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TENNYS N

NETWORKS LIMITEDP

September 12, 2003 By Facsimile
‘ 0015 1 202 942 9624
35 pages
AR
Securities and Exchange Commission
e ) . o
DiviionofComporion i LTI —
Office of Intemational Corporation Finance &2
450 Fifth Street, N\W, - 03032011 T
Washington, D.C. 20549 S
USA @L 2
i -

Dear Sir/Madam
Re: Tennyson Networks Limited - File # 82-5138

We are furnishing herewith pursuant to Rule 12g3-2(b)(1)(1) of the Securities Exchange
Act of 1934, as amended (the "Exchange Act") the following additional documents that
the Tennyson Networks Limited (the "Company") has made public, distributed or filed
with the Australian Stock Exchange Limited (the "ASX") or the Australian Securities and
Investments Commission (the "ASIC") since 13 December 2000, the date of its
application for an exemption from Rule 12g3-2(b) of the Securities Exchange Act;

1. Announcement to ASX re: Appendix 4E and Financial Report

The attached documents are being finnished with the understanding that they will not be
deemed "filed" with the Securities and Exchange Commission or otherwise subject 1o the
liabilities of Section 18 of the Exchange Act, and that neither this letter nor the fumishing
of such documents shall constitute an admission for any purpose that the Company is
subject to the Exchange Act.

If you have any questions or comments, please call the undersigned at +61 3 8558 0424,

Yours sincerely PRQCESSED

&2l [ s 2000
R.A.PULLIA
Company Secretary WCN

Enc¢losure - Ci: / 5

TENNYSON NETWORKS LIMITED A.C.N, 009 805 298
14 BUSJNESS PARK DRIVE, NOTTING HILL, VIC, 3168, AUSTRALIA.
TEL +61-3- 8558 0424 FAX +61-3- 8558 0484
email: ¢ny@tennyson.com,an
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TENNYSON————————

NETYWORKS LM ITED

12 September 2003

Company Announcements Office
Australian Stock BExchange Limited
Level 4

20 Brdge Street

Sydney NSW 2000

Dear Sir,

Re: APPENDIX 4F AND FINANCIAL REPORT
Year Ended 30 June 2003

Enclosed is the Appendix 4E Preliminary Final Report and accompanying Financial
Report for the year ended 30 June 2003.

Further to its announcement on 17 July 2003 the company advises that the notice of
general meecting and accompanying independent expert’s report is in the process of
coampletion. The company cumently anticipates issuing these documents to
shareholders by the end of the month and the general meeting being held in late

October.
By order of the Board.
RA, PULLIA
COMPANY SECRETARY
TENNYSON NETWORKS LIMITED A.C.N. 002 805 298
14 BUSINESS PARK DRIVE, NOTTING HILL, VIC, 3168, AUSTRALIA.
TEL +61-3- 8558 0400 FAX +61-3- 8558 04B4
emafl: tny@tennyson.com.,av websitec; WWw.tenRnyson.com.au
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Appendix 4E
Preliminary final report

Appendix 4E Rule 4.34

Preliminary Final Report
Period ending 30 June 2003

TENNYSON NETWORKS LTD
ABN 98 009 805 298

1. Details of the reporting period and the previous corresponding period.

The curreat reparting period is 1 July 2002 to 30 Tune 2003,
The previous corresponding period is 1 July 2001 to 30 hune 2002,

2. Results for announcement to the market

2.1 The amownt and percentage change up or down from the previous corresponding period of
revenue from ordinary activities

Revenues from ordinary activities down 362% to $1,803,564

2.2  The amount and percentage change up or down from the previous corresponding period of
profit (Joss) from ordinary activities afier tax atiributable to members.

Profit (Joss) from ordinary activities after tax down 344% to ($3,201,120)
attributable to members

2.3 The amount and percentage change wp or down from the previous corresponding period of net
profit (loss) for the period attributable to members.

Net profit (loss) for the periad attributable to down 344% to (33,201,120)
members

24 Itisnot proposed to pay dividends

30/6/2003 Appendix 4E Page 1
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Appendix 4E
Preliminary final report

2.5  The record date for determining entitlements to the dividends -not applicable

2.6 Explanation of figures —not applicable

3. Statement of Financial Performance —refer attached Financial Report
4. Statement of Financial Position —refer attached Financial Report
5. Statement of Cash Flows —refer attached Financisl Report

6. Details of individual dividends and payment dates —not applicable

7. Details of any dividend or distribution reinvestment plans in operation -not
applicable
8. Statement of accumulated losses -refer attached Financial Report, Note 20
Accumulated Losses
9. Net tangible agsets
' Previous
Current Period corresponding
Period
Net tapgible asset backing per ordinary security (0.25) cents 1.45 cents

10. Control gained over entities having a material effect ~ refer attached Financial
Report, Note 30(c) Acquisition of Business / Controlled Entity

11.  Details of associates and joint ventures — not applicable

12.  Significant information — refer attached Financial Report

13.  Foreign entities — not applicable

14, Commentary on the results for the period — refer attached Financial Report

18, This report is based on accounts which are in the process of being audited

R A Pullia Date: 12 Septerber 2003
Company Secretary

Appendlx 4E Page 2 ) . 30/6/2003
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TENNYSON NETWORKS LIMITED

(ABN 98 009 805 298)

FINANCJAL REPORT
YEAR ENDED 30 June 2003

P.5/35
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REVIEW AND RESULTS OF ORERATION

Sales revenue for the year ended 30 june 2003 was %1,780,284 compared to $2,500,080 in the
previous corresponding period, a reduction of $719,776. The consolidated entity’s loss, after income
tax, for the year ended 30 June 2003 was $3,201,120, a reduction of $1,680,751 en the previous
corresponding perled’s lass of $4,881,871,

During the 2003 financial year, the difficult trading environment in the telecomrmunications and
technology sector continued to impact on the consolidated entity. The lower sales in 2003 also reflect
the reduced marketing activity In the second half of the year when the SOX business was to be sald and
the restrictions placed on the busingss due to tighter management of working capital. In response, the
consolldated entity continued to focus en reducing its casts,

In an effort to broaden Its product range and provide sustainable revenue and proflt growth, the
consolidated entlty also investigared acqulsition opportunities.

The consolidated eptlty acquired the New Zealand-basad Data Services divisien of FEricsson
Communications Limited. This business, renamed Datareach, deslgns, markets and supports a range of
high-speed broadband internet praducts for |nternational markets, Datareach has a range of products
that are ideally suited to take advantage of the rapid global uptake of broadband, always-on fast
Internet.

