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ASX RELEASE SOLCO LIMITED (ASX — S00) 5th December 2006

Solco Limited reports that completion of the capital reconstruction of the Company arising from
the resclutions passed at the Company's recent EGM has now been effected. Attached is an
Information Memorandum clarifying the current status of Solco Limited in the terms of:

¢ the completion of the transactions with the interests associated with Mr David Richardson;
e its capital structure and top 20 shareholders;
e its Board composition;

e its statement of tinancial position based on unaudited management accounts at 30 September

2006 with pro forma adjustments arising from the recapitalisation);
e its business outlook and strategies;

e its anticipated future capital needs.

The Company is now applying to the ASX for the current suspension of trading in its shares to
be lifted.

e s,

John Beech
Company Secretary
4 December 2006

For turther information on Solco visit www.solco.com.au or contact Mr. John
Beech 0400 10 3675 or David Richardson (08) 9334 8100

-ENDS -
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SOLCO LIMITED
(ACN 084 656 691)

INFORMATION MEMORANDUM

This irformation memorandum is intended to update investors as fo the current status and outiook
of the Solco Group after the completion of its recent recapitalisation.

1. Completion of Recapitalisation of the Soico Group

The Company has recently completed a recapitalisation which was approved by
Shareholders at an Extraordinary General Meeting held on 24 November 2006, A short
summary of the transactions comprising the recapitalisation are set cut below.

(a}

(b

{c}

(d}

{e}

Interests associated with Mr Richardson, a director of the Company, undertook to
procure for Solco to be provided up to $1.5 million in loan funds (on a secured
basis} for immediate working capital requirements to alleviale the financial
pressures then affecting the Company. This facility was put in place on 7th
September 2000.

The Company raised $1.53 million in equity by placing 61,818,181 million shares
{comprising 43.57% of the diluted capital of Sclco (before the exercise of the
aptions referred to in paragraph (e)} at an issue price of 2.475 cents per share with
Samvara Pty Ltd {"Samvara™}, a company associated with Mr. Richardson. The
share placement was completed on [date).

The proceeds of the capital raising were applied o retire the $1.5 million foan
refarred to in {a) above, pay for accrued inferest and charges on that loan and
ptherwise for working capital purposes.

Mr. Richardson became the Managing Birector of Solca effective from 28th August
2008 for a term of up to 30 June 2007 ("the Term™). Mr Richardson's consultancy
fee for his services is based on a remuneration package of $276,000 per annum
calcutated pro-rata for the duration of the appointment.

An amount equivalent to Mr Richardson's remuneration for the Term may be
reinvested by 14 July 2007 through the exercise by Mr Richardson and Gypsy Hill
Pty Lid (the rustee of the Richardson Superannuation Fund), of options issued.
The aggregate maximum number of new shares that can be issued to Mr.
Richardson and Gypsy Hill Pty Ltd pursuant to their gptions, is 9,202,928 shares at
an issue price of 2.475 cents per share. If exercised to their maximum exdent, and
assuming no further dilution of the Solco share equity base, inlerests associated
with Mr Richardson may total in the aggregate approximately 47.04% of the fully
diluted equity base of Scolco.
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2. Capital Structure

The Company's capital structure afler completion of the recapitalisation is as follows;

Ordinary Shares
Total ordinary shares on issue 141,861,408 100.00%
Ordinary shares held by 61,818,181 43.57%
Richardson and associates
Ordinary shares held by other 80,043,228 56.43%
perscns

Options
Richardson and associates 9,292 929

{exercizeable at 2.475 cents,
expiring 14 July 2007)

A Maslin {exercisable @ 27 70,000
cents, expiring 21 July 2007)

Fully diluted capiial base {(assuming 151,154,338 100%
Richardson & Associate's options are
exercised and Maslin options are not

exercised}
Richardson and associates 71,141,118 47.04%
Other shareholders 80,043,228 52.96%

The top 20 shareholders of Solco are lisied in Annexure "C".
3. Board Composition
The current directors of the Company are Mr Richardson, Mr Beech and Mr Forbes,

His intended o identify an additional person or persons who ¢an add appropriate expertise
and experience o the Board of the Company and, once ideniified, to appoint that person or
those persons as Directors of the Company by way of casual appointment, subject 1o re-
glection by the shareholders at the next ensuing annual general meeting, Af present, itis
expecied that such appoiniment{s) may be made early in 2007. Mr Forbes has indicated
his willingness to resign as a director of the Company when such new appointment(s}
isfare made.

