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Key Dates

Latest date and time by which proxy forms must be received by KAZ (see page 4 for further details)
10:00am Sunday 4 July 2004

Date and time for determining eligibility to vote at the Ordinary Scheme Meeting
10:00am Sunday 4 July 2004

Date and time for determining eligibility to vote at the Option Scheme Meeting
Commencement of Option Scheme Meeting 10:15am Tuesday 6 july 2004

Scheme Meetings
Tuesday 6 july 2004

Court hearing for approval of the Schemes
Friday o July 2004

Effective Date of the Schemes
Friday o July 2004

Suspension of trading in KAZ Shares
Close of trading, Friday 9 July zoo4

Record Date for determining entitlements to Scheme Consideration
Friday 16 july 2004

implementation of the Schemes
Monday 19 july 2004

Despatch of cheques for Scheme Consideration
Monday 19 july zo04

Termination of quotation of KAZ Shares
Tuesday 20 july 2004

All dates following the date of the Scheme Meetings are indicative only and are subject to the Court approval
process. All times referred to are Australian Eastern Standard Time (AEST).
Date: This Information Memeorandum is dated 28 May 2zo04.
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important Notices

READ THiIS DOCUMENT

You should read this infarmation Memorandum in its entirety before making a decision as to howtovote at a
Scheme Meeting. 1f you are in doubt as to what you should do, you should consult your investment or other
professional adviser.

RESPONSIBILITY STATEMENT

The information concerning Telstra and the Teistra Group contained in section 3 of this Information Memorandum,
including information as to the funding arrangements it has made to provide the Scheme Consideration and
information as to the views, intentions and decisions of Telstra and the directors of Telstra in relation to KAZ
{collectively the Telstra Information) has been provided by Telstra and is the responsibility of Telstra.

KAZ dees not assume any responsibility for the accuracy or completeness of the Telstra information,

Telistra does not assume any responsibility for the accuracy or completeness of the information contained in this
information Memorandum other than that contained in section 3.

The information contained in section 6 of this Information Memorandum is the responsibility of Deloitte Corporate
Finance. Neither Telstra nor KAZ assume any responsibility for the accuracy or completeness of the information
contained in section 6 of this information Memotrandum.

Deloitte Corporate Finance does not assume any responsibility for the accuracy or completeness of the information
contained in this information Memotandum other than that contained in section 6.

The infarmation contained in the Information Memorandum other than in sections 3 and 6 is the responsibility

of KAZ.

ROLE OF ASIC

A copy of this Information Memorandum has been examined by ASIC. A copy of the Explanatory Statement set out
in section 4 of this {nformation Memotandum has been registered by ASIC for the purpases of section 412(6) of the
Corporations Act. ASIC has been requested to provide a statement, in accordance with section 411(17)(b} of the
Corporations Act, that ASIC has no chiection to the Ordinary Scheme ar the Option Scheme. if ASIC provides that
statement, then it will be produced to the Coust at the time of the Court hearing to approve the Schemes, Neither
ASIC nor any of #s officers talies any responsibility for the contents of this information Memaorandum.

NOTICE TO FOREIGN SHAREHOLDERS
This document complies with disclosure requirements of Australia that may be different to those in other countries.

DEFINED TERMS AND INTERPRETATION

Capitalised terms used in this Information Memorandum are defined in the Glossary of Terms in section 11. Unless
otherwise stated, all data contained in charts, graphs and tables is based on information available as at the date of
this Infermation Memorandum. All references to time in this information Memorandum are references to Australian
Eastern Standard Time. All references to $, dollars or cents are to Australian currency.
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PRIVACY AND PERSONAL INFORMATION

KAZ will need to collect persanal information to mplement the Schemes. The personal information may include the
names, contact details and details of shareholdings of KAZ Shareholders and Option Holders, plus contact details of
individuals appointed by KAZ Shareholders or Option Holders as proxies, corporate representatives or attorneys at
the Scheme Meetings. The collection of some of this information is required or authorised by the Corporations Act.
KAZ Shareholders and Option Holders who are individuals, and other individuals in respect of whom personal
information is collected, have certain rights to access the personal information collected about them and can
contact KAZ's Privacy Officer by email to privacycompliance@kaz-group.com if they wish to exercise those rights.

The information may be disclosed to print and mail service providers, and to KAZ's advisers to the extent necessary
ta effect the Schiemes. If the information outlined above is not collected, KAZ may be hindered in, or prevented
from, conducting the Scheme Meetings or implementing the Schemes effectively or at all.

KAZ Shareholders or Option Holders who appoint an individual as their proxy, corporate representative or attorney
to vote at a Scheme Meeting should inform that individual of the matters outlined above.

You should alse note that all persons are entitled, under section 173 of the Corporations Act, to inspect and copy
KAZ's register of aption holders. This register contains personal information about Option Holders. For more
information about this entitlement see section 4.14 below.
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Enclosed with this Information Memorandum

For KAZ Shareholders receiving this Information Memorandum:
+ Blue personatised proxy form for meeting of KAZ Shareholders;
+ Notice of Ordinary Scheme Meeting; and
* Reply paid envelope (for use in Australia).

For Option Holders receiving this Information Memarandum:
+ Yellow personalised praxy form for meeting of Option Helders;
+ Notice of Option Scheme Meeting, and
* Reply paid envelope {for use in Australia).

KAZ Shareholder information Line: 1800 040 842

i you hiave any questions in relation to the Schemes, you can call the KAZ Shareholder Information Line on the
above number (or for overseas callers +61 3 9415 4204} between the hours of 8:00am and 6:00pm AEST on
weekdays.
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Letter from the Chairman of KAZ Group Limited

28 May, zoo4
Dear KAZ Shareholders and Option Holders,

THE PROPOSAL

On 7 April 2004, Telstra Carporation Limited {Teistra) and KAZ Group Limited (KAZ} jointly announced a proposal for
the acquisition by Telstra of all the shares in KAZ for $0.40 cash per share via a scheme of arrangement {the
Ordinary Scheme).

The completion of the proposed acquisition will require KAZ Shareholder and Court approval.

in addition, it is also proposed that all Options will be cancelled, in exchange for Telstra paying each Option Holder
a cash sum for their Options. That cancellation will be implemented by way of a second, separate, scheme of
arrangement (the Option Scheme).

The meetings of KAZ Shareholders and Option Holders to vote on the Ordinary Scheme and Option Scheme
respectively are to be held in Sydney on Tuesday é July 2004. For the Schiemes fo proceed certain conditions need
ta be satisfied and the Schemes must be approved by specified majorities at the Scheme Meetings.

The Schiemes also require Court approval.

RECOMMENDATION

Your Board unanimously believes that the Ordinary Schermne and Option Scheme are in the best interest of KAZ
Shareholders and Option Holders and recommends that you vote in favour of the Ordinary Scheme and the Option
Scheme in the absence of a superior proposal. Each Director intends to vote in favour of the Ordinary Scheme and
Option Scheme in relation to their personal holdings of KAZ Shares and Options.

REASONS FOR THE DIRECTORS’ RECOMMENDATION

The key reasons for the Directors’ recommendation of the Ordinary Scheme and Option Scheme include the

following:

. The proposed transaction at a price of $0.40 per KAZ Share represents a significant premium to KAZ's
recent trading price. it represents:

. & 20.5 per cent premium to the volume weighted average KAZ Share price of 33.2 cents between
the announcement of KAZ's half year resudt on 24 February 2004 and the announcement of the
proposed acquisition on 7 April 2004;

. & 26.9 per cent premium to the three month volume weighted average KAZ Share price priorto
announcement on 7 April 2004 of 21.5 cents; and

. & 33.4 per cent premium to the six month volume weighted average KAZ Share price prior to
announcement on 7 Aprll 2004 of 30.0 cents.

. The independent Expett, Deleitte Corporate Finance, has expressed the opinian that the proposed transaction
price of $0.40 per KAZ Share is fair and reasenable and is in the best interest of KAZ Shareholders.

The full report of the Independent Expert is set out in section 6 of this Information Memorandum.

. The transaction price of $0.40 per KAZ Share represents certainty of value paid to KAZ Shareholders
participating in the Ordinary Scheme. The Directors of KAZ recognise that although the KAZ Share price could
eventually trade at levels above $0.40, it has not done so since 30 April 2002 and that there is always
uncerfainty in relation to the stock market valuation of any company.
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. The Option Scheme gives Option Helders the ability to realise the value of their Options in a timely, certain
way. The Independent Expert has found that the value offered for KAZ's Options is fair and reasonable and is
in the best interest of Option Holders.

TELSTRA’S INTENTIONS

The Directors also note that Telstra has indicated that it intends to operate KAZ as a stand-alone Information,
Communications and Technology {ICT) business of sufficient scale to be a market leader in the 1CT marlketplace.
The Directors believe that the combination of KAZ's and Telstra’s strengths will Increase the solutions and services
offerings that the businesses can provide to customers and will position the business as a competitive provider of
an integrated suite of communications, 17 and Business Process Quisourcing (BPQO) services.

The Directors believe that such a combination with Telstra will be highly beneficial for the KAZ business. While KAZ
has had a history of strong and successful growth to date, over time, the convergence of communications
infrastricture, networking services, IT services and BPO is driving customers to demand a fuli range of ICT solutions
from their IT and telecommunications service providers. The combination of KAZ and Telstra’s capabilities will
enable KAZ to more effectively service its customers' needs and compete more effectively in the ICT marketplace.
The retention of KAZ as a separate stand-alone business will on the other hand serve to ensure that KAZ's flexible
‘can do’ culture and responsive appreach to business is retained.

THE CONSEQUENCES OF THE SCHEMES
if the Schemes are successful, Scheme Participants will be paid on the 6th Business Day after the Schemes
become Effective.

if the Crdinary Scheme is not approved at the Ordinary Scheme Meeting then KAZ will continue as an independent
entity, you will not receive $0.40 cash for your shares and KAZ will continue to pursue its operational and growth
objectives and the creation of sharehiolder value. However, in these circumstances, your Directors anticipate that
the price at which KAZ Shares are traded on the ASX will fall below $0.40.

if the Option Scheme is not approved but the Ordinary Scheme is approved, Telstra has indicated that it intends to
acquire the Options using other permissible methods, such as compulsory acquisition or cancellation under the
Corporations Act.

Your careful consideration of this matter is important. | encourage you to read this Information Memorandum
(including the report of the Independent Expert) carefully in full and, if required, to seek yaur own investment or
other professional advice. The Directors consider it impartant that you have the opportunity to vote on this matter
and encourage you to do so. | urge you to attend the relevant Scheme Meeting of, if you are unable to attend, io
complete and return the relevant enclosed proxy form.

if you have any guestions in relation to the proposed transaction, please call the KAZ Sharehiolder information Line
on Free Call 1800 040 842 (or for overseas callers +61 3 9415 4204) between the hours of 8:00am and 6:00pm AEST
on weekdays.

Your sincerely,

o 2
er=y
&;{:74“‘”4‘
Peter Housden
Acting Chairman
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Letter from the Chief Executive Officer of Telstra

28 May, zoo4

Dear KAZ Shareholders and Option Helders,

On 7 April 2004, KAZ and Telstra jeintly announced their intention for Telstra to acqutire KAZ through schemes of
arrangement.

if approved the transaction will provide growth opportunities by leveraging the complementary capabilities of
Telstra and KAZ and by responding better to customer demands for converged solutions.

As set out in the Information Memaorandumn, Telstra has indicated its intention to operate KAZ as a separate co-
branded subsidiary of Telstra and is cammitted to retaining KAZ's flexible ‘can do’ culture and respeonsive approach
to business. Telstra recognises that KAZ's business is essentially a ‘people business’ and that a large part of the
value of KAZ is generated by the loyalty and quality of its team.

KAZ engaged an Independent Expert to consider the proposed transaction. The Independent Expert concluded that
the propaosed transaction price of $o.40 per KAZ Share is fair and reasonable, is in the best interests of KAZ
Shareholders and that the value offered for KAZ's Options is fair and reasonable.

Thank you in advance for giving this proposal your careful consideration. We are excited about the oppottunity to

create a leading information and communication technologies company in the Australian market and to build on
KAZ's success to date.

Yours sincerely,

/ f @,ﬁoﬂaé

Ziggy Switkowski
Chief Executive Officer

Telstra Corporation Limited
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Your vote
SCHEME MEETINGS

The Ordinary Scheme Meeting will be held:
. at 1o:00am on Tuesday 6 july 2004;
. at Avillion Hotel, 38g Pitt Street, Sydney NSW zoo0.
The Option Scheme Meeting will be held:
. at the later of 10:15am on Tuesday & july 2004, or immediately following the close of the Ordinary
Scheme Meeting;
. at Avillion Hotel, 38g Pitt Street, Sydney NSW zoo0.

For the Ordinary Scheme to proceed, the Ordinary Scheme must be approved by a majority of KAZ Shareholders
whio vote (in person, by proxy, by attarney or, in the case of corporations, by authorised corporate representative).
Those KAZ Shareholders who vote in favour must hold at least 75% of the total number of KAZ Shares voted at the
Ordinary Scheme Meeting.

For the Option Scheme to proceed, the Option Scheme must be approved by a majority of Option Holders who vote
{in persan, by proxy, by attorney or, in the case of corporations, by authorised carporate representative). Those
QOption Holders who vote in favour must represent at least 75% of the total amount of debts and claims of the
creditors present and voting at the Option Scheme Meeting,

WHO CAN VOTE?
KAZ has determined that the KAZ Shareholders who will be eligible to vote at the Ordinary Scheme Meeting are
those registered as a KAZ Shareholder at 10:00am on Sunday 4 July 2004.

The Option Holders who will be eligible to vote at the Option Scheme Meeting are those registered as an Option
Holder at the time of the Option Scheme Meeting.

Hf you are unsure whethier you can vote, you can call the KAZ Shareholder Information Line on Free Call 1800 040
842 (or for overseas callers +61 3 9415 4204} between the hours of §:c0am and 6:00pm AEST on weekdays.

WHAT SHOULD YOU DO?
. Read this Information Memorandum and the enclosed Notices of Scherne Meetings carefully.
. i you hiave any queries, consult your investment or other professional adviser, or for information call the
KAZ Shareholder Information Line on Free Call 1800 040 842 (or for overseas callers +61 3 9415 4204)
between the hours of 8:00am and 6:00pm AEST on weekdays.
. Exercise your right to vote. Your Directors believe the Schetnes are a matfer of inportance for all KAZ
Shareholders and Option Holders and therefore urge you to vote.
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VOTING IN PERSON
To vote in person, attend the Scheme Meetings on Tuesday 6 july 2004 at Avillion Hotel, 389 Pitt Street, Sydney
NSW 2000.

Attorneys who plan to attend a Scheme Meeting should bring with them the original or a certified copy of the power
of attorney under which they have been authorised to attend and vote at the Scheme Meeting.

A corparation which is a KAZ Shareholder or Option Holder may appoint an individual to act as ifs representative.
The appointment must comply with the requirements of section 250D of the Corporations Act. The representative
should bring to the Scheme Meeting evidence of their appointment, including any authority under which it is
signed.

VOTING BY PROXY
Ta vote by proxy at the Ordinary Scheme Meeting, complete and sign the enclosed blue personalised proxy form.
The form must be received by the KAZ Share Registry by 10:00am Sunday 4 july 2004.

To vote by proxy at the Option Scheme Meeting, complete and sign the enclosed yellow persenalised proxy form.
The form must be received by the KAZ Share Registry by 10:00am Sunday 4 july 2004.

You may return your proxy form to the KAZ Share Registry by posting it in the reply paid envelope provided (for use
in Australia) or by delivering or faxing it to:

Post or Fax to:

KAZ Share Registry

Computershare investor Services Pty Limited
GPO Box 242

Melboume VIC 8o6o

Facsimile: +61 2 B235 8220

Deliver to:

KAZ Share Registry

Computershate investor Setvices Pty Limited
Level 2

60 Carrington Street

Sydney NSW zo00
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1. Key features of the Schemes

This section is a summary only. KAZ Shareholders and Option Holders should read the entire document before
making a decision on how to vote,

THE SCHEMES

Telstra and KAZ jointly announced on 7 April 2004 a proposed acquisition of KAZ by Telstra. Under the proposal,
Telstra will acquire all KAZ Shares, and all Options will be cancelled. Telstra's intentions concerning the
continuation of the business of KAZ are set out in section 3 of this Information Memorandum,

The proposed transaction will be implemented by way of two schemes of arrangement {the Ordinary Scheme and

the Option Scheme) which, if implemented, will have the following effect:

. the transfer of all KAZ Shares to Telstra Services Solutions Heldings, a wholly owned subsidiary of Telstra;

. KAZ Shareholders as at the Record Date (Ordinary Scheme Participants) receiving cash from Telstra for each
KAZ Share;

. the cancellation of all Options; and

. QOption Holders as at ihe Record Date {Option Scheme Participants} receiving cash from Telstra for the
cancellation of each Option.

CONSIDERATION
Qrdinary Scheme Participants will receive $0.40 cash from Telstra for each KAZ Share held by them at the
Record Date.

Details of the consideration payable to Optien Scheme Participants are contained in section 4.13.

WHEN WILL YOU GET PAID
if the Schemes proceed, the consideration for transfer of your KAZ Shares or the cancellation of your Options must
be paid by Telstra on the 6th Business Day after the Effective Date. This is expected to be Monday 19 July 2o04.

DIRECTORS’ RECOMMENDATION
Your Directors unanimously believe that the Schemes are in the best interest of KAZ Shareholders and Option
Holders and recommend that you vote in favour of your relevant Scheme in the absence of any superior offer.

All Directots who hold KAZ Shares and Options intend fo vote in favour of the Schemes.
The key reasons of each of the Divectors for their recommendations and other matters which you may wish to take
inte consideration are set out in section 2.2 of this Information Memorandum.

INDEPENDENT EXPERT
The independent Expert, Deloitte Corporate Finance, has expressed the opinion that the Schemes are in the best
interest of KAZ Shareholders and QOption Holders,

The independent Expert’s Report is set out in full in section 6 of this Information Memorandum.
You are encouraged to read this report in full.
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THE VOTE AND OTHER APPROVALS

The Ordinary Scheme must be approved by KAZ Shareholders at a meeting to be hield on Tuesday 6 july 2004 at
10:00am and the Option Scheme must be approved by Option Holders at a meeting to be held on Tuesday 6 july
2004 at 10:15am of immediately following the close of the Ordinary Scheme Mesting.

The Ordinary Scheme must be approved by:

. a majority in number of KAZ Shareholders who vote at the Ordinary Scheme Meeting {in person or by proxy);
and

. at least 75% of the total number of KAZ Shares voted at the Crdinary Scheme Meeting (in person or by proxy}.

The Option Scheme must be approved by:

. a majority in number of Option Holders who vote at the Option Scheme Meeting (in person or by proxy); and

. af least 75% of the total amount of debts and claims of the creditors present and voting at the Option Scheme
Meeting (in person or by proxy).

Following the Scheme Meetings, the Court will be asked te approve the Schemes. Court approval is required for all
schemes of arrangement. The heating for Court approval is expected to be held on Friday g July 2004.

The Option Scheme is conditional on the Ordinary Scheme. i the Ordinary Scheme is not approved by KAZ
Shareholders and the Court, the Option Scheme will not proceed even if it is approved by Option Holders.

The Ordinary Scheme is not conditional on the Option Scheme and, if approved by KAZ Shareholders and the Court,
will proceed regardiess of whether the Option Scheme is approved.

CONDITIONS

implementation of the Schemes is subject to a number of Conditions Precedent which are summarised in section
4.6 of this information Memorandum, and set out in full in clause 3.1 of the Merger Implementation Agreement (a
copy of which is set out in section 7 of this information Memorandum).

HOW TO VOTE
Details of how you can vote are contained on page 4 and in the relevant Notice of Scheme Meeting provided with
this information Memorandum.

INFORMATION FROM TELSTRA
Section 3 of this Information Memorandum contains information from Telstra and the Telstra Group.

TAX IMPLICATIONS

Section 5 of this Information Memorandum contains information concerning the income tax consequences of the
Schemes for certain Australian resident KAZ Shareholders and Option Holders. You are encouraged to read this
section in full,
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2. lssues for you to consider

2.1 DIRECTORS' RECOMMENDATION
The Directors of KAZ, whose names are set out below, recommend that you vote in favour of the Schemes at the
Scheme Meetings, in the absence of a superior proposal:

MARLE OF HRECTOR POSITIN

Peter Kazacos Chief Executive Officer
Peter Hausden Independent Director
Lyndsey Cattermole Non-Executive Director
Peter Draney Non-Executive Director
David Knox Executive Director
Michael 0'Sullivan Executive Director

The Directors unanimously believe that, for the reasons set out in section 2.2 below, the Schemes are in the best
interest of KAZ Shareholders and Option Holders. The Directors thetefore recommend that, in the absence of a
superior offer, KAZ Shareholders and Option Holders vote te approve the Schemes.

All Directors intend to vote in favour of the Schemes in respect of the KAZ Shares and Options that they held {(or that
are held on their behalf). For details of the Directors’ shareholdings and interests in KAZ Shares and Options, see
section 4.23 of this Information Memorandum.

Lyndsey Cattermote and Peter Draney, who together own approximately 12.13% of the KAZ Shares, have granted
Telstra a call option over their respective shareholdings {(full details of these options are set out in section 4.23 of
this information Memorandum).

2.2 THE KEY REASONS FOR THE DIRECTORS’ RECOMMENDATION

THE SHARE SCHEME
The Directors have, in forming thelr conclusion and recommendation, given detailed consideration to the following:

(@) Premium to historical KAZ Share prices
tnder the terms of the Ordinary Scheme, Ordinary Scheme Participants will receive $o.40 cash for each KAZ

Share held by them. This represents a significant premium to prices at which KAZ was trading on the ASX ptior
to the announcement of the proposed transaction on 7 Aprit 2004.
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The table and chart below set cut the mplied premium of the proposed transaction price of $0.40 per KAZ Share
against a range of time periods.

3___?ERI_OD.___:_ T SR - 1__:'_'_?REM1L§_M IMPLED BY
P o e | - TELSTRA'S $0.40 OFFER.
Last day on which KAZ 36.1 cents 10.9%

traded prior to 7 Aprit 2o004°

Between announcement of 33.2 cents 20.5%

KAZ interim results {on 24

February) and 7 April 2004

1 Monthi (pre 7 April 2004) 4.4 cents 16.3%

3 Months (pre 7 April 2004) 31.5 cents 26.9%

6 Months (pre 7 April 2004) 30.0 cents 33.4%

1 Year {pre 7 April 2004) 24.8 cents 61.5%

1. VWA means volume weighted average price and is calculated based on daily closing share prices and volume.,

The WWAP for various pericds in the table above has been rounded o the nearest 0.1 cent.

2. 7 April 2004 is the date on which AZ 2nd Telsiiz announced that they had agreed to pursue the Schemes.

Premium to VWAPSs at Telstra offer price of $0.40 par share

040 -

F
205% I 183% 26.8% 38.4% 815%

0.36 1

0.30 -

0.25 1

0.20 4

0.185 -

0.10

Latll'a.t:lnﬂﬂa,.\ir I Interim results to I 1 month prior to I 3 months prior to I 6 months prior to I 12 months pror to
prior ko Annauncement Announcemeant Announcement Announcemeant Announcement
Announcement
(b} KAZ Shares have traded below $o.40 for around two years
The last date that KAZ Shares closed at a price higher than $0.40 priot to the announcement of the
Schemes on 7 April 2004 was 30 April 2002 when the shares closed at a price of $0.42.
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{c)

(d)

(e)

4

Possibitity for a superior offer for all KAZ Shares

There temains the possibility that an interested party may make a superfor competitive proposal to acguire all
KAZ Shares prior to KAZ Shareholders voting on the Ordinary Scheme. Accordingly, the recommendation of
the Directors remains subject to there being no superior offer for all of the shares of KAZ. The Directors have
received no such offer to date and have no basis for believing that any such offer witl be forthcoming.

independent Expert

An Independent Expert, Deloitte Corparate Finance, has provided an opinion to the Directors and has
concluded that the cash offer price of $o.40 per KAZ share is fair and reasonable, and that the Ordinary
Scheme is in the best interest of KAZ Shareholders,

The cash offer price of $o.40 Is within the Independent Expert's valuation range of $0.37-%0.43 per share.

The Independent Expert's Report is included in section 6 of this information Memorandum. The report should
be read in its entirety, including the assumptions on which the conclusions are based.

Ceriainty of value

The valuation of IT services and technology companies is subjective, given it is based on uncertain future cash
flows based on a range of assumptions underlying the financial performance of the company, future growth
developments and underlying economic conditions and the cyclical nature of IT services businesses.

in particular within the technology sector there has been very significant volatility in the trading levels of
listed technology companies over the recent past. These trading levels reflect (i) a fundamentally volatile
investment environment for technology focused stocks throughout the recent technology stock market bubble
burst as well as {ii) the cyclical nature of the technology sector and IT services businesses.

Given this valuation uncertainty and stack market volatility, the Directors of KAZ recognise that although the
KAZ Share price could eventually trade at levels above $o.40, it has not done so since 30 April 2002 and that
there is always uncertainty in relation to the stock market valuation of any company. There is therefore also
potential downside risk in the trading value of KAZ Shares.

Compared to this, the Ordinary Scheme consideration of $0.40 per KAZ Share in cash will be paid shortly after
the Ordinary Scheme Meeting if the Ordinary Scheme is approved and all conditions have been satisfied (or
waived). Therefore, subject to the satisfaction of conditions to the Ordinary Scheme, the Ordinary Scheme
provides certain value, at a significant premium to the recent trading range of KAZ Shares, and near certain
timing of receipt of that value.

if the proposal is not implemented
if the Ordinary Scheme is not implemented, the following outcomes are likely:

. KAZ Shareholders will continue to hold KAZ Shares and KAZ will continue to operate independently; and
. The value at which KAZ Shares trade on the ASX is likely to fall below $o.40 per share.
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{g} Brokerage
if the Ordinary Scheme is implemented you will not have to pay any brokerage fees that you may otherwise
have to pay on the sale of your KAZ Shares.

THE OPTION SCHEME

The Directors have, in forming thelr conclusion and recommendation, given detailed consideration to the following:

&

(b)

(©)

Timely realisation of value

KAZ's Options are not transferable. The Option Scheme gives Option Scheme Participants the ability to
realise the value of their Options in a timely, certain way.

independent Expett opinion

The Independent Expert has formed the view that the value offered for Options under the Option Scheme is
fair and reasonable and that the Option Scheme is in the best interest of Option Holders.

Telstra's intention to compulsorily acquire {or cancel) Options

Telstra has indicated that, should the Ordinary Scheme succeed but the Option Scheme fail, its intention is to
proceed to compulsorily acquire {or cancel) Options using mechanisms available to it under the Corporations
Act. Having regard to this intention, the Directors believe that if the Option Scheme is implemented, Option
Holders will receive a more timely realisation of value than under a scenario where compulsory acquisition (or
cancellation) is required.

2.3 IT CONVERGENCE AND TELSTRA'S INTENTIONS IN RELATION TO KAZ

The Directors also note that Telstra has indicated that its current intentions are to operate KAZ as a stand-alone
information, Communications and Technology {ICT) business of sufficient scale to be a market leader in the 1T
marketplace. The Directors believe that the combination of KAZ's and Telstra’s strengths will increase the solutions
and services offerings that the businesses can provide to customers, and will position the business as a competitive
provider of an integrated suite of communications, IT and Business Process Outsourcing (BPQ) services.

The Directors believe that such a combination with Telstra will be highly beneficial for the KAZ business. While KAZ
has had a history of strong and successful growth to date, over time, the convergence of comrmunications
infrastricture, networking services, IT services and BPO is driving customers to demand a fuli range of ICT solutions
from their IT and telecommunications service providers. The combinatian of KAZ and Telstra’s capabilities will
enable KAZ to more effectively service its customers’ needs and compete more effectively in the ICT marketplace.
The retention of KAZ as a separate stand-alone business will en the other hand serve to ensure that KAZ's flexible
‘can do’ culture and responsive appreach to business is retained.
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3. information from Telstra

The information cancerning Telstra and the Telstra Group in this section 3 has been provided by Telstra and is the
responsibility of Telstra. KAZ does not assume any responsibility for the accuracy or complefeness of this
information.

3.1 PROFILE OF TELSTRA
(@) Overview of Telstra and its principal activities

Teistra is Australia’s leading telecommunications and information services company. Telstra is listed on ASX
and approximately 51.05% of its shares are owned by the Commonwezlth.

Telstra competes in telecommunications markets throughout Australia and is comprised of the following
strategic business units:

. Telstra Consutmner and Marketing;

. Telstra Business and Government;

. Telstra Country Wide;

. BigPond™, Media Services and Sensis;

. Telstra Whiclesale;

. Teistra international;

. infrastructure Services; and

. Telstra Technology, Innovation and Products.

These business units are supported by corporate areas including Legal and Office of Company Secretary;
Regulatory, Corporate and Human Relations; Human Resources; Corporate Development; and Finance
and Administration.

Telstra’s main activities include the provision of:

. basic access services to most homes and businesses in Australia;

. local and long distance telephone calls in Australia and international calls to and from Australia;

. mobile telecommunications services;

. a comprehensive range of data and internet services (including through Telstra BigPond™,
Australia’s leading ISP);

. management of business customers’ 1T and/or telecommunications services;

. whiolesale services to other carriers and carriage service providers;

. advertising, directories and information services; and

. cable distribution services for FOXTEL's cable subscription television services.

Telstra’s international business includes Hong Kong CSL Limited {one of Hong Kong's leading mobile operators),
TeistraClear Limited (the second largest full service carrier in New Zealand) and 2 joint venture interest in Reach Ltd
{one of the leading wholesale providers of combined voice, data and internet connectivity setvices in the Asia-
Pacific region).
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(b)

DHrectors of Telstra

The Telstra Directors are:

MARLE OF IRELTOR PUOSITIEN

John T Raiph Interirn Chairman
Zyemunt E Switkowski Chief Executive Officer
Samuel H Chisholm Director
Anthony } Clark Director

John E Fletcher Director

Belinda } Hutchinson Director
Catherine B Livingstone Director

Charles Macek Director

Donald G McGauchie Director

John W Stocker DHrector

3.2 PROFILE OF TELSTRA SERVICES SOLUTIONS HOLDINGS LIMITED

it is proposed that, after the Ordinary Schieme is approved, all of the KAZ Shares will be transferred to Telstra
Services Solutions Holdings (a wholly owned subsidiary of Teistra).

(a

Overview of Telstra Services Solutions Holdings and its principal activities

Telstra Services Solutions Holdings is the non-trading investment holding company which holds the shares of
the various subsidiary companies of Services Solutions, an operating unit of Telstra Business and
Government.

Services Solutions provides a range of managed network and managed T solutions and setvices to Telstra's
business customers, leveraging Telstra’s infrastructure, core communications business and customer
relationships. Services include Managed 17T, Managed Network Services, Qutsourcing (including Business
Process Outsourcing), Professional Services, Technical Consulting, Business Consulting, eBusiness {including
EFTPOS) and Hosting.

Telstra Services Solutions Heldings currently holds the following investments (through a wholly owned
subsidiary):

. 47.86% of the shares in Keycorp Limited; and

. 100% of the shares in Telstra eBusiness Services Pty Lid.
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{b) Directors of Telstra Services Solutions Holdings

The directors of Telstra Services Solutions Holdings are:

WARAE OF THRECTOR POSETHIR PORS VRN WITHIE TELSTRA

Bouglas Gration Director Company Secretary

Geoff ] Nichiclson Director Senior Executive, Finance and Administration

David Kirton Director Group Financial Controlier, Business and Government
Michael ] Foster Director Managing Director, Services Solutions,

3.3 INFORMATION ON KAZ SECURITIES

(@) Telstra's interests in KAZ securities

Business and Government

As at the date of this Information Memorandum, Telstra had a relevant interest in:

. 100,475,555 KAZ Shares; and
. Nil Options.

As at the date of this information Memorandum, Telstra’s voting power in KAZ was 12.13%.

(b} Acquisitions of KAZ Shares and Options by Telstra or Telstra associates

Except as disclosed elsewhere in this information Memorandum, nelther Telstra nor its assaciates provided,

or agreed to provide, consideration for KAZ
months before the date of this Information

Shares or Options under a purchase or agreement during the four
Mermorandum.

{c] Highest price paid for KAZ Shares by Telstra or associates

Except as disclosed elsewhere in this information Memorandum, neither Telstra nor any of its associates has
provided, or has agreed to provide, any consideration for any KAZ Shares or Gptions under a purchase or
agreement during the four months before the date of this information Memorandum.

(d) Pre-Scheme benefits

Except as disclosed elsewhere in this information Memorandum, during the period of four months before the
date of this Inforrmation Memorandum, neither Telstra nor any of its associates gave, offered to give, or agreed
to give a benefit to another person which was likely to induce the other person, or an associate of the other

person, to:

. vote in favour of the Ordinary Scheme or the Option Scheme; or

. dispose of KAZ Shares or Options,

and which is not offered to all KAZ Shareholders or Option Holders,

KAZ Group Limited
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3.4 RATIONALE FOR THE PROPOSED ACQUISITION OF KAZ

The rationale for the proposed acquisition of KAZ includes:

(a

(b)

(©)

(d)

(e)

Meeting customer demands

The convergence of communications infrastructure, networking services, IT services and Business
Process Outsolrcing (BPO) is driving customers to demand a full range of information and
Communications Technologies (ICT) solutions from their telecommunications provider,

Global trends

Global telecommunications incumbents including SingTel NCS, BT Global Services and Deutschie
Telekotm T-Systems are investing to extend their IT services capabilities through acqulisitions to
complement their communications strengths.

Building on core strengths by expanding 1T services capabfity

The transaction positions Telstra well in the managed services and ICT markets, by expanding Telstra’s IT
services capability alongside its core strengths in telecommunications.

Future growth in ICT

The transaction delivers increased capability in the ICT services market, a key driver of future growth for
Telstra’s Business and Government business unit, by enabling Telstra to serve an increasing number of
customers who are looking to telecommunications companies as pariners who deliver and manage their
complex T and BPO services requirements.

End to end customer solutions —~ competitive and secure service

. The combination of KAZ's and Telstra’s strengths increases the solutions and services offerings
Telstra can provide its customers and ensures it can be a competitive provider of their
communications, iT and BPO needs.

. The acquisition of KAZ is anticipated to allow Telstra to more effectively combine communication
selutions and IT and BPO related services that, as a trusted and secure partner, will be managed and
maintained on behalf of customers,

. The acquisition facilitates the delivery of end-to-end communications saolutions to business and
gavernment customers from the advisory and consulting phase through to the delivery and
management phase.

KAZ Group Limited | INFORMATION MEMORANDUM © Page 15




{

INFORMATION MEMORANDUM

3.5 TELSTRA'S INTENTIONS

(a

(b)

Overview

This section sets out Telstra's intentions in relation to the following:

. the continuation of the business of KAZ;

. any major changes to the business of KAZ and any redeployment of the fixed assets of KAZ; and
. the future employment of the present employees of KAZ.

