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IMPORTANT INFORMATION

This Information MemorandumN ) has been prepared by Select Design Technologmeiseld (SDTL or
Company). The information contained in the IM is currestaf 4" November 2006.

Purpose

The IM has been prepared solely for the purpogeamfiding shareholders of SDTISkhareholderg with
current information about SDTL and not for any otperpose. This information booklet does not caatgian
offer for the issue, sale or purchase of any stesriand is not a disclosure document for the qaep of the
Corporations Act 2001 (Australia). Neither thifoimmation booklet, the information contained inngr any
other information supplied by SDTL to you forms thasis of any contract or other legal obligatidiris
provided for “information purposes” only.

This information booklet does not constitute areofbr the issue, sale or purchase of any secsiiitiany
place in which, or to any person to whom, it wondd be lawful to do so. The distribution of thisarmation
booklet in jurisdictions outside Australia may lestricted by law and therefore persons (includiognimees,
trustees or custodians) who come into possessithisoinformation booklet should seek advice on abserve
those restrictions.

Independent advice required

The IM has been prepared without any actual origdgtnowledge or consideration of the investment
objectives, financial situation, taxation positimnother particular needs or requirements of arar&tolder or
any other person.

Any person who intends to deal in shares in SDShafe9 should:
make their own independent assessment and investiges they deem necessary including, without
limitation, seeking professional advice; and
base any decision they make and any determinasiom the relevance of any information on such
assessment, investigation and advice.

The recipients should not treat the contents aflt¥li as advice relating to legal, taxation or irvesnt matters
and should consult their own advisers.

No Representation of Completeness or Accuracy or # Reasonable Care Taken

Some of the information contained in this IM hastbebtained from third parties and has not been
independently verified. Accordingly, no represeiotatwarranty or undertaking, express or implisdnade
and no responsibility is accepted by SDTL as taait®iracy, currency or completeness of any péttisf
newsletter.

None of SDTL, its officers, employees, represewsti consultants, agents, related bodies corp@dwesers
and any person named in this IM (collectively knoagiRelated Partieg makes or gives any representation,
warranty or guarantee, whether express or impireat,the information contained in this IM is conipler
accurate or that it has been or will be auditeshdependently verified, or that reasonable caredeas or will
be taken by them in compiling, preparing or furmstthe information in this IM. The information damed in
this IM may not be relied upon in any way by theipe&nt in assuming any contractual or other oligyaor
liability, whether in relation to the shares of thempany, the shares of its subsidiaries or amstaibld by the
Company or by any of its subsidiaries or otherwise.

Nothing contained in this IM is, or should be rdligoon as, a representation as to future mattees. T

information may contain projections, estimateseéaists and other forward looking information, ilohg
some information which has been compiled by inddpahpersonsHorecastg. Matters relating to the
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Company or its business are influenced by manyfactccordingly, the Forecasts are based on agsump
which are subject to significant uncertainties aadtingencies, some of which are outside the cbofr8DTL
or its related parties. No representation, warrantyuarantee, whether express or implied, is noadgven
that any Forecast contained in this IM will be asleid and actual future results may vary signifigainbm the
Forecasts and the assumptions on which they aeglbas

No Representation as to Listing and Liquidity

None of the securities in SDTL are listed on amglstexchange. Application has not been made forisziom
of SDTL's share capital to trading on any stockhatge, and there is no guarantee that such appticail
be made or, if made, will be successful. Liquidifysecurities in the Company is a matter which potential
investor should take into account.

An offer for sale of securities in the Company with2 months of the date of issue of those seesritay be
required to be made under a disclosure documentaomanner that does not require disclosure testors
under Part 6D.2 of th€orporations Ac2001.

No Responsibility to Update

None of SDTL or the Related Parties accepts redpititysto inform recipients of this newsletter afy other
information or matter arising or coming to theitine which may affect the information containedhrs
newsletter, or to update or supplement that inféiona
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1. BUSINESSPLAN OVERVIEW

1.1 Introduction

Select Design Technologies Limite8TL) is an unlisted public company incorporated in
Australia in June 199%ww.selectdesign.com.auSDTL owns the intellectual property in
the patente®martmatic Transmission and its uniq@mnartmatic Selectormechanism
(SMS), an innovation with potential applicationsautomotive, aeronautical, marine and
associated industries. The innovation involves@SBONE” shaped friction plates to
replace flat plates in transmissigidERE IS THE CENTRAL POINT. The benefit of
usingCONE shaped friction plates is that approximatého less axial force is required
to engage the clutatbmpared to flat plates which are currently used irtransmissions
worldwide. A study by the Southwest Research timgtiin Texas, United States of
America SwRI) has concluded that the multi-plate CONE clutck imerit as a full-power
shifting “gear-selector” and or “vehicle launch ay.

SDTL has entered into a cross licence agreemehtintérnational Innovations Limited
(I ) (www.internationalinnovations.com.pwhich has a patent application for using an
“electro-magnetic-mechanical” clutch and actuatwrdontrolling cone and flat clutch
plates. The system is called the Quick InductivitiBg System QISYS). It is designed to
replace the hydraulic, oil and pump actuating systesed in transmissions today. SDTL
and lIL have granted each other a licence to usetther party’s intellectual property for
transmissions applications for the purpose of canshg, testing and installing prototype
automotive transmissions in prototype vehiclegiiersole purpose of marketing. SDTL
and IIL propose to enter into a further cross-lzefor the sale of their product.

It is proposed that SDTL and IIL will build a préype based on QISS and the
Smartmatic transmission by combining a launch clutch withedmction plates. SDTL
owns patents granted in Australia, Canada and thied) States of AmericaJSA) for the
Smartmatic transmission. SDTL also hasSmartmatic patent application progressing in
Europe, Japan and China.

