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IMPORTANT NOTICES

General

This Prospectus is an invitation to apply for Shares and Options in LabTech Systems Ltd (Company). The Offer does
not take into account your investment objectives, financial situation and particular needs. You should seek
professional guidance before deciding whether to invest. A number of key risk factors that you should consider are
outlined in Section 7 of this Prospectus. An investment in the Shares and Options should be considered to be
speculative.

Stock Exchange

Application to ASX or NSX will be made in accordance with Section 1.9 of this Prospectus. The fact that ASX or NSX
may list the securities of the Company is not to be taken in any way as an indication of the merits of the Company or
the listed securities. Neither ASX nor NSX take any responsibility for the contents of this document or make any
representations as to its accuracy or completeness. ASX and NSX expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon any part of the contents of this document.

Lodgement with ASIC
This Prospectus is dated 31 October 2005 and has been lodged with ASIC. No responsibility for the contents of this
Prospectus or the merits of the investment to which this Prospectus relates is taken by ASIC.

Expiry Date
No Shares and Options will be issued on the basis of this Prospectus later than 13 months after the date of this
Prospectus.

Representations

No person is authorised to provide any information or to make any representation in connection with the Company
or the Offer described in this Prospectus which is not contained in this Prospectus. Any information or representation
not so contained may not be relied upon as having been authorised by the Company or any other person in
connection with the Offer.
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IMPORTANT NOTICES

Not an Offer in Certain Jurisdictions
This Prospectus has been prepared to comply with the requirements of the securities law of Australia.

The distribution of this Prospectus in jurisdictions outside Australia may be restricted by law and persons who come
into possession of this Prospectus outside Australia should seek advice on and observe any such restrictions. Any
failure to comply with such restrictions may constitute a violation of the securities laws applicable to the jurisdiction
in which the Prospectus is received. This Prospectus does not constitute an offer of securities in any place, or to any
person to whom it would be unlawful to make such an offer.

Electronic Prospectus

This Prospectus is available in electronic form at www.labtechsystems.com. The Offer constituted by this Prospectus
in electronic form is available only to residents in Australia. Persons who access the electronic version of this
Prospectus should ensure that they download and read the entire Prospectus and Application Form. A hard copy of
this Prospectus is available free of charge to any person in Australia by telephoning the Company on 08 8231 5877
or 08 8362 2698 during the Offer Period.

The Corporations Act prohibits any person from passing the Application Form on to another person unless it is
attached to a hard copy of this Prospectus or the complete and unaltered electronic version of this Prospectus.

Exposure Period

This Prospectus will be circulated during the Exposure Period. The purpose of the Exposure Period is to enable this
Prospectus to be examined by market participants prior to the raising of funds. Potential investors should be aware
that this examination may result in the identification of deficiencies in the Prospectus and, in those circumstances,
any Application that has been received may need to be dealt with in accordance with Section 724 of the Corporations
Act. Applications will not be accepted until after expiry of the Exposure Period. No preference will be conferred on
persons who lodge Applications prior to the expiry of the Exposure Period.

Privacy

If you apply for Shares and Options, you will provide personal information to the Company and the Share Registrar.
The Company and the Share Registrar collect, hold and use your personal information in order to assess your
Application Form, provide facilities and services that you request and carry out appropriate administration. Some of
the information is required to be collected under Australian company and taxation law. If you do not provide the
information requested, your Application may not be able to be processed efficiently, or at all. For purposes related
to your investment the Company and the Share Registrar may disclose your personal information to their agents and
service providers including the Share Registrar for on-going administration of the register, the printers and the
mailing house for the purposes of preparation and distribution of statements and for handling of mail, or as otherwise
authorised under the Privacy Act 1988 (C'th).

If you become a Shareholder, information collected about you may also be used or disclosed from time to time to
inform you about the Company's products or services. If you do not want your personal information to be used for
this purpose, you should contact the Company on (08) 8231 5877.

Under the Privacy Act 1988 (C'th), you may request access to your personal information held by (or on behalf of) the
Company or the Share Registrar. You can request access to your personal information by telephoning or writing to
the Company through the Share Registrar as follows: Link Market Services Limited, Level 21, 300 Queen Street,
Brisbane, or telephoning the Company on 08 8231 5877 or 08 8362 2698. The Company's privacy policy may be
inspected at the Company's registered office between 9am and 5pm CST on Business Days.
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CHAIRMAN'S LETTER

Dear Prospective Shareholder

On behalf of the Board of Directors, | am pleased to introduce this Prospectus which presents an offer for members
of the public to subscribe for Shares with attaching Options at an issue price of $0.20 per Share. | recommend that
you read this Prospectus in full.

This Prospectus will also be used to assist in moving the listing of the Company's Shares and Options from NSX to
ASX. Having the Company's securities listed and trading on ASX is expected to be a positive step in the development
of the Company. If, however, the Company fails to list on ASX, it will remain on NSX.

The Company's primary focus is to foster further development of the concept technology known as MicroStreak®.
The proposed use of this technology is for the automation of microbiology laboratory processing, in particular, for use
in diagnostic microbiology laboratories in clinical pathology, food and environmental testing. This technology has the
potential to assist diagnostic microbiology laboratories in achieving the benefits of process automation in streamlining
work flows and making routine laboratory processes more accurate, timely and cost-effective. The Company hopes
that its work in relation to this technology will positively impact on the future use of automation systems in microbiology
laboratories.

The Company has access to the MicroStreak® technology through its exclusive worldwide licence with Medvet
Science Pty Ltd. The licence allows the Company to further develop, make, use and sell products derived from the
technology. Further details of the licence are set out in Section 10, Material Contracts. For more details of the
technology, please refer to Section 2, Business and Science Overview, and Section 5, Independent Expert Reports.

The Directors intend to use a significant proportion of the proceeds of this Offer to progress the development of the
MicroStreak® technology with the intention of producing commercial prototype products and laboratory systems.

On behalf of the Board of Directors, | commend this Prospectus to you and look forward to welcoming you as a
shareholder of LabTech Systems Ltd.

Yours Faithfully

\

D P LeMessurier
Chairman
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INVESTMENT SUMMARY

The Company is seeking to raise equity to provide funds for further development and commercialisation of an
innovative technology known as MicroStreak®. This technology has applications in microbiology laboratory automation
markets.

MicroStreak® Automation of Microbiology Processing

Diagnostic microbiology laboratories, world wide, test many patient samples daily and rely heavily on Agar Plate
based identification of microorganisms isolated from samples. Presently, the mainstay of diagnostic microbiology
analysis is the “streaked Agar Plate”. Unlike many other processes in laboratory medicine, the preparation, streaking
and reading of Agar Plates has remained a time-consuming, labour intensive task. A global market opportunity exists
for the automation of routine processes associated with Agar Plate based microbial culture.

The Company entered into a worldwide exclusive Licence Agreement to develop and commercialise the
MicroStreak® technology. The proposed products are high-throughput laboratory instrumentation systems,
incorporating the core MicroStreak® technology, that automate the processes associated with the preparation,
inoculation and streaking of Agar Plates. This system is intended to replace many of the manual processes involved
in the set up and streaking of Agar Plates.

The Company, with the assistance of Medvet Science Pty Ltd, has applied for Australian patent application number
PCT/AU2005/000079 to protect the MicroStreak® technology. The Company has also been granted Trade Mark No
1024246 for the protection of the trade mark MicroStreak®.

Board and Management

The Board and management of the Company have a mix and balance of skills and experience in business development
and management, legal, operations, finance, science and engineering.

Corporate Strategy

The Company's strategy is to become a developer and investor of innovative technologies for laboratory automation,
in particular for microbiology processes.

Purpose of the Offer
The purpose of the Offer is to raise funds for:

- Commercial development of Automated microbiology laboratory systems incorporating the MicroStreak®
technology and other related research;

« Potential transfer to production and commercialisation activities;

« General and administration expenses and compliance with any government regulations.
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1. DETAILS OF THE OFFER

1.1 The Offer
The Company is inviting investors to apply for 22,500,000 Shares, each with one attaching Option, to raise
$4,500,000. The Directors reserve the right to accept oversubscriptions for 5,000,000 Shares and Options
raising a further $1,000,000.

Shares are being offered at the Application Price of $0.20 each.

All Shares offered under this Prospectus rank equally with one another and with the Company's existing Shares.
A summary of the rights and liabilities attaching to Shares is set out in Section 11.2 of this Prospectus. The
Option terms are set out in Section 11.3 of this Prospectus.

1.2 Conditions of the Offer
This Offer is conditional on the Company receiving Applications for at least 12,500,000 Shares, including
Shares subscribed for pursuant to the Underwriting Agreement.

The condition contained in this Section 1.2 is a condition subsequent and will not prevent a contract arising
from acceptance of this Offer, but any non-fulfilment of the condition will rescind the contract resulting from
acceptance of the Offer. The Company will use all reasonable endeavours to ensure that the condition in this
Section 1.2 is satisfied, as soon as possible after the Prospectus Date.

1.3  Purpose of the Offer
The Company seeks to raise new equity capital to create wealth for its Shareholders through the further
development of the MicroStreak® technology.

The intended objectives of the Company are to:

1.3.1 further research the capabilities of the MicroStreak® technology and develop prototype MicroStreak®
applicator assemblies and automated microbiology laboratory systems;

1.3.2 identify other applications of the MicroStreak® technology in the field of laboratory automation;
1.3.3 encourage and fund research for development of further products emanating from research;

1.3.4 identify, source and secure national and/or international distributors and/or licensees or other
commercial agreements;

1.3.56 employ appropriate people for any function in the organisation;

1.3.6 identify other sciences with prototype products to research, produce and market;

1.3.7 re-enforce current patent applications and seek new patents from current or new research groups;
1.3.8 address Government regulations and compliance for current and possible new products;

1.3.9 establish appropriate markets and negotiate with potential partners;

1.3.10 obtain both Australian and any overseas government approval for current or new products.

By way of summary, it is the intention of the Company that in relation to the inventions described in Section 2
of this Prospectus, the Offer will enable the Company to progress those inventions from their current status to
the status by the end of the first anniversary of the Prospectus Date as set out below:

Current Status of the Technology Proof of Concept research has been successfully completed for the
core MicroStreak® technology. Specifications are under development
for an automated laboratory processing system incorporating the
MicroStreak® technology. Further market research and business
planning is in progress.

Intended Status of the Technology Continuing development of the proposed automated system
at the end of Year 1 incorporating the MicroStreak® technology, progressing towards
transfer to production.
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DETAILS OF THE OFFER

1.4  Offer Proceeds
The Company is seeking to raise a full subscription of $4,5000,00 pursuant to the Offer. The minimum
subscription is $2,500,000. Oversubscriptions to raise a further $1,000,000 will be accepted.

The proceeds of the Offer are to be used to fund commercialisation of the technology, the expenditure
commitments of the Company under the agreements summarised in Section 10, Material Contracts, the costs
associated with the Offer and the corporate overheads of the Company. Based on current information and
circumstances, these funds are intended to be used as set out in the table below.

Minimum Full Over
Application of Funds Subscription Subscription Subscription

$2,500,000 $4,500,000 $5,500,000

Yr 1 Yr 2 Yr 1 Yr2 Yr1 Yr2

Licence Agreement in relation to 60,000 - 60,000 - 60,000
MicroStreak® technology
Further technology and concept 1,417,000 - 2,400,000 | 417,000 | 2,400,000 417,000
development, product definition,
design for manufacture, testing trials
Transfer to manufacture, manufacture - - - -1 919,000
establishment
Working capital (administration, salaries,
travel, rent, consultants, Intellectual Property,
legal and accounting) 500,000 - 500,000 | 600,000 500,000 600,000
Costs in connection with the Offer
(advisory, legal, accounting, tax, listing
and administrative fees, printing, advertising
underwriting fees and other expenses) 692,000 - 692,000 -| 707,000
Annual Total 2,669,000 - 3,652,000 | 1,017,000 | 3,667,000 | 1,936,000

The Directors consider that the funds to be raised pursuant to this Prospectus will provide sufficient working
capital to achieve the aims and objectives set out in this Prospectus. Refer to Section 1.3 for details of the
Company's aims and objectives.

The payment of future dividends (if any) will depend upon the success of the Company's activities and its future
profitability and financial position.

1.5 How to apply for Shares under the Offer

1.5.1 Complete the Application Form
Application Forms must be completed and submitted in accordance with the instructions set out on the
reverse of the form.

Applications must be for a minimum of 10,000 Shares at $0.20 ($2000) and in multiples of 1000 Shares
($200) thereafter.

The Company reserves the right to reject any Application Form which is not correctly completed or
which is submitted by a person who it believes may not be eligible to apply, or to waive or correct any
errors made by an Applicant in completing the Application Form.

1.5.2 Attach the Application Money
Application Forms must be accompanied by cheque(s) for the relevant Application Monies.

The Application Monies must be provided by 5.00pm CST on the Closing Date 5 December 2005 at
5pm CST.

Applicants must apply at the Application Price of $0.20 per Share. Cheque(s) must be in Australian
Dollars ($) and drawn on an Australian branch of an Australian bank, must be crossed “Not Negotiable”
and must be made payable to “LabTech Systems Ltd - Share Offer”.

You should ensure that sufficient funds are held in the relevant account(s) to cover the cheque(s).
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DETAILS OF THE OFFER

If the amount of your cheque(s) for Application Monies (or the amount for which those cheque(s) clear
in time for allocation) is insufficient to pay for the number of Shares you have applied for in your
Application Form, you may be taken to have applied for such lower number of Shares as your cleared
Application Monies will pay for (and to have specified that number of Shares in your Application Form),
or your Application may be rejected in full at the Company's discretion.

1.5.3 Return the Application Form
Completed Application Forms and Application Monies should be posted to:

LabTech Systems Ltd - Share Offer
GPO Box 1385
Adelaide SA 5001

Applications and Application Monies must be received by no later than 5.00pm CST on 5 December
2005, unless the Company elects to close the Offer, or any part of it early, or extend the Offer or any
part of it, or accept late Applications either generally or in particular cases.

The Offer or any part of it may be closed at any earlier date and time, without further notice. Applicants
are therefore encouraged to submit their Applications as early as possible.

1.5.4 Queries
Applicants with queries on how to complete the Application Form or who require additional copies of
this Prospectus can contact the Company on (08) 8362 2698 or Martin Place Securities on
(02) 9222 9111,

1.6 Brokerage
Where the Application Form of an Applicant bears the code of an AFS Licensee, the Company will pay that AFS
Licensee a fee of an amount equal to 5% of the total amount paid by that Applicant for Shares received under
that Application.

1.7 Acceptance of Applications
An Application in the Offer is an offer by the Applicant to the Company to subscribe for all or any of the Shares
and Options specified in the Application Form at the Application Price on the terms and conditions set out in
this Prospectus including any supplementary or replacement Prospectus and the Application Form. To the
extent permitted by law, the offer by an Applicant is irrevocable.

An Application may be accepted by the Company, in respect of the full number of Shares specified in the
Application Form or any of them, without further notice to the Applicant.

Acceptance of an Application by the Company will give rise to a binding contract.

1.8 Disbursement of Application Monies
All Application Monies received under this Prospectus will be banked in a separate account (Offer Application
Account). If an Application is rejected, all of the relevant Application Monies will be refunded (without interest)
to the relevant Applicant. Application Monies will also be refunded (without interest) if the Offer is cancelled, if
Section 1.9 of this Prospectus is not satisfied or if contracts arising on acceptance of Applications are cancelled
because the condition referred to in Section 1.2 of this Prospectus is not met. Application Monies will also be
refunded in relevant part (without interest) if part of the Offer is cancelled.

If an Application is accepted for some or all of the Shares applied for and the condition referred to in Section
1.2 of this Prospectus is met, the relevant Applicant will receive the number of Shares and Options in respect
of which the Application is accepted, at the Application Price and a refund (without interest) of the balance of
the relevant Application Monies.

Any refunds made will be without interest (although the Company reserves the right to pay interest in
particular cases in its absolute discretion). The Company will receive any interest paid on the Offer Application
Account.

Refunds will be paid out of the Offer Application Account. The issue price of Shares allocated in the Offer will
be paid out of the Offer Application Account to the Company against the issue of Shares to which the relevant
funds related. Any remaining balance in the Offer Application Account after all Shares in the Offer have been
allocated will be paid to the Company.
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DETAILS OF THE OFFER

1.9 ASKX Listing
Application for admission of the Company to the official list of ASX and for quotation of the Shares and Options
(including Shares and class B Options on issue as at the Prospectus Date and Shares and Options the
subject of this Offer) on ASX will be made to ASX no later than seven days after the Prospectus Date.

If the Company is not admitted to the official list of ASX or official quotation of the Shares and options on ASX
is not obtained, within 7 days of the Company being notified of this by ASX, application will be made for
official quotation of the Shares and options issued pursuant to this Offer on NSX.

If official quotation of these Shares and Options on NSX is not obtained within three months of the Prospectus
date the Application monies will be refunded without interest and the Offer will not proceed.

If the Company is admitted to the official list of ASX, it will apply for delisting of securities on NSX so the
result will be that the Shares, class B Options and class C Options will be quoted on ASX and the class A
Options will either remain on NSX or be unquoted.

If the Company is admitted to the official list of ASX, a number of current Shareholders and Option holders will
be required to enter into restriction agreements in accordance with ASX requirements.

ASX and NSX take no responsibility for this Prospectus or the investment to which it relates. Admission to the
official list of ASX and quotation of the Shares and Options on ASX or NSX are not to be taken as an
endorsement by ASX or NSX of the Company or the investment.

1.10 Brokerage, Commission and Stamp Duty
No brokerage or commission is payable by Applicants on acquisition of Shares and Options under the Offer.

1.11 Company Discretion
The Company reserves the right not to proceed with the Offer or any part of it at any time before the allocation
of Shares and Options to Applicants. If the Offer or any part of it is cancelled, all Application Monies, or the
relevant Application Monies, will be refunded (without interest).
The Company also reserves the right to, of its own accord or in conjunction with the Underwriter:
« close the Offer or any part of it early;
« extend the Offer or any part of it;
- accept late Applications either generally or in particular cases;

- reject any Application; or

- allocate to any Applicant fewer Shares and Options than applied for.
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2. BUSINESS AND SCIENCE OVERVIEW

The Company relies on the ability to develop the MicroStreak® technology and the potential to commercialise it. The
scientific nature of the technology and its applications are complicated. Below is an overview of the nature and
applications of the technology.

2.1 MicroStreak® History
In July 2004, the Company entered into an agreement with Medvet Science Pty Ltd under which the Company
was granted an exclusive worldwide first option to enter into an exclusive worldwide licence to make, use and
sell products derived from the MicroStreak® technology. The Company raised funds for Alpha-prototype
development and Proof of Concept research.

In December 2004, the Company exercised its option and entered into a Licence Agreement for the exclusive
worldwide licence to the MicroStreak® technology.

The MicroStreak® technology is subject to a patent application PCT/AU2005/000079 'Microbial Streaking
Device' and an Australian trade mark is registered: Australian Trade Mark No.1024246 'MicroStreak'.

The intended products culminating from further technology development are commercial
instrumentation systems, incorporating the core MicroStreak® technology, for the automation of microbiology
laboratory processing.

2.2 Diagnostic Microbiology
Diagnostic microbiology is a discipline that has traditionally used minimal work process Automation. The isolation
and identification of Micro-organisms for medical diagnostic purposes plays an important role in determining
which treatments are required by patients with various diseases.

Conventional laboratory diagnostic microbiology, practised in laboratories worldwide, involves specimen
collection and registration, followed by the Inoculation, isolation, identification and testing of Pathogenic
Microbes from clinical specimens. Generally, isolation of single bacterial colonies is performed manually as
shown in the diagram below.

The core MicroStreak® technology allows automation of Agar Plate Inoculation and streaking. The Company
proposes to incorporate the technology into an instrumentation system to automate manual processes associated
with routine Agar Plate preparation.

A global market opportunity exists for the Automation of routine processing in diagnostic microbiology
laboratories.

2.3 Laboratory Automation
Laboratories play a pivotal role in patient management and supply up to 80% of the data used by physicians
to make important medical decisions. Automation is a tool that enables laboratories to perform this function
more reliably, effectively and efficiently.

Advances in the fields of microelectronics, information technology and robotics, along with advances in
laboratory medicine, have transformed patient care delivery in the last decade.

There have been dramatic changes in the practice of laboratory medicine in the fields of clinical biochemistry,
clinical pathology, haematology, molecular biology, genetics, cell culture and cell biology. Technology is
transforming the practice of clinical microbiology and allowing faster and more accurate results within days of
receiving specimens.
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BUSINESS AND SCIENCE OVERVIEW

The important drivers of the growth in technology and Automation include: ageing populations; age-related illness;
emerging new pathogens; the development of antibiotic-resistant bacteria and the fight against bio-terrorism.

Automated instrumentation provides laboratory professionals with the tools they need to automate tasks and help
reduce errors during testing. Laboratory automation and process improvement can afford significant benefits to the
laboratory, the health care system and the patient. Automation and process improvement help laboratories improve
efficiency, cut costs and help the laboratory increase quality and reduce variability. Reduction of manual tasks allows
laboratory professionals to focus on work that requires critical analysis, such as interpreting patient results.

The MicroStreak® technology creates the opportunity to automate microbiology processing and achieve the
benefits already enjoyed in other disciplines of routine pathology testing. Potential benefits of MicroStreak®
instrumentation systems may include: increased throughput; reduced laboratory operating costs; process
standardisation; and relieving trained staff of repetitive manual processes.

2.4 MicroStreak® Technology
Researchers at the Institute of Medical and Veterinary Science (IMVS) in Adelaide, South Australia, developed
a concept technology viz. MicroStreak® that involves the use of a streaking device to be applied to the surface
of an Agar Plate which rotates to various degrees.

MicroStreak® has the possibility of being applicable to Automation in Medical Microbiology laboratories for the
diagnosis of infectious diseases and in food and environmental microbiology laboratories for the microbiological
analysis of food, water, pharmaceutical and cosmetic products.

The possible outcomes culminating from further research and development of the technology are commercial
systems for the automation of microbiology laboratory processing, which may comprise:

«  Laboratory automated instrumentation;
- Agar Plate management system;

«  Disposable MicroStreak® applicators;
«  Associated consumable products.

The intended system may handle a wide range of samples (physiological and biological samples, food and
water) with possible high processing speed and scaleable to a variety of workloads.

2.5 MicroStreak® Research and Development
In July 2005, the Company commenced commercial development of the MicroStreak® technology and
associated laboratory instrumentation that incorporates the core MicroStreak® technology.

2.6 MicroStreak® Intellectual Property
The technology is subject to patent application PCT/AU2005/000079 'Microbial Streaking Device'; the registered
Australian Trade Mark No.1024246 'MicroStreak' and to all other proprietary rights and intellectual property
rights related to the invention known as MicroStreak® and formerly known as ‘APIS’.

2.7 Technology Licence Arrangements with Medvet Science Pty Ltd
Under the Licence Agreement with Medvet Science Pty Ltd, the Company has been granted an exclusive
licence to develop, enhance and improve the intellectual property rights in the MicroStreak® technology to
bring this technology to practical application and to exploit, market and sell products derived from the
technology. The term of the licence continues for the life of the Patent Application, the Patent or any other
patent or patent application based on the Patent Application or the Patent.

2.8 Arrangements with Invetech Pty Ltd
Invetech Pty Ltd has been engaged to develop stage 1 product definition for instrumentation to automate the
MicroStreak® technology. It is proposed that the MicroStreak® system will be developed in four stages:

2.8.1 Product definition to compile detailed specifications for a preferred instrument concept, develop
concept options selecting a preferred implementation, and to commence experimental exploration of
key risks as input to the next phase of development;

2.8.2 Concept development of a commercial automated system, including concept demonstration
prototypes, tooled consumables and MicroStreak® assemblies;

2.8.3 Design for manufacture including Beta Prototypes; and
2.8.4 Transfer to manufacture.

Invetech Pty Ltd is a wholly owned subsidiary of Vision Systems Ltd, an ASX listed international high
technology Company, based in Melbourne, Australia.
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3. BOARD AND DEVELOPMENT TEAM

The Board and management of the Company have a mix and balance of skills and experience in business develop-
ment and management, legal, operations, finance and equity markets, and scientific, engineering and medical
experience.

3.1 Directors

Douglas Peter LeMessurier SIA(Aff) ADA1(ASX) MSDIA MBA (Chairman)

Peter is a Sharebroker. Previously, he has held positions as State Manager of D&D Tolhurst Ltd - South
Australia, a national share broking firm, and as Director of the South Australian Asset Management Corporation
(Chair of Super Fund and a member of its Audit and Insurance Committee). Peter is a former Board member
of the Royal Adelaide Hospital Inc.

Peter is currently a Commissioner of the South Australian Lotteries Commission (past Chair of the Audit
Committee) and current Member of the Audit Committee. Peter is Chair of the public companies: Vet
Biotechnology Ltd; SDP Technology Ltd; Apomab Ltd; Ascend Asset Management Ltd and a director of GTL
Energy Ltd.

Catherine Mary Costello LLB

Kate has a law degree from the University of Melbourne and was previously an academic at the University of
South Australia. She was in management with a commercial law firm before establishing a management
consultancy. Kate has over 20 years experience in corporate governance and strategy through her consulting
work with the Boards of client organisations, her directorships and her involvement as a facilitator in the
Company Directors' Course offered by the Australian Institute of Company Directors.

Kate's Board experience includes directorships in South Australian Totalizator Agency Board, Australian Central
Credit Union Ltd, Festival City Broadcasters Ltd and Chairmanship of Saab Intelligent Transport Systems Ltd
and Bassett Consulting Engineers. She is currently a director of Integrated Research Ltd and Saab Systems
and a member of the Independent Selection Committee, University of Adelaide and a steering committee
member of the OECD’s “Creating the Future” project.

Lusia Halina Guthrie BAppSc MScSTC (Managing Director)

Lusia holds a Masters degree in Science and Technology Commercialisation from the University of Adelaide
and a Bachelor of Applied Science in Medical Technology from the University of South Australia. She has
executive level operations and manufacturing management experience with a major international
pharmaceutical Company. Areas of expertise include product development, production and supply chain
management, project management, industrial relations and regulatory compliance.

She has completed the Australian Institute of Company Directors programme and has held several non-
executive Board appointments. Recently, Lusia worked in intellectual property management and
commercialisation for a leading Adelaide research institute. She is a Director of Vet Biotechnology Ltd, SDP
Technology Ltd, Apomab Ltd and is currently a member of the Manufacturing Consultative Council for the State
Government of South Australia.

