OCTANEX

ASX Announcement

17 April 2023
Company Update — Scheme of Arrangement

Octanex Limited (ASX: OXX, “Octanex” or the “Company”) advises that, following its
announcement on 20 January 2023 relating to the proposed privatization of Octanex, the
Supreme Court of Victoria has now made Orders for Octanex to convene a meeting of its
members to consider and, if thought fit, approve the proposed Scheme of Arrangement.

The Scheme Meeting will be held at 10.00 am on Tuesday 23 May 2023 at Level 1, 10 Yarra
Street South Yarra, Victoria.

Court Order and Scheme Booklet

A copy of the Order of His Honour, Mr Justice Sifris, made Friday 14 April 2023, and a copy of
the Scheme booklet as registered with ASIC are attached hereto.

Independent Expert concludes Scheme is fair, reasonable and in Non-Associated
Shareholders best interests

The Independent Expert appointed by the Independent Directors to consider the Scheme has
concluded that the Scheme is fair and reasonable from the point of view of the Non-Associated
Shareholders and in their best interests in the absence of a superior offer or proposal.

Independent Directors conclude Scheme is fair, reasonable and in Non-Associated
Shareholders best interests

The Independent Directors likewise consider that the Scheme is fair and reasonable and in the
best interests of the Non-Associated Shareholders in the absence of a superior offer or proposal.

Independent Directors intend to vote in favour of Scheme and unanimously recommend
all eligible Shareholders vote in favour of Scheme

Each of the Independent Directors intend to vote all shares held by them or their associates in
favour of the Scheme and unanimously recommend that all Non-Associated Shareholders vote in
favour of the Scheme.
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Mr Albers and Associates abstain from voting

None of Mr Albers nor any of the members of the Albers Group will vote on the Scheme, save
where they are appointed as a proxy for a Non-Associated Shareholder and where the Non-
Associated Shareholders directs that proxy on how to vote in relation to the resolution to be put
to the Scheme Meeting.

Scheme Consideration

Under the proposed Scheme, all of the Non-Associated Shareholders in Octanex (being all
members of Octanex other than Mr Albers and his Associates (defined in the Scheme Booklet as
the “Albers Group”) will, if the Scheme is approved by members and the Court, receive a payment
of $0.002 (0.2 of a cent) for each share held by them (Scheme Consideration). Fractional
entitlements will be rounded down to the nearest cent.

Scheme Meeting Date and venue

The Scheme Meeting will be held at 10.00 am on Tuesday 23 May 2023 at Level 1, 10 Yarra
Street South Yarra, Victoria.

Proxies

Completed proxies can be returned to Octanex’s Share Registry in the pre-addressed envelope
(reply paid if posted in Australia) accompanying the Scheme Booklet mailed to Shareholders.

Proxies may also be lodged online as provided on the proxy form accompanying the Scheme
documents to be forwarded to members.

Final Court Approval

If the Scheme is approved at the Scheme Meeting, application will be made to the Supreme Court
of Victoria for final approval of the Scheme on Monday 5 June 2023 with the Scheme coming into
effect on lodgement of that Court Order and Scheme on that date or, at latest, 6 June 2023.

Payment of Scheme Consideration

It is anticipated that the Implementation Date for the Scheme will be 14 June 2023 which will be
the date on which payment of the Scheme Consideration is made to Non-Associated
Shareholders.
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Scheme Documents being mailed to members
It is anticipated Scheme documents will be mailed to members on Tuesday 18 April 2023.

The Scheme documents comprise the Scheme Booklet which is the Explanatory Statement
registered with ASIC as required by section 412(6) of the Corporations Act 2001 together with
personalised proxy form, a reply paid envelope (if posted in Australia) and a circular advising
shareholders on how to update the Share Registry with details of their Australian bank account to
enable electronic payment of the Scheme Consideration.

Further Announcements
Further announcements will be made as necessary. In particular an announcement will be made
on 23 May 2023 following the holding of the Scheme Meeting to inform the market about the

outcome of the Scheme Meeting.