Whilst these impending developments are very gavasnprogress has been slower than
anticipated by all parties. In the short term, wk meed to raise funds to continue with the
necessary steps towards building demonstratiostmnessions.

SDTL and IIL are now finalizing projects for thew#dopment and building of the QISS
launch clutch and the Smartmatic gear-selectoralidiVheel Drive AWD) transmission
vehicles (4 Wheel Drive). It is proposed that Ramaplc (UK)www.ricardo.conwill build

the prototypes for the QISS launch clutch for theDClutch Transmission (DCT)
European market and Hoerbiger (Germany) will mactufe and test the cone clutch plates
used in the QISS launch clutch and Franz JegelepwihGHM-Engineering and a director
of IIL, will act as the project manager for allismission developments at SDTL and IIL.
SDTL and IIL is currently negotiating with SwRI bwild a prototype for the American
market at SDTL and IIL’s cost.

The Company is proposing to undertake an equititadapising program in the near future
to engage Ricardo plc (UK), a prestigious transioimsiboratory, Hoerbiger (Germany)
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1.2

and Southwest Research Institute (SwRI) Texas/U8Aj)art development for the above
mentioned SDTL and IIL automotive products andahshto demonstrator vehicles. The
Company proposes to undertake an equity raisingrano to fund the project in various
stages. The costs are to be shared jointly bet&&drL. and IIL.

Management is also currently considering plansstdSDTL on the Newcastle Stock
Exchange in Australia and to incorporate new ovas®mpanies in Hong Kong, the
United Kingdom (UK) and USA. It is proposed thatBDwill enter into exclusive license
agreements with the new overseas companies imr&tub0% of income revenue earned
from all sales after taxes by these companies.ititended that all SDTL shareholders will
receive shares for no additional payment in the oempanies in the same percentage
shareholding that they hold in SDTL. It is intendkdt the overseas companies will engage
in marketing in their regions, and, if necessami, @onduct a fundraising program to fund
various stages of the proposed projects.

Management anticipates that if the project to bedeutaken at Ricardo in the UK is
successful, SDTL (UK) (a sister company) may cohdugecond round of funding from
the UK with a possible listing on the Alternativeveéstment Market of the London Stock
Exchange plc (AIM) to fund the second stage of tguaent.

If and when SDTL or its associated companies tista stock exchange, investors may
have the opportunity to sell their securities orrkator retain an interest in the venture.

None of the securities in SDTL are currently listedany stock exchange. Application has
not been made for admission of SDTL'’s share captadading on any stock exchange and
there is no guarantee that such application wilinagle or, if made, will be successful.
While SDTL’s business plans involve listing on ackt exchange in the future, those plans
are somewhat flexible because share markets aedtong generally are currently reacting
to higher levels of volatility presently prevailimginvestment markets throughout the
world. Liquidity of securities in the Company isratter which any potential investor
should take into account.

Background

The automotive industry is one of the world’s latgadustries. There are over 500 million
motor vehicles on the road today. About 65 millraw “light vehicles” (LVs ie. cars and
light commercials) are manufactured each year. S®glrrent target market does not
include motor cycles, medium to heavy trucks, texctand off-road vehicles, aeronautical,
marine or stationary equipment requiring transnissi

In late 2001 SDTL’s R&D activities moved to the yqrestigious Southwest Research
Institute (SWRI) in Texas USA, a facility recommexddo SDTL during meetings with
automotive industry majors in the USA. The Abridgedal Report from the SwRI,
concluded that the multi-plate cone clutch has tasria power shifting gear-selector or
vehicle launch device. This Report is availablerfrour website at
www.selectdesign.com.au.
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1.3 Current Status
Funds spent to date by SDTL near AUD$4 million. &xgiture over the past seven years
included incorporation, accounting, legal, interoiadl patenting, technological evaluations
and R&D activities in Australia, Europe and the U®Ad fund raising and marketing and
PR for theSmartmatic Selectorin Australia, Europe and USA.
SDTL currently has 487 shareholders on its register

The following are some of the key events in theédnsof SDTL:

Southwest Research Institute (SwRI) USA — Confitihad the June 2002
multi-plate cone clutch requires 75% less axialagrggnent force
compared to flat plate clutches currently useaangmissions and
has merit as a power shifting gear-selector oracletiaunch

device.

Resignation of SDTL'’s founder Stephen Hargreaves fthe 2003
Board.

Chairman David Diamond resigned June 2005
Resignations of directors lan Stockings and Wadtmyler Aug 2005
Re-appointment of Stephen Hargreaves as directbC&0O & Feb 2006
David Diamond as Chairman

Licence Agreement with International Innovationmited 17 Feb 2006
Resignation of director — Boris Klaricic May 2006
Ricardo conclusions and recommendations for forward July 2006

development projects f@martmatic Transfer Case and QISS
Launch clutch

Scope for development of QISS launch device redeinen 8 August
Ricardo by IIL and SDTL, including offer to asswith marketing 2006
at the end of the QISS project

1.4 Forward Plans

SDTL and IIL are currently planning to build a worg Smartmatic Transfer Case for a
AWD incorporating the QISS system and are currentlyiscussion with Ricardo to
develop the QISS launch clutch for the Dual Clukcansmission (DCT) project. It is
proposed that Hoerbiger (Germany) will manufactheecone friction plates and conduct
testing. Mr Franz Jegel will be the project mandgeall SDTL and IIL transmissions
projects.

The DCT market is one of the most exciting grovegraents in the European automotive
industry. Due to the significant benefits for maauttirers there has been very strong
ongoing interest in this technology. According toAnalyst Note by the
PricewaterhouseCoopers (PwC) Automotive Instituéstobal Powertrain Outlook dated
8 February 2006, the European Union is poised tiergo the most significant change to
the end of the decade, owing to a move towards €& SDTL or IIL websites). This is
an independent report providing a syndicated, ggémearket perspective and PwC has not
reviewed or endorsed any of the information corgdim this IM or any of SDTL’s
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business plans. QISS is designed to replace thefuke “launch” clutch in the DCT
market. The success of the QISS launch clutch using and or flat friction plates then
has potential application for all transmissionsdplace their conventional launch clutches.

