THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR IMMEDIATE ATTENTION

SECOND SUPPLEMENTARY TARGET’S
STATEMENT

This document is a supplementary target’s statement under section 644 of the Corporations Act 2001 (Cth).
It is the second supplementary target’s statement (Second Supplementary Target’s Statement) issued by
Advance ZincTek Limited ACN 079 845 855 (ANO). This Second Supplementary Target’s Statement
supplements ANO’s target’s statement dated 21 December 2023 (Target’s Statement) and the first
supplementary target’s statement dated 5 January 2024 (First Supplementary Target’s Statement).

THE REVISED INDEPENDENT EXPERT’S REPORT MAINTAINS THAT THE OFFER IS FAIR AND
REASONABLE

THE INDEPENDENT DIRECTORS REAFFIRM THEIR RECOMMENDATION TO SHAREHOLDERS TO
ACCEPT THE OFFER







INTRODUCTION

This Second Supplementary Target’'s Statement is issued by Advance ZincTek Limited (ANO) in relation to
the off-market takeover offer to acquire all the shares in Advance ZincTek by Ankla Pty Ltd ACN 074 315
432. A copy of this Second Supplementary Target’s Statement has been lodged with ASIC on 5 February
2024. Neither ASIC nor any of its officers take any responsibility for the contents of this Second
Supplementary Target’s Statement.

This document supplements, and should be read together with, both the Target's Statement and the First
Supplementary Target's Statement. This Second Supplementary Target’'s Statement prevails to the extent of
any inconsistency with the Target's Statement and First Supplementary Target’'s Statement.

Unless the context requires otherwise, terms defined in the Target’'s Statement have the same meaning in this
Second Supplementary Target's Statement. In addition, this Second Supplementary Target's Statement uses
the same headings, subheadings, and numbering as is used in the Target’'s Statement.

1. REASON FOR THE INDEPENDENT DIRECTORS NOT ACCEPT THE OFFER IN RESPECT OF
THEIR OWN ANO SHARES

The First Supplementary Target's Statement corrected a typographical error regarding the intention of
the Independent Directors to not accept the Offer in respect of their own ANO Shares.

Notwithstanding the Independent Directors’ recommendation to accept the Offer, for personal reasons
the Independent Directors do not intend to accept the Offer in respect of their own ANO Shares.

The basis for not including any reasons for their respective decisions to not accept the Offer in the
Target Statement or First Supplementary Target's Statement was primarily based on a concern that such
disclosure may lead to ANO Shareholders placing too much emphasis on matters which are personally
held views premised on uncertain and unquantifiable future opportunities for ANO. This was weighed up
against the presently less speculative and overwhelmingly more certain factors forming the basis for the
recommendation of the Independent Directors’ that ANO Shareholders accept the Offer.

To provide ANO Shareholders with the reasons why the Independent Directors have chosen not to
accept the Offer in respect of their own ANO Shares, these reasons are set out below:

(@) The Independent Directors hold a long-term view on the prospects of ANO and if certain
circumstances were to transpire and ANO is able to take advantage of any resulting opportunities, it
could result in ANO Shares being worth more than the Offer Price in the future. In Section 2 of the
Target’s Statement, the following example was provided:

For example, the U.S. Food and Drug Administration may ban the sale of chemical sunscreens in
the America in the future. If this were to occur, ANO would be well positioned to benefit from such a
decision given its products are used in the manufacture of non-chemical sunscreens. This value is
not reflected in the Offer.

(b) The Independent Directors have a high-risk threshold in terms of their investment approach. For
example, Mr Rade Dudurovic has a background in private equity, and he is comfortable in taking a
longer-term view on uncertain events occurring.

(c) The risk reward trade-off is equally well understood by the Independent Directors whose respective
personal investment situations allows them to have a high tolerance for risk. While significant, the
Independent Directors’ investment in ANO is not so material that the Independent Directors are
financially able to take investment risks which may not be appropriate for ANO shareholders in
general.

(d) Both Independent Directors are comfortable participating in and being long term owners of
investments that may experience significant return volatility. For example, many of the proposed
strategic initiatives may require a longer timeframe to deliver results.

2. COMMON DIRECTORSHIPS HELD BY THE INDEPENDENT DIRECTORS IN OTHER COMPANIES
WHERE MR MIZIKOVSKY IS A MAJOR SHAREHOLDER




Below is a summary of directorships held by the Independent Directors in other companies where Mr
Mizikovsky is a major shareholder:

Rade Dudurovic VeganicSKN Limited
SenterpriSYS Limited

Linda Barr Tamawood Limited
VeganicSKN Limited

3. REVISED INDEPENDENT EXPERT’S REPORT

The Independent Expert, Advisory Partner Connect Pty Ltd, has issued a revised Independent Expert’s
Report. The Independent Expert has maintained its conclusion that the Offer is fair and reasonable but
has considered and provided additional information in respect its report to assist ANO Shareholders
understand better the basis upon which the conclusion was reached.

Full details are set out in the copy of the revised Independent Expert’'s Report, which is attached to this
Second Supplementary Target's Statement.

4. AUTHORISATION
This Second Supplementary Target's Statement is dated 5 February 2024 (being the date on which this

Second Supplementary Target's Statement was lodged with ASIC) and has been approved by the
Independent Directors.

Signed for and on behalf of Advance ZincTek Limited:

Rade Dudurovic
Independent Director
Advance ZincTek Limited
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Financial Services Guide

About us

Advisery Partver Comnect Pty Lud {"Advisory Partner*) a Corporate Authorsed Representative af AP Lioyds Ply Ltd ACN 643 090 339
Australan Faancal Servces Ucence (YAFSLY) 526061 has been engaged by Advance ZineTek Lenited [ASK:ANO) (*ZncTak®) or {“the
Company”} to orowvde frundal product advece n the form of an ‘ndependent expert 1eport (*the Repont”'} to express our opinion
whether the offer = fai and regsonatile (“Offer”). Our Resort sets out owr opinion as to the Fair Market Vaue of the shares in TrcTek,
The Corporaions Act 2000 (Cih) requives us 1o provide this Frands! Sesvioes Guide [*FSG*) in W with the ched Report
pregared for ZincTok. You are not the party who engagod us 1o preénae this Report and we &0 not acting fof avy oersan othes than
ZincTek. This FSG provides impartant Infarmation desyned to assist Starchoderns @ forming ter views ol the Offer and »
understanding avy general Foancial advice pravided by Advisory Partner a this Report. Cur Report s nat intended to compr ise persanal
retal financal product advice to reta] Investors or market sefated advice o retall imvestars. This FSG contains foemation about our
engagement by the directors of ZncTek to pregare this Report In connection with the Offer, the faanda! services we are authorsed to
provide, the remuneration we (o sty other refevont parties] may receive in connection with the Engagement, and detalls of our
Irtwe vl i esder il dispute reso ulion systems and how these may be scoessed

Financial services we are authorised to provide

Advisory Pactner ks a Comporate Authorised Representative of AP Lioyds Pty Ltd, the holder of Australan Financal Semvlces Licence
MumDer 526061, 15 respons bie ta you for the services pravided under this FSG. As a Corporate Authorised Representative the Australlan
Financia Services Licence autharses us to pravide the following services to toth setall and whaesse cients, financial product sdvice
in relation to securities, fived income and derivatives

General financial product advice

This Report contaims only genera: finandal product advce. It was prenared wthout taking nto account your persomal oojectves,
finandal situation or needs. Where the advice relates to the appiat-‘m for or acgsstion of a finandal preduct, you should sso obtan
and read carefully the relevant offer document or exp dam ded by tne lssuer ar seller of the financia! prodoct
before maxing a decision regarding the sppication for or xoumnn of the fimancia product.

Remuneration, commissions and other benefits

Aduisory Partser charges fees for its servioes and will receive a fee of $20,000 {excluding GST) for s woek 0n this Report. These fees
have been agreed on, and will be pad saely by ZincTek, which has engaged our services for the purpase of providing tvs Report.
Advisory Partner mary seek reimbursement of 21y sut of pecket expenses incurred in praviding these services. Dur advsers are drectors
and emplayess of Advisary Partner who ave nad salares and duidends by Advsary Partner and may also receive bonuses and ather
benefits from Advisory Partner. Qur advisers may alternaotively be paid by means of commission determined by a percentage of revenue
wrilten by the sdviser,

Associations and relationships

Othwér than a5 st out i this FSG or this Report, Advisory Partner has no assoclation or relstionship with any nerson who might
reasonably be exoeded to be capable of influencng them in providing advice under the Ingagement. Advisory Pactner, ts officers and
employees and other related pacties nave not and wil not receve, whether directly or indirectly, sy commason, fess, or benefits,
extept fur the fees to be pald to Advisory Partner for yervices rendered in prodocing this Report. Advisory Portner, its directors and
employees do not have on interest M secaritios, dinectly or Indrectly, which are the subject of Uvs Report. Advisory Partaer mmury perfoem
paid secvions in the ordingey ceurse of business Tor entities, which are the subiject of this Repon

Risks associated with our advice

This Mdvisory Parteer sdvice is provided in connection with the attuched Repoct relst ng to the Offer The Repoct comprses genernl
product sdvice snd dees not comprise personil retsl linsacin’ product advice 10 retail investars o maraet-relted advice to retail
Investors. The Report is an expression of Advisory Poartres’s opinion as te whether the Offer is fair and reasonatle. However, Advisory
Partner's opinion shoud not be constraed s o recommendstion as 1o whether of oot 1o aaprove T Proposed Transmton. Approval
of ejection of the Offer Is a matte foe individual Sharenolders Based on thelr own circamstanos, including risk proflie, liquidiny
prederence, investment strategy, partfolo structure, and tax peﬂion S’lannﬂd«s who are in any douit as to the ait'on they shoud

tike in refaton to the Offer should cansut ther own Ind d d Further informaton on the rsis, assumptions
and qualdications gssocated with the advice s contained within he Regort.
Compensation arrangements

Thee lew requines Advisary Pacther Lo nave arrangements i place W compensate cerTain persans for 1oss o damage Uy salfer from
curtain beeaches of the Corporations At by Advisory Partner or its reanesentatives,  Advsary Partner has Imterndl compensation
arr ois as well 28 prof Indk y insamnce that satisfy these requirements.

