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TIME:  10:00am (WST)  

DATE:  Thursday 28 September 2017 

PLACE: The Celtic Club – Presidents Room  

 48 Ord Street West Perth  WA  6005. 

  

 

 

 

 

 

 

 

 

This Notice of Meeting should be read in its entirety.  If Shareholders are in doubt as to 

how they should vote, they should seek advice from their professional advisers prior to 

voting. 

Should you wish to discuss the matters in this Notice of Meeting please do not hesitate to 

contact the Company Secretary, John Lewis on (+61 8) 6555 9500. 
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IMPORTANT  INFORMAT IO N 

Time and place of Meeting 

The Extraordinary General Meeting of the Shareholders to which this Notice of Meeting 

relates will be held at 10:00am (WST) on Thursday 28 September 2017 at The Celtic Club – 

Presidents Room 48 Ord Street  West Perth  WA  6005. 

Your vote is important 

The business of the Extraordinary General Meeting affects your shareholding and your vote 

is important.   

Voting in person 

To vote in person, attend the Extraordinary General Meeting on the date and at the place 

set out above.   

Voting by proxy 

To vote by proxy, please complete and sign the enclosed Proxy Form and return by the 

time and in accordance with the instructions set out on the Proxy Form. 

In accordance with section 249L of the Corporations Act, members are advised that: 

• each member has a right to appoint a proxy; 

• the proxy need not be a member of the Company; and 

• a member who is entitled to cast 2 or more votes may appoint 2 proxies and may 

specify the proportion or number of votes each proxy is appointed to exercise. If 

the member appoints 2 proxies and the appointment does not specify the 

proportion or number of the member’s votes, then in accordance with section 

249X(3) of the Corporations Act, each proxy may exercise one-half of the votes. 

New sections 250BB and 250BC of the Corporations Act came into effect on 1 July 2011 

and apply to voting by proxy on or after that date. Shareholders and their proxies should 

be aware of these changes to the Corporations Act, as they will apply to this Extraordinary 

General Meeting. Broadly, the changes mean that: 

• if proxy holders vote, they must cast all directed proxies as directed; and 

• any directed proxies which are not voted will automatically default to the Chair, 

who must vote the proxies as directed. 

Further details on these changes are set out below. 
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Proxy vote if appointment specifies way to vote 

Section 250BB(1) of the Corporations Act provides that an appointment of a proxy may 

specify the way the proxy is to vote on a particular resolution and, if it does: 

• the proxy need not vote on a show of hands, but if the proxy does so, the proxy 

must vote that way (i.e. as directed); and 

• if the proxy has 2 or more appointments that specify different ways to vote on the 

resolution – the proxy must not vote on a show of hands; and 

• if the proxy is the chair of the meeting at which the resolution is voted on – the proxy 

must vote on a poll, and must vote that way (i.e. as directed); and 

• if the proxy is not the chair – the proxy need not vote on the poll, but if the proxy 

does so, the proxy must vote that way (i.e. as directed). 

Transfer of non-chair proxy to chair in certain circumstances 

Section 250BC of the Corporations Act provides that, if: 

• an appointment of a proxy specifies the way the proxy is to vote on a particular 

resolution at a meeting of the Company's members; and 

• the appointed proxy is not the chair of the meeting; and 

• at the meeting, a poll is duly demanded on the resolution; and 

• either of the following applies: 

o the proxy is not recorded as attending the meeting; 

o the proxy does not vote on the resolution, 

the chair of the meeting is taken, before voting on the resolution closes, to have been 

appointed as the proxy for the purposes of voting on the resolution at the meeting. 
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BUS INESS  OF  THE  EXTRAORDINARY  GENERAL  MEET ING  

Notice is given that the Extraordinary General Meeting of Shareholders will be held at 10:00 

am (WST) on Thursday 28 September 2017 at, The Celtic Club – Presidents Room 48 Ord 

Street  West Perth  WA  6005. 

The Explanatory Statement provides additional information on matters to be considered 

at the Extraordinary General Meeting and should be read prior to voting on the Resolutions.  

The Explanatory Statement and the Proxy Form are part of this Notice of Meeting. 

The Directors have determined pursuant to Regulation 7.11.37 of the Corporations 

Regulations 2001 (Cth) that the persons eligible to vote at the Extraordinary General 

Meeting are those who are registered Shareholders at 5.00pm (WST) on Tuesday 26 

September 2017. 

Terms and abbreviations used in this Notice of Meeting are defined in the Glossary. 

AGENDA 

ORDINARY BUSINESS: 

1 .  R E S O L U T I O N 1  –  A ME ND ME NT  O F  TH E  TE R MS  O F  T H E  T R ANCH E  C  

CO NV E R T I B L E  NO TE S  

To consider and, if thought fit, to pass, with or without amendment, the following 

resolution as an ordinary resolution: 

“That, conditional on Shareholders approving Resolution 2 and the issue of 

the 462,000 Tranche C Convertible Notes pursuant to the Agreement, the 

terms of those 462,000 Tranche C Convertible Notes be amended as 

described in Sections 1 and 2 of the Explanatory Statement.” 

Voting Exclusion. The Company will disregard any votes cast on this Resolution by any 

person who may participate in the proposed issue and a 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.  However, the Company need 

not disregard a vote 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, or, it is cast by the person chairing 

the meeting as proxy for a person who is entitled to vote, in accordance with a direction 

on the Proxy Form to vote as the proxy decides. 

2 .  R E S O L U T I O N 2  –  I S S U E  O F  TR ANCH E  C  CO N V E R T I B L E  NO TE S  AS  

AME ND E D  B Y  TH E  AP P R O V AL  O F  R E S O LU T I O N 1  

To consider and, if thought fit, to pass, with or without amendment, the following 

resolution as an ordinary resolution: 

“That, conditional on Shareholders approving Resolution 1, for the purposes 

of ASX Listing Rule 7.1 and for all other purposes, Shareholders approve the 

issue of the 462,000 Tranche C Convertible Notes to be issued pursuant to 

the Agreement and prior to the Extraordinary General Meeting, each with a 

face value of US$1.10 to MEF I, L.P., on the terms and conditions as described 

in Sections 1, 2, and 3 of the Explanatory Statement and as amended 

pursuant to Resolution 1.”  

Voting Exclusion. The Company will disregard any votes cast on this Resolution by any 

person who may participate in the proposed issue and a 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.  However, the Company need 

not disregard a vote 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, or, it is cast by the person chairing 

the meeting as proxy for a person who is entitled to vote, in accordance with a direction 

on the Proxy Form to vote as the proxy decides. 
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3 .  R E S O L U T I O N  3  –  I S S U E  O F  TR ANCH E  D  CO NV E R T I B L E  NO T E S  

To consider and, if thought fit, to pass, with or without amendment, the following 

resolution as an ordinary resolution: 

“That, conditional on Shareholders approving Resolutions 1, 2 and 4, for the 

purposes of ASX Listing Rule 7.1 and for all other purposes, approval is given 

for the Company to issue that number of Tranche D Convertible Notes 

determined in accordance with the terms of the Agreement, each with a 

face value of US$1.10 to MEF I, L.P., on the terms and conditions as described 

in Sections 1 and 4 of the Explanatory Statement.” 

Voting Exclusion. The Company will disregard any votes cast on this Resolution by any 

person who may participate in the proposed issue and a 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.  However, the Company need 

not disregard a vote 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, or, it is cast by the person chairing 

the meeting as proxy for a person who is entitled to vote, in accordance with a direction 

on the Proxy Form to vote as the proxy decides. 

