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PAPYRUS AUSTRALIA LTD AND CONTROLLED ENTITIES
ABN 63 110 868 409

DIRECTORS' REPORT (Cont)

Remuneration Report (cont)
Remuneration Policy

The current remuneration policy is the application of market rates for remuneration purposes, the intention is that any
future policy will be designed to align director and executive objectives with shareholder and business objectives by
providing a fixed remuneration component and offering specific long-term incentives based on key performance areas
affecting the consolidated entity's financial results.

The board currently determines the nature and amount of remuneration for board members and senior executives of the
consolidated entity.

The executive directors and other executives receive a superannuation guarantee contribution required by the
government, which is currently 9%, and do not receive any other retirement benefits. Some individuals, however, may
choose to sacrifice part of their salary to increase payments towards superannuation.

All remuneration paid to directors and executives is expensed as incurred. Executives are also entitled to participate in the
company share option scheme. Options are valued using the Black-Scholes methodology.

The board policy is to remunerate non-executive directors at market rates based on comparable companies for time,
commitment and responsibilities. The board determines payments to non-executive directors and reviews their
remuneration annually, based on market practice, duties and accountability. Independent external advice is sought when
required.

Details of Remuneration
The remuneration for each director and specified executive of the consolidated entity during the year was as follows:
Salary, Fees  Superan- Options Total

& Comm- nuation
issions  Contribution

Directors $ $ $ $

Dr. D M Wyatt 40,000 3,600 - 43,600
Mr. R A Azer 194,200 12,976 - 207,176
Mr. D C Stephens 30,000 2,700 - 32,700
Mr. E M Byrt 30,000 2,700 - 32,700
Mr. G A Menzies 30,000 2,700 - 32,700
Mr. C D Smerdon 30,000 2,700 - 32,700

Specified Executives

Mr. V P Rigano 30,000 2,700 - 32,700
Mr. G D Pigot 129,198 10,003 11,301 150,502
513,398 40,079 11,301 564,778
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Options Issued as Part of Remuneration for the year ended 30 June 2007

Options are issued to directors and executives as part of their remuneration. The options are not issued based on performance
criteria, but are issued to directors and executives of Papyrus Limited to increase goal congruence between executives, directors and
shareholders.

Expense
Recognised
Fair Valueon  During the
Directors Date Granted Granted No. issue * Current Year
Dr. D M Wyatt
Mr. R A Azer
Mr. D C Stephens
Mr. E M Byrt
Mr. G A Menzies
Mr. C D Smerdon
Specified Executives
Mr. V P Rigano - - -
Mr. G D Pigot 14 August 2006 1,000,000 20,000 11,302
1,000,000 20,000 11,302

* Fair value has been calculated using the Black-Scholes methodology as detailed in Note 20 to the Financial Statements.

Employment Contracts of Directors and Senior Executives

The employment conditions of the managing director, Mr Azer, are formalised in contracts of employment.

The company may terminate the employment contract without cause by providing twelve (12) months written notice or
making payment in lieu of notice, based on the annual salary component. Termination payments are generally not payable
on resignation or dismissal for serious misconduct. In the instance of serious misconduct the company can terminate
employment at any time. Any options granted in accordance with the company's employee share option plan not exercised
before or on the date of termination will lapse.

Director Loans

A liability exists in the wholly owned subsidiary, Papyrus Technology Pty Ltd, between the subsidiary and Mr. R Azer. The
conditions of the loan agreement are such that the loan is non-interest bearing, is be repayable at the time that the Group is
profitable or may be converted to shares at Mr R. Azer's option. At 30 June 2007 the loan outstanding was $313,615.

