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GIossafy of Terms

Abbreviation Description

ABN Australian Business Number

ACN Australian Company Number

Act The Corporations Act 2001

ASIC Australian Securities and Investments Commission

ASX Australlan Sscurltlas Exchange '

ATO Australian Taxatlon Office

Board Board of directors

BTT Bridge To Transplant

DOCA Deed of Company Amangement

ERV Estimatad Realizable Valua

FDA Food and Drug Administration

GEERS General Employea Entitlements Redundancy Scheme

Group Ventracor Limited and its subsidiaries as listed In Annexure 2

ISO Interational Organisation for Standardisation '

LVAD VentrAsslst LVAD

NBV Net Book Value

R&D Research and Development

s@C Superannuation Guarantee Charge

SPP Share Purchase Plan

Statement Directors' Statement about the Company's Businass, Froparty, Affsirs and
Financlal Circumstances

TGA Therapeutic' Goods Administration

the Company Ventracor Limfted

WIP Work In Progress

U B T P |
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1. Executive Summary

1.1 Introduction
Peter Gothard and | were appolnted Voluntary Adminlstrators of Ventracor Limited on 19 March 20089,

pursuant to Section 436A of the Corporatlons Act 2001 (‘the Act’).

Creditors ratified our appointment as Voluntary Adminisirators at the flrst mesting of creditors held on
Tusseday 31 March 2008. '

1.2 Background
As creditors will be aware, the Company was primarlly involved In the development of an implantable
blood pump, the VentrAssist LVAD, the LVAD Is designed for patisnts with end stage heart fallure.

Tha history of the Company and its activitles are detalled further n Sections 3 and 4 of this report.

1.3 Reasons for Failure

Having undertaken a preliminary Investigation of the business and financial affalrs of the Company, |
conslder that the primary factors that contributed to the business failing was the prasant economic
crisis refative to the availability of viable finanee options and a loss of shareholder confidence In the
Company. Tha combined Impact of these factors resufted in a reduction in the current and estimated

future available finance to commercialise the LVAD.

In the 14 months prior to the appointment of the Administrators the Directors explorad several

~ avenues to secure ongolng oparational finance for the Company including a Share Placeament Plan in
late 2008. In addition and following the Company’s Inability to ralse sufficlent additional working
capital from Its shareholders, the Company sought market interest in relation ta Identifying a strategic

partnerehlp or a party who may be interested in acqulring the Company.

This exerclse was Lltimataly unsuccessful In terms of Identifying multiple partles who were preparad
to commit fo a detailed due diligance and possible sale tranaaction. It did howsver Identify one
_.offshore party who after limited due diligence provided a conditional offer fo acquire key operational
components of the Vantracor Group activities, The key conditlon of the offer was that the transaction
requirsd shareholder approval. After consldering the Coempany’s financial position at tha relevant
tims, and the projected time/cost to complats the possible sale transaction, the directors resolved fo
appoint the Administrators on the basig that the Company was likely to become insolvent In the short

tarm.

1.4 Results of Investigations

Section 438A of the Act requires that the Administrators undertake an Investigation info the affairs of -
the Company and consider the existence and impact of actions taken by the Company and the
possibllity of thelr racoverability in the event of a liquidation of the Company. :

The results of our preliminary investigations suggest that thera would not be recoverles available to a
Liguidator which if successfully pursued would benafit of creditors. Details of the Issues considered in

tha preliminary investigations are set out In Section 8 of this report.

™o A
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1.5 Options and Recommendations

Pursuant to Saction 439A(4)(b) of the Act, | am required fo previde craditors with a statement sefting
out my opinion on whether it Is In the creditors’ interests for the:

s Administration to end;

e Company to be wound up; or,
« Company to execute a Deed of Company Amangsment (‘DOCA").

A DOCA has been provided by & Shareholder Group. For the reasons outlined in Sactlon 8, and
notwithstanding that it is estimated to provide creditors with a return of 100¢ in the $ on eligible
claims, 1 am of the opinion that this proposal is not in the interests of creditors and as sueh, it is not

" recommended.

In the altarnative, a "General” DOCA has been proposed by the Administrators which if approved may
provide an opportunity for there to ba an enhanced retumn for the Company's craditors and where
relevant shareholders. Absent the General DOCA bsing considered and approved | have
recommended that the Company proceed to liquidation as ¢reditors ara not, on the information
‘presently avallable materially disadvantaged by this course of action. At this time, in both the General
DOCA and liquidation scenario, it is anticlpated a sale of the business assets can be effectad, which
Is likely to result in creditors being paid 100¢ Int the $, in relation to their sliglble claims.

Details of the respsciive DOCA proposals the current status of the sale nagotiations, together with our
recommendation and reasoning are outlined in Sectlon 8 of this report.

1.6 Second Meeting of Creditors

In accordanca with an order of the Supreme Court of NSW dated 21 April 2009, the convening period
for the second mesting of creditors was extended untll 18 Juna 2000, The order provided for the
meeting to be called at any time during the extension psried as datermined by the Administrators on

the provision of 5 business days notica to creditors.

| adviss that the second meeting of craditors is convened for Friday, 20 May 2009, and will be held at
the officas of Clayton Utz, Lavel 34, 1 O'Connell Strest, Sydney NSW at 10:00arn, Pleass rsfer to

Annexure 9 for a copy of the Notica of Mesting.

Attached to this report as Annexure 8 Is a Proxy Form (Form 529) and as Annexure 7, an

Informal Proof of Debt. Proxies to be used at the meeting should be submitted to the
Adminlstrators office (either via fax to 02 9286 9588 or vla e-mall to ben.hvnes@fh.com.au) by

4:00pm on Thursday, 28 May 2009,

orporations Regulations, creditors will not be entitlad

In accordance with Regulation 5.6.23(1) of the C
ly lodged particulars of their clalms against the

fo vote at the meeting unlsss they have previous
company with the Administrators.

of of Debt with the Administrator for tha first

In fha event that you have lodged an Informal Pro
r the second meeting

meeting of creditors, you are not reguired to submit a separate Proof fo
unlegs you are Intending to amend your clalm against the Company.

Page 4
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2. Introduction

‘2.1 ‘Appointment of Administrators and First Meeting of Creditors
Peter Gothard and | were appointed Voluntary Adminlstrators of Ventracor Limited on 19 March 2009,
pursuant to Section 436A of the Corporations Act 2001 (‘the Act®). ‘

Creditors ratified our appointment as Voluntary Administrators at the first meeting of creditors held on
Tuesday 31 March 2009. A Committee of Craditors was not formad,

The sacond meeting of creditors Is convened for Friday, 29 May 2008, and will ba held at the offices
of Clayton Uiz, Level 34, 1 O'Connell Street, Sydney NSW at 10:00arm,

| havs conducted an investigation Into the affairs of the Companles pursuant to Sectlon 430A of the
Act. The resulis of my Invastigations are sst out In this report.

- 2.2 Purpose of Report |
Section 439A(4) of the Act explains the purpose of an Administrator’s report in providing that the
notice (of second mesting) must be accompaniad by a copy of.

(&) A report by the Administrator about the company’s business, property, affairs and financial
' circumstances; and

(b) A statement selting out the Administrator's opinion about each of the following matters:

Whether it would be In the creditors' interests for the company to execufe a Dead of
Cornpany Arrangement; and

Whethar it would be in the creditors’ interest for the administration o end;

Whether it would be in the creditors’ interest for the company to be wound up;

His or her reasons for those opinions and provide such other information known fo the
Administrators as will enable the creditors to make an informed dacision about each of the

above matters ; and

If a Deed of Company Arrangement is proposed — a statement setting out details of the

(c)
proposed desd. :

2.3 Non-Disclosurs of Gertain Information

There ara sections of this report whareln | considered it inappropriate to diselose certaln information
to creditors. This information Is limited to the Identity of the investors relative to tha funding of a
proposed sale of the assets of the Company and the Ventracor Group as outlined In Section 9.3,

I fully racognise the need to provide craditors with compleste disclosure of all necassary information
relating to the Company. However, ! believe this Information is commaerclally sensitive and it is not in
craditors’ interssts for me to disclose the information publicly at this stage. | am of the opinion that the
gublect information doas not materially affect the abllity of creditors to assess the avallable options.
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Whera necassary in this report, | have provided a combined or Group estimate of relevant lssues in
respact of the potential realisations of asssts when comparing estimated dividends under the
available options. The necessity for this is essentially finked to the natura of the assefs, the structure
of the Vertracor Group and the tarrns of the current proposals under conslderation,

2.4 Declaration of Independenca, Relevant Relationships and Indsmnities

The Administrators provided a Declaration of Independencs, Relevant Relationships and Indemnitias
ta creditors with their first clrcular to ereditors and also tabled the declaratien at tha first mesting of
creditors. | am not aware of any lssues in the Intervening period which could impact our independencs
ralative to this Administration or the declarations that have been given in this regard.

Dnma &
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3. Company Information

A search of the ASIG databass disclosad the following information.
" 3.1 Incorporation Dats and Reglstered Office

The Cornpany was Incorporated on 17 October, 1986. The Company's registered office Is listed as
Leval 28, 71 Eagle Street, Brisbans, QLD. '

3.2 Statutory Information
The Company's officars over the past 12 months were!

Appointment Date Cessation Date

Name ‘
John Frederick Ward Director 30 August 2001 Presant
Andrew Ross Haricks Diractor 12 Novembar 2004 Prasant
Willlam Edward Curran Diractor 2 May 2007 Present
Elzabath Ann Noeworthy Director 11 July 2002 Prosant
Jefery Harold Goodman Direstor 15 August 2007 Presant
Patar Andr=w Croshy Diractor 1 August 2008 Prasgant
John Clarence Massey Diractor B July 1988 3 April 2008
(3rmama Francls Fallet Secrstary 4 October 2006 . Presant
Camilla Loulse Newcombe Saecretary 20 March 2007 Prasant

3.21 Sharsholders
" The Company’s shareholders are essantially retall investors. General detall of the shares on issue
are ag follows:

Total Paid on Shares
lssucd .

Detzils : Allotment

405,680,515 $199,755,745

Ordinary Shares

3.3 History of the Company

The Company was incorporated as a private company (Micromedical Industries Pty Lid) In October
1986. The Company specialised in tha ressarch, davalopment, manufacture and marketing of
medical monitoring device products. Micromedical Industries Pty Ltd llsted on the Australian

Securlties Exchange (‘ASX’) In November 1988.

In 1698 the Company’s sole focus became the devslopment of an implantable blood pump, the

VentrAssist LVAD, the LVAD is dssigned for patiants with end stage heart failure. To raflect the
changs in focus of the Company it changed its name to Ventracor Limited In July 2002.

Following the first human Implant in 2002 the number of implants steadlly increased as the market
aceepted the products capabilities to the axtent that in December 2008 the CE Mark approval was
attained In Europe, followed by TGA approval in Australia in August 2007 and FPA approval in the US
for tha Bridaa To Transplant (BTT) trial.
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During this period the successful raising of capital from shareholders enabled the Company 10
the US and Europs,

develop the global commercialisation of the LVAD, astablish separata entities in
as well as develop a distribution network throughout the Aslan region.

rs identifled that a further funding requirement existed and

In January 2008 the Board of Directo
to conduct & strategic review to help frama the future direction

engaged an external consulting group
of the Company.

3.4 Flnancing Attempts _

The Company Iast ralsed capital In March 2006, Since that time the Company was awara that future

funding would b required, however, the source of this funding had not been determined. Inthe 14
minlstrators being appointsd a number of differsnt options relative to securing

months ptier to the Ad
the projected nacessary working capital were explored and exhausted a number of different options:

February 2008 - Pacific Strategic Partners were engaged to conduct a strategic review, this
Identifiad a significant funding requirement and also outlined a number of financing options that
were considersd by the Company.

nvestment bank wers engaged to Identify strategic partners and
rtles wers identified as potentlal
ilgence.

 April 2008 — Cowen & Co, aUS
potential large institutional investors. Approximatsly 127 pa
interssted partias, howsver only 8 partles expressed any Interest in conducting due d

The economic downtum in 2008 impactad significantly on this exercise and as a resuit no viable
party(s) were identified from this process.

November 2008 — ABN Amro Morgans wers engagéd to perform a two step finaneing exercise;
o Share Purchase Plan (SPP), In conjunctlon with;

o An institutional share placament.

Despita extending the SPP deadline Insufficisnt funds were raigad and the funds committed by
shareholders in thie process, and as a result the monies ralsed, approximataly $3.0M, was
returned. The planned Institutional share placement process was not successiul.

December 2008 — Cowen & Co were re-engaged to Identify sultable strategic partners or to
ng the business, This.process idantifled a

' Identify party(s) who may be interasted in acquiri
nurnber of parties who conducted dus diligencs, but no viable offers to purchase the business as
a going concern desmed capablea of acceptance by the board of directors were recelved.

6.4. We have also attached as

For further detail In relation to the above plaase refer to Section
d 28 November

Annaxure 1 is a copy of the Chairman’s address to the Annual General Mesting date
2008 providing further detail in relation to these financlng activitles.

3.5 Structure
The Group structure, attached as Annexure 2, summarises the core activities of the subsidiary

entities.
Ventracor Ltd ie the parent company, with separate 1 00% entities éstabl!shéd in the respactive

offshore jurigdictions.
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The main production facllities and head offica of the Company are located in Australla, with
infrastructure developed largely in the US and the Netherlands to support clinlcal trials and R&D In

pursult of the global commercialisation of the LVAD

As ail production is undertaken In Australia the Company operated Intercompany loan accounts
between the Group companies to support the establishmant and maintenanca of the subsidiary

 operations.
At the date of our appointment approximately $63M was owed to the Company frorh_ its subsldiaries,
details of which ars summarised balow: :

18 Mar 2003

Intercompany Loans

$'000

Veanfracor Ing 47,238
Veantracor UK Lid 8473
Ventracor BV 7,608
Ventracor GmbH 1)
TOTAL 63,402

At this time the overseas entitiss are not in administration or any equivalent local formal insolvenay
proceading. We have congidered but have dacided not to pursue calling the Infercompany Loans as -
such an action would In all likelihood pracipltate an insolvency of the relevant subsidiary entities,

thereby jeopardising the potential return from these entities. It is anticlpated that if there was an
insolvency event in the respective subsidiary, the current funds on hand would be quarantined to firat
meet the liabliitles of the respsctive entities in their respective jurisdietlons (plus the costs of the
geparate Insolvency proceedings in each Jurlsdiction). In addttlon, while the basis of our continuing
negotiations with Siqro Inc. has been relative to a Group asset sale, tha value of thess assets Is only
prasarved where the business continues as a going concern, and accordingly, a global Insolvency

may adverssly Impact the Group's overall capacity fo continue to operate.

The directors of the subsidiary companies have assisted In the administration of Ventracor Ltd and
continue to work closaly with the Administrators to ensure a smooth resolution of the Group’s affairs

for the benefit of all creditors. :

™. . N
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4. Historic Financial Information

| hava been provided with the consolidatad management accounts for year ended 30 June 2007 and

2008 and for the 8 month period to 28 February, 2009. The consolldated management accounts for

the year ended 30 June, 2007 and 2008 were the basls of the Group’s financial statements for these
periods. PricewaterhouseCoapers hava audited the financial statemants of the Group up fo the year
In the independent auditor's report to members dated 27 August 2008, It was

anding 30 June, 2008. .
identifiad that thers was significant uncertalnty whether the Group would eontinug as a going concem.
! am Informed that this opinion reflectad the projected need for greater certainty relative to the

Company's future funding requirements

The management accounts for the 8 month perlod to 28 February 2009 ars unaudited.

Further comment on the adequacy of the Company’s books and records is contained in Section 8, 3.

4.1 Historical Profit & Loss
Sumrmarised below are the historical trading results for the financial years ending 30 June 2007 -

2008 and for the peried to 28 February 2009.

28 Fchruary
2809

30 June
2007 2008

Notes

Profit and Loss Summary - Company

5000

=000

Sales 7823 - 15,189 8,026
Grosa Profit 3833 | 7,085 3,068
Operating Expenses 2 . (28,233) {67,084) (12.,428)
EBITDA (24,500) (60,019) {8,430)
EBIT {27,808) {53,083) (10,434)
‘| Net Profit/{Loss) 3 (21,312) | (53,082) (5,560)

ltems of note regarding the above are:

Nota 1 —~ Sales reflects sales to hospitals in Australia and the supply of LVAD's to subsldiaries to
meet the external demand for LVAD's In their respective jurlsdictions. The majority of tha Company's

salas relate to the subsidiary sales (2007 - $6.4M, 2008 - $13.0M, 2009 - $9.0M).

perating costs were conslderably higher than the prior year, this

Nots 2 - In 2008 the Company's o
o Impair $41M of inter group [oans. This Is standard accounting

reflected the Company's decision {
practice reflecting the likely recoverabliity of thesa debts =t that tima.
Note 3 - The Company incurred significant trading josses since Incorporation, this is reflective of the
natura of its activities and the langth of time required to complete clinleal triale and to commercialise
the technology In the various regions of operation. Untl regulatory approval is achieved in all frading
juriedictions the Group forecast to incur trading losses. The uptake in clinical trlals in the US and
regulatory approval in Australia and Europs combinad with an Intemal raview of expenditure assisted
2009, however, the Company stlll estimated that it

to contain the Group trading loss in 2008 and .
would ba a minimum of 18 monthe before regulatory approval in the US may be achleved.

