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Vocus (New Zealand) Holdings Limited Y
Directors’ report V'._,.° C U S
30 June 2019

The Directors are pleased to present the annual report of Vocus (New Zealand) Holdings Limited incorporating the financial
statements and auditor's report thereon, for the year ended 30 June 2019.

The shareholders of the Group have exercised their right under section 211 (3) of the Companies Act 1993 and
unanimously agreed that this annual report need not comply with any of paragraphs (a), and (e) to (j) of section 211 (1) of
the Act.

The annual report and financial statements presented on pages 3 to 30 are signed for and on behalf of the Board of

Directors, and are authorised for issue on the date below. \

\

On behalf of the Directo

e J

Mark/Callandef Mark Wratten
Director Director

22 November 2019
Auckland



Vocus (New Zealand) Holdings Limited VC U S
Statement of profit or loss and other comprehensive income feaad
For the year ended 30 June 2019

Consolidated

Note 2019 2018
$ $

Revenue 4 382,266,567 366,417,706
Other gains and losses 5 (1,860,659) (724,578)
Interest revenue calculated using the effective interest method 284,899 277,905
Expenses
Network and service delivery (235,096,968) (230,675,935)
Employee benefits expense 6 (47,796,734) (49,511,259)
Depreciation and amortisation expense (25,323,680) (23,075,596)
Administration and other expenses (28 905 547} (26 Q73 928)
Finance costs 6 (11,631,565) (12,436,062)
Profit before income tax expense 31,936,313 23,298,253
Income tax expense 7  (10,258,111) (8,263,636)
Profit after income tax expense for the year attributable to the Owners of
Vocus (New Zealand) Holdings Limited 21,678,202 15,034,617
Other comprehensive income for the year, net of tax - -
Total comprehensive income for the year attributable to the Owners of Vocus
{New Zealand) Holdings Limited 21,678,202 15,034,617

The above statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes
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Vocus (New Zealand) Holdings Limited
Statement of financial position
As at 30 June 2019

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Contract costs asset
Derivative financial instruments
Prepayments

Total current assets

Non-current assets

Property, plant and equipment
Intangibles

Contract costs asset

Deferred tax

Total non-current assets

Total assets
Liabilities

Current liabilities

Trade and other payables
Borrowings

Income tax

Provisions

Other liabilities

Total current liabilities

Non-current liabilities
Borrowings

Deferred tax

Provisions

Other liabilities

Total non-current liabilities

Total liabilities

Net assets

Equity

Issued capital
Reserves
Retained profits

Total equity

Note

©

10

11

13

14
15
16
17
18

19

21
22
23
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Consolidated
2019 2018
$ $

19,651,303 9,685,177
31,264,040 32,231,011
958,245 947,377
2,566,013 11,330,317
9,094,177 -
3,333,362 3,440,528
66,857,140 57,634,410

135,546,058 136,077,299
294,878,588 288,266,191
2,906,956 1,340,706
3484289 4668737

436,815,891 430,352,933

503,673,031 487,987,343

53,681,633 43,122,732
110,796,495 104,814,984
5,541,023 6,303,282
3,190,784 5,469,706
12,125,770 12,207,179

185,335,605 171,917,883

119,912,986 130,664,373
16,056,773 16,881,695
400,000 400,000
449 469 327,429
136,819,228 148,273,497

322,154,833 320,191,380
181,518,198 167,795,963

57,300,001 57,300,001
86,002,049 86,300,097
38,216,148 24,195,865

181,518,198 167,795,963

The above slatement of financial position should be read in conjunction with the accompanying notes
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Vocus (New Zealand) Holdings Limited
Statement of changes in equity
For the year ended 30 June 2019

Consolidated
Balance at 1 July 2017

Profit after income tax expense for the year
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Transactions with Owners in their capacity as Owners:

Cash Flow Hedge Reserve

Balance at 30 June 2018

Consolidated

Balance at 1 July 2018

Adjustment for change in accounting policy
Balance at 1 July 2018 - restated

Profit after income tax expense for the year
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

Transactions with Owners in their capacity as Owners:

Cash Flow Hedge Reserve

Balance at 30 June 2019

Vi 3CUS

Issued Retained
capital earnings Reserve  Total equity
$ $ $ $
57,300,001 9,161,248 86,338,831 152,800,080
- 15,034,617 - 15,034,617
- 15,034,617 - 15,034,617
- - (38,734) (38,734)
57,300,001 24,195,865 86,300,097 167,795,963
Issued Retained
capital earnings Reserve  Total equity
$ $ $ $
57,300,001 24,195,865 86,300,097 167,795,963
- (7,657,919) - (7,657,919)
57,300,001 16,537,946 86,300,097 160,138,044
- 21,678,202 - 21,678,202
- 21,678,202 - 21,678,202
- - (298,048) (298,048)
57,300,001 38,216,148 86,002,049 181,518,198

The above statement of changes in equity should be read in conjunction with the accompanying notes
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Vocus (New Zealand) Holdings Limited DAY
Statement of cash flows V'._..' C U S
For the year ended 30 June 2019

Consolidated

Note 2019 2018
$ $

Cash flows from operating activities
Receipts from customers (inclusive of GST) 440,887,999 416,713,793
Payments to suppliers and employees (inclusive of GST) (375,132,889) (356,623,216)

65,755,110 60,090,577
Interest received 160,203 73,974
Interest and other finance costs paid (5,174,854) (8,023,785)
Income taxes (paid) / refunded __(6,891,220) -
Net cash from operating activities 53,849,239 52,140,766
Cash flows from investing activities
Payment for purchase of subsidiary, net of cash acquired and acquisition costs (1,500,000) (2,139,138)
Payments for property, plant and equipment (25,527,761) (17,538,506)
Payments for intangible assets (5,774,108) (9,323,843)
Net cash used in investing activities (32,801,869) (29,001,487)
Cash flows from financing activities
Repayment of former debt facility - (120,000,000)
Drawdown of new debt facility - 120,500,000
Proceeds from/(repayment of) borrowings (10,500,000) (27,000,000)
Proceeds from/(repayment of) leases (581,244) (709,926)
Net cash used in financing activities _(11,081,244) (27,209,926)
Net increase/(decrease) in cash and cash equivalents 9,966,126 (4,070,647)
Cash and cash equivalents at the beginning of the financial year 9,685,177 13,755,824
Cash and cash equivalents at the end of the financial year 8 19,651,303 9,685,177

The above statement of cash flows should be read in conjunction with the accompanying notes
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Vocus (New Zealand) Holdings Limited LY
Notes to the financial statements V'.,,.‘ C U S
30 June 2019

Note 1. General information

The financial statements cover Vocus (New Zealand) Holdings Limited as a Group consisting of Vocus (New Zealand)
Holdings Limited and the entities it controlled at the end of, or during, the year. The financial statements are presented in
New Zealand dollars, which is Vocus (New Zealand) Holdings Limited's functional and presentation currency.

Vocus (New Zealand) Holdings Limited is a company limited by shares.

Vocus (New Zealand) Holdings Limited is a vertically integrated telecommunications provider, operating in the New
Zealand markets. Vocus (New Zealand) Holdings Limited owns an extensive national infrastructure network of metro and
back haul fibre connecting all capital cities and most regional centres across New Zealand.

Vocus (New Zealand) Holdings Limited primarily provides telecommunications and energy services to customers across its
mass market, cornorate & wholesale and aovernment channels

The financial statements were authorised for issue, in accordance with a resoiution of Directors, on 22 November 2019.
The Directors have the power to amend and reissue the financial statements.