4 .  R E S O L U T I O N  4  –  I S S U E  O F  T R A NC H E  E  CO NV E R T I B L E  NO TE S  

To consider and, if thought fit, to pass, with or without amendment, the following 

resolution as an ordinary resolution: 

“That, conditional on Shareholders approving Resolutions 1, 2 and 3, for the 

purposes of ASX Listing Rule 7.1 and for all other purposes, approval is given 

for the Company to issue that number of Tranche E Convertible Notes 

determined in accordance with the terms of the Agreement, each with a 

face value of US$1.10 to MEF I, L.P., on the terms and conditions as described 

in Sections 1 and 5 of the Explanatory Statement.” 

Voting Exclusion. The Company will disregard any votes cast on this Resolution by any 

person who may participate in the proposed issue and a 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.  However, the Company need 

not disregard a vote 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, or, it is cast by the person chairing 

the meeting as proxy for a person who is entitled to vote, in accordance with a direction 

on the Proxy Form to vote as the proxy decides. 

5 .  R E S O L U T I O N  5  –  I S S U E  O F  B R E AK  F E E  S H AR E S  U ND E R  TH E  

AG R E E ME NT   

To consider and, if thought fit, to pass, with or without amendment, the following 

resolution as an ordinary resolution: 

“That, for the purposes of ASX Listing Rule 7.1 and for all other purposes, 

approval is given for the Company to issue that number of Break Fee Shares 

determined in accordance with the terms of the Agreement, at an issue 

price based on the 5 day volume weighted average price of Shares prior to 

20 November 2017, in the circumstances and on the terms and conditions 

as described in Sections 1, 5 and 6 of the Explanatory Statement.” 

Voting Exclusion. The Company will disregard any votes cast on this Resolution by any 

person who may participate in the proposed issue and a 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.  However, the Company need 

not disregard a vote 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, or, it is cast by the person chairing 

the meeting as proxy for a person who is entitled to vote, in accordance with a direction 

on the Proxy Form to vote as the proxy decides. 
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6 .  R E S O L U T I O N 6  –  A P P R O V AL  O F  I S S U E  O F  TV 2 U  S H AR E S  P U R S U AN T  

TO  P R O P O S E D  CAP I TAL  R A I S I NG   

To consider and, if thought fit, to pass with or without amendment, the following 

resolution as an ordinary resolution:  

“That, for the purposes of Listing Rule 7.1 and for all other purposes, 

Shareholders approve the issue of up to 100,000,000 Shares within three 

months from the date of the Extraordinary General Meeting at an issue price 

of not less than 80% of the volume weighted average market price for Shares 

over the last five trading days prior to the issue of those Shares on which sales 

in Shares were recorded, to the parties, for the purpose, and on the terms 

and conditions as described in Section 7 of the Explanatory Statement.”  

Voting Exclusion.  The Company will disregard any votes cast on this Resolution by any 

person who may participate in the proposed issue and a 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.  However, the Company need 

not disregard a vote 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, or, it is cast by the person chairing 

the meeting as proxy for a person who is entitled to vote, in accordance with a direction 

on the Proxy Form to vote as the proxy decides. 

BY ORDER OF THE BOARD 

 

JOHN LEWIS 

COMPANY SECRETARY 
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EXPLANATORY STATEMEN T  

This Explanatory Statement has been prepared for the information of the Shareholders in 

connection with the business to be conducted at the Extraordinary General Meeting to 

be held at 10:00am (WST) on Thursday 28 September 2017 at The Celtic Club – Presidents 

Room 48 Ord Street  West Perth  WA  6005. 

The purpose of this Explanatory Statement is to provide information which the Directors 

believe to be material to Shareholders in deciding whether or not to pass the Resolutions 

in the Notice of Meeting. 

1 .  B ACK G RO U ND  TO  R E S O L U T I O NS  1 ,  2 ,  3 ,  4  AND  5  

On 15 August 2017, the Company announced that it entered into the Agreement 

pursuant to which it was proposing to conduct a capital raising through the issue of 

Convertible Notes to MEF I, L.P., a diversified holding and investment company based in 

New York, USA. The capital raising was to raise up to A$3,000,000 through the issue of 

Convertible Notes, each with a face value of US$1.10.   

Under the terms of the Agreement the Company must issue $US denominated 

Convertible Notes with an aggregate face value equivalent to A$1.6 million and may 

issue further $US denominated Convertible Notes with an aggregate face value 

equivalent to A$ 1.4 million. The Convertible Notes will be issued at a 10% discount, for an 

aggregate maximum subscription price of the US$ equivalent of A$3.0 million. As such, 

each Convertible Note will have a face value of US$1.10 and will be issued for US$1.00 

each.  

The issue of the Convertible Notes has been divided into three tranches.  The first tranche 

(Tranche C Convertible Notes) has been issued within the Company's available 

placement capacity under ASX Listing Rule 7.1. The second tranche (Tranche D 

Convertible Notes) will be issued subject to and following approval of the Company's 

Shareholders of Resolutions 1, 2, 3  and 4 at this Extraordinary General Meeting and other 

customary conditions. The third tranche (Tranche E Convertible Notes) may be issued 

subject to and following the approval of the Company's Shareholders of Resolutions 1, 2, 

3 and 4 at this Extraordinary General Meeting and other customary conditions. Tranche 

E Convertible notes will, subject to the necessary Shareholder approvals and other 

customary conditions, be issued if the Company elects to give a written notice to MEF I, 

L.P. by no later than 20 November 2017, requiring MEF I, L.P. to subscribe for the Tranche 

E Convertible Notes on a specified date between 1 December 2017 and 8 December 

2017.  

If the Company does not require MEF I, L.P. to subscribe for the Tranche E Convertible 

Notes then, at MEF I, L.P.'s election, the Company must either: 

1.1 pay a fee to MEF I, L.P. of 3% of the investment amount applicable to the Tranche 

E Convertible Notes or issue a number of Shares to MEF I, L.P. of an equivalent 

value based on the 5-day VWAP prior to 20 November 2017 (Break Fee Shares); 

or 

1.2 increase MEF I, L.P.'s daily trading limitation from $15,000 to $25,000 (see further 

the 'Covenants' row in Schedule 1). 

The terms of the Agreement facilitate the issue of the Tranche C Convertible Notes 

without Shareholder approval.  The Tranche C Convertible Notes were issued on terms 

that contemplate that a fixed A$/US$ exchange rate of 0.77 and a minimum conversion 

price of A$0.005 would apply to the issue and conversion of any Tranche C Convertible 

Notes into Shares, unless and until Shareholder approval is obtained for the issue of the 

Tranche C Convertible Notes (being Resolutions 1 and 2 ). If the Company's Shareholders 
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approve Resolutions 1 and 2, the fixed A$/US$ exchange rate and the fixed minimum 

conversion price will cease to apply and the terms on which the Tranche C Convertible 

Notes would convert into Shares would be the same as for Tranche D Convertible Notes 

and Tranche E Convertible Notes (if they are issued).  

A total of 462,000 Tranche C Convertible Notes were issued on or about 23 August after 

satisfaction of the conditions precedent for the issue of the Tranche C Convertible Notes 

in the Agreement, which included the lodgement of a prospectus with ASIC in relation 

to the issue of the Convertible Notes and the expiry of any necessary exposure period 

under the Corporations Act.  

