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LETTER TO SHAREHOLDERS

Dear Shareholder

Gn 14 October 2003, the directors of Tennyson Networks Limited {Tennyson or the Company}
appointed Nicholas Broocke and Geoffrey Frank Totterdell of PricewaterhouseCoopers,
Chartered Accountants, as Administrators of the Company (Administrator) and its wholly
owned subsidiary, Tennyson Technologies Pty Ltd (Technologies) pursuant to Section 436A of
the Corporations Act.

The appointment was made following the Company’s securities being suspended from guotation
on the Official List of ASX on 14 October 2003.

At a meeting adjournad on 10 November 2003 and reconvened on 8 December 2003, the
Administrator recommended to the creditors of the Company that, in the opinion of the
Administrator, it was in the best interests of creditors to approve the execution of a deed of
company arrangement. At this mesting, creditors resoived to approve the execution of a deed
of company arrangement with Ascent Capital to recapitalise the Company, which was
subsequently executed on 24 December 2003 (Deed of Company Arrangement). The terms
of the proposal to recapitalise the Company are reflected in the Deed of Company Arrangement,
which is availablie on www.pwcrecovery.com.au, and a summary of which is set out in this
Memorandum. Details of Ascent Capital are also set out in the Memorandum.

This Notice of Meeting and Explanatory Statement has been prepared by Ascent Capital and
signed by David Steinepreis {in his capacity as a Director of Tennyson} pursuant to clause
2.4{d) of the Deed of Company Arrangement which states:

“By this Deed, the Administrators delegate to Mr David Steinepreis the power to chair the
Shareholders Meeting and sign any notice convening the Sharehoiders Meeting.”

Ascent Capital has provided the funding to meet the costs assocciated with this Notice of
Meeting and funding to meet certain on-going costs of the SOX Technology business.
Neminees of Ascent Capital being Mr David Steinepreis, Mr Gary Steinepreis and Mr Hugh
Warner were appointed Directors of Tennyson on 24 December 2003.

The Recapitalisation Proposal for the purposes of this Meeting requires as foliows:

(a) Resolution 1 - the consolidation of the existing capital of the Company on a 1 for 10
basis;

{b) Resolution 2:
iy the issue and allotment of 20,000,00C Shares at an issue price of 0.01 cents

per Share (post consolidation), to raise $2,000 for working capital. The
determinaticn of the allottees is at the sole discretion of Ascent Capital;

(i} the issue and allotment of a total of 34,000,000 unlisted Options (post
consoclidation) for a tofal subscription sum of $1,000 with each Option to
acquire one Share in the Company exercisable at 1 cent each. The
determinaticn of the allottees is at the sole discretion of Ascent Capital;

(iii) the issue and allotment of 90,000,000 Shares at an issue price of 0.222 cents
per Share (post consolidation) to raise $200,000 for working capital. The
determinaticn of the allottees is at the sole discretion of Ascent Capital; and

{iv) the issue and allotment of up to a further 125,000,000 Shares at an issue price
of not less than 1 cent per Share {post consolidaticn) to raise up to $1,250,000



for working capital. The determination of the allottees is at the sole discretion
of Ascent Capital; and

(c) Resolution 3 — the issue and affotment of 5,000,000 Shares at a deemed issue price of
1 cent per Share (post consofidation) fo the Technologies Deed Administrator for no
cash payment for the bensfit of Technologies’ creditors;

(@) Resolutions 4, 5 & 6 - the re-election of the nominees of Ascent Capital as Directors of
the Company; and

(e) Resolution 7 - the adoption of a new constitution of the Company fo update the
constitution in compliance with the Corporations Act and/or Listing Rules of ASX.

Resolutions 1 to 6 inclusive are conditional upon the due passage of all of the proposed
Resolutions 1 to 6 inclusive. Resolution 7 is subject to and conditional upon Resclutions 1 to 6
inclusive being passed. Accordingly, these Resolutions should be considered collectively as
well as individuaily.

The Resolutions proposed which are included in the attached Notice of Meeting enable the
Company to satisfy the terms of the Deed of Company Arrangement. Full detaiis in respect of
the proposed Resolutions are contained in the attached Notice and Explanatory Statement.

f the above Resclutions are passed and the proposed restructuring and recapitalisation
completed, the Company will seek the reinstatement of the guotation of its securities on ASX.
Ascent Capital has advised the Deed Administrator that it intends the Company to continue with
the SOX Technology business and fo pursue complementary acguisitions. [t also intends to
review new investment opportunities. Further details regarding Ascent Capital's intentions for
the Company are set out in the attached Explanatory Statement.

f any one or more of the above Resclutions are not passed (other than Resolution 7), the
proposed restructuring and recapitafisation will not proceed and the Deed of Company
Arrangement wili either be terminated or varied which may result in the Company being
liquidated.

Neither the Deed Administrator, their professional advisers, PricewaterhouseCoopers or its
members or employees are responsible for the contents of this Notice of Meeting, the
Explanatory Statement or the Memorandum generally, nor the report by Stanton FPartners
Corporate Pty Lid attached to and forming part of the Memorandum. The Deed Administrator
does not accept any responsibility for any disciosure in or failure to inciude any disclosure in
these documents.

The information contained in these documents has not been verified independently by the Deed
Administrator, their professional advisors, PricewaterhouseCoopers or its members or
employees who expressily disclaim responsibility and liability for the accuracy or completeness
of the information in the documents.

Yours faithfully

David Steinepreis
Director

13 February 2004



TIME AND PLACE OF MEETING AND HOW TO VOTE

Vehue

The Annual General Meeting of the Shareholders of Tennyson Networks Limited (subject to
deed of company arrangement) wili be held at:

Celtic Club Commencing
48 Ord Street 11.00am (WST)
WEST PERTH WA 6005 on 29 March 2004

How to Vote
You may vote by attending the Meeting in person, by proxy or authorised representative.
Voting in Person

To vote in person, attend the Meeting on the date and at the place set out above. The meeting
will commence at 11.00am (WST).

Voting by Proxy

To vote by proxy, please complete and sign the proxy form enciosed with this Notice of Annual
General Meeting as soon as possible and either:

. send the proxy by facsimile to the Company C/- Ascent Capital Pty Lid on facsimile
number {08) 9481 2680 (International: + 61 8 9481 269C); or

. deliver to the Company, C/- Ascent Capital Pty Lid, Level 1, 33 Ord Street, West Perth,
Western Australia, 6005,

so that it is received not later than 11.00am (WST) on 25 March 2004.

Your proxy form is enclosed.



TENNYSON NETWORKS LIMITED
ABN 98 009 805 298
(Subject to Deed of Company Arrangement)

NOTICE OF ANNUAL GENERAL MEETING

Notice is given that the Annual General Mesting of Shareholders of Tennyson Networks Limited
(subject to Deed of Company Arrangement) (Tennyson or Company) will be held at The Celtic
Club, 48 Ord Street, West Perth, Western Australia, 8005 at 11.00am (WST) on 29 March 2004.

AGENDA

The Explanatory Statement that accompanies and forms part of this Notice of Meeting describes
the matters to be considered as ordinary business and special business.

ORDINARY BUSINESS

Annual Accounts -To receive and consider the financial report of the Company for the year
ended 30 June 2003 and the reports by the Directors and Independent Auditor.

SPECIAL BUSINESS

Shareholders should note that Resolutions 1 to 8 inclusive are subject to and conditional upon
each of Resolutions 1 to 6 inclusive being passed. Resolufion 7 is subject o and conditionat
upon Resclutions 1 to 8 inclusive being passed. Accordingly, these Resolutions shouid be
considered collectively as well as individuaily.

Resolution 1 — Consolidation of Capital

To consider and, if thought fit, to pass, with or without amendment, the following resolution as
an ordinary resolution:

"That, subject to and conditional on the due passage of Resolutions 2 to 6 inclusive,
for the purposes of Section 254H of the Corporations Act, Listing Rule 7.22.1 of the
Listing Rules of Australian Stock Exchange Limited, the Company’s Constitution and
for all other purposes, the issued capital of the Company be consolidated on the
hasis that:

fa) every ten (10) fully paid ordinary shares in the capital of the Company be
consolidated into one (1) fully paid ordinary share in the capital of the
Company; and

(h) every ten (10} options, each to acquire a fully paid ordinary share, be
consolidated into one (1) option and that the exercise price of the options be
amended in inverse proportion fo that rafio,

and where this consolidation results in a fraction of a share or option being held by a
member of the Company, the Directors of the Company be authorised to round that
fraction down to the nearest whole share or option."

Short Explanation: Under the Corporations Act, @ company may convert all or any of iis shares info a
smaller number of shares by resclution passed at a general meeting. In that circumstance, the Company
is required to consolidate its options in accordance with the Listing Rules.



Resolution 2 — Allotment and Issue of Shares and Options — Working Capital

To consider and, if thought fit, to pass, with or without amendment, the foliowing resoclution as
an ordinary resolution:

"That, subject fo and conditional on the due passage of Resolutions 1 and 3 tc 6
inclusive, for the purposes of Listing Rules 7.1 and 10.11 of the Listing Rules of
Austratian Stock Exchange Limited, Sections 208 and ftem 7 of Section 611 of the
Corporations Act and for all other purposes, approval is given for:

(a) the Company to allot and issue up to 20,000,000 fully paid ordinary shares in
the capital of the Company at an issue price of 0.01 cents per share {on a post
consolidation basis) to raise $2,000; and

(b) the Company to grant up to 34,000,000 options each to acquire one fulfy paid
ordinary share in the capital of the Company at an exercise price of 1 cent (on
a post consolidation basis) for a total subscription sum of up to $1,000; and

(¢} the Company to allot and issue up to 906,000,000 fully paid ordinary shares in
the capital of the Company at an issue price of 0.222 cents per share (on a
post consolidation hasis) to raise $200,000;

(d) the Company to allot and issue up to 125,000,000 fully paid ordinary shares in
the capital of the Company at an issue price of not less than 1 cent per share
(on a post consolidation basis) to raise up to $1,250,000; and

(e) those parties set out in the Explanatory Statement to acquire a relevant
interest in issued voting shares in the Company on the issue of fully paid
ordinary shares and on exercise of the options issued and granted in
accordance with this Resolution,

to the parties and on the terms set out in the Explanatory Statement accompanying
this Nofice."

Short Explanation: As part of the recapitalisation of the Company, shares and options will be issued to
Ascent Capital Pty Ltd, its directors {whe include Directors of the Company {or entities conirolled by
them)) and to nominated third parties. For this reason, approval is sought under ASX Listing Rules 7.1
and 10.11 and Sectlion 208 of the Corporations Act. Approval is also sought to allow those parties {who
could be deemed to be acting in concert} to acquire a relevant inferest in more than 20% of the Company.
Please refer to the Explanatory Statement for details.

Voting Exclusion: The Company will disregard any votes cast on this resolution by:

{a) & person who may participate in the proposed issue and any person who mighi obtain a benefit,
except a benefit solely in the capacily of a holder of ordinary securities if the resolution is passed,
and any associates of those persons; and

{(by  a person who is {0 receive securities in relation to the entify and their associates.

Resolution 3 — Alotment and Issue of Shares to the Administrator of Tennyson
Technologies Pty Ltd

To consider and, if thought fit, to pass, with or without amendment, the foliowing resoclution as
an ordinary resolution:

“That, subject to and conditional on the passing of Resolutions 1 to 2 inclusive and 4
to 6 inclusive, for the purposes of Listing Rule 7.1 of the Listing Rules of Australian
Stock Exchange Limited, and for all other purposes, approval is given for the
Company o allot and issue 5,000,000 fully paid ordinary shares in the capital of the
Company at a deemed issue price of 1 cent per Share (on a post consolidation
basis) to the Deed Administrator of Tennyson Technologies Pty Lid
(Technologies), to be applied by Nicholas Brooke, Stephen Graham Longiey and



Geoffrey Frank Totterdell as deed administrator of Technologies, appointed
pursuant fo the deed of company arrangement for Technologies executed on
24 December 2003, for the benefit of Technologies’ creditors.”

Short Explanation: As part of the recapitalisation proposal, the Company is required o issue the Shares
pursuant to this Resolution to the Deed Administrator of Tennyson Technologies Ply Lid. Approval is
sought under Listing Rule 7.1 fo aliow the Company o issue the shares pursuant to this Resoclution and
allow the Company the flexibility to make further issues of securities up to the threshold of 15% of its fotal
ordinary securifies in any 12 month period.

Voting Exciusion: The Company will disregard any votes cast on this resolution by any person who may
participate in the proposed issue and any person who might obtain a benefit, except a benefit solely in the
capacity of a holder of ordinary securities if the resolution is passed, and any associates of those persons.

Resolution 4 — Re-election of Mr David Steinepreis

To consider and if thought fit, to pass, with or without amendment, the following resoclution as an
ordinary resolution:

"That, subject to and conditional on the due passage of Resolutions 1 to 3 inclusive
and 5 to 6 inclusive, Mr David Steinepreis being a Director of the Company who was
appointed on 24 December 2003, retires in accordance with Rule 7 of the
Company’s constitution and, being eligible and offering himself for re-election, be
election as a Director of the Company.”

Resolution 5 — Re-election of Mr Hugh Warner

To consider and if thought fit, to pass, with or without amendment, the following resoclution as an
ordinary resolution:

"That, subject to and conditional on the due passage of Resolutions 1 to 4 inclusive
and 6, Mr Hugh Warner being a Director of the Company who was appointed ot 24
December 2003, retires in accordance with Rule 7 of the Company’s constitution
and, being eligible and offering himself for re-election, be elected as a Director of
the Company.”,

Resolution 6 — Re-election of Mr Gary Steinepreis

To consider and if thought fit, to pass, with or without amendment, the following resoclution as an
ordinary resolution:

"That, subject to and conditional on the due passage of Resolutions 1 to 5 inclusive,
Mr Gary Steinepreis being a Director of the Company who was appointed on 24
December 2003, retires in accordance with Rule 7 of the Company’s constitution
and, being eligible and offering himself for re-election, be elected as a Director of
the Company.”

Resolution 7 — Adoption of New Constitution

To consider and if thought fit, to pass, with or without amendment, the following resolution as a
special resolution:

"That, subject to and conditional on the due passage of Resolutions 1 to 6 inclusive,
the Company adopts a new constitution in the form as signed by the chairman of the
meeting for identification purposes in lieu of the existing constitution of the
Company."

Short Explanation: The Company proposes to adopt a new constitution that more accurately reflects the
recent changes to the Corporations Act and the Listing Rules of Australian Stock Exchange Limited.



DATED THiS 13" DAY OF FEBRUARY 2004

DAVID STEINEPREIS
DIRECTOR

NOTES:

1.

A Shareholder of the Company who is enlitied to attend and vole at a general mesting of
Shareholders is entitled to appoint not more than twe proxies. Where more than one proxy is
appointed, each proxy may be appointed to represent a specified proportion of the
Shareholder’s voting rights. If the Shareholder appoinis fwo proxies and the appointment does
not specify this proporticn, each proxy may exercise half of the votes. A proxy need not be a
Sharehoider of the Company.

Where a voiing exclusion applies, the Company need not disregard a voie if it is cast by a
person as a proxy for a person who is entitled to vote in accordance with the directions on the
proxy form to vole as the proxy decides or it is cast by the person chairing the meeting as proxy
for a person who is entitled to vole, in accordance with a direction on the proxy form to vole as
the proxy decides.

