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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2018

Revenue

Cost of goods sold

Fair value galn on biological transformation
Freight costs to market

Gross profit

Other income

Sales, marketing and adverlising expenses

Distribution overheads

Corporate expenses

Other expenses

Earnings before Interest, tax, depreclation and amortisation

Depreciation and amorfisation expense
Finance Income

Finance expenses

Profit before tax

Income tax expense
Net profit after tax

Other comprehensive Income

Forelgn currency translation differences

Net movement on cash flow hedges

Income tax effect of movement on cash flow hedges
Share based payment expense

Net other hensive | /{loss that will subsequently reverse through profit or loss)

P

Total comprehensive incomel(loss)

Earnings per share
Baslc earnings per share
Diluted eamings per share

Note

15

~ =~

16,17

1

2018 2017
$000 $000
160,271 136,351
(145,320) (119,879)
50,309 54,845

(15,212) (13,360)
50,048 57,957
1,822 2,574
(10,381) (8,748)
(3,348) (2,993)
(6,728) (7.281)
{2.831) (2,996)
28,482 38,533
{5,105) (4,366)
198 188
(688) (1,980)
22,687 32,365
(6.562) (9,601)
16,125 22,764
120 12
{2,571) 6,063
721 (1,700)

263 142
(1.467) 4,517
14,658 27,281

$ 012 § 0.16
5 012 § 0.16
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2018

2018 2017
ASSETS Note 5000 $000
Current assets
Cash and cash equivalents 12 14,428 10,647
Trade and other recelvables 13 12428 11,6868
Invenlories 14 16,582 16,674
Biologlcal assels 15 71,566 68,556
Non-current assels held for sala - 421
Derivalive financlal assels 24 1,057 2,066
Total current assets 116,059 110,052
Non-current assets
Property, plant and equipment 16 43,722 35,726
Blological assels 15 7,888 10,960
Derivative financial assels 24 1,884 3,196
Deferred tax assel 9 2,052 1,636
Intangible assels 17 5114 3,687
Goodwill 17 39,255 39,255
Total non-current assets 99,915 94,460
TOTAL ASSETS 215,974 204,512
LIABILITIES
Current liabilitles
Trade and olher payables 20 13,824 13,282
Employee benefils 21 3,384 3,028
Bomrowings 19 461 414
Other financlal lablfities 2B 46 18
Derivativa financial liabilitles 24 1,189 1,217
Taxation payable 4,802 2,285
Total current liabilitles 23,908 20,304
Non-current labilities
Employee benefits 21 473 451
Bomowings 19 10,000 10,124
Deferred ax liabiliies ] 13,995 14,010
Derivative financial liabililes 24 1,289 948
Total non-current liabllities 25,767 25,533
TOTAL LIABILITIES 49,673 45,837
NET ASSETS 166,301 158,675
EQuUITY
Share capital 26 122,579 122,518
Reserves 328 1,795
Retalned eamings 43,394 34,362
TOTAL EQUITY 166,301 158,675
Net tangible assets per share
Nel tangible assets per share $ 1.22 $ 1.15

For apd on Y’fof the Board,#ho authorised the Issue of these fil fal stat {s on 28 August 2018

A 4 va 72
HBirector £ / Director
28 August 201 28 August 2018



STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 30 JUNE 2018

Balance as at 1 July 2017

Profit for the period
Other comprehensive income/(loss)
Total comprehensive income/{loss) for the period

Shares Issued
Distribution to shareholders
Balance as at 30 June 2018

Balance as at 1 July 2016

Profit for the period
Other comprehensive income/(loss)
Total comprehensive Incomel/(loss) for the period

Increase in share capital in preparation for IPO
Shares issued

Transaction costs arising on share issue
Distribution to shareholders

Balance as at 30 June 2017

Note

10

26
26

26
26
26
26

Forelgn
Currency Share Based

Share Translation Hedge Payment Retained Total
Capital Reserve Reserve Reserve Earnings Equity
$000 $000 $000 $000 $000 $000
122,518 (515) 2,168 142 34,362 158,675
- - - - 16,125 16,125

. 120 (1,850) 263 - (1,467)

- 120 (1,850) 263 16,125 14,658

61 - - - - 61

- - - - (7.093) (7,093)
122&'179 (395) 318 405 43,394 166,301
25,296 {527) (2,195) - 14,440 37,014
- - - - 22,764 22,764

- 12 4,363 142 - 4,517

- 12 4,363 142 22,764 27,281
68,914 - - - - 68,914
30,105 - - - - 30,105
(1,797) - - - - (1,797)

- - - - {2,842) (2,842)

122,518 {515) 2,168 14_2 34l362 153!675

EY



STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2018

Operating activities

Recelpls from customers

Paymenis to suppliers

Paymenls lo employees

Interest recelved

Interest pald

Insurance and satllement Income

Income tax pald

Mot cash flows from / (used in) operating activities

Investing activities

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment
Purchase of inlangible assels

Nat cash flow (used in) / from Investing activities

Financing activities

Drawdown of revolving loan

Gavernment grants recelved

Gross proceeds from share Issue

Transaclion costs arising from share Issue

Proceeds from shareholder advances

Repaymeni of shareholder advances

Payment of finance lease liabilities

Dividends paid

Net cash flows (used In) / from financing activities

Nat increase/(decrease) in cash and cash equivalents

Cash and cash equivalents al 1 July
Cash and cash equivalents at 30 June

2018 2017
Note $000 $000
161,212 135,163
(87,453) (97,428)
(35,029) (30,268)
164 181
(597) (1,317)
150 1,998
(3,609) {2,999)
30 24,838 5,330
19 29
(14,022) (7.449)
(88) (48)
(14,091) {7,468)
124 (8.878)
148 110
42 30,105
- (1,797)
= 1,402
(89) (7.651)
(98) (85)
(7.093) {2,842)
(6,966) 10,366
3,781 8,228
12 10,647 2,419
12 14,428 10,647

EY



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

1. CORPORATE INFORMATION
The financlal statemenis of New Zealand King Salmon Investments Limited (the Company) and its subsidiaries (together the Group) for the year ended 30 June 2018
were authorised by the directors on 28 August 2018.

New Zealand King Salmon Investments Limited is a profit-orientated company incorporated and domiciled in New Zealand. The Company Is registered under the
Companles Act 1993 and listed on the NZX Main Board ("NZX") and the Australian Securities Exchange ("ASX"). The Company is an FMC reporting entity under the
Financlal Markets Conduct Act 2013.

The Group Is principally engaged in the farming, processing and sale of premium salmon products.

BASIS OF PREPARATION

Statement of compliance
The consolidated financial statements comply with Intemational Financlal Reporting Standards (IFRS) and also with New Zealand Equivalents 1o Intemational Financial
Reporting Standards (NZ IFRS).

b. Basis of measurement
The financial statements have been prepared on a historical cost basis except for biological assets and financial instruments which have been measured at fair value,

PN

c. Significant accounting judgements, estimates and assumptions
The preparation of the Group's consnlldated financial statements requires management lo make judgements, estimates and assumptions that affect the reported
oulcomes of , liabilities and the accompanying disclosures. The Group based ils assumptions and estimates on paramelers available when
the consolidated financial statements were prepared. Uncertainties about these assumptions and estimates could result In an cutcome that requires a material
adjustment to the camying amount of assels or liabilities in future periods.

Specific areas naqulrlng slgnlﬁwnt estimates and judgements include:

Valuation of blol

The Group runognises slocks of live fish at fair value less costs to sell according to the principles of NZ IAS 41 Agriculture. The fair value is measured using a valuation
model that relies on various assumptions and information available at balance date. Inputs include anticipated market prices, quality mix, current weights of livestock
relative to expected harvest weight, mortality rates, growth rates and production costs. The income or loss that is ultimately recognised at time of sale may be significantly
diffarent from that implied by the fair value adjustment at the end of a reporting period. The fair value uplift from accumulated costs to date has no cash impact. Further
details of the valuation and sensitivity to change In key Inpuls are given in nole 15.

Impalrment testing of intangibles

The Group reviews the carrying value of goodwill on an annual basis and assesses whether it Is impaired according to the principles of NZ IAS 36 Impairment of Assels.
This requires the goodwill to be allocated to cash generating units with which it would naturally be associated and the value in use of the cash generating units to be
estimated. The value in use Is estimated using a standard industry model that relies on various assumptions and information available at balance date. Inputs include
estimations of the growth rate of the Group, future market canditions, prices, and discount rales. Further detalls of the value in use assessment are given In note 17.

Valuation of financial derivatives
The Group recognises financlal derivatives at fair value according to the principles of NZ IFRS 13 Fair Value Measurement. The value is calculated by a third party expert
using an industry standard model. Inputs to the model are obtained externally by the service provider. Further detalls of the valuation are included In note 24,

Useful lives of assets

The Group estimates the useful lives of property, plant and equipment and intangible assets based on historical performance and currently consented future asset uses.
d. Forelgn currency translation

Functional and presentation currency

The Group's consolidated financial statements are presented in New Zealand dollars, which is also the parent Company's functional currency. The Australian subsldiary's

functional currency is Australian dollars which Is franslated into the presentation currency in these financial statements. The USA subsidiary’s functional currency is

United States dollars which s translated into the presentation currency in these financial statements.

Tr tions and bal:
Transactions in foreign currencies are Initially recorded In the functional cumrency by applying the exchange rates ruling at the date of the transaction, Monetary assets and
liabilities denominated in foreign currencies are retranslated at the rate of exchange at balance date.

Non-monetary items thal are measured in ferms of historical cost in a foreign currency are translated using the exchange rate as at the date of the initial transaclion. Non-
monetary items measured at fair value in a foreign currency are translated using the exchanga rates at the date when the fair value was determined.

Translation of Group subsidiaries functional currency to presentation currency

The assels and liabilities of both the Australian and USA subsidiaries are translated into New Zealand dollars at the rate of exchange at balance date. Revenues and
expenses are translated at rales approximating the exchange rate at the date of the transaction. The exchange differences arising on translation for consolidation are
recognised in other comprehensive income.

