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DIRECTORS’ REPORT 

The directors of iiNet Limited submit their financial report for the half-year ended 31 December 2007.  

DIRECTORS 

The names of iiNet Limited’s directors in office during the half-year and until the date of this report are set out 
below. Directors were in office for this entire period unless otherwise stated. 

Mr M. Smith (Chairman – appointed 19 September 2007) 
Mr P.C. Harley (Chairman – resigned 19 November 2007) 
Mr M.M. Malone (Managing Director) 
Mr A.L. Milner 
Mr P.R. James 
Mr P.A. Broad 
Mr A.J. Grist  
Mr D.C. Grant  

REVIEW AND RESULTS OF OPERATIONS 

For the half-year ended 31 December 2007, the consolidated entity generated a net profit after tax of $9,612,729 
(2006: $7,141,308). 

Against the same period last year, earnings before interest, tax, depreciation and amortisation from continuing 
operations increased by 79.7% to $25,001,845.  

Consolidated operating revenues of $117,129,991 were 3.0% higher than the previous corresponding half-year.  

As at 31 December 2007, the consolidated cash holdings stood at $13,040,046. 

 Half-year ended 
31 December 2007 

$ 

Half-year ended
31 December 2006

$
Profit from continuing operations  

Profit from continuing operations after income tax 
attributable to members 9,612,729 1,701,893

Profit from continuing operations before interest, tax, 
depreciation and amortisation (EBITDA) 25,001,845 13,915,470
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CONSOLIDATED CASH FLOW STATEMENT 

  

 NOTE 

Half-year 
ended 

31 December 
2007 

$ 

Half-year
ended

31 December 
2006

$
  
CASH FLOWS FROM OPERATING ACTIVITIES  
Receipts from customers 129,377,937 131,863,103
Payments to suppliers and employees (98,794,007) (119,903,524)
Interest received 2,392,169 346,026
Interest and other costs of finance paid (554,399) (2,560,629)
Income tax paid - (1,303,919)
NET CASH FLOWS FROM/ (USED IN) OPERATING 
ACTIVITIES  32,421,700 8,441,057

  
CASH FLOWS FROM INVESTING ACTIVITIES  
Payment for establishment of exchange space (1,094,966) -
Payment for subscriber acquisition costs (104,048) (1,141,909)
Purchase of plant and equipment (7,440,259) (9,345,909)
Proceeds from sale of plant and equipment 26,645 -
Proceeds on disposal of subsidiary 5 - 30,731,464
Payment of project development costs (394,269) (630,139)
NET CASH FLOWS FROM/(USED IN) INVESTING 
ACTIVITIES  (9,006,897) 19,613,507

  
CASH FLOWS FROM FINANCING ACTIVITIES  
Proceeds from issue of shares 67,980 2,619,734
Payments for capital raising costs - (52,395)
Dividends paid (6,281,995) -
Proceeds from borrowings - 5,000,000
Repayment of borrowings (19,531,668) (32,880,446)
NET CASH FLOWS USED IN FINANCING ACTIVITIES (25,745,683) (25,313,107)
  
Net (decrease)/increase in cash (2,330,880) 2,741,457
Cash and cash equivalents at beginning of period 16,247,225 8,266,833
CASH AND CASH EQUIVALENTS AT END OF PERIOD 7 13,916,345 11,008,290
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NOTES TO AND FORMING PART OF FINANCIAL REPORT 

1. CORPORATE INFORMATION 

The half-year financial report of iiNet Limited (the Company) for the half-year ended 31 December 2007 was 
authorised for issue in accordance with a resolution of the directors on 25 February 2008.  iiNet Limited is a 
company incorporated in Australia and limited by shares, which are publicly traded on the Australian Stock 
Exchange (“ASX”). 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The half-year financial report does not include all notes of the type normally included within the annual 
financial report and therefore cannot be expected to provide as full an understanding of the financial 
performance, financial position and financing and investing activities of the consolidated entity as the full 
financial report. 

This half-year financial report should be read in conjunction with the annual financial report of iiNet Limited for 
the year ended 30 June 2007. 

It is also recommended that the half-year financial report be considered together with any public announcements 
made by iiNet Limited and its controlled entities during the half-year ended 31 December 2007 in accordance 
with the continuous disclosure obligations arising under the Corporations Act 2001. 

i. Basis of preparation 

The half-year financial report is a general purpose condensed financial report which has been prepared in 
accordance with the requirements of the Corporations Act 2001 and AASB 134 Interim Financial Reporting. 

The half-year financial report is prepared on a historical cost basis and in Australian dollars. 

For the purposes of preparing the half-year financial report, the half-year has been treated as a discrete reporting 
period. 

ii. Significant accounting policies 

The accounting policies adopted are consistent with those disclosed in the annual financial report for the year 
ended 30 June 2007 which are in accordance with accounting standards in place at that date. The adoption of 
new and amending Standards and Interpretations mandatory for annual periods beginning on or after 1 July 
2007 did not have a significant impact on the financial performance and position of the Group. 

iii. Basis of consolidation 

The half-year consolidated financial statements comprise the financial statements of iiNet Limited and its 
subsidiaries as at 31 December 2007 (‘the Group’). 