These statements of intention are based on the information concerning KAZ, its business and the general
business environment which is known to Telstra at the time of preparation of this Information Memorandum.
Final decisions will only be reachied by Telstra in light of increased knowledge through exposure to the
business and material information and circumstances at the relevant time including as a result of the reduced
level of functions arising from KAZ ceasing to be a listed company. Accordingly, the statements set out in this
section 3.5 are statements of current Intention only which may change as new information becomes available
of circumstances change,

Telstra’s intentions set out in this section 3.5 also reflect the intentions of Telstra Services Solutions Holdings,
subject to the same qualifications set out above.

intentions upon the Ordinary Scheme being approved
if the Ordinary Scheme becomes Effective, Telstra's current intentions are as set out below,
(i} General operational matters

Telstra’s intention is to operate KAZ as a co-branded stand-alone {CT business of sufficient scale to
create a market leader in the I{T marketplace.

(il Intention as to branding and operations

Telstra intends to operate KAZ as a separate co-branded subsidiary of Telstra. It is intended that after
the acquisition, KAZ will be renamed “KAZ, a Telstra company”™. This name may evolve over time to
reflect the integral relationship with Teistra and its customers.

(i} Employees

KAZ brings experienced people with skills in BPO, systems integration, consulting, applications
development and [T management services to complement Telstra’s existing managed services business
and telecommunications expertise.

Telstra helieves KAZ's flexible ‘can do culture and responsive appreach to business has been driven by
its successful management team. Therefore, Telstra's current intentions are not to change the
leadership team or employee make-up within KAZ.
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(©)

(d)

it is intended that KAZ's current Chief Executive Officer, Mr Peter Kazacos, will continue to lead the
business following the acquisition by Telstra, and it is presently intended that Mr Kazacos's current
management team will continue to repert to him. Mr Kazacos will report to the Managing Director of
Telstra Services Solutions, and be an active member of the Telstra Services Solutions leadership team.

Telstra recognises that KAZ's business is essentially a “people business” and that a large part of the
value of KAZ is generated by the loyalty and guality of its team. As indicated in section 3.4 above, the
acquisition of KAZ by Telstra is about growth and gaining capabilities and skills in the ICT industry.

The current intention is that KAZ will continue to run as a stand-alone entity in the Telstra Business and
Government business, reporting inta Telstra Services Solutions (an operating unit of Telstra Business
and Government). Consequently, KAZ employees will remain on their current employment arrangements
and conditions, and with the additional benefii of access to a range of Telstra employee benefits,

KAZ employees will, however, no longer have access to the KAZ Group Limited Employee Share
Participation Plan. Also, the current KAZ Executive Share Acquisition Plan will be terminated and a new
plan introduced to continue to retaln, motivate and attract key executives and talent into the
organisation.

{(iv) Other corporate matters

if the Ordinary Scheme becomes Effective, Telstra intends to:
. arrange for KAZ to be removed from the official list of ASX; and
. replace members of the Board of KAZ with Telstra nominees.

intentions if the Ordinary Scheme is approved but not the Option Scheme
The Option Scheme is conditionat on approval of the Ordinary Scheme but not vice versa,

if the Ordinary Scheme is approved, but the Option Scheme is not approved, Telstra’s current intention is,
subject to implementation of the Ordinary Scheme, to compuldsorily acguire {or cancel) all of the Options
pursuant to Part 6A.2 of the Corporations Act.

Business, assets and employees

Qthier than as set out in this section 3.5 and elsewhere in this Information Memorandum, it is the present
intention of Telstra:

. to continue the businesses of KAZ;

. not to malke any major changes to the businesses of KAZ;

. to consider consolidating Telstra-owned and/or KAZ-owned data centres;

. not to redeploy any of the other major fixed assets of KAZ; and

. to maintain the employment of KAZ's existing employees.
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3.6 SOURCES OF CONSIDERATION

(a

(b)

(©)

Cash consideration

The consideration for the acquisition of all KAZ Shares and the cancellation of all Options will be
satisfied wholly in cash.

if the Ordinary Scheme becomes Effective, the amount of cash that would be payable by Telstra to

Qrdinary Scheme Participants would be approximately $331 million. In addition, if the holders of

Options exercised all their Options before the Record Date, an additional amount of approximately

$3 million would be payable by Telstra to acquire the additional shares issued upon the exercise.
Accordingly, the maximum amount that Telstra could be required to pay upon the Ordinary Scheme becoming
Effective is approximately $334 million.

if the Option Scheme becomes Effective, the amount of cash that would be payable by Telstra to Option
Scheme Participants (assuming no Options are exercised after the date of this Information
Memorandum} would be approximately $2 million.

Telstra's funding arrangements

The Ordinary Scheme and the Option Scheme will be funded by Telstra from Telstra’s cash resources. Those
resources will, at the time required for payment, exceed the maximum amounts that Telstra could be required
to pay if both the Ordinary Scheme and the Option Scheme become Effective (including all transaction costs).

Deed Pol

Telstra has executed a deed poll dated 28 May in favour of each holder of KAZ Shares and Options from time
to time. In summary, in the Deed Poli, Telstra undertakes that:
. subject to the Ordinary Scheme becoming Effective and in consideration of the transfer of each KAZ
Share to it {or to #s nominee), it will pay the Ordinary Scheme Consideration to each Grdinary
Scheme Participant on the implementation Date; and
. subject to the Ordinary Scheme and the Option Scheme becoming Effective and in consideration
of the cancellation of each Option, it will pay the Option Scheme Consideration to each Option
Scheme Participant on the Implementation Date.

A copy of the Deed Poll is contained in section § of this information Memorandum.

3.7 CONSENT

This section 3 of this Infermation Memorandum contains statements made by, or staterents said to be based
on statements made by Telstra Services Solutions Holdings. Telstra Services Solutions Holdings has
consented to the inclusion of each statement made by Telstra Services Solutions Holdings in the form and
context in which the statements appear and has not withdrawn that consent at the date of this

infarmation Memorandum.
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4. Explanatory Statement

This Explanatory Statement {Explanatory Statement) has been prepared pursuant to section 412(1) of the
Corporations Act to explain the effect of the schemes of arrangement between KAZ and KAZ Shareholders (the
Ordinary Scheme), and between KAZ and Option Holders (the Option Scheme), to be considered at the Scheme
Meetings. The Schemes are set out in sections ¢ and 10 of this Information Memorandum.

4.1 WHO IS AFFECTED BY THE SCHEMES?
if the Schiemes are implemented:

§.2
(&)

(b)

(©)

tnder the Ordinary Scheme, KAZ Shareholders who hold KAZ Shares at the Record Date {Ordinary
Scheme Participants) will transfer their KAZ Shares to Telstra Services Solutions Holdings in refum for a
cash consideration of $o.40 per KAZ Share paid by Telstra; and

tnder the Option Scheme, Option Holders who hold Options at the Record Date (Option Scheme
Participants) will receive cash consideration in return for the cancellation of their Options.

WHY YOU MAY CONSIDER VOTING FOR THE SCHEMES

Premium to historical KAZ Share prices

tinder the terms of the Ordinary Scheme, Ordinary Scheme Participants will receive $o.40 cash for each
KAZ Share held by them. This represents a significant premium to prices at which KAZ Shares were
trading on the ASX priot to the announcement of the proposed transaction on 7 April 2004.

Timely realisation of value of Options

The Option Scheme gives Option Scheme Participants the ability to realise the value of their Optiens in
a timely, certain way.

independent Expert

An Independent Expert, Deloitte Corparate Finance, has concluded that the cash offer price of $0.40 is
fair and reasonable, and that the Ordinary Scheme is in the best interest of KAZ Shareholders.

The independent Expett has also formed the view that the vaiue offered for KAZ's Options is fair and
reasonable and is in the best interest of Option Holders.

The Independent Expert's Report is set out in full in section 6 of this information Memorandum.
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4.3 WHY YOU MAY CONSIDER VOTING AGAINST THE SCHEMES

Although the Schemes are recommended by your Divectors and the Independent Expert has expressed the
opinion that the Schemes ate in the best interest of KAZ Shareholders and Option Holders, factors which may
lead you to vote against the Schemes include:

(a) Consideration offered under Schemes

You consider that the Scheme Consideration offered is too low. KAZ Shares have traded at prices above
$0.40 per KAZ Share in the past, although the last time they did so was Aprit zo02. You may believe
that there are factors affecting the current market value of KAZ Shares that are short-term in nature, and
that KAZ may in the longer term realise value of more than $0.40 per share.

(b} KAZ to continue as an independent entity

You believe that KAZ will deliver greater returns to KAZ Shareholders and Option Holders by remaining
as an independent entity. If the Schemes are implemented, KAZ Shareholders and Option Holders will
no longer participate in the future performance of the company. You may believe that there are
opportunities to grow and develop the company which will lead to an increased value of your KAZ
Shares of Options over time.

{c} Tax consequences

if the Schemes proceed, as with any asset disposal there may be tax consequences for Scheme
Participants which could include tax payable on the disposal of KAZ Shares and/or the cancellation of
Options. Further information on the relevant tax consequences is contained in section 5 of this
information Memotandum. KAZ Sharehoiders and Option Holders should seek their own
professional advice regarding the individual tax consequences applicable to them.

4.4 STEPS IN IMPLEMENTING THE SCHEMES

(@) KAZ and Telstra have entered into the Merger Implementation Agreement and have agreed to implement
the Schemes. Telstra has executed the Deed Poll, in favour of Scheme Participants, covenanting to pay
the Scheme Consideration.

(b} The Court has ordered that KAZ convene separate Scheme Meetings of KAZ Shareholders and Option
Holders, at 10:c0am on Tuesday 6 July 2004 in the case of the Ordinary Scheme Meeting, and at
10:15aim on Tuesday 6 Hidy 2004 or nmediately following the close of the Ordinary Scheme
Meeting in the case of the Option Scheme Meeting, for the purposes of voting on the Schemes.

© I

(i}  the Schemes are approved by the requisite majorities at each of the Scheme Meetings; and
(il all other Conditions Precedent have been satisfied or waived,

then KAZ will apply to the Court for orders approving the Schiemes.
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dy i
(i}  the Ordinary Scheme, but not the Option Scheme, is approved by the requisite majorities at the
Ordinary Scheme Meeting; and
(il all other Conditions Precedent have been satisfied or waived,

then KAZ will apply to the Court for orders approving the Ordinary Scheme.

(&) If:
(i}  the Option Scheme, but not the Ordinary Scheme, is approved by the requisite majorities at the
Option Scheme Meeting; and
(il all other Conditions Precedent have been satisfied or waived,

then KAZ will not apply to the Court for otders approving the Option Scheme.

(f)  Each KAZ Sharehedder and Option Holder has the right to appear at the application by KAZ for orders
apptoving the Schemes.

{g} i the Court orders approving the Schemes are obfained, KAZ and Telstra have agreed that they will take
of procure the taking of the steps required for the Schemes to proceed, including:

(i) KAZ will lodge with ASIC an office copy of the Court orders approving the Schemes under section
411{10) of the Corporations Act;

(i} i consideration for the transfer of the KAZ Shares to Telstra Services Solutions Holdings, Telstra
will pay to each Ordinary Scheme Participant the Ordinary Scheme Consideration in accordance
with the provisions of the Ordinary Scheme;

(i} i consideration for the cancellation of the Options, Telstra will pay to each Option Scheme
Participant the Option Scheme Consideration in accordance with the provisions of the
Option Scheme;

{iv) KAZ will enter the name of Telstra Services Selutions Holdings in the Register in respect of the
KAZ Shares;

(v} KAZ will cancel all of the Options; and

(vi) KAZ will be delisted from the ASX.

The Court may refuse to grant the orders referred to in section 4.4{c} or (d) even if the Schiemes are
approved by the requisife majorities at the Scheme Meetings.

4.5 ANCILLARY DOCUMENTS

The Schemes (set out in sections 9 and 10 of this information Memorandum) contain the legal rights and
obligations of KAZ and Scheme Participants under the Schemes. In addition, KAZ and Telstra have undertaken
cettain obligations pursuant to the following agreements:
. Merger Implementation Agreement dated 6 Aprit zoo04 between KAZ and Telstra {a copy of which is set

out in section 7 of this Information Memorandum); and
. Deed Poll dated 28 May by Telstra (a copy of which is set out in section 8 of this Information Memorandum}.
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4.6 CONDITIONS PRECEDENT

in addition to the approval of the Schemes by KAZ Shareholders and Option Holders, the obligations of KAZ
and Telstra to implement the Schemes are subject to the following conditions being satisfied or, where
applicable, walved in accordance with the terms of the Merger Implementation Agreement:

(a

(b)

{©)

(d)

(e

4

@

)

{

{

ASIC and ASX: before 6.00pm on the day before the Second Court Date, ASIC and ASX issue or provide
such consents or approvals or do other acts which KAZ and Telstra agree are necessary or desirable to
implement the Transaction;

Govermnmental Agencies: before 6.0opm on the day before the Second Court Date, all other approvals of
a Governmental Agency (as defined in the Merger Implementation Agreement) which KAZ and Telstra
agree are necessary to implement the Transaction are obtained,

KAZ Prescribed QOccurrences or KAZ Regulated Events: no KAZ Prescribed Occurrence (as defined in the
Merger Implementation Agreement} or KAZ Regulated Event {as defined in the Merger Implementation
Agreement) having occurred between 6 April 2004 and 6.00pm on the day before the Second Court Date;

KAZ Material Adverse Change: no KAZ Material Adverse Change (as defined in the Merger
implementation Agreement} having occurred, being discovered, being announced, being disclosed or
otherwise becoming known to Telstra between 6 April 2004 and 6.00pm on the day before the Second
Court Date,

KAZ Representations and Warranties: the representations and warranties of KAZ set out in clause 7.3 of
the Merger Implementation Agreement being true and correct as at 6 April 2004 and as at 6.00pm on
the day prior to the Second Court Date;

Telstra Representations and Warranties: the representations and warranties of Telstra set out in clause
7.1 of the Merger Implementation Agreement being true and correct as at 6 Aprit 2004 and as at 6.oopm
on the day prior to the Second Coutt Date,

Prescribed Market Occurrence: no Prescribed Market Occurrence (as defined in the Merger
Implementation Agreement} having occurred between 6 April 2004 and 6.00pm on the day prior to the
Second Court Date;

Restraints: no temporary restraining order, preliminary or permanent injunction or other order issued by
any court of competent jurisdiction or other legal restraint or prohibition preventing the Transaction
being in effect at 6.00pm on the day prior to the Second Court Date;

Shareholder approval: before 6.00pm on the day prior to the Second Court Date, KAZ Shareholders
approve the Ordinary Scheme by the requisite majotities under section 411(4) of the Corporations Act;

Penalties: between 6 Aprit 2004 and 6.00pm on the day prior to the Second Court Date, KAZ has not
received any notice from a Governmental Agency (as defined in the Merger Implementation Agreement)
that it may becomne liable for a penalty or breach of any law (other than a minor breach or a breach ina
minor respect) and there is no circumstance in which the reputation of KAZ is, or could reasonably be
expected to be, materially adversely affected.
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KAZ and Telstra have jointly agreed to waive conditicn precedent (&) above being the requirement to obtain all ASIC
and ASX consents and approvals prior to the Second Court Date, set out in clause 3.1 {a) of the Merger
implementation Agreement.

Full details of the Conditions Precedent, the ability of one or both KAZ or Telstra to rely on the various conditions
and the provisions relating to satisfaction or walver of these Conditions Precedent are set out in clause 3 of the
Merger Implementation Agreement which is set out in section 7 of this Information Memorandum.

4.7 TERMINATION

Subject to certain limitations, the Merger Implementation Agreement and the obligations of KAZ and Telstra to
proceed with the Schemes may be terminated prior to the commencement of the hearing of the application to
the Court to approve the Schemes on the Second Court Date:

(@) by either party if the other party is in material breach of any term of the Merger Implementation Agreement
before the Second Court Date (where such breach is not remedied within specified time periods);

(b} Dby Telstra if a majority of KAZ directors withdraw or change their recommendation of the Transaction;

{c} Dy either party if the Conditions Precedent are not satisfied or waived (in accordance with the terms in the
Merger Implementation Agreement);

{(d) Dby Telstra i a majority of KAZ directors recommend, promote or otherwise endorse a Competing Transaction
{as defined in the Merger Implementation Agreement);

(&) by either party if a Court or cther Governmental Agency (as defined in the Merger linplementation Agreement)
has issued a final and non-appealable order, decree or ruling, or has taken other action, that permanently
restrains or prohibits the Transaction;

{(f)] by either party if the Court refuses to make an order convening the Scheme Meetings or approving the
Schemes and that party obtains an opinion from Queen's Counsel or Senior Counsel that an appeal against
that decision would have no reasonable prospect of success;

(g} Dby Telstra, if a person (other than Peter Kazacos or Telstra and its associates) has together with #s associates
the power to exercise, or to control the exercise of, a right to vote attached to at least 25% of KAZ Shares;

(h) Dby either party, if at a duly held meeting the Ordinary Scheme Participants do not approve the Ordinary
Scheme by the majorities required under the Corporations Act;

(i} Dby either party, if the Schemes have not become effective by 30 Septemnber 2004 {or such other date as KAZ
and Telstra may agree in writing); or

() by Telstra if a takeover bid for KAZ Shares is publicly proposed by a person other than Telstra {or any related
body corporate) for a consideration per KAZ Share which is superior to the consideration per KAZ Share
publicly proposed to be paid by Telstra pursuant to the Transaction.

Full details of these termination rights are set out in clause 1o of the Merger Implementation Agreement, a copy of
which is set out in section 7 of this information Memorandum.
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4.8

(a

(b)

(©)

(d)

(e)

4

(g}

4.9

(a

(b)

(©)

(d)

SCHEME MEETINGS

On 28 May 2004 the Court ordered that a Scheme Meeting of KAZ Shareholders be convened to be held at
10:00am on Tuesday 6 july 2004 at Avillion Hotel, 389 Pitt Street, Sydney NSW 2000, and a Scheme
Meeting of Option Holders be convened to be held at 10:15am on Tuesday 6 iuly 2004, of immediately
following the cdose of the Ordinary Scheme Meeting, at Avillion Hotel, 38g Pitt Street, Sydney NSW zooo.

The notices convening the Scheme Meetings ate enclosed with the information Memorandum of which this
Explanatory Statement forms part.

The order of the Court to convene the Scheme Meetings is not, and should not be treated as, an endorsement
by the Court of, or any other expression of opinion by the Court on, the Schemes.

KAZ has determined (for the purposes of regulation 7.11.38 of the Corporations Regulations) that each KAZ
Shareholder who appears on the Register at 10:00am on Sunday 4 July zoo4 is entitled to attend and
vote at the Ordinary Scheme Meeting, either in persen or by proxy or attorney o, in the case of a corporation

that is a member, by its representative appointed in accordance with the Corporations Act.

Each Option Holder who appears an the register of option holders of KAZ at the time of the Option Scheme
Meeting is entitled to attend and vote at the Option Scheme Meeting, either in person of by proxy or attorney.

Voting at the Scheme Meetings will be by poll.

instructions on how to attend and vote at the Scheme Meetings, or to appoint a proxy, attorney or
representative to attend and vote on your behalf, are set out on page 4 of this Information Memorandum.
EFFECTIVE DATE OR END DATE

The Schemes will become Effective upan lodgement of the court approval orders with ASIC, which is expected
to be on Friday o July 2004, with the Schemes being implemented on Monday 19 July.

if the Schemes become Effective, KAZ will give notice of that event to the ASX.

On the Effective Date, KAZ and Telstra will become bound to take the steps required for:

(i}  Telstra Services Solutions Holdings to become the holder of all of the KAZ Shares in accordance with the
provisions of the Ordinary Scheme; and

{(fi} KAZ to cancel all of the Options in accordance with the provisions of the Option Scheme.

if the Schiemes have not been implemented by 30 September zoo4, or such other date as KAZ and Telstra
agree In writing (the End Date under the Schemes), the Schemes will lapse and be of no further force or effect.
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4.10 DETERMINATION OF PERSONS ENTITLED TO ORDINARY SCHEME CONSIDERATION

(a

(b)

(©)

(d)

(e)

4

For the purpose of establishing who are Ordinary Scheme Participants, dealings in KAZ Shares will only be
recognised if:

(i inthe case of dealings of the type to be effected using CHESS, the transferee is registered in the
Register as the holder of the relevant KAZ Shates by the Record Date; and

(i) i all other cases, i registrable transmission applications or transfers in respect of those dealings are
received on of before the Record Date at the place where the Register is kept.

KAZ must register registrable transmission applications or transfers in respect of those dealings that are
received on or before the Record Date af the place where the Register is kept, provided that nothing in this
section 4.10{b) requires KAZ to register a transfer that would result in a KAZ Sharehelder holding a parcel of
KAZ Shares that is less than a Marketable Parcel.

KAZ will not accept for registration or recognise for any purpese any fransmission application or transfer in
respect of KAZ Shares received after the Record Date {except a transfer to Telstra or Telstra Services Solutions
Holdings pursuant to the Ordinary Scheme and any subsequent fransfer by Telstra or Telstra Services
Solutions Holdings, or thelr successors in title).

For the purpose of determining entitlements to the Ordinary Scheme Consideration, KAZ will, until the
Ordinary Scheme Consideration has been paid, maintain the Register in accordance with the provisions of this
section 4.10 and the Register in this form will solely determine entitlements to the Ordinary

Scheme Consideration.

KAZ must procure that on the Record Date, details of the names, registeted addresses and holdings of KAZ
Shares of every Ordinaty Scheme Participant as shown in the Register at the Record Date are available to
Telstra in such form as Telstra may reasonably require.

As from the Record Date (and other than for Telstra ar Telstra Services Solutions Holdings, or their successots
in title), all share certificates and holding staternents for the KAZ Shares will cease to have effect as
documents of title, and each entry on the Register at that date will cease to have any effect other than as
evidence of entitlement to the Ordinary Scheme Consideration.

4.11 ORDINARY SCHEME CONSIDERATION

Under the terms of the Ordinary Scheme, Ordinary Scheme Participants will receive $0.40 cash per KAZ Share.
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4.12 DETERMINATION OF PERSONS ENTITLED TO OPTION SCHEME CONSIDERATION

(a

(b)

(©)

(d)

(e)

From thie Effective Date, Options shall not be capable of being exercised, notwithstanding any term upon
which the Option was granted.

KAZ will not accept for registration or recognise for any purpose any transmission, application or exercise
notice in respect of Options received after the Effective Date.

For the purpose of determining entitlemnents to the Option Scheme Consideration, the register of option
holders of KAZ at the Effective Date will solely determine entitlements to the Optien Scheme Consideration.

KAZ must procure that on the Effective Date, details of the names, registered addresses and holdings of
Optiens of every Optien Holder as shown in the register of option holders of KAZ at the Effective Date are
available to Telstra in such form as Telstra may reasonably require.

As from the Effective Date, all Option certificates for the Options will cease to have effect as documents of
title, and each entry on the register of option holders of KAZ at that date will cease to have any effect other
than as evidence of entitlement to the Option Scheme Consideration.

4.13 OPTION SCHEME CONSIDERATION

QOption Scheme Participants will receive cash per Option calculated in accordance with the offer prices in the last
column below:

Option type Number issued  Expiry date Strike price Cifer price
Employee Options issued on Float {tranche 2) 1,175,010 18/v4/ 2005 %0.166 %0.255
Employee Options issued on Float {tranche 3} 1,625,628 18/04/ 2006 %0.166 %0.265
Executive Options issued on Float {franche 2} 436,596 18/v4/2005 $0.166 $o.255
Executive Options issued on Fleat {tranche 3) 517,002 18/04 /2006 $0.166 $o.265
Ausdata Options FY 2001 45,000 o3f0g/ 2004 %0.570 %0.025
Ausdata Options FY 2002 30,000 oz/ogf2005 $o.570 $0.085
Birector/Employee Options {prospectus) BAD,000 0300/ 2004 $o.700 $o.010
Hon-Executive Director Options {prospectis) 1,800,000 69/63/2006 %0.166 $0.265
Change Management Acguisition Options {tranche 3} 2FF5E00 ot/16/2004 %0.166 %0.245
Change Management Acguisition Options {tranche 4) 277,500 o1/o4/2008 $0.166 $o.250
Change Management 2001 Incentive Options 240,000 o3/06/2004 $o.166 $o.241
Change Management 2002 incentive Options ZHO,000 16/08/ 2005 $0.770 $0.050
Change Manragement 2002 Incentive Replacement Options 240,000 1608/ 2005 %$0.167 $o.255
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4.14 RIGHT TO ACCESS AND COPY KAZ REGISTER OF OPTION HOLDERS

KAZ is required to keep an up-to-date register of option holders {under section tyo of the Corporations Act), which
contains details about all Option Holders and all issued Options. Option Holders are entitled fo inspect KAZ's
complete register of option holders without charge (under section 173 of the Corporations Act). KAZ Shareholders
may also access the register of option holders without charge. Other persons may access the register of option
hotders for a fee.

Anyone may request copies of the KAZ register of option holders in whole or part for a fee. KAZ will provide such
copies within 7 days of the request.
4.15 SUSPENSION OF TRADING OF KAZ SHARES

it is expected that suspension of trading on the ASX in KAZ Shares will occur from the close of trading on the date
on which KAZ notifies the ASX of the Court approval of the Schemes.

On the first Business Day after the Implementation Date, KAZ will apply for termination of the official quotation of
KAZ Shares on the ASX.

The termination of quotation of KAZ Shares on the ASX will occur on Tuesday 20 July 2004 in the ordinary course.

4.16 CANCELLATION OF OPTIONS

if the Schemes are implemented, all Options will be cancelled in accordance with the terms of the Option Scheme.
From the Effective Date, Options shall not be capable of being exercised, and KAZ will not accept for registration or
recognise for any purpose any transmission application or transfer in respect of Options received after the Effective
Date.

4.17 CREDITORS OF KAZ

The Schiemes, if implemented, will not matetially prejudice KAZ's ability to pay its creditors as they involve the
purchase of the KAZ Shares and cancellation of Options rather than KAZ's underlying assets. No material new
liability {other than transaction costs) is expected to be incurred by KAZ as a consequence of the implementation of
the Schemes.

4.18 INDEPENDENT EXPERT

The independent Expert, Deloitte Corporate Finance, has expressed the opinion that the Schemes are in the best
interest of KAZ Shareholders and Option Holders,

The independent Expert’s Report is set out n full in section 6 of this Information Memorandum.
You are enceuraged fo read this report in full.
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4.19 TAX IMPLICATIONS

Section 5 of this Information Memorandum contains information concerning the income tax consequences of the
Schemes for certain KAZ Shareholders and Option Holders. You are encouraged to read this section in full.

4.20 ACTIONS TO BE TAKEN BY KAZ SHAREHOLDERS AND OPTIONS HOLDERS

(a

(b)

(©)

(d)

(e)

KAZ Shareholders and Option Holders who wish fo vote (and who are entitled to attend and vote) at the
relevant Scheme Meeting may vote either in person or by proxy or attorney o, in the case of a corporation, by
an authorised corporate representative.

KAZ Shareholders and Option Holders who are entitled to attend and vote may attend and vote in person at
the relevant Scheme Meeting. The Ordinary Scheme Meeting will be held at 10:00am on Tuesday & july
2004, and the Option Scheme Meeting will be held at 10:1158m on Tuesday 6 July 2004 or immediately
following the close of the Ordinary Scheme Meeting.

KAZ Shareholders who wish to vote by proxy at the Ordinary Scheme Meeting must complete and sign the
enclosed blue personalised proxy form. The form must be received by the KAZ Share Registry by 1o:00am
Sunday 4 uly 2004.

Option Holders who wish to vote by proxy at the Option Scherne Meeting must complete and sign the
enclosed yellow persenalised proxy form. The form must be received by the KAZ Share Registry by 1o:00am
Sunday 4 iuly 2004.

The sending of a proxy form will not preclude any KAZ Shareholder or Option Holder from attending in person
and voting at the relevant Scheme Meeting at which that person is entitled to attend and vote in person.
However, voting in person by a KAZ Shareholder or Option Holder will preclude any proxy of that person from
being counted.

4.21 DIRECTORS AND DIRECTORS® RECOMMENDATIONS

The Directors of KAZ are:

MARLE OF HRECTOR POSITIN

Peter Kazacos Chief Executive Officer
Peter Housden Independent Director
Lyndsey Cattermole Non-Executive Director
Peter Draney Non-Executive Director
David Knox Executive Director
Michael 0'Sullivan Executive Director

Each of the Directors considers himself or herself to be independent of Telstra and each of the Divectors desires to
make and cansiders himself or herself justified in making a recommendation in relation to the Scheme.

Each of the Directors recommends that KAZ Shareholders and Option Holders vote, respectively, in favour of the
Ordinary Scheme and the Option Scheme in the absence of a superior offer.
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The reasons for each Director's recommendation are set out in section 2.2 of this information Memorandum.

4.22 HOW THE DIRECTORS INTEND TO VOTE

Each of the Directors intends to vote in favour of the Schemes in respect of the KAZ Shares and Options held by him
of her, or on his or het behalf {as set out in section 4.23 below).

£.23 HOLDINGS AND DEALINGS IN KAZ SHARES AND OPTIONS BY DIRECTORS

The number of KAZ Shares and Options held by or on behalf of each Director as at the date of this Information
Memorandum are as follows:

MAME OF MRECTOR HAE BHARES CIPTHNS CETION TYPE

Peter Kazacos 106,980,000 360,000 Director/Employee Options (prospectus)
52,560,000°

Peter Housden 106,000° Nit -

Lyndsey Cattermole 50,187,778 Nil -

Peter Draney 50,287,777 Nit e

David Knox 5,062,172 300,000 Director/Employee Options (prospecius)
92,449"

Michael O'Sullivan 28,849,250 90,000 Director/Employee Options {(prospectus)

Notes:

1. See section 4.13 for details about the Oplion types named in this table,

2. These are shares {a) held by family members of Peter Kazacos, over which Peter Kazacos has the power to exercise voting conirod, and (b) hedd in a
superannuation fund of which Petar Kazacos is a beneficiary.

3. These are shares held in a superannuation fund of which Peter Housden is a beneliciary,

4. These are shares held by family members and 2 related body corporate of Bavid Knox over which David Knox has the power 1o exercise voling control.

Except as described below, in the four months ending on the day immediately before the day on which this
information Memorandum was lodged for registration by ASIC, no Director has provided, or agreed to provide, or
has recelved or agreed to receive consideration for a KAZ Share or Option under a sale, purchase, or agreement for
sale ot purchase of KAZ Shares or Options.

On 16 April 2004, 609 KAZ Shares were issued under KAZ's dividend reinvestment plan to family members and a
related body corporate of David Knox, over which David Knox has the power to exercise voting confrol.
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On 6 April zoo4, Lyndsey Cattermole and Peter Draney each granted Telstra an option on identical terms to acquire
their respective holdings of KAZ Shiares. (The total KAZ Shares which are the subject of the option deeds is
100,475,555 of 12.13% (based on 828,039,925 KAZ Shares being on issue}. The key terms of the option deeds are
summarised below.

{Consideration) - If the option is exercised, Telstra will pay to Lyndsey Cattermole and Peter Draney the
same amount per KAZ Share as it pays to all other Ordinary Scheme Participants.

{Exercise Period) — The option can only be exercised by Telstra during a 2o business day period which
ends on the earlier of:

. the date 20 business days after the Ordinary Scheme Meeting or, if a shareholder meeting is not
convened by KAZ Group within 3 months after the date of the deed, the date that is 3 months after
the date of the deed;

. if a higher alternative proposal (which is a takeover bid) has been announced and that bid
becomes or is declared unconditional and the bidder has acquired a relevant interest in more than
50% of the KAZ Shares, the date that is the later of:

. one month after that higher alternative proposal was announced; and

. 10 business days after the later of the bidder announcing that: (A} it has relevant interests in
mote than 50% of the KAZ Shares, and {B} the takeover bid has become unconditional; and

. 30 September 2004.
At the end of the exercise period, the option will lapse.

{Scheme not approved and no alternative preposal) - If the Ordinary Scheme is not approved by KAZ
Shareholders or the Court, and no alternative proposal has been announced, the option will
immediately lapse.

(Effect of higher rival proposals) — Telstra may only exercise the option if a third party has announced a
higher alternative proposal and Telstra has subsequently announced a matching or higher proposal of
its own. In addition, in order for the option to be exercised, at least one of the following must have
happened:

. a third party has relevant interests in more than 50% of the KAZ Shares;

. the Ordinary Scheme has been approved by KAZ Shareholders ot Telstra has relevant interests in
maote than 50% of the KAZ Shares; and, if the Telstra proposal is subject ta any defeating
conditions {other than any cendition not waivable by Telstra or a condition the satisfaction or non-
satisfaction of which is within the power of KAZ}, Teistra waives, or announces an intention to
waive, the conditions;

. KAZ has agreed to sell the whole or a substantial part of its assets, business ot property ta a
person other than Telstra; or
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. KAZ has agreed to propose a capital reduction or shareholder holder approval resolution under
item 7 of section 611 of the Carporations Act which, if approved, would result in & person other
than Telstra having relevant interests in more than 50% of KAZ Shares.

. {(Voting) - Lyndsey Cattermole and Peter Draney remain free to vote their shares as they see fit.

Full copies of the option deeds were teleased to the ASX on 8 April 2004.

4.24 HOLDINGS AND DEALINGS IN TELSTRA SHARES BY DIRECTORS

QOther than as described below, no marketable securities of Telstra are held by or on behalf of the Directors.

WABLE OF MRECTOR TELETRA SHARES
Peter Kazacos 600
3,120°
Peter Housden 13,000°
Lyndsey Cattermole 46,080
Peter Draney 4,830
David Knox 1,000

Notes:
1. These are shares held in a superannuation fund of which Peter Kazacos is a beneficiary,
2. These are shares held in a superannuation fund of which Peter Housden is a beneficiary,

in the four months ending on the day immediately before the day on which this information Memorandum was
lodged for registration by ASIC, no Director has provided, or agreed to provide, or has received or agreed 1o receive
consideration for a Telstra Share under a sale, purchase, or agreement for sale or purchase of Telstra Shares.

4.25 PAYMENTS OR OTHER BENEFITS TO DIRECTORS, SECRETARIES OR EXECUTIVE OFFICERS

it is not proposed in connection with the Schemes that any payment or other benefit will be made or given to any
director, secretary ot executive officer of KAZ ar of any corporation related to KAZ as compensation for loss of, or as

consideration for or in connection with, his retirement from office as director, secretary or executive officer of KAZ or
any corporation related to KAZ.

4.26 AGREEMENTS OR ARRANGEMENTS WITH DIRECTORS

Thete are no other agreements or arrangements made between any Director and any other person in connection
with or conditionat upon the outcome of the Schemes.

4.27 INTERESTS HELD BY DIRECTORS IN CONTRACTS OF TELSTRA

Apart from normal retall arrangements, no Director has an interest in any contract entered into by Telstra.
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4.28 CAPITAL STRUCTURE OF KAZ
At the date of this information Memorandum KAZ has 828,039,925 ordinary shares and 7,738,236 options on issue.

KAZ will issue on or around 7 june 2004 approximately 400,000 KAZ Shares to patticipants in the KAZ Employee
Share Participation Plan in respect of a contribution period expiring on 1 june 2004. The precise number of KAZ
Shares to be issued will be calculated af the end of the contribution perlod. The Directors of KAZ have resoelved to
wind up the XKAZ Employee Share Participation Plan and there will be no further contribution periods under that plan
after 1 June zoo04.