Note 2. Significant accounting policies

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

New or amended accounting standards and interpretations adopted

The Group has adopted all of the new, revised or amending accounting standards and interpretations issued by the
External Reporting Board ("XRB') that are mandatory for the current reporting period. The adoption of these accounting
standards and interpretations did not have any significant impact on the financial performance or position of the Group,
other than those disciosed for NZ IFRS 15.

Any new, revised or amended Accounting Standards or interpretations that are not yet mandatory have not been early
adopted.

Working capital management

At 30 June 2019, the consolidated statement of financial position reflected an excess of current liabilities over current
assets of $118,478,465 (2018: $114,283,473). The working capital deficit is primarily caused by the classification of
$110,796,495 (2018: $104,410,166) of payables to related parties as current liabilities for which the ultimate parent
controls the timing of settlement, and a further $11,622,455 (2018: $11,931,612) of deferred revenue balances which are
not cash settled. As a result, the directors are satisfied that the Group is able to meet its liabilities as and when they fall due
through the generation of operational cash flows in the ordinary course of business.

Basis of preparation
Statutory base

Vocus (New Zealand) Holdings Limited is a Company registered under the New Zealand Companies Act 1993. The
consolidated financial statements have been prepared in accordance with the Financial Reporting Act 2013 and the
Companies Act 1993.

Statement of compliance

The consolidated financial statements of Vocus (New Zealand) Holdings Limited have been prepared in accordance with
Generally Accepted Accounting Practice in New Zealand (GAAP). Vocus (New Zealand) Holdings Limited is a for-profit
entity for the purposes of complying with GAAP. The consolidated financial statement comply with New Zealand
equivalents to International Financial Reporting Standards Reduced Disclosure Regime ("NZ IFRS RDR"), other New
Zealand accounting standards and authoritative notices that are applicable to entities that apply NZ IFRS RDR.

The Group is eligible and has elected to report in accordance with Tier 2 For-profit Accounting Requirements (NZ IFRS
RDR) on the basis that the group has no public accountability and is not a large for-profit public sector entity. In applying
NZ IFRS RDR, the Group has applied a number of disclosure concessions.



Vocus (New Zealand) Holdings Limited V':."‘:‘C U S

Notes to the financial statements
30 June 2019

Note 2. Significant accounting policies (continued)

Historical cost convention
The financial statements have been prepared under the historical cost convention, except for the revaluation of derivative

financial instruments at fair value.

Critical accounting estimates

The preparation of the financial statements 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 financial
statements, are disclosed in note 3.

Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Vocus (New Zealand)
Holdings Limited ('Company' or 'parent entity') as at 30 June 2019 and the results of all subsidiaries for the year then
ended. Vocus (New Zealand) Holdings Limited and its subsidiaries together are referred to in these financial statements as

the 'Group'.

Subsidiaries are all those entities over which the Group has control. The Group controls an entity when the Group is
exposed to, or has rights to, variable retuns from its involvement with the entity and has the ability to affect those returns
through its power to direct the activities of the entity. Subsidiaries are fully consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between entities in the Group are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted
by the Group.

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. A change in ownership interest,
without the loss of control, is accounted for as an equity transaction, where the difference between the consideration
transferred and the book value of the share of the non-controlling interest acquired is recognised directly in equity
attributable to the Parent.

Where the Group loses control over a subsidiary, it derecognises the assets including goodwill, liabilities and non-
controlling interest in the subsidiary together with any cumulative translation differences recognised in equity. The Group
recognises the fair value of the consideration received and the fair value of any investment retained together with any gain
or loss in profit or loss.

Foreign currency translation
The financial statements are presented in New Zealand dollars, which is Vocus (New Zealand) Holdings Limited's

functional and presentation currency.

Foreign currency transactions

Foreign currency transactions are translated into New Zealand dollars using the exchange rates prevailing at the dates of
the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at financial year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are

recognised in profit or loss.



Vocus (New Zealand) Holdings Limited ST
Notes to the financial statements V'-...‘ C U S
30 June 2019

Note 2. Significant accounting policies (continued)

Revenue recognition
NZ IFRS 15 establishes a comprehensive framework for determining the quantum and timing of revenue recognition

The Group has adopted NZ IFRS 15 using the Modified approach with changes reflected in the current period only,
comparative figures have not heen restated. The implementation of NZ IFRS 15 resulted in no material impact on the
Group's statement of profit or loss, statement of other comprehensive income and statement of cash flows. However, a
review of deferred subscriber acquisition and hardware costs resulted in the derecognition of $7.7m, net of tax, to contract
cost assets and retained earnings.

The details of the new significant accounting policies and the nature of the changes to previous accounting policies in
relation to the Group's various goods and services are set out below.

Revenue is recognised at an amount that reflects the consideration to which the Group expects to be entitled in exchange
for transferring products or services ta a customer. The Group recognises revenue when it transfers control over a product
or service to a customer. Where services have been billed in advance and the performance obligations to transfer the
services fo the customer have not been satisfied, the consideration received will be recognised as a liability until such time
when or as those performance obligations are met and revenue is recognised.

The Group's customer contracts may include multiple performance obligations (bundled products) over a long period. In
these cases, the Group allocated the transaction price to each performance obligation based on the relative stand-alone
selling prices of each distinct service. Stand-alone selling prices are determined based on prices charged to customers for
individual products and services taking into consideration the size and length of contracts and Group's overall go to market
strategy.

The Group applies the practical expedient in that it does not adjust the promised amount of consideration for the effects of
a significant financing component if it expects, at contract inception, that the period between the transfer of the promised
good or service to the customer and when the customer pays for that good or service will be one year or less.

In the comparative period, revenue was measured at the fair vajue of the consideration received or receivable. There were
no significant impacts on the timing or measurement of revenue on adoption of NZ IFRS 15.

Fibre/Ethemet/Internet, Voice, Mobile and Other

Revenue is recognised by providing Fibre, Ethernet and Internet services over a contracted period. Consideration is
recorded and deferred when it is received which is typically at the time of entering the contract and revenue is recognised
over the time the customer receives and consumes the benefits of the service provided. The measurement of progress in
satisfying this performance obligation is based on the passage of time. The amount of revenue recognised is based on the
amount of the transaction price allocated to this performance obligation.

Data Centre

Revenue is recognised by providing Data Centre services over a contracted period. Revenue is recognised over the time
the customer receives and consumes the benefits of the service provided. The measurement of progress in satisfying this
performance obligation is based on the passage of time. The amount of revenue recognised is based on the amount of the
transaction price allocated to this performance obligation

Energy

Revenue is recognised by providing Energy (electricity and gas) services over a contracted period. Revenue is recognised
once the electricity and/or gas is delivered to the customer and they consume the benefits. The electricity and/or gas
delivered is measured through regular review of usage meters as well as management estimates between the last billing
period and the end of the reporting period. The amount of revenue recognised is based on the amount of the transaction
price allocated to this performance obligation.

Indefeasible right to use (IRU)

The Company has entered into certain indefeasible right to use (IRU) agreements. An IRU is a right to use a specified
amount of capacity for a specific time period that cannot be revoked or voided. Such agreements are accounted for either
as lease or service transactions.



Vocus (New Zealand) Holdings Limited P
Notes to the financial statements V'.,,.‘ C US
30 June 2019

Note 2. Significant accounting policies (continued)

Those IRU agreements that provide the lessee with the exclusive right to use one or more specified fibre(s) are accounted
for as lease transactions. Other IRU's are accounted for as service agreements.