Paul Andrew Mariani BSc

Paul has a Bachelor of Science degree from the University of California and was a Commissioned Officer in
the US Army from 1968 to 1970. He was Chief Executive Officer and Chairman of dried fruit processor, Angas
Park Fruit Company and has vast experience in the US and South Pacific markets in fruit processing,
agriculture and dried meat processing. Paul also has experience in community hospitals and various
charitable organisations. He is currently a Director of the public companies Vet Biotechnology Ltd, SDP
Technology Ltd and Apomab Ltd.

3.2 Scientific and Engineering Team

John Hughes Glasson MAppSc FAIMS

John is the Chief Operating Officer for the Division of Clinical Pathology at the Institute of Medical and Veterinary
Science in Adelaide, South Australia. He is a generally trained medical scientist with a Masters Degree and
post-graduate Fellowship in microbiology. He also holds a Graduate Certificate in Management from Deakin
University.

John spent over 12 years working in a regional pathology laboratory and has managed a 24-hour emergency
laboratory service within the Royal Adelaide Hospital. His experiences also include the management of a
state-wide regional laboratory and specimen collection network.
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In his current position, John manages a laboratory that performs over 1 million diagnostic tests each year, a
central specimen reception area, a medical specimen vehicle courier service and a customer service centre.

Lachlan James Smith BE(Hons) GradlEAust MIEE

Lachlan is a PhD Research Student and Project Engineer at the Institute of Medical and Veterinary Science in
Adelaide, South Australia. He received his degree in Mechatronic Engineering with first class honours from the
University of Adelaide in 2001 and took up the position of Project Engineer at the IMVS.

Lachlan has worked on a number of biomedical engineering projects, both technical and policy related. In 2004
he joined the Bone and Joint Research group at the IMVS and commenced PhD studies through the
Department of Pathology at the University of Adelaide. He is a Graduate Member of the Institution of Engineers
Australia and a Member of the Institution of Electrical Engineers.

Invetech Pty Ltd

Invetech is a wholly owned subsidiary of Vision Systems Ltd, an ASX listed international high technology
company, based in Melbourne, Australia. Invetech has more than 200 in-house engineers, designers and
scientists at the Melbourne facility.

With a track record of over 40 projects since 1988, Invetech specialises in contract instrument development,
instrument manufacturing and custom Automation for life sciences and biotechnology. Projects have been
completed for the in-vitro diagnostics, life sciences & biotechnology, molecular biology, drug discovery and
pharmaceutical manufacturing markets. Invetech serves a global client base of start-ups through to
multinationals, including four of the top 10 diagnostics companies. More details about Invetech can be found
at http://www.invetech.us.

3.3 Corporate Governance
Company policies regarding the terms and conditions of remuneration of Board members will be approved by
the Board on the basis of independent professional advice, as required.

The remuneration and terms and conditions of employment for the Managing Director and any other senior
executives will be reviewed and approved by the Board of Directors after seeking independent professional
advice, as required.

Non-executive Directors will have the right to seek independent professional advice to further their duties as
Directors at the Company's expense. The Chairman's prior approval of any expenditure will be required.

If the Company is listed on ASX, the Board will move in a timely way to adopt the ASX Principles of Good
Corporate Governance and Best Practice Recommendations. The Board accepts its responsibilities in
directing and controlling the Company's actions, affairs and policies and has adopted the following policies and
procedures:

3.3.1  Continuous Disclosure Policy

3.3.2 Remuneration Policy

3.3.3  Audit Committee Charter

3.3.4 Director and Executive Option Plan
3.3.5 Managing Director Position Description
3.3.6 Privacy Policy

The Board has in draft form the following policies and procedures:

3.3.7 Charter of Board Responsibilities

3.3.8  Code of Conduct

3.3.9 Duties of Directors

3.3.10 Individual Employment Agreement

3.3.11 Trading Policy

3.3.12 Key Result Areas and Key Performance Indicators
3.3.13 Statement of Delegations to Management

3.3.14 Statement of Election of Directors

3.3.15 Nominations and Remuneration Committee Charter
3.3.16 Role of Chairman
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4. INDEPENDENT ACCOUNTANT'S REPORT

HLB Mann Judd Stephens (S.A.)

Gharterad Accouniants

20 cioner AN

The: Directars

LabTech Systems Limailed

253 Sturt 5t

ADELAIDE 54 5000

hear Sirs

INIFEFERMDEMNT ACCOLIMNTANT S KERIRT

Ceeneral

Wi have prepaned this Independent Accountant™s Beport on historical financal information of LabTech Systems Limited

[‘LabTech Sypstems ) for inclesion ina Prospectus dated on or about 302 Oclober 2005 relating 1o the proposed Bsue by
LabTech Systems of 22,500,000 shares at an issue price of $0.20 per share to raize S4.500,000.

Historical Financial Imformation — LabTech Sysberms Limibed

We have been appointed suditors of the company since 30 April 2004, We have audirted the financial reports of the
company for the bollvwing reporting periods

L] I Jania Iy SO b 30 e ZO0: amd
L I _||||_.. ZIHEE B CHD Juanee 2OKLS,

Fro Forma Historical Statement of Fimancial Position as at 50 June 2005 and
Mentes to Proc Forma Historical Statement of Finaneial Position for Year Ended 30 June 2005

Soope

You have reguested us to prepare a report covering the Pro Forma Historical Statement of Financial Fosition as at 30
Jume 2005 and Motes o Pro Forma Historical Statement of Financal Position for Ehe vear emded 30 June 2005 [“Proo Forma
Fimameial Beport']. which sssumes completion of the contemplated transactions disclosed in Mote 1 aof the roe Forma

Fimamiia Hl_ll_ll'\-"l The ""I'I"'"'.-'I"-' ted] trarmsactons m Mobe 1 ane desgorabeed] ool b I;iwll:. s Rl b ramsam s’
Reden of Pro Foroie Hisdprral Fligmemd fiforsmatins

The hilstarkcal Bnanclal information set oud In the Proforma Flinanctal Beport has been extracked froom the audited
Financial Repoat of LabTech Svetems for the s

sar oneded ..\"\Jl_ll.ll'll' A5, Oy andit et Isstied In respect of this Finandcial

Report was ungualified. The Directors of LabTech Svstems Limited are responsible for the preparation of the Pro Forma
Financial Beport including delermination of the adjustments reguired to bring fo account the proforma fransactions
referred o in Mote 1.

We have conducted our review of the Pro Forma Finandal Eepoert in accordance with the Australian Auditing and
Assurance Sandard ALUS 902 “Review of Financial Reports”. We made such enquirses and performed such precedores as
wr, in our professonal judpment, corsidened reasonable in the circumestanoes incheding:

= Analvticnl LS liires g the Pro Formb Financial |l!|;|‘|:-\-| for b pelescard historical period:

L] A& peyiew of work papers, ecoin ke meooasls, arud obleer dacu ieerniBs

P g AT, Kind Tawan S8 30T &2 Fullemon Rl Aosanad B8 SOET Tek prose (D) 8130 7000 Facsimik (03] 2353 1960
Eituil ; reass oot e oo ae

L N F e I -.n.-.--- i i b S R e e e e o e ey b
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& A meview o I||-'|||-\.-'|||.-|||,I::1l|1l- L] 1.--_|m'i:-|!-|' hir oo Forma Fnencial l'il']'\'l'lll_
v rewview of the adjusiments made 1o e Pro Forna Foencal Beport referned to in Maole 1
L] Y somparion of consistenoge Ha .1F-|.'|:i-\.';lill-|1 ol the redagmibon and awanairermont F:'ilu.'.].'\-lr- in Accountryg
Spareclands and other mandason |'l|||!|.'|-.i.l|'.|] ll'illlli:.};‘ reguireTnents im Avsiealia, and the socounting |'|l.||:-.:|.'l-
.:-u'h.'-;'-h'd by Ehie | CETIpANY disclosed i Section D of ||'H"|'r.!ni|"1.'-.'tl.'~i: and
v Enquiryof Directors and sthers
Thi=e prooedures do net provide all the evidenoe that would be psguinsd inoan madit, ths the lesel of assuranoe
provicled is bess than given in an audik. We hawve ot pechormed an audit and, scoordingghy, wee do nod copeess an audit
opinion.

Consdusion:

Fevaew Slalement an Foo Fofma Hisloncal Stalement ol Finanaal Pesiboon as al I'I.I]1.|I1-E Z005 and MNoles W Fro Forma
Historical Statement of Financial Positsom for Year Ended 10 Jure 2005

Blizsed on o review, which iz nef anaudil, rothirg has core bz our attention which savees s o belicvs thals

e Pro Forma Historical Statement of Fingncial Pesition as at 30 June 2005 and Mobes to Pro Forma Historical
Stabemeent of Financial Fosition for the vear ended 30 Juee X005 have nod been properly preqased on e basis of
#he: Mo Forma rarssckions as s oot in Mole 1;

i e hstorecal inancial informason, as sed out m Secteon 9 of the .’r~.“p1.'-.ll|u.'-.uh mist priesent Feaurdy:
(LY} the histoncal fmancial performance of the Company for the vear ended 3F [une 2005 and
i) the histoncal satement of financial position of the Company as at 305 fune H5,
i acworidance with the revognition and messurement prandple: prescribasd in Acounting Standards ard ogber
madatory professonal reporling requarernents, and scoouniang pokaes adopled by e comgany’ disciosed in
Seection 9 of the Prospecius,

Selacyusnl Evenls

Apart from the matters deak with in this repoet, and having regand b the scupe of our report, ta the best of our
kv lindpe and belied no material sransacioes or evenis saislde of the ordinary business of the Compamy have come o
our atenton thal would require comenent on, or adjustrecod B, the information referred 10 i our sepor! o that would
wanise such infermaton to be misbeading or deceptive

Independence ar Disdodurne of Inleres

FILE Blann fudd Stepleps St ) does net have any interest in the outeomae of this asae other than for the preparation of
ks peguet ancl acing as audiiors of I compary ior s nosmal professional fees will Be reoived

Conseni

We have given consent o our '|:|..||.'|'\-|'.'|..|.'r|l Accogmikant’ s H:r]'\-c\-rl: being incdhaded n the r'l'\c'\--\.r'«.'-.'l'.l- ir the form amd

comvlexy inowhich g AT anel Nl sl withamwn e oorsent as ag the glate ol signing of I'|||_'|'||"\£'-|_'|_I|,.|'..

HLE Mann Judd Sdephens (5.4 takes no respoasibility for any other materal inthe Prospechss

Tours taithrally

s dﬁm%@&-a Con)

HLE MANN JUDD STEFHENS (5.A4.) FHIL PLUMMER
CHARTERED ACCOUNTANTS PARTMER
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5. INDEPENDENT EXPERT REPORTS
5.1 Report by Dr Ross F Vining, Sydney West Area Health Service

DR ROSS F VINING
BSc(Honsl), FhD, MBA, FRACI, FAIM

BIOGRAPHICAL NOTE

Dir Vinng it Director Laboratory sarvices for Sydney West Area Health Sarvice which
includes the Institute of Clinical Pathology and Medical Research (ICPMR) at Westmaad
Hospilal Sydney.

The ICPMR is the hub of a network of 22 pathology laboratories, which serve more than
50 hospitalz of various sizes fram a 1,000 bad teaching hospital te a 20 bod ramote area
haalth clinie. The retwork streiches more than 1,000 kilometres from metropolitan
Sydney to Broken Hill in Far Wastem MN3W

The ICPMR also provices Forensic Science and Public Health support for NSW and
includes the Centre for Infectious Diseases and Microbiology Laboratory Services.

Dr Vinng has been working in, managing and drecting, research laboratories, diagnostic
laborajories and forensic laboratories for more than 30 yoars.

Dr ¥Vining has acted as consuliant 1 hospitals, schools and health organisaions
throughout Australia, He has advisad both state and federal governments of Australa on
the restructuring of scientific services.
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icpmr ? &

Institute of Clinisal Pathology and Medical Research e

Dieecior Execuiive Uni
Professon © J EEslman s BEPEA. W estmaa] Hosos
MOy FILALP, FIRCPA P Box 533

WenbwoairvBs MW F 145 Aunbalis
Duputy Dirpchor P (01} 2 s 488
Ov A F Vining Faax (B1} 2 DEDT E0:DE
Pl RS, FRLACH, s E-rraill aaetman B icpmr weicab . revee T

TORRE KB o W e . M 0w Sl

MicroStreak & Microbiology

A fepon prepared by Foss F vining, B5c (Hons) PhiD, MBA, FAIM. FRACI
Ciractor of Labarsiony Samvicss - Sydnay West Ama Health Sanaca
Acting Direcior — Instiuwe of Cinical Pathalogy & Medical Research (CPMA), Wesimead
Hosplal Sypdney

22 Seplamber 200

1 - The History and purpose of routine diagnostic
microbiclogy

Microbinlogical analysis has been an essantial ool for healih care for more than 100 years. I8
plays a vial robe in the diagnosis of infectous disease, inlbe realment of patents in hosgaala,
infaction cantenlin haspitals and in the monitcring of pubdic healih.

InGreasing population densiies, ragkl movement of pedpie all around The workd and the
emongence of inlectisue dissases such e MRSA [Mathicilln Resistant Staphydococcus Ausis)

YRE (Vancomycin Rasisiant EmMerscoecus) which ame resistant 1o most antibiotics will drive an
increasing demand for medicsl microbmlages] testing

I addition & T direct diagnosis of human disease, microbiclogical analy=s 15 also used to
manikor the qualty of cur drinking water, sur {ood supplies, emdronmeantal contaminatien and in
varnious industisl processes.

Microbiological i2sis are carried oul in hospital laboratories, private pathology laborstories and
foed mnd arviconmantal tastng Bboealormes asund workd

2 - The current role of the agar plate in laboratory
processing

Diner of the mainstays of microbiolegical analysis is the “sireaked agar plate”.
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Thig techniquo which uees agar based growth media in Pedri dizhas for growing and isolating
micrabiiogical calones was developed Dy Roben Koch in the &g 18005, 11 hes Decome an
assenlial teol in michoblology eince it prevides & mathed of culturing micro-organiems nowhich
al ol ihe indiviceals in a cullure have descended from a singe iIndividyal, This faciliates the
warlification of individusl micro-onganieme without the confounding presence of cther, diferant
TS 01 MICI-0rganisms.,

The technigue involes
1. Tha preparation of an agar plata.
2. The stregking of a test sample anto the plata.
3. The incubaion of ihe plate.
4, The axaminaton/idontification of any colonios that grow an the plate.

Many other processas in laboratory medeine have bean autemated but the streaking and
reading of micre plates has remained a labour intensive task.

The streaking ol micre plates in parbcular i lbour intengive and repeditive. It is a manual task
that must be parformed by (rained Slatfl. inihe Australian diagnasic patnology noustry, &t east
12 milbon agar plates are manualy streaked sach yoar,

Thera is enomous intarest in devaloping technigues to eliminale the use of agar plates. We
niead tEchrgues that are faster, mone ameneble 1o awometion and that don’t require 0 many
skilled stall New lechaigues based on molecular technologies iogather with growth based
teatng methods and immuncassay methods are starting to be used in micobiclogy
laboralones. Howevar, a1 present they are largely adding to the tests availeble rom the
laroralony tafner than aliminating the need for streaked agar plates. In fact, the broad
appicabdity of the agar plate technigua will almost caranly enswe hal | ramans an assential
ool of the microbiolegy kaboratory for the nest 10-20 years.

3 - MicroStreak Technology

LabTech Systems have dasikned a system bo auldmad the preparabon and streaking ol
micobickegical plates. This system & ntended o replace many ol the maneal processes
imvcived inthe sel up and sireaking of an agar plate. This system has the polential 1o

¢ Increase microbology aboratery productivity by reducing laboralony oparaling cosis.

= Enable: faster I11k;l1.ll,]t,:-hlﬂ" sam pla procassing, by radwcing sel up ma walhosul
increasing staff numbers.

»  Improve the quality of results by standardising techniques and reducing the pelential for
human erar.
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& |mpiowve ocoupational heakih and safely by reducing the opporiunily for operaiod
papasure o infectous disease and repebtive strain injury

| e nit pivysically evaluated the MicroSireak technology but an examination of ns
specifications sugoess that © hat the polental to ackhave thess goald

4 — The market opportunity for automation of micro
processing

Wiith more and mare demends on the heath system there is huge drive o reduce diagnostic
coasis. Other areas of diagnostic pathalogy such a3 hoemaiclogy, clinical dhemistiry and
immuacgatholegy have besn edensively autamated bul microbiclogy has remainad 2 largaly
ranual proceas. Thers @ a huge potenbal to reduse misrabislogy laboratery coals by
ahrminating manual procasses,

LabTech sysbems suppled data demanstrating thal the process of Basessing 8 request fom,
sebecing an agar plate, abeling the plate, steaking the plate and stacking the plates for
trarapodt (o e incubators typicaly takes 1 te 3 minutes depending on the type of sample being
set up. My personal observaion of staff carrying out these processes inmy own aboratory
confirms these times. It is these processes that the MicroStreas technology secks fo aulomate.

Based cn my knowledge of the number of plates my laboratony uses and our size relative o the
Ausiralian l;liag'u.t:.l:il.' pﬂ"'ll’.l'l.:ld}' i|:l:.!|..-1;.||:,r I eslimale that at l=asl 12 milion agar plaies ame wsad
eyeny year by Australian diagnaostic pethology laboratories alans. Assuming 2 minuiss sat up
time per plate, this eguaes to &l leest 300 person yeears of effort |ust streasing agar pates
From this we may conclude thet laborataries acrass the warld imaahead B diagrashc pathoicgy
and environmental, losd and water qualty testing must employ tens of thousands of perscn
years of staff time every year just steaking agar plates.

A lechmniiogy that can economicaly automate his step has a consierable makel 10 aCcess

Authors note

In preparing this rapod | have made all ingquines whizh | believe ae desiable and appropriate to
its preparation. This has includsd inguiries of the inveniors of Micro3treak and discussions
regarding merehialegy laboratory processng with microbiclogy scientists and with experts in
laboratory opem@ations. | have used this informason together with my osm mare than 30 years
eyperence in labaratory management to prepare this report. No matters af significance, wheth |
,-ﬁ':gan;l eafrglevant have, (o my krowledge, been withheld from the report

i | '.'l' 5 =
Were \ A.mu;\

Foss F Vining
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5.2 Report by Mr Mike Norriss, Mayne Pathology

Eeport for LabTech Systems on MicroStreak® Technology.

The 1solation and identification of bacteria from clinical specimens 15 a
fundamental investigation in the treatment of disease in both human and
animal species.  Following the izolation of pathogenic bactena,
suscepiibility of the organism to antimicrobial substances such as
antibiotics can be determined and advice provided to clinicians as to
appropriate treatment. Dhagnostic microbiology laboratories have been
established o service the needs of hospialised patients and community
patients as well as the requirements of animal health. In addition to
providing information for the health of individuals, diaznostic
microbiology laboratories provide essential services in public health,
alerting authorities ol outbreaks ol senous mlections affecting the
population. Microbiology also works for the prevention of discase
through monitoring environment and food production,

Since the discovery of the significance of bacteria to human health over a
hundred years ago, microbiologisis have relied on the isolation of the
organism on enriched agar media. The waditional petri dish containing
gelective and enriched media is still the comerstone of diagnostie
microbiology. Clinical material 1s placed onto the agar surface either by
swab or as a liquid and streaked out to allow the growth of single colonies
ol organisms. Often pathogenic bactera are present in small numbers and
the material is placed im0 enrichment culture broths to allow the
pathogen to multiply for further plating cut for isolation. Many clinical
specimens contain multiple bacterial species, many of these species will
be commensal organisms and not usually pathogenic, the art in
microbiology 15 the separation and dentthecation of the non pathogenic
from the pathogenic.

The techmgque used in spreading out the noculum is referred to as
streaking, a relatvely simple process whereby a stenle wire loop or
disposable plastic loop 1s drawn through the inoculum across a third of
the agar service three to four or more imes. The loop is sterilised or
replaced and the process ic repeated through the first streaks and then
again through the second streaks. Usually this 1s sufficient to spread any
organisms out so that they can multiply during incubation to produce
single strain c¢olonies. A microbiclogy scientist or technician becomes
adept at the sircaking mcthod in time so that the resulting isolation rates
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of pathogenic bacteria from clinical are consistent with their technique
however there is variation between individuals as with any manual
method, A pathogenmc LJIEHI'IiS-I'['I can be missed if it is not Sumcic1it|}-'
spread out from the original inoculum where its characteristic growth
appearances or reaction with an indicator within a selective medium
cannot be observed.

A large busy diagnostic microbiclogy laboratory will receive hundreds of
specimens on any day, and, according to the type and source of specimen
will process each specimen by manual methods. By far the most
common specimen referred to a diagnostic microbiology laboratory 15 the
urine specimen. The urine specimen is cultured using usually one or two
media types with usually only 20% of specimens requiring more than a
simple screening culture technique. Urine cultures require quaniitive
cultures, usually using a calibrated moculum loop. Mest specimens other
than the urine cultures require multiple types of media both solid and
liquid to detect likely pathogens, for example a laecal specimen may
require four different selective agar plates and an enrichment broth, the
latter will be streaked out onto solid media after overnight incubation.
Each specimen processed takes a set amount of time according to the
complexity of the required set up. Whereas the other disciplines in
pathology, haematelogy, biochemistry and immunology have been able 1o
automate many of ther traditional processes, automation n microbiclogy
has been limited to only a few areas such as blood cultures and
antimicrobial susceptibility testing. Even these two arcas still require the
use of culture plates and the streaking process at some stage. There are
recent developments in technology that do not rely on the isolation of
organism to identify the cause of diseases, such develepments include the
use of molecular methods that rely on the detection of bacterial DNA n
climical material. However, despite huge investments in research the
techniques remain expensive and very disease specific. The role of the
simple agar plate seems destined to contmue for many years yet.

The cost of labour 1s always increasing while the funding by governmenis
and other sources is constantly under downwards pressure. To remain
viable, both privaie and public pathology laboratories have sought to
reduce their operating costs through utilising antomation and less skilled
{cheaper) labour where possible, The latter option has been exhausted in
most instances where certain levels of skill are stll required to perform
many of the tasks in a laboratory, Many orgamsations have sought to
rationalise and centralise their operations where the economies of scale
can be achieved.. Microbiology is a discipline that can be relatively
easily brought into a centralised facility although it is more with the
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concentration of skilled staff that achieves the savings. Consequently the
smaller pathology laboratories have seen their microbiology departments
reduced to only that which 15 required for acute care. It 8 in the large
centralised laboratory that the mass processing of specimens is scen and
antomation would have its biggest impact.

The MicroStreak® technology.

From what | have read in the descnption of the MicroStreak® echnology
the system has been designed to provide an altemative to the traditional
streaking of the agar plate. This technology takes & liguid medium and
places a measured amount as an inoculum then uses a sterile disposzble
plastic device that passes through the inoculum and by rotating the agar
plate allows for the micro-organisms present to be sufficiently separated
from each ather to allow their charactenstic growth into single colonies to
be observed. From the photographic evidence provided to me the
bacterial colonies obtained from the MicroSireak® technology when used
on the same media and using the same bacterial suspension appears to
show adequate and consistent colony separation with that obtained using
the traditonal strealang technique.

With what I have said above concemning traditional microbiclogical
techniques then the technology would appear to work.

As evidenced to me the time laken for the streaking process is
significantly reduced from that of a reasonable adept scientist or
technician and there 15 reasonable grounds to sugeest there 15 a
consistency in the technology to provide a more standardised method of
organism separation from inoculum

At the stage of development that has been descrnibed to me, the
MicroStreak technology would have limited application to a busy clinical
microbiology laboratory that I am familiar with.

To provide a system that could be useful in a clinical laboratory the
following development would be needed.

1. A means by which a swab of climeal matenial can be converted to
suitable inoculation method, either through suspension m a hgud
or inoculated directly onto plates.

2. 'I'nat the system is automated sufficiently to allow the programmed
sclection of the vanous agar plates to allow the operator to provide
the elinical material inoculum and thence the system inoculates and
streaks those plates.
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3. From the point above, that the plates are labelled with human
readable labels during the process providing the identification of
the specimen.

4. The total process from presenting the clhimcal matenal to the
completed processing of the agar plate(s) is significantly faster and
more slandardised than the manual method.

5. The operation and servicing (as fas as consumables) requires
significantly less lzbour input tham is required for manual
processing of the same number of specimens.

If the above criteria could be achieved then such a device would be
attractive to larger diagnostic services. As stated earlier, both private and
public institutions are seeking cost reduchon opportunities. Frovided the
device meets investment rules of the institution which 1in most cascs arc
based on

Reduction in labour and/or overall costs

Improvement in Occupational Health and Safety

Improved cutcome for patient care through better technique

Reduction in waste and lessened environmental impact.

- & = =

The company that 1 am employed by, Mayne, has at least four large
diagnostic microbiology laboratories within Austraha that would have the
capacity 1o employ automated inoculation and streaking technology.
Mayne has zbout 30% of the market in Medicare funded pathology
expenditure in Australia, There are at least two others companics with
similar capacity nationally.

-~

O

-

—

-

Mike Norriss. MASM

Natioral Operations Manager, Mayne Pathology.
460 Lower Heidelberg Rd..

Heidelberg, Vie 3084

Australia

6" Seprember 2005
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Phillips
Ormonde
29 August 2005 F!IEDBUI ck

6. INTELLECTUAL PROPERTY REPORT

o

Dear Sirs

=
e

INTELLECTUAL PROPERTY REPORT - LABTECH SYSTEMS LIMITED
1. INTRODUCTION

We have been asked by the Directors of LabTech Systems Limited ("LabTech™) to
prepare an intellectual property report for inclusion in a Prospectus to be issued by
LabTech. This intellectual property report (“this Report®) is to address the patent
position of Medvet Science Pty Ltd (*Medvet'), the owner of technology (“the
Technology’) related to a device for streaking a microbial sample (together with
apparatus embodying that device and a method for using that deviee) that 15 licensed
to LabTech. This Report is also to address the trademark position of LabTech in
relation to the MICROSTREAK mark it has adopted for use with the Technology.

Phillips Ormonde & Fitzpatrick is a firm of Australian patent and trademark
attornevs. We do not act as patent or trademark attorneys for LabTech, nor do we act
as patent or trademark attorneys for Medvet in relation to the technology licensed by
them to LabTech. In terms of Practice Note 42 (Independence of Expert’s Reports)
issued by the Australian Securitics and Investment Commission, we consider
ourselves as independent for the purpose of preparing this Report.

g ¥ @ R & p=

The undersigned is a registered Australian patent attorney and a registered Austrahan
trademarks attorney, and has the appropriate technical qualifications to provide ..
advice on patent matters relevant to the technologies licensed by LabTech.

©

This Report is provided in sections, as follows:

General Information Regarding Patents

» What is a Patent?