4.29 KAZ'S EARNINGS GUIDANCE FOR 2004-200%

On 24 February 2004, KAZ announced its H1 FYo4 resuits as well as the following earnings guldance to the market
for the year ended 30 June zoo4 (FYo4) and the year ended 30 june 2005 {FYos).

Revenue 400 - 410
EBITDA 33-37
EBITDA (normalised) 42 - 46

Revenue growth in excess of 10%, with similar growth in EBITDA

Source: KAZ company results announcement, induding KAZ's results presentation, 24 February 2004

4.30 SPECIFIC ASSUMPTIONS IN RELATION TO KAZ'S EARNINGS GUIDANCE FOR FYos
Key assumnptions emploved in KAZ's FYos guidance are:

. Sales revenue growth of at least 10%; and

. EBITDA margins in 2005 to be at least maintained at levels expected in FYoy.

The Directors consider that these assumptions are reasonable, with the following relevant factors justifying these
assumptions:

. Revenue in H1 FYo4 grew 16% over the same period last year to approximately $215m, with growth coming
from both of KAZ's major business segments, KAZ Technology Services and KAZ Business Services. Compared
to the immediately preceding period {Hz FYos), revenue grew by $43m." KAZ's growth in revenues over these
periods is considered to be reflective both of the company’s positioning in these markets as well as market
improvement;

. The market outlook for KAZ is improving. It is relevant to note in this context that product revenues in H1 FYo4
grew by 41% year on year. The growth in product sales provides an early indicator of improvement in the IT

1: Note though that this comparison s considered o be [eas relevant that the year-on-year comparison to H1 FY03
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services market. In addition, custemer plans and intentions disclosed to KAZ appear consistent with an
improving market outlook;

Many of KAZ's contracts, particularly in the KAZ Business Services business segment, carry price indexation
provisions, which would be expected to provide growth in revenues for these contracts in line with broad
econotny wide price indices;

KAZ is expecting some growth in revenue to begin to flow in FYos from recently introduced products offerings;
and

KAZ is implementing measures to control costs se as to improve profitabitity. These include measures to
better cross-region resource management 5o as to maximise resource utitisation and measures o improve
project estimation and pricing.

4.31 GENERAL ASSUMPTIONS

The following general assumptions have also been adopted in preparing the KAZ forward earnings guidance for
FYo4 and FYos,

No significant adverse change, over and above that forecast, to economic conditions in the forthcoming 18
months in the geographic areas in which KAZ operates;

No unanticipated losses of any significant contracts or non-renewals of customer contracts coming up for
renewal over the forecast periods;

No material adverse change to the tax or other regulatory regimes relevant to the operations of KAZ will occur
prior to the end of the forecast periods, FYog and FYos;

No material change in the accounting policies adopted by KAZ s set out in KAZ's 2003 annual report or
applicable accounting standards will occur prior to the end of the forecast period;

No material sales of businesses or assets of KAZ, and no material investments in new projects, will occur prior
to the end of the forecast period;

There will be no impairment to the carrying value of non-current assets and no write-downs will be required,;

There will be no oss of key personnel and suitable qualified persennel will be available in the labour market
to meet KAZ's business requivernents; and

There will be no sighificant adverse change to the rate of growth experienced by KAZ in recent years in
salaries and wages costs.

4.32 IMPORTANT NOTES IN RELATION TO FORWARD EARNINGS GUIDANCE

Forecasts and projections, including KAZ's forward earnings guidance, are, by their nature, subject ta risis,
uncertainties, assumptions and unexpected events, many of which may be outside the control of KAZ and its

KAZ Group Limited | INFORMATION MEMORANDUM | Page 3




INFORMATION MEMORANDUM

directors. Also, events and circumstances often do not occur as anticipated and, therefore, actual events are likely
to differ from the forecasts and projections and the differences may be material. Accordingly, the directors of KAZ
cannat and do not guarantee the achievement of the earnings guidance set out in section 4.29 or any of the
elements thereof. Furthermore, the directors of KAZ assume no responsibility to update ar amend the earnings
guidance after the issue of this information Memorandum if the conditions underlying the earings guidance
change over time.

4.33 MATERIAL CHANGES IN THE FINANCIAL POSITION OF KAZ

The latest publishied financial statements of KAZ are the Financial Statements and Results for the half year ended 31
December 20073 that were teleased to the ASX on 24 February 2004.

To the knowledge of the Directors, there has not been a material change in the financial position of KAZ since 31
December 20073, except as disclosed in announcements to the ASX.

4.34 THE KAZ EXECUTIVE SHARE ACQUISITION PLAN

KAZ has an Executive Share Acquisition Plan under which it offers loans to certain executives and key members of
staff to acquire KAZ Shares. KAZ proposes, if the Schemes are approved by the Court, that in accordance with the
rules of the plan it will exercise its discretion at that time to wind up the plan with effect from the Effective Date.
The rules of the plan provide that on & winding up of the plan, participants are only liable to KAZ for moneys
outstanding under the loans to the extent of proceeds realised on a disposal of those KAZ Shares.

When the KAZ Shares are transferred o Telstra Services Solutions Holdings pursuant to the Ordinary Scheme, the
$0.40 per KAZ Share payable by Telstra in respect of shares purchased under the Executive Share Acquisition Plan
witl be paid to KAZ to be applied first in reducing the amount of any loan outstanding in respect of that Scheme
Participant, and then the excess, if any, will be paid to the Scheme Participant. If the amount of the loan

outstanding per KAZ Share is greater than $o.40 KAZ shall apply the whole of the $o.40 per KAZ Share to the loan
amount and the Scheme Participant will have no further liabitity to KAZ in respect of the loan amount.

4.35 REGULATORY RELIEF

ASIC has allowed KAZ to depart from complying with the requirements of paragraphs 1 and 3 of Schedule § Part 2 of
the Corporations Regulations in respect of the Option Scheme.

4.36 INTENTIONS

i the Schiemnes are implemented, it will be a matter for the directors of Telstra to formulate their intentions as to:
(a) the continuation of the business of KAZ;

(b} any major changes to the business of KAZ, including redeployment of fixed assets; and

{c}  the future employment of the present employees of KAZ.

The current intentions of Telstra, as communicated to KAZ, are set out in section 3 of this Information Memorandun.
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if the Schemes are not implemented, KAZ would continue as an independent entity and would continue to pursue
its operational and growth objectives and the creation of shareholder value.

4.37 CONSENT OF EXPERT

Deloitte Corporate Finance has consented to the inclusion of its report in section 6 of this information Memorandum
and to the references to its repart in this information Memorandum being made in the form and context in which
each such reference is included.

4.38 EXCLUSIVITY ARRANGEMENTS WiTH TELSTRA

(a

(b)

(©)

No shop

Under clause 12.2 of the Merger Implementation Agreement, KAZ is prohibited from (among other things)
directly or indirectly saliciting, inviting, facilifating, encouraging or inltiating any enquiries, negotiations or
discussions, or communicating any intention to do any of these things, with a view to obtaining any
expression of interest, offer or proposal from any person in relation to a competing proposal.

No talk and no due diligence
tnder clause 12.3 of the Merger Implementation Agreement, KAZ is prevented from {among other things)
negotiating with any person regarding a competing proposal.

Under clause 12.4 of the Merger Implementation Agreement, KAZ is prevented from {among other things)
soliciting, initiating or permitting any party {othert than Telstra) from undertaking due diligence investigations
on KAZ.

These provisions do not apply, however, in relation to a bona fide competing proposal where the KAZ Board
has obtained written advice from Queen's Counsel or Senior Counsel that compliance with these provisions
would involve a breach by the KAZ directors of their fiduciary or statutory duties.

Competing Proposal

For the purposes of this section 4.38, a competing proposal is an offer or proposal by a person other than
Telstra to acquire all or a substantizl part of the business of KAZ, to acquire 20% or more of the shares in KAZ
of in any of its subsidiaries, or to otherwise acquire control of or merge with KAZ,

4.39 COST REIMBURSEMENT

The Merger Iimplementation Agreement contains cost relmbursement arrangements. The cost reimbursement
provisions are set aut in full in clauses 13 to 15 of the Merger Implementation Agreement which is set out in section
7 of this Information Memorandum.

in summary, the Merger implementation Agreement provides for reimbursement by KAZ of Telstra’s costs in the
amount of $3,300,000 {plus any applicable GST) in certain chrcumstances. Those chrcumstances are as follows {each
of the following being a separate trigget):
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(@) atakeover bid, scheme or other proposal under which a person other than Telstra {or a related body
corporate} would acquire control of KAZ for a consideration superior (having regard to price, timing and
conditionality) to that offered by Telstra under the Qrdinary Scheme {Competing Bid) is announced or open for
acceptance and, at any time:

(i)  pursuant to that Competing Bid, the bidder acquires a relevant inferest in more than 50% of all
KAZ Shares; and
(i) the Competing Bid is free or becomes free from any defeating conditions; or

(b} a person other than Telstra (or a related body corporate} acquires, or agrees to acquire {whether or not that
agreement is conditional} the whole or a substantial part of KAZ’s assets, business or property; ot

{c} the Directors {or any one ot more of them) fails fo make, or withdraws, a recommendation to Scheme
Participants in favour of the Schemes except in circumstances whete an independent expert's report is
comnissioned by KAZ and that report fails to conclude that the transaction is in the best interest of KAZ
Shareholders; or

{d) the Directers {or any one or more of them) endorses or otherwise supports a preposal or offer to acquive the
shares of KAZ {whether by way of takeover bid, scheme of arrangement or otherwise) of to acquire the whole
of a substantial part of KAZ's assets, business ot property, made by a person other than Telstra; of

{e) Telstra terminates the Merger Implementation Agreement under clause 10.1{b) because KAZ is in material
breach of that agreement, provided that the prevention of that breach was within the control of KAZ.

No reimbursement amount is payable if the Merger Implementation Agreement is terminated for some other reason.
The reimbursement amount is not payable by KAZ to the extent that the reimbursement is unlawfut.

KAZ also has a reciprocal arrangement for the teimbursement of its costs up to a maximum of $3,300,000, payable
by Telstra where KAZ terminates the Merger Implementation Agreement for material breach by Telstra, provided the
prevention of that breach was within the control of Teistra. See clause 15 of the Merger Implementation Agreement
{set out in section 7 of this Information Memorandum} for further details.

4.0 NO UNACCEPTABLE CIRCUMSTANCES

The Directors of KAZ do not believe that the Transaction involves any cdrcumstances in relation to the affairs of KAZ
that could be reasonably be characterised as constituting “unacceptable cdrecumstances” for the purposes of section
657A of the Corporations Act.

4.41 OTHER MATERIAL INFORMATION

QOther than as contained in this Information Memoerandurm, there is no information material to the making of a
decision in relation to the Schemes (being information that is within the knowledge of any Director of KAZ or a
related company) that has not previcusly been disclosed to KAZ Shareholders or Option Helders.
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6. Tax implications

5.1 INTRODUCTION

The following is a general description, based on Australian law in effect as at the date of this Information
Memorandum, of the Australian taxation consequences to you if the Schemes ate implemented. The description is
only relevant to those KAZ Shareholders and Option Holders that hold their KAZ Shares and Options on capital
account for the purposes of investment; others should consult thelr advisers concerning the taxation consequences
of their particular circumstances.

The following discussion is of a general nature only and does not consider the position of particular KAZ
Shareholders or Option Holders. You should consult your own tax adviser about the tax consequences that will
apply to your individual dreumstances if the Schemes are implemented. KAZ Shareholders or Qption Holders that
are not resident in Australia for tax purposes will need fo consult thelr tax advisers in the jurisdiction in which they
are resident for tax purposes concerning the tax consequences in that jurisdiction if the Schemes are implemented.

5.2 TAXATION CONSEQUENCES IF THE ORDINARY SCHEME IS IMPLEMENTED
if you received your KAZ Shares under a Share Plan please refer to section 5.3 below,

(a) KAZ Shareholders that are tax resident in Australia
if the Ordinary Scheme is implemented, you will receive a cash payment from Telstra of $o.40 for each KAZ
Share held by you at the Record Date. if the cash payment you receive exceeds your cost base in your KAZ
Shares for capital gains tax {CGT) purposes, you will realise a capital gain equal to the difference. Your cost
base will generally be the amount you paid to acquire your KAZ Shares (including any incidental costs and
less certain tax free amounts you may have received in relation to your KAZ Shares since you acquived them).
i the Ordinary Scheme is implemented and the cash payment you receive Is less than the reduced cost base
of your KAZ Shares you will realise a capital loss. Capital losses can only be offset against capital gains
realised by you in the same year of income or In subsequent years of income. Your reduced cost base will
generally be the amount you paid to acquire your KAZ shares.

Where you have held your KAZ Shares for at least 12 months prior to your KAZ Shares being transferred to
Telstra Services Solutions Holdings, you will be entitled to reduce the taxable capital gain realised by you by
50% {for individuals holding KAZ Shares divectly, or indirectly through a trust} or 33 1/3% {for complying
stuperannuation funds). This is referred to as the CGT discount. The CGT discount will not be available
however where KAZ Shares ate disposed of by a company.

Alternatively, if you acqtutired your KAZ Shares before 11:45am on 21 September 1999, you can choose {o be
taxed on 100% of your capital gain calculated by reference to your indexed cost base {ie your cost base
increased for inflation, but only up to 30 September 1999}, if that method produces a lower taxable capital
gain for you.
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(b)

(©)

5.3

(a

KAZ Shareholders that are not tax resident in Australia

if the Ordinary Scheme is implemented and you are not tax resident in Australia, you will only be subject to
Australian CGT in respect of any capital gain realised by you if you, together with any of your associates,
beneficially owned at least 10% (by value) of the issued KAZ Shares at any time during the 5 years preceding
the time when your KAZ Shares are transferred to Telstra Services Solutions Holdings. Even if this was the
case, you may be able to claim relief from Australian taxation under a double tax treaty {if applicable).

H you are an individuat or trust subject to Australian tax as a result of the Ordinary Schieme being
implemented, you can claim the CGT discount if you have held your KAZ Shares for at least 12 months prior to
your KAZ Shares being transferred to Telstra Services Solutions Holdings, as discussed under

section 5.2{a) above.

Pre-CGT KAZ Shares

Capital gains or capital losses made on the disposal of an asset are normally disregarded if you acguired the
asset before 2o September 1085 {ie pre-CGT assets). However, where you own pre-CGT shares in a company
{that has not been listed for quotation in the official list of a stock exchange at all times in the period of 5
years before the disposal of those shares} and, just before the disposal of those shares either:

. the market value of the property of the company (which is not i#ts trading stock) that was acquired on or
after 20 September 1685; or

. the market value of interests the company owned through interposed companies or trusts in property
{except trading stock) that was acquired on or after 20 September 198s5;

is at least 75% of the net value of the company, then the disposal of those shares will give rise to a
capital gain.

The amount of that capital gain will be eqgual to that part of the consideration from the disposat of the shares
that is reasonably attributable to the amount by which the market value of the property acquired on or after
20 September 1985 exceeds the sum of the cost bases of that property.

if you acquired your KAZ Shares before 20 September 1985, KAZ will advise you of whether you will realise a
capital gain in respect of the disposal of your pre-CGT shares and the amount of that gain.

TAXATION CONSEQUENCES FOR KAZ SHAREHOLDERS WHO ACQUIRED THEIR KAZ SHARES UNDER
SHARE PLANS AND TAXATION CONSEQUENCES FOR OPTION HOLDERS

KAZ Shares acquired under the KAZ Group Limited Executive Share Acquisition Plan

if you acquired your KAZ Shares under the KAZ Group Limnited Executive Share Acquisition Plan, see section

5.2 ahove for a general description of the taxation consequences to you i the Ordinary Scheme is
implemented. See also the comments below.
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if you acquired your KAZ Shares in parcels at different points in time and at various prices, you will need to
calculate your capital gain or capital loss separately for each parcel. in particular, your cost base in each KAZ
Share will be the price that you paid for the share. This means that, depending upon the price that you paid
for your KAZ Shares, you might realise a capital gain on the disposal of some of the shares and realise a
capital loss on others.

Any capital gains that you realise on the disposal of any of your KAZ Shares may be offset by available capital
losses, including capital losses arising from thie disposal of your other KAZ Shares, and any capital losses
carried forward from prior years from the sale of other assets.

The amount of any capital gains remaining after the application of available capital losses may then be
reduced by the CGT discount to the extent to which the remaining capital gains arise from KAZ Shares that you
have held for at least 12 months prior to thekr transfer to Telstra Services Solutions Holdings. The date of
acquisition of each parcel of KAZ Shares will therefore be relevant for working out your entitlement to the CGT
discount. Howevet, the CGT discount is not available to companies.

You should also be aware that, if you have a balance outstanding on any loan that you received under this
Share Plan (after applying your cash payment from Telstra in repayment of the loans), the Commissioner of
Taxation might require the cost base of your KAZ Shares to be reduced by the amount outstanding on the
loan, on the basis that the outstanding balance is not recovered by KAZ from you.

KAZ Shares acquired under the KAZ Group Limited Employee Share Participation Plan

iy Current employees
i you are a current employee and acquired KAZ Shares under this Share Plan, the taxation
consequences to you if the Ordinary Scheme is implemented depend on whether you elected to be
taxed on those KAZ Shares in the year in which you acquired them.

(A) i you elected to be taxed in the year of acquisition

See section 5.2 above for a general description of the taxation consequences to you if the Ordinary
Scheme is implemented. Section 5.2 should be read subject to the comments below.

For the purpese of calculating the amount of any capital gain or capital loss realised by you from
the disposal of your KAZ Shares to Telstra, the cost base of your KAZ Shares will include the
‘market value' of the KAZ Shares, as calculated under the tax legislation, at the time that you
acquired them. This would equal the amount on which you were taxed at that time.

(B) i you did not elect to be taxed in the year of acquisition
The full amount of the cash payment that you receive from Telstra {that is, $0.40 per KAZ Share)

must be included in your assessable income. No CGT consequences will arise to you from the
disposal of your KAZ Shares to Telstra Services Solutions Holdings.
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(i)

Former employees

if you are a former employee and acquired your KAZ Shares under this Share Plan, the taxation
consequences to you if the Ordinary Scheme is implemented depend on whether you elected to be
taxed on your KAZ Shares in the year in which you acquired them,

(A) i you elected to be taxed in the year of acquisition

See section 5.2 above for a general description of the taxation consequences to you if the Ordinary
Scheme is implemented. Section 5.2 should be read subject to the comments below.

For the purpose of calculating the amount of any capital gain or capital loss realised by you from
the disposal of your KAZ Shares to Telstra Services Solutions Holdings, the cost base of your KAZ
Shares will include the 'market value' of the KAZ Shares, as calculated under the tax legislation, at
the time that you acguired them. This would equal the amount on which you were taxed at

that time.

(B) i you did not elect to be taxed in the year of acquisition

(1) ifthe disposal of your KAZ Shares under the Ordinary Scheme occurs within 30 days after
your employment ceased

The full amount of the cash payment that you receive from Telstra must be included in your
assessable income. No CGT consequences will arise to you from the disposal of your KAZ
Shares o Telstra Services Solutions Holdings.

{2} Hthe disposal of your KAZ Shares under the Ordinary Scheme does not occur within 30 days
after your employment ceased

See section 5.2 above for a general description of the taxation conseguences to you if the
Ordinary Scheme is implemented. Section 5.2 should be read subject to the
comiments below.

For the purpose of calculating the amount of any capital gain or capital loss realised by you
from the disposal of your KAZ Shares to Telstra Services Solutions Heldings, the cost base of
your KAZ Shares will include the ‘'market value' of the KAZ Shares, as calculated under the
tax legislation, at the time that your employment ceased. This would equal the amount on
which you were taxed at that time.

{c} Taxation consequences for Option Holders

()

Current employees

Subject to section 5.3{c)(ii) below, if you are a current employee, the taxation consequences to you if
the Option Scheme is implemented depend on whether you elected to be taxed on your Options in the
year in which you acquired them.
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A

(8)

if you elected to be taxed in the year of acquisition

The cancellation of your Options will be freated as a disposal of your Options for CGT purposes.
The amount of any capital gain or capital loss that you make will be calculated by reference to the
cash payment that you receive from Telstra for the cancellation of your Options less the cost base
of the Options.

The cost base of your Options will include the 'market value' of the Options, as calculated under
the tax legislation, at the time that you acguired them. This would equal the amount on which you
were taxed at that time.

i you hiave hield your Options for at least 12 months prior to their cancellation, the amount of any
realised capital gains (after the application of avaitable capital losses) can be reduced by the CGT
discount. However, the CGT discount is not available to companies.

if you did not elect to be taxed in the year of acquisition

The full amount of the cash payment that you receive from Telstra must be included in your
assessable income. No CGT consequences will arise to you from the cancellation of your Options.

Former employees

Subject to section 5.3{c)(iil) below, if you are a former employee, the taxation consequences to you if the
Option Scheme is implemented depend on whether you elected to be taxed on your Options in the year
in which you acquired them.

&)

(8)

if you elected to be taxed in the year of acquisition

The cancellation of your Options will be freated as a disposal of your Options for CGT purposes.
The amount of any capital gain or capital loss that you make will be calculated by reference to the
cash payment that you receive from Telstra for the cancellation of your Options less the cost base
of the Options.

The cost base of your Options will include the 'market value' of the Options, as calculated under
the tax legislation, at the time that you acguired them. This would equat the amount on which you
were taxed at that time.

if you have held your Options for at least 12 months prior to their cancellation, the amount of any
realised capital gains (after the application of avaitable capital losses) can be reduced by the CGT
discount. However, the CGT discount is not available to companies.

if you did not elect to be taxed in the year of acquisition

(1) Hthe cancellation of your Options under the Option Scheme occurs within 30 days after your
employment ¢eased
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The fult amount of the cash payment that you receive from Telstra must be included in your
assessable income. No CGT consequences will arise to you from the cancellation of
your Options.

{2z} fthe disposal of your Options under the Option Scheme does not occur within 3o days after
your employment ceased

The cancellation of your Options will be treated as a disposal of your Options for CGT
purposes. The amount of any capital gain or capital loss that you make will be calculated by
reference to the cash payment that you receive from Telstra for the cancellation of your
Options less the cost base of the Options.

The cost base of your Options will include the ‘market value' of the Options, as calculated
under the tax legislation, at the time that your employment ceased. This would equal the
amount on which you were taxed at that time.

i you have held your Options for at least 12 months prior to thelr cancellation, the amount of
any reatised capital gains (after the application of available capital losses) can be reduced by
the CGT discount. However, the CGT discount is not available to companies.

(fi) Option Holders with more than 5% interest in KAZ Shares or more than 5% voting rights

The commentary above does not apply to you if, immediately after you acquired your Options, you held
a legal or beneficial interest in more than 5% of KAZ Shares or, immediately after you acquired your
Options, you were in a position to cast or confrol the casting of more than 5% of the maximum number
of votes that might be cast at a general meeting of KAZ. In these circumstances, you will have
automatically been taxed in the year of acquisition.

The cancellation of your Options will be treated as a disposal of your Options for CGT purposes.

The amount of any capital gain or capital loss that you make will be calculated by reference to the cash
paytent that you receive from Telstra for the cancellation of your Options less the cost base of

the Options.

The cost base of your Options will include the 'market value' of the Options, as calculated under the tax
legislation, at the time that you acquired them. This would equal the amount on which you were taxed
at that time.

if you have held your Options for at least 12 months prior to their cancellation, the amount of any
realised capital gains (after the application of available capital losses) can be reduced by the CGT
discount. However, the CGT discount s not available to companies.

5.4 STAMP DUTY AND GOODS AND SERVICES TAX

No stamp duty or goods and services tax will be payable by you as a result of the Ordinary Scheme or the Option
Scheme being implemented.
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7 May 2004

The Directors

KAZ Group Limited
Level 10

50 Goulbun Street
SYDNEY NSW 2000

Dear Directors

Proposed Schemes of Arrangement

1. INTRODUCTION

QOn 7 April 2004, Telstra Corporation Limited (“Telstra”} and KAZ Group Limited (“KAZ"™) announced that they had
entered into a Merger Implementation Agteement (*MIA”) under which Telstra will acquire all of the fully paid
ordinary shares in KAZ to which it is not already entitled for $0.40 per share in cash by way of a scheme of
arrangement {the “Share Scheme”).

tinder the proposal, KAZ will also enter into a separate scheme of arrangement with its Optionholders (the “Option
Scheme™) which will resuit in all the options being cancelled for consideration ranging between $0.010 and $0.265
per aption, without any obligation to first pay the exercise price.

The “Share Scheme” and the “Option Scheme” are jointly referred to as the “Proposed Schemes”. The detailed
terms of the Proposed Schemes ate set out in the Information Memorandum and an overview of the Proposed
Schemes is provided in Section 1 of our detalted report.

2. PURPOSE OF THE REPORT

Notwithstanding that an independent expert's repott is not required pursuant to the Corporations Act 2001, you
have requested that we prepare an independent expert’s report advising whether, in our opinion:

. the Share Scheme is in the best interest of KAZ Shareholders as a whole

. the Option Scheme is in the best interest of KAZ Optienholders as a whole

This report is to be included in the information Memorandum, to be sent to Shareholders and Optionholders, and

has been prepared for the exclusive purpase of assisting Shareholders and Optionholders in their consideration of
the Proposed Schemes. The report should not be used for any other purpose.
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3. BASIS OF EVALUATION

in order to assess whether the Proposed Schemes are in the best interest of Sharehiolders and Optionholders as a

whole, we have had regard fo the fairness and reasonableness of the Proposed Schemes, namely:

. assessed whether the Share Scheme is fair by estimating the fair market value of an ordinary KAZ share and
comparing that value to the estimated fair rharket value of the consideration to be received by Shareholders
pursuant to the Share Scheme

. assessed whether the Option Scheme is fair by estimating the fair market value of a KAZ option and
comparing that value to the estimated fair market value of the consideration to be received by Optionholders
pursuant to the Option Scheme

. assessed the reasonableness of the Proposed Schemes by considering other advantages and disadvantages
of the Proposed Schemes to Shareholders and Optienholders

4. SUMMARY AND CONCLUSION
in our opinion, in the absence of a higher offer:
. the Share Scheme is fair and reasonable and it is therefore in the best interest of the Shareholders as a whole
. the Option Scheme is fair and reasonable and # is therefore in the best interest of the Optionholders as
a whole

We have based this opinion on the analysis contained in our repott which is summatised below.
5. SHARE SCHEME
The Share Scheme is fair

Set out in the table below is a comparison of our assessment of the fair market value of a KAZ share with the
consideration offered by Telstra.

EVALLATION OF FAIRNESE

FEIE 5 MG %
Estimated fair market value of a KAZ share (section é.5) 0.37 0.43
Consideration offered .40 .40

The consideration offered by Telstra is within the range of our estimate of the fair market value of a KAZ share.
Accordingly it is our opinion that the Share Scheme is fair.

Valuation of a KAZ share

We have estimated the fair marlet value of a KAZ share using the capitatisation of maintainable earnings method,
which estimates the value of KAZ by capitalising its maintainable earnings with an appropriate earnings multiple.
We have also considered the reasonableness of this value by reference to recent trading in KAZ shares,

We have selected earnings before interest, tax, depreciation and amortisation (*EBITDA") as an appropriate
measure of earnings for KAZ because eamings multiples based on EBITDA are less sensitive to different financing
structures, depreciation and amortisation accounting policies and effective tax rates than multiples based on
earnings before interest and tax (“EBIT”} or net profit after tax (“NPAT"}. In particular, KAZ has significant tevels of
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goodwill amortisation which make EBITDA a more appropriate valuation measure than EBIT or NPAT.

We have estimated KAZ's maintainable level of EBITDA to be $49.0 million, based on management’s earnings
guidance range for the financial year ending 30 June 2004, their publicly announced statement that zoos financial
year earnings should exhibit growth in excess of 10% and after taking into account KAZ's current prospects and
historical performance. We have applied an earnings muitiple of 5.0 to 5.5 (on a minerity interest basis) based on
an analysis of listed companies and previous mergers and acquisitions in the computer services industry and added
a premium for control in the range of 25% to 30%. The fair market value of KAZ using this method was $309.1
million to $353.3 million which equates to $0.37 to $0.43 cents per KAZ share. This valuation range was supported
by our analysis of recent trading in KAZ shares.

The Share Scheme is reasonable

We have formed our opinion on the reasonableness of the Share Scheme based on an analysis of the likely
advantages and disadvantages to Shareholders of accepting the Shate Scheme.

ADVANTAGES OF THE SHARE SCHEME

. Shareholders are able to dispose of their KAZ shares for cash consideration which significantly exceeds the
recent trading range on the ASX for KAZ shares. The opportunity to realise this value may not be otherwise
available for some time in the absence of the Share Scherme offer or an alternative offer

. the KAZ share price has risen significantly since the announcement of the Proposed Schemes. Should the
Share Scheme not be approved there is a risk that the KAZ share price will fall below the offer price

. the major Shareholders (representing more than 41% of KAZ shares on issue) have already indicated their
intention to vote in favour of the Share Scheme which implies they are a seller of KAZ shares at that price.
Accordingly, if the Share Scheme does not proceed, it is possible that the market may perceive an overhang in
KAZ shares which will act to depress its share price

. stock market prices for companies in the information technology (*iT”) sector, both globally and in Australia,
are highly volatile, with market sentiment being generally negative towards the sector since the collapse In
share prices following the bursting of the “internet bubble” in 2001. Whilst there has been a significant
improvement in market sentiment towards the IT sector over the past 12 months it is likely that volatility of
shares within the sector will continue to be relatively high. if the Share Scheme does not proceed, KAZ
Shareholders would be impacted by any further volatility in shares prices of companies in the IT sector

. in the public announcement of the deal on 7 April 2004, Telstra identified expected net synergies of $17
million EBITDA in FY2007. Whilst these synergy benefits will not flow to KAZ Shareholders and Optionholders,
if the Proposed Schemes are approved, they indicate that KAZ has special value to Telstra which may not be
available to other purchasers. Accordingly, the offer made by Telstra may incorporate an element of
special value

DISADVANTAGES OF THE SHARE SCHEME

. KAZ Shareholders will no longer cellectively control KAZ or hold a direct interest in the company and
accordingly will not participate in the future growth of KAZ to the extent that it may generate a future value
above the Share Scheme offer price. In particular, there are potential upsides associated with the
develapment of new software applications such as Atune as well as the potential to win major new contracts
which might enhance the value of a KAZ share over time. However, we have reflected our view on the
opportunities and risks associated with these opportunities at the current time in our assessment of the
market vaiue of a KAZ share
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. electing to accept the offer pursuant to the Share Scheme may crystallise tax liabilities for individual
Shareholders. The tax implications of the Proposed Schemes to KAZ Shareholders are outlined in the

information Memotandum. KAZ Sharehoiders should consult their tax adviser regarding their

personal circumstances

. the offer may not represent an attractive price for Shareholders who believe that adverse factors impacting
current market value may be short term in nature and that KAZ has a higher intrinsic value in the longer term if

its upside potential can be captured

We consider the advantages of the Share Scheme proceeding outweigh the disadvantages. Accordingly, we have

concluded that the Share Scheme is reasonable.

6. OPTION SCHEME

The Option Scheme is fair

Set out in the table below is a comparison of cur assessment of the fair market valies of the KAZ options with the
consideration offered by Telstra. We have valued each optien utilising the Black-Scholes eption pricing model and
applied a discount for the lack of marketability of the options where appropriate. The table below summarises our

valuation conclusions in respect of the Option Schemne. It is our epinion that the Option Scheme is fair to

QOptionholders as a whole.

Valuzidion of KAZ oplions

18 Apr 2005 0.166 1,175,010
18 Apr 2006 0.166 1,625,628
18 Apr 2005 0.166 430,696
18 Apr 2006 $.166 517,002
03 Sep 2004 0.570 45,000
02 Sep 2005 0.570 30,000
03 Sep 2004 0.790 840,000
09 Mar 2006 0.166 1,800,000
01 Oct 2004 $.166 277,500
01 Apr 2005 0.166 277,500
03 Sep 2004 $.166 240,000
16 Aug 2005 8.770 240,000
16 Aug 2005 0.167 240,000
............ TTIR

0.165
0.169
0.165
0.169
0.007
0.039
0.001
0.169
0.184
0.165
0.184
0.019
0.166

0.188
0.193
0.188
0.193
0.009
0.045
4.0
0.193
0.187
0.188
0.187
0.022
0.189

0.255
0.265
0.255
0.265
0.025
£.085
$.010
0.265
0.245
0.250
0.245
0.050
0.255

54.7%
56.7%
54.7%
56.7%
237.5%
117.4%
1,186.4%
57.1%
49.7%
51.8%
49.7%
162.9%
54.0%

35.3%
37.1%
35.3%
37.1%
195.3%
90.3%
1,025.6%
37.5%
31.0%
32.8%
31.0%
130.0%
34.8%
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The Option Scheme is reasonable

We have formed our opinion on the reasonableness of the Option Scheme based on an analysis of the tikely
advantages and disadvantages to Optionholders of accepting the Option Scheme.

ADVANTAGES OF THE OPTION SCHEME

. Optionholders will be able to dispose of their options. As the optians are neither listed on a stock exchange
nor assignable/tradeable, holders of aptions have limited opportunities to dispose of their options.
Acceptance of the Option Scheme allows Optionhiolders to dispose of their options for cash consideration

. Optienholders will not need to pay the exercise price prior to being able to realise value for their options

. the Option Scheme provides certainty of value to be realised by the Optionholders and a premium above the
assessed value per option

DISADVANTAGES OF THE OPTION SCHEME

. Optionholders will no longer have the opportunity to participate in any potential increase in KAZ's share price
over and above the implied premium for each series of options

. the Option Scheme may crystallise incorne tax liabHities for individual Optionhelders

in our opinion the Optien Scheme is reasonable.

OTHER CONSIDERATIONS

The Proposed Schemes were announced on 7 April 2004. The directors of KAZ have confirmed that there have not
been any alternative offers since this date and that they are not aware of any alternative offers that may be
forthcoming.

i a superior alternative offer emerges prior to the meeting to approve the Proposed Schemes, KAZ Shareholders
and Optionholders will be able to vote against the Proposed Schemes.

An individual Shareholder or Optionhelder’s decision in relation to the Praposed Schemes may be influenced by his
or her particular circurmnstances. We have considered the Proposed Schemes for Shareholders and Optionholders as
a whole. We have not considered the effect of the Proposed Schemes on the particular circumstances of individual
Shareholders and Optionholders nor have we considered their individual objectives, financial situation or needs.
Due to their particular circumstances, individual Shareholders and Optionholders may place different emphasis on
various aspects of the Proposed Schiemes from the one adopted in this report. Accordingly, individuals may reach
different conclusions as to whether the Proposed Schemes are in their best interest. If in doubt Shareholders or
QOptionholders should consult an independent adviser.

This opinion should be read in conjunction with our detailed report which sets out cur scope and findings. Please
note all amounts stated in this report are in Australian dollars unless otherwise stated.

Yours faithfully

-3

i R

M| Pittorino
Director
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1 The Proposed Schemes

1.1 BACKGROUND

On 6 April 2004, KAZ entered into a Merger Implermnentation Agreement with Telstra that would result in Telstra
acquiring all the issued shares in KAZ and the cancellation of all KAZ options by way of the Proposed Schemes. The
Proposed Schemes require approval by the KAZ Shareholders, KAZ Optionholders and the Court. Details of the
Proposed Schemes are set out in the Information Memorandum.

