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People Telecom Limited
Directors’ Report

Your Directors present their repert on the Group for the financial year ended 30 June 2007.
Principat Activities

The principal activity of the Group during the course of the financial year was the provision of
telecommunications services to the Australian corporate and public markets.

Results

The profit after income tax of the Group was $1,964,270 for the financial year ended 30 June 2007
{20086: loss of $21,609,667).

This result includes:

» A profit after tax from the sale of the Perth Fibre Business and its operations of $2,626,138.
This sale was settled on 31 March 2007. Further information relating to this sale can be found
in Note 31 to the Financial Statements.

e A tax credit of $1,076,000 (2006: $6,160 tax expense) on recognition of the utilisation of prior
period tax losses.

e Aloss of $1,420,5613 from continuing operations.

Review of Operations

During the year the Group continued to show strong growth in data revenue. Business grade data
recurring revenue grew by 94% during the year due to increased success in selling and delivering
complex data network solutions to business customers. Total daia revenue increased by 18% to
$22.6 million, also reflecting growth in the consumer broadband customer base.

During the year the Group undertook, and continues to undertake, a wide-ranging program
designed to address operational and commercial issues and solidify performance going forward.

Although the positive impact of these changes began flowing into the business during the year,
the underlying activities were adversely affected by a combination of factors, including intensified
competition, higher than budgeted customer churn and some unbudgeted non-recurring costs,

Mobile recurring revenue grew by 2%. Fixed voice revenue was 12% lower, reflecting increased
competition in the small-medium enterprise (SME) sector and its impact on eustomer churn and
retail price levels. Notwithstanding the revenue reduction, the margin percentage on fixed voice
revenue grew from 20.7% to 21.1%.

Other features for the year ended 30 June 2007 include:

¢ Total revenue from continuing operations was $100.9m - a reduction of 4%, driven by the
fall in fixed voice revenue.

s Operating expenses were reduced to $24.3 million. This was a decrease of 2%, despite the
inclusion of some non-recurring expenses including some additional accommodation
expenses and the costs associated with the reworking of the ADS1.-2 service network to
deliver a more strategic profitable service going forward.

* Total gross margin was $22.9m. Gross margin was 22,7% of revenue, down from 23,9% in
2005-06.
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Revenue of the 2007 2008 Growth % Growth
continuing operations year on year year on year
for the year

$ $ $
Fixed Voice 57,923,923 65,725,419 {7,801,4986) {12%)
Moaobile 20,393,636 20,277,077 116,659 1%
Data 22,673,675 19,196,469 3,377,208 18%
Total : 100,891,234 105,198,965 (4,307,731) {4%)

Business Strategy

The Group's mission is to he the preferred provider of communication seolutions to small fo
medium organisations and the home office market.

The Group’s strategy to achieve this, while also generating profitable growth includes:
* Ensuring the culture and actions of the consolidated entity reflect a “service first, always”
imperative;
Providing leading-edge products and solutions that maximize value for customers;
Focusing new sales activity of the consolidated entity on its target market.

Prospects

The Group has commenced and will continue its drive to improve operational efficiencies and
commercial arrangements in order to improve customer service, reduce customer churn and
generate stronger margins. It will also re-boost its sales activities ta deliver top line growth and
subsequently economies of scale — a key ingredient to a successful fong term Service Provider
model.

Areas of particular focus this year include:

Customer Retention

Through re-direction of internal resources a comprehensive customer retention program is in
place to provide customer lifecycle management, cross-sel] additional services into the existing
customer base and improve overall retention rates. Several customer win-back initiatives are also
in place.

Margin Management & Revenue Assurance
Strengthened revenue assurance and margin management processes are in place to improve or
eliminate lower margin activities and prevent sources of revenue leakage.

Customer Care

Steady and ongoing improvement in our Customer Care performance has been achieved in 2006-
07, with productivity gains of up to 40% being realised and service levels greatly improved.
Further gains are targeted for 2007-08.
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Product Strategy

The Group is scheduled to launch 3G mobile services in October 2007, opening up new data-
based revenue streams and providing a stronger platform to compete against existing 3G service
providers. Several new SME-focused products are in the development process and will be
launched during 2007-08.

The integration - presently underway - of Ethernet-based aggregation equipment into each of the
capital city points-of-presence (POPs) within the Group's network will facilitate stronger growth of
the broadband customer base and enable the introduction of new value-added services to
consumer and business broadband customers.

Wholesale Business
A concerted push has-commenced to expand the consclidated entity's wholesale division which
supplies fixed voice, mobhile and broadband services to ISP and telcos across Australia.

Further information as 1o likely developments in the eperations of the consclidated entity and the
expected results of those operations in subsequent years have not been included in this report
because, in the cpinion of the Directors, it would prejudice the interests of the consolidated entity.

Directors
The Directors in office at any time during or since the end of the year are:

Name, Qualifications and. Experience
Speciai Responsibilities

Barry John Hamilton Mr Hamilton was one of the co-founders of People
B Com., FCA. Telecommunications Pty Limited and served as a Director
Non-Executive Chairman since its inception in 2000, Mr Hamilton is an experienced

public company director with significant experience in
capital and financial raisings and project management. Mr
Hamilton spent 12 years with Hudson Conway Limited
where he was a member of the Board and the Director of
Finance and Administration from 1990 to 1993, Mr
Hamilton was a Non-Executive Director of Crown Limited
from its establishment in 1993 until the merger of Crown
Limited and Publishing and Broadcasting Limited in June
1999,

Mr Hamilton is Chairman of Directors of the Crazy John's
group of companies and director of several unlisted public
companies.

Directorships of other listed companies in last three years
- Director, Innovonics Ltd {2001 - 2004)

Appointed 29 June 2004






