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Independent Auditor’s Report 
To the shareholders of Millennium & Copthorne Hotels New Zealand Limited 

Report on the audit of the consolidated financial statements 

Opinion 
In our opinion, the accompanying consolidated 
financial statements of Millennium & Copthorne 
Hotels New Zealand Limited (the ’company’) and its 
subsidiaries (the 'group') on pages  FIN1 to FIN 28: 

i. present fairly in all material respects the Group’s 
financial position as at 31 December 2019 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 consolidated 
financial statements which comprise: 

— the consolidated statement of financial position 
as at 31 December 2019; 

— the consolidated  statements of 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 group 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 (‘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 
consolidated financial statements section of our report. 

Our firm has also provided other services to the group in relation to taxation compliance and taxation advisory. 
Subject to certain restrictions, partners and employees of our firm may also deal with the group on normal terms 
within the ordinary course of trading activities of the business of the group. These matters have not impaired our 
independence as auditor of the group. The firm has no other relationship with, or interest in, the group.  

 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 consolidated financial statements as a whole. The materiality for the consolidated financial 
statements as a whole was set at $4.1million determined with reference to a benchmark of group profit before 
tax. We chose the benchmark because, in our view, this is a key measure of the group’s performance. 
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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 consolidated financial statements in the current period. We summarise below those matters and our key 
audit procedures to address those matters in order that the shareholders 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 consolidated financial statements as a whole and we do not 
express discrete opinions on separate elements of the consolidated financial statements 

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

1. Valuation of Hotel Land and Building assets  

Refer to note 9 of the 
consolidated financial 
statements.  

Hotel land and buildings of 
$546.2 million (representing 68% 
of net assets) are recognised at 
fair value in the financial 
statements. To establish fair 
value, each hotel is required to 
undergo an independent 
valuation on a tri-annual basis. In 
the intervening years, 
management complete an 
internal valuation assessment, 
and assess whether the carrying 
value of each hotel continues to 
reflect fair value.  

The external valuations and 
internal valuation assessments 
are based on discounted future 
cashflow models which include a 
number of assumptions taking 
into consideration future 
economic and market conditions. 
The key assumptions (including 
forecast growth, occupancy rates 
and revenue per available room) 
are inherently judgemental and 
consequently a change in the 
assumptions could have a 
material impact on the valuations 
and the carrying value of the 
hotel land and buildings. 

Our procedures on the independently valued hotels involved the following: 

− Using our own valuation specialist to assist us in assessing the 
appropriateness of the valuation model used, including compliance 
with relevant accounting standards and alignment to market practice.  

− We assessed the scope of work performed, competency, 
professional qualifications and experience of the external expert 
engaged by the group.  

− We challenged the key assumptions used within each valuation in 
determining the fair value of these hotel assets. This included a 
comparison of occupancy rates, revenue per available room, market 
growth and expected inflation with externally derived data including 
external hotel industry reports.  

− We also performed our own assessment of other key inputs such as 
estimated future costs, discount rates and terminal multipliers, and 
considered the external expert's estimates with historical hotel 
performance.  

− We performed sensitivities and break-even analysis on the key 
assumptions. 

Our testing indicated that the estimates and assumptions used were 
appropriate in the context of the group's property portfolio.  

For those hotels assets that were not independently valued within the tri-
annual valuation cycle, we performed the following procedures to ensure 
these assets continue to reflect fair value. 

− We reviewed the valuation methodology applied to the internal 
valuation models and involved our valuation specialists. 

− We reviewed key assumptions against budget, past performance and 
the previous external valuation and identified properties where there 
were indicators of a significant change in fair value.  

− Where indicators of a change in fair value were identified we 
performed a detailed review the internal valuation model applying 
procedures consistent with those we performed for external 
valuations.    

Our testing indicated that the estimates and assumptions used were 
appropriate in the context of the group's property portfolio. 
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 Other information 

The Directors, on behalf of the group, are responsible for the other information included in the entity’s Annual 
Report. Other information includes the Chairman’s Review, Managing Director’s Review, disclosures relating to 
corporate governance, the financial summary and the other information included in the Annual Report. Our 
opinion on the consolidated 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 consolidated financial statements our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the 
consolidated 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 received the Chairman's Review and have 
nothing to report in regards to it. The Annual Report is expected to be made available to us after the date of this 
Independent Auditor's Report and we will report the matters identified, if any, to those charged with 
governance. 