In accordance with Regulation 7.11.37 of the Corporaticns Act, the Directors have set a
snapshot date {o determine the identity of those entifled to atfend and vote at the Meeting. The
snapshot date is 11.00 am {WST) on 25 March 2004,



EXPLANATORY STATEMENT

This Explanatory Statement and all aftachments are important documents. They should be
read carefully.

If you have any guestions regarding the matters set out in this Explanatory Statement or the
preceding Notice, please contact the Company, your stockbroker or other professional adviser.

1.

1.1

1.1.1

GENERAL INFORMATION

This Explanatory Statement has been prepared for the Shareholders of Tennyson
Networks Limited (subject to a Deed of Company Arrangement) (Tennyson or
Company) in connection with the Annual General Meeting of the Company to be heid
on 29 March 2004.

In considering the Resolutions, Shareholders must bear in mind the current financial
circumstances of the Company. [n this regard, Shareholders should note that the
Administrator prepared two reports to creditors of the Company in accordance with
Section 438A(4) of the Corporations Act. The reports set out in detaif the financial
position of the Company, the actions and investigations taken by the Administrater, the
reasons for the failure of the Company and the Administrators’ recommendation for the
future of the Company. A copy of these reperts can be provided on request, but the
Shareholders should note that these were prepared for the benefit of Tennyson's
creditors and any opinions expressed by the Administrator in these reports relate fo
the creditors’ interests which may not be aligned with the Shareholders’ interests. As
such the Shareholders shouild not place refiance on these reports.

If the Resolutions are passed and the proposed re-structuring set out in the
Recapitalisation Proposal is completed, the Company will be in a position to
seek the reinstatement of its securities to official quotation on ASX. This
reinstatement is, of course, subject to the discretion of ASX.

i Shareholders reject the proposed restructuring, the Deed of Company
Arrangement will either be terminated or varied which may result in the
Company being liquidated. in the event of an unsuccessful recapitalisation, it is
likely that there would be no return to Shareholders.

Overview
Background

Tennyson was founded in 1970 as Tennyscon Minerals NL. In 1894, Tennyson
changed its activities with the acquisition of a telecommunications technology business
which provided remote access preducts and supplied ISDN PC cards.

In 1896, Tennyson, through a subsidiary, commenced the development of the SGX
product which was ultimately launched in Australia and New Zealand in 1999 and
internationally in 2000. SOX (Smart Office Exchange) is a product that integrates
voice, facsimile, voicemail, data and internet communication needs of small offices with
up fo 64 users.

By fate 200C/early 2001, trading was severely impacted by the deteriorating trading
conditions in the glopal telecommunications sector which led to severe demands on the
Company’s cash resources. Tennyson Shares were suspended in March 2001 while
the operations were restructured and recapitalised. There was a change in the
directors and $4.8m of new capital was raised. The Shares resumed frading in August
2001 and Tennyson confinued to promote the SOX product.



On 14 January 2003, Tennyson announced that it had signed a conditional agreement
for the acquisition of the data services business of Ericsson New Zealand. This
acquisition was completed with effect from 1 July 2003 and became Datareach Limited.
Datareach Limited operates products that enabie broadband internet communications
over traditional copper networks.

Tennyson entered into a Subscription Agreement with Neoside Pty Ltd {Neoside)
dated 16 July 2003 for the financing of new Shares in Tennyson for $9,776,000. The
subscription funds have not been advanced as at the date of this Notice of Meeting.

Whilst Tennyson made progress on the development of its business {o become seif-
financing on & sustainable basis, continuing operating iosses had been sustained and
the continuation of frading was dependant on the ability of the Company to attract
sufficient capital to fund activities in the future. Uitimately, these funds were not
available to the Company.

Suspension of Trading of Tennyson Shares and Appointment of Administrator

On 14 October 2003, the Company made a request to ASX to suspend its securities
from official quotation.

Pursuant fo a resolution of the directors of the Company, Nichclas Brooke and
Geoffrey Frank Totterdeli of PricewaterhouseCoopers, Chartered Accountants, were
appointed as Administrators of the Company pursuant to Section 436A of the
Corporations Act.

At a2 meeting adjourned on 10 November 2003 and reconvened on 8 December 2003,
the Administrator recommended to the creditors of the Company, in the opinicn of the
Administrator that it was in the best interests of creditors fo approve the execution of a
deed of company arrangement. The 8 December 2003 meeting was the adjourned
second meeting of creditors of Tennyson which was reconvened following the initial
meeting on 10 November 2003 for the purpose of determining the future of Tennyson.
At this meeting, creditors voted to approve the execution of a deed of company
arrangement with Ascent Capital to recapitafise the Company which was subseguently
executed on 24 December 2003 (Deed of Company Arrangement). The terms of the
proposal to recapitalise the Company are reflected in the Deed of Company
Arrangement, a summary of which is set out in this Memorandum. Detaiis of Ascent
Capital are set out in the Memorandum.

Ascent Capital has provided the funding to meet the costs associated with this Notice
of Meeting and funding to meet certain on-going costs of the business operations.
During the administration of the Company, the SOX Technology business has been
maintained by the Administrator at its existing premises.

As Neoside has not, as at the date of this Memorandum, met its obligations under the
Subscription Agreement, the preliminary processes prior to fitigation have been
commenced including a review of the assets of Neoside and the guarantors which may
potentially be availabie to Tennyson creditors. The Administrator advised that there
remains scope that Neoside will complete the Subscription Agreement and this
remains the most advantageous outcome to creditors. The Deed of Company
Arrangement is worded to reflect this ongoing option, albeit an unlikely one in the
Administrator’'s view.

The Deed of Company Arrangement provides a mechanism to ensure that, shouid
Neoside be in funds sufficient to complete all or substantially all of the Subscription
Agreement obligations, this course of action can be accessed without breach of the
Deed of Company Arrangement terms. The Deed of Company Arrangement also
envisages litigation against Neoside and/or guarantors.
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In summary, the Deed of Company Arrangement shall terminate if, prior to the
Completion Date (as defined in the Deed of Company Arrangement), Neoside
complies with its obligations under the Subscription Agreement and pays to the
Company the sum of $9,776,000, or such lesser sum as is sufficient to enable:

() all of the admitted creditors of Tennyson and ai# of the creditors of Technologies
o be paid a dividend of 100 cents in the doliar; and

(b) Ascent Capital fo be paid the amounts referred fo in the Deed of Company
Arrangement (refer below); and

(¢} the Deed Administrator to be paid the amounts referred to in the Deed of
Company Arrangement.

If the Deed of Company Arrangement terminates in the above manner, the Deed
Administrator shall:

(a) repay to Ascent Capital the various deposits paid by Ascent Capital;

(b) reimburse Ascent Capital for its reasonable costs and disbursements,
including those legal, accounting, travei, communication, office and other
overheads and expert fees incurred and separately identified in complying
with ifs obligations under the Deed of Company Arrangement and in satisfying
or attempting fo satisfy the conditions precedent under the Deed of Company
Arrangement; and

(c) pay to Ascent Capital a termination payment of $100,000.

as liabilities of the Company {(although not as liabilties for which the Deed
Administrator is personally liable).

Future of the Company

As set out in the Recapitalisation Proposal and the Deed of Company Arrangement,
the SOX Technology (excluding rental sums paid to Technologies in advance by
customers of Technologies renting SOX Technology units and associated items), which
is currently owned by Technologies, will be acguired from Technologies pursuant to an
asset transfer agreement, in consideration for the sum of $150,000 payabie pursuant to
the terms of the Technologies Deed of Company Arrangement.

In addition, pursuant to the asset transfer agreement, the Company will be granted a
first right of refusal, at no more than auction value, with respect to specified piant and
equipment of Technologies associated with the SOX Technology, within 7 days of the
Company’s securities being reinstated to quotation on ASX.

It is the present intention of Ascent Capital to continue the SOX Technclogy business
of the Company and the purpose of this Meeting is to give effect to the Deed of
Company Arrangement and matters associated with the Deed of Company
Arrangement fo aliow the Company to continue its operations.

Following completion of the Recapitalisation Proposai, the Company will seek
reinstatement of its securities to guotation on ASX.

Subject to the successful completion of the Recapitalisation Proposal, Ascent Capital
has signed a joint venture proposal dated 9 February 2004 between Ascent Capital and
CDM Austratia Pty Ltd {CDM) in respect of the SOX Technology business (SOX Joint
Venture). The key terms of this joint venture proposal, which Tennyson will assume,
are gs follows:

i1



{a) the Company shall have a 49% interest and CDM shall have a 51% interest in the
S0X Joint Venture;

(b) the Company shall provide $30,000 as initial funding to the SOX Joint Venture,
which shall be used firstly to acguire specified plant and equipment of
Technologies associated with the SOX Technology pursuant to the first right of
refusal granted under the asset transfer agreement (refer to details above) and
secondly to enhance the development of the SOX Technoiogy as agreed by the
parties;

{c) CDM shali be the manager of the SOX Jeint Venture for the first 12 months and
shali receive a management fee of $5,000 per menth to manage all aspects of
the continuing operations of the SOX Technology business;

{d) the parties shall share the net cashfiows from the SOX Technology business in
proportion to their respective interests in the SOX Joint Venture;

{e) during the first 6 months of the SOX Joint Venture, the parties will complete a re-
assessment of all aspects of the SOX Technology business to determine an
appropriate business plan for its operation;

(i at the end of the first year of the SOX Joint Venture, the parties wilf have the
option to subscribe further funding to retain their respective interests in the SOX
Joint Venture. In the event that the Company does not contribute to extra
funding, its interest in the SOX Joint Venture wili be difuted to 10%;

{g) after the second year of the SOX Joint Venture, the parties shall assess the
commercial viability of the SOX Technology business to determine whether to
continue the SOX Joint Venture or dispose of the SOX Joint Venture assets; and

(h) to the extent that the SOX Joint Venture arrangements need to be varied to
facilitate Tennyson re-listing on the ASX, the parties agree fo negotiate in good
faith in an attempt to agree appropriate variations.

CDM is a technology based Group with offices in Melbourne, Sydney, Brishane and
Perth focusing on technology integration in the business environment. Supplying State
and Federal Governments, Educational Instifutions and the Business Market with its
own brand computers, HP, Apple and Acer Brand with computing solutions. With a
whole of business strategy the company has a division, which provides a
comprehensive document solution from site audits to full technicat and service facilities.
The Group is a national distributor of LG and Nortel Telephony products. Also it has a
national engineering and tfechnical structure, capable of designing and instaliing,
telephony solutions, computer networks and other associated infrastructure.

In addition, the Company proposes fo raise sufficient working capital to carry out its
aclivities in the telecommunications industries and/or complementary industries. As
part of the working capital budget, the Company intends to pursue new projects within
Australia and overseas by way of acquisition, development and/or exploitation.

Purpose of Capital Raisings pursuant to Resolution 2

The purpose of the capital raisings proposed by Resolution 2 are to:
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. fund the on-going operations, and development of the Company's existing
SOX Technology business, following settlement pursuant to the asset transfer
agreement (detailed above in Section 1.1.3);

. provide funds for further acquisition and development of other proiects and/or
investments identified by the Company; and

. meet the administration costs of the Company and the expenses of the
recapitalisation of the Company.

In particular, it is proposed that the funds raised pursuant to Resolution 2 will be
appiied as follows:

Use of Funds - Expenditure Budget

Year 1 Year 2
Total funds raised 1,452,000 -
Utiised as follows:

Review, evaluation and deveiopment of the existing
assets, purchase of stock and work in progress for the 246,000 150,000
S0OX Technology business and SOX Joint Venture
Contribution of the Company

Review and evaluation of hew proiects 106,000 200,000
Total general working capital budget 346,000 356,600
Payment to Deed Administrator to satisfy obligations

under the Deed of Company Arrangement 356,000 -
Working capital including expenses associated with the

Recapitalisation Proposal® 200,600 200,000
Totai funds utifised 802,000 550,000

* Note that the expenses of the Recapitalisation Proposal are estimated at $75,000
{refer to the Proforma Statement of Financial Position Section 2.2.9).

Ascent Capital Pty Ltd

Ascent Capital is made up of David Steinepreis, Hugh Warner and Gary Steinepreis,
details of whom are set out in Section 1.2.1 below.

Ascent Capital was formed by David Steinepreis, Hugh Warner and Gary Steinepreis to
pursue the reconstruction and recapitalisation of existing listed companies, assist in the
establishment of new businesses and the listing of new companies on recognised stock
exchanges including the ASX, OFEX and AIM in the United Kingdom and the TSX
Venture Exchange in Canada.

Ascent Capital and its directors have successfully recapitalised and relisted on the ASX
a humber of companies including:

Aeris Technologies Ltd
Avon Resources Ltd
Extract Resources Ltd
Resonance Healthcars Limited
Imugene Limited

Q-Vis Ltd

Synergy Metals Ltd
View Resources Ltd
Medivac Limited

10. 1M Medical Limited

11.  Mokuii Mining Ltd

12.  Service Stream Limited

LoONGOGO S WN
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1.2

1.2.1

Summary of the terms of the Recapitalisation Proposal and Deed of Company
Arrangement

Set out below is a dstailed summary of the Recapitalisation Proposal and Deed of
Company Arrangement.

Details of Recapitalisation Proposal

The Recapitalfisation Proposal was considered by the creditors at the reconvened
second creditors mesting held on 8 December 2003 and the Deed of Company
Arrangement was executed on 24 December 2003 as detailed in Section 1.2.2 below.
Mr David Steinepreis, Mr Gary Steinepreis and Mr Hugh Warner were appointed
Directors of Tennyson on 24 December 2003.

Ascent Capital

By way of background, Ascent Capital comprises Mr David Steinepreis, Mr Gary
Steinepreis and Mr Hugh Warner. Detailed information in respect of these persons is
set cut below.

Mr David Steinepreis

David Steinepreis is & Chartered Accountant and former partner of an international
accounting firm where he specialised in strategic corporate advice and taxation for
listed companies. He entered commerce as a director, adviser and major shareholder
of a number of listed companies in the goid, diamonds, oil and new mining technoiogy
sectors. Mr Steinepreis is a director of Q-Vis Limited, Service Stream Ltd, IM Medica!
Limited, Biack Range Minerals Lid (Subject to Deed of Company Arrangement),
Mokuti Mining Lid and Kanowna Lights Limited, companies listed on the ASX, Biack
Rock Oil & Gas PLC, an oil and gas exploration company listed on the Alternative
Investment Markeat in London and MinRes Resources Inc, a company listed on the
TSX Venture Exchange in Canada. Mr Steinepreis is also chairman of Ascent Capital
Pty Ltd.

Mr Hugh Warner

Hugh Warner holds a Bachelor of Economics Degree from the University of Western
Australia and has completed post graduate studies in accounting and law. Mr Warner
has been involved with a number of private and publicly fisted companies in Austraiia,
UK and Canada inveoived in the oil and gas, gold, diamonds and techneoiogy sectors.
He contributes general corporate and company secretarial management skilis along
with a strong knowledge of both the Australian and UK Stock Exchange reguirements.
Mr Warner is a director of Q-Vis Limited, Service Stream Ltd, Black Range Minerals Ltd
{Subject to Deed of Company Arrangement), IM Medical Limited and Mokufi Mining
Ltd, companies listed on the ASX, MinRes Resources Inc. listed on the TSX Venture
Exchange in Canada, and Ascent Capital Pty Lid.

