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7. SEGMENT REPORTING 

The consolidated entity operates in the Telecommunications industry in the geographical locations of Australia 
and New Zealand. 

 
Australia (continuing 

operations) 
New Zealand (discontinued 

operations) Total operations 
Half-year 
ended 
31 December 2006 2005 2006 2005 2006 2005
 $ $ $ $ $ $
Revenue    
Rendering of 
services 109,048,619 99,375,759 8,672,493 16,210,396 117,721,112 115,586,155
Sale of goods 4,075,710 3,556,764 - - 4,075,710 3,556,764
Other 
revenue 241,355 188,497 25,087 203,775 266,442 392,272
Total 
segment 
revenue 113,365,684 103,121,020 8,697,580 16,414,171 122,063,264 119,535,191
Unallocated 
income and 
eliminations  398,294 510,856
Total income 113,365,684 103,121,020 8,697,580 16,414,171 122,461,558 120,046,047
Result    
Segment 
results 4,557,487 4,162,747 5,608,079 (207,700) 10,165,566 3,955,047
Profit/(loss) 
before 
income tax, 
finance costs 
and finance 
revenue 4,557,487 4,162,747 5,608,079 (207,700) 10,165,566 3,955,047
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8. CONTINGENT LIABILITIES AND CONTINGENT ASSETS 
i. Contingent liabilities 

Under the self assessment provisions and following the receipt of professional advice, certain costs relating to 
the acquisition of subscriber bases were claimed as deductions for income tax purposes for the years ended 30 
June 1998 to 2001. The Australian Taxation Office (ATO) has disputed the deductibility of these costs but has 
confirmed the Company has a reasonably arguable case. However, as at the date of this report the issue remains 
unresolved and there is a potential liability to associated general interest charges payable totalling $1.054 
million, which have been fully provided for. 

ii. Contingent assets 

On 25 November 2005, through its 100% owned subsidiary Chime Communications Pty Ltd, iiNet lodged an 
access dispute with the ACCC over the price Telstra charges iiNet for connection to and use of Line Sharing 
Services (LSS). On 21 December 2006, the Australian Competition and Consumer Commission (“the ACCC”) 
issued an interim determination; 

• dictating a reduction in the price charged for use of LSS from $9.00 per month per line to $3.20 
per month per line, 

• dictating a reduction in the LSS connection charge, and 
• providing for the recoupment of LSS connection and usage charges previously levied at the 

higher price. 

During the intervening period Telstra unsuccessfully appealed to the Australian Competition Tribunal (“the 
Tribunal”) on an ACCC decision to reject Telstra’s 2004 access undertaking for a $9.00 per month per line LSS 
charge. The Tribunal’s June 2006 decision confirmed that Telstra’s proposed LSS annual charge was not 
reasonable. 

Summary of contingent asset 
At 

31 December 2006 
$000’s 

At
31 December 2005

$000’s
i. LSS usage charges 7,205 -

ii. LSS connection charges 1,760 -
 8,965 -

i. LSS usage charges 

On the basis that the $3.20 per month per line LSS usage charge applies from the date iiNet lodged its access 
dispute, the recoupment of excess LSS usage charges is expected to be approximately $7.2 million. This matter 
will be resolved as part of the ACCC’s final determination which they have stated will be made by 31 March 
2007. 

ii. LSS connection charges 

On the basis that the LSS connection charge applies from the date iiNet lodged its access dispute, the 
recoupment of excess LSS connection charges is expected to be approximately $1.8 million. This matter will be 
resolved as part of the ACCC’s final determination which they have stated will be made by 31 March 2007. 
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9. EVENTS AFTER THE BALANCE SHEET DATE 

i. On 19 February 2007, the directors of iiNet Limited declared a final interim dividend on 
ordinary shares in respect of the December 2006 half-year. The total amount of the 
dividend is $1,256,050 which represents a fully franked dividend of 1.0 cents per share. 
The dividend has not been provided for in the 31 December 2007 half-year financial 
statements. 

