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Directors’ Report

The principal activity of Martin Aircraft Company Limited (the Company or Martin Aircraft) is the development and
commercialisation of the Martin Jetpack.

The Company has invested in the period to complete design and build of the Series 1 aircraft to aviation standards and
test and demonstrate the aircraft.

Executive Summary

Following the restructure in August 2016 the focus of the Company was narrowed to assembly, testing and delivery of the
Series 1 aircraft. This testing has shown excellent airworthiness characteristics of the aircraft and is a step change
improvement from the earlier prototype’s.

However, the test programme has also demonstrated the following:

e The current engine is sufficient for test and capability demonstration purposes. However, reliability is not
sufficient for sales to first responders or specialist customers where a reduced airworthiness requirement may
be acceptable.

e There is commercial interest in the aircraft but the potential customer base is seeking a certified aircraft with an
alternative proven engine.

e Learning from the test programme has provided significant opportunities for further design refinement and
improvement.

Whilst there remains tangible interest in the technology to transition the product to sales, it is important the Company
continues repeatable Series 1 manned capability demonstrations while designing a new Series 2 commercially viable
certifiable aircraft incorporating a commercially viable engine. It is estimated that this could take up to a further three
years to complete and would require additional capital of approximately US $50m.

As at the beginning of September 2017 the Company had sufficient cash resources to enable trading until the end of
October 2017. Based on our current forecasts, the Company is likely to require additional capital of approximately
NZD$10 million to enable the company to continue trading beyond October and to continue product development and
commercialisation.

Accordingly, and to enable this, the Company has sourced this capital by way of a HK $57.28 million (c.NZD$10m) loan
funding facility from KuangChi Science Limited (KCS). (Refer to Note 2(a) (i) for further information).

In the interim a Series 2 commercial pathway will be confirmed including a capital raising plan to enable funding of the
project.

Finance

The Directors report that the Group’s net loss after tax for the full year ended 30 June 2017 was NZ $24.4 million after
taking into account a NZ $17.6 million impairment of intangible assets.

With respect to the carrying value of intangible assets, the Directors believe there is value inherent in the intangible
assets. However, the value of intangible assets was determined with reference to future cash flows, which are based on
subjective and highly sensitive assumptions, so the Directors have decided to take a prudent view and will fully impair the
NZ $17.6 million value of the intangible assets to nil at balance date. (Refer to Note 2(a)(ii) for further information).

At balance date and after impairment the Company had net assets of NZ $10.8 million, with the majority of this value
comprising cash and bank deposits of NZ $9.8 million.



Going Concern

The view of the Directors — after noting the considerations and risks listed below, and after making due enquiries — is that
they can reasonably expect that the Company will have access to adequate resources to continue operations for the 12-
month period from the date of signing these accounts. For these reasons, the Directors consider the adoption of the
going concern assumption in preparing the financial statements for the year ended 30 June 2017 to be appropriate.

The financial statements have therefore been prepared using the going concern assumption. The Directors have reached
this conclusion having regard to circumstances — including those noted below - that are considered likely to affect the
Company and Group during the period of at least one year from the signing of these accounts, and to circumstances that
they can reasonably foresee will occur after that date, which could affect the validity of the going concern assumption.

Key considerations are set out below:

e Areview of the Company’s Operational Budget Plan and operating cash flow forecasts as prepared by
management covering the 12-month period from September 2017, including a review of key
assumptions made in preparing those forecasts, including but not limited to

o completion of Series 1 repeatahle capability demonstrations in New Zealand, China and other
offshore locations as required

o confirmation of a base design for the Series 2 commercial aircraft incorporating a commercially
viable turbine engine

o the ability in conjunction with KuangChi Science Limited (KCS) to undertake successful capital
raising programme on or before September 2018

e The requirement for an additional NZ $10m in funding to underpin execution of that plan, which has
been secured by way of a binding funding commitment from KCS in the form of a HK$57.28m
(approximately NZ$10m) loan facility that can be drawn down quarterly over the next 12 months to
provide adequate funds to the Company to enable continued development and commercialisation of
jetpacks. In addition, further consideration of

o thatloan being in the best interests of the Company - absent which the Company might be
required to cease trading prior to the end of the year given no alternative sources of capital
currently exist;

o the conditions of that loan, which require the Company’s Board to approve each quarter an
updated Operational Plan and the belief that such approvals will be received; and

o the requirement for repayment of that loan after 12 months (or later by arrangement between
the parties), which will require the Company to undertake a capital raising with the support of
KCS, or in the event that is unsuccessful, to renegotiate financing with KCS.

e Consideration of the overall context within which the Company is operating, including the risks inherent
in developing a highly complex and new aircraft, and elements of the operational plan, which are
continuously reviewed and subject to changes.

Material Uncertainty

Although the additional funding from KCS provides sufficient funding to see the Company through the next 12 months in
line with continuing to meet key milestones and development of the Jetpack, additional funding will be required to repay
the loan and to continue the certification pathway beyond this point.

These conditions, along with other matters set forth above, indicate that a material uncertainty exists that may cast
doubt on the Company and Group's ability to continue as a going concern, and therefore may not be able to realise its
assets and discharge its liabilities in the normal course of business. These financial statements do not include any
adjustments relating to the recoverability and classification of recorded asset amounts or the amounts for classifications
of liabilities that might be necessary should the Group not continue as a going concern.

It must be noted that the Company has proved the ducted fan flight characteristics and performance with its Series 1
aircraft. The Series 1 aircraft will be utilized for further test and capability demonstrations including potential revenue
generation in China for paid flight demonstrations. However, it is also recognized that significant aircraft redesign
including a commercially viable alternate engine will be required prior to achieving meaningful sales. As such the



Company is still a pre-revenue start-up and does not yet have a certified commercial product. As such the Directors must
note that material uncertainty does exist and has been disclosed in this report.

Current Technical Position of the Jetpack

Manned Flight and Demonstration - Series 1 Airworthiness

After achieving successful free flight of the unmanned test vehicle in June the Company progressed into free flight test
envelope expansion and completing the build of the first manned aircraft in July.

The New Zealand Civil Aviation Authority (CAA) granted the Company a conditional Certificate of Airworthiness to allow
the Series1 aircraft to fly manned within its test programme and perform capability demonstrations.

Manned flight and capability demonstrations commenced in August. During testing the Jetpack has shown excellent
airworthiness characteristics and has been a step change improvement from the earlier Prototype 12 Jetpack. This is a
significant milestone in physically proving the flight capability and performance of the aircraft.

Frequent manned testing has yielded significant quantities of data with respect to ducted fan flight characteristics and
performance. This is identifying and enabling ongoing refinement and performance improvement.

It is anticipated the flight envelope and CAA conditions will be progressively expanded in the future based on results from
aircraft testing and validation of aircraft performance.

Series 2 Aircraft and Alternate Engine Options

As previously communicated testing has now confirmed limited performance with respect to the current rotary engine.
Key issues encountered are limited 30-hour life and 10-hour time between overhaul, and as a consequence significant
operating costs. Engine performance could be improved with significant further investment - however it is not
considered to be economically or operationally viable when compared to alternative turbine engines with a 1,000 to
1,500-hour time between overhaul.

Following extensive discussions with potential customers, feedback has been that for commercial operation, a turbine
engine is the preferred option to power the aircraft. The Company is currently working through several alternative engine
options. Final base line design for a commercial Series 2 aircraft with an alternative engine is currently under review with
a pathway expected to be confirmed in October 2017.

It is estimated that a further three years and approximately US $50m will be required to produce a commercially viable
certified Series 2 aircraft incorporating a certified engine. The Company does not believe that meaningful sales can be
achieved until the aircraft is certified.

Looking Forward

Looking forward the Company’s near-term objectives are

e continued flight test and envelope expansion of the Series 1 aircraft

e improvement programme to Series 1 aircraft to enable operational readiness to support China Show
Demonstration concept and offshore capability demonstrations

o Minimal investment in Rotron RT1200 engine to enable performance and reliability improvements

e complete alternate engine feasibility integration assessment and build a Series 2 commercial demonstration
aircraft to prove Series 2 commercial concept

e In conjunction with KCS confirm Series 2 aircraft strategic pathway and undertake a wider capital raising
programme

On behalf of the Board | would like to thank KCS for its ongoing contribution to the Company.

g

Jon Mayson
Chairman



Deloitte.

Independent Auditor’s Report
To the Shareholders of Martin Aircraft Company Limited

Opinion

Basis for opinion

We have audited the consolidated financial statements of Martin Aircraft Company Limited (the
‘Company’) and its subsidiaries (the 'Group’), which comprise the consolidated statement of financial
position as at 30 June 2017, and the consolidated statement of comprehensive income, statement of
changes in equity and statement of cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements, on pages 6 to 33, present fairly, in
all material respects, the financial position of the Group as at 30 June 2017 and its financial performance
and its cash flows for the year then ended in accordance with New Zealand Equivalents to International
Financial Reporting Standards (‘NZ IFRSs’) and International Financial Reporting Standards ('IFRS’).