Mr Gary Steinepreis

Gary Steinepreis hoids a Bachelor of Commerce degree from the University of Western
Australia and is a Chartered Accountant. Mr Steinepreis provides corporate,
management and accounting advice to a number of companies involved in the
resource, technology and leisure industries. He is a director of Chatsworth Stirling
Management Ltd, the respensible entity for the Australian Development Capital Fund, |
Q-Vis Limited, Black Range Minerals Lid (Subject to Deed of Company Arrangement)
and Mokut Mining Ltd, companies sted on ASX, Black Rock Oil & Gas Plc listed on
the London AIM market and Ascent Capital Pty Lid.
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1.2.2

Terms of the Recapitalisation Proposal

The essential terms of the Recapitalisation Proposal are as follows:

(a)
(b)

{c)

(d)

(e)

{f)

(9)

(h)

(i

i)

the consolidation of the capital of the Company on a 1 for 10 basis;

the issue and allotment of 20,000,000 Shares at an issue price of 0.01 cents per
Share (post consolidation), to raise $2,000 for working capital. The
determination of the allottees is at the sole discretion of Ascent Capital;

the issue and allotment of a total of 34,000,000 unlisted Options (post
consolidation) for a total subscription sum of $1,000 with each Option to
acquire one Share in the Company exercisable at 1 cent each. The
determination of the allottees is at the sole discretion of Ascent Capitai;

the issue and allotment of 96,000,000 Shares {post consolidation) at an issue
price of 0.222 cents per Share to raise $200,00C in working capital. The
determination of the allottees is at the sole discretion of Ascent Capital.

the issue and allotment of up to a further 125,000,000 Shares at an issue price
of not less than 1 cent per Share {post consolidation) to raise up to $1,250,000
for working capital. The determination of the allottees is at the sole discretion of
Ascent Capital;

the issue and allotment of 5,000,000 Shares at a deemed issue price of 1 cent
per Share (post consolidation} fo the Technologies Deed Administrator for no
cash payment for the bensfit of Technologies’ creditors;

the re-election of the nominees of Ascent Capital as Directors of the Company;

the adoption of a new constitution of the Company to update the constitution in
compliance with the Corporations Act and/or Listing Rules of the ASX;

the SOX Technolegy currently owned by Technologies is acquired by the
Company pursuant o the asset transfer agreement (refer to Section 1.1.3); and

the payments set out in Section 1.2.2 are made in accordance with the Deed of
Company Arrangement and the Technologies Deed of Company Arrangement,
with the liabilities of the Company and Technologies being thereby
compromised.

The funds raised pursuant to the capital raisings set out in paragraphs (b) to (e) above
will be applied as detailed in Section 1.1.4 of this Explanatory Statement.

The Recapitalisation FProposal is conditional upon ASX giving its approval to lift the
suspension of quotation of the Company’s securities following complstion of the
proposal.

Details of Deed of Company Arrangement

The Deed of Company Arrangement has been entered intc by the Company, Ascent
Capital and the Administrator. The Deed of Company Arrangement was executed on
24 December 2003 following the approval of creditors at the reconvened meeting on 8
December 2003. The Deed of Company Arrangement incorporates the terms of the
Recapitalisation Proposal and is subject to a number of conditicns precedent,
inciuding:
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(a)

(b)

{c)

{d)

(e)

{f

(9)

the Technclogies Deed of Company Arrangement being executed by the
Technologies Deed Administrator {which was executed on 24 December
2003),

Sharehoider approval being obtained in respect of the Resolutions 1 to 6 set
out in the Notice;

ASX confirming that upon compietion pursuant fo the Deed of Company
Arrangement, the suspensicn from trading of the Company’s securities wilf be
lifted and quotation of the Company’s securities wili be reinstated;

the Company receiving written assurances from ASIC, in a form reasonably
acceptable to Ascent Capital, confirming that it wilf not take action or other
proceedings against the Company in respect of acts or ocmissions giving rise
to alleged breach or non compiiance which occurred prior to completion {This
condition was waived by Ascent Capital on 13 February 2004},

preparation, execution and delivery of the asset transfer agreement by each of
the Company and Technoiogies (refer to Secticn 1.1.4 for details);

the establishment of a trust pursuant to which the Deed Administrator as
trustee of the trust (Trustee) is obliged to hold the trust fund for the admitted
creditors of the Company; and

the payment to the Deed Administrator by Ascent Capital of the sum of
$150,000 {inclusive of the $25,000 deposit paid by Ascent Capital to each of
the Deed Administrator and the Technologies Deed Administrator).

The Deed of Company Arrangement inciudes the following essential terms:

(a)

{b)

{c)

{d)

the Deed Administrator shall pay out of the cash funds received:

® firstly, satisfaction in full of the debt owing to National Australia Bank
Limited, in return for discharge of their security;

(H) secondly, out of the balance remaining:
(A) first, pay 50% to the Technologies Deed Adminisirator;

(B) next, to the extent there are available funds, satisfy the Deed
Administrator's costs;

(C) next, to the extent there are available funds, pay any
empioyee entitlements;

{D) next, fo the extent there are available funds, pay any balance
to the Trustee;

the Company shali issue 5,000,000 Shares to the Technologies Deed
Administrator (post consolidation) and as set out in Resolution 3, to be applied
by the Technologies Deed Administrator for the benefit of Technologies’
creditors;

the Company shall transfer to the Trustee all assets of the Company, except
for the SOX Technology and the other assets contemplated in the asset
transfer agreement, and its shareholding in Technologies ;

if any proceeds are available (after legal costs and disbursements) from any
legal action taken against Neoside and its guarantors, the Deed Administrator
must apply the net proceeds as follows:

(i) the first $750,000 of any such net proceeds are to be paid to the
Trustee; and
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1.2.3

2.1

(H) next, as fo the balance, as fo 90%, to the Trustee (such that the
admitted creditors’ claims can be paid in full) and, as to 10%, to the
Technologies Deed Administrator; and

(Hi) next, as to any balance, to the Company;

{e) the asset transfer agreement shall be settled (refer to Section 1.1.4 for
details);

) within 7 days of the date of the Company’s securities being reinstated to

trading on ASX, Ascent Capital will pay the sum of $103,000 to the Trustee;

(@) the Company has agreed not to participate as a creditor of Technologies and
has discharged and released its potential claim of approximately $30 millicn
against Technologies;

{h) the claim by the Company against Neoside and its guarantors for breach of
the terms of the Subscription Agreement will be pursued to the extent that the
claim may be pursued without access to the assets fo be made availabie to
pay the admitted creditors’ claims;

(i} the Trustee will consider the claims of creditors which arcse on or before the
date of the administration and will pay a dividend to creditors in accordance
with the order of priority set out in the Corporations Act; and

(i) creditors of the Company must accept their entitiements under the Deed of
Company Arrangement in full satisfaction and complete discharge of their
debts and claims which they have or claim against the Company.

The Deed of Company Arrangement will immediately terminate after completion of the
events set out in paragraphs (a) to {e) above or where, as discussed above in Section
1.1.2, where Neoside compilies with its obligations pursuant tc the Subscription
Agreement.

In addition, pursuant to the Technologies Deed of Company Arrangement,
Technologies released the Company from any and all claims that Technologies may
have against it.

Conclusion

The Resolutions set out in the Notice are important and affect the future of Tennyson.
Shareholders are therefore urged to give careful consideration to the Notice and the
contents of this Explanatory Statement.

THE RESCLUTIONS
Resolution 1 — Consolidation of Capital

The Company is seeking Shareholder approval to consolidate the issued capital of the
Company on a 1 for 10 basis in accordance with the Recapitalisation Proposal and the
Deed of Company Arrangement.

Section 254H of the Corporations Act provides that a company may, by resolution
passed in general meeting, convert aff or any of its shares into a larger or smaller
number of shares. The ASX Listing Rules also require that the number of options on
issue be consofidated in the same ratio as the ordinary capital and the exercise price
be amended in inverse proportion to that ratio.

If Resolution 1 is passed, the number of Shares on issue wili be reduced on 1 for 10

basis, from 170,926,958 to approximately 17,092,695 The terms and conditions of
the Shares will not be affected.
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The Company aiso has 10,000,000 2004 Options on issue.

In addition, at the General Meeting of Shareholders of Tennyson on 31 October 2003,
the Shareholders of Tennyson approved the issue of 8,333,333 unlisted options in the
Company to Vagg Investment Management Services Pty Lid. These options are
exercisable at $0.03 per option with an expiry date being 12 months after the date the
options are issued (Vagyg Options).

Due to the Company going into administration the Vagg Opticns were never issued by
the Company/Administrator, notwithstanding that the Vagg Options were to be issued
as soon as praclicable, but in any event, within three months after the date of the
general meeting (i.e. 31 January 2004)

It is the intention of the Company to issue the Vagg Options and for them to be
consolidated on a 1 for 10 basis.

All options will be consolidated on the same basis as the Shares and their exercise
price amended in inverse propottion to the consolidation ratio in accordance with the
Listing Rules. Accordingly, if Sharehoider approval is obtained for the Resolution, the
consoiidation of the capital wil:

(a) not affect the terms and conditions of 2004 Options or the Vagyg Options;

{b) decrease the number of 2004 Options on issue from 10,000,000 tfo
approximately 1,000,06C0;

{c) increase the exercise price of the 2004 Options from the existing exercise
price of $0.10 to 10 times the existing exercise price, being $1.00; and

{d) decrease the number of Vagg Options on issue fo 833,333 and increase the
exercise price from $0.03 to $0.30.

As from the effective date of the Resolution {being the date of the Meeting), all holding
statements for Shares, 2004 Options and Vagg Options will cease to have any effect,
except as evidence of entittiement tc a certain number of post-consolidation Shares,
2004 Options and Vagg Options.

After the consolidation becomes effective, the Company will dispaich a notice fo
Shareholders and holders of 2004 Options and Vagg Options advising them of the
number of Shares, Options and Vagg Options held by each Shareholders, holder of
2004 Options or holder of Vagg Options (as the case may be) both before and after
the consolidation. The Company wili aiso arrange for new holding statements to be
issued to Sharehoiders, holders of 2004 Options and the holder of Vagg Options. It is
the responsibility of each Shareholder, holder of 2004 Options and holder of Vagg
Opticns to check the number of Shares, 2004 Options and Vagg Options heid prior fo
a disposal.

For the purpose of the ASX Listing Rules, the Company is reguired to foliow the
foliowing timetable for the consolidation:

Event Date

Company to send out Notice of Meeting Before Business Day O

Company tells ASX that Shareholders have approved | Business Day 0
the consolidation and last day for trading in pre-
reorganised securities

Trading in the recrganised securities commences on a | Business Day 1
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deferred settlement basis

First day for the Company to send notices to security | Business Day 6
holders confirming the number of securities heid before
and after the consolidation, and first day for the
Company to register securiies on a post re-
organisation basis and issue of holding statements

Last day for securities o be entered on the hoiders’ | Business Day 1C
security holding and deferred trading ends.

The securities of the Company will remain suspended from ASX during this process.

For the reference of Shareholders, the Company provides the foliowing additional
information:

The current share capital structure of the Company is as foliows:

Shares Current Share Capital
170,926,958 Shares on issue

Options Description
10,000,060 2004 Options: Exercisabie at $0.10 on or before 12 July 2004

Following completion of the consclidation proposed by Resoiution 1 and the issue and
allotment of Shares and Options proposed by Resolutions 2 and 3 as set out in this
Notice and the issue of the Vagg Options, the capital structure of the Company wilf be
as follows:

Shares Share Capital
17,092,685 Shares on issue post consolidation {Resolution 1)
20,000,600 Issue of Shares — Resolution 2
90,000,600 Issue of Shares — Resolution 2
125,000,000 Issus of Shares — Resolution 2
5,000,000 Issue of Shares — Resolution 3
Shares on issue after consolidation and issues proposed in

257,092,695 this Notice
Options
2004 Options: Exercisable at $1.00 on or before 12 July 2004
1,000,600 L .
post consolidation (Resolution 1)
Grant of Options — Resolution 2: Exercisable at $0.01 on or
34,000,000 before 31 December 2007
833,333 Vagg Options: Exercisable at 30 cents with an expiry date

being 12 months after the date the options are issued.

Where the number of Shares, 2004 Options and Vagg Opticns is not evenly divisible by
10, any fractional entitiement that would otherwise resuit from the consolidation will be
rounded down to the nearest whole Share, 2004 Option or Vagg Option.

It is considered that there are no taxation conseguences that exist for Shareholders,
holders of 2004 Options or the holder of Vagg Options arising from the conselidation.
However, Shareholders, holders of 2004 Options and the holder of Vagg Options are
advised to seek their own tax advice on the effect of the consoclidation and neither the
Company, the Deed Administrater nor the Directors (or the Company's advisers)
accept responsibility for the individual taxation consequences arising from the
consoiidation.
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2.2

2.21

2.22

Resolution 2 — Aliotment and Issue of Shares and Options for Working Capital
Background

The Shares and Options under Resolution 2 are being issued in accordance with the
Recapitalisation Proposal and the Deed of Company Arrangement.

The Shares and Options proposed to be issued under Resolution 2 will be issued to
Ascent Capital, its directors and tc nominated third parties.

The following proposed issues of securities pursuant to this Resolution 2 will be made
to Ascent Capital and its directors, {which group has proposed, negotiated and
presented the Recapitalisation Proposal, as approved by c¢reditors, and as contained in
this Notice of Meeting for consideration by Shareholders) and to nominated third
parties:

{(a) 20,000,000 Shares (post consolidation) at 0.01 cents each;

{b) 34,000,000 Options (post consolidation) for a total subscription sum of
$1,000; and

{c) 90,000,000 Shares (post consolidation) at 0.222 cents each.

The proposed issue of 125.000,000 Shares {post consclidation) at 1 cent each
pursuant to this Resoiution 2 will be issued to Ascent Capital, its directers and to
nominated third parties, which may include the public and Shareholders of the
Company, and will be made as a general offer in accordance with the terms of the
Recapitalisation Proposal.

Part of the funds raised from the aliotment of Shares pursuant to Resolution 2 will be
used to repay Ascent Capital monies paid for the purpose of satisfying the claims of
creditors and making payment to the Administrator and the Deed Administrator of their
fees, costs and expenses and for the settlement of the purchase of the SOX
Technology business. The balance of the funds raised, shall be used by the Company
to meet the costs of the Recapitalisation Proposal and fo meet the cosis of the
Company's ongoing operations of the SOX Technolegy business as set out in Section
1.1.4 “Purpose of the Capital Raisings".

ASX Listing Rules

Resolution 2 requires Shareholder approval in accordance with ASX Listing Rules 7.1
and 10.11%.

ASX Listing Rule 10.11

ASX Listing Rule 10.11 reguires a listed company to obiain shareholder approval by
ordinary resolution prior to the issue of securities to a related party of the company.

If Resolution 2 is passed, 123,500,000 Shares and 24,000,000 Options to be issued
pursuant to Resoluticn 2 may be issued fo parties comprising David Steinepreis, Hugh
Warner and Gary Steinepreis {or entities controlled by them), each of whom are
Directors, and Ascent Capital.

