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Paul Reynolds chief executive

dear shareholder 

despite the challenges of a slowing economy 
telecom is making good progress and meeting its 
commitments, as we again delivered a result in line 
with guidance at our half year results. 

the key financials of adjusted earnings before interest, taxation, 

depreciation and Amortisation (ebitdA), capital expenditure, and net 

profit After tax (npAt) were all on track. 

A strong management focus on cost control ensured earnings remained 

relatively resilient despite the slowing economy. the tight focus on 

cost management was reflected in some key decisions made during 

the quarter, such as the closure of ferrit, which will save the business 

$1m a month, a salary freeze for our senior leaders, and the proposal to 

off-shore some 250 new Zealand, and 350 Australian, contact centre 

and back office roles over the next 18 months. in addition, we have put 

in place a best practice procurement model, and reduced consultancy 

spend by $5m.

At the same time as we are closely managing our operational costs, our 

investment for growth continues, with capital expenditure of $632m 

during the half year. 

We remain committed to delivering world-class mobile, broadband and 

ict services, which will be important foundations for the future growth 

of telecom and of new Zealand.

A key milestone was reached during the second quarter when we 

launched inbound roaming on our W850 network, a significant step on 

the way to the launch of new Zealand’s largest and fastest 3G mobile 

network, which is on track for June. 

CEO’s report

INTRODUCTION
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A major focus for the rest of the year will be on ensuring the successful 

launch of this network and delivering for our customers the latest and 

greatest devices, with better coverage and leading-edge applications and 

services, all delivered via simple pricing plans.

the fibre-to-the-node (fttn) programme is making excellent progress, 

delivering average attainable broadband speeds of 13mbps to customers 

on the new cabinets, and the fixed line transformation is expected to 

see the first customers on our next generation fixed line network by the 

end of the year.

Growth rates in broadband and mobile are slowing as both markets 

become increasingly penetrated and we see some impact of economic 

downturn. however, it is pleasing to see that, despite this, retail 

broadband connections returned to growth during the quarter following 

the success of new marketing campaigns, and we saw strong pre-paid 

mobile sales over the christmas period.

it is also encouraging to see continued growth in the mobile data 

market, indicating a strong demand for mobile data services both on our 

current cdmA network and the new range of applications and services 

we will deliver over our W850 network.

progress has been made on several regulatory issues, including mobile 

co-location and sub-loop unbundling and we have submitted our 

Undertaking on mobile termination rates.

telecom is on track and meeting its commitments and we are well 

positioned to deliver more milestones in the second half of the year.  

We will provide further update on our performance with our Q3 results 

in may.
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overview of group results
A breakdown of reported group results is shown in the table below.  

Six monthS ended 31 december (nZ$m)

2008 2007 chAnGe %

operating revenue and other gains 2,837 2,827 0.4

expenses (2,054) (1,892) 8.6

Adjusting items (101) - nm

ebitdA 783 935 (16.3)

Adjusted ebitdA 884 935 (5.5)

net earnings 163 397 (58.9)

Adjusted net earnings 254 397 (36.0)

Adjusted diluted epS 13 21 (38)

operating revenues and other gains totalled $2,837m in the first half (h1 

fY09), compared to $2,827m in the six months ended 31 december 2007 

(h1 fY08).

expenses increased 8.6% in the quarter.  Within this increase labour costs 

of $468m were $31m higher than h1 fY08 due to cost inflation, additional 

customer demand in Gen-i, the establishment of chorus, and the impact of 

foreign exchange rate movements in AApt.  the fY09 increase was all in the 

first quarter, with the second quarter labour costs being less than Q2 fY08.

Adjusting items of $101m comprise of $33m of the impairment of GSm 

mobile equipment relating to the decision to upgrade to W850 mobile 

technology, and a $68m write-off of goodwill relating to powertel, as its 

carrying value was no longer supported by forecast earnings.  

ebitdA of $783m was 16.3% lower in h1 fY09 when compared to h1 

fY08 ebitdA of $935m. this was largely driven by declines at AApt, retail 

and chorus as well as a $33m impairment charge on mobile network 

assets and an impairment of $68m relating to the Australian operations as 

discussed above.  

Adjusted ebitdA of $884m was 5.5% lower in h1 fY09 and in line with 

expectations, reflecting the impact of regulation and competition.

Adjusted net earnings of $254m were 36% lower than h1 fY08 reflecting 

the decline in ebitdA, increased depreciation and interest costs, partially 

offset by lower income tax expense.

PERFORmANCE
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business unit performance
this is the second quarter of reporting telecom’s results based on 

telecom’s new organisational structure. telecom’s business units 

comprise chorus, retail, Wholesale & international, Gen-i, and AApt, 

supported by a corporate unit and a technology and Shared Services 

unit (‘t&SS’).  

the results by business unit incorporate internal trading as required by 

telecom’s operational separation Undertakings. 

