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HIGHLIGHTS

New era for aviation
weather warnings

Following last year's implementation
of Volcanic Ash Advisories and
Graphics on the new IBL Visual
Weather platform, July 2015 saw the
launch of an innovative graphical
approach to SIGMETs (aviation-
specific severe weather warnings)
designed in collaboration with the NZ
Civil Aviation Authority. The new
platform and products provide
meteorologists with greater flexibility
fo forecast for specific zones of
weather interest in the local NZ area,
without being restricted to
pre-defined waypoints. Feedback
from the aviation industry has
acknowledged the high benchmark
set by these new products
internationally, and work is now
underway fo graphically produce

domestic aviation products.

Communicating road
weather risk in real time

Journey Managers at the NZ
Transport Agency communicate
important information fo the users of
state and district road networks. July
2015 saw an urgent request from
Dunedin's Journey Manager, for
information to help road users during
an imminent cold blast set to affect
the Dunedin-Waitati Highway. With
same-day turnaround, MetService
was able fo design and implement a
Severe Weather Threat Matrix
(traffic-light visual alerting forecast)
focusing on the likelihood of snow
and ice on the highway over the
coming three days. This was
communicated to key road users -
including on Facebook - by the
Transport Agency and has led to
positive user feedback and expansion
of similar services in the region.

i

Oil & gas markets open up

MetService's collaboration with
science partner MetOcean Solutions
continues to grow the Group's marine
business. During the half year in
review, new contracts were won with a
number of major international
offshore operators - including the
largest oil and gas producer in
Australia. New services include
on-call weather guidance and
commentary, site and route forecasts
and hindcasting support for oil and
gas operations in South Korea,
Myanmar and Western Australia.
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metservice.com
Total Sessions'
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82,506

6 mths 6 mths 6 mths
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m.metservice.com
Total Sessions'
(000s)

12,671
13,526

6 mths 6 mths 6 mths
31 Dec 30 Jun 31Dec
2014 2015 2015

>30x

growth in total Twitter followers
for 6 mths to 31 December 2015

19,

growth in Facebook fans
for 6 mths to 31 December 2015

Social media expansion
continues

Innovations in MetService's use of
social media saw the November 2015
launch of a social media gallery on
metservice.com. The New Zealand
Weather 'board’ features weather
images posted on Instagram, Twitter
and Flickr by the public, driven via a
new @metservicenz Instagram
account and #metservicenz hashtag,
as well as images uploaded via the
website. Another board shows the
latest posts made by MetService on
Facebook, Twitter and Instagram.
Automation of severe weather
information on Twitter in October
2015 (via the new @MetServiceWARN
account) has provided yet another
way for the public to be alerted to
severe weather potential in their area.

1. Nielsen Online Ratings (Total Sessions By Brand)
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Next-generation satellite
imagery introduced

In August 2015 MetService switched
its primary geostationary satellite
data source fo the Japan
Meteorological Agency (JMA)'s
Himawari-8 — the world's first
'next-generation’ geostationary
safellite. Cloud-based processing
ensures data can be rapidly available
in distributed locations. Significantly
richer data — frequency, resolution
and channels - are already providing
substantial benefits to forecasting
operations, particularly in aviation, as
well as additional opportunities to
create leading-edge products for
customers. The metservice.com
website now features hourly images
from the new satellite.

Website updates expand
weather situational
awareness

A number of significant website
updates have been made with a
particular focus on expanding
‘weather now' awareness, both
nationally and for the tropics. Tropical
cyclone activity is now automatically
alerted in the Severe Weather header
on the metservice.com Home page
whenever there is activity of note for
the tropics (as indicated by the
Tropical Cyclone Potential Bulletin).
Weather news feeds sourced from
New Zealand's leading news sources
have been added to both websites,
ensuring the latest ‘on the ground’
information is available alongside the
forecast. A project to increase the
options available to describe areas
affected by warnings and watches
now provides more fargeted alerting
on Towns & Cities and Rural pages,
along with the ability to include
severe weather information for Raoul
Island and the Chatham Islands.
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METSERVICE TV

ALL-TIME VIDEO VIEWS
TO 31 DEC 2015

>626k
YOUR WEATHER

ALL-TIME PAGE VIEWS
TO 31 DEC 2015
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Live weather broadcasts a
first at IBC

IBC is the world's biggest
broadcasting exhibition and is held in
Amsterdam each September. The
2015 event featured up to five live
daily weather shows, a first for its
round-the-clock live web channel IBC
TV. Broadcasting from IBC's on-site
studio, MetraWeather broadcast
meteorologist Chester Lampkin
provided attendees with the latest
updates on Amsterdam’s weather for
the duration of the IBC exhibition,
and met with prospective customers
fo relate MetraWeather's weather
broadcast production process from
the perspective of the newsroom.
Weather content and forecasts were
curated on-site in Weatherscape XT
by MetraWeather's media team. In
previous years, MetraWeather has
provided pre-recorded weather
updates for IBCTV from its
Wellington office studio.