Expected Timetable

Dispatch of Scheme documents 18 April 2023
Last date for receipt of proxies 21 May 2023

(10am AEST)
Scheme Meeting 23 May 2023
Application to Court for Approval of Scheme 5 June 2023
Effective Date of Scheme 6 June 2023
Anticipated Implementation Date and payment of Scheme Consideration 14 June 2023

For more information

Rae Clark
Director, Octanex Limited | admin@octanex.com.au

infik
Octanex Limited | ABN 61 005 632 315 | Level 1, 10 Yarra Street, South Yarra VIC 3141
www.octanex.com.au | admin@octanex.com.au






THE COURT ORDERS:

1.

That, pursuant to section 411(1) of the Act, the Plaintiff convene a meeting of each person
registered as the holder of ordinary shares issued by the Plaintiff (Octanex Shareholders)
for the purpose of considering and if thought fit, agreeing (with or without modification) to
the scheme of arrangement proposed to be made between the Plaintiff and that class of
its members (Scheme Meeting).

The Scheme Meeting be convened by not less than 28 days’ notice of meeting by sending
by ordinary pre-paid post to all members of the Plaintiff:

(@) A document substantially in the form of the Scheme Booklet comprised in pages 1
to 100 of Exhibit GAM-1 to the affidavit of Graeme Alan Menzies sworn 13 April
2023 (Scheme Booklet) containing a Notice of Meeting substantially in the form of
the Notice of Scheme Meeting contained in pages 99 to 100 of the Scheme Booklet;

(b) A personalised proxy form substantially in the form of, or to the effect of, the form of
proxy which is contained in pages 101 to 102 of the said Exhibit GAM-1; and

(¢) An information circular with instructions for registry bank account details with the
share registry substantially in the form of, or to the effect of, the circular which is
contained at page 103 of the Exhibit RLC-1 to the affidavit of Ms Raewyn Clark
sworn 12 April 2023 and filed herein.

(d) An pre-addressed envelope for return of completed proxy forms to the Plaintiff
which, in relation to members of the Plaintiff resident in Australia, shall be a postage
reply paid in the format of the form of the artwork for such envelope envelope
contained in page 104 of the said Exhibit RLC-2.

(e) That the Meeting be held at Level, 10 Yarra Street, South Yarra, Victoria on 23 May
2023 commencing at 10.00 a.m or on such other date and time as Ordered by this

Honourable Court.

That the materials referred to in Order 2 (Scheme Materials) are to be despatched to
Octanex Shareholders whose name is recorded in the Plaintiff's register of members
(Share Register) as being the Octanex Shareholders as at 7.00 pm (Melbourne Time) on
14 April 2023.

Pursuant to section 1319 of the Act:

(a) for the purposes of voting at the Scheme Meeting, Octanex may determine that-all

the shares in Octanex be taken to be held by the person, persons or bodies



(b)

(c)

(d)

(e)

(f)

corporate who are registered as the holders thereof in the Share Register as at
7:00pm (Melbourne time) on 21 May 2023.

Octanex may determine that only the proxy forms in relation to the Scheme Meeting
received,

(i) by Octanex; or

(i) by or at the Share Registry maintaining the Share Register;

by no later than 10:00am (Melbourne time) on 21 May 2023 are valid.

the Chair of the Scheme Meeting shall have the power to adjourn the meeting in her
or his absolute discretion to such time, date and place as she or he considers

appropriate; and

a poll must be taken to decide the resolutions put to the vote at the Scheme Meeting,
except for any procedural motions.

That Ms Raewyn Louise Clark or failing her, Mr Graeme Alan Menzies, be appointed
and act as the Chair of the Scheme Meeting.

That the Chair reports the result of the Scheme Meeting to the Court.

DATE AUTHENTICATED:

— ——
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The fact that under section 411 (1) of the Corporations Act 2001 the Court has ordered that a
meeting be convened and has approved the explanatory statement required to accompany the
notices of the meeting does not mean that the Court:

(@) hasformed any view as to the merits of the proposed scheme or as to how members should
vote (on this matter members must reach their own decision); or

(b) has prepared, or is responsible for, the content of the explanatory statement.

