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PricewaterhouseCoopers, PwC Centre, 109 Ward Street, 

PO Box 191, Hamilton 3240, New Zealand 

+64 7 838 3838 

 pwc.co.nz 

Independent auditor’s report 

To the members of First Credit Union Incorporated 

Our opinion 

In our opinion, the accompanying general purpose financial report of First Credit Union Incorporated (the Credit 

Union), including its subsidiary (the Group), presents fairly, in all material respects: 

• the financial position of the Group as at 30 June 2026, its financial performance, and its cash flows for the year 

then ended; and 

• the service performance for the year ended 30 June 2026 in that the service performance information is 

appropriate and meaningful and prepared in accordance with the Credit Union’s measurement bases or 

evaluation methods 

in accordance with Public Benefit Entity Standards issued by the New Zealand Accounting Standards Board (the 

applicable financial reporting framework). 

What we have audited  

The general purpose financial report which comprises: 

• The consolidated financial statements (the financial statements), including:  

– the consolidated statement of financial position as at 30 June 2026; 

– the consolidated statement of comprehensive revenue and expense for the year then ended;  

– the consolidated statement of changes in net assets/equity for the year then ended; 

– the consolidated statement of cash flows for the year then ended; and 

– the notes to the financial statements, which include significant accounting policies and other 

explanatory information. 

• The consolidated statement of service performance (the service performance information) for the year ended 30 

June 2026. 

Basis for opinion 

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

the audit of the service performance information in accordance with the ISAs (NZ) and New Zealand Auditing 

Standard 1 (Revised) The Audit of Service Performance Information (NZ AS 1 (Revised)). Our responsibilities 

under those standards are further described in the Auditor’s responsibilities for the audit of the general purpose 

financial report section of our report.  

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

We are independent of the Group 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 (PES 1) as applicable to audits of financial statements of 

public interest entities. We have also fulfilled our other ethical responsibilities in accordance with PES 1. 

In our capacity as auditor and assurance practitioner, our firm also provides other assurance services, and other 

services relating to statutory supervisor reporting. In addition, certain partners and employees of our firm may deal 

with the Group on normal terms within the ordinary course of trading activities of the business. The firm has no 

other relationship with, or interests in, the Group. 

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 year. 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. 

Description of the key audit matter How our audit addressed the key audit matter 

Provision for impairment of loans to members 

Loans to members of $358 million (FY25: $356 million) net of 
provision for impairment as disclosed in Note 4.1 to the financial 
statements, represent the Credit Union's core activity and is a 
significant asset. The accounting policy for the provision for 
impairment of loans to members is disclosed in Note 4.2(f) of 
the financial statements. 

The Credit Union may be exposed to credit losses from loans 
which become overdue, or are in default. Determining an 
appropriate ECL provision is an area of significant management 
estimation and judgement. 

An impairment model prepared in accordance with PBE IPSAS 
41 Financial Instruments requires entities to estimate a 
provision for ECL based on unbiased forward-looking 
information over a range of possible outcomes. ECL are 
probability-weighted estimates of cash shortfalls expected to 
result from defaults over the relevant timeframe of the asset. 
The standard requires the Credit Union to determine the 
measurement of ECL by evaluating a range of possible 
outcomes taking into account the time value of money, and 
available information about past events, current conditions, and 
forecasts of future economic conditions.  

The Credit Union calculates the provision for ECL at each 
reporting date to assess the level of expected credit loss. 
Management determines an individual impairment allowance 
provision, and for those loans not specifically provided for, a 
collective impairment allowance. 

In determining the individual impairment allowance, 
management individually assesses and specifically provisions 
for these loans on a loan-by-loan basis based on the status of 
their collection efforts.  

The collective impairment allowance is based on a calculation of 
expected credit loss which is based on a three-stage approach. 
The ECL is calculated in stages depending on the level of credit 
deterioration. Management has adopted the rebuttable 
presumption that the credit risk has increased significantly since 
initial recognition when contractual payments are between 31 to 
90 days in arrears (Stage 2). If contractual payments are more 
than 90 days in arrears or in default, this is Stage 3. Where 
there is no additional credit risk, this is Stage 1.  

Our audit procedures included the following: 

• we obtained an understanding of the lending process and
particularly the process for assessing the recoverability of
loans to members and the calculation of the provision for
impairment. This included evaluating the design
effectiveness of relevant controls for the impairment
calculation and provisioning of loans to members and
inspecting evidence whether the relevant controls had
been implemented, and

• for a sample of new loans, and a sample of higher value
loans irrespective of their origination date, we inspected
the loan agreement, security provided (including
assessing the valuation of the security), and other
available information used to record the loan into the
system, including that the loan was recorded accurately
and was approved.

With the assistance of our PwC actuarial expert, we performed 
the following audit procedures amongst others:  

For the individual impairment allowance model, we: 

• reperformed management’s calculation of the individual
impairment allowance for individual loans;

• validated management’s assumptions about the expected
recoveries to test the basis of measuring individually
assessed provisions;

• assessed the completeness of loans identified for
individual impairment allowance by testing a sample of
personal loan exposures to determine whether the
appropriate staging criteria was applied by considering
the amount in arrears and repayment history; and

• considered whether there were any events occurring
subsequent to the balance date that impact on the
provision for ECL.

For the collective impairment allowance model, we: 

• assessed the appropriateness of methodologies and their
application in the related model against the requirements
of PBE IPSAS 41;

• for a sample of personal loan exposures, assessed the
reasonableness of the assigned stage considering the
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Description of the key audit matter How our audit addressed the key audit matter 

At each stage an ECL is calculated which is based on a range 
of assumptions. 