 

- 11 - 



iiNet Limited 
Financial Report for the Half-Year Ended 
31 December 2007 
 

- 12 - 

3.   SEGMENT INFORMATION 

 FOR THE HALF YEAR ENDED 31 DECEMBER 2007

The primary reporting format for the group is geographical segments

Geographical segment
The following table presents revenue and profit information for geographical segments for the half years ended
31 December 2007 and 31 December 2006.

Discontinued 
Operations

Total 
Operations

Australia New Zealand Total New Zealand
$ $ $ $ $

Half Year Ended 31 December 2007

Revenue
Sales to external customers 114,084,026     -                     114,084,026     -                     114,084,026     
Other revenue from external customers 2,389,133         -                     2,389,133         -                     2,389,133         
Other revenue -                       -                     -                       -                     -                       
Inter-segment sales -                       -                     -                       -                     -                       
Total segment revenue 116,473,159     -                     116,473,159     -                     116,473,159     

Inter-segment elimination -                       -                     -                       
Unallocated revenue 656,832            -                     656,832            
Total consolidated revenue 117,129,991     -                     117,129,991     

Result
Segment result 16,936,190       (2,440,085) 14,496,105       -                     14,496,105       

Unallocated expenses/income (24,591) - (24,591)
Net profit/(loss) before income tax 14,471,514 - 14,471,514

Half Year Ended 31 December 2006

Revenue
Sales to external customers 109,048,619     -                      109,048,619     8,672,493       117,721,112     
Other revenue from external customers 4,075,710         -                      4,075,710         -                      4,075,710         
Other revenue 241,355            -                      241,355            25,087            266,442            
Inter-segment sales -                       -                      -                       -                      -                       
Total segment revenue 113,365,684     -                      113,365,684     8,697,580       122,063,264     

Inter-segment elimination -                       -                      -                       
Unallocated revenue 350,983            47,311            398,294            
Total consolidated revenue 113,716,667     8,744,891       122,461,558     

Result
Segment result 4,557,487         -                      4,557,487         5,655,390       10,212,877       

Unallocated expenses/income (1,968,082) - (1,968,082)

Continuing Operations

Net profit/(loss) before income tax 2,589,405         5,655,390       8,244,795         
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4.   REVENUE, INCOME AND EXPENSES 

 CONSOLIDATED 

 
Half-year ended 

31 December 2007 
$ 

Half-year ended
31 December 2006

$
CONTINUING OPERATIONS  

   i. Other revenue  
Interest 656,832 350,983
Other  - 241,355
 656,832 592,338

   ii. Other income  
Stamp Duty determination 1,994,392 -
Other  124,880 -
 2,119,272 -

 iii. Depreciation and amortisation   
Depreciation of plant and equipment 6,672,927 6,567,623
Amortisation of  

Subscriber acquisition costs 2,922,568 2,051,765
Capitalised development costs 910,245 738,595

 10,505,740 9,357,983
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5.   DISCONTINUED OPERATIONS 

On 9 October 2006, the Company announced to the ASX that it had agreed to the sale of 100% of the shares in 
its New Zealand subsidiary ihug Limited to Vodafone New Zealand. The sale was completed on 24 October 
2006 at which time control of the business passed to the acquirer. Under the terms of the sale agreement, all 
profits arising from the operation of the business from 30 September 2006 were to the account of the purchaser. 
ihug Limited operated in the New Zealand geographic segment of the business.  

The results of the discontinued operations for the year until disposal are presented below. 

 
Half-year ended 

31 December 2007 
$ 

Half-year ended
31 December 2006

$
  
Revenue - 8,744,891
Cost of sales and services rendered - (8,105,783)
Profit/(Loss) before tax from discontinued operations - 639,108
Gain on disposal  5,016,282
Tax (expense)/benefit:  

Related to pre-tax profit - (215,975)
Profit/(Loss) after tax from discontinued operations - 5,439,415

 
Details of the disposal of ihug Limited are as follows: 

 24 October 2006
$

Assets 
Intangibles 27,117,667
Property, plant and equipment 1,809,849
Trade and other receivables 2,018,918
Cash and cash equivalents 2,373,994
Inventory 95,388
Prepayments 1,596,894
Deferred tax asset 1,034,512
 36,047,222
Liabilities 
Trade and other payables (5,567,379)
Unearned revenue (705,797)
Provisions (196,110)
Deferred tax liability (776,817)
 (7,246,103)
Net assets attributable to discontinued operations 28,801,119
 
Consideration received or receivable 35,966,627
Less: cash transaction costs (1,360,597)
Net disposal consideration 34,606,030
Less: net assets disposed of (28,801,119)
Less: net consolidated liabilities assumed (1,118,045)
Add: write-back of share based payments reserve 105,345
Add: write-back of foreign exchange gains and losses reserve 224,071
Gain on disposal before income tax 5,016,282
Income tax expense -
Gain on disposal after income tax 5,016,282
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