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Independent Auditor’s Report 
To the shareholder of Liberty Financial Limited 

Report on the financial statements 

Opinion 

In our opinion, the accompanying financial 

statements of Liberty Financial Limited (the 

“Company”) on pages 3 to 23: 

i. present fairly in all material respects the 

Company’s financial position as at 30 June 2020 

and its financial performance and cash flows for 

the year ended on that date; and 

ii. comply with New Zealand equivalents to 

International Financial Reporting Standards and 

International Financial Reporting Standards.   

We have audited the accompanying financial 

statements which comprise: 

— the statement of financial position as at 30 

June 2020; 

— the statement of profit or loss and other 

comprehensive income, changes in equity and 

cash flows for the year then ended; and 

— notes, including a summary of significant 

accounting policies and other explanatory 

information. 

 

 Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (“ISAs (NZ)”). We 

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

We are independent of the Company 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 the 

International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (the “IESBA 

Code”), and we have fulfilled our other ethical responsibilities in accordance with these requirements and the 

IESBA Code.  

Our responsibilities under ISAs (NZ) are further described in the “Auditor’s responsibilities for the audit of the 

financial statements” section of our report. 

Our firm has also provided other services to the Company in relation to taxation services, regulatory assurance 

services in relation to an audit of the Company’s register, and supervisor reporting including an agreed upon 

procedures engagement. Subject to certain restrictions, partners and employees of our firm may also deal with 

the Company on normal terms within the ordinary course of trading activities of the business of the Company. 

These matters have not impaired our independence as auditor of the Company. The firm has no other 

relationship with, or interest in, the Company. 

 Materiality 

The scope of our audit was influenced by our application of materiality. Materiality helped us to determine the 

nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both individually 

and on the financial statements as a whole. The materiality for the financial statements as a whole was set at 

$118,100 determined with reference to a benchmark of the Company’s net assets. We chose the benchmark 

because, in our view, this is a key financial benchmark for users of the Company’s financial statements.  
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 Key audit matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit 

of the financial statements in the current period. We summarise below those matters and our key audit 

procedures to address those matters in order that the shareholder as a body may better understand the process 

by which we arrived at our audit opinion. Our procedures were undertaken in the context of and solely for the 

purpose of our statutory audit opinion on the financial statements as a whole and we do not express discrete 

opinions on separate elements of the financial statements.  

Key changes in the assessment of audit risk due to the COVID-19 pandemic 

The COVID-19 pandemic has created significant additional risks across a number of areas of the Company’s 

operations, particularly the assessment of the provision for credit impairment. All forward-looking assumptions 

are inherently more uncertain during these unprecedented times. While the key audit matter “Provision for 

impairment of financial assets”, detailed below, is unchanged from last year, the underlying audit risk has 

increased which impacted the extent and nature of audit evidence that we had to gather.  

The key audit matter How the matter was addressed in our audit 

Provision for impairment of financial assets 

Refer to Notes 13 and 18 (a) to (e) to the financial 

statements. 

Estimation of provision for impairment of financial 

assets is a key audit matter owing to the financial 

significance of financial assets to the Company’s 

financial position, the high degree of complexity 

and judgement applied by management in 

determining the provision and the high level of 

subjectivity involved in estimating the provision for 

impairment. 

Due to the COVID-19 pandemic and the resulting 

economic disruption, the judgement and 

complexity is heightened in respect of assessing 

the impact of the economic disruption on the 

ability of borrowers of repay their loan obligations, 

security valuation and the underlying assumptions 

used to estimate these.  

 

 

We held discussions with management to understand:  

— the processes and controls to monitor overdue accounts, 

review credit risk and model validations;  

— management’s process to challenge the assumptions 

used in the estimation of provision for impairment; and  

— the impact that COVID-19 has had on the Company’s 

borrowers, and the impact it has had on the provision for 

impairment.  

We examined the portfolio arrears profile and tested a 

sample of overdue loans to check the accuracy of arrears 

profile and assess any potential changes in the underlying 

risk profile of lending, as well as the collateral valuation.  

We assessed the Company’s methodology used in the 

expected credit loss model to calculate credit provision on a 

portfolio basis, and compared it against the requirements of 

NZ IFRS 9 Financial Instruments. Our work on collective 

impairment provision focussed on: 

— testing key inputs, with support from our technical 

specialists, used in the collective impairment provision 

calculated at a portfolio level;  

— performing an independent re-calculation of the key 

inputs such as probability of defaults, loss given default, 

and exposure at default; 

— understanding the Company’s methodology and process 

to incorporate additional adjustments to the provision for 

impairment, representing the increased credit risk 

resulting from the economic disruption caused by 

COVID-19; 
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The key audit matter How the matter was addressed in our audit 

— understanding and assessing the impact of changes to 

the underlying key inputs on the estimated provision for 

impairment; and  

— benchmarking the provision for collective impairment 

against available market information. 

 Other information 

The Directors, on behalf of the Company, are responsible for the other information included in the general 

purpose annual financial report. Other information includes the results and review of operations included in the 

director’s report and the directors’ declaration. Our opinion on the financial statements does not cover any other 

information and we do not express any form of assurance conclusion thereon.  

In connection with our audit of the financial statements our responsibility is to read the other information and, in 

doing so, consider whether the other information is materially inconsistent with the financial statements or our 

knowledge obtained in the audit or otherwise appears materially misstated. If, based on the work we have 

performed, we conclude that there is a material misstatement of this other information, we are required to 

report that fact. We have nothing to report in this regard.  

 Use of this independent auditor’s report 

This independent auditor’s report is made solely to the shareholder as a body. Our audit work has been 

undertaken so that we might state to the shareholder those matters we are required to state to them in the 

independent 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 shareholder as a body for our audit work, this independent 

auditor’s report, or any of the opinions we have formed.   

 Responsibilities of the Directors for the financial statements 

The Directors, on behalf of the Company, are responsible for: 

— the preparation and fair presentation of the financial statements in accordance with generally accepted 

accounting practice in New Zealand (being New Zealand equivalents to International Financial Reporting 

Standards) and International Financial Reporting Standards; 

— implementing necessary internal control to enable the preparation of a set of financial statements that is 

fairly presented and free from material misstatement, whether due to fraud or error; and 

— assessing the ability to continue as a going concern; this includes disclosing, as applicable, matters related 

to going concern and using the going concern basis of accounting unless they either intend to liquidate or to 

cease operations, or have no realistic alternative but to do so. 

 Auditor’s responsibilities for the audit of the financial statements 

Our objective is: 

— to obtain reasonable assurance about whether the financial statements as a whole are free from material 

misstatement, whether due to fraud or error; and 

— to issue an independent auditor’s report that includes our opinion. 



 

 
 
 
 

  28 
 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance 

with ISAs NZ will always detect a material misstatement when it exists. 

Misstatements can arise from fraud or error. They 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 

financial statements. 

A further description of our responsibilities for the audit of these financial statements is located at the External 

Reporting Board (XRB) website at: 

http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-2/  

This description forms part of our independent auditor’s report. 

The engagement partner on the audit resulting in this independent auditor's report is Jamie Munro.  

For and on behalf of 

  

 

KPMG  
Auckland 
25 September 2020 
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