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Notice of meeting and
explanatory statement

Mnemon Limited
ACN 125 736 914

Date: 31 October 2014

Time: 8.30am (Sydney time)

Location:  Minter Ellison
Level 19, Aurora Place, 88 Phillip Street,
Sydney NSW 2000

The MNZ Directors unanimously recommend that MNZ Shareholders who are
not excluded from voting, vote in favour of all Resolutions at the Meeting.

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. YOU SHOULD
READ THE DOCUMENT IN ITS ENTIRETY BEFORE YOU DECIDE WHETHER OR NOT TO VOTE IN
FAVOUR OF THE RESOLUTIONS. IF YOU ARE IN DOUBT AS TO WHAT YOU SHOULD DO, YOU
SHOULD CONSULT YOUR LEGAL, FINANCIAL OR OTHER PROFESSIONAL ADVISER.

If, after reading this document, you have any questions, please contact MNZ for more information or
alternatively seek independent professional advice on any aspects of which you are not certain.

If you have recently sold all of your MNZ Shares, please disregard this document.




Important Notices

General
This Notice of Meeting and Explanatory Statememaited 29 September 2014.

This document is important. The Explanatory Stateinprovides additional information on matters¢o b
considered at the Meeting and forms part of theddaif Meeting. You should read it in its entirety
before making a decision on how to vote on the Ré&isas to be considered at the Meeting.

A proxy form for the Meeting is also enclosed.

If you are in doubt as to what you should do, yeoutd consult your legal, financial or other prciesal
adviser.

Interpretation

Capitalised terms used in the Notice of Meeting Brplanatory Statement are defined in the Glosatary
the end of this document, or where the relevam isrfirst used.

The documents reproduced in this Notice of Meetindg Explanatory Statement may have their own
defined terms, which are sometimes different fropse in the Glossary.

All numbers are rounded unless otherwise indicated.
A reference to $ and cents is to Australian curyenoless otherwise stated.

All times referred to in this Notice of Meeting aBdplanatory Statement are references to the time i
Sydney, Australia, unless otherwise stated.

A reference to a Section is to a section in thel&atory Statement, unless otherwise stated.
Responsibility for information

The information concerning MNZ contained in thigpanatory Statement (except for the Investigating
Accountant's Report) including financial informatiand information as to the opinions and decisains
the MNZ Directors has been prepared by MINENZ Information ) and is the responsibility of MNZ.
Neither Grays nor any of its related entities, ctives, officers, employees, contractors, adviseegents
assumes any responsibility for the accuracy or ¢et@pess or reliability of any MNZ Information.

The information concerning Grays contained in:
. the letter from the MNZ Chairman;

. the sub-sections headddformation about the Grays Capital Raising’ in t8et1 headed
"Important Information about the Transaction";

. Sections 3.1(a) to (g) inclusive, 4, 6, 7 and 9,

of this Explanatory Statement, including finana@rdbrmation and information as to the opinions and
decisions of the Grays Directors has been predarégrays Grays Information) and is the
responsibility of Grays. Neither MNZ nor any o related entities, directors, officers, employees,
contractors, advisers or agents assumes any regionfor the accuracy or completeness or relidpi
of any Grays Information.

The information concerning the Combined Group doetin this Explanatory Statement, including
information concerning the Combined Group contaiimed

. the Investment Overview in Section 2;

. the benefits of the Transaction in Sections 3.tq4g) inclusive;

Notice of meeting and explanatory statement | page 2




. the Industry Overview in Section 4; and
. and the risk factors in Section 9,

has been prepared by MNZ based on the Grays Infarmand is the responsibility of MNZ except to
the extent it is based on the Grays Informatioritidr Grays nor any of its related entities, dives;
officers, employees, contractors, advisers or agesgumes any responsibility for the accuracy or
completeness or reliability of any of the infornaaiticoncerning the Combined Group except to thenéxte
it is based on the Grays Information.

McGrathNicol Transaction Advisory Pty Ltd has pregghthe Investigating Accountant's Report and has
given, and has not withdrawn, as at the date sfElplanatory Statement, its written consent to the
inclusion of the Investigating Accountant's Repartg the references to that report, in the form and
context in which they are included in this ExplamgtStatement. McGrathNicol Transaction Advisory
Pty Ltd takes responsibility for that report buhis responsible for any other information contdine
within this Explanatory Statement. Neither MNZags nor any of their respective related entities,
directors, officers, employees, contractors, adsise agents assumes any responsibility for tharacg

or completeness or reliability of the Investigaticcountant's Report. MNZ Shareholders should read
the Investigating Accountant's Report carefullptalerstand the scope of the report, the methodalbgy
the assessment, the sources of information andsemptions made.

Neither MNZ nor Grays accepts responsibility foy @nrors, omissions or misstatements in the
Explanatory Statement that are attributable toreyrmmissions or misstatements in publicly avadabl
information or third party sources or otherwiseeitNer MNZ nor Grays, subject to the Corporatioms, A
makes any representation or warranty, expressrdd) as to the accuracy or completeness of such
information.

ASIC and ASX

Neither ASIC, ASX nor any of their respective offis takes any responsibility for the contents isf th
document.

Forward looking statements

Some of the statements appearing in this documanth® in the nature of forward looking statements.
Actual events or results may differ materially fréime events or results expressed or implied in any
forward looking statement and such deviations ath hormal and to be expected.

None of MNZ, Grays, or any of their respective adfis, or any person named in this document or
involved in the preparation of this document, makg representation or warranty (either express or
implied) as to the accuracy or likelihood of fulfiént of any forward looking statement, or any esemt
results expressed or implied in any forward loolgtetement, and you are cautioned not to placeaundu
reliance on those statements.

The forward looking statements in this documerieotfviews held only as at the date of this documen
Neither MNZ nor Grays has an obligation to dissextérafter the date of this document any updates or
revisions to any such statements to reflect anp@han expectations in relation to those statemants
any change in events, conditions or circumstanoneshoch any of those statements are based unless
required to do so under the Corporations Act toatg@or correct this document or pursuant to MNZ's
continuous disclosure obligations under the ASXihgsRules and the Corporations Act.

Privacy and personal information

MNZ is required to collect personal information abgou to implement the Transaction. That personal
information may include your name, contact detarld details of your holding, together with contact
details of individuals appointed as proxies, repnégtives of bodies corporate or attorneys at the
Meeting. The collection of some of this informatis required or authorised by the Corporations Act
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If you are an individual, you have certain righdsatcess the personal information collected abouwt y
You may contact the MNZ Share Registry if you wistexercise those rights. The information may be
disclosed to MNZ, Grays and their respective relldtedies corporate and advisers, print and maticer
providers, share registries, securities brokersagnydother service provider to the extent necedsary
implement the Transaction.

If the information outlined above is not collectdiNZ and Grays may be hindered in, or prevented
from, conducting the Meeting or implementing tharigaction effectively, or at all. If you appoint a
individual as your proxy, corporate representativattorney to vote at the Meeting you should infor
that individual of the matters outlined above.

No financial product advice

This document is not financial product or investiraivice nor is it a recommendation in respechef t
MNZ Shares. It has been prepared without takitg account the objectives, financial situation eeds

of MNZ Shareholders or other persons. Before diegidow to vote or act, MNZ Shareholders and other
persons should consider the appropriateness ahfibrenation having regard to their own objectives,
financial situation and needs, and seek legalfitaxafinancial and other advice appropriate tdrthe
jurisdiction and circumstances. MNZ is not licethée provide financial product advice in respect of
MNZ Shares.

Financial information presentation

Investors should be aware that certain financitd d@&luded in this Explanatory Statementien-IFRS
financial information’ under Regulatory Guide 23&8&osing non-IFRS financial information, published
by ASIC. MNZ believes this non-IFRS financial infeation provides useful information to users in
measuring the financial performance and conditadfrthe Combined Group. The non-IFRS measures do
not have standardised meanings prescribed by Aastraccounting Standards and therefore, may not be
comparable to similarly titted measures presentedtber entities, nor should they be construedas a
alternative to other financial measures determinextcordance with Australian Accounting Standards.
Investors are cautioned, therefore, not to plackiameliance on any non-IFRS financial informaitaomal
ratios included in this Explanatory Statement.
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MNZ Directors’ Recommendation

The MNZ Directors unanimously recommend that MNZ Shareholders who are not
excluded from voting, vote in favour of all Resolutions at the Meeting.

Each MNZ Director intends to vote his or her MNZ Shares in favour of each of the
Resolutions proposed at the Meeting, to the extent that he or she is not excluded
from voting in favour of that Resolution.

Reasons to vote in favour

Creates a significant listed ‘pure play’ e-commerce retail group, bringing
together recognised e-commerce brands in DealsDirect, TopBuy,
GraysOnline and OO.com.au.

Establishes a growth platform in the online market.

Enhanced scale, listed status and improved financial position of the
Combined Group give the Combined Group potential to be an aggregator in
the consolidating B2B and B2C online markets.

Enhanced product category coverage associated with combining a portfolio
of recognised and complementary brands, and provides opportunity to better
exploit combined customer bases.

Potential to realise cost and revenue synergies over time.

Potential to benefit from economies of scale across a range of supply-chain
and back-office infrastructure.

Skilled and experienced Board and management team.

Reasons to vote against

Despite the unanimous recommendation of the MNZ Directors, you may take
a different view and may believe that the Transaction is not in your best
interests.

The Transaction will result in MNZ Shareholders having significantly smaller
percentage voting interests in the Combined Group than their current
percentage voting interests in MNZ. This will give MNZ Shareholders,
collectively, less influence over the future direction of the Combined Group.

You may wish to maintain an investment in MNZ as a stand-alone entity in
order to have an investment in a publicly listed company with the specific
characteristics of MNZ such as industry, operational profile, size and

geography.
There will be risks inherent in an investment in the Combined Group and you

may consider that these risks outweigh the potential advantages of the
Transaction. See Section 9 for more information on significant risk factors.

You may believe that there is the possibility of a superior proposal emerging
for MNZ in the future.
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Table of contents and key dates

Table of contents

Section 1

Section 2

Section 3

Section 4

Section 5

Section 6
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Section 8

Section 9
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Section 11

Key dates

Letter from the MNZ Chairman

What to do now and how to vote
Important information about the Transaction
Investment overview

Rationale for Transaction

Industry overview

Information about MNZ

Information about Grays

Information about the Combined Group
Financial information

Risk Factors

Investigating Accountant's Report
Additional Information

Notice of Meeting

Glossary

Date of this Notice of Meeting and Explanatory Statement

Time and date for determining eligibility to vote at the Meeting

Proxy form to be received by MNZ no later than

Time and date of the Meeting

Last date for Grays Shareholders to accept MNZ Offer

Completion of MNZ Offer

11
23
31
38
45
51
73
93
118
127
134
146

150

29 September 2014

7.00pm on 29 October 2014
8.30am on 29 October 2014
8.30am on 31 October 2014
6 November 2014

7 November 2014

All times set out above are Sydney time. The above dates are indicative only and are subject to change.
Any changes to the above timetable will be announced through the ASX companies announcement
platform and MNZ’s website at www.mnemon.com.au.
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Letter from the MNZ Chairman

29 September 2014
Dear shareholder,

On 5 August 2014, Mnemon LimiteM{Z ) announced that it had agreed to a merger witlysSpaust)
Holdings Pty Ltd Grays) that, if completed, would see MNZ acquire 100%haf shares in Grays
through a scrip-for-scrip offer to Grays Sharehdd@ransaction).

MNZ Shareholders are being asked to pass certasaléR®ns set out in this Notice of Meeting thag ar
necessary under the ASX Listing Rules in ordetterTransaction proceed.

With experience in the e-commerce sector spannieg 15 years, Grays has a market leading position i
B2B online auctions, specialising in the salenofustrial and commercial assets, as well as a raicge

of quality consumer goods. The Transaction withiptogether the Grays business with MNZ's existing
recognised e-commerce brands, including Deals Déned TopBuy, resulting in a combined group with
aggregated Invoiced Sales of over $495 million, aggregated net operating revenue of $122.4 millio
in the 2014 financial year. It is proposed that @ombined Group will be renamé&drays eCommerce
Group'.

Under the Transaction, MNZ will acquire all of teguity securities in the capital of Grays in exdm®n
for the issue of 73.2 million new MNZ Shares to ¥ar&hareholders. Following the issue of these 73.2
million new MNZ Shares, Grays Shareholders willchiol aggregate approximately 77.9% of the
enlarged share capital of MNZ.

In addition, any Grays Shareholder who holds, enddite that is 12 months after completion of the
Transaction, that number of MNZ Shares that idess than 75% of their new MNZ Shares issued on
completion of the Transaction (excluding any MNZ&4s they hold prior to completion) will be issued
one additional MNZ Share for every two MNZ Shareklh

After completion of the Transaction, it is expectiadt the largest MNZ Shareholder will be Caledpnia
who (together with its associates) will hold ldsart 20% of the MNZ Shares on issue. Other Grays
Shareholders will not hold their new MNZ Shares @sllective.

Completion of the Transaction is conditional onpainother things, MNZ Shareholders approving the
Merger Resolutions set out in this Notice of Megtamd Grays completing a capital raising for nesle
than $13.2 million in cash.

The acquisition of Grays represents a significliainge in the scale of MNZ's activities. Under &&&X
Listing Rules, ASX has confirmed that MNZ is reeuirto satisfy the provisions of Chapters 1 and 2 of
the ASX Listing Rules as if re-applying for admasito the Official List of the ASX. ASX has also
confirmed that MNZ must issue a prospectus lodgitll ASIC as part of satisfying the provisions of
Chapters 1 and 2 of the ASX Listing Rules. In ortdesatisfy these requirements of ASX, this Nobte
Meeting and Explanatory Statement has been prepatiec prospectus-standard level of disclosure.

Further detailed information about the Resolutiand the Transaction are set out in the enclosed
Explanatory Statement. On behalf of the MNZ Dioest | urge you to read the full contents of the
accompanying documents carefully and participateénvoting process.

If you have any questions or queries about thisgsaif Meeting and Explanatory Statement or the
Transaction, please contact MNZ for more informato alternatively seek independent professional
advice on any aspects of which you are not certain.
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If you have any queries regarding your holding d&IShares or other MNZ Share Registry matters,
please contact Computershare Investor Servicekifited on 1300 850 505 (for callers within
Australia) or +61 3 9415 4000 (for callers outsidestralia).

Yours sincerely

Naseema Sparks
Chairman
Mnemon Limited
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What to do now

1. Carefully read this document

MNZ Shareholders are being asked to pass certaoli&®R@ns set out in this Notice of Meeting that ar
necessary under the ASX Listing Rules in ordettierTransaction proceed.

This document sets out the details of the Transaend provides MNZ Shareholders with the necessary
information to assist them in deciding how to voitethe Resolutions to be considered at the Meeting.
This information is important.

You should read this document carefully, and ireitirety, before making a decision as to how tie \at
the Meeting.

2. Seek further information if required

If you have any queries about any matter contaimekis document please contact MNZ for more
information or alternatively seek independent pssfenal advice on any aspects of which you are not
certain.

How to vote

1. Vote in person

To vote in person, attend the Meeting at 8.30andi{8y time) on 31 October 2014 at Minter Ellison,
Level 19, Aurora Place, 88 Phillip Street, Sydne&sviN2000.

2. Vote by proxy

If you are not able to attend the Meeting, pleasaplete and sign the proxy form enclosed with the
Notice of Meeting as soon as possible.

To complete the proxy form, record your vote onghexy form in relation to each Resolution to be
considered at the Meeting as follows:

. if you wish to approve the Resolution, place a 10§ in the space provided under the word
‘FOR’ in respect of that Resolution

. if you do not wish to approve the Resolution, plaaoss (X), in the space provided under the
word ‘AGAINST’ in respect of that Resolution

. if you do not wish to vote in respect of the Resioly place a cross (X) in the space provided
under the wordABSTAIN’ in respect of that Resolution.

Once you have completed and signed the proxy ftirem you may lodge it, together with the power of
attorney or other authority (if any) under whiclisisigned or authenticated (or a certified comrebf),
prior to 8.30am (Sydney time) on 29 October 2014 ast in the reply paid envelope provided.

3. Vote by corporate representatives

Corporate MNZ Shareholders or proxies wishing tte\wy corporate representative should obtain an
appointment of corporate representative form froeNINZ Share Registry and complete and sign the
form in accordance with the corporate MNZ Shares&ddconstitution or by a duly authorised attorney.
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The corporate representative form and the powattofney or other authority (if any) under whiclsit
signed (or a certified copy thereof) must be resgilty MNZ before the start or resumption of the
meeting at which the representative is to votegpdmt in the reply paid envelope provided.

4. Vote through broker or nominees

If you hold your MNZ Shares through a broker or muee holder, you should contact them as soon as
possible to instruct them to vote on your behalf.
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1. Important information about the Transaction

This Section provides a summary only of importantiiformation about the Transaction and its
components, as well as information on how to vote the Meeting. This Section should be read
in conjunction with the entire Notice of Meeting am Explanatory Statement before you decide
how to vote on the Resolutions.

Information about the Transaction

Figure 1
Transaction overview Combined Group after completio
Existing MNZ New MNZ Existing MNZ
73.2 million c.78%! c.22%
100% MNZ shares 100%

plus Bonus
Shares MN Z (to be renamed

Grays (Aust) Holdings Mnemon Limited G"YZ :ﬁ;’gﬂme
Pty Limited (“MNZ")

Grays (Aust) DealsDirect
Holdings Pty Group Pty
Limited Limited

. TopB uy
D ealsDirect -
Pty Limited ‘“’"L't";' oy

1. Excluding Bonus MNZ Shares, on a fully diluted basis. If all Bonus MNZ Shares are fully issued, new MNZ
shareholders will own approximately 84% of the then fully diluted share capital. See Section 7.8 for more details.

What is the Transaction? The Transaction ultimately results in MNZ and Grayarging their
businesses, and Grays Shareholders becoming staehof
MNZ.

The Transaction will see MNZ acquire 100% of Graigsa scrip-
for-scrip offer to Grays Shareholders, significgticreasing the
market capitalisation of the Combined Group.

It is proposed that the Combined Group will be reed‘Grays
eCommerce Group’ and will bring together the Graylgt@ and
0OO0.com.au brand with MNZ'’s existing recognised enwerce
brands, Deals Direct and TopBuy.
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What are the components of the
Transaction?

The Transaction features a number of componergsn#in ones
being the Grays Capital Raising and the MNZ Offer.

. Grays Capital Raising Grays will seek to raise not less
than $13.2 million in cash by way of an issue of/rigrays
Shares. The Grays Capital Raising will be undeteniby
Caledonia. The Grays Capital Raising is being ta&en
by Grays so that the Combined Group can be apptepyi
funded. Only Grays Shareholders will participat¢he
Grays Capital Raising.

. MNZ Offer : MNZ will make an offer to Grays
Shareholders to acquire 100% of their Grays Shares
return for the issue of MNZ Shares, plus the righteceive
Bonus MNZ Shares subject to certain conditions.

What will happen to my MNZ Shares
if the Transaction proceeds?

Nothing will happen to the MNZ Shares held by ergtMNZ
Shareholders under the Transaction.

However, MNZ will issue New MNZ Shares to Grays &alders
under the Transaction.

See Section 7.8 for the dilutionary impact the Seantion will have
on existing MNZ Shareholders.

How will the structure of MNZ's
ownership change if the
Transaction proceeds?

Under the Transaction, approximately 73,244,952 NB\hares will
be issued to the Grays Shareholders.

As a result, after completion of the Transactibe, éxisting MNZ
Shareholders (who as at the date of this Explap&tatement
collectively own 100% of the MNZ Shares) will owppoximately
22.1% of the fully diluted issued share capitaMMZ prior to the
issue of the Bonus MNZ Shares, and approximatelgwass
15.9% of the fully diluted issued share capitaMMZ following
the issue of the Bonus MNZ Shares (assuming tleatdximum
number of Bonus MNZ Shares are issued).

This will mean that MNZ will no longer be contradldy the
current MNZ Shareholders, collectively, as thoseent MNZ
Shareholders will collectively hold less than a ondy interest in
MNZ.

After completion of the Transaction, it is expectiedt the largest
MNZ Shareholder will be Caledonia, who (togethethvitis
associates) will hold less than 20% of the MNZ $kam issue.
Other Grays Shareholders will not hold their newZ&/8hares as a
collective.

Will MNZ remain listed on the ASX if
the Transaction proceeds?

Yes, subject to the issue of the Prospectus and’'Mi¢Z
compliance with the admission requirements of AsSXspant to
Chapters 1 & 2 of the ASX Listing Rules, MNZ wiémain listed
on the ASX after completion of the Transaction.
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What are the conditions to the
Transaction?

Completion of the Transaction occurs when the MNO
completes. Completion of the MNZ Offer is subjecMNZ
Shareholders passing the Merger Resolutions dfidsting, and
the Merger Implementation Agreement not being teatad.

The Merger Implementation Agreement may be terreh#tthe
following conditions are not satisfied or waived:

. Each of the MNZ Board and the Grays Board contigitiin
unanimously endorse the Transaction.

. Grays raising not less than $13.2 million in caster the
Grays Capital Raising.

. On completion of the Transaction (which is 12 marhior
to the issue of any Bonus MNZ Shares), the aggeegat
number of MNZ Shares issued to Grays Sharehold#rs n
being more than 77.92% of the total number of MNArEs
on issue immediately after completion (on a fulitegd
basis).

. No material adverse change occurring to MNZ or Gray

See Section 11.2 for a summary of the key termscanditions of
the Merger Implementation Agreement.

What will happen if the Transaction
does not proceed?

If the Merger Resolutions are not passed by MNZr&tnalders, or
the other conditions are not satisfied or waivhd, Transaction will
not proceed.

If the Transaction does not proceed, MNZ will ncgjaire any
Grays Shares and no new MNZ Shares will be issu&rays
Shareholders.

In those circumstances, the MNZ Board intends tdinae to focus
on the operation and growth of MNZ's existing besises.

What is the Merger Implementation
Agreement?

The Merger Implementation Agreement was signed tay&and
MNZ on 5 August 2014. It sets out MNZ's and Gragkligations
in connection with the implementation of the Trastge. See
Section 11.2 for a summary of the key terms andlitions of the
Merger Implementation Agreement.

Transaction Highlights

Reasons to vote in favour of the
Transaction

The reasons why you might vote in favour of thenBextion
include:

. Creates a significant listégure play’ e-commerce retail
group, bringing together recognised e-commercedsran
DealsDirect, TopBuy, GraysOnline and OO.com.au.

. Establishes a growth platform in the online market.

. Enhanced scale, listed status and improved financia
position of the Combined Group give the Combinedupr
potential to be an aggregator in the consolidaB&8 and
B2C online markets.
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Enhanced product category coverage associated with
combining a portfolio of recognised and complementa
brands, and provides opportunity to better exmlorhbined
customer bases.

Potential to realise cost and revenue synergiestioue.

Potential to benefit from economies of scale aceosnge
of supply-chain and back-office infrastructure.

Skilled and experienced Board and management team.

See Section 3.2 for more detailed information orepiial benefits
of the Transaction and the Combined Group.

Potential reasons to vote against
the Transaction

The reasons why you might vote against the Tramsactclude:

Despite the unanimous recommendation of the MNZ
Directors, you may take a different view and malyeve
that the Transaction is not in your best interests.

The Transaction will result in MNZ Shareholders ingv
significantly smaller percentage voting interegtshie
Combined Group than their current percentage voting
interests in MNZ. This will give MNZ Shareholders,
collectively, less influence over the future direntof the
Combined Group.

You may wish to maintain an investment in MNZ as a
stand-alone entity in order to have an investmeat i
publicly listed company with the specific charaidges of
MNZ such as industry, operational profile, size and

geography.

There will be risks inherent in an investment ia th
Combined Group and you may consider that thess risk
outweigh the potential advantages of the Transactitee
Section 9 for more information on significant risictors.

You may believe that there is the possibility cfugerior
proposal emerging for MNZ in the future.

See Section 3.3 for more information on significasks and
potential disadvantages associated with the Tréinsaand the
Combined Group.

What is the MNZ Directors’
recommendation?

The MNZ Directors unanimously recommend that MNZ
Shareholders who are not excluded from voting, uofavour of
all Resolutions at the Meeting.

Each MNZ Director intends to vote his or her MNZag#s in
favour of each of the Resolutions proposed at teetig, to the
extent that he or she is not excluded from votmgavour of that
Resolution.
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Information about the MNZ Offer

What is the MNZ Offer?

The MNZ Offer is an offer made by MNZ to Grays SHaolders to
acquire 100% of their Grays Shares in return feriisue of new
MNZ Shares, plus the rights to receive Bonus MNAr8h subject
to certain conditions.

Who is Grays?

Grays is a leading onlirf@ure play’ retailer and auctioneer in
Australasia, with diversified sales operationsha Australian
online consumer auction and fixed price retail (82€d online
industrial auction (B2B) markets.

Grays, through its flagship website, graysonlinecs a
significant player in the Australian online markgdanning the
consumer auction and fixed price retail (B2C) ar@ldnline
industrial auction (B2B) market segments.

Grays operates in three segments of the Austrahéine market:

. Consumer auction retail (B2C) auctioning household
products to consumers with an emphasis on wine,
computers, white-goods, brown-goods and jewellery,
through its website graysonline.com;

. Fixed price retail (B2C): offering fixed-price consumer
sales with an emphasis on consumer electronicse lzom
garden, sporting goods and toys, primarily throigiixed
price department store, OO.com.au, and on certauiugts
offered on graysonline.com; and

. Industrial auction (B2B): mostly catering to business
customers, working closely with corporates, banid a
insolvency practitioners to auction fixed and melglant
and equipment, through its website graysonline.com.

The vast majority of Grays’ sales are through thetian model on
graysonline.com, with fewer sales through the figede model at
OO.com.au and on certain products offered on grdiysocom. In
the majority of cases, Grays acts as the ageritisfeendors when it
sells items.

Grays also provides valuation and workplace heaithsafety
consulting services to business customers.

Grays had $431 million in Invoiced Sales in the£@fancial year.
Please see Section 6 for more information abouy<Gra

Grays had net operating revenue of $96.5 millioth@2014
financial year. Please see Section 8.4 for histibfinancial
information about Grays.
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Why does MNZ wish to acquire The MNZ Directors and the Grays Directors belieat the

Grays? Transaction makes compelling strategic sense, sunptwo sets
of recognised e-commerce brands to create a signtfiisted pure
play’ e-commerce retail group.

See Section 3 for further information about thérstle for the
Transaction.

Who owns Grays now? Grays is a private company owned by 47 sharehqldeny of
whom are current or former employees of Grays.

Grays' largest shareholder is Caledonia, a priyaieined
Australian investment manager with an interestGry% of all
Grays Shares as at the date of this Explanatotgr8eant.

Will I be able to participate in the No, MNZ Shareholders cannot participate in the MDiZer. The
MNZ Offer? MNZ Offer relates only to the acquisition of Gre§isares and is
therefore open to Grays Shareholders only. It dog&volve
MNZ Shareholders.
What will Grays Shareholders On completion of the MNZ Offer, each Grays Shargaoiwill
receive under the MNZ Offer? receive 638 new MNZ Shares in consideration foh€aays Share

transferred to MNZ. In total, Grays Shareholdellsreceive
approximately 73,244,952 new MNZ Shares on conguetif the
MNZ Offer.

In addition, Grays Shareholders who hold, on tte tiaat is 12
months after the date of completion of the Trarisacthat number
of MNZ Shares that is not less than 75% of the remold MNZ
Shares issued to them on completion of the Traiesaggnoring
any MNZ Shares they hold prior to completion) Wil issued 1
additional‘bonus’ MNZ Share for every 2 MNZ Shares held.

Will new MNZ Shares issued under MNZ will apply to ASX for quotation of all MNZ Shas to be
the MNZ Offer be quoted on ASX? issued under the MNZ Offer.
What restrictions will apply to MNZ As a term of the MNZ Offer, every Grays Sharehold#irbe

Shares issued under the MNZ Offer? required to enter into an Escrow Deed under whiiely thay not
sell or transfer:

. 100% of the MNZ Shares issued to that Grays Shateho
under the MNZ Offer until one week following the
announcement by MNZ on ASX of its interim resutis the
half year ending 31 December 2014; and

. the remaining 50% of the MNZ Shares issued to@rays
Shareholder under the MNZ Offer until one weekdwaing
the announcement by MNZ on ASX of its full yearules
for the financial year ending 30 June 2015.

See Section 11.5 for a summary of the terms ofetessrow
arrangements.
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What is the implied value of the
consideration MNZ is offering to
acquire Grays under the MNZ Offer?

The implied value of the consideration that MNDfering to
acquire Grays under the MNZ Offer depends on theevaf the
MNZ Shares issued under the MNZ Offer, and thd taienber of
MNZ Shares (including Bonus MNZ Shares) that atienaitely
issued under the MNZ Offer.

For example, based on 73,244,952 MNZ Shares bssugd on
completion of the MNZ Offer and:

. the closing price of MNZ Shares on ASX on 1 Aug23t4
(being the last trading day prior to announceméthe
MNZ Offer) of $1.46, the implied value of the comsiation
that MNZ is offering to acquire Grays under the MN#er
is approximately$160 million (assuming the maximum
number of Bonus MNZ Shares are issued); or

. the closing price of MNZ Shares on ASX on 25 Sejem
2014 (being the last practicable trading day piagprinting
of this Explanatory Statement) of $1.375, the iegalue
of the consideration that MNZ is offering to acguisrays
under the MNZ Offer is approximately $151 million
(assuming the maximum number of Bonus MNZ Shares ar
issued).

Note that Bonus MNZ Shares will not be issued uhgldate that is
12 months after the date of completion of the Taatisn, and in
order to receive Bonus MNZ Shares each Grays Sblaehmust,
on the date that is 12 months after the date ofpbetion of the
Transaction, hold at least 75% of the number of N\ Shares
issued to them on completion of the Transaction.

When was the MNZ Offer made?

The MNZ Offer was made on or about 29 Septembed 20 will
apply to those Grays Shares that are on issue7a8Gdm (Sydney
time) on 31 October 2014 (that time being afterGnays Capital
Raising has completed).

What are the conditions to the MNZ
Offer taking effect?

The MNZ Offer is subject to MNZ Shareholders pagshe Merger
Resolutions at the Meeting, and to the Merger Imgletation
Agreement not being terminated.

See page 12 above and Section 11.2 for a summang &ky terms
and conditions of the Merger Implementation Agreeine

What is the maximum number of
MNZ Shares to be issued under the
MNZ Offer?

Under the MNZ Offer, Grays Shareholders will reegiw total,
approximately 73,244,952 new MNZ Shares on congietif the
Transaction.

In addition, if all Grays Shareholders are entitiedeceive the
maximum number of Bonus MNZ Shares, then up tda td
approximately 36,622,476 Bonus MNZ Shares willdsied to
those Grays Shareholders under the MNZ Offer onltiie that is
12 months after the date of completion of the Taatien.
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When will the MNZ Shares be issued
under the MNZ Offer?

If MNZ Shareholders pass the Merger ResolutiontbeaMeeting,
and the other conditions to the Transaction afefiat or waived,
the MNZ Offer is expected to complete, and the MBlares are
expected to be issued under the MNZ Offer, on 7dddser 2014.

Any Bonus MNZ Shares that are issued under the NDNEr will
be issued on the date that is 12 months afterdateaf completion
of the Transaction, which is expected to be 7 Ndw&m2015.

Does the Grays’ Board support the
MNZz Offer?

The Grays Board intends to unanimously recommeatiGinays
Shareholders accept the MNZ Offer in respect oGadlys Shares
held or controlled by them, in the absence of a&gapproposal
and subject to an independent expert concludingtieaViNZ
Offer is in the best interests of Grays Sharehslder

Will Grays’ key shareholders accept
the MNZ Offer?

Grays' largest shareholder, Caledonia, who hastenest in 26.7%
of all Grays Shares as at the date of this Exptap&tatement, has
confirmed that it intends to accept the MNZ Offeréspect of all
of the Grays Shares controlled by it, in the abseri@a superior
proposal and subject to an independent expert gdimg that the
MNZ Offer is in the best interests of Grays Shaleéis.

The Grays Directors, who in aggregate hold or abrit8.4% of all
Grays Shares as at the date of this Explanatotgr8émt, have
each confirmed that they intend to accept the MNi21Qn respect
of all of the Grays Shares held or controlled nthin the absence
of a superior proposal and subject to an indepédrelqrert
concluding that the MNZ Offer is in the best intseof Grays
Shareholders.

If necessary, MNZ intends to rely on the benefipaidvisions under
the Grays’ Shareholders Agreement, or compulsoguiaition
powers available to it under the Corporations Aotjer which, in
certain circumstances, minority Grays Shareholdés do not
accept the MNZ Offer can be compelled to transiesfaheir
Grays Shares to MNZ on the same terms as the MNt Qifr
otherwise at fair value in accordance with sec@64F of the
Corporations Act where MNZ relies on compulsoryasiiion
powers available to it under the Corporations Act).

Information about the Grays Capital Raising

What is the Grays Capital Raising?

The Grays Capital Raising is being made by Grays r@gjuirement
under the Transaction, so that the Combined Graupe
appropriately funded.

Grays expects to raise a total of $13.2 milliogash from the issue
of 26,169 Grays Shares under the Grays Capitalrigais

The Grays Capital Raising is underwritten by Catedoa privately
owned Australian investment manager with a subistieeisting
interest in Grays. Caledonia will not charge aftegoroviding this
underwrite.

The underwriting arrangement between Grays anddOale is
subject to a cap, so that Caledonia and its agssdild less than
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20% of the MNZ Shares on issue after completiothefMINZ
Offer. The Grays Capital Raising does not involvid&/or MNZ
Shareholders.

New Grays Shares that are issued under the GraytaCRaising
will then be eligible to participate in the MNZ @ff

How does the Grays Capital Raising
relate to the MNZ Offer?

The Grays Capital Raising is a component of theJaation that
will occur before the MNZ Offer is completed. d$tseparate to the
MNZ Offer itself.

The MNZ Offer will not complete, and the Transantiwill not be
implemented, unless the Grays Capital Raising sais¢ less than
$13.2 million in cash.

Will | be able to participate in the
Grays Capital Raising?

No, MNZ Shareholders cannot participate in the Gi@gpital
Raising. That offer relates only to Grays Sharesia open to
Grays Shareholders only. It does not involve MNANZ
Shareholders.

What are the conditions to the
Grays Capital Raising taking effect?

The Grays Capital Raising is conditional on the g§4emResolutions
being passed by MNZ Shareholders at the Meetinfjt@the
Merger Implementation Agreement not being termidate

See page 12 above and Section 11.2 for a summang &ky terms
and conditions of the Merger Implementation Agreeine

What will the proceeds of the Grays
Capital Raising be used for?

It is intended that the proceeds of the Grays @hpiaising will be
used to pay Transaction costs, repay, in-fulldabit under Grays’
debt facilities with the Commonwealth Bank of Aadix (other
than the guarantee facility), with the remaindénpevailable to
fund working capital requirements of the Combinedup. See
Section 7.9 for further detalils.

Information about MNZ Shareholder approvals require  d for the Transaction

Why is MNZ Shareholder approval
required for the Transaction?

The acquisition of Grays represents a significiainge in the scale
of MNZ's activities. ASX has confirmed that, und&8X Listing
Rule 11.1, MNZ is required to seek the approvaVidiZ
Shareholders for the Transaction. Resolution ksssech
approval.

Given that the number of new MNZ Shares and BonNZ Ighares
to be issued under the MNZ Offer is greater thanlth%o share
issue limit under the ASX Listing Rules, MNZ Shaokter
approval of the Transaction is also being soughdeuASX Listing
Rule 7.1. Resolutions 2 and 3 seek such approvals.

It is intended that on completion of the TransagtidNZ will be
renamed "Grays eCommerce Group Limited" to reflleetchange
in majority ownership and composition of the ConaairGroup.
Resolution 4 seeks approval for that name change.
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What am | being asked to vote on?

MNZ Shareholders are being asked to vote on fogoRé&ons
which provide the following approvals:

. Resolution I approval of the Transaction for all purposes,
including for the purposes of ASX Listing Rule 11.1

. Resolution 2 approval of the issue of new MNZ Shares
under the MNZ Offer for all purposes, including fbe
purposes of ASX Listing Rule 7.1.

. Resolution 3 approval of the issue of Bonus MNZ Shares
under the MNZ Offer for all purposes, including fbe
purposes of ASX Listing Rule 7.1.

. Resolution 4 approval of the change of MNZ's name to
"Grays eCommerce Group Limited" for all purposes,
including for the purposes of section 157 of the
Corporations Act.

How does the MNZ Board
recommend that | vote on each
Resolution?

The MNZ Directors unanimously recommend that MNZ
Shareholders who are not excluded from voting, uofavour of
each Resolution at the Meeting.

Each MNZ Director intends to vote his or her MNZag#s in
favour of each of the Resolutions proposed at teetig, to the
extent that he or she is not excluded from votmgavour of that
Resolution.

When and where will the Meeting be
held?

The Meeting will take place at 8.30am (Sydney time)31 October
2014 at the offices of Minter Ellison, Level 19, thva Place, 88
Phillip Street, Sydney NSW 2000.

What is the voting approval
thresholds for the Resolutions?

Resolutions 1, 2 and 3, being tiMerger Resolutions’, are each
ordinary resolutions, requiring simple majority apgal. This
means that more than 50% of the votes cast onafdbbse
Resolutions, respectively, by MNZ Shareholders ateeligible to
vote on that Resolution must be cast in favouhaf Resolution in
order for it to be passed.

Resolution 4 is a special resolution, meaning athétast 75% of the
votes cast on Resolution 4 by MNZ Shareholders arkceligible

to vote on Resolution 4 must be cast in favour egdtution 4 in
order for it to be passed.

See the Notice of Meeting for further information.
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Who is eligible to vote on the
Resolutions?

In accordance with the Corporations Regulatiores MiNZ Board
has determined that the MNZ Shareholders entideattend and

vote at the Meeting shall be those persons whoeaarded in the
Share Register at 7.00pm (Sydney time) on 29 OctebB4.

MNZ will disregard any votes cast on any of Redoha 1, 2 and 3
by:

. a person who may participate in the proposed ifksuging
part of the Transaction (i.e. a Grays Sharehalder)

. an associate of any of those persons.
No voting exclusions apply to Resolution 4.

See the Notice of Meeting for further information.

Why are the Resolutions 1, 2 and 3
inter-conditional?

Resolutions 1, 2 and 3 are each conditional on et being
passed. That is, the Transaction will not proagddss Resolutions
1, 2 and 3 are all passed. This is because @édessary for
Resolutions 1, 2 and 3 to be passed in order oiftansaction to
validly proceed.

Resolutions 1, 2 and 3 are not conditional on Retswi 4 being
passed because the Transaction can still validiggad if the name
change is not approved.

Why is Resolution 4 conditional on
Resolutions 1, 2 and 3 being
passed?

Resolution 4 is conditional on each other Resafulieing passed
because the name change contemplated by Resoluisoonly
required or relevant if the Transaction proceeds.

What happens if Resolution 4 is not
passed?

If Resolutions 1, 2 and 3 are each passed, butliRes04 is not
passed, then the Transaction will validly proceetithe head
company of the Combined Group will continue to b#ed
"Mnemon Limited". In that event, it is intendedhtithe Combined
Group will, to the extent possible, use the tradiage "Grays
eCommerce Group".

Is voting compulsory?

Voting is not compulsory. However, your vote igiontant.

If you cannot attend the Meeting to be held on 8loer 2014,
you are strongly encouraged to complete and reéhariproxy form
that is enclosed with the Notice of Meeting.

If you hold your MNZ Shares through a broker or tiroee holder,
you should contact them as soon as possible taugtshem to vote
on your behalf.