An analysis of revenue and adjusted ebitdA by business unit is set 

out below. 

reVenUe  
Six monthS ended  

31 december

AdJUSted ebitdA  
Six monthS ended  

31 december

2008 
$m

2007 
$m

chAnGe 
%

2008 
$m

2007 
$m

chAnGe 
%

chorus 390 388 0.5 273 296 (7.8)

Wholesale & 
international

619 539 14.8 222 220 0.9

retail 1,002 1,069 (6.3) 371 406 (8.6)

Gen-i 761 720 5.7 237 247 (4.0)

AApt 598 641 (6.7) 38 44 (13.6)

t&SS 26 18 44.4 (250) (257) 2.7

corporate 45 53 (15.1) (7) (21) 66.7

eliminations (604) (601) 0.5 - - -

2,837 2,827 0.4 884 935 (5.5)

business unit results are further presented in the commentary 

that follows.
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chorUS
Chorus had another strong quarter. The fibre roll out is progressing 

well, with 214 cabinets installed at the end of December, 

bringing the total to 309. The number of customers receiving 

their broadband service from a fibre-fed cabinet has grown to 

approximately 24,000. 

the average broadband speed delivered over our network has also 

increased, with exchange-fed broadband improving from 5.1mbps in 

September 2008 to 5.7 mbps at the end of h1 fY09 and fttn average 

speeds improving from 9.3mbps in September to 10 mbps at the end of 

december 2008.

UcLL continues to grow strongly with 46 unbundled exchanges, 

primarily in Auckland, and three publicly launched UcLL operators. 

Access seekers are currently focusing on customer migrations but we 

expect further exchanges to be unbundled in the coming quarters.

our plans for the rest of the year include renegotiating the contracts 

with our service companies, which rolled over to June 09, stepping 

up the fttn roll out to around 100 cabinets per month, focusing on 

the fibre roll out for mobile networks and continuing to deliver on 

our Undertakings.

mark Ratcliffe chorus ceo 
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Six monthS ended  
31 december

QUArter ended  
31 december

2008 
$m

2007 
$m

chAnGe 
%

2008 
$m

2007 
$m

chAnGe 
%

Operating revenues and other gains

Local service 7 6 16.7 4 3 33.3

other operating 
revenue

7 3 133.3 3 2 50.0

internal revenue 376 379 (0.8) 185 189 (2.1)

390 388 0.5 192 194 (1.0)

Adjusted operating expenses

Labour 11 3 266.7 5 2 150.0

other operating 
expenses

105 88 19.3 50 43 16.3

internal expenses 1 1 - - - -

117 92 27.2 55 45 22.2

Adjusted EBITDA 273 296 (7.8) 137 149 (8.1)

full time 
equivalent (‘fte’) 
employee numbers

180 95 89.5 180 95 89.5

Key financials
 external revenues increased by $5m to $14m due to the sale to 

external customers of UcLL, co-location and backhaul services, 

partly offset by a reduction in sub-division revenues caused by the 

tightening of the economy.

 internal revenue decreased by $3m to $376m as access lines shift 

from retail and Wholesale to external customers and the internal 

revenues are replaced with external revenues.

 operating expenses increased by $25m to $117m as a result of the 

costs of running chorus in an operationally separated way, higher 

payments to field services companies and higher electricity and 

accommodation costs.

 As a result of operating expenses rising faster than revenues, 

adjusted ebitdA was down $23m at $273m. 
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WhoLeSALe & internAtionAL
Wholesale continues to experience access and broadband growth, 

however LLU take up and Wholesale competition also increased 

during the quarter.

We have been rising to this challenge by putting real focus on 

strengthening our technology, services and commercial customer 

value proposition, including confirming we will be launching the 

world’s fastest dSL technology, VdSL2, in the second quarter of this 

calendar year. 

during the quarter all required enforceable Undertakings commitments 

were met. We launched hSnS over copper and eUbA variant, as was 

indicated in Q1. this is the last of the eUbA variants required under the 

Std. this will allow service providers to offer a high quality Voip service 

combined with best efforts broadband. 

Looking forward, our focus will be to improve network performance and 

launch new products such as VdSL2 in Q4. this is part of our ongoing 

commitment to provide world-class Wholesale network services and 

to maintain our position as the pre-eminent wholesale provider in the 

new Zealand market.

While telecom international continues to see margin squeeze from 

competitive activity, the demand for our internet and voice services 

remains strong. 