PROPOSED SCHEME OF ARRANGEMENT

BETWEEN

OCTANEX LIMITED
ABN 61 005 632 315

AND ITS

MEMBERS

THE INDEPENDENT EXPERT HAS CONCLUDED THAT THE SCHEME IS FAIR AND REASONABLE
TO THE NON-ASSOCIATED SHAREHOLDERS AND IN THEIR BEST INTERESTS

MS RAE CLARK AND MR JAMES WILLIS, BEING THE INDEPENDENT DIRECTORS OF OCTANEX,
EACH RECOMMENDS THAT THE PROPOSED SCHEME BE APPROVED

This document is important. If you do not understand it or are in any doubt as to how to deal with
it, you should consult your stockbroker, solicitor, accountant, bank manager or other professional
adviser immediately.

Members should complete proxy forms as instructed and return them to the Company's Share
Registry in the enclosed reply paid envelopes without delay.
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®) OCTANEX

Dear Members, 14 April 2023
PROPOSED SCHEME OF ARRANGEMENT
Background

| am an Executive Director of Octanex and in the present context, one of the two Independent Directors of
Octanex who are able to make recommendations to you in relation to the proposed Scheme. The other
Independent Director is Mr James Willis who is an independent non-executive director of Octanex. This
letter is written by me but reflects our joint views.

You will be aware from Octanex’s past ASX announcements that over the past few years Octanex’s
operations moved from offshore oil & gas exploration to exploration for minerals with a focus on the Sefton
Project.

Suspension from Trading

Following lodgement of Octanex’s Half-Year Financial Report for the six-months ended 31 December 2022
on 15 March 2023, ASX suspended trading in Octanex’s Shares.

No mining or exploration assets

As previously advised to ASX, exploration on the Sefton Project lead Octanex to conclude the Sefton
Project tenements had little merit \ and they have now all been relinquished (also as advised to ASX).

Octanex now has no exploration assets of any kind.
Octanex’s Financial Position

The costs of recent exploration on the Sefton Project and those of general management and administration
of Octanex and its subsidiaries have been met by funds borrowed under an unsecured financing facility
agreement (Facility) from Australis Finance Pty Ltd (Australis) (a company associated with our Chair, Mr
Geoff Albers) under which up to $875,000 would be available to Octanex from Australis.

That Facility was initially made available in the expectation that exploration of the Sefton Project tenements
could have established a viable exploration targets on which to grow Octanex.

You will also be aware from Octanex’s announcements to ASX announcements that, as at 31 December
2022, Octanex had a deficiency of shareholders’ funds of approximately $683,172 (based on Auditor
reviewed half year accounts) and that its indebtedness at 31 December 2022 exceeded $817,180, of which
$545,631 was due to Australis under the Facility.

Set out in Section 3 (clause 31.10) is a summary of Octanex’s financial statements for the year ended 30
June 2022 together with an auditor reviewed statement of financial position of Octanex as at 31 December
2022 and an unaudited pro forma balance sheet as at 30 April 2023. An outline of major changes in the
financial position of Octanex is set out in clause 31.11.

The pro forma balance sheet as at 30 April 2023 estimates total indebtedness of $922,180 and an
estimated deficiency of shareholders’ funds of $833,172.

You will have access to, Octanex’s Annual Report for the year ended 30 June 2022 (“Octanex Annual
Report’) and all Octanex’s subsequent releases from ASX or from the ASIC website. You are advised to
access and read them to have a more complete understanding of the overall financial Octanex.
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®) OCTANEX

Octanex’s financial position is set out in more detail in Octanex’s half-yearly Financial Report for the six
month period ended 31 December 2022 (Half-Yearly).

In reviewing the Half-Yearly, the auditor made a disclaimer of conclusion as follows.

Disclaimer Conclusion

We were engaged to review the half year financial report of Octanex Limited (the Company) and its
subsidiaries (the Group), which comprises the consolidated statement of financial position as at 31
December 2022, the consolidated statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated statement of cash flows for the half year
ended on that date, a description of accounting policies, other selected explanatory notes, and the
directors’ declaration.

We do not express a conclusion on the accompanying half year financial report of the Company. Because
of the significance of the matter described in the Basis for Disclaimer of Conclusion section of our report,
we have not been able to obtain sufficient appropriate evidence to provide a basis for a review conclusion
on this half year financial report.