If you require any assistance in completing or indg/our proxy
form, please contact the MNZ Share Registry on BRID505 (for
callers within Australia) or +61 3 9415 4000 (fedlers outside
Australia), or contact your legal, financial or etlprofessional
advisor.
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Transaction timetable

What is the indicative timetable for Date of this Notice of Meeting 29 September 2014
the Transaction? and Explanatory Statement

Time and date for determining 7.00pm (Sydney time) on
eligibility to vote at the Meeting 29 October 2014

Proxy form to be received by  8.30am (Sydney time) on
MNZ no later than 29 October 2014

Results of Grays Capital Raisingl2.00pm on 30 October 2014
known

Time and date of the Meeting 8.30am (Sydney time) on
31 October 2014

Last date for Grays Shareholder§ November 2014
to accept MNZ Offer

Completion of MNZ Offer 7 November 2014
Further questions
Where can | find more information Please see Section 5 for information about MNZ.
,abom M_NZ’ including financial Please see Section 8.3 for historical financiariméation about
information?
MNZ.
What should | do if | have further If you have any queries about any matter contaiinelis
guestions about the Transaction? document please contact MNZ for more informatioaltgrnatively

seek independent professional advice on any aspeatsich you
are not certain.
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2. Investment overview

This Section highlights key information about MNZ,Grays and the Combined Group that will
exist after completion of the Transaction, and exglins where you can find more detailed
information about the Combined Group.

Topic

Summary For more information

What is the Combined
Group?

The Combined Group will be created on completiorSection 7.1.
of the Transaction as a result of the merger of the

businesses of MNZ and Grays. It is proposed tiet t

Combined Group will be named "Grays eCommerce

Group".

The Combined Group will have sales operations in
the Australian online consumer auction and fixed
price retail (B2C) and online industrial auctior2@®
markets.

The Combined Group will operate four websites,
graysonline.com, dealsdirect.com.au, topbuy.com.au
and OO.com.au.

In the online industrial auction (B2B) market, the
Combined Group will work closely with corporates,
banks and insolvency practitioners to auction fixed
and mobile plant and equipment, through the
graysonline.com website. It will also provide
valuation and workplace health and safety congyltin
services to business customers under the Grays Asse
Services brand.

In the consumer auction retail (B2C) market segment
the Combined Group will offer consumer auction
sales though the graysonline.com website, with an
emphasis on wine, computers, white-goods, brown-
goods and jewellery. In the consumer fixed price
retail (B2C) market segment, the Combined Group
will offer fixed price retail sales mainly througie
dealsdirect.com.au, topbuy.com.au and OO.com.au
online department stores, with an emphasis on
consumer electronics, home and garden, sporting
goods and toys.

The Combined Group's businesses had aggregated
Invoiced Sales of $495 million in the 2014 finahcia
year.

The Combined Group had aggregated net operating
revenue of $122.4 million in the 2014 financial yea
and pro forma net cash of greater than $10 mibisn
at 30 June 2014 (after allowing for Transactiornt€os
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Topic Summary For more information

and other events occurring before completion of the
Transaction such as the Grays Capital Raising).
Please see Section 8.5 for pro forma financial
information about the Combined Group.

What will be the strategy The Combined Group's goal is to be the number on®ection 7.4.
of the Combined Group? online auctioneer in the Consumer (B2C) and

industrial (B2B) market segments, and to be a

significant fixed price retailer (B2C) in a numbadr

key product categories.

The enhanced scale and strategic benefits assbciate
with combining the businesses of Grays and MNZ
are expected to facilitate growth opportunitiestfoer
Combined Group by optimising the current business,
expanding the core business and extending the
business into adjacent segments.

The optimisation of the Combined Group's current
business will focus on achieving, over time, cost a
revenue synergies that are made possible by the
Transaction, as well as benefits from economies of
scale across supply-chain and back-office
infrastructure.

Strategies to expand the core business include
building on the product category strengths of wine,
home and garden, electronics, furniture and compute
equipment, as well as targeting product and service
lines that are not generally serviced by tecks

and mortar’ retailers such as reverse logisticgices
and the sale of refurbished, box damaged and
superseded computer equipment, white-goods and
audio-visual products.

The expansion of the core business, and its extensi
into adjacent segments, also relies on merger and
acquisition opportunities.

The strategic goal of the Combined Group's
consumer and retail (B2C) division (which will
include the brands DealsDirect, TopBuy,
GraysOnline and OO.com.au) is to be a low cost per
unit supplier of targeted consumer product
categories.

The intended strategy for the Combined Group's
industrial (B2B) division is to increase GraysOnlm
already strong market position in the finance,
insolvency and major corporate segments, expand its
services to government and grow vertical industry.
Opportunities exist to further grow in geographical
segments both within and outside Australia, both
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Topic

Summary For more information

organically and through merger and acquisition and
joint venture opportunities.

What are the strengths of
the Combined Group's
business?

. A ‘pure play’ e-commerce retail group, Section 3.2.
bringing together recognised e-commerce
brands in DealsDirect, TopBuy, GraysOnline
and OO.com.au.

. A growth platform in the online market.

. Enhanced scale, listed status and improved
financial position of the Combined Group
give the Combined Group potential to be an
aggregator in the consolidating B2B and B2C
online markets.

. Enhanced product category coverage
associated with combining a portfolio of
recognised and complementary brands, and
provides opportunity to better exploit
combined customer bases.

. Potential to realise cost and revenue synergies
over time.
. Potential to benefit from economies of scale

across a range of supply-chain and back-
office infrastructure.

. Skilled and experienced Board and
management team.

What are the key risks for
the Combined Group?

. New acquisitions Any acquisition of Section 9.
companies or businesses by the Combined
Group in line with its intended growth
strategy may not be economically successful.

. Online retail market may deteriorate: The
Australian online retail market in which the
Combined Group will operate may
experience challenging conditions, due to
volatility in consumer sentiment and retalil
demand.

. Growth of internet penetration and online
migration may decline There can be no
guarantee that the rate of internet penetration
and migration will continue in the future,
which may have an adverse effect on the
Combined Group.

. Increased competition The Combined
Group's competitive position may deteriorate
as a result of factors including actions by
existing competitors, the entry of new
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Topic Summary For more information

competitors or a failure by the Combined
Group to continue to position itself
successfully as the online retail environment
changes.

. Technology obsolescencdf the Combined
Group is significantly slower than its
competitors in adopting the latest technology,
it could have an adverse effect on the
Combined Group’s ability to attract new
buyers and retain its existing customer base.

. Disruption to information systems Any
material damage or disruption to the
Combined Group's information systems
which impairs its ability to operate its
websites and software may result in
significant disruption to the business.

. Disruption to internet services Should the
internet be unavailable, including as a result
of outages to hosting providers, it will
significantly impact upon the use of the
Combined Group’s websites and business
continuity.

. Payment systems disruption riskslf the
payment gateway or other interbank
processes, through which the Combined
Group's customers pay for purchases, suffer
outages, or if the Combined Group ceased to
be able to access their services, the Combined
Group's ability to accept credit and debit card
payments could be significantly affected.

. Loss of intellectual property. Despite
precautionary measures, third parties may
copy or otherwise obtain and use the
Combined Group’s proprietary information
(which may include elements of the
Combined Group's websites, software tools,
applications, buyer databases and underlying
technology infrastructure) without
authorisation or may develop similar
technology independently.

. Loss of key personnelThe success of the
Combined Group will be dependent on the
retention of key personnel, in particular those
individuals discussed at Sections 7.10 and
7.12. The loss of those key personnel, and an
inability to recruit or retain suitable
replacement or additional personnel, may
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Topic Summary For more information

adversely affect the Combined Group’s future
financial performance.

. Disruptions to logistics, warehouse and
fulfilment capabilities: The Combined
Group has warehousing and fulfilment
capabilities, which are potentially exposed to
disruption from a variety of sources and
events.

. Litigation risk : The Combined Group may
from time to time be the subject of
complaints, litigation, inquiries or audits
initiated by customers, employees, suppliers,
landlords, government agencies, regulators or
other third parties alleging matters such as
product quality issues, injury, health,
environmental, safety or operational
concerns, nuisance, negligence, failure to
comply with applicable laws and regulations
or failure to comply with contractual
obligations.

. Adverse changes in foreign exchange rates
Adverse movements in exchange rates may
have a material adverse effect on the
Combined Group’s future financial

performance.
In which industry will the The Combined Group will operate in two segments Section 4.
Combined Group of the Australian online market, namely the online
operate? consumer auction and fixed price retail (B2C) marke

segment and the online industrial auction (B2B)
market segment.

Within the Australian online market, the Combined
Group will compete against a broad range of
domestic and internationgdure play’ online

retailers, as well as traditionddricks and mortar’
retailers which have developed an online presence.

However, the Combined Group will have quite a
unique position within the Australian online market
being one of the only majépure play’ online
businesses with a focus on the Australian online
industrial auction (B2B) market segment.
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Topic Summary For more information

What is the Combined Combined Group — Aggregated historical Section 8.5.
Group's aggregated performance
historical performance?
FY2014 $
(million)
Net operating revenue 122.4
EBITDA pre significant items 2.8

EBITDA post significant items (loss) (2.8)

EBIT (loss) (6.8)

Notes: The financial information presented above is a
summary only and should be read in conjunction with the
more detailed discussion of the financial information in
Section 8.5, including the assumptions, management
discussion and analysis.

Where can I find more Section 8.5 contains a summary of the financial  Section 8.5.
financial information information in relation to the Combined Group which
about the Combined the MNZ Directors and the Grays Directors have
Group? concluded is relevant to investors and comprises th
following:
. An aggregated Statement of Profit & Loss of

the Combined Group for the year ended 30
June 2014, as set out in Section 8.5(a);

. A pro forma Statement of Cash Flows of the
Combined Group for the year ended 30 June
2014, assuming completion of the Grays
Capital Raising, the MNZ Offer and the
Transaction as set out in Sections 8.5(b) and
(c); and

. A pro forma Statement of Financial Position
of the Combined Group as at 30 June 2014,
assuming completion of the Grays Capital
Raising, the MNZ Offer and the Transaction
as set out in Section 8.5(c).

Significant accounting policies upon which that
information is based are included in Section 8.5(d)

What is the Combined There is no present intention for the Combined @ro8ection 7.16.
Group's dividend policy? to commence a dividend payment strategy. Rather it

is intended that, in the short-term, surplus céshd

are reinvested within the business for long-term

benefits, rather than a short-term focus on dividen

This policy will be reviewed at an appropriate time

each year.
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Topic

Who will sit on the
Combined Group Board
after the Transaction is
completed?

Summary For more information
On completion of the Transaction, MNZ’'s Board  Section 7.10.
(which will be the Board of the Combined Group)
will comprise:
. Jonathan Pinshaw — Non-Executive Chairman
. Mark Bayliss — Executive Director and Chief
Executive Officer
. Naseema Sparks — Non-Executive Director
. Will Vicars — Non-Executive Director

The Combined Group intends to appoint an
additional non-executive director after completidn
the Transaction, and will have regard to the ASX
Corporate Governance Council's Corporate
Governance Principles and Recommendations.

Who will manage the
Combined Group after the
Transaction is
completed?

On completion of the Transaction, the key memberS&ection 7.12.
of the Combined Group's senior management team
will include:

. Mark Bayliss — Executive Director and Chief
Executive Officer

. John Martin — Chief Financial Officer

. Adam Scharer — Head of B2B

. Mark Kehoe — Head of B2C

. Michael Rosenbaum — GM, DealsDirect

. Stephen Charlesworth — Chief Information
Officer

. David Sharp — Head of Marketing

. Julie Starley — Head of Supply-chain

What significant benefits
are payable to the
Combined Group
Directors and other
persons connected to the
Transaction, and what
significant interests do
they hold?

Key people Interest or benefit For more information

MNZ Directors » Directors’ interests Section 5.4.
* Agreements or
arrangements with
MNZ Directors

MNZ management Section 5.4.
interests

* Agreements or

arrangements with

MNZ management

MNZ Management i

Ownership of Grays Section 6.5.
Shares
» Ownership of MNZ

Existing Grays .
Shareholders
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Topic Summary

For more information

Shares

Grays Directors

Grays Directors’ Section 6.9.
interests

Agreements or

arrangements with

Grays Directors

Grays Management

Grays management Section 6.9.
interests

Agreements or

arrangements with

Grays management

Combined Group
Directors

Combined Group  Section 7.11.
Directors’ interests

Agreements or

arrangements with

Combined Group

Directors

Combined Group

Directors’ fees

Combined Group
Management

Combined Group  Sections 7.11 and 7.14.
management

interests

Agreements or

arrangements with

Combined Group

management

Employee incentive

arrangements
Combined Group Remuneration Section 7.13.
Management
Advisers and other Fees for services Section 11.10.

service providers
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This Section sets out the MNZ Directors’ recommend#on and the strategic rationale for the
Transaction. This Section also sets out significanisks and potential disadvantages associated
with the Transaction and the Combined Group.

3. Transaction rationale

3.1 Overview and MNZ Directors’ recommendation

The MNZ Directors and the Grays Directors beligwa the Transaction is likely to be beneficial twy

as an MNZ Shareholder, for a number of reasonsdiimg because of the potential benefits that the
Combined Group may offer. This Section 3 summaribe key potential benefits of the Transaction and
the Combined Group, as well as significant riskd potential disadvantages associated with the
Transaction and the Combined Group.

The MNZ Directors unanimously recommend that MNZ Slareholders who are not excluded
from voting, vote in favour of all Resolutions at he Meeting.

Each MNZ Director intends to vote his or her MNZ Stares in favour of each of the Resolutions
proposed at the Meeting, to the extent that he othe is not excluded from voting in favour of
that Resolution.

3.2  Benefits of the Transaction and the Combined Gr  oup

(a) Creates a significant listed ‘pure play’ e-commerce retail group, bringing togeth er
recognised e-commerce brands in DealsDirect, TopBuy , GraysOnline and
0OO0.com.au

Following completion of the Transaction, the CongairGroup is expected to be one of the lartmaste
play’ e-commerce retail groups listed on the ASXnigasure of market capitalisation. Further, the
Combined Group will bring together Grays’ and MNZ&sognised nhames in the Australian online
consumer and auction and fixed price retail (B2@ykat, with Grays’ market leading name in the
Australian online industrial auction (B2B) market.

The Combined Group will combine recognised e-conamérands including DealsDirect, TopBuy,
GraysOnline and OO.com.au, and will have a databBeeer 800,000 Active Customérs

The MNZ Directors and the Grays Directors belidvat this combination makes compelling strategic
sense.

! Based on simple aggregation ignoring any dupticat The actual number (net of any duplication) be less.
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Figure 2: Combined Group's key brands

Grays

graysonline |

3

1

MNZ

DealsDirect

Australia’s Online Department Store

TRADING Online Auctioneer Online Department Store (Fixed Online Department Store (Fixed Online Department Store (Fixed
MECHANISM Price) Price) Price)
VALUE A leading online auctioneer and Online department store in Online department store offering a Online super store in providing
PROPOSITION retailer in Australia & NZ. Offering Australia & NZ with over 30 range of over 15,000 quality customers with high quality and
CUSTOMERS over 80 categories in industrial, categories offering extensive products at heavily discounted brand name products with key
commercial and consumer goods range of quality products from prices across 20 categories strengths in branded consumer
leading brands at exceptional electronics, fashion and general
prices merchandise
VALUE To be the most efficient channel Tap into the growing and Tap into the growing and Tap into the growing and
PROPOSITION between vendors and online complementary online channel, complementary online channel, complementary online channel,
VENDORS buyers in both B2C and B2B for both local brands and for both local brands and for both local brands and
markets international importers international importers international importers
TAGLINE The smartest bargains are just a The Joy of Shopping Online Australia’s online department TOP Brands! TOP Service! TOP
click away store Prices!
BRAND B2B & B2C | Trusted | Australian | B2C | The Great Rebate | Best B2C | Brand New Stock | Trusted B2C | Value | Brand New Stock |
ATTRIBUTES Broad Range | Established | Deals | Strong returns policy | Australian Retailer | Full range Branded electronics | Flash sales |
Distressed Stock | Auction & Hassle-free | Reliable | Easy & offering | Quick and reliable Fashion focus | Innovative retailer
Fixed Price | Quality Brands | Fun | Australian | Quality brands | fulfilment | Industry leading
Physicality | Local Call Centre | Brand New Stock customer service
Value |
CUSTOMER Male Female Female Female and Male
PERSONAS 35+ Age Group Age group (29 — 45) Age group (35 — 55) Age group (25 — 45)
WHO SHOPS? Educated Families Families Higher disposable income
High disposable income Lower disposable income Lower disposable income
Consumers
Businesses

1. Source: Grays Management

(b) Establishes a growth platform in the online mar ket

The MNZ Directors and the Grays Directors beligvw the Combined Group will be well positioned as a
platform to grow, both organically by optimisingetexisting business and growing product categories
and geographies, as well as in-organically thraagfuisitions that can expand the core business and
extend it into adjacent segments.

The Combined Group will have pro forma net casprefter than $10 million as at 30 June 2014 (after
allowing for Transaction costs and other eventsiogty before completion of the Transaction such as
the Grays Capital Raising).

The Combined Group Directors intend to pursue @iglised acquisition strategy underpinned by strong
financial governance. Targeted future acquisitimay be funded from a combination of existing cash
reserves, new debt facilities and/or the issuayaite (by offering listed shares in the Combined@r as
consideration).

See Section 7.9 for further information on finagcot the Combined Group.

(© Enhanced scale, listed status and improved fina  ncial position of the Combined
Group give the Combined Group potential to be anag  gregator in the consolidating
B2B and B2C online markets

The Australian B2B and B2C online markets are higrdgmented, due to many small businesses
operating within various segments in those marletd,a lack of businesses that dominate salessaaros
variety of segments within those markets. Howewensolidation and mergers and acquisitions agtivit
within the Australian B2B and B2C online markets Baen Shoply, iBuy, DealsDirect, Grays, APN and
Woolworths all acquire adjoining operations in fgast 24 months.

The MNZ Directors and the Grays Directors expeat such consolidation and mergers and acquisitions
activity will continue, and will be primarily driveby the importance of scale in an increasingly
competitive online market.
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The Combined Group is expected by the MNZ Directord the Grays Directors to be well positioned to
be an aggregator in the consolidating AustraliaB BAd B2C online markets due to the enhanced scale,
listed status and improved financial position aeééeunder the Transaction.

The Combined Group's businesses had aggregateidéavBales of $495 million in the 2014 financial
year (aggregated net operating revenue of $122libmin the 2014 financial year). The Combined
Group is expected to be better positioned to furtidré growth opportunities in the Australian B2Rlan
B2C online market (by offering listed shares in @@mbined Group as consideration), and its listed
status is expected to and enhance the CombinedpGralility to raise additional equity capital.

In addition, the greater scale of the Combined @moay potentially result in a greater number of
research analysts taking-up coverage on the Comhl@neup, which in-turn may better enhance its
ability to raise additional equity capital.

(d) Enhanced product category coverage associated with combining a portfolio of
complementary and recognised brands, and provides o pportunity to better exploit
combined customer bases

By combining a recognised portfolio of complementarands, including DealsDirect, TopBuy,
GraysOnline and OO.com.au, the Combined Group’dymoffering will be enhanced, leading to
greater coverage of product categories acrosstiséa@ian online consumer auction and fixed price
retail (B2C) markets.

Further, Grays’s market leading position within fgstralian online industrial auction (B2B) market
provides potential diversification benefits for tBembined Group’s operations.

Figure 3: Combined Group's top product categories by websites/brands *

GRAYS ECOMMERCE GROUP

Websites / brands

Top product categories

[ ]

Wine v v [graysonline] %)  Dedsbirect
)| Computers & IT v v [oaysonine] @B ookoeer | @D
g Appliances and whitegoods v v [oraysonine| (%)  Dokbirecr | GED
8 Audio, TV & home theatre v v [oraysonine] (&%)  DedlsDirect ‘@
§ Fine jewellery v v [oraysonine]  EED) DedlsDirect?
m Bedding & Manchester v v [aysonine] (%  peatpiece

Home Furniture v v [oraysonine] @B peskoirece

Motor vehicles v — [graysonine|
-g Agriculture v e [graysoniine|
é Mining and mining services v —_ [graysoniine]
E Manufacturing & production v — [graysoniine]
§ Transport, trucks and trailers v —_ [graysoniine]

Earth moving and mobile plant v — [graysonline]

1. Source: Grays Management

See Sections 6 and 7 for further information onntiaeket position and product offering of Grays &mel
Combined Group across the Australian online conswamuetion and fixed price retail (B2C) markets, as
well as the Australian online industrial auctior2@ market.

In addition, the customer bases of Grays and MNZcansidered by the MNZ Directors and the Grays
Directors to be complementary in nature and aedliko have limited overlap due to the fact that th
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typical demographics of GraysOnline customers #ferdnt to the typical demographics of OO.com.au,
DealsDirect and TopBuy customers (see Figure 2¢ti& 3.2(a)). Accordingly, the Combined Group
is expected to be in a better position to explats-selling opportunities through the combinatibthe
Grays and MNZ customer databases of over 800,0606A€ustomers which creates potential to in-
turn lift sales.

(e) Potential to realise cost and revenue synergies over time

The Transaction has the potential to generateacwbtevenue synergies to be realised over the mediu
to long-term associated with the below opportusitie

Figure 4: Cost and revenue synergy opportunities f  or the Combined Group *

Opportunities to cross-sell with ~21% crossover in customers

Revem{e_ = Over 880,000 Active Customers (Grays + OO + DealsDirect + TopBuy)
opportunities = Over 2.9m in email database (Grays + OO + DealsDirect + TopBuy)
= Data driven analysis refines product and service offering across all platforms
Infrastructure leverage = Improved customer service operational efficiencies
and rationalisation = Scale advantages in warehouse facilities

i . i = Freight and logistics efficiencies
Operational efficiencies = Savings in marketing, IT and back-office functions
= Increased buying power

= Complementary capacity in e-commerce and priority categories

Best of breed = Compatible management team and style

1. Source: Grays Management

Grays and MNZ management have not discussed iil thetanalysis of potential synergies, and based
on the limited due diligence information provideddate, it has not been possible to accuratelytgyan
potential synergies or develop a detailed integngpilan to achieve cost and revenue synergies.
Accordingly, it is considered that it would be re@tling to attempt to quantify the potential valtie o
these synergies at this stage.

() Potential to benefit from economies of scale a  cross a range of supply-chain and
back-office infrastructure

Further opportunities exist to leverage and ratisadahe supply-chain and back-office infrastruetaf
each business and realise efficiency gains assdordth the increased scale of the Combined Group.

2 Based on simple aggregation ignoring any dupbeatiThe actual number (net of any duplication) il less.
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Figure 5: Economy of scale opportunities for the C ombined Group *

Function Benefits of Scale

= Supply Chain Freight synergies from critical mass/optimum
processes

= Warehousing Efficiencies gained through increased scale

= IT and Website Management Remove duplication of services — reduce use of
multiple platforms that require separate
management

= Corporate Functions Combined infrastructure (finance, admin, HR,
customer service)

= Marketing Spend Single marketing function to support multiple

sites and improved media buying

Significant network effects creating economies of scale

1. Source: Grays Management

The Combined Group will possess warehousing ariithfieint capabilities, operating approximately
75,000 square metres of distribution centres, din facilities at Homebush and Ingleburn in Sydney
and satellite distribution centres in other stébe®ffective distribution of bulky goods.

Figure 6: Grays distribution centre — Homebush

-

NI
sl

(g)  Skilled and experienced Board and managementte  am

The Board and senior management of the Combinedp@sd! bring relevant skills and experience,
including deep industry and business knowledgeniiiel management and corporate governance
experience. See Sections 7.10 and 7.12 for fuiifiemmation on the proposed Board and management
team of the Combined Group.

3.3  Significant risks and potential disadvantages

The Transaction, and an investment in the Comb@redip, have possible risks and disadvantages for
MNZ Shareholders. The most significant risks aatéptial disadvantages are summarised below.

The MNZ Directors believe that the potential advanages of the Transaction outweigh the risks and
potential disadvantages of the Transaction, and umamously recommend that MNZ Shareholders
who are not excluded from voting, vote in favour o&ill Resolutions at the Meeting.
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(@)

Significant risks associated with the Transacti on and the Combined Group

There will be risks inherent in an investment ia @ombined Group. Section 9 outlines the key notit
all, risks associated with an investment in the Bioied Group and the value of its shares and oibles r
that MNZ Shareholders should be aware of. Se@ialso outlines significant risks associated wlh t
Transaction. MNZ Shareholders should read Se&icarefully in its entirety before making any
decision on how to vote on the Resolutions.

Some of the most significant risks that may maligratfect the financial performance of the Comhine
Group include:

New acquisitions Any acquisition of companies or businesses lkyGbmbined Group in line
with its intended growth strategy may not be ecacalty successful.

Online retail environment may deteriorate The Australian online retail industry in whidtet
Combined Group will operate is currently experiagathallenging conditions due to volatility in
consumer sentiment and retail demand.

Growth of internet penetration and online migration may decline There can be no guarantee
that the rate of penetration and migration will thome in the future which may have an adverse
effect on the expected growth of the Combined Group

Please note that, as an MNZ Shareholder, you alfeade exposure to some of these significant fiisks
relation to the MNZ business.

Some of the most significant risks that may mallgraffect the successful implementation of the
Transaction include:

(b)

Risk of MNZ not achieving 100% ownership of Grays If MNZ is unable to rely on the benefit
of provisions under the Grays’ Shareholders Agredrteeeffect the compulsory transfer to it of
all Grays Shares that are not accepted into the @N&r, there is a risk that MNZ may not
acquire any of the Grays Shares.

Integration risks: It is possible that the integration of MNZ anda§s as a single business will
be more difficult or take more time than currerthticipated, and could delay the realisation of
any synergy benefits that may result from the Taatisn.

Significant retained holding by Grays Shareholders The absence of any sale of escrowed
MNZ Shares held by Grays Shareholders during #sgirowed period may cause, or at least
contribute to, limited liquidity in the market fMNZ Shares after completion of the Transaction.

Potential disadvantages associated with the Tr ~ ansaction

The Transaction has possible disadvantages for Bh&teholders. The most significant disadvantages
include the following:

MNZ Shareholders will have smaller percentage votig interests in the Combined Group
than their current percentage voting interests in MNZ

If implemented, the Transaction will result in MMghareholders having smaller percentage
voting interests in the Combined Group than theirent percentage voting interests in MNZ.

After completion of the Transaction, the existindNKIShareholders (who, as at the date of this
Notice of Meeting and Explanatory Statement in aggte own 100% of the MNZ Shares) will
own approximately 22.1% of the fully diluted issustthre capital of MNZ prior to the issue of the
Bonus MNZ Shares, and as low as 15.9% of the tliliyed issued share capital of MNZ
following the issue of the Bonus MNZ Shares (assgntihat the maximum number of Bonus
MNZ Shares are issued).
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3.4

MNZ Shareholders’ reduced ownership in the Combinedsroup will give them less
influence over MNZ in the future

The MNZ Shareholders’ reduced ownership in the GoedGroup will give MNZ Shareholders,
collectively, less influence over the future direntof MNZ (which will be part of the Combined
Group).

However, it is important to note that the Graysr8halders will not hold their new MNZ Shares
as a collective. Grays is not aware of any exjsigreement, arrangement or understanding
between the Grays Shareholders in respect of aftgmmaelating to MNZ, including their MNZ
Shares upon or following their issue, or of anyestation that such an agreement, arrangement
or understanding will exist in the future.

Transaction Expenses

The MNZ Directors estimate that the expenses offth@saction payable by MNZ will be
approximately $300,000 (excluding GST). Those azps incurred by MNZ to date must be
paid by MNZ regardless of whether the Transactimt@eds to completion.

Integration costs

Integration of the MNZ and Grays businesses aftergietion of the Transaction will give rise to
costs, including costs that will be incurred inerébr the Combined Group to realise the
potential cost and revenue synergies describedatidh3.2(e) and the potential economy of scale
opportunities described in Section 3.2(f).

However, Grays and MNZ management have not disdussgetail the draft integration plan for
the Combined Group, and based on the limited digedce information provided to date, it has
not been possible to accurately quantify costscatsul with such integration. Accordingly, it is
considered that it would be misleading to atteromjuantify the potential integration costs at this
stage.

See Section 7.5 for further details on the integnaplan for the Combined Group.

Other considerations

In addition to the significant risks and potentiidadvantages associated with the Transactionhend t
Combined Group described in Section 3.3, theras@other reasons you may decide to vote agdiast t
Transaction, including:

You may disagree with the unanimous recommendatioaf the MNZ Directors

Despite the unanimous recommendation of the MN2d&ars, you may take a different view and
may believe that the Transaction is not in yout besrests.

Maintain investment profile

You may wish to maintain an investment in MNZ agand-alone entity in order to have an
investment with the specific characteristics of MBlIEh as industry, operational profile, size and

geography.

You may believe that there is the possibility of auperior proposal emerging for MNZ in the
future

You may believe that there is potential for a sigsgaroposal to be made in the foreseeable
future. It is possible that a superior proposalMiNZ Shareholders could materialise in the
future. However, since the announcement of thadaetion on 5 August 2014, no superior
proposal for MNZ Shareholders has emerged and tig Blirectors are not aware of any person
having an intention to make such a proposal.
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4. Industry Overview

This section sets out information about the indusy in which MNZ and Grays operate, and in
which the Combined Group will operate.

4.1  Market overview
@ Australian online market

The Combined Group will operate in the Australishree market, which is a sub-market of the broader
Australian consumer auction and fixed price rB8C) and industrial auction (B2B) markets.

The Australian online market is comprised of twamsegments, the online consumer auction and fixed
price retail (B2C) market segment and the onlikugtrial auction (B2B) market segment, and is
serviced by a variety of business models, as de=tin Figure 7 below.

Figure 7: Australian market overview *

Consumer auction / fixed : ’
price retail sales (B2C)? """'"';: il
$240bn
Relevant Australian B2C & B2B markets
$400bn
Online consumer auction /

fixed price retail (B2C)
$15bn (88%) . -
Online In-store
$17bn (4%) $383bn (96%)
Online industrial auction* -
(B828)
$2bn (12%)
Pure play online businesses Bricks & mortar + online businesses
$11bn (65%) $6bn (35%)
* GraysOnline ' ASOS ' Woolworths/C oles * Nordstrom
* DealsDirect ' Amazon * JBHMFI *  Saks Fifth Avenue
' eBay ' StawberryNET * DavidJones * B&H
* Kogan ' Wiggle ' Pickles
* Aussie Farmers * Ritchie Bros
Direct ' Manheim Auctiors

* Catch ofthe day

1. Source: Grays management estimates

2. Excludes café, restaurants and travel

3. The B2B market is difficult to define due to its highly fragmented nature. Market size estimates shown have been
derived by Grays management and represent estimated annual sales for FY14 across the major product categories in
which Grays competes (including construction, mining, transport and agricultural equipment and machinery and
automotive)

4. Grays management estimate that total annual online and offline industrial auction sales across the major product
categories in which Grays competes were in the order of $7bn in FY14

(b) Combined Group's operations in the Australian o nline market

It is difficult to describe how Grays’ operationswithin the broader Australian online market,Gisys’
business has a unique offering across a numbeffefetht segments, a number of different product
categories and offering both new and used proddatsther, Grays offers both auction and fixed gric
sales formats within those market segments.
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In simple terms, it can be said that Grays opeiatége online industrial auction (B2B) market segm
and that it also operates across the Australian@ebnsumer auction and fixed price retail (B2@rket
segment, both in the online fixed price retail antine consumer auction portions of that market
segment. Further, Grays also operates in botle timagsket segments in the New Zealand online market.

MNZ currently operates in the Australian online semer auction and fixed price retail (B2C) market
segment, but only as a fixed price retailer. MN#slnot operate in the online consumer auctiongoort
of that market segment. Nor does MNZ operateenatfiine industrial auction (B2B) market segment.

Based on the above, the Combined Group will openai®o segments of the Australian online market,
namely the online consumer auction and fixed métail (B2C) market segment and the online indabtri
auction (B2B) market segment. Features of thosentarket segments are outlined in Figure 8 below.

Figure 8: Features of the online consumer auction and fixed price retail (B2C) and the
online industrial auction (B2B) market segments ~ *

Description Breadth of Range Example Products Main End User

Sporting goods

more specialist
resale to other consumers
Excavators

Forklifts

n
= Broad category of mass market = Apparel
Con_sumer_auction_ merchandise or other i_tem of common Extremely wide range | = Jewellery
and fixed price retail or regular use, ordinarily bought by of products Consumers (‘B2C’)
(B2C) market individuals or households for private P = Toys
consumption = Furniture
= Food
= Tools
= Products purchased for use in the Smaller range of - Vehlc.les
Industrial auction production of other goods or services, 9 = Machinery . . ,
! - ) products, however . : Businesses (‘B2B’)
(B2B) market in the operation of a business, or for = Drilling Rigs
-
-

1. Source: Grays management

(c) Size of the Australian online market

The Australian consumer auction and fixed pricaitéB2C) market segment and the industrial auction
(B2B) market segment, both online and offline, @sBmated by Grays management to generate over
$400 billion in gross sales in the 2014 financiedy The online consumer auction and fixed prtailr
(B2C) market segment and the online industrialiandiB2B) market segment in which the Combined
Group will operate are estimated by Grays managetoagenerate approximately 4% of the total, or
$17 billion in gross sales in the 2014 financiglyeGrays management attribute the remaining

$383 billion in gross sales to in-store (bricks and mortar’) sales.

Grays management estimate that Grays (through@néige.com and OO.com.au) has a 2.1% market
share of the total Australian online market basedross sales by dollar value in the 2014 finangailr,
and Grays management estimate that MNZ (througlsDéact and TopBuy), has a 0.4% market share
of the total Australian online market based on gsales by dollar value in the 2014 financial year.

4.2  Competitive landscape

Within the Australian online market, Grays and Mbinpete against a broad range of domestic and
international‘pure play’ online retailers, as well as traditiortaicks and mortar’ retailers which have
developed an online presence.
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However, Grays has quite a unique position withaAustralian online market being one of the only
major ‘pure play’ online businesses with a focus on thst/lian online industrial auction (B2B) market
segment.

Figure 9: Australian online market

Competitor breakdown model by business and product focus *
. . — - ) ~ = :
Industrial auction | - 5 i Broughton Pickles ™ |
4 ¢ Ritchie Bros ¢ n
(\ . © Manheim i/
¢ Hassals ! .
N 7
~ - Suttorys > graysonline
- ___- - e

Product | L
Focus | . ______ - : =TT
- S Ebay °
Q = Officeworks , ! e N N
! \
PR * ' , Catch of \
lr . Apple / i Vi the Day \
[ BauldJones o PP y | I M Deals Direct 1
J * * P ' | Kogan * 1
\ Dick Smith -7 : \ * 1
Consumer | * _-" ! \ e ’
auction / fixed  |>~_ _Myer _ ___ -~ : \ 0zSal ¢ /
price retail B i N ale Amazorl,
B&M and S Pure-Play
Online . = ==7 Online
Business
Model

1. Source: Grays management

o

Mixed Bricks and Mortar/Online — Consumer auctiona  nd fixed price retail (B2C)

Largely ‘bricks and mortar’ with limited to medium onlinepedilities. These companies have
a strong focus on fixed price and growth of onbiades.

Mixed Bricks and Mortar/Online — Industrial auction (B2B)

2]

Larger players which specialise in both auto anldigtrial equipment sales. Sales are mainly
auction based, however, some do have fixed pdine sales typically represent about 20%
to 30% of total sales.

9 Pure Online Players

Pure online with no retail footprint. Have a sfydocus on consumer product categories and
generally a fixed price focus with the exceptioreeéBay which does both fixed price and
auction.

Operating models vary among business operatingeirustralian online market, with primary
differences relating to pricing and revenue/inventisk.
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Figure 10: Key differences in operating models of Australian online businesses '

Model Characteristics Different Types

Auction, Fixed Price (Fixed Price varies from full recommended retail to ‘flash discount’ or last

Pricing . A
minute inventory clearance)

Sales cycle Short Cycle or Long Cycle (seasonal)

Consignment, sourced and owned or a service providing the introduction of a buyer and seller

Physical inventory (drop-shipped)

Consumer intent Pull (consumer ‘needs’ a certain product), Push (impulse, discount)
Consumer engagement Habitual or sporadic
1. Source: Grays management

4.3  Industry drivers and trends
(a) Macro-economic trends

Businesses operating in the Australian online ntaake impacted by the health of the broader Auatnal
economy and the retail sector in general. Inctasesumer sentiment and levels of real household
discretionary income have a positive influence aleswithin the consumer auction and fixed pric¢aire
(B2C) market segment in particular. Those sameatgpare felt by in-store (doricks and mortar’)
operators in the Australian consumer auction axetifprice retail (B2C) market segment.

The Australian online industrial auction (B2B) metrlkegment generally outperforms the consumer
auction and fixed price retail (B2C) market segmargeriods of economic downturn, as businessds wit
physical inventory and assets are forced to dekstey supply industries to the Australian online
industrial auction (B2B) market segment are thetdalian automotive, mining, construction and
agriculture industries.

The ongoing transition of the Australian econonpnira manufacturing base to a service industry base
provides ongoing opportunities in the online indas{B2B) market segment. For instance, Grays
management expect that closures at major autommi@reifacturers through to 2017 will generate
product supply and sales in the online industB&R) market segment. Recent difficulties experazhc
by some Australian miners and mining contractoretaready generated similar opportunities in the
online industrial (B2B) market segment.

Currency movements and changes in taxation pol{pgicularly in relation to GST) also influendest
competitiveness and profitability of Australian-bdgarticipants in the Australian online market,
particularly in the consumer auction and fixed @nietail (B2C) market segment.

(b)  Technology trends

Australia’s internet penetration generally, angi@nticular penetration of high-speed and broadband
internet services, has grown (See Figures 11 armbIbv), facilitating increased access to the Aalisn
online market for a number of consumers, partitylarregional areas where the online experience ca
often be sub-optimal. The development of AustimiNational Broadband Network has the potential to
accelerate and increase this penetration.
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Figure 11: Australian households with broadband in ternet access '
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1. Source: Australian Bureau of Statistics data.

Figure 12: Australian households frequency of inte rnet access *
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1. Source: Australian Bureau of Statistics data.

The Australian online market is experiencing ragiowth in mobile commerce (‘'m-commerce’). The
adoption of smartphones and tablets, and increasimjort with m-commerce transactions, is expected
by the MNZ Directors and the Grays Directors toedeate. This is expected by the MNZ Directors and
the Grays Directors to increase access to the dlistronline market for consumers and businesstégin

future.

A threat to existing participants in the Austral@mine market is the ability for wholesalers and
manufacturers to bypa§sure play’ websites and access customers direBfguelopments in online
shopping and improvements in logistics are expetcid® a major contribution to this trend. Sizmle,
own-brands, unique products and providing wholesalad manufacturers with a value-added service are
ways that participants in the Australian online kediare attempting to mitigate this threat.
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(c) Consumer trends

Consumers are becoming more savvy and educatbdiimpurchasing process and are spending much
more time researching products and prices. Consuir@nfidence in online shopping is constantly
increasing as the range of products offered ordimtransparency of prices also increases.

(d) Consolidation and merger and acquisition activi ty

The Australian online market is evolving into a manature phase. This has led to consolidation as
companies seek to benefit from network effects@ratational economies of scale. Shoply, iBuy,
DealsDirect, Grays, APN and Woolworths have alluaagl adjoining operations in the past 24 months.

4.4 Industry outlook

With the increase in the number of households ltpagtess to internet connections (see section 4.3),
particularly in regional areas, consumers are betfite to transact online. Further, the increased
frequency of internet access by households indmateumer confidence and familiarity with the oalin
platform, creating an opportunity for online re¢ad to increase sales.