SDTL is confident about being able to negotiaterime agreements and royalty payments
for its technology in all transmission marketshe tong term.

Strategic Alliances
Licence Agreement with IIL

lIL has a patent application for using an electragmetic-mechanical control system for
controlling cone and flat clutch plates called @ick Inductive Shifting Systen@)SS).
QISS is designed to replace the use of flat clptates and hydraulic, oil and pump
actuating systems used in transmissions todaylAdlaims made in the QISS patent
application were accepted by the PCT Internati@maliminary Examination Report dated
15 May 2006 as being novel, inventive, and havirtyistrial application.

The board of directors of IIL includes two Europeanomotive expert engineers. Mr.
Bernd Pfeifer was employed for 30 years at the di®thargest privately owned and
independent company for the development of powiarsgstems and test solutions known
as “AVL List GmbH” (www.avl.con) and was the Deputy Vice President of Engineering
and Marketing at AVL for the last 12 years. Mr. kzePeter Jegel, the design engineer of
QISS, is the owner of transmission specialist emgiimg company GHM-Engineering
(www.ghm-engineering.ain Austria. Franz and his company are consultemisuropean
automotive companies including AVL. AVL and Fraregél were contracted to give SDTL
development advice from 1999 to 2003.

In November 2005, a meeting was held in Austriaveen the directors of IIL, Mr. Bernd
Pfeifer, Mr. Franz Jegel and Mr. Hargreaves, an@IS®former director, Mr. Boris
Klaricic, in relation to achieving cooperation betn SDTL and IIL. On 17 February 2006
SDTL and IIL signed a Licence Agreement to gramheather a licence to use the other
party’s intellectual property for the purpose ohstructing, testing and installing prototype
automotive transmissions in prototype vehiclegiiersole purpose of marketing. The
proposed prototype will be based on QISS and Snaditriransmission patents, granted
and pending, by combining a launch clutch and ge#getors with cone friction plates. The
cost of building the prototype will be shared byT@Dand IIL equally. SDTL and IIL will

be the joint owners of the prototypes on an eqgaalsdh A copy of the licence agreement
can be downloaded from SDTL'’s website.

The License Agreement with IIL represents an oppoty to build upon the expertise of
lIL’s directors, Franz Jegel and Bernd Pfeifer.s$ldirector Franz Jegel has designed
transmissions using QISS for cars, motor bikeskarad applications for which IIL and
SDTL will share the cost of development under tieehce Agreement.

It is proposed that SDTL and IIL will enter intdwather cross-licence agreement for
product sales, pursuant to which each party wil joyalties to the other of 50% of their
revenue from sales of the QISS &wmartmatic transmission.

SDTL Information Memorandum 8 UpdatédMovember 2006



Select Design rEG&DfDQEES Limited

ABN 50 087 910 996

1.6

lIL has also signed a Confidentiality Agreementhattoerbiger in relation to the
consideration of the development of a cone clubchriplementation into transmissions
and the QISS system by Hoerbiger for SDTL. The Elemitiality Agreement applies to
any trade or industrial secrets provided by théigmto each other for the purposes of the
project.

Ricardo has offered to assist with marketing irirtheoposal to IIL and SDTL dated 17
October 2006, for the development of the QISS Qanench Clutch for a VW “Dual
Clutch Transmission” (DCT).

Strategic Relationships

Whilst SDTL directors are using their skills as had industry knowledge and established
contacts in developing its proposed projects, #ogof that will greatly assist this effort is
the contacts provided by and the reputation oteéhading international powertrain
development organisations (e.g. GHM-Engineeringgeidger, SwWRI and Ricardo).

These international research and development faimdsscientific institutions have, over
several decades, built up a good rapport and oggearking relationships with major
automotive manufacturers. SDTL, by contracting ¢hesmpanies to work on the
Smartmatic™development and gaining their interest in our poagdis in itself a form of
marketing as the involvement of these contractaltsetffectively facilitate the promotion
of our product.

Plans for Listing on Newcastle Stock Exchange

Management of SDTL is currently working towardsifig on the Newcastle Stock
Exchange (NSX) and later the main exchange whichalisd the Australian Stock
Exchange (ASX). When a company lists on a stockamge it is possible for shareholders
to be able to sell their shares. If managemenudeésdo pursue the listing option, SDTL
will prepare and issue a Prospectus in connectitmtive listing.

SDTL notes that if and when it lists on the NS> #hares held by the founding
shareholders and directors may be subject to esthatvis the shares may not be
transferred for a period of up to 2 years. The@saestriction may also apply to shares
acquired from SDTL’s founding shareholders or dives prior to the listing. However,

NSX has indicated that if the shares were soldattigs unrelated to the founding
shareholders or directors, and those parties dbemime a substantial holder in SDTL as a
result of the acquisitions, then NSX is unlikelyseek restriction of any of those securities
at the time of listing. If SDTL lists on the ASXcaedit may be calculated for the period of
time for which shares are held under escrow. Fuittfiermation will be provided if and
when SDTL prepares to list on NSX or ASX.

None of the securities in SDTL are currently listedany stock exchange. Application has
not been made for admission of SDTL'’s share capotalading on any stock exchange and
there is no guarantee that such application wilinaele or, if made, will be successful.

While SDTL’s business plans involve listing on ackt exchange in the future, those plans
are somewhat flexible because share markets aedtorg generally are currently reacting
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to higher levels of volatility presently prevailimginvestment markets throughout the
world.

