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Directors’ Report
Your Directors submit their report for the year ended 30 June 2007.
The Directors of the company at any time during or since the end of the financial year are:

. B. Finn AO (Chairman)
. L. McMahon (Chief Executive Officer)
. J. Horne {Chief Operating Officer)
. W. Murphy (resigned 31 December 20086)
. A. Oshorne (appointed 25 June 2007)
. J. Roberison
. A. Simpson
. P. Wilkinson (resigned 25 June 2007)

The qualifications, experience, special responsibilities and directorships of listed companies of Directors are as follows.
Current Directors

Brian Finn
Non-executive Chairman

Brian has been a Director of a number of government bodies, private companies and publicly listed companies, including
Telstra, where he was a Director from 1991 to 1996. He has been associated with Fone Zone since 1999 and has been
Chairman since 2003. He became a Director and Chairman of Fone Zone Group Limited in March 2005.

Brian is a former Chairman and Chief Executive of IBM Australia. He worked for IBM for 35 years in marketing, software
development and general management roles in Europe, the United Siates and in Asia, where he was Regional CEO,
before moving fo Australia in 1980. He retired form IBM in 1993,

Brian was made an Officer in the Order of Australia in 1980, for services to Business, Industry and Education and in
2003 was awarded the Centenary Medal for services to Australian society through technological industries.

Brian is a member of both the Audit, Compliance & Risk Committee and the Remuneration & Nomination Committee. He
was formerly a Director of Southcorp Ltd (from 1994 until May 2005), and of AXA Asia Pacific Holdings Ltd (from July
1992 until April 2006).

Pavid McMahon
Chief Executive Officer

David is the Co-founder and Chief Executive Officer of Fone Zone. He is responsible for guiding the future strategic
direction of the Company.

David has been instrumental in Fone Zone’s rapid growth since inception in January 1995. He has been involved in the
mobile communications industry for over 16 years in the United Kingdom and Australia and is currently a Director of the
Australian Mobile Telecommunications Association (AMTA).

David was awarded the prestigious Young Entrepreneur of the Year Award {Northern Region) in recognition of his
outstanding business sfrategy and management skills in 2001, and at the 2006 National Retail Awards received a Merit
Award for Excelience for Individual Achievement.

Maxine Horne
Chief Operating Officer

Maxine is Co-founder and Chief Operating Officer of Fone Zone. She is responsible for leading and managing Fone
Zone's operations, with a particular focus on the employees of Fone Zone, customer service training, and career
development, ensuring that Fone Zone really is a great place to work. Maxine has also been instrumental in the
integration of Fone Zone's previous acquisitions.

Maxine has over 17 years' experience in the mobile communications industry in the United Kingdom and Australia.
Maxine received the President's Award at the 2005 NSW ARA Awards for Excellence, and was named QBR Business
Woman of the Year, Retail in 20086.
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Directors’ Report {(continued)

DIRECTORS {continued)

Neil Oshorne
Non-executive Director

Neil was formerly a partner with the world's iargest consulting and technology services firm, Accenture. He has over 17
years experience in the retail industry and has held a variety of senior executive positions with Myer Grace Bros and
Coles Myer Lid in corporate and operating brands across finance, supply chain, strategic planning and merchandise,
including the positions of Myer Chief Operating Executive (CFO and Supply Chain) and CML Group General Manager,
Retail Services.

Neil became a Director of Fone Zone in June 2007, and is a member of the Audit, Compliance & Risk Commitiee.

Neil is currently a Director of Colorado Group Limited (from February 2007), and a Director of Foodworks Ltd (from
November 20086).

Greg Robertson
Non-executive Director

Greg s a Director of Investec Wentworth Private Equity Limited. He became a Director of Fone Zone in February 2003,
and of Fone Zone Group Limited in March 2005, He is Chairman of the Audit, Compliance & Risk Committee, and a
member of the Remuneration & Nomination Commitiee.

Prior to joining Investec, Greg spent 17 years with a global accounting firm with eight of these as a partner, and was
Chief Operating Officer of an electronic commerce services company for nearly two years.

Greg is currently a Director of Staging Connections Group Ltd (formerly AAV Uimited) (from October 2002), and was an
alternate Director of Australian Pharmaceutical Industries Limited (from October 2004 to August 2007).