»  Requirements of Patentability

» The Examination and Acceptance of Patent Applications
Procedures for Obtaining Patent Protection in a Range of Countries

» Potential Limitation of Patent Protection

International Patent Application Licensed to LabTech
= Cieneral

» The International Patent Application

# The International Search Report :
» The Written Opinion o

Page 1
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= Our Opinion Regarding the International Search Report and the Written Opinion
= Ohiher Prior Ant Considered During Our Review
»  Matters Not Considered By Our Review

Freedom to Operate - Patent Infringement Searching
+ Introduction

»  General

= The LabTech Infringement Search Strategy

# The LabTech Infringement Search Results

= Our Conclusions on Infringement Search Results

= Infringement Search Results as Prior Art

General Information Regarding Trademarks

= What is a Trademark?

» HReguirements for Registrability

# Procedure for Obtaining Trademark Registration in a Range of Countries

Trademarks Owned by LabTech
» General Listing of Trademarks
= Conflicting Trademarks

This Report is complex and long. In an attempt 1o ensure that imparitant issues addressed by this Report
are nof overlooked by a reader, we have highlighted some areas by bolding the introduciory comment "It
is important to note that ... ". However, we strongly recommend that this Report nonetheless be read and
understood as a whole.

2. GENERAL INFORMATION REGARDING PATENTS
20 What ix o Patenr?

A patent is a monopoly right granted by the relevant national Patent Office on behalf of the government
of a country in return for publication and full disclosure of an invention. The monopoly right enables a
patent owner to prevent third parties from exploiting the invention without its consent. The owner of a
patent has exclusive rights to manufacture, import, use, keep, sell, offer for sale or otherwise exploit the
products or processes protected by the patent in the countries where patent protection has been granted.
A third party infringes the patent if it exploits the invention without consent of the owner.

Patents can be licensed by the owner of a patent to third parties, so that the licensee has the same right to
exploit an invention. In the case of an exclusive license, the patent owner itsell cannot exploit the licensed
patent in a particular country where the patent owner has granted an exclusive license to another party in that
country.

Patents have a limited term, wsually 20 years, subject to the payment of maintenance or renewal fees, after
which the patented invention is available for others to use without restriction.
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The main requirements for patentability are that an invention must be novel and inventive at the priority
date of the patent application, the priority date normally being the date of the first filing of a patent
application for the invention. These requirements are similar in most countries.

2.2 Requiremenis for Patentability

In order for an invention to be “novel”, the invention must merely be different to what was known in the
art at the priority date - the invention cannot previously have been made available to the public. For an
invention to be “inventive”, the invention needs to be an advance over what was known in the arn at the
priority date, and the advance must not be one that was obvious to a skilled addressee at the priority date,

&.d The Examination and Acceptance of Patent Applications

It is important to note that virtually every country examines patent applications, conducting its own
search of the prior ant to determine if the invention is indeed novel and inventive. This sometimes results
in patent applications being refused by a Patent Office. or being narrowed in their scope of protection,
sometimes in a different fashion in different countries,

Until a national Patent Office examines a patent application, accepts the application, and grants a patent,
there will be uncertainty regarding the scope of protection (if any) that might be available to a patent
applicant for its invention. A patent applicant can conduct its own searches in an effort to reduce this
uncertainty, and in an effort to predict what the results of a Patent Office examination might be.
However, even if these searches are conducted early in the life of a patent application, there will still
remain unavoidable uncertainty until patents are actually granted.

2.4 Procedure for Obtaining Patent Protection in a Range of Couniries

In most cases, patents are granted on a country-by-country basis. There is an international convention
that enables foreign patent applications to be filed within twelve months of the priority date, enabling a
foreign patent application to also claim that priority date as the date that it will be assessed for novelty
and inventiveness.

These foreign patent applications can be filed directly in a country or region of interest, or through an
international system referred to as the Patent Co-operation Treaty (PCT). Approximately 127 countries
have adopted the PCT system. The effect of filing an international patent application under the PCT 1s
generally the same as filing individual patent applications in all of the countries designated in the
international patent application. Within prescribed time limits, it is necessary to then file national phase
applications (from the international patent application) in all of the countries in which patent protection 1s
to be sought. This may include some or all of the countries designated in the intemational patent
apphication.
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2.5 Potential Limitation of Patent Protection

Even after a patent is examined by a Patent Office and granted, it is possible in most countries for third
parties to challenge the validity of the patent. A successful challenge to the validity of the patent can
result in the patent being revoked or further narrowed in scope. Such action may take place in opposition
proceedings before a Patent Office, or before a court such as the Federal Court of Australia.

3. INTERNATIONAL PATENT APPLICATION LICENSED TO LABTECH
I.0 Ceneral

LabTech has advised us that it is the licensee of the invention described and defined in the following
international patent application. Medvet has confirmed this to us in writing. However, it is important to
note that we have not been provided with a copy of the license nor been advised of the conditions of the
license.

An imternational patent application aimed at a device for streaking a microbial sample, an apparars
embodving thar device, and a method for using thar device.

Title: “Microbial Streaking Device™
Current applicant: Medvet Science Pty Lid
International patent application: PCT/AUZO05/000079

Filing date: 21 January 2005

Earliest priority date: 21 January 2004

{via Australian provisional patent application 2045402 T

3.2 The International Patent Application

International patent application PCT/AU2005/000079 (‘the Medvet PCT application’) presently
encompasses a device for streaking a microbial sample, and more particularly relates to a streaking brush
for streaking samples on the surface of a solid growth medium for obtaining single microbial colonies, for
example from clinical specimens taken for medical diagnostic purposes.

The invention described also relates to an apparatus for the automated streaking of samples to obtain
single colonies, the apparatus including as a part thereof the device mentioned above. The invention
described also relates to a method of streaking a liguid sample using the device mentioned above.

[t is the claims of a patent application that seek to define the scope of protection being sought, and it is the
claims that are substantively examined by a Patent Office to determine if they define an invention that is

hoth novel and inventive.
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The Medvet PCT application presently includes claims directed w a streaker device per se (namely,
claims 1 to 35), clams directed o an auwtomated streaking apparatus that uses the sireaker device
(namely, claims 36 to 58), and claims directed to a method of streaking single colonies using the streaker
device (namely, claims 59 to 69).

The Medvet PCT application was officially published on 4 August 2005 under international publication
number WO2005/071055, and is due for national phase entry by 21 July 2006 in most countries (and by
21 August 2006 in some). A full listing of the countries that are presently members of the Patent
Cooperation Treaty is available at www.wipo.int/patentscope/en.

It is important to note that the progress of Medvet towards the gramt of a patent in any country of
interest is thus in its early stages. Due to this, any assessment of whether valid and broad patent rights
could eventually be granted for the invention (in any country) will be somewhat speculative.

2.3 The International Search Report

Shortly after filing an international patent application, the Intemational Receiving Office (in this case the
Australian Patent Office) conduct a search to provide a patent applicant with an indication of the type of
prior art that might later be encountered during examination before any national Patent Office. The
results of this search are provided to the patent applicant by way of an International Search Report (1SR).

It is important to note that the International Search Report published with the Medvet PCT application
identified two pieces of prior ant as being relevant, for both novelty and inventiveness purposes, but only
to the patentability of present claims 1 to 9. The two prior art documents were international patent
applications published under numbers WO2001/090296 (Digene) and WO2001/ 066686 (Micro Med).

J.4 The Written Opinion

Shortly after issuing an International Search Report, the International Searching Authority (in this case,
again, the Australian Patent Office) review the prior art identified in the International Search Report and
provide an opinion on its relevance. (iiven that the Patent Cooperation Treaty does nof provide a patent
granting process, this is a non-binding opinion that is prepared for the benefit of the patent applicant — it
provides an early indication of the type of prior art that might be located by national Patent Offices during
subsequent national examination procedures. Indeed, in some countries, no further searching will be
conducted and the International Search Report, and the Written Opinion, effectively forms the basis for
EXaminaton.

Therefore, if a negative Written Opinion is received, it is sometimes in the interest of a patent applicant to
respond with argument in an atiempt (o obtain a clear Written Opinion. At this stage, a patent applicant is
also able 1o make amendments to the patent specification, such as to narrow the claims to distinguish the
invention from that disclosed in a prior art document.
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If a patent applicant chooses to respond to the Written Opinion, the international patent application enters
a phase of the Patent Cooperation Treaty called International Preliminary Examination. At the end of this
phase, and after whatever arguments or amendments are submitted have been considered (possibly after
several such submissions), an Intemational Preliminary Examination Report (IPER) is prepared and
published by the International Searching Authority.

It is important to note that the Written Opinion prepared by the Australian Patent Office for the Medvet
PCT application, prepared after an Australian patent examiner reviewed the prior art identified in the
International Search Report, stated that the two prior art documents mentioned above were nof as relevant
as first thought. The Written Opinion stated that all claims were rovel in the face of these two prior art
documents. The Written Opinion however confirmed that the invention defined in claims 1 to 9 could not
be considered inventive in the face of those two prior art documents.

As at the date of this report, we believe that the patent applicant has not entered the International
Preliminary Examination phase, and thus has not yet submitted either argument or amendments in
response 1o the Written Opinion.

4.5 Our Opinion Regarding the International Search Report and the Written Opinion

In our experience, the searches conducted by the Australian Patent Office are sometimes quite narrow and
not particularly useful as an aid in determining what prior art may be encountered duning later national
Patent Office examinations. The databases consulted to perform the search, and the catchwords used by
the searcher, are sometimes quite narmow. Also, the actual relevance, or not, of the documents located by
a search, 15 sometimes not properly appreciated by the searcher.

Most Australian patent attorneys will thus regard the results in an Intemational Search Report with some
suspicion. It 1s possible that there will be more relevant prior art that will be located at later stages duning
further searches conducted by national Patent Offices (if national phase entries are later made by the
patent applicant). and it is also possible that the prior art identified in the International Search Report 15
not as relevant as is stated.

We have reviewed the scarch strategy used by the scarcher in preparing the International Search Report
for the Medvet PCT application. That search strategy seems unduly narrow. It 15 our opinion that this
will have resulted in a search that is not likely to have located a majority of relevant prior art documents,
It is thus important to note that we believe it 15 nor reasonable 0 regard this Imternational Search
Report as an adequate search for the purposes of determining the likelihood of the patent applicant
gaining grant of valid and broad patents in any country,

We have also reviewed the two prior art documents that were identified in the International Search Repon
as being relevant, and were subsequently raised in the Wrntten Opinion as being relevant to the
inventiveness of the invention defined in claims 1 to 9. Our conclusions from that review are as follows:

I. In our opinion, WO2001/090296 (Digene) is nor likely to be regarded as relevant for either
novelty or inventiveness purposes, contrary to the view expressed in the Wntten Opinion.
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2, In our opinion, WO2001 /066686 (MicroMed) is likely to be regarded as relevant for both novelty
and inventiveness purposes. Indeed, and although we have only reviewed a German language
version of this document (with an abstract and drawings in English), this prior art document 18
likely to prevent broad and valid claims being granted to the streaker device per se. In particular,
it 15 likely that at least claims 1 to 9 will be rejected in most countries.

It is thus important to note that any assessment of whether broad and valid claims might be granted for
the invention in the Medvet PCT application, must carefully review the relevance of at least
WO2001 /066686,

2.6 Other Prior Art Considered During Our Review

For the purposes of conducting our review for the preparation of this report, the patent applicant provided
us with another group of prior art documents. We were not informed of the type of search that lead 1o the
location of these prior art documents, nor were we advised who conducted that search. It is important to
note that we are thus unable to quantify whether the location of these prior art documents is as a result of
a search that we would regard as adequate.

MNonetheless, we have briefly reviewed each of the 24 prior ant documents provided and have the

ri.il.l““'il:l!_.: COHTIrRe s

1. In general, none of the prior ant documents appear to be any more damaging than the prior an
identified in the International Search Report, particularly due to none of them disclosing anything
more damaging than WO2001/066686 in relation to the claimed streaker device per se.

2. However, several of the prior ant documents disclose an awfomated streaking apparatus utilising
similar structures and functions to those apparatus features claimed in claims 36 to 58 of the
Medvet PCT application. Therefore, it is important to note that those apparatus features may
thus not significantly contribute to the patent applicant’s ability to obtain broad and valid patent

protection.

1. Further, several of the prior art documents disclose methods of sireaking single colonies that
utilise similar method steps to those method steps claimed in claims 59 to 69 of the Medvet PCT
application. Therefore, it is important to note that those method features may thus not
significantly contribute to the patent applicant’s ability to obtain broad and valid patent protection.

It is however also important to note that we believe it reasonable for us to conclude that the patent
applicant should be able to obtain grant of patents in most countries, albeit limited to a narrower claim
scope than presently being pursued.



PAGE 30 LabTech Systems Ltd

Phillips|
Ormonde
Fitzpatrick

1.7 Other Matters Identified During Our Review

For the purposes of conducting our review for the preparation of this report, the patent applicant provided
us with a copy of Australian provisional patent application 2004900276 titled “Microbial Streaking
Brush”. This provisional patent application was filed on 22 January 2004 and is the document from
which the Medvet PCT application claims priority.

The claims presently in the Medvet PCT application are entitled to a priority date of 21 January 20035,
For them to be entitled to a priority date of 22 January 2004, the subject matter of each claim must be
found in the provisional patent application. Our comparison of the claims with the content of the
provisional application has revealed that many claims will mor be entitled to claim priority of 22 January
2004,

Therefore, it is important to note that the relevant date for assessing the novelty and inventiveness of
the claimed invention will be 21 January 2005 and not 22 January 2004 for many of the presently worded
claims. We do not know if any scarching has been conducted for disclosures made (by third parties, by
the patent applicant, or by the inventors) between the filing of the provisional patent application (22
January 2004) and the intermational patent application (21 January 2005). In many countries, such
disclosures will be damaging.

Finally, much of the material added to the Medvet PCT application on 21 January 2005 relates to the
automated apparatus illustrated in Figures 11 and 12 and claimed in apparatus and method claims 36 1o
69, It is possible that collaboration by Medvet (via the nominated inventors) and/or LabTech with
Advanced Rapid Robotics Manufacturing (ARRM) to develop this automated apparatus has led to there
being individuals other than the nominated inventors who might additionally be regarded as inventors.
This often occurs in situations of this type. It is important to note that the omission of inventors can
give nise to significant difficulties in most countries — it is thus important to ensure that all actual
inventors are included in any patent applications filed.

3.8 Matters Not Considered By Our Review

It must be understood that there are a large number of grounds upon which a third party 15 able to
challenge granted patents (and in some countries, recently accepted patent applications). The grounds
available are numerous and legally complex, and can vary in subsiance and practice from country to
country. It would be inappropriate for this Report to endeavour to identify any and all such potential
problems. Such a detailed review might more appropriately be conducted during a due diligence being
conducted by a potential investor.

It is thus important to note that we have endeavoured to identify and consider the major patent validity
areas of novelty and inventiveness, whilst identifving any other 1ssues that have become apparent to us
during our review, It is on this basis that this Report has been prepared.
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4. FREEDOM TO OPERATE - PATENT INFRINGEMENT SEARCHING

4.1 Introduction

The Australian patent attorneys for Medvet, namely APT Patemt & Trade Mark Attorneys of Adelaide,
Australia, have conducted a search in order to form a peneral view on the likelihood of the
commercialisation of the Technology infringing any third party patent rights.

4.2 General

A patent infringement search is a very specific type of search. It is a search of only patents and patent
applications (not other types of published documents), and only patents and patent applications that are
currently alive. Expired (old) patents and lapsed patents or patent applications can be ignored. Patent
infringement searches must be conducted using data derived directly from a particular country’s official
Patent Office database. Some of these databases are available on-line; many though only provide an
abbreviated version on-line (that is not easily or completely searchable), while some are not accessible
on-line and must be searched manually,

There are also various commercial databases that purport to offer complete or abbreviated versions of the
data on national Patent Office databases, sometimes combined so that multiple countries” databases can
be covered in a single search, There are sometimes limitations and restrictions in using these commercial
databases.

Importantly, patent infrningement searches are conducted using the Intemmational Patent Classification
(IPC) svstem. The majorty of countries categorise the subject matter of every patent application lodged
in their country into one or more classes in the IPC. Thus, to conduct a patent infringement search, a
searcher must first identify all [PC classes in which the subject matter might be classified, from which a
finite number of relevant patents and patent applications can be identified. To conduct the search
thoroughly, the searcher must then review every patent or patent application in the relevant [PC classes.
I the wrong [PC classes are selected, or too few are selected (or not every patent and patent application in
a relevant IPC class is available), there is a danger that a relevant patent or patent application will not be
reviewed,

Conducting patent infringement searches is expensive, more so if there are multiple countries of concern,
and particularly in areas of technology where there is much patent activity, Although computer databases
can generally be used, much of the scarching is still conducted manually and is extremely time intensive.

Any effort to reduce costs usually requires the searcher fo select only some of the patents and patent
applications in the relevant [PC classes to be reviewed. For example, costs are sometimes reduced by
looking at less IPC classes, by only looking at patents and patent applications contmning certain
catchwords or in the name of certain companies or individuals, or by using one of the abbreviated
commercial patent databases (and avoiding the use of local agents and local databases). It is important
to note that a reduced cost patent infringement search is a risky patent infringement search, in that the
chances of locating every potentially problematic patent and patent application in a country are reduced.
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Finally. it is important to note that patent applications are generally not made publicly available (for
searching purposes) until 18 months after their earliest filing date. Therefore, any patent infringement
search cannot have considered the relevance of patent applications filed in the preceding 18 months. For
rapidly developing technologies, this is a severe limitation on the search.

4.3 The LabTech Infringement Search Sirategy

We understand that LabTech required patent infringement searching to be conducted in Australia, the
United States, Europe, Japan, Canada and New Zealand. We understand that the subject of the searching
was the Technology as generally described in the Medvet PCT application. Due to the prohibitive costs
of such searching (amplified by the broad and varied nature of the subject matter generally described in
the Medvet PCT application), LabTech instructed reduced cost infringement searching to be conducted.

We have reviewed the resulis of the infringement searches conducted by APT Patent & Trade Mark
Attorneys. It is important to note that all of the cost reduction steps exemplified above appear to have
been adopted by APT o reduce costs. In our opinion, it is thus not possible to conclude that the patents
and patent applications located by the APT searches represent the only infringement risks.

4.4 The LabTech Infringement Search Resulis

In the time we have been given to review the search results, we have not been able to independently
verify the status of all patents and patent applications identified in the search results for each country,
Mor have we had enough time to carefully review each patent and patent application to form our own
view (or seek the view of a foreign patent attorney) on whether any would be infringed by LabTech’s
commercialisation of the Technology in a particular country.

Clearly, we are also unable to comment on whether any of the identified patenis are likely to be valid, or
whether any of the identified patent applications are likely to lead to grant of valid patents.

4.4.1 Australia

The APT search identified two Australian patents as being possible infringement risks, namely Australian
patents 747115 and 599094, APT formed a view that at least Australian patent 399094 was not relevant
due to its claims containing limitations not present in the Technology.

4.4.2 New Zealand

The APT search did not identify any New Zealand patents or patent applications that might be possible
infringement risks.
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The APT search identified three patents in European countries as being possible infringement risks,
namely British patent 2337589, German patent 19882221 and European patent 242114, APT formed a
view that at least European patent 242114 was not relevant due to its claims containing limitations not
present in the Technology. It should be noted that we do not know (and are unable to determine) what
country coverage there was for the search in Europe.

4.4.3 FEurape

L 4.4 United States

The APT search identified fourteen patents in the United States as being possible infringement nisks,
namely US patents 4,613,573, 4,687,746, 4,956,297, 4,981,802, 5,146,928, 5.206,171, 5279964,
3.756,304, 5,952,191, 6,096,272, 6,617,146, 6,660,519, 6,723,528, and 6,843,962, APT formed a view
that at least US patents 4,981,802 and 6,617,146 were not relevant due to their claims contaning
limitations not present in the Technology. It should particularly be noted that we have not ourselves
reviewed these US patents and we are not, in this Report, providing any opinion on the likelihood of the
commercialisation of the Technology in the United States being an infringement of any US patents.

4.4.5 Canada

The APT search identified six patents in Canada as being possible infringement risks, namely Canadian
patents 1,011,631, 1,286,621, 1,302,932, 2,136,302, 2,284,091 and 2,291,122, APT formed a view that at
least Canadian patents 1,302,932 and 2,284,091 were not relevant due to their clmms containing
limitations not present in the Technology.

£.4.6 Japarn

The APT search identified ten properties (either patents or patent applications) in Japan as being possible
infningement nsks, namely JP63-017580, JPO1-185662, JPO1-314529, IPO5-052670, JP05-191892, JP05-
344535, JPOB-166201, JP0O9-122687, JP09-276277 and JP10-197946. APT formed a view that at least
Japanese properties JPO1-185662, JP0OS-191892, JP05-344535, and JP10-197%46 should not be relevant
due 1o their claims containing (or likely 1o contain) hmitations not present in the Technology.

4.5 Our Conclusions on Infringement Search Resulrs

When new technologies are developed and commercialised, there is always uncertainty regarding the
possibility of the commercialised produet infringing the patent rights of others. The uncertainty is
magnified when the commercialisation is 1o be undertaken in numerous countries. The uncertainty is
normal and unavoidable. LabTech has attempted to determine the magnitude of the infringement risk in
various countri¢s, in an effort to minimise the uncertainty, and the infringement searches conducted by
APT have gone some way towards doing that. However, there remains uncertainty in most countries.
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As LabTech move closer to developing the precise form of the apparatus and device that will ulumately
be commercialised, and prior to making commitments to commercialisation activities in particular
countries, it would be prudent for LabTech to re-visit the APT infringement searches. At that time,
LabTech will need to determine if the searches were thorough enough for their purposes, whether the
searches need updating, whether more specific advice needs to be taken in relation to the patents
identified (including advice on the likelihood of a problematic patent being valid), and whether alterations
to the Technology might need to be made to further minimise any infingement nsk.

However, as at the date of this Report, it is important to note that there remains uncertainty regarding
the likelihood of the commercialisation of the Technology by LabTech infnnging any third party patent

rights.

4.6 Infringement Search Results as Prior Art

Any patent or patent application that is located during a patent infringement search may be relevant as
prior art for the purposes of determining whether the invention defined in the claims of the Medvet PCT
application is novel and inventive. Therefore, we have briefly considered the patents and patent
applications identified in section 4.4 above to determine if any may be more relevant than the two prior
art documents discussed in sections 3.5 and 3.6 above. In this respect, it appears that at least the Japanese
properties JP01-314529, JPO5-052670, JPOR-166201 and JP10-004952 may be as relevant as the two prior
arl documents discussed in sections 1.5 and 3.6 above,

5. GENERAL INFORMATION REGARDING TRADEMAREKS
5.0 What is a Trademark?

A trademark is any "sign” which is used 1o distinguish the goods of one business from the goods of any
other business. Most trademarks are words or logos, but sounds, shapes, colours and scents are examples
of other things that can be trademarks.

It is possible for a trader to use and acquire rights to a trademark without applying for registration of the
trademark (‘common law” or unregistered trademarks). However, by applying to register a trademark the
following benefits may be obtained:

{a) The registered owner can be reasonably confident that use of the registered trademark does

not infringe any other trademark registration;

(b) A trademark registration puts other traders on notice that the registered owner claims
ownership of that trademark;

{¢) It is easier to prevent other traders from using a registered trademark than it is to prevent
them using an unregistered trademark;

(d) Any rights acquired by use (which is the basis of common law or unregistered trademarks)
are usually limited to the area where use can be shown, whilst registered rights are normally
Australia-wide



LabTech Systems Ltd PAGE 35

Phillips
Ormonde
Fitzpatrick

5.2 Requirements for Registrability

A trademark application will be rejected if the trademark, amongst other things, is not capable of
distinguishing the specified goods from the goods of other persons (namely, is not “distinctive’ but is
merely descriptive of a characteristic or quality of the goods), contains or consists of scandalous matter or
its use would be contrary to law, would be likely to deceive or cause confusion if used in relation to the
specified goods, or is substantially identical with (or deceptively similar to) a trademark registered or
pending in the name of another person in respect of the same or similar goods (unless particular
exceplional circumstances can be shown).

5.3 Procedure for Obtaining Trademark Registration in a Range of Countries

Trademark laws throughout the world are not harmonised, and a separate trademark registration is often
required for each country in which trademark protection is desired. Regional trademark registrations are
available in some areas, such as Europe (via the European Community trade mark system). It is now
possible to obtain a single intemational trademark registration covering more than 50 countries that are
members of the Madrid Protocol, but some of Australia's major trading partners are not yet members of
the Madrid Protocol.  Additionally, even with an international registration under the Madrid Protocol,
separate national examination requirements are still required to be met for most member countries.

6. TRADEMARKS OWNED BY LABTECH

6. I Greneral Listing of Trademarks

We have been provided with evidence, and have ourselves independently verified, the existence of the
following trademark applications and registrations.

Trademark: MicroStreak
Current Owner: LabTech Systems Lid
Goods: (International Class 9) - Apparatus and instruments for scientific

use; apparatus and instruments for use in testing and processing of
microbiological samples; apparatus and instruments for agar plate
inoculation; and parts and accessories related thereto.

Applications: Candcda 1258570 (filed on 24 May 2005)
Fegistrations: Australia 1024246 (in force to 11 October 2014)
International 854109 (in force to 23 May 2015)

The International trademark application was filed under the Madnd
Protocol and designated Ching, Germany, France, United Kingdom,
fraly, Japan, South Korea, and the United States.

Status of Country Designations: Unknown.
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We have not done any independent searching to determine whether any third party may have common
law (unregistered) trademark rnights o a trademark the same or similar to LabTech's MICROSTREAR
trademark.

6.2 Conflicting Trademarks

We also have not done any searching to determine if there are any pending trademark applications or
registrations in any of the above designated countries for trademarks that are either substantially identical,
or deceptively similar, to LabTech’s MICROSTREAK trademark. If there are any such conflicting
applications or registrations, LabTech will be alerted to those in the next 6 to 12 months as each of the
designated countries conducts their own search and examination.

PR AR R R R N R R

In general terms, we have formed the view that Medvet and LabTech have considered and adopted
appropriate strategies for protecting the intellectual property in the Technology. The steps being
taken are still in their infancy and there is thus still a high level of uncertainty, which is normal.

We have given our consent to the issue of this prospectus with this report appearing in the prospectus.
We have been involved only in the preparation of this report and have not been involved in the
preparation of any other part of this prospectus, and specifically disclaim liability to any person in respect
of statements included elsewhere in this prospectus. We have not, other than set out above, been involved
in the preparation of, or authorised or caused, the issue of this prospectus,

We will receive a fee based on time spent in respect of the preparation of this Report. We will not receive
any fee that is contingent upon the outcome of the Prospectus,

One advance drafi of this Report was provided to LabTech. We made certain minor changes to this
Report following circulation of that draft, but net as a result of any comment received from LabTech or
anmvane efse. No changes were made ro the stated opinions, warnings and conclusions made as a resulf of
issuing the odvance dralf,

Yours faithfully
PHILLIPS ORMONDE & FITZPATRICK

-

Lol

d“-b hu-i!t,l[
Pariner
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7. RISK FACTORS

As with any investment in the stock market, an investment in the Company is subject to a number of risks. The price
of the Shares and Options may fall as well as rise.

