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" IMPORTANT NOTICE

This Prospectus is dated 27 September 2011 (as amended on {—319 January 2012, 3 April _ _ _ { Formatted: Font: Not Bold
2012 and 15, May 2012) and Is a prospectys In respect of the offer of Deposits to be lssued by __ = - - { Formatted: Font: Not Bold
Heartland Building Society (Heartland). You should read the content of this Prospectus and ~ -

the Investment Statement carefully. : Formatbed: Font: ot Bold

No person is authorised to give any information or make any representation in connection
with the Offer which [s not contained in this Prospectus or in other communications from the
Directors of Heartland. Any information or representation not so contalned may not be relied
upen as having been authorlsed by Heartland.

Registration of Prospectus

A copy of this Prospectus duly signed by or on behalf of the Directors of Heartland and having
attached to it copies of the documents and other materials required by section 41 of the
Securities Act, has been delivered to the Registrar of Financial Service Providers for
registration in accordance with section 42 of the Securitles Act on 7 October 2011,

The documents required by section 41 of the Securities Act to be endorsed on or attached to
the copy of this Prospectus delivered to the Registrar of Financial Service Providers for
registration are:

« the signed report of the Auditor in respect of certain financial Information included in this
Prospectus, as set out in this Prospectus;

» the signed consent of the Auditor to its audit report appearing in this Prospectus;
+ the signed statement from the Trustee as set out in this Prospectus;

« coples of the material contracts referred to in this Prospectus, which have not already
been registered by, or filed with, the Registrar of Financial Service Praviders;! and

« letters of authority authorising this Prospectus to be signed by an agent of any Director of
Heartiand (if and where required),

Forward Leeling-Statementslooking statements, ____ ___ _ ______ . _________ - - { Formatted: English (United States) ]
This Prospectus contains certaln statements that relate to the future. Such statements are

not a guarantee of future performance and involve known and unknown risks, uncertainties,

assumptions and other important factors, many of which are beyond the control of Heartland

and which may cause actual results, performance or achievements of the Heartland Group to

differ materlally from those expressed or impiied by such statements.

Definitions
Capitalised terms used in this Prospectus have the specific meaning given to them in the
Glossary, in the relevant section of this Prospectus or in the Trust Deed.

Tmﬁ.ErgﬁpﬁC.ty.S_LEIEﬁ_LO__aﬂpMQ!SJ@LLLLMQ;Q@.M@LZ@EQQQMM_LQ_HJ

- ﬁormatted: Hyperlink ]

! Subject to the Securities Act (Pyne Gould Corporation Limited and Building Society Holdings Limited)
Exemption Notice 2011, See the infarmation under the heading “Places of Inspection of Documents” for
further details.
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SECTION 1: HEARTLAND DEPOSITS

This Is a_Prospectus in respect of the offer of debt securities to be an-effer-for-Depesits
issued by Heartland Building Soclety (incorparation number 2541477) (Heartland)_ under

fts Trust Deed.?

Heartland offers a wide range of Investmentpreductsdebt securities for investors. Details
gtmg_xmes_p_f.ggb:._ss;grltle.mered tomeﬁmﬂsmﬂﬁﬂs.fmm@atﬁs ‘
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SECTION 2: INTRODUCING HEARTLAND

r the Buildi jeties Act. H land Buildi i mmen e
a financial services provider in January 2011, on completion of the merger of the financial
i i o i Sacl B MARAC Fi e
imi MAR outhern Cross Building S uthern Cr ich w

completed on 7 January 2011,

As at the date of this Prospectus, Heartland Building Society comprises the former

businesses of CB nterbury and So rn Cr n % shareholdings_in MARAC an
P Wrightson Finance Limited (PWF). H land Buildin iety is New Zealand's lar
non-bank deposit taker,

Heartland Building Society is wholly-owned by Heartland New Zealand Limited (through its __ - - -{ Formatted: Font: Not Bold

____________ - { Formatted: Font: Not Bold
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Part of NZ since 1875 "{ Formatted: Font: Bold

LU U

Heartland's roots stretch back to 1875 with the inception of Ashburton Permanent Building
& Investment Society, which subsequently merged with SMC Building Society and Loan &
Building Society. Together they became CBS Canterbury. Over the decades they have
provided the people in the Canterbury region with home, rural and business loans, term
investments, and savings and day-to-day accounts.

Southern Cross similarly has-had a long history. Opening in Auckland in 1923, it has
offered a similar range of financial services to its customers throughout the North Island.

For nearly 60 years MARAC has supported the growth of small-to-medium sized New
Zealand businesses with a range of finance, investment and insurance solutions.

On 31 August 2011, PWF became a subsidlary of Heartland. PWF is-was an Important
acquisition for Heartland, bringing significant impetus to Heartland’s rural strategy and

3 _ Nejther Heartland New Zealand nor any of its subsidiaries that hold shares in Heartland quarantee the
ligations of H I in relation b its. All payments made in r f th it
will be mad H and and ac ran h ar ing_Subsidiaries.

exchange, regulated under the Securities Markets Act 1988,

S —_Neither-Heartland-New-Zeatand-ner-any-of-its-subsidiaries-that-hotd-shares-in-Heartland-guarantee-the
ebligations-of-Heartland-n-relation-to-the-Deposits:




diversity to Heartland’s asset base. The financial services activities of PWF were
established over more than 75 vears, by leading Stock and Station companies, Williams &

Kettle, Wrightson, Pyn d Guinnes ~armers. Merger ught the finance

rms of these entiti her creating what is now E.

Thesefour-entities-are-rew-—commercialy-CBS _Canterbury, Southern Cross, MARA
PWF now operate as one, Heartland, combining their experience, knowledge and a shared
vision to partner with enterprising New Zealanders to succeed.

The Heartland MNew Zealand Group Structure Diagram (simplified)
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Heartland Building Society — principal activities

Heartland Building Society is the principal operating subsidiary of Heartland New Zealand

Limited. Heartland Building Society carries out the financial services operations, deposit
faking and funding functions for itself and its subsidiaries {the Heartland Group).

The Heartland Group operates in the following maior sectors:

s _Rural: Specialist financial services to the farming sector primarily offering livestock,
rural mor lending, seasonal and working capital financin well as leasin
solutions to farmers.

s Retail and Consumer: Providing a comprehensive range of financial services to New
Zealand families, including term, transactional and savings_based deposit accounts
together with residential mor tending and maotor vehicle finance.

Y {Formatted: Font: Italic
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¢ Business: Providing term lant_and_equipment finan mmercial mortga
lending and working capital solutions for small-to-medium sized New Zealand

The Heartland Group is unlike the traditional model of building_society, in that a large
portion of its lending is based on security other than land.

Across New Zealand, in Heartland Commuthitiesheartiand communities, e { Formatted: English (United States) ]
rtland rates nationwide and h network of branches and offi T

throughout New Zealand. The people at Heartland, who are experienced in banking and

the finance sector, are part of the local communities and have established relationships

with D itors as well as with rural sin nd individual omers.

@ CBS CANTERZURY BRANCHES
S © SOUTHERM CROSS BRANCHES
@ MARAC BRANCHES
[+] & PGG WRIGHTEOM FINANCE BRANCKES




Service the Heartland way
Heartland values its hentage, and_puts a_§ g e_mpﬂas is on customer relationships and

fetam—nts-eusmmem—r&sﬁeet—and—bye&y-evew—day— As a Heartland customer you will

experience service with a persenal touch.

Investing in New Zealand

Heartland funds households, small-to-medium sized businesses and farms that form the
backbone of the country’s economy. When you invest in Heartland, your deposit helps to
drive prosperity in your local community and throughout New Zealand. As at the date of
this Prospectus, all of Heartland's lending is in relation to New Zealand based assets.

100% - FOR . _Welikehome-grown—anddhat
NEW-ZEALAND goes-for-financial-services-too—

We-aes-New Zealand-0peralod-arc-maneged, wi orpanylisted-on-the-NLSX r Ad-uso-OU-SHHONG-F-E66AGEIA
itk the-couniry-to-meet-the-nveds-ofsmali-to-medien-sized-busHh farmars-and-farmifies:

100% FOR NEW ZEALAND

Qi visian is to drive prosperily in hearthnd communities acnyss New Zeakand
for bustiesses, farmers aad famitfes, We are proudly Nave Zealand operated
and managsd, with owr paitent company fisted on the NZSX.

Highlights of the Businessbusiness, __________ . _____ . ______ o __.- - -{ Formatted: English (United States) ]
Here-are-just-some-ef-Heartland's-strengths;-which-together-form-a-selid-base-on-which-our

Depositerscanrely:

» Credit Ratingrating
At-the-date-of-the-amendment-ofAs at the most recent update to this Prospectus,
Heartland has a credit rating of BBB- (Qutlook Stable)® from Standard & Poor’s, which
Is considered an investment grade rating by market participants. For the most up to
date Heartiand credit rating information refer to www. heartland.co.nz:*. Further detail

on credlt ratings Is set out in Schedule 1 er-pages—24-te-36-of this Prospectus.

Bankigg reglstration oblectlve

- t: -= ‘[ Formatted: Indent: Hanging: 0. 5 |

®  Faran explanation of Standard & Poor’s credit rating system, please see Schedu of th spectus ‘[Formal:ted. (none) |
and also hitp://www.standardandpoors.com/ratings/definitions-and-fags/en/us under the Section

*What do the letter ratings mean?”

; eratted English {United States) ]



fi [ lication is of indetermin A e r t thi
n‘ rtl New rtl nor._ an in

* All investors rank equally
All depesiters-Depaositors In Heartland rank equally with each other, and equally with
Heartland’s-_bank fundingeurrent-bank-funders;-Bank-of-New-Zealand-and-Westpac
Banldag-Corperatien. Heartland has undertaken in the Trust Deed not to grant security
over any of its assets except in certain limited circumstances.

= Balance sheet and cash flow

As at 31 December 2011, th artland Group h roximately $357 million in
sharehalder funds _vuth_a.gpLomatg_Lu.jB blltion i total assets and approximately
2.02 billion_in total liabilities. land’s focus s an lendi inst a h
ner: h flow, as hat hav ntial uses and_ ass hat hav nd

realisable values to ensure a sound cashflow tg Heartland.

Trust 1 and CBS Warehouse A Trust (the Trgstg), the purpose of which |§ ;o Qrowdg

I‘ii for the H lan rou F reguir he Tr

of X or th nefit of th rs in th n | Il

part of the Hear];iand Group's assets which are availablg to repay Depositars. However,

rising_in_each of these Trusts is distributed back to t

- —Substantial-balance-sheel-sound-cash-flow
Heartlard-is-a-substantial-business—As-at-30-June-2011-(before-the-acquisition-of PWF);
Heartanrd-had-$254-mithor-irsharebelder-fupds;-with-$2.1-bithen-in-tetalossetsand
$1-8-billien-in-total-Habilities:' -Heartand s focus-is-onlending-againstassetsthat
generate-cash-flow,-assets-that-have-essential-uses-and-assets-that-have-sound

reatsablevalves—Through-thisHeartiand-maintains-a-sound-cashfiews

« Lending diversity
Looling-after-Depesitersi-meney-issomething-Heartland-takes-very-serfously:
Diversification-of-risiis-coupled-with-robust-governarce,-experienced-management-and-a
rigoreus-approach-te-eredit—Heartland!sThe Heartland Group's lending is diversified across
the small-to-medium sized business, rural and household sectors, and geographically
across New Zealand. ,j:leartland Group’s gohcy__s o] lend _on the basis of first ranking_ __ __ __-- {Furmatted: Font: Not Italic )

I o 2

secyrity. T X ions to oli li

- - Formatted: Footnate Reference,
(none)

 Formatted: English (United States) |




o_everyday or overdraft facilities provided to customers, which represent less than __ _*. - - | Formatted: Font: Not Italic, Font
259 £ ! i b ©an n R color; Auto
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1 Formatted: Indent: Left: 0.63 cm,
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e certain old loans. which ar g ext verume. ' |+ Aligned at: 0. 63 cm + Indent at:
1.27 cm
Miﬂﬁmﬁﬂf h tal len J@%J—M—H&-ﬁi‘n k, well gver 97%. w, MMW t ranki : \{Formatted Font: Nat Htalic
ecur R r 2011, he overwhelming m L1h L B ?,s\ » | Formatted: Font: Not italic, Font
3%) relates to the old !oans which are being exited gver time, the pgrgggﬁggg of first ____ :\ﬂ color: Auto
ranking secured will improve even further over time. l“w ;\ {Formatted Font: Not talic

Net Receivables of the Heartland Group*! by Division (as at 31 December 2011)*?

& Retail &
Consumer

Business

& Rural

Non-core Legacy
Property

The Heartlan onsolidat utitisation trusts ~ Heartland (formerly MARACY ABCP Tr

I ATru he Tru: . _Net securiti ivables inue to be recogni i
H lan financial s ments and th raphs, however thos t aside for the
enefit of the investors in the Tr nd no longer form part of the Heartland Group’s assets which

available to repay Depositors. Any surplus income arising in each of these Trusts is, however,
istribu back he Heartlan
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Net Receivables of the Heartland Group** by Geography (as at 21 December

2011)"7
[Formatted: Don't keep with next )
Rest of South Island, "
20% ',
Canterbury, 28% k-
1’
h
-«
Rest of North Island,
22%
Auckland, 25%
Wellington, 5%
3 _The information contained in the graph has been taken and derived from the Heartland Group’s audited
financial statements for the s nding on D r 20131 receijvabl f the Heartlan
Group excl rating i vehicles and inves rties. Th Is provide illustrativ
purposes only.
092725466/2108236-0F
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Lending Boolk of the Heartland Group*! by Secured Assei Type (as at 21 December
2011)"

Other Christchurch Rebuild
General Business

0.5% Property (Mortgages)
Assets {GSA) \ \ 0.5%
7.2% X ’

3.6%

NonCore
Development &
Investment Property

{Mortgages)
5.5%

Net-Receivables-of-Heartland-Group™*-and-PWF-by-Division-(as-at-30-June-2011)*

¥ _The information contained in the oraph has been taken and derived from Heartland Group's

r

¥_Heartland-consoli s-two-securitisation-trusts —MARAC-ABEP-Frusti-and-CRS-Warehouse-A-Trust

GRS t d & & &

financial-statements-and-in-the-graph-above,-however-those-$210-million-of-assets-are-set-aside-for

rr-part-of-Heartlond's-assets-which-are

992725466/2208236:01 12
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Net-Receivables-of-Heartland-Group ' -and-PWF-by-Geography-{as-at-30-June-2044)'°

Rest of South Island,
17%

Canterbury, 31%

Rest of North Island,
23%

Wellington, 5% Auckland, 24%

o tLew-ceneertrationefilLending exposure to a single borrower
The-Heartland-Group-has-limited-exposure-to-any-single-customer-ercounterparty:
Under the Trust Deed, the Heartland Group’s exposure to its Elargest Ssingle
Bhorrower may not exceed 15% of capital, and the Board regularly monitors the
largest amounts owing by any individual borrower or group of related borrowers_to
ensure compliance with this ratio. The Heartland Group operates across a broad
New Zealand customer base. This helps to limit the risk of the Heartland Group being
exposed to any one group of customers failing to meet their repayments.

¢ Funding mix

Heartland relies on its retail sit b in ing call osit balances, and . - - { Farmatted: Font; 9.5 pt

reinvestment or new investment in retail term deposits) as its primary sourceof .- —[ Formatted: Font: 9.5 pt

balance sheet funding. In the context of retail term deposits, Heartland relies on

ubstantial levels of reinvestm h ual tar levels of which will var:
from time to time. For the calendar year 2011, Heartland’s average vear to date retail

it reinvestment r: w l in exc f 70%. This incl d i urin

which a_ number of Depositors who were attracted by the Crown guarantee did not __ _ _ _ - -{ Formatted: Font: 9.5 pt

f
reinvest due to the impending expiry of the Crown guarantee on 31 December 2011.

Y Jdeartiand-consolidates-bue-seeuritisaion-truste—MARACABRER-Trust-t-and-EBS-WarehouseA-Trust
{(the-Frusts}—-$210-million-of-net-securitised-receivables-continue-to-be-recognised-in-Heartland's
& il ; : P .

ts-and-t-the-graph-abover-hewever-these$210-mitliono
the-benefitof-the-investors-in-the-Trusts-and-no-longer-form-part-ef-Heartland!s-assets-which-are
available-to-repay-depositors:

002725466/2108236-0¢ 14




For the calendar 012 to the end of April (being the period from,the expiry of the __ - - { Formatted: Font: 9.5 pt

Crown guarantee through to the last full s at the most r ate to thi "~ Formatted: Font: 9.5 pt
Prospectus), Heartland's average year to date retail deposit reinvestment rate has_ ___ __ __ _{Foma&ed: Font: 9.5 pt
remained in ex f 70%. Heartiand al other sources of funding. A th

¢ _Committed bank facilities with a maximum principal amount of $200 million. These
facilities a ompri of two $100 million tranches. The first tranche matures on
S r The secon e r n Jun 0 land

¢__The Heartland (formerly MARAC) securitisation proaramme with a maximum
principal amount of $300 million. The Heartland Group can access funding through

hi ritisati rogramm ling motor vehicle an her equipmen
receivables provided those receivables satisfy certain specified criteria.

s_The §‘B§ Canterbury securitisation programme with a maximum principal amount of
$150 million._The Heartland Group can access funding through this securitisation

rogramme b lling residential property receivabl rovi h receivabl

The nd am

n
change from time to time, perhaps significantly. However, access to both retail and

Left+ 0.5 cm, Left

f the her rces of fundin nd their availability, m <~ - = | Formatted; Indent: Left: 0.5 cm, No
buliets or numbering, Tab stops: 0 c¢m,

wholesale funding reduces Heartland’s relian ingle fundi ethe
with the staggering of maturity dates assists in managing liquidity risk.

s '{Formatted: Indent: Left: 0.5 cm

)

802725466/2108236-0+ 15




Formatted: Indent: Left: 0.5 cm, No
| bullets or numbering, Tab stops: G cm,

Funding Mix of the Heartland Group (as.at 31 December 2011)*°
A Left+ 0.5 cm, Left

)

| l io-f { e ' it - . bank focilities,
programme-and-an-NZbX-listed-bonds This-diversified-funding-base-reduces-Heartland's
i . Cundi i bt : : :
Pl e tiauidi & . sl WS

*__Management of capital
Heartland's policy is to maintain its capital base to insulate against risk so as to
iden ndtos ort future growth of the
ir o maintain
)

maintain investor, creditor and mark nfi
iness. Heartland has minimum ital_requirements which it is r
in accordance with its Trust Deed, borrowing facilities and the Deposit Takers (Credit
ital Ratios, and Related Party Exposures) Regulations 2010, , _ . - { Farmatted: Font: Bold
Ll {Format‘ted: Indent: Left: 0.63 cm, J
No butlets or numbering

Ratin

o NZsX-listed parent company
Heartland’s parent company, Heartland New Zealand, is listed on the NZSX and has
approximately 8,000 shareholders as at the most recent update to this Prospectus. *°
ntial to access further capital.

n NZSX-listed parent provi h

!*  The information contained in the graph has been taken and derived from the Heartland Group's
i anagement_information as at 31 December 2011, The araph is provided for illustrative

16



tfvmn men v in the fi sevcesn

b nkin ries. All of Directors _have extensive corporat vernan

EKQELLQUQQ,

Of Heartland's eight current Directors:
five of th rrent Directors {Bruce Irvin firey Ricketts, Christopher Mace
g_tahgm_isg_negv_and_G@rL_eeL)_aLe,LLLerend.e.n_t_d_u'_e_c_t_o_cs_o_f_l:l_e_a_r_t.la_mjﬂew
Zealand for th of the NZSX ing_Rules; an

2 _two of > of those current [ D ctars (Michelle Smith and John Harvey) do not sit on the

f Heartlan | dependent directors of Heartlan

B;giiging Saciety.

Bruce Irvine BCom, LLB, FCA, AF Inst D, FNZIM
Chairman

| Building Society and H land New Zealand Limited.

He is a chartered accountant and was admitted into the Christchurch partnership of

Deloitte in_1988. He was Managing Partner from_ 1995 to 2007 before his retirement
from Deloitte in May 2 ursue hi reer rofessionat dir

Jeffrey Greenslade LLB
Manaaging Director

Jeff has qver 20 vears’ experience as_a senior banking executive, and is responsible _for
he str. n rational man ment_of Heartland Building Socie joined

MARAC Finance Limited as Chigf Executive Qfficer in 2009, and was appointed to its




AL VI experience jona

semce__.l_ad_u_s_tzmnclmmumeL&mﬂmmga&QMM§ - - - Formatted: Font color: Auto

retirement in 2009 to pursue a cam_e;;_ _a_a_pmfm_ma QIrgctor John was apponnted

Graham Kennedy ].P., BCom, FCA, ACIS, ACIM, AF Inst D
Director

. { Formatted: Font: Not Italic

hri er Mace CN
Director :

hns is an Auckla = ines irec ’i v

nd f iI i 1 e
Up_tg_tbgmgje_thABMMMmMjﬂwﬁLaﬂiM ry.




Geoffrey Ricketts { LB (Hons), F Inst D

Director

Michelle Smith MCom, CA — NZICA and ICAEW

Director

Michelle is a professional director who has over 20 years’ experience working within the
fin i rvi in ry, Mi W in 0. the MARAC Fipance Limi

creation.

The Directors of Heartland may change after the date of this Prospectus. The names of

Dic rs of Heartlan nb nta H land'’s register fi

——Strong-governance
The-Directors-of-Heartland-and-its-executive-management-team-are-experienced-inthe

parent-provides-the-potential-to-access-further-capitak
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key @bjeet1veef—the Hearbland Grﬂupds—uIt1mately~to+areate~aNew Zealand»alaerated
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SECTION 3: DETAILS OF THE-OFFERDEPQSITS OFFERED,

The following is a brief description of es of De

its being offered. The D its are direct

nsecured, unsubordinated de

linations of H

with all other debt securities issued by Heartland under the Trust Deed, The Deposits are issued subject to the terms and conditions contained in the Trust Deed.

Investors can_call 0800 85 20 20 for further information in relation to Deposits, including to request a copy of the Investment Statement or any specific Deposit terms and
conditions.. The Investment Statement can also be obtained by downloading a_copy from Heartland’s website, www.heartiand.co.nz or visiting a Heartland branch,

ee e .- Formatted: Font: Not Bold

__ . -{ Formatted: English (United States) )

s and features of Deposits set out below are sybject to ch including following the completion af a formaj rebranding and preduct rationalisation exerci
which Heartland is currently undertaking.
Deposits offered fall into three broad classes being Term Accounts, Savinas Accounts and Transactional Accounts®, o
JERM A T SAVINGS ACCOUNTS TRAN A X
Th are Deposits for a fi erm These are accouats with features desianed to assist These_are everyday transactional accounts.
ually a §i rate, ex or Heartland saving - offering higher interest rates than Transactiona) Funds ma deposited from time to time, and a

Flexi Rate Term Deposit_and CBS Canterbury Top
R Term it f ] he interest rate m

change throughout the term.

No fees are pavable, except for international
transfers, same day cleared payments and passing

on charges incurred on_behalf of an investor.
to, the

Term Accoun t are_not limi

foliowing:

include

»_ Heartland Term Depasit
» _Heartland Flexi Rate Term Depagit

» Heart of Gold Term Depasit

s___CBS Canterbury Top Rate Term Deposit

3 BS Canterbury Fixed Rate Term 06i

. 85 Canterbury Manthly Income Term Depgsit

Accounts, but with tess transactional capability.

Funds m eposited from time ime._In som
cases, withdrawals outside of specified criteria may be

Savings Accounts include, but are not limited to,. the
following:

s Heartland Saver
+___Heartland Savings Qptimiser
Heartland Call Deposit

e_....CBS Canterbury Special Purpose Accoung

o MARAC Call Deposit

Jusiness Call Deposit

» __MARAC Rapid Saver

available including in-branch transactions, debit cards
telephone and internet banking. QOverdraft and revolving

Fees may,. apply to transactions, services and other

activity.

Transactional Accounts include, but are not limited tq, the
following:

o___Heartland Everyday Account

¢___CBS Canterbury Everyday Dltimate Account

»  CBS Canterbury Optimum Club Account

. BS Canterbury Kids Cash & Evi
Account

da Max

. PWF Current Account

s__ Southern Cross Current Account Saver

H Constituted gursuant to the Supplementat Trust Deed {Accounts) which s supplemental to the Master Teust Ceed. Copies of these dacumenss are filed on a public register monitored by the Registrar of

£inancial Service Providers and are available on reguest

# Heartland's credit and lending criteria will apply. Fees and charges mav apoly.

852694842/1970270:2
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+__CBS Caaterbury Heart, of Gold Term Deposit - PWE Rurat Saver

s MA Jerm
«__ PWF Term Deposif

+___Southern Cross Term [nvestment

. PWF Savings Optimiser
+__Southern Cross Net Saver

Interest Rate
Payment of Interest N 3
' Hear and (y._sy gut_l.m_v*_qu_a_ttgﬂx..sm_mg hiy, annually ¢ QLs_maLLty)_

Jerm,

Withdrawal Restrictions
pa_vg_b.ig in r_me __tb_e_of _n_e os_ma_v_bgieg_uced m_thcLéElg_p_e_lz_anngm (g _QLasg_d agms‘r_tne ;er_m__ of g_m_veg!m_&t),_,&ny_t;_mas

ad 3 = % R y

gngri Maturity
Altgmgtwggy Hggrtlgng may gg §g zou that your ma _mred mvestmeg; w ILJM.‘)L&‘}SE!\.@_O_M_M :nstruct ons, be amﬁml_m
behalf of an mves or and the charge referre to above ift e inve nt is wi wi hef maturi
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Qetails of applicable fees are available from Heartland on request or can be found by visiting Heartland's website at www. heartland.co.nz.

Minimum Amount of at the most recent update to this Prospectus, the minimum inve nf 15 $1.000. HearHand may alter minimum iny s
Investment from time to time. Details of the current minimum investment amounts are available from Heartland on request or can_be found by visiting

Heartland's website at www.h land.co.nz

SAVINGS ACCOUNTS

Interest Rate

period will apply before interest rate_changes take effect).

Payment of Intere,

Interest is paid to you, or added to the account balance, on a monthiy or quarterly basis (depending_on your account type).

Term

n call, although restrictions may appl withdrawals from certain Savings Accounts (see below).

Withdrawal Restrictions

Withdrawals from Heartland Savings Optimiser, CBS Canterbury Living Style Savings Account and PWF Savings Optimiser are subject to
minimum notice periods. For withdrawats without the required notice, a fee will be payable of 3% of the total funds withdrawn subject to a

minimum fee of $30 and maximum fee of $150.

Fees

Minimum Amount of As at the most recent update to this Prospectus, there is no minirnum investment am rt from a_$2.000 minimum_investm for
inv nts in PWF Savings Optimiser). However, Heartland may alter minimum investment amounts from time to time. Details of th
Investment -
| by 3 iand’s website at

www.heartland.co.nz.

TRANSACTIONAL ACCOUNTS

Interest Rate

Floating Rate. Heartlan ay v interest rate i without notice.

Payment of Interest

Interest is paid to you, or added to the account balance, on a_monthly or quarterly basis (depending on your account type).

Jerm On call,
Withdrawal Restrictions None.
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Eges i_v_p.n_uo_@_usm_m___w n Yransactional Accounts, and those fees are &J@s&@ﬂm&%ﬂ
Minimum Amount of A
Investment lm.es;me..s_a.mounts_m_m_CLm.tLtQ_tm_e_Dgtais_gtthe_CMnﬁmmum.JﬂLnﬂerw_u_uL@Lm_ﬂauQMst or
can_be found by visifing Heartland's website at www.heartland.co.nz.
ERM A
Inte ] :
Heartla bank aocount
Heartland". rrent interest rates and furity terms are set out in its current rate card which investors can obtain by calling 0800 85 20
20, visiting a Heat ¥ IS angd’ i WW. nd.co.nz.
Yaxation Under current New Zealand tax fegisiation, Heartiand must deduct resident withholding tax (RWT) from ali interest paid or compounded
before it is paid or credited to New Zealand resident investors, and investors who hold deposits through a fixed establishment in New
Zealand,
Iransfers
Statements/
Certificates
You can nvestm De osntb v-sitm an Heartland bran h ompletin lication form distribu| dwl h nv merny

n
ould be ¢ sartls ansferrable”. Heartla

uﬁ_em_wx_qr,g!smmm&emr caab.n.t@sen.tgg.l wﬁomkapmncm

artland may refuse all or an

art of an application without giving 8 reason.
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= S ot 5 <

Prospectus-including-the-section-entitied-Statutory-Information-en-pages-66-te—77-and-the Investment-Statement,-which-can-be-obtained-by

ProductsAvailable Ferm-Aeceunts Ealthecounts
—EBS-Conterbury-Fop-Rote-Ferm-Depesit s EBS-Conterbury-Everyday-Ulsmate-Aecount
——CBS-Conterbury-FixedRoteTerm-Deposit »—CB5-Canterbury-Optimum-Club-Aceount
»—CBS-Canterbury-Monthly-Income-Term-Deposit ~——EBS-Canterbury-Special-Purpose-Aceeunt
«——GBS-Ganterbury-Heart-of-Gold-Term-Depesit ——CBS-Canterbury-Living-Style-Savings-Account
+.Heartland-Term-Deposit ~—EBS-Canterbury-Kids-Cash-&-Everyday-@-Max-Aecount
——MARACTerm-Deposit +——Heartland-Call-Beposit

ARACDeferrad t-Term-Deposit o MARAC Call- .
— - Capital.C TarraE . . MARAC Busi CalhD .
o MARAC-Rapid-Saver o PUE-CuFrent-Aecount
- MARAG-Fleating-Rate-Term-Deposit o PWF-Rural-Saver
o — PWF Term-Bepostt . PWE-Savings-Optimiser™
»Southera-CrossTerm-Investment +—Seuthern-Cross-Current-Account-Saver
«—Sodthern-CrossMNet-Saver
Fasner Heartland-Bullding-Seciety-

*..-Withdrawals-are-subject-to-i4-days-notice:

002654842/10702762

25



Birect-unsecured;-unsuberdinated-debk-obligations-ranking-equally-with-all-other-Deposits:

aaef e’ o 3 ] = = = red = = &

0800-26-27-22-visiting-a-Heartland-branch-orby-visiting-Heartland's-website-www-heartiand.co-nz-or-its-regis
Heartland-m;

red-office:
ay-vary-a

&

ny-of-the-interest-rates-applicabie-te-Bepesits-at-any-time-without-ne!

a2 < g 8

tice—Any-change-in-Interest-rate

& G 3 =

less-than-three-or-six-months-{depending-en-your-aceount-type)-or-in-the-case-oflonger-terms;-on-the-basis-set-out-on-your

that-you-make-your-Deposit:

instruction-from-you—In-this-circumstanee;-Heartland-wil-place-the-matured-investmenton-call-at-the thenpast-maturity
accountratel detatled-in- R FEAt-Face-Cord hHeh-inves an-abtain-b a Bttt & 7 i :'g; Barcrahid
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person-at-a-PWFRbranch:

You-can-register-for-internet- bankl ng, th&ielephane transfer -5ervice- or—telephene—banklng by contacting-the-branch-at-whieh

amount-of-your-returns:

Mintmunm—Amountoef-Investment

5 060 mini - ot I T PE S - roer - ™~ - ;
Cal-Aecotnts:

Thermin . T \ , 564,000,

" . ire—Betails—of b rrir ;
ameunts-are-available-fror-Heartland-on-request-orcan-be-found-by-visiting-Heartl and’s-website-at- www:heartiand-co:nz-
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net-deduct-RWT-
Fhe-applicable-RWT-rates-are-seb-out-below—Please-note-that-the-IRD-may-instruct-interest-

Investers-ncome RWT-Rate

$0—$14,000—— e 10.5%
$14,004—$48,000——————_37.5%

O
$48,004—4$70,80 30-0%
$76,001-and-cver 33.0%
7 32-0%

IRB-number-but-not-elected-a-RW-T-rate)-then-RWT-wil-be-deducted-at-the-default-rate-0f-33-0%-

RWTfor-Companies
1f-an-investoris-a-company-then-RWT-will-be-deducted-at the-rate-indicated-by-that-investor-as-follows:

Criteria RWF-Rate
No-IRD-nAumb: 33%
Hoer 33%
E'}QEE"" 3 250¢
eg-rate 33204
Defoultrate— - - 2854
- 28%:

For-investers-whe-are-not-resident-in-New-Zealand-for-tax-purposesy-Heartland-will-detiuck-non-resident-withholdingtax







commencement-of-the-terrr-and-with-a-range-of-nterest-frequencies:

CBS-Canterburg-Monthly-Encome-Term
Peposit .

enths—at—a—raae—ﬁ*ed—at—Me—eemmeneemeﬂt—eﬁ-the

Fixed-ameount-investment-with-terrms-available-of1224-0r-36-m

d ost-paid-en o ECOY oFye

GBS-ConterburyHeart-of-Golg-Tarm
Deposit o

commencement-of-the-terrm-and-with-a-range-of-interest-frequencles~In-addition-te-the-interest-paid-to-you

825%-per-anpum-of-your-investmentz

el 30 _..._.._:_; ardsy-teltephone Ad-ipkarm banline—Ihterestrates-are-tiered-necording-to-the
ance-with-interest-caleulated-gn-the-total-daity-balance-at-the-applicable-rate-and-compeunded-quarterty:

and-is-compounded-quarterly—Funds-are-available-or-call-subject-te-withdrawal-Fees-for-excess-number-of

yeur-nominated-account-en-the-first-day-of-December-te-assist-with-expenses-over-the-festive-peried:

CBE-Canterbury-Living-Style-Savings
Account

A-CBS-Ganterbury-Speetai-Purpose-style-account-for-longer-term-savings—Features-higher-interest-rates-with-more
restrictive-withdrawal-fees-end-criteria:

o C : do st




Forodt fed - - ; ] . ; -
from-30-days-to-5-years:

MARAC-Deferred-Interest-Term-Deposit

On-the-same-terrs-as-the-MARAC-Term-Deposit-but-all-interest/returns-are-deferred-to-maturity-rather-than-being
et e o

MARAC-Capital-BrowdowaTerm-Deposit

On-the-same-terms-asthe MARAC Ferm-Depeasit-bei-with-a-specia-feature-of aHowing-regularpayments-made—up

of-interest-earned-and-part-of-the-principal-invested:

MARAC-Rapid-Saver

_ ™ o -y - P — P
the-term-of-the-account

MARAC-Floating-Rate-Term-Depasit

@n-the-same-terms-as-the-MARAC-Term-De posit-but-a-floating-interest-ratelinked-to-a-bench mark-applies:

MARAC-Cat-Depestt

- ol Denos

PWF-Current-Aecount”

PWF-Rural-Saver

PWFSavings-Optimiser

PWF-Term-Deposit

Seuthera-Cross—Terrr-IRvestment

Seuthern-Cross-Current-Account-Saver

An-at-call-deposit-acecount-with-s-variable-interest-rate—I nterest-is-paid-to-you;-or-added-to-the-prineipak-sum—on-a
guarteriy-basis:
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In-additionto-the-abeve-preducts-Hearland-has-several products-which-are-being-phased-eut-and-are-only-available to-existing-investors-inthose




SECTION 4: SUMMARY OF THE TRUST DEED

General
TEL has been appointed to act as_trustee on behalf of the holders of Deposits.

The Heartlard-Master Trust Deed_(which contains the terms and conditions that apply to all
Heartland Deb nts, as defined in the Master Trust D W ntered into
Heartland and the Trustee on 29 October 2010. The Supplemental Trust Deed (Accounts)

(which contains terms specific to different types of Deposits) was also entered into by
Heartland and the Trustee on 29 October 2010;. -Other supplemental trust deeds have also

been entered into by Heartland and the Trustee to specify the ferms applicable to bonds
issued by Heartland.

d-inte

Bonds)-was-entered-into-by-Heartland-and-the-Tfrustee-on11-July-2011-(together-the
tains-the-terms-and-conditions-that-apply-to-all-Heartland-Debt-Instruments-(as-defined

c€on

e B

on 14 December 2010, VPS Properties and VPS Parnell were added as guarantors under
Ssupplemental Ttrust Bdeeds dated 24 March 2011 and PWF was added as a guarantor
under a Ssupplemental Ttrust Pdeed dated 31 August 2011,

The Master Trust Peed and all supplemental trust deeds are together referred to as the

“Trust Deed”. The Trust Deed governs the Deposits.

