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INDEPENDENT AUDITOR’S REPORT  

 

To the Unitholders of Midlands Income Fund 

  

Opinion   

 

We have audited the financial statements of Midlands Income Fund (the Fund) on pages 4 to 25, which 

comprise the statement of financial position as at 31 March 2023, and the statement of comprehensive 

income, statement of changes in equity and statement of cash flows for the year then ended, and notes to 

the financial statements, including a summary of significant accounting policies.  

 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 

position of the Fund as at 31 March 2023, and its financial performance and its cash flows for the year then 

ended in accordance with New Zealand equivalents to International Financial Reporting Standards (NZ 

IFRS). 

 

 

Basis for Opinion    

 

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

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 Fund in accordance with 

Professional and Ethical Standard 1 International Code of Ethics for Assurance Practitioners (including 

International Independence Standards) (New Zealand) 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.   

 

Other than in our capacity as auditor we have no relationship with, or interests in, the Fund.  

 

 

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 of the current period. These matters were addressed in the context of our 

audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a 

separate opinion on these matters.   

 

Key Audit Matter How we addressed the Key Audit Matter 

Provision for expected credit losses on mortgage advances 

▪ Mortgage advances represent a significant portion 

of the total assets of the Fund.   

▪ These assets are required by NZ IFRS 9 Financial 

Instruments (“NZ IFRS 9”) to be assessed for 

impairment using the expected credit loss model 

(“ECL model”).  The ECL model includes a 

Our audit procedures, among others, included: 

▪ Evaluating the design and implementation of 

key controls for mortgage advances including 

the initial advancing of mortgages and the 

ongoing monitoring of those advances, arrears 

and credit worthiness; 



 

 

 

Key Audit Matter How we addressed the Key Audit Matter 

Provision for expected credit losses on mortgage advances 

significant amount of judgement by management 

in estimating the expected credit losses. 

▪ In applying the ECL model, management analyses 

historical loss experience for each stage of the 

three-stage model (as disclosed in Note 7) and 

adjusts for forward looking information. 

▪ The ECL model has a high degree of complexity 

and subjectivity and therefore requires significant 

amount of audit effort to address the risks. 

▪ Testing loan details on a sample basis by 

agreeing non-financial data such as loan value, 

interest rate and maturity date to external 

confirmations or supporting loan 

documentation; 

▪ Assessing the Fund’s methodology used in the 

ECL model to calculate the provision against 

the requirements of NZ IFRS 9; 

▪ Evaluating and challenging management on 

the significant judgements and assumptions 

made by management in the ECL model; 

▪ Testing key inputs of the ECL model; 

▪ Assessing the Fund’s disclosures in Note 7 of 

the financial statements against the 

requirements of NZ IFRS 7 Financial 

Instruments: Disclosures. 

 

Going concern 

▪ The ability for the Fund to continue as a going 

concern requires ongoing management of the 

mortgage advances and repayments and of the 

Fund’s liquidity.  The specific liquidity risks facing 

the Fund are disclosed in Note 14. 

▪ The forecasting of future liquidity of the Fund 

requires significant judgement by the Manager 

including the undertaking of close daily monitoring 

of investor deposits and withdrawals activity, 

forecasting the future liquidity needs of the fund 

based on expected or historic investor and lending 

activity in the Fund.  

▪ We identified going concern as a significant risk 

requiring special audit consideration, including 

assessing the appropriateness of the underlying 

assumptions. 

Our audit procedures, among others, included: 

▪ Management’s going concern assessment, 

including the liquidity forecasting for a period 

at least twelve months from the date the 

financial statements are expected to be 

signed. 

▪ Critically evaluating management’s significant 

judgements on the expected investor patterns 

including expected and forecasted investor 

outflows and renewals. 

▪ Critically evaluating management’s significant 

judgements on expected borrowers’ behaviour 

on maturity including the repayment or 

renewal of maturing loans. 

▪ Comparing actual trends subsequent to 

balance date with management’s forecast to 

determine whether the forecast remains 

appropriate or further adjustments are 

required. 

▪ Evaluating the disclosures in Notes 2 and 14 

the Fund’s financial statements against the 

requirements of NZ IAS 1 Presentation of 

Financial Statements and FRS-44 New 

Zealand Additional Disclosures. 

 

 

 

Directors of the Manager’s Responsibilities for the Financial Statements 

 

The Directors of the Manager are responsible on behalf of the Fund for the preparation and fair presentation 

of the financial statements in accordance with NZ IFRS, and for such internal control as the Directors of the 

Manager 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 financial statements, the Directors of the Manager are responsible for assessing the Fund’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 of the Manager either intend to liquidate the 

Fund or to 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 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 ISAs (NZ) 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 ISAs (NZ), we exercise professional judgement and maintain 

professional scepticism throughout the audit. We also:   

 

▪ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud 

or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that 

is sufficient and appropriate to provide a basis for our 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.  

 

▪ Obtain 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 Fund’s internal control.  

 

▪ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management. 

 

▪ Conclude on the appropriateness of the use of the going concern basis of accounting by the Directors 

of the Manager and, based on the audit evidence obtained, whether a material uncertainty exists related 

to events or conditions that may cast significant doubt on the Fund's ability to continue as a going 

concern. If we conclude that a material uncertainty exists, we are required to draw attention in our 

auditor’s report to the related disclosures in the financial statements or, if such disclosures are 

inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the 

date of our auditor’s report. However, future events or conditions may cause the Fund to cease to 

continue as a going concern. 

 

▪ Evaluate 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.  

 

We communicate with the Directors of the Manager regarding, among other matters, the planned scope 

and timing of the audit and significant audit findings, including any significant deficiencies in internal control 

that we identify during our audit.   

 

We also provide the Directors of the Manager with a statement that we have 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 our independence, and where applicable, actions taken to 

eliminate threats or safeguards applied. 

 



 

 

 

The title ‘Partner’ conveys that the person is a senior member within their respective division and is among the group of persons who hold an equity interest 
(shareholder) in its parent entity, Findex Group Limited. The only professional service offering which is conducted by a partnership is external audit, conducted 
via the Crowe Australasia external audit division and Unison SMSF Audit. All other professional services offered by Findex Group Limited are conducted by a 
privately owned organisation and/or its subsidiaries.  
 

From the matters communicated with the Directors of the Manager, we determine 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. We describe these matters in our auditor’s report unless law or regulation precludes public 

disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should 

not be communicated in our report because the adverse consequences of doing so would reasonably be 

expected to outweigh the public interest benefits of such communication.  

 
Restriction on Use 
 
This report is made solely to the Fund's Unitholders, as a body. Our audit has been undertaken so that we 
might state to the Fund'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 the Fund and the Fund's Unitholders as a body, for our audit work, for this report, or 
for the opinions we have formed. 
 

 

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

 

For and on behalf of:  

 

 
 

Crowe New Zealand Audit Partnership  

CHARTERED ACCOUNTANTS 

10 August 2023 