We conducted our audit in accordance with International Standards on Auditing (‘ISAs’) and
International Standards on Auditing (New Zealand) ('ISAs (NZ)"). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

We are independent of the Group in accordance with Professional and Ethical Standard 1 (Revised) Code
of Ethics for Assurance Practitioners issued by the New Zealand Auditing and Assurance Standards Board
and the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants, and we have
fulfilled our other ethical responsibilities in accordance with these requirements.

Other than in our capacity as auditor and the review procedures undertaken for Callaghan grant funding,
we have no relationship with or interests in the Company or any of its subsidiaries. These services have
not impaired our independence as auditor of the Company and Group.

Material uncertainty related We draw attention to Note 2 (a) (i) and (ii) in the consolidated financial statements which notes that

to going concern

Audit materiality

Key audit matters

Key audit matter

the Group does not yet have a certifiable product. The consolidated financial statements have been
prepared on a going concern basis which is dependent on the Group obtaining funding from the loan
facility with Kuang-Chi Sciences Limited in quarterly installments over the next 12 months, completing
the Series 1 aircraft capability demonstrations, confirmation of a base design for the Series 2 commercial
aircraft and a successful capital raising program before September 2018. These conditions, along with
other matters as set forth in Note 2 (a) (i), indicate the existence of a material uncertainty that may
cast significant doubt on the Group’s ability to continue as a going concern. Our opinion is not modified
in respect of this matter.

We consider materiality primarily in terms of the magnitude of misstatement in the financial statements
of the Group that in our judgement would make it probable that the economic decisions of a reasonably
knowledgeable person would be changed or influenced (the ‘quantitative’ materiality). In addition, we
also assess whether other matters that come to our attention during the audit would in our judgement
change or influence the decisions of such a person (the ‘qualitative’ materiality). We use materiality
both in planning the scope of our audit work and in evaluating the results of our work.

We determined materiality for the Group financial statements as a whole to be $330,000.

Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the context
of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. In addition to the matter described in the
Material Uncertainty Related to Going Concern section, we have determined the matter described below
to be the key audit matter to be communicated in our report.

How our audit addressed the key audit matter and
results

Development Costs

Qur procedures included, amongst others:

As discussed in note 2, testing of the Series 1 aircraft during the year

identified that the current rotary engine is not expected to be viable . Understanding the results of the Series 1 aircraft testing
for development into a commercial product. The Group is currently through discussion with management, engineers and reading
reconsidering the design for a commercial Series 2 aircraft with an the reporting to the Board;

alternative engine design and expects that this will require significant
additional funding and further time before a product is able to be

commercialised.

Given these events:

. Assessing whether development costs met the criteria for
capitalisation during the period and challenging the Group's
assessment of the timing of when the criteria ceased to be
met with specific reference to the technical feasibility of
development plans, the future economic benefits expected to

*  the Group ceased capitalising development costs from April 2017 be generated and availability of resources to commercialise
as the criteria to capitalise development costs for the Series 2 the aircraft. For costs that were capitalised, a sample were
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aircraft are not met as set out in note, agreed to supporting documentation;

. the Group has determined that its previous development assets
are impaired, with an impairment expense of $17.6 million being
recognised in the current year, as set out in note 2(a)(ii) and note

. Evaluating and challenging the assumptions applied in the
Group’s impairment assessment. This involved:

12, and o : ; o Assessing the timing and value of cash flows, and
. the Group reassessed its ability to continue as a going concern as current progress in respect of meeting product
set out in note 2(a) and discussed above in the Material development milestones;

uncertainty related to going concern section.

o Utilising our internal specialists to assess the

These matters involve significant judgement, particularly when methodology used and challenge the reasonableness
determining the recoverable amount of the Group's assets. As of the discount rate applied;
discussed in note 2(a)(ii), the key assumptions involve the expected !
timing and extent of expected cash flows and the discount rate applied. o Considering the sensitivity of the recoverable amount
As a result, we consider this to be a key audit matter. to changes in assumptions.

. Assessing the disclosures contained within the financial
statements to determine if they appropriately reflect the
underlying forecasts and key assumptions made by the
Group.

Other information

Directors’ responsibilities
for the consolidated
financial statements

Auditor’s responsibilities
for the audit of the
consolidated financial
statements

Restriction on use

The directors are responsible on behalf of the Group for the other information. The other information
comprises the information in the Annual Report and ASX 4E documents that accompany the
consolidated financial statements and the audit report.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and consider whether it is materially inconsistent
with the consolidated financial statements or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If so, we are required to report that fact. We have nothing to report in this
regard.

The directors are responsible on behalf of the Group for the preparation and fair presentation of the
consolidated financial statements in accordance with NZ IFRS and IFRS, and for such internal control
as the directors determine is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible on behalf of the
Group for assessing the Group’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the directors
either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do
S0.

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs and ISAs (NZ) will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

A further description of our responsibilities for the audit of the consolidated financial statements is
located on the External Reporting Board’s website at:

https://www.xrb.govt.nz/Site/Auditing Assurance Standards/Current Standards/Pagel.aspx

This description forms part of our auditor’s report.

This report is made solely to the Company’s shareholders, as a body. 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 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.

Michael Hoshek, Partner
for Deloitte Limited
Christchurch, New Zealand
20 September 2017



Martin Aircraft Company Limited
Consolidated Statement of Comprehensive Income
For the year ended 30 June 2017

30 June 30 June
2017 2016
Notes
$ S

Revenue 13,432 45,351
Less: Cost of Sales - .
Gross profit 13,432 49,351
Expenses
Resesrch =nd development expense 12 2,194,000} (1,785,527}
Impairment of intangibles 2z 117,632,337} (2,597,979)
Impairment of fixed assets 2z |221,536) -
Other expenses 4 |9,034,177) [9,603,432)
Total expenses [29,082,050) {13,986,938)
Operating loss (29,068,618) {13,937,587)
Netfinance income 3 368,650 €33,762
Share of losses from investment accounted for using the equity method - [49,253)
Fair value gain/(loss) on derivative liabilities 13 4,284 658 21,258,158
Profit/{loss) before income tax (24,405,270} 7,505,081
Income tax expenze 7 B -
Profit/[loss) after income tax (24,405,270) 7,505,081
Other comprehensive income, net of income tax
items that may be recigssified subseguentiy to profit or (oss
Exchange differences on translating foreign operations (148,828) (327,459)
Total comprehensive profit/[loss) for the year {24,552,096) 7,577,622
Profit/{loss) for the year attributed to!
Cwners of the Company (24,385,793) 7,925,122
Non-contrelling interests [19,477) (20,041)

{24,405,270) 7,805,081
Total comprehensive profit/{loss) for the year attributed to:
Owners of the Company (24,532,619) 7,587,663
Non-controlling interests (18,477) (20,041)

(24,552.096) 7,577,622
Earnings per share
Basic 15 |S0.06) $0.03
Dituted 12 {S0.06) 50.03

(. |dentification
The above Consolidated Statement of Comprehensive Income should be read in conjunction with the accompanying notes. S



ASSETS

Current assets

Cash and cash equivalents
Bank deposits
Receivables

Inventory

Total current assets
Non current assets

Property, plant and equipment
Intangible assets

Total non current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables

Fair value of derivative liabilities

Tetal current liabilities

Total liabilities
Net assets

EQUITY

Share capital

Retained earnings

Share option reserve

Foreign currency transiation reseryve
Non-controlling interests

Total equity

Signed on behalf of the Board

Hpdape-

s

Martin Aircraft Company Limited

Consolidated Statement of Financial Position

Notes

w0 o

11
12

14
13

16

18

Jon Mayson - Chairman
20 September 2017

\Qai\\\\'\ﬁ?-“
The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.