~ Page 10
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4.2 Historlcal Balance Shest

A summary of the Company’s Balance Sheet for the past three (3) financial years is set out balow
together with my praliminary comments:

29. May. 2009 17:50

Notes - 30dJune 2007 - 30 June 2008 .28 Fob 2009

5000 5000 BT

. Balance Sheet - Company

ASSETS ‘
. 478% 14,979 3,780

Cash at Bank 1
Debtors 2 1,052 1,532 2,511
Irtercompany Loana 3 23,885 - 2588
Inventory 4 2 4,650 4815
Total Currant Assefs | ‘ 72,658 21,151 13,605
Nan-Currant Asseis 5 7,674 8,421 4,847
Totzl Assets 80,230 27,682 18,642
LIABILTIES

] (6,137) (4,500) (2,005)

Currant Liablifas
Contingent Liabilities - -

Employea Eniitlements

| Nen-Currant Liabilities 7 (172) (432) (234)
Total LIabllitles | (5.309) {4,992) (2,239)
Net Gurrent Assets 8 67,519 16,661 11,690
Surplus | 1 75,021 22650 | - 16,303

ltems of note regarding the above ére:

Nota 1 — The Group has historically besn rellant upon shareholders through capital ralsings. The
Group has no external debt financs, and as such thers are no sscured creditors. The last capital

ralsing took placa In March 2008. Since that time trading losses principally In relation to the
invastmant in the overseas entities associated with the commercialisation of tha LVAD has resulted In

a significant diminution to the cash balance and the net asset surplus.
Nots 2 — Dabtors relate to external irade debtors and prepayments (primarily relating to annual

Insurance premiums).

Note 3 — In June 2008 the Company Impaired all of the intarcompany loans reflecting that it did not
antlelpate recovering the inltial set up costs In relation to the overseas subsidiaries.

Note 4 - Prior to 30 Juns 2008 the Company did not eapltalise inventory due to the low lavels of
historic sales.
Note 5 - Non-Current Assets relate primarily to specialist production plant and slectronic equipment.

Nufe 8 — Current Liabilities consist mainly of trade creditors and annual leave staff aceruals. The
significant raduction in the balance at February 2009 compared fo prior years is largely a function of

the Company's overall reduction in operating expenditurs,

Note 7 — Non-Current Liabilities relate to long service leavs staff accruals.
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Nots B — The table above highlights that in the 3 years preceding the appointmsnt of the .
Administrators, the Company maintained a strong balance sheet and had sufficiant working capital to
meet its short term liabilities.

This historical balance sheet needs to be considered ralative to the estimated realisable valuss given
the currant circumetances, For further detall pleasa refer to Section 9.4 of this report.

29. May. 2009 17:51
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5. Reasons for Appointment

he diractors of the Company appointad the Administrators when they

forrmed the view that the Company was liksly to become insolvent in the short tarm and before any
Following the appointment, | requested written explanations from

additional capital could ba raised.
the Diractors of the Company as to the cause(s) of the failurs. The informatien/commentary provided
by the Directors is outliined balow:

As outlined in our first report, t

« The Company's business model was raliant on external funding to commarcialiss the LVAD.

The deterioration In the global debt markets towards the end of 2007 and the subsequent impact
rkets significantly limited the Company's ability to ralse caplfal.

on the aquify ma
eld Safety Notica on the VentrAssist LVA4 following reports of a [ead
lowed the sale process with one interested party.

» Tha issus of an Urgent Fi
fracturs In a number of patients, significantly s

Asa 'result-of the abova lssuas and having regard to the issues outlined in Section 3, the Company’s
foracasts indlcated that the Group was likely to become cash flow insolvent prior to complsting a
potential sale of the business, and aceordingly the Directors at that time resolved to appolnt

Administrators.
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6. Activities following Appointment

The tasks undertaken by the Administrators following our appelntment on 19 March 2009 are
extensive, The principal activities ars summarised below.

6.1 Statutory Duties
Tha Administrators have completed a number of statutory dutles required by the Act, Including;

» Lodged notice of appomtmant
Held the first mesting of creditors and attended to 1ha related statutory requirements;

= Prepared a First and Second Report for Creditors: and

« Undertaken preliminary investigations Into the affalrs of the Gompany. |

6.2 Administrative and Trading Dutles
A summary of the general administrative duties addressed by the Administrators in the period from

appointment include, but are not limited to!

» Assassed and monitored the Impact of Administration on the subsidiary entitles;

Addressed the ongoing trading and oparational requirements Including the establishment of new
_supply chalns;

Liaisad with Dirsctors and ssnior management regarding ongoing lssues relative to the
Campany’s as well as the subsidiary sntitles’ activities;

Ensured hat ongoing activities would best facilitate a posslble businass salg;

Llalsed with Group's existing bank sarvice provided to ensure releass of operational cash and to
establish/maintain new banking facilitiss;

Raviewed existing insurance and assessed its adaqi.lacy and where necassary, extsnded
insuranca cover,

Communication with creditors to ensure ongolng supply agresments;
Review and monitoring of Company énd Group cash flow forecast,

« Hsald frequent employes update sessions; and

Extsnelve communications with the Company’s shareholdars includmg holding a shareholder
. briefing session.

6.3 Shareholder Communications

During the course of tha Adminisiration to date, | have bean contacted by numerous sharsholders
both via telephons and e-mai!. The common themes ralsed in these sharsholder communications

hava included: .
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Preliminary support for a further Shara Purchagse Plan (*3PP7);

» Replacsment of the current board; and

Suggestion that surplus cash frem the subsidiaries ba used to fund the nparatibns of Ventracor

Limited.

In accordanca with the provislons of the Corporatlans Act, the Administrators are hot obliged to report
t0 and meet with sharsholders, however, given both the [evel of interest and concern as well as the
misinformation that was in circulation con¢eming the Company and its affelrs, an informal sharsholder
briefing was hsld on 7 Aptil 2009 to address the above and other relevant issues ralsed by

shareholdars.

In addition, | have provided where appropriate further information to shareholders via the posting of
information on the Ferrler Hodgson website. This informatlon primarily addregsed the impact of the
Voluntary Administration on sharsholders, and the avenues available to sharehalders who at that time
may have had an intersst In providing additional financial support to the Company. A copy of this

letter is attached as Annexure 3.

6.4 Sale of Business

From Information mads avallable as part of my Investigation | have provided below greater detail of
the fund raising activifles underiaken by the Company and the aventua! attempts to ultimatsly gell the
Company. This information is relevant to ensure that craditors have an undarstanding as to the
background of the posltion at the time of our appointment and relevantly the mattsrs that are now

. before creditors for their conslderation.

the Company engaged Pacific Strategic Pariners to undertake a sirataglc
| purposa of Identifying key corparate objactives having regard to the expacted

'During February 2008,
to have occurrad infor around July 2008. The outcomes of

review with the principa
funding requiremsnts Identifisd at that time

thig review can be summarised as!
Too early to sell the Company and there was no apparent benefit In expanding the product
portfolio;

» The Company should prepare to be acquisition ready;

Having regard to the futura funding needs the introduction of a limited number of Institutional
investors was suggested as a possible alternative to a SPP.

During April 2008, the Company engaged Cowsn & Co, 3 US basad investmant bank with specialist
medical expertise to assist in idantifying strategic investors. In addition, the Company sought
supplementary advice from ABN Amro Morgans Corporate Limited with respact to capifal ralsing
options. The Company ultimately pursued (unsuccessfully) the progression of additional capital
raiging via the issuance of convertible notes principally on the advica of ABN Amro Morgans.

In June 2008 the Company re-engaged with Cowen & Co to identify possible candidates to take up a

private placement shares and where necassary thie strategy was to be supplemented by a rights
issue of up to $30M. During July 2008, Cowen & Co identified approximatsly 120 possible investors
and from these candidates and following numerous investor presentations, five potential investors

emsrged.

Of these, one parly conducted extansive dua diligence and a term shest was issugd however they
ulimately withdrew in Septembar 2008 due to exposure to Lahman Brothers.
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Resuiting from thls process the Company formed the view that a lead investor was required and the
process undsrtaken by the Company at that polnt in time had failed to identify such a party.
ers (“CHRP"), an affiliate of Cowen & Co

During October 2008, Cowen Haalthcars Royalty Partn
mmercial stage madical produets put forward

which Invests principally in commercial stage or near co
In debt and $4.5M In equity. Befors this procass

an Investment proposition involving potentially $30M
could ba progresesd, CHRP withdrew the proposal In November 2008 following an investment

committee raview.

in lats Novembar 2008 the Company agaln re-sngaged with ABN Amro Morgans o manage tha SPP,
This SPP ralssd approximately $3M, significantly under the Company’s target of $10M and
consequently, the $3M was returned to participating sharsholders.
Foliowing the failure of the various capital ralsing activitles, in December 2008, the Company engaged
Cowsn & Co to identify a buyer(s) and/or strateglc partners. Cowen & Co identified 50 possible

d with 28 of the 50 partles racalving Company prasentations,

candidates, A data room was establishe
resulting In eight (8) parties undertaking due diligence. From this process, five (5) posslble

pariners/buyers emerged, including Siqro Inc.

At the time of my appointment, only Sigro In¢. had submitted an offer to the board of Ventracor. The
salient terms of tha offer mada by Sigro Inc. prior to my appointment are outlined below:

o An asset purchase across of assets held by all active Ventracor Group companies (not a buslness
acquisition);
+ Continuity of employment for most employees;

» Conditions precent {o the transaction of;
o An assignment of key premises leases;

o. Transfer/assignment of key intsllectual property;

o Exclusivity to 30 April 2009;
o Provision of minimum inventory levels; and

o Approval by sharsholders,

« Indicative purchase price of US$EM.

Glven tha terms of the offer, In particular the conditionality and related timing, the board formad the
opinion that the Company had Inadequate resources to enable it to progress the offer and made a

decision to appolnt tha Voluntary Administrators.
For further details rslating to the cumrent status of negotiations with Sigro Inc. please refer to Section
8.3.

6.5 Raceipts and Payments

Aftachad as Annexure 4 is a summary of the receipts and payments in relation to the Adminlstration
for the period of 19 March 2008 to 13 May 2009, _

Pasa {8 .
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7. Statement of Position

7.1 Summary

Saction 438B of the Act requires a dire
business, property, affairs and financlal circumstances. Summarised below

statement provided by tha directors:

clor to glvé' an administrator a statement about company
are details of the

Statermcnt as af 19 arch 2008 - - _ i o  Report -+ CostorNet Directors-' :
: ' A S t v | Referenee . Book Valuc ERV-
e ‘ggoo. §000
ABSETS ' '
Intmrast In Land AN - -
Sundry Dehtars * 7.1.2 63,620 8,859
Cash on Hand and at Bank 7143 2,815 2816
Stock on Hand - T4 3,458 2,939
Work In Progress ' 714 1,984 1,084
Plant & Equipment | 7.1.5 4,702 4,702
Other Aszeta 7.18 832 181
Sub Total . 77,260 18,478
Assets Subject ta Specific Charges . ‘ '
Lass Amounts owing under Charges of 0
TOTAL AVAILAELE ASSETS : 71,260 18,478
LIABILITIES
Lazs: Prerity Craditors
- Employas Entittaments Payabls in Advanca of Securad Craditors 717 {1,172) (1,172)
- Secured Credftors 0 0
- Partly Sacured Creditors : 4 0
Total Priority Creditors (1,172) " (1,172)
Contingent Liabiltles ' _ 718 (5,180) (5.,180)
Provision against Intercompany Loans 7.1.2 (61,179 |. 0
TOTAL LIABILITIES {67,620) (8,352)
Avallable to Unsecured Creditors 8,731 12,128
Ordinary Unsecured Creditar Claims 718 (1,664) {1,564)
ESTIMATED SURPLUS / (DEFICIENCY) 8,167 10,562

* Sundry debtors includes Infercompany Loans

.= A"
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My comments on the estimated statement of position are as follows:

7.1.1 . Intersat in Land

A property ssarch indicates that the Company does not currently own any real property In Australla or
offshore, _ _ ‘
The properties at Chatswood and Klrrawés are both léasehold propsrties, included in the Plant &
Equipment NBV of $4.7M is approximatsly $270K of leasehold improvements In relation to specialist
manufacturing and production facilities Installed by the Company at these premisas. '

7.1.2 Sundry Debtors

The table balow provides a breakdown of the sundry debtors:

Sundry Debtars

- Book Value

E5timatgcl
Realisahle
Valuc

. §'000
Vantraan Inc 47,228 2,368
Ventracor UK Lid 8474 851
Ventracor BV 7.808 2,422
Ventracor GmbH & -
Total Intercompany Recaivables 63,408 5641 -
Trade Debtors 187, 197
GAT on Furcheses 18 18
'Employae Advances 3 3
TOTAL 63,820 5,889

The tabla above highlights that a considerable deficit

axlsts between tha book value of Receivables
ble vajua Is based on the

from Subsidlaries of $63.4M and the reallsable value of $5.6M, the realisa
Directors assessment of the recoverability or net assats of the subsidiary entities.

The table below outlinas the history of the Intercompany loans over the past 4 years:

30 Jung 2008 28 Feb 2009

- 30 June 2005 30 Junc 2007

Intercompany Loans

5'000

5000

S'000

£'a00

Vantracor Inc 4,058 14,875 26,048 47,238
Ventracor UK Lid 2,020 8,101 9,350 8,473
Veniracor BY - 120 5,379 7.698
Vantracor GmbH - - - (8
TOTAL 6,078 23,176 40,777 83,402

rket Within Australia the Company established overseas entities in Europe -

Due in part to tha limited ma
the broad market commerclalisatlon of the LVA.D.

and the US to help progress

Psana 18
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that overseas entitiss were funded through

The nature of the Group's activities wers such
intercompany loans. The significant debtor balances dus from the subsidiarles is reflective of the
considerabls cost in establishing the necessary infrastructure in these entitles.

29. May. 2009 17:52

Review of the historical balances indicates that the majority of the initial investment took placs during
2006 and 2007, with the intercompany loans funding staff and premises costs to enable completion of
clinleal trials and R&D activities. Interast accrued on the loans ata commerclal rate,

Since mid 2008 both the US and European entities were operationally cash neutral, the increase In
the balances after this tims largely relates to accrued intersst and tha revalustion of the loans, in line

with exchange rate movemants.

As outlined in Section 4.2, in June 2008 the Company provided in full for the intercompany loans, this
reflacted the fact the initial sat up costs were desmed not to be recoverable. '

Trade debtors rejate solely to the amounts outstanding from the two Australian hospitals currently
$190K of the total trade debtors of $197K have been collected during

utilising the LVA technology.
_ the Administration and has been banked to the Administrator's Ventracor Ltd bank account.

7.1.3 Cash in Hand and at Bank _ _
At tha time of our appointmant, the Administrators took cantro! of the Company's banking facilities,
transferring the cash balances fram the Australian and overseas bank aceounts controlled by the
Company into the Administrator's Ventracor Ltd bank account. The balance of cash on hand and at

bank on 19 March 2009 was approximately $2.8M.

There remaing a further $350K that ls currently held in the pre appointment bank account as cash
collateral agalnst the pre-administration cradit card facility and bank guatantee with respect to the
leasa of the Chatswood pramises. | anticipata that these monies wil eventually be collseted in full.

74.4  Stock on Hand and Work in Progress
the combined value of stock and WIP at the tims of

The Company’s stock records show that
timate the realisable value to ba $520K lower than book

appolntment was $5.4M, the Directors es
value. .

" 'Book Valug~: " Estimated
S Roalisahla
o .Value

- Stock and WP -

Coggon. 0 000

Stock on Hand 3,458 2,930 |
WIP 1,084 1,984
TOTAL 5,441 4,922

The reduction in the realisable valus of stock on hand (finished goods and raw material stock) is
raflective of the writs down in value of LVA4 finished stocks to a salvageable valus, following tha Field
Safety Notice issued in February 2008. The directors have estimated that all remaining LVA4 WIP
stock can bs utllised In future production, Further commentary relative to the Stock/WIP is outlined in
Sactlon €.3. :

To date, only a small aumber of retention of title claims hava baen received, with thsee having bsen

addrassed to the satisfaction of tha partles.
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Although sales have been minimal during the administration period, significant time has baan spent in
preserving value in WIP, by ensuring production decislons will provida the greatest flaxdbllity for the

continuity of the business.

f.1.5 Plant & Equipment
~ A summary of the plant and equipment is presented below;

Plant and Equipment Book Value - Estimated
Realizablc

Value

5000

Produetion Plant and Equipment - 3,639 3,639
Electronic Equipment 785 786
Leasehold Improvements 270 270
Othar 108 108
TOTAL 4,702 4,702

Tha' majority of the production facilities and equipment Is subject to 150 requirements, in order to
retain these standards plant and equipment has continued to be subject to pariodic maintenance.

The diractors’ estimats of realisable value is based upon a possible sals of tha assets to a single
. party on an in-situ basis. In the evant that there was 1o be a break-up sale of the businass / plant and
equipmient It is estimated that the equipment may realize between 10-30% of the Book Valus,

7.1.6  Other Assets
Other assets consist of prepayments, investments in subsidiarles and a bank guarantse.

Of tha NBV of $682K, approximately $180K Is forecast by the Directors to be recoverable primarily
from satisfying a property rental guarantes, this guarantee ralates to cash hald by the bank against a
guarantee issuad to the landlord of the Chatswood pramises. No forecast return is expected from the

$500K of prepayments.

7.1.7  Priority Creditors
The estimate of the priority claims owad to amployses as at the dats of Administration ls as follows: .

Total
Employce
Entitfements

Employee Entitlcments

5000
Wages and Expsnsas 0
Suparannuation* 0
Annual Leave 838
Long Servics Leavs 238
Redundancy 0
Pay In Lleu of Notice 0
TOTAL 1,172

* Following review of the payroll records, | have identifled an amount of appraximately $76K due fo employees in respect of

Superannuation for the period of March 2009,
Paas 90
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In the event of liquidation, admitted employse claims are afforded priority of repayment pursuant to
Section 556 of tha Act. '

‘Excluded Employees®, which Includes company directors and thelr spousss,

The Act provides that
riority claim of $2,000 for unpaid wages and $1,500 for

are each rastricted fo a total maximum p
annual leave entitlements.

