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News Release

6 September, 2006
Coles Myer Board rejects highly conditional proposal

The Coles Myer Board today rejected the highly conditional proposal by a leveraged buyout consortium to acquire the
company at an indicative price of $14.50 per share.

CML Chairman, Rick Allert, said the consortium's proposal substantially undervalued the company and its prospects
and was not in the best interests of shareholders.

The proposal was also unacceptable because the extent of its conditionality meant that there was no certainty on any
aspect of the proposal or indeed any obligation on the consortium to proceed.

The proposal:
e was expressly stated to be non-binding
® was subject to unspecified and potentially open-ended due diligence

¢ provided no certainty on the availability of debt finance, which was subject to satisfactory due diligence,
unspecified conditions precedent and negotiation of binding loan terms

e provided no certainty on the availability of the leveraged buyout consortium's own equity finance, and
e provided no clarity on the terms and conditions of a proposed scheme of arrangement with the company

"With such a conditional proposal, the consortium is effectively seeking a free option over the company," Mr Allert
said.
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The Board had reached its decision after carefully reviewing the proposal received on August 18 and taking advice
from its external advisers, Carnegie Wylie & Company, Deutsche Bank and Freehills.

"The indicative price proposed substantially undervalues a unique and exceptional group of businesses which have
more than doubled profitability and earnings per share over the past five years, and which produce a return on
investment of nearly 30%.

"The consortium's timing and indicative price are highly opportunistic. Since its approach to the company, the
consortium has merged with a potential rival, clearly indicating it seeks to acquire Coles Myer in an environment of

the least competition and for the lowest price.

"The Board has no intention of handing across billions of dollars of value that belongs to our shareholders to a third
party."

Mr Allert said the company was well progressed with an extensive transformation program that would deliver higher
profits and greater value for shareholders.

"The company's new strategic direction outlined on July 31 will also drive substantial shareholder value through
further initiatives to increase sales, cut costs and grow earnings," he said.

At its full year profit announcement on September 21, the company would provide shareholders with clarity on the
key drivers of growth emanating from the new strategic direction, as well as the financial outlook for 2007 and 2008.

Mr Allert reiterated that the consortium had stated several times that it would only proceed with its proposal if it had
the support of the Coles Myer Board. Such support would also be required for the consortium to effect a transaction

by way of a scheme of arrangement.

CML has been advised that the participants in the syndicate presently comprise Bain Capital, Blackstone, Carlyle,
CVC, KKR, Macquarie Bank, Merrill Lynch, Texas Pacific/Newbridge and PEP.

/] -
More information:
Media Scott WhiffinH3 9829 5548
Analysts John Di TirroH3 9829 4521
SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorised.

COLES MYER LTD.
(Registrant)
By /s/ R F BENNETT

(Signature)



Edgar Filing: COLES MYER LTD - Form 6-K
ROBERT F BENNETT

COMPANY SECRETARIAT MANAGER

Date September 7, 2006



