APNIC EC meeting

Teleconference

Thursday 11 October 2007

Meeting Start: 3:00 pm (UTC +1000)

Present

Akinori Maemura (Chair)
Che-Hoo Cheng

Vinh Ngo

Kuo-Wei Wu

Kusumba Sridhar

Mao Wei

Ming-Cheng Liang

Paul Wilson

Geoff Huston (Executive Secretary)
Irene Chan
Connie Chan

Agenda

Roll Call and Agenda bashing

Minutes of Last Meeting and Matters Arising
Finance Report

Director-General’'s Report

APNIC Fees Review

Review of EC Procedures

AOB

NogosrwdhE

Minutes

1. Roll Call and Agenda bashing

Paul Wilson was recognised as an ex-officio member of the EC.

Consideration of Phase 2 of the KPMG Fee structure review was added to the agenda
under the AOB item.

2. Minutes of Last Meeting and Matters Arising

The minutes from the meeting of 4 September 2007, as amended, were approved.



Action ec-07-034:  Secretariat to publish minutes of 4 September 2007 meeting

Review of action items:

Action ec-07-028:  EC Chair to notify Kenny Huang of his term to be extended
for 3 months (until 31 March 2008)
completed

Action ec-07-029:  Secretariat to publish minutes from 16 August 2007.
completed

Action ec-07-030:  APNIC Secretariat and Treasurer to prepare a set of cost
saving options for 2007 that would be consistent with a final
operating deficit of $492,000 USD for the year.
completed

Action ec-07-031:  Secretariat to prepare an initial draft of the 2008 budget for
consideration by the EC in October 2007.
completed

Action ec-07-032:  EC to provide response to KPMG on proceeding with Phase
2 activity
To be considered

Action ec-07-033:  Secretariat to add IPv6 per address fee to the APNIC 25

Policy SIG agenda
outstanding

3. Finance Report

The EC considered the financial reports for the month ending August 2007 and September
2007 (attached).

It was noted that the August financial report contained an additional commentary on the
treatment of realised and unrealised foreign exchange gains and losses in the reports.

It was noted that the period covered by this report saw a high level of variation in the AUD /
USD currency exchange rate, which has had a considerable impact on the projected
financial position of APNIC as of the end of 2007.

The EC queried the procedures used by APNIC relating to member contact.

The EC approved the financial reports.

Action ec-07-035:  Director-General to prepare a report to the EC on member services
and associated Secretariat procedures relating to member contact

4. Director-General’s Report

The DG reported no matters to mention further to those already covered in the meeting’s
agenda.



5. APNIC Fees Review
The EC considered advice provided by KPMG to APNIC regarding the financial status of
APNIC and the fee currency (attached) and an analysis of the impact of the currency used
for fees on the projected 2008 financial position of APNIC (attached).
The EC reviewed the membership vote and the subsequent discussion in the Fees
Working Group on the topic, and the APNIC By Laws regarding the provisions for the EC
to set membership dues.
The EC adopted the following motion

The APNIC fee schedule will be in Australian Dollars as of 1 January 2008.

The fee schedule shall be based on a conversion of the current APNIC fee
schedule with currency conversion rate of 0.7889 from USD to AUD.

Action ec-07-036:  Secretariat to announce the adopted fee schedule to members

6. Review of EC Procedures

The EC considered a report concerning a review the APNIC By Laws (attached) and a
proposed set of procedures to be adopted by the EC for the conduct of business
(attached).

The EC determined to continue the review of this matter at its next meeting.

Action ec-07-037:  EC Procedures to be placed on the agenda of the next EC meeting

7. AOB
Phase 2 of the KPMG Study

The EC considered the proposal by KPMG to undertake the second phase of the
Fees Study.

The EC determined to reconsider this proposal once the 2008 budget process had
been completed.

Action ec-07-032:  EC to consider Phase 2 of the KPMG study following completion of
the 2008 budget process

8. Next meeting
15 November 2007(Teleconference)

Meeting closed: 5:00 pm (UTC+1000)



Action items

Action ec-07-032:

Action ec-07-033:

Action ec-07-034:

Action ec-07-035:

Action ec-07-036:

Action ec-07-037:

EC to consider Phase 2 of the KPMG study following completion of
the 2008 budget process

Secretariat to add IPv6 per address fee to the APNIC 25 Policy SIG
agenda

Secretariat to publish minutes of 4 September 2007 meeting

Director-General to prepare a report to the EC on member services
and associated Secretariat procedures relating to member contact