Complaints
Advisocy Patner is 0 Corporate Autharsed Representatve of AP Loyds Pty Lud, thiy ane requind 1o have 30 interni comaaints-
randling mochanism, AT compaints can be add essid 1o o at Lewel 18, 32400000 52, Beisbane QLD 4000, You may contact us on T+61
7 3106 3399 o ¥ +61 7 3054 0438, Eadmin@adysorynartner.comad. AP Lioyds Pry Ltd are not able to resove your comalant to
your satislaction witm 30 days of first lodging Tt with them, you are eotitied ta have your matter referred to the Australian Finandal
Complaints Autharity (AFCAL You wil not be charged for wsing the AFCA service. To contact the AFCA: Tel: 1800 931 678 ar make a
complan at Jhpswwer aftn copau/make 3 compint.

Privacy & use of information

We do not collect peesonnl infformation on adividus’ dients and are bound by the Advisory Pastner Privacy Poicy = Lhe way that it
gowerns povsonal indocmation colected on Clents. If you Nave any Questions on prvacy please see our privacy policy 0n ouwr website
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2 February 2024

The Directors

Advance ZincTek Limited
1821 Ipswich Road
Rocklea

QLD 4106

Dear Sirs

INDEPENDENT EXPERT'S REPORT — OFFER TO PURCHASE OF ADVANCE ZINCTEK LIMITED BY ENTITIES
OWNED BY MR LEV MIZIKOVSKY

Introduction

The directors of Advance ZincTek Ltd (ASXANC) (“ZincTek™ or the “Company”) have requested Advisory
Partner Connect Pty Ltd ("Advisory Partner”) to prepare an Independent Expert Report ("IER") to the
unrelated shareholders of ANO (the "Shareholders”), setting out our opinian as to whether ar not the offer
by Ankla Pty Ltd (“Ankia"), an entity owned by Mr Lev Mizikavsky, is fair and reasonable,

The offer Is 10 purchase zall of the shares in Zinctech for $1.05 per share {the "Offer” or "Transaction™},
however the Mr Lev Mizikavsky has Indicated a preference to purchase up to 11,237,709 shares in ANO.

There is no minimum acceptance condition.

ZincTek has engaged Advisory Partner to provide an Independent Expert Report (the “Report” or “IER"},
which will be provided to the Sharehaolders, to assist the Directors of ZincTek in providing the Shareholders
with sufficient information to make thelr to decision as 10 whether 1o accept the offer or not.

Summary Opinion
In our opinion, the Offer is fair and reasonable for the Shareholders of ZincTek.

Fairness
In forming our opinion to the fairness of the Cffer, we have valued each companent of the proposal being
the fair market value of an ZincTek share refative to the cash offer provided by Ankla

Table 1: Fair Value
Fair Value
Low Value High Value
Fair Value of ZincTak share on a controlling basis ¢ 058 0.62
Cash cffer for shares 105 1.05
Premium / {Discount) $ 7% 68%

Source: AP Amalysis
Advisory Partner assessed the fair market value of ZincTek shares, on @ control basis, is between $0.59 and
$0.82 per share. By comparison, the assessed value of the consideration provided for under the Offer is $1.05
per share, As demonstrated above, the value of the consideration being offered is higher than the value of
an ZincTek share and as a result, the Offer is considered fair and reasonable for ZincTek Shareholders,

We note that we have valued the ANO shares on a controlling basis, which allows for a 25% control premium,
and the Offer represents a premium ahove the assessed value of mare than 60%.
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As the Offer is fair, it Is also reasonable. To assist the Shareholders in their decision-making process we have
summarized the fallowing:

e  The likely advantages and disadvantages associated with the Offer; and
* Alternatives, including the position of Shareholders if the Offer does not proceed.
Sharehelders of ZincTek sheuld read the full Report, where thelr matters are explained In mare detalls,

Advantages of Approving the Offer
Set out below Is @ summary of the key advantages to the Shareholders of accepting the Offer.

* Liquidity of ZincTek's Shares
ZincTek shareholders currently face illiquidity in the trading of their shares, On a typical trading day,
ZincTek shares are thinly traded and have a wide bid-ask spread. As a result, it is difficult to sell
shares in ZincTek, The offer provides shareholders with a fixed cash price to sell their shares.

* Trading Conditions
As indicated in the company’s annual report, the sales orders received have not been converting
into revenues and has proven an unrellable indicator for future sales, This offer pravides a liquidity
event in tough trading conditions.

Disadvantages

*  ASX Shareholder Spread Requirement
The company may be unable to hold the minimum shareholder spread required by the ASX to keep
their listing. This requirement is 300 non-affiliated security helders whe each hold shares with a
value (Sased on the issue price) of at least $2,000.

* Liquidity of ZincTek's Shares
Mr Lev Mizikavsky has indicated that despite that the offer is in respect of all ANO shares, the
preference (s to Increase the holding from 51.58% ta 70%. In the case that Mr Lev Mizlkovsky does
not acquire all shares, existing shareholders will face further illiquidity conditions on the ASX, This
will also grant Mr Lev Mizikovsky greater control over the company.

*  Greater concentration of shareholding
If the offer is accepted by sharehalders, it will result in Mr Lev Mizikovsky having greater control
over the company. This may result in negative implications such as a greater difficuity to raise
capital, less control for minority shareholders, and a more difficult governance environment.

Other Considerations

* Availability of alternative transaction
The company has not recelved any other offers since the announcement of this Offer.

* Compulsory acquisition if the 90% ownership threshold is reached.
The corporations act alows for a compulsary acquisition if the balance of the shares if the Mr Lev
Mizikovsky achieves 90% ownership.

INDEPENDEINT CXPLRT REPORT ADNVANCE ZINCTEK| Uimited labiity by o scheme aporoved under Professonal Stondards
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Shareholder circumstances

Advisory Partner has not considered the effect of the Offer an the particular dreumstances of individual
Shareholders. Some individual Shareholders may place a different emphasis on various aspects of Proposed
Transaction from that adopted in this Report, Accordingly, individuals may reach different conclusions as 1o
whether or not the Offer is in their individual best interests. The decision of an individual Shareholder in
relation to the Offer may be influenced by their particular circumstances [including their taxation position)
and accordingly, Shareholders are advised 10 seek thelr own independent advice,

Other matters
This Report has been requested by the ZincTek Directors to assist the Shareholders in their decision to accept
or reject the Proposed Transaction.

This Report should not be used for any other purpose and Advisory Partner does not accept any responsibility
for its use outside this purpose. Except In accordance with the stated purpose, no extract, quote or copy of
our Report, inwhaole or in part, should be reproduced without cur written consent, as to the form and context
in which it may appear.

Advisory Partner acknowledges that this Repart may be lodged by the Directors with the ASX,

Conclusion
Based on the above, we have concluded that the Offer is “fair” having assessed the consideration paid is
greater than the value of a ZincTek share. As 3 result of being fair the transaction is also “reasonable”.

This opindon should be read in conjunction with the full text of this report which sets out our findings.

Yours faithfully

G ot

Brett Plant
Director
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Glossary of Terms

Table 2: Glossary of Terms

Advisory Partner of we  Advisory Partner Connect Pty Ltd

or AP or our

Ankla Pty Ltd Entity owned by Mr Lev Mizikovsky

ASIC Austrakan Securities and investment Commission

2incTak Advance ZincTek Limited

ASX Austrakan Securities Exchange

Bld-Ask Spread A bid-ask spread Is the amount by which the ask price exceads the bid price for an asset
in the market,

Control Premium An allowance made for the gremium for control given the strategic benefit that a
controlling Interast woukd provide

Corporeations Act Corporations Act 2001

Déution Dilution refers to the reduction in the percentage of exsting shareholders’ ownarship in
a company when It ssues new shares of stock

EBITDA Eamnings befora Interest, Tax, Depraciation and Amortisaven

EBITDA Mukiple The ratko Entarprise Value: Earnings Before Interest Tax Depraciation and Amortisation

Engagement Our engagement by the Directors of ZincTek to prepare the Report in connection with
the Offer,

Enterprise Value The total value of the business and is equal to Debt + Equity

FOS Fonanclal Ombudsman Service

Free Foat The shares of a company that can be publicly traded and are nat restricted (ie., beid by
Insidars)

FSG Fnancial Services Guide

Future Maintainable The capitalisation of estimated future maintainable earnings by an appropriate multiple.

Earnings Method

FY Financial Year

HY Half Yaar

Ligudity The ease In which an asset or security can be convertad into ready cash without affecting
its market price,

L™ Last Twelve Months

Nat Debt Current Portion of Debt + Non.Current Portion of Debt - Cash and Cash Equwvalents

NACE Code Nomenclature of Economic Activities (NACE] Is the European statistical classification of
eonamic actwities

NAICS Code North American Industry Classification System (NASCS) i the standard used by Federal
statistical agencies in classifying business establishments

KPY Net Present Value

NRV Net Realsable Value

Report The independent expert’s report

RG111 Regulatory Gulde 111 - Content of Expert Reports

Statistical Quttier An extremaely high or extremaely low data point relative to the nearest data point and the
rest of the neighbouring co-existing values in a dataset,

Surplus Assets Surplus assets are assets that form part of a business entity or comparny but do not

contribute to the earnings or cash flow generation capacity of that business or company

Source: AP Amalysiy
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1.0 Outline of the Offer

1.1 Introduction and Background

Advance ZincTek Limited {ASX:ANO) (ANC or the Company)} in its announcements on 11 October 2023 was
advised that Ankla, an entity owned by My Lev Mizikovsky, intended to make 2 cash off-market takeover
offer for all ANO shares. Mr Lev Mizikovsky clarified that its offer is in respect of all ANO shares however its
preference (s that it will only acquire up to 11,237,709 shares in ANQ as part of the Takeover Cffer. As the
Offer is for all of the shares that Mr Lev Mizikovsky doesn’t own in ANO, its percentage awnership could be
more than 70% as a reswlt of the Transaction.

There is no minimum acceptance condition.