IRU agreements that transfer substantially all the risks and rewards of ownership to the lessee are classified as a finance
lease.

Revenue from finance leases is recognised in the period that the IRU's are transferred and the fibre is available for use.
The carrying value of the sold fibre(s) is accordingly recognised as costs of goods sold.

Revenue from service contracts are recognised over the term of the agreement. Amounts received in excess of revenue
recognised are recorded as income in advance in the balance sheet.

Operation and maintenance revenues are recognised upon performance of services.

Interest

Interest revenue is recognised as interest accrues using the effective interest method. This is a method of calculating the
amortised cost of a financial asset and allocating the interest income over the relevant period using the effective interest
rate, which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset
to the net carrying amount of the financial asset.

Other revenue
Other revenue is recognised when it is received or when the right to receive payment is established.

Income tax

The income tax expense or benefit for the period is the tax payable on that period's taxable income based on the
applicable income tax rate for each jurisdiction, adjusted by the changes in deferred tax assets and liabilities attributable to
temporary differences, unused tax losses and the adjustment recognised for prior periods, where applicable.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be applied when
the assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted,
except for:

e  When the deferred income tax asset or liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and that, at the time of the transaction, affects neither the accounting
nor taxable profits; or

e  When the taxable temporary difference is associated with interests in subsidiaries, associates or joint ventures, and
the timing of the reversal can be controlled and it is probable that the temporary difference will not reverse in the
foreseeable future.

Deferred 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.

The carrying amount of recognised and unrecognised deferred tax assets are reviewed at each reporting date. Deferred
tax assets recognised are reduced to the extent that it is no longer probable that future taxable profits will be available for
the carrying amount to be recovered. Previously unrecognised deferred tax assets are recognised to the extent that it is
probable that there are future taxable profits available to recover the asset.

Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax assets
against current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the same taxable
authority on either the same taxable entity or different taxable entities which intend to settle simultaneously.

Current and non-current classification
Assets and liabilities are presented in the statement of financial position based on current and non-current classification.

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in the normal
operating cycle; it is held primarily for the purpose of trading; it is expected to be realised within 12 months after the
reporting period; or the asset is cash or cash equivalent unless restricted from being exchanged or used to settle a liability
for at least 12 months after the reporting period. All other assets are classified as non-current.



Vocus (New Zealand) Holdings Limited st
Notes to the financial statements V'-...‘ C U S
30 June 2019

Note 2. Significant accounting policies (continued)

A liability is classified as current when: it is either expected to be settled in the normal operating cycle; it is held primarily for
the purpose of trading; it is due to be settled within 12 months after the reporting period; or there is no unconditional right to
defer the settlement of the liability for at least 12 months after the reporting period. All other liabilities are classified as non-
current.

Deferred tax assets and fiabilities are always classified as non-current.

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.

Trade and other receivables
Trade and other receivables are recognised in accordance with the policy set out in note 9.

Inventories
Stock on hand is stated at the lower of cost and net realisable value. Cost comprises of purchase and delivery costs, net of

rebates and discounts received or receivable.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale.

Derivative financial instruments

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently
remeasured to their fair value at each reporting date. The accounting for subsequent changes in fair value depends on
whether the derivative is designated as a hedging instrument, and if so, the nature of the item being hedged.

Derivatives are classified as current or non-current depending on the expected period of realisation.

Investments and other financial assets

Investments and other financial assets are initially measured at fair value. Transaction costs are included as part of the
initial measurement, except for financial assets at fair value through profit or loss. Such assets are subsequently measured
at either amortised cost or fair vaiue depending on their classification. Classification is determined based on both the
business model within which such assets are held and the contractual cash flow characteristics of the financial asset
unless, an accounting mismatch is being avoided.

Financial assets are derecognised when the rights to receive cash flows have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership. When there is no reasonable expectation of
recovering part or all of a financial asset, it's carrying value is written off.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market. They are carried at amortised cost using the effective interest rate method. Gains and losses are recognised
in profit or loss when the asset is derecognised or impaired.

Financial assets at fair value through profit or loss

Financial assets not measured at amortised cost or at fair value through other comprehensive income are classified as
financial assets at fair value through profit or loss. Typically, such financial assets will be either: (i) held for trading, where
they are acquired for the purpose of selling in the short-term with an intention of making a profit, or a derivative; or {ii)
designated as such upon initial recognition where permitted. Fair value movements are recognised in profit or loss.

Impairment of financial assets

The Group recognises a loss allowance for expected credit losses on financial assets which are either measured at
amortised cost or fair value through other comprehensive income. The measurement of the loss allowance depends upon
the Group's assessment at the end of each reporting period as to whether the financial instrument's credit risk has
increased significantly since initial recognition, based on reasonable and supportable information that is available, without
undue cost or effort to obtain.



Vocus (New Zealand) Holdings Limited DAY
Notes to the financial statements v o C U S
30 June 2018

Note 2. Significant accounting policies (continued)

Where there has not been a significant increase in exposure to credit risk since initial recognition, a 12-month expected
credit loss allowance is estimated. This represents a portion of the asset's lifetime expected credit losses that is attributable
to a default event that is possible within the next 12 months. Where a financial asset has become credit impaired or where
it is determined that credit risk has increased significantly, the loss allowance is based on the asset's lifetime expected
credit losses. The amount of expected credit loss recognised is measured on the basis of the probability weighted present
value of anticipated cash shortfalls over the life of the instrument discounted at the original effective interest rate.

For financial assets measured at fair value through other comprehensive income, the loss allowance is recognised within
other comprehensive income. In all other cases, the Ioss allowance is recognised in profit or Ioss.

Property, plant and equipment
Plant and equipment is stated at historical cost less accumulated depreciation and impairment. Historical cost includes

expenditure that is directly attributable to the acquisition of the items.

Depreciation is calculated on a straight-line basis to write off the net cost of each item of property, plant and equipment
over their expected useful lives as follows:

Fibre assets 10-50 years
Network equipment 5-8 years
Data centre 5-15 years
Plant and equipment 3-15 years

The residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each reporting
date.

Plant and equipment and network equipment under lease are depreciated over the unexpired period of the lease or the
estimated useful life of the assets, whichever is shorter.

An item of property, plant and equipment is derecognised upon disposal or when there is no future economic benefit to the
Group. Gains and losses between the carrying amount and the disposal proceeds are taken to profit or loss.

Leases
The determination of whether an arrangement is or contains a lease is based on the substance of the arrangement and

requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets
and the arrangement conveys a right to use the asset.

A distinction is made between finance leases, which effectively transfer from the lessor to the lessee substantially all the
risks and benefits incidental to the ownership of leased assets, and operating leases, under which the lessor effectively
retains substantially all such risks and benefits.

Finance leases are capitalised. A lease asset and liability are established at the fair value of the leased assets, or if lower,
the present value of minimum lease payments. Lease payments are allocated between the principal component of the
lease liability and the finance costs, so as to achieve a constant rate of interest on the remaining balance of the liability.

Leased assets acquired under a finance lease are depreciated over the asset's useful life or over the shorter of the asset's
useful life and the lease term if there is no reasonable certainty that the Group will obtain ownership at the end of the lease

term.