[

Transforming road weather
information

September 2015 saw the
commencement of a pilot project to
evaluate the use of vehicles for
collection of road weather data and
expansion of New Zealand's weather
observation assets. MetService has
installed mobile sensor packages
from several different vendors on
vehicles owned by contracting
companies working with the NZ
Transport Agency, and is evaluating
efficacy of the data for observation
and forecasting purposes. MetService
also presented a workshop on this
project at the annual NZ Transport
Agency/NZ Institute of Highway
Technology conference in November,
coinciding with the launch of another
collaborative innovation fromm NZTA
and MetService - the go-live of New
Zealand's first weather-activated road
signs on State Highway 29 over the
Kaimai Range.

Qﬁ#ﬂ

MetService Alumni update

In September 2015 the MetService
Alumni group grew to eight with the
appointment of TV weather
broadcaster Dan Corbett to its ranks.
During his three years at MetService,
Mr Corbett was instrumental in
taking MetService TV to a new level
of professionalism and popularity,
and in cementing MetService's
reputation as NZ's #1 weather news
authority with the news media and
the public. His association with
MetService stands the company in
good stead as evidence of the high
standard of weather communications
that MetService continues to uphold
through the work of its
communications-focused
meteorologists and weather
communications advisors.
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6 Mths 6 Mths 12 Mths
31 Dec 15 31 Dec 14 30 Jun15
(unaudited) (unaudited) (audited)
Note S000s S000s S000s
Operating Revenue 24,783 22,221 45979
Government Grants 23 32 66
Total Operating Revenue 24,806 22,253 46,045
Operating Expenses
Employee Benefits Expense 12,820 1,391 23,691
Communication Costs 602 531 1,099
Data Acquisition Costs 1,362 1103 3,230
IT Costs 1,495 1,076 2,250
Marketing Costs 388 493 1,004
Occupancy Costs 283 317 535
Operating Lease Expenses 648 872 1180
Office Expenses 170 156 314
Professional Expenses 657 499 1,254
Other Costs 1143 1,085 1,968
Depreciation and Amortisation Expense 3,891 3,679 7258
Total Operating Expenses 23,459 21,202 43,783
Operating Profit 1,347 1,051 2,262
Financial Costs 3 496 478 956
Share of (Profits) of Jointly Controlled Entity 6 - (58) (73)
Profit Before Taxation 851 631 1,379
Taxation Expense 4 244 188 468
Net Profit Attributable to Equity Holders 607 443 an
Other Comprehensive Income
Movement in Foreign Currency Translation Reserve 7 32 37
TOTAL COMPREHENSIVE INCOME ATTRIBUTABLE
TO EQUITY HOLDERS 614 475 948

The accompanying notes to the financial statements form part of these financial statements.
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Statements of Financial Position
as at 31 December 2015
6 Mths 6 Mths 12 Mths
31 Dec 15 31 Dec 14 30 Jun1b
(unaudited) (unaudited) (audited)
S000s $S000s S000s
Equity
Issued Capital 5,000 5,000 5000
Foreign Currency Translation Reserve (33) (45) (40)
Retained Earnings 13,808 12,733 13,201
Total Equity 18,775 17,688 18,161
Liabilities
Cash and Cash Equivalents 1,060 - 1,806
Trade and Other Payables 16,227 14,667 4,875
Employee Benefits 1,282 1,343 1442
Total Current Liabilities 18,569 16,010 8,123
Deferred Taxation 1,016 1,248 1169
Provisions 466 490 466
Employee Benefits 135 144 135
Borrowings 17,000 17000 17000
Total Non Current Liabilities 18,617 18,882 18,770
TOTAL LIABILITIES AND EQUITY 55,961 52,580 45,054
Assets
Cash and Cash Equivalents 983 175 1,102
Trade and Other Receivables 17377 15,078 5833
Inventories 572 354 558
Current Tax Receivable 138 330 144
Total Current Assets 19,070 15,937 7,637
Property Plant and Equipment 23,023 24,199 19,978
Investments in Jointly Controlled Entities 3177 3162 377
Intangible Assets 10,691 9,282 14,262
Total Non Current Assets 36,891 36,643 37417
TOTAL ASSETS 55,961 52,580 45,054

The accompanying notes to the financial statements form part of these financial statements.
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Foreign
Fully Paid Currency
Ordinary Retained Translation
Shares Earnings Reserve Total
31 DECEMBER 2015 (UNAUDITED) Note $000s $000s $000s $000s
Equity as at 1 July 2015 5,000 13,201 (40) 18,161
Comprehensive Income
Net Profit - 607 - 607
Currency Translation Differences - - 7 7
Total Comprehensive Income - 607 7 614
Transactions with Owners
Dividends Relating to 2015 - - - -
Total Transactions with Owners - - - -
EQUITY AS AT 31 DECEMBER 2015 5,000 13,808 (33) 18,775
31 DECEMBER 2014 (UNAUDITED)
Equity as at 1 July 2014 5,000 12,290 (77) 17,213
Comprehensive Income
Net Profit - 443 - 443
Currency Translation Differences - - 32 32
Total Comprehensive Income - 443 32 475
Transactions with Owners
Dividends Relating to 2014 - - - -
Total Transactions with Owners - - - -
EQUITY AS AT 31 DECEMBER 2014 5,000 12,733 (45) 17,688
30 JUNE 2015 (AUDITED)
Equity as at 1 July 2014 5,000 12,290 (77) 17,213
Comprehensive Income
Net Profit - Al - Al
Currency Translation Differences - - 37 37
Total Comprehensive Income - M 37 948
Transactions with Owners
Dividends Relating to 2014 - - - -
Total Transactions with Owners - - - -
EQUITY AS AT 30 JUNE 2015 5,000 13,201 (40) 18,161