Basis for Disclaimer of Conclusion

The half year financial report has been prepared on a going concern basis, the directors have not been
able to provide sufficient evidence to support the Group’s ability to pay their debts as and when they fall
due for a period 12 months from the date of the report. In addition, the directors propose to privatise the
company following the acceptance of the Scheme by shareholders as detailed in Note 2.

At 31 December 2022, the Group had a net current deficiency of $683,172 and recorded a net loss of
$679,294. The Group is dependent on a line of credit facility from Australis Finance Pty Ltd which expires
on 30 June 2023 and is planning to privatise prior to this date. At the date of this report, no extension or
replacement to the existing credit facility has been obtained and no disclosures have been made on how
the company intends to remain a going concern after privatisation.

This disclaimer reflects that the Auditor is unable to form a conclusion on the capacity of Octanex to
continue as a going concern.

Scheme Proposal from Mr Albers

In recent months and against the above general background (financial and operating) the Independent
Directors of Octanex (myself and Mr James Willis) have had discussions with Mr Albers as to the future of
Octanex.

Those discussions initially led to a general proposal from Mr Albers relating to privatisation of Octanex (as
initially announced to ASX on 6 December 2022). That general proposal resulted in a formal proposal
(Proposal) being received by Octanex from Mr Albers, as announced to ASX on 20 January 2023.

Under that Proposal Mr Albers proposed that a scheme of arrangement be entered into between Octanex
and its members pursuant to which Octanex would be privatised and become a wholly owned entity of Mr
Albers and his Associates in consideration of payment of a Scheme Consideration of $0.002 (0.2 of a cent)
for each share in Octanex not presently owned by Mr Albers and his Associates (Albers Group).

The amount of the Scheme Consideration was determined by Mr Albers based on his assessment of a
number of factors including the value for a publicly listed shell with no debt and compliant with ASX listing
Rules, the quantum of debt owed by Octanex to Australis Finance and Octanex’s lack of compliance with
ASX Listing Rules. Given all of these factors, Mr Albers determined to offer Scheme Consideration of
approximately $200,000, representing a value of $500,000 for 100% of Octanex Shares. This amount was
adjusted for rounding to arrive at $0.002 per share.

The Scheme Consideration will be funded by Mr Albers using existing cash resources and that there
are sufficient funds in the relevant bank account for that purpose.
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®) OCTANEX

Under the Implementation Agreement entered into between Mr Albers and Octanex, Mr Albers has
undertaken to advance Octanex additional funds to pay the costs and disbursements of the proposed
Scheme to the extent that Octanex has insufficient funds available under the Facility for that purpose.

Non-Associated Shareholders Share holdings in Octanex

The number of shares in Octanex owned by Non-Associated Shareholders is 103,542,112 ordinary shares
in Octanex representing 39.98% of the issued capital of Octanex.

On the above basis the aggregate Scheme Consideration offered pursuant to the Proposal is
approximately $207,000 reflecting a positive equity value of approximately $518,000* for 100% of Octanex.

With negative shareholders’ funds of $683,172 as at 31 December 2022 Octanex had a negative equity
value of that amount at that date, and with no revenue or funding (except from Australis) negative funds
and negative equity value are expected to increase to $833,172 by the 30 April 2023.

The only amount offsetting that negative equity value is the concept that companies such as Octanex have
some value as a “shell” for the purpose of enabling other unlisted entities and assets to be listed on ASX
(in particular) by being acquired by such an entity.

Value of Octanex as a “shell” and value of a Share

As set out in the PKF Report (in Section 6) PKF, as the Independent Expert appointed by the Independent
Directors to report on the Scheme, has after considering different valuation methodologies which could be
applicable to value Octanex in Sections 7.1 to 7.5 of the PKF Report, determined that none of a share price
valuation methodology, capitalisation of maintainable earnings methodology or net present value of future
cash flows methodology are reliable methodologies to use to value Octanex or an Octanex Share. In
Sections 7.7 and 7.8 PKF considered comparable market transactions and alternative acquirer valuation
methodologies and concluded they were not applicable either.

PKF has therefore valued Octanex and the value of an Octanex Share using Asset based methods of
valuation in Section 7.6 of the PKF Report. That asset valuation methodology included considering any
value that Octanex might have as an ASX Listed “corporate shell’.