Dick Simpson
Non-executive Director

Dick was formerly President International for Telstra, based in Hong Kong. In this role he was Chairman of CSL (the
leading Hong Kong mobile operator), TelstraClear in New Zealand, and REACH (Asia's largest international
communications carrier). He was CEQO of REACH from 2003 to 2005, and then retired to Australia.

Dick started his career in IT, spending 20 years with IBM and then Unisys, in Australia as well as the USA. He then
joined Optus and subsequently Telstra, where he was Group Managing Director, Mobiles in Australia, before moving to
Telstra's International operations in Hong Kong.

Dick became a Director of Fone Zone in September 2005, and is Chairman of the Remuneration & Nomination
Committee.

Directors who resigned throughout the year

John Murphy
Non-executive Director

“John is Managing Director of Investec Wentworth Private Equity Limited. He became a Director of Fone Zone in
February 2003, and of Fone Zone Group Limited in March 2005. He resigned on 31 December 2006.

Prior to his involvement in private equity, John spent 25 years with a global accounting firm, 15 years as a partner,
including roles of Asia Pacific regional responsibility.

John is currently a Director of Speciality Fashion Group Limited (formerly Millers Retail Limited) (from March 2005),
Staging Connections Group Lid (formerly AAV Limited} (from October 2002), First Opportunity Fund Limited (formerly
First Wine Fund Limited) (from March 2003) and Ariadne Australia Limited (from November 2006) . He was formerly a
Director of Australian Pharmaceutical Industries Limited {from October 2004 to August 2007), Kids Campus Limited
(from May 2004 to May 2006), Southcorp Limited {from October 2003 to May 2005}, and Invocare Limited (from May
2001 to February 2005).
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Directors’ Report (continued)
DIRECTORS (continued)

Peter Wilkinson
Non-executive Director

Peter has held a number of general management positions in leading retail companies, including Chief Executive Officer
of David Jones, where he managed the sirategic development of their 35 department stores in Australia. He has also
been Managing Director of Just Jeans and the Myer Stores Ltd, and Chief Operating Officer of Coles Myer Lid where he
repositioned and managed the growth and development of these companies. He also has widespread experience of
corporate governance and investor relations as well as chairing government sponsored research and development
programs in the food industry.

Peter is currently a Director of Centro Properties Limited (from March 2005). He joined the Fone Zone Board in March
2005, and resigned on 25 June 2007,

Interests in the shares and options of the company
As at the date of this report, the relevant interests of the Directors in the shares of Fone Zone Group Limited were as set
out in the table below. No Director held any options to acquire shares in the company.

Ordinary Ordinary Ordinary Ordinary Ordinary
shares held shares shares shares sold  shares held at
at 1 July purchased acquired under in year 30 June 2007
2006 the Non-
Executive
Director Share
Plan
Directors
Brian Finn 472,649 - 108,713 40,000 541,362
David McMahon © 50,082,000 - - - 50,082,600
Maxine Horne 50,082,000 - - - 50,082,000
Neil Osborne - - - - -
Greg Robertson 300,000 - - - 300,000
Dick Simpson 15,000 - - 15,000 -

PIRECTORS’ MEETINGS

The number of meetings of Directors (including meetings of committees of Directors) held during the vear and the
numbers of meetings attended by each Director are shown in the table below.

As at the date of this report, the Company had two Commitiees of the Board, an Audit, Compliance & Risk Committee,
and a Remuneration & Nomination Commitiee.

- The members of each committee during the year were:

Audit, Compliance & Risk Committee | Remuneration & Nomination Committee
G.J. Robertson (c) {Appointed 31 December 2008, R.A. Simpson (c)
appointed Chair 25 June 2007)
L.P. Wilkinson {c} {Resigned 25 June 2007) T.B. Finn
T.B. Finn G.J. Robertson
J.W. Murphy (Resigned 31 December 2006)
N.A Osborne {(Appointed 25 June 2007)

Note (c) Designates the Chairman of the Commitiee

Fone Zone Board Audit, Compliance & Risk Remuneration & Nomination
Committee Committee

