
 

 

 
 
 
 
 

MEDIA RELEASE 
 

Melbourne IT Announces First Half Results and Management Restructure 
 

Theo Hnarakis signals intention to step down as CEO & Managing Director of Melbourne IT once suitable 
replacement found 

 

 

Melbourne IT Group Consolidated Results – Half ending 30 June 2013: 
 

  H1 2013 H1 2012^ 

Revenue* -9% $51.3m $56.6m 

EBITDA* -3% $3.7m $3.8m 

EBIT* 4% $2.5m $2.4m 

NPAT* 18% $3.9m $3.3m 

Net Gain on Sale of Businesses N/A $66.4m $2.5m 

Statutory NPAT 1,109% $70.3m $5.8m 

Operating Cash* -49% $5.9m $11.6m 

Special Dividend (Paid 22 August) N/A 25¢ - 

Net Cash at Bank# - $112.0m -$20.8m 

* Continuing operations ^ Restated continuing operations only H1 2012 
# Includes $15.25m DBS escrow amount and $1.5m FTR cash position at 30 June 2013 Figures may not total exactly due to rounding 

 

 
MELBOURNE, Australia – 27 August 2013 – Melbourne IT (ASX: MLB) today announced its half year results 
for the six months ending 30 June 2013, with its continuing operations reporting an 9% year-on-year 
decrease in revenue to $51.3 million and earnings before interest and tax (EBIT) of $2.5 million, up 4% year-
on-year.  The company also announced Management changes to reflect the next stage of Melbourne IT’s 
evolution, with CEO & Managing Director, Theo Hnarakis, intending to step down later in 2013 once a 
suitable replacement is found and an effective handover has been completed. 
 
The three stated objectives of the Strategic Review which the company has been undertaking over the past 
nine months have been to unlock the intrinsic value of the business, deliver benefits to shareholders and 
create a simpler, more focused company which would be well positioned for future success.  The Board 
believes the Review is now well on the way to achieving these objectives. 
 
The sales of the Digital Brand Services and ForTheRecord divisions for a total $158.8 million resulted in a 
net gain on sales of $66.4 million in the first half, contributing to a statutory net profit after tax (NPAT) 
result of $70.3 million during the reported period.  In meeting our goal of unlocking shareholder value, 
Melbourne IT paid a special 75% franked dividend of 25 cents on the 22nd of August, and is in the process of 
reviewing a range of measures to provide a further capital return to shareholders. 
 
“We believe SMB Solutions and Enterprise Services have the ingredients for success and significant 
opportunities for growth with continued strong demand for web services.  The SMB and ES businesses 



 

 

are a natural fit together, and the reduced complexity and simplified structure of the business now that 
DBS and FTR have been sold provides better focus and clearer capital allocation options,” Mr Hnarakis 
said. 
 
“Melbourne IT will continue to invest in systems, people, products, marketing and potentially non-
organic growth initiatives around the remaining core businesses to drive ongoing shareholder value 
creation,” he said. 
 
Melbourne IT Chairman, Simon Jones, said the Board remained committed to the SMB and ES 
businesses and that the restructuring process to provide the basis for this continued investment has 
begun. 
 
“The return to a more focussed, nimble and principally domestic business will require the central 
overhead of the company to be brought into line with Melbourne IT’s new size and structure.  The 
Board and Theo Hnarakis have discussed this process and mutually decided that, after 11 years as CEO 
& Managing Director, Theo will step down from his role at a date to be determined later in 2013,” Mr 
Jones said. 
 
“Additional members of the senior leadership team will also step down before the end of this year as 
part of this process given the reduction in support requirements and the need to remove stranded 
overheads coming after the sale of DBS and FTR.  These individuals have all made a meaningful 
contribution to Melbourne IT’s success over the period of their time with the company.  In addition, 
Andrew Walsh has advised that he will step down from the Board at the end of the month following his 
decision not to seek re-election at the AGM,” he said. 
 
“The Board will be conducting a review of suitable candidates to replace Theo as CEO and expects to be 
in a position to make an announcement in the near future.  Melbourne IT will continue to be in safe 
hands given the talented group of key executives such as Chief Financial Officer, Peter Findlay, the Chief 
Technology Officer, Bruce Tonkin, and the executives in charge of the SMB and ES Divisions, Doug 
Schneider and Peter Wright.  This quality management team will not only ensure continuity of many of 
the initiatives already commenced but also be able to help chart the future growth of the company.” 
 
H1 2013 Results Review 
 
SMB Solutions recorded first half revenue of $38.2 million, down 10% year-on- year, and contributed 
EBIT of $5.1 million, down 14% year-on-year.  The decline in revenue and EBIT was primarily driven by 
lower domain name registrations from both direct sales and partners early in the year, with decreased 
domain registration volumes having a knock-on effect of lowering hosting sales.   
 
By the end of the half this decline had bottomed out, however, with the SMB Division’s monthly 
revenue trend now consistently holding within the $6.3 million - $6.5 million range.  Investments in new 
products and improving the customer experience began having a positive impact late in the first half 
and should deliver further benefits in H2 2013 and beyond. 
 