4, independent Assessment

As part of the information provided to shareholders incidental to the extraordinary general
meeting held on 24 November 2006 to approve the recapitalisation of the Company,
Stanton Partners Corporate Ply Lid provided an Independent Expert's Report, A copy of
this report already has been provided fo the ASX Anncuncerments Platform and is available
on Selco's website.
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8. Pro forma balance sheet

Attached as Annexure A" is a pro forma copy of the Soleo Group's balance sheet based
on unaudiied management accounts for the quarter ending 30 September 2006 adjusted to
reflect:

{a) the recapitalisation referred to ih paragraph 1 abowve (including debt retirement
referred to therein);

() such other adiusiments as are material in the opinion of the Solco Beard based on
infarmation and circumstances actually known to the Solco Board.

6. Future capital needs

Subject to the actual performance of the Company's operating divisions and economic,
financial and market circumstances beyond the Company's reasonable control, as a result
of strategies and actions taken o date under the stewardship of Mr Richardson, which
have substantizily limited unwarranied recurrent expense Eems {although in many cases
with revenue also being trimmed ag a consequence, as unprofitable business lines have
been restructured, scaled back and/or eliminated), the Company anticipates being in a
pesition, with prudential debt funding, to return to modest profitability and positive cashflow
during 2007,

However, it is recognised that arresting the Company's historical negative cashfiow and
loss is nef a sufficient outcome, and that if the Company Is to grow and develop its
business sufficient to warrant its ASX public listed status, and deliver enhanced total
shareholder returns to its shareholder base, then further business growth, and capital
raisings o support that growth, will be warranted.

To the extent to which that growth may be organic growth from the Group's current
business operations, # is foreshadowed that a shareholders' rights issue is prospective in
the first half of 2007. Mr Richardson has expressed his, and his associales’, present
intention to support such a rights issue and to use his influence to seek to procuire third
party underwriting support for such a capital raising. Mr Richardsen has also advised that
it is not his, or his associates’, present intention to increase their percentage shareholding
to B0% or above.

To the extent o which that growth may be acquisitive growth, by the acquisitions of new
businesses to complement the Group's current operations, then share placements o raise
capital with institutional or sophisticated investors, or to exchange as part of the purchase
consideration, may be contemplated.

The Directors of Solco are aware of thelr continuous disclosure obligations under the ASX
Listing Rules and the Corporationg Act, and will communicate further with the ma‘rket as
s00n as i s appropriate to do so.

in the inlerim, the Sclco Beard will apply itself it the continued restructure and re-
envigoration of those of its current business divisions which warrant ongoing support, as
well as being vigilant to identify new business opportunities that may present for acquisitive
growth by the Group.
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7. Business Qutlook and Strategy

Under Mr. Richardsor’s stewardship since late August 2006, the activily in the Water
Division has been scaled back to comprehensively address certain manufacturing quaility
issues and to focus the marketing of products into the sectors where they have a
demonstrable compefitive advantage. The objective is to detiver profitable sales with
quaiity product in these select market segments and to capitadise on the lower cost base
from the re-siructuring of the business.

Design work s being accelerated on a new generation polymer hot water system with the
objective to meet functional and cost requirements to be highly competitive in a wider
range of market applications both domestically and internationally.

Additional resources are being directed o the Power Division {Choice Electric Pty Lid) i
continue to dediver strong growth in its underlying solar products distribution buginess and
capture new business in the emerging inter-connected grid market and new programs for
solar power in remote regions.