1.2 Key steps and Conditions of the Offer
The Offer has the following elements:
* 2incTek shareholders will be affered on the basis of $1.05 cash for each share held;

* The Shareholders need to make a decision ar or before the end of the Offer Period whether 10
accept the offer or not; and
¢ There is no minimum or maximum acceptance,

1.3 Outcome of the Offer

Should all Shareholders of ZincTek accept the Offer, the no longer trade an the ASX and will be a privately
owned company,

If more than 90% of shares are held by Ankla, they are able to force a compulsory acquisition of the balance
of the shares,
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2.0 Purpose, Scope and Basis of Assessment
2.1 Legisiative requirements

Section 540 of the Corparations Law requires an expert opinien to be provided where the bidder (s connected
with the target company.

Section G40 provides that if:
[3) the bidder's voting power in the target is 30% or more; or
(b) for a bidder wha is, or includes, an individual — the bidder is a director of the target; or
|c) for a bidder who s, or includes, & body corporate — a director of the béidder Is a director of target.

A target statement given in accordance with subsection 638 must include, or be accompanied by, a report
by an expert that states whether, in the expert’s opinion, the takeover offers are fair and reasonable and
gives the reasons for forming that opinion,”

2.2 Purpose of the report

Advisory Partner has been appointed by the Directors to prepare this report 10 satisfy the request for the
preparation of an IER as described above, This report is intended to accompany the target statement to be
provided by the Directors to the Shareholders entitled to vote on the Offer ("Target Statement”),

This report accompanies the Target Statement, required to be provided to the Shareholders, and has been
prepared to assist the Directors in fulfilling their obligation to provide sharehaolders with full and proper
disclosure to enable them to assess the merlt of the Offer,

This report should not be used for any other purpose, and we do not accept any responsibility for its use
outside this purpose. Except in accordance with the stated purpose, no extract, quote or copy of our report,
in whole ¢r in part, should ke repraduced without our written consent, as 1o the form and context in which
it may appear.

For the purposes of our opinion, the term “fair market value” is defined as the price that would be negotiated
in an open and unrestricted market between 3 knowledgeable, willing, but not anxious purchaser, and a
knowledgeable, willing, but not anxious vendor, acting at arm's length.

2.3 Scope

The scope of the procedures we will undertake in forming our opinion on whether the Offer is fair and
reasonable for Sharehaolders will be limited to those procedures we believe are required in order to form our
opinion, Our procedures, in the preparation of the report, will not include verification work nor constitute
an audit or assurance engagement in accordance with Australian Auditing and Assurance Standards Issued
by the Australian Auditing and Assurance Standards Board {“AUS”) or its predecessors. Accardingly, Advsory
Partner does not warrant that its inguiries have identified or verified zll of the matters which an audit,
extensive examination or "due diligence” investigation might disclose.

In preparing this report, we have relied on information provided by various officers of ZincTek. We have not
undertaken any verification of the financial or other information provided by those officers, or other parties,
assetout in this report. Advisory Partner believes the information provided to be reliable, complete and not
misleading and has no reason to believe that any material facts have been withheld. The information
provided was evaluated through analysis, inquiry and review for the purpose of forming our opinion. Where
Advisory Partner has relied on the views and judgement of management the Information was also evaluated
through analysis, inquiry and review to the extent practical, However, such infarmatien Is eften not capable
of external verification or validation.,
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ZincTek has agreed to indemnify Advisory Partner and their partners, directors, empioyees, officers and
agents (as applicable) against any claim, liability, loss or expense, costs or damage, arising out of reliance on
any information or documentation provided by ZincTek, which is false and misleading or omits any material
particulars, or arising from failure to supply relevant documentation or information.

Advisory Pariner is a Corporate Authorised Representative of AP Lioyds Pty Ltd ACN 643 090 359 Australian
Financlal Services Ucence 526061. As a Corporate Authorised Representative  of an
Australian Financial Services Licence, we are required to provide a Financial Services Guide in situations
where we may be taken as providing financial product advice to retall clients. A copy of Advisary Partner
Financial Services Guide is s&t out in the beginning of this Report,

2.4  Basis of evaluation

In farming our opinion as to whether or not the Cifer is fair and reasonable for the Shareholders of ZincTek,
we have considered the following.

The Carporations Act does not define the expressions "fair” and "reasonable”. However, guidance (s provided
by the Regulatory Guides issued by ASIC, which establish certain guidelines in respect of independent
expert's reports required under the Corporations Act or commissioned voluntarily. In particular, Regulatory
Guide 111 "Content of Expert Reports” (RG 111) has been considered,

RG 111 draws a distinction between “fair" and “reasonable”. An offer is fair if the consideration is equal to
or greater than the value of the securities subject to the offer. The comparison must be made assuming 100%
ownership of the target company irrespective of the percentage holding of the bidder or its associatesin the
target company.

RG 111 considers an offer 1o be “reasonable” if
e The offer is "fair”; or

e Despite not being “fair", the expert believes that there are sufficient reasons for security
holders to accept the offer in the absence of any higher offer.

RG 111 sets aut some of the factors that an expert might consider in assessing the reasonableness of an offer
including:

e  The bidder's pre-existing voting power in the target company;
e Other significant security holding blocks in the target;
e The liquidity of the market in the target’s securities;

e  Taxation losses, cash fiow or other benefits arising through achieving 100% ownership of the
target;

e Anyspedal value of the target to the bidder;

e The likely market price if the offer is unsuccessful; and

*  The value to an zlternative bidder and likelihood of an alternative offer being made.
In our opinlan, the Offer will be fair if the value is greater than the market value of the securities in ZincTek
Group, inclusive of an appropriate premium for control.
In considering whether the Offer is reasonable, other factors that have been considered include:

e Current financal performance and forecast performance;

e Thelikeiiheod of an alternative offer and altemative transactions;

e Thelikely market price of ZincTek Group shares in the absence of the offer; and
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e  Other advantages and disadvantages for ZincTek's Shareholders of approving the Proposed
Transaction,

We have not considered special value in forming our opinion. Special value is the amount which a potential
acquirer may be prepared to pay for a business in excess of the fair market value. This premium represents
the value to the potential acquirer of potential economies of scale, reduction in competition or other
synergies arising from the acquisition of the asset not available to likely purchases generally. Special value
is not nermally considered in the assessment of fair market value as it relates to the individual circumstances
of special purchasers.

2.5 Reliance on Information

This Report Is based upon finandal and other information provided by ZincTek. Advisory Partner has
considered and relied upon this information. Advisory Partner believes the information provided to be
reliable, complete and not misleading, and has no reason to believe that any material facts have been
withheld, The information provided was evaluated thraugh analysis, inquiry and review for the purpose of
forming an opinien as to whether the Offer is fair and reasonable.

ZincTek has agreed to indemnify Advisory Partner, and the directors, partners and employees of Advisory
Partner and any related entity against any claim arising out of misstatements or omissions in any material
supplied by the ZincTek, its subsidiaries, directors or employees, on which Advisory Partner has relied.

Advisory Partner does not warrant that its inquiries have identified or verified all of the matters which an
audit, extensive examination or “due dillgence” (nvestigation might disclose, In any event, an opinlon as to
whether & corporate transaction is fair and reasonable is in the nature of an averall opinion rather than an
audit or detailed investigation. Preparation of this Report does not Imply that Advisory Partner has audited
in any way the financial accounts or cther records of the Company,

It is understood that the accounting information provided to Advisory Partner was prepared in accordance
with generally accepted accounting principles and except where noted, prepared in 3 manner consistent with
the method of accounting used by the Company, in previous accounting periods.

An important part of the information base used in forming an opinion of the kind expressed in this report
are the opini and judgement of management. This type of information was also evaluated through
analysis, Inquiry and review to the extent practical, However, such information (s often not capable of
external verification or validation,

2.6 Current Market Conditions

Qur opinion is based on economic, market and other conditions prevailing at the date of this Report. Such
conditions can change significantly over relatively short periods of time. Accordingly, changes In those
conditions may result in any valuation opinions becoming quickly outdated and in need of revision. Advisory
Partner reserves the right to revise any valuation, or other opinion, in the light of material information
existing at the date of this Report that subsequently becomes knawn to Advisory Partner.

2.7 Sources of Information

Appendix A to this Report sets out details of information referred to and relied upon by Advisocy Partner
during the course of preparing this Report and forming our oplnéan.

2.8 Assumptions

In forming aur opinion, the following has been assumed:

e Al relevamt parties have complied, and will continue to comply, with all applicable laws and
regulations and existing contracts and there are no alleged or actual material breaches of the same
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or disputes (including, but not limited to, legal proceedings), other than as publicly disclosed and
that there has been no formal or informal indication that any refevant party wishes to terminate or
materially renegotiate any aspect of any existing contract, agreement or material understanding.
other than as publicly disclesed;

e That matters relating to title and ownership of assets (both tangible and Intangible) are In good
standing, and will remain so, and that there are no material legal proceedings, or disputes, other
than as publicly disclosed;

* Information in relation ta the Offer pravided to the Shareholders or any statutory authority by the
partles as part of the bidder’s statement or the target’s statement (s complete, accurate and falrly
presented in all material respects; and

e The legal mechanisms to implement the Offer are correct and effective,

INDEPENDINT CXPLRT REPORT ADVANCE ZINCTEK| Umited llabiitty by o scheme aporoved under Professonal Stondards
Legisiation. 12




ADVISORY #: PARTNER

DELLEERI KD CLANBM LYY

3.0 Business Environment

In arriving at our valuation opinion, we have considered the outlook for the Australian economy and the
relevant industry affecting ZincTek's.

3.1 Economic Analysis

While the economy has been subdued in 2023, the economy has proven resilient than expected, supporting
better conditions for Australian businesses, The Navember outlook for growth has been revised up by the
RBA compared to the August statement due to stronger than expected growth in private and public
investment along with other factors have more than offset @ weaker outlook for household consumption,
However, higher interest rates, cost of living pressures and higher tax payable have impacted disposable
incomes. Despite this, GDP growth is expected to increase from early next year reflecting stronger growthin
househald consumption and public demand.