Depositors are not entitled to enforce any of their rights or remedies under the Trust Deed
directly against Heartland or the Guaranteeing Subsidiaries unless the Trustee falls to
enforce such rights or remedies within a reasonable period after having become bound to
do so in accordance with the Trust Deed. The Trustee does not guarantee the payment of
principal or interest on the Deposits.

In this summary of the Trust Deed, defined terms have the meanings given to them in the
Trust Deed, If you require further information you should refer to the Trust Deed itself,
which is available for inspection at the places referred to under the heading “Places of
Inspection-inspection of Peeurmentsdacuments” in the Statutory Information section of this
Prospectus.

The Guaranteeing Group under the Trust Deed as at the date of this Prospectus is made up
of Heartland (as Issuer and principal debtor), MARAC, VPS Properties, VPS Parnell and
PWF.

Status of Debt Instruments

The Debt Instruments are and will at all times be direct, unsecured, unsubordinated and
unconditional indebtedness of Heartland and the Guaranteeing Subsidiaries and will at all
times rank equally without any preference or priority among themselves and at least
equally with all other present and future Debt Instruments issued by Heartland (subject to
laws affecting creditors’ rights generally and general equitable principles).
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Financlal covenants
Heartland has undertaken that it will ensure that, at all times:

(a) the Capltal Ratio of the Consolldated Group is not less than 8%;
(b) the Capital Ratio of the Guaranteeing Group is not less than 8%;

{c) the Llquld Assets of the Consolldated Group are at least 15% of the Total Liabilities
of the Consolldated Group;

{d) the Liquid Assets of the Guaranteeing Group are ak least 15% of the Total Liabilities
of the Guaranteeing Group;

(e) the Related Party Exposures of the Consolidated Group do not exceed 15% of the
Consolldated Group's Capital;

(f)  the Related Party Exposures of the Guaranteeing Group do nat exceed 15% of the
Guaranteeing Group’s Capital; and

(g) the indebtedness of the Largest Single Borrower does not exceed an amount equal
to 15% of the Consolidated Group's Capital or the Guaranteeing Group's Capital.

Negative Pledgepledae, .- ’l Formatted: English (United States)

)

Although the Deposits will be unsecured, Heartland and each Guaranteeing Subsidiary has
undertaken that it will not create or permit any security over any of its assets other than a
Permitted Security.

“Permitted SeeuritiesSecurity” Is defined in the Trust Deed and includes (but Is not limited
to) netting or set-off arrangements_in the ordinary course of business, llens erising by
operation of law in the ordinary course of trading, securities arising out of suppliers’
retention of title provisions_where goods are acquired in the ordinary course of business,
and any other security, provided that the total amount secured by such other securities
may not exceed 5% of the Total Tangible Assets of the Guaranteeing Group.

Guarantee '

While Heartland is the issuer (and so principal debtor) Heartland’s obligations are
supported by its Guaranteeing Subsidiaries. As at the date of this Prospectus the
Guaranteeing Subsidiaries are MARAC, VPS Properties, VPS5 Parnell and PWF,

Each Guaranteeing Subsidiary ebsolute!y, unconditionally and irrevocably guarantees to
the Trustee the due and punctual payment by Heartland of the Debt Instrument Moneys.
The guarantees are not secured by a mortgage or other charge.

Other parties may become guarantors at the discretion of Heartland. As at the date of this
Prospectus, it is not intended that any other party will be a Guaranteeing Subsidiary,

General YUndertaldngsundertakings, - - { Formatted: English (Unlted States) )

circumstances) enter into transactlons &W@M@Mﬂiﬁmﬁm
asset other than in the ordinary course of business;_or for fair vaiue er-on normal
commercial terms-exceptin-limited-circumstanees. Heartland may not make any
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distributions other than to a Guaranteeing Subsidiary while money is due and owing under
any Debt Instrument and s unpaid.

Heartland and the Guarsntors-Guaranteeing Subsidiaries have further undertaken, among
other things, that they will comply with and perform their obligations under all applicable
laws and under each Transaction Document, ensure that a Register is maintained, maintain
ies-their corporate existence, not make any substantial change to the general nature of its
their core business, notify the Trustee of the occurrence of an Event of Default, and will
provide various notices to the Trustee.

Duties of the Trustee
The Trustee is appointed to act as trustee in respect of the Deposits. The principal duties
of the Trustee under the Trust Deed are summarised as follows:

(@) upon the occcurrence of an Event of Default the Trustee may in its discretion, and
must immediately upon being directed to do so by an Extraordinary Resolution,
declare the relevant Debt Instruments to be immediately due and payable and then
distribute all moneys received in respect of the Debt Instruments from Heartland in
accordance with the provisions of the Trust Deed;

(b} to receive the regular financial and other reports and certificates furnished to it by
Heartland and the wider Guaranteeing Group;

(c) to perform functions relating to the ongoing administration of the Trust Deed
including in relation to the meetings of Holders, the joining and releasing of
GuarantersGuaranteeing Subsidiaries, and the exercise of discretions or the giving
or withholding of consents (as appropriate) relating to such administration; and

(d) on being satisfied that all Debt Instruments have been repaid, at the request of
Heartland, to execute a deed of release of the Trust Deed.

In addition, the Trustee has a statutory duty to exercise reasonable diligence to:

(a) ascertain whether or not there has been any breach of the terms of the Trust Deed
or of the terms of the offer of the Debt Instruments and to do all It is empowered to
do to cause any such breach to be remedled (except where satisfied that the breach
will not materially prejudice the interests of the Holders);

(b) ascertain whether or not the assets of Heartland and the Guaranteeing Subsidiaries
that are or may be available, whether by way of security or otherwise, are sufficient
or likely te be sufficient to discharge the amounts of the Debt Instruments as they
become due; and

(c) discharge its statutory obligations as a trustee to report and otherwise provide
information in relation to a non bank deposit taker.

The Trustee has the right to be indemnified for all expenses, losses and liabilities sustained
or incurred by it in carrying out the trusts, powers, authorities or discretions vested in the
Trustee by the Trust Deed or otherwise for any action taken, or omitted to be taken in
accordance with the provisions of the Trust Deed, other than a claim arising out of a wilful
default, gross negligence or wilful breach of trust.
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The Trustee is not required to take any action or exercise any trusts, powers, authorities or
discretions vested in the Trustee by the Trust Deed or comply with any request or direction
pursuant to the Trust Deed unless it has first been indemnified to its satisfaction agalnst all
expenses, losses and liabilities it may sustain or incur by so dolng.

Except to the limited extent provided In the Trust Deed, the Trustee owes no duties to
Wholesale Holders.

Reporting : ) :
Heartiand has undertaken to supply to the Trustee a range of regular reports, certificates,
accounts and other informatioh as to Its and the Guaranteeing Group’s financial condition
and as to compliance with the Trust Deed.

This includes a requirement for the directers-Directors of Heartland to certify to the
Trustee, following the end of each quarter, stating that to the best of the directors’
Directors’ knowledge and belief no Event of Default has occurred and continues
unremedied and to confirmn compliance with the financial covenants set out in the Trust
Deed as at the end of the period. Annual and semi-annual statements and quarterly
reports will also be provided to the Trustee.

Events of Default and Enfercementenforcement . ___ . _____

- - { Formatted: English (Unked States) )

Upon the occurrence of an Event of Default that is continuing unremedled, the Trustee may
in its discretion, and must immediately if directed to do so by an Extraordinary Resclution,
declare the Debt Instruments to be Immediately due and payable.

The Events of Default Include:

{a) a fallure by any member of the Guaranteeing G to pay any principal or interest

amount within three business days of its due date for payment, or a fallure to pay
any other amount in respect of any Debt Instruments within ten business days_of its
due date;

(b a failure by an-Obligerany member of the Guaranteeing Group to perform or comply
with any of its other material undertakings under the Trust Deed and, in the case of

a fallure that is capable of remedy, that failure is not remedied within 30 days of the
date that the-ObligerHeartland first became aware of it, and in any. case, such
default has_or is likely to have, in the reasonable opinion of the Trustee, a material
adverse effect;

(c) any representation, warranty or statement made or deemed to be repeated by an
Obligora_member of the Guaranteeing Group under the Trust Deed which-is or was
untrue or incorrect in a material respect and, in respect of any misrepresentation
which is capable of being remedied, is not remedied within 30 days of Heartland

becoming aware of that misrepresentation;

(d) anOblgera member of the Guaranteeing Group ceasing or threatening in-witing-to
cease to carry on the whole or a-substaptial-part-substantiall of its business or

an application or order is made (or resolution passed or proposed) for the dissolution
of that Obligermember of the Guaranteeing Group (with some exceptions);

{e) an-Obliger-a member of the Guaranteeing Group being unable or admitting an
inability to pay Its debts as they fall due or suspending making payments on any of
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its debts, being declared or becoming insolvent or being deemed under any
applicable law to be unable to pay its debts when they fall due; or

() a receiver, liquidator, provisional liquidator, administrator or statutory manager
being appeinted to an-Obligera member of the Guaranteeing Group, or a

recommendation is made by any governmental authority to the Financiai Markets
Authority supporting the appointment of a statutory manager.

Heartland has undertaken to notify the Trustee promptly of the occurrence of any Event of
Default.

Meetings

The Trust Deed contains provisions for meetings of Holders. Each Holder is bound by any
resolutions that are passed, whether or not that Holder voted or was present at the
meeting and whether or not that Holder supported the resolution. An Extraordinary
Resolution is a resolution where not less than 75% of the votes cast are in favour of the

resolution.

Waivers

Heartland and the Guaranteeing Subsidiaries give certain covenants and undertakings in
the Trust Deed for the benefit of Holders. However, the Trustee may waive any breach or
prospective breach of those covenants and undertakings if it is satisfied such waiver would
not materially prejudice the Holders or the Holders approve the waiver by way of an
Extraordinary Resolution (on terms and conditions approved by the Extraordinary
Resolution).

Amendments to the Trust Deed

The Trust Deed may be amended without the consent of Holders If the amendment is
(among other things) of a minor, formal, administrative or technical nature, is to correct a
manifest error_or; is made to comply with any applicable taw and, in any such case,
Heartland is of the opinion that such amendment will not be materially prejudicial to the
interests of Holders generally and the Trustee is of the opinion that such amendment wiil
not be materially prejudicial to the interests of the Holders generally. Notice will be
provided to the Holders within 30 days of the amendment being made.

In addition, the Trust Deed may be amended if the amendment has been approved by an
Extraordinary Resolution.

Substitution

Heartland may, with the consent of the Trustee but without the consent of the Holders,
substitute any person incorporated in New Zealand in place of Heartland as the principal
debtor under the Trust Deed in relation to any one or more series of Debt Instruments.
This is subject to certain conditions being fulfilled, including the new issuer becoming
bound by the Trust Deed, the new issuer being solvent and the new issuer having a credit
rating no lower than that assigned to Heartland.

€6926948423/1970270:2 37



| Bank Registrationregistration®®
Heartland intends to apply to become a registered bank under the Reserve Bank Act and
may convert to a company. Under the Trust Deed, Heartland is entitled to take all steps
that may be necessary to do this and no consent will be required from the Trustee or the
Holders In relation to such registration or conversion provided that no such step may be
taken without the prior written consent of the Trustee if such step, in the reasonable
opinion of Heartland and the Trustee, would be materially prejudicial to the interest of the
Holders. The Trustee is authorised to glve any consents or walvers or to enter Into any
document or agreement that the Trustee considers necessary or desirable to enable
Heartland to become a registered bank or convert to a company. Immediately upon
Heartland becoming a registered bank, the Trust Deed will be released and the terms of
each Debt Instrument will be converted into direct, unsecured, unsubordinated and
unconditional indebtedness of Heartland on the terms set out in the deed poll annexed to
the Trust Deed, or, in each case, such other terms as Heartland and the Trustee may
agree.

| The terms of the deed poll are simllar to the tarms of the Trust Deed but exchide-excluding
a number of representations, warranties, covenants and events of default. There are no
financial covenants in the deed poll and no person wlll guarantee the Debt Instruments. In
additlon, a breach of a representation or warranty will not constitute an event of default,

2 Nelther Heartland nor any member of the Heartland Group is a registered bank, and Heartland will
not be a registered bank until it |s registered as such under the Reserve Bank Act. As part of any
application for bank reglistration Heartland may convert into a company.
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TRUSTEE'S STATEMENT
27 September 2011

The Directors

Heartland Building Society
75 Riccarton Road
CHRISTCHURCH 8611

Dear Sirs

Re: Prospectus No. 3

Clause 14(3) of the Schedule 2 to the Securities Regulations 2009 requires us to confirm that the
offer of securities (“the Deposits™) set out in this Prospectus complies with any relevant provisions
of the Trust Deed. These provisions are those which:

(i} Entitle Heartland Building Society to constitute and issue under or with the benefit of the
Trust Deed (as the case may be) the Deposits offered in the Prospectus;

@ii)  Impose restrictions on the right of Heartland Building Society to offer the Deposits and are
described in the summary of the Trust Deed in the Prospectus.

The Auditor has reported on the financial information set out in the Prospectus and our statement
does not refer to that information or to any other material in the Prospectus which does not relate to
the Trust Deed.

We confirm that the offer of the Deposits set out in the Prospectus complies with any relevant
provisions of the Trust Deed. We have given the above confirmation on the basis:

(a) set out above; and

(b} that, subject to the duties imposed on the Trustee by Schedule 15 of the Securities Regulations
2009 and atherwise under the Trust Deed, the Trustee relies on the information supplied to it
by Heartland Building Society pursuant to the Trust Deed and does not carry out an
independent check of that information.

Trustees Executors Limited does not guarantee the repayment of the Deposits or the payment of
interest thereon.

Signed for and on behalf of

Trustees Executors Limited

Luiza Moran
Manager

Corporate Trust
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SECTION 65: WHAT ARE MY RISKS?

i : i . under t 0si abiti \ fteHeartl n : t i i
payment obligations will be dependent on the financial performance and condition of the
Heartland Group. The financial performance and condition of the Heartland Group may be

£f number ctors.

Set out in this section is a brief description of the principat factors whi 2y affect th
financial performance or condition of the Heartland Group. This is not an_exhaustive
descriptlon of risk factors. There be additional risk factors that the G
currently unaware of, or that the and Group currently deems imm ial (but whi
may subsequently become key risk factors). _You should consider the risk factors described

con w h formation is Pro: t
Statement.

The risk factors described below necessarily include forward-looking statements. Actuat
events may be materially different to those described below and may therefore affect the

Heartland Group in a differant way.
General risks related to the New Zealand financial services sector

in New Zealand, wi may In d b ic itions |

rid in ral. A rioration in economic conditions in New an for exam
result in reduced demand for credit or other services provided by the Heartland Group,
versely affect the ability of rowers from the Heartland Gro ay loans or make

it more difficult for the Heartland Group to realise assets held as security,

other macro-events
The financial performance and condition of participants in the New Zealand financial
services sector (such as the Heartland Group) mav be affected by other events in New

Z [ elsew n the world) which r in_non- ing fi ial mar r
decreased_investor or borrower confidence. These other events could include natural
disasters, wars, acts of terrorism, or the failure of a financial market or a finance market

source funding, or adversely affect the Heartland Group’s interest margins or overall cost
of funds.
Confij in the fi ial services sector
dversel ff : d a ) r C fND (@ ed inan . n an ilures.
ailures | cur, which Id im confiden f inv Thi for
example, make it more difficult for the Heartland Group to source funding, or adversely
affect the Heartlan 's interes| ins Il cost of funds.
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Regulation

he fi ial perfonmance an ndition of icipants in the New Zealand fi ial
services sector (such as the Heartland Group) may be affected by policies and decisions of
the Government and other regylatory bodies in New Zealand. These policies and decisions
(which may be reflected in changes to existing_taw or regulation, or the introduction of new
law or regulation) m e it more difficult for participants in the New Zealand financial
services sector (such as eartland Group) to source retall funding, may impact the

servicing abilities of borrowers or may result in increased costs being incurred by
arti nts in ew Zealand financial services sector.

Specific risks related to the Heartland Group

Liguidity risk
Liguidity risk is the risk that the Heartland Group may be unable to raise funds at short

{which may include back-up liquidity available under committed bank facilities or

securitisation facilities).

The Heartland Group manages this mismatch by regularly forecasting its future cash flows.
The forecasts take into account the assessed maturity profile of its assets and liabilities,

and are used to identify the scale of any projected funding gaps that may need to be filled.

The assessed maturity profile of its assets and liabilities is based on then current market
conditions, and on past experience. The assessment witl include assumptions as to {among
other things) movement in call deposits, retail reinvestment rates, new retail investment
inflows, and net fending arowth. The validity of these assumptions js tested, and subject
to hindsight review on a regular basis. The Heartland Group manages projected funding
gaps by adiusting retail investment offerinas and lending activity to minimjse any

Liguidity risk may be increased if Heartland incorrectly forecasts its future cash flows and
accordingly the scale of any funding gaps. This may arise because:

(discussed below under “Rate of retail investment inflows”);

e retail reinvestment rates or new retail investment inflows are lower than assumed by
Heartland (discussed below under “Rate _of retail investment inflows”);
e there is an unanticipated delay or failure on the part of borrowers from the Heartland

Group to make interest or principal payments on time (discussed below under “Credit

risk and realisation risk”); or

D there is an unanticipated demand for credit from borrowers, which the Heartland
Group is contractually gbliged to fund.
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LLquaditv may J:e affgmﬁ (for examplel bv

® wistin mitted ilities in 3 i air a
ing repla with sufficie lternative liquid as

3 existing_ committed bank facilities ceasing to be available or being terminated as a

result of anv failure to comply with relevant terms and conditions, or an event of

efault. For e le, Hea has a pumber of ncial nts under i
committed bank facllities that it is required t _Q_ mply with (although these may be
aived or varied without notice to or co investors);

. an existing ggggrgtlgatlgn gmramme ceasing to be avaglable as a result of the

their terms, and not beln replaced; or or

® an existing securitisation_programme ceasing to be avallable or being terminated as
vesult of any failure to comply with relevant €rms an ditions. For example, th
relevant pool of recejvables may fail re erformance parameters.
Heartland may choose to pur: chaje mm—pqrfo ing Ipans. out of a pool of receivables,
to avoid the relevant securitis rogramme ceasing to be available. This would be
adverse to overall i f ich ailable to re) Depositors.

r H ’'s bank facilities ritisati rogr is on e
this Prospectus.

Rate of retail investment inflows

Heartland relies on its retail deposit base (including call deposit balances, and .
reinvestment or new investment in retail term deposits) as its primary source of balance
sheet funding. In the context of retail term deposits, Heartland relies on substantial levels
of reinvestment, the actual and targeted levels of which will vary from time to time.

Call deposit balances, retail reinvestment, rates or new retaii investment inflows may be
lower than assumed by Heartland in forecasting its future cash flows fi time to time. As
noted above, this could increase the liquidity risk of the Heartland Group. Whether it has
that effect will depend on_the extent of the reducti d the availabili r otherwise of
Iternative fundj In dditi his c S0 adv affi ¢ fin c‘al ' ce

higher rates to attract mvestment or m y g djust its Ienqu activitv)

Call deposit balances, reinvest t rates and new i tment inflows are at times affected

by the level of i or confi the eala ncial services sector ge
In addition there are a number of other matters relevant to the level of investor confidence
in the Heartland Grou ecifically. These include:

. the expiry of the Crown retail deposit guarantee scheme;
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3 the credit rating of Heartland; and

¢ __ Heartland ultimately achieving its key objective of bank registration.

Heartland had a guarantee under the Crown retait deposit guarantee scheme which expired
on 31 Pecember 2011. In the context of the existing inv r h of this
guarantee could adversely affect call deposit balances or retail funding reinvestment rates,

and so increase the liquidity risk of the Heartland Group,

The credit rating of Heartland
Heartland has_a credit rating of BBB- (Qutlook Stable) from S&P which is considered an

investment grade rating by market participants. Heartland's credit rating_is in the lowest
tier of the investment grade category®.

Ratings may be changed, withdrawn or suspended by S&P at any time. Any reduction,

withdrawal or suspension in_Heartland’s credit rating could adversely affect the Heartland

Group’s ability £o source cost effective funding and (in addition to adversely affecting_the

financial performance and condition of the Heartland Group) increase the liquidity risk of
the Heartland Group, as described above. Any such reduction, withdrawal or suspension

could also adversely affect the bank registration process described below.

As credit ratings or outlooks may change from time to time, for the most up to date

Heartland credit rating information refer to www.heartland.co.nz.

Bank registration®
A key obijective of the Heartland Group is ultimately to create a New Zealand operated,

controlled and king group, with a parent company listed on the NZSX.
Heartland has engaged with the Reserve Bank regarding its application for bank

registration. The making of any formal application is subject to Heartland being satisfied

that it has met all requirements of the Reserve Bank. The progcess through to formal

application is of indeterminate length. The Reserve Bank Act prescribes what factors the

Reserve Bank must take into account when determining an application. These factors

comprise a range of gualitative and quantitative factors and include the ability of an

applicant to carry on its business in a prudent manner and in particular include:
= _capital in relation to size and nature of the business;

o _loan concentration and gisk exposures;

o liguidity;

o__ separation of the business from other interests of the owner;

¥ For an_explanation of the Standard & Poor's credit rating system, please see Schedule 1 of this

Pro { fhwww, rdandpoors. ratin finitions-and-fags/en under th
clion "Wh he letter ratin n?,

s part of
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» _internal contrgls and accountin :
» _risk management systems and policies; and
=___outsourcing arrangements.

These fgg;g;g are not exhaustive.

rofitabiti r lauidity o the eartland Gr may be ely affectel

[» risk and realisati isk

Borrpwers from the Heartland Group may fail to make interest or principal pavments on
ime

.or may fail to pay at all.

ted abov a h delay or fallg[e on ;he_p,g_r_t_ of borrowers in_maki ,_ng yments
in M BT

ition, an i fail i It In rtian inanciai

loss If the Heartland Grgug was u!timately unable to recover the full amount owed (and S0
would adversely affect the financial performance and condition of the Heartland Group).
This failure to_recover in full may occur because the full amount owed cannot be recovered

from assets held as security (because of lack of demand for those assets, for example).

rf n-core legacy property d Imntlwhlkin

;ng benefit of tne RECL Management Agreemenﬂ to cgmpgngg:g It for loss on ggggln of
these non-core legacy property lgans to a limit of $30 miilion. As at 31 December 2011,
the net book value of loans remaining subject to the RECL Management Agreement was
roXima 0 miltio 0, nt that the agareqgate value of claims made by the
Heartland Group under the RECL Management Agreement (plus interest to the due date for
payment) reaches the 530 million fimit, the Heartland Group will not be able to make any

further claims unde C Mana e Agreement, As at 31 De ber 2011, $318.
million of claims had bes been nade by the Heartland Group under the RECL Management
Agreement (of which $1.5 mi Iuon of claims was paid)_and ther reasonable expectation
that the Heartland Group will fully utitise the $30 million limit,_

Lol (4 Heartland doe_g_ﬂbtaln bank___glstgamg_n_ Trust Degd wg[l b_e~d _s_hq ggg z_im:l_ﬂzgr_tl_am:} ___Lll be
P e ank & DEDOsILs .

i i
Heartl 0 o is inch i first_araph

33 Eurther information on the RECL, Management Agresment_is contained.in the “Material contracts” section
of this Prospectus on page 87, ,

002694842/1070270:2 44



Current economic conditions make it difficyl the full amount owed in respect of
certain property [ending, because of a ed demand for the relevant real estate
at the present time. While the Heartland Group does have the benefit of the RECL

Managemént Agreement_may not be recovered.

Where borrower default occurs and the Heartland Group determines it will be unable to

recover the fyll amount owed from assets held as security, impairment provisions may be
required to be made by the Heartland Group.™

As at 31 December 2011:

»__The balance of provisions held on the Heartland Group’s balance sheet for impairments
was approximately 1.4 % of the Heartland Group’s gross finance receivables. If

securitised receivables are excluded from the Heartland Group’s gross finance

receivables, the ratio becomes approximately 1.6%:

o The agagreaate of net non-performing foans taken together with investment property
belng property taken onto the balance sheet on enf: ent of securi represented

property. If net securitised receivables are excluded from the Heartland Group’s net
finance receivables, the ratio becomnes approximately 7.9%. Net non-performing loans

include specifically impaired, past due over 90 days, and restructured assets less
provision far impairment.

For fuller information refer to note 29 to Heartland’s audited financial statements for the 6

months ending an 31 December 2011,
Concentration risk

Concentrations of credit risk exist if there is a large exposure to a single counterparty, a

number of counterparties are in a_similar geographic location or a number of
counterparties are engaged in similar activities and_have similar ecgnomic characteristics

that would cause their ability to meet contractual obligations to be similarly affected by
changes in economic or other conditions.

As all of Heartland’s lending is in relation to New Zealand based assets, the Heartland
Group is exposed to economic conditions within New Zealand.

While the Heartland Group does lend to a variety of borrowers in different gecgraphic and

industry sectors in New Zealand, each sector has particular risks assaciated with it, The
rural sector is subject to environmental changes (for example, drought a isease). and

all industry sectors are subject to economic changes (for example, price movements) or

affecting factors such as tariffs), which could disrupt the business and competitiveness of

borrowers from_the Heartland Group, or otherwise affect the ability of borrowers to mak
payiments.

" statements for the six months ending on_31 December 2011,
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Currency tisk
hi has no direct exposu UITE isk, flu ions i
ﬂeﬂla_a_@m.eﬁaug_aﬂve tgg;ﬂguyﬂ_gugnes_mmgt on exm_gilgg.ﬁ,gm_ums on

@Jﬂﬂg__b_qrrgwe:g fromthg d g ang Group to r ggx o_a_g 7

(] I K

]h_Hﬂttlgngﬁ_up_h__gs insg___rest m@.ﬂz@ﬂm&wﬂ.@m

securlt_y as investment gr operty. Tt Tne grggmg value oflnvestment g _gp__e_gy w:ll be b_gg d

on fai A¢ independent val r similar evi dijusted where
necessary go take into account market movements since the _cjgj:g of valuation). If property
a n adver ff he fin rformance an ition
of the Heartland Group.

DT {ation
Heartland as an NBDT is required to comply with_a set of prudential requirements as

rl in Part SD of the R e Bal t d relevan tions. tial
requirements are broadly categorised into the following six areas:
»__credit ratlng:

¢ ___risk management;

capitat;

+ __related party exposures;
s liquti H
s__governance.

Any material failure t Iy with Jiremen Id result in dam o the
reputation of the Heartland Group, and expose the Heartland Group te financial or ather
penalties.

Any change to existi r requiati i in i w law or regulation
ould result in ad i o iremen ing impos don h rtl nd Gr nd result in

this Prosgectgs, there is an NBDT Bill in select ggmm g;gg wbile If enacted, wi!l reguure
licensing, approval of directors and restrictions on changes in gwnership for NBDTs.

ton i fi f rvi
om etlto fom th | cu _____ I—;T'v_l_c_ S rtici I_d;n
savings institutions and fi ‘ ni new entr: mark
e nd Gr may not be able to retain existing_investors o OWers, or a
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investors or borrowers, if it is unable to maintain the competitiveness of its oroducts apd
services as compared to those offered by other financial services sector participants,

Failure to implement strateqgy
If the Heartland Group's strategy is not achieved as anticipated, or is significantly delayed,

the financial performance of the Heartland Group could be adversely affected.

As part of the Heartland Group’s strategic Initiatives, the Heartland Group may seek to
arow its existing business organically or through acguisitions of new businesses or assets
that fit with its lending criteria. This strategy involves a number of risks, including:

= failure to identify material risks or liabilities associated with the acguired business or

e the Heartland Group failing to achieve the anticipated benefits of acauired businesses

or assets due to unexpected difficulties in successfully integrating the operations of

acquired businesses or assets with existing operations;

° the acquired businesses or assets proving not to be as profitable as expected, or
resulting in the Heartland Group incurring unforeseen liabilities; and

e Heartland not being able to raise the additignal capital required in order to increase

Its asset base.

Operational risks
If operational risks are not identified and properly managed, the Heartland Group may be

exposed to financial loss and damage to its reputation. These risks include:

o potential faiture of business continuity and disaster recovery processes, and data
integrity risk;
° a breakdown in internal control systems or operating procedures;

disruption caused by seeking appropriate repiacements;
° the risk that the Heartland Group or any of its businesses and customers is the victim

of fraud;

N the possibility of a dispute that results in court or arbitration proceedings that could

undermining the competitiveness_or profitability of any of the Heartland Group’s
products or services; and

. a natural disaster disrupting the ability of the Heartland Group to operate its
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Info, a ion hnol risks

delivery o f financial ¢ sennces to cu:tnmers de ‘pﬁendent on thg ayanlab:lvtv élli rell gb ;x of its
information technology systems. The Heartland Group’s ability to compete effectively in
thg future will, in M, be drlvgn by ;g Q;hty to mamtam an agg prigte mformgtlon

me efore inv a be I h itors.

These include payments to secured creditors and qertam claims ¢ set out in fegislation
including tax. tain payments to em es and any liquidator’s costs,

After the payment of these preferred creditors, the Deposits will rank equally in all respects

with ali existing and future debt securities jssued eartland pursuant to the Trust Deed
as well as Heartland’s bank funding and afl other _ugn_gcured and unsubordinated
bligations of Heartland, and without priority or ce amongst themselves.

eral—maﬁeet—eeﬂdmeﬁﬁnay—resule-m—reéueed—demaﬁd—fer
' funding-or-other-products-and-services-provided-by-the-Hearland-Group-and -a-reduced

092694842/1970270:2 . 48



e%&nﬂﬁ%%eaeﬂmd&%ﬂ%&w&ﬁdam#%ﬁeﬁeﬁﬁm%

Thls—couldﬁmake ik mere -diffieultfor theLHeartland Group~te -obtain- funding from

ﬁnanexalvor~ot~her~penaltle&

l 1 e-in-additional
requirements-being-imposed-on-the-Heartland-Group-or-result-in-increased-costs-being

be-able- t&ralse sufﬂaent funds——to-—meet—its ﬂnanaal ebhgatlons as-they-fall- due—-These
financial-ebligations-includerepaymentof Depesitsbends-and-otherretait fundingissued
by-Heartland-as-they-mature:
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Greup-»s-ﬁnanelal assets-and IIabllltles-

The~Hea rtland—Greup may—net be-able—twalse»sufﬂclentvfunds-t& meet lts ﬁnancnal

*———Bank- facllltles—and—securmsatlon—fae:lntnes»(both—eemmenly—referred»te—as-‘lwhelesaIe

funding-facilities™)—and
s—retall funding-{including-NZDX-listed-bonds):

As—te—shareheldem funds—HeaFtland—may—seek t&mse—ﬁunds fram the-shareheldem—ef—lts

support-such- a—aapnt—al -Falsing-at-the- tume—it—:s—c—entemplated—and-l-leaﬁtland-may—be—required
MWHWW%%%WW&F&WW

capital-raising.

aumber-of-other-matters-relavant-te-the-level-of-investor c«anﬂdenr:«e—m—theHeartland-Gmup
specifically—These-include-thefollowing:
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T -
At thefiateﬂf the—amendment—eﬁ-thlstrespectus~Heartland has—acredtbrﬂtmgﬁﬁBBB-

category=

On-[—}-Pecember-2011-S&P-updated Heartland's-credit-rating-eutiook-from-—negative” to
Sstable—A-stableeutiocicindicates-that the-creditrating-is-unlikely-te-charge-tnthe
fellowing-6-to-24-menths:

A . . | I f . tirne-fort " ;

Heartland-credit-rating-Information-refer-to-www-heartland-co:nz:**

; it roting?

A-credlt—ratmg -is-a-rating-agency’s- eamlen@fvan -institutiens-ability te—pay—back In full-and

S&P's-long-term-issuer-rating categories;from-strongest-ereditworthiness-te-most
vutnerableare-outlined-below-

092694942/1970270-2 51



Heardlands BER
credit-rating-of Fab BAAFRHEM S e z = £ 3 i =
BBB—shs-in-the cnreumstanc—es—are—mer&hkdy te4ead te-a—weakened—eapaelty-af the—obhger
towesttierof to-mecetits-Rnancialcommitments:

this-lavestment

commitments-

ece Currently—vulnerable&-Ameblnger—ratedcec ls—curreatly—vulnerable—-and«:s

B/SD  Selective Defauit/DefauitAn-obl ted-SB-{selective-defoult) or £

tdefault)-has-failed-to-pay-one-or-mere-of-its-financial-obligations-trated-or

“Investment-grade’is-broadly-bsed-te-deseribe-issuers-and-issues-with-relatively-high

levels-of-eredibwerthiness-and-eredit-guality—Ir-contrast-the-termnoninvestrent-grade”
ertspeeulative-grader—gencraly—refers-to-debl-securities-where-the-issuercurrently-has
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n i "

Additional-information-can-also-be-found-on-S&Ps-website-www:standardandpooers.comt:

Invest s0-Wish-t ) piser-for .

Heartland-encourages-you-to-do-se:

Fwo-final-things-tg-note
Credit-ratings-are-only-one-teot-ossessingrisicond-the-Reserve-Bank-advisesinvesters
to-seel-mere-information-ormaking-wiseinvestment-decisions:

Sa.fs croditratinas-are-staterments-of esini tctat o of fact ot

te—buy—-held—erAsell~any—secuntles—Aecerdmgly,—any—user ofwcredtt—ratlngs‘sheuld net - rely-on

the-HeartIand—Greup,»as~descnbed above-
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a—loaMoneentratlen—and—rlsk—exbesurea-;

auidity:
+—separation-of-the-business-frormetherinterests-of the-ewner:
«—internal-controls-and-accounting-systerms;
~—risicmanagement-systems-and-poelicies;-and

——oulsourcing-arrangements:
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o—capita;

s-—related-party-exposures;

e—liguidity:-and

beinrg- incurred by—the—Heart!and@reumehereas -a-| NBDT Bilk-in-Seleet- eemm|ttee—which—|f

enacted-willrequire-Hicensingapproval-of directors-and-restricions-on-changesin

ownerships

Intarest-rate-risk
’I‘he Heartland- Greup helds—mterest bearrngasset—s -and- I;abrlot«es—and—lncurs«lnterest~rate

If-a-borrower-fails-to-meetts-principal-or-interest-payment-obligations;the-Heartland

Group-may-heed-to-realise-any-ossebwhich-bas-been-provided-asseeuriby-for-thatloans
Fhere-ds-a-risk-that-the-realisable-value-ofany-such-asset-may-belessthanthe-value-of-the

lean;-for-example-because-of-lack-of-demand-for-that-asset-and-that-the-Heartland-Group

wil-be-unable-to-recover-the-fullameuntowed—Current-economic-canditions-ay-rrakeit

mereﬁnfﬂcul&te—recover th&full—amount—ef—leans threugh- the—reahsatton of- secursty

|ts—fmanc»ai—perfermance-and—cendltaen—

-In—terms —of preperty-lendmg-;~the~Heartland Group- Iends -to-berrowers-based- en-mertgage

Heartland-has-a-number-of-legacy-property-development-loans-which-it-isseeking-to-exit

Hewever-the-board-ef-Heartland-consi

Heartand-Groups-loan-portfelio-and-the-limited-concentration-of-the-Heartland-Group’s

fending-to-any-partiewlarcustemer-offerthe- Heartland-Group-semedegree-ef-protection-n

necessary-to-take-into-account-market-movements-since-the-date-ef-valuation—If-property
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F. . I ’I'li F ll ‘ I ' ‘ l' __ 5 .