Secretariat to announce the adopted fee schedule to members

EC Procedures to be placed on the agenda of the next EC meeting
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1. Balance Sheet

Statement of Financial Position (AUD)

% of Total % change
from Year-End Year-End
31/08/2007 Asset or 31/12/2006 2006 2005
Exchange rate(*) 0.8384(1) Liab+Equity 5.60% 0.7938(1) 0.7363(2)
CURRENT ASSETS
Cash 7,199,782 46% 26.4% 5,696,300 5,173,256
Term deposit investment 2,800,000 18% -15.2% 3,300,000 3,300,000
Receivables 1,457,486 9% -12.9% 1,673,458 1,209,551
Advance payment (Prepayment, Deposit,
etc) 206,004 1% 54.5% 133,331 117,361
Others 4,043 0% -72.9% 14,937 5,269
TOTAL CURRENT ASSETS 11,667,316 75% 7.9% 10,818,026 9,805,436
NON-CURRENT ASSETS
Other financial assets 1,221,834 8% 6.4% 1,148,369 1,020,778
Property, plant and equipment 1,562,604 10% 4.6% 1,494,461 1,319,499
Long term deposit investment 1,200,000 8% -40.0% 2,000,000 2,000,000
TOTAL NON-CURRENT ASETS 3,984,438 25% -14.2% 4,642,830 4,340,277
TOTAL ASSETS 15,651,754 100% 1.2% 15,460,856 14,145,713
CURRENT LIABILITIES
Accrued expenses 1,085,374 7% -25.6% 1,458,382 1,078,411
Provisions 694,157 4% -1.9% 707,834 531,283
Unearned revenue 4,470,247 29% 4.7% 4,271,275 3,675,909
TOTAL LIABILITIES 6,249,778 40% -2.9% 6,437,490 5,285,602
EQUITY
Share capital 1.00 0% 0.0% 1.00 1.00
Reserves 113,067 1% -21.3% 143,620 158,167
Retained earnings 9,288,908 59% 4.6% 8,879,745 8,701,943
TOTAL EQUITY 9,401,976 60% 4.2% 9,023,366 8,860,111
TOTAL LIABILITIES & EQUITY 15,651,754 100% 1.2% 15,460,856 14,145,713
*) The exchange rates used in this report are official average rates provided by the Australia Taxation Office (ATO), mainly for
reference.
Q) ATO official monthly average rate for August 2007
2 ATO official notes spot rate for 31 Dec 2006 and 31 Dec 2005 respectively.
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2. Profit and Loss Statement

2.1 EXxpenses
Projected Projected
Projected Year End Budget
EXPENSES (AUD) Aug-07 YTD YTD Actual Budget Budget Variation
Actual Actual % 2007 2007 Variation %
Bank charges 8,898 46,642 0.8%) 69,443 59,154 10,289 17.4%
Communication expenses 18,579 107,444 1.9% 159,967 157,298 2,669 1.7%
Computer expenses 14,843 124,767 2.2% 185,757 156,798 28,959 18.5%
Depreciation expense 44,933 370,743 6.5% 551,976 553,966 (1,990) -0.4%
Donation/ Sponsorship 0 54,220 1.0% 90,374 94,302 (3,929) -4.2%
Doubtful debt expenses 0 1,940 0.0% 14,303 14,303 0 0.0%
ICANN contract fee 243,540 243,540 4.3% 243,540 273,846  (30,307) -11.1%
Meeting and training expense 65,851 117,168 2.1% 188,001 188,001 0 0.0%
Membership fees 3,390 37,537 0.7% 55,887 75,231  (19,345) -25.7%
Miscellaneous expenses 2,531 3,676 0.1% 5,474 9,707 (4,234) -43.6%
Office operating expenses 16,929 153,120 2.7% 227,970 190,458 37,512 19.7%
Personnel expenses 49,701 306,780 5.4% 487,193 549,049  (61,855) -11.3%
Postage & delivery 3,556 24,190 0.4% 36,014 45,663 (9,649) -21.1%
Printing & photocopy 4,910 32,592 0.6% 48,525 42,053 6,471 15.4%
Professional fees 49,146 229,320 4.0% 471,421 488,141  (16,721) -3.4%
Publicity expense 4,301 9,601 0.2% 14,295 68,141  (53,846) -79.0%
Recruitment 13,067, 74,575 1.3% 82,062 82,062 0 0.0%
Rent and outgoings 37,876 293,248 5.2% 436,599 412,280 24,319 5.9%
Salaries 308,338 2,452,425 43.2%| 3,950,768 4,081,493 (130,725) -3.2%
Staff Training/conference 1,676 57,627 1.0% 82,627 73,811 8,816 11.9%
Tax expense 16,380, 130,205 2.3% 333,858 333,858 0 0.0%
Translation Expenses 0 0 0.0% 58,001 58,001 0 0.0%
Travel expenses 152,872 800,822 14.1%| 1,062,822 1,037,770 25,052 2.4%
TOTAL EXPENSES| 1,061,315 5,672,184 100.0%| 8,856,875 9,045,387 (188,512) -2.1%
2.2 Revenue
Projected Projected
Projected Year End Budget
Aug-07 YTD YTD Actual Budget Budget Variation
REVENUE (AUD) Actual Actual % 2007 2007 Variation %

