New Millenium Publications Limited

ACN 007 016 202

NOTICE OF EXTRAORDINARY GENERAL MEETING

For the Extraordinary General Meeting of the Company to be held

At 11:00am (Melbourne time) on 23rd May 2005 at Level 1, 92 Union St Armadale, Victoria, 3143.
NEW MILLENIUM PUBLICATIONS LIMITED
ACN 007 016 202
NOTICE OF EXTRAORDINARY GENERAL MEETING

Notice is given that an Extraordinary General Meeting of the members of New Millenium Publications Limited ACN 007 016 202 (“Company”) will be held at 11:00am on 23rd May 2005 at Level 1, 92 Union St, Armadale, Victoria, 3143.
The attached Explanatory Notes deal with each item of business on the Agenda

Agenda

Special Business 
1.
Issue of Convertible Notes
To consider and, if thought fit, pass the following as an Ordinary Resolution:
“That, approval is given for the Company to issue 12.5% convertible notes with a total value of $1,250,000 convertible into ordinary shares of the Company on the terms set out in the explanatory notes accompanying this notice.”
2.
Issue of Shares  
2.1
To consider and, if thought fit, pass the following as an Ordinary Resolution

“That approval and ratification be given to the Company for the issue by it of up to 4.58% of its share capital being equal to 658,500 ordinary shares at $0.20 per share.”
2,2
To consider and, if thought fit, pass the following as an Ordinary Resolution

“That approval is given for the Company to issue up to a further 10.42% of its share capital being equal to 1,500,000 ordinary shares at $0.20 per share.”
Additional information concerning the proposed resolutions is contained in the explanatory notes that accompany and form part of this notice.  The explanatory notes should be read in conjunction with this notice.

Dated: 22nd April 2005

By Order of the Board

Geoffrey Ronald Widmer

Company Secretary
NEW MILLENIUM PUBLICATIONS LIMITED
ACN 007 016 202
PROXY FORM

EXTRAORDINARY GENERAL MEETING

I, ______________________________________________________________________________

Of ______________________________________________________________________________

Being a member of New Millenium Publications Limited appoint 
______________________________________________________________________________

Of ____________________________________________________________________________

or if no person is named, the Chairman of the Extraordinary General Meeting as my proxy to vote and act for me and on my behalf at the Extraordinary General Meeting of members of New Millenium Publications Limited to be held on 23 May 2005 and any other day to which the business of that Extraordinary General Meeting is adjourned or postponed.

My proxy is authorised to exercise all/ _______% ** of my voting rights.  If two or more proxies are being appointed, the proportion of my/our total voting rights that this proxy is authorised to exercise is _______%.

Note: On request the Company will provide additional proxy forms
**
Insert % number, and delete, as appropriate

I direct my proxy to vote in the following manner (not to be completed if the proxy holder is permitted to decide how to vote):

	No.
	Resolution
	For
	Against
	Abstain

	1. 
	Issue of Convertible Notes 
	
	
	

	2.1
	Issue of 658,500 Shares
	
	
	

	2.2
	Issue of 1,500,000 Shares
	
	
	


If you have appointed the Chairman as your proxy and you do not wish to direct the Chairman how to vote, please place a mark in the box (below). 

	


By marking this box, you acknowledge that the Chairman may exercise your proxy even if he has an interest in the outcome of the resolution and votes cast by him other than as proxy holder will be disregarded because of that interest.

The Chairman intends to vote in favour of all resolutions.

DATED __________________ 2005
_________________________________
_________________________________
Individual/director





       Individual/director/secretary

Signature of member/s (note if the member is a company, the proxy form should be executed by either two directors or one director and the company secretary)

NOTES TO PROXY FORM

1. A member entitled to attend and vote at the Extraordinary General Meeting is entitled to appoint not more than two proxies.

2. A member who is entitled to cast two or more votes may appoint two proxies, in which case they may specify the proportion or number of votes each proxy is appointed to exercise.  If the member appoints two proxies and the appointment does not specify the proportion or number of votes each proxy may exercise, each proxy may exercise half of the votes of the member.  If the member appoints two proxies, neither may vote on a show of hands, but a proxy may demand or join in demanding a poll.  If no directions are given the proxy may vote as the proxy thinks fit or may abstain from voting.

3. A proxy need not be a member of New Millenium Publications Limited.  If a person attends a meeting both as a member and as a proxy for another member, such person will only be counted once on a show of hands.