The benefits offered to Australian consumers byaipes in the Australian online market include
convenience, a broader more diverse range of gdaujonality and attractive pricing. Globallydn
domestically these themes have been pivotal ireassd usage, penetration and acceptance of the
internet by consumers. The development of Austiaational Broadband Network is expected to
further improve Australians’ e-commerce experience.

4.5 Regulatory framework applicable to the Australi  an online market

A number of aspects of the Australian online masgtetsubject to government oversight, compliance
with statutory provisions and licensing requirerseas summarised below.

(a) Consumer controls

Business who sell goods to Australian consumetis®@alre subject to the requirements of the
Competition and Consumer A2010(Cth) (Act) and Australian Competition & Consumer Commission
oversight. The Act regulates anti-competitive hitar, misleading and deceptive conduct and price
fixing. In addition, the Australian Consumer Laggulates unfair contract terms, guarantees consumer
rights when buying goods and services and apptaduct safety standards. Beaches of the Act or the
Australian Consumer Law may result in infringemeaotices, enforceable undertakings or more formal
legal action in the courts.

(b)  Privacy

Businesses operating in the Australian online ntaake required to comply with the privacy regime as
outlined in thePrivacy Act 1988Cth) and the Australian Privacy Principléd’f). The APP prescribe
responsibilities for maintaining personal infornoatiprivacy, including around collection, use, distire
and access to data, as well as the publication apato-date privacy policy. A breach of those
requirements may result in investigations, enfdsteandertakings, injunctions, or civil penalty ersl.

(c) Regulation of electronic communications

Businesses operating in the Australian online ntarke telecommunication services to publish and
distribute electronic marketing material. Suchratiens are subject to tl&pam Act 2008Cth) (Act)
and the Australian eMarketing Code of PractiCede), which the Australian Communications and
Media Authority can enforce through court acti@reaches of the Act or the Code may result in @wil
criminal action in the courts.

(d) Product-specific regulation

Businesses operating in the Australian online maake subject to industry specific laws and/orrigiag
regimes that relate to categories of products sblat.example, online liquor sales and online degiln
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motor vehicles are each subject to legislationlmeasing requirements in all Australian states and
territories. Laws and licensing regimes of thitunaare not limited to liquor and motor vehicléesa-
additional licences and permits may be requirestdce, import and distribute a number of other
products.

(e) Regulation of online auctions

Businesses operating in the Australian online ntask® sell products under an auction sale model are
subject to legislation and licensing requirementearious Australian states and territories.
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5. Information about MNZ

This section provides information on MNZ.

51 Overview
(a) Summary of MNZ'’s key business components

MNZ acquired DealsDirect Group Pty Limited anddtsidiary DealsDirect Pty Limited (collectively,
DealsDirec) via a reverse acquisition on 17 January 2014 tfdnsaction was a strategic opportunity to
create a listed e-commerce entity with a mandatensolidate e-commerce assets, which are caphble o
leveraging DealsDirect’s scale and operating cdipabi

Following the acquisition of DealsDirect, MNZ hgseoated an online retail business, offering prosluct
in a range of household product categories, innytiome furnishings, appliances, furniture and.toys
The scope of this business was further expandddMiMZ's acquisition of TopBuy in April 2014.

Notwithstanding the acquisition of TopBuy, the BEstect business forms a substantial component of
MNZ's operations.

As a wholly-owned subsidiary of MNZ, DealsDireciiteading Australian pure play online retaileheT
DealsDirect business operates from a warehouseféind facility in Ingleburn, New South Wales, and
does not operate any retail shops or store frddealsDirect's sales are entirely attributable tsttalian
based online consumers. DealsDirect operatestienvebsite www.dealsdirect.com.au and offers
consumers over 10,000 individual items in a rarfgeoasehold product categories.

(b) DealsDirect — history and business operations

DealsDirect was founded in 2004 by Paul GreenbedgMichael Rosenbaum. The DealsDirect business
expanded through a number of premises, eventwglbigating to its existing premises in Ingleburn in
2008.

In 2010, DealsDirect embarked on an expansioneglyahat included the launch of group buying site
DealMe. In 2011, Ellerston Capital Limited, asnpipal and in its capacity as nominee and resptmsib
entity for various Ellerston funds, acquired a stakDealsDirect. The focus on growth led to tnenich
of a number of adjacencies, includiwavw.supermarket.deals.com,and the acquisition of
ShoppersAdvantage, a white label e-commerce pravide

The expanded business activities of DealsDirectritiried to a significant increase in overheadsand
lack of operating efficiencies. Accordingly, sirlage 2012, DealsDirect's business has been signifi
restructured, with a consequent re-focus upon ¢he affer onwmww.dealsdirect.com.auln conjunction
with the restructure of DealsDirect's operatioresy mvestors were introduced to DealsDirect's share
register, including CVC Limited, CVC Private Equltimited and Sun Hung Kai Strategic Capital
Limited, and day-to-day management of DealsDirdxtsiness was returned to co-founder Michael
Rosenbaum. The restructure, which has result@katsDirect operating under the one brand,
www.dealsdirect.com.atnas recently been completed internally and thénprocess of being finalised
from a legal perspective.

The majority of the inventory sold on the websitew.dealsdirect.com.ais owned by DealsDirect and
is shipped to consumers from the DealsDirect’difgén Ingleburn. Approximately 25% of products
sold are supplied on consignment, via drop shippeagnerships or through similar models that do not
require DealsDirect to own or hold the inventoryMNZ's balance sheet. DealsDirect has a specialist
buying and merchandise team that sources produetsviholesalers, manufacturers and importers.
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Approximately 75% of orders received are despattbetistomers within 24 hours from being ordered
with fulfilment provided by a range of couriers tlogptimise delivery efficiency.

In the view of the MNZ Directors and the Grays Bimrs, DealsDirect has been widely regarded as a
leader in the online department store categorfiaadeen demonstrated by Canstar recognising
DealsDirect with the only 5 star rating amongsimabepartment stores.

(c) TopBuy — history and business operations

TopBuy is an online retailer founded in 2007 bydPetie and Michael Xie, with key strengths in bradd
consumer electronics, fashion and general merchandiopBuy has robust sourcing infrastructure in
China and Hong Kong, enabling direct fulfilmentttmsumers in Australia and has a database of over
200,000 active customers.

Peter Xie and Michael Xie have extensive experiemaaline retail and product sourcing in China.
Following MNZ's acquisition of TopBuy, Peter Xie@Michael Xie have continued in key roles within
the senior management of TopBuy.

The acquisition of TopBuy has strengthened MNZ'nanretail presence by virtue of contributing to a
enlarged, combined, active customer base; andtiss-promotional opportunities attendant upon such
an acquisition. Further, the acquisition has @ebd synergies as a consequence of the centralised
distribution centre in Ingleburn, combined freighawings, staffing synergies and direct to customer
shipping capabilities from Asia.

5.2  Current MNZ Director profiles

Director Expertise, experience and qualifications

Naseema Sparks Ms Sparks is the Non-Executive Chairman of
Independent Non-ExecutiveMNZ.

Chairman Ms Sparks is deputy Chairman of Racing NSW
Age: 61 P puty g mSw,

non-executive director of Melbourne IT, AIG
Australia and PMP.

Ms Sparks was previously the managing director of
M&C Saatchi and has extensive experience in
traditional and digital marketing.

Ms Sparks holds an MBA from the Melbourne
Business School and is a fellow of the Australian
Institute of Company Directors.

David Leslie Mr Leslie is a non-executive director of MNZ.
Non-Executive Director

Mr Leslie is an Investment Manager at Ellerston
Age: 41

Capital Limited, having joined the firm in 2005.
Mr Leslie has extensive experience in the
technology, gaming and consumer sectors with
investment responsibility for public and private
investments.

In his previous role as Director of Australian
Equities Research at Deutsche Bank, Mr Leslie was
a research analyst, whose areas of speciality
included the gaming and technology sectors. Mr
Leslie is also an alternate director of Temando Pty
Ltd and Intrepica Pty Ltd.
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Director

Expertise, experience and qualifications

Mr Leslie has a degree in Economics and Finance
from the Royal Melbourne Institute of Technology.

Elliott Kaplan

Mr Kaplan is a hon-executive director of MNZ.

Independent Non-Executivey kapjan is a Chartered Accountant with

Director
Age: 64

extensive experience in senior financial and chief
executive officer roles in both private and public
listed companies.

Mr Kaplan's experience, from both an investor and
investee perspective, spans a diverse range of
industries including manufacturing, environmental,
distribution and services.

Mr Kaplan is the Managing Director of CVC
Private Equity Ltd, a non-executive director of
Cellnet Limited, the chairman and non-executive
director of Pro-Pac Packaging Limited and a
director of a number of unlisted companies. Mr
Kaplan is also a former director of Dolomatrix
Limited and the Environmental Group Limited.

Mr Kaplan is a Chartered Accountant and holds a
Bachelor of Accounting.

5.3  Current MNZ senior management profiles

Expertise, experience and gualifications

Executive
Michael Rosenbaum
L% A Chief Executive Officer
fasd Age: 33

Mr Rosenbaum co-founded DealsDirect in 2004.

Mr Rosenbaum's first foray into online retail was i
2000 when he helped establish one of the first
online stores on the eBay network, AuctionBroker
Pty Ltd. This business went on to become one of
the leading online stores on eBay Australia.

Together with co-founder Paul Greenberg, Mr
Rosenbaum founded DealsDirect in 2004 as a
standalone online retail destination.

Mark Tayler
Chief Financial Officer

Age: 33

Mr Tayler is the Chief Financial Officer of MNZ.

Mr Tayler has experience in a range of industries
including retail, wholesale and services and has
held senior roles with Fujitsu Australia and BRP
Australia.

Mr Tayler is a Certified Practising Accountant,
with a Bachelor of Commerce (Accounting) from
the University of Western Sydney.
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5.4 Interests and benefits of MNZ Directors and sen  ior management

This Section 5.4 sets out the nature and extetiteoiinterests and fees of certain persons invdivéige
Transaction.

Other than as set out below or elsewhere in thiichlof Meeting and Explanatory Statement no dimect
proposed director or senior manager of MNZ holdbatdate of this Notice of Meeting and Explanatory
Statement an interest in or material to the Traimac

(a) MNZ Directors and senior management interests

As at the date of this Explanatory Statement, tirabrer of MNZ Shares owned or controlled by the
MNZ Directors and the MNZ senior management liste8ection 5.3 are as follows:

No. of MNZ Shares % of all MNZ Shares on
issue
Naseema Sparks (Chairman) 4,604 Less than 0.1%
David Leslie Nil Nil
Elliott Kaplan Nil Nil
Michael Rosenbaum 698,602 3.62%
Mark Tayler Nil Nil

(b) Fees or benefits given or agreed to be given in connection with the Transaction

No fees or benefits have been given or agreed gvea to either Naseema Sparks, Elliot Kaplan,
Michael Rosenbaum or Mark Tayler in connection wlith Transaction.

On 24 July 2014, MNZ entered into an agreement &itlude Investments Pty Lt@élude). Under the
terms of the agreement, Zolude has been engageiftm corporate advisory services for MNZ in
connection with the Transaction.

No MNZ Director nor any member of MNZ’s senior mgaaent has any beneficial interest in any of the
shares in Zolude. However, David Leslie has agtegerform work for and on behalf of Zolude in
connection with the Transaction. Subject to combeof the Transaction, MNZ has agreed to pay
Zolude $120,000 (exclusive of GST) for its servic@sirsuant to an arrangement between Zolude and
David Leslie, Zolude has agreed to pay David Le®i@,000 in consideration for services rendered in
connection with the Transaction, on completionhef Transaction and subject to completion occurring.

No other fees or benefits have been given or agmebd given to David Leslie in connection with the
Transaction.

5.5  MNZ capital structure and ownership
(a) Shares and options on issue

As at the date of this Explanatory Statement, thenee a total of 19,287,806 MNZ Shares on issué hel
by 2,949 MNZ Shareholders.

As at the date of this Explanatory Statement, ape20 MNZ Shareholders held approximately 64.10% of
all issued MNZ Shares. As at the date of this &xatory Statement, there were also a total of &33,3
MNZ Options on issue.

Apart from MNZ Shares and MNZ Options, MNZ does have any other type of securities on issue.
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(b) Future consideration in respect of TopBuy acqui sition

In accordance with the terms of the share salecaggat relating to MNZ's acquisition of TopBuy
Australia Pty Ltd, further MNZ Shares will be issiu@and a cash payment will be made, to the verakors
follows:

. on 7 May 2015, being the first anniversary datthefTopBuy acquisition:
. a cash payment of $81,250 will be made by MNZ &wbandors; and
. 316,864 MNZ Shares will be issued to the vendard; a

. on 7 May 2016, being the second anniversary datieeof opBuy acquisition, 316,864 MNZ
Shares will be issued to the vendors.

(c) Substantial holders

As at the date of this Explanatory Statement, MN&ibstantial holders (excluding nominee holders)
were as follows:

Name Number of MNZ Shares % of all MNZ Shares on
held issue

CVC Limited 2,086,352 10.82%

HSBC Custody Nominees (Australia) 1,999,045 10.25%

Limited-GSI EDA

CVC Private Equity Limited 1,960,790 10.17%

Sun Hung Kai Strategic Capital Limited 1,041,759 5.38%

HSBC Custody Nominees (Australia) 991,179 5.14%

Limited

(d) Details of MNZ Options
As at the date of this Explanatory Statement, thenee 833,333 MNZ Options on issue as follows:

Holder Number Exercise price Expiry date

Grootemaat Holdings Pty Limited 208,333 $1.20 31 December 2014
CVC Limited 312,500 $1.20 31 December 2014
CVC Private Equity Limited 312,500 $1.20 31 December 2014

(e) Restricted securities

As at the date of this Explanatory Statement, 428¢¥ the MNZ Shares on issue are subject to escrow
restrictions such that those MNZ Shares may natdsked or sold until the relevamscrow end dates’

set out in the table below. Those MNZ Shares stibjeescrow restrictions can still be voted by the
holders at any meeting of MNZ.

In addition, the 833,333 MNZ Options on issue aheatdate of this Explanatory Statement are aljlesiib
to escrow restrictions such that those MNZ Optimag not be traded or sold until the relevaascrow
end dates’ set out in the table below.

Those MNZ Shares and MNZ Options that are subfeestrow restrictions were issued to various
parties in connection with the acquisition of D&atect Group Pty Limited.
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Holder Number and type of Escrow end date

securities escrowed

CVC Limited 187,688 MNZ Shares 29 January 2016
312,500 MNZ Options

CVC Private Equity Limited 187,688 MNZ Shares 29 January 2016
312,500 MNZ Options

Mensa Investments Pty Ltd as trustee for The 47,962 MNZ Shares 29 January 2016
Mensa Trust

Grootemaat Holdings Pty Ltd 208,333 MNZ Options 29 January 2016

5.6  Publicly available information

MNZ Shares are listed for quotation on the ASX BdIZ is obliged to comply with the continuous
disclosure requirements of ASX and the Corporatiscts

The ASX companies announcement platform (availibla ASX's website at www.asx.com.au) and
MNZ's website (www.mnemon.com.au) list announcersésgued by MNZ.
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6. Information about Grays

This section provides information on Grays.

6.1  Whois Grays?
(a) Overview of Grays

Grays is a leading onlirf@ure play’ retailer and auctioneer in Australasidh diversified sales
operations in the consumer auction and fixed meétail (B2C) market segment and the online indaktri
auction (B2B) market segment. In the 2014 findngtar, Grays had $431 million in Invoiced Saled an
net operating revenue of $96.5 million.

Grays, through its flagship website, graysonlinencis a significant player in the Australian online
auction market, spanning both the consumer auetmaifixed price retail (B2C) and the online indiadtr
auction (B2B) market segments.

Grays operates in three segments of the Australiiine market:

. Consumer auction retail (B2C) auctioning household products to consumers atkemphasis
on wine, computers, white-goods, brown-goods aneljery, through its website
graysonline.com;

. Fixed price retail (B2C): offering fixed-price consumer sales with an eagi$ on consumer
electronics, home and garden, sporting goods aysjl poimarily through its fixed price
department store, OO.com.au, and on certain preaifgred on graysonline.com; and

. Industrial auction (B2B): mostly catering to business customers, worklngedy with
corporates, banks and insolvency practitionersitti@n fixed and mobile plant and equipment,
through its website graysonline.com.

The vast majority of Grays’ sales are through tetian model on graysonline.com, with fewer sales
through the fixed price model at OO.com.au, andertain products offered on graysonline.com. & th
majority of cases, Grays acts as the agent faerslors when it sells items.

Grays also provides valuation and workplace healthsafety consulting services to business customer

Grays employs over 400 permanent employees anthhenof part-time casual employees. Grays' head
office is currently based in Homebush, NSW alongsite Company’s main distribution centre. Grays
also operates satellite distribution centres afidesf in Queensland, Victoria, South Australia, thern
Territory, Western Australia and New Zealand. dtat, Grays has at its disposal close to 60,00arsqu
metres of warehousing facilities.

(b) Brief history of Grays

Grays was established in 1989 as a traditional@ubbuse in Sydney’s inner western suburbs that ha
sales of fixed and mobile plant and equipment,fartdightly ‘rooms’ auctions of consumer items at the
premises. That beginning laid the foundation éafaty’s online industrial auction (B2B) business #rel
online consumer auction and fixed price retail (BBGsiness. The business was then knowGesys
Eisdell Timms’ (GET).

In 2000, Grays conducted its first online auctioecoming a pioneer in the Australian online mark&y.
2005, Grays’ online auctions were overtaking thditronal auctions as the method of auction chbice
most Grays vendors. At this time, several seniecetives undertook a management buy-out (MBO) of
the business from most of its founders and extesimateholders. This further accelerated growibuidpn
increased focus and investment in the online basin&oday, the majority of auctions are conducted
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through the online format, and Grays has growretmine a leading onlirt@ure play’ retailer and
auctioneer in Australasia.

Between 2008 and 2009, Grays management notedwlasra consumer trend in the Australian online
market towards fixed price sales away from auctidngparticular, this was being driven by eBay
globally. In response to this trend, a new imptbwesbsite was launched for graysonline.com, wikbdi
price capability. Grays also invested heavilyxperienced digital staff and improved software that
provided personalisation and optimisation functiities, thereby further developing its merchandisin
and buying capabilities.

In 2008, Grays moved to its current head office @isttibution centre in Homebush, Sydney, with
approximately 30,000 square metres in warehouse $jpace, where it remains today.

During the phase of rapid growth following the MBGrays was 100% owned by its employees. In
2010, Grays sought an external investor with exmee and reputation in the online market. Calexoni
acquired a 25% stake in Grays in 2011 to assisagement fto urther grow the business.

In 2013, Grays accelerated the growth of its orfixed price retail (B2C) business by acquiring the
business and net assets of OO.com.au, a fixed gmigge department store that specialises in hamde a
garden products, consumer electronics, furnityrertsng goods and toys.

Figure 13: Grays timeline *

2005 2007 2009 2010 2014
First
online - :
auction IsrLVpepsct)?td in Developed (a:s\(;iciirc;ma Acquired
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warehouse and
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cheomers into fixed with two
:Sspliers price_a_online acquisitions MNZ -
retailing transaction

base

1. Source: Grays management

6.2 How is Grays structured?
Grays’ operations are divided into two divisionthe industrial (B2B) division and the consumer and
retail (B2C) division.

Grays'’ industrial (B2B) division services finangemajor corporates, government and small business
with sales via the graysonline.com website. b @liovides valuation and workplace health and gafet
consulting services to business customers undeifays Asset Services’ brand.

Grays’ consumer and retail (B2C) division comprigesgraysonline.com and OO.com.au websites that
provide retail customers with the ability to acguér wide variety of discounted consumer products.
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1

Figure 14: Grays divisional overview
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racking
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=D
1. Source: Grays management

Both business units are supported by a shared @iepfunction that supplies the information tecloggl
accounting and human resources services.

6.3  What is Grays’ business model?
(a) Grays’' revenue model

During the 2014 financial year, Grays earned 0086 @f its net operating revenue through a
combination of consignment inventory sales and mwantory sales, which provide Grays with revenue
based on commissions, premiums and margins.

Grays earned the remaining of its net operatingmeg (less than 10%) in the 2014 financial year
through fees for providing valuation and workplaealth and safety consulting services to business
customers under the Grays Asset Services brandseTievenues are based primarily on hourly rates
charged and recovery of expenses.

Consignment inventory sales

During the 2014 financial year, approximately 9084s0ays’ Transacted Sales on the graysonline.com
website were from products sold on a consignmesisbalso, in the 2014 financial year, approxinhate
10% of Grays Transacted Sales on the OO.com.auteetEsre from products sold on a consignment
basis.

With consignment sales, Grays acts as agent forghdor (supplier or merchant) in offering the proid
for sale. When a product offered on a consignrhasis is sold, Grays earnsc@ammission’ from the
vendor based on the sale price of the item aipdeamium’ from the buyer based on the sales pridbef
item. In addition, Grays earns income where irgba for merchandise deliveries.

Figure 15 below illustrates Grays’ consignmentsaé&enue model for auction sales.
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Figure 15: Grays’ consignment sales revenue model

for auction sales (illustrative only)
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1. Source: Grays management
2. Buyer's premium and vendor commission percentages can vary depending on the product being sold. For the
purposes of illustration, GST has been ignored.

Own inventory sales

During the 2014 financial year, approximately 90Rt0ays’ Transacted Sales on the OO.com.au
website were from own inventory sales. Also, i@ 8014 financial year, approximately 10% of
Transacted Sales on the graysonline.com website fr@n own inventory sales.

With own inventory sales, Grays earns a margirherstle of inventories that it has purchased. In
addition, Grays earns income where it charges fmchrandise deliveries.

Margin on freight

Grays relies on Toll for delivery services to itdine consumer auction and fixed price retail (B2C)
customers. See Section 6.10 for a summary ofgreement with Toll. Under that agreement, Grays
pays Toll a fee per parcel for provision of deliwservices, the rate of which is dependent upon the
product size, weight and the delivery address efctistomer. Grays charges the customer a feesthat
also dependent on the same parameters. Graysswdlly charge a premium over the cost of delivery,
however, Grays will occasionally waive the freifge as an inducement to make a sale to the customer

(b) Grays’ industrial (B2B) division operations
Key features

Grays' industrial (B2B) division is an Australiaranket leader of online auctions in the online indabk
auction (B2B) market segment, servicing financiergjor corporates, government and small businkss.
provides the interface between buyers and selfersmaufacturing, engineering, automotive, mining an
warehouse equipment.

Grays'’ industrial (B2B) division further catersttee needs of business customers by providing ateess
approximately 50 specialist plant and equipmentiets and project managers that are employed by
Grays and who supply asset valuations, site ingpestrisk assessments, and advice on plant clogure
has a valuation team and a support group in eaafiand state in Australia and in Auckland, New
Zealand.
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Over the past five years, Grays’ industrial (B2Bjslon has experienced strong sales and revenue
growth, established strategic alliances with indéional auctioneers and broking houses and hdsefurt
growth potential with opportunities both in Austsaind overseas. In particular, Grays has invested
heavily in this division over the past three ydaysemploying senior executives in specialised §ekhd
acquiring a business in Western Australia.

Online asset sales

Grays' industrial (B2B) division offers vendors efficient way to market and sell their products hehi
buyers are provided with a dynamic pricing auctimodel that provides products at attractive prioes t
the buyer. Grays is able to meet the demandstbfyemdors and buyers by leveraging its
graysonline.com website and marketing analyticesafiproducts.

Auction-based sales of industrial and commerciaiggent through the graysonline.com website include
a large number of unreserved products, which astragistered bidders creating the ideal markegplac

Figure 16 below presents Grays’ industrial (B2Bjglon's Transacted Sales by product categoryen th
2014 financial year.
Figure 16: Grays’ industrial (B2B) division

Transacted Sales by product category for FY14 !
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1. Source: Grays management estimates

Grays'’ industrial (B2B) division sells a range oélustrial goods and typically assists businessesatie
undergoing site and plant closures, relocationstb@dales of surplus equipment and industrial
inventory. Although it offers some traditional atethder based sales, the vast majority of sales are
conducted online through the graysonline.com websit

Grays' industrial (B2B) division has a relativebp working capital commitment in comparison with
businesses that rely predominately on own inverdalgs, due to over 98% of the Grays’ industrial
(B2B) division's sales being sold on a consignneers commission sales basis. Goods sold are gdvid
by a range of suppliers including manufacturersilers, banks, distributors, importers, finance
companies and insolvency practitioners across a veadge of product categories.

Grays' industrial (B2B) division sources its protgifrom a mix of short-term or intermittent, andder-
term or repetitive suppliers. An aim of the indigdt(B2B) division is to increase the number of
repetitive suppliers.
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Where Grays acts as the agent for sale of product®nsignment (which accounts for the majority of
Grays’ sales — see paragraph 6.3(a) above), eagliesus required to sign a vendor agreement, llysua
on Gray's standard terms, where the terms of sadebligations of both vendor and agent are glearl
shown. For short-term or intermittent supplietsstsagreements will only apply to the sale of the
relevant products. For longer-term suppliers, Grany sometimes enter into a vendor agreement that
applies to the sales of various products over gdoperiod of time.

Grays' industrial (B2B) division does not rely omags’ supply-chain and logistics functions as higavi
as the consumer and retail (B2C) division. Thisdsause the industrial (B2B) division sells larigems
such as industrial machinery or equipment thaftencsold whilst it is still installed or held dtet

supplier's premises. Accordingly, the industri22B) division sells a large proportion of its itemssitu
at the supplier's premises or in specially proctingd party premises on short-term rental arrareygs

Strategic alliances

Grays' industrial (B2B) division has establishedwsmber of strategic alliances with internationattaan
and brokerage firms including Iron Planet, Equiparad Hilco Industrial. These alliance partners
collaborate with the industrial (B2B) division osset realisation programs and otherwise coopelittte w
the industrial (B2B) division in respect of assales in their respective industries and produmtdes as
follows:

. Iron Planet — www.ironplanet.com — expertise in ff@imining and large civil equipment;

. Equipnet — www.equipnet.com — expertise in pharmical, bio, laboratory and chemical
production equipment; and

. Hilco Industrial — www.hilcoind.com — expertiseantomotive manufacturing equipment.
Grays Asset Services

Grays'’ industrial (B2B) division also provides vation and project management functions to business
customers to ensure a smooth sales process fatiiml@and commercial equipment. The offering of
such industrial services is not online, but operétea complimentary fashion to the main onlinesal
function of Grays’ industrial (B2B) division. lperates under the brafn@rays Asset Services'.

Industrial services provided by Grays Asset Sesvinelude:

. undertaking valuations of company assets;

. undertaking inventory stock-takes;

. operating tender processes for the sale of laigh;\alue or unique assets;

. undertaking asset inspections to determine theitonaf assets that may be offered for sale; and
. providing workplace health and safety serviceslation to risks at industrial worksites.

(c) Grays’ consumer and retail (B2C) division opera  tions
Key features

Grays' consumer and retail (B2C) division offenside range of product categories including wine,
home and garden, electronics, fine jewellery, whiteds, brown-goods, computer equipment and art.

Auctioning household products to consumers is cotedlithrough its website graysonline.com, with an
emphasis on wine, computers, white-goods, browrdgamd jewellery. This sales method accounts for
the vast majority of the Grays’ consumer and réB2C) division's sales.

Fixed-price consumer sales are conducted prim#mibugh its fixed price department store, OO.com.au
and on certain products offered on graysonline.céired-price consumer sales have an emphasis on
consumer electronics, home and garden, sportingsyand toys.
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Supply chain

Grays is a pioneer of online auction retail safe8iistralia, offering a complete supply-chain sesvior
vendors.

The consumer auction process provides an effigiagtfor Grays’ major vendors to clear excess
inventories and discontinued lines. Grays’ consuanel retail (B2C) division manages the entiresale
process of warehousing, marketing, national fulii) payment and customer service. For some
customers, Grays' consumer and retail (B2C) divisitso provides a reverse logistics service witere i
receives, and refurbishes store returned productsteen resells them on behalf of these vendoosneS
of the consumer electronics industry's leading tsanilise Grays’ services in this way.

On the graysonline.com website, the Grays’ conswandrretail (B2C) division conducts the majority of
its retail sales via auction, acting as agenttentendor — ownership of the inventory never pagses
Grays and no inventory working capital is requioecthese sales. On the OO.com.au website, thesGray
consumer and retail (B2C) division conducts theariyj of its sales at a fixed price and owns the
majority of the inventory that it sells.

For the graysonline.com website, the Grays’ conswand retail (B2C) division relies on the availilil
of specific inventory categories which it souré@sn an extensive network of over 1,000 merchants.
For the OO.com.au website, the Grays’ consumeretad (B2C) division relies on a range of locatlan
overseas suppliers to provide the inventory thsglis to its customers. Both in-turn rely on imation
technology front-end platforms (websites) to transales.

Grays’ consumer and retail (B2C) division has daative supply-chain process and since 1 October
2013 has had an established relationship withwWiére over 90% of goods are despatched within two
days of sale through the graysonline.com and OQawmvebsites. The Grays’ consumer and retail
(B2C) division operates a drop-ship and standardritory model. On average over the last nine ngnth
to June 2014, Grays consumer and retail B2C Dinidiglivered approximately 87% of parcels through
Grays’ Homebush, Sydney warehouse, while approxinadtl% of its parcels were delivered through its
86 active drop-ship partners. In total, Grays'suomer and retail (B2C) division, through its loigist
partner Toll, despatched over 1 million parcelgga@ustomers from its warehouses and drop-ship
partners over the nine months since the Toll Cehtsagan on 1 October 2013. This equated to
approximately 2 million items sold in that same @nti period.

Customer base

The Grays’ consumer and retail (B2C) division hecseas to Grays’ database of over 450,000 Active
Customers.
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Figure 17: Unique visits to Grays’ websites per mo
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Figure 18: Unique visits to Grays’ websites per mo

30.0%

25.0%

20.0%

15.0%

10.0%

5.0%

0.0%

25 4% 26.4%

23.2% 23.1%
20.29
° 18.7%
17.1% 17.0%
7.9% I 8.8% 8.6%
+

18-24 25-34 35-44 45-54

® GraysOnline m OO

1. Source: Grays management

nth in FY14 by gender *

8.3%

34.9%

Male

nth in FY14 by age group *

55-64 65

Notice of meeting and explanatory statement | page 58



Figure 19: Unique visits to Grays’ websites per mo  nth in FY14 by state *
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Product categories
Wine
Wine is the strongest category for Grays’ consuamek retail (B2C) division in terms of profitabilignd

brand awareness. Over 6 million bottles of wineeasold in the 2014 financial year. In 2012,
GraysOnline won the Canstar Blue Most Satisfiedi@uer Award in the online liquor store category.

Wine sales are predominately through the graysemom website.

The wine offering of Grays’ consumer and retail B2livision provides an alternative route to market
for wine growers and distributors and services niloa® 400 wineries from Australia, and New Zealand.
Grays' consumer and retail (B2C) division is ingiegly sourcing wines direct from Europe and the
Americas.

Grays’ consumer and retail (B2C) division provide®d quality wines at affordable prices. Oftenavin
is the first product category that is purchaseddy customers to the graysonline.com website, giogi
a strong leverage point for sales on the graysermom website in other product categories.

Grays’ consumer and retail (B2C) division has depetll relationships with wine producers such that a
number of those wine producers use GraysOnlinkaasgrimary means of distribution and sales, doed t
wine section of the graysonline.com website ismiest frequented Australian wine sales website detsi
of sites owned by Woolworths and Coles.

Other product categories

In addition to wine, Grays’ consumer and retail (B2livision sells a wide variety of product catdger
through both the graysonline.com and OO.com.au iesbsThe following charts show Grays’
Transacted Sales by product categories made ayralysonline.com and OO.com.au websites in FY14.
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Figure 20: Transacted Sales by product category in FY14 on graysonline.com *
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Figure 21: Transacted Sales by product category in FY14 on OO.com.au '
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(d)  Advertising and marketing

Grays utilises a variety of advertising and marngtechniques to attract buyers to its graysordore.
and OO.com.au websites.

Grays usesSsearch engine optimisatiorBEQ) as a cost-effective way to optimise Grays’ wedsstb be
more reachable and exposed. This means that wistoneers conduct online searches for products and
categories, the appropriate web pages of the gnéiggacom and OO.com.au websites can be listeukat t
top of the search results.

Grays also useésearch engine marketingEM), which is paid search results to promote specific
products and categories available for sale andaxuoh the graysonline.com and OO.com.au websites,
as well as to increase the reach and build awasesfeems for sale and auction on the graysordora.
and OO.com.au websites.
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Retargeting is another digital marketing technigsed by Grays where Grays uses digital advertising
invite visitors to the graysonline.com and OO.camueebsites back to those websites for specific
products and categories in which they have shopmewaous interest.

Grays also widely uses price comparison sitestgtlioducts offered for sale and auction on the
graysonline.com and OO.com.au websites to reachaeay audience and generate sales.

Grays has found that its most effective marketinpithe established customer base of GraysOntide a
0OO0O.com.au. Grays optimises both its email marketemmpaigns and its websites to be product and
category specific to customer preferences detehfoen previous customer user behaviour.

Grays also uses brand and specific product adweytighere appropriate for its graysonline.com and
0O0.com.au websites through signage, as well as eadi television campaigns.

(e) Information technology

Grays relies on its information technology systdéonsales transacting and reporting. Grays hassied

in mobile platforms to address the growing takeofiimternet usage on a mobile device. Grays has a
combination of bespoke internally developed systantsbest-of-breed off-the-shelf systems adapted to
its unique business model. Figure 22 below deth@perating systems currently utilised by Grays.

Figure 22: Grays information technology operating systems *
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4) Intellectual property

The‘Grays’ and'GraysOnline’ brand names are integral to the Gbaygsness, originating from the
founder's name. Th&srays’ and GraysOnline’ brand names are registered as a tnadie in various
forms presently used by the business, which inditlde name and the logo, in both Australia and New
Zealand.

The‘O0O.com.au’ brand name is also key to the Graysiessi having been acquired when Grays
purchased the OO.com.au business in 2013. ‘@ecom.au’ brand name is registered as a trade mark
in various forms presently used by the businesgwincludes the name and the logo, in both Austral
and New Zealand.

The‘graysonline.com’ antlDO.com.au’ website addresses are integral to thggdrusiness. Grays is
the registered owner of both thgraysonline.com’ antdDO.com.au’ website address in Australia.

6.4 What is Grays’ strategy?

Grays’ goal is to be the number one online aucgonethe Consumer (B2C) and industrial (B2B)

market segments and to be a significant fixed petailer (B2C) in a number of key product categeri

To achieve this goal, Grays’ management has cosdito reshape the business as market trends change
and the economic cycle shifts.

The strategy for Grays’ industrial (B2B) divisiagtd grow on its national market position in theafice,
insolvency, SME and major corporate segments, ekfarservices to government and grow vertical
industry categories. While Grays has a significdrare of the Australian online industrial auctiB2B)
market in certain vertical category segments, Graggagement consider that there are significant
opportunities to grow Grays’ domestic market shiarmgther segments (such as mining, agriculture and
vehicles) and strengthen its presence geographicalegions where these product categories aré mos
represented.

Grays management also believes that overseas éxpamshe online industrial auction (B2B) markst i

a viable option. Grays’ integrated informationttealogy platform, warehouse management system and
websites for its industrial (B2B) division are adead relative to similar industrial auction houses
overseas and, together with the Grays’ businessepses for its industrial (B2B) division, could be
readily transferred to overseas geographies.

Grays has identified opportunities to grow bothamigally by optimising the existing business and
growing product categories and geographies, asageti-organically through acquisitions within the
Australian market. Within the Australian marketaés has acquired traditional industrial auction
businesses and introduced its systems and onlidelmath good success. Grays management believe
that such a process to duplicate the Grays modikionline industrial auction (B2B) market in cseas
geographies would be a suitable extension of itsedic growth strategy.

The longer-term impact from the global financiakis has meant that Grays’ consumer and retail {B2C
division has endured a period of low consumer g1t and increased competition. Grays’ consumer
and retail (B2C) division's strategy has been tluce its cost base and concentrate on the key grrodu
categories of wine, electronics, computer equipmghite-goods and brown-goods, as well as targeting
product categories and services that are not gégneeaviced by thebricks and mortar’ retailers such as
reverse logistics and the sale of refurbished,damraged, and superseded electronics goods, computer
equipment and white-goods.

Grays' fixed price strategy has been to grow safescustomer bases through acquisitions of companie
and businesses, and thereby increase profitatiiligugh better and more fulsome utilisation of its
largely fixed cost infrastructure (warehouses, $gphain, merchandising and marketing capabilities)

In line with this strategy, Grays acquired OO.camraApril 2013.
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Grays management believe that consolidation oAtistralian consumer auction and fixed price retalil
(B2C) market is necessary for industry participaatseach critical mass in terms of gross saleswiia
lead to sustained profitability. Following the adgition of OO.com.au in 2013, Grays has achievesd ¢
synergies associated with the consolidation of tmdfike functions and revenue synergies from the
cross-sale of products to GraysOnline and OO.cocuatomers.

6.5 Whatis Grays’ capital and ownership structure?
(a) Corporate Structure of the Grays Group

Figure 23: *
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1. Source: Grays management
2. 100% owned from 28 November 2008
3. 100% owned from 1 October 2007

(b) Shares on issue

As at the date of this Explanatory Statement, thene a total of 88,635 Grays Shares on issuelheld
47 Grays Shareholders.

Grays expects to issue a further 26,169 Grays Shauder the Grays Capital Raising. Accordingly,
Grays expects to have 114,804 Grays Shares onaftenehe Grays Capital Raising (and prior to
completion of the MNZ Offer).

As at the date of this Explanatory Statement, dpam Grays Shares, Grays does not have any otper t
of securities on issue.

(© Key shareholders of Grays

As at the date of this Explanatory Statement, tiralver of Grays Shares owned or controlled by Grays’
largest shareholders are set out in the colunedtiBhareholding before the Grays Capital Raisinghim t
table below.

The number of Grays Shares owned or controlled fay$5 largest shareholders after the Grays Capital
Raising (and prior to completion of the MNZ Offexill, in part, depend on the number of Grays Shares
subscribed for under the Grays Capital Raisinge &pected maximum number of Grays Shares owned
or controlled by Grays’ largest shareholders dfterGrays Capital Raising are set out in the column
titted ‘Maximum shareholding after the Grays Capital Raysim the table below.
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Shareholding before the Grays Maximum shareholding after

Beneficial shareholder Capital Raising the Grays Capital Raising
No. of Grays % of all No. of Grays % of all
Shares Grays Shares Grays
Shares on Shares on
issue issue
Alfred Street Nominees Pty
Limited, holding as nominee
for®:
Caledonia (Private) 6,041 6.8% 28,862 25.1%
Investments Pty Limited
and associates
Clients of Caledonia 17,629 19.9% 22,829 19.9%
(Private) Investments
Pty Limited
Cameron Poolman 11,250 12.7% 14,569 12.7%
Adam Scharer 9,825 11.1% 12,724 11.1%
Michael Hayes 7,537 8.5% 9,761 8.5%
Mark Kehoe 5,250 5.9% 6,799 5.9%
Denis Matthews 4,500 5.1% 5,828 5.1%

1. Alfred Street Nominees Pty Limited, a company associated with Caledonia, holds Grays Shares as nominee on
behalf of Caledonia, various associates of Caledonia and various clients of Caledonia. Alfred Street Nominees Pty
Limited will transfer all legal and beneficial ownership in the Grays Shares it holds to the nominees (or entities
directed by them) prior to completion of the Transaction.

2. Caledonia's maximum potential shareholding is based on the maximum number of Grays Shares that it could hold
after the Grays Capital Raising so that it would hold less than 20% of all MNZ Shares on issue after completion of the
MNZz Offer. If Caledonia's shareholding in Grays would exceed 25.1% after the Grays Capital Raising, Caledonia will
allocate such excess Grays Shares to sub-underwriters who are not associates of Caledonia.

