VICWEST COMMUNITY TELCO LTD
ACN 140 604 039

SCHEME BOOKLET

For a proposal under which Vicwest would merge with Bendigo Telco
by Bendigo Telco acquiring all of the ordinary shares in Vicwest by
way of a scheme of arrangement

The Independent Directors of Vicwest unanimously recommend that you VOTE
IN FAVOUR of the Merger, in the absence of a Superior Proposal.

The Independent Expert has concluded that the Merger is fair and reasonable
and therefore in the best interests of Vicwest Shareholders.

A Notice of Scheme Meeting and a Notice of Extraordinary General Meeting are included as
Annexures to this Scheme Booklet. Proxy forms for the Scheme Meeting and Extraordinary General
Meeting accompany this Scheme Booklet.

The Scheme Meeting will be held at:

PLACE: The Geelong Club, 74 Brougham Street, Geelong VIC 3220
TIME: 11:00am

DATE: Friday, 12 August 2016

Assuming the Scheme Resolution is passed by the Requisite Majorities at the Scheme Meeting, the
Extraordinary General Meeting will be held immediately following the Scheme Meeting.

This document has been prepared pursuant to section 411 of the Corporations Act 2001 (Cth).
It is an important document and requires your immediate attention. You should read the whole
document in its entirety before deciding how to vote. If you are in any doubt as to what you
should do, you should consult an independent and appropriately licensed and authorised
professional adviser.
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DISCLAIMER AND IMPORTANT NOTICES

GENERAL

This Scheme Booklet is important and requires your immediate attention. You should read this
Scheme Booklet and accompanying annexures in full before making any decision as to how to vote on
the Merger.

In particular, it is important that you consider the benefits, disadvantages and potential risks of the
Merger set out in “Reasons to vote for or against the Merger” beginning on page 11 and Section 7
(Risk Factors). You should also consider the views of the Independent Expert set out in the
Independent Expert’s Report as set out in Annexure A (Independent Expert’s Report).

If you are in any doubt as to what you should do, you should consult an independent and appropriately
licensed and authorised professional adviser.

PURPOSE OF THIS SCHEME BOOKLET

This Scheme Booklet is the explanatory memorandum issued by Vicwest in connection with a
proposed Merger under which Vicwest Shareholders will receive Scheme Consideration of one New
Bendigo Telco Share for every 2.074 Vicwest Shares held by the Vicwest Shareholder on the Scheme
Record Date.

The purpose of this Scheme Booklet is to:
(a) explain the terms and effect of the Merger to Vicwest Shareholders;

(b) explain the manner in which the Merger will be considered and (if the Merger is approved)
implemented; and

(c) provide such information as is prescribed by the Corporations Act and the Corporations
Regulations or as is otherwise material to the decision of Vicwest Shareholders whether to
approve the Merger.

This Scheme Booklet is not a prospectus lodged under Chapter 6D of the Corporations Act in respect
of Bendigo Telco Shares. Section 708(17) of the Corporations Act provides that an offer of securities
does not need disclosure under Chapter 6D if it is made under a compromise or arrangement under
Part 5.1 of the Corporations Act, approved at a meeting held as a result of an order made by the Court
under section 411(1) or (1A) of the Corporations Act.

A copy of this Scheme Booklet was provided to ASIC for examination in accordance with section
411(2) of the Corporations Act and has been lodged with, and registered by, ASIC under section
412(6) of the Corporations Act. Vicwest has asked ASIC to provide a statement, in accordance with
section 411(17)(b) of the Corporations Act, that ASIC has no objection to the Scheme. If ASIC
provides that statement, it will be produced to the Court on the Second Court Date.

Neither ASIC nor any of its officers takes any responsibility for the contents of this Scheme Booklet.

IMPORTANT NOTICE ASSOCIATED WITH THE ORDER UNDER SECTION 411(1) OF THE
CORPORATIONS ACT

The fact that the Court, under subsection 411(1) of the Corporations Act, has ordered that the Scheme
Meeting be convened and has directed that an explanatory statement accompany the notice of the
Scheme Meeting does not mean that the Court:

(a) has approved or will approve the terms of the Merger;

(b) has endorsed the Merger or has formed any view as to the merits of the Merger or as to how
Vicwest Shareholders should vote in respect of the Merger (on this matter Vicwest Shareholders
must reach their own conclusion); or

(c) has prepared, or is responsible for the content of, this Scheme Booklet.

Any Vicwest Shareholder who wishes to oppose the approval of the Merger at the Second Court
Hearing may do so by filing with the Court and serving on Vicwest a notice of appearance in the
prescribed form together with any affidavit that the Vicwest Shareholder proposes to rely on.



DEFINED TERMS

Capitalised terms used in this Scheme Booklet are defined in Section 12 (Glossary). Section 12
(Glossary) also sets out some rules of interpretation which apply to this Scheme Booklet.

RESPONSIBILITY STATEMENT

The information contained in this Scheme Booklet other than the Bendigo Telco Information, the
Investigating Accountant’s Report, the taxation implications in Section 10 and the Independent
Expert’'s Report has been prepared by Vicwest and is the responsibility of Vicwest (except to the
extent that the Vicwest Information is based on information provided by Bendigo Telco, for which
Bendigo Telco takes responsibility). None of Bendigo Telco or any of its Subsidiaries, directors,
officers, employees or advisers assumes any responsibility or liability for the accuracy or
completeness of the Vicwest Information.

The information contained in this Scheme Booklet other than the Vicwest Information, the Investigating
Accountant’s Report, the taxation implications in Section 10 and the Independent Expert’s Report has
been provided by Bendigo Telco and Bendigo Telco takes responsibility and liability for that
information (except to the extent that the Bendigo Telco Information is based on information provided
by Vicwest, for which Vicwest takes responsibility). None of Vicwest or any of its Subsidiaries,
directors, officers, employees or advisers assumes any responsibility or liability for the accuracy or
completeness of the Bendigo Telco Information.

Value Adviser Associates has prepared the Independent Expert’'s Report (as set out in Annexure A),
and Value Adviser Associates take responsibility for that report. None of Vicwest, Bendigo Telco nor
any of their respective Subsidiaries, directors, officers, employees or advisers (other than Value
Adviser Associates) assumes any responsibility for the accuracy or completeness of the information
contained in the Independent Expert’'s Report, except in the case of Vicwest and Bendigo Telco in
relation to the information that they have provided to Value Adviser Associates.

BDO Corporate Finance (East Coast) Pty Ltd has prepared the Investigating Accountant’s Report (as
set out in Annexure B) and takes responsibility for that report. None of Vicwest, Bendigo Telco nor any
of their respective Subsidiaries, directors, officers, employees or advisers (other than BDO Corporate
Finance (East Coast) Pty Ltd) assumes any responsibility for the accuracy or completeness of the
information contained in the Investigating Accountant’s Report.

BDO East Coast Partnership has prepared the Australian taxation implications letter in Section 10 and
takes responsibility for that letter. None of Vicwest, Bendigo Telco nor any of their respective
Subsidiaries, directors, officers, employees or advisers (other than BDO East Coast Partnership)
assumes any responsibility for the accuracy or completeness of the information contained in the
Australian taxation implications letter in Section 10.

NO INVESTMENT ADVICE

This Scheme Booklet has been prepared without reference to the investment objectives, financial and
taxation situation or particular needs of any Vicwest Shareholder or any other person. The information
and recommendations contained in this Scheme Booklet or the taxation implications in Section 10
(Taxation Implications) do not constitute, and should not be taken as, financial product advice. Before
making any investment decision you should carefully consider whether that decision is appropriate in
light of your particular investment needs, objectives and financial and taxation circumstances. The
Independent Directors of Vicwest encourage you to consult an independent and appropriately licensed
and authorised professional adviser before making any investment decision and any decision as to
whether or not to vote in favour of the Merger.

FORWARD LOOKING STATEMENTS

Some of the statements appearing in this Scheme Booklet may be in the nature of forward-looking
statements. Forward-looking statements or statements of intent in relation to future events in this
Scheme Booklet (including in the Independent Expert’'s Report) should not be taken to be a forecast or
prediction that those events will occur. Forward-looking statements generally may be identified by the
use of forward-looking words such as ‘aim’, ‘anticipate’, ‘believe’, ‘estimate’, ‘expect’, ‘forecast’,
‘foresee’, ‘future’, ‘intend’, ‘likely’, ‘may’, ‘planned’, ‘target’, ‘potential’, ‘should’, or other similar words.



Similarly, statements that describe the objectives, plans, goals or expectations of Vicwest or Bendigo
Telco are or may be forward-looking statements.

Statements made in this Scheme Booklet relating to the Merged Group also include forward-looking
statements, based on the current expectations of Vicwest (in relation to the Vicwest Information) and
Bendigo Telco (in relation to the Bendigo Telco Information) about future events, including the Pro
Forma Financial Information.

You should be aware that such statements are only predictions and are subject to inherent risks and
uncertainties that could cause actual results to differ materially from the expectations described in
such prospective information. Those risks and uncertainties include factors and risks specific to the
industry in which Vicwest and Bendigo Telco operate, as well as general economic conditions,
prevailing exchange rates and interest rates, and conditions in the financial markets. Factors which
may affect future financial performance include those risks identified in Section 7 (Risk Factors), the
relevant assumptions not proving correct and other matters not currently known to, or considered by,
Vicwest or Bendigo Telco.

Actual events or results concerning Vicwest or Bendigo Telco following implementation of the Merger
may differ materially from the events or results expressed or implied in any forward-looking statement.
You are cautioned not to place undue reliance on those statements. None of Vicwest, Bendigo Telco,
their Subsidiaries, directors, officers, employees, advisers or any person named in this Scheme
Booklet or involved in the preparation of this Scheme Booklet makes any representation or warranty
(either express or implied) as to the accuracy or likelihood of fulfiiment of any forward-looking
statement, or any events or results expressed or implied in any forward-looking statement.

The historical financial performance of Vicwest or Bendigo Telco is no assurance or indicator of future
financial performance of the Merged Group (or Vicwest or Bendigo Telco in the scenario where the
Merger does not proceed). Neither Vicwest nor Bendigo Telco guarantees any particular rate of return
or the performance of the Merged Group, nor do they guarantee the repayment of capital or any
particular tax treatment in respect of any investment in the Merged Group.

The forward-looking statements in this Scheme Booklet reflect views held only at the date of this
Scheme Booklet.

Subject to any continuing obligations under the Corporations Act, Vicwest and its officers disclaim any
obligation or undertaking to distribute after the date of this Scheme Booklet any updates or revisions to
any forward-looking statements to reflect any change in expectations in relation to them or any change
in events, conditions or circumstances on which any such statement is based.

FOREIGN JURISDICTIONS

The release, publication or distribution of this Scheme Booklet (electronically or otherwise) in
jurisdictions other than Australia may be restricted by law or regulation in such other jurisdictions and
persons outside Australia who come into possession of this Scheme Booklet should seek advice on
and observe any such restrictions. Any failure to comply with such restrictions may constitute a
violation of applicable laws or regulations.

This Scheme Booklet has been prepared in accordance with the laws and regulations of Australia and
the information contained in this Scheme Booklet may not be the same as that which would have been
disclosed if this Scheme Booklet had been prepared in accordance with the laws and regulations
outside Australia.

This Scheme Booklet and the Scheme do not in any way constitute an offer of securities in any place
in which, or to any person to whom, it would not be lawful to make such an offer.

FINANCIAL AMOUNTS

All financial amounts in this Scheme Booklet are expressed in Australian currency unless otherwise
stated. Unless stated otherwise, all Vicwest and Bendigo Telco financial and asset metrics are as at
31 December 2015 and adjusted for post balance date acquisitions and disposals only as stated.

EFFECT OF ROUNDING

A number of figures, amounts, percentages, prices, estimates, calculations of value and fractions in
this Scheme Booklet are subject to the effect of rounding. Accordingly, the actual calculation of these



figures, amounts, percentages, prices, estimates, calculations of value and fractions may differ from
the figures, amounts, percentages, prices, estimates, calculations of value and fractions set out in this
Scheme Booklet. Any minor discrepancies between totals in tables or financial statements, or in
calculations, graphs or charts may be due to rounding.

TIMETABLE AND DATES

All times and dates referred to in this Scheme Booklet are Melbourne time, unless otherwise indicated.
All times and dates relating to the implementation of the Merger referred to in this Scheme Booklet
may change and, among other things, are subject to all necessary approvals from regulatory
authorities.

IMPLIED VALUES

As set out in Section 7.2, any reference to the implied value of the Scheme Consideration should not
be taken as an indication that Vicwest Shareholders will receive cash. The implied value of the
Scheme Consideration is not fixed. Scheme Shareholders will receive New Bendigo Telco Shares as
consideration for their Vicwest Shares under the Scheme. Accordingly, the implied value of the
Scheme Consideration will depend on the price at which Merged Group Shares trade on NSX after the
Effective Date.

PRIVACY

Vicwest and Bendigo Telco may collect personal information in the process of implementing the
Merger. The type of information that they may collect about you includes your name, contact details
and information on your shareholding in Vicwest and the names of persons appointed by you to act as
a proxy, attorney or duly appointed corporate representative at the Scheme Meeting or EGM as
relevant to you.

The collection of some of this information is required or authorised by the Corporations Act. The
primary purpose of the collection of personal information is to assist Vicwest to conduct the Scheme
Meeting and EGM and to assist Vicwest and Bendigo Telco to implement the Merger. Without this
information, Vicwest and Bendigo Telco may be hindered in their ability to issue this Scheme Booklet
and implement the Merger.

Personal information of the type described above may be disclosed to third party service providers
(including share registry and print and mail service providers and parties otherwise involved in the
conduct of the Scheme Meeting or EGM), authorised securities brokers, professional advisers,
Related Bodies Corporate of Vicwest or Bendigo Telco, regulatory authorities, and also where
disclosure is otherwise required or allowed by law. Vicwest Shareholders who are individuals and the
other individuals in respect of whom personal information is collected as outlined above have certain
rights to access the personal information collected in relation to them. If you would like to obtain
details of information about you held by Vicwest, please contact Vicwest on (03) 5228 0808.

Vicwest Shareholders who appoint an individual as their proxy, duly appointed corporate
representative or attorney to vote at the Scheme Meeting or EGM should ensure that they inform such
an individual of the matters outlined above.

NO INTERNET SITE IS PART OF THIS SCHEME BOOKLET
Vicwest and Bendigo Telco each maintain internet sites at www.communitytelco.com.au and

www.bendigotelco.com.au. Any references in this Scheme Booklet to those or other internet sites are
for information purposes only and do not form part of this Scheme Booklet.

ADDITIONAL INFORMATION

If, after reading this Scheme Booklet, you have any questions regarding the Merger, please call
Vicwest on (03) 5228 0808, or consult an independent and appropriately licensed and authorised
professional adviser.


http://www.bendigotelco.com.au/

NOTICE OF SCHEME MEETING

The Notice of Scheme Meeting is set out in Annexure C (Notice of Scheme Meeting). The Proxy Form
for the Scheme Meeting is enclosed with this Scheme Booklet.

NOTICE OF EXTRAORDINARY GENERAL MEETING

The Notice of Extraordinary General Meeting is set out in Annexure F (Notice of Extraordinary General
Meeting). The Proxy Form for the Extraordinary General Meeting is enclosed with this Scheme
Booklet in Annexure F (Notice of Extraordinary General Meeting).

DATE

This Scheme Booklet is dated 11 July 2016.



LETTER FROM VICWEST INDEPENDENT BOARD REPRESENTATIVE

11 July 2016

Dear Vicwest Shareholders

On behalf of the Vicwest Independent Board Committee, | am pleased to provide you with this
Scheme Booklet which contains important information regarding a proposed Merger between Vicwest
and Bendigo Telco.

A Scheme Meeting and an Extraordinary General Meeting of Vicwest Shareholders are to be held to
vote on a scheme of arrangement and amendment to the constitution of Vicwest respectively to
implement the Merger at 11am on 12 August 2016.

The Independent Directors of Vicwest unanimously recommend that you vote in favour of the Merger,
in the absence of a Superior Proposal.

The Merger is to be undertaken by way of a scrip for scrip transaction under which Vicwest
Shareholders will transfer all of their shares in Vicwest in exchange for shares in Bendigo Telco, and
accordingly, Vicwest will become a wholly-owned subsidiary of Bendigo Telco.

Merger consideration

If the Merger is approved, Vicwest Shareholders will receive one New Bendigo Telco Share for
every 2.074 Vicwest Shares.

Based on Bendigo Telco’s share price of $2.04 as at 8 July 2016 (being the day prior to registration of
this Scheme Booklet), this represents a notional value based on current trading prices of $0.98 for
each Vicwest Share.*

In assessing the valuation of Bendigo Telco Shares, Vicwest Shareholders should also have regard to
the valuation of Bendigo Telco Shares undertaken by the Independent Expert in Annexure A.

This valuation compares the estimated value of Vicwest Shares with the value of Bendigo Telco
Shares which Scheme Shareholders will receive by way of consideration, if the Scheme is
implemented.

Rationale for the Merger

The Independent Directors of Vicwest have reached their conclusion based on a number of factors
which are explained in this Scheme Booklet, including that:

e the Merger provides Vicwest Shareholders with the opportunity to participate in a larger
organisation with greater financial and technical resources;

o if the Merger does not proceed, Vicwest is expected to face significant liquidity challenges, at least
in the short-term. It is expected that Vicwest would require additional financial support from
Bendigo Bank and a change of trading terms with Community Telco Australia to assist with cash
flow. Vicwest has already approached Bendigo Bank and Community Telco Australia on this
basis. However, any such arrangements would need to be further negotiated and agreed at the
relevant time;

e Vicwest Shareholders will receive shares in an NSX-listed company which provides a greater
opportunity for liquidity with their shareholding. The NSX is the second largest stock exchange in
Australia after the ASX. However, shareholders should note that Bendigo Telco Shares are not
highly liquid;

! Prior to implementation of the Merger, Bendigo Telco may declare a dividend for its own shareholders of up to 75% of the
anticipated net profit after tax of Bendigo Telco for the financial year ending 30 June 2016, which will not be payable to Vicwest
Shareholders. This may reduce the current trading price (at least in the short-term) accordingly.



e the Merged Group is expected to be better positioned for future growth by having greater scale
and ability to obtain capital to pursue new projects which are essential to ensure viability in the
highly-competitive telecommunications industry; and

e the Merger brings together two like-minded community organisations which will ensure continued
investment in the Geelong and Ballarat communities, but as part of a larger and more sustainable
enterprise.

Ancillary transactions

In connection with the Merger, certain Ancillary Transactions will be undertaken to effect a restructure
of the Vicwest franchise and financing arrangements with Bendigo Bank.

These Ancillary Transactions principally include:

e Community Telco Australia, which is a wholly-owned subsidiary of Bendigo Bank and provides
franchise services to Vicwest, will terminate those arrangements and sell certain parts of its
business to Bendigo Telco to enable it to operate Vicwest on a standalone basis; and

e are-financing of the existing loan facility provided by Bendigo Bank to Vicwest will occur such that
the Vicwest Loan facility will be repaid by Bendigo Telco obtaining a new loan from Bendigo Bank.

Further detail regarding these Ancillary Transactions is contained in Sections 2.4 and 9 of this Scheme
Booklet.

The interests of Bendigo Bank in the Merger and Ancillary Transactions as a whole are explained in
Section 2.5.

Recommendation of the Independent Directors of Vicwest

The Independent Directors of Vicwest unanimously recommend that you vote in favour of the Merger,
in the absence of a Superior Proposal.

The Chairman of Vicwest, Mr Patrick Murnane, and fellow board member, Ms Janelle Wehsack, are
employees of Bendigo Bank (which is a major shareholder of Vicwest and Bendigo Telco and has
certain interests in the Ancillary Transactions).

To avoid any potential for conflict, an Independent Board Committee comprising all members of the
Vicwest Board other than Mr Murnane and Ms Wehsack has been established to assess all aspects of
the Merger. Mr Murnane and Ms Wehsack have not participated in any deliberations with respect to
the proposed Merger and do not consider it appropriate to make a recommendation to Vicwest
shareholders in relation to the Merger.

To assist with performing its role, the Independent Directors of Vicwest appointed Value Adviser
Associates as the Independent Expert to prepare a report for Vicwest Shareholders which addresses
all aspects of the Transactions, including not only the Merger but also the Ancillary Transactions.

The Independent Directors of Vicwest have also appointed Clarendon Lawyers as an independent
legal adviser in relation to the Transactions.

Independent Expert

The Independent Expert has assessed the merits of the Merger and concluded that the Merger is fair
and reasonable and therefore in the best interests of Vicwest Shareholders, including having regard to
the Ancillary Transactions.

The Independent Expert has used two scenarios to estimate a range of potential trading prices for
Bendigo Telco Shares following implementation of the Transactions. These are based on various
assumptions as summarised on page 44 of the Independent Expert’'s Report.

Based on the assumptions, the Independent Expert has estimated the value of the Merged Group to
be between $1.39 and $1.90 per Bendigo Telco Share, and accordingly, the estimated value of the
Scheme Consideration to be between $0.67 to $0.92 per Vicwest Share.

The Independent Expert has estimated the value of Vicwest Shares and, subject to the analysis and
assumptions in the Independent Expert’s Report, concluded that no value can be ascribed to Vicwest
Shares, having regard to the value of Vicwest on a standalone basis.



While concluding that no equity value can be ascribed to Vicwest on a standalone basis, the
Independent Expert acknowledges that there could be upside to a specific purchaser of Vicwest to the
extent there are synergies available to that purchaser.

The Independent Expert also considered the valuation multiples implied by this estimated value of
$0.67 to $0.92 per Vicwest Share, and concluded that these multiples are within or greater than
observed multiples for comparable companies to Vicwest.

Accordingly, the Independent Expert considers that the Merger is fair and reasonable and therefore in
the best interests of Vicwest Shareholders.

The Independent Expert has also examined the Ancillary Transactions and concluded that nothing has
come to its attention that causes it to believe that they are not on arm’s length terms or that the
arrangements with Bendigo Bank or Community Telco Australia constitute a collateral benefit to
Bendigo Bank over other Vicwest Shareholders.

How to Vote
Your vote is important and the Independent Directors of Vicwest strongly encourage you to participate.

You can either attend the Scheme Meeting and Extraordinary General Meeting in person at 11am at
The Geelong Club, 74 Brougham Street, Geelong VIC 3220 on 12 August 2016, or if you are unable to
attend, lodge a proxy vote. The Merger requires approval by the requisite majorities at both meetings
(see Section 2.8), so you should cast your vote at both meetings.

Further Information

If, after reading this Scheme Booklet, you have any questions regarding the Merger, please call
Vicwest on (03) 5228 0808, or consult an independent and appropriately licensed and authorised
professional adviser.

* * *

On behalf of the Vicwest Board, thank you for your ongoing support of Vicwest.

Yours sincerely

Rod Payne
Representative of the Vicwest Independent Board Committee



LETTER FROM BENDIGO TELCO CHAIRMAN

11 July 2016

Dear Vicwest Shareholders,

On behalf of the Independent Directors of Bendigo Telco, | am pleased to provide you with the
opportunity to participate in the creation of a larger telecommunications company through the merger
of Vicwest and Bendigo Telco.

The merger of Vicwest and Bendigo Telco is to be undertaken by way of a scrip for scrip transaction
under which Vicwest Shareholders will transfer all of their shares in Vicwest to Bendigo Telco in
exchange for shares in Bendigo Telco pursuant to the Scheme, and accordingly, Vicwest will become
a wholly-owned subsidiary of Bendigo Telco.

