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Directors’ Report
The Directors present the Financial Statements of Fronde Systems Group Limited for the year ended 31
March 2015.
For and on behalf of the Board on 15 June 2015.

J Mayson
Chairman

D Irving
Director
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Chairman’s Report
On behalf of the Board, I present to you our detailed financial year 2014/2015 reports. The financial result
delivered by the Company is not a good one, and we have taken steps to improve results in the current
financial year.

Financial Result
The year ended 31 March 2015 was an extremely disappointing loss before tax of $3.35m compared to a
profit of $1.35m in the prior year. Revenue declined overall to $59.5m, a drop of $3.1m. Within the
businesses, revenue doubled in Australia from $5.1m to $10.2m, the result of increased sales and
marketing activity combined with achieving the planned integration benefits from the OnlineOne
acquisition. Within New Zealand, Auckland revenue grew 61% to $11.6m, however Wellington revenue
was only 76% of the prior year at $38.4m, a $12.3m reduction.
Net result was a $2.78m loss compared to a prior year profit of $0.86m. This includes a $0.18m loss on
disposal of property caused by recovery of only 50% of the retention component of the prior year sale of
Message Direct. There was a $0.18m non‐cash unrealised foreign exchange gain created by the
strengthening of the New Zealand dollar against the Australian dollar. This cross rate was at an historic
high at balance date.
The amount held in cash and cash equivalents (on the Balance Sheet) has declined by $2m due to the
trading loss for the year and repayment of the bank loan. This was partially offset by proceeds from the
sale of the Message Direct business noted above.
After adjusting for reduced tax liabilities and the positive foreign currency translation reserve movement,
the overall loss was $2.59m resulting in a fall in total equity from $5.14m down to $2.54m.
The fall in revenue and in profit were a result of underperformance in the Wellington business. This was a
combination of reduced sales as well as excess capacity as revenue dropped. In the last half of the year a
significant amount of costs have been taken out of the New Zealand business, primarily in Wellington, to
address this.

Fronde Australia
Fronde Australia made a $1.06m loss for the year in spite of outstanding growth. This was partly a result
of extra cost to support the growth, partly a result of the mix of business won delivering lower margins
and partly a result of a weak Q4, with key sales slipping to the new financial year. The business is securing
significant levels of recurring revenue and has several large, important deals at a late stage in the sales
cycle.

Leadership
During the year, Wayne Norrie resigned as director of Fronde after seven years as both director and
chairman. On behalf of the board, shareholders and staff I want to thank him for his effort and service. I
also want to thank management for their effort, particularly that of the last quarter to address the issues
with financial performance that have arisen in the business. The Board and Management remain focused
on ensuring a more positive result this coming year.

J Mayson
Chairman
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Chief Executive’s Report
Despite cutting costs as a result of the first half year underperformance, revenue reductions in Wellington
(NZ South) in the second half year put continued pressure on utilisation and margins, resulting in greatly
reduced profitability for the Group. Operational capacity was reduced with redundancies in November,
resulting in improved operational performance by February. This left the company with an overhead
structure in New Zealand oriented to growth that was not being achieved and was therefore not
supportable.

Restructuring For Growth
In February, Fronde’s New Zealand leadership team was restructured, and nine roles were disestablished,
to create a cost structure that will ensure business profitability in the coming year. As a consequence
there is a $150,000 restructuring charge in the reporting year. This change has substantially flattened the
company leadership structure, resulting in improved communications and increased speed of operation.
The marketing function was also consolidated with the creation of a single marketing leader role based in
Sydney. The change in structure is expected to assist with staff retention, which has been a problem in
parts of the Wellington business where the talent market is hot.