The accompanying notes to the financial statements form part of these financial statements.
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Statements of Cash Flows

for the six months ended 31 December 2015

6 Mths 6 Mths 12 Mths
31 Dec 15 31 Dec 14 30 Jun 15
(unaudited) (unaudited) (audited)
Note S000s S000s S000s
Cash Flow from Operating Activities
Cash was Provided from:
Receipts from Customers 25,215 21912 44,369
Interest Received 5 14 20
Cash was Applied to:
Payments to Suppliers and Employees (22,428) (20,331) (41700)
Interest Paid (501) (492) (97
Income Taxation Paid (447) (947) (1145)
Net Cash Generated by Operating Activities 7 1,844 156 1173
Cash Flow from Investing Activities
Cash was Provided from:
Proceeds from Disposal of Property, Plant and Equipment 2 - -
Cash was Applied to:
Purchase of Property, Plant and Equipment (1,219) (1,604) (3,500)
Acquisition of MetOcean Solutions Limited - - -
Net Cash Used by Investing Activities (1,217) (1,604) (3,500)
Cash Flow from Financing Activities
Cash was Provided from:
Increased Borrowings - - 1,806
Cash was Applied to:
Repayment of Borrowings (746) - -
Dividends - - -
Net Cash Generated by Financing Activities (746) - 1,806
Net (Decrease) in Cash and Cash Equivalents (119) (1,448) (521)
Add Cash and Cash Equivalents at the
beginning of the period 1102 1,623 1,623
CASH AND CASH EQUIVALENTS AT THE
END OF THE PERIOD 983 175 1,102

The accompanying notes to the financial statements form part of these financial statements.
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FINANCIAL
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for the six months ended 31 December 2015

1. GENERAL INFORMATION

The financial statements presented here are for the
reporting entity of Meteorological Service of New Zealand
Limited and its subsidiaries (‘Group').

These financial statements were authorised for issue by
the Board of Directors on 16 February 2016.

Meteorological Service of New Zealand Limited (‘Parent’) is
a profit-oriented entity incorporated and domiciled

in New Zealand. The address of its registered office is 30
Salamanca Road, Wellington. Its primary service is to
provide weather and presentation services to customers
around the globe.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Basis of preparation

The consolidated financial statements of the Group have
been prepared in accordance with Generally Accepted
Accounting Practice in New Zealand (NZ GAAP).

The Group is a for-profit entity for the purposes of
complying with NZ GAAP. The consolidated financial
statements comply with New Zealand equivalents to
International Financial Reporting Standards (NZ IFRS),
other New Zealand accounting standards and authoritative
notices that are applicable fo entities that apply NZ IFRS.
The consolidated financial statements also comply with
International Financial Reporting Standards (IFRS). The
financial statements are prepared in accordance with the
Companies Act 1993, the Financial Reporting Act 2013,
and the State Owned Enterprise Act 1986.

Parent results are no longer required to be reported
separately as a result of changes to the Financial Reporting
Act 2013.

Standards adopted for the first time

None this financial year.

Standards that are not yet effective and have not
been early adopted by the Group

NZ IFRS 9 ‘Financial Instruments' - effective for periods
beginning on or after 1 January 2017. The standard
specifies the classification and measurement criteria for
financial assets and is designed to replace NZ IAS 39
‘Financial Instruments: Recognition and Measurement’ NZ
IFRS 9 reduces the classifications and measurement
methods available for financial assets from four to two,
being amortised cost or fair value through profit or loss.

The adoption of this standard is not expected to materially
impact the Group's measurement of or disclosure of
financial assets or liabilities.

NZ IFRS 15 'Revenue from contracts with customers' -
effective for annual periods beginning on or after 1 January
2017 The standard addresses recognition of revenue from
contracts with customers. It replaces the current revenue
recognition guidance in NZ IAS 18 ‘Revenue’ and NZ IAS T1
‘Construction contracts’ and is applicable fo all entities with
revenue. It sets out a five-step model for revenue
recognition to depict the fransfer of promised goods or
services fo customers in an amount that reflects the
consideration to which the entity expects to be entitled in
exchange for those goods or services. The Group has yet to
assess NZ IFRS 15's full impact. The Group will apply this
standard from 1 July 2017.