Hamish Bell - Director

20 September 2017

As at 30 June 2017
30 June 30 June
2017 2016

S $
9,758,898 12,608,236
- 17,022,468
618,670 1,188,485
629,104 430,978
11,007,672 31,250,167
2,165,411 1,828,657
260,468 5,748,245
2,429,875 11,576,902
13,437,551 42,827,069
2,401,631 3,005,687
256,415 4,551,073
2,658,046 7,560,760
2,658,046 7,560,760
10,779,505 35,266,309
138,615,345 138,619,345
(128,025,699) (103,843,340)
456,000 504 142
(474,285) [327,459)
204,144 223,621
10,779,505 35,266,309

ol 7 2
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Martin Aircraft Company Limited
Consolidated Statement of Cash Flows
For the year ended 30 June 2017

30 June 30 June
2017 2016
S S
Notes

Cash flows from operating activities

Receipts from customers 4,500 48351
Interest received 565,454 588,514
Other income 13,050 -
Tax received/(paid) (77,572) (43,424)
Payments to suppliers and empioyees (10,931,243) (10,265,644)
Net cash outflow from operating activities 17 (10,421,771) (9,671,203)
Cash flows from investing activities

Cash recognised on acquisition : 4,823,377
Purchase of property, plant and equipment (1,231,169) (1,495,839)
Purchase of intangibles (9,348,604) (8,821,085)
Purchase of equity investments - (2,390,306)
Sale of Jetpacks and Simulator 1,285,000 -
Transfer (to)/from bank deposits 17,022 468 (5,022,468)
Net cash inflow from investing activities 7,727,695  (12,906,321)
Cash flows from financing activities

Issue of ordinary shares - 23,928,406
Net cash inflow from financing activities 5 23,929,406
Net decrease in cash and cash eguivalents (2,694,076) 1,351,882
Cash and cash equivalents, beginning of period 12,608,236 11,571,319
Foreign exchange loss on cash (155,262) (314,965}
Cash and cash equivalents, end of period B 9,758,898 12,608,236

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.




Martin Aircraft Company Limited
Notes to the Consolidated Financial Statements
For the year ended 30 June 2017

Notes to the Consolidated Financial Statements

For the Year Ended 30 June 2017

1 Reporting entity

Martin Aircraft Company Limited (the Company) has developed an aviation prototype that is now being developed further
as commercial products. The Company is a limited liability company incorporated and domiciled in New Zealand. The
address of its registered office is 39 Ballarat Way, Wigram, Christchurch.

The consolidated financial statements presented are for Martin Aircraft Company Limited and its subsidiaries (together
referred to as the Group). Details of its subsidiaries and their principal activities are detailed in Note 21.

These consolidated financial statements have been approved for issue by the Board of Directors on 20 September 2017.

2 Summary of significant accounting policies

The principal accounting policies adopted in the preparation of the consolidated financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

(a) Basis of preparation

These consolidated financial statements have been prepared in accordance with New Zealand Generally Accepted
Accounting Practice (NZ GAAP) and the Companies Act 1993. They comply with the New Zealand Equivalents to
International Financial Reporting Standards (NZ IFRS) and International Financial Reporting Standards (IFRS), as appropriate
for profit-oriented entities.

Martin Aircraft Company Limited is listed on the Australian Securities Exchange (ASX). The Company is registered under the
laws of New Zealand, company number 901393.

The financial statements are presented in New Zealand dollars.
(i) Going concern

During the year the focus of the Company was narrowed to assembly, testing and delivery of the Series 1 aircraft. This
testing has shown airworthiness characteristics of the aircraft and is an improvement from the earlier prototypes. However,
the test programme also demonstrated the current engine is not commercially viable for sales to first responders or
specialist customers (Note 12).

Whilst there remains tangible interest in the technology, to transition the product to sales it is important the Company
continues repeatable Series 1 manned capability demonstrations while designing a new commercially viable certifiable
aircraft incorporating a commercially viable engine. It is estimated that a further three years and approximately US $50m
will be required to complete the project.

This has led to uncertainty for funding of the commercial pathway given the Group’s current cash position and the
expected costs to complete the commercial pathway.

The view of the Directors — after noting the considerations and risks listed below and after making due enquiries — is that
we can reasonably expect that the Company will have access to adequate resources to continue operations for 12-month
period from the date of signing these accounts. For these reasons, the Directors consider the adoption of the going concern
assumption in preparing the financial statements for the year ended 30 June 2017 to be appropriate.

The financial statements have therefore been prepared using the going concern assumption.

We have reached this conclusion having regard to circumstances —including those noted below - that we consider likely to
affect the Group during the period of at least one year from the signing of these accounts, and to circumstances that we
can reasonably foresee will occur after that date, which could affect the validity of the going concern assumption.
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Martin Aircraft Company Limited
Notes to the Consolidated Financial Statements
For the year ended 30 June 2017

Key considerations are set out below:

e Areview of the Company’s Operational Budget Plan and operating cash flow forecasts as prepared by
management covering the 12-month period from September 2017, including a review of key assumptions
made in preparing those forecasts, including but not limited to

o completion of Series 1 repeatable capability demonstrations in New Zealand, China and other
offshore locations as required

o confirmation of a base design for the Series 2 commercial aircraft incorporating a commercially
viable turbine engine

o our ability in conjunction with KuangChi Science Limited (KCS) to undertake successful capital
raising programme on or before September 2018

e The requirement for an additional NZ $10m in funding to underpin execution of that plan, which has been
secured by way of a binding funding commitment from KCS in the form of a HK $57.28m (approximately
NZS$10m) loan facility that can be drawn down quarterly over the next 12 months to provide adequate
funds to the company to enable continued development and commercialisation of jetpacks. In addition,
further consideration of

o that loan being in the best interests of the company - absent which the company might be
required to cease trading prior to the end of the year given no alternative sources of capital
currently exist;

o the conditions of that loan, which require the Company’s Board to approve each quarter an
updated Operational Plan and the belief that such approvals will be received; and

o the requirement for repayment of that loan after 12 months (or later by arrangement between
the parties), which will require the company to undertake a capital raising with the support of
KCS, or in the event that is unsuccessful to renegotiate financing with KCS.

o Consideration of the overall context within which the company is operating, including the risks inherent in
developing a highly complex and new aircraft, and elements of the operational plan, which are
continuously reviewed and subject to changes.

Although the additional approximately $10m of funding from KCS provides sufficient funding to see the Company through
the next 12 months in line with continuing to meet key milestones and development of the Jetpack, additional funding is
required to repay the loan and to continue the certification pathway. These conditions, along with other matters set forth
above, indicate that a material uncertainty exists that may cast doubt on the Group’s ability to continue as a going concern,
and therefore it may not be able to realise its assets and discharge its liabilities in the normal course of business. These
financial statements do not include any adjustments relating to the recoverability and classification of recorded asset
amounts or the amounts or classifications of liabilities that might be necessary should the Group not continue as a going
concern.

(ii) Impairment of intangible assets and property, plant and equipment

In addition to the matters considered above, the Company has considered the Carrying Value of the Company’s assets.
Whilst the Directors believe there is a value inherent within the intangible assets, they believe impairment does exist and
accordingly, have used their judgement to fully impair the development asset and patents associated with the development
asset at balance date. An impairment charge of $17.6m has been recognized in the Statement of Comprehensive Income.

In reaching this conclusion, the Directors have used Discounted Cash Flow (“DCF”) valuation methodology to determine the
recoverable amount.
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In undertaking the DCF modelling, the following factors have been considered:

° Given the nature of the Jetpack being developed, and the sector in which the Company operates, there is no
established or open market for Jetpack technology and assets. In the absence of sales orders and
confirmation of the viability of the Series 2 commercial product, significant judgement is therefore required in
determining inputs to the Discounted Cashflow Flow (DCF) valuation methodology.

° Accordingly, the DCF is based on a number of forward looking assumptions based on judgement and the DCF
is very sensitive to small changes in the assumptions used, as noted further below.

The recoverable amount of the DCF model was determined to be within the range of $0-$30 million based on the following
assumptions:
e Sales volumes are based on a forecast time period of 10 years plus a terminal value calculation. Terminal
growth is estimated to be in the range of 3-5%.
e The discount rate used in calculating the recoverable amount was in the range of 24.5%-27.5%.

Sensitivity of the DCF

To demonstrate the sensitivity of the model, a 1% increase in the discount rate used has a $10m impact on the DCF result.
The DCF model is negative after 10 years, with the value being derived from the terminal years. As such, there are a range
of possible outcomes that could be supported by the DCF.

Given the sensitivity of the assumptions used in the DCF model, it is the Directors’ view that fully impairing the
development asset and associated patents is the most appropriate position to take.

The company has written off the flight test equipment ($221k) that will no longer be utilized going forward.

(iii) Research and development expenses

Based on evidence from the test programme and discussions with its engine manufacturer and customers, the Company
determined that the accounting requirements to continue to recognize the development asset expenditure as an intangible
asset were not met from the end of March 2017, in particular the requirements under NZ IAS 38 to be able to demonstrate
it is technically feasible to complete the product, that the product will be able to generate future economic benefits, and
that the Company has the adequate technical, financial and other resources to complete the development of the product.
Accordingly, from 1 April 2017 these expenses have been treated as Research and Development expense in the
Consolidated Statement of Comprehensive Income.

(iv) Intangible assets

In early 2017, the Group sold three Jetpacks at $1.2m to Shenzhen KuangChi Dream Technology Company Limited (a KCS
subsidiary) with a loss on asset disposal of $193,040. The cash received from the sale of the capitalised development asset is
included in the investing activities. This was not recognised as an inventory sale due to the Company still being in the
development phase.