EY



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

3. SUMMARY OF SIGNIFICIANT ACCOUNTING POLICIES

Basls of consolidation

The financlal statements comprise the financlal statements of New Zealand King Salmon Investments Limited and ils subsidiaries (per note 2B) as at 30 June each year.

Subsidiaries are all those entities over which the Company has control.

The financial stalements of the subsidiaries are prepared for the same reporting period as the Parent company using consistent accounting policies.

In preparing the consolidated financlal statements, all intercompany balances and transactions, income and expenses and profit and losses resulting from intra-group

transactions have been eliminated In full.

gfu;sméaﬁus are fully consolidated from the date on which control is obtained by the Group and cease to be consolidaled from the date on which control is transferred out
& Group.

Business combinations

Business combinations are accounted for using the acquisition method. The consideration transferred in a business combination Is measured at fair value which is
calculated as the sum of the acquisition date fair value of assets acquired by the Group and the liabilities assumed by the Group. Acquisition related costs are expensed
as incurred and included in administrative expenses. Any contingent consideration to be transferred by the Group is recognised at fair value at acquisition date.

Financlal Instruments
All financlal instruments are inilially recognised at the fair value of the consideration received, less directly atiributable transaction costs in the case of financlal assets and
liabilities not recorded at fair value through profit or loss. Subsequently the Group applies the following accounting policies for financial instruments:

Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and call deposits. For the purpose of the statement of cash flows, cash and cash equivalents
consist of cash and short-term deposits net of outstanding bank overdrafis.

Trade and other receivables

Short term trade and other receivables are not discounted and are initially stated at cost. Gains and losses are recognised in the profit or loss when the raceivables are
derecognised or impaired.

Loans

Loans and amounts owing from related companies are non-derivative financial assets with fixed or determinable payments that are not quoted In an active markel. After
initial recognition such assets are carried at amortised cast using the effective interest method. Galns and losses are recognised in profit or loss when the loans are
derecognised or impaired.

Trade and other payables

Trade and other payables are camied at cost due to their short term nature and are not discounted. They represent liabilities for goods and services provided to the Group
prior to the end of the financial year that are unpaid and arise when the Group becomes obliged to make future payments in respect of the purchase of these goods and
services. The amounts are unsecured and are usually paid within 30-60 days of recognition.

Interest bearing borrowings

ARer Initial recognition interest bearing borrowings are subsequenily measured at amortised cost using the effective interest method. Fees paid on establishment of loan
facilities that are yield related are included as part of the camying amount. Borrowings are classified as cument liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months after the balance date, Borrawing costs are generally recognised as an expense when incurred with the exception of
borrowing costs associated with a qualifying asset which ara capltalised as part of the cost of that assel.

Financlal guarantea

Financlal guarantee contracts issued by the Group are those contracts that require a payment to be made to reimburse the holder for a loss it incurs because the
specified debtor fails o make a payment when due in accordance with the terms of a debt instrument. Financial Guarantea contracts are recognised initially as a liability
at fair value, adjusted for transaction costs that are directly afiribuled to the issuance of the guarantee. Subsequently the liability is measured at the higher of the best
estimate of the expenditure required to settle the present obligalion at balance dale and the amount recognised less cumulative amortisation.

Derivative fi ial Instr ts and hedging

The Group uses derivative financial instruments including forward currency contracts, options and Interest rale swaps to hedge risks associated with interest rate and
foreign currency fluctuations. Such derivative financial Instruments are initially recognised at fair value on the date on which a derivative contract Is entered into and are
subsequently re-measured to fair value at balance dale. Derivatives are camied as assets when thelr fair value is positive and as liabilities when their fair value is
negative.

The fair values of forward currency contracts are calculated by reference to cument forward exchange rates for contracts with similar maturity profiles. The falr values of
Interest rate swaps are determined by reference to market values for similar instruments.

The Group designates its derivative financial instruments as hedges of a particular risk associated with a recognised asset or liability or a highly probable commitment
that could affect profit or loss. The effective portion of the gain or loss on the hedging Iinstrument is recognised directly in other comprehensive income in the hedge
reserve, while the ineffective portion is recognised in profit or loss as other income or expenses.

Amounts accumulated in equity are transferred to profit or loss when the hedged item affects profit or loss.

Inventories

Inventories including raw materials, work in progress and finished goods are valued at the lower of cost or net reallsable value. Costs incurred in bringing each product to
its present location and condition are accounted for as follows:

Raw materials —the cost of fish is measured at fair value at harvest date. The cost of other raw materials is based on the purchase price including import duties and
other taxes, transport, handling and other costs directly attributable to the acquisition of the goods and materials. Costs are determined on a weighted average basis.

Manufactured finished goods and work in progress - cost of direct materials, labour and a proportion of manufacturing overheads appropriate to the state of
manufacture. Costs are assigned on the basis of weighted average costs. The cost of items transferred from biological assets is their fair value less cosls to sell at the
date of harvest.

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




NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Biological assets

Biological assets include fish livestock measured at fair value less estimated costs to sell, The net gain or loss resulling from the fair value measurement is recognised in
profit or loss.

The fair value of fish livestock is derived from the amount expected to be received from the sals of the asset In an active market. The target live weight of the harvestable
fish Is defined as a fish with a live welght of 4kg or greater. Many fish are harvested with a live weight above or below this weighl.

For brood stock and fish where litile blological transformation has taken place since Initial cost was Incurred, cost less Impairment Is used as an approximation of falr
value. This value is used up lo the point at which fish are transferred to sea water, Fish stock is transferred to invenlory at the time of harvest. The transfer is recorded at
its fair value which Is deemed to be cost for the purposes of inventory valuation.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and Impairment. Depreclalion is provided on a straight line basis aver the
estimated useful lives of the assets as follows:

Freehold land not depreciated
Freehold buildings twenty to fifty years
Building fit out three to twenty five years
Leasehaold improvements five to ten years

Plant, fumniture and fittings three to twenty years
Motor vehicles five years

Sea vessels ten to twenty years

The residual values, useful lives and methods of depreclation of property, plant and equipment are reviewed at each financial year end and adjusted prospectively if
appropriate. An assel's camying value is writlen down immediately to its recoverable amount if its carrying value is greater than its estimated recoverable amount.

An item of property, plant and equipment is derecognised upon disposal or when no further future economic benefits are expected from its use or disposal. Any gain or
loss arising on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the camying amount of the asset) is included in profit or
loss in the year the asset is derecognised.

Leases

Tha 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 arangement is dependent on the use of a specific asset or assels and the arangement conveys a right to use the asset.

Group as a lessee

A lease is classified at the inception date as a finance lease or an operating lease. Finance leases, which transfer to the Group substantially all the risks and benefits
incldental to ownership of the leased item, are capitalised at the inception of the lease al the falr value of the leased asset or, If lower, at the present value of the minimum
lease payments. Lease payments are apporfioned between the finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are recognised as an expense in profit or loss.

Capitalised leased assets are depreciated over the shorter of the estimated useful lifs of the asset and the lease term if there is no reasonable certainty that the Group
will obtaln ownership by the end of the lease term.

Operaling lease paymenis are recognised as an expanse In profit or loss on a straight-line basis over the lease term. Lease incentives are recognised in profil or loss as
an Integral part of the fotal lease expanse,

Intangibles

Intangible assets acquired separately or in a business combination are initially measured at cost. The cost of an intangible asset acquired in a business combination is its
fair value as at the date of acquisition. Following initial recognition intangible assets are carried at cost less any accumulated amortisation and any accumulated
impalrment losses. Internally generated intangible assets are not capitalised and the expenditure Is recognised in profit or loss In the year in which the expenditure is
incurred.

The useful lives of intangible assets are assessed to be either finile or indefinite. Intangible assets with finite lives are amortised over the useful life and tested for
impalrment whenever there Is an indication that the intangible asset may be impaired, The amortisation period and the amortisation method for an intangible asset with a
finite useful life is reviewed at least at each financial year-end, Changes in the expected useful life or the expected patiemn of consumption of future economic benefils
embodied in the asset are accounted for prospectively by changing the amortisation period or method, as appropriate, which is a change in accounting estimate. The
amortisation expense on intangible assels with finlle lives is recognised In profit or loss in the expense category consistent with the function of the intangible asset.

Intangible assets with indefinite useful lives are nol amortised but are tested for impairment annually, either individually or at the cash-generating unit level. The
assessment of useful life Is reviewed annually to determine whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite 1o definite
Is made on a prospective basls.

A summary of the policies applied to the Group's intangible assets Is as follows:

Goodwill and trade marks

Useful lives: Indefinite

Internally generated or acquired: Acquired

Intellectual property, marine farm and hatchery licences and marina berth

Useful lives: Finite

Amortisation method used: Straight line, five to thirty five years
Internally generated or acquired: Acquired

Computer Software

Useful lives: Finite

Amortisation method used: Straight line, four to seven years
Internally generated or acquired: Acquired

EY



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Research and development costs

Research costs are generally expensed as incurred. Development expenditures are capitalised as intangible assets when the Group can demonstrate:

= Costs can be reliably measured,

- Completion of the project is lechnically feasible.

- Resources are available lo complete the project.

- There is an intention to use the resulling asset and it will generats future economic benefits.

During the period of development the asset Is tested for impalment annually.

Employee benefits

Wages, salarles, annual leave and sick leave

Liabilities for wages and salaries Including non-monetary benefits, annual leave and accumulating sick leave expected to be settied within 12 months of the reporting date
are recognised in respect of employees' services up to the reporting date. They are measured at the amounts expected to be paid when the liabililies are settled.
Liabilities for non-accumulating sick leave are recognised when the leave is taken and are measured at the rales pald or payable.

Long service leave

The liability for long service leave is recognised and measured at 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.

Defined contribution plans

Contributions made to a defined contribution plan are expensed as incurred.

