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Seven Network Limited (ABN 21 052 816 789) -

Directors’ Report for the Half Year Ended 25 December 2004

The directors are pleased to present their Report together with the consolidated
financial report of Seven Network Limited and jts controlled entities for the financial
half — year ended 25 December 2004 and the auditor’s report thereon.

Directors

The directors of Seven Network Limited at any time during or since the end of the

half year are:
Name

Kerry Matthew Stokes AQ
(Executive Chairman)

Peter David Ritchie AQ
(Deputy Chairman)

David John Leckie
(Chief Executive Officer,
Broadcast Television)
Elizabeth Dulcie Boling
Gordon McKellar Caims

Peter Joshua Thomas Gammell

Bruce Tan McWilliam
William George Rayner
Murray Charles Wells

Ryan Kerry Stokes

Robin Frederick Waters

Net Consolidated Profit

Period of Directorship

Director and Chairman since June 1995 and
Executive Chairman since July 1999.

Director and Deputy Chairman since August
1991.

Director since April 2003.

Director since August 1993.
Director since November 2004,

Director since November 1997 ; Alternate
director from June 1995 to November 1997.

Director since September 2003.
Director since June 1995.
Director since July 1995.

Alternate director for KM Stokes since
October 2001.

Alternate director for PJT Gammell since
October 2001.

The net amount of the consolidated profit of the consolidated entity for the financial
half — year ended 25 December 2004 after provision for income tax was $59,310,000.




Seven Network Limited (ABN 21 052 816 789)

Review and Results of Operations

A review of operations and of the results of those operations in the form of the media
release is attached and forms part of this Report.

Lead Auditor’s Independence Declaration under Section 307C of the
Corporations Act 2001

The lead auditor’s independence declaration is set out on page 18 and forms part of
this Report for the half — year ended 25 December 2004,

Rounding off

The Company is of a kind referred to in ASIC Class Order 98 / 100 dated 10 July
1998 and in accordance with that Class Order, amounts in this Report and the
accompanying financial report have been rounded off to the nearest one thousand
dollars unless otherwise stated.

Dated at Sydney this 25™ day of February 2005.

Signed in accordance with a resolution of the directors.

D J Leckie, Chief Executive Officer,
Broadcast Television




Seven Network Limited
Half-Year Financial Report
25 December 2004

Consolidated statement of financial performance

Previous
Current corresponding
period period
$A'000 $A'000
Revenues from ordinary activities 679,797 665,946
Expenses from ordinary activities (577,041) (570,941)
Borrowing costs (28,015) (18,396)
Share of net profits of associates 3,690 1,743
Profit from ordinary activities before tax 78,431 78,352
Income tax on ordinary activities (19,121) (23,782)
Profit from ordinary activities after tax 59,310 54,570
Net profit attributable to outside equity interests - (287)
Net profit for the period attributable to members of the Company 59,310 54,283
Non-owner transaction changes in equity
Net exchange differences recognised in equity (199) (558)
Total transactions and adjustments recognised directly
in equity (199) (558)
Total changes in equity not resulting from transactions
with owners as owners 59,111 53,725
Earnings per security (EPS)
Ordinary shares
Basic earnings per share ($) 0.22 0.18
Diluted earnings per share ($) 0.22 0.18
Transferable Equity-Linked Yield Shares ("TELYS")
Basic earnings per share ($) 3.30 3.30
Diluted earnings per share ($) 3.30 3.30
Transferable Equity-Linked Yield Shares 2 ("TELYS2")
Basic earnings per share ($) 3.25 3.25
Diluted earnings per share ($) 3.25 3.25

The statement of financial performance is to be read in conjunction with the notes to the half-year
financial statements
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Consolidated statement of financial position

