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Meeting 2.00 p.m. 9 August 2001

MEMORANDUM FOR MEMBERS
Mr D O Jones
Mr C G Giffney
Mr A Lawrence
Mr K J O’Connor

LION NATHAN/MONTANA/ALLIED

1. The meeting is being held to discuss three matters:

(a) Complaint from Russell McVeagh for Lion Nathan in relation to the behaviour
of the Montana directors in agreeing to the change in offer dates for the Allied
offer as set out in the firm’s letter of 7 August 2001 (distributed to members
yesterday);

(b) The question of how to deal with Montana’s apparent breach of the Code by
not releasing its target company statement when required (3 August 2001);

(c) The imposition of costs on Lion Nathan and Allied Domecq in relation to their
section 32 hearings.

Russell McVeagh complaint re Montana directors’ behaviour

2. Russell McVeagh’s letter of 7 August 2001 makes a detailed complaint about the
actions of Montana’s directors in agreeing to changes in Allied’s offer document.
They seek to rely on rule 38 of the Code (defensive tactics).

3. At this point we have not sought external advice on the issue,

4, The fact of this complaint has been made known to Montana through a hearing last
week of the Market Surveillance Panel where Montana and Allied sought to have the
MSP decision to extend the dates of the Lion sell-down reversed. Montana has asked
for copies of the complaint. We have not yet acceded to that request.



Apparent _breach of the Code by Montana directors in relation to the target company

Statement

5.

10.

Members are well aware of the background to this. Montana was required by rule 46
of the Code to send its target company statement to the offerees, the offeror, and the
NZSE, by Friday 3 August 2001. It sought an exemption from the Panel to have that
deadline extended to Wednesday 8 August 2001. That request was declined.

The Montana directors were annoyed at the Panel’s response. This is expressed in
their press statement of 3 August 2001 (copy attached).

Newspaper reports said that Montana had released its annual financial statements,
target company statement, and independent adviser’s report on Monday 6 August
2001. The Panel has, this morning, received copies of the Montana directors’
statement and the independent adviser’s report. The Bell Gully covering letter was
dated 7 August. Unfortunately we do not appear to have received our NZSE Daily
Memos for this week so cannot get a more accurate fix on the release of the target
company statement.

We enclose copies of the Montana directors’ statement. We note it is dated 4 August
2001. The PWC independent advisers’ report is dated 3 August. Because of the time it
takes to fax large volumes of paper we are not sending the PWC statement to you.
From a perusal of the text there seems to have been a cut-and-paste job on the earlier
report. The section seen by members earlier now refers to the Standing Committee’s
decision and Lion Nathan’s application for judicial review. The many uncertainties of
the situation are explained. However much of the earlier text remains intact.

Note that at page 6 of the Russell McVeagh letter of 7 August 2001 the firm refers to
the issue of the lateness of the target company statement and expects the Panel to be
taking action in relation to the matter.

For consideration.

Imposition of fees on Lion Nathan and Allied Domecq for section 32 matters

11.

I will endeavour to have something to members on this before the meeting. However I
thought I should at least distribute the available material on the first two issues so that
members may have a chance to consider it before 2.00 p.m.

Kerry Morrell
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Aunnnncement by Independent Direstors uanmana Group (NZ) Limited dated 3 Angnst 2001 to
the New Zesland Stock Exdmnge for immediate release 10 the ma.rket

The Independent Directars of Montana Graup (NZ) Limited, Messrs Neville-White, Cocte, LeGrice and -
Mogridge, wish to advise Montana shareholders that a ruling by the Market Surveillance Panel of the New .
Zealand Stock Exchange has cavsed Montana to delay the completion agd mailing of the target company :
statyment’ and independent adviser’s report that Montana is required to have prepa_red in relation to the. .

- takeover offer by Millstream Equities Lzmxbad

"These documents were originally due to be printed and mailed by Friday, 3 August 2001, The Independent ™
Directors now expect them to be mailed on Wednesday, 8 August 2001, ‘

The ruling made by the Market Surveillance Péhél on 31 July withour prior notice to' Montana, extended the. '
date.by which Lion Nathan Limited is reqmrcd to sell ﬂ:e 19% parcel of “defaulter’s securities” from 11
August 2001 1o 17 August 2001,

The Independent Directors of Montana were notified of the Market Strveitlance Panel’s ruling after 5.00pin "
on Taesday, 31 July 2001, This was after Montans’s ariginal target company statement énd the mdependent .
adviser’s report had been approved by the md.ependent Directors for printing and mailing, In the view of the.
].ndependcnt Direstars, the ruling may have rendered these documents misleading if they had been dismibuted..
il the form that had previously been approved by the Independent Directers.