Fmpoairment-of-assets
As-neted-abev&%ermwem—ffem—theﬂeaﬁland Gmupmay—defaulben—payments»-vln-such

»—the-acquired-businesses-or-assets-may-not-prove-to-be-as-prefitable-as-expected-or

i the-Heartiand-G ; , : Habiities:

+—— that-Heartla nd—may~net—be-ablete~naise—theadditienal—eaﬁihai—ﬂeauired-in—efder—t-e

contrel—'rhe»ruraldsectorols—subjeet -te- envlronmentaI-changes-éfer—example,-dreught—and

mwﬂwmmmmm

in-commodity-prices}-or-political-changes-(for-example-New-Zealand-Government-and
#esewmmeaﬁe%wﬁﬁee&ng—ﬁae&&w&h%ﬁsﬁ%&eh%wﬁp&he
businessand-comp

of-those-clients-to-make-repayments-under-their-loans.

a-borrower” &abnhtv—ta Fepay—er—reﬁnanee—lean~faahttes-wlth theHeartland«Gmup
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integration-process:

o sional-and-oi -

The-Heartland -Group-may-be- expesed -to-financial-loss-and/or- damage -to-its-reputation-if

adversely-affect-the-Heartland-Greup’s-financial-position-and-reputation;

; bitier—of b . e " o

theumarket -or-of-a- cempenter follewing-an—aggressrve pncmg strategy,—thereby

busmess—
- . ol -
InE . Aol | " ta-the_Heartland G s busi —with-th

bt | oliabilitv-oi

informanenmtechnelegy-systems The~Heartland Greups—abmty ~£0- cempete effectwely iR

of-Heartland-or-any-Guaranteeing-Subsidiary:
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BPepositers:—Fhese-claims-are-set-out-in-legislation-and-include-seeured-creditors- taxes;
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SECTION #6: FINANCIAL INFORMATION

This section contains financial information required by clauses 8 and 9 of Schedule 2 to the
Securitles Regulations.

Audited Financial Statements

This section contains summary historical financial information of the Heartland Group for
the last five financial years. This historical financial information has been prepared from
the 30 June 2011 audited financial statements of Heartland and PWF, the 30 June 2010
audited financial statements of MARAC and Southern Cross, the audited financial
statements of CBS Canterbury at 31 March 2010 and the unaudited financial statements of
CBS Canterbury for the three months ending 30 June 2010.

KPMG’s report in relation to the financial statements of MARAC for the year ended 30 June
2009 made reference to those financial statements belng prepared assuming the successful
conclusion of matters relating to MARAC's bank financing arrangaments. These matters
were successfully concluded subsequent to the completion of KPMG’s 2009 audit, and this
was noted in their December 2009 report for inclusion in MARAC's prospectus. With the
exception of this explanatory paragraph, none of the audit reports for the audited financial
statements on which these historical summaries are based contain qualified opinions or
any explanatory paragraphs highlighting matters regarded as relevant to a proper
understanding of the basis of the opinions given.

The full financial statements for each entity were prepared in accordance with NZ GAAP.
Each of Heartland, PWF, MARAC, Southern Cross and CBS Canterbury is a profit-oriented
entity and has made an explicit and unreserved statement of compliance with IFRS in its
full financial statements.

The summary financial statements have been prepared in accordance with FRS43
(*Summaeary Financial Statements”). However, these cannot be expected to provide as
complete an understanding as provided by the full financial statements of each entity.

Copies of the full latest financial statements for Heartland, PWF, MARAC, Southern Cross,
and CBS Canterbury may be obtained from the Heartland registered office or by
downloading these from www.heartland.co.nz. Copies of the full annual financial
statements for each entity may also be downloaded from the public register for companies
or building societies maintained by the Companies Office at

Wwww.business.govt.nz/companies.
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Heartland: Summary Financial Statements

sartland Bullding Soclety
S ry Fi fal St
PREVIOUS
Nz IFRS NZ GAAP
Istatements of Comprehensive Income
Audited Audited Audited Audited Audited Audlted'#
12 months 12months 12months 12 months 12months 12 months
to303une to303une to30June to30June to30ljune to 30June
2011 2010 2009 2008 2007
Consolldated $000 $000 $000 $000 $000
Interest income 151,287 148,337 168,933 173,438 134,848
99,705 89,271 109,318 108,637 80,371
61,592 59,066 58,615 64,801 54,478
8,088 10,015 _ 6,01 5,389 5,504
70,580 69,081 65,619 70,180 59,982
22,049 13,049 13,377 14,411 12,454
7 1,97 11,67, 1,404 697
ent and tax 25,754 44,056 40,571 44,375 37,831
13,298 765 13,318 $.726 955
12,456 2 27,253 38,649 36,87
4,712 5,992 8,199 12,785 12,199
7,744 14,299 19,0549 25,864 24,677
]sr.atnmgnts of Comprehensive Income
Net profit after tax attributable to: :
owners of the soclety 7:744 14,299 19,053 25,864 24,677 24,904
IOther comprehensive income/(lass)
for the period, net of tax
et change In available-for-sale
reserve, net of tax i - - - - -
Nat change In definad benefit plan
reserve, net of tax 14 - - - - -
fective poition of changes in fair
aiue of cash fiow hedi net of tax 506 4208 {4,427} {1,765} . -
Total comprehensive income for the
riod, nat of tax 8,485 18,507 14,627 24,993 24,677 24,904
Total comprehensive income
attrlbutable to: owners of the
soclet: 8,465 18,507 14,627 24,099 24,677 24,904
]SEternenh Of Changes in Equity
Opening balance 206,468 152,861 139,989 120,850 107,463 110,790
[Total comprehensiva income for the
oeriod attributable to: owners of the
saciety 8,465 18,507 14,827 24,099 24,677 24,904
Contributions from owners 79,774 35,000 11,345 - - -
Distributions to ownars (866) - {13,000) (5,000} {11,250) 11,250
Closin lance 293,841 206,468 152 961 139,989 120,890 124,444
Components of equity: .
iSnere capitat 134,774 55,000 20,008 20,000 20,000 20,000
{Capital reserve - - - - - 14
Ratained esmings 160,330 153,452 139,153 121,754 100,890 104,430]
Available for sale reserve 111 - - - - -
Defined benefit reserve 14 - - - - -
Fair value thraugh other comprehensive
income resarve (1,388) _(1,884) {6,192) 1,7 - -
Total Equit 283,841 206,468 152,961 139,989 120,890 124,444
60
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From a legal perspective MARAC Is a subsldiary of Heartland, however, under New Zealand
equivalents to International Financial Reporting Standards (NZ IFRS) MARAC Is treated as
the acqulrer of CBS Canterbury and Southern Cross. The effect of this is that the
comparative consolidated financial statements for the years ending 30 June 2010, 2009,
2008 and 2007 represent a continuation of the MARAC Group only, given Heartland was
not formed until 5 January 2011,

Heartland's consolidated Statements of Comprehensive Income and consolidated
Statements of Cash Flows reflects the operations of the MARAC Group from 1 July 2010 to
S January 2011 and the Heartland Group from 6 January to 30 June 2011, whilst the
consolidated Statements of Financial Position as at 30 June 2011 reflects that of the
Heartland Group.
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Heartland: Summary Financial Statements

Faarﬂund Bullding Soclety
¥ Pl ial Stat
PREVIOUS
NZ IFRS  NZ GAAP
P&M&MEM@M
S—
Audited Audited Audited Audited Audited Audited]
As at As at As at Asat As at As at
30 June 30 June 30 June 30 June 30June 30 June,
2011 2010 2009 2008 2007 2007

Consolidated $000 $000 $000 $000 $000 $000
Assets ] B
[Cash and cash equivalents 267,034 86,406 62,462 8,655 - -
Investments 17,831 - ’ - - - -
Investment Properties 34,492 - - - - -
[Finance recelvables 1,497,618 941,328 1,136,646 1,011,954 1,197,815 1,204,210
[Finsnce recelvables - securitised 203,693 160,853 157,541 291,532 - -
Operating lease vehicles 32,727 42,895 38,200 25,715 36,834
Intanglble assets 21,602 901 - - -
Other assets 34,481 82,173 19,537 10,904 7,261
Tota| Assats 2,115,485 1,294,556 1,412,795 1,352,264 1,241,910
Linbilitles

nk overdraft - . - - 910
posits and Interest accrals 1,593,247 834,381 1,066,231 901,091 1,088,450
mawings - Securitised 194,277 145,298 150,728 283,042 -
34,120 104,405 42,875 28,142 33,660
1,821,644 1,08&2& 1,259,839 1,212 275 1,121,020 1,121,670
293,843 206,468 152,05 139,089 120,850 124,444
134,774 55,000 20,000 20,000 20,000 20,000
159,067 151,468 132,961 119,889 100,890 104,444
293,841 206,468 152,961 139,989 120,890 124,444
[stataments Of Cash Flows
Audited Audited Audited Audited Audited Audited
12 months 12 months 12 h 12 th 2 t| 12 th
to30June to30June to30June to3DJune to30June to 30 June
2011 2010 2009 2008 2007 2007
Consolidated $000 $000 $000 $000 $000 (1]
Net cash flows from/(used in) operating
activities : 2,820 98,664 5,915 5,115 29,374 38,06
Net cash flows from/(used in) investing
activitles 20,502 124,213 73,764 {77,612) (168,415) (177.107))
Net cash flows fromy{usad In) financing
activitles (45,820) {199,933) (23,038) 82,062 144,427 144,427
Net Increase/ (decrease) In cash
held (26,498) 23,944 56,643 9,565 5,386 5.386|
dd opening cash brought forward:
Cash on hand and &t bank 86,406 62,462 8,655 (910} (6,296) (6,296),
207,126 - {2,836) = L -
rd 267,034 86,406 62,462 8,655 {910) {910)
267,034 86,406 62,462 8,555 {810) (910)
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From a legal perspective MARAC is a subsidiary of Heartland, however, under New Zealand
equivalents to International Financial Reporting Standards (NZ IFRS) MARAC is treated as
the acquirer of CBS Canterbury and Southern Cross. The effect of this is that the
comparative consolidated financial statements for the years ending 30 June 2010, 2009,
2008 and 2007 represent a continuation of the MARAC Group only, given Heartland was
not formed until 5 January 2011.

Heartland's consolidated Statements of Comprehensive Income and consolidated
Statements of Cash Flows reflects the operations of the MARAC Group from 1 July 2010 to
5 January 2011 and the Heartland Group from 6 January to 30 June 2011, whilst the
consolidated Statements of Financial Position as at 30 June 2011 reflects that of the

Heartland Group.
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Heartland: Notes to Summary Financial Statements

Heartland is a profit-orlentad entity, which for accounting purposes consolidates the
MARAC Group. The "MARAC Group” Is a profit-orlented entity, which consists of MARAC,
Heartland {formerly MARAC) ABCP Trust 1 (Trust), MARAC Retirement Bonds
Superannuation Fund (Fund) and Heartland (previously MARAC) PIE Fund (PIE). The Fund
was wound up with effect from 31 October 2010.

Heartland consolidates two securitisation trusts ~— Heartland {formerly MARAC) ABCP Trust
1 (as above) and CBS Warehouse A Trust (Trusts). The assets securitised Into the Trusts
continue to be recognised In Heartland's financlal statements, however those assets are set
aside for the benefit of the Investors in the Trusts and da not form part of Heartland’s
assets which are avallable to repay holders of Heartland debt securities.

The summary financial statements of Heartland have been prepared on the following basis:

» The values presented in the summary financial statements for the financial year ending
30 June 2011 were extracted from the full financial statements of Heart!land Building
Society. The values prasented in the summary financial statements for the financial
years ending 30 June 2010, 2009, 2008 and 2007 were extracted from the full financial
statements of the MARAC Group.

« The fuil financlal statements for the financial years ending 30 June 2011, 2019, 2008,
2008 and 2007 have been prepared In accordance with NZ GAAP and comply with New
Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) as
appropriate for profit oriented entities. The full financial statements for the financial
years ending 30 June 2011, 2010, 2009, 2008 and 2007 included an explicit and
unreserved statement of compliance with IFRS, The full financial statements for the
financial year ended 30 June 2007 have been prepared in accordance with NZ GAAP and
comply with New Zealand Financlal Reporting Standards (NZ FRS) applicable prior to the
implementation of NZ IFRS (previous NZ GAAP).

s Heartland Building Society full financial statements for the financial year ending 30 June
2011, and the MARAC Group full financial statements for the financial years ending 30
June 2010, 2009, 2008 and 2007 presented in the summary financial statements as the
Heartland Building Society comparatives have been audited. KPMG’s report in relation
to the financial statements of the MARAC Group for the year ended 30 June 2009 made
reference to those financlal statements being prepared assuming the successful
conclusion of matters relating to MARAC's bank financing arrangements. These matters
were successfully concluded subsequent to the completion of KPMG's 2009 audit, and
this was noted in their December 2009 report for inclusion in MARAC’s prospectus. With
the exception of this explanatory paragraph, none of these audIt reports contain
qualified opinions or any explanatory paragraphs highlighting matters regarded as
relevant to proper understanding of the basis of the opinions given. These financial
staternents may be obtained from the Heartland registered office, or downloaded from
the public register for building societies maintained by the Companles Office at

www,business.govt.nz/companies.

« The accounting policies that have been applied in preparing Heartland Building Society’s
full financial statements for the year ended 30 June 2011 are conslstent with the
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accounting policles applied in the MARAC Group full financial statements for the year
ended 30 June 2010.

+ _The cash impact of the movement in finance receivables and operating lease assets are

reflected as operating cash flows, from 30 June 2010 and 30 June 2009, respectively.
The im f these a nts on historical period revigusly recorded as investin

cash flows, can be calculated from the audited financial statements from which those

summary financial_statements are extracted.

« The summary financial statements cannot be expected to provide a complete
understanding as provided by the full financial statements from which they are
extracted.

The summary financial statements comply with the Financial Reporting Standard 43
(FRS 43) “Summary Financial Statements” as required by the Securities Regulations.

¢ The summary financial statements reflect the current presentation requirements of FRS
43 “Summary Financial Statements” (as amended by the consequential amendments of
NZ IAS 1 Presentation of Financial Statements (revised 2007)) for all periods presented,
including the presentation of other comprehensive income and total comprehensive
income.

« The summary financial statements are presented in New Zealand dollars which Is the
functional currency of Heartland. Unless otherwise indicated, amounts are rounded to
the nearest thousand.

The summary financial statements were authorised for issue by the Directors of Heartland
on 19 August 2011.
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PWF: Summary Financial Statements

lPGEWﬂylltson Finance Limltad
S y F | Stat
PREVIOUS
NZ IFRS NZ GARP
Stataments of Comprah come
Audited Audited Audited Audited Audited Audited
12 months 12 th 12 h 12 th: 12 months 12 months
to30June to30June to30June to30June to3dJune ta 30 June
2011 2010 2009 2008 2007 2007
$000 - $000_ - $000 $u00 $000 $000]
fintenest Income " 54,183 58,730 56,685 49,678 32,877
32,609 30,357 758 34,322 25,064
21,874 28,373 18,927 1 12,813
946 925 516 338 -
Tot:l operating income bafora other .
22,520 29,298 19,843 15,694 12,813
4,703 4,365 4,542 3,786 3,443
2,314 3,035 1,611
12,987 8,873 2,759
2,877 460 (480) (480]]
13,095 10,110 8,413 8,239 §.44_6_H
1,002 245 . -
1,002 245 - -
11,112 8,658 8,239 446|
3,334 2,839 2,787 2,787
4,533 7,778 5,819 5,452 5,659
Net profit after tax attributable to:
ownets of the entity 4,533 8,933 7,778 5,819 5,452 5,659
Other comprahensiva Incoms/(loss)
for the perlod, net of tox
Effective portion of changes In fair
5,146 {52) {538} -
Total comprehensive Income for the .
eriod; net of tax 3,281 5941 12,924 5,767 4,914 5,659
Totul comprehensive Income
ibutabis to: owners of the entity 3,251 5,941 12,924 5,767 4,914 5,659
{stntements OfChanges In Equity
jOpening balance 100,375 66,816 53,892 40,625 31,211 31,623,
Total comprehensive income for the
[perod attributable to: owners of the
lentity 3,251 5,941 12,924 5,767 4,914
Centributions from owners - 33,850 - 7,500 10,000
Distributions to owners 2,707 6,232 - . 5,500
Closing Balance 100,919 100,375 66,816 53,892 40,625
Components of equity:
Share capltal 31,500 31,500 31,500 31,500 24,000
Capital reserve - - - - -
Retalned earnings 35,569 33,743 31,082 23,394 17,575
Preference Shares 33,850 33,850 - - -
Falr value through other comprehenstk
- 1,282 4,274 (1,002 )
100,919 100,375 66,816 53,892 40,625
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PW#E: Summary Financial Statements

PGG Wrightson Finance Limited

S y Fil fal Stat t:
PREVIOUS
NZ IFRS NZ GAAP
Statements of FInanclal Position
Audited Audited Audited Audited Audited Audited
As at As at As at As at As at As at
30 June 30 June 30 June 30 June 30 June 30 June
2011 2010 2009 2008 2007 2007
$000 $000 $000 $000 $000 $000
Assets
Cash and cash equivalents 71,617 9,277 3,779 825 - -
l.oans and advances 381,778 530,119 559,659 502,591 394,443 354,443
Assets classified as held for sale 50,522 - - - - -
Other assels 14,815 10,266 12,037 4,248 3,823 3,251,
Total Assets 518,732 549,662 525,475 507,464 398,266 297,694
Liabliities
Bank overdraft - - - - 475 475
Bamowings 412,293 439,057 499,146 449,483 351,631 352,405
Other liabilites 5,520 10,230 9,513 4,089 5,535 3,032
Total Liabllitles 417,813 449,287 508,659 453,572 357,641 355,912
Net Assets 100,919 100,375 66,816 53,892 40,625 41,782
Equity
Share capital 65,350 65,350 31,500 31,500 24,000 24,000
Resarves 35,569 35,025 35,316 22,392 16,625 17,782
Total Equity 100,919 100,375 66,816 53,892 40,625 41,782
Statements Of Cash Flows
Audlted Audited Audited Audited Aupdited Audlted
12 months 12Zmonths 12months 12months 12 months 12 maonths
te 30 June to30June to30June to3DJune to30June to 30 June
2011 2010 2009 2008 2007 2007
$000 $000 3000 $000 5000 $000
Net cash flows fromy/(used in) operating
activities 4,814 20,638 14,232 5,496 7,539 7,538
Net cash flows fromy(used in) investing
activitles 88,897 20,373 (61,143) (109,439) {112,885) (63,307)
Net cash flows fromy{used in) financing
activities (31,371) (35,513) 50,065 105,043 103,402 53,824
Net increase/{decrease) in cash
held 62,340 5,498 3,154 1,100 {1,944) {1,944)
ladc opening cash brought forward:
Cash on hand and at bank 8,277 3,779 625 (475) 1,469 1,46
Closing cash carrted forward 71,617 9,277 3,779 625 (475) {475)
Comprising:
Cash on hand and at bank/ bank
overdraft 71,617 9 277 3,779 625 (475) (475)

892694842/3970270-2

Date of Authorisation of Financial Statements

At horlsed for issue by the Board 29-Aug-2011 12-Auqg-2030 27-Aug-2009 19-Aug-2008 16-Auq-2007 _16-Aug-2007|
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PWF: Notes to Summary Financlal Statements

‘The amounts stated above for the financial years ending 30 June 2011, 2010, 2009, 2008
and 2007 are taken from the audited financial statements of PWF. All years' financlal
staterments have received an unquatified audit opinion with no matters highlighted by the
auditor that would be regarded as relevant to a proper understanding of the basis of the
opinion. The summary financlal statements for the vears ending 30 June 2011, 2010,
2009, 2008 and 2007 were prepared on the basls of New Zealand equivalents to
International Financial Reporting Standards as disclased in the basls of preparation section
of the notes to the full financlal statements. The results for the year ending 30 June 2007
have also been amended for compatison purposes. Pre-NZ IFRS figures for the year
ending 30 June 2007 were prepared in accordance with previous GAAP. At the date of
preparing the summary financial statements, PWF was a single entity profit oriented
company that did not qualify for differential reporting concessions.

The summary financial statements cannot provide as complete an understanding as
provided by full financial statements. These financial statements may be obtained from
the Heartland registered office, or downloaded from the public register for companies
malntained by the Companies Office at www.business.qgovt.nz/companies. )

The Summary Financial Statements have been extracted from the followlng audited full
Financial Statements:

» Year ended 30 June 2011, which were authorlsed by the PWF board on 29 August
2011 and audited by KPMG who Issued an unqualified opinion on 29 August 2011;

Year ended 30 June 2010, which were authorised by the PWF board on 12 August
2010 and audited by KPMG who issued an unqualified opinion on 12 August 2010;

s Year ended 30 June 2009, which were authorised by the PWF board on 27 August
2009 and audited by KPMG who issued an unqualified opinion on 27 August 2009;

» Year ended 30 June 2008, which were authorised by the PWF board on 19 August
2008 and audited by KPMG who Issued an unqualified opinion on 19 August 2008;

« Year ended 30 June 2007, which were authorised by the PWF board on 16th August
2007 and audited by KPMG who issued an ungualified opinion on 16 August 2007.

Each of the full financia! statements are presented in New Zealand dollars which was PWF's
functional and presentation currency at the date of preparing the summary financial
statements. All values are rounded to the nearest thousand dollars. The summary financial
statements have been prepared in accordance with FRS 43 subject to the Securities
Regulations 2009. o

The summary financlal statements were authorised for issue by the directors of PWF on 29
August 2011.
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MARAC: Summary Financial Statements

{MARAC Finance Limitad

s v Fi Tal Stat .
PREVIOUS
NZ IFRS NZ GAAP
;Statements of Comprahensive Income
Audited Audited Audited Audited Audited

12 months 12 months 12months 12wmonths 12 months
to30June to30June to30June to 30 June to 30 June

2010 2009 2008 2007 2007
Parant and Consolidated $000 $000 $000 $000 $000
Interest Incoma 148,337 168,933 173,438 134,849 121,228
lInterest expense 89,271 105,318 108,637 80,371 81,059
Net Interest Income 59,066 59,615 64,801 54,478 40,167
Other net Income 10,015 6,004 5 389 5,504 18,861
Total operating iIncome before other
69,081 65,619 20,190 59,982 59,128/
Employee benafits 13,049 13,377 14,411 12,454 12,080
11,976 11,671 11,404 8,697 9,477,
44,056 40,571 44,375 37,831 37,571
23,765 13,318 5,726 955 35¢]
20,29 27,253 38,645 36,876 37.215‘
5882 8,198 12,785 12,199 12,311
14,299 19,054 25,864 24,677 24,504]
|Statements of Comprehensive Income
Net profit after tax attributable to:
owners of the entlty 14,299 19,054 25,864 24,677 24,904
Other comprehenslve income/(loss)
for the perlfod, net of tax
Effective portion of changes In fair
Bs, nat of tax 4,208 (4,427} (1,765) - -
Total comprehensive Income for the
eriod, net of tax 18,507 14,627 24,099 24,677 24,904
Total comprehensive income
attrlbutable to: owners of the entity 18,507 14,627 24,099 24 677 24,904
Statements Of Changes fn Equity
Opening balance 152,961 139,989 120,890 107,463 110,790
[Total comprehensive income for the
period attributable to: owners of the
lentity 18,507 14,627 24,059 23,677 24,904/
iContributions from owners 35,000 11,345 - - -
Distributions to gwners hd (13,000) (5,000} {11,250) (11,250)]
Closing Balance 206,468 152,961 139,989 120,890 124,444
Components of equity:
Share capital 55,000 20,000 20,000 20,000 20,000
[Capital reserve - - - - 14]
Retalned earnpings 153,452 139,153 121,754 100,890 104,430
Fair value through other comprehensive
ncome reserve {1,954y (6,192) (1,765) - -
Tatal Equity 206,468 152,861 139,989 120,830 124,444
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MARAC: Ssummary Financial Statements

C Finance Limited
Summary Financial Statements

lﬁgﬁﬂg of Financlal Pasition

PREVIOUS

il _NZGAAP

Auvdited Audited Auvdited Audited Audited

As at As ot As at As at As at
30 June 30 June 30 June 30 Jupa 30 June
2010 2009 2008 2007 . ‘2007
Parent and Consolidated $000 00 00! 000 000!
[Assets
Cash and cash equivalents 86,406 62,462 8,658 - -
Finance recelvables 941,328 1,136,645 1,011,954 1,197,815 1,204,231
Finance receivabies - securtised 160,853 157,941 291,532 -
Oparating lease vehicles 42,895 36,208 29,719 36,834
Other assets 53,074 18,537 10,404 2,261
Total Assets 1,294,556 1,d412,7 1,352,264 _ 1,241,910
LiatHities
ik overdraft . - - 910
posits and Interest accruals 834,381 1,066,231 901,091 1,088,450

rowings - Saecuritised 149,798 158,728 283,042 -
ha 104,408 42,875 28,142 31,860
1,088,086 1,250,834 1,212,278 1,121,020

206,468 152,961 139,989 120,890

55,000 20,000 20,000 20,000 20,000
151,468 132,951 119,589 100,890 104,444
206,468 152,961 139,989 120,890 124,444
Statements Of Cash Fi
Audited Audlted Audited Audited Audited
12months 12months 12months 12months 12 months
to 30 June to30June to30June to30June to 30 June
20120 2009 2008 2002 2007
Parent and Consolidated $000 $000 $000 $009 $000
Nat cash flows frony(used in) operating
ctivities 36,373 5,915 5,118 29,373 38,0561
Net cash flows frony'(used In) Investing
[activities 193,504 73,764 (77,612) {166,415} (177,107)
Nst cash flows frony(used In) financing
lactivities (199,933} (23,036} 82,062 - 144,427 144,427
Net increase/(decrease) In cash
ald 23,844 56,643 9,565 5386 5 384
dd opening cash brought forward: —* g
Cash on hand and at bank 62,462 8,655 {910) {6,296) (6,296)|
- “{2,836) - - -
1d 86,406 62,462 8,655 910 {510}
i
Cash on hand and at bank/ bank
verdraft 86,406 62,462 8,655 (910) {910
Date of Authorisation of Financial Statoments ]
uthorised for lssue by the Board 26-Ayg-2 - -Aug-2008 24-Aug-2007 24- - 2007,
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MARAC: Notes to Summary Financial Statements

The "MARAC Group” is a profit-oriented entity, which consists of MARAC, Heartiand
(*Fund”) and Heartland (previouslv MARAC) PIE Fund (*PIE"). The Fund was wound up with
effect from 31 October 2010,

The assets securitised into the Trust continue to be recognised in MARAC's financial
statements, however those assets are set aside for the benefit of the investors in the Trust
and do not form part of MARAC's assets which are available to repay holders of Heartland
debt securities. Accordingly, as MARAC's and the MARAC Group's financial performance and
position are the same in all material respects, a single set of numbers is presented.

The summary financial statements of the MARAC Group have been prepared on the
following basis:

« The values presented in the summary financial statements were extracted from the full
financial statements of the MARAC Group for the financial years ending 30 June 2010,
2009, 2008 and 2007.

¢ The full financial statements for the financial years ended 30 June 2010, 2009, 2008
and 2007 have been prepared in accordance with NZ GAAP and comply with New
Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) as
appropriate for profit oriented entities. The full financial statements for each of these
years included an explicit and unreserved statement of compliance with IFRS. The full
financial statements for the financial year ended 30 June 2007 have been prepared in
accordance with NZ GAAP and comply with New Zealand Financial Reporting Standards
(NZ FRS) applicable prior to the implementation of NZ IFRS (“previous NZ GAAP").

+ The full financial statements for each year presented in the summary financial
statements have been audited. KPMG’s report in relation to the financial statements of
MARAC for the year ended 30 June 2009 made reference to those financial statements
being prepared assuming the successful conclusion of matters relating to MARAC’s bank
financing arrangements. These matters were successfully concluded subsequent to the
completion of KPMG’s 2009 audit, and this was noted in their December 2009 report for
inclusion in MARAC's prospectus. With the exception of this explanatory paragraph,
none of the audit reports for the audited financial statements of MARAC on which these
historical summaries are based contain qualified opinions or any explanatory paragraphs
highlighting matters regarded as relevant to a proper understanding of the basis of the
opinions given, These financial statements may be obtained from the Heartland
registered office, or downloaded from the public register for companies maintained by

the Companies Office at www.business.qovt.nz/companies.

» The accounting policies that have been applied in preparing the full financial statements
for the year ended 30 June 2010 are consistent with the accounting policies applied in
the previous vear.

+ The summary financial statements cannot be expected to provide a complete
understanding as provided by the full financial statements from which they are
extracted.

« The summary financial statements comply with the Financial Reporting Standard 43
“Summary Financial Statements” as required by the Securities Regulations.

+ The summary financial statements reflect the current presentation requirements of FRS
43 Ssummary Financial Statements (as amended by the consequential amendments of
NZ TAS 1 Presentation of Financiai Statements (revised 2007)) for all periods presented,
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including the presentation of other comprehensive income and total comprehensive
income.

» The summary financlal statements are presented in New Zealand dollars which Is the
functional currency of the MARAC Group. Unless otherwise indicated, amounts are
rounded to the nearest thousand.

The summary financlal statements were authorlsed for issue by the directors of MARAC on
24 September 2010.
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Southern Cross: Summary Financial Statements

Southern Cross Bullding Society
S y Fl Tal Stats t

PREVIOUS
NZIFRS NZ GAAP
Statemants of Comprehensive Income
Audited Audited Audited Audited Audited
12 months 1Zmonths 312months 12 months 12 months
to 30June to30June to30June to30June to 30 June
2010 2009 2008 2007 2007
Parent and Consolidated $000 $000 $000 $000 $000
linterest income 27,372 38,125 44,451 35,706 38,908
Interest expense 17,675 27,545 33,304 30,708 30,403
Net interest income 9,697 10,580 11,147 8,998 8,505
Dther net ncome 39 428 1,824 2,154 2,665
Total operating Income before other net gains 8,736 11,008 12,971 11,152 11,170
Employee benefits 3,313 3,352 3,108 2,806 2,806
Other operating expenses 4,156 4,437 4,229 4,344 4,344}
Profit before lmpalrment, other net
gains, restructuring costs and tax 2,227 3,219 5,634 4,002 4,020
fimpakmeant 5,765 14,625 553 1,222 1,180
Profit/ (loss) before non-recurring
items and tax 3,538 11,406 5,041 2,780 2,840
Other net gains/(losses) (1,183) - 2,668 2,871 -
Restructuring costs (458) 47 (1,805) (1,600} (1,600)
Total non-recurring ltems (1,641) 47 763 1,271 {1,600
Net profit/(loss) before tax (5,179} (11,359) 5,804 4,051 1,240
[Tax expense/{benefit) (477) {2,614) 636 1,386 53
Net profit/ (loss) after tax (4,702) (8,745) 5,168 2,665 709
|Statements of Compreheansive Income
Net profit/(loss) after tax attributable to: owners
of the Soclety (4,702) {8,745} 5,168 2,665 709
Other comprehensive Income/(loss)
for the pevlod, net of tax
INet change In asset revaluation reserve, net of tax (174} - - 690 2,484
Net change In avallable-for-sale reserve, net of tax - 1,015 {1,504) (393) -
Net change in defined benefit plan reserve, net of tax - {502) (286) - -
Net change In fair vaiue through other comprehensive
income reserve {353) - - - -
Total comprehensive income/(loss) for the
petiod, net of tax 5,229 8,232 3,378 2,964 3,193
Total comprehensive Income/(loss) attributable
to: owners of the Society (5,228) (8,232} 3,378 2,964 3,193
Statemeants Of Changes In Equity
Opening balance 52,198 60,405 57,140 43,676 44,163
Change in accounting policy - early
adoption of NZ IFRS & 612 - - - -
Opening balance restated 52,810 60,405 57,140 43,676 44,163
[Total comprehensive income/(loss) for the period
{attributable to: awners of the Society (5,229) (8,232) 3,378 2,964 3,193
Contributions from awners 25 25 425 10,500 10,500
Distributlons to owners - - {538) - -
Closing Balance 47,606 52,198 60,405 57,140 57,856
Components of equity:
[Share capital 10,475 10,450 10,425 10,500 10,500,
[Capital reserve 40,000 40,000 40,000 40,000 40,000!
Retained eamings (3,676) 1,026 9,771 (729) -
Available for sale reserve - (612) {1,627) (123) -
IAsset revaluation reserve 1,074 1,248 1,248 6,618 7,358
Defined benefit reserve 86 [ 588 874 -
Fair value through other comprehansive income reserve {353) - - - -
Total Equity 47,606 52,198 60,405 57,140 57,856

092694842/-1955328



Southern Cross: Summary Financial Statements

uthern Cross Buliding Soclety
S y Fi lal St

' PREVIOUS |
NZ IFRS GAAP
tatements of Financlal Position
Auidited Audited Audited Audited Auditad
As at As at As st As at As at
30 June 30 June 30 June 30 June 30 June
2010 2009 2008 2007 2007
Parent and Consolidated $000 4000 3000 4000 $000
|Assets
sh and caesh equivalents 6581 1,006 1,308 845
hort term deposits 122,013 95,368 55,392 . 29,835
nvestment securitles 19,123 25,477 49,485 57,848
hvastment property - - - 16,000
ans and advances 249,822 275,621 338,498 371,787
ferred tax asset 5,572 5,414 2,824 2,171

ther assets
Tatal Assets

Liabllities

5,785

—_—r8S 0126 5,408
402,996 412,012 455016 ___ 453367

12 8 15,081

posits and Interest accruals 353,737 358,162 84,791 423,653
deanmabla shares - - 7,845 10,097
ther Habilikes 1,652 2,875 472
Total Liabilitles 355,390 359,814 385,511 436,227
Net Assets 47,606 52,188 50,405 57,140
Equity
hare ¢apital 10,475 10,450 10,425 10,500 10,50
Reserves 3 41,748 49,980 46,640 47,35
Total Equity 47,606 52,198 60,405 57,240 57,856
Statements Of Cash Flows
Audited Auditad Audited Audited Audited
12 months 12 months 12months 12months 12 months
ta30June toe30)une to30June t030June to 30 June
2010 2009 2008 2007 2007
Parent and Consolidated _$000 $ooo $000 $000 $000
Net cash fiows frony{used in) operating
acthvities {282) (1) (22,039) {5,208) 27,023
Net cash flows fromy(used in) Investing
actlvitles {43} {239} 17,582 (383) {6,670)
Net cash flows fram/{used in) financing
activities - . 4,713 5,500 (20,454}
Net increase/(decrease) In cash
hald (325) {300) 661 (101) {101)
IAdd openling cash brought forward:
[Cash on hand and at bank 1,006 1,306 645 746 74
Closing cash carrled forward _ 681 1,006 1,306 545 645
Comprising: v —
Cesh en band and at bank _ 681 1,006 1,306 6§45 645
Date of Authorisation of Financial Statements
uthorised for issue by the Board 11-Aug-20i0 12-Aug- 2- Aug-2008 23-Aug-2007 23-4ug-2007
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Southern Cross: Notes to Summary Financial Statements

At the date these Summary Financial Statements were prepared, Southern Cross was a
profit-oriented building society registered in New Zealand under the Building Societies Act.
For the purposes of these Financial Statements the “Southern Cross Group” consists of
Southern Cross and its wholly owned subsidiaries, Southern Cross Building and
Investments Limited and Southern Cross Nominees Limited.

The summary financial statements of Southern Cross have baen prepared on the following
basis:

» The values presented in the summary financial statements were extracted from the full
financial statements of Southern Cross for the financial years ending 30 June 2010,
2009, 2008 and 2007.

» The full financial statements for the financial years ended 30 June 2010, 2009, 2008
and 2007 have been prepared in accordance with NZ GAAP and comply with New
Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) as
appropriate for profit oriented entitles. The full financial statements for each of these
years included an explicit and unreserved statement of compliance with IFRS. The full
financial statements for the financlal year ended 30 June 2007 have been prepared in
accordance with NZ GAAP and comply with New Zealand Financial Reporting Standards
(NZ FRS) applicable prior to the implementation of NZ IFRS (“previous NZ GAAP”),

= The full financial statements for each year presented in the summary financial
statements have been audited. None of these audit reports contain qualified opinions or
any explanatory paragraphs highlighting matters regarded as relevant to proper
understanding of the basis of the opinions given., These financial statements may be
obtained from the Heartland registered office, or downloaded from the public register
for building societies maintained by the Companies Office at

www.business.govt. nz/companies.

+ The accounting policies that have been applied in preparing the full financial statements
for the year ended 30 June 2010 are consistent with the accounting policies applied in
the previous year.

» The summary financial statements cannot be expected to provide a complete
understanding as provided by the full financial statements from which they are
extracted.

« The summary financial statements comply with the Financial Reporting Standard 43
“Sumimary Financial Staterments” as required by the Securities Regulations.

o The summary financial statements are presented in New Zealand dollars which was the
functional currency of the Southern Cross Group at that date of preparing the summary
financial statements. Unless otherwise indicated, amounts are rounded to the nearest
thousand.