At end of As shown in As shown in

Current Last annual Last half yearly

Period Report Report

$A'000 $A'000 $A'000
Current assets
Cash assets 3,870 5,862 21,321
Receivables 258,397 228,185 263,981
Program rights & inventories 83,307 109,350 95,146
QOther * 38,466 36,157 41,173
Total current assets 384,040 379,554 421,621
Non-current assets
Receivables 5,084 12,857 41,465
Program rights & inventories 91,349 90,001 83,391
Investments (equity accounted) 15,085 35,912 18,038
Other financial assets 23,661 35,063 36,677
Property, plant & equipment 203,318 185,158 171,245
Licences, mastheads and copyright rights 1,303,736 1,228,981 1,238,380
Other intangibles 1,726 - -
Deferred tax assets 33,635 29,971 30,091
Other** 71,732 70,390 87,318
Total hon-current assets 1,749,326 1,688,333 1,706,605
Total assets 2,133,366 2,067,887 2,128,226
Current liabilities
Payables 183,440 206,734 219,860
Interest bearing liabilities 8,530 54,409 511
Current tax liabilities 30,392 10,994 7,313
Provisions 34,948 35,843 47,890
Qther 31,332 33,402 30,478
Total current liabilities 288,642 341,382 306,052
Non-current liabilities
Payables 51,337 12,000 46,607
Interest bearing liabilities 646,506 607,471 666,202
Deferred tax liabilities 85,629 90,428 91,383
Provisions 6,701 8,799 10,146
Other 4,307 5,050 12,445
Total non-current liabilities 794,480 723,748 826,783
Total liabilities 1,083,122 1,065,130 1,132,835
Net assets 1,050,244 1,002,757 995,391
Equity
Contributed equity 637,871 604,683 605,502
Reserves 1,651 1,850 1,672
Retained profits 410,722 396,224 384,986
Equity attributable to members of the Company 1,050,244 1,002,757 992,160
Qutside equity interests in controlled entities - - 3,231
Total equity 1,050,244 1,002,757 995,391

* Other current assets at 25 December 2004 & 26 June 2004 include Assets held for resale of $25,567,000 (27 Dec 2003

$27,313,000).

** Other non-current assets at 25 December 2004 include prepayments relating to the operating lease of Telstra Dome of

$61,867,000 (June 2004: $63,497,000, December 2003: $65,127,000)

The statement of financial position is to be read in co
statements

njunction with the notes to the half-year financial
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Consolidated statement of cash flows

Previous
Current corresponding
period period
$A'000 $A'000
Cash flows related to operating activities
Receipts from customers 663,634 698,621
Payments to suppliers and employees (559,249) (590,570)
Dividends received from associates 1,938 -
Other dividends received 32 100
Interest and other items of similar nature received 627 1,224
Interest and other costs of finance paid (26,340) (18,015)
Income taxes paid (8,024) (15,723)
Net operating cash flows 72,618 75,637
Cash flows related to investing activities
Payment for purchases of property, plant & equipment (38,832) (26,413)
Proceeds from sale of property, plant & equipment 3,721 257
Payments for investments - (1,329)
Proceeds from sale/ capital return of investments 56,336 5,577
Payments for controlled entities* (46,562) -
Payments for mastheads and licences (2,828) (61)
Loans and deposits provided (85) (1,482)
Net investing cash flows (28,250) (23,451)
Cash flows related to financing activities
Net proceeds from issues of securities * 688 1,808
Payments for buyback of shares
Dividend component - (77,547)
Capital component - (116,423)
Dividends paid (excluding buyback) (44,812) (49,625)
Proceeds from borrowings 102,000 230,002
Repayment of borrowings (102,092) (38,896)
Net financing cash flows (44,216) (50,681)
Net increase in cash held 152 1,505
Cash balance acquired on acquisition of controlled entity 2,086 -
Cash at beginning of period 1,632 19,761
Cash at end of period 3,870 21,266

* TELYS2 of $32.5m were issued as part consideration for acquiring Pacific MM Pty Limited. There was no cash flow associated
with this issue.

