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DIRECTORS’ REPORT
The Directors present the Financial Statements of Fronde Systems Group Limited for the year
ended 31 March 2012.
For and on behalf of the Board on 22 June 2012.

W Norrie Chairman

D Irving Director
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CHAIRMAN’S REPORT
Overview
This has been a very successful year for Fronde with strong revenue growth and an improvement
in earnings in the second half to achieve an impressive result for the year ending March 2012.
The focus has been on driving value through tight execution of the strategy. Strong growth has
been experienced in the professional services business due to increasing customer relevance
around services and products that improve efficiency and effectiveness to transform business
performance.
The Board has enthusiastically endorsed the new vision for Fronde - Transform Business for a
Better Future. The associated brand development work is now being phased in and will support
Fronde to occupy a leadership position in our chosen markets. This positioning strongly supports
the Company strategy around cloud computing and draws together our services business with
our emerging product business.

Financial Results
I am pleased to report that the Group has produced a 39% lift in revenue levels on top of last
year’s growth of 37% and a 54% improvement in earnings before interest and tax for the full
year, ending March 2012. Total revenue is up from $34.2m to $47.6m and EBIT is $2.0m, up
from $1.3m.
The performance of the Australian business has fallen well short of expectations at a profit level,
despite a year on year lift in revenue from $1.5m to $3.6m. Costs associated with building an
Australian presence exceeded the contribution margin made on goods sold, leading to an
operating loss of $0.9m New Zealand dollars. We are reviewing our strategy to ensure it is selffunding.
The New Zealand business had a particularly strong performance with a growth in revenue of
35% with total revenue up from $32m to $43.2m, producing an operating surplus of $3.0m.
The Board members remain unchanged with David Irving, Sandy Maier, Wayne Norrie (Chairman)
and Greg Cross. The Directors bring to the Board a significant track record and a broad skill base,
particularly in the ICT sector in New Zealand. As required under our constitution, David Irving and
Wayne Norrie retire by rotation and will offer themselves for re-election at the Annual General
Meeting in July 2012.

Dividends
Your Directors have recommended that a dividend be paid of 4 cents per share.
The Board would like to sincerely thank management and staff for their hard work during what
has been a good year for the company and for
continuing to be committed to developing
the company into the future.

Wayne Norrie Chairman
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CHIEF EXECUTIVE’S REPORT
Operational Focus
The operational focus has been on sales growth, particularly creating depth in the Australian sales
pipeline, maturing our business in New Zealand and on developing our brand positioning. The
latter has been very effective in our Wellington business where we are seen as increasingly
relevant by customers, partners and competitors. Our Auckland business is leading strongly with
cloud integration services and has developed a Google sales capability.
Our Australian business developed with an increasing market penetration in New South Wales.
Sales are still hard won but our relationship with Google is very strong and we have a developing
relationship with Salesforce. Upselling services to Google customers has been quite successful
with those services being delivered from New Zealand.

Operational Performance
The second half of the financial year showed strong growth in revenue and bottom line
performance. We are experiencing solid growth in professional services and we continue to focus
on improving margins in that area. Google sales has produced another great performance with a
strong pipeline across Australia and New Zealand however we need to substantially improve the
profit performance in Australia by reducing costs and improving margins.
We are experiencing strong growth in our consulting business, increasingly in cloud integration
services around Salesforce and Google implementations, and will continue to increase capacity to
meet market demand for these services. Consequently, staff utilisation has been high across the
whole company for most of the year. Given the very strong market demand and margin pressure
we have implemented a new pricing strategy and opportunity qualification process.
A fast growing component of annuity revenue growth is from Google products, with Fronde being
the largest Google re-seller in APAC for 2011. The projections in Google growth continue to look
strong as our partnership and marketing activity deliver more opportunities.
This year we have built a new Vision and Brand framework to push for a more assertive,
differentiated brand and culture, informed by market trends and recognised customer needs and
desires. The new direction is resonating with staff and we are in the process of embedding the
vision and brand across the whole organisation.
We have implemented a number of initiatives to drive staff engagement and our results from the
annual JRA Best Workplaces Survey show significant improvements. We will continue to build on
our success by developing and maintaining a high performance culture, and creating a sense of
common purpose across the organisation.