Interest income 100,476 285,969 4.7% 553,491 546,577 6,914 1.3%
IP Resource application fees 99,084 533,974 8.7% 717,914 717,914 0 0.0%
Membership fees 510,210 4,058,504 66.2%| 6,042,453 5,948,589 93,864 1.6%
Non-members fees 11,825 97,600 1.6% 145,311 98,578 46,732 47.4%
Per Allocation fees 144,716 978,448 15.9%| 988,232 917,140 71,092 7.8%
Reactivation fees 0 8,550 0.1% 12,729 6,319 6,410 101.5%
Sundry income 30,692 172,017 2.8% 172,017 186,883  (14,866) -8.0%
Realised foreign exchange gain/(loss) 12,039 (586) 0.0%) (586) 0 (586) 0.0%
TOTAL REVENUE] 909,042 6,134,475 100.0%| 8,631,560 8,421,999 209,561 2.5%
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2.3  Operating Profit/ Loss — against budget
Projected Projected
Projected Year End Budget
Aug-07 YTD YTD Actual Budget Budget Variation
Revenue and Expenses (AUD) Actual Actual % 2007 2007 Variation %
Total Revenue 909,042 6,134,475  100.0%| 8,631,560 8,421,999 209,561 2.5%
Total Expenses 1,061,315 5,672,184  100.0% 8,856,875 9,045,387 (188,512) -2.1%
OPERATING PROFIT/ (LOSS)|  (152,274)| 462,291 (225,315)  (623,388)

2.4  Operating Position — after foreign exchange adjustment

YTD Projected
Revenue and Expenses (AUD) Actual |Actual 2007
Total Revenue 6,134,475 8,631,560
Unrealised foreign exchange gain/(loss) (53,128) 161,912
Total Expenses 5,672,184 8,856,875
OPERATING PROFIT/ (LOSS) 409,163 (63,403)

Note:

Accounts are projected base on the following:-
- pro-rata from the actual figures and projected until end of year
- year to date figures will be used if further expenses are not expecting

- budget figures, or

- other updated information on hand.

3. Foreign Exchange

- ATO official monthly average rate for August 2007 was 0.8384
- The average exchange rate for ATO official monthly average rate from Jan to August 2007 was

0.8236

- Exchange rate being used in budget 2007 by referring to the economical data provided by National
Australia Bank in their Foreign Exchange Outlook 2007 is 0.8298.
- The budgeted average exchange rate for 2007 was 0.7889
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The chart below shows the daily AUD / USD exchange rate for the period 1 January 2006.
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4. Membership

By the end of August 2007, APNIC had a total of 1,515 members serving 51 economies. Marshall Islands first
become APNIC member in August 2007. We have the highest new members joined us, with 41 new members
whilst 14 members have been closed. There is a net gain of 27 members. Economies in which APNIC have the
highest members are Australia (395 members), India (180 members), followed by Hong Kong (137 members).

The following table shows the monthly membership changes, and the analysis of membership tier of APNIC,
which shows 49% of APNIC members are at Small membership tier.

Size Total Total YTD
Membership Total New (Closed) Change YTD (%)
July-07 Aug-07 Aug-07  Aug-07  Aug-07 Aug-07

Extra Large 9 0 0 0 9 1%

\Very Large 25 0 0 1 26 2%

Large Member 74 0 0 Q) 73 5%

Medium 222 1 2 1 222 15%
Small 726 11 (10) 8 735 49%
Very Small 278 16 1) 1) 292 19%
Associate 154 13 (1) (8) 158 10%
TOTAL 1488 41 (14) 0 1515 100%

Table below compares actual growth of membership till the end of August 2007 with the budgeted growth on a
pro-rata basis. Overall, there is slight variance from the budgeted year to date growth.