Any investment in the Company is considered speculative because of the inherent risks associated with the appraisal,
research and development of biotechnology, including its suitability for markets throughout the world including the
process, production, distribution and marketing of any Company Products. In addition, there are risks inherent in
investing in Shares and Options in general.

The Directors have considered and identified in this section of the Prospectus what they believe to be the critical areas
of risk associated with investing in the Company. The risks identified by the Directors are not exhaustive and potential
investors should read this Prospectus in full and seek professional advice if they require further information on
material risks in deciding whether to subscribe.

Some of these risks are general risks, while others are risks specific to an investment in the Company. All of these
may impact the Company's future performance and many are outside the control of the Company and the Directors
and cannot be mitigated.

7.1 Legal Risks
The introduction of new legislation or amendments to existing legislation by governments, developments in
existing common law, or the interpretation of the legal requirements in any of the legal jurisdictions which
govern the Company's operations or contractual obligations, could impact adversely on the assets, operations
and, ultimately, the financial performance of the Company and its securities. In addition there is a commercial
risk that legal action may be taken against the Company.

The Company may be affected by any changes in the Corporation Act, taxation laws, accounting standards
and other legislation.

7.2 Government Policy Changes
Government policies are subject to review and changes from time to time. Such changes are likely to be
beyond the control of the Company and may affect profitability.

Changes in government attitudes on matters such as taxation, competition policy and environmental issues
may bring pressures to review possible changes in government policies. There is a risk that such changes may
affect the Company's research and development plans or its rights and obligations in respect of its patents.
Any such government action may also require increased capital or operating expenditures and could prevent
or delay certain operations by the Company.

7.3 Unforseen Expenditure Risk
Expenditure may need to be incurred that has not been taken into account in the preparation of this Prospectus.
Although the Company is not aware of any such additional expenditure requirements, if such expenditure is
subsequently incurred, this may adversely affect the expenditure proposals of the Company.

7.4  Uninsured Loss and Liability
Research for and development of intellectual property involves hazards and risks that could result in the
Company incurring losses and liabilities to third parties. There is a risk that the Company may not be insured
against all losses or liabilities that could arise from its operations. If the Company incurs losses or liabilities
which are not covered by its insurance policies, the funds available for research and development will be
reduced and the value and/or tenure of the Company's assets may be at risk.

7.5 General Economic Climate
The Company may be adversely affected by a protracted slow down of the Australian economy or other
international economies in which it may operate.

Factors, such as inflation, currency fluctuation, interest rates, changes to legislation, political decisions and
industrial disruption may impact on operating costs and prices. The Company's future income and asset
values can be affected by these factors and, in particular, by the market price for any product that the Company
may produce and sell.
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RISK FACTORS

7.6 Funding
The Company believes that its available cash, additional capital sought as disclosed in this Prospectus and the
net proceeds of this Offer should be adequate to fund the continued development of the projects and other
Company objectives as stated in this Prospectus. In the event that the funds are insufficient, further capital may
need to be raised.

Unless and until the Company develops or acquires income-producing assets it will be dependent upon its
ability to obtain future equity or debt funding to support research, evaluation and development of the research
or products in which it has an interest. The Company's ability to raise further equity or debt, or to divest part of
its interest in a project, and the terms of such transactions will vary according to a number of factors,
including the success of research and evaluation results and the future development of projects, and prices for
Products in the Australian or international market.

7.7  Additional Capital Requirements
There is no assurance that additional funding will be available to the Company in the future or be secured on
acceptable terms. If adequate additional funding is not available, the Company may be required to curtail
significantly its research and development programmes. If adequate funds are not available, the Company's
business will be materially and adversely affected.

7.8 Lack of Operating History
The Company was established on 19 January 2004 and to date has no significant operating history. The Company's
strategy requires significant expenditure, particularly capital expenditure in its establishment phase. Expense
levels are related to management's decisions on pursuing targets that have been delineated during the
Company's project research phase. Revenues, other than interest on unused funds, are unlikely to occur for
some time. The timing and extent of these variables is uncertain and, accordingly, the Company is unable to
predict when profitability will be achieved.

7.9 Managing Growth
To achieve the objectives set out in this Prospectus, the Company will be required to implement operational
and financial systems, procedures and controls and develop, expand, retain, manage and where appropriate,
train its staff. No assurance can be given of the Company’s ability to manage future growth.

7.10 Concentration of Share Ownership
The Directors of the Company have significant Share and Option holdings in the Company as set out in Section
11.7 of this Prospectus. Some investors may consider that this increases the risk of participating in the Offer.

7.11 Dependence on Key Personnel
The Company relies on the technical and management abilities of certain key staff members and outsourced
people. The departure of any of these personnel would be likely to have an adverse effect on the financial
performance of the Company.

7.12 Dependence on Key Agreements
The Company relies on key agreements. Investors should consider the information regrading material
contracts set out in Section 10. External factors beyond the Company's control may impact on the Company's
ability to perform its obligations under key agreements. In addition, the Company is unable to control the
actions of the other parties to the agreement which may adversely affect the Company.

7.13 Product Substitution
The Company results may be adversely affected through loss of sales and gross margins due to product
substitution. The Directors can give no assurances on the impact on future earnings of further product
substitution.

7.14 General Research and Development Risks
Research and development of new technology involves long lead-times. Risks inherent in these activities include:

7.14.1 Uncertainty as to the outcome of the Company's research and development work;
7.14.2 Difficulties or delays in development of any of the Company's potential Products;

7.14.3 Inability to secure key collaborative agreements and licences.



LabTech Systems Ltd PAGE 39

RISK FACTORS

No assurance can be given that Product research and development efforts will be successful, that the Products
will be approved by appropriate regulatory authorities or be capable of being licensed or sold in commercial
quantities or at acceptable prices, or that any Products, if introduced, will achieve market acceptance, or that
appropriate global distribution networks will be established.

7.15 Security of Intellectual Property

To this point in time, appropriate action has been taken to protect the Intellectual Property. The Company's
success will to a large degree depend on its ability to protect its Intellectual Property. It may be possible for a
third party to copy or otherwise obtain and to use its Intellectual Property without authorisation, or develop
similar intellectual property independently. There can be no assurance that any protective measures taken by
the Company have been or will be, adequate to protect its proprietary technology. The sharing and publication
of the Company's operations as a publicly listed Company may increase the risk of unauthorised disclosure of
the Company's confidential information.

7.16 Competition
There may be third parties with greater resources or superior technologies that may result in more effective
products or earlier commercialisation thereby reducing or eliminating market opportunities for the Company.
There is no assurance that the Company will be competitive.

7.17 Absence of dividends
The initial objective of the Company is to obtain sufficient working capital to enable it to fund further development.

The ability of the Company to pay any dividend in the future is dependent upon many factors including the
outcome of its ability to commercialise the resultant research. At that time, the amount, timing and payment of
any future dividend will depend on a range of factors including future capital and research and development
requirements and the financial position of the Company generally at the time.

There will also be factors that affect the ability of the Company to pay dividends and the timing of those
dividends that will be outside the control of the Company and its Directors. The Directors are therefore unable
to give any assurance regarding the payment of dividends in the future, if at all. Therefore, the Shares to be
issued pursuant to this Prospectus or on exercise of Options carry no guarantee with respect to the payment
of dividends, return of capital or the value of those Shares.

7.18 ARRM Liquidation
In 2004, the Company engaged Campbell Corporation Pty Ltd previously trading as Advanced Rapid Robotic
Manufacturing ("ARRM”) to assist with the development of the technology. The Company had entered into a
Heads of Agreement with ARRM in contemplation of a formal agreement. The Heads of Agreement expired
and a formal agreement was not entered into. ARRM was placed in voluntary administration in early 2005 and
is currently in liquidation.

There has been various correspondence between the liquidators of ARRM, their solicitors, the Company and
its solicitors concerning the status of intellectual property relating to the technology and held by ARRM. The
Company is seeking to have its intellectual property returned by the liquidators of ARRM who have indicated
their agreement to returning the Company's intellectual property, which includes drawings, plans, specifications
and prototypes.

A number of risks arise from this situation. These risks include but are not limited to the following:

7.18.1  The Company may be unsuccessful in obtaining its intellectual property from the liquidators
of ARRM and the Company may have to take further action, perhaps by issuing court proceedings;

7.18.2  Whilst not in the possession of the Company, the intellectual property may be disclosed;

7.18.3 If ARRM or any third party use any of the Company’s Intellectual Property, the Company may
take action against ARRM or the third party; and

7.18.4  If any third party sought to allege any right in relation to the Company’s Intellectual Property,
the Company would defend any such action.

7.19 Other Business Risks
The above list of risk factors ought not to be taken as exhaustive of the risks faced by the Company or by
investors in the Company.

The above factors, and others not specifically referred to above, may in the future materially affect the financial
performance of the Company and the value of the Shares and Options offered under this Prospectus.

This investment should be considered speculative and neither the Company nor any of its Directors or any
other party associated with the preparation of the Prospectus guarantee that any specific objectives of the
Company will be achieved or that any particular performance of the Company or of its Shares or Options,
including those offered by the Prospectus, will be achieved.
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8. STATEMENT OF FINANCIAL POSITION

LabTech Systems Ltd

ACH BT {70 4T3

PROFORMA HISTORICAL STATEMENT OF FINANCIAL POSITION ASSUMING FULL SUBSCRIPTION
UNCER THE OFFER AND OTHER SUBSCRIPTIONS OCCUR ON 30 JUNE 2005

Froforma Audited
Higtereal Statement of
Statement of Financial
Financial Fosition 30 June
Mote Pasition 2005
3 1
CURREMT ASSETS
Cach a Bank 3 4,177 401 33570
Racaivables 112 400 27 496
TOTAL CURRENT ASSETS 4 289 801 330175
NON-CURRENT ASSETS
Intangible Asmels 603,566 S48, 747
Othar FLcin] &l
TOTAL NON-CURRENT ASSETS Gld. 326 549,507
TOTAL ASSETS 4,894 127 208582
CURREMNT LIABILITIES
Payables 216,083 172243
TOTAL CURRENT LIABILITIES 215 893 172 243
TOTAL LIABILITIES 215,693 172 243
NET ASSETS 4 676 4343 TG 439
EQUITY
Contributed Equity 4 A Q07 717 1,088 722
Retained Proits! Accumulated Loasas) (3159, 203) {315,283
TOTAL EQUITY 4 678,434 736 438

Thae accaompanying nates form part of thasa financial statements
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ACH BT LT 4T3

MOTES TO THE PROFORMA HISTORICAL STATEMENT OF FINAMCIAL POSITION AS AT 30 JUME 2008

NOTE 1: BASIS OF PREPARATICH

The Proformea Histoncal Satement of Fnancial Pasition as at 30 June 200% hes baen based on the histerical
financial infermaton for the year ended 20 June 2005 by incopomting the follewing rarsactions (proforma
transactions) as though the transactons had cocurmed prior 1o and including 30 June 2005,

(@)  the exercise of 520,000 10 cenl options rising 552,000 between 1 July 2005 to 30 Septembear 2005
i} the arercise of 826 800 15 cenl options mising 5124, 020 betwean 1 July 2005 1o 30 Seplamber 2005;
{c) the kssue of 410,000 shanes al 5020 on 23 September 2000 rasing 542,000,

i) paymnt for the futher cevelopment of the MicmSineak technolngy costing 52:20,000;

el accnal of trade creditor for the furher development af the MicroStreak techrology costing 5106, 700;

the demerger of Apcmah Lid approved by shareholders on 22 September 2005 resulting in the sale by
LabTaech Systems Lt of its interast in the APOMAS technolgy to Apomab Ltd, in conssderation for
one share in Apomab Litd (Apomab Shares) for every share in LabTech hald onihe Approval Data.
Conszquenty e Infangble Asset known as APCHIAAR Oplion Fee at Cost and Accumulated
Amorisation and v payable amounts of the final hwo instalments of the oplion fee were ransfermed to

Apcamak Lid;
gl the issus af 22 500,000 shanes af 5020 sach pursuant (o this praspactus Bo raise 34, 500, 000;

(h) the: setilement of cosis incumed by the Company in relation 1o the caplal raising.

NOTE 2 AUDITED FINANGIAL REPFORT = 1 JULY 2004 TGO 30 JUNE 2003

The unaudited Proforma Higtoncal Statemaent of Financial Postion a at 30 June 2005 should be raad
eonjunclion with the hisicrical financal nformation for the year erdad 30 June 2005 Refarancs should ba made
fx the notes of the historical financia information wherever appropriate in particular the fallowing:

Mele 1 - Slatemeant ol Significant Accaunting Palicias
Mete T - Intsngile Assals

Mote 8 - Payables

Mote 10 - Conbributad Equily

Mote 15 - Ralaled Party Transactions

Mote 19 - Events Occurring Adter Balance Date

Mote 20 - Capital, Royalty and Other Fees Commitments

]
NOTE 3. RECONCILIATION OF CASH BALANCES
Caszh on hard at 30 June 2005 por historical 331,870
Plus: Exercise of 10 ceat options (Mote 1) 52000
Plus: Exercise of 15 ceal options (Mote 1) 124,020
Plus: Capial raised 23 Septambear 2005 [Nota 1) 82000
Plus: Capital raised pursuant to this prospachus (Nobe 1) 4,500,000
Less: Paymant for uriher devalopment of MicroSireak [Mole 1) (220,000
Less: Capital rasing cosls paid in cash {592,288)
Cash on hand at 20 June 2005 per Proforma Historical
Stataermant of Financial Position -I-I‘I:I"?.-Il]‘l
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LabTech Systems Ltd

AN 10T 570 ET]

MOTES TO THE PROFORMA HISTORICAL STATEMEMNT OF FINANCIAL POSITION AS AT 30 JUNE 2005

Mo of Shares £
HOTE 4: RECONCILIATION OF CONTRIEUTED EQUITY
Contributed equity at 30 June 2005 per histarical financial infommation 24 322 600 1,353,642
Plus: Exercige of 10 cend options (Moie 1) R20,000 52,000
Plus: Exercise of 15 cent aplians (Note 1) 826,800 124,020
Plus: Capital raised 23 September 2005 (Node 1) 410,000 82,000
Flus: Bonus |sswe on 30 Septemiber 2005 of 2 ehares for eveary 3 shares
hield 17,386 308

43,465 FO8 1,611,662

Comnsideralion for sale af inlersst in APOMAB satisfied by ssue of one
shara in dpomab Lid for every share in LabTech Systems Lid held at
approval dale (Moles 1 & 5) 43 465,708 E
- DElribulion in spede and on a pro-rala basis 1o LabTech Systern Lid's
sharmaholders, the &pomab Lid Shares; and

- reduction of issued capital of LabTech Systems Ltd in accordance with
ihe lerms approved at the general meeling af sharehalders on 22

Saptambar 2005 (43 465 TO&) [184.681)
Plus: Capital raised pursusnt to this prospacius (Mote 1) 22,500,000 4 500,000
Less: Hisloncal capilal raisng oosls . (287, Sa0)
Less: Capital raising costs pasd incash (Mota 1) - (537, 344)
Total shares isswed after capital raising 65,5965, 706

Tatal contributed squity 4. 997,717

HWOTE §: SALE BY LABTECH SYSTEMS LTD OF ITS INTEREST [N THE APOMAE TECHNOLOGY

Mo of Sharas ]
Carnryging values ol oplion Tee, research and product developmenl costs
k55 amounts payabss in respect of the APCMAR technokgy sold to
APOMAR Lid 184, 881
Shares issued by Apormal Lid in consideration of sale (Naobes 1 & 4) 43 465 TOE 184 681
Shares distributed in specia to LabTech 5:.IE-1EI'I"|5 Lid eharehodders and
reduction of capital (Nojes 1 & 4) (4.3, 486, 70E) (154 GR1]

. 5 .

HOTE 6 SUBSEQUENT EVENTS IN ADDITION TO THE 2005 FINANCIAL REPORT

In addition ta the evernts occuming efter balanca date that are listed at note 18 of the historcal finenciad infarmetion, the
folowing events have ooourned

[a) Linderwriting aqreement was enlered inlo with Martn Place Securities Ply Lid on 28 Seplember 2005;

b An agresment io he sale of the APOMAR lechnology toapomab Lid wees enlered inlo on 5 Oclobes 2005

() The issws of 750,000 oplions to Kate Costelle expifing an 30 Jume 2013 wilh an exercse price ol
0 30 per shara
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9. ANNUAL REPORT

LABTECH SYSTEMS LTD
ACN 107 670 673
ANNUAL REPORT

30 JUNE 2005
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LABTECH SYSTEMS LTD
ACN 107 €70 673

CORPORATE GOVERNANCE STATEMENT

The Board of Directors of LabTech Systems Ltd s responsible for the corporate governance of the company.
The Board guides and monitors Ihe Dusivess am allairs of LabTech Systems Lid on behall of the members (o
whom thay ar accountabls,

To enswurs Lhe Board is wel eguipped (o ui:u;llurgl:: its responsibilibes il has esiasblished corporate GV e
guidalines for the operation of the Board.

Composition of the Board
The composiion of the Board is delermined in accordanca with the following principies and guidelines:

+ [he Board shal constitute nol less than three (3) nor more than ten (10) Direclors, all being natural
persons.

« one third of direcloss shall be alacted by the mambears al at amual gengral mashing; such lerm axpinng al
the conclusion of the Second annual Gensral mealing of the company aner the annusl general maeting at
which the directors wers elected. Retinng dirsctors are eligible for re-election.

the Board may after each annual general mesting appoint a5 dreclors up o thres (3) olher persors, the
first two (2) of whom shall not be members of the company. Such appointed directors shall held office until
the conclusion of the next anneal genveral ||1|:_11:|i|1g af the GOy angd shall bes Eligil:_:-lt: for reappaintment,

+ (he Board has the power 10 appaint any ofther qualified person as a director o fill a casual vacancy or as
an addition 1o the Board bul 30 that the tetal nember of dirsctors shall not at any e exceed e
maximum number. Ary director 5o appointed shall hold office only unti the conclusion of the next annual
penaral meeling of the company and shall be eligble for re-elaction,

« (e chairman should be an appanted non exsculise dirsctor.
The direclors in olfice al the dabe of this report ang:

Mr Douglas Peter Labessuner
Mre Liugia Halina Guthne
Mr Paul Androw Marian

Board Responsibilities

A the Board acts on bahall of and is accounabie 1o the shareholders, the board sesks 10 identify he
expectatons of the shareholders, as well as other interested parties. In addition, the board i responsible for
idenlifying areas of significant business risk and enswring arrangements are in place to adequately manags
those nsks,. The board sceks o discharge these regponsibilities in a nember of ways.

The responsibiliy for he coaration and adminiatration of Ihe group is delegated by bwe beard 1o the managirg
director and the executive leam. The Board ensures that this team is appropriasely qualfied and experienced
lo discharge their responsibilities and has in place procedures to assess the pedformance of the Managing

Director and She exacutive team.
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LABTECH SYSTEMS LTD
ACN 107 €70 673

CORPORATE GOVERNAMNCE STATEMENT
The Board is responsible for ensuring that management's ebjeclives and activities are aligned wilh the
expectabons and risks identified by the board.
This s achieved by
= cevelbpment and adoption of strategic aims;
= constanily reviewing tha future direction of the company;

= implementation of sporating plans and bedgats by managemant and menitoing by the board of progress
against budget:

= supenieion and diectien ol managoemant;
= moniforing of performance indicators against plans and prior year parfomarce;
» procedures 1o allow the directors, whilst parforming their duties, to seek independent profassional advica;

= establishment of the remuneration package of the managing director and review of executive remuneration
packages with the help of the remunaration commitiee;

+ the review and approval of business acquisiticns and disposals, mergers, joint veniures and the acquisition
and disposal of strategic assets.

Audit Committes

The board is responsible for the q.ulr'lpdll:ll"ﬁ rL{,:-l:d;u,.lr:I,il.g policies and praciices, intermal controls and financial
raporting regquirameants. However the board has established an audil committes to assisl in fulfilling these
sbligations. The audit committze reports 1o and operates in accordance with guidelines establishad by the
bomrd. The audit committes's responsibilities include:

« evalualing tha adequacy and effectivenass of the company's adminisiralive and accounting palicies
through astive commurnication with managemoent and (he axtemal auditors,

« reviewing the financial stalemants o ensure accuracy and adequacy of discioswe and compliance with
slatulory moauisements prior o their eleaze Lo the membes and the puble;

= reviewing and moritonng the efectivenass, efficiency and compliance with intamal controls,

» evaluating the adeguacy of the company's accounting contnol System by reviesing written reports firom
extemal auditers and monitor managements responses and actions o correct any deficiencies,

= review and approve all signficant accounting policy changas;
+ Ihe safequarding of company assels,

& fhe n::liul;riil}l of non financizl information;
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« romination of the external audityr and review the scope and adequacy of the annual statutory external
it

» evaluate the overall effectiveness of the extemal statutory audi; through regular meetings with the extennal
ouditors:;

+ evalualion of msurance cover by discussion with or raview of broker's reports.

The members of fe audit committes ars;

Mrg Lugia Haling Guthra
Mr Paul Andrew Mariani

Remuneration Committes

The board s responsible for ihe company's remunaralion policy and complance with ennronmental and
hesalih welfare and safaly bzues. However the board has establishaed a remuneration commites to assistin
luffilling these obligations. The remuneration commitiee repods to and operates in accordance with guideines
established by the board. The remuneration commitize’s responsibilities include:

+ fo determing and moniter the application of the remuneration policy that bes! suits the achievement of the
chajectives of the company,

« evaluate the adequacy of the company's levels of remuneration by monitoring the remuneration peckages
that are available both nationally and in the local area

« annually raview the management recommendations for the remuneration packages of all employees:

« review managemeant proposals for individual employee remuneration packages where changes in
responsibilies ara 1o B made,

« evaluate the company’s exposure (o nsk through ack of compliance to statulory regulations relating to
envirpnmental issues,

« evaluale the company’s axposune Lo risk throsgh ack of compliance 1o staluory reguiations relating Lo
CoCupational health, safely and wellane;

s Monior management's responses and actions to correct anvy deficiencies in relason 1o environmental and
wpcupational bealth, safety and wellare issues,

The members of fe remunaralion committea are:

Krs Lusia Halina Guthre
ir Paul Andrew Marani
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Monitoring of the Board's Performance and Communications bo Shareholders

The board aims te ensure that the shareholders, on behalf of whom they act, are informed of all information
mecessany 1o assess the perfornance ol the direstors. Inlormation i communicated through

= fhe annwel report which is dsributed (o 2 members
+ (he annual general meeting of the company

» reqular newslatbars,
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LABTECH SYSTEMS LTD
ACN 107 €T0 €73
DRECTORS  REFPORT

Your directors present their report on the company for the vesr ended 30 June 2005

Directors

The names of directors in office at any tme during or since the end of the year are:
Douglas Poler LoMessuricr
Lusia Halina Guthne
Faul Andrew Mariani
Directors have besn in office since the start of the financial year to the date of this repor.,
Company Secretary

The fallowing persan held [he positon of company secredary 2t the end of the finandal yaar:

Doudgas Pater Lakessurier - Sharebroker. Mr LeMassuner was appoiniad company sacralarny an 19
Januwary 2004,

Principal Activities

The principal activities of the compamny during the financial year were those of researching and further
developing innovative technologies for the healthcare and laboratory supply markets.

Then were nd significant changes in tha nature of the enlity’s principal activities dunng the finandal year,

Dperating Rasulis

The loss of the company for the period ended 30 Juns 2005 was 3304 072

Dividends Pald ar Recommendaed

Thame were no dividends paid or recommandad 1o be paid

Review of Operations
Background

LabTech Systems Lidis a research company with objectives o further research novel technologies with
applications in the areas ol r'l'lll:ml_!lllhll::lg', F.EI_}:HHI::F':{ autoamation and cancer mar‘agemem.

The company holds a worldwice exclusive licence to a pelented new technology developed &t the IMYS in
Adelaide, cabed MicroSireak™, the technology alows automated inpculation and sireaking of specimens on 1o
standard agar cullure plates as an alternative to lhe labour-intensive methods raditisnally used in diagnostic
microbiclogy laboratories. A global market cpportunily exists for the automation of routing processing in
dingnostc microbiology laboratories.
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DIRECTORS  REFPORT
Review of Operations (cont)

The comgany holds aworldwice excusive option over a patented platform anti-cancer technology developed
by researchers at the Hanson Insfitute in Adelaide, Called APOMAB®, the technology provides a highly

specific and reliable means of detecting the presence of apoplotic cells both in vivo and in vifro. APOMAB®
has potential for spplication to cancer dagnestic and therapeutic products,

The focus of activilies from July 2004 1o July 2005 was lo prograss prool of concapt research for bath
lechnologies, aganst the rezearch plans and milestone tangets

MicroStreak” Research

The isclation and identification of micro-orgenisms for medical diagnostic purposas plays an imporiant role in
determining which treatments are required by patients wilh various diseases. Currently, conventional
diagnoste microbiology involves labaurdniensive, manual processng of labaralory specmaens Lo eolale shgle
bacterial colonies. Traditionally, incculason and streaking of specimens is performed manuwaly using a wire
oop

A prototype MicroStreak” applicator was developed as a disposable plastic applicator, ulimately to be
ncomporsted Nt an automated robodic system, AN aipha-proiolype roootic Instrumeant was slso teveloped
neomarsting the MicrStreak™ applicatar

Clinical tasting of the MicroStreak™ applicator and the alpha-prototype robotic instrument has been completed
and prool of principke of the invention was established, Preliminary testing of the MicroStreac™ applicator

confirmed its ahilify to inoculate high concentration bactenal suspensions on to standard agar plates such that
I.arge numbers of isolated colonies form after incubation.

The qualty of resulls exceads radnional techniques for microbal colony isolation. The fast samiple time
achiswved for inoculation ard spreading sonfirmed tha commenial potantial of tha MicraStraak * technology.

With the successiul performance oulcomes for the MicroStreak ™ applicator and alpha-prototype robolic

instrumentation, investigaton pregressed info the development of commercinl MicroStreak™ systems for the
diagnostc microbology markak

- targelod markat regaanch;

" identifica®on of commercial pamners 1o daveop and manufacture laboratary instramentation
ayatems incomaorating the MicraStreak™ technology: and

+  investigaton of potental distributors.