The Scheme has been unanimously recommended by the Independent Directors of Vicwest and each
Vicwest Director who holds Vicwest Shares intends to vote their Vicwest Shares in favour of the
Scheme, in the absence of a Superior Proposal. The Independent Expert has concluded that the
Scheme is in the best interests of Vicwest Shareholders, in the absence of a Superior Proposal.

Bendigo Telco is an NSX listed company, and is a broad-based business providing
telecommunications and data management services to customers located in Bendigo, Shepparton and
throughout Australia.

The Scheme is one component of a number of simultaneous and inter-conditional transactions. Other
key transactions that will take place at the same time as the Scheme to create the Merged Group are:

@ the acquisition by Bendigo Telco of the managed telecommunications resupply business of
Community Telco Australia (a wholly owned subsidiary of Bendigo Bank), including
approximately 1,200 customer contracts (from approximately 220 customers);

(b) the creation of a new loan facility provided by Bendigo Bank to Bendigo Telco in order to
extinguish Vicwest’s current loan facility with Bendigo Bank and for working capital purposes;
and

(©) the entry into a new five year wide area network service agreement by Bendigo Telco and

Bendigo Bank, which secures Bendigo Telco’s relationship with its major customer.

Further details regarding the Ancillary Transactions are contained in Sections 2.4 and 9 of this
Scheme Booklet.

The Merged Group will provide an enhanced scale and a balance sheet to pursue growth
opportunities in the highly-competitive telecommunications industry.

The Merged Group is expected to be better positioned for future growth by having greater scale and
ability to obtain capital to pursue new projects. In addition, the Merged Group is expected to generate
value for Vicwest and Bendigo Telco shareholders and the local communities in which the Merged
Group will operate.

Details about the Merger and its benefits and risks to Vicwest Shareholders are detailed in this
Scheme Booklet. This Scheme Booklet provides important information in relation to the Merger and,
on behalf of the Independent Directors of Bendigo Telco, | encourage you to read it carefully and in its
entirety, and to vote in favour of the Scheme at the Scheme Meeting to be held on 12 August.

On behalf of the Independent Directors of Bendigo Telco, | look forward to welcoming you as a
shareholder of Bendigo Telco on the successful implementation of the Scheme.

Yours sincerely,

Mr Don Erskine
Chairman of Bendigo Telco
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REASONS TO VOTE FOR OR AGAINST THE MERGER

The Merger has certain advantages, disadvantages and risks for Vicwest Shareholders.

Vicwest Shareholders are encouraged to read this Scheme Booklet in full and, if they are in any doubt,
consult an independent and appropriately licensed and authorised professional adviser.

REASONS TO VOTE IN FAVOUR OF THE MERGER

The Independent Directors of Vicwest have unanimously formed the view that the Merger is in the best
interests of Vicwest Shareholders, in the absence of a Superior Proposal, for the reasons set out
below.

1.

The Independent Directors of Vicwest unanimously recommend that you vote in favour of
the Merger, in the absence of a Superior Proposal.

The Independent Directors of Vicwest have formed their conclusion and made their
recommendation based on the matters outlined in this section.

The Independent Directors of Vicwest believe that the benefits associated with the Merger for
Vicwest Shareholders outweigh the disadvantages associated with the Merger.

The Independent Directors of Vicwest have also had regard to the information set out in this
Scheme Booklet, including the risks associated with the Merger outlined in section 7 (Risk
factors) and the Independent Expert’s Report contained in Annexure A.

The Independent Expert has concluded that the Scheme is fair and reasonable and
therefore in the best interests of Vicwest Shareholders, including having regard to the
Ancillary Transactions.

The Independent Directors of Vicwest engaged Value Adviser Associates as the independent
expert to provide an opinion on the Merger.

The Independent Expert has concluded the Merger is fair and reasonable and therefore in the
best interests of Vicwest Shareholders, including having regard to the Ancillary Transactions.

The Independent Expert had regard to the following assumptions in considering the value of the
Scheme Consideration:

e To the extent that Bendigo Telco is paying a control premium for Vicwest, there may be a
dilution effect on the value of Bendigo Telco’s shares subsequent to the implementation of
the Scheme.

e The impact of synergies being realised may impact on the trading price. Although a detailed
analysis of available synergies has not been performed, the Independent Expert
understands that there are synergies available to the Merged Group. However, given the
inherent uncertainties associated with the realisation of expected post deal synergies, it has
taken a conservative approach and excluded any expected synergies from its calculations.

e Prior to implementation of the Merger, Bendigo Telco may declare a dividend for its own
shareholders of up to 75% of the anticipated net profit after tax of Bendigo Telco for the
financial year ending 30 June 2016, which will not be payable to Vicwest Shareholders.

Based on the potential impact of the above factors on the Bendigo Telco share price, the
Independent Expert has considered two scenarios to estimate a range of potential trading prices
for Bendigo Telco Shares following implementation of the Transactions:

e The low value assumes that Vicwest and CTA add no value to Bendigo Telco.

e The high value assumes that Vicwest and CTA each add value to the Merged Group of at
least $2.00 per new share issued. The Independent Expert recognises that the post-Merger
Bendigo Telco share price may trade above this high value as synergies and other potential
benefits are being realised.
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The observed low and high values were used as a value range for the Scheme Consideration.

Based upon the assumptions above, the Independent Expert estimated the value of the Merged
Group to be between $1.39 and $1.90 per Bendigo Telco Share, and accordingly, the value of
the Scheme Consideration to be $0.67 to $0.92 per Vicwest Share.

The Independent Expert has estimated the value of Vicwest Shares and, subject to the analysis
and assumptions in the Independent Expert’'s Report, concluded that no value can be ascribed
to Vicwest Shares, having regard to the value of Vicwest on a standalone basis.

While concluding that no equity value can be ascribed to Vicwest on a standalone basis, the
Independent Expert acknowledges that there could be upside to a specific purchaser of Vicwest
to the extent there are synergies available to that purchaser.

The Independent Expert has also considered the valuation multiples implied by this estimated
value range of $0.67 to $0.92 per Vicwest Share, and concluded that these multiples are within
or greater than observed multiples for comparable companies to Vicwest.

Accordingly, the Independent Expert considers that the Merger is fair and reasonable and
therefore in the best interests of Vicwest Shareholders.

The Independent Expert has also examined the Ancillary Transactions and concluded that
nothing has come to its attention that causes it to believe that they are not on arm’s length terms
or that the arrangements with Bendigo Bank or Community Telco Australia constitute a collateral
benefit to Bendigo Bank over other Vicwest Shareholders.

The Merger provides Vicwest Shareholders with the opportunity to participate in a larger
organisation with similar values and taking advantage of greater financial and technical
capability.

The Merger will enable Vicwest Shareholders to participate in the creation of a larger
telecommunications company servicing the eastern seaboard of Australia, particularly Bendigo,
Shepparton, Geelong, Ballarat and surrounding areas.

This should provide a platform for potential growth and value realisation in the above regions
which is unlikely to otherwise be available to Vicwest as a standalone company.

Vicwest Shareholders will gain exposure to Bendigo Telco’s key revenue streams, including its
long-term service arrangements with Bendigo Bank, together with a larger, more diversified
customer footprint in the Bendigo and Shepparton regions.

The Merged Group will have a pro forma market capitalisation of approximately $15.8 million
(based on the closing price of Bendigo Telco Shares on NSX on 8 July 2016, being the day prior
to registration of this Scheme Booklet).

This compares with a notional market capitalisation of Vicwest of approximately $3.1 million,
based on the current number of Vicwest Shares on issue multiplied by the initial investment
price of $1.00 paid by Vicwest Shareholders when they first made their original subscriptions to
GCT and BCE which subsequently merged to form Vicwest.

The increased scale and presence of the Merged Group should enhance the level of interest
from investors and customers in the region.

The Merger will also bring together the specialist technical skills and services of Bendigo Telco
and Vicwest, with a view to providing a broader and more cost-competitive product offering.

The Merger provides Vicwest Shareholders with an opportunity to retain value from their
initial investment in Vicwest.

Based on the closing price of Bendigo Telco Shares on NSX of $2.04 on 8 July 2016 (being the
day prior to registration of this Scheme Booklet), this represents a notional value based on
current trading prices of $0.98 for each Vicwest Share.

Prior to implementation of the Merger, Bendigo Telco may declare a dividend for its own
shareholders of up to 75% of the anticipated net profit after tax of Bendigo Telco for the financial
year ending 30 June 2016, which will not be payable to Vicwest Shareholders. This may reduce
the current trading price (at least in the short-term) accordingly.
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In assessing the valuation of Bendigo Telco Shares, Vicwest Shareholders should also have
regard to the valuation of Bendigo Telco Shares undertaken by the Independent Expert in
Annexure A, and the basis for its conclusion that the Merger is fair and reasonable and therefore
in the best interests of Vicwest Shareholders.

Vicwest Shareholders will receive shares in an NSX-listed company which provides a
greater opportunity for liquidity with their shareholding.

As an unlisted company, Vicwest Shareholders currently have limited opportunities to trade their
Vicwest Shares.

Under the Merger, Vicwest Shareholders will receive one Bendigo Telco Share in exchange for
every 2.074 Vicwest Shares.

Bendigo Telco is listed on the NSX, with a market capitalisation of approximately $11 million as
at the date of this Scheme Booklet.

Following the Merger, Vicwest Shareholders are expected to have greater opportunities for
liquidity by being able to more readily trade their New Bendigo Telco Shares on NSX, which is a
recognised stock exchange.

However, Vicwest Shareholders should note that Bendigo Telco Shares are not highly liquid.
Since April 2015, only approximately 70,000 Bendigo Telco Shares have traded.

The Merged Group is expected to be better positioned for future growth by having greater
scale and ability to obtain capital to pursue new projects which are essential to ensure
viability in the highly-competitive telecommunications industry.

The Merged Group is expected to have enhanced scale and a balance sheet to pursue growth
opportunities in the highly-competitive telecommunications industry.

The Merged Group’s greater scale and scope may also facilitate access to additional sources of
capital in the equity and debt markets over time.

In addition, the combined customer base, technical capability, greater scale and financial
position of the Merged Group is expected to provide greater access to growth opportunities,
including:

e providing services to a broader market with greater reach within market sectors;

e enhanced product offering to the broader market; and

o the ability to create efficiencies that will allow a competitive market offering.

Expected synergies and cost savings.

The Merged Group is expected to unlock value through certain operational cost savings and a
reduction in corporate costs, which would not be available to Bendigo Telco on a standalone
basis.

In addition, the Bendigo Telco Board expects that the Merged Group will benefit from the
sharing of knowledge and technical expertise between the two businesses.

The Merger brings together two like-minded organisations which will ensure continued
investment in the Bendigo, Shepparton, Geelong and Ballarat communities, but as part of
a larger and more sustainable enterprise.

The strategic objectives of Vicwest and Bendigo Telco are closely aligned.

Both organisations aim to provide highly competitive telecommunications prices and exceptional
service delivery to their regions.

The organisations also create jobs and economic value, and make significant direct financial
contributions to local community projects.

These objectives would continue with the Merged Group. They are also expected to be further
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enhanced with the Merged Group being a larger and more sustainable community enterprise,
and also as a result of the proposed BEN4 Agreement between Bendigo Bank and Bendigo
Telco under which Bendigo Telco will supply wide area network services and certain related
services to Bendigo Bank for a 5 year term commencing on 1 January 2017 (see Section 9.5 for
a summary of this proposed agreement).

Under the Merger, two current directors of Vicwest, namely Rod Payne and Jonathan Selkirk,
will join the board of the Merged Group. This will ensure appropriate ongoing representation for
the Bendigo, Shepparton, Geelong and Ballarat communities in relation to the Merged Group.

While Vicwest has achieved modest profitable trading in recent years, if the Merger does
not proceed, there is no assurance that Vicwest Shareholders would retain the value of
their initial investment in Vicwest based on the historical financial performance of
Vicwest and its current balance sheet.

If the Merger does not proceed, there is no assurance that Vicwest Shareholders would retain
the value of the initial investment in Vicwest in the long term. Vicwest’s trading results for FY13
to FY15 have been consistent, with the company recording modest profits in each of those
years.

In the last two years an opportunity has arisen to provide high quality video conferencing
facilities to the health sector in particular. During this period Vicwest has made a significant
investment developing a video conferencing platform known as “natr” which is now being
marketed Australia wide, in particular to the health industry. The loss in the 6 months to 31
December 2015 was predominately due to the ongoing investment in infrastructure and staff
required to support the ongoing development and marketing of natr, which is being well
received. However, due to the prevailing general economic conditions, the uptake of natr has
been slower than initially anticipated. Vicwest currently anticipates a trading loss of
approximately $368,000 for the 2016 financial year.

In connection with the Merger, Vicwest has also incurred transaction costs of approximately
$620,000 which could further affect the financial position of Vicwest. These costs are necessary
to provide Vicwest Shareholders with the opportunity to consider the proposed Merger. Further
information is contained in Section 2.15, and a breakdown of the costs is included in Section
11.9.

If the Merger does not proceed, Vicwest is also expected to face significant liquidity challenges,
at least in the short-term. It is expected that Vicwest would require additional financial support
from Bendigo Bank and a change of trading terms with Community Telco Australia to assist with
cash flow. Vicwest has already approached Bendigo Bank and Community Telco Australia on
this basis. However, any such arrangements would need to be further negotiated and agreed at
the relevant time.

10.

Other benefits.

No brokerage or duty will be payable on the transfer of your Vicwest Shares to Bendigo Telco
under the Merger.

Vicwest Shareholders may also be eligible for CGT rollover relief. For more information, please
refer to Section 10.
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REASONS TO VOTE AGAINST THE MERGER

The Merger gives rise to certain potential disadvantages and risks that Vicwest Shareholders must
consider in deciding whether or not to vote in favour of the Merger.

Although the Independent Directors of Vicwest recommend that you vote in favour of the Merger (in
the absence of a Superior Proposal), and the Independent Expert has concluded that the Merger is
fair and reasonable and therefore in the best interests of Vicwest Shareholders, including having
regard to the Ancillary Transactions, you may be influenced by other factors, including those set out
below, to vote against the Merger.

1. The exact value of the Scheme Consideration is not certain and will fluctuate with the
market price of Bendigo Telco Shares.

The implied value of the Scheme Consideration will vary with movements in the price of the
Bendigo Telco Shares and, on implementation of the Merger, that notional trading price value
may be less than the current notional trading price value of $0.98 per Vicwest Share (based on
the closing price of Bendigo Telco Shares on the NSX of $2.04 on 8 July 2016, being the day
prior to registration of this Scheme Booklet).

Following the implementation of the Merger, the price of Merged Group Shares may rise or fall
based on market conditions, the Merged Group’s financial and operational performance and
other factors. If the price of Merged Group Shares falls, the value of the New Bendigo Telco
Shares received by Vicwest Shareholders as Scheme Consideration will also decline in value.

As referred to on pages 44 to 49 of the Independent Expert’s Report, the Independent Expert
has used two scenarios to estimate a range of potential trading prices for Bendigo Telco Shares
following implementation of the Transactions. These are based on various assumptions.

Based on the assumptions, the Independent Expert has estimated the value of the Merged
Group to be between $1.39 and $1.90 per Bendigo Telco Share, and accordingly, the estimated
value of the Scheme Consideration to be between $0.67 to $0.92 per Vicwest Share.

The Independent Expert has estimated the value of Vicwest Shares and, subject to the analysis
and assumptions in the Independent Expert’s Report, concluded that no value can be ascribed
to Vicwest Shares, having regard to the value of Vicwest on a standalone basis.

While concluding that no equity value can be ascribed to Vicwest on a standalone basis, the
Independent Expert acknowledges that there could be upside to a specific purchaser of Vicwest
to the extent there are synergies available to that purchaser. The Independent Expert has also
considered the valuation multiples implied by this estimated value of $0.67 to $0.92 per Vicwest
Share, and concluded that these multiples are within or greater than observed multiples for
comparable companies to Vicwest.

Accordingly, the Independent Expert considers that the Merger is fair and reasonable and
therefore in the best interests of Vicwest Shareholders.

2. You may disagree with the Independent Directors of Vicwest and the Independent Expert
and believe that the Merger is not in your best interests.

Despite the views of the Independent Directors of Vicwest and the Independent Expert, you may
believe that the Merger is not in the best interests of Vicwest Shareholders or not in your
individual interests.

The Independent Directors of Vicwest and the Independent Expert have made judgements
based on future trading conditions and events, which are not predictable with certainty and
which may prove to be inaccurate (either positively or negatively).

You may hold a different view from, and are not obliged to follow, the recommendations of the
Independent Directors of Vicwest, and may not agree with the Independent Expert’s opinion.
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Smaller share of a larger Merged Group.

The Merger will result in the Vicwest Shareholders (other than Bendigo Bank) holding an
economic interest in approximately 9.68% of the Merged Group.

Vicwest Shareholders (including Bendigo Bank) will no longer hold a direct 100% interest in
Vicwest alone, but instead will hold a smaller share of an enlarged Merged Group.

If the Merger proceeds, you will no longer be a holder of Vicwest Shares and you may
consider the investment profile and operations of the Merged Group to be inferior to
Vicwest as a standalone entity.

If the Merger is implemented, you will no longer be a Vicwest Shareholder, rather you will be a
shareholder of the Merged Group.

The operational profile, capital structure, and size of the Merged Group will be different to that
of Vicwest on a standalone basis.

In particular, the operations of the Merged Group will cover the eastern seaboard of Australia
particularly Bendigo and Shepparton, in addition to the Geelong and Ballarat regions.

It is possible that you may wish to maintain an interest in Vicwest as a standalone company
because you are seeking an investment in a community enterprise with the specific
characteristics of Vicwest.

Integration risk.

The success of the Merger and, in particular, the ability to realise the expected synergies, will be
dependent, among other things, on Vicwest and Bendigo Telco (and the Community Telco
Australia business) being integrated effectively, efficiently and in a timely manner, without
material disruption to their businesses.

There is no guarantee that the Merged Group will be able to complete this integration
successfully or that synergies will be realised in the amounts estimated or over the period
contemplated or at the costs estimated in this Scheme Booklet.

There is a risk that the Merged Group’s future profitability and prospects could be adversely
affected if integration is not completed successfully.

There are risks associated with an investment in the Merged Group.

If the Merger is implemented, there will be a change in the risk profile to which Vicwest
Shareholders are exposed.

Compared to Vicwest, the Merged Group will be a larger company with a more diversified
asset and customer base, including an interest in long-term service arrangements with
Bendigo Bank.

Further details of some of the risks associated with an investment in the Merged Group are set
out in Section 7 (Risk Factors). Vicwest Shareholders are encouraged to read this Section
carefully and in its entirety.
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KEY DATES

Please note that all times and dates are indicative only and may be subject to change.

Event

Time and Date

Date of this Scheme Booklet

11 July 2016

Time and date by which the Proxy Form must be received for the
Scheme Meeting and Extraordinary General Meeting

11am on 10 August 2016

Voting Record Date — time and date for determining eligibility to
vote at the Scheme Meeting and Extraordinary General Meeting

7pm on 10 August 2016

Time and date of the Scheme Meeting

11lam on 12 August 2016

Time and date of the Extraordinary General Meeting

11:15am on 12 August 2016 or
immediately following the
Scheme Meeting (whichever is
later)

If the Merger is approved by Vicwest Shareholders and all other Conditions Precedent in connection

with the Merger are fulfilled or waived (if applicable):

Event

Time and Date

Second Court Date (for approval of the Scheme by the Court)

19 August 2016

Effective Date of the Merger

19 August 2016

Scheme Record Date — the time and date which determines the
entitlements of Vicwest Shareholders to the Scheme
Consideration

7pm on 26 August 2016

Implementation Date — the date of transfer of all Scheme Shares
to Bendigo Telco and issue of the Scheme Consideration to
Scheme Shareholders

1 September 2016

Commencement of trading of New Bendigo Telco Shares on NSX

1 September 2016
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WHAT TO DO NEXT

STEP 1: CAREFULLY READ THIS SCHEME BOOKLET IN FULL
You should read this Scheme Booklet in full.
It contains important information to assist you in deciding how to vote on the Merger.

The information contained in Section 1 (Answers to key questions) may help answer some of your
questions.

It is important that you consider the information disclosed in light of your own particular investment
needs, objectives and financial and taxation circumstances.

If after reading this Scheme Booklet, you have any questions regarding the Merger, please contact
Vicwest on (03) 5228 0808, or consult an independent and appropriately licensed and authorised
professional adviser without delay.

STEP 2: VOTE ON THE SCHEME AND AMENDING RESOLUTION

YOUR VOTE IS IMPORTANT

If you are a Vicwest Shareholder as at 7pm on the Voting Record Date you are entitled to vote on the
Merger and on the Amending Resolution.

Any Vicwest Shares held by or on behalf of Excluded Shareholders, or in which Excluded
Shareholders have a Relevant Interest, will not be voted at the Scheme Meeting or Extraordinary
General Meeting.

Bendigo Bank has advised that it will not vote on the Merger.

SCHEME MEETING

Vicwest Shareholders (other than Excluded Shareholders) are being asked to approve the Merger at
the Scheme Meeting.

If the resolution approving the Merger is passed at the Scheme Meeting, and the Amending
Resolution is passed at the Extraordinary General Meeting, Vicwest will make an application to the
Court to approve the Scheme at the Second Court Hearing.

EXTRAORDINARY GENERAL MEETING

Vicwest Shareholders (other than Excluded Shareholders) are being asked to approve the Amending
Resolution at the Extraordinary General Meeting.

In order to implement the Merger, the Amending Resolution also needs to be approved, therefore
Vicwest Shareholders should ensure that they cast their vote at the Scheme Meeting and the
Extraordinary General Meeting.

HOW TO VOTE

Each Vicwest Shareholder on the Register as at 7pm on the Voting Record Date (other than Excluded
Shareholders) is entitled to attend and vote at the Scheme Meeting and Extraordinary General
Meeting.

VOTING IS NOT COMPULSORY

You may vote at the Scheme Meeting and Extraordinary General Meeting by doing one of the
following:
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(@)

(b)

(©

(d)

Vote in person — attend the Scheme Meeting and Extraordinary General Meeting in person at
The Geelong Club, 74 Brougham Street, Geelong Victoria 3220 on Friday, 12 August 2016 at
11am, and bring a suitable form of personal identification (such as a driver’s licence);

Vote by proxy — if you are unable to attend the Scheme Meeting or Extraordinary General
Meeting and you want to appoint a proxy to vote your Vicwest Shares on your behalf:

0] complete, sign and return the original Proxy Forms for each meeting enclosed with
this Scheme Booklet in accordance with the instructions set out on the form (see
Annexure C (Notice of Scheme Meeting) and Annexure F (Notice of Extraordinary
General Meeting) for more details) so that it is received at the address indicated on
the form by no later than 11am on 10 August 2016; and

(i) arrange to have your proxy or proxies attend the Scheme Meeting and the
Extraordinary General Meeting (if you are appointing a person other than the
Chairman of the Scheme Meeting or Extraordinary General Meeting as your proxy).

You can lodge the Proxy form:
(iii) by mail to Unit 3, 2-6 Rutland Street, Newtown, Victoria 3220;

(iv) by hand delivery during business hours at Unit 3, 2-6 Rutland Street, Newtown,
Victoria 3220;

(v) by fax to (03) 5222 6711; or
(vi) by e-mail via geoff.hutchinson@communitytelco.com.au,
as detailed on the Proxy Form.