The summary financlal statements were authorised for issue by the directors of Southern
Cross on 22 September 2010.
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CBS Canterbury: Summary Financial Statements

[Caerbury BUing Society

S ¥ Financiai Statements
PREVIOUS
Nz IFRS NZ GAAP
{Statements of Comprehensive Income
Unaudited Audited Audited Audited Audited Audited
Imanthsto 12wmonths 12 meonths 22months 12months 12 months

303June to 31 March to 31 March

to 31 March to 31 March to 32 March

2010 2010 2009 2008 2007 2007
Parent and Consolidated $000 $000 $000 3000 $000 $00
Interast incame 7,928 30,408 50,993 35,650 28,657 28,67
Interest expens L 5789 22,372 . 39,794 27,455 21,984 21,74
Not interest income 2,139 8,034 i1 8,195
Other net incoma i 363 2,362 36 827
otal aperating Income before other
et goins 2,502 10,396 11,885 9,022
Employee benafits 1,153 4,141 3,801 2,831
Other operating expenses 1,158 4,469 4,935 3,22 3,088
Profit bafore Impalrment and tax 19 1,786 3,159 3,218 2,457
Inpaiment 75 589 2,410 1 -
st profit before tax 13 1,197 249 3,20
mpakmant of geodwill - - (4,148} -
Restructuring costs (165) - - -
pacial finance charge - . - (1,210}
Total non-recutiing ltems {165) = {4,148) (1,110}
et pro joss) before tax (59) 1,197 {3,398 2,093
ax expense/(benefit) 332 {711) 2 1,209
t profit/(loss) after ta 381 1,908 {348 884 1,613 1,852]
Statements of Comprehensive Income
Net profit/{loss) after tax
attributable to: owners of the . .
Soclety (381) 1,908 (3,481) 884 - 1,612 1,852
Other comprehensive
Income/(loss) for the period, net of
tax
INet ch g6 in asset re
resarve, net of tax - 101 (127) 68 628 765}
Net change in available-for-sale
reserve, net of tax 120 412 (349) (211) 12 -
et change in capital gains raserve, net
of tax - = - 241 - -
'Tota] comprehensive income/([oss)
for the pariod, net of tax {261) 2,421 (3,957) 982 2,252 2,617
Total comprehensive Income/(loss)
attributable to: owners of the
ks:ogm {261) 2,421 {3.957) 082 2,252 2,617
wﬂw
Opening balance 51,5582 48,594 53,490 24,920 19,399 22,1151
[Total comprehensive income/{loss) for
the period attributable to: owners of .
the Society {261) 2,421 {3,957) 982 2,252 2,617
Contributlens from owners - 537 1,175 28,176 4,251 4,251
Distributions to owners - - (2,114) (588) (982) 223
Closing Balance 51,291 51,552 48,594 53,490 24,920 27,761
(Components of equity: .
[Share capital 44,288 44,288 43,752 42,577 14,401 17,401
Retained earnings 5,203 © 5,583 3,674 9,270 8,974 8,544
Available for sale reserve {40} {135) {547) (159) 12 -
JAsset revaluation reserve 1,553 1,528 1,428 1,555 1,487 3.770
Realised capltal galns reserve 287 287 287 287 45 4§|
Total Equity 51,291 51,552 48,594 53,490 24,920 27,761|
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CBS Canterbury: Summary Financial Statements

[Canterbury Bullding Soclety
Summary Financlal Statements
PREVIOUS
NZ JFRS NZ GAAP
lStatements of Financlal Positlon
Unaudited Audited Audited Audlted Audited Audited
Asat As at As at As at As at As at
30 June 31 March 31 March 31 March 31 March 31 March
2010 2010 2009 2008 2007 2007
Parent and Consolidated $000 $000 $000 5000 $000 $000
IAssets
Cash and cash equivalents 33,450 44,309 93,615 75,334 65,906 825
Short term deposits 31,500 27,000 5,300 10,300 - 65,133
Investment securities 8,025 7.918 17,131 8,166 4,876 4,824
Lozns and advances 450,499 445,262 417 424 449,071 270,616 270,405
tntangibles 9,824 9,897 10,122 13,479 530 443
lOther assets 5,950 6,459 6,058 5,377 7,347 7,440
Total Assets 539,258 540,845 £49,650 561,727 349,275 349,070
Liabiiitles
Deposits and interest accruals 484,675 486,262 493,151 506,156 319,952 319,952
Preference Shares - - - - 3,000 -
Other liabilites 3,292 3,031 7,905 2,081 1,403 1,357
Total Liabllitles 487,967 489,293 501,056 508,237 324,355 321,309
Net Assets 51,261 51,552 48,594 53,490 24,920 27,761
Equity
Share capitat 44,268 44,288 43,752 42,577 14,401 17,401
Raserves 7,003 7,264 4 842 10,913 10,519 10,380
Total Equity 51,291 51,552 48,594 53,430 24,920 27,261
Statements Of Cash Flows
Unaudited Audlted Audited Audited Audited Audited
3monthsto 12months 12months 12 months 12 months 12 months
30 June to 31 March to 31 March to 31 March to31March to 31 March
2010 2010 2009 2008 2007 2007
Parent and Consolidated $000 $000 4000 $0600 $000 $000
INet cash flows fromy{used In) operating
activities (6,263) {37,754) 24,697 (6,936) (1,602) 2,653
Net cash flows from/(used In} Investing
activities (4,586) (12,088) {5,476) 4,639 (328) (9,883)
Net cash flows fromy(used in} financing
activitles - 536 (540) 11,724 §,225 7,985
Net lncrease/(decrease) In cash
held {10,849} {49,306) 18,281 9,427 6,295 758
|Add opening cash brought forward:
Cash on hand and at bank 44,309 93,615 75,334 65,5807 58,611 79’
Closing cash carrled forward 33,460 44,309 93,615 75,334 65,906 825
Comprising: |
Cash on hand and at bank 33,460 44,309 93,615 75,334 65,5086 825
Date of Authorisation of Financlal Statements
Authorised for issue by the Board 30-Sep-2010_11-Jun-2010 12-)un-2005 27-Jun-3008 14-lJun-2007  14-3un-2007|
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CBS Canterbury: Notes to Summary Financial Statements

At the date these Summary Financial Statements were prepared, CBS Canterbury was a
profit-oriented bullding society registered in New Zealand under the Building Societies Act.
For the purpose of these Financial Statements, CBS Canterbury consists of Canterbury
Building Society and its subsidiary, Loan Properties Limited. Loan Properties Limited was
acquired on 1 February 2008, through the business combination with Loan and Building
Society, and was subsequently struck off on 3 March 2009. For the 2007 financial year the
parent and group financial statements are the same due to no group existing at these
reporting dates.

The summary financial statements of CBS Canterbury have been prepared on the following
basis:

+ The values presented in the summary financlal statements were extracted from the
unaudited financial statements of CBS Canterbury for the three months ending 30 June
2010 and from the full audited financial statements of CBS Canterbury far the financiat
years ending 31 March 2010, 2009, 2008 and 2007.

» The full financial statements for the three months ended 30 June 2010 and the financial
years ended 31 March 2010, 2009, 2008 and 2007 have been prepared In accordance
with NZ GAAP and comply with New Zealand Equivalents to International Financial
Reporting Standards (NZ IFRS) as appropriate for profit oriented entities. The full
financial statements for the financial years ended 31 March 2010, 2009, 2008 and 2007
included an expllcit and unreserved statement of compliance with IFRS. The full
financial statements for the financial year ended 31 March 2007 have been prepared in
accordance with NZ GAAP and comply with New Zealand Financlal Reporting Standards
{NZ FRS) applicable prior to the implementation of NZ IFRS (“previous NZ GAAP).

» The full financial statements for the financial years ending 31 March 2010, 2009, 2008
and 2007 presented in the summary financial statements have been audited. None of
these audit reports contain qualified opinions or any explanatory paragraphs
highlighting matters regarded as relevant to proper understanding of the basis of the
opinions given. These financial statements may be obtained from the Heartland
registered office, or downloaded from the public register for building societies
malintained by the Companles Office at www. business.govt, nz/companies.

» The accounting policies that have been applied In preparing the unaudited financial
statements for the three months ended 30 June 2010 and the full financial statements
for the year ended 31 March 2010 are consistent with the accounting policles applied In
the previous year. )

» The summary financial statements cannot be expected to provide a complete
understanding as provided by the full financial statements from which they are
extracted,

« The summary financial statements comply with the Financial Reporting Standard 43
“Summary Financlal Staterments” as required by the Securities Regulations.

« The summary financial statements reflect the current presentation requirements of FRS

43 Summary Financlal Statements {as amended by the conseguential amendments of
NZ IAS 1 Presentation of Financial Statements (revised 2007)) for all periods presented,
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including the presentation of other comprehensive income and total comprehensive
income.

* The summary financial statements are presented in New Zealand dollars which was the
functional currency of CBS Canterbury at the date of preparing the summary financial
statements. Unless otherwise indicated, amounts are rounded to the nearest thousand.

On 1 April 2006 the assets, liabilities and engagements of SMC Building Society were
transferred to CBS Canterbury at fair value, including goodwill of $0.5 million.

On 16 August 2007 a non-renounceable issue to both ordinary and preference
shareholders was made in the ratio of 1 for 10 at an issue price of $4.50 per new ordinary
share. The offer resulted in CBS Canterbury allotting 801,578 new ordinary shares fully

paid.

Also on 16 August 2007 CBS Canterbury redeemed the 3,000,000 preference shares that
were on issue. Shareholders received an aggregate redemption amount of $1.37
comprising a redemption dividend of 37 cents per share together with the $1.00 originally
subscribed per share. In accordance with NZ IFRS accounting requirements, these
dividends are accounted for as a finance charge through the Statements of Comprehensive
Income.

On 30 November 2007 an interim dividend of 8 cents per share (fully imputed} was paid on
the ordinary shares on issue.

On 1 February 2008 the assets, liabilities and engagements of Loan and Building Society
were transferred to CBS Canterbury at fair value as a business combination, including
goodwill of $13.2 million.

On 25 July 2008 an interim dividend of 8 cents per share (fully imputed) was paid on the
ordinary shares on issue.

On 19 December 2008 a bonus issue of shares, in lieu of an interim dividend, equivalent to
10 cents per share (fully imputed) was paid on the ordinary shares on issue.

The summary financial statements were authorised for issue by the directors of CBS
Canterbury on 30 September 2010.
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AUDIT REPORT
The Directors ;
Heartland Building Society ‘ \
75 Riccarton Road
Christchurch 8011

27 September 2011

Independent Auditor’s Report
To the Readers of the Prospectus No. 3 of Heartland Building Society

As auditor of Heartland Building Society ("the Society") and the group, comprising the Society and

its subsidiaries (“the Group”), we have prepared this report pursuant to clause 22 of Schedule 2 of

the Securities Regulations 2009 for inclusion in the prospectus dated 27 September 2011.

Report on the Society and Group Financial Statements

We have audited the financial statements of the Society and the Group, comprising the Society and
its subsidiaries, for the year ending 30 June 2011, We expressed an unmodified audit opinion on
those financial statements in our report dated 19 August 2011.

Report on the Summary Financial Statements of Heartland Building Society, Canterbury
Building Society, Southern Cross Building Society, MARAC Finance Limited and PGG
Wrightson Finance Limited

| The summary financial statements on pages 4359 to 6279 are derived from the audited financial
statements of Heartland Building Society, Canterbury Building Society, Southern Cross Building
Society, MARAC Finance Limited and PGG Wrightson Finance Limited for the years ended as
follows:

Entity Reporting Dates Pages
| Heartland Building Society 30 June 2011 4360 10 4865
Acquived businesses and Subsidiary
| PGG Wrightson Finance 30 June 2011 4966 to 5168
Limited 30 June 2010
30 June 2009
30 June 2008
30 June 2007
| MARAC Finance Limited 30 June 2010 5269 to 5572
* 30 June 2009
30 June 2008
30 June 2007
| Southern Cross Building 30 June 2010 $673 t0 5875
Society 30 June 2009
30 June 2008
30 June 2007
| Canterbury Building Society 31 March 2010 5976 to 6279
31 March 2009
31 March 2008
31 March 2007
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The summnary financial statements do not reflect the effects of events that occurred subsequent to
the date of the report on those financial statements.

The summary financial statements do not contain all the disclosures required for full financial
statements under generally accepted accounting practice in New Zealand. Reading the summary
financial statements, therefore, is not a substitute for reading the audited financial statements of
Heartland Building Society, Canterbury Building Society, Southern Cross Building Society,
MARAC Finance Limited and PGG Wrightson Finance Limited.

Divectors’ Responsibility for the Summary Financial Statements of Heartland Building Society,
Canterbury Building Seciety, Southern Cross Building Society, MARAC Finance Limited and
PGG Wrightson Finance Limited

The Directors are responsible for preparing a summary of the audited financial statements as
detailed in the table above, in accordance with clause 8, 9(2) and 9(3) of Schedule 2 of the
Securities Regulations 2009.

Auditor’s Responsibility for the Summary Financial Statements of Heartland Building Society,
Canterbury Building Society, Southern Cross Building Society, MARAC Finance Limited and
PGG Wrightsen Finance Limited

Our responsibility is to express an opinion on the summary financial statements based on our
procedures, which were conducted to confirm that the amounts set out in the historical summaries
of financial stateiments on pages 4359 to 6279, pursuant to clauses 8, 9(2) and 9(3) of the Securities
Regulations 2009 Schedule 2, have been correctly taken from the audited financial statements, as
detailed in the table above.

Opinion on the Summary Financlal Statements of Heartland Building Society, Canterbury
Building Society, Southern Cross Building Society, MARAC Finance Limited and PGG
Wrightson Finance Limited

In our opinion, the amounts set out in the sumumary financial statements on pages 4359 to 6279 of
this prospectus, derived from the audited financial statements, as detailed above, as required by

clauses 8, 9(2) and 9(3) of Schedule 2 of the Securities Regulations 2009, have been correctly taken
from the andited financial statements detailed in the table above.

Report on the Ranking of Securities

Directors' Responsibility for the Ranking of Securities

The Directors are responsible for the preparation and presentation of the details and amounts in
respect of the ranking of securities of the Society and the Group as at 30 June 2011, in accordance
with clause 13 of Schedule 2 of the Securities Regulations 2009.

Auditor's Responsibility for the Ranking of Secuarities

Our responsibility is to express an opinion on whether the amounts set out in the ranking of

securities have been correctly taken from the audited financial statements of the Society and the
Group as at 30 June 2011,
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QOpinion on the Ranking of Securities

In our opinion, the amounts set out in the ranking of securities on page 7491 of this prospectus,
have been correctly taken from the audited financial statements of Heartland Building Society and
the Group as at 30 June 2011.

Report on other legal and regulatory requirements

In accordance with the requirements of clauses 22(d) and 22(¢) of Schedule 2 of the Securities
Regulations 2009, we report that:

* we have obtained all the information and explanations that we have required; and

* in our opinion, proper accounting records have been kept by Heartland Building Society and the
Group as far as appears from our examination of those records.

Other Matters
Responsibility for Updating

We have no responsibility to update our gpinion on any of the matters above for events and
circumstances occurring after the date of this report.

Restriction on Use

This report has been prepared for inclusion in the prospectus for the purpose of meeting the
requirements of clause 22 of Schedule 2 of the Securities Regulations 2009, We disclaim any
assumption of responsibility for reliance on this report or the amounts included in the summary
financial statements, or the ranking of securities for any purpose other than that for which they
were prepared. In addition, we take no responsibility for, nor do we report on, any part of the
prospectus not specifically mentioned in this report.

Auditor’s Consent

In accordance with regulation 18(1)(c)(ii} of the Securities Regulations 2009, we hereby give our
consent to the inclusion of this report in the prospectus in the form in which it appears. We also
confirm that we have not, before delivery of this prospectus, withdrawn our consent to the issue
thereof,

27 September 2011
AUCKLAND
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SECTION &7: STATUTORY INFORMATION

This section contains information required by Schedule 2 of the Securities Regulations that
is not set out elsewhere in this Prospectus.

Main terms of the Offer

The issuer of the Deposits is Heartiand Building Society. Heartland’s registered office Is 75

Riccarton Road, Riccarton, Christchurch 8011,

The Deposits are direct, unsecured, unsubordinated debt obligations of Heartland ranking
equally with all other debt securities issued by Heartland under the Trust Deed, as well as

Heartland’s bank funding. The Deposits are issued subject to the terms and conditions
contained in the Trust Deed. Further infermation in relation to the Deposits is set out in

Section 3 of this Prospectus.

The maximum amount of Deposits being offered is $4.0 billion (excluding any amount that

may result from the replacement of Depgosits redeemed after the date of this Prospectus).,

Price-to-t fe-for-5 i
The Deposits will be issued at face value, being $1.00 for each $1.00 of Deposits,

Details of Incorporatien-incorporation of Heartland
Heartland was established in New Zealand on 22 October 2010 under the Bullding Societies

Act. Heartland‘s registration number is 2541477, Heartland’s registered office is set out in
the Directory.

The public file relating to the incorporation of Heartland is kept by the Companies Office
and can be accessed on the Companies Office wehsite at
www.business.govt.nz/companies.

Guarantors

As at the most recent update to this Prospectus, MARAC, VPS Properties, VPS Parnell and
PWF which are subsidiaries of Heartland are guarantors of the Deposits pursuant to the
Trust Deed. The guarantees are unsecured. Further information in respect of the
guarantees given by MARAC, VPS Properties, VPS Parnell and PWF is set out in the
Summary of the Trust Deed section of this Prospectus.

Names, Addressesaddresses, and €therInformabionpther information
DirectorateDiractors,

The Directors of Heartland (as issuer) as at the date-efmost recent update to this
Prospectus are: Bruce Robertson Irvine {Christchurch, New Zealand), Jeffrey Kenneth
Greensiade (Auckiand, New Zealand), Edward John Harvey (Auckland, New Zealand),
Graham Russell Kennedy (Ashburton, New Zealand), Gary Richard Leech (Ashburton, New
Zealand}, Christopher Robert Mace (Auckland, New Zealand), Geoffrey Thomas Ricketts
(Auckland, New Zealand) and Michelle Anne Smith (Christchurch, New Zealand).

Each of the Directors named above can be contacted at the registered office of Heartland
set out in the Directory.

As at the date of this Prospectus, except for the Director named below, none of the

Directors named above are employees of Heartland, or of an assaciated person of
Heartland.
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Jeffrey Greenslade Is the CEO and Managing Director of Heartland and Heartland New
Zealand.

Secretary
The Secretary of Heartland is Martin-BillyAnna-Lisa Strain, The Secretary can be contacted

at the reglstered office of Heartland set out in the Directory.

Registrar ;
Heartland is the registrar for all Deposits. The registered address of Heartland is set out in
the birectory.

Auditor
The Auditor of Heartland Is KPMG. The registered address of the Auditor is set out in the
Directory.

Advisors
The name and address of the solicitors and other professional advisors who have been
involved in the preparation of this Prospectus are set out In the Directory.

Trustee
The Trustee of Heartland is Trustees Executors Umlted. The registered address of the
Trustee is set out In the Dlrectory.

Restrictions on Directors’ Pewerspowers, . _

. - - | Formatted: English (United States) )

The Rules provide that the Board of Heartland may only declare and make distributions to
shareholders if it Is satisfied on reasonable grounds that (@) such money is not immediately
necessary for the performance of the functions of Heartland described in the Rules
(including to meet the application or withdrawal of funds by depositors}, (b) Heartland will
hold and will continue to hold sufficlent assets and funds to perform those functions and
(c) Heartland will be and will continue to be solvent immediately after making such
distributions.

The Building Societies Act contains provisions that could have the effedt, in certain
circumstances, of Imposing restrictions on the powers of the Board. For example,
building society must have one or more of the speclfied functions set out in the Building
Societies Act, These provisions apply to any building society under the Building Societies
Act,

Description of Aetivities-activities
Set out below is a description of the principal activities of Heartiand and the Guaranteelng
Subsidiaries.

Heartland Is the principal operating subsidiary of Heartland New Zealand, and commenced
business as a financial services provider in January 2011, on completion of the Merger.
Since it commenced business, Heartland’s princlipal activities have been Its lending and
other financial services activities, and Its fundraising activities.

MARAC became a wholly owned subsidlary of Heartland under the Merger. MARAC and its
predecessors have serviced the consumer and small-to-medium business market for
approximately 60 years, with its principal activities involving the provision of consumer and
commercial lending across a broad range of sectors and providing a select range of
insurance products.
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VPS Properties and VPS Parnell are both wholly owned subsidiaries of Heartland. These
entities each currently own one or more properties that were originally mortgaged to
MARAC to secure financial indebtedness owed to MARAC. MARAC has funded the
acquisition by VPS Properties and VPS Parnell of these properties and holds a registered
first mortgage over the properties.

PWF became a wholly owned subsidiary of Heartland on 31 August 2011. Prior to this
date, Tthe principal activities of PWF have-had been to raise funds from the public, banks
and other entities and on-lend those funds to borrowers in the rural sector of New Zealand.

eompanies-Williams-&-KettleWrightsen-Pyne-Gould-Guinness-and-Reid -Farmers)-have

been-earrying-on-these activities-for-overa-century:

Principal assets
The principal assets of the Heartland Group used in undertaking the Heartland Group's
principal activities are:

« cash and cash equivalents (held for liquidity purposes, and to the extent not
required for that purpose used to make loans and finance available to
borrowers);

« finance receivables, securitised finance receivables, operating leases, and trade
and other receivables (used to make loans and finance available to borrowers);
and

« investment properties (held to earn rental income and/or for capitai
appreciation).s

The assets referred to above are owned or held under lease by the Heartfand Group and
are subject to obligations in favour of other persons that modify or restrict the ability of the
Heartland Group to deal with the assets. These obligations include the arrangements with
Heartland Group’s financiers described below under the heading “Material
Gontractscontracts”. In addition, Heartland Group consolidates two securitisation trusts -
Heartland (formerly MARAC) ABCP Trust 1 and CBS Warehouse A Trust (Trusts). The
assets securitised into the Trusts continue to be recognised in Heartland’s financial
statements; however, those assets are set aside for the benefit of the investors in the
Trusts and are not available to repay holders of debt securities issued by Heartland.

)

Acquisition of Business-business or Subsidiarysubsidiary, _____________________ . - { Formatted: English (United States)
On 5 January 2011, pursuant to the Merger, Heartland acquired the businesses of

CBS Canterbury and Southern Cross (by taking a transfer of engagements from each of

CBS Canterbury and Southern Cross under the Building Societies Act) and all of the shares

in MARAC.

Prior to the Merger, each of MARAC, CBS Canterbury and Southern Cross provided financial

services involving making loans or otherwise providing financial services, and taking
investments.
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The summary financiai statements and reference to the latest audited financial statements
of CBS Canterbury, Southern Cross and MARAC are set out in the Financia! Information
section of this Prospectus.

In addition, on 31 August 2011, Heartland acquired all of the shares in PWF.

The consideration pald for the shares In PWF was an amount equal to the net tangible
assets of PWF adjusted to take account of certaln agreed ltems. Heartland also agreed to
assume all of PWF's obligations in relation to the PWF deposits.

Details of the business carried on by PWF are set out on page 6885 of this Prospectus. The
summary financial statements and reference to the latest audited financial statements of
PWF are set out in the Financlal Information section of this Prospectus. ‘

Material contracts
The following material contracts have been entered into in the two years preceding the
date of registration of this Prospectus by Heartland and/or the Guaranteeing Subsldiaries.

Contracts with ongoing day to day application

Crown Deed of Guarantee (Building Society)

Heartland and Her Majesty the Queen in right of New Zealand are party to a Crown Deed of
Guarantee (Building Society) dated 15 December 2010 {as amended and restated by a
Deed of Amendment and Restatement of Crown Deed of Guarantee (Building Society)
dated 30 August 2011). The guarantee given under this Crown Deed of Guarantee bas
expired_on 31 December, 2011,

Deed of Indemnity and Postponement

Heartland New Zealand, MARAC, Heartland and certain other group companies (being any
subsidiary or holding company of Hearland New Zealand and/or Heartland) entered into a
Deed of Indemnity and Postponement with Her Majesty tha Queen in right of New Zealand
on 14 December 2010, under which (among other things) MARAC indemnifies the Crown
for amounts paid by the Crown pursuant to the Heartland Crown Guarantee. Fwe-wholly-
owned-subsidiaries-of- Heartland-being-VPS Properties and VPS Parnell,-have joined into
this Deed of Indemnity and Postponement as indemnlifiers by deeds of accession dated

21 March 2011. PWF has-joined into this Deed of Indemnity and Postponement as an
Indemnifier by a deed of accession dated 30 August 2011,

Standby Cash Advances Facility Agreement
Heartland and MARAC entered into a Standby Cash Advances Facllity Agreement with Bank

2010@@@&@%&%&(@ for facilities of up to $200 million,
the purpose of which Is to provide liquidity support and funding for the Heartland_Group

and-MARAGHean-portfelios. VPS Properties and VPS Parnell have joined Into this Standby
Cash Advances Facility Agreement as guarantors by guarantor accession deeds dated

21 March 2011, PWF has joined into this Standby Cash Advances Facility Agreement as a
guarantor by a guarantor accession deed dated 31 August 2011.

All Obligations Cross Guarantee and Indemnity Deed Poll
MARAC and Heartland entered into an All Obligatlons Cross Guarantee and Indemnity Deed

Poll dated 15 December 2010, under which each of MARAC and Heartland guarantee each
other's obligatiqns to Bank of New Zealand and Westpac Banking Corporation. VPS
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Properties and VPS Parnell have joined into this All Obligations Cross Guarantee and
Indemnity Deed Poll as guarantors by supplemental deeds dated 21 March 2011. PWF has
joined into this All Obligations Cross Guarantee and Indemnity Deed Poll as a guarantor by
a supplemental deed dated 31 August 2011.

Master Trust Deed

Heartland entered into a Master Trust Deed dated 29 October 2010 with the Trustee,
relating to the ongoing issue of unsecured debt instruments by Heartland (and for the
benefit of the holders of those debt instruments). MARAC has joined into this Master Trust
Deed as a guarantor by a supplemental trust deed dated 14 December 2010, VPS
Properties and VPS Parnell have joined into this Master Trust Deed as guarantors by
supplemental trust deeds dated 24 March 2011, PWF has joined into this Master Trust
Deed as a guarantor by a supplemental trust deed dated 31 August 2011.

Supplemental Trust Deed (Accounts)
Heartland entered into a Supplemental Trust Deed (Accounts) dated 29 October 2010 with
the Trustee which is supplemental to the Master Trust Deed and governs the terms of the

Supplemental Trust Deed (Bonds)

Heartland entered into a Supplemental Trust Deed (Bonds) dated 29 October 2010 with the
Trustee which is supplemental to the Master Trust Deed and governs the terms of the
NZDX guoted bonds originally issued by MARAC, liability for which was assumed by
Heartland as part of its acquisition of MARAC{etherthar-the PWFBonds).

Supplemental Trust Deed (PWF Bonds)

Heartland entered into a3 Supplemental Trust Deed (PWF Bonds) dated 11 July 2011 with
the Trustee which is supplemental to the Master Trust Deed and governs the terms of the
PWF Bonds. The PWF Bonds were-have_now been fully repald-en-16-October20+t.

RECL Management Agreement
MARAC and RECL {which as at the most recent update to this Prospectus is a wheily owned
subsidiary of PGC) are parties to a Management Agreement dated 5 January 2011 as
subsequently amended (RECL Management Agreement), by which RECL agreed to manage
certaln non-core real estate loan assets of MARAC for a S year period, and assume the risk
of loss onh those loans for that period (with any payment by RECL to MARAC in respect of
that loss at the end of that period, subject to limited rights on the part of MARAC to earlier
payment). As at 31 December 2011, the net book value of loans subject to the RECL
Management Agreement was approximately $350 million. The maximum amount payable
RECL in respect of loss (including interest accruing on ayments until the due date
for payment) is limited to $30 million. RECL's payment obligations are “limited in recourse”
to a pool of security provided by RECL. This pool of security includes an $11 million 5 year

zero coupon bond, and anﬁmmﬂﬁwﬁﬁ%meﬂ—m—see\méy—vaﬁae—ef—other qualifying

assets with a minimum security value of (initially) $19 million (reduced to $17.5 million as

at 31 December 2011 on account of claims of $1.5 milhog already paid).

Service Amount Security Agreement

MARAC and RECL are parties to a Service Amount Security Agreement dated 5 January
2011 (in connection with the RECL Management Agreement). Under this agreement RECL
grants to MARAC securlty over its assets to secure its obligations under the RECL
Management Agreement.

092725466/2188236:01 87



Support Provider Undertaking

MARAC and PGC are parties to a Support Provider Undertaking dated 5 January 2011 (In
connection with the RECL Management Agreement). Under this agreement PGC
undertakes to procure that RECL complies with its obligations to ensure that the secutity
value of other qualifying assets subject to a first priority security interest under the Service
Amount Security Agreement is not less than a-statedthe required minimum amount

Cinitiatly-§22-milion).

Transitional Services Agreement (PGW)
PGW and Heartland entered into a Transitional Services Agreement dated 31 August 2011
relating to the provision of servic land and PGW other

Mamm_admnﬁtraaeﬂ-by%w—pest—completlon of the sale of 2ll of the ordinary shares in
PWF from PGW to Heartland.

Deed of Guarantee and Indemnity (PGW)

PGW and Heartland entered into a Deed of Guarantee and Indemnity dated 31 Augusl:
2011 which relates to PGW providing a guarantee and indemnity to Heartland in respect of
certain existing credit facillties provided by PWF.

Distribution and Services Agreement (PGW)

PGW and Heartland entered Into a Distribution and Service Agreement dated 31 August
2011, This agreement relates to PGW distributing to its customers certain Heartland
products and services.

Other €entractscontracts (including contracts fully performed)

Merger Implementation Agreement

CBS Canterbury, Southern Cross, PGC, MARAC and MESE-MARAC Financjal Services Limited
entered into a Merger Implementation Agreement dated 15 September 2010, pursuant to
which the parties conditionally agreed to implement the Merger.

Deed of Defeasance (MARAC)

Heartland entered into a Deed of Defeasance with MARAC The New Zealand Guardian
Trust Company Limited and the Trustee dated 14 December 2010, which sets out the
terms on which Heartland assumed liability for the stock issued by MARAC under its then
existing Debenture Trust Deed.

Deed of Defeasance (CBS Canterbury)

Heartiand entered into a Deed of Defeasance with CBS Canterbury and the Trustee dated
14 December 2010, which sets out the terms on which Heartland assumed liability for the
deposits of CBS Canterbury outstanding under its then existing Debt Security Trust Deed.

Deed of Defeasance (Southern Cross)

Heartland entered into a Deed of Defeasance with Southern Cross and the Trustee dated
14 December 2010, which sets out the terms on which Heartland assumed liability for the
deposits of Southern Cross outstanding under its then existing Debt Security Trust Deed.

Crown Deed of Guarantee

PWF and Her Majesty the Queen in right of New Zealand entered into a Crown Deed of
Guarantee (Non-Bank Deposit Taker) dated 8 December 2009. The guarantee given under
this Crown Deed of Guarantee expired at 12.01am on 12 October 2010.
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Extended Crown Deed of Guarantee

PWF and Her Majesty the Queen in right of New Zealand entered into an Extended Crown
Deed of Guarantee (Non-Bank Deposit Taker) dated 1 April 2010, The guarantee given
under this Extended Crown Deed of Guarantee expires at 11.59pm on 31 December 2011,

Supplemental Deed to Crown Deed of Guarantee

PWF and Her Majesty the Queen in right of New Zealand entered into a Supplemental Deed
to the Extended Crown Bank Guarantee (Non-Bank Deposit Taker) dated 17 June 2010.
This deed amended the Extended Crown Deed of Guarantee above so as to clarify the
status of excluded securities issued in accordance with the terms of the previous Crown
guarantee,

Deed of Variation to PWF Bond Trust Deed

PWF entered into a Deed of Variation of PWF Bonds trust deed dated 7 July 2010 with New
Zealand Permanent Trustees Limited (as trustee of the PWF Bonds). This deed clarified the
status of overseas bondholders with reference to the PWF’s Bonds.

Second Deed of Variation to PWF Bond Trust Deed

PWF entered into a Second Deed of Variation of PWF Bond trust deed dated 12 August
2010 with New Zealand Permanent Trustees Limited (as trustee of the PWF Bonds). This
deed varied the conditions of the PWF's Bonds, so as to permit PWF to exercise its term
extension option notwithstanding the variation of the Crown retail deposit guarantee
scheme. This varlation was authorised by an Eextraordinary Rresolution of the relevant
bondholders.

Third Deed of Variation of PWF Bond Trust Deed

PWF and New Zealand Permanent Trustees Limited (as trustee of the PWF Bonds) entered
into a Third Deed of Variation of PWF Bond trust deed dated 1 December 2010. This deed
varied the PWF Bond trust deed, so as to meet the requirements of the NBDT regime,
including the Deposit Takers Regulations, which came into force on 1 December 2010.

Fourth Deed of Variation of PWF Bond Trust Deed

PWF and New Zealand Permanent Trustees Limited (as trustee of the PWF Bonds) entered
into a Fourth Deed of Variation of PWF Bond trust deed dated 9 February 2011. This deed
varied the PWF Bond trust deed, so as to amend the definition of Treasury Stock.

Fifth Deed of Variation of PWF Bond Trust Deed

PWF and New Zealand Permanent Trustees Limited (as trustee of the PWF Bonds) entered
into a Fifth Deed of Variation of PWF Bond trust deed dated 15 August 2011, This deed
varied the PWF Bond trust deed, so as to effect certain amendments as a consequence of
an extraordinary resolution of bondholders.

Second Deed of Modification of PWF Debenture Trust Deed

PWF and New Zealand Permanent Trustees Limited entered into a Second Deed of
Modification of trust deed dated 1 December 2010, This deed varied the PWF Debenture
Trust Deed, so as to meet the requirements of the NBDT regime, including the Deposit
Takers Regulations, which came into force on 1 December 2010,

Third Deed of Modification of PWF Debenture Trust Deed

PWF and New Zealand Permanent Trustees Limited entered into a Third Deed of
Modification of trust deed dated 15 August 2011. This deed varied the PWF Debenture
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Trust Deed, so as to effect certaln amendments as a consequence of an extraordinary
resolution of bondholders.

Agreement relating to Sale and Purchase of Shares in PWF

PGW and Heartland New Zealand entered into an agreement dated as of 13 June 2011 Lfor
the sale and purchase of all of the ordinary shares in PWF from PGW to Heartland New
Zealand. ©n-30-August203-Heartland acceded to this agreement as purchaser of the
PWF shares_by a deed of accessipn dated 30 August 2011, The sale was completed on 31
August 2011,

Agreement for Sale and Purchase of Loans No. 1

PWE, PGW Rural Capital Umited and PGW entered into an Agreement for Sale and
Purchase of Loans No. 1 dated 30 August 2011. This agreement is-was in connectlon with
the sale of all of the ordinary shares in PWF, from PGW to Heartland, where PWF agreed to
sell certaln finance contracts and receivables to PGW Rurai Capital Limited, a wholly owned
subsidiary of PGW.

Agreement for Sale and Purchase of Loans No. 2

PWF, PGW Rural Capital Limited and PGW entered Into an Agreement for Sale and
Purchase of Loans No. 2 dated 31 August 2011. This agreement is-was in connection with
the sale of all_of the ordinary shares in PWF, from PGW to Heartland, where PWF agreed to
sell certain finance contracts and receivables to PGW Rural Capltal Limited, a wholly owned
subsidiary of PGW.

Deed of Defeasance (in-reintien-bo-PWF Deposits)

PWF, New Zealand Permanent Trustees Limited, Heartland and the Trustee entered into a
Deed of Defeasance dated 310 August 2011 which sets out the terms on which Heartland
assumed liability for the PWHdeposits of PWF outstanding under its then existing debt
security trust deed.

Deed of Defeasance (in-relation-to-PWF Bonds)

PWF, New Zealand Permanent Trustees Limited, Heartland and the Trustee entered into a
Deed of Defeasance dated 330 August 2011 which sets out the terms on which Heartland
assumed lability for the PWF Bonds outstanding under its then existing debt-securitybond
trust deed.