Principles of consolidation

Subsidiaries

The consolidated financial statements are prepared from
the financial statements of the Parent and its subsidiaries
as at 31 December 2015. Subsidiaries are all entities over
which the Group has control. Control is achieved where the
Parent has the power to govern the financial and operating
policies of an entity so as fo obtfain benefits from its
activities. The results of any subsidiary acquired or
disposed of during the year are included in the Statements
of Profit or Loss and Other Comprehensive Income from
the effective date of acquisition or disposal. All significant
transactions between Group companies are eliminated on
consolidation.

The Group uses the acquisition method of accounting to
account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair
value of the assets transferred, the liabilities incurred and
the equity interests issued by the Group. The consideration
transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred.
Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are
measured initially at their fair values at the acquisition
date.

A business combination in which all of the combining
entities or businesses are ultimately controlled by the
Group both before and after the business combination is a
common control acquisition. Common control acquisitions
within the Group are accounted for using the predecessor
values method. Predecessor values are the carrying values
of the assets and liabilities of an entity from the
consolidated financial statements of the Group.
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Investments in jointly controlled entities

The Group has applied NZ IFRS 11 to account for its joint
arrangement. Under NZ IFRS T1, investments in joint
arrangements are classified as either joint operations or
joint ventures depending on the contractual rights and
obligations of each investor. The Group has assessed the
nature of its joint arrangements and determined them to
be joint ventures. Joint ventures are accounted for using
the equity method. Under the equity method of
accounting, interests in joint ventures are initially
recognised at cost and adjusted thereafter fo recognise
the Group's share of the post-acquisition profits or losses
and movements in other comprehensive income. When
the Group's share of losses in a joint venture equals or
exceeds ifs inferests in the joint venture (which includes
any long-term interests that, in substance, form part of the
Group's net investment in the joint venture), the Group
does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the joint
venture.

Unrealised gains on transactions between the Group and
its joint ventures are eliminated fo the extent of the
Group's interest in the joint ventures. Unrealised losses are
also eliminated unless the transaction provides evidence of
an impairment of the asset transferred. Accounting
policies of the joint ventures have been changed where
necessary fo ensure consistency with the policies adopted
by the Group.

Revenue

Revenue is measured at the fair value for the sale of goods
and services. Revenue is reduced for estimated customer
returns, rebates and other similar allowances.

Rendering of services

Revenue from a contract to provide services is recognised
by reference fo the stage of completion of the contract.
The stage of completion of the contract is determined as
follows:

« installation fees are recognised by reference to the stage
of completion of the installation, determined as the
proportion of the fotal time expected to install that has
elapsed at the balance sheet date

+ servicing fees included in the price of products sold are
recognised by reference fo the proportion of the total
cost of providing the servicing for the product sold,
taking into account historical trends in the number of
services actually provided on past goods sold; and

* revenue from time and material contracts is recognised
at the contractual rates as labour hours are delivered
and direct expenses are incurred.

METEOROLOGICAL SERVICE OF NEW ZEALAND LTD
HALF-YEAR REPORT 2016
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Interest income
Interest income is accounted for using the effective
interest rate method.

Dividend income
Dividend income is recognised when the right o receive
payment has been established.

Borrowings

Borrowings are recognised initially at fair value, net of
fransaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the Statement of Profit or Loss and
Other Comprehensive Income over the period of the
borrowings using the effective interest method.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan fo the exfent
that it is probable that some or all of the facility will be
drawn down. In this case, the fee is deferred until the
draw-down occurs. To the extent there is no evidence that
it is probable that some or all of the facility will be drawn
down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to
which it relates.

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 relating to assets are treated as
deferred income and recognised in the Statements of
Profit or Loss and Other Comprehensive Income over the
expected useful lives of the assets concerned.

Inventories

Inventories are valued at the lower of cost, on a weighted
average cost basis of inventory on hand calculated at the
fime of the last purchase, and net realisable value. Net
realisable value represents the estimated selling price for
inventories less costs necessary to make the sale.

Property, plant and equipment

The cost of purchased property, plant and equipment is
valued at the consideration given fo acquire the assets and
the value of other directly attributable costs which have
been incurred in bringing the assets to the location and
condition necessary for the infended service. Property,
plant and equipment are stated at cost less accumulated
depreciation and accumulated impairment losses.

The costs of assets constructed by the Group include the
costs of all materials used in construction and direct
labour on the project. Costs are capitalised as soon as the
asset is capable of productive use.
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for the six months ended 31 December 2015 (cont.)

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

Depreciation

Depreciation of property, plant and equipment, other than
freehold land, is calculated using the straight-line method
to allocate the historical cost over the estimated useful life
of the asset, after due allowance has been made for the
expected residual value.

The cost of improvements to leasehold property are
capitalised, disclosed as leasehold property and amortised
over the unexpired period of the lease, or the estimated
useful life of the improvements, whichever is shorter.