Vote by attorney — you may appoint an attorney to attend and vote at the Scheme Meeting
and Extraordinary General Meeting on your behalf. Such an appointment must be made by a
duly executed power of attorney, which must be received by Vicwest at its registered office by
no later than 11am on 10 August 2016, unless it has been previously provided to Vicwest.

vote by body corporate representative — if you are a body corporate, you can appoint a
corporate representative to attend and vote at the Scheme Meeting and Extraordinary General
Meeting on your behalf. The appointment must comply with section 250D of the Corporations
act.

Please refer to Annexures C and F where these voting options are set out in full.
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1

ANSWERS TO KEY QUESTIONS

The following set of questions and answers is intended to assist in your understanding of the Merger.

These are qualified by, and should be read together with, all other parts of this Scheme Booklet.

DETAILS OF THE MERGER

No.

Question

Answer

Where to find
more information

What is the Merger?

The Merger is a proposed transaction under
which Bendigo Telco would acquire all of the
Vicwest Shares in exchange for shares in
Bendigo Telco.

The Merger is to be implemented by way of the
Scheme, which is conditional on the satisfaction
or waiver (if applicable) of certain Conditions
Precedent.

Section 2

What is the Scheme?

The Scheme is a statutory arrangement
pursuant to part 5.1 of the Corporations Act
between Vicwest and Vicwest Shareholders
(other than Excluded Shareholders) at the
Scheme Record Date.

The Scheme will effect the acquisition by
Bendigo Telco of all of the Vicwest Shares.

Section 8

What is the
Amending
Resolution?

The Amending Resolution is a related
resolution which is required in order to amend
the Constitution of Vicwest to enable Bendigo
Telco to acquire all of the Vicwest Shares.
Currently the Constitution contains a prohibition
on any person acquiring more than 10% of the
Vicwest Shares.

The Scheme is conditional on the Amending
Resolution also being approved by Vicwest
Shareholders.

Section 8.9

Annexure F

What are the
Ancillary
Transactions?

In connection with the Merger, certain Ancillary
Transactions will be undertaken to effect a
restructure of the Vicwest franchise and
financing arrangements with Bendigo Bank,
and implement certain other arrangements in
relation to the structure of the Merged Group.

Further detail regarding these transactions is
contained in Section 9 of this Scheme Booklet.

Section 2.4

Section 9

What are the
interests of Bendigo
Bank in relation to the
Merger?

If the Scheme is approved, Bendigo Bank will
receive the same Scheme Consideration as all
other Vicwest Shareholders.

In addition, Bendigo Bank is party to certain
Ancillary Transactions to be undertaken to
effect a restructure of the Vicwest franchise and
financing arrangements, and implement certain
other arrangements in relation to the structure

Section 2.5

Section 9
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No.

Question

Answer

Where to find

more information

of the Merged Group.

Based on its review of the Ancillary
Transactions, the Independent Expert has
concluded that nothing has come to its attention
which causes it to believe that:

(&) The transactions between Bendigo Bank and
Bendigo Telco are not on arm’s length terms
by having regard to any existing
relationships between the parties and the
genesis of, and the links between, the
Merger and the Ancillary Transactions; and

(b) There is a net benefit being provided to
Bendigo Bank insofar as the benefits that it
is receiving under the terms of the Merger
(including the Ancillary Transactions) will
exceed the benefits being provided by
Bendigo Bank under those transactions.

Why have | been sent
this Scheme Booklet?

This Scheme Booklet has been sent to you
because you are a Vicwest Shareholder and
you are being asked to vote on the Merger.

This Scheme Booklet is intended to help you
decide how to vote on the Merger at the Scheme
Meeting.

n/a

Who is Bendigo
Telco?

Bendigo Telco is a public company listed on the
NSX.

Bendigo Telco has a market capitalisation of
approximately $11 million as at the date of this
Scheme Booklet.

Bendigo Telco is a telecommunications and data
management service provision company,
providing retail and telecommunications products
to businesses and residential customers,
primarily in the Bendigo and Shepparton regional
areas.

Section 4

Who is entitled to
participate in the
Scheme?

If the Merger is approved and all Conditions
Precedent are either satisfied or waived, all
Vicwest Shareholders on the Register at the
Scheme Record Date will receive the Scheme
Consideration in respect of the Vicwest Shares
they hold at that time.

Section 8.4

What is the opinion of
the Independent
Expert?

The Independent Expert has concluded that the
Merger is fair and reasonable and therefore in
the best interests of Vicwest Shareholders,
including having regard to the Ancillary
Transactions.

Annexure A

10.

Who are the
Independent
Directors of Vicwest?

Rod Payne;

Kevin Roache;

Letter from
Vicwest
independent
board
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Directors of Vicwest
recommend Vicwest
Shareholders do?

Shareholders vote in favour of the Merger, in the
absence of a Superior Proposal.

Each Vicwest Director who holds Vicwest Shares
intends to vote in favour of the Scheme and the
Amending Resolution, in relation to any Vicwest
Shares they hold or control, in the absence of a
Superior Proposal.

No. | Question Answer Where to find
more information
James Sargeant; representative
Robert Glass;
Jonathan Selkirk;
Justine Finlay; and
Lyndelle Zuccolin.

11. | Why was an The Chairman of Vicwest, Mr Murnane, and Letter from
Independent Board fellow board member, Ms Janelle Wehsack, are | Vicwest
Committee created? | employees of Bendigo Bank (which is a major independent

shareholder of Vicwest and Bendigo Telco and | board _
has certain interests in the Ancillary representative
Transactions). To avoid any potential for conflict,

Mr Murnane and Ms Wehsack have not

participated in any deliberations with respect to

the proposed Merger.

12. | What do the The Independent Directors of Vicwest Section 2.11
Independent unanimously recommend that Vicwest

SCHEME CONSIDERATION

Consideration?

registration of this Scheme Booklet), this
represents a notional value based on current
trading prices of $0.98 for each Vicwest Share.?

In assessing the valuation of Bendigo Telco
Shares, Vicwest Shareholders should also have
regard to the valuation of Bendigo Telco Shares
undertaken by the Independent Expert in
Annexure A and summarised on page 11.

No. | Question Answer Where to find
more
information

13. What will | receive if If the Scheme is implemented, Vicwest Section 2.3

the Scheme is Shareholders will receive one Bendigo Telco
implemented? Share for every 2.074 Vicwest Shares they
hold on the Scheme Record Date.
14. What is the value of | Based on Bendigo Telco’s share price of $2.04 Page 11 and
the Scheme as at 8 July 2016 (being the day prior to Section 2.3

2 Prior to implementation of the Merger, Bendigo Telco may declare a dividend for its own shareholders of up to 75% of the
anticipated net profit after tax of Bendigo Telco for the financial year ending 30 June 2016, which will not be payable to Vicwest
Shareholders. This may reduce the current trading price (at least in the short-term) accordingly.
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No. | Question Answer Where to find
more
information

15. When will | receive New Bendigo Telco Shares will be issued on “Timetable” on

my New Bendigo the Implementation Date, which is expected to page 17 and
Telco Shares? be on or about 1 September 2016, in Section 8.7.
accordance with the indicative timetable on
page 17.
16. Is Bendigo Telco Yes. Under the Bendigo Telco Deed Poall, Annexure E
bound to provide the | Bendigo Telco undertakes in favour of each
Scheme Scheme Shareholder to, among other things,
Consideration? provide the Scheme Consideration (subject to
the Scheme becoming Effective).
17. How will fractional Where the calculation of the number of New Section 8.5
entitlements be Bendigo Telco Shares to be issued to a
treated under the particular Scheme Shareholder would result in
Scheme? the issue of a fraction of a New Bendigo Telco
Share, the fractional entitlement will be rounded
down to the nearest whole number of New
Bendigo Telco Shares.
18. When will | be able to| Bendigo Telco Shares currently trade on the Section 8
sell any New Bendigo| NSX and the New Bendigo Telco Shares issued
Telco Shares | under the Scheme are expected to commence
receive? trading on NSX on 1 September 2016.
19. Can | choose to No. There is no option for Scheme Shareholders | n/a
receive cash instead | to elect to receive cash instead of New Bendigo
of New Bendigo Telco Shares.
Telco Shares? However, once you have received the Scheme
Consideration, you may sell some or all of your
New Bendigo Telco Shares.
Alternatively, you may elect to sell your existing
Vicwest Shares before the Effective Date.
20. Can | keep my No. If the Merger is implemented, all of your n/a
Vicwest Shares? Vicwest Shares will be transferred to Bendigo
Telco. This will be the case irrespective of
whether you voted for or against the Scheme
Resolution at the Scheme Meeting.
21. Do | have to pay No brokerage or stamp duty will be payable by Section 2.14

brokerage fees or
stamp duty to
participate in the
Scheme?

Scheme Shareholders on the transfer of their
Scheme Shares under the Scheme or the receipt
by Scheme Shareholders of the Scheme
Consideration.
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MEETING, AGREEMENT AND APPROVAL

No. | Question Answer Where to find

more information

22. When and where will | The Scheme Meeting and EGM will be held at Annexure C and
the Scheme Meeting | The Geelong Club, 74 Brougham Street, Annexure F
and EGM be held? Geelong Victoria on 12 August 2016 at 11am.

23. Who is entitled to All Vicwest Shareholders on the Register at 7pm | Section 2.8
vote at the Scheme on 10 August 2016 (the Voting Record Date)

Meeting and EGM? (other than Excluded Shareholders) are entitled
to attend and vote at the Scheme Meeting and
EGM.

24, Why should | vote? Voting is not compulsory, however, your vote will| Sections 2.8 and
be important in determining whether the Merger | 2.11
proceeds.

The Independent Directors of Vicwest encourage
you to read this Scheme Booklet carefully and in
full, and recommend that you vote in favour of
the Merger, in the absence of a Superior
Proposal.

25. What choices do | As a Vicwest Shareholder you may: Section 2.8 and
have as a Vicwest (a) vote at the Scheme Meeting and EGM in Annexure C
Shareholder? .

person, by proxy, by attorney or, in the case
of a corporation, by a duly appointed
corporate representative;

(b) elect not to vote at the Scheme Meeting and
EGM;

(c) sell your Vicwest Shares prior to the
Effective Date; or

(d) do nothing.

26. What voting For the Merger to proceed, votes in favour of the | Section 2.8 and
majorities are resolution to approve the Merger at the Scheme | Annexure C
required to approve Meeting must be received from a Requisite
the Scheme? Majority of Vicwest Shareholders.

A Requisite Majority consists of:

(a) a majority in number of Vicwest
Shareholders (other than Excluded
Shareholders) who vote at the Scheme
Meeting; and

(b) at least 75% or more of the votes cast at the
Scheme Meeting by Vicwest Shareholders
(other than Excluded Shareholders).

27. | What voting At least 75% of the votes cast by Vicwest Section 2.8 and

majorities are
required to approve
the Amending
Resolution?

Shareholders will be required to approve the
Amending Resolution at the EGM.

Annexure F
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No.

Question

Answer

Where to find

more information

28.

Will Bendigo Telco
and Bendigo Bank
vote its Vicwest
Shares at the
Scheme Meeting or
EGM?

As at the date of this Scheme Booklet Bendigo
Telco does not hold any Vicwest Shares.

Any Vicwest Shares held by or on behalf of an
Excluded Shareholder, or in which Excluded
Shareholders have a Relevant Interest, will not
be voted at the Scheme Meeting or EGM.

Bendigo Bank has also advised that it will not
vote on the Merger.

Sections 2.8(c)

29.

Are there any
conditions to the
Merger?

The implementation of the Merger is subject to a
number of Conditions Precedent which are
described in Section 2.7 (Conditions of the
Merger), including but not limited to:

(a) Vicwest Shareholders approving the
Scheme and Amending Resolution;

(b) Bendigo Telco Shareholders approving the
Merger and certain related transactions;

(c) Court approval of the Scheme; and

(d) ASIC and NSX providing such consents,
confirmations or approvals as are reasonably
necessary or desirable to implement the
Merger.

The Merger will not proceed unless all
Conditions Precedent are satisfied or waived (if
applicable).

Section 2.7

30.

What happens if a
Competing Proposal
for Vicwest emerges?

If a Competing Proposal for Vicwest emerges,
the Independent Directors of Vicwest, having
regard to their obligations under the
Implementation Deed, will consider the merits of
that proposal.

If the Independent Directors of Vicwest consider
the Competing Proposal to be a Superior
Proposal, then:

(a) Vicwest Shareholders will be informed of this
by Vicwest by post; and

(b) the Independent Directors of Vicwest will
carefully consider the Superior Proposal and
will provide you with a detailed
recommendation in relation to it.

n/a

31.

What happens if |
vote against the
Merger or do not
vote?

If you do not vote, or if you vote against the
Merger, then the Merger may not be approved.
The Merger cannot be implemented unless:

(a) itis approved by the Requisite Majority of
Vicwest Shareholders at the Scheme
Meeting; and

(b) the Amending Resolution is approved by
Special Resolution at the EGM.

n/a
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No.

Question

Answer

Where to find

more information

However, if the Merger is passed by the
Requisite Majority (even if you did not vote, or
voted against the Merger or Amending
Resolution) and you are a Scheme Shareholder
then you will be bound by the Merger and
Bendigo Telco will acquire your Vicwest Shares
and you will receive New Bendigo Telco Shares
as the Scheme Consideration if the Merger is
implemented.

32.

What happens if the
Merger is not
approved?

If the Merger is not approved by a Requisite
Majority of Vicwest Shareholders at the Scheme
Meeting or is not approved by the Court, or all
other Conditions Precedent are not satisfied or
waived (if applicable):

(&) the Merger will not be implemented;

(b) Vicwest is expected to face significant
liquidity challenges, at least in the short-
term. It is expected that Vicwest would
require additional financial support from
Bendigo Bank and a change of trading terms
with Community Telco Australia to assist
with cash flow. Vicwest has already
approached Bendigo Bank and Community
Telco Australia on this basis. However, any
such arrangements would need to be further
negotiated and agreed at the relevant time;

(c) Vicwest will not merge with Bendigo Telco,
the expected benefits of the Merger will not
be realised and the disadvantages and risks
associated with the Merger will not arise;

(d) you will retain your Vicwest Shares; and

(e) Scheme Shareholders will not receive the
Scheme Consideration.

Section 2.15

33.

What are the
transaction costs
associated with the
Merger?

Vicwest estimates that it will incur one-off
external transaction costs of approximately
$620,000 in relation to the Merger.

Under the terms of a 22 March 2016 variation to
the Vicwest Loan, Bendigo Bank increased the
facility limit of the Vicwest Loan by $350,000 to
$3,800,000, with the additional amount to assist
Vicwest to pay for the costs of the Transactions.
See Section 2.15 for further information and
Section 11.6 for a summary of the terms of the
Vicwest Loan.

Sections 2.15,
11.6 and 11.9
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34.

If the Merger is
implemented, what
will the Merged
Group look like?

Implementation of the Transactions is expected
to result in the combination of three
complementary businesses (Vicwest, Bendigo
Telco and CTA) to create a leading regional
telecommunications provider.

The scale of the Merged Group’s network and
product suite is expected to present an enlarged
addressable market inclusive of corporate and
personal customers across regional Victoria.

The Transactions are also expected to provide
the Merged Group with an enlarged network of
customers, which should enhance its ability to
offer products and services to its combined
4,700 customers.

In addition to a larger combined product offering,
the Merged Group is expected to generate value
for Vicwest and Bendigo Telco shareholders and
the local communities in which the Merged
Group will operate, with identifiable cost
synergies and potential revenue opportunities.

Section 5.2

35.

What will be the
strategy of the
Merged Group?

The strategic objectives of Vicwest and Bendigo
Telco are closely aligned.

Both organisations aim to provide competitive
telecommunications prices and exceptional
service delivery to their regions.

The organisations also create jobs and
economic value, and make significant direct
financial contributions to local community
projects.

These objectives would continue with the
Merged Group.

Section 5.2

36.

Who will be on the
Merged Group Board
following
implementation of the
Merger?

Bendigo Telco will procure that resolutions for
the appointment of 2 nominees of Vicwest
(namely, Rod Payne and Jonathan Selkirk) and
1 nominee of Bendigo Bank (namely, Kevin
Dole) as directors of Bendigo Telco are
proposed at the Bendigo Telco Shareholder
Meeting. If those resolutions are passed, the
Merged Group Board will comprise 2 nominees
of Bendigo Bank, 2 nominees of Vicwest and 4
nominees of Bendigo Telco.

Under the TFA, Bendigo Telco will procure that
resolutions for the appointment of the above
nominees as directors are proposed at the
Bendigo Telco Shareholder Meeting. If any such
appointment is not approved, Bendigo Telco will
procure that the relevant nominee is appointed
as a director of Bendigo Telco as a casual

Section 5.4
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No. | Question Answer Where to find
more
information

appointee as soon as practicable after that
meeting.

37. Who will be the CEO | Mr Jeff Jordan will be the Chief Executive Officer| Section 5.4

of the Merged Group | and Mr Jim Nielsen will be Chief Operating

and who will Officer of the Merged Group.

comprise senior Additionally, the current CEO of Vicwest, Geoff

management ; . .

following the Hutchmson, .WI|| be employed by Bendigo Telco

. . in an executive role on its management team.

implementation of the

Merger? The remaining members of the Merged Group’s
senior management team have not been
finalised at the date of this Scheme Booklet and
will be determined by the Merged Group Board
following completion of, and having regard to the
outcomes of, the general operational review
proposed to be undertaken by Bendigo Telco on
implementation of the Merger.

38. What will the dividend| The Merged Group Board will determine the Section 5.3(f)

policy of the Merged | dividend policy for the Merged Group having
Group be? regard to its profits, its financial position and an
assessment of the capital required to grow its
businesses.
Bendigo Telco’s current dividend policy is to pay
a maximum of 70% of net profit after tax.

REASONS TO VOTE FOR OR AGAINST THE SCHEME AND AMENDING RESOLUTION
AND KEY RISKS OF THE MERGER

risks associated with
the Merger and the
Merged Group?

relating to the Merged Group include:

(a) integration risks and the risk that expected
synergies will not be achieved due to factors
such as unexpected delays, challenges or
the loss of key personnel of the Merged

No. | Question Answer Where to find
more
information

39. What are the reasons| Reasons to vote in favour of the Merger are set | Page 11

to vote in favour of out in the table on page 11 under the heading
the Merger? “Reasons to vote in favour of the Merger”.
The Independent Directors of Vicwest
unanimously recommend that you vote in favour
of the Merger, in the absence of a Superior
Proposal.
40. What are the reasons| Reasons to vote against the Merger are set out Page 15
you may choose to in the table on page 15 under the heading
vote against the “Reasons to vote against the Merger”.
Merger?
41. What are the key Certain key risks associated with the Merger and| Section 7
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more
information

Group;
(b) some of the Conditions Precedent to the

Merger are beyond the control of Vicwest;

(c) the exact value of Scheme Consideration
being uncertain as it will depend on the price
at which the Merged Group Shares trade on
the NSX after the Effective Date; and

(d) the Merged Group being subject to a range
of risks (including those of a general nature)
that may adversely affect its future operating
or financial performance, prospects,

investment returns or value of its securities.

TRANSACTION INTEGRATION

No. | Question Answer Where to find
more information
42. Will Vicwest be Under the Merger, two current directors of Section 5
represented on the Vicwest (namely, Rod Payne and Jonathan
Merged Group Selkirk) will join the board of the Merged Group.
Board? This will ensure appropriate ongoing
representation for the Geelong and Ballarat
communities in relation to the Merged Group.
43. Will Vicwest Yes. Vicwest employees will form part Section 5

employees form part
of the Merged
Group?

of the Merged Group. In particular,
senior Vicwest staff will continue in
agreed roles in the Merged Group.

OTHER QUESTIONS

No. | Question Answer Where to find
more
information

44, What are the A summary of the general Australian income tax,| Section 10

Australian tax stamp duty and GST consequences for Vicwest | (Taxation
implications of the Shareholders who participate in the Merger is set| implications)
Merger for Scheme out in Section 10 (Taxation Implications).
Shareholders? Each individual’s tax position is different. Vicwest
Shareholders are urged to consult their own tax
advisers as to the specific tax consequences to
them of the Merger, including the applicability
and effect of income and other tax laws in their
particular circumstances.
45. Where can | get If, after reading this Scheme Booklet, you have n/a

further information?

any questions about the Merger, you should call
Vicwest on (03) 5228 0808.

If you are in doubt as to what you should do, you
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should consult an independent and appropriately
licensed and authorised professional adviser
without delay.
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2 SUMMARY OF THE MERGER

2.1 Background
On 22 February 2016, Vicwest announced that it had executed a non-binding Memorandum of
Understanding with Bendigo Telco, Bendigo Bank and Community Telco Australia to
investigate a potential combination of Vicwest and parts of Community Telco Australia’s
business into Bendigo Telco (Transactions).
The aim of the Transactions is to expand and enhance the delivery of telecommunication
services, technologies and products to Vicwest and Bendigo Telco’s customers and the
constituents of the communities they serve.
Subsequently on 27 May 2016, Bendigo Telco announced that it had entered into binding
transaction documents with Vicwest, Bendigo Bank and Community Telco Australia to give
effect to the Transactions.
This Scheme Booklet provides details of the arrangements which have been agreed and the
considerations to be taken into account by Vicwest Shareholders in whether or not to approve
the Merger.

2.2 Overview of the Merger
If the Merger is approved by Vicwest Shareholders and the Court, and subject to the
satisfaction or waiver (if applicable) of the other Conditions Precedent:
€) each Vicwest Share will be transferred to Bendigo Telco;
(b) Vicwest Shareholders will receive the Scheme Consideration of one Bendigo Telco

Share for every 2.074 Vicwest Shares they hold on the Scheme Record Date; and

(c) Vicwest will become a wholly owned subsidiary of Bendigo Telco.
From the date of their issue, the New Bendigo Telco Shares received as Scheme
Consideration will rank equally in all respects with the existing Bendigo Telco Shares and will
be fully paid and free from any encumbrances.
The rights and liabilities attaching to the New Bendigo Telco Shares will be governed by the
Bendigo Telco constitution, subject to the Corporations Act and the NSX Business Rules and
Listing Rules.
Section 4.8(e) includes a summary of the rights and liabilities that will attach to the New
Bendigo Telco Shares.
A copy of the Scheme is included in Annexure D.

2.3 Scheme Consideration

If the Scheme is implemented, Scheme Shareholders will receive the Scheme Consideration.
The Scheme Consideration comprises New Bendigo Telco Shares.

Each Scheme Shareholder will receive one Bendigo Telco Share for every 2.074 Vicwest
Shares they hold on the Scheme Record Date.
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Based on Bendigo Telco’s share price of $2.04 as at 8 July 2016 (being the day prior to
registration of this Scheme Booklet), this represents a notional value based on current trading
prices of $0.98 for each Vicwest Share.?

In assessing the valuation of Bendigo Telco Shares, Vicwest Shareholders should also have
regard to the valuation of Bendigo Telco Shares undertaken by the Independent Expert in
Annexure A and summarised on page 11.

2.4 Overview of the Ancillary Transactions

In connection with the Merger, certain Ancillary Transactions will be undertaken by Vicwest
and Bendigo Telco, together with Bendigo Bank and its wholly-owned subsidiary, Community
Telco Australia, to give effect to the efficacy of the Merger.

