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TeamTalk Limited

For the Year ended 30 June 2016

The Directors have pleasure in presenting the annual results, together with the audited financial statements of TeamTalk Limited for
the year ended 30 June 2016.

Review of Activities

Results The Group's Loss for the year amounted to $1,310,000.

On behalf of the Board
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Company Director Company Director
Wellington Wellington
24 August 2016 24 August 2016
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TeamTalk Limited

Statement of Comprehensive Income

FOR THE YEAR ENDED 30 JUNE

Group Group
2016 2015
Note $000's $000's
Revenue 6 57,295 57,789
Operating costs 7 (38,728) (35,463)
Gross profit 18,567 22,326
Other income 8 786 616
Administrative expenses 9 (17,556) (18,483)
Results from operating activities 1,797 4,459
Finance income 10 322 228
Finance expenses 10 (2,549) (2,910)
Net finance costs (2,227) (2,682)
(Loss)/Profit before goodwill impairment and income tax (430) 1,777
Goodwill impairment 14 (1,000) -
(Loss)/Profit before income tax (1,430) 1,777
Income tax benefit/(expense) 11 120 (433)
Total comprehensive (loss)/income for the period (1,310) 1,344
Attributable to:

Equity holders of the Company (1,310) 1,344
Non-controlling interest - -
(1,310) 1,344

Earnings per share
Basic earnings per share 17 ($0.046) $0.047
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TeamTalk Limited

Statement of Changes in Equity

FOR THE YEAR ENDED 30 JUNE

Attributable to equity holders of the Company

Share capital Retained Total equity
earnings &
G 2016
roup Other Reserves
Note $000's $000's $000's
Balance at 1 July 2015 60,266 (36,463) 23,803
(Loss) for the period - (1,310) (1,310)
Total comprehensive income for the period - (1,310) (1,310)
Contributions by and distributions to owners of the Company
Dividends to equity holders 16 - (2,284) (2,284)
Total transactions with owners - (2,284) (2,284)
Balance at 30 June 2016 60,266 (40,057) 20,209

Attributable to equity holders of the Company

Share capital Retained Total equity
Group 2015 earnings &
Other Reserves
Note $000's $000's $000's
Balance at 1 July 2014 60,266 (34,525) 25,741
Profit for the period - 1,344 1,344
Total comprehensive income for the period - 1,344 1,344
Contributions by and distributions to owners of the Company
Dividends to equity holders 16 - (3,282) (3,282)
Total transactions with owners - (3,282) (3,282)
Balance at 30 June 2015 60,266 (36,463) 23,803
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TeamTalk Limited

Statement of Financial Position

AS AT 30 JUNE
Group Group
2016 2015
Note $000's $000's
Non-current assets
Property, plant and equipment 13 36,962 40,729
Intangible assets and goodwill 14 21,325 23,705
Finance lease receivable 20 173 101
Prepayments 286 236
Deferred tax assets 12 1,228 -
Total non-current assets 59,974 64,771
Current assets
Trade and other receivables 27(a) 7,212 6,899
Current tax receivable - 441
Finance lease receivable 20 161 163
Prepayments 974 898
Inventory 15 1,781 2,293
Derivatives 27(g) - 243
Cash and cash equivalents 522 424
Total current assets 10,650 11,361
Total assets 70,624 76,132
Equity
Ordinary share capital 16 60,266 60,266
Retained earnings and other reserves (40,057) (36,463)
Total equity 20,209 23,803
Non-current liabilities
Loans and borrowings 18 33,593 35,500
Deferred income 1,299 1,933
Deferred tax liabilities 12 - 435
Total non-current liabilities 34,892 37,868
Current liabilities
Loans and borrowings 18 93 -
Trade and other payables 19 8,934 8,854
Current tax payable 543 -
Deferred income 5,183 5,115
Derivatives 27(g) 770 492
Total current liabilities 15,523 14,461
Total equity and liabilities 70,624 76,132
Net tangible assets per share (50.039) $0.003

On behalf of the Board of Directors
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Director Director
24 August 2016 24 August 2016
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TeamTalk Limited

Statement of Cash Flows

FOR THE YEAR ENDED 30 JUNE

Group Group
2016 2015
Note $000's $000's
Cash flows from operating activities
Cash provided from:
Receipts from customers 57,256 59,775
Net GST receipts/(payments) 1 (272)
57,257 59,503
Cash applied to:
Payments to suppliers and employees (45,029) (47,508)
Interest expense paid (net of realised FX (gain)/loss) (1,776) (2,086)
Income tax paid (559) (1,441)
(47,364) (51,035)
Net cash flows from operating activities 23 9,893 8,468
Cash flows from investing activities
Cash provided from:
Interest income received 13 25
Finance lease interest income received 57 56
Repayment of finance lease receivables 201 224
271 305
Cash applied to:
Acquisition of property, plant and equipment (5,697) (6,182)
Acquisition of goods subject to finance leases (271) (107)
(5,968) (6,289)
Net cash flows from investing activities (5,697) (5,984)
Cash flows from financing activities
Cash provided from:
Proceeds from borrowings 17,650 13,890
17,650 13,890
Cash applied to:
Repayment of borrowings (19,464) (13,029)
Dividends paid (2,284) (3,282)
(21,748) (16,311)
Net cash flows from financing activities (4,098) (2,421)
Net increase/(decrease) in cash and cash equivalents 98 63
Cash and cash equivalents at beginning of year 424 361
Cash and cash equivalents at end of year 522 424
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TeamTalk Limited

Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016
Reporting entity

TeamTalk Limited (“the Company”) is a company domiciled in New Zealand, registered under the Companies Act 1993 and listed on the New Zealand Stock Exchange
(“NZX”). The Company is a FMC Reporting Entity in terms of Part 7 of the Financial Markets Conduct Act 2013. The financial statements have been prepared in accordance
with the requirements of these Acts and the Financial Reporting Act 2013.

The consolidated financial statements of TeamTalk Limited as at and for the year ended 30 June 2016 comprise the Company and its subsidiaries (together referred to as
"the Group”).

The Group is primarily involved in the provision of mobile radio networks, high speed broadband services and ISP services in New Zealand.

Basis of preparation
Statement of compliance

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New Zealand ("NZ GAAP"). They comply with New Zealand
equivalents to International Financial Reporting Standards ("NZ IFRS") and other applicable Financial Reporting Standards, as appropriate for Tier 1 Companies. The financial
statements also comply with International Financial Reporting Standards (“IFRS”).

The accounting policies below have been applied consistently to all periods presented in these financial statements.

In accordance with the Financial Markets Conduct Act 2013, where a reporting entity prepares consolidated financial statements, parent company disclosures are not
required to be included. As such the consolidated financials now disclose only consolidated results of the Group.

The financial statements were approved by the Board of Directors on 24 August 2016.

Basis of measurement

The financial statements are prepared on the historical cost basis except that derivatives (interest rate swaps and foreign exchange contracts) are stated at their fair value.
The financial statements have been prepared on a going concern basis.

Functional and presentation currency

The financial statements are presented in New Zealand dollars ($), which is the Group’s functional currency and are rounded to the nearest thousand.

Use of estimates and presentation

The preparation of financial statements requires management to make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

The area of most significant estimation uncertainty which requires critical judgements in applying the Group's accounting policies is goodwill. Refer to note 14 - Intangible
assets and goodwill.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised and
in any future periods affected.

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these financial statements.

Basis of consolidation
Subsidiaries

Subsidiaries are entities controlled by the Company. Control exists when the Company has the power to govern the financial and operating policies of an entity so as to
obtain benefits from its activities. In assessing control, potential voting rights that presently are exercisable are taken into account. The financial statements of subsidiaries
are included in the consolidated financial statements from the date that control commences until the date that control ceases.

Transactions eliminated on consolidation

Intra-group balances, and any unrealised income and expenses arising from intra-group transactions, are eliminated in preparing the consolidated financial statements.
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TeamTalk Limited

Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016

Significant accounting policies (continued)

Financial instruments
Non-derivative financial instruments

Non-derivative financial instruments comprise trade and other receivables, cash and cash equivalents, loans and borrowings, advances to subsidiaries and trade and other
payables.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value through profit or loss, any directly attributable transaction
costs. Subsequent to initial recognition non-derivative financial instruments are measured as described below.

A non-derivative financial instrument is recognised if the Group becomes a party to the contractual provisions of the instrument. Financial assets are derecognised if the
Group's contractual rights to the cash flows from the financial assets expire or if the Group transfers the financial asset to another party without retaining control or
substantially all risks and rewards of the asset. Regular transactions relating to purchases and sales of financial assets are accounted for at trade date i.e. the date that the
Group commits itself to purchase or sell the asset. Financial liabilities are derecognised if the Group's obligations specified in the contract expire or are discharged or
cancelled.