A review of the international business resulted in the termination of 

several low margin customers, and cost reduction will remain a key 

focus area.

matt Crockett telecom Wholesale & international ceo
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Six monthS ended  
31 december

QUArter ended  
31 december

2008 
$m

2007 
$m

chAnGe 
%

2008 
nZ$m

2007 
nZ$m

chAnGe 
%

Operating revenues and other gains

Local service 76 56 35.7 39 30 30.0

calling 181 134 35.1 100 65 53.8

interconnection 67 70 (4.3) 33 35 (5.7)

data 42 37 13.5 22 19 15.8

broadband and 
internet

42 30 40.0 21 16 31.3

other operating 
revenue

11 10 10.0 5 4 25.0

internal revenue 200 202 (1.0) 100 102 (2.0)

619 539 14.8 320 271 18.1

Adjusted operating expenses

Labour 28 22 27.3 15 11 36.4

intercarrier costs 268 223 20.2 142 108 31.5

other operating 
expenses

22 19 15.8 11 10 10.0

internal expenses 79 55 43.6 39 29 34.5

397 319 24.5 207 158 31.0

Adjusted EBITDA 222 220 0.9 113 113 -

full time 
equivalent (‘fte’) 
employee numbers

396 366 8.2 396 366 8.2

Key financials
 external revenues increased by $82m to $419m, mainly as a result 

of increases in calling, local service, broadband, internet and data 

revenues, helped in part by the effect of the fall in the new Zealand 

dollar on international revenues.

 internal revenues decreased by $2m to $200m because increased 

Wholesale revenues from retail and Gen-i relating to growth in 

broadband and data, were outweighed by decreased international 

revenues due to price reductions exceeding volume increases.

 operating expenses increased by $78m to $397m mainly as a result 

of higher intercarrier costs (partly due to the fall in the new Zealand 

dollar) and internal charges from chorus.

 As a result of similar increases in revenue and operating expenses, 

adjusted ebitdA increased by $2m to $222m. Wholesale ebitdA 

increased by 12% due to increased revenues reflecting Wholesale’s 

proactive approach to the market. international adjusted ebitdA 

was down 28% due to lower margins on intercarrier voice adjusted 

business and other pricing changes. 
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retAiL
Key highlights for the quarter was the reduction in customer churn, 

driven by our StreetFighter sales and marketing programme and the 

launch of new, better-value bundles, such as Total Home, resulting 

in strong Christmas sales despite the economic conditions.

the Streetfighter initiative has been so effective at engaging customers 

and convincing them to remain with telecom, that it is now being 

incorporated as a part of our business-as-usual marketing activity. 

the broadband market continues to grow, however, at a slower rate, so 

for the rest of the year we will focus on improving broadband quality 

and value and continuing to prioritise reducing customer churn. We’re 

also working to radically improve our online presence to deliver a much 

better online experience for our customers.

the launch of W850 in June will be a pivotal moment for us and we are 

committed to delivering an outstanding experience at launch. 

We still expect to see a third mobile entrant this calendar year, however, 

we are confident we are delivering the right products and services 

to attract and retain customers. in particular, the high number of 

customers renewing their mobile contracts is a strong indication of our 

customers’ eagerness for the launch of our W850 network. 

A renewed focus in our retail stores has delivered higher sales 

conversion and higher value sales, which is helping offset lower foot 

traffic. We will also be launching 15 new retail locations prior to the 

W850 launch.

in Q3 we will expand the telecom business hub with the launch of new 

products, for small and medium enterprise customers, such as mobile 

ip centrex and hosted unified communications. these solutions will be 

aimed at addressing the rise in business customer churn resulting from 

increased competitor activity and the economic factors, affecting some 

business customers, such as business failures and cost saving initiatives.

Alan Gourdie telecom retail ceo 
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Six monthS ended  
31 december

QUArter ended  
31 december

2008 
$m

2007 
$m

chAnGe 
%

2008 
$m

2007 
$m

chAnGe 
%

Operating revenues and other gains

Local service 368 393 (6.4) 181 195 (7.2)

calling 190 214 (11.2) 94 106 (11.3)

mobile 278 302 (7.9) 141 153 (7.8)

data 13 13 - 7 6 16.7

broadband and 
internet

135 127 6.3 68 66 3.0

it services 9 9 - 5 5 -

other operating 
revenue

9 11 (18.2) 4 5 (20.0)

1,002 1,069 (6.3) 500 536 (6.7)

Adjusted operating expenses

Labour 83 84 (1.2) 41 42 (2.4)

other operating 
expenses

214 229 (6.6) 118 118 -

internal expenses 334 350 (4.6) 165 174 (5.2)

631 663 (4.8) 324 334 (3.0)

Adjusted EBITDA 371 406 (8.6) 176 202 (12.9)

full time 
equivalent (‘fte’) 
employee numbers

2,158 2,439 (11.5) 2,158 2,439 (11.5)

Key financials
 revenues decreased by $67m to $1.0b. Local service and calling 

revenues decreased by $49m due to reduction of access lines and 

call minutes, particularly in unbundled exchanges, subscription 

pricing plans and strong competition, partially offset by higher prices 

in local access. mobile revenues decreased by $24m due to lower 

voice ArpU and the reduction in roaming revenues following the 

closure of telstra’s cdmA network.

 operating expenses decreased by $32m to $631m. external 

expenses decreased by $16m, mainly because of lower mobile 

handset cost of sales and lower selling expenses. internal expenses 

decreased by $16m as well, because of a decline in charges from 

chorus reflecting a 7% decline in access lines, partially offset by the 

impact of increased broadband and data connection costs.