Number of
meetings held; 18 5 3

Meetings Meetings Meetings Meetings Meetings Meetings

eligible to attended eligible to attended eligible to attended

: attend attend ' attend

T.B. Finn 18 18 5 5 3 3
D.L. McMahon 18 18 - - -
M.J. Horne 18 14 - - - -
J.W. Murphy 9 9 3 3 - -
N.A Osborne 2 2 - - - -
G.J. Robertson 18 18 2 2 3 3
R.A. Simpson 18 15 - - 3 3
L.P. Wilkinson 17 15 5 5 - -
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Directors’ Report {continued)
COMPANY SECRETARIES
The joint Company Secretaries at any time during or since the end of the financial year are;

G. A. Petterson (resigned effective 31 August 2007)
W. L. te Kloot

The qualifications and experience of each Company Secretary are as follows.

Gordon Petterson
Chief Financial Officer and Company Secretary

Gordon is a Chartered Accountant with over 24 years experience in accounting and financial management. He has held
a number of positions with a global accounting firm, in both the United Kingdom and the Republic of South Africa, and a
number of senior financial positions in private and public companies.

Gordon joined Fone Zone in June 2002 as Chief Financial Officer and Company Secretary, and is responsible for all
facets of financial management and reporting. He resigned effective 31 August 2007.

Bill te Kloot
Company Secretary

Bill has over 20 years experience as a Company Secretary, working in a variety of companies and industries during that
time. He is a Fellow of Chartered Secretaries Australia and a Fellow of the Australian Institute of Company Directors.

Bill joined Fone Zone in September 2005, and is contracted fo carry out all secretarial duties including meeting the
requirements of ASIC and ASX and providing counsel on corporate governance issues.

DIVIDENDS

Cents £000
Final fully franked dividend approved by the Board on 28
August 2007:
+ on ordinary shares 2.3 2,878
DIVIDENDS PAID IN THE YEAR

Cents $000
Interim for the year
« on ordinary shares 1.0 1,251
Final for 2008 shown as recommended in the 2006 financial
report
« on ordinary shares 4.0 5,006

PRINCIPAL ACTIVITIES

The principal activities of the entifies within the consolidated group during the year were retailing of mobile
communications equipment and associated customer service.

OPERATING AND FINANCIAL REVIEW
Group Overview

Fone Zone was founded in 1995 by David McMahon and Maxine Horne, and has grown o become Australia’s largest
specialist mobile communications retailer. Fone Zone is the largest independent Telstra Mobile dealer, and the current
dealership agreement runs until 30 June 2010. Fone Zone listed on the ASX on 2 November 2005.

Performance Indicators

Management and the Board monitor the group's overall performance against the budget and a set of Key Performance
Indicators. Directors receive the KPIs for review prior to each monthly Board meeting allowing all Directors to actively
monitor the group's performance.
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Directors’ Report (continued)
OPERATING AND FINANCIAL REVIEW (continued)

Dynamics of the Business

The first half of the year was adversely affected by a decline in Gross Operating Margin and Earnings before Interest,
Tax, Depreciation, and Amortisation (EBITDA).

The key contributors to the decline in gross operating margin for the six months were:

- The launch of the Telstra NextG network with only a limited range and supply of handsets available which
constrained sales;

- Telstra's decision to promote the NextG network through the subsidy model which is [ess profitable to Fone
Zone;

- The change in focus of dealer payments by Telstra onto NextG handsets, and reduced margins for other
handsets;

- The reduction of the customer focused quality service payments.

Handsets promoted under the less profitable subsidy modei for the first six months (primarily Next G in the period from
October to December 2006) represented approximately 52% of Fone Zone handset sales compared with 31% for the
prior corresponding six months.

In the second half of the year, sales continued to grow on the back of an expanded Next G handset range as well as the
launch of Next G pre-paid. However, the handset range is still not complete, with Nokia launching their first Next G
handset in the last week of July 2007, and other key manufacturers such as Sony Ericsson yet to bring a Next G handset
to market.

Gross operating margins improved in the second half, on the back of a more traditional sales mix coupled with internal
efforts to optimize operating costs. EBITDA for the second half improved by 70% over the first half.