Included in the impaired development asset cost capitalised during the year is $3,167,756 of salary costs (2016:
$2,528,141).

As a result of the assessment outlined above, the Directors have derecognised and impaired $17.6 million of development
assets (517.0m) and intellectual property (50.6m) at 30 June 2017 (2016: $2.6 million) Note 2(a)(i).

(v) Historical cost convention

The consolidated financial statements have been prepared under the historical cost convention, as modified by the
revaluation of certain assets as identified in specific accounting policies below. The preparation of financial statements in
conformity with NZ IFRS requires the use of certain critical accounting estimates. It also requires management to exercise
its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree of judgement
or complexity, or areas where assumptions and estimates are significant to the consolidated financial statements are
disclosed in Note 2(b). T
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(b) Critical accounting estimates and assumptions

In the application of NZ IFRS, management is required to make judgements, estimates and assumptions about carrying
values of assets and liabilities that are not readily apparent from other sources. The estimates and the associated
assumptions are based on historical experience and various other factors that are believed reasonable under the
circumstances, the results of which form the basis of making the judgements about carrying value of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period
in which the estimate is revised if the revision affects only that period or in the period of the revision, and future periods if
the revision affects both current and future periods.

Key sources of estimation uncertainty and key judgements

Judgements made by management in the application of NZ IFRS that have significant effects on the financial statements
and estimates with a significant risk of material adjustments in the next year are disclosed, where applicable, in the
relevant notes to the financial statements.

Key sources of estimation uncertainty and key judgements include
e impairment of the intangible asset relating to previously capitalised development asset (Note 2(a) (ii);
e capitalisation criteria for recognition of a development asset (Note 2(a)(iii));
e the application of the going concern assumption (Note 2(a)(i)); and
e fair value of derivative investments (Note 13).

(c) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by the
Company and its subsidiaries.

Control is achieved when the Company

e has power over the investee;

e isexposed, or has rights, to variable returns from its involvement with the investee; and

e has the ability to use its power to affect its returns.
The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the investee when the
voting rights are sufficient to give it the practical ability to direct the relevant activities of the investee unilaterally. The
Company considers all relevant facts and circumstances in assessing whether or not the Company's voting rights in an
investee are sufficient to give it power, including
e the size of the Company's holding of voting rights relative to the size and dispersion of holdings of the other vote
holders;
e potential voting rights held by the Company, other vote holders or other parties;
rights arising from other contractual arrangements; and
e any additional facts and circumstances that indicate that the Company has, or does not have, the current ability to
direct the relevant activities at the time that decisions need to be made, including voting patterns at previous
shareholders' meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when the Company
loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and other comprehensive income from the date the Company gains
control until the date when the Company ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of subsidiaries is attributed to the owners of the Company and to
the non-controlling interests even if this results in the non-controlling interests having a deficit balance.
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When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies into
line with the Group's accounting policies.

Allintragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in a business
combination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of the assets
transferred by the Group, liabilities incurred by the Group to the former owners of the acquiree and the equity interests
issued by the Group in exchange for control of the acquiree. Acquisition related costs are generally recognised in profit or
loss as incurred.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share of the
entity's net assets in the event of liquidation may be initially measured either at fair value or at the non-controlling
interests' proportionate share of the recognised amounts of the acquiree's identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction basis.

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree is
remeasured to its acquisition-date fair value and the resulting gain or loss, if any, is recognised in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such treatment would be appropriate if that interest were
disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement period, or additional assets or liabilities are recognised, to
reflect new information obtained about facts and circumstances that existed at the acquisition date that, if known, would
have affected the amounts recognised at that date.

(d) Investments in associates and joint ventures

Associates are those entities in which the Company has significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Company holds between 20% and 50% of the voting
power of another entity. Joint ventures are those entities over whose activities the Group has joint control, established by
contractual agreement and requiring unanimous consent for strategic financial and operating decisions.

Investments in associates and joint ventures are accounted for using the equity method and are recognised initially at cost.
The cost of the investment includes transaction costs.

The financial statements include the Company’s share of the profit or loss and other comprehensive income of equity
accounted investees, after adjustments to align the accounting policies with those of the Company, from the date that
significant influence or joint control commences until the date that significant influence or joint control ceases.

When the Company’s share of losses exceeds its interest in an equity accounted investee, the carrying amount of the
investment, including any long-term investments that form part thereof, is reduced to zero, and the recognition of further
losses is discontinued except to the extent that the Company has an obligation or has made payments on behalf of the
investee.,

(e) Foreign currency translation

(i) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic environment in which
it operates (‘the functional currency’). The financial statements are presented in New Zealand dollars, which is the
Company’s functional currency.

(ii) Foreign currency transactions
Transactions in foreign currencies are translated into the respective functional currencies of Group companies at the
. =
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Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at the
exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value in a foreign
currency are translated into the functional currency at the exchange rate when the fair value was determined. Non-
monetary items that are measured based on historical cost in a foreign currency are translated at the exchange rate at the
date of the transaction. Foreign currency differences are generally recognised in profit or loss.

(ii) Foreign operations

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on acquisition, are
translated into New Zealand dollars at the exchange rates at the reporting date. The income and expenses of foreign
operations are translated into New Zealand dollars at the exchange rates at the dates of the transactions.

Foreign currency differences are recognised in other comprehensive income and accumulated in the translation reserve.

When a foreign operation is disposed of in its entirety or partially such that control, significant influence or joint control is
lost, the cumulative amount in the translation reserve related to that foreign operation is reclassified to profit or loss as
part of the gain or loss on disposal.

(f) Revenue recognition

Revenue comprises the fair value for the sale of goods and services, excluding Goods and Services Tax, and is presented net
of rebates and discounts. The Group recognises revenue when the amount of revenue can be reliably measured; when it is
probable that future economic benefits will flow to the entity; and when specific criteria have been met for each of the
Group’s activities.

Revenue is recognised as follows:

(i) Sales of goods

Sales of goods are recognised when the entity has delivered a product to the customer. The recorded revenue is the gross
amount of sale, net of rebates and discounts, including any costs charged to the customer. Such costs are included in cost
of goods sold.

(i) Sales of services
Sales of services are recognised in the accounting period in which the services are rendered, by reference to completion of
the specific transaction assessed on the basis of the actual service provided as a proportion of the total services to be

provided.

(iii) Interest income

Interest income is recognised using the effective interest method. When a receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being the estimated future cash flow discounted at original effective interest
rate of the instrument, and continues unwinding the discount as interest income. Interest income on impaired loans is
recognised using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment
loss.

(g) Income tax

The tax expense for the period comprises current and deferred tax. Tax is recognised in the statement of comprehensive
income, except to the extent that it relates to items recognized in other comprehensive income or directly in equity. In this
case the tax is also recognised in other comprehensive income or directly in equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance
sheet date.

Deferred income tax is recognised on temporary differences between the tax bases of assets and liabilities and their
carrying amounts in the financial statements. Deferred income tax is determined using tax rates (and laws) that have been
enacted or substantively enacted by the balance sheet date and are expected to apply when the related deferred income
tax asset or liability is realised or settled.

An exception is made for certain temporary differences arising from the initial recognition of an asset or liability. No
deferred tax asset or liability is recognised in relation to these temporary differences if they arose in a transaction, other
than a business combination, that at the time of the transaction did not affect either accounting profit or taxable profit or
loss.
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Deferred income tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable
that future taxable amounts will be available to utilise those temporary differences and losses.

(h) Goods and services tax (GST)

The statement of comprehensive income has been prepared so that all components are stated exclusive of GST. All items
in the statement of financial position are stated net of GST, with the exception of receivables and payables, which include
GST invoiced.

(i) Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the
statement of comprehensive income on a straight-line basis over the period of the lease.

(i) Impairment of non-financial assets

Assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. Intangible assets that have an indefinite useful life are not subject to amortisation and are tested
annually for impairment irrespective of whether any circumstances identifying a possible impairment have been identified.
An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash
generating units). Prior impairments of non-financial assets (other than goodwill) are reviewed for possible reversal at each
reporting date.

(k) Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short term, highly
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash
and which are subject to an insignificant risk of changes in value, and bank overdrafts. Bank overdrafts are shown within
borrowings in current liabilities on the balance sheet.

(n Inventories

Inventories are valued at the lower of cost and net realisable value. Costs, including an appropriate portion of fixed and
variable overhead expenses, are assigned to inventories by the method most appropriate to the particular class of
inventory, valued on a first-in-first-out basis. Net realisable value represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to make the sale.

(m) Other receivables

Other receivables are recognised initially at fair value and subsequently measured at amortised cost, less provision for
doubtful debts.

Collectability of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are written off. A
provision for doubtful receivables is established when there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of receivables. Significant financial difficulties of the debtor, probability
that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30
days overdue) are considered indicators that the trade receivable is impaired. The amount of the provision is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the effective
interest rate. The amount of the provision is recognised in the statement of comprehensive income.