Amounts owed to Excludsd Employees that exceed the statutory cap for wagss and superannuation
and annual leave/long service leave, and all payments owing In respect of retrenchment, being
redundancy and payment in liau of notice, rank parri passu for dividend with unsacured craditors.

Further dstalls on the estimated employee entitiements, are provided in Ssctlon 8.

7.1.2 Contingent Liabilitles
The Directors have identifled the bslow contingent liabilitiss:

Estimated -
Contingent
- Liability -

Cantingent Liakilities

5000

Commercial Ready Grant — Feders! Government 2,800
Retention Payments 81
Cowen & Co 1,788
AEN Amro Morgana 500
TOTAL 5180

The Commercial Ready Grant relates to government funding of a spacific rasearch project. Present

indlcations are that unless relevant intellectual property is transferred without consent, the
government has indicated that it may not demand rapayment of the Grant. This position may vary in
tha event that there was no sale of the business and the Company wera to procesd to fiquidation,

Retention payments relate to loyalty incentives for various smployees. These retention commitments
have time based milestones which are unlikely to be met.

Cowen & Co and ABN Amro Morgans acted as the Groups financial advisors/facllitators during the
capital ralsing and sale exarclses undertaken during 2008/2009.

Despita the failure to achisve a sala of business ai the time, Cowen & Co's confract provides. for afee
to be paid of US$1.125M on a sale of the Company or its underlying assels.

The contingent liability with ABN Amro Morgans relatss to $500K becoming payable if g sale of the
business takes piace in the 6 months from engagement, with this period explring in May 2008.

74.9 Unsecured Credltors
Based on the books and racerds of the Company, the liability to unsecursd creditors as at the date of
Administration was estimated to ba $1.564M, This in general reflacts an average ageing of

approximately 34 days on these operational expenses.

All creditor claims, in tha event of a dividend being declared be subject to the recelpt and adjudication
of formal proofs of debt from creditors.
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8. Administrators’ Investigations

The Act requires an administrater to carry out praliminary invastigations Into a company's business,
propsrty, affairs and financlal circumstances, Section 438A of the Act requires an adminigtrator to
Investigate the affalrs of the company and consider the existence and impact of possible courses of
action that may be available to the company and In particular, those that may be avallable in the event

of liquidation.

As outlined above, as a resuit of the legislative timetable associated with a Voluntary Administration,
the Investigation into these issues is by necessity brief and the results are at besta preliminary

assessment.

A more detailed Investigation of the relevant issues, which would be conducted In the coursa of
liquidation, will better assass the significant lssues and the possibla financial impact to the creditors of
tha Company. In this context the investigations of a Voluntary Administrator Into the business
property, affalrs and finanelal circumstances of a company primarily focus on insolvent and voidable
transactions or other amounts that may be recoverable by a liquidator pursuant to Part 5.78 of the
Act. Further, investigations centre on traneactions entsred Into by the Company that a Liquidator
might seek to vold or otherwise challenge in the avent the Company is wound up. Investigations
aliow the Administrators fo advise creditors what funds might become available to a liquidator such
that creditors can properly assass whether to accept a DOCA proposal or resolve to wind up the

Company.
Funds racovered would be available to the general body of unisscured creditors,

A liquidator may recover funds from each type of veldable transaction detailad in this report. A deed
administrator does not have recourse to these voldable transactions. A liquidator may also recover
funde through other avenues, for example, through action seeking compensation for ingolvant trading.

An adminlstrator ig not obliged to carry out investigatlons to the same extent as a liquidator, A
llquidator may require further detailed investigations including where ralevant, the conduct of public
examinations of relevant Company officars bafore forming a concluded view on any racovery action.

| have Investigated matters {o the extent possible in the time available, The dividend estimate in a
liquidation scenario set out in Saction 9 of this report reflects the projected outeome of these

investigations.
The Administrators’ knowledge of the Company’s affalrs comes principally from the following seurces:

The diractors’ Statement and a detalled questibnnalre concerning the Company's affairs prepared
by the diractore. :

» Discusslons with tha directors and thelr advisors.

A search of the ASIC records relating to the Company and any related entities.

s Searchas obtainad from the RTA and the Land Titles Offica.

An examination of tha Company’s books and records including its financial statements and
management accounts.

Pane 39
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8.1 Company's Solvency

8.1.1 Overview
An essential slement the recovery of funds by a Liquidator thraugh the voiding of certain transactions
or through other legal action, such as seeking compensatlon from Directors for ingolvent trading, Is

detarmining the Companies’ solvency or otherwise at the relevant time.

Establishing insolvency is & complex matter dua In part to the complexity of corporate ffnancial
transactions and the lack of clear praseriptive legal authority on proof of insclvency.
Notwithstanding, there are two primary tests usad In determining a company's solvency, at 2
particular date; namely: :

¢ Balance shest test;

e Cash flow or commercial test,
The Couris hava widely usad the cash flow or commercial test in determining a company’s solvency
at a particular dats. |

Section 95A of the Act also contains a definition of solvancy. That definltion reflects the commereial
test In stating that a person is solvent i, “the parson Is able to pay all the parson's debts a8 and when

they becoma due and payable”.

However, the commercial test Is not the sole determinant of solvency. Datermining golvency derives
from a proper consideration of a company’s financial position in ifs entirety and In the contaxt of
commerclal reality. Relevant Jesues include, but are not limited to, the following:

» The degres of lliquidity. A temporary lack of liquidity is not conclusive;

» Regard should be had to:

o cash resources,
o monles available through asset realisations, borrowings against ths security of asssts or
equity/capltal raising.

« All of a company’s assets might not be relevant when consldering solvency. For axample, where
a company proposes selling asssts which are essential fo its business operations, the proceeds of

thoss assets should not be {aken into account.

» The voluntary and temporary forbearance by creditors hot to enforcs payment tarms;

It is not appropriate to base an assessment of whether a company can meet its liabllities as and when
they fall dus on the prospact that a company might frade profitably In the futura.

In summary, it is a company's ability using such resources as are available to it through the use of its
assets, or otherwise, fo meet its debts as they fall due, which Indicates solvency.

ra
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8.2 Preliminary Determination

. My preliminary determination is that the Company was not insolvent at the date of appolhtment. In
conjunction with my discussions with management | have conducted the following prellminary

investigations to substantiate this position:

Net asset and working capltal analysle on a Group and Cumpany' basls.

Comparative review of the Company’s aged payables for the 6 months preceding my
appointment. A

A praliminary review of the Company's operational banking faciliies.

A review of any statutory and tax commitmants outstanding.

The table below shows the working capitél and net asset position of the Company for'tha 4 years
preceding my appointment. # can be seen that in the relevant perlods the Company had both

sufficlent working capital and substantial level of net assets.

June 07 June DB -Feb 09

Ealance Shoct Summary

S'B00 ='000 £'000
Current Assets 50,728 72,658 21,183 12,687
Current Liabiliiss (3,070) (5.187) (4,500) (2,008)
Working Capital 56,688 67,519 16,663 14,862
Non Current Assets 8,389 7,674 Bazl | . 4848
Nan Current Lisbllities (108) (172) (432) (234)
NetAssets . 85,442 75,021 22662| 16,304

* The above position Includes Infercompany Loans

As outlined above, determining a date of Insolvency is an essentlal preliminary threshold to the
assessment of any realisations that may be avallable through recoverles of voldable transactions as
detailed in Section 8.4 of the report. On the basls of my preliminary investigations that the Company
was not Insolvant at the date of Administration, as a consequence, at this time there is estimated to
he no recoveries avallable o creditors with respect to antecedent transactions in the event that the

Company is liquidated.

8.3 Presumption of Insolvency - Inadsquate Books and Records
ate books and records in accordance with Section 286 of the Act
on of Insolvency under Section 588E of the Act. A liquidator ean rely

Failure to keep or retaln adequ
provides a rebuttable presumpti
* on the presumption of insolvency in litigatlon including:

. Compensatldn claims' arising from Insolvant frading; and,

» Recovery of voidabls transactions from related entities.

The presumption cannof bé relisd upon in ths recovery of unfair preference from an unrelated entity.
the Company maintained adeqﬁate books ahd records in accordance with

My preliminary visw is that
Section 288. Accordingly, the presumption of insolvency under Section 58BE would not ba available,

[ P T |
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8.4 Voldable Transactions

8.4.1 Unfair Preferences
A payment to a creditor is preferential if it |s made at a time when the Company Is insolvent and it
results in the recipient raceiving a graater return than they would recaive if the payment were sot

aside snd the creditor lodged a clalm In the liquldation.

Should a liquidator establish any such unfelr prefersnce payments, these amounts may ba recoupsd
thereby Increasing the funds available to ordinary unsecured creditors, If a creditor disgorges &n
unfair preference payment to a liquidator, the creditor is entitled to prove for dividend. Therefora,
whilst recovaring an unfair preference incraases the pool of funds available to creditors, it also

increases total craditor elaims.

| have reviswed the Company's cashbooke and other relevant racords to dstsrmine whether any
creditor may have receivad an unfair praference. Our preliminary Investigation into the Company’s

affalrs does not reveal any unfair preference payments.

8.4.2 Uncommerclal Transactions

A transaction Is an uncommerclal transaction if it is made at a time when the company is Insolvent
and It may be expected that a reasonable psrson In the company’s circumstances would not have

antered into tha transaction having regard to:
» The benefits or detriment to the company of entering Into the transaction;
» The prospective benefits to other parties to the transaction upon entering inte it.

Should a liquidator establish any stich uncommerclal transactions, those transactions may be set
asida and whers a recovery is effected it would incrsase the funds available to érdinary insscured

creditors in any resultant liquidation.

My preliminary Investigations do not disclose any transactions of an uncommercial nature which may
lead to recoveries by a liquidater In the event that the Company is wound up.

8.43 Unfair Loans
Section 588FD provides that a loan to a company Is unfalr If the interest and charges are extortionata.
In considering whether interest and charges are extortionats, ragard must be had to:

+ Risk the lander is sxpased to;
» Value of sscurlty;

s Torm;

» Repayment scheduls;

» Amount of loan.
Based on my Investigations io date, the Company was not a party to any unfair loans.

- e




No. 4638 P 29

il

29. May. 2009 17:53

8.4.4 Unreasonable Director-related Transactions
Pursuant to Saction 588FDA of the Act, a transaction Is an unreasonable director-ralated transaction

of a company If:
The transaction is & payment, transfer of properly, lssue of securities or Incurring of an obligation
. by the company;

Mada to the diractor or closs associate of the director; and

A reasonable persen In the company's cireumstances would not have entsred ints the transaction
having regard to the bensfit or detriment to the company or other parties.

Should a liquidator astablish any such transactions, they may be set aside thereby increasing the
funde available to unsecured creditors. :

tions have identifiad that the only matsrial diractor related transactions to

he director's remuneration as outlined in the Annual Report to members, and

My preliminary investiga
my preliminary investigations do

have occurred relate fo
approved by members at tha annual general meetings. Accordingly,

~ not reveal any unreasonable dirsctor related transactions.

8.4.5 Obstruction of Craditors’ Rights
Sectlon 588FE of the Act provides for the voiding of transactions deslgned to defeat, dalay or interfere

with crediors rights,
My prelimInary investigations do not disclo_sa any such transactions.

8.5 Insolvent Trading

8.51 Directors' Liabliity

Section 588G of the Act Imposes a positive duty upon company diractors to pravent insolvent trading.
If a director Is found guilty of an offence In contravening Ssction 588, the Court may ordar him or her
to pay compansation to the company equal to the amount of loss or damage suffered by the craditors
of the company. ‘

ha directors’ one of two types of civil penalty orders. The first can
g directors from particlpating in the
nviction, a director

The Court may also impose upon t
include a fine not exceeding $200,000 or an order prohibitin

management of a company. The second, where thera is criminal Intent and a co
could alse be imprisoned for up to five years or and/or fined.

ASIC usually applles for eivil penalty orders while applications for compensation payable to the
company are usually mads by a liquidator, orin specified circumstances a creditor. The substantive
elements of Sectlon 588G are: )

A person must bs a director of a company at a time when the company incurs a debt;

» The company must be insolvent at that time or becomas Insolvent by Incurring the debl;

The director must have reasonable grounds for suspecting that the company is Insolvent or would
so become Insolvent by incurring the debt; :
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Summarised below are -tha defences contalned in Section 588H:

The diractors relled on another parson to provide Information about whether or not the company
was solvent;

The directors wera ill or for some other good reason did not take part in the managamant of the
company,

» The directors took reasonable steps to prevent the Incurring of the debt.

A liquldator must form an oplnion as to the date the company bacama Insolvent and determine the
debts incurred from that date; thereby quantifying the loss to the company.

Based on my prelimlnary determination in Section 8.2 of this raport, | am of the opinion that there are
no grounds to pursue the directors for insolvent trading as at the date of appointment praliminary

invastigations Indicate that the Company was not insolvent.

Notwithstanding the above, should a liquidator be appolnted and where further evidencs comes to
light which may Impact this preliminary conclusion, it may ks nacassary, for the liquidators to liaige
with creditors with a view to progressing relevant Investigations, including but not limited to a public

axamination of kay personnel.

In this contaxt, the costs of proceeding with an Insolvent trading action must ba -mnéldered as would
the financial capactty of the directors to discharge any judgement which may be obtained against
them. Further commentary on thls Issue s outlined in Section 8.7.

Presently, the resulis of the praliminary lnvestlgatluns suggest that there ara no grounds to warrant an
ingolvent trading action.

8.8 Director Dufies
Basad on the preliminary investigations, | have not idsntifled any breaches by the directors of thalr

statutory or fiduciary dutiss.

8.7 Other Matters Arlsing from Investigations

8.7.1 Avoldance of Employas Entitlemants

Provisions contained In Part 5.8A of the Act commenced opasration on 30 June 2000 and aim to
protect the entitlements of a company's employeeas from agreements that delibsratsly defaat the

recovery of those entitiements upon insolvency.

Under section 596AB(1) of the Act, it is an offence for a person to enter info a transaction or relevant
agreament with the intention of, or with Intentlons that include:

» Praventing recovery of employse entitiements; or

Significantly redueing the amount of employea entitlements recoverable.

The offance created in Part 5.8A Is not limited to a company's, diractors, offlesrs or amploysss. The
section Is applicabls to any indlvidual regardless of their relatlonship to the company or employees.
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If a breach Is proven, Part 5.8A providas for the imposition of both criminal and civil panalties. Under
8596AC(1), a civil panalty, in the form of compensation, is available to employees where:

. Section 598AB(1) is contravened;
+ The company ig being wound up; and,

s Employses suffered loss or damage.
It should be notad a company need not have been insolvent at the time.

A liquidator may take action to recover compensation as a debt due to the company. Employsss
would have priority to the compensation under s558 of the Act.

Whlle the liguidator has priority standing te take the actlon for any contravention, an employee may
sue directly for compansation in certaln circumstances pursuant to s5965AF(1) of the Act.

Based on my preliminary investigations, there does not appsar to be any contravention of Part 5.8A
by any person. -

8.7.2 Falsiflcatlon of Books
Pursuant to Sactlon 1307 of tha Act, it is an offence for a person o engage in conduct that resuilts in
the concealment, destruction, mutilation or falsification of any sscurities of or belonging to the

company or any books effacting or relating to affairs of a company.

If a braach is proven, Part 9.4 of the Act provides for crimine! penalties only. Therefore, any breaches
of Section 1307 will not result in racovery of fundsa by a liquidator.

My preliminary investigations do not revaal any avidence of falsification of books.

8.7.3  Falsa or Misleading Statements

Pursuant to Seclion 1308 of the Act, a company must not advertise or publish a misleading statement
regarding the amount of its capital. It is an offenca for a person to make or authorise a statement
that, to the person’s knowledge, Is false or misleading in a material particular.

If a breach is proven, Part 8.4 of the Act provides for criminal penaities only. Therefora, any breachss
of Section 1308 will not result in recovery of funds by a liquidator.

My preliminary invaétlgations have not revealed any evidsnce of any false or misleading statements.

874 Falas Infn_rmation

. Pursuant to Ssction 1309 of the Act, it is an offence for an officer or employee to make available of
giva Information to a director, auditor, membsr, debenture holder, or trustee for debenture holdars of

the company that Is to the knowladgs of the officer or employee:

(a) False or misleading In a particular mannsr, or
(b)  Has omiited from it & matter the omission of which renders the information misleading in &
matarial respact.

If a breach is proven, Part 9.4 of the Act provides for criminal penaltiss only. Therefore, any braaches
of Saction 1200 of the Act will not result in any recovery by a liquidator.
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My preliminary investigations do not reveal any evidence of any false information.

8.7.5 Conclusion

As a rasult of the praliminary Investigations, | have estimated that there are not likely to be any
actions available to a Liquidator for the future benefit of creditors. It should be noted that the results
of these preliminary investigations do not praclude ASIC from conducting its own independent
enquiries into the affairs of the Company and its officers and where appropriate initiating relevant
procesdings to recover monles for the benefit of craditors and/or fo seek banning orders agalnst
Company officars. As at the date of this report, we are not aware of any Investigation and/or action

having been inltlated by ASIC In this regard,
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9, Creditors’ Options, Dividend Estimates & Cost Estimates

. Pursuant to Saciion 439A(4)(b) of the Act, | am required to provide creditors with 2 statement satting
out my opinlon on whether It is in the creditors’ Interests for the:

» Administration to end;
» - Cornpany o be wound up; or

» Company to executs a DOCA.