’I‘he éxtension granted to Lio is materia] to Montana shar.cholders who are deciding whether or not to accept
Millstream's offer, as that offer currently closes on 17 A.ugust 2001. For this and other reasens, the ”

Independent Dirastors requested that the Panel revoke the eatension, At a hearing today that request was
declined by the Panel. : _ .

Montuna sought an exemption from the provlsxons of the Takeovers Cudc 1o permit it to delay the target
cempany statement and independent adviser’s report until Wednesday, 8 Angust 2001, This three day

extension was needed to enable the Independent Directars to consider the Market Surveillance Pugel’s ruling
and taks account of whether or not that roling had been revoked. Importandy, even with this delay,
shareholders would still have had 2 week to consider the materia] to he provided to them by Montana before
MJJJStream s offer closed '

'me Indapandent Directors were d:sappomta& ﬂmt the Takeovers Pane] declined the ex=mption application.

Unfortunately, the change in timing of Lion’s required sefl-down was critical to the way in which the
Independent Directors explained the inter<amnection between the sell-down and Millstream's offer to-
shareholdets. Accardingly, the Indepemdent Directors have had to delay sending the target company"
staternent and the Independent adviser’s report to shareholders. The Independent Directors expected that the
Taksovers Panel would have agreed that it was jp the interests of Montana’s sharehclders and the market
generally 1o allow the Independent Directors time to updata the statement %o include a slear message 1o
shafahnidexs a3 to what the ruling means.
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Mr Neville-White said that the target campany statement end independent adviser’s report would also
corpment, to the oxtent currently possible, on Lion®s judicial review proceedings challenging the three

decisions of the Standing Committse, including the decision requiring Lico to sell 19% of Mantana's sharss,
Lion filed these proceedings on Thursday, 2 Aungust 2001.

The Independent Directors of Mantaza reluctantly record their frugtration thar the warkings of the New
Zealand Stock Exchange’s Market Surveillance Fane! ars not sufficienty co-cedinated with the reguirstoents
of the Takeovers Code so that directors can better discharge their fdusiary duries in an appropriate maner,

Barry Neville-White

" “hairman
Committee of Independent Directors
Moztana Group (NZ) Limired

TOTAL P.@32



TARGET COMPANY STATEMENT BY MONTANA GROUP (NZ) LIMITED PREPARED PURSUANT
TO RULE 46 OF THE TAKEOVERS CODE IN RELATION TO A TAKEOVER OFFER FROM
MILLSTREAM EQUITIES LIMITED DATED 19 JULY 2001

Date

The date of this target company statement (this Statement) is 4 August 2001,

Offer

The offer (the Offer) is a full offer by Millstream Equities Limited (Millstream) (a wholly-owned
subsidiary of Allied Domecq PLC (Allied)) to purchase all of the fully paid ordinary shares
(Montana Shares) in Montana Group (NZ) Limited not already held or controlled by Millstream as
at the date of the Offer. The terms of the Offer are set out in the offer document dated 19 July
2001, which was sent to Shareholiders by Millstream on 20 July 2001.

Target company

The name of the target company is Montana Group (NZ) Limited (Montana).

Directors of Montana
The names of the directors of Montana are:

Mr Peter H. Masfen

Mr Barry G. Neville-White
Mr Gordon McK. Cairns
Mr Peter B. Coote

‘Mr Peter V. Hubscher

Dr Hylton LeGrice

Mr Bryan W. Mogridge.

Ownership of equity securities of Montana

Schedule 1 to this Statement sets out the number, designation and percentage of the equity
securities of Montana held or controlled by each director or senior officer of Montana (a Director
or Senior Officer, respectively) and their associates and any other person who, to the knowledge
of Montana, holds or controls more than 5% of any class of equity securities of Montana (referred
to in Schedule 1 as a “substantial security holder”).

There are no equity securities of Montana that have, during the 2-year period ending on the date
of this Statement, been issued to the Directors and Senior Officers or their associates or in which
the Directors and Senior Officers or their associates have, during the 2-year period ending on the
date of this Statement, obtained a beneficial interest under any employee share scheme or other
remuneration arrangement.