Directors are related parties of the Company. Ascent Capital is a related party of
David Steinepreis, Gary Steinepreis and Hugh Warner as it is an entity controlled by
them and is therefore a related party of the Company. For this reasen, approval for
the issue of the Shares and Options to these parties is required pursuant o ASX
Listing Rule 10.11.
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Approval pursuant to ASX Listing Rule 7.1 is not required in order to issue the Shares
and Options to these parties as approval is being obtained under ASX Listing Rule
10.11. Shareholders should note that the issue of Shares and Options to the parties
set out above will not be included in the 15% calculation for the purposes of ASX
Listing Rule 7.1.

ASX Listing Rule 10.13 sets out & number of matters which must be included in &
notice of meeting proposing an approval under ASX Listing Rule 10.11. For the
purposes of ASX Listing Rule 10.13, the following information is provided in relation fo
Resolution 2:

{(a) the allottees of the Shares and Options for the purposes of ASX Listing Rule 10.11
are David Steinepreis, Hugh Warner, Gary Steinepreis and Ascent Capital with the
maximum number of securities to be issued by the Company is as set out in the
following table (post consolidation). The grantees referred to below shalfl be
entitled fo specify any nominee as determined by them subject to paragraph (b)

below:
Table 1
Column 14 Column 2 Column 3 Column 4 Column 5
No. of Shares Maximum no Maximum Maximurm Maximum
currently held, of Shares to No. of No. of Neo. of
both directly & be issued at Shares to Options to Shares to
indirectly G.01 cents be issued be granted he issued
{post (Resolution 2) at06.222 {Resolation at 1 cent
consolidation) cents 2) (Resolution
{Resolution 2)
2}
David Steinepreis Nit 4,000,000 11,250,000 5,000,000 17,500,000
Hugh Warmer Nii 4,000,000 11,250,000 5,000,600 17,500,000
Gary Steinepreis Nii 4,000,000 11,250,000 5,000,600 17,500,000
Ascent Capital Nt 4,600,000 11,250,000 &,000,600 16,000,000
Total 16,000,000 45,000,000 24,000,000 £2,500,000

{b) in the event the allottee does not take up the maximum allocation, that allottee is
entitled to nominate a third party or parties to subscribe for the Shares andfor
Options. That third party must be approved by the Directors in their discretion and

provided that no nominee will acquire voting power that is greater than 20% of the
Company;

{c) the Shares and Optiocns to be issued to Ascent Capital, David Steinepreis, Gary
Steinepreis and Hugh Warner, wili be issued on one date and not later than one
month after the date of the Meeting {or such ater date as permitted by any ASX
waiver or modification of the ASX Listing Rules);

{d) as noted above, Ascent Capital is an entity controiied by the Directors and as such
is a related party of the Company;

{e) the Shares will be issued to Ascent Capital, David Steinepreis, Hugh Warner and
Gary Steinepreis at the various issue prices set out in the above table;

{f) the Opticns will be issued to Ascent Capital, David Steinepreis, Hugh Warner and
Gary Steinepreis for a total consideration of $565;

{g) the Shares will rank egually with the existing Shares on issue {post consolidation};

{h) the Options will be granted on the terms and conditions set out in Section 2.2.5 of
this Explanatory Statement (post consolidation); and

(i} the funds raised from the issue of the Shares and Options pursuant o Resolution 2
will be used in accordance with Section 1.1.4 of the Explanatory Statement.
Shareholders are referred fo Sections 1.1 and 1.2 of this Explanatory Statement.
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ASX Listing Rule 7.1

The remaining portion of the securities to be issued pursuant to Resoiution 2
(111,500,000 Shares and 10,000,000 Opticns) will be issued to non-related parties.

Approval is required pursuant to ASX Listing Rule 7.1 as the number of Shares
proposed to be issued will exceed 15% of the capital of the Company on issue during
the past 12 months. The approval under this rule relates only to the Shares proposed
to be issued fo parties who are not related parties of the Company (see below).
Although the issue of the remainder of the Shares and Options to be issued pursuant
to Resolution 2 is at the discretion of Ascent Capital, none of the remaining Shares
and Options (111,500,000 Shares and 10,000,000 Options) will be issued to any
retated parties of the Company.

In accerdance with ASX Listing Rule 7.3, the following information is provided fo
Shareholders for the purposes of obtaining Shareholder approval pursuant to the ASX
Listing Rules for Resoiution 2:

(a) the maximum number of securities to be issued by the Company is 235,000,000
Shares and 34,000,000 Options (post consolidation);

(b the Shares and Options are proposed fo be issued to Ascent Capital, the
Directors {as detailed above) and nominated third parties, none of whom are (or
will be at the time of the issue of the Shares and Options) reiated parties to the
Company, in the maximum amounts set out in the table and notes below:

Table 2
Column 1 Column 2 Cotumn 3 Column 4 Column & Total of Total

No. of Shares Maximum no fMaximmtim Maximum Maximum existing Maximurn

currently held, of Shares {o No. of No. of No. of shareholders No. of

hoth directly & be issued at Shares to Ogptions to Shares to and Options to

indirectty 0.01 cents be issued he issued be issued maximum be issued
{post {Resolution 2} at0.222 (Resolution &t t cent no. of
consolidation) cents 2} {Resolutions | Shares to be
{Resotution 2} issued
2)

David Stelnepreis Nl 4,000,000 | 11,250,000 5.000,000 | 17,500,000 32,750,000 | 5,000,000
Fugh Warner Nil 4,000,000 | 11,250,000 5,000,000 | 17,500,000 32,750,000 | 5,000,000
Gary Steinepreis Nil 4,000,000 | 11,250,000 5,000,000 | 17,500,000 32,750,000 | 5,000,000
Ascent Capital Nil 4,000,000 | 11,250,000 9,000,000 | 10,000,000 25250,000 | 9,000,000
Third Parfies Nil 4,000,000 | 45000,000 | 10,000,000 | 62,500,000 | 111,500,000 | 10,000,000
Issue to Nl Nit Nl Nil Nl 5,000,000 Nil
Technologies
Deed
Administrator
Existing 17,092 895 N N Nl Nil 17,082,695 Nl
Sharshoiders
TOTALS 17,092 695 20,000,000 | 90,000,000 | 34,000,000 | 125,000,000 | 257,002,695 | 34,000,000

{c) the third parties must be approved by the Directors in their discretion and
provided that no neminee will acquire voting power that is greater than 20% of
the Company;

{d} the Shares and Options issued to the third parties will be issued pursuant o a
Prospectus and will be issued fo non related parties of the Company. It is
anticipated that these Shares and Options will be allotted on one date and wili be
issued not later than 3 months after the date of the Meeting (or such later date
as permitted by any ASX waiver or modification of the ASX Listing Rules),

(e) the Shares will be issued to the third parties at the various issue prices set out in
the above table;

M the Opticns wili be issued fo the third parties for a total consideration of $435;

{g) the Shares issued pursuant to Resoclution 2 will rank equaily with the existing

Shares on issue (post consolidation);
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2.2.3

{h} the Options will be granted on the terms and conditions set out in Section 2.2.5
of this Explanatory Statement (post consolidation); and

{iy the funds raised from the issue of the Shares and Opticns pursuant fo
Resolution 2 will be used in accordance with Section 1.1.4 of the Explanatory
Statement.  Sharehclders are referred to Sections 1.1 and 1.2 of this
Expianatory Statement.

Chapter 2E of the Corporations Act

Chapter 2E of the Corporations Act regulates the provision of financial benefits to
related parties by a public company. Section 208 of the Corporations Act prohibits a
public company giving a financial benefit to a related party uniess one of a number of
exceptions applies.

A "financial benefit” is defined in the Corporations Act in broad terms and includes a
public company issuing securities.

For the purpose of this meeting, a "related party” includes:

(a) a director;
{b) an entity over which a director has controi; and
{c) an entity which believes, or has reasonable grounds to believe, that it is likely

to become a related party in the future.

For the purposes of Chapter 2E of the Corporations Act, David Steinepreis, Hugh
Woarner and Gary Steinepreis are each a related party of the Company by virtue of the
fact that they are Directors. David Steinepreis, Hugh Warner and Gary Steinepreis
each own a 33.3% interest in Ascent Capital and accordingly, Ascent Capital is a
related party of David Steinepreis, Gary Steinepreis and Hugh Warner and is therefore
a related party of the Company.

Section 208 of the Corporations Act provides that for a public company to give a
financial benefit to a related party of that company, the public company must:

{(a) obtain the approval of members in the way set out in Sections 217 to 227; and
{b) give the benefit within 15 months after the approval.

For the avoidance of doubt, the Company is seeking Shareholder approval for the
purpeses of Chapter 2E of the Corporations Act in respect of the Shares and Options
proposed to be issued pursuant to Resolution 2 to Ascent Capital, David Steinepreis,
Hugh Warner, and Gary Steinepreis or their nominees as set out above.

The following information is provided to satisfy the requirements of Section 219 of the
Corporations Act:

(a) the proposed financial benefit to be given to the related party (or his nominee)
is the maximum number of Shares and Options set out in Table 1 in Section
2.2.2 and proposed to be allotted to that Director or his nominee and Ascent
Capital;

(o) the Shares proposed o be issued pursuant to Resolution 2 are being issued to
the related parties with the various issue prices as set out in Table 1 of Section
2.2.2. The Options are being issued to the related parties for the subscription
sum of $565. These values are as proposed by Ascent Capital in its
Recapitalisation Proposal and as incorporated into the Deed of Company
Arrangement;
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as the Company was placed in administration and thereafter executed a Deed
of Company Arrangement, the Directors have no authority to act on pbehalf of
the Company {other than when expressly authorised under the terms of the
Deed of Company Arrangement). Accordingly, the Directors make no
recommendation to Shareholders in respect of Resolution 2;

if Shareholders approve the afiotment and issue of the Shares and the grant of
the Options to David Steinepreis, Hugh Warner, Gary Steinepreis and Ascent
Capital and ali or any of the Options are exercised, the effect will be te dilute
the shareholding of existing Shareholders. The market price for Shares during
the term of the Options would normally determine whether or not those parties
exercise the Options. If at the time any of the Options are exercised, the
Shares are trading on ASX at a price which is higher than the exercise price of
the Options, there may be a perceived cost fo the Company. Subject fo any
adjustments arising from further issues of securities by the Company,
24,000,000 Shares {post consolidation} will be aliotted and issued upon
exercise of the Options issued to these related parties with the effect that the
shareholding of existing shareholders wili be diluted by approximately 8.5%
(based on 281,092,695 Shares on issue and assuming no other Options, 2004
Options or Vagg Options are exercised and assuming all Resolutions
contained in this Notice are implemented and the consolidation pursuant to
Resolution 1 is effected);

a valuation of the Options proposed to be issued is set out in Section 2.2.6 of
this Expianatory Statement; and

additional information in relaticn fo Resolution 2 is set out throughout this
Explanatory Statement. In particular, an [Independent Expert's Report,
attached to this Memorandum, has been provided in relation to Resolution 2
which sets out a valuation of the Company and concludes that the proposed
transaction is fair and reasonabie to non-asscciated Shareholders.
Sharehoiders shouid therefore read this Explanatory Statement and the
independent Expert's Report in its entirety before making a decision as to how
to vote in relation to Resolution 2.

For the purposes of the related party provisions, the following additional information is
disclosed:

(@)

{b)

the remuneration paid fo the related parties over the last 12 months to the date
of issue of this Notice is as follows:

Ascent Capital NIl
David Steinepreis SNl
Hugh Warner 3Nil
Gary Steinepreis $Nil

the Company’s Shares have been suspended frem trading ocn ASX since 14
October 2003 accordingly, no information can provided as to recent price
history; and

the Directors’ and Ascent Capital's interest in Shares and Options in the

Company as at the date of this Memorandum is nil, as disciosed in Table 2 in
Section 2.2.2 of this Explanatory Statement.
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2.2.4

Section 611 of the Corporations Act

Pursuant to Section 608(1) of the Corporations Act, a person must not acquire a
relevant interest in issued voting shares in a listed company if the person acquiring the
interest does so through a transaction in relation to securities entered into by or on
behalf of the person and because of the transaction, that person’s or someone else’s
voting power in the company increases:

{(a) from 20% or below to more than 20%; or
(b) from a starting point above 20% and below 80%.

The voting power of a person in a body corporate is determined in accordance with
Sectiocn 610 of the Corporations Act. The calculation of a person’s voting power in a
company invoives determining the voting shares in the company in which the persocn
and the person’s associates have a relevant interest.

The "associate” reference includes a reference to a person in concert with whom a
primary person is acting or proposes o act.

A person has a relevant interest in securities if they:
{(a) are the holder of the securities;

{b) have the power to exercise, or control the exercise of, a right to vote attached
to securities: or

{(c) have power fo dispose of, or control the exercise of a power to dispose of, the
securities.

It does not matter how remote the relevant interest is or how it arises. If two or more
people can jointly exercise cne of these powers, each of them is taken to have that
power.

Pursuant to Resolution 2, in accordance with the Recapitalisation Proposal, it is
proposed that the Company issue and allot 123,500,000 Shares and 24,000,000
Opticns to David Steinepreis, Hugh Warner and Gary Steinepreis (or entities controlled
by them) and Ascent Capital. The maximum number of Shares and Options to be
subscribed for by each of these parties is set out in Table 1 of Section 2.2.2.

Ascent Capital

Ascent Capital is a company owned as to 33.3% each by entities controlled by David
Steinepreis, Hugh Warner and Gary Steinepreis and each of these parties are
Directors of Ascent Capital.

The voting power of Ascent Capital therefore includes Ascent Capital's voting power
and the voting power of each of its associates (David Steinepreis, Hugh Warnher and
Gary Steinepreis).

The voting power of each of Pavid Steinepreis, Hugh Warner and Gary Steinepreis
comprises the votes aftached fo the Shares in which they wiff each have a direct
relevant interest, and, as they each control cver 20% of the voting power of Ascent
Capital, they will each have a deemed relevant interest in the Shares in which Ascent
Capital has a relevant interest.

Further, each of David Steinepreis, Hugh Warner, Gary Steinepreis and Ascent Capital

consider they have “acted in concert” in respect of their Shares and this wilt continue
up to the peint in ime that the Recapitalisation Proposal is settied.
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Ascent Capital wiff also be nominating third parties who will subscribe for Shares and
Opticns pursuant to Resoclution 2. These parties are likely fo be persons that are
personally known fo the directors of Ascent Capital however neither Ascent Capital nor
its directors will have any power o control or contrel the manner in which these
persons will vote or dispose of those Shares when issued.

Reasons for Approval

Shareholder approval under Item 7 of Section 811 of the Corporations Act is required
because at the time of settlement under the Deed of Company Arrangement and the
Recapitalisation Proposail, Ascent Capital and its associates will each have a voting
power that will exceed 20% of the issued capital of the Company. Those persons may
also hold Opticns which, if exercised, will increase their voting power in the Company.

Information is reqguired to be provided to Sharehoiders under ASIC Policy Statement 74
and the Corporations Act. Shareholders are also referred to the Independent Expert's
Report prepared by Stanton Partners Corporate Pty Ltd, which accompanies this
Explanatory Statement.

For the purposes of the Corporations Act and the approval under item 7 of Section 611
for Ascent Capital and its associates, the following information is disclosed:

Identity of persons who will hold a relevant interest in the Shares to be allotted
and issued.