APNIC
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Actual Actual Actual Budgeted Budgeted | Variation

Total Total Growth Budgeted Growth Growth Actual vs.
Membership EQY YTD YTD Total EOY EQY YTD Budget

2006 Aug-07 2007 2007 2007 ™ *
Extra Large 9 9 0 10 1 1 -1
Very Large 21 26 5 22 1 1 4
Large Member 70 73 3 84 14 9 -6
Medium 210 222 12 224 14 9 3
Small 658 735 77 748 90 60 17
Very Small 261 292 31 348 87 58 -27
Associate 133 158 25 131 -2 -1 26
TOTAL 1362 1515 153 1567 205 137 16

The graph below illustrates the historical figures for total memberships since the establishment of APNIC's
membership system in 1996; it is shown that the membership is growing steadily. The monthly net change in
membership is shown in the following graph.
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The chart below illustrated per economy in the number of new members who joined APNIC as well as closed
members by the end of August 2007. The highest number of new members is from Australia, followed by India
and New Zealand. Majority of the closure are from Australia due to non contactable and business not operating.
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5. Notes on the Monthly Financial Report for August 2007

In view of the significant shift in the exchange rates in the US Dollar / Australian Dollar over the course of
2007, and the continued use of US Dollars for membership fee payments to APNIC, the APNIC Financial
Report for this month contains a number of changes to the format of this report.

The changes reflect changes in the reporting of the Realised and Unrealised Foreign Exchange Rate gains/losses.
The reporting of the Operating Profit/Loss is a report on performance of APNIC against budget for the year and
includes realised foreign exchange rate gains/losses. An additional report, the overall Operating Position of
APNIC, includes the unrealised foreign exchange gains/losses as applied to the USD cash deposits held by
APNIC.

The following notes describe the accounting practices used by APNIC in further detail as they apply to treatment
of currency exchange.

1. Treatment of Currencies in the Accounts of APNIC

All APNIC member fee invoices are raised in USD.

In the APNIC AUD accounts this USD fee revenue is entered into the accounts using the equivalent AUD. This
AUD amount is calculated using the prevailing AUD / USD exchange rate on the day that the invoice has been
raised. This AUD amount, once converted to AUD at the date of raising the invoice, is not subsequently changed

in the APNIC statement of accounts as revenue for the remainder of the year in terms of monthly and annual
reports.
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For example:

- A member is invoiced for annual fees for the amount USD $1,000

- This amount is converted to AUD on the day the invoice is raised

- If the exchange rate on the day was 0.82, then AUD $1,219 is used for accrual purposes

- As APNIC uses accrual accounting, 1/12 of AUD $1,219 is recognised as revenue for each of the
months over which the membership applies.

- APNIC recognises AUD $102 per month for the next 12 months as revenue

- APNIC totals total allocations for the previous month for confederation / NIR members

- The invoice amount in USD is calculated

- The invoice is raised and the equivalent AUD amount is recognised in the APNIC revenue accounts
for the current month

- A member is invoiced USD $1,000 for per address fees

- If the exchange rate on the day was 0.82, then AUD $1,219 is entered into the APNIC Revenue
amounts for the current month

Money is received by APNIC on the day of payment in USD. The prevailing rate of the AUD / USD exchange
rate on the date that the money is received by APNIC is compared to the rate used when recognising the income
into the books. The difference between the 2 rates is recorded as the Realised Foreign exchange gain / loss for
the month when the gain or loss was realised.

For example:

- The member pays APNIC USD 1,000

- This amount is converted to AUD on the day the invoice is raised

- If the exchange rate on the day was 0.86, then the difference between the rate used at the time of the
invoice (0.82) and the time of payment is accounted as a realised gain / loss

- Inthis case the amount is AUD $1,163 received against AUD $1,219 entered into the books, of $57
is entered as a realised foreign exchange loss for the month

The money is held by APNIC in USD in a bank account until needed to meet expenses.

In calculating the Unrealised Foreign Exchange Gain / Loss, the prevailing exchange rate at the date when the
financial report is prepared is compared to the exchange rate used to record the payment of the invoice for each
invoice raised where the payment has been made and the payment is still being held in a USD account. The sum
of all the differences between the amounts (the difference between the realised AUD amount and current AUD
value for each payment still held in USD) is recorded as the unrealised foreign exchange gain / loss.

