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Accountant’s Disclaimer 
 
The contents of this report and the opinion expressed herein are not to be used for any 
purpose, other than that stated in ‘the Transaction’ Section of the report hereof. 
 
Accordingly, they are not to be otherwise construed as a recommendation made or 
opinion given to any party with respect to an acquisition or disposal of, either by way of 
gift, sale or other dealing in an interest or interests in the entity or assets of the entity 
that is the subject of the report. 
 
Any recommendation or opinion sought other than that expressed herein in respect of 
such dealings should be obtained from a Proper Authority Holder under the Financial 
Services Reform Act 2001 
 
 
 
 
Michael J McDonald 
Principal, Forensic Accounting 
Moore Stephens  
Direct Line:  07 3317 7851 
E-mail:  mmcdonald@moorestephens.com.au 
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The Transaction 
 
On 23 August 2007, Shell Villages & Resorts Ltd (“Shell” or “the Company”) (previously 
Medical Monitors Limited) entered into a Share Sale Agreement (“the Agreement”) with 
Icardia Healthcare Pty Ltd (“Icardia”), to dispose of the following (“the Transaction”); 
 
1. 10,359 ordinary shares in Heart Monitors Pty Ltd (“Heart Monitors”), which 

represented all of the issued share capital of Heart Monitors; and 
 
2. All of the issued ordinary shares held by Shell in the following entities; 
 

a. Medpri Limited; 
b. Wellness Monitoring Inc; 
c. Medical Monitors (UK) Limited; 
d. E-Medicine Services Limited; and 
e. Care Medical Limited. 
 

(collectively referred to as the “Associated Medical Entities”) 
 
The total consideration for the Transaction was an amount of $2,511,723.46 (refer 
Appendix 3, Page 5), which was satisfied by way of cancellation of outstanding loans, 
including accumulated interest and charges payable to Dr A & R Shell or his associated 
entities by Shell (refer Appendix 3, Page 10). 
 
At the time of the Transaction, Icardia was an entity controlled by Dr Allan Shell (“Dr 
Shell”) who had been a Director of Shell in the six (6) months prior to the date of the 
Transaction.  Dr Shell resigned as a director of Shell on or about 1 May 2007. 
 
Prior to the Transaction, Heart Monitors was a wholly owned subsidiary of Shell and, as 
a result of the Transaction, Icardia acquired 100% of the Issued Shares of Heart 
Monitors. 
 
Given the equity interest of Heart Monitors in the Company’s accounts for the financial 
year ended 30 June 2007, the Transaction was considered a sale of a ‘substantial 
asset’ for the purposes of the Australian Stock Exchange (“ASX”) Listing Rule 10.2.  
Accordingly, the Transaction required the approval of Shell’s ordinary shareholders. 
 
The Transaction was completed in October 2007 and an announcement was made to 
the ASX on 24 October 2007 regarding completion of this Transaction, however, 
shareholder approval was not obtained for the Transaction prior to completion. 
 
ASX Listing Rule 10.9 requires that an entity must take corrective action if the ASX 
requires it to do so.  The corrective action, at the option of the entity, is either of the 
following; 

a. Cancelling the Transaction (or arranging for its cancellation); 
 

b. Seeking the approval of holders of ordinary securities to the transaction.  
If approval is not obtained, the entity must cancel the transaction (or 
arrange for its cancellation). 
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As shareholder approval was not obtained for the Transaction prior to completion 
pursuant to ASX Listing Rule 10.1, the ASX has requested that the Company take 
corrective action under ASX Listing Rule 10.9 and to this end the Company has elected 
to seek approval of holders of ordinary securities of the Company to the Transaction. 
 
Therefore, in accordance with the requirements of Para 10.9.2 of Chapter 10 of the 
ASX Listing Rules – “Transactions with persons in a position of influence”, the 
Company is “seeking the approval of holders of ordinary securities to the transaction.” 
 
In doing so, the Notice of Meeting under this rule must include each of the following: 
 
10.10.1 A voting exclusion statement. 
 
10.10.2 A report on the transaction from an independent expert. The report must 

state whether the transaction is fair and reasonable to holders of the 
entity’s ordinary securities whose votes are not to be disregarded. 
Unless the opinion is that the transaction is fair and reasonable, the 
opinion must be displayed prominently in the notice of meeting and on 
the covering page of any accompanying documents. 

 
 
1. Expert’s Opinion 
 
From the information provided, it is my opinion, that the Transaction is fair and 
reasonable to holders of the entity’s ordinary securities whose votes are not to be 
disregarded, for the following reasons: 
 

1.1. The Balance sheet for Heart Monitors as at 30 June 2007 discloses net 
assets of $2,460,405.  

 
1.2. I have undertaken a valuation of Heart Monitors as at 30 June 2007 which 

shows a deficiency in Net Assets of ($435,188). 
 

1.3. In addition, from the information provided, the Associated Medical Entities 
have the following Net Asset positions (deficiency): 

 
Entity Net Asset Position (Deficiency) 

Medpri Limited $Nil 
Wellness Monitoring Inc ($1,555,908) 
Medical Monitors (UK) Limited ($120,736) 
E-Medicine Services Limited ($201,433) 
Care Medical Limited $Nil 

 
1.4. The Annual Financial Report for Shell Villages and Resorts Limited and 

Controlled Entities for the financial year ended 30 June 2007 discloses an 
amortised and impairment tested written down value for intellectual property 
of $2,972,406, which represents the intellectual property held in Heart 
Monitors. 
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1.5. Therefore, in the alternative event that Heart Monitors had been able to 
continue in business and thereby realise the full potential of the value of the 
intellectual property, I am of the opinion that the Annual Financial Report 
value of $2,972,406 would have been applicable. 

 
1.6. In that event, the value of Heart Monitors would equate to the value of its 

Net Assets of $2,460,405, which is $51,327.46 ($2,511,732.46 - 
$2,460,405) less than the consideration for the Transaction. 

 
1.7. Therefore, I am of the opinion that the consideration in relation to the 

Transaction is both fair and reasonable to holders of the entity’s ordinary 
securities. 

 
 
2. The Valuation Report (“my Valuation”) 
 
I have set out in Schedule 1, my Valuation of the shares disposed of in the 
Transaction, this shows: 
 

 
 

Details 

 
Value of Net 

Equity 
(Deficiency) 

 

 
Total 
Value 

 
Number of 

Shares Value per 
Share 

 
Heart Monitors Pty Ltd 
Medpri Limited 
Wellness Monitoring Inc 
Medical Monitors (UK) Limited 
E-Medicine Services Limited 
Care Medical Limited 
 

  
 ($435,188) 

($0) 
($1,555,908) 

($120,735) 
($201,433) 

 ($0) 
 

 
$Nil 
$Nil 
$Nil 
$Nil 
$Nil 
$Nil 

 

 
10,359 

Unknown 
Unknown 
Unknown 
Unknown 
Unknown 

 

 
$Nil 
$Nil 
$Nil 
$Nil 
$Nil 
$Nil 

 
 
 
3. Qualifications and Experience 
 
I have included, as Appendix 1, details of my Qualifications and Experience. 
 
I have also had assistance from Mr Steven Ponsonby in the preparation of this report. I 
have included as Appendix 1, Page 2, details of Steven’s Qualifications and Experience. 
 