The annual depreciation rates are shown below for each
classification of asset:

Buildings 2.5% -10.0%

Computer Hardware & Software
Equipment 20.0% - 33.3%
8.0% - 33.3%
31% - 33.3%
2.5% - 33.0%
10.0% - 22.0%
10.0% - 33.0%

4.0% - 33.0%

Furniture & Fittings
Buildings on Leasehold Land
Meteorological Equipment
Motor Vehicles

Office Equipment

Plant & Equipment

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount of the
asset and are recognised in the Statements of Profit or
Loss and Other Comprehensive Income.

Intangible assets

Goodwill

Goodwill represents the excess of the cost of the
acquisition of Weather Commerce over the fair value of the
Group's share of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Goodwill is allocated
o cash-generating units for the purpose of impairment
testing. The allocation is made to those cash-generating
units (‘'CGU') or groups of cash-generating units that are
expected fo benefit from the business combination in
which the goodwill arose, identified according to operating
segment.

Goodwill is tested annually for impairment and carried at
cost less accumulated impairment losses. Impairment
losses on goodwill recognised in the Statements of Profit
or Loss and Other Comprehensive Income are not
reversed. Gains and losses on the disposal of a CGU or
portion of a CGU include the carrying amount of goodwill
relating to the CGU or portion of a CGU sold.

Intangible assets acquired separately

Intangible assets acquired separately are reported at cost
less accumulated amortisation and accumulated
impairment losses. Amortisation is charged on a straight-
line basis over their estimated useful lives of between three
and five years. The estimated useful life and amortisation
method are reviewed at the end of each annual reporting
period, with the effect of any changes in estimate being
accounted for on a prospective basis.

Intangible assets acquired in a business combination
Intangible assets acquired in a business combination are
identified and recognised separately from goodwill where
they satisfy the definition of an infangible asset and their
fair values can be measured reliably. The cost of such
intangible assets is their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets
acquired in a business combination are reported at cost
less accumulated amortisation and accumulated
impairment losses, on the same basis as intangible assets
acquired separately.

Internally-generated intangible assets — computer
software

Costs associated with maintaining computer software
programmes are recognised as an expense as incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an
internal project) is recognised if, and only if, all of the
following have been demonstrated:

+ the technical feasibility of completing the intangible
assef so that it will be available for use or sale

+ the intention to complete the intangible asset and use or
sell it

« the ability to use or sell the intangible asset

* how the intangible asset will generate probable future
economic benefits

« the availability of adequate technical, financial and other
resources to complete the development and to use or
sell the intangible asset

« the ability to measure reliably the expenditure
attributable fo the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
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recognition criteria listed above. Where no internally-
generated infangible asset can be recognised, development
expenditure is charged to the Statements of Profit or Loss
and Other Comprehensive Income in the period in which it
is incurred.

Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets acquired separately.

Research and development costs

Research expenditure is incurred by the Parent company
and is recognised in the statement of financial performance
in the period in which it is incurred. Development costs are
capitalised when they meet the requirements of NZ IAS 38
Intangible Assets.

Leases

Operating lease payments, where lessors retain substantially
all the risk or benefit of ownership of the leased items, are
recognised as an expense in the Statements of Profit or
Loss and Other Comprehensive Income on a straight-line
basis over the period of the lease.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event
and it is probable that 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 fo settle the present obligation
at the balance sheet date, taking into account the risks and
uncertainties surrounding the obligation. Where a provision
is measured using the cash flows estimated to settle the
present obligation, ifs carrying amount is the present value
of those cash flows.

When some or all of the economic benefits required to
seftle a provision are expected to be recovered from a third
party, the receivable is recognised as an asset if it is virtually
certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

Restoration provision

Restoration costs include the dismantling and demolition of
infrastructure and the removal of residual materials

and remediation of disturbed areas. The restoration costs
are based on management’s best estimate of the amount
required to settle the obligation. Movements in the
restoration provision are recognised in the Statement of
Profit or Loss and Other Comprehensive Income.

METEOROLOGICAL SERVICE OF NEW ZEALAND LTD
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Employee benefits

Wages and salaries and annual leave

Liabilities for wages and salaries, including non-monetary
benefits, annual leave, long service leave and alternative
days leave expected to be settled within 12 months of the
reporting date are recognised in payables in respect of
employees’ service up fo the reporting date and are
measured at the amounts expected to be paid when it is
probable that the liabilities will be settled.

Termination leave

The liability for termination leave not expected to be settled
within 12 months of the reporting date is recognised in
non-current liabilities and measured as the present value of
expected future payments to be made in respect of
services provided by employees up to the reporting date
using the projected unit credit method. Consideration is
given to expected future wage and salary levels, experience
of employee departures and periods of service. Expected
future payments are discounted using market yields at the
reporting date on national government bonds with terms to
maturity and currency that match, as closely as possible,
the estimated future cash outflows.

Taxation

Income tax expense represents the sum of the tax currently
payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
Statement of Profit or Loss and Other Comprehensive
Income because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the
balance sheet date.