(n) Financial assets

The Group classifies its financial assets in the following categories: financial assets at fair value through profit or loss, loans
and receivables, held to maturity investments and available for sale financial assets. The classification depends on the
purpose for which the investments were acquired. Management determines the classification of its investments at the
initial recognition and re-evaluates this designation at every reporting date.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They arise when the Group provides money, goods or services directly to a debtor with no intention of
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selling the receivable. They are included in current assets, except for those with maturities greater than 12 months after
the balance sheet date which are classified as non-current assets. Loans and receivables are included in cash and cash
equivalents and receivables in the balance sheet.

Loans and receivables are carried at amortised cost, except that accrued interest is presented separately in receivables.
Realised and unrealised gains and losses arising from changes in the fair value of the assets are included in the statement of
comprehensive income in the period in which they arise.

(o) Property, plant and equipment

All property, plant and equipment are stated at historical cost less depreciation and impairment. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance are charged to the statement of comprehensive income during the
financial period in which they are incurred.

Land is not depreciated. Depreciation of property, plant and equipment is calculated using diminishing value so as to
expense the cost of the assets over their useful lives. The rates are as follows:

Motor vehicles 10% - 30%
Plant, property and equipment 10%-67%
Buildings 6% -13.5%

Capital work in progress is not depreciated until commissioned.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in the
profit or loss.

(p) Intangible assets

(i) Research and development

Research expenditure is recognised as an expense as incurred. Development costs that are directly attributable to the
design and testing of an identifiable product are recognised as intangible assets if they meet the recognition criteria. For
labour costs, we capitalise engineering salaries directly attributable to the development asset.

The recognition criteria for capitalising development costs are set on the commercial viability and success of the product
being developed. Otherwise, the costs of development activities are expensed as incurred.

Development costs recognised as assets are amortised over their estimated useful lives.

(ii) Intellectual property

Expenditure incurred on patents, trademarks or licenses are capitalised from the date of application. They have a definite
useful life and are carried at cost less accumulated amortisation. They are amortised only after the patent has been issued,
using the straight-line method over the period of expected benefit but not exceeding 20 years.

(iii) Computer software

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the
specific software. These costs are amortised over their estimated useful lives (3 - 5 years). Costs associated with
maintaining computer software programs are recognised as an expense when incurred.

(iii) Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or disposal.
Gains or losses arising from derecognition of an intangible asset, measured as the difference between the net disposal
proceeds and the carrying amount of the asset, are recognised in profit or loss when the asset is derecognised.
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(a) Trade and other payables

Trade and other payables are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

These amounts represent liabilities for goods and services provided to the Group prior to the end of the financial year
which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

(r) Compound financial instruments

Compound financial instruments comprise convertible notes that can be converted to share capital at the option of the
holder, and the number of shares to be issued does not vary with changes in their fair value.

The liability component of a compound financial instrument is recognised initially at the fair value of a similar liability that
does not have an equity conversion option. The equity component is recognised initially at the difference between the fair
value of the compound financial instrument as a whole and the fair value of the liability component.

Subsequent to initial recognition, the liability component of a compound financial instrument is measured at amortised
cost using the effective interest method. The equity component of a compound financial instrument is not remeasured
subsequent to initial recognition except on conversion or expiry.

(s) Financial liabilities
Financial liabilities are classified as either financial liabilities derivatives ‘at FVTPL' or ‘other financial liabilities'.
(i)  Derivative financial instruments

Derivatives are initially recognised at fair value at the date the derivative contracts are entered into and are subsequently
remeasured to their fair value at the end of each reporting period. The resulting gain or loss is recognised in profit or loss
immediately unless the derivative is designated and effective as a hedging instrument, in which event the timing of the
recognition in profit or loss depends on the nature of the hedge relationship.

(ii)  Other financial liabilities
Other financial liabilities (including borrowings and trade and other payables) are subsequently measured at amortised cost
using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
payments (including all fees and points paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the financial liability, or (where appropriate) a shorter
period, to the net carrying amount on initial recognition.

(iii) Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

(t) Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares are shown in
equity as a deduction, net of tax, from the proceeds.

(u) Employee benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave, and accumulating sick leave expected to
be settled within 12 months of the reporting date are recognised in other payables in respect of employees' services up to
the reporting date and are measured at the amounts expected to be paid when the liabilities are settled. Liabilities for non-
accumulating sick leave are recognised when the leave is taken and measured at the rates paid or payable.

The liability for employee entitlements is carried at the present value of the estimated future cash flows.

Equity settled share based compensation "
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The Company operates an equity settled, share based incentive plan, under which the Company issues share options to
employees, directors and key partners as consideration as an incentive to remain with the Company. The fair value of the
options is recognised as an expense. The total amount to be expensed is determined by reference to the fair value of the
options granted.

The fair value is measured at grant date and spread over the vesting period.

At the end of each reporting period, the Company revises its estimates of the number of options that are expected to vest.
Revisions to original estimates, if any, are recognised in the profit or loss, with a corresponding adjustment to equity.

The fair value of the options granted is measured using the Black-Scholes valuation model, taking into account the terms and
conditions upon which the options are granted. When options are exercised, the Company issues new shares and the amount
in the share options reserve relating to those options, together with the exercise price paid by the employee, is transferred
to share capital.

(v) Dividends

Provision is made for the amount of any dividend declared on or before the end of the financial year but not distributed at
balance date.

(w) Segment reporting

An operating segment is a component of an entity that engages in business activities which earns revenue and incurs
expenses and for which the chief operating decision maker (CODM) review the operating results on a regular basis and
makes decisions on resource allocation. The Company has determined its CODM to be the Company's Board of Directors
on the basis that it is this group that determines the allocation of resources to segments and assesses their performance.

The reportable operating segments of the Company have been determined based on the components of the Company that
the CODM monitors in making decisions about operating matters. Such components have been identified on the basis of
internal reports that the CODM reviews regularly in order to allocate resources and to assess the performance of the
component.

(x) Standards, interpretations and amendments to published standards
There are no new accounting standards or amendments to existing standards that have been adopted by the Group for the
period ended 30 June 2017.

The following accounting standards and amendments to existing standards may impact the Group but are not yet effective
and have not been early adopted by the Group:

NZ IFRS 9 - Financial instruments (effective for annual periods beginning on or after 1 January 2018)

NZ IFRS 9, ‘Financial instruments’, was issued in September 2014 as a complete version of the standard. NZ IFRS 9 replaces
the parts of NZ IAS 39 that relate to the classification and measurement of financial instruments, hedge accounting and
impairment. NZ IFRS 9 requires financial assets to be classified into two measurement categories: those measured as at fair
value and those measured at amortised cost. The determination is made at initial recognition. The classification depends on
the entity's business model for managing its financial instruments and the contractual cash flow characteristics of the
instrument. For financial liabilities, the standard retains most of the NZ IAS 39 requirements. The main change is that, in
cases where the fair value option is taken for financial liabilities, the part of a fair value change due to an entity’s own credit
risk is recorded in other comprehensive income rather than the income statement, unless this creates an accounting
mismatch. The new hedge accounting model more closely aligns hedge accounting with risk management activities
undertaken by companies when hedging their financial and non-financial risks. NZ IFRS 9 introduces a new expected credit
loss model for calculating the impairment of financial assets. The Group will apply this standard from 1 July 2018. The
Group is yet to assess NZ IFRS 9’s full impact.

NZ IFRS 15 - Revenue from contracts with customers (effective for annual periods beginning on or after 1 January 2018)

NZ IFRS 15 addresses recognition of revenue from contracts with customers. It replaces the current revenue recognition
guidance in NZ IAS 18 Revenue and NZ IAS 11 Construction contracts and is applicable to all entities with revenue. It sets
out a 5-step model for revenue recognition to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The Group
has yet to assess NZ IFRS 15's full impact. The Group will apply this standard from 1 July 2018.
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NZ IFRS 16 - Leases (effective for annual periods beginning on or after 1 January 2019)

NZ IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases. The standard
eliminates the classification of leases as either operating leases or finance leases. Instead, there is a single lessee model
which requires a lessee to recognise on the statement of financial position assets and liabilities for all leases with a term of
more than twelve months, unless the underlying asset is of low value. The Group has yet to assess NZ IFRS 16's full impact.
The Group will apply this standard from 1 July 2019.

Amendments to NZ IAS 7 — Disclosure initiative (effective for annual periods beginning on or after 1 January 2017)

These amendments have been issued as part of a project to improve presentation and disclosure requirements. These
amendments require disclosure that allows users of the financial statements to evaluate changes in liabilities, which arises
from financing activities. This includes both changes arising from cash flows and non-cash changes. The Group will apply
this standard from 1 July 2017.

