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Dear Shareholder,
| am writing to you in relation to the recently announced cash offer by Archer Capital for all your shares in Keycorp.

This offer values Keycorp at $0.58 per share with the proposed acquisition to be implemented by a Scheme of
Arrangement which will require shareholder approval (‘the Offer’). The price per share is over and above the $0.02
dividend announced on 27 August 2010. In the absence of receiving a superior offer and subject to the
independent expert’s report, all Directors intend to vote in favour of the scheme and recommend that
shareholders accept the Offer.

Given that all Directors are in support of the Offer, | would like to provide you with some background information
regarding how this Offer came into being and also to explain why your board believes this to be a fair offer for all
shareholders.

The Board has received several indicative offers

Following the recent completion of our corporate restructuring program, Keycorp has been stabilised as a business
with profitability restored to a sustainable level of earnings as reported in the company’s recent financial report.
The lower FY11 forecast compared to the previous year represents the level of earnings the board believes is
sustainable and which forms the basis for the board’s support for an offer at the value made.

We have assessed the options currently available to us to grow the business and have concluded that organic
growth is limited due to the small size of the current EFTPOS services market and given that we already have a
healthy share of this market. We believe that future profit growth rests largely with acquisitions in segments that
are compatible with our current business or which otherwise enable us to leverage current capabilities. The
board’s preferred option has been to utilise the company’s cash reserves to fund acquisitions that are value
accretive, however significant levels of additional funding would still be required to effect meaningful growth.

The key challenge is that our current modest size restricts our ability to source significant levels of debt at an
acceptable cost and risk profile and, further, the suboptimal composition of our shareholding structure and public
company status means that any large scale equity raising cannot be achieved without significant dilution or impact
to current shareholders.

These issues, coupled with the ongoing high costs involved in operating a listed public company, prompted the
board to conclude that action was required to protect the current interests of shareholders.

Over the past 12 months, the board has undertaken a thorough assessment of the various options available to the
company with the support of independent corporate and legal advice. We engaged in discussions with numerous
parties regarding a variety of possible alternatives and received a number of indicative approaches. Upon
completion of this process, the board is firmly of the view that the current Offer by Archer Capital offers a superior
outcome relative to other options, and that it clearly represents a fair and reasonable outcome for all
shareholders.



Archer’s offer represents an attractive opportunity to realise value for shareholders

The key reasons why the board believes Archer’s offer price of $0.58 per share to be the best available outcome
for shareholders are that the Offer:

e represents an attractive 42% premium for shareholders on the underlying enterprise value of the business
of $0.19 per share based on the last close price before announcement of the Offer (this premium
calculation appropriately excludes cash reserves as it would be illogical to pay any premium for cash);

e isapremium of 20.8% to the 12 month volume weighted average price to the last close price before
announcement of Offer of $0.48 per share; and

e represents the highest share price for Keycorp shares since February 2007.
In addition, we consider the Offer by Archer to be attractive for the following reasons:

e The Offer provides a liquidity event for shareholders whereby they can exit their shareholding in return
for cash. This is important given Keycorp is a very thinly traded stock. It is also important to note that
approximately 25% of current cash reserves are required to fund working capital, lease finance and other
commitments that cannot be released except via a takeover.

e The opportunity for profitable growth going forward now rests largely with acquisitions. If the Offer is not
accepted, the reality is that we will require significant additional funding both through debt and equity
capital raising, in addition to the use of the existing cash balance.

e The proposed transaction allows shareholders the opportunity to realise the full value of the Company.
This is because the Board is planning to retain current cash reserves for either acquisitions or working
capital requirements. The alternative, to return surplus cash to shareholders would only realise part of the
value of the company. Such a scenario would leave the business with insufficient capital to fund any
meaningful growth.

e The Offer has a high degree of certainty around completion.

Documentation will be dispatched to you over the coming weeks setting out in more detail further supporting
rationale and the timetable of events leading up to the shareholders’ meeting to vote on the proposed Scheme of
Arrangement. If you have any queries or require further information please call our information line on 1800 648
622 or +61 2 8256 3377.

In conclusion, your board is firmly of the view, until the independent expert’s view is received, that the current
Offer is fair and reasonable and is in the best interests of all shareholders and we urge you to join us in voting in
favour of the Scheme of Arrangement.

Yours sincerely,

Rob Bishop

Chairman




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