 As a result of revenues falling faster than operating expenses, the 

retail ebitdA reduced by $35m to $371m. 



INTRODUCTION PERFORMANCE FINANCIALS INQUIRIES

TELECOM HALF YEAR REPORT10

Gen-i
The Gen-i business model remains fundamentally strong and we 

are maintaining our brand preference and leadership position in 

key market segments. In Q2 Gen-i saw $310m of client contract 

deals completed, many of which came from extensions of existing 

relationships, such as Fonterra and the ministry of Education.

our strong focus on converged ict offerings continues to resonate with 

customers, with it solutions revenue up 28%.

many of our clients are focused on overall cost in their businesses and 

how to use ict to enable change, which creates an opportunity for Gen-i 

to position itself as a partner to help our customers manage costs more 

effectively. in our own business we are managing cost and efficiency tightly, 

for example, the number of contractors was reduced by 23% in the quarter.

Looking forward to the second half of the year our focus remains on 

delivery, quality and cost, the launch of new services like mobile ip centrex 

and working with all of our clients to ensure ict is addressing the cost 

pressures in their organisations.

Key financials
 external revenues increased by $35m to $754m because a $53m 

increase in it Solutions was partially offset by the decline in telco 

Solutions.

 internal revenues increased by $6m to $7m because of purchases by 

Gen-i which are then on-sold to other business units.

 operating expenses increased by $51m to $524m; $48m of this 

increase was in it Solutions, partly because of headcount increases to 

deliver more professional services, and it Solutions outsourcing required 

to support revenue growth, and partly because of higher other operating 

expenses driven by higher volumes in the procurement line of business.

 As a result of telco Solutions adjusted ebitdA dropping faster than it 

solutions ebitdA growth, Gen-i’s ebitdA reduced by $6m in Q1 and 

$4m in Q2 ($10m Ytd). 

Chris Quin Gen-i ceo
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The results of Gen-i include those of the New Zealand operation as well as Gen-i 
Australia. Previously, the results of Gen-i Australia were included in the results 
presented as ‘Australian Operations’.

Six monthS ended  
31 december

QUArter ended  
31 december

2008 
$m

2007 
$m

chAnGe 
%

2008 
$m

2007 
$m

chAnGe 
%

Adjusted operating revenues

Local service 62 66 (6.1) 31 32 (3.1)

calling 93 102 (8.8) 45 50 (10.0)

interconnection 12 12 nm 6 6 nm

mobile 101 100 1.0 50 50 nm

data 191 194 (1.5) 97 99 (2.0)

broadband and 
internet

13 12 8.3 6 6 nm

it services 227 189 20.1 118 97 21.6

other operating 
revenue

55 44 25.0 26 21 23.8

internal revenue 7 1 nm 3 - nm

761 720 5.7 382 361 5.8

Adjusted operating expenses

Labour 170 153 11.1 85 81 4.9

intercarrier costs 38 36 5.6 21 18 16.7

other operating 
expenses

230 189 21.7 117 92 27.2

internal expenses 86 95 (9.5) 41 48 (14.6)

524 473 10.8 264 239 10.5

Adjusted EBITDA 237 247 (4.0) 118 122 (3.3)

full time 
equivalent (‘fte’) 
employee numbers 
(000)

2,665 2,519 6 2,665 2,519 6
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AApt
AAPT delivered a strong quarter-on-quarter performance, with the 

re-pricing of uneconomic Consumer offers largely completed, and 

resulting customer turnover much lower than initially expected. 

We have also recommenced the systematic migration of legacy 

customers to the new platform.

to further drive consumer customer acquisitions, we are launching a 

geographically targeted door-to-door campaign in march, supported by 

broader above-the-line marketing activity to boost product awareness 

and brand preference.

our offshoring programme is on track and is expected to deliver $7.5m 

cost savings this year, with plans to move approximately 350 contact 

centre roles offshore over the next 18 months.

for the remainder of the year, we will continue to focus on cost 

saving opportunities, such as reducing customer turnover and on-net 

acquisition with a greater skew toward data and internet customers.