Deferred tax

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities
are generally recognised for all taxable temporary
differences, and deferred tax assets are generally
recognised for all deductible femporary differences to the
extent that it is probable that taxable profits will be available
against which those deductible temporary differences can
be utilised. Such assets and liabilities are not recognised if
the temporary difference arises from goodwill or from the
initial recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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for the six months ended 31 December 2015 (cont.)

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associates, and interests in joint ventures,
except where the Group is able to control the reversal of
the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised fo the extent that it

is probable that there will be sufficient taxable

profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in
the foreseeable future. The carrying amount of deferred
fax assets is reviewed at each balance sheet date and
reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or
part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the balance sheet date. The measurement of
deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in
which the Group expects, at the reporting date, to recover
or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is
a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends fo settle its current tax assets and
liabilities on a net basis.

Foreign currencies

Functional and presentation currency

[tems included in the financial statements of each of the
Group's entities are measured using the currency of the
primary economic environment in which the

entity operates (‘the functional currency'). The functional
currency of MetraWeather Australia is New Zealand dollars
and the functional currency of MetraWeather UK is British
pounds. These financial statements are presented in

New Zealand dollars, which is the Group's presentation
currency.

Transactions and balances

Transactions denominated in foreign currency are
converted to New Zealand dollars using the exchange rate
at the date of the transaction.

At balance date, foreign monetary assets and liabilities are
recorded at the closing exchange rate.

Gains or losses due to currency fluctuations, both realised
and unrealised, are recognised in the Statement of Profit
or Loss and Other Comprehensive Income.

Group companies

The results and financial position of all the group entities
(none of which has the currency of a hyper-inflationary
economy) that have a functional currency different from
the presentation currency are franslated into the
presentation currency as follows:

+ assets and liabilities for each balance sheet presented
are translated at the closing rate at the date of that
balance sheet

+ income and expenses for each income statement are
translated at average exchange rates (unless this
average is not a reasonable approximation of the
cumulative effect of the rafes prevailing on the
fransaction dates, in which case income and expenses
are translated at the rate on the dates of the
fransactions); and

« all resulting exchange differences are recognised in
other comprehensive income. On consolidation,
exchange differences arising from the translation of the
net investment in foreign operations, and of borrowings
and other currency instruments designated as hedges
of such investments, are taken to other comprehensive
income. When a foreign operation is partially disposed
of or sold, exchange differences that were recorded in
equity are recognised in the income statement as part
of the gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing
rate.

Financial instruments

Financial instruments carried on the Statement of
Financial Position include cash and cash equivalents,
trade and other receivables, trade and other payables,
borrowings and employee entitlements.

Financial assets

Financial assets are recognised and derecognised on
trade date where the purchase or sale of an asset is under
a contract whose terms require delivery of the investment
within the timeframe established by the market
concerned. Financial assets are initially measured at fair
value, plus fransaction costs.
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Financial assets are classified as loans and receivables. The
classification depends on the nature and purpose of the
financial assets and is determined at the time of initial
recognition.

Loans and receivables

Trade receivables and other receivables that have fixed or
determinable payments that are not quoted in an active
market are classified as loans and receivables. Loans and
receivables are measured at amortised cost using the
effective interest method, less any impairment. Interest
income is recognised by applying the effective interest
method.

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at each balance sheet date. Financial assets are impaired
where there is objective evidence that; as a result of one or
more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of the
investment have been reduced.

For financial assets carried at amortised cost, the amount
of the impairment is the difference between the asset's
carrying amount and the present value of estimated future
cash flows, discounted at the financial asset’s original
effective interest rate.

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights o the cash flows from the asset expire
or it fransfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another
entity.

Financial liabilities

Financial liabilities, including trade and other payables, and
borrowings are initially measured at fair value, net of
fransaction costs.

Financial liabilities are subsequently measured at
amortised cost using the effective interest method, with
interest expense recognised by applying the effective
interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group's obligations are discharged, cancelled

or they expire.

Statement of Cash Flows

For the purpose of the Statement of Cash Flows, cash and
cash equivalents include cash on hand and in banks and
investments in money market instruments with original
maturities of three months or less, net of outstanding
bank overdrafts. The following terms are used in the
Statement of Cash Flows:

METEOROLOGICAL SERVICE OF NEW ZEALAND LTD
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Operating activities: are the principal revenue-producing
activities of the Group, including interest received and paid
and other activities that are not investing or financing
activities.

Investing activities: are the acquisition and disposal of
long-term assets and other investments not included in
cash equivalents.

Financing activities: are activities that result in changes in
the size and composition of the contributed equity
and borrowings of the entity including dividends paid.

Goods and Services Tax

All items included in the financial statements are reported
exclusive of Goods and Services Tax (GST), except for
accounts payable and accounts receivable, which include
GST invoiced.

The net amount of GST recoverable from, or payable to,
the taxation authority is included as part of receivables or
payables.

Impairment of tangible and intangible assets
excluding goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order
to determine the extent of the impairment loss (if any).
Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. Where a reasonable and consistent
basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent
allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
annually, and whenever there is an indication that the asset
may be impaired.