I have also had assistance from Mr Robert Leavy B.Com, FCPA. Robert previously acted 
as a Senior Consultant in Forensic Accounting to Moore Stephens (Queensland) Ltd and 
has had over 38 years experience, as a qualified Accountant, which includes over 11 
years of specialising in Forensic Accounting. 
 
However, the quantifications derived and opinions expressed herein are solely my own. 
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4. Information Provided 
 

4.1. I have set out in Appendix 2, details of the information on which I have 
relied, in the preparation of my Valuation. 

 
 
5. Historical Background to the Valuation of Heart Monitors 
 

5.1. Medical Monitors Limited (“Medical Monitors”) was registered with the 
Australian Securities and Investments Commission, on 7 January 1986. 

 
5.2. I am advised by management that, on or around 27 August 2007; Medical 

Monitors changed its name to Shell Villages and Resorts Limited.  
 

5.3. Shell is a publicly listed company on the ASX under the ASX code of “SVC”. 
 

5.4. A review of Shell’s website identifies that “Shell Villages and Resorts is 
dedicated to developing a network of Secure Housing Estate Lifestyle Living 
facilities around Australia. Our aim is to bring medical technology and 
secure home living together. We are achieving this by developing fully 
integrated lifestyle estates where quality homes sit within a resort like 
environment. 

 
Shell Villages and Resorts are creating holistic retirement environments with 
a focus on both quality of life through secure resort style villages, combined 
with a commitment to improving the health of those living within our resorts.   

 
5.5. An announcement by Shell to the ASX on 13 September 2007 disclosed 

that Shell had written off all non-performing and loss making medical assets 
and businesses for the end of the 2006/07 financial year with the sale of 
Heart Monitors yet to be finalised.  Further, Shell’s core business was now 
in property with a focus on the over 50’s gated communities. 

 
5.6. Heart Monitors was registered with the Australian Securities and 

Investments Commission on 27 November 1997, the sole member being 
Medical Monitors. Therefore, Heart Monitors was a wholly owned subsidiary 
of Medical Monitors. 

 
5.7. Heart Monitors provides vital signs monitoring services, using 

“transtelephonic” (by telephone) recorders and proprietory application 
software. 

 
5.8. Company searches undertaken on Heart Monitors and Icardia on 19 March 

2008, identified the following;  
 

5.8.1. The Issued Shares of Heart Monitors comprised the following: 
 

Share Class Number Of Shares Fully Paid 
Ordinary Shares 10,359 Yes 

 
5.8.2. Icardia holds all the Issued Shares of Heart Monitors; 
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5.8.3. Heart Monitors is under external administration, i.e. a Liquidator has 
been appointed, pursuant to a Creditors Voluntary Winding up; and 

 
5.8.4. Dr Allan Shell holds all the Issued Shares of Icardia. 

 
 
6. Valuation Method Adopted 
 

6.1. Whilst Heart Monitors is currently under external administration, my 
Valuation has regarded the Business as being a “going concern” which, 
would have been expected to continue as such for an indeterminable future 
period.  

 
6.2. However, I have not been provided with, nor do I have available to me, an 

appropriate prediction of the future net cash flows that the Business would 
have been expected to generate. 

 
6.3. I have therefore valued it by the Capitalisation of Future Maintainable Profits 

method, using its past results, as a basis for establishing those profits. The 
Future Maintainable Profits figure used will be on a Before Interest and Tax 
(“EBIT”) basis. 

 
6.4. As the value of the Business is to be established irrespective of long-term 

debt, for a Capitalisation Rate, I will use an appropriate Cost of Equity. 
 
 
7. Establishing the Future Maintainable Profits of the Business 
 

7.1. I have been provided with the following financial information for Heart 
Monitors to assist me with my Valuation; 

 
7.1.1. Audited Annual Financial Report for the Company’s consolidated 

group for the year ended 30 June 2007; and 
 

7.1.2. The Company’s consolidation spreadsheet outlining details of each 
entity that forms part of the Company’s consolidated group. 

 
7.2. I have also been provided with the following financial information obtained 

from the MYOB Management Accounting package of Heart Monitors; 
 

7.2.1. Profit and Loss Statements for the financial years ended 30 June 
2004 to 2007 (inclusive); 

 
7.2.2. Balance Sheet as at 30 June 2007; 

 
7.2.3. Profit and Loss Statement for the period 1 July 2007 to 17 

September 2007; and 
 

7.2.4. Balance Sheet as at 17 September 2007. 
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7.3. I have undertaken a review of the MYOB Profit and Loss Statement for the 
period 1 July 2007 to 17 September 2007 and the Balance Sheet as at 17 
September 2007 and am of the opinion that there hasn’t been any 
significant change in operations since 30 June 2007. 

 
7.4. Accordingly, I have undertaken my Valuation utilising the financial 

statements provided to me for the financial year ended 30 June 2007. 
 

7.5. I have undertaken a review of the Profit and Loss Statement and the 
Balance Sheet for Heart Monitors for the financial year ended 30 June 
2007. The figures disclosed agree to the Company’s consolidated 
spreadsheet provided to me, which in turn agrees to the Company’s Annual 
Financial Report for the year ended 30 June 2007. 

 
7.6. Utilising the financial information provided, I have set out together the 

Detailed Profit and Loss Statements for the 30 June 2004 to 2007 
(inclusive) financial years, in Appendix 4, Pages 1 and 2. 

 
7.7. Appendix 4, Page 2 shows Net Profits / (Losses) Before Income Tax for 

each year as follows: 
 

2004 ($678,321) 
2005 ($597,280) 
2006 ($260,721) 
2007 ($1,158,562) 

 
7.8. However, in order to arrive at the Future Maintainable Profits, on an 

Earnings Before Interest and Tax (“EBIT”) basis, certain adjustments to 
these results must be made. 

 
7.9. These include: 

 
7.9.1. The elimination of Interest expense and any costs of obtaining 

borrowed funds and any ongoing charges associated therewith. 
 

7.9.2. The elimination of any items of income or expenditure that do not 
arise, on a regular basis, in the conduct of the trading operations of 
the Business (“Abnormal Items”). 

 
7.9.3. The elimination of any items of income or expenditure that, as a 

result of changes in the way the Business is operated will not be re-
occurring in the future (also “Abnormal Items”). 

 
7.9.4. Where the use of property, plant or equipment has been provided to 

the Business by “related parties”, where necessary, adjusting any 
rental expense, in relation thereto, to commercially realistic, arms-
length rates. 

 
7.9.5. Adjusting, where necessary, any remuneration paid or due to 

“related parties” to the amounts that would be paid to non-related 
employees, performing the same duties, on a commercially realistic, 
arms-length basis. 
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7.10. I have set out details of those adjustments in Appendix 5, Page 1 and now 
provide explanations as to the reasons for them. The adjustments will be 
detailed in the same order in which the relevant Income or Expenditure 
items appear in the Profit and Loss Statements. 

 
 
8. Profit & Loss Adjustments 

 
8.1. Interest Received. Interest income is derived from investment of the cash 

funds of the Business that are surplus to immediate use. Therefore, in 
determining the net income resulting from trading activities, I have deducted 
out all amounts of Interest Received. 

 
8.2. Amortisation of Intellectual Property. An Amortisation Expense has been 

included in the Profit & Loss Statements for the years ended 30 June 2004, 
2005 and 2006. This expense relates to the Intellectual Property of Heart 
Monitors and, as such, represents an amortisation of an Intangible Asset. 