4. The proxy form must be signed by the member or his/her attorney duly authorised in writing or, if the member is a corporation, in a manner permitted by the Corporations Act.  A proxy given by a foreign corporation must be executed in accordance with the laws of that corporation’s place of incorporation.

5. To be valid, proxies must be received by New Millenium Publications Limited at the office of New Millenium Publications Limited Level 1 92 Union Street, Victoria 3143 or successfully transmitted by facsimile to New Millenium Publications Limited on +61 3 9509-8555, in either case no later than 48 hours prior to the commencement of the Extraordinary General Meeting (Friday 20th May 2005), which is to be held at 11am on 23 May 2005 at Level 1, 92 Union St Armadale Victoria 3143.

6. The Chairman intends voting undirected proxies in favour of all resolutions.

Corporate Representatives

Any corporation which is a member of New Millenium Publications Limited may authorise a natural person to act as its representative at any general meeting.  Should you appoint a body corporate as your proxy, that body corporate will need to ensure that it:
• appoints an individual as its corporate representative to exercise its powers at meetings, in accordance with section 250D of the Corporations Act 2001 (Cth); and
• provides satisfactory evidence of the appointment of its corporate representative prior to commencement of the meeting.

If satisfactory evidence of appointment as corporate representative is not received before the meeting, then the body corporate (through its representative) will not be permitted to act as your proxy.

Voting Entitlement
For the purposes of the Corporations Act and Corporations Regulations shareholders entered on New Millenium Publications Limited’s Register of Members as at 11am, 20 May 2005 are entitled to attend and vote at the meeting.

On a poll, Members have one vote for every fully paid ordinary share held.  Holders of options are not entitled to vote.

NEW MILLENIUM PUBLICATIONS LIMITED
ACN 007 016 202
EXPLANATORY NOTES

These explanatory notes have been prepared to provide members with information to assess the merits of the resolutions contained in the accompanying Notice of Extraordinary General Meeting of New Millenium Publications Limited (“Company”).

This document is important and requires your immediate attention.  Each member should carefully read this document in full before making any decision in relation to the proposed resolutions, and consult their stockbroker, solicitor, accountant or other financial advisor if in doubt as to how to deal with it.

Introduction
The Extraordinary General Meeting is needed to approve the issue of the Convertible Notes and the issue of up to a further 15% of the issued share capital of the Company.
The Newcastle Stock Exchange (“NSX”) Listing Rules apply to the Company, as it is presently a listed public company.

Important Dates

	DATE
	EVENT

	22nd April 2005
	Dispatch Notice of Meeting, Proxy Forms and Explanatory Notes to members

	20th May 2005
	11.00am - Latest time for receipt of proxies by the Company from members

	23rdMay 2005
	Meeting to vote on resolutions


Proposed Resolutions
The following information is provided in respect of each item of business.

1. Resolution 1 


1.1 Issue of Convertible Notes
Subject to member approval, the Company proposes to issue convertible notes (“Notes”) to sophisticated investors to raise $1,250,000.  

NSX Listing Rule 6.25 Section IIA requires that the issue of securities which are convertible into greater than 15% of the issued share capital of the Company be approved by a meeting of members.  The Company has also been requested by the NSX to obtain the approval of members to the issue of the Notes pursuant to Listing Rule 6.41 Section IIA, as in the NSX’s view, it constitutes a significant change to the nature or scale of the Company’s activities.
The Notes are to be issued pursuant to an agreement (“Agreement”) dated 19 April 2005 between the Company, Cygnet Capital Pty Ltd (“Cygnet”) and others.  Further details of the Agreement and the Notes are set out in these explanatory notes in Section 3.

1.2 Directors Recommendation

The directors unanimously recommend members to vote in favour of Resolution 1 as it will provide the funds needed to continue to grow the Company and enhance its profitability.
2.
Resolution 2  


2.1 Issue of Shares

The Company intends to issue 2,158,500 fully paid ordinary shares in the Company at $0.20, equal to 15% of the issued share capital. It is however seeking shareholder approval for the transaction so that it can refresh the 15% threshold for future capital raising activity if needed.