Infiation is forecast to dedine te 3.5% by the end of 2024, and further below 3% by 2025. Goods prices have
accounted for majority of the decline in inflation to date and is expected to continue falling in the short-
term. However, services inflation remains above target but is expected to gradually ease to the end of 2025.
In the coming years it is expected there will be an improved balance in the supply and demand across the
economy, including !abour and product markets, which is expected to support lower inflation while GOP
retumns to growth.

The short-term outiook for employment growth has bene revised higher due to stronger expected domestic
activity and stronger growth in the working-age population. The lsbour market has greater spare capacity
than in 2022 but remains at multi-decade lows. Employment growth is forecast to rise more gradually than
forecast than previously at around 4,25% from late 2024 to 2025, There is expected to be greater balance In
the supply and demand in the labour market to support the return to low and stable inflation as growth in
domestic activity returns to trend.

The tightness of the labour market (s driving robust nominal wages in the short-term. Wider measures of
Izbour incomes are expected to outpace the wage price index {WPI), reflecting additional earnings growth
with Improvements in skills aver time and the use of bonuses and other nen-base wage payments to attract
or retain staff.

The cash rate (s projected 10 peak at £,5% before declining to 3.5% by the end of 2025. This has been
increased since the August statement. The exchange rate is assumed to remain unchanged at the current
level,

The economic outlook is fairly positive going into 2024 as inflation and GDP are expected to trend a return
to historical norms. These conditions may provide markets reasonable confidence that companies will
continue to operate business as usual. As such, we do not believe that Advanced ZincTek will be adversely
affected by these economic factors in the near future.
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3.2 Industry Analysis

ZincTek’s main product is ZinClear XP, which is sold to sunscreen and other cosmetic companies to include
in thelr skin care products. The globalised nature and rapidly changing trends In the cosmetics and beauty
care industry heavily influence manufacturers, This is best represented by the fact that imports satisfy over
three-quarters of domestic demand. However, domestic skincare manufacturers are making progress in the
sunscreen and skincare market. In recent times, local skincare manufacturers have been successful in
capitalising on the growing consumer preferences toward natural or organic skin care products, These
companies have now been zble to leverage the functional properties of Australia’s native botanicals.
Furthermere, ‘dean beauty’ trends and growing consumer demand for home-grown brands have also
worked in the favour of local skincare manufacturers.

ZincTek is most appropriately placed within the Sunscreen and Other Skincare Product Manufacturing
Industry, which is part of the |arger Cosmetics, Perfume and Tolletries Manufacturing industry. Prior to the
COVID-19 outbreak, growth was mainly driven by strong export earnings, however, during the pandemic,
skincare manufacturers introduced "healthy” skincare products, refiective of the shifts in consumer
preferences toward hyglene, safety and self-care. This trend had continued into 2022-23 contributed to 3
higher rate af growth in revenue because of higher prices,

The sunscreen and other skincare product manufacturers are expected to benefit in the coming years due 10
the continued shift towards niche and upscale products. Furthermare, the recent emphasis of Australian
brands being preferred by customers is also expected 1o be advantageous 1o this industry. Recent trends also
identify that this consumer trend Is more supportive of new entrants, which is expected to further drive
future revenue growth. Although these factors may be advantageous, an appreciation in the Australizn dollar
may detriment export growth. It is expected that the industry revenue is forecasted to grow by 3.2%
annualised over the five years to 2027-28 to an estimated 5812.0 million,

Moreover, the industry has recently seen a shift to targeting pharmacies such as Chemist Warehouse and
Priceline Pharmacies in the domestic market, where the manufacturers sell their products only to pharmacles
to protect and control their brand image. Similarly, some manufacturers have used the rise in online
shopping trends and created thelr own e-commerce platforms and other direct selling channels for mass-
market praducts at discounted prices, along with niche or premium products. Overall, the sunscreen and
other skincare product manufacturers have high international trade, reflective of their highlight glebalised
nature which has been an important aspect of the industry in recent years,

With ZincTek being an Australian brand, focussed on using healthy and arganic ingredients for their products,
the company is likely to be supported by the recent shift in consumer preferences and is expected to be in
an advantageous position aver the long term for growth,
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4.0 ZincTek Company Profile

4.1 Company overview

ZincTek manufactures aluminum oxide powder, and zinc oxide dispersions and powder far use in the
personal care sector In Australia, the United States, Canada, Europe, and Internationally. The company
produces and distributes dispersion of mineral-only UV filters in cosmetic emoflients that are used for
sunscreen, skincare, and pharmaceutical formulations, as well as alumina plate-like powders used for
cosmetic applications. It operates through a network of distributors. The company was farmerly known as
Advance NanoTek Limited and changed its name to Advance ZincTek Limited in November 2021, The
company was incorporated in 1997 and is based in Rocklea, Australia. ZincTek was formed In 1997 10
commercialise an advanced materials technelogy originally developed by the University of Western
Australia,

The main product that ZincTek selfs is ZinGear XP, it represents 94% of sales. ZinClear XP is designed to
provide exceptional UVB {SPF — 280nm to 320nm) and UVA (Broad Spectrum —320nm te 400nm) protection
while minimizing reflection in the visible spectra (400am+) which causes the ‘white cast’ on the skin.

4.2 Key personnel

The Directors and officers of ZincTek are detailed below:

Table 3: Directors and Officers of ZincTek

Lev Mizikovsky Mr. Lev Mizikoveky, NZCD (ARCH), AIMM, FAICD (DIP} founded Tamawood Limited
in July 1989 and served as its Managing Déractor from Apnl 2003 to February 2010,
Mr. Mizikovsky serves as Executive Chairman at SenterpriSys Limited and served as
Non-Exacutive Chairman. He t5 the Non-Executive Charman at Advance ZincTek
Limited [formerly known as Advance NanoTek Limited) (formerly known as
Advanced Nano Technologies Limited) since March 3, 2017, He served as an
Executive Chalrman of Tamawood (td. from March 27, 2006 to July 2008, He has
been Non-Executive Director of Tamaweood Ltd. since August 2000 and Antaria
Limited since April 10, 2015.. Mr. Mizikovsky has completed Dwectors Diploma
Course and has been Fellow of the Australian Institute of Company Directars (FAICD)
since 1957,

Executive Chairman

Geaffrey Acton Mr. Geoffray B. Actan, alsa known 3s Geoff, B.Com., C.A., ACA, GAICD, has been the
Managing Director at Advanced ZincTek Limited (formerly known as Advanced Nano
Technologies Uimited) (Antaria Limited] since June 2016 and serves as ks Company
Secretary Since July 13, 2015, Further, he has an in-depth knowledge of the
renewable energy sector as head of the successful Renewable Energy Certificate
trading business established in 2004, He serves as Executive Director at Advance
ZincTak Limited (formerly known a5 Advance NanoTek Limited),

Joint Campany Secretary and
non-executive Director
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Name & Pasition Description

Linda Barr Mrs. Linda Barr Is Non-Executive Director of Advance ZincTek Limited from
September 23, 2022 She has knowledge in accounting systems and over several
yearsin accounting and management rales. Growth and expansion focused director
with executive experience In finance and ICT gained in Manufacturing, Engineering,
Hospitality and Whelasale Dstribution industries. Importantly, she has 3 wealth of
axperiance in Prento, She gained valuable skills in sanior finance and executve roles
reporting 1o an ASX 100 listed Company Board, where she focused on delwering
strategic inzegration of acquisitions, identifying synergies, and creating value added
services for Finance and ICT to support business aperations.

Non-Executive Director

Rade Duduravic Mr. Rade Dudurovic, 8.Com. (Hons), LL.B, [Hons), CP.A,, &5 Non-Executave Director
at AstiVita Limited. Mr. Dudurovic has been Non-Executive Independent Director at
SenterpriSys Umited, He served as Non-Executive Director at Senterpridys Limited
since August 17, 2017. Mr. Dudurovic has many years' experience in investment and
private equity, mcluging senior executive roles with Faration Capital, ANZ Private
Equity, PricewaterhouseCoopers Financial Advisory and Peregrine |Investments
Limited. Mr. Dudurovic serves as the Non-Executive Chairman of Queensiand
Manufacturing Industries Pty. ttd.. Mr. Duduromvic has been an Independent Non-
Executiva Director of Advance ZincTek Umited (formerly known as Advance
NanoTek Limited) (formarly known as Advanced Nano Technologies Limited) since
September 15, 2005

Non-Executive Director

4.3 Ownership and Capital Structure
ZincTek has the following 100% owned subsidiaries

Figure 1: ZincTek's Corporate Structure

Advance ZincTek Limited
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As at 11" of December 2023, ZincTek had 62,431,709 shares on issue. The top 10 shareholders and total
issued ordinary shares of ZincTek as at 11" of December 2023 are summarised below.

Table 4: Top 10 Shareholders as at 11 of December 2023

As of 11th of December 2023

arcentage Held of

Number of Ordinary

ssued Ordinary
Shareholder Name Shares Held

Capital

L Mizkowsky & M Mizikovsky 32,199,517 51.58%
Kearney Ethical Ivestments Pty Ltd 5,076,598 8.13%
M1 Brian Maurice Keamey & Mrs Mirella Ughetts Darcs Kearney 1,899,882 3.04%
Acropols Pty Ltd 1345375 3.08%
BNP Paribas Nominees Pty Ltd 1,318,166 2.15%
Citicorp Noeminees Pty Ltd 837,370 2.11%
Mr Alan Graham Rochford 550,000 1.50%
Mr Edwin Glovanni Diaz 540,140 0.88%
Tep 10 Shareholders 43,867,018 70.26%
Other Shareholders 18,564,661 29.74%
Total ssued Shares 62,431,719 100%
Scurce: Advance ZncTek M &ASX A ements

4.4 Share Price Analysis

In order to assess the reliability of using the traded market price of ANO's shares as a basis for determining
the fair market value of the shares in ANO we have had regard to:

e the liquidity of the stock over the trading period,

o the 'spread’ of ordinary shareholders and the total number of ardinary shares that they hold in the
Company, taking into account any trading or other restrictions applicable to the quoted ordinary
shares;

* the leve! of trading activity of the quoted ordinary shares in the Company {i.e. the volume of trades
of the quoted ordinary shares in the market as a percentage of the total quoted ordinary shares,
and the frequency of the trades);

s the number and frequency of 'unusual’ and/or “abnermal’ trading that takes place in the Company’s
quoted ordinary shares;