The number of Tranche D Convertible Notes that will be issued, subject to the Company 

obtaining Shareholder approval for that issue, will depend on the $A/US$ exchange rate 

at the time of issue. The number of Tranche E Convertible Notes that may be issued, 

assuming the necessary conditions are satisfied and the Company elects to require MEF 

I, L.P. to subscribe for the Tranche E Convertible Notes will depend on the 

$A/US$ exchange rate at the time of the issue.  

The table immediately below (Table 1) sets out the number of Convertible Notes that will 

be on issue assuming that Resolutions 1, 2, 3 and 4 are approved by Shareholders, the 

other conditions in the Agreement are satisfied, and the Company elects to issue Tranche 

E Convertible Notes, at different A$/US$ exchange rates. 

Table 1  

Number of Convertible 

Notes issued to MEF I, L.P. 

A$/US$ Exchange Rate 

0.70 0.75 0.80 

Tranche C Convertible Notes 462,000 462,000 462,000 

Tranche D Convertible Notes 700,000 750,000 800,000 

Tranche E Convertible Notes 980,000 1,050,000 1,120,000 

Total 2,142,000 2,262,000 2,382,000 

 

Tranche C Convertible Notes that are not otherwise redeemed or converted into 

ordinary shares will mature either 6 months after the date they are issued (if Resolutions 1 

and 2 are not approved by Shareholders on or before the date which is 60 days after the 

date of issue), or 12 months after the date they are issued (if Resolutions 1 and 2 are 

approved by Shareholders on or before the date which is 60 days after the date of issue).  

Tranche D Convertible Notes and Tranche E Convertible Notes that are not otherwise 

redeemed or converted into ordinary shares, will mature 12 months after they are issued.  

The Convertible Notes will automatically convert into Shares on maturity, unless MEF I, L.P. 

elects (at least 5 business days before maturity) for those Convertible Notes to be 

redeemed, in which case the Company must pay the face value of each such 

Convertible Note to MEF I, L.P..  

Each Convertible Note will be convertible into ordinary Shares in the Company from the 

date it is issued, at the option of MEF I, L.P. at the lower of an agreed floor price or at a 

price equal to 90% of the average of the four (4) lowest daily VWAPs over the ten (10) 

trading day period on which trading in Shares occurred on ASX immediately prior to the 

election to convert (converted into US$ at the prevailing A$/US$ exchange rate). The 

agreed floor price will be the lower of: 

• A$0.018, subject to being permanently increased to: 

o if the VWAP of Shares is above $A0.025 for more than 5 consecutive 

trading days, A$0.025; and 

o if the VWAP of Shares is above A$0.030 for more than 5 consecutive 

trading days, A$0.030; and 
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• if the Company has issued Shares to any other person during the term of the 

Convertible Notes for a price below the price specified in the bullet points above 

in effect at the relevant time, the lowest price at which any such Shares were 

issued.  

However, for the purposes of the conversion of any Tranche C Convertible Notes, unless 

and until Shareholder approval has been obtained in relation to Resolutions 1 and 2:  

• the A$/US$ exchange rate that will apply will be 0.77; and 

• the agreed floor price will be no less than A$0.005. 

The table immediately below (Table 2) sets out the number of Shares that will be issued 

on conversion of the Convertible Notes, assuming different A$/US$ exchange rates, and 

different conversion prices.  Table 2 also assumes that Resolutions 1, 2, 3 and 4 are 

approved by Shareholders , that no event of default under the Agreement has 

occurred and the Company elects to issue the Tranche E Convertible Notes.  

Table 2 

A$/US$  

Exchange 

Rate 

Number of 

Convertible 

Notes  

Conversion 

Price (A$) 

Shares to be 

issued on 

conversion 

of all 

Convertible 

Notes 

Total Shares 

on issue 

following 

conversion  

Conversion 

Shares as a 

percentage of 

total issued 

share capital 

after conversion 

of C Convertible 

Notes 

0.70 2,142,000 A$0.005 673,200,000 2,233,799,327 30.14% 

0.75 2,262,000 A$0.015 221,173,333 1,781,772,660 12.41% 

0.80 2,382,000 A$0.030 109,175,000 1,669,774,327 6.54% 

The table immediately below (Table 3) sets out the number of Shares that will be issued 

on conversion of the Tranche C Convertible Notes, assuming that Resolutions 1, 2, 3 and 

4 are not approved by Shareholders and that no event of default under the Agreement 

has occurred.  

Table 3 

Fixed 

A$/US$  

Exchange 

Rate 

Number of 

Tranche C 

Convertible 

Notes  

Conversion 

Price (A$) 

Shares to 

be issued 

on 

conversion 

of all 

Tranche C 

Convertible 

Notes 

Total Shares 

on issue 

following 

conversion  

Conversion 

Shares as a 

percentage of 

total issued 

share capital 

after 

conversion of 

Tranche C 

Convertible 

Notes 

0.77 462,000 A$0.005 132,000,000 1,692,599,327 7.80% 

A$0.015 44,000,000 1,604,599,327 2.74% 

A$0.03 22,000,000 1,582,599,327 1.39% 
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Table 4 

The table immediately below (Table 4) sets out the number of Break Fee Shares that may 

be required to be issued to MEF I, L.P. if the Company does not require MEF I, L.P. to 

subscribe for the Tranche E Convertible Notes assuming an investment amount of 

A$1,400,000 and different trading prices of Shares. 

5-day VWAP of Shares 

prior to 20 November 

2017 

Number of Break Fee 

Shares  

Break Fee Shares as a 

percentage of current issued 

share capital 

A$0.005 8,400,000 0.54% 

A$0.015 2,800,000 0.18% 

A$0.030 1,400,000 0.09% 

 

The proceeds of the issue of the Convertible Notes will be applied towards the 

Company's working capital and general corporate purposes. 

2 .  R E S O L U T I O N 1  –  AME ND ME NT  O F  TH E  TE R MS  O F  TH E  TR ANCH E  C  

CO NV E R T I B L E  NO TE S   

The terms of the Agreement to facilitate the issue of the Tranche C Convertible Notes 

without Shareholder approval, until Shareholders approve Resolutions 1 and 2, are a fixed 

A$/US$ exchange rate of $A/US$ of 0.77 and a minimum conversion price of A$0.005 and 

would apply to the conversion of any Tranche C Convertible Notes into Shares. If the 

Company's Shareholders approve the issue of Tranche C Convertible Notes, the terms of 

the Agreement contemplate that on conversion:  

2.1 the applicable fixed A$/US$ exchange rate will be the rate prevailing at the time 

of the conversion; and  

2.2 the fixed minimum conversion price of A$0.005 will cease to apply. 

If Shareholders approve Resolutions 1 and 2, the number of ordinary shares into which the 

Tranche C Convertible Notes may be converted cannot be known.  Table 2 in Section 1 

sets out the number of ordinary shares that will be issued assuming different 

A$/US$ exchange rates and different conversion prices. Further, in those circumstances, 

the maturity date of the Tranche C Convertible Notes will be 12 months after the date they 

were issued.  

If Shareholders do not approve Resolutions 1 and 2, the maximum number of ordinary 

shares into which the Tranche C Convertible Notes may convert is 132,000,000. However, 

a condition precedent to the issue of the Tranche D Convertible Notes and the Tranche E 

Convertible Notes will not be satisfied. As such. MEF I, L.P. will not be required to subscribe 

for the Tranche D Convertible Notes (being the US$ equivalent of A$1,000,000) or the 

Tranche E Convertible Notes, if the Company were to elect to issue those Tranche E 

Convertible Notes (being the US$ equivalent of A$1,400,000). Further, in those 

circumstances, the maturity date of the Tranche C Convertible Notes will be 6 months after 

the date they were issued. 