The statement of cash flows is to be read in conjunction with the notes to the half-year financial
statements
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Notes to the financial statements

1. Statement of significant accounting policies

Basis of preparation of half-year financial report

The half-year consolidated financial report is a general purpose financial report which has been prepared

in accordance with the requirements of the Corporations Act 2001, Accounting Standard AASB 1029 “Interim
Financial Reporting", the recognition and measurement requirements of applicable AASB standards, other
authoritative pronouncements of the Australian Accounting Standards Board and Urgent Issues Group
Consensus Views. This half-year financial report is to be read in conjunction with the 26 June 2004 Annual
Financial Report and any public announcements by Seven Network Limited and its Controlled Entities

during the half-year in accordance with continuous disclosure obligations arising under the Corporations

Act 2001.

It has been prepared on the basis of historical costs and except where stated, does not take into account
changing money values or current valuations of non-current assets.

These accounting policies have been consistently applied by each entity in the economic entity and, except
where there is a change in accounting policy as disclosed below, are consistent with those applied in the
26 June 2004 Annual Financial Report.

The half year report does not include full note disclosure of the type normally included in the annual
financial report.
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Notes to the financial statements

Previous
Current corresponding
period period
$A'000 $A'000
2. Revenues from ordinary activities
Revenues from operating activities
Sales revenue * 626,929 664,284
Other revenues from ordinary activities
Dividends received 32 100
Interest revenue 626 1,224
Revenues from outside operating activities
Usual items
Proceeds from sale of property, plant & equipment 471 257
Proceeds from sale of investments - 81
Unusual items
Proceeds from sale of investment™ 51,739 -
Total revenue from ordinary activities 679,797 665,946
3. Expenses from ordinary activities
Usual items
Broadcast expenses 407,422 333,145
Telecommunications expenses - 110,286
Magazine expenses 93,463 75,510
Other expenses 40,406 34,954
Unusual items
Broadcast expenses - 156,080
Magazine expenses - 1,966
Telecommunications expenses 19,909 -
Other expenses 15,841 -
Total expenses from ordinary activities 577,041 570,941
4. Unusual items
Restructure costs - (17,046)
Gain on sale of investment * 31,830 -
Write-off investments and loans (15,841) -
Total unusual items 15,989 (17,046)
Tax effect - 5,114
Total unusual items (after tax) 15,989 (11,932)

* December 2003 includes sales revenue from Telecommunications of $112.7m. Refer Note 12.

“* On 1 December 2004 Seven sold it's remaning shares in B Digital Ltd for proceeds of $51.7m. The unusual profit on sale
was $31.8m.
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Notes to the financial statements

5. Dividends paid

Dividends paid

Amount per
share

Current
period
$A'000

Previous
corresponding
period
$A'000

Ordinary shares

Final dividend in respect of 2004 year franked
at 30% paid 29 October 2004

Final dividend in respect of 2003 year franked
at 30% paid 31 October 2003

15.5 cents

15.5 cents

33.478

38,604

33,478

38,604

Transferable Equity-Linked Yield Shares ("TELYS")
Dividend in respect of 2005 year franked at 30%

paid 30 November 2004

Dividend in respect of 2004 year franked at 30%

paid 1 December 2003

$ 3.30

$ 3.29

6.234

6,215

Transferable Equity-Linked Yield Shares ("TELYS2")
Dividend in respect of 2005 year franked at 30%

paid 30 November 2004 (on 1,350,000 shares)

Dividend in respect of 2005 year franked at 30%

paid 30 November 2004 (on 325,000 shares)

Dividend in respect of 2004 year franked at 30%

paid 1 December 2003

$ 3.25

$ 2.19

$ 3.56

4,388

712

4,806

Dividends paid excluding share buyback

44,812

49,625

Dividend component of share buyback of
ordinary shares

Dividend in respect of 33,425,221 ordinary shares
franked at 30% paid 17 December 2003

$ 2.32

77,547

Total dividends paid

44,812

127,172

Subsequent event

Since the end of the half-year, the directors declared

the following dividend:

Interim dividend* in respect of 2005 year franked at 30%
to be paid 8 April 2005

8.0 cents

17,279

* The interim dividend for ordinary shares is an estimate only based on the number of securities as at the date

of this report.