1.7 International Group Structure

For a number of years now, SDTL’s emphasis has beenternational marketing,
particularly in Europe, the USA and China wherertfast important potential clients are
situated. The following steps are currently proploseestablish an SDTL Group Structure.

Incorporation of SDTL sister companies overseastended below:

United Kingdom Select Design Technologies (UK) Plc
Market Area: Europe (including Russia) and Africa

United States Select Design Technologies (USA)rGo
Market Area: the American continent

Hong Kong Select Design Technologies (HK) Limited
Market Area: China (Asia)

SDTL intends for these new foreign companies tgraated an exclusive licence to
commercialise our patents for marketing purpoges.ihtended that all SDTL shareholders
will receive shares for no additional payment ie tiew overseas companies in the same
percentage shareholding that they hold in SDTL.

In return for an exclusive licence, it is intendbdt the overseas companies pay SDTL 50%
of their revenue income from sales back to SDTLoltwill in turn pay 50% of the amount
received to IIL under the Licence Agreement. liteimds to establish and follow in the
same manner as SDTL with establishing overseas siginpanies. The ultimate target is to
eventually list all these companies on stock exgharwhen the time is right in Hong Kong,
London and USA. Manufacturing and marketing in @hamd South East Asia is proposed
to be conducted by the joint venture company owaedly by Power Plus Investments

and by SDTL'’s sister company in Hong Kong, whicli pay a royalty of 50% of product
sales revenue after tax to SDTL.

The plan to incorporate the foreign companies waittallotment of shares in the foreign
companies to SDTL shareholders is subject to SDId_the foreign companies being able
to comply with all relevant laws, including the Iswf the relevant overseas jurisdictions. It
is only the current intention of SDTL and may chaag the Company progresses.

It is proposed that the allotment of shares innin overseas companies to all SDTL
shareholders will occur once SDTL has been listeBi§X. While SDTL'’s business plans
involve listing on NSX in the future, those plame aomewhat flexible because share
markets and investors generally are currently ne@¢d higher levels of volatility presently
prevailing in investment markets throughout theld.or

The Australian Taxation Office (ATO) — Private Ruling July 2006

lIL has obtained a Private Ruling from the ATO whizan be downloaded at
www.selectdesign.com.au. This is integral to SDTlans to establish sister companies in Asia,
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Europe and America. SDTL has received advice fitsagcountants, PKF, that it is reasonable
to expect that the Australian Taxation Office woalsglo apply the tax law to SDTL in the same
way that it has in the Private Ruling issued towhere the circumstances are the same (this
advice can be downloaded from SDTL’s website).

M ARKET ANALYSIS

3.

QISS is designed to replace the launch clutchertrdmsmission market for the “Dual Clutch
Transmission” (DCT). As described in section 1, European Union is poised to undergo the
most significant change to the end of the decadegto a move towards DCT. DCTs are
forecast to outpace growth of other automatic trassions such as continuously variable
transmissions and torque-converter automatics witie European Union to 2010 and most of
the major European Original Equipment Manufactu(@sMs) are expected to have DCT
technology available by 2010. The Company thengsep to focus on all other transmissions
worldwide using launch clutches which are about @%ansmissions worldwide.

BACKGROUND ON THE_ COMPANY

3.1 Company History

Boris Klaricic was the engineer and inventor of 8martmatic transmission. SDTL was
established by Stephen Hargreaves in June 199Bdqurpose of developing and
commercialising th&martmatic Selector(SMS)technology for mechanical
transmissions. SDTL owns the intellectual property.

In April 1999, in preparation for incorporationgtervices of automotive industry
consultants Decson Pty Limited were contracted,sguetifically, it's two principals
Walter Kogler and lan Stockings. Decson continuwegrbvide technical, business and
strategic assistance to SDTL’s projects. In Ju@®0an Stockings and Walter Kogler
joined the Board of Directors, together with Mr.MitRDiamond who assumed the
company’s chairmanship.

SDTL contracted the services of the world’s largestately owned and independent
company for the development of powertrain systenastast solutions, AVL List GmbH.
Franz Jegel at AVL independently designed QISSetaded in conjunction with the
Smartmatic transmission. QISS is now 100% owned by IIL.

In 2003 Stephen Hargreaves resigned from SDTL.AeErman David Diamond resigned
in June 2005. All other directors resigned in OetoP005 leaving Boris Klaricic as the
remaining director.

On 3 February 2006 Stephen Hargreaves and Davidd@id were re-appointed as
directors of SDTL. In February 2006 SDTL and llLtered into the cross license
agreement described above. In May 2006 Boris Kitargsigned as a director of SDTL and
Mr. Mark Webb, a director of IIL, was appointedaadirector of SDTL.
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3.2 Risks
Application risk

On 21 July 2006 Ricardo & Hoerbiger delivered ahHeyel appraisal of thBmartmatic
layout presented by Boris Klaricic. The initial @usion was that Boris Klaricic’'s

drawings raised many doubts &hartmatic™was not competitive compared to
transmissions in the market today, being manuabtrassions, automated transmissions
and dual clutch transmissions. However, the ratwadyix for the use of 8martmatic™
Selector for an AWD Transfer Box was competitivel &as better rated than the “flat plate
wet clutch” AWD in the market today. Ricardo & Hbager concluded that the market for
AWD transfer boxes is a small percentage in corsparto multi-ratio transmissions and
any development effort and cost for this applicatieeds to be considered very carefully.

IIL and SDTL has received a development proposahfRicardo for the development of a
QISS launch device. At this stage, it is propo$ed the prototype QISS launch device will
initially be built for the DCT transmission at Riclo and at SwRI for the AWD transfer
case. This will also introduce “cone plates” aaunkh clutch in Europe and as gear-
selectors in the USA and provide a marketing prothrahe AWD market starting in the
USA.

lIL and SDTL are also currently engaging in diséoiss with SwRI with respect to
building a prototype to replace clutches in exgtionda transmissions, separate from
AWD transfer cases, for the purposes of testingderdonstration using the Smartmatic
and QISS technology. Discussions are still at Hréyestages and SwRI has not yet been
instructed on a scope of work in this regard.

