










































































 

PricewaterhouseCoopers, PwC Tower, 15 Customs Street West, Private Bag 92162, Auckland 1142 New Zealand 
T: +64 9 355 8000, www.pwc.co.nz 

 
To the shareholders of Restaurant Brands New Zealand Limited 
 
Our opinion  
In our opinion, the accompanying financial statements of Restaurant Brands New Zealand Limited (the 
Company), including its subsidiaries (the Group), present fairly, in all material respects, the financial 
position of the Group as at 31 December 2021, 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) and International Financial Reporting Standards (IFRS).  

What we have audited 
The Group's financial statements comprise: 

 the consolidated statement of financial position as at 31 December 2021; 

 the consolidated statement of comprehensive income for the year then ended; 

 the consolidated statement of changes in 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. 

Basis for opinion  
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs 
(NZ)) and International Standards on Auditing (ISAs). Our responsibilities under those standards are 
further described in the responsibilities for the audit of the financial statements section of our 
report.  

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

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) (PES 1) issued by the New Zealand Auditing and Assurance Standards 
Board and the International Code of Ethics for Professional Accountants (including International 
Independence Standards) issued by the International Ethics Standards Board for Accountants (IESBA 
Code), and we have fulfilled our other ethical responsibilities in accordance with these requirements.  

Our firm carries out other services for the Group in the areas of specified procedures on landlord 
certificates and review of the Yum! Advertising co-operative report. 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 Group. These relationships and provision of other services has not impaired our 
independence as auditor of 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. 

  



 

PwC 38 

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

Goodwill impairment tests for KFC 
Australia and KFC and Taco Bell 
California 

As at balance date, the Group has 
recognised goodwill of $112.8 million 
relating to KFC Australia and $27.8 million 
relating to KFC and Taco Bell California. 
The Australian business unit has been 
impacted by COVID-19 during the year, 
which has had a significant adverse effect 
on trading circumstances due to extended 
lockdown restrictions causing store 
closures and reducing sales and 
profitability. As the California business unit 
was acquired in September 2020 with 
FY21 being the first full year of trading 
under the Group, the impairment model is 
sensitive to small changes in 
assumptions. 

Management performed an annual 
impairment assessment using discounted 
cash flow value in use (VIU) models to 
determine whether the carrying value of 
assets held by these cash generating 
units (CGUs) are recoverable. The 
discounted cash flows are based on the 
four year budgets approved by the Board 
of Directors. 

Our audit focussed on the KFC Australia 
CGU due to the impacts of COVID-19 and 
the inherent judgement involved in 
estimating future business performance, 
which includes certain key assumptions 
such as sales growth, EBITDA margin, 
EBITDA margin terminal year, terminal 
growth rate and the discount rate. We 
focussed on the California CGU due to it 
being recently acquired as well as the 
ongoing impacts of COVID-19 on the 
business. 

The recoverable amount based on the 
VIU model was higher than the carrying 
value of both CGUs and as a result, no 
impairment charge was recognised. 

In addressing the estimation and judgements in 
relation to future performance of the KFC Australia 
and KFC and Taco Bell CGUs, our audit procedures 
included: 

 Gaining an understanding of the business process 
applied by management in preparing the 
impairment assessment; 

 
profitability against the original budgeted 
performance to determine the reliability of the 
budgeting process and considering the impact on 
forecast performance; 

 Agreeing forecast future performance included in 
the impairment assessments to four year budgets 
approved by the Board of Directors; 

 Challenging key assumptions used in the VIU 
model in relation to sales growth, costs and 
EBITDA margins, terminal year sales and EBITDA 
growth and discount rate, and assessing whether 
these are reasonable by understanding strategic 
and operational initiatives underway, along with 
reviewing recent monthly performance trends to 
assess the recovery in sales upon stores re-
opening; 

 Evaluating whether corporate costs had been 
allocated appropriately and included in the cash 
flows for each CGU; 

 
expert, assessing the appropriateness of the 
terminal growth and discount rates as well as 
considering industry trends and external market 
forecasts for the industry; 

 Testing the calculation of the carrying amounts of 
the CGU assets; 

 Performing a sensitivity analysis over key 
assumptions to determine whether reasonably 
possible changes would result in impairment of 
goodwill; and 

 Reviewing the financial statements to ensure 
appropriate identification and disclosure of key 
assumptions. 
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Description of the key audit matter How our audit addressed the key audit matter 

For the KFC Australia CGU, any 
reasonably possible change in the key 
assumptions used in the calculations 
would not cause the carrying amount to 
exceed its recoverable amount. For the 
KFC and Taco Bell California CGU, an 
increase from 8% to 8.1% in the weighted 
average post-tax cost of capital would 
cause the carrying amount to equal its 
recoverable amount. 