The identity of the persons who will hoid a relevant interest in issued Shares and who
may be issued Shares under the capital raising and which is reguired to be approved
for Resolution 2 for the purposes of ltem 7 of Section 611 are Ascent Capital and each
of the directors of Ascent Capital.

The identities of the directors of Ascent Capital and details of Ascent Capital in its own
right are set out in Sections 1.1.5 and 1.2.1 of this Explanatory Statement. Section
1.2.1 sets out detailed information in respect of each of those persons, and the number
of issued Shares in which they will have a relevant interest is shown in Table 3 below.

Shares to which the allottee will be entitled immediately before and after the
allotment

As at the date of this Notice, each of Ascent Capital, David Steinepreis, Hugh Warner
and Gary Steinepreis have a relevant interest in the Shares of the Company as shown
in Column 1 of Table 3 below.

The maximum number of Shares (post consoclidation) that each of Ascent Capital,
David Steinepreis, Hugh Warner and Gary Steinepreis will have a relevant interest in,
assuming none of their Options are exercised, is 123,500,000 and, assuming all of their
Opticns are exercised, is 147,500,000, as set out in the table below (Tabie 3).Tabie 3

Column 1 Column 2 Column 3 Column 4 Column §

No. of Shares Maximum No of Maximum No. | Maximum No. | Maximum No.

currently held, Shares to be | of Shares to be of Shares to of Shares to

both directly & issued at .01 issued be issued | be issued on

indirectly cents at0.222 cents at 1 cent exercise of

{post {Resolution 2} {Resolution 2) {Resolution | Options to be

consolidation} 2} granted

{Resolution 2}

[avid Steinepreis Ni 4,008,000 11,250,000 17,508,000 5,000,000
Hugh Warner Nif 4,008,000 11,280,000 17,508,000 5,000,000
Gary Steinepreis Ni 4,008,000 11,280,000 17,508,000 5,000,000
Ascent Capital INif 4,008,000 11,280,000 10,008,000 8,000,000
TOTALS Nil 16,000,000 45,000,000 62,508,000 24,000,000
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The maximum number of securities that may be held by each of Ascent Capital, Pavid
Steinepreis, Hugh Warner and Gary Steinepreis, third parties, Optionholders, 2004
Opticn holders and Vagg Investment Management Services Pty Ltd is set out in the
iable below {Tabie 4).

Table 4
Shares Cptions 2004 Vagg Fully Biluted Total
{Undiluted Ogptions Options | Shares
position)
David Steinepreis 32,750,000 5,000,000 il N 37,750,000
Hugh Wamer 32,750,000 5,000,000 Nil il 37,750,000
Gary Steinepreis 32,750,000 5,000,000 Nil N 37,750,000
Ascent Capital 25,250,000 9,000,000 Nil N 34,250,000
SUB-TOTAL 123,500,000 24,000,000 Nil Nii 147,560,000
Third Parties 111,500,000 10,000,000 Nil N 121,500,000
Technologies Deed 5,000,000 N Nil N 5,000,000
Administrator
Existing 17,092,695 N Nil N 17,002,695
Shareholders
2004 Gptionholders | Nil N 1,000,000 N 1,000,000
Vagg Investment Nil N Nil 833,333 | 833,333
Management
Services Ply Lid
TOTAL 257,092,695 34,000,000 1,000,000 833,333 | 292,926,028

Also set out above are the matters required to be disciosed in accordance with Section
611 ltem 7 of the Corporations Act. This information is disciosed on the assumption
that:

{a) settlement under the Deed of Company Arrangement has occurred;
{b) all Resolutions set out in the Notice are duly passed; and
{c) the capital raisings pursuant to Resolution 2 are fully subscribed.

The maximum extent of the increase in the relevant allotfees’ voting power in the
Comparny that would result from the Shares to be issued:

Each of Ascent Capital, David Steinepreis, Hugh Warher and Gary Steinepreis wifi
increase their voting power as follows:
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Table &

Scenario Maximum extent of the increase in voting
power
Norne of the Opticns, Vagg Options or 2004 From 0% to 48.05%
Options are exercised.
Each of Ascent Capital, David Steingpreis, From 0% to 54.4%

Hugh Warner and Gary Steinepreis
exercise their Options to be granted
pursuant to Resclution 2, enly.

All Options, Vagg Options and 2004 From 0% to 50.35%
Options are exercised.

The voting power that the relevant affottees would have as a result of the Shares to be
issued:

Each of Ascent Capital, David Steinepreis, Hugh Warner and Gary Steinepreis will
have the following voting power:

Table 6

Scenario Voting power

None of the Options, Vagg Options or 2004 48.05%
Options are exercised.

Each of Ascent Capital, David Steingpreis, 84 4%
Hugh Warner and Gary Steinepreis
exercise their Options to be granted
pursuant to Resclution 2, enly.

All  Ogptions, Vagg Coptions and 2004 50.35%
Options are exercised.

The maximum extent of the increase in the voting power of each of the allottees’
associates that would resulft from the Shares to be issued:

Each of David Steinepreis, Hugh Warner, Gary Steinepreis and Ascent Capital are
associates of each other. Therefore the maximum extent of the increase in the voting
power of each of the allottees” associates is as set out in Table 5 above.

The voting power that each of the allottees’ associates would have as a result of the
Shares to be issued.:

The voting power of each of the aliottees’ associates is as set out in Tabie 6 above.

Other Required Information
The following further information is disclosed:

(8) it is proposed that the Company will continue with the development and
commercialisation of its telecommunications technofogy and SOX Technology
business and as at the date of this Explanatory Statement, Ascent Capital has
sighed a joint venture agreement dated 9 February 2004 in this respect.
Further information regarding the future intentions of the Company is set out in
Section 1.1.3;
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2.25

{b)

{c)

{d)

(e)

the Company will be reguired to raise sufficient capital to fund existing and
future operations. To this end, the Company is seeking Shareholder approval
to proceed with a placement. Shareholders should refer to Resolution 2 for
further details regarding this capitai raising;

there are currently no employees of the Company nor are there any proposals
whereby any property will be transferred between the Company and the
allottees, vendor or purchaser or any person associated with any of them and,
other than the proposed disposal of some of the Company’s existing assets as
reguired under the Deed of Company Arrangement and the SOX Joint
Venture, there is no current intention to redeploy any other fixed assets of the
Company;

there is no intention to change the Company’s existing policies in relation to
financial matters or dividends. At present, the Company does not pay a
dividend. The dividend policy of the Company wili be assessed in accordance
with the future profitability of the Company's business; and

Sharehoiders must also note that each of David Steinepreis, Hugh Warner and
Gary Steinepreis may be granted 5,000,000 Options each (a total of
15,000,000 Options} and Ascent Capital may be granted 9,000,000 Options.
all these Options were exercised, the voting power of each of these parties
would be increased based on the number of Options exercised. Shareholders
are therefore also approving the increase in the voting power of each of these
parties arising as a result of the exercise of those Options.

Terms and conditions of Options

The materiai terms and conditions of the Options are as foliows:

(@)
{b)
{c)

{d)

(e)

{f)

(9)

each Option entitles the hoider, when exercised, o one {1) Share;
the Opticns are exercisable at any time on or before 31 December 2007;

the exercise price of the Options is 1 cent each (on a post-consolidation
basis);

subject to the Corporations Act, the Constitution and the ASX Listing Rules,
the Options are fully transferable;

the Options are exercisable by delivering to the registered office of the
Company a notice in writing stating the intention of the Option hoider to
exercise a specified number of Options, accompanied by an Option certificate,
if applicable, and a cheque made payable to the Company for the subscription
monies due, subject to the funds being duly cleared funds. The exercise of
only a portion of the Options held does not affect the holder 's right to exercise
the baiance of any Options remaining;

all Shares issued upon exercise of the Options will rank pari passu in ail
respects with the Company ’s then issued Shares. The Options will be
unlisted however the Company reserves the right to apply for quotation at &
later date;

there are no participating rights or entitlements inherent in the Options and
holders will not be entitled to participate in new issues of capital offered to
Sharehoiders during the currency of the Options. However, the Company will
ensure that, for the purpose of determining entitlements to any issue, Option
holders will be notified of the proposed issue at feast seven (7} Business Days
before the record date of any proposed issue. This will give Option holders
the opportunity to exercise the options pricr to the date for determining
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2.2.6

2.2.7

2.2.8

eniitlements to participate in any such issue;

{h) if at any time the issued capital of the Company is reorganised, the rights of an
Option holder are to be changed to the extent necessary to comply with the
Listing Rules applying fo a reorganisation of capitai at the time of the
recrganisation; and

(i in the event the Company makes & pro rata issue of securities, the exercise
price of the options will change in accordance with the formula set out in ASX
Listing Rule 6.22.2.

Valuation of Options

The Options issued pursuant to the Resolutions in this Notice have been valued using
the Black & Scholes pricing model. The assumptions that have been used fo vaiue the
Options are as follows:

{a) the iast expiry date of the Options is 31 December 2007;

{b) all of the Options are exercisable at 1 cent (post consolidation);

{c) the market price of a2 Share is 1 cent (post consolidation);

{d) acommon volatility factor of 25% and 50%;

{e) an interest rate of 5.7156%;

(i the vaiuation ascribed to the Options may not necessarily represent the market
price of the Opticns at the date of the valuation; and

{g) the valuation date for the Opticns is the date of this Notice.

The above parameters result in a range of values for an option expiring on 31
December 2007 of:

25% volatility 0.23 cents
50% volatility 0.37 cents

The above values assumes that the market price of a Tennyson Share will be 1 cent
{being the issue price of the Shares pursuant to Resolution 2 {d}). The actual market
vaiue will not be known until the Tennyson Shares are requoted on ASX.

Directors’ Recommendations

As the Company is subject to a Deed of Company Arrangement, the existing Directors
of the Company do not make any recommendation in respect of this Resolution.
Shareholders shouid read this Memorandum in full and the Independent Expert’s
Report referred to below fo form an opinion on the merits of the Recapitalisation
Proposal.

independent Expert’s Report

The Independent Expert's Report accompanying this Memorandum has been prepared
by Stanton Pariners Corporate Pty Ltd and sets out a detailed examination of the
proposed issue of Shares and Options to the Directors, Ascent Capital and nominated
third parties (Resolution 2) to enable Shareholders to assess the merits and decide
whether fo approve Resolution 2.
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2.2.9

To the extent that it is appropriate, the Independent Expert's Report sets out further
informaticn with respect fo this proposed fransaction and concludes that the issue of
the Shares and Opticns pursuant to Resolution 2 is fair and reasonable to the non
associated Sharehoiders of the Company.

Shareholders are urged tc carefully read the Independent Experf's Report to
understand the scope of the report, the methodology of the valuation and the sources
of infformation and assumptions made.

Proforma Statement of Financial Position

Set out below is a statement of financial position of the Company as at 14 October
2003 prepared from the Reports As To Affairs received by the Administrator from the
directers of the Company fogether with the proforma statement of financial positicn on
the basis of the assumptions set out below. Although the Reports as to Affairs do not
inciude Contributed Equity, Reserves, Option Premium or Accumuiated losses figures,
these have been inserted for completeness.
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TENNYSON NETWORKS LIMITED
{SUBJECT TO DEED OF COMPANY ARRANGEMENT)
Statement of Financial Position

Proforma after
Directors Report capital raising
as to Affairs and completion of

$ Deed of Company

Summary of

Arrangement
Notes $
Current Assets
Sundry debtors 4,000 -
Cash assets {1} - 1,097,060
Assets subject to specific charges 3,000 -
Contingent Assetls 106,000 -
TOTAL CURRENT ASSETS 147,000 1,007,000
TOTAL ASSETS 147,000 1,007,000
Current Liabitities
Amounts owing for employee entitlements 84,000 -
Unsecured creditors 1,805,000 75,000
tess amounts owing on assets subject -
o specific charges 56,000
Contingent labilities 182,000 -
TOTAL CURRENT LIABILITIES 2,137,000 75,000
NET ASSETS {LIABILITIES} (2,030,000) 1,022,000
EQUITY
Confributed Equity {(2) 36,437,639 37,839,638
Reserves ~ Oplion Premium - 1,600
Accumulated losses {38,467.639) 36,518,638
TOTAL EQUITY {2,030,000) 1,022,000
Note
1 The movement in the cash assels is reconciled as follows:
Cash assets: 3
Opening balance -
Ogption issue 1,000
Placement of Shares at 0.01 cents 2,000
Placement of Shares at 0.222 cenis 200,000
Placement of Shares at 1 cent 1,250,000
Payment o satisfy obligations under Deed of
Company Arrangement {356,000}
Closing balance 1,087,000

The movement in the contributed equity is reconciled as follows:
Contributed equity: $

Opening balance 36,437,639
Placement of Shares at 0.01 cents 2,000
Placement of Shares at 0.222 cenis 200,000
Placement of Shares at 1 cent - Public issue 1,250,000
issue to Deed Administrator of Technologies 50,000
Closing balance 37,938,639
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2.3

2.3.1

2.3.2

2.4

Resolution 3 — Issue and AHotment of Shares to the Deed Administrator of
Technologies

Background

Pursuant to the Deed of Company Arrangement, the Company is required fo issue
5,000,000 Shares fo the Technologies Deed Administrator (on a post consolidation
basis), to be applied by the Technoiogies Deed Administrator for the benefit of
Technologies’ creditors in accordance with the Technologies Deed of Company
Arrangement. Please refer to Section 1.2.2 for further details of the Deed of Company
Arrangement.

ASX Listing Rules

ASX Listing Rule 7.1 requires that a company obtain sharehclder approval prior to the
issue of securities representing more than 15% of the issued capital of the Company.
To provide the Company with flexibility to make future issues of securities, Resolution 3
seeks to authorise the Company to issue 5,000,000 Shares {on a post consclidation
basis) at a deemed issue price of 1 cent per Share, for no consideration, to
Technologies in accordance with the Deed of Company Arrangement.

ASX Listing Rule 7.3 requires the foilowing information be provided to Shareholders
when seeking an approval for the purposes of ASX Listing Rule 7.1:

{a} the total number of Shares to be issued pursuant to this Resolution is 5,000,060
Shares (post consolidation);

(b} the Shares will be issued on compietion under the Deed of Company
Arrangement. It is anticipated that the allotment and issue of the Shares will take
place no iater than 3 months after the date of the Meeting (or such later date as
permitted by ASX) and allotment will occur on one date;

{c) the Shares will be issued for no consideration at a deemed issue price of 1 cent
per Share;

() the allotiee of the Shares will be the Technologies Deed Administrator;

{e} the Shares issued pursuant to this Resolution will rank equally in all respects with
the Company’s existing Shares on issue {post consolidation);

M there will be no funds raised from the issue of the Shares as they are being
issued in accordance with the terms of Deed of Company Arrangement, as part
consideration for the execution by the Technologies' creditors of the
Technologies Deed of Company Arrangement.

Resolutions 4, 5 and 6 — Re-Election of Directors

Rule 7.1(d) of the Constitution of the Company states that the Directors may appoint
any natural person toc be a Direclor of the Company, either as an addition to the
existing Directors or o fill a casual vacancy.

Further, rule 7.1(e} of the Constitution reguires that at an AGM of the Company, each
Director appointed under rule 7.1(d) must retire from office as Director. Each Director
retiring from office in this manner is eligible for re-election under rule 7.1(g} and may be
elected to the office of Director by the Company under rule 7.1(f).