« the presence of any factors that may indicate that trading in the shares is the result of significant
speculative trading; and

o the level of knowledge that the ‘willing’ buyers and sellers have in respect of the Company and the
market in which it operates.
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We have analysed ZincTek's daily share close price and volume traded during the period from 4" of
November 2022 to 3™ of November 2023,

Figure 3: ZincTek Share Price Analysis

ASX:ANO Share Price & Volume
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Scurce: Capitol 1 and AP Analysis

Motable events disclosed by ZincTek’s company announcements during the trading period which may have
impacted ZincTek’s share price movements and trading volumes are set out as follows:

Table 5: ZincTek’s Recent Company Announcements

Report Description
31/10/2023 Press Releasa (PR) Takeaver Offer Update & Advisar Appointmants
10/10/2023 Press Release (PR) Intention to Make Takeover Bid
25/08/2023  Annual Repart (AR) Annual Report to shareholders
S/05/2023  Press Release (PR) Sales Update
5/02/2023  Interim Repost {SR) Half Year Accounts
1/02/2023  Eamings Ralease (ER) 15t Half FY23 NPAT up 64% Compared DecFY22{Minus sale of IP)
1/11/2022 Press Releasa (PR) Chairman's Address & FY23 Qutiook

Souwrce: Copltal 1Q
The following tables outline ZincTek's trading data. The past 12-months of trading data was used to
determine dally turnover and monthly velumes. Typically, the large sophisticated and founding shareholders

of smallcap compandes are not traders of their shares.

Table 6: ZincTek’'s Share Overview

Company Ticker Shares Outstanding Free Float

Advanced ZincTek ASKANO 62,431,719 17,087,561

Sowrce: Copited 1

The following table is a summary of Advance ZincTek's 12-month trading data including average daily
volume, low price, high price, and closing price,

Table 7: ZincTek’s Trading Data

Average Dally Volume Share Price
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ASK:ANO Low {SAUD) High {SAUD) Close {SAUD)
Month Ended

Now-22 11,786 2.10 234 220
Dec-22 6876 220 238 238
Jan-23 2,083 222 2138 222
Fei-23 10,831 221 263 238
Mar-23 3,540 199 2.40 231
Apr-23 2,714 215 235 215
May-23 54,379 1.87 215 1,95
Jun-23 4,148 157 157 1.77
Jul-23 2,395 159 189 1.64
Aug-23 17,788 031 170 082
Snp-23 15,924 0.8t 109 0.956
Oct-23 15,742 0.89 108 D.91

Scwvee: Copital 10 & AP Analysis
Given the above data, we note the following regarding ANC’s trading data

e the share price peaked at $2.34 in November 2022 and reached a low of 50.81 in September 2023.
e average daily volumes ranged from 2,089 in January 2023 1o 54,379 in May 2023.

4.5 Liquidity Analysis

The following table displays the volume for each month in the past year, as well as the percentage of total
and free float shares for each given month,

Table 8: ZincTek’s Liquidity Analysis

Vol. Traded as % of Vol. Traded as % of Free Float
Volume Traded Total Shares Shares

Month
Nuv-22 223,929 0N &% 1.3%
Dec 22 137,517 02% oEM
anl3 41,774 01% 0z%
Fer-23 116,622 0 3% 13%
Mar.23 51,425 01% os%
Aar-23 46,136 0.1% 0.3%
May-23 1,250,220 10% T3%
lun 23 87,118 0I1% 05%
Jal-23 62,981 0.1% 04%
Aug-23 409,130 07% 24%
Sep 23 334,412 05% 20%
Oct-214 346,315 06% 0%
Min 4197 0.1% 0%
Average 269,840 A% 1L6%
Modian 177,070 0.3% 1.0%
Max 1,250,720 2.0% 7.53%

Sowvce: Cogitpl) 1Q & AP Anolysis
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We note the following regarding ANO's volume and liquidity data from November 2022 to October 2023:
o the cumulative volume traded of total shares is 5.2% over this peried.
o the cumulative volume of free float shares s 7.3%.
« monthly velumes ranged from 41,774 in January 2023 to 1,250,720 in May 2023,

We have analysed the bid and ask spread in trading data for the previous 12-months. The below chart
demonstrates the bid and ask spread from 4'" of November 2022 to 3" of November 2023,

Figure 4: ZincTek Bid/Ask Spread
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Sowrve: Copila! (Q and AP Anclysiy

In regard to the data provided above, we note the following:
* the minimum spread is 0.27%

the median spread is 3,98%

the average spread is 4.56%

the maximum spread is 22.08%

Based on this analysis we have concluded that ZincTek is a thinly traded share and as a result we have not
used the share price as our primary valuation method,

4.6 Volume Weighted Average Price

We have reviewed the following factors refating to the trading activity of ANO's shares on the ASX:
* the daily high, low and closing share price of trades of ANO;
*  the daily volume of ANO share trading; and
o the volume welghted average share price (“VWAP") of ANO.

Table 9: ZincTek's VWAP

Advance ZincTek VWAP N {igh VWAP
Up to 11th October 2023

1 Day 0.3900 05300 0.9300
& Day 043320 1.0800 0.9270
10 Day 08550 0.9920 09332
1 Month 08250 1.0000 09421
2 Month 1.5000 1.5050 0.9300
3 Month 17600 1.7650 10474
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Sowree: Copite) 1Q & AP Anelysis
We note the following regarding with respect to the share price of ANO in the 3-months leading up to the
takeover announcement on the 11" of Octaber 2023:

e The VWAP ranges from $0.93 {5-day) to $1.05 (3-maonth)

¢ The 1-month VWAP is at $0.94 which is lower than the offer

* The 2-month and 3-month VWAPs are trading above the takecver offer at 50,99 and $1.05
respectively

4.7 Historical Profit and Loss

We detail below the past 3 years Profit and Loss for ZincTek.

Table 10: ZincTek's Historical Profit and Loss

X ACTUAL

Income Statement {000's) _——— —

Revenue 6,523 12,504 13,745
Othar income 982 1,750 895
Total Income 7,505 14254 14 640
Cost of Sales 1,744 5,166 5,677
Gross Profit 5,761 9,088 8,963
Expenses

Employee benefits axpanse 1,5%1 1,625 2,357
Superannuation 233 243 314
Amortisation Charge 8s o6 71
Depreciation 131 1,494 1,705
Legal expense 167 0 128
Directors fees 106 105 107
Insurance fees 150 233 209
Rent expanse 6 7 48
Patent renewal €0 85 80
Travel costs 2 2 3
Rates and taxes 15 16 11
Corporate costs 284 342 268
Consukting 292 103 204
Other operating expenses 1,086 770 927
Total Expenses 5,368 5202 6,460
EBIT 393 3,886 2,503
Interest 128 204 212
NPBT 265 3,682 2291
Income Tax Expense 233 1,491 628
NPAT 32 2,191 1,663

Source: Advance 2inc Tek Maonagement

Table 11: ZincTek's Historical Segmented Revenue

ACTUAL
Segmentad Revenue (00
Revenue
ZinClear 4,401 11,456 11,892
Alusion 2,122 933 945
Sunscrean - 65 308

Sowvee: Advance ZincTex Masogement
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4.8 Historical Balance Sheet
We detail befow the historical balance sheet for ZincTek as a1 30 June 2021, 2022 and 2023,
Table 12: ZincTek's Historical and Current Balance Sheet

30-Jun

Balance Sheet

2022
ASSETS
Current Assets
Cash and cash equivalents 95 1,331 325
Trade and other recenables 1,243 1435 3,833
Inventories 12,153 10,891 13066
Other assets 752 1,290 518
Total Current Assets 14,243 17,951 17,742
Non-Current Assets
Property, piant and eguipment 9,172 10,478 12,004
Capitafised Software & Intangible assets 2,722 2,382 2,000
Restricted Cash 6,656 5,514 5341
Othar non-currant assets 1,670 1,543 1975
Total Non-Current Assets 20,220 20,317 21,320
Total Assets 34,463 38,268 39,062
LIABILITIES
Current Liabiities
Trade and other payables 3,186 445 1,266
Lease liabilites 434 454 513
Provisions 33 105 109
Borrowings 200 0 0
Total Current Liabilities 3913 1,004 1,888
Non-Current Liabllities
Lease labilives 2407 2,084 1,665
Provisions 187 1931 226
Taotal Non-Current Liabilities 2,594 2,275 1,891
Total Liabilities 6,507 3,279 377
Net Assets 27,956 34,989 35,283
Equity
Issued Capal 45,951 50,793 53,103
Reserves 1,519 1,519 1,518
Accumulated Losses (19,519) 117,323) {19,339)
Total Equity 27,956 34,989 35,283

Source: Advaner Zine tek Manugement
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4.9 Historical Cash Flow Statement

We detail below the historical Cash Flow Statement for ZincTek as at 30 June 2021, 2022 and 2023.
Table 13: ZincTek Historical Cash Flow Statement

ACTUAL
sh Flow Statement | N o

Cash From Operating Activities

Receipts from Customers [incl, GST) 10,184 11,120 15,346
Paymants to Supplers & Employesas (inc. G5T) -8,663 9,374 -10823
Least Interest Expense -128 -127 -102
Net Cash Provided by Oparating Activities 1,393 1,619 4421
Cash From Investing Activities

Purchase of Property, Plant & Equipment -3,23% -2,493 -2,737
Paymaet for development assets -E02 715 75
Proceeds on sale of IP and PPE - 1,385 15
Employee loans advanced - -354 £96
Net Cash Provided by Financing Activities -4,041 -2,167 3493
Cash From Financing Activities

Shares issuad during the year 353 2,442 =
[Decrease| / Increase in borrowngs 2,400 -200 -
Repayment of leasa liabilties 200 A58 514
Dwvidends paid -469 - -1,420
Net cash used by financing activities 2,484 1,784 1,934
Net Increase / (Decrease) in cash & cash equiv, -165 1,235 -1,006
Cash and cash equiv at beaginning of year 260 95 133
Cash and cash equlv at end of year K5 1,311 325
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5.0 Valuation of ZincTek’s Shares

We considered the various valuation methods as set out in Appendix 2 in the course of arriving at our
valuation condusion. Our assessment of the appropriate valuation methods applicable for the valuation of
ANO are set out below.