Cash and cash equivalents comprise cash balances. Bank overdrafts that are repayable on demand and form an integral part of the Group's cash management are included
as a component of cash and cash equivalents for the purpose of the statement of cash flows.

Trade and other receivables

Trade and other receivables are stated at their cost less impairment losses and measured at amortised cost using the effective interest rate method.

Interest-bearing borrowings

Interest-bearing borrowings are classified as liabilities measured at amortised cost and accordingly are measured at amortised cost using the effective interest method.

Advances to subsidiaries

Advances to subsidiaries are classified as assets carried at amortised cost and accordingly measured at amortised cost using the effective interest method.

Trade and other payables

Trade and other payables are stated at cost.

Derivative financial instruments

The Group uses derivative financial instruments to hedge its exposure to interest rate and foreign exchange rate risks arising from operational, financing and investment
activities. In accordance with its treasury policy, the Group does not hold or issue derivative financial instruments for trading purposes. However, derivatives that do not
qualify for hedge accounting are accounted for as trading instruments.

Derivative financial instruments are recognised initially at fair value and transaction costs are expensed immediately. Subsequent to initial recognition, derivative financial
instruments are stated at fair value. The gain or loss on re-measurement to fair value is recognised immediately in profit or loss.

Foreign currency transactions

All foreign currency transactions during the financial period are brought to account using the exchange rate in effect at the date of the transaction. Foreign currency
monetary items at reporting date are translated using the exchange rate at that date.

Share capital

Incremental costs directly attributable to the issue of ordinary shares and share options are recognised as a deduction from equity.

Property, plant and equipment
Recognition and measurement

Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses, if any.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets includes the cost of materials and direct labour,
any other costs directly attributable to bringing the asset to a working condition for its intended use, and the costs of dismantling and removing the items and restoring the
site on which they are located. Purchased software that is integral to the functionality of the related equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as seperate items (major components) of property, plant and
equipment.

Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future economic benefits
embodied within the part will flow to the Group and its cost can be measured reliably. The costs of the day-to-day servicing of property, plant and equipment are recognised
in profit or loss as incurred.
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TeamTalk Limited
Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016

Significant accounting policies (continued)

Depreciation

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each part of an item of property, plant and equipment.

The estimated useful lives for the current and comparative periods are as follows:

- Transmission equipment (Mobile Radio) 12 years
- Network hardware (Broadband and ISP) 2-40 years
- Leasehold improvements 10-20 years
- Office equipment/furniture & fittings 10-12.5 years
- Computer equipment 3-4 years
- Motor vehicles 3-4 years

Depreciation methods, useful lives and residual values are reassessed on a regular basis. Freehold property land is not depreciated.

Intangible assets
Goodwill

Goodwill arises on the acquisition of subsidiaries.

Goodwill represents the excess of the cost of the acquisition over the Group’s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities of the
acquiree. When the excess is negative (negative goodwill), it is recognised immediately in profit or loss.

Subsequent measurement

Goodwill is measured at cost less accumulated impairment losses.

Other Intangible Assets

Other intangible assets that are acquired by the Group and have future useful lives are measured at cost less accumulated amortisation and accumulated impairment losses.

(iii) Amortisation

i

Except for goodwill, intangible assets are amortised on a straight-line basis in profit or loss over their estimated useful lives, from the date they are available for use.

The estimated useful lives for the current and comparative periods are as follows:

Trademarks 10 years
Capitalised development costs 1.5- 2 years
Customer contracts and associated relationships 10 years
Inventories

Inventories are measured at the lower of cost and net realisable value and consist of network components. The cost of inventories is based upon the average cost principle,
and includes expenditure incurred in acquiring the inventories and bringing them to their existing location and condition. Net realisable value is the estimated selling price in
the ordinary course of business, less the estimated costs of completion and selling expenses.

Leased Assets

Leases in terms of which the group assumes substantially all risks and rewards of ownership are classified as finance leases. Other leases are operating leases and not
recognised on the Group's Statement of Financial Position.

Impairment of financial assets

An impairment loss is recognised when the carrying amount of an asset exceeds its recoverable amount at each reporting period. Impairment losses directly reduce the
carrying amount of assets and are recognised in profit or loss.

Impairment of non-financial assets

The carrying amounts of the Group's non-financial assets, other than deferred tax assets and inventories, are reviewed at each reporting date to determine whether there is
any indication of impairment. If any such indication exists then the asset’s recoverable amount is estimated. For goodwill recoverable amount is estimated at each reporting
date.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable amount. A cash-generating unit is the smallest
identifiable asset group that generates cash flows that are largely independent from other assets and groups. Impairment losses are recognised in profit or loss. Impairment
losses recognised in respect of cash-generating units are allocated to goodwill and then on a pro rata basis to all assets.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior periods are assessed at each reporting date for
any indications that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable
amount (other than goodwill). An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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TeamTalk Limited

Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016

Significant accounting policies (continued)

Impairment of receivables

The recoverable amount of the Group’s receivables carried at amortised cost is calculated as the present value of estimated future cash flows, discounted at the original
effective interest rate i.e. the effective interest rate computed at initial recognition of these financial assets. Receivables with a short duration are not discounted.

Impairment losses on an individual basis are determined by an evaluation of the exposures on an instrument by instrument basis. All individual instruments that are
considered significant are subject to this approach.

Employee benefits
Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related service is provided.

A provision is recognised for the amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Revenue
Goods sold

Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of returns and allowances, trade discounts and volume rebates.
Revenue is recognised when the significant risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is probable, the associated
costs and possible return of goods can be estimated reliably, and there is no continuing management involvement with the goods.

Installation fees are one-off upfront payments made by customers at the commencement of service.

Services

Revenue includes access and usage charges under service agreements with the Group. The terms of these service agreements range from monthly to 60-month periods.
Revenue is recognised when the service is performed.

IRU Revenue

An Indefeasible Right of Use ("IRU") is an agreement whereby the owner of fibre optic infrastructure sells the right to have unrestricted use and access to certain specific
fibres within the network for a specified term. Revenue from IRU agreements is initially treated as deferred income and recognised over the life of the contracts.

Deferred income

Income received in advance relates to network services (including IRU agreements) and is initially treated as deferred income and recognised over the life of the contracts.

Lease payments
Operating lease

Payments made under operating leases (as a lessee) are recognised in profit or loss on a straight-line basis over the term of the lease. Lease incentives received are
recognised as an integral part of the total lease expense, over the term of the lease.

Finance lease

Finance income from finance leases (as a lessor) is based on a pattern reflecting a constant periodic rate of return on the lessor's net investment in the finance lease.

Income tax expense

Income tax expense comprises current and deferred tax. Income tax expense is recognised in profit or loss except to the extent that it relates to items recognised directly in
other comprehensive income or equity, in which case it is recognised in other comprehensive income or equity.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is not recognised for the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit and temporary differences arising from the initial recognition of goodwill. Deferred tax is measured at the tax rates that are expected
to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which temporary difference can be utilised. Deferred
tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Goods and services tax

The financial statements have been prepared on a GST exclusive basis, except for receivables and payables which are stated inclusive of GST.
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TeamTalk Limited

Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016

Significant accounting policies (continued)

Finance income and expenses

Finance income comprises interest income on funds invested, finance leases and gains on hedging instruments that are recognised in profit or loss. Interest income is
recognised as it accrues, using the effective interest method.

Finance expenses comprise interest expense on borrowings, impairment losses recognised on financial assets (except for trade receivables) and losses on hedging
instruments that are recognised in profit or loss. All borrowing costs are recognised in profit or loss using the effective interest method.

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with the conditions attaching to them and that the grants will be
received.

Government grants whose primary condition is that the Group should purchase, construct or otherwise acquire non-current assets are recognised as deferred income in the
Statement of Financial Position and transferred to profit or loss on a systematic and rational basis over the useful lives of the related assets.

Earnings per share

The Group presents basic earnings per share ("EPS") data for its ordinary shares. Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of
the Company by the weighted average number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss attributable to
ordinary equity holders and the weighted average number of ordinary shares outstanding for the effects of all potentially dilutive issues of ordinary shares.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be estimated reliably, and it is probable that an
outflow of economic benefits will be required to settle the obligation. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the liability.

Changes in accounting policies

No changes to accounting policy have been made during the year and policies have been consistently applied to all years presented in the financial statements.

Determination and presentation of operating segments

Segment results that are reported to the Managing Director include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.
Unallocated items comprise the Company's external borrowings from Westpac New Zealand Limited.

New standards and interpretations not yet adopted

Standards and new interpretations that have been issued and are effective for periods beginning on or after 1 July 2016 have not been adopted in these financial
statements:

NZ IFRS 15: Revenue from Contracts with Customers (effective 1 January 2018); and

NZ IFRS 9: Financial Instruments (effective 1 January 2018); and

NZ IFRS 16: Leases (effective 1 January 2019).