Contributed equity

Ordinary shares

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. Other capital raising costs are expensed as incurred.

Revenue Recognition

Revenue is recognised and measured at the fair value of the consideralion received or receivable to the extent it is probable that the economic benefits will flow to the
Group and the revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised:

Sale of goods

Revenue Is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and the costs incumed or to be incurred in respect of
the transaction can be measured refiably. Risks and rewards of ownership are passed to the buyer depending on the agreed shipping terms. This is typlcally when legal
ownership is passed over.

Interest Income

Revenue s recognised as interest accrues using the effective interest method.

Insurance proceeds

Insurance proceeds are recognised in the financial statements when recaipt is virtually certain and can be measured reliably.

Taxes

Income taxes

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recavered from or paid to the taxation authorities based on
the current period's taxable income, The tax rates and tax laws used to compute the amount are those that are enacted or substanlively enacted by the balance sheat
date.

Deferred income tax is provided on all temporary differences at the balance sheel date between the tax bases of assets and liabilities and their carrying amounts for
financial reporting purposes.

The carrying amount of deferred Income tax assels is reviewed at each balance sheet date and reduced to the exient that it Is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred income tax asset to be utilised. Unrecognised deferred income tax assels are reassessed at each balance sheel
date and are recognised to the extent that it has become probable that fulure taxable profit will allow the deferred tax asset to be recovered.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised or the liability is settied, based on
tax rates {and tax laws) that have been enacted or subslantively enacted at the balance sheet date.

Income taxes relating to items recognised directly in equity are recognised in equity and not in profit or loss.

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable righl exists to set off current tax assets against current tax liabilities and the deferred
tax assets and liabilities relate to the same taxable entity and the same taxation authority.

Other taxes

Revenues, expenses and assels are recognised net of the amount of GST, except when:

- The GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the GST is recognised as part of the cost of
acquisition of the asset or as part of the expense lem as applicable.

- Receivables and payables, which are stated with the amount of GST included.

- The net amount of GST recoverable from or payable to the taxation authority Is included as part of receivables or payables in the balance sheet.

= Commitments and contingencies are disclosed net of the amount of GST recoverable from or payable to the taxation authority.

- The Group recognises uncertain tax positions as a llability where it s probable that an outflow of resources will be required.

EY



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Share-based payments

Cerlaln employees of the Group receive remuneration in the form of share-based payments, whereby employees render services as consideration for equity instruments
(equity-settied transactions). The cost of equity-setiled transactions is determined by the fair value at the date when the grant is made using an appropriate valuation
model, further details of which are given in Note 28.

That cost Is recognised in employee benefits expanse, logether with a corresponding increase in equity (other capital reserves), over the period in which the service and,
where applicable, the performance conditions are fulfilled (the vesting period). The cumulative expense recognised for equity-setied fransactions at each reporting date
unlil the vesting date reflects the extent to which the vesting period has explred and the Group's best estimate of the number of equity instruments that will ultimately vest.
The expense or credit in the statement of comprehensive income for the period represents the movement in cumulative expense recognised as at the beginning and end
of that period.

Service and non-market performance conditions are not taken into account when determining the grant date fair value of awards, but the likelihood of the conditions being
mel s assessed as part of the Group's best estimate of the number of equity instruments that will ultimately vest. Market performance conditions are reflected within the
grant date fair value. Any other conditions attached to an award, but without an assoclated service requirement, are considered to be non-vesting conditions. Non-vesting
conditions are reflected In the fair value of an award and lead {o an immediate expensing of an award unless there are also service and/or performance conditions.

No expense is recognised for awards that do not ultimalely vest because non-market performance and/or service conditions have not been met. Where awards include a
market or non-vesting condition, the transaclions are treated as vested iespective of whether the market or non-vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

When the terms of an equity-settled award are modified, the minimum expense recognised is the grant dale fair value of the unmodified award, provided the original
terms of the award are met. An additional expense, measured as at the date of modification, is recognised for any modification that Increases the total fair value of the
share-based payment transaction, or is otherwise beneficial to the employes. Where an award is cancelled by the entity or by the caunterparty, any remaining element of
the fair value of the award Is expensed immediately through profit or loss.

4, NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

Various new standards, amendments fo standards and interpretations are effective for annual periods beginning on or afler the current reporting period and have not
been applied in preparing these consolidated financial statements. The following changes may have a significant effect on the consolidated financial statements of the
group:

NZ IFRS 9: Financial Instruments

NZ IFRS 9, ‘Financial Instruments' replaces NZ IAS 39 'Financial Instruments: Recognition and Measurement'. The standard Is effective for annual periods beginning on
or after 1 January 2018 and earlier application is permitted.

The new standard addresses the classification, measurement and de-recognition of financial assets and financial liabilities, introduces new rules for hedge accounting
and introduced a new impairment model.

The Group intends o adopt NZ IFRS 9 on its effective date and is currently assessing its full impact. The standard is not expected to significantly impact the Group as the
valuation and measurement of the Group's financlal assets and liabilities are not expected to change.
NZIFRS 15: R from Contracts with Cust s

NZ IFRS 15, 'Revenue from Contracts with Customers' establishes the framework for revenue recognition. The standard replaces NZ IAS 18 ‘Revenue’ and NZ IAS 11
"Construction Confracts’ and related inlerpretations. The standard is effective for annual periods beginning on or after 1 January 2018 and earlier application is permitted.

The new standard Is based on the principle that revenue Is recognised when control of a good or service transfers to a customer. The notion of control replaces the
existing notion of risks and rewards.

The Group intends to adopt NZ IFRS 15 on ts effective dale and is currenlly assessing its full impact. This standard Is not expected to significantly impact the Group as
the majority of sales enable control to be transferred to customers within one to two days of dispatch.

NZ IFRS 16: Leases

NZ IFRS 16, ‘Leases', replaces the current guidance in NZ IAS 17, Under NZ IFRS 186, a contracl is, or contains, a lease if the contract conveys the right to control the
use of an identified asset for a period of time in exchange for consideration. Under NZ IAS 17, a lessee was required to make a distinction between a finance lease (on
balance sheet) and an operating lease (off balance sheet). NZ IFRS 16 now requires a lesses ta recognise a lease liability reflecting future lease paymenis and a 'right-of-
use asset’ for virtually all lease contracts.

The standard is effective for accounting periods beginning on or after 1 January 2019. Early adoption Is permitied but only in conjunction with NZ IFRS 15, ‘Revenue from
Contracts with Customers’,

The Group intends to adopt NZ IFRS 16 on ils effective date and has yet to assess its full impact. The group cumrently leases a number of offices, buildings, vehicles,
water space and minor plant and equipment,

10

EY



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

5. SEGMENT INFORMATION
Segmeni results

For management purposes, the Group Is organised inlo three business unils based on geographical sales market and customer channel. The operating resulls of the

business units are monitored for the purpose of making declslons about allocation and p

The Group's reportable segments are:
New Zealand Retall

The company provides these customers with pre-packed value added products (Including wood roasted and cold smoked product), whole fresh fish and pre-cut fillets.

New Zealand Foodservice
The company provides these with a broad variety of salmon products Including whole fresh fish, pre-cut fillets, portions end a range of smoked products.
Export

Predominantly customers based oulside New Zealand most of whom currently fall Into the Foodservice category as described above.

Segment performance Is evaluated at the EBITDA level and results are as follows:

NiwZealand ’:,z::;‘:r':;: Export Market Total
$000 5000 5000
Year ondod 30 June 2018
Revenue 41,415 a7,811 81,045 160,271
Segment EBITDA 6,702 16,876 28,482
Year andod 30 June 2017
Revenue 35,439 38,385 62,527 136,351
Segment EBITDA 7,031 12,101 19,401 38,533

Depreciation, amortisation, finance income and costs, and falr value gains and losses on financial assets are nol allocated fo Individual segments as the underlying

Instruments are managed on a group basis.

Segment profit reconclles lo profit before Income tax as follows: 2018 2017

$000 $000
Segment profit 28,462 38,533
Deprecialion, amortisation and impairment (5,105) (4,366)
Net finance cosls (690) (1.802)
Group profit before tax 22,687 32,365
m Group does not prepare Information allocating assets and llablliies to the market facing segments as all material assets and llabllities are managed on a group

5.

2018 2017
Revenue by geographical location of customars s000 $000
New Zealand 79,228 73,824
North America 48,435 35,956
Australia 11,487 12,035
Japan 8,265 6,034
Europe 2,860 1,986
Other 9,988 6,516
Total revenue 160,271 136,351

Sales nel of settiement discounts to two major customers for the year tolalled $16,585k and $16,535k or 10.4% and 10.3% respectively {2017 one major cuslomer
accounted for $16,511k or 12.1%). In both years, these cuslomers were Included In the New Zealand Retall segment.