ii. In January 2007, the Company made a voluntary payment of $5 million over and above 
its scheduled commitments against its existing debt facility. 
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DIRECTORS’ DECLARATION 

In accordance with a resolution of the directors of iiNet Limited, we state that: 

In the opinion of the directors: 

a. the financial statements and notes of the consolidated entity are in accordance with the 
Corporations Act 2001, including: 

i. giving a true and fair view of the financial position as at 31 December 2006 and the 
performance for the half-year ended on that date of the consolidated entity; and 

ii. complying with Accounting Standard AASB 134 “Interim Financial Reporting” and the 
Corporations Regulations 2001; and 

b. there are reasonable grounds to believe that the company will be able to pay its debts as and 
when they become due and payable. 

On behalf of the Board 

 

M.M. Malone  `   P.C. Harley 
Managing Director    Chairman 
Perth, WA     Perth, WA 
19 February 2007    19 February 2007 
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Liability limited by a scheme approved under  
Professional Standards Legislation. 

 
 
 
To the members of iiNet Limited 
 
Report on the Half-Year Financial Report 
 
We have reviewed the accompanying half-year financial report of iiNet Limited and the entities it controlled 
during the half-year, which comprises the condensed balance sheet as at 31 December 2006, and the 
condensed income statement, condensed statement of changes in equity and condensed cash flow statement 
for the half-year ended on that date, a statement of accounting policies, other selected explanatory notes and 
the directors’ declaration. 
 
Directors’ Responsibility for the half-year Financial Report 
 
The directors of the company are responsible for the preparation and fair presentation of the half-year 
financial report in accordance with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Corporations Act 2001. This responsibility includes designing, implementing and 
maintaining internal controls relevant to the preparation and fair presentation of the half-year financial 
report that is free from material misstatement, whether due to fraud or error; selecting and applying 
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 
 
Auditor’s Responsibility 
 
Our responsibility is to express a conclusion on the half-year financial report based on our review. We 
conducted our review in accordance with Auditing Standard on Review Engagements ASRE 2410 “Review 
of an Interim Financial Report Performed by the Independent Auditor of the Entity”, in order to state 
whether, on the basis of the procedures described, we have become aware of any matter that makes us 
believe that the financial report is not in accordance with the Corporations Act 2001 including: giving a true 
and fair view of the consolidated entity’s financial position as at 31 December 2006 and its performance for 
the half-year ended on that date; and complying with Accounting Standard AASB 134 “Interim Financial 
Reporting” and the Corporations Regulations 2001 and other mandatory financial reporting requirements in 
Australia. As the auditor of iiNet Limited and the entities it controlled during the half-year, ASRE 2410 
requires that we comply with the ethical requirements relevant to the audit of the annual financial report. 
 
A review of a half-year financial report consists of making enquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. A review is 
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and 
consequently does not enable us to obtain assurance that we would become aware of all significant matters 
that might be identified in an audit. Accordingly, we do not express an audit opinion. 
 
Independence 
 
In conducting our review, we have complied with the independence requirements of the Corporations Act 
2001.  We have given to the directors of the company a written Auditor’s Independence Declaration, a copy 
of which is included in the Directors’ Report. In addition to our review of the financial report, we were 
engaged to undertake other services. The provision of these services has not impaired our independence. 
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Conclusion 
 
Based on our review, which is not an audit, we have not become aware of any matter that makes us believe 
that the interim financial report of iiNet Limited and the entities it controlled during the half-year, is not in 
accordance with: 
 
(a) the Corporations Act 2001, including: 

(i) giving a true and fair view of the consolidated entity’s financial position as at 31 December 
2006 and of its performance for the half-year ended on that date; and 

(ii) complying with Accounting Standard AASB 134 “Interim Financial Reporting” and the 
Corporations Regulations 2001; and 

(b) other mandatory financial reporting requirements in Australia. 
 

 
 
Ernst & Young 
 

 
 
G H Meyerowitz 
Partner 
Perth 
 
19 February 2007 
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