In our opinion, the maost appropriate method with which to value ANC (s the capitalisation of future
maintainable earnings methodology, The capitalisation of future maintainable earnings method estimates
fait market value by capitalising the estimated future maintainable earnings by an appropriate multiple,

This method is appropriate for the following reasons:
* The business is profitable; and
* The business Is 3 mature business with consistent financial performance.
We considered the following valuation methods inappropriate for the following reasans:

*  As we have assessed the shares of ZincTek ta be thinly traded, we don't consider the share price of
ZincTek to be a reliable measure of the value aof the company. We consider that the Net Realisable
Value of Assets method would undervalue the business due to only considering the book value of
the assets and not the future earings potentizl of the business. It may also ignore the value of
Intellectual property, customer relationships, goodwill and other intangible assets.

e We don't consider the Discaunted Cash Flow method te be appropriate as we do not have any
refiable information with regard to future cash flows. The company’s contract sales have been an
inconsistent indicator of future revenues,

In undertaking the capitalisation of future maintainable earnings method 1o value AND, we have given
consideration to the determination of the following:

. an estimate of future maintainable earnings;
. selection of an appropriate eamings capitalisation multiple; and
. the value of any surplus assets

5.1  Future Maintainable Earnings

Future maintainable earnings {(*FME") is the assessed level of sustainable profits, in real terms, that can be
expected to be derived from the existing operations of the business regardless of short-term economic
fluctuations and excludes any ane-off profits or losses.

We have selected EBITDA as the appropriate measure of earnings. Earnings multiples based on EBITDA are
less sensitive to different financing structures, depredation/amortisation accounting polices and effective
tax rates. This allows a better comparison with earnings multiples of other companies,

Ow estimate of the future maintainable earnings of ZincTek is based on the last twelve months results,
adjusted for non-<cash and one-off accounts.

In arriving at FME and to ensure it is a reasonable proxy for underfying earnings of ANO, we have considered
the following:

e The operational and finangal history of ANO for the past 3 financial years. We deem this a
reasonable timeframe to assess the financial performance of the company.
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= The halfyear finandal reparts for FY24 (July — December 2023).

e The EBITDA Margin and revenue growth of ANO from FY17 to FY23 (Appendix 3).

*  Any relevant adjustments to the EBITDA of ANO in the last twelve months [Table 14).
We believe that the last twelve months trading perled s representative of the future maintainable earnings
of the enterprise going forward for the following reasons:

*  The business in its current form is profitable.

e The company is a mature business with consistent financial performance.

* The EBITDA margin is around the historical norm for the business {Appendix 3). This ensures the
current EBITDA is not significantly impacted by under or overperformance.

e Itis the most recent financial data available reflecting current business operations.
The following 1able displays the normalised LTM EBITDA of Advanced ZincTek:

Table 14: ZincTek's Normalised EBITDA

Last 12 months
Revenue 12,504 13,745 7,074 5,573 12,647
NPBY 3,682 2,291 1,020 1,028 1,484
DE&A 1,560 1,776 B8B6 881 1,767
Interest Expense 127 110 54 a8 102
EBITDA 5,369 4,177 1,396 1,957 3,353

Narmalisation Considerations in the 2023 Year:

«  Management have advised that there was $2.9 million of Research and Development expenditure
in the 2023 year. Below are the specific projects currently being claimed by the company as
Research and Development expenditure. Some of the projects have been paused due to lack of
funds:

o Advanced Mineral Combination/Blends {POGETW7HN7?) - expected expenditure $770,835;

o Correlation of BET Specific Surface Area ta UV Protection Performance of Zinc Oxide,as a
Mineral UV Filter, in ZinClear Sunscreen Finished Products (PECSATYGA)—expected
expenditure $232,525;

o High Purity Alusion (PQRTEWZVW) — expected expenditure 573,830;

o Lithium Cathode Material {PETJS0XB3) - expected expenditure 50.00;

o Zinc Oxlde Coating - Surface Coating for ZinClear XP (PA3B7GFIW) - expected expenditure
50.00; and

o ZinClear XP Timber Oil (PSAKGYYVI) — expected expenditure 55,202,

We note the following in relation to the projects as advised by the independent directors:

- All projects are a continuation of the company’s existing business and are more incremental
improvements that significant new products;

< There are no prospects for any of the Projects to produce a material change in the current
business; and

- Any new products developed will require as significant period of time for them to enter the
market and generation cashflows.
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As a result of the information provided and detailed discussions with management we have not
added back research and development as we consider this expenditure is required 10 stay in
business, We have also concluded that there isn't any separate value in the research and
development due to it relating to current operations and marginal improvement to existing
business.

* Management have advised that they have adjusted their bill of materials, accordingly, an
adjustment has been made in November to revalue the current Inventary holding based on the
following,

- Costof Labour has increased.
- Acost has been added for consumables. and
- Freight cost has been added to inventory held overseas.

This adjustment has increased the inventory value on hand by $671,512.36. We have been advised
by the company’s audit committee that $235,000 relates 1o the 2024 financial year with the balance
refating to the prior yeas. In using the last 12 maonths, as the future maintainable earnings, we
consider that this adjustment will be absorbed within this period and as a result we don't consider
that an adjustment is required to take the change in inventory value into account,

5.2 Earnings Multiple

The appropriate earnings muitiple is usually assessed by collecting market evidence with respect to the
earnings multiples of companies that are comparabie. Such multiples are derived from:

o share market prices of caomparable listed companies;
* initial offer prices of shares in comparable companies; and

* prices achieved in mergers and acquisitions of comparable companies.

As Advance ZincTek has little, if any, direct comparable firms listed in Australia, Advisory Partner has
identlfied key criteria which best reflects the company's core business operations which include:

*  NACE Code begins with 20.59 (Manufacture of other chemical products);

* OR NAICS Code begins with 3259 (Other Chemical Product and Preparation Manufacturing);
* AND Company Type In Public Company; and

* AND Business Description indudes “personal care” OR *healthcare” OR “cosmetics”

The critena were then used In the Screener tool provided by S&P Capital 1Q database 1o [dentify potential
comparable firms. These companies were further researched to evaluate the screen and is shown below:

Table 15: Comparable Companies

Bantarany Market

Company Name - J“' adii Cap EV (AUSM) EV/Revenue EV/EBITDA Weighting
L {AUSM)

Agvance Hachek F it 6462 6647 458x 16.27x

Limited Caompany

ofina plc Fitic 042 9058 1.26% 1,38x 30%
Campany
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Rarmada Gefatines Public

Limited Compary 4651 191 1.23% 9.71x 10%
Publc

Floridienne S.A 966.78 1399.86 1.56% 14.65x 105
Company

N'ma Gelatin India Publec AT - s —_— o

Limized Company

Groupe Berkem Saciété  Publc 2805 13543 A S 2

anonyme Company

Osaka Organic Chemical  Publc 5314 o e - -

Industry (td Campany

Source; Capitel 1Q Pro & AP Analysis

The table below highlights key business characteristics which are similar between the comparable firms
and ANO. The companies were weighted based on similarities using the criterla in the table below. We've
ascribed a weighting of 30% to companies who fulfill every characteristic and deduct 10% weighting for
each characteristic missed.

Table 16: Comparable Company Similarity Table

Market

S lied t Global f
Chemical PPiecto e cap EBIDA o piic
Company cosmetics, Market Margin
nge Py Listing

Processing
6 healthcare Operations

{40-100)

Advance ZincTek Limited
fofina plc

Narmada Gelatmes Limited
Hordienna 5.4,

Nitta Gelatin India Limited
Groupe Berkem Socidteé
anonyme

Osaka Organic Chemical
Industry Ltd.

Source! AP Analysis
The following chservations were made with respect to the comparable companies

« lofina plc specializes in the production of iodine and the manufacturing of spedalty chemical
derivatives with headquarters in the United States and operations globally.

* Narmada Gelatines Limited is an Indian company which manufactures ossein and gelatin through
chemical processes, selling products warldwide.
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* Floridienne S.A. is 2 diversified Belgian industrial group with a key segment in chemical processing,
along with operations in healthcare cosmetics and has a global market presence.

*  Nitta Gelatin India Limited uses chemical processas 1o produce Gelatin for various commercial uses,
including Pharmaceutical purposes and has cperations across India, lapan and China.

*  Groupe Berkem Société anonyme is a plant-based chemical manufacturer with a large international
presence and a segment for health and nutrition.

* Osaka Organic Chemical Industry is a company located in Japan, focused on the production and
marketing of arganic chemistry Industry products and other chemical derivatives with operations in
Japan and Korea,

Although there are some differences between ZincTek and comparable companies, the analysis provides an
Indicative range of EV/Revenue and EV/EBITDA multiples that may be regarded relevant for the purpose of
valuing ZincTek. Advisory Partner has placed a particular emphasis on the trading multiples of lofina plc,
Groupe Berkem Soclété anonyme and Nitta Gelatin India Umited in considering the appropriate multiple,

EV/Revenue EV/EBITDA
Minkmum 1.23% 4.38x
Median 156x% 9.94x
Average 157% 10.3%9«
Weighted Avarage 1.52% 945x
Maximum 2.12x 16.71x
Skaw 089 018

Source: AP Analysis

We've used the below formula to determine the skewness of the sample which indicates the symmetry of a

dataset:
n X=X, ..
(n— l)(n—Z)Z( 5 )"3

We have assessed the comparable list of companies based on their similarity to ANO's business operations
and weighted each company based on this assessment. As 2 result, we have determined the weighted
average earnings multiple and used this as the low end of our range. Furthermore, we have assessed the
skew and statistical outliers within the comparable companies and as 3 result, determined the median of the
comparable companies 1o be used for the high valuation of cur range. As a result, we have determined the
appropriate earnings multiple to be in the range of 9.45x to 9.94x EBITDA.