The company does not have a dividend reinvestment or distribution plan.
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Notes to the financial statements

6. Earnings per share (EPS)

Previous
Current corresponding
period period
Basic earnings per share ($)
Ordinary shares 0.22 0.18
TELYS 3.30 3.30
TELYS2 3.25 3.25
Diluted earnings per share ($)
Ordinary shares 0.22 0.18
TELYS 3.30 3.30
TELYS2 3.25 3.25
Earnings reconciliation ($'000s)
Net profit 59,310 54,570
Net profit attributable to outside equity interests - (287)
Basic earnings 59,310 54,283
Allocated earnings to category of ordinary share:
Ordinary shares 47,830 43,661
TELYS 6,234 6,234
TELYS2 5,246 4,388
59,310 54,283
Weighted average number of ordinary shares
Number for basic earnings per share
Ordinary shares 215,891,242 247,237,056
TELYS 1,889,197 1,889,197
TELYS2 1,614,286 1,350,000
Effect of share opfions on issue
Ordinary shares 631,554 42,287
Number for diluted earnings per share
Ordinary shares 216,522,796 247,279,343
TELYS 1,889,197 1,889,197
TELYS2 1,614,286 1,350,000
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Notes to the financial statements

7. Statement of retained earnings

Previous
Current corresponding
period period
$A'000 $A'000
Retained profits at beginning of financial period 396,224 457,875
Net profit attributable to members 59,310 54,283
Dividends paid (44,812) (127,172)
Retained profits at end of financial period 410,722 384,986
8. Total equity reconciliation
Previous
Current corresponding
period period
$A'000 $A'000
Total equity at beginning of the period 1,002,757 1,183,166
Total changes in parent entity interest in equity
recognised in statement of financial performance 59,111 563,725
Transactions with owners as owners: '
Dividends paid (excluding buyback) i (44,812) (49,625)
Contributions of equity (net of costs) (1) 33,188 1,808
Share buy-back (2)
Dividend component - (77,547)
Capital component (including costs) - (116,423)
Total changes in outside equity interest ) - 287
Total equity at end of the period 1,050,244 995,391

(1) On 30 July 2004, the Company issued 325,000 TELYS? ata price of $100 each as consideration for the acquisition of
Pacific MM Pty Limited, and on 22 October 2004 150,000 options were converted into ordinary shares at $4.59 each.

(2) On 17 December 2003 the Company bought back 33.4 million shares at a total price of $5.80 each. The buy-back price
consisted of a fully franked dividend of $2.32 per share and a capital component of $3.48 per share.

9. Reconciliation of cash per statement of cash flows

Previous
Current corresponding
period period
$A'000 $A'000
For the purposes of the statements of cash flows, cash includes
cash on hand and at bank net of bank overdrafts
Cash 3,870 21,321
Bank overdraft - (55)
Total Cash 3,870 21,266

10
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Notes to the financial statements

10. Details of associates and joint venture entities

Ownership interest

Previous
Current corresponding

Name of entity period period
Adelaide Broadcast Property Trust ) 40% 40%
AOL7 Pty Limited - 33.3%
Australian News Channel Pty Limited 33.3% 33.3%
Digital One Pty Limited 37.5% 37.5%
Red Heart Pty Limited - 50.0%
Revy Investments Pty Limited 25% 25.0%
Revy Investment Trust 25% 25.0%
Sydney Broadcast Property Trust 40% 40.0%
Talentworks Pty Limited 50% 50.0%
Text Pacific Pty Limited 50% 50.0%
Ticketmaster 7 Pty Limited 49.99% 49.99%
TX Australia Pty Limited 33.3% 33.3%
Vuecast Operations Pty Limited 50% 50.0%