The Communiqué stores acquired in September 2006 have been fully integrated into Fohe Zone. Total store numbers at
30 June 2007 stood at 150. As previously announced, Fone Zone expects to complete the acquisition of Next Byte on
the 31 August 2007, and this will add a further 17 stores.

Operating Results for the Year

Total revenue for the year was $197.8 million, an increase of 9% from $181.8 million the previous year. Net profit after
tax fell 35% from $10.7 million last year to $7.0 million.

Shareholder Returns

Earnings per share and other financial measures of the return to Shareholders are included in the table below:

2007 2006
Basic earnings per share {cents) 5.57 8.59
Return on equity 24.5% 40.0%
Debt/equity ratio 41.7% 42.5%

The share price has failen significantly during the financial year and since listing on the ASX, and at 30 June 2007 shares
were trading at $0.68 (2006: $1.30).

' Review of Financial Condition
The consolidated cash flow statement shows an operating cash flow of $11.5 million, compared to the previous year of

$18.1 million. Cash at 30 June 2007 was $5.9 million, down from $12.0 million the previous year. The cash reserve WII[
be used to pay the final dividend, and for investing activities in 2007/08.
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Directors’ Report (continued)
OPERATING AND FINANCIAL REVIEW {continued)

Profile of Debts

2007 2006
$'000 $°000
Current

Obligations under finance leases and hire purchase contracts 2,133 1,639
Bills of exchange 1,000 962

Non-current
Obligations under finance leases and hire purchase contracts 3,092 2,407
. Bills of exchange 5,650 6,400
11,875 11,408

The Corhpany sources the majority of its funds from the National Australia Bank. It aims to maintain gearing below 50%
and the board considers the current [evel of gearing in the Group of 41.7% is well within acceptable limits.

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

in the opinion of the Directors, there were no significant changes in the state of affairs of the consolidated eniity during
the financial year not otherwise disclosed in this report or the consolidated financial statements.

SIGNIFICANT EVENTS AFTER BALANCE DATE

On 21 August 2007, the Company announced the acquisition of Next Byte Pty Lid, a specialist retailer of Apple products
and services through its 17 stores in Australia. The fotal purchase consideration comprises $21,050,000 cash payment,
funded from increased facilities with the National Australia Bank and the issue of 16.1 million ordinary shares.

On 28 August 2007, the Directors of Fone Zone Group Limited declared a final dividend on ordinary shares in respect of
the 2007 financial year. The total amount of the dividend is $2,878,399 which represents a fully franked dividend of 2.3
cents per share. The dividend has not been provided for in the 30 June 2007 financial statements.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

During the next financial year Fone Zone expects to continue to grow
- by organic growth through further store openings at strategic sites;
- by taking opportunities in the rationalisation of the mobile phone retailing industry;
- by further acquisitions and store openings associated with the Next byte business; and
- by the sale of selected Apple products through the Fone Zone stores..

This report omits information about likely developments and expected future results that would unreasonably prejudice
Fone Zone. Developments which have arisen by the fime of the Annual General Meeting on 28 Qctober 2007 will be
reported in the Chairman’s address to that meeting.
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Directors’ Report (continued)

REMUNERATION REPORT (AUDITED)

Remuneration Policy

The key principles on which Fone Zone's remuneration policy are based are:

- Remuneration is set at levels that will atiract and retain good performers and motivate them to improve business
results

- Rewards are linked to the achievement of business strategies and goals

- Significant long-term incentives are provided to key managers to encourage long-term careers with the
Company and enhancement of Shareholder value

All Team Members participate in the myTEAM benefits package which provides a number of innovative benefits
designed to make Fone Zone a great place to work and shop.

Remuneration & Nomination Committee

The Company has an established Remuneration and Nomination Commitiee operating under a written charter approved
by the Board and reviewed annually. .

The Remuneration and Nomination Committee comprises three Non-Executive Directors including the Chairman who is
not also Chairman of the Board. The Chairman and/or any other Director is entitled to be present at all meetings of the
committee, whether or not they are a member of the committee. Meetings of the committee are attended, by invitation,
by the Chief Executive Officer, the Chief Operating Officer, the Group Human Resources Manager, and such other
senior staff or professional people as may be appropriate from time to time.