Key financials
 external revenues decreased by A$70m to A$483m, largely because 

of reductions in calling revenues in consumer, and resale revenues in 

Wholesale.

 internal revenues increased by A$1m to A$8m mainly because of an 

increased volume of international calls into Australia, where AApt 

earns a termination charge from telecom international.

 operating expenses decreased by A$63m to A$460m. intercarrier 

costs decreased by A$38m due to the reduction in consumer 

services and cost savings from moving customers ‘on-net’. other 

operating expenses decreased by A$21m because of off-shoring, 

bringing network maintenance in-house and the hyperbaric launch-

related costs in the prior year. Labour costs decreased by A$3m 

due to a lower headcount, particularly contractors, partly offset by 

bringing network maintenance in-house.

 As a result of revenues decreasing faster than expenses, AApt’s 

adjusted ebitdA decreased by A$6m to A$31m.

Paul Broad AApt ceo 
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To eliminate the impact of foreign exchange rate movements, AAPT’s results are 
presented in AAPT’s functional currency, Australian dollars (‘A$’). AAPT’s results 
are shown excluding the Australian results of Gen-i, which are included in the Gen-i 
segment results.

Six monthS ended  
31 december

QUArter ended  
31 december

2008 
A$m

2007 
A$m

chAnGe 
%

2008 
A$m

2007 
A$m

chAnGe 
%

Operating revenues and other gains

Local service1 13 10 30.0 6 5 20.0

calling1 145 180 (19.4) 70 91 (23.1)

interconnection 10 7 42.9 5 3 66.7

mobile2 16 20 (20.0) 8 10 (20.0)

data 65 69 (5.8) 33 33 -

broadband and 
internet

83 85 (2.4) 42 42 -

resale1 141 166 (15.1) 68 84 (19.0)

other operating 
revenue

10 9 11.1 6 5 20.0

internal revenue 8 7 14.3 4 3 33.3

other gains2 - 7 nm - - -

491 560 (12.3) 242 276 (12.3)

Adjusted operating expenses

Labour 80 83 (3.6) 37 42 (11.9)

intercarrier costs 274 312 (12.2) 131 155 (15.5)

other operating 
expenses

78 99 (21.2) 39 52 (25.0)

internal expenses 28 29 (3.4) 17 14 21.4

460 523 (12.0) 224 263 (14.8)

Adjusted EBITDA 31 37 (16.2) 18 13 38.5

full time 
equivalent (‘fte’) 
employee numbers

1,331 1,387 (4.0) 1,331 1,387 (4.0)

1  Following a review of the integration of PowerTel’s results into AAPT, a 
reclassification from local service revenue to calling and resale revenue has been 
made in the comparative periods presented.

2  In July 2007, Telecom sold its Australian mobile customer base resulting in a gain 
of A$7m. In the H1 FY08 results this gain was included in mobile revenue, but has 
now been reclassified to reflect it as a gain.
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telecom has declared an ordinary dividend of 6 cents per share (cps) 

for the quarter ended 31 december 2008.  telecom has, subject to no 

adverse change in circumstances, committed to pay dividends of 6 cps 

per quarter for the 2009 and 2010 financial years.

owing to insufficient credits in the imputation credit account, no 

imputation credits have been attached to this quarter’s dividend 

payment. consequently, resident withholding tax has been deducted at 

33% from dividend payments to resident new Zealand shareholders. 

telecom has traditionally paid supplementary dividends to non-resident 

shareholders on a pro-rata basis to the level of imputation. because 

no imputation credits are attached to this quarter’s dividend, no 

supplementary dividend has been paid to non-resident shareholders. 

We currently predict that dividends during the remainder of the 2009 

financial year will also have no imputation credits and that dividends in 

the 2010 financial year will have partial imputation.

dividend
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three monthS ended
31 december

Six monthS ended
31 december

YeAr nded  
30 JUne

(doLLArS in miLLionS,  
except per ShAre AmoUntS)

noteS
2008

UnAUdited
 nZ$m

2007
UnAUdited

nZ$m

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
AUdited

nZ$m

Operating revenues and other gains

 Local service 261 266 527 532 1,061

 calling 322 328 641 657 1,291

 interconnection 44 45 91 90 178

 mobile 200 214 399 426 833

 data 166 163 326 323 638

 broadband and internet 143 137 290 266 547

 it services 123 102 236 198 439

 resale 81 98 173 191 370

 other operating revenue 54 64 154 137 309

 other gains - - - 7 7

1,394 1,417 2,837 2,827 5,673

Operating expenses

 Labour (228) (230) (468) (437) (886)

 intercarrier costs (316) (311) (638) (617) (1,243)

 Asset impairments 3 (101) - (101) - -

 other operating expenses (432) (423) (847) (838) (1,653)