Recoverable amount is the higher of fair value less costs to
sell and value in use. 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 for which the estimates of future
cash flows have not been adjusted.
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If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount,

the carrying amount of the asset (or cash-generating
unit) is reduced to its recoverable amount. An impairment
loss is recognised immediately in the Statement of Profit
or Loss and Other Comprehensive Income.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or cash-generating unit) is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (or cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in the Statement of Profit or Loss and Other
Comprehensive Income.

Share capital

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

Critical accounting judgments and key sources
of estimation uncertainty

In the application of the Group's accounting policies, the
Directors are required o make judgements, estimates
and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.
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6 Mths 6 Mths 12 Mths

31 Dec 15 31 Dec 14 30 Jun 15

(unaudited) (unaudited) (audited)

3. FINANCE COSTS - NET $000s $000s $000s
Interest Revenue

Bank Deposits 5 14 20

Total Finance Income 5 14 20

Interest on Bank Overdrafts and Loans 501 492 976

Total Finance Costs 501 492 976

FINANCE COSTS - NET 496 478 956

6 Mths 6 Mths 12 Mths

31 Dec 15 31 Dec 14 30 Jun15

(unaudited) (unaudited) (audited)

4. TAXATION $S000s $S000s S000s

Net Profit Before Taxation 851 631 1,379

Prima Facie Taxation Thereon at 28 percent 238 177 386

Non-deductible Expenditure 6 22 10

Non-deductible Legal Fees - 5 10

Non-assessable Profit Share of Joint Ventures - - (20)

Non-assessable Government Grant (4) (9) (10)

Prior Period Adjustment - - 22

Effect of Different Tax Rates in Other Jurisdictions 7 - 25

Other (3) (7) 45

TAXATION EXPENSE 244 188 468

Prior Year Adjustment - - 22

Current Taxation 397 188 529

Deferred Taxation (153) - (83)

TAXATION EXPENSE 244 188 468
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5. SUBSIDIARIES
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Details of the Group's 100% owned subsidiaries at 31 December 2015 are as follows:

Names

Place of Incorporation and Operation
Balance Date
Principal Activity

MetraWeather (Australia) Pty
Limited

Australia

30 June

Marketing and promotion of
weather and information
presentation services

MetraWeather (UK) Limited

United Kingdom
30 June

Forecasting, marketing and promotion of
weather and information presentation
services

Names

Place of Incorporation and Operation
Balance Date

Principal Activity

MetraWeather (Thailand) Limited
Thailand
30 June

Marketing and promotion of
weather and information
presentation services

6. INVESTMENT IN JOINTLY CONTROLLED ENTITIES

Details of the Group's jointly controlled entities as at 31 December 2015 are as follows:

Name of Jointly Controlled Entity
Principal Activity

Place of Incorporation and Operation
Shareholding

MetOcean Solutions Limited
Oceanography and Meteorology
New Zealand

49%




STATEMENTS o YEAR RepoRT 2016 (O
6 Mths 6 Mths 12 Mths
31 Dec 15 31 Dec 14 30 Jun 15
7. RECONCILIATION OF NET SURPLUS WITH (unaudited) (unaudited) (audited)
CASH FLOW FROM OPERATING ACTIVITIES $000s $000s $000s
Net Surplus for the Year 614 475 948
Non Cash/Non-Operating ltems
Movement in Foreign Currency Translation Reserve (7) (32) (37)
Depreciation and Amortisation 3,891 3,679 7258
Loss on Sale of Fixed Assets - - 8
Share of Profits of Associates - (58) (73)
Labour Capitalised (2143) (2,503) (4,943)
(Decrease)/Increase in Deferred Tax (153) 29 (46)
Restoration Provision - - (24)
Other Non Cash Operating ltems 3 - (6)
INCREASE IN NON-CASH ITEMS 1,591 1,115 2137
Movements in Working Capital
(Increase) in Receivables (M,544) (10,437) (1,236)
Increase in Accounts Payable and Accruals 1,191 9,705 161
Decrease/(Increase) in Income Taxation Receivable 6 (717) (648)
(Increase)/Decrease in Inventories (14) 15 (189)
Total Movement in Working Capital (361) (1,434) (1,912)
NET CASH GENERATED BY OPERATING ACTIVITIES 1,844 156 1173
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Corporate Intent Actual
Target 6 Months to
(Full Year) 31 December 2015
1. Shareholder Returns
Total Shareholder Return 0.8% 0.0%
Dividend Yield 0.8% 0.0%
Dividend Payout 9.5% 0.0%
Return on Equity (ROE) 10.3% 6.7%
Return on Funds Employed 9.8% 1.6%
2. Profitability/Efficiency
NPAT ($000s) 1,949 614
EBIT (S000s) 3,519 1,347
EBITDA (SOQ0s) 1,441 5,238
Asset Turnover 1.23 1.03
Operating Margin (EBITDAF) 22.3% 211%
Operating Margin (EBIT) 6.9% 54%
3. Leverage/Solvency
Gearing Ratio (net) 46.0% 47.6%
Interest Cover N4 10.5
Solvency 0.97 1.02
Debt Coverage Ratio 4.83 6.31
4. Growth/Investment
Revenue Growth 12.7% 1M.4%
EBITDAF Growth 20.5% 10.2%
NPAT Growth 80.1% 23.17%
Capital Renewal 17 0.86
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NOTES ON THE FINANCIAL KEY PERFORMANCE INDICATORS