The Directors recommend that Shareholders vote in favour of this Resolution 1.  
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3 .  R E S O L U T I O N 2  –  I S S U E  O F  TR ANCH E  C  CO NV E R T I B L E  NO TE S  AS  

AME ND E D  B Y  TH E  AP P R O V AL  O F  R E S O LU T I O N 1  

On or about 23 August 2017, the Company issued 462,000 Tranche C Convertible Notes 

to MEF I, L.P. pursuant to the terms of the Agreement. The Tranche C Convertible Notes 

were issued under the Company’s 15% placement capacity under ASX Listing Rule 7.1.    

Subject to the approval of Resolution 1, this Resolution seeks Shareholder approval 

pursuant to ASX Listing Rule 7.1 for the issue of the 462,000 Tranche C Convertible Notes 

on the amended terms approved by Resolution 1, the effect of which is, broadly, that 

the fixed A$/US$ exchange rate and the minimum conversion price of A$0.005 will cease 

to apply on conversion of any Tranche C Convertible Notes and the maturity date of the 

Tranche C Convertible Notes will be 12 months rather than 6 months after the issue date.  

3.1 ASX Listing Rule 7.1 and 7.3 

The Tranche C Convertible Notes are equity securities for the purposes of the ASX 

Listing Rules.   

ASX Listing Rule 7.1 prohibits, subject to certain exceptions, a company from 

issuing or agreeing to issue equity securities that would represent more than 15% 

of the company’s ordinary securities on issue 12 months prior to the date of issue 

(or agreement to issue) of such securities, without prior approval of the 

company’s shareholders. 

If Shareholders approve Resolution 1, the terms of the Tranche C Convertible 

Notes will be materially amended.  As such, the Company is seeking the 

approval of Shareholders for the issue of the 462,00 Tranche C Convertible Notes 

on the terms set out in this Explanatory Statement, as amended by Resolution 1. 

If Shareholders approve Resolution 2, the proposed amendments to the terms of 

the Tranche C Convertible Notes will become effective and the Company will 

retain the flexibility to issue a further 462,000 equity securities in the future under 

ASX Listing Rule 7.1 without the requirement to obtain prior Shareholder approval. 

3.2 Technical Information Required by Listing Rule 7.3 

Pursuant to and in accordance with ASX Listing Rule 7.3, the following 

information is provided in relation to this Resolution 2: 

(a) 462,000 Tranche C Convertible Notes will be issued pursuant to ASX 

Listing Rule 7.1; 

(b) the Tranche C Convertible Notes were issued prior to the date of 

the Extraordinary General Meeting. If Resolutions 1 and 2 are 

approved by Shareholders the terms of the Tranche C Convertible 

Notes will automatically be amended. No additional Tranche C 

Convertible Notes are to be issued; 

(c) the issue price was US$1.00 per Tranche C Convertible Note. If 

Resolutions 1 and 2 are approved by Shareholders, the issue price 

of the Tranche C Convertible Notes will not change;    

(d) the 462,000 Tranche C Convertible Notes were issued to MEF I, L.P., 

an entity associated with Magna, a diversified holding and 

investment company based in New York, USA, who is not a Related 

Party of the Company. If Resolutions 1 and 2 are approved by 

Shareholders, MEF I, L.P. will continue to hold the Tranche C 

Convertible Notes;  
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(e) the terms and conditions of the Tranche C Convertible Notes are set 

out in Schedule 1. If Resolutions 1 and 2 are approved by 

Shareholders, the terms of the Tranche C Convertible Notes will be 

amended as described in Sections 1 and 2 of this Explanatory 

Statement;  

(f) the proceeds of the issue of the 462,000 Tranche C Convertible 

Notes will be applied towards the Company's working capital and 

general corporate purposes; and 

(g) the Company issued the 462,000 Tranche C Convertible Notes on or 

about 23 August 2017 prior to the date of the Extraordinary General 

Meeting.   

The Directors recommend that you vote in favour of Resolution 2.   

4 .  R E S O L U T I O N  3  –  I S S U E  O F  TR ANCH E  D  CO NV E R T I B L E  NO T E S  

The issue of the Tranche D Convertible Notes is subject to the satisfaction or 

waiver of the following conditions precedent:   

(a) the 462,000 Tranche C Convertible Notes having been issued to MEF 

I, L.P. in accordance with the Agreement;   

(b) Shareholder approval has been obtained in respect of Resolutions 

1 and 2;  

(c) the Company giving to MEF I, L.P. at least 5 Business Days written 

notice of the proposed issue date for the Tranche D Convertible 

Notes provided that such date is no later than 60 days after the issue 

date of the 462,000 Tranche C Convertible Notes;  

(d) there being no event of default which has occurred, or would result 

from the proposed issue of the Tranche D Convertible Notes; 

(e) the Company has provided MEF I, L.P. with evidence in a form and 

substance satisfactory to MEF I, L.P. (acting reasonably) that the 

Company has obtained all necessary approvals from its Board and 

all other necessary approvals from its Shareholders, in respect of the 

issue of the Tranche D Convertible Notes (and their subsequent 

conversion) (including, without limitation, any approvals required 

under ASX Listing Rule 7.1);  

(f) the Company has paid all its legal and due diligence fees under 

the Agreement;  

(g) MEF I, L.P. receiving, in a form satisfactory to MEF I, L.P., all other 

information, documents, searches or enquiries as reasonably 

requested by MEF I, L.P.; and  

(h) no Opt-Out Event has occurred on or before the issue of the 

Tranche D Convertible Notes.   

The purpose of the issue of the Tranche D Convertible Notes is to raise funds for 

the Company's working capital and general corporate purposes.   
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4.2 ASX Listing Rule 7.1 

The Tranche D Convertible Notes are equity securities for the purposes of the ASX 

Listing Rules.   

ASX Listing Rule 7.1 prohibits, subject to certain exceptions, a company from 

issuing or agreeing to issue equity securities that would represent more than 15% 

of the company’s ordinary securities on issue 12 months prior to the date of issue 

(or agreement to issue) of such securities, without prior approval of the 

company’s shareholders. 

As there is no fixed floor price and no fixed exchange rate that applies on 

conversion of the Tranche D Convertible Notes, it is not possible to determine the 

maximum number of ordinary shares that will be issued on conversion of the 

Tranche D Convertible Notes. As such, the Company will not be able to 

determine if it has sufficient placement capacity to issue the Tranche D 

Convertible Notes without Shareholder approval.  

4.3 Technical Information Required by Listing Rule 7.3 

Pursuant to and in accordance with ASX Listing Rule 7.3, the following 

information is provided to Shareholders in relation to this Resolution 3: 

(a) the maximum number of Tranche D Convertible Notes the 

Company can issue is not able to be known. However as set out in 

Table 1 of Section 1 of this Explanatory Statement, the number of 

Tranche D Convertible Notes that will be issued, subject to 

Shareholders approving Resolutions 1, 2 and 3, will be the 

US$ equivalent of A$1 million, and the total number of Tranche D 

Convertible Notes to be issued will depend on the 

$A/US$ exchange rate.  