1.2 OVERVIEW OF THE SHARE SCHEME

The Share Scheme provides for the acquisition by Telstra of all of the issued shares in KAZ. The key terms of the

Share Scheme are sumnmatrised as follows:

. the consideration offered to acquire each KAZ shiare is $0.40 cash, which is payable by Telstra six business
days after the Court approves the Share Scheme

. the Share Scheme will need fo he approved at a meeting of KAZ Shareholders. Approval of the Share Scheme
requires mare than 50% of KAZ Shareholders who vote at the meeting, in person of by proxy, to vote in favour
of the proposed resolutions. The KAZ Shareholders voting in favour must also hold at teast 75% of the shares
voted at the Share Scheme meeting

. implementation of the Share Scheme is stibject to approval by the Court

. the Share Scheme is not dependent on the Option Scheme and, if approved, will proceed regardless of
whiether the Option Scheme is approved

1.3 OVERVIEW OF THE OPTION SCHEME

KAZ and Telstra have agreed to execute the necessary documents to give effect to the Option Scheme. The key

terms of the Option Scheme are summarised as follows:

. the Option Scheme will result in all the options on issue being cancelled

. the consideration offered for the delivery of and canceliation of the options ranges from $o.01 to $0.26 per
option without any obligation to first pay the exercise price, as set out in the Information Memorandum and is
payable in cash six business days after the Court approves the Option Scheme

. the Option Scheme will need to be approved at a meeting of KAZ Optionholders. Approval of the Option
Scheme requires more than 50% of KAZ Optienholders who vote at the meeting, in person or by proxy, to vote
in favour of the proposed tesolutions. The KAZ Optionholders voting in favour must also hold at least 75% of
the tatal nurnber of contingent debts and claims voted at the Option Scheme meeting

. implementation of the Option Scheme is subject to approval of the Share Schermne by KAZ Shareholders and by
the Court. The Option Scheme is also conditional on the Share Scheme proceeding. If the Share Scheme is
not approved, the Option Scheme will not proceed even if it is approved by Optionholders

1.4 CONDITIONS OF THE PROPOSED SCHEMES

The principal conditions of the Proposed Schemes outlined in the Information Memorandum include:

. the Share Scheme is approved by the required majority of KAZ Shareholders at the Share Scheme meeting
. obtaining any necessary regulatory consents

. no material adverse change to XKAZ’s financial position

. no material disposals or acquisitions are made by KAZ

. no competing proposals are solicited by KAZ’s Board

. no breach of the representations and warranties provided by Telstra and KAZ

. no court or other restraining orders preventing the consummation of the Proposed Schemes

. no material disruption or material adverse change in the capital market conditions

For full details of the conditions of the Proposed Schemes, please refer to the Information Memorandum.
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2 Scope of the report

2.1 PURPOSE OF THE REPORT

Deloitte Corporate Finance has been appointed by the directors of KAZ as an independent expert to express an
opinion as to whether or not the Proposed Schemes are in the best interest of the KAZ Shareholders and
Qptionholders,

Section 411 of the Corporations Act 2001 (“Section 4117) regulates schemes of arrangement between a company

and its members. Part 3 of Schiedule § of the Corporations Regulations 2001 (Cwith) prescribes the information to

be provided to Shareholders and Optienholders in relation to schemes of arrangement. These provisions require

the preparation of a report by an independent expert stating whether or not, in the expert’s epinion, the Proposed

Schemes are in the best interest of members of the company subject to the scheme where either:

. the corporation which is the other party to the scheme (Telstra} has a director in common with the company
which is the subject of the scheme {KAZ)

. the corporation which is the other party to the scheme is entitled to more than 30% of the voting shares in the
company which is the subject of the stheme

As Telstra does not have any directors in common with KAZ and does not have more than 30% of the voting shares
in KAZ there is no legal requirement for an independent expert’s report in respect of the Proposed Schemes.
However, directors of KAZ have requested us to prepare an independent expert’s repatt on the Proposed Schemes,
as if it was required under Part 3 of Schedule 8 of the Corporations Regulations 2001 {Cwith), in order to assist
Shareholders and Optionholders in theilr consideration of the Proposed Schemes.

This report is to be included in the Information Memorandum to be sent to Sharehelders and Optionholders and
has been prepared exclusively for the purpose of assisting Shareholders and Optionhiolders in their consideration
of the Proposed Schemes. This report may not be used for any other purpose.

2.2 BASIS OF EVALUATION

There is no statutory or regulatory definition of the expression “in the best interest”. Schemes of arrangement
regulated by Section 411 can include many different types of transactions and the basis of evaluation selected by
the expert must be appropriate to the nature of the specific transaction. The Interpretation of “in the best interest”
is a matter of judgment for the expert having regard to the guidance and alternatives available.

in this case the Proposed Schemes have the same effect as 2 takeover offer for KAZ. Section 640 of the

Corporations Act 2001 ("Section 640") requires an independent expert’s report in connection with a takeover offer

to state whiether, in the expert’s opinion, the takeover offer is fair and reasonable. ASIC Policy Statement 75, which

is directed primarily towards reports prepared under Section 640, implies that i the Proposed Schemes are fair and

reasonable they will be in the best interest of Shareholders and Optionholders. Under ASIC Policy Statement 75, an

offer is:

. fair, when the value of the consideration is equal to or greater than the value of the securities subject to the
scheme. The comparison must be made assuming 100% ownership of the target company

. reasonahle, if it is fair, or despite not being fair, after considering other significant factors, Shareholders
should accept the offer under the scheme in the absence of any higher bids

in interpreting the meaning of “in the best interest” we have considered ASIC Policy Statement 75, Practice Note 43

and common market practice. To assess whether the Proposed Schemes are in the best interest of Shareholders

and Optienholders, we have adopted the test of whether the Proposed Schemes are either fair and reasonable, or

not fair but reasonable, as set out in ASIC Policy Statement 75.
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2.3 SHAREHOLDERS/OPTIONHOLDERS AS A WHOLE

We have evaluated the Proposed Schemes for Shareholders as a whole and Optionhiclders as a whole. We have not
considered the effect of the Proposed Schiemes on the particular circumstances of individual Shareholders and
QOptionholders. Due to thelr particular circumstances, individual Shareholders and Optionholders may place a
different emphasis on various aspects of the Proposed Schemes from the one adopted in this report. Accordingly,
individuals may reach different conclusions on whether the Proposed Schemes are in their best interest.

2.4 DEFINITION OF VALUE

For the purpose of our opinion, fair market value is defined as the price at which the shares would change hands
between a knowledgeable willing buyer and a knowledgeable willing seller, neither being under a compuision to
buy or sell and both having reasonable knowledge of relevant facts.

Fair market value, as defined above, is a concept of value, which may or may not equal the “purchase/sale price”
that could be obtained if the shares or options were sold to a special purchaser in an actual transaction in the open
market. Spedal purchasers may be willing to pay higher prices to gain control, to reduce or eliminate competition,
to ensure a source of material supply or sales, or to achieve cost savings or other synergies arising on business
combinations, which could be enjoyed by the purchaser. Our valuation is not premised on the existence of a special
purchaser.

2.5 LIMITATIONS AND RELIANCE ON INFORMATION

The opinion of Deloitte Corporate Finance is based on economic, market and other conditions prevailing at the date
of this report. Such cenditions can change significantly over relatively short periods of time. This report should be
read in conjunction with the declarations outlined in Appendix 5.

Qur procedures and enquiries do not include verification work nor constitute an audit in accordance with Australian
Auditing Standards (“AUS™), nor do they constitute a review in accordance with AUS go2 applicable to review
engagements.

3 Computer services industry

3.1 STRUCTURE OF iINDUSTRY

The computer services industry consists of a wide variety of firms operating across various sub-sectors, including
Business Process Outsaurcing (“BPO”). KAZ's operations span IT services, including the computer services
industry. The computer services industry includes hardware and software consultancy and professional services,
accounting for approximately 50% of industry revenue, in addition to systems analysis, design and programming,
building of custom-designed systems, data processing and preparation services.

The computer services industry is characterised by a highly skilled and knowledgeable warkforce. Operations have
historically been very labour intensive, and conseguently many firms are seeking to contract much of their wotk to
highly skilied but low wage countries, such as India and China, and retaining the more highly skilled and value-
added activities within Australia.

Relative to other industries, products and services have a relatively short life cycle, with most reguiring an update

or upgrade every five years. Additionally, many products requive a large up-front investment in research and
development, and accordingly, industry participants require significant financial backing.
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3.2 COMPETITIVE ANALYSIS AND CURRENT STATUS

The computer services industry in Australia is highly fragmented and mature, with success becoming increasingly
refated to scale of operations, quality and service reputation and brand recognition. Large multinational companies
dominate the Australizn market, with a number of Australian owned industry participants servicing niche markets.

The industry employed approximately 65,000 people during the 2002/03 financial year, and generated revenues of
$9,786 miltion.

Revenue has historically been generated from a mix of both public and private sector clients. The finance, banking

and insurance sectors account for 40% of industry revenue, government administration 25% and other sectors the
remaining 35%.

The year 2000 (*Y2K") bug led to many firms bringing forward much of thelr IT hardware and software expenditure
to the 1999 and 2000 years, not all of which currently needs to be replaced or renewed. This cyclical nature of the
industry has resulted in declining revenues in recent years, as indicated in the figure below.

Figure1: Historlcal Industry turnover
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The highly fragmented nature of the industry is evidenced by the fact that the top four companies in 2002/03
accounted for approximately 38.5% of total industry revenue. Major players include IBM Australia Ltd, EDS

{Australia) Pty Ltd and CSC Australia Pty Ltd. In addition, a range of large indian technology houses are significantly

increasing their presence.

Key demand determinanis for the computer services industry include the following:

. the price of computet hardware and software

. the rate of development of new technologies and computer applications

. the need for customised software applications

. general trends in the overall economy, as organisations typically defer or abandon large capital expenditures
in times of uncertain conditions

. general trends in T outsourcing and solutions

Having an estabiished customer base (preferably with long term contracts} and access to hardware and software
together with specialist programming skills acts as a competitive advantage to industry participants. Despite this,

an increase In selective outsourcing is likely to occur in the industry, with large contracts being disaggregated into
smatler components and tendered separately.
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in recent years the industry has been adversely affected by a number of factors, including the 2000/ 01 stock market
correction in the techinology sector, the downgrading of the perceived potential of e-commerce and business-to-
business/business-to-consumer trading and the re-evaluation of the potential of internet companies.
Dissatisfaction with the results achieved from outsourcing contracts by both the government and private sectars, as
well as the results from large Enterprise Resource Planning (“ERP”) application implementations, has resulted in the
re-evaluation of outsourcing strategies, affecting the demand and spending in the area over the last three years.

3.3 CRITICAL SUCCESS FACTORS

The success of businesses operating in this industry is dependent upon a number of key determinants:

. the ability to attract quality trained staff

. strong management and marketing skills

. ongoing research and development

. strong financial backing and cash flow management to finance the research and development expenditure

3.4 BARRIERS TO ENTRY AND REGULATION

With the exception of the necessary specialist pregramming knowledge and access to appropriate computer
hardwate and software, the industry has very few barriers to entry. In addition, there are no regulations or licences
applicable to the industry. However, increasing complexity in software development is likely to result in higher
batriers to entry in the future.

3.5 RECENT TRANSACTIONS

in recent years, the computer services industry has undergone significant rationalisation. Alarge number of
transactions have takesn place as companies have attempted to gain competitive advantage related to increased
scale of operations.

A key driver behind many of these transactions in the cotnputer services industry is the increasing trend of
hardwate vendors moving into the computer services sector, such as IBM's acquisition of the consulting arm of
PricewaterhouseCoapers in July zooz, hardware vendors continting to pursue a direct fulfiiment modet and
seftware players consolidating in their segment.

The following table shows some recent significant transactions within the Australian computer services industry.

Table 1:
351

0 Mar 2000 . Carmy . Deiafd Limied
13 Aug 2060 wonet dofewnational £ Selution & Holdings Lid |

AL ol

sluticn 6 Holdiogs Liasied

Details of these transactions are presented in Appendix 3.
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3.6 FUTURE EXPECTATIONS

The trends in the camputer services industry in Australia are closely correlated with the dynamics of the global IT
industry. Overall IT spending in all areas, including hardware, soffware and services, had minimal to no growth in
2003. Average annual forecast growth aver the period to 2009 is expected to be a relatively low 4%, marginally
above the forecast growth in GDP of 3.5% over the same period.

industry analysts are forecasting this growth will result from increased dernand for business process outsourcing
and a general growth in demand from both the public and private sector. In particular, demand is expected to
continue to grow from e-commerce, security and on-line payment systems.

Despite this, forecast industry performance remains uncertain. Expott market growth is anticipated from selected
colntries in the Asia-Pacific region, however, the industry is facing the increasing prospect of the further transfer of
labour intensive activities to highly skilled cheaper labour countries. In addition, due to cost or service promises
not being met, some government contracts are likely to be insourced and many federal government outsourcing
contracts have been cancelled, put on hold or broken down into smaller contracts (selective outsourcing).

Forecast growth in revenues in the Australian computer consulting industry is shown in the following figure.
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The current and future trends of the computer service industry in Australia are in line with the expected global 1T
trends, which are currently impacted by the following:

. increasing economies of scale resulting from angoing industry consolidation

. a convergence of IT and telecommunications industries

. increasing demand for more fully integrated product offerings, resulting from industry pariicipants leveraging
their wider in-house service offerings {e.g. product plus services)

. increasing standardisation of products, which allows disaggregation of the value chain and the greater

outsourcing of functions

. customers have placed an increased focus on their return on investment in 1T, which has tended to strengthen
the relationships between product vendors and systern integrators, since it has encouraged them to improve
product integration

. new developrments in hardware, network and system management and security applications
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4 Profile of KAZ

4.1 COMPANY HISTORY

KAZ Group Ltd was founded in 1988 under the name KAZ Computer Services. Having commenced operations in
Sydney that year, the company experienced significant growth in operations. In the 199os it established data
centres in other parts of Australia and in 1999 expanded its operations into the Asian market, establishing a data
centre in Singapore.

On o March 2000 KAZ listed on the Australian Stock Exchange (“ASX™), ralsing $32 million. Net proceeds of $8.5
million after float costs and payments to Shareholders were used to develop additional support infrastructure
within the Asia Pacific region, in addition to funding acquisitions.

Later in that year the company also undertook a one for six share split and cotmnmenced an acquisition programime.
KAZ purchased Change Management, one of the largest IT services organisations operating in the South Australian
market; Ausdata, a provider of total document processing solutions and Fundi Software, an enterprise systems
management developer. This programme was continued in 2001, with the company acquiring Australian
Administration Services ("AAS™), Austratia’s largest provider of administration services to the industry
superannuation funds sector.

in 2002 the company continued to expand operations, establishing a further two data centres, ene being located in
Hong Kong and the other in Western Australia. The company also acquired Aspect Computing Pty Ltd (“Aspect™), a
provider of applications development, applications maintenance, systems integration, education and risk
management services. The company changed its name from KAZ Computer Services to KAZ Group Limited on 12
March 2002.

4.2 GROUP STRUCTURE
Figure 3 below sets out a simplified group structure for KAZ, based on the organisation’s four divisional areas.

Figure 3: KAZ group structure

Source: KAZ management

The principal operations of each of the divisions in the KAZ group are discussed in Section 4.3.
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4.3 PRINCIPAL ACTIVITIES AND PRODUCTS

KAZ operates through three divisional areas within Australia — KAZ Business Services, KAZ Technology Services and
KAZ Software Solutions. The percentages of forecast normalised 2004 revenues and EBITDA, by division, are
included in the figure below.

Figuira 4t MAZ divigionat revenue and EBITDA

Divisionad revenue Divislonal EBITDA
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in addition to the domestic operations, KAZ operates in selected locations throughout Asia.
A summary of the operations provided by each division are included in the following table.

Tatde 2; KAZ divizional operations
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Further analysis of each division is discussed below.

4.3.1 KAZ BUSINESS SERVICES (“KBS™)

KBS provides business process outsourcing to both the public and private sectors. Holding approximately 45% of
the industry superannuation fund market, KAZ is a market leader In providing cote superannuation administration
services, overseeing maore than 3.5 million member accounts and 165,000 employers. Established customer contact
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centres manage telephione, fax, email and web-based customer interactions, in addition to being able to provide

support, consultancy services and marketing expertise to clients. Additionally, KBS specialises in the following

areas:

. customer contact solutions — providing customer contact centres on an ad-hoc, overflow or permanent basis

. client administration and transaction processing services - services include account record management,
claims management, forms processing, customer reporting, billing and payments processing and financial
record keeping

. document management services - providing end-to-end document management solutions, including
processing cheques, credit card vouchers, remitfance payments, invoices and application forms

4.3.2 KAZ TECHNOLOGY SERVICES (“KTS"™)

KT8 is a leading supplier of IT solutions. The government sector accounts for approximately 58% of the division’s
revenue and according to industry research, KTS was able to secure 11.5% of all significant IT outsourcing contracts
awarded in the 2002 calendar year,

Services are often provided through long-term fixed priced contracts and include the following:

. infrastructure facilities management and outsourcing offering stable, central and secure IT environments
under fixed price contracts

. managed infrastructure services ~ providing a range of services to manage a customer’s desktop, including
suppott desk, end user support, change management equipment and software support, asset management
and procurement

. system integration services

. application development and maintenance services - services involved in planning and building an
application, including inception and maintaining and supporting the implemented application

. consultancy services ~ providing risk management services and advice on business continuity and
security strategies

. education ~ offering an extensive range of courses covering all major platforms and operating systems

. hardware sales — offering IBM, SUN, HP, Cisco and other vendor eguipment

. licensing services ~ providing services for a wide variety of vendors, including Microsoft, IBM, Citrix, Novell,
Adobe and McAfee

4.3.3 KAZ SOFTWARE SOLUTIONS (“KSS™)

Prirnarily operating in the finance industry, K85 is a software developer offering membership administration

products, utility products and document management solutions. The business is focused on the development of

three main product sets:

. document and image processing - a fully integrated document managerment system which processes
chegues, credit card vouchers, remittance payments, invoices and application forms

. Atune software line - an advanced superannuation membership management system which stores and
processes member data

. Fundi software line — specialising in products which enhance the manageabHity, performance, useahbility and
productivity of the enterprise mainframe platform

4.3.4 INTERNATIONAL

Having established data centres in Singapore and Hong Kong, KAZ provides IT outsourcing services to clients in the

Asia Pacific region. Major operations in the region include the following:

. a joint venture in Thailand to administer superannuation for over one million Thai government employees

. a business partnering with Tradelink Electronic Commerce Lid offering IT outsourcing services in the Hong
Kong market
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4.4 CUSTOMERS AND SUPPLIERS

KAZ has a broad base of customers from both the public and private sectors. Many services provided by the group
are under long-term contracts, typically three to five years, with staggered expiry dates. KAZ has a strong track
record of retaining custamers at the end of the contract periods as a result of its service performance, competitive
pricing structure and the costs that would otherwise be incutred by a customer to switch service providers.

KAZ generates much of #s revenue under these long-term contracts. Most income generated by the KBS division,
and the infrastructure side of the KTS division, is generated under these confracts, Revenue is also generated on a
time and materials basis, through some of the applications work performed by KTS, while KSS largely generates
royalty and product revenue.

KAZ's single largest expenditure is labour costs. KAZ has also established both hardware and software supply
relationships with many of the largest IT compaenies, often under contract for a period of one to two years.

The company’s major customers include government departments and superannuation funds. The company’s
major suppliers/partners include IBM Australia Ltd, BMC Software Inc, Cisco Systems Lid, Microsoft Corporation
and Sun Microsystems Corporation.

4.5 MANAGEMENT AND PERSONNEL

in total KAZ employs approximately 2,700 people on a full time equivalent basis. The figure below summarises
KAZ's management structure,

Figure 5: KAZ group structure

Source: KAZ management
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4.6 COMPETITIVE POSITION OF KAZ (SWOT ANALYSIS)

We have carried out an analysis of the strengths, weaknesses, opportunities and threats (“SWOT”) of KAZ.

A summary of the key findings is set out below. Further potential upsides and risks have been included in our
assessment of an appropriate valuation multiple for KAZ.

This ahtlzty o be able [ pravide complels
prd-tiered sodutiong

Established distributinn sreamgements witl
beading IT sapphers, such as THM

Longderm customer corrmets with both

pubde sectir wed private sector sulerprises

Established operstions @ the Asa-Panilic
Feihsn

A potfodio of complementary businesses
A experienced managemenl eam

Stromy repatation o the key markets b owhicl
AT mpeend

[

The use of leading-edge echusdogy

Declimng prices and margiss i 1T prodocts

Comvergence m demand of 1T and
tefeommmunications praducts, making the

markel more compeiiive

Decressed price competiion o ibe merket
plaving pressure o margis

Further MEA metivity withe region feading 1o

siromeer commpeitons

Iwvestmeal in I products. dependent upon
favnwahle scanomic condiions, with oversll
IT spending expected o growe onby
mwaderately o 2HE

Limited avfrastructare iy the Asts Peoifie
regien, restricting growih

Laoss of key cligns and siall

- eatepnal perc

; dag Wy npersbing noa
T meﬁmlw Wil?"i ZxpeIsEre bo cvehicsl
dowatarms o the I sector

Lack of soale of balasee sheet visdovis
mdtinational competitors, making o
&ttt o cemmpete for tier | comtracts

Changing  nuwhet  comdib

s with greaker |
wifshore palsmercing

At timmes when  ibe compaey ba
i*x]amn:'rmﬂ wiakmess w ity share price ¥
' wative perception  amongst
KAT vustomners with the poitertial to leder
e sitles

Migh level ol goodwill smortsetion cherges
on profit and loss renders “hesdluse” peofil |
valperable, wzlﬁa & Ltj].tupmmlm et o

Dievelopment of new technologies cresting

mereased dearnd for consalting services

Cinstimang derarad for selective |

sulsmarcing  services by the public awd
privade seclogs :
Comtiraed  groweth throwsh  sequisiiion,
where revenstes sl eost svnergies can be
aehieved

Oveatey  crosssellime of o maee of KAZ

=] w i
presdacts by cxmiing cuslamers :
Ineressed  expamsion  wie he Sss Pacillc
r2 g0 E

The wpsides represented by the development |
of new softeeare applicstions such m Awne

Deloitte @ INDEPENDENT EXPERT'S REPORT | Pagefo



4.7 CAPITAL STRUCTURE AND SHAREHOLDERS

As at the date of this report KAZ had the following securities on issue:

. 828,030,925 otdinary shares

. 7,738,236 options to subscribe for the ordinary shares, which are to be cancelled as set out in the
information Memorandum

The following table lists the top ten Shareholders in KAZ:
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4.8 SHARE PRICE PERFORMANCE
The quarterly share price performance of KAZ since listing on 9 Mareh 2000 1s as follows:
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Since listing 32 million shares in March 2000, the share price of KAZ has fluctuated significantly. Between 30 |une
2003 and 2 April 2004, the last trading day prior to the announcement of the Proposed Schemes, the share price
fluctuated between a low of $0.14 and a high of $o.37. Share price movements and trading volumes since January
2001 are presented graphically in the figure below.

Figure £: KAZ stock activity on ASX
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4.9 FINANCIAL PERFORMANCE
The restated audited financial results of KAZ for the periods ended 30 June 2062 and 30 June 2003, the reviewed

results for the six months ended 31 December 2003 and the mid-point of the earnings guidance range for the year
ending 30 june 2004 are summatised in the table below.
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Revenue from ordinary activities showed significant growth between 2002 and 2003, largely achieved through the
acquisition of Aspect Computing in March 2002. Aspect Computing generated an additional $109.8 million revenue
in the first eight months of the zoo2 year, bringing combined revenue to $363.4 millien on a pro-forma basis which
is in line with the 20073 results. The forecast increase far the zoo4 year from the publicly announced earnings
guidance range is due to a combination of a general turnaround in the industry and an increase in matrket share.

The EBITDA figures presented in Table 7 above are affected by a number of unusual, non-recutring tems. In Table §
we have removed these items to present a normalised level of EBITDA.
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While reported EBITDA appears to have remained relatively stable between 2002 and 2003, normalised EBITDA
declined by approximately $s.7 million. This decline was primarily the result of the non-renewal of two significant
contracts in the 2002 year. Normalised EBITDA growth in 2004 from the announced earnings guidance is reflective
of the anticipated revenue growth in the various divisions in the zoo4 year. Normalised EBITDA for the year ending
30 June 2004 is consistent with the mid-peint of the earnings guidance range announced on 24 February 2004.

Normalisation adjustments are discussed further below.

Aspect acquisition

in March 2002 KAZ acquired Aspect Computing, now incorporated into the K78 divisional operations. EBITDA of
approximately $o.3 million was earned in the eight months to March zoo2.

Atune platform development costs

Atune platform development costs relate to a generational upgrade of the Ultimass platform used by AAS, operating
as part of the KBS division. KAZ has expensed these costs since acquiring control of Atune, even though they are
considered unlikely to recur after platform development is complete and they are anticipated to generate an
economic benefit in future periods. Accordingly, adjustments have been made to reflect the non-recurring nature of
these expenses.

Redundancies and restructuring

Non-recurring redundancy and restructuring costs relate to the downturn in the IT sector subsequent to the industry
peak in 2000, in addition to integration costs arising from the merger between Aspect Computing and KAZ
Computer Services to form KTS.

Gain on sale of property

Non-recurring property sales have been excluded from maintainable earnings.

Fundi infrastructure costs and adjustments

Fundi normalisation adjustments relate to development expenditures which have historically been expensed even
though they are anticipated to generate an economic benefit in future perfods. Accordingly, adjustments have been
made to reflect the non-recurring nature of these items.

Deloitte Corporate Finance has not undertaken an independent review of KAZ's prospective financial information
released to the market. Accordingly, Deloitte Corporate Finance does not express an opinion on the reasonableness
of the assumptions underlying the prospective financial infarmation, or their achievability. However, to the extent
that this report refers to prospective financial information, Deloitte Corporate Finance has considered the
prospective financial information and the basis of the underlying assumptions. The prospective financial
information and the underlying assumptions are the sole responsibility of KAZ.

The procedures involved in Delaitte Corporate Finance's consideration of this information consisted of enquiries of
company persontel and analytical procedures applied to the financial data. These procedutes and enguiries did
not include verification work nor constitute an audit in accordance with Australian Auditing Standards, nor did they
constitute a review in accordance with AllS goz applicable to review procedures. Accordingly, Deloitte Corporate
Finance does hot express any opinion on the prospective financial information referred to in this report.

Based on these procedures and enguiries, Deloitte Corporate Finance is not aware of anything to suggest that the
assumptions underlying KAZ's prospective financial information are unreascnable. In relation to the prospective
financial information, actual results are likely to be different from the prospective financial information of KAZ
referred to in this report since anticipated events frequently do not occur as expected and the variation may be
material. The achievement of the prospective financial information is dependent on the oufcome of the
assumptions. Accordingly, we express no opinion as to whether the prospective financial information wilt be
achieved.
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4.10 FENANCIAL POSITION

The audited statements of financial position of the KAZ consolidated group as at 30 June 2002 and 30 June 20063,
tagether with the unaudited statement of financial position as at 31 March 2004, are summarised in the

table below.
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The statement of financial position has remained relatively siable since 30 June zo02, with net assets declining
$2.6 million or less than 1%. Significant movements in KAZ's total assets and total liabilities over the period
include a $16.5 million decline in cash, with a similar decline in interest bearing liabilities.
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5 Valuation methodology

5.1 VALUATION METHODOLOGIES

To estimate the fair market value of the shares in KAZ we have considered common market practice and the
valuation methodologies recommended by ASIC Practice Note 43 regarding valuation reports of independent
experts. These are discussed below.

5.1.1 MARKET BASED METHODS

Market based methods estirnate a company’s fair market value by considering the market price of transactions in its
shares or the market value of comparable companies. Market based methods inciude:

. capitalisation of maintainable earnings

. analysis of a company’s recent share trading history

. industry specific methods

The capitalisation of maintainable earnings method estimates fair market value based on the company's future
maintainable earnings and an appropriate earnings multiple. An appropriate eamings muftiple is derived from
market fransactions involving comparable companies. The capitalisation of maintainable earnings method is
appropriate where the company’s earnings are relatively stable.

The most recent share trading history provides evidence of the fair market value of the shares in a company where
they are publicly traded in an informed and liquid market.

industry specific methods estimate market value using rules of thumb for a particular industry. Generally rules of
thumb provide less persuasive evidence of the market value of a company than other valuation methods because
they may not account for company specific factors.

5.4.2 DISCOUNTED CASH FLOW METHOD

The discounted cash flow method estimates market value by discounting a company's future cash flows to their net
present value, This method is appropriate where a projection of future cash flows can be made with a reasonable
degree of confidence. The discounted cash flow method is commonly used to value early stage companies or
projects with a finite tife.

5.1.3 ASSET BASED METHODS

Asset based methods estimate the market value of a company’s shares based on the realisable value of its
identifiable net assets. Asset based methods include:

. orderly realisation of assets method

. liquidation of assets method

. net assets on & going concern basis

The orderly realisation of assets method estimates fair market value by determining the amount that would be
distributed to shareholders, after payment of all iabilities including realisation costs and taxation charges that
arise, assuming the company is wound up in an orderly manner.

The liguidation method is similar to the orderly realisation of assets method except the liquidation method
assumes the assets are sold in a shorter time frame. Since wind up or liquidation of the company may not be
contemplated, these methods in their strictest form may not necessarily be appropriate. The net assets on a going
concern basis method estitmates the market values of the net assets of a company but does not take account of
realisation costs.
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These asset based methods ignore the possibility that the company’s value could exceed the realisable vaiue of its
assets as they ignore the value of intangible assets such as customer lists, management, supply arrangements and
goodwill. Asset based methods are appropriate when companies are not profitable, a significant proportion of a
company’s assets are liguid, or for asset holding companies.

5.2 SELECTION OF VALUATION METHODOLOGIES
We are of the apinion that the most appropriate methodology to value KAZ is the capitalisation of maintainable
earnings method due to the following factors:

KAZ has shown a reasonably consistent pattern of historical eamings (affer normalisation} which is expected
to continue in future

there is an adequate number of publicly listed companies with operations sufficiently similar to those of KAZ
to provide meaningful analysis

KAZ does not have a finite lifespan nor is it required to undertake an abnormal tevel of capital expenditure in
the foreseeable future

there are no rellable long-term cash flow forecasts thus the discounted cash flow method is not appropriate

thete is no intention to liguidate the company so the orderly realisation of assets method is not appropriate

in addition, we have alsc performed an analysis of the company's recent share trading histery fo provide additional
evidence of the fair market value of shares in KAZ.

& Valuation of a KAZ share

6.1 VALUATION OF KAZ
Deloitte Corparate Finance has estimated the falr market value of a KAZ share to be in the range of $0.37 to $0.43
on a control basis.

For the purpose of our opinion, fair market value is defined as the amount at which the shares would change hands
between a knowledgeable willing buyer and a knowledgeable willing seller, neither being under a compulsion to
buy or sell. We have not considered special value in this assessment.

in determining this amount, we estimated the falr market value of KAZ using the following methods:

the capitalisation of future maintainable earnings method
analysis of recent share trading

These are discussed in Sections 6.2 and 6.3 respectively.

6.2 CAPITALISATION OF FUTURE MAINTAINABLE EARNINGS

The capitalisation of future maintainable earnings method estimates fair market value by capitalising future
earnings using an appropriate multipte, adding any surplus or non-operating assets, deducting net debt and
applying a premium for control. To value KAZ using the capitalisation of future maintainable earnings method
requires the determination of the following:

an estimate of future maintainable earnings
an appropriate earmings multiple

the value of any surplus assets

the tevel of net debt outstanding
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. an appropriate premium for control
Qur considerations on each of these are discussed separately below.

6.2.1 FUTURE MAINTAINABLE EARNINGS

Future maintainable eamings represent the level of maintainable earrings that the existing operations could
reasonably be expected 1o generate. We have selected EBITDA as an appropriate measure of earnings for KAZ
because earnings multiples based an EBITDA are less sensitive to different financing structures, depreciation and
amortisation accounting policies and effective tax rates than multiples based on EBIT or NPAT. In particular, KAZ
has sighificant levels of goodwill amortisatian which make EBITDA a more appropriation valuation measure than
EBIT or NPAT. Therefore EBITDA allows a betler comparison with earnings multiples of other companies.

We have estimated future maintainable EBITDA to be $49.0 million. In determining future maintainable earnings we
have had particular regard to management’s earnings guidance range for the 2004 year, their publicly announced
statement that 2005 financial year earnings should exhibit growth in excess of 10% and the following factors:

. normalised historical earnings for the 30 June 2002 and zo073 financial years

. actual and budgeted resudts for the 2004 year to date

. the extent and nature of normalisation adjustments in all periods

The estimated future maintainable EBITDA does not take into account any uplift in earnings that the company may
be able to achieve through the development of new products and services. While the company is currently in the
process of developing new software applications, it is anticipated by KAZ rmanagement that they will not have a
material impact an earnings for several years and there is still a risk that the products will not succeed. In addition,
significant future research and development expenditure is required prior to the completion of these software
applications.

6.2.2 EARNINGS MULTIPLE
We have determined an earnings multiple in the range of 5.0 to 5.5 times EBITDA on a minority interest basis.

in selecting this eamings multiple we have considered:

. earnings multiples derived fram share market prices of comparable listed companies
. prices achieved in mergers and acquisitions of comparable companies

. company specific factors relevant to KAZ

These are discussed separately below.

Share market trading multiples

The share market valuation of listed companies provides evidence of an apprapriate earnings multiple for KAZ.
The share price of a listed company represents the market value of a minority interest in that company.

We have compiled share market trading multiples far companies comparable to KAZ. These companies, together
with their earnings multiples, are summarised in the following table.
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Further details of the above companies are provided at Appendix 2.

General comments regarding the multiples and operations of the above companies are listed below:

. enterprise values were calculated by summing the total of the net borrawings at each company’s most recent
reporting date and the market capitalisation at 4 May 2004. Earnings were taken from the last annual report

. many of the above companies are considerably smaller than KAZ. In generai, smaller companies have lower
earnings multiples than farger companies

. the above companies do not perform all of the activities undertaken by KAZ. Accordingly, KAZ may face a
number of different opportunities and risks compared to the other companies, specifically with regards to the
development of new software applications such as Atune

. KAZ is the market leader in some of the activities undertaken in the industry

. significant market rationalisation has been occurring in the industry in recent vears

. Data#ty Limited and Optima ICM Limited are thinly traded stocks, resulting in greater volatility of share price
and market capitalisation of these companies

Merger and acquisition multiples

The price achieved in mergers ot acquisitions of comparable companies may provide relevant evidence of an
appropriate earnings multiple for KAZ. The acquisition price of a company represents the market value of a
controlling interest in that company. The difference between the market value of a controlling interest and a
minority interest is referred to as the premium for control.

We compiled a list of merger and acqguisition transactions for companies comparable to KAZ as set out in Section 3.
Details of these transactions are outlined in Appendix 3. Due to a lack of publicly available information, we have not
been able to make any meaningful conclusions on appropriate earnings multiples from these transactions.