2. Operating Profit/Loss — against budget

This section of the report tracks the performance of APNIC against budget without factoring in the net book
value change of APNIC cash reserves that are retained in USD accounts. The report contains the expenses in
AUD, converting to AUD when appropriate using the exchange rate at the time the expense is processed, the
revenue in AUD, converted to USD using the procedure described above, and including in the revenue the
correction for realised foreign exchange gain / losses.

This report is intended to describe the financial status of APNIC for the current year, tracking recognised
revenue and expenses against the expectations that were phrased in the annual budget.
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3. Operating Position — after foreign exchange adjustment

This section of the report tracks the financial status of APNIC on the assumption that this represents the position
of APNIC at the time of the report's preparation, were all the USD cash deposits to be converted into AUD on
that day. This report uses the Operating Profit/Loss report and adds the unrealised foreign exchange gain/loss
component, calculated using the method described above.

This report is intended to describe the financial status of APNIC for the current year, were all the accumulated
and reserve cash assets of APNIC to be realised in AUD.

4. Comparison of the Operating Position 31 July to 31 August
In July 2007 the projected net Operating Position of APNIC for 2007 was a loss of AUD $1,080,535.
In August 2007 the projected net Operating Position of APNIC for 2007 is a loss of AUD $63,403.

A major reason for this significant change in the projected end-of-year Operating Position between the July and
August monthly reports is the change in the projected USD exchange rates for January 2008.

As of the end of July the projected exchange rate for the start of 2008 was 0.90. This produced a projected
unrealised loss of AUD $597,468 based on the projected total amount of funds held in USD accounts as of the
start of 2008. The calculation is based on an expected total of USD deposits on 1 January 2008 of USD $5.5M
with a realised value in the APNIC accounts of AUD $6.7M (an average exchange rate of 0.8198 across all
USD deposits) and a final exchange rate of 0.90 and a corresponding unrealised loss of AUD $597,648.

The projection of the start of 2008 USD exchange rate has been revised since the July financial report was
prepared, and the National Australia Bank's September 2007 projection for the USD exchange rate for the start
of 2008 is 0.80. The projected total of deposits held in USD accounts on 1 January 2008 is USD $5.6M,with a
realised value in the APNIC accounts of AUD $6.8M (an average exchange rate of 0.8189 across all USD
deposits). Using the projected final exchange rate of 0.80 this equates to a AUD value of AUD $7M, and an
unrealised gain of AUD $161,912.

Further variations in the projected start of 2008 USD exchange rates will generate corresponding changes in
unrealised foreign currency exchange gain/loss for APNIC, and have a corresponding impact on the projected
Operating Position as of the end of the year. For example a projected January 2008 exchange rate of 0.86 would
change the unrealised foreign currency position to a projected loss of AUD $326,460.
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1. Balance Sheet

Statement of Financial Position (AUD)

% of Total % change
from Year-End Year-End
30/09/2007 Asset or 31/12/2006 2006 2005
Exchange rate(*) 0.8511(1) Liab+Equity 7.20% 0.7938(1) 0.7363(2)
CURRENT ASSETS
Cash 7,162,361 46% 25.7% 5,696,300 5,173,256
Term deposit investment 2,800,000 18% -15.2% 3,300,000 3,300,000
Receivables 1,401,492 9% -16.3% 1,673,458 1,209,551
Advance payment (Prepayment, Deposit,
etc) 183,091 1% 37.3% 133,331 117,361
Others 11,868 0% -20.5% 14,937 5,269
TOTAL CURRENT ASSETS 11,558,812 74% 6.8% 10,818,026 9,805,436
NON-CURRENT ASSETS
Other financial assets 1,221,834 8% 6.4% 1,148,369 1,020,778
Property, plant and equipment 1,590,638 10% 6.4% 1,494,461 1,319,499
Long term deposit investment 1,200,000 8% -40.0% 2,000,000 2,000,000
TOTAL NON-CURRENT ASETS 4,012,471 26% -13.6% 4,642,830 4,340,277
TOTAL ASSETS 15,571,283 100% 0.7% 15,460,856 14,145,713
CURRENT LIABILITIES
Accrued expenses 1,135,049 7% -22.2% 1,458,382 1,078,411
Provisions 729,705 5% 3.1% 707,834 531,283
Unearned revenue 4,428,921 28% 3.7% 4,271,275 3,675,909
TOTAL LIABILITIES 6,293,675 40% -2.2% 6,437,490 5,285,602
EQUITY
Share capital 1.00 0% 0.0% 1.00 1.00
Reserves 113,067 1% -21.3% 143,620 158,167
Retained earnings 9,164,540 59% 3.2% 8,879,745 8,701,943
TOTAL EQUITY 9,277,608 60% 2.8% 9,023,366 8,860,111
TOTAL LIABILITIES & EQUITY 15,571,283 100% 0.7% 15,460,856 14,145,713
*) The exchange rates used in this report are official average rates provided by the Australia Taxation Office (ATO), mainly for
reference.
Q) ATO official monthly average rate for September 2007
2 ATO official notes spot rate for 31 Dec 2006 and 31 Dec 2005 respectively.
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2. Profit and Loss Statement

2.1 Expenses

This section now includes both a "Year to Date" expenses report, and a report for quarterly expenses of the current year.