6. OTHER INCOME
Other Income
Grants recelved
Supplier settlement
Rebata on supply
Insurance settlements
Suppller forgiveness of debt
Contract penalties (received)
Profit on sale of property, plant and equipment
Other income
Total other income

7. EXPENSES
Corporate and other exp Includ
Trade receivables written off
Impaiment of trade recelvables
Professional fees related to capital raising
Research cost
Waler space process expense
Loss on Assets Held for Sale
Minimum lease payments - operating leases
Directors’ fees
Other directors' axpenses
Donations

Employee benefits exponse
Wages and salaries

Defined conlrdbution plan expanses
Restructuring costs

Other employee benefits
Outsourced labour

Total employee benefils expanse

2018 2017
$000 5000
148 112
- 1,784
1,135 -
188 214
- 348
175 -
19 28
157 B8
1,822 2,574
2018 2017
5000 $000
10 1
20 84
- 1,970
660 849
17 846
113 180
1477 1,118
420 320
43 18
17 43
2018 2017
__S000. s000
29,618 26,445
683 5689
40 4)
3,933 3,476
1,399 555
35,671 31,041
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

8. FINANCE INCOME AND COSTS 2018 2017
Finance income $000 $000
Interest income 198 188
Total finance Income 198 188

2018 2017
Filnance cosls 5000 $000
Bank facility fees 293 284
Interast on bank loans and overdrafts 595 1,210
Interest on shareholder loans - 496
Tolal finance costs 888 1,990

9. INCOME TAX 2018 2017
Recognised in the lidated stat Lof prah $000 $000
Current income {ax expense 6,143 4,745
Under provision - previous year 127 (49)
Deferred tax relating to origination and | of temporary difie 292 4,905
Total | tax l{credit) In the stat t of pret 6,562 9,601
Tax amounts posted directly to equity (121) 1,700
Reconcillation of tax exp to statutory | tax rate
Profit/(loss) before tax 22,687 32,365
Income tax using the company tax rale 28% 6,352 9,063
Non deductible/non assessable ilems 73 517
Under provision - pravious year 127 (49)
Prior period adjustment (30) -
Other differances 40 (30)
Tolal tax expense 6,562 9,601
Statement of financial position deferred tax assels and liabliities 2018 2017
Deferred tax liabllities $000 $000
Acceleraled depreciation for tax purposes {2,807) (2,853)
Falr value adjustment to biological assets (10,300) (9.640)
Galns on forelgn currency hedges (426) (1,108)
I inting cost for finished goods {462) (409)
Total defarred tax labllitles {13,995) (14,010)
Deferred tax assets
Provision for doubtful trade debt 23 43
Provision for emplayee benafits 793 570
Impalrment of non-current assets - 176
Share based payments 113 40
Losses on forelgn currency hedges 299 258
Other pravisions 824 549
Total deferred tax assels 2,052 1,636
Nol deferred tax llabllity (11,943) (12,374)
Stat t of prah deferred tax assols and liabilities 2018 2017
Deferred tax lHabilities $000 5000
Acceleraled depraciation for fax purposes (42) 129
Fair value adjustment to biological assets 661 4,991
Increase accounting cost for finlshed goods 53 38
Total doferred fax llabilities 672 5,158
Deferred tax assols
Pravision for doubtful trade debtors 20 (26)
Provision for employee bensfits (222) (24)
Impalrment of non-current assels 176 114
Share based payments (74) (40)
Other (280) @1
Total deferred tax assels {380) (253)

Deferred tax (credit)/expense 292 4,905

Imputation credit account
The imputation credit account balance in the New Zealand King Sal

y Limited as at 30 June 2018 is $3,504k (2017: $1,821k).
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

10. COMPONENTS OF OTHER COMPREHENSIVE INCOME
Movement In reserves
Forward currency contracls
Reclassification during the year to profit or loss
Income tax effect il
Reallsed/unrealised net galn/(loss) during the year
Income tax effect
Interest rate swaps
Reallsed/unrealised net galn/{loss) during the year
Income tax effect
Currency translation difforences
Curmrency translation differences
Share based payment expenses
Share based payment expense
Net movement in reservas

11. EARNINGS PER SHARE

2018 2017
$000 $000
12 (18)
@ 5
(2.436) 4,997
682 (1,400)
{147) 1,084
Py (305)
120 12
263 142
{1,487) 4,517
of

Basic eamnings per share amounts are calculated by dividing the profit for the year atiributable to shareholders of the Company by the weighled

ordinary shares on lssua during the year. Diluted earnings per share

of all pol

tial ordinary shares In determining the welghted a;ar&ge number

of ordinary shares on Issue.
2018 2017
Earnings per share $000 $000
Profit attributable to ordinary equity holders 16,125 22,764
# of Shares # of Shares
000 000
ighted g of ordinary shares for diluted earnings per shara 138,397 138,158
Baslc earnings per share $0.12 $0.16
Dlluted earnings per share $0.12 $0.18
12. CASH AND CASH EQUIVALENTS 2018 2017
Cash and cash equivalents $000 $000
Cash at bank and on hand 14,021 10,175
Short-term deposits 407 472
Total cash and cash equivalents 14,428 10,647
13. TRADE AND OTHER RECEIVABLES 2018 2017
Trade and other receivables $000 S000
Trade receivables 11,016 10,848
Allowance for impairment loss (110) (153)
Prapayments 1,103 870
Other recalvables 47 23
Total trade and other recelvables 12,426 11,688
Trade recelvables generally have 20-30 day lerms and are recognised at thelr realisable value. Collectability of trade lvables Is revi i on an ongoing basis.
Debts that are known to be uncollectable are written off when Idenlified. Impalrment losses are recognised net of insurance proceeds whan there |s objective evidence
that the Group will nol be able lo collect the debt.
2018 2017
Agoing analysis of trade recelvables 5000 5000
> 90 days overdue 112 20
31 - 90 days overdue 141 68
15 - 30 days overdue 784 49
< 15 days overdue 356 1,867
Mot yet due 9,623 8,774
Total recelvables 11,016 10,848
2018 2017
R $000 $000
As at 1 July 153 69
Additional provislons for Impairment 130 151
Receivablas written off during the year (10) 1
Reversal of unused amounts {163)
As at 30 June 110 153

EY



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

14. INVENTORIES 2018 2017
Inventories $000 $000
Raw materials 9,822 9,525
Work In progress 106 -
Finished goods 6,654 7,149
Total inventories 16,582 16,674
The closing cost of finished goods as at 30 June 2018 Includes a fair value uplift at point of harvest of $2,354k (2017: $2,391k) and an impairment provision of $1,638k
{2017: $1,446k).

2018 2017
A tofl tori gnised as an exp In the stat t of comprehensive income $000 $000
Cosl of Inventories recognised as an expense 145,093 119,627
Movement in net realisable value of Invenlory decrease 227 252
Total cost of goods sold 145,320 119,879

The cost of inventories recognlsed as an expense for the year ended 30 June 2018 includes a falr value upiilt at point of harvest of $47,988k (2017: $37,135k).

15. BIOLOGICAL ASSETS
The Group has three halcheries In the South Island and elght operational marine salmon farms in the Mariborough Sounds. The fish livestock typleally grow for up to

31 months before harvest.

Gusl Falr Value Gain Total
Biological assels $000 5000 $000
As at 1 July 2017 45,087 34,429 79,616

due fo blological transformation * 67,846 36,692 104,538

Decrease due fo harvest ? (57.768) (47,951) (105,719)
Decreasa dus to mortallty * (12,498) - (12,498)
Changes In falr value * - 13817 13,617
As at 30 June 2018 42,667 35!757 79454

! Biologlcal transformation falr value Is Impacted by volume Increases and fish welght at reporting date relative to the target fish harvest welght of 4 kgs (proportional

recognition).
2 Harvested falr value Is Included In cost of goods sold in the stal of comp ive income and Is calculated by multiplying the current years harvest (biomass)
by the prior years estimaled gross margin per kg (recognised at 100%).
3 Mortality cost Is expensed directly to the stat it of comprehansive Income In the period which it occurs and Is not subject to a fair value uplift.
# Changes In fair value are impacted by movements In margin primarly belng changes in sales price and costs to sell (fish cost, harvest, processing and freighl to
market).
Cost Fair Value Galn Total
Blologleal assols $000 $000 $000
As al 1 .July 2016 36,347 16,603 52,850
I due to biologlcal transft ti 70,330 50,606 120,936
Decreasa duse {o harvest (56,346) (37,019) (93,365)
- Decrease due to mortality (5.244) - (5.244)
Changes In fair value - 4,239 4,239
As at 30 June 2017 45,087 34,429 79,516
2018 2017
Falir value gainl/{loss) recognised In profit and loss 5000 $000
Gain arlsing from growth of blologleal assels 36,692 50,606
Movement in fair value of biological assels 13,617 4,238
Total falr value galn on biolegleal transformation 50,308 54,845
2018 2017
Harvested blomass mt mt
Harvested live welght blomass 9,112 8,218
Total live weight harvested for the perlod (metric tonne) 9,112 8,218
2018 2017
Eslimated closing biomass mi mi
Closing fresh watar stocks 105 142
Closing sea water stocks 5,286 6,085

Total eslimated g bl llve welght as al period end 5391 6,227




NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Falr value measurement
Measurement of falr value is performed using a falr value model. The method of valuation therefore falls Into level 3 of the falr value hlerarchy as the Inputs are
unobservable inputs.

The valuation of biological assets Is carried out separately for each site at a brood and stralegy level. Estimated actual cost up lo the dale of harvest per site Is used lo
measure the expected margin at the time the fish Is defined as ready for harvest, being 4.0kg live welght. Selling price Is estimated at balance date based on the most
relevant fulure market price at expecled harvest dale. The expected gross margin Is recognised proportionalely based on average blomass al reporting date. Falr
value measurement commences at the date of transfer to sea waler as Lhis is considered the point at which the fish commence thelr grow out cycle.

Falr value risk and sensitivity

The Group Is exposed to financlal risks relating 1o the production of salmon stocks Including climatic events, di and contamination of waler space.
The Group seeks lo produce and market the highest quality salmen prod Extensive monitoring and benchmarking Is carried out to provide optimum condilions and
disls to maximise fish performance during the grow out cycle. Sales are malnlained In a ranga of brands, products and markets ta maximise from the quallty

mix of fish harvested. The Group has insurance o cover some of the risks relating to the livestock.

The estimate of unrealised fair valua galn from cost Is based on several assumptions. Changes In these assumplions will impac! the fair value calculation. The
realised profit which Is achieved on the sale of Inventory will differ from the calculations of falr value of biologlcal assels because of changes In key faclors such as the
final market destinations of Invenlary sold, changes In price, forelgn exchange rales, harvest welght, growth rates, mortality, cost levels and differances in harvested
fish quality.

Leaving all other variables tant 2 10.0% | Id In ge future sales prices would Increase/decrease the fair value of biological assets on hand and
profit before tax by $10.8m (2017: 5% Increase/decrease $5.4m) (excludes the impact of finished goods), while a 10.0% Increase/decrease in future harvest volume
would increase/decreass the fair value of blological assels on hand and profit before Lax by $3.6m (2017: 5% Increase/decrease $1.7m).