These standards and interpretations are not expected to have a material impact on the financial statements of the Group.

Determination of fair values

A number of the Group's accounting policies and disclosures require the determination of fair value, for both financial and non-financial assets and liabilities. Fair values
have been determined for measurement and/or disclosure purposes based on the following methods. Where applicable, further information about the assumptions made in
determining fair values is disclosed in the notes specific to that asset or liability.

(a) Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the market rate of interest at the reporting date.

(b) Derivatives

The fair value of interest rate swaps and foreign exchange contracts are based on bank quotes. Those quotes are tested for reasonableness by discounting estimated future
cash flows based on the terms and maturity of each contract and using market interest rates for a similar instrument at the measurement date.

(c) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and interest cash flows, discounted at the market rate of
interest at the reporting date. In respect of the liability component of convertible notes, the market rate of interest is determined by reference to similar liabilities that do
not have a conversion option.
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TeamTalk Limited

Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016

5 Segment reporting
Segment results that are reported to the CEO (the chief operating decision maker) include items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Unallocated items comprise the Company's external borrowings from Westpac New Zealand Limited.

The Group has three reportable segments, as described below, which are the Group’s strategic divisions. The strategic divisions offer different products and services, and are managed
separately because they require different technology and marketing strategies. For each of the strategic divisions, the Group’s CEO reviews internal management reports on at least a
quarterly basis. As a result of the amalgamation of Araneo Limited into the parent company TeamTalk Limited on 30 June 2015, the structure of the internal organisation and the basis
of the measurement of the operating segments has changed. Amounts reported for the prior periods have been restated to conform with the current period's presentation. The
following summary describes the operations in each of the Group’s reportable segments:

Wireless Networks: this segment includes the traditional mobile radio business of TeamTalk Limited along with associated finance leasing, data and GPS tracking products and the
wireless broadband business of TeamTalk Limited.

Wired Networks: this segment includes the wired broadband business of CityLink Limited who provides broadband connectivity and ancillary related services to a range of wholesale
customers and end users.

ISP: this segment is the BayCity Communications Limited Group which provides ISP and related telecommunications services primarily to rural residential customers.

Information regarding the results of each reportable segment is included below. Revenues, Costs, Assets and Liabilities are measured in accordance with the Group’s Accounting
Policies in Note 3, as included in the internal management reports that are reviewed by the Group’s CEO. Segment EBIT is used to measure performance as management believes that
such information is the most relevant in evaluating the results of certain segments relative to other entities that operate within these industries.

Inter-Segment /

Group 2016 Wireless networks Wired networks ISP Total
Unallocated

$000's $000's $000's $000's $000's
Operating revenue & other income
- Sales to customers outside the Group 19,808 13,810 24,463 - 58,081
- Inter-segment sales 455 127 52 (634) -
Total revenue 20.263 13.937 24,515 (634) 58.081
Costs
- Costs paid to suppliers outside the Group (15,779) (6,580) (23,080) - (45,439)
- Inter-segment costs 595 (577) (652) 634 -
Total costs (15,184) (7,157) (23,732) 634 (45,439)
EBITDA 4,029 7,230 1,383 - 12,642
Depreciation and amortisation (2,594) (1,895) (4,518) - (9,007)
Impairment of fixed assets and inventory - - (1,838) - (1,838)
Impairment of goodwill - - (1,000) - (1,000)
EBIT 1,435 5,335 (5,973) - 797
Finance income 322
Finance expense (2,549)
Net interest (2,227)
Loss before income tax (1,430)
Income tax benefit/(expense) 120
Loss for the period . (130
Capital expenditure 1,985 1,659 2,053 - 5,697
Total assets 22,031 34,376 14,217 - 70,624
Total liabilities 8,898 3,890 4,127 33,500 50,415

Inter-Se t
Group 2015 Wireless networks Wired networks ISP nter-Segment / Total
Unallocated

$000's $000's $000's $000's $000's
Operating revenue & other income
- Sales to customers outside the Group 20,092 13,393 24,920 - 58,405
- Inter-segment sales 734 123 25 (882) -
Total revenue 20,826 13,516 24,945 (882) 58.405
Costs
- Costs paid to suppliers outside the Group (15,931) (6,854) (22,441) - (45,226)
- Inter-segment costs 245 (468) (659) 882 -
Total costs (15,686) (7,322) (23,100) 882 (45,226)
EBITDA 4,161 6,539 2,479 - 13,179
Depreciation and amortisation (2,416) (1,793) (2,854) - (7,063)
Impairment of fixed assets and inventory - - (1,657) - (1,657)
EBIT 1,745 4,746 (2,032) - 4,459
Finance income 228
Finance expense (2,910)
Net interest (2,682)
Profit before income tax 1,777
Income tax benefit/(expense) (433)
Profit for the period 44
Capital expenditure 2,146 2,031 2,005 - 6,182
Total assets 22,932 36,182 17,018 - 76,132
Total liabilities 8,842 5,257 2,730 35,500 52,329
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TeamTalk Limited

Notes to the financial statements

FOR THE YEAR ENDED 30 JUNE 2016

6

10

11

Revenue Group Group
2016 2015
$000's $000's
Revenue from network - on-going fees 54,496 54,455
Installation fees 1,108 846
Revenue from co-location facilities 687 722
Other revenue 1,004 1,766
57,295 57,789
Other revenue includes upfront fees, early termination fees, non-recurring fees and hardware sales.
Operating Costs Group Group
2016 2015
$000's $000's
The following items are included in operating costs:
Depreciation on network assets 7,056 6,017
Impairment of fixed assets 937 1,657
Amortisation and impairment of intangibles 2,386 538
Telecommunications Development Levy 479 535
Network operating costs 15,415 14,832
Other operating costs 12,455 11,884
38,728 35,463
Other income / (expense) Group Group
2016 2015
$000's $000's
Government grants recognised 627 432
Other income 159 184
786 616
Administrative expenses Group Group
2016 2015
$000's $000's
The following items are included in administration expenses:
Auditor's remuneration to KPMG comprises:
- Audit of financial statements 125 150
- Regulatory audit work 8 8
- Taxation services 9 75
Depreciation of non-network assets 465 509
Fees paid to directors 222 179
Operating lease costs 275 102
Rental expenses 573 561
Premises operating expenses 213 247
Wages and salaries 11,635 12,335
Contributions to Kiwisaver 274 273
Marketing expenses 389 511
Other admin expenses 3,368 3,533
17,556 18,483
Finance income and expense Group Group
2016 2015
$000's $000's
Interest income on bank deposits 13 25
Net realised gain on foreign exchange 252 147
Finance lease interest income 57 56
Total finance income 322 228
Interest expense on external borrowings (2,040) (2,233)
Net unrealised loss in fair value of derivatives (509) (677)
Total finance expenses (2,549) (2,910)
Net finance income / (costs) (2,227) (2,682)
Income tax expense Group Group
2016 2015
$000's $000's
(a) Income tax expense
(Loss)/profit before income tax (1,430) 1,777
Adjustments:
- Impairment of subsidiary 1,000 -
- Non-deductible entertainment 62 86
- Other non-assesable income - (280)
- Other non-deductible expenditure 22 10
Taxable (loss)/income (346) 1,593
Current period tax expense @ 28% (2015: 28%) (97) 446
Prior period adjustment (23) (13)
Income tax expense/(benefit) (120) 433
Comprising:
Income tax expense 1,543 972
Deferred tax expense
Origination and reversal of temporary differences (1,663) (539)
(1,663) (539)
Total income tax expense (120) 433
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11  Income tax expense (continued)
(b) Reconciliation of effective tax rate Group Group Group Group
2016 2016 2015 2015
% $000's % $000's
(Loss)/profit for the period (1,310) 1,344
Total income tax (benefit)/expense (120) 433
(Loss)/profit before income tax (1,430) 1,777
Income tax using the Company’s domestic tax rate (28.0%) (400) 28.0% 497
Impairment of subsidiary 19.6% 280 - -
Non-deductible entertainment 12% 17 13% 24
Other non-assesable income - - (4.4%) (78)
Other non-deductible expenditure 0.4% 6 0.2% 3
Prior period adjustment (1.6%) (23) (0.7%) (13)
(8.4%) (120) 24.5% 433
(c) Imputation credits
Imputation credits available for use in future periods were Group $26,000 (debit) (2015: $251,000).
12 Deferred tax assets and lia es
Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:
Group Assets Liabilities Net
2016 2015 2016 2015 2016 2015
$000's $000's $000's $000's $000's $000's
Property, plant and equipment 2,970 2,427 (2,581) (2,640) 389 (213)
Inventory - - (102) (100) (102) (100)
Intangibles - - (417) (798) (417) (798)
Finance lease receivable - - (94) (74) (94) (74)
Trade and other payables 768 568 - - 768 568
Tax losses recognised 684 182 - - 684 182
Net tax asset/(liability) 4,422 3,177 (3,194) (3,612) 1,228 (435)
in p y diffi during the year
Movements in deferred tax assets and liabilities are attributable to the following:
Balance in P&L d Balance
Group 2016 1July 2015 in otl:ler 30 June 2016
comprehensive
income
$000's $000's $000's $000's
Property, plant and equipment (213) 602 - 389
Inventory (100) (2) - (102)
Intangibles (798) 381 - (417)
Finance lease receivable (74) (20) - (94)
Trade and other payables 568 200 - 768
Tax loss carry-forwards 182 502 - 684
(435) 1,663 - 1,228
Balance in P&L d Balance
Group 2015 1July 2014 in 0l|t|el‘ 30 June 2015
comprehensive
income
$000's $000's $000's $000's
Property, plant and equipment (345) 132 - (213)
Inventory (34) (66) - (100)
Intangibles (852) 54 - (798)
Finance lease receivable (107) 33 - (74)
Trade and other payables 249 319 - 568
Tax loss carry-forwards 115 67 - 182
(974) 539 - (435)
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13 Property, plant and equipment

