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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 24, which comprise the 
consolidated statement of financial position of the group as at 30 June 2019, 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 24 present fairly, in all material 
respects, the consolidated financial position of the group as at 30 June 2019 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 group, has performed a review of the interim financial 
statements and performs agreed upon procedures in relation to 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 



A member firm of Ernst & Young Global Limited 

 

 

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. 

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 

Why significant How our audit addressed the key audit matter  

At 30 June 2019, the consolidated statement 
of financial position includes biological assets 
(live salmon) of $78.2 million with an 
estimated biomass of 5,173 metric tonnes 
measured at fair value less costs to sell.  This 
includes a fair value increase above cost of 
$33.9 million in the carrying amount. 

This is a key audit matter because the group’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: 

► future biomass growth to harvest; 

► future fish mortalities;  

► forecast sales prices;  

► costs to harvest date and sale;  

► sales product mix; and 

► use of a weight-based methodology, in 
calculating the present value of estimated 
gross margin on future fish sales. 

Disclosures in relation to biological assets are 
included in Note 15 to the group financial 
statements. 

In considering the valuation of live salmon 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 
group 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 calculations in the 
valuation model and of the discount rate 
used; and 

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

In considering live salmon existence we: 

► tested controls over fish count recording of 
transfers from a fresh water farm to sea 
farms; 

► considered the key inputs used by the group 
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 group in the 
livestock recording system to source data; 

► performed analytical procedures over feed 
conversion to biomass;  
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► considered the accuracy of previous internal 
forecasts of average fish weight and quantity 
of fish harvested compared to the livestock 
recording system; and 

► considered the appropriateness and 
sufficiency of biological assets disclosures 
included in the group financial statements. 

Goodwill impairment assessment 

Why significant How our audit addressed the key audit matter 

At 30 June 2019, the consolidated statement 
of financial position includes goodwill arising in 
business combinations of $39.3 million, 
assigned to three cash generating units 
(CGUs). 

This is a key audit matter because the annual 
impairment assessment of goodwill involves 
significant judgements related to future cash 
flow forecasts, discount rate and terminal 
growth rate assumptions. 

Disclosures in relation to goodwill are included 
in Note 17 to the group financial statements. 

In obtaining sufficient, appropriate audit evidence 
we: 

► evaluated the basis of the group’s CGU 
determination; 

► assessed the allocation of assets and goodwill 
to CGUs; 

► evaluated the appropriateness of key 
assumptions; 

► tested the mathematical accuracy of future 
cash flow forecasts; 

► involved our valuation specialists in assessing 
the discount rate and terminal growth rate 
applied; 

► agreed relevant valuation inputs 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 (EBITDA), renewal periods 
of sea farm licence consents, weighted 
average cost of capital (WACC) 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 and 
sufficiency of goodwill disclosures included in 
the group financial statements. 
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Valuation of sea farm related assets 

Why significant How our audit addressed the key audit matter 

At 30 June 2019, the consolidated statement 
of financial position includes sea farm assets 
recorded within property, plant and equipment 
of $16.9 million, and related marine licences 
and resource consents recorded within 
intangible assets of $3.4 million. 

This is a key audit matter because the annual 
assessment of remaining useful lives, 
amortisation periods and identification of 
indicators of impairment involves significant 
judgements related to future sea farm use, 
marine licence and resource consent renewal 
and environmental compliance. 

Disclosures in relation to intangibles and 
property, plant and equipment are included in 
Note 17 and 16 respectively to the group 
financial statements. 

In obtaining sufficient, appropriate audit evidence 
we: 

► considered the group’s assessment of 
compliance with resource consents relating to 
sea farms; 

► evaluated the appropriateness of key 
assumptions used by the group in their 
assessment of indicators of impairment of 
intangibles and property, plant and 
equipment; 

► evaluated the appropriateness of key 
assumptions used by the group in their 
determination of remaining useful lives of 
significant sea farm assets; and 

► considered the appropriateness and 
sufficiency 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. 

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 
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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 
liquidate 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. 

 
 
 
Chartered Accountants 
Christchurch 
28 August 2019 