6.6 How is Grays financed?

Grays has historically been primarily financed I tssue of equity and through operating cash flows
from its business, as well as supplier (trade)itead a working capital facility.

Grays has two debt facilities with the Commonwe8ldmk of AustraliaCBA).

The first facility with CBA is a multi option fadtly (Multi Option Facility ) with a facility limit of
$8.5 million. The Multi Option Facility compris@scontingent liability — bank guarantee facility
(Guarantee Facility), and a better business bill faciligi{l Facility ) with a facility limit of
$5.333 million.

The Guarantee Facility is used by Grays to proeideash-back bank guarantees that predominantly
relate to operating property leases. As at th&ud@ 2014, the balance of the guarantees and other
contingent guarantees provided under the Guar&ateiéty was $3.167 million.

The Bill Facility is used by Grays to cover workiogpital requirements. As at the 30 June 2014Bithe
Facility was undrawn.

The second facility with CBA is a Better Busines Bacility that was provided in 2013 to assistas
to fund the acquisition of OO.com.afioguisition Facility). The Acquisition Facility has a facility limit
of $7 million. It is an amortising facility with aree year term. Under the terms of the Acquoisiti
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Facility, Grays must make quarterly repayments3g000 and a balloon repayment at termination of
$2.8 million. The amount drawn under the AcquisitFacility can be repaid early without penalty,
however, repaid amounts are not able to be redrasvays has made early repayments under the
Acquisition Facility, and as at 30 June 2014 thestamding balance under facility was $4.5 million.

See Section 6.10 for a summary of the materialgerhthe two debt facilities with CBA.

In the 2014 financial year, Grays paid total ins¢tender the two debt facilities with CBA Faciliy
$223,873, all of which was met through operatinghddows from the Grays business.

Grays also relies on supplier (trade) credit wipebdominantly requires repayment of the full amount
within between 14 and 45 days.

The table below sets out the capitalisation andbitetiness of Grays as at 30 June 2014:

As at 30 June 2014 (miII?on)
Cash 15
Current debt 4.5
Non-current debt nil
Net total Indebtedness 3.0
Total equity 8.5
Total capitalisation and indebtedness 115

6.7 Who are the Grays Directors?

Director Expertise, experience and qualifications

Will Vicars Will is Chief Investment Officer at Caledonia and
= Non-Executive Director sits on the board of directors of Caledonia, DFO

and Chairman Investments and The Caledonia Foundation.

Age: 48 Will is Vice-Chairman and a non-executive

director of St Luke’s Hospital Foundation, a non-
executive director of Oroton Group and Oneview.

Prior to Caledonia, Will worked as a Senior
Portfolio Manager at NRMA Investments and at
Bankers Trust.

Will holds a Bachelor of Arts, majoring in
Economics, from the University of Sydney.

Mark Bayliss Mark joined Grays in May 2014 as an Executive
Executive Director and Director and the new Chief Executive Officer.

Chief Executive Officer Mark is a senior executive with over 25 years’

Age: 53 experience in international and publicly listed
companies, including with leveraged buy-outs,
private equity turn-arounds and with all aspects of
strategic, operational and financial management.

Mark's previous positions include Group Chief
Executive at Quick Service Restaurants, Partner at

Notice of meeting and explanatory statement | page 65



Director Expertise, experience and qualifications

Anchorage Capital Partners, Executive Chairman at
Antares Restaurant Group and Chief Financial
Officer at Australian Discount Retail Group and
Fairfax Media.

Mark is a member of the Institute of Chartered
Accountants in England and Wales and a graduate
of the London School of Economics where he
obtained a BSc (Econ).

Adam Scharer Adam joined Grays in 1994 and has been
Executive Director Executive Director since 1999.
Age: 44 Adam has extensive experience in all aspects of the

auction business, including sales, marketing,
management, equipment appraisal, innovation,
mergers and acquisitions and strategy.

Adam’s experience also extends to the
establishment of new branches across Australia and
development of new revenue streams.

Adam holds a Bachelor of Engineering (Hons)
from the University of Adelaide, and is a certified
plant and machinery appraiser.

Mark Kehoe Mark joined Grays in 1999, and has been an
Executive Director Executive Director heading the consumer business
r. ,a .
-l Age: 47 since 2003.
3

Mark has extensive senior level experience in
online e-commerce operations, including general
management, sales and marketing, and operations.

of

Mark also has hands on knowledge and extensive
experience in the Australian and international
online environment over the last fourteen years.

Mark holds a Bachelor of Business from the
University of Technology, Sydney.

Cameron Poolman Cameron joined Grays in 1995 as a trainee
t_,.\ Non-Executive Director auctioneer and valuer in the B2B Industrial
3 division.

Age: 45

=

Cameron became an Executive Director in 1999
and was the Chief Executive Officer of Grays from
2005 to 2014.

Cameron holds a Bachelor of Engineering from the
University of Sydney and a Masters of Business
from the University of Technology, Sydney.
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Director Expertise, experience and qualifications

Michael Messara Michael Messara is the Senior Portfolio Manager at

Non-Executive Director Caledonia and sits on the board of directors of

Age: 33 Qaledonia. Michgel is also a non-executive
director of Arrowfield Pastoral Company.

Michael joined Caledonia in 2006 after spending
five years with UBS AG in Sydney. While at UBS,
Michael held a number of roles in equity research
with a particular emphasis on the materials,
healthcare, media, gaming and small caps sectors.

Michael attended Bond University on a Business
School Scholarship and completed a Bachelor of
Commerce in 2001, majoring in Finance,
Accounting and Economics.

6.8 Who are the Grays senior management?

Executive Expertise, experience and qualifications

Mark Bayliss See Section 6.7.
Executive Director and
Chief Executive Officer

Age: 53

John Martin John was appointed Chief Financial Officer of
Chief Financial Officer Grays in 2007.

Age: 59 John has over 16 years of Chief Financial Officer
level experience (eight of which were in a listed
company environment).

John's retail experience includes roles at David
Jones and the Nuance Group, one of the world’s
largest international duty free retail groups.

John holds a Bachelor of Commerce from the
University of New South Wales, is a qualified
member of CPA Australia and a Fellow of the
Governance Institute of Australia.

Adam Scharer See Section 6.7.
Head of B2B
Age: 44
Mark Kehoe See Section 6.7.
Head of B2C

- -

wh Age: 47
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Executive

Stephen Charlesworth
Chief Information Officer

Age: 58

Expertise, experience and qualifications

Stephen became CIO of Grays in 2013 and as such
has taken responsibility for all aspects of
information technology including infrastructure,
externally hosted environments, the overall
direction of software development, management of
third party software and the relationships with key
information technology suppliers.

Stephen came to Grays in 2001 following a
successful consulting career in database driven
application development.

Stephen holds a Bachelor of Arts from Melbourne
University and a Graduate Diploma of Computing
from Monash University.

David Sharp
Head of Marketing

Age: 46

David has over 21 years’ experience in the
Australian data driven marketing, credit and
property decision science industries.

David was formerly with Sharp & Anderson
Consulting, which later became Market Advantage
and was fully acquired by Veda Ltd in 2000.
During his 12 years with Veda he was responsible
for the data-driven marketing and credit analytics
businesses.

David joined Grays in 2010 as Group Marketing
Manager and has also been responsible for the
0OO.com.au retail business.

David has a Bachelor Applied Science
(Mathematics & Computer Science) from
Swinburne University (Melb).

Julie Starley
Head of Supply-chain

Age: 41

Julie joined Grays in 2009 leading operational
excellence in customer service, logistics and
warehousing.

Julie has over 16 years’ experience in the fast-
paced online retail and information
communications technology industries.

Previously, Julie held international roles in
Vodafone Group with experience in marketing,
business and segment growth strategies, customer
experience and change management.
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6.9 What are the interests of the Grays Directors a  nd senior management?
(a) Shareholding interests of Grays Directors and s  enior management

As at the date of this Explanatory Statement, tiraber of Grays Shares owned or controlled by the
Grays Directors and senior management are sehdlieicolumn tittedShareholding before the Grays
Capital Raising’ in the table below.

The number of Grays Shares owned or controllecheyGrays Directors and senior management after the
Grays Capital Raising (and prior to completionta MNZ Offer) will, in part, depend on the numbér o
Grays Shares subscribed for under the Grays Cdatiglng. The expected maximum number of Grays
Shares owned or controlled by the Grays Directocssenior management after the Grays Capital
Raising are set out in the column titfddaximum shareholding after the Grays Capital Rafisim the

table below.

Shareholding before the Grays Maximum shareholding after the

Capital Raising Grays Capital Raising

No. of Grays % of all Grays No. of Grays % of all Grays

Shares Shares on Shares Shares on
issue issue

Cameron Poolman 11,250 12.7% 14,569 12.7%
Adam Scharer 9,825 11.1% 12,724 11.1%
Mark Kehoe 5,250 5.9% 6,799 5.9%
Mark Bayliss 3,775 4.3% 4,889 4.3%
Will Vicars 2,547 2.9% 3,299 2.9%
Michael Messara 392 Less than 1% 508 Less than 1%
John Martin 1,500 1.7% 1,944 1.7%
Stephen Charlesworth 187 Less than 1% 243 Less than 1%
David Sharp Nil Nil Nil Nil
Julie Starley 100 Less than 1% 130 Less than 1%

(b) Fees or benefits given or agreed to be given in connection with the Transaction

Other than as set out in Section 7.11(b), no feé&eoefits have been given or agreed to be givamyo
Grays Director or senior manager in connection WithTransaction, other than as a result of hex@st
in Grays Shares disclosed in paragraph (a) above.

6.10 What are Grays’ material contracts?
(@) Debt facilities with the Commonwealth Bank of A ustralia
Grays has two debt facilities with the Commonwe8ldmk of AustraliaCBA).

The first facility with CBA is a multi option fadtly (Multi Option Facility ) with a facility limit of
$8.5 million. The Multi Option Facility compris@scontingent liability — bank guarantee facility
(Guarantee Facility), and a better business bill facilii{l Facility ) with a facility limit of
$5.333 million.

A line fee of 1.5% p.a is payable on the Multi @ptFacility limit of $8.5 million. On drawn amoumnt
interest is paid at the BBSY (bid) yield rate.
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The second facility with CBA is a Better Businest Bacility that was provided in 2013 to assista§s

to fund the acquisition of OO.com.afioquisition Facility). The Acquisition Facility has a facility limit
of $7 million. It is an amortising facility with aree year term. Under the terms of the Acquoisiti
Facility, Grays must make quarterly repayments3g000 and a balloon repayment at termination of
$2.8 million. The amount drawn under the AcquisitFacility can be repaid early without penalty,
however, repaid amounts are not able to be redrawn.

A line fee of 2.39% is payable on the Acquisiticachity limit of $7 million. On drawn amounts imst
Is paid at the BBSY (Bid) yield rate.

The Multi Option Facility and the Acquisition Fatylare subject to financial covenants as follows:

. Banking Covenant T Drawn debt including guarantees and other cgetinliabilities are not to
exceed 2 times adjusted earnings before inteeestdéepreciation and amortisation for the
previous 12 month period, where adjustments repteggeed allowances for OO integration
costs.

. Banking Covenant 2 No dividends to shareholders are to be paidendibwn debt including
guarantees and other contingent liabilities ardmetceed 1 times adjusted earnings before
interest, tax, depreciation and amortisation ferghevious 12 month period, where adjustments
represent agreed allowances for OO integratiorscost

The covenants are applied six monthly under batMhlti Option Facility and the Acquisition Facylit

There are no automatic repayment triggers and efittie Multi Option Facility and the Acquisition
Facility are renewable each year in December.

The Multi Option Facility and the Acquisition Fhiy are both secured by various guarantees, ckarge
and mortgages over the whole of the assets andtakiogs of Grays and its subsidiaries

The Multi Option Facility is subject to the Commoealth Bank of Australia's standard Current Terms
and Conditions for Business Finance.

As at 30 June 2014, Grays was in technical breftdtedMulti Option Facility after incurring moredh
agreed allowances for OO.com.au integration cotsaaiting down the carrying values of certain Gray
non-current assets. The CBA acknowledged the hreBBanking Covenant 1 and has agreed to grant a
waiver as at 30 June 2014 subject to the folloveioigditions:

. the merger between Grays and MNZ is finalised am$emmated by 31 October 2014, or shortly
thereafter;

. auditor acceptance and sign off of Grays’ 30 Juiietdinancial statements;

. repayment of the Acquisition Facility by 31 OctoB€14;

. repayment of any loans drawn under the Multi Op&auwility by 31 October 2014;

. existing security structure to remain in place; and

. the loan available under the Bill Facility compohehthe Multi Option Facility to remain
undrawn until a full review of the business postgee expected to be completed by 31 December
2014.

(b)  Toll Service Agreement for delivery services

On or about 18 September 2013, Grays NSW entetedinagreement with Toll Transport Pty Limited
(Toll) for the provision of standard and express defigervices from Grays’ sites to customers within
Australia for a term of three years, on an excleigiasis (for Grays NSW and its affiliates).

As described in Section 6.3(a), Grays relies o tbgbrovide a delivery service to its online comsu
auction and fixed price retail (B2C) customers, aftdn earns a margin on the fee paid to Toll.
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This agreement has customary terms for a servieeagent including in respect of termination
(including for a change of control), confidentiglitndemnities, Toll (as the service provider) lgein
reimbursed for taxes, duties and levies it incardalivering the services, title in Toll equipmeinid
property remaining with Toll, how loss in transtdealt with, submittingchange requests’ (i.e. to vary
the services or terms), insurance, intellectuaperty and information technology, confidentialityda
privacy, force majeure and dispute resolution.

Rates under the agreement are fixed for each 12mpamiod subject to an annual review (in accordanc
with a specified formula) and other specified rewrmechanisms.

Toll has agreed to pay an annual rebate of $50a@@ays provided that the agreement is stilbircé
and there has been no material breach of its tprimsto the date the rebate is paid.

If Toll were able to demonstrate material disadagatfrom any change of control and were to terrainat
the agreement, some financial detriment may beriadlby Grays. Management considers such
detriment would not exceed $500,000.

(d) Distribution warehouse lease

As noted earlier in this Section 6, Grays’ headceffs currently based in Homebush, NSW alonggiie i
main distribution centre. Grays NSW is a partjetmses and associated documents in respect of the
Homebush head office and distribution centre. [Eases are for various terms ending on 8 September
2020, with an option to extend for a further fiveays.

Grays also operates satellite distribution cerdresoffices in Queensland, Victoria, South Aussrali
Northern Territory, Western Australia and New ZedlaThe leases in respect of these distribution
centres have been entered into by members of tags@roup and are for terms ending between 2014
and 2018, most with options to extend of varyinggté.

The term for some properties used by Grays havieezkpnd those leases are holding over on a monthly
basis.

(e) Information technology agreements

Grays and certain of its subsidiaries are partiegteements with information technology suppliers.
These agreements are largely on terms that arenalaly common in information technology supply
agreements, including that such terms are favoetatthe supplier. Among a variety of termination
rights, some agreements may be terminated for coenwee by the supplier by giving a period of natice

() Vendor and supplier agreements

Grays is a party to numerous vendor or supplieeegents. No one continuing vendor or supplier
accounts for 5% or more of Grays’ Transacted Sales.

Grays has implemented a contracting strategy wstiidndors and suppliers which it considers to be
sound, adopting a standard set of terms and condith each case which are generally on commercial
terms favourable to Grays. From time to time andansidered appropriate by Grays management,
Grays will enter into agreements with vendors qpsiers on bespoke negotiated terms or on the
standard terms of the vendor or supplier.

A standard agency agreement is used by Grays \ttemrts as the agent for the sale of consumer or
industrial products on consignment (unless a bespgkeement or the supplier's terms are used)erUnd
this standard agreement Grays is appointed on@unsexe basis to sell the products as agent for the
suppliers.

Grays offers additional services under agency ageeés for the sale of industrial products where the
auction is held at the sellers premises, includinction site cleaning and occupational health afets
hazard identification.
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Grays also purchases products, rather than actiagent for the relevant supplier (including td ealits
website OO.com.au). In these agreements thergrisager focus on ensuring the products purchased by
Grays are of merchantable quality and adhere toatgry standards. The indemnities given by the
supplier cover loss sustained in connection wighgloduct supplied, non-compliance with Australian
law and infringement of intellectual property right

6.11 What are Grays’ material licences?

Due to the nature of its business and the produsédls, Grays has obtained auctioneers licentésth
Queensland and Western Australia. Grays has liigerces in New South Wales and Victoria that
authorise Grays to sell alcoholic products vianiebsites. Grays also has motor vehicle dealemndieg in
those jurisdictions, as well as Queensland, thidtogise Grays to sell motor vehicles. Grays
management consider these licences to be cur@id, appropriate and sufficient for it to conditst
business.

6.12 Is there any litigation affecting Grays?
Grays is subject to the following material actuapotential litigation.

Except as disclosed below, as at the date of tpdalBatory Statement and as far as the Grays Direct
are aware, there is no current or threatened liigition, arbitration proceedings or administvatior
criminal or governmental prosecution of a matemgture in which Grays or any of its subsidiaries is
directly or indirectly concerned which is likely bave a material adverse impact on the business or
financial position of Grays.

(a) Western Australian fatality

On 16 July 2012, an employee of Grays NSW diedexnhfses it occupied in Western Australia as a
result of an explosion that occurred when the eyg#avas taking steps to move a fuel tank on bethalf
the landlord of the site. Grays understands thatkéafe (WA) is investigating the accident. Thieage
been no legal actions or prosecutions commencddsadarays or any of its subsidiaries in connection
with the fatality as at the date of this ExplangtStatement. The limitation period for such a poagion
or claim to be commenced is three years from the ofethe death. Grays management considers that
appropriate insurance is in place and that as angltlaim made against Grays NSW is not likelydoeh
a material financial impact on Grays.

(b)  Local court proceedings

Grays or its subsidiaries are also parties to tifferént local court proceedings in respect of oali
auctions conducted by them.

The first, brought against Grays (as the seconendigint), is part heard before a local court in \&fest
Australia and relates to the sale of furniture tredpayment of refunds paid to successful biddérs w
were unable to collect goods in respect of whidytbuccessfully bid. If Grays is unable to sdtile
claim, is unsuccessful in defending it or doessumiceed with its cross-claim against the plaintsf,
liability for the claimed amount and legal fees naaiyount to approximately $250,000 (not including an
interest that may be payable).

The second, brought against Grays NSW (as the detefendant), relates to the sale of electricity
transformers. If the plaintiff is successful ahd first defendant (the liquidators of the compsaeling
the transformers by auction) is unable to satisfyyjadgment, Grays NSW liability for the claimed
amount and legal fees may amount to approxima@ P00 (not including any interest that may be
payable).
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7. Information about the Combined Group

This section provides information about the Combind Group.

7.1 Overview of the Combined Group

The Combined Group will be created on completiothefTransaction as a result of the merger of the
businesses of MNZ and Grays. It is proposed tteOombined Group will be named "Grays
eCommerce Group".

The Combined Group's businesses had aggregatedéu/8iales of $495 million in the 2014 financial
year. The Combined Group had aggregated net apgratvenue of $122.4 million in the 2014 financial
year, and pro forma net cash of greater than $1mas at 30 June 2014 (after allowing for
Transaction costs and other events occurring befmrgletion of the Transaction such as the Grays
Capital Raising).

The Combined Group will have sales operations @Whstralian online consumer auction and fixed
price retail (B2C) market, as well as in the oniiméustrial auction (B2B) market.

The Combined Group will operate four websites, goajine.com, dealsdirect.com.au, topbuy.com.au
and OO.com.au.

In the online industrial auction (B2B) market, thembined Group will work closely with corporates,
banks and insolvency practitioners to auction fizad mobile plant and equipment, through the
graysonline.com website. It will also provide \ation and workplace health and safety consulting
services to business customers under the Gray$ 8eséces brand.

In the consumer auction retail (B2C) market segntbiet Combined Group will offer consumer auction
sales though the graysonline.com website, withraphasis on wine, computers, white-goods, brown-
goods and jewellery. In the consumer fixed pratait (B2C) market segment, the Combined Group will
offer fixed price retail sales mainly through treatsdirect.com.au, topbuy.com.au and OO.com.aan®nli
department stores, with an emphasis on consumgraés, home and garden, furniture, sporting good
and toys.

The Combined Group's head office will be basedamibush, NSW alongside Grays’ main distribution
centre.

In the short to medium term, the GraysOnline opanatwill continue to be based at the Homebush,
NSW distribution centre and satellite distributimemtres and offices in Queensland, Victoria, South
Australia, Northern Territory, Western Australiadadew Zealand. The DealsDirect operations will

continue to be based at the Ingleburn, NSW facitityd TopBuy will continue to despatch consumer
products direct from China to Australian customeasTopBuy’s distribution centre in Shenzhen.

7.2  How will the Combined Group be structured?

In line with Grays’ current operational structusedescribed in Section 6.2, the Combined Group's
operations will be divided into two divisions — timglustrial (B2B) division and the consumer anditet
(B2C) division.

A summary of the operations and divisional struetfrthe Combined Group is provided in Figure 24
below.
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Figure 24: Overview of Combined Group operations a  nd divisional structure *

Grays eCommerce Group

B2B B2C
graysonline graysonine (EF5)  DedlsDirect!
Lom
Online Auctioneer Multi website specialist online retailer
v Aleading B2B online auctioneer serving v Online department stores Grays, OO,
corporates, SMEs, banks and finance DealsDirect and TopBuy
companies v Leading B2C auctioneer

v Specialising in the efficient sale of
industrial and commercial assets, plant &
equipment

1. Source: Grays management

Both business units of the Combined Group will beported by a shared corporate function that seppli
the information technology, accounting and humaoweces services. It is expected that the shared
corporate function for the entire Combined Grouf m& provided primarily by Grays’ current services
in those areas.

7.3  What will the Combined Group's business modelb  e?

It is intended that the Combined Group's businesdainwill be an extension of the existing business
models for the Grays’ and MNZ businesses. Sedd®e813 for further details on Grays’ business mode
and Section 5.1 for an overview of MNZ’s business.

() Industrial (B2B) division

It is intended that the Combined Group's industB&B) division will be operated as per its exigtin
business model, as described in Section 6.3(b)m&kerial change to the nature of the Combined
Group's industrial (B2B) division from that of Graig expected, given that DealsDirect and TopBuy do
not operate in the online industrial auction (B2&jrket.

(b) Consumer and retail (B2C) division

The customer facing elements of the Combined Gsargrisumer and retail (B2C) division, namely its
websites and sale formats, will continue in linéhvtheir operation under the Grays’ and MNZ
businesses. That is, the graysonline.com webdliteamtinue with a consumer auction focus, withyon
certain products offered at a fixed price. Thelstigect.com.au, topbuy.com.au and OO.com.au websit
will continue to exclusively offer fixed-price camser sales.

The operations of the Combined Group's consumeretad (B2C) division will likely experience some
changes to maximise the potential cost and reveyergies that may be released following completion
of the Transaction. In particular, cross-sellipgortunities and sharing of customer database
information will be explored. This may lead to ftionality changes in the graysonline.com,
dealsdirect.com.au, topbuy.com.au and OO.com.asitesbor pricing or promotional activity across
two or more of those websites.

The operations of the Combined Group's consumeretad (B2C) division will also likely experience
some changes to maximise opportunities to levesagdeationalise the supply-chain and back-office
infrastructure of the business, and realise effityegains associated with the increased scaleeof th
Combined Group. This may include combination efwarehouse procedures, information technology
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systems and processing, financial reporting, custaarvice and logistics processing of Deals Diagct
TopBuy with GraysOnline and OO.com.au.

(c) Advertising and marketing

The advertising and marketing activities of the ®arad Group are still likely to focus separately on
each of the key brands, namely GraysOnline, DeedsDiTopBuy and OO.com.au. However, there may
be opportunity to rationalise some of those fumdio

(d) Information technology

Each of the Combined Group's websites, namely téngsgnline.com, dealsdirect.com.au, topbuy.com.au
and OO.com.au websites, uses their own informagohnology systems, such as hosting and payment
facilities. However, there may be opportunity ationalise some of those systems across some a@ir all
the Combined Group's websites.

It is expected that there will be rationalisatidrmow the Combined Group utilises back-end infoliorat
systems such as financial reporting and payrotiesgs.

(e) Intellectual property

Given that the Combined Group intends to maintagnseparate use of each of its key brands, namely
GraysOnline, DealsDirect, TopBuy and OO.com.auQbmbined Group will maintain all intellectual
property rights that relate to those brands, asagehccompanying website registrations.

7.4  What will the Combined Group's strategy be?

Grays’ goal is to be the number one online auctgonethe Consumer (B2C) and industrial (B2B)
market segments and to be a significant fixed petailer (B2C) in a number of key product categeri
Proposed management of the Combined Group belatd¢tte Combined Group will be better placed to
achieve this goal, given the enhanced scale, |sstds and improved financial position that the
Transaction will provide.

To achieve that goal, it is intended that the sggaffor the Combined Group will be an extensiothef
current strategy for Grays as described in Se@&idn That is, the Combined Group will to continadoe
an online auctioneer and online retailer in thescomer auction and fixed price retail (B2C) and stdal
auction (B2B) market segments.

It is further intended that the Combined Group wffer online consumer auction retail (B2C) through
the GraysOnline brand, online fixed price retai2(B through the DealsDirect, TopBuy, and OO.com.au
brands (and on certain items offered by GraysOpligwell as online industrial auction (B2B) thgbu
the GraysOnline brand.

The enhanced scale and strategic benefits assbeiittecombining the businesses of Grays and MNZ
are expected to facilitate growth opportunitiestfe Combined Group. The main growth opportunities
are expected to be optimising the current busireegmnding the core business and extending the
business into adjacent segments.

The optimisation of the Combined Group's currerdifiess will focus on achieving, over time, cost and
revenue synergies that are made possible by thesdcton, as well as benefits from economies désca
across supply-chain and back-office infrastructUPetential areas in which revenue synergies may be
possible include cross-selling opportunities thitotlge combination of the Grays and MNZ customer
databases of over 800,000 Active Custorhers

Strategies to expand the core business includdibgibn the category strengths of wine, home and
garden, electronics, furniture and computer equipnas well as targeting product and service Ilthas

% Based on simple aggregation ignoring any duplicatiThe actual number (net of any duplication) tad less.

Notice of meeting and explanatory statement | page 75



are not generally serviced by thwicks and mortar’ retailers, such as reverse tmgiservices and the
sale of refurbished, box damaged and supersedeguternrequipment, white-goods and audio-visual
products.

The expansion of the core business, and its extemsio adjacent segments, also relies on merger an
acquisition opportunities. The proposed managemwietite Combined Group that the Combined Group’s
enhanced scale, combined with its listed statusrapdoved financial position give the Combined Gyou
potential to be an aggregator in the consolidaB#B and B2C online markets.

Grays management have overseen the successfusdicgquand integration of OO.com.au with
GraysOnline which delivered significant benefifhe proposed management of the Combined Group
believe that the consolidation of the DealsDirent aopBuy businesses with GraysOnline and
0OO.com.au will enable further improvements in kviéh the benefits realised previously by Grays.

The strategy for the Combined Group also extendpéaific strategies for its two divisions — the
industrial (B2B) division and the consumer andité&2C) division.

The strategic goal of the Combined Group's consaméiretail (B2C) division (which will include the
brands DealsDirect, TopBuy, GraysOnline and OO.aairs to be a low cost per unit supplier of
targeted consumer product categories. Each weatrsR2C brand will target specific consumer segrsent
of the market with content relevant to that segment

The intended strategy for the Combined Group'sstrcal (B2B) division is to increase GraysOnline's
already strong market position in the finance, iwesiocy and major corporate segments, expand its
services to government and grow vertical indusstegories. Opportunities exist to further grow in
geographical segments both within and outside Aliafrboth organically and through merger and
acquisition and joint venture opportunities.

7.5 What is the integration plan for the Combined G roup and what are the likely
costs?

Having recently acquired and successfully integkéite OO.com.au business, Grays has developed a
draft integration plan for the Combined Group thak result in the combination of the warehouse
procedures, information technology systems andgssing, financial reporting, customer service and
logistics processing of Deals Direct and TopBuyhviEraysOnline and OO.com.au.

However, Grays and MNZ management have not disdussgetail that draft integration plan, and based
on the limited due diligence information provideddate, it has not been possible to accuratelytiyan
costs associated with such integration. Accorgingis considered that it would be misleading to
attempt to quantify the potential integration cathis stage.

7.6  What are the other intentions for the Combined Group?

The statements set out in this Section 7.5 aremattts of current intentions only which may chaage
new information becomes available or circumstacbesige. Any decisions will only be reached after
implementation when all material facts and circuanses are known to the Combined Group Board.

(@) Overview

This Section 7.5 sets out a summary of the intestaf the proposed Combined Group Directors in
relation to:

. the continuation of the businesses of MNZ and Gwéttsin the Combined Group;

. any major changes to be made to the businessedldfavid Grays, including any redeployment
of the fixed assets of MNZ and Grays; and

. the future employment of the present employees ZNMnd Grays,

in circumstances where the Transaction is impleetent
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The statements of intention contained in this $ecti.5 are based on information concerning the MNZ
and Grays businesses that is known to the Comitanedp Directors as at the date of this Explanatory
Statement, either from publicly available infornoatior the limited due diligence review of certaonn
public information provided by MNZ and Grays.

Final decisions regarding the matters set out b&dhonly be made by the Combined Group Board in
the light of all such material information, factsdecircumstances at the relevant time. Accordinigjig
important to recognise that the statements sehdbis Section 7.5 are statements of current tiaas
only, which may change as new information becomedable or circumstances change.

(b) Maintenance of ASX listing

It is intended that MNZ will remain admitted to toficial list of the ASX after completion of the
Transaction. It is proposed that this listing Ve under the Combined Group's proposed new name of
"Grays eCommerce Group Limited".

It is intended that the shares of MNZ, as the pazatity of the Combined Group will continue to be
quoted on ASX after completion of the Transaction.

If the Merger Resolutions are passed, it is exkittat official quotation of MNZ Shares will be
suspended immediately following the conclusionhaf Meeting pending MNZ's compliance with
Chapters 1 and 2 of the ASX Listing Rules, in adaace with ASX Listing Rule 11.1.3.

(c) Combined Group Board

The intended composition of the Combined Group Baadiscussed in Section 7.12.

(d) Business continuity / major changes

The intended strategy for the business of the CoetbGroup is discussed in Section 7.4.

It is intended that certain of the Combined Grogpiporate head office functions will be centradige
order to eliminate duplication and reduce thoséscabere possible. Functions within Grays and MNZ
will be reviewed and either totally merged wherevant, or will continue under current arrangements

It is intended that the Combined Group will proceeth a detailed review of both Grays’ and MNZ’s
assets, strategies and operations. It is anteihat this review will take approximately threesix
months. The review will pay particular attention t

. determining how to best further develop the ComthiGeoup in order to maximise returns from
the combination of Grays' and MNZ's businesseddliieg opportunities for acquisitions,
disposals and other business initiatives;

. areas where the Combined Group can add value fauinesses of Grays and MNZ through its
stronger balance sheet and access to capital;

. integration of management operating systems arttbpias, administrative procedures, systems
and reporting lines, the intention being to stad&r practises and optimise operating costs;

. the review of management and operations, includingview of head office locations;

. potential synergies and cost savings, includingloeads, insurances, professional advisory fees

and other operational costs;

. Grays’ and MNZ's current financing arrangements fuidre funding requirements to determine
the optimal capital structure for the Combined Gxcand

. external commercial relationships with service jmtexs and combined purchasing power (e.g.
product suppliers).
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(e) Employees
Impact on management and employees

It is intended that the Combined Group will retdie management personnel of both Grays and MNZ in
roles appropriate to their skills, expertise, parfance and strategic fit.

As a result of the implementation of the abovernititas, it is possible that certain functions ie th
various operations of Grays and MNZ may becomenddnt. While some job losses may occur as a
result, the incidence, extent and timing of sudhlgsses cannot be predicted in advance and wik i
on the outcome of the review described above.

Senior management terms of employment

It is intended that the terms of employment ofrtiembers of the Combined Group's senior management
team who remain with the Combined Group after cetnh of the Transaction will remain substantially
the same as their existing employment terms agitdeddn Section 7.13, other than in respect of
remuneration and incentives.

It is intended that the Combined Group will undketa review of the Combined Group's employee and
director remuneration and incentive arrangemenlsviong completion of the transaction in order to
assess whether they remain appropriate in thellesteironment. That review may result in the cleang
to the remuneration payable to senior managemedtoathe introduction of rights to participate in
short-term incentive and long-terms incentive plgoeth cash based and equity based).

7.7  What will the Combined Group capital and owners  hip structure be?
(a) Combined Group corporate structure

Figure 25: *

Combined Group (to be named
“Grays eCommerce Group”)

Grays (Aust) DealsDirect
Holdings Pty Group Pty
Limited Limited

DealsDirect TopBuy

Pty Limited

Australia Pty
Ltd

1. Source: Grays management

(b) Shares and options on issue after completion

Immediately after completion of the Transactiom tlapital structure of the Combined Group is exgubct
to be as follows:
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Issued share capital Number of MNZ Shares
Existing MNZ Shares on issue as at the date of this Explanatory Statement® 19,287,806
New MNZ Shares issued to Grays Shareholders on completion of the 73,244,952
Transaction

Pro forma MNZ Shares on issue immediately after com  pletion of the 92,532,758
Transaction

MNZ Options on issue immediately after completion of the Transaction? 833,333
Additional MNZ Shares to be issued after completion of the Transaction in 633,728

relation to the TopBuy acquisition3

Total pro forma (fully diluted) MNZ Shares on issue immediately after 93,999,819
completion of the Transaction

1. Includes 423,338 existing MNZ Shares that are subject to (escrow) restrictions on trading. See Section 5.5(e) for
further details.

2. See Section 5.5(a) for further details.

3. See Section 5.5(b) for further details.

(c) Future share issues in respect of the Bonus MNZ Shares

Under the terms of the MNZ Offer, Grays Sharehadeno hold, on the date that is 12 months after the
date of completion of the Transaction, that nundiéNZ Shares that is at least 75% of the number of

new MNZ Shares issued to them on completion oMhZ Offer will be issued Bonus MNZ Shares at a
ratio of 1 Bonus MNZ Share for every 2 new MNZ Sisaheld.

On the date that is 12 months after the date ofpbetion of the Transaction, the capital structuréhe
Combined Group is expected to be as follows:

Issued share capital Number of MNZ Shares

Pro forma (fully diluted) MNZ Shares on issue 93,999,819
immediately after completion of the Transaction

Minimum Maximum

Bonus MNZ Shares (to be issued 12 months after Nil 36,622,476
completion of the Transaction)

Total pro forma (fully diluted) MNZ Shares on 93,999,819 130,622,295
issue 12 months after completion of the
Transaction *

1. Assuming no other MNZ Shares or MNZ Options are issued during the 12 months after the date of completion of
the Transaction.
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(d) Substantial holders of the Combined Group

Based on the expected maximum shareholdings datpest Grays Shareholders after the Grays Capital
Raising (as set out in Section 6.5(b)), and thesetqul capital structure of the Combined Group
immediately after completion of the Transactions iexpected that the Combined Group's substantial
holders (excluding nominee holders) immediatelgraiompletion of the Transaction will be as follows

Number of MNZ Shares held % of all MNZ Shares
immediately after immediately after

completion completion
Caledonia (Private) Investments Pty 18,413,956 19.9%
Limited and associates
Clients of Caledonia (Private) 14,564,902 15.7%
Investments Pty Limited?
Cameron Poolman and associates 9,295,022 10.0%
Adam Scharer and associates 8,117,912 8.8%
Michael Hayes and associates 6,227,518 6.7%

1. Caledonia's expected shareholding is based on the maximum number of Grays Shares that it could hold after the
Grays Capital Raising so that it would hold less than 20% of all MNZ Shares on issue after completion of the MNZ
Offer. If Caledonia's shareholding in Grays would exceed 25.1% after the Grays Capital Raising, Caledonia will
allocate such excess Grays Shares to sub-underwriters who are not associates of Caledonia.

2. This shareholding will be created following the transfer of the legal and beneficial interest in Grays Shares held by
Alfred Street Nominees Pty Limited to nominees (or entities directed by them) prior to completion of the Transaction.
See Section 6.5(c) for further details.

(e) Details of options on issue

It is expected that there will be 833,333 MNZ Optian issue immediately after completion of the
Transaction as follows:

Holder Number Exercise price Expiry date

Grootemaat Holdings Pty Limited 208,333 $1.20 31 December 2014
CVC Limited 312,500 $1.20 31 December 2014
CVC Private Equity Limited 312,500 $1.20 31 December 2014

() Escrow arrangements

Under the terms of the MNZ Offer, Grays Sharehadeil be required to enter into Escrow Deeds. The
main effect of those Escrow Deeds is that theyyapgtrow restrictions such that the MNZ Shareseto b
issued to Grays Shareholders under the MNZ Offer mad be sold or transferred (or otherwise dealt
with) during applicable escrow periods as follows:
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Percentage of MNZ Shares Number of MNZ Shares subject Duration of escrow period

subject to escrow to escrow

100% of the 73,244,952 MNZ 73,244,952 Until 1 week following the

Shares issued to Grays release of the Combined Group’s
Shareholders first-half results for the 2015

financial year

50% of the 73,244,952 MNZ 36,622,476 Until 1 week following the

Shares issued to Grays release of the Combined Group’s
Shareholders full-year results for the 2015

financial year

See Section 11.5 for a summary of the key termscanditions of the Escrow Deeds.

In addition, the escrow restrictions that applgeotain existing holders of MNZ Shares and MNZ
Options, as described in Section 5.5(d), will comé to apply following completion of the Transantin
accordance with their existing terms.

7.8  What is the impact of MNZ Shares issued under the T  ransaction on existing
holders of MNZ Shares?

Based on the current capital structure of MNZ tdrens of the MNZ Offer, and the expected capital
structure of the Combined Group immediately afmpletion of the Transaction, the impact of MNZ
Shares issued under the Transaction on existirdgh®bf MNZ Shares is expected to be as set dbkin
table below.

The number of MNZ Shares held by existing MNZ Shalders, and the total number of MNZ Shares on
issue, in the table below are presented dnlly diluted’ basis — that is, they include the MMhares to

be issued on exercise of the 833,333 MNZ Optiorisdlware currentlyin the money') and also include
633,728 MNZ Shares which, as at the date of thjgddfratory Statement, remain to be issued in
connection with MNZ's acquisition of TopBuy.

Before completion of the Immediately after Following issue of
Transaction completion of the Bonus MNZ Shares —
Transaction Maximum *
No. of % of all No. of % of all No. of MNZ % of all
MNZ MNZ Shares MNZ MNZ Shares Shares MNZ
Shares on issue Shares on issue Shares on
issue

Existing MNZ 20,754,867 100% 20,754,867 22.1% 20,754,867 15.9%
Shareholders

Existing Grays Nil Nil 73,244,952 77.9% 109,867,428 84.1%
Shareholders

Total 20,754,867 100% 93,999,819  100% 130,622,295 100%

1. Based on maximum number of Bonus MNZ Shares issued assuming all Grays Shareholders who are eligible to
receive Bonus MNZ Shares hold at least 75% of their new MNZ Shares for a period of 12 months after completion of
the Transaction.
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7.9  How will the Combined Group be financed?

It is expected that the Combined Group’s operatigiide financed out of the operating cash flowenf
the Grays business, its cash balances and bankagelvell as supplier (trade) credit.

(a) Pro forma net cash

The Combined Group will have pro forma net casgrefiter than $10 million as at 30 June 2014 (after
allowing for Transaction costs and other eventsioarg before completion of the Transaction such as
the Grays Capital Raising).