Pending proceedings
There are no legal proceedings or arbitrations pending as at the date of registration of this
Prospectus that may have a material adverse effect on the Heartland Group,

Issue BXpensesexXDenses e -

The estimated expenses for the issue of the Deposits pursuant to this Prospectus are
$538,000 excluding brokerage and commission but including Trustee, legal and Auditor's
fees and printing costs. Details of brokerage are set out below,

Brokerage

No brokerage or commission is payable by investors. Heartland will pay brokerage (up to
0.50% per annum) to NZX Primary Market Particlpants and other Heartland accredited
brokers. Heartland will pay commission {up to 0.85% per annum) to accredited agents.

Brokerage will be paid to brokers on the value of applications lodged by them. Brokerage
will also be paid (at the rates prevailing at the time of renewal) on Deposits which are
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| reinvested at the end of thelr fixed term, provided the rerewal-reinvestment advice bears
the broker name/stamp.

Commission will be paid to agents based on growth in the total value of applications lodged
by them.

Heartland reserves the right to adjust brokerage or commission on investments which are
repaid early and any other charges applicable to the Deposits.

Brokers are the agents of investors whomn they advise. Brokers are accredited by
Heartland solely for the purpose of lodging applications on behalf of their client investors.
Accordingly, Heartland is not responsible for the advice given by such brokers. Heartland
agents operate in accordance with the Financial Advisers Act 2008, under Heartland's
qualifying financial entity (QFE) status. . - { Formatted: Font: Italic B

Ranking of Seeuwritiesgecurities, e~ +{ Formatted: English (United States) ]

The Deposits offered under this Prospectus are debt securities which constitute direct,
unsecured, unsubordinated debt obligations of Heartland and the Guaranteeing
Subsidiaries and are not secured by a mortgage or charge. The Deposits will rank equally
in all respects with all existing and future debt securities issued by Heartland pursuant to
the Trust Deed and without priority or preference amongst themselves and equally with alt
other unsecured and unsubordinated indebtedness of Heartland, except indebtedness
preferred by law,

As at 30 June 2011, the only securities of Heartland Group that are secured by a mortgage
or charge over any of the assets of the Heartland Group and that rank in point of security
ahead of, or equally with, the Depaosits subject to the Offer were:

« the mortgages granted by VPS Properties securing $27,168,532 and VPS Parnell
securing $7,330,000 to Heartland which rank ahead of the Deposits.’” As these are
an intra-group transaction they should not affect the return to investors. Any

amount paid by VPS Properties and VPS Parnell under these mortgages will be paid

to MARAC so will be available to repay Depositors.

« atotal of $1,593,247,000 Deposits and NZDX Bonds on issue that rank equally with
the Deposits being offered under this Prospectus.

Refer to the Summary of the Trust Deed section of this Prospectus for more detail about
permitted security interests which can be granted by a Heartland Group member which
may rank ahead of, or equally with, the Deposits.

Other Restrctiens-restrictions on the Heartland Group

Description of trast-deedTrust Deed documents

The Deposits to be issued pursuant to the Offer will be governed by the Master Trust Deed
and the Supplemental Deed (Accounts), each dated 29 October 2010 between Heartland
and the Trustee.

37 The mortgages and the loans were transferred from Heartland to MARAC by way of a deed of
| assignment of foans dated 19 September 2011,
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The Supplemental Deed referred to above and the Master Trust Deed (except to the extent
It Is modified by that Supplemental Deed) sef out the terms and conditions of the Deposits.
Depaositors are bound by, and are deemed to have notice of, the provisions of the Trust

Deed. A summary of the terms of the Trust Deed is set out in the Summary of Trust Deed

section of this Prospectus. Coples of the Trust Deed are avallable at the places referred to k

under the heading “Places of inspection of documents” below.

Limitation on mortgages, charges, labilitles

The Deposits are unsecurad indebtedness of Heartland. The Trust Deed wnposes a
limitation on the ability of Heartland and the Heartlarid Group to grant security over their
assets (for further details refer to the Summary of the Trust Deed section of this
Prospectus). However as the Deposits are and will in the future be unsecured, the Trust
Deed does not contain any limitations on the creation of new mortgages or charges ranking
in point of security ahead of, or equally with, any mortgage or charge securing the
Deposits.

The Trust Deed also includes a covenant from Heartland that the Capital Ratlo for each of
the Consolidated Group and the Guaranteeing Group will be not less than 8% (as each of
those terms Is defined in the Trust Deed), which Is conslstent with requirements of
regulations applicable to NBDTs with a credit rating under the Reserve Bank Act.

Duties and powers of the Trustee

The Trustee is appolnted to act as trustee of the Depositors. The principal duties of the
Trustee under the Trust Deed and under the Securities Act and the Securities Regulations
are set out in the Summary of Trust Deed section of this Prospectus.

Borrowing Restrictions
The following restrictions on the ability of any member of the Heartland Group to borrow
{as a result of any undertaking given, or contract or deed entered into by any of them) will

apply:

Trust Deed

There are no restrictions in the Trust Deed on the ability of Heartland or the Heartland
Group to borrow funds, other than the financial covenants described in the Summary of the
Trust Deed section of this Prospectus.

Standby Cash Advances Facility Agreement

As at the most recent update to this Prospectus, Heartland has a $2680-milier-committed
bank facility, to provide liguidity support for the Heartland Group. Pursuant to the Standby
Cash Advances Facility Agreement entered into by Heartland and MARAC with Bank of
New Zealand and Westpac Barking-CorporationNew Zealand Limlted:

« Heartland undertakes to comply with certain financial covenants (such as a
tangible net worth covenant) which may restrict levels of borrowing; and

« Heartland undertakes not to enter into any further borrowling facility with a
registered bank, without first obtaining written consent.

Investors should be aware that Heartland’s banking arrangements may change in the

future or Heartland may enter into new financing arrangements, which require compliance
with different covenants and ratios and have different events of review and events of
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l default. The S8anksbanks may grant waivers in relation to any event of review or event of

default.

Financial statements

The Heartland Group’s mest recent annual audited financial statements (for the year ended
30 June 2011} may be gbtained from Heartland's website at www.heartland.co.nz or from
the Companies Office website at www.business. govt.nz/companies. The Heartland Group's

most _recent annual audited financial statements (for the vear ended 30 June 2011) were
regi with the Co Office on 20 September 2011,

Interim financial statements

The Heartiand Group'’s audited financial statements for the six months ending 31

December 2011 are available on Heartland’s website at www heartland.co.nz,

Other Ferms-terms of the Offer and securities

All of the terms of the Offer and all the terms of the Deposits are set out in this Prospectus,
other than any terms implied by law or any terms set out in a document that has been
registered with a public official, Is available for public inspection and is referred to in this
Prospectus.

Places of Inspection-inspection of Peewmentsdocuments, _ _ _ _ ________________. .- { Formatted: English (United States)

The Rules of Heartland, the financial statements referred to in the Financial Information
section of this Prospectus and copies of the material contracts referred to under the
heading "Material Contraetscontracts” above, may be inspected (without charge) during
nermal business hours at the registered office of Heartland set out in the Directory.

A capy of the RECL Management Agreement may be inspected (without charge) during
normal business hours at the registered office of Heartland set out in the Directory. The
copy of the RECL Management Agreement delivered to the Companies Office and the copy
available for inspection at Heartland’s registered office shall exclude certain information in
accordance with the Securities Act (Pyne Gould Corporation Limited and Building Society
Holdings Limited) Exemption Notice 2011. Information has been redacted from Schedule 1
of the copy of the RECL Management Agreement delivered to the Companies Office and the
copy available for inspection because it is commercially sensitive information. The
excluded information Is personal information relating to third parties that is Included in the
RECL Management Agreement for the purposes of identifying certain loan assets of MARAC
which are to be managed by RECL pursuant to the RECL Management Agreement.

The directors of Heartland warrant that the exclusion of the redacted information in
Schedule 1 of the RECL Management Agreement does not make this Prospectus misleading
in any material particular by a failure to refer, or give proper emphasis, to any adverse
circumstances.

Other Material-Mattersmaterial matters,

. - {_Formatted: English (United States)

Securities Act exemptions

Securities Act (Building Societies) Exemption Amendment-Notice 20022049, ___ __ ____ __ . .. - { Farmatted: English (United States)

)

The Financial Markets Authorlty (previously the Securities Commission) has extended to
Heartland certain exemptions from Securities Act and Securities Regulations requirements
granted to building societies under the Securities Act (Building Societies) Exemption Notice
2002. Under the Securities Act (Building Societies)} Exemption Amendment Notice 2010,
Heartland is included as a building society to which the exemption notice applies.
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The Financlal Markets Authority {previously the Securitles Commission) has granted
Heartland New Zealand and certain related entitles (including Heartland) exemptions from
section 37A(1)(a) of the Securities Act, regulation 18(1)(a) of the Securities Regulations,
clause 25(c).of Schedule 1 and clause 19(c) of Schedule 2 of the Securlties Regulations,
and regulation 26 of the Securities Regulations, These exemptions are contalned In the
Securities Act (Pyne Gould Corporation Limited and Building Soclety Holdings Limited)
Exempticn Notice 2011, : : '

The effect of this exemption notice (to the extent relevant to this Prospectus) is that
certain commercially sensitive information may be omitted from the copy of the RECL
Management Agreement which is required to be delivered to the Registrar of Financial
Service Providers for registration with this Prospectus (and any future prospectus
registered by, among others, Heartland) and made available for inspection.

There are no other material matters relating to the Offer, other than those set out in this
Prospectus, the financial statements referred to in the Financial Information section of this
Prospectus or In contracts entered into in the ordinary course of business of Heartland or
the Guaranteelng Subsidiaries.

Directors' Statementstatement .

The Directors of Heartland, after due inquiry by them, are of the opinion that none of the
following has materially and adversely changed during the period between 30 June 2011
and the date of registration of this Prospectus:

« the trading or profitability of the Borrowing Group;

+ the value of the assets of the Borrowing Group; or

+ the ability of any of the Borrowlng Group to pay their llabilities due within the next 12
months.

Signatures required under the Securities Act

A copy of this Prospectus has been sighed by each Director of Heartland (or his or her
agent authorised in writing)-each-an-issuer”for-the-purpeses-of-the-Securities-Act.
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Directors of Heartland:

Bruce Robertson Irvine

Edward John Harvey

Gary Richard Leech

Michelle Anne Smith

Bryan William Mogridge - Resigned 28
October 2011
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Jeffrey Kenneth Greensiade

Graham Russell Kennedy

Christopher Robert Mace

Geoffrey Thomas Ricketts
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GLOSSARY
$, NZD or NZ$

Aecount

Auditor
Board

Borrowing Group

Building Societies Act

€all-Aecount

CBS Canterbury

Consolidated Group

Depositor

Deposits

Director
Directory

GAAP

Glossary

Guaranteeing Group
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New Zealand dollars

‘saver’or-described-asan-account™or
Sdepesits

KPMG

The board of directors of Heartland

Heartland and the Guaranteeing
Subsidiaries

The Building Societies Act 19685, as
amended from time to time

An-Account;-the-principal-amount-of-which-is
payableby-Heartdand-to-therelevant
Bepesitor-enrequest-beingmade by-that
Depositor-subject-to-the-terms-and

it € the A
Canterbury Building Society

Mas the meaning glven to It in the Trust
Deed

A holder of a Deposit

Debt securities issued by Heartland under
the Trust Deed and-which-are-the-subject-of
this-Offerto which this Prospectus relates

A member of the Board

The directory set out in this Prospectus

Generally accepted accounting practice, as
defined in the Financial Reporting Act 1993

This glossary of terms

Has the meaning given to it in the Trust
Deed
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Guaranteeing Subsidiaries

Heartland

Heartland Group

Heartland New Zealand

Investment Statement

IRD
IFRS
MARAC

MARAC Group

Master Trust Deed

Merger

NBDT

092725466/2308236:01

MARAC, VPS Properties, VPS Parneli, PWF
and any other subsidiary of Heartland which

'~ becomes a guarantor under the Master

Trust Deed

Heartland Bullding Society (incorporation
number 2541477) which is the issuer of the
Deposits, established under the Building
Societies Act

Heartland Bulliding-Seclety—MARACAAS
Properties VWPS-Paenel-PWrR-and any
otherits subsldiaries of-Heartland-from time

to time._As at 31 December 2013, these
included MA VPS Pr ies, VI

Parnell and PWF

Heartland New Zealand LIimited, which Is the
ultimate holding company of Heartland

The current investment statement in-respeet

in respect of the Deposits

Inland Revenue Department
International Financlal Reporting Standards
MARAC Finance Limited

A profit oriented entity which consists of
MARAC, Heartland (formerly MARAC) ABCP

Trust 1 and Heartland (previously MARAC)
PIE Fund

The trust deed entered into between
Heartland and the Trustee on 29 October
2010 (a summary of which is set out in this
Prospectus)

The merger of the financial services
businesses of MARAC, CBS Canterbury and

Southern Cross, which was completed on 7
January 2011

EBS-Canterbury-Seuthern-Gress-and
MARAC

MARACF: ak-ServicesLimited

Non-bank deposit taker
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NZ GAAP

NZ IFRS

NZDX

NZSX

NzZX

Offer

PGC

PGW

092726466/2108236:01

Generally accepted accounting practice in
New Zealand, as defined in the Financial
Reporting Act 1993

New Zealand equivalents to International
Financial Reporting Standards

The market for debt securlties, operated by
NZX

The-NZBY listed-t . | b MARAC
that-were-transferred-te-Heartlond-en5
January-2011

The main board equity security market,
operated by NzZX

NZX Limited

The offer of Deposits pursuant ko this
Prospectus

Pyne Gould Corporation Limited

PGG Wrightson Limited
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Prier-Charge

Prospectus

PWF

PWEF Bonds

RECL

Reserve Bank

Reserve: Bank‘ Act

092725466/2+08236-0%

Any-security-{as-thattermis  +- - - | Formatred: Indent: Left: 2.2 om

)

Jofined-i-the T Deed),
other-than:
{a)—-any-netting-or-set-off-arrangerent

entered-inte-by-Heartland-erthe
G teeing-Subsidiaties-int

. ordinary-eourse-ofits-business;

(b " isinad . £l

: sl “ ¢ tradi
er-securing-taxes-er-other ~
gevernmental-or-regulatery-review,

{&)——securitiesarising-out-of-title-retention
isi ; Leps-standard
conditions-of -supply-ef-goods
sequired-by-Heartland-or-the
Guaranteeing-Subsidiares-in-the

ordinary-course-of-its-business;—or

any-ether-securities;-the

aggregate-secured-by-which
dees-not-exceed-1% of-the
total-tangible-assets-ef-the

Heardand-Group

This documentPrespectus,—which-isa
prospeckusin-respect-of-the-Offerfor-the

purposes-of-the-Seeurities-Act

PGG Wrightson Finance Limited

NZDX guoted Bbonds, originally issued by
WF, liability for which was_assumed by

Heartland as part of jts acquisition of PWFis
seeumd—bend-s—whieh—beean;e—PWF—Bends
en-the-NZbX,_These bonds have been_fully
repaid

Real Estate Credit Limited

The Reserve Bank of New Zealand
constltuted under the Reserve Bank Act

The Reserve Bank of New Zealand Act 1989,
as amended from time to time
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Rules

Savings Account

Securities Act

Securities Regulations

Southern Cross
Standard & Paor's or S&P

Supplemental Trust Deed (Accounts)

Supplemental-Deed (PWF Bonds)

TEL

Term Account

092725466/2108236:01

The rules of Heartland registered under the
Building Societies Act, as amended from
time to time

A Deposit, the key features of which are
more perticularly descri in ion f

this Prospectus under the heading “Savings

Accounts”

The Securities Act 1978, as amended from
time to time

The Securities Regulations 2009, as
amended from time to time

Southern Cross Building Society
Standard & Poor's (Australia) Pty Limited

The supplemental trust deed (accounts)
entered into between Heartland and the
Trustee on 29 October 2010, which is
supplemental to the Master Trust Deed

Fhe-supplermentel-trust-deed(bonds)

entered-into-between-Heartland-and-the
Frustee-on-29-October 2040 which-s
supplermental-te-the-Mastertrust-Beed

Fhe-supplemental-trust-deed-{PWFBends)

entered-inte-between-Heartland-and-the
N

supplemental-te-the-MasterTrust-Deed

Trustees Executors Limited

A Deposit, the key features of which are
more particularly described in Section 3 of
this Prospectus under the heading “Term
Accounts’An-Account-which-is-net-a-Call
Account-and-is-generally-for-a-fixed-term
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Trggsggﬂdﬁa! Account

Trust Deed

Trustee

VPS Parnell

VPS Properties

0927254 66/2108236:03

i h ar
re parg 1 i i
this Prospectus er the in

" (s] nts”

The Master Trust Deed; the Supplemental

Trust Deed {Accounts), the Ssupplemental +--- { Formatted: Space After: 0 pt

trust d verni nds issued by
Hearland¥rust-Beed-{Bonds)and-the
Supplemental-frust-Deed{PWF-Bonds)
and/or the supplemental trust deeds
pursuant to which the Guaranteeing

- Subsldlaries become guarantors

TEL as trustee In respect of the Deposits

VPS Parnell Limited, a subsidiary of
Heartland

VPS Properties Limited, & subsidiary of
Heartland
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C i) : EXP C TRA STEM

What lS a8 crgdlt ralmg}

on t|me aII the mmgyt_hey hgyg gmm]sed an Invest: or, ._In I_-jgaman‘ s . ;g, this is the

ots have [hvi wl he Deposl fund

gf gp]nlgng angu; : e gredntworthlnegs of an lsgggr Genera y & lower credit rm

indicates a higher risk that an institution will “default” and an investor will not get their
money back in full and/or on time, as promis

S&P’s long terin issuer rating cateqgories, from stronaest creditworthiness to most
vulnerable, are outlined below,
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Grade Description

AAA xtremely strong: An gbiigor rated AAA has extremely stron
capacity to meet its financial commitments, AAA is the

highest issuer credit rating assianed by S&P.

Very strong: An obligor rated AA has very strong capacity to
Investment meet its financial commitments. It differs from the highest-
rad rated obligors only to a small degree.

Strong: An gbligor rated A has strong capacity to meet its
financial commitments, but is somewhat more susceptible to

the adverse effects of changes in circumstances and economic

e conditions than obligars in higher-rated categories.
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Adequate capacity: An obligor rated BBB has adequate

arade category capacity to meet its financial commitments. However, adverse
economic conditions or changing circumstances are more likely

to lead to a weakened capacity of the gbligor to meet its
financial commitments.

Less vulnerable: An obligor rated BB is less vulnerable in the
near term than other lower-rated obligors. However, it faces
major ongoing. uncertainties and exposure to adverse
business, financial, or economic conditions, which could lead
to the obligor’s inadequate capacity to meet its financial
commitments.
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the obligors rated BB, but the obligor currently has the

i . . ] v N
_u__(S;r:d:latwe capacity to meset its financial commitments. Adverse business,
m—— financial, or economic conditions will likely impair the obligor’s

capacity or willingness to meet its financial commitments.

Currently vuinerable: An obligor rated CCC is currently

(]
0
(o}

financial, and economic conditions to meet its financial
commitments.

cC Currently_highly vulnerable: An obligor rated CC is currently
highly vuinerable.

KD SD Default/Selective Befault: An obligor rated D {Default) or SD

(Selective Default)_has failed to pay one or more of its

financial obligations (rated or unrated) when it came due.

Ratings between AA and CCC may be modified by the addition of a plus (+) or minus (-)
sign to show relative standing within the major rating categories.

“Investment grade” is broadly used to describe issuers and_issues with relatively high

levels of creditworthiness_and credit guality, In contrast, the term “noninvestment arade,”
or “speculative grade,” generally refers to debt securities where the issuer currently has

the ability to repay but faces significant uncertainties, such as adverse business or financial
circumstances that could affect credit risk.

In S&P’s long-term rating_scale, issuers and debt issues that receive a rating of ‘BBB-' or

above are generally considered by requlators and market participants to be “investment
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P Isp nion (ter a"C " whether it rating i

kely LQ be hl.mg__d@_{,pgﬁnv_), downgraded (neggglve) or uncertain _(neutra )_ILfocuses

Addil information about Heartland’s ratin
Heartland s rating is a ‘long_term issuer’ rating which reflects Heartland’s creditworthiness
over a time period of one year or mare. The rating also assesses Heartland’s capacity to
repay In Zealand dollars

Where can I find more information?
The Reserve Bank has some useful informatlon on credit ratings on its webslite
WwWw. rbnz.govinz,

Additional information can also be found on S&P’'s website www.standardandpoors.com.

Inv Iso wish to engage an investment adviser for independent advice and

Heartiand encourages you to do so.
Two final things to note

Credit ratings only o 1 sing ri; nd the Reserv: nk advi inves
to seek more Information on making wise investment decisions. °

S&P’s credit ratings are statements_of opinion, not statements of fact or recornmendations
to buy, hold or sell any securities. Accordingly, any user of credit ratings should not rely
an any such ratings or other opinion jssued by S&P in making any_investment decision.
Ratings are based on information received by S&P.

106



DIRECTORY

ISSUER

Heartland Building Soci Heartland
25 Riccarton Road

Riccarton

Christchurch 8021

F 48499279310
DIRECTORS OF THE ISSUER

B R Irvine Christchurch (Chairman)_
reansi. Aucklan

€ ) Harvey Auckland

G R Kenpedy_ Ashburton

G R Leech Ashburton

CRMace _____Ayckland

GT Ricketts . Auckiand

M A Smith Christchurch

LEGAL ADVISERS TO THE ISSUER

Chapman Tripp

Level 35, ANZ Centre

LEGAL ADVISERS YO THE TRUSTEE

Buddle Eindlay
State Insurance Tower

AUDITOR OF THE ISSUER

T +64 9 367

TAX ADVISORS TO THE ISSUER
Deloitte
Deloitte Centre

80 Queen St
Auckland 1010

T +64 9 303 0700
E+649 303 0701

167



R
S

.
«%Wﬁéu o
.

Lo
- Ww

L
L
- G
o
.W,Vaw

2
3

-
-

o

L

o

7

=

o

ol

AR
Lo
S
SRR
Sl

FeE

hitson Fingnce

Wrig.

]
]
4




IMPORTANT NOTICE

This Prospectus is dated 27 September 2011 (as amended
on 19 January 2012, 3 April 2012 and 15 May 2012} and is a
prospectus in respact of the offer of Deposits to be issued
by Heartland Building Society (Heartland). You should
read the content of this Prospectus and the Investment
Statement carefully.

No person is authorised to give any information or
make any representation in connection with the Offer
which is not contained in this Prospectus or in other
communications from the Directors of Heartland. Any
information or representation not so contained may not
be relied upon as having been authorised by Heartland.

Registration of Prospectus

A copy of this Prospectus duly signed by or on behalf
of the Directors of Heartland and having attached to it
copies of the documents and other materials required by
section 41 of the Securities Act, has been delivered to the
Registrar of Financial Service Providers for registration
in accordance with section 42 of the Securities Act on
7 october 20m.

The documents required by section 41 of the Securities
Act to be endorsed an or attached to the copy of this
Prospectus delivered to the Registrar of Financial Service
Providers for registration are:

< the signed report of the Auditor in respect of certain
financial infarmation included in this Prospectus, as
set out in this Prospectus;

- the signed consent of the Auditor to its audit report
appearing in this Prospectus;

< the signed statement from the Trustee as set out in
this Prospectus; :

+  copies of the material contracts referred to in this
Prospectus, which have not aiready been registered
by, or filed with, the Registrar of Financial Service
Providers"; and :

«  letters of authority authorising this Prospectus to be
signed by an agent of any Director of Heartland (if
and where required).

inspection of Documents™ for further details.

2 IMPORTANT NOTICE

Forward looking statements

This Prospectus contains certain statements that relate to
the future. Such statements are not a guarantee of future
performance and involve known and unpknown risks,
uncertainties, assumptions and other important factors, .
many of which are beyond the control of Heartland
and which may cause actual results, performance or
achievements of the Heartland Group to differ materially
from those expressed or implied by such statements.

Definitions

Capitalised terms used in this Prospectus have the specific
meaning given to them in the Glossary, in the relevant
section of this Prospectus or in the Trust Deed.

This Prospectus refers to various tegislation in force in New
Zealand from time to time. Copies of any such legislation
may be viewed online at www.legistation.govt.nz free of
charge.

% Subject to the Securities Act (Pyno Gould Corporation Limited and Building Society Holdings Limited) Exemgrion Notice 2011. Sea the Information under the heading “Places of
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— Prospectus No.3

1.0 HEARTLAND DEPOSITS

This is a Prospectus in respect of the offer of debt securities
to be issued by Hearttand Building Society (incorporation
number 2541477) (Heartland) under its Trust Deed.

Heartland offers a wide range of debt securities for
investors. Detalls of the types of debt securities offered to
investors to which this Prospectus relates (Deposits) are
set out in Section 3 of this Prospectus.

2.0 INTRODUCING HEARTLAND

Heartland Building Society is a building society
established in New Zealand on 22 October 2010 under
the Building Societies Act. Heartland Building Society
commenced business as a financial services provider in
January 2011, on completion of the merger of the financial
services businesses of Canterbury Building Society
(cBS canterbury), MARAC Finance Limited (MARAC) and
Southern Cross Bullding Soclety (Southern Cross), which
was completed on 7 January 2011,

As at the date of this Prospectus, Heartland Building
Society comptises the former businesses of CBS
Canterbury and Southern Cross and 100% shareholdings
in MARAC and PGG Wrightson Finance Limited (PWF).
Heartland Building Society is New Zealand’s largest
non-bank deposlt taker.

Heartland Building Society is wholly-owned by Heartland
New Zealand Limited (through its subsidiariesy. Heartland
New Zealand Limited (Heartland New Zealand) listed on
the NZSX on 1 February 2017%.

Part of NZ since 1875

Heartland’s roots stretch back to 1875 with the inception
of Ashburton Permanent Building & Investment Socisty,
which subsequently merged with SMC Building Soclety
and Loan & Building Soclety. Together they became CBS
Canterbury. Over the decades they have provided the
people in the Canterbury region with home, rural and
business loans, term investments, and savings and
day-to-day accounts.

The Heartland New Zealand Group Structure Diagram (simplified)

NZSX Listed Company

Heartland
- NZDX Listed New Zealand
E"E Guaranteeing Group : Ll_r_nlted (HN2)

...........................................

l

i H
1 L]
1 [
1 '
a )
! ! Heartland
! } 1 Financiat Services
1 - B : Limited
) E - ?
1 . e f - 1
' - B I ; lso%
1] . K e - . - ’
; . .. :
1 - .
! . — ' MARAC
! . ' JV Holdings
' ‘ H Limited
H '
» »
1 . 1]
: P
H VPS Parnell VPS8 Propertios [
i MARAC PGG Wrightson it v : o
i Finance Finance ' H Insorance
. ., - ’
E Limited Limited i - Limited
H 1
: '
: [}
: :
[ L L L LT L R R R P P N L L LT T T Y d
2 Neither Heartland New Zealand wanyof its subskdiaries that hold shares in Heartlond g the obilgations of land in relation to tha Deposits, All payments to be
made In respect of the Deposits will be made by land and are g d by the 6 ing Subskdlari .
3 - Heartland Now Zealand shaves are tradsabie on the NZSX. Hawever, NZX accepts ne resy ity for any In this N25X i3 B regi d market ap
by NZx, which Is a regi hange, regul under the las Markets Act sa88.
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Southern Cross similarly had a long history. Opening in
Auckland in 1923, it offered a similar range of financial
services to its customers throughout the North tsland.

For nearly 60 years MARAC has supported the growth of
small-to-medium sized New Zealand businesses with a
range of finance, investment and insurance solutions.

On 31 August 2011, PWF became a subsidiary of Heartland.
PWF was an important acquisition for Heartland, bringing
significant impetus to Heartland’s rural strategy and
diversity to Heartland’s asset base., The financial services
activities of PWF were established over more than 75
years, by leading Stock and Station companies, Williams
& Kettle, Wrightson, Pyne Gould Guinness, and Reid
Farmers. Mergers brought the finance arms of these
entities together creating what is now PWF.

CBS Canterbury, Southern Cross, MARAC and PWF now
operate as one, Heartland, combining their experience,
knowledge and a shared vision te partner with enterprising
New Zealanders to succeed.

Heartland Building Society - principal
activities

Heartland Building Society is the principal operating
subsidiary of Heartland New Zealand Limited. Heartland
Building Society carries out the financial services
operations, deposit taking and funding functions for itself
and its subsidiaries (the Heartland Group).

The Heartland Group operates in the following major
sectors:

Rural: Specialist financial services to the farming
sector primarily offering livestock, rural mortgage
lending, seasonat and working capital financing, as
well as leasing solutions to farmers,

Retail and Consumer: Praviding a camprehensive
range of financial servicas to New Zealand families,
including term, transactional and savings based
deposit accounts together with residential mortgage
tending and motor vehicle finance.

- Business: Providing term debt, plant and equipment
finance, commercial mortgage lending and working
capital solutions for small-to-medium sized New
Zealand businesses.

gl Prospectus No.3

The Heartland Group is unlike the traditional model of
buitding society, in that a large portion of its lending is
based on security other than land.

Across New Zealand, in heartland
communbnities

Heartland operates nationwide and has a network of
branches and offices spread throughout New Zealand.
The people at Heartland, who are experienced in banking
and the finance sectar, are part of the local communities
and have established retationships with Depositors as
well as with rural, business and individual customers.

Branches of the Heartland Group (as at 31 December 2011)

&€ CBS CANTERBURY BRANCHES

@ SOUTHERN CROSS BRANCHES
@ MARAC BRANCHES

@> @ PGG WRISHTSON FINANCE BRANCHES

2.0 INTRODUCING HEARTLAND
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9.0 INTRODUCING HEARTLAND continued

100% FOR NEW ZEALAND

Our vision is to drive prosperity in heartiand communities across New Zealand
Jor businesses, farmers and families. We are proudly New Zealand operated
and managed, with our parant company listed on the NZSX.

Service the Heartland way

Heartland values [ts heritage, and puts a strong emphasis
on customer relationships and enhancing and extending
its product and service offerings. As a Heartland customer
you will experience service with a personal touch.

Investing in New Zealand

Heartland funds households, small-to-medium sized
businesses and farms that form the backbone of the
country’s econory. When you invest in Heartland, your
deposit helps to drive prosperity in your local community
and throughout New Zealand. As at the date of this
Prospectus, all of Heartland’s lending is in relation to New
Zealand based assets.

Highlights of the business

¢  Credit rating
As at the mast recent update to this Prospectus,
Heartland has a credit rating of 8BB- (Outlook
Stable)* from Standard & Poor's, which is considered
an Investment grade rating by market participants.
For the most up to date Heartland credit rating
information refer to www.heartland.co.nz®. Further
detail on credit ratings is set out in Schedule 1 of this
Prospectus.

«  Banking registration objective

A key objective of the Heartland Group is ultimately
to create a New Zealand operated, controlled and
managed banking group, with a parent company
listed on the NZSX. Heartland has engaged with
the Reserve Bank regarding its application for bank
registration. The making of any formal application
Is subject to Heartland being satisfied that it
has met all requivements of the Reserve Bank.
The process through to formal application is of
indeterminate length. As at the most recent update
to this Prospectus, neither Heartland New Zealand,
Heartland nor any Guaranteeing Subsidiary Is a
registered bank under the Reserve Bank Act.

«  Allinvestors rank equally
All Depositors in Heartland rank equally with each
other, and equally with Heartland’s bank funding.
Heartland has undertaken in the Trust Peed not to
grant security over any of its assets except In certain
limited circumstances. '

Balance sheet and cash flow

As at 31 December 20m, the Heartland Group had
approximately $357 milllon in shareholder funds,
with approximately $2.38 billion in total assets
and approximately $2.02 billion in total liabitities®.
Heartland’s focus is on lending agalnst assets that
generate cash flow, assets that have essential uses
and assets that have sound realisable values to
ensure a sound cashflow to Heartland.

The Heartland Group has two securitisation trusts ~
Heartland (formerly MARAC) ABCP Trust 1 and CBS
Warehouse A Trust (the Trusts), the purpose of which
is to provide liquidity support for the Heartland
Group. IFRS requires that the Trusts are consolidated
in the Heartland Group’s financial statements. As
at 31 December 20m, approximately $295 mitlion
of net securitised receivables and cash continue to
be recognised in the Heartland Group’s financial
statements, however those $295 million of assets are
set aside for the benefit of the investors in the Trusts
and no longer form part of the Heartland Group’s
assets which are available to repay Depositors.
However, any surplus income arising in each of these
Trusts Is distributed back to the Heartland Group.

Lending diversity

The Heartland Group’s lending is diversified across
the small-to-medium sized business, rural and
household sectors, and geographically across New
Zealand. Hearttand Group’s policy is to lend on the
basis of first ranking security. The exceptions to this
policy are limited to:

- everyday or overdraft facilities provided to
customers, which represent less than 0.25% of the
total lending book; and

certain old loans, which are being exited over time.

.

Of the Heartland Group's total lending book, well
over 97% was secured by first ranking security as
at 21 December 2011, As the averwhelming majority
of the balance (i.e. the 3%) relates to the old loans
which are being exited over time, the percentage of
first ranking secured will improve even further over
time.

4 Ony ber 20m, S&P updated Heartland's credit rating outtoek from “negative™ to “stable™

P

A rdand Seavineme ldafinle "

g  For an explanation of Standard & Poor's credit rating system, please see Sch
fags/an/us under the Section “What do the {etter ratings mean?™

6 These amounts have bean taken from the statement of financial position of the Heartland Group dated 31

pactus and also tuxpifj g/

{ ac at that date. The

tber 2011. The were caleul

and of & 1al position are included in the Heartland Group's audited interim Anancial statements for the six months ended 31 December 2012,
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Net Receivables of the Heartland Group’ by Division
(as at 31 December 2011)°

H RETAIL & CONSUMER

NON-CORE LEGACY PROPERTY

Net Receivables of the Heartland Group’ by Geagraphy
(as at 31 December 2011)°

17 REST OF SOUTH ISLAND

Lending Book of the Heartland Group” by Secured Asset Type
(as at 31 December 2011)"°

Otker  Christchuech Rebuitd Property (Mortgages)
05% Q5%
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Lending exposure to a single borrower

Under the Trust Deed, the Heartland Group’s exposure
to its largest single borrower may not exceed 15% of
capital, and the Board regularly monitors the largest
amounts owing by any individual borrower or group
of related borrowers to ensure compliance with this
ratio, The Heartland Group operates across a broad
New Zealand customer base. This helps to limit the
risk of the Heartland Group being exposed to any one
group of customers failing to meet their repayments.

Funding mix

Heartland relies on its retail deposit base (including
call deposit balances, and reinvestment or new
investment in retail term deposits) as its primary
source of balance sheet funding. In the context of
retail term deposits, Heartland relies on substantial
levels of reinvestment, the actual and targeted levels
of which will vary from time to time. For the calendar
year 2071, Heartland’s average year to date retail
deposit reinvestment rate was always in excess of
70%. This included a period during which a number
of Depositors who were attracted by the Crown
guarantee did not reinvest due to the impending
expiry of the Crown guarantee on 31 December 2011.
For the calendar year 2012 to the end of April (being
the period from the expiry of the Crown guarantee
through to the last full month as at the most recent
update to this Prospectus), Heartland's average year
to date retail deposit reinvestment rate has remained
in excess of 70%. Heartland also has other sources
of funding. As at the most recent update to this
Prospectus, this includes:

+ NZDX-guoted bonds with a principal amount of
$104.2 million. These NZDX-quoted bonds mature
on 15 July 2013.

- Committed bank facilities with a maximum
principal amount of $200 million. These facilities
are comprised of two $100 million tranches. The
first tranche matures on 30 September 2012,
The second tranche matures on 30 June 2013, if
Heartland obtains bank registration by 30 June
2012, or otherwise on 30 September 2013.

The Heartland (formerly MARAC) securitisation
programme with a maximum principal amount of
$300 million. The Heartland Group can access
funding through this securitisation programme
by selling motor vehicle and other equipment
receivables provided those receivables satisfy
certain specified criteria.