 
8.3. It is therefore not an expense of operating the Business in the past, nor will 

it be an operating expense of the future. Consequently, I have added it back 
for each of those three years. 

 
8.4. Consultancy Fees. The Profit & Loss Statements show an irregular, 

additional Consultancy Fees expense of $1,818 in 2003/04 and $22,138 in 
2006/07. I have therefore added those amounts back, as representing an 
Abnormal Expense. 

 
8.5. Impairment of Intellectual Property. The Detailed Profit & Loss Statement 

of the Business for 2006/07 includes an expense of $1,178,314 for 
Impairment of Intellectual Property. I understand that this expense has 
arisen from the Impairment Testing requirements of the Australian 
International Financial Reporting Standards that would have first applied to 
Heart Monitor’s Financial Reports for the year ended 30 June 2007. 

 
8.6. Interest Expense. In the process of deriving the EBIT of the Business, I 

have added back the Interest expense for each year. 
 

8.7. Interest Component of Finance Lease Rentals. I have added back the 
Interest Component of Finance Lease Rentals, which I have estimated to 
comprise approximately 20% of the total Lease Rentals paid. 

 
8.8. Legal Fees. The Business incurred Legal Fees of $1,917 in 2006/07. I have 

therefore added that amount back, as being an Abnormal Expense. 
 

8.9. Removal Costs. The Profit & Loss Statements show Removal Costs of 
$358 in 2006/07. I have therefore added back that amount, as also 
representing an Abnormal Expense. 

 
8.10. Provision for Obsolete Stock. The Profit & Loss Statements show a 

Provision for Obsolete Stock of $38,192 in 2004/05, but no other expense in 
this regard in the other years. I have therefore added that expense back, as 
being an Abnormal Item. 
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8.11. Thus, Appendix 5, Page 1 shows Adjusted Operating Profits / (Losses) 
from Ordinary Activities, before Interest and Tax (EBIT’s), for the four 
financial years, as follows: 

  
 2003/04 ($30,950) 
 2004/05 $9,394 
 2005/06 $42,358 
 2006/07 $44,489 
 

8.12. I have then further adjusted the Operating Profits or Losses of each year to 
reflect movements in the CPI (Brisbane) since the March Quarter prior to 
the beginning of those years, as compared to the CPI (Brisbane) for the 
March Quarter, 2006, which is the quarter just prior to the commencement 
of the latest year of my calculations, 2006/2007.1 The respective CPI values 
are set out in Appendix 5, Page 2. 

 
8.13. This is on the basis that, where business operators adopt a practice of 

annually adjusting their prices in accordance with movements in the CPI, 
the most likely time for this to occur would be around the financial year 
change over, i.e., June or July. At that time, the latest CPI figures available 
would be for the previous March quarter. Consequently, I have used the 
2006 March quarter’s CPI, as compared to the March quarter CPI’s 
immediately prior to each financial year, to adjust the operating results for 
those years to their 2006/07 equivalent economic values. 

 
8.14. Appendix 5, Page 1 therefore shows CPI Adjusted Operating Profits / 

(Losses) from Ordinary Activities, Before Interest & Tax (“EBIT’s), for the 
four financial years, as follows: 

 
 2003/04 ($33,503) 
 2004/05 $9,917 
 2005/06 $43,579 
 2006/07 $44,489 
 

8.15. In the circumstances, I have taken the average of the 2005/06 and 2006/07 
CPI Adjusted Operating Profits, which is $44,034, as being representative of 
the Future Maintainable Profits of the Business. 

 
8.16. I have then transferred that amount to Appendix 7, where I calculate the 

Value of the Intangible Assets of the Business. 
 
 
9. The Capitalisation Rate 
 

9.1. A Discount Rate and therefrom, a Capitalisation Rate, appropriate to the 
operations of the Business, has to be established. To arrive at that rate, I 
have followed the procedure set out in Appendix 6, Page 1. 

 

                                                 
1  Wayne Lonergan - “The Valuation of Businesses, Shares and Other Equity, Fourth Edition (2003), at 
     Page 34. 
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9.2. I have commenced with the Commonwealth Treasury Bonds 10 year rate 
for June 2007 of 6.26%. That rate has been obtained from the Reserve 
Bank web site. 

 
9.3. The next step in the procedure is to establish an appropriate current “Market 

Risk Premium”. In doing so, I have given consideration to: 
 

9.4. The third paragraph, page 157, of “The Valuation of Businesses, Shares 
and Other Equity”, Fourth Edition (2003), by Wayne Lonergan, which states, 
“The market risk premium (re)presents the additional return (typically 5 per 
cent to 8 per cent) over and above the risk free rate of return which 
investors will require in order to compensate them for the undiversifiable 
(sic) risks associated with an investment in the market portfolio”. 

 
9.5. An Expert Opinion report, dated December 2005, by Robert G Bowman, 

Professor of the Department of Finance and Accounting, at the University of 
Auckland. This report was prepared for Telstra Corporation Limited, to give 
an expert opinion in relation to the Weighted Average Cost of Capital for its 
Unconditional Local Loop Service and Spectrum Sharing Service for the 
three financial years, 2005/06, 2006/07 and 2007/08 2. In that report, based 
on a 10 Year Bond Rate, Professor Bowman derived a “long-horizon” 
Market Risk Premium for Australia of 7.0%. 

 
9.6. A professional paper delivered to members of the Chartered Institute of 

Accountants in Australia at the Business Valuation & Forensic Accounting 
Conference in Sydney, on 14 September 2006, by Professor RR Officer, 
Emeritus Professor, University of Melbourne. 

 
9.7. In that paper, at page 29, he concludes, “Clearly, whether the most recent 

30-year period or a long historical period of 124 years is taken, the data 
supports a MRP of at least 6%.” 

 
9.8. The average of the 7.0% rate derived by Profession Bowman and the 6% 

rate cited by Professor Officer is 6.5%. This average also equates to the 
mid-point of the range of 5% to 8% given by Mr Lonergan, which is 6.5%. 

 
9.9. I have therefore adopted a Market Risk Premium of 6.5%. 

 
9.10. The procedure then requires the use of a ß (Beta) value in respect of the 

Consolidated Group.  For listed public companies, those values are 
available from some stockbrokers and research institutions.  The Beta 
provides a measure of the “volatility” of a company’s stock which, I 
understand, is related to the risk perceived by investors to be inherent in a 
particular company’s activities, relative to the stock market as a whole, so 
that a value of ‘1’ would represent the average for the market. 

 
 
 
                                                 
2 “Report on the Appropriate Weighted Average Cost of Capital for ULLS and SSS (Public 
Version)”, prepared for Telstra, dated December 2005. 
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9.11. For unlisted entities, Betas are not available but an equivalent value may be 
“developed”.  The development process is not an exact science but 
provides a mathematically based result, as opposed to adopting just an 
industry standard or “seat of the pants” Discount Rate. 

 
9.12. However, the ß value derived by following this process should, 

nevertheless, be then compared, for reasonableness, with an intuitive, “seat 
of the pants” figure. (A ‘low’ risk business would have a value of less than 1, 
an ‘average’ risk business, in the range 1 to 2, and a ‘high’ risk business, 2 
or more.) 