However, we were able to obtain relevant information on KAZ's acquisition of Australian Administration Services,

Australia’s largest provider of administrative services to the superannuation funds industry. The implied multiple
arising on the transaction was approximately 5.0 times historical EBITDA on a control basis.
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Selected multiple

in selecting an appropriate multiple to apply to KAZ's future maintainable EBITDA we have considered the following:

. in general, larger companies have higher earnings multiples than smaller companies. KAZ is larger than all of
the other comparable companies

. the implied multiple on the acquisition of AAS by KAZ in 20m

. the multiples for the forecast 2005 year are the most comparable with our selected future maintainable
earnings

. KAZ is relatively comparable to the entire set of comparable companies, with more similarities to HPAL itd,
QOakton Ltd and Volante Group Ltd. KAZ is least comparable to Optima ICM Limited

. KAZ's normalised EBITDA has heen relatively flat from 2001 to 2004 reflecting the difficulty in achieving
growth in profits in the current market

. tisks associated with achieving forecast earnings, requiring substantial revenue and EBITDA growth

. the cyclical nature of the IT industry

. tisks associated with the renewal of existing contracts

. the potential upsides represented by the development of new software applications such as Atune

. the investment in Atune potentially not providing the envisaged returns or incutring higher than
expected costs

As a result of these factors, we have selected a multiple of 5.0 to 5.5 times EBITDA on a minority interest basis to
apply to KAZ,

6.2.3 SURPLUS ASSETS
KAZ has several joint venture operations that do not contribute to its maintainable earnings. For this reason they
have been treated as surplus assets and have been considered separately.

The joint venture operations are at a very early stage of development. Based on discussions with management and
a review of financial information, the long-term earnings of these enferprises are uncertain and unlikely to
materially affect the maintainable earnings of the business. Accordingly, the joint venture businesses have been
valued based on their net tangible assets (*NTA") as at 31 March 2004. With the exception of Thai Administration
Services, the assets held by the joint venture operations are predominately cash, while liabilities are primarily
intercompany loans. The NTA of Thai Administration Services comprises a mix of current and non-current assets and
liabilities with varicus degrees of liquidity.

The KAZ group has carried forward tax losses. Taking account of the quantum, timing of the fufure cash flow benefit
associated with these losses and the risks that the tax losses may not be utilised, these are not considered material

to the valuation of KAZ.

Furthermore, KAZ has certain loans receivable under the ‘Executive Share Acquisition Plan’. The recoverable
amount of these receivables has been considered a surplus asset.
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Surplus asset values are summarised in the table below.

Table 11:

urpius assets
i i o
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6.2.4 NET DEBT

KAZ's net debt at 31 March 2004, based on unaudited management accounts, was as set out below. We have
adjusted this net debt position by the amount of the interim dividend, being the only material change In net debt
expected by management between 31 March zoo4 and settlemnent of the Proposed Schemes.
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6.2.5 PREMIUM FOR CONTROL

Earnings multiples derived from share market trading do not reflect the market value for control of a company as
they are for portfolio heldings. Australian studies indicate the premiums required to obtain control of companies
range between 25% and 40% of the portfolio holding values. The following factors have been taken into
consideration in determining an appropriate premium for controt for KAZ:

the industry is subject to significant competition, particularly from larger international players with local
representation such as IBM Australia Ltd and CSC Australia Pty Ltd

the current scheme of arrangement between MYOB Ltd and Solution 6 Limited indicates a premium for control
of 21% to the closing market price of Solution 6 Limnited one day priot fo the merger announcement and 37%
ta the three month volume weighted average price prior to the merger announcement. Although this
transaction relates to the IT industry, these two companies are primarily sofiware developers and provide few
outsourcing services. Due to this difference in operations, this transaction is a less relevant indicator of a
control premium for KAZ

the current consolidation that is occurring within the T sector combined with the recovery in the share market
price of KAZ over the past year may limit the premium to be paid over these already higher share

market prices
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Based on these considerations, we believe that a premium for control in the range of 25% to 30% is appropriate
For KAZ.

6.2.6 VALUATION: CAPITALISATION OF FUTURE MAINTAINABLE EARNINGS
The value of KAZ derived from the capitalisation of future maintainable earnings method is summatised below.

49,800 45,000

e 55

Farmngs rusiiple

Enterpriss value ..245000 268560

| ERT. N SN
{1,545 {1,545
247302 271802
6826

B 541

3

6.2.7 COMPARISON OF iIMPLIED 2004 MULTIPLE TO COMPARABLE COMPANIES

in assessing the reasonableness of the above valuation, we have compared the implied 2004 EBITDA multiple for
KAZ on a minority interest basis to the forecast zoo4 EBITDA multiples for the comparable companies. The implied
multiple is calculated as follows:

Taile 14 Impdied 2004 mul
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The implied 2004 EBITDA multiple equates to 5.6 to 6.1 times EBITDA. As indicated in Table 10, forecast EBITDA
multiples for the comparable companies for the 2004 year range from 2.8 to 9.5 times EBITDA with & simple average
of 6.5. The implied multiple for KAZ is consistent with those multiples.

6.3 ANALYSIS OF RECENT SHARE TRADING

The share market can be expected to provide an objective assessment of the fair market value of a listed entity,

where the market is well informed and the shares trade in a liquid market. Market prices incorporate the influence

of all publicly known information relevant to the value of an entity’s securities. We believe that the share price is an

appropriate measure of the fair market value of KAZ's shares for the following reasons:

. KAZ's half year financial repott for the six months ended 31 December 2003 was released to the market on 24
February 2004, providing a recent update regarding KAZ's financial performance

. KAZ is followed by a number of equities analysts who regularly publish brokers reports on KAZ
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Accordingly we believe that it is reasonable to assume that the share price represents an objective assessment of
the value of KAZ's shares.

Set out in the table below is a comparison of recent KAZ share market trading data to the consideration of $o.40 per
share being offered pursuant to the Share Scheme.

Table 15. WAL ardinary share price
i ‘f "x‘ _J(- e
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QOver the past 12 months 126% of KAZ's issued capital has turned over at an average price of $o.247 per share.
Approximately 80% of this turnover has been at or below $0.30 per share. Trading volumes have fluctuated
significantly over this period, reaching a high of 29.0 million and a low of 0.3 million shares per day.

Based on the above shiare price trading history, the offer of $0.40 per share under the Share Schieme represents a
significant premium to historical prices. After allowing for a premium for control, recent share price trading is
consistent with the valuation range derived under the capitalisation of future maintainable earnings approach.

6.4 NUMBER OF SHARES OUTSTANDING

We have not specifically adjusted the number of shares outstanding of 828,039,925 millien to take account of the
dilutive effect of options because the dilutive impact is less than 1% of the value of KAZ and is not considered
material to our analysis.

6.5 VALUATION CONCLUSION
The valuation of KAZ derived from the capitalisation of maintainable earnings method is summarised in the
following table.
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7 Valuation of KAZ options
7.1 OVERVIEW

KAZ has a series of unlisted share options on issue. Each option entitles the holder to purchase KAZ shares at the
effective option exercise price.

As at 30 April 2004, KAZ had options on issue in respect of 7,738,236 shares. The details ate set out below,

bieh S Larsed
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| BL April 2003
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13 September 2004 0.166 O
16 Angust 2005 0370 140000
16 Angust 2003 0.167 40,0
. Total ' 7,738,236

7.2 VALUATION METHODOLOGY AND ASSUMPTIONS
We have utilised the BladeScholes option pricing model to estimate the market value of the options. In preparing
our valuation we have assumed that the conversion date will not occur prior to the expiry date of the option.

7.3 VALUATION INPUTS
The following nputs were used to value the various options issued by KAZ:

Table 18 Valuaii
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Qur considerations regarding the more significant inputs are set out below.

7.3.1 VOLATILITY
Taking inte account the historical volatitity of KAZ's listed shares and the Australian All Ordinaries Index, we have
estimated the volatility of the underlying KAZ share ptice to be 55.10% per annum.

7.3.2 DISCOUNT FOR LACK OF MARKETABILITY

The Black-Scholes option valuation model assumes that there is a liguid market for the options. We have applied a
discount for lack of marketability fo the value of the options to reflect that the options are unlisted and are not
assignable or transferable.

in practice, and from a review of restricted stock studies, discounts for lack of marketability range between 10% and
40%. A discount for lack of marketability of 20% to 30% was selected to discount the value of each option.

7.4 VALUATION OF THE SHARE OPTIONS
Based on the above assumptions and methodology, the value of each class of option is cutlined in the table below.

Table 19: Valuation of share options

18 Apr 2005 8.166 1,175,610 8.185 6.188 0.2585 54.7% 35.3%
18 Apr 2006 8.166 1,625,628 8.169 8.193 0.285 58.7% 371%
18 Apr 2005 8.166 430,596 0.165 6.188 0.2585 54.7% 35.3%
18 Apr 2006 0.166 517,602 8.169 8.193 0.285 568.7% 371%
03 Sep 2004 0.570 45,600 8.007 8.069 0.025 237.5% 185.3%
02 Sep 2005 8.570 30,800 8.038 8.045 0.085 117.4% 90.3%
03 Sep 2004 8.780 840,600 8.001 8.001 0.010 1,188.4% 1,025.6%
08 Mar 2086 8.166 1,800,800 0.169 8.1893 0.285 57.1% 37.5%
01 Oct 2004 8.166 277,500 8.164 8.187 0.245 48.7% 31.0%
01 Apr 2005 8.166 277,500 8.1865 0.188 0.250 51.8% 32.8%
03 Sep 2004 0.166 240,600 8.164 8.187 0.245 48.7% 31.0%
18 Aug 2065 8.770 240,600 8.018 8.022 0.050 162.9% 130.0%
16 Aug 2065 8.167 240,600 8.168 6.189 0.255 54.6% 34.8%
........... AT

As detailed in the table above, the option consideration offered by Telstra is af a significant premium to the values
derived by us for each series of options. Our evaluation of the Option Scheme is set out in Section 8 of this report.
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% Evaluation and conclusion

8.1 BACKGROUND
in order to assess whether the Proposed Schemes are in the best interest of Sharehiolders and Optionholders as a
whole, we have had regard to the fairness and reasonableness of the Proposed Schemes, namely:

. assessed whether the Share Scheme is fair by estimating the fair market value of an ordinary KAZ share and
comparing that value to the estimated fair rharket value of the consideration to be received by Shareholders
pursuant to the Share Scheme

. assessed whether the Option Scheme is fair by estimating the falr market value of a KAZ option and
comparing that value to the estimated fair market value of the consideration to be received by Optionholders
pursuant to the Option Scheme

. assessed the reasonableness of the Proposed Schemes by considering other advantages and disadvantages
of the Proposed Schemes to Shareholders and Optienholders

8.2 OPINION
in our opinjon, in the absence of a higher offer:
. the Share Scheme is fair and reasonable and it is therefore in the best interest of the Shareholders as a whole
. the Option Scheme is falr and reasonable and # is therefore in the best interest of the Optionholders as
a whole

We have based this opinion on the analysis contained in our repott which is summatised below.

8.3 ASSESSMENT OF THE SHARE SCHEME
in order to assess whiether the Share Schieme is in the best interest of KAZ Shareholders as a whole, we have had
regard to the fairness and reasonableness of the Share Scheme. We have based our opinion on the following:

8.3.1 FAIRNESS
We have estimated the fair market value of a KAZ share to be in the range of $0.37 to $0.43. A compatison of the
Share Scheme consideration of $0.40 with the value of $0.37 to $0.43 indicates that the Share Scheme is fair.

The opinion was based on the following:

. the consideration represents a significant premium aver and above the recent share market price of KAZ
shares prior to the announcement of the transaction

. the consideration is within our estimated fair market value range of a KAZ share on a control basis
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Set out in the table below is a comparison of recent KAZ share market trading data and the consideration being
offered pursuant to the Share Scheme.

Table Z0: Share Sohs
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8.3.2 REASONABLENESS

We have formed our opinion on the reasonableness of the Share Scheme based on an analysis of the likely
advantages and disadvantages to Shareholders of accepting the Shate Scheme.

Advantages of the Share Scheme

. Shareholders are able to dispose of their KAZ shares for cash consideration which significantly exceeds the
recent trading range on the ASX for KAZ shares. The opportunity to realise this value may not be otherwise
available for some time in the absence of the Share Scherme offer or an alternative offer

. the KAZ share price has risen significantly since the announcement of the Proposed Schemes. Should the
Share Scheme not be approved there is a risk that the KAZ share price will fall below the offer price

. the major Shareholders (representing more than 41% of KAZ shares on issue) have already indicated their
intention to vote in favour of the Share Scheme which implies they are a seller of KAZ shares at that price.
Accordingly, if the Share Scheme does not proceed, it is possible that the market may perceive an overhang in
KAZ shares which will act to depress its share price

. stock market prices for companies in the infoermation technology (*IT") sector, both globally and in Australia,
are highly volatile, with market sentiment being generally negative towards the sector since the collapse In
share prices following the bursting of the “internet bubble” in 2001. Whilst there has been a significant
improvement in market sentiment towards the IT sector over the past 12 months it is likely that volatility of
shares within the sector will continue to be relatively high. if the Share Scheme does not proceed, KAZ
Shareholders would be impacted by any further volatility in shares prices of companies in the IT sector

. in the public announcement of the deal on 7 April 2004, Telstra identified expected net synergies of $17
million EBITDA in FY2007. Whilst these synergy benefits will not flow to KAZ Shareholders and Optionholders,
if the Proposed Schemes are approved, they indicate that KAZ has special value to Telstra which may not be
available to other purchasers. Accordingly, the offer made by Telstra may incorporate an element of
special value
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Disadvantages of the Share Scheme

. KAZ Shareholders will no longer collectively control KAZ or hold a direct interest in the company and
accordingly will not participate in the future growth of KAZ to the extent that it may generate a future value
above the Share Scheme offer price. In particular, there are potential upsides associated with the
develapment of new software applications such as Atune as well as the potential to win major new contracts
which might enhance the value of a KAZ share over time. However, we have reflected our view on the
opportunities and risks associated with these opportunities at the current time in our assessment of the
market value of a KAZ share

. electing to accept the offer pursuant to the Share Scheme may crystallise tax liabilities for individual
Shareholders. The tax implications of the Proposed Schemes to KAZ Shareholders are autlined in the
information Memorandum. KAZ Shareholders should consult their tax adviser regarding their personal
circumstances

. the offer may not represent an attractive price for Shareholders who believe that adverse factors impacting
cutrent market vailue may be short term in nature and that KAZ has a highier intrinsic value in the tonger term if
its upside potential can be captured

We consider the advantages of the Share Scheme proceeding outweigh the disadvantages. Accordingly, we have
concluded that the Share Scheme is reasonable.

8.4 ASSESSMENT OF THE OPTION SCHEME

The Option Scheme is conditional upon the approval of the Share Scheme and will not proceed unless the Share
Scheme is approved.

We have concluded above that the Share Scheme is in the best interest of KAZ Shareholders. Most of the
considerations applicable to KAZ Shareholders are also applicable to Optionholders.

in order to assess whether the Option Scheme is in the best interest of KAZ Optionholders as a whole, we have had
regard to the fairness and reasonableness of the Option Scheme. We have based our opinion on the following:

8.4.1 FAIRNESS

in our opinion, the Option Scheme s, on balance, fair to the Optionholders as a whole.

This opinion was based on the following:

. the consideration represents a significant premium over the estimated market values of all the options
on issue
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Set out in the table below is a comparison of our assessment of the fair market values of the KAZ options with the
consideration offered by Telstra,

Table 21 Valuafion of share apfions

18 Apr 2005 0.166 1,175,010 G.165 G.188 0.2585 54. 7% 35.3%
18 Apr 2008 G.168 1,625,628 G.168 0.193 0.265 58.7% 37.1%
18 Apr 2005 0.166 430,596 G.165 G.188 0.2585 54. 7% 35.3%
18 Apr 2006 0.166 517,002 G.168 G.183 0.265 56.7% T A%
03 Sep 2004 0.670 45,000 6.007 6.008 0.625 237.5% 195.3%
02 Sep 2008 0.670 36,000 6.038 0.045 0.085 t117.4% 90.3%
03 Sep 2004 0.780 840,000 6.001 6.001 0.810 1,186.4% 1,025.6%
09 Mar 2006 0.166 1,800,000 G.168 G.183 0.265 57.1% 37.5%
01 Get 2004 0.166 277,500 G.164 G.187 0.245 48.7% 31.0%
01 Apr 2005 0.166 277,500 G.165 G.188 0.280 51.8% 32.8%
03 Sep 2004 0.166 248,000 G.164 G.187 0.245 48.7% 31.0%
16 Aug 2008 0.770 240,000 6.018 6.022 0.080 162.9% 130.0%
16 Aug 2005 0.167 248,000 G.166 G.188 0.255 54.0% 34.8%
........... 7,738,235

8.4.2 REASONABLENESS
We have formed our opinion on the reasonableness of the Option Scheme based on an analysis of the tikely
advantages and disadvantages to Optionholders of accepting the Option Scheme.

Advantages of the Option Scheme

. Optionholders will be able to dispose of their options. As the optians are neither listed on a stock exchange
nor assignable/tradeable, holders of aptions have limited opportunities to dispose of their options.
Acceptance of the Option Scheme allows Optionholders to dispose of their options for cash consideration

. Optionholders will not need to pay the exercise price prior to being able to realise value for their options

. the Option Scheme provides certainty of value to be realised by the Optionholders and a premium above the
assessed value per option

Disadvantages of the Option Scheme
. Optionholders will no longer have the opportunity to participate in any potential increase in KAZ's share price
over and above the implied premium for each series of options

. the Option Scheme may crystallise incorme tax liabilities for individual Optionhelders

in our opinjon the Option Scheme is reasonable.
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8.5 OTHER CONSIDERATIONS

. The Proposed Schemes were announced on 7 April 2004. The directors of KAZ have confirmed that there have

not been any alternative offers since this date and that they are not aware of any alternative offers that may

be forthcoming

. if a superior alternative offer emerges prior to the meeting fo approve the Proposed Schemes, KAZ
Shareholders and Optionhalders will be able to vote against the Proposed Schemes

. An individual Shareholder or Optionholder’s decision in relation to the Proposed Schemes may be influenced
by his or her particular circumstances. We have considered the Proposed Schemes for Shareholders and
Optienholders as a whole. We have not considered the effect of the Proposed Schemes on the particular
circumstances of individual Sharehiolders and Optionholders nor have we considered their individual
objectives, financial situation or needs. Due to their particular circumstances, individual Shareholders and
Optienholders may place different emphasis on various aspects of the Proposed Schemes from the ane
adopted in this report. Accordingly, individuals may reach different conclusions as to whether the Proposed
Schemes are in their best interest. if in doubt Shareholders or Optionholders should consult an

independent adviser

Appendix 1: Glossary

REFERENCE DEFINITION

AAG AAG Technology Services

AAS Australian Administration Services

AsIC Australian Securities and Investments Comnission
Aspect Aspect Computing Pty Lid

ASX Australizn Stock Exchange Limited

AUS Australian Auditing Standards

BPO Business Process Outsourcing

BT beTRUSTED Holdings Limited

Data#y Datadly Limited

Deloitte Corporate Finance Deloitte Carparate Finance Pty Limited

DesignPlus DesignPlus Pty Lid

Directors Directors of KAZ Group Limited

£8IT Earnings before interest and fax

EBITDA Earnings befare interest, tax, depreciation and ameortisation
ERP Enterprise Resource Planning

FishTech FishTech &Pariners Pty Ltd

FY Financial year

HPAL HPAL Limited

iBIS iBIS Wortld Pty Ltd

information Memorandum

The document containing the Explanatory Statement, Schemes of
Arrangement, notices of meeting and the infoermation to be sent to KAZ
Shareholders and Optionhelders in connection with the Proposed Schemes
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REFERENCE

7

KAZ

KBS

KsS

K15

MIA

NPAT

NTA

Oakton
Optima
Reference
Option
Optienholders
Option Scheme

Proposed Schetnes
Rothschild

SCS

Section 411
Section 640
Securenet

Share
Shareholders
Share Scheme

SMS
SWOT
Telstra
Volante
YK

DEFINITION

information technology

KAZ Group Limited

KAZ Business Seyvices

KAZ Software Solutions

KAZ Technology Services

Merger Implementation Agreement

Net profit after tax

Net tangible assets

Qakton Limited

Optima ICM Limited

Definition

An option held in KAZ

Existing holders of KAZ options

The proposal to cancel all options in return for a cash payment in
accordance with the provisions of Chapter 5.1 of the Corporations Act
The Share Scheme and the Option Scheme

N M Rothschild & Sons {Australia) Limited

Strategic Computer Sotutions

Section 411 of the Corporations Act 2001

Section 640 of the Corporations Act 2001

Securenet Ltd

A share held in KAZ

Existing holders of KAZ shares

The proposed scheme of arrangement under which Telstra will acguire all
of the issued shares of KAZ at a price of $o.40 pert share

SMS Management & Technology Limited

Strengths, weaknesses, opportunities and threats

Teistra Corporation Limited

Volante Group Limited

The year 2000
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Appendix 2: Comparable entities

Following our preliminary selection of comparable companies, we have identified six publicly listed companies that
operate in the Australian computer services industry that are comparable with KAZ. The following comments relate
to the operations, historical growth and activities of the selected companies.

The graph below illustrates the comparative share market trading for the period since 1 January 20073 for the
selected set of comparable companies.
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in the table below we have compiled a summary of some key financial data which facilitates the comparison
between KAZ and the set of comparable companies.

Tabie L
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HPAL LIMITED (“HPAL")

HPX provides information and image management services in Australia, predominately to the financial services,
telecommunications, government, transport and utility industries. Services include consultancy in services
integration, data formatting and management, document coliation and distribution, transaction management,
format conversion and image storage and retrieval.

Following on from the three acquisitions in zo02, 2003 saw the company acquire the Melbourne based business
operation of GBM Logic Pty Ltd. Also in that year, the company generated sales of $160 million, an increase of 10%
over the prior year. Despite this, the company’s after tax profit declined from $13.2 million o $12.6 million, largely
due to increases in employee, contract labour and ocutsourced services expenses.

OAKTON LIMITED (“OCAKTON")

OKN is a provider of professional IT consulting services, including technology architecture services, business iT
strategy, custom application development, information management and data warehousing services, application
integration and management services, project and delivery management services, specialist [T recruitment services
and procurement solutions.

During the 2003 year, OKN successfully completed the acquisition of three businesses, Tier Australia, mPower
Systems and Aston IT group. As a result of these acquisitions, sales increased 51% to $45 million, however, afier
tax profit dedlined from $6.0 million to $4.8 million.

SMS MANAGEMENT & TECHNOLOGY LIMITED (“SMS™)

Prirnarily servicing the financial services, telecommunications, health, government, defence and utility industries,
SMX is an international information technology, enterprise and management solutions provider. The company
offers IT, business and management consulting, project management, internet products, IT contracting and
permanent recruitment, enterprise solutions and e-commerce development and integration.

SMX generated sales revenue of $83 million in the 20073 year, a 36% decline on 2002. This decrease in sales, in
addition to a $98 million write-off of goodwill, adversely affected the company’s after tax profit, decreasing net
income from %o.01 million to a loss of $107 million.

VOLANTE GROUP LIMITED (*“VOLANTE”)

VGL provides a variety of iT services to educational erganisations, government departments and companies.
These services include information technology procurement services, information techinology technical services, the
remarketing of iT equipment, the supply of hardware and software and I7T recruitment services.

VGL generated sales revenue of $325 million in the 2003 yeat, a decrease of 11% on 2002. Despite this, the
company’s after tax profit of $4 million remained stable. This was achieved through cost savings and strict control
over cash management. In late 2003, VGL completed its acquisition of the Melbourne based IT company ipex 176G
Pty Limited, expanding its ability to provide IT outsourcing, T infrastructure management and IT consulting services.
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DATA#3 LIMITED (“DATA#3")

DL provides [T solutions to business and government markets in Australia. These solutions integrate equipment
and softwate from leading suppliers with Data#3's own design, management, installation and support services
including procurement, recruitment and application services.

DTL generated sales revenue of $193 million in the 2003 yeat, an increase of 12% over the prior year. Despite this,
DTL’s after tax profit decreased from $3.1 million to $2.2 miltion. This decline can be attributed to a $2 mitlion loss
on the assumption of a Joint venture partnership’s net lizhilities.

OPTIMA ICM LIMITED (“OPTIMA”)

QP! is a computer hardware vendor servicing the education, government, smail-medium enterprises (*SME”} and
retail markets. OP also offers outsourcing and system integration solutions primarily to SME markets along with
providing internet security products and services,

During the 2003 year, OPi generated sales of $132 million, an increase of 300% on the 2002 yeat. The large
increase in sales had a positive effect on OPI's after tax profit increasing it to $:3.1 million from a loss of $2.1 million
in the previous year. The large growth in sales has been attributed to OPI's notebook strategy, which included the
commencement of an exclusive supply agreement with one of the world’s leading notebook manufacturers and also
an acquisition involving the business infrastructure division of Powerlan.

Appendix 3: Comparable transactions

We identified a number of recent Australian merger and acquisition transactions. Due to a lack of publicly available
detailed information, we were not able to use them as a benchmark in determining the appropriate valuation
multiple or control premium. Below are sumimaries of the transactions.

Fishtech & Partners Piy Ltd

FishTech & Partners Pty Ltd {“FishTech”} was a developer of application software. Solution 6 Holdings Ltd acquired
FishTech for 1.9 million ordinary shares, valued at $16.91 million in May 2000. The shares wete valued based on
Solution 6's closing stock price of $8.90 on 1 March zooo, the last full trading day prior to the announcement.
tipon completion, FishTech held a 14% stake in Solution 6.

Beethoven Computer Services Pty Ltd

Beethoven Computer Services Pty Lid was a developer of integrated computer systems. Data#3 Ltd acquired the
systerns integration business of Beethoven Computer Services Pty Ltd for 313,000 new otdinary shares valued at
$832,000 in March 2000. The shares were valued based on Data#3’s closing stock price of $2.66 on 17 March zoo0,
the iast full trading day prior to the announcement.

exo-net International Ltd

exo-net international Ltd was a New Zealand company which developed accounting software. Solution 6 Holdings
Ltd acguired exo-net international Ltd, for N2$38.671 million {A%30 million} in August 2zoo0. The consideration
consisted of NZ$36.971million cash and 1.242 million ordinary shares valued at NZ$1.698 million. The shares were
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valued based on Solution 6's closing stock price of NZ$1.366 (A$1.06) on 7 March 2001, the last full trading day
prior to announcement

AAG Technology Services

AAG Techinology Services (AAG”) was a provider of computer consulting services. Volante acquired the entire share
capital of AAG for an estimated 30 million ordinary shares valued at $30 million in October 2000. The shares were
valued based on Volante's closing share price of $1 on 24 August zooo, the last full trading day prior to the
announcement. The offer was conditional upon 9o% of AAG's shares being tendered.

Fundi Software

Fundi Seftware was an IT outsourcing and enterprise systems software development group specialising in the
mainframe and midrange system markets. Fundi operated an {7 data centre servicing both the West Australian and
Asian markets. KAZ acquired Fundi Software for $5.8 million in October 2000. The consideration consisted of $2.9
million in cash, $2.g million in ordinary stocl, and an undisclosed amount of profit-related payments. The shares
were valued based on KAZ's closing stock price of $0.93 on 23 October 2000, the last full trading day prior to the
announcement.

Ceedata Holdings Pty L1d

Ceedata Holdings Pty Ltd was a develeper of accounting software. Solution 6 Holdings Lid acquired Ceedata
Holdings Pty Ltd, for $26.2 million in January 2oe1. The consideration consisted of $10 million in cash, 15 million
ordinary shares valued at $16.2 million and an option to acquire 1o million ordinary shares exercisable at $1.25.
The shares were valued based on Solution é's closing stock price of $1.08 on 7 December 2000, the last full trading
day prior to announcement.

Austraiian Administration Services

Ini Januaty zoo1, Australian Administration Services, Australia’s largest provider of administrative services to the
superannuation funds industry, was acquired by KAZ from AMP Life Limited. The deal comprised cash consideration
totalling $77.5 million.

DesignPlus Pty 1Ltd

DesignPlus Pty Ltd {“DesignPlus”) was a Western Australian based developer of Internet software. DesignPlus’
software development business focused on the development of client server and web based applications and
products for the midrange systern markets, KAZ acquired DesignPlus for $225,000 in August 2001.

Aspect Computing Pty Lid

Aspect Computing Pty Ltd designed software. KAZ acquired Aspect for $205.7 million in March 2002.

The consideration consisted of $108.8 million in cash and 102 million ordinary shares valued at $96.9 mitlion.
The shares were valued based on KAZ's closing stock price of $0.95 on 29 January 2002, the last full trading day
prior to the announcement.

Strategic Computer Solutions

Strategic Computer Solutions ("SCS”) was a computer consulting services provider. Volante acquired SCS for $0.8
mil in November 2zo02. The consideration consisted of $0.6 million in cash and $o.2 million in profit-related
payments.

Defoitte | INDEPENDENT EXPERT'S REPORT : Page 8;



i Pty Ltd

f5 Pty Ltd was an information fechnology solutions services provider. Data#3 acquired f5 Pty Lid in exchange for
155,000 new ordinary shares valued at $280,000 in November zoo3. The shares were valued based on Data#y's
closing stock price of $1.82 on 5 November 20073, the last full trading day prior to the announcement.

Securenet 1td

Securenet Ltd (“Securenet”} was a computer consulting services provider. beTRUSTed Heldings tnc (*BT”), a unit of
BANK ONE Corp, Columbus, Ohio's One Equity Partners LLC subsidiary, through its beTRUSTed Australia Pty Ltd
subsidiary, completed its tender offer fo acquire the entire share capital of Securenet for $1.57 in cash per share, ot
a total value of $116.8 million on a fully-diluted basis. The offer had been conditional upon at least 50.1% of
Securenet's shares being tendered. The transaction was effected on 12 September 2003.

ipex Information Technology Group Pty Ltd

Velante acguired Ipex Information Technology Group Pty Ltd, a computer consulting services provider, from
Takapana investments Pty Ltd, creating the largest Australian owned, national IT infrastructure and services group.
Total consideration of $73.0 million consisted of $10.¢ million in profit-related payments and the issuance of 50.9
million ordinary Volante shares valued at $62 million. The shares were valued based on Volante's closing share
price of $1.22 on 19 December 2003, the last full trading day prior to the announcement.

Logicalis Australia
Logicalis Australia, a computer consulting services provider, together with Logical C51, were acquired by iBM Global
Services Australia Ltd in March 2o04. The combined transaction had a total value of $88.5 million.

Solution 6 Holdings Limited

MYOR Limited, a provider of accounting software to small and medium sized companies, is currently in negotiations
to acquire its largest competitor, Solution 6 Holdings Limited. The deal, valued at $435 million in cash and scrip, is
set to create the nation’s largest listed technology group.

Appendix 4: Sources of information

in preparing this report we have had access to the following principal sources of information:

. various financial statements and annual reports of the Company and its subsidiaries and
joint venture operations

. internat management reports of the Company and its subsidiaries and joint venture operations

. forecast and budgeted financizal statetnents for the 2004 financial year

. publicly availabie information on comparable companies

. various discussions with, and documentation from, the management and officers of the company

. other publicly available information, including information published by Bloomberg, iBiS World and
SDC Platinum

in addition, we have had discussions with management of KAZ, in relation to the above information and to current
operations and prospects.
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Appendix 5: Qualifications, declarations and consents

The report has been prepared at the request of the directors of KAZ and is o be Included in the Information
Memorandum to be given to Shareholders for approval of the Proposed Schemes. Accordingly, it has been prepared
only for the benefit of the directors and those persons entitled to receive the notice of the meeting in their
assessment of the Proposed Schernes outlined in the report and should not be used far any other purpose.

Further, recipients of this report should be aware that it has been prepared without talking account of their
individual objectives, financial situation or needs. Accordingly, each recipient should consider these factors before
acting on the Proposed Schemes.

The report represents sately the expression by Deloitte Corporate Finance of its opinion as to whether the Proposed
Schemes are in the best interest of Shareholders and Optionholders as a whole. Deloiite Corporate Finance
consents to this report being included in the information Memorandum.

Staternents and opinions contained in this report are given in good faith but, in the preparation of this report,
Deloitte Corporate Finance has relied upon the information provided by the directors and executives of KAZ which
Deloitte Corporate Finance believes, on reasonable grounds, to be reliable, complete and not misleading.

Deloitte Corparate Finance does not imply, nor should it be construed, that it has carried out any form of audit or
verification on the information and records supplied to us. Drafts of our report were issued to KAZ management for
confirmation of factual accuracy.

To the extent that this report refers to praspective financial information we have considered the prospective
financial information and the basis of the underlying assumptions. The prospective financial information and the
underlying assumptions are the sole responsibility of KAZ. Qur procedures are limited primarily to enguiries of
company personnel and analytical procedures applied to the financial data. In accordance with the various
professional standards and guidance pursuant to which this report has been prepared, as set out in Section 2, we
do not express any opinion on the prospective financial information referred to in this report.

Actual results are likely to be different from the prospective financial information of KAZ referred ta in this report
since anticipated events frequently do not occur as expected and the variation may be material. The achievement of
prospective financial information is dependent on the cutcome of the assumptions. Accordingly, we express no
opinion as to whether the prospective financial information will be achieved.

Furthermore, recognising that Deloitte Corporate Finance may rely on information provided by KAZ and #ts officers
and/or associates, KAZ has agreed to make no claim against Deloitte Corporate Finance to recover any loss or
damage which KAZ may suffer as a resudt of that reliance and also has agreed to indemnify Deloifte Corporate
Finance against any claim arising out of the assignment to give this report, except where the claim has arisen as a
result of any proven wilful misconduct by Deloitte Corporate Finance.

Deloitte Corporate Finance is the licensed corporate advisory division of Deloitte Touche Tehmatsu ("DTT") and is
wholly owned by the partners of that firm. DTT is a national firm of chartered accountants and forms part of the
international professional accounting organisation operating under that name. DTT in Australia and internationally
provide a full range of accounting and advisory services. DTT is a Swiss Verein (association), and, as such, neither
DT nor any of its member firms has any liability for each other's acts or omissions. Each member firm is a separate
and independent legal entity operating under the names "Deloiite," "Deloitte & Touchie," "Deloitte Touche
Tohmatsu," or othert, related names. The services described herein are provided by the member firms and not by the
Deloitte Touche Tohmatsu Verein.
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The employees of Deloitte Corporate Finance principally involved in the preparation of this report were Mark
Pitforino, B.Com, M.App.Fin, CA, Stephen Ferris, B.Ec, CA, ASIA and Andrew Robinson, B.Bus, CA. Each has many
years experience in the provision of corporate financial advice, including specific advice on valuations, mergers and
acquisitions, as well as the preparation of expert reports.