The effective date of acquisition was 1 January 2003 and settlement was completed on 30 june 2003,
However, in accordance with applicable accounting standards, the financial results of the Datareach
business for the six months ended 30 jyne 2003 have not been Included in the financial report. '

Darareach performed well in the six-month periad, recording sales of $8,015,000, a gross margin of
£3,748,000 and earnings before interest, tax and acquisition costs of §2,472,000,

During the year the consolidated entity raised $937,000 from the issue of shares for worling capital
and debt repaymant purposes. On 17 July 2003 the cansolidated entity announced a $10 million
capital raising. This capltal {nfection comprised an initfal £224,000 placement to private [nvestors and,
subject to the approval of sharehelders at a general meeting, a proposed $9,776 million placement to
Neaside Pty Ltd, pursuant to a Subscription Agreement executad with that company by the consalidated
entity.
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STATEMENT OF FINANCIAL PERFORMANCE
YEAR ENDED 30 june 2003
Notes Consolldared Parent
2003 2002 2003 2002
5 5 5 $

Sales Revenue 2 1,780,284 2,500,060 - -
Cost of Sales (990,528) (1,284,427) - -
Grass Profit 789,756 1,235,633 - -
Other Ravenue from ordinary

activitles 2 23,280 328,693 9,363 84,808
Distribution Expenses (21,023) (20,561) - -
Sales, Marketing and Support

Expenses (1,.020,188) (1,301,088) - -
Occupancy Expenses (135,688) (165,072) - (10,627)
Administrative Expenses (1,305,889) (1,290,534) (477,267) (325,168)
Product Improvement Expenseas (924,748) (1,028,719) - -
Borrowing Costs 3 (48,246) (135,366) (36,75%) (101,168)
Other Expenses fram ordinary ‘

activities 3 (558,274) (2,504,857) (1,638,135) (5,448,080)
Loss from Qrdinary Activities
Before Income Tax Expense 5 (3,201,120} (4,881,871) (2,142,794) (5,800,135)
Incomea Tax Expensg
Relating to Ordinary Activities 5 - - - -
Loss from Ordinary Activities
After Income Tax Expense (3,201.120) (4,881,871) (2,142,784) (5,800,135)
Net Loss attributable 1o members _
of Tennysan Networls Ltd (3,201,120) (4,881.871) (2,142,794) (5,800,135)
Net exchange difference on
translation of oversesas controlled
entity 19 (11.544) - - -
Share issue costs 17 (26,480) (371,142) (26,480) (371,142)
Tortal revenues, expenses ahd valuation
adjustments attriburable to members of
Tennyson Networks Ltd and racegnised .
directly in equity (38,024) (371,142) (26,480) (371,142)
Total changes in equity other than
those resulting from transactions with
awners as awners artributable to
members of Tennyson Networks Ltd (3,239,144) (5,253,013) (2,169,274) (6,171,277)
Basic & diluted earnings per share
- cents per share (loss) 4 (2.25) (5.15)

The accompanying notes form an ln'tegrai part of this Statement of Financial Performance,
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STATEMENT OF FINANCIAL POSITION
AT 30 June 2003

Notes Consalidated Parent
2003 2002 2003 2002
$ 3 $ 5
Current Assets
Cash Assets 30 84,993 833,268 313 409,687
Receivables 6 329,094 1,015,244 - 9,590
inventories 7 1,015,365 1,672,830 - -
Other Current Assets 8 24,674 58,498 5,368 33,758
Total Currant Assets 1,454,126 3,179,937 5,681 453,035
Non~Current Assets
Recejvables 9 - - 495,490 124,864
Other Financial Assets 10 - - 2 : 2
Property, Plant and Equipment 11 599,967 105,571 - -
Qther 12 - - - -
Total Non-Current Assets 599,967 105,571 495,492 124,866
Total Assets 2,054,093 3,285,508 - 801,173 577,901
Current Liabilities
Payables 13 1,115,793 1,144,451 400,566 165,760
Interest-Bearing Liapilities 14 972,087 - 915,740 -
Pravisions 15 338,752 216,044 30,000 25,000
Tatal Current Liabilities 2,426,642 1,360,495 1,346,306 190,760
Non-Current Liabilities
Provisions 16 31.737 27,155 - -
Total Non-Current Liabilitles 31,737 27,158 - -
Total Liabilities 2,458,379 1,387,650 1,346,306 190,760
Net Assets/(Llabllities) (404,286) },897,858 (B45,133) 387,141
Equity
Contrlbuted Equity 17 36,437,639 35,527,119 38,437,639 35,527,119
Reserves 18 (1,544) 10,000 10,000 10,000
Accumulated Losses 20 (36,840,381) (33,639,261) (37,292,772} (35,149,978)
Total Equity/(Deficlt) - (404,286) 1,897,858 (845,133} 387141

The accompanying nates form an integral part of this Statement of Financial Positian,
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STATEMENT OF CASH FLOWS
YEAR ENDED 30 June 2003 |
No1tes Consolidated Parent
2003 2002 2003 2002
$ s 5 $
Cash Flows from Operating Activities
Recejpts from Customers 2,308,560 1,976,862 - -
Payments to Suppliers & Employeas (3,713,083) (7,262,357) (347,205) (723,273)
Interest Received 7,854 64,673 6,815 63,706
Other Income 13,699 254,020 12,137 1,812
interest Paid (48,346) (135,366) (36,755) (107,168)
Net Cash Flows used In Operating
Actlvities 30b (1,431,296) (5,102,168) (365,008) (759,223)
Cash Flows from Investing Activities
Payments for praperty, plant and equipment (53,306) (70,893) - (5,110)
Praceeds on dispasal of equipment 1,727 10,000 - 10,000
Payment for Data Services business (848,014} - - -
Loans to contrailed ent|ties - -  (1,870,626)(4,524.864)
Net Cash Flows used in Investing
Activities (899,593) (60,293) (1,670,626)(4,519,974)
Cash Flows from Financing Actlvities
Proceeds from Share Plan Partic/pants §37,000 - 537,000 -
Proceeds from Issu¢ of shares 400,000 6,454,848 400,000 6,454,848
Payment of share Issue expenses (26,480)  (371,142) (26,480) (371,142)
Proceeds from borrowings 1,865,408 500,000 1,465,740 500,000
Repayment of horrowings (583,311) (1,000,000) (550,000)(1,000,00Q)
Repayment of Hire Purchase and Leases - (7,880) - -
Net Cash Flows used in FInancing
Activities ' 1,882,617 5,575,846 1,826,260 5,583,706
Net (Decrease)/Increase [n cash held {44R,272) 412,785 (409,374) 304,509
Cash at beg|nhning of Financial Year £33,265 120,480 409,687 105,178
Cash at end of Financlaj Year 30a 84,993 533,265 313 409,687

The accompanying notes farm an integral part of this Statement of Cash Flows.

P.9/35
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NOTES TO THE FINANCIAL STATEMENTS

1. Statement of Significant Accounting Policjes
(a) Basis of Accounting

The financial repert is a general~purpase flnancial report, which has beefy prepared in accordance
with the requirements of the Corporatjons Act 2001 including applicable Accounting Standards. Other
mandatory professional reporting reqguirements {Urgent Issyes Group Consensus Views) have also
been complied with. The financial statements have been prepared on the basis of historleal costs
and, except where stated, do not take into account changing meney values of current valuatjons of
non-current assets.

