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Directors’ Report 
The Directors present the Financial Statements of Fronde Systems Group Limited for the year ended 31 
March 2016. 

For and on behalf of the Board on 26 May 2016. 

 

  

  

 

J Mayson  D Irving 
Chairman  Director 
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Chairman’s Report 
On behalf of the Board, I present a substantially improved result for the year ended 31 March 2016. As a 
result of continued, focused action to manage costs in line with revenues, we remained profitable in a 
more challenging second half, and were able to retain and improve upon the results achieved in the first 
half of the year.  

Financial Result 

In the 12 months ended 30 September 2016 we achieved a profit before tax of $1.4m, a $4.8m 
improvement on the prior year. Despite a fall in Revenue of 3.6%, gross profit margin increased to 27% 
and this delivered an additional $1.4m to the bottom line. This was driven by an increase in higher 
margin recurring revenue streams and tighter control on service capacity. Overhead costs were reduced 
by 15% compared to 2015, delivering an improvement of $2.5m and also the business benefited from 
$550k in net foreign exchange gains compared to losses of $300k in the prior year.  

The final result was a $1m profit net of tax. After adjusting for foreign currency translation reserve and 
share based payment reserve, total equity increased from $2.54m to $3.58m. 

Australia  

Revenues from Australia continue to grow strongly and revenue growth was 19% for the year. In line 
with our indications at the half year, with renewed focus on our Google and NetSuite revenue streams, 
we turned a profit in the second half of the year and delivered a profit contribution of $362k. 

Leadership 

In November Ian Clarke stepped down after 8 years as CEO. On behalf of the board, shareholders and 
staff, I thank Ian for his dedication and service during that time.  

Following an international search, Anthony (Ant) Belsham was appointed to the role of CEO in 
December. As reported at the half year Ant has 20 years of Senior Leadership experience with a proven 
track record of building large and diverse teams delivering significant business growth and results.  

I would also like to acknowledge the efforts of Management and Staff during the year, in addressing the 
issues with financial performance over the past year.    

Governance Changes 

At the AGM three of our current Directors, Greg Cross, Andy Lark and myself, will be leaving the Board. A 
subcommittee has been established to lead the search for two new Directors.  

On behalf of the board I would like to thank departing Directors for the important role they have played, 
in particular during the past two years as Fronde has stabilised its business. 

 

J Mayson 
Chairman 
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Chief Executive’s Report 
The year ending 31st March 2016 can be described as a turning point for Fronde as we delivered a 
significant improvement in financial results compared to the previous year. However our business 
continues to undergo a considerable transformation from delivering large projects, to providing a mix of 
recurring services, licenses and project services to our customers. As such, we are still in a state of 
transition as some parts of our business grow, and some are declining.  

Stabilisation 

Senior leadership changes announced in February 2015 helped to reduce costs, but required a 
refocusing and rebuilding period. After a good first half year, it became apparent that we had excess 
capacity versus our pipeline in some parts of the business for the second half. As a result, further action 
was required in November, resulting in the disestablishment of a number of direct and indirect staff 
roles. This action, along with an improved focus on our more profitable services, resulted in a better 
than expected second half. As a result, we now have a stable base to build on moving forward, and we 
are now seeing confidence rebuild with our customers, people, and partners. 

Australia 

During the early part of the year we withdrew the Fronde Cloud Workspace product and decided to 
redirect our efforts into our growing and profitable Google and NetSuite practices. This yielded pleasing 
results in the second half of the year, with continued growth in both areas.  

New Zealand 

Growth in many of our NZ practices is strong, as our focus on helping our clients gain the benefits of 
moving their environments to the cloud by delivering enhanced customer experience and achieving 
product and operational efficiency and excellence is working and leading to profitable ongoing 
engagements. However in the government sector over the financial year we have seen the volume and 
profitability of opportunities for custom software development further reduce as procurement 
processes and investment priorities change. Whilst we continue to assist our government clients with 
their digital transformation initiatives and maximising potential of their transition to the cloud, revenues 
from this sector have declined.  

Highlights 2015/2016 

 Gross Profit increased from 24% to 27% due a focus on a higher margin product and service mix, 
and managing capacity to match pipelines. 

 Recurring revenue (from licenses and managed services contracts) grew by 34% in New Zealand 
and by 26% in Australia. Recurring revenue now represents 28% of our total revenue. 

 Australian revenue grew 19% (to $12.5m) and this business is now profitable. 

 Revenue from New Zealand Products (Our Google and Managed Services businesses) grew 8% 
(to $19.7m). 

 Winning the Google Apps APAC Partner of the Year, and NetSuite APJ Solution Provider Partner 
of the Year awards 
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Outlook 

Looking forward, the 2016/17 year will be one of continued stabilisation, with a focus on improving 
profitability and establishing a strong foundation to build on further. Key areas include: 

 Leveraging our differentiated market position. 

 Increasing our share of business with our existing customers. 

 Increasing Recurring Revenue from licenses and managed services. 

 Continuing to monitor and match our service capacity to demand. 

 Optimising our internal indirect costs. 

 Continuing to grow our Australian business (organically and via our strategic alliance with 
Carlton Football Club). 

Governance Changes 

At the AGM in July, Chairman Jon Mayson, and directors Andy Lark & Greg Cross will stand down. On 
behalf of Fronde, I would like to thank them for their guidance and support, and wish them all the best 
for the future. 

 

.  