In forming an opinion, it is necessary to consider, amongst other relevant issues, an estimats of the
dividend ereditors might expect, and the liksly costs under each option. The relevant optlons/
considerations with respect to Ventracor Limited are as follows:

» Administration to End,

» Shareholders DOCA;

« Sale of Assats — Winding Up;

o Sals of Asssts — General DOCA; and

» Winding Up Absent a Sale,

Details with respect to each of these options Is outlined below.

9.1 Administratlon to End
Creditors may resolve that the administration should end if it appears tha Company Is sclvent or, for
some other reason, control of the Company should revert to its directors. .

Based on my praliminary investigations ineluding an analysis of the available financia!l information, the
current book value of the Company's assets are In excess of its current llabilities (excluding
claims). This however is not the sole determinant of a decision as to whether the

contingent _
ian should end. The Board of Diractors’ concluslon that the Company was likely to

Administrati
bacome Insalvent remains relevant, Having regard to the projected financlal posttion, there are

insufficient assets to address accrued, contingent and future liabilitlas. As a consaquance, under
thess clrcumstances it i not appropriate to recommend that the Adminlstration should end.

The prospect;a of addressing the current and future claims of creditors as wall as the assets

associated with eontinuing the operatiens of the business have te the extent possible been addresssd
in the options assoclated with the Gensral DOCA as well ag the possible sale of the business assets.
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DOCA proposal, details of which are attachsd to the report as Annexure
at an option under the proposal may be to retum control of the Company
reconstituted board on the premige that creditors will be paid in full. Whilst
a more detailad commentary on this specific proposal is provided at Section 9.2, in summary at this
polnt In time the Sharsholder DOCA provides minimal detail in raletion to key aspects of the proposal.
As such, wa are unable to recommend that the Adminlstration should end and control of the Company

revert to the board of dirsctors.

As part of the Sharsholder
B, it has been suggested th
to the existing, and In turn,

" 9.2 Proposad Shareholders Group Deed of Company Arrangement

On 13 May 2009, | was provided wlth an Altemative DOCA Proposal ("Sharsholders DOCA”) from
what is deseribed as The Sharsholders Group. This Shareholders DOCA was provided as an update
to the initial DOCA Proposal put forward by The Shareholders Group on 20 April 2009. A copy of the

revised Shareholdere DOCA has been attached as Annexure 3.

Our comments in relation to the Shareholders DOCA are as follows:

s The objective of the Sharsholders DOCA is to pay all creditors (including those of the subsidiary
This is consistent with the cuteome for creditors provided by the

entlties), 100 cents In the dollar. ‘
General DOCA outlined In Sections 8.3.1 and 9.3.2 respectivaly.

Liquidation and
The Shareholders DOCA indicates that the funding available Is limited to $12M and would be
provided principally by four “comergtone investors”. Tha proponents of the DOCA have Indicated
that they have been unable to quantify the amount of working capital raquired to fund the buglness
going forward. Notwithstanding the DOCA as presented does not address how the funding for the
buglness golng forward may be sourced gther than to suggest that the broader shareholder group
will agaln be requested to consider the provision of working capital by way of a further SPP and/or
capltal raising process. This observation is relevant in both optlons outlined in the Shareholder
DOCA. In both scenarios, it suggests that thera would ba a continuation of the business, the

future funding for which Is not outlined with any specificity.

# The Sharsholders Group has not provided the Administrator with 'the identity of thalr proposed
semerstone Investors or conflrmation that the $12M Identified in the Shareholders DOCA has

besn ralsed and js presently available to complete a transaction.

There s no nomination for the appolntment of a Desd Administrator to preside over the proposed
Shareholders DOCA. The current Administrators have not been requested fo consider acting or

to consent to act as Deed Administrators.
DOCA is that the Funders and Ventracor enter info a

Deed of Prlority to provide the Funders with a 1% ranking Fixed and Floating charge over the -
assats of Ventracor in relation to any amounts loaned under the DOCA. The effect of creating
such a charge would be to provide the Funders with first right of racourse to the Fixed assets of
\entracor, as opposed to the current position whersby employees hava priority over the funds
raalised from all assets of the Company. The terms of the loan have at this time not bean

particularised.

s A condition precedent of the Shareholders

™. ™mJd
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e There are numerous references throughout the Shareholders DOCA to an allegad restriction on
the access to books and records of the Company and accordingly they have Indicated that further
due diligence will be required with respect to the sallent compenents of the offer including
projectad cashflow, and creditor claims. As outfined in & latter from our legal advisors (Clayton
Utz) to the Sharsholders Group lsgal advisors (Tumer Freeman) on 18 May 2009, the allagation
of restricted access was re-affirmed as inaccurate as the advisors to the Shareholders Group
have been provided with substantial amounts of historical Information under a documented

Confidentiality Agreement.

On & May 2009, an &-mall was serit to Mr Louttlt outlining the legal impediments to, and the
Administratore’ concerns in relation to making inherently unrsliable cash flow forecasts available
(which, due to disclosurs obligations may ultimatsly have been required o be released to tha
market at largs). The proposed solution put to Mr Louttit by the Administrators to enabla him

access to the Information was declined.

Notwithetanding this, on 8 May 2009, with the exception of cash flow projactlons, all Information
requested by the Shareholders Group advisor (Jamieson Louttit) for the purposes of preparing the

Shareholders DOCA, was provided by the Administrators.

At the time of Issue of this report, 1 am not awars as to whethe!’ a responsa to the Clayton Utz
[etter of 18 May 2009 has been issued by Turner Freeman.

In genaral terms | have requssted clarification from The Shareholdsrs Group as to what
machanism the DOCA proposes relaive to the proposed sharsholders meeting and possible
termination of the Veluntary Administration (sontemplated on Pags 5 of the Shareholders DOCA).

At the time of Issue of this report, | am yet to recaive a response.

I have also requested clarification of The Shareholders Group strategy with respect to the
proposed removal of the Company's suspansion notlea on the ASX (given the cleansing notlce-
and/or prospectus issues requirements dependent on this). At the tims of lssuing this report, | am

yet to receive a responss,

A term of the proposed Shareholders DOCA is that Mr Peter Crosby (former CEO of Vantracor) be

. offered re-employment on tha same terms as his previous employment with Ventracor, as if he
had not had his employment terminated, on the basls that all amounts relating to Mr Crosby’s
termination ars walved. Glven the level of shareholder dissatisfaction expressed to us in relation
to Mr Crosby, this wa understand Is aimsd at reducing the unsecurad creditor pool, however, Mr
Crosby has indicated that he is not inciined to aceapt an offer of re-employment.

In addition, the Sharaholder DOCA also proposes that employees terminated during the
Adminietration period may be offered re-employment on the same terms of thalr previous
employment with Ventracor, as if they had net had thair smploymant terminated, on the basis that
all amounts relating to thelr termination are waived. Employes consent to such a compromise
would therefors be a further condition precedent, and it Is, at present, unclear as to whather theze

amployess would aceapt such a compromiss,
It should be recognissd that for the purposes of providing = somparigon, the Sharsholder DOCA also
assumas the treatment of all creditors on a Group basls. Our estimated retumn fo craditors based on
tha terms of the Sharsholders DOCA is set out below:
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) eqimated Return to Credltors Ansmg from the Shan:hnlders DDCA

ESTIMATED GROUP GASH AVAILAELE AT PRDFQSED DATE DF DOCA

ADD: ESTIMATED PROCEEDS FROM PROPOSED DOCA

| ESTIMATED CASH AVAILABLE TO MEET GROUP LIABILITIES

LESS: CASH REQUIRED TO éXTINGUISH SUBSIDIARY LIABILITIES
ESTIMATED CASH AVAILAELE TO MEET VENTRACOR LTD LIABIL-ITIES
ADMINISTRATOR'S & BEED ADMINISTRATOR'S FEES AND COSTS

Estimatad Trading Liabilities, Accruals & General Contingency
Administretor's Remunaration end Disbursemants (includes estimated future)

Deed Administrator's Remuneration and Disbursements (estimated future)
Legal Fees and Disbursements (includes estimated future)

ESTIMATED CASH AVAILABLE TO MEET PRIORITY EMPLOYEE CLAIMS

ESTIMATED PRIORITY EMPLDYEE GLAIMS IN THE EVENT OF A POCA

ESTIMATED CASH AVAILABLE TQ MEET KNOWN UNSECURED CREDITORS

Trade Creditors snd Accruals at date of Administration

Uneecured Component of Employes Entllements
Estimated Contingent Liabililes expected to crystallise in the event ofa DDGA

TOTAL KNOWN UNSECURED CREDITOR CLAIMS

3 534

5,433

12,967

(4,889)

8,018

(822)
{530)
(250)
(500)

(2,132)

{426)

8,441

(1,353)
(1,380)
(2.134)

(4,867)

* Whers a Shareholders DOGA is exscuted, I s not proposed that there wiil be an immediate retum ta sharcholders.
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9.3 Sale of Assets ~ Through a Winding Up or General DOCA

As outiined in Sectlon 8.4 of this report, subsegquent to our appolntment | made contact with those
partles who had expressad a possible Interest In the Company but for whatever reason did not
progress the matter at that time. In addition to re-engaging with the partles identified from the
Company’s sale process we have also, whers appropriate, engaged with additlonal partles who since
commencament of the Administration have Indicated an intersst in the assets of the group. At this
point in time this “Interest” has essentially not progressed beyond an exchange of confidentiality
agrsements and at this time additional options are not availabla for assessment and commentary.
Given tha current limited available resources by which to sustaln the Company's/Group’s operations,
further significant time is not available to simply explore whether this preliminary intersst matsriallses

to provide for further options for consideration by the Company's creditors.

Following this process, Siqro Inc. agaln was the only company who actively re-engaged and has
submittsd an offer to acquire the business assets. | have progresssd negotiations with Slgro to a

point that on 24 April 2008 | entered Into & non-binding, non-exclusive Heads of Agreement with Sigro
Inc. in relation to tha possible sale of substantially all of the assets of the Group. The sallent terms of

this “agresment” are outlined below:

The offer to buy reflacts an assst purchass across all active Ventracor Group companies (nota
businass acquisition), including:

o Goodwill;

o Al plant and equipmant;

o Allinventaty and work In progress (excluding, if Slqro Iné. wishes, L\VA4 finished goods);

o The bensfit of substantially all supplier and distributor coniracts, leases and licenses; and

o The transfer/assignment of key Intellectual property and key premises [eases.
Continuity of smployment for most employess, with contractor arrangemenits to be offered to
certain other employees.

Sigro Inc, to use its best endeavours to obtain commitisd finance shortly following execution of the

Heads of Agreement.
s Conditions ﬁrecedent to the transaction include:
o Anassignment of key premises leases;

o Transfer/assignment of key iniellectual property; and
o Assignment/novation of key business contracts.

Purchase price of US$8M (an increase of US$2M on the initial offer).

Since exaclition of the Heads of Agresment, there have been ongolng discussions with executives of
Sigro Inc., primarily to ensure that the required finance had been ohtalned and to confirm Slaro’s

capaclty to complete the proposed transaction.

During this process, Slgro has recognisad the importancs of ensuring that thelr funding extend
beyond that required to simply acquirs the buslness, and accordingly they have pursued funding from

Pane 34




29. May. 2009 17:55 No. 4639 P 1/53

their investors to enable them to hava working capital to continue the operations going forward in the
event that they are the successful purchaser. :

On 1% May 2008, Sigro provided us with a copy of a US$40M term sheet executed by their lead
investor outlining & commitment of US$10M of the investment, with Sigro indicating that this
commitment will enable them to finalise the balance of their targated capital commitment prior'to the
completion of a transaction. As &t the date of this repori, Sigro have indicated that they have

comimitted funding in placs of between US$28-32M.

On the basis of thelr due diligencs, quro expect that this funding will provide sufficient cash fesources
to trade the Group for a minimum of 12 monthe (June 2010), excluding any further investment which

may ba secured in tha Interim.

Negotiations with Siqro have progressed to the stage where we have issued a Draft Sale Agreement,
the terms of which ara currently being considered by both parties. In the period bstween the issulng
of this report and the second meeting of creditors, It Is our intentlon to progress these negotlations to
the extent possible to whers a Sale Agresment has been agreed and where possible executed
conditional on the decislon of creditors at the second meeting relative to the Company's futura.

In addition to the abovs, | am also in advanced discussions with Sigro regarding the possibility of
sacuring "bridging finance” given the current limited cash resources of Ventracor Ltd. On the
expactation that there will ba a delay betwsen any exchange of a Sale Agreement and complation of
& transaction principally to facilitate completion of the conditionis precedent and to effect the
necessary funding drawdowns (Sigro have indicated a likely completion date of 12 Juna 2008), Sigre
has racognised that thare will be a level of funding required in order to maintain the viability of the
Group through to completior. | expect to progress these discussions such that, congistent with the

approach In relation to the Sale Agresment, any bridging finance arrangement can be agreed and
executed, panding the resolution of creditors at the second meeting. | will where appropriate update

creditors on these issuss at the time of the meeting.
It should be noted that whare an agreemant'ls not reachad with respact to the bridging finance and

tha estimated completion remains In line with the timeframe outiined abovs, It Is unlikely that the
Company will have the cash resources to continue to trade without impacting the =ale or at best

- materially adverssly Impacting tha projected returns.

Given the general nature of the prospective sals, there are two options through which thers can be an
axecution of the propossd sale to Sigro Ine. In this particular external administration situation:

I) To resolve to wind up the Company (l.e. place it into Liquidation), with the sals to be
completed by the Liquidator; or

i) To resolva to execute what we have described as a Ganeral Desd of Company Arangement
(“Genaral DOCA), proposed by the Administrators of Ventracor, with the 2als to be executed
by the proposed Deed Administrators.
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Further detalls of these two alternatives, and the projectsd retuns to creditors in each scenario are
provided below.

831 Sale of Assets - WindIng Up {Liquidation)
Wheres a Deed of Company Arrangement is not approved at the second meeting of creditors, the most
likely outcome is that the Company will proceed to | lquidation. .

Bésad on the cutrent terme as discussed/negotiated with Sigro the liquidation of thé Company will not
ator from proceeding with a sale of the assets. The analllary effect of the appointment

that a Liquidator has the power to pursue recoveries relating fo antecedent
o to an Administrator or a Deed Adminlstrator.

prevent a Liquld
of a Liguldator is
transactions, a course of action not availabl

Notwithstanding the impact of a liquidation, our preliminary investigations do not presently indicate
that a liquidation will result in any greatsr ratum to ereditors, Our estimated rsturn to creditors
(employees and unsecured) In the case of Liquidation and a sale to Sigro substantially in the form of
the terms of the Heads of Agreement is outiined below.

t offer by. Sigro is based on an acquisition of key

is time none of the subsidiary

Importantly, it needs to be undsrstood that the presen
d sale sach

assets across all subsidiaries as well as Ventracor Limited. Atth
" companies ars the subject of any formal insolvency, and as such, to facilitate the propose

subsidiary will nsed to be a party to any sale.

to enable tha end benefit to acerue to the creditors of Vantracor Limited we nead to

tlon relativa to each vendor subsidiary, At this time and given the
estimated outcome of the sales procass, it is gstimated that all Group craditors can ba treatsd equally
in tarms of projected returns in that 100 cents in the $ Is estimated to be avaifable to both subsidiary
creditors and craditors of Ventracor Limited. This would not be passible but for the co-operation of

tha subsidiaries.
Obviously at this point In time these ara best estimates and may be subject to variation having regard
to the final sale outcomea and final admitted creditor claims.

Consaquantly,
take account of the creditor posi
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ESTIMATED GROUP CASH AVAILABLE AT PROPOSED DATE OF SALE

ADD: ESTIMATED PROCEEDS FROM PROPOSED SALE OF BUSINESS
Less: Proposed Adjustments to Purchase Price for Liabilities Assumed.
Add: Recovery upon Replacement of Bank Guarantee

Add: Estimated Future Recaveries of Outstanding Group Debtors
ESTIMATED CASH AVAILAELE TO MEET GROWUP LIABILITIES
LESS: ESTIMATED GASH REQUIRED TO EXTINGUISH SUBSIDIARY LIABILITIES

ADD: ESTIMATED RECOVERIES FROM VOIDABLE TRANSAGTIONS
ESTIMATED CASH AVAILABLE TO MEET VENTRACOR LTD LIABILITIES

ADMINISTRATOR'S & LIQUIDATOR'S FEES AND COSTS

Estimatad Trading Liabllities, Accruals & General Contingency
Adminlstraters Remuneration and Disbursamants (Includes estimated future)
Llquidator's Remuneration and Disburaamants' (=stimated fture)

Lagal Fase and Disbursements (includes astimated future)

ESTIMATED CASH AVAILABLE TO MEET PRIORITY EMPLOYEE CLAIMS

ESTIMATED PRIORITY EMPLOYEE CLAIMS IN THE EVENT OF A SALE

ESTIMATED CASH AVAILABLE TO MEET KN!.;JWN UNSECURED CREDITORS

Trade Credilors and Accruala et date of Administration
Unsecurad Component of Employee Entitiements

Eetimated Contingant Liabllties expected to crystallise on a Sale *
TOTAL KNOWN INSECURED CREDITOR CLAIMS

ESTIMATED SURPLUS AVAILABLE TO SHAREHOLDERS

. Estimated Return fo Créditors Arising from Sale of Assets Through Liguidation - @ - °

3,434

10,457
(1,003)
178

8,541
387

13,343
(3,348)
0

5,094

(822)
(530)
(300).
(600)

{2,182)

7,842

{1,570)

6,272

(1,353)
(1,380)
(2,134)

(4,85

iz

1,405

* Az outlined In Saction 7.1.8 of this report, pre
$2 8M relating to the Commercial Ready Grank and a

The a-l;ove dividend calculations are an estimate oply and may changs due to;

ed with Sigro Inc is expected to be in addition fo the
sently Included In the calculations above;

« Any bridging finance that may be agre
proposed purchase price and is not pre

¢ The actual amounts re_alisad from the sale of assats;

» Total liablities once proofs of debt are lodged and adudicated upon;

sent indlcations are that the govemment will nof demand repayment of the
coordingly this has been excluded from the ahove calculation.
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» Costs of litigation whera relevant (s.g recovering assets, debtors and voidable transactions), and
o Costs of the administration and liquidation which eraditors will need to consider and approve.