 
9.13. The method by which I derive a value of ß for the business is set out in 

Appendix 6, Page 3.  This shows a ß value of 1.13. 
 

9.14. By applying the formula, “[rf + (MRP)ß]”, a “Cost of Equity for the Market” is 
derived. 

 
9.15. However, the rate derived applies to a stock market investor, who could 

readily dispose of his or her investment. By contrast, there is a significant 
inertia in an investment in an unlisted business entity, i.e. the investment 
just can’t be traded by a simple phone call. Rather, the process of selling a 
small business is often a difficult one, dependant on its profitability, lifestyle 
appeal, capital outlay required, availability of finance for the particular 
business type, projected or perceived customer trends for the relevant 
market and the economic outlook in general. 

 
9.16. This results in the necessity to account for an additional “non-negotiability” 

element for investment in the Business. 
 

9.17. In this regard, I have had reference to a paper of Wayne Lonergan, titled 
“Developments in Business Valuations”, delivered to members of the 
Institute of Chartered Accountants in Australia in June 2004. 

 
9.18. In his paper, Mr Lonergan refers to an Ibbotson Associates study, which 

quantified a “Small Company Risk Premium” of 5.78% for investment in 
“smaller companies”. Although this was an American study, I believe a 
premium of similar magnitude would apply to investment in an equivalent 
Australian “off market” business. 

 
9.19. In his paper, he also refers to a Price Waterhouse study, which identified 

the existence of a “Small Company Risk Premium”, for investment in 
“smaller companies”, covering a very wide range, from 2.8% to 15.8%. 
However, that range is so large that is does not provide a definitive measure 
for such a premium. 

 
9.20. Therefore, in my calculation of the Discount Rate, I have adopted a “Small 

Company Risk Premium” of 5.78%. 
 

9.21. Thus, in Appendix 6, Page 1, I have derived a Cost of Equity for the 
Business, After Income Tax, of 19.39%. 

 
9.22. In Appendix 6, Page 1, I then calculate the equivalent Before Company 

Income Tax Discount Rate to be 27.70% (19.39% ÷ 70%). 
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9.23. Then, to convert that Discount Rate to a Capitalisation Rate, it requires 
adjustment, to account for future inflation (refer Appendix 6, Page 2, Note 
6). I have therefore deducted 2.88% from the Discount Rate, which is the 
average of the latest five years’ March Quarter CPI’s (Brisbane), up to 
March 2007 (refer Appendix 5, Page 2), to derive a Capitalisation Rate of 
24.82%. 

 
9.24. However, the Discount Rate finally adopted should nevertheless then be 

compared, for reasonableness, with an intuitive, “seat of the pants” figure 
(typically 20% to 25% for low risk businesses, 25% to 35% for those of 
“average” risk and over 35% for businesses with considerable risk 
attached). 

 
9.25. Therefore, for valuing the Business by the Capitalisation of Future 

Maintainable Profits method, I have adopted a Capitalisation Rate of 
24.82% (refer Appendix 6, Page 1). Page 2 of the Appendix sets out 
values for each of the components that combine to derive that rate. 

 
 
10. Valuing the Intangible Assets of the Business 
 

10.1. I have then set out, in Appendix 7, Pages 1 and 2, details of my 
calculations, whereby I derive the Value of the Intangible Assets of the 
Business. 

 
10.2. In doing so, by applying the Capitalisation Rate of 24.82% to the Future 

Maintainable Profits of $44,034 (refer Appendix 5, Page 1 and Appendix 
6, Page 1), I first derive a Value of the Business, as at 30 June 2007, of 
$177,413 (refer Appendix 7, Page 1). 

 
10.3. This is followed by my calculation of the Value of the Net Tangible Assets 

used in the operations of the Business (refer Appendix 7, Pages 1 and 2). 
 

10.4. For those Net Tangible Assets, Appendix 7, Pages 1 and 2 show which of 
the whole of the Assets and Liabilities of the Company have been taken into 
account. Page 3 of the Appendix sets out details of the types of Assets 
and Liabilities that should be included and excluded from the Net Tangible 
Assets. 

 
10.5. Property, Plant & Equipment. I have not been provided with an 

independent valuation of the Property, Plant & Equipment held by the 
Business, as at 30 June 2007. 

 
10.6. However, the Balance Sheet of Heart Monitors, as at that date, shows that 

all of the Property, Plant & Equipment, in the “books of account”, has been 
completely written off. 

 
10.7. As those assets are still being used in the Business, I have had to allocate 

an Economic In-use Value to them. I understand that the “Economic In-use 
Value” of Property, Plant & Equipment is its value, in the context of the 
business operations in which it is used. 
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10.8. It would therefore comprise the values allocated to such assets, were the 
Business to be sold to third parties, i.e., their Market Values. It is not the 
values that could be realised by the sale of the assets, on an individual 
basis, which would normally be much less. 

 
10.9. Therefore, for the Property, Plant & Equipment to be included in the Net 

Tangible Assets of the Business, I have adopted Economic In-use Values 
equal to 30% of their original costs. 

 
10.10. Consequently, in Appendix 7, Page 1, I have reduced the Accumulated 

Amortisation or Depreciation on each category of Property, Plant & 
Equipment, by 30%. 

 
10.11. Thus, Appendix 7, Page 2 shows the value of the Net Tangible Assets, 

used in the operations of the Business, to be $100,601. 
 

10.12. By deducting that value from the Value of the Business of $177,413 (refer 
Appendix 7, Page 1), I have derived a Value of the Intangible Assets of the 
Business of $76,812 (refer Appendix 6, Page 2). 

 
10.13. That Intangible Assets value would comprise mostly Intellectual Property. 

However, in the context of this valuation, it is not necessary to ascribe any 
portion of it to Intellectual Property. 

 
10.14. I have then transferred that Intangible Assets Value to Schedule 1, where I 

value the Equity and the Shareholdings of Heart Monitors. 
 
 
11. Valuation of the Equity of Heart Monitors 
 

11.1. In Schedule 1, Pages 1 and 2, I have set out the Balance Sheet of Heart 
Monitors, as per Valuation as at 30 June 2007 (also referred to as “the 
Valuation Balance Sheet”). 

 
11.2. In doing so, I have adopted the “book values” of the Assets & Liabilities, 

except for the following: 
 

11.2.1. Property, Plant & Equipment. For the Property, Plant & 
Equipment, I have included those assets, at the same values as 
those established for valuing the Net Tangible Assets of the 
Business (refer Appendix 7, Page 1). 

 
11.2.2. Intellectual Property. In accordance with my calculation of the 

value of the Intangible Assets of the Business (refer Appendix 7, 
Page 2), I have reduced the “book” values of the Intellectual 
Property and the Accumulated Amortisation thereon to Nil and 
substituted an Intangible Assets Value of $76,812. 

 
11.3. After making these adjustments to the “book values” of the Assets of Heart 

Monitors, Schedule 1, Page 2 shows the Value of the Equity thereof to be a 
Deficiency of ($435,188). 

 
11.4. Consequently, the Value per Issued Share is ‘Nil’. 



Report of Michael Joseph McDonald 
Expert Opinion 
Disposal of Heart Monitors Pty Ltd 15 18 November 2008 
 

  
  

12. Valuation of the Associated Medical Entities 
 

12.1. I have been provided with the Company’s consolidation Balance Sheet as at 
30 June 2007, detailing the net asset position of all entities that formed the 
Company’s financial report as at that date. 