The assumptions that we focused our audit on include those 
with greater levels of management judgement and for which 
variations have the most significant impact on the provision for 
ECL. Specifically, these included the model inputs for the 
probability of default (PD) and loss given default (LGD) 
parameters. Other assumptions include the forward-looking 
adjustment to the PD parameters, the macroeconomic 
scenarios (MES) used (including the macro-economic variables 
forecasts and weightings of macro-economic scenarios), and 
whether or not any model adjustments are required to the 
modelled output.  

We consider this a key audit matter because estimating the $3 
million provision involved significant judgement over the PD and 
LGD assumptions, and required significant audit effort, including 
assistance from our actuarial expert. 

Refer to Note 4.2(f) to the financial statements which explains 
the accounting estimates and judgements in determining the 
ECL provision for loans to members. 

amount in arrears and repayment history; 

• tested a sample of critical data elements used in the ECL
calculation to ensure the completeness and accuracy of
the model;

• challenged the basis for determining the significant
assumptions applied; and

• assessed the appropriateness of certain historical data
and forward looking information incorporated into the ECL
model, including the MES developed, weightings of
possible outcomes, and underlying forecasts applied
against current market conditions, and other available
evidence.

In relation to management’s assessment that the ECL 
allowance on loans to members secured by real estate was nil, 
we:  

• tested the mathematical accuracy of management’s
stress testing of the related loans where a 20% reduction
in property values did not result in a material potential
loss to the Credit Union; and

• for a sample of related loans, assessed the valuation of
the security.

We also assessed the reasonableness of the disclosures 
against the requirements of the accounting standards. 

Our audit approach 

Overview 

Overall group materiality: $5,400,000, which represents approximately 1% of total assets. 

The Group is an asset-based organisation managing the assets of its members for their benefit. The 
Group generates the majority of its revenue and other income from interest on these assets. We chose 
total assets as the benchmark because, in our view, it is the benchmark against which the performance 
of the Group is most commonly measured by users and is a generally accepted benchmark. 

Following our assessment of the risk of material misstatement, we: 

• Selected First Credit Union Incorporated for a full scope audit, comprising the principal business unit.

• Performed specified procedures over the equity accounted investment in joint venture

As reported above, we have one key audit matter, being: 

• Provision for impairment of loans to members

Materiality 

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable 

assurance about whether the financial statements are free from material misstatement. Misstatements may arise 

due to 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 the financial statements. 

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the 

overall group materiality for the financial statements as a whole as set out above. These, together with qualitative 

considerations, helped us to determine the scope of our audit, the nature, timing and extent of our audit 

procedures, and to evaluate the effect of misstatements, both individually and in the aggregate, on the financial 

statements as a whole. 
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How we tailored our group audit scope 

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the 

financial statements as a whole, taking into account the structure of the Group, the accounting processes and 

controls, and the industry in which the Group operates. 

Other information 

The Directors are responsible for the other information. The other information comprises the information included 

in the Annual Report, but does not include the general purpose financial report and our auditor’s report thereon. 

The Annual Report is expected to be made available to us after the date of this auditor’s report.  

Our opinion on the general purpose financial report does not cover the other information and we will not express 

any form of audit opinion or assurance conclusion thereon.  

In connection with our audit of the general purpose financial report, our responsibility is to read the other 

information and, in doing so, consider whether the other information is materially inconsistent with the general 

purpose financial report or our knowledge obtained in the audit, or otherwise appears to be materially misstated. 

When we read the other information not yet received, if we conclude that there is a material misstatement therein, 

we are required to communicate the matter to the Directors and use our professional judgement to determine the 

appropriate action to take. 

Responsibilities of the Directors for the general purpose financial report 

The Directors are responsible, on behalf of the Credit Union, for the preparation and fair presentation of the general 

purpose financial report in accordance with the applicable financial reporting framework, and for such internal 

control as the Directors determine is necessary to enable the preparation of the general purpose financial report

that is free from material misstatement, whether due to fraud or error.  

The Directors are also responsible, on behalf of the Credit Union, for the service performance information, 

including:  

• the selection of elements/aspects of service performance, performance measures and/or descriptions and

measurement bases or evaluation methods that present service performance information that is appropriate and

meaningful in accordance with PBE FRS 48 Service Performance Reporting;

• the preparation and fair presentation of service performance information in accordance with the Credit Union’s

measurement bases or evaluation methods, in accordance with the applicable financial reporting framework; and

• the overall presentation, structure and content of the service performance information in accordance with the

applicable financial reporting framework.

• In preparing the general purpose financial report, the Directors are responsible for assessing 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 to cease operations, or

have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the general purpose financial report 

Our objectives are to obtain reasonable assurance about whether the general purpose financial report, as a whole, is 

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) and NZ AS 1 (Revised) 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 or 

collectively, they could reasonably be expected to influence the economic decisions of users taken on the basis of 

this general purpose financial report.  
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A further description of our responsibilities for the audit of the general purpose financial report is located at the 

External Reporting Board’s website at: 

https://www.xrb.govt.nz/standards/assurance-standards/auditors-responsibilities/audit-report-9-1/ 

This description forms part of our auditor’s report. 

Who we report to 

This report is made solely to the members, as a body. Our audit work has been undertaken so that we might state 

those matters which 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 Credit Union and the 

members, 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 Matthew White. 

For and on behalf of: 

PricewaterhouseCoopers Hamilton 

23 September 2026 