The Tranche D Convertible Notes are convertible into Shares in 

accordance with the terms of the Agreement and each 

Convertible Note will be convertible into ordinary shares in the 

Company from the date it is issued, at the option of MEF I, L.P. at the 

lower of an agreed floor price or at a price equal to 90% of the 

average of the four (4) lowest daily VWAPs over the ten (10) trading 

day period on which trading in shares occurred on ASX immediately 

prior to the election to convert;  

(b) if approved by Shareholders, the Company will issue the Tranche D 

Convertible Notes no later than three months after the date of this 

Extraordinary General Meeting, unless otherwise extended by way 

of ASX granting a waiver to the ASX Listing Rules; 

(c) the Tranche D Convertible Notes will be issued for US$1.0 each; 

(d) the Tranche D Convertible Notes will be issued to MEF I, L.P., an entity 

associated with Magna, a diversified holding and investment 

company based in New York USA, who is not a Related Party of the 

Company;  

(e) the terms and conditions of the Tranche D Convertible Notes are set 

out in Schedule 1;  
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(f) the proceeds of the issue of the Tranche D Convertible Notes will be 

applied towards the Company's working capital and general 

corporate purposes; and  

(g)  it is expected that, subject to the approval, the Tranche D 

Convertible Notes will be issued on one date, being no later than 3 

months after the date of the Extraordinary General Meeting.  

The Directors recommend that Shareholders vote in favour of this Resolution 3. 

5 .  R E S O L U T I O N  4  –  I S S U E  O F  T R A NC H E  E  CO NV E R T I B L E  NO TE S  

The issue of the Tranche E Convertible Notes is subject to the satisfaction or 

waiver of the same conditions precedent for the issue of the Tranche D 

Convertible Notes as set out in Section 4 of this Explanatory Statement.   

Subject to those conditions being satisfied or waived, the Company may give 

written notice to MEF I, L.P. by no later than 20 November 2017, requiring MEF I, 

L.P. to subscribe for the Tranche E Convertible Notes to raise the US$ equivalent 

of A$1,400,000, on a specified date between 1 December 2017 and 8 December 

2017.   

The Company's right to require MEF I, L.P. to subscribe for the Tranche E 

Convertible Notes is also subject to:  

(a) the Company providing MEF I, L.P. with evidence in a form and 

substance satisfactory to MEF I, L.P. (acting reasonably) that the 

Company has obtained all necessary approvals from its board of 

directors and all other necessary approvals from its Shareholders, in 

respect of the issue of the Tranche E Convertible Notes (and their 

subsequent conversion) (including, without limitation, any 

approvals required under Listing Rule 7.1); and  

(b) no default or Opt-Out Event  occurring under the Agreement. 

However, if the Company does not require MEF I, L.P. to subscribe for the Tranche 

E Convertible Notes then, at MEF I, L.P.'s election, the Company must either: 

(c) pay a fee to MEF I, L.P. of 3% of the investment amount applicable 

to the Tranche E Convertible Notes or issue the Break Fee Shares to 

MEF I, L.P.; or 

(d) increase MEF I, L.P.'s daily trading limitation from $15,000 to $25,000 

(see further the 'Covenants' row in Schedule 1). 

MEF I, L.P. shall notify the Company no later than 2 October 2017 of its election 

as to which of the above alternatives it chooses in the event that the Company 

does not require MEF I, L.P. to subscribe for the Tranche E Convertible Notes by 

20 November 2017. 

The purpose of the issue of the Tranche E Convertible Notes is to raise funds for 

the Company's working capital and general corporate purposes.   

5.2 ASX Listing Rule 7.1 

The Tranche E Convertible Notes are equity securities for the purposes of the ASX 

Listing Rules.   

F
or

 p
er

so
na

l u
se

 o
nl

y



15 

ASX Listing Rule 7.1 prohibits, subject to certain exceptions, a company from 

issuing or agreeing to issue equity securities that would represent more than 15% 

of the company’s ordinary securities on issue 12 months prior to the date of issue 

(or agreement to issue) of such securities, without prior approval of the 

company’s shareholders. 

Assuming the Company requires MEF I, L.P. to subscribe for the Tranche E 

Convertible Notes, there is no fixed floor price and no fixed exchange rate that 

applies on conversion of the Tranche E Convertible Notes and so it is not possible 

to determine the maximum number of ordinary shares that will be issued on 

conversion of the Tranche E Convertible Notes. As such, the Company will not 

be able to determine if it has sufficient placement capacity to issue the Tranche 

E Convertible Notes without Shareholder approval.  

5.3 Technical Information Required by Listing Rule 7.3 

Pursuant to and in accordance with ASX Listing Rule 7.3, the following 

information is provided to Shareholders in relation to this Resolution 4.   

(a) the maximum number of Tranche E Convertible Notes the 

Company can issue is not able to be known. However as set out in 

Table 1 of Section 1 of this Explanatory Statement, the number of 

Tranche E Convertible Notes that may be issued, subject to 

Shareholders approving Resolutions 1, 2, 3 and 4 will be the 

US$ equivalent of A$1.4 million, and the total number of Tranche E 

Convertible Notes to be issued will depend on the 

$A/US$ exchange rate.  

The Tranche E Convertible Notes are convertible into Shares in 

accordance with the terms of the Agreement and each 

Convertible Note will be convertible into ordinary shares in the 

Company from the date it is issued, at the option of MEF I, L.P. at the 

lower of an agreed floor price or at a price equal to 90% of the 

average of the four (4) lowest daily VWAPs over the ten (10) trading 

day period on which trading in shares occurred on ASX immediately 

prior to the election to convert;  

(b) if approved by Shareholders, the Company may issue the Tranche 

E Convertible Notes, on a specified date which is no earlier than 1 

December 2017 and no later than 8 December 2017;  

(c) if issued, the Tranche E Convertible Notes will be issued for US$1.0 

each; 

(d) if issued, the Tranche E Convertible Notes will be issued to MEF I, L.P., 

an entity associated with Magna, a diversified holding and 

investment company based in New York USA, who is not a Related 

Party of the Company;  

(e) the terms and condition of the Tranche E Convertible Notes are set 

out in Schedule 1;  

(f) the proceeds of any issue of the Tranche E Convertible Notes will be 

applied towards the Company's working capital and general 

corporate purposes; and  

(g) it is expected that, if the Company elects to issue the Tranche E 

Convertible Notes, the Tranche E Convertible Notes will be issued on 
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one date, being a specified date which is no earlier than 1 

December 2017 and no later than 8 December 2017.   

The Directors recommend that Shareholders vote in favour of this Resolution 4. 

6 .  R E S O L U T I O N  5  –  I S S U E  O F  B R E AK  F E E  S H AR E S  U ND E R  TH E  

AG R E E ME NT   

As set out in Sections 1 and 5 of the Explanatory Statement, if the Company does 

not require MEF I, L.P. to subscribe for the Tranche E Convertible Notes then, at 

MEF I, L.P.'s election, the Company must either: 

(a) pay a fee to MEF I, L.P. of 3% of the investment amount applicable 

to the Tranche E Convertible Notes or issue the Break Fee Shares; or 

(b) increase MEF I, L.P.'s daily trading limitation from $15,000 to $25,000 

(see further the 'Covenants' row in Schedule 1). 

MEF I, L.P. shall notify the Company no later than 2 October 2017 of its election 

as to which of the above alternatives it chooses in the event that the Company 

does not require MEF I, L.P. to subscribe for the Tranche E Convertible Notes by 

20 November 2017.   

Resolution 5 seeks Shareholder approval for the issue of the Break Fee Shares that 

may be issued to MEF I, L.P. in accordance with the Agreement.  

6.2 ASX Listing Rule 7.1 

The Break Fee Shares are equity securities for the purposes of the ASX Listing Rules.   

ASX Listing Rule 7.1 prohibits, subject to certain exceptions, a company from 

issuing or agreeing to issue equity securities that would represent more than 15% 

of the company’s ordinary securities on issue 12 months prior to the date of issue 

(or agreement to issue) of such securities, without prior approval of the 

company’s shareholders. 