The Recapitalisation Proposal and the Deed of Company Arrangement provides for the
appointment of Ascent Capital's nominees, being David Steinepreis, Hugh Warner and
Gary Steinepreis, as Directors of the Company. As noted earlier, these perscns were
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2.5

appointed as Directors on 24 December 2003. [n accordance with the Constitution,
each of David Steinepreis, Hugh Warner and Gary Steinepreis retire from office as
Director and being eligible, seek re-election as a Director.

Accordingly, Resoiutions 4, 5 and 6 seek the re-election of David Steinepreis, Hugh
Wearner and Gary Steinepreis as Directors, effective at the conclusion of the Mesting.

Set out earlier in this Explanatory Statement is & summary of the backgrounds of each
of these persons.

Resolution 7 — Adoption of New Constitution

Resolution 7 is a special resolution which will enable the Company fo adopt a new
constitution which will comply with and incorporate recent changes to the Corporations
Act and the ASX Listing Rules.

It also contains & number of provisions designed to promote the more efficient running
of the Company, which should be of long-term benefit to the Company and its
Shareholders.

It is not practical to list ail the changes to the constitution in this statement and
Shareholders are invited to contact the Company if they have any queries or concerns.

For this purpose, a copy of the proposed new constitution is available for review by
Shareholders at the office of the Deed Administrator.

ENQUIRIES

Shareholders are invited to contact David Steinepreis, Ascent Capital, on (08) 9420
9300 if they have any queries in respect of the matters set out in this Memorandum.
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GLOSSARY

2004 Options means options, each to acquire one Share, exercisable at $0.10 on or
before 12 July 2004.

Administrator means Nicholas Brooke and Geoffrey Frank Totterdell of
PricewaterhouseCoopers, Chartered Accountants.

Ascent Capital means Ascent Capital Pty Lid (ABN 19 065 055 816).
ASIC means Australian Securities and Investmenis Commission.
ASX means Australian Stock Exchange Limited.

ASX Listing Rules or Listing Rules means the Listing Rules of ASX.
Board means the board of directors of the Company.

Company and Tennyson means Tennyson Networks Limited (subject to deed of
company arrangement) {ABN 98 008 805 298).

Constitution means the Company’s constitution.
Corporations Act means the Corporations Act 2001 {Cth}.

Deed Administrator means Nicholas Brooke, Stephen Graham Longley and Geoffrey
Frank Totterdel! of PricewaterhouseCoopers, Chartered Accountants,

Directors means the current directors of the Company.
Explanatory Statement means the explanatory statement to the Memorandum.

Independent Expert's Report means the independent expert's repert prepared by
Stanton Partners Corporate Pty Ltd which is annexed to this Memorandum.

Meeting means the annual general meeting of Sharehoiders convened by the Notice.
Memorandum means this information memorandum.

Notice or Notice of Meeting means the notice of annual general meeting
accompanying this Memorandum.

Official List means the official list of ASX.

Options means unlisted opticns, each to acquire one Share, at an exercise price of 1
cent each on or before 31 December 2007.

Recapitalisation Proposal means the Recapitalisation Proposal, proposed by Ascent
Capital Pty Ltd and approved by creditors of the Company on 8 December 2003.

Resolution means a resolution contained in the Notice.
Shares means fully paid ordinary shares in the capital of the Company.
Subscription Agreement means the agreement dated 16 July 2003 between Neoside

Pty Ltd, Tennyson, John Wesley Fleicher and Geoffrey John Rubython related to the
subscription for Shares in Tennyson.
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Shareholders means persons hoiding Shares.

80X Technology means Technoclogies' rights, title and interest in the product(s)
developed, owned and marketed by Technologies which integrates voice, facsimile,
voicemail, data and internet communication needs of small office of up to 64 users, and
all inteliectual property in relation hereto, including without limitation, all patents,
innovations patents, registered or unregistered trademarks, copyrights in original works
or other subject matter, designs {whether registered or registrable but not unregistered)
unpatented inventions, methods and processes whether or not patentable, trade
secrets and know how, eligible layouts within the meaning given to that term by the
Circuit Layouts Act 1988 (Cth), source codes, hardware, software, licence generators
and improvements to or developments of any of the foregoing or any other equipment,
methods, processes or licences to exploit such technology and as mutually agreed by
the Administrator of Technologies and Ascent Capital.

Technologies means Tennyson Technologies Fiy Lid (ABN 80 009 389 802).
Technologies Deed Administrator means Nicholas Brooke, Stephen Graham
Longley and Geoffrey Frank Totterdell of PricewaterhouseCoopers, Chartered

Accountants.

Technologies Deed of Company Arrangement means the deed of company
arrangement for Technologies executed on 24 December 2003.

Trustee means Nicholas Brooke, Stephen Graham Longley and Geoffrey Frank
Totterdell of PricewaterhouseCoopers, Chartered Accounianis.
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INDEPENDENT EXPERT’S REPORT

STANTON PARTNERS CORPORATE PTY LTD

AN 083 838 331

1 HAVELOCK STREET
WEST PERTH 6008
WESTERN AUSTRALIA

TELEPHONE: (08) 8481 3188
EACSIMILE: (08) 9321 1204

e-mail: jvdisren@stanton.com.au
16 February 2004

Tennyson Networks Limited

(Subject 0 Deed of Company Arrangement)
C/- Ascent Capital Pty Lid

Level 1, 33 Ord Street

WEST PERTH WA 6005

Dear Sirs

RE:  FTENNYSON NETWORKS LIMITED (SUBJECT TO DEED OF COMPANY ARRANGEMENT) (ACN 009
805 298) MEETING OF SHAREHOLDERS PURSUANT TO SECTION 611 (FTEM 7) OF THE
CORPORATIONS ACT (“TCA”) AND LISTING RULE 10.11 RELATING TO THE PROPOSAL TO
ISSUE UP TO 235,000,000 POST CONSOLIDATED ORDINARY SHARES TO ASCENT CAPITAL PTY
LTD AND THE ASCENT GROUP OR THIRD PARTIES NOMINATED BY ASCENT CAPITAL PTY LTD
AND THE ISSUE OF 34,008,000 POST CONSOLIDATED OPTIONS TO ASCENT CAPITAL PTY LTD
AND THE ASCENT GROUP OR THIRD PARTIES NOMINATED BY ASCENT

I. Infroduction

1.1 We have been requested by the directors of Ascent Capital Pty Ltd (*Ascent™) to prepare
an independent expert’s report to determine the fairness and reasonableness of the
fransactions refersed to in Resclution 2 as detailed in the Notice of Meeting (“the Notice™)
to Tennyson Networks Limited (“Tennyson™ or “Company™) shareholders.

Resolution 2(a) relates to the proposal for the Company fo allot and issue up to 20,000,000
fully paid ordinary shares in the capital of the Company at an issue price of 0.01 cents per
ordinary share (on a post consolidated basis) to Ascent or the Ascent Group or third
parties nominated by Ascent to raise $2,000. Resolution 2(b) relates to the proposal for
the Company to aliot and issue up to 34,000,600 share options at an issue price of $1,600
(on a post consolidated basis) to Ascent or the Ascent Group or third parties nominated by
Ascent and each option is exercisable at | cent each, on or before 31 December 2007.
Resolution 2{c) relates to the proposal to allot and issue up to 90,000,000 fully paid
ordinary shares in the Company at an issue price of 0.222 cent per ordinary share (on a
post consolidated basis) to Ascent or the Ascent Group or third parties nominated by
Ascent 1o raise $200,000. Resolution 2(d) relates to the issue ot 125,000,000 shares (on a
post consolidated basis) at an issue price of 1.0 cent per ordinary share to Ascent or the
Ascent Group or third parties nominated by Ascent to raise $200,000.

Further details are noted below and in the Explanatory Statement to Shareholders of
Tennyson.
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On 14 October 2003, Messrs N Brooke and G F Totterdell of PricewaterhouseCoopers
insolvency specialists were appointed as Joint and Several Administrators of the Company

by the then directors of Tennyson pursuant to Section 436A of the Corporations Act
(“TCA™).

On 8 December 2003, it was resolved that the Company enter into a Deed of Company
Arrangement (“DOCA™) with Ascent and the Administrators and Stephen Graham
Longley be appointed the Administrators of the DOCA.

The DOCA was signed on 24 December 2003 following the approval of creditors of the
recapitalisation proposal on 8 December 2003 (following an adjourned meeting from 28
November 2003).

The DOCA requires that, subject to conditions being met, the following be made available
for the satisfaction of the claims of creditors and to meet the costs of the Administrators
and Deed Administrators.

{(iy that the SOX Technology owned by Tennyson Technologies Pty Litd
(*“Technologies™) a subsidiary of Tennyson be acquired by Tennyson from the
Administrator of Technologies pursuant to a sale and purchase agreement and
accordingly be transferred to Tennyson and that all other liabilities of Tennyson and
Technologies be comprised via separate Deeds of Company Arrangement and all
subsidiaries of Tennyson be transferred to the Creditors Deed Fund (*Trust Fund™)
referred to in the Explanatory Statement to Sharcholders. Refer paragraph 3.2
below for comments on a proposed joint venture pertaining to the SOX Technology.

(i)  Consideration, being the payment of cash funds of $336,000 and issue of shares, to
be allocated and prioritised as follows:

(a) the payment in cash ($56,000) to National Australia Bank L, in full, in
return for discharge of their security;

(b)  the balance of the cash funds to be allocated on a 50/50 basis for the benetit of
Tennyson and Technologies creditors; and

(¢) the issue of 5 million shares in Tennyson to the Deed Administrator of
Technologies for the benefit of Technologies creditors. Shares are to be
issued following completion of all matters relating to the recapitalisation
nroposal including the consolidation of the capital of Tennyson on a 1 for 10
basis. No shares will be paid to the Administrator of Tennyson.

(115} To make available to creditors of the net proceeds (that is, after legal costs and
disbursements), if any, from any legal action taken against Neoside Pty Ltd and its
guarantors. The first $750,000 of any net proceeds is to be distributed to Tennyson
creditors and thereafter 90% to Tennyson creditors and 10% to Technologies
creditors. Tennyson will fund litigation against Neoside Pty Ltd, although not from
the Trust Fuad.

(iv) Tennyson agrees not to participate as a creditor of Technologies and that its possible
claim of approximately $30 million from Technologies is discharged and released
under the DOCA.

Ascent has provided the funding fo meet the costs associated with the Notice and funding
to meet cerfain on-going costs of the business. Nominees of Ascent, being Mr David
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Steinepreis, Mr Gary Steinepreis and Mr Hugh Warner were appointed Directors of
Tennyson on 24 December 2003,

The recapitalisation proposal from Ascent requires members in general meeting to vote
and pass the following resolutions, all of which are inter-dependent other than (i) and
other recapitalisation proposals are also outlined below and in sections 1.3 and 3.2 of this
report:

(a) the consolidation of the capital of the Company on the basis that every 10 shares
be consolidated into 1 share (Resolution 1);

(b) the issue and allotment of 20,000,000 shares at an issue price of 0.01 cents per
share following the consolidation of capital, to raise $2,000 for working capital.
The determination of the allottees is at the sole discretion of Ascent (Resolution

2(a));

©) the issue of 34,000,000 share options for a total consideration of $1,0600
exercisable at 1 cents each on or before 31 December 2007, following the
consolidation of capital. The determination of the allottees is at the sole discretion
of Ascent (Resolution 2 (b));

(d) the issue and allotment of 90,600,000 shares at an issue price of 0.222 cents per
share following the consolidation of capital to raise $200,000 for working capital.
The determination of the allottees is at the sole discretion of Ascent (Resolution 2

(e

(e) the issue and allotment of 125,000,000 shares at an issue price of | cent per share
following the consolidation of capital to raise up to $1,250,600 for working
capital. The determination of the allottees is at the sole discretion of Ascent
{Resolution 2 {d));

(H) the transfer of such assets of the Company as are capable of being assigned to the
Trustee pursuant to Listing Rule 11.2 of the ASX and the terms of the DOCA,;

(&) the issue of 5,000,000 post-consolidated shares to the Deed Administrators of
Technclogies to be held on behalf of the creditors of Technologies;

the re-appomtment of the nominees o scent as directors of the Compan
h) ] ppoi fd i f A di f the Company
(Resolutions 4, 5 and 6); and

6} the adoption of a new Constitution (Resclution 7).

Further details on the Company’s history are referred to elsewhere in this report and the
Explanatory Statement to Sharehoiders.

1.4 For the purposes of Chapter 2E of the TCA, Messrs D Steinepreis, H Warner and G
Steinepreis, are cach a related party of the Company by virtue of the fact that they are, all
directors of Tennyson. Messrs D Steinepreis, G Steinepreis and H Warner are directors of
and 33.33% sharcholders in Ascent. For the purposes of this report all of the above,
including Ascent are referred to as the Ascent Group. The Ascent Group referred to in the
report is Ascent, D Steinepreis, G Steinepreis and H Warner collectively.
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1.5 Under the DOCA, arrangements have been made with all creditors for the settlement of their
debts (as full and final settlement). Furthermore, upon successful completion of the DOCA,
the Company would:

Be released trom the Deed of Company Arrangement;

Apply to be requoted on the Australian Stock Exchange ("ASX™);

Have approximately $1,022,000 cash funds; and

Have an interest in the SOX Technology via a proposed joint venture at a cost of
$406,000 (including the deemed issue price of 5,000,000 shares at I cent each) but
wriften off o nil.

1.6 There are six other resolutions (Resolutions 1, 3 and 4 to 7) being put to the sharcholders
of Tennyson. We are not reporting on the fairness and reasonableness of such proposals.
This report specifically addresses Resolution 2 only. However, we note the other
resolutions are all part of the recapitalisation process of Tennyson and need to be passed
for the recapitalisation process pursuant to the Deeds and Agreements to be consummated.

1.7 Under Section 606 of TCA, a person must not acquire a relevant interest in issued voting
shares in a company if because of the transaction, that persons or someone else’s voting
power in the company increases:

(2) from 20% or below fo more than 20%; or
(b} from a starting point that is above 20% and below 90%.

Under Section 611 (ltem 7) of TCA, Section 606 does not apply in relation o any
acquisition of shares in a company by resclution passed at a general meeting at which no
votes were cast in favour of the resolution by the acquirer or the disposer or their
respective associates.  An independent expert is required to report on fairness and
reasonableness of the transaction pursuant to a Section 611 (Item 7) meeting.

1.8 Following the consummation of the Resolutions relating to the share structure of the
Company, the following table depicts the new share structure of the Company:

Existing Maximum Maximum Shares o Maximum Maximum
Shareholdings | No. of Shares | No. of Shares | Administrators No. of Te No. of
{post to be to be Bssued for benefit of | Options to be | Shares to be
consolidation) teansferyred purseant to Technologies issued issued
purseant te Resolution eredifors pursaant fo purseant to
Resolution 2{cy Resolation Resolution
2a) 2(b) 2(d)
David
Steinepreds - ERLEIRIES 11,256,006 - 3,000,000 17,500,060
Hugh Waener - 4,000,000 11,256,006 - 3,000,000 17,500,060
Gary
Steinepreds - ERGEIRVES 11,250,006 - 3,000,000 17,500,060
Aseent - 4,004,000 11,250000 9,000,000 10,000,060
Ascent Group - 16,600,000 45,000,000 24,000,000 62,500,004
Third Partics to
be Nominated
by Ascent - 4,030,000 45,004,800 - 16,600,600 62,500,040
Existing
sharcholders 17.092,695 - - - - -
Creditors Trust
Deed - - - 3,600,600 - -
Total 17,692,695 26,600,000 50,000,060 5,080,000 34,000,600 125,000,000
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The sharcholding interests of the Ascent Group would be as follows:

fgnoring Including Options

Options Exercised
David Steinepreis 12.74 11.97
Hogh Warner 12.74 11.97
Gary Steinepreis 12.74 11.97
Ascent 9.82 11.76
Ascent Group 48.04 50.67
Third Parties nominated by Ascent 43.37 41.74

The total number of shares on issue (post-consolidated) would be 257,092,695 (before
exercise of the 34,000,000 options) and 291,092,695 (after exercise of the 34,000,600
options).