 Use of this independent auditor’s report 

This independent auditor’s report is made solely to the shareholders as a body. Our audit work has been 
undertaken so that we might state to the shareholders 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 shareholders 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 consolidated financial 

statements 
The Directors, on behalf of the company, are responsible for: 

— the preparation and fair presentation of the consolidated 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 consolidated 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 consolidated financial 

statements 
Our objective is: 

— to obtain reasonable assurance about whether the consolidated 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. 

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. 
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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 
consolidated financial statements. 

A further description of our responsibilities for the audit of these consolidated 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-1/  

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

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

For and on behalf of 

 

KPMG 
Auckland 

10 February 2020 

 

 

http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-1/
http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-1/


CHAIRMAN’S REVIEW 
 

Financial Performance & Financial Position 

 

Millennium & Copthorne Hotels New Zealand Limited (NZX:MCK) is pleased to report that, for the year ended 31 

December 2019, it generated a profit attributable to owners of the parent of $49.7  million (2018: $49.4 million).   

MCK also noted an increase in revenue for the year to $229.7 million (2018: $218.8 million).  Its 2019 profit before 

tax and non-controlling interests was $85.4 million (2018: $85.1 million) reflecting consistent performance in more 

challenging market conditions for its hotel and residential property development operations. Despite these 

challenges, MCK’s earnings per share increased to 31.39  cents per share (2018: 31.21 cents per share). 

As at 31 December 2019, MCK recorded shareholders’ funds excluding non-controlling interests of $715.3  million 

(2018: $640.3 million) and total assets of $1,008.2  million (2018: $898.2 million) with net asset backing (with land 

and building revaluations and before distributions) increasing to 451.78  cents per share (2018: 404.41 cents per 

share).  

 

New Zealand Hotel Operations 

In an environment which has seen increased inventory in key tourism centres coupled with a slowing in the growth 

of international visitors to New Zealand, the New Zealand hotels were able to maintain their revenue at levels seen 

over the past three years which totaled $126.6 million (2018: $126.5 million) and Revenue per Available Room 

(RevPAR) increasing slightly to $132.46 (2018: $130.63). Occupancy for the year remained steady at 80.8% (2018: 

80.9%). Gross Operating Profit decreased by 1.9 %.  This was due to increasing cost pressures during 2019 such 

as utility and payroll cost increases which are expected to continue into 2020.    

 

In 2019 MCK’s “book direct” and “think local” initiatives saw increases in the number of bookings made by 

customers directly with MCK.  This is an encouraging trend and one which MCK is keen to see improve further.  

Geographically, MCK’s marketing operations focused on diversifying its customer base originating from new and 

emerging markets such as South-East Asia and India. With some key markets showing signs of weakness, we 

believe that growth from such emerging markets will be a key factor in maintaining market share and growing 

future revenues.  

Within New Zealand itself, MCK was pleased with the performance of several of its regional hotels such as 

Kingsgate Hotel Dunedin, Copthorne Hotel Palmerston North, and Kingsgate Hotel Te Anau which traded 

positively during the year and indicate an increasing strength in such hotels.  

2019 also saw MCK’s talent pool upskilling with completions through the Service IQ programmes which assisted 

with retaining key operational staff at a number of our hotels.  MCK continues to be focused on development of 

employees in an environment where attracting and retaining skilled employees will continue to contribute to 

productivity gains.  

MCK is disappointed by the judgment in relation to the Accommodation Provider Targeted Rate handed down by 

the High Court last week.  We are reviewing our options with our external lawyers and will determine whether an 

appeal should be pursued in the next few weeks.   

 

CDL Investments New Zealand Limited (“CDLI”) 

 

CDLI announced an operating profit after tax for the year ended 31 December 2019 of $34.1 million (2018: $33.6 

million). This marks ten successive years of profit growth. Given slowing markets, this is a very creditable result 

and reflected a resourceful sales strategy in the latter half of 2019.   

MCK is encouraged that CDLI is progressing well with development works and has commenced sales at Dominion 

Road (South Auckland) and Kewa Road (North Shore) already.   



CDLI maintained its ordinary dividend to 3.5 cents per share which MCK will again take in cash when paid in May 

this year.   

 

Australia Update 

 

During 2019, six apartments at the Zenith Residences were sold and achieved attractive margins.  Other units are 

being actively marketed for sale and we expect that these sales will boost MCK’s 2020 results.  

Leasing of the remaining portfolio continues at an annual average occupancy rate of 92.6%.  The Board is targeting 

further sales in 2020.    

 

Dividend Announcement 

 

MCK’s Board has resolved to declare and pay all shareholders a fully imputed dividend of 7.5 cents per share 

which is the same as 2018 and reflects MCK’s stable earnings profile.  The dividend, payable to all shareholders, 

will be paid on 15 May 2020 with a record date of 8 May 2020. 