Anthony Belsham 
CEO 
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Audit Report 
 
REPORT OF THE INDEPENDENT AUDITOR ON THE SUMMARY FINANCIAL STATEMENTS 

TO THE SHAREHOLDERS OF FRONDE SYSTEM GROUP LIMITED 

 
The accompanying summary financial statements of Fronde Systems Group and its subsidiaries  (‘the Group’) on 
pages 8 to 12, which comprise the summary consolidated statement of financial position as at 31 March 2016, 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 consolidated financial statements of the Group for the year ended 31 
March 2016.  We expressed an unmodified audit opinion on those consolidated financial statements in our report 
dated 26 May 2016.   

The summary financial statements do not contain all the disclosures required for full consolidated financial 
statements under New Zealand Equivalents to International Financial Reporting Standards and International 
Financial Reporting Standards. Reading the summary financial statements, therefore, is not a substitute for reading 
the audited consolidated financial statements of the 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 2016.  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 on behalf of the company for the preparation of a summary of the audited consolidated 
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 accounting advice, we have no relationship with or 
interests in Fronde Systems Group Limited or any of its subsidiaries. These services have not impaired our 
independence as auditor of the Company and Group. 
 

Opinion 

In our opinion, the summary financial statements derived from the audited consolidated financial statements of 
Fronde Systems Group Limited and its subsidiaries for the year ended 31 March 2016 are consistent, in all material 
respects, with those financial statements, in accordance with FRS-43: Summary Financial Statements.   
 
 
 
 
Chartered Accountants 
26 May 2016 
Wellington, New Zealand 
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Summary Statement of Profit or Loss and  
Other Comprehensive Income 
For the year ended 31 March 2016 

 
  2016 2015 
  $000 $000 
    
Revenue  57,433  59,552  
Cost of sales  (41,804) (45,314) 
Gross profit  15,629  14,238  
    
Profit/(Loss) from disposal of property  2  (180) 
Expenditure  (14,076) (17,302) 
Finance costs  (139) (109) 
Total expenses  (14,213) (17,591) 
    

Profit/(Loss) before income tax expense  1,416  (3,353) 

Income tax (expense)/benefit  (411) 576  
Profit/(Loss) for the year  1,005  (2,777) 
    
Other comprehensive income    
Gains/(Losses) from:    
Translation of foreign operations  (345) 182  
Other comprehensive income for the year, net of tax  (345) 182  
Total comprehensive income/(loss) for the year, net of tax  660  (2,595) 

    
    
Profit/(Loss) attributable to:    
     Shareholders of the Parent entity      
  1,005  (2,777) 
    
Earnings/(Loss) per share:    
Basic and diluted (cents per share)  13.99  (38.87) 

 

 

 

 

 

 

 

 

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 2016 

 
  2016 2015 
  $000 $000 
    
 Assets     
 Current Assets   10,736  9,068  
 Non-current Assets   2,717  2,989  
    
 Total Assets   13,453  12,057  
    
 Liabilities     
 Current Liabilities   9,739  9,515  
 Non-current Liabilities   139  -  
    
 Total Liabilities   9,878  9,515  
    
 Net assets   3,575  2,542  
    
 Equity     
 Issued share capital   5,162  5,036  
 Retained earnings   (1,919) (2,902) 
 Foreign currency translation reserve  63  408  
 Share based payment reserve   269  -  
 Total Equity   3,575  2,542  
    
 Total Equity and Liabilities   13,453  12,057  

 

 

 

 

 

 

 

 

 

 

 

 

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 2016 

 
Share 

Capital 
Retained 
Earnings 

Foreign 
Currency 

Translation 
Reserve 

Share 
based 

Payment 
Reserve Total 

 $000 $000 $000 $000 $000 
      
At 1 April 2014 5,036  (125) 226  -  5,137  
      

Profit on ordinary activities after taxation 
for year -  (2,777) -  -  (2,777) 

Change in foreign currency translation 
reserve -  -  182  -  182  

Total comprehensive income for the year, 
net of tax -  (2,777) 182  -  (2,595) 
      

At 31 March 2015 5,036  (2,902) 408  -  2,542  

      
At 1 April 2015 5,036  (2,902) 408  -  2,542  
      

(Loss)/Profit on ordinary activities after 
taxation for year -  1,005  -  -  1,005  

Change in foreign currency translation 
reserve -  -  (345) -  (345) 

Total comprehensive income for the year, 
net of tax -  1,005  (345) -  660  
Dividend paid -  (22) -  -  (22) 
Ordinary shares issued 126  -  -  -  126  
Provision for issue of Ordinary shares -  -  -  269  269  
      

At 31 March 2016 5,162  (1,919) 63  269  3,575  

 

 

 

 

 

 

 

A copy of the full financial statements can be obtained from Fronde’s registered office. 
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Summary Statement of Cashflows 
For the year ended 31 March 2016 

 2016 2015 
 $000 $000 
   
Net cash provided by/(used in) operating activities 1,168  (3,113) 
   

Net cash (used in)/provided by investing activities (98) 1,397  
   
Net cash used in financing activities (40) (534) 
   
   

Net increase in cash and cash equivalents 1,030  (2,250) 
Cash and cash equivalents at the beginning of the financial year  (356) 1,654  
Foreign exchange effects (449) 240  

   

Cash and cash equivalents at the end of the financial year 225  (356) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 2016 were extracted from the full Financial Statements authorised 
for issue by the Directors on 26 May 2016.  An unmodified audit report was issued on 26 May 2016.  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 

On 1 April 2016 a Group company, Fronde Australia Pty Limited, entered into a sponsorship agreement 
with Carlton Football Club based in Melbourne, Australia, to accelerate the Group’s growth in the 
Australian market.  In partial consideration for the sponsorship benefits from this agreement, the 
company agreed to issue 231,250 shares in Fronde Systems Group Limited.  These shares were issued 
on 16 May 2016.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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



 

 

 

 

 



 

 

 