The financial report of the consolidated entity has been prepared on the golng concern basis. The
ability of the coensolidated entity to continue as a gaing concern |s dependent on shareholder
approval of the recapitalisation of the consolidated entlty as described in Note 32, Subsequent
Events.

(b) Changes in Accounting pollcles

The accounting policies adopted are consistent with those of the previous year except for the
accounting pailcles with respect to employee benefits and provisions, contingent liabilities and
cantingent assets.

Emplovee Beneflts
The consclidated entity has applled the revised AASB 1028 *Employae Benefits” for the flrst time
from 1 July 2002.

The liability for wages and salaries and annual leave is now calculated using the remuneration rates
the company expects to pay as af each reporting date, not wage and salary rates current at
reporting date,

There was no material change to the consolidated financial report as at 1 July 2002 as a result af this
change,

(c) Principles of Consolidation

The consolidated financlal statements comprise the financial statements of the company, belng the
parent entity, and Its controlled entitles (n accordance with Accounting Standard AASB 1024
(Consolldated Accounts). The flnancial statements of controlled entitles are included in the

consolidated financial statements from the date centrel commences untll the date control ceases,

Investments In controlled entlties are carried in the flnanclal statements of the company at the lower
of cost and recoverable amount,

In preparing the financlal staternents all balances and transactions between entities Included in the
consolidated entjty have heen eliminated.
(d) Revenue Recognition

Revenue Is recognised when goods have baen dispatched to a customer pursuant to a sales order,
and the associated risks have passed tp the carrier or custormer,
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{e) Foreign Currency Transiatien

The financlal statements of overseas controlled entities which are classified as self-sustaining are
converted 1o Australlan currency at balance date using the current rate method as set out in
Accounting Standard AASB 1012 (Foreign Currency Translation). Any exchange gains/losses arising
from the effact of currency fluctuations on these Investments are taken directly to the exchange
fluctuations reserve on consolldation,

(f) Taxes
Genaral

The financial statements apply the principles of tax~effect accounting, The income tax expense in
‘the Statement of Financial Performance represents the tax on the pre-tax accounting profit adjustad
for Income or expense never to be assessed or allowed for taxation purpeses. The provision for
deferred income tax llabllity and the future income tax benefit Include the tax effect of differences
between Income and expense items recagnised In different accounting periods for book and tax
purposes, calculated at the tax rates expected to apply when the differences reverse. The future tax
benefit relating to tax [nsses is not carried farward as an asset unless the realisation of such benefits
can be regarded as being virtually certain.

ods and Services
Revenues, expenses and assets are recagnised net of the amount of geods and services tax (GST),
except where the amount of G5T incurred is nat recoverable from the taxation guthority. In these
circumstances the GST Is recagnised as parm of the cpst of acqulsition of the asset or as an expense
item, '

Receivables and payables are stated with the amount of GST [neluded.

Cash flows are included In the Statements of Cash Flows on a gross basls. The GST cemponents of
cash flows arising from investing and financing activities which are recoverahle from, or payable to,
the taxatjon authority are classified as operating cash flows,

(g) Inventories

Inventories are valued at the lower of cost and net realisable value. Cost is assigned on an average
cost basls.

(h) Recoverable Amounts of Non-Current Assets

All non-current assets are reviewed at |east annually to determine whether their carrylng amounts
require write—down to recoverable amounts, Recoverable amounts are determined by using cash
flows that are not discountad to prasant values.

(/) Leased Assets

Assets acquired under finance legses are capltalised and amortised over the expected useful life of
the asset. Lease payments are allocated between interest expansa and reduction In the lease
liability.

Operating lease assets are not capitallsed and, except as described helow, rental payments are
charged against profit from ordinary activities jn the period in which they are jncurred. Provision is
made for futyre operating lease payments In relation to surplus lease space when it is first
determined that te space will be of na probable future beneflt, Operating lease Incentives are
recognised as a llability when recelved and subsequently reduced by allocating lease payments
between rental expense and the liability.
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() Property, Plant and Equipment

Property, plant and equipment are measured at cost,

Depreciation and Amortisatian

Depreciation fs pravided for on a straight=-line basls on all property, plant and equipment aver a

perlod of between 2 and 5 years. Leasehald improvements are amortised over he period of the
lease term.

(k) Research and Development Costs

Research and development costs relating te the devalopment of new products are deferred to future
perieds to the extent that future beneflts are expected, beyond any reasonable doubt, to equal or
exceed those costs and any future costs necessary to give rise to the benefits.

Such deferred costs are amortised over future accounting periods not exceading 3 years in order to
match the costs with related benefits on the basis of expected future sales, in the current financial
year costs [ncurred in development work primarily relate 1o Improvements made in the functionality
and featyres of exlIsting products, Accordingly those costs are expensed as incurred.

Research and development grants are brotght to account when raceived.,

() Employee Eptitlements

Provision is made for employee antitlement benefits accumulated as a result of emplayees rendering
services up fo the reporting date, These benefits include wages and salarfes, annual leave and bng
service legve,

jes and a a| leav
Liabilities for employee entjtlements such as wages, salaries and annual lsave and any other current
employee entitlements are calculated at nominal amounts to cover accumulated entitlements at
balance date based on remuneration wage and salary rates that the company expects to pay
including oncosts.

Liabilities for employee entitlements include, whare appropriate, forecast future Increases in wages
and salaries, grossed up for ancosts, and are based on the consolidated entity’s experience with staff
departures. '

Laeng Service Leave

Liabilities relating to |ong service leave have been calculared to represent the present value of
estimated future cash outflaws discounted to balance date. :

Liabilities which are not expected to be settled within twelve manths are discounted using tha rate
artaching to those national government securities which closely martch the terms of maturity of the
related entitiement,

(m) Employee Share and Option Ownership Plans

Certain employees are entltled to participate in share and option ownership plans. The details of
these plans are described in Note 23, No remuneration expense {s recognised in respect of
employee shares and options [ssued,

{n) Contributed Equity

Qrdinary share capital bears no speclal terms or conditions affaecting Income or capjtal antitlements of
the shareholders, :



12.SEP.2BB3 18:04 TENNYSON TECNOLOGY 61 3 95589965 NO. 143 P.13-35

(o) Recelvables
Trade recejvables are initially recorded ar the amount of the contractad sales proceeds.

Provision for doubtful debts is mcognised to the extent that recavery of the outstanding recejvable
balance is considered less than llkely. Any provision established is based on a review of all
outstanding amounts at balance date, A specific provision is maintained for identified doubtful dehts,
and a genera| provision |s maintained in respect of recelvables which are doubtful of recovery but
which have not been specifically identified.