Measure

Description
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Calculation

1. Shareholder Returns
Total Shareholder Return

Dividend Yield
Dividend Payout

Return on Equity (ROE)

Return on Funds
Employed (ROFE)

Performance from an investor perspective
- dividends and investment growth.

The cash return fo the shareholder.
Proportion of net operating cash flows
less allowance for capital maintenance
paid out as a dividend to the shareholder.
How much profit a company generates
with the funds the shareholder has
invested in the Company.

(Commercial value_ , less Commercial
value,_ plus dividends paid less equity
injected)/Commercial valuebeg‘

Dividends paid/Average commercial value.
Dividends paid/Net cash flow from operating

activities.

Net profit after tax/Average equity.

Ratio of EBIT fo average debt plus equity over
the period.

2. Profitability/Efficiency
Asset Turnover

Operating Margin
(EBITDAF)
Operating Margin (EBIT)

The amount of revenue generated
for every dollar worth of assets.
The profitability of the Company
per dollar of revenue.

The profitability of the Company
per dollar of revenue.

Revenue/Assets.
EBITDAF/Revenue.

EBIT/Revenue.

3. Leverage/Solvency
Gearing Ratio (net)

Interest Cover
Solvency

Debt Coverage Ratio

Measure of financial leverage -

the ratio of debt (liabilities on

which a company is required to

pay inferest) less cash, fo debt

less cash plus equity.

The number of times that earnings can
cover interest.

Ability of the Company to pay its debts as
they fall due.

Level of bank debt in relation

to earnings.

Net debt/Net debt plus equity.

EBITDAF/Interest paid.
Current assets/Current liabilities.

Bank debt/EBIT.

4. Growth/Investment
Revenue Growth

EBITDAF Growth
NPAT Growth

Capital Renewal

Measure of whether the Company

is growing revenue.

Measure of whether the Company

is growing earnings.

Measure of whether the Company

is growing profits.

Measure of the level of capital investment
being made by the Company.

% change in revenue.
% change in EBITDAF.
% change in NPAT.

Capital expenditure/Depreciation expense.
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Target Dec 2015
(Full Year) Actual
Warnings Performance
POD Heavy Rain (12 months mean) >90% 93%
POD Severe Gales (24 months mean) > 85% 96%
POD Heavy Snow (24 months mean) > 85% 100%
FAR Heavy Rain (12 months mean) < 25% 16%
FAR Severe Gales (24 months mean) <30% 13%
FAR Heavy Snow (24 months mean) <30% 27%
Systems Performance & Capability Investment
Radar % Uptime (12 months mean) >97% 99%
AWS % Uptime (12 months mean) >98% 100%

Social & Environmental Sustainability
Workplace Accidents or Serious Incidents 0 3
WMO Staff Participation (past 12 months) 10 19
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Measure

Probability of Detection (POD)

The ratio of correctly forecast events to actual
events observed.

False Alarm Rate (FAR)
The ratio of forecast events that didn't occur
(false alarms) to the number of events forecast.

The POD and FAR for heavy rain events is reported as a
12-month running mean. For heavy snow and high wind
events the POD and FAR are reported as a 24-month
running mean, reflecting the relative infrequency of these
events.

Radar % Uptime
The percentage of time that radar data is available within
MetService's Kelburn office, averaged over all radar sites.

AWS % Uptime

The percentage of time that Automated Weather Station
data is available within MetService's Kelburn office,
averaged over all AWS sites.

Workplace Accidents or Serious Incidents
The number of workplace accidents or serious incidents
occurring in the past 12 months.

WMO Staff Participation

The number of employees who have taken part either in a
WMO Working Group or formal meeting in the past 12
months.

Quality Certification
MetService retained full ISO 9001:2008 and
Civil Aviation Rule Part 174 certification.

Warning Criteria

MetService is required to issue warnings of widespread
hazardous weather, which may cause conditions that
could threaten life or property on land. Warnings are
issued to a variety of organisations and the media in the
form of Severe Weather Warnings.

Warnings of heavy rain are issued when:
Rain is expected to exceed 50mm in six hours; or rain is
expected o exceed 100mm in 24 hours.

Warnings of heavy snow are issued when:

Snow is expected to affect areas below 1000m in the
North Island; or snow is expected fo affect areas below
500m in the South Island; or snow is expected to exceed
10cm in six hours, or 25cm in 24 hours.

Warnings of severe gales are issued when:
Sustained winds are expected to exceed 47kt or
gusts exceed 60kt over land.
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