2.1.1 Year to Date Expenses - Budget Comparison

Projected Projected

Projected Year End Budget
EXPENSES (AUD) Sep-07 YTD YTD Actual Budget Budget Variation
Actual Actual % 2007 2007 Variation %

Bank charges 6,289 52,931 0.8% 70,015 59,154 10,862 18.4%
Communication expenses 11,300 118,808 1.9% 157,154 157,298 (144) -0.1%
Computer expenses 18,384 143,151 2.2% 189,354 156,798 32,556 20.8%
Depreciation expense 45,358 416,101 6.5% 550,403 553,966 (3,563) -0.6%
Donation/ Sponsorship 1,974 56,195 0.9%) 92,197 94,302 (2,105) -2.2%
Doubtful debt expenses 0 1,940 0.0% 14,303 14,303 0 0.0%
ICANN contract fee 0 243,540 3.8% 243,540 273,846  (30,307) -11.1%
Meeting and training expense 6,450 123,618 1.9% 188,001 188,001 0 0.0%
Membership fees 3,390 40,927 0.6% 54,137, 75,231  (21,095) -28.0%
Miscellaneous expenses 117, 3,794 0.1%) 5,018 9,707 (4,689) -48.3%
Office operating expenses 14,483 167,603 2.6% 221,699 190,458 31,240 16.4%
Personnel expenses 74,192 380,972 5.9% 539,330 549,049 (9,718) -1.8%
Postage & delivery 4,634 28,824 0.4% 38,127, 45,663 (7,536) -16.5%
Printing & photocopy 855 33,447 0.5% 44,242 42,053 2,189 5.2%
Professional fees 92,937 322,257 5.0% 501,270 488,141 13,129 2.7%
Publicity expense 15 9,617 0.1% 12,721 68,141  (55,420) -81.3%
Recruitment 1,583 76,158 1.2%) 82,062 82,062 0 0.0%
Rent and outgoings 38,956 332,204 52% 439,427 412,280 27,147 6.6%
Salaries 289,664 2,742,089 42.7%| 3,852,333 4,081,493 (229,160) -5.6%
Staff Training/conference 3,063 60,690 0.9% 85,690 73,811 11,879 16.1%
Tax expense 14,653 144,858 2.3%| 333,858 333,858 0 0.0%
Translation Expenses 0 0 0.0% 58,001 58,001 0 0.0%
Travel expenses 114,682 915,504 14.3%| 1,097,504 1,037,770 59,734 5.8%

TOTAL EXPENSES 742,978 6,415,226 100.0%| 8,870,386 9,045,387 (175,001) -1.9%
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2.1.2 Quarterly Expenses — Progressive

EXPENSES (AUD) Quarter 1 Quarter 2 Quarter 3
(Jan — Mar 07) (Apr — June 07) (Jul — Sep 07)
Bank charges 17,218 14,465 21,249
Communication expenses 34,506 47,132 37,170
Computer expenses 56,701 41,369 45,081
Depreciation expense 137,424 143,159 135,519
Donation/ Sponsorship 46,052 8,168 1,974
Doubtful debt expenses 340 1,599 0
ICANN contract fee 0 0 243,540
Meeting and training expense 39,737 6,288 77,593
Membership fees 18,925 11,746 10,255
Miscellaneous expenses 335 432 3,027
Office operating expenses 42,223 78,549 46,831
Personnel expenses 89,846 152,278 138,849
Postage & delivery 14,262 3,972 10,590
Printing & photocopy 15,061 10,714 7,672
Professional fees 90,935 104,437 126,885
Publicity expense 2,923 2,224 4,470
Recruitment 43,004 9,623 23,532
Rent and outgoings 102,907 114,591 114,707
Salaries 859,260 1,012,516 870,313
Staff Training/conference 19,738 30,207 10,745
Tax expense 48,349 50,016 46,493
Translation Expenses 0 0 0
Travel expenses 245,540 287,268 382,696
TOTAL EXPENSES 1,925,283 2,130,753 2,359,189

2.2 Revenue

This section now includes both a "Year to Date" revenue report, and a report for quarterly revenue of the current year.