A 10% Increaseldecrease In costs to sell would decreasefincrease the falr value of biological assets on hand and profit before tax by $7.0m (2017: 5%
Increase/decrease $3.5m). Changes in fish health and environmental faclors may affect the quality of harvested fish, which may be reflected In reallsed profit via both
achleved sales price and production costs.

16. PROPERTY, PLANT AND EQUIPMENT Plant,

Freahold land ul t and Vehicles and  Construclion In

and buildings fittings sea vessols progress Total
Cost $000 5000 5000 $000 $000
As at 1 July 2017 8,029 50,919 2,385 1,085 63418
Additions 715 4,744 137 7,673 13,169
Disposals (49) (4,4586) (157) (5,724) (10,386)
As at 30 June 2017 9,695 51,207 2,365 2,834 66,201
Additions 301 10,427 334 12,009 23,071
Disposals - (116) (87) (10,208) (10,422)
As at 30 June 2018 9,996 61,518 2,602 4,734 78,850
Depreciation and impal 1
As at 1 July 2017 1.442 27,685 1,694 » 30,821
Depreciation 250 3,748 125 - 4,123
Impalrment - - - - -
Disposals (33) {4.285) {151) & (4.489)
As at 30 June 2017 1,659 27,148 1,668 . 30,475
Depreciation 281 4,437 145 w 4,863
Impairment - - - - -
Disposals - (113) (97, = {210
As at 30 June 2018 1,940 31,472 1,716 - 35128
Net Book Value -
As at 30 June 2017 8,036 24,059 637 2,934 35,726
As at 30 June 2018 8,056 30,046 8;l=§= 4!734 ‘.3'722
Borrowing costs

There were no borrowing costs capitalised in 2018 (2017: $nil).

Impalirment
There were no Impairment losses recognised In 2018 (2017: $nil).

Finance Leases
Tha carrying value of property, plant and equipment held under finance leases as at 30 June 2018 was $310k (2017: $353k). There wers no addltions of property,
plant and equipment under finance leases in the 2018 year, $nil (2017: $136k). Leased assels are pledged as securily for the related finance lease llabllities.



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

17. INTANGIBLES Farm and
Development in Trad ¥ hatchery - Goodwill Total
Pt licenses

Cost $000 $000 $000 $000 $000 $000
As at 1 July 2016 3 242 4,322 3,927 39,255 47,749
Additions 457 - 57 1 - 525
Disposals (452) - - (1,817) - (2,269)
Transfarred to assets held for sale - - - - n -
As at 30 June 2017 8 242 4,379 2,121 F 39,255 46,005
Additions 1,363 - 6 524 - 1,883
Disposals (541) - - - - (541)
Transferred from assels held for sale - - 308 - - 308
As at 30 Juno 2018 830 242 4,693 2,645 39,255 47,665

Depreciation and impairment

As at 1 July 2016 - 200 680 3,743 - 4,623
Amortisalion - - 131 112 - 243
Disposals - - - (1.812) - (1.812)
Impaiment - - - - - -

As at 30 June 2017 - 200 811 2,043 - 3,054
Amorlisation - - 141 101 - 242
Disposals = = = - - P

Impaiment - - = i = "

As at 30 Juno 2018 - 200 952 2,144 - 3,296
Net Book Value

As at 30 June 2017 ; [ 42 > 3,568 78 ¥ 39,255 42,951
As at 30 June 2018 830 42 3,741 501 39I255 44&359
Goodwlil

Goodwill resulted from the acquisition of The New Zealand King Salmon Co Limited and Is subject to annual impalrment testing. The Group performs an annual
Impalrment test In June each year. Tha Group considers the relationship betwaen its market capitalisation and Its book value, among other Indicators, when reviewing

for Indicators of impairment.

The goodwill is notionally allocated to the New Zealand King Salmon Company's operating segmenls as cash g g units. The reco ls amounts of the cash

generating units have been determined based on a value in use calculation using fulure estimated cash flows, caplital expenditure and changes In working capltal over

a five year period, plus an estimaled terminal value, The f {s were based on actual resulls and expected fulure use of water space licences currently held, before

falr value adjustments o biologlcal assels. The growth rate used to estimate the cash flows of the unil beyond the five-year perod is 1.7% p.a. (2017: 3.3% p.a.). A

discount rale of 10.36% p.a. (2017: 11.1% p.a.) has been applied to di t future estimated cash flows to thelr present value. The net present value of these future
imated cash flows s the carrying amount of goodwill therefore the Company has concluded thal therae is no Impalment to the goodwill,

The calculation of value in use is most sensitive o changes In sales prices, exchange rates, sales volumes and fish performance, Reasonably probable changes In the
assumplions used would not cause the camying value of goodwill to 1 the bl t for any of the cash generating units,

Tradoe marks
Trademarks are extemally acquired and are carred at cost less impalrmenl. They have Indefinite useful lives and are i Iy for impali t. No

Impairment has been recognised during the period (2017: Nil).

18. NON-CURRENT ASSETS HELD FOR SALE
The Marlborough Salmon Farm Relacations Advisory Panel report (made publicly available In February 2018) did not recommend the relocation of New Zealand King
Salmon Crall Bay sites which were previously classified as Marine Licence Held for Sale. This has resulted In the reintroduction of these licences lo intanglbles. In
accordance with NZ IFRS 5 this has been at the amortised value that would have been recognised If tha asset had not been held for sale, $308K (FY17: $421K), The
difference has been recognised as an Expense in the Stalement of Comprehensive Income.



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

19. INTEREST BEARING LOANS AND BORROWINGS
Current | bearing leans and Ing
Finance lease liabiliies
Secured bank loans
Other borrowings
Total current inferest bearing loans and borrowings

Non L int b
Finance lease Iiahilillos
Secured bank loans _
Other borrowings
Total non-current Inlerest bearing loans and borrowings

g loans and borrowings

The Company has facilities with BNZ for $30m, i by a gi

2018 2017
000 $000
133 144
azs 270
461 a1

- 124
10,000 10,000
10,000 10,124

ty deed over the assels of the Group. The expiry dale of facility A of $18m Is 25 Novembar

2020, and facility B of $12m explres on 18 Oclober 2019, At balance dale swm of facility A was drawn (June 2017: $10m).

20. TRADE AND OTHER PAYABLES
Trade and othor payables
Trade payables
Other payables
Total trade and other payables

21, EMPLOYEE BENEFITS
Current employee benefils
Bonuses
Employee annual and sick leave benefits
Long service leave
Total current employee banefils

Non-current employee benefils
Long service leave
Total non-current employee banefits

Long service leave

2018 2017
$000 s000
11,170 11,318
2,754 1,964
13,924 13,282
2018 2017
£000 $000
1,193 903
2022 1,956
169 189
3,384 3,028
473 451
473 451

ted to their net p t value.

Long service leave provisions are calculated based on the expected future pay

22, COMMITMENTS AND CONTINGENCIES
Operaling leases

nts {o employ di

Tha Group has entered Into various operating lease arrang ts with p of premi vah}dns. water space and equipment. Many of these arrangements are
for specified terms with rights of renewal on expiry of the terms, The ts under noi P g leases take into account the renewal periods
existing at balance dale and are as follows:
2018 2017

Operaling lease ts as a lessee $000 5000
Less than one year 568 607
Between one and five years 1,052 948
More than five years N 722

1,620 2,277

Total operaling lease commitments as a lesses

Finance loases

The Group has finance leases for various items of planl and machinery. Tha Group's obligations under finance leases are secured by the lessor’s tille to the leased
assels, Fulure minimum lease payments under finance leases, logether with the present value of the net minimum lease paymentls are as follows:

Fi lease ts as at 30 June 2018
Less than one year
Between one and five years

Total fi lease

ts as al 30 June 2018

Fi lease s as at 30 June 2017
Lass than one year
Batween one and five years

Total fi lnase it s as at 30 June 2017

Capital commitments

Minimum lease Present value

paymenis of payments
$000 $000
133 133
133 133
143 125
124 108
267 233

Tha Group has enlered inlo agreements lo purchase plant and equipment. As at 30 June 2018 the total commitment is $1,547k (2017: $1,137k).

Contingencies

the Group to purchase three bulk tankers (including modifications made

The Group has a conlingent liability of $1,066k in

Guarantees
The group has three guarentee facilities lotalling $115k

pect of a fish transport contract requiring
in 2018), should the fish transport contract be terminated early. (2017; $995k).
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

23. FINANCIAL RISK MANAGEMENT
The Group's activities expose It to a varlety of financial risks: markel risk, credit risk and liquidity risk. The Group uses derivative financial Instruments to hedge certaln
risk exposures. Financial risk management is the respansibility of the Chlef Financlal Officer In accordance with the Treasury Pollcy approved by the Board of
Direclors. In addilion, the Group has a Treasury Committes, a sub-committee of the Board that oversees financlal risk management,

Market risk
Market risk Is the risk that the fair value of future cash flows of a financial Instrument will fluctuale because of changes In market prices. This comprises of two key
types of risks; currency and Interesl rate risk.

Currency risk
The Group has exposure to forelgn exchange risk as a result of transactions denominated In forelgn currency, arising primarily from normal trading activities, but also
from the net investment in the foreign subsidiary.

The Group manages Its foreign currency risk by hedging its future exposure In respect of its Import purchases and Its export sales, over a maximum of five years,
when exposures are considered highly probable, The Group hedges this exposure with the use of forward foreign exchange contracts and options. The notional
contract amounts of forward forelgn exct and options outstanding at balance date were $47.5m on the Import side (2017: $57.6m) and $126.2m on the
export slde (2017: $79.3m), for dellvery over the next fiva financlal years, In line with anlicipated payment dales.

The Group Imporls feed from Chile and Australla, purchases of which are In US and A lian dollars respectively. In order lo protect against exchange rate
movements and to manage the Inventory costing process, the Group has entered Into forward exchange conlracts to purchase Australian, United States dollars and
Japanese yen.