Trading in equity securities of Montana

Schedule 2 to this Statement sets out the number and designation of equity securities of Montana
acquired or disposed of by each Director or Senior Officer and their associates during the 6-month

period before 3 August 2001 (being the latest practicable date before the date of this Statement),
including the consideration for, and the date of, each such transaction.
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11.

12.

Acceptance of cifer

Messrs Masfen, Neville-White, Coote and Mogridge advise that it is their intention to accept the
Offer in respect of all of the Montana Shares held or controlled by them as set out in Schedule 1,
unless, before they have accepted, a full takeover offer for all the Montana Shares is made by
another party at a price higher than $4.80 per share and is otherwise on no less favourable terms
than the Offer.

However, consistent with the recommendation of the Independent Directors at paragraph 15
below, these Directors intend to delay sending their acceptances under the Offer for as long as
possible in order to give themselves the opportunity to assess:

* the likelihood of Millstream being able to satisfy the minimum acceptance condition in the
Offer; and

« the merits of any competing offer that may be made and compare any such offer to the Offer.

Ownership of equity securities of Millstream

No Director, Senior Officer or any of their associates holds or controls any equity securities of
gither Millstream or Allied Domecq.

Trading in equity securities of Millstream

Neither Montana nor any Director, Senior Officer or any of their associates has acquired or
disposed of any equity securities of either Millstream or Allied Domecq during the 6-month period
before 3 August 2001 (being the latest practicable date before the date of this Statement).

Arrangements between Millstream and Montana

There are no agreements or arrangements (whether legally enforceable or not) made, or
proposed to be made, between Millstream (or any associates of Millstream, including Allied
Domecq) and Montana (or any related company of Montanay), in connection with, in anticipation
of, or in response to, the Offer.

Relationship between Millstream and Directors and Senior Officers

There are no agreements or arrangements (whether legally enforceable or not) made, or
proposed to be made, between Millstream (or any associates of Millstream, including Allied
Domecq) and any of the Directors or Senior Officers (or any of the directors or senior officers of
any related company of Montana) in connection with, in anticipation of, or in response to, the
Ofter.

None of the Directors or Senior Officers are also directors or senior officers of Millstream (or any
related company of Millstream, including Allied Domecq).

Agreement between Montana, and Directors and Senior Officers

No agreements or arrangements (whether legally enforceable or not) have been made, or are
proposed to be made, between Montana or any related company of Montana, and any of the .
Directors or Senior Officers (or their associates) or any of the directors or senior officers (or their
associates) of any related companies of Montana, under which a payment or other benefit may be
made or given by way of compensation for loss of office, or as to their remaining in or retiring from
office in connection with, in anticipation of, or in response to, the Offer.

-
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14.

Montana Constitution

Montana’s constitution does, however, provide that Directors may receive a lump sum payment or
pension in connection with cessation of office. The total amount of the payment (or the base for
the pension) must not exceed the total remuneration of the Director, in his or her capacity as a
director, in any three years chosen by the Board. Should any of the Directors cease to hold office
as a result of the Offer succeeding, the Board may, at its discretion, make such lump sum
payments to such Directors.

Employment Contracts

Certain senior officers of Montana Wines Limited (a wholly-owned subsidiary of Montana) are
employed under employment contracts that provide for six months’ notice, or payment in lieu of
notice, in the case of redundancy. In addition, if the employment contracts of these senior officers
terminate as a result of redundancy these senior officers will be entitled to be paid compensation
in one lump sum (based on total remuneration) of four weeks pay for the first year of service and
two weeks pay for every subsequent year of service (or part thereof).

Mr Hubscher, a Director and Montana Wines Limited’s managing director, is employed under an
employment contract dated 23 August 2000 that provides for 12 months’ notice, or payment in lieu
of notice, in the case of redundancy. In addition, if Mr Hubscher's employment contract
terminates as a result of redundancy, Mr Hubscher will be entitled to be paid compensation in one
jump sum (based on total remuneration) of four weeks pay for the first year of service and two
weeks pay for every subsequent year of service (or part thereof).

None of these employment contracts have been entered into in connection with, in anticipation of,
or in response to, the Offer.

Interests of Directors and Senior Officers in material contracts of Millstream

No Director or Senior Officer or their associates, nor any person who, to the knowledge of the
Directors and Senior Officers, holds or controls more than 5% of any class of equity securities of
Montana, has any interest in any material contract to which Millstream (or any related company of
Millstream, including Allied Domecaq) is a party.