$000's Transmission . "
equipment and Assets under Computer Office equipment, Leasehold

N Freehold property Motor Vehicles N furniture and R Total

Group 2016 network construction equipment - improvements
fittings
hardware

Cost
Balance at 1 July 2015 116,965 1,993 100 65 4,214 1,263 1,362 125,962
Additions 194 5,267 - - 268 65 - 5,794
Disposals (1,666) - - (53) (1) (17) - (1,737)
Transfers 4,881 (4,907) - - - - 26 -
Reclassification to
inventory (103) - - - - - - (103)
Balance at 30 June 2016 120,271 2,353 100 12 4,481 1,311 1,388 129,916
Depreciation and impairment losses
Balance at 1 July 2015 (79,938) - - (37) (3,672) (878) (708) (85,233)
Depreciation for the year (7,831) - - (4) (274) (99) (88) (8,297)
Impairment loss (928) - - - - 9) - (937)
Disposals 1,454 - - 33 5 20 - 1,512
Balance at 30 June 2016 (87,243) - - (9) (3,941) (966) (796) (92,954)
Carrying amounts
At 1July 2015 37,027 1,993 100 28 542 385 654 40,729
At 30 June 2016 33,028 2,353 100 3 541 345 592 36,962

Impairment loss

The Group reassesses the carrying values of the property, plant and equipment at each reporting period, with a view to ensuring the carrying value does not exceed the recoverable
value of the assets. This review has confirmed that there is currently no need for any further impairment adjustment, other than that already recognised in profit or loss in respect of
transmission equipment and network hardware.

Change in estimates

During the year the Group conducted a review of the actual and planned usage of the ISP hardware components, which resulted in revised estimated useful lives of these assets for the
purpose of calculating depreciation. These changes in the estimated useful lives are accounted for as changes in accounting estimates and have resulted in an additional depreciation in
the financial year of $2,017,000. These changes will have no impact on the financial statements that have already been disclosed by the Group in prior years.

$000's Transmission . "
equipment and Assets under Computer Office equipment, Leasehold
N Freehold property Motor Vehicles N furniture and R Total
Group 2015 network construction equipment - improvements
fittings
hardware
Cost
Balance at 1 July 2014 109,128 4,655 100 96 4,259 988 1,359 120,585
Additions 328 5,659 - - 301 44 1 6,333
Disposals - - - (31) (550) (4) - (585)
Transfers 7,661 (8,321) - - 204 235 2 (219)
Reclassification to
inventory (152) - - - - - - (152)
Balance at 30 June 2015 116,965 1,993 100 65 4,214 1,263 1,362 125,962
Depreciation and impairment losses
Balance at 1 July 2014 (72,613) - - (46) (3,640) (706) (616) (77,621)
Depreciation for the year (6,018) - - (12) (326) (78) (92) (6,526)
Impairment loss (1,307) - - - (256) (94) - (1,657)
Disposals - - - 21 550 0 - 571
Balance at 30 June 2015 (79,938) - - (37) (3,672) (878) (708) (85,233)
Carrying amounts
At 1July 2014 36,515 4,655 100 50 619 282 742 42,963
At 30 June 2015 37,027 1,993 100 28 542 385 654 40,729
14  Intangible assets and goodwill Group
Customer contracts
& intangibles Goodwill Total
$000's $000's $000's
Carrying value
Balance at 1 July 2015 2,909 20,796 23,705
Additions 6 - 6
Amortisation (485) - (485)
Impairment loss (901) (1,000) (1,901)
Balance at 30 June 2016 1,529 19,796 21,325
Balance at 1 July 2014 3,215 20,796 24,011
Additions 232 - 232
Amortisation (538) - (538)
Balance at 30 June 2015 2,909 20,796 23,705
Identifiable ibles - C C

The Customer contract & related customer relationship intangible asset comprises two components, a customer list which was acquired as part BayCity Communications
Limited assets in December 2012 and a customer list which was recorded upon the acquisition of BayCity Communications Limited. Both Customer contract & related
customer relationship intangible asset are amortised on a straight line basis over an estimated 10 year useful life. The amortisation expense is recognised within

Operating costs.

The Customer contract intangible asset is reviewed at each financial year end for indications of impairment. If any such indication exists a secondary test is undertaken to
determine whether a recoverable amount can be estimated for the individual asset or whether the recoverable amount to be estimated is that of the CGU to which the

individual asset belongs.

At 30 June 2016 there were potential signs of impairment (2015: nil) and the Customer contract intangible asset which was acquired as part of the assets of BayCity
Communications Limited in December 2012 was written down to nil. It has been determined that the recoverable amount of the customer contract & related customer
relationship which was recorded upon acquisition of BayCity Communications Limited cannot be estimated in isolation. Accordingly the recoverable amount of BayCity
Communications Limited has been estimated in total with any resultant impairment loss recorded against the goodwill relating to BayCity Communications.
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14  Intangible assets and goodwill (continued)

Impairment testing for cash-generating units containing goodwill

For the purpose of impairment testing, goodwill is allocated to the Group's operating businesses.

as follows:
2016 2015
$000's $000's
TeamTalk Limited - Mobile radio business 4,838 4,838
CityLink Limited - Broadband business 11,652 11,652
TeamTalk Limited - Wireless broadband business 548 548
BayCity Communications Limited - Internet service provider 2,758 3,758
19,796 20,796

The aggregate carrying amounts of goodwill allocated to each CGU are

The Goodwill for these CGUs is not amortised however it is subject to an annual impairment test whether indications of impairment exist or not. Accordingly the
goodwill was tested for impairment at 30 June 2016. A discounted cash flow valuation, on a value-in use basis, was prepared for each business unit using a combination
of past experience of revenue growth, operating costs, margins and capital expenditure requirements for that CGU and, where appropriate, external sources of
information were also used.

In each case the initial years of future cash flow projections were based on a combination of a continuation of the trends of the 2016 financial year and budgets for the
2017 financial year. Explicit projections were then made for periods of either a further 3 or 4 years. The projections for each CGU reflect the maturity of each business
and, where appropriate, expected growth potential. Cash flows beyond those explicit projections have been extrapolated using estimated terminal growth rates
appropriate for each CGU. The terminal growth rates do not exceed the long-term average growth rate for the industries in which the CGUs operate. The highest long
term growth rate applied is 1.5% (2015: 2.0%).

The rates used ranged from 9.71% - 12.36% (2015: 13.04 — 17.13%). In the prior year there was a separate impairment test for Araneo Limited which was subsequently
amalgamated into TeamTalk Limited so no separate impairment test was conducted in 2016. Allowing for that the comparative rates used in 2015 ranged between
13.04% - 14.36%.

This exercise confirmed that there are no impairment issues necessitating a write down of goodwill in respect of CityLink Limited and TeamTalk Limited as in each of
those cases the CGU’s value was in excess of its carrying value (both at the Group and Company level). However, the exercise in relation to BayCity Communications
Limited showed a recoverable amount below the carrying value for that CGU. Accordingly an impairment charge of $1.000 million was made agains the goodwill
allocated to the CGU. This non-cash charge has been recognised in profit or loss.