Invalech Pty Lid of Mt Waverlay, Victoria, was appointed as the technology davelopment conlracior. The
nbjective of the first stage of commercial desalapmen wil be 1o compile detailed specifications for a prefered
instrument concep, develop conced options selecting preferrad implementation and commence experimental
exploration of key risks as inpul 0 he neat phase of beta-proiolype development and lesting,
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APOMAR" Research

APOMAB® detects a hghly speciic and exciusivie marker of dead cells, in particular dead cancer cells, bolh in
the hody and in the laboratone. Recognition of dead cancer cells can be applied bo:

«  Ihe devalopment of naw cancer diagnostic products;
+  localsation of cancer and targeling of treatments;

] non-nvasive monitorng of cancer teatments;

L] e I:E'I.I'El:rl:ll'l"lﬂl"lt of e 1her3|:rau|j|: anti-Cancer Prl'.'HIIIJEIE.. and
= other apoptosis-based discases e.g. stroke, hear attack, organ transplant rejection.

APOMAR® technology represents a paricularly significant developmert becauss the specific detection of
apaptalic cancer calls ramains a tachnically chalenging 1ask thal is not readily solved wsing allermativa
lechnolegees.

The main current problem with cancer treatment is lack of specificly. I is possible o administer doses of
radiation or chemothesapy capable of kiling all cancer cels, but normal cancer cells are also killed. Using

APCMAR® to diggnose chematherapy-induced apoplosis of cancar calls may spare soma patienia
unnecessary and potentially toxic cancer treatment and may indicale improved survival for those patients who
have chemolierapy-respoasivg Cancar.

Then is also a greal nead for new fachrigques that would allow specific targeting of the anti-cancear therapy
JUst o the cancer celle. Cancers havae a high content of macrophages which owarall tend 10 promobe e

growth of cancer. APOMABR® proferentially ageociates in the body with macrophages that engulf apaptotic

cells and contribute to the healing of tissue damage, Hence an opportunity 2xists to develop APOMAB® as a
veehicle for cancer therapeutics.

The APOMAE® Rasearch Plan spans approcimately bwo years for Proof of Concepl research, with anficipated
complation by the end of 2005,

Research objectives for the penod aimed o evaluate the polential for APOMAB" in:

. Therapeutic Product Applications: Labomiory and animal studes to finalise thea rationales for
development of APOMAB® as a tumour targeting agent: and

] Diagnostc Product Apolications: Laboraiony and animal siudies to develop a marker far
chemaotherapy responsivensss (lung carinomal.

Dwring the: pericd July 2004 to July 2005, research progressed against milestones.
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Financial Position

The net assals of the company have increased by $700,127 from 30 June 2004 to 5700127 in 2005, The
ncrease has resulted from the following factors:

. Share and option issues afer the costs associated with those raising 51,004,195,

= Qngoing operating expenditure by the company as it proceeds (o the commercialisation of its
MicroStreak™ technology.

* The company Gonlinued o oullay expendilune on the securing and engxing developmen of ils
MicroStreak™ technology as wall as progressing research on s AFGMABF’technulugv. tha
further cost of which was 3352 775

Significant Changes in State of Affairs

Thi fallowing significant changes in the state of affairs of the company occurmed dunng the vear ended 30
June 200%;

* On 19 July 2004 the company kssued 100,000 ordinary shares at § cents each with a free
attaching option expiring 30 June 2012 with an exercise price of 10 cenis

* On 9 Auvgust 2004 the company isseed 560,000 ordirary shares at 5 cents each with a free
attaching option expiring 30 Jung 2012 with an exercise price of 10 cents.

* On 12 Augusl 2004, the company issued a latter of inlent lo ARRM to engage to develog and
prove the concepl of automated plale and inoculating streaking and to develop and alpha
prototype robatic by 30 Movember 2004 This was duly complbted Legal snd physical
possassion of the profolype was duly 1aken by tha company.

The aoat of the prototype appears on the staterment of financial position at 8 cost of 5147 4556,
The directors have assessad the camying value and sre satisfied that it is not higher than
recoverable value

N On 17 August 2004 the company issued 980,000 ordinary shares at & cents each with afree
attaching optien expiring 30 June 2012 with an exercise price of 10 cents.

. On 30 August 2004 the company issued 100,000 ordinary shares al 5 cents each with a free
attaching option expiriag 30 June 2012 with an axerciss price of 10 canta.

«  On 3 August 2004 the company issued 1,000,000 odinary shares at 5 cenls each with a frea
attaching option expiring 30 June 2012 with an exercige price of 10 cents.

* Qn 13 September 2004 the compary sued 40 000 erdinary shares al S cents sach with a fraa
attaching optinn expiring 30 June 2012 with an exercise price of 10 cents

L 0n 29 Sepltember 2004 the compary Bsued 100000 ordinary shases al 5 cenls each wilth a e
attaching optinn expiring 30 June 2012 with an exercise price of 10 cenis
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* On 21 Cctober 2004 the company issued 380,000 ordinary shares at 5 cents each with a free
attaching option expiriag 30 June 2012 with an exercise price of 10 cents.

" On 21 October 2004 the company issued 301,000 ordinary shares at 7.5 cents aach with a free
attaching option expinag 30 June 2013 with an exercise price of 15 cents.

* On 3 Novemnber 2004 the company issusd 348,000 ordinary shares at 7.5 cants each with a ree
attaching option expinng 30 June 2013 with an exercise price of 15 cents.

® Om 9 November 2004 the company issusd 120,000 ordinary shares at 7.5 cente each with a ree
attaching optisn expiring 30 Jung 2013 with an exercise price of 15 cents,

. On 10 Maverrber 2004 the company isseed 2,000,000 ordinary shares at 5 cen's each with 2
frize amaching oplion akpiring 30 Jume 2072 wilh an egercss price of 10 cens o directors of tha
COMianty

- Om AT Movember 2004 the company isseed 339,000 ordinary shares at 7.5 cenis each with a
free attaching oplion expiring 30 June 2013 with an exercse price of 15 cents,

- & heads of acreemant subject 1o confract between the company and Advanced Rapid Robotics
Manufaciuring (ARRM) as the basiz for furthar agreements under which ARRM Technology,
ARRPM Software and s commercialsation expenence in Relevant Technology are used o
develop, manufacture, commerialise and distribute MicreStreak™ products was signed on 17
Moavermber 2004, This agresment expired on 30 Nowvember 2004 and no contracl was enmarad.

«  On 19 Noverrber 2004 the company isseed 427,800 ordinary shares al 7.5 cen's each with a
free altaching oplion expiring 20 June 2013 with an exercse price of 15 cents.,

« The company having signed an oplion agreemert for the nght lo secure a worldwide excusive
icence agreement 1o a new technology called MicroStreak™ and paying $51,000 subsequently on
1 Dacambar 2004 signad 8 Technology Licence Agraemant to axorcise thal option for this
technology a sum of $120,000 was paid for this.

- Om 20 Decermbar 2004 the company enlarad into an agresment with Martin Place Securilies Pty
Ltd to underwrite a proposed issue of shares by the company by way of Inifial Public Offering with
a prospeactus for 4,400,000 new shares with a free atlaching aption at an issue price of 15 cenls
aach Provision was made to allof a furfer 1. 300,000 shares in the event of oversubscriplions

- Om B Aprl 2005 the company issued 4 736 000 cedinary shares each at 15 cenls with a frea
attaching option expiring 30 June 2013 with an exercise price of 15 cenls pursuant 1o the capial
rasing wnder the initial public offering.

«  On 8 Aprl 2005 the company issued 1,240,000 shares at 15 c2nis each with a free attaching
option expiring 30 Jung 2013 with an exercise price of 15 cents to Martin Place Securities Pty Lid
ardd or thair nominee 25 payment for undensriting commission.

i0
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- The company listed an the Newcaslle Siock Exchange on 12 Apnl 2005,

+  ARPFM was placed inte voluntary administration on 19 Apal 2005, The company has ceased any
negotiation for further dealings with ARAM.

After Balance Date Events

Oin & July 2005, the company contracted with Invelech Py Lid to undedake the process for designing
developing and transferring the MicroStreak” instrument o manufacturing. The instument concept and
program planning document culputs, 3ssumng commencement on & July 20085, (115 expected thet completion
of stage | of a recommendad four slage process will be completed on 28 September 2005.

The lotal develepment budget lor slage | is $207 400 and ie due to be paid by 28 Seplombor 2005

AN ENNoUNCemen was made 1 the Newcastie Stock Exchange on 1 June 2005 thal there would be & bornus
msus of 2 shares for every 3 held as at 30 Szplember 2005,

Oin 12 Auguet 2005, the company approved a new consulting agreement wilth L H Guthoe of Luskd Pty Ltd for
consuling services amounting to 3150000 per annum exclusve of GST together with a bonus payment of
40,000 upon attainment of ASX listing.

On 22 August 2005 the company gave nolice of a general mesting of shareholders o be held on 22
Septembor 2005, The purpoese of the mecting is to obtain all the recessary sharcholder approvals to
restructure tha company. Legal fees in relation to the restructure are estimated to ba $40,000.

Futura Developments, Prospacts and Business Strategies

LabTech Systems LId (LTS) was formed as a resgarch company 10 raise aquity 10 provide lunds 1o futher
regearch two innovative technologies in: cancer managemant (APOMABR™); and labaratory automation

[MicroStreak’). Boih research projects are progressing and the core lechnologies are meeting performance
hurdles.

It is anticipated that The APOMAB® ressarch project will reach completion of proof of concept research
iowards e end of 2005, It will then move into a new phase comprsing preclinical research for therapautic

applications of the technology and development activities for potential diagnostic applications of APDIMAB®,

MicrStreak” is piogressing towards full commencialisation. The company propases to enter into &
Technology Development Agreement with Irvetech to complete the commercial development and transfer to
production of laboratony instrumentation incorporating 1he MicroStreak” Applicalor Tor aulomation of
micrbinisgy processing,

The Directors are congidenng appropriabe etrategies for funding and full commercialaation of both
lechnologies, which ane now al different stages of development and address difierent markets. Itis proposed
lhat a new company ba sel up, to ba known as Apomab Lid, and that APOMAB® technology be transfarred
mto that company., This wil allow LabTach Syetemns Lid 1o focus on automation for microblokagy processing.
Apomakb Ltd will have cancer managemant a3 its focus, A general meeting of sharehaldzrs will be held on 22
Sepember 2005 o consider and if thowght fit pass tha special resalution 1IR3l alkws for the rastrociure of the
company, Legal fees in relation to the mstruciurm are astmated to be 540 000

A successful isting of Apomab Ltd on NSX would raise 3660,000 for further preclinical research and
developmant sludies and intellectual property management. Apomab Lid intends fo axercise its oplion ovar

the APOMAB® technology. entering inlo a Licence Agreament wilth Medvel Science Py Lid, n lals 2005,

11
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Future Developments, Prospacts and Business Strategies (cont)
A successful listing of LabTech Systems on ASX would raise approximately $4.5 million 1o enable full
commercial developmant of the MicroStreak”™ system by the end of 2006, including ntellectual propearty
management sales and marketing, and distibulion sirategy. LIS anticpated that dstibaiors will be identified

and appointed earty in 2005,

Enwironmental |ssues

The company's operalions are nol subject to significanl anvirenmental regulation under the law of the
Commormrweath and State.

Infarmation on Direciors

Douglas Peter LeMessurier

Quealifications
Expariencs

Imterast in Shares
Interast in Options
Third Party Holdings

Directorzhips held in
other katad antities

Lusia Halina Guthria

Cualifications
Expafienon

Interest in Shares
Imterast in Cptions
Directorships held in
other listad antitias

Paul Andrew Mariani

Qualifications
Experience

Inlezrest in Shares
Intarest in Oplions
Directorehips held in
gther listed antities

Sharabroker

Various company directorships

1,250,000 Ordinary Shanes
1,250,000 Oplians
1,000,000 Ordinary Shanes
1,000,000 Options

Palpet Pty Lid

Firsl fovenine
Investmenis Pty 1,000,000 Ordinary Shanes
1,000,030 Oplions
Callege Park
Invesiments Pty 1,000,030 Ordinary Shares

1,000,000 Opions

Kytron Pty Lid 1,230,000 Ordinary Shares
1,230,000 Options
Jane Mary LeMessurier S00,000 Ordinary Shares

500,000 Oplions
Current direcior of Vel Biotechnology Limited (since 23 July 2005)

Consultant
Warious company dinsctorships
2,750,000 Ordinary Shanes
2,750,000 Oplions
Current direcior of Vel Biciechnology Limited (since 12 November 2003)

Execuiive
Various company directorships
S00,000 Crdinary Shaees
S00,000 Oplions
Current direcior of Vel Biotechnology Limited (since 12 November 2003)

12
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Remuneratien Palicy

The Remuneration Policy of LabTech Systems Lid (LTS) has been designed to align director and executive
chjectives with shareholder and business objectives by providing & fied remunsration componert and
offering specific long-term incentives based on key performance areas affecting LTS's financial results.

The kay objestnaasz of the Remunaration Palicy are (o appropratoly and affectivaly attract and rotain the best
execulives and directors to run and manage the company, as well as create goals congrsent between
direciors, executives and shareholdars,

The Remuneration Poicy, setting the terms and conditions for the executive directoes and olher senior

EXECUTIVES, WaS l.']-E-"n"Ell.'.lpEﬂ U-'f ihe Femuneration Commities amd ﬂle'WEIJ D}" ihe Board after S'E*E!H"'Ig
professional advice from indepandent axlernal consultants.

The remsngration IJE'"L'-T has been @ilgred (o incease Ei'lil'-3| GO ramce between sharehplders and dirgiors
and axedutives will:

+ Farfomance-based bonus based on Key Perdormancs Indcators (KFP's), and

« lssue of Options to the majority of directars and ezeculives o encourage the alignment of personal and
shareholder nlerasts.

The LTS Board's policy for determining the nature and amourt of remuneration for board members and senior
company executives fallows,

Terms & Conditions

All execulives receive a base salary, based on length of service, professioral qualifications and expenance,
SUPErANNUALIDN, finge Denefits, Oplions and perormance INCEntives.

The remuneration commitiee reviews execulive packages annually by refarance 1o the company’s
perfrmance, executive pardormance and comparable infermation from industry seciors and ol listed

companies in simlar industries

Perfarmance Measurement

The performence of execulives is measured against criteria agreed annually with each execytive and is based
predominantly on the forecnst growth of the company’s profits and shareholders’ value,

All bonuses and incentives must be linked 1o predetermined parfomance criteria. The Board may, however,
exanciss ite digcretion in relation to approving incentives, bonuges and options, and can recommend changes
lo the Remureration Commities’s recommendations.

Any charge must be justified by refarencs to measurable perfsrmance critera. Tha polisy s designed (o
attract the highest calibre of exscutives and reward them for perfformance that resulis in long term growlh in
shiargholder wealh.

Execulives are also entitled to pariicipale in ihe employee share and option arrangaments,

13



PAGE 56 LabTech Systems Ltd

LABTECH SYSTEMS LTD
ACN 107 €70 673

DIRECTORS' REFPORT

Remuneration Policy (Cont)

Superannuation

The execulive direciors and sssculives receve a supesrannualion guaranies contribelion, required by (he
governmant, which is currently 9% and do not recaive any other refirement benefits. Individuals may choose
o sacrifice part of ther salary B increase payments twards supesannuation,

Shares & Options

Shares givan lo directors and exaculives are valued as the difarance batwaan the markat pace of thesas
sharas and the amount pad 1o the director of axeculive.

Non-executive Directors

The Boand policy (5 1o remunerate ron-esecutive direziors at market rates tar comparabie companies for tme,
commitmeant and responsibalities. The Ramunerabion Committee determines paymeants to non-axecuive
directors and reviews Ihair remune@bon annually, based on market pr‘acli::.a, duties and Accountatmlity.
Independent exiemal advice is sought when reguired,

The maxmum aggregate amount of fees that can be paid to ron-executive direstors is subject to approval by
sharzhalders at the Annual General Mecting

Fees for non-executive direcltors ara not linkad 1o the performance of the company. To align directors’
ntoraets with shaeholder nterasets, the directora are encouraged %o hold aharas in v company and are able

lo participate in the employee option plan.

Perfarmance Bazed Remuneration

Ag par of each exgculive dirgclor and execulivas” remunaration package thera s a pafarmance-sased
eomponant consisting of key paformance indicators. The intention of this programme is to facilitate goal
congruence between directors and executives wih that of the business and sharehclders.

Key Performance Indicatoms - KPI's

e Are sel annualy in consuligion with direciorafexeculives, The messures are specifically tailved 1 the
argas in which the director/axecnive is dreclly involved and has a level of contral over.

= Targel areas the board belisves hold greater potential for business expansion and prahit.

= Cover financial and non-financial as wall as shord- and long-lerm goals.

» The lavel set for each KPP is based on budgeted figures for the group and respective industry standards.
+ Parformanca in relation to EP's is assessed annually, with minor quarierly reviews

= Bonuses being awarded depand on the rumber and difficulty of the KPS achsved,

Following the assessment, the KPI's are reviewed by the remuneration committee in light of the desired and
actual oulcomes. The efficacy of the KFI's is assessad in relation to the company s goas and sharehalder

waalth, befors the KPI's ar set for the following vear Where advisable, independent reoorts ane oblained
from external organisations.

14



LabTech Systems Ltd PAGE 57

LABTECH 5YSTEMS LTD
BACH 107 €70 673
DIRECTORS REFORT
Details of Remuneration fer Year Ended 30 June 2008

The remuneration for each direcior of ihe company during the vear was as follows:

Supar
Salary, ann-

Fess & alicn M-

Commis-  Condri- Cashi Cash
p 1 gy Bulicn HBormus Benshls  Shares  Opbons Tl

Hiisbin 14 |

5 5 £ § 5 ] $
Nr [ P Lahassinar . - - - AT 500 TR 112 560
Wrs L H Guihrie 34,000 . . . AT500  THHO 197 40000
Nr P A Rarani - . - - 2 MR HEME] 13 LR N
B0 - - - IR0 MRG0 1 000, (0

Dptions Issued as Par of Remuneration for the Year Ended 30 June 2005

Tolal
Optons  Remun-
Granbisd @R
Bs Fart of Fepra-  Dpbons
Granted  Roemun- senbed by Exgr= Oplions

B arahnn  Diplons maad | apsad |8cipn Pricm Teskai

L % - (% i

Nr D P Lebiassuner =l L . . .10 T 5, 0000
Nrs L H Guthrie TE0L000 ] . .10 T8,000.00
Nr P & Mariani SO0, 000 Q.10 S, 00000
&, o0 D - . . . 2040, D000

Mostings of Dircctors

Dwring the pericd to 30 June 2005, twenty three meslings of direclors (including committees of directors) were
held. Aflendances by each director during the reporting period were:

Numker Eligible to

Atnareel Numbar Attended
Douglas P LeMessurier 23 23
Lusia H Guthre 23 23
Faul A kMariar b 23

I hene weng no FI'IE!E-‘1I|'I!;5 heehd IJLIl'lﬂl-] ihe Wear D’ﬁl‘ he audid commitiee, matiers o remuneralion were dscussed
at board laval



PAGE 58 LabTech Systems Ltd

LABTECH SYSTEMS LTD
ACN 107 €70 673

DIRECTORS REPORT
Dptien Details

At the date of this report, the unissued ordinany shares of LabTech Systems Lid under oplion
are a5 follows:-

Grant Date Date of Expiry Exerciss Price Humber Under ODption
24001004 ION0OGM 2 010 81,500
22101004 I0V06M2 5010 8,068 500
11/0304 300612 50,10 1,250,000
Loind 04 IOUDEM 2 s0.10 1 450,000
2470504 302 50,10 250,000
20504 IWosM 2 50.10 250,000
19704 00EM 2 50,10 100,000
I0E04 3061 2 010 560,000
1FiDe0d WO 30,10 2&0,000
HWOE04 IN06M 2 50410 100,000
0804 062 50,10 1,000,000
1 WOE04 HWOm12 20,10 S0, 000
280504 HWOEM2 20,10 100,000
2110/04 IN0BM12 5010 380,000
21710004 I0FOEM 3 5015 301,000
0371104 I0EM13 $0.15 348,000
0511004 I00EM13 3015 120,000
10411404 V0B 2 £0.10 2,000,000
1711004 I0V0EM13 5015 538,800
1911004 1070813 015 427 800
OR405 IONORM 015 & OFE DOD

24,322 600

Them have been no shares issued as a resull of exercise of oplions.
Indemnifying Officers or Auditor

During or since the end of the financial year the company has not given any indemnity or entzred inlo any
agreement to indemnify or paid or agreed to pay any insurance premiums of officers or the auditor,

Auditor Independence Declaration

The audiors indepandence declaration for the year ended 30 Juna 2005 has been recaved and can be feund
pn page 18 of the directors” report.

Precoodinge an Bohalf of Campany
Mo person has applied for leave of Cour to bring proceadings on behaf of he company or irlervans in any
procaadings o which the company g a party for the purpeae of taking respenaibility on baha¥ of the company

for all or any part of those proceedings

The company wae not 8 perty 1o any such procesdings during the reporting perind
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Signed in accordance with a resolution of the Board of Directors.

W ernns
. i . ——
Director !

Douglas Peter LeMessurier

Director
Lusia Halina Guthrie

Dated at Adelaide this 12th day of September 2005,
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AUDITORS" INDEPENDENCE DECLARATION
UMDER SECTION 3078 OF THE CORPORATIONS ALT 21
TO THE DIRECTORS OF LARTECH SYSTEMS LIMITED

Az awditor lor the audit of LabTech Systems Limited for the year ended 30 June 20035, | declare that, to the bast
of my knowledge and baliel, thene have Dean:

(&) no confrevantions of the auditor independence reguirements of the Corporations Act 2007 in relation 1o e
audit; and
(b} no eontraventions of any applicabla code of professional conduct in relalion to the audit.

s M el s cony

HLB MANN JUDD STEPHENS [5.4.) FHIL PLUMMER
CHARTERED ACCOUNTANTS FARTHER
Adekaida,

12th Septamber 05
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FORTHE YEAR ENDED 30 JUNE 2005

Mole 2003 200
5 5
Revenue from ordinary acivities 2 7671 422
Dther expensas from ordinany activties 3 311,743 15633
Loss from ordinary achiviies before incomea By expense (304,072) (15.211)
Income tax expense rolating to ordinary activilios 1a
Loss from ondinary aclivibes afier related income lax expensa (404,072) (15.211)
Mat oss alinbutable to memnbers (-404,072) (15.211)
Total changes in equity other than those resulting from
transactons with owners as owners (304 072) {15.211)
Basic eamings per share (canls par shang) 11 (1.71) (0.36)
Diluled oarninge por share (conls por eharo) 11 (0.ED) {0.305)

The accompanying notes fonm part of these financial statements

if
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2005
Mole 2003 2004
$ 5

CURRENT A3SETS
Cash at Bank 5 131,679 24978
Raceivables B 27 406 16,100
TOTAL CURRENT ASSETS 358,175 41,078
HOK-CURRENT ASSETS
Receivables 6 : 5,750
Intangible Assets ¥ A5, 747 223,195
Dther g8 TG0 a74
TOTAL NOMN-CURRENT ASSETS 549,507 229819
TOTAL ASSETS 908,682 270,997
CURRENT LIABILITIES
Payables g 172,243 171435
TOTAL CURRENT LIABILITIES 172,243 171,436
NON-CURRENT LIAEILITIES
Payablas o - &3,250
TOTAL HON-CURRENT LIABILITIES - 63,250
TOTAL LIABILITIES 172,243 234,685
HET ASSETS 736,439 36,312
EQUITY
Caoniribuied Equity 10 1,005,722 91,523
Retained Profts/{Accumulated Losses) 11 ___ [319,283) (15211)
TOTAL EQUITY T3E.430 36,212

The accompanying notes form part of these financial statements
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2005

Mole 20035 200
£ 5

CASH FLOWS FROM OPERATING ACTIVITIES
Recaipts - -
Fayments (o Suppiers (252 3594) (10,595
Inlarast Raceived ) £671 422
Het cash provided by (used in) operating activities 12 (244,723) (10273
CASH FLOWS FROM INVESTING ACTIVITIES
Payments under Option and Licenca Agreemeant for AFIS 15 (318, 455) -
Payments under Qption and Licenca Agreement for APOMARB" 15 (34,3200 (28,750
Het cash used in investing activities (392, T75) (28,750
CASH FLOWS FROM FINANCGING ACTIVITIES
Froceeds from issue of shares 10 1,003,641 654,001
Cosis associated with capilal raising 10 [25442)
Net cash provided by {used in) financing activities 504,198 Bd 001
et increasa in cash heald o6, 101 24 978
Cash at baginning of pariod 24 978
Cash at and of period 5 131,679 24 2TH

The accompanying notes form pan of these financial statements
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MOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1: STATEMENT OF SIGHIFICANT ACCOUNTING FOLICIES

The finarcial report is a8 general purpose financial report fat has been preparad in accondancs with
Accounting Slandards, Urgent Isswas Group Consansus Views, olhaer authorifaiive pronouncameants of the
Ausiralian Accoun Standands Board and the Corporations el 2009

The finanrcial report covers LabTech Systems Lid a public company incorarated and domiciied in Ausiralia

The inarcial repon has Deen prepared on an aceruals Desis and i Dased on historical costs and does nol
lake into account changing money values or, except where stated, curent valuations of non-currant sssats,
Costis based on the fair values of the consideration given in exchange for assals.

The fallowing is a summary of the material accounting policies adopted by the comgany in the preparation of
i fmancial repoi. The accounting polcies have been consistenty applied, unless otherwise stated.

a Income Tax

The company adopts the liability malhod of lax-eflact saccounting wheraby the income 1ax expense is
based onthe profit from ordinary activities adusted for any pemmanent differences,

Timing diferences which arse due to the different accowniing penods in which itams of revenue are
included in the detarmination of accounting profit and taxable income ars brought o account 25 eiter a
provision for doformd Incoma tas or as a future incomp tax barafit ot the rate of incomo Lax agplicabla to
the period in which the benafit will be received or the kabilty will become payable,

Futura incoma tax penefits in respec of iming differencas ara not browght to account unless realisation of
the asset is assured beyond rezsonable doubt. Future income tax benefits in resped of losses are nol
brought to account unless there is vilual cerainty of realisation of the banefil. Al reporiing dale an
amount of 295 TRS belng 30% of tax losses of 3319, 233 has accordingly not been recogrised as a fulure
income fax benefit as there is ne virual cerainty of realisation of the benefit

Tha amount of barefits axpactad to arise from the recoupmeant of tax losses in accordance with tha
legislation will only be abtained if no adverse changes will sccur in tax legislation, and the anticipation that
the Company will derive sullicient Tulane assessable income o enable the bemnefi 10 be realised and
comiply wilh the conditions of deductibility imposed by the &,

b Patents, Trademarks and Option Fees

Licance fees and option fees ars valued in the accouris al cost of acquisition and are amartised over the
parnad in which their banefils are expected 1o be realised,
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WOTE 1: STATEMENT OF SIGHIFICANT ACCOUNTING POLICIES [cont)

c Research and Development Expenditure
Research and Dewslopment costs ae charged to profit from ordinary activities before incomea tax as
incurted or deferred where it is expected bayond any reasonable doubt that sufficient future banefit will be
derivisd S0 A5 10 recover hose defermsd cosls,
Defared research and development expendilure s amorised on a straight Ine basis over the peariod
during which the related bavelits are expscled to be realised, onca commensial preduction has
COMMEnCad.

d Cash
For tha purposas of the stelement of cash flows, cash includes cash onhand and af call deposits with

tanks or financial institutions, nat of bank overdrafis.