Since the number of Break Fee Shares that may be issued will depend on the 

prevailing trading price of Shares during the 5 trading days prior to 20 November 

2017, the number of Break Fee Shares that may be issued cannot be known, and 

it is therefore impossible to determine the maximum number of Break Fee Shares 

that may be issued.  As such, the Company is not able to determine if it will have 

sufficient placement capacity to issue the Break Fee Shares without Shareholder 

approval.  

6.3 Technical Information Required by Listing Rule 7.3 

Pursuant to and in accordance with ASX Listing Rule 7.3, the following 

information is provided to Shareholders in relation to this Resolution 5.   

(a) the maximum number of Break Fee Shares the Company may issue 

is not able to be known but will be the equivalent of 3% of the 

investment amount applicable to the Tranche E Convertible Notes 

based on the 5-day VWAP prior to 20 November 2017. Table 4 in 

Section 1 sets out the number of Break Fee Shares that will be issued 

assuming different trading prices in Shares; 

(b) any Break Fee Shares will be issued no later than three months after 

the date of this Extraordinary General Meeting, unless otherwise 

extended by way of ASX granting a waiver to the ASX Listing Rules; 
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(c) any Break Fee Shares will be allotted for a notional issue price 

equivalent to the 5-day VWAP of Shares prior to 20 November 2017; 

(d) any Break Fee Shares will be issued to MEF I, L.P., an entity 

associated with Magna, a diversified holding and investment 

company based in New York USA, who is not a Related Party of the 

Company;  

(e) any Break Fee Shares will be fully paid ordinary shares and will rank 

equally in all respects with the Company's existing Shares on issue;  

(f) the issue of any Break Fee Shares will not generate any cash 

proceeds.  The issue of any Break Fee Shares will be made in 

satisfaction of the Company's obligations under the Agreement; 

and  

(g) any Break Fee Shares will be issued on one date, which is expected 

to be no earlier than 20 November 2017 and no later than 3 months 

after the date of this Extraordinary General Meeting.  

The Directors recommend that Shareholders vote in favour of this Resolution 5.  

7 .  R E S O L U T I O N  6  –  A P P R O V AL  O F  I S S U E  O F  TV 2 U  S H AR E S  P U R S U AN T  

TO  P R O P O S E D  CAP I TAL  R A I S I NG  

This Resolution 6 seeks Shareholder approval pursuant to ASX Listing Rule 7.1 for the 

issue of up to 100,000,000 Shares within three months of the date of the 

Extraordinary General Meeting at an issue price per Share of not less than 80% of 

the volume weighted average market price of Shares for the last five days on 

which sales of the Shares are recorded before the day on which the issue will be 

made (Future Placement Shares) to sophisticated and professional investors who 

are not Related Parties or associates of Related Parties of the Company (Future 

Placement). 

The potential dilution to existing Shareholders as a result of the issue of the Future 

Placement Shares is detailed in the table below (note that this table assumes that 

no options, performance shares, or Convertible Notes have been exercised or 

otherwise converted into Shares): 

 

Number of 

Shares 

 

Total Share on issue 

following issue of 

Future Placement 

Shares 

% Increase in 

number of Shares 

as at the date on 

which the issue 

will be made 

(dilution to 

existing 

Shareholders)  

50% of the Future 

Placement Shares 

issued 

50,000,000 1,610,599,327 3.20% 

100% of the Future 

Placement Shares 

issued 

100,000,000 1,660,599,327 6.4% 

 

It is intended that the funds raised pursuant to any Future Placement will be 

applied towards the Company's working capital and general corporate 

purposes. 
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7.1 ASX Listing Rule 7.1 

ASX Listing Rule 7.1 prohibits, subject to certain exceptions, a company from 

issuing or agreeing to issue equity securities that would represent more than 15% 

of the company’s ordinary securities on issue 12 months prior to the date of issue 

(or agreement to issue) of such securities, without prior approval of the 

company’s shareholders. 

The Company may not have sufficient placement capacity to issue the Future 

Placement Shares without Shareholder approval. The effect of Resolution 6 will 

be to allow the Company to issue the Future Placement Shares without using the 

Company's 15% placement capacity.  

7.2 Technical Information Required by Listing Rule 7.3 

Pursuant to and in accordance with ASX Listing Rule 7.3, the following 

information is provided to Shareholders in relation to this Resolution 6: 

(a) the maximum number of Future Placement Shares the Company 

may issue is 100,000,000; 

(b) if approved by Shareholders, the Company will issue any Future 

Placement Shares no later than three months after the date of this 

Extraordinary General Meeting, unless otherwise extended by way 

of ASX granting a waiver to the ASX Listing Rules; 

(c) any Future Placement Shares will be allotted at an issue price of not 

less than 80% of the volume weighted average market price of 

Shares for the last five days on which sales of the Shares are 

recorded before the day on which the issue will be made; 

(d) any Future Placement Shares will be issued, at the Board's discretion, 

to sophisticated and professional investors who are not Related 

Parties or associates of Related Parties of the Company, subject to 

compliance with the Corporations Act and the ASX Listing Rules;  

(e) all Future Placement Shares will be fully paid ordinary shares and will 

rank equally in all respects with the Company's existing Shares on 

issue;  

(f) the proceeds of the issue of any Future Placement Shares will be 

applied towards the Company's working capital and general 

corporate purposes; and  

(g) the issue date of the Future Placement Shares is not known, and 

may occur progressively, but will be no later than 3 months after the 

date of this Extraordinary General Meeting.  

The Directors recommend that Shareholders vote in favour of this Resolution 6. 

8 .  E NQ U I R I E S  

Shareholders are requested to contact the Company Secretary, Mr John Lewis on (+ 61 

(8) 6555 9500) if they have any queries in respect of the matters set out in these 

documents. 

F
or

 p
er

so
na

l u
se

 o
nl

y



19 

GLOSSARY  

A$ means Australian dollars. 

Agreement means the agreement titled 'Convertible Note Agreement' dated 15 August 

2017 between the Company and MEF I, L.P.. 

ASIC means the Australian Securities and Investments Commission. 

ASX means ASX Limited (ACN 008 624 691) or the Australian Securities Exchange, as the 

context requires. 

ASX Listing Rules means the Listing Rules of ASX. 

Board means the current board of directors of the Company. 

Break Fee Shares has the meaning give in section 1 of the Explanatory Statement.  

Business Day means Monday to Friday inclusive, except New Year’s Day, Good Friday, 

Easter Monday, Christmas Day, Boxing Day, and any other day that ASX declares is not a 

business day. 

Company means TV2U International Limited (ACN 110 184 355). 

Convertible Notes means the issue of the convertible notes pursuant to the Agreement.  

Corporations Act means the Corporations Act 2001 (Cth). 

Directors means the current directors of the Company. 

Explanatory Statement means the explanatory statement accompanying this Notice of 

Meeting.  

Extraordinary General Meeting means the meeting convened by this Notice of Meeting. 

Future Placement has the meaning set out in Section 7 of the Explanatory Statement. 

Future Placement Shares has the meaning set out in Section 7 of the Explanatory Statement.  

Glossary means the glossary accompanying this Notice of Meeting.  

Notice of Meeting means this notice of general meeting including the Explanatory 

Statement and the Proxy Form. 