In the avent of a surplus being Qeneratad from a liquidation gale, consideration would nead o be
given to effecting a refurn to sharsholders. At thls fime, this report, including the relevant financlal
analysis, does not asgess the costitiming associated with a possible distribution to shareholdérs.

9.3.2 Sale of Assets — Gensral DOCA _
As an altemativa to an immediate liquidation of Ventracor, an alternate DOCA (The Ganeral DOCA)
shovld also ba considared. This DOCA proposal would have the following salient terms: :

1. A Deed Fund would be creatsd Into which the following realisations would be paid:

a. Procaeds of any sale of the assets to Siqro or any other party as appropn‘afa;

b. Realisations from assets presently sxeluded from the proposed sale; and

o Realisatlons from the issuing of additional shares In the Company associated with any
future sale of the listed corporate entity. ' o
Under the terms of the Gensral DOCA, the option of pursuing markst Interest, if any, in the
corporate shell would eventuate only in the instance that realisatlon from the sale and other

assets dld not result In a rsturn to creditors of 100 cents in the $, and also having regard to the
commerciality of pursulng such a sale. In essencs the third proposed realisation would remalin an

option for creditars.

A distribution to eligible craditors be effected when proceads ars racelved in accordance with the
priorities pursuant to 8556 of the Corporations Act and the Corporations Regulations;

4. The Deed Administrator in conjunction with creditors and/or a creditors committse would
determine as to whether there is any markst interest in the listed corporate shell and progress

any reasonable eale;

Take all necessary steps to realiss/protect the value of any excluded assst in relation to the
proposed sle to Siqro or any other party;

In the event that a sale to Sigro does not procesd to complation it would be a review event under
the proposed General DOCA and a meeting of the creditors would be convened to consider
sontinuation of the DOCA or an immediate liquidation of the Company. If this situation arises this

possible future assat may bs a valuable component of any future dividend,
d Deed Fund facllitated a

he General DOCA would end
the Incumbent Board of

7. In the event that reallsation of available assets from the propose
payment of a dividend to eligible creditors of 100 cents inthe $, t
and any surplus from reafisations would be paid to the Company,

Dirsctors;

The DOCA would also contain general provisions to facilitate the tamlnatfoﬂaﬂension of the
DOCA, to be determined appropriate by a resolution by creditors;

ministrator are estimated to equate to that which

has bean forecast in rélatlon to the Liquidation scenarlo. However, givan the open naturs of the

proposed realisation/Deed Fund components, as It relates to the possible realisation of the
Larmmrata shall we ara unable with any dearee of esralnty to justly estimate the fea which may

9. Profassional fess and expanse of the Deed Ad
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ba incurrsd. Accordingly, we vﬁould also propose in the event that the General DOCA was to be
approved that it provide for the election of & Committse of Inspaction who would amongst other
issues, be requestsd to consider and if thought appropriate approve the remuneration of the

Deed Administrators; and

10. Steven Sherman and Peter Gothard would act as the Deed Administrators and would consent ta
such an engagement if It was the will of the creditors.

The Ganaral DOCA If approved would nead to be executed within 15 business days. It Is our opinlon
. that the General DOCA proposal doas not disadvantage any presently known craditor as the

proposed Desd Fund includes the proceeds of any sale and, assuming it completes, the meonles

would ba distributed fo eligible claimants in the ordinary course as it would be In the event the sale

completes and the Company were fo proceed to liquidation.

As the Ganeral DOCA would algo contain an ability for the DOCA to be terminated on the resolution
of creditors the consequence of which would ba the liquidation of the Company, aceordingly, any
investigative work or matter which may necessarily be progressed by a liquidator would in that case

only be postponsd and not abandoned.

. ‘The opportunlty provided by the General DOCA is to enable the Deed Administrators to ldentify,
whera possible, any interest In the listed corporata shell and assuming a commercially acceptable
arrangement Is abla to be concluded it would potentially enhanca the monies available for distribution
to creditors and potentially shareholders. Itis proposed that this course of action would only ba taken
in the event that any sale of the business asssts resulted In a dividend to craditors of less than 100
cents in the 8. The General DOCA would simply keep this optlen alive as a sale of a listed corporate

shell ls extremaly difficult in the event that the Company is In liquidation.

In thig ragard; | refar you to tha estimated flow of funds and projected ratum to craditors that has been
provided ralative to the Liquidation scenario. An indicative value for the potentlal realisation irom a
sale of the corporate structurs may range betwean $500-750K (gross of realisation costs) which
would be avallable to creditors and potentially also sharsholders as an ordinary dividend when

realised.
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Sharsholders DOCA not bs exerciged, the operations
ntly no guaranteed resources to ¢ontinue operation

- 9.4 Winding Up ~No Sale

Should the options of a sale to Slgro Inc. or the

of the Company would ceass as there are prese
and the Company will proceed to be wound up. Based upon the Information in this report, where the

Company is wound up under these circumstances,

| astimate a dividend to ereditors as follows:

Estimated Liguidation Dividend Note High
5000

ASSET REALISATIONS
Plant & Equipment 1 1,175 750
Intercompany Loans 2 2,800 2,200
Cazh 3 2,818 . 2,637
Trad= Recsivables 4 197 . 190
Invaniory 5 B44 |
Othar Assels 0 0

7.6 87117
Lass: Realisstion Costs {150) (100)
Lese: Trading surplus/(Deficit) and General Gontingency (2,000 (2.000)
NET REALISATIONS 5,481 3,677
ADMINISTRATOR'S & LIQUIDATOR'S FEES AND CO8TS
Administrators’ Feas and Disbursements (ncludes estimated fufure) (530) (530)
Legal Fees and Disburssments (includes estimsted future) : (400) (400)
Liquidators’ Fees and Disburssments ' ' " (200) (200}
ESTIMATED FUNDS AVAILABLE FOR DISTRIBUTION . 4,384 2,547
Employee Entitlements
Total Funds Avallable afier Priority Claims ' 29 o
Total Voidable Transaction & Other Recovaries 0 o
Total Funds Avalilabla to Ordinary Unsscured Craditors ' 29 0
Known Unsecured Craditor Claims *

ftems of note regarding the sbova are:

ty of Veniracor's plant and equipment is spocialised and
LVAD product, It s assumsd that realisations from the sale of

Ignificant discount {o book value,

company Loans has been calculatad glving consideration

to the financial position of the subsidiary antities, an estimate of the value of the raspeciive assets
ave been made for both a High and Low case), the

Note 1 — on the basis that the majori
customised for the production of tha
such equipment would be ata s

Note 2 —the estimated realization from Inter

within those subsidiaries (varying assumptions h
liabiltties to be axtingulshed in a liquidation scenario, and acco
rapay the intercompany loans dua to Ventracor Limited.

rdingly the likely surplus avallable to

Manm A
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o,

Note 3 —this repressnts tha cash at bank and cash on hand at the date of appointment. The variance

batwaen the Low and the High case js represented by the $178K currently held in the preo
appointment bank account as cash collateral against the bank guarantee with respect to the lease of

the Chatswood premises. In the event that the Company is liquidated and the leage Is terminated,
this amount may not be recoverable.

29. May. 2009 17:56

Note 4 — frade debtors relate'solety to the amounts outstanding from tha two Australian hospitals
currently utilising the LVA fechnology. $190K of the total trade debtors of $187K have been collected
during the Administration and have been bankad to the Adminlstrators account.

Note B — it has baan assumed that In a liquidation scenarlo where there is no sale and accordingly, no -
transmission of business, thers ig unlikely to be a market for the stock and WIP. In the High case, we
have estimated that a realisation of 10% of book value may be achleved howsver this may be

optimlstic given ragulatory considerations.

Note 6 - where the Company is wound up absent a sale of the business, It Is expected that the
amployment of all Ventracor Limited staff will be terminated. In both the High and Low cases, the
estimated amployee entitiemants reflect the estimated priority clalms relating fo outstanding
suparannuation, annusl leave, long servica leave, bonus, netice and redundancy. ‘

Note 7 - Known Unsacured' Creditor Claims include claims expected to ba triggered in the event of a
Liguldation whera there is no sale of assets/business including statutoery excluded smployee
unsecured entitlemenits (both High and Low case) and Contingent Creditor Claims and Lease

Termination Costs (Low case only).
The estimated return to ampldyee and unsacured creditors in the event that a General DOCA was
entered into may be enhanced by any retum that may be secured from a sale of the corporate shell.

" The projectad Indicativa impact to the estimated dividend may be an additional 10 cents in the dollar
for employees in the Low Case and a further 10.6 centa In the dollar for unsecurad craditors in the

High Gasa.
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9.5 Summary of Estimated Returns to Employee and Unsecured Creditors

The table below provides a summary of the
the scenarios outlined above:

Estimated

Estimated

Estimated

estimated returns to employees and creditors for each of -

| Sconario
Dividend to Dividendt o Surplus
Employces Unsecured Avallablc to
Creditors Shareholders
Cenlsin s Centz in 5 5000
A - Sharehelders DGCA 100.00 100,00 N/A
B - Ssle of Assats — Liquldation 100.00 100,00 1,405
1 € - 5ala of Assals — General DOCA 100.00 100.00 1,805
D - Liquldation — No Sale (High) 100.00 1.13 0
E - Liquidstion — No Sale (Low) £8.93 0.00 0
F - General DOCA then Liguidation —~ Ne Sale (High) 100.00 2078 o
G - Genaral DOCA then Liguidation — No Sale (Low) 69.00 0.00 0

9.6 Administrator's Recommendation
In each of ecenarios A - C outfined in the table in Section 9.5 It is prasently projected that both
- smployee and unsecured creditors may recsive 100 cants in the § in relatlon to clalms outstanding as

at the data of the Administration. In additlen, assuming the projected sale to Sigro completes and the
Shareholdsr Group are able to meat without recourse the necessary funding requirements of their

- DOCA praposal, the proposals provids potential ongoing employment opportunities for all or
substantially all of the Ventracor Group employees. '

eral aims and objectives of Part 5.3A of the Corporations Act in relation to
Voluritary Administration, the available proposals provide a return to creditors greater than, what is
projected to be available in an immediats liquidation scenario absent a sale of the business assets.
To this extent the process has provided viable optiona for creditors’ consideration,

of scanarios A — G, in relation to the projected returns, it is our

opinion that the Shareholders DOCA has uncertalnty and at present a number of outstanding practical
issues which casts general doubt over the projected outcomes. This doubt does not question the
integrity of the partles or thelr general intent but the uncertainty associated with potential completion
rlsk and tha risk relative to the future funding of ongoing operations makes It a proposal which when

compared to the altermatives, | am unable to recommend.

Having regard to the gen

Notwithstanding the relative equality

It should be recogniged that thare Is praséntly deal complation risk in relation to the Siqro sale in both
an immediate liquldation and the General DOCA scanarios. Notwithstanding; the greater certainty of
funding in these seanarios and is an element which nseds to be given careful conslderation by

craditors.

CA would also prospectively reducs risk associated with
other key contracts, With respect to thess relevant

counterparties, | do not consider that tha General DOCA proposal disadvantages thelr current
positior, as at this time no monies are outstanding and the prospect of a sale would provida an

opportunity for confinuing business relations.

In addition the proposed General DO
llquidation relative to occupancy and
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It should also ba recognised that, whilst they are arguably not creditors, the patients who have
lantad are parties affected by the outcoms of this

racalved the LVAD technology and who remain imp
process and the uncertainty of an outcome relative to their futura care should In this circumstence
not suggesting that the Shareholder Group have not

also be considerad. In raising this issue | am _
been cognisant of this igsue, it is simply raised in tha context of highllghting the need to assess the
-~ certainty of an outcome In the consideration of the overall options.

 In addition to the above issues the proposed General DOCA provides for a poagible future
opportunity to sacure a banefit in relation to the corporats shell and accordingly may enhance -
the projected return for what Is estimatad to bo & minimal Increase in costs. As a result,
entaring Into the General DOCA on terms generally in the form as outilned in Section 8.3.2 Is
the recommendad course of actlon. Falling creditors support for thls course wa would
recommend that the Company procead to Liquidatlon.

A liquidation assuming the proposed Siqro sale completes |s not projected to materlally impact, if at
all, the projected return to creditors.

10. Remuneration and Disbursements

ha Act, | anclose as Annexure 6 the Adminletrators’ Remuneration
end seeking approval of the remuneration set out In

ts Incurred are also Includad in the remunsaration

Pursitant to Section 445E of £
Report. Attha second mesting of craditors, | irit
the remuneration report. Details of disbursemen

report.

11. Conclusion -

" This concludes my report detailing my preliminary investigations into the affairs of the Company. !
truet that creditors will find this report Informative and useful.

h respect fo the contents of this report or matters

Should creditors require any further information wit
g of this office on (02) 9286

pertaining to the Administration generally please contact Mathew Hoskin
0899,

Dated 20 May 2008

Joint Administrator
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Ventracor Limited 2008 AGM - ventcraconr

CHAIRMAN'S ADDRESS

The Iast yaar has been a combination of great progress for yaur Company, and also one of
‘great disappolntment for many of us because qf the decline of the shars price. In the |ast faw
monthz In particular, we hava seen wida varlation in reaction by our sharsholdars—and| -
remind you that there ars over 17,000 sharsholders of Ventracot, Many sharsholders
recognizse our operational progress, and are scrafching their heads, fika us, fo undarstand
why oulr shara prica has come under so much pressurs, and does not raflect the Gompany's
great achlevaments, That said, It ia certainly understandable why specuiative stocks llke
Vantracor have besn particularly hard hit in the recent global market downturn.

Lat me empathlze with those of you who, like me, have been long term shareholders. i
hasn't been a comfortable ride so far but hopefully your loyalty will be rewarded. Ventracor
has always been a speculative investment with potentlally high rewards, both cllnically and
financially. To develop tha VantrAssist and commercialise it for worldwide distributlon has
besn a long and expensive task, and we have progressed substantially towards the finishing

line, which Is now in sight.

Daspite tha market sentment exprassad In our share prics, the Company has made great
sirides in 2008, The first VentrAsslzt LVAD wag Impianted in June 2003 and now, fiva ysars
|atar, we are reaching completion of tha US Bridge fo Transplant clinical frial which, we
hopa, will lead to-full US regulatory approval from the Food and Drug Adminisiration. This is
tha time line wa lald out in tha Prospectus for the 2008 Rights [ssue.

Historlically, Ventracor has ralsed capital from lis shareholders to achieve milestonss and,
upon achievemant of those milastonas, additional capltal has been gought for the next ateps.
As a devslopment stage company with small revenues, debt financing has historlcally not
been an optlori for Ventracor. It Is with this background that Ventracor found itself this year
caught up in the global economic crisls which has dried up conventional and fraditional
sourges of equity funding. We again approach our shareholdars to cortinue to support the

' 1o enabls us fo realise tha value, and the dream, that has inepirad end motivated

company
so many of us over the yaars. In order to cross the finish lins, the Company needs mare

capital.
Ths Share Purchase Plan

As you are all sware, the Company has initiated a Share Purchase Plan and will also sesk fo

place an additional 15% of the Company’s capital through a share plagement upon
completion of the SPP. | would fike to talk about the SPP, and address some of tha

questions that we have heard In our communications with shareholders.

Ventracor has made framendous prograss In the journsy from a blue sky opportunity fo &

- real medical device company, with revenuss, a global presence, and succees In our sights.

Hawaver we now find ourselves In the unfortunate colilslon of global financtal turmoil and our
need for additional caphal, We have dons what we can, s a company, to reduce our costs
and our capltal needs, but we cannot get our capital needs to zero.

Your company is at & crucial time In s history. With elgnificant achievements behind us, and
tha possibllity of great success in the futurs, we are faced with tha very real risk that the
Company will not have the capltal to surviva to deliver the returna that you, as sharsholders, .
are sniitled to expect. That is why we are asking you to help the Company remain vizhla by

participating in the Shars Purchase Plan. .
As you all know, through na fault of olr own, information about the SPP did not reach all

shareholdars at the dats we expectad. As a result of this, we announced earller this week
that the SPP will be kept opan until @ Decamber, to allow all sharsholders to fully appreciate

28-Nov-08
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d declslon about particlpating In the PP, Over the last
ders about the SPF, and | thought it might
y haard questions about tha share prica, the

oUr progress, and to make an informe
tew weeks, we have spoksn with many sharghol
be helpfut fo address up front the most commonl
Company's financlal state, and the Shars Purchase Plan.

Shareholdsr Questions about the SPP

Wa laka zarious commanis and qusstions by our shareholders seriously, and the CEO, the
CFO, and the Manager of Investor Ralations often communicate by phone or In person with
Individual hareholders. On occaslon, | also communicate directly with sharsholders, We
hava also endeavouirad fo keep the entire market informed of our prograss and actions
through frequent shareholder communications, such as ASX releases, information updates
on our web shta, or sharshoider newsletters. We are acutely aware of our obligations to

always be in compllance with the ASX continuous disclosure rules.

you doing an SPP? Why didn't the Company raise

A. Aqusstion we often hear is “Why are
and why haven't you basn

capital sooner, what have you been doing abolt 1A
successiul?”