{p) Earnings per share

Baslg EPS Is caleylated as net profit aftributable to members, adjusted to exclude costs of servicing
equity (other than dividends) and preference share dividends, djvided by the weighted average
number of ordinary shares, adjusted for any bonus element,

Diluted EPS is calculated as net profit amributahle to members, ad)usted for:
» costs of servicing equity (other than dividends) and preference share dividends;
» the after tax effect of dividepds and Interast assoclated with dijlutive potential ordinary
shares that have been recognisad as expenses; and
« other non-discretianary changes in revenues ar expenses during the pericd that would resuit
form the dilution of potential grdihary shares;

divided by the wejghted average number of ordinary shares and dilutive potential ordinary shares,
ad]usted for any bonus element,

(q) Borrowing Costs

Borrowing costs are expensed as incurred except where they relate to the financing of projects under
constryction where they are capitalised up to the date of commissioning or sale.

(r) Payables

Liabilities for trade creditars and othar amounts ae carried at cost which is the fair value of the
consideration to be paid in the fyture for goods and services receivad, whether or not billed to the
consolidated entity. Payables to related parties are carried at the principal amount. interest, when
charged by the lender, is recognised as an expense on an accrual basis. Deferred cash settlements
are racognised at the present value of the putstanding consideration payable on the acquisition of an
asset discounted at prevailing commercial borrowing rates.

(s) Interest Rearing Liabilities

All Yoans are measured at the principal amount, Interest is charged as ap expense as [t accrues,

(t} Provisions

Provisions are recognlsed when the econpmic entity has 3 legal, equirahie or consiructive shligation
to make a future sacrifice of econamic benefits to other entlties as a result of past transactions or
gther past events, it is probable that a future sacrifice of econpmic benefits will be required and a
reliable estimate can be made of the amount of the obligation. A provision for warranty Is recognised
for a|l products under warranty at the reporting date based op sales volume and past expenence of
the lave! of repalrs and returns,

(u) Comparatives

Where necessary, comparative information has been reclassified to achleve consistency in disclosure
with changes in presentation in the current year.
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Consolidated Parent
2003 2002 2003 2002
$ : $ $ 5
2. Revenue from ordinary actlvities
Included in the loss fram ordinary activities
for the year are the following itams of
operating revenue
Revenue from Operating Activities
Revenue fram sale of praducts 1,780,284 2,500,060 - -
Revenue fram non-operating activities
Interest - other persons /corporatiens 7.854 64,673 8,B15 63,706
Proceeds on disposal of property, plant
and equlpment ‘ 1,727 10,000 - 10,000
Other revenue 12,699 254,020 2,548 11,102
23,280 328,693 9,363 84,808
Total Revenues from
ordinary activities 1,803,564 2,828,753 9,363 84,808
3. Expenses and losses/(gajns)
loss from ordinary activities before incorne tax for
the year has baen determined after charging the
following specific items.
Charges
Borrowing Costs:
Interest-other persons/corporations 34,081 29,747 27,390 -
Interest—directors & direcror-rejated entities 7,417 48,941 7,417 48,941
Charges-~other persons/corparations G,848 6,678 1,848 2,227
Charges~ directors & director-refated entities - 50,000 - 50,000
Total Borrowing Costs 48,346 135,366 36,758 101,168

10
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Cansofidated Parent
2003 2002 2003 2002
3 5 $ $

3, Expenses and [osses/(gains) [continued]

Other Expenses:

Depreciatian
- Leasehold improvements 2,743 860 - -
- Plant and equlpment 71,927 78,743 - 2,600
Amortisation of leasad assets - 9,962 - ~
Net cost of assets sold 1,682 26,611 - 26,611
Management fees paid - 186,459 - 186,459
Provision for employee entitiements (20,996) 18,729 - (11,180)
Decrement in value of inventories 334,697 - - -
Other operating expenses 193,221 251,083 138,135 243,590
R&D costs written off - 2,045,584 - -
Bad debss written off - 177,783 - -
Doubtful debts expense/(written back) (25,000 (291,957) 1,500,000, 5,000,000

Total Other Expenses 558,274 2,504,857 1,638,135 5,443,080

Net (galn) / loss from disposal of property,

plant and equipment (45) 16,611 - 16.611

Consolidated
4, Earnings per Share 2003 2002

Net loss used in the cajculation of basic
and diluted earnings per share (§) 3,201,120 4,881,87)
Baslc and Diluted Earnings Per Share

- gents per share (loss) (2.25) (5.15)

Weighted average number of shares
used in Basjc Earnings Per Share 142,543,488 84,789,892

All potential ordinary shares, being aptions to acquire ordinary shares and convarsion of notes into
shares, are not considered dllutive as the exercise of the options or conversion of notes would not
decrease the basic loss per share, '

n
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Consolldated Parent
2003 2002 2003 2002
$ 3 § &
5. Income Tax
Income Tax Expanse
Loss from Ordinary Activities (3,201,120) (4,881,871) (2,142,794) (5,800,135)
Prima facie income tax benefit
thereon at 30% (960,336) (1,464,561) (642,838) (1,740,041)
Tax affect of permanent and other
differences:
Nen deductible expenses ' 41,041 1,038 23,300 478

(315,295) (1,463,523) (619,538 (1,739,563)

Future income tax beneflt not braught

to account
- Tax losses 906,447 846,067 158,674 250,045
~ Timing differences 12,848 517,456 - 460,854 1,489,518

Total Tax Benefit - - - -

At 30 June 2003, Tennyson Networks Ltd had estimated carrled forward tax losses of $5,041,973
(2002; $4.513,058). The bhenefit of these losses of $1,512,592 (2002; $1,353,918) has not been
brought to acceunt, as realisation fs not virtually certain.

At 30 June 2003, Tennyson Networks Ltd and its controlled entities have estimated carried forward
Australian income tax losses of $24,152,327 (2002: $21,130,838). The benefit of these losses of
$7,245,698 (2002: 56,339,251) has not been brought to account, as realisation Is not virtually certaln.

These benefits will only be obtajned if:

(a) future assessable income is darived of a nature and af an amount sufficient to enable the benefit
to be realized,

(b) the condhtlons for deductibillty Imposed by tax legislation cantinue to be complied with; and

(¢ no changes in tax leglis|ation adversely affact the consolidared entijty realising the benefit.

Tax consolldation

Effective 1 July 2002, for the purposes of income taxation, Tennyson Netwarks Limited and its 100%
owned subsldiariss have formed a consolidated group, The head entity of the tax consolldated group is
Tennyson Networks Limlited.