Therefore, an independent expert’s report pursuant to the Section 611 (Item 7) of TCA is
required to report on the fairness and reasonableness of the transactions pursuant to
Resolution 2. Also, as Messrs G Steinepreis, H Warner and D Steinepreis of Ascent are
deemed by ASX Listing Rules to be related parties, shareholder approval under Listing
Rule 10.11 is required. Ascent has requested Stanton Partners Corporate Pty Ltd to
prepare an independent expert’s report to assist the shareholders of Tennyson in
determining as to whether they vote for or against Resolution 2 as outlined in the Notice.

Apart from this introduction, the report considers the following:

»  Summary of opinion
»  Implications of the proposals

»  Future directions of Tennyson

»  Basis of technical valuation of Tennyson

»  Premium for control

»  Fairness and reasonableness of the proposal
»  Conclusion as to fairness and reasonableness
»  Sources of information

»  Appendix A

Summary of Opinion

1n determining the fairness and reasonableness of the transactions pursuant to Resolution
2, we have had regard to the guidelines set out by the Australian Securities and
Investments Commission (“ASIC™) in its Policy Statements 75 and 74.

Policy Statement 75 states that an opinion as to whether an offer is fair and/or reasonable
shall entail a comparison between the offer price and the value that may be attributed to
the securities under offer (fairness) and an examination fo determine whether there is
justification for the offer price on chjective grounds after reference to that value
(reasonableness). Policy Statement 74 states that, where an acquisition of shares by way
of an allotment is to be approved by shareholders pursuant to Section 611 (Item 7) of
TCA, it is desirable to commission a report by an independent expert stating whether or
not the proposal is fair and reasonable, having regard to the interests of shareholders other
than the proposed allottee (in this case, Ascent, the Ascent Group or third parties
nominated by Ascent) and whether a premium for potential control is being paid by the
allottee(s).
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3.1

Accordingly, our report relating to Resolution 2 is concerned firstly with the fairness and
reasonableness of the proposals with respect to the existing non associated sharcholders of
Tennyson, and secondly whether the price payable for a potential control includes a
premium for control.

1n our opinion:

The proposals as outlined in Resolution 2 that would allow Ascent and the Ascent Group
or third parties nominated by Ascent to acquire up to 235,000,000 post consolidated
shares and 34,000,000 share options in Tennyson are, on balance, fair and reasonable to
the non associated sharcholders of Tennyson.

The opinions expressed above are to be read in conjunction with the more detailed
analysis and comments made in this report.

Implications of the Proposals

Prior to the DOCA, the total number of shares on issue in Tenayson was 170,926,958, 1f
ali the resolutions are consummated, Ascent and the Ascent or third parties nominated by
Ascent will own 91.41% of the post consolidated capital of the Company (as depicted in
paragraph 1.8). As the third parties nominated by Ascent are only deemed under TCA to
be related, the actual holding of the post-consolidated capital of the Company by the
Ascent Group is 48.04%. If the 34,600,000 options proposed o be issued pursuant to
resolution 2(b) are exercised, then Ascent and the Ascent Group or third parties nominated
by Ascent will own 92.41% of the post-consolidated capital of the Company and the
Ascent Group only would own 50.67%.

It is estimated that the cost of the reconstruction process (legal fee, corporate fees,
expert’s report and capital raising fee) will be around $75,000. The Administrators fees
are payable out of the Creditors Trust Fund.

Following the consummation of all terms and conditions of the various Deeds and
assuming all Resolutions are consummated, Tennyson's unaudited pro-forma Statement of
Financial Position is expected to disclose:

Semmary of Pro-forma after
birectors Report capital raisings and
As To Affairs completion of
Notes (“RATA™) DOCA
5 $

Current Assets
Caslh assets 1 - 1,022,600
Receivables 4,000 -
Assels subject to specific
changes 3,600 -
Less amounts owing {56,000} -
Total Current Assels (49,000} 1,022,000
Non-Current Assefs
Intangibles and other - -
Contingent assets 160,G0G -
Total Non-Current Assets 160,609 -
Total Assets {including
contingent assets) 51,600 1,022,660
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Semmary of Pro-forma after

birectors Report capital raisings and
As To Affairs completion of
Notes (*RATA™) DOCA
b $
Current Liabilities
Employee Entitlements 84,000 -
Unsecured creditors 1,805,600 -
Contingent Liabiities 192,000 -
Total Current Liabilities 2,081,600 -
Net Assets (Liabilities) (2,030,000} 1,022,000
Equity
Contributed equity 2 - 37,939,639
Reserves - option premivm - 1,000
Accomulated losses - (36,918,639)
Total Equity - 1,022,000
Note
1. The movement in the cash assets is reconciled as follows:
Cash assets: b
Opening balance -
Placement of Shares at 0.01 cenls 2,000
Placement of Shares at 0.222 cents 200,000
Placement of Shares at 1 cent - Public lssue 1,250,000
Option issue 1,000
Payment to satisfy obligations under DOCA {356,000)
Payment for costs of share issue £75,000)
Closing balance 1,022,000
2. The movement in the contributed equity is reconciled as follows:
Contributed eguity: $
Opening balance 36,437,639
Placement of Shares at 0.01 cents 2,000
Placement of Shares at 0.222 cents 200,000
Placement of Shares at 1 cent - Public Issue 1,250,060
lssue to Administrators on behalf of creditors 50,000
Closing balance 37,936,639

The intellectual property assets (SOX Technology) have not been independently valued
for the purposes of the Statement of Financial Position and are not included above. In
January 2004, an agreement was reached between Ascent and CDM Australia Pty Lid
(“*CDM”) whereby it was agreed that a joint venture pertaining to the SOX Technology
business would be entered into between Tenayson and CDM, subiect to the re-
capitalisation proposals being completed. Tennyson will have a 49% interest and CDM a
51% interest in the joint venture. Tennyson is to provide initial funding of $30,000 to the
joint venture so that the joint venture can firstly purchase certain inventory and assets
from the Deed Administrator of Tennyson and secondly enhance the development of the
technology. CDM shall be the manager of the joint venture for the first 12 months at an
agreed fee of $5,000 per month, payable out of the cash flow (if any) generated from the
continuing operations of the joint venture and any shortfall after a 3 month period is
payable by the joint venture parties in proportion to their interests in the joint venture.
Under certain conditions more fully described in the Explanatory Statement to
Shareholders, Tennyson’s interest’s in the joint veature may be reduced to 10% and in the
event of Ascent nominees to the board of Tennyson being removed or they resign or
shareholders approve a significant change of activities of Tennyson, CDM shall have the
right to acquire all but 106% of Tennyson’s interest in the joint venture.
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3.3

3.4

4.1

5.1

5.1

We are advised by the directors of Ascent that following the consclidation of share
options on issue and the proposal to issue share options pursuant to Resolution 2(b), the
number of share options on issue will be as listed in section 2.1 of the Explanatory
Statements to Shareholders. The options under Resolution 2(b) wiill be 34,000,000
options exercisable at 1 cent each, on or before 31 December 2007.

It is proposed that the existing directors, David Steinepreis, Hlugh Warner and Gary
Steinepreis remain on the Board of Tennyson.

Future direction of Tennyson

We have been advised by the current directors of the Company who are also

representatives of Ascent that:

»  The short term intention is to complete the DOCA including the recapitalisation
Process;

» At the time of preparation of this report are not aware of any proposals currently
contemplated whereby Tennyson will acquire any property or assets from Ascent, the
Ascent Group or third parties nominated by Ascent or where Tennyson is to fransfer
any of its property or assets to Ascent, the Ascent Group or third parties nominated
by Ascent (Ascent on behalf of Teanyson has entered into a proposed joint venture
with CDM as noted in the Explanatory Statement to Sharecholders and paragraph 3.2
of this report);

»  The Board of Directors of Tennyson will not change in the near future;

»  The Company may acquire SOX plant and equipment from Technologies af no more
than auction value and propose to enter into a joint venture with CDM pertaining to
the SOX Technology business;

»  The Company proposes to change its Constitution and may change ifs name to Fusia
Limited:

»  No dividend policy has been set and is not proposed to be set until such time as the
Company is profitable and has a positive cash flow;

»  As part of the recapitalisation process, the Company proposes to seek requotation of
the Company’s shares on the ASX; and

»  The proposal by Ascent is to evaluate and commercialise the SOX Technology to be
owned by Tenayson and CDM via a joint venture (and tormerly owned by
Technologies). Also, the Company intends to pursue new investments within
Australia and overseas.

Basis of Technical Valuation of Tennyson
Allotment of Shares

In considering the proposals as outlined in Resolution 2 we have sought to determine if
the potential considerations payable by Ascent and the Ascent Group or third parties
nominated by Ascent is fair and reasonable to the existing non-associated shareholders of
Tennyson.

The proposals pursuant to Resolution 2 would be fair to the existing non-associated
shareholders if the value of the considerations being offered by Ascent, the Ascent Group
or third parties nominated by Ascent are greater than the current implicit value of the
shares and options of Tennyson immediately prior to the transactions. Accordingly, we
have sought to determine a theoretical value that could reasonably be placed on
Tennyson's shares and options for the purposes of this report.
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5.3

5.4

5.4.1

54.2

The valuation methodologies we have considered in determining the current technical
value of a Tennyson share are:

Capitalised maintainable earnings/discounted cash flow

Takeover bid ~ the price which an alternative acquirer might be willing to offer
Adjusted net asset backing and windup value

The weighted market value price of Tennyson shares

Capitalised maintainable earnings/discounted cash flows

As noted above, Tennyson is under a Deed of Company Arrangement and under the
control of Deed Administrators. Due to Tennyson's current state of affairs, the lack of a
profit history arising from business undertakings and the immediate lack of a reliable
future cash flow from a business activity, we have considered these methods of valuation
not to be relevant for the purposes of this report (also refer 3.2 above).

Takeover bid

We have been advised by Ascent directors and the current directors of Tennyson that they
do not believe that there would be any existing shareholder or proposed shareholder that
has an interest in taking over the Company by way of a formal takeover bid. However, we
note that under the DOCA and recapitalisation process, Ascent and the Ascent Group or
third parties nominated by Ascent would own 91.41% of the post-consolidated capital of
the Company (or Ascent Group would own 48.04%).

Net asset backing and windup value

As noted in the Administrators first report, prior to the DOCA and recapitalisation
process, Tennyson was in a net liability position and the Administrators of Tennyson
estimated on a windup basis, there would be a deficiency in funds and the unsecured
creditors may receive no return. That said this analysis excluded recoveries from various
sources, including litigation against the Neoside Pty Lid directors, the sale of the listed
shell and recoveries from a distribution from Technologies. The Administrators reports
do not comment on the likely return to sharechclders but on a liquidation basis, the
shareholders and option holders interests in Tennyson are worth nil (refer paragraph 3.2).

The unaudited statement of financial position of the Company at 14 October 2003 is
depicted in paragraph 3.2 of this reporf. Under the DOCA at settlement, all assets and
liabilities of the Company will be transferred to the Creditors Trust.

As part of the re-capitalisation/DOCA process, Tennyson is to acquire the 100% interest
in the SOX Technology which is currently owned by Technologies, a subsidiary of
Tennyson and then enter into a joint venture with CDM as more fully described in the
Explanatory Statement to Sharcholders and elsewhere in this report (paragraph 3.2).

The SOX Technology Business is defined as follows:

* Technologies™ rights, title and interest in the product(s) developed, owned and marketed
by Technologies which integrates voice, facsimile, voicemail, data and internet
communication needs of small offices of up to 256 users, and all inteliectual property in
relation hereto, including without limitation, all patents, innovations patents, registered or
unregistered trademarks, copyrights in original works or other subject matter, designs
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5.5

5.5.1

5.6

5.7

6.1

6.2

6.3

(whether registered or registrable but not unregistered) unpatented inventions, methods
and processes whether or not patentable, trade secrets and know how, eligible layouts
within the meaning given to that term by the Circuit Layouts Act 1989 (Cth) source codes,
hardware, software, licence generators and improvements to or developments of any of the
foregoing or any other equipment, methods, processes or licences to exploit such
technology and as mutually agreed by the Administrator of Technologies and Ascent
Capital.”

As noted above and in the Explanatory Statement to Shareholders, Tennyson is fo pay a
total of $356,600 to the Deed Administrator of Tennyson and the Administrator of
Technclogies and issue 5,000,000 post consolidated shares to the Administrators of
Technclogies on behalf of the creditors of Technologies. The $356,000 and the cost of
issuing 5,000,000 post consolidated shares to the Administrators of Technologies has been
expensed in the pro-forma financial statements of Tennyson as noted in paragraph 3.2 of
this report.

We are unable fo determine a fair value for the SOX Technology or the proposed joint
venture with CDM.

Purely based on the book value of a reconstructed Tennyson, the net assets would be
disclosed at approximately $1.022,600 which would be equivalent to 0.39 cents per post
consolidated share, assuming 257,092,695 shares would be on issue after the
recapitalisation process. This also represents the cash asset backing per share. This
compares with the current value of a Tennyson share of nil cents.

Weighted average market price of Tennyson shares

As the Company is suspended from the ASX, we do not believe it is appropriate to value a
Tennyson share based on prior quoted prices of Tennyson's shares on the ASX.

After taking into account the matters referred to in the preceding paragraphs, we are of the
view that the current theoretical value of a Tennyson share (prior to the recapitalisation
process) is nil cents.

1f the DOCA and the recapitalisation process are finalised, the book value ot a Tennyson
share immediately post construction and recapitalisation would approximate (.39 cents
per share.

Premium for Contrel

Premium for control for the purposes of this report has been defined as the difference
between the price per share that a buyer would be prepared to pay to obtain a controlling
interest in the Company and the price per share at which the same person would be
required to pay per share which does not carry with it control of the Company.

Under TCA, control may be deemed to occur when a shareholder or group of associated
shareholders control more than 20% of the issued capital. In this case, Ascent and the
Ascent Group or third parties nominated by Ascent would hold approximately 91.41% of
the expanded post-consolidated issued capital of Tennyson (or Ascent and the Ascent
Group would own 48.04%).

The Tennyson shares that are proposed to be issued to Ascent and the Ascent Group or
third parties nominated by Ascent are deemed to be theoretically worth nil cents. Of the
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amount raised, $356,000 will be used o repay the amounts paid to either the Trustee of
the Trust Deed or the Technologies Deed Administrators to be made available to
respective creditors pursuant to the terms of the DOCA and the Trust Deed. After cerfain
transaction costs, the cash balance of approximately §$1.022,000 will remain in the
Company. In our opinion, it is possible that Ascent and the Ascent Group or third parties
nominated by Ascent are paying a premium for conirol, however, the non associated
shareholders of Teanyson are benefiting in that the theoretical value of an Tennyson share
rises from nil cents (with significant liabilities) to a company with a theoretical cash
backed value of approximately 0.39 cents per share and ali liabilities extinguished.