Neither Deloitte Corporate Finance, DTT, nor any pariner or executive ot emnployee theteof has any financial interest
in the autcame of the proposed fransaction which could be considered to affect our ability fo render an unbiased
opinion in this report. Deloitte Corporate Finance will receive a fee of approximately $110,000 exclusive of GST in
relation to the preparation of this report. This fee is based upon time spent at our normal hourly rates and is not
contingent upon the success or otherwise of the Proposed Schemes.
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Deloitte Corporate Finance Piy Limited
AN 008 B33 127
ABN. 18003 B33 127

Grosvencr Place

225 George Sireet

Sydney NEW 2000

PO Box N250 Grosvenor Place
Sydney NEW 2000 Avstalia

Financial Services Guide DX 1000785
Felephone  +61 {0) 2 3322 7000
March 20 04 Facsimile  +61 (0] 2 9322 7001

wiww. deloitte. com.au

WHAT 15 A FINANCIAL SERVICES GUIDE?
This Financial Setvices Guide (“FSG”} is an impaortant document whose purpose is to assist you in deciding whether
to use any of the financial services offered by Deloitte Corporate Finance Pty Limited (ABN 10 oo 833 127). The use
of “we”, “us” or “our” is a reference to Deloitte Corporate Finance Pty Limited as the holder of Australian Financial
Services Licence (“AFSL”) No. 241457. The contents of this FSG include:

. who we are and how we can be contacted

. what services we are authorised to provide to you under our AFSL

. how we (and any other relevant parties) are remunerated

. details of any potential conflicts of interest

. details of our internal and external dispute resolution systems and how you can access them.

INFORMATION ABOUT US

Any financial services offered will be provided by Deloitte Corporate Finance Pty Limited ABN 15 003 833 127, which
is authorised under the Corporations Act 2oo1 to provide these services to you. We will not be acting for any other
party when providing setvices to you. You may contact us using the details on page 1 of this FS&.

Deloitte Corporate Finance Pty Limited is ultimately owned by the Australian partnership of Deloitte Touche
Tohmatsi. The Australian partnership of Deloitte Touche Tohimatsu and its related entities provide services primarily
in the areas of audit, tax, consulting and financial advisory services, Our directors may be partners in the Australian
partnership of Deleitte Touche Tohmatsy.

The Australian patrtnership of Deloitte Touche Tohmatsu is a member firm of the Deloitte Touche Tohmatsu Verein,
As the Deloitte Touche Tohmatsu Verein is a Swiss Vereln (association}, neither it hor any of its member firms has
any tabitity for each other's acts or omissions. Each of the member firms is a separate and Independent legal entity
operating under the names "Deloitte,"” "Deloitte & Touche,” "Deloitte Touche Tohmatsu,” or other related names.

Any financial setvices offered will be provided by Deloitte Corporate Finance Pty Limited and not by the Australian
partnership of Deleitte Touche Tohmatsy, its related entitles, ar the Deloitte Touche Tehmatsu Verein,

We do not have any associations or relationships with any entities that are issuers of financial products. Howevet,
yau should note that we and the Australian partnership of Deleitte Touche Tohmatsu (and its related bodies
corporate} may from time to time provide professional services to financial product issuers in the ordinary course of
business.

WHAT FINANCIAL SERVICES ARE WE LICENSED TO PROVIDE?
The AFSL we hold authorises us to carry on a financial services business to:
a)  provide financial product advice in respect of securities; and
b}  dealin a financial product by arranging for another person to apply for, acquire, vary or dispose of
financial products in respect of securities;
to retall and whotlesale clients.

Deloiite { FINANCIAL SERVICES GUIDE { Page 881



WHAT OTHER DOCUMENTS MAY YOU RECEIVE?

We must give you a Statement of Advice (“SoA”) whenever we provide you with any advice that takes into account
your objectives, financial situation and needs {otherwise known as “personal financial advice™). The purpose of the
Soh is to help you understand and decide whether to rely on our advice. The contents of the SoA will include the
advice, the basis on which it is given and information about fees, commissions and associations, if any, that may
have influenced the provision of our advice.

in order for us to provide you with personal financial advice, you will need to give us details of your personal
objectives, current financial situation and needs. You have the right not to divuige this information but you should
note that in this situation the advice we provide you will be general and may not be approptiate to your personal
objectives, financial situation and needs. We will provide a warning in our advice to you if it has been prepared
without taking inte consideration your personal objectives, financial situation and needs. You should read any
warnings carefully and consider your personat circumstances before acting on our advice.

if we recommend that you acquire a particular financial product {other than securities) or become involved in the
issue of a financial product, we must also provide you with a Product Disclosure Statement (“PDS”). The purpose of
the PDS is to help you make an informed decision about the acquisition of a financial product. The contents of the
PDS will include details such as the risks, benefits and costs of acquiring the particular financial product.

HOW CAN YOU ENGAGE US?

You may specify how you would like to give us instructions. For example, you may provide us with instructions via
telephone, mail, facsimile or email. Please note that we will require instructions in writing for any services that we
provide for which we charge you a fee. Depending on the nature of the instructions you provide us, we may confirn
your instructions in a letter of engagement centaining our standard terms and conditiens.

HOW ARE WE AND OUR EMPLOYEES REMUNERATED?

You will be charged a fee for any services we provide to you. Our fees are usually determined on an hourly basis;
however they may be a fixed amount. We may also seek reimbursement of any out-of-pocket expenses incurred in
providing services to you.

Fee arrangements will be agreed with you or the person who actually engages us and we will confirm our
remnuneration in a written letter of engagement to you or to the person who actually engaged us.

Neither Deloitte Corporate Finance Pty Limited nor its directors and officers, nor any related bodies corporate or
associates and their directors and officers, receives any commissions or other benefits, except for the fees for
services referred to above.

All of our employees receive a salary. Our employees are eligible for annual salary increases based on overall
performance and do not receive any commissions or other benefits arising directly from services provided to you.
The remuneration paid to our directors reflects their individual cantribution to the company and covers all aspects
of performance. Our directors do not receive any commissions of other benefits arlsing directly from services
provided to you.

We do not pay commissions ot provide other benefits to other parties for referring prospective clients to us.
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WHAT SHOULD YOU DO IF YOU HAVE A COMPLAINT?

if you are not satisfied with the services we have provided, you may wish to advise us of your concerns. Qur internal
complaint handling process is designed to respond to your concerns promptly and equitably. In the first instance,
you should discuss yaur concerns with the person responsible for providing the service to you and explain the
problem. If you are unable to reach a suitable resolution, please address your complaint in writing to:

The Complaints Officer
Practice Protection Group
PO Box N2go

Grosvenor Place

Sydney NSW 1220

i you are not satisfied with the steps we have taken to resolve your complaint, you may contact the Financial
industry Complaints Service (“FICS™). FICS provides free advice and assistance to consumers to help them resolve
complaints relating to members of the financial services industry.

Complaints may be submitted to FICS at:

Financial Industry Complaints Service
PO Box 570

Collins Street West

Melbourne VIC 8ooy

Telephone: 1300 780 808

Fax: +613 9621 2201

Internet: hitp://www.fics.asn.au

Hf your complaint relates to the professional conduct of a person whio is a Chartered Accountant, you may wish to
lodge a complaint in writing with the institute of Chartered Accountants in Australia (MICAA™). The ICAA is the
professional body responsible for setting and upholding the professional, ethical and technical standards of
Chartered Accountants. Contact details for lodging a compliant with the ICAA can be obtained from their website at
http://www.icaa.org.au/about/index.cfim.

The Australian Securities and Investments Commission (“ASIC”) regulates Australian companies, financial markets,
financial services organisations and professionals who deal and advise in investments, superannuation, insurance,
deposit taking and credit. Their website contains information on lodging complaints about companies and
individual persons and sets out the types of complaints handled by ASIC. You may contact ASIC as follows:

info line: 1 300 300 630
Emall: infoline@asic.gov.au
Internet: hitp://www.asic.gov.au/asic/asic.nsf

PRIVACY

Any personal information collected by us will be handled in accardance with our Privacy Statement which
summarises our policies and practices governing the treatment of personal information that we acquire from and
about you. We do not disclose any persenal information about you to other parties without your permission, except
as required or permitted by law. A copy of our Privacy Statement can be obtained by contacting us using the details
on page 1 of this FSG.

Deloitte | FINAMNCIAL SERVICES GUIDE | Page 88



£AZ INFORMATION MEMORANDUM

7. Merger Implementation Agreement

Date & April 2004

Parties
1. KAZ Group Limited {ACN ooz 124 405) of Level 10,
50 Goulburn Street, Sydney, New South Wales (KAZ); and

2. Teistra Corporation Limited (ACN 051 775 556} of Level 41,
242 Exhibition Street, Melbourne, Victoria (Telstra).

Recitals
A KAZ and Telstra have agreed that Telstra will acquire all of the ordinary shares of KAZ and
that all eptions of KAZ shall be cancelled by means of schemes of arrangement under Part
5.1 of the Corporations Act such that Telstra will hold all of the issued shares of KAZ.
B KAZ and Telstra have agreed in good faith to implement the KAZ Schemes upon and subject

to the terms and conditions of this Agreement.

It is agreed as follows.

1. DEFINITIONS AND INTERPRETATION

1.1 DEFINITIONS
in this Agreement, unless the context otherwise requires, the following words and expressions have meanings as
follows:

ASIC means the Australian Securities and Investments Commission;
ASX means Australian Stock Exchange Limited (ACN 008 624 691};
Business means the business of providing information technology and other outsourcing services carried on by the
KAZ Group as af the date of this Agreement;
Business Day means a weekday on which trading banks are open for business in Sydney;
Competing Transaction means a transaction, which if completed, would mean a person (other than Telstra or a
related body corpatate) would:
{a) directly or indirectly, acquire an interest, a relevant interest in or become the holder of:
{fy 20% or more of the KAZ Shares or 20% of more of the shares in any of KAZ's subsidiaries; or
{iiy the whole or a substantial part or a material part of the business ot property of KAZ or any of its
subsidiaries;
{h} acquire control of KAZ, within the meaning of section 5oAA of the Corporations Act; or
{c} otherwise acquire or merge (including by a reverse takeover bid or dual listed company structure) with KAZ;
Corporations Act means the Corporations Act zoo1 [Cth);
Court means a court of competent jurisdiction under the Corporations Act;
Deed Poll means a deed poll in the form of Annexure 3 (or in such other form as Is agreed between KAZ and Telstra);
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Disctosed means fairly disclosed by KAZ in writing to Telstra in a disclosure letter delivered to Telstra on the date of

this Agreement;

Effective means, when used in relation to a Scheme, the coming into effect, pursuant to section 411{10) of the

Corporations Act, of the order of the Court made under section 411{4)(b) in relation to the Scheme;

End Date means 30 September zoo4, or such later date as KAZ and Telstra may agree in writing;

Governmental Ageney means any government or governmental, semi-governmental, administrative, fiscal,

regulatory or judicial body, department, comemission, autherity, tribunal, agency or entity;

implemerntation Date means the Business Day immediately following the Record Date;

insolvency Event means in relation to a person:

{a) insolvency official: the appointment of a liquidator, provisional liguidator, administrator, receiver, receiver
and manager or other insolvency official (whether under an Australian law or a foreign law} to the person or to
the whole or a substantial part of the property or assets of the person;

(b} amangements: the entry by the person into a compromise or arrangement with its creditors generally;

() winding up: the calling of a meeting to consider a resolution to wind up the person (other than where the
resolution is frivolous or cannot reasonably be cansidered to be likely to lead to the actual winding up of the
corporation} or the making of an application ot order for the winding up or disselution of the corporation
othert than where the application or order (as the case may be) is set aside within 14 days;

(d) suspends payment: the person suspends or threatens to suspend payment of its debts generally; or

{e) insolvency: the person is or becomes unzble to pay its debts when they fall due or is otherwise presumed to
be insolvent under the insolvency laws applying to that person;

KAZ Board means the board of directors of KAZ;

KAZ Costs means those costs of KAZ in relation to the Transaction as set cut in Annexure &;

KAZ Group means KAZ and its related bodies corporate;

KAZ Indemnified Parties means KAZ, each of KAZ's related bodies corporate, the directors and employees of KAZ

and the directors and employees of each of KAZ's related bodies corporate;

KAZ Information has the meaning given in clause 8.1;

KAZ Material Adverse Change means events of occurrences or matters other than:

{(8) those required to be done or pracured by KAZ pursuant to this Agreement;

{(b) those Disclosed by KAZ to Telstra (provided that disclosure of the risk of an event, occutrence or matter
happening shall not be a disclosure of an actual event, occurrence or matter); ar

{(d) an actual event, occurrence or matter which is known to Telstra prior to the date of this Agreement {which
does not include knowledge of the tisk of an event, occurrence of matter happening),

which individually, or when aggregated with all such events, occurrences or matters, could reasonably be

expected to:

{e) have a material adverse effect on the assets and liabilities, financial position and performance, business,
operations, financial condition (incduding contingent liabilities), profits and losses or prospects of KAZ or any
related body corporate but excluding any effect arising from the termination or non-renewal of any customer
contract; af

{(f)  result between the date of this Agreement and 6.0opm on the day prior to the Second Court Date ina
diminution in KAZ's net assets {excluding goodwill) of $5,700,000 or mote; or

{g} have a material adverse effect on the ability of KAZ to perform its obligations under this Agreement;

of which has had the effect referred to in paragraphs (e), {f) or (g}.

KAZ Prescribed Qccurrence means the occurrence of any of the following:

(@) KAZ converting all or any of its shares into a larger or smaller number of shares;

(b} KAZ or a subsidiary of KAZ resolving to reduce its share capital in any way or reclassifying, combining,
splitting of redeeming or repurchasing divectly or indirectly any of its shares;

{t] KAZ or a subsidiary of KAZ:
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(i} entering into a buy-back agreement; or
(i} resolving to approve the terms of a buy-back agreement under the Corporations Act;

{(d) KAZor a subsidiary of KAZ issuing shares, or granting an option over its shares, or agreeing to make such an
issite of grant such an option {other than an issue of KAZ Shares pursuant to the exercise of a KAZ Option in
accordance with its terms, which KAZ Option was granted prior to the date of this Agreement);

{e) KAZor a subsidiary of KAZ issuing ot agreeing to issue, securities or other instruments convertible into shares
or debt securities;

(f}  KAZ or a subsidiary of KAZ making any material change or amendment to its constitution;

{g} KAZor a subsidiary of KAZ disposing or agreeing to dispose of the whole, or a substantial part of its business
of property;

(h) KAZ or a subsidiary of KAZ creating, or agreeing to create, any mortgage, charge, lien or other encumbrance
over the whole, or a substantial part, of its business ot property; or

iy  an Insolvency Event occurring in relation to KAZ or a subsidiary of KAZ

provided that a KAZ Prescribed Occurrence will not include a matter:

(@) required to be done or procured by KAZ pursuant to this Agreement or the KAZ Schemes;

(b} Disclosed by KAZ; or

{c} the undertaking of which the Transaction Implementation Committee has approved in writing;

KAZ Regulated Event means the occurrence of any of the following:

(a) KAZ or a subsidiary of KAZ declaring, paying or distributing any dividend, benus or other share of its profits or
assets, of returning or announcing an intention to return or agreeing to return any capital to its members,
other than the 2007 interim dividend of $0.c025 per KAZ Share;

(b} KAZ issuing a profit warning;

{c}] KAZ or a subsidiary of KAZ disposing, or agreeing to dispose of the whole or a substantial part of its business
of property;

{(d) KAZ or a subsidiary of KAZ:
iy acquiring or disposing; or
(i} agreeing to acquire or dispose; or
(ii) offering or proposing to acquire or dispose of; or
{iv) announcing a bid or tendering for,
any securities, business, assets, inferests in & joint venture, entity or undertaking, the value of which
exceeds $1,000,000; of

(&) KAZor a subsidiary of KAZ incurring or agreeing to incur capital expenditure in excess of $1,000,000, except
as Disclosed in document ACC.10.0500 in the data room as described in Appendix 2 to the disclosure letter,

provided that a KAZ Regulated Event will not include a matter:

{a) required to be done or procured by KAZ pursuant to this Agreement or the KAZ Schemes;

(b} Disclosed by KAZ; or

{c} the undertaking of which the Transaction implementation Committee has approved in writing;

KAZ Schemes means the Ordinary Scheme and the Option Scheme;

KAZ Shareholder means each person who is registered in the register of members of KAZ as the holder of

KAZ Shares;

KAZ Shares means fully paid ordinary shares in KAZ;

Listing Rules means the official listing rules of ASX;

No-Shop Period means the period from and including the date of this Agreement to the earlier of:

(@) the termination of this Agreement in accordance with ifs terms; and

(b} the End Date;

Non-Disclesure Agreement means the deed between KAZ and Telstra dated 23 February 2004 and amended by an

amending agreement dated 23 March 2004;
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Option means an option to acquire a KAZ Share, issued under an Option Plan;

Option Holder means each person who s registered in the register of eption holders of KAZ as the holder of an

Option at the Record Date;

Option Plans means the KAZ Group Limited Employee Share Option Plan and the KAZ Computer Services Limited

Executive Share Option Plan;

Option Scheme means the Scheme between KAZ and the KAZ Option Holders as described in Clause 5.1;

Ordinary Scheme means the Scheme between KAZ and the Ordinary Scheme Participants as described in

clause 4.1

Option Scheme Consideration hias the meaning given in clause 5.2;

Ordinary Scheme Participant means each person whio is a KAZ Shareholder as at the Record Date;

Prescribed Market Occurrence means the occurrence of either of the following:

(@) the S&P/ASX 200 Industrials index falling by 15% of more from the closing level of the index on the date of
the last trading day before the date of this Agreement; or

(b} the NASDAQ composite index falling by 25% or more from the closing level of the index on the date of the last
trading day before the date of this Agreement;

Public Announcement means the public announcement to be made jointly by Telstra and KAZ in the form of

Annexure 4;

Record Date, in relation to a Scheme, means 5.00 pm on the fifth Business Day following the date on which a

Scheme becames Effective, or such earlier date as the parties may agree in writing;

Regulatory Approvals means the approvals, clearances, decisions or determinations referred to in clause 3.1(8)

to (cJ;

Representatives means any person acting for or on behalf of a party including any director, officer, employee,

contractor, or professional adviser of a party;

Scheme means a scheme of arrangement under Part 5.1 of the Corporations Act;

Scheme Booklets means the information to be prepared by KAZ in respect of the Schemes, approved by the Court

and despatched to Scheme Participants;

Scheme Meetings means each of the meetings to be convened by the Court in relation to the KAZ Schemes

pursuant to Section 411{1) of the Corporations Act;

Scheme Participants means the Ordinary Scheme Participants and the Option Holders;

Second Court Date means the first day on which the application made to the Court for an order pursuant to Section

411{4 )b} of the Corporations Act approving the KAZ Schemies is heard;

Telstra Cosis means those costs of Telstra in relation to the Transaction as set out in Annexure 5;

Telstra Group means Telsira and its related bodies corporate;

Telstra indemnified Parties means Telstra, each of Telstra’s related bodies corporate, the directors and employees of

Teistra and the directors and employees of each of Telstra's related bodies corporate;

Telstra information means such information regarding Telstra and its related bodies corporate provided by Telstra to

KAZ in writing for inclusion in the Scheme Booldets as referred to in dause 6.2(a};

Timetable means the timetable for the implementation of the KAZ Schemes as agreed between the parties and set

out in Annexure 7;

Transaction means the acquisition by Telstra of all of the KAZ Shares and all of the Options by means of the KAZ

Schemes in accordance with the terms of this Agreement;

Transaction Implementation Commitiee means the committee to be established under clause 6.6;
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1.2 INTERPRETATION

in this Agreement, headings and boldings are for convenience only and do not affect the interpretation of this

Agreement and, unless the context otherwise requires:

(@) words importing the singular include the plural and vice versa;

(b words importing a gender include any gender;

{c}] other parts of speech and grammatical forms of a word or phrase defined in this Agreement have a
cotresponding meaning;

{d) anexpression importing a natural person includes any company, partnership, joint venture, association,
corporation or other body corporate and any Governmental Agency;

(e) areference to any thing fincluding, but not limited to, any right) includes a part of that thing but nothing in
this clause 1.2{e) implies that performance of part of an obligation constitutes performance of the obligation;

{f)  areference to a clause, party, annexure, exhibit or schedule is a reference to a clause of, and a party,
annexure, exhibit and schedule to, this Agreement and a reference to this Agreement includes any annexure,
exhibit and schedule;

(g} areference to a statute, regulation, proclamation, ordinance or by-law includes all statutes, regulations,
proctamations, ordinances or by-laws amending, consolidating or reptacing i, whether passed by the same or
another Governmental Agency with legal power to do so, and a reference to a statute includes all regulations,
proclamations, ordinances and by-laws issued under that statute;

(h) areference to a document includes all amendments or supplements to, or replacements or novations of,
that document;

(i)  areference to a party to a document includes that party’s successors and permitted assigns;

() no provision of this Agreement will be construed adversely to a party solely on the ground that the party was
responsible for the preparation of this Agreement or that provision;

() areference to an agreement other than this Agreement includes an undertaking, deed, agreement or legally
enforceable arrangement or understanding whether or not in writing;

()  areference to an asset includes all property of any nature, including, but not limited to, a business, and all
trights, revenues and benefits;

{m) areference to a document includes any agreement in writing, or any certificate, notice, instrument or other
document of any kind whether stored or provided In paper or electronic form;

()} areference to a body, other than a party to this Agreement (including, without limitation, an institute,
association or autharity), whether statutory or net:

(i  which ceases to exist; ot
(il whose powers of functions are transferred to another body,
is a reference to the body which replaces it or which substantially succeeds to its powers or functions;

(0} (without limiting the ways in which information can be provided or disclosed) information will be deemed to
have been provided or disclosed by one party to the other if the party provides the other party with a
document and the relevant piece of information is fakly disclosed in the document;

{p) a party shall not be taken to know {(or have been disclosed) a thing or matier, or be reasonably expected to
know {or have been disclosed) a thing or matter, unless the party also knows (ot has been disclosed), or could
be reasanably expected to know {or have heen disclosed) {(having regard to the information provided), the
extent or magnitude of the effect of that thing or matter;

{g) where a word or phrase is given a defined meaning, any other part of speech or grammatical form of that word
or phrase has a cotresponding meaning;

{r} aterm defined in or used for the purposes of the Corporations Act has the same meaning when used in
this Agreement;

(s} the word “includes” in any form is not a word of limitation;

() areference to “%” or “dollar” is to Australian currency; and
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{u)

a reference to any fime is a reference to that time in Sydney.

1.3 REFERENCES TO TELSTRA

References to Telstra in this Agreement, other than references in relation to a payment obligation, shall, if
reasonably requested by Telstra in writing, be taken to be references to Telstra's nominee, Telstra Services Solutions
Holdings Limited (ACN 079 750 315).

2. AGREEMENT TO PROPOSE SCHEME

KAZ agrees to prapese the KAZ Schemes [substantially in the form of Annexures 1 and 2) and the parties agree to
implement the Transaction upon and subject to the terms and conditions of this Agreement. Any changes to
Annexures 1 and 2 must be agreed between the parties.

3. CONDITIONS PRECEDENT AND PRE-IMPLEMENTATION STEPS

3.1 CONDITIONS PRECEDENT
Subject to this clause 3, the obligations of the parties under clauses 2, 4 and 5 are subject to the satisfaction of
each of the following conditions precedent:

(a

(b)
(©)

{d)

(e)

4

@

)

{

{

ASIC and ASX: before 6.00pm on the day prior to the Second Court Date, ASIC and ASX issue of provide such
consents or approvais or do other acts which KAZ and Telstra agree are necessary or desirable to implement
the Transaction;

Governmental Agencies: before 6.00pm on the day prior to the Second Court Date, all other approvals of a
Governmental Agency which KAZ and Telstra agree are necessary to implement the Transaction are ebtained;
KAZ Prescribed Occurrences or KAZ Regulated Bvents: no KAZ Prescribed Occurrence or KAZ Regulated Event
having occurred between the date of this Agreement and 6.00ptm on the day prior to the Second Court Date;
KAZ Material Adverse Change: no KAZ Material Adverse Change having occurred, being discovered, being
announced, being disclosed or otherwise becoming known to Telstra between the date of this Agreement and
6.00pm on the day prior to the Second Court Date;

KAZ Representations and Warranties: the representations and warranties of KAZ set out in clause 7.3 of this
Agreement being true and correct as of the date of this Agreement and as of 6.0opm on the day prior to the
Second Court Date;

Telstra Representations and Warranties: the representations and warranties of Telstra set out in clause 7.1 of
this Agreement being true and correct as of the date of this Agreement and as of 6.0oopm on the day priorto
the Second Court Date.

Prescribed Market Occurrence: no Prescribed Market Occurrence having occurred between the date of this
Agreement and 6.c0pm an the day prior to the Second Court Date;

Restrainis: no temporary restraining order, preliminary or permanent injunction or other order issued by any
court of competent jurisdiction or other legal restraint or prohibition preventing the Transaction being in effect
at 6.00pm on the day priof to the Second Court Date;

Shareholder approval: before 6.copm on the day prior to the Second Court Date, KAZ Shareholders approve
the Ordinary Scheme by the reguisite majorities under Section 411(4) of the Corporations Act;

Penalties: between the date of this Agreement and 6.copm on the day prior to the Second Court Date, KAZ
has not received any notice from a Governmental Agency that it may became liable for a penalty or breach of
any law {other than a minor breach or a breach in a minor respect} and there is no circumstance in which the
reputation of KAZ is, or could reasonably be expected to be, materially adversely affected.
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3.2 WAIVER OF COND{TIONS PRECEDENT

(a

(b)

(©)

(d)

(e)

The conditions precedent in clauses 3.1{a)3.1{a} and (b} are for the benefit of each party and any breach or
non-fulfilment of those conditions may only be waived with the written consent of both parties.

The conditions precedent in clauses 3.1(c}, {d}, {e), (g}, (h} and () are for the sole benefit of Telstra and any
breach or non-fulfiiment of these conditions may only be waived by Telstra giving s written consent.

The condition precedent in clause 3.1} is for the sole benefit of KAZ and any breach or non-fulfilment of that
condition may only be waived by KAZ giving its written consent.

A party entitled to waive the breach or non-fulfilment of a condition precedent pursuant to this clause 3.2 may
do so in #s absolute discretion.

if a party waives the breach or non-fulfilment of a condition precedent in clause 3.1, that waiver will preclude it
from suing the other party for any breach of this Agreement that resulted from the breach or non-fulfiiment of
the condition precedent that was waived or arising from the same event which gave tise to the breach or non-
fulfilment of the condition {pravided that if the waiver of the condition precedent is itself conditional and the
other party accepts the condition, the terms of the condition apply despite this paragraph (e)). Nothing in this
clause 3.2 will prevent Telstra from claiming reimbursement of its costs under clause 3.2, if the provisions

of clause 13.2 are otherwise satisfied.

3.3 CONDITIONS PRECEDENT NOT MET

(a

(b)

(©)

if:

(i} thereis a breach or non-fulfilment of a condition precedent contained in clause 3.1 which is not waived
in accordance with this Agreement by the time or date specified in this Agreement for satisfaction of the
condition precedent; of

{(fi) thereis an act, fatlure to act, event or occurrence which will prevent a condition precedent contained in
clause 3.1 being satisfied by the time or date specified in clause 3.1 for its satisfaction {and the breach
of non-fulfilment of the condition precedent which would otherwise occur has not already been waived
in accordance with this Agreement),

KAZ and Telstra will consult in good faith with a view to determining whether:

{fii} the KAZ Schemes may proceed by way of alternative means or methods, or

{(iv)] toextend the relevant time or date for satisfaction of the condition precedent or End Date ot to adjourn
ot change the date of an application to the Court.

H KAZ and Telstra are unable to reach agreement on such alternative means or methods or such extension

within the Required Consudtation Period (as defined below), either KAZ or Telstra may, provided that condition

precedent is for the benefit of that party, terminate this Agreement by notice in writing to the other without
any liability to the other, except in respect of any antecedent breach of this Agreement and provided that this
clause 3.3(b) and clauses 7, 8, 10.3, 12.8, 13 1o 16, 17.2, 17.3, 17.4 and 177 survive termination.

For the purposes of this clause, the Required Consultation Period is the shorter of:

{(iy five Business Days after both parties becoming aware that sub-paragraph (a){i) or {a)(ii) above, as the
case may be, is triggered;

(i} the period commencing at the time both parties become aware that sub-paragraph (a}(i} or (a}{i]) above,
as the case may be, is triggered and ending at 6.0opm on the day prior to the Second Court Date.

3.4 REGULATORY APPROVALS AND GOVERNMENTAL AGENCIES
Each party shall have the right to be present and make submissions at any proposed meeting with any
Governmental Agency in relation to the KAZ Schemes or the Transaction.
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3.5 BEST ENDEAVOURS TO SATISFY CONDITIONS

(@) KAZ will use its best endeavours, and will ensure that each of its related bodies corporate use their reasonable
endeavours, to procure that no KAZ Prescribed Occurrence or KAZ Regulated Event or KAZ Material Adverse
Change, to the extent such occurrence of event Is within the control of KAZ or any of its related bodies
corporate, occurs prior to 6.00pm on the day prior to the Second Court Date.

{(b) Each party must promptly notify the other of satisfaction of a condition precedent and must keep the ather
informed of any material development of which it becomes aware that may lead to a condition precedent not
being satisfied.

4. ORDINARY SCHEME

4.1 ORDINARY SCHEME

Subject to the terms and conditions of this Agreement, KAZ agrees to propose a Scheme under which all of the KAZ
Shares held by Ordinary Scheme Participants will be transferred fo Telstra and the ordinary Scheme Participants will
be entitled to receive the consideration calculated in accordance with clause 4.2,

4.2 ORDINARY SCHEME CONSIDERATION

Telstra covenants in favour of KAZ {in its own right and as trustee on behalf of the Ordinary Scheme Participants)
that in consideration for the transfer to Telstra of each KAZ Shate held by an Ordinary Scheme Participant under the
terms of the Scheme, Telstra will pay or procure the payment to each such Ordinary Scheme Participant on the
implementation Date of $0.40 cash for each KAZ Share held by that Ordinary Scheme Pariicipant. Any fractional
entitlement to a cent of an Ordinary Scheme Participant will be rounded down to the nearest whole cent.

5. OPTION SCHEME

5.4 OPTION SCHEME
KAZ agrees to propose a Scheme under which all of the Options will be cancelled and the Option Holders will be
entitled to receive the consideration calculated in accordance with clause 5.2,

5.2 OPTION SCHEME CONSIDERATION

Telstra covenants in favour of KAZ {in its own right and as trustee on behalf of the Opticn Holders) that in
consideration for the delivery up and cancellation of an Option hield by an Option Helder under the terms of the
QOption Scheme, Telstra will pay or procure the payment to each such Option Holder on the implementation Date the
Option Scheme Consideration,

The Option Scheme Consideration shall be the amount set out in Exhibit 1 to this Agreement as being the value of
that Option based on a Black-Scholes valuation agreed between the parties. The value attributed to any Option in
Exhibit 1 shall be subject to such variation as Telstra and KAZ agree is required as a result of the particular terms
and conditions of that Option.

Any fractional entitlement to a cent of an Option Holder will be rounded down to the nearest whole cent.
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5.3 CONDITION

The Option Scheme shall be subject {o and conditionatl upen the Ordinary Scheme becoming Effective provided that
such condition may be waived in whole or in part by Telstra in its absolute discretion by notice in writing given to
KAZ within 5 Business Days of the date on which the Ordinary Scheme is rejected by the Ordinary Scheme
Participants.

6. IMPLEMENTATION OF TRANSACTION

6.1 KAZ'S OBLIGATIONS

KAZ must take all necessary steps to propose and implement the KAZ Schemes in accordance with the Timetable,

including without limitation taking each of the following steps:

(&) Court direction: apply to the Court for orders directing KAZ to convene the Scheme Meetings;

(b} Section 411(17)(b) statement: apply to ASIC for the production of a statement pursuant to section 411(17)(b) of
the Corporations Act stating that ASiC has no objection to the KAZ Schemes;

{c) Scheme Booklets: promptly prepare and despatch the Scheme Baoklet, in relation to each KAZ Scheme, to the
Scheme Participants. KAZ will act in good faith to attempt to ensure that the Scheme Booklets comply with
the requirements of:

(i}  the Corporations Act and the Corporations Regulations;

(il  ASIC Policy Statement 60;

{fii}  ASIC Policy Statement 142; and

{(iv) the Listing Rules,

and include:

(v} the Schemes,

{(vi) a statement that the KAZ Board unanimously recornmends approval of the Schemes; and

{vii} notices of meeting and proxy forms; and

and will:

{viil} as at the date the Scheme Booklets are despatched to Scheme Participants, not be misleading or
deceptive in any material respect {whether by omission or otherwise); and

{(ix} be updated by all such further or new information which may arise after the Scheme Booklets have been
despatched untit the date of the Scheme Meetings which is necessary to ensure that it is not misleading
of deceptive in any material respect {whether by omission or otherwise);

{d) Scheme Meetings: promptly convene the Scheme Meetings in accordance with the Court order provided that if
this Agreement is terminated under clause 10.1, it will take all steps reasonably required to ensure the
Scheme Meetings are not held;

(&) Court approval: apply to the Court for orders approving such of the KAZ Schemes as are approved by the
relevant Scheme Participants;

i Lodge copy of Court orders: lodge with ASIC an office cepy of the Court orders approving such of the KAZ
Schemes as are approved by Scheme Participants at the Scheme Meetings;

(g} Registration: register all transfers of KAZ Shares to Telstra on the Implementation Date.

6.2 TELSTRA’S OBLIGATIONS

Telstra must take all necessary steps to assist KAZ to propose and implement the KAZ Schemes as soon as is

reasonably practicable including, without limHation, taking each of the following steps:

{(a) Telstra information: promptly provide to KAZ for inclusion in the Scheme Booklets such information regarding
Telstra, its related bodies corperate and Telstra's intentions regarding KAZ and its employees as KAZ
reasonably requires to prepare and issue fthe Scheme Booklets (including consent to the form and context in
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(b)

{0

(d)

which the Telstra Information appears in the Scheme Booklets);

Suppltementary Information: promptly provide to KAZ such information as may arise after the Scheme
Booklets have been prepared which may be necessary to ensure that the Scheme Booldets, in relation to the
Telstra information contained in them, do not contain any material statement which is false or misleading or
contain any materizl omission;

Representation: procure that it is represented by counsel at the Court hearings convened for the purposes of
section 411(4)(b} of the Corporations Act, at which, through its counsel, Telstra will undertake (i requested by
the Court} to do all such things and take al such steps within its power as may be necessary in order to
ensure the fulfilment of its obligations under this Agreement and the KAZ Schemes; and

Deed Poll: prior to the despatch of the Scheme Bookiets, enter into the Deed Pail.

6.3 TELSTRA’S INTENTIONS

Telstra hereby acknowledges that ifs current intentions in respect of KAZ after the Schemes are implemented are,
among ather things, to aperate KAZ as a separate subsidiary of Telstra, with a separate management and with co-
branding (which incorporates as patt of that co-branding, the KAZ brand).

6.4 PREPARATION OF SCHEME BOOKLETS

(@) KAZ must consult with Telstra as to the content of the Scheme Boolklets {other than the Telstra Information).

(b) Telstra must consult with KAZ as to the content of the Telstra information.

{c} i there is a dispute as to the content of any part of the Scheme Boolklets (including without timitation the
Telstra Information), the parties must refer the matter to the Transaction Implementation Committee for
resolution. The Transaction implementation Commiitee must use its reasonable endeavours to resolve the
dispute within 5 Business Days.