12
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9. Recelvables (Non~-Current)

Non-trade amounts owing by wholly
owned controlled entities (a) -
Less: Provisian for diminution -

NO. 143
Consojidated Parent
2003 2002 2003 2002
' 5 $ 3 $
6. Receivables (Current)
Trade Debtors (a) 185,141 906,624 - -
Less: Provision for doubtful debis (75,000) {100,000) - -
Net Trade Debtors 120,141 806,624 - -
Other Debtors 208,953 208,620 - 9,590
Net Other Debrors 208,953 208,620 - 9,590
Total Current Receivabjes 329,094 1,015,244 - 9,590
{a) Amounts recelvable in foreign eurrency disclosed in Note 31(c).
7. Inventories (Currant)
Components - at cost : 845,897 585,650 -
Finished Goods ~ at cast 717,284 1,235,096 -
Less: Pravision for diminution |n value (547.816) (247,816) -
Total Inventories at Lawar of
Cost and Net Realisable Value ~ },015,3865 1,572,930 -
8. Orther Current Assets
Prepayments 24,674 58,498 5,368 33,758

29,995,490 28,124,864
(29,500,000) (28,000,000)

Total Nop~Current Receivables -

- 495,490

124,864

{a) The recovarability of thls amount is dependent upon the further development, sales and marleeting

of a controlled entity's telecommunlications technelogy.

10. Other Financial Assers (Non-Currenr)
Shares In controlled entlties (refer Note 22) -

Total Other Financlal Assets -
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11, Praperty, Plant & Equipment

Leasghold Improvements
Cost

Opening Balance
Additjons

Closing Ralance
Accumulated Amortisation
Opening Balance
Amortisation for the year
Clasing Balance

Ner Book Valye

Plant and Equipment
Cost

Opening Balance
Additions

Disposals

Acqulsitions

Clesing Balance
Accumulated Depreciation
Opening Balance

Deprecijation for the year
Disposals

Closing Balance

Net Rook Value

Plant and Equipment under lease
Cost

Opening Balance

Closing Balance

Accumulared Depreciation
Opening Balance

Deprecijation for the year

Clesing Balance

Net Ranlk Value

Total Property, Plant and Equipment

TENNYSON TECNOLOGY 61 2 955893965

NO. 143
Consglidated Parent
2003 2002 2002
$ $ $
31,751 23,441 - -
- 8,310 - -
31,751 31,751 - -
(24,301) (23,441) - -
(2,743) (860) - -
(27,044) (24,301) - -
4,707 7,450 - -
802,758 818,013 - 72,727
53,306 62,583 - 5,110
(23,899) (77.837) - (77,837)
517,442 - - -
1,345,608 802,759 - -
(704,53 8) (677,122) - (48,627)
(71,927) (78,743) - (2,600)
22,217 51,227 - 51,227
(754,348) (704,638) - -
595,260 88,121 - -
127,092 127,092 - -
127,092 127,092 - -
(127,092) (117,130) - -
- (5,962) - -
(127,092) = {(127,092) - -
599,267 105,571 - -

14
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P.19-35
Consolidated Parent
2003 2002 2003 2002
s 5 $ £
12. Other Non~-Current Assers
Deferred Research and Development Costs
- Deferred research and development
costs - opening 14,453,847 14,453,847 ~ -
- Deferred research and develapment
costs incyrred during the year - - - ~
~ Deferred research and development
costs - closing 14,453,847 14,453,847 - -
- Accumulated amortigation - opening (14,453,847) (12,408,263) - -
- Amartisation of R & D costs - - - -
~ Deferred casts writtep off ~ (2,048,584) - -
~ Accumulated amortisatian ~ closing (14,453,847) (14,453,847) - -
Ner Deferred Research
& Development Costs - - - -
13, Payables (Current)
Trade Craditors and
Accruals - unsecured 592,186 768,046 180,629 31,906
Other Creditors 269,612 299,757 24,699 57,206
Afounts payable ta directors
and director-related entitjes  Refer Note 28 253,995 76,648 195,238 76,648
Total Current Payables 1,115,783 1,144,451 400,568 165,760
14. Interest-Bearing Liabllitles (Currenrt)
Secured
Ling of Credit (a) ) 56,357 - - -
Unsecured
Loans from directors and director-related
entitles (b) 915,740 - 915,740 -
"Total Interest Bearlng Liabilltles 972,097 - 915,740 -

15
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14. Interest-Bearing Llabilities (Current) [continued]

(a) This facility Is secured by a registered debenture over the all of the Company's assets and was fully
drawn at balance dare.

(b) Durlng the year Messrs E M Barry, R W Leighton, H C Parker and R W Wnss advanced unsecured
_loans to the Company. At balance date an aggregate amount of §915,740 remalns outstanding -
rafer Note 28.

Consolidated Parent
2003 2002 2003 2002

$ $ $ s
18. Provislons {Current)
Auditors' Fees . 30,000 25,000 30,000 25,000
Employee Entitlements 258,752 147,044 - -
Product Warranties 56,000 50,000 - -
Tota) Current Provisions 338,752 216,044 30,000 25,000
16, Provisions (Non-Current)
Employee Entitlements 31,737 27,155 - -
Total Non Current Provisions 31,737 27,1558 - -
17. Contributed Equity
Ordinary Shares 36,437,639 35,627,119 36,437,639 35,527,119

No. of Ordinary Shares

2003 2002

Movement in Issued shares .

for the year:

Opening nurmber of shares 130,733,625 44,245,192
Issued during the year (a) 31,283,333 58,760,135
Options converted during the year (b) ~ 1,100,000
Convertible notes converted during the year (¢) - -~ 26,628,288
Closing Number of Shares 161,966,958130,733,625

During the year transaction casts arising from contributed equity was $26,480 (2002: $371,142).

16
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17. Cantribured Equity [continued] Na. of Ordinary Sharas
2003 2002

(a) Issued during the year:

On 6 December 2002, issue of 4,166,668 fully paid
ordinary shares ar an jssye price of $0.03 per share 4,166,668 -
On 17 January 2003, issue of 13,733,332 fully pald
ordinary shares ar an isstte price of §0,03 per share 13,733,332 -
On 1 April 2003, jssye of 13,333,333 fully paid
ordinary shares at an issue price of $0,03 per share 13,333,333 -
On 16 August 2007, issue of 42,396,500 fuily paid
ordinary shares at an issde pricg of $0.11 per share
On 22 November 2007, issuye of 308,967 fully pald
ordinary shares at ap issue price of $0.11 per share
On 15 January 2002, issue of 454,668 fully paid
ordinary shares at an issue price of $0.17 per share
On 30 May 2002, |ssue of 15,000,000 fully paid
ordinary shares at an Issue price of $0,04 per share

i

42,396,500

908,967

454,668

15,000,000

1

31,233,333 58,760,135

{b) Options converted during the year;

Converslon of options exercisable at $0.0375

on or hefore 15 June 2002 - 1,100,000
- 1,100,000

() Canvertible Notes converted during the year:
! Conversion of convertible notes at $0.0428 - 7,703,081
Canverslon of convertihle notes at $0.0354 - 18,925,217
-~ 26,628,298

{d) Terms and Canditions of Contributed Equity:
Qrdinary shares have the right to recelve dividends as declared, and, in the event of winding up
the company, to part/cipate in the proceeds from the sale of all surplus assets in proportion to
the numbar of and ameunts paid up an shares held,

Ordinary shares entitle thelr holder to one vote, either in person ar by proxy, at a mesting of tha
comeany.