Minutes of all committee meetings are provided to the Board, and the Chairman of the committee also reports to the
Board after each committee meeting.

The committee is supported by the General Manager Organisation Development, the Group Human Resources
Manager, and the Company Secretary.

Employee Share Plans

Fone Zone has the following share plans available for team members and Directors:
- Employee Bonus Share Plan
- Employee Share Options Plan
- Non-executive Director Share Plan

A summary of each of the plans is as follows.

Employee Bonus Share Plan
The Remuneration and Nomination Committee is responsible for reviewing the operation of the Company's Employee
Bonus Share Plan which was approved by the Board on 4 April 2005.

This share plan has been established by Fone Zone to enable employees to acquire shares in the Company up to the
value of $1,000, depending on length of service.

The plan is administered by the Remuneration and Nomination Committee of the Company. The committee may from
time to time issue offers on behalf of the Company to employees. These employees may apply to acquire the number of
" shares specified in the invitation. The initial vaiue of the shares to Australian tax residents is intended to be free of
income tax (under current tax laws) provided the requisite tax election is made.

Shares may be acquired for participants by way of an issue of shares by the Company, by acquiring shares in the
ordinary course of frading, or by off-market purchases. The Company may issue shares for no consideration. The Board
may also decide that an offer will involve a salary sacrifice.
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Directors’ Report {continued)
REMUNERATION REPORT (AUDITED) {(continued)

Employee Bonus Share Plan (confinued)
Participants are prevented from disposing of shares acquired under the plan until the earlier of:
- three years after the date of acquisition of the shares; or
- the day after the date on which the participant ceased, or first ceased, to be employed by the Company
hecause of death or other special circumstances.

The number of shares acquired during the previous five years from new issues by the Company under the plan and all
other employee share schemes established by the Company must not exceed 5% of the total number of issued shares.

Shares will rank equally with all existing shares on and from the date of issue.

The Remuneration and Nomination Committee has power to terminate or suspend the operation of the plan at any time,
provided that the termination or suspension does not adversely affect or prejudice the rights of participants holding
shares at that time.

Directors are eligible o participate in the plan, but, under Listing Rule 10.14, Shareholders must approve any allocations
to Directors.

Employee Share Option Plan
The Remuneration and Nomination Committee is responsible for reviewing the operation of the Company's Employee
Share Option Plan which was approved by the Board on 4 April 2005.

An employee of the Company or any of its associated companies to whom the Board decides to make an offer is an
eligible employee under this plan. The intent of the plan is to provide incentives to key managers.

Each option entitles the holder to subscribe for one share in the Company at the exercise price specified in the invitation,
subject to the vesting requirernents below,

Options issued at listing will vest and may be exercised as follows:
- one-third of the options vest on the first anniversary of issue;
- a further one-third of the options vest on the second anniversary of issue; and
- the remaining one-third of the options vest on the third anniversary of issue.

Subsequent issues of options will vest over three years or on dates specified by the Board.

There are other vesting conditions relating to cessation of employment, death and permanent disability as well as a
general discretion of the Board to accelerate vesting.

Options which have vested may be exercised at any time:
- during the months of March or September which oceur before the fifth anniversary of the date of vesting; or
- during the period of two months before the fifth anniversary of the date of vesting.

On resignation of an employee, any vested options must be exercised within two months of the date of resignation.
Unvested options are forfeited on resignation. There are various powers of the Board to modify the exercise periods if
there is accelerated vesting.

Before exercising an option, the employee must have satisfied all of the criteria attaching to the exercise of the options
that were set out in the invitation (unless the Board has, in writing, approved the waiver of this condition).

The total number of options on issue under the Plan must not exceed 5% (on a fully diluted basis) of the total issued
share capital of the Company at any time. However, the Board may in its absolute discretion from time 1o time increase
the number of options on issue under the plan.

Shares issued under the plan will have the same rights as all other ordinary shares. The Board may resolve to amend
the plan from time to time to ensure consistency with any relevant law.