{d) KAZ and Telstra each agree that the efficient preparation of the Scheme Booldets is in the interests of KAZ and
Teistra shareholders and that they will use all reasonable endeavours and utilise all necessary resources
{(including management resources and the resources of external advisers) to produce the Scheme Booklets as
soon as reasonably practicable and as close as is possible to the Timetable.

6.5 CONDUCT OF BUSINESS

Except as otherwise agreed by Telstra in writing, from the date of this Agreement up to and including the
implementation Date, KAZ must, and must cause its subsidizries to, subject to matters Disclosed, conduct their
respective businesses in the ordinary and proper course in substantiaily the same manner as previously conducted.
Without limiting the foregoing, KAZ must, and must cause its subsidiaries to:

(a

(b)

{c)

(d)
(e)

maintain their businesses and assets;

use s reasonable endeavours o ensure that no KAZ Material Adverse Change, KAZ Prescribed Occurrence or

KAZ Regulated Event occurs, to the extent that such event or occurrence is within the control of KAZ or its

subsidiaries;

preserve their relationships with customers, suppliers, licensors, licensees, joint venturers and others with

whom they have business dealings;

use all reasonable efforts to keep available the services of their officers and emplayees;

not {except as required by law or pursuant to incentive arrangements agreed with Telstra):

(i) increase the remuneration of or pay any bonus or issue any KAZ Shares, KAZ Options or other securities
to, or otherwise vary the employment agreements with, any of its directors or employees;

(i) accelerate the rights of any of its directors or employees to benefits of any kind; or

{iii} pay a director, executive or employee a termination payment, other than as provided for in an existing
employment contract in place as at the date of this agreement and a copy of which has previously been
provided to the other party;
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(f} notamend in any material respect any arrangement with its financial advisers in respect of the transactions
contemplated by this Agreement,
subject in each case to any matter Disclosed by KAZ.

Notwithstanding the provisions of clause 6.5{e), Telstra acknowledges that it will not unreasonably withhold its

consent to:

(A} salary increases or bonus payments to employees which would have arisen in the ordinary course of
operations and in accordance with existing employment contracts or practices in place within KAZ ptior to the
date of this Agreement; and

(B) KAZ entering into deeds of indemnity, insurance and access in favour of its directors on terms customary for
directors of major Australian listed companies.

6.6 TRANSACTION IMPLEMENTATION

(@) Assoon as practicable after the date of this Agreement, the parties shall establish a transaction
implementation committee made up of the Chief Executive Officer of KAZ and one of either Sandy Zubrinich or
Marlk Andrew White of Telstra and such other persons as the parties may agree fram time to time.

(b} The role of the Transaction Implementation Committee will be to act as a forum for consultation and planning
between the parties in relation to the implementation of the Transaction.

{c}]  Subjectto this Agreement, nothing in this clause requires either party to act at the direction of the other.
The business of each party and its subsidiaries will continue to operate independently of the other until the
implementation Date. The parties agree that nothing in this Agreement shall constitute the relationship of a
partnership or a joint venture between the parties.

6.7 BOARD RECOMMENDATION

(@)  The Public Announcement to be issued by KAZ immediately after execution of this Agreement states that the
KAZ directors unanimously support the Transaction in the absence of a superior offer.

(b} KAZ undertakes that:

(i}  each of the KAZ directors have said that they intend ta make that formal recommendation that Kaz's
members vote in favour of the Kaz Schemes in the Scheme Booklets (subject to the explanations
contained in the Scheme Booklets) and will not withdraw that recommendation once made; and

{fi} the KAZ Board will not make any public statement which would suggest that the Transaction is no longer
so recommended,

unless:

{fii} the KAZ Board has first obtained written advice from Queen’s Counsel or Senior Counsel {and a copy of
that advice has been provided to Telstra) that the KAZ directors are, by virtue of their fiduciary or other
legal duties, unable to recommend to Scheme Participants that the KAZ Schemes be approved ot are
required to withdraw such a recommendation,

6.8 ACCESS TO INFORMATION
From the date of this Agreement fo (and including) the Implementation Date, KAZ must, and must {or, in the case of
a subsidiary which is not wholly owned, must use ifs reasonable endeavours to) cause each of its subsidiaries to:
{(a) afford to Telstra (and its related bodies corporate and iis officers and advisers) reasonable access to such
documents, records and other information (subject to any existing confidentiality obligations owed to third
parties}, premises, personnel and advisers and the records, premises or personnel of any entity it manages
and such reasonable co-operation as Telstra reasonably requires for the purpose of:
(il understanding KAZ’s financial position including its cashflow and working capital position;
(i} implementation of the Schemes, provided that nothing in this paragraph {i) will require KAZ to pravide

KAZ Group Limited © INFORMATION MEMORANDUM | Pagegg




£AZ INFORMATION MEMORANDUM

information to Telstra concerning KAZ's directors’ and management’s consideration of the Schemes;

(iii} preparing for carrying on the business of the KAZ Group following implementation of the Schemes
{(including the specific matters agreed between the parties and set out in a schedule forming Exhibit 2 to
this Agreement);

{(iv)] Telstra obtaining an understanding of the operations of KAZ's business in order to allow and facilitate
the smooth implementation of the plans of Telstra for those businesses following implementation of the
Schemes; and

{v) any other purpose which is agreed in writing between the parties;
provided in every case that such access is reasonably necessary to Telstra and does not place an
unreasonable burden on the ability of KAZ or any of its subsidiaries to operate thelr business; and

{(d) assoon as reasanably practicable provide Telstra {and its related bodies corporate and its officers and
advisers) with any information reasonably requested by it (including, without limitation, information from

KAZ's share registry).

6.9 EFFECT OF CLAUSE 6.8

The purpose of clause 6.8 is ta facilitate cooperation and communication between the parties. In no crcumstances
shall breach of clause 6.8 constitute a material breach of the Agreement that would entitle Telstra to terminate
under clause 16.1(a).

7. REPRESENTATIONS AND WARRANTIES

7.1 TELSTRA REPRESENTATIONS
(@) Telstra represents and warrants to KAZ {on its own behalf and separately as trustee for each of the KAZ
indemnified Parties) each of the matters set ouf in clause 7.1{b), as at the date of this Agreement, as at
6.00pm on the day priot to the Second Coutt Date and any other date to which a representation in clause
7.1(b) is expressed to be given.
(b} Telstra represents and warrants that:
(i) itisavalidly existing corporation registered under the laws of its place of incorporation;
(i} the execution and delivery of this Agreement by Telstra has been properly authorised by all necessary
corporate action and Telstra has full corporate power and lawful authority to execute and deliver this
Agreement and to perform ot cause to be performed its obligations under this Agreement;
(iii} (subject to laws generally affecting creditors’ rights and the principles of equity) this Agreement
constitutes legal, valid and binding obligations on it; and
{(iv)] the Telstra Information provided to KAZ in accordance with clause 6.2{z) for inclusion in the Scheme
Booklets will be provided in good faith.

7.2 TELSTRA INDEMNITY

Telstra agrees with KAZ (on KAZ's own behalf and separately as trustee or nominee for each of the other KAZ
indemnified Parties) to indemnify and keep indemnified the KAZ Indemnified Parties from and against all claims,
actions, proceedings, liabilities, cbligations, damages, loss, harm, charges, costs, expenses, duties and other
outgoings of whatever nature and however arising which any of the KAZ Indemnified Parties may suffer o incur by
reason of any breach of any of the representations and warranties in clause 7.1{b}.
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7.3 KAZ REPRESENTATIONS

(@) KAZ represents and warrants to Telstra (on its own behalf and separately as trustee for each of the Telstra
indemnified Parties} each of the matters set out in clause 7.3(b} as at the date of this Agreement, as at 6.00pm
on the day prior to the Second Court Date and any other date to which a representation in clause 7.3(b} is
expressed to be given.

(b} KAZ represents and warrants that:

iy Hisavalidly existing corporation registered under the laws of its place of incorporation;

(i} the execution and delivery of this Agreement by KAZ has been properly authotised by all necessary
corporate action and KAZ has full corporate power and lawful authority to execute and deliver this
Agreement and to perform or cause to be performed its obligations under this Agreement;

{fii} (subject to laws generally affecting creditors’ rights and the principles of equity} this Agreement
constitutes legal, valid and binding obligations on if;

{(iv) the KAZ Information has been disclosed in good faith on the basis set out in clause 8; and

{v) the total issued capital of KAZ as at the date of this Agreement is:

(A} 826,538,858 KAZ Shares; and
(B} 8,515,614 Options.

7.4 KAZ’S INDEMNITY

KAZ agrees with Telstra {on Telstra’ own behalf and separately as trustee for each of the other Telstra Indemnified
Parties) to indemnify and keep indemnified the Telstra indemnified Parties from and against all claims, actions,
proceedings, liabilities, obligations, damages, loss, harm, charges, costs, expenses, duties and other outgoings of
whatever nature and however arising which any of the Telstra Indemnified Parties may suffer or incur by reason of
any breach of any of the representations and warranties in clause 7.3{(b).

7.5 SURVIVAL OF REPRESENTATIONS

Each representation and warranty in clauses 7.1 and 7.3:

(a) is severable;

by will survive the termination of this Agreement; and

{c} Is given with the intent that liability thereunder will not be confined to breaches which are discovered priof to
the date of termination of this Agreement.

7.6 SURVIVAL OF INDEMNITIES

Each indemnity in this Agreement {including those in clauses 7.2 and 7.4} will:

(&) Dbe severable;

(b} Dbe acontinuing obligation;

{c} constitute a separate and independent obligation of the party giving the indemnity from any other obligations
of that party under this Agreement; and

{(d) survive the termination of this Agreement.

8. NO RELIANCE ON KAZ INFORMATION

8.1 TELSTRA DUE DILIGENCE INVESTIGATIONS

Telstra hereby acknowledges and agrees, both on its own behalf and on behalf of each of its Representatives, as

follows:

{a) that prior to entry into this Agreement, it and its Representatives have undertaken and concuded their awn
due diligence investigations in relation to the KAZ Group, including access to data rooms, site visits,
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management presentations, interviews and discussions and access to KAZ Group external auditors and
advisers; and

(b} inthe course of those investigations and the negotiations and discussions between the parties prior to entry
into this Agreement, KAZ and s Representatives have provided to Telstra and its Representatives information
in various forms in connection with the proposed Transaction or relating to the KAZ Group's past, present or
future operations, affairs, business and/or strategic plans (KAZ Information).

8.2 NO WARRANTY

Telstra confirms and agrees, both on its own behalf and on behalf of each of its Representatives, that neither KAZ

nor any of its Representatives:

{a) makes or has made any representation or watranty:

(i)  astothe accuracy or completeness of any of the KAZ Information;
{fi) that any of the KAZ Information has been audited, verified or prepared with reasonable cate; or
{{ii} thatthe KAZ Information is the totality of the information that a person considering the Transaction
would require or expect to find in order to consider or evaluate the Transaction,
except that the KAZ Information has been disclosed in good faith;

(b} accepts or has accepted any responsibility to Telstra, its Representatives or any other person for any false,
inaccurate or misieading KAZ Information or for any opinion formed or conclusion drawn by Telstra, its
Representatives or any other person as a result of examining the KAZ information;

{c} accepts or has accepted any responsibility to inform Telstra of any matter arising or coming to the notice of
KAZ which may affect or qualify any KAZ information; and

{(d) accepts or has accepted any liability for any loss of any kind (incuding, without limitation, any special,
indirect, consequential or economic loss) arising from any inaccuracy, incompleteness or similar defect in the
KAZ Information or any default, negligence or lack of care {other than wilful misconduct or gross negligence) in
relation to the preparation or provision of the KAZ Information.

8.3 NO RELIANCE

Without limiting clauses 8.1 and 8.2, Telstra hereby acknowledges and agrees that it has:

(&) made its own independent assessment of all KAZ information;

(b} carried out, and relied solely on, #ts own investigation and analysis of the KAZ Information and the
Transaction; and

{c} entered into this Agreement utilising the KAZ information solely at its own risk,

8.4 SECTION 1041H OF THE CORPORATIONS ACT

To the extent permitted by law, Telstra agrees not to make, waives any right it may have to make and shall ensure

that none of its Representatives make any claim against KAZ or any of its Representatives under sections 1041H or
1041l of the Corporations Act, or any cotresponding provision of any State or Territory enactment in relation to the

KAZ Information, this Agreement or the Transaction.

8.5 SCHEME BOOKLETS

Without limiting in any way the operations of clauses 8.2, 8.3 or 8.4, Telstra agrees that Section 670D of the
Corporations Act will apply in respect of any action which may be applicable by Telstra or any of its related bodies
corporate against KAZ or any existing or former director, employee or agent of KAZ under section 1041l of the
Corporations Act, section 126GF of the Australian Securities and Investments Cominission Act or the equivalent
provisions of any of the State Fair Trading Acts {coHectively, the Liability Provisions) in relation to any statement in or
omission from the Scheme Booklets as if all of the subsections of section 670D excluded Hability under the Liability
Provisions for contravention of section 1041H of the Corporations Act, section 12DA of the Australian Securities and
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investments Commission Act or the eqguivalent provisions of the State Fair Trading Acts {as the case may be), in the
circumnstances specified in those subsections of section 670D.

8.6 BENEFIT OF KAZ INDEMNIFIED PARTIES
The acknowledgements, confirmations and agreements given and made by Telstra in this clause 8 are given to KAZ
on its own behalf and separately as trustee for each of the KAZ Indemnified Parties.

8.7 PUBLIC DOMAIN INFORMATION

Notwithstanding any other clause in this Agreemnent, nothing in this clause 8:

(@) appliesin relation to any KAZ Information, or other information, contained in any notice or other document
that KAZ {or any subsidiaty) has lodged with ASIC or given to ASX {Public Domain Information);

{(b) affects Telstra’s ability to rely on the Public Domain Information; or

{c} affects any rights or remedies Telstra may have in consequence of relying on the Public Domain Information.

9. PUBLIC ANNOUNCEMENTS

9.1 ANNOUNCEMENT OF TRANSACTION
immediately after the execution of this Agreement, KAZ and Telstra will jointly issue the Public Announcement.

9.2 FURTHER PUBLIC ANNOUNCEMENTS

Each party will, subject {o law and apptlicable Listing Rules, use its reasonable endeavours to consult and agree the
form of any other public announcement by it or any of its telated bodies corporate in connection with the
Transaction.

10. TERMINATION

10.1 TERMINATION

Without lirniting any other provision of this Agreement, this Agreement may be terminated at any time prior to the

comemencement of the hearing of the application to the Court to approve the KAZ Schemes on the

Second Court Date:

(@) by KAZ, if Telstra is in material breach of any clause of this Agreement {including a representation or warranty
in clause 7.1}, taken in the context of the Transaction as a whole, before the Second Court Date provided that
KAZ has given notice to Telstra setting ouf the relevant circumstances and stating an intention to terminate
and the relevant circumstances have continued to exist for 5 Business Days {or any shorter period ending
prior to the commencement of the hearing of the application to the Court to approve the Scheme on the
Second Court Date) from the time such notice is given;

(b} Dby Telstra, if KAZ is in material breach of any clause of this Agreement (including any breach of clauses 6.5, 12
of a representation or warranty in clause 7.3}, taken in the context of the Transaction as a whole, before the
Second Court Date provided that Telstra has given notice to KAZ setting out the relevant circumstances and
stating an intention to terminate and the relevant circumstances have continued fo exist for 5 Business Days
{or any shorter periad ending prier to the commencement of the hearing of the application to the Cowrt to
approve the Scheme on the Second Court Date) from the time such notice is given;

{c} DbyTelstra if a majority of the KAZ directors withdraw or change their recommendation of the Transaction;

{(d) Dy either KAZ or Telstra, in accordance with clause 3.3(b}});

(e} by Telsira if a majority of KAZ’s directors recommend, promote or otherwise endorse 2 Competing Transaction;
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(f} by either KAZ or Telstra, if a Court or other Governmental Agency has issued a final and non-appealable order,
decree of ruling or taken other action which permanently restrains or prohibits the Transaction;

{g} Dy either KAZ or Telstra if the Caurt finally determines to refuse to make any order convening the Scheme
Meetings or any order approving the KAZ Schemes and that party obtains an opinion from Queen's Counsel of
Senior Counsel that an appeat against that decision would have no reasonable prospect of success;

(h) Dby Telstra, if a person (other than Peter Kazacos or Telstra and iis associates) has together with its associates
the power to exercise, or to control the exercise of, a right to vote attached to at least 25% of the KAZ Shares;

(i} Dby either KAZ or Telstra if af a duly hield meeting the Ordinary Scheme Participants do not approve the
Ordinary Scheme by the majority required under the Corporations Act;

(i} by either KAZ or Telstra, if the End Date has passed; or

(k) by Telstra if a takeover bid for KAZ Shares is publicly proposed by a person other than Telstra {or any related
body corporate) for a consideration per KAZ Share which is superior to the consideration per KAZ Share
nublicly proposed to be paid by Telstra pursuant to the Transaction.

10.2 METHOD OF TERMINATION

Where KAZ or Telstra has the right to terminate this Agreement under clause 10.1, that right for all purposes will be
validly exercised if that party gives a notice in writing to the other parties stating to the other parties that it
terminates this Agreement.

10.3 EFFECT OF TERMINATION

in the event of termination of this Agreement by either KAZ or Telstra pursuant to clause 16.1, this Agreement will
become void and have no effect, other than in respect of any liability for an antecedent breach of this Agreement
and provided that this clause and clauses 3.3(b), 7, 8, 12.8, 13 t0 16, 17.2, 17.3, 17.4 and 177 survive termination.

11. NOTICES

KAZ and Telstra will promptly advise each other in writing of:
(&) a representation or warranty provided in this Agreement by either party becoming false; or
{b) a breach of this Agreement by it.

12, EXCLUSIVITY

12.1 TERMINATION OF EXISTING DISCUSSIONS

KAZ represents and warrants to Telstra that, other than the discussions with Telstra in respect of the Transaction, as
af the date of this Agreement, as at the date of the Scheme Meetings and as af 6.oopm on the day prior ta the
Second Court Date, KAZ is not in negotiations or discussions in respect of any Competing Transaction with any

party.

12.2 NO-SHOP CONDITIONS

During the No-Shop Period, KAZ must ensure that neither it nor any of its Representatives directly or indirectly
solicits, invites, facilitates, encourages, or initiates any enguiries, negotiations or discussions, or communicates
any intention to do any of these things, with a view to obtaining any expression of interest, offer or proposal from
any person in relation to a Competing Transaction.
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12.3 NO-TALK CONDITIONS

Subject to clause 12.6, during the No-Shop Period, KAZ must ensure that neither it nor any of its Representative

negotiates or enters into, continues or participates in negotiations or discussions with any other person regarding a

Competing Transaction, even if;

(@) that person’s Competing Transaction was not directly or indirectly solicited, initiated, or encouraged by KAZ or
any of its Representatives; or

{b) that person has publicly announced their Competing Transaction.

12.4 NO DUE DILIGENCE

Without limiting the general nature of clause 12.3, during the No-Shop Period, KAZ must not without Telstra’s prior

wyitten consent:

{(a) solicit, initiate or permit any party {other than Telstra or its Representatives) to undertake due diligence
investigations on KAZ ot any of its subsidiaries whete ta do so would invelve a breach of clause 12.2; or

(b} make available to any other person {other than Telstya or its Representatives) or permit any such person to
receive any non-public information relating to Telstra or any of its subsidiaries.

This clause 12.4 does not prevent KAZ providing infarmation to the ASX or KAZ's auditors and advisers acting

in that capacity in the ordinary course of husiness or to otherwise effect the Transaction.

12.5 NOTIFICATION

Subject to clause 12.6, during the No-Shop Period, KAZ must immediately inform Telstra if # is approached by any

person to engage in any activity that would breach its obligations in clauses 12.2, 12.3 or 12.4 {or would breach its

obligations in clauses 12.3 or 12.4 if it were not for clause 12.6) and provide in writing to Telstra:

(@) the identity of that person; and

{b) details of the expression of interest and/or proposed Competing Transaction made by the persen making the
approach and details of any discussions between such person and KAZ {or ifs Representatives).

12.6 EXCEPTION TO NO-TALK

The restrictions in clauses 12.3 and 12.4 and the notification obligations in dauses 12.5 and 12.7 do not apply to the

extent that they restrict KAZ of the KAZ Board fram taking or refusing to take any action with respect to a bona fide

competing proposal (which was not encouraged, solicited or invited, facilitated or initlated by KAZ in contravention

of clause 12.2) pravided that KAZ’s Board has determined, in good faith and acting reasonably afier:

(@) consultation with its financial advisors that such bona fide competing propasal was a superior proposal; and

(b} receiving written advice from Queen’s Counsel or Senior Counsel that failing to respond to such bona fide
competing proposal would constitute a breach of the directors’ fiduciary or statutory obligations.

12.7 NOTIFICATION

Subject to clause 12.6, i, in accordance with clause 12.6, KAZ does respond to a bona fide competing proposal, it
must immediately notify Telstra in writing of that fact, the person with whom negotiafions are entered into and the
details of the competing proposal made by that person.

12.8 NON-DISCLOSURE AGREEMENT
tipon execution of this Agreement, the Non-Disclosure Agreement shall terminate and be of no further force and
effect, other than in respect of any liability for an antecedent breach of that agreement.
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13. REIMBURSEMENT OF TELSTRA COSTS

13.1 ACKNOWLEDGMENT

KAZ acknowledges that the Telstra Group has incurred and will continue to incur significant costs in relation to the
Transaction. For the purposes of this clause 13, these costs incurred by the Telstra Group (Telstra Costs) include the
costs set out in Annexure s.

13.2 REIMBURSEMENT

(@) Subjectto clause 13.3, KAZ agrees to reimburse Telstra $3,300,000 (plus GST, if applicable) for the Telstra
Costs if at any time after the execution of this Agreement and before the End Date (Termination Date) any of
the following occur:

(i)  atakeaver bid, scheme or other proposal under which a person other than Telstra {or a related body
corporate} would acquire control of KAZ for a consideration superior (having regard to price, timing and
conditionality) to that offered by Telstra under the Qrdinary Scheme {Competing Bid) is announced or
open for acceptance and, whether before or after the Termination Date:

{(A) pursuant to that Competing Bid, the bidder acquires a relevant inferest in more than 50% of all
KAZ Shares; and
(B} the Competing Bid is free or becomes free from any defeating conditions; or

(i} a person other than Telstra (or a related body corporate} acquires, or agrees to acquire {whether or not
that agreement is conditional) the whole or a substantial part of KAZ's assets, business or property;

(iii} the KAZ directors (or any one or more of them) fails to make, or withdraws, a recommendation to
Scheme Participants in favour of the KAZ Schemes except in circumstances where an independent
expert repott is commissioned by KAZ and that repott fails to conclude that the Transaction is in the best
interest of KAZ Shareholders; or

(iv) the KAZ directors [or any one of mote of them) endorses or otherwise supports a preposal or offer to
acquire the shares of KAZ (whether by way of takeover bid, scheme of arrangement or otherwise) or to
acquire the whole or a substantial part of KAZ's assets, business or property, made by a person other
than Telstra; or

{v) Telstra terminates this Agreement pursuant to 10.1{b} because KAZ is in material breach of this
Agreement, provided that the prevention of that breach was within the control of KAZ.

(b)  The reimbursement of Telstra Costs by KAZ to Telstra provided for in this clause 13.2 must be made within two
Business Days of receipt by KAZ of a written demand for payment from Telstra. The demand may only be
made after the occurrence of an event referred to in clause 13.2(a). The obligation to reimburse under this
clause 13.2 cannot be triggered more than once.

{c} Forthe purposes of paragraph (a) above, qualifications and explanations contained in the Scheme Booklets in
refation to a recommendation to accept the KAZ Schernes shall not be regarded as a failure to make or a
withdrawal of a recommendation in favour of the KAZ Schemes.

13.3 COMPLIANCE WiTH LAW
The reimbursement of Telstra Costs by KAZ under this clause 13 is not required, or is refundable, to the extent that
such reimbursement would be unlawful.

13.4 NO OTHER LIABILITY

KAZ shall have no liabliity whatsoever for any breach of this Agreement which arises out of or which relates to an
event or occurrence referred to in clauses 4.30{a}) ~ 13.2(a){v) other than for its lability to reimburse Teistra for costs
under clause 13.2 {(where that clause applies).
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13.5 SECURITY BOND

(&) As security for its obligations under clause 13.2, KAZ will provide Telstra, within 10 Business Days afier the
date of this Agreement, with a Security Bond (as defined in clause 13.5(e))

(b} Telstra has the right, without prejudice to any other remedy available to Telstra, to call on the Security Bond if
KAZ does not comply with clause 13.2.

(¢} Telstra will return the Security Bond to KAZ if the obligations under clause 13.2 have been complied with.

{d) KAZ will not take any steps of any kind to restrain Telstra from exercising #s rights under this clause 13.5.

{e) Forthe purposes of this agreement, “Security Bond” means an unconditional irrevocable bank guarantee in
an amount of $3,300,000 having a term of 6 months.

14, ACKNOWLEDGEMENT
KAZ acknowledges that it has received legal advice on this Agreement and the operation of dauses 12 and 13.

15. REIMBURSEMENT OF KAZ COSTS

15.1 ACKNOWLEDGMENT

Telstra aclknowledges that the KAZ Group has incurred and will continue to incur significant costs in relation to the
Transaction {(including, without limitatian, costs incurred prior to the date of this Agreement in considering and
assessing all facts, circumstances and issues relating to the proposed Transaction and the decision to enter into the
Transaction). For the purposes of this clause 15, these costs incurred by the KAZ Group (KAZ Costs) mean the costs
set out in Annexure 6 and no others.

15.2 REIMBURSEMENT

(@) Subjectto clause 15.3, Telstra agrees to reimburse KAZ for the KAZ Costs (or, if the KAZ Costs exceed
$3,300,000, $3,300,000 of the KAZ Costs} if at any time after the execution of this Agreement and before the
first of the date on which the Scheme becomes Effective and the End Date KAZ terminates this Agreement
pursuant to 10.1{a} because Telstra is in material breach of this Agreement, provided that the prevention of
that breach was within the control of Telstra.

{(b) The reimbursement of KAZ Costs by Telstra to KAZ provided for in this clause 15.2 must be made within two
Business Days of receipt by Telstra of a written demand for payment from KAZ, provided that such demand
sets gut in reasonable detail the nature of the costs and is supported by reasenable evidence of those costs
having been incurred by KAZ. The demand may only be made after the termination referred to in clause
15.2(a}. The obligation to reimburse under this clause 15.2 cannot be triggered more than once.

15.3 COMPLIANCE WITH LAW
The reimbursement of KAZ Costs by Telstra under this clause 15 is not required, or is refundable, to the extent that
such reimbursement would be unlawful.

15.4 NO OTHER LIABILITY
Teistra shail have na liability whatsoever for any breach of this Agreement referred to in clause 15.2{a}, other than
for its liability to reimburse KAZ for costs under clause 15.2 {where that clause applies).
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16. ACKNOWLEDGEMENT

Telstra acknowledges that it has received legal advice on this Agreement and the operation of clause 15,

17. GENERAL

17.1 FURTHER ACTS
Each party will promptly do and perform all further acts and execute and deliver all further documents {in form and
content reasonably satisfactory to that party} required by law ot reasonably requested by any other party to give

effect to this Agreement.

17.2 NOTICES
Any communication under or in connection with this Agreement:

(&)
(b)

(©)
(d)
(e)

must be in writing;

must be addressed as shown below:

KAZ
Address:

Fax:

For the attention of:

Telstra
Address:

Fax:

For the attention of:

Level 10
50 Goulburn Street
Sydney NSW zoc0

{02) 8263 2998

Michael O'Sullivan

Level 2
400 George Street
Sydney NSW zoc0

(02) 9223 5294
Paul Abfalter

{of as otherwise notified by that party to the other party from time to time);

must be signed by the party making the communication or by a person duly authorised by that party;
must be delivered or sent by fax to the number, of the addressee, in accordance with clause (b); and

will be deemed to be received by the addressee:

(i)  (inthe case of fax} at the local time (in the place of receipt of that fax) which then equates to the time at
which that fax is sent as shown on the transmission report which is produced by the machine from
which that fax is sent and which confirms transmission of that fax in its entirety, unless that local time is
not a Business Day, or is after 5.00 pm on a Business Day, when that communication will be deemed fo
be recelved at 9.00 am on the next Business Day; and

(i)  (in the case of delivery by hand} on delivery at the address of the addressee as provided in clause
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17.2{b}, unless that delivery is not made on a Business Day, or after 5.00 pm on a Business Day,
when that communication will be deemed to be received at g.00 am on the next Business Day.

17.3 STAMP DUTIES
Telstra must pay all stamp duties {if any) and any fines and penalties with respect to stamp duty in respect of this
Agreement, the KAZ Schemes or the steps to be taken under this Agreement ot the KAZ Schemes.

17.4 EXPENSES

Except as otherwise provided in this Agreement, each party will pay its own costs and expenses in connection with
the negotiation, preparation, execution, and performance of this Agreement and the proposed, attempted or actual
implementation of this Agreement and the KAZ Schemes.

17.5 AMENDMENTS
This Agreement may only be varied by a document signed by ot on behalf of each of the parties.

17.6 ASSIGNMENT
A party cannot assign, novate or otherwise transfer any of its rights or obligations under this Agreement without the
prior written consent of the other party.

17.7 GOVERNING LAW

(@) This Agreement is governed by and will be construed according to the laws of New South Wales.

(b} Each party rrevocably submits to the non-exclusive jurisdiction of the courts of New South Wales and of the
courts competent to determine appeals from those courts.

17.8 BUSINESS DAY
Except where otherwise expressly provided, where under this Agreement the day on which any act, matter ot thing
is to be done is a day other than a Business Day, such act, matter or thing will be done on the next Business Day.

17.90 WAIVER

{(a) Failure to exercise or enforce or a delay in exercising or enforcing or the partial exercise or enforcement of any
right, power or remedy provided by law or under this Agreement by any party will not in any way preclude, or
operate as a waiver of, any exercise or enforcement, or further exercise or enforcement of that or any other
right, power or remedy provided by taw or under this Agreement.

(b}  Anywaiver or consent given by any party under this Agreement will only be effective and binding on that party
if it is given or confirmed in writing by that party.

{c}  Nowaiver of a breach of any term of this Agreement will operate as a waiver of another breach of that term or
of a breach of any other term of this Agreement.

17.10 CONSENTS
Any consent referred to in, or required under, this Agreement from any party may not be unreasonably withheld,
unless this Agreement expressly provides for that consent to be given in that party’s absolute discretion.

17.11 COUNTERPARTS
This Agreement may be executed in any number of counterparts and by the parties on separate counterparts. Each
counterpart constitutes the agreement of each party who has executed and delivered that counterpart.
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17.12 ENTIRE AGREEMENT

To the extent permitted by law, in relation to the subject matter of this Agreement, this Agreement:

(@) embodies the entire understanding of the parties and constitutes the entive terms agreed upon between the
parties; and

(b} supersedes any prior agreement {whether or not in writing) between the pariies.

17.13 NO REPRESENTATION OR RELIANCE

(@) Each party acknowledges that no party (nor any person acting on its behalf) has made any representation ot
other inducement to it to enter into this Agreement, except for representations or inducements expressly set
out in this Agreement.

(b} Each party acknowledges and confirms that it does not enter into this Agreement in reliance on any
representation or other inducement by or on behaif of any other party, except for any representation or
inducement expressly set out in this Agreement.

17.14 NO MERGER

The rights and obligations of the parties will not merge on completion of any transaction under this Agreement.
They will survive the execution and delivery of any assignment or other document entered into for the purpose of
implementing any transaction.

Signed as an Agreement

Executed by KAZ Group Limited

[Signed] [Signed]

Director Signature Director/Secretary Signature
Peter Kazacos Peter Housden

Print Name Print Name

Executed by Telstra Corporation Limited
by its atterney in the presence of

[Signed] [Signed]
Attorney Witness

Michael Foster Fiona Gardiner-Hilt
Print Name Print Name
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ANNEXURE 1: ORDINARY SCHEME OF ARRANGEMENT
See section g of this information Memorandum.

ANNEXURE 2: OPTION SCHEME OF ARRANGEMENT
See section 10 of this information Memorandum.

ANNEXURE 3: DEED POLL
See section § of this information Memorandum.

ANNEXURE 4: PUBLIC ANNOUNCEMENT ON 7 APRIL 2004
[Not included.]

ANNEXURE 5: TELSTRA COSTS

For the purposes of clause 13, Telstra Costs mean the following costs incurred by the Telstra Group in relation to
the Transaction:

(@) professional advisory fees (including, without timitation, legal, financial, accounting, taxation and public
relations fees) incurred in connection with the Schemes;

(b} out-of-pocket expenses incurred in connection with the Schemes including, but not limited to, airfares, hotel
accommedation, meals and associated expenses incurred by Telstra employees, advisers (internal and
external) and agents in relation to the Schemes;

{c}  mailing and printing costs for decumentation used or proposed to be used in connection with the Schemes;

(d) commitment fees and other similar fees and expenses in connection with the organisation of financing in
connection with the payment of the consideration under the Schemes; and

{e) costs of management and director's time.

ANNEXURE 6: KAZ COSTS

For the purposes of clause 15, KAZ Costs mean the following costs incurred by the KAZ Group in relation to the
Transaction:

{a) professional advisory fees (including, without limitation, tegal, financial, accounting, taxation and public
refations fees) incurred in connection with the Schemes;

(b) out-of-pocket expenses incurred in connection with the Schemes including, but not limited to, airfares, hotel
accommeodation, meals and associated expenses incurred by KAZ employees, advisers (internal and external}
and agents in relation to the Schemes;

{c}  mailing and printing costs for decumentation used or proposed to be used in connection with the Schemes;
and

{(d) costs of management and director's time.

ANNEXURE 7: TIMETABLE

[Not included ]
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%, Deed Poll

Date

Parties

Recitals

28 May 2004

Telstra Corporation Limited (ACN o051 775 556) of Level 41,
242 Exhibition Street, Melbourne, Victoria (Telstra) in favour of:

Each holder of ordinary shares and Options from time to thne in KAZ Group Limited (KAZ)
(ACN 002 124 4o5) (KAZ Shareholders}).

The directors of KAZ consider that it is in the interests of KAZ that Scheme Participants
should consider approving the Schemes.

Accordingly, the directors of KAZ have resolved that KAZ shiould propose the Schemes.

The effect of the Schemes will be that all shares in KAZ {together with all rights and
entitlements attached to those shares) will be transferred to Telstra and all Options in KAZ
will be cancelled such that Telstra will hold all of the issued shares in KAZ.

On 6 Aprit 2004 KAZ and Telstra entered into a Merger Implementation Agreement

{(Agreement).

in the Agreement, Telstra agreed to take all necessary steps to assist KAZ to implement the
Schemes including without limitation but subject to the satisfaction of the Conditions
Precedent in the Agreement, paying the scheme consideration in respect of the Schemes.