Opt-Out Event means where  

a) . the Company is unable to issue Conversion Shares to the Investor in accordance 

with the terms of this Agreement;  

b)  the VWAP of the Shares over 3 consecutive Trading Days is less than A$0.015; and  

c)  the average daily trading value for any period of 20 consecutive Trading Days is 

less than A$75,000 

Proxy Form means the proxy form accompanying this Notice of Meeting. 

 

Related Party of a member means:  
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(a) a spouse or child of the member;  

(b) a child of the member’s spouse;  

(c) a dependent of the member or the member’s spouse;  

(d) anyone else who is one of the member’s family and may be expected to 

influence the member, or be influenced by the member, in the member’s dealing 

with the entity;  

(e) a company the member controls; or  

a person prescribed by the Corporations Act.  

Resolutions means the resolutions set out in this Notice of Meeting, or any one of them, as 

the context requires. 

Share means a fully paid ordinary share in the capital of the Company. 

Shareholder means a holder of a Share. 

Tranche C Convertible Notes has the meaning set out in section 1 of the Explanatory 

Statement.  

Tranche D Convertible Notes has the meaning set out in section 1 of the Explanatory 

Statement.  

Tranche E Convertible Notes has the meaning set out in section 1 of the Explanatory 

Statement.  

US$ means United States of America dollars. 

WST means Western Standard Time as observed in Perth, Western Australia. 
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SCHEDULE 1  -  KEY  TERMS OF CO NVERT IBLE  NOTES    

Offer price for 

each 

Convertible 

Note 

Each Convertible Note will be issued for the A$ equivalent of US$1.00, 

payable to the Company on the issue of the relevant Convertible 

Notes.  

Convertible 

Note Face Value   

Each Convertible Note will have a face value of US$1.10. 

Use of funds The Company must apply the total amount subscribed for the 

Convertible Notes towards the Company's working capital and 

general corporate purposes. 

Tranche C 

Convertible 

Notes  

The Tranche C Convertible Notes will be issued within the Company's 

ASX Listing Rule 7.1 placement capacity to raise the US$ equivalent 

of A$600,000.  

The issue of the Tranche C Convertible Notes is subject to a number 

of conditions precedent, including MEF I, L.P. receiving: 

• a confirmation from the Company that the representations 

and warranties under the Agreement are true and correct 

and not misleading as at the issue date of the Tranche C 

Convertible Notes and that no event of default has 

occurred or would result from the proposed issue of 

Tranche C Convertible Notes;   

• the Company confirming that all regulatory approvals are 

obtained, including confirmation that the Company has 

capacity under ASX Listing Rule 7.1 to issue the Tranche C 

Convertible Notes and the lodgment with ASIC of a 

prospectus prepared in accordance with section 713 of the 

Corporations Act (and, in connection with the Convertible 

Notes, as notionally modified by ASIC Corporations 

Instrument 16/83);  

• the Company paying up to $7,500 to MEF I, L.P. in respect 

of its legal and diligence costs relating to the Agreement; 

and  

• all other information, documents, searches or enquiries as 

reasonably requested by MEF I, L.P.. 

Under the Agreement, the Company is required, after the issue of the 

Tranche C Convertible Notes, to seek the approval of the Company's 

Shareholders to amend the terms of issue of the Tranche C 

Convertible Notes and issue those notes on those amended terms 

(that is, Resolutions 1 and 2) (Tranche C Shareholder Approval). If the 

Tranche C Shareholder Approval is obtained, the fixed 

A$/US$ exchange rate and the fixed minimum conversion price will 

cease to apply to the Tranche C Convertible Notes.   

Tranche D 

Convertible 

Notes 

The Tranche D Convertible Notes will be issued following receipt of 

the necessary approvals of the Company's shareholders, to raise the 

US$ equivalent of A$1,000,000.  

The conditions precedent to the issue of the Tranche D Convertible 

Notes include:  

• the issue of the Tranche C Convertible Notes and the 

Company obtaining the Tranche C Shareholder Approval;  
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• the Company giving notice of the proposed issue date, 

provided that it is no later than 60 days after the issue date of 

the Tranche C Convertible Notes;  

• no default event has occurred or would result from the 

proposed issue of the Tranche D Convertible Notes;  

• the Company obtaining all necessary Board and 

Shareholder approvals in respect of the issue of the Tranche 

D Convertible Notes and Tranche E Convertible Notes (and 

their subsequent conversion);  

• the Company paying up to a further $7,500 to MEF I, L.P. in 

respect of its legal and diligence costs of the Agreement;  

• none of the following occurring: 

o the Company being unable to issue shares to MEF I, 

L.P. on conversion of the Convertible Notes; 

o the VWAP of the Company's shares over 3 

consecutive trading days being less than A$0.015; or 

o the daily trading value of the Company's shares for 

any 20 consecutive trading day period being less 

than A$75,000;  

(each an Opt-Out Event); and 

• the provision of all other information, documents, searches or 

enquiries as reasonably requested by MEF I, L.P.. 

Tranche E 

Convertible 

Notes 

Subject to the conditions precedent to the issue of the Tranche C and 

Tranche D Convertible Notes being satisfied or waived (including 

obtaining the necessary shareholder approvals), the Company may 

give written notice to MEF I, L.P. by no later than 20 November 2017, 

requiring MEF I, L.P. to subscribe for the Tranche E Convertible Notes 

to raise the US$ equivalent of A$1,400,000, on a specified date 

between 1 December 2017 and 8 December 2017. 

The Company's right to require MEF I, L.P. to subscribe for the Tranche 

E Convertible Notes is also subject to:  

• the Company providing MEF I, L.P. with evidence in a form 

and substance satisfactory to MEF I, L.P. (acting reasonably) 

that the Company has obtained all necessary approvals 

from its board of directors and all other necessary approvals 

from its Shareholders, in respect of the issue of the Tranche E 

Convertible Notes (and their subsequent conversion) 

(including, without limitation, any approvals required under 

Listing Rule 7.1); and  

• no default or Opt-Out Event occurring under the Agreement.  

However, if the Company does not  require MEF I, L.P. to subscribe for 

the Tranche E Convertible Notes then, at MEF I, L.P.'s election, either: 

• the Company must pay a fee to MEF I, L.P. of 3% of the 

investment amount applicable to the Tranche E Convertible 

Notes or issue a number of shares to MEF I, L.P. of an 

equivalent value based on the 5-day VWAP prior to 20 

November 2017; or 

• increase MEF I, L.P.'s daily trading limitation from $15,000 to 

$25,000 (see further the 'Covenants' row below). 

MEF I, L.P. shall notify the Company no later than 2 October 2017 of 

its election as to which of the above alternatives it chooses in the 

event that the Company does not subscribe for the Tranche E 

Convertible Notes by 20 November 2017. 
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Maturity Date In relation to the Tranche C Convertible Notes: 

• if the Tranche C Shareholder Approval is obtained on or 

before the date that is 60 days after their date of issue, the 

date that is 12 months after the issue date; or 

• if the Tranche C Shareholder Approval is not obtained on or 

before the date that is 60 days after their date of issue, the 

date that is 6 months after the issue date. 

In relation to the Tranche D and Tranche E Convertible Notes, the 

maturity date is 12 months after their relevant issue date. 

Interest There is no interest payable on the Convertible Notes.  However, the 

Convertible Notes are issued at a 10% discount to the Face Value.  

Conversion MEF I, L.P. may elect to convert part or all of their Convertible Notes 

at any time after the date of issue of the relevant Convertible Note 

and prior to the relevant Maturity Date, provided that the total Face 

Value of the Convertible Notes being converted is not less than the 

US$ equivalent of $A50,000. 