At ths beginning of the calandar year, the Board commissioned a major strategli: review of

the Company’s posltion and our future capital needs. As a result Ventracor started a
program in early 2008 fo raise capltal. Lipon advica from our Ausirallan gorporate financlal
advisar, we set out to attract US instiiutional equity invesiors who could take a slgnificant
stike in our company. As some of you may know, the US has a substantial markst of
knowledgeabls institutlonal investors who specialise In investment in the medical device
industry. We inlfially worked with ona US based gorporate advisor and eventually engaged a
highly reputable US Investmant bank, who took on the assignmant in April after conducting

thalr own exhaustive dus diligence.

we had a tetm sheet in place with very cradible US Investors for a
lacement and rights issve of a convertible note, with strong
US Investore to take any shortfall in the rights issus, We were
| documents, had put in place the formal due diligence

process to allow us to conduct the rights Issue, and had a draft of the tights lssug
prospectus. Then on 15 September, Lehman Brothets, the large US investment bank,
declared bankruptcy, which sent ripples of chaos around world financlal marksts. As a result
of exposure to Lehman Brothers, one of the cormersiona investors of our financing withdraw,

leaving it virtually impossibla to continua with this financing structura,

Our Australlan advisors continued to sncourage us to lock for US investore. By early
October we had Identified a new potential lsad investor, and by the end of October we had a
tarm shest In placs for a combination of equity and nor-dilutive debt financing based ¢h a
royalty stream from future product sales, The Board belleved that this debt financing
structure would be possible for Ventracor, given lts expectations of a significant and growing
revanus siream. Dua diligence was proceeding wall, and by early November we had draft
dafinitive documentation. At this tima the new [nvestors suddenly withdrew, citing changes In
market conditions which affected thelr risk/reward balance, This was parily precipitated by

tha volatility of the Australian dollar.

At all imes, the Directors, with advice from our Ausiralian Investmant advisars, had kept the
rlsa of a Share Purchase Plan or Rights lesus In place, and the decislon was made in aarly
Novsmber to embark on tha Share Purchase Plan and placemant, which you have seen.
Our Australian Investmsnt advisors recommendad an SPP over a rights iseue to give all
shareholders the opporiunity to participats at a similar lavel, regardiass of slze of holding.
Large shareholders who qualify as Institutional or sophisticated investors can always apply

By the end of July,

intarast from a syndicata of
‘well down the path of definitive lega

. 1o participate In the placemant, at the same price.

28-Nov-08

Pagadal6

ventraconr

P

13/53

e e e e e e




26, May.

RSP

—
i

i
L

2009 17:58 No. 4639

©

venecraconr

So with this narrative which unusually for an Australian company, reveals historlcal
diséusslons and incomplete confidential negotiations that were never consummated, | hope
you can appreciate that the Board and Managament has been working very hard to securs
financing since early this year. We understand sharsholdets’ frustration that a financing is
not yet complete. K is howsver easy to be critical In the absence of all the facts. | therafore
hope you can also eppreciate that we were not at llberty to reveal our activitles and
nagotiations until those negotiations reached a dafinite conclusion.

Ventracor Limited 2008 AGM - Chalrman's Addraza

The last part of the question is why we have not been succassful in raising capltal? Again,
thera is a multl faceted answer to that question, The fact that we have not yet been
successful shoutd not ba saan as any reflection on the amount of effort that has gone Into
the procass or, In our viaw, the long term valus of Ventracor, Firstly, the chacs In global.
financlal markets has seen unprecedented amounis of cash redeemed from mutual funds,
pension funds, and other investmant vehicies. Thie has meant that those fund managers
have had to sell stock, oftan at a loss, to raise the cash for those redemptions. The global
lack of crad!t has meant that larga companles have had to tum to equity to finance
continuing operations, adding to the competition for capital. The scarsity of available capital
I not unique 1o Ventracor, and you will all have heard In the news the sforlss about lack of

caplial and credit affecting many companies worldwide.

Secondly, the market capitalisation of a company often dsflnes the fype of Invastor that
company can attract. As our market capitalisation has fallen with declining share prica, our
ability to attract larger institutlons has declined. This coupled with Vantracor falling otside
ihe ASX top 200 and 300 indexes over the last couple of years Inhibits the company from

attracting largs institttional investors. ‘

FInally, some investors have asked why wa did not move Ventracor to a S etock exchange,
as has happened with some other Australian companles in our industry. We have
conalstently heard from many shareholders that they want Ventracor to remaln an Australian
based and llsted Company, so the Board has not been prepared to run againstthat -
perceived ssntiment of our large retall shareholding base. . There is also a substantial cost
Involved in such a move that we have bean reluctant {o undertake at a time when our clinical

trials are not yet even.complets and our funding postiion is so critical.

The and result is that although the Company has been working hard for many months o -
afiract capltal, and had soma encouraging developments, we have not been sticcessful. The
Board has reached the concluslon that wa owe it to provide you, our shareholders, with an
opportuntty to hefp keep the company viable, so that the future ws all belleve in ¢an be

realised.
B, Why should | buy shares in tha SPP?

The Company has demonatrated progress to full commercialisation with steadily growing
reventias over the last three yaars. We ara getting cloas to completion of tha US BTT Trial,
and FDA approval as a resutt of that trial will uniock the very large potential market In the
LS. On currant indicafions, we are positioned to be second in tha markst with a very
competitive product. That large potentlal market is rapldly bslng validatad with growing sales
of tha flrst of the new genaration devices to be approved by the FDA earlier thig year.

Thotatec, the market leader In the |LVAD industry, has & market caphtallsation of over
LIS$1.2B, on ravenuss of about LIS$250M, for a ptica to salss multiple of over 4.5. At our
surrent share price, our anterprise value Is lass than one fimes sales at our current revanus
run rate. Ventracor has a chance to reafise thé full velue of the enterprlse by contimiing fo
the finish line of regulatory approval, o allow commerclalisation in the US. Wae hopa that our
Australlan shareholdars share our view that Ventracor is undarvalued by any fundamental

28-Nov-08
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that geal.
C. My Sharss in Veniracor have declined in price, why shoutd | Invest mora?

Tha Directors understand this sentiment of many shareholders. We also undarstand that In
theea stressfuf economic timas, some shareholders will not have the resources to take up
thelr full entitement, but can choosa 1o participate in tha SPP atlower amounts according to
their appetita. Tha best way to realise the value of a past investment In Ventracor Is to halp
ensure the survival and growth of the Company. Particlpation in the Share Purchase Plan at
$0.081 Is an opportunity to purchase shares at a guarantead price not subject to the
vagaries of the markst. Purchazing the shares in the SPP makes that capital avallable to the
Company to continue its growth, avolding running the risk that the Company may be forced,

at some time In the future, to go Into Voluntary Administration.

D. g the Company dossn't raise all it needs in the SPP and the Placement, whal happsns
an?

As mentionad In my letter that accompaniad the SFP, tha Board has committed that i the
total amount ralsed under the Plan and Placemant, together with any other commitled
funding avallable to the Company (considering then current profected revenue and any
revised plannad expenditure requirements) is not sufficisnt to fund the Company's
operations to 30 June 2009, the Board will not alfot any sharas under the Plan ar the
Placement and all appllcation meneys pald by Eligible Shareholders undsr the Plan will ba

- fully refunded (without interest).

i that happens it is expected that the Board will immediately gtart a formal process to sell the
company. Tha company has prepared itself for just gsuch an occurrence with the appoiniment

of a US based Investment bank that would asslst with the process. _

ash will last depends on our continuing revenues, and our abillty
onthly expenditure. The Board will monitor tha

y risk that the Company might be
pmpany into

The time that the existing c
to make any further changes to our m
Company's cash posttion very carefully, and if there Is an
shout o trade. while Insoivent, the Board will have no choice but to put the C

voluntary administration.

Sale of the Company or volurtary administration are veﬁy serious but real consequances if
the 8PP and Placemant do hot raise tha funding I'va Just described, and that is why

sharehoider support undet the SPP offer Is so critical.
E. Mow much more capital wil ba needad, and when will you be cash flow positive?

There are many factors that dstermine how much more capital i nesded. Some factors
inslds the Company’s control are expanditure management, cash management llke
collscting racelvablas, and achisving further manufzcturing efilciencies. Soma factors
putside the Company's direct contra! Incliide eales growth, foreign exchanga curancy rates,
changes In FDA and other regulations, and the patient outcomas In the ¢linlcal trials. The
biggest single factor ls the tima to regulatory approval to market in the US.

As you see in the SPP latter, FDA approval Is expected in the second half of 2010, With our
current revenue projections and exchange rate assumptions, our projections show Ventracor

10 be cash flow postiive by the second quarter post FDA approval.

We will need to obtain additional cash prior to this. Howaver, 8 our ravenuas continus 1o
grow and our nst cash epend decraases, wa have greater possibiltty to raise this capital
through non dilutlve financing such as dabt, etrateqic partnership, or a royalty or licansing
structure. But we also recognise that this may not be posalble depsnding on financial market

Pago 4 of 28-Nov-08
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and additional equity financing may be necessary. The Board.will endaavour to

conditiuns,
bstantial eharaholder dilution.

secure additlonal capital without requiring st
ansion, but we
o at that time whh growing revenues, we should be

ility. The recommancement of &n accelerated

axpect that as we will be cash flow poskv
be funded out of cash flow

abla io fund that with a working capital fac
advancad product R&D programme would hopefully be ahleto

onca this ravenua run rate has bean achieved.

F. If the company dosa raise what it needs in me-SPP, what happens then?

W3 will continue with operations to achieve the key objectives as mentioned In the latier that
ihe most impartant goal Is fo conclude the US BTT

soeompanted tha SPP offer. In particular,
Trial and present the clinical results, We belleve that this is the most Important short tarm

value craating event.
Wa will continua to seek additional capital, with a prafarence for non-diiutive financing.

Wa will cantinue our ongoing discussions with strategic investors; partners and/or acquirers.

Othar Sharsholdsr Questions

ave addressed the key questions relating directly to the Shars Purchase Plan and,
r in this meeting to take guestions from the floor. The main
shara ptics, and the prospacts for near tsrm
investment declsions concerning

lhope | h
If not, thare will be opporiunity late
questions wa hear outalde the SPP relats to the
profitabllity, As the answers fo thess could be pertinant to

tha SPP, | will adtress them now.

1 “Whyis the shars prios 60 low and faling "
Wa do not have a singls or simpls answer to this gquastion. Claarly, the global financial
The Australian share markst has lost over half

markete have been in turmoll for some time.
ing companiss have suffered hugs losses of

tha value from its peak, end once outstand
irom that turmoli, and our share price has fallen

value. Ventracor has not been immune
along with the ASX over the last year. But thers are other factors affecting our shara price as
wall.

araholders that Ventracor has been tha target of short selling
in the last year, and as a result same once large shareholders have had margln calls which
hava forced them to sell large parcels of our stock, usually at a loss. Those largs numbers of
shares flooding the markst have contributed to the fal In price. The Company has no way of
influencing or controlling that activity.

arket, Ventracor has neaded to raise additional capital, and

o have been a coniributor to the fall In shara price, This

d a feedback sffect. Some sharsholdars belisva that our need fo
ralse capltal means that we would Issue new sharss at a discount, in lina with our own

histotical practice. Therefora the sentiment is that it la better to sell shares and buy them
back later at a discount. This sslling pressure pushes tha share prica down and results In &

fsedback loop with no end.

From our calls with shareholders, it is clear that some people ¢do nat have & clear
underetanding of the nature of our businass, and their expectations on the timing of
profitabilty, sales growih, or dividend payments have not baen met. Regardless of how
ihoss expectations were formed, i they ara not mef, the resuitant negative shareholder
sentimant can ba infectlous, and can lead to stock price decline. Lat me be qulte clear,
Vantracor Is and has aiways been a company whare the uitimate long term success

We hava heard from several sh

As we have informed the m
awareness of this appears
“inancing overhang” has ha

23-Nov-08
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depends on our abillty to obtaln regulatory appraval to sell our product In the US market We
are In clinical triale In the Unitad States, and untif we obtain regulatory approval, there ars
extsrnally imposad limits to our growth, and we ara lagally prohiblted from marketing our
producis In the Unlted States. In the medical device business, FDA marketing approval has
often been accompanied by rapid and dramatic riss of share price, as we have seen
Thoratec ehjoy in tha last year with FDA approval of thelr second generation Heartmate Il
LVAD. Wa antlcipate that ouir share price will also ba in a position {0 rapldly appreclate with
FDA approval, but achleving that approval fs not without risk. The Company has been at
pains to inform the markat of thosa risks at the same time as Indicating the upsida potertial.
We encoLirage all shereholdars to ensure that an investment in Ventracor matches their

Individual or corporate rsk/reward profile.
2 We oftengst asked “When will you be profitabla?”

aen with our recent announcements, the Company has takan steps to reduce

enditure in particular by suspending advanced product development
elp to reduce the ravenue run rate needed to

As you have g

our oparating &xpi
projects, and we expect that action will h

achlave profitabllity. In the United States, during clinlcal rials, tha number of hospitals wa

can sell to and the number of davices we can ssli is limited by the tarms of FDA approval of
our clinical trial, and our growth is constrained during this ima. Thus long term sustalnable
profitzhility depands primarlly on achievement of full ragulatory approval to market the
VentrAzslet In the Unlied States. We have informed tha market of our best projections of
those timelines, ever since the Rights lssue prospecius in 2008, In which we projecied
complation of BTT snroiment by the end of 2008. It lg unlikely that contributlons from othar
markets, although significant, will be enough to reach profitability befora we get US

regulatory approval.

Concluding Remarks

Having coverad these mattars, | would like to acknowledge and thank the fremendous
contrlbution of the many patisnts who have participated in the varlous clinical rials of tha
VentrAsslst as well a3 the physicians and other health care professlonals who have-
supported us. Without them we would have not been abla to report our strong progress
today. | also wish to acknowledge tha great contribution of the Managsment and staff, who
have continuied to gst on with the tasks at hand desplts the unfalding uncertalnty over our

financial position.

| would also liks to acknowledge our pravious Chalrman, John Massey who resigned from
the Board earlier this year. His fireless work and dedlcation lald the platform on which many
of our recent achievements have been built. -

To concluda lst me agaln empathiza with those of you who, ke me, have been lang tarm
sharsholders. It hasn't bsen a confortable ride go far but hopafully your loyalty will bs
rewardsd in the coming years, Ventracor has aiways been a epscuiative invegiment with
potentialty high rewerds, both clinically and financially. The clinical rewards are being
reallsed and a succesaful outcoma from the current 8PP and placemant brings wlth it the

prospect of financial rewards.
When considering your particlpation in the SPP, it is [mportant to understand whera we are

up {o, what we have achieved, and the outlook for our future. To that end, | now call on our
Chisf Executiva Officer 2nd Managing Director Peter Grosby to provide an overvisw of your

Company's operstions aver the past year.

Page sl 6 PE-Nov-08
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% FERRIER HODGSON

sypney

Leval 13, Grosvenor Place

225 George Slreet

Sydnay NSW 2000 Australla

GPO Box 4114 Sydney NSW 2oa1
phone #61 2 p288 5953

18 Aprll 2008
. fax +61 ¢ 0286 gERR
To: Sharehelders of Veptra Limited (Adminjstrators Appointed) el fhsydnay@ih.cam.au
. www.fairierhodgson.com
BX 10103
Dsar Sir/Madam Sydney Stock Exchange
Re Ventracor Limited (Administrators Appointed) . ADELAIDE
("the Company”) ACN 003 180 372 BRISEANE
. MELBOHIRNE
Having recsived emails from In excess of 70 shareholders of the Company ° NEWCASTLE
ry administrators on 19 March 2008 yoNoKORG

since our appointment as volunta
variously requesting that the Voluntary Administrators do cartaln things

and/or the provision of documents or Information, we ook tha unprecedanted
step of convening an informal informatlon briefing for sharehelders on 7 April

2008.

Notwithstanding the information brisfing, i is apparent that a small minority of

the Company's 17,000 sharsholders have & fundamental misunderstanding

JAKARTA

KUALA LUMPUR
MANILA

MUMBA|
SHANGHAL
5INGAPDRE
TOKYD

affillatad through
kroll Worldwlde

UNITED STATES
UNITED KINGDOM

of the voluntary adminlstration process in general and the naturs of our role
as Voluntary Administrators. While It is a matter for shareholders to obtsin
independent advice In relation 1o the voluntary adminietration process and
how it affects tham, I Iz with a view to addressing the misunderstanding at a

very baslc and broad level that wa have issued this noiice.

1. Role of the anuniary Adminlstratora

tary Administrators of the Company is, In
to adminlster the business, property and
hich results In & better return for the
om an immediate winding up of tha

Our role as jolnt and several Volun
view of the Company's Insolvency,

affairs of the Company In a way W
Company's greditors than would resuit fr

Company.
The voluntary administration provess is requlated by Part 5.3A of the

Corporations Act 2001 (Act) and envisages:
a. the convening of two Insfrumental mestings of craditors of a

company In voluntary administration;
b. the Voluntary Administrators' praliminary Investigations and
report to creditors; and

¢. various other actions by the Voluntary Adminlstrators,

be undertaken within a very short timeframe (within a pariod of approximataly
33 buginess days from the start of the administration).

CORFORATE ADVISORY

FORENSICS
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Participation of Shareholdera in the Voluntary Admlnlstration
Process

There i& no framewerk in ihe Act or under the law for shareholder
involvement in the above process or for voluntary adminlstrators to rsspond
to sharsholder demands, The focus of the Act (and the law relating thareto)
on the rights of a company's creditors (rather than its sharsholders) derives
from the insolvency of the Company and the need for creditor protection

‘ which flows from that.