The Ancillary Transactions are conditional on implementation of the Scheme.

The terms of the Ancillary Transactions are governed by a Transaction Framework Agreement
between Vicwest, Bendigo Telco and Bendigo Bank. A summary of the key terms of the
Transaction Framework Agreement as they relate to the Transactions is contained in Section
9.7.

In summary, the Ancillary Transactions comprise the following key components:

No. | Ancillary Transaction Description
1. Termination of Vicwest franchise If the Merger proceeds, Vicwest will
arrangements with Community Telco become a wholly-owned subsidiary of
Australia (a wholly-owned subsidiary of Bendigo Telco and so no longer require
Bendigo Bank) franchise services from Community Telco
Australia.

Accordingly, if the Merger proceeds,
Vicwest and Community Telco Australia
have mutually agreed to terminate such
franchise arrangements.

As the franchise arrangements will be
terminated, Vicwest will no longer pay
Community Telco Australia a franchise
fee. In addition, certain associated supply
discount and gross margin subsidy
arrangements provided by Community
Telco Australia to Vicwest in connection
with the franchising arrangements will
also be terminated.

Please see Section 9.2 for further
information.

® Prior to implementation of the Merger, Bendigo Telco may declare a dividend for its own shareholders of up to 75% of the
anticipated net profit after tax of Bendigo Telco for the financial year ending 30 June 2016, which will not be payable to Vicwest
Shareholders. This may reduce the current trading price (at least in the short-term) accordingly.
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2. Sale of parts of Community Telco
Australia business to Bendigo Telco

Community Telco Australia will sell parts of
its managed telecommunications re-supply
business to Bendigo Telco.

The consideration for the sale is the issue
of 500,000 Bendigo Telco shares to
Community Telco Australia.

Please see Section 9.3 for a summary of
the terms of the sale.

3. Provision of new loan facility by Bendigo

Bank to Bendigo Telco

Bendigo Bank will provide a new $3.8
million loan facility to Bendigo Telco,
which will be applied to the repayment of
the existing Vicwest Loan and for working
capital.

Please see Section 9.4 for a summary of
the terms of the Bendigo Telco Loan and
Section 11.6 for a summary of the key
terms of the existing Vicwest Loan.

4, New wide area network services

Bendigo Telco (known as the BEN4
Agreement)

agreement between Bendigo Bank and

Bendigo Bank and Bendigo Telco will
enter into an agreement under which
Bendigo Telco will supply wide area
network services and certain related
services to Bendigo Bank for a 5-year
term commencing 1 January 2017 on
terms to be agreed between Bendigo
Telco and Bendigo Bank (both acting
reasonably).

This will replace the existing managed
wide area network services agreement
between the parties given Bendigo Telco
will own parts of the Community Telco
Australia business and Vicwest will be a
wholly-owned subsidiary of Bendigo Telco.

Please see Section 9.5 for further
information.

5. Other incidental contractual
arrangements

Certain other less material incidental
contractual arrangements are to be
amended or implemented to reflect the
post-Merger structure, including a
transitional services agreement between
Community Telco Australia and Bendigo
Telco in relation to the sale of parts of the
Community Telco Australia business to
Bendigo Telco, and variations of
wholesale standard services agreements
with AAPT Limited.

Please see Section 9.6 for further
information.

As referred to above, the purpose of these arrangements is to effect a restructure of the
Vicwest franchise and financing arrangements, and implement certain other arrangements in

relation to the structure of the Merged Group.
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2.5

Further details regarding all of the Ancillary Transactions are contained in Section 9 of this
Scheme Booklet.

Interests of Bendigo Bank in relation to the Merger and Ancillary Transactions

An overview of the key direct and indirect interests of Bendigo Bank in relation to the
proposed Merger (including Ancillary Transactions) is set out below.

(@)

Shareholdings in Vicwest and Bendigo Telco

As at the date of this Scheme Booklet:

0]
(if)
(iii)

Bendigo Bank is a 50% shareholder of Vicwest.
Bendigo Bank is 19.36% shareholder of Bendigo Telco.

If the Scheme is implemented, Bendigo Telco will issue 500,000 Bendigo Telco
Shares to Community Telco Australia (a wholly-owned subsidiary of Bendigo Bank) as
consideration for the sale of its managed telecommunications resupply business to
Bendigo Telco pursuant to the Business Sale Agreement.

If the Merger is approved:

(i)

(ii)

(iii)

Bendigo Bank (including Community Telco Australia) will hold 2,362,146 Bendigo
Telco Shares, which represents an interest in Bendigo Telco of 30.50%;

Vicwest Shareholders (excluding Bendigo Bank and Community Telco Australia) will
hold 750,000 Bendigo Telco Shares, which represents an interest in Bendigo Telco of
9.68%; and

The remaining current non-associated Bendigo Telco Shareholders will hold
4,633,176 Bendigo Telco Shares, which represents an interest in Bendigo Telco of
59.82%.

Given Bendigo Bank’s interests in Vicwest, Bendigo Telco and the Ancillary Transactions,
Bendigo Bank has agreed that it will not vote its shares in Vicwest at the Scheme Meeting.

If the Scheme is approved, Bendigo Bank will receive the same Scheme Consideration as all
other Vicwest Shareholders.

(b)

Interests in Ancillary Transactions

Bendigo Bank currently has the following key interests and commercial relationships with
Vicwest and Bendigo Telco:

(i)

(ii)

(iii)

Bendigo Bank (via its wholly-owned subsidiary, Community Telco Australia) provides
franchise services to Vicwest under the terms of certain franchise agreements. Under
the franchise arrangements, Vicwest pays Community Telco Australia an annual
franchise fee. In return, Community Telco Australia provides certain associated supply
discount and gross margin subsidy arrangements to Vicwest. Further details of these
arrangements are set out in Section 9.2.

Bendigo Bank has provided Vicwest with a 10-year interest-free loan facility of
$3,800,000. Further details regarding the Vicwest Loan are set out in Section 11.6.

Bendigo Bank is party to a managed wide area network services agreement with
Bendigo Telco (known as the ‘BEN3 Agreement’) under which Bendigo Telco supplies
wide area network services and certain related services to Bendigo Bank. Further
details regarding this agreement are contained in Section 9.5.

34



(iv) Bendigo Telco and Community Telco Australia (a wholly-owned subsidiary of Bendigo
Bank) are party to wholesale standard service agreements with AAPT for the provision
of telecommunications services by AAPT to those parties.

As referred to in Section 2.4, if the Merger proceeds, certain Ancillary Transactions will be
undertaken by Vicwest and Bendigo Telco, together with Bendigo Bank and its wholly-owned
subsidiary, Community Telco Australia, to update the arrangements above and give effect to
the efficacy of the Merger.

In particular, as referred to in Section 2.4 above:

0] the franchise arrangements between Vicwest and Community Telco Australia will be
terminated;
(i) Community Telco Australia will sell parts of its managed telecommunications re-

supply business to Bendigo Telco;

(iii) Bendigo Bank will provide a new $3.8 million loan facility to Bendigo Telco, which will
be applied to the repayment of the existing Vicwest Loan and for working capital;

(iv) Bendigo Bank and Bendigo Telco will enter into a new 5-year agreement commencing
1 January 2017 in relation to the supply of wide area network services and certain
related services by Bendigo Telco to Bendigo Bank; and

(v) certain other less material incidental contractual arrangements will amended or
implemented to reflect the post-Merger structure.

Each of the steps above represents an ‘Ancillary Transaction’ for the purposes of the Merger.
The Independent Expert has reviewed the Ancillary Transactions to consider whether:

. Anything has come to the Independent Expert’s attention which would cause it to
believe that:

. The Ancillary Transactions are not on arm’s length terms; or

. The consideration payable under the Ancillary Transactions constitutes the
receipt by Bendigo Bank of a collateral benefit for the purposes of the
Corporations Act as interpreted by Takeovers Panel Guidance Note 21; and

o Anything has come to its attention in respect of the Ancillary Transactions that would
cause it to qualify the conclusions reached in its opinion regarding the Merger.

Based on the Independent Expert’s analysis and review of the Ancillary Transactions, the
Independent Expert has confirmed that nothing has come to its attention that causes it to
believe that:

. The Ancillary Transactions are not on arm’s length terms by having regard to the
existing relationships between the parties and the genesis of, and the links between,
the Merger and the Ancillary Transactions; or

) There is a net benefit being provided to Bendigo Bank insofar as the benefits that it is
receiving under the terms of the Merger (including the Ancillary Transactions) will
exceed the benefits being provided by Bendigo Bank under those transactions.

Accordingly, the Independent Expert has concluded that the Merger is fair and reasonable and

therefore in the best interests of Vicwest Shareholders, including having regard to the Ancillary
Transactions.
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2.6

2.7

Amendment of Constitution

As currently drafted, the Constitution of Vicwest prohibits the ownership of greater than 10%
of all the Vicwest Shares.

However, if the Scheme is implemented, this will result in Bendigo Telco owning all of the
Scheme Shares, which will be in breach of the Constitution, unless it is amended.

Accordingly, in connection with the Scheme, the Notice of Extraordinary General Meeting
contains a resolution to amend the Constitution to enable Bendigo Telco to own all of the
Scheme Shares on implementation of the Merger.

The Constitution has previously been amended for the acquisition by Bendigo Bank of its 50%
holding in Vicwest in 2012 as referred to in Section 2.17 of this Scheme Booklet.

Conditions of the Merger

The implementation of the Merger is subject to a number of Conditions Precedent which are
summarised in the table below.

The Merger will not proceed unless all of the Conditions Precedent are satisfied or waived (if
applicable) in accordance with the Implementation Deed.

It is important to note that some of these Conditions Precedent may not be satisfied even if
the Merger is approved by the Requisite Majority of Vicwest Shareholders at the Scheme

Meeting (for example, the Court may refuse to grant the Second Court Order referred to in
condition 14 below).

However, as at the date of this Scheme Booklet, neither Vicwest nor Bendigo Telco is aware
of any circumstances which would cause any of these Conditions Precedent not to be

satisfied.

No. | Condition Precedent Status

1. Approval of Bendigo Telco Resolutions: before | The Bendigo Telco Shareholder
8.00am on the Second Court Date, approval by Meeting to consider the Bendigo
the requisite majorities of all Bendigo Telco Telco Resolutions will be held on
Resolutions (except those relating to the Thursday, 11 August 2016 (the
appointment of the nominees of Vicwest and day prior to the Scheme
Bendigo Bank to the board of Bendigo Telco). Meeting).

2. Quotation: before 8.00am on the Second Court As at the date of this Scheme
Date, NSX provides approval for the official Booklet, neither Bendigo Telco
guotation of the New Bendigo Telco Shares, nor Vicwest is aware of anything
subject to customary conditions, including that will cause this Condition
implementation of the Merger. Precedent not to be satisfied.

3. Independent Expert the Independent Expert has | As at the date of this Scheme

not publicly withdrawn from or qualified its
conclusion that in its opinion the Merger is fair and
reasonable and therefore in the best interests of
the Scheme Shareholders, including having regard
to the Ancillary Transactions, on or before 8:00am
on the Second Court Date.

Booklet, the Independent Expert
has not publicly withdrawn from,
or qualified, its conclusion.
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ASIC and NSX: before 8.00am on the Second ASIC has granted relief to

Court Date, ASIC and NSX have issued or Bendigo Telco from section 606
provided such consents, confirmations or of the Corporations Act in
approvals or have done such other acts which the | respect of the entry into the TFA.
parties agree are reasonably necessary or

desirable to implement the Merger. ASIC has agreed to grant relief

from regulations 8302(d) and
8302(h) of Part 3, Schedule 8 of
the Corporations Regulations.

See Section 11.7 for more

information.
Restraints: no temporary restraining order, As at the date of this Scheme
preliminary or permanent injunction or other order | Booklet, neither Vicwest nor
issued by any court of competent jurisdiction or Bendigo Telco is aware of
Government Agency or other material legal anything that will cause this
restraint or prohibition preventing the Scheme is in| Condition Precedent not to be
effect at 8.00am on the Second Court Date; satisfied.
Other Prescribed events: the following do not As at the date of this Scheme
occur on or before 8:00am on the Second Court Booklet, neither Vicwest nor
Date: Bendigo Telco is aware of
anything that will cause these
(a) Vicwest Prescribed Occurrence or Vicwest Conditions Precedent not to be

Material Adverse Change (both as defined in satisfied.
the Implementation Deed); and

(b) Bendigo Telco Prescribed Occurrence or
Bendigo Telco Material Adverse Change
(both as defined in the Implementation
Deed).

For clarity, please note that the definition of
“Bendigo Telco Prescribed Occurrence” in the
Implementation Deed, specifically excludes the
payment by Bendigo Telco of the final dividend
for the year ending 30 June 2016 (as referred to
in Section 4.8(c).

Representations and Warranties: the As at the date of this Scheme
representations and warranties given by Vicwest Booklet, neither Vicwest nor
and Bendigo Telco under the Implementation Bendigo Telco is aware of any

Deed are true and correct in all material respects: | material inaccuracies in its
representations and warranties.
(a) on the date of the Implementation Deed;

(b) on the date this Scheme Booklet is
dispatched to the Scheme Shareholders;

(c) at 8:00am on the date of the Scheme
Meeting; and

(d) at 8:00am on the Second Court Date; or

(e) where expressed to be given at a particular
time, at that time.
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No Community Telco Australia material
adverse change: before 8.00am on the Second
Court Date, Community Telco Australia must have
achieved the gross margin target under the
Business Sale Agreement with Bendigo Telco, as
described in Section 9.3.

As at the date of this Scheme
Booklet, neither Bendigo Telco
nor Vicwest is aware of anything
that will cause this Condition
Precedent not to be satisfied.

9. No change to the recommendation of the As at the date of this Scheme
Independent Directors of Vicwest: none of the Booklet, the Independent
Independent Directors of Vicwest changes, Directors of Vicwest have not
qualifies or withdraws their recommendation to changed, qualified or withdrawn
Vicwest Shareholders to vote in favour of the their recommendation.

Merger, which recommendation may be expressed

to be given:

(a) in the absence of a Superior Proposal; and

(b) subject to the Independent Expert opining
that the Merger is fair and reasonable and in
the best interests of Vicwest Shareholders,
including having regard to the Ancillary
Transactions.

10. Amending Resolution: before 8.00am on the The EGM to consider the
Second Court Date, the Amending Resolution is Amending Resolution will be
approved by the Requisite Majority under the held immediately after the
Corporations Act and the Constitution at the EGM.| Scheme Meeting.

See Annexure F (Notice of
Extraordinary General Meeting)
for further information.

11. Scheme Shareholder approval: Scheme The Scheme Meeting to
Shareholders agree to the Merger at the Scheme | consider the Merger will be held
Meeting by the requisite majorities under the at 11am on Friday, 12 August
Corporations Act. 2016 at The Geelong Club, 74

Brougham Street, Geelong
Victoria 3220.

See Annexure C (Notice of
Scheme Meeting) for further
information.

12. Contractual arrangements: before 8.00am on As at the date of this Scheme

the Second Court Date, each of the Contractual
Arrangements (as referred to in Section 9 of this
Scheme Booklet) have been executed by the
parties named as parties to those arrangements.

Booklet, neither Bendigo Telco
nor Vicwest is aware of anything
that will cause this Condition
Precedent not to be satisfied.
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2.8

13. Fulfilment of conditions precedent in The Conditions Precedent for

Transaction Framework Agreement: before the Transaction Framework
8.00am on the Second Court Date, all conditions Agreement to be binding on the
precedent in the Transaction Framework respective parties have been
Agreement have been fulfilled or waived in satisfied.

accordance with the Transaction Framework
Agreement. Such conditions precedent are
described in Section 2.7 of this Scheme Booklet.

As at the date of this Scheme
Booklet, neither Bendigo Telco
nor Vicwest is aware of anything
that will cause the Conditions
Precedent to the obligations of
the parties under the
Transaction Framework
Agreement not to be satisfied.

14, Court approval: the Court approves the Merger in| The Second Court Order will be
accordance with section 411(4)(b) of the sought on or about 19 August
Corporations Act. 2016.

Vicwest Shareholders’ approvals
(a) Voting requirements to approve the Merger

For the Merger to be approved under paragraph 411(4)(a)(ii) of the Corporations Act, the
Merger must be passed by:

e (More than 50% of the members, by number) More than 50% in number of Vicwest
Shareholders (other than Excluded Shareholders) present and voting either in person, by
proxy, by attorney or, in the case of a body corporate, its duly appointed corporate
representative (the Headcount Test); and

e (75% of the Vicwest Shares voted, in aggregate) At least 75% of the total votes cast at
the Scheme Meeting,

(together, the Requisite Majority).

The Court has discretion to dispense with the Headcount Test for the purposes of paragraph
411(4)(a)(ii) of the Corporations Act.

In accordance with the Implementation Deed, if the Scheme is not approved by Vicwest
Shareholders by reason of non-satisfaction of the Headcount Test, then under certain
circumstances Vicwest will still have an obligation, notwithstanding that the Headcount Test
has not been satisfied, to apply for the Second Court Order at the Second Court Hearing
(including making submissions and filing evidence to seek to persuade the Court to exercise
its discretion to disregard the Headcount Test).

Voting at the Scheme Meeting will be by poll. Instructions on how to attend and vote at the
Scheme Meeting are set out in Annexure C.

(b) Voting requirements to approve the Amending Resolution

Pursuant to the Corporations Act and the Constitution, at least 75% of the votes cast by
Vicwest Shareholders at the Extraordinary General Meeting will be required to approve the
Amending Resolution.

(c) Persons entitled to vote at the Scheme Meeting and Extraordinary General Meeting

Each Vicwest Shareholder who is on the Register as at 7pm on the Voting Record Date is
entitled to attend and vote at the Scheme Meeting and Extraordinary General Meeting either
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2.9

2.10

in person, by proxy, by attorney or, in the case of a body corporate, by its duly appointed
corporate representative.

Each Vicwest Shareholder (in its capacity as a Vicwest Shareholder) present in person or by
proxy has one vote for each Vicwest Share held.

Any Vicwest Shares held by or on behalf of Excluded Shareholders, or in which Excluded
Shareholders have a Relevant Interest, will not be voted at the Scheme Meeting or
Extraordinary General Meeting.

As at the date of this Scheme Booklet, Bendigo Telco does not hold any Vicwest Shares.

Bendigo Bank has also advised that it will not vote on the Merger.

Bendigo Telco Shareholders’ approval

Bendigo Telco will convene the Bendigo Telco Shareholder Meeting to obtain approval from
Bendigo Telco Shareholders to various resolutions relating to the Transactions, including:

€) a resolution under the NSX Business Rules and Listing Rules to approve the
significant change to the scale of Bendigo Telco’s activities that will be occasioned by
the acquisition of:

. all of the Vicwest Shares by Bendigo Telco pursuant to the Scheme; and

. the acquisition of Community Telco Australia’s managed telecommunications
resupply business by Bendigo Telco;

(b) a resolution under section 611 (item 7) of the Corporations Act for the increase by
Bendigo Bank and Community Telco Australia of their voting power in Bendigo Telco
as a result of the Transactions;

(c) a resolution under the NSX Business Rules and Listing Rules to approve the
acquisition of Bendigo Bank’s Vicwest Shares pursuant to the Scheme;

(d) a resolution under Part 2J.3 of the Corporations Act to approve the giving of financial
assistance to Bendigo Telco by Vicwest and its Subsidiaries as a result of the
provision of general security deeds and guarantees and indemnities by Vicwest and
its Subsidiaries with respect to the Bendigo Telco Loan; and

(e) resolutions to appoint Rod Payne and Jonathan Selkirk (being Vicwest's nominees)
and Kevin Dole (being Bendigo Bank’s nominee) to the board of Bendigo Telco.

Other than with respect to the appointment of the Vicwest and Bendigo Bank nominees to the
Bendigo Telco board (see below), if the Bendigo Telco Resolutions are not approved by the
Bendigo Telco Shareholders, the Merger and the Ancillary Transactions will not proceed and
the Scheme Meeting and the EGM will be cancelled. Section 2.15 describes the implications
if the Merger does not proceed.

Under the TFA, Bendigo Telco will procure that resolutions for the appointment of the Vicwest
and Bendigo Bank nominees to the Bendigo Telco board (as referred to in paragraph (e)
above) are proposed at the Bendigo Telco Shareholder Meeting. If any such appointment is
not approved, Bendigo Telco will procure that the relevant nominee is appointed as a director
of Bendigo Telco as a casual appointee as soon as practicable after that meeting.

Court approval
Subject to Section 2.7 (Conditions of the Merger) and section 2.9 (Bendigo Telco

Shareholders’ approval), if the Merger is approved by the Requisite Majority of Vicwest
Shareholders at the Scheme Meeting and the Amending Resolution by special resolution at
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2.11

2.12

2.13

2.14

2.15

the Extraordinary General Meeting and all Conditions Precedent have been satisfied or
waived (if applicable), Vicwest will apply to the Court at the Second Court Hearing for the
Second Court Order approving the Scheme.

Independent Directors of Vicwest recommendation and voting intentions

The Independent Directors of Vicwest unanimously recommend that you vote in favour of the
Merger, in the absence of a Superior Proposal.

Each Vicwest Director who holds Vicwest Shares intends to vote in favour of the Merger
(including the Amending Resolution), in relation to the Vicwest Shares in which they have a
Relevant Interest, in the absence of a Superior Proposal. The Relevant Interests in Vicwest
Shares of the Vicwest Directors are disclosed in Section 3.9.

As the Chairman of Vicwest, Mr Patrick Murnane, and fellow board member, Ms Janelle
Wehsack, are employees of Bendigo Bank (which is a major shareholder of Vicwest and
Bendigo Telco and has certain interests in the Ancillary Transactions), Mr Murnane and Ms
Wehsack have not participated in any deliberations with respect to the proposed Merger.
Accordingly, Mr Murnane and Ms Wehsack are also not making any recommendation in
relation to the Merger.

Independent Expert’s conclusion

The Independent Expert has concluded that the Merger is fair and reasonable and therefore in
the best interests of Vicwest Shareholders, including having regard to the Ancillary
Transactions.

The Independent Expert has provided reasons for its opinion in the Independent Expert’s
Report. The Independent Expert’'s Report is set out in Annexure A.

Vicwest Shareholders are encouraged to read the report carefully and in its entirety.

Tax Implications

A summary of the general Australian income tax, stamp duty and GST consequences for
Vicwest Shareholders who participate in the Merger is set out in Section 10.

Each Vicwest Shareholder’s tax position is different, and Vicwest Shareholders are urged to
consult their own tax advisers as to the specific tax consequences of the Merger to them,

including the applicability and effect of local and foreign income and other tax laws in their
particular circumstances.

No brokerage or stamp duty
No brokerage or stamp duty will be payable by Scheme Shareholders on the transfer of their

Scheme Shares to Bendigo Telco under the Scheme or the receipt by Scheme Shareholders
of the Scheme Consideration.

Implications if the Merger is not approved

If the Scheme is not approved by the Requisite Majority, or all other Conditions Precedent are
not satisfied or waived (if applicable), the Transactions will not proceed and:

€) the expected benefits of the Merger will not be realised and the disadvantages and
risks associated with the Merger will not arise;

(b) Vicwest will remain liable to repay the Vicwest Loan (see Section 11.6 for a summary
of the terms of the Vicwest Loan);
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2.17

(c) Vicwest Shareholders will retain their Vicwest Shares; and
(d) Vicwest Shareholders will not receive the Scheme Consideration.