Additional information.

In clause 6 of the Appendix to the Offer Millstream states that it holds or controls 58,017,717
Montana Shares.

Whilst the Independent Directors have not formed a view that this statement is incorrect or
misleading, the Independent Directors believe that Shareholders should be aware that Lion
Nathan Enterprises Limited (Lion) has lodged a complaint with the standing committee of the
Market Surveillance Panel (the Standing Committee) of the New Zealand Stock Exchange
(NZSE) alleging that Milistream acquired some of these Montana Shares in breach of the Listing
Rules of the NZSE (the Listing Rules).

A hearing of the Standing Committee is proposed to be held on 13 and 14 October 2001 to

consider this allegation. If this allegation is upheld, the Standing Committee could rule that some
or all of the Montana Shares held by Milistream are “Defaulter's Securities” (in terms of the Listing
Rules) and accordingly, Millstream is required to dispose of some or all of those Montana Shares.
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Recommendation

Independent Directors Responsibie

The board of directors of Montana (the Board) has appointed a sub-committee of independent
directors to attend to all matters associated with the Offer. This appointment was unanimously re-
confirmed by the Board on 6 July 2001. This sub-committee comprises Messrs Neville-White,
Coote, Le§3rice and Mogridge (the Independent Directors).

Messrs Masfen and Hubscher (being executive directors of Montana) and Mr G McK. Cairns
{(being a director of Lion Nathan Limited) have possible conflicts. of interest in respect of the Offer
and therefore are not members of the sub-committee and for that reason abstain from making any
recommendation to shareholders as to whether to accept or reject the Offer.

Recommendation of Independent Directors

The Independent Directors believe that the Offer is fair to Shareholders because the consideration
offered by Millstream (being $4.80 per Montana Share) exceeds the assessed fair market value
range (of $4.28 to $4.72) set out in the attached independent adviser's report prepared by
PricewaterhouseCoopers (the PWC Report) — see pages 6 and 41 of that report.

The Independent Directors also note that:

¢ the Offer is an offer for all shares held by shareholders other than Millstream;
¢ on 25 July 2001 Lion withdrew its takeover notice relating to its proposed partial offer;
» the Offer is the only offer for Montana Shares which is currently open for acceptance.

Subject to the comments below, the Independent Directors recommend that Shareholders
accept the Offer, but that acceptances should be delayed until the latest possible date

Facts Relevant to Recommendation -

* Millstream will only be able to acquire shares pursuant to the Offer if it receives acceptances
in relation to shares which, together with those already held by it, confer on Millstream more
than 50% of the voting rights in Montana. Millstream currently controls approximately 27% of
the Montana Shares. Accordingly, before Millstream can acquire any shares under the Offer,
it must receive acceptances in relation to at least 23.1% of the Montana Shares on issue.

* Lion currently holds approximately 63% of the Montana Shares. However, on 29 June a
Standing Committee of the NZSE held that Lion had one month within which to sell a 19%
shareholding in Montana (ie 11 August 2001), failing which the shares could be sold through
the NZSE or in some other manner approved by the NZSE. This date was extended from 11
August 2001 to 17 August 2001 pursuant to a ruling of the Market Surveillance Panei of the
New Zealand Stock Exchange which Montana was notified of after 5.00pm on Tuesday,; 31
July 2001.

* Millstream will require acceptances in respect of a substantial proportion of the 19% of
Montana Shares in order to satisfy the minimum acceptance (i.e., more than 50%) condition.
Shareholders should speak to their financial or legal advisers about Millstream’s prospects of
receiving acceptances in respect of those Montana Shares.

* On 3 August 2001 Millstream extended the closing date for the Offer from 5.00pm on Friday
17 August 2001 to 5.00pm on Friday, 24 August 2001.

¢ Lion has now issued judicial review proceedings challenging the decisions of the Standing
Committee. Lion has signalled that it intends to seek injunctive relief restraining Montana and
the NZSE from, amongst other things, selling the 19% shareholding held by Lion pending a
full hearing of Lion’s proceedings. These proceedings are discussed in more detail at

paragraph 24 below. If successful in obtaining an injuncticn, and if Lion does not
voluntarily sell the 19% shareholding — or did not sell the balance of its sharsholding -
this would mean that the Offer could not succeed.
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If a Shareholder accepts the Offer, that acceptance cannot be withdrawn and the accepting
shareholder cannot choose to accept another offer that is made subsequently (unless the
Offer fails due to the minimum acceptances condition not being satisfied or it is withdrawn with
the consent of the Takeovers Panel).