Operating lease payments, net of any incentives received from the lessor, are charged to profit or loss on a straight-line
basis over the term of the lease.
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30 June 2019

Note 2. Significant accounting policies (continued)

Intangible assets

Intangible assets acquired as part of a business combination, other than goodwill, are initially measured at their fair value
at the date of the acquisition. Intangible assets acquired separately are initially recognised at cost. Indefinite life intangible
assets are not amortised and are subsequently measured at cost less any impairment. Finite life intangible assets are
subsequently measured at cost less amortisation and any impairment. The gains or losses recognised in profit or loss
arising from the derecognition of intangible assets are measured as the difference between net disposal proceeds and the
carrying amount of the intangible asset. The method and useful lives of finite life intangible assets are reviewed annually.
Changes in the expected pattern of consumption or useful life are accounted for prospectively by changing the amortisation
method or period.

Goodwill

Goodwill arises on the acquicition of a business. Goodwill is not amortised and is carried at cost less accumulated

impairment losses. Impairment losses on goodwill are taken to profit or loss and are not subsequently reversed.

Software
Significant costs associated with software are deferred and amortised on a straight-line basis over the period of their

expected benefit, being their finite life of 3 to 8 years.

Indefeasible Right to Use (IRU)
Indefeasible right to use capacity are brought to account as intangible assets at cost, being the present value of the future
cash flows payable for the right. Costs associated with IRU's are deferred and amortised on a straight-line basis over the

period of their expected benefit.

Other intangibles
Other intangibles are amortised on a straight-line basis over the period of their expected benefit.

Impairment of non-financial assets

Goodwill and other intangible assets that have an indefinite useful life are not subject to amortisation and are assessed
annually for indicators of impairment, or more frequently if events or changes in circumstances indicate that they might be
impaired. Other non-financial assets are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's
carrying amount exceeds its recoverable amount.

Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-use is the
present value of the estimated future cash flows relating to the asset using a pre-tax discount rate specific to the asset or
cash-generating unit to which the asset belongs. Assets that do not have independent cash flows are grouped together to
form a cash-generating unit.

Trade and other payables

These amounts represent liabilities for goods and services provided fo the Group prior to the end of the financial year and
which are unpaid. Due to their short-term nature they are measured at amortised cost and are not discounted. The
amounts are unsecured and are usually paid within 30 days of recognition.

Borrowings
Loans and borrowings are initially recognised at the fair value of the consideration received, net of transaction costs. They

are subsequently measured at amortised cost using the effective interest method.

Where there is an unconditional right to defer settlement of the liability for at least 12 months after the reporting date, the
ioans or borrowings are classified as non-current.

Finance costs
Finance costs attributable to qualifying assets are capitalised as part of the asset. All other finance costs are expensed in

the period in which they are incurred.
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Note 2. Significant accounting policies (continued)

Provisions

Provisions are recognised when the Group has a present (legal or constructive) obligation as a result of a past event, it is
probable the Group will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. If the time value
of money is material, provisions are discounted using a current pre-tax rate specific to the liability. The increase in the
provision resulting from the passage of time is recognised as a finance cost.

Employee benefits

Short-term employee benefits
Liabilities for wages and salaries and other employee benefits expected to be settled within 12 months of the reporting date
are measured at the amounts expected to be paid when the liabilities are settled.

Fair value measurement

When an asset or liability, financial or non-financial, is measured at fair value for recognition or disclosure purposes, the
fair value is based on the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date; and assumes that the transaction will take place either: in the
principal market; or in the absence of a principal market, in the most advantageous market.

Fair value is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming they act in their economic best interests. For non-financial assets, the fair value measurement is based on its
highest and best use. Valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, are used, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

Assets and liabilities measured at fair value are classified into three levels, using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. Classifications are reviewed at each reporting date and
transfers between levels are determined based on a reassessment of the lowest level of input that is significant to the fair
value measurement.

For recurring and non-recurring fair value measurements, external valuers may be used when internal expertise is either
not available or when the valuation is deemed to be significant. External valuers are selected based on market knowledge
and reputation. Where there is a significant change in fair value of an asset or liability from one period to another, an
analysis is undertaken, which includes a verification of the major inputs applied in the latest valuation and a comparison,
where applicable, with external sources of data.

Issued capital
Ordinary shares are classified as equity.

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

Goods and Services Tax ('GST') and other similar taxes
Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the tax authority. In this case, it is recognised as part of the cost of the acquisition of the asset or as part

of the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the tax authority is included in other receivables or other payables in the statement of

financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing
activities which are recoverable from, or payable to the tax authority, are presented as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority.
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Note 3. Critical accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates in
relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements, estimates
and assumptions on historical experience and on other various factors, including expectations of future events,
management believes to be reasonable under the circumstances. The resulting accounting judgements and estimates will
seldom equal the related actual results. The judgements, estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amounts of assets and liabilities (refer to the respective notes) within the next
financial year are discussed below.

Estimation of useful lives of assets

The Group determines the estimated useful lives and related depreciation and amortisation charges for its property, plant
and enuinmnnl’ and finita lifa intanaihla accote Tha iicafill livae Anild chanma cinnifirantiv ae a2 raciilt Af tarhninal
‘ " H.UIPIIIMIIL CALINA LN i Illl.ullvlwl\a uuu.\ns‘:. L uu\-l\al'u'\.'u NGNS vllu'l-S.v AL LRILLL A= AL RS J “u . lvuuls'vl SN B0 H i)
innovations or some other event. The depreciation and amortisation charge will increase where the useful lives are less
than previously estimated lives, or technically obsolete or non-strategic assets that have been abandoned or sold will be

written off or written down.

Goodwill and other indefinite life intangible assets

The Consolidated Entity assesses annually, or more frequently if events or changes in circumstances indicate impairment,
whether goodwill and other indefinite life intangible assets have shown any indication of impairment, in accordance with the
accounting policy stated in note 2. Where an impairment test is required, the recoverable amounts of cash-generating units
have been determined based on value-in-use calculations. These calculations require the use of assumptions, including
estimated discount rates based on the current cost of capital and growth rates of the estimated future cash flows.

Impairment of non-financial assets other than goodwill and other indefinite life intangible assets

The Group assesses impairment of non-financial assets other than goodwill and other indefinite life intangible assets at
each reporting date by evaluating conditions specific to the Group and to the particular asset that may lead to impairment.
If an impairment trigger exists, the recoverable amount of the asset is determined. This involves fair value less costs of
disposal or value-in-use calculations, which incorporate a number of key estimates and assumptions.

Income tax

The Group is subject to income taxes in the jurisdictions in which it operates. Significant judgement is required in
determining the provision for income tax. There are many transactions and calculations undertaken during the ordinary
course of business for which the ultimate tax determination is uncertain. The Group recognises liabilities for anticipated tax
audit issues based on the Group's current understanding of the tax law. Where the final tax outcome of these matters is
different from the carrying amounts, such differences will impact the current and deferred tax provisions in the period in
which such determination is made.

Recovery of deferred tax assets
Deferred tax assets are recognised for deductible temporary differences only if the Group considers it is probable that
future taxable amounts will be available to utilise those temporary differences and losses.