17
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18. Other Equity Instruments
Number of Options

2003 2002
Optians to acquire shares in Tennyson Networks Lid
a) Empioyee Share Optjon Plan
On issue at beginning of year
Exercisable at $0.60 an or hefere 16 Dacember 2001 - 259,750
Exercisable at $1.00 an or before 30 Jupe 2004 40,000 185,000
Exercisable at $1.05 on or hefore 30 june 2004 5,000 §.,000
Exercisabie at $§0.70 on or befora 1 Navember 2004 60,000 259,000
Exercjsable at $0.04 an or before 27 November 2005 1,260,000 -
Exerclsable at $0.05 on or before 19 March 2008 500,000 -
),865,000 708,750
lssued during the year
Exercisable at $0.04 on or before 27 November 2008 - 1,460,000
Exercisable at $0.05 on or before 19 March 2006 - 500,000
Exercisable at §1.00 an or befare 3Q June 2006 e ————— s
- 1,960,000
Cancelled during the year
Exercisable at §0,60 on ot befare 16 December 2001 - (259,750)
Exerclsable at $1,00 on or befare 30 June 2004 - (145,000)
Exercisable at $0.70 on or before 1 Navember 2004 (15,000) (199,000)
Exercisabla at $0.04 on or befare 27 Navemfer 2008 {110,000) (200,000)
{125,000) (803,750)
Quistanding at Balance Date 1,740,000 1,865,000
Cancelled subsequent to balance date '
Exercisable at $1.00 on or before 30 June 2004 (10,000) -
Exercisable ar $0,04 on or before 27 Novamber 2005 (50,000} -
(60,000) -
Dutstanding at Date of Directors® Report 1,680,000 1,865,000

o 0 Wt Ny oy . v —— s em e
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18. Other Equity (nstruments [continued]

TENNYSON TECNOLOGY 61 3 395589965

NC. 143

Number of Options

2003 2002
b) Other Cptions
On issue at beginning of year
Exercisable at §0.11 an ar before 15 June 2002 -~ 1,100,000
Exercisable at §0.11 on ar before 31 December 2003 4,700,000 -
4,700,000 1,100,000
Issued during the year
Exercisable at $0.11 on or before 31 December 2003 - 4,700,000
Exerclsable at 50,10 on or before 12 july 2003 (a) 7,500,000 -
Exercisable at $0.10 on or before 12 July 2004 (b) 10,000,000 -
17,500,000 4,700,000
Exerclsed during the year
Exercisable at $0.11 on or before 15 june 2002 - (1,100,000)
- (1,100,000)
Cancelled during the year
Exercisable at $0.11 on or before 31 Dacember 2003 (2,700,000) -
{2,700,000) -
Outstanding at Balance Date 12,500,000 4,700,000
Issued subsequent to balance date
Exercisahle at $0.1Q on or before 12 July 2003 (a) - 7,500,000
Exercisable at $0.10 on or before 12 July 2004 (b) - 10,000,000
- 17,500,000
Cancelled subsequent to balance date
Exercisable at 50,10 on or before 12 July 2003 (a) (7,500,000) -
{(7,500,000) -
Outstanding at Date of Directors’ Report 12,000,000 22,200,000

KKey Terms and conditlans of other aptions:

(a) An [ssue of 7,500,000 aptions, at njl ceansideration, explring on 12 july 2003 at an exarcise
price of $0.1Q to the pjacement investors to whom shares were {ssued on 30 May 2002.

(b) An Issue of 10,000,000 options, at nil cansideration, expiring on 12 July 2004 at an exercise
price of $0,10, ta the holders of secured convertible notas that were [ssued on 15 July 2002.

19
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Consolidated Parent
2003 2002 2003 2002
kY 3 3 $
19, Reserves
Capital (a) 10,000 10,000 10,000 10,000
Forelgn Currency Trans(ation (b) (11,544) - - R
?'—;-5-4-;-) 'TE:HOT) 10,000 10,000

Movements in Resgiyas
(a) Capital

Balance at end of year 10,000 10,000 10,000 10,000
{b) Forelgn Currency Translation

Balance at beginning of yaar - - - -

Fxchange fluctuation on translation

of overseas controlled entity (11,544) - - -

Balance at end of year (Tl 544) - - -
20. Accumulated Losses
Accumulated Losses at the Beginning
of the Financlal Year (33,639,261) (28,757,390} (35,149,978) (29,349,843)
Loss from Ordinary Activitles after
related Income tax expense (3,201,120) (4,881,871} (2,142,794) (5,800,135)
Accumulated Losses at the End
of the Financial Year (36,840,381) (33,638,251) (37,292,772) (35,149,978)

20
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Consalidated Parent
2003 2002 2003 2002
$ § $ 5
21, Expenditure Commirments
Operating [eases (non = cancellahle)
Not later than one year 69,650 - - -
Later than one year but not
later than five years 139,300 - - -
Later than fiva years - - - -
Total Operating Lease Commitments 208,950 . - - -

Operating Lease commitments relates to lease of a puilding.

22. Investment in Contralled Entlities

The consolidatad flnanclal statements at 30 June 2003 include the following controlled entities. The
financial years of all contralled entities are the same as that of the parent entlty.

Cost of Parent Equity HeldIng
Entlty's Interest
2003 2002 2003 2002
$ $ % %
Controlled Entities
Tennyson Technologles Pry Ltd 2 2 100 100
Datareach Limited (a) 1 - 100 -
Tennyson Networks Limited (b) - 3 - 100
3 TE

{a) Tiari Holdings Limited, a New Zealand noh-operating company, was acquited by Tennyson
Technologies Pty Ltd on 5 February 2003. It was renamed Datareach |imited on 9 Aprll 20C3 and
acquired certaln assets and llabllitles of the Data Services business of Ericssop Communications Limited
an 30 June 2003.

(b) Tennyson Networks Limited was the company's operating subsidlary based and Incorporated in the
United Kingdom. This entity was liquidated during the year.

Tennyson Technologies Pty Ltd is directly contralied by Tennyson Networks Ltd. and is Incorporated in
Australla.

a1
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23. Employee Entitlernents and Superannuation Commitments
The cansclidated entity employed 45 employees as at 30 June 2003 (2002: 28 employees).

a) Employee Entitlements

The aggregate employee entitlement llability at balance date comprises:

Consolidated Parent
2003 2002 2003 2002
$ $ $ $
- Accrued wages, salaries and oncosts 89,480 63,416 - -
- Pravisions (Current) 258,752 141,044 - -
- Pravisions (Non-Current) 31,737 27.1558 - -
379,969 231,815 - -

b) Employee Share and Option ownership schemes

On 31 August 2000 the Company established an Employee Share Optlon Plan to assist in the
attraction, retention and motivation af key employees,

The tatal numbser of options that can be [ssued under the plan, when combined with all other
shares issued by the company pursuant to this or any other employee share scheme In the
previous 5 years, may not exceed 15% of the jssued share capital of the company at the time that
the options are issued.