3 Segment reporting

The Group has one operating segment, being development and commercialisation of Jetpack products in New Zealand. The
financial statements reflect the activities of this operating segment. The activities in the Hong Kong subsidiary are not
significant.

4 Expenses

Material other expenses from the Statement of Comprehensive Income comprise

30 June 30 June
Notes 2017 2016
$ $
Audit fees 74,000 72,123
Directors fees 21 230,485 291,062
Listing fees 105,764 133,874
Employee expense 3,775,255 3,580,900
Legal fees 44470 167,801
Consultants 859,872 1,175,171
Marketing expenses 300,079 683,972
Freight and courier 45560 160,501
Travel 355,016 645,586
Operating lease expense 482,730 445 870
Depreciation 11 551,721 365,489
Loss on disposal of fixed assets 11 27,068 2,646
Loss on disposal of intangibles 12 183,040 -
Amortisation of intangibles 12 270,810 291,438
Share opticn expense i8 65,252 245 379
Write-down of inventory 4,095 -
Other Costs 1,548,938 1,337,519
Total other expenses 9,034,177 9,603,432
¥
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5 Remuneration of auditors
During the reporting periods, the following fees were paid or payable for services provided by the auditor of the Group:

30 June 30 June
2017 2016
] S
Audit of finandial statements
Audit and review of financial statements - PwC - 18,123
Audit and review of financial statements - Deloitte 74,000 54,000
74,000 72,123
Other services
Performed by PwC
Services in relation to Initial public
offering and raising of additional capital - 8,650
Performed by Deloitte
Callaghan Funding Audit Confirmation 5,634 2,695
5,634 12,345
Total fees paid to auditors 79,634 84,468

Accumulated tax losses have not been recognised in the balance sheet as it is not expected that the requisite shareholder
continuity for carry forward of tax losses will be maintained (Note 15).

6 Net finance income

30 lune 30 June
2017 2016
$ $

Interest income 404,185 591,266
Foreign exchange gain 1,146 42 811
Total finance income 405,331 634,077
Interest expense (95) (315)
Foreign exchange loss (36,546) -
Total finance costs (36,641) (315)
Total net finance income 368,690 633,762
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7 Income taxation

{i) Current taxation
Income tax (payable)/refundable

(ii) Reconciliation of effective tax rate
Profit/{loss) before income tax

Prima facie taxation @ 28% (2D16: 28%)
Less taxation effect of:

Permanent differences

Temporary differences

Deferred tax asset not recognised
Tax Expense
Represented by:

Current tax
Deferred tax

Income tax expense

Accumulated tax losses
Balance at beginning of period
Adjustment Continuity Breach
Tax loss for period

Balance at end of period
{iii) Imputation crediis

Balance at end of year

8 Cash and bank deposits

Cash at bank
Deposits at call and short term deposits

Total cash and cash equivalents

Bank Deposits

Total cash at bank

Martin Aircraft Company Limited
Notes to the Consolidated Financial Statements
For the year ended 30 June 2017

Bank deposits are deposits held at the bank with a maturity between three and six months.

30 June 30 June
2017 2016
$ $
167,026 137,465
(24,405,270) 7,805,081
(6,833,476) 2,213,423
3,966,719 (5,049,054)
571,676 80,538
(2,295,081) (2,754,693)
2,295 081 2,754,653
12,386,229 2,548,039
8,196,724 9,838,190
20,582 952 12,386,229
167,026 137,465
30 June 30 June
2017 2016
$ $
1,449,644 1,046,251
8,309,254 11,561,985
9,758,898 12,608,236
” 17,022,468
9,758,898 29,630,704
,.-;5\'0_\“6
i/D ot

i . ealion
\ gentitica
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9 Receivables
30 June 30 June
2017 2016
$ S
Other receivables 119,222 659,172
Prepayments 185,186 -
Tax receivable 167,026 137,465
Accrued interest income 12,860 169,234
GST 125,376 222,614
Total receivables 619,670 1,188,485
10 Inventories
30 June 30 June
2017 2016
$ $
Inventory at cost 629,104 430,978
Total inventory 629,104 430,978
11  Property, plant and equipment
Note Land and Motor Vehides Property, Plant Total
Buildings and Equipment
$ s $ S
Cost at 1 July 2015 - 57,436 953,307 1,010,743
Additions 336,745 113 488 851,848 1,402,081
Dispoesals - - (7,620) (7,620)
Cost at 30 June 2016 336,745 170,924 1,897,535 2,405,204
Additions 122,883 11,397 572,619 706,899
Disposals - - (133,606) (133,606)
Transfer from development assets 12 - 519,885 519,885
Cost at 30 June 2017 459,628 182,321 2,856,433 3,498,382
Accumulated depreciation at 1 July 2015 - 11,628 205,780 217,408
Depreciation 10,759 28 626 325,104 365,488
Disposals = “ (6,350) (6,350)
Accumulated depreciation at 30 June 2016 10,759 41,254 524,534 576,547
Depreciation 33,369 27,606 480,746 551721
Dispesals - - (20,833) (20,833)
Impairment - - 221,536 221,536
Accumulated depreciation at 30 June 2017 44,128 68,860 1,215,983 1,328,971
Net book value 30 June 2016 325,986 129,670 1,373,001 1,828,657
Net book value 30 June 2017 415,500 113,461 1,640,450 2,169,411

Cash received from the sale of a long-term asset is included in the investing activities. In early 2017, the Group sold a
simulator at $85,000 with a loss on asset disposal of $27,069 after the accumulated depreciation of $20,754. e A
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During the period $0.5m of assets were transferred from the development asset to property, plant and equipment and
relate to components that will form part of an internally used prototype.

12  Intangible assets

Note Software Development Patents Total
Asset
$ $ $ $

Cost at 1 July 2015 388,149 2,864,676 524,850 3,777,675
Additions 494 884 8,408,414 125,527 9,028,825
Cost at 30 June 2016 883,033 11,273,090 650,377 12,806,500
Additions 26,583 10,251,356 50,346 10,328,295
Disposals - {1,393,040) (1,393,040)
Transfer to property, plant and equipment 11 - (519,885) - (519,885)
Cost at 30 June 2017 909,626 19,611,521 700,723 21,221,870
Accumulated amortisation at 1 July 2015 140,461 - 28,376 168,837
Amortisation 266,337 - 25,102 291,438
Impairment - 2,587,978 5 2,597,979
Accumulated amortisation at 30 June 2016 406,798 2,597,979 53,478 3,058,255
Amortisation 242 360 - 28,450 270,810
Impairment 17,015,542 618,795 17,632,337
Accumulated amortisation and impairment p—— o eI RIT 0755 20.961.402
at 30 June 2017 ’ 611, E £ 2

Net book value 30 June 2016 476,235 8,675,111 596,899 9,748,245
Net book value 30 June 2017 260,468 - - 260,468

In early 2017 the Group sold three Jetpacks at $1.2m to Shenzhen KuangChi Dream Technology Company Limited (a KCS
subsidiary) with a loss on asset disposal of $193,040. The cash received from the sale of the capitalised development asset
is included in the investing activities. This was not recognised as an inventory sale due to the Company still being in the
development phase.

Included in impaired development asset cost capitalised during the year is $3,167,756 of salary costs (2016: $2,528,141).

As mentioned in Note 2(a)(iv), based on evidence from the test programme and discussions with its engine manufacturer
and customers, the Company determined that the accounting requirements to continue to recognise the development
asset expenditure as an intangible asset were not met from the end of March 2017, in particular the requirements under
NZ IAS 38 to be able to demonstrate it is technically feasible to complete the product, that the product will be able to
generate future economic benefits, and that the Company has the adequate technical, financial and other resources to
complete the development of the product. Accordingly, from 1 April 2017 these expenses have been treated as Research
and Development expense in the Consolidated Statement of Comprehensive Income.

Further, as mentioned in Note 2(a)(ii) as part of the annual impairment assessment undertaken by the Directors, the
Directors have impaired $17.6 million of development and patents associated with the development asset at 30 June 2017
(2016: $2.6 million).
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13  Derivative financial liabilities

30 June 30 June
2017 2016
$ $
Derivative liability - Joint Venture Company Option 256,415 4,551,073
Total derivatives 256,415 4,551,073

Derivative liabilities are measured at fair value at the end of each reporting period. The fair value of the derivative financial
instruments at 30 June 2017 was valued by the Company using the Black Scholes option valuation method. At 30 June 2016,
the financial instruments was valued by Grant Sherman Appraisal Limited.

The following table gives information about how the fair values of these financial liabilities are determined (in particular,
the valuation technique(s) and significant inputs used) as well as the level of the fair value hierarchy into which the fair
value measurements are categorised (Levels 1 to 3) based on the degree to which the inputs to the fair value
measurements are observable and the significance of the inputs to the fair value measurement in its entirety, which are

described as follows:

e Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical

assets or liabilities;
e Level 2 fair value measurements are those defined from inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices);

and
o Level 3 fair value measurements are those derived from valuation techniques that include inputs from the asset or

liability that are not based on observable market data (unobservable inputs).