(b) Bank debt — repayment

Grays expects to raise $13.2 million in cash utideiGrays Capital Raising. The Grays Capital Rgisi
will complete prior to completion of the MNZ OffeProceeds of the Grays Capital Raising will beduse
to repay in full all debt under the debt facilitiwgh the Commonwealth Bank of Australia (as dessdi

in Sections 6.6 and 6.10(a)), other than the gueeafacility.

Guarantees and other contingents totalling $3.llamiprovided to Grays under the Guarantee Facility
component of the Multi Option Facility will remain place after completion of the Transaction.

MNZ does not have any bank debt facilities in plaset the date of this Explanatory Statement.
(c) Bank debt — future availability

CBA has confirmed to Grays management that CBAwalik with the Combined Group to provide a
debt finance facility for use by the entire Comhir@roup, with appropriate banking covenants, after
full review of the Combined Business following cdetmpn of the Transaction.

Grays' management expects that the Combined Grdupenable to meet future interest payments due
under such debt finance facility through operatiagh flows from the Grays business.

(d) Pro forma equity and indebtedness

The table below sets out the equity and indebtedofthe Combined Group as at 30 June 2014, Pro
Forma Adjusted for completion of the Transaction:

As at 30 June 2014 $
(Pro forma adjusted for completion of the Transacti on) (million)
Cash 13.6
Current debt Nil
Non-current debt Nil
Net total Indebtedness 13.6
Total equity 41.5

Note: See Section 8.5 for detail of Pro Forma Adjustments relating to the Combined Group's pro forma balance
sheet as at 30 June 2014.
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7.10 Who will be the Combined Group Directors?
(a) Board composition

The Combined Group will be guided by directors v@itbomplementary set of capabilities. The
Combined Group Board will ultimately be comprisddiee directors, including the Chairman. The
Combined Group Board will consist initially of:

Director Role Committees *
Jonathan Pinshaw Non-Executive Chairman Audit and Risk Committee

(Independent) Remuneration and Nomination

Committee
Mark Bayliss Executive Director and Chief ~ None
Executive Officer
Naseema Sparks Non-Executive Director Audit and Risk Committee

(Independent) Remuneration and Nomination

Committee

Will Vicars Non-Executive Director Audit and Risk Committee

Remuneration and Nomination
Committee

1. Final composition of the Committees will be determined following appointment of the additional non-executive
director described below.

Detailed biographies of the proposed directorgasgided in paragraph (b) below.

It is intended that the Combined Group Board wibbaint an additional non-executive director after
completion of the Transaction and will have regarthe ASX Corporate Governance Council's
Corporate Governance Principles and Recommendatiaaing so.

Three of the five Combined Group Directors willibdependent directors for the purposes of the ASX
Corporate Governance Council's Corporate Govern@riceiples and Recommendations, those persons
being free from any business or any other relatignthat could materially interfere with, or reaably

be perceived to interfere with, the independentase of their judgment.

Will Vicars, being associated with Caledonia, astabtial shareholder in the Combined Group, is not
considered to be independent, and Mark Baylisa xacutive director (the Chief Executive Officel.
is considered that Will Vicars will add significaveilue given his considerable experience and skitid
will bring objective and independent judgementii® Combined Group Board’s deliberations.

(b) Combined Group Director profiles

Director Expertise, experience and qualifications

Jonathan Pinshaw Jonathan is an experienced board director and
Non-Executive Chairman business leader.

He has held non-executive director roles in a
number of public companies including Just Group
(Chairman), Australian Consolidated Investments
(Chairman), Fairfax Media (Deputy Chairman),
James Hardie and Country Road.

He has also chaired a number of private equity
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Director Expertise, experience and qualifications

owned companies. Previous executive roles
include Managing Director of public companies
OPSM Group and Freedom Furniture, as well as
Chief Executive Officer roles with Gestetner Asia-
Pacific and Brierley Investments Australia.

Jonathan holds a Bachelor of Business Science
(Hons) from the University of Cape Town and a
Bachelor of Commerce (Hons) from the University
of South Africa.

Mark Bayliss See Section 6.7.
Executive Director and
y Chief Executive Officer

Age: 53

Naseema Sparks See Section 5.2.
Non-Executive Director

Age: 61

Will Vicars See Section 6.7.
Non-Executive Director

Age: 48

(c) Combined Group Directors’ disclosures

No proposed Combined Group Director listed in Sestion 7.10 has been subject of any legal or
disciplinary action that is less than 10 years old.

No proposed Combined Group Director listed in 8estion 7.10 was an officer of any company that

entered into a form of external administration lseaof insolvency during the time that the proposed
Combined Group Director was an officer or withihzamonth period afterwards, other than as set out
below.

Jonathan Pinshaw was the Chairman of AustraliandDist Retail GroupADR) between 2005 and
2008, when it was owned by private equity interestBR was placed into external administration in
2009. ADR was successfully sold by the administeaaind the proceeds of sale repaid the banking
syndicate’s debt in full, with a surplus remainirgroceeds received also substantially settledredcu
creditor’s claims.

7.11 What are the interests of the Combined Group D  irectors?
(a) Shareholding interests of Combined Group Direct  ors

Based on the expected maximum shareholdings dthgs Directors after the Grays Capital Raising (as
set out in Section 6.5(c)), and the expected degtitacture of the Combined Group immediately after
completion of the Transaction, it is expected thatnumber of Grays Shares owned or controlledhby t
Combined Group Directors immediately after compieif the Transaction will be as follows:
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No. of MNZ Shares % of all MNZ Shares on

immediately after issue immediately after
completion completion
Jonathan Pinshaw (Chairman) 226,490 Less than 1.0%
Mark Bayliss 3,119,182 3.4%
Naseema Sparks 4,604 Less than 1.0%
Will Vicars 2,104,762 2.3%

(b) Fees or benefits given or agreed to be given in connection with the Transaction

No fees or benefits have been given or agreed gvea to Will Vicars in connection with the
Transaction, other than as a result of his intére@trays Shares disclosed in Section 6.5(d).

No fees or benefits have been given or agreed givMem to Naseema Sparks in connection with the
Transaction, other than as a result of her inteli@sINZ Shares disclosed in paragraph (a) above.

No fees have been given or agreed to be givertlterelonathan Pinshaw or Mark Bayliss in connection
with the Transaction. Jonathan Pinshaw and Mag#ti&a together with certain other senior execwgive
of Grays, each participated in a buy-back of cei@rays Shares that took place on 22 Septembet 201
with the approval of Grays Shareholders. Thosg/&&hares were bought back at the implied price of
the MNZ Offer (based on the five day volume weighéwerage price of MNZ Shares after
announcement of the Transaction of $1.5417 per MNdre). The proceeds were used to repay loans
they each owed to Grays. The number of Grays Shmaiel by Jonathan Pinshaw and Mark Bayliss
disclosed in Section 6.5(d) represents the numb@rays Shares held by them after that buy-back.

No other benefits have been given or agreed tavam go either Jonathan Pinshaw or Mark Bayliss in
connection with the Transaction, other than asalref their respective interests in Grays Shares
disclosed in Section 6.5(d).

(c) Non-executive directors’ remuneration

Under the MNZ Constitution, the MNZ Directors dezithe total amount paid to all MNZ Directors as
remuneration for their services as a director. kelev, under the ASX Listing Rules, the total amount
paid to all non-executive directors for their seed must not exceed in aggregate in any finanewl the
amount fixed at the company’s general meeting.attbe date of this Explanatory Statement, this
amount has been fixed by MNZ at $200,000 per anuth that limit will continue to apply to the
Combined Group following completion of the Trangatt Given that the size of he MNZ Board will
increase following completion of the Transactianinclude two additional directors, MNZ will seek a
increase of that amount to $600,000 at its 2014iamyeneral meeting.

Otherwise, the remuneration of Combined Group Birscmust not include a commission on, or a
percentage of, the profits or income of the Comthi@eoup and the non-executive Combined Group
Directors are not entitled to participate in anypégee incentive scheme (but the Combined Group may
allow them to elect to receive their fees in therf@f MNZ Shares, subject to shareholder approval
under, and/or any necessary waiver of, the ASXngsRules).

(d) Executive Director and CEO

Grays NSW has entered into an employment contralstMark Bayliss to govern his employment with
Grays. Mark Bayliss is employed in the positiorEagcutive Director and CEO of Grays. See Section
7.13(c) for further details.
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(e) Deeds of access, insurance and indemnity for Co  mbined Group Directors

It is proposed that the Combined Group will enteo ideeds of indemnity, insurance and access with
each Combined Group Director which confirm each Gioed Group Director’s right of access to certain
books and records of the Combined Group for a gericseven years after the Combined Group Director
ceases to hold office. This seven year period Ineegxtended where certain proceedings or
investigations commence before that seven yeaogeripires.

Pursuant to the MNZ Constitution, the Combined @rmay indemnify directors and employees, past
and present, against liabilities allowed under laynder the proposed deeds of indemnity, insurance
access, the Combined Group will indemnify each GaethGroup Director against all liabilities to
another person that may arise from their positoa director of the Combined Group or its subsigéar
to the extent permitted by law. The deed will giipe that the Combined Group will meet the full
amount of any such liabilities, including reasomdklal costs and expenses.

Pursuant to the MNZ Constitution, the Combined @rmay arrange and maintain directors’ and

officers’ insurance for the Combined Group Diresttwr the extent permitted by law. Under the dded o
indemnity, insurance and access, the Combined QGraugb obtain such insurance during each Combined
Group Director’s period of office and for a periofdseven years after a Combined Group Directoreeas
to hold office. This seven year period can bergde where certain proceedings or investigations
commence before the seven year period expires.

4) Other information

It is proposed that Combined Group Directors magp &l reimbursed for travel and other expenses
reasonably incurred in attending to Grays’ affaion-executive directors may be paid such additional
or special remuneration as the Combined Group [irsedecide is appropriate where a Combined Group
Director performs extra work or services which aogin the capacity as director of the Combinedupro

or a subsidiary. It is not intended that therd al any retirement benefit schemes for Combinezli®r
Directors, other than statutory superannuationrgmntons.

7.12  Who will be the senior management of the Combi  ned Group?
(a) Senior management team

On completion of the Transaction, the key membéteeoCombined Group's senior management team
will include:

. Mark Bayliss — Executive Director and Chief ExeeeatDfficer
. John Martin — Chief Financial Officer

. Adam Scharer — Head of B2B

. Mark Kehoe — Head of B2C

. Michael Rosenbaum — GM, DealsDirect

. Stephen Charlesworth — Chief Information Officer
. David Sharp — Head of Marketing

. Julie Starley — Head of Supply-chain

The locations of detailed biographies of the CoradiGroup's senior management are referred to in
paragraph (b) below.
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(b) Combined Group senior management profiles

Executive Expertise, experience and qualifications

Mark Bayliss See Section 6.7.
Executive Director and
Chief Executive Officer

Age: 53

John Martin See Section 6.8.
Chief Financial Officer

Age: 59

Adam Scharer See Section 6.7.
Head of B2B

Age: 44

Mark Kehoe See Section 6.7.
Head of B2C

Age: 47

Michael Rosenbaum See Section 5.2.
GM — DealsDirect

Age: 33

Stephen Charlesworth See Section 6.8.
Chief Information Officer

Age: 58

David Sharp See Section 6.8.
Head of Marketing

Age: 46

Julie Starley See Section 6.8.
Head of Supply-chain

Age: 41
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(c) Combined Group senior management disclosures

No proposed senior manager of the Combined Gratgdliin this Section 7.12:

. has been subject of any legal or disciplinary actit is less than 10 years old; or

. was an officer of any company that entered intorenfof external administration because of
insolvency during the time the senior manager weasfficer or within a 12 month period
afterwards.

7.13 What are the interests of the Combined Group's ~ senior management?

(a) Shareholding interests of the Combined Group's senior management

Based on the expected maximum shareholdings insGrathe Combined Group's senior management
after the Grays Capital Raising, and the expecipdtal structure of the Combined Group immediately

after completion of the Transaction, it is expedtet the number of Grays Shares owned or controlle

by the Combined Group's senior management immégiafter completion of the Transaction will be as
follows:

No. of MNZ Shares immediately % of all MNZ Shares on issue
after completion immediately after completion

Mark Bayliss 3,119,182 3.4%

John Martin 1,240,272 1.3%

Adam Scharer 8,117,912 8.8%

Mark Kehoe 4,337,762 4.7%

Michael Rosenbaum 698,602 Less than 1.0%
Stephen Charlesworth 155,034 Less than 1.0%
David Sharp Nil Nil

Julie Starley 82,940 Less than 1.0%

(b) Fees or benefits given or agreed to be given in connection with the Transaction

No fees or benefits have been given or agreedyoithe proposed senior managers of the Combined
Group listed in Section 7.12 in connection with Tmansaction, other than as a result of their retbpe
interests in Grays Shares and/or MNZ Shares.

(c) Executive Director and CEO

An employment agreement between Grays and Marki€&agbcuments the terms of his employment.
Mark is the CEO of Grays and sits on the Grays 8@aran executive director. His annual salary
(inclusive of superannuation) is $390,000.

On or about the date of Mark's employment agreen@&natys issued to Mark 5,500 Grays Shares at $505
per sharelficentive Share3. Grays made a loan (on a limited recourse b&sislark to pay for the
Incentive Shares. The Incentive Shares are esdrdingting Mark's ability to deal with the Incexé
Shares (other than in specific circumstances imetpd buy back of the Incentive Shares conducted by
Grays, transfers to related bodies corporate, famédmber or family trusts, or if there is a chan§e

control occurring after 31 December 2014).

The employment agreement provides for a stagedgelef the Incentive Shares from escrow with no
transfers permitted up to the first anniversarthefdate of the employment agreement, one thitbeof
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Incentive Shares able to be transferred betweefirghe@and second anniversaries and two thirdsef t
Incentive Shares able to be transferred betweesedit@end and third anniversaries. No transfer
restrictions in the employment agreement applyélhcentive Shares after the third anniversary.

The issue of Incentive Shares and their stagedselfrom escrow are not linked or subject to the
satisfaction of any performance criteria or thrégsio

Mark will be permitted to accept the MNZ Offer iaspect of the Incentive Shares. With effect from
completion of the Transaction, the escrow restidithat apply to the Incentive Shares will instapply

to the MNZ Shares that Mark receives as considerdtr the sale of this Incentive Shares to MNZaemd
the MNZ Offer. Those escrow restrictions will apph addition to other escrow arrangements desdribe
in this Explanatory Statement (see Section 7.7(f) Section 11.5).

Mark may terminate his employment with Grays byirggvsix months notice in writing. Grays may
terminate Mark by giving six months notice in wrigior by making a payment in lieu of notice. Ie th
event of serious misconduct or other specific gitstances warranting summary dismissal, Grays may
terminate Mark's employment agreement immediatétliyaut notice.

Mark is subject to a restraint of trade for a peégjual to his notice period (for which Grays haislp
Mark all his salary and other entitlements) in exgpf working for a competitor and in respect thfew
matter such as solicitation of, for example, custmnsuppliers, directors, employees and contractor

The terms of Mark's employment will be subjecthe proposed review of remuneration and incentive
arrangements described in Section 7.6(e).

(d) Other senior management

In addition to Mark Bayliss (as described in paagdp (c) above), each other proposed member of the
Combined Group's senior management is employedrimdigidual employment agreements. These
establish total compensation including a basesadaperannuation contribution and incentive
arrangements, variable notice and termination grons of between one and three months,
confidentiality provisions, and statutory leaveitgnents.

Either the Combined Group or the senior manager teraginate the relevant senior manager's
employment by providing between one and three ngmibtice in writing before the proposed date of
termination or in the Combined Group's case, payimeieu of notice. Non-compete restrictions gppl
in the event of termination of a senior managaripleyment.

The terms of employment of senior management wikbject to the proposed review of remuneration
and incentive arrangements described in Sectiqe)?.6

7.14 Employee incentive arrangements

As at the date of this Explanatory Statement, MIdZ &dopted an employee incentive scheme known as
the Mnemon Limited Performance Rights PIRRP), pursuant to which the MNZ Board has discretion
to offer performance rights to senior managemeitfasm of long-term equity incentive.

The terms and conditions of the PRP were annoulog&dNZ to ASX on 24 January 2014.

As at the date of this Explanatory Statement, gotsi have been issued by MNZ under the PRP, and
there are no rights on issue under the PRP whicé hat been exercised.

It is not intended that any rights will be issuedier the PRP after completion of the Transaction.
Following the proposed review of remuneration arantive arrangements described in Section 7.6(e),
changes may be made to the PRP, or a new emplogeetive scheme may be adopted, following which
rights may be issued under the PRP (as amendeuaider any new employee incentive scheme adopted
by the Combined Group.
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7.15 Corporate Governance of the Combined Group

The Combined Group Board is concerned to ensutatltbaCombined Group is properly managed to
protect and enhance MNZ Shareholder intereststtatdhe Combined Group, the Combined Group
Directors, officers and employees operate in am@pjate environment.

The Combined Group intends to remain listed on ASXe ASX Corporate Governance Council has
developed and released the Corporate Governanuggbeis and RecommendatiorsSX
Recommendation} for Australian listed entities in order to promatvestor confidence and to assist
companies to meet stakeholder expectations. TheR&ommendations are not prescriptions, but
guidelines. However, under the ASX Listing Rulg Combined Group will be required to provide a
statement in its annual report disclosing the extemwhich it has followed the ASX Recommendations
the reporting period. Where the Combined Grougsdu follow a recommendation, it must identify the
recommendation that has not been followed and mgi@sons for not following it. The proposed
Combined Group Board does not anticipate that thalined Group will depart from the ASX
Recommendations — however, it may do so in theduflt considers that such a departure would be
reasonable.

The Combined Group Board intends that the MNZ'stixg charters, policies and procedures, as
summarised in paragraphs (a) to (f) below, will aameffective immediately following completion dfet
Transaction. Those corporate governance chamerpalicies reflect the ASX Recommendations. The
Combined Group Board intends to review those charpmlicies and procedures following completion of
the Transaction, and may make changes to thenthgh&@ombined Group Board considers to be
necessary or desirable to reflect the structureopedations of the Combined Group. The Combined
Group’ charters, policies and procedures be mad#adle on the Combined Group's website.

(a) Board Charter

The Board Charter formalises the functions andaesipilities of the Combined Group Board. The
Combined Group Board is ultimately responsibledibmatters relating to the running of the Combined
Group.

(b) Code of Conduct

The Code of Conduct for directors addresses mattgant to the Combined Group's legal and ethical
obligation to its stakeholders. The policy outlines requirements with respect to:

. relationships;

. compliance with laws and ethics;

. conflicts of interest;

. confidentiality;

. use of the Combined Group assets; and
. competition.

(c) Securities Trading Policy

The Securities Trading Policy sets out the Combi@ealip's policy with regard to trading in MNZ
securities. The policy applies to all directorsl @y management personnel of the Combined Grodp an
their associates. The policy outlines: the reeuéets; general prohibition on insider trading; negbns

on trading; additional restrictions on short-terading; permission to trade; exceptions; required
notification of proposed trade in securities; antfitation of trade in the securities.
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(d)  Audit and Risk Committee Charter

The Audit and Risk Committee Charter outlines thmgosition of the committee; its responsibilities;
authority; meeting requirements; reporting proceduand oversight of the risk management system.

(e) Disclosure Policy

The Disclosure Policy has been adopted with a wegnsuring that the Combined Group complies with
the protocol requirements of the ASX Listing Rul@$e strategy highlights the requirements for
immediate notification, the procedure for disclgsthe information, those responsible for discloghig
information and policy review details.

() Remuneration and Nomination Committee Charter

The Remuneration and Nomination Committee Chandimes the composition of the committee; its
responsibilities; duties; and meeting requirements.

The Combined Group Board recognises the need éo€tdmbined Group to operate with the highest
standards of behaviour and accountability. The Kinad Group Board has considered the ASX
Recommendations to determine an appropriate systewntrol and accountability to best fit its buesss
and operations commensurate with these guidelifies. Combined Group will seek to follow these
recommendations and, as required under the ASxbi®ules, where the Combined Group determines
it would be inappropriate to follow the principleecause of its circumstances, the Combined Grollip wi
provide reasons for not doing so in its annual repo

The Combined Group Board will consider on an ongdiasis its corporate governance procedures and
whether they are sufficient given the nature of@oenbined Group's operations and its size.

7.16 Dividend policy of the Combined Group

There is no present intention for the Combined @roucommence a dividend payment strategy. Rather
it is intended that, in the short-term, surplushddews are reinvested within the business forltimg-

term benefit of MNZ Shareholders, rather than atsteom focus on dividends. The Combined Group
Board will review this policy in light of existingonditions at an appropriate time each year.

7.17 Capital management policy of the Combined Grou p

Grays expects to raise $13.2 million under the &@gpital Raising before completion of the
Transaction. The $13.2 million raised will be usegay transaction costs estimated at approxigatel
$4 million, and to provide the Combined Group vatlificient working capital to fund both the
integration process and the Combined Group's grewétegy as outlined in Section 7.4.

7.18 Material contracts of the Combined Group

Other than the material contracts of Grays as sumathin Section 6.10, and the lease describe helow
no other contracts are considered to be materthlet@ombined Group.

MNZ leases premises at 5 Inglis Road, Ingleburn NZB65. The term of the lease is from 1 July 2013 to
30 June 2015 with no option to renew.

7.19 Related party transactions of the Combined Gro  up

As at the date of this Explanatory Statement, rajr@rays or any of its subsidiaries is party to any
material related party arrangements.

On 24 July 2014, MNZ entered into an agreement ditude Investments Pty Lt@6¢lude) to provide
corporate advisory services in respect of the Tetitn, with Zolude being entitled to $120,000
(exclusive of GST) for its services, subject to ptetion occurring. If completion occurs, half bgt
$120,000 amount is payable to David Leslie in adersition of the services he has provided to Zoinde
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connection with the Transaction. See Section pfédurther information. This arrangement withtn
continue to apply to the Combined Group followirgnpletion of the Transaction.

As at the date of this Explanatory Statement, rasdNZ and any of its subsidiaries is party to atlger
material related party arrangements.

Notice of meeting and explanatory statement | page 92



8. Financial information

This section provides an overview of relevant finatial information relating to MNZ and Grays
and the Combined Group on completion of the Transamn.

8.1 Introduction

This Section 8 contains a summary of the finanofalrmation that the MNZ Directors have concluded i
relevant for MNZ, for the year ended 30 June 2@, the Grays Directors have concluded is relevant
for Grays for the three years ended 30 June 2@L2uB8e 2013 and 30 June 2014 and that the MNZ
Directors and the Grays Directors have concludeelevant in respect of the Combined Group on
completion of the Transaction.

8.2  Overview and basis of preparation
(a) MNZ overview

Section 8.3 contains a summary of the financiarimition in relation to MNZ which the MNZ Directors
have concluded is relevant to investors and comgptise following:

. The historical consolidated Statement of Profit &k for the year ended 30 June 2014, as set out
in Section 8.3(a);

. The historical consolidated Statement of Cash Flowthe year ended 30 June 2014, as set out
in Section 8.3(c); and

. The historical consolidated Statement of Finané@dition as at 30 June 2014, as set out in
Section 8.3(e),

collectively, ‘Historical Financial Information — MNZ ”.

Historical Financial Information — MNZ summarisedexted financial data derived from MNZ’s audited
consolidated financial statements for the year érdfeJune 2014. MNZ's consolidated financial
statements for the year ended 30 June 2014 weredly Ernst & Young and an unqualified opinion
issued.

In addition, investors please be aware that pasbqmeance is not an indication of future performanc

MNZ Shares are listed on the ASX and MNZ is obligedomply with the continuous disclosure
requirements of ASX and the Corporations Act.

The ASX companies announcement platform (availabla ASX's website at www.asx.com.au) and
MNZ's website (www.mnemon.com.au) list announcersesgued by MNZ.

(b) Grays overview

Section 8.4 contains a summary of the financiarimftion in relation to Grays which the Grays
Directors have concluded is relevant to investas @mprises the following:

. The historical consolidated Statements of Profitdss for the three years ended 30 June 2012,
30 June 2013 and 30 June 2014, as set out in Sé&tdéa);

. The historical consolidated Statements of Cash &limwthe three years ended 30 June 2012, 30
June 2013 and 30 June 2014, as set out in Secti¢r);&and

. The historical consolidated Statement of Finané@dition as at 30 June 2014, as set out in
Section 8.4(e),
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collectively, ‘Historical Financial Information — Grays”.

Significant accounting policies upon which the Higtal Financial Information — Grays is based are
included in Section 8.4(f).

Historical Financial Information — Grays summarisekected financial data derived from Grays’ autlite
consolidated financial statements for the yeareerdd June 2012 and 30 June 2013. In respect of 30
June 2014 preliminary audit clearance has beerigedwn the trial balance supporting the Stateroént
Profit & Loss, the Statement of Cash Flows andStaement of Financial Position but as at the date

this Explanatory Statement the statutory consaidiihancial statements have not been approvetey t
Grays Directors for signing. Grays’ consolidatedhhcial statements for the years ended 30 Jun2 201
and 30 June 2013 were audited by Ernst & Youngpeliminary audit clearance has been provided for
30 June 2014 by Ernst & Young. Unqualified opisievere issued in respect of the years ended 30 June
2012 and 30 June 2013.

In addition, investors please be aware that pasbipeance is not an indication of future performanc
(c) Combined Group overview

Section 8.5 contains a summary of the financiadrimftion in relation to the Combined Group whicé th
MNZ Directors and the Grays Directors have conadilidaelevant to investors and comprises the
following:

. An aggregated Statement of Profit & Loss of the Gmmd Group for the year ended 30 June
2014, as set out in Section 8.5(a);

. A pro forma Statement of Cash Flows of the Combi@ealup for the year ended 30 June 2014,
assuming completion of the Grays Capital Raising,MINZ Offer and the Transaction as set out
in Sections 8.5(b) and (c); and

. A pro forma Statement of Financial Position of @@mbined Group as at 30 June 2014,
assuming completion of the Grays Capital Raising,MINZ Offer and the Transaction as set out
in Section 8.5(c),

collectively, ‘Pro Forma Financial Information — Combined Group”.

Significant accounting policies upon which the Posma Financial Information — Combined Group is
based are included in Section 8.5(d).

(d) Basis of preparation

The Historical Financial Information — MNZ, the kbsical Financial Information — Grays and the Pro
Forma Financial Information — Combined Group hagerbprepared in accordance with Australian
Accounting Standards, other authoritative pronoovargs of the Australian Accounting Standards Board
and the Corporations Act, however have been prdparaccordance with the measurement and
recognition requirements (but not all of the présgon and disclosure requirements) of Australian
Accounting Standards. The Historical Financiabmfation —MNZ, the Historical Financial Information
— Grays and the Pro Forma Financial InformatioromBined Group are presented in an abbreviated
form and do not include all of the disclosures llgyaovided in financial statements prepared in
accordance with the Corporations Act.

The Historical Financial Information — MNZ, the kbsical Financial Information — Grays and the Pro
Forma Financial Information — Combined Group hagerbreviewed by McGrathNicol Transaction
Advisory Pty Ltd, whose Investigating Accountamport is contained in Section 10.

The information set out in Sections 8.3, 8.4 afidsBould be read together with:
. Management's discussion & analysis set out in &exi8.3(b), 8.3(d), 8.4(b) and 8.4(d);

. The risk factors described in Section 9;
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. The Investigating Accountant's Report set out iatiSe 10; and
. Any other relevant information contained in thisplanatory Statement.

The Pro Forma Financial Information — Combined @rbas been prepared in order to give investors a
guide as to the performance and position as iffth@saction had taken place at 30 June 2014 ahe in
circumstances noted in this Explanatory Statemeati®@es not purport to state the actual financial
performance and position at the time the Transadti@ffected and implemented.

In addition, investors please be aware that pasbipeance is not an indication of future performanc
8.3  Historical Financial Information — MNZ
(a) MNZ — historical consolidated Statement of Prof it & Loss

The historical consolidated Statement of Profit 8k has been extracted from the audited consdalidate
financial statements of MNZ for the year ended (38J2014.

MNZ - historical consolidated Statement of Profit & Loss

Notes FY2014

$m

Net operating revenue 1,2 25.9
Operating expenses 2 (26.8)
EBITDA pre significant items (0.9)
Significant items (0.8)
EBITDA post significant items 1.7)
Depreciation and amortisation (0.3)
EBIT (2.0)
Net interest expense 1 (0.1)
Loss before tax (2.1)
Income tax expense (0.2)
Loss after tax (2.2)

Note 1:Net operating revenue is presented net of intemanue which is
separately disclosed within "Net interest expense"

Note 2:Net operating revenue is presented net of cosdleEsand inclusive of
shipping costs to ensure consistency with Grays

(b) Management's discussion & analysis of the hist  orical financial performance
Overview of Historical Financial Information — MNZ

FY2014 was a transformational year for MNZ compigta successful reverse listing, capital raising) an
the acquisition of TopBuy in April 2014 thus positing MNZ as an industry consolidator with a desire
to acquire e-commerce assets which are capabdvefdging DealsDirect’s scale and operating
capability. During FY2014 the focus of the buskbas been on the operations of DealsDirect (aedjuir
January 2014) and integrating TopBuy. No adjustmbave been made for the operations of TopBuy
and MNZ prior to the accounting acquirer DealsDiieeacquisition as MNZ continues to restructure and
integrate these businesses and in light of thesk@ion announced which is the subject of this
Explanatory Statement, numerous assumptions waud to be made which would add unnecessary
complexity to the presentation of the Historicaldticial Information - MNZ. Some restructuring st
were also incurred during FY2014. Transactionmstructuring costs have been identified as sicguift
items in the historical consolidated StatementrofiP& Loss above.
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Net operating revenue

Revenue is derived from online retail sales withurstralia. MNZ specialises in a range of home and
lifestyle products and sells these products onigubh its online websites and is a B2C retailer.

For the purposes of the Explanatory StatementyiiRg Directors have considered the proposed
disclosure in the context of the Transaction anetlteetermined that certain adjustments need todukem
to the presentation and disclosure of revenuednsistency between MNZ and Grays. For this reason,
Net operating revenue represents sales revenuart@diper the consolidated financial statementsphe
interest revenue, inclusive of shipping costs reced and net of cost of sales.

A reconciliation follows:

MNZ — Net operating revenue reconciliation

FY2014
$m

Sales revenue per the consolidated financial sttesn 62.6
Other revenue per the consolidated financial statgsn(excluding 13
interest revenue)
Less cost of sales (48.9)
Add shipping costs 10.9
Net operating revenue per Section 8.3(a) 25.9

Operating expenses

Operating expenses substantially relate to costveihtory sold, employment costs and marketing
expenses. Transaction and restructuring costgiasso with the acquisitions of DealsDirect and
TopBuy which amount to $0.8m have been identifiegignificant items in the historical consolidated
Statement of Profit & Loss above.
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(c) MNZ — historical consolidated Statement of Cas  h Flows

The historical consolidated Statement of Cash Floagssbeen extracted from the audited consolidated
financial statements of MNZ for the year ended 3%J2014.

MNZ - historical consolidated Statement of Cash Flows

FY2014
$m

Cash flows from operating activities
Receipts from customers 63.6
Payments to suppliers and employees (64.8)
Finance costs (0.2)
Interest received 0.1
Income tax paid (0.0)
Net cash used in operating activities (1.4)

Cash flows from investing activities
Purchase of property plant and equipment (0.0)
Purchase of intangibles (0.0)
Cash acquired from subsidiary 4.8
Initial payment for purchase of controlled entities (0.2)
Net cash provided by investing activities 4.4

Cash flows from financing activities
Proceeds from issue of ordinary shares 2.6
Cost of ordinary share issues (0.9)
Net cash provided by financing activities 1.7
Net increase in cash and cash equivalents 4.7
Cash and cash equivalents at the beginning ofdhe y 1.1
Cash and cash equivalents at the end of the year 5.8

(d) Management's discussion & analysis of the hist  orical cash flows
Cash flows from operating activities

Cash receipts are derived from customers offs@lyynents to suppliers and employees, consisteht wit
Section 8.3(b) above.

Cash flows from investing and financing activities

During FY2014 MNZ acquired DealsDirect. A simukaus capital raising was conducted at the same
time with an overall increase in cash resultingriuthe year.
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MNZ — historical consolidated Statement of Fina

(e)

ncial Position

The historical consolidated Statement of Finané@dition has been extracted from the audited
consolidated financial statements of MNZ for tharyended 30 June 2014.

MNZ - historical consolidated Statement of Financial Position

As at
30 June 2014
$m

Cash and cash equivalents 5.8
Trade and other receivables 1.2
Inventories 6.5
Total current assets 13.5
Property, plant and equipment 0.5
Intangible assets 2.6
Deferred tax asset 0.9
Total non current assets 4.0
Total assets 175
Trade and other payables (10.8)
Provisions (0.4)
Total current liabilities (11.2)
Trade and other payables (0.6)
Provisions (0.4)
Total non current liabilities (0.9)
Total liabilities (12.2)
Net assets 5.3
Equity
Issued capital 26.0
Reserves 0.3
Accumulated losses (20.9)
Total equity 5.3
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8.4  Historical Financial Information - Grays
(@)  Grays — historical consolidated Statements of P rofit & Loss

The historical consolidated Statements of Profliégss have been extracted from the audited
consolidated financial statements of Grays fonytbars ended 30 June 2012 and 30 June 2013 and from
the trial balance for the year ended 30 June 2@b4 which preliminary audit clearance has beenmgive

FY2014 EBITDA pre significant items included thél fyear operating results for OO.com.au for thetfir
time. Grays Directors are of the view that the BY2result is not truly representative of the besiin
its current form as by the end of FY2014, the bigmef the OO.com.au retail integration, togethéhw
ongoing business improvement initiatives were gdid fully realised and this work is ongoing. &&®
Section 8.4(c) for a summary of historical caslwBo Grays has demonstrated positive cash flogr fr
operating activities for the past three financiedns.

Grays - historical consolidated Statements of Profit & Loss

Notes FY2012 FY2013 FY2014

$m $m $m

Net operating revenue 1,2 80.0 88.5 96.5
Operating expenses (75.6) (82.6) (92.8)
EBITDA pre significant items 4.3 5.9 3.7
Significant items - (0.4) (4.8)
EBITDA post significant items 4.3 5.5 (1.2)
Depreciation and amortisation (2.5) (2.9) (3.7)
EBIT 1.8 2.6 (4.8)
Net interest revenue 1 0.2 0.4 0.2
Profit before tax 2.0 3.0 (4.6)
Income tax (expense)/benefit (0.4) (0.9 0.6
Profit after tax 1.6 2.1 (4.0)

Note 1: Net operating revenue is presented nettefest revenue which is separately disclosed\Net"
interest revenue"
Note 2: Net operating revenue is presented netbsif of sales to ensure consistency with MNZ

(b)  Management's discussion & analysis of the histo  rical financial performance
Overview of Historical Financial Information — Gray

Grays is an Australian and New Zealand e-commenaapgwith diversified operations covering both
B2C retail operations and B2B through its markeirfg brands graysonline.com, Grays Asset Services,
OO.com.au and other strategic alliances. No rpacts/e adjustments have been made for the opesatio
of OO.com.au, nor for any other acquisitions ptmtheir acquisition by Grays given the materiatify
some of these acquisitions and the significantuettring that has taken place following the pusehaf
OO.com.au. Transaction and restructuring coste baen identified as significant items in the histd
consolidated Statements of Profit & Loss above.

Net operating revenue

Revenue is derived from online retail and consuaoetion sales (B2C) and online industrial auctions
(B2B).

For the purposes of the Explanatory StatemeniGtlags Directors have considered the proposed
disclosure in the context of the Transaction angftetermined that certain adjustments need todsem
to the presentation and disclosure of revenuedosistency between MNZ and Grays. For this reason,
Net operating revenue represents sales revenuarti@diper the consolidated financial statementsphe
interest revenue and net of cost of sales. UMNZ shipping costs recovered are included in reeenu
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A reconciliation follows:

Grays — Net operating revenue reconciliation

FY2012 FY2013 FY2014

$m $m $m
Revenue per the consolidated financial statements 117.2 119.9 143.7
or trial balance (excluding interest revenue)
Less cost of sales (37.2) (31.4) (47.2)
Net operating revenue per Section 8.4(a) 80.0 88.5 96.5

Operating expenses

Total operating expenses include employment costsjpancy costs, marketing costs, travel costk ban
charges, refunds, professional fees and other glesuedl administration expenses. Transaction and
restructuring costs have been identified as sicgnifi items in the historical consolidated Statesenht
Profit & Loss above. During FY2014 $2.8m of thgngficant items was attributable to a write down in
intangible assets (OO.com.au) and integration eargaction costs comprised $2.0m.
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(c) Grays — historical consolidated Statements of C ~ ash Flows

The historical consolidated Statements of Cashdlbave been extracted from the audited consolidated
financial statements and results of Grays for ¢y ended 30 June 2012 and 30 June 2013 andifeom t
trial balance for the year ended 30 June 2014 wiooh preliminary audit clearance has been given.

Grays - historical consolidated Statements of Cash Flows

FY2012 FY2013 FY2014

$m $m $m

Cash flows from operating activities
Receipts from customers 118.8 148.9 190.3
Payments to suppliers and employees (113.0) (143.7) (186.0)
Interest received 0.7 0.5 0.4
Interest paid (0.5) (0.2) (0.2)
Income tax paid (0.0) (0.7) (0.1)
Net Cash flows from operating activities 6.0 4.9 4.4

Cash flows from investing activities
Proceeds from sale of property, plant and equipmen 0.0 0.0 0.0
Purchase of property, plant and equipment (0.7) (0.3) (2.2)
Purchase of software (1.2) (0.9) (0.9)
Cash paid on acquisition businesses (0.6) (5.6) -
Net Cash flows from investing activities (2.5) (6.7) (3.0)

Cash flows from financing activities
Capital component of shares repurchased (1.4) - -
Loans repaid by/(to) related party 0.1 - -
Loans (to)/repaid by employees 1.4 (3.1) (3.9)
Proceeds from the issue of capital - - 3.3
Proceeds from non bank borrowings 3.3 - -
(Repayment)/proceeds from bank borrowings (1.0) 6.0 (1.5)
Payment of dividends on shares (8.1) (0.8) -
Net Cash flows from (used in) financing activities (5.7) 2.1 (2.1)
Net increase (decrease) in cash and cash equivakent (2.2) 0.3 (0.7)
Cash and cash equivalents at beginning of period 4.1 1.9 2.2
Cash and cash equivalents at end of period 1.9 2.2 1.5

(d) Management's discussion & analysis of the histo rical cash flows
Cash flows from operating activities

Cash receipts are derived from customers offs@alyynents to suppliers to employees, consistent with
Section 8.4(b) above.

Cash flows from investing and financing activities

Transactions have primarily related to acquisitibsoftware and purchases of businesses, with ts m
significant transaction being the purchase of O®.ao in FY2013.
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(e) Grays — historical consolidated Statement of Fi  nancial Position

The historical consolidated Statement of Finane@dition has been extracted from the trial balascat
30 June 2014 upon which preliminary audit cleardrasbeen given.

Grays - historical consolidated Statement of Financ ial Position

As at
30 June 2014
$m
Cash and cash equivalents 15
Trade and other receivables 10.7
Inventories 10.0
Total current assets 22.2
Other financial assets 55
Deferred tax assets 2.9
Property, plant and equipment 3.4
Intangible assets and goodwill 6.9
Total non current assets 18.6
Total assets 40.8
Trade and other payables (22.6)
Interest-bearing loans and borrowings (4.5)
Provisions (4.1)
Total current liabilities (31.2)
Provisions (1.2)
Total non current liabilities (1.1)
Total Liabilities (32.3)
Net assets 8.5
Equity
Contributed equity 9.3
Retained earnings 6.3
Reserves (7.1)
Total equity 8.5
() Summary of Grays’ significant accounting polici es

Set out below are the significant accounting pefias they relate to Grays and which form the lmdisis
the Historical Financial Information — Grays.

