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4 June 2010

via: E Lodgement/ OR
Fax — Company announcements: 1300 135 638

Australian Securities Exchange
Continuous Disclosure Area

" WAB RECEIVES
CONDITIONAL TAKEQVER PROPOSAL

Further to the announcement made on 1 June 2010, Wallace Absolute Retumn Limited
(“WAB” or “Company”) has today received the attached letter of intention from Armidale
Investment Company Pty Ltd ("AIC") to acquire 100% of WAB (“Proposal”).

The Proposal is similar to that announced on 1 June 2010. It contemplates a full cash offer
of 5.9 cents per share in the Company and is expressed to be conditional on the following:

. No event taking place between 4 June 2010 and the end of the bid period that
would fall within the matters set out in secfion 652C(1)(a)-(h) of the Corporations
Act 2001 (Cth).

. AIC becoming entitled to at least 50.1% of the shares in WAB (which includes
Presmore’s current direct holding of 11.9%).

. Neo material asset sales or acquisitions by WAB including no sale of any interest
held by WAB in HAL Data Services Pty Ltd.

. The discontinuation of the capital raising announced by WAB on 5 May 2010
{"Rights lssue").

The Board is currently reviewing the Proposal. In particular, the Board notes that the
Proposal is subject to a discontinuation of the Rights |ssue. Previously, AlC's non-binding
indicative proposal as announced on 1 June 2010 was conditional on the discontinuation of
the Rights Issue or deferral of the closing date of the Rights Issue so that it did net occur
until the end of the offer period under AIC's proposed offer. The Board confirms that under
the terms of the underwriting agreement to the Rights Issue, WAB does not have a
unilaterat right to discontinue the Rights lssue and that the Underwritar does not agree to
discontinue the Rights Issue.

AIC states that it intends to pravide WAB with a bidder's statement shortly.

At this time, WAB shareholders are advised to take no action in relation to the
Propasal.

Shareholders will be further updated once the Board has had an opportunity to raview the
Proposal on its merits and discuss the implications relating to the current Rights [ssue.

For further information, contact.
Ken Barry
Ph: +612 9255 a770

Wallace Absolute Return Limited

Leval 3, 20 Loftus Street Sydney 2000 NIW
ABN: 58 100 854 788

PO Box R1436 Reval Exchange NSW 1225

T. +612 9259 9770 F. rglz 9255 971

B, enguirieséwallaceabsoluteraturn.com.au
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Armidale investmeant Company Py Lid
ACN 143 917 Q088
180 Beardy Street
Armidale NSW 2350
wMr Ken Barry
Chaiman

Wallace Ansalute Return Limited
Level 3, 20 Loftus Street
Sydney NSW 2000
4 Jung 2010

Deaar Kan,

Offer to acquire Wallace Absolute Return Limited

Thie latier confirms the intention of Amidale investment Company Pty Ltd's (AIC)' to make a
full cash takeover offar for 100% of the shares in Wallace Absolute Return Limited (WAB) (the
Qffer).

The fallowing are the more detailed terms of our Offer including the price of 5.9 cents (Offer
Price} for each WAB share,

This Proposai is an atractive and compelling oppartunity for WAB sharehalders,
Conditions
y The Offer 1s only subject to the following conditions:

a  No event taking ptace berween the date of this iefler and end of the bid periad that
would {all within the matters set out in § 6520 (1) {a) to (h) af the Corporations Act
2001 (Cth}.

b, AIC: becoming entiled to at least 50.1%" of the shares in WAB,

¢ No matarial asset sales or acquisiions by WAB including no sale of any interest held
by WAB in HAL Data Services Pty Ltd:

d  Fhe discantinuation of the capital raising announced by WAE on & May 2010 (Rights
lssue}.