At the date of this Annual Report, the Company has granted the following options:

Number of options Exercise price and Earliest exercise date Latest exercise date
date of issue

5,634,000 $0.1876 First third on the first Fifth anniversary of the date
2 November 2005 anniversary of the date of issue  of issue

Of the 5,634,000 options granted, 1,147,667 have been forfeited and 313,000 have been exercised, leaving an
ouistanding balance of 4,173,333

10
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Directors’ Report {continued)
REMUNERATION REPORT (AUDITED) (continued)

Employee Share Option Plan (continued)
Non-Executive Directors are not eligible to participate in the plan, and Shareholders must approve any allocations to
Executive Directors.

The options issued at listing were not subject to any performanée criteria as it was considered important the key
managers involved receive options so that they had a significant interest in the Company’s performance and share price,
and a significant alignment of their interests with the interests of Shareholders.

Non-Executive Director Share Plan )
The Remuneration and Nomination Committee is responsible for reviewing the operation of the Company's Non-
Executive Director Share Plan which was approved by the Board on 4 April 2005.

Under the plan, Non-Executive Directors may acquire shares in the Company in lieu of cash remuneration. Each Non-
Executive Director may at any time elect to participate in the NED Share Plan in respect of any doliar amount or
proportion of their remuneration. They may also nominate an associate to receive the shares.

The Board may determine whether shares to be allocated under the plan are to be acquired on market or issued at
market value (being the 20 business day volume weighted average price as at the allocation date).

The value of shares which can be issued to Non-Executive Directors in remuneration in any year must not exceed the
maximum aggregate annual sum payable to the Non-Executive Directors as remuneration as outlined in the Constitution
or as approved by Shareholders. Subject to this rule, the Board may agree between themselves the total number of
shares which can be allocated to each participant in lieu of fees under the plan.

All shares issued under the plan will rank equally with other ordinary shares on issue.

Participants are prohibited from dealing with any shares acquired under the pian until the earlier of:
- the date on which the participant ceases to be a Director;
- the date which is three years from the issue date; or
- a determination by the Remuneration and Nomination Committee to cease irading restrictions applying to the
participant’s shares, following an application by the participant.

The plan is administered by the Remuneration and Nomination Committee of the Company. it may terminate or suspend
the operation of the plan at any time.

Company Performance

Fone Zone has been a listed entity since 2 November 2005, so it is not possible to present dividend and share price
figures for the years prior to the listing. Revenue and profit figures for the current year, and the three prior years are as
follows:

2007 2006 2005 2004

$m $m $m $m

Revenue from operating activities 197.8 181.8 151.9 144.9

- EBIT* 10.8 16.6 12.3 16.0
Net Profit after Tax 7.0 10.7 8.8 9.6

* EBIT has been calculated using “net interest” and income tax expense.

Fone Zone shares were sold under the IPC at $1.00, and at 30 June 2007, were trading at $0.68 (2006: $1.30). A final
dividend of 2.3 cents per share has been declared for the year ended 30 June 2007 (2006 4 cents). Total dividend for
the year was 3.3 cents per share (1.0 cent interim paid plus 2.3 cents final declared) (2006: 4 cents).

Remuneration Structure

The remuneration structure for key managers and Non-Executive Directors is different, and is set out separately below,
Remuneration of Key Managers

Fixed Remuneration

Key managers receive fixed remuneration in the form of a competitive base salary negotiated with the Company, and
additional benefits such as superannuation and motor vehicles. These components are shown at their pre-tax cost to

Fone Zone.

Fixed remuneration is reviewed annually by the Remuneration and Nomination Commitiee, taking account of both the
Company and individual performances, and market rates.

11
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Directors’ Report (continued)
REMUNERATION REPORT (AUDITED) {continued)
Remuneration of Key Managers (continued)
Variable Remuneration
Variable Remuneration comprises the following:
- short-term incentive payments in the form of commission and bonus payments, based on performance
assessed against a set of agreed criteria for each individual
- a long-term incentive in the form of bonus shares

-'a long-term incentive in the form of options to purchase shares in Fone Zone.

Not all staff pariicipate in the short and Jong term incentive plans. Participation in the Employee Share Options Plan is
limited to key managers most able to influence the performance of the business.

The issue of shares and options under these plans is- intended to align the interests of key managers more closely with
those of Shareholders.