In considering the value of Octanex, PKF concluded in Section 7.9 of the PKF Report:

“In the current circumstances of Octanex, we have only been able to utilise the asset based valuation
methodologies (refer to Section 7.6 of the IER), however, as Octanex has no assets with which it
can progress or undertake any business activities and as a result of the level of its indebtedness,
we have not been able to assess the value above nil. In light of our comments and calculations in
Section 7.6 of the IER, we have concluded that the value of an Octanex share has a nil value.”

PKF concludes Octanex has nil value and a Share has nil value

After considering the number of factors more particularly set out in that Section, including any value that
Octanex might have as a “corporate shell’, PKF concluded:

“Having regard to the above comments and analysis, we have concluded that Octanex has a nil
value based on a net asset valuation approach. Accordingly, the value of an Octanex share also has
a nil value. Under an orderly realisation of assets or liquidation of assets scenarios, we would not
expect the value of Octanex to return a value greater than that under a net asset valuation
approach.”

PKF’s conclusion is based on the factors set out in its report including various of the following factors which
the Independent Directors consider relevant to any assessment of the value of Octanex as a “corporate
shelr.

" Based on the Scheme Consideration of $0.002 per share multiplied by 258,977,686 shares on issue.
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) OCTANEX

The factors the Independent Directors consider relevant for you to consider are all the factors as referred
to by PKF in the PKF Report, plus any of the following matters not referred to by PKF.

Octanex does not comply with ASX spread requirements with a minimal number of Members holding
marketable parcels of Shares.

Prior to suspension from trading by ASX, trading in Octanex shares was illiquid with volumes of
trading not able to provide any market for Non-Associated Shareholders Shares. The most recent
“market” for Octanex Shares (before suspension) as reflected by the then current “buy” and “sell’
guotes on ASX was, in the Independent Directors view, illusory. Based on the “buy” bid of $0.006
prior to suspension of trading of the Shares by ASX, Octanex would have a “value” of in excess of
$1,500,000 whereas it has a present deficiency in assets of in excess of $683,172 estimated to
increase to a deficiency of in excess of $833,000 by 30 April 2023 and to continue to increase
thereafter, with Octanex unable to continue as a going concern beyond 30 June 2023 without
ongoing financial support from Albers Group. (See below).

That with suspension from trading of the Shares by ASX, there is no market of any kind for your
Shares.

Under the Facility, the moneys due by Octanex to Australis become due and payable on 30 June
2023 and, if not repaid in accordance with the terms of the Facility, unless the Facility is extended
or otherwise restructured, Octanex will become unable to continue as a going concern beyond 30
June 2023 without ongoing financial support from Albers Group.

Octanex has no apparent source of funds to enable it to repay Australis.

Octanex has minimal, if any, capacity to raise equity. The current substantial shareholders holding
in excess of 75% of Octanex’s issue capital are disinterested in further investment in Octanex. The
suspension of trading in the Shares by ASX has increased the difficulty in raising equity because no
investor would have any market for any new shares subscribed for unless Octanex was able to be
become fully compliant with Chapters 1 and 2 of the ASX Listing Rules.

That on 16 March 2023, the Shares in Octanex were suspended from trading by ASX following
lodgement of Octanex’s Half Year Financial report for the six-month period ended 31 December
2022 and that Octanex no longer complies with the following “On-going requirements” for Listed
entities set out in Listing Rule 12 in that:

. It has no operations of any kind; it fails to have an “adequate level of operations” as required
by ASX LR12.1.

. With no funds or available source of funds, and significant indebtedness to Albers Group, its
financial position is such that ASX could not realistically conclude that its financial condition
is inadequate to warrant the continued quotation of its securities and its continued listing as
required by ASX LR12.2.

) Given its share price, that in excess of 75% of its equity is held by the Albers Group and
Sabah, its shareholding spread is unlikely to be able to ensure that there is an orderly and
liqguid market in Octanex’s securities as required by ASX LR12.4.

Any share consolidation and associated debt reconstruction to make Octanex suitable for a
backdoor listing would need the active support of the principal shareholders (the Albers Group) and
the principal creditor (Australis), neither of which have been offered.

