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Melbourne IT reports revenue of $104.4m and EBIT of $9.3m in H1 09 
Board declares 7 cent fully-franked interim dividend 
 

- Forecast H2 09 to outperform H1 09 results 
- Profitability in H1 09 impacted by gross margin pressures, investments in DBMS integration, systems 

enhancements, delays in finalising some significant contracts, Advantate JV start up costs and higher 
amortisation costs 

-  OPEX reductions already in place and elimination of non-recurring costs will result in $500k/month 
savings through the 2nd half 

- Forecast full year 2009 EBIT to be flat by comparison with 2008 
 
 

Melbourne IT Group Consolidated Results: 
    H1 09  H1 08 
  Revenue  21%  $104.4m  $86.6m 
  EBITDA    9%  $13.9m  $15.3m 
  EBIT  20%  $9.3m  $11.6m 
  NPAT  20%  $6.3m  $7.8m 
  Basic EPS  20%  8.0¢  10.1¢ 
  Interim Dividend Unchanged  7.0¢  7.0¢ 
  Operating Cash  41%  $8.1m  $13.7m 
  Deferred Gross Margin  16%   $30.9m  $26.8m 
Figures include VeriSign DBMS contribution from 1 May and Advantate JV from 14 May 2008 onwards 
 
 
Melbourne IT Limited (ASX:MLB) today announced its financial results for the half year ended 30 June 2009, 
reporting a 21% increase in revenue to $104.4m and earnings before interest and tax (EBIT) of $9.3m, a decline 
of 20% against the first half of 2008.  Net profit after tax (NPAT) for the period was down 20% to $6.3m.   
 
“The global trading environment has presented our company with challenges in local and international markets.  
Notwithstanding these challenges, we have achieved another profitable half for our shareholders and are 
confident that we can outperform this result in the second half of 2009.  As previously advised, profitability in the 
first half of 2009 was lower than for the same period last year due to one-off investments in the integration of 
DBMS and the IWS transformation project and our ongoing support of the Advantate joint venture” said Mr Theo 
Hnarakis, Melbourne IT CEO and Managing Director. 
 
Mr Hnarakis added ”Although our first half has been a tough trading period with customers postponing spending, 
downsizing domain portfolios and further pricing pressure on domains and low end hosting packages, we believe 
that we have now weathered the worst of it and there are signs of some markets beginning to turn upwards again.  
We have responded by aggressively adjusting our cost base, reducing our cost of goods sold and renegotiating 
supplier contracts to ensure we have an improved profit performance in the second half of 2009”. 
 
“Consequently, we maintain our view that we can match our EBIT performance of 2008 for the full year, although 
we expect that NPAT may be slightly down given the impact this year of interest paid on the debt raised to fund 
the DBMS acquisition last year”.



“Given our full year expectations on profit, the Board has declared a fully-franked interim dividend of 7 cents, 
the same as for the first half of last year.”  
 
Basic earnings per share was down 20% to 8.0 cents against the previous corresponding period.  Operating 
cash was down 41% to $8.1m reflecting interest payments, lower earnings and the changing nature of 
Melbourne IT from a domains business where many payments are received a year or more in advance to an 
IT Services business with a higher proportion of billings paid monthly or on account.  A strong indicator that 
our sales channel is still in good shape was the rise in deferred revenue which was up 10% to $57.8m and the 
improvement in deferred gross margin which was up 16% half on half to $30.9m.  
 
As a result of the DBMS acquisition in May 2008, Melbourne IT’s external debt balance was $67.1m at 30 
June 2009.  This figure is lower than the $79.6m reported at 31 December 2008 due to the retirement of $1.2m 
in debt during the period and favourable changes in the US dollar exchange rate.  This debt facility is serviced 
by US dollar revenues and earnings, which move in line with the US dollar exchange rate. The company’s 
cash balance at 30 June 2009 was $25.0m, leaving net debt of $42.1m.   
 
“We continue to invest in improving our infrastructure to ensure we are prepared for the next phase of growth 
once market conditions stabilise again.  Both B&C and C&G have suffered from customer churn during the half 
following some service outages earlier this year and this has impacted their results.  Short-term service 
improvements have been made and we will be making further investments throughout the next 12 months to 
help to ensure the future scalability and stability of our infrastructure,” Mr Hnarakis said. 
 
Business & Consumer Division 
The Business & Consumer (B&C) division reported a static revenue result of $21.5m for the half, with its 
contribution margin down 16% to $5.0m.  
 
“The B&C result has been impacted by gross margin contraction in domains and shared hosting products due 
to market discounting.  This result has also been affected by customers choosing monthly plans over yearly 
products and some customer churn from service outages under our WebCentral brand.  The Melbourne IT and 
Domainz brands have remained stable and we continue to focus on enhancing our eBusiness Centre 
capabilities to drive future sales growth.  We have also released eight new products in this division during the 
half, enhancing the breadth of online tools we offer our SMB customers,” Mr Hnarakis said. 
 
Global Partner Solutions Division (formerly Reseller) 
Melbourne IT’s Global Partner Solutions division achieved 16% growth in revenue to $35.2m in the first half.  
Contribution margin for this division was up 12% to $4.0m.  These results reflect the benefit of foreign 
exchange movements and the foreign exchange caps and collars that were put in place at the beginning of 
this year, which will continue to contribute to results in this division for the balance of 2009.  
 
Digital Brand Services  
Results for the Digital Brand Services (DBS) division reflect contributions from the acquisition of DBMS in May 
2008.  For the first half of 2009, revenue in DBS was up 80% to $29.3m.  On a normalised basis, despite the 
current economic conditions, the DBS division still grew revenue by 3% on the second half of 2008 which had 
the full six months of DBMS contribution. The first half contribution margin, however, was down 18% to $1.5m 
due to investments in the integration of DBMS, the distraction of sales staff being focused on integration 
functions  and some international customers reducing or deferring expenditure due to economic conditions.   
 