The Joint Venture Company Option derivative financial liabilities is a Level 3 financial instrument.

30 June 30 June
s o . 2017 2016
Financial instrument - Fair value at
Joint Venture Company Option 256,415 4,551,073
256,415 4,551,073
Significant unobservable inputs
Valuation techniqu i di
aluation nig es and I(ey inputs used in —— 30 hine
determining fair value
- 2017 2016
Financial instrument
An option pricing medel is
adopted and the key inputs are
swap assets price, correlation Volatility: 37 .94% Volatility: 53.86%
) co-efficient and the volatilities Discount rate: 22.5%  Discount rate: 22.5%
Share Swap Option : ; ) )
of the swap assets in which value of underlying IV Value of underiying JV
the perpetual growth rate and assets assets

discount rate are key inputs
for the swap assets price

For all the financial liabilities above, slight increases (decreases) in volatility and movement in the listed share price would
result in significant increases (decreases) in the fair value of the of the derivatives liabilities.

The value of the Hong Kong JV asset has only been recognised to the extent it is supported by net assets of the joint
venture company — being the carrying value of the net assets of the entity.

The table below shows a reconciliation of fair value movements in Level 3 financial instruments.
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30 June 30 June
2017 2016
$ $
Opening fair value 4,551,073 98,041,511
Fair value (gain)/loss through profit or loss (4,294,658) (21,258,159)
Fair value transferred to share capital on the exercise of the share swap option - (54,988,277)
Fair value transferred to share capital on the conversion of convertible note - (17,244,002)
Closing fair value 256,415 4,551,073

This profit or fair value gain arises primarily due to the Company share price changing from A$0.51 at 30 June 2016 to
AS0.05 at 30 June 2017.

14  Trade and other payables

30 June 30 June
2017 2016
$ $
Trade payables 1,075,820 1,048,877
Payables due to related parties (note 21) 7,958 33,336
Accrued expenses 1,013,027 1,619,218
Employee entitlements 304,826 308,256
Total trade and other payables 2,401,631 3,009,687

15 Deferred tax assets and liabilities

Accumulated tax losses have not been recognised as a deferred tax asset as it is not expected that the requisite shareholder
continuity for carry forward of tax losses will be maintained and lack of probability the group will generate future taxable
income for the losses to be utilised. Total tax losses as at 30 June 2017 amounted to $20,582,952 (2016: $12,386,299). Tax
losses have been carried forward subject to meeting 49% shareholder continuity.

Research and development costs have been carried forward for tax purposes amounting to $10,101,453 (2016:
$7,985,376).
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16  Share capital

30 June 30 June

Note 2017 2016
Ordinary Shares
Value §
Opening share capital 138,619,345 358,105,154
Shares issued:
Issue of share capital from exercise of share options - 220,001
Increase in capital under share option schemes - 77,955
Fair value transfer from exercise of convertible bond for ordinary 13 - 17,244 002
Ordinary shares issued from exercise of convertible bond B 24,783,333
Fair value transfer from exercise of joint venture option for 13 54988277
ordinary shares ’
Ordinary shares issued in exchange for interest in KuangChi Martin 2,182 945
Jetpack Limited i
Cost of capital raising - 3678
Closing share capital $138,619,345 S 138,619,345
Number:
Opening number of shares on issue 396,864,506 245 254 108
Shares issued:
Ordinary shares issued from exercise of share opticns - 916,670
Ordinary shares issued from exercise of convertible bond 15 - 61,208,728
Ordinay shares issued in exchange for interest in KuangChi Martin 13 - 89,445 000
Jetoack Limited
Total number of shares on issue 396,864,506 396,864,506
Total Share Capital
Value $138,619,345 $138,619,345
Number 396,864,506 396,864,506

The increase in capital under the share option scheme and warrant option represent the value determined under the Black
Scholes valuation method where options have been exercised during the prior year.

Ordinary shares
On 24 February 2015, the Company listed on the Australian Securities Exchange (ASX) under the ticker Symbol ASX: MJP.

All ordinary shares rank equally with one vote attached to each fully paid ordinary share. Ordinary shares do not have a par
value.

Capital management

The Company's objectives when managing capital are to safeguard its ability to continue as a going concern so that the
Company can achieve its objectives of developing commercial Jetpack products. Capital consists of share capital, other
reserves and retained earnings. The Company is not subject to externally imposed capital requirements; however, under
the IPO Investment Agreement with KuangChi Science Limited (KCS), amongst other things KCS approval is required to issue
new equity securities.

Also, on listing on 24 February 2015, 3,980,489 shares were placed in ASX compulsory escrow for 12 months, 46,691,060
shares were held in voluntary escrow until December 2015, and 67,389,024 shares were placed in ASX compulsory escrow
for 24 months. In February 2017, the remaining 67,389,024 shares were released from escrow. At balance date, there are
no shares held in ASX escrow.

Share buy-back
There is no current on-market share buy-back.
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17 Reconciliation of reported profit/(loss) after taxation with cash flows from operating activities
30 June 30 June
2017 2016
$ $
Profit/(loss) after income tax (24,405,270) 7.905,081

Non cash items

Depreciation 551,721 365,488
Amortisation of intangibles 270,810 251 438
Loss on disposal of fixed assets 27,068 2,646
Loss on disposal of intangible assets 195,040 -
Share opticn expense 65,292 245,379
Foreign exchange gain on monetary assets 2,557 (76,449)
Share of losses from investment accounted for using the equity method - 49253
Impairment of intangibles 17,652,337 2,597,979
Impairment of fixed assets 221536 -
Fair value gain on derivative liabilities (4,294 658) {21,258,159)
Other - (42,344)
Changes in:

Increase/(decrease) in trade and other payables (608,056) 1,322,670
Decrease/{increase) in trade and other receivables 568,816 (529,275)
Decrease/(increase) in inventory (198,126) (430,978)
Less items classified as investing and financing activities (448,839) (113,934)
Net cash flow from operating activities (10,421,771) {9,671,203)

18 Company share options

Share Options

In 2008 the Board approved a Company Option Scheme to issue options to selected staff, key partners and Directors. The
term in which options may be exercised and ultimately lapse if not exercised varies from case to case depending on the
terms of issue for each separate option. Each option entitles the holder to one ordinary share in the capital of the
Company. The exercise price is determined by the Board as the fair value of the Company’s share price at the time of issue
of the options. The term of the options is up to five years. Payment must be made in full for all options exercised on the
dates they are exercised.

There are no specific vesting conditions. Vesting period is normally over three years.

At 30 June 2017 there are 3,150,000 options remaining to be exercised under this scheme (30 June 2016: 3,150,000).

In September 2014, the Board approved a new Company Option Scheme to issue options to selected executives and
Directors. The term in which options may be exercised and ultimately lapse if not exercised are outlined in the Share Option
Scheme Rules. Each option entitles the holder to one ordinary share in the capital of the Company. The exercise price is
determined by the Board as the fair value of the Company’s share price at the time of issue of the options. The term of the
options is five years. Payment must be made in full for all options exercised on the dates they are exercised.

There are no specific vesting conditions. If employment or directorship ceases the options automatically terminate unless
the Board approves otherwise.

During the period to 30 June 2017 there were no options issued or cancelled, however 2,320,000 options lapsed.
At 30 June 2017, there are 2,320,000 options remaining to be exercised under this scheme (June 2016: 4,640,000).

Share options outstanding at the end of the reporting periods have the following expiry dates, exercise dates and exercise
prices:
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Expiry Exercise Exercise June 2017 June 2016
Month Month Price No of shares No of shares
Jul 2017 Jul 2015 $0.24 150,000 150,000
Apr 2018 Apr 2014 $0.24 1,000,000 1,000,000
Apr 2018 Apr 2015 $0.24 1,000,000 1,000,000
Apr 2018 Apr 2016 $0.24 1,000,000 1,000,000
Sept 2019 Sept 2014 $0.43 239,998 1,013,332
Sept 2019 Sept 2015 $0.43 506,666 1,280,000
Sept 2019 Sept 2016 $0.43 506,668 1,280,000
Sept 2019 Sept 2017 $0.43 266,667 266,667
May 2020 May 2016 $0.43 266,667 266,667
May 2020 May 2017 $0.43 266,667 266,667
May 2020 May 2018 $0.43 266,667 266,667
5,470,000 7,790,000

Movements in the number of share options outstanding and their related weighted average exercise prices are as follows:

As at 30 June 2017 As at 30 June 2016
Weighted Weighted
average . average .
exercise price Options exercise price Options
S per share $ per share
Balance at beginning of period S 0.35 7,790,000 S 0.34 8,706,670
Exercised n/a S 0.24 (916,670)
Lapsed S 0.43 (2,320,000) n/a
Balance at end of period S 0.33 5,470,000 $ 0.35 7,790,000
There are 4,936,666 options exercisable at 30 June 2017 (June 2016: 5,709,999).
AT —
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19 Earnings per share

Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the period.