Lior’s intentions in relation to making an offer for Montana Shares are hot yet known. Lion
may give notice of an offer for all or some of the Montana Shares it does not already hold.
The Independent Directors have received no indication whether Lion intends to make such an
offer or, if s0, the terms of such an offer. Shareholders should not assume that if an offer is
made by Lion it will necessarily be on the same or similar terms (including price) as those
contained in the takeover notice that has been withdrawn.

When to accept

So that Shareholders give themselves the opportunity to assess the merits of any
competing offer made by Lion or any other party and compare any such offer to the
Offer, the Independent Directors recommend that Shareholders delay sending any
acceptance under the Offer for as long as possible. Once an acceptance has been
given it cannot be withdrawn.

The Offer remains open for acceptance until and including the extended closing date of 24
August 2001 (unless extended). Shareholders should note that acceptances must be
received by the Registrar referred to in paragraph 2.2 of the Offer no later than 5pm on 24
August 2001, and that this will mean acceptances would need to be mailed earlier than this
date to be received in time. Shareholders will receive notice if the Offer is further extended
and these dates change.

Shareholders should obtain further information

The Independent Directors also recommend that Shareholders take their own advice from an
independent financial or legal adviser in respect of the Offer as well as the possibility of a
competing offer being made.

When and if the independent Directors have more information about the prospects of
an offer by Lion or any other party, they intend to communicate with Shareholders
further.

Actions of Montana

There are no material agreements or arrangements (whether legally enforceable or not) of
Montana (or any related company of Montana) entered into as a consequence of, in response to,
or in connection with, the Offer.

There are no negotiations underway as a consequence of, in response to, or in connection with,
the Offer that relate to or could result in:

an extraordinary transaction, such as a merger, amalgamation or reorganisation, involving
Montana or any of its related companies; or

the acquisition or disposition of material assets by Montana or any of its related companies; or
an acquisition of equity securities by, or of, Montana or any related company; or

any material change in the issued equity securities of Montana or the policy of the board of
directors of Montana relating to distributions by Montana.
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18.

Equity securities of Montana

Montana has 214,660,528 ordinary shares on issue, being the only class of equity securities (as
defined in the Takeovers Code) Montana has on issue. The rights of holders of those shares in
respect of capital, distributions and voting are as follows:

« the right to an equal share with other shareholders in dividends authorised by the board of
directors of Montana;

« the right to an equal share with other shareholders in the distribution of surplus assets on
liquidation of Montana; and

« subject to the prohibitions contained in the Listing Rules and Montana’s constitution, the right
to cast one vote on a show of hands or the right to cast one vote for each share held on a poll,
in each case at a meeting of shareholders on any resolution, including a resolution to:

> appoint or remove a director or auditor;

» alter Montana’s constitution;

> approve a major transaction;

> approve an amalgamation of Montana; and
» put Montana into liquidation.

The Offer is not an offer for Montana Capital Notes held by Noteholders.

Financial information

Shareholders are entitled to obtain from Montana a copy of Montana’s most recent annual report

(being the annual report for the period ended 30 June 2000) (the 2000 Annual Report) by making
written request of:

Mr J C Nuthall

Company Secretary
Montana Group (NZ) Limited
P.0. Box 2757

Auckland

A copy of Montana’s most recent half-yearly report and half-yearly financial statements that
Montana was required by the Listing Rules to send to its equity security holders, since the date of
the 2000 Annual Report is reproduced in Schedule 3 to this Statement.

in 2000 Montana altered its balance date from 30 June in each year to 30 September in each
year. As a consequence of this, Montana will next prepare audited financial statements for the 15
month period ending 30 September 2001. However, Montana has prepared unaudited financial
statements for the 12 month period ended 30 June 2001 so that Shareholders can compare
Montana’s financial performance during that period with its financial performance during the 12
month period to 30 June 2000. These unaudited financial statements (as contained in the
announcement made by Montana to the'New Zealand Stock Exchange) are reproduced in
Schedule 4.

Shareholders should note that since 30 June 2000 Montana has completed the acquisition of
Corbans Wines Limited from DB Group Limited for consideration of approximately $151,000,000
and the issue of capital notes with an aggregate principal amount of $125,000,000. These
transactions are reflected in the financial statements reproduced in Schedule 3.
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22.