The SwRI Final Report concluded that the multi-@ledne clutch has merit as a power
shifting gear-selector or vehicle launch device.

Technical risk

While cone clutches are proven to have the beakfpproximately 75% lower axial
engagement force the SwRI abridged report concltiittdthe required development areas
include increasing the control system sensitiwatgtfect proper control of the cone clutch
because of the sensitivity of the 14 degree anghe<. It is intended that QISS will provide
the necessary level of control.

The Smartmatic™echnology may not be competitive compared tostraasions in the
market today, being manual transmissions, autontedaedmissions and dual clutch
transmissions.

Manufacturing risk

The SwRI report also concluded that additional teweent was required to the design

concept to establish a sound manufacturing methaidcein produce the required roundness
of the cone clutch to overcome any fabricationmsrppimarily due to imperfect roundness.
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The manufacturing process of stamping the coneplaiay be sufficient to deliver perfect
roundness to the cone clutches.

The benefit of an AWD project is that the gear st@les using the cones clutches do not
need great control because they are just fastfogrigbigements, that is, no slipping is
required as in a 7-speed transmission. Other tresgons may be more complex.

Intellectual property protection

There is no assurance that steps taken by the Gonpagrotect its intellectual property
rights are adequate to deter third parties fromappsopriating or infringing its intellectual
property rights. Furthermore, the Company may heags be able to detect unauthorized
use and take action to enforce its intellectuapprty rights. In the event that third parties
infringe or misappropriate the company’s trade estscor other intellectual property rights,
the Company’s business and profitability may be&#d. In addition there is no assurance
that patents will be issued in respect of pateptiegtions made by the SDTL or IIL.

SDTL and IIL signed a cross-licence agreementspeet of their respective automotive
transmission patents on 17 February 2006.

Requirement for additional capital

The activities of the Company are subject to thealBnancial risks. The Company will
need to conduct further fund raising exercises ftiome to time in order to develop its
business, commericalise its technology and sustsh resources. If the Company is
unable to conduct further fundraising activitieamid when required, this may impact the
Company’s ability to grow and bring new technol@mg products to market. There is no
guarantee that the Company will be successfulturéufundraising activities.

None of the securities in SDTL are listed on amgktxchange. Application has not been
made for admission of SDTL'’s share capital to ingddn any stock exchange, and there is
no guarantee that such application will be madé& anade, will be successful. Liquidity of

securities in the Company is a matter which anygipizel investor should take into account.

Marketing

Investors should be aware of the potentially laapltimes involved in bringing products

to market. The future success of SDTL lies iraltdity to get its products accepted in the
international marketplace. Thus, timing represamsajor risk factor in regard to SDTL’s

marketing success overseas.

Market acceptance
The commercial success of SDTL'’s product rangeadgfpiend on several factors including
the demand for more innovative products than aered by competitors and the

establishment of the advantages of SDTL'’s produ€tsere may be a reluctance by market
participants to use products they have not prelyautsdised.
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Risk of Product Liability and Uninsured Risk

SDTL’s business exposes it to potential produdiiliiy risks that are inherent in the
research and development, manufacturing, marketmaguse of its products. It will be
necessary for SDTL to secure sufficient levelsnsiirance to cover potential product
liability risks in the course of maintaining itssiness.

There can be no assurance that adequate or ngcessaance coverage will be available
at an acceptable cost or in sufficient quanturat dll, or that product liability or other
claims would not materially and adversely affee business or financial condition of
SDTL.

Need for research and development; risk of rapid tehnology change

The automotive and renewable energy industriesusgct to rapid technological change
and in order for the Company to remain competiéind to retain market share in these
industries, it must continually develop new produas well as improve its existing ones.
Accordingly, the Company must devote substantsbueces to research and development.
There can be no assurance that the Company wslibeessful in developing competitive
new products and/or improving existing productstst such products remain competitive
and avoid obsolescence. There can be no assutata@ny or all of the Company’s
research and development projects for new produdtsesult in commercial products, or
that, if such products are successfully designedamnched, they will be profitable.

Key Management risk

To minimize risk in development & marketing ourrtsanission products SDTL & IIL have
engaged the services of the world’s leading tragsiom developer known as Ricardo
www.ricardo.comin the UK for developing our “QISS Launch Clutdiof improvement into the
“Dual Clutch Transmission” DCT. Ricardo are worhtlers in DCT development.

To minimize risk in development & marketing our pavgenerator products AMPS, EUROAMPS
& MOREAMPS we intend to optimise the systems at3lethwest Research Institute (SwWRI) is
San Antonio / Texas (USA).

SDTL management agree that by developing at RIGARI provide succession planning for
future information transfer to customers interestedommercial exploitation of our automotive
products with IIL. Ricardo & Hoerbiger have alsdeskd to assist with marketing.

The Company’s performance is substantially depenoleiits senior management and key
technical personnel to continue to develop and gatize Company’s products and
services. The loss of key management could hawatarial adverse effect on the
Company’s business and consequently its finaneidbpmance.

The future success of the Company is also deperaeitd ability to attract and retain

highly qualified technical and managerial personfiéie inability to attract such personnel
may result in a material adverse effect on thertass.
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General business risk

The activities of the Company are subject to thealsommercial risks and factors such as
industry competition, the performance of partnerd economic conditions generally may
affect the Company’s ability to achieve its objeei. SDTL competes in large markets
which are highly competitive and which can be scibje rapid change. The Company may
face increased competition from other automotichnelogy providers. There may be
technology that exists or is under developmenttt@tCompany is not aware of, or which
may be developed in the future that competes witupersedes the Company’s
technology in one or more respects or in one orensectors. There is no guarantee that
the Company will be able to compete successfullyresy current or future competitors.