2.2.1 Year to Date Revenue - Budget Comparison

Projected Projected
Projected Year End Budget
Sep-07 YTD YTD Actual Budget Budget Variation
REVENUE (AUD) Actual Actual % 2007 2007 Variation %

Interest income 31,961 317,931 4.7% 546,712 546,577 135 0.0%
IP Resource application fees 63,207, 597,181 8.8% 717,914 717,914 0 0.0%
Membership fees 511,426 4,569,930 67.0% 6,044,938 5,948,589 96,349 1.6%
Non-members fees 11,996 109,596 1.6% 144,970 98,578 46,391 47.1%
Per Allocation fees 71,486 1,049,934 15.4%| 1,212,418 917,140 295,278 32.2%
Reactivation fees 2,249 10,799 0.2% 14,284 6,319 7,966 126.1%
Sundry income 834 172,851 2.5%| 172,851 186,883  (14,032) -7.5%
Realised foreign exchange gain/(loss) (5,886) (6,472) -0.1% (6,472) 0 (6,472) 0.0%
TOTAL REVENUE] 687,274 6,821,749 100.0%| 8,847,615 8,421,999 425,615 5.1%
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2.2.2 Quarterly Revenue — Progressive

Quarter 1 Quarter 2 Quarter 3

REVENUE (AUD) (Jan — Mar 07) (Apr — June 07) (Jul —Sep 07)
Interest income 57,422 111,299 149,210
IP Resource application fees 189,639 190,450 217,092
Membership fees 1,503,102 1,532,488 1,534,339
Non-members fees 36,551 37,228 35,817
Per Allocation fees 393,147 360,028 296,759
Reactivation fees 8,602 (52) 2,249
Sundry income 28,957, 111,299 32,594
Realised foreign exchange gain/(loss) (24,451) 34,065 (16,086)

TOTAL REVENUE 2,192,968 2,376,806 2,251,975

2.3  Operating Profit/ Loss — against budget
Projected Projected
Projected Year End Budget
Sep-07 YTD Actual Budget Budget Variation
Revenue and Expenses (AUD) Actual Actual 2007 2007 Variation %
Total Revenue 687,274 6,821,749 8,847,615 8,421,999 425,616 5.1%
Total Expenses 742,978 6,415,226 8,870,386 9,045,387 (175,001) -1.9%
OPERATING PROFIT/ (LOSS) (55,704) 406,523  (22,771)  (623,388)

2.4  Operating Position — after foreign exchange adjustment

2.4.1 Operating Position

YTD Projected
Revenue and Expenses (AUD) Actual |Actual 2007
Total Revenue 6,821,749 8,847,615
Unrealised foreign exchange gain/(loss) (121,727) (617,568)
Total Expenses 6,415,226/ 8,870,386
OPERATING PROFIT/ (LOSS) 284,795  (640,339)
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2.4.2 Quarterly Operating Position — Progressive

Quarter 1 Quarter 2 Quarter 3
Revenue and Expenses (AUD) (Jan — Mar 07) (Apr - June 07) (Jul — Sep 07)
Total Revenue 2,192,968 2,376,806 2,251,975
Unrealised foreign exchange gain/(loss) 97,437 (307,036) 87,872
Total Expenses 1,925,283 2,130,753 2,359,189
OPERATING SURPLUS/ DEFICIT] 365,122 (60,984) (19,343)

Note:
Accounts are projected base on the following:-

pro-rata from the actual figures and projected until end of year

year to date figures will be used if further expenses are not expecting

budget figures, or
other updated information on hand.

3. Foreign Exchange Rates

- ATO official monthly average exchange rate for AUD / USD for September 2007 was 0.8511

- The average exchange rate for ATO official monthly average rate from Jan to September 2007 was 0.8267

- Exchange rate being used in budget 2007 by referring to the latest economical data provided by National
Australia Bank in their Foreign Exchange Outlook 2007 is 0.8333.

- The budgeted average exchange rate for 2007 was 0.7889

- The exchange rate as of 30 September 2007 was 0.8884

- The projection for the exchange rate as of 1 January 2008 is 0.9000

The chart below shows the daily AUD / USD exchange rate for the period 1 January 2006.
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4. Membership

By the end of September 2007, APNIC had a total of 1,541 members serving 51 economies. There are 30 new
members, 3 members reactivated their account, whilst 7 members have been closed. There is a net gain of 26
members. Economies in which APNIC have the highest members are Australia (406 members), India (181

members), followed by Hong Kong (139 members).