As at the date of this Scheme Booklet, other than as disclosed in this Scheme Booklet, the
Vicwest Board has not formed any plans to make any significant changes to the business of
Vicwest, redeploy any of its operating assets, or to change or affect the future employment of
Vicwest’s present employees, if the Merger does not proceed.

Under the terms of a 22 March 2016 variation to the Vicwest Loan, Bendigo Bank increased
the facility limit of the Vicwest Loan by $350,000 to $3,800,000, with the additional amount to
be made available to Vicwest by Bendigo Bank to assist Vicwest to pay for the costs of the
Transactions. Vicwest estimates that it has incurred or will have incurred or committed one-off
external transaction costs of approximately $620,000 in relation to the Merger, regardless of
whether the Merger is implemented or not.

If the Merger is not implemented, Vicwest will face significant liquidity challenges, at least in
the short-term. The costs of the Merger will be met by the additional debt finance of $350,000,
existing cash reserves of Vicwest and a delay in franchise payments to Community Telco
Australia. However, if the Merger does not proceed, it is expected that Vicwest will require
additional financial support from Bendigo Bank and a change of trading terms with Community
Telco Australia to assist with cash flow. Vicwest has already approached Bendigo Bank and
Community Telco Australia on this basis. However, any such arrangements would need to be
further negotiated and agreed at the relevant time if necessary.

Other key challenges to the Vicwest business are expected to be:

e ensuring that its new cloud-based video conferencing service (“natr’) reaches profitability
(see Section 3.3); and

e increasing its marketing and sales efforts to attract new customers in respect of its other
products and services.

Third Party Proposal

Under the Transaction Framework Agreement, if a proposal by a third party to acquire all the
shares of Vicwest is publicly announced at any time between the date on which the Scheme
Booklet is dispatched to Scheme Shareholders and the date on which the Scheme Meeting is
to be held, Vicwest must:

e ensure that Scheme Shareholders are provided with all information which is known to
Vicwest and which is material to the Scheme Shareholders’ consideration of the Scheme,
including any material information concerning the third party proposal;

e consult in a timely manner with ASIC in relation to the material information concerning the
third party proposal and the time by which such information is to be dispatched to Scheme
Shareholders prior to the date on which the Scheme Meeting is to be held; and

e take such steps as reasonably required to adjourn the holding of the Scheme Meeting to
allow the Scheme Shareholders at least 10 Business Days prior to the last date on which
proxies may be lodged with Vicwest in relation to the Scheme Meeting to consider the
material information concerning the third party proposal.

A summary of the Transaction Framework Agreement is contained in Section 9.7.

2012 Acquisition of Vicwest Shares by Bendigo Bank
In connection with the preparations for the Merger, Vicwest has become aware of a potential

breach of certain Corporations Act requirements in relation to Bendigo Bank’s acquisition of
Vicwest Shares in 2012.
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2.18

In short, the potential breach relates to the notice of meeting for the acquisition of the Vicwest
Shares by Bendigo Bank in 2012 not containing certain shareholder disclosure information
required under item 7 of Section 611 of the Corporations Act and under ASIC’s regulatory
guide for an acquisition of this nature.

The potential breach was inadvertent and came to light during the consideration of the Merger
by Bendigo Bank and Vicwest.

Bendigo Bank and Vicwest have notified ASIC of the potential breach. The Vicwest Directors
consider that the potential breach will be addressed as part of the implementation of the
proposed Merger. However, Vicwest Shareholders should refer to Section 11.5 to understand
better the circumstances surrounding the breach and the views of the Vicwest Board.

Other alternatives considered

Given the nature of the Vicwest business and its existing relationships with Bendigo Bank and
Community Telco Australia as described in Section 3 (Profile of Vicwest), the Vicwest
Directors consider that a Superior Proposal is unlikely to emerge, and none has arisen, since
Vicwest’s announcement on 22 February 2016 that it had executed a non-binding
Memorandum of Understanding with Bendigo Telco, Bendigo Bank and Community Telco
Australia to investigate potential entry into the Transactions (see Section 2.1).

Accordingly, the Vicwest Directors consider that the only real alternative to the Merger that is
available to Vicwest would be to continue operating as a stand-alone entity. For the reasons
described on page 11 onwards under the heading “Reasons to vote in favour of the Merger”,
the Independent Directors of Vicwest consider that the Merger is in the best interests of the
Vicwest Shareholders in the absence of a Superior Proposal.
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PROFILE OF VICWEST

3.1

3.2

Overview

Vicwest is a community-based telecommunication and internet service provision business,
providing retail and telecommunications products to business customers in the Western
Victoria region (principally the Geelong and Ballarat regions) and Melbourne.

A number of Vicwest’s customers have operations both locally and nationally.

Vicwest’s vision is to be the premier telecommunications solutions supplier in the Western
Victoria region.

Vicwest aims to do this by delivering professional and personal services which ensure a
profitable business, while also building a sustainable community asset which provides

competitive telecommunications, local employment and capital retention for the local
communities it services.

Operations and assets

Vicwest delivers its services from its head office in Geelong and also from its regional office in
Ballarat.

Vicwest has 15 staff under the CEO, Geoff Hutchinson.

Key staff include Gareth Hagebols (General Manager Products and Innovation, natr, Geelong)
and Chris Prehn (Business Services Manager, Ballarat).

Customer base
Vicwest targets all customers in the Western Victoria area.

Vicwest also focuses on building niche business customer segments, including health,
education, accountants and car dealerships.

Vicwest aims to integrate a number of services for each customer, thereby improving the
profitability and longevity of the relationship with the customer.

Service offering
Vicwest provides key products and services of traditional and IP telephony, data networks,
mobile voice and data services, managed conference solutions, broadband, data service

management and design, business telephony systems, network design and support.

In addition to the above, Vicwest also provides video conferencing services, phone system
sales cabling and installation work.

To provide these services, Vicwest adapts and/or resells infrastructure or products. For
example, Vicwest uses Bendigo Telco’s data centre and the Optus mobile network.

Vicwest also introduced a hosted video conferencing service in 2014 called “natr”. The service
uses Vidyo, which is a video hosting technology that provides high quality video conferencing
services over low bandwidth. With natr, Vicwest is targeting the health and education sectors.

The Vidyo natr platform was completed in February 2015. Vicwest purchases and hosts its
own platform for natr from Vidyo.
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3.3

3.4

Franchise model

To provide its services, Vicwest operates within a franchise model and supplies
telecommunications services sourced by its franchisor, Community Telco Australia.
Community Telco Australia is a wholly-owned subsidiary of Bendigo Bank.

Community Telco Australia is the franchisor of the community telco initiative started by
Bendigo Bank approximately 13 years ago. Community Telco Australia provides Vicwest with
the wholesale supply of telecommunication products and operating support services.

In addition, Vicwest also adapts its own services using the franchisor’s group data services
and suppliers’ infrastructure.

Vicwest pays Community Telco Australia a franchise fee to be part of the initiative and in
return, Community Telco Australia manages contracts with key suppliers and provides other
support services such as back office accounting, billing, provisioning and call centre support.

Key revenue streams and recent performance

Vicwest’'s main income streams are derived from sales of fixed line telephone services, mobile
telephone services, data services, telephone and video hardware and more recently cloud
based products and services, including video conferencing.

Its primary operating costs are cost of services, staff overheads and office operating
expenses, as well as the franchise fees it pays to Community Telco Australia referred to
above.

After several years of sustained growth income levels have flattened out in line with recent
industry trends, as fixed line revenues are reducing following the introduction of bundled
services and NBN in some areas. Please see section 3.6 below for the further information on
the recent financial performance of the business.

Vicwest has sought to respond to these challenges by selling more data services and
developing its own cloud-based video conferencing infrastructure called “natr” as referred to in
Section 3.2 above.

Over the last three financial years (2013, 2014 and 2015), Vicwest has delivered a consistent
modest profit (following its early years of start-up losses). However, it anticipates a trading
loss of approximately $368,000 for the 2016 financial year (excluding the costs of the Merger).

The current outlook over the next few years will see the continuing challenge of increasing
sales of data services and cloud-based product services (e.g. natr video) to offset downward
pressure on diminishing fixed line telephone services revenue.

Vicwest seeks to have major customers provide further sales growth as they expand their
services with Vicwest.

If the Merger does not proceed, the Vicwest Board believes its major challenges will be
ensuring that its new cloud-based video conferencing service reaches profitability and
increasing its marketing and sales efforts to attract new customers in respect of its other

products and services. See Section 2.15 for further details on the implications for Vicwest if
the Merger is not implemented.

Vicwest Board and senior management
(a) Vicwest Board

As at the date of this Scheme Booklet, the Vicwest Board comprises:
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Name

Position and Profile

Patrick Murnane

Chairman
Appointed November 2006
46 Years in the banking industry

Senior Manager, Business and Community
Engagement at Bendigo and Adelaide Bank

Committee Member of Committee for Geelong and
Director St Lawrence Housing Ltd

Member of Vicwest Finance Committee

Chair of Vicwest Remuneration Committee

Rod Payne
Bachelor of Law

Director

Appointed November 2006

Principal at Harwood Andrews Lawyers
Chair of Karingal Inc

Director of Geelong Connect Communities Ltd

Kevin Roache
LLB, B Com, CPA, FATI, FICD

Director
Appointed on November 2009
Chairman of Partners, Coulter Roache Lawyers

Committee Member, Committee for Geelong

James Sargeant

Director
Appointed November 2009
Transport Operator

Director of Sargeant Transport Services. Director of
Transport Tyres, Director of Western Victoria Crane
Trucks

Robert Glass
B Ec Dip Ag Sci, FCA

Director

Appointed on December 2009

Registered Company Auditor

Accountant, Crowe Horwath

Director, Fiona Elsey Cancer Research Institute

Member of Vicwest Finance Committee

Jonathan Selkirk
Bbus CA GAICD

Director
Appointed on March 2010
Chief Financial Officer, Selkirk Pty Ltd

Member of Vicwest Finance Committee

Justine Finlay

Director
Appointed on December 2009

Bachelor of Laws, Graduate Diploma in Notarial
Practice
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Name

Position and Profile

Managing Director of Wightons Lawyers

Chairperson of Bellarine Peninsular Community
Branch Ltd

Lyndelle Zuccolin
Bcom CPA

Director
Appointed on April 2013
Director — Just Add Colour Management Consulting

Member of Vicwest Remuneration Committee

Janelle Wehsack
Bcom

Director
Appointed on February 2014

Senior Manager, Retail Delivery of Bendigo and
Adelaide Bank Ltd

(b) Vicwest senior management

As at the date of this Scheme Booklet, the key members of Vicwest’'s senior management

comprise:

Name

Position and Profile

Geoff Hutchinson
Bcom, FCPA, AFAIM

Chief Executive Officer

Geoff has over 27 years of commercial management
experience at CEO/CFO level in organisations ranging
from large international and national public companies to
small start-ups. Concentrating on technology companies
over the last 15 years, Geoff provides a well-developed
understanding of business needs from a customer’s
perspective. Geoff has achieved success across a range
of industries including banking, finance, construction,
importing and technology in national and international
markets.

Gareth Hagebols

Manager Products and Innovation

Gareth has 20 years’ experience in the delivery of ICT
services, across a range of industries and environments.
This has included diverse and challenging roles in a
variety of industries and sectors including Government,
Private and Corporate. Gareth’s technical experience
includes video conferencing and telehealth, telephony and
unified communications, radio engineering and wireless
technologies, as well as having vast network and IT
infrastructure experience.

Christopher Prehn

Manager Business Solution

Chris has over 20 years’ experience as a senior
technician and communications consultant, with a sound
understanding of IT&T and experience in organisations
such as Queensland Rail, Rural Ambulance. Chris’s
primary role of Business Solution’s Manager provides
sales team management and a consultative solutions
approach to customer’s needs. The role includes
overseeing operational and customer service delivery
management to ensure business solutions, provide
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3.5

3.6

Name Position and Profile

benefits to customers and deliver improved customer
satisfaction.

Substantial shareholders

Based on the details contained in the Register as at the date of this Scheme Booklet, the
following persons have substantial holdings of Vicwest Shares:

Shareholder Number of Vicwest Shares | Voting interest at the time
of notice

Bendigo and Adelaide Bank | 1,555,504 (of 3,111,008 50%

Limited Vicwest Shares on issue)

Financial information

@)

(b)

Basis of presentation of historical financial information

The historical financial information below relates to Vicwest on a stand-alone basis and
accordingly does not reflect any impact of the Merger.

It is a summary only and the full financial accounts for the financial periods described
below, which include the notes to the accounts, can be found in Vicwest’s financial reports
for those periods.

Historical financial information

The summarised historical financial information set out below is extracted from Vicwest's
FY13, FY14 and FY15 annual reports, representing the last three audited full-year
financial periods reported by Vicwest before the date of this Scheme Booklet.

Also set out below is a summary of Vicwest’s historical financial information for the half-
year ending 31 December 2015 as extracted from Vicwest’s reviewed financial report for
the half-year ending 31 December 2015.

The financial information has been prepared in accordance with the recognition and
measurement requirements of the Australian Accounting Standards (including Australian
Accounting Interpretations) (AAS) adopted by the Australian Accounting Standards Board
(AASB) and the Corporations Act. The financial information also complies with the
recognition and measurement requirements of International Financial Reporting
Standards and interpretations issued by the International Accounting Standards Board.
The audit and review opinions in these financial reports were issued by PPT Audit Pty Ltd
and were unqualified. Included within each of the FY13, FY14 and FY15 audit reports was
an emphasis of matter regarding the fact there is inherent uncertainty regarding the ability
for Vicwest to continue as a going concern without the continued support of its financiers.
These audit reports also each included an emphasis of matter regarding the recoverability
of intercompany loans payable to the Vicwest parent entity by its subsidiaries which
eliminate upon consolidation.

The financial information presented in the tables below does not represent complete
financial statements and should therefore be read in conjunction with the financial
statements for the respective periods, including the description of accounting policies
contained in those financial statements and the notes to those financial statements.
Where appropriate, adjustments have been made to headings and classifications of
historical data to provide a consistent basis of presentation.
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A complete copy of Vicwest’s FY13 annual report, FY14 annual report, FY15 annual
report and H1FY16 Interim Financial Report can be requested from Vicwest, free of
charge, by contacting Geoff Hutchinson, CEO, on (03) 5228 0808.

(i) Historical Statements of Financial Position

| | 303un2013 30 Jun 2014 30 Jun 2015 31 Dec 2015

Audited Audited Audited Reviewed

Current assets

Cash and cash equivalents 610 322 168 166
Trade and other receivables 1,388 1,309 1,448 1,517
Prepayments 489 435 572 553
Inventories 101 114 105 141
Taxation - - - -
Total current assets 2,588 2,180 2,294 2,377
Non-current assets

Property, plant and equipment 73 78 225 201
Intangible assets 3,709 3,724 3,736 3,729
Deferred tax asset 0 - - -
Prepayments - - - -
Total non-current assets 3,781 3,802 3,960 3,930
Total assets 6,369 5,982 6,254 6,307

Current liabilities

Trade and other payables 1,626 1,217 1,473 1,688
Provisions 65 114 142 125
Taxation - - - -
Borrowings 9 9 - -
Total current liabilities 1,699 1,340 1,614 1,814
Non-current liabilities

Borrowing cost 25 16 - -
Provisions 47 14 16 20
Borrowings 3,500 3,500 3,450 3,450
Total non- current liabilities 3,572 3,530 3,466 3,470
Total liabilities 5,271 4,870 5,080 5,284
Net Assets 1,099 1,112 1,174 1,023
Equity

Issued capital 2,292 2,292 2,292 2,292
Reserves - - 14 17
Retained earnings (1,193) (1,180) (1,131) (1,286)
Total Equity 1,099 1,112 1,174 1,023

(ii) Historical Statements of Profit or Loss and other Comprehensive Income

| FY2013 FY2014 FY2015 H1 FY2016
$000 Audited Audited Audited Reviewed
Revenue 10,191 10,353 10,201 5,013
Costs of products sold (7,345) (7,467) (7,154) (3,547)
Gross profit 2,845 2,887 3,048 1,466
Other revenue 9 8 8 0
Salaries and employee benefit costs (1,469) (1,343) (1,501) (813)
Occupancy and associated costs 91) (95) (102) (54)
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General administration costs (1,201) (1,225) (1,219) (635)

Depreciation and amortisation costs (36) (39) (85) (70)
Advertising and promotion costs (16) (36) (16) (20)
System costs - (35) (53) (37)
Borrowing costs - (78) - -
Net profit before tax 42 44 80 (154)
Income tax expense - (0) - -
Profit/(loss) for the period 42 44 80 (154)

Other comprehensive income - - R R

Total comprehensive income for
the year 42 44 80 (154)

(i) Historical Statements of Cash Flows

FY2013 FY2014 FY2015 H1 FY2016

| Audited | Audited Audited Reviewed

Cash flows from operating activities

Receipts from customers 11,390 11,180 11,068 5,429

Interest paid - - - -

Payments to suppliers and employees (11,714) (11,376) (10,883) (5,391)
Income tax paid - - - -

Interest received 4 8 2 0
Net cash from operating activities (320) (188) 188 38

Cash flows from investing activities

Payment for intangible assets (30) (34) (39) (15)
Purchase of property, plant and

equipment (22) (35) (220) (26)
Proceeds from disposal of property, plant

and equipment 8 5 21 -
Net cash used in investing activities (44) (63) (237) (40)

Cash flows from financing activities

Proceeds from issue of shares

1,536 - - -
Proceeds from/(repayment of)
borrowings 992 9) (75) -
Dividends paid - (29) (29) R
Net cash used in financing activities 2528 (38) (104) )
Net cash movements during the year 2,164 (289) (153) 2
Cash and cash equivalents at the
beginning of the year (1,554) 610 322 168
Cash and cash equivalents at the end
of the year 610 322 168 166

(c) Commentary on historical financial information

The trading results have been consistent for the FY13 to FY15 with Vicwest recording
modest profits in each of those years. However, these results would not have been
possible without the ongoing financial support of Bendigo Bank which has provided
interest free loan facilities totalling $3,500,000 to cover loans inherited when Vicwest took
over the operations of its two subsidiaries, BCE and GCT, in FY10. The amount
outstanding under the loan facilities was reduced by Vicwest by $50,000 in June 2015.

In FY13 to FY15 Vicwest has concentrated on maintaining and building its core business

of providing telecommunication and data management systems to a range of business,
both large and small across western Victoria.
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(d)

However, the rapidly evolving telecommunications marketplace has necessitated Vicwest
having to look beyond its core business if it is to continue to grow. In the last 2 years an
opportunity has arisen to provide high quality video conferencing facilities to the health
sector in particular. During this period Vicwest has made a significant investment
developing a video conferencing platform known as “natr” which is now being marketed
Australia wide, in particular to the health industry. The loss in the 6 months to 31
December 2015 was predominately due to the ongoing investment in infrastructure and
staff required to support the ongoing development and marketing of natr, which is being
well received. However, due to the prevailing general economic conditions, the uptake of
natr has been slower than initially anticipated.

Vicwest has operated since its incorporation under the franchise agreements originally put
in place between Community Telco Australia and Vicwest’s two subsidiaries, Ballarat
Community Enterprises Pty Ltd and Geelong Community Telco Pty Ltd. Included with
these agreements, have been incubation agreements whereby Community Telco Australia
has provided accounting support to the Vicwest group. Since FY13, the total of the
franchise fees and incubation fees paid by Vicwest to CTA have been in the vicinity of
$750,000 to $800,000 annually.

Also included in the results summarised above is a share of the revenue generated by
Community Telco Australia in providing telecommunication services to Bendigo Bank in
the western Victorian region. On average this revenue has been approximately $600,000
per annum.

The Vicwest management team under Chief Executive Officer, Geoff Hutchinson, has
continued to review the position of Vicwest in the market place and continues to
implement strategies which seek to set up Vicwest group for continued growth.

Operationally since FY15, Vicwest has been cash flow positive, but the ongoing
investment in natr and other infrastructure has reduced the cash reserves of Vicwest.
However, this investment has been made to seek to secure the long term success of the
group and to underpin future revenue streams.

Material changes in Vicwest’s financial position since 31 December 2015

The latest published financial report for Vicwest is the HLFY16 Interim Financial Report. A
copy of this report can be requested from Vicwest, free of charge, by contacting Geoff
Hutchinson, CEO, on (03) 5228 0808.

To the knowledge of the Vicwest Board, and except as disclosed elsewhere in this
Scheme Booklet, the financial position of Vicwest has not changed materially since 31
December 2015, except that:

(i) Vicwest has traded profitability in the last three years, relying on existing loan facilities
provided by Bendigo Bank. However the costs of the Merger (estimated to be
approximately $620,000) have placed a significant strain on Vicwest’s cash reserves.
A breakdown of the costs of the Merger is contained in Section 11.9. To assist,
Bendigo Bank has provided additional debt finance of $350,000 (see Section 11.6).
The costs of the Merger will be met by the additional debt finance of $350,000,
existing cash reserves of Vicwest and a delay or reduction in franchise payments to
Community Telco Australia. However, if the Merger does not proceed, it is expected
that Vicwest will require additional financial support from Bendigo Bank and a change
of trading terms with Community Telco Australia to assist with cash flow. Vicwest has
already approached Bendigo Bank and Community Telco Australia on this basis.
However, any such arrangements would need to be further negotiated and agreed at
the relevant time if necessary;

(ii) since 31 December 2015, there has been a continued slower than budgeted uptake of
natr, which has had an impact on the trading results of Vicwest;
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(iif) based on current management accounts and expectations, Vicwest currently

anticipates a trading loss of approximately $368,000 for the 2016 financial year
(excluding the expenses of the Merger referred to above of approximately $620,000);

(iv) whether there will be any change to the carrying value of Vicwest’'s goodwill for the

v)

purposes of the 2016 full financial year accounts will need to be assessed and
determined at the time of finalisation of the financial accounts for the 2016 financial
year.

At the present time, the Vicwest Board expects that there are essentially two potential
scenarios in relation to the carrying value of goodwill for the purposes of the 2016 full
financial year accounts.

First, if the Merger proceeds, the Vicwest Board does not expect that any change to
the carrying value of Vicwest’s goodwill would be required, as Vicwest would be
acquired by Bendigo Telco and continue to operate on substantially the same basis
as it does today, together with the anticipated additional benefits expected to occur if
it becomes part of the Merged Group.

Secondly, if the Merger does not proceed, the Vicwest Board does not currently
anticipate that it would necessarily need to write down the carrying value of goodwill
for the purposes of the 2016 full financial year accounts. However, at the relevant
time, the Vicwest Board would need to assess the ongoing outlook for the business
and whether there is any expectation of a potential decline in future profitability.

If the Merger does not proceed, the Vicwest Board would consider pursuing
alternative arrangements for the business, including additional borrowing to fund the
growth of the business, new capital from shareholders and investigating other
alternative arrangements with Bendigo Bank and CTA.

The views above are the expectations of the Vicwest Board as at the date of this
Scheme Booklet and are subject to preparation and audit of the Vicwest 2016 full
financial year accounts following the Scheme Meeting in due course.

The Vicwest Board notes that the Independent Expert currently believes that there is
potential for impairment of Vicwest’s goodwill given its trading results (see page 51 of
the Independent Expert’s Report).

