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Independent auditor’s report to the Unitholders of each Portfolio within NZ Funds 
Advised Portfolio Service 

Opinion 

We have audited the financial statements of the portfolios comprising the NZ Funds Managed Portfolio Service, 

being: 

Core Cash Portfolio; 
Core Income Portfolio; 
Global Income Portfolio; 
Core Inflation Portfolio; 
Property Inflation Portfolio; 
Equity Inflation Portfolio; 
Core Growth Portfolio; 
Global Multi-Asset Growth Portfolio (“GMAGP”); 
Global Equity Growth Portfolio; and 
Dividend and Growth Portfolio 

(each a “Portfolio”, collectively the “Portfolios”) on pages 5 to 63, which comprise the balance sheet of each 
Portfolio as at 31 March 2020 (with the exception of GMAGP which is at 15 October 2019) (each referred to as 
“balance date”), and the statement of comprehensive income, statement of changes in equity and statement of 
cash flows for the year then ended of each Portfolio (with the exception of GMAGP which is for the period 1 April 
2019 to 15 October 2019) (each referred to as “period”), and the notes to the financial statements including a 
summary of significant accounting policies. 

In our opinion, the financial statements on pages 5 to 63 present fairly, in all material respects, the financial 
position of each Portfolio as at balance date and its financial performance and cash flows for the period then 
ended in accordance with New Zealand equivalents to International Financial Reporting Standards and 
International Financial Reporting Standards. 

This report is made solely to each Portfolio’s unitholders, as separate bodies. Our audit has been undertaken so 
that we might state to each Portfolio’s unitholders 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 each Portfolio and each Portfolio’s unitholders, as separate bodies, 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 Portfolios 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. 

Partners and employees of our firm may deal with the Portfolios on normal terms within the ordinary course of 
trading activities of the business of the Portfolios. We have no other relationship with, or interest in, the 
Portfolios. 

Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our audits of 
the financial statements of the current period. These matters were addressed in the context of our audits of the 
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 audits addressed the matter is provided in that 
context.
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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 audits 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 financial statements. 

Investments in Trading Portfolio Assets (including potential impact of COVID-19) – Key Audit 

Matter for all Portfolios other than GMAGP 

Why significant How our audit addressed the key audit matter  

► Each Portfolio’s trading portfolio assets represents 
in excess of 75% of its total assets.  

► As disclosed in the Portfolios’ accounting policies, 
detailed in Note 3 to the financial statements, these 
financial assets are recognised at fair value through 
profit or loss, in accordance with NZ IFRS 9 
Financial Instruments.  

► Market volatility can have a significant impact on 
the value of these financial assets and the financial 
statements, therefore the recognition and valuation 
of trading portfolio assets is considered a key area 
of audit focus. At and subsequent to 31 March 
2020 financial markets were significantly impacted 
by the COVID-19 pandemic and during this period 
they have experienced greater than usual volatility. 

► Disclosures regarding each Portfolio’s trading 
portfolio assets at 31 March 2020 are included in 
Notes 8, 10 and 11 in the financial statements and 
regarding the impact of market volatility on 
investments subsequent to balance date are 
included in Note 22 to the financial statements. 

Our audit procedures included: 

► Gaining an understanding of the processes used to 
record investment transactions and the revaluation of 
the trading portfolio assets. 

► For the Portfolios’ investments in trading portfolio 
assets, we:  

► reconciled the total of the Portfolios’ recorded 
value of each trading portfolio asset to the net 
asset value of that trading portfolio asset; 

► for a sample of investments held directly by each 
trading portfolio asset, obtained confirmation 
directly from the custodian or counterparty of the 
investment held and verified their exit prices at 31 
March 2020 to independent sources to provide 

evidence of the trading portfolio assets’ net asset 
value; and 

► tested a sample of applications and redemptions by 
the Portfolios to gain evidence of the 
appropriateness of the proportion of each trading 
portfolio asset held by each Portfolio. 

► Assessing whether the disclosures in the financial 
statements appropriately reflect the Portfolios’ exposure 
to financial instrument risk with reference to NZ IFRS 7 
Financial Instruments: Disclosures and the COVID-19 
related impacts on trading portfolio asset valuation. 