15  Inventory Group Group
2016 2015

$000's $000's

Radio & Data units 368 492
Satellite network components 634 900
Broadband network components 435 407
Wireless and Mobile Radio network components 344 494

1,781 2,293

In 2016 the Group sold inventory with a carrying value amounting to $519,254 recognised as part of operating costs. (2015: $1,073,265). The remainder is held for use by

the Group.
16  Capital and reserves
Share capital
The Company has 28,368,994 fully paid no par value shares on issue at balance date (30 June 2015: 28,368,994). All shares have equal rights and rank equally with regard to the
Company's residual assets.
2016 2015 2016 2015
Shares on issue number of shares number of shares $000's $000's
Opening balance at 1 July 28,368,994 28,368,994 60,266 60,266
Closing balance at 30 June 28,368,994 28,368,994 60,266 60,266
Dividends
The following dividends were declared and paid by the Group for the year ended 30 June: 2016 2015
$000's $000's
Final dividend for prior financial year $0.04 per qualifying ordinary share (2015: $0.075) 1,142 2,140
Interim dividend for current financial year $0.04 per qualifying ordinary share (2015: $0.04) 1,142 1,142
2,284 3,282
17  Earnings per share

Basic and diluted earnings per share

The calculation of basic earnings per share at 30 June 2016 was based on the loss attributable to ordinary shareholders of $1,310,000 and a weighted average number of

ordinary shares outstanding of 28,368,994 (2015: 28,368,994) calculated as below:

There were no dilutive equity instruments on issue during the year so there is no difference between Basic and Diluted EPS at 30 June 2016 (2015: Nil)

2016 2015
$000's $000's
Profit attributable to ordinary shareholders (1,310) 1,344
in shares in shares

Weighted average number of ordinary shares
Issued ordinary shares at 1 July 28,368,994 28,368,994
Number of shares issued during the year - -
Issued ordinary shares at 30 June 28,368,994 28,368,994
Weighted average number of ordinary shares for the period 28,368,994 28,368,994
Weighted average number of ordinary shares for the period (fully diluted) 28,368,994 28,368,994
Basic earnings per share ($) ($0.046) $0.047
Diluted earnings per share ($) ($0.046) $0.047
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18

(a)

(b)

19

20

21

22

Loans and borrowings Group Group
2016 2015
$000's $000's
Non-current lial
Secured bank loan 33,500 35,500
Other unsecured borrowings 93 -
33,593 35,500
Current liabilities
Other unsecured borrowings 93 -
93 -
Term loan repayment schedule
The terms and conditions of outstanding loans are as follows:
Group Nominal interest Year of maturity Fair value Carrying Fair value Carrying amount
rate amount
2016 2016 2015 2015
$000's $000's $000's $000's
Secured bank loan BKBM plus margin 2018 33,500 33,500 35,500 35,500
Other unsecured borrowings 186 186 - -
Total interest-bearing liabilities 33,686 33,686 35,500 35,500

The Company and Group have secured funding facilities with Westpac New Zealand Limited with, at 30 June 2016, a combined limit of $40 million and a maturity of
December 2018 (2015: $40 million and December 2018). Subsequent to balance date the facility limit was reduced to $37.50 million and the maturity amended to

September 2017.

The secured bank loans are subject to various covenants such as debt coverage and interest coverage. Throughout the year the Company has complied with all debt

covenant requirements.

As well as a charge over the Company's assets the secured bank loans are also secured by cross-guarantees from the Company's subsidiaries whereby they each provide
a guarantee of the obligations of the Company, and of any other subsidiaries of the Company, to Westpac New Zealand Limited, secured by a first ranking charge over all

the assets of each company.

Trade and other payables Group Group
2016 2015

$000's $000's

Trade creditors 3,000 2,848
Employee entitlements 904 1,369
Other payables and accruals 5,030 4,637
8,934 8,854

Finance lease receivable
Minimum lease

Gross investment in

Minimum lease

Gross investment in

Group Interest Interest

payments lease payments lease
2016 2016 2016 2015 2015 2015
$000's $000's $000's $000's $000's $000's
Less than one year 161 42 203 163 32 195
Between one and five years 176 21 197 103 12 115
337 63 400 266 44 310

Less impairment of finance lease receivable (3) (2)

264

Total finance lease receivable 334

The Group provides a leasing service to its customers for equipment used on the Group's networks. Typically these leases are for a three year period, attracting market
interest rates and the goods have relatively low residual values at the end of the term. The residual values are not guaranteed, but historically the Group has found a
willing market for the goods at the end of the lease term and expected residual values are met or exceeded.

As the agreements are defined as finance leases, the Group only recognises the interest component of the monthly repayments in profit or loss. The principal portion is

applied to the finance lease receivable.

Contingent liability

At balance date the Group had no contingent liabilities (2015: $Nil).

Commitments Group Group

2016 2015
$000's $000's

(a) Operating lease commitments

Leases as lessee

Commitments under non cancellable operating leases are:

Less than one year 1,165 1,034

Between one to two years 861 655

Between two to five years 815 771
2,841 2,460

The Group leases a number of premises and vehicles under operating leases.

Premises leases operate under various differing terms, but typically are based around an initial lease period, with 1 or 2 further right of renewal periods. Some premises
are leased on an annual basis and others are subject to monthly terms (storage units). Premises leases typically include rent uprates every 2-3 years with such increases
reflecting revised valuations of the premises and changes in market conditions.

The vehicle leases typically run for a period of 3 years, with the vehicles returned to the lessor at the end of term.

(b) Capital commitments

In June 2016 the Group entered into a contract with Optus Satellite Pty for the provisioning of satellite bandwidth. The agreement is a multi-year contract that involves

$2,807,000 of capital expenditure in the next financial year.
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23 Reconciliation of the profit for the period with the net cash flow from operating activities
Group Group
2016 2015
Note $000's $000's
(Loss)/Profit for the period (after tax) (1,310) 1,344
Adjustments for:
Depreciation, amortisation and impairment 13 11,844 8,721
(Gain)/loss on derivatives 521 677
Prepaid services utilisation / (additions) (159) (19)
(Decrease)/increase in bad debt provision (62) 104
Interest income/(loss) 10 (70) (81)
(Decrease)/increase in deferred income (564) 977
Deferred tax movement 12 (1,663) (539)
9,847 9,840
Decrease/(increase) in prepayments 20 (81)
Decrease/(increase) in trade and other receivables (251) 333
Decrease/(increase) in income tax receivable 984 (469)
Decrease/(increase) in deferred expenses (prepaid IRU) 12 12
Decrease/(increase) in inventory 512 360
(Decrease)/ increase in trade and other payables 79 (2,871)
1,356 (2,716)
Net cash from operating activities 9,893 8,468
24 Related party transactions
Shareholders
As at 30 June 2016 the registered shareholder with the largest holding in the Company was Barry William Payne & Brett Gould & Sandra Tui Payne who held 1,222,281
shares or 4.31% of the Company's shares (2015: 1,222,281 shares or 4.31% of the issued shares).
T i with key |
Key personnel p
Key Group management personnel compensation comprised short-term employee benefits of $1,722,796 for the year ended 30 June 2016 (2015: $1,935,945). This
excludes fees paid to directors of $222,000 (2015: $179,000). The compensation during the period includes payments to former employees and reflects the different
composition of the management team.
Other with key |
Directors of Group Companies control 0.2% of the voting shares of the Company (2015: 1.39%).
Transactions and balances with related parties
Elected directors conduct business with the Group in the normal course of their business activities.
Directors of the subsidiary companies received no directors fees during the period (2015: NIL). The directors of the Company received fees totalling $222,000 during the
period (2015: $179,000).
Following David Ware's resignation in April 2016, Reg Barrett and Tone Borren provided additional services for the Group. During the period the fees for these services
were $40,000.
In April 2015 the Company entered into an agreement with Armillary Limited whereby Armillary provides the services of Geoff Davis as Finance Director. During the
period the fees were $132,000 (2015: $35,000).
The Company's borrowings from Westpac New Zealand Limited are secured by a first ranking charge over the Company's assets as well as cross-guarantees from the
Company's subsidiaries whereby they each provide a guarantee of the obligations of the Company, and of any other subsidiaries of the Company, to the bank via a first
ranking charge over all the assets of each respective company.
Country of Ownership Interest (%)
Group entities incorporation Balance Date Activities
Significant subsidiaries 2016 2015
CityLink Limited New Zealand 100% 100% 30June Broadband services
BayCity Communications Limited New Zealand 100% 100% 30 June Internet service provider
25  Key suppliers

The Group purchases products and services from a wide range of suppliers. The most significant of which are Spark New Zealand, Chorus, Kordia, Tait Electronics,
Motorola, Tyco, Optus, IPSTAR, Eutelsat and Inmarsat. Kordia and Chorus house most of the Company's equipment and provide basic linking services and access to sites
on which the Company's equipment is located. Tait Electronics and Motorola manufacture and support some of the key mobile radio equipment and supply the majority
of customer handsets. Tyco provides cables and other items for the Broadband business segment. IPSTAR, Eutelsat & Inmarsat provide satellite bandwidth and
associated services to the Group's ISP business. In addition the ISP business purchases 'last mile' access lines and wholesale voice minutes and associated bandwidth
requirements from, respectively, Chorus and Spark New Zealand.