Earnings before interest, taxation, depreciation and 
amortisation

317 453 783 935 1,891

 depreciation (159) (136) (323) (271) (574)

 Amortisation (60) (45) (112) (90) (187)

Earnings before interest and taxation 98 272 348 574 1,130

finance income 16 21 36 63 119

finance expense (64) (62) (132) (125) (271)

Share of associates’ profits/(losses) - - - (1) (3)

Earnings before income tax 50 231 252 511 975

income tax expense (36) (59) (89) (114) (262)

Net earnings for the period 14 172 163 397 713

net earnings attributable to equity  
holders of the company

14 171 162 396 710

net earnings attributable to minority interests - 1 1 1 3

14 172 163 397 713

basic net earnings per share (in cents) 1¢ 9¢ 9¢ 21¢ 38¢

diluted net earnings per share (in cents) 1¢ 9¢ 9¢ 20¢ 38¢

Weighted average number of ordinary shares 
outstanding (in millions)

1,831 1,825 1,828 1,915 1,871

income statement
for the Six monthS ended 31 december 2008
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three monthS ended
31 december

Six monthS ended
31 december

YeAr nded  
30 JUne

(doLLArS in miLLionS,  
except per ShAre AmoUntS)

noteS
2008

UnAUdited
 nZ$m

2007
UnAUdited

nZ$m

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
AUdited

nZ$m

Operating revenues and other gains

 Local service 261 266 527 532 1,061

 calling 322 328 641 657 1,291

 interconnection 44 45 91 90 178

 mobile 200 214 399 426 833

 data 166 163 326 323 638

 broadband and internet 143 137 290 266 547

 it services 123 102 236 198 439

 resale 81 98 173 191 370

 other operating revenue 54 64 154 137 309

 other gains - - - 7 7

1,394 1,417 2,837 2,827 5,673

Operating expenses

 Labour (228) (230) (468) (437) (886)

 intercarrier costs (316) (311) (638) (617) (1,243)

 Asset impairments 3 (101) - (101) - -

 other operating expenses (432) (423) (847) (838) (1,653)

Earnings before interest, taxation, depreciation and 
amortisation

317 453 783 935 1,891

 depreciation (159) (136) (323) (271) (574)

 Amortisation (60) (45) (112) (90) (187)

Earnings before interest and taxation 98 272 348 574 1,130

finance income 16 21 36 63 119

finance expense (64) (62) (132) (125) (271)

Share of associates’ profits/(losses) - - - (1) (3)

Earnings before income tax 50 231 252 511 975

income tax expense (36) (59) (89) (114) (262)

Net earnings for the period 14 172 163 397 713

net earnings attributable to equity  
holders of the company

14 171 162 396 710

net earnings attributable to minority interests - 1 1 1 3

14 172 163 397 713

basic net earnings per share (in cents) 1¢ 9¢ 9¢ 21¢ 38¢

diluted net earnings per share (in cents) 1¢ 9¢ 9¢ 20¢ 38¢

Weighted average number of ordinary shares 
outstanding (in millions)

1,831 1,825 1,828 1,915 1,871
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Six monthS ended
31 december

YeAr 
ended  

30 JUne

(doLLArS in miLLionS)

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
AUdited

nZ$m

Equity at the beginning  
of the period

2,736 3,604 3,604

translation of foreign operations 19 40 103

hedge of net investment 3 (7) (70)

revaluation of listed investments (2) 2 (11)

cash flow hedges (17) 81 51

Total income recognised  
directly in equity

3 116 73

net earnings for the period 163 397 713

Total recognised income and 
expenses

166 513 786

dividends (277) (476) (762)

tax credit on supplementary dividends 19 53 85

dividend reinvestment plan 24 151 195

Share cancellation - (21) (65)

issuances of shares under employee 
share schemes

4 4 6

capital reduction - (1,113) (1,113)

Equity at the end of the period 2,672 2,715 2,736

total recognised income and expenses 
for the year is attributable to:

equity holders of the company 165 512 783

minority interests 1 1 3

166 513 786

equity consists of:

contributed capital 1,328 1,297 1,297

revaluation reserve (2) 13 -

foreign currency translation reserve (11) (33) (33)

hedge reserve (10) 37 7

deferred compensation 8 9 11

retained earnings 1,353 1,387 1,447

Total equity attributable to equity 
holders of the company

2,666 2,710 2,729

minority interests 6 5 7

Total equity 2,672 2,715 2,736

Statement of changes in equity
for the Six monthS ended 31 december 2008 
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31 december 30 JUne

(doLLArS in miLLionS)