The Vicwest Board intends to further consider the likelihood of the company needing
to write down the carrying value of goodwill for the purposes of the 2016 full financial
year accounts in the lead up to the Scheme Meeting when more information is
expected to be available. The Vicwest Board will provide a further update to Vicwest
Shareholders on this issue in advance of the Scheme Meeting in due course; and

Vicwest has included a provision in its management accounts for $47,000 relating to a
bill in excess of this amount that was accrued by one of its customers as a result of
the customer’s phone system being hacked. The customer has made an insurance
claim so Vicwest may be able to recover this amount but the outcome of the claim is
yet to be determined.

Further information regarding Vicwest'’s financial performance is set out in the
Independent Expert’s Report, which forms Annexure A to this Scheme Booklet.

If Vicwest becomes aware of any material change to its financial position after the
Scheme Booklet has been despatched to Vicwest Shareholders, Vicwest will prepare a
supplementary explanatory statement disclosing such material change and, depending on
the date that Vicwest becomes aware of such material change, either post it to Vicwest
Shareholders or provide it to the attendees at the Scheme Meeting prior to the Scheme
Resolution being voted on. The supplementary explanatory statement will also be lodged
with ASIC in accordance with Vicwest’'s ongoing continuous disclosure obligations.
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3.8

3.9

3.10

Capital Structure

As at the date of this Scheme Booklet, Vicwest has 3,111,008 fully paid ordinary shares on
issue.

Bendigo Telco does not have a Relevant Interest in any of the above shares as at the date of
this Scheme Booklet and, accordingly, does not have any voting power in Vicwest.

Share Trading History

No Vicwest Shares were sold in the 6 months immediately before the date on which this
Scheme Booklet was lodged with ASIC.

Relevant Interests of Vicwest Directors
(@) Relevant Interests in Vicwest Shares

The following table lists the Relevant Interests of the Vicwest Directors in Vicwest Shares
as at the date of this Scheme Booklet:

Director Executive or Non- Relevant Interest in Vicwest
Executive Shares

Pat Murnane Non-executive 20,000 shares — Direct

Rod Payne Non-executive 100,000 shares — Indirect

(Gheringhap Properties Pty Ltd)

10,000 shares — Indirect (Linrod
Holdings Pty Ltd)

Robert Glass Non-executive 20,000 shares — Indirect (Scriba
Holdings Pty Ltd)

Kevin Roache Non-executive 4,000 shares — Direct

James Sargeant Non-executive 20,000 shares — Direct

Justine Paige Finlay Non-executive 10,000 shares — Indirect (as

(together with Murray trustees of the estate of FED

Pegq) Buckley)

(b) Relevant Interests in Bendigo Telco Shares
As at the date of this Scheme Booklet, none of the Vicwest Directors have a Relevant
Interest in Bendigo Telco Shares.

Conflicts of interests and establishment of an Independent Board Committee

Two of Vicwest’s Directors, namely Mr Patrick Murnane and Ms Janelle Wehsack are also
employees of Bendigo Bank.

Bendigo Bank has certain interests in the implementation of the Merger, including as 50%
shareholder of, and lender to, Vicwest, a 19.4% shareholder of Bendigo Telco and 100%
owner of Community Telco Australia.

An Independent Board Committee comprising all Vicwest Directors except Mr Murnane and
Ms Wehsack has been established to oversee all aspects of the consideration and
implementation of the Merger.

The Independent Board Committee has convened as a separate sub-committee of the
Vicwest Directors throughout the consideration and implementation of the Merger.
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To avoid any potential conflict of interest, Mr Murnane and Ms Wehsack have not been
present at or participated in or voted on, any consideration by the Independent Board
Committee of the Merger or related matters.

The Vicwest Directors have also adopted a set of protocols for managing any potential
conflicts of interest for the purposes of the Merger.

No Pre-Transaction benefits

During the period of four months before the date of this Scheme Booklet, neither Vicwest nor
any associate of Vicwest gave, or offered to give, a benefit to another person which was likely
to induce the other person, or an associate of the other person to:

(a) vote in favour of the Scheme and/or Amending Resolution; or
(b) dispose of Vicwest Shares,

and which will not be provided to all Scheme Shareholders under the Scheme.

Benefits in connection with the Merger or retirement from office
Except as disclosed in this Scheme Booklet:

(&) no payment or other benefit is proposed to be made or given to any director, company
secretary or executive officer of Vicwest (or its Related Bodies Corporate) as
compensation for the loss of, or as consideration for or in connection with his or her
retirement from office in Vicwest or any of its Related Bodies Corporate in connection with
the Merger;

(b) there are no contracts or arrangements between a Vicwest Director and any person in
connection with or conditional upon the outcome of the Merger; and

(c) no Vicwest Director has any interest in relation to the Merger other than in their capacity
as a Vicwest Shareholder.

As at the date of this Scheme Booklet executive officers of Vicwest (or its Related Bodies
Corporate) will continue to hold office in the Merged Group. However, the company secretary
of Vicwest will cease to hold office in the Merged Group on the Implementation Date.

As described in Section 5.2(c), two current directors of Vicwest, namely Rod Payne and
Jonathan Selkirk, will join the board of the Merged Group following implementation of the
Merger.

In connection with the Merger, Harwood Andrews (a firm of which Director Rod Payne is a
Principal) and Crowe Horwath (a firm of which Director Robert Glass is a Consultant) will be
paid fees of approximately $18,182 and $8,600 respectively (excluding GST) for the provision
of professional legal and tax services for the purposes of the Merger respectively.

In terms of director remuneration, it is noted that at the October 2007 annual general meeting
of Bendigo Telco, the Bendigo Telco Shareholders approved a payment of $15,000 per
Bendigo Telco Director for each full year of service from 1 July 2007 onwards.

Current Vicwest Director, Pat Murnane, is also expected to be engaged by Bendigo Telco in a

consulting role following implementation of the Merger. The terms are yet to be agreed but will
be on arm’s length terms.
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Litigation

As at the date of this Scheme Booklet, Vicwest is not aware of any material contractual
dispute or litigation matters in respect of Vicwest, including with customers or other third
parties.

Continuous disclosure

Vicwest is a “disclosing entity” for the purposes of the Corporations Act and is subject to
periodic reporting and continuous disclosure obligations.

Pursuant to the Corporations Act, Vicwest is required to prepare and lodge with ASIC annual
financial statements accompanied by a statement and report from the Vicwest Directors and
an audit or review report.

In addition, Vicwest is required to lodge various documents with ASIC, copies of which may be
obtained from, or inspected at, ASIC offices. Information is also available on Vicwest’'s website
www.communitytelco.com.au.
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PROFILE OF BENDIGO TELCO

4.1

4.2

4.3

Overview

Bendigo Telco is an NSX listed company. Bendigo Telco is a broad based business providing
telecommunications and data management services to customers located throughout
Australia.

Bendigo Telco was founded in 1999 by the Bendigo Bank and a group of Bendigo based
enterprises who were seeking to improve their options for the supply of telecommunications
services. The company adopted a philosophy based on the Community Bank® model which
led to Bendigo Telco becoming part of the Community Telco Australia franchise model of
which Vicwest currently remains the last franchise.

In 2014 Bendigo Telco underwent significant restructuring in order to position the company to
address a truly national market with both its business and consumer products.

Recent performance

For the year ended 30 June 2015, the consolidated profit of Bendigo Telco amounted to
$1,126,650, after providing for income tax. Despite recording a decrease from the results
reported in 2014, Bendigo Telco has been able to maintain a consistent revenue base whilst
improving cost efficiencies resulting in an improved gross margin from the previous year.

The decrease in profit for 2015 was predominately a result of Bendigo Telco investing in three
key areas; staff, infrastructure and sales/marketing. The rapidly evolving telecommunications
marketplace has mandated this investment in order to establish a platform for sustainable
growth over the short to medium term. In addition, the profit has been affected by a number of
one-off transactions relating to the company’s restructure including costs associated with the
migration of services to a new billing system whereby two systems were operating in parallel
for a period of time as well as costs associated with the restructuring of the management team
to support the new direction of the group.

The net assets of Bendigo Telco at 30 June 2015 amounted to $5,851,586 representing a
growth of $25,515 over the previous year. As at 30 June 2015, Bendigo Telco has strong
working capital with current assets exceeding current liabilities by $1,860,809.

Bendigo Telco delivered a net profit after tax for the six months to 31 December 2015 of
$427,726. The net assets of Bendigo Telco were $5,704,780 at 31 December 2015. Bendigo
Telco maintained good working capital, with current assets exceeding current liabilities by
$1,323,639 as at 31 December 2015.

Overview of operations and assets

Bendigo Telco is a reseller of telecommunication services. Bendigo Telco’s service offering
has grown from basic telephony into a range of sophisticated data networking and information
technology cloud services, including; data centre services, technical support services,
broadband internet, mobile phone, wholesale data products, supply and installation of
telephone systems, and data cabling.

Recently, Bendigo Telco has made significant investments to replace some of the ageing core
network infrastructure with more efficient, scalable equipment that are expected to deliver
improved redundancy and cost efficiencies for Bendigo Telco into the future.

Since leaving the Community Telco Australia franchise model in October 2014, Bendigo Telco
has changed its name from Bendigo Community Telco Limited to Bendigo Telco Limited and
undergone associated corporate rebranding. It has also acquired a new business, McPherson
Media Pty Ltd (now called BCT Shepparton Pty Ltd but still utilising the trading name
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McPherson Media), a small internet service provider located in Shepparton, Victoria. The
acquisition has greatly expanded the range of locally supported telecommunication products
that Bendigo Telco can offer in the Shepparton region.

Bendigo Telco now has a number of direct wholesale agreements with suppliers including
AAPT, NBNCo, Telstra and M2.

Bendigo Telco’s strategy is to be a principal provider of telecommunications services to both
small and medium enterprises.

Bendigo Telco’s major customer is Bendigo Bank. Bendigo Telco has a number of contractual
arrangements in place to provide telecommunications services to Bendigo Bank. As noted in
Section 9 of this Scheme Booklet, certain ancillary transactions will be undertaken by Bendigo
Bank, Vicwest and Bendigo Telco to give efficacy to the Merger. This includes Bendigo Bank
and Bendigo Telco entering into a new managed wide area network services agreement
under which Bendigo Telco will supply wide area network services and certain related
services to Bendigo Bank for a 5 year term commencing on 1 January 2017.

In 2015, Bendigo Telco implemented a new sales strategy with a particular focus on industry
verticals; financial services, retail and health. Bendigo Telco has identified these target
industries as a good fit for the types of products and services that it offers and has already
yielded new business with more in the pipeline.

Bendigo Telco has and will continue to invest in infrastructure to secure its long-term success.

In particular, investment in cloud and national networks will continue to be made in future
years as these services underpin Bendigo Telco’s key revenue streams.

Bendigo Telco board and senior management
(a) Bendigo Telco Board

As at the date of this Scheme Booklet, the Bendigo Telco Board comprises:

Name Position and Profile

Donald Erskine Chairman

Mr Erskine was appointed as a director on 16 March
2000.

Mr Erskine is trained as a mechanical engineer. He is
Managing Director of Industrial Conveying (Aust.) Pty
Limited which was formed by Mr Erskine in 1979 and

DJE Investments Pty Ltd (Yourland Developments).

His previous appointments include non-executive
Director of Bendigo Bank and a member of the Bank’s
Credit, IT Strategy and Property Committees, Director
of North West Country Credit Union Co-op Ltd,
Director of Coliban Water, Director of Community
Telco Australia and Director of Bendigo Economic
Development Committee, Chairman of Australian
Technical College and Director of Bendigo Regional
Institute of TAFE.

Robert Hunt Director

Mr Hunt was appointed as a director on 23 November
1999.

Mr Hunt retired as Managing Director of Bendigo and
Adelaide Bank on 3 July 2009 after 21 years as Chief
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Position and Profile

Executive Officer.

Mr Hunt is the architect of the Community Bank®
model, and has been instrumental in the development
of a range of Community Enterprise and Engagement
models, now utilised by communities across Australia
to provide key infrastructure and essential services
through local commercial structures.

Mr Hunt continues his involvement in a number of
community organisations and enterprises across
Victoria.

Graham Bastian

Director

Mr Bastian was appointed as a director on 1 May
2002.

Mr Bastian worked as a civil engineer with a private
firm of surveyors and engineers until entering teaching.
Following a period as an educational consultant
focused on assisting schools in the effective use of
computers, Mr Bastian became the Principal of
Charlton College. He then became the Regional
Principal Consultant for Bendigo, the Principal of
Golden Square Secondary College and recently retired
as Principal of Bendigo Senior Secondary College.

Since this career change, Mr Bastian has been
providing consultancy services to the Department of
Education Central Office as well as many schools
across the state. In addition, he serves as an
independent member of the Audit Committee of the
City of Greater Bendigo.

Michelle O’Sullivan

Director

Ms O’Sullivan was appointed as a director on 23 June
2011.

Ms O’Sullivan has had experience on various boards
including, Loddon Mallee Women’s Health and the
Bendigo Street Surfer Board. Ms O’Sullivan was a
committee member of the Bendigo Law Association
Inc. and a past president of the Bendigo Law
Association Inc. She is currently a director of
Rochester and Elmore District Health Services.

Andrew Watts

Director

Mr Watts was appointed as a director on 12 February
2014.

Mr Watts joined Bendigo and Adelaide Bank in 1994
and has held various senior positions. He has been a
member of Bendigo and Adelaide Bank’s Executive
Committee for 7 years.
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(b) Bendigo Telco senior management

As at the date of this Scheme Booklet, the key members of Bendigo Telco’s senior

management com pl’iSEZ

Name

Position and Profile

Jeff Jordan

Chief Executive Officer

Mr Jordan brings a wealth of international business and
technology experience to Bendigo Telco — with a focus on
the needs of Financial Institutions. Mr Jordan’s early work
was with Olivetti Corporation where he was responsible
for the implementation of technology systems for the
banking and finance industry. Mr Jordan gained further
experience with Corillian Corporation in the deployment of
internet-based banking systems. Later Mr Jordan joined
S1 Corporation, a global provider of payments systems
and financial services software where he established new
overseas markets for the company in Asia Pacific, with a
special focus on the Australian banking sector. He was
hired by worldwide ICT services company Getronics as
Vice President, Sales, and was also VP Sales for Sales
Vision Corporation where he was responsible for sales to
banks and credit unions in USA West Coast and ASPAC
regions. Mr Jordan’s background has spanned both the
technical and sales areas and he has broad experience in
the USA, Asian and Australian marketplaces.

Jim Nielsen

Chief Operating Officer

Mr Nielsen is responsible for Bendigo Telco’s PCI DSS
compliance certification program, and has led the
business through three successful PCI DSS certifications.
Prior to joining Bendigo Telco, Mr Nielsen worked for a
number of prominent companies including National Mutual
— one of the first non-bank financial institutions in
Australia. Mr Nielsen was one of the initial Australian
employees of Synoptics Communications — a Silicon
Valley based leader in 10BaseT technology. Mr Nielsen
moved to the USA to continue his career with Synoptics
as Manager of Technical Support — Asia. After SynOptics
merged with Wallfleet Corp to become BayNetworks, Mr
Nielsen moved into a Product Management role,
responsible for ATM products. Later, Jim joined FORE
Systems, as Director of Marketing for LAN products.
Whilst with Bay Networks and FORE Systems Mr Nielsen
participated in many international networking forums,
delivering the companies positioning and meeting with
their largest customers. Later, Mr Nielsen joined a classic
Silicon Valley ‘start-up’ called FVC.COM as VP Marketing.
Mr Nielsen was a key part of FVC’s successful public
offering on the NASDAQ stock exchange. Mr Nielsen has
worked with all major networking technologies and is
experienced at working with end users, manufacturers
and investors alike.

Adam Murdoch

Chief Technology Officer

Mr Murdoch has more than fifteen years’ experience
working in IT Management & Strategy positions in the
Financial Services sector (RegionalOne Credit Union and
Goulburn Murray Credit Union). Prior to Bendigo Telco, Mr
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Name

Position and Profile

Murdoch ran a successful business consulting to credit
unions on core banking migrations leading a number of
major credit union projects. He joined Bendigo Telco in
January 2008 as a Senior Account Manager focussing on
Bendigo Bank and was instrumental in the implementation
of data services for the Bank including an Australian wide
Virtual Private Network for Branch Banking and ATM
services. Mr Murdoch has a strong technical knowledge of
the business requirements that financial institutions have
for Networking and Cloud solutions. Mr Murdoch utilises
his in-depth industry knowledge to enable Bendigo Telco
to expand its vast range of products and services.

Jason Sim

General Manager Sales & Marketing

Mr Sim brings more than thirteen years sales
management experience to Bendigo Telco. He has a
proven ability to develop and lead a sales team while
building a positive and enthusiastic culture. Mr Sim
developed his skills as a general manager of sales in the
ultra-competitive world of luxury vehicle sales. His various
management roles have seen him responsible for all
aspects of sales and marketing while leading a team of
over sixty staff. Mr Sim is passionate about developing
lasting customer relationships based on trust, exceptional
customer service and outstanding communication. A
Bendigo local, Mr Sim has a real passion for our
community and completed his education with a Bachelor’s
Degree at Latrobe University.

Corporate governance

Bendigo Telco is committed to high standards of corporate governance. This commitment
applies to the conduct of its business dealings with its customers and its dealings with its
shareholders, employees, suppliers and the community.

The board of Bendigo Telco has adopted the following corporate governance policies. The
policies may be viewed on Bendigo Telco’s website www.bendigotelco.com.au:

(a) a board charter which outlines the responsibilities of the board by formalising and
disclosing functions reserved to the board and those delegated to management;

(b) an audit committee charter and the appointment of the audit committee as a sub-
committee of the board. The members of the audit committee are Graham Bastian,
Andrew Watts and Don Erskine;

(©) a share trading policy which outlines directors and employees obligations in trading in
its securities. The policy restricts directors and employees from acting on material
information until it has been released to the market and adequate time has been given
for this to be reflected in Bendigo Telco’s share price;

(d) a remuneration policy which sets out the terms and conditions for the chief executive
officer and other senior managers. Don Erskine is the sole member of the
remuneration committee; and

(e) a continuous disclosure policy which complies with the obligations imposed by NSX
Business and Listing Rules and the Corporations Act. This policy requires immediate
notification to the NSX of any information concerning the group, of which it is aware or
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4.7

becomes aware, which is not generally available and which a reasonable person
would expect to have a material effect on the price or value of the group shares.

Substantial shareholders

Based on the details contained in the company register of Bendigo Telco as at the date of this
Scheme Booklet, the following persons have substantial holdings of Bendigo Telco Shares:

Shareholder Number of Percentage Shareholding
Bendigo Telco
Shares

Bendigo and Adelaide Bank Limited 1,112,146 19.36%

Erskine Investments Pty Limited 939,326 16.35%

Hunters Ridge Pty Limited 451,048 7.85%

Ron Poyser Administrators Pty 438,400 7.63%

Limited

Financial information
(a) Basis of presentation of historical financial information

The historical financial information below relates to Bendigo Telco on a stand-alone basis and
accordingly does not reflect any impact of the Merger.

It is a summary only and the full financial accounts for the financial periods described below,
which include the notes to the accounts, can be found in Bendigo Telco’s financial reports for
those periods.

(b) Historical financial information

The summarised historical financial information set out below is extracted from Bendigo
Telco’s FY13, FY14 and FY15 annual reports, representing the last three audited full-year
financial periods reported by Bendigo Telco before the date of this Scheme Booklet.

Also set out below is a summary of Bendigo Telco’s historical financial information for the half-
year to 31 December 2015 as extracted from Bendigo Telco’s reviewed financial report for the
half-year to 31 December 2015.

The financial information has been prepared in accordance with the recognition and
measurement requirements of Australian Accounting Standards (including Australian
Accounting Interpretations) (AAS) adopted by the Australian Accounting Standards Board
(AASB) and the Corporations Act. The financial information also complies with the recognition
and measurement requirements of International Financial Reporting Standards and
interpretations issued by the International Accounting Standards Board. The audit and review
opinions in these financial reports were issued by Andrew Frewin Stewart and were
unqualified.

The financial information presented in the tables below does not represent complete financial
statements and should therefore be read in conjunction with the financial statements for the
respective periods, including the description of accounting policies contained in those financial
statements and the notes to those financial statements. Where appropriate, adjustments have
been made to headings and classifications of historical data to provide a consistent basis of
presentation.

A complete copy of Bendigo Telco’s FY13 Annual Report, FY14 Annual Report, FY15 Annual
Report and H1FY16 Interim Financial Report can be found on the NSX website at
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www.nsxa.com.au or the ‘Shareholder information’ section of the Bendigo Telco’s website at

www.bendigotelco.com.au.

® Historical Statements of Financial Position

[ | 30un2013 30 Jun 2014 30 Jun 2015 31 Dec 2015

Audited

Current assets

Audited

Audited

Reviewed

Cash and cash equivalents 2,372 3,157 947 2,087
Trade and other receivables 1,568 1,010 1,527 1,025
Prepayments 765 681 1,375 1,592
Inventories 130 109 131 171
Taxation - - 25
Total current assets 4,835 4,957 3,980 4,900
Non-current assets
Property, plant and equipment 1,836 1,998 2,368 4,161
Intangible assets 1,536 1,525 1,506 1,411
Deferred tax asset 160 187 232 217
Prepayments - - - 295
Total non-current assets 3,532 3,710 4,106 6,084
Total assets 8,367 8,667 8,086 10,984
Current liabilities
Trade and other payables 2,490 1,960 1,392 2,500
Provisions 452 512 643 530
Taxation 59 223 84 -
Borrowings 88 - - 546
Total current liabilities 3,089 2,695 2,119 3,576
Non-current liabilities
Provisions 101 146 115 138
Borrowings - - - 1,565
Total non- current liabilities 101 146 115 1,703
Total liabilities 3,190 2,841 2,234 5,279
Net Assets 5177 5,826 5,852 5,705
Equity
Issued capital 3,484 3,484 3,533 3,533
Retained earnings 1,693 2,342 2,319 2,172
Total Equity 5,177 5,826 5,852 5,705
(ii) Historical Statements of Profit or Loss and other Comprehensive Income
FY2013 FY2014 FY2015 H1 FY2016
Audited Audited Audited Reviewed
Revenue 22,601 22,031 22,115 11,394
Costs of products sold (11,807) (11,241) (10,997) (5,410)
Gross profit 10,794 10,790 11,118 5,984
Other revenue 103 59 145 6
Salaries and employee benefit costs (4,712) (4,595) (5,298) (2,908)
Occupancy and associated costs (604) (619) (646) (372)
General administration costs (968) (817) (1,021) (511)
Depreciation and amortisation costs (947) (880) (2,033) (710)
Advertising and promotion costs (280) (162) (234) (89)
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System costs (1,469) (1,313) (733) (388)

Borrowing costs 277) (328) (697) (388)
Net profit before tax 1,640 2,135 1,601 624
Income tax expense (505) (543) (474) (196)
Profit/(loss) for the period 1,135 1,592 1,127 428
Other comprehensive income - - - -
Total comprehensive income for 1,135 1,502 1127 428
the year
(i) Historical Statements of Cash Flows

FY2013 FY2014 FY2015 H1 FY2016

Audited Audited Audited Reviewed

Cash flows from operating

activities

Receipts from customers 26,109 25,065 23,025 12,517
Interest paid (20) 2) - (42)
Payments to suppliers and (22,872) (21,867) (21,593) (9,749)
employees

Income tax paid (455) (406) (658) (291)
Interest received 32 59 106 6
Net cash from operating activities 2,804 2,849 880 2,441
Cash flows from investing

activities

Purchase of BCT Shepparton - - (596) -
Payment for intangible assets (176) (320) (283) (62)
Purghase of property, plant and (365) (731) (1,120) (457)
equipment '

Proceeds from disposal of property, 101 19 58 ;
plant and equipment

Net cash used in investing

activities (440) (1,032) (1,941) (519)
Cash flows from financing

activities

Repayment of finance lease (52) (88) - (209)
Dividends paid (709) (943) (1,149) (574)
Net cash used in financing

activities (761) (1,031) (1,149) (783)
Net cash movements during the year 1,603 786 (2,210) 1,139
Cash and cash equivalents at the

beginning of the year 768 2,371 3,157 947
Cash and cash equivalents at the 2371 3157 947 2086

end of the year

(c) Commentary on historical financial information

Bendigo Telco has recorded profits in FY13 to FY15. Bendigo Telco also delivered a net
profit after tax for the H1IFY2016 of $427,726.