7 The Heartland Group consolidates two securitisation trusts - Heartland (farmerly MARAC) ABCP Trust 1 and CBS Warehouse A Trust {the Trusts). Net securitised receivables
continue to be recopnised in the Heartland Group's financial statements and these graphs, however those assets are set aside for the benefit of the invastors in the Trusts and
ne tonger form part of the Heartland Group's assets which are available to repay Depositors. Any surplus incame arising in each of these Trusts is, howaver, distributed back

to the Heartland Group.

8 Theinformation contained in the graph has been taken and derived from the Heartland Group's unaudited management information ag at 31 December 2011, Net receivables
of the Heartland Group exclude operating lease vehicles and investment properties. The graphis pravided for illusteative purposes anly.

9 The information contained In the graph has been taken and derived from the Heartland Group's audited financial statements for the six months e ading on 31 December 2011,
Net recelvables of the Heartland Group exclude operating lease vehicles and investment properties. The graph is pravided for illustrative purposes only.

10 Theinformation contained in the graph has been taken and derived from Heartland Group's unaudited management information as at 31 December 2013, The graph is provided

for iltustrative purposes only.
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2.0 INTRODUCING HEARTLAND continued
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+ The CBS Canterbury securitisation programme with
a maximum principal amount of $150 miltion. The
Heartland Group can access funding through this
securitisation programme by selling residentiat
property receivables provided those receivables
satisfy certain specified criteria.

The types and amounts of these other sources of
funding, and their availability, may change from
time to time, perhaps significantly. However,
access to both retail and wholesale funding reduces
Heartland’s reliance on a single funding source, and
together with the staggering of maturity dates assists
in managing liquidity risk.

Management of capital

Heartland’s policy is to maintain its capital base
to insulate against risk so as to maintain investor,

creditor and market confidence and to support future
growth of the business. Heartland has minimum
capital requirements which it is required to maintain
in accordance with its Trust Deed, borrowing facilities
and the Deposit Takers (Credit Ratings, Capital Ratios,
and Related Party Exposures) Regulations 2010.

NZSX-listed parent company

Heartland’s parent company, Heartland New Zealand,
is listed on the NZSX and has approximately 8,000
shareholders as at the most recent update to this
Prospectus™. Having an NZSX-listed parent provides
the potential to access further capital.

Funding Mix of the Heartland Group
(as at 31 December 2011)"

Other
9%

Committed
Bank Facilities
Drawn

2%

The information contained in the graph has been taken and derived from the Heartland Group's unaudited management information as at 31 December 2011, The graph is

provided for illustrative purposes only.

Neither Heartland New Zealand nor any of its shargholders guarantee the obligations of Heartland in relation to the Deposits.
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Heartland’s Board of Directors

The Board and management of Heartland are committed to ensuring that it maintains corporate governance practices
in line with current best practice. The Board has established policies and protocols which comply with the corporate
governance requirements of the NZSX/NZDX Listing Rules. The Directors of Heartland and its executive management
team have extensive experience in the financial services and banking industries. All of the Directors have extensive
carporate governance expetrience.

Of Mearttand's eight current Directors:

- five of those current Directors (Bruce Irvine, Geoffrey Ricketts, Christopher Mace, Graham Kennedy and Gary Leech)
are independent directors of Heartland New Zealand for the purposes of the NZSX Listing Rules; and

+  two of those current Directors (Michelle Smith and John Harvey) do not sit on the board of Heartland New Zealand,
and are independent directors of Heartland Building Society.

Bruce Irvine BCom, LLB, FCA,
AF Inst D, FNZIM

Chairman

Bruce #s Chairman of Heartland
Building Society and Heartland New
Zealand Limited. He is a chartered
accountant and was admitted into the
Christchurch partnership of Deloitte in
1988. He was Managing Partner from
1995 to 2007 before his retirement
from Deloitte in May 2008 to pursue
his career as a professional director.

A

Graham Kennedy J.p, BCom,
FCA, ACIS, ACIM, AF Inst D
Director

Graham has 37 years’ experience
as a chartered accountant and was
a director of CBS Canterbwry for
24 years, holding the position of
Chairman from 2002 - 2008.

Jeffrey Greenslade LLB

Managing Director

Jeff has over 20 years’ experience
as a senior banking executive, and
is responsible for the strategy and
operational management of Hearttand
Building Society. He joined MARAC
Finance Limited as Chief Executive
Officer in 2009, and was appointed to
its board in December of that year.

Gary Leech scom, Fca,

AF Inst D, FNZTA

Director

Gary has 38 years’ experience as
a chartered accountant, and was
the Chairman of the board of CBS
Canterbury leading up to the merger
with MARAC Finance Limited and
Southern Cross Building Society.

John Harvey scom, cA
Director

John has considerable financial
services experience and 35 years in
the professional services industry,
including 23 years as a partner of
PricewaterhouseCoopers before his
retirement in 2009 to pursue a career
as a professional director. John was
appointed to the MARAC Finance
Limited boardin 2010 and subsequently
joined the Heartland Building Society
Board upon its creation.

Christopher Mace cNzM
Director

Chris is an Auckland Dbased
businessman, company director and
investor with experience in the New

~ Zealand and Australian business

environment. He holds a number
of directorships and was a director
of Southern Cross Building Society
leading up to the merger with MARAC
Finance Limited and CBS Canterbury.

2.0 INTRODUCING HEARTLAND
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2.0 INTRODUCING HEARTLAND continued

Geoffrey Ricketts LLB (Hons),
FinstD

Director

Geoff is a commercial lawyer,
company director and investor with
wide experience in the New Zealand
and Australian business environment.
He was Chairman of Southern Cross
Building Soclety \eading up to the
merget with MARAC Finance Limited
and CBS Canterbury.

The Directors of Heartland may change after the date of this Prospectus. The names of Heartland’s current Directors
may be obtained from www.heartland.co.nz. Each of the Directors of Hearttand can be contacted at Heartland’s

registered office.

10 2,0 INTRODUCING HEARTLAND

Michelle $Smith mcom,
CA - NZICA and ICAEW
Director

Michelle is a professional director who
has over 20 years’ experlence working
within the financial services industry.
Michelle was appointed to the MARAC
Finance Limited board in 2010 and
subsequently joined the Heartland
Building Society Board upon its
creation.
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3.0 DETAILS OF DEPOSITS OFFERED

The following is a brief description of the types of Deposits being offered. The Deposits are direct, unsecured,
unsubordinated debt obligations of Heartland ranking equally with all other debt securitles issued by Heartland under
the Trust Deed. The Deposits are issued subject to the terms and conditions contained in the Trust Deed.

Investors can call 0800 85 20 20 for further information in relation to Deposits, including to request a copy of the
investment Statement or any specific Deposit terms and conditions. The Investment Statement can also be obtained by
downloading a copy from Heartland’s website, www.heartland.co.nz or visiting a Hearttand branch.

The names and features of Deposits set out below are subject to change, including following the completion of a formal
rebranding and product rationalisation exercise which Heartland Is currently undertaking.

Deposits offered fall into three broad classes being Term Accounts, Savings Accounts and Transactional Accounts™,

These are accounts with features
designed to assist saving -
offering higher interest rates than
Transactional Accounts, but with
less transactional capability.

These are everyday transactional
accounts.

These are Deposits for a fixed term.

Usually a fixed interest rate,
except for Heartland Flexi Rate
Term Deposit and CBS Canterbury

Funds may be deposited from
time to time, and are available at

‘Top Rate Term Depasit for which
the interest rate may change
throughout the term,

No fees are payable, except for
international transfers, same day
cleared payments and passing on
charges incurred on behalf of an
investor.

Term Accounts include, but are not

limited to, the following:

« Heartland Term Deposit

- Heartland Flexi Rate Term Deposit

+ Heartland Heart of Gold Term
Deposit

- CBS Canterbury Top Rate Term
Deposit

- CBS Canterbury Fixed Rate Term
Deposit

- CBS Canterbury Monthly Income
Term Deposit

+ CBS Canterbury Heart of Gold
Term Deposit

- MARAC Term Deposit
- PWF Term Deposit
« Southern Cross Term Investment

132 Constituted p 1% the Suppl

L Trust Deed {A

Funds may be deposited from time
to time. In some cases, withdrawals
outside of specified criteria may be
subject to fees.

Savings Accounts include, but are
not limited to, the following:
Heartland Saver

- Heartland Savings Optimiser

+ Heartland Calt Deposit

CBS Canterbury Special Purpose
Account

CBS Canterbury Living Style
Savings Account

+ MARAC Call Deposit

MARAC Business Call Deposit
- MARAC Rapid Saver

- PWF Rural Saver

PWF Savings Optimiser
Southern Cross Net Saver

) which ia suppl

Pl

monitored by the Rogistrar of Financial Service Providers and are available on request.
14 Hearttand's credit and lending ceiteria will apply. Fees and charges may apply.

call. An extensive range of access
options are available including
in-branch transactions, debit cards,
telephone and internet banking.
Overdraft and revolving credit
options are also available™.

Fees may apply to transactions,
services and other activity.

Transactional Accounts include, but

are not limited to, the following:

- Heartland Everyday Account

CBS Canterbury Everyday Ultimate

Account

- CBS Canterbury Optimum Club
Account

+ CBS Canterbury Kids Cash &

Everyday @ Max Account

PWF Current Account

« Southern Cross Current Account
Saver

| to the Master Trust Deed. Coples of these documents are filed on a public ragister

3.0 DETAILS OF DEPOSITS OFFERED
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3»@ DETAILS OF DEPOS'TS OFFERED continued

" Interest Rate  Usually a fixed Interest rate (the rate as set out on your application form, or as
otherwise agreed between you and Heartland), except for Heartland Flexi Rate
Term Deposit and CBS Canterbury Top Rate Term Deposit for which the interest
rate may change throughout the term.

" Payment of Interest Interest is paid to you, ar added to the balance. on the besrs set out oh your

application form, or as otherwise agreed between you and Heartland {usually
monthly, quarterly, Six- monthly, annually or at maturity)

~ Term " Fixed term (the term as set out on your applncatlon form. or as othenmse agreed

: between you and Heartland)

" Withdrawal Restrictions * You do not have arightto wnhdraw your lnvestment before matur:ty, but

Heartland understands that people’s circumstances do change. Heartland will
consider, but is not obliged to accept, written requests for early repayment

in certain circumstances such as (and without limitation) the death of an
investor or unforeseen financial hardship. If Heartland agrees to make an early
repayment the interest rate payable in respect of the Deposit may be reduced
by up to 3% per annum (calculated across the term of the investment). Any tax
that has aiready been paid on interest earned cannot be refunded back to you
and tax must be clalmed from the IRD dlrectly

: Upon Maturity " Prior to the matu rity date, Heartland will send you a notlce to tell you that your

investment is about to mature. You can then elect to:
(a) withdraw your investment by cheque;
{b) withdraw your investment in cash at Heartland branches;

(c) request that Heartland transfer your investment to a bank account
nominated by you; or

(d) reinvest your money with Heartland, gither in the same account orina
different account.

Unless you instruct Heartland otherwise, on maturity your balance will be
automatically reinvested for the same investment term, Alternatively Heartland
may advise you that your matured investment will, in the absence of maturity
instructions, be placed on call at the then “past maturity account rate” detailed
In its then current rate card, which investors can obtain by calling 0800 85 20 20,
or by vns:tmg Heartland S websnte www.heartland co.nz

" Fees " No fees are payabie on Term Accounts, except for mternatmnal transfers. same

day cleared payments and passing on charges incurred on behalf of an investor
and the charge referred to above if the investment is withdrawn before maturity.

Details of applicable fees are available from Heartland on request or can be
fou nd by vnsrtrng Heartland websrte at WWW. heart[and co.hz.

" Minimum Amount of Asat the most recent update to thns Prospectus the minimum lnvestment
investment is $1,000. Heartland may alter minimum investment amounts from time to
time. Details of the current minimum investment amounts are available from
Heartiand on request or can be found by visiting Heartland’s website at
www.heartland.co.nz.

12 30 DETAILS OF DEPOSITS OFFERED
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Floating Rate. Heartland may vary interest rates at any time without notice
{except for PWF Savings Optimiser, for which a specific notice period will apply
before |nterest rate changes take effect)

Interest is paid to you, or added to the account balance ona monthly or

. quarterly basrs (dependlng on your. account type)

On call, although restrictions may apply to mthdrawals from certain Savmgs

. Aceounts (see below)

Wlthdrawals from Heartland savmgs Opttmlser, cBS Canterbury Livmg Style
Savings Account and PWF Savings Optimiser are subject to minimum notice
periods. For withdrawals without the required notice, a fee will be payable of
3% of the tota! funds withdrawn subject to a minimum fee of $30 and maximum
fee of $150

No fees are payable on Savmgs Accounts, except for the charge referred to

above for wtthdrawals W|thout the requnred notnce

As at the most recent update to this Prospectus, there is no minimum
investment amount (apart from a $2,000 minimum investment for investments
in PWF Savings Optimiser). However, Heartland may alter minimum investment
amounts from time to time. Details of the current minimum investment amounts
are available from Heartland on request or can be found by visiting Heartland's

. website at www.heartland.co.nz.

Interest Rate
Payment of Interest

Term

Wxthdrawal Restrlctlons

Fees

Minimum Amount of
Investment

~ Floating Rate. Heartland may vary interest rates at any time without notice.

Interest is paid to you, or added to the account balance, on a monthly or

 quarterly basis (depending on your account type).
: On call.

None

Fees may apply to transactions services and other acthlty on Transact|onal
Accounts, and those fees are subject to change from time to time. Details of
applicable fees are available from Heartland on request or can be found by

_ v:sntlng Heartland ] websnte at wWWw. heartland -€o.nz.

As at the most recent update to this Prospectus there is no minimum
investment amount. However, Heartland may alter minimum investment
amounts from time to time. Details of the current minimum investment amounts
are available from Heartland on request or can be found by visiting Heartland’s
website at www.heartland.co.nz.

3.0 DETAILS OF DEPOSITS OFFERED
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36@ DETA”_S OF DEPOSITS OFFERED continued

" Interest Rate and Accrual | |nterest accrues on balances on a daily basis from the date a valid application
" is received and the application moneys are deposited into a Heartland bank
account.

Heartland's current interest rates and maturity terms are set out in its current
rate card which investors can obtain by calling o800 85 20 20, Visiting a
Heartland branch or by vrslting Heartland websrte WwWW. heartland €0.nZ.

Taxation : Under current New Zealand tax legislatlon. Heartland must deduct resldent
" withholding tax (RWT) from all interest paid or compounded before it is paid or
credited to New Zealand resident investors, and investors who hold deposits
through a fixed establishment in New Zealand.

If an investor holds a current certificate of exemption and has given Heartland a
copy of that certificate, then Heartland wilt not deduct RWT,

Non-resident withholding tax (NRWT) or approved issuer levy (AiL) deductions
will arise in respect of non-resident investors.

Heartland will advise Investors (unless interest paid is less than $50) of the
amount of interest paid or credited and any RWT, NRWT or AlL deducted for the
. year endlng 31 March by 20 May m the same year

Transfers Investments in a MARAC Term Deposit MARAC Call Deposit PWF Term Deposit
or a PWF Savings Optimiser can be sold privately in minimum amounts of $1,000
using the standard form for security transfers, which must be executed and
delivered to Heartland.

No other type of Deposit may be transferred or sold without the prior written
consent of Heartland. Heartland wilt consider, but is not obliged to accept,
. wrrtten requests for transfer

Statements/Certificates . Heartland will provnde to you at the times, and in the manner, agreed between
you and Heartland a certificate detailing your Deposit or a statement detailing
all transactions that have taken place in relation to your Deposit during the
relevant perlod

You can lnvest in a Deposit by visitmg any Heartland branch or by completang the applicatlon form dlstrlbuted wrth
the Investment Statement and returning it, with a cheque for the amount of your investment, to Hearttand, Cheques
should be made payable to Heartland and be crossed "not transferrable”, Heartland will also accept investments by
way of electronic funds transfer or cash presented in person at a branch.

Heartland may refuse all or any part of an application without giving a reason.

14 3.0 DETAILS OF DEPOSITS OFFERED
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4.0 SUMMARY OF THE TRUST DEED

General

TEL has been appointed to act as trustee on behalf of the
holders of Deposits.

The Master Trust Deed (which contains the terms and
conditions that apply to all Heartland Debt Instruments,
as defined in the Master Trust Deed) was entered into
by Heartland and the Trustee on 29 October 2010. The
Supplemental Trust Deed (Accounts) (which contains
terms specific to different types of Deposits) was also
entered into by Heartland and the Trustee on 29 October
2010. Other supplemental trust deeds have also been
entered into by Heartland and the Trustee to specify the
terms applicabte to bonds issued by Hearttand.

MARAC was added as a guarantor under a supplemental
trust deed on 14 December 2010, VPS Properties and VPS
Parnell were added as guarantors under supplemental
trust deeds dated 24 March 2011 and PWF was added
as a guarantor under a supplemental trust deed dated
37 August 2011,

The Master Trust Deed and all supplemental trust deeds
are together referred to as the "Trust Deed”. The Trust
Deed governs the Deposits.

Depositors are not entitled to enforce any of their rights or
remedies under the Trust Deed directly against Heartland
or the Guaranteeing Subsidiaries unless the Trustee fails
to enforce such rights or remedies within a reasonable
period after having become bound to do so in accordance
with the Trust Deed. The Trustee does not guarantee the
payment of principal or interest on the Deposits.

in this summary of the Trust Deed, defined terms have
the meanings given to them in the Trust Deed. If you
require further information you should refer to the Trust
Deed itself, which is available for inspection at the places
referred to under the heading “Places of inspection of
documents” in the Statutory Information section of this
Prospectus.

The Guaranteeing Group under the Trust Deed as at the
date of this Prospectus is made up of Heartland (as issuer
and principal debtor), MARAC, VPS Properties, VPS Parnell
and PWF,

Status of Debt Instruments

The Debt Instruments are and will at all times be
direct, unsecured, unsubordinated and unconrditionat
indebtedness of Heartland and the Guaranteeing
Subsidiaries and will at all times rank equally without
any preference or priority among themselves and at least
equatly with all other present and future Debt Instruments
issued by Heartland (subject to laws affecting creditors’
rights generally and general equitable principles).

Einancial covenants

Heartland has undertaken that it will ensure that, at ali
times:

(a) the Capital Ratio of the Consolidated Group is not
less than 8%;

(b) the Capital Ratio of the Guaranteeing Group is not
less than 8%,;

{c) the Liquid Assets of the Consolidated Group are at
least 15% of the Total Liabilities of the Consolidated
Group;

(d) the Liquid Assets of the Guaranteeing Group are at
least 15% of the Total Liabilities of the Guaranteeing
Group;

(e} the Related Party Exposures of the Consolidated
Group do not exceed 15% of the Cansolidated Group’s
Capital;

(f) the Related Party Exposures of the Guaranteeing
Group do not exceed 15% of the Guaranteeing Group’s
Capital; and

(g) the indebtedness of the Largest Single Borrower
does not exceed an amount equal to 15% of the
Consolidated Group’s Capital or the Guaranteeing
Group’s Capital.

Wegative pledge

Although the Deposits will be unsecured, Heartland and
each Guaranteeing Subsidiary has undertaken that it will
not create or permit any security over any of its assets
other than a Permitted Security.

“Permitted Security” is defined in the Trust Deed
and includes (but is not limited to) netting or set-off
arrangements in the ordinary course of business, liens
arising by operation of law in the ordinary course of
trading, securities arising out of suppliers’ retention of
title provisions where goods are acquired in the ordinary
course of business, and any other security, provided
that the total amount secured by such other securities
may not exceed 5% of the Total Tangible Assets of the
Guaranteeing Group.

Guarantee

While Heartland is the issuer (and so principal debtor)
Heartland’s obligations are supported by its Guaranteeing
Subsidiaries. As at the date of this Prospectus the
Guaranteeing Subsidiaries are MARAC, VPS Properties,
VPS Parnell and PWF.

Each Guaranteeing Subsidiary absolutety, unconditionatly
and irrevocably guarantees to the Trustee the due and
punctual payment by Heartland of the Debt Instrument
Moneys. The guarantees are not secured by a mortgage
or other charge.

Other parties may become guarantors at the discretion
of Heartland. As at the date of this Prospectus, it is not
intended that any other party will be a Guaranteeing
Subsidiary.

4.0 SUMMARY OF THE TRUST DEED
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4.0 SUMMARY OF THE TRUST DEED continued

General uﬁdertakings

For so long as any Debt Instruments are outstanding,
Heartland and the Guaranteeing Subsidiaries may not
(except in limited circumstances) enter into transactions
to sell, lease, transfer or otherwise dispose of any asset
other than in the ordinary course of business or for fair
value on normal commercial terms. Heartland may not
make any distrlbutions other than to a Guaranteeing
Subsidiary while money is due and owing under any Debt
Instrument and is unpaid.

Heartland and the Guaranteeing Subsidiaries have further
undertaken, among other things, that they will comply
with and perform their obligations under all applicable
laws and under each Transaction Document, ensure
that a Register Is maintained, maintain their corporate
existence, not make any substantial change to the general
nature of their core business, notify the Trustee of the
occurrence of an Event of Default, and will provide various
notices to the Trustee.

Duties of the Trustee

The Trustee is appointed to act as trustee in respect of the
Deposits. The principal duties of the Trustea under the
Trust Deed are summarised as follows:

(a) upon the occurrence of an Event of Default the
Trustee may In its discretion, and must immediately
upon being directed to do so by an Extraordinary
Resolution, declare the relevant Debt Instruments
to be immediately due and payable and then
distribute all moneys received in respect of the Debt
Instruments from Heartland in accordance with the
provisions of the Trust Deed;

(b) to receive the regular financial and other reports and
certificates furnished to it by Heartland and the wider
Guaranteeing Group;

(c) to perform functions ralating to the ongoing
administration of the Trust Deed including in relation
to the meetings of Holders, the joining and releasing

" of Guaranteeing Subsidiaries, and the exercise of
discretions or the giving or withholding of consents
(as appropriate) relating to such administration; and

(d) on being satisfied that all Debt Instruments have
heen repaid, at the request of Heartland, to execute
a deed of release of the Trust Deed.

In addition, the Trustee has a statutory duty to exercise
reasonable diligence to:

(a) ascertaln whether or not there has been any breach
of the terms of the Trust Deed or of the terms of
the offer of the Debt Instruments and to do all it is
empowered to do to cause any such breach to be

remedied (except where satisfied that the breach will

not materially prejudice the interests of the Holders);

% 4.0 SUMMARY OF THE TRUST DEED

(b} ascertain whether or not the assets of Heartland and
the Guaranteeing Subsidiaries that are or may be
available, whether by way of security or otherwize,
are sufficient or likely to be sufficient to discharge
the amounts of the Debt Instruments as they become
due; and

(c) discharge its statutory obligations as a trustee to
report and otherwise provide information in relation
to a non bank deposit taker.

The Trustee has the right to be indemnified for all expenses,
losses and liabilities sustained or incurred by it in carrying
out the trusts, powers, authorities or discretions vested.in
the Trustee by the Trust Deed or otherwise for any action
taken, or omitted to be taken in accordance with the
provisions of the Trust Deed, other than a claim arising
out of a wilful default, gross negligence or wilful breach
of trust.

The Trustee Is not required to take any action or exercise
any trusts, powers, authorities or discretions vested in
the Trustee by the Trust Deed or comply with any request
or direction pursuant to the Trust Deed unless it has first
been indemnified to its satisfaction against all expenses,
tosses and liabilities it may sustaln or incur by so doing.

Except to the limited extent provided in the Trust Deed,
the Trustee owes no duties to Wholesale Holders.

Reporting

Heartland has undertaken to supply to the Trustee a
range of regular reports, certificates, accounts and

. other information as to its and the Guaranteeing Group's

financial condition and as to compllance with the Trust
Deed.

This includes a requirement for the Directors of Heartland
to certify to the Yrustee, following the end of each quarter,
stating that to the best of the Directors’ knowledge and
belief no Event of Default has occurred and continues
unremedied and to confirm compliance with the financial
covenants set out in the Trust Deed as at the end of the
period. Annual and semi-annual statements and quarterly
reports will also be provided to the Trustee.

Events of Default and enforcement

Upon the occurrence of an Event of Defabvlt that is
continuing unremedied, the Trustee may in its discretion,
and must immediately if directed to do so by an
Extraordinary Resolution, declare the Debt Instruments to
be immediately due and payable.

The Events of Default Include:

(2) a failure by any member of the Guaranteeing Group
to pay any principal or interest amount within three
business days of its due date for payment, or a failure
to pay any other amount in respect of any Debt
instruments within ten business days of its due date;



{b) a failure by any member of the Guaranteeing Group
to perform or comply with any of its other materiat
undertakings under the Trust Deed and, in the case of
a failure that is capable of remedy, that failure is not
remedied within 30 days of the date that Heartland
first became aware of it, and in any case, such default
has or is likely to have, in the reasonable opinion of
the Trustee, a material adverse effect;

(¢} any representation, warranty or statement made
or deemed to be repeated by a member of the
Guaranteeing Group under the Trust Deed is or was
untrue or incorrect in a material respect and, in
respect of any misrepresentation which is capable
of being remedied, is not remedied within 30 days of
Heartland becoming aware of that misrepresentation;

{d) a member of the Guaranteeing Group ceasing
or threatening to cease to carry on the whole or
substantially all of its business or an application or
order is made (or resolution passed or proposed) for
the dissolution of that member of the Guaranteeing
Group (with some exceptions);

(e) a member of the Guaranteeing Group being unable
or admitting an inability to pay its debts as they fall
due or suspending making payments on any of its
debts, being declared or becoming insolvent or being
deemed under any applicable taw to be unable to pay
its debts when they fall due; or

(f) a receiver, liquidator, provisional liquidator,
administrator or statutory manager being appointed
to a member of the Guaranteeing Group, or a
recommendation is made by any governmental
authority to the Financial Markets Authority
supporting the appointment of a statutory manager.

Heartland has undertaken to notify the Trustee promptly
of the occurrence of any Event of Default.

Meetings

The Trust Deed contains provisions for meetings of
Holders. Each Holder is bound by any resolutions that are
passed, whether or not that Holder voted or was present
at the meeting and whether or not that Holder supparted
the resolution. An Extraordinary Resolution is a resolution
where not tess than 75% of the votes cast are in favour of
the resolution.

Waivers

Hearttand and the Guaranteeing Subsidiaries give certain
covenants and undertakings in the Trust Deed for the benefit
of Holders. However, the Trustee may waive any breach or
prospective breach of those covenants and undertakings
if it is satisfied such waiver would not materially prejudice
the Holders or the Holders approve the waiver by way of
an Extraordinary Resolution (on terms and conditions
approved by the Extraordinary Resolution).
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Amendments to the Trust Deed

The Trust Deed may be amended without the consent
of Holders if the amendment is (among other things) of
a minor, formal, administrative or technical nature, is to
correct a manifest error or is made to comply with any
applicable law and, in any such case, Heartland is of
the opinion that such amendment wifl not be materially
prejudicial to the interests of Holders generally and the
Trustee is of the apinion that such amendment wilt not
be materially prejudicial to the interests of the Holders
generally. Notice will be provided to the Holders within
30 days of the amendment being made.

In addition, the Trust Deed may be amended if the
amendment has been approved by an Extraordinary
Resatution.

Substitution

Heartland may, with the consent of the Trustee but
without the consent of the Holders, substitute any person
incorporated in New Zealand in place of Heartland as the
principal debtor under the Trust Deed in relation to any
one or more series of Debt Instruments. This is subject to
certain conditions being fulfilled, including the new issuer
becoming bound by the Trust Deed, the new issuer being
solvent and the new issuer having a credit rating no {ower
than that assigned to Heartland.

Bank registration™

Heartland intends to apply to become a registered bank
under the Reserve Bank Actand may convert to a company.
Under the Trust Deed, Heartland is entitled to take all steps
that may be necessary to do this and no consent will be
required from the Trustee or the Holders in relation to such
registration or conversion provided that no such step may
be taken without the prior written consent of the Trustee if
such step, in the reasonable opinion of Heartland and the
Trustee, would be materially prejudicial to the interest of
the Holders. The Trustee is authorised to give any consents
or waivers or to enter into any document or agreement
that the Trustee considers necessary or desirable to
enable Heartland to become a registered bank or convert
to a company. Immediately upon Heartland becoming a
registered bank, the Trust Deed will be released and the
terms of each Debt Instrument will be converted into
direct, unsecured, unsubordinated and unconditional
indebtedness of Heartland on the terms set out in the
deed poll annexed to the Trust Deed, or, in each case, such
other terms as Heartland and the Trustee may agree.

The terms of the deed poll are similar to the terms of the
Trust Deed but excluding a number of representations,
warranties, covenants and events of default. There are
no financial covenants in the deed poll and no person wilt
guarantee the Debt Instruments. In addition, a breach of
a representation or warranty witl not constitute an event
of default.

15 Neither Heartland nor any member of the Heartland Group is a registered bank, and Heartland will not be a registered bank until it is registered as such under the Reserve
Bank Act. As part of any application for bank reglstration Heartland may convertinto a company.

4.0 SUMMARY OF THE TRUST DEED



Prospectus No.3
ddegtonety

TRUSTEE'S STATEMENT

Lavel 5, 10 Customhouse Cuay, PO Box 3222, DX SPIINY,

Tru St e e S EX e CUt OI’S . Wellington. New Zealard. Phone {04) 1950929, Fax {04) 455-2052

27 September 2011

The Direclors
Heartland Building Society
75 Riccarton Road

| HURCH 8011

Dear Sirs

fte: Prospectus No. 3

Clause 14(3) of tha Schedule 2 fo the Securities Regulations 2009 requires us to confirm that the offer of
sacurities ("the Deposits™) set oul in this Prospectus complies with any relevant provisions of the Trust Deed.
These provisions are those which:

{ Enlitle Heartland Building Sociely to constitute and issue under or with the benefit of the Trust Deed
(as the case may be) the Deposits offered in the Prospecius; ,

(i)  impose restrictions on the right of Hearliand Bullding Society to offer the Deposits;
and are described in the summary of the Trust Deed In the Prospectus.

The Auditors have reported on the financia! information set out in the Prospectus and our statement does not
refer to that information or to any other material in the Prospeclus which does nol relate lo the Trust Deed.

We confirm that the offer of the Deposils set out in the Prospectus complies with any relevant provisions of
the Trust Deed. We have given the above confirmation on (he basis:

{2) sat oul above; and

(b} that, subject to the duties imposed on the Trustee by Schedule 16 of the Securilies Regulations 2009
and otherwise under the Trust Deed, the Trustee relies on the information supplied 1o it by Heartland
Building Sociely pursuant to the Trust Deed and does not carry out an independent check of that

information.

Trustees Executars Limiled does nol guarantee the repayment of the Deposits or the payment of interest
thereon.

Signed for and on behalf of
Trustees Executors Limited

Lulzd Morsn
Manager

Corporate Trust
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5.0 WHAT ARE MY RISKS?

The principal risk to Depositors is that they do not recover
their investment in full (or at all), and/or do not receive
the full amount of (or any) return on that investment.

Ultimately, Depositors are taking a risk on the ability of the
Heartland Group to meet its payment obligations under
the Deposits. The ability of the Heartland Group to meet
its payment obligations will be dependent on the financial
performance and condition of the Heartland Group. The
financial performance and condition of the Heartland
Group may be affected by a number of factors.

Set out in this section is a brief description of the principal
factors which may affect the financial performance or
condition of the Heartland Group. This is not an exhaustive
description of risk factors. There may be additional risk
factors that the Heartland Group is currently unaware of,
or that the Heartland Group currently deems immaterial
(but which may subsequently become key risk factors).
You should consider the risk factors described below in
conjunction with other information in this Prospectus and
the Investment Statement.

The risk factors described below necessarily include
forward-looking statements. Actual events may be
materially different to those described below and may
therefore affect the Heartland Group in a different way.

General risks related to the New Zealand
financial services sector

Macre-economic conditions

The financial performance and condition of participants
in the New Zealand financial services sector (such as the
Heartland Group) may be affected by overall economic
conditions in New Zealand, which may in turn be affected
by economic conditions in the world in general. A
deterioration in economic conditions in New Zealand
may, for example, result in reduced demand for credit or
other services provided by the Heartland Group, adversely
affect the ability of borrowers from the Hearttand Group
to repay loans ar make it more difficult for the Heartland
Group to realise assets held as security.

Other macro-events

The financial performance and condition of participants
in the New Zealand financial services sector (such as the
Heartland Group) may be affected by other events in New
Zealand {or elsewhere in the world) which result in non-
functioning financial markets, or decreased investor or
borrower confidence. These other events could Include
natural disasters, wars, acts of terrorism, or the faiture of
a financial market or a finance market participant. Such
events may, for example, make it difficult for the Heartland
Group to source funding, or adversely affect the Hearttand
Group’s interest margins or overall cost of funds.

Confidence in the financlal services sector

Asa result ofthe “Global Financial Crisis”, the New Zealand
financial services sector has been adversely affected by
a number of NBDT (predominantly finance companies)

failuras. Further failures could occur, which could impact
the confidence of investors. This may, for example, make
it more difficult for the Heartland Group to source funding,
or adversely affect the Heartland Group's interest margins
or overall cost of funds,

Regulation

The financial performance and condition of participants
in the New Zealand financial services sector (such as
the Heartland Group) may be affected by policies and
decisions of the Government and other regutatory bodies
in New Zealand. These policies and decisions (which may
be reflected in changes to existing law or regulation, or
the introduction of new law or regulation) may make it
more difficult for participants in the New Zealand financial
services sector (such as the Heartland Group) to source
retail funding, may impact the demand for credit or ather
financial services, may impact the performance and debt
servicing abilities of borrowers or may result in increased
costs being incurred by participants in the New Zealand
financial services sector.

Specific risks related to the Heartland Group

Liquidity risk

Liquidity risk is the risk that the Heartland Group may
be unable to raise funds at short notice to meet its
commitments. Ligquidity risk will arise where:

+  there is a mismatch in the maturity profile of the
Heartland Group's financial assets and tiabilities; and

the resulting funding gap cannot be satisfied from the
Heartland Group’s liquid assets (which may inctude
back-up liquidity available under committed bank
facilities or securitisation facilities).

The Heartland Group manages this mismatch by regularly
forecasting its future cash flows. The forecasts take
into account the assessed maturity profile of its assets
and liabilities, and are used to identify the scale of any
projected funding gaps that may need to be filled. The
assessed maturity profile of its assets and liabilities is
based on then current market conditions, and on past
experience. The assessment will include assumptions as
to (among other things) movement in call deposits, retail
reinvestment rates, new retall investment inflows, and
net lending growth. The validity of these assumptions is
tested, and subject to hindsight review on a regular basis.
The Heartland Group manages projected funding gaps by
adjusting retail investment offerings and lending activity
to minimise any mismatch.

Liquidity risk may be increased if Heartland incorrectly
forecasts its future cash flows and accordingly the scale of
any funding gaps. This may arise because:

«  there is an unanticipated reduction in call deposit
balances held by Heartland (discussed below under
“Rate of retail investment inflows™);

5.0 WHAT ARE MY RISKS?
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retail reinvestment rates or new retail investment
inflows are lower than assumed by Heartland
(discussed below under “Rate of retall investment
inflows™); .

< there is an unanticipated delay or failure on the part
of borrowers from the Heartland Group to make
interest or principal payments on time (discussed
below under “Credit risk and realisation risk™); or

+ there is an unanticipated demand for credit
from borrowers, which the Heartland Group Is
contractually obliged to fund.

The Heartland Group is contractually obliged (under
its Trust Deed) to hold a minimum ratio. of liquid assets
to liabilities (in order to enhance the Heartland Group's
ability to bridge any funding gaps which may arise). Liguid
assets may include back-up liquidity available under
committed bank facilities or securitisation facilities. If
there is any material change In the availability of this
back-up liquidity, then the ability of the Heartland Group
to bridge any funding gaps may be significantly decreased
(and accordingly the liquidity risk of the Heartland Group
may be significantly increased). The availability of back-
up liguidity may be affected (for example) by:

existing committed bank facilities expiring in
accordance with thelr terms, and not being replaced
with sufficient alternative liquid assets;

existing committed bank facilities ceasing to be
available or being terminated as a result of any
failure to comply with relevant terms and conditions,
or an event of default. For example, Heartland has a
number of financlal covenants under its committed
bank facilities that it is required to comply with
(although these may be waived or varied without
notice to or consent of investors);

an existing securitisation programme ceasing to be
available as a resuit of the committed debt facilities
provided to that programme expiring in accordance
with their terms, and not being replaced; or

an existing securitisation programme ceasing to
be available or being terminated as a result of any
failure to comply with relevant terms and conditions.
For example, the retevant pool of receivables may fail
to meet agreed performance parameters. Heartland
may choose to purchase non-performing loans
out of a pool of receivables, to avoid the relevant
securitisation programme ceasing to be available.
This would be adverse to the overall quality of assets
which are available to repay Depositors.