Refer to note 15 of the financial 
statements. 

Impairment assessment of restaurant 
property, plant and equipment and 
right of use assets for KFC Australia  

As disclosed in note 13, the Group has 
recognised property, plant and equipment 
of $81.9 million and right of use assets of 
$152.9 million relating to KFC Australia. 

Accounting standards require an entity to 
assess at the end of each reporting period 
whether there is any indication that an 
asset may be impaired. For the purposes 
of restaurant property, plant and 
equipment and right of use asset 
impairment testing, each individual 
restaurant is considered to be a separate 
CGU. 

The Group has identified impairment 
indicators for certain restaurants in KFC 
Australia which have experienced 
prolonged closure periods due to COVID-
19 restrictions. For these restaurants, 
management has performed value in use 
calculations to assess whether the 
associated carrying amounts of restaurant 
property, plant and equipment and right of 
use assets are recoverable.  

This area is a key focus of our audit due 
to the inherent judgement in assumptions 
used in impairment testing including the 
uncertainty as to the ongoing impact of 
COVID-19 on forecast sales, costs and 
EBITDA margins for each restaurant. 

Our audit procedures included: 

 Considering the appropriate composition of each 
cash-generating unit; 

 Gaining an understanding of the business process 
applied by management in preparing the 
impairment assessment; 

 Reviewing monthly restaurant performance data to 
analyse how stores have recovered where 
COVID-19 related restrictions have been eased; 

 
and profitability against the original budgeted 
performance to determine the reliability of the 
budgeting process and considering the impact on 
forecast performance and understanding the 
impacts of COVID-19 on operations during the 
year; 

 Challenging key assumptions used in the VIU 
model in relation to sales growth, EBITDA margin, 
EBITDA margin terminal year, terminal growth rate 
and discount rate by performing sensitivity 
analyses; 

 Challenging key assumptions used within the 
impairment indicators assessment such as 
forecast sales, costs and margin assumptions and 
assessing whether these are reasonable when 
taking into account ongoing uncertainty from 
COVID-19. This includes considering the potential 
for future restaurant closures and the impact of 
this on future sales and recovery of costs; and 

 Considering whether the disclosures in the 
financial statements complied with the 
requirements of the accounting standards. 



 

PwC 40 

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

The key assumptions used in 

models for restaurants identified to have 
impairment indicators are sales growth, 
EBITDA margin, EBITDA margin terminal 
year, terminal growth rate and discount 
rate. 

There was no impairment recorded as a 
result of the impairment tests of individual 
restaurant property, plant and equipment 
and right of use assets as the recoverable 
amounts exceeded the carrying amounts. 

 
Our audit approach 

Overview 

 

Overall group materiality: $3.282 million, which represents approximately 
5% of profit before taxation. 

We chose profit before taxation 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: 

 
in New Zealand, Australia, Hawaii and California based on their 
financial significance;  

 Performed specified audit procedures and analytical review 
procedures over three of the remaining entities. 

As reported above, we have two key audit matters, being: 

 Goodwill impairment tests for KFC Australia and KFC and Taco Bell 
California 

 Impairment assessment of restaurant property, plant and equipment 
and right of use assets for KFC Australia 

As part of designing our audit, we determined materiality and assessed the risks of material 
misstatement in the financial statements. In particular, we considered where management made 
subjective judgements; for example, in respect of significant accounting estimates that involved 
making assumptions and considering future events that are inherently uncertain. As in all of our audits, 
we also addressed the risk of management override of internal controls, including among other 
matters, consideration of whether there was evidence of bias that represented a risk of material 
misstatement due to fraud. 
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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 
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 aggregate, on the financial statements as a whole. 

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. We performed full-
scope 
Hawaii. 

The materiality levels applied in the full scope audits of the principal business units were calculated by 
reference to a portion of Group materiality appropriate to the relative scale of the business concerned.  

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 financial statements and our 

comprised the Historical Summary, Consolidated Income Statement, Non-GAAP Financial Measures 
ng other information is expected to be made available to us 

after that date. 

Our opinion on the financial statements does not cover the other information and we do not and will 
not express any form of audit opinion or 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 to be materially 
misstated.  

If, based on the work we have performed on the other information that we obtained prior to the date of 
 are 

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

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 financial statements 
The Directors are responsible, on behalf of the Company, for the preparation and fair presentation of 
the financial statements in accordance with NZ IFRS and IFRS, and for such internal control as the 
Directors determine is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error.  

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.   
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Our objectives are to obtain reasonable assurance about whether the financial statements, as a 

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 ISAs 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 our responsibilities for the audit of the financial statements is located at the 

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

Who we report to

undert
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 Com
audit work, for this report or for the opinions we have formed.

Cameron. 

For and on behalf of: 

Chartered Accountants Auckland
28 February 2022