The Group exporls salmon to many countries, the major ones belng Australia, Japan and the United States. Sales are denominated In A dollars, J

yen and US dollars respectively. The Group has enlered inlo forward exchange contracls to sell Yen and US dollars.

The cash flows are expected to occur up to 60 months from 1 July 2018. The profit and loss within cost of sales will be affected as sales are made.

The Group tesls each of the designated cash flow hedges for eff; ona thly basls both clively and prospectively using the ralio offsel method. if
the 1esting falls wilhin the 80%:125% range, the hedga Is conslderad highly effective and continues to be duslgnahd as a cash flow hedge. At balance date all foreign
currency hedges were determined o be highly effective.

Tha NZ dollar equivalent of unhedged currency risk on assels al balance date Is $113k (2017: $220k) whilst the NZ dollar equivalent of unhedged currency risk on
liabliities at balance date Is $31k (2017: $86k).

Cumncy seﬂsiﬁvﬂy
The fc g table d les the sensitivity lo a reasonably possible change In the value of the New Zealand Dollar against the key currencies to which the Group

Is exposed., Tha Impact on the Group's pre-tax profit is the resull of a change in falr value of monetary asssls and llabllitles. The Impact on the Group's equity Is due to
changes in the falr valua of forward exchange contracts and options designated as cash flow hedges.

Equity Profit
As al 30 June 2018 $000 $000
Impact of a 5% strengthening of the NZD 2,027 (264)
Impact of a 5% weakening of the NZD (2,199) 292
Impact of a 10% strengthening of the NZD 3,924 (505)
Impact of a 10% weakening of the NZD (4,653) 617
As at 30 June 2017
Impact of a 5% strengthening of the NZD 84 (32)
Impact of a 5% weakening of the NZD (151) 29
Impact of a 10% strengthening of the NZD 150 (68)
Impact of a 10% weakening of the NZD (348) 56

Interost rate risk

The Group has exposure to Interest rale risk that arises mainly due to the Group's long term debt obligations with floating | rales. Inl t d on call
deposits are based on the cument interest rate. Interest rale swaps are used to manage Interest rate risk, current swap cover out fo 2024. The amount of Parent
borrowing covered using swaps at balance date was $10m (2017: $10m).

The Group manages Its Interest rale risk by hedging Its futura exposure with interest swaps, fixing a minimum of 50% of a rolling 12 month projected debt balance.
Longer dated periods may be covered with forward starting swaps out to a maximum of 10 years,

Interest rate swaps in place at balance date cover 100% (2017; 100%) of the principal outstanding and are timed to expire in the next three to forty-two months.
Forward starling swaps have been used to further extend maturilies out lo 2024 ($10m). The fixed Interast rates for the existing swaps range between 4.3% and

5.01% (2017: 3.4% and 4.75%) and the floaling rate of 2.03% Is aligned to the floating quarterly bank bill rate. The loss on Interest rate swaps at balance date was
$1,142k (2017: $986k loss), which has been taken to reserves.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

Interest rate sensitivity
The following table demonstrates the sensitivity of the falr value of the Inlerest rate swaps o a reasonably possible change In Interest rates:
2018 2017
$000 $o00
Impact of an Increase of 50 basls points 287 31
Impact of a decreasa of 50 basls poinls (288) (334)
Credit risk
Credit risk is the risk of financlal loss thal arises if a counterparty to a financial Instrument duas not meet Its unrnradual obligations. Financial instruments which
polentially subject lha Group to credit sk principally consist of bank balances, trade Ivat tive fi ! Instruments and financial guarantees.
Financial Inst its are only entered Into with banks that have In place an executed Intemational Swaps and Derivatives Assoclalion (ISDA) Masler Agreoment with
the Group.
Maximum exposures to credit risk as at balance dale are: 2018 2017
5000 $000
Cash and short term deposits 14,428 10,647
Trade and other recelvables 12,426 11,688
Derlvative financlal assets/(liabliiies) B8 45
The above maximum exposures are net of any recognised provision for losses. No collateral Is held on the above amaunts.
Cancentrations of crodit risk
Bank balances are maintained with several banks but mainly with Bank of New Zealand. Thera Is a wide spread of debtors, in lerms of size and geographical location
within New Zealand and overseas, Concentration of credit risk In trade recelvables Is not considered significant as the Group's customers operate In different market
channels and geographic areas.
Liquidity risk

The Group performs cash flow forecasting activilies on a daily basis to ensure it has sufficlant cash to meet operalional needs and monitors performancs against bank
covenants on a monthly basis. Surplus cash Is Invested In short-term or money market deposils.

Undrawn commited facilities and/or liquid assels are malntained at all imes at an amount sufficient fo cover the fi t cash paymenis lo employ ppliers, tax
authorilies and banking Institutions as they fall due.

The following table analyses the conlractual and expected cash flows for all financial liabllities:

Less than one Between one Between two
year and two years and five years
As at 30 June 2018 $000 S000 $000
Bank loans (4,580) 431 1,392
Finance lease liabliities 143 - -
Trade and other payables ] 13,924 - -
Fl ial g ! tract 115 - =
Total non-derivative liabilitles 9,602 431 1,392
Forward forelgn currency exchange contracts 42,518 47,088 25,788
Forward forelgn currency oplions 21,91 17,639 15,771
Interest swaps 616 804 2,620
Total derivative liabllitles 65,065 65,531 44, A79
As at 30 June 2017
Bank loans 330 3n 1,351
Finance lease liabililies 144 80 44
Trade and other payables 13,282 - -
Financial guaranlee contracts 315 315 315
Total non-derivative llabllities 14,071 766 1,710
Forward forelgn currency exchange contracts 46,198 34,221 21,171
Forward forelgn cumrency options 5,495 6,620 4,963
Interest swaps 252 245 603
Total derivative liabilities 51,945 41,086 26,737
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NOTES TO THE FINANCIAL STATEMENTS
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24, FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying value of cash and short term deposils, trade recelvables, trade payables and other current llabilities Is considered a reasonable approximation to their fair
value due lo the sharl term malurities of these Instrumants.

The carying value of the BNZ loan drawing of $10m Is consldered a reasonable approximation of its fair value due to the short term maturilies of the drawings. New
Zealand King Salmon Invesiments has the discrelion fo rol| these short tamm drawings out to 2020.

The following financial Instruments of the Group are carried at falr value:

2018 2017
Currant derivative financial assets $000 S000
Forward exchange conlracls 662 1,776
Foreign exchange oplions 395 230
Total Current derivative financlal assets 1,087 2,066
Non-current derivative financial assets
Forward exchange contracls 892 1,882
Foroign exchange oplions 992 1,314
Total Non-current derivalive financlal assets 1,884 3,196
Current derivative financial liabllities
Forward exchange conlracts 213 519
Forelgn exchange options 150 24
Interest rate swaps 826 734
Total Current derivative financial liabilities 1,189 1,277
Non- fi fal labilities
Forward exchange contracts 425 451
Foreign exchange options 630 307
Interest rale swaps 244 180
Total ent derivative financial liabililies 1,299 948
The camying value of obligations under financlal leases differs from fair value as follows:

As at 30 June 2018 As al 30 June 2017
Carrylng Falr value Carrying Fair value
amount amount
$000 $000 $000 _$000

Obligations under finance leases 133 133 267 233
Total obligations under finance leases 133 133 267 233
Valuation methads
Financlal instruments have been categorised into the following | hy and valued accarding lo the following definitions, based on the lowest leve! input that is
significant to the fair value measurement as a whole:
Level 1: Quoted prices In active markets for [dentical assets or liabiliies that the entity can al the meast | date

Leve! 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability either directly (l.e. as prices) or indireclly (I.e. derived from
prices)

Level 3: Inputs for the assets or liabililies that are not based on abservable market data (unobservable Inputs)

All derivativa financial Instruments for which a fair value Is recognised have been categorised within level 2 of the fair value hi hy. Industry experls have provided
the fair values for all derivatives based on an Industry standard model.

25. CAPITAL MANAGEMENT

Group capital

The capital of the Group consists of share capilal, reserves and relained earnings. The Group's objeclives when managing capltal are to safeguard the Group's ability
to continue as a golng concern In order to provide returns for shareholders, benefits for shareholders and lo maintain an oplimal capital structure to reduce the cosl of
capltal.

In addition to this the Group alms to ensure that it meets fi lal hed to the | bearing loans and b ings that define capital structure
requirements, There have been no breaches in the fi al is of any Interest-bearing loans and borrowings In the current period.

In order to maintain or adjust the capital structure the Group may adjust dividends pald to shareholders, return capital to shareholders, Issue new shares or sell assels
to reduce debt.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2018

26. CAPITAL AND RESERVES

Share capital 2018 2017
1ssued shares 000 oo
Ordinary shares 138,475 138,158
Total Issued shares 138,475 138,158

Ordinary shares ara fully pald with no par valus, Each ordinary share has an equal right to vote, lo pariicipate In dividends, and lo shara In any surplus on winding up
of the Company. Dividends paid during the year conslsted of a fully imputed dividend of $0.02 per share and a $0.01 per share speclal dividend bath pald on 6
September 2017. Additionally, a fully Imputed Interim dividend of $0.02 per share was pald on 14 March 2018 (2017; $0.02 paid on 24 March).

# of Shares Share Capital

2018 2017 2018 2017
Movement in ordinary share capital Q00 000 $000 $000
As at 1 July 138,158 25,295 122,518 25,296
Shareholder loans converled to share capilal - 26,941 - 70,202
Shares Issued by way of 2.11 fo 1 share split - 57,955 - -
Issue of new shares pursuant to IPO - 26,786 - 30,000
Transactional costs arising on share Issue - - - 1,797)
Employee offer pursuant to IPO LTI share ownership plan - 1,181 - 1322
Share Issue for employee LTI share scheme a7 - - (2 505}
Share Issue recognised on repayment of employee loans - - 61
Total share capital as at 30 June 138,475 138,158 122,579 122.510
Reserves
Forelgn currency translation reserve
The forelgn currency translalion reserve Is used to record exchange difference arising from the translation of the financial stat ts of the foreign subsidiary.
Hedge reserve

The hedge reserve represents the unrealised gains and losses on Inlerest rate swaps and foreign currency forward conlracts that the Group has taken out In order to
mitigate Interest rate and foreign currency risks, net of defermed tax.