 

Outlook 

 

The recent travel issues associated with the Novel Coronavirus will impact on MCK’s first quarter operations and 

results.  A number of our hotels in high tourism areas are receiving cancellations from several Chinese operators 

as the Chinese and New Zealand Governments’ travel bans and other containment measures come into 

effect.  Cancellations received to date will result in revenue loss of between NZ$2 million and NZ$3 million with 

more cancellations expected for future months.  We have been advised that this revenue loss will not be covered 

by insurance.  Management is implementing urgent response plans to mitigate the effect of these cancellations. A 

health and safety plan is now in full effect at MCK’s hotels.  Given that the situation is extremely fluid, the Board 

will monitor the situation carefully and will update shareholders if the position changes.   

With increased hotel inventory in Auckland and other key tourism hotspots in New Zealand, MCK’s hotels will need 

to work resourcefully to ensure that they are well positioned in key segments throughout this year without the 

benefit of any major events in New Zealand until 2021 and with tourism coming off its historic peak.  We expect 

that MCK’s land development operations will deliver positive contributions to the bottom line during the coming year 

and sales of the Zenith Residences units will add to overall profitability.  

 

The Board will continue to oversee progress against Management’s targets closely to ensure that shareholders are 

able to receive positive returns despite what are expected to be difficult trading conditions during this year.  

 

On behalf of my fellow MCK directors, I thank all of MCK’s management and staff for their efforts in 2019.   

 

 
 

Colin Sim 

Chairman 

10 February 2020  



 

 

 

MILLENNIUM & COPTHORNE HOTELS NEW ZEALAND 

DELIVERS CONSISTENT PROFIT AND DIVIDEND TO SHAREHOLDERS 
 

Millennium & Copthorne Hotels New Zealand Limited (NZX: MCK) today reported its preliminary results 

for the year ended 31 December 2019 and announced a profit after tax and attributable to owners of 

the parent of $49.7 million on total revenue of $229.7 million. 

 

“The Board and I are pleased that we have been able to deliver a consistent profit result in what was a 

difficult year for our property development and hotel operations”, said MCK’s Chair Colin Sim.   

 

MCK’s results showed consistent occupancy, gross profit and yield across its hotel portfolio despite 

falling overseas visitor numbers.  Its majority-owned subsidiary CDL Investments also contributed to 

the profit result having made good sales progress in the second half of 2019.   

 

MCK’s Managing Director BK Chiu noted that the challenging factors that MCK had to overcome over 

the last two years would continue to have an effect for the foreseeable future.   

 

“Cost increases, a tight employment market and government policies impacted on our results during 

2019.  Tourism and the residential property market are now into their slower stages of the business 

cycle. Being nimble and the ability to flex our organization and processes on both costs and revenue, 

will help us to achieve meaningful productivity gains. These are being implemented with People, Planet 

and Profit lines of sight metrics and to deliver outstanding service experiences to our guests and 

customers,” he said.  

 

Mr. Chiu said that MCK was disappointed by the judgment in relation to the Accommodation Provider 

Targeted Rate handed down by the High Court last week and would review its options with MCK’s 

external lawyers as to whether to appeal the decision.  

  

MCK has resolved to maintain its fully imputed dividend of 7.5 cents per share to all shareholders. The 

dividend will be paid to shareholders on 15 May 2020. The record date will be 8 May 2020.  

 

Mr. Sim noted that the Novel Coronavirus issues including the government travel bans were impacting 

on MCK’s operations and future bookings.  Several MCK hotels had received cancellations and the 

revenue lost to date would be between $2 million to $3 million which would not be covered by 

insurance.  MCK was therefore implementing mitigation measures in place urgently and the Board 

would be monitoring the situation carefully.   

 



He also said that the MCK Board would continue to oversee progress to ensure that shareholders were 

able to receive positive returns despite what are expected to be difficult trading conditions during this 

year.  

 

Summary of results: 

• Profit after tax and non-controlling interests    $49.7 million  (2018: $49.4m) 

• Profit before tax and non-controlling interests    $85.4 million  (2018: $85.1m) 

• Group revenue       $229.7 million  (2018: $218.8m) 

• Shareholders’ funds excluding non-controlling interests   $715.3 million  (2018: $640.3m) 

• Total assets        $1,008.2 million (2018: $898.2m) 

• Earnings per share (cents per share)      31.39 cents  (2018: 31.21 cents) 

 

 

ENDS 

Issued by Millennium & Copthorne Hotels New Zealand Limited 

Enquiries to: 

B K Chiu 

Managing Director 

(09) 353 5058 
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