& Revenue

Intares!l revanes s I‘1=|-:':1‘:-|:_;r'|1£m'1 on & ntrqmrlinrunl bEasis tﬂkil‘iﬂ irtey aceount tha inlarast rales i-'||:|:‘:-|i|:“:.a|::-|l-'|- L4 ]
the financal assets.
Revenue from the renderimg of a service is recognised upen the delivery of e service (o the customers.

AUl revenue is stated net of the amount of goods and services tax (GST)
f Goods and Services Tax (GST)

Revenues, expenses and assels are recognised net of the amount of G3T, except where the amount of
G3T incumred & not recoverable from the Australian Taxation Office. Inthese circumstances the GST =
recoonised o part of the cest of aoguisition of the assets or as poart of an item of the sxpense
Recevables and payables in the statement of financial position are shown inclusive of GST.

4 Foreign Currency Transactions and Balances

Foreign currency transactions during the year are converted to Australian curmency al the rates of
exchange appicable at the dates of the ransactions. Amounts recaivable and payable in foreign
currencies at alance cate are converted at the rates of axchange ling at that date.

h Comparative Figures

Wherz required by Accounting Standards comparative figures have been adjusted to conform with
-|,:J'|ur|-g_|e:5 in preseniation for the current financal year,
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NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES [cont)
i Impact of Adoption of Australian Equivalents to International Financial Reporting Standards

The company is prepanng and manasging the transition to Australian Equivalznts to Internatioral Financial
Reporting Standards (AIFRS) effective for the financial years commencing from 1 January 2005. The
adoption of AIFRS will te refleckad in the company's fnancial siatements for the year anding 30 Juna
2006, On first ime adoption AIFRS, cormparatives for the financial year ended 30 June 2005 are required
to be resfated. The majority of the AIFRS transitional adjusiments will be made refrospectively against
retaired earmings at 1 July 2004,

The company’s managament, with the assistance of external consultants, hes assessed he significance of
the axpected changes and & preparng fer thair implemantation. An AIFRS commitles s ovemasing and
managing the company’s transition o AIFRS. The impact of the alternalive irealmenis and elections
under AASE 1. First Time Adoption of Australian Equivalenis to Internalionsl Firancial Repording
Standard:s has baen considarad whara applicabla

The direciors are of the opinion that the key malenal differences in the company’s accounting policies on
ennversion to AIFRS and the financial efects of thoso differances whon koswn are as bllaes. Users of
the financal slatements should note, howesver, thal the amounts disclosed could change T there are any
emerdments by standard-satters 1o the current AIFRS or interpretation of the AIFRS requirements from
the continuing wark of the company's AIFRS commities.

(i}  Research and Development Expenditure

Under A458 138: Intangible Assets, costs associated with the ressarch phase of the
devalopment of an asset must be expensed. This wil result ina changs in the ourrent
accounting policy, which capitalises research costs to the staterment of financial postion wherne it
is expected beyond any reasonable doubt that sufficient fulure benefits will be derived so as o
recovar thasa daferrad coshs.

On transition the impact of this is estimated 1o be a reduction of $34,320 to intangible assets.
This adjustmaont wall be allocated to Retained Proefite at 1 July 2005,

{lij mcome Tax

Currenily, the company adopls the kability methed of lax-effed accounling wheneby the incorme
tax expense |3 based on the accounting proft adusted for any permanent differances.  Timing
differences amra currendy brought to account as either a provision for defermed income e or future
income tax benefil. Under AASE 112: Income Taxes, the company will be required o adopl a
balance sheel approach under which temporary differences ame (dentified for sach assel and
liabilty rather than the effects of the timing and permanent differences between taxadle income
and accounting profif.

(iliy  Share Based Payments

Under AASER 3 Share Based Paymanis, share based paymaents arg required to be recognised
as an expensg. This will resullin a change in the current accounting policy which requires the
digclasure of he amount and diails of the components of director and exesuliva remuneration,
but rot the recogrition of share based paymants expensea

Om transtion the impact of this s estimated © be a reduction of $200,000 to Retained Fnofits at 1
July 2005
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NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES [cont)

Reconciliation of Retained Frofits/{Accumulaled Losses)

Relained profitsisccumulated lbsses) repored under
Austialian Acooun ng Standards

Bey frangbional adjustments:
Raocogniion of ressarch costs expensed (Mate 1(i))
- IreCorne: R axpensa

Recognition of share based payments expensed (Mole 1(i), 14{c)

Tolal trarsitional adjusiments

Retained profitsfaccumulated losses) under AIFRS

Reconciliation of Equity

Total Equity reported under Ausiralian Accounting Standards

Refrospective adjustments to equity at 1 July 2004
Recognition of research costs expensed
He_:l:_::_:aniliun of Tutare lax beneil

- Recognition of share based paymenis expensed

Total aquity under AIFRES

NOTE 2: REVENUE

Dipser a;|1i||!_._1 Adivilies
Intarast Raceived

2005

7671

2003

(304,072)

(34,320)
10,296

(200.000)
(224.024)
IEERIHEE

ri6A438

(34,320)
10,2806
(200,200

S12415

422

Total Revenue

7671

422
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Mobe 20035 200
$ §

HOTE 3: PROFIT FROM DRDINARY ACTIVITIES
Proft from ordinary aclivities before income (ax has baen
determinad after:
Expenses
Accountancy Fees 27T .7TE 5,300
Amortsation 2T 437 6,300
Audilors” Romuneration 4 F.A80
Consulting Fees 79,635
Depreciation M9
Liegal Fess 17 568
Marketing 9,243
Fatent Faas 16,081
Remnt 5,958
Senices Rendered as a Director 14{c) 100,000 .
Travel ard Accommmodation 9086 2024
Dther Expenzes 11,490 B0
Tolal Expenses 311,743 15,633

NOTE 4: AUDITORS REMUNERATICN

Remunealion of he audilors for;
- audifing or reviewing the financial repart (Mote 3) 3 7250 4 250
- other sarvices . .

- pther services provided by related praclice of asuditor

7.250 4250

Auditors” remunemtion for 2004 was copitalised o costs
associated wilh capital raising.

NOTE 5 CASH ASSETS

Cash at Bank 331,679 24 978
331,679 24,978

Reconciliation of Cash

Cash at the end of the financial year as shown

Cash al Bank 131,679 24378
331,673 24378
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Mole 2005 20044
$ 5
WOTE 6: RECEIVABLES
CURRENT
GET Refundable 27443 16,047
sundry Debtor 93 53
27,496 16,100
HNOM-CURREMT
Sundry Debtor - 2,0 5l
. 5 750
Total Recelvables 27,490 21,850
WOTE ¥: INTAMGIBLE ASSETS
APOMAB® Option Fee al Gost (Nole 15) 230,000 230,000
Less: Accurrulated Amortsation (Mote 1 (b)) (22,138) (6,305
207 862 223195
APOMAR® Product Development al Cost 4,320
APOMAB™ Research at Cest 30,000
34,320
APLS Ophion Fee al Cost 21,040
Lews:  Secirrulated Amorisation {Mote 1 (b)) {3,316)
47 684
APIS Licenoe Fee at Cost 120,000
Less: Accurmulated Amorisation (Mote 1 (b)) (4,241)
115,759
APIS Product Development at Cosi 147 455
Less Accurmulated Amorizsation (Mote 1 (B)) {4,333}
143,122
Tatal Intangible Azset S48 TAT 223,195
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Mot 2005 2004
£ L
NOTE 8: NOMN-CURREMNT ASSETS - DTHER
Formation Expenses at Cost 1,069 1,069
Less, Accumulated Amorisation (S0} (95)
Total Non-Current Asset Other TGO a74
NOTE 9: PAYAELES
CURRENT
Tracde creditors 11,368 11,165
Dption fea amourt payabde within 12 moenths of
reporting date (Note 15) 160,875 158,125
Amounts Payable to Direclor Related Entities . 2,145
TTE 4D 171,435
NON-CURRENT
Diprtion fee amount payabde after 12 manths of
reporting date (Mote 15) _ - 63,250
- 63,250
Total Payables 172,243 234 685
HNOTE 10; CONTRIBUTED EQUITY
Issued and paid up cagital
24,322 600 ordinary shares fully paid 1,353,642 64,001
Less: Cosls associated with Capital Rasing
Balance 1 July (12,478) -
Amount incurred during the yvear (S0 442) (12.478)
Flacement Commission (186,000} -
1,055, 722 £1,523
Ordinary Shares
At the beginning of the reporting parled o4,001
= 1 1or cash 1
« 51,459 for no consideralion
- 8,068,500 bonus lssue - no consideration -
= 3,200,000 at 30.02 each 6d 000
= 3,260,000 at S0.05 each 153,000 -
- 1. 736,600 at 80075 each 130,245
= 2,000,000 at 30.05 each for services rendered by Direciors 100,000
- &, T36,000 at 3015 each 710,396
- 1,240,000 at 8015 each as payment ior undenvrifing commission 186,000 -
1,353 642 &4 001




LabTech Systems Ltd PAGE 71

LABTECH SYSTENS LTD
ACN 107 €70 €73
MOTES TO THE FINAMNCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

Mol Z005 2004
5 5

NOTE 10: CONTRIBUTED EQUITY [cont)
Costs associated with Capital Raisihg includes an underwriting
commission of $57,084 paid to Martin Place Securities Py Lid
and a placemant commission of 1. 240,000 shares issusd at 15
cents per share lolalling 386,000,
Each oplion entifles the holder o subschbe for one ordinary
share in he capital of the company. Tha company has on iS5u0e
24 332 800 optiong,  Of these aptions 16610000 have an
exemise price of 10 cents and may be exercised in whole or part
at any time ug wnil 30 Jung 20012. The remaining 7,712,600
opliens have an exercse price of 15 cents and may be exercised
in whole or part at any lime up until 30 June 2013,
Holders of ardinary shares aré enfied 15 recaive dividends as
declared frorm Ume o Sme and are sntied 1o one vabs paf sharfa
at sharaholdera’ maatings,
If in the event of winding wp of the company there remains a
surplus of assels available for distribution to Members, ecdinary
shareholders will be repaid in propartion to the number of fully
pakd crdinany shares held by them,
WOTE 11: RETAINED PROFITS/(ACCUMULATED LOSSES)
Retained proitsi{loss) at the beginning of the period (15,211) -
Met profitfloss) for the pancd (304,072} (15211)
Retained profsi{laes) at the end of the pened (319, 283) {15.211)
HOTE 12: CASH FLOW INFORMATIOMN
Reconciliation of Cash Flow from
Dporations with Profit frem Ordinary
Loss from ordinary actvities afier income tax (30 072) (15.411)
Mon-cash flows in loss from ordinary activities
Amorisation 27 437 5,200
[Increase) in recevables {3, 646) (1.725)
[Increase) im formation expencas - (1,059
Increase in trade creditors [B2,442) 13310
Won-cash diretorns fee 100,000 -
Costs n connection with initial public offering
recognised in contributed equity (12478
Cash Mow fromiused in operalins (idd TE3) (10,27 .3)




PAGE 72 LabTech Systems Ltd

LABTECH SYSTEMS LTD
ACN 107 €70 €73
MOTES TO THE FINANCIAL STATEMENTS
FORTHE YEAR EMDED 10 JUME 2005

Mone 2005 2004
s 5

WOTE 11: EARNINGS PER SHARE
Reconciliation of Earnings to Mel Loss
Weat Loss (304,072} (15211)
Earmings wsed in ihe calcwation of basic gamings per sharg (304,072) (15.211)
Earnings used in the calcuation of diluted earnings par share (A04,072) (15.211)
Waeighted awerage numhber of ordinany shares
oulstandng a1 30 Jure 2005 used N the
calculation of basc earmings per share 17,813,744 4233010
Weighted average number of ordinary shares
pulsianding & 30 June 2005 used in the
calculation of diluted earnings per share 43.918 026 4233010

NOTE 14: DIRECTORS' AND EXECUTIVE REMUNERATION

[a} Mames and positions bald in LabTech Systems Lid by diractors in office at any time dwring the financial

yerar:

Direciors

Mr D P LeMessurier Chairman - Non-Exaculive
Mra L Guthne Daresstor - Execulive

Mr P & Manani Dhrector - Mon-Exscuive

(B} Direclars’ Ramuneration

A0S
Byt Eguaity
Primary Emgloy- Compen- Oahar Benalits Tota
Mg maltE
Supear-
Sialary -
Fees & Bilicsn Han- Super-
COmmis- Soniri- Cash cash annl-
RS Bulicn Borms  Benslils ason Shares
br D P LeMessunar = - = = - 37500 = 37,500.00
Bira L H Sulhris [ET-0] AT SO0 133,450 00
KNr P & Marsini = . . - a 25,000 . 25, 000,00
B4 20 - - - - 10000 - 184, 500 0
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MOTE 14: DIRECTORS AND EXECUTIVE REMUNERATION (Cont)

2004

LabTech Systems Ltd PAGE 73

Post  Equity
Primary Erngioyin Coimper- Cihwer Eenelibs Tl
an SpRI0N
S
Salary.  annu-
Fees & alicin Horn:  Supirs
Commis-  Centri- Cash Cash  annu-
sions bulion  Barus Bonefits alian  Oplions
Nr D P LoMopournor
Nrs L H Guthrie - .
Mr P A& BMarani = -
[c) Remuneration Equity
‘JFI[IC“’E. Cwranied as Remunaraton
Wilue pev Firsl
i LET e = LAl dl E LR ELTH - . - Wk
Cirectos Wosted MNa. M Grant Cate GeaniDate  Pros § Elf;—.ﬁ Last Evecise Dale P
5 ;
Bar b B L bl onrarias: s, (W) TR G T R L} 0 ELENT 2 W T I
Rre L H Guibsia iR 00 e DO 15" WM it L] o TR0 DO 12 i ]
1 P A Dl 805, (0N} 00D 1M oD WoED AR W 53,00
2000 000 2000000 20000
Shares Ganted as Remuneration
Walue pev
Caranid Sherg ail Wil ol
G Cranil Cratta
e et M Grant Dl Rérrunarnslcn §
1
Fr O B Ledbnasurie: IS TSA.000 00s T S0
ks L H Guiksa 1501004 T ol -] il ]
L P A Marnas 15004 5030 (3 Xy 4, fes
1000

2 3000, 00

Al a general meeting of shareholders held on 19 Oclober 2004 the sharholders approved the allotments
o FPaul A Manani af 500,000 ordinarny shares and S00,000 options with an exercse price of 10 cenls
expirinng 30 June 2012, Dowglas P LaMessuriar of 7R0,000 ordinary shares and 750,000 aplions with an
exercise price of 10 cenls expiring 30 June 2012 and Lusia H Guthdie of 750,000 ordinary shares and
TS0,000 cplions wilh an exercise price of 10 cemls expiring 30 June 2012, The shanes were allolted als

CENts each,
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HOTE 14; DIRCCTORS' AND EXECUTIVE REMUNERATION {Conk)

[d} Dptions Hoeldings

T T Tolal Vaslsd
B _“Gl-:rmd a5 Optigns Giher  Balance il oalvViested and ol Wnsled ars
Cini R O AT Remun Exgrissd G P Wieslnd Exeromabls Linaoesre sl
ne walcn o i : FOTRDS NS5 SO0
Fr O P LebAarmries & 350, 00 5000 . SO0 5080000 5081000 8,560 000
e L H Gilhsba £ O K e D . ZTHQ00 2 TN 2.7R.00%
Nr P A& Marass . C . S00,000 SO0 el
6550 000 2O 0 . SEO00 200D B2 B0 G 3 000
e

Options aver ardinary shares cen be exercised at any time up o 30 Juna 2012 at an exarcise price of 10
cenks

(&) Shareholdings

B Rasaread
Lergrctons . o a5 Femun- i Mt Changss Ot Balarcs J0ED)

O AiSTAOd Exerdsad

e

M O P Lebdossuriy & 550, 000 TELO00 - iR ] 5 00,000
Mr L H Guthsie 2000000 750000 2.750,000
B P& i - B0 OGS LS ]
Tolal A, 950,000 2004 500 - 180 003 0 255 030

HOTE 153: RELATED PARTY TRANSACTIONI

Trarsactions between related parties are on normal commercal terms and conditions ne more favourable
theam those available to other parlies unless solherwise sialed

Directors’ Transactions with the Company

D P LeMessurier

An option agreement between Medvel Sclence Pty Lid and D P LePessurier and or his nominges was entered
into on 23 Decemzer 2003.

The opticn agreement grants on exclusive worldwide oplion to enier inlo good faith regotintions with Medved
science Ply Lid wilh a view to § granting an exclusive worldwide sublicencs in respect of thair intallaciual
property rights in the technology to an inveniion known as APOMAB®.

The terms and conditions for which this option was granted was that M- D P LeMessurier having entered info
I oplion agreemant with Medvet Science Py Lid was o pay tha non refundable sum of $230,000 {plus
GET) at e rate of 28,750 (plus GET) par quarer from 1 February 2004 for a poriod of bwe yoars.

On 19 Januany 2004, D P LeMessurier had assigned and transferred al of his rights, ke and interest in the
optian and the Agreemant lo Apotach Pry Ltd (now LabTech Syetems Ltd).
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HOTE 15 RELATED PARTY TRANSACTIONS {cont)

The consideration for he transfer of the Option 2nd the Agreement was that Apatach Ply Lid would:

[a) Grant to D P LeMessuner an ovarriding rayalty of 1.3% in relaton to all licence fees and net sales of any
Apaolech product,

(b} lssue D P LeMessurier and or his nominee 40,000 fully paid ordinany shares and 40,000 share oplions;
(c) Granl to L H Guthne an overriding royalty of 0.5% in relation 1o all licence fess and net sales of any
Apotech product;

[d} lazue L H Guthrie and or her momineg 20,000 fully paid ordinary shares and 20,000 share oplons.,

L H Suthrie

Ag aresult of the agresment entered inlo by Apotech Piy Ltd and D P LeMessurier [option agreement) to
iransfer fhio -gu:nthg of an exclusive worldwide sublicance in reaspect of the Medvet Science F‘l:,," Lid's

ntelectual proparty righis in the technology known as AFPOMAB®, the company has agread thal in
consideralion for the ransher of the Option and the Agreement was that it would grant to L H Guthrie and or
hor nominee:

[a) An overriding rovalty of 0L5% inrelafion to all icence fees and net sales of any Apolech product

(B} An issue of 20,000 fully paid ordinary shares and 20,000 share options.

Directors” Helated Entity Transactions with the Company

Tatal income paid or pavable, o olberesess made avallable, toall dreclioss of the company fram he company
or any relaled pany is 385,900

Lusid Py Lid, a company controlled by L H Gulhrie was in receipt of consuling lees for he yvear ended 30
June 2005 of amount of 364,900, The board approved a new agreement on 12 August 2005 for $150,000 per
annum exclusive of G3T and a bonus of 340,000 uparn listing on the ASX

Alice LeMessurier was engaged to provide some legal services during the year. She is the daughter of D P
LoMassurior and was paid $1,000,

Dther Related Parties

Transactions with the Company

Madvil Science Pty Lid

Medvet Science Flj‘ L is a shareholder in Vet Hlﬂtﬁhﬂﬂll}g'ﬁ' Limited, hﬂlﬂl'lg 2,000,000 grdinary shares and
2,000,000 oplions with an exersisa prica of 10 cents axpiring 30 June 2012
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NOTE 15 RELATED PARTY TRANSACTIOMNS [cont)

Acquisition and Invention of Technology - AFOMAE™

Medvet Science Fiy Lid had entered inio an option agreement with Apatech Pty Lid,
Both paries have cerain obligations to meat during the term of the opton.

Drtails of 1he Mfees and royallies pavable 1o Medvel Scence Py Lid as sel oul in the Oplion Agreement ang
summiarised below

[a) Fees

The company will pay Medvel Science Pty L incustry standand miestone payments when tha lechnoogy
reaches certain miestones, These nclude grant of patent in the USA. grant of patent in Germany, grant of
patert in Japan, phase | clinical trial, phase Il clinical tial, phase | dinical tnal and FOA marketing

approval.
|b) Royalties
Royalties on MNet Sales

The company will pay a royalty o Madvet Science Pty Ltd comprising of not less than 5% (five percent) on
ret sales of the product, A guaranteed minimum royaty is vel o be negolialed.

[c) Terms
The licence agresment will Be for a lorm of fifsen vears or the life of the patent obtained on tha

technology, whichever is longer

Acquisition and Invention of Technology - MicroStreak”™

On 1 Decermber 2004, the cormpany entared into a Technalogy Licance Agreament with Madvet Science Ply
Ltd under which it has an exclusive worldwide licence to make, use and sel products derved from tlechnology

known as MicroSireak”,
Both paries have cerfain fnancial obligations to meet during the term of the Agreement
In consideration for the MicroStreak”™ licance, LabTech Systems must pay o Medvet Sciznce Ply Lid a licence

leas of $120,000, payable in bwo instalments. The first instalment due within sixty days of execubion of the
pgraomant and tha final instalment to be paid upon the aightasn month annivarsary of the Agreamant

LabTech Systems LTS must pay o Medvel Soience Pty Lid a royalty on gross sales of any products sold a
market! price n the Temtory with the following percentages applying in:

[a) Australia - 3% of gross sales of tha product for the tarm:
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NOTE 15 RELATED PARTY TRANSACTIONS [cont)
(b} in all other counlrias:

[} 3% of grass sales of the product for the first three years from the date of first commercial sale in
aach country; and

(i) T% of gross salesof the product thereaftar for the remainder of the e,

The rayally refarred to abave is payable in respest of each guarer, an or before the end of the manth following
lhe end of @ach quartar.

Maodiet Seiance Piy Lid wall alts resanve milastona payments fram LabTeck Systems within s moantks of the
Technology reaching the following milestones;

(il First commercial sale in Austraia - £20.000 o 200,000 Shares
()  Firstcommencial sale in Europe - 350,000 o 400,000 Shares
(iiij  First commercial sale in the United States of America - $150,000 or 500,000 Shares

paymentin cash or either of shares for @) and (il will ke at the election of Medvet Science Pty Lid by written
nodice,

LabTech Systems Lid will provide the product to the Instiute of Medical and Velerinary Science andfor
Medvel Sciance Fiy Lid at ihe price the product costs to produce ather than at market price,

Aggragate Mumber of Shares and Share Options

The aggregate number of shares and share oplions acquired and bald a5 at 30 Juna 2005 by tha following
clher related paries are as folloas:-

eyl Soienos F‘I!.r Lid
J KA, Leblessyner

Mumber Acquired Exercise Exzrcisable

and Held Price By

Ordinary Shares 2,500,000 .
Options Cwoer Ordinary Shares 2,500,000 £0.10 3iEM2

Aggregate number of shares and share oplions disposed HIL

Thesa shares and share options have all been issued since incorparation.
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LABTECH SYSTEMS LTD
ACN 107 €ETO €73

NMOTES TO THE FINANGIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 16: FINANCIAL INSTRUMEMTS
a Interest Rate Risk
The company hias no long term financial assets o liabilities upon which it eams or pays interest. Cashis

Feld in anintarast yieldng cheque account where the interest rate can vary from day fo day. The weignted
averages interest rate achieved was 4. 85%.

b Credit Risk Exposuras

Cradi risk reprasants the loss that would be recognised if courtarpartias failsd to padorm as contracted.
The eradil nak on finanslal assals, exeluding meoostmenta, of the company whilch have boan recogaiaad in
the slatement of financal position, is the carrying amcount, net of any provision for doubiful debts,

NOTE 17: SEGMENT REPORTING

The company will operate in one business and saveral geographical segments, providing ressarch and
development of the two tlechnalogies APOMAB® and MicroStreak”.

WOTE 18: CREDIT STANDBY ARRANGEMENTS

Thene are no chec standby Tacilities in placs

NOTE 15: EVENTS OCCURRING AFTER REPORTING DATE

Coniraci for Progressing MicroSireak” to Manufacturing

On § July 2005, the company contracted with Invelech Ply Ltd to underake the process for designing,

developing and transferring the MicroStreak” instrument o manufacturing. The instument concept and
pregrom planning degument oulpuis, assuming commeancement on & July 2006, it is expecied that completion
of stage | of a recommendad four slage process will be completed on 28 September 2005,

The lotal develepment budgel lor stage | is $207 400 and is due 1o be paid by 28 Seplombers 2005,
Bonus lssue

AR announcemen was made to the Newcastle Stock Exchangs an 1 June 2008 thal there would be a2 borus
msue of 2 shares for avery 3 held &5 atl 30 Seplember 2005,

Lusid Py Ltd Consulting Agreement

On 12 August 2005, the company approved a new consulting agresment with L H Guthria of Lusid Pty Lid for
consulling services amaunting o $150,000 per annum exclusye of GST together with a bonus payment of
40 300 upon attainment of ASX Nating,

Proposed Demerger and ASX/NSX Listing

On 22 August 2005 the company gave nolica of a general mesting of shareholders 1o be held on 22
Sepember 2005, The purpose of the meeting is to obtaln all the necessary shareholder approvals to
restruciure the company. Legal fees in relaton o the resiructure are estimated to be $40,000.
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LABTECH SYSTENS LTD
ACN 107 €70 673

HOTES TO THE FINAMCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2005

NOTE 1% EVENTS OCCURRING AFTER REPORTING DATE {cont|

It is proposed that the APOMARB techinology be sold 1o a new entity, Apomseb Lid, in consideration for one
shara in Apomah Lid for every share in LabhTech Sysiems Ltd. The restructure also calls for ihe mdoction of
lher issued share capital of LabTech Systems Lid in order to distribule, in-specie and on a pro-rata basis to
LabTech Sysiems Lids shareholders, the Apomab Lid's shares, This will provide LabTech Systems Lid
sharzholders with shares in Apomab Ltd. which is preparing to list on the Newcastle Stock Exchange. Under
iher restruciure it is proposed thal LabTech E'_-,TE1IE1"|‘|-'5 demarge Apomab Lid 1o alow LabTech E]’EEI‘HE Lid I
focus entrely on ils MoroStreak™ lechnology.