3.3 Intellectual Property/ Competition

The initial patents that provisionally secured tee technology of thBmartmatic™
Transmission were lodged in September 1996 ancegukstly completed. Patents have
been granted in Australia (Patent No. 714,241)A(§092,432) and Canada (2,269,515)
titled “Constant Mesh Transmission”.

A second patent application with a priority date8dflovember 2000 was made to broaden
the scope of patent protection for using multi-colutches in transmissions, titled “Cone
Selector and Associated Transmission Assembly”.

This invention was initially subject to a PCT apgplion PCT/AU01/01416. During
International Examination a multi-cone clutch caatto Greenlee formed the basis for
initial rejection. Arguments were accepted by tixarfiner and this lead to allowance of
the Australian patent, now granted AU 02P137 withniext renewal due on 2 November
2006.

Examination in Australia and particularly in Eurdpdicates that the patents substantially
as planned will be allowed in most jurisdictionghwthe exception of USA where
examination difficulties have continued. The US ixa@er has continued to reject claims
based on the combination of Klaricic and Greenlekleas to date not accepted the same
arguments accepted in Australia. The European Bé&xport indicates that the European
Examiner may accept the arguments.

The following are pending and yet to be examined:
01 P141 Argentina;
01 PO42 Malaysia;
01 P143 Thailand; and
03P039 Japan.

Further patents pending are as follows:

02P138 Europe - Supplementary European Search Regmbeen issued. The next
step is the issue of the European Examination tep@rto 12 months time. The
search report indicates some claims are likelyetallbwed.
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02P139 USA - further examination report issued. Ekaminer is willing to allow
some claims including the drum selector in comlbamatvith the cone clutch. It is
expected that further amendments and argumentbevikquired before allowance.

Competition to the SMS does not just come fromvibdd’s transmission manufacturers,
who are also considered by SDTL to be potentialdtents, but from other inventors. For
example, an international search revealed one goigimtial competitor who patented a
similar product in New Zealand. That applicatioawever, was lodged in July 1998,
nearly 2 years after SDTL’s first lodgement. Hoee\the company does not make
financial projections and our business is basetherassumption that SDTL will have
several major competitors in the market.

QISS clutch patent status

A Patent Co-operation Treaty application was fii@dQISS on 28 May 2004. The
international application number is PCT/EP2004/A@8 he application has been
published under WO2005/119076. After making someradiments during the international
phase of the PCT-Application a positive internagigoreliminary examination report was
issued on 15 May 2006 accepting all 19 claims alhaventive step and industrial
applicability.

QISS is now entering national or regional phasespgpfications in the following countries:
European, USA, Canada, Mexico, Brazil, India, Chilapan, Australia, New Zealand,
South Korea, Russia and Africa.

3.3 Company Objective

SDTL is committed to fast-tracking its research daedelopment and its international
marketing and commercialisation programs in ordaaréate shareholder wealth. The
automotive partners Ricardo, Hoerbiger, SWRI andvaEhgineering offer the best
engineering and marketing opportunities after theesssful building of our “cone”
clutches for transmission applications.

The objective is to remove hydraulic actuators fatdplate clutches where possible in
transmissions worldwide and replace them with th&SJaunch-clutch and the
Smartmatic™ gear-selector in transmissions worléwid

Using internationally recognised and leading depelent houses for best optimisation and
creditability for marketing. We beliewgww.ricardo.comandwww.swri.orgis our best choice for
developing and international marketing / creditail
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4. THE PRODUCT - SMARTMATIC™ SELECTOR (SMS)

4.1 Technical Background

For many years engineers have sought ways to atitaifyashift gears in a transmission
without any intervention by the driver. This haad to the evolution of the automatic

transmission, as we know it today.

However, as the need for smoother shifts and nfficeemcy have increased in importance
to the more demanding customers of today, thessmrgsions have become quite
sophisticated and complex and not as efficienteasreld. They are far more costly to
produce and are very bulky and often weigh up focawhat of a conventional manual

transmission.

The fuel economy of a motor vehicle
fitted with an automatic transmission
can be also anything up to 15% worse
than the equivalent model with a
manual transmission, under adverse
traffic conditions. Therefore,
engineers have searched for ways to
automatically shift a manual
transmission, to utilize the higher
levels of mechanical efficiency.

The Smartmatic™ Selectorvas invented to solve these needs elegantly astdetiectively.

4.2 Technical Advantages of th&martmatic™ Selector

Quad Cone
Used on Gears:

QQ

Dual Cone
Used on Gears:

2nd, 4th, (6th

- o

3rd, ' 5th

—

General Section
Dual & Quad Cone Selector

SDTL Information Memorandum

The SMS has the potential to very effectively be
driven by an electronic module. Its electro-
hydraulic operating systems substituting for the
synchronizer and the engagement apparatus of the
normal manual transmission has the potential to
enable very fast shift speeds. When integrated with
an electronic management system, this enables
“clutch less” shifts by synchronizing engine speed
to road speed for the particular gear being shibed

The SMS potentially exploits all the efficiency
benefits of a manual transmission and obtains
shift quality competitive with, that of the modern
automatic transmission. It is a truly elegant
solution.
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4.3

4.4

Commercial Appeal of the SMS (Minimum Invesnent to Manufacture)

A major attraction of th&martmatié“ is that it potentially produces significant batsein
many areas of transmission design without depaftorg the layout of manual
transmissions as commonly used in motor vehicldgs means that the vast sums of
money that the industry has invested in reseaeldpment and capital equipment to
produce manual lay shaft transmissions, does na ttabe discarded or devalued. Minor
revisions to the production process and a minorberof revised components are all that
is necessary to capture the potential benefitdw$ .S

We believe that the potential competitive advantaifered by the SMS is of such a
magnitude that once one major player accepts ist wihers will be forced to follow suit.
Unlike other new designs, the potential commetogaefits of the SMS are such that the
cost-benefit equation for re-tooling and re-engimegwill be compelling.