Basis of consolidation

The consolidated financial statements for FY2012 RYi2013 comprise the financial statements of
Grays (Aust) Holdings Pty Limited and its subsitiaras at 30 June each year (“the Group”). FY2814
based on the consolidated worksheet as at 30 Dide 2

The financial statements of subsidiaries are pezbfor the same reporting period as the parent aogp
using consistent accounting policies.

In preparing the consolidated financial statemaaitsntercompany balances and transactions, income
and expenses and profit and losses resulting fntra-group transactions have been eliminated in ful

Subsidiaries are fully consolidated from the datewhich control is transferred to the Group andseda
be consolidated from the date on which contralaadferred out of the Group.

Significant accounting judgements, estimates asdraptions

In the process of applying the Group's accountigies, management continually evaluate judgements
estimates and assumptions based on experiencetardactors including expectations of future egent
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that may have an impact on the Group. All judgemesstimates and assumptions made are believed to
be reasonable based on the most current set afstances available to management.

Significant judgements, estimates and assumpti@derby management in the preparation of these
financial statements are set out below:

Impairment of goodwill and intangibles with indetiuseful lives

The Group determines whether goodwill and intaregiblith indefinite useful lives are impaired atstea
on an annual basis. This requires an estimatitheofecoverable amount of the cash-generating tmits
which the goodwill and intangibles with indefiniteeful lives are allocated.

Revenue recognition

Revenue is recognised to the extent that it isgistebthat the economic benefits will flow to theoGp
and the revenue can be reliably measured. Theafmipspecific recognition criteria must also be met
before revenue is recognised:

Sale of goods

Revenue from the sale of goods is recognised whene is persuasive evidence that the goods have
passed to the customer. Evidence is usually ificitme of a delivery docket issued at the time of\aely
of the goods to the customer. The delivery of theds and the delivery docket indicate that theee ha
been a transfer of the risks and rewards of owirsh

Rendering of services

Amounts disclosed as revenue are net of returade tallowances and duties and taxes paid. Commissio
income, handling, buyer’s premium, valuation feed eecovery of expenses are brought into account
once the auction or valuation has been completed.

Where the contract outcome cannot be measuredlselr@venue is recognised only to the extent ef th
expenses recognised that are recoverable.

Interest income

Revenue is recognised as interest accrues usirgjféaive interest method. This is a method of
calculating the amortised cost of a financial aasetallocating the interest income over the raieva
period using the effective interest rate, whicthisrate that exactly discounts estimated futusé ca
receipts through the expected life of the finanaidet to the net carrying amount of the finarasakt.

Other Revenue

Other revenue is recognised when the right to veddie revenue has been established.
Borrowing costs

Borrowing costs are recognised as an expense wboarréed.

Leases

The determination of whether an arrangement i®ntains a lease is based on the substance of the
arrangement and requires an assessment of whaéhtfilment of the arrangement is dependent @n th
use of a specific asset or assets and the arrangjeorveys a right to use the asset.

Capitalised leased assets are depreciated ovestingated useful life of the lease term.
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Operating lease payments are recognised as ansjretie income statement on a straight-line basis
over the lease term. Operating lease incentiveseamgnised as a liability when received and
subsequently reduced by allocating lease paymetigelen rental expense and reduction of the ligbilit
in the income statement as an integral part ofdts lease expense.

Cash and cash equivalents

Cash and short-term deposits in the balance sbesgtrise cash at bank and in hand and short-term
deposits with an original maturity of three montindess.

For the purposes of the historical Statements sh@laws, cash and cash equivalents consist of @adh
cash equivalents as defined above, net of outstgrmink overdrafts.

Trade and other receivables

Trade receivables, which generally have 30-60 dayg, are recognised and carried at fair value and
subsequently measured at amortised cost lessawaalte for impairment.

An impairment provision is recognised when therebgective evidence that the Group will not be able
collect the receivable. Bad debts are written dfewidentified.

Inventories
Inventories comprise finished goods which are \élaiethe lower of cost and net realisable value.

Costs incurred in bringing each product to its en¢docation and condition include the purchaseepri
freight, cartage and import duties.

Net realisable value is the estimated selling pndi#e ordinary course of business, less estimedsts
of completion and the estimated costs necessanake the sale.

Foreign currency translation

Both the functional and presentation currency o&yS (Aust) Holdings Pty Limited and its Australian
subsidiaries is Australian dollars ($). Each gntitthe Group determines its own functional cucsen
and items included in the financial statementsagheentity are measured using that functional agsre

Transactions in foreign currencies are initiallgageded in the functional currency by applying the
exchange rates ruling at the date of the trangacfibonetary assets and liabilities denominated in
foreign currencies are retranslated at the raexcifiange ruling at the balance sheet date.

All exchange differences in the consolidated finalh@port are taken to profit or loss.

Tax charges and credits attributable to exchanf@ereinces on those borrowings are also recognised i
equity.

Non-monetary items that are measured in termssbbical cost in a foreign currency are translated
using the exchange rate as at the date of thalitritinsaction.

Non-monetary items measured at fair value in aidoreurrency are translated using the exchangs rate
at the date when the fair value was determined.

The functional currency of the overseas subsidi@nays Auctions Limited) is New Zealand dollars
(NZ$).

As at the reporting date the assets and liabildafebese subsidiaries are translated into thegptaton
currency of Grays (Aust) Holdings Pty Limited bétrate of exchange ruling at balance date and thei
statements of comprehensive income are translatbe aveighted average exchange rate for the year.

The exchange differences arising on the translatrerrecognised in other comprehensive income.
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On disposal of a foreign entity, the deferred clatiué amount recognised in equity relating to that
particular foreign operation is recognised in grofiloss.

Income tax

Current tax assets and liabilities for the cureand prior periods are measured at the amount eeghéxt
be recovered from or paid to the taxation authesitThe tax rates and tax laws used to compute the
amount are those that are enacted or substanéwelgted by the balance sheet date.

Deferred income tax is provided on all temporaiffedénces at the balance sheet date between the tax
bases of assets and liabilities and their carrgimgunts for financial reporting purposes.

Deferred income tax liabilities are recogniseddibtaxable temporary differences except when:

« the deferred income tax liability arises from thitial recognition of goodwill or of an asset or
liability in a transaction that is not a busineembination and that, at the time of the transagtion
affects neither the accounting profit nor taxablefipor loss.

« when the taxable temporary difference is assocmattdinvestments in subsidiaries, associates
or interests in joint ventures, and the timinghaf teversal of the temporary difference can be
controlled and it is probable that the temporaffed@nce will not reverse in the foreseeable
future.

Deferred income tax assets are recognised foedlictible temporary differences, carry-forward of
unused tax assets and unused tax losses, to #e #xt it is probable that taxable profit will be
available against which the deductible temporaffedinces and the carry-forward of unused tax tsedi
and unused tax losses can be utilised, except when:

» the deferred income tax asset relating to the ddde¢emporary difference arises from the
initial recognition of an asset or liability in @hsaction that is not a business combination and,
the time of the transaction, affects neither theoanting profit nor taxable profit or loss.

* when the deductible temporary difference is assediaith investments in subsidiaries,
associates or interests in joint ventures, in wiike a deferred tax asset is only recognised to
the extent that it is probable that the tempordifferdnce will reverse in the foreseeable future
and taxable profit will be available against whibk temporary difference can be utilised.

The carrying amount of deferred income tax assatsviewed at each balance date and reduced to the
extent that it is no longer probable that suffitiexable profit will be available to allow all part of the
deferred income tax asset to be utilised.

Unrecognised deferred income tax assets are rasagsatseach balance date and are recognised to the
extent that it has become probable that futurebiaxarofit will allow the deferred tax asset to be
recovered.

Deferred income tax assets and liabilities are omeglsat the tax rates that are expected to appheto
year when the asset is realised or the liabilisettled, based on tax rates (and tax laws) theat haen
enacted or substantively enacted at the balanet date.

Income taxes relating to items recognised diraotlgquity are recognised in equity and not in profi
loss.

Deferred tax assets and deferred tax liabilitiesodfset only if a legally enforceable right exigisset off
current tax assets against current tax liabiltied the deferred tax assets and liabilities retathe same
taxable entity and the same taxation authority.
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Tax consolidation legislation

Grays (Aust) Holdings Pty Limited and its wholly oed Australian controlled entities implemented the
tax consolidation legislation as of 4 July 2005.

The head entity, Grays (Aust) Holdings Pty Limitat the controlled entities in the tax consolidatio
group continue to account for their own current dafkrred tax amounts. The Group has applied the
group allocation approach in determining the appab@ amount of current taxes and deferred taxes to
allocate to members of the tax consolidated group.

Assets or liabilities arising under tax fundinge®ments with the tax consolidated entities aregriced
as amounts receivable from or payable to othetiesiin the Group.

Any difference between the amounts assumed andrasoeceivable or payable under the tax funding
agreement are recognised as contribution to (trilalision from) wholly owned tax consolidated eietit

Other taxes
Revenues, expenses and assets are recognisedmetofount of GST except:

« when the GST incurred on a purchase of goods anitss is not recoverable from the taxation
authority, in which case the GST is recognisedaaisqf the cost of acquisition of the asset or as
part of the expense item as applicable; and

* receivables and payables, which are stated witarti@unt of GST included.

The net amount of GST recoverable from, or payahléhe taxation authority is included as part of
receivables or payables in the balance sheet.

Cash flows are included in the historical consaédaStatements of Cash Flows on a gross basishand t
GST component of cash flows arising from investind financing activities, which is recoverable from
or payable to, the taxation authority are classifis operating cash flows.

Commitments and contingencies are disclosed riiecimount of GST recoverable from, or payable to,
the taxation authority.

Property, plant and equipment

Plant and equipment is stated at cost less acctedutizpreciation and any accumulated impairment
losses.

The cost of improvements to or on leasehold prgpsrtapitalised, disclosed as leasehold improvémen
and amortised over the unexpired period of theeleaghe estimated useful lives of the improvements
whichever is the shorter.

Depreciation is calculated on a straight-line basir the estimated useful life of the assets bsWe:
Leasehold improvements - over the lease term
Plant and equipment:

* electronic equipment - 3 - 5 years
e furniture and fittings - 3 - 5 years
« office equipment - 3 - 5 years

e motor vehicles - 5 years

The assets’ residual values, useful lives and asadiin methods are reviewed, and adjusted if
appropriate, at each financial year end.

Derecognition and disposal

An item of property, plant and equipment and soffenia derecognised upon disposal or when no further
future economic benefits are expected from itsansdisposal.
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Any gain or loss arising on derecognition of theeaigcalculated as the difference between the net
disposal proceeds and the carrying amount of thetais included in the statement of comprehensive
income.

Investments and other financial assets

Financial assets in the scope of AASB 139 Finaringtruments: Recognition and Measurement are
classified as either financial assets at fair véitweugh profit or loss, loans and receivablesgtet
maturity investments, or available-for-sale investits, as appropriate. When financial assets are
recognised initially, they are measured at faiueaplus, in the case of investments not at fdureva
through profit or loss, directly attributable tracton costs. The Group determines the classifinaif its
financial assets after initial recognition and, wiadlowed and appropriate, re-evaluates this desigm
at each financial year-end.

Recognition and derecognition

All regular way purchases and sales of financiaétsare recognised on the trade date i.e. thetdste
the Group commits to purchase the asset. Regulpuw@hases or sales are purchases or sales of
financial assets under contracts that require égfief the assets within the period establishea gy

by regulation or convention in the market place.

Loans and receivables

Loans and receivables are non-derivative finarasaets with fixed or determinable payments thahate
quoted in an active market. Such assets are catigiohortised cost using the effective interestiogt
Gains and losses are recognised in profit or Idswthe loans and receivables are derecognised or
impaired, as well as through the amortisation pgece

Available-for-sale investments

Available-for-sale investments are those non-déxigdinancial assets that are designated as &leila
for-sale or are not classified as loans and rebégaheld to maturity investments and financiakés at
fair value through profit and loss. After initiadgognition available-for sale investments are meakat
fair value with gains or losses being recognised ssparate component of equity until the investrsen
derecognised or until the investment is determiodak impaired, at which time the cumulative gain o
loss previously reported in equity is recognisegriofit or loss.

Investments in subsidiaries

Investments in subsidiaries are recognised andcegulesitly measured at cost, less any provision for
impairment.

Goodwill and intangible assets
Goodwill

Goodwill acquired in a business combination isatlit measured at cost being the excess of theafost
the business combination over the Group’s intérette net fair value of the acquiree's identifeabl
assets, liabilities and contingent liabilities.

Following initial recognition, goodwill is measureti cost less any accumulated impairment losses.

Goodwill is reviewed for impairment annually or radrequently if events or changes in circumstances
indicate that the carrying value may be impaired.

For the purpose of impairment testing, goodwillidoed in a business combination is, from the
acquisition date, allocated to each of the Groap&h-generating units, or groups of cash-generating
units, that are expected to benefit from the syiesrgf the combination, irrespective of whethereoth
assets or liabilities of the Group are assignatidee units or groups of units. Each unit or grotipnits
to which the goodwill is so allocated:
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* represents the lowest level within the Group atcithe goodwill is monitored for internal
management purposes; and

* is not larger than a segment based on either tbep@ primary or the Group’s secondary
reporting format determined in accordance with AABB Segment Reporting.

Impairment is determined by assessing the recoleeathount of the cash-generating unit (group oh€as
generating units), to which the goodwill relat&®hen the recoverable amount of the cash-generating
unit (group of cash-generating units) is less ti@ncarrying amount, an impairment loss is recaghis
When goodwill forms part of a cash-generating (guibup of cash-generating units) and an operation
within that unit is disposed of, the goodwill assted with the operation disposed of is includethi
carrying amount of the operation when determinimgdain or loss on disposal of the operation.
Goodwill disposed of in this manner is measureagtdas the relative values of the operation dispa$ed
and the portion of the cash-generating unit rethine

Intangibles

Intangible assets acquired separately or in a basinombination are initially measured at cost. dist
of an intangible asset acquired in a business auatibn is its fair value as at the date of acqoisit
Following initial recognition, intangible asset® acquired at cost less any accumulated amortisatid
any accumulated impairment losses. Internally gerdrintangible assets, excluding capitalised
development costs, are not capitalised and expgrdg recognised in profit and loss in the year in
which the expenditure is incurred.

The useful lives of intangible assets are assasdeel either finite or indefinite. Intangible asseiith
finite lives are amortised over the useful life aested for impairment whenever there is an indicat
that the intangible asset may be impaired. The asation period and the amortisation method for an
intangible asset with a finite useful life is rewed at least at each financial year end. Changein
expected useful life or the expected pattern obuoomption of future economic benefits embodied @ th
asset are accounted for prospectively by chan@i@@mortisation period or method, as appropriate
which is a change in accounting estimate. The asatidn expense on intangible assets with finitedi
are recognised in profit and loss in the expensegoay consistent with the function of the intargib
asset.

Intangible assets with indefinite useful lives tasted for impairment annually either individuadlyat
the cash generating unit level consistent withntle¢hodology outlined for goodwill above. Such
intangibles are not amortised. The useful lifefraangible asset with an indefinite life is reved each
reporting period to determine whether an indefilifteassessment continues to be supportable t}fthe
change in the useful life assessment from indefitutfinite is accounted for as a change in anating
estimate and is thus accounted for on a prospelotises.

The amortisation rate is calculated on a straiglktbasis over the estimated useful life of thetas
follows:

e Computer software - 3 - 5 years
e Brand names - 3 - 5 years
e Customer data bases - 3 - 5 years

Research and development costs

Research costs are expensed as incurred. An ibtaragset arising from development expenditureron a
internal project is recognised only when the Groap demonstrate the technical feasibility of cortipte
the intangible asset so that it would be availédnesither use or sale, its intention to completd s

ability to use or sell the asset, how the assétgeiterate future economic benefits, the availytilf
resources to complete the development and thayatailimeasure reliably the expenditure attributable
the intangible asset during its development. Fdlovthe initial recognition of the development
expenditure, the cost model is applied requirirgahset to be carried at cost less any accumulated
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impairment losses. Any expenditure so capitaliseghiortised over the period of expected benefihfro
the related project.

The carrying value of an intangible asset arismogifdevelopment expenditures is tested for impaitme
annually when the asset is not yet available fetr as more frequently when an indication of impainn
arises during the reporting period.

Impairment of assets

The Group assesses at each reporting date whbdreri¢ an indication that an asset may be impalired
any such indication exists, or when annual impaitnesting for an asset is required, the Group make
an estimate of the asset’s recoverable amountsAet'a recoverable amount is the higher of itsvaiue
less costs to sell and its value in use and igméted for an individual asset, unless the asses tot
generate cash inflows that are largely indepenatetitose from other assets or groups of assetshend
asset's value in use cannot be estimated to be tots fair value. In such cases the assetisdder
impairment as part of the cash generating unithickvit belongs. When the carrying amount of aretiss
or cash-generating unit exceeds its recoverableiatthe asset or cash-generating unit is congidere
impaired and is written down to its recoverable amo

In assessing value in use, the estimated fututeftags are discounted to their present value uaipge-
tax discount rate that reflects current marketsssents of the time value of money and the risksiip
to the asset. Impairment losses relating to coimgaperations are recognised in those expense
categories consistent with the function of the imgghasset unless the asset is carried at revalmednt
(in which case the impairment loss is treated @valuation decrease).

An assessment is also made at each reporting sladendhether there is any indication that previgusl
recognised impairment losses may no longer existay have decreased. If such indication exists, the
recoverable amount is estimated. A previously rasegl impairment loss is reversed only if there has
been a change in the estimates used to deterngresset's recoverable amount since the last impairm
loss was recognised. If that is the case the cagrgmount of the asset is increased to its recbieera
amount. That increased amount cannot exceed thgraamount that would have been determined, net
of depreciation, had no impairment loss been reisegrfor the asset in prior years. Such reversal is
recognised in profit or loss unless the assetrisethat revalued amount, in which case the revéssa
treated as a revaluation increase. After suclversal the depreciation charge is adjusted in éutur
periods to allocate the asset’s revised carryinguan less any residual value, on a systematic loasr
its remaining useful life.

Impairment losses recognised for goodwill are mbisequently reversed.
Trade and other payables

Trade payables and other payables are carried@tiaed costs and represent liabilities for goaus a
services provided to the Group prior to the entheffinancial year that are unpaid and arise when t
Group becomes obliged to make future paymentssipea of the purchase of these goods and services.

Interest-bearing loans and borrowings

All loans and borrowings are initially recognisddtee fair value of the consideration received less
directly attributable transaction costs.

After initial recognition, interest-bearing loansdaborrowings are subsequently measured at anubrtise
cost using the effective interest method.

Gains and losses are recognised in profit or Idsewthe liabilities are derecognised.
Employee leave benefits

Wages, salaries, annual leave
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Liabilities for wages and salaries, including nooratary benefits and annual leave expected to be
settled within 12 months of the reporting dateramognised in provision for employee entitlements i
respect of employees’ services up to the repodatg. They are measured at the amounts expeched to
paid when the liabilities are settled. Liabilities non-accumulating sick leave are recognised when
leave is taken and are measured at the rates ppaj/able.

Long service leave

The liability for long service leave is recognisedhe provision for employee entitlements and ress
as the present value of expected future paymeris toade in respect of services provided by employe
up to the reporting date using the projected wumeitlit method. Consideration is given to expectedréu
wage and salary levels, experience of employeertigpa, and periods of service. Expected future
payments are discounted using market yields atejerting date on national government bonds with
terms to maturity and currencies that match, asetyoas possible, the estimated future cash outflow

Contributed equity

Ordinary shares are classified as equity. Increat@oists directly attributable to the issue of rehares
or options are shown in equity as a deductionph&ix, from the proceeds.

(9) Material changes to Grays’ financial position

As part of the Transaction a number of adjustmen@rays’ historical consolidated Statement of
Financial Position will be required. These areasgtfurther in Section 8.5(c).
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8.5 Pro Forma Financial Information — Combined Gro  up
(a) Combined Group — aggregated Statement of Profit & Loss

The table below reflects aggregated informatiorraedifrom Sections 8.3 and 8.4. No retrospective
acquisition accounting adjustments have been applids preparation and is provided to reflect the
Combined Group as if Grays and MNZ had operatedtbmy for FY2014 on a simple aggregation basis.

Combined Group - aggregated Statement of Profit & Loss

Grays MNZ  Aggregated

FY2014 FY2014 FY2014

$m $m $m

Net operating revenue 96.5 25.9 122.4
Operating expenses (92.8) (26.8) (119.6)
EBITDA pre significant items 3.7 (0.9) 2.8
Significant items (4.8) (0.8) (5.6)
EBITDA post significant items (1.2) 1.7) (2.8)
Depreciation and amortisation (3.7) (0.3) (4.0
EBIT (4.8) (2.0) (6.8)
Net interest revenue/(expense) 0.2 (0.2) 0.1
Loss before tax (4.6) (2.1) (6.7)
Income tax benefit/(expense) 0.6 (0.2) 0.4
Loss after tax (4.0 (2.2) (6.3)
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(b) Combined Group — pro forma Statement of Cash FI  ows

The Combined Group’s pro forma Statement of Caslwv&has been sourced from Sections 8.3 and 8.4
and presents the Combined Group as if the Tramselktid taken place as at 30 June 2014. No
retrospective acquisition accounting adjustment lieeen made in respect of its preparation.

Combined Group - pro forma Statement of Cash Flows FY2014

Grays MNZ Pro Forma Pro
Adjustments Forma
$m
$m $m $m
Cash flows from operating activities
Receipts from customers 190.3 63.6 - 253.8
Payments to suppliers and employees (186.0) (64.8) - (250.8)
Interest received 0.4 (0.2) - 0.2
Interest paid (0.2) 0.1 - (0.2)
Income tax paid (0.2) (0.0) (0.2)
Cash flows from operating activities 4.4 1.4 - 3.0
Cash flows from investing activities
Proceeds from sale of property plant and 0.0 - - 0.0
equipment
Purchase of property, plant and equipment (2.2) .0)(0 - (2.2)
Purchase of software (0.9) (0.0) (0.9)
Cash acquired from subsidiary - 4.8 - 4.8
Cash paid on acquisition businesses (0.2) - (0.2)
Cash flows from investing activities (3.0) 4.4 - 1.4
Cash flows from financing activities -
Loans (to)/repaid by employees (3.9) 1.6 (2.3)
Proceeds from non bank borrowings/share 3.3 2.6 13.2 19.1
issues
(Repayment)/proceeds from bank borrowings (1.5) - (4.5) (6.0)
Cost of ordinary share issues - (0.9 (4.0) (4.9)
Cash flows from financing activities (2.2) 1.7 6.3 5.9
Net increase (decrease) in cash (0.7) 4.7 6.3 10.3
Cash at beginning of period 2.2 1.1 - 3.3
Cash at end of period 15 5.8 6.3 13.6

See Section 8.5(c) below for note disclosuresspeet of the Pro Forma Adjustments.
(c) Combined Group — pro forma Statement of Financi  al Position

The pro forma historical Statement of Financialims has been prepared to illustrate the effetth®
Transaction as if it had occurred as at 30 Jund.201

Acquisition accounting

Reverse acquisition

The Transaction results in a reverse acquisitiod¥ by Grays. A reverse acquisition occurs whea t
entity that issues securities (the legal acquigeigentified as the acquiree for accounting puegodn
order for a transaction to be accounted for ay@rse acquisition the legal acquirer must meet the
definition of a business under AASB 3 Business Coations (“AASB 3”).

The Transaction has been accounted for in the 8mmd Statement of Financial Position assuming Grays
is the acquirer and MNZ is the acquiree, as defmedASB 3.
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Purchase price allocation

The Transaction has been accounted for by inclugiogisional assessments of the fair values of the
assets, liabilities and contingent liabilities 88@&June 2014. Under AASB 3, Grays has up to a@ths
from the date of acquisition during which retrogperadjustments can be made to the provisional
acquisition accounting. While Grays has commertbedxercise to consider the fair value of intalegib
assets acquired, adjustments may occur when tmsdcaon completes, expected to be 31 October 2014.

Accordingly, adjustments will impact the net agsegition of the Combined Group and could have an
impact on future depreciation and amortisation gbain future financial periods and therefore inhipac
EBIT and NPAT.

A description of the nature of potential intangibksets which may be identified and the acquisition
accounting process is set out below.

In accordance with AASB 3, MNZ's identifiable assdiabilities and contingent liabilities, includjn
intangible assets, must be identified and valueat #se acquisition date. The purchase pricees th
allocated across the fair value of these assatslifies and contingent liabilities with any regid
recognised as goodwill

The valuation of intangible assets is a complextand-consuming process that may require specialist
skills and detailed information about the busingdgch will become available to Grays following
completion of the Transaction. In addition, eatthe identified intangibles acquired may havenaitied
life and must be amortised over that life in cositta goodwill, which is subject to annual impainhe
review. Indefinite life intangibles are not ameetil and are reviewed for impairment annually. A
detailed identification and valuation process Wittrefore be undertaken after the Transaction ceegl
The examples provided below are not intended tarbexhaustive list of items acquired in a business
combination that meet the definition of an intahgiasset. However they provide an indication ef th
types of intangibles that may be acquired as gafteoTransaction including:

. Trade names and internet domain names;
. Computer software; and
. Customer databases.

Nil value has been attributed to potential carmyiard tax losses for the purposes of the pro forma
Statement of Financial Position.
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Combined Group - pro forma Statement of Financial Position as at 30 June 2014

Grays MNZ Pro Forma Pro
Adjustments Forma
$m $m $m
$m
Cash and cash equivalents 1,2,3 15 5.8 6.3 13.6
Trade and other receivables 10.7 1.2 - 11.9
Inventory 10.0 6.5 - 16.5
Total current assets 22.2 13.5 6.3 42.0
Deferred tax assets 4 2.9 0.9 (0.6) 3.2
Goodwill (existing) 4,5 5.0 1.1 (1.2) 5.0
Goodwill (recognised on acquisition) 4,5 - - 16.7 16.7
Software 4,5 1.9 0.4 - 2.3
Other intangibles (customer databas 4,5 - 1.1 7.2 8.3
Shareholder loans 3 5.5 - (5.5) -
Property plant and equipment 3.4 0.5 - 3.9
Total non current assets 18.6 4.0 16.6 39.4
Total assets 40.9 17.5 22.9 81.4
Trade and other payables (22.6) (10.8) - (33.4)
Employee and other provisions 4 (4.2) (0.4) 0.3 (4.3)
Bank loan 2 (4.5) - 4.5 -
Total current liabilities (31.2) (11.2) 4.8 (37.8)
Trade and other payables - (0.6) - (0.6)
Employee and other provisions (1.2) (0.4) - (1.5)
Non current liabilities (1.2) (2.0) - (2.1)
Total liabilities (32.3) (12.2) 4.8 (39.8)
Net assets 8.5 5.4 27.6 41.5
Equity
Contributed equity 1,34 9.3 26.0 14.8 50.1
Reserves (7.2) 0.3 (0.3) (7.2)
Retained earnings/Accumulated loss 6.3 (20.9) 13.1 (1.5)
Total equity 4 8.5 5.4 27.6 41.5
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Pro Forma Adjustments

The following transactions and events contemplatatis Explanatory Statement, referred to as @
Forma Adjustments”, which are to take place oneafote completion of the Grays Capital Raising, the
MNZ Offer and the Transaction are presented dself had occurred as at 30 June 2014, as set auwt:bel

1. Grays will seek to raise not less than $13.2 nmiliio cash by way of an issue of new Grays Shares.
The Grays Capital Raising will be underwritten Igl€tlonia. The Grays Capital Raising is being
undertaken by Grays so that the Combined Grouppeappropriately funded. Only Grays
Shareholders will participate in the Grays CapRalsing.

2. Upon completion of the Grays Capital Raising, $4veithbe used to repay the existing working
capital facility with the Commonwealth Bank of Atadia, so that the facility will be undrawn on
completion of the Transaction.

3. In addition a number of subsequent events assdandth the shareholder loans, total equity and
cash balances will take place as follows:

Shareholder Total equity

loans

As at As at As at
30 June 2014 30 June 2014 30 June 2014

$m $m $m
Balance per the Statement of Financial 15 5.5 8.5
Position - Grays
Cash received in consideration for 1.6 (1.6) -
repayment of shareholder loans
Dividend paid to shareholders - (3.7) (3.7)
Other items - (0.2) (0.2)
Cash raised net of repayment to CBA 8.7 - 13.2
(above)
Balance prior to Step 4. below 11.8 - 17.8

4. MNZ will make an offer to Grays Shareholders touwc 100% of their Grays Shares in return for
the issue of MNZ Shares, plus the right to rec8waus MNZ Shares subject to certain conditions.
As the accounting acquirer, Grays measures thedamasion transferred based on the fair value of
the equity of MNZ not issued to Grays sharehold€ensideration transferred has been measured at
$27.5m for 19.3m shares (being the outstanding eumbshares as at 5 September 2014,
subsequent to the issue of shares in respect @dypvalued at $1.43 based on the prevailing
share price as at 15 September 2014. As thiprie\asional assessment the value of consideration
transferred will need to be remeasured when theska&tion completes.
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Total equity

$m
As at As at
30 June 2014 30 June 2014
$m $m
Balance per Step 3. - Grays 11.8 17.8
Balance acquired from MNZ 5.8 5.3
Subsequent issue of shares by MNZ in - 0.3
respect of TopBuy (5 September 2014)
Deduct reserves - MNZ - (0.3)
Add back accumulated losses - MNZ - 20.9
Add back deferred tax assets and existing 15
goodwill - MNZ
Transaction costs (4.0) (4.0)
Balance per pro forma Statement of 13.6 415

Financial Position

5. As noted earlier with respect to acquisition act¢mgnand the reverse acquisition, Grays has
performed provisional assessments of the fair watii¢he assets and liabilities of MNZ as at 30eJun
2014. Assets and liabilities are noted in thefprma Statement of Financial Position above and
intangible asset provisional estimates comprisddt@wing:

Provisional Useful life
accounting

Pro Forma
As at
30 June 2014
$m
Goodwill (includes $5.0m in the books of 21.7 Not amortised
Grays)
Software (includes $1.9m in the books of 2.3 3 years
Grays)
Customer database (includes $1.1min 8.3 3to 5 years

respect of TopBuy in the books of MNZ)
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(d) Summary of the Combined Group’s significant acc ounting policies

Set out in Section 8.4(f) are the significant actting policies as they relate to Grays and whigimfthe
basis of the Pro Forma Financial Information — Corat Group.

8.6  Forward Looking Statements

Due to the inherent uncertainties associated wihking a forecast given the recent history of
transactions within MNZ and Grays, the uncertasitgrounding the integration of the Combined Group,
together with the volatility currently existing the B2C and B2B business environments, the Dirsctor
are of the opinion that any forecast prepared wbelgotentially misleading to investors.

See Sections 5, 6 and 7 for an overview of thenagsi operations and strategy of MNZ, Grays and the
Combined Group, as well as Section 9 for an ovarderisk factors that may impact the business
operations and strategy of MNZ, Grays and the CoatbiGroup.
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9. RIsk Factors

Before deciding how to vote on the Resolutions, yahould carefully consider the risk factors
discussed in this section, as well as other inforrtian contained in this document and seek
independent professional advice.

This section provides a summary of risks only. ltdoes not take into account the investment
objectives, financial situation, taxation positiomor particular needs of MNZ Shareholders.

Additional risks and uncertainties not currently known to MNZ or Grays, or which MNZ and
Grays consider to be immaterial, may also have ardaerse effect on the value of the MNZ
Shares. The information set out below does not pport to be, nor should it be construed as
representing, an exhaustive summary of all possiblesks.

9.1 Introduction

If the Transaction is completed, Grays Shareholddrseceive new MNZ Shares as consideration for
the transfer to MNZ of their Grays Shares. Theeszanumber of factors that may influence the poice
MNZ Shares and the future operating and finana@algsmance of the Combined Group. Many of these
factors will remain beyond the control of the Conga Group.

This Section 9 outlines the key, but not all, risksociated with an investment in the Combined Brou
and the value of its shares and other risks tharesiolders should be aware of.

These risks include:

. risks specific to the Transaction;

. risks specific to MNZ's business which may be niatdo the Combined Group;
. risks specific to Grays’ business which will be eral to the Combined Group;
. risks common to Grays’ and MNZ's businesses; and

. risks relating to an investment in shares.

9.2  Risks specific to the Transaction
(a) Conditional Transaction

Completion of the Transaction occurs when the MNfeQcompletes. Completion of the MNZ Offer is
subject to MNZ Shareholders passing the Merger IRésos at the Meeting, and the Merger
Implementation Agreement not being terminated.

The Merger Implementation Agreement may be termaoh#tthe conditions summarised in Section 11.2
are not satisfied or waived. Some of these camuitrequire regulatory bodies to provide waiversictv
cannot be guaranteed. Further, other condition®eayond the control of either MNZ or Grays.

A failure to satisfy conditions has the potentabtelay the Transaction, or prevent the Transaétamm
completing.

As of the date of this Explanatory Statement, tié2\Directors and the Grays Directors are not avere
any reason why any of the conditions to the Tratimaevill not be satisfied on or before the agreed
completion date of the MNZ Offer. The MNZ Direcowill keep MNZ Shareholders and the ASX
advised in this regard at all relevant times, idelg as to the outcome of the vote by MNZ Shareérsld
at the Meeting.
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(b) Risk of MNZ not achieving 100% ownership of Gra  ys

If necessary, MNZ intends to rely on the benefipaidvisions under the Grays’ Shareholders Agreement
and/or any rights of compulsory acquisition avd#ato it under the Corporations Act under which, in
certain circumstances, Grays Shareholders who taarept the MNZ Offer can be compelled to transfer
all of their Grays Shares to MNZ on the same teamthe MNZ Offer Offer (or otherwise at fair vaine
accordance with section 664F of the Corporationswkere MNZ relies on compulsory acquisition
powers available to it under the Corporations Act).

There is a risk that MNZ may not be able to effedii rely on those provisions and rights to effibet
compulsory transfer to it of all Grays Shares #ratnot accepted into the MNZ Offer. If MNZ is bifex
to effect the compulsory transfer to it of all Gsayhares that are not accepted into the MNZ Citiere
is a risk that MNZ may not acquire 100% of the Gr&hares.

(c) Integration risks

It is possible that the integration of MNZ and Gzag a single business will be more difficult dweta
more time than currently anticipated, and couldgdéhe realisation of any synergy benefits that may
result from the Transaction.

(d) Significant retained holding by Grays Sharehold ers

Grays Shareholders will be required to enter ist@wv arrangements in relation to 100% of the MNZ
Shares they receive under the MNZ Offer.

In each case, the escrow restrictions are sulmjemrtain exceptions as set out in more detaikictiSn
11.5. The absence of any sale of escrowed shgr@sdys Shareholders during their escrowed period
may cause, or at least contribute to, limited biifyiin the market for MNZ Shares after completain

the Transaction. This could affect the prevailingrket price at which other MNZ Shareholders wheo ar
not subject to such escrow restrictions are abselicheir MNZ Shares.

Following the end of the relevant escrow periodigaificant sale of MNZ Shares by Grays Sharehslder
or the perception that such sales might occur,dcadVersely affect the market price of the MNZ &kar

9.3  Risks specific to MNZ's business which may be m  aterial to the Combined
Group

(a) Business risk

MNZ sustained a net loss after tax of $2.2 millionthe financial year ending 30 June 2014. Inithald
DealsDirect, which was acquired by MNZ in Januad$4£2 and which forms a substantial component of
MNZ's operations, sustained a financial loss f@ financial years ending 30 June 2013 and 30 June
2012.

There can be no guarantee that MNZ will be profgai the foreseeable future. The quantum anchgmi
of MNZ’s future profitability is inherently unceita MNZ may continue to sustain losses which may
impact MNZ's long-term viability.

(b)  Strategic investment risks and management of g rowth

MNZ has been pursuing an acquisition and orgarowtr strategy. Examples of MNZ's acquisition
growth strategy include the acquisition of Dealglbirand TopBuy in 2014. MNZ has also identified a
number of organic growth strategies to continudrbee margin improvements and sales growth.

There is a risk that the implementation of MNZ'egth strategies may be subject to delays or cost
overruns and there is no guarantee that thesatinés and strategies will generate the full beésefi
anticipated or result in sales growth. Furtheg,ithplementation of MNZ'’s growth strategies mayuies
in changes to MNZ's product mix and the online eonsr shopping experience, which may result in
unintended consequences if such changes do noh mastomer preferences. Any delay in
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implementation, failure to successfully implementunintended consequences of implementing any or
all of MNZ's turnaround initiatives and growth gtegies may have an adverse effect on MNZ's future
financial performance.

(c) DealsDirect and TopBuy brand names may diminish in reputation and value

The DealsDirect and TopBuy brand names are keysasE®&INZ'’s business. The reputation and value
associated with these brand names could be adyémgghcted by a number of factors including failure
to provide customers with the quality of product @ervice standards they expect, disputes ortitiga
with third parties such as employees, supplierscaistomers, or adverse media coverage. Significant
erosion in the reputation of, or value associatild, whe DealsDirect and TopBuy brand names could
have an adverse effect on MNZ'’s future financiaf@enance and financial position.

(d) Customer preferences may change

A significant proportion of MNZ'’s sales are genedhfrom offering products in a range of household
product categories, which are subject to rapida@mmésionally unpredictable changes in customer
preferences. A large number of products sold by\ike manufactured internationally which means
there can be a significant delay between ordenmbpdelivery. This delay further exposes MNZ to the
risk that customer preferences may change betvineeiinbe products are ordered and the time they are
available for purchase. If MNZ misjudges customr@ferences or fails to convert market trends into
appealing product offerings on a timely basis, thég/ result in lower sales and margins and could
adversely impact MNZ's future financial performance

(e) Seasonal trading patterns may change

MNZ's sales have historically been subject to seakpatterns. For example, historically, a
disproportionate amount of annual sales have beeergted over the Christmas trading period. MNZ'’s
working capital and inventory planning strategieffect these seasonal patterns. Any significant
decrease in customer demand during peak seasatisylaaly during the Christmas period, could résul
in MNZ being left with a substantial amount of ultsimventory, which can only be sold at significant
markdowns. This would have an adverse effect orzidNnancial performance.

4) Risks associated with international operations

MNZ despatches consumer products direct from Clarits Australian customers via TopBuy’s
distribution centre in Shenzhen. There are possibVereign risks associated with operating in £hin
including, without limitation, changes in the terofdocal legislation, changes to the ability ofdimn
controlled businesses to operate in China, chatageesation rates and concessions and changes in th
ability to enforce legal rights. Further, no asswwe can be given regarding future stability inn@hi Any
such impacts may adversely impact MNZ's future apeg and financial performance.

9.4 Risks specific to Grays’ business which may be material to the Combined
Group

(a) Risk of a shortage of products to sell

Grays'’ industrial (B2B) division sells a range oélustrial goods and typically assists businessesatie
undergoing site and plant closures, relocationstb@dales of surplus equipment and industrial
inventory. While this has been a traditional sewtsaleable goods for Grays, the B2B product
availability can be irregular and this in turn @ause variations in profitability within and betwee
reporting periods.

Similarly, Grays’ consumer and retail (B2C) divisitelies on the availability of specific inventory
categories which it sources from an extensive negtwbover 1,000 merchants. Increased competition
and shortages of product may adversely affect Goaysumer and retail (B2C) division’ financial
results. To reduce this risk, Grays has a widetaof vendors that supply the product offeringoass
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many product categories offered by Grays. Grags stipplements its supply of consignment product,
reducing this specific risk, by purchasing certzategory ranges required by its customers.