The Group typically has long term established relationships with each of these suppliers and appropriate commercial contracts are in place. However, the failure of any
of these companies to continue to provide services at the required standard and price could have a material impact on the performance of the Group. In particular, there
could be a material impact on the performance of the Group if Chorus and Kordia were not to provide access to transmission sites on the current terms while in respect
of the Group if Optus were not to continuing providing satellite bandwidth there could be a material impact to the financial performance of the Group.

26 Government grants

In May 2012 a subsidiary signed a contract with the Government to provide wireless broadband services to a number of remote schools around the country. This
contract, as part of the Government's Rural Broadband Initiative (RBI), provided the Group with grant funding to help fund the construction of the necessary network
infrastructure. Network construction continued throughout the financial period with the last school completed in June 2016.

In April 2014 TeamTalk Limited signed a contract with the Government to provide broadband services to a number of communities on the Chatham Islands. This contract
provides the TeamTalk Group with grant funding to help fund the construction of the necessary network infrastructure on the Chatham Islands. Network construction
finished in the prior financial period.

As detailed in note 3 this funding is initially recognised as deferred income and then released to profit and loss on a systematic basis over the expected life of the assets.

Group Group

2016 2015

$000's $000's

Deferred income opening balance at 1 July 2,089 987
Government grants received during the year 135 1,534
Government grants recognised in other income (627) (432)
Deferred income closing balance at 30 June 1,597 2,089
Current 639 612
Non-current 958 1,477
1,597 2,089
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27

Financial Instruments

Financial instruments
Exposure to credit, currency, commodity, market and liquidity risks arises in the normal course of the Group's business. The Group manages a number of these risks
through negotiated supply contracts.

Credit risk
Credit risk is the risk that the counterparty to a transaction with the Group will fail to discharge its obligations, causing the Group to incur a financial loss. The Group is
exposed to credit risk through the normal trade cycle, advances to third parties and through the use of derivative financial instruments.

With the exception of the Group's net interest in finance lease receivables no collateral is required in respect of financial assets. Management has a credit policy in place
and the exposure to credit risk is monitored on an on-going basis. Credit evaluations are performed on all customers requiring credit. Reputable financial institutions are
used for investing and cash handling purposes.

At balance date there were no significant concentrations of credit risk. The maximum exposure to credit risk is represented by the carrying value of each financial asset
in the balance sheet.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in raising funds at short notice to meet its financial commitments as they fall due. The Group has internal
limits in place in order to reduce the exposure to liquidity risk, as well as having committed lines of credit.

Interest rate risk
The Group enters into derivative contracts in the ordinary course of business to manage interest rate risks. A financial risk management team, composed of senior
management, provides oversight for risk management and derivative activities.

Interest rate risk is the risk that the value of the Group's assets and liabilities will fluctuate due to changes in market interest rates. The Group is exposed to interest rate
risk primarily through its cash balances and advances, bank borrowings and finance leases.

The Group's policy is to hedge its long term borrowing by fixing or capping the rates of interest payable in order to provide greater certainty. The Group manages its
interest rate risk by using interest rate swaps and interest rate options to hedge floating rate debt.

Foreign Exchange Rate risk
The Group is exposed to movements in FX rates, primarily the NZD/USD, as the pricing for some imported equipment and services is denominated in foreign currencies.
The Group primarily manages this risk by entering into foreign exchange forward rate contracts.

Other market price risk

The Group is not exposed to substantial other market price risk arising from financial instruments.
Quantitative disclosures

(a) Credit risk

The Group has not renegotiated the terms of any financial assets which would result in the carrying amount no longer being past due or to avoid a possible past due
status.

The Group reviews all overdue debt balances and assesses likelihood of default. Based on this analysis, the Group provides for the potential loss measured in accordance
with Note 3g(ii).

The maximum exposure to credit risk for trade and other receivables by segment is as follows:

Group Group
Carrying amount 2016 2015
$000's $000's
Mobile Radio 2,737 2,074
Broadband 1,873 2,113
ISP 2,602 2,712
Trade and other receivables 7,212 6,899
The status of trade receivables at the reporting date is as follows:
Gross receivable Impairment  Gross receivable Impairment
Group 2016 2016 2015 2015
$000's $000's $000's $000's
Trade receivables
Not past due 5,960 - 5,728 -
Past due 0-30 days 1,033 - 808 -
Past due 31-90 days 338 (163) 543 (262)
Past due > 90 days 197 (153) 198 (116)
Total 7,528 (316) 7,277 (378)

(b) Liquidity risk
The following table sets out the contractual cash flows for all financial liabilities and derivatives.

Group 2016 Carrying Contractual
amount cash flows 6 months or less 6-12 months 1-2 years 2-5years
$000's $000's $000's $000's $000's $000's
Secured bank loans 33,500 37,125 755 711 35,659 -
Other unsecured borrowings 186 186 93 - 93 -
Trade and other payables 8,934 8,934 8,934 - - -
Total non-derivative liabilities 42,620 46,245 9,782 711 35,752 -
Net inflow / (outflow):
Interest rate swaps (722) (739) (190) (198) (351) -
Foreign Exchange Forward Rate (a8) 9) (49) R ) R
Agreements
Total derivative inflow / (outflow) (770) (788) (239) (198) (351) -
Group 2015 Carrying Contractual
amount cash flows 6 months or less 6-12 months 1-2 years 2-5years
$000's $000's $000's $000's $000's $000's
Secured bank loans 35,500 42,013 946 869 1,815 38,383
Trade and other payables 8,854 8,854 8,854 - - -
Total non-derivative liabilities 44,354 50,867 9,800 869 1,815 38,383

Net inflow / (outflow):

Interest rate swaps (492) (516) (74) (125) (186) (131)
Foreign Exchange Forward Rate 243 245 245 R ) R
Agreements

Total derivative inflow / (outflow) (249) (271) 171 (125) (186) (131)
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Financial Instruments (continued)

(c) Interest rate risk — repricing analysis

Group 2016 Total 6 months or less 6-12 months 1-2 years 2-5years Non-interest
bearing
Fixed & variable rate instruments $000's $000's $000's $000's $000's $000's
Cash and cash equivalents 522 522 - - - -
Trade and Other receivables 7,212 - - - - 7,212
Finance lease receivables 334 88 73 126 50 (3)
Secured bank loans (33,500) (33,500) - - - -
Other unsecured borrowings (186) - - - - (186)
Total fixed and variable rate instruments (25,618) (32,890) 73 126 50 7,023
Effect of interest rate swaps 27,000 3,000 10,000 14,000 - -
Tot.al fl?(ed and variable rate instruments and related 1,382 (20,890) 10,073 14,126 50 7,023
derivatives
Group 2015 Total 6 months or less 6-12 months 1-2 years 2-5years Non-interest
bearing
Fixed & variable rate instruments $000's $000's $000's $000's $000's $000's
Cash and cash equivalents 424 424 - - - -
Trade and Other receivables 6,899 - - - - 6,899
Finance lease receivables 264 89 74 77 26 (2)
Secured bank loans (35,500) (35,500) - - - -
Total fixed and variable rate instruments (27,913) (34,987) 74 77 26 6,897
Effect of interest rate swaps 30,000 - 3,000 3,000 24,000 -
Total fixed and variable rate instruments and related 2,087 (34,987) 3,074 3,077 24,026 6,897

derivatives

(d) Foreign Currency Risk

As a result of purchases of satellite bandwidth and equipment denominated in United States dollars the Group's financial results can be significantly affected by
movements in the NZD/USD exchange rate. The Group seeks to mitigate the effect of its foreign currency exposure by using forward rate exchange contracts.

The Group also has transactional currency exposures. Such exposures arise from purchases in currencies other than the functional currency. The Group's policy is to

mitigate this exposure by the use of forward rate exchange contracts.

At balance date the Group had the following exposure to USD foreign currency that is not in designated cash flow hedges.

Group Group
2016 2015
$000's $000's

Financial Assets
Cash and cash equivalents - -
Trade and other receivables 9 91
9 91

Financial Liabilities
Accounts payable 506 630
Loans and borrowings - -

506 630

Net Statement of Financial Position 515 721
Next financial period's estimated exposure (2,252) (7,374)
Forward exchange contracts 1,378 2,369
Net Exposure (359) (4,284

(e) Capital management
The Group's capital includes share capital and retained earnings.

The Group's policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future development of the business. The
impact of the level of capital on shareholders’ return is also recognised and the Company recognises the need to maintain a balance between the higher returns that
might be possible with greater gearing and the advantages and security afforded by a sound capital position.

The Group policies in respect of capital management and allocation are reviewed regularly by the Board of Directors.
There have been no material changes in the Group's management of capital during the period.
(f) Sensitivity analysis

In managing interest rate risks the Group aims to reduce the impact of short-term fluctuations on the Group's earnings. Over the longer-term, however, permanent
changes in interest rates and/or foreign exchange rates will have an impact on profit.