 
12.2. The table below details the Associated Medical Entities that formed part of 

the Company and their Net Asset (Deficiency) Position as at 30 June 2007: 
 

Entity Net Asset (Deficiency) Position 
Wellness Monitoring Inc ($1,555,908) 
Medical Monitors (UK) Limited ($120,736) 
E-Medicine Services Limited ($201,433) 

 
12.3. In addition, the Company’s Profit and Loss consolidation spreadsheet for 

the financial year ended 30 June 2007 shows that the above Associated 
Medical Entities did not trade in that period. 

 
12.4. I have request, but not been provided with a Balance Sheet as at 30 June 

2007 or a Profit and Loss Statement for the financial year ended 30 June 
2007 for Medpri Limited and Care Medical Limited. 

 
12.5. However, I am advised by Ms Lynn Thompson of Shell that Medpri Limited 

and Care Medical Limited have not traded since 2004 and they do not hold 
any assets or liabilities as at 30 June 2007. 

 
12.6. I have therefore attributed a $Nil Net Asset position to Medpri Limited and 

Care Medical Limited. 
 

12.7. I have attributed a $Nil Value (refer Schedule 1, Page 3) to all Associated 
Medical Entities, because: 

 
12.7.1. All Associated Medical Entities either have a $Nil Net Asset 

position or a Net Asset deficiency; and 
 

12.7.2. All Associated Medical Entities have not traded in the financial 
year ended 30 June 2007. 

 
12.8. I have not been advised the number of ordinary shares held by the 

Company in the Associated Medical Entities. 
 

12.9. However, irrespective of the number of shares held, the Total Value of each 
of the Associated Medical Entities is $Nil, therefore, the Value per Share is 
$Nil. 

 
 
13. Declaration by Expert  
 

13.1. Shell has engaged the Brisbane office of Moore Stephens (Queensland) Ltd 
to conduct accounting, consultancy and taxation services.  
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13.2. However, the relationship between myself, and all parties associated with 
the Transaction is at arms-length, in all respects. 

 
13.3. I do not hold any financial interest either directly or indirectly in any party 

associated with the Transaction. 
 

13.4. The fee that Moore Stephens may receive in connection with the 
preparation of this report will be of the order of $19,800 (inclusive of GST). 

 
13.5. I have made all the inquiries which I believe are desirable and appropriate 

and no matters of significance, which I regard as relevant have, to my 
knowledge, been withheld or disregarded in forming the opinion reached in 
this report. 

 
13.6. I am not aware of the existence of any readily ascertainable additional facts 

that would assist me in reaching a more reliable conclusion. However, 
should additional documents or information subsequently be made available 
to me that would materially affect the opinion expressed in this report or if, 
for any reason, I change that opinion in any way, I reserve the right to 
amend my report accordingly.   

 
 
 
Yours faithfully 
 

 
 
Michael J McDonald 
Principal, Forensic Accounting 
Moore Stephens  
Direct Line:  07 3317 7851 
E-mail:  mmcdonald@moorestephens.com.au 
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Schedule 1
Heart Monitors Pty Ltd Page 1

Wholly Owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Balance Sheet as per Valuation
as at 30 June 2007

Value as per Valuation
Books of Adjustment Amount
Account on as at Refer

30-Jun-07 Valuation 30-Jun-07
Assets  
Current Assets

Cash at Bank $1,611 $1,611
Petty Cash $50 $50
GST Clearing $5,060 $5,060
Loan - Kaitek $150 $150
Loan - AND Tech $150 $150
Loan - Morgan Tomas Max $150 $150

Total Current Assets $7,171 $0 $7,171
 

Non-current Assets  
Property, Plant and Equipment
Leased Equipment $136,652 $136,652 Appendix 7
Less Accumultated Amortisation ($136,652) $40,996 ($95,656) Page 1

$0 $40,996 $40,996

Office Equipment $2,728 $2,728
Less Accumulated Depreciation ($2,728) $818 ($1,910)

$0 $818 $818
 

Monitoring Systems $231,113 $231,113
Less Accumulated Depreciation ($231,113) $69,334 ($161,779)

$0 $69,334 $69,334

Furniture & Fittings $4,417 $4,417
Less Accumulated Depreciation ($4,417) $1,325 ($3,092)

$0 $1,325 $1,325
 

Total Property, Plant & Equipment $0 $112,473 $112,473

Intangible Assets
Intellectual Property $5,929,600 ($5,929,600)  
Less Accumultated Amortisation ($2,957,194) $2,957,194  
Intangible Assets - at Valuation $76,812 $76,812 Appendix 7

Page 2
Total Intangible Assets $2,972,406 ($2,895,594) $76,812

Total Non-current Assets $2,972,406 ($2,783,121) $189,285

Total Assets $2,979,577 ($2,895,594) $83,983
(carried forward)
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Schedule 1
Heart Monitors Pty Ltd Page 2

Wholly Owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Balance Sheet as per Valuation
as at 30 June 2007

Value as per Valuation
Books of Adjustment Amount
Account on as at Refer

30-Jun-07 Valuation 30-Jun-07

Total Assets $2,979,577 ($2,895,594) $83,983 Schedule 1
(brought forward) Page 1

Liabilities
Current Liabilities  

Trade Creditors $18,593 $18,593
Lease Liability $14,255 $14,255

 
Total Current Liabilities $32,848 $0 $32,848

Non-current Liabilities
  Loan from MDM Aust. $51,327 $51,327
  Accrued Interest Govt Loan $74,496 $74,496
  Loan - C'wealth Government $360,500 $360,500

Total Non-current Liabilities $486,323 $0 $486,323
 

Total Liabilities $519,171 $0 $519,171

Net Assets $2,460,406 ($2,895,594) ($435,188)

Equity  
Issued Capital - $1 ord $1,242,250 ($2,895,594) ($1,653,344)
Revaluation Reserve $5,562,714 $5,562,714
Accumulated Losses ($1,257,385) ($1,257,385)
Retained Earnings ($1,928,612) ($1,928,612)
Current Earnings ($1,158,562) ($1,158,562)
Rounding Adjustment $1

 
Total Equity $2,460,405 ($2,895,594) ($435,188)

No. of Issued Ordinary Shares 10,359

Value per Share Nil    

O:\CLIENTS\SHELLV\2008\Forensic\Heart Monitors IER\9.0 - DRAFT REPORT\7.1 Draft Excel Report\June 2008\Heart Monitors Valuation April 08.XLS



Schedule 1
Value of Page 3

Associated Medical Entities of 18-Nov-08
Medical Monitors Limited 09:20 AM

as at 30 June 2007

Entity
Net Asset 
Position Total Value

Number of 
Shares

Value per 
Share Refer

Medpri Limited $0 $Nil Unknown $Nil

Wellness Monitoring Inc ($1,555,908) $Nil Unknown $Nil

Medical Monitors (UK Limited ($120,736) $Nil Unknown $Nil

E-Medicine Services Limited ($201,433) $Nil Unknown $Nil

Care Medical Limited $0 $Nil Unknown $Nil
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Steven Ponsonby 
 

����

� � � � � � � � � 	 
 � ��  
 � � � � � 
 � � � 	 �� � � � � � � � � 	 
 � ��  
 � � � � � 
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 � ��  
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 � � � 	 �� � � � � � � � � 	 
 � ��  
 � � � � � 
 � � � 	 � ���� ����

 
Chartered Accountant 
Certified Fraud Examiner 
Insolvency Practitioner 
Bachelor of Commerce, University of Tasmania 
Fitter & Machinist 

 
� � � � � � � � �� � � � � � � � �� � � � � � � � �� � � � � � � � � 	 
 � �� � � � � � � � � � �	 
 � �� � � � � � � � � � �	 
 � �� � � � � � � � � � �	 
 � �� � � � � � � � � � � ����

 
Member of Institute of Chartered Accountants in Australia 
Member of Insolvency Practitioners Association 
Member of Association of Certified Fraud Examiners 

 
Steven has worked in a number of professional services firms ranging from the Big 4 to 
large mid-tier firms, prior to establishing Forensic Accounting (QLD) Pty Ltd, a specialist 
Forensic Accounting practice. 
 