Share based payment reserve
The share based payment reserva relales to two long term incentive (LT1) schemes and and two employes share ownership scheme. All of these schemes Involve the

Company making interest-free limited recourse loans to selected personnel to acquire shares in the Company. The employees must remain In employmenl for the
duration of the vesting or periods before the employees receive the full benefit of share ownership.

Thae senlor leadership share ip plan LTI sch was eslablished prior to the IPO and relates to 3,178,878 shares in the Company. The ordinary shares in the
Company are security for tha Interest-free limited recourse loans and are held In escrow untll afler the financial resulls have been announced for the year ending 30
June 2018.

Tha senlor tive LTI scheme was established at the time of the IPO and relates to 993,671 shares in the Company. The ordinary shares in the Company are
security for the Inlerest-free limited recourse loans, are held by a Custodian and will vest three years from the granting date of 19 Oclober 2018. The price o be pald
for each share Is the Issue price at grant dats, reduced by any dividends that are applied to the interest-free limiled recourse loans. No shares vested, explred during
the year, however 202,714 shares wera forfeited during the year.

A further 317,515 shares were issued on 28 Seplember 2017 wilh vesting date belng 1 September 2020. These shares are also held by a Custodian with the ordinary
shares In the Company being securily for the Inlerest free limited recourse loan. The price o be pald for each share Is the Issue price al grant date, reduced by any
dividends that are applied to the interest fres limited recourse loan. No shares vested or explred during the year however 13,024 shares were forfelted during the year.

The employee share ownership scheme was established at the Ume of the IPO and relales lo 187,076 shares In the Company and was established at the ime of the
IPO. The ordinary shares In the Company are security for the interest-free limited recourse loans which may remain In place whilst the holder is In employment with
the Company.

The estimated value of share options was determined using the Black-Scholes pricing calculator and Is being amortised over the respecive restrictive periods. The
option cost Is frealed as an employee expense with the P 'g credit included in the share based payment reserve. The inputs into the option pﬂdng valualion
model are the acquisition or granting date, initial issue at the time ufﬁ'la IPO In October 20186, share price of $1.12, and $1.22 for further shares Issued In Septembar
2017 or $1.77 for those who joined the scheme In September 2017 (which accordingly Is the option exercise price), expacled share price volatility of 14.1%, option life
relative lo each respective vesting or escrow period and a risk free interest rate of 2.1%. During the year 215,738 forfelted LTI shares were held by the Company as

treasury slock, and may be issued to nominaled executives in fulure grants of LTI shares.

Retalned sarnings

g P

ts the profits retained in tha b

27, EVENTS AFTER BALANCE DATE

2018 2017

Dividends declared after balance date: $000 $000
Final cash dividend 4,152 2,763
Spedal dividend | 1,382
4,152 4,145

A final fully Imputed dividend of 3 cenls per share on ordinary shares was approved on 28 August 2018 for paymant on 21 September 2018. Thesa dividends are not
racognised as a llability as at 30 June 2018,
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28. RELATED PARTY DISCLOSURES

Subsidiaries

New Zealand King Salmon Investments Limited has the following trading subsidiaries.

Subsidiary Company of poration Equity Interest
The New Zealand King Salmon Co Limited Mew Zealand 100%
MNew Zealand King Salmon Exports Limited New Zealand 100%
The New Zealand King Salmon Pty Limited Australla 100%
New Zealand King Salmon USA Incorporated Unlted Stales of America 100%

The principal aclivity of The New Zealand King Salmon Co Ltd Is the farming and processing of salmon. The activity of Mew Zealand King Salmon Exports Ltd, The

New Zealand King Salmon Pty Ltd, and New Zealand King Salmon USA Inc is the distribution of salmon.

At balance date Oregon Group Limited owned 40.16% (30 June 2017: 40.26%) and China Resourcas Ng Fung Limiled ownad 9.87% (30 June 2017: 8.97%) of the

shares In New Zealand King Salmon Invesimenls Limited.

Tr tions with related parti
Sales to and purchases from related partles are made in arm's length transactions both al normal market prices and on normal commercial terms. The following
provides the tolal amount of transactions that were entered into with related parties for the relevant financlal year:

2018 2017
Related party payments $000 $o00
Interest paid - Oregon Group Limited - 272
Interest pald - Other shareholders = 194
Good and services purchased from other related parlles 63 258
Total related party payments 63 724
Related party salos
Goods and services sold to related parlies (1.527) (462)
Total related party sales (1,527) (462)
Sales to and purchases from relaled parties are made In arm's length transactions, both at normal market prices and on normal commercial terms.
Amounts owlng to relaled parties 2018 2017
Current amounts owing to related parties X $000 5000
Other amounis owing lo related parlies 48 18
Total current amounts owing to related parlies 46 18
No ont ts owing to related §

2018 2017
Amounts owling by related pariies $000 §000
Amounts owing by related parties 177 94
Total Is owing by related partles 177 94
Comp lion af key g t personnel of the Group 2018 2017
KAy istiglivient.p I compangell 5000 §000.
Short-lerm employee benefits 1,947 2,159
Share based payment expense 161 112
Post employment pension and medical banefits 86 108
Total key g tp 1 p ti 2,194 2,379
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29. AUDITORS REMUNERATION
Auditors remunaration
Audit fees
Other assurance
Tax compllance and consultancy
Taxation advisory services
Total auditors remuneration

Other assurance services include review of the Interim financial stalerments and p

2018 2017
$000 $000
112 85
33 45
67 88
- 175
212 403
upon p on sustainability | of the Group.

The prior year, also Included transactional advlsory services relating to work performed as Investigalive accountants In connection with the putullc offer of shares in the

Company.

30. RECONCILIATION OF NET OPERATING CASH FLOW TO PROFIT/(LOSS)
Reconcillation of the profit for the yoar with the net cash from operating aclivitles

Profit bafore tax

Adjusted for

Depreciatlon and amortisation
(Galn)oss on sale of assets
Loss on Asset Held for Sale
Share-based payments

Net forelgn exchange differences
Capitalised Interes! on shareholder loans
Movement In prepald Insurances and other loans
Income tax expense

(Increase) In deferred lax on reserves
(Increase)/decreass in trade and ather

and p
(Increase)/decrease In inventories and blological assels.
Increase/(decrease) In lrade and other payables
Increase/{decreasa) In tax liabilities
Net cash flow from oparating activitles

31. COMPARISON TO PROSPECTIVE FINANCIAL STATEMENTS

a.  Revenue
Caost of goods sold
Falr value galn on blological transformation
Frelght costs to market
Gross profit

Other operating Income

Sales, marketing and advertising expenses

Distribution overheads

Corporate Expenses

Other expenses

Earnings before int t, lax, depreciation and tisation

Depreciation and amorlisalion
Finance Incoma

Finance expenses

Profit before tax

Income tax expense
Net profit after tax

Explanalion of variances

financial

Tha fair value galn on biolegical transformation is higher than the pi
(see note 15). Gross profit is also higher than PFI due lo higher sales

Included under cost of goods sold in PFI.

2018 2017
$000 $000
22,687 32,365
5,105 4,366
94 {29)
2 182
263 142
367 (70)
- 389
(481) (112)
(6,562) (9,601)
721 (1,700)
(738) (1,458)
154 (25,948)
1,020 (1,503)
2,186 8,307
24,838 5,330
Actual Prospective
2018 2018
$000 $000
160,271 143,610
(145,320) (122,771)
50,309 37,589
{15212) (13,610}
50,048 44,818
1,822 -
(10,381) (9,600)
(3.348) (2,041)
(6.728) (7.081)
(2,831) "
26482 26,096
(5,105) (5.928)
188 312
__(888) (790)
22,687 19,680
(6,562) 5,541
16,125 14,149

(PF1) due to Increases In sales price and average welght at harvest

and prica |

Other operating Income primarily relates to a supplier feed rebate
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b.

Prospocti t t of fi ial position

ASSETS

Currant assots

Cash and cash equivalents
Trade and other recelvables
Inventories

Biologleal assets

Assets held for sale

Other financlal assels
Derivative financlal assets
Total current assets
Non-current assotls
Property, planl and equipment
Blologlcal assels

Derivalive financial assals
Deferred tax asset
Intanglble assels

Goodwill

Tetal non-current assets
TOTAL ASSETS

LIABILITIES

Currant liabilities

Trade and other payables
Employee benefits
Barrowings

Other financial liabllities
Derlvalive financlal liabilities
Taxation payable

Tolal current liabilities
Non-current labllitles
Employee benalits
Borrowings

Deferred tax llabilities
Derivativa financial liabilities
Total non-current liabilitles
TOTAL LIABILITIES

NET ASSETS

EQUITY

Share capltal
Reserves
Retained eamings
TOTAL EQUITY

Explanation of variances

Actual Prospectlive
2018 2018
$000 $000

14,428 647
12,426 12,499
16,562 19,575
71,566 64,974

- 421

. 1,475

1,057 96
116,059 99,687
43,722 44,449
7.888 11,162

1,884 -
2,052 1,343
5,114 2,954
39,255 39,255
99,915 99,163
215,974 198,850
13,924 20,460
3,384 2,433
461 178

46 i
1,189 992
4,902 580
23,906 24,643
473 485
10,000 10,088
13,995 9,808
1,299 -
25,767 20,453
49,673 45,096
166,301 153,754
122,579 123,334
328 (493)
43,394 30,913
166,301 153,754

Cash and cash equivalents are up on PF| dus to the higher profil during the PF| period, as Invenlories being lower that forecasted in PFl and also due to timing of tax
sheet date) have led to a

significant increase In net assels. Trade and other payables are lower than PF1 due to timing of capital e;pandlm, fa:d purchases and other credilor payments.

payments. This coupled with an Increase in the value of biological assets (due to |

Deferred lax llabilities were greater than PFI as a resull of a combinalion of these same faclors.
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h

In equity

Prospective stat tof

Balance at beginning of period
Issuse of shares

Change In other reserves

Total profit for the period
Dividends pald

Balance al End of Year

Equity br
Share capltal
Reserves
Retalned eamings
Total equity

Explanation of variances

Actual Prospective
2018 2018
soao $000

158,675 144,617
61 -
(1,467) 288
16,125 14,149
093) ___ (5300)
—__dee301 153754
122,579 123,334
328 (483)
43,394 30,813

186,301 153,754

Total equity is higher than PFI due fo the higher profit during the PFI period and the movemenls in cash flow hedge reserve as a result of changes In forward curency

contract positions and movemenls In forelgn exchange rales.