LabTech Systems is in the process of preparing a prospecius to issue 22,500,000 shares at an issue price of
20 cenls with a free altaching oplion o raise 4. 500,000 with (he rght o accepd aversubseriptions (o raise an

additional $1,000,000.

Marlin Place Securities Pty Lid have issued a letler of underiaking subject 1o contract. to underswrile the
LabTech 3ystems offer to (he minimum subscriplion of 33,500,000, Fees payable to Martin Place Securities
il include an aragement fee of $10,000, a managarment fee of 1.5%0 of the (otal amoanl raised, an
underwriling fee of 7% of the total amount raised and a placement commission of 650,000 shares with fres

attaching options.

Within seven days of the lodgement of the prospectus with the Australian Securties and Investiments
Commission, the company will maks an appication to lston the Australian Siock Exchange.

Apomab Lid intends 0 prepare a prospectus 10 issue 4,400,000 shargs atl an issue price of 15 cenis with a
free attaching option to raise S660,000, with the right to accept oversubscriptions wp to 3450 000,

Martin Placa Securitios Pty Lid have issued a letler of undortaking, subject to contract, to undanarile tha
Apomab offer to 3660 000. Fees payvable to Marin Flace Securities will indude an angagement lea of 35000,
a managament fea of 1.5% of the tolal amount ralsed, an underavrbng hea of M of the tEl amount rased
and a placarmant commission of 650,000 shares with freae attaching opions

NOTE 20: CAPITAL, ROYALTY AND OTHER FEES COMMITMEMNTS

Acouisition ol Inventson and Technology — APOMABS,

Matwrez Datails
[a) Medvel Science Pty Lid icerce, myaties and other fees - Note 15
payable

Acquisition of Invention and Technology — Micro$treak”™.

Mature
[a) Medvel Science Pty Lid icerce, ioyakies and other fees = Mole 15
payabla

HWOTE 23: COMPANY DETAILS
Thiex rt:gi:.li:n:-:_l e of the GEATIAEAITY s

253 Stun Street
ADELAIDE SA 5000

The principal placa of business is:

Suite ¥, 114 Rundle Sireat
KENT TOWN SA 5067

ar
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LABTECH SYSTEMS LTD
ACHN 107 670 673
DIRECTORS® DECLARATION

The directors of the company declars thal:

1 the financial statements and notes, as set out on pages 19 1o 37, are in accordance with the Corporations

Act 2007 and
(8] comply with Accounting Standards and the Corporations Regulations 2001; and
(B} give a true and fair view of the financial position as at 30 June 2005 and of the performance for

e year ended on that date of the company),

2  the Chief Executive Office and Chief Fimrance Officer have each declared that:

(@) the financial records of the company for the financial year have been properly maintained in
accordance with section 285 of the Corporations Act 2007 ;

(b the financial statements and notes for the financial year comply with the Accounting Standards,
and
{c)h the financial statements and notes for tha financial year give a true and fair view.

3 in the directors’ opinion there are reasonable grounds 1o believe that the company will be able to pay its
debts as and when they become due and payable.

This declaration is made in accordance with a resolution of the Beard of Directors,

D | s
Director I
Douglas Peter LeMessurier

e .
L= Y

¥y

Director
Lus=ia Halina Guthrie

Dated at Adelaide this 12th day of September 2005
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LABTECH S¥STEMS LTD
IMCEPENDENT AUDIT REPORT ACKH 107 670 673
To he memmbars of LabTech Systans Limitel,

Focpe
Tha financial mport and direcars” reseansibilly

lhefinancial raporl comprises tha statemsent of financial position as at 30 Juna 2005, and the statement of financial
perfumance, statement of cesh lows, accompanying notes Lo the financial stalemaents, and the dinclors’ declation for (ha
vear ended 30 June 2005 for LabTech Systems Limited (“the company™) as sai cuf on pages 19 to 18

Tha diractors of the compary are recponsible for the prepanation and true and fair precantation of tho financial repaoert in
acoerdance with the Corporations Sct 2001, This includes responsibdity for tha mainienance of adaquate accounting
rscords and internal conrols desigresd o preven snd deted frecd and seree, for the sccounling policies and Ter tha

aCcoouniing estimatas wihin the financial repaort.

Apcl] ppproxct

W conducied an isdependant audit in ordesr B mapeess an apinion 100he membars of 1he company Our audl was
conducted in accordancs with Ausralian Auwditing Standnds, in oder 1o provide reasonable assurasos that the financial
rapor! is froa of matarial misstotement. Tha natwns of an ol i@ nfeencod by several faciors incudng tha uso of
professional judgemant, seledive festing, the inherent limitaticns of inlernal controll and the avallabilty of audl evicencs
which iy Do parsaasive relber than conchesive, Accordingly, an auc] canmol guasrancs that all material missialemonts
hava bean defaciad,

Wa parformed procedumns to assass whather, in all mabenial respects, thi Inandal fepor presents iy, in accordance with
the Corporations Act 2001, incheding compliance with Accounting Standarcs and other mandalory nancial reporting
racquirements in Aussiralia, 2 viesw which is consigient with oor understanding of the company’'s inancial pesition. and of =
periormence &5 represented by the resslls of its eperalions and cash lows

Wa formed cur audit opinion an the bass of thess procadunas, which includad:
- ECEATTENG, ON & 1851 Dasts, nfchmatkon 1o provide evidencs supponting the amounts and disclosures In e firancial repor,

and
- assassing tha appropriataness of the accoenting policses and dsclosures used and the reasonablness of significant

scoantieg estimalas mada by tho denechors.

Wihan datermining the matura and axdant of our protacunes we considsned e ciinciiveness, of managemeant s inbemal
conirods over fnancial reportiag. Our aedi was ot designed 10 provide assurarcs in retalion to inlernal controls,

Indepandencs

In canducting cur dudd, we fdlowed applicakle indepaendance requiramsents of Ausiralian professional etkical
prosourcements asd the Comaralions Act 2001,

T Direciors Fh;}p:rl. attachad 19 the irancial staements ncludes a Cony of the Independence Deciaration debed 12th
Sepermber 2005 green b e Direciors By us Toe e aockl

Auclt opinion
I our apinion, he inancal repon of LabTech Sysiams Limied 5 in accoriance wilh

{a) he Conporations Act 2001, including:
(i} oning a rue and far view of he cormparmy's fmancial position as a1 30 June 2005 and of its parformance for the: yoaar
ended on thal dale; and

{ii} cormplyirg with Acesunbing Slandads in Auctralia and the Conporstions Regulatons 3004 ; and

{B] ethar mandatary financial repoding equinemenls n Ausiraka
s fL:;ILuL S Juns C2A) @

HLE MANM JIDD STEPHENS 15.ﬂ|.j PHIL PLUMMER
CHARTERED ACCOUMNTAMTS PARTMER
Adalaide, 12t Seatember 2005
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10. MATERIAL CONTRACTS

10.1 MicroStreak® Technology Licence Agreement
Medvet is the owner of Australian Patent Application No. PCT/AU2005/000079 called “Microbial Streaking
Device. Under the Licence Agreement Medvet granted the Company an exclusive worldwide licence to
commercialise the Patent.

SUBJECT TERMS
Commencement Date The agreement commenced on 1 December 2004.
Licence Grant The Company has an exclusive worldwide licence to further

develop, enhance, improve, exploit, market and sell products
created using the Patent and the MicroStreak® technology.

Term For the life of the Patent or any patent based on the patent.

Consideration Upfront Licence Fee
$120,000.00 to be paid as follows:
. $60,000.00 to be paid within sixty (60) days of the execution of
the Agreement. This amount has been paid,
. $60,000.00 to be paid upon the eighteen (18) month
anniversary of the Agreement.

Royalties For Australia - 3% of gross sales.
For other countries - 3% of gross sales for the first 3 years from the
date of the first commercial sale in the relevant country and
thereafter 7%.
Gross sales are the total amount on invoices billed to customers
less shipping taxes duties and credited returns.

Milestone Payments Medvet will receive milestone payments when the MicroStreak®
technology reaches the following milestones:

. 1st Commercial Sale (AUS) - $20,000 or 200,000 Shares

. 1st Commercial Sale (EU) - $50,000 or 400,000 Shares

. 1st Commercial Sale (USA) - $150,000 or 500,000 Shares
The cash or share payment is at Medvet's option. Allotment of
Shares is subject to Shareholder approval.

Sub-Licensing Rights The Company cannot sub-licence the rights granted under the
Licence Agreement without the prior written approval of Medvet.

Field of Use Unrestricted.
Training and Consultancy If the Company requests Medvet must provide training, technical
Services assistance or consultants (specifically John Glasson and/or Lachlan

Smith). Such services will be at the Company's cost.

Failure to Commercialise If the Company fails to commercialise the MicroStreak® technology
within 3 years from commencement of the agreement, Medvet may
modify the agreement to be non-exclusive.

Improvements All improvements to the MicroStreak® technology made by the
Company will rest in Medvet and be subject to the agreement.

Patent Protection The agreement provides the Company with rights to protect the
Patent and other rights arising out of the agreement.

Marketing The Company must use best endeavours to market and obtain
sales of products developed from the MicroStreak® technology.
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MATERIAL CONTRACTS

Termination The agreement may be terminated by a party if the other party
becomes insolvent or is in default under the agreement and fails to
remedy the default within one month.

Warranties and Indemnities The Company and Medvet both provide usual commercial warranties
and indemnities.

Governing Law The agreement is governed by the laws of South Australia.
GST Payments under the agreement are expressed exclusive of GST.

10.2 Invetech Development Agreement
The Company has engaged Invetech Pty Ltd (“Invetech”) to provide technical expertise to develop the
MicroStreak® technology.

This development will be concentrated at first instance on concept evolution and specification, design and
development planning and feasibility and risk assessment. The Company and Invetech have agreed
objectives and a program of work. The proposed budget for this first stage of development is $297,400
(excluding GST). The Company has sufficient funds without capital raising to satisfy this amount. Any intellectual
property rights resulting from the Invetech work will rest in the Company. The arrangements with Invetech are
based on the usual commercial terms provided by Invetech.

10.3 APOMAB® Assignment Agreement
Previously, the Company had two technologies. These have now demerged and the Company entered into an
agreement to assign the APOMAB® technology to Apomab Ltd.

The Company has entered into an agreement dated 26 September 2005 with Apomab Ltd, Medvet Science
Pty Ltd, Douglas Peter LeMessurier and Lusia Halina Guthrie (‘APOMAB® Assignment Agreement”). Apomab
Ltd was a wholly owned subsidiary of the Company. Prior to the Prospectus Date, the Company’s Shareholders
have been issued Shares in Apomab Ltd equivalent to their number of Shares in the Company.

The APOMAB® Assignment Agreement provides for the assignment of the Company's right, title and interest
in the APOMAB® technology and option agreement to Apomab Ltd. Apomab Ltd will be obliged to pay the
royalties associated with the APOMAB® technology assigned.

The APOMAB® Assignment Agreement was conditional on the Company's Shareholders unanimously approving
the assignment in general meeting. Unanimous approval was given by the Shareholders on 22 September 2005.

The consideration for the assignment is that Apomab Ltd must issue to the Company’s Shareholders the
number of Shares equivalent to the number of Shares issued in the Company as at the relevant date under the
agreement. This has occurred.

Medvet, LeMessurier and Guthrie are parties to the APOMAB® Assignment Agreement to consent to the
assignment.

A party may terminate the agreement if a defaulting party fails to remedy a default or becomes externally
administered.

The terms of the APOMAB® Assignment Agreement have been completed and the Company no longer has
any interest in the APOMAB® technology.
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MATERIAL CONTRACTS

10.4 Underwriting Agreement

The Company has requested Martin Place Securities Pty Ltd (the “Underwriter”) to underwrite the Offer and the
Underwriter has agreed to do so on the terms and conditions in the Underwriting Agreement between Martin
Place Securities Pty Ltd and the Company and dated 4 October 2005 (“Underwriting Agreement”). Under the
terms of the appointment of the Underwriter, the Underwriter has agreed to underwrite the Offer, manage the
Offer and procure such number of subscribers to the Offer with at least a minimum marketable parcel holding
of Shares to satisfy the ASX Listing Rules requirements for spread of Shareholders. The Underwriter has
reserved the right to appoint sub underwriters to sub underwrite the Issue.

10.4.1 The Underwriter is entitled to payment by the Company of the following fees with respect to its
obligations under the Underwriting Agreement:

(@) A management fee of 1.5% of the total funds raised including any oversubscription;
(b) An underwriting commission of 7% of the Underwritten Amount and any oversubscriptions;
(c) A placement fee of 380,000 Shares with attaching Options;

(d) Reimbursement of all direct costs and reasonable expenses associated with the underwriting.

10.4.2 The Company makes a number of representations, undertakings and warranties to the Underwriter
including (without being exhaustive) relating to:

(@) No material litigation;

(b) Legal compliance of the Prospectus, the Issue and any related announcements and publications;
(c) Correctness and completeness of information provided;

(d Activities of the Company during the Offer period;

(e) Completeness and correctness of Prospectus in all material respects.
10.4.3 The Company also provides an indemnity to the Underwriter.
10.4.4 The Underwriting Agreement contains other commercial terms related to the arrangement.

10.5 Royalty Agreement
The Company entered into a Royalty Agreement on 19 January 2004 with DP LeMessurier. DP LeMessurier
held the original option over the technology. DP LeMessurier assigned that option to the Company. In consideration
for the assignment, the Company granted DP LeMessurier a royalty of 1.3% and 40,000 Shares and Options
and LH Guthrie a royalty of 0.5% and 20,000 Shares and Options. The amount of the royalties is to be
calculated on the revenue derived from Products produced and sold by the Company.

10.6 Consultancy Agreement
The Company entered into a Consultancy Agreement on 5 July 2005 with Lusid Pty Ltd, which is Lusia Guthrie’s
Company for contracting services. The Agreement is for a term of 12 months and may be extended by
mutual agreement. The Agreement is for Lusid Pty Ltd to procure Lusia Guthrie to provide consultancy
services for the management and development of the Company. The consultancy fee is $150,000 per annum
(excluding GST), payable monthly. If the Company lists on the ASX the consultant is entitled to a bonus
payment of $45,000, approved by the Board.

10.7 Indemnity and Access Deed
The Company has entered into an Indemnity and Access Deed with each Director of the Company (“Deed”).

The Deed provides that the Company will indemnify the Director for all liabilities incurred as an officer of the
Company to the extent permitted by the Corporations Act. The Deed outlines the procedure to
be followed when the Director intends to obtain the benefits of the indemnity and provides that the indemnity
continues to operate notwithstanding that the Director may have ceased to be a Director before any claim is
made. The Deed provides for certain circumstances in which the director may seek separate legal representation
in connection with a claim.

The Deed also confirms the Director’s right of access to Board papers. The Deed provides for the retention of
certain Board papers by the Company and details the circumstances in which the Company may confidentially
dispose of the papers. The Deed specifies the permitted usage of the documents to which access is granted
and the circumstances in which access to Board papers may be denied.
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11. ADDITIONAL INFORMATION

11.1 Capital Structure
The only class of Shares in the Company is fully paid ordinary Shares. At each of the Prospectus Date, then
assuming minimum subscription, full subscription and finally, assuming full oversubscription, the capital
structure of the Company is/will be as follows:

Immediately Assuming Assuming Assuming
Before the Minimum Full Full
Prospectus Subscription | Subscription | Oversubscription
Date
Fully Paid 43,465,708 55,965,708 65,965,708 70,965,708
Ordinary
Shares
Class A Options 8,045,000 8,045,000 8,045,000 8,045,000
(Expiring in
2012)
Class B Options 6,324,350 6,324,350 6,324,350 6,324,350
(Expiring in
2013)
Class C Options - 12,500,000 22,500,000 27,500,000
(Expiring in
2013)

Class A Options are subject to a 2:3 bonus issue of Shares on conversion.
Class B Options are subject to a 2:3 bonus issue of Shares on conversion.
Class C Options will be issued pursuant to this Prospectus.

11.2 Constitution and Rights and Liabilities Attaching to Shares
Details of the rights attaching to Shares are set out in the Company's constitution, a copy of which may be
inspected at the Company's registered office between 9am and 5pm CST time on Business Days.

A non-exhaustive summary of the rights follows:

11.2.1 Dividend entitlement
After their allotment the Shares will participate in all dividends declared and rank equally with existing
Shares;

11.2.2 Voting rights
At a general meeting every Shareholder present in person by proxy, attorney or representative has one
vote on a show of hands and every Shareholder present in person or by proxy, attorney or
representative has one vote for each Share on a poll;

11.2.3 Dividends
Dividends are declared by the Directors at their discretion and subject to any special rights (at present
there are none) are payable on all Shares in proportion to the amount of capital for the time being paid
up or credited as paid up on those Shares;

11.2.4 Transfer of Shares
Generally, Shares are freely transferable. Where the law requires the Company to do so, the Directors
must decline to register a transfer;

11.2.5 Future increases in capital
The allotment or issue of any Shares is under the control of the Directors who may, subject to the
Corporations Act, allot or otherwise dispose of them on such conditions as they see fit;

11.2.6 Variation of rights
The rights and privileges attaching to Shares can be altered by special resolution of the Shareholders.
A special resolution is a resolution passed by a majority of not less than 75% of those present and voting;
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11.2.7 Rights on winding up
In the event of a winding up of the Company:

(@ any surplus will be divided among the Shareholders in the proportion that the amount paid up
on the Shares held by that Shareholder bears to the total amount paid up on all Shares of the
Company on Issue;

(b) surplus assets in kind may, with the sanction of a special resolution, be divided among
Shareholders in such proportion as the liquidator may determine.

11.3 Option Terms - Expiring 2013, exercisable at 20 cents
The terms and conditions of the Options to be granted under this Prospectus are as follows:

11.3.1  Options issued at an exercise price of $0.20 and expire on 30 June 2013 (Class C Option). Any Class
C Option not exercised before that time automatically lapses;

11.3.2 any portion of the total number of Options held may be exercised by the holder;

11.3.3  each Option carries the right to subscribe for one Share, subject to the adjustment provisions which
are set out below;

11.3.4  subject to the adjustment provisions which are set out below, the exercise price of the Class C
Options is $0.20 per Share, payable in full on application;

11.3.,5 Shares issued on exercise of the Options will be credited as fully paid Shares on payment of the
exercise price;

11.3.6  Options are fully transferable, subject to any restriction agreement and the same restrictions which
apply to Shares;

11.3.7 Options are exercisable by the delivery to the Company's registered office a notice in writing stating
the intention of the holder to exercise a specified number of Options, accompanied by a cheque
made payable to the Company for the subscription money due, subject to the funds being cleared
funds;

11.3.8 The exercise of only a portion of the Options held does not affect the holder's rights to exercise the
balance of any Options held;

11.3.9 The Company must issue the Shares no later than 1 month after receipt of the notice of exercise of
the Options and the exercise money;

11.3.10 Shares issued on the exercise of Options will rank, as from the date of issue, equally in all respects
with all other Shares on issue;

11.3.11 Statement of holding will be issued for the Options. The reverse side of each statement will set out
the rights of the Option holder and a notice that is to be completed when exercising the Options;

11.3.12 If the Company is listed on any Australian stock exchange, the Company will make application to have
Shares issued on an exercise of Options listed for official quotation by that stock exchange no later
than 3 business days after the issue of the Shares;

11.3.13 Options will not entitle the holder to participate in any new pro-rata issue of securities of the Company.
However, an entitlement to participate will apply following the exercise of the Options. Option holders
will be afforded the period before the record date of a new pro-rata issue of securities to exercise the
Options;
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11.3.14 if the issued capital of the Company is reconstructed the number of Options or the exercise price of
the Options or both will be reconstructed (as appropriate) so that there will not be any benefits
conferred on Option holders which are not conferred on Shareholders. Subject to the rounding of
entitlements as sanctioned by the meeting of Shareholders approving the reconstruction of capital the
terms for the exercise of Options will remain unchanged in all other respects;

11.3.15 the Options do not give any right to participate in any dividends declared by the Company. Shares
issued on the exercise of the Options rank equally for dividends with other Shares;

11.3.16 the number of Shares issued on the exercise of Options will be adjusted for pro rata bonus issues
made before exercise of Options. The effect of this adjustment will be that, on the exercise of the
Options, the number of Shares received by the Option holder will include the number of bonus Shares
that would have been issued if the Options had been exercised before the record date for bonus
issues. The exercise price of the Options will not change because of any bonus issue;

11.3.17 if there is a pro rata rights issue (other than a bonus issue) to Shareholders in the Company before
the exercise of an Option then, subject to any applicable listing rule, the exercise price of the Option
will be reduced according to the following formula:

O=0-(E[P-(S+D)J/IN+ 1)

Where:

O' = the new exercise price of the Option

O = the old exercise price of the Option

E = the number of Shares into which one Option is exercisable

P = the average closing sale price per Share (weighted by reference to volume) of the Shares
during the 5 trading days immediately preceding the day before the ex rights date or the ex
entittement date (excluding special crossing and overnight sales and exchange traded
Options exercised)

S = the subscription price for a Share under the pro rata issue

D = the dividends due but not yet paid on the existing underlying Shares (except those to be
issued under the issue)

N = the number of Shares with rights or entitlement that must be held to receive a right to one new

Share

11.4 Option Terms - Options expiring June 2012, exercisable at 20 cents and Options expiring June 2013,
exercisable at 20 cents
The Company has two classes of Options already on issue as at the date of this Prospectus. Both of these
classes of Options are currently trading on NSX. The terms and conditions of those Options are as follows:

11.4.1  One of the classes of Options was varied to an exercise price of $0.20 and expires on 30 June 2012
(Class A Option). Any Class A Option not exercised before that time automatically lapses. The other
class of Options was varied to an exercise price of $0.20 and expires on 30 June 2013 (Class B Option).
Any Class B Option not exercised before that time automatically lapses;

11.4.2 any portion of the total number of Options held may be exercised by the holder;

11.4.3 each Option carries the right to subscribe for one Share, subject to the adjustment provisions which
are set out below;

11.4.4  subject to the adjustment provisions which are set out below, the exercise price of the Class A Options
is $0.20 per Share and the exercise price of the Class B Options is $0.20 per Share, payable in full
on application;
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11.4.5 Shares issued on exercise of the Options will be credited as fully paid Shares on payment of the
exercise price;

11.4.6  Options are fully transferable, subject to any restriction agreement and the same restrictions which
apply to Shares;

11.4.7  Options are exercisable by the delivery to the Company's registered office a notice in writing stating
the intention of the holder to exercise a specified number of Options, accompanied by a cheque
made payable to the Company for the subscription money due, subject to the funds being cleared
funds. The exercise of only a portion of the Options held does not affect the holder's rights to
exercise the balance of any Options held;

11.4.8 the Company must issue the Shares no later than 1 month after receipt of the notice of exercise of
the Options and the exercise money;

11.4.9 Shares issued on the exercise of Options will rank, as from the date of issue, equally in all respects
with all other Shares on issue;

11.4.10 a statement of holding will be issued for the Options. The reverse side of each statement will set out
the rights of the Option holder and a notice that is to be completed when exercising the Options;

11.4.11 if the Company is listed on any Australian Stock Exchange, the Company will make application to
have Shares issued on an exercise of Options listed for official quotation by that stock exchange no
later than 3 business days after the issue of the Shares;

11.4.12 Options will not entitle the holder to participate in any new pro rata issue of securities of the Company.
However, an entitlement to participate will apply following the exercise of the Options. Option holders
will be afforded the period before the record date of a new pro rata issue of securities to exercise the
Options;

11.4.13 if the issued capital of the Company is reconstructed the number of Options or the exercise price of
the Options or both will be reconstructed (as appropriate) so that there will not be any benefits
conferred on Option holders which are not conferred on Shareholders. Subject to the rounding of
entitlements as sanctioned by the meeting of Shareholders approving the reconstruction of capital the
terms for the exercise of Options will remain unchanged in all other respects;

11.4.14 the Options do not give any right to participate in any dividends declared by the Company. Shares
issued on the exercise of the Options rank equally for dividends with other Shares;

11.4.15 the number of Shares issued on the exercise of Options will be adjusted for pro rata bonus issues
made before exercise of Options. The effect of this adjustment will be that, on the exercise of the
Options, the number of Shares received by the Option holder will include the number of bonus Shares
that would have been issued if the Options had been exercised before the record date for bonus
issues. The exercise price of the Options will not change because of any bonus issue;

11.4.16 if there is a pro rata rights issue (other than a bonus issue) to Shareholders in the Company before
the exercise of an Option then subject to any applicable listing rule, the exercise price of the Option
will be reduced according to the following formula:

O=0-(E[P-(S+D)J/IN+ 1)

Where:
O' = the new exercise price of the Option
O = the old exercise price of the Option

E = the number of Shares into which one Option is exercisable
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P = the average closing sale price per Share (weighted by reference to volume) of the Shares
during 5 trading days immediately preceding the day before the ex rights date or the ex
entittement date (excluding special crossing and overnight sales and exchange traded
Options exercised)

S = the subscription price for a Share under the pro rata issue

D = the dividends due but not yet paid on the existing underlying Shares (except those to be
issued under the issue)

N = the number of Shares with rights or entittement that must be held to receive a right to one new
Share

11.5 Australian Taxation Considerations
Participating in this offer will have different tax consequences for each investor depending on their
circumstances and the jurisdiction in which they reside (or for a Company, the jurisdiction in which they are
registered). Investors with any questions about the tax consequences of participating in this offer should seek
professional advice.

11.5.1  Stamp Duty
No stamp duty will be payable on the issue of Shares or Options pursuant to the Offer. Under current
stamp duty legislation and assuming the Shares and Options are quoted on ASX or NSX, no stamp
duty would ordinarily be payable on any subsequent transfer of Shares or Options.

11.5.2 Goods and Services Tax
As the law stands, goods and services tax will not be payable in respect of any issue or transfer of
Shares or Options.