A concerted and comprehensive sirategic planning process involving the senior
management team has been commenced by Mr. Richardson. The objective is to prepare a
detailed Corporate Stralegic Plan fo clearly understand where Solco has a demonstrable
sustainable competitive advantage and its unique value proposition in each sector. The
oulput of the planning processes will include well documented execution plans for each
division that can be regularly monitored to ensure that the Company fully capitalises on the
significant growth opporiunities in the decentralized sustainable power and water sector in
Australia and internationafly while properly managing risks and cost.

The Independent Directors (Messrs Beech and Forbes) are encouraged by the positive
impact of the operational changes and strategy direction that Mr. Richardson has
introduced in a short period and in particutar note the arrest of expense commitments
which had been prospect of sufficient compensatory revenue o deliver a profitable
outcome to the Company.

Altached as Annexure B is a copy of a Powerpeint presentalion prepared by way of
overview of the strategies {and their implementation) which have been taken to date since
Mr Richardson became managing director of Soloo on 28 August 2008,

A ihis stage itis oo early in Soleo's business reconsiruction for the Board o make any
reasonably informed and reliable forecasts as to the Group's future performance.

8. Lifting of Suspension and resumption of trading in Solco shares

Contemporaneousty with the filing of this Information Memorandum on the ASX
Announcements Platform, the Company Is making application to the ASX for the lifting of
the current suspension to affow resumption of trading in Solco shares.
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g, Further Information
For any further information on the above please contact:

Mr [avid Richardson

Soleo Limited

125 Sheffisld Strest
Waelshpool WA

Fhone: 1800 454 161

Fax:

Web:  www. solco.com.au

David Richardson
Managing Director

4 December 2006

Annexure "A" - Preo forma Statement of Financial Position
Arnexure "B - Business Operational Powerpoint

Annexure "C" - Top 20 Sharehoiders
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Annexure 'A’
Solco Lid — Recapitalisation Summary

Consolidated I
Balance Shest as at Ra-Capltalisation g;?;g;?gf;g?é:ﬁ;?
30/9706 Pro Be- Adiustments capitalisation
capitalisation P
CURRENT ASSETS
Cash asseis 455,510 455 510
Receivables 1,735,735 1,738,735
inventores 2,618,385 2,618,385
Chher 240,841 244,541
Totat current assets 5,000,172 i3] 5.080,172
NOM CURRENT ASSETS
Property, plant and
equipment 366,075 386,075
Intangbie assets 793,853 783,853
i Loan Accounts 0 2
Investrant - Shares in
Subsidiaries {200,000} {200,000
Invesiment - Scico
EuropafMataysia 310,505 314,505
Deferred tax asaet g G
4
Total non-current assels 1,470,433 n 1,270,433
Total assels 8,320,604 0 €,320,604
CURRENT LIABILITIES
Payables 1,584,573 1,504,573
Interast-Dearing iabilites 1,471,850 £1.500,000) {28,150}
Provigions BOY, 736 B0V, 736
Total current dabilifies 3.574,158 -1,500,000 2074158
NON CURRENT
LIABILITIES
Interest-hearing iabilities 174,568 174,568
I Loan Accounts f 3]
Total non-current liabiliies 174,568 0 174,568
Total liabitities 37148 726 -1,500,000 2248726
Net assels 2.871.878 1,500,000 4,071,878
EQUHTY
Cordributed equity 14,675,568 1.530,000 168,205,569
Reserves {t 4]
Accumulated
profits/{losseas) (12,103,691} {30,000) (12,133 .891)
Totat equity 2571878 1,500,000 4,071,878
Mote Ar Application of New Equily 1o Bank Dabi

Note B:
Mote O

Interest charges post re-capitalisation
The consotidated proforma balance shizet post re-capitafisation other than in the terns of ASS above
rerfizins unchanged.
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