Aggregate share of profits (losses) of associates _ Previous
Current corresponding

period period
$A'000 $A'000
Share of associates' profit from ordinary activities before tax 3,635 2,343
Share of associates' income tax (expense) / benefit on ordinary activities 55 (600)
Share of associates’ net profit - equity accounted . 3,690 1,743

11. Changes in the composition of the entity

On 31 July 2004 the Seven Group acquired 100% of Pacific MM Pty Limited (formerly Murdoch Magazines
Pty Limited) and its controlled entities, for consideration of $81.6m. The contribution of such entities to the
reporting entity's profit from ordinary activities before tax during the period was $4.1m.
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Notes to the financial statements

12. Segment reporting

Business segments

Television: Operation of commercial television stations

Magazines: Magazine publisher

Telecommunications: Telecommunications service provider

Investments: Include naming rights, marketing, ticketing and seating rights to and responsibility for

management of Telstra Dome, internet content and pay television content providers and
other investments

Television Magazines Telecommunications Investments Consolidated
$'000 $'000 $'000 $'000 $'000
Current period
Revenue
Segment revenue 494 105 106,931 - 25,893 626,929
Unusual items - - 51,739 - 51,739
494,105 106,931 51,739 25,893 678,668

Unallocated revenue 1,129
Total revenue 679,797
Result
Segment result excluding

unusual items 87,144 13,472 - (14,507) 86,109
Unusual items - - 31,830 (15,841) 15,989
Segment result 87,144 13,472 31,830 (30,348) 102,098
Share of associates' profit - 892 2,745 53 3,690
Borrowing costs (28,015)
Interest & dividend income 658
Profit before tax 78,431
Income tax expense (19,121)
Profit from ordinary activities after tax _ 59,310

Previous corresponding period

Revenue
Segment revenue 445,024 79,788 112,696 26,776 664,284
Unusual items - - - - -
445,024 79,788 112,696 26,776 664,284

Unallocated revenue 1,662
Total revenue . 665,946
Result
Segment result excluding

unusual items 112,136 4,278 2,410 (8,097) 110,727
Unusual items (15,080) (1,966) - - (17,046)
Segment result 97,056 2,312 2,410 (8,097) 193,681
Share of associates' profit - 1,402 - 341 1,743
Borrowing costs ) (18,396)
Interest & dividend income 1,324
Profit before tax 78,352
Income tax expense (23,782)
Profit from ordinary activities after tax 54,570

Geographical segments

The economic entity's total external sales are predominantly to customers in Australia and total segment assets are held
predominantly in Australia.

12
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Notes to the financial statements

13. Australian International Financial Reporting Standards (AIFRS)

Seven will be required to prepare financial statements that comply with the Australian equivalent to
International Financial Reporting Standards (AIFRS) and their related pronouncements as issued by the -
Australian Accounting Standards Board for reporting periods beginning on or after 1 January 2005.

This half-year financial report has been prepared in accordance with Australian accounting standards
and other financial reporting requirements (Australian GAAP). The differences between Australian
GAAP and AIFRS identified to date as potentially having a significant effect on the consolidated entity's
financial performance and financial position are summarised below. The summary should not be

taken as an exhaustive list of all the differences between Australian GAAP and AIFRS. No attempt

has been made to identify all disclosure, presentation or classification differences that would affect

the manner in which transactions or events are presented.

Seven's first report in compliance with AIFRS will be for the half year ending 24 December 2005 and
with comparatives restated to be in compliance with all AIFRS except for AASB 132 Financial
Instruments: Disclosure and Presentation and AASB 139 Financial Instruments; Recognition and
Measurement. An AIFRS compliant balance sheet at 27 June 2004, excluding requirements of
AASB 132 and AASB 139, will be the opening balance sheet for comparative purposes. AASB 132
and AASB 139 transitional adjustments will be included in the balance sheet at 26 June 2005.