The aptions, which are not listed, are Issued free to emplayees and entitle the holder to subscribe
for one fully pald ordinary share in the Company. Shares issued pursuant to the exercise of
options will rank equally with all other ordinary shares of the Company. Options Issued under the
Plan are nat transferable.

Dlrectors have discretion under the plan to determine the exarcise price of each optien. The
exercise price however may not be less than BO0% of the average closing sale price of the
Company's ordinary shares over the five days praceding the day on which the options are affered
to employees,

The options [ssued under the Plan are sybject to varlous escrow conditions aver a perlad of three
years. Any optiops not exerclsed within a period of 4 years from thelr dare of issue will Iapse.
Options w(ll also lapse upan she resignation ar termination of a holder's employment - refer hote
18.

c) Superannuation Commitments
The Company and |ts controlled entitias contributed 9% of salaries w employees' personal
superannuation plans, The companies do not malntain a superannuation scheme on behalf of

their employees. There was $36,025 [n outstanding liabilities for superahnuation commitments
at 30 June 2003. .

22
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24. Remuneration of Directors

Consolldated

2003 2002
$ $
Amounts paid or payable or otharwise
made available to directars of the company
from the company or any relatad party 209,674 516,503

NO. 143

The number of directors of the company
whose income from the company or any
related party falls within the following bands

310,000 - 519,999
$20,000 - 529,999
$40,000 - 549,999
570,000 - §79.998
$180,000~ $189,999
$200,000 - 5209,999

25. Remuneration of Executives

Consolidated

2003 2002
$ $
Amounts recelved or due and recelvable
fror the company. entltles in the
consolldated entity or rejated parties by
executive offlcers of the company and of
controlled entities whese total remuneration
exceeds $100,000 (a) 338,065 394,957
The number of executives of the consolidated
entity and the company whose remuneration .
falls within the fallowing bands: (b)

No. No,
$160,000 - $169,999 1 -
$170,000- $179,899 1 -
$1920,000 - §199,999 - 1
$200,000 - 3209,999 - 1

Parent
2003 2002
$ )
209,674 516,503
No, No.
- 2
3 -
- 2
2 -
- ]
- 1
Parent
2003 2002
5 $
173,211 204,279
Ne. No.

—
— ) e

(a) Executive officers are those officers involved in the strateglc direction and general management

of the business at a company or operating level.

(b) Includes executive director of the company also dlsclased within “Remuneration of Directors”.

23
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Consolidated Parent
2003 2002 2003 2002
. 3 5 g 5

26. Auditors' Remunearation
{a) Amounts raceived or due and recelvablje by
the Auditors for:
Aundit and review of financial reports 30,000 25,000 30,000 25,000
(b) Amounts recelved or due and receivable by
Other Auditors - Arthur Andersen for:
Audit and review of financial reports - 18,i50 - 18,150
Total Audltors’ Remuneration 30,000 43,150 20,000 43,150

- - - - - - - - - -

27. Segment Information
Business Segrnent

The copsolidated entity aperates within one business segment, being the telacommunications industry.
As a result, disclosures in the consalidated financlal statements and notes are representative of this

segment.
Gepgraphic Segrment
Consolidated
2003 2002
s S
Operating Revenue
~ Australla/New Zealand 1,803,564 2,828,753
Segment Result 4
~ Australla/New Zealand . (3,201,120Q) (4,881,871)
Segment Assets ‘
~ Australia/New Zealand 2,054,093 3,285,508
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28, Related Party Disclosures

a)

b)

c)

d)

e)

Directors:

The persons who held office as a directer of Tennysan Natworks Limited during the year ended 30
June 2003:

H C Parker R W Woss
R W Leighton L A Caleman {resigned 23 Septemhber 2002)
E M Barry

Informatien on the remuneration of directors Is set out in Note 24,

Directors’ holdings of shares and share optlans

As at 30 june 2003 directors of Tennyson Netwerks Limlted held in aggregate 43,542,991
ardinary shares of Tennyson Networks Limited. and 2,000,000 options ever 2,000,000 erdinary
shares of Tennyson Netwaorls Limited.

Rirectors' transactions in shares and share optlons

During the year directors of Tennyson Networks Limited acqulred in aggregate 1,000,002
ordinary shares in the Company,

Wholly-owned group transactions

During the year, the Company advanced $1,870,626 (2002: $4,524,864) to Tennyson
Technologies Pty Ltd, & controlled entity, to fund that cempany’s telecommunications operations.
The Company has not charged Tennyson Technologies Pty Ltd interest on the |oan of 529,295,490
owing at 3Q June 2003,

Transactions with directars and director-related entities

Loans from directors

During the year directors advanced $1,065,740 to Tennyson Networks Limited as unsecured
loans. At balance date $915,74Q remains outstanding.

Interest paid or payable to directors and directar-related entities during the year amounted to
§7,417 (2002; $48,941).

rIra s~ a 58 O 5 and o 's le asis

Purchases of goeds and services tatalling $107,014 (2002: §137,715) were made from a
director-relared entity of EM Barry.

Provislan of accounting, consulting and secretarial services by a director-related antity of RW Woss
totalled $79,867 (2002: nil).

’

ounts aple
At bajance date the total amount payable to directors and director-reiated entitles in relation to

autstanding diractors’ remuneration, interest payable, subseription fees and the purchase of
goods and services was $253,995 (2002; $76,648).
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28. Related Party Disclosures [continyed]

f) Ultimate Parent

Tennyson Networks Limited |s the ultimate Australlan parent company.

29. Contingent Liability
In the year a former executive seryed the company with a clalm for alleged breach of contract. The

company disputes this clalm and will pursue a counter claim against the executive for breach of contract
of employment and fiduciary duties.
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30, Notes to Statement of Cash Flows
a) Recanciliation of Cash
For the purposes of the Statement of Cash Flows, cash includes cash on hand and In banks and

deposits at call. Cash at the end of the financlal year as shown in the Statement of Cash Flaws is
reconciled to the related jtems In the Staterment of Financial Pasjtion as follows:

Consalidated Parent
2003 ' 2002 2003 2002
$ 5 5 $
Cash at Bank and on Hand . 84,993 383,888 313 260,310
Depesits at call - 149,377 - 149,377
84,993 533,265 313 409,687

b) Reconciliatijon of loss from operating
activitles after tax to cash used in
operating actlvities

Loss fram Ordinary Activitles
After Related income Tax Expense  (3,201,120) (4,881,871) (2,142,794) (5,800,135)

AdJustments for non~cash Income
and expense itams;