5.3 Surplus assets

Surplus assets are assets that form part of a business entity or company but do nat contribute to the earnings
or cash flow generation capacity of that business or company. These are assets which, if sold, would not
Impact on the revenue or profit generating capacity of the entity. There are no surplus assets in ZincTek,

5.4 Premium for Control

When valuing a controlling interest, an appropriate allowance should be made for the premium for contrdl,
glven the strategic benefit that a controlling interest would provide. Empirical evidence on premiums for
control indicates that these premiums tend 10 range between 15% and 40%,
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*  Mr Lev Mizikavsky owns over 50% of the company currently and ownership exceeds 90% ownership,
the corporations act allows for a compulsory acquisition of the balance of the shares;

o The company has seen notable growth, however, the company faced a significant downturn in
revenues during FY21,

o The company derives over 90% of revenues from a Zine Oxide product and is heavily exposed 1o
changes in demand for this product.

* The company is subscale to be able to carry the compliance costs and overhead of being a listed
company;

e The company has limited ability to raise capital in its current form, due to illiquidity and low market
capltatisation; and

* The company has been paying limited dividends.

QOuwr view is that the circumstances mean that the control premium would be at the low end of the range and
as a result we have selected 25%.

! Empirical Evidence of Contral Pramsa:

CA ANZ Survey, September 2021: “For those using 2 standard control premium, the mast common range adopted (s 20-25%",

RSM Control Premium Study, 2021: “In the 15 5-year perod ended 11 December 2020, the average mmplied 20-day pee-2id control
premiom for the Australan Maroet is 34, 7%, wivist the medion is 27.5% "The research alse found premiums in the ranges of 9.5% to
40.6%

Corparate Finance Institute, 2022: “Typicaly, control gremiums can be in the 20%-30% mage of the target’s carmnt shane urce and
Gt suemelimes 2o ug o 70%"

Lonergan, Wayne, ‘The Valuation of Businesses, Shares and Other Equity’: “A typical contra premnium may oe in the ordar af 25% 10
0%,

Halligan & Co, Control Premium Research: “The med an taveover oremium on the 20-day pre-bid price 15 30% based on our analysis of
605 takeovers over 14 yeams to PY2014°

5.5 Valuation conclusion

Advisory Partner's value of ZincTek derived from the capitalisation of future maintainable earnings is
summarised as follows:

We have determined the net debt to be deducted from the Enterprise Value below. We have used the net
debt at 31 December 2023 as the most current Information on the cash and debt paosition of ANC.

Table 18: ZincTek Net Debt Calculation

Advance Zinctek Valuation December 2023
Current Portion of Debt 513
[+) Long Term Portion of Debt 1,665
|-} Cash 52
Net Debt 2,126

Sowrce: AP Analysis

Ouwr valuation of ZincTek derived from the capitalisation of future maintainable eamings is summarised as
follows. We have used an EBITDA multiple range of 9.45x to 9.94x based on the comparable companies
listed in section 5.2,

Table 19: ZincTek Valuation
Advance ZincTek Valuation High
Maintainable EBITDA 3,353 3353
Mukipla 545 9.94x
Enterprise Value on Minority Basts 31,690 33,328
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Add/{Less):

Surplus Assets 0 0
Net Debe 2,126 2,126
Fair Value of Equity on a Minority Basls 29,564 31,202
Control Premium 25% 25%
Fair Value of Equity on a Controlling Basis 36,955 29,002

Sowrce: AP Analysis

This represents a per share value below:

Table 20: ZincTek Valuation per Share

Advance ZincTek Valuation

Fair Value of Equity on a Controlling Basis 36,955 39,002
Fully pald ordinary shares outstanding 652,432 62,432
Equity Value Per Share 0.59 062

Souwvce: AP Anafysis

We have assessed the value of ZincTek based on the FME method to be in the range of $0.59 to $0.62 per
share.

5.6  Share Valuation Cross Check

We have cross checked the fair market value of ZincTek based on a Future Maintainable Revenue (FMR) of
ZincTek,

Future maintainable revenue ("FMR”) |s the assessed level of sustainable revenue, In rezl terms, that can be
expected to be derived from the existing operations of the business regardless of short-term economic
fluctuations.

Our estimate of the future maintainable revenue of ZincTek is based on prior years revenue.

In arriving at FMR and to ensure that it is a reasonable proxy for the underlying Revenue of ZincTek, we have
considered the following:

e the historical operational performance of ZincTek; and

=« the historical financlal performance of ZincTek,

5.7  Valuation Cross Check Conclusion

Advisory Partner's cross check of the value of ZincTek derived from the maintainable revenue multiple
method is summarised as follows

Table 21: Summary of Valuation

Valuation Cross Check

Revenue 12,647 12,647
Mukiple 1.52 156
Enterprise Value on Minority Basis 19,203 19,706
Add/fLess):

Surplus Assets 0 0
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Net Debt 2,126 2,126
Fair Value of Cquity on a Minority Basis 17,077 17,580
Control Premium 25% 25%
Fair Value of Equity on & Controlling Basis 21,346 21,974
Fully paid ordinary shares outstanging 62,432 62,132
Falr Value of Equity on a Controlling Basls 0.34 0.35

Source: AP Anniysis

We have assessed the value of ZincTek based on using a multiple of revenue valuation method based an
comparables listed in section 5,2 which provides a value of $0.34 to $0.35 per share.

We believe that this supports our primary valuation of $0.59 to $0.62 per share.
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6.0 Assessment of Fairness

In forming our opinion in relation to the fairness of the Offer, we have valued each component of the
proposal being the fair market value of an ZincTek share and the fair market value of the consideration,

Table 22: Fair Value
Falr Value
Unit Low Value High Value
Fair Value of ZincTek share on a controlling basis s 0.58 0.62
Cash offer for shares 1.05 1.05
Premium / (Discount) 5 T7% 68%

Advisory Partner assessed the fair market value of ZincTek shares, on a control basis, is between $0.59 and
$0.62 per share. By comparison, the assessed value of the consideration provided for under the Offer is $1.05
per share. As demonsirated above, the value of the consideration being offered is higher than the value of
an ZincTek share and as a result, the Offer is considered fair and in the reasonable of ZincTek Shareholders,

We note that we have valued the ZincTek shares on a controlling basis, which allows for a 25% premium. The
offer provides a premium above the assessed value of Advanced ZincTek of more than 60%.
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7.0 Reasonableness

As the Offer is fair, it is also reasonable. To assist the Shareholders in their decision-making process we have
summarized the following:

* The likely advantages and disadvantages associated with the Offer; and
*  Alternatives, including the position of Shareholders if the Offer does not proceed,
Shareholders of 2incTek should read the full Repart, where thelr matters are explained In mare detalls.

Advantages of Approving the Offer
Set out below Is 2 summary of the key advantages to the Shareholders of accepting the Offer,

* Liquidity of ZincTek's Shares
ZincTek shareholders currently face illiquidity in the trading of their shares, On a typical trading day,
ZincTek shares are thinly traded and have a wide bid-ask spread. As a result, it is difficuit to sell
shares In ZincTek. The offer provides shareholders with a fixed cash price to sell thelr shares.

* Trading Conditions
As indicated in the company’s annual report, the sales orders received have not been converting
Inta revenues and has proven an unreliable indicator for future sales. This offer provides z liquidity
event in tough trading canditions.

Disadvantages

*  ASK Shareholder Spread Requirement
The company may be unable to hold the minimum shareholder spread required by the ASX to keep
their listing. This requirement is 300 non-affiliated security holders who each hold shares with a
value (based on the Issue price) of at least $2,000.

* Liquidity of ZincTek's Shares
Mr Lev Mizikovsky has indicated that despite that the offer is in respect of all ANO shares, the
preference is to increase the holding from 51.58% to 70%. In the case that Mr Lev Mizikavsky does
not acquire all shares, existing shareholders wlill face further illiquidity conditions on the ASX. This
will also grant Mr Lev Mizikovsky greater control over the company.

*  Greater concentration of shareholding
If the offer Is accepted by shareholders, it will result in Mr Lev Mizikovsky having greater contral
over the company. This may result In negative implications such as a greater difficulty to raise
capital, less control for minority shareholders, and a more difficult governance environment.

Other Considerations

* Avallability of alternative transaction
The company has not received any other offers since the announcement of this Offer.

* Compulsory acquisition if the 90% ownership threshold is reached.
The corporations act allows for a compulsory acquisition if the balance of the shares if the Mr Lev
Mizikovsky achieves 90% ownership.
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Shareholder circumstances

Advisory Partner has not considered the effect of the Offer an the particular dreumstances of individual
Shareholders. Some individual Shareholders may place a different emphasis on various aspects of Proposed
Transaction from that adopted in this Report, Accordingly, individuals may reach different conclusions as 1o
whether or not the Offer is in their individual best interests. The decision of an individual Shareholder in
relation to the Offer may be influenced by their particular circumstances [including their taxation position)
and accordingly, Shareholders are advised 10 seek thelr own independent advice,

Other matters
This Report has been requested by the ZincTek Directors to assist the Shareholders in their decision to accept
or reject the Proposed Transaction.

This Report should not be used for any other purpose and Advisory Partner does not accept any responsibility
for its use outside this purpose. Except In accordance with the stated purpose, no extract, quote or copy of
our Report, inwhaole or in part, should be reproduced without cur written consent, as to the form and context
in which it may appear.
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8.0 Qualifications, Declarations, and Consents

7.1 Qualifications

Advisory Partner provides corporate advisory services inrelation to mergers and acquisitions, capital raisings,
corporate restructuring and finandal matters generally. One of its activities Is the preparation of company
and basiness valuations and the provision of independent advice and expert's reparts in connection with
mergers and acquisitions, takeovers and schemes of arrangements. Advisory Partner’s Director has prepared
a number of public expert's reports.

The principal person responsible for preparing this Report on behalf of Advisory Partner is Brett Plant, BBus,
MCom, FCA, he is 2 Director of Advisary Partner. Mr Plant has been actively involved in the preparation of
thiz report. Mr Plant has in excess of 20 years experience in the commerce and the accountancy profession
and has been involved in specialist corporate advisory services including company valuations, business sales,
due diligence investigations, independent experts’ reports as well as other corporate investigations for more
than 10 years. Mr Plant has the appropriate experience and professional qualifications to provide the advice
offered.