Seven has established a formal project to achieve transition to AIFRS reporting. The company’s
implementation project consisted of three phases: Assessment and planning, design and
implementation. The assessment and planning phase consisted of a high level overview of the
impacts of conversion to AIFRS reporting on existing accounting and reporting policies and
procedures, systems and processes, business structures and staff. This phase is largely
completed. The design and implementation phases aim to formulate and implement the changes
required to existing accounting policies, procedures, systems and processes in order to enable
the transition to AIFRS. These phases will be completed by June 2005.

The key potential implications of the conversion to AIFRS for Seven are as follows:

TV licences

AIFRS requires intangible assets, such as licences, to be initially recognised at cost or fair value
attributed to them in a business combination. Intangible assets can only be revalued when an
active market exists. The requirement is retrospective which means there is no option to use the
current carrying value under Australian GAAP as the deemed cost on first time adoption of
AIFRS, as was permitted on first time adoption of AASB 1041.

The impact for Seven is that the $480 million revaluation increment resulting from the 1998
independent valuation of television licences will be reversed, as there is no active market for

TV licences. This adjustment will be made to the opening balance of retained profits on first time
adoption of AIFRS.

TELYS

The accounting for instruments such as Telys continues to develop under AIFRS. AIFRS has different
criteria for the classification of debt versus equity. Under AIFRS Seven will be required to classify the
majority of Telys as debt, with an element remaining in equity. Distributions will continue to be
recognised as dividends and interest expense will accrue on the portion of Telys treated as debt.
The exact quantification of interest expense is yet to be determined, however reported interest
expense will be higher under AIFRS,
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Notes to the financial statements

13. Australian International Financial Reporting Standards (AIFRS) (continued)

US Notes

Under AIFRS Seven’s USD unsecured notes and the derivates used to hedge them will each be
recorded at fair value assuming that hedging effectiveness tests are met. To the extent that

the hedge is effective there should not be a material effect on profit. The requirements of AASB 139
regarding hedge effectiveness may lead to increased volatility in future earnings.

Impairment testing

AIFRS requires more prescriptive recoverable amount testing for individual assets or “cash generating
units”, Seven will be required to test its licences, Telstra Dome assets, mastheads, investments

and various other non-current assets for impairment on a discounted basis which may lead to initial
writedowns on adoption of AIFRS and increased volatility in future eamings.

Share based payments

AIFRS requires shares and options granted to employees and directors to be valued at grant date

and an expense equivalent to this value to be recognised over the relevant vesting periods. This is

not applicable to shares and options granted prior to November 2002 that vest prior to 1 January 2005.
Seven does not currently recognise an expense for share options.

Taxation

AIFRS adopts a balance sheet approach to tax effect accounting which recognises deferred tax
balances when there is a difference between the carrying value of an asset or liability and its tax
base. This may result in more deferred tax assets and liabilities but is not expected to have a
material impact on tax expense.

Magazine mastheads and licences

AIFRS requires magazine mastheads and licences to be carried at cost or fair value attributed to them
in a business combination. As Seven's mastheads and licences were all acquired there is no material
change anticipated from the adoption of AIFRS.

Sale and leaseback transactions .

AIFRS requirements regarding the classifications of leases as operating or finance leases contain
subtle differences to current Australian GAAP. Work is ongoing to confirm the treatment of certain
property sale and leaseback transactions under AIFRS. No material impact on reported profit is
expected to arise from this matter.
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Directors’ Declaration
In the opinion of the directors of Seven Network Limited, (“the Company™);

1. the financial statements and notes are in accordance with the Corporations Act
2001, including:

(a) giving a true and fair view of the financial position of the consolidated
entity as at 25 December 2004 and of its performance, as represented
by the results of its operations and cash flows for the half — year ended
on that date; and

(b) complying with Australian Accounting Standards AASB1029 “Interim
Financial Reporting” and the Corporations Regulations 2001, and

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

Dated at Sydney this 25™ day of February 2005.

Signed in accordance with a resolution of the directors.

D J Leckigd Chief Executive Officer,
Broadcast Television
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