The following table shows the monthly membership changes, and the analysis of membership tier of APNIC,
which shows 49% of APNIC members are at Small membership tier.

Total YTD

Membership Total New Reactivated (Closed) Size Change Total YTD (%)

Aug-07 Sep-07 Sep-07 Sep-07 Sep-07 Sep-07 Sep-07
Extra Large 9 0 0 0 0 9 1%
\Very Large 26 0 0 0 0 26 2%
Large Member 73 0 0 0 1 74 5%
Medium 222 1 1 2 5 227 15%
Small 735 6 1 2 12 752 49%
Very Small 292 11 0 2 (5) 296 19%
Associate 158 12 1 (1) (13) 157 10%
TOTAL 1515 30 3 (7 0 1541 100%

Table below compares actual growth of membership till the end of September 2007 with the budgeted growth on
a pro-rata basis. Overall, there is slight variance from the budgeted year to date growth.
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Actual Actual Actual Budgeted Budgeted | Variation

Total Total Growth Budgeted Growth Growth Actual vs.
Membership EOY YTD YTD Total EOY EOY YTD Budget

2006 Sep-07 2007 2007 2007 *) *
Extra Large 9 9 0 10 1 1 -1
Very Large 21 26 5 22 1 1 4
Large Member 70 74 4 84 14 11 -7
Medium 210 227 17 224 14 11 6
Small 658 752 94 748 90 68 27
Very Small 261 296 35 348 87 65 -30
Associate 133 157 24 131 -2 -2 26
TOTAL 1362 1541 179 1567 205 154 25

The table below shows membership data as at the end of each quarter. We have gained members in each quarter
steadily, with the highest member growth during the third quarter of 2007.

Membership Actual Total EOY YTD YTD YTD
2006 Mar-07 Jun-07 Sep-07
Extra Large 9 9 9 9
Very Large 21 25 26 26
Large Member 70 73 73 74
Medium 210 217 221 227
Small 658 682 711 752
Very Small 261 262 285 296
Associate 133 144 147 157
TOTAL 1362 1412 1472 1541
Quarterly Net Gain 50 60 69
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Riparian Plaza Telephone: +61 7 3233 3111
71 Eagle Street Facsimile: +61 7 3233 3100
Brisbane Qld 4000 www.kpmg.com.au
GPO Box 223
Brisbane Qld 4001
Australia
Paul Wilson Our ref  Adoption of Fee Charges in AUD
Director General
APNIC
PO Box 2131

Milton, QLD 4064

21 September 2007

Draft

Dear Paul

APNIC Member Fee Review

We understand that the member fee proposal was voted on by members at the Delhi meeting.
Whilst there was substantial support for the proposal, the proposal failed to achieve the
necessary number of votes and was narrowly defeated.

As you will recall, the key components of the fee structure proposal put forward included:

e Fees to be levied in $AUD to help address the impact of the exchange rate variations. This
will also help to provide more certainty in APNIC’s financial position given that the
majority of APNIC expenses are paid in SAUD.

e An overall percentage increase across all levels of membership.

e This change will take effect from January 1 2008.

In the work we have done to date considering the possible future member fee structures, levying
fees in $AUD would be a key component in any future long term fee structure.

The majority of expenses incurred by APNIC will continue to be incurred in $AUD, and we
believe that as a minimum the EC should consider adoption of this aspect of the proposal, to be
effective 1 January 2008.

Recent legal advice received by APNIC has indicated that the EC, (under Bylaw 4), is
responsible for settling membership fees. This means that, despite the fee proposal not being
adopted by the members, the EC has the authority to approve the proposal.

In view of the strong support (nearly 50% of the votes) shown by members for the proposal, we
believe the EC should consider partial adoption of the fee structure proposal.

We believe that this would be in the best interests of APNIC to help address the continued
impact of exchange rate variations, and would provide more certainty in APNIC’s financial
position going forward. This would be a practical immediate step, and would provide greater
financial stability to APNIC.

KPMG, an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG Liability limited by a scheme approved under
International, a Swiss cooperative. Professional Standards Legislation.
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21 September 2007

APNIC will still need to consider the longer term solution. In light of there being no percentage
increase in fees, APNIC will need to give some consideration as to how it delivers the ongoing
services envisaged in the members’ survey, and how it manages a balanced budget.

Yours sincerely

Michael Hiller
Partner
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