2008 
UnAUdited  

nZ$m

2007
UnAUdited  

nZ$m

2008
AUdited  

nZ$m

ASSETS

Current assets:

cash 310 1,066 779

Short-term investments - 77 -

Short-term derivative assets 39 19 15

receivables and prepayments 888 1,006 912

taxation recoverable 75 14 93

inventories 86 93 57

Total current assets 1,398 2,275 1,856

Non-current assets:

Long-term investments 521 528 527

deferred tax asset - 30 -

Long-term derivative assets 181 78 48

intangibles 922 976 990

property, plant and equipment 4,098 3,706 3,984

Total non-current assets 5,722 5,318 5,549

Total assets 7,120 7,593 7,405

LIABILITIES AND EQUITY

Current liabilities:

Accounts payable and accruals 950 952 1,086

Short-term derivative liabilities 12 238 214

Short-term provisions 27 27 22

debt due within one year 544 1,290 958

Total current liabilities 1,533 2,507 2,280

Non-current liabilities:

deferred tax liability 156 156 170

Long-term derivative liabilities 333 308 367

Long-term provisions 19 13 22

Long-term debt 2,407 1,894 1,830

Total non-current liabilities 2,915 2,371 2,389

Total liabilities 4,448 4,878 4,669

Equity:

Share capital 1,328 1,297 1,297

reserves (15) 26 (15)

retained earnings 1,353 1,387 1,447

total equity attributable to equity 
holders of the company

2,666 2,710 2,729

minority interest 6 5 7

Total equity 2,672 2,715 2,736

Total liabilities and equity 7,120 7,593 7,405

balance sheet 
AS At 31 december 2008 
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noteS Six monthS ended
31 december

YeAr ended  
30 JUne

(doLLArS in miLLionS)

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
AUdited

nZ$m

Cash flows from operating activities

cash received from customers 2,814 2,675 5,583

interest income 44 71 112

payments to suppliers and 
employees

(2,046) (1,893) (3,739)

income tax paid (38) (32) (111)

interest paid on debt (123) (133) (249)

dividend income 41 44 89

Net cash flow from operating 
activities

2 692 732 1,685

Cash flows from investing activities

Sale of property, plant and 
equipment

1 1 3

Sale/(purchase) of short-term 
investments, net

- (7) 70

Sale of customer base1 - 7 7

purchase of subsidiary companies,  
 net of cash

(6) - (4)

refund on investments 2 - -

purchase of long-term 
investments

- - (9)

purchase of property, plant and 
equipment and intangibles

(680) (422) (945)

capitalised interest paid (9) (7) (12)

Net cash flow from investing 
activities

(692) (428) (890)

Cash flows from financing activities

proceeds from long-term debt 400 - -

capital repurchased - (1,134) (1,178)

repayment of long-term debt  
and related derivatives

(700) - (297)

Settlement of derivatives (92) (12) (53)

proceeds from/(repayment of)  
short-term debt, net

94 262 57

dividends paid (253) (323) (565)

Net cash flow from  
financing activities

(551) (1,207) (2,036)

net cash flow (551) (903) (1,241)

opening cash position 779 1,969 1,969

foreign exchange movement 82 - 51

Closing cash position 310 1,066 779

cash flow statement
for the Six monthS ended 31 december 2008
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NOTE 1: financial statements

these financial statements have been prepared using the same 

accounting policies and methods of computation as, and should be read 

in conjunction with, the financial statements and related notes included 

in the company’s Annual report for the year ended 30 June 2008 go 

to: annualreport.telecom.co.nz/2008. the financial statements for the 

six months ended 31 december 2008 are unaudited. the financial 

statements are expressed in new Zealand dollars, which is the 

company’s functional currency. references in these financial statements 

to ‘$’ are to new Zealand dollars. All financial information has been 

rounded to the nearest million, unless otherwise stated.

NOTE 2: Reconciliation of net earnings attributable to 
shareholders to net cash flows from operating activities

Six monthS ended
31 december

YeAr ended  
30 JUne

(doLLArS in miLLionS)

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
AUdited

nZ$m

net earnings for the period 163 397 713

Adjustments to reconcile net earnings to 
net cash flows from operating activities:

depreciation and amortisation 435 361 761

bad and doubtful accounts 17 18 34

increase/(decrease) deferred income tax (7) 57 83

Share of associates’ (profits)/losses - 1 3

Asset impairment 101 - -

other (7) (23) (3)

changes in assets and liabilities net of 
effects of non-cash and investing and 
financing activities:

decrease/(increase) in accounts 
receivable and related items

(7) (65) 43

decrease/(increase) in inventories (30) (21) 14

decrease in tax receivable 61 25 68

decrease in accounts payable and 
related items

(34) (18) (31)

Net cash flows from  
operating activities

692 732 1,685

noteS to the  

condensed financial statements
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NOTE 3: Asset impairments

three monthS ended
31 december

Six monthS ended
31 december

YeAr ended  
30 JUne

(doLLArS in 
miLLionS)