Steven’s key strengths centre on a wealth of business acumen and understanding of the 
corporate environment, investigative and review expertise, demonstrated communication 
skills and the ability to provide focused advice. 
Steven has been actively involved in the management and operational control of many 
businesses. 
 
Steven’s investigative skill set emanates from his insolvency and audit background.  
Highly skilled in the insolvency and reconstruction field with an impressive track record, 
Steven has been involved in an array of insolvency matters from Receiverships, Court 
appointed Liquidations, Creditor’s Voluntary Liquidations and Voluntary Administrations, 
through to personal insolvency. 
 
As a Director of Forensic Accounting (QLD), Steven is responsible for the provision of 
Expert Accountant’s reports ranging from Family Law matters and business valuations to 
financial fraud investigation and digital data retrieval and analysis. 
 
These skills are further backed up by 10 years experience in an industrial trade and 
involvement in managing a family owned business providing a solid foundation and 
understanding of business principles. 

 
� � � � � � � � �� � � � � � � � �� � � � � � � � �� � � � � � � � � ����

 
Forensic Accounting, including Business Valuations, Family Law matters, Financial Fraud 
Investigation, Digital Data Analysis, Quantification of Commercial Damages, Economic 
Loss Quantification, Litigation Support, & Insolvency and Business Recovery. 
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REPORT OF MR MICHAEL JOSEPH MCDONALD
IN THE MATTER OF

HEART MONITORS PTY LTD
EXPERT OPINION UNDER PARA. 10.10.2 OF THE ASX LISTING RULES

INFORMATION PROVIDED

Included in this
Item Report as -
No. Appendix Details

No. Page(s)

1 - - Draft Sale agreement between
Icardia Healthcare Pty Ltd and
Medical Monitors Limited

2 - - Intellectual Property Acquisition Deed between Medical Monitors
Limited and Global Immune Technologies Inc.

3 - - Securities Exchange Agreement between Global Immune Technologies
In., MedPri Limited, Primedical International Inc. & Medical Monitors
Limited  dated 19 July 2006

4 - - Heart Monitors Pty Ltd
Profit and loss Statement
For the financial years ended 30 June 2004 to 2007 (inclusive)

5 - - Medical Monitors Limited and Controlled Entities
Balance Sheets
As at 30 June 2004 to 2007 (inclusive)

6 - - Heart Monitors Pty Ltd
General Ledger Detail
For the Period 1 July 2006 to 30 June 2007

7 - - Heart Monitors Pty Ltd
Balance Sheet
As at 30 June 2007

8 - - Shell Villages & Resorts Ltd & Controlled Entities
Annual Financial Report for the year ended 30 June 2007

9 - - Medical Monitors Limited and Controlled Entities
Consolidation Spreadsheet
Profit and Loss for the Financial Year Ended 
30 June 2005, 2006 and 2007
and Balance Sheet as at 30 June 2007

10 - - Draft notice of meeting materials
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REPORT OF MR MICHAEL JOSEPH MCDONALD
IN THE MATTER OF

HEART MONITORS PTY LTD
EXPERT OPINION UNDER PARA. 10.10.2 OF THE ASX LISTING RULES

INFORMATION PROVIDED

Included in this
Item Report as -
No. Appendix Details

No. Page(s)

11 - - Draft notice of meeting materials

12 Details of loans to be assigned to Icardia Healthcare Pty Ltd

13 - - Shell Villages & Resorts Ltd website

14 - - Company search for Icardia Healthcare Pty Ltd

15 - - Company search for Heart Monitors Pty Ltd

16 - - ASX Listing Rules - Chapter 10

17 - - ASIC Regulatory Guide No. 74 - Acquisitions agreed to by shareholders

18 - - ASIC Regulatory Guide No. 111 - Contents of Experts Reports

19 - - ASIC Regulatory Guide No. 112 - Independence of Experts
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Appendix 4
Heart Monitors Pty Ltd Page 1

a wholly owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Detailed Profit and Loss Statements
for the Last Four Years

1-Jul-03 1-Jul-04 1-Jul-05 1-Jul-06
to to to to Refer

30-Jun-04 30-Jun-05 30-Jun-06 30-Jun-07

Sales/Income
Medicare Fees 122,710 131,040 127,310 122,262
Veterans Affairs 3,327 5,436 5,169 1,750
Consultancy Fees 391 0 480 0
Systems Fees 330 120 255 0

Total Sales 126,759 136,596 133,214 124,012

Cost of Sales
Disposables - COGS 11,026 9,052 9,562 8,300

Total Cost of Sales 11,026 9,052 9,562 8,300

Gross Profit /
(Loss) on Trading 115,733 127,545 123,652 115,712

Gross Profit % on Sales 91.30% 93.37% 92.82% 93.31%

Other Income

Interest - Term Deposit 0 0 0 0
Interest - Chq A/C 5 4 2 0
Profit on Sale of Assets 0 0 0 0

Total Other Income 5 4 2 0

Total Gross Profit (Loss) $115,739 $127,548 $123,654 $115,712
(Carried Forward)
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Appendix 4  

Heart Monitors Pty Ltd Page 2
a wholly owned Subsidiary of 18-Nov-08

Medical Monitors Limited 09:20 AM

Detailed Profit and Loss Statements
for the Last Four Years

1-Jul-03 1-Jul-04 1-Jul-05 1-Jul-06
to to to to Refer

30-Jun-04 30-Jun-05 30-Jun-06 30-Jun-07

Total Gross Profit (Loss) $115,739 $127,548 $123,654 $115,712 Appendix 4
(Brought Forward) Page 1

Less Expenses

Advertising 0 0 0 10,432
Admin Fees 0 0 250 0
Amortisation Expense 592,960 592,960 296,480 0
Amortisation Expense - Leases 64,896 34,074 17,775 0
Bank Charges 200 189 282 282
Consultancy Fees 1,818 0 0 22,138
Consultancy Fees - No GST 32,000 36,500 37,200 44,700
Computer Exp 0 150 0 25
Conference Expenses 0 0 0 1,199
Depreciation 46,642 45,403 23,111 0
Disposables 279 502 278 0
Filing Fees 0 0 212 0
Fees & Permits 265 197 0 689
Freight / Cartage 110 114 0 784
Storage 0 0 0 1,207
General 262 0 0 0
Impairment of Intellectual Property 0 0 0 1,178,314
Interest Payable 52,497 (24,575) 6,277 2
Internet Services 877 617 792 959
Legal Fees 0 0 0 1,917
Leasing Expense - Computer 505 505 (3,513) 1,612
Lease Heart Monitors 0 0 5,142 0
Office Expense 0 0 0 389
Postage 247 0 0 1,659
Printing & Stationary 0 0 0 738
Removal Costs 0 0 0 358
Rent 500 0 0 0
Subscriptions 0 0 0 99
Telephone / Fax 0 0 0 6,428
Travel 0 0 0 300
Freight Paid 0 0 88 43
Provision for Obsolete Stock 0 38,192 0 0