The costs of any such restructure (even if such a restructure were to be so supported).
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) OCTANEX

. The uncertainty that any third party would propose any restructure of any kind and be prepared to
fund same, including satisfying Octanex’s then indebtedness, and then achieve re-compliance with
Chapters 1 and 2 of the ASX Listing Rules to ASX’s satisfaction.

. The likely punitive nature and extent of the share consolidation which would be required under any
such reconstruction, and its effect on Non-Associated Members shareholdings and spread under
the Listing Rules.

o The costs to ensure re-compliance by Octanex with Chapters 1 and 2 ASX Listing Rules after any
restructure and the timeframe to achieve any such re-compliance.

As Octanex holds no assets with which it can progress or undertake any business activities and as a result
of the level of its indebtedness PKF has not been able to assess the value of Octanex above nil. In
light of PKF’s comments and calculations in Section 7.6 of the PKF Report, PKF has concluded that the
value of an Octanex share has a nil value.

The Independent Directors consider that the opinion of PKF is well founded.
Funding for Scheme Costs by Australis
Significant aspects of Mr Albers Proposal are that:

) Australis Finance Pty Ltd (Australis) (controlled by Mr Albers) would defer repayment of Octanex’s
present indebtedness to it of for a sufficient time to enable Octanex’s members and the Court to
have time to consider the Scheme as proposed by him.

) to enable members and the Court to be able to do so, that Australis would lend Octanex further
funds to pay the costs and disbursements associated with Octanex seeking approval of the Scheme
(presently estimated at approximately $150,000). This obligation is included in the Implementation
Agreement set out in Section 8.

Inability of Octanex to readily raise capital

Given that in addition to Octanex’s lack of any material assets, its deficiency of shareholders’ funds and
aggregate indebtedness, the Albers Group is not prepared to continue to further support Octanex’s
activities (other than as set out above) and given that Octanex’s other major shareholder (Sabah
International Petroleum Ltd (Sabah) holding 15.57% of Octanex has not expressed any interest in doing
so, it is clear to the Independent Directors that Octanex would be unlikely to be able to readily raise any,
or any sufficient, equity funding from its existing shareholder base to ensure Octanex’s solvency.

Other Alternatives unlikely

The Independent Directors see minimal prospect of any alternative or superior offer being proposed and,
even if any other proposal is put to Octanex, the Independent Directors see minimal prospect of it being
able to be implemented. This is also discussed below in Section 2 (Clause 11) (Directors
Recommendations).

Members should also note that for an alternative offer or proposal to be able to be implemented it would
need to be a proposal or offer supported by the Albers Group and that, although the Albers Group will
abstain from voting on the present Proposal and Scheme, they would be entitled to vote on any other
proposal which might be put to members for consideration. Given that Albers Group owns 155,435,574
ordinary shares in Octanex representing approximately 60.02% of the issued capital of Octanex, any vote
by Albers Group on any alternative proposal would determine whether it was approved or rejected.

Application to Court for Orders convening Scheme Meeting

For the above reasons, and the reasons more fully set out in Clause 11 in Section 2 (Directors
Recommendations), the Scheme Proposal should be put to members for their consideration.
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As a consequence, Octanex made Application to the Supreme Court of Victoria (Court) for Orders
requiring Octanex to convene a meeting of its members (Scheme Meeting) to consider and if though fit,
approve the Scheme. A copy of the Court Order accompanies this Scheme Booklet.

The Scheme Meeting will be held at 10 am on Tuesday the 23™ day of May 2023 to enable members to
vote in favour of, or against, the resolution to approve the Scheme.

Implementation of Scheme

If the resolution that the Scheme be approved is passed by the requisite statutory majorities, application
will then be made to the Court for approval of the Scheme. If approved by the Court, it is anticipated that
the Scheme would come into effect on the 6 June 2023 and that the Scheme Consideration would be
paid to Non-Associated Shareholders on 14" June 2023. A detailed timetable is set out in Summary of
Important Matters under the heading Important Dates.