Unbilled revenue

Unbilled revenue for gas and electricity is estimated at the end of the reporting period. Customers are billed on a periodic
and regular basis. Management estimates customer consumption between the last invoice date and the end of the
reporting period. This is based on preliminary usage obtained from external regulators at an estimated bill rate. Various
assumptions and financial models are used to determine the estimated unbilled rate.
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Note 4. Revenue

NBN/UFB/Broadband
Data Networks

Data Centres

Voice

Mobile

Energy

Other

Revenue

Note 5. Other gains and losses

Net foreign currency gains / (losses)
Other gains / {losses)

Other gains and losses

Note 6. Expenses

Profit before income tax includes the following specific expenses:

Network and service delivery

Fair value (gains) losses recognised in profit or loss

Finance costs

Interest and finance charges paid/payable

Employee benefils expense
Defined contribution plan expense
Employee benefits expense

Total employee benefits expense

16

V:

:CUS

Consolidated

2019
$

185,247,690
47,430,220
5,744,916
60,323,300
10,616,052
64,690,800
8,213,589

382,266,567

2018
$

202,842,428
38,861,295
6,109,170
60,842,902
11,019,929
41,986,319
4,765,663

366,417,706

Consolidated

2019 2018
$ $
(56,271)  (224,077)
.(1,804,388)  (500,501)
(1,860,659)  (724,578)

Consolidated

2019
$

(8,475,588)

_ 11,631,565

1,262,886

47,796,734

2018
$

12,436,062

1,245,677
48,265,582

49,511,259



Vocus (New Zealand) Holdings Limited
Notes to the financial statements
30 June 2019

Note 7. Income tax expense

Income tax-expense—-

Current tax

Deferred tax - origination and reversal of temporary differences
Adjustment recognised for prior periods

Aggregate income tax expense

Deferred tax inciuded in income tax expense comprises:
Decrease in deferred tax assets (note 13)

Increase in deferred tax liabilities (note 20)

Deferred tax - origination and reversal of temporary differences

Numerical reconciliation of income tax expense and tax at the statutory rate
Profit before income tax expense

Tax at the statutory tax rate of 28%

Tax effect amounts which are not deductible/(taxable) in calculating taxable income:
Entertainment expenses
Sundry items
Adjustment recognised for prior periods

Income tax expense

Amounts credited directly to equity
Deferred tax liabilities (note 20)

Note 8. Current assets - cash and cash equivalents

Cash at bank
Cash on deposit

Vi :CUS

Consolidated
2019 2018
$ $

6,564,453 3,687,376
3,385,654 2,647,367
308,004 1,928,893

10,258,111 8,263,636

1,184,448 811,481
2,201,206 1,835,886

3,385,654 2,647,367

31,936,313 23,298,253
8,942,168 6,523,511
107,533 40,891
900,406 147,060
308,004 1,652,174

10,258,111 8,263,636

Consolidated

2019 2018
$ $
(3,026,128) =

Consolidated

2019 2018
$ $
19,651,303 9,388,866
- 296,311

19,651,303 9,685,177

A $125,000 payment guarantee and a $125,000 standby letter of credit in favour of Chorus Limited is in place. There is
also a $279,633 standby letter of credit provided by the ASB Bank. There is a $5,850,000 CBA and a $4,000,000 ANZ
bank guarantee in place, on behalf of Switch Utilities Limited, to the Energy Clearing House. This is to facilitate the

purchase of energy for the Group from the Regulator.
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Note 9. Current assets - trade and other receivables

Consolidated

2019 2018
$ $
Trade receivables 30,042,180 32,827,593
Accrued revenue 6,228,819 5,215,117
Less: Allowance for expected credit losses (6,356,707) _ (5,812,439)
30,914,292 32,230,271
Other receivables 35,272 740
Goods and services tax refundable 314,476 -

31,264,040 32,231,011

Allowance for expected credit losses
The Group has recognised an expense of $4,891,996 (2018 $3,548,373) in profit or loss in respect of impairment of

receivables for the financial year ended 30 June 2019.

The Group applies the NZ IFRS 9 simplified approach to measure expected credit loss ("ECL") which uses a lifetime
expected loss allowance for all trade receivables and contract assets.

Movements in the provision for impaimment of receivables are as follows:

Consolidated

2019 2018
$ $
Opening balance 5,812,439 7,368,218
Additional provisions recognised 5,226,812 3,548,373
Receivables written off during the year as uncollectable (5,682,544) (5,104,152)
5,356,707 5,812,439

Closing balance

Trade receivables are initially recognised at fair value and subsequently measured at amortised cost, less any loss
allowances. Trade receivables are generally due for settlement within 30 days.

Impairment of financial assets

The loss allowances for financial assets are based on assumptions about risk of default and expected loss rates. The
Group uses judgement when determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating expected credit loss (“ECL"). The Group considers reasonable and supportable
information that is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis based on the Group's historical experience, current market conditions as well as forward looking
estimates at the end of each reporting period.

In accordance with the ECL impairment model in NZ IFRS 9, the Group was required to revise its methodology and
accounting policies for the impairment of trade receivables and accrued revenue identified in NZ IFRS 15 Revenue from
Contracts with Customers. The Group has assessed the financial impact of adopting the new impairment model on
transition and the impact, net of tax, of transition to NZ IFRS 9 was immaterial.

The accounting policy for impairment of financial assets has been updated and was applicable from 1 July 2018.

Other receivables are recognised at amortised cost, less any provision for impairment.
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Note 10. Current assets - derivative financial instruments

Electricity derivatives - cash flow hedges

Refer to note 24 for further information on fair value measurement.

Note 11. Non-current assets - property, plant and equipment

Fibre assets - at cost
Less: Accumulated depreciation

Network equipment - at cost
Less: Accumulated depreciation

Data centre - at cost
Less: Accumulated depreciation

Plant and equipment - at cost
Less: Accumulated depreciation

WIP - at cost

Reconciliations

Vi 3CUS

Consolidated

2019 2018
$ $
9,094,177 -

Consolidated

-~ - PY WP

2018 2016
$
114,812,222 112,752,879

(19,036,338) (16,284,899)

95775884 _ 96,467,980

68,208,695 43,953,674
(39,716,583) (24,545,514)

28,492,112 _ 18,408,160

8,918,548 8,389,291
(5,668,040) _ (5,058,255)

3,260,508 3,331,036
20,060,447 28,047,237
(12,857,617) (11,177,114)
7,202,830 16,870,123
814,724 -
135,546,058 136,077,299

Reconciliations of the written down values at the beginning and end of the current financial year are set out below:

Consolidated

Balance at 1 July 2018
Additions

Disposals
Reclassification
Transfers in/{out)
Depreciation expense

Balance at 30 June 2019

Fibre Network
assets equipment
$ $
96,467,980 19,408,160
81,255 6,976,517
- (432,794)
381,380 7,184,198
1,491,603 6,296,339
. (2646,334) (10,940,308)
95,775,884 28,492,112

Data
centre

$

3,331,036
107,158

172,244
263,666

(613,5%) _(7417629) = -

3,260,508

Plant and
equipment
$

16,870,123
2,373,891

(4,988,192)
365,637

7,202,830

Capital
wWIP Total
$ $
- 136,077,299
9,093,038 18,631,859
- (432,794)
138,931 2,887 561
(8,417,245) -
(21,617,867)
B14,724 135,546,058
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Note 12. Non-current assets - intangibles

Goodwill - at cost
IRU capacity - at cost
Less: Accumulated amortisation

Customer intangibles - at cost
Less: Accumulated amortisation

Software - at cost
Less: Accumulated amortisation

Other intangibles - at cost
Less: Accumulated amortisation

Capital work in progress

Reconciliations

V-

4CUS

Consolidated

2019
$

2018
$

5,576,950 .
(225,745) -
5,351,205 z
667,656 667,656
(667,656)  (667,656)
29,772,466 25,115,458
_(7.764,298)  (3,822,685)
22,008,168 21,292,773
29,019 43,866
(8.905) (43,866)
20,114 -
525,683 -