Investment transactions - Key Audit Matter for GMAGP 

Why significant How our audit addressed the key audit matter  

► GMAGP was wound up within the period. As a result 
a significant portion of our audit focused on the net 
trading losses incurred by GMAGP in relation to its 
trading portfolio assets during the period of its 
operations.  

► As disclosed in the accounting policies, detailed in 
Note 3 to the financial statements, GMAGP 
measured trading portfolio assets at fair value. 
GMAGP derecognised these assets upon sale. Upon 
derecognition, the difference between the net 
settlement amount and their recorded fair value 
was recorded as net trading gains/losses in 
accordance with NZ IFRS 9 Financial Instruments.  

► Disclosures regarding GMAGP’s net trading losses 
for the period ended 15 October 2019 are included 
in Note 13 to the financial statements. 

Our audit procedures included: 

► Gaining an understanding of the process used to record 
investment transactions. 

► Testing the gains and losses recorded on trading 
portfolio assets during the period by testing a sample of 
applications into and redemptions of the trading 
portfolio assets. 

► Assessing whether the disclosures in the financial 
statements appropriately reflect the requirements of NZ 
IFRS 9 Financial Instruments. 
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Emphasis of Matter for GMAGP only - Basis of Preparation of the Financial Statements 

The financial statements for GMAGP have been prepared on a realisation basis as described in Note 2 Basis of 
Preparation. This basis differs from the normal convention in that financial statements are usually prepared on 
the basis that the Portfolio will carry on business as a going concern. Under the cessation basis, the financial 
statements include adjustments to the net book value of assets, reducing them to the amounts expected to be 
realised, together with additional provisions and liabilities which will arise as a result of the Portfolio ceasing to 
trade. There were no adjustments required to the carrying values of assets and liabilities as a result of the 
Portfolio ceasing to trade. 

Our opinion is not qualified in this respect. 

Information other than the financial statements and auditor’s report 

The Manager of the Portfolios is responsible for the Annual Report, which includes information other than the 
financial statements and auditor’s report. 

Our opinion on the 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 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 during the audit, or otherwise appears to be materially misstated. 

If, based upon 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. 

Manager’s responsibilities for the financial statements 

The Manager is responsible for the preparation and fair presentation of the 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 Manager determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the Manager is responsible for assessing on behalf of each Portfolio the 
Portfolio’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 Manager either intends to liquidate a Portfolio or cease 
operations, or has no realistic alternative but to do so.  

Auditor’s responsibilities for the audit of the financial statements of Global Multi-Asset Growth 

Portfolio 

Our objectives are 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 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 financial statements. 

As part of an audit in accordance with International Standards on Auditing (New Zealand), the auditor exercises 
professional judgement and maintains professional scepticism throughout the audit. The auditor also: 

► Identifies and assesses the risks of material misstatement of the financial statements, whether due to 
fraud or error, designs and performs audit procedures responsive to those risks, and obtains audit 
evidence that is sufficient and appropriate to provide a basis for the auditor’s opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. 

► Obtains an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. 
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► Evaluates the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Manager. 

► Concludes on the appropriateness of the Manager’s use of the going concern basis of accounting. When 
such use is inappropriate and the Manager uses an alternative basis of accounting, we conclude on the 
appropriateness of the Manager’s use of the alternative basis of accounting. We also evaluate the 
adequacy of the disclosures describing the alternative basis of accounting and reasons for its use. Our 
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. 

► Evaluates the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events in a 
manner that achieves fair presentation. 

The auditor communicates with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that the auditor identifies during the audit.  

The auditor also provides those charged with governance with a statement that the auditor has complied with 
relevant ethical requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on the auditor’s  independence, and where applicable, related 
safeguards. 

From the matters communicated with those charged with governance, the auditor determines those matters that 
were of most significance in the audit of the financial statements of the current period and are therefore the key 
audit matters. The auditor describes these matters in the auditor’s report unless law or regulation precludes 
public disclosure about the matter or when, in extremely rare circumstances, the auditor determines that a 
matter should not be communicated in the auditor’s report because the adverse consequences of doing so would 
reasonably be expected to outweigh the public interest benefits of such communication. 

Auditor’s responsibilities for the audit of the financial statements except for Global Multi-Asset 

Growth Portfolio 

Our objectives are 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 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 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-2/. This description forms part of our auditor’s report. 

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

 
 
Chartered Accountants 
Auckland 
10 July 2020 




























































































