Any shortage of products to sell via auction mayeaisely impact Grays’ future operating and finahcia
performance.

(b) Risk of a fall in buyer demand for items offere  d for sale

Grays' industrial (B2B) division often sells highlue and unique pieces of plant and equipmental@ s
of these items relies on one or more buyers tmbithe items for sale. Should no buyer for palgicu
products exist in Australia, Grays may have diffizin selling the goods and suffer reputationskri
with its vendors. To ameliorate low buyer numb&wsys has entered into a strategic alliances with
international auction and brokerage firms (seei@e@.2(e)). However, any fall in buyer demand for
items offered for sale by Grays, and in partichigh value and unique pieces of plant and equipment
offered for sale by Grays’ industrial (B2B) divisiomay adversely impact Grays’ future operating and
financial performance.

(c) Risk relating to valuation and consulting servi ces

Grays provides valuations and occupational healthsafety consulting services and in return receive
fees for those professional services. Exposuligdation due to potentially negligent provisiaor,
otherwise deficient performance, of those servimegd result in increased costs, payments for damag
and damage to reputation, which may adversely ilnBeays’ future operating and financial
performance.

(d)  Valuation guarantee risk

Grays will occasionally guarantee a minimum priealised at auction on a piece of equipment. When
Grays does provide such guarantees, the minimumagteed price is normally below price that Grays
expects the item to sell for at auction. Howesbguld Grays’ valuers make an error in valuingtami
when setting such a minimum guaranteed price, yt caaise a financial loss to Grays equal to the
difference between the price realised at aucti@ahthe minimum guaranteed price. Such losses may
adversely impact Grays’ future operating and finangerformance.

(e) Safety risks

Grays manage the sale of assets both at their agilitiEs and the facilities of their vendors. Thare a
number of potential safety risks associated withghle of surplus or second hand assets. Thdadenc
the risk that:

. the asset purchased is unsafe for use and injuedsutyer;

. a buyer is injured whilst inspecting the assetpdanissioning the asset or relocating the asset;
and

. Grays staff are injured managing the auction pmeg¢either the Grays’ locations or the vendor's
premises.

Grays implements processes and procedures to rsmitmése safety risks and employs staff dedicated t
assist with compliance with those processes antkdioes. However, to the extent that these risks
materialise, it could result in increased costgnpents for damages and damage to reputation, whigh
adversely impact Grays’ future operating and finangerformance.

9.5 Risks common to MNZ's and Grays’ businesses
(a) Risk associated with new acquisitions

As part of its business strategy, the Combined @Groay make acquisitions of or significant investisen
in, complementary companies or businesses. licphat, the expansion of the Combined Group's core
business, and its extension into adjacent segmehitss in part on merger and acquisition oppotiesi
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Any acquisition of, or investment in, companiedasinesses by the Combined Group may not be
economically successful, which may adversely imgiaetCombined Group’s future operating and
financial performance.

(b) Risk that demand in the Australian online marke  t may deteriorate

The Australian online market in which the Combit&wup will operate is currently experiencing
challenging conditions, due to volatility in consemsentiment and retail demand. Changes in consume
sentiment or retail demand affect the Combined @rocustomers’ inclination to spend on fixed price
retail goods and bidding activity on auction iterdglverse changes in consumer sentiment or retail
demand may reduce sales, which may adversely inipac@ombined Group’s future operating and
financial performance.

(c) Risk that growth of internet penetration and on line migration may decline

While increased internet penetration and a mignatiioretail sales to digital platforms has occuroedr
recent years, there can be no guarantee thattthefrpenetration and migration will continue i th
future. A decline in the growth of internet peaéitn and online migration may limit its ability gvow
sales, which may adversely impact the Combined @sduture operating and financial performance.

(d) Risk of increased competition

The Australian online market has been rapidly emgiand is characterised by relatively low barrters
entry. This means that new competition may arse fa number of sources, including traditional
retailers that may have greater capital resounsd<skser supplier relationships than the Combined
Group, or from global e-commerce companies withettgped processes, systems, and technology.
Further, suppliers may also choose to establish ¢l online sales sites, rather than utilising th
Combined Group to sell their products and serviceéme. Increased competition could result in nrarg
reductions, under-utilisation of employees, redumgerating margins and loss of market share. Any o
these occurrences could adversely impact the Cadl@roup’s future operating and financial
performance.

(e) Risk of technology obsolescence

If the Combined Group is significantly slower thgsmcompetitors in adopting the latest technolagy,
could lead to a reduction in visits to the Combi@dup's websites. Further, new disruptive busines
models could emerge, or significant changes instrgistructure, could lead to a significant chamge
the Combined Group's business economic model. Buyudcts could have an adverse effect on the
Combined Group’s ability to attract new buyers egtdin its existing customer base, which may
adversely impact the Combined Group’s future ofiegaaind financial performance.

() Risk of disruptions to fulfilment capabilities

The Combined Group's sales rely on its fulfilmesgpabilities, which in-turn rely on logistics capatas
and the availability of warehouse distribution cegtboth in Australia and Shenzhen, China. Should
those logistics, warehouse and fulfilment capaédifail, for example as a result of disruption to
transportation and/or telecommunication networksatastrophic destruction of infrastructure followi
natural disasters, this could significantly imp Combined Group’s ability to deliver productidsaa
its websites. Such disruptions may adversely imftrecCombined Group’s future operating and
financial performance.

(9) Risk of disruption to information systems

The Combined Group employs information systemdyaing advanced online auction websites, data
collection and analytics software) to support tbsibess and relies on telecommunications operators,
data centres and other third parties in maintaittiege information systems. While the Combinedu@ro
endeavours to have disaster recovery plans andcamseiin place, employs security measures and
undertakes regular system maintenance, it canmopletely remove all risk of disruption to its
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information systems. Any material damage or disoumpto the Combined Group’s information systems
may adversely impact its reputation, its abilityatract buyers and its ability to make sales ofipcts
and services. Such impacts may adversely impadCdmbined Group’s future operating and financial
performance.

(h) Risk of disruption of internet services

The majority of the Combined Group's sales wilyreh the internet as the vehicle that transactsahe
Should the internet be unavailable, for exampla eesult of technical outages or catastrophic dettm
of infrastructure following natural disasters, thauld significantly impact use of the Combined '
websites and business continuity. While such gissas remain in place, it will adversely impaag th
Combined Group's ability to generate sales. Tlig adversely impact the Combined Group’s future
operating and financial performance.

0] Hosting provider disruption risks

The Combined Group will rely upon hosting providgrsnaintain continuous operation of its websites.
Should they suffer outages, for example due tostaahic destruction of infrastructure following a
natural disaster, operation of the Group's websit@g also be disrupted. If such hosting provideasse
to offer their services, and the Combined Group wable to obtain a replacement hosting provider
quickly, this could also lead to disruption of thgeration of the Combined Group's websites. Waulgh
disruptions remain in place, it will adversely innpthe Combined Group's ability to generate saldgs
may adversely impact the Combined Group’s futurerating and financial performance.

(), Payment systems disruption risks

Two of the major ways in which the Combined Growupistomers pay for purchases are via credit/debt
cards or through online payment processors suétagBal. If the payment gateway or other interbank
processes suffer outages, or if the Combined Gisupable to access their services, the Combined
Group's ability to accept payments could be sigaiitly affected. Inability to accept payments,reife
for a short period of time, may adversely impaet@ombined Group’s future operating and financial
performance.

(k) Credit card fraud risk

The Combined Group is at risk of fraud from itstonsers who use credit/debit cards to pay for
purchases. For example, customers may attempiytaging a stolen credit card. Although the
Combined Group relies on its financial institutibasti-fraud strategies, it is not possible to efiate all
such fraud, particularly as perpetrators activélgrge methodologies to counter such strategieser&Vh

a stolen credit card has been used, the CombineaipGnay be liable for charge-backs and charge-back
fees imposed by payment gateways. Further, intlreber of charge-backs in a given period is
considered excessively high, credit card compamigglevy fines or even exclude the Combined Group
from participation in their networks. These imactay adversely impact the Combined Group’s future
operating and financial performance.

0] Risk of hacking and data loss, theft or corrupt ion

The Combined Group will sell products online, antl possess a significant database of customers
which will be a valuable asset. Hacking or exgitiin of any vulnerability in its websites or itsstomer
database could lead to loss, theft or corruptiotiadd. This could render the websites unavailtisla
period of time while data is restored. It coulsicalead to unauthorised disclosure of customets!, da
with associated reputational damage, claims byoousts, regulatory scrutiny and fines. Although the
Combined Group has strategies and protectionsaireb try to minimise security breaches and to
protect data, these strategies might not be sucte$airther, payment gateways or financial ingigns
involved in facilitating credit and debt card paytsecould be the subject of security breachesrézait
in the loss, theft or corruption of data, includergdit or debit card, or other personal informaiid
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Combined Group customers. Disruption to the CoetbiBroup's websites, or loss, theft or corruptibn o
its data, could adversely impact the Combined Geofupure operating and financial performance.

(m) Display of inappropriate content

The Combined Group will actively monitor and remawvappropriate content placed on its websites,
whether deliberately or inadvertently. This ina@sdut is not limited to the presentation of phoaps
accepted in good faith and under the terms oLgppker contracts. However, it is not possibletfo
Combined Group to guarantee that all content dygglan its websites is appropriate at all timegy A
display of inappropriate content on any of the Corad Group's websites may be expensive to remedy or
may damage its reputation, which may adversely ahitree Combined Group’s future operating and
financial performance.

(n) Inadvertent sale of counterfeit goods

Whilst the Combined Group will take precautionghblegal and practical, to ensure that branded gjood
sold on its websites are genuine, there can beiamgtee that suppliers will not attempt to pass of
counterfeit goods as genuine or legitimate. Tlaelvertent sale of counterfeit goods through the
Combined Group's websites may be expensive to nerechay damage its reputation, which may
adversely impact on the Combined Group’s futureaipey and financial performance.

(o) Loss of intellectual property

The Combined Group has developed intellectual ptgpe-house consisting of elements of the websites
software tools, applications, buyer databases addnying technology infrastructure. The laws tielg
to intellectual property assist to protect the Comatd Group's intellectual property rights, howeamy
legal action that the Combined Group may bringrtiget its intellectual property could be unsuctigdss
and expensive and may divert management’s attefrobomits business operations. In addition, despit
precautionary measures, there can be no guardnateertauthorised use or copying of the Combined
Group's intellectual property will be preventedurtRer, competitors may be able to design aroued th
Combined Group's technology or develop competingrielogies substantially similar to those of the
Combined Group without any infringement of the Cameld Group's intellectual property rights. Any
loss of the Combined Group's ability to exclusivese its intellectual property may adversely imghet
Combined Group’s future operating and financiafgranance.

(p) Loss of supplier relationships

The Combined Group sells products sourced fromouarsuppliers. Contracts between the Combined
Group and its suppliers will generally be shortytén nature. There can be no guarantee that suppli
will continue to supply products and services ® @ombined Group. Should a significant number of
suppliers cease to supply the Combined Groupnthigresult in a shortage of products to sell, which
may adversely impact the Combined Group’s futurerafing and financial performance.

(o) Loss of key personnel

The Combined Group success will be dependent oretkation of key personnel, in particular those
individuals discussed at Sections 7.10 and 7.1#s& individuals have extensive experience in, and
knowledge of, the Australian online retail indusaiyd MNZ's and Grays’ respective businesses. The
loss of those key personnel, and an inability touit or retain suitable replacement or additional
personnel, may adversely impact the Combined Geofuplire operating and financial performance.

(N Risk of shortage of qualified employees

The Combined Group is reliant upon qualified empkxyin order to develop and maintain its operations
Any inability to attract, retain and motivate qfi@d employees could impact the Combined Group's
operations. In particular, any increased competitor qualified employees in the industry in whtble
Combined Group operates could result in the losssafbstantial number of qualified employees ofccou
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cause wage inflation, which may impact on the ComtiGroup's profitability. Such impacts may
adversely impact the Combined Group’s future opegand financial performance.

(s) Exposure to product recall and warranty obligat ions

The Combined Group will sell a number of productsreed from a range of suppliers. Associated with
the sale of these products are various recall ardanty obligations. Any significant product rdcal
warranty obligation may result in a cost that isn@oby the Combined Group, net of insurance aneroth
recoverable costs. The Combined Group's poteskj@bsure to such costs is not quantifiable andetiser
a risk that those costs could be material. IfGoenbined Group incurs material costs under product
recall and warranty obligations, this may advers®iyact the Combined Group’s future operating and
financial performance.

(1) Litigation risk

Litigation brought against the Combined Group hydtiparties including but not limited to customers,
employees, business partners, suppliers, landigod®rnment agencies or regulators may resulciosa
that is borne by the Combined Group, net of insteaand other recoverable costs. The Combined
Group's potential exposure to such costs is nattifiedole and there is a risk that those costsa el
material. If the Combined Group incurs materiatsalue to litigation, this may adversely impaet th
Combined Group’s future operating and financiafgranance.

(u)  Adverse changes in foreign exchange rates

The Combined Group will source a significant prdimor of its products internationally, predominantly
US dollars. While the Combined Group will, frormg-to-time, engage in foreign currency hedging
which limits its exposure to adverse movement®irifgn exchange rates, there remains a risk that
exchange rate changes may adversely impact itedmssi For example, a high Australian dollar as
compared to the US dollar tends to reduce the geesale price of items offered for sale by Grays’
consumer and retail (B2C) division, which in-tuaduces the commission received when Grays acts as
agent for consignment goods, and reduces the do#agin received when selling own inventories.
Accordingly, adverse movements in exchange ratgsateaersely impact the Combined Group’s future
operating and financial performance.

(V) Government regulations

The Combined Group will be subject to local lawd aegulations in each of the jurisdictions in whith
operates (including taxation legislation). Futln@s or regulations may be introduced concerning
various aspects of the internet, including onlioetent, e-commerce, foreign ownership of intermet a
media or retail companies, liability for third pasctivities and user privacy, and workplace heaitt
safety, all of which may impact the Combined Graeugperations. Changes in or extensions of laws and
regulations affecting either the retail industryirdernet business operations in the countrieshichvthe
Combined Group operates and the rules of indusggraesations could restrict or complicate the
Combined Group’s activities and significantly ingse its compliance costs. Any such impacts may
adversely impact the Combined Group'’s future opegand financial performance.

9.6 Risks relating to an investment in shares
(a) Economic conditions

The Combined Group’s funding position, financiatfpemance and ability to execute its strategy is
impacted by a variety of general global economaditipal, social and business conditions. Key dast
that have the potential to impact the Combined @ohusiness include inflation, interest rates atiebr
general economic factors. Deterioration in antheke conditions may adversely impact the Combined
Group’s future operating and financial performance.
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(b) Share market conditions

There are risks associated with an investmennemfiial products on a stock exchange. Share price
movements could affect the value of the MNZ Sharesthe value of any investment in the Combined
Group.

The value of MNZ Shares can be expected to fluetdapending on various factors including general
worldwide economic conditions, changes in goverrrpelicies, investor perceptions, movements in
interest rates and stock markets, prices of thebimed Group’s products, variations in the operating
costs and development and sustaining capital exjpeadvhich the Combined Group will require in the
future.

(c) Liquidity

There can be no certainty that following the Tratisa, an active market in the MNZ Shares will
develop, or that the price of MNZ Shares will irese.

In this regard, immediately after completion of Transaction, Grays Shareholders will hold in
aggregate approximately 77.9% of the total numb&tidZz Shares. Further, all of these MNZ Shares
held by the Grays Shareholders will subject tosorav period after completion of the Transactiond a
certain of the existing MNZ Shares are subjecst@w restrictions that will continue after compet
of the Transaction.

If an active market in MNZ Shares does not devaltapay be more difficult for MNZ Shareholders to
sell their MNZ Shares. This may also affect thiatitity of the trading prices of MNZ Shares on ASX

(d) Shareholder dilution

In the future, the Combined Group may elect toasshares or engage in fundraisings and also tq ind
raise proceeds, for acquisitions that Combined @Beard may decide to make. While the Combined
Group will be subject to the constraints of the AS3ting Rules regarding the percentage of itstehpi
that it is able to issue within a 12 month periothér than where exceptions apply), MNZ Sharehslder
may be diluted as a result of such issues of MN&r&hand fundraisings.
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10. Investigating Accountant's Report

This section sets out the Investigating Accountard'Report and Financial Services Guide
prepared by McGrathNicol Transaction Advisory Pty Ltd in respect of the Historical Financial

Information — MNZ, Historical Pro Forma Financial | nformation — Grays and the Combined
Group Pro Forma Financial Information.
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McGrathNicol

McGrathNicol Transaction
Advisory Pty Ltd
AFSL: 436347

29 September 2014 ABN 83 160 621 054

Sydney NSW 2000, Australia
The Directors The Directors GPOBox 9986
Grays (Aust) Holdings Pty Limited Mnemon Limited Sydney NSW 2001, Australia
Homebush Corporate Park 5 Inglish Road T+61293382600
29-33 Carter Street Ingleburn NSW 2565 F+61293382699
Homebush NSW 2140 MRS

Dear Directors

Investigating Accountant’s Report and Financial Services Guide
Introduction

We have been engaged by the Directors of Grays (Aust) Holdings Pty Limited (“Grays”) and Mnemon
Limited ("MNZ") (ultimately to be renamed Grays eCommerce Group Limited) in connection with the
proposed transaction relating to MNZ's offer of 73.3 million MNZ shares in exchange for 100% of the
shares of Grays (the “Transaction”). The Transaction will result in a "Combined Group” of MNZ and Grays
and its subsidiaries. This Investigating Accountant’s Report (“Report”) has been prepared as part of MNZ's
Notice of Meeting and Explanatory Statement (“Explanatory Statement”) on the Historical Financial
Information — MNZ, the Historical Financial Information — Grays and the Pro Forma Financial Information -
Combined Group.

Expressions and terms defined in the Explanatory Statement have the same meaning in this Report.

McGrathNicol Transaction Advisory Pty Ltd (“McGrathNicol Transaction Advisory”) holds an Australian
Financial Services Licence ("AFSL") number 436347 under the Corporations Act 2001 ("Corporations Act”).

Scope

McGrathNicol Transaction Advisory has been engaged by the Directors to review the Historical Financial
Information — MNZ, the Historical Financial Information — Grays and the Pro Forma Financial Information -
Combined Group as follows:

Historical Financial Information - MNZ
The Historical Financial Information — MNZ comprises:

= The historical consolidated Statement of Profit & Loss for the year ended 30 June 2014, as set out in
Section 8.3(a);

* The historical consolidated Statement of Cash Flows for the year ended 30 June 2014, as set out in
Section 8.3(c); and

= The historical consolidated Statement of Financial Position as at 30 June 2014, as set out in Section
8.3(e).

(Collectively “Historical Financial Information — MNZ")

In association
with Advisory

Forensic
Transactions
Restructuring
Insolvency

L
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Historical Financial Information - Grays
The Historical Financial Information — Grays comprises:

* The historical consolidated Statements of Profit & Loss for the three years ended 30 June 2012, 30 June
2013 and 30 June 2014, as set out in Section 8.4(a);

» The historical consolidated Statements of Cash Flows for the three years ended 30 June 2012, 30 June
2013 and 30 June 2014, as set out in Section 8.4(c); and

= The historical consolidated Statement of Financial Position as at 30 June 2014, as set out in Section
84(e).

(Collectively "Historical Financial Information — Grays")

The Historical Financial Information - MNZ and the Historical Financial Information - Grays has been
derived from the following:

» the audited financial statements of MNZ for the year ended 30 June 2014; and
* the audited financial statements of Grays for the years ended 30 June 2012 and 2013.

The financial statements for MNZ for the year ended 30 June 2014, and the financial statements for Grays
for the years ended 30 June 2012 and 2013 were audited by Ernst & Young and unqualified audit opinions
were issued. In respect of 30 June 2014 for Grays, preliminary audit clearance has been provided by Ernst
& Young however as at the date of this Explanatory Statement the statutory consolidated financial
statements have not been approved by the Directors for signing and are yet to be lodged with ASIC.

The Historical Financial Information — MNZ and the Historical Financial Information — Grays are presented in
an abbreviated form, insofar as they do not include all of the presentation and disclosures required by
Australian Accounting Standards and other mandatory professional reporting requirements applicable to
general purpose financial reports prepared in accordance with the Corporations Act.

The Historical Financial Information - MNZ and the Historical Financial Information — Grays have been
prepared in accordance with the stated basis of preparation, being the recognition and measurement
principles contained in the Australian Accounting standards and MNZ and Grays' adopted accounting
policies.

Pro Forma Financial Information - Combined Group
The Pro Forma Financial Information - Combined Group comprises:

* An aggregated Statement of Profit & Loss of the Combined Group for the year ended 30 June 2014, as
set out in Section 8.5(a);

= A pro forma Statement of Cash flows of the Combined Group for the year ended 30 June 2014,
assuming completion of the Grays Capital Raising, the MNZ Offer and the Transaction as set out in
Sections 8.5(b) and (c); and

*= A pro forma Statement of Financial Position of the Combined Group as at 30 June 2014, assuming
completion of the Grays Capital Raising, the MNZ Offer and the Transaction as set out in Section 8.5(c),

(Collectively "Pro Forma Financial Information — Combined Group”)

The Pro Forma Historical Financial Information - Combined Group has been derived from the Historical
Financial Information — MNZ and the Historical Financial Information - Grays, after adjusting for the effects
of the Pro Forma Adjustments described in Section 8.5(c) of the Explanatory Statement. The stated basis
for preparation is the recognition and measurement principles contained in Australian Accounting
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Standards applied to the Historical Financial Information — MNZ and the Historical Financial Information —
Grays and the events or transactions to which the Pro Forma Adjustments relate, as described in Section
8.5(c) of the Explanatory Statement, as if those events or transactions had occurred as at 30 June 2014.

Due to its nature, the Pro Forma Historical Financial Information - Combined Group does not represent the
Combined Group's actual or prospective financial position, financial performance, and cash flows.

Directors’ responsibility

The Directors of MNZ and Grays are responsible for the preparation of the Historical Financial Information —
MNZ, the Historical Financial Information — Grays and the Pro Forma Financial Information — Combined
Group, including the selection and determination of Pro Forma Adjustments made to the Historical Financial
Information — MNZ and the Historical Financial Information — Grays and included in the Pro Forma Financial
Information — Combined Group.

This includes responsibility for such internal controls as the Directors determine are necessary to enable the
preparation of Historical Financial Information — MNZ, the Historical Financial Information — Grays and the
Pro Forma Financial Information — Combined Group to be free from material misstatement, whether due to
fraud or error.

Our responsibility

Our responsibility is to express a limited assurance conclusion on the Historical Financial Information —
MNZ, the Historical Financial Information — Grays and the Pro Forma Financial Information — Combined
Group based on the procedures performed and the evidence we have obtained. We have conducted our
engagement in accordance with the Standard on Assurance Engagement ASAE 3450 Assurance
Engagements involving Corporate Fundraisings andy/or Prospective Financial Information.

A review consists of making enquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with Australian Auditing Standards and consequently does not enable us to
obtain reasonable assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Our engagement did not involve updating or re-issuing any previously issued audit or review report on any
financial information used as a source of the Historical Financial Information — MNZ, the Historical Financial
Information — Grays or the Pro Forma Financial Information — Combined Group.

Conclusions
Historical Financial Information - MNZ

Based on our review, which is not an audit, nothing has come to our attention that causes us to believe
that the Historical Financial Information - MNZ, as described in Section 8.3 of the Explanatory Statement,
and comprising:

= The historical consolidated Statement of Profit & Loss for the year ended 30 June 2014, as set out in
Section 8.3(a);

= The historical consolidated Statement of Cash Flows for the year ended 30 June 2014, as set out in
Section 8.3(c); and

= The historical consolidated Statement of Financial Position as at 30 June 2014, as set out in Section
8.3(e),

is not presented fairly, in all material respects, in accordance with the stated basis of preparation, as
described in Section 8.2(d) of the Explanatory Statement.
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Historical Financial Information - Grays

Based on our review, which is not an audit, nothing has come to our attention that causes us to believe
that the Historical Financial Information - Grays, as described in Section 8.4 of the Explanatory Statement,
and comprising:

* The historical consolidated Statements of Profit & Loss for the three years ended 30 June 2012, 30 June
2013 and 30 June 2014, as set out in Section 8.4(a);

* The historical consolidated Statements of Cash Flows for the three years ended 30 June 2012, 30 June
2013 and 30 June 2014, as set out in Section 8.4(c); and

= The historical consolidated Statement of Financial Position as at 30 June 2014, as set out in Section
84(e),

is not presented fairly, in all material respects, in accordance with the stated basis of preparation, as
described in Section 8.2(d) of the Explanatory Statement.

Pro Forma Financial Information - Combined Group

Based on our review, which is not an audit, nothing has come to our attention that causes us to believe
that the Pro Forma Financial Information — Combined Group comprising:

*  An aggregated Statement of Profit & Loss of the Combined Group for the year ended 30 June 2014, as
set out in Section 8.5(a);

* A pro forma Statement of Cash Flows of the Combined Group for the year ended 30 June 2014, as set
out in Section 8.5(b); and

= A pro forma Statement of Financial Position of the Combined Group assuming completion of the
Capital Raising, the MNZ Offer and the Transaction as set out in Section 8.5(c).

is not presented fairly in all material respects, in accordance with the stated basis of preparation as
described in Section 8.2(d) of the Explanatory Statement.

Restriction on use

Without modifying our conclusions, we draw attention to Section 8.1 of the Explanatory Statement, which
describes the purpose of the Historical Financial Information — MNZ, the Historical Financial Information —
Grays and the Pro Forma Financial Information — Combined Group, being for inclusion in the Explanatory
Statement. As a result, the Historical Financial Information — MNZ, the Historical Financial Information -
Grays and the Pro Forma Financial Information — Combined Group may not be suitable for use for another
purpose.

Consent

McGrathNicol Transaction Advisory has consented to the inclusion of this Investigating Accountant's Report
in the Explanatory Statement in the form and context in which it is included.
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Liability
We disclaim any assumption of responsibility for any reliance on this Report or on the Historical Financial
Information — MNZ, the Historical Financial Information — Grays and the Pro Forma Financial Information -

Combined Group to which this Report relates for any purposes other than the purpose for which it was
prepared. This report should be read in conjunction with the Explanatory Statement.

Declaration of interest

McGrathNicol Transaction Advisory does not have any interest in the outcome of this Transaction other
than in the preparation of this Report and participation in the review procedures for which normal
professional fees will be received.

Yours faithfully
WF\ ( / /E"“_\

Anne-Maree Keane Jamie Irving
Authorised Representative Director
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Financial Services Guide

Purpose of this guide

This Financial Services Guide ("FSG") provides you with
important information to assist you in deciding how to
use our Report. It provides you with information about
us, the financial services we offer, our dispute resolution
process and how we are remunerated.

We act on behalf of our client to whom our Report is
addressed when providing financial services; where you
are not the addressee we are required to issue you this
FSG under the Corporations Act and the terms of our
Australian Financial Services Licence ("AFSL") as a result
of our client providing you with a copy of our Report.

Financial services we are authorised to provide

We are authorised to provide general financial product
advice in relation to securities, and to arrange for
another person to issue, apply for, acquire, vary or
dispose of securities to wholesale clients.

General financial product advice

Our Report provides general financial product advice
only. In preparing this Report, we have not taken into
account your personal circumstances including financial
situation or needs. You should consider whether any
advice contained in our Report is appropriate for you,
having regard to your own personal objectives, financial
situation or needs.

We provide no financial services directly to retail clients
and receive no remuneration from retail clients for
financial services. We do not provide any personal retail
financial product advice to retail investors nor do we
provide market-related advice to retail investors. You
were provided with a copy of our Report because of
your connection to the matters in respect of which we
have been engaged to report.

Remuneration for our services

Our fees have been agreed with our client on a fixed
fee or a time cost basis, and we may also be reimbursed
for our out of pocket expenses. Our fees are disclosed
within Section 11.10. We will not receive any other

commission, fee or benefit in connection with the
provision of the Report.

The remuneration provided to our directors, authorised
representatives and the partners, officers and employees
of our associated entities is based on their overall
performance and contribution over the course of a
financial year. No commissions are paid in respect of
the provision of financial product advice.

Associations and relationships

McGrathNicol is a group of independent entities
operating in association. We and our associated entities
do not have any formal associations or relationships
with any entities that are issuers of financial products
but may provide professional services to issuers of
financial products in the ordinary course of business.

Complaints process

If you have any concerns regarding our Report, please
let us know. If you wish to lodge a formal complaint,
you may do so in writing to: The Risk Partner,
McGrathNicol, GPO Box 9986, Sydney NSW 2000 or
complaint@mcgrathnicol.com. We will respond to your
complaint promptly.

If you are not satisfied with our response or the steps
we have taken to resolve your complaint, you may
contact the Financial Ombudsman Service (“FOS"). FOS
provides free advice and assistance to consumers to
assist them to resolve complaints relating to the
financial services industry. FOS can be contacted on
1300 780 880 or GPO Box 3, Melbourne VIC 3001, or
info@fos.org.au. Further details may be obtained from
www.fos.org.au.

Compensation arrangements

We hold professional indemnity insurance that covers
the services we provide. This insurance as required by
section 912B of the Corporations Act 2001 (Cth).

McGrathNicol Transaction Advisory Pty Ltd, ABN 83 160
621 054, AFSL 436347 of Level 31, 60 Margaret Street,
Sydney, NSW 2000.

29 September 2014
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11. Additional Information

This section provides you with additional informaton regarding the Transaction.

11.1 Key Transaction documents

In order to give effect to the Transaction, theiparhave or will enter into the following material
agreements:

. the Merger Implementation Agreement;

. the MNZ Offer Terms;

. Escrow Deeds;
. Warranty Deed; and
. an Underwriting Deed between Grays and Caledoniaspect of the Grays Capital Raising.

Sections 11.2 to 11.6 set out a summary of thenmahterms of each of these agreements.
11.2 Merger Implementation Agreement
(a) Overview

Grays and MNZ are parties to a Merger Implementagigreement dated 5 August 2014. Under the
Merger Implementation Agreement and the MNZ Offerris, MNZ will acquire all of the shares in
Grays (including shares issued under an entitlemiéet to be conducted by Grays) in consideratmm f
new MNZ shares and, where applicable, bonus siesesd by MNZ (Transaction).

(b) Conditions precedent

The following conditions precedent which must bisfiad or waived before completion under the MNZ
Offer Terms, the acquisition of the Grays shareMbyZ and the issue of MNZ shares to Grays’
shareholders can occur:

. MNZ Board Endorsement the MNZ Board unanimously endorses the Transa¢ind does
not withdraw such endorsement) including unanimptstommending in this Explanatory
Statement that MNZ shareholders vote in favoueeblutions approving the issue of new shares
to Grays shareholders and approving the changeale sf MNZ's activities arising from the
transactions contemplated,;

. No MNZ Material Adverse Change where the EBITDA of the MNZ Group for the three
months to 30 September 2014 is negative $500,00@ime or no matter, event, circumstance or
contingent liability occurs, is announced or becskown to Grays or the MNZ Board after the
date of the Merger Implementation Agreement whindi¢idually or in aggregate) diminishes or
could be reasonably be expected to diminish oitres(as the case may be):

. the net assets of the MNZ Group by an amount &3btnillion or more;

. the EBITDA of the MNZ Group for the 30 June 201%aifincial year being $750,000 or
less; or

. a material adverse effect of the financial conditiassets, liabilities, results of operations,

profitability or prospects of the MNZ Group,
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other than to the extent such matter, event, cistance or contingent liability is required to be
done under the Merger Implementation Agreementndertaken (or not) at the request of Grays
or is known to Grays;

. No MNZ Prescribed Occurrence there being ndMNZ Prescribed Occurrence’ on or after the
date of the Merger Implementation Agreement, winciudes certain alterations, issues or
reductions to the securities of the MNZ Group, mglany distributions, amendments to its
constitution, acquisitions or disposal of secusiti@ssets, business or intellectual property (other
than in the ordinary course), providing or enteigegtain financial accommodation or debt
forgiveness, capital expenditure greater than aberi@g contracts or commitments that require
payments of more than $500,000 and no member d¥lt¥i# Group becoming insolvent;

. ASX consent or change in termsASX has issued a waiver to allow the issue ofusoshares in
MNZ to Grays shareholders (if, as and when appatgyior that if such waiver is not issued, that
Grays and MNZ agree to changes to the terms of tlwesaction to deliver an equivalent
commercial result;

. Grays Board Endorsement the Grays Board unanimously endorses the Traonsa@nd does
not withdraw such endorsement) including unanimptstommending in this Explanatory
Statement that Grays shareholders accept the MX&t;Of

. Grays Capital Raising $13.2 million is raised (after deducting costsjguant to the capital
raising to be conducted by Grays;

. Grays Material Adverse Change where the EBITDA of the Grays Group for the thneenths
to 30 September 2014 is less than $1 or no mattent, circumstance or contingent liability
occurs, is announced or becomes known to MNZ oGitagys Board after the date of the Merger
Implementation Agreement which (individually oraggregate) diminishes or could reasonably
be expected to diminish or result in (as the casp lbe):

. the net assets of the Grays Group by an amourit@fllion or more;

. the EBITDA of the Grays Group for the 30 June 2fi&ncial year being $4 million or
less; or

. a material adverse effect of the financial conditiassets, liabilities, results of operations,

profitability or prospects of the Grays Group,

other than to the extent such matter, event, cistante or contingent liability is required to be
done under the Merger Implementation Agreementndertaken (or not) at the request of MNZ
or is known to MNZ;

. Grays Prescribed Occurrence there being n6Grays Prescribed Occurrence’ on or after the
date of the Merger Implementation Agreement, wincfudes certain alterations, issues or
reductions to the securities of the Grays Grougkingeany distributions, amendments to its
constitution, acquisitions or disposal of secusiti@ssets, business or intellectual property (other
than in the ordinary course), providing or entegegain financial accommodation or debt
forgiveness, capital expenditure greater than aberi@g contracts or commitments that require
payments of more than $1 million and no membehefMINZ Group becoming insolvent;

. New MNZ shares capthat, subject to the condition precedent relatmMSX consent or
change in terms’ as described above, on complefitime Transaction the aggregate number of
new MNZ shares issued to Grays shareholders isapt than 77.92% of the total number of
MNZ shares on issue immediately after completion.

Grays is the party entitled to the benefit (whiels lthe right to waive a condition precedent or teate
the Merger Implementation Agreement if it cannoshgsfied as required) of all the conditions pdece
other than the Grays Board Endorsement conditiengatent which is for the benefit of Grays and MNZ.
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(c) Transaction obligations

MNZ and Grays are subject to a general obligatioexiecute all documents and do all acts and things
within its power as may be necessary or desirabléhe implementation and performance of the
Transaction in accordance with the transactionttivie. Each of MNZ and Grays has also agreed to
particular obligations, including in respect of prating the transaction, preparing, assisting, reivig
and despatching (as appropriate) the requisiterdentation for the Transaction, providing informatio
engaging independent experts (as need be), unigrtspeecified Transaction steps, notifying the otife
certain objections or obstructions, liaising wittgyulators and independent experts and convening
meetings.

If approval under item 7 of section 611 of the @ogtions Act is required to avoid a contraventién o
section 606 of the Corporations Act (due to a Gshareholder having voting power of more than 20%
in MNZ as a result of the Transaction) certain dfiE%s obligations and Grays’ obligations referred to
above shall extend to the matters necessary toMBiZkshareholder approval under item 7 of section
611.

(d) Conduct of business

From the date of the Merger Implementation Agrednethe date of completion of the Transaction,
Grays and MNZ must each conduct their respectigniesses in the ordinary course and have agreed to
customary restrictions to not undertake certaingaations or do certain things in respect of theginess
prior to completion of the Transaction (includimgs$e things that would give rise to an MNZ or Grays
prescribed occurrence as described in the condifioecedent section above).

(e) Board recommendations and reconstitution

MNZ's directors must unanimously state that then§eetion is in the best interests of its sharels)de
recommend that its shareholders vote in favouhefrésolutions approving the issue of new shares to
Grays shareholders and approving the change ia s€MNZ'’s activities arising from the transactions
contemplated and must not change, withdraw or mdtdse recommendations (or make a statement that
contradicts the above) unless the independent eapires that the issue of new MNZ shares is riot fa
and reasonable to MNZ shareholders, a Grays pbestdccurrence or material adverse change (as
described in the conditions precedent above) oamuas offer is received that the MNZ Board

determines is a superior transaction for MNZ.

Grays’ directors must unanimously state that tten$action is in the best interests of its sharedns|d
recommend that its shareholders vote in favouhefrésolutions approving amendments to Grays
constitution and shareholders agreement and atteepINZ Offer and must not change, withdraw or
modify those recommendations (or make a staterhahtontradicts the above) unless the independent
expert opines that MNZ Offer is not in the beseissts of Grays shareholders, an MNZ prescribed
occurrence or material adverse change (as desdrilthd conditions precedent above) occurs or far of
is received that the Grays Board determines igpargur transaction for Grays.

On completion of the Transaction the MNZ board Wwélreconstituted so that it comprises Jonathan
Pinshaw (chair), Naseema Sparks, Mark Bayliss (wifialso be appointed CEO of MNZ), Will Vicars
along with an additional non-executive directob&odetermined.

() Exclusivity
From the date of the Merger Implementation Agredmetil the earlier of its termination and six mosit

from the date of the Merger Implementation Agreetmen

. No shop each of Grays and MNZ must not, and must prothakits representatives do not,
solicit, invite, facilitate, encourage or initisd@y enquiries, negotiations or proposals (or
communicate any intention to do any of those thingth a view of obtaining from any person an
alternative offer or proposal;
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. No talk: each of Grays and MNZ must not, and must prothakits representatives do not,
directly or indirectly initiate, negotiate or eniato or participate in negotiations or discussions
with any person (or communicate any intention t@dgp of those things) in respect of an
alternative offer or proposal;

. Due diligence each of Grays and MNZ must not, and must prothatits representatives do not,
in respect of an alternative offer or proposal frathird party, solicit, invite, initiate, encoumg
or facilitate any third party to undertake duegdilice investigations on, or make available any
non-public information in respect of, it (includiitg related entities, business and operations);

. Notify of any approach or recommendation if either Grays or MNZ receives an alternative
offer or proposal it resolves to consider, GrayMdl{Z (as appropriate) must notify the other:
. of the existence and material details of such affgsroposal;
. if it proposes to provide information to or alloletthird party to undertake due diligence;
and
. if its board has resolved to recommend the altermatffer or proposal; and
. Exceptions and fiduciary carve out in addition to some customary exceptions to theve

exclusivity arrangements (for example, providinfpimation required by law or to auditors,
brokers, customers or suppliers in the ordinarys®l the' No talk’ and‘Due diligence’
restrictions outlined above do not apply to theeaikthey restrict a party or its board from taking
or refusing to take part in any action with resgectn alternative offer or proposal that that
party's board has determined is a superior traiesafdyr it.

(9) Representations and warranties

Both MNZ and Grays have given customary short fogpresentations and warranties in the Merger
Implementation Agreement in respect of title, céiyaauthority and solvency. In addition to these
customary short form warranties, Grays gives adsgd of warranties to MNZ under the Warranty Deed
(see Section 11.4 below for a summary of the WayrBeed).

11.3 MNZ Offer Terms
(a) Overview

The Offer Terms (which comprise Annexure A of therlyer Implementation Agreement) sets out the
terms on which MNZ will make the MNZ Offer and puasit to which Grays Shareholders will have the
right to receive bonus shares issued by MNZ, stiljecertain conditions.

(b) Condition precedent

The MNZ Offer will not be made if the Merger Implentation Agreement is terminated on or before the
date of completion of the MNZ Offer because of @aloh of the conditions precedent to the Merger
Implementation Agreement. See Section 11.2(b) fliseussion of these conditions precedent.