Conversion 

Shares 

On Conversion, the Company must issue the number of shares 

calculated in accordance with the following formula.  

A = (N x V)/CP 

Where: 

A means the number of Shares issued on Conversion; 

N means the number of Convertible Notes specified in the conversion 

notice; 

V means the aggregate Face Value of the Convertible Notes 

specified in the conversion notice, in A$, applying the relevant 

A$/US$ exchange rate at the time (except that the A$/US$ exchange 

rate that will be applied in relation to the conversion of Tranche C 

Convertible Notes will be 0.770, unless and until the Tranche C 

Shareholder Approval is obtained); and 

CP means the Conversion price being the lower of:   

• the 'Floor Price', being the lower of: 

o A$0.018, subject to being permanently increased to: 

▪ if the VWAP of shares is above $A0.025 for 

more than 5 consecutive trading days, 

A$0.025; and 

▪ if the VWAP of shares is above A$0.030 for 

more than 5 consecutive trading days, 

A$0.030; and 

o if the Company has issued shares to any other person 

during the term of the Convertible Notes for a price 

below the price specified in the bullet points above in 

effect at the relevant time, the lowest price at which 

any such shares were issued; and 

• a price equal to 90% of the average of the four (4) lowest 

daily VWAPs over the ten (10) trading day period on which 

trading in shares occurred on ASX immediately prior to the 

relevant conversion date,  

provided that, in relation to Tranche C Convertible Notes, unless and 

until the Tranche C Shareholder Approval has been obtained, the 

Conversion price applicable to Tranche C Convertible Notes will be 

no less than A$0.005.  
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Ranking Until Conversion, the Convertible Notes will be unsecured debt 

obligations of the Company and rank equally with other unsecured 

creditors of the Company.  

The Shares to be issued pursuant to the exercise of the Convertible 

Notes will, on issue, rank pari passu with all other Shares of the 

Company. 

Voting and 

dividends 

The Convertible Notes do not carry any rights to vote at a general 

meeting or to receive dividends. 

Reconstructions 

and 

reorganisations 

If there is a reorganisation, reconstruction, consolidation, sub-division 

or bonus-issue of the capital of the Company, the Convertible Notes 

and any shares to be issued on Conversion will be reorganised, 

reconstructed, consolidated or sub-divided on the same basis so that 

MEF I, L.P. is treated in the same manner as other the other 

Shareholders in the Company. 

Redemption On the relevant Maturity Date, the Convertible Notes will 

automatically convert into Shares, unless MEF I, L.P. has provided at 

least 5 Business Days' notice to the Company prior to that Maturity 

Date that the Convertible Notes are to be redeemed, in which case 

the Company must redeem such Convertible Notes for the Face 

Value of those Convertible Notes. 

Early 

redemption of 

Convertible 

Notes by the 

Company 

The Company can elect to redeem any Convertible Notes early by 

providing 5 Business Days' notice to MEF I, L.P.. The Convertible Notes 

must be redeemed for an amount equal to 110% of the Face Value 

of the Convertible Notes (payable in US$ or A$).  

Security The Convertible Notes are unsecured.  

Participation 

Rights 

The Convertible Notes do not carry a right to participate in any pro-

rata offer by the Company. However, the Company will give MEF I, 

L.P. notice of any such new issue at least seven Business Days before 

the record date for determining entitlements to the new issue.  

Further, if the Company makes a pro-rata offer of Shares, if and only 

to the extent that the Company has placement capacity under ASX 

Listing Rule 7.1 and 7.1A (as applicable) and the making of the offer 

would not require the approval of Shareholders or other material 

regulatory approvals or impose a material burden on the Company, 

the Company must make an offer to MEF I, L.P. on terms which 

correspond with the offer MEF I, L.P. would have received in respect 

of the Shares had all of the Convertible Notes held by MEF I, L.P. been 

converted into Shares immediately prior to the Company making the 

pro-rata offer.  

Events of default The Agreement includes typical events of default, including the 

following: 

• the Company materially breaching the terms of the 

Agreement (or the convertible note agreement entered into 

between MEF I, L.P. and the Company on or about 15 May 

2017 as amended), the Corporations Act 2001 (Cth) or the 

ASX Listing Rules;  

• a representation or warranty of the Company made in the 

Agreement being untrue or misleading in any material 

respect;  

• the Company failing to pay any financial indebtedness 

when due, in excess of A$100,000;  

F
or

 p
er

so
na

l u
se

 o
nl

y



25 

• the insolvency or winding up of the Company (voluntary or 

otherwise) or a receiver or controller being appointed to or 

taking possession of the assets of the Company;  

• the Company being suspended from quotation on ASX for a 

period of more than 20 trading days; 

• the Company repudiating the Agreement or the provisions 

of the Agreement being unlawful or vitiated; or 

• a material adverse effect occurring in relation to the 

Company, its subsidiaries and its business taken as a whole.     

Covenants The Agreement includes typical covenants from the Company 

including requiring that the Company and its subsidiaries (without the 

prior consent of MEF I, L.P.): 

• do not incur financial indebtedness other than in the 

ordinary course of business;  

• do not enter into any amalgamation, demerger or merger; 

• ensure that no substantial change is made to the general 

nature of their business; and 

• do not sell, lease, transfer or otherwise dispose of any asset 

other than in the ordinary course of business. 

MEF I, L.P. has covenanted under the Agreement to not engage in 

any short selling of shares acquired by it in connection with the 

Agreement, and to not sell more than the greater of A$15,000 of 

shares (subject to adjustment as described in the 'Tranche E 

Convertible Notes' row above) or 15% of the market traded volume 

of Shares on the ASX on the relevant trading day. However, these 

covenants cease to apply if the daily VWAP of the shares falls below 

A$0.012 for any five (5) consecutive trading days on ASX.  

Consequences 

of an event of 

default 

If an event of default occurs and is still continuing on the 12th business 

day following the occurrence of the event of default: 

• MEF I, L.P. may declare all outstanding moneys immediately 

due and payable and / or terminate its obligations under the 

Agreement; 

• the Company indemnifies MEF I, L.P.; and 

• the Face Value of the issued Convertible Notes are 

increased by 6%, which the parties agree is a genuine pre-

estimate of the loss that would be suffered by MEF I, L.P. in 

the event that an event of default occurs. 

Quotation The Convertible Notes will not be quoted on the ASX. However, the 

Company will apply for the new Shares issued on the conversion of 

the Convertible Notes to be quoted on the ASX.  

Transferability The Convertible Notes are not transferrable to a third party, except 

after an event of default has occurred.  

Circumstances 

where 

Convertible 

Notes are debt 

instruments only  

Notwithstanding any other provisions of the Agreement, if in the 

reasonable opinion of the Company a Convertible Note is or 

becomes incapable of being converted into a Conversion Share, or 

the Conversion of a Convertible Note will result in a breach of the 

Corporations Act, the ASX Listing Rules or any other law, the 

Company can refuse to convert that Convertible Note and that 

Convertible Note is solely a debt instrument which contains no right 

of conversion.  
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In the event that any Convertible Notes are debt instruments as 

contemplated above and a conversion notice has been issued, the 

Company may elect to either:  

• provide MEF I, L.P. with a cash payment in lieu of those 

Shares the Company is unable to issue in US$ equal to 110% 

of the Face Value of the relevant Convertible Notes, and 

cancel those Convertible Notes; or 

• convene and hold a meeting of Shareholders within 60 days 

of the date of receiving the relevant conversion notice to 

approve the issue of additional Shares as necessary to 

comply with the terms of the Agreement.  
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