The decrease in profit from FY14 to FY15 was predominately the result of the group,
investing in three key areas; staff, infrastructure and sales/marketing. The rapidly
evolving telecommunications marketplace has mandated this investment in order to
establish a platform for sustainable growth over the short to medium term. In addition, the
profit was affected by a number of one-off transactions relating to the company’s
restructure including costs associated with the migration of services to a new billing
system whereby two systems were operating in parallel for a period of time as well as
costs associated with the restructuring of the management team to support the new
direction of the group.
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Bendigo Telco has continued to reposition its revenue stream away from traditional fixed-
voice services through investments into the key growth areas of virtual private networks
and cloud services. Other major revenues continued to come from products such as data
centre services, technical support services, broadband internet, mobile phone, wholesale
data products, supply and installation of telephone systems, and data cabling.

In October 2014, Bendigo Telco acquired McPherson Media Pty Ltd (now named BCT
Shepparton Pty Ltd), a small ISP located in Shepparton, Victoria. The acquisition has
greatly expanded the range of locally supported telecommunication products in the
Shepparton region. BCT Shepparton Pty Ltd contributed $23,881 to the Bendigo Telco
profits during FY2015.

The management team was bolstered during FY15 with the appointments of Mr Jeffery
Jordan as Chief Executive Officer and Mr Jason Sim as General Manager, Sales &
Marketing. The management team continued to review the group’s operations during the
year and continue to implement strategies which will set the group up for continued
growth.

The net assets of the group increased by $25,515 from FY14 to $5,851,586 in FY15 and
were $5,704,780 for the HLFY2016. The group maintained strong working capital in FY15
with current assets exceeding current liabilities by $1,860,809. In the H1FY2016. Bendigo
Telco has maintained this good working capital, with current assets exceeding current
liabilities by $1,323,639.

Bendigo Telco continued to invest in infrastructure to secure its long-term success. In
particular, investment in Cloud and National Networks were made during H1FY16 as this
continues to underpin Bendigo Telco’s key revenue streams.

(d) Matters arising subsequent to the end of the 2015 financial half-year

Bendigo Telco is not aware of any material changes in the financial position of Bendigo
Telco and its Subsidiary since 31 December 2015, except as publicly disclosed on
Bendigo Telco’s NSX profile located on the NSX’s website at www.nsxa.com.au or in this
Scheme Booklet.

4.8 Capital Structure
(@) Bendigo Telco Shares

As at the date of this Scheme Booklet, Bendigo Telco has 5,745,322 fully paid ordinary
shares on issue, held as follows:

Shareholder Number of Bendigo Percentage
Telco Shares

Bendigo Bank (including 1,112,146 19.36%

Community Telco Australia)

Other Bendigo Telco Shareholders 4,633,176 80.64%

Total 5,745,322 100%

5,685,516 Bendigo Telco Shares are quoted on NSX. 59,806 Bendigo Telco Shares are
not quoted on NSX. These shares are currently escrowed in accordance with the Bendigo
Telco Employee Share Scheme.

(b) Trading history
Bendigo Telco Shares are listed on the NSX under the trading symbol “BCT”.

The chart below shows Bendigo Telco’s share price performance over the 6 months to 9
June 2016.
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Figure 1: Bendigo Telco’s Share Price over 6 months to 9 June 2016
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Legend:

e A = non-price sensitive announcements, (e.g. notification of change of directors
interest on 9 December 2015 and release of restricted shares under employee share
scheme on 1 March 2016 and quotation of additional securities following release of
certain employee staff shares on 2 May 2016); and

e PS = price sensitive statements.

The price sensitive statements included:

e a business combination notice on 16 February 2016;

¢ half year financial statements and an interim dividend notice on 19 February 2016;
and

¢ notification of entry into binding transaction documents with Vicwest, Bendigo Bank
and Community Telco Australia to give effect to the Transactions on 27 May 2016.

The recorded closing price for Bendigo Telco Shares on the NSX on 8 July 2016, the last
practicable trading day before the Scheme Booklet was lodged for registration was $2.04.

During the three months ended 8 July 2016:

(i) the highest recorded daily closing price for Bendigo Telco Shares was $2.05 from 22
February 2016 to 17 June 2016; and

(i) the lowest recorded daily closing price for Bendigo Telco Shares was $1.90 from 20
June 2016 to 22 June 2016.

The closing price of Bendigo Telco Shares on the NSX on 8 February 2016, the date of
trade before the Scheme was announced, was $1.99.
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(c) Dividend history

The table below sets out the dividends determined and paid by Bendigo Telco for the last

three financial years:

Year ended June (cps) 2014 2015 2016
Interim dividend 7.0 7.0 7.0

Final dividend 13.0 10.0 TBA
Full year dividend 20.0 17.0 TBA

For the financial year ended 30 June 2016, Bendigo Telco expects to determine a fully
franked final dividend of up to 75% of net profit after tax before the Implementation Date.
Vicwest Shareholders will not participate in this dividend.

(d) Employee Share Scheme

The Bendigo Telco Limited Employee Share Scheme (Plan) is based on the standard
form Tax Exempt Plan Rules “No Trust Version”. Under the Plan, Bendigo Telco may
offer Bendigo Telco Shares to eligible employees by invitation. No invitation has been
made in the current financial year.

Bendigo Telco Shares are acquired by eligible employees through salary sacrifice. The
Plan is operated on a non-discriminatory basis and participation is open to at least 75% of
permanent employees. Any Bendigo Telco Shares issued pursuant to the Plan are held
under a three year restriction during which time they cannot be traded.

No invitation can be made to an eligible employee if the total number of Bendigo Telco
Shares issued under the Plan, and Bendigo Telco Shares issued during the past 5 years
under any employee share scheme of Bendigo Telco, exceeds 5% of the total number of
issued Bendigo Telco Shares at the time the invitation is made.

(e) Rights attaching to, and ranking of, New Bendigo Telco Shares

The rights attaching to Bendigo Telco Shares are governed by the Bendigo Telco
Constitution, the Corporations Act and the common law. A broad summary of those rights
is set out below:

(i) General meetings

Each holder of Bendigo Telco Shares is entitled to receive notice of and to attend and
vote at all meetings of Bendigo Telco. They are entitled to be present and vote at
meetings in person, or by proxy, attorney or authorised representative.

(i) Voting
Each Bendigo Telco Share confers the right to vote at general meetings. On a show
of hands, each Bendigo Telco shareholder has one vote. On a poll, each Bendigo
Telco shareholder has one vote for each fully paid share held by the shareholder and
a fraction of a vote equivalent to the proportion which the amount paid is to the total
amounts paid and payable on the share.

(iii) Dividends

Bendigo Telco shareholders are entitled to receive dividends declared in respect of
ordinary shares in proportion to the number of Bendigo Telco Shares they hold. The
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dividend to be paid to the holder of a partly-paid share must not exceed that
proportion of the dividend to be paid to the holder of a fully-paid shares that the
amount paid up on the share bears to the total issue price of the share.

The directors may authorise the company to pay interim and final dividends as and
when they see fit.

(iii) Prohibited Shareholding Interest

A person must not have voting power in Bendigo Telco of 40% or more (Prohibited
Shareholding Interest). A person who has a Prohibited Shareholding Interest must
dispose of, or cause to be disposed of, as many of the shares so as to ensure that,
after the disposal, the person no longer has a Prohibited Shareholding Interest.
Bendigo Telco is authorised to dispose of these shares if the relevant shareholder
fails to dispose of these shares in accordance with the constitution. The voting and
dividend rights in excess of 40% are suspended.

(iv) Transfer of Bendigo Telco Shares

A Bendigo Telco shareholder may transfer all or any of the shares held by the
member to a third party, subject to formal requirements.

The Bendigo Telco board may refuse to register a transfer of shares in any
circumstances permitted by the NSX Listing Rules. The Bendigo Telco board must
refuse to register a transfer:

(A) during an applicable escrow period;

(B) if in the reasonable opinion of the Directors it is likely to lead to a person
holding a Prohibited Shareholding Interest; or

© in circumstances where it is required to do so by the NSX Listing Rules.
(v) Winding up

All Bendigo Telco Shares attract the right in a winding up to participate equally in the
distribution of the assets of the company, subject only to any amount unpaid on
shares.

If Bendigo Telco is wound up, the liquidator may, with the sanction of a special
resolution of the company divide among the members in kind all or any of the
company’s assets and for that purpose determine how the liquidator will carry out the
division between the members. The liquidator may also vest all or any of Bendigo
Telco’s assets in a trustee on trusts determined by the liquidator for the benefit of the
contributories.

A copy of Bendigo Telco’s constitution is available from Bendigo Telco on (03) 5454 5000
or by email to ken.belfrage@bendigotelco.com.au.

4.9 Relevant Interests of Bendigo Telco Directors
(a) Relevant Interests in Bendigo Telco Shares

The following table lists the Relevant Interests of the Bendigo Telco Directors in Bendigo
Telco Shares as at the date of this Scheme Booklet:
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4.10

4.11

Director Executive or Non- Relevant Interest in Bendigo
Executive Telco Shares

Donald Erskine Non-Executive 939,326 (16.35%) — Indirect (as
beneficiary of the Erskine
Investments Trust)

Robert Hunt Non-Executive 451,048 (7.85%) — Indirect
(Hunters Ridge Pty Ltd)

Graham Bastian Non-Executive 2,000 (0.03%) — Indirect
(Jeanette Bastian)

Michelle O’Sullivan Non-Executive 29,711 (0.52%) — Indirect (as
beneficiary of the DBM Trust)

Andrew Watts Non-Executive Nil

(b) Relevant Interests in Vicwest Shares

No Bendigo Telco Director has a Relevant Interest in Vicwest Shares as at the date of this
Scheme Booklet.

No Pre-Transaction benefits

During the period of four months before the date of this Scheme Booklet, neither Bendigo
Telco nor any associate of Bendigo Telco gave, or offered to give, a benefit to another person
which was likely to induce the other person, or an associate of the other person to:

(a) vote in favour of the Scheme and Amending Resolution; or

(b) dispose of Vicwest Shares,

and which will not be provided to all Scheme Shareholders under the Scheme.

Benefits in connection with the Merger or retirement from office
Except as disclosed in this Scheme Booklet:

(a) no payment or other benefit is proposed to be made or given to any director, company
secretary or executive officer of Vicwest (or its Related bodies Corporate) as
compensation for the loss of, or as consideration for or in connection with his or her
retirement from office in Vicwest or any of its Related Bodies Corporate in connection with
the Transactions;

(b) there are no contracts or arrangements between a Bendigo Telco Director and any person
in connection with or conditional upon the outcome of the Transactions; and

(c) no Bendigo Telco Director has a material interest in relation to the Transactions other than
in their capacity as a Bendigo Telco Shareholder.
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4.12

4.13

Litigation

As at the date of this Scheme Booklet, Bendigo Telco is not aware of any material contractual
dispute or litigation matters in respect of Bendigo Telco, including with customers or other
third parties.

Continuous disclosure

As an NSX listed company and a “disclosing entity” under the Corporations Act, Bendigo
Telco is subject to regular reporting and disclosure obligations. Among other things, these
obligations require Bendigo Telco to announce price sensitive information to the NSX without
delay, subject to some exceptions. Bendigo Telco has complied with its continuous disclosure
obligations at all times.

Pursuant to the Corporations Act, Bendigo Telco is required to prepare and lodge with ASIC
and NSX both annual and half-yearly financial statements accompanied by a statement and
report from the Bendigo Telco directors and an audit or review report. Copies of each of these
documents can be obtained (free of charge) by contacting Bendigo Telco on
WWW.Nnsxa.com.au.

ASIC also maintains a record of documents lodged with it by Bendigo Telco, and these may
be obtained from, or inspected at, any office of ASIC. Information is also available on Bendigo
Telco’s website at www.bendigotelco.com.au.

Bendigo Telco’s continuous disclosure notices to the NSX after lodgement with the NSX of its
financial statements for the year ended 30 June 2015 on 27 August 2015 and before the
lodgement for registration of this Scheme Booklet by ASIC are listed in the table below.

Date Announcement

27 May 2016 Merger Implementation Deed

27 May 2016 Announcement of Merger

2 May 2016 Quotation of additional securities

1 March 2016 Release restricted securities issued under employee share scheme

19 February 2016 Interim dividend notice

19 February 2016 Form 2a interim financial statements

19 February 2016 Half Year financial statements

16 February 2016 Business combination

9 December 2015 Notice of change in Director’s interest in shares

21 October 2015 Company name change

21 October 2015 Results of AGM amended

20 October 2015

Results of AGM

11 September 2015

Proxy form

11 September 2015

Notice of annual general meeting

11 September 2015

Concise annual report 2015

27 August 2015 Chairman and CEO report
27 August 2015 Final dividend notice

27 August 2015 Form 2a financial report 2015
27 August 2015 Financial statements 2015

Bendigo Telco’s recent announcements are available from the NSX’s website at
www.nsxa.com.au. Further announcements concerning Bendigo Telco will continue to be
made available on this website after the date of this Scheme Booklet.
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5 PROFILE OF THE MERGED GROUP

5.1 Ancillary Transactions
In connection with the Merger, certain ancillary transactions will be undertaken. These
transactions are described in detail in Section 9. In particular, Bendigo Telco will be acquiring
Community Telco Australia’s managed telecommunications customer business pursuant to
the Business Sale Agreement. This Section and the description of the Merged Group
therefore includes this business.

5.2 Overview of the Merged Group

Implementation of the Transactions is expected to result in the combination of three highly
complementary businesses to create a leading regional telecommunications provider.

The scale of the Merged Group’s network and product suite is expected to present an
enlarged addressable market inclusive of corporate and personal customers across regional
Victoria.

The Transactions are also expected to provide the Merged Group with an enlarged network of
customers, which should enhance its ability to offer product and services to its 4,700
customers.

In addition to a larger combined product offering, the Merged Group is expected to generate
value for Vicwest and Bendigo Telco shareholders and the local communities in which the
Merged Group will operate, with identifiable cost-out opportunities and potential revenue
synergies.

(a) Revenue synergies

Implementation of the Transactions will result in the following:

(i) provision of services to a broader market with opportunities to gain greater reach within
these market sectors. The Merged Group will have a presence throughout Victoria,

Queensland and Tasmania, as well as broader access throughout Australia;

(ii) provision of an enhanced product offering across the broadened market. A wider service
range will be available across all of the market sectors; and

(i) ability to create efficiencies that will allow a competitive market offering.

(b) Cost Synergies

Implementation of the Transactions is expected to result in the following cost synergies:

(i) enhanced utilisation of existing infrastructure and resources to avoid cost duplications. It is
expected that the Merged Group will benefit from the sharing of knowledge and technical
expertise as well as the further utilization of existing infrastructure and systems;

(ii) the Merged Group will be expected to unlock value through certain operational cost
savings and a reduction in corporate costs which would not otherwise be available to
either company on a stand-alone basis. This will include the removal of the franchise fee
currently incurred by Vicwest with the costs associated with such services being absorbed

within the Bendigo Telco operations; and

(iif) provide the enlarged entity with improved buying power for services. The enhanced scale
of the Merged Group will attract greater interest from both suppliers and customers.
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Please note that there is a risk that synergies may not be realised at all or not realised to their
full extent, or that they may be realised over a longer period of time than anticipated. Further
detail regarding these risks is in Section 7 (Risk Factors).

(c) Strategy
The strategic objectives of Vicwest and Bendigo Telco are closely aligned.

Both organisations aim to provide highly competitive telecommunications prices and
exceptional service delivery to their regions.

The organisations also create jobs and economic value, and make significant direct financial
contributions to local community projects.

These objectives would continue with the Merged Group. They are also expected to be further
enhanced with the Merged Group being a larger and more sustainable community enterprise,
and also as a result of the proposed BEN4 Agreement between Bendigo Bank and Bendigo
Telco under which Bendigo Telco will supply wide area network services and certain related
services to Bendigo Bank for a 5 year term commencing on 1 January 2017 (see Section 9.5
for a summary of this proposed agreement).

Under the Merger, two current directors of Vicwest, namely Rod Payne and Jonathan Selkirk,
will join the board of the Merged Group. This will ensure appropriate ongoing representation

for the Bendigo, Shepparton, Geelong and Ballarat communities in relation to the Merged
Group.

Bendigo Telco’s intentions following implementation of the Scheme
(@) Overview

This Section 5.3 sets out Bendigo Telco’s intentions in relation to:

(i) the continuation of the business of Vicwest;

(i) any major changes to the business of Vicwest, including any redeployment of the
fixed assets of Vicwest;

(i) members of the Merged Group’s board of directors;
(iv) the future employment of the present employees of Vicwest; and
(v) the intended dividend policy for the Merged Group,
if the Scheme is implemented.
The statements of intention made in this Section 5.3 are based on the information
concerning Vicwest and the circumstances affecting the business of Vicwest that are
known to Bendigo Telco at the date of this Scheme Booklet. Final decisions on these
matters will only be made in light of all material information, facts and circumstances at
the relevant time if the Scheme is implemented. Accordingly, it is important to recognise
that the statements set out in this Section 5.3 are statements of current intention only,
which may change as new information becomes available or circumstances change.

(b) General review of business
If the Scheme is implemented, Bendigo Telco intends to continue the business of Vicwest

largely in its current form. Bendigo Telco intends to collaborate with Vicwest’s staff and
existing management team to optimise Vicwest’s prospects and operating performance.
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(©)

(d)

(e)

(f)

In order to achieve these outcomes, Bendigo Telco intends to undertake a review of
Vicwest’s business to verify (or identify any deviation from) Bendigo Telco’s understanding
of the information, facts and circumstances concerning Vicwest’s assets, strategies and
operations as at the date of this Scheme Booklet. Bendigo Telco will then work with
Vicwest’s staff and management team to determine how to further develop the Merged
Group’s business in order to maximise its operating performance.

While Bendigo Telco does not have any specific intentions in relation to this review or its
outcomes, the review may identify opportunities to optimise capital requirements and
returns and other opportunities to improve the business.

Business integration

Bendigo Telco has no current intention to make significant changes to Vicwest nor
redeploy any of Vicwest’s fixed assets or transfer any of Vicwest’s current businesses or
material assets.

Bendigo Telco and Vicwest’s existing businesses share some common requirements in
terms of infrastructure and operations. Through the integration of these businesses,
Bendigo Telco expects to achieve increased efficiency and synergy benefits over time.

Members of the Merged Group’s board of directors

In accordance with the Transaction Framework Agreement, Bendigo Telco will procure
that resolutions for the appointment of two nominees of Vicwest and one nominee of
Bendigo Bank as directors of Bendigo Telco are proposed at the Bendigo Telco
Shareholder Meeting. If those resolutions are passed, the Bendigo Telco board will
comprise 2 nominees of Bendigo Bank, 2 nominees of Vicwest and 4 nominees of
Bendigo Telco. See Section 5.4 for further information on the proposed board of the
Merged Group.

Further, under the Transaction Framework Agreement, Bendigo Telco will procure that
resolutions for the appointment of the above nominees as directors are proposed at the
Bendigo Telco Shareholder Meeting. If any such appointment is not approved, Bendigo
Telco will procure that the relevant nominee is appointed as a director of Bendigo Telco as
a casual appointee as soon as practicable after that meeting.

Employment of the present employees of Vicwest

Under the TFA, Bendigo Telco acknowledges and agrees that upon implementation of the
Merger:

(i) Vicwest will retain all its employees under their existing terms and conditions of
employment; and

(ii) Geoff Hutchinson will be employed by Bendigo Telco in an executive role on its
management team on terms and conditions that are not less favourable to him than
the existing terms and conditions of his employment with Vicwest.

All positions in the Merged Group will be reviewed as a part of implementation of the
Merger.

Dividend policy of the Merged Group

If the Scheme is implemented, Bendigo Telco intends that the Merged Group’s board of
directors will determine the dividend policy for the Merged Group having regard to its
profits, its financial position and an assessment of the capital required to grow its
businesses.

Bendigo Telco’s current dividend policy is to pay a maximum of 70% of net profit after tax.
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5.5

Board of directors and senior management of the Merged Group

In accordance with the Transaction Framework Agreement, Bendigo Telco will procure that
resolutions for the appointment of two nominees of Vicwest and one nominee of Bendigo
Bank as directors of Bendigo Telco are proposed at the Bendigo Telco Shareholder Meeting.

Assuming those resolutions are passed, following the Scheme the Bendigo Telco board will
be comprised as follows:

Name Position

Donald Erskine Non-Executive Chairman
Robert Hunt Non-Executive Director
Graham Bastian Non-Executive Director
Michelle O’Sullivan Non-Executive Director
Andrew Watts Non-Executive Director
Kevin Dole Non-Executive Director
Rod Payne Non-Executive Director
Jonathan Selkirk Non-Executive Director

Mr Jeff Jordan will be the Chief Executive Officer and Mr Jim Nielsen will be Chief Operating
Officer of the Merged Group.

Geoff Hutchinson will be employed by Bendigo Telco in an executive role on its management
team on terms and conditions that are not less favourable to him than the existing terms and
conditions of his employment with Vicwest. The remaining members of the Merged Group’s
senior management team have not been finalised at the date of this Scheme Booklet and will
be determined by the Merged Group’s board following completion of, and having regard to the
outcomes of, the general operational review described above.

Corporate structure following implementation of the Scheme

Bendigo Telco’s corporate structure following implementation of the Scheme is set out below.
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5.6

5.7

Figure 2: Post Merger Corporate Structure

Bendigo Telco Limited
ACN 089 782 203

|
BCT Shepparton Pty Ltd Vicwest Community Telco
ACN 004 522 785 Limited
ACN 140 604 039

Geelong Community Telco Pty Ballarat Community Enterprise
Ltd Pty Ltd
ACN 122 412 300 ACN 111 713 065

Capital Structure of the Merged Group

Bendigo Telco’s capital structure will remain unchanged as a result of the Scheme and the
Ancillary Transactions, other than for the issue of:

@) Bendigo Telco Shares to Scheme Shareholders in accordance with the Scheme and
Bendigo Telco Deed Poll; and

(b) Bendigo Telco Shares to Community Telco Australia in accordance with the Business
Sale Agreement.