Diluted earnings per share is calculated by adjusting the weighted average number of shares outstanding to assume
conversion of all dilutive potential ordinary shares. The Group’s dilutive potential ordinary shares are in the form of share
options.

30 June 30 June
2017 2016
$ $
Profit/(loss) after income tax attributable to shareholders (24,385,793) 7,925,122
Ordinary number of shares 396,864,506 396,864,506
Weighted Average number of shares on issue 396,864,506 296,141 846
Basic earnings/({loss) per share (0.08) 0.03
Diluted earnings/(loss) per share {0.06) 0.03

20 Financial instruments

Credit risk

Financial instruments that potentially subject the Group to credit risk principally consists of bank balances; the maximum
potential exposure to credit risk is $9,758,898 (30 June 2016: $29,630,704). The Group monitors the credit quality of its
major financial institutions that are counter parties to its financial statements and does not anticipate non-performance by
the counterparties. All New Zealand financial institutions have a credit rating of AA- and a Hong Kong financial institution
has a Moody’s Investor Services rating of A3/Stable.

The Group has not provided any guarantees or collateral and has no securities registered against it.
The Group has no credit facilities, other than trade creditors.

Concentrations of credit risk
The Group does not have any significant concentrations of credit risk apart from its deposits with large and reputable
banks.

Liquidity risk
Management and the Board monitors monthly cash forecasts of the Group's liquidity reserve on the basis of expected
cashflow. Trade and other payables are the maximum potential credit exposure.

Foreign exchange risk

The Group has exposure to foreign exchange risk as a result of transactions denominated in foreign currencies, arising from
normal trading activities, and foreign denominated derivative financial liabilites. Balance sheet foreign exchange risk arises
from assets and liabilities held by the Group in foreign currencies.

The Group holds cash of NZD$4,298,594 in HKD at 30 June 2017. If the HKD were to move by 10% the effect would be an
increase/decrease of $429,859 to other comprehensive income.

The Group has a derivative financial liability of NZ5256,415 that is denominated in AUD. If the derivative were to change in
value by 10% the effect would be an increase/decrease of $25,642 to the profit or loss for the period.

Cash flow and fair value interest rate risk
During the initial phases of its business the Group is likely to have significant interest bearing deposits through which it will
be exposed to interest rate risk in the normal course of business.

The Group’s interest rate risk will arise through its exposure to funds on deposit. In future periods it is probable that
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interest rate risk will also arise through borrowings as the Group gears its operations. Any such borrowings raised at
variable rates expose the Group to cash flow interest rate risk.

The Group takes on exposure to the effects of fluctuations in the prevailing levels of market interest rates on its financial
position and cash flows. Interest costs may increase as a result of such changes. They may reduce or create losses in the
event that unexpected movements arise. The current impact of interest rate fluctuations are deemed immaterial.

Fair values
The estimated fair values of financial instruments do not differ from the carrying values.

Financial instruments by category and level of fair value hierarchy

The Group’s financial instruments consist of cash and cash equivalents, bank deposits and other receivables, which are all
categorised as 'loans and receivables'. Trade payables and accrued expenses are classified as liabilities at amortised cost.
The fair value of these instruments is considered approximately equal to their carrying amount. The Group has no 'financial
assets or liabilities at fair value through the profit and loss', with the exception of the financial liabilities disclosed in Note
13.

21  Related party transactions

Key management and Director compensation
Key management and Director compensation are set out below. The key management personnel include the Chief
Executive Officer and those employees who report directly to the CEO.

30 June 30 June
2017 2016
$ $
Salaries and other short-term benefits paid 1,363,177 1,513,919
Directors’ fees paid 263,821 291,062
Share based payments 42,311 245,379

1,669,309 2,050,360

On 14 September 2015 KuangChi Science Limited offered and the Board accepted that KCS Directors comprising Dr Liu
Ruopeng, Dr Zhang YangYang and Dr Luan Lin would not receive Director’s fees effective from their respective appointment
dates. No Director’s fees have been paid to KCS Directors in the period.

Also on 14 September 2015 and with effect from 1 September 2015 the Board approved an increase in Director’s fees within
the $400,000 maximum aggregate level approved by shareholders as follows:

Chairman $80,000pa

Individual Directors $50,000pa

Chair of Remuneration Committee $20,000pa
e  Chair of Audit and Risk Committee $20,000pa
e Committee members $10,000pa

Joint Venture Company
Under the terms of the Investment Agreement, the Company and KCS agreed to establish a company, to be incorporated in
Hong Kong, of which 49% of the issued share capital would be held by the Company and 51% held by KCS (HKCo).

The HKCo joint venture was established on 22 July 2015 and is called KuangChi Martin Jetpack Limited.

Under the terms of the Investment Agreement, KCS had the option of selling its 51% interest in the established HKCo to the
Company at any time following the occurrence of an accelerating event (being where the VWAP of the Company’s shares
was above $1.20 for any period of 30 days after listing on ASX) up to the maturity date of the Investment Agreement, being
22 August 2017 (Maturity Date). The accelerating event was satisfied on 8 April 2015.
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Following discussions between KCS and the Company, KCS decided to exercise its option to sell 90% of its interest in HKCo
to the Company on 29 February 2016. KCS have not exercised their right to complete the remaining 10% share swap prior
to the Maturity Date. Accordingly, the Company owns a 95% interest in HKCo and KCS 5%.

It is anticipated that HKCo will establish an enterprise in China that is intended to undertake research and development and
sales and distribution activities on behalf of the Company in China and Hong Kong. Effective 10 April 2015 the Chinese
Government issued a revision to the Catalogue of Industries for Guiding Foreign Investment (revision 2015). This revision
now requires a Chinese mainland company to be the majority holder of an aviation company. Accordingly, HKCo ownership
of any enterprise established in China cannot exceed 49%.

Related party loan

On 19 September 2017 the Company entered into a HK $57.28m (approximately NZ$10m) loan facility that can be drawn
down quarterly over the next 12 months to provide adequate funds to the Company to enable continued development and
commercialisation of Jetpacks. The loan is repayable in 12 months from the date of the agreement with interest being
payable at the 12-month HIBOR rate + a margin of 3%.

Voting Power of KuangChi Science Limited
KCS holding in the Company is 52.0%.

US Company
Martin Jetpack, USA Inc was incorporated in 2008 under US corporate law. This company has not traded.

22 Commitments and contingencies
The following details commitments associated with the Company.

(a) Capital commitments
There were no capital commitments at balance date (30 June 2016: Nil).

(b) Lease commitments: Company as lessee

The Company leases a premise at 39 Ballarat Way, Wigram, Christchurch for an initial period to 15 September 2019, with a
further right of renewal to 14 September 2022. The operating lease held over this property gives the Company the right to
renew the lease subject to a redetermination of the lease rental by the lessor. The lease expenditure charged to the
Statement of Comprehensive Income during the year is disclosed in Note 4.

With effect from 11 May 2015 the Company has entered a sub-lease of office premises at 120 Wigram Road for an initial
term of 2 years, and a renewal of 12 months, with a further right of renewals to 3 April 2020.

The Company under a Deed of Lease Assignment has entered a lease of land occupied by the hanger until 31 May 2033.

The future aggregate minimum lease payments under the non-cancellable operating leases are as follows:

30 June 30 June
2017 2016
$ $

No later than 1 year 371,236 351,183

Later than 1 year and no |later than 5 years 378,129 624 724

Later than 5 years 162,659 143,000

Total 912,023 1,118,907
(c) Contingent liabilities
The Directors are unaware of the existence of any claim or other contingencies that would have a material impact on the
Company (30 June 2016: Nil). /eote ™
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23  Subsequent events

On 31 August 2017, the Company sold its hanger at the Christchurch International Airport for $400,000 and consolidated
the Flight Operations team back to its main facility at Ballarat Way in Wigram. On completion of the sale a $237,159
contingent liability relating to land lease obligation was extinguished.

On 20 July 2017, the Company entered into a loan agreement with its 95% owned subsidiary KuangChi Martin Jetpack to
loan HK $12.0m (NZ $2.05m) to the Company to ensure that the parent Company had sufficient cash resources to trade
until the end of October 2017.

On 19 September 2017 the Company entered a HK $57.28m loan facility with KCS, refer Note 21.

As outlined in Note 21, KCS has elected not to exercise their option on the HKCo joint venture option.

ey
# Deloitte ™,
For \

f/
\ memmcau/ny
3 e

e