Benefits of theSmartmatic 4WD Transfer Case

SDTL has a design concept that potentially deliviens levels of function and performance
in the field of transmission design. As manufaetsiraround the world search for ways to
enable shifting between high and low ratio in 4Win ‘the fly” (i.e. without the need to
stop the vehicle), SDTL has designed a transfex wdisch not only potentially allows this
to take place but adds the potential ability tdtdbetween Front Wheel Drive (FWD), Rear
Wheel Drive (RWD) and Four Wheel Drive (4WD), ALDbri the fly”. This is an industry
first.

This is a feature not seen in any competitive pcotludate and lends itself to full
integration into a vehicle’s Electronic Stabilityp@trol System (ESCS). ESCS is becoming
more and more popular as advanced systems pemrautomation of changes to a
vehicle’s dynamics in a wide range of weather aradirconditions for greatly increased
safety of the vehicle’s occupants. The abilitgétect any of the modes listed above when
added to an ESCS, would provide significant add@al@nhancement over what is available
today.

In our past meetings with the world’s car industrgjors, there was a strong interest

expressed in just getting a transfer case thatigtedchthe shifting between 4WD high and
low ratios “on the fly”. The traditional transfer
case technologies make this quite difficult,
however, incorporation of tfémartmatic
multi-cone selectors into a new transfer case
design potentially delivers much more than the
industry majors asked for.
Note: The drawing above is one potential version
for the general arrangement of a prototype
Smartmatic transfer case to go into an
American SUV.
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SDTL and IIL are now finalizing projects for thewddopment and building of the QISS
launch clutch and the Smartmatic gear-selectoralidiVheel Drive AWD) transmission
vehicles (4 Wheel Drive). It is proposed that Ramaplc (UK)www.ricardo.conwill build

the prototypes for the QISS launch clutch for theDClutch Transmission (DCT)
European market and Hoerbiger (Germany) will mactufe and test the cone clutch plates
used in the QISS launch clutch. Franz Jegel, owh&HM-Engineering and a director of
lIL, will act as the project manager for all trarisgion developments at SDTL and IIL.
SDTL and IIL is currently negotiating with SwRI bwild a prototype for the American
market at SDTL and IIL’s cost.

lIL and SDTL are also currently engaging in diséoiss with SwRI with respect to
building a prototype to replace clutches in exgtionda transmissions, separate from
AWD transfer cases, for the purposes of testingderdonstration using the Smartmatic
and QISS technology. Discussions are still at #réyestages and SwRI has not yet been
instructed on a scope of work in this regard.

4.5 Benefits ofSmartmati® the Next Generation AMT

No torque interruption, seamless shifts, random rab jumps and the solution is simple,
elegant and cost effective.

SDTL'’s technology and intellectual property, ®martmati© Selector offers a potential
means of obtaining a seamless, full power shifragdom ratio “Next Generation AMT”
so that manufacturers can realise fuel economyeamdsions benefits of this style of
transmission without the need to trade off on Siulity.

Smartmati® technology is the patented combination of knowgirgering principles into
a simple, elegant and cost effective design saiutio a “Next Generation AMT” that
solves all the known problems and shortcomingsefcurrently available offerings.

The cost effectiveness 8imartmati® technology derives from the minimal level of
investment required to make a constant mesh lay stanual transmission into a smooth
shifting (no torque interrupt) fully automatic tsanission that is not limited to sequential
up and down shifting patterns. Relatively minanisens to an existing lay shaft constant
mesh transmission manufacturing facility turns anu@ transmission into a fully
competitive automatic transmission that is smatiegaper, lighter and more fuel efficient
than any conventional automatic transmission onrtagket today.

The engineering principle is simply to replace slgachroniser rings, dog clutches and
shifting forks with a hydraulically (or electricg)loperated multi-cone friction gear selector
device on each gear. The multi-cone configuratioth@Smartmati® Selectorhas been
chosen primarily for its much lower axial force vegment for engagement. This
translates into smaller and cheaper hydraulic pujmpslectric actuators) and hence lower
parasitic power losses. TiBenartmati® multi-cone selector is also of such a size and
shape that it has an energy density which perrfutsower” shifting of gears. There is no
need to interrupt the torque. This combinationrad torque interruption” and “random ratio
jumps” is also an industry first.
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To investigate the merits of the concept, SDTL gegithe services of the Southwest
Research Institute (SwRI) in San Antonio, Texakeiffindings confirmed that the

Smartmati® multi-cone friction device has merit as both argesector and a vehicle
launch device. The work completed by the SwRI hes erified that the conical surfaces
behave in a thermal sense just like any other midte friction device that is in common
use in conventional automatic transmissions. Thegeno new or unique thermal problems
associated with th8martmati® Multi-Cone Selector devices.

Smartmati® is especially elegant in its cost effective simpiiy.

An abridged version of the SwRI report can be segplpon request.