Pepreciation and amortisation 74,670 89,565 - 2,600
Net loss (proflt) on disposal of

property, plant and equipment (45) 16,611 - 16,611 .
Bad debts written off - 177,783 - -
Net research and development

casts written off - 2,045,584 - -

Amounts set aside to provisions/
(written back):

stocl variation 300,000 29,090 - -
audit fees 5,000 25,000 5,000 25,000
doubtful debts (25,000} (291,957) 1,500,000 £,000,000

Changes In operating assets and liabilitles

{(\ncrease) decrease in recejvables 821,561 (761,744) 4,220 25,675
{Increase) decrease In other current 33,824 (58,498) 33,760 (33,760)
asserts
(Increase) decrease in Inventory 758,211 (447,601) - -
(Decrease) increase |n payables (177,401) (1,048,859) 234,806 30,966
Increase (Decrease) in provision for
employee entitlaments (20,9596) 19,729 - (11,180)
(Decrease) In other provisions = (15,000) - (15,000)

Net cash used in
operating activities {1,431,296) (5,102,168) (365,008) (759,223)
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30. Notes to Statement of Cash Flows [continued]

(c)

TENNYSON TECNOLOGY 61 3 955839365

Acquisltion of Business/Controlled Entity

MNO. 143

P.32-35

On 30 June 2003, Datareach mited acquired the net assets of the Data Services business

operation from Ericsson Communications Limlted based |h New Zealand.

Cansideration Paid

Cash Paid
Cash Deferred

Net Assets acquired:

Other Debtors

Inventories

Property, Plant and Equipment
Patent

Trade Creditors and Accruals
Employee Entitiements

Sub-Total Net Assets (gross)
Discaunt on Acquisition

Fair Value of Net Assets acquired

$

848,014
123,553

o

- =

121,953
805,589
832,614

1

1,760,157

(25,180)
(143,286)

1.591,681
(620,114)

871,667

A ————
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31, Financial Instruments

a) fnterest Rate RIsk Exposyre

NC. 143

P.33,35

The following table summarises Interest rate risk for the consolidated entity, together with

effective interest rates at balance date.

FIxed interest rate

maturing in

Floating 1 year Over Non- Tortal Average

Interest orless 11ta 5 [nterest interest

Rate () years rate

$ s $ $ S Fixed Floating
2003 % %
Financial assets
Cash 84,393 - - - 84,993 - 2.0%
Trade Debtors - - - 120,149 120,141 - -
Other debtors - - - 208,953 208,953 -
Prepayments - - - 24,674 24,674 - -
84,993 - - 353,768 438,761
Financlal liabilities
Trade Creditors - - - 592,186 592,186 - -
Other Creditors - - - 269,672 269,612 - -
Amounts payable to
directors and _
directar-related entitles - - - 253,995 253,995 - -
Line of Credit 56,357 - - - $6.357 - 10.1%
Loans from directors 915,740 - - 915,740 11.0%
£6,357 915,740 - 1,115,793 2,087,890
(D Floating Interest rates represent the mast recently determined rate applicable to the
" Instrument at balance date.
2002
Financial assets
Cash 259,471 - - 124,417 383,888 - 2.50%
Deposits 149,377 - - - ' 149,377 - 4.36%
Trade Pebtors - - - B06,624 806,624 - -
Other Debtors - - - 208,620 208,620 - -
Prepayments - - - 5B,498 58,498 - -
408,848 - - 1,198,159 1,607,007
Financlal liabllities T -
Trade Creditors - - - 768,046 768,046 - -
Other Creditors - - - 299,757 299,787 - -
Amolnts payable to
directors and
director-related antlties - - - 76,648 76,648 - -
- - - ll]44l451 1||445451
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31. Financial Instruments [continued]

b) Net falr value of finapclal assets and liabllities

The carrylng amount of trade receivables and trade ¢reditors approximates fair value, The
carrylng amount of payables approximates fair value because of their short-term to maturlty,

c) Amounts receivable in forelgn currencies

At year end, a tptal of GBP 1,722,60 (2002 GBP 5,4432) was owed by trade debtors ta the
consolidated entlty, The Australian dollar equivalent was $4,674.64, Nc hedaing is in place for
this forelgn currency receivable,

d) Credit Risk Exposure

The consolidated entity's exposure ta credit risk is indlcatad by the carrying amount of lts financlal
assets. The major geagraphic concentration of credit risk arlses from Australia.

32. Subsequent Events

On 17 July 2003 the Company announced a $10 m|l{len capital raising comprising an issue of
8,960,000 shares ta private Invastors at ap issue price of 2,5 cents per share, rajsing $224,000,
-In addltlon, the Company entered Into a Subscription Agreement with Neoside Pty Ltd, Neacside
has agreed to subseribe for 391,040,000 ordinary shares in the Company at 2.5 cents per
share, subject to the approval of shareholders at a general meeting.

On 8 August 2003 tha Company entered Into a Facility Agreement with Neoside and may horrow
up to $2 millian in tota] from Neaside up 1o the date of the general meeting, The proceeds of the
proposed share issue to Neoside will be used to retire the amount outstanding under this Facility
Agreement, {ncluding accrued interest,

On 14 August 2003 the Company entered jnto a loan agreement with a private lender under
which the lender agreed to |oan the Company up to a maximum of $250,000 for the purposes of
working capital. Under this loan agreement the Company is required to fssue to the lender
8,333,333 unlisted options In the Company exercisable at 3 cents per aption with an explry date
being 12 months after the date the aoptions are issued and is required to seelk sharecholder
approval for the issue of those options, )
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SUPPLEMENTARY FINANCIAL INFORMATION (unaudited)

TRADING PERFORMANCE OF DATAREACH BUSINESS
far the slx month period 1 January to 30 fune 2003

During the financlal year ended 30 June 2003 the <onsolldated entity entered Into an agreement far the
sale and purchase of the Data Services business of Ericsson New Zealand. This business, subsequently
renamed Datareach, designs, markets and supports a range of high-speed broadband internet
products for international markets.

The effective date of acquisition was 1 January 2003 and the acquisition was completed on 30 june
2003, Under Accounting Standard AASB 1024 (Censelidated Accounts) the financjal results of acquired
businesses and cantrolled éntities are only Included In the consolidated financial staternents from the
date control commences, As control of the Datareach business passed to the consolidated entity on the
30 June 2003, its financial performance for the six manths ended 30 june 2003 has not been Included
in the consolidated financial stateynents.

Accordingly, set out below (s the Trading Performance aof the Datareach business, adjusted for
assoclated acquisition costs not recognised in the consolidated financial statements,

NZSO00's A$000's
Sales Revenue 8,808 B,0158
Lass: Cost of Goods sold 4,689 4,267
Grass Margin 4,119 3,748
Qperational Overhead _ 1,402 1,276
Earnings Befora (nterest, Tax and 2,717 2,472
Acquisition Costs
Cl [o] S
Management fees and earp-out 1,502 1,367
Purchase price adjustment S50 501
2,052 1,868
Interest Expense N 83
Earnings Before tax 574 521

31