Other than set out above, or as contained in the PwC Report:

+  there have been no material changes in the financial or trading position or prospecis of
Montana since the 2000 Annual Report; and

* there is no other information about the assets, liabilities, profitability and financial affairs of
Montana that could reasonably be expected to be material in the making of a decision by
Shareholders 1o accept or reject the Offer.

Independent advice on merits of offer

PricewaterhouseCoopers, as independent adviser, has prepared a report on the merits of the
Offer as required by rule 21 of the Takeovers Code. A copy of that report is attached to this
Statement.

Asset valuation

Brands

On page 21, the PwC Report refers to a valuation of brands. The valuation was prepared by
Interbrand Pacific Pty Limited and dated 30 June 1997. The basis of computation was a
discounted cash flow method. The key assumption on which the valuation was based were that
the brands were used for their existing use by their existing owner.

Copy of the valuation

A copy of the valuation referred to above is available for inspection at the registered office of
Montana and a copy of the valuation will be sent to any Shareholder on making written request to:

Mr J C Nuthall

Company Secretary
Montana Group (N2Z) Limited
P.O. Box 2757
Auckland

Prospective financial information

On pages 22 to 24, the PwWC Report set outs and discusses unaudited 5 year forecast information
about Montana. The principal assumptions on which this forecast information is based are set out
in Appendix 2 to the PwC Report.

Other than the forecast financial information referred to above, this Statement does not refer to
prospective financial information.

Sales of unquoted equity securities under Offer

w

The Montana Shares, which are the subject of the Offer, are quoted on the NZSE and the
Australian Stock Exchange (ASX).
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Market prices for quoted equity securities under Offer
The closing price on the NZSE and the ASX of listed equity securities of Montana on:
« in respect of the NZSE:

> 3 August 2001, being the latest practicabie working day before the date on which this
statement is sent to shareholders, was $4.55; and

> 3 July 2001, being on the last day on which the NZSE was open for business before the’
date on which Montana received Millstream’s takeover notice, was $4.80; and

» in respect of the ASX:

> 3 August 2001, being the latest practicable working day before the date on which this
statement is sent to shareholders, was A$3.84; and

> 3.July 2001, being on the last day on which the ASX was open for business before the
date on which Montana received Millstream’s takeover notice, was A$3.90.

The highest and lowest closing market price of listed equity securities of Montana on the NZSE
and the ASX (and the relevant dates) during the 6 months before 4 July 2001 were as follows:

= NZSE:
» highest closing market price was $5.05 (on 18 May and 29 June 2001); and
> lowest closing market price was $3.62 (on 12 February 2001); and
=  ASX:
> highest closing market price was A%$4.05 (on 17 May 2001); and
> lowest closing market price was A$2.85 (on 18 July 2001).

During the 6 month period referred to above Montana did not issue any equity securities or make
any changes to any equity securities on issue which could have affected the market prices of
Montana Shares referred to above.

On'9 March 2001 Montana announced the payment of a dividend of $0.05 on each Montana
Share. This dividend was paid on 6 April 2001. The announcement and/or payment of this
dividend may have affected the market prices of Montana Shares referred to above.

The Independent Directors believe that the market price for Montana Shares has been
significantly increased by the competitive takeover activity in respect of the Montana Shares
involving Allied Domecq and Lion Nathan Limited.

Other information
The Independent Directors believe the following information may be relevant to Shareholders

making decisions as to whether to accept or reject the Offer, and at what point any acceptance
should be given.



Acceptances can only be withdrawn for non-payment

Shareholders should be aware that the terms of the Offer state that, once given, acceptances may
not be withdrawn by acceptors unless Millstream fails to pay acceptors in accordance with the
Takeovers Code. This means that while the Offer remains open, Shareholders who have
accepted the Offer cannot accept any other offer that is made.

Shareholders should note, however, that if Millstream increases the consideration under the Offer,
Millstream must provide the increased consideration to all Shareholders whose Montana Shares

are taken up, whether or not the Shareholder accepted the Offer before or after the variation was
made.

Minimum Acceptance Condition

No acceptances given by Shareholders in respect of the Offer can be taken up by Millstream
uniess Millstream receives acceptances in respect of Montana Shares that, when taken together
with the Montana Shares already held by it, confer more than 50% of the voting rights in Montana.