Telstra is entering into this Deed Poll for the purpose of covenanting in favour of the Scheme
Participants to perform certain of ifs obligations under the Agreement.
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QOPERATIVE PROVISIONS

1. DEFINITIONS AND INTERPRETATIONS

1.1 INTERPRETATION

in this Deed Poll {including the Recitals), unless the context otherwise reguires:

(@) Words and phrases have the same meaning (if any) given to such in the Agteement or if not defined in the
Agreement but defined in the Scheme Booklets of KAZ dated on or about 28 May 2004 then as in the Scheme
Bookiets;

{b) The singular includes the plural and vice versa;

{c}] Each gender includes every other gender;

{d) References to persons include references to corporations, partnerships, joint ventures, associations, bodies
corporate and any government agency;

{e) Words and phirases not defined in the Agreement or the Scheme Booldets of KAZ have the same meaning (if
any) given to them in the Corporations Act zo01;

{(f)  References to any legislation or regulations include any statutory modification of or substitution for such
legislation or regulations;

(g} References to agreements are to agreements as amended from time to time;

(h)  Areference to a clause or party is a reference to a clause of, and a party to, this Deed Poll;

iy Headings and sub-headings to this Deed Poll do not affect the interpretation of this Deed Poll;

() References io a currency are to Australian currency.

1.2 BUSINESS DAY
Where the day on ot by which any thing is to be done is not & Business Day, that thing must be done on or by the
next Business Day.

1.3 NATURE OF DEED POLL
Telstra acknowledges that this Deed Polt may be relied on and enforced by any Scheme Participant in accordance
with its terms even though the Scheme Participants are not party to it.

1.4 REFERENCES TO TELSTRA

References to Telstra in this Deed Poll, other than references in relation to a payment obligation, shall, if reasonably
requested by Telstra in writing, be taken to be references to Telstra's nominee, Telstra Services Solutions Holdings
Limited (ACN 079 750 315}

2. CONDITIONS PRECEDENT AND TERMINATION

{(a) Telstra's obligations under clause 3 ate subject to:
(i)  satisfaction or walver of the conditions contained in clause 3 of the Agreement by 6.0oopm on the day
prior to the Second Court Date; and
{fi} the relevant Scheme becoming Effective.
(b} Telstra’s obligations under this Deed Poll terminate:
{(iy i the conditions in clause 2(a} of this Deed Poll are not satisfled or waived in writing by Telstra on or
before the End Date; or
(il automatically on the termination of the Agreement,
unless KAZ and Telstra otherwise agree.
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{c)

i this Deed Poll is terminated under this clause 2 then in addition and without prejudice to any other rights,

powers of remedies available to it:

(i} Telstra is released from its obligations to further perform this Deed Poll except those obligations
contained in clause é and any other obligations which by their nature survive termination; and

(i} KAZ Shareholders retain the rights they have against Telstra in respect of any breach of this Deed Poll
which occurred before this Deed Poll is terminated.

3. PAYMENT OF SCHEME CONSIDERATION

(a

(b)

(©)

(d)

Subject to clause 2 and clause 3{c], on the implementation Date:

iy  inconsideration of the transfer of each KAZ Share to Telstra, Telstra shall pay to each Scheme Participant
the Ordinary Scheme consideration, being $0.40 In respect of each KAZ Share registered in the name of
that Ordinary Scheme Participant at the Record Date in accordance with the terms of the Scheme; and

(i) In consideration of the cancellation of each Option, Telstra shall pay to each Option Holder the amount
referred to in clause 5.2 of the Agreement in respect of each Option registered in the name of the Option
Holder at the Recard Date in accordance with the terms of the Scheme.

The obligations of Telstra to pay the consideration described in clause 3(a) to each Scheme Participant shall

be satisfied by Telstra sending or procuring the dispatch to each Scheme Participant by pre-paid post to his or

her address recorded in the register of members or option holders as the case may be of KAZ at the Record

Date, a pre-printed cheque for the consideration due to that Scheme Participant as determined in accordance

with the Schemes. In the case of joint holders of KAZ Shares or Options, the theque shall be payable to and

be forwarded to the holder whose name appears first in the register of members or option holders of KAZ (as

the case may be) on the Record Date.

if the Scheme becomes Effective, Telstra will be entitled to all rights and entitlements in respect of the KAZ

Shares. If a Scheme Participant receives the benefit of those rights or entitlements, Telstra will be entitled to

deduct from the consideration otherwise payable under this Deed Poll the amount {or value, as reasonably

assessed by Telstra) of thase rights or entitlements.

Notwithstanding anything else in this clause 3, if Telstra would be obliged to pay any Scheme Participant a

fraction of a cent, that fraction will be rounded down to the nearest whole cent.

4. WARRANTIES

Telstra represents and warrants that:

(a
(b)

(©)

(d)

it is a corporation validly existing under the laws of its place of incorporation;

it has the corporate power to enter into and perform its obligations under this Deed Poll and to carry out the
fransactions contemplated by this Deed Poll;

it has taken all necessary corporate action to authorise the entry into this Deed Poll and has taken or will take
all necessary corporate action to authorise the performance of this Deed Poll and to carry out the transactions
contemplated by this Deed Poll; and

this Deed Poll is valid and binding upon it.

5. CONTINUING OBLIGATIONS

This Dreed Poll is irrevocable and, subject ta clause 2, remains in full force and effect until Telstra hias completely
performed its obligations under this Deed Poll or the earlier termination of this Deed Poll under clause 2,
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6. STAMP DUTY

Telstra must pay all stamp duty (if any) imposed on this Deed Poll and on any instrument or other document
executed to give effect to this Deed Poll.

7. NOTICES

(a

A notice, consent, request or any other communication fo Telstra under this Deed Poll must be in writing and
must be left at the address of Telstra, or sent by prepaid post (airmail if posted to or from a place outside
Australia) to the address of Telstra or sent by facsimile to the facsimile number of Telstra specified below or
any other address or facsimile number the addressee requests in writing.

Telstra Corporation Limited
Attention: Paul Abfalter

Address: Level 2
400 George Street
Sydney NSW 2000
Fax no: {(02) 9223 5204

{b) A notice, consent, request or any other communication under or in connection with this Deed Poll is taken to
be received:
(iy i by delivery, when it is delivered unless it is delivered on a day other than a Business Day or after 5.00
pm on a Business Day in which case it is taken to be received at 9.00 am on the next Business Day;
(i) i sent by prepaid post, three Business Days after posting {or seven Business Days, if posted to or from a
place outside Australia); and
(fiiy i a facsimile, at the time of dispatch if the sender receives a transmission report which confirms that the
facsimile was sent in its entirety to the facsimile number of the recipient unless the day in the place in
which the facsimite is received is not a Business Day or the time in the place in which the facsimile was
received was after 5.00 pm on a Business Day, in which case it is taken to be received at 9.00 am on the
next Business Day.
8. GENERAL
8.1 CUMULATIVE RIGHTS

The rights, powers and remedies of Telstra and the KAZ Shareholders under this Deed Poll are cumulative with the
rights, powers or remedies provided by law independently of this Deed Poll.
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8.2 WAIVER AND VARIATION
(@) A provision or a right under this Deed Poll may not be waived except in writing signed by the person granting
the waiver.

{(b) A provision of this Deed Poll may not be varied unless the variation is agreed to by KAZ and the Court
indicates that the amendment would not of itself preclude approval of the Schemes, in which event Telstra
will enter into a further Deed Poll in favour of the KAZ Shareholders giving effect to such amendment.

9. GOVERNING LAW AND JURISDICTION

(@) This Deed Poll is governed by the laws of New South Wales.
by Telstra rrevocably submits to the non-exclusive jurisdiction of the Courts of New South Wales.

10. ASSIGNMENT
The tights and obligations of a person under this Deed Poll are personal. They cannot be assigned, charged or
otherwise dealt with, and no person shall attempt or purport to do se.

Executed as a Deed Poll

Signed sealed and delivered by
Telstra Corporation Limited by its attorney in the presence of

[Signed] [Signed]
Attorney Witness

Michael Foster Tony Henshaw
Print Name Print Name
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9. Ordinary Scheme of Arrangement

Pursuant to Section 411 of the Corporations Act

BETWEEN: KAZ GROUP LIMITED (ACN ooz 124 405) (KAZ)
AND: THE HOLDERS OF FULLY PAID ORDINARY SHARES IN KAZ GROUP LIMITED

1. DEFINITIONS AND INTERPRETATION

1.1 DEFINITIONS

ASIC means the Australian Secutities and Investments Commission,

ASX means Australian Stock Exchange Limited (ACN 008 624 691}

Business Day means a weekday on which trading banks are open for business in Sydney.

CHESS means the clearing hiouse electronic sub-register system of share transfers operated by ASX Settlement and
Transfer Corporation Pty Limited.

Corporations Act means the Corporations Act zoo01 (Cth).

Court means a cowrt of competent jurisdiction under the Corporations Act.

Deed Poll means the Deed Poll dated 28 May 2004 executed by Teistra in favour of KAZ Shareholders.

Effective means the coming into effect, pursuant to section 411{10) of the Corporations Act, of the order of the Court
made under section 411{4)(b) in relation to the Scheme.

Effective Date means the date on which the Scheme becomes Effective.

£nd Date means 30 September zo04.

implementation Date means the Business Day immediately following the Record Date.

KAZ Shareholder means each person who is registered in the Register as the holder of KAZ Shares.

KAZ Shares means fully paid ordinary shares in KAZ,

Marketable Parcel has the meaning given to that term in the ASX Market Rules.

Merger Implementation Agreement means the Merger Implementation Agreement dated 6 April 2004 between KAZ
and Telstra relating to the implementation of the Transaction.

Record Date means 5.00 pm on the fifth Business Day following the Effective Date, or such earlier date as the
parties may agree in writing.

Register means the KAZ register of members.

Scheme means this scheme of arrangement, subject to any alterations or conditions made or required by the Court
pursuant to Section 411(6} of the Corporations Act.

Scheme Consideration means for each KAZ Share held at the Record Date, $0.40 cash.

Scheme Meeting means the meeting to be convened by the Court pursuant to Section 411{1) of the Corporations Act.
Scheme Participants means each person who is a KAZ Shareholder as at the Record Date.

Second Courf Date means the first day of the Second Court Hearing.

Second Courf Hearing means the hearing of the application made to the Court for an order pursuant to section
411{4)(b) of the Corporations Act approving the Scheme.

Share Registry means person{s) operating the Register.

Telstra means Telstra Corporation Limited (ACN o51 775 556} and, other than in relation to a payment obligation, if
reasonably requested by Telstra in writing to KAZ, shall be taken to be references to Telstra's nominee, Telstra
Services Solutions Holdings Limited (ACN oy9 750 315}

Transaction means the acquisition by Telstra of all of the KAZ Shares held by Scheme Participants by means of

the Scheme.
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1.2 INTERPRETATION
Headings are far convenience only and do not affect interpretation. The following rules of interpretation apply
unless the context requires otherwise.

(@) The singular includes the plural and conversely.

{b) A gender includes all genders.

() Where a word or phrase is defined, its other grammatical forms have a corresponding meaning.

{(d)  Avreference to a person includes a body corporate, an unincorporated body ot other entity and conversely.

{e) A reference to a clause or schedule is to a clause of or schedule to this Scheme.

f)l  Areference to any agreement or document is to that agreement or document as amended, novated,
supplemented, varied or replaced from time to time, except to the extent prohibited by that other agreement
of document.

{g}  Avreference to any legislation or te any provision of any legislation ncludes any medification or re-enactment
of it, any legislative provision substituted for it and all regulations and statutory instruments fssted undet i,

(k) Mentioning anything after include, includes or including does not limit what else might be included.

(i Areference to dottars or § is to Australian currency.

(i Areference to a particular time of day shall be a reference to that time in Sydney.

()} A word or expression to which a meaning is attributed in the Corporations Act shall bear that meaning.

1.3 BUSINESS DAY

Except whiere otherwise expressly provided, where the day on which any act, matter or thing is to be done is a day
other than a Business Day, such act matter or thing shall be done on the immediately succeeding Business Day.

2. PRELIMINARY

(@
(b)
(©
(d)

(e)

KAZ is a public company registered in New South Wales and s a company limited by shares.

As at 20 May 2004, 828,019,025 KAZ Shares were on issue.

Telstra is a public company registered in Victoria and is a company limited by shares.

if the Schetne becomes Effective then:

(i)  all the KAZ Shares will be transferred to Telstra, and Telstra will pay the Scheme Consideration to
Scheme Participants in accordance with the provisions of the Scheme; and

(i} KAZ shall enter the name of Telstra in the Register in respect of all the KAZ Shares.

Telstra has entered into a Deed Poll in favour of KAZ Shareholders pursuant fo which # has covenanted to pay

the Scheme Censideration in accordance with the terms of the Deed Poill.

3. CONDITIONS PRECEDENT TO AND EFFECTIVENESS OF THE SCHEME

3.1 CONDITIONS PRECEDENT
The Scheme is conditional upon:

(a

(b)

all of the conditions set out in clause 1.1 of the Merger Implementation Agreement having been satisfied or
having been waived in accordance with the terms of the Merger Implementation Agreement prior to 6.00pm
on the day prior to the Second Court Date; and

all necessary approvals under Section 4114} of the Corporations Act.
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3.2 SATISFACTION OF CONDITIONS

(a

(b)

(©)

The fulfilment of clause 3.1 is a condition precedent to the operation of the provisions of clause 4

of the Scheme.

KAZ and Telstra shall provide to the Court at the Second Court Hearing a certificate confirming whether or not
all the conditions precedent in the Merger Implementation Agreement and this Scheme have been satisfied
or waived.

The Scheme will lapse and be of no further force or effect if the Effective Date has not occurred on or before
the End Date or such later date as KAZ and Telstra may agree in writing.

4. THE SCHEME

(a

(b)

(©)

(d)

(e)

4

As soon as practical, following approval of the Schieme by the Court in accordance with Section 411(4)(b) of the
Corporations Act, and in any event by no later than 10.00 am on the Business Day following that approval, KAZ
will ladge with ASIC an office copy of the Court order under Section 41110} of the Corporations Act approving
the Scheme. The Court order is taken to have effect on and from the time and date specified in that order.

(n the nplementation Date:

(i)  all of the KAZ Shares {together with all rights and entitlements attaching to the KAZ Shares) will be
transferred to Telstra without the need for any furthier act by any Scheme Participant {other than acts
performed by KAZ or its directors or officers as attorney and agent for the Scherne Participants under
clause 6(h));

(i) KAZ will deliver to Telstra a duly completed and executed share transfer form or forms to transfer all of
the KAZ Shares to Telstra;

{fii} the KAZ Shares together with all rights and entitlements attaching to the KAZ Shares as at that date will
be transferred to Telstra; and

{(iv) in consideration for the transfer of the KAZ Shares to Telstra, Telstra will pay, or procure the payment of,
the Scheme Consideration to the Scheme Participants for each KAZ Share registered in the name of that
Scheme Participant in accordance with the provisions of the Scheme.

Teistra will execute the share transfer form(s} referred to in clause 4{b} and will deliver the share transfer

forms to KAZ for registration.

Immediately following receipt of transfer form{s} in respect of the KAZ Shares, KAZ shall enter the name of

Telstra in the Register in respect of the KAZ Shares.

The Scheme Participants agree to the transfer of their KAZ Shares (fogether with all rights and entitlements

attaching to their KAZ Shares) in accordance with the Scheme.

tipon the Scheme becoming Effective and until KAZ registers Telstra as the holder of all the KAZ Shares in the

KAZ Register, each Scheme Participant:

(i) isdeemed to have appointed KAZ and each of its directors and officers (jointly and severally) as its
attorney and agent (and directed KAZ and each of its directors and officers {jointly and severally) in such
capacity) to appaint Mark Andrew White or, falling him, Graeme Smith as its sole proxy and, where
applicable, corporate representative to attend shareholders’ meetings, exercise the votes attaching to
the KAZ Shares registered in its name and sign any shareholders’ resolution, and no Scheme Participant
may itself attend or vote at any of those meetings or sign any resolutions, whether in person, by proxy
of by corporate representative {other than pursuant to this clause 4(f); and

(i} must take all other actions in the capacity of a registered holder of KAZ Shares as Telstra reasonably
directs.
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KAZ undertakes in favour of each Scheme Participant that it will appoint Mark Andrew White or, failing him,
Graeme Smith as that Scheme Participant’s proxy or, where applicable, corporate representative in
accordance with this clause 4{f).

5. DEALINGS IN KAZ SHARES

(a

(b)

(©)

(d)

(e)

4

For the purpose of establishing who are Scheme Participants, dealings in KAZ Shares will only be tecognised

if:

(i)}  inthe case of dealings of the type to be effected using CHESS, the transferee is registered in the
Register as the holder of the relevant KAZ Shates by the Record Date; and

(i) i all other cases, if registrable transmission applications or transfers in respect of those dealings are
received on of before the Record Date at the place where the Register is kept.

KAZ must register registrable transmission applications or transfers in respect of those dealings which are

received on or before the Record Date at the place where the Register is kept provided that nething in this

clause s5{b) requires KAZ to register a transfer that would result in a KAZ Shareholder holding a parcel of KAZ

Shares that is less than a Marketable Parcel.

KAZ will not accept for registration or recognise for any purpese any fransmission application or transfer in

respect of KAZ Shares received after the Record Date {except a transfer to Telstra pursuant to this Scheme and

any subsequent transfer by Telstra, or its successors in title).

For the purpose of determining entitlements to the Scheme Consideration, KAZ will, until the Scheme

Consideration has been paid, maintain the Register in accordance with the foregoing provisions of this clause

5 and the Register in this form will solely determine entitlements to the Scheme Consideration.

KAZ must procure that on the Record Date, details of the names, registered addresses and holdings of KAZ

Shares of every Scheme Participant as shown in the Register at the Record Date are available to Telstra in

such form as Telstra may reasonably reqguire.

As from the Record Date (and other than for Telstra, or its successors in title), all share certificates and holding

statements for the KAZ Shares will cease to have effect as documents of title, and each entry on the Register

at that date will cease to have any effect other than as evidence of entitlement to the Scheme Consideration.

6. GENERAL SCHEME PROVISIONS

(a

(b)

(©)

(d)

Shauld the Court propose to approve the Scheme subject to any variations, alterations or conditions, KAZ
may, with the consent of Telstra, by its counsel or solicitor cansent an behalf of all persons concerned to those
variations, alterations or conditions to which Telstra has consented.

Where a notice, transfer, transmission application, direction or other communication referred fo in the
Scheme is sent by post to KAZ, it shall not be deemed to be received in the ordinary course of postor en a
date other than the date (if any) on which it is actually received at KAZ's registered office or at its

Share Registry.

The Scheme Participants agree to the transfer of their KAZ Shares to Telstra in accordance with the terms of
the Scheme.

The Scheme Participants are deemed to have warranted to Telstra, and appointed and authorised KAZ as their
attorney and agent to warrant to Telstra, that all theilr KAZ Shares (including any rights and entitlements
attaching to those shares) which are transferred to Telstra under the Scheme will, at the date of the transfer of
thetn to Telstra, be fully paid and free from all mortgages, charges, liens, encumbrances and interests of third
narties of any kind, whether legal or otherwise, and restrictions on transfer of any Ikind, and that they have full
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power and capacity to sell and to transfer their KAZ Shares together with any rights attaching to such shares,
KAZ undertakes in favour of each Scheme Participant that it will provide such warranty to Telstra on behalf of
the Scheme Participant.

{e) Telstra shall be beneficially entitled to the KAZ Shares {together with all rights and entitlements attached to
the KAZ Shares) transferred to it under the Scheme pending registration by KAZ of Telstra in the KAZ Register
as thie holder of the KAZ Shiares.

(f)  The Scheme Participants consent to KAZ doing all things necessary, expedient or incidental to the
implementation of the Scheme.

(g} KAZ will execute all documents and do all acts and things necessary for the implementation and performance
of ifs obligations under the Scheme.

{h) Upon the Scheme becoming Effective, each Scheme Participant, without the need for any further act,
irrevocably appoints KAZ and all of its directors and officers (Jointly and severally} as its attomey and
agent for the purpose of executing any document necessary or expedient to give effect to the Scheme
including without imitation:

(A} a praoper instrument of transfer of #s KAZ Shares for the purposes of Section 10718 of the
Corporations Act which may be a master transfer of all the KAZ Shares; and

{(B) anyinstrument appointing Telstra as sole proxy for or, where applicable, corporate representative
of each Scheme Participant as contemplated by clause 4{f).

iy  The proper law of the Scheme is the law of the State of New South Wales. The parties submit to the non-
exclusive jurisdiction of the courts exercising jurisdiction in New South Wales.
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10. Option Scheme of Arrangement

Pursuant to Section 411 of the Corporations Act

BETWEEN: KAZ GROUP LIMITED (ACN 002 124 405) (KAZ)
AND: THE HOLDERS OF OPTIONS IN KAZ GROUP LIMITED

1. DEFINITIONS AND INTERPRETATION

1.1 DEFINITIONS

ASIC means the Australian Securities and Investments Commission,

Business Day means a weelday on which trading banks are open for business in Sydney.

Corporations Act means the Corporations Act 2zo01 [Cth).

Court means a court of competent jurisdiction under the Corporations Act.

Deed Poll means the Deed Poll dated 28 May 2004 executed by Telstra in favour of KAZ Shareholders.

Effective means the coming into effect, pursuant to section 411{10) of the Corporations Act, of the order of the Court
made under section 411{4)(b) in relation to the Scheme.

Effective Date means the date on which the Scheme hecomes Effective.

End Date means 30 September 2004,

implementation Date means the Business Day immediately following the Record Date.

KAZ Shareholder means each person whe is registered in the Register as the holder of KAZ Shares.

KAZ Shares means fully paid ordinary shares in KAZ,

Merger Implementation Agreement means the Merger lmplementation Agreement dated 6 April 2004 between KAZ
and Telstra relating to the implementation of the Transaction.

Option means an option granted by KAZ to acquire a KAZ Share, subject to the terms upon which the option was
granted.

Option Holder means each person who is registered in the register of option holders of KAZ as the holder of an
Option at the Record Date.

Ordinary Schemie means the scheme of arrangement between KAZ and KAZ Shareholders.

Record Date means 5.00 pm on the fifth Business Day following the Effective Date, or such earlier date as the
parties may agree in writing.

Register of Option Holders means the KAZ register of option helders.

Scheme means this scheme of arrangement, subject to any alterations or conditions made or required by the Court
pursuant to Section 411(6) of the Corporations Act.
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Scheme Consideration means for each Option held at the Record Date, the offer price set out in the last column of

the following table:

: {Beptmn type

| Empioyee {:}p&mns issued on
' ﬂﬂt {1ran{:ne 2):

Finat {Tranache 3

- BExecutive Options jssued on 430,596
Einat {1ranme 2 :

Ex&catwe Opions 155%1&& ot 547 0652

Fioat {Wanache 3

Emp oyes Options |Bsu9d o 1,625,678

erzke pa’me

| §0.766

180472006 50166 | $0.265

Aﬂmma C}pftmms FY 2130‘9

EG.jGIDIG

_ ect@rﬁﬁmp ﬂyee Opﬁﬂns P 840,000
{prospectus}
Mon-Execudive Dirsctor 1,800,000

Dp}tsons ;pmspeﬂuaj

Change Man,agemem .
Amussﬁmn Gpﬁgﬂnﬁ (franche 3}:

Change Management 2??,500

Amussnmﬁ Cpfions (taram:he

| Change Management 2001 240,000
Encentwe Dpﬂ.mns
Chaﬁg@ Management 2&]@2 243 030

Irentive Dpﬁe:um;

| Change Man,agemem 2002 | 240,080

Inmentive Replacement
{rptions

: 45 000

: 043}439}2@@4

: ﬁEﬁﬁBﬁZ@Gd | %0570

GIZJBBJ‘ 2[3(35- 50.570 $3.085

_ 03/09:2004 - $0.790 | $0.010
090312006 $0.168 - $0.285
- 0i/10/2004 50166 w 245

| 01/04/2005

- 1B/08/2005

| 18/0812005

Scheme Creditors means each person who is registered in the Register of Option Holders as the holder of Options

at the Record Date.

Scheme Meeting means the meeting to be convened by the Court pursuant to Section 411{1) of the Corporations Act.
Second Court Date means the first day of the Second Court Hearing.
Second Court Hearing means the hearing of the application made to the Court for an order pursuant to section

411{4)b) of the Corporations Act approving the Scheme.

Share Registry means person{s} operating the KAZ register of members.
Telstra means Telstra Corporation Limited (ACN o5t 775 556} and, other than in relation to a payment obligation, if
reasonably requested by Telstra in writing to KAZ, shall be taken to be references to Telstra's nominee, Telstra

Services Solutions Holdings Limited (ACN oyg 750 315}

Transaction means the acquisition by Telstra of all of the KAZ Shares held by Scheme Participants by means of the

Scheme.
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1.2 INTERPRETATION
Headings are far convenience only and do not affect interpretation. The following rules of interpretation apply
unless the context requires otherwise.

(@) The singular includes the plural and conversely.

{b) A gender includes all genders.

() Where a word or phrase is defined, its other grammatical forms have a corresponding meaning.

{(d)  Avreference to a person includes a body corporate, an unincorporated body ot other entity and conversely.

{e) A reference to a clause or schedule is to a clause of or schedule to this Scheme.

f)l  Areference to any agreement or document is to that agreement or document as amended, novated,
supplemented, varied or replaced from time to time, except to the extent prohibited by that other agreement
of document.

{g}  Avreference to any legislation or te any provision of any legislation ncludes any medification or re-enactment
of it, any legislative provision substituted for it and all regulations and statutory instruments fssted undet i,

(k) Mentioning anything after include, includes or including does not limit what else might be included.

(i Areference to dottars or § is to Australian currency.

(i Areference to a particular time of day shall be a reference to that time in Sydney.

()} A word or expression to which a meaning is attributed in the Corporations Act shall bear that meaning.

1.3 BUSINESS DAY

Except whiere otherwise expressly provided, where the day on which any act, matter or thing is to be done is a day
other than a Business Day, such act matter or thing shall be done on the immediately succeeding Business Day.

2. PRELIMINARY

(@
(b)
(©
(d)

(e)

KAZ is a public company registered in New South Wales and s a company limited by shares.

As at 20 May 2004, 7,738,236 Options were on issue.

Telstra is a public company registered in Victoria and is a company limited by shares.

if the Schetne becomes Effective then:

iy  Scheme Creditors will have their Options cancelled; and

(i}  in consideration of the cancellation of each Option Telstra will pay the Scheme Consideration in
accotdance with the provisions of this Scheme.

Telstra has entered into a Deed Poll in favour of KAZ Shareholders pursuant fo which # has covenanted to pay
the Scheme Censideration in accordance with the terms of the Deed Poil.

3. CONDITIONS PRECEDENT TO AND EFFECTIVENESS OF THE SCHEME

3.1 CONDITIONS PRECEDENT
The Scheme is conditional upon:

(a

(b)

{c)

all of the conditions set out in clause 1.1 of the Merger Implementation Agreement having been satisfied or
having been waived in accordance with the terms of the Merger Implementation Agreement prior to 6.00pm
on the day prior to the Second Court Date; and

the Ordinary Scheme becoming tffective, provided that this condition may be waived in whole or in part by
Telstra in its absolute discretion by notice in writing given to KAZ within 5 Business Days of the date on which
the Ordinary Scheme is rejected by the Ordinary Scheme Participants; and

all necessary appravals under Section 411{4} of the Corporations Act.
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3.2 SATISFACTION OF CONDITIONS

(@) The fulfilment of clause 3 is a condition precedent to the operation of the provisions of clause 4 of
the Scheme.

(b} KAZ and Telstra shall provide to the Court at the Second Court Hearing a certificate confirming whether or not
all the conditions precedent in the Merger Implementation Agreement and this Scheme have been satisfied
or waived.

{c}  The Scheme will lapse and be of no further force or effect if the Effective Date has not occurred on or before
the End Date or such later date as KAZ and Telstra may agree in writing.

4. THE SCHEME

(@) Assoon as practical following approval of the Scheme by the Court in accordance with Section 411(4)(b) of the
Corporations Act, and in any event by no later than 10.00 am on the Business Day following that approval, KAZ
will todge with ASIC an office copy of the Court order under Section 411{10) of the Corporations Act approving
the Scheme. The Court order is taken to have effect on and from the time and date specified in that order,

(b)  On the implementation Date, the debts and claims evidenced by the Options and all of the rights and

obligations pertaining to the Options shall be cancelled by KAZ and extinguished and thereupon each Scheme
Creditor will become entitled to his or hier Scheme Consideration.

5. GENERAL SCHEME PROVISIONS

EY)

(b)

(©)
(d)

(e)

4

@

()

Shoutld the Court propose to approve the Scheme subject to any variations, alterations or conditions, KAZ
may, with the consent of Telstra, by its counsel or solicitor cansent an behalf of all persons concerned to those
variations, alterations or conditions to which Telstra has consented.

Where a notice, transfer, transmission application, direction or other communication referred fo in the
Scheme is sent by post to KAZ, it shall not be deemed to be received in the ordinary course of postoron a
date other than the date (if any) on which it is actually received at KAZ's registered office or at its

Share Registry.

The Scheme Creditors agree to the cancellation of their Options in accordance with the terms of the Scheme.
The Schieme Creditors consent o KAZ doing all things necessary, expedient of incidental to the
implementation of the Scheme.

KAZ will execute all documents and do all acts and things necessary for the implementation and performance
of its obligations under the Scheme.

Each Scheme Creditor, without the need for any further act, irrevocably appoints KAZ and all of its directors
and officers {jointly and severally) as its attorney and agent for the purpose of executing any document
necessary or expedient to give effect to the Scheme.

From the Effective Date, Options shall not be capable of being exercised, notwithstanding any term upon
which the Option was granted.

KAZ will not accept for registration or recognise for any purpese any fransmission application or transfer in
respect of Options received after the Effective Date.

The proper law of the Scheme is the law of the State of New South Wales. The parties submit to the non-
exclusive jurisdiction of the courts exercising jurisdiction in New South Wales.
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11. Glossary of Terms

in this Information Memorandum, unless the context otherwise requires:

ASIC

ASX

ASX Business Rules
BPO

Business Day
CHESS

Company
Conditions Precedent

Carporations Act
Court
Deed Poil

Deloitte Corporate Finance
Director
Effective

Effective Date

End Date

Explanatory Statement

T

implementation Date
independent Expert
independent Expert's

Report

information Memorandum
KAZ

KAZ Shareholder

KAZ Shares
KAZ Share Registry

means the Australian Securities and investments Commission.

means Australian Stock Exchange Limited (ABN 98 008 624 601}

means the Business Rules of the ASX.

means Business Process Outsourcing.

means a week day on which trading barks are open for business in Sydney.
means the clearing house electronic sub-register system of share transfers operated
by the ASX Settlement and Transfer Corporation Limited.

means KAZ.

means the conditions precedent specified in clause 3.1 of the

Merger Implementation Agreement.

means the Corporations Act 2001 (Cth).

means the Federal Court of Australia.

means the Deed Poll dated 28 May 2004 executed by Telstra in favour of KAZ
Shareholders and Option Holders covenanting to pay the Scheme Consideration.
means Deloitte Corporate Finance Pty Limited (ACN 003 833 127).

means a divector of KAZ.

means, when used in relation to & Scheme, the coming into effect, pursuant to
subsection 411{10} of the Corporations Act, of the order of the Court made under
paragraph 411{4)(b) of the Corporations Act in relation to that Scheme.

means, when used in relation to g Scheme, the date on which an office copy of a Court
order under section 411 of the Corporations Act approving that Scheme is lodged
with ASIC.

means 30 September 2004 ot such other date as may be agreed between

KAZ and Telstra.

means the explanatory statement of KAZ issued pursuant to section 412 of the
Corporations Act which is included as section 4 of this information Memorandum and
which has been registered by ASIC.

means Information, Cotmunications and Technology.

means the Business Day immediately following the Record Date.

means Deloitte Corporate Finance.

means the report of the Independent Expert concerning the Schemes set out in
section 6.

means this information memaerandum, providing information to assist KAZ
Shareholders and Option Holders in deciding how to vote on the Schemes,
means KAZ Group Limited (ACN 002 124 405} of Level 10,

59 Goulburn Street, Sydney, New South Wales.

means each person who is registered in the Register as the holder of a

KAZ Share from thne to time.

means fully paid ordinary shares in the capital of KAZ.

means the KAZ Share Registry, Computershare investor Services Pty Limited,
GPO Box 242, Melbourne, Victoria 8o6o.
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Listing Rules
Marketable Parcel

Merger implermentation
Agreement

Notice of Option Scheme
Meeting

Notice of Ordinary Scheme
Meeting

Option
Option Holder
Option Plans

QOption Scheme

Option Scheme
Consideration

Option Scheme Meeting

Option Scheme Participant
Ordinary Scheme

Ordinary Scheme
Consideration

Ordinary Scheme Meeting

Ordinary Scheme
Participant

Record Date

Register

Scheme Consideration
Schemes

Scheme Meetings
Scheme Participants
Second Court Date

Share Plan

means the listing rules of the ASX.

has the meaning give to that term in the ASX Market Rules.

means the Merger Implementation Agreement dated 6 April 2004 between KAZ and
Telstra relating to the implementation of the Schemes, a copy of which is contained in
section 7 of this Information Memorandum.

means the notice of Scheme Meeting of Option Holders enclosed with this
information Memorandum.

means the notice of Scheme Meeting of KAZ Shareholders enclosed with this
Information Memotrandum.

means an option granted by KAZ to acquire a KAZ Share, subject to the terms upon
whiich the option was granted.

means each person who is registered in the register of option holders of KAZ as the
hotder of an Qptien from time to time.

means the KAZ Group Limited Employee Share Option Plan and the

KAZ Computer Services Limited Executive Share Option Plan.

means the scherme of arrangement between KAZ and the Option Scheme Participants
set out in section 10, subject to any alterations or conditions made or required by the
Court pursuant to section 411{6) of the Corporations Act.

has the meaning given in the Option Scheme, as set out in section to.

means the meeting of Option Holders to be convened by the Court pursuant to

section 411(1) of the Corporations Act.

means each person who is an Option Holder as at the Record Date.

means the scheme of arrangement between KAZ and the Ordinary Scheme Participants
set out in section 9, subject to any alterations or conditions made or required by the
Court pursuant to section 411{6) of the Corporations Act.

means $0.40 cash in respect of each KAZ Share.

means the meeting of KAZ Shareholders to be convened by the Court pursuant to
section 411{1) of the Corporations Act.
means each person who is a KAZ Shareholder as af the Record Date.

means 5.00 pm on the fifth Business Day following the Effective Date, or such earlier
date as KAZ and Telstra may agree in writing.

means the KAZ register of members.

means the Ordinary Scheme Consideration and the Option Scheme Consideration.
means the Ordinary Scheme and Option Scheme.

means the Ordinary Scheme Meeting and the Option Scheme Meeting.

means the Ordinary Scheme Participants and the Option Scheme Participants.

whien used in relation to a Scheme, means the day on which the Court makes an order
purstant to section 411{4){b} of the Corporations Act approving the Scheme.

means the KAZ Group Limited Executive Share Acquisition Plan or the KAZ Group
Limited Employee Share Participation Plan.
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Telstra

Telstra Group

Telstra Services Solutions
Holdings

Telstra Shares
Transaction

means Telstra Corporation Limited {ACN os1 775 556).
means Telstra and each of its subsidiaries.
means Telstra Services Solutions Holdings Limited {ACN 079 750 315},

means fully paid ordinary shares of Telstra.
means the acquisition by Telstra of all of the KAZ Shares and the cancellation of all of
the Options by means of the Schemes.
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