An attractive offer for WAB sharehalders

The Offer Price represenis full and fair value to shareholders of WARB, being

«  68.6% premium to the issue price under the Rights lssue”
. 83.9% premium o the last sale price of WAD shares prior to our initial approach’

" AlC, Mark Smih and Presiarg Ply Lid as rustes for Smith Miser Farnily Trost (Presmare) are aszociates {as that torm o defined
in the Carporations Act 2007 (GlR), 0= azzociates hey hold 11.9% ot wWag,

® Thig incluos Presmore’s curent dirsct holding of 11.5%.

1 ACCording to th Probpedtus fav the Rughre [REue datad 24 May 2070.

* 14 May 2010 which was the 1ast date shates were iradod prios 10 our iniial appraach.
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«  45.0% premidm 1o the VWAP of WAB shares on the ASX in the 1 month anding 14
May 201

. 40.5% premium to the last report NTA per share®

+  Significant premium being paid by Al to existing shareholders for control of WAB.

The Offer's cash congideration provides certainty and = fixed exit price to WAB sharghalders,
which should be aftractive to sharehoiders given the current uncertainty and associated risks
surrounding the Company's future.

A superior alternative to the Rights lssue

The Offet is suparior 1o the current Rights issue and AIC requires that the Company
gdiscontinue the Rights [=sue, AIC does not accept that WAB does not have the right to
discontinue the Rights Offer and calls on the hoard of directors to do so immediately either as
a matter of contract o1 because itis a gives rise to unacceptable circumstances because the
cantrol effect exceads what is reagonably necessary for the purpose of raising funds.

AIC is willing to mdemnily the Company in respect of a claim by the underwriter (up to the
amaunt of undenwritar's commission - 362,813). In addition, in order 10 rinimise any adverse
consequences AlC is prepared 1o aaaist with financing WAB's business during the Offer period
and to take any other reasonable steps to minimize the adverse consequences of
digeantinuing the Rights 155u¢.

AIC is of the view that the board of WAR sught to allow shareholders a fair opportunity 1o
choose between two altemnate control transactions. A Right tssue that will pass control of WARB
1o the Underwriter withaut paying the WAR shareholders @ takeover prermium, The alternate is
AlC's Offer thal will pay WAB shareholders a [ull and fair price for their shares.

Froposed liming and process
1 We intend to provide WAB with a bidder's statement shortly.
Financing

.' The Offer will be inansed by way of a $4 & million loan frorn New England Investment
Company Pty Lta [AGN 143 825 544) @ wholly awned subsidiary of Presmaore, Thess funds
are immedialaly avalable and are on deposit with New England Credit Union Ltd trading as
New England Mutual

Background to AIGC

AIC is @ proprietary company established on 27 May 2010. lts principal activity is to acquire
shares of WAB. AIC has share capital of §100. The sole shargho'dar and director of AIC is
Marlk Smith

Mark Smith is also the sole shareholder and direstor of Presmore. Fresmore is the trustee of
the Smith Miller Family Trust and currently holds 11.9% of WAB in lts capacy as truatse.

. Mark Srmith, AIC and Presmore are agsociates : collectively they hold 11.9% of WAB.

S UWWAR of 4.07 ennls per shiace rum 14 April 2010 13 13 May 2010 (sea powtt 4 above). Sourco! Bleambarg
® ag &l 30 Apnl 2010, as roported in an ASX Annguacamaent rescased by the Gompany on 14 May 2010,
7 a5 doflnod In ths Comarations ACt 2001 (C)
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. AIC has the capatity to complet the ofter should all non-Presmarg shareholders accepl
Presmore has agreed with AIC that it will not accept the proposed offer should it proceed.

ETL

In conclusion, we reiterate our strong interast in acgurng WAE and believe this Proposat repretents

an outstanding oppertunity for the board of directors of WAE 1o deliver significant value to the

Company's shareholders

Yours sincefely

.
L

A
f}" A \::;'-'-"C: ._-:""'T. _?(\_‘__—

Marik &mith
Diractor
Armidale Investment Company Pty Limited
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