Bendigo Telco will have 7,745,322 fully paid ordinary shares on issue following
implementation of the Scheme and the Ancillary Transactions (an increase of 2,000,000
shares, subject to rounding), held as follows:

Shareholder Number of Bendigo Telco Percentage
Shares
Bendigo Bank (including 2,362,146 30.50%

Community Telco Australia)

Vicwest Shareholders 750,000 9.68%
(excluding Bendigo Bank)

Current Non-Associated 4,633,176 59.82%
Bendigo Telco Shareholders

Total 7,745,322 100%

Financing arrangements
Bendigo Telco currently has two debt facilities provided by Bendigo Bank. They comprise an

overdraft facility to a maximum value of $0.5 million and a standard lease facility for
equipment to a maximum value of $2.182 million.
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5.8

If the Scheme is implemented, Bendigo Bank will provide a further loan in the amount of $3.8
million to Bendigo Telco pursuant to the Loan Agreement for the purpose of repaying the loan
from Bendigo Bank to Vicwest. The current Vicwest loan balance is $3.8 million. The balance
of the Vicwest loan facility will be reduced by $150,000 to $3.65 million immediately prior to
implementation of the Scheme, to reflect Bendigo Bank’s agreed share of the costs of the
Merger. Accordingly, Bendigo Telco will have a $3.8 million facility, initially drawn down to
$3.65 million to extinguish Vicwest’s current loan. The key terms of the loan facility are set out
in Section 9.4.

Following the implementation of the Transactions, Bendigo Telco’s total available debt
facilities will increase to approximately $6.4 million.

Risks associated with an investment in Bendigo Telco

The risk factors in this Section 5.8 are existing risks relating to Bendigo Telco’s business and
the industry in which it operates.

These risks will be relevant to Scheme Shareholders if the Scheme is implemented and will
continue to be relevant to the Merged Group:

(a) Lack of liquidity

The liquidity of Bendigo Telco Shares has historically been low. Accordingly there is a risk
that a shareholder may not be able to sell its Bendigo Telco Shares at a price acceptable
to it or at all.

(b) Competition

Bendigo Telco competes against telecommunications companies which have
considerable scale and market power. Bendigo Telco’s financial performance and
operating margins could be adversely affected by the actions of its competitors or if new
competitors enter the market.

(c) Reliance on major customer

Bendigo Bank is Bendigo Telco’s major customer and accounts for a significant amount of
its annual revenue. There is a risk that Bendigo Bank may change to another provider,
may reduce their volume or may not renew their contracts in the normal course of
business. This will have a significantly adverse effect on both the revenues and profits of
Bendigo Telco.

(d) Reliance on suppliers

Bendigo Telco relies on a number of key wholesale suppliers to provide its retail services.
The loss of a supplier may have an adverse effect on Bendigo Telco’s operations as
Bendigo Telco will need to seek an alternative wholesale supplier which could cause
delays or increased costs in the provision of its retail services.

(e) Reliance on key personnel
Bendigo Telco’s growth and profitability may be limited by the loss of key executive
management personnel, the inability to attract new suitably qualified personnel or by
increased compensation costs associated with attracting and retaining key personnel.

(f) Service failures
The performance of Bendigo Telco’s services is critical to its reputation and to its ability to
achieve market acceptance of its services. Any service failure or failure of a service to

meet a customer’s needs and requirements could have a material adverse effect on
Bendigo Telco’s business, results of operations and financial conditions.
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(h)

Operating costs

Bendigo Telco’s ability to operate profitably is dependent on a combination of the
scalability of its operations and the costs of its operating structure. Bendigo Telco has
continually sought to deliver improvements in operating margins through, among other
things, reducing operational expenses, however there is no guarantee that these
improvements can be maintained.

Technology changes
There is no guarantee that Bendigo Telco can effectively keep up with changes in

technological developments and any failure could result in Bendigo Telco finding it
increasingly difficult to compete.
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FINANCIAL INFORMATION OF THE MERGED GROUP

6.1

6.2

Overview

The Merged Group Pro Forma Historical Financial Information, reflecting the combined
businesses of Vicwest and Bendigo Telco (including the business to be acquired from
Community Telco Australia pursuant to the Business Sale Agreement) is set out in Section 6.4
below. It is presented to provide Vicwest Shareholders with an indication of the Merged
Group’s assets and liabilities as if the Merger had occurred at 31 December 2015.

The Merged Group Pro Forma Historical Financial Information is indicative only and does not
illustrate the financial position that may be contained in future Bendigo Telco financial
statements when the Merger is implemented.

The Merged Group Pro Forma Historical Financial Information should be read in conjunction
with the information contained elsewhere in this Scheme Booklet, including the risk factors set
out in Section 7, and also the accounting policies of Bendigo Telco as disclosed in its most
recent annual and half yearly financial reports.

Basis of preparation

With the exception of the key assumptions set out in Section 6.3, the Merged Group Pro
Forma Historical Financial Information has been prepared in accordance with the recognition
and measurement requirements of the Australian Accounting Standards (including Australian
Accounting Interpretations) (AAS) adopted by the Australian Accounting Standards Board
(AASB) and the Corporations Act. The financial information also complies with the recognition
and measurement requirements of International Financial Reporting Standards and
interpretations issued by the International Accounting Standards Board.

The Merged Group Pro Forma Historical Financial Information contained in Section 6.4 is
based on:

(a) Vicwest's reviewed historical consolidated statement of financial position as at 31
December 2015; and

(b) Bendigo Telco’s reviewed historical consolidated statement of financial position as at 31
December 2015,

adjusted for certain pro forma adjustments described in the notes to the pro forma historical
statement of financial position presented in Section 6.4.

The Merged Group Pro Forma Historical Financial Information is presented in an abbreviated
form and does not include all of the disclosures, statements and comparative information
required by the Australian Accounting Standards as they are applicable to financial reports
prepared in accordance with the Corporations Act.

The Merged Group Pro Forma Historical Financial Information is provided for illustrative
purposes and is prepared on the assumption that for the purposes of Merged Group Pro
Forma Historical Financial Information, the Scheme had been implemented on 31 December
2015.

This is not intended to reflect the financial position that would have actually resulted had the
Scheme (and other Transactions) been implemented on this date, or the results that may be
obtained in the future. If the Merger (and other Transactions) had occurred in the past,
Bendigo Telco’s financial position would likely have been different from that presented in the
Merged Group Pro Forma Historical Financial Information.
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6.3

Due to the nature of pro forma information, it may not give a true picture of the Merged
Group’s financial position. The Merged Group Pro Forma Historical Financial Information is
not represented as being indicative of Bendigo Telco’s views on its future financial position.

All amounts disclosed in the tables are presented in Australian dollars and, unless otherwise
noted, are rounded to the nearest thousand dollars.

BDO Corporate Finance (East Coast) Pty Ltd has been engaged as the Investigating
Accountant to prepare an Investigating Accountant’s Report on the Merged Group’s Pro
Forma Historical Financial Information. The Investigating Accountant’s Report is set out in
Annexure B. Vicwest Shareholders should note the scope and limitations of the Investigating
Accountant’s Report.

Key assumptions

The Merged Group Pro Forma Historical Financial Information has been prepared based on
the key assumptions set out below.

(a) Acquisition accounting — Fair value of identifiable assets and liabilities acquired

For the purposes of preparing the Merged Group Pro Forma Historical Financial
Information, it has been assumed that there will be no adjustments to the carrying
value of the Vicwest and Community Telco Australia identified assets and liabilities
acquired. In the event that any fair value adjustments are subsequently identified, this
will have an equal but opposite effect on goodwill arising on acquisition.

(b) Acquisition accounting — Other intangibles

For the purposes of preparing the Merged Group Pro Forma Historical Financial
Information, it has been assumed that there will be no separately identifiable
intangible assets other than those already recognised in Vicwest's 31 December 2015
statement of financial position. It is, however, likely that separately identified
intangibles, particularly in the form of customer contracts and other amortisable
intangible assets, will be identified, with the resulting effect of reducing non-
amortisable goodwill arising on acquisition. Given that customer contracts will have
finite lives, net profit after tax will decrease as a result of the requirement to amortise
these intangibles over their estimated useful life. This will not, however, have an
impact on cash flows.

(© Deferred tax

For the purposes of preparing the Merged Group Pro Forma Historical Financial
Information, it has been assumed that there will be no resetting of Vicwest’s tax cost
bases following the Merger. It is, however, likely that the Allocable Cost Amount
calculation will result in a deferred tax position which is different to the position
presented in the Merged Group Pro Forma Historical Financial. Any resulting
adjustment will have an equal but opposite impact on the amount of goodwill
recognised (assuming that the business combination accounting is completed within
12 months of the acquisition).

(d) Variation in accounting policies

The Merged Group Pro Forma Historical Financial Information applies the individual
accounting policies of Bendigo Telco and Vicwest respectively to the financial
information of each entity. No allowance for variations in accounting policies between
Bendigo Telco and Vicwest has been made in the Merged Group Pro Forma Historical
Financial Information. A preliminary comparison of the Vicwest and Bendigo Telco
accounting policies has not identified any material differences.
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6.4 Merged Group Pro Forma Historical Statement of Financial Position

The Merged Group Pro Forma Historical Statement of Financial Position has been derived
from combining:

(@) the Bendigo Telco historical consolidated Statement of Financial Position as at 31
December 2015, which was extracted from Bendigo Telco’s financial report for the
half year ended 31 December 2015, which was reviewed by Andrew Frewin Stewart
and on which an unqualified review opinion was provided;

(b) the Vicwest historical consolidated Statement of Financial Position as at 31 December
2015, which was extracted from Vicwest’s financial report for the half year ended 31
December 2015, which was reviewed by PPT Audit Pty Ltd and on which an
unqualified review opinion was provided; and

(c) the pro forma adjustments noted below.

0] Bendigo Telco will issue 1,500,000 shares at $2.00 to Vicwest Shareholders
as Scheme Consideration.

(ii) Bendigo Telco will issue 500,000 shares at $2.00 to Community Telco
Australia as consideration for the acquisition of Community Telco Australia’s
managed telecommunications business, and will offer employment to a
number of Community Telco Australia employees.

(iii) Bendigo Telco will enter into a new loan facility to assist the funding of the
Merger with funds to be used specifically to repay Vicwest’s existing loan with
Bendigo Bank and working capital.

(iv) Total transaction costs of $970,000 of which $620,000 are incurred by
Vicwest pre-merger and hence reduce the Vicwest net assets balance
acquired and $350,000 incurred by Bendigo Telco and expensed pre-merger.

(v) Goodwill has been adjusted to reflect the impact of the above adjustments.

Merged Group Pro forma Historical Statement of Financial Position

Bendigo Telco Vicwest Pro forma Merged Group

$000 (As at 31 December 2015) Reviewed Reviewed adjustments Pro forma

Current assets

Cash and cash equivalents 1 2,087 166 (586) 1,667
Trade and other receivables 1,025 1,517 - 2,542
Prepayments 1,592 553 - 2,145
Inventories 171 141 - 312
Taxation 25 - - 25
Total current assets 4,900 2,377 (586) 6,691

Non-current assets

Property, plant and equipment 4,161 201 25 4,387
Intangible assets 2 1,411 3,729 3,447 8,587
Deferred tax asset 217 - - 217
Prepayments 295 - - 295
Total non-current assets 6,084 3,930 3,472 13,486
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Total assets 10,984 6,307 2,886 20,176
Current liabilities

Trade and other payables 2,500 1,688 - 4,188
Provisions 530 125 59 714
Borrowings 546 - - 546
Total current liabilities 3,576 1,814 59 5,449
Non-current liabilities

Provisions 138 20 - 158
Borrowings 3 1,565 3,450 200 5,215
Total non- current liabilities 1,703 3,470 200 5,373
Total liabilities 5,279 5,284 259 10,822
Net Assets 5,705 1,023 2,627 9,355
Equity

Issued capital 4 3,533 2,292 1,708 7,533
Reserves - 17 a7 -
Retained earnings 5 2,172 (1,286) 936 1,822
Total Equity 5,705 1,023 2,627 9,355

Notes to the Merged Group Pro Forma Historical Statement of Financial Position

Note 1: Cash and cash equivalents

CASH AND CASH EQUIVALENTS $

Reviewed balance of Bendigo Telco as at 31 December 2015

Reviewed balance of Vicwest as at 31 December 2015

Pro forma adjustments:
Refinancing facility from Bendigo and Adelaide Bank
Contribution of CTA towards the unfunded employee entitlements acquired
Estimated total transaction costs for the Scheme

Pro forma Balance

Note 2: Intangible assets

2,087
166

350

(970)

(586)

1,667

Intangible assets $

Reviewed balance of Bendigo Telco as at 31 December 2015

Reviewed balance of Vicwest as at 31 December 2015

Pro forma adjustments:

1.5 million shares in Bendigo Telco issued at $2/share to existing VicWest shareholders

0.5 million shares in Bendigo Telco issued at $2/share to CTA

(Note that the net assets of CTA acquired are valued at $nil)

Less: Net assets of Vicwest as at 31 December 2015

Plus: Vicwest net transaction costs incurred pre-merger

1,411
3,729

3,000
1,000

4,000
(1,023)
470

3,447



Pro forma Balance 8,587

The initial determination of goodwill and other assets and liabilities (including intangible assets)
related to the acquisition of Vicwest will be reported as “provisional” values with adjustments made
to finalise these values within twelve months of the Scheme Implementation Date. At the date of
this Scheme Booklet it is not possible to determine the fair values of the assets acquired and the
liabilities and contingent liabilities assumed. As a result the actual determination of goodwill may
change. The goodwill balance recognised will be subject to annual impairment testing. Should an
impairment be identified the resulting impact on earnings could be significant.

Note 3: Non-Current Borrowings

Non Current borrowings $

Reviewed balance of Bendigo Telco as at 31 December 2015 1,565

Reviewed balance of Vicwest as at 31 December 2015 3,450

Pro forma adjustments:

Refinancing facility from Bendigo and Adelaide Bank 350

Reduction in outstanding borrowings from Bendigo and Adelaide Bank (netted (150)
against Vicwest transaction costs)

200

Pro forma Balance 5,215

Note 4: Issued capital

Issued capital $

Fully paid ordinary share capital of Bendigo Telco as at 31 December 2015 3,533
Fully paid ordinary share capital of Vicwest as at 31 December 2015 2,292

Pro forma adjustments:

Issue of ordinary shares in Bendigo Telco to acquire Vicwest 708
Issue of ordinary shares in Bendigo Telco to CTA to acquire certain assets and liabilities 1,000
1,708

Pro forma Balance 7,533

Note 5: Retained earnings

|

Retained earnings
Reviewed balance of Bendigo Telco as at 31 December 2015 2,172

Reviewed balance of Vicwest as at 31 December 2015 (1,286)

Pro forma adjustments:

Vicwest net transaction costs incurred pre-merger (470)
Elimination of Vicwest retained earnings balance on Acquisition 1,756
Estimated Bendigo Telco transaction costs for the Scheme (350)
936

Pro forma Balance 1,822




6.5

6.6

6.7

Matters arising subsequent to the end of the 2015 financial half-year

As noted in Sections 3.6(d) and 4.7(c), neither Vicwest nor Bendigo Telco is aware of any
material changes in the financial position of Vicwest and its Subsidiaries or Bendigo Telco and
its Subsidiary since 31 December 2015, except as stated in those sections.

Forecast financial information

Bendigo Telco has given careful consideration as to whether forecast financial information can
and should be included in this Scheme Booklet in respect of the Merged Group. In particular,
Bendigo Telco has considered whether there is a reasonable basis for the preparation and
disclosure in this Scheme Booklet of reliable and useful forecast financial statements.
Bendigo Telco has concluded that forecast financial statements for the Merged Group cannot
be provided in this Scheme Booklet as Bendigo Telco does not have a reasonable basis for
such forecasts as required by applicable law and practice, and that inclusion of such forecasts
could be potentially misleading. The considerations which have resulted in this conclusion

include:

(a)

(b)

(©)

Bendigo Telco is not currently in a position to determine in a reliable manner the
impact which the integration of the Vicwest and Bendigo Telco businesses following
implementation of the Merger may have on the financial performance of the Merged
Group;

changes in variables which are beyond the control of Bendigo Telco, such as the
competitive environment and general economic conditions, can have a material
impact on the Merged Group’s future financial performance; and

information is not available to Bendigo Telco to calculate potential fair value
adjustments in relation to the assets of Vicwest following implementation of the
Merger. Consequently, depreciation, amortisation and tax expenses cannot be
calculated accurately and may be materially different when finalised.

Key Accounting Policies

Following implementation of the Scheme, the Merged Group will adopt the key accounting

policies

of Bendigo Telco, as set out in the relevant notes to the financial statements in

Bendigo Telco’s FY15 Annual Report. A complete copy of Bendigo Telco’s FY15 Annual
Report can be found on the NSX website at www.nsxa.com.au or the ‘Shareholder
information’ Section of the Bendigo Telco website at www.bendigotelco.com.au
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RISK FACTORS

7.1

7.2

Introduction

There are a range of factors, both specific to the Merged Group and which apply more
generally to the commercial and retail telecommunications industry and equity market
participants, which may, individually or in combination, affect the business, future operating
and financial performance, reputation or prospects of the Merged Group and/or the value at
which Merged Group Shares may trade in the future.

Many of the circumstances giving rise to these risks are beyond the control of the Merged
Group, its directors and management.

In a number of instances, risk factors for the Merged Group are also risk factors which apply
or may apply, to varying degrees, to Vicwest as a standalone entity.

This Section 7 (Risk factors) sets out the risk factors considered by Vicwest to be the material
risks relating to:

@) the Merger — see Section 7.2 (Risks relating to the Merger);

(b) implementation of the Merger — see Section 7.3 (Specific risks relating to the Merged
Group); and

(©) the Merged Group — see Section 7.4 (General risks relating to the Merged Group).

The risk factors described in this Section 7 (Risk factors) are not an exhaustive list of the risk
factors relating to the Merger, the implementation of the Merger or the Merged Group, and
should be read in conjunction with the other information described in this Scheme Booklet.

There may be additional risks and uncertainties not currently known that may also have an
adverse effect on the Merged Group’s business and the value of Merged Group Shares. The
risk factors described are not necessarily set out in order of significance or likelihood.

The risk factors described in this Section 7 (Risk factors) do not take into account the
investment objectives or financial circumstances of individual Vicwest Shareholders.

Vicwest Shareholders should have regard to their own investment objectives and financial

circumstances and seek professional advice from their legal, financial and other independent
advisers before determining whether or not to vote in favour of the Merger.

Risks relating to the Merger

(@) Implications for Vicwest if the Merger is not implemented

The implications for Vicwest if the Merger is not implemented are described in Section 2.15.

In summary, if the Merger is not implemented, Vicwest will continue to operate its current
business as a standalone entity, and each Vicwest Shareholder will retain their Vicwest
Shares and will not receive the Scheme Consideration. Vicwest will also remain liable to repay
the Vicwest Loan (see Section 11.6 for a summary of the terms of the Vicwest Loan).
Additionally, Vicwest will likely require additional funding from Bendigo Bank in order to
continue to operate its business as a going concern, if the Merger is not implemented. In

particular, the key challenges to the Vicwest business will be:

e ensuring that its new cloud-based video conferencing service (“natr”) reaches profitability
(see Section 3.3); and
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e increasing its marketing and sales efforts to attract new customers in respect of its other
products and services.

Vicwest will also incur transaction costs associated with the proposal and preparation of the
Merger if the Merger is not implemented (refer to the “Costs of implementing the Merger” risk
factor below).

(b) Non-fulfilment of Conditions Precedent

The Merger is subject to a number of Conditions Precedent (see Section 2.7), which, if not
satisfied or waived by the relevant parties, could result in the Merger not being implemented.
Section 2.15 describes the implications for Vicwest if the Merger is not implemented.

Some of these Conditions Precedent are outside the control of Vicwest. In particular,
Community Telco Australia is party to the Business Sale Agreement pursuant to which it must
achieve specified gross margin targets before 8.00am on the Second Court Date, failing which
Bendigo Telco may elect (without having to consult with any party) not to proceed with the
Merger, in which case it will not be implemented (see Section 9.3 for a description of this
gross margin target). Vicwest is not a party to the Business Sale Agreement and cannot
influence or control whether or not Community Telco Australia is able to achieve the gross
margin target.

(c) Risk profile of the Merged Group

If the Merger is implemented, there will be a change in the risk profile to which Vicwest
Shareholders are exposed.

In the absence of the Merger, Vicwest Shareholders are exposed to the risks associated with
Vicwest’s business and an investment in Vicwest. If the Merger is implemented, Scheme
Shareholders will receive New Bendigo Telco Shares in consideration for their Vicwest
Shares. As a result, those Scheme Shareholders will be exposed to the risk factors which
apply to Bendigo Telco, as well as risk factors which apply to the Merged Group and the
integration of the two companies.

Such risks may include risks associated with a broader suite of assets, to which Vicwest
Shareholders are not currently exposed.

A number of these risks are described in Section 7.4.

Information regarding the profiles of Vicwest, Bendigo Telco and the Merged Group is set out
in Sections 3, 4 and 5, respectively.

(d) Change in investment risk profile

If the Merger is implemented, the operational profile, capital structure, size and geographic
focus of the Merged Group will be different to that of Vicwest on a standalone basis.

Some Vicwest Shareholders may wish to maintain an interest in Vicwest as a standalone
entity to maintain their exposure to the specific profile of the Vicwest business.

Information regarding the profiles of Vicwest, Bendigo Telco and the Merged Group is set out
in Sections 3, 4 and 5, respectively.

(e) Value of Scheme Consideration

If the Merger is implemented, Scheme Shareholders will receive Scheme Consideration of
one New Bendigo Telco Shares for every 2.074 Vicwest Shares they hold on the Scheme
Record Date.

The implied value of the Scheme Consideration will depend on the price at which the Merged

Group Shares trade on the NSX after the Effective Date and is not fixed.
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7.3

The price of the Merged Group Shares, following implementation of the Merger, will vary and
may be volatile as a result of a number of factors, including the financial and operating
performance of the Merged Group and general market conditions.

In addition, downward pressure to the price of the Merged Group Shares may arise if Vicwest
Shareholders that prefer not to maintain an investment in the Merged Group elect to trade the
New Bendigo Telco Shares received as Scheme Consideration following implementation of
the Merger.

(f) Costs of implementing the Merger

There are a number of costs which Vicwest will incur in connection with the Merger, including
legal and financial adviser costs, the costs associated with preparing the Scheme Booklet
(including the Independent Expert’'s Report and Investigating Accountant’s Report) and the
costs associated with convening and holding the Scheme Meeting.

Under the terms of a 22 March 2016 variation to the Vicwest Loan, Bendigo Bank increased
the facility limit of the Vicwest Loan by $350,000 to $3,800,000, with the additional amount to
be made available to Vicwest by Bendigo Bank to pay for the costs of the Transactions. See
Section 11.6 for a summary of the terms of the Vicwest Loan. Vicwest estimates that it has
incurred or will have incurred or committed one-off transaction costs of approximately
$620,000 in relation to the Merger, regardless of whether the Merger is implemented or not.

If the Merger is not implemented, further details regarding the expected implications for
Vicwest are described in Section 2.15.

(g) Tax consequences for Scheme Shareholders

If the Merger is successfully implemented, there may be tax consequences for Scheme
Shareholders. The tax consequences for Scheme Shareholders will vary depending on a
number of factors, including their place of residence for tax purposes and their individual
financial and tax circumstances.

A summary of the general Australian income tax, stamp duty and GST consequences for
Vicwest Shareholders participating in the Merger is set out in Section 10.

Vicwest Shareholders are encouraged to seek independent professional advice regarding the
individual tax consequences applicable to them.

Specific risks relating to the Merged Group
(a) Integration of Vicwest into the Merged Group

The performance of the Merged Group will be influenc