Meetings of Directors

During the financial year, 12 meetings of directors were held. Attendance by each director during the year were as follows:

Directors' Meetings Audit Committee
Number Number Number Number
eligible to attended eligible to attended
attend attend
Dr. D M Wyatt 12 12 3 2
Mr. R A Azer 12 12 - -
Mr. D C Stephens 12 12 3 3
Mr. E M Byrt 12 12 - -
Mr. G A Menzies 12 10 - -
Mr. C D Smerdon 12 11 3 3

Papg rus
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DIRECTORS' REPORT (Cont)

Indemnifying Officers
The company has agreed to pay premiums to insure each of the directors and the secretary of the company against
liabilities for costs and expenses incurred by them in defending any legal proceedings arising out of their conduct while

acting in the capacity of officers of the company, other than conduct involving a wilful breach of duty in relation to the
company. The policy will be effective from the 1 July 2007 and the total premium to be paid $12,297.

Options
At the date of this report, the following options to acquire ordinary shares had been issued:

Exercise Balance
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Grant Date Date of Expiry Price 30June 2006  Exercised Issued Number Under Option
Listed Unlisted
2 December 2004 31 March 2010 $0.25 16,615,000 375,000 - 16,240,000
2 December 2004 31 March 2010 $0.30 8,935,000 441,845 8,493,155
14 April 2005 31 March 2010 $0.25 2,000,000 - - 2,000,000
14 April 2005 31 March 2008 $0.20 9,952,750 855,900 9,096,850 -
16 May 2005 15 May 2010 $0.25 50,000 - - 50,000
30 June 2006 31 March 2010 $0.40 200,000 - 200,000
14 August 2006 13 August 2011 $0.40 - 500,000 500,000
14 August 2006 13 August 2011 $0.50 500,000 500,000
37,752,750 1,672,745 1,000,000 9,096,850 27,983,155

No person entitled to exercise options had or has any right by virtue of the option to participate in any share issue of any other body corporate.

During the year ended 30 June 2007, and to the date of this report, the following ordinary shares were issued on the exercise
of listed options granted at IPO. No amounts are unpaid on any of the shares.

Number of Shares Issued
855,900

Grant Date Exercise Price
14 April 2005 $ 0.20

During the year ended 30 June 2007, and to the date of this report, the following ordinary shares were issued on the exercise
of un-listed options granted prior to IPO. No amounts are unpaid on any of the shares.

Grant Date Exercise Price Number of Shares Issued
2 December 2004 $ 0.25 375,000
2 December 2004 $ 0.30 441,845

Proceedings on Behalf of the Company
No person has applied to the court under Section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf

of the company, or to intervene in any proceedings to which the company is a party, for the purpose of taking responsibility
on behalf of the company for all or part of these proceedings.

Non-audit Services

No fees for non-audit services were paid/payable to the external auditors during the year ended 30 June 2007.
Environmental Issues

The Group's operations are not currently subject to any significant environmental regulations under either Commonwealth or

State legislation. The Group however believes that it has adequate systems in place for the management of any future
environmental regulations.
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Auditor's Independence Declaration

The auditor's independence declaration for the year ended 30 June 2007 has been received and is attached.
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Signed in accordance with a resolution of the Board of Directors.

ﬁ@(’”

Ramy AZER, Director

Dated this 13th Day of September 2007
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Grant Thornton &

Chartered Accountants and Business Advisers

AUDITOR’S INDEPENDENCE DECLARATION
TO THE DIRECTORS OF PAPYRUS AUSTRALIALTD

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the audit of Papyrus Australia Ltd for the year ended 30 June 2007, | declare
that, to the best of my knowledge and belief, there have been:

(@) no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the audit; and

(b)  no contraventions of any applicable code of professional conduct in relation to the
audit.

GRANT THORNTON
South Australian Partnership
Chartered Accountants

S J GRAY
Partner

Signed at Adelaide this 13 day of September 2007

Level 1

67Greenhill Road

Wayville SA 5034

GPO Box 1270

Adelaide SA 5001

DX 275 Adelaide

T (08) 8372 6666

F (08) 8372 6677

E info@gtsa.com.au

W www.grantthornton.com.au

Grant Thornton South Australian Partnership ABN 27 244 906 724

An independent South Australian partnership entitled to trade under the name Grant Thornton.
Grant Thornton is a trademark owned by Grant Thornton International and used under licence by independent firms and entities throughout the world.