Milistream may extend closing date of Offer

Millstream may further extend the closing date of the Offer beyond the current 24 August 2001
closing date provided it gives notice that it wishes to do this to Montana Shareholders, Montana,
the Takeovers Panel and the NZSE on or before 10 August 2001.

Standing Committee’s Orders relating to Lion

On 5 June 2001 the Standing Committee found that the purchase by Lion of certain Montana
Shares on 8 February 2001 breached the Listing Rules of the New Zealand Stock Exchange. As
a consequence, on 29 June 2001 the Standing Committee held that Lion had one month in which
to dispose of the number of Montana Shares held by it which represent 19% of the Montana
Shares on issue by 28 July 2001, failing which the shares could be soid through the NZSE or in
some other manner approved by the NZSE. On 16 July 2001 the Standing Committee ruled that
-the method by which Lion proposed to dispose of these Montana Shares did not comply with the
Listing Rules or its earlier order. As a consequence of its 16 July ruling, the Standing Committee
extended the time within which Lion may dispose of these Montana Shares. That extension was
for the period from 12 July until the date on which the Standing Committee issued reasons for its
16 July ruling. Those reasons were issued on 25 July 2001, meaning Lion had until 11 August
2001 to dispose of the 19% shareholding.

On 31 July 2001 the Market Surveillance Panel extended further the period in which Lion may
dispose of these shares from 11 August 2001 to 17 August 2001. The Independent Directors
requested that the Panel revoke the extension. That request was declined on 3 August 2001.

On 2 August 2001, Lion issued court proceedings in the High Court at Auckland against the New
Zealand Stock Exchange and Montana. Those court proceedings challenge all three decisions of
the Standing Committee. Lion has made an interim application asking the Court to make an order
restraining Montana or the NZSE from selling the 19% shareholding until after the Court has
heard its case against the Standing Committee decision. The Court has not yet ruled on that

interim application. A preliminary date has been allocated for the interim application hearing on 6
August 2001.

Montana understands that the New Zealand Stock Exchange will oppose Lion's court
proceedings. However, if the Court proceedings do succeed or if Lion obtains an interim order,
that will then reduce the likelihood that the 19% of shares will be sold prior to the expiry of
Millstream’s Offer, even if that Offer is extended beyond 24 August 2001. That would in turn
prevent Millstream satisfying the minimum acceptance condition in the Offer.



25.

Lion’s takeover notice

On 17 July 2001 the Takeovers Panel ruled that it was not satisfied that the intended conduct of
Lion (as evidenced by the Lion Notice and Lion’s subsequent public statements) would comply
with the Takeovers Code and has issued a restraining order restraining Lion from acquiring any
Montana Shares or any interest in or rights relating to Montana Shares until 14 August unless in
compliance with the Takeovers Code. On 24 July 2001 Lion notified Montana that it would not be
proceeding with the proposed takeover offer to which its 1 July 2001 takeover notice related.

In this context Shareholders should note the comments of the Independent Directors in paragraph
15 of this Statement as well as the comments of PricewaterhouseCoopers in section 5 of the PwC
Report.

Approval of this target company statement

This target company statement has been approved by the Independent Directors of Montana who
have been delegated with authority by the Board of Montana to deal with all matters relating to the
Offer. h

Interpretation

Words and expressions defined in the Takeovers Act or the Takeovers Code and not otherwise
defined in this Statement have the same meaning when used in this Statement, and in this
statement:

$ means New Zealand dollars;

A$ means Australian dollars;

Shareholders means the shareholders of Montana who are the subject of the Offer by Millstream;
Takeovers Act means the Takeovers Act 1993; and

Takeovers Code means the Takeovers Code approved by the Takeovers Code Approval Order
2000.

Where any information required by Schedule 2 of the Takeovers Code is not applicable, no
statement is made regarding that information.



To the best of our knowledge and belief, after making proper inquiry, the information contained in or
accompanying this statement is, in all material respects, true and correct and not misleading, whether by
omission of any information or otherwise, and inciudes all the information required to be disclosed by

Montana under the Takeovers Code.

P H Masfen, Executive Chairman (and, in
accordance with the Takeovers Code,

the person fulfilling the role of chief executive
officer for Montana Group (NZ) Limited

B W Mogridge, Director

P B Coote, Director

T

J C Nuthall, Company Secretary (and, in
accordance with the Takeovers Code, the person
fulfilling the role of chief financial officer for
Montana Group (NZ) Limited)

B G Neville-White, Director

'Dr H LeGrice, Director
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