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
UnAUdited

 nZ$m

2007
UnAUdited

nZ$m

2008
AUdited

nZ$m

impairment 
of Australian 
operations

68 - 68 - -

impairment 
on existing 
mobile network 
equipment

33 - 33 - -

101 - 101 - -

Australian operations

in the six months ended 31 december 2008 there was a non-cash 

impairment charge of $68m resulting in the write off of the carrying 

value of the goodwill held following the acquisition of powertel. in 

previous periods the recoverable amount of the Group’s Australian 

operations had been determined to exceed carrying value based on 

forecasts at those times. management’s current assessment of forecast 

earnings and cash flows concluded that the recoverable amount had 

declined as a result of changes in forecasts and that the carrying value 

was therefore no longer supported. the decline in forecasts was the 

result of lower earnings expectations for the current financial year 

and lower growth rates for future years arising from economic and 

competitive conditions.

the recoverable amount of the Australian operations was determined 

based on value in use. the pre-tax discount rate applied in this 

assessment was 13.3%.  

Mobile network equipment

in the six months ended 31 december 2008, a non-cash impairment 

charge of $33m was recognised to provide for certain mobile network 

telecommunications equipment following the decision to implement 

WcdmA 850mhz technology for telecom’s new mobile network. 

no impairment charge was recognised in the six months ended 

31 december 2007 or in the year ended 30 June 2008.
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Shareholders with inquiries about transactions, address changes or 
dividend payments should contact Telecom’s share registries.

New Zealand Registry
computershare investor Services Limited
private bag 92119, Auckland 1142

ph: 0-9-488 8777
fax: 0-9-488 8787
nZ toll free: 0800 737 100

email: enquiry@computershare.co.nz

Website: www.computershare.com

United States Registry
details for depositary receipts, transfer Agent, and registrar
the bank of new York
101 barclay Street
new York, nY 10286
United States

ph (US): 1-888-bnY-Adrs
ph (non-US): 1-610 382 7833

Website: www.adrbny.com

please note that no email address or fax number is provided. inquiries 
can be submitted directly via the website.

Australian Registry
computershare investor Services pty Limited
Gpo box 7045, Sydney
nSW 2001, Australia

ph: 0-2-8234 5000
freephone: 1 800 501 366
fax: 0-2-8234 5050

email: sydney.services@computershare.com.au

Website: www.computershare.com

Shareholder inquiries
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Shareholder inquiries about Telecom’s operating and financial 
performance should be emailed to investor-info@telecom.co.nz or 
addressed to:

General manager
investor relations 
telecom new Zealand 
po box 570 
Wellington, 6140

Contact phone numbers
Australia  1800 123 350 
canada  1800 280 0398 
hong Kong  800 962 867 
new Zealand  0800 737 500 
Singapore  800 641 1013 
United Kingdom  0800 960 283 
United States  1800 208 2130

Go to our investor centre at: www.telecom.co.nz/investorcentre
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Forward-looking statements
this report includes forward-looking statements within the meaning of the U.S. 

private Securities Litigation reform Act of 1995 regarding future events and the 

future financial performance of telecom. these forward-looking statements are not 

guarantees or predictions of future performance, and involve known and unknown 

risks, uncertainties and other factors, many of which are beyond telecom’s control, 

and which may cause actual results to differ materially from those expressed in 

the statements contained in this report. factors that could cause actual results or 

performance to differ materially from those expressed or implied in the forward-

looking statements are discussed in the 2009 second quarter media release and 

management commentary and in the risk factors and forward-looking statement 

disclaimer in telecom’s annual report on form 20-f for the year ended 30 June 

2008 filed with the U.S. Securities and exchange commission.  except as required 

by law or the listing rules of the stock exchanges on which telecom is listed, 

telecom undertakes no obligation to update any forward-looking statements 

whether as a result of new information, future events or otherwise.

Non-GAAP financial measures
telecom results are reported under international financial reporting Standards 

(ifrS).  the non-GAAp financial measures used in this report include:

 earnings before interest, tax, depreciation and amortisation (‘ebitdA’).  

telecom calculates ebitdA by adding back depreciation, amortisation, finance 

expense, share of associates’ losses and taxation expense to net earnings/(loss) 

from continuing operations less finance income; and 

 Average revenue per User (‘ArpU’).  telecom calculates ArpU as mobile voice 

and data revenue for the period divided by the average number of customers 

for the period. this is then divided by the number of months in the period to 

express the result as a monthly figure. 

telecom believes that these non-GAAp financial measures provide useful 

information, but that they should not be viewed in isolation, nor considered as a 

substitute for measures reported in accordance with ifrS.

disclaimer