11.56.3 Company Tax Status
For Australian tax purposes the Company is treated as a public company.

11.6 Interests of Directors, Advisors and Promoters
Other than as stated in this Section 11 and elsewhere in this Prospectus, no amount has been paid or agreed
to be paid and no benefit has been given or agreed to be given to a Director, or proposed Director to induce
them to become, or to qualify as, a Director.
Other than as stated in Section 11 and elsewhere in this Prospectus, none of the following persons:

11.6.1  a Director or proposed Director of the Company;

11.6.2 each person named in this Prospectus as performing a function in a professional, advisory or other
capacity in connection with the preparation or distribution of this Prospectus;

11.6.3 a promoter of the Company; or

11.6.4 the Underwriter holds or has held at any time in the two years before lodgement of this Prospectus
with ASIC, an interest in:

(@) the formation or promotion of the Company;
(b) the offer of the Shares and Options;

(c) property acquired or proposed to be acquired by the Company in connection with its
formation or promotion or the Offer,

or was paid or given, or agreed to be paid or given, any amount or benefit for services provided by such
persons in connection with the formation or promotion of the Company or the Offer.
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11.7 Shareholdings of Directors

Set out below are details of the interests held by directors in the Company's Shares and Options as at the

Prospectus Date:
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Shares Options

Direct Relevant Indirect Relevant Direct Relevant Indirect Relevant

Interest Interest Interest Interest
DP LeMessurier 2,083,334 9,633,336 625,000 Class A 2,840,000 Class A
LH Guthrie 4,583,334 Nil 1,375,000 Class A Nil
PA Mariani Nil 925,001 Nil 250,000 Class A

30,000 Class B

CM Costello Nil Nil Nil 750,000 Class B

11.8 Remuneration of Directors
11.8.1  The proposed Director's remuneration is based on the ability of the Company to pay Directors' fees.
All Directors have agreed that if funds are not available they will receive no fees for that year. No
Directors’ fees have been paid to date. Should moneys be available for Directors fees then the
Directors are entitled to be remunerated by the Company as they agree with the Company, provided
that the remuneration of non-executive Directors does not exceed $250,000 per annum, being the
sum approved by the Company in general meeting. Such remuneration may be a combination of a
stated salary or fixed sum for each attendance at a Directors' meeting, but must not include a
commission on, or a percentage of, operating revenue. Non-executive Directors may receive a share
of the above amount, divided among them as the Directors decide, or in default, equally. It is intended
that any Directors’ fees to be paid in the future will be set having regard to industry benchmarks.
11.8.2  The Directors are also entitled to be reimbursed by the Company for travelling and other out-of-pocket
expenses which are incurred in the course of conducting the Company's business.
11.8.3  If any Director performs extra or special services for the Company, the Company may pay the Director
any special remuneration the Directors decide in addition to the Director's normal remuneration.
11.8.4 Managing Director
The remuneration of the Managing Director is determined by the Directors. The Company has
engaged Lusid Pty Ltd to provide the services of Mrs Lusia Guthrie as Managing Director and
consultant for a one year period, commencing 1 July 2005. The fee is currently $150,000 per annum
(exclusive of GST) to be reviewed if and when service requirements change significantly. The Board
resolved to pay a bonus of $45,000 if the Company achieves listing on ASX. Mrs Guthrie was paid
$84,900 in consulting fees during 2004-05.
11.8.5 Related Party Transactions
(@) The Company has a royalty arrangement with DP LeMessurier and LH Guthrie. DP LeMessurier
and or his nominee/s is entitled to a royalty of 1.3% and LH Guthrie and or her nominee/s is
entitled to a royalty of 0.5% on all revenue derived from the technology.

(b) Douglas Peter LeMessurier has a proper authority from Martin Place Securities Pty Ltd to deal
in securities but will not receive commission or Shares and Options as part of this capital raising.

() Ms Alice LeMessurier, daughter of DP LeMessurier, was engaged per a consulting agreement
and was paid $2,000 in 2004-05.
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11.9 Director and Executive Option Plan
The Company has a Director and Executive Option Plan. The plan provides for the grant to Directors and
executives of Options to subscribe for Shares at an exercise price to be determined by Directors at the time of
grant of the Options.

The plan has been designed to align the interests of Directors and executives of the Company with those of
Shareholders. The plan is seen by the Company as an integral component of its remuneration strategy.

An overall limit exists on the number of Options that may be issued under the plan. The Company must not
grant Options under the plan if at the date of grant the aggregate number of:

. Unissued Shares to which outstanding Options under the plan relate; and

. Shares issued, as a result of the exercise of Options granted under the plan during the five-year
period ending on the proposed date of grant,

exceeds 7.5% of the number of issued Shares.

11.10 Interests of Advisers

11.10.1 HLB Mann Judd Stephens (S.A.) is the Company's auditor and has prepared the
Independent Accountant's Report on historical and Adjusted Historical Financial Information included
in this Prospectus. HLB Mann Judd Stephens (S.A.) has also performed due diligence enquiries in
relation to financial information. The Company has agreed to pay $5,000 for such services to the
Prospectus Date. Further amounts may be paid to HLB Mann Judd Stephens (S.A.) in accordance
with its usual time-based charge-out rates.

11.10.2 MSI Tilley are the Company's accountants. The Company has agreed to pay $12,000 for such
services to the Prospectus Date. Further amounts may be paid to MSI Tilley in accordance with its
usual time-based charge-out rates.

11.10.3 DMAW Lawyers has acted as legal adviser to the Company in connection with the Offer and has
performed limited work in relation to the due diligence enquiries on legal matters. The Company has
agreed to pay $40,000 for these services to the Prospectus Date. Further amounts may be paid to
DMAW Lawyers in accordance with its usual time-based charge-out rate.

11.10.4 Martin Place Securities Pty Ltd has agreed to act as underwriter, corporate adviser to the Company
and manager of the Offer. It will be paid a management fee of 1.5% of all funds raised, 7% of the
Underwritten Amount and any oversubscriptions and a success fee of 380,000 Shares with attaching
Options. Martin Place Securities Pty Ltd and its related parties hold 2,066,668 Shares and 930,000
Options.

11.11 Consents and Disclaimers of Responsibility
Written consents to the issue of this Prospectus have been given and, at the time of lodgement of this
Prospectus with ASIC, had not been withdrawn by the following parties:

11.11.1 DMAW Lawyers has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, its
written consent to be named in this Prospectus as the Company's legal adviser in the form and
context so named,;

11.11.2 Martin Place Securities Pty Ltd has given and not withdrawn prior to the lodgement of this Prospectus
with ASIC, its written consent to be named in this Prospectus as the Company's financial adviser in
the form and context so named;

11.11.3 MSI Tilley has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, its
written consent to be named in this Prospectus as the Company's accountant in the form and context
S0 named;

11.11.4 HLB Mann Judd Stephens (S.A.) has given, and not withdrawn prior to the lodgement of this
Prospectus with ASIC, its written consent to be named in this Prospectus as auditor and independent
accountant to the Company in the form and context so named and has given and not withdrawn its
consent to the inclusion in this Prospectus of its Independent Accountant's Report in the form and
context in which it is included;
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11.11.5 Mr Mike Norriss has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, his
written consent to the inclusion in this Prospectus of his Expert Report in the form and context in which
it is included.

11.11.6 Dr Ross Vining has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, his
written consent to the inclusion in this Prospectus of his Expert Report in the form and context in which
it is included.

11.11.7 Mr Greg Bartlett has given and not withdrawn prior to the lodgement written consent to be named in
this Prospectus in the form and context in which it is included.

11.11.8 Mr John Glasson has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, his
written consent to be named in this Prospectus in the form and context in which it is included.

11.11.9 Mr Lachlan Smith has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, his
written consent to be named in this Prospectus in the form and context in which it is included.

11.11.10 Invetech Pty Ltd has given and not withdrawn prior to the lodgement of this Prospectus with ASIC, its
written consent to be named in this Prospectus in the form and context in which it is included.

11.11.11 Mr Paul Mansfield has given and not withdrawn prior to the lodgement of this Prospectus with ASIC,
his written consent to be named in this Prospectus in the form and context in which it is included.

11.11.12 Ms Alice LeMessurier has given and not withdrawn prior to the lodgement of this Prospectus with
ASIC, her written consent to be named in this Prospectus in the form and context in which it is included.

No entity or person referred to above has made any statement that is included in this Prospectus or any statement
on which a statement made in this Prospectus is based, except as stated above. Each of the entities and persons
referred to above expressly disclaims and takes no responsibility for any statements in or omissions from this
Prospectus. This applies to the maximum extent permitted by law and does not apply to any matter to the extent to
which consent is given above.

11.12 No Litigation
So far as the Directors are aware, and except as otherwise disclosed in this Prospectus there is no current or
threatened civil litigation, arbitration proceeding or administrative appeal, or criminal or governmental prosecution
of a material nature in which the Company is directly or indirectly concerned which is likely to have a material
adverse impact on the business or financial position of the Company.

11.13 CHESS and Issuer Sponsorship
The Company is admitted to participate in CHESS. The Company operates an issuer sponsored sub-register
and an electronic CHESS sub-register. The two registers together make up the Company's principal register
of securities.

The Company will not issue certificates, rather holding statements will be dispatched to holders of securities as
soon as practicable after allotment. Holding statements will be sent either by CHESS (for holders of securities
who elect to hold securities on the CHESS sub-register) or by the Share Registrar (for holders of securities who
elect to hold their securities on the issuer sponsored sub-register). The statements will set out the number of
securities allotted to the holder. Updated holding statements will also be sent to each holder as their holding
of securities changes and as required by the Corporations Act or the Listing Rules.

11.14 Documents Available for Inspection
Copies of the Constitution, the audited financial statements of the Company and the consents referred to in
Section 11, will be available for inspection free of charge between 9.00am and 5.00pm CST, Monday to Friday,
at the Company's registered office during the Offer Period.

Signed on behalf of LabTech Systems Limited
LYW
VAN

Director
Douglas Peter LeMessurier

D el
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AFS Licence

Agar Plate
Alpha Prototype

APIS
Apomab Ltd
APOMAB®

Applicants
Application Form

Application Money

Application Price

Applications

ASIC
ASX

Automation

Beta Prototype

Board

Business Days

Closing Date

Company

Corporations Act

CST

Director and Executive

Option Plan

Directors
Dollars ($)
Expiry Date

Exposure Period

Financial Adviser
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Australian Financial Services Licence under the Corporations Act 2001 - Section
914A.

A culture medium containing agar (a gelatinous colloidal extractive of algae).

A prototype essentially having all primary features of the product and performing all
primary functions of the product.

Former name given to MicroStreak® technology.
Apomab Ltd ACN 115 819 737 a company incorporated in South Australia, Australia.

The name of technology protected by Australian Provisional Patent Application No.
2003900778, titled “A method of diagnosis and treatment of same.

Persons who submit Application Forms.
The application form attached to this Prospectus.

The Application Price multiplied by the number of Shares applied for by the
Applicant(s).

The price of $0.20 per Share.

Applications to subscribe for a specified number of Shares and Options under
this Offer.

Australian Securities and Investments Commission.
Australian Stock Exchange Limited.

The development of technology to make a manual process operate by machines or
computers, in order to reduce the amount of work done by humans and the time
taken to do the work.

An instrument prototype essentially having all the features of the product and
performing all the functions of the product in a manner representative of the
production design of the product.

The Board of directors of LabTech Systems Ltd.

Monday to Friday inclusive, except New Year's Day, Good Friday, Easter Monday,
Christmas Day, Boxing Day and any other week day that banks are not open for
business in Adelaide.

The date of closing of the Offer, namely 5 December 2005.

LabTech Systems Ltd ACN 107 670 673, a Company incorporated in South Australia,
Australia. The Company was formerly known as Apotech Ltd.

Corporations Act 2001 (Cth) and Corporations Regulations 2001 (Cth).
Central Standard Time (Adelaide time)

A plan that provides for the grant to the Directors and executives of Options to
subscribe for Shares at an exercise price to be determined by Directors at the time
of grant of Options.

The directors of the Company named in this Prospectus.
Australian Dollars.
13 months from the date of this Prospectus.

The period of 7 days after the Prospectus Date, which period may be extended for
up to a further 7 days by ASIC.

Martin Place Securities Pty Ltd, ACN 094 927 947, Level 3, 14 Martin Place Sydney
NSW 2000.
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Institute of Medical &
Veterinary Science (IMVS)

Inoculation

Intellectual Property

Issue

Listing Rules

Medical Microbiology

Medvet Science Pty Ltd
(Medvet)

MicroStreak®

Micro-organisms

NSX

Offer

Offer Application Account
Offer Period

Offer Price

Options

Patent

Patent Application
Pathogenic Microbes

PCT

Privacy Act
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IMVS, Adelaide, South Australia. Provides laboratory diagnostic services for the
Royal Adelaide Hospital and the general medical community. The IMVS undertakes
many active research programs in the field of human disease and contributes to the
education, teaching and training of students in the various fields of medical science.

The introduction of a pathogen or antigen into a living organism to stimulate the
production of antibodies.

The intellectual property rights attaching to the MicroStreak® technology including:

(@ rights in respect of or in connection with copyright, patents, registered
designs, plant breeders' rights, software circuit layouts, trademarks, service
marks, business names or other proprietary rights or any rights to registration
of such rights (including renewals and extensions); and

(b)  confidential information.

The Company proposed issue of Shares and attaching Options under this
Prospectus.

The official listing rules of the ASX.

A branch of biology dealing especially with microscopic forms of life and relating to,
or concerned with, physicians or the practice of medicine often as distinguished
from surgery.

Medvet Science Pty Ltd ACN 008 089 745 a company incorporated in South
Australia, Australia as the commercial vehicle of the IMVS, the Hanson Institute and
Royal Adelaide Hospital.

The name of the technology formerly known as "APIS” (Automated Plated Inoculating
System).

Organisms of microscopic or ultramicroscopic size.

The Stock Exchange of Newcastle Limited.

The offer by LabTech Systems Ltd in relation to the Issue.
LabTech Systems Ltd - Share Offer Account

7 November 2005 to 5 December 2005.

$0.20 per Share.

Options to acquire Shares.

All grants of letters patents worldwide sought and obtained by the parties and
resulting from Patent Applications and the invention means patent
PCT/AU2005/000079 ‘Microbial Streaking Device' and other proprietary rights and
intellectual property rights related to the invention.

An application for a Patent.
Micro-organisms causing or capable of causing disease.

A multilateral treaty among more than 50 nations that is designed to simplify the
process of an applicant's seeking a patent on the same Invention in more than one
nation. Administered by the World Intellectual Property Organization and effective
since 1978, the Patent Cooperation Treaty enables an inventor to file a single
international application in addition to the main patent application filed in a
treaty-member country.

Privacy Act 1988 (Cth).
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Product Any product manufactured by or for the Company.

Proof of Concept Facts that cannot be doubted about a principle or idea. A fact or piece of
information, which shows that a principle or idea exists or is true.

Prospectus The Prospectus dated 31 October 2005 issued by the Company in relation to the
Offer, including any supplementary or replacement Prospectus.

Prospectus Date 31 October 2005

Share Registrar Link Market Services Limited, ACN 083 214 537, Level 21, 300 Queen Street, Brisbane.

Shareholder The owner of Shares.

Shares Fully paid ordinary Shares in the capital of the Company.

Trade Mark Australian registered Trade Mark No. 1024246 'MicroStreak'.

Underwriter Martin Place Securities Pty Ltd, ACN 094 927 947, Level 3, 14 Martin Place, Sydney
NSW 2000.

Underwritten Amount The full subscription amount of $4,500,000.
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LabTech Systems Ltd

ACN 107 670 673

Application Form for Shares and attaching Options

Please read all instructions on reverse of this form

A Number of Shares and attaching Options applied for (minimum 10,000 Shares) B Total amount payable

at $0.20 per Share = A$

C Full name details (title, given name(s) (no initials) and surname or Company name)
Name of Applicant 1

Name of joint applicant 2 or <account name>

Name of joint applicant 3 or <account name>

D Tax file number(s) or exemption category

Applicant 1 / Company Joint applicant 2 / trust Joint applicant 3 / exemption

E Full postal address
Number / street

Suburb / Town State / Postcode

F Contact Details

Contact name Contact daytime phone number ()

Contact email address CHESS Holder No

G Cheque payment details please fill out your cheque details and make your cheque payable to
“Labtech Systems Ltd Share Offer” and return to the Company before 5pm (CST) on 5 December 2005.

Drawer Cheque number BSB number Account number Total amount of cheque

Return of the Application Form with your cheque for the Application monies will constitute your offer to subscribe for Shares and
Options in the Company. 1/We declare that:

(a) this Application is completed according to the declaration/appropriate statements on the reverse of this form and agree to be
bound by the Constitution of the Company; and

(b) 1/We have received personally a copy of this Prospectus accompanied by or attached to the Application Form or a copy of the
Application Form before applying for Shares and attaching Options.

No signature is required.

You should read this Prospectus carefully before completing this Application Form. The Corporations Act prohibits any person from
passing on this Application Form (whether in paper or electronic form) unless it is attached to or accompanies a complete and
unaltered copy of the Prospectus and any relevant supplementary Prospectus (whether in paper or electronic form).
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This Application Form does not need to be signed. By lodging, or causing to be lodged, this Application Form and a cheque for the
full monies I/we hereby:

1. declare that this Application Form is completed and lodged according to the Prospectus and the declarations/
statements accompanying this Application Form and declare that all details and statements made by me/us (including
the declarations/statements accompanying this Application Form) are complete and accurate.

offer to subscribe for Fully Paid Ordinary Shares and Options in the Company; and

agree to be bound by the Constitution of the Company as amended from time to time and any new Constitution
adopted by the Company, by the terms of the Options and by the terms and conditions set out in the Prospectus.

w N

How to Complete the Application Form
Please complete all relevant sections of the Application Form using BLOCK LETTERS

A Insert the number of Shares and attaching Options you wish to apply for.

B Insert the relevant amount of Application monies. To calculate your Application monies, multiply the number of Shares
and attaching Options applied for by the sum of $0.20.

C Write the full name you wish to appear on the statement of shareholdings. This must be either your own name or the

name of the Company. Up to three joint Applicants may register. You should refer to the table below for the correct form
of registrable title. Applicants using the wrong form of title may be rejected.

D Enter your Tax File Number (TFN) or exemption category. Where applicable, please enter the TFN for each joint Applicant.
Collection of TFN(s) is authorised by taxation laws. Quotation of your TFN is not compulsory and will not affect your
Application.

E Please enter your postal address for all correspondence. All communications to you from the share registry will be mailed
to the person(s) and address as shown. For Joint Applicants, only one address can be entered.

F Please enter your telephone number(s), area code, email address and contact name in case we need to contact you in
relation to your Application.

G Please complete cheque details as requested:

Make your cheque payable to “LabTech Systems Ltd Share Offer” in Australian currency and crossed
“Not Negotiable”. Your cheque must be drawn on an Australian Branch of a Bank. The amount should agree with the
amount shown in Section B. Sufficient cleared funds should be held in your account, as cheques returned unpaid are
likely to result in your Application being rejected.

H Before completing the Application Form the Applicant(s) should read the Prospectus to which the Application relates.
By lodging the Application Form, the Applicant(s) agrees that this Application is for Shares and attaching Options is for
Shares and attaching Options in the Company upon and subject to the terms of this Prospectus, agrees to take any
number of Shares and attaching Options equal to or less than the number of Shares and attaching Options indicated in
Section A that may be allotted to the Applicant(s) pursuant to the Prospectus and declares that all details and statements
made are complete and accurate. It is not necessary to sign the Application form.

Forward your completed Application Form and accompanying cheque(s) to:-

LabTech Systems Ltd, GPO Box 1385 Adelaide SA 5001

Correct forms of Registrable Names

Note that only legal entities are allowed to hold Shares and Options. Applications must be in the name(s) of a natural person(s),
companies or other legal entities acceptable to LabTech Systems Ltd. At least one full given name and the surname is required for
each natural person. The name of the beneficiary or any other non-registrable title may be included by way of an account designation
if completed exactly as described in the example of correct forms of registrable title below:

Type of investor

Correct form

Examples of incorrect forms

Individuals Give full name - not initials

John Fred Williams

JF Williams

Person Under the age of 18
Do not use the name of the minor, use
name(s) of parent(s)/guardian(s)

Michael John Wilson
Sarah Jane Wilson
<Andrew Wilson A/C>

Andrew Wilson

Companies
Use Company title, not abbreviations

John Williams Pty Ltd

J Williams Co
John Williams P/L

Trusts
Do not use the name of the trust, use
name(s) of trustee (s)

John Fred Williams
<Williams Family A/C>

John Williams Family Trust

Deceased Estates
Do not use the name of deceased, use
personal names of executor(s)

Jane Mary Wilson
<Est John Smith A/C>

Estate of the Late John Smith

Partnerships
Do not use the name of partnership, use
personal names of partners

Sarah Jane Wilson
Michael John Wilson
<Sarah Wilson & Son A/C>

Sarah Wilson & Son

Clubs/Unincorporated Bodies
Do not use the name of clubs etc use
personal names of office bearer(s)

John Fred Williams
<ABC Tennis Association A/C

ABC Tennis Association

Superannuation Funds
Do not use the name of fund use
name(s) of trustee(s)

Sarah Wilson Pty Ltd
<Super Fund A/C>

Sarah Wilson Pty Ltd
Superannuation Fund
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LabTech Systems Ltd

ACN 107 670 673

Application Form for Shares and attaching Options

Please read all instructions on reverse of this form

A Number of Shares and attaching Options applied for (minimum 10,000 Shares) B Total amount payable

at $0.20 per Share = A$

C Full name details (title, given name(s) (no initials) and surname or Company name)
Name of Applicant 1

Name of joint applicant 2 or <account name>

Name of joint applicant 3 or <account name>

D Tax file number(s) or exemption category

Applicant 1 / Company Joint applicant 2 / trust Joint applicant 3 / exemption

E Full postal address
Number / street

Suburb / Town State / Postcode

F Contact Details

Contact name Contact daytime phone number ()

Contact email address CHESS Holder No

G Cheque payment details please fill out your cheque details and make your cheque payable to
“Labtech Systems Ltd Share Offer” and return to the Company before 5pm (CST) on 5 December 2005.

Drawer Cheque number BSB number Account number Total amount of cheque

Return of the Application Form with your cheque for the Application monies will constitute your offer to subscribe for Shares and
Options in the Company. 1/We declare that:

(@) this Application is completed according to the declaration/appropriate statements on the reverse of this form and agree to be
bound by the Constitution of the Company; and

(b) 1/We have received personally a copy of this Prospectus accompanied by or attached to the Application Form or a copy of the
Application Form before applying for Shares and attaching Options.

No signature is required.

You should read this Prospectus carefully before completing this Application Form. The Corporations Act prohibits any person from
passing on this Application Form (whether in paper or electronic form) unless it is attached to or accompanies a complete and
unaltered copy of the Prospectus and any relevant supplementary Prospectus (whether in paper or electronic form).
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This Application Form does not need to be signed. By lodging, or causing to be lodged, this Application Form and a cheque for the

full monies I/we hereby:

1. declare that this Application Form is completed and lodged according to the Prospectus and the declarations/
statements accompanying this Application Form and declare that all details and statements made by me/us (including
the declarations/statements accompanying this Application Form) are complete and accurate.

2. offer to subscribe for Fully Paid Ordinary Shares and Options in the Company; and

3. agree to be bound by the Constitution of the Company as amended from time to time and any new Constitution
adopted by the Company, by the terms of the Options and by the terms and conditions set out in the Prospectus.

How to Complete the Application Form
Please complete all relevant sections of the Application Form using BLOCK LETTERS

A Insert the number of Shares and attaching Options you wish to apply for.

B Insert the relevant amount of Application monies. To calculate your Application monies, multiply the number of Shares
and attaching Options applied for by the sum of $0.20.

C Write the full name you wish to appear on the statement of shareholdings. This must be either your own name or the

name of the Company. Up to three joint Applicants may register. You should refer to the table below for the correct form
of registrable title. Applicants using the wrong form of title may be rejected.

D Enter your Tax File Number (TFN) or exemption category. Where applicable, please enter the TEN for each joint Applicant.
Collection of TFN(s) is authorised by taxation laws. Quotation of your TFN is not compulsory and will not affect your
Application.

E Please enter your postal address for all correspondence. All communications to you from the share registry will be mailed
to the person(s) and address as shown. For Joint Applicants, only one address can be entered.

F Please enter your telephone number(s), area code, email address and contact name in case we need to contact you in
relation to your Application.

G Please complete cheque details as requested:

Make your cheque payable to “LabTech Systems Ltd Share Offer” in Australian currency and crossed
“Not Negotiable”. Your cheque must be drawn on an Australian Branch of a Bank. The amount should agree with the
amount shown in Section B. Sufficient cleared funds should be held in your account, as cheques returned unpaid are
likely to result in your Application being rejected.

H Before completing the Application Form the Applicant(s) should read the Prospectus to which the Application relates.
By lodging the Application Form, the Applicant(s) agrees that this Application is for Shares and attaching Options is for
Shares and attaching Options in the Company upon and subject to the terms of this Prospectus, agrees to take any
number of Shares and attaching Options equal to or less than the number of Shares and attaching Options indicated in
Section A that may be allotted to the Applicant(s) pursuant to the Prospectus and declares that all details and statements
made are complete and accurate. It is not necessary to sign the Application form.

Forward your completed Application Form and accompanying cheque(s) to:-

LabTech Systems Ltd, GPO Box 1385 Adelaide SA 5001

Correct forms of Registrable Names

Note that only legal entities are allowed to hold Shares and Options. Applications must be in the name(s) of a natural person(s),
companies or other legal entities acceptable to LabTech Systems Ltd. At least one full given name and the surname is required for
each natural person. The name of the beneficiary or any other non-registrable title may be included by way of an account designation
if completed exactly as described in the example of correct forms of registrable title below:

Type of investor

Correct form

Examples of incorrect forms

Individuals Give full name - not initials

John Fred Williams

JF Williams

Person Under the age of 18
Do not use the name of the minor, use
name(s) of parent(s)/guardian(s)

Michael John Wilson
Sarah Jane Wilson
<Andrew Wilson A/C>

Andrew Wilson

Companies
Use Company title, not abbreviations

John Williams Pty Ltd

J Williams Co
John Williams P/L

Trusts
Do not use the name of the trust, use
name(s) of trustee (s)

John Fred Williams
<Williams Family A/C>

John Williams Family Trust

Deceased Estates
Do not use the name of deceased, use
personal names of executor(s)

Jane Mary Wilson
<Est John Smith A/C>

Estate of the Late John Smith

Partnerships
Do not use the name of partnership, use
personal names of partners

Sarah Jane Wilson
Michael John Wilson
<Sarah Wilson & Son A/C>

Sarah Wilson & Son

Clubs/Unincorporated Bodies
Do not use the name of clubs etc use
personal names of office bearer(s)

John Fred Williams
<ABC Tennis Association A/C

ABC Tennis Association

Superannuation Funds
Do not use the name of fund use
name(s) of trustee(s)

Sarah Wilson Pty Ltd
<Super Fund A/C>

Sarah Wilson Pty Ltd
Superannuation Fund
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LabTech Systems Ltd

Registered Office
253 Sturt Street
ADELAIDE SA 5000

a4
Principal Office '
Suite 7 - 114 Rundle Street ;
KENT TOWN SA 5067
Telephone (08) 8362 2698
Facsimile (08) 8362 2598