294,878,588 288,266,191

Reconciliations of the written down values at the beginning and end of the current financial year are set out below:

Consolidated

Balance at 1 July 2018
Additions
Reclassification
Transfers in/(out)
Amortisation expense

Balance at 30 June 2019

Capital
Goodwill IRU capacity  Software WIP Total
$ $ $ $ $

266,973,418 - 21292773 - 288,266,191
- 5,576,951 4,755,989 2,851,460 13,205,770
- (39,848) (2,847,372) - (2,887,561)
- - 2,324,911 (2,325,777) -
- (185,898) (3,518,133) - {(3,705,812)

266,973,418 5,351,205 22,008,168 525,683 294 878,588
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Note 13. Non-current assets - deferred tax

Consolidated

2019 2018
$ $

Deferred tax_asset comprises temporary differences attributable_to
Amounts recognised in profit or loss:

Allowance for expected credit losses 1,499,878 1,627,483

Finance leases 829,126 1,027,680

Accrued expenses 1,155,285 2,184,942

Adjustment relating to prior periods - (171,368)
Deferred tax asset 3,484,289 4,668,737
Movements:
Opening balance 4,668,737 5,480,218
Charged to profit or loss (note 7) (1,184,448) (811,481)
Closing balance 3,484,289 4,668,737

Note 14. Current liabilities - trade and other payables

Consolidated

2019 2018
$ $
Trade payables 18,277,722 9,860,702
Accruals 33,278,645 28,762,198
Goods and Services Tax payable - 2,208,238
Other payables 2,125,166 2,291,594

53,681,633 43,122,732

Note 15. Current liabilities - borrowings

Consolidated

2019 2018
$ $
Payable to related parties 110,643,577 104,410,166
Lease liability 152,918 404,818

110,796,495 104,814,984

Refer to note 19 for further information on assets pledged as security and financing arrangements.
Refer to note 26 for further information on lease liability.
Refer to note 27 for further information on payable to related parties.
Note 16. Current liabilities - income tax
Consolidated
2019 2018
$ $

Provision for income tax 5,541,023 6,303,282
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Note 17. Current liabilities - provisions

Consolidated

2019 2018
$ $
Employee benefits 3,190,784 3,173,752
Deferred consideration - 2,295954

3,190,784 5,469,706

Movements in provisions
Movements in provisions during the current financial year are set out below:

Employee Deferred

benefits consideration
Consolidated - 2019 $ $
Carrying amount at the start of the year 3,173,752 2,295,954
Additional provisions recognised 5,118,323 -
Amounts paid (5,101,291)  (1,500,000)
Unwinding of provision - (795,954)
Carrying amount at the end of the year 3,190,784 -

Note 18. Current liabilities - other liabilities

Consolidated

2019 2018
$ $
Revenue received in advance 11,622,455 11,931,612
Other current liabilities 503,315 275,567

12,125,770 12,207,179

Note 19. Non-current liabilities - borrowings

Consolidated

2019 2018
$ $
Bank loans 110,000,000 120,500,000
Capitalised borrowing costs (169,344) (247,301)
Lease liability 10,082,330 10,411,674

119,912,986 130,664,373

Refer to note 26 for further information on lease liability.
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Note 19. Non-current liabilities - borrowings (continued)

Total secured liabilities
The total secured liabilities (current and non-current) are as follows:

Consolidated
2019 2018
$ $
Bank loans 110,000,000 120,500,000
Capitalised borrowing costs (169,344) (247,301)
Lease liability 10,235,248 10,816,492

120,065,904 131,069,191

Assets pledged as security
The bank loans are secured by first mortgages over the Consolidated Entity's assets and undertakings.

The lease liabilities are effectively secured as the rights to the leased assets, recognised in the statement of financial
position, revert to the lessor in the event of default.

Financing arrangements
Unrestricted access was available at the reporting date to the following lines of credit:

Consolidated

2019 2018
$ $

Total facilities

Bank loans 150,000,000 150,000,000
Used at the reporting date

Bank loans 110,000,000 120,500,000
Unused at the reporting date

Bank loans 40,000,000 29,500,000

During the financial year ended 30 June 2018, Vocus (New Zealand) Holdings Limited, closed a new and increased
syndicated debt facility. The Group's bank facility consists of a 3 year NZ$150,000,000 facility that is non-amortising and
can be used for general corporate purposes. Interest on the facility is recognised at the aggregate of the reference bank bill
rate plus a margin.
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Note 20. Non-current liahilities - deferred tax

Deferred tax liability comprises temporary differences attributable fo:

Amounts recognised in profit or loss:

Property, plant and equipment
Derivatives
Customer acquisition costs

Adjustment relating to prior periods

Deferred tax liability

Movements:

Opening balance

Charged to profit or loss (note 7)
Credited to equity (note 7)

Closing balance

Note 21. Equity - issued capital

Ordinary shares - fully paid

Movements in ordinary share capital
Details

Balance
Issue of shares

Balance
Issue of shares

Balance

Ordinary shares

V-

ACUS

Consolidated

2019 2018

$ $
12,153,977 14,163,864
2,373,165 -
1,529,631 3,265,918
- (548,087)
16,056,773 16,881,695
16,881,695 15,045,809
2,201,206 1,835,886
(3,026,128) _ -
16,056,773 16,881,695

Consolidated
2019 2018 2019 2018

Shares Shares $ $
57,300,001 57,300,001 57,300,001 57,300,001

Date Shares Issue price $
1 July 2017 57,300,001 57,300,001
30 June 2018 - $0.00 -
30 June 2018 57,300,001 57,300,001
30 June 2019 - $0.00 -
30 June 2019 57,300,001 57,300,001

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the Company in
proportion to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and the
Company does not have a limited amount of authorised capital.

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each

share shall have one vote.

Capital risk management

The Group's objectives when managing capital are to safeguard its ability to continue as a going concern, so that it can
provide returns for shareholders and benefits for other stakeholders and to maintain an optimum capital structure to reduce

the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,

return capital to shareholders, issue new shares or sell assets to reduce debt.
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Note 22. Equity - Reserves

Consolidated

2019 . 2018
$ $
Hedge_reserve (336,782), (38,734)
Common control reserve 86,338,831 86,338,831

86,002,049 86,300,097

Common Control Reserve
The Groups accounting policy is to use book value accounting for common control transactions. The book value used is

ihe book vaiue of the transfer or of the investment. Book value accourting is applied on the basis that the entities are part
of a larger economic group, and that the figures from the larger group are the relevant ones. In applying book value
accounting, no entries are recorded in the profit or loss; instead, the resuit of the transaction is recognised in equity as

arising from a transaction with shareholders.

The book value is accounting on the basis that the investment has simply moved from one group company to another. In
applying the book value accounting, an adjustment is required in equity to reflect any difference between the consideration
received and the aggregated capital of the transferee. This adjustment has therefore been reflected in the common control
reserve capital account.