Total Expenses 794,059 724,828 384,375 1,274,274

Net Profit / (Loss) ($678,321) ($597,280) ($260,721) ($1,158,562)
(Before Income Tax)
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Appendix 5  

Page 1
18-Nov-08
09:20 AM

1-Jul-03 1-Jul-04 1-Jul-05 1-Jul-06
to to to to Refer

30-Jun-04 30-Jun-05 30-Jun-06 30-Jun-07

CPI (Brisbane) Previous March Qtr 141.8 145.4 149.2 153.5 Appendix 5
Page 2

Net Profit / (Loss) ($678,321) ($597,280) ($260,721) ($1,158,562) Appendix 4
(Before Income Tax) Page 2

Adjustments to Calculate the Future
Maintainable Profits of the Business,
Before Interest & Tax

Interest Income deducted ($5) ($4) ($2) ($0) Appendix 4
Page 1

Amortisation of Intellectual
Property added back $592,960 $592,960 $296,480 $0 Appendix 4

Page 2
Consultancy Fees added back $1,818 $0 $0 $22,138

Impairment of Intellectual Property
  added back $0 $0 $0 $1,178,314

Interest Expense added back $52,497 ($24,575) $6,277 $2

Interest Component of
Finance Lease Rentals
added back @ 20% of Rental Amounts:

Computer $101 $101 ($703) $322
Heart Monitors $0 $0 $1,028 $0

Legal Fees added back $0 $0 $0 $1,917

Removal Costs added back $0 $0 $0 $358

Provision for Obsolete Stock added back $0 $38,192 $0 $0

Net Total of Adjustments $647,371 $606,674 $303,080 $1,203,051

Adjusted Operating Profit,
Before Interest & Tax ("EBIT") ($30,950) $9,394 $42,358 $44,489

Further Adjustment for CPI (Brisbane)
of Previous March Quarter as compared
to the March Quarter Index
preceding the latest year:

CPI Adjusted Operating Profit ($33,503) $9,917 $43,579 $44,489
Before Interest & Tax ("EBIT")

Future Maintainable Profits -
Average of 2005/06 and 2006/07 CPI Adjusted Operating Profits $44,034
(Before Interest & Tax)

Future Maintainable Profits of the Business
on a Before Interest & Tax Basis

Heart Monitors Pty Ltd
a Wholly Owned Subsidiary of

Medical Monitors Limited
Calculation of the
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Appendix 5
Page 2
18-Nov-08

09:20 AM

Quarter 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
[Refer Note (1)]

March - 74.4 81.4 87.0 92.9 100.8 105.7 107.5 109.1 110.8 115.8 119.6 121.5

June - 75.6 82.6 88.5 95.8 102.2 105.7 107.0 109.7 111.5 116.9 120.4 121.1

September 71.3 77.6 84.0 90.2 97.6 102.8 106.1 106.9 109.9 112.5 117.9 120.6 120.7

December 72.7 79.8 85.5 92.0 99.3 105.4 107.3 108.1 110.2 113.7 118.6 120.8 121.4

Quarter 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

March 121.9 122.8 125.5 132.7 137.1 141.8 145.4 149.2 153.5 158.0

June 122.3 123.1 126.4 134.0 138.1 141.8 146.3 150.0 156.2 160.2

September 122.5 124.0 131.3 134.2 139.2 143.3 146.8 150.9 157.5 161.7

December 123.0 124.1 131.6 135.8 139.9 144.2 148.0 152.1 157.3 163.4

Annual Increase in
March Quarter Index 0.74% 2.20% 5.74% 3.32% 3.43% 2.54% 2.61% 2.88% 2.93%

Average Increase over the Last Five Years 3.09% 3.45% 3.53% 2.96% 2.88%

Notes: (1) I have been unable to obtain the quarterly indices for Brisbane for the March 1989 and earlier quarters.
I have therefore assumed the Weighted Average of 8 Capital Cities indices for those quarters.

 

Obtained from Publications of the
Australian Bureau of Statistics

Consumer Price Index History
(All Groups)
(Brisbane)

From 1985 to Present
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Appendix 6
Heart Monitors Pty Ltd Page 1

a Wholly Owned Subsidiary of 18-Nov-08

Medical Monitors Limited 09:20 AM

Calculation of a Discount/Capitalisation Rate
to Apply to Earnings Before Interest & Tax

for the purpose of Calculating the Value of a Business
Based on the Capital Asset Pricing Model

"Cost of Equity" Formula

Standard
Symbol Refer

Risk Free Rate of Return rf 6.26%
(10 Year Commonwealth Bond Rate as at 30-Jun-07 )

Market Risk Premium MRP 6.50% Note 1
(= Market Return Indicator, e.g. All Ordinaries less Risk Free Rate)

Published ß (Beta) or Equivalent Value ß 1.13 Appendix 6
for Investment in the Business Page 3

Cost of Equity - Stock Market Value  [ rf  +  (MRP)ß] 13.61% Note 2
(After Company Tax, but Before Personal Tax,
 Equivalent Rate of Return Expected by Investors)

Add Premium for Non-negotiability of Investment in this
Business as compared to Investing in the Stock Market 5.78% Note 3

Cost of Equity for this Business - After Company Tax ke 19.39% Note 4

Company Taxation Rate t 30%

Discount Rate (Before Interest & Tax):

  ke   19.39% 19.39%
(1 - t ) = (1 - t ) = 70.00% = 27.70% Note 5

Deduct Allowance for Future Inflation 2.88%  Note 6
& Appendix 5
   Page 2

Capitalisation Rate 24.82%
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Appendix 6
Heart Monitors Pty Ltd Page 2

a Wholly Owned Subsidiary of 18-Nov-08

Medical Monitors Limited 09:20 AM

Details of the Various Components
that combine to arrive at the
Discount/Capitalisation Rate

used to Calculate the Value of the Business

Refer

Risk Free Rate 6.26%

Market Risk Premium 6.50% Note 1

Additional / (Reduction in) Risks for Factors listed in Beta Calculation 0.85% Appendix 6
Page 3

Premium for Non-negotiability of Investment in this 5.78% Note 3
Business as compared to Investing in the Stock Market

Discount Rate Before Interest, 19.39% Note 4
After Company Tax but Before Personal Tax

Divide by (1 - Company Tax Rate) 70.00%

Discount Rate (Before Interest & Tax) 27.70% Note 5

Deduct Allowance for Future Inflation 2.88%  Note 6
& Appendix 5
   Page 2

Capitalisation Rate 24.82%

Notes: 1 "The Valuation of Businesses, Shares and other Equity"
4th Edition (2003), by Wayne Lonergan, at Page 157

2 "The Valuation of Businesses, Shares and other Equity"
4th Edition (2003), by Wayne Lonergan, at Pages 156 & 157