(c) Offer to purchase shares

MNZ will make an offer to Grays Shareholders towangall of their Grays Shares. As such, Grays
Shareholders will not be able to accept the offeadreeing to sell only some of their Grays Shardse
MNZ Offer is made on the terms that the Grays Shai# be sold to MNZ free from encumbrances and
with all rights, such as dividend or voting rightittached or accrued to them.

MNZ will offer the following consideration for theurchase of the Grays Shares:

. MNZ will issue 638 new fully-paid ordinary sharesthe capital of MNZ for each Grays Share
sold to MNZ; and
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. a number of additional new MNZ shares if, on tstfanniversary after completion of the MNZ
Offer, the former Grays Shareholder holds a nurob&NZ shares equal to or greater than 75%
of the new MNZ shares issued to them as describedea

The new MNZ shares will be issued free from encuanbes, subject to MNZ's constitution and on the
basis that they rank equally in all respects withather MNZ Shares on issue at the time of the MNZ
Offer. The new MNZ Shares will be listed for quadaton the Official List of the ASX.

The new MNZ shares issued under the MNZ Offer béllsubject to escrow restrictions. See Section 11.5
for further information about the escrow restringo

The MNZ Offer will remain open for a period of tlerereeks, unless it is extended by MNZ. Grays
Shareholders may only accept the offer during pleaibd.

(e) Effect of acceptance
Acceptance by a Grays Shareholder (Accepting Sbhtet) of the MNZ Offer will constitute:
. an agreement by that Accepting Shareholder tofgatiseir Grays Shares to MNZ;

. an application by that Accepting Shareholder testibe for the new MNZ shares on completion
of the MNZ Offer; and

. an agreement by that Accepting Shareholder to be@member of MNZ for the purpose of the
Corporations Act.

From the date of acceptance of the offer, the Atiwgshareholder must not dispose of, grant aroapti
over or grant any interest in any Grays Share oumber any Grays Share. The Accepting Shareholder
appoints MNZ as sole proxy to attend and vote aegd meetings of Grays and must not itself attand
vote at any general meeting of Grays from the dat®mpletion of the MNZ Offer until the shares are
registered in the name of MNZ. The Accepting Shalder also waives any rights of pre-emption they
may have in respect of any Grays Shares.

4) Warranties and limitations on liability

MNZ and the Accepting Shareholder each give vangaiganties in relation to the MNZ Offer. The
Accepting Shareholder warrants that it is the tegil owner of the Grays Shares, has the authority
accept the MNZ Offer, has not been subject to aaluency event, the shares are free from
encumbrances and no pre-emptive rights are attaothbé shares.

An Accepting Shareholder's liability for a breadwarranty, contract or in tort, is limited to thelue of
the consideration actually received by the Accep8hareholder under the MNZ Offer.

MNZ gives more extensive warranties than the Adogpbhareholder, for example in relation to its
corporate status, the action it has taken to fatalithe offer, its capital structure, complianéthw
regulatory requirements such as continuous disctasbligations, material contracts it has entental, i
its employees and superannuation, litigation, itzbe]lectual property, insurance and property owhgd
MNZ.

Liability to the Accepting Shareholders for claifos a breach of a warranty are subject to certain
financial and time limits (among others), includiimgiting aggregate liability to a maximum of

$5 million. However, the Accepting Shareholderg/roaly recover the value of liabilities owed to tine
in respect of any breach of a warranty given by Miider the MNZ Offer from MNZ's warranty
insurer. MNZ intends to obtain such warranty imswe prior to the date of the MNZ Offer.

Accepting Shareholders have an obligation to mtiéigheir loss in respect of any matter that gives to
a breach of a warranty given by MNZ.

Notice of meeting and explanatory statement | page 138



The warranties given MNZ are also subject to aralified by facts, matters or circumstances witthie t
that are fairly disclosed by MNZ to Grays in a dfied set of due diligence material and certainlmlyp
accessible information.

11.4 Warranty Deed

On or about the date of the MNZ Offer and in cotioacwith the MNZ Offer, Grays and MNZ will enter
into a deed pursuant to which Grays will give MNH#idional warranties in respect of Grays, membérs o
the Grays Group, the share capital of Grays, GGgsip accounts, business contracts of the Grays
Group, employees, superannuation, litigation, itate|lectual property, insurance, properties and
compliance with statutory requiremen@drranty Deed).

The warranties given by Grays under the Warrantydare given on the date of the Warranty Deed and
on the date of completion of the MNZ Offer. The maaties are consistent with warranties in agreesnent
for the sale and purchase of a corporate groupdyyof/shares.

Liability to MNZ for claims for a breach of a wanty are subject to certain financial and time Ismit
(among others), including limiting aggregate lighito a maximum of $10 million. However, MNZ may
only recover the value of liabilities owed to themrespect of any breach of a warranty given byGra
under the Warranty Deed from Grays’ warranty insuf@rays intends to obtain such warranty insurance
prior to the date of the MNZ Offer.

MNZ has an obligation to mitigate its loss in regpaf any matter that gives rise to a breach of a
warranty given by Grays.

The warranties are also subject to and qualifiethbis, matters or circumstances within the actual
knowledge of MNZ or the MNZ Group on or before thae of Warranty Deed or that are fairly disclosed
by Grays to MNZ in the Warranty Deed, a specifietddd due diligence material and certain publicly
accessible information.

11.5 Escrow Deeds

Each Grays Shareholder (who is issued MNZ Shardsriuhe MNZ Offer) is required enter into an
individual deed with MNZ under which they will agréo escrow;

. 100% of the MNZ Shares issued to them under the NI¥&r for a period ending on the date
that is one week following the date of announcerbgnINZ on ASX of its interim results for
the half year ending 31 December 2014; and

. 50% of the MNZ Shares issued to them under the ND¥2r for a period ending on the date that
is one week following the date of announcement INZMn ASX of its interim results for the
financial year ending 30 June 2015.

Under the Escrow Deeds, each Grays Shareholderiéibsued MNZ Shares under the MNZ Offer)
agrees, for the escrow periods set out above, to:

. not dispose or agree or offer to dispose of, craatecurity interest in or agree to create a sgcuri
interest in their escrowed MNZ Shares and not aéthl, do, or omit from doing, anything which
would have the effect of transferring control ommnsship of their escrowed MNZ Shares; and

. the application of a holding lock over their MNZ&86s.

The restrictions set out above will not apply intam circumstances including to the extent neggdsa
allow acceptance of a bona fide takeover bid (otaceterms) for all MNZ Shares, a transfer or
cancellation of MNZ Shares as part of a schemerahgement, as required by law, pursuant to aaapit
return or reduction undertaken by MNZ or as appddwe MNZ.
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11.6 Underwriting Deed

Grays and Caledonia have entered into a deed datedabout 29 September 2014 pursuant to which
Caledonia has agreed to fully underwrite the Gfaggital RaisingUnderwriting Deed).

No fee is payable by Grays to Caledonia in conatitan for provision of the underwrite subject oé th
Underwriting Deed.

The Underwriting Deed provides, among other thitigs following:

Condition: the underwriting commitment is subject to MNZagtholders approving the
Transaction and the Merger Implementation Agreemehbeing terminated;

20% limit: the number of shortfall shares that Caledoniatraubscribe is limited so that
Caledonia and its associates will have voting paw®iNZ following completion of the MNZ
Offer of less than 20%. If that limit applies, Edbnia must ensure that non-associated sub-
underwriters subscribe for any shortfall sharessalibe cap;

Sub-Underwriters: Caledonia may appoint sub-underwriters at i#scoAny such appointment
does not limit Caledonia’s obligations to ensued gpplications are received for all shortfall
shares;

Indemnity: Grays indemnifies Caledonia (as underwriterjuding its directors, officers,
employees and advisers against certain matteeddtian to the Grays Capital Raising (including
a breach of a warranty given by Grays (see bel@upject to certain customary limitations;

Warranties: both of Grays and Caledonia have given repratiens and warranties, and Grays
has given the underwriter certain undertakingstoernary for an underwriting deed of this nature;

Termination: The Underwriting Deed can be terminated on t®igence of certain events
which include, broadly speaking:

. the ASX All Ordinaries Share Price Index is 85%ems than the level at the close of
trading on the date of the deed for five conseeutiays;

. the MNZ Share price is, for five consecutive datsa level which is 85% or less than the
level at the close of trading on the date of thedde

. there is a change in law, governmental policy gukations which does or is likely to
prohibit, restrict or regulate the Grays CapitaisiRay;

. a material contract referred to in the offer bookbe the Grays Capital Raising is, without
Caledonia's consent, breached by Grays or a rdbaigyl corporate, terminated, amended
or found to be void or voidable;

. Grays breaches the Underwriting Deed or any reptagen or warranty given becomes
untrue or incorrect;

. Grays alters its capital structure or constitutithout Caledonia’'s consent;

. Grays or a related body corporate fails to compth ws constitution, a statute, ASIC or
other governmental guideline, requirement, polarger or request;

. a material part of Grays’ business or propertyispased of or it ceases to carry on
business;

. there is an outbreak of (or major escalation oftitites involving Australia, UK, USA,
China or Japan;

. there is a material adverse change in Grays' fiilmhposition or that of a related body
corporate;
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. the offer booklet for the Grays Capital Raisingisvhecomes defective;

. Grays does not despatch a supplementary or repdatasffer booklet for the Grays
Capital Raising in the form, with the content arithim the time reasonably required by
Caledonia;

. any Grays’ director, its chief executive offer t ¢hief financial officer is charged with

an indictable offence relating to a financial orpmrate matter;

. there is a change to the Grays Directors or ag@labdy corporate (excluding Caledonia's
nominees to the Grays Board) or Grays senior manegewithout Caledonia’'s consent
(not to be unreasonably withheld); or

. Grays or a related body corporate suffers an iesmly event, agrees to encumber the
whole or a substantial part of its business, isstitgect of material proceedings
commenced or its affairs are subject to an invastig by a person appointed to do so by
law,

provided that, in the reasonable opinion of theewniter, the event has or is likely to have, or
the events together have or are likely to haveaternal adverse effect, or could give rise to a
liability for Caledonia under the Corporations Actotherwise.

If the Underwriting Deed is terminated in accordaméth its terms, or the condition to the underingt
commitment described above is not satisfied, thdess Grays can find alternative person(s) to aequi
the shares subject of the underwriting commitmengal(l Grays Shareholders take-up their full
entittement under the Grays Capital Raising), theys Capital Raising may not raise the minimum
amount of $13.2 million necessary for the Transacto proceed.

11.7 ASX Waivers

In relation to the Transaction, ASX has providegl fibllowing confirmations and waivers of the ASX
Listing Rules:

. confirmation that the proposed terms of the BoniZ\NEhares are appropriate and equitable for
the purpose of ASX Listing Rule 6.1, on the comutitihat the full terms of the Bonus MNZ
Shares are clearly disclosed in the Notice of Mggeti

. waiver of ASX Listing Rule 7.3.2, to the extent assary to permit the Notice of Meeting to state
that the Bonus MNZ Shares will be issued up to datims after the Meeting, on the condition
that MNZ's annual report for any period in whicketBonus MNZ Shares are yet to be issued,
sets out in detail the circumstances in which tbald MNZ Shares may be issued;

. confirmation that the restrictions in clauses 13,24, 7, 8 and 9 in Appendix 9B of the ASX
Listing Rules do not apply to MNZ in accordancehnwAtSX Listing Rule 9.1.3;

. confirmation that the Transaction requires MNZ &hatder approval under ASX Listing Rule
11.1.2;

. confirmation that ASX Listing Rule 11.1.3 appliesthe Transaction and that a prospectus must

be issued and lodged with ASIC in order to satfs$X Listing Rule 1.1 (Condition 3). The issue
and lodgement by MNZ with ASIC of a prospectus oalmout the date of this Explanatory
Statement will satisfy ASX Listing Rule 1.1 (Condit 3).

11.8 Prescribed information

The following information is prescribed under th&XListing Rules in respect of the Transaction and
the Resolutions:

Notice of meeting and explanatory statement | page 141



(a) Resolution 2 — Issue of MNZ Shares to sharehold ers of Grays

In respect of Resolution 2, ASX Listing Rule 7.8uies the following information about the proposed
issue of MNZ Shares to Grays Shareholders to engiv MNZ Shareholders.

Item Information

Maximum number of MNZ Shares to be The maximum number of MNZ Shares to be issued by
issued MNZ is 73,244,952.
Issue date The MNZ Shares will be issued on 7 November 2014,

being a date that is no later than three montles tfe
date of the Meeting.

Issue price The MNZ Shares will be issued in part consideratan
the acquisition by MNZ of 100% of the Grays Sharise.
monetary consideration will be received by MNZ fioe
issue of the MNZ Shares.

Issuees The holders of Grays Shares on the relevant resatelin
relation to the MNZ Offer. For further information
regarding the MNZ Offer, please refer to the pathe
‘Important information about the Transaction’ satid
this Explanatory Statement titlébhformation about the

MNZz Offer'.

Terms of the MNZ Shares The 73,244,952 MNZ Shares to be issued on 31 Octobe
2014 rank equally in all respects with all otheisgrg
MNZ Shares.

Intended use of the funds raised No funds are proposed to be raised by MNZ throbgh t

issue of the 73,244,952 MNZ Shares on 31 Octob&4.20
As noted above, these MNZ Shares are proposed to be
issued in part consideration for the acquisitiolviyZ of
100% of the Grays Shares.

Voting exclusion statement Refer to Item 2 of the Notice of Meeting.

(b)  Resolution 3 — Issue of Bonus MNZ Shares

In respect of Resolution 3, ASX Listing Rule 7.§uges the following information about the proposed
issue of Bonus MNZ Shares to certain Grays Shatdem®ko be given to MNZ Shareholders.

Iltem Information

Maximum number of Bonus MNZ Sharesto ~ The maximum number of Bonus MNZ Shares to be
be issued issued by MNZ is 36,622,476.

Issue date As more particularly detailed in Section 10.6, MN&s
obtained a waiver of ASX Listing Rule 7.3.2, to the
extent necessary to permit the Notice of Meetinstabe
that the Bonus MNZ Shares will be issued up to 13
months after the Meeting. On this basis, the BAMNZ
Shares will be issued on the date that is 12 maftes
the date of completion of the Transacti@ous MNZ
Share Issue Datg
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Item Information

Issue price The Bonus MNZ Shares will be issued in part
consideration for the acquisition by MNZ of 100%tloé
Grays Shares. No monetary consideration will be
received by MNZ for the issue of the MNZ Shares.

Issuees The Bonus MNZ Shares will be issued to any person
who:
. is the holder of Grays Shares (on the relevant

record date in relation to the MNZ Offer); and

. on the Bonus MNZ Share Issue Date, holds at
least 75% of the MNZ Shares issued to them
pursuant to Resolution 2 (excluding any MNZ
Shares held by that person prior to the issue of
MNZ Shares to that person pursuant to Resolution
2).

Terms of the Bonus MNZ Shares The 36,622,476 MNZ Shares to be issued on the Bonus
MNZ Share Issue Date rank equally in all respedtis w
all other existing MNZ Shares.

Intended use of the funds raised No funds are proposed to be raised by MNZ throbgh t
issue of the 36,622,476 Bonus MNZ Shares on thei8on
MNZ Share Issue Date. As noted above, these Bonus
MNZ Shares are proposed to be issued in part
consideration for the acquisition by MNZ of 100%tloé
Grays Shares

Voting exclusion statement Refer to Item 2 of the Notice of Meeting.

11.9 Consents and disclaimers

The following persons have given and have not,leedespatch of this Explanatory Statement,
withdrawn their consent to be named in this ExplanyaStatement in the form and context in whichythe
are named:

Role Person

MNZ’s legal adviser Minter Ellison, Melbourne

MNZ'’s auditor Ernst & Young

MNZ'’s share registry Computershare Investor Services Pty Limited
Grays' auditor Ernst & Young
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In addition to consenting to be named in this Erptary Statement, the following persons have given
and have not, before despatch of this Explanattaie®ent, withdrawn their consent to the inclusgion
this Explanatory Statement of the following statateend references to those statements in thedoom
context in which they are included:

Grays Grays Information
McGrathNicol Transaction Advisory Pty Ltd Investigating Accountant’s Report reproduced in
Section 10.

11.10 Transaction costs
(a) Costs borne by MNZ

The persons named in this Explanatory Statemepeidsrming a function for MNZ in a professional or
advisory capacity up to the date of this Explanatatement in connection with the Transaction sate
out below, together with the estimated fees payabthem assuming the Transaction proceeds (all
amounts excluding GST):

Role Adviser / Provider Fees

Legal adviser Minter Ellison, Melbourne $165,000
Corporate adviser Zolude Investments Pty Ltd $120,000
Registry (including administration, Computershare Investor Services Pty$15,000
registry functions, print and mail, call ~ Limited

centre and other related services)

The total transaction costs are estimated to H5$8illion. That total includes the above costse
balance of transaction costs of $3.35 million pritgaelate to costs expected to be incurred byySias
described in paragraph (b) below.

(b) Costs borne by Grays

Set out below are the names of those persons wimrped a function for Grays in a professional or
advisory capacity up to the date of this Explanatatement in connection with the Transaction,
together with the estimated fees payable to thesaraisig the Transaction proceeds (all amounts
excluding GST):

Role Adviser / Provider Fees

Legal adviser Minter Ellison, Sydney $1,000,000

Investigating Accountant and due McGrathNicol Transaction Advisory $200,000

diligence services (jointly retained Pty Ltd

with MNZ) McGrathNicol Advisory Partnership

Financial adviser Moelis Australia Advisory Pty Ltd No more than
$2,000,000

Tax adviser PwC $30,000

Expert valuation report relating to tax ~ Lonergan Edwards & Associates $15,000
advice Limited
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Role Adviser / Provider Fees

Provider of tax due diligence services Ernst & Young $50,000

Independent Expert in respect of the ~ Lonergan Edwards & Associates $70,000
MNZ Offer Limited

11.11 Documents available

You can view or download an electronic versionhid Explanatory Statement at MNZ's website
(www.mnemon.com.gu

11.12 No other material information

Except as set out in this Explanatory Statemenheéropinion of the MNZ Directors, there is no athe
information material to the making of a decisionhmw to vote in relation to the Resolutions, being
information that is within the knowledge of any MNI4rector or of any related body corporate of MNZ
which has not been previously disclosed to MNZ 8halders.

11.13 Supplementary information

MNZ will issue a supplementary document to the Brplory Statement if it becomes aware of any of
the following between the date this Explanatoryte$teent is lodged with ASIC and provided to ASX and
the date the meeting is held:

. a material statement in the Explanatory Statensefatise or misleading in a material aspect;
. a material omission from the Explanatory Statement;

. a significant change affecting a matter includeths Explanatory Statement; or

. a significant new matter has arisen and it woulkeHzeen required to be included in the

Explanatory Statement if it had arisen before thte the Explanatory Statement is lodged with
ASIC and provided to ASX.

Depending on the nature and timing of the changedrmastances and subject to obtaining any relevant
approvals, MNZ may circulate and publish any sumgletary document by:

. making an announcement to ASX;

. placing an advertisement in daily newspapers (fisatkin the Corporations Act) ordinarily
published in Australia;

. posting the supplementary document to Shareholdareir registered address as shown on
MNZ’s register of Shareholders; or

. posting a statement on MNZ's corporate website,

as MNZ in its sole and absolute discretion consi@@propriate.
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Notice of meeting

Notice is given that a general meeting of the diaders of MNZ will be held at Minter Ellison, Lelve
19, Aurora Place, 88 Phillip Street, Sydney NSWOQ®at 8.30am (Sydney time) on 31 October 2014.

The business to be considered at the Meeting iBsutdielow. Information on the resolutions to whic
the business relates is contained in the Explap&tatement.

This Explanatory Statement should be read in catiom with the accompanying notice of meeting.
This Explanatory Statement is not investment advi¢eu should seek your own financial and
professional advice before making any decisionmm to vote at the meeting.

Terms used in this Notice of Meeting will, unleke tontext otherwise requires, have the same nganin
given to them in the Glossary at the end of thisudeent.

1. Business
Resolution 1 — Acquisition of Grays (Aust) Holdingsty Ltd

To consider, and if thought fit, to pass the folilogvresolution:

"Subject to Resolutions 2 and 3 set out in theceatonvening this meetindtice of Meeting)
being passed, for the purposes of ASX Listing Rule and for all other purposes, the
shareholders of Mnemon Limiteldl NZ) approve and agree to:

@) the acquisition by MNZ of all of the equity weties in the capital of Grays (Aust)
Holdings Pty Ltd (ACN 114 615 780) on the terms ewratlitions described in the
explanatory statement accompanying the Notice aftivig Explanatory Statement); and

(b) the proposed change to the scale of MNZ's #ietivas described in the Explanatory
Statement.”

Resolution 2 — Issue of MNZ Shares to shareholdeas Grays (Aust) Holdings Pty Ltd
To consider, and if thought fit, to pass the folilogvresolution:

"Subject to Resolutions 1 and 3 set out in theceatonvening this meetiniydtice of Meeting)
being passed and the satisfaction of other conmitirecedent to the completion of the
Transaction (as defined and outlined in the explanastatement accompanying the Notice of
Meeting Explanatory Statement)), for the purposes of ASX Listing Rule 7.1 amdafioother
purposes, the shareholders of Mnemon LimiMNZ) approve the allotment and issue of
73,244,952 fully paid ordinary shares in MNMNZ Shares) to the shareholders of Grays (Aust)
Holdings Pty Ltd (ACN 114 615 78@r@ys) on the relevant record date, in consideration thog
acquisition by MNZ of all of the equity securitirghe capital of Grays on the terms and
conditions described in the Explanatory Statement."

Resolution 3 - Issue of Bonus MNZ Shares
To consider, and if thought fit, to pass the folilogvresolution:

"Subject to Resolutions 2 and 3 set out in theceatonvening this meetiniydtice of Meeting)
being passed and the satisfaction of other conutigrecedent to the completion of the
Transaction (as defined and outlined in the explanastatement accompanying the Notice of
Meeting Explanatory Statement)), for the purposes of ASX Listing Rule 7.1 amdafioother
purposes, the shareholders of Mnemon LimidMNZ) approve the allotment and issue of fully
paid ordinary shares in MNZ on the date that isri@nths after the date of completion of the
Transaction (as defined and outlined in the explanastatement accompanying the Notice of
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Meeting Explanatory Statement)) )(Bonus MNZ Share | ssue Date) to any person who is the
holder of shares in Grays (Aust) Holdings Pty LACN 114 615 780)3rays) on the relevant
record date) that, on the Bonus MNZ Share Issue Daild at least 75% of the MNZ Shares
issued to them pursuant to Resolution 2 (excludmgMNZ Shares held by that person prior to
the issue of MNZ Shares to that person pursuaResplution 2), as part of the consideration for
the acquisition by MNZ of all of the equity sedestin the capital of Grays on the terms and
conditions described in the Explanatory Statement."

Resolution 4 — change of name to Grays eCommerce @ip Limited

2.

To consider, and if thought fit, to pass the folilegvresolution which will be proposed as a
special resolution:

"For the purposes of section 157(1) of the CorporagiAct 2001 and all other purposes, the
shareholders of Mnemon Limiteldl NZ) approve the name dfnemon Limited’ being changed

to ‘Grays eCommerce Group Limited', such change tog#ieet subject to Resolutions 1, 2 and 3
set out in the notice convening this meetidgtice of Meeting) being passed and the satisfaction
of other conditions precedent to the completiothefTransaction (as defined and outlined in the
explanatory statement accompanying the Notice dtivig)"

Voting exclusion statements

Resolution 1 — Acquisition of Grays (Aust) Holdingsty Ltd

MNZ will disregard any votes cast on this Resolutioby:

(i)

(ii)

(iii)

a person who might obtain a benefit, except a lies@ely in the capacity of a holder of ordinary
securities, if the resolution passed;

a person who may participate in the proposed ifksuging part of the Transaction; or

an associate of any of those persons.

However, MNZ need not disregard a vote if:

(i)

(ii)

it is cast by a person as a proxy for a personiglentitied to vote, in accordance with the
directions on the proxy form; or

it is cast by the person chairing the Meeting axypfor a person who is entitled to vote, in
accordance with a direction on the proxy form ttevas the proxy decides.

Resolution 2 — Issue of MNZ Shares to shareholded Grays (Aust) Holdings Pty Ltd

MNZ will disregard any votes cast on this Resolutioby:

(i)
(ii)

a person who may participate in the proposed ifsuging part of the Transaction; or

an associate of any of those persons.

However, MNZ need not disregard a vote if:

(i)

(ii)

it is cast by a person as a proxy for a personiglentitled to vote, in accordance with the
directions on the proxy form; or

it is cast by the person chairing the Meeting axypfor a person who is entitled to vote, in
accordance with a direction on the proxy form ttevas the proxy decides.

Resolution 3 - Issue of Bonus MNZ Shares

MNZ will disregard any votes cast on this Resolutioby:

(i)

a person who may participate in the proposed ifksugng part of the Transaction; or
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(ii) an associate of any of those persons.
However, MNZ need not disregard a vote if:

0] it is cast by a person as a proxy for a personigleatitled to vote, in accordance with the
directions on the proxy form; or

(ii) it is cast by the person chairing the Meeting axypfor a person who is entitled to vote, in
accordance with a direction on the proxy form ttevas the proxy decides.

Resolution 4 — change of name to Grays eCommerce @ip Limited

No voting exclusions apply to Resolution 4.

3.  Majorities required for the Resolutions to be passed

Resolutions 1, 2 and 3 (being tiMerger Resolutions’) will each be passed if moenth0% of the votes
cast on each Merger Resolution (either in persmxyp attorney or by corporate representative)rare
favour of that Merger Resolution. Each of the MrBesolutions are inter-conditional. This meduas t

in order for the Transaction to proceed, MNZ Shaldérs must approve each of Resolutions 1, 2 and 3.

Resolution 4 will be passed if more than 75% ofwtbies cast on Resolution 4 (either in person,yprox
attorney or by corporate representative) are indawf Resolution 4.

4. Entitlement to vote

MNZ has determined, in accordance with section E)Z}{g)(i) of the Corporations Act and regulation
7.11.37 of the Corporations Regulations, that tidZMEhareholders entitled to attend and vote at the
Meeting shall be those persons who are recordedeoregister of members at 7.00pm (Sydney time) on
29 October 2014.

5. Voting

You may vote in person by attending the Meetingyproxy.

To vote in person, you must attend the Meeting @téd Ellison, Level 19, Aurora Place, 88 Phillip
Street, Sydney NSW 2000 at 8.30am (Sydney tim&lo@ctober 2014.

To vote by proxy, a completed proxy form must blevdesd to and received by the MNZ Share Registry
on or before 8.30am (Sydney time) on 29 October20he attached proxy form sets out the
instructions for the return of that proxy form.

Please return proxy forms by post in the reply gaidelope provided.

6. Proxies

In accordance with section 249L of the Corporatidos MNZ Shareholders are advised that:
(a) each MNZ Shareholder entitled to vote at the Meghias a right to appoint a proxy;
(b) the proxy need not be an MNZ Shareholder;

(© an MNZ Shareholder who is entitled to cast 2 oren@tes may appoint 2 proxies and may
specify the proportion or number of votes each piiexappointed to exercise. If no proportional
number is specified, each proxy may exercise Hali@MNZ Shareholder's votes; and

(d) an MNZ Shareholder may specify the way in whichphexy is to vote on the Resolutions or
may allow the proxy to vote at its discretion.thHé way in which a proxy is to vote on a
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Resolution is specified by a MNZ Shareholder, thexp may not vote on that Resolution except
as specified by the MNZ Shareholder.

7. Voting of proxies

A proxy may decide whether to vote on any motiowwept where the proxy is required by law or under
the MNZ Constitution to vote, or abstain from vgfjin their capacity as proxy. If a proxy is diext
how to vote on an item of business, the proxy n@e vn that item only in accordance with that
direction. If a proxy is not directed how to vate an item of business, a proxy may vote as haer s
thinks fit.

8.  Voting by corporate representatives

Corporate MNZ Shareholders or proxies wishing tte\wy corporate representative should obtain an
appointment of corporate representative form fromMINZ Share Registry and complete and sign the
form in accordance with the corporate MNZ Shares&ddconstitution or by a duly authorised attorney.

The corporate representative form and the powattofney or other authority (if any) under whiclsit
signed (or a certified copy thereof) must be resgilty MNZ before the start or resumption of the
meeting at which the representative is to votegydmst in the reply paid envelope provided.

9. How the MNZ Chairpman will vote undirected proxies

If you return your proxy form but do not nominatpraxy, the MNZ Chairman will be your proxy and
will vote on your behalf as you direct on the prdagm. If your nominated representative does not
attend the meeting then your proxy will revertiie MNZ Chairman and he will vote on your behalf as
you direct on the proxy form.

If a proxy is not directed how to vote on an itehibosiness or Resolution, the proxy (including, if
applicable, the MNZ Chairman) may vote, or abstam voting, as they think fit.

If you appoint the MNZ Chairman (being the chaitltd Meeting) as your proxy (or if the MNZ
Chairman is appointed by default) and do not ditleetMNZ Chairman how to vote on a particular
Resolution, the MNZ Chairman will vote your proxyfavour of that item of business, even if the MNZ
Chairman has an interest in the outcome of thdigpdar Resolution and votes cast by the MNZ
Chairman, other than as proxy holder, would beedisrded because of that interest.

By order of the Board

Leanne Ralph
Company Secretary

29 September 2014
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Glossary

Unless the context otherwise requires, the singatdndes the plural and vice versa, and the falhgw
terms will have the following meaning:

Active Customer means a person who has made a purchase on armgy grfatysonline.com, OO.com.au,
dealsdirect.com.au or topbuy.com.au websites witienl2 months prior to the date of this Explanator
Statement.

ASIC means the Australian Securities and Investmenitsnassion.
ASX means ASX Limited ACN 008 624 691.

ASX Listing Rules means the Listing Rules of the ASX or financial kedrconducted by it, as
applicable.

B2B means business-to-business.
B2C means business-to-consumer.

Bonus MNZ Sharemeans one MNZ Share to be issued under the MNZ @ff&rays Shareholders who
satisfy the terms and conditions of the MNZ Offelating to the issue to them of additional MNZ Ssar
on the date that is 12 months after the date ofpdetion of the Transaction.

Caledoniameans Caledonia (Private) Investments Pty Limi€N 003 977 115.

Combined Group means the combined MNZ and Grays entities oncgsdracomes a wholly-owned
subsidiary of MNZ (ie. following Completion).

Combined Group Board means the board of directors of MNZ from time todifollowing Completion.

Combined Group Directors means the directors of MNZ from time to time foliogg Completion, and
on Completion being those persons referred to atiGe7.10.

Corporations Act means th&€orporations Act 200{Cth), as amended from time to time.
Corporations RegulationsmeansCorporations Regulations 20qCth).

Explanatory Statementmeans the explanatory statement in this documsenhich the Notice of
Meeting is annexed.

Grays means Grays (Aust) Holdings Pty Ltd ACN 114 615.78

Grays Board means the board of directors of Grays at the dat@Notice of Meeting and Explanatory
Statement.

Grays Capital Raisingmeans an offer of new Grays Shares by Grays tdirxi&rays Shareholders by
way of an entitlement offer to raise not less t#&8.2 million in cash.

Grays Constitution means the constitution of Grays, as amended fiomtb time.

Grays Directors means the directors of Grays at the date of thiicBlef Meeting and Explanatory
Statement.

Grays NSWmeans Grays (NSW) Pty Ltd, which is a wholly-owsedsidiary of Grays.
Grays Sharesmeans fully paid ordinary shares in the capitabodys.
Grays Shareholdermeans a holder of Grays Shares.

Grays Shareholders Agreemenmeans the Consolidated Shareholders’ Agreemanetation to Grays
(Aust) Holdings Pty Limited, as amended from tirogiine.
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Invoiced Salesmeans:

. in respect of items sold by auction on graysontioe — the aggregate of the filammer price’
(auction price), plus freight charged by GraysGalimrespect of those sales, plus buyer's
premium charged by GraysOnline in respect of tisades; and

. in respect of items sold by fixed price sale on ahgraysonline.com.au, OO.com.au,
dealsdirect.com.au or topubuy.com.au — the aggeegfahe sales prices plus any freight charged
in respect of those sales.

Meeting means the general meeting of the members of MNizhioh the Notice of Meeting and
Explanatory Statement relates, which has been caavi be held at Minter Ellison, Level 19, Aurora
Place, 88 Phillip Street, Sydney NSW 2000 at 8.3(&ydney time) on 31 October 2014.

Merger Implementation Agreementmeans the merger implementation agreement betwWéghand
Grays dated 5 August 2014.

Merger Resolutionsmeans Resolutions 1, 2 and 3 set out in the Nofiddeeting and explained in the
Explanatory Statement.

MNZ means Mnemon Limited ACN 125 736 914.

MNZ Board means the board of directors of MNZ at the datihisfNotice of Meeting and Explanatory
Statement.

MNZ Chairman means Ms Naseema Sparks, the chairman of MNZ.

MNZ Directors means the directors of MNZ at the date of thisidéodf Meeting and Explanatory
Statement.

MNZ Offer means the offer by MNZ to Grays Shareholders tize 100% of their Grays Shares in
return for the issue of shares in MNZ, plus thétsgo receive Bonus MNZ Shares subject to certain
conditions.

MNZ Option means an option to be issued an MNZ Share.

MNZ Share means a fully paid ordinary share in the capitafiblZ.

MNZ Share Registry means Computershare Investor Services Pty LinAteN 078 279 277.

MNZ Shareholder means a holder of one or more MNZ Shares.

Notice of Meetingmeans the notice of general meeting to whichEkjslanatory Statement is annexed.

Resolutionsmeans the resolutions that are set out in thechati Meeting and explained in the
Explanatory Statement.

Transacted Salesneans:

. in respect of items sold by auction on graysontioe — the finathammer prices’ (auction
prices) of those items; and

. in respect of items sold by fixed price sale on ahgraysonline.com, OO.com.au,
dealsdirect.com.au or topubuy.com.au — the salesgof those items.

Transaction means the proposed merger between MNZ and Gragisneludes the Grays Capital
Raising and the MNZ Offer as components.
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Mnemon Limited

ACN 125736 914
= 000001 o000 MmNz
MR SAM SAMPLE
FLAT 123

123 SAMPLE STREET
THE SAMPLE HILL
SAMPLE ESTATE
SAMPLEVILLE VIC 3030

Lodge your vote:

Onllne:
www.investorvote.com.au

>4 By Mail:
Computershare Investor Services Pty Limited
GPO Box 242 Melbourne
Victoria 3001 Australia

Alternatively you can fax your form to
(within Australia) 1800 783 447
(outside Australia) +61 3 9473 2555

For Intermediary Online subscribers only
(custodians) www.intermediaryonline.com

For all enquiries call:
(within Australia) 1300 850 505
(outside Australia) +61 3 9415 4000

Proxy Form

This Document is printed on Greenhouse Friendly~ ENVI Laser Carbon Neutral Paper

LJ

Vote online 24 hours a day, 7 days a week:
www.investorvote.com.au

M Cast your proxy vote

M Review and update your securityholding

Your secure access information is:
Control Number: 999999

SRN/HIN: 19999999999

ﬂ PLEASE NOTE: For security reasons it is important that you keep your
SRN/HIN confidential.

PIN: 99999

2% For your vote to be effective it must be received by 8.30am (Sydney time) on Wednesday 29 October 2014

How to Vote on Items of Business
All your securities will be voted in accordance with your directions.

Appointment of Proxy

Voting 100% of your holding: Direct your proxy how to vote by
marking one of the boxes opposite each item of business. If you do
not mark a box your proxy may vote or abstain as they choose (to
the extent permitted by law). If you mark more than one box on an
item your vote will be invalid on that item.

Voting a portion of your holding: Indicate a portion of your
voting rights by inserting the percentage or number of securities
you wish to vote in the For, Against or Abstain box or boxes. The
sum of the votes cast must not exceed your voting entitlement or
100%.

Appointing a second proxy: You are entitled to appoint up to two
proxies to attend the meeting and vote on a poll. If you appoint two
proxies you must specify the percentage of votes or number of
securities for each proxy, otherwise each proxy may exercise half of
the votes. When appointing a second proxy write both names and
the percentage of votes or number of securities for each in Step 1
overleaf.

A proxy need not be a securityholder of the Company.

Signing Instructions for Postal Forms

Individual: Where the holding is in one name, the securityholder
must sign.

Joint Holding: Where the holding is in more than one name, all of
the securityholders should sign.

Power of Attorney: If you have not already lodged the Power of
Attorney with the registry, please attach a certified photocopy of the
Power of Attorney to this form when you return it.

Companies: Where the company has a Sole Director who is also
the Sole Company Secretary, this form must be signed by that
person. If the company (pursuant to section 204A of the Corporations
Act 2001) does not have a Company Secretary, a Sole Director can
also sign alone. Otherwise this form must be signed by a Director
jointly with either another Director or a Company Secretary. Please
sign in the appropriate place to indicate the office held. Delete titles
as applicable.

Attending the Meeting

Bring this form to assist registration. If a representative of a corporate
securityholder or proxy is to attend the meeting you will need to
provide the appropriate “Certificate of Appointment of Corporate
Representative” prior to admission. A form of the certificate may be
obtained from Computershare or online at www.investorcentre.com
under the help tab, "Printable Forms".

Comments & Questions: If you have any comments or questions
for the company, please write them on a separate sheet of paper and
return with this form.

GO ONLINE TO VOTE, S
or turn over to complete the form

Samples/000001/000002/i



M&?A,]I\;:SSAMPLE |:| Change of address. If incorrect,
mark this box and make the

}ZHSESSA:B\I\Q/IPF!’_IFESI:II]ELE ET correction in the space to the left.
Securityholders sponsored by a

SAMPLE ESTATE
SAMPLEVILLE VIC 3030 broker (reference number

commences with ’X’) should advise

your broker of any changes. I 9999999999 I N D

O PrOxy Form Please mark | X | to indicate your directions

STEP 1 Appoint a Proxy to Vote on Your Behalf XX
I/We being a member/s of Mnemon Limited hereby appoint
. ;Zl’;PLEASE NOTE: Leave this box blank if
the Chairman you have selected the Chairman of the
of the Meeting —— Meeting. Do not insert your own name(s).

or failing the individual or body corporate named, or if no individual or body corporate is named, the Chairman of the Meeting, as my/our proxy
to act generally at the meeting on my/our behalf and to vote in accordance with the following directions (or if no directions have been given, and
to the extent permitted by law, as the proxy sees fit) at the General Meeting of Mnemon Limited to be held at Minter Ellison, Level 19, Aurora
Place, 88 Phillip Street, Sydney NSW 2000 on Friday, 31 October 2014 at 8.30am (Sydney time) and at any adjournment or postponement of
that meeting.

STEP 2 Items Of Business ;ZX:PLEASE NOTE: If you mark the Abstain box for an item, you are directing your proxy not to vote on your

behalf on a show of hands or a poll and your votes will not be counted in computing the required majority.

X RS
< 6\(‘9 6\’6\
LA S

1 Acquisition of Grays (Aust) Holdings Pty Ltd

2 Issue of MNZ Shares to shareholders of Grays (Aust) Holdings Pty Ltd

3  Issue of Bonus MNZ Shares

4 Change of name to Grays eCommerce Group Limited

The Chairman of the Meeting intends to vote undirected proxies in favour of each item of business. In exceptional circumstances, the Chairman of the Meeting may
change his/her voting intention on any resolution, in which case an ASX announcement will be made.

m Signatu re of Secu rityholder(s) This section must be completed.

Individual or Securityholder 1 Securityholder 2 Securityholder 3
Sole Director and Sole Company Secretary Director Director/Company Secretary
Contact
Contact Daytime
Name Telephone Date / /

B VNZ 190486A Computershare =
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