Non-compliance by Octanex with ASX requirements for Listing

Given that Octanex no longer complies with ASX Listing Rule 12.1 (a) (which requires an adequate level
of operations) or ASX Listing Rule 12.1 (b) (dealing with financial adequacy), it is the Board’s intention that,
in the absence of any events occurring to enable compliance with those Listing Rules, Octanex would
make application to be removed from ASX’s Official List shortly after the Scheme Meeting is held. In that
circumstance Octanex would become an unlisted public company. This issue is also discussed below in
Clause 11 in Section 2 (Directors Recommendations).

Solvency

Members should note that, if the Scheme is not approved at the Scheme Meeting and then by the Court,
in the absence of further intervention by Albers Group, Octanex will face a difficult financial position as and
when it becomes liable to repay its indebtedness to Australis (including any funds advanced to fund the
Scheme). This issue is discussed below in Clause 11 in Section 2 (Directors Recommendations).

Scheme is fair and reasonable and in your best interests

You will see, from the Independent Expert's Report (PKF Report) set out in Section 6 of this Scheme
Booklet, that PKF, as the Independent Expert chosen to consider the Scheme has concluded that the
Proposal is both “fair” and, in the absence of a superior offer, “reasonable” from the point of view of the
Non-Associated Shareholders and that, in the absence of a superior offer, the proposal is in your “best
interests” as a Non-Associated Shareholder.

Your Octanex Shares have NIL value

You will note from the PKF Report that PKF has concluded that your shares in Octanex have NIL present
value.

Taxation

The Taxation Report prepared by PKF (set out in Section 7) sets out certain taxation benefits that flow to
Australian tax resident Non-Associated Shareholders as a consequence of the Scheme. You should read
the PKF Tax Report in full to more fully understand these benefits.

Foreign Shareholders should seek their own independent tax advice.

Independent Directors recommendations

Each of the Independent Directors recommend that you vote in favour of the Scheme at the Scheme
Meeting.
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The Independent Directors make that recommendation:

o Because PKF has concluded that the Scheme is fair and reasonable from the point of view of the
Non-Associated shareholders and is in the best interests of the Non-Associated Shareholders in the
absence of a superior proposal all as referred to in summary below.

o Because, given the conclusions of PKF, the market value of your Shares is Nil whereas the Scheme
Consideration is an amount of $0.002 (0.2 of a cent) per Share held by you.

. Because, in addition to the Scheme Consideration you will realise a loss on disposal of your Shares
which loss may, for tax purposes be significantly more than the value of the Scheme Consideration
itself. For further details see clause 16 below and read the PKF Tax Report set out in Section 7 of
this Scheme Booklet.

. For all of the reasons set out in the PKF Report in support of the conclusions reached by PKF as
noted above. See in particular Sections 3, 8 and 9 of the PKF Report.

. Because there are no likely alternatives to the proposal from the Albers Group, as discussed below,.

) Because the Independent Directors consider that the advantages of entering into the Scheme

outweigh the disadvantages of entering into the Scheme. The advantages and disadvantages of
the Scheme as perceived by the Independent Directors are set out in clauses 13 and 14. The
advantages and disadvantages of the Scheme as perceived by PKF are quoted below but are set
out in more Sections 3 and 9 of the PKF Report to which you are referred.

° For the additional reasons set out in Clause 13 in Section 2.
. After consideration of all other matters set out in this Scheme Booklet.

In the absence of a superior offer or proposal being put to Octanex which offer or proposal is capable of
implementation, each of the Independent Directors intends to vote all shares controlled or owned by either
of them in favour of the Scheme at the Scheme Meeting.

You should note that as set out in clause 32 below the Independent Directors hold the following securities
in Octanex and that each of them intends to vote all such Shares in favour of the Scheme.

Director’s name Shares Octanex Lg;)l:ls;re](si
R Clark 57,551 4,000,000*
J M D Willis 3,117,382 0
TOTAL 3,174,933 4,000,000

* Exercisable at $0.0195 (1.95 cents) expiring in November 2023 but which will be surrendered for no
consideration prior to the Implementation Date

You should also note that clause 39.3 states that save as otherwise expressly set out herein,
implementation of the Scheme will have no effect on the interests of any Director, past Director or associate
of any such person within the meaning of the Corporations Act, different from the effect on any other person
with like interests. Clause 32.3 notes that Ms Clark has an entitlement to Accrued Annual Leave and Long
Service Leave Entitlements totalling $35,788. Those entitlements are not affected by the Scheme or
dependent on the Scheme.
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Alternatives to Albers Group Proposal

You should note that, in the opinion of the Independent Directors, there are no likely alternatives to the
proposal from Albers Group. This is for the following reasons.