Newer Markets
In Australia, Fronde enjoyed 100% revenue growth as a result of the investments the company made in
sales and marketing, and in better performance from our partner relationships. The Liberate messaging
and Liberation territories have proved very effective in this market and are expected to support continued
growth in the coming year. Recurring revenue also grew strongly for the year based on improved Google
and NetSuite business. Significant pre‐sales effort and cost has gone into Fronde Cloud workspace in the
past year in Australia, impacting Q4 performance with revenue from new clients expected from Q2, 2015.
Australia delivered a small profit for the first half year but was unable to sustain that for the full year, with
the mix of business delivering lower margins than expected. The revenue growth rate was extremely good
and tribute to the hard work in sales and marketing for the year, as well as successful delivery.
Fronde’s Auckland (NZ North) business also enjoyed very strong growth with revenue increasing 61% on
the previous year to $11.6m. The Liberate messaging and marketing effort was effective in this enterprise‐
dominated market, however growth in Auckland was not enough to make up for reduced revenue in
Wellington and reduced margin from lower utilisation.

NZ South
As part of the drive to reduce costs we closed our Christchurch office and will now service this region from
Wellington. Fronde sees substantial growth opportunity in the South Island, particularly in Christchurch,
and will continue to develop this market. With reduced revenue and fewer staff in Wellington, we have
decided to rationalise our Wellington premises, sub‐leasing approximately 800 square meters to defray
costs and to make our remaining space more useable.

Looking Ahead
Management has a significant amount of work to do to realise the full potential of the assets we created
last year. Fronde Cloud Workspace continues to provide exceptional promise, though sales cycles are long
to secure the large enterprises that are attracted to this end‐user computing solution. At the end of
March, Fronde has a large, listed Australian company well through the pilot phase and two late stage
opportunities in New Zealand and Australia. We continue to receive heavy support for this solution from
partners Google, AWS and Citrix. As investment funds become available in the next financial year, work
will go into making this solution more attractive for the mid‐market.
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With the downturn experienced in the Wellington market, management has reviewed our offering and
will evolve the “Grow the Core” component of company strategy with a “Pivot to Digital”. This means
emphasising and enhancing our skills in mobile, analytics, web methods and other modern technologies
to help clients transform customer experiences, operational processes and business models.
The development team in Manila expanded this year to finish with nine staff and a number of vacancies.
We will expand our operations in Manila in the coming year with support for our own desktops and for
our clients’ Salesforce applications being sourced from there as the next step to broaden the base. This
growth is supported by a highly trained and effective workforce technical capability that is scarce in New
Zealand or Australia.
Thank you to our people for helping us to achieve the following Awards in the year:


Google Search Appliance Operations Partner of the Year



NetSuite APAC Solution Partner of the Year



NetSuite Five Star Partner status



Google for Work Premier Partner status



Salesforce Platinum Partner status

Ian Clarke
CEO
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Audit Report
INDEPENDENT AUDITOR’S REPORT ON THE SUMMARY FINANCIAL STATEMENTS
TO THE SHAREHOLDERS OF FRONDE SYSTEMS GROUP LIMITED
Report on the Summary Financial Statements
The accompanying summary financial statements of Fronde Systems Group Limited and its subsidiaries (the
“Group”) on pages 8 to 12, which comprise the summary consolidated statement of financial position as at 31
March 2015, and the summary consolidated statement of profit or loss and other comprehensive income,
summary consolidated statement of changes in equity and summary consolidated statement of cash flows for the
year then ended, and related notes, are derived from the audited financial statements of the Group for the year
ended 31 March 2015. We expressed an unmodified audit opinion on those financial statements in our report
dated 15 June 2015.
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 the Group.
Board of Directors’ Responsibility for the Summary Financial Statements
The Board of 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, 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 the Group for
the year ended 31 March 2015 are consistent, in all material respects, with those financial statements, in
accordance with FRS-43: Summary Financial Statements.

Chartered Accountants
15 June 2015
Wellington, New Zealand

This audit report relates to the summary financial statements of Fronde Systems Group Limited and Group (the “Group”) for the year ended 31 March 2015 included
on the Group’s website. The Board of Directors’ are responsible for the maintenance and integrity of the Group’s website. We have not been engaged to report on
the integrity of the Group’s website. We accept no responsibility for any changes that may have occurred to the summary financial statements since they were
initially presented on the website. The audit report refers only to the summary financial statements named above. It does not provide an opinion on any other
information which may have been hyperlinked to/from these summary financial statements. If readers of this report are concerned with the inherent risks arising
from electronic data communication they should refer to the published hard copy of the audited summary financial statements and related audit report dated 2 July
2015 to confirm the information included in the audited summary financial statements presented on this website. Legislation in New Zealand governing the
preparation and dissemination of financial statements and summary financial statements may differ from legislation in other jurisdictions.
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Summary Statement of Profit or Loss and Other
Comprehensive Income
For the year ended 31 March 2015
Group
2015
$000