Enterprise Services’ first half revenue and EBIT results were negatively impacted by a decline in one-off 
government project revenue and legacy product churn.  ES revenue in H1 2013 was $12 million, down 
13% year-on-year from $13.8 million, while EBIT contribution was $0.4 million, down 69% year-on-year 
from $1.3 million. 
 
Non-government total contract value for the period was $8.2 million, up 71% year-on-year, with 
significant new customer wins as a result of key partnerships with technology leaders.  One hundred 
and forty-seven new contracts were signed and 21 new customers acquired in H1 2013, compared to 82 
contracts and six new customers in H1 2012.  Further evidence of the growing success of the Division’s 
new managed cloud strategy is expected in the second half. 



 

 

 
Whilst SMB and ES EBIT contribution was down on H1 2012 these divisions are expected to show 
improvement in the second half. 
 
The sale of DBS and FTR has significantly changed and narrowed the scope of the Transformation 
project and as a result, the Board has elected to write down the carrying value of the project and a non-
cash impairment charge of $12 million is included in the calculation of the net gain on sales.  The 
expected carrying value of the asset for depreciation purposes from 2014 is $9.8 million. 
 
The remainder of the Transformation project is on budget and expected to be completed by the end of 
2013 with existing customers migrated to the new systems in 2014.  Group EBIT for continuing 
operations was $2.5m, including -$0.5m in operational costs for the Transformation project.  
 
 
Outlook 
 
A restructure of operations in line with Melbourne IT’s reduced scale aims to lower operating costs by 
$6.5 million in FY 2014.  The savings will primarily come from reductions in labour costs ($4.5 million), 
most of which is related to streamlining the senior executive team and the conclusion of the 
Transformation project.  A project to migrate 90% of Melbourne IT’s existing technology infrastructure 
to cloud-based systems, beginning 2014, is also expected to save the company $3-4 million per annum 
from 2016. 
 
The company will continue to invest in new products and services, with marketing to support these 
products to double in 2014.  In addition, the new systems delivered by the Transformation program – 
including cost savings and improved efficiencies – will begin to provide positive benefits from 2014. 
 
“As outlined at the AGM, we look to 2014 as the first year where we believe the real fruits of our work 
on systems, product and new marketing initiatives will bear fruit.  We will provide clearer guidance as 
2014 approaches,” Mr Jones said. 
 
“In addition, the Board continues to evaluate the company’s future capital requirements and is 
exploring Melbourne IT's scope to return further cash – which the Board considers excess to the group's 
ongoing business needs – to shareholders.  Melbourne IT has commenced the process of seeking a Class 
Ruling from the Australian Taxation Office confirming the tax consequences for shareholders of 
returning further cash by way of a return of capital. 
 
“Details on the proposed return of capital will be provided once discussions with the Australian 
Taxation Office have progressed further.  The Board and management are working towards a potential 
EGM to approve a return of capital during November 2013, however timing will be subject to final 
receipt of an ATO Class Ruling.  We will update shareholders once we receive that ruling.”  
 
Following the special dividend of 25¢ paid to shareholders on August 22, the Company will not be 
declaring a first half dividend. 
 
CEO & Managing Director Stepping Down 
 
Mr Hnarakis joined Melbourne IT in 2000, and was appointed CEO in November 2002.  He was 
subsequently invited to take a seat on the Board as Managing Director in September 2003. 
 
“Theo has been a significant leader for this business for more than a decade and during that time took 
Melbourne IT from being an up-and-coming Australian domains company to become a global, diversified 
internet services leader.  In particular, the development of DBS into a global thought leader on digital 
brands stands out as one of his most significant achievements,” Mr Jones said. 



 

 

 
“When Theo took charge of the business in late 2002, Melbourne IT was facing uncertainty following the 
loss of the company’s position as the sole licensee for the .au domain, and it posted a $5 million loss.  After 
12 months in the role, Theo delivered his first of ten straight years of profits.  During his tenure as CEO, 
shareholders have enjoyed an annualised total shareholder return of 40% per year,” he said. 
 
“His achievements have been considerable, and he will leave our company with a number of meaningful 
growth opportunities, having established a very capable team which will help our company navigate the 
next era of growth for our shareholders and staff.  The Board of Melbourne IT would like to thank Theo for 
his exceptional contribution, huge energy and passion for the business.” 
 
ENDS. 
 
About Melbourne IT 
Melbourne IT (ASX: MLB) helps organizations of all sizes to successfully conduct business online.  Our complete 
portfolio of Internet-based technology services drives business effectiveness and profitability for more than 400,000 
customers. 
 
The breadth of Melbourne IT’s offering extends from helping small businesses build an online presence through to 
designing and managing the complex web environments of large enterprises and governments. 
 
Melbourne IT’s culture of integrity, innovation, collaboration and customer centricity has been built by more than 400 
employees across Australia and New Zealand.  For more information, visit www.melbourneit.info. 
 
Media contacts: 
 
Tony Smith 
Melbourne IT 
+61 7 3230 7525 
tony.smith@melbourneit.com.au 

http://www.melbourneit.info/
mailto:tony.smith@melbourneit.com.au























