Prospective statement of cash flows

Operaling Activitles

Recelpts from customers

Payments lo suppliers and employses
Interast recaived

Interes! pald

Feed suppller setiement

Income tax paid

Net cash flows fram operating activitios

Investing Activities

Proceeds from sdle nrpfopertv. plant and aquipmenl
Purchase of property, plant and equig

Purchasa of Intangible assets

Net cash flow from invesiing activities

Finanelng Activities

Drawdown of revolving loan

Gavernment granis recelved

Gross proceeds from share issue
Transaction cosls arising from share Issue
Proceeds from shareholder advances
Repaymaent of shareholder advances
Payment of finance lease liabllities
Payment of dividends

Not cash flows from financing activities

Nol increasel{decreasa) in cash and cash equivalonts

Cash and cash equivalents at 1 July
Cash and cash equivalents at 30 June

Explanation of variancas

Actual Prospeclive
2018 2018
$000 $000

161,212 142,534
(132,482) (125,966)
184 -
(597) 478)
150 -
(3,609) (4,567)
24,838 11,523
19 #
(14,022) (11,085)
(88) >
(14,091) (11,065)
124 -
148 -
42 =
(89) =
(38) o
(7,093) (5:300)
(6,968) 5,300
3761 (4847)
10,847_ 5,489
14,428 647

Recelpts from customers are up as a result of Increnm in harvest value and average sales price vs PFl. Purchases of property, plant and equipment ara up on PF]
due lo timing of capital proj Pay t of dividends are up due to the PY17 1.0cent per share speclal dividend as pald 18 September 2017.
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Independent auditor's report to the Shareholders of New Zealand King Salmon
Investments Limited

Report on the audit of the financial statements

Opinion

We have audited the financial statements of New Zealand King Salmon Investments Limited (“the
company") and its subsidiaries (together “the group™) on pages 2 to 25, which comprise the
consolidated statement of financial position of the group as at 30 June 2018, and the consolidated
statement of comprehensive income, consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended of the group, and the notes to the consolidated
financial statements including a summary of significant accounting policies.

In our opinion, the consolidated financial statements on pages 2 to 25 present fairly, in all material
respects, the consolidated financial position of the group as at 30 June 2018 and its consolidated
financial performance and cash flows for the year then ended in accordance with New Zealand
equivalents to International Financial Reporting Standards and International Financial Reporting
Standards.

This report is made solely to the company's shareholders, as a body. Our audit has been undertaken so
that we might state to the company's shareholders those matters we are required to state to them in an
auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the company and the company's shareholders, as a body,
for our audit work, for this report, or for the opinions we have formed.

Basis for opinion

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

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

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

Ernst & Young provides taxation services to the company and have performed other assurance services
including review of the interim financial statements and performance of agreed upon procedures on
sustainability information of the group. Partners and employees of our firm may deal with the group on
normal terms within the ordinary course of trading activities of the business of the group. We have no
other relationship with, or interest in, the group.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current year. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, but we do not provide a separate opinion on these matters. For each matter below, our
description of how our audit addressed the matter is provided in that context.

A member firm of Emst & Young Global
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We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
financial statements section of the audit report, including in relation to these matters. Accordingly, our
audit included the performance of procedures designed to respond to our assessment of the risks of
material misstatement of the financial statements. The results of our audit procedures, including the
procedures performed to address the matters below, provide the basis for our audit opinion on the

accompanying consolidated financial statements.

Valuation and existence of biological assets

At 30 June 2018, the consolidated statement
of financial position includes biological assets
(live salmon) of $79.5 million with a biomass
of 5,391 metric tonnes measured at fair value
less costs to sell. This includes a fair value
increase above cost of $36.8 million in the
carrying amount.

This is a key audit matter because the
company's estimation of the fair value of
biological assets involves estimation of year
end biomass, and a valuation model that relies
on significant estimation including:

» period end and future biomass growth to
harvest;

» future fish mortalities;

» forecast sales prices;

» costs to harvest date and sale;

» sales product mix; and

» weight based recognition of the present
value of gross margin

The company'’s disclosures are included in
Note 15 to the group financial statements.

A member firm of Ernst & Young Global

How our audit addressed the key audit matter

Our approach to live salmon valuation focused on
the following procedures. We:

>

evaluated the appropriateness of key
estimations and assumptions and their impact
on discounted future cash flows;

tested the mathematical accuracy of
discounted cash flow forecasts;

agreed key estimation inputs used by the
company in their model to source data and to
board approved budgets;

involved our valuation specialists in the
evaluation and testing of the mathematical
logic and accuracy of the calculation in the
valuation model and of the discount rate
used; and

challenged the accuracy of model inputs
compared to historical actual values and
considering the accuracy of previous input
forecasts.

Our approach to live salmon existence focused on
the following procedures. We:

|

agreed a sample of the records of fish
transfers to seafarms;

considered the key inputs used by the
company in estimating growth and biomass;

tested controls over fish quantity and biomass
adjustments to the livestock recording
system;

agreed significant quantity and biomass
adjustments made by the company in the
livestock recording system to source data;

performed analytical procedures over feed
conversion to biomass;

considered the accuracy of previous internal
forecasts of average fish weight, and quantity
of fish harvested compared to the livestock
recording system; and
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» considered the appropriateness, sufficiency,
and clarity of biological assets disclosures
included in the group financial statements.

Goodwill impairment assessment

AEh ot o ol How our audit addressed the key audit matter

Wy siepiteane.
At 30 June 2018, the consolidated statement ~ Our approach focused on the following
of financial position includes goodwill acquired  procedures. We:

in business combinations of $39.3 million,

assigned to three cash generating units » evaluated the basis of the group's CGU
(CGUs). determination;
This is a key audit matter because the annual » assessed the allocation of goodwill to CGUs;

significant judgements related to future cash
flow forecasts, discount rate and terminal
growth rate assumptions.

assumptions and their impact on estimated
future cash flows;
» tested the mathematical accuracy of future
The company's disclosures are included in cash flow forecasts;

Note 17 to the group financial statements. g . e .
» involved our valuation specialists in assessing

the discount rate and terminal growth rate
applied;

» agreed inputs used by the company in their
model to assess impairment, to board
approved budgets, and compared these with
historical actual results. We also considered
the accuracy of previous internal forecasts;

» performed sensitivity analyses on key future
cash flow forecast assumptions, including
earnings before interest, tax, depreciation
and amortisation; weighted average cost of
capital and capital expenditure levels, to
understand the impact of reasonably possible
changes in key assumptions;

» compared the calculated recoverable values
to the associated carrying amounts, and
assessed whether any impairment charges
were required; and

» considered the appropriateness, sufficiency,
and clarity of goodwill disclosures included in
the group financial statements.

A member firm of Emst & Young Global
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Valuation of sea farm related assets

How our audit addressed the key audit matter

At 30 June 2018, the consolidated statement  Qur approach focused on the following

of financial position includes sea farm assets procedures. We:

recorded within property, plant and equipment

of $24.0 million, and related marine licences » considered the company's assessment of

and resource consents recorded within compliance with resource consents relating to
intangible assets of $3.5 million. sea farms:

This is a key audit matter because the annual » evaluated the appropriateness of key
assessment of remaining useful lives, assumptions used by the company in their
amortisation periods and identification of assessment of indicators of impairment of
indicators of impairment involves significant property, plant and equipment;

judgements related to future sea farm use,
marine licence and resource consent renewal
and environmental compliance.

evaluated the appropriateness of key
assumptions used by the company in their
determination of remaining useful lives of

v

The company's disclosures are included in significant sea farm assets; and
Nete 1o ana Noter 17 tarthe group-financial considered the appropriateness, sufficiency,
statements.

and clarity of property, plant and equipment
and marine licence intangible assets
disclosures included in the group financial
statements.

Information other than the financial statements and auditor’s report

The directors of the company are responsible for the Annual Report, which includes information other
than the consolidated financial statements and auditor’s report which is expected to be made available
to us after the date of this auditor's report.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent
with the consolidated financial statements or our knowledge obtained during the audit, or otherwise

appears to be materially misstated.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance and, if uncorrected, to take
appropriate action to bring the matter to the attention of users for whom our auditor's report was
prepared.

A member firm of Ernst & Young Global
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Directors’ responsibilities for the financial statements

The directors are responsible, on behalf of the entity, for the preparation and fair presentation of the
consolidated financial statements in accordance with New Zealand equivalents to International Financial
Reporting Standards and International Financial Reporting Standards, and for such internal control as
the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

Auditor's responsibilities for the audit of the financial statements

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

A further description of the auditor's responsibilities for the audit of the financial statements is located
at the External Reporting Board's website: https://www.xrb.govt.nz/standards-for-assurance-
practitioners/auditors-responsibilities/audit-report-1/. This description forms part of our auditor’s
report.

The engagement partner on the audit resulting in this independent auditor’s report is Bruce Loader.

Gk &

Chartered Accountants
Christchurch
28 August 2018

A member firm of Emst & Young Global