Further detail on Heartland’s bank facilities and
securitisation programmes is on pages 7 to 8 of this
Prospectus.

Rate of retail investment inflows

Heartland relies on its retall deposit.base (including cail
deposit balances, and reinvestment or new investment in

n

retail term deposits) as its primary source of balance sheet
funding. In the context of retail term deposits, Heartland
relies an substantial levels of reinvestment, the actual and
targeted tevels of which will vary from time to time.

Call deposit balances, retall reinvestment rates or new
retail Investment Inflows may be lower than assumed by
Hearttand in forecasting its future cash flows from time
to time. As noted above, this could increase the liquidity
risk of the Heartland Group. Whether it has that effect will
depend on the extent of the reduction and the availability
{or otherwise) of alternative funding. In addition this
could also adversely affect the financial performance and
condition of the Heartland Group (as the Heartland Group
may, for example, offei higher rates to attract investment
or may adjust its lending activity). )

Call deposit balances, reinvestment rates and new
investment inflows are at times affected by the level of
investor confidence in the New Zealand financial services
sector generally. in addition there are a number of other
matters relevant to the level of investor confidence in the
Heartland Group specifically. These include:

+  the expiry of the Crown retall deposit guarantee
scheme;

«  the credit rating of Heartland; and

Heartland ultimately achieving its key objective of
bank registration.

The expiry of the Crown retail deposit guarantee
scheme

Heartland had a guarantee under the Crown retail deposit
guarantee scheme which expired on 31 December 2011, In
the context of the existing investar base, the absence of
this guarantee could adversely affect call deposit batances
or retail funding reinvestment rates, and so increase the
liquidity risk of the Heartland Group.

The credit rating of Heartland

Heartland has a credit rating of BBB- (Outlook Stable)
from S&P which is considered an investment grade rating
by market participants. Heartland’s credit rating is in the
lowest tier of the investment grade category™.

Ratings may be changed, withdrawn or suspended by S&p
at any time. Any reduction, withdrawal or suspension
In Heartland’s credit rating could adversely affect the
Heartland Group’s ability to source cost effective funding
and (in addition to adversely affecting the financial
performance and condition of the Heartland Group)
increase the liguidity risk of the Heartland Group, as
described above. Any such reduction, withdrawal
or suspension could also adversely affect the bank
registration process described below,

As credit ratings or outlooks may change from time to
time, for the most up to date Heartland credit rating
information refer to www.heartland.co.nz.

16 For an explamationofthe Standard & Poor's credit rating oy pleage see Sch
fagsfenfus under the Section "What do the latter ratings mean?”,
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Bank registration?

A key objective of the Heartland Group is ultimately to
create a New Zealand operated, controlled and managed
banking group, with a parent company listed on the NZSX.
Heartland has engaged with the Reserve Bank regarding
its application for bank registration. The making of any
formal application is subject to Heartland being satisfied
that it has met all requirements of the Reserve Bank. The
process through to formal application is of indeterminate
tength. The Reserve Bank Act prescribes what factors the
Reserve Bank must take into account when determining an
application. These factors comprise a range of qualitative
and quantitative factors and inctude the ability of an
applicant to carry on its business in a prudent manner and
in particular include:

- capital in relation to size and nature of the business;
loan concentration and risk exposures;
liquidity;
separation of the business from other interests of the
owner;

»  internal controls and accounting systems;
risk management systems and policies; and
outsourcing arrangements.

These factors are not exhaustive.

There is no certainty that Heartland will be able to meet
all relevant criteria (which may change in the future) and
become aregistered bank. Inthe event Heartland is unable
to obtain bank registration, or there is a significant delay
in abtaining such registration, the profitability or liquidity
of the Heartland Group may be adversely affected™®,

Credit risk and realisation risk

Borrowers from the Heartland Group may fail to make
interest or principal payments on time, or may fail to pay
at all.

As noted above, any such delay or failure on the part of
borrowers in making payments could increase the liquidity
risk of the Hearttand Group. Whether it has that effect will
depend on the extent of these defaults.

In addition, any such delay or failure would result in the
Heartland Group suffering financial loss if the Heartland
Group was ultimately unable to recover the full amount
owed {and so would adversely affect the financial
performance and condition of the Heartland Group). This
failure to recover in full may occur because the fullamount
owed cannot be recovered from assets held as security
(because of lack of demand for those assets, for example).
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in terms of property lending, the Heartland Group does
lend to borrowers based on mortgage security over
residential, commercial and rural real estate and (in
addition) has a number of non-core legacy property
development loans which it is seeking to exit through
realisation of the real estate held as security for those
loans®. The Heartland Group has the benefit of the RECL
Management Agreement®® to compensate it for loss on
certain of these non-core legacy property loans to a limit
of $30 million, As at 31 December 20m, the net book
value of loans remaining subject to the RECL Management
Agreement was approximately s$i150 million. To the
extent that the aggregate value of claims made by the
Heartland Group under the RECL Management Agreement
(plus interest to the due date for payment) reaches the
$30 million limit, the Heartland Group will not be able
to make any further claims under the RECL Management
Agreement. As at 31 December 201, $18.1 million of claims
had been made by the Heartland Group under the RECL
Management Agreement (of which 31.5 million of claims
was paid) and there is a reasonable expectation that the
Heartland Group will fully utilise the 30 million limit.

Current ecanomic conditions make it difficult to recover
the full amount owed in respect of certain property
lending, because of a reduced demand for the relevant
real estate assets atthe present time. While the Heartland
Group does have the benefit of the RECL Management
Agreement to compensate it for loss up to the stated limit
on certain of that property lending, there is a risk that the
full amount due from RECL under the RECL Management
Agreement may not be recovered.

Where borrower default occurs and the Heartland Group
determines it will be unable to recover the fufl amount
owed from assets held as security, impairment provisions
may be required to be made by the Heartland Group®.

As at 31 December 2011;

«  The balance of provisions held on the Heartland
Group’s balance sheet for impairments was
approximately 1.4% of the Heartland Group's gross
finance receivables. If securitised receivables are
exctuded from the Heartland Group's gross finance
receivables, the ratio becomes approximately 1.6%;

- The aggregate of net non-performing loans taken
together with investment property (being property
taken onto the balance sheet on enforcement of
security) represented approximately 6.8% of the
Heartland Group’s net finance receivables plus
investment property. If net securitised receivables
are excluded from the Heartland Group’s net finance
receivables, the ratio becomes approximately 7.9%.
Net non-performing loans include specifically
impaired, past due over 90 days, and restructured
assets less provision for impairment.

17 Neither Heartland nor any member of the Heartland Group is a registered bank, and Keartland will not be a registered bank untdl it is registered as such under the Reserve

Bank Act. As part of any application fer bank regi:

d may cenvart inte a company.

18 If Heartland does obtain bank registration, the Trust Deed will be discharged and Heartland will be subject to supervision by the Reserve Bank. The Deposits will then be
governed by the terms set out in the deed pall annexed to the Trust Deed. Further detail on this is set out in the Summary of the Trust Deedt section of this Prospecius.

19 Further information on the proportion which these loans rep of the net of the } land Group (a5 at 31 December 201) is included inthe first graph on page 7.
20 Further information on the RECL K Agreement is ined in the ™ contracts” sectlon of this Prospectus an paga 45.
21 Fusther inf on an impai provisions ts Included in note 29 to Heartland’s audited financial statements for the six months ending on 31 December 2011,
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5.0 WHAT ARE MY RISKS? continued

For fuller information refer to note 29 to Heartland's
audited financial statements for the 6 months ending on
31 December 2011,

Concentration risk

Concentrations of credit risk exist if there is a large
exposure - to a single counterparty, a number of
counterparties are in a similar geographic location or a
number of counterparties are engaged in similar activities
and have similar economic characteristics that would
cause their ability to meet contractual obligations to
be similarly affected by changes in economic or other
conditions.

As all of Heartland's tending is in relation to New Zealand
based assets, the Heartland Group Is exposed to economic
conditions within New Zealand.

While the Heartland Group does tend to a variety of
borrowers in different geographic and industry sectors in
New Zealand, each sector has particular risks asseciated
with it. The rural sector is subject to environmental
changes (for example, drought and disease), and all
industry sectors are subject to economic changes
(for example, price movements) or political changes
(for example, New Zealand Government and foreign
government actions affecting factors such as tariffs),
which could disrupt the business and competitiveness of
borrowers from the Heartland Group, or otherwise affect
the ability of borrowers to make payments, .

Currency risk

While Heartland has no direct exposure to currency risk,
fluctuations In the value of the New Zealand dollar relative
to other currencies may impact on export sales and
returns on those sales to the rural and business sectors
In particutar. In turn this may affect the ability of the
borrowers from the Heartland Group to repay loans.

Interest rate risk

The Heartland Group holds interest earning assets (funds
{ent) and Interest bearing liabilities (funds borrowed)
which will mature or re-price in different periods. Since
market interest rates fluctuate, this may impact on the
Heartland Group's financlal performance by affecting the
interest margin between these interest earning assets and
interest bearing liabilities.

fnvestment property

The Heartland Group may enforce securlty over property

loans and hold the underlying security as investment
property. The carrying value of Investment property will
be based on fair value as determined by independent
valuers or similar evidence (adjusted where necessary to
take into account market movements since the date of
valuation). If property values decline, this may have an
adverse effect on the financial performance and condltlon
of the Heartland Group.
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NBDT regulations
Heartland as an NBDT Is required to comply with a set

-of prudential requirements as prescribed in Part 5D of

the Reserve Bank Act, and relevant regulations. ' The
prudential requirements are broadly categarised into the
following six areas:

credit rating;
risk management;
capital;

»  related party exposures;
liquidity; and

- governance.

Any material failure to comply with these requirements
could result in damage to the reputation of the Heartland
Group, and expose the Heartland Group to financial or
other penalties.

Any change to existing law or regulation, or the
introduction of new law or regulation, could result in
additional requirements being imposed on the Heartland
Group and result in increased costs being incurred by the
Heartland Group. As at the most recent update to this
Prospectus, there is an N8DT Bill in select committee
which, if enacted, will require licensing, approval of
directors and restrictions on changes in ownership for
NBDTs.

Competition in the financial services sector

The financlal performance and condition of the Heartland
Group may be affected by competition from both
incumbent financial services sector participants (including
banks, savings institutions and finance companles) and
new entrants to the market. The Heartland Group may
not be able to retain existing investors or borrowers,
or attract new investors or borrowers, If it is unable to
maintain the competitiveness of its products and services
as compared to those offered by other financial services
sector participants.

Failure to implement strategy

If the Heartland Group's strategy is not achieved as
anticipated, or is significantly delayed, the financial
performance of the Heartland Group could be adversely
affected.

As part of the Heartland Group’s strategic initiatives, the
Heartland Group may seek to grow its existing business
organically or through acquisitions of new businesses
or assets that fit with Its lending criteria. This strategy
involves a number of nsks. including:

failure to identify material risks or Lliabilities
associated with the acquired business or assets prior
to acquisition;



+  theHeartland Group failing to achieve the anticipated
benefits of acquired businesses or assets due to
unexpected difficutties in successfully integrating
the operations of acquired businesses or assets with
existing operations;

the acquired businesses or assets proving not to be as
profitable as expected, or resulting in the Heartland
Group incurring unforeseen liabilities; and

Heartland not being able to raise the additional
capital required in order to increase its asset base.

Operational risks

if operational risks are not identified and properly
managed, the Heartland Group may be exposed to
financial loss and damage to its reputation. These risks
include:

- potential failure of business continuity and disaster
recovery processes, and data integrity risk;

«  abreakdown in internal control systems or aperating
procedures;

+  the passibility of key personnel leaving the businesses
and the potential short-term disruption caused by
seeking appropriate replacements;

the risk that the Heartland Group or any of its
businesses and customers is the victim of fraud;

the possibility of a dispute that results in court
or arbitration proceedings that could adversely
affect the Heartland Group’s financial position and
reputation;

+  the possibility of a competitor introducing new
technology, products or services into the market
or of a competitor following an aggressive pricing
strategy, thereby undermining the competitiveness
or profitability of any of the Heartland Group's
products or services; and

- a natural disaster disrupting the ability of the
Heartland Group to operate its business.

Information technology risks

information technology plays a critical role in the
Heartland Group’s business, with the delivery of financial
services to customers dependent on the availability and
reliability of its information technology systems. The
Heartland Group’s ability to compete effectively in the
future will, in part, be driven by its ability to maintain
an appropriate information technology platform for the
efficient delivery of the Heartland Group’s products and
services. The Heartland Group’s business operations are
tikely to be significantly affected should its information
technology systems fail or not operate in an efficient
manner,
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Consequences of insolvency

Depositors will not be liable to pay any money to any
person as a result of the insalvency of Heartland or any
Guaranteeing Subsidiary.

In the event of Heartland or any Guaranteeing Subsidiary
becoming insolvent, certain claims or payments must be
met before investments can be repaid to the Depositors.
These include payments to secured creditors and certain
claims set out in legislation including taxes, certain
payments to employees and any liquidator’s costs.

After the payment of these preferred creditors, the
Deposits will rank equatly in all respects with all existing
and future debt securities issued by Heartland pursuant
to the Trust Deed, as well as Heartland’s bank funding
and all other unsecured and unsubordinated obligations
of Heartland, and without priority or preference amongst
themselves.
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6.0 FINANCIAL INFORMATION

This section contains financial information required by clauses & and 9 of Schedule 2 to the Securities Regulations.

Audited Financial Statements

This section contains summary historical financial information of the Heartland Group for the last five financial years.
This historical financial information has been prepared from the 30 June 201 audited financial statements of Hearttand
and PWF, the 30 June 2010 audited financial statements of MARAC and Southern Crass, the audited financial statements
of CBS Canterbury at 37 March 2010 and the unaudited financial statements of CBS Canterbury for the three months
ending 30 June 2010.

KPMG’s report in relation to the financial statements of MARAC for the year ended 30 June 2009 made reference to those
financial statements being prepared assuming the successful conclusion of matters relating to MARAC’s bank financing
arrangements. These matters were successfully concluded subsequent to the completion of KPMG’s 2009 audit, and this
was noted In their December 2009 report for inclusion in MARAC’s prospectus. With the exception of this explanatory
paragraph, none of the audit reports for the audited financial statements on which these historical summaries are
based contain qualified opinlons or any explanatory paragraphs highlighting matters regarded as relevant to a proper
understanding of the basis of the opinions given.

The full financial statements for each entity wete prepared in accordance with NZ GAAP, Each of Heartland, PWF, MARAC,
Southern Cross and CBS Canterbury Is a profit-oriented entity and has made an explicit and unreserved statement of
compliance with IFRS in its full financial statements.

The summary financial statements have been prepared in accordance with FRS43 (“Summary Financial Statements”).
However, these cannot be expected to provide as complete an understanding as provided by the full financial statements
of each entity.

Coples of the full latest financlal statements for Heartland, PWF, MARAC, Southern Cross, and CBS Canterbury may be
obtained from the Heartland registered office or by downloading these from www.heartland.co.nz. Copies of the full
annual financial statements for each entity may also be downloaded from the public register for companies or building
socleties maintained by the Companies Office at www.business.govt.nz/companies.
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Heartland: Summary Financial Statements

PREVIOUS
NZ IFRS NZ GAAP
Statements of Comprehensive Income
Audited Audited Audited Audited Audited Audited
12 months to 12 months to 12 months to 12 months to 12 months to 12 months
30 June 30 June 30 June 30 June 30 June to 30 June
2011 2010 2009 2008 2007 2007
Consolidated $000 $000 $000 $000 $000 $000
Interest income 161,297 148,337 168,933 173,438 134,849 121,226
Interest expense 99,705 89,271 109,318 108,637 80,371 81,052
Net interest Income 651,592 59,066 59,615 64,801 54,478 40,167
Other net income 8,988 10,015 6,004 5,389 5,504 18,961
Total operating income before other
gains 70,580 69,081 65,619 70,190 59,982 59,128
Employee benefits 22,049 13,049 13,377 14,411 12,454 12,080
Other operating expenses 22,777 11,976 11,671 11,404 9,697 9,477
Profit before impairment and tax 25,754 44,056 40,571 44,375 37,831 37,571
Impairment 13,258 23,765 13,318 5,726 9585 356
Net profit before tax 12,456 20,291 27,253 38,649 36,876 37,215
TaX expense 4,712 5,992 8,199 12,785 12,199 12,311
Net profit after tax 7,744 14,299 19,054 25,864 24,677 24,904
Statements of Comprehensive Income
Net profit after tax attributable to:
owners of the society 7,744 14,299 19,054 25,864 24,677 24,904
Other comprehensive income/(loss)
for the pariod, net of tax
Net change In available-for-sale reserve,
net of tax 111 - - - - -
et change in defined benefit plan reserve,
net of tax 14 - - - - -
Effective portion of changes In fair value of
cash flow hedges, net of tax 596 4,208 {4,427) (1,765) - -
Total comprehensive income for the
period, net of tax 8,465 18,507 14,627 24,099 24,677 24,904
Total comprehensive income
attributable to: owners of the society 8,465 18,507 14,627 24,099 24,677 24,904
Statements Of Changes in Equity
Opening balance 206,468 152,961 139,989 120,850 107,463 114,790
Total comprehensive income for the perlod
attributable to: owners of the society 8,465 18,507 14,627 24,099 24,677 24,904
Contributions from owners 79,774 35,000 11,345 - - -
Distributions to owners (866) - (13,000) {5,000} (11,250} {11,250)
Ciosing Balance 293,841 206,468 152,961 139,989 120,890 124,444
Components of equity:
Share capital 134,774 55,000 20,000 20,000 20,000 20,000
Capital reserve - - - - - 14
Retalned earnings 160,330 153,452 139,153 121,754 100,890 104,430
Avallable for sale reserve 11t - - - - -
Defined benefit reserve 14 - - - - -
Falr value through other comprehenslve
Jncome reserve {1,388) 1,984 6,192 1,765 - -
Total Equity 293,841 206,468 152,961 139,969 120,890 124,444

From a ltegal perspective MARAC is a subsidiary of
Heartland, however, under New Zealand equivalents to
International Financial Reporting Standards {NZ IFRS)
MARAC is treated as the acquirer of CBS Canterbury and
Southern Cross, The effect of this is that the comparative
consolidated financial statements for the years ending
30 June 2019, 2009, 2008 and 2007 represent a
continuation of the MARAC Group only, given Heartland
was not foermed until 5 January 2013.

Heartland’s consolidated Statements of Comprehensive
Income and consolidated Statements of Cash Flows reflect
the operations of the MARAC Group from 1 July 2010 to
5 January 2071 and the Heartland Group from 6 January
to 30 June 20m, whilst the consolidated Statement of
Financial Position as at 30 June 2011 reflects that of the
Heartland Group.
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Heartland: Summary Financial Statements

PREVIOUS
N2 IFRS NZ GAAP
‘Siatements of Financial Posith
Audited Audited Audited Audited Audited Auditad
Asat As at As at As at As at As at
30 June 30 June a0 June 30 June 30 June 30 June
2011 2014 2009 2008 2007 2007
Consolidated $060 $£000 $000 $000 $000 $000
Assets
Cash and cash equivalents 267,034 88,406 62,462 8,655 . -
Investments 17,831 - - - - -
Investment Propertles 34,499 - - - - -
Finance recelvables 1,497,618 941,328 1,136,646 1,011,954 1,197,815 1,204,210
Finance recelvables - securitised 209,693 160,853 157,941 291,532 - -
Operating lease vehicles 32,727 42,895 36,209 29,719 36,834 36,675
Intanglble assets 21,602 901 - - - -
Other assets 34,481 82,173 19,537 10,404 7,261 5,129
Total Assets 2,115,485 1,294@56 ) 1,41‘2:,795 1,352,264 1,241,910 15246!014
Liabliitles
Bank overdraft - - - - %10 9210
Deposits and interest accruals 1,593,247 834,381 1,066,231 901,091 1,088,450 1,089,200
Borrowings - Securitlsed 194,277 145,298 150,728 283,042 - -
Other liabllites 34,120 - 104,409 42,875 28,142 31,660 31,460
Total Llabilities 1,821,644 LﬁﬂgﬁﬂS 1,255‘834 1,212,275 1 121,050 1,151,570
et Assets 293,841 205,455 152,961 139,989 120,590 124,444
Equity
Share capital 134,774 55,000 20,000 20,000 20,000 20,000
Reserves 159,067 151,468 132,861 119,989 100,8 104,444
Total Equf 293,841 206,268 152,961 139@59 120,890 124,444
Statements Of Cash Flows
Audited Audited Audited Audited Audited Audited
12 months to 12 months to 12 manths to 12 months to 12 months to 12 months
30 June 30 June 30 June 30 June 30 June to 30 June
2011 2010 20089 2008 2007 2007
Consolidated $000 5000 $000 $000 $000 $000
Net cash flows from/{used In) operating
actlvities 2,820 99,664 5,915 5,115 29,374 38,066
Net cash flows from/(used In) Investing
activities 20,502 124,213 73,764 (77,612) {168,415) (177,107)
Net cash flows from/(used In) financing
actlvities {49,820) {15%,933) (23,036) £2,062 144,427 144,427
Net increase/(decreasa) in cash held {26,498) 23,934 56,643 9,565 5,386 5,386
Add opening cash brought forward:
Cash on hand and at bank 86,406 62,462 8,655 (910) (6,296) (6,296)
Acquired on amalagmation 207,126 - (2,836) - - -
Closing cash carried forwarvd 267,034 86,406 62,462 8,655 (910) (910)
Comprising:
Cash on hand and at bank/ bank
overdraft 267,034 86,406 52,462 8,655 {910) {910)
Date of Authorisation of Financial Statements
Authorised for issue by the Board 19-Aug-2011_26-Aug-2010  28-AUQ-2009 _ 26-AUg-2008  24-Aug-2007 _ 24-Aug-2007

From a legal perspective MARAC is a subsidiary of
Heartiand, however, under New Zealand equivalents to
International Financial Reporting Standards {NZ IFRS)
MARAC is treated as the acquirer of CBS Canterbury and
Southern Cross. The effect of this is that the comparative
consolidated financial statements for the years ending
30 June 2010, 2009, 2008 and 2007 represent a
continuation of the MARAC Group only, given Heartland
was not formed until 5 January 2011,
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Heartland’s consolidated Statements of Comprehensive
Inceme and consolidated Statements of Cash Flows reflect
the operations of the MARAC Group from 1 July 2010 to
§ January 20m and the Heartland Group from 6 January
to 30 June 20m, whilst the consolidated Statement of
Financlal Position as at 30 June 2011 reflects that of the
Heartland Group.



Meartland: Notes to Summary Financial
Statements

Heartland is a profit-oriented entity, which for accounting
purposes consolidates the MARAC Group. The “MARAC
Group” is a profit-oriented entity, which consists of
MARAC, Heartland (formerty MARAC) ABCP Trust 1 (7rust),
MARAC Retirement Bonds Superannuation Fund (Fund)
and Hearttand (formerly MARAC} PIE Fund (P/E). The Fund
was wound up with effect from 31 October 2010.

Heartland consolidates two securitisation trusts -
Heartland (formerly MARAC) ABCP Trust 1 (as above) and
CBS Warehouse A Trust (Trusts). The assets securitised
into the Trusts continue to be recognised in Heartland’s
financiat statements, however those assets are set aside
for the benefit of the investors in the Trusts and do not
form part of Heartland’s assets which are available to
repay holders of Heartland debt securities.

The summary financial statements of Heartland have been
prepared on the foltowing basis:

The values presented in the summary financial
statements for the financial year ending 30 June 201
were extracted from the full financial statements of
Heartland Building Society. The values presented in
the summary financial statements for the financial
years ending 30 June 2010, 2009, 2008 and 2007
were extracted from the full financial statements of
the MARAC Group.

The full financial statements for the financial years
ending 30 June 20m, 2010, 2009, 2008 and 2007
have been prepared in accordance with NZ GAAP
and comply with New Zealand Equivalents to
international Financial Reporting Standards (NZ
IFRS) as appropriate for profit-oriented entities.
The full financiat statements for the financial years
ending 30 June 20, 2010, 2009, 2008 and 2007
inctuded an expliclt and unreserved statement of
compliance with IFRS. The full financial statements
for the financial year ended 30 June 2007 have been
prepared in accordance with NZ GAAP and comply
with New Zealand Financial Reporting Standards (N2
FRS) applicable prior to the implementation of NZ
IFRS (previous NZ GAAP).

Meartland Building Society full financial statements
for the financial year ending 30 June 20m, and the
MARAC Group full financial statemenis for the
financial years ending 30 June 2010, 20069, 2008 and
2007 presented in the summary financial statements
as the Heartland Building Society comparatives
have been audited. KPMG's report in relation to the
financial statements of the MARAC Group for the
year ended 30 June 2009 made reference to those
financial statements being prepared assuming
the successful conclusion of matters relating to
MARAC's bank financing arrangements. These
matters were successfully concluded subsequent to
the completion of KPMG's 2009 audit, and this was
noted in their December 2009 report for inclusion
in MARAC's prospectus. With the exception of this
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explanatory paragraph, none of these audit reports
contain qualified opinions or any explanatory
paragraphs highlighting matters regarded as
relevant to proper understanding of the basis of
the opinions given, These financial statements may
be obtained from the Heartland registered office,
or downloaded from the public register for building
societies maintained by the Companies Office at
www.business.govt.nz/companies.

The accounting policies that have been applied in
preparing Heartland Building Society’s full financial
statements for the year ended 30 June 2011 are
consistent with the accounting policies applied in the
MARAC Group fult financiat statements for the year
ended 30 June 2070.

The cash impact of the movement in finance
receivables and opetating lease assets are reflected
as operating cash flows, from 30 June 2010 and
30 Jupe 2009, respectively. The impact of these
adjustments on historical periods, previously
recorded as investing cash flows, can be calculated
from the audited financial statements from which
those summary financial statements are extracted.

- The summary financial statements cannot be
expected to provide a complete understanding as
provided by the full financial statements from which
they are extracted.

The summary financial statements comply with the
Financial Reporting Standard 43 (FRS 43) “Summary
Financial Statements” as required by the Securities
Regulations.

The summary financial statements reflect the
current presentation requirements of FRS 43
“Summary Financial Statements” (as amended by the
consequential amendrments of NZ 1AS 1 Presentation
of Financial Statements (revised 2007)) for all periods
presented, including the presentation of other
comprehensive income and total comprehensive
income.

The summary financial statements are presented in
New Zealand dollars which is the functional currency
of Heartland. Unless otherwise indicated, amounts
are rounded to the nearest thousand,

The summary financial statements were authorised for
issue by the Directors of Heartland on 19 August 2011.
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PWF: Summary Financial Statements

; PREVIOUS
NZ IFRS NZ GAAP
Statemunts of Comprehensive Income
~_ Audited Audited Audited Audited Andited Audited
12 months to 12 months to 12 months to 12 months to 12 monthsto 12 months
3B June 30 June 30 June 30 June 30 June to 30 June
2011 2010 2009 2008 2007 2007
$000 $000 $000 $000 $000 $000
Interest income 54,183 58,730 56,685 43,678 37,877 37,779
Interest expense 32,609 30,357 37,758 34,322 25,064 24,755
“Net interest income 81,574 28,373 18,937 15,356 :,z"‘i“,a 3 13024 ¥
I net income 46 02! 916 338 - 98
Total aperating Income bBefore other -
ains 22,520 26,298 19,843 15,694 -12,813 13,122
mployee benefits 3,703 3385 4,542 3,786 3,443 3,443
Other g Aing expenses 3,761 2,869 2,314 3,035 1,611 1,713
Profit before impairment and tax 14,656 23,044 12,987 8,873 7,759 7,966
mpairment 8,812 8, TE] 5,857 460 (480) (480
ﬁeE Profit DefoTe NON-Tecurring Items
and tax ) 5,244 13,095 310,110 8,413 8,239 8,446
Non-operating items {136 - - - - -
Fair value adjustments 2,172 gaaa) 1,002 245 - -
1 non-recurring items 2,036 (338) 1,00 245 - -
Net prafit before tax 7,280 12,757 33,113 §,658 8,239 8,446
Tax expense 2,747 3,824 3,334 2,839 2,787 2,787
Net pr%“t sfter tax 4,533 8,933 7,778 5,813 5452 5,650
Statements of Comprehensive Income
Net profit after tax attributable to:
owners of the entity 4,533 8,933 7,778 5,819 5,452 5,659
Other prehensive i /(loss)
for the period, net of tax
Effective portion of changes In falr value of
cash flow hsdges. net of tax {1,282) (2,992} 5,146 {52) {538) -
otal comprehensive Income for the :
period, net of tax 3,251 5,941 12,924 5,767 4,914 5,659
Total prehensive i
artr ble to: ownars of the entlty 32,251 5,841 12,924 5,767 4,914 5,659
Stat ts Of Ch es in Eguity
Opening balance 100,375 66,816 53,892 40,625 35,211 31,623
Total camprehensive Income for the pertod
attributable to: ownars of the entity 3,251 5,941 12,924 5,767 4,914 5,659
Contributions from owners - 33,850 - 7,500 10,000 10,000
Distributions to owners (2,707} (6,232) - - {5,500) SS.SDOE
Closing Balance 100,915 100,375 66,816 53,892 40,625 41,78
Components of equity:
Share capital 31,500 31,500 31,500 31,500 24,000 24,000
Capltal reserve . - - - . -
Retalned earnings 35,569 33,743 31,042 23,394 172,575 17,782
Preference Shares 33,850 33,850 - - - -
Fair value through other camprehensive
Income reserve - 3,282 4,274 {1,002) (950} -
Total Equity 100,919 100,375 66,816 53,892 40,625 41,782
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PREVIOUS
NZ IFRS NZ GAAP
Statements of Financial Position
Audited Audited Audited Audited Audited Audited
As at As at As at As at As at As at
30 June 30 June 320 June 30 June 30 June 30 June
2011 2010 2009 2008 2007 2007
$000D $000 $000 $000 $000 $000
Assets
Cash and cash equivalents 71,617 9,277 3,779 625 - .
Loans and advances 381,778 530,119 559,659 502,591 394,443 394,443
Assets classified as held for sale 50,522 - - - - -
Other assets 14,815 10,266 12,037 4,248 3,823 3,251
Tatal Assets 518,732 549,662 575,475 507,464 398,266 397,694
Liabillties
Bank overdraft - - - - 475 475
Borrowings 412,293 439,057 499,146 449,483 351,631 352,405
Other liabilites 5,520 10,230 9,513 4,088 5,535 3,032
Total Liabilities 417,813 449,287 508,659 453,572 357,641 355,912
Net Assets 100,918 100,375 66,816 53,892 40,625 41,782
Equity
Share capltal 65,350 65,350 31,500 31,500 24,000 24,000
Reserves 35,569 35,025 35,316 22,392 16,625 17,782
Total Equity 100,919 100,375 66,816 53,892 40,625 41,782
Statements Of Cash Flows
Audited Audlted Audited Audited Audited Audited
12 months to 12 months to 12 months to 12 months to 12 months to 12 months
30 June 30 June 30 June 30 June 30 June to 30 June
2011 2010 2009 2008 2007 2007
$000 $000 $000 $a00 $0400 $000
Net cash flows from/(used In) operating
actlvitles 4,814 20,638 14,232 5,496 7,539 7,539
Net cash flows from/(used In) investing
actlvities 88,897 20,373 (61,143) (109,439) (112,885) (63,307)
Net cash flows from/(used in) financing
activities (31,373) (35,513) 50,065 105,043 103,402 53,824
Net increase/(decrease) in cash held 62,340 5,498 3,154 1,100 {1,944) {1,944)
Add opening cash brought forward:
Cash on hand and at bank 9,277 3,779 625 {475) 1,469 1,469
Closing cash carried forward 71,617 9,277 3,779 625 {475) {475)
Comprising:
Cash on hand and at bank/ bank
overdraft 71,617 9,277 3,779 625 {(475) {475)
Date of Authorisation of Financial Statements
Authorised for issue by the Board 29-Aug-2011  12-Aug-2010 27-Aug-2009 19-Aug-2008_ 16-Aug-2007 _ 16-Aug-2007
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6»0 FINANCIAL INFORMATION continued

PWF: Notes to Summary Financial
Statements

The amounts stated above for the financial years ending 30
June 207, 2010, 2009, 2008 and 2007 are taken from the
audited financlal statements of PWF. All years’ financial
statements have recsived an unqualified audit opihion
‘with no matters highlighted by the auditor that would
be regarded as relevant to a proper understanding of the
basis of the opinion. The summary financial statements for
the years ending 30 June 2011, 2010, 2009, 2008 and 2007
were prepared on the basis of New Zealand equivalents
to International Financial Reporting Standards as
disclosed in the basis of preparation sectfon of the notes
to the full financial statements. The results for the year
ending 30 June 2007 have also been amended for
comparison purposes. Pre-NZ IFRS figures for the year
ending 30 June 2007 were prepared in accordance with
previous GAAP. At the date of preparing the summary
financial statements, PWF was a single entity profit-
oriented company that did not qualify for differential
reporting concessions.

The summary financial statements cannot provide as
complete an understanding as provided by full financial
statements. These financial statements may be obtained
from the Heartland registered office, or downloaded
from the public register for companies maintained by the
Companies Office at www.business,govt.nz/companies.

The summary financial statements have been extracted
from the following audited full Financial Statements:

Year ended 30 June 201, which were authorised
by the PWF board on 29 August 2om and audited
by KPMG who issued an unqualified opinion on
29 August 2011; ‘

Year ended 30 June 2010, which were authorised
by the PWF board on 12 August 2010 and audited
by XPMG who issued an unqualified opinion on
12 August 2010;

Year ended 30 June 2009, which were authorised
by the PWF board an 27 August 2009 and audited
by KPMG who issued an unqualified opinion on
27 August 2009;
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Year ended 30 June 2008, which were authorised
by the PWF board on 19 August 2008 and audited
by KPMG who issued an ungualified opinlon on
19 August 2008; ‘

+  Year ended 30 June 2007, which were authotlsed
by the PWF board on 16 August 2007 and audited
by KPMG who lIssued an ungualified opinion on
16 AUgUSE 2007,

Each of the full financial statements are presented in
New Zealand dollars which was PWF’s functional and
presentation currency at the date of preparing the
summary financial statements. All values are rounded
to the nearest thousand dollars. The summary financial
statements have been prepared in accordance with FRS
43 subject to the Securities Regulations 2009.