7.2  Declarations

It is not intended that this Report should be used or relied upon for any purpoese ather than as an expression
of Advisory Partner’s opinion as to whether the Offer is fair and reasonable and for Shareholders of ZincTek
as a whole. Advisory Partner expressly denies any liability to any Shareholder who relies or purports to rely
on this Report for any other purpese and to any other party who relles or purports to rely on this Report for
any purpose.

This Report has been prepared by Advisory Partner with care and diligence and the statements and opinions
given by Advisory Partner in this Report are given In good faith and in the belief on reasonzble grounds that
such statements and opinions are correct and not misleading. However, no responsibility is accepted by
Advisory Partner or any of its directors, officers or employees for errors or omissions however arising in the
preparation of this Report, provided that this shall not absolve Advisary Partner from liability arising from an
opinion expressed recklessly or in bad faith {unless the faw otherwise requires).

7.3 Independence

Advisory Partner is entitled to receive a fee of 520,000 to 522,000 (exclusive of GST) for the preparation of
this Report. Advisory Partner is also entitled to be reimbursed for any cut-of-pocket expenses incurred in
the preparation of this Report. Except for this fee and the reimbursement of these expenses, Advisory
Pariner has not received and will not recelve any pecuniary or other beneflt, whether direct or indirect, in
connection with the preparation of this Report,

Nelther the signatory to this Report nor the Advisory Partner holds securities in Advance ZincTek Limited.
Nao such securities have been held at any time aver the last two years.

Neither the signatories to this Report nor Advisory Partner have had within the past two years any business
relationship material to an assessment of Advisory Partner’s impartiality with in Advance ZincTek Limited or
its associates.

Prior to accepting this engagement, Advisory Partner considered its independence with respect to Advance
ZincTek Limited and any of its respective assodates with reference to ASIC Regulatory Guide 112 entitled
“Independence of Experts". In Advisory Partner’s opinion, it s independent of in Advance ZincTek Umited
and its associates.

A draft of this Report was provided to ZincTek and l1s advisors for confirmation of the factual accuracy of its
contents. No significant changes were made 10 this Report as a result of this review and there was no
alteration to the methodology, evaluation or opinions set out in this Report as a resuit of issuing the draft.
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7.4  Indemnity

Under the terms of our engagement, ZincTek has agreed that no claim shall be made by ZincTek or any of its
subsidiaries against Advisory Partner, any of their directors, officers, partners, employees or agents
({Indemnified Persons) to recover any loss or damage which ZincTek or any of its subsidiaries may suffer by
reason of or arising out of anything done or omitted in refation to the provision of the services by Advisory
Partner, provided that such !oss or damage does not arise fram the negligence ar willful default of any of the
Indemnified Persons. ZincTek has unconditionally indemnified Advisory Partner and their respective officers,
employees and agents against any losses, claims, damages, liabilities, costs, expenses and outgoings
whatsoever (Losses) which they may suffer or incur directly or indirectly arising out of:

®=  Advisory Partner refying on information provided by ZincTek or any of its employees, agents or
advisers; or

*  ZincTek failing to provide Advisory Partner with material information in relation to the Proposed
Transaction.

Further, ZincTek must pay and must indemnify Advisory Partner against any Losses in relation to any
investigations, enquiries or legal proceedings by ASIC or any other competent regulatory body arising out of,
or In connection with, the Proposed Transaction, Including reasonable legal expenses and disbursements
incurred by Advisory Partner and fees payable to Advisory Partner attributable 10 time reasonably spent by
its staff assessed at its hourly rates to the extent that investigation, enquiry or legal proceeding is not caused
by an act ar omission of the Indemnified Persons.

7.5 Consents

Advisory Partner consents to the issuing of this Repart in the form and context in which it is to be included
in the Target Statement to be sent to the Shareholders. Neither the whole nor any part of this Report nor
any reference thereto may be included In, or attached to, any other document without the prior written
consent of Advisary Partner as to the form and context in which it appears,

Advisory Partner takes no responsibility for the content of the Target Statement or any other decuments
provided to the Shareholders, other than this Report.

7.6 Other

The opinion of Advisory Partner is made at the date of this Report and reflects circumstances and conditions
as at that date. In particular, Advisory Partner provides no representations or warranties in relation to the
future value of shares of ZincTek.

Shareholders who are In any doubt as to the action they should take should consult their own independent
professional advisers.

Advisory Partner has prepared a Financial Services Guide as required by the Act. The Finandal Services Guide
Is set out at the beginning of this Report.
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Appendix 1: Sources of Information

In preparing this report we have had access to and relied upon the following principal sources of information:
* audited annual reports of ZincTek for the years ended 30 June 2021 ta 30 June 2023;
* details of ZincTek's shareholders and share register as at 30 June 2023;

* historical trading volumes and prices of ZincTek’s ardinary shares traded on the Australian Stock
Exchange (“ASX");

*  various ASX announcements;
* meeting with management and management working papers in relation to the transaction;
* |BIS World report on Sunscreen and Other Skincare Products Manufacturing in Australia;
e Statement on Monetary Policy, Reserve Bank of Australia, October 2023;
e S&P Capital 1Q; and
* other publicly available information on ZincTek.
In addition to the above, Advisory Partner has had various discussions with the management, officers and

advisers of ZincTek regarding the nature of the ZincTek businesses, their operations, financial position and
prospects.
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Appendix 2: Valuation Methods

In conducting our assessment of the fair market value of the Company, the following commonly used
business valuation methods have been considered:

Discounted Cash Flow Method
The discounted cash flow (YDCF") methed is based on the premise that the value of @ business or any asset
is represented by the present value of its future cash flows. It requires two essential elements:

o the forecast of future cash flows of the business asset for a number of years {usually five to
10 years); and

o the discount rate that reflects the riskiness of those cash flows used to discount the forecast cash
flows back to net present value (“NPV").
DCF Is appropriate where:

* the businesses’ earnings are capable of being forecast for a reasonable period (preferably five to 10
years) with reasonable accuracy;

* earnings or cash flows are expected to fluctuate significantly from year to year;

* the business or asset has a finite life;

e the business is In a 'start up' or in early stages of development;

o the business has irregular capital expenditure requirements;

e the business involves infrastructure projects with major capital expenditure requirements; or

* the business is currently making losses but is expected to recover.

Capitalisation of Future Maintainable Earnings Method

This method involves the capitalisation of estimated future maintainable earnings by an appropriate
multiple, Maintainable earnings are the assessed sustainable profits that can be derived by the vendor's
business and excludes any one off profits or losses. Anappropriate earnings multiple is assessed by reference
to market evidence as to the eamings multiples of comparable companies,

This method is suitable for the valuation of businesses with indefinite trading lives and where earnings are
relatively stable or a reliable trend in earnings is evident.

Net Realisable Value of Assets

Asset based valuations involve the determination of the fair market value of a business based on the net
realisable value of the assets used in the business.
Valuation of net realisable assets involves:

e separating the business or entity into components which can be readily sold, such as individual
business units or collection of individual items of plant and equipment and other net assets; and

e ascribing a value to each based on the net amount that could be obtained for this asset if sold,
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The net realisable value of the assets can be determined on the basis of;

* orderly reofisation: this method estimates fair market value by determining the net assets of the
underlying business including an allowance for the reascnable costs of carrying out the sale of
assets, taxatlon charges and the time value of money assuming the business s wound up in an
orderly manner. This is not a valuation on the basis of a forced sale where the assets might be sold
at values matenially different from their fair market value;

* liguidation: this is a valuation on the basis of a forced sale where the assets might be sold at values
materially different from their fair market value; or

*  going concern: the net assets on a going concern basis estimates the market value of the net assets
but does not take inte account any realisation costs. This method is often considered appropriate
for the valuation of an investment or property holding company. Adjustments may need to be made
to the book value of assets and liabilities to reflect their going concern value.

The net realisabie value of a trading company’s assets will generally provide the lowest possible value for the
business. The difference between the value of the company’s identifiable net assets (including identifiable
intangibles) and the value obtained by capitalising earnings is attributable 1o goodwill,

The net realisable value of assets is relevant where 3 company is making sustained losses or profits but at 3
level less than the required rate of return, where it is close to liquidation, where it is 3 holding company, or
where all its assets are liquid. It is also refevant to businesses which are being segmented and divested and
to value assets that are surplus to the core operating business. The net realisable assets methodology is also
used as a check for the value derived using ather methods.

These approaches ignore the possibility that the company’s value could exceed the realisable value of its
assets,

Share Market Trading History
The application of the price that a company's shares trade on the ASX is an appropriate basls for valuation
where!

e the shares trade In an efficient market place where ‘willing’ buyers and sellers readily trade the
company’s shares; and

*  the market for the company’s shares is active and liquid.

Constant Growth Dividend Discount Model

The dividend discount model works best for:
e firms with stable growth rates;
*  firms which pay out dividends that are high and approximate free cash flow to equity;
o firms with stable leverage; and
* firms where there are significant or unusual limitations to the rights of shareholders.

Special Value

Special value is the amount which a potentizl acquirer may be prepared to pay for a business in excess of the
fair market value. This premium represents the value to the potential acquirer of potential economies of
scale, reduction in competition or other synergies arising from the acquisition of the asset not available to
likely purchases generally. Special value is not normally considered In the assessment of fair market value
as It relates to the Iindividual circumstances of special purchases.
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Appendix 3: EBITDA Margin Analysis

Advisory Partner has chosen to use EBITDA in FY23 as a fair representation of future maintainable earnings
valuation method as discussed in section 5.1. The following table is a summary of ANO's EBITDA Margin from
years FY17 to FY23. The EBITDA margin of 24.64% is the median in the sample relative to an average of
25.01%. Given the company has grown revenuces from $5.097m to $13.745m during this time period, it
provides evidence that the FY23 EBITDA is a rezsonable basis for future maintainable earnings,

Table 23: Fair Value

ACTUAL {3%)
EBITDA Margin Analysis
FY18 FY19 FY20 FY21

EBITDA Margin 1933 18.28 27.18 38.47 19.2% 2791 24,64
Min 18.28

Mean 25.01

Median 24.64

Max 38.47

Source: Capital 1Q Pro & AP Analysis
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