Note 23. Equity - retained profits

Consolidated

2019 2018
$ $
Retained profits at the beginning of the financial year 24,195,865 9,161,248
Adjustment for change in accounting policy (7,657,919) -
Retained profits at the beginning of the financial year - restated 16,537,946 9,161,248
Profit after income tax expense for the year 21,678,202 15,034,617
Retained profits at the end of the financial year 38,216,148 24 195,865

Note 24. Fair value measurement

Fair value hierarchy

The following tables detail the Company's assets and liabilities, measured or disclosed at fair value, using a three level
hierarchy, based on the lowest level of input that is significant to the entire fair value measurement, being:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can access at the
measurement date

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly
or indirectly

Level 3: Unobservable inputs for the asset or liability

Level 1 Level 2 Level 3 Total
Consolidated - 2019 $ 3 $ $
Assets
Electricity derivatives - 9,094,177 - 9,094,177
Total assets - 9,094,177 - 9,094 177

There were no transfers between levels during the financial year.

The carrying amounts of trade and other receivables and trade and other payables are assumed to approximate their fair
values due to their short-term nature.
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Note 24. Fair value measurement (continued)
Valuation techniques for fair value measurements
The fair value of derivative financial instruments that are not traded on an active market is determined by using valuation

methodologies and assumptions that are based on market conditions existing at the valuation date. The use of forward
electricity price curve derived from various inputs such as electricity futures market is used in calculating electricity

derivatives.
Note 25. Key management personnel disclosures

Compensation

The aggregate compensation made to Directors and other members of key management personnel of the Group is set out
below:

Consolidated

2019 2018
$ $
Shori-term employee benefits 1,110,082 866,815
Post-employment benefits 46,664 17,974
Long-term benefits 114,217 12,369
Share-based payments 530,601 101,974
1,801,564 999,132

In addition, certain key management personnel were paid by Vocus Pty Limited, a subsidiary of the ultimate parent.

Note 26. Commitments

The amount of operating lease payments recognised as an expense during the period ended 30 June 2019 is $5,692,355
(2018: $5,622,600). These leasing arrangements represent primarily office and data centre locations which existed under
standard commercial terms of annualized rate review and contract expiry renewal.
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Note 26. Commitments (continued)

Consolidated

2019 2018
$ $
Lease commitments - operating
Committed at the reporting date but not recognised as liabilities, payable:
Within one year 6,190,222 5,692,355
One to five years 19,669,621 20,607,493
More than five years 36,818,715 _ 40,899,033

62,678,458 67,198,881

Lease commitments - finance
Committed at the reporting date and recognised as liabilities, payable:

Within one year 1,067,870 1,365,070
One to five years 4,271,479 4,271,479
More than five years 12,191,514 13,260,246

17,530,863 18,896,795
Less: Future finance charges _ (7,295,615) (8,080,303)
Net commitment recognised as liabilities 10,235,248 10,816,492

Network equipment (related to finance lease commitments)

Finance lease commitments includes contracted amounts for various network plant and

equipment at the following values under finance leases. Under the terms of the leases, the

Group has the option to acquire the leased assets for predetermined residual values on the

expiry of the leases.

Network equipment - at cost - 17,832,207

Less: Accumulated depreciation = (7,841,667)
Written down value - 9,990,540
Cable (related to finance lease commitments)

Cable commitments includes contracted amounts for fibre at the following values:

Cable - at cost 7,627,054 7,627,054
Less: Accumulated depreciation (2,168,966)  (1,998,584)
Written down value 5,458,088 5,628,470

The above operating commitments include On Track Right of Way payments over the period of the lease which expire in
2041.

Capital commitrments

Chorus intends to upgrade approximately 135km of fibre between Whakatane and Waihau Bay by June 2023. Under the
terms of the contract with Chorus for the build around the East Cape, the Company will contribute 15% of the cost of the
upgrade between Whakatane and Waihau Bay and will acquire 6 fibres.

Note 27. Related party transactions

Subsidiaries
Interests in subsidiaries are set out in note 28.

Joint operations
Interests in joint operations are set out in note 29,
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Note 27. Related party transactions (continued)

Key management personnel
Disclosures relating to key management personnel are set out in note 25.

Transactions with related parties
The following transactions occurred with related parties:

Consolidated

2019 2018
$ $
Payment for other expenses:
Interest paid to Vocus Group Holdings Pty Limited, the immediate parent entity 654,224 582,070
Interest paid to M2 Group Pty Limited 4,219,849 4,519,109

During the year Vocus Group NZ Limited provided Vocus Pty Limited data centre and associated infrastructure services to
the value of $950,696 (2018: $919,971).

Vocus Pty Limited provided Vocus Group NZ Limited bandwidth, IP transit, data centre and associated infrastructure
services to the value of $609,149 (2018: $547,711) It also provided to Vocus (New Zealand) Limited bandwith, IP transit
and associated infrastructure services to the value of $1,889,345 (2018 $1,947,453) and insurance services valued at
$299,799 (2018: $0).

Vocus Pty Limited also provided bandwidth, IP transit and associated infrastructure services to Callplus Services Limited to
the value of $696,519 (2018: $2,783,612) and telecommunications services to 2Talk Limited, $125,340 (2018: $151,998).

Callplus Services Limited provided Vocus Pty Limited telecommunications services to the value of $492,600 (2018:
$447,169), to Primus Telecommunication Pty Limited, $611,632 (2018: $1,295,847) and to M2 Commander Pty Ltd,
$42,426 (2018: $42,952).

Primus Telecommunications Pty Limited provided telecommunications services to 2Talk Limited to the value of $430,225
(2018: $360,984) and to Callplus Services Limited, $37,984 (2018: $10,077).

Vocus (New Zealand) Limited provided Vocus Pty Limited etheret and associated infrastructure services to the value of
$829,913 (2018: $858,008) and staffing resources to the value of $1,151,229 (2018: $1,165,835).

M2 Group NZ Limited paid M2 Group Pty Limited a management fee for financial and administration services of $600,000
(2018: $900,000).

Receivable from and payable to related parties

There were no trade receivables from or trade payables to related parties at the reporting date. The balances form part of
the loan amounts.
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Note 27. Related party transactions (continued)

Loans toffrom related parties
The following balances are outstanding at the reporting date in relation to loans with related parties:

Consolidated

2019 2018
$ $

Current receivables:

Loan to M2 Commander Pty Ltd, a commonly controlled entity 358,833 359,109
Loan to Dodo Services Pty Ltd, a commonly controlled entity 28,071 28,071
Loan to No Worries Online Pty Ltd, a commonly controlled entity 74,302 74,302
Loan to Southern Cross Telco Pty Ltd a commonly controlled entity 25718 25 716
Loan to ASC International Group Pty Ltd, a commonly controlled entity 68,532 66,125
Current borrowings:

Loan from Vocus Group Holdings Pty Ltd, the immediate parent entity 2,356,332 1,767,530
Loan from Vocus Pty Ltd, a commonly controlled entity 18,662,782 18,479,052
Loan from Vocus Data Centres Pty Limited, a commonly controlled entity 5,607 5,607
Loan from Ipera Communications Pty Limited, a commonly controlied entity 7,407 7,407
Loan from Amcom Telecommunications Limited, a commonly controlled entity 110,059 110,059
Loan from M2 Group Pty Limited, a commonly controlled entity 78,023,496 72,459,873
Loan from Eftel Pty Limited, a commonly controlled entity 8,256 8,256
Loan from M2 Telecommunication Pty Limited, a commonly controlled entity 5,353,628 5,353,817
Loan from M2 Wholesale Services Pty Limited, a commonly controlled entity 41,831 -
Loan from Pendo Industries Pty Limited, a commonly controlled entity 832,311 832,311
Loan from Primus Telecommunications Pty Limited, a commonly controlled entity 5,107,014 5,251,500
Loan from Vocus Communications Limited, the ultimate parent entity 134,754 134,754

Terms and conditions
The loans are interest bearing at 5.20% (2018: 5.20%) and repayable on demand.