Long-term Direction
Delivering large scale software applications and integration projects will continue as core
offerings of Fronde. Increasingly we see the large cloud engagements we undertake are an
extension of our core integration business while some also provide the added benefit of annuity
license revenue. Our focus on cloud and mobility is already securing new customers, building
annuity revenue streams and helping identify new opportunities in emerging technologies and
trends.
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Goals for 2012/2013
Our key themes for the forthcoming year will be;
─

Re-tool - knowledge management and developing
repeatable processes to improve performance.

─

Prepare to scale - building capacity and capability to deliver our vision.

─

Develop our brand - create a more assertive, differentiated brand and culture.

We start the new financial year with significant momentum from very strong sales and a buoyant
mood.
We want to continue last year’s impressive revenue growth but with increased margins to
improve profitability. Improving the profit performance in Australia will be a key focus this year as
we re-shape our approach to this market.
To achieve this we will continue securing new and substantial customers and leverage our
relationships with existing partners. Cost control is always a priority, as is developing our leaders
to provide leadership for our staff and with our clients.
Delivering this result has required a lot of hard work by all members of the team. Whilst the hard
work continues, there has been a tremendous effort across the entire team and it is pleasing to
see the results of this emerging into the numbers.
I would sincerely like to thank the entire team at Fronde for delivering such a significant
improvement in the business and look forward to another successful year ahead.

Ian Clarke CEO
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AUDIT REPORT
Report on the Summary Financial Statements
The accompanying summary financial statements of Fronde Systems Group Limited and Group on
pages 9 to 14, which comprise the summary statement of financial position as at 31 March
2012, and the summary statement of comprehensive income, summary statement of changes in
equity and summary statement of cash flows for the year then ended, and related notes, are
derived from the audited financial statements of Fronde Systems Group Limited and Group for
the year ended 31 March 2012. We expressed an unmodified audit opinion on those financial
statements in our report dated 22 June 2012.
The summary financial statements do not contain all the disclosures required for full financial
statements under generally accepted accounting practice in New Zealand. Reading the summary
financial statements, therefore, is not a substitute for reading the audited financial statements of
Fronde Systems Group Limited and Group.
This report is made solely to the company’s shareholders, as a body, for the purpose of
expressing an opinion on the summary financial statements for the year ended 31 March 2012.
Our audit has been undertaken so that we might state to the company’s shareholders those
matters we are required to state to them in an auditor’s report on summary financial statements
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the company’s shareholders as a body, for our audit work, for
this report, or for the opinions we have formed.

Directors’ Responsibility for the Summary Financial Statements
The Directors are responsible for the preparation of a summary of the audited financial
statements, in accordance with FRS-43: Summary Financial Statements.

Auditor’s Responsibility
Our responsibility is to express an opinion on the summary financial statements based on our
procedures, which were conducted in accordance with International Standards on Auditing (New
Zealand) (ISA (NZ)) 810: Engagements to Report on Summary Financial Statements.
Other than in our capacity as auditor and the provision of taxation advice, we have no
relationship with or interests in Fronde Systems Group Limited or any of its subsidiaries.

Opinion
In our opinion, the summary financial statements derived from the audited financial statements of
Fronde Systems Group Limited and Group for the year ended 31 March 2012 are consistent, in
all material respects, with those financial statements, in accordance with FRS-43: Summary
Financial Statements.