At 30 June 2016 it is estimated that a general increase of a one percentage point in interest rates would decrease the Group's profit before income tax by approximately
$59,780 (2015: $50,760). Interest rate swaps have been included in this calculation.

Assuming prospective foreign currency exposures, and associated hedging arrangements, as at 30 June 2016 had existed during the entire period it is estimated that had
the NZ dollar moved by +/- 10% over the period, with all other variables held constant, that the Group's profit before income tax would have been higher / lower by
approximately $95,000 (2015: $545,000).

Page 19



TeamTalk Limited

Notes to the financial statements
FOR THE YEAR ENDED 30 JUNE 2016
27 Financial Instruments (continued)

(g) Derivative Financial Instruments

(i) Interest rate swaps

The Group has a policy of ensuring that at least 50% of its exposure to changes in interest rates on borrowings is on a fixed rate basis. Interest rate swaps, denominated
in New Zealand dollars, have been entered into to achieve an appropriate mix of fixed and floating rate exposure within the Group's policy. The swaps mature over the
next two years (see the table above) and have fixed swap rates ranging from 3.23% to 4.90% for the Group. (2015 Group: 3.19% - 4.90%).

The Group's interest rate swaps notional amounts and fair values are presented below.

Group Group
2016 2015
$000's $000's

Interest rate swaps
Notional contract amount 27,000 30,000

Fair value:

Assets - -
Liabilities (722) (492)
Net fair value (722) (492)

(ii) Foreign Exchange Forward Rate Agreements

The Group has a policy that up to 100% of its exposure to changes in foreign currency exchange rates is covered through forward contracts. At balance date the Group
had a number of foreign exchange forward contracts maturing over the 2017 financial year with fixed forward rates to sell NZD (and buy USD) of between 0.6764 and
0.6915 (2015: between 0.7327 and 0.7725).

The notional amount and fair values of the Group's foreign exchange forward contracts are presented below.

Group Group
2016 2015
$000's $000's

Foreign exchange forward contracts
Notional contract amount 1,378 2,369

Fair value:

Assets - 243
Liabilities (48) -
Net fair value (48) 243

(h) Fair Values versus Carrying Amounts

The fair values of financial assets and liabilities, together with the carrying amounts in the Statement of Financial Position, are as follows:

Group 2016 2015
Carrying Fair value Carrying Fair value
amount amount
$000's $000's $000's $000's
Loans and receivables
Trade and other receivables 7,212 7,212 6,899 6,899
Finance lease receivables 334 334 264 264
Cash and cash equivalents 522 522 424 424
8,068 8,068 7,587 7,587
Held for trading
Interest rate swaps used for hedging (722) (722) (492) (492)
Foreign exchange forward rate agreements used for hedging (48) (48) 243 243
(770) (770) (249) (249)
Liabilities measured at amortised cost
Secured bank loans (33,500) (33,500) (35,500) (35,500)
Other unsecured borrowings (186) (186) - -
Trade and other payables (8,934) (8,934) (8,854) (8,854)
(42,620) (42,620) (44,354) (44,354)

Estimation of fair values
The methods used in determining the fair values of financial instruments are discussed in note 4 and below.

Interest rates used for determining fair value
The interest rates used to determine fair value are based on the swap yield curve, at the reporting date, for the outstanding term of the
interest rate swaps and were as follows:
2016 2015
Interest rate derivatives 2.22%-2.40%  3.07%-3.31%

Fair value hierarchy

Derivative financial instruments carried at fair value can be categorised by valuation method, or hierarchy. The different levels in the hierarchy have been defined as
follows:

* Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

* Level 2: 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).

* Level 3: inputs for the asset or liability that are not based on observable market data (i.e. unobservable inputs).

The interest rate and foreign currency derivatives are both considered Level 2 instruments in the hierarchy.
All other financial assets and liabilites are classified as Level 1.

There have been no transfers between any levels of classification on the fair value hierarchy (2015: nil).

28 Subsequent Events
There have been no material subsequent events.
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Independent auditor’s report

To the shareholders of TeamTalk Limited

We have audited the accompanying consolidated financial statements of TeamTalk Limited
("the group") on pages 2 to 20. The financial statements comprise the consolidated statement of
financial position as at 30 June 2016, the statements of comprehensive income, changes in
equity and cash flows for the year then ended, and a summary of significant accounting policies
and other explanatory information, for the group.

This report is made solely to the shareholders as a body. Our audit work has been undertaken
so that we might state to the company’s shareholders those matters we are required to state to
them in the 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, this report or any of the opinions we have formed.

Directors' responsibility for the consolidated financial statements

The directors are responsible on behalf of the company for the preparation and fair presentation
of the consolidated financial statements in accordance with generally accepted accounting
practice in New Zealand (being New Zealand Equivalents to International Financial Reporting
Standards) and International Financial Reporting Standards, 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.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with International Standards on Auditing (New
Zealand) and International Standards on Auditing. Those standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the group’s preparation and fair
presentation of the consolidated financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the group's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates, as
well as evaluating the presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Our firm has also provided other services to the group in relation to taxation and other assurance
engagements. Subject to certain restrictions, partners and employees of our firm may also deal
with the group on normal terms within the ordinary course of trading activities of the business
of the group. These matters have not impaired our independence as auditor of the group. The
firm has no other relationship with, or interest in, the group.

Opinion

In our opinion, the consolidated financial statements on pages 2 to 20 comply with generally
accepted accounting practice in New Zealand and present fairly, in all material respects, the
consolidated financial position of TeamTalk Limited as at 30 June 2016 and its consolidated
financial performance and cash flows for the year then ended in accordance with New Zealand
Equivalents to International Financial Reporting Standards and International Financial
Reporting Standards.

W_P N C\

24 August 2016
Wellington
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TeamTalk Limited

Code of Corporate Governance

TeamTalk is committed to the principles of good corporate governance and believes that sound governance is a vital foundation for the creation of sustainable value for
shareholders. The TeamTalk Board has adopted a set of governance practices that go beyond what is legally required with no material differences to the NZX Corporate
Governance Best Practice Code. These principles are enshrined in the formal charters adopted by the board and each of its sub-committees and in the Constitution. Sub-
committee charters can be found on the TeamTalk website www.teamtalkinvestor.co.nz/governance.

Board Composition and Procedures

The Board comprises six directors of which five, including the chairman, are independent directors.

The Chairman must always be a non-executive director and may not have the casting vote.

The number of non-executive directors must exceed the number of executive directors and the number of independent directors will reflect, as a minimum, NZSX Listing
Rules.

No retirement allowances will be paid to directors.

In order to achieve optimum performance of the board as a whole, individual director and board evaluations are conducted annually.

Under the constitution, one third of the directors are required to retire by rotation and may offer themselves for re-election by shareholders each year.

Board Sub-Committees

The board has three standing sub-committees: Audit & Risk, CityLink Limited and Remuneration. In addition the Nominations sub-committee meets on an as-required

Audit & Risk sub-committee

The Audit sub-committee operates under a separate charter and assists the board with corporate accounting and financial matters as well as taking the lead in risk
management matters. The Audit sub-committee has direct communication with independent auditors. The sub-committee is chaired by George Paterson, the other
members are Tone Borren, Reg Barrett and Roger Sowry (on an ex-officio basis).

R ation sub-c ittee
The Remuneration sub-committee also operates under a separate charter and assists the board in reviewing remuneration policies for the board and senior
management. This sub-committee is chaired by Tone Borren, the other members being George Paterson and Roger Sowry (on an ex-officio basis).

Nominations sub-committee

As stated in the Board’s own charter, major policy decisions are matters for the Board as a whole. This philosophy underlies the structure of the Nominations sub-
committee, which, while operating under its own charter, comprises all of the directors of the Board. The primary task of this sub-committee is the appointment of
directors.

Executive Directors

A minimum of 15% of the Managing Director’s total potential remuneration must be dependent on the achievement of specific targets aligned to the Company’s
strategic and/or financial goals as set by the Remuneration sub-committee.

Executive directors will not be paid director fees.

To ensure diversity of reporting and contestability of views there will be a regular programme of senior executives presenting directly to the board.

Auditors

Auditors provide no other services to the Company unless approved by the Audit sub-committee.

The same audit partner cannot be responsible for the audit for more than five years.

The Company will not employ persons from its Auditors in any senior position, unless their employment with that audit firm had ceased at least two years earlier.

Insurances

TeamTalk undertakes an annual review of its insurance programme and any residual uncovered risk. TeamTalk has indemnity insurance for officers and directors.