3 "The Valuation of Businesses, Shares and other Equity"
4th Edition (2003), by Wayne Lonergan, at Page 157
& Page 46 of of a seminar paper, presented by Mr Wayne Lonergan
of Lonergan Edwards & Associates Ltd, to members
of the Institute of Chartered Accountants in Australia in June 2004

4 "The Valuation of Businesses, Shares and Other Equity" (4th Edition)
  by Wayne Lonergan, at Page 166

5 Discount Rate 'A', without any debt weighting, - Page 166 of  
"The Valuation of Businesses, Shares and Other Equity" (4th Edition)
  by Wayne Lonergan

6 Shannon P. Pratt, Robert F. Reilly and Robert P. Schweihs – “Valuing Small businesses
and Professional Practices”, Third Edition, 1998, at Pages 213, 259 & 260
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Appendix 6
Heart Monitors Pty Ltd Page 3

a Wholly Owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Calculation of a "ß Equivalent"
for the Business being Valued

Range of Responses:
Zero Reliance or Subjectivity 0 Insert
Low to Moderate Reliance or Subjectivity 25 Response
Moderate Reliance or Subjectivity  50* within the
Moderate to High Reliance or Subjectivity 100 range
High Reliance or Subjectivity 200 0
Critical to Extreme Reliance on or Subjectivity, up to - 400 to
*assumed to be equivalent to a level regarded 400
  as average, irrespective of industry type

Market Place Factors:
Relative Reliance on / Subjectivity to -
Customer / Fashion Trends 50
Product Technological Obsolescence 200
Retaining Major Customer(s) 50
Influence of Major Customers 50
Customers' ability to "backwards integrate" to suppliers 50
Synergistic Relationships with Other Businesses 50
Variability in costs of supply of product / components 50
Ease of Market Entry by Competitors 50
Integrity of Patents / Trademarks / Licences Held 100
Retaining Protection of Markets by Statute or other Barriers to entry 50
Government Subsidies 50
Government Contracts 50
Adverse Regulation/Control of Marketing of Product(s) by Governments 50
Favourable Local Economic Factors 50
Favourable National Economic Factors 50
Favourable International Economic Factors 50
Favourable International Exchange Rates 50
Stability of International Region(s) 50

Management / Production Factors:
Relative Reliance on / Subjectivity to -
Past Experience in current business practices 50
Links with Established Supplier(s) 50
Risk of limited life of sources of raw materials 50
Stability of source of products, raw materials or components 50
Retaining Key Personnel 50
Maintaining Skills Levels/Technical Expertise of staff 50
Obsolescence of Plant / Processes 50
Limitations on diversification of products/services 50

Location Factors:
Relative Reliance on / Subjectivity to -
Suitability of Present Location(s) to Relevant Customer Base 50
Limitation of Present Tenure of Premises 50
Obsolescence of Premises 50
Likelihood of unfavourable Government Legislation / Industry Zoning 50

Total Score 1,700

Value of ß 1.13
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Appendix 7
Heart Monitors Pty Ltd Page 1

a Wholly Owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Calculation of the
Value of the Intangible Assets

of the Business

Refer

Future Maintainable Profits $44,034 Appendix 5
Page 1

Capitalisation Rate 24.82% Appendix 6
Page 1

Value of the Business as at 30-Jun-07 $177,413 (A)

Calculation of Value of Net Tangible Assets
[Refer Notes (1) and (2), Page 3]:

Assets Balance Amount
Refer Note (1)                                     30-Jun-07 Yes / Adjustment Included

No Amount

Current Assets
Cash at Bank 1,611 yes 1,611
Petty Cash 50 yes 50
Receivables:
  GST Clearing 5,060 yes 5,060
Loans:
  Kaitek 150 no  
  AND Technology 150 no  
  Morgan Thomas Max 150 no  

Total Current Assets $7,171 $6,721

Non-current Assets
Property Plant & Equipment
- Revalued to Economic
  In-use Value @
30% of Cost:

Leased Equipment 136,652 yes 136,652
Less Accumulated Amortisation (136,652)     yes 40,996 (95,656)      
Office Equipment 2,728 yes 2,728
Less Accumulated Depreciaton (2,728)         yes 818 (1,910)        
Monitoring System 231,113 yes 231,113
Less Accumulated Depreciaton (231,113)     yes 69,334 (161,779)    
Furniture & Fittings 4,417 yes 4,417
Less Accumulated Depreciaton (4,417)         yes 1,325 (3,092)        

Total Non-current Assets $0 $112,473
 

Intangible Assets
Intellectual Property 5,929,600 no  
Less Accumulated Amortisation (2,957,194)  no  

Total Intangible Assets $2,972,406 $0

Total Assets (carried forward) $2,979,577  $119,194 (B)

Included in the Net
Tangible Assets?
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Appendix 7
Heart Monitors Pty Ltd Page 2

a Wholly Owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Calculation of the
Value of the Intangible Assets

of the Business

Refer
Total Assets (brought forward)

 As per "Books of Account" $2,979,577 Appendix 7
Page 1

 Included in the Tangible Assets of the Business $119,194 (B) Appendix 7
Page 1

Liabilities Balance Amount
Refer Note (2)                                     30-Jun-07 Yes / Adjustment Included

No Amount
 

Current Liabilities  
Creditors & Accruals
 Trade Creditors 18,593 yes 18,593
  Lease Liability 14,255 no  

 
Total Current Liabilities $32,848 $18,593

 
Non-current Liabilities
  Loan from MDM Aust. 51,327 no  
  Accrued Interest Govt Loan 74,496 no  
  Loan - C'wealth Government 360,500 no  

Total Non-current Liabilities $486,323 $0

Total Liabilities $519,171  $18,593 (C)

Net Assets as 
per Balance Sheet $2,460,406

Value of the Net Tangible Assets $100,601 (D) [(B) - (C)]

Value of the Intangible Assets $76,812 [(A) - (D)]

Included in the Net
Tangible Assets?
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Appendix 7
Heart Monitors Pty Ltd Page 3

a Wholly Owned Subsidiary of 18-Nov-08
Medical Monitors Limited 09:20 AM

Calculation of the
Value of the Intangible Assets

of the Business

Notes:

(1)   Assets Included:

Cash at Bank (adjust for surplus or insufficient balance)
Inventories
Debtors (adjust for any abnormal amounts)
Prepayments
In use value of Motor Vehicles, Plant & Equipment (including leased items)

Assets Excluded:

Formation Expenses
Unexpired Borrowing Costs
Assets that not used in the business process or idle or surplus to business requirements
Loans to Associated persons or others
Land & Buildings (where these are owned, a rental value must be attributed)

(2)   Liabilities Included:

Accounts Payable (Trade Creditors) excluding overdue balances
Credit Card Debts used to fund non-overdue Accounts Payable
PAYG Tax Payable
GST Liabilities
Employee Entitlements:
 Annual Leave Accrued
 Long Service Leave Accrued

Liabilities Excluded:

Bank Overdrafts
Bank Term Loans and other Loan Finance
All hire purchase and lease finance liabilities
Credit Card Debts to the extent that they go beyond the interest free period
Credit Card Debts used to fund capital acquisitions
Income Tax Payable/(Refundable)
Long term loans from shareholders or others that are substitutes for Equity
Other liabilities that have been used to fund non business assets or
assets not used in the business process
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