The key managers listed in the table below have no fixed term of employment and should any of them be refrenched or
have their employment contracts terminated by Fone Zone, they are entitled to notice depending on their length of
senvice, or payment in lieu of that notice.

Remuneration details for the key managers are shown below.

Name & Position Primary Other Commission/ Short Super- Employee Employee Options Total
Salary Benefits Bonus Term annuation Bonus Share asa%of | Package

incentive Shares Options Total Value

as a % of Package

Primary

Remune-

ration
(a) (b} {c) (d) (e}
$ $ $ $ $ $ $ $ $

David McMahon 2007 344,687 148,168 . - - 41,173 - - - 534,028
Chief Executive Officer 2006 348,691 118,821 - - 40,560 1,000 - - 509,072
Maxine Horne 2007 250,000 59,901 - - 26,860 - - - 338,761
Chief Operating Officer 2008 246,935 56,700 - - 39,695 1,000 - - 344,330
Jonathan Elsley 2007 120,000 - 10,000 7.6% 14,700 - - - 141,700

Start: 24 July 2006
Operations Manager

Darren Gaunt 2007 201,692 16,6086 66,580 27.5% 24,145 - 288,672 49.1% 607,695

General Sales Manager 2006 200,420 2,403 46,146 20.6% 21,579 1,000 375,971 58.1% 647,519

Lee Moore 2007 128,346 11,255 - 0.0% 11,551 - 224,003 59.7% 375,155

National Product & 2005 108,989 8,132 10,000 7.8% 10,574 1,000 281,978 B7.0% 420,683

Markeling Manager

Lex Moses 2007 127,000 22,765 - 0.0% 11,430 - 224,003 58.2% 385,198

Chief Information 2006 126,038 17,924 10,000 6.4% 11,869 1,000 281,978 62.8% 448,809

Officer

Gordon Peftersen 2007 156,705 8,077 20,000 8.7% 42 385 - {f) 89,557 30.5% 326,724

Chief Financial Officer 2006 156,606 7,534 20,000 9.9% 37,459 1,000 375,971 62.8% £88,570

Wayne Smith 2007 68,654 - - 0.0% 8,179 - - - 74,833

Start: 9 January 2007

Crganisation and

Development Manager

John Weir 2607 118,500 - - 0.0% 10,755 - 224,003 63.2% 354,258

Group Human 2006 121,331 - 10,000 7.5% 11,820 £,000 281,978 68.2% = 426,129

Resources Manager

TOTAL 2007 1,516,584 266,772 96,580 4.9% 186,178 - 1,070,238 34.1% 3,136,352
2008 1,309,020 211,514 96,146 5.7% 173,656 7,000 1,697,876 47.0% 3,385,112

(&) Other benefits include motor vehicles, fuel allowance, private and spouse travel, and corporate hospitality.

{b) Bonus payments to key managers are at the discretion of the executive directors who take into account the company and individual
performance against key performance indicators.,

{c) Short-term incentive includes commissien and bonuses. Primary Remuneration includes primary salary, other benefits, and superannuation.

(d) Value of free shares issued at $1,00 each under the Employee Bonus Share Plan at the time of listing on the ASX

(&) Value of Options issued under the Employee Share Option Plan at the time of listing on the ASX. The fair value is determined by an external
valuer using a binomial model. As at the date of this report one third of the options have vested. The second third of the oplions issued will vest
cn 2 November 2007, provided all necessary conditions are met.

() 834,667 opticns forfeited following resignation effective 31 August 2007. Employee share option cost refates to remaining 417,333 options.
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FONE ZONE GROUP LIMITED — ANNUAL REPORT

Directors’ Report {continued)

REMUNERATION REPORT {AUDITED) (continued)

Remuneration of Key Managers (continued)

Options granted as part of remuneration

Grant Date
David McMahon -
Maxine Horne -
Jonathan Elsley -
Darren Gaunt 2 Nov 05
Lee Moore 2 Nov 05
Lex Moses 2 Nov 05
Gordon Petterson* 2 Nov 05
Wayne Smith -
John Weir 2 Nov 05

Grant
Number

1,252,000
838,000
939,000

1,252,000

939,000

Value
per
option at
grant
date

0.72
0.72
0.72
0.72

0.72

Total
value of
options at
30 June
2006

903,109
677,332
677,332
903,109

677,332

Value of
options
granted
during the
year

Value of
options
exercised
during the
year

* 834,667 options valued at $602,073 forfeited following resignation effective 31 August 2007.