In this regard, it Is important for sharsholders of the Company to be mindful
of tha fact that the Company's available cagh flow is limited and all actions
undertaken by tha Voluntary Administrators in performance of their dufies
pursuant o Part 5.3A of the Act are to be finarced from that limited cash
flow. The remalning funds, together with any assets realised will, after
deduction of the payments accorded statutory priority under the Act,
congtituta the fund to be distributed to the Company's creditors.

2,

- Rasponding to @ach shareholder déménd and request for information and/or
documents, is as you will appreciate, Is both Inconsistent with that process

and Inconslstent with safeguarding the Interests of the Company's crediors.
'Having regard to the above, shareholders must ba cognisant that the
Voluntary Adminlstrators, while sympathetic to shareholders, cannot engage
in ongoing correspondence with shareholders or-accede fo sharsholders
demands for documents and/or regular information updates. To do so at the

level demanded by soms shareholders would:

2. Impinge upon the Voluntary Adminlstrators’ abllity to carry out
the tasks requirad of them pursuant to Part 5.3A of the Act; and

b, resut in costs being incurred in the conduct of the
sdministration which would diminishi the pool of assels
available for distribution to creditors of the Company.

It i= purely for the shove reasons that the Voluntary Administrators do not
have the luxury of engaging any ongolng discusslona or comraspondenca with

the Company's 17,000 shareholders.

3. Avenues avallable for Sharsholders

For avoldance of doubt, and in response to various shareholder demands, it
13 nefther open to the Voluntary Administrators, nor is it possible within the
atatutory fimeframe and limitations, for a furthar share purchasa plan to ba

put to shareholders.
That is not to say that there are no avanues opan to sharsholders who wish

o see the Company survive. Sharsholders who wish to commit additional
funds towards racaphiallsing or refinancing the Company have the option of

Doctimantd
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doing s0 In the form of & ‘Deed of Company Arrangsment' pursuant to Part
5.3A of the Act.

4, Deed of Company Arrangemant proposals

The formulation of any proposed Dsed of Company Amangement must be

undertaken by the partles proposing it (and not by the Voluntary
Administrators) and, given the complexities Involvad, input and advice from

an_experisnced Insolvency practifoner will be required on_any deed

proposal,

Should sharaholders wish fo pursue thls avenue, they will need fo uraently
communicate with each other directly and provide the Voluntary

Administrators with a form of the proposed Deed of Company Arrangement

which can be considered by the Voluntary Administrators and outlined in the
Voluniary Administrators' report to creditors (which must be issued on or

before 20 April 2009).

5., Next step in the AdmInistration - Second Meeting of Credttors

‘The second meeting of credifors of the Company to be convened in
secordance with Part 5.3A of the Act will ba convened on or around 30 April

2009.
On that date the creditors of the Company will ba given an opportunity to

consider tha following:
a. any proposad Deed of Company Armangsment;

b. the raturn of the Company to lts dirsctors; and/or
c. the liquidation of the Company.
6. Next update on the Administration

The Voluntary Administrators' report on the ouicoma of the sacond meeting
of creditors, and the creditors' consideration of the matters outlined at 5 (a)-

(c) above, will be posted on this site in due course.

Doctimeri4
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Alternative DOCA Proposed

Ventracor Limited
(Adminisirator Appointed)
ACGN: 003 180 372 (“Venfracor®)

Date: 13 May 2008

Proposed by .
Tha Shateholders Group (refer attached) consists of existing shareholders that have

" beenlssued share capital of Vaniracor.

The Sharsholdars Group hava received support and intérest of other axisting
Shareholders which represent a substantial propertion of approximately 18% of the total

sharas jssusd of Ventracor and representing 798 in nhumber,

Objectives
» Pay all Creditors 100 cents in the dollar, '
»  Removal of suspansion notice on the ASX (Australian Stock Exchange).

« To ensure the conilnuing success of Vantracor.

No access to Books and Records
We have not bean provided access to the books and records of Ventracor (or ite

'suhsidiaﬂes) and accordingly dua diligence is not possible. For this reason the
Alternative DOCA Proposal is based on esfimatss only.

Creditors '
The Administrator has advised that creditors are owed the following amounts:
Country Estimated Amount
Qwed
AUD$
Ventracor Limied Australia .
(Holding Company)
- Employee enfitlements 3,889,716
- Tradas Creditors ' 830,213
- Trade Accrusls . 327370
Australian subsldiaries
- VentrAssist Py Limited Australia . Included In Holding
Company estimates
- Mictomedical Industries Pty ~ Australia
Limited :
Overseas subsidiaries .
~ Vantracor Ing USA 2,026,677
Included In Ventracor

- Micromadical Systems Inc USA
_ Inc above

Pageil
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- Ventracor (UK) Umitad UK - ' 142,473
- Ventracor BV Netherlanda 254,650
- Ventracor GmbH Garmany 139,821
Administrators costs and Australia

expenses (estimate to '

completion) Re: Ventracor

Limited - ‘
- Fees 540,000
- Legal costs 350,000
- Payroll costs 367,000
- Trading costs ' 95,498
- Trading cests (not Invoiced) ' 219,569

AUD$9,432,087

It is noted that the estimates In AUD& and foreign currency converslons have been
provided and calcutated by the Adminlsirator.

Adminlstraters costs and expenses) of

It is proposed fo pay all creditors (and the
he dollar, These Funds are estimated &t

Ventracor end ks Subsldiaries 100 cents in
AUD$9.433 Million as outlinad above.

Due Dillgance will be required to confirm the amolints owed to creditors.

Contingent Credltors
acvised that contingant creditors are owed the following amounts:

The Administrator has
Country Estimated Amount
' Owed
AUDS
Venfracor Limited Ausiralia
(Holding Company)
- Commaercial Ready Grant 2,800,000
- Financlal Advisors _ 2 258,000
AUD$5,098,000

It I notad thet the Administrator has not provide detaila on tha contingent liabillties and
crystalisation issuss.
These are to ba provided by the Administrator as part of tha Dua Diligence process.

Funder
nvastors and pledges from the Shareholdsrs Group

The Funder will be 4 cornerstone i
and other shareholdars who have indicated support and financial pledges.

Tha Funder Is fimiting the amount to AUDS12 Million.

Fundar Optinn 1

Page 12
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The Funds ara to be pald/ loaned by the Funder, estimated to be $9.433 Million, at a
date agreed by the Fundar and Administrator.

In payment of the Funds (or such lasser sum required to be pald io creditors) to
Vantracor, the Administrator or such other party as agreed, tha Funder will be provided a
Flxed and Floating Charge by Ventracor over all of the assets of Ventracor,

I applicable a Deed of Priority will be entarad into to provida the Funder with a 14
ranking charge.

The Funder wil! make an offer (the quantum of shares fo be lssusd is yet to be
determined) to Shareholders to convert the monles to equity (i.e. a Debt o Equity
Swap). The Debt to Equity Swap will ba agreed by resolution batwsen the Fundsr and
the Sharsholders at an Exiraordinary Mesting of Mambars, by resolution immediately
aftar the Meeting of Creditors or Tarmination of the Voluntary Administration (as

applicable).

Funder Option 2

If sharsholders rejact tha Debt to Equity Swap, than there will be an Option for tha
Funder to acquira the business pursuant to an Agreemsnt for Sale of Businass for the
purchasa of the business and all assets of Ventracor, including but not limlted to:

« [ntellectual Proparty and the rights.
Work in Progress
Debtors
Stock

Plant & Equipment. ,
Shares In the subsidlarles of Ventracor (in Australia and ovarseas).

Licences
Goodwill
Eic

The Agresment for Sale of Business wil also make provislon for the transfar of
employess, leases, rentsl arrangemants etc.

Tha value of tha Agreement for the Sale of Business Agresment will be equivalent to the

existing value of the offer provided 1o the Administrator under the Non Blnding
Agrasmant by any current propesed purchaser-with whom the Administrator is curranty
negotlating with, the valus of which [s to ba determinad as at the data of this Alternative

DOCA Proposal, plus 1%, fimlted to & maximum of AUD$12 Million,

If the Sale of Business doas not proceed {for whataver reason) then the Funder will hava
a right to call on the loan and enforce its rights: -

Ongolng Cashflow
We hava not been provided with any cash flow forecasts by the Adminlstrator.

The Adminlstrator has indicated that ha ia unwiliing to support any proposal Unless the
proposer can show it has the abllity to support Ventracor inthe long term.

Papel3
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From the Adminlsirators comments we have thus assumed thet Ventracor Is gash flow
negative.

The Shareholder Group is preparad to support Ventracor, however s i has nof been
provided access to books and renords of Ventracor and it Is unable to quantify the
amount of working capital required.

Despite requasts, tha Adminlstrator has not quantified the cash requiraments to achiave
posltive cashflow.

Due Ditigenca is thersfore requirad.

Exlsting Board of Directors
Itis our understanding that the Existing Board of Directora i as follows:

+ John Ward
« John Massey (it is our understanding that Mr Massey is no longer @ member of

the Board) :
William Curran

Jefirey Goodman

Ross Harricks

Elizabeth Nosworthy

Pster Crosby

of Ventracor (except Mr Crnshy) will

It is propased that the existing Board of Directors
Sharsholders nominations (to be

resign and/or be replaced by the Adminlstrators or
determined). ‘

The Exlsting Board of Directors will walve all rights and claims to amounts payable as &
result of their resignation and/or termination. '

Due Diligence is therafore required.

" Pater Crosby

Tha Adminlstrator has advised that Mr Crosby’s employmant has been terminatad.

Mr Crosby will be offered re-employmant on the sama terms as his pravious smployment
with Ventracor, as if he had not had his smployment terminated, on tha basis that all -
amounts relating to Mr Crosby's tarmination are waived.

Current Employees
Existing Board of Directors, or as otherwise dsetermined)

All employees (other than the
will be offered continuoua employment and tranemisslon of employee entitlemants.

On thie basls thera will be no necessity to pay exlsting Employees any radundancy or
ratrenchment monles. '

Terminated Employeas
The Adminlstrator has advised and provided a fist of Employaes who hava had their

employment tarminated. ‘
Page !4
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hs technical, sales and marketing and administrative requirements of
Ventracor in moving forward with iis business and development of its products, those
Tarminated Employaes may be offerad re-empioyment on the same terms as thelr
previous employment with Ventracor, aa if they had not had their employment
terminated, on the basis that all amounts relating to their termination are walved.

Subjecttot

Sharsholder Meeting - ‘
The Adminlstrator or the Existing Board of Directors is to Immediately call an
Exiraordinary Mesting of Member for ths specific purpose of proposing the following

rasolutions. - :
e Confirm the Appolntment of tha intetim Board of Diractors

= Approve the Debt to Equity Swap.

Itis noted that the Administrator is not to unreasonably withhold consant or to
unreasonably refuse to cause such Notice of Mesting of Members to be sant to
shareholdars prior to tha termination of the Voluntary Administration.

Termination of Voluntary Administrator/a
tion for tha immeadiate termination of the

The Administrator will support an applica
Voluntary Adminlstrator of Ventracor on the basis that Ventracor Is now ‘solvent' and itis

in the Interazts of Creditors and Shareholders for Ventracor to continue as a going
concaim. :

OR

The Adminiatrator witl immediataly call a mesting of Craditors on the basls that the
Administrator will recommend to creditors that Ventracor be handed back to the Intarim
Board of Directors.

Conditions
1. Access and Inspection of all the books and records of Ventracor for tha purpose
of conducting dua diligence.

It Is noted that Ventracor had a Secura Data Room prior to tha appolntmant of
the Administrator however for whatever raason, the Information and/or
documentstion has not been updatad subsaquent to this time.

That the Funder, Ventracor and any other secured craditor whl enter into & Deed
of Priority to provide tha Funder with & 1% ranking charge.

Removal of suspsnsion notice on the ASX (Australian Stock Exchangs).

That the existing Board of Directors, Shareholders and/or Oificars of Ventracor
reslgn and/or ba raplaced by the Administrators or Shareholdets.

That an Interim Board of Direc.:tnrs be appointed to Ventracor consisting of the

following persons:
s Michasl Spoonar

Page |5

P

32/53




29. May. 2009 18:01 No. 4639 P 33/53

*

Senior Sydnay commarcial solicitor;
Director of another life sclences company
TEA

TBA

TBA
s Peter Grosby (To be determined)

The appropriats Consent to Act as Director i attached.

The remuneration and all other banefits of the Interim Board of Directors are to
be datarmined.,

Pagel 6
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CONSENT TO ACT
- AS DIRECTOR/ SECRETARY

Ventracor Limited
(Adminisirator Appolntad)
ACN: 003 180 372

I, of _in thé_stata
of Naw South Wales, confirm and consent to act as Director and/or Secretary of the
above Veniracor. ‘

Yours faithiully

Dated:

Print Name:

Si_gnatura:

Page |7
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The Shareholders Group the subjact of this Alternative DOCA Proposal

Total of the Shareholdars
Group

It Is noted that tha Shareho

{ntarest of other existing Sharsholders
approximately 18% of the fotal shares issued of

numbaer.

Nama of Shareholder Address No of % bf
: Shares Total
Held Share
: _ Capltal
Nabil Antonios Unit 8, 32 Miligtt Strest 15,000 0.0048%
. Hurstvllle NSW 2220
Paul Donohue 78 Narelian 5t 67,000 0.0130%
' ARANA HILLS QLD 4054
Paul Gellatly (held inthe 4 Camber Gourt - 334,125  0.1090%
namaof PLC Shaller Park QLD 4128
Programming Services
Pty Limltad)
Rod Hurley 48 Park Rd 19,250  0.0065%
ST LEONARDS
NSW 2065
Paul Jeffery Unit 1, 1 Bariston Avenue 51,376 0.0188%
- Cremorne NSW 2090
Vijay Kakani’ PO Box 189 575,000 0.1875%
inglewood WA 6932
John Pals Unit 1/ 1 Baristan Ave, 385000 0.1255%
CREMORNE NSW 2090
Michasl Spooner 47 Yarawa Straat, NIl Nit
Kenmora, Brisbana QLD
4068
Scott Tucker 19 Discovary Strast 830,000 0.2706%
Red Hill ACT 2603 '
Scoft Tucker (and Refar above 50,000 0.0163%
Elizabsth Tucker) .
Valvora Pty Limited 19 Discovary Streef 620,000 0.2022%
{related fo Scott Turnar) Red Hill ACT 2803
2,976,751

Iders Group (as outlined above) have recelved support and

whish represent a substantial proportion of
Vantracor and representing 798 In

Paga |8
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CORPORATICNS ACT 2001
Sectlon 448E

VENTRACOR LIMITED

(ADMINISTRATORS APPOINTED)
ACN 003 180 372

REMUNERATION REPORT

The Administrators’ Remuneration Report, prepared pursuant to Section 449E of tha Corporations Act
2001, takes the following format.

Part A
A1 Schedule of hourly rates and general gulde to staff experlence

A?  Tasks undertaksn by the Administrators and remunearation calculation for the peried 19 March

2008 fo 13 May 2009, .

A3  Schedule of the Administrators’ anticipated tagks and remunsration estimate for the period 14
May 2009 to 29 May 2009. |

Ad Resoluﬁons to be put to creditors at the mseting convened for 28 May 2009

Part B

B1  Administrators’ disburssmeants
82  Summary of Recsipts and Payments for the pariod 18 March 2009 {0 13 May 2009

B3 Other ereditor information on remuneration

The Remunaration Report must ba read in conjunetion with ths repert to creditors dated 20 May 2009.
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Eﬁm :

A1 SCHEDULE OF HOURLY RATES & GENERAL GUIDE TO STAFF EXPERIENCE

Expericnce

Title Rate {8)

Partner/Principal/ 695 The PartnerlAppolhtaa is a ragisterad liquidator and member of the ICAA and
IPAA bringing speciaiist skills to tha sdministration or insolvency task, For

Appointee : , . :
specific experience and other detalls of the appoinise/s, plesse visit our
webeits at www.ferisrhodason.com

485° Generaily, minimum of 12 ysars exps
Manager level. Unlversity degree, mamber o
knowlsdge and lengthy experience In ralevant in

isguss.

rience at least 2 yeara of which is {o be at
f the ICAA and IPAA with desp

Diractor
solvency legislation and

Senlor Manager 440 Generally, more than 7 yea'ré experience with at lsast 2 ysars as a Manager.
Unlversity dagree; member of the ICAA and IPAA; very strong knowledge of

refevant Insolvency logistation and [ssues.

Manager 370 = Generally, 57 years chartered accounting or insolvency management
axparienca. University degree; member of the ICAA and IPAA; sound

knowledga of relevant Insolvency legislation and issues.

310 Generally, 4-6 years chartered accounting or insalvency management
erlance. University degrea; membsr of the ICAA; complating IPAA
Insolvensy Education Program. Good knowiedge of relevant insolvency
leglslation and issuas. .

Seplor1 280 Generally, 2-4 years chartered accounting or ingolvency management
experience. University degree; completing the ICAA's GA, program. Good

knowledge of basic insolvency legislation and lssues, .

Senior 2 280 Generally, 2-3 ysars chartered accounting or Insolvency management
: experlance, Universitty degres, ICAA's CA program commenced.

Supetvizor

r substantially completed a degres
takas diraction from senior staff in

0 to 2 years experience. Has completed 0
in finance/accounting. Under suparvision,
completing administrative tasks.

0—1 years experlence. Undertaking a degree part-timain
financa/accounting. Undar supervision, takas direction from sanior staff in
complating more complax administrativa tasks.

mermedate 1 20

Intermediate 2 180

Profeselons) Staff 150 0—1 years experience. Undertaking & degrea part-tima in ,

Junlor financefaccounting. Under supervision, takes directions from senior staff in
completing adminlstrativa tasks.