“With the integration of DBMS largely behind us, we are now focussed on up-selling opportunities within our 
extensive global client base.  We are leveraging our digital brand protection and promotion expertise to assist 
our clients to optimise the performance of their brands online.  In the first half, DBS gained more than 75 new 
clients including Twitter, Coca-Cola Amatil (Asia), Australian Unity, Société Générale and Warner Music 
Australia.” 
 



Corporate & Government 
The Corporate & Government (C&G) division achieved $12.2m in revenue for the half, a decline of 10% 
against the same period last year.  
 
This division has had a challenging six months with some clients delaying or reducing expenditure due to the 
economic conditions and higher than expected customer churn due to some service delivery failures 
experienced earlier this year.  As a result, contribution margin was down markedly to $0.3m.   
 
“Although C&G has had a difficult first half, we have begun to see some encouraging signs. Our sales pipeline 
is in good shape, we are now seeing clear signs that customers are re-engaging to commence previously 
postponed projects and at the end of June 2009, we signed a new three year contract with the Queensland 
Department of Education & Training worth $23.6m, for a full refresh of the Managed Internet Service that 
supports the State’s 1,350 public schools,” Mr Hnarakis said. 
 
ForTheRecord 
Notwithstanding some delays in finalising some contracts that had been expected, ForTheRecord (FTR) 
achieved 26% growth in revenue for the half to $5.8m and a more than three-fold increase in contribution 
margin to $1.1m.    The division is leveraging strategic relationships to develop new business in Eastern 
Europe, the Middle East and Latin America. 
 
“We are pleased to see FTR deliver its best result since its acquisition in 2006, reflecting the significant 
rebuilding efforts of its management and staff over the past year and a half.  The launch of ‘TheRecord Online’ 
also signals a shift towards building an annuity revenue stream in this division.” 
 
Outlook 
 
“In the first half of 2009 we have delivered a profitable result for our shareholders in a very challenging global 
environment.  We are starting to see some encouraging signs across our business and expect to outperform 
not only our first half result, but also the second half 2008 result in the second half of 2009.  We expect EBIT 
to be in line with the 2008 results and NPAT and EPS to be slightly down for the full year due to interest 
payments on debt from the DBMS acquisition.” 
 
“We will continue to focus on managing the fundamentals of our business and maintaining disciplined cost 
control. Our second half of 2009 should show that integration costs relating to DBMS will be substantially lower 
by $1.5m, Advantate losses will reduce from $500k to $200k and IWS project cost savings of $500k in addition 
to general operational cost savings will help offset the impact of eroding margins in domains and shared 
hosting. We are confident that the net impact of these measures should yield at least $500k savings per month 
during the second half,” Mr Hnarakis said. 
 
Mr Hnarakis concluded “Although we are operating in challenging times, we are firmly focused on the future 
and preparing Melbourne IT for its next phase of growth once market conditions stabilise.  M&A will take a 
back seat while we invest in innovation and developing our infrastructure and systems to improve our business 
scalability and customer experience.  Melbourne IT has a history of weathering the business cycles and we will 
continue to leverage our size, our scale, our expertise in the internet and our brand to drive profitable growth.”   
 
 
 
 



About Melbourne IT 
Melbourne IT Limited (ASX:MLB) is a world leader in the supply of innovative and scalable online solutions, 
including digital brand management, critical hosting, messaging and collaboration and domain name 
management services to organisations of all sizes, from small businesses to major international enterprises 
globally. Melbourne IT was listed on the Australian Stock Exchange in 1999 and has a network of 18 offices 
across 10 countries around the world. 
www.melbourneit.com 
 
 
For further information: 
 
Monique Roberts    Marjorie Johnston 
GM, Corporate Communications    Melbourne IT PR Consultant  
Melbourne IT     on 0407 329 430 
on 0412 879 360    marjorie.johnston@melbourneit.com.au  
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To the members of Melbourne IT Limited 

Report on the Half-Year Financial Report 
We have reviewed the accompanying half-year financial report of Melbourne IT Limited, which comprises the 
balance sheet as at 30 June 2009, and the statement of comprehensive income, statement of changes in equity 
and cash flow statement for the half-year ended on that date, other selected explanatory notes and the directors’ 
declaration of the consolidated entity comprising the company and the entities it controlled at the half-year end 
or from time to time during the period. 

Directors’ Responsibility for the Half-Year Financial Report  
The directors of the company are responsible for the preparation and fair presentation of the 30 June 2009 
financial report in accordance with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Corporations Act 2001. This responsibility includes establishing 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 Interim and 
Other Financial Reports 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 30 June 2009 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 . As the auditor of Melbourne IT 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 
attached to the Directors’ Report.    
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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 half-year financial report of Melbourne IT Limited is not in accordance with the Corporations Act 2001, 
including: 

i) giving a true and fair view of the consolidated entity’s financial position as at 30 June 2009 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. 

 

 
 
Ernst & Young 
 

 
 
Joanne Lonergan 
Partner 
Melbourne 
Date:  25 August 2009 
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Auditor’s Independence Declaration to the Directors of Melbourne IT 
Limited 
 
In relation to our review of the financial report of Melbourne IT Ltd for the half-year ended 30 June 2009, to the 
best of my knowledge and belief, there have been no contraventions of the auditor independence requirements 
of the Corporations Act 2001 or any applicable code of professional conduct. 
 

 
 
Ernst & Young 
 

 
 
Joanne Lonergan 
Partner 
Melbourne 
Date:  25 August 2009 
