 These shares will be issued in two allotments for a total of 2,158,500 at the price of $0.20 per share
1. Initially, 658,500 shares are to be placed with investors pursuant to section 708 of the Corporations Act prior to the date of the Extraordinary General Meeting, and 
2. The balance, being 1,500,000 shares will be offered by the Company under a prospectus to be prepared by the Company and lodged with ASIC in May 2005. It is anticipated that these shares will be issued following the approval by members at the Extraordinary General Meeting.
NSX Listing Rule 6.25 Section IIA does not require that member approval be obtained for share capital increases up to 15% of the issued fully paid ordinary shares of a Company within a 12 month period. However, if the Company wishes to seek additional capital over that limit within a 12 month period, member approval would be required. Although the limit will not be exceeded by this proposed placement, the directors thought it prudent to seek approval for this share issue now so as to refresh the 15% threshold and give directors the flexibility to seek additional funding in the next 12 months from the date of member approval, if further development opportunities materialise and capital is required to be issued at short notice.


2.2 Directors Recommendation

The directors unanimously recommend members to vote in favour of Resolution 2 as it will provide capital funding now and also allow the Company to exploit further development opportunities as they arise and issue capital at short notice if necessary.
3.
Details of Convertible Notes 
The key aspects of the Agreement are summarised below.

3.1 Convertible Notes
The issue of Notes is among other things, conditional on member approval as set out in resolution 1 being obtained.  The Agreement provides for the Company to issue Notes for a total issue price of $1,250,000.  The key terms of the Notes are summarised as follows:
(a) The Notes are to be issued to 4 or 5 parties. 
(b) They will have a term of 2 years from the date of issue with an interest rate of 12.5% p.a. (“Normal Rate”) with interest payable monthly in arrears. Unless converted into ordinary shares in the Company, the Notes are redeemable at the end of the 2 year period.  The 2 year period can, at the option of the noteholders be extended for a further 12 months.  They are also redeemable if the Company fails to meet certain KPIs or to pay interest on the Notes when due.
(c) The Normal Rate will vary if there are any increases in the RBA cash rate above 5.5% p.a.  Default interest of 2% is also payable if the Company is late in paying interest on the Notes, or if the Company fails to meet certain KPIs. 
(d) The Notes are convertible into fully paid ordinary shares of the Company at any time by dividing the principal monies of each Note by the lower of:
i. $0.20; and 
ii. an amount equal to the average volume weighted price of the Company’s ordinary securities over the preceding 5 trading days, discounted by 15%. 
Based on a conversion rate of $0.20 per Company share, the conversion of all the Notes would equal 6,250,000 fully paid ordinary Company shares or collectively 27.4% of the share capital of the Company (assuming the issue of the shares subject of resolution 2, otherwise the conversion of all the Notes would equal 30.3% of the share capital of the Company).
If approval for the issue of the Notes is not obtained, the Company must pay a break fee to Cygnet of $75,000.  The Company may still proceed with the proposed issue of shares pursuant to the prospectus.
Other significant conditions of the Agreement are as follows:

(e) From the issue of the Notes until conversion the Company undertakes that it will not, without the consent of the noteholders acting reasonably:

i.  incur any further debt with any person other than under its overdraft facility with its bankers up to $100,000 and debt incurred by the Company in the ordinary course of business;
ii. issue any debt or equity securities other than the proposed issue of the shares, and in the event the noteholders give such consent, not issue any debt or equity securities to any other person without offering them to noteholders on terms no less favourable than the terms on which the Company proposes to offer them to any other person;

iii. pay any dividends; or

iv. re-organise the issued share capital of the Company (including by way of subdivision, consolidation or reduction).

(f) If before conversion, there is a reorganisation of the issued share capital of the Company (including by way of subdivision, consolidation or reduction), an adjustment will be made to the number and/or issue price of the shares into which each Note is convertible so as to reflect the effect of reconstruction of the Company’s issued share capital.  Furthermore, if before conversion, the Company offers new shares in its capital or other securities for subscription to holders of shares in its capital, the noteholders will be entitled, without first having to convert the Notes, to participate in the offer in the same manner in all respects as if the noteholder had converted its Notes.
(g) If, prior to conversion, an offer is made to holders of shares in the Company to acquire their shares and acceptance of the offer would result in the offeror becoming entitled to more than 20% of the issued share capital of the Company, the Company shall give notice to the noteholders accordingly.  Furthermore, if prior to conversion, the Company intends to transfer the quotation of its ordinary securities to the ASX, the Company will give notice to the noteholders.  Within 30 days of the Company giving such a notice, a noteholder may require the Company convert all or part of their Notes into ordinary shares in the Company.

(h) Subject to the terms of the Agreement and the Corporations Act, a noteholder may transfer their Notes.