Senior Secretary 165 Appropriate =kills including machine ussge. —

Computer 12D Appropriate skills Including machine usags.

Operator ‘

Clerk 135 Generally non qualified administrativa assistant. Classification depends on
experiance, salary and complaxity of work to be completad. .

Typist 85 Appropriate skills Including machine usage.
Completed schooling and plans fo undartake further studies. Required to

Office Assistant 88
day field work under the supervision of

assist In administration and day to
mora senior staff.

Notes:
1. The hourly rates are axclushve of GST.
tons ang axperanca of our staff sngaged Inthe

2, The guide to staff experianca i Intended only as & general guide fo the qualiica
administration. Staff may be engaged under @ classification that wa conaider appropriata for thalr experimnce.
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Tasks undertaken by the Adminlstrators and remuneration caleulation for the pariod
19 March 2009 to 13 May 2009.

A2,

Debtors » Revlewing and assessing dabiors ledgers
» Correspondence with debtors

Sale of Business «  Raview of pre appolntment financing attempts and
corraspondenca with Interested parties
Inkial discussions with a number of interested parties
regarding possibla purchass of bueiness
« Compiling due diligenca Information for interested
© parties
» Overses due dlligence procass of interasted parties
= Lengthy negotlations with particular Intarested party, in
conjunction with directors and senior management
» Settlement of Hasds of Agrasment
» Engagement of eolicitors to prepare sale term
documents and advisa on transfer and structure of sale
Assots : Preparing numerous corespondence with respect to
236.10 hours : sale terms with Interested parties, :
. = Numarous mestings with various stakeholders that is!

$106,336.60 ‘ landlords, utllity providers, distributors, interested
purchasers with respect to their position on an svantuzl

sale

» Numerous dlscussions with shareholdsrs and
shareholder representatives regarding possible Daed of
Company Amangements / inferest in group asasts

» Numerous discussions with shareholders and
shareholder representatives to facllitate due diligence

process
Commissloning of valustion to emise assets and

quantity value .
» Datermining transfer requirements of intellactual *
properly and tradlng agreements
» Discussions with various Interested parties / facllitate
due diligance

= Initia) circular to craditors _
Prepare report pursuant to ssction 439A of the Act

Receive and follow up creditor enquiries via telaphone
and emall :

« Maintalning creditor enquiry reglster
» Review and prepara commespondsnce to eraditors and

their representatives via facsimile, emall and post
a  Recelpting and filing POD's when not related to a

dividend
Comasponding with OSR and ATO regarding POD's

‘ 5%';3';3'& when not re'ated {0 a dividend

545 581 50 « Daaling with creditor queries on the status of the

Lealh adminlstration and the status of thair clalms relative to
projectad outcomes
* Praparation of meeting notices, proxles and
sdvertizsements

« Forward notice of meating to alf known creditors
Praparation of meeting fils, including agenda, certificate
of postage, attendanca register, llst of credHors, reports
to credltors, advertisament of meeting and draft minutes

of meating. o -

1 Sale of Azssts

Credltor reports/circulars

Deallng with proofs of debt

| Maating of Craditors
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March 2009
Preparation and lodgement minutes of meetings with

ASIC
Raspond to stakeholder querias and quastions

Immadiately following meeting

Sharsholdars

Attand to ongoing correspondance from ghareholders to
address clalma made against the Company and informal
proposals for action fo ba taken by the Administrator
Convene an Informal brisfing session for shareholders,
held on 7 April 2009 to address queries raised by
sharsholders, provide an updats on the adminlstration
and shareholdars’ status relative to creditors in &

Voluntary Administration

Emplnya‘as
105.30 hours
$41,184.00

Employas Administration

" Calculation of employea entitements outstanding and

' corespondence

Ongolng discuzsions and comespondenca with
employses regarding the administration

liabllitlss golng forward
Procassing of wages and parifal entiflement payments

Provide ongolng instructions to smployess and

management
Prapare termination nofices and other related smployss

Maintaln an Emplayee Q&A precesa to ensure that all

amployae gueries are addressed

Regular employes briefing sesslons fo provide updates
on progress of the administration and sala procass
Attend regular management meetings to discuss work
streams, werk plans and staff resources

Investigation
41.20 hours
$14,133.00

Condusting Investigation

= Collection of company books and records
» Reviewing company’s books and records and Report 2s

to Affairs .
Review and preparation of company history and salient

historical trading results - )
Conducting and summarising statutory searches
Preparation of comparative financial siatements
Raview of specific transactions (finance / capital .
raisings) :
Liaising with dirsctors regarding historlc transactions
Preparation of Investigation file

Trade On
429.20 hours
$150,396.50

Management of Chatewood and
Kirawee Sltes

Attand Chatswood slts to securs pramises and asseis.
Attand Kimawee site to secure premises and assets
Facilitate attandance by Ventracor representatives at the

1SHLT conferance

Obtsin information from employees and management on
sita and general trading / regulatory obiigations
Understand buslness oparations, product specifications

and reporting lines
Prepare forecast cash flows to determine funding

requirements golng forward

Discusslons with overseas subsldiaries and assessing
short tarm and long term funding and rasourcing
requirements

Inspect plant and observe operations
Arrange for Occupational Health & Safety inspection of

site
Establish administration procedures on site, including

authoraation of purchase ordars
Atiend meetings with interested parties and provision of

nacasgsary information
Provida instructions to employees and managament
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e

Address Retention of Title lssuss
Sat up new administration accounts with suppliers

Notify all suppliers about adminlstration and terms of
continuad supply

Deal with operational issues and controf declslon making
Aftend o and resolve all retention of titie Issues

Ensure that all oparating plant and equipment processes
remain compliant with regulatory requirements

Ongoing dlscussions and meetings with
production/manufacturing management staff fo ensure
that suffislent resources are avallabls to mest production
targets

Numerous discuesions with management to ensure that
approprists confrols and measures are maintainad to
presarva relationships with patients and clients

Adminlstratiﬁn
18710 hours
$52,438.00

Carrespondenca

General correspondance with creditors, suppllera,
statutory authoritles, efo. ]

Document maintenanceffils
review/checklist

Filing of documents
File raviews

Updating checklists : .
iring aftention of

Insurance

Identificatlon of potential issuas requ

insurance spaciallsts
Correspondsnce with Willls Australia regarding nitisl

znd ongolng insurance requirements
ReviewIng insuranca policies
Cerespondance with pravious brokers
Identification of future insurance requirements and X
ensuring appropriate policles are in placs, including
Product Liability / Product Warranty

Bank account adminlstration

Preparing correspondance opening and closing

accounts
Monitoring rétention of cash fo ensurs that amounts -

withheld by Wastpae are ultimately raleased
Requesting bank staternants
Bank account reconclliations '

ASIC Form 524 and other forms

Preparing and lodging ASIC forms including 505, 811

stc ;
Correspandanca with ASIC regarding statutory forms

Planning / Review

P

Discusslons regarding status/strategy of administration

i

£414,078.50
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Scheduls of anticlpated tasks and Adminlatrators’ estimated prospective
remuneration for the parlod 14 May 2009 to 29 May 2009 .

Basad on the following anticipated tasks of the Administration, | estimate the Administrators fess at
$100,000.00 (sxclusive of GST).

Asseis

Debtors

Correspondence with debtors

$40,000.00

Sale of Business / Assetls

Progression of conditional sale of business and assets

‘Maintaining condition of plant and assets to reguiatory

requirsments
Advanced nagotiations with interssted parties

n
« Assessing terms of offers raceived and Impact on the

Group
Prograssing tranafer of relevant Intallectusl property and

trading agreements
Preparation of sales contracts and other ralated

transactional documents

Crediiors

$15,000.00

Dealing with proofs of debt

Receipting and filing POD's

Craditor Enquiries

Receive and follow up craditor enquiries via telephone
Maintaining creditor enqulry reglster

Review and prepara correspendance to creditors and thelr
representatives via facsimils, email and post '
Addrassing querias relatad to the 8.432A report

Masting of Creditors

Finalising report to crediora
Preparation of meeting notices, proxies and

sdvertisements
Forward notice of meefing to all known creditars

[ ]
» Praparation of meeting fils, including agenda, certificata of

postage, attendanca register, st of craditors, reports to
craditors and advertisement of meeting

Employzaea

$10,000.00

Ongolng discussions and comaspondance with employses

regarding administration
Calculation of employes entitlsments outstanding and

liabllity golng forward
Adjudication of employee proof of debt forms
Progressing employse related issues relative to a possibla

zale of tha business

Trade on

$25,000.00

Managament of Chatswood

_ slts

Attending to ongoing trading i
Deal with operational lssues and control decizlon making

Manags cash flow of ths business

Review forecast cash flow, assessing current position and
futura funding requirsments

Dlacussion with overseas entities

Atftand to regulatory requirsments
Provida instructions to employsss end management
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Adminlstration | Correspondence » Gencral comaspondence with creditors, suppliers and
ghargholdsrs
Document maintenancafile = First month administration review
raview/checklist » Flling of documents
» File reviews
_ = Updating chacklists
Insurance = Identification of potential issues requiring attantion of
$10,000.00 insurance spatialista
e » Comraspendsnce with Willls ragarding initial and engoing
“insurance requirements
Bank sccount administration | »  Preparing comespondence opaning and ¢losing aceounts
» Requesting bank staisments
» Bank sccount reconciligtions | '
. « (omespondsnce with bank regarding specific transfers
ATO & other statutory » - Preparing BAS'
reporting
Planning / Revisw * Discusslons regarding status/strategy of administration
$100,000.00

The r_amuneraﬁon estimata may be summarised as follows!

Assets Creditors | Employees
Amount | 40,000.00 | 15,000.00 10,000.00 25,000.00

Trade on | Administration
10,000.00

Resolutions to be put to creditors at the meating convened for 29 May 2009,

Ad
8 May 2009, creditors will be asked to consider the

At the meeting of creditors convened for 2

following resolutions:
set out in the Administrators’ remuneration report datad

"That the remunsration of the Administrators, as
ip 18 May 2008 be fixed and pald in the sum of

20 May 2009 for the period 19 March 2009
$414,078.50 plus any applicable GST”

“That the remuneration of the Administrators, as sef out In the Administrators' remuneration report dated
20 May 2009 for the period 14 May 2009 fo 29 May 2003 be charged on a tims cost basis in line with
the Schedule of hourly rates, | estimate these cosis fo be in the region of $100,000,00 plus any
applicable GST”
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PARTE

Bi Administrators’ Dishbursements
Disbursements are divided into thrae types D4, D2 and D3.

D1 Disbursemants are all externally provided professional servicas and ara recovered at cost. An
example of a D1 disburssment is lagal fees. )

D2 Disbursements are extsmally provided nen profassional costs guch as fravel, accommodation
and search fees. D2 disbursements are recovered at cost. .
vided non professional costs such as photocopying and

cost except for photocopying, printing
hoth variable and

D3 Disburssments are internally pro
document storage. D3 disbursements are charged at
and telephone calls which are charged at a rate which is intsnded to recoup

fixed costs. The relevant rates ara set out befow.

Disbursaments Charges

{(Excluding GST)
Postage Al cost
Telsphone At cost
Photacopylng 50 cants per copy
Facsimlls At cost
Flle St Up At cost
Advertlsing At cost
Storaga — Per Box - &0c / month
Storage ~ Per File At cost

At cost

Couriers

Disbursements incufréd to date are shown In the Summary of Recsipts and Paymentis.
Creditor approval for the payment of disbursements is not required. However, the .
Administrators must account to craditors. Creditors have the right fo qusstion the incurring of

disbursaments and can challanga disbursements In court.
B2  Summary of Receipts and Payments for the period 18 March 2008 to 13 May 2009
A summary of which is attachsd as Annexure 4 o the Report to Creditors dated 20 May 2008.

B3 Other craditor Information on remuneration

The partners of Ferrler Hodgson are members of the Insolvency Practitioners Association of Australia
and follow the IPA Cede of Professional Practice. A copy of the Code of Professional Practics may

be found on the IPA website at www.[paa.com.au
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An information sheet concarning approva! of remuneration in extemal administrations can also be
obtained from the IPA webslte.
Queries rsgardlng ramunerat;on should be directad to Ban Hynes of this office on (02) 9286 98936.

Dated thls o™ " day of May 2009

erman
Administrator
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Raf; C-
INFORMAL PROOF OF DEBT FORM
' Regulation 5.6.47
VENTRACOR LIMITED
(ADMI NISTRATORS APPOINTED)
ACN 003 180 372
Name of credltor;
Amount of debt claimed: (see note)
Consideration for debt:

Whethar debt sscured or unsacured.

If secured, give detalls of security including dates, ete:

Balance, if any, after deducting vslue of security (sse note):

.............................................................................

Creditor (or person authorised by craditor)

NOTE:
i_Jndar the Corporations Regulations, a creditor is not entified to vota at a meeting unless (Regulation 5.6:23):

his clalm has bean admitted, wholly or in part, by tha Administrator, or

N-5
he has lodged with the Administretor particulars of the debt or clalm, or if required, a formal proof of debt

b.
For the purposes of Part 5.3A, a secured credtior may vote (Regulation 5.6.24):

a for tha whole of hls debt without ragard to the sstimated value of hls securtty.

Proxiea must be mads available to the Administrator
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Ref: C-
FORM 532
CORPORATIONS ACT 2001
Regulation 5.8.28
VENTRACOR LIMITED
(ADMINISTRATORS APPOINTED)
APPOINTMENT OF PROXY CREDITORS MEETING
s’
of
a craditor of Ventracor LImHed, SpPOint? ..o v simsresisoessssenss
OF In hiZ BBSEMBE s vvvvve s corresversrens reeeeevennne B8 *TIIY/OL
*general or spesial proxy at the meeting of creditors to be held on 28 May 2008, or at any adjournmant of that
meeting; '
For Against Abstain
1. That the remuneration of the Administrators, as set out in the O Im| n|
Adminlstrators' remuneration report dated 20 May 2009 for the
perfod 19 March 2009 to 13 May 2009 be fixed and paid in the
sum of $414,078.60 plus any applicable GST
2. That tha remunemtion of the Adminlsirators, as set out in the O O O
Administrators’ remuneration report dated 20 May 2009 for the
period 14 May 2008 to 29 May 2009 be charged on a time cost
‘basls In line with the Schedule of hourly rates, these costs are
estimatad to be in the reglon of $100,000.00 plus any applicable
GST
3A. A resolution that the company exscute a Desd of Gohpany 0 0 0
Amrangement ~ The General DOCA proposal, OR '
3B. A resolution that the Administration end and control of ths a O O
Company revert to the Board of Directors; OR
3C. Aresolution that the company be wound up 0 a O
4. If a resolution is passed that the Company exscute & Deed of ] O o

. Company Amangement or the Company is wound up, a

resolution that a Commiitee of Inspection be appointad
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DATED this day of 2008

............. OO — The Common Seal” of

Signatura of Individual* or person® OR .

authorized by corporate resclution was hereunto affixed in the presénce of:

io represant the corporation.
Durectnr ....................................................
Secreta:y ..................................

* Strike out if Inapplicable

CERTIFICATE OF WITNESS®

[, v oo eseaeee s ot e s AR SRR R — PSR
plated by me in the presence of and at the request

certity that the above Instrument appolnting @ proxy was com
of the person appolnting the proxy and read to him before he attached his signature or mark to the ingtrument.

DATED thls day of 20
Signatura of Witness ' Description '
Placa of Residence

action 127(2) of tha Comorations Act 2001 and, usually, the crsditor

* Tha mathod of affxing the Comman Saal ls prescribad In S

corporation's ecnetiution.

4'The glgnature of the mamber |z not to be atisstad by the paraon norinated 23 proxy, :
% A corporation may only ba represanted by proxy or by an attemey appointed pursuant to Corporations Reguletions £.6.28 and 6.8.31A
reapectively or, by @ represaniativa appointad under Section 2500 of tha Corporations At 2001. Copy of authorfy/power of atterney to ba

T, (o7 ey |

P
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FORM 529

CORPORATIONS ACT 2001
) Subregulation 5.6.12(2)

NOTICE OF MEETING OF CREDITORS

VENTRACOR LIMITED
(ADMINISTRATORS APPOINTED)
ACN 003 180 372

NOTICE is given that & mesting of tha creditors of the company will be held at the offices of Clayton
Utz Lawyers, Levels 34, No. 1 O'Connell Street SYDNEY NSW 2000 on Friday, 29 May 2009 at

10:00am.
AGENDA

To consider the Administrator's report to creditors.

To conslder the clrcumstances leading up to the administration and the various opflons
avallabls to craditors.

3. To determine the remuneration of the Voluntary Administrators.

For craditors to resolve upon one of the following:
That the Company execute a Deed of Company Arrangemsnt

: proposal; or
n That the admlnlstratian should end; or

»  Thatthe Company be wound up.
If & resolution is passed that the Company execute a Deed of Company Arrangement or the
Company Is wound up, to consider the appointment of a Committae of Inspection. ‘

6. Any other buginess that may be lawfully brought forward.

the General DOCA

Proxlss to be used at the mesting should be lodged at the office of the Administrators by 4.00pm on.
_the day prlor to the mesting. A corporation may only be representad by proxy or by an attorney
appointed pursuant to Corporations Regulations 5.6.28 and 65.6.31 respectively or, hy a

representative appointed under Section 260D of the Corporations Act 2001.

In accordance with Regulation 5.6.23(1) of the Corporations Regulations, craditors will not be
antitied to vote at the meeting unlsss they have previously lodgad particulars of thelr claims against

tha company with the Administrators.

DATED this 20" day of May 2009

Steven Sherman
Administrator