SDTL is working towards engaging specialist engiimggservice providers to define
details of the next stages of product developm@&he plan is to design and construct

working transmissions for laboratory test work amdhstall in host vehicles for drive
evaluations and demonstration.
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5. THE MANAGEMENT TEAM

5.1 Corporate Directory

The company is incorporated in the State of Vietamd its Australian head office and
Registered Office is situated at:

Level 25 Chifley Tower,
2 Chifley Square,
Sydney NSW 2000 Australia

Bookkeeper/ Mark Webb / SDTL & IIL Director
Accountant:
Auditors: PKF Melbourne

Level 11, CGU Tower
485 La Trobe Street, Melbourne Vic 3000

Patent Attorneys: SDTL: Intellepro
Level 7, 102 Adelaide Street, Brisbane Qld 4000

[IL: Dipl.-Ing. Mag. Michael Babeluk
Mariahilfer Gurtel 39/17, A-1150 Wien

Share Registry: Computershare Investor Services

Level 27, Central Plaza One
345 Queen Street, Brisbane Qld 4000

5.2 SDTL Directors

DAVID FRANCIS DIAMOND Chairman - Finance Director(born 16/4/48)

Bachelor of Business Studies, Trinity College, émsity of Dublin
Chartered Accountant (Aust), Director, Diamond Ricial Consulting P/L

David Diamond has a background of 30 years in atiog, audit and reconstruction with
major accounting firms. He worked 12 years in gahaccountancy and advisory positions
with Peat Marwick and Mitchell and then Deloittes.

David spent the next 10 years in reconstructiomisady services and insolvency with
Ferrier Hodgson. Whilst there he was the Sole Rraiof National Consulting Group, in
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joint venture with Ferrier Hodgson, consulting tesimess undergoing change. This
involved differing financial/managerial assignmeatshe request of banks, financiers and
investors.

Since 1995, David has been an independent consaltdnadviser to companies requiring
financial, strategic and managerial skills overidenrange of industries. These industries
include gold mining, construction, media, steel amation and manufacturing, hospitality
management, and audio-visual integration. Thisitaaded positions as a director and
chairman of private and publicly listed compangesell as adviser to financial
institutions in the resolution of disputes and s

STEPHEN MICHAEL HARGREAVES /CEO, (born 8/04/59)

Steve's experience includes the successful edtai#ist and capital raising for public
companies, and the management of public compamiemmercialising inventions.

Steve is the founder of Select Design Technologiested back in June 1999. And was the
CEO up until 2003, and has taken up the positi@ireigp February 2006. Steve is
responsible for the day to day business activafeéSDTL. Steve is also the founder and
Chairman / CEO of International Innovations Limitgid.).

MARK WEBB / Non Executive Director — Secretary / Accountfiobrn 31/05/54)

Mark was appointed a director May 2006. Mark isialified accountant and registered tax
agent who operates his own practice from an offidgdurleigh Heads on the Gold Coast.
He previously worked for a number of years in tharice/budgeting section of the ACT
Treasury and on moving to the Gold Coast ownedaal feod outlet. Mark is also a
director of International Innovations Limited (lIlyww.internationalinnovations.com.au
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6. OTHER MATERIAL INFORMATION

6.1 Corporate Information

Issued Shares 368,961,514 ordinary shares
Options (exercise price of A$0.0666 and expiringd@rDecember 2010)
308,542,421
Directors’ Shareholding 78,973,636 (21.4 %)
Directors’ Options 66,150,078
Current Directors 3
Current Shareholders 490
Paid-up Capital (as at June 2006) A%$3.9 million

The Options have an exercise price of 6.6 centsaarekpiry date of 31 December 2010.
Upon exercise, each Option will convert into onkyfpaid ordinary share.

6.2 Directors’ Interests
Directors’ Share and Option holdings

No Director as at the date of this IM is the betiafiholder of any Shares or Options in
SDTL other than as set out below:

Director No of Shares No of Options
Mr Stephen Hargreaves 56,823,636 48,500,078
Mr David Diamond 22,000,000 17,500,000
Mr Mark Webb 150,000 150,000

Related Party Disclosure

On 22 March 2006, Mr Stephen Hargreaves was isg|5,000 Shares at an issue price
of 4 cents each in payment of his remuneration @atJanuary 2007. It is proposed that
shareholder ratification for the issue of Shardsb@ sought at next annual general
meeting.

Mr Hargreaves is a controller of IIL and accordingDTL is a related party of IIL. IIL has
entered into a cross licence agreement with SDTrespect of the QISS and Smartmatic™
technology.

Mr. Mark Webb is also a director of IIL

6.3 Proposed Fundraising

SDTL is proposing to undertake an equity raisinggpam in the near future to finance the
following items of expenditure:

Construction of QISS launch clutch for VW DCT at&ido, Hoerbiger and GHM-
Engineering.
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Construction of prototype AWD transfer cases fghtivehicles and assembly into
demonstration vehicles, using t8eartmatic™multi-cone” selectors.
Incorporation of overseas “sister” companies in gi&ong, London and New York.

Ongoing patent protection.
Stock exchange listing expenses for Newcastle Skxckange (Australia)
Working Capital.

Preparations for the capital raising is underway.

6.3 Future Opportunities

Patent protection in the jurisdiction in which SDT&s registered patents will be available
for the SMS at least until 2016 (for the first erdloents of the invention) or until 2019 to
2025 (for the subsequent embodiments).

The long term revenue source will likely be froelsing arrangements, in particular with
heavy-duty transmission manufacturers worldwide, flaom royalties received from other
automotive and non-automotive applications. Theskide medium and heavy commercial
vehicle transmissions and derivatives like four-elkgrive transfer cases and tractor
transmissions, motorcycle transmissions, marinestrassions, aeronautical transmissions,
industrial/stationary and other transmissions.

Without having accurately quantified income fronagh other revenue sources, the total
cumulative income stream to SDTL, which owns thiepiarights and has a concept-proven
product, is unknown at this stage.

6.4 Availability of Company Documentation

Further information regarding SDTL can be downlahffem www.selectdesign.com.au
or by contacting SDTL on +61 2 9238 4235 or enwil t
steve.hargreaves@selectdesign.com.au

Mobile: +61 (0) 411879024

ATTACHMENTS

Patent Attorney status report June 2006 of SDTL from Intellepro
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