Fairness and Reasonableness of the Proposalis

We have set out below some of the advantages, disadvantages and other factors pertaining
to the proposals, pursuant to Resclution 2 and the recapitalisation proposals generally.

Advantages

7.1

7.3

7.4

The passing and consummation of Resolution 2 in conjunction with the completion of the
DOCA and recapitalisation process would result in a net cash injection of approximately
$1.0622,600 into the Company and having a company with no liabilities, compared with
the current position whereby the Company is subject to a Deed of Company Arrangement
and is in a net liability position. Tennyson is committed to fund an initial $30,000 fo the
proposed joint venture with CDM.

1f the proposals per Resolution 2 are consummated along with the completion of the
DOCA, the book value and cash asset backing of a Tennyson post consolidated share rises
from nil cents to approximately 0.39 cents.

1f Resolution 2 is passed together with the completion of the DOCA and recapitalisation
process, the Company’s chances to seek re-quotation of its shares on the ASX are
enhanced. By obtaining re-quotation of the Company’s shares, the existing shareholders
are offered liquidity to sell their shares (reduced on a 1 for 10 basis) on the ASX.

Ascent and the Ascent Group bring expertise to the Company in that Messrs H Warner, D
Steinepreis and G Steinepreis have all had experience as directors or managers of public
listed companies. They will also seek new business opportunities. Further details on the
new directors are outlined in the Explanatory Statement to Sharcholders in section 1.2.1.

Disadvantages

7.5

7.6

A significant shareholding in the Company is being given fo Ascent and the Ascent Group
or third parties nominated by Ascent. However, we note that Tennyson will be
recapitalised with approximately $1,022,000 in cash (before the commitment to fund the
joint venture with CDM), will have no debt and will have the opportunity fo exploit the
SOX Technology via the proposed joint venture with CDM.

Tennyson would only have approximately $1,022,000 after the consummation of the
DOCA and the recapitalisation process is complete (plus the SOX Technology joint
venture with CDM). Further fundraisings may be required to be undertaken in the near
future. If further shares are issued, the percentage share holding of the existing
shareholders of Tennyson may be diluted down even further. However, as noted above,
the current value of the existing shareholders interests in Tennyson’s shares, are worth nil.
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7.7

Other

7.8

8.1

G.1

The SOX Technology business (via the joint venture with CDM) may not be
commercially successful and the Company may incur new losses. Conversely, the SOX
Technology business may be successfully exploited and may lead to an increase in the
value of a Tennyson share which may be worth more than Ascent and the Ascent Group
or third parties nominated by Ascent are to pay for the 235,000,000 shares.

The 34,000,000 options, if exercised would result in an inflow of funds to Tennyson of
$340,000. The exercise price of the 34,000,000 options is 1 cent each. The trading price
of a Tennyson share (after re-guotation of the Company’s shares on the ASX that is
dependent upon completion of the recapitalisation process) at the date of exercise of the
options would probably be in excess of | cents before option holders exercised the
options.

Conclusion as to Fairness and Reasonableness

After taking into account the matters referred to in 7 above and elsewhere in this report,
we are of the opinion that, on balance, the proposals as outlined in Resolution 2 are fair
and reasonable to the non-associated sharcholders of Tennyson.

Sources of Information

1n making our assessment as to whether the proposals pursuant to Reselution 2 is fair and
reasonable, we have reviewed relevant published available information and other
unpublished information ot Tennyson, which is relevant in the current circumstances. In
addition, we have held discussions with a representative of the Ascent Group (and a
director of Tennyson) about the present state of affairs of Tennyson. Statements and
opinions contained in this report are given in good faith, but in the preparation of this
report, we have relied in part on information provided by Ascent and a director of
Tennyson.

Information we have received includes, but is not limited to:

»  Draft January and February 2004 Notice of Annual General Meeting of Shareholders
of Tennysen (and Draft Explanatory Statement To Shareholders attached);

»  Discussions with a representative of Ascent and a director of Tennyson;

»  Shareholding details of Tennyson;

» Tennyson’s unaudited financial position of Tennyson as af 30 June 2003 and the
RATA as at 14 QOctober 2003;

»  The Admunistrator’s Reports and Circulars to Creditors pursuant to Section 493A(4)

of the Corporations Act for Tennyson of 31 October 2003 and 28 November 20603

Deed of Company Arrangement dated 24 December 2003;

Proposal to recapitalise Tennyson dated 26 November 2003;

Annual Report of Tennyson for the year ended 30 June 2003;

Minutes of Meeting of Creditors of 8 December 2003 (for Tennyson and

Technologies);

»  Notice of General Meeting of Sharcholders of September 2003 (to be held on 31
October 2003) and accompanying documents and reports,
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»  The draft SOX Technology Business Joint Venture Agreement dated 28 January
2004; and
»  Various Form 307°s on the affair of Tennyson and Technologies.

63 Our report includes Appendix A, attached o this report.

Yours faithfully
STANTON PARTNERS CORPORATE PTY LTD

J P Van Dieren, FCA
Director
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APPENDIX A
AUTHOR INDEPENDENCE

This annexure forms part ot and should be read in conjunction with the report of Stanton Partners
Corporate Pty Ltd dated 10 February 2004, relating to Resolution 2 outlined in the Notice of
Meeting of Sharecholders of Tennyson.

At the date of this report, Stanton Partners Corporate Pty Ltd does not have any interest in the
outcome of the proposals. There are no relationships with Tennyson other than acting as an
independent expert for the purposes of this report. There are no existing relationships between
Stanton Partners Corporate Pty Ltd and the parties participating in the transactions detailed in this
report which would aftfect our ability to provide an independent opinion. The fee to be received
for the preparation of this report is based on the time spent at normal professional rates plus out of
nocket expenses and is estimated not to exceed $6,000 (excluding GST). The fee is payable
regardiess of the outcome. With the exception of that fee, neither Stanton Partners Corporate Pty
Ltd nor John P Van Dieren have received nor will or may they receive any pecuniary or other
benefits, whether directly or indirectly for or in connection with the making of this report.
Stanton Partners Corporate Pty Ltd has prepared eight independent expert reports of a similar
nature when Ascent Capital Pty Ltd had been involved in the re-capitalisation of various
companies in Administration.

Stanton Partners Corporate Pty Ltd, Stanton Partners or any partners of Stanton Partners do not
hold any securities in Tennyson. There are no pecuniary or other interests of Stanton Partners
Corporate Pty Lid that could be reasonably argued as affecting its ability to give an unbiased and
independent opinion in relation to the proposal. Stanton Partners Corporate Pty Ltd and Mr J Van
Dieren have consented fo the inclusion of this report in the form and context in which it is
included as an annexure fo the Nofice.

QUALIFICATIONS

We advise Stanton Partners Corporate Pty Ltd is the holder of an Investment Advisers Licence
under the Corporations Act relating to advice and reporting on mergers, takeovers and
acquisitions. A number of the partners of Stanton Partners are Directors” of Stanton Partners
Corporate Pty Ltd. Stanton Partners and Stanton Partners Corporate Pty Ltd have extensive
experience in providing advice perfaining to mergers, acquisitions and strategic and financial
planning for both listed and unlisted companies and businesses.

Mr John P Van Dieren, FCA, the person responsible for the preparation of this report, has
extensive experience in the preparation of valuations for companies and in advising corporations
on takeovers generally and in particular on the valuations and tinancial aspects thereof, including
the fairness and reasonableness of the consideration offered. Mr Van Dieren also holds an
Investment Advisers Licence relating to the provision of expert reports on mergers, takeovers and
acquisifions.

The professionals emploved in the research, analysis and evaluation leading to the formulation of

opinions contained in this report, have qualifications and experience appropriate to the tasks they
have performed.
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DECLARATION

This report has been prepared at the request of Ascent in order to assist the shareholders of
Tennyson to assess the merits of the proposals (Resolutions 2) to which this report relates. This
report has been prepared for the benefit of the Tennyson shareholders and those persons only who
are entitled to receive a copy for the purposes of Section 611 (Item 7) of the Corporations Act and
ASX Listing Rule 10.11 and does not provide a general expression of Stanton Partners Corporate
Pty Ltd’s opinicn as to the longer term value of Tennyson or the SOX Technology.  Stanton
Partners Corporate Pty Ltd does not imply, and it should not be construed, that it has carried out
any form of audit on the accounting or other records of Tennyson or its subsidiaries. Neither the
whole, nor any part of this report, nor any reference thereto may be included in or with or attached
to any document, circular, resolution, letter or statement, without the prior written consent of
Stanton Partners Corporate Pty Lid to the form and context in which it appears.

DISCLAIMER

This report has been prepared by Stanton Partners Corporate Pty Ltd with due care and diligence.
However, except for those responsibilities which, by law cannot be excluded, no responsibility
arising in any way whatsoever for errors or omission {including responsibility to any person for
negligence) is assumed by Stanton Partners Corporate Pty Lid, Stanton Partners, its partners,
employees or consulfants for the preparation of this report.

DECLARATION AND INDEMNITY

Recognising that Stanton Partners Corporate Pty Ltd may rely on information provided by Ascent
and its officers (save whether it would not be reasonable to rely on the information having regard
to Stanton Partners Corporate Pty Lid experience and qualifications), Ascent has agreed:

a) to make no claim by it or its ofticers against Stanton Partners Corporate Pty Lid to recover
any loss or damage which Tennyson may suffer as a result of reasonable reliance by Stanton
Partners Corporate Pty Lid on the information provided by Ascent; and

(b} to indemnify Stanton Partners Corporate Pty Ltd against any claim arising (wholly or in part)
from Ascent or any of its officers providing Stanton Partners Corporate Pty Ltd any false or
misleading information or in the failure of Ascent or its officers in providing material
information, except where the claim has arisen as a result of wilful misconduct or negligence
by Stanton Partners Corporate Pty Ltd.

A draft of this report was presented to Ascent for a review of factual information contained in the
report. Comments received relating to factual matters were taken into account, however the
valuation methodologies and conclusions did not alter. Whilst the Deed Administrators have
viewed a draft of this report, neither the Deed Administrators, their professional advisers,
PricewaterhouseCoopers or its employees are responsible for comments in this report. The Deed
Administrators do not accept any responsibility for any disclosures in or failure to include any
disclosures in this report. The information contained in this report has not been verified
independently by the Deed Administrators, their professional advisers, PricewaterhouseCoopers
or its employees who expressly disclaim responsibility for the accuracy or completeness of the
information in the report.
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PROXY FORM

APPOINTMENT OF PROXY

TENNYSON NETWORKS LIMITED

ABN 88 009 805 298

{Subject to Deed of Company Arrangement)

ANNUAL GENERAL MEETING
IfWe
being a Member of Tennyson Networks Limited entitled to attend and vote at
the Meeting, hereby
Appoint

Name of proxy

or failing the person sc named or, if no person is named, the Chairman of the Meeting or the
Chairman’s nominee, o vote in accordance with the following directions or, if no directions have been
given, as the proxy sees fit at the General Mesting to be held at The Cellic Club, 480rd Street, West
Perth, Western Australia on 28 March 2004 at 11.00am (WST} and at any adjournment thereof. If no
directions are given, the Chairman will vote in favour of all of the resolutions.

Voting on Business of the Annual Generai Meeting

FOR AGAINST ABSTAIN

Resolution 1 Consolidation of Capital (M| O O
Resolution 2 Allotment and Issue of Shares and Options [ O O

- Working Capital
Resolution 3 Allotment and Issue of Shares to Deed O O O

Administrator of Tennyson Technologies

Piy Ltd
Resolution 4 Re-appointment of Mr David Steinepreis O | O
Resolution 5 Re-appointment of Mr Hugh Warner O O O
Resolution 6  Re-appoiniment of Mr Gary Steinepreis O O O
Resolufion 7 Adoption of New Constitution O O O
OR
I¥ you do not wish to direct your proxy how to vote, please pilace a mark in this box I:l

By marking this box, you acknowledge that the Chairman may exercise your proxy even if he has an
interest in the outcome of the resolution and votes cast by him other than as proxy holder will be
disregarded because of the interest. The Chairman will vote in favour of all of the resolutions if no
directions are given.

YOU MUST EITHER MARK THE BOXES DIRECTING YOUR PROXY HOW TO VOTE OR MARK
THE BOX INDICATING THAT YOU DO NOT WISH TO DIRECT YOUR PROXY TO VOTE,
OTHERWISE THIS APPOINTMENT OF PROXY FORM WILL BE DISREGARDED.

I you mark the abstain box for a particular item, you are directing your proxy not fo vote on that ifem
on a show of hands or on a poll and that your shares are not to be counted in computing the reguired
majority on a poll.

If two proxies are being appointed, the proportion of voting rights this proxy represents is

%



Signed this day of
By:

individuals and joint holders

2004

Companies {affix common seal if appropriate)

Signature Director
Signature Director/Company Secretary
Stgnature Sole Director and Sole Company Secretary




TENNYSON NETWORKS LIMITED
ABN 98 009 805 298
(Subject to Deed of Company Arrangement)
Instructions for Completing ‘Appointment of Proxy’ Form

A member entitled to attend and vote at a Meeting is entitled to appoint not more than two
aroxies {0 attend and vote on their behalf. VWhere more than one proxy is appointed, such
oroxy must be allocated a proportion of the member's voting rights.  If the shareholder
appoinis two proxies and the appointment does not specify this proportion, each proxy may
exercise half the votes.

A duly appointed proxy need not be a member of the Company. In the case of joint holders,
all must sign.

Corporate shareholders should comply with the execution requirements set out on the Proxy
Form or otherwise with the provisions of Section 127 of the Corporations Act. Section 127 of
the Corporations Act provides that a company may execute a document without using s
common seal if the document is signed by:

» 2 directors of the company,
» & director and a company secretary of the company; or
» for a proprietary company that has a sole director who is also the sole company

secretary — that director.

For the Company fo rely on the assumptions set out in Section 129{5) and {§) of the
Corporations Act, a document must appear to have been executed in accordance with
Section 127(1) or (2). This effectively means that the status of the persons signing the
document or witnessing the affixing of the seal must be set out and conform to the
requiremenis of Section 127(1) or {2) as applicable. |n particutar, a person who witnesses
the affixing of a common seal and who is the scle director and sole company secretary of the
company must state that next to his or her signature.

Completion of a Proxy Form will not prevent individual sharehoiders from attending the
Meeting in person if they wish. Where a shareholder completes and iodges a valid proxy
form and atiends the Meeting in person, then the proxy's authorily to speak and vote for that
shareholder is suspended while the shareholder is present at the Meeting.

Where a Proxy Form or form of appoiniment of corporate representative is lodged and is
executed under power of atiorney, the power of atforney must be lodged in like manner as
this proxy.

Piease complete and sign this Proxy Form as socn as possible and either: send the proxy by
facsimile to the Company, C/f- Ascent Capital Pty Ltd, on facsimile number {08} 9481 2690
{International: + 61 8 9481 2680}, or deliver to the Company C/- Ascent Capial Pty Lid,
Level 1, 33 Ord Street, West Perth, Westermn Australia 6005; so that it is received not later
than 11.00am (WST) on 25 March 2004,