Conflict of Interest Policy

A director is required to disclose to the Board any actual or potential conflict of interest. Except where authorised by the Company’s constitution and the NZSX Listing
Rules, the conflicted director may not vote at a meeting where the relevant issues are discussed, or be counted in a quorum.

Share Dealing

TeamTalk has adopted a code of conduct applying to the share dealings by directors, officers and employees. Directors and officers are restricted from trading in the
periods immediately before the release of the Company's half yearly and annual results, and at any other time if they are in possession of inside information. Employees
don't have any periods when they are automatically precluded from trading but they are prohibited from trading if in possession of inside information. All requests for
trades in the Company’s shares by directors and officers must be approved in advance of any trades.
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Statutory Information

Board of Directors

Directors holding office during the period were:

TeamTalk Limited BayCity
Communications
Limited

Roger Sowry (Chair) * Roger Sowry (Chair) *

Russ Ballard * * Geoff Davis

Reg Barrett * David Ware *

Tone Borren *

Geoff Davis

George Paterson *
Nathan York * 2
David Ware *

! Appointed 27 April 2016
% Ceased 22 April 2016

* Independent Director

! Ceased 21 October 2015

2 Appointed 20 January 2016
3 Ceased 22 April 2016

Remuneration of Directors

Details of the nature and amount of emoluments paid during the year to each Director or former Director in the Group are as follows:

CityLink Limited

Tone Borren (Chair)
Geoff Davis
David Ware *

! Ceased 22 April 2016

Parent Company Board Fees ($'000) Salary & Incentive Other Fees
Remuneration ($'000) ($'000)
Roger Sowry 50 - -
Russ Ballard 12 i ]
Reg Barrett 35 ) 20
Tone Borren 35 ) 0
Geoff Davis R ) 132
George Paterson 35 ) )
Nathan York 15 ) ]
David Ware R 646 ]
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Statutory Information

Disclosure of Interest

Directors disclosed interests in the following entities as at 30 June 2016, pursuant to section 140 of the Companies Act 1993:

Roger Sowry

Entity

Saunders Unsworth Limited
The Electricity Authority

Councils of Wellington Institute of Technology and Whitireia

Community Polytechnic

Huawei (NZ) Advisory Council

Indue NZ advisory board

Homecare Medical (GP) Limited

WelTec Student Accommodation Limited

Reg Barrett

Entity

Work and Income Board
Mobile Intelligence Limited
Xlerate Technologies Limited
Vxceed Technologies FZ LLC
Domel & Associates

The Simpl Group Limited
Tactix Limited

MBBO Holdings

Tone Borren

Entity

CityLink Limited

Holmes Solutions Limited
Pikselin Limited

SFX 2010 Limited

Shift Limited

The NZ Hockey Federation Inc
YouDo Limited

Geoff Davis
Entity
Armillary Limited

BayCity Communications Limited (and associated subsidiary companies)

CityLink Limited

George Paterson

Entity

Celtic Services Limited
Mt Work Limited

Luxson Limited

Light ED Holdings Limited
Ecopoint Limited

Pharmazen Limited

Nathan York

Entity

Tuaropaki Trust

Ahu Whenua Trust, Whaiti Kuranui 2D4 Sec1B

Relationship
Director & Shareholder
Board Member

Chairman

Member
Chairman
Director

Relationship
Director
Chairman
Chairman
Chairman
Shareholder
Shareholder
Chairman
Shareholder

Relationship
Director
Chairman
Director
Director
Director
Director
Chairman

Relationship
Employee

Director

Director

Relationship
Director & shareholder
Director & shareholder
Director & shareholder
Director & shareholder
Shareholder
Shareholder

Relationship
Officer
Chairman
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Statutory Information

Relevant Interest in Shares

No disclosures as regards acquisitions or disposals of TeamTalk shares were made by TeamTalk directors during the current year.

Directors' Relevant Interests at 30 June 2016

Director . Number of Registered Holder(s)
ordinary shares

Roger Sowry 10,000 RM Sowry & SA Sowry (jointly)

Reg Barrett nil

Tone Borren 47,394 Custodial Services Limited

Geoff Davis nil

George Paterson nil

Nathan York nil

Executive Employees' Remuneration

The following number of Group employees (excluding Directors but including former employees) received total remuneration of at least $100,000 during the

accounting period:

2016

2015

$100,000 - $109,999
$110,000 - $119,999
$120,000 - $129,999
$130,000 - $139,999
$140,000 - $149,999
$150,000 - $159,999
$160,000 - $169,999
$170,000 - $179,999 -
$180,000 - $189,999 1
$190,000 - $199,999 -
$200,000 - $209,999 -
$210,000 - $219,999 -
$220,000 - $229,999 -
$230,000 - $239,999 1
$240,000 - $249,999 -
$250,000 - $259,999 1
$260,000 - $269,999 -

N N D O WO U

Gender Composition of Directors and Officers

N NN B O

N

P N NN -

As required by NZSX Listing Rule 10.4.5(j) the following table shows the breakdown of Directors and Officers (defined as the senior executive of the group and
any of their direct reports) within each company of the TeamTalk Group. Executive Directors are included in both the count of Directors and Officers.

As at 30 June 2016 Directors Officers

Male Female Male Female
TeamTalk Limited 6 - 3 -
BayCity Communications Limited 2 - - -
CityLink Limited 2 - 2 -
As at 30 June 2015 Directors Officers

Male Female Male Female
TeamTalk Limited 7 - 3 -
BayCity Communications Limited 2 - 2 -
CityLink Limited 3 - 1 -
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Shareholder Information

Shareholding

The top 20 shareholders of TeamTalk Limited at 25 July 2016 were:

Investor Name Ordinary Shares % ISSlfed
Capital
Barry William Payne & Brett Gould & Sandra Tui Payne 1,222,281 4.31%
Tuaropaki Communications Limited 1,137,249 4.01%
New Zealand Central Securities Depository Limited 931,976 3.29%
Forsyth Barr Custodians Ltd 814,897 2.87%
Jarden Custodians Limited 690,000 2.43%
Sydney Bruce Crowther & Faith Palairet & Stephen Palairet 528,837 1.86%
Custodial Services Limited 450,570 1.59%
FNZ Custodians Limited 400,000 1.41%
Deborah Mary Thomson & Mark James Thomson 398,561 1.40%
David Hugh Paget Walpole & Erica Julia Walpole 300,000 1.06%
Selenium Corporation Limited 300,000 1.06%
Andrew John Fleck 300,000 1.06%
FNZ Custodians Limited 299,599 1.06%
Ace Finance Limited 298,151 1.05%
Neil Andrew De Wit 282,423 1.00%
Brian Winston Jackson 272,881 0.96%
Kevin Ivor Brown & Karen Anne Brown & Murray lan Withers 264,426 0.93%
Richard Barton Adams & Allison Ruth Adams 200,000 0.70%
Roy Albert Wilson 200,000 0.70%
Craig John Thompson 163,950 0.58%
33.33%
Size of Holdings
The details set out below were as at 25 July 2016:
Number of Number of % Issued
Range % . .
Holders Ordinary Shares Capital
1-1,000 113 6.95% 83,003 0.29%
1,001-5,000 693 42.59% 2,190,654 7.72%
5,001-10,000 349 21.45% 2,826,548 9.96%
10,001-50,000 390 23.97% 8,671,064 30.57%
50,001-100,000 47 2.89% 3,232,707 11.40%
Greater than 100,000 35 2.15% 11,365,018 40.06%
1,627 100.00% 28,368,994 100.00%

Substantial Security Holders

Pursuant to section 293 of the Financial Markets Conducat Act 2013, there were, at 30 June 2016, no Substantial Security Holders.
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Corporate Directory

Registered Office Level 3, 20 Kent Terrace, Wellington, New Zealand

Head Office Level 3, 20 Kent Terrace, Wellington, New Zealand
Phone: (04) 802 1470  Fax: (04) 802 1490
www.teamtalk.co.nz

Branches Auckland
2 Robert Street, Ellerslie, Auckland
Phone: (09) 580 9282

Christchurch
Unit 2, 49 Sir William Pickering Drive, Burnside, Christchurch

Phone: (03) 357 3005

Subsidiaries CityLink Limited
Level 5, 53 Boulcott Street, Wellington, New Zealand
Phone: (04) 917 0200  Fax: (04) 385 9004
www.citylink.co.nz

BayCity Communications Limited (trading as Farmside)
8 Butler Street, Timaru, New Zealand

Phone: (03) 687 9727  Fax: (03) 688 1557
www.farmside.co.nz

Auditors KPMG
10 Customhouse Quay, Wellington, New Zealand

Solicitors Crengle, Shreves & Ratner
105-109 The Terrace, Wellington, New Zealand

Bankers Westpac Banking Corporation
10-14 Courtenay Place, Wellington, New Zealand

Registrar Link Market Services Limited
138 Tancred Street, Ashburton, New Zealand
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