(i) The Company is required to meet certain KPIs as provided for in the Agreement from 1 June 2005 for so long as there are Notes on issue.  Subject to any applicable listing rules or Corporations Act requirements, in the event of the Company meeting certain KPIs, the Company will issue bonus options, of up to 1,500,000 options to the directors, being Dean Joel and Daniel Nissen.  The KPIs which the Company is required to meet relate to EBIT and cashflow.  Upon failing to meet the EBIT KPI in a particular quarter, the Company may (depending on by how much it has failed to meet EBIT) be required to pay default interest on the Notes, and, in addition, the noteholders will also have a right to redeem their Notes.  If in any quarter, the Company’s operating cash flow is reduced by $200,000 below projected cashflows, then the Company may again be required to pay default interest on the Notes, and in addition, the noteholders will also have a right to redeem their Notes.
(j) The Company has also undertaken that it will only use monies raised by the Company from the issue of the Notes in accordance with and as allocated in a schedule set out in the Agreement.  The monies raised are to be allocated to various divisions of the Company.

(k) Cygnet has the right to appoint a Director of the Company during the term of the Notes. 

(l) Cygnet for its professional services as lead manager will earn a 6% capital raising fee and a 1% management fee of the face value of the Notes. The Company has also agreed to engage Cygnet to be its lead manager and advisor in respect to the Company seeking an ASX listing. The Company will pay Cygnet a success fee of $75,000 should it successfully list on the ASX.  Should the Company wish to use another advisor to be its lead manager and advisor in respect of its ASX listing, the Company agrees to pay Cygnet a break fee of $75,000. 
The Notes will be secured by a first ranking fixed and floating charge over the assets of the Company in favour of the noteholders. 

3.2 The options

The Agreement provides for the transfer of existing issued options in the Company from various parties as follows. 
(a) 1,562,500 options to the noteholders on the basis of one option for every $0.80 of principal monies subscribed for the Notes;

(b) 2,046,000 options to recipients of the proposed issue of shares under the prospectus on the basis of one option for each share acquired; and

(c) 1,791,500 options to Cygnet. 

A condition precedent of the Agreement is the preparation, approval and lodgement by the Company with ASIC of a prospectus for the proposed issue of the shares.  The prospectus will also include the offer for sale of some of the options by various parties.  

The Company is not seeking member approval for the sale of the options under chapter 2E of the Corporations Act primarily because, although the Company is party to the Agreement, any financial benefit from the sale of the options will not flow to related parties from the Company but from third parties.  In addition, the Board considers the terms of the sale of the Options to be on arms length terms.
3.3 Repayment of debts
At the date of the notice, the Company has the following debts (among others):

(a) to Nathan Nissen for approximately $100,000 (“Nissen Debt”);

(b) to Tony Bawden for $75,000 (“Bawden Debt”); 

(c) to the National Australia Bank (“NAB”) for approximately $600,000 (“NAB Debt”);

The Agreement provides for some of the capital raised from the Notes to be applied to repay the debts noted above as follows:

(d) in respect of the Nissen Debt to repay $100,000;

(e) in respect of the Bawden debt to repay $75,000;

(f) in respect of the NAB Debt to repay $100,000.
In respect of the NAB Debt, and as noted above, the Agreement provides for an initial repayment of $100,000 to be made from capital raised from the issue of the Notes and for ongoing repayments to be made from cashflow from operating activities of the Company, only once such cashflow reaches a pre-determined threshold based on the working capital requirements of the Company for a particular quarter.  If the cashflow does not reach the relevant threshold, no further repayment of the NAB Debt will be made.  Nissen has also given guarantees on behalf of the Company in respect of the NAB Debt and its repayment by the Company.  Once the NAB Debt has been repaid in full, these guarantees will be released.
Given that the repayment of the debts (and the subsequent release of the guarantees) are and will be in the ordinary course of the Company’s business and only after adequate provision has been made for the working capital requirements of the Company, the Board has taken the view that NSX Listing Rule 6.46, which prohibits directors of a company from voting on an arrangement in which he has a material interest is not applicable in this instance, and therefore the Company has not excluded Nissen from voting on Resolutions 1 or 2. 
The Company is also not seeking member approval for the repayment of the Nissen debt and the release of the guarantees once the NAB Debt has been repaid pursuant to chapter 2E of the Corporations Act, as the Board considers the terms of repayment of the Nissen debt and the release of the guarantees once the NAB Debt has been repaid to be reasonable in the circumstances and at arms length.  
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