Remuneration of Execufive Directors

Value of
options
forfeited
during the
year

602,073

Total
value of
options at
30 June
2007

903,109
451 555
677,332
301,036

677,332

The Chief Executive Officer, David McMahon, and the Chief Operating Cfficer, Maxine Horne, are both Executive
Directors. David and Maxine are co-founders of Fone Zone and have been instrumental in its growth from 1 store in
1995 to 150 stores today, and for its emphasis on customer service, training, staff incentives, and career development.

Each Executive Director is employed under an Executive Service Agreement that commenced on 24 February, 2003,
and can be terminated by either party by giving 6 months prior writien notice.

Under the Agreements, each Executive Director is entitled to annual salary review and such performance bonus for the
Executive’s performance of their duties and obligations as Fone Zone and the Executive Director may agree from time to

time.

The details of Executive Directors’ remuneration are included in the key managers’ remuneration table above.
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FONE ZONE GROUP LIMITED — ANNUAL REPORT

Directors’ Report (continued)
REMUNERATION REPORT (AUDITED) (continued)

Remuneration of Non-Executive Directors

Fees for Non-Executive Directors are based on the scope of Directors’ responsibilities and on the relative size and
complexity of Fone Zone.

The Remuneration & Nomination Committee considers the level of remuneration required to attract and retain Directors
with the necessary skills and experience for the Fone Zone Board. This takes into account survey data on the level of
Directors’ fees being paid to Directors of companies of comparable size and complexity.

The Chairman, Mr Brian Finn, was granted 400 shares under the Employee Bonus Share Plan at the time Fone Zone
listed on the ASX. Other than this, no equity incentives are offered to Non-Executive Directors. However, Non-Executive
Directors may elect to take all or part of their remuneration as shares in Fone Zone, in accordance with the Non-
Executive Director Share Plan.

No retirement allowances are payable to Non-Executive Directors.

The remuneration details for Non-Executive Directors during the year are shown in the Directors’ remuneration table
below.

The maximum aggregate sum for the remuneration of Non-Executive Directors is $350,000, set when the constitution of
the Company was adopted on its formation on 1 March 2005. This sum covers Directors’ fees and superannuation
contributions. The base Director's fee per year, inclusive of superannuation, and including commitiee work, is $54,500.
The Chairman’s fee is $109,000.

Name Directors’ Fees Superannuation Employee Bonus Total
Shares
(a) (b)
$ $ 3 $

T.B. Finn 2007 - 109,000 - 109,000
Chaiman 2006 - 68,125 400 68,525
JW. Murphy (c} 2007 27,250 - - 27,250
Non-executive 2006 49,620 - - 49,620
N.A. Osborne (d) 2007 - - : - -
Non-executive 2006 - - - -
G.J. Robertson 2007 54,500 - - 54,500
Non-executive 2006 49,620 - - 49,820
R.A, Simpson 2007 50,000 4,500 - 54,500
Non-executive 2006 50,000 4,500 - 54,500
L.P. Wilkinson (e) 2007 50,000 4,500 - 54,500
Non-execufive 2006 50,000 4,500 - 54,500
Total Non-Executive 2007 181,750 148,000 - 299,750
Directors 2006 199,240 77,125 400 276,765
D.L. McMahon 2007 Details are in the remuneration of key managers table above 534,028
Chief Executive 2006 509,072
Officer
M.J Horne 2007 Details are in the remuneration of key managers table above 336,761
Chief Operating 2006 344,330
Officer
Total Directors 2007 _ 1,170,539

2006 1,130,167

(a) Superannuation includes cash and Fone Zone shares issued under the Non-Executive Director Share Plan,
contributed to complying superannuation funds.

(b) Value of free shares issued at $1.00 each under the Employee Bonus Share Plan at the time of listing on the
ASX.

(c) Resigned 31 December 2006

(d) Appointed 25 June 2007

(e) Resigned 25 June 2007
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