Note 28. Interests in subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in
accordance with the accounting policy described in note 2:

Ownership interest

Principal place of business / 2019 2018

Name Country of incorporation % %

Vocus (New Zealand) Limited New Zealand 100.00% 100.00%
Vocus Group NZ Limited New Zealand 100.00% 100.00%
Data Lock Limited New Zealand 100.00% 100.00%
M2 Group NZ Limited New Zealand 100.00% 100.00%
CallPlus Holdings Limited New Zealand 100.00% 100.00%
2Talk Limited New Zealand 100.00% 100.00%
CallPlus Australia Holdings Limited New Zealand 100.00% 100.00%
CallPlus Limited New Zealand 100.00% 100.00%
Blue Reach Limited New Zealand 100.00% 100.00%
Slingshot Communications Limited New Zealand 100.00% 100.00%
CallPlus Services Limited New Zealand 100.00% 100.00%
CallPlus Trustee Limited New Zealand 100.00% 100.00%
Orcon Limited New Zealand 100.00% 100.00%
CallPlus Assets Limited New Zealand 100.00% 100.00%
Flip Services Limited New Zealand 100.00% 100.00%
CallPlus Services Australia Limited New Zealand 100.00% 100.00%

M2 NZ Limited

New Zealand
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Note 28. Interests in subsidiaries (continued)

Ownership interest

Principal place of business / 2019 2018
Name Country of incorporation % %
Switch Utilities Limited New Zealand 100.00% 100.00%
Switch Utilities Southern Limited New Zealand 100.00% 100.00%
Switch Utilities Wellington Limited New Zealand 100.00% 100.00%

Note 29. Interests in joint arrangement

The Company has entered into an agreement with the Research and Education Advanced Network of New Zealand
(REANNZ). REANNZ is a government owned not-for-profit entity providing network services to its members. This has
enabled the company to purchase and implement the Infinera optical network piatform. Whilst the company owns the
Infinera network, it has entered into a joint operating agreement with REANNZ for the sharing of the use and management
of the network. The contract term is five years and is extendable annually for up to a further three years. REANNZ has the
rights to use up to 25% of the capacity of the shared Infinera Network. Each party must give the other options to participate
in any further expansion of the shared network but neither is obliged to participate. In return for its rights of participation
and use of the asset, REANNZ made an upfront payment for services and is billed a monthly fee to cover ongoing
operating costs of running the network.

Note 30. Events after the reporting period

No matter or circumstance has arisen since 30 June 2019 that has significantly affected, or may significantly affect the
Group's operations, the resuits of those operations, or the Group's state of affairs in future financial years.
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Independent auditor’s report
Tothe shareholder of Vocus (New Zealand) H oldings Limited

We haveaudited the financial statem ents, which com prise:

e the statement of financial position as at 30 Junez2o019;

e the statement of profit and lossand other com prehensiveincome for theyear then ended;

e the statement of changes in equity for the yearthen ended;

e thestatement of cashflows for theyearthen ended; and

e thenotestothe financial statements, whichinclude a summary of significant accounting policies.

Our opinion

In our opinion, the accom panying financial statements of Vocus{New Zealand) Holdings Limited (the Company),
including its subsidiaries (the Group), present fairly, in all material respects, the financial position of the Group as at
30 June2019, its financial performance and its cash flows for the year then endedin accordance w ith New Zealand
Equivalents to International Financial Reparting Standards Reduced Disclosure Regime (NZ IFRS RDR).

Basis for opinion o
We conducted our audit in accordance with In ternational Standards on Auditing (New Zealand) (ISAs NZ) and
International Standards on Auditing (ISAs). Ourresponsibilities under those standardsare further describedin the
Auditor’s responsibilities for the audit of the financial statements section of our report.

We believe that the audit evidence we have obtained issufficient and appropriateto provide a basis for our opinion.

We are independent of the Group in a ccordance with Professional and Et hical Standard 1 (Revised) CodeofEthics
JSor Assurance Practitioners (PES 1) issued by the New Zealand Auditing and Assurance Standards Board andthe
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code),
and wehavefulfilled ourother ethical respansibilities in accordance with these requirements.

Information otherthan the financial statements and auditor’s report

The Directors areresponsiblefor the annual report. Our opinion on thefinancial sta tements does not cover the
other information included in the annual report and we do not, expressany form of assurance conclusion on the
other information.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially incansistent with the financial statem ents or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we have
performed on the other information that we obtained prior to the date of this auditor’sreport, we conclude that
there is a material misstatement of this other information, we arer equired torepart that fact. Wehave nothingto
report in thisregard.

Responsibilities of the Directors for the financial statements
The Directors are responsible, on behalfof the Com pany, for the preparation and fair presentation of the financial
statementsin accordance with NZIFRS RDR, andfor such internal control asthe Directors de termine is necessary
toenablethepreparation of financial statements that are free from m aterial misstatem ent, whether dueto fraud or
errar.

PricewalerhouseCoopers, ABN 52780 433 757

One International Towers Sydney, Walermans Quay, Barangaroo, GPO BOX 2650, SYDNEY NSW 2001
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au

Level11, 1PSQ, 169 Macquarie Street, Parramatta NSW 2150, PO Box 1155 Parramatta NSW 2124

T: +61 2 9659 2476, F: +61 2 8266 9999, www.pwe.com.au

Liability limited by a scheme approved under Professional StandardsLegis ation.
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In preparing the financial statements, the Directors are responsible for assessing the Group’s ability to continueasa
going concern, disclosing, asapplicable, matters related t o going concernand using the going concern basisof
accounting unless the Directorseither intend t o liquidate the Group or to cease operations, or havenorealistic
alternativebut to do so.

Auditor’s responsibili?exﬁ)r the audit of the financial statements

Our objectivesare to obtain reasonable assurance about whether the financial statements, as a whole, arefreefrom
m aterial misstatement, whether due tofraud or error, and toissuean auditor’s report that includesour opinion.
Reasonableassuranceisa highlevel of assurance, butis not a guarantee that an audit conductedin accordance with
ISAs NZ and ISAs 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 toinfluence
the economic decisions of users taken on the basisof t hese financial statements.

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

This descriptian forms part of our auditor’srepart.

Who wereportto

This reportis madesolely tothe Company’sshareholder. Ouraudit work hasbeen undertaken sothat we might
state those matters which we are required to stateto them in an auditor’s report and for no other purpose. Tothe
fullest extent permitted by 1aw, we do not accept or assume responsibility to anyone other thanthe Com pany and
the Com pany’sshareholder for our audit work, for this report or for the opinions we have formed.

The engagement pariner on theaudit resulting in this independent auditor’s report is Mark Dow,

For and on )ehalfof:

Chartered Accountants E Sy dney
22 Navember 2019

I, Mark Dow, am currently a member of Chartered Accountants Australia & New Zealand and my membership
num ber is 278672.PricewaterhouseCoopers was the audit firm appointed t o undertake the audit of Vocus (New
Zealand) Holdings Limited for the year ended 30 June 2019. I'wasresponsible for the execution of the audit and

delivery of our firm's auditor's report. The audit work was com pleted on 22 November 2019 and an unqualified
opinion was issued.

Mark Dow