2014
$000

59,552
(45,314)
14,238

62,653
(47,136)
15,517

(180)
(180)

1,692
1,692

(313)
(16,989)
(109)
(17,411)

(648)
(15,028)
(188)
(15,864)

(Loss)/Profit before income tax expense

(3,353)

1,345

Income tax benefit/ (expense)
(Loss)/Profit for the year

576
(2,777)

(488)
857

Other Comprehensive Income
Gains from:
Translation of foreign operations
Other comprehensive income for the year net of tax
Total comprehensive (loss)/income for the year net of tax

182
182
(2,595)

389
389
1,246

(2,777)
(2,777)

857
857

(38.87)

11.99

Revenue
Cost of sales
Gross profit
(Loss)/Profit from disposal of property
Profit from disposal of property
Other expenses
Expenditure
Finance costs
Total Expenses

(Loss)/Profit attributable to:
Members of the Company entity

(Loss)/Earnings per share:
Basic and diluted (cents per share)

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 2015
Group

2015
$000

2014
$000

9,068
2,989

12,504
2,747

12,057

15,251

Liabilities
Current Liabilities
Non‐current Liabilities

9,515
‐

10,072
42

Total Liabilities

9,515

10,114

Net assets

2,542

5,137

5,036
(2,902)

5,036
(125)

408
2,542

226
5,137

12,057

15,251

Assets
Current Assets
Non‐current Assets
Total Assets

Equity
Issued share capital
Retained earnings
Foreign currency translation
reserve
Total Equity
Total Equity and Liabilities

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 2015

Share
Capital
$000

Retained
Earnings
$000

Foreign
Currency
Translation
Reserve
$000

5,036

(719)

(163)

4,154

‐
‐
‐

857
‐
857

‐
389
389

857
389
1,246

Dividend paid
At 31 March 2014

‐
5,036

(263)
(125)

‐
226

(263)
5,137

At 1 April 2014

5,036

(125)

226

5,137

‐
‐
‐

(2,777)
‐
(2,777)

‐
182
182

(2,777)
182
(2,595)

5,036

(2,902)

408

2,542

Group

At 1 April 2013
Profit on ordinary activities after taxation for the year
Change in foreign currency translation reserve
Total comprehensive income for the year, net of tax

Loss on ordinary activities after taxation for the year
Change in foreign currency translation reserve
Total comprehensive (loss)/income for the year, net
of tax
At 31 March 2015

A copy of the full financial statements can be obtained from Fronde’s registered office.
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Total
$000

Summary Statement of Cashflows
For the year ended 31 March 2015

Group
2015
$000

2014
$000

(3,113)

(322)

Net cash provided by/(used in) investing activities

1,397

(1,732)

Net cash used in financing activities

(534)

(917)

(2,250)
1,654
240

(2,971)
4,235
390

(356)

1,654

Net cash used in operating activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year
Foreign exchange effects
Cash and cash equivalents at the end of the financial year

A copy of the full financial statements can be obtained from Fronde’s registered office.
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Notes to the Financial Statements
The Summary Financial Statements of Fronde Systems Group Limited (“Fronde”), a profit‐oriented entity,
for the year ending 31 March 2015 were extracted from the full Financial Statements authorised for issue
by the Directors on 15 June 2015. An unmodified audit report was issued on 15 June 2015. 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.

Events after reporting date
The Group is currently in active discussions with the seller of the Online One business to make changes to
the agreement to issue additional consideration of up to 533,372 shares in the Company, Fronde Systems
Group Limited, by way of a three year earn‐out, ending 31 March 2016.
The discussions envisage an extension to the earn‐out period by one year (ending 31 March 2017) and
changes to the milestones and targets for the combined Australian Business. As at the date of signing, the
Group is unable to estimate the potential financial impact of the changes due to the number of possible
variables for potential issue of the shares.

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