. The Board has concluded that OXX will be unable to raise any sufficient capital to enable OXX to
meet its past and present liabilities on an ongoing basis without the support of its two major
shareholders (Albers Group and Sabah collectively holding 75.59% of OXX’s capital).

. The Independent Directors considered the alternative of placing Octanex into Administration but
they believe this is a considerably less desirable alternative to the proposed Scheme for Non-
Associated Shareholders as in the absence of an alternative proposal, Administration would
inevitably lead to liquidation under which no shareholder would receive any return of any kind. (See
clause 12(a) for further details)

. The Independent Directors have also considered the alternative of a “backdoor” listing and
concluded that this it highly unlikely that a third party will make any proposal to use Octanex as a
backdoor listing given the financial position of Octanex with a significant and increasing deficiency
of funds, its non-compliance with ASX Listing Rules and the ASX Listing Rule requirements that
would need to be satisfied in order to enable the Company to be used as a vehicle for a backdoor
listing. For a third party to put forward any proposal to use Octanex as a vehicle for a backdoor
listing they would need to demonstrate to the Independent Directors that the proposal would satisfy
all those requirements and be capable of implementation before the Independent Directors would
consider putting such proposal to members for consideration.

The Independent Directors consider that, if the Scheme is not approved, they will have no realistic
alternative but to place Octanex into Administration and that, given that they consider there is minimal if
any prospect of Octanex being used as a backdoor listing, placing Octanex into Administration will
inevitably lead to Liquidation.

These issues are discussed in more detail in Clause 11 in Section 2 which sets out the Independent
Directors recommendations.

Independent Expert’s conclusions

PKF, as the independent Expert engaged to report to on the Scheme has concluded that the proposals set
out in this Scheme Booklet, are both fair and reasonable to the Non-Associated Shareholders in the best
interests of the Non-Associated Shareholders.

PKF’s summary conclusions are quoted below for ease of reference. Reading these conclusions is,
however, no substitute for reading the PKF Report in its entirety.

‘3. Summary opinions

In our opinion the Proposed Scheme is fair and reasonable to the Non-Associated
Shareholders and is therefore in the best interests of the Non-Associated Shareholders.
Our principle reasons for reaching this opinion are:

Fairness

In Section 8 of the IER, we concluded that the Proposed Scheme is fair as the value of the
Scheme Consideration (AU$0.002 per Octanex Ordinary Share) is greater than the control
value of an Octanex Ordinary Share (nil value).

0 w

Octanex Limited | ABN 61 005 632 315 | Level 1, 10 Yarra Street, South Yarra VIC 3141
www.octanex.com.au | admin@octanex.com.au

10



®) OCTANEX

Reasonableness

In Section 9 of the IER, we considered that in the absence of a superior offer the advantages
of the Proposed Scheme outweigh the disadvantages of the Proposed Scheme and for this
reason we concluded that the Proposed Scheme is reasonable for the Non-Associated

Shareholders.

Advantages

. If the Scheme is implemented the Non-Associated Shareholders will be able to
liquidate their shareholding and crystalise any taxation loses in respect of their
investment.

. As Octanex shares are an illiquid investment, the Proposed Scheme provides an

opportunity to the Non-Associated Shareholders to dispose of their shares in exchange
for cash and in doing so they will not incur brokerage fees. Accordingly, the cash
certainty provides Non-Associated Shareholders with an opportunity to utilise the cash
received for other purposes.

Disadvantages

. The Scheme Consideration of AU$0.002 per OXX share is less than the recent share
trading in Octanex shares (refer to Section 7.3 of the IER) and is at a discount to the
closing share price of an Octanex share prior to the announcement of Mr Albers’
intention to privatise the Company (closing share price of AU$0.007 per share on 5
December 2022).

If the Scheme is not implemented and in the current circumstances, Octanex shares
are currently suspended and there is