Chartered Accountants
22 June 2012
Wellington, New Zealand
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SUMMARY STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March 2012

Group
2012

2011

$000

$000

47,550

34,194

(34,882)

(23,274)

12,668

10,920

(89)

(33)

Expenditure

(10,573)

(9,562)

Impairment

-

-

Finance costs

(102)

(44)

Profit before income tax expense

1,904

1,281

Income tax expense

(834)

(476)

Profit for the period

1,070

805

Revenue
Cost of sales
Gross profit
Other expenses

A copy of the full financial statements can be obtained from Fronde’s registered office.
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SUMMARY STATEMENT OF COMPREHENSIVE INCOME
( C O NT I N U ED)

For the year ended 31 March 2012

Group
2012

2011

$000

$000

1,070

805

Translation of foreign operations

(28)

(38)

Other comprehensive income for the year net of tax

(28)

(38)

Total comprehensive income for the year net of tax

1,042

767

Profit for the period
Other comprehensive income
Gains/(losses) from:

Profit attributable to:
Non-controlling interest
Members of the parent entity

-

-

1,070

805

1,070

805

A copy of the full financial statements can be obtained from Fronde’s registered office.
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SUMMARY STATEMENT OF FINANCIAL POSITION
As at 31 March 2012

Group
2012

2011

$000

$000

Current assets
Non-current assets

8,172
1,513

6,144
1,056

Total Assets

9,685

7,200

7,698

5,908

Assets

Liabilities
Current liabilities

72

97

Total Liabilities

Non-current liabilities

7,770

6,005

Net Assets

1,915

1,195

Equity
Issued share capital

5,536

5,536

(3,456)

(4,204)

Foreign currency translation reserve

(165)

(137)

Total Equity

1,915

1,195

Total Equity and Liabilities

9,685

7,200

Retained earnings

A copy of the full financial statements can be obtained from Fronde’s registered office.
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SUMMARY STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2012

Share
Capital

Retained
Earnings

Foreign
Currency
Translation
Reserve

$000

$000

$000

$000

5,536

(4,691)

(99)

746

Profit on ordinary activities after taxation for year

-

805

-

805

Change in foreign currency translation reserve

-

-

(38)

(38)

Total comprehensive income for the year, net of tax

-

805

(38)

767

Dividend paid

-

(318)

-

(318)

At 31 March 2011

5,536

(4,204)

(137)

1,195

At 1 April 2011

5,536

(4,204)

(137)

1,195

Profit on ordinary activities after taxation for year

-

1,070

-

1,070

Change in foreign currency translation reserve

-

-

(28)

(28)

Total comprehensive income for the year, net of tax

-

1,070

(28)

1,042

Dividend paid

-

(322)

-

(322)

5,536

(3,456)

(165)

1,915

Group

At 1 April 2010

At 31 March 2012

A copy of the full financial statements can be obtained from Fronde’s registered office.
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Total

SUMMARY STATEMENT OF CASHFLOWS
For the year ended 31 March 2012

Group

Net cash provided by operating activities

2012

2011

$000

$000

901

826

Net cash used in investing activities

(814)

(311)

Net cash used in financing activities

(358)

(252)

Net (decrease)/increase in cash and cash equivalents

(271)

262

Cash and cash equivalents at the beginning of the financial year

1,061

799

Foreign exchange effects

(28)

Cash and cash equivalents at the end of the financial year

762

1,061

A copy of the full financial statements can be obtained from Fronde’s registered office.
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NOTES TO THE SUMMARY FINANCIAL STATEMENTS
The Summary Financial Statements of Fronde Systems Group Limited (“Fronde”), a profitoriented entity, for the year ending 31 March 2012 were extracted from the full Financial
Statements authorised for issue by the Directors on 22 June 2012. An unmodified audit report
was issued on 22 June 2012. The reporting currency is NZ dollars rounded to the nearest
thousand ($000).
As the Summary Financial Statements do not include all the disclosures that are in the full
Financial Statements, they cannot be expected to provide as complete an understanding as
produced by the full Financial Statements. These Summary Financial Statements are in
compliance with FRS-43: Summary Financial Statements and the full financial statements comply
with NZ-IFRS.
The Directors declared a dividend of 4c per share to be paid to shareholders on the register at
1 June 2012.
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