The summary financial statements were authorised for
Issue by the directors of PWF on 29 August 201,
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MARAC: Summary Financial Statements

NZ IFRS PREVIOUS
—~—NZGAAP
Statements of Comprehensive Income
Audited Audited Audited Audited Audited
12 months to 12 months to 12 months to 12 months to 12 months
30 June 30 June 30 June 30 June to 30 June
2010 2009 2008 2007 2007
Parent and Consolidated $000 $000 $000 $000 $000
Interest income 148,337 168,933 173,438 134,849 121,226
Interest expense 89,271 109,318 108,637 80,371 81,058
Net interest income 59,066 58,615 64,801 54,478 40,167
Other net Income 10,015 6,004 5,388 5,504 18,961
Total operating Income before other
gains 69,081 65,619 70,190 59,982 59,128
Employee benefits 13,049 13,377 14,411 12,454 12,080
Other operating expenses 11,976 11,671 11,404 9,697 5,477
frofit before impairment and tax 44,056 40,571 44,375 37,831 37,571
Impairment 23,765 13,318 5,72 955 356
Net profit before tax 20,291 27,253 38,649 36,876 37,215
Tax expense 5,992 8,199 12,785 12,199 12,311
Net profit after tax 14,299 19,054 25,864 24,677 24,904
Statements of Comprehensive Income
Net profit after tax attributable to:
ownars of the entity 14,299 19,054 25,864 24,677 24,904
Other comprehensive income/(loss)
for the period, net of tax
Effective partion of changes in fair value of
cash flow hedges, net of tax 4,208 (4,427) (1,765) - -
Total comprehensive income for the
period, net of tax 18,507 14,627 24,099 24,677 24,904
Total comprehensive income
attributable to: owners of the entity 18,507 14,627 24,099 24,677 24,904
Statements Of Changes in Equity
Opening balance 152,961 139,989 120,890 107,463 110,790
Total comprehensive Income for the period
attributable to: owners of the entity 18,507 14,627 24,099 24,677 24,904
Contributions from owners 35,000 11,345 - . -
Distributions to owners - {13,000) {5,000} (11,250) (11,250}
Closing Balance 206,468 152,961 139,983 120,8%0 124,444
Components of equity:
Share capital §5,000 20,000 20,000 20,000 20,000
Capital reserve - - - - 14
Retalned earnings 153,452 139,153 121,754 100,890 104,430
Falr value through other comprehensive
income reserve {1,984) {6,192) 1,765 - -
Total Equity 206,468 152,863 139,989 120,890 124,344
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6.0 FINANCIAL INFORMATION continued

MARAC: Summary Financial Statements

PREVIOUS
NZ IFRS NZ GAAP
Stat = of Fl Tal Positl
Audited Audited Audited Audited  Audited
As at " Asat As at As at As at
30 June 30 June 30 June 30 June 30 June
2010 2009 2008 2007 20067
Parent and Consclidated %000 $000 $000 $000 $000
Assets
Cash and cash equivalents 86,406 62,462 8,655 - -
Finance recelvables 941,328 1,136,646 1,011,954 1,197,815 1,204,210
Finance recelvables - securitised 160,853 157,941 291,532 . .
Operating lease vehicles 42,895 36,209 29,719 36,834 36,675
Other gssets 83,074 19,537 __3.0,404 ) 7,261 5,129
Total Assets 1,294,556 1,41z,ﬁ'5‘ 1,352,264 1,241,910 1,246,014
Liabilitles
Bank overdraft - - - 910 910
Deposits and Interest accruals 834,381 1,066,231 901,091 1,088,450 1,689,200
Borrowings - Securitised 149,298 150,728 283,042 - -
Other liabllites 104,409 42,875 28,142 31,660 31,460
Total Liabliitles 1,088!05§ 1,259,834 1,212,275 1,121,020 1.551.,570
Net Assets 206,468 152,961 135,989 120,850 124,444
Equity
Share capitai 55,000 20,000 20,000 20,000 20,000
Reserves 151,468 132,961 119,589 100,890 104,444
‘Total Equity ZD§L463 152,961 139,989 120,890 124,444
Statements Of Cash Flows
Audited Audited Audited Audited Audited
12 months to 12 months to 12 months to 12 months to 12 months
30 June 30 June 30 June 30 June to 30 June
2010 2009 2008 2007 2607
Parent and Consolidated $000 $000 $000 $000 $000
Net cash flows from/(used In) operating
activitias 30,373 5,815 5,115 29,374 38,086
Net cash flows from/{used tn) investing
activities 193,504 73,764 (77,612) (168,415) (177,107)
Net cash flows from/(used In) financing ;
activities {199,933} (23,026) 82,062 144,427 144,427
Net Increase/({decrease) In cash held 23,944 56,643 9,565 5,386 5,386
Add opening cash brought forward:
Cash on hand and at bank 62,462 8,655 (910) (6,296) (6,296)
Acquired on amalagmation - (2,836) - - -
Closing cash carried forward 86,406 62,462 8,655 (910) (910)
Comprising:
Cash on hand and at bank/ bank
overdraft 86,406 §2,362 8,655 (910) (919)
Date of Authorisation of Financial Statemants
Authorlsed for Issue by the Board 26-AUQ-2010  28-AUQ-2009  26-AU0-2000 24-AuUg-2007 _ 24-Aug-2007
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MARAC: Notes to Summary Financial
Statements

The “MARAC Group” is a profit-oriented entity, which
consists of MARAC, Heartland (formerly MARAC)
ABCP  Trust 1 (“Trust”), MARAC Retirement Bonds
Superannuation Fund (“Fund”) and Heartland (formerly
MARAC) PIE Fund (“PIE”). The Fund was wound up with
effect from 31 October 2010,

The assets securitised into the Trust continue to be
recognised in MARAC's financial statements, however
those assets are set aslde for the benefit of the investors
in the Trust and do not form part of MARAC’s assets which
are available to repay holders of Heartland debt securities.
Accordingly, as MARAC's and the MARAC Group's financial
performance and position are the same in all material
respects, a single set of numbers is presented.

The summary financial statements of the MARAC Group
have been prepared on the following basis:

The values presented in the summary financial
statements were extracted from the full financial
statements of the MARAC Group for the financial
years ending 30 June 2010, 2009, 2008 and 2007.

The full financial statements for the financial years
ended 30 June 2010, 2009, 2008 and 2007 have been
preparedinaccordance withNZGAAP and complywith
New Zealand Equivalents to International Financial
Reporting Standards (NZ IFRS) as appropriate for
profit-oriented entities. The full financial statements
for each of these years included an expticit and
unreserved statement of compliance with IFRS. The
full financiat staternents for the financial year ended
30 June 2007 have been prepared in accordance with
NZ GAAP and comply with New Zealand Financial
Reporting Standards (NZ FRS) applicable prior to the
implementation of NZ 1FRS (“previous NZ GAAP™).

The full financial statements for each year
presented in the summary financial statements
have been audited. KPMG’s report in relation to the
financial statements of MARAC for the year ended
30 June 2009 made reference to those financial
statements being prepared assuming the successful
conclusion of matters relating to MARAC's
bank financing arrangements. These matters
were successfully concluded subsequent to the
completion of KPMG's 2009 audit, and this was
noted in their December 2009 report for inclusion
in MARAC’s prospectus. With the exception of this
explanatory paragraph, none of the audit reports
for the audited financial statements of MARAC
on which these historical summaries are based
contain qualified opinions or any explanatory
paragraphs highlighting matters regarded as
relevant to a proper understanding of the basis
of the opinions given. These financial statements
may be aobtained from the Heartland registered
office, or downloaded from the public register for
companies maintained by the Companies Office at
www. business.govt.nz/companies.
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The accounting poticies that have been applied
in preparing the full financial statements for the
year ended 30 June 2010 are consistent with the
accounting policies applied in the previous year.

The summary financial statements cannot be
expected to provide a complete understanding as
provided by the full financial statements from which
they are extracted.

The summary financial statements comply with
the Financial Reporting Standard 43 “Summary
Financial Statements” as required by the Securities
Regulations.

The summary financial statements reflect the
current presentation requirements of FRS 43
Summary Financial Statements (as amended by the
consequential amendments of NZ JAS 7 Presentation
of Financial Statements (revised 2007)) for all periods
presented, including the presentation of other
comprehensive income and total comprehensive
income.

The summary financial statements are presented in
New Zealand dotlars which is the functional currency
of the MARAC Group. Uniess otherwise indicated,
amounts are rounded to the nearest thousand.

The summary financial statements were authorised for
issue by the directors of MARAC on 24 September 2010.
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SOUTHERN CROSS: Summary Financial Statements

PREVIOUS
NZ IFRS NZ GAAP
Statements of Comprefionsive Income
ted Aud
12 me‘n‘ﬁls“ig 12 m&%‘l‘lﬁg 12 m:nutgisuig 12 m:nlifl:a to 12 month!:‘t:
30 June 30 June 30 June 30 June 30 June
2010 . 2009 2008 2007 2007
Parant and € lidated 5000 $oo8 $000 $000 $000
fnterest Income 27,372 38,125 44,451 39,706 38,908
Interest expense 17,675 27,545 33,304 30,708 30,403
Net interest income 9,607 10,580 311,147 8,998 8,505
Other nef Income 39 358 1,824 2,159 3665
Total aperating {ncome before ather net gaing 9,753 31,008 12,571 11,152 11,170
Employee benefits 3,313 3,352 3,108 2,806 2,806
Other operating expenses 4,196 4,437 4,229 4,344 4,344
Profit before Impalrment, other nat
pains, rastructuring costs and tax 2,227 3,219 5,634 4,002 4,020
Impairment 5,765 14,625 593 1,222 1,180
Profit/{loss) befare non-recurring
Items and tax {3,538) {11,406) 5,041 2,780 2,840
Other net galns/(losses) (1,183) - 2,668 2,871 -
Restructuring costs (458 47 (1,905) (1,600) {1,600
Total non-recurring items {1,641 47 763 1,271 (1,60
Net profit/ (loss) before tax 5,179 11,350 5,804 4,051 1,24C
Tax expense/(benefit) @77 (5.6145 63 1,386 ]
Naet profit/ (loss) after tax {4,702 (8,745) 5,168 2,665 705
Statements of Comprehensive Incomea
Net profit/(loss) after tax attributable to: owners of
the Society (4,702) (8,745) 5,168 2,665 709
Other comprehensive income/(loss)
for the period, net of tax
Net change in asset revaluation reserve, net of tax {179) - - 650 2,484
Net change In avaltable-for-sale reserve, net of tax - 1,015 (1,504) {351) -
Net change In defined beneflt plan reserve, net of tax - {502) {286) - -
Net change in falr value through other comprehensive
Income reserve {353) - - - -
Total h ive ! /(loss) for the period,
net of tax (5,229) (8,232} 3,378 2,964 3,193
Total comprehensive Income/(loss) attributable to:
owners of the Society (5,229) {8,232) ‘3,378 2,964 3,193
Statements Of Changes In Equity
Opening balance $2,198 60,405 57,140 43,676 45,163
Change I accounting policy - early
adoption of NZ IFRS 9 612 - - - -
Opening balance rastated 52,810 60,405 57,140 43,676 43,163
Total comprehensive Income/{loss) for the perlod
attributable to: owners of the Soclety (5,229) {8,232) 3,378 2,964 3,193
Contributlons from owners 25 25 425 10,500 10,500
Distributfons to owners - - {538) - -
Closing Balance . 47,606 52,198 60,405 57,140 __ 57,856
Companents of equity:
Share caplital 10,475 10,45¢ 10,425 16,500 10,500
Capltal reserve 40,000 40,000 40,000 40,000 40,000
Retalned earnings (3,676) 1,026 9,771 {729) -
Avalfable for sale reserve - (612) (1,627} (123) -
Asset ravaluation reserve 1,074 1,24B 1,248 6,618 7,356
Defined benefit reserve . 86 86 588 874 -
Falr value through other comprehensive income reserve {353) - - - -
Total Equity 47,606 52,198 60,405 57,140 57,856
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NZ IFRS PREVIOUS
e NEGAAR
‘Statements of Financial Position
Audited Audited Audited Audited Audited
As at As at As at As at As at
30 June 30 June 30 June 30 June 36 June
2010 2009 2008 2007 2007
Parent and Consolidated $000 $000 $000 $000 $000
Assets
Cash and cash equivalents 681 1,006 1,306 645 645
Short term deposits 122,013 95,368 55,392 29,835 29,834
Investment securities 19,123 25,477 49,488 57,848 57,147
Investment property - - - 16,000 15,610
Loans and advances 248,822 275,621 338,498 371,787 374,848
Deferred tax asset 5,572 5,414 2,824 2,171 1,224
Other assets 5,785 9,126 8,408 15,081 14,775
Total Assets 402,996 412,012 455,016 493,367 494,083
Liabilities
Deposits and interest accruals 353,737 358,162 384,791 423,653 423,543
Redeemabie shares - - 7,845 10,097 10,097
Qther liabllites 1,653 1,652 2,875 2,477 2,587
Total Liabtlities 355,350 359,814 395,511 436,227 436,227
Net Assets 47,606 52,198 60,305 57,140 57,856
Equity
Share capital 10,475 10,450 10,425 10,500 10,500
Reserves 37,131 41,748 45,980 46,640 47,356
Total Equity 47,606 52,198 60,405 57,140 57,856
Statements Of Cash Flows
Audited Audited Audited Audited Audited
12 months to 12 months to 12 months to 12 months to 12 manths to
30 June 30 June 30 June 30 June 30 June
2010 2005 2008 2007 2007
Parent and Consolidated $000 $000 5000 $000 $000
Net cash flows from/{used In) operating
activities (282) [¢8) (22,039) (5,208) 27,023
Net cash flows from/{used In} investing
activities (43) (299) 17,987 (393) (6,670)
Net cash flows fram/(used in) financing
activities - - 4,713 5,500 (20,454)
Net Increase/(decrease) In cash held (325) (300} 661 (1D1) {101)
Add opening cash brought forward:
Cash on hand and at bank 1,006 1,306 645 746 746
Closing cash carried forward 681 1,006 1,306 645 645
Comprising:
Cash on hand and at bank 681 1,006 1,306 645 645
Date of Autharisation of Financial Statements
Authorised for issue by the Board 11-Aug-2010 12-Aug-2009 22-Aug-2008 23-Aug-2007 23-Aug-z007
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Southern Cross: Notes to Summary Financial
Statements

At the date these Summary Financial Statements were
prepared, Southern Cross was a profit-oriented building
society registered in New Zealand under the Building
Socleties Act. For the purposes of these Financial
Statements the “Southern Cross Group” consists of
Southern Cross and its wholly owned subsidiaries,
Southern Cross Building and Investments Limited and
Southern Cross Nominees Limited.

The summary financial statements of Southern Cross have
been prepared on the following basis:

- The values presented in the summary financial
statements were extracted from the full financial
statements of Southern Cross for the financial years
ending 30 June 2010, 2009, 2008 and 2007.

+  The full financial statements for the financial years
ended 30 June 2010, 2009, 2008 and 2007 have been
preparedinaccordancewithNZ GAAP and complywith
New Zealand Equivalents to international Financial
Reporting Standards (NZ IFRS) as appropriate for
profit-oriented entities. The full financial statements
for each of these years included an explicit and
unreserved statement of compliance with IFRS. The
full financial statements for the financial year ended
30 June 2007 have been prepared in accordance with
NZ GAAP and comply with New Zealand Financial
Reporting Standards (NZ FRS) applicable prior to the
implementation of NZ IFRS (“previous NZ GAAP").

+  The full financial statemnents for each year presented
in the summary financial statements have been
audited. None of these audit yeports contain
qualified opinions or any explanatory paragraphs
highlighting ratters regarded as relevant to proper
understanding of the basis of the opinions given.
These financial statements may be obtained from
the Heartland registered office, or downloaded
from the public register for building societies
maintained by the Companies Office at
www.business.govt.nzfcompanies.

+ The accounting policies that have been applied
in preparing the full financial statements for the
year ended 30 June 2010 are consistent with the
accounting policies applied in the previous year.

The summary financial statements cannot be
expected to provide a complete understanding as
provided by the full financial statements from which
they are extracted.
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+  The summary financial statements comply with
the Financial Reporting Standard 43 “Summary
Financial Statements” as required by the Securities
Regulations,

The summary financial statements are presented
in New Zealand dollars which was the functional
currency of the Southern Cross Group at date of
preparing the summary financial statements. Unless
otherwise indicated, amounts are rounded to the
nearest thousand.

The summary financial statements were authorised for
issue by the directors of Southern Cross on 22 September
2010.
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GBS Canterbury: Summary Financial Statements

PREVIOUS
NZ IFRS NZ GAAP
Statements of Comprehensive Income
Unaudited Audited Audited Audited Audited Audited
3 months to 12 months to 12 months to 12 months to 12 months to 12 months to
30 June 31 March 31 March 31 March 31 March 31 March
2010 2010 2009 2008 2007 2007
Parent and Consolidated $000 %000 5000 $000 $000 $000
Interest income 7,528 30,406 50,993 35,650 28,657 28,675
Interest expense 5,789 22,372 39,794 27,455 21,9684 21,744
Net interest income 2,139 8,034 11,199 8,195 6,673 6,931
Other net income 363 2,362 696 827 982 1,065
Total operating income before other
net gains 2,502 10,396 11,895 8,022 7,655 7,996
Employee penefits 1,153 4,143 3,801 2,531 2,139 2,133
Other operating expenses 1,158 4,469 4,935 3,273 3,059 3,106
Profit before impairment and tax 191 1,786 3,159 3,218 2,457 2,757
Impalrment 75 589 2,410 15 - 1
Net profit before tax 116 1,197 749 3,203 2,457 2,756
Impalrment of gaodwill - - (4,148) - - N
Restructuring costs {165) - - - - -
Speclal finance charge - - - (1,110} - -
Total non-recurring items (165) - (4,148 (1,110) - -
Net profit/{loss) befare tax {49) 1,197 {3,399 2,093 2,457 2,756
Tax expense/(benafit) 332 (711} 82 1,209 845 904
Net profit/ (lass) after tax (381) 1,908 (3,481) 884 1,612 1,852
Statements of Comprehensive Income
Net profit/(loss) after tax attributable
to: owners of the Society (381) 1,908 {3,481) 884 1,612 1,852
Other comprehensive income/(loss)
for the period, net of tax
Net change iIn asset revaluation reserve,
net of tax - 101 (127} &8 628 765
Net change In available-for-sale reserve,
net of tax 120 412 (349) (211) 12 .
Net change in capital gains reserve, net of
tax - - - 241 - -
Total comprehensive income/{loss) for
the period, net of tax {261) 2,421 (3,957) S82 2,252 2,617
Total comprehensive Income/(loss)
attributable to: owners of the Society {261) 2,421 {3,957) 982 2,252 2,617
Statements Of Changes in Equity
Opening balance 51,552 48,594 53,490 24,920 19,399 22,116
Total comprehensive Income/(loss) for the
period attributable to: owners of the
Soclety (261) 2,421 (3,957) 982 2,252 2,617
Contributlons from owners - 537 1,175 28,176 4,253 4,251
Distributions to owners - - {2,114) {588) (982) {1,223)
Closing Balance 51,291 51,552 48,594 53,490 24,920 27,761
Components of equity:
Share capital 44,288 44,288 43,752 42,577 14,401 17,401
Retalned earnings 5,203 5,583 3,674 9,270 8,974 8,544
Available for sale reserve {40} (135) (547) (199) 12 -
Asset revaluation reserve 1,553 1,52% 1,428 1,555 1,487 1,770
Realised capital galns reserve 287 287 287 287 46 46
Total Equity 51,291 51,552 48,594 53,490 24,920 27,761
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€BS Canterbury: Summary Financial Statements

NZ IFRS PREVIOUS
—NZGAAP
Statements of Financial POSIHoOn
Unaudited Audited Audited Audited Audited Audited
As at As at As at © Asat Asn As 3t
30 June 31 March 31 March 31 March 31 March 31 March
2010 2010 2009 2008 2007 2007
Parent and C lidated $000 $000 3000 §000 $000 $000
Assats
Cash and cash equivalents 33,460 44,309 93,615 75,334 65,906 825
Short term deposits 31,500 27,000 5,300 10,300 - 65,133
Investment securities 8,025 7,918 17,131 3,166 4,876 4,824
Loans and advances 450,499 445,262 417,424 448,071 270,616 270,405
Intangibles 9,824 8,897 10,122 13,479 . 53D 443
Other assets ) : 5,950 6,459 6,058 5,377 2,347 7,440
Total Assets_ £39,258 530,845 549,650 561,727 349,275 349,070
Liabilities )
Deposits and Interest accruals 484,675 486,262 493,151 506,156 319,952 319,952
Preference Shares - - - - 3,600 -
Qther liablites 3,292 3.0&. 7,905 2,081 1,403 1,357
Total Liabilities 487,967 489,293 501,058 508,237 324,355 521,509
Nat Assats 51,291 51,552 48,594 53,490 24,920 27,761
Equity
Share capltal 44,268 44,289 43,752 42,577 14,401 17,401
Reserves 7,003 7,264 4,842 10,913 10,519 10,360
Total Equity 51,291 51,§ 52 48,594 53,490 24,920 27,761
Statements Of Cash Flows
Unaudited Audited Audited Audited Audited Audited
3 months to 12 months to 12 months te 12 months to 12 months to 12 months to
30 June 31 March 31 March 31 March 31 March 31 March
2010 2010 2009 2008 2007 2007
Parent and Consolldated $000 $000 $000 $000 $000 $000
Net cash flows from/(used In) operating
activitles (6,263} {37,754) 24,697 (6,936) {1,602) 2,653
Net cash flows from/f(used in) investing
actlvities (4,586) {12,088) (5,476) 4,639 {328) (9,883)
Net cash flows from/(used tn) financing
activities - 536 (9490) 11,724 8,225 7,985
Net increase/(decrease) in cash held (10,849) (49,306) 18,281 9,427 6,295 ) 755
Add opening cash brought forward: :
Cash on hand and at bank 44,308 93,615 75,334 65,907 59,611 70
Closing cash carried forward 33,460 44,308 93,615 75,334 65,906 825
Comprising ! .
Cash on hand and at bank 33,460 44,309 93,615 75,334 65,506 825
Date of Authorisation of Financlal Statements
Authorised for Issue by the Board 30-Sep-2010  11-Jun-2010  12-Jun-2009 27-Jun-2008 _ 14-Jun-2007 14-Jun-2007
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CBS Canterbury: Notes to Summary
Financial Statements

At the date these Summary Financial Statements
were prepared, CBS Canterbury was a profit-oriented
building society registered in New Zealand under the
Building Societies Act. For the purpose of these Financial
Statements, CBS Canterbury consists of Canterbury
Building Society and its subsidiary, Loan Properties
Limited. Loan Properties Limited was acquired on
1 February 2008, through the business combination with
Loan and Building Society, and was subsequently struck
off on 3 March2009. For the 2007 financial year the parent
and group financial statements are the same due to no
group existing at these reporting dates.

The summary financial statements of CBS Canterbury have
been prepared on the following basis:

The values presented in the summary financial
statements were extracted from the unaudited
financial statements of CBS Canterbury for the
three months ending 30 June 2010 and from the full
audited financial statements of CBS Canterbury for
the financial years ending 31 March 2010, 2009, 2008
and 2007.

The ful! financial statements for the three months
ended 30 June 2010 and the financial years ended
31 March 2010, 2009, 2008 and 2007 have been
preparedinaccordancewith NZGAAP and comply with
New Zealand Equivalents to fnternational Financial
Reporting Standards (NZ IFRS) as appropriate for
profit-otiented entities. The full financial statements
for the financial years ended 31 March 2010, 2009,
2008 and 2007 included an explicit and unreserved
statement of compliance with IFRS. The full financial
statements for the financial year ended 31 March
2007 have been prepared in accordance with NZ
GAAP and comply with New Zealand Financial
Reporting Standards (NZ FRS) applicable prior to the
implementation of NZ IFRS (“previous NZ GAAP").

+  The full financial statements for the financial
years ending 31 March 2010, 2009, 2008 and 2007
presented in the summary financial statements have
been audited. None of these audit reports ¢contain
qualified opinions or any explanatory paragraphs
highlighting matters regarded as relevant to proper
understanding of the basis of the opinions given,
These financial statements may be obtained from
the Heartland registered office, or downloaded
from the public register for building societies
maintained by the Companies Office at
www.business.govt.nz/companies.

The accounting policies that have been applied in
preparing the unaudited financial statements for
the three months ended 30 June 2010 and the full
financial statements for the year ended 31 March 2010
are conslistent with the accounting policies applied in
the previous year.

HEARTLAND Prospectus No.3
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The summary financial statements cannot be
expected to provide a complete understanding as
provided hy the full financial statements from which
they are extracted.

« The summary financial statements comply with
the Financial Reporting Standard 43 “Summary
Financial Statements™ as required by the Securities
Regulations.

+  The summary financial statements reflect the
current presentation requirements of FRS 43
Summary Financial Statements (as amended by the
consequential amendments of NZ IAS 1 Presentation
of Financial Statements (revised 2007)) for alt periods
presented, including the presentation of other
comprehensive income and total comprehensive
income.

The summary financial statements are presented
in New Zealand dollars which was the functional
currency of CBS Canterbury at the date of preparing
the summary financial statements. Unless otherwise
indicated, amounts are rounded to the nearest
thousand.

on 1 April 2006 the assets, liabilities and engagements of
SMC Building Society were transferred to CBS Canterbury
at fair value, including goodwill of so.5 million.

On 16 August 2007 a non-renounceable issue to both
ordinary and preference shareholders was made in the
ratio of 1 for 10 at an issue price of $4.50 per new ordinary
share. The offer resulted in CBS Canterbury allotting
801,578 new ordinary shares fully paid.

Also on 16 August 2007 CBS Canterbury redeemed
the 3,000,000 preference shares that were on issue.
Shareholders received an aggregate redemption amount
of $1.37 comprising a redemption dividend of 37 cents
per share together with the $1.00 originally subscribed
per share, In accordance with NZ IFRS accaunting
requirements, these dividends are accounted for as a
finance charge through the Statements of Comprehensive
fncome.

On 30 November 2007 an interim dividend of 8 cents per
share (fully imputed) was paid on the ordinary shares on
issue.

On1February 2008the assets, liabilities and engagements
of Ltoan and Building Soclety were transferred to CBS
Canterbury at fair value as a business combination,
including goodwill of $13.2 million.

On 25 July 2008 an interim dividend of 8 cents per share
(fully imputed) was paid on the ordinary shares on issue.

On 19 December 2008 a bonus issue of shares, in tieu of
an interim dividend, equivalent to 10 cents per share (fully
imputed) was paid on the ordinary shares on issue,

The summary financial statements were authorised for
issue by the directors of CBS Canterbury on 30 September
2070,
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Audit report

Independent Auditor’s Report

To the readers of the Prospectus No. 3 of Heartland Building Society

As auditor of Heartland Building Society ("the Society") and the group, comprising the
Society and its subsidiaries (“the Group™), we have prepared this report pursuant to clause 22
of Schedule 2 of the Securities Regulations 2009 for inclusion in the prospectus dated 27
September 2011.

Report on the Society and Group financial statements

We have audited the financial statements of the Society and the Group, comprising the
Society and its subsidiaries, for the year ending 30 June 2011. We expressed an unmodified
audit opinion on those financial statements in our report dated 19 August 2011.

Report on the summary financial statements of Heartland Building Society, Canterbury
Building Society, Southern Cross Building Society, MARAC Finance Limited and PGG
Wrightson Finance Limited

The summary financial statements on pages 24 to 39 are derived from the audited financial
statements of Heartland Building Society, Canterbury Building Society, Southern Cross
Building Society, MARAC Finance Limited and PGG Wrightson Finance Limited for the
years ended as follows:

Entity Reporting Dates Pages

Heartland Building Society 30 June 2011 25 to 27

Acquired businesses and subsidingy

PGG Wrightson Finance Limited 30 June 2011 2810 30
30 June 2010
30 June 2009
30 June 2008
30 June 2007

MARAC Finance Limited 30 June 2010 31033
30 June 2009
30 June 2008
30 June 2007

Southern Cross Building Society 30 June 2010 341036
30 June 2009
30 June 2008
30 June 2007

Canterbury Building Society ; 31 March 2010 : 37039
31 March 2009
31 March 2008
31 March 2007
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The summary financial statements do not reflect the effects of events that occurred
subsequent to the date of the report on those financial statements,

The summary financial statements do not contain all the disclosures required for full financial
statements under generally accepted accounting practice in New Zealand. Reading the
summary financial statements, therefore, is not a substitute for reading the audited financial
statements of Heartland Building Society, Canterbury Building Society, Southern Cross
Building Society, MARAC Finance Limited and PGG Wrightson Finance Limited.

Directors' responsibility for the summary financial statements of Heartland Building
Society, Canterbury Building Society, Southern Cross Building Society, MARAC Finance
Limited and PGG Wrightson Finance Limited

The Directors are responsible for preparing a summary of the audited financial statements as
detailed in the table above, in accordance with clause 8, 9(2) and 9(3) of Schedule 2 of the
Securities Regulations 2009.

Auditor’s responsibility for the summary financial statements of Heartland Building
Society, Canterbury Building Society, Southern Cross Building Society, MARAC Finance
Limited and PGG Wrightson Finance Limited

Our responsibility is to express an opinion on the summary financial statements based on our
procedures, which were conducted to confirm that the amounts set out in the historical
summaries of financial statements on pages 24 to 39 pursuant to clauses 8, 9(2) and 9(3) of
the Securities Regulations 2009 Schedule 2, have been correctly taken from the audited
financial statements, as detailed in the table above.

Opinion on the summary financial statements of Heartland Building Society, Canterbury
Building Society, Southern Cross Building Society, MARAC Finance Limited and PGG
Wrightson Finance Limited

In our opinion, the amounts set out in the summary financial statements on pages 24 to 39 of
this prospectus, derived from the audited financial statements, as detailed above, as required
by clauses 8, 9(2) and 9(3) of Schedule 2 of the Securities Regulations 2009, have been
correctly taken from the audited financial statements detailed in the table above.

Report on the ranking of securities

Directors’ responsibility for the ranking of securities

The Directors are responsible for the preparation and presentation of the details and amounts
in respect of the ranking of securities of the Society and the Group as at 30 June 2011, in
accordance with clause 13 of Schedule 2 of the Securities Regulations 2009.

Auditor's responsibility for the ranking of securities

Our responsibility is to express an opinion on whether the amounts set out in the ranking of
securities have been correctly taken from the audited financial statements of the Society and
the Group as at 30 June 2011.
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Audit report continued

e

Opinion on the ranking of securities

In our opinion, the amounts set out in the ranking of securities on page 47 of this prospectus,
have been correctly taken from the audited financial statements of Heartland Building Society
and the Group as at 30 June 2011.

Report on other legal and regulatory requirements

In accordance with the requirements of clauses 22(d) and 22(e) of Schedule 2 of the Securities
Regulations 2009, we report that:

=  we have obtained all the information and explanations that we have required; and
® in our opinion, proper accounting records have been kept by Heartland Building Society
and the Group as far as appears from our examination of those records.

Other matters
Responsibility for npdating

We have no responsibility to update our opinion on any of the matters above for events and
circumstances occurring after the date of this report.

Restriction on use

This report has been prepared for inclusion in the prospectus for the purpose of meeting the
requirements of clause 22 of Schedule 2 of the Securities Regulations 2009. We disclaim any
assumption of responsibility for reliance on this report or the amounts included in the
summary financial statements, or the ranking of securities for any purpose other than that for
which they were prepared. [n addition, we take no responsibility for, nor do we report an, any
part of the prospectus not specifically mentioned in this report.

Auditor’s consent
In accordance with regulation 18(1)(c)(ii) of the Securities Regulations 2009, we hereby give
our consent to the inclusion of this report in the prospectus in the form in which it appears.

We also confirm that we have not, before dellvery of this prospectus, withdrawn our consent
to the issue thereof.

Kpme¢

27 September 2011
Auckland
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7.0 STATUTORY INFORMATION

This section contains information required by Schedule 2
of the Securities Regulations that is not set out elsewhere
In this Prospectus.

Main terms of the Qffer

The issuer of the Deposits is Heartland Building Society.
Heartland’s registered office is 75 Riccarton Road,
Riccarton, Christchurch 8on.

The Deposits are direct, unsecured, unsubordinated debt
obligations of Heartland ranking equally with all other
debt securities issued by Heartland under the Trust Deed,
as well as Heartland’s bank funding. The Deposits are
issued subject to the terms and conditions contained in
the Trust Deed. Further information in relation to the
Deposits is set out in Section 3 of this Prospectus.

The maximum amount of Deposits being offered is
$4.0 billion (excluding any amount that may result from
the replacement of Deposits redeemed after the date of
this Prospectus).

The Deposits will be issued at face value, being $1.00 for
each $1.00 of Deposits.

Details of incorporation of Heartland

Heartland was established in New Zealand on 22 October
2010 under the Building Societies Act. Heartland’s
registration number is 2541477. Heartland’s registered
office is set out in the Directory.

The public file relating te the incorporation of
Heartland is kept by the Companies Office and can
be accessed on the Companies Office website at
www.business.govt.nz/companies.

Guarantors

As at the most recent update to this Praspectus, MARAC,
VPS Praperties, VPS Parnell and PWF which are subsidiaries
of Heartland are guarantors of the Deposits pursuant to
the Trust Deed. The guarantees are unsecured. Further
information in respect of the guarantees given by MARAC,
VPS Properties, VPS Parnell and PWF is set out in the
summary of the Trust Deed section of this Prospectus.

Names, addresses, and other information

Directors

The Directors of Heartland {as issuer) as at the most recent
update to this Prospectus are: Bruce Robertson [rvine
(Christchurch, New Zealand), Jeffrey Kenneth Greenslade
(Auckland, New Zealand), Edward John Harvey (Auckland,
New Zealand), Graham Russetl Kennedy (Ashburton, New
Zealand), Gary Richard Leech (Ashburton, New Zeatand),
Christopher Robert Mace (Auckland, New Zealand),
Geoffrey Thomas Ricketts (Auckland, New Zealand) and
Michelle Anne Smith (Christchurch, New Zealand}).

gach of the Directors named above can be contacted at
the registered office of Heartland set out in the Directory.

As at the date of this Prospectus, except for the Director
named below, none of the Directors named above are
employees of Heartland, or of an associated person of
Heartland.

Jeffrey Greenslade is the CEO and Managing Director of
Heartland and Heartland New Zeatand.

Secretary

The Secretary of Heartland is Anna-lisa Strain. The
Secretary can be contacted at the registered office of
Heartland set out in the Directory.

Registrar

Heartland is the registrar for all Deposits. The registered
address of Heartland is set out in the Directory.

Auditor

The Auditor of Heartland is KPMG. The registered address
of the Auditor is set out in the Directory.

Advisors

The name and address of the solicitors and other
professional advisors who have been involved in the
preparation of this Prospectus are set out in the Directory.

Trustee

The Trustee of Heartland is Trustees Executors Limited.
The registered address of the Trustee is set out in the
Directory.

Restrictions on Directors’ powers

The Rules provide that the Board of Heartland may only
declare and make distributions to sharehotders if it is
satisfied on reasonable grounds that {a) such money is
not immediately necessary for the performance of the
functions of Heartland described in the Rules (including
to meet the application or withdrawal of funds by
depositors), (b) Heartland will hold and will continue to
hold sufficient assets and funds to perform those functions
and (c) Heartland will be and will continue to be solvent
immediately after making such distributions.

The Building Societies Act contains provisions that could
have the effect, In certain circumstances, of imposing
restrictions on the powers of the Board, For example, a
building society must have one or more of the specified
functions set out in the Building Societies Act. These
provisions apply to any building society under the Building
Societies Act.

Description of activities

Set out below is a description of the principal activities of
Heartland and the Guaranteeing Subsidiaries.

Heartland is the principal operating subsidiary of
Hearttand New Zealand, and commenced business as a
financial services provider in January 2011, on completion
of the Merger. Since it commenced business, Heartland’s
principal activities have been its lending and other
financial services activities, and its fundraising activities.

MARAC became a wholly owned subsidiary of Heartland
under the Merger. MARAC and its predecessors have
serviced the consumer and smatl-to-medium business
market for approximately 60 years, with its principal
activities involving the provision of consumer and
commercial lending across a broad range of sectors and
providing a select range of insurance products.
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VPS Properties and VPS Parnell are both wholly owned
subsidlaries of Heartland. These entities each currently
own one or more properties that were originally
morigaged to MARAC to secure financial indebtedness
owed 10 MARAC. MARAC has funded the acquisition by
VPS Properties and VPS Parnell of these properties and
holds a registered first mortgage over the properties.

PWF became a whally owned subsidiary of Heartland on
31 August 2011, Prior to this date, the principal activities
of PWF had been to raise funds from the public, banks and
other entities and an-lend those funds to borrowers in
the rural sector of New Zealand. Today, PWF continues to
offer financial services to the rural sector of New Zealand,

Principal assets

The principal assets of the Heartland Group used in
undertaking the Heartland Group's principal activities are:

cash and cash equivalents (held for tiquidity
purpeses, and to the extent not required for that
purpose used to make loans and finance available to
borrowers);

«  finance receivables, sscuritised finance receivables,
operating leases, and trade and other receivables
{used to make loans and finance available to
borrowers); and

«  investment properties (held to earn rental income
and/or for capital appreclation).

The assets referred to above are owned or held under lease
by the Heartland Group and are subject to obligations in
favour of other persons that modify or restrict the ability
of the Heartland Group to deal with the assets. These
obligations include the arrangements with Heartland’s
Trustee and Depositors and the arrangements with the
Heartland Group’s financiers described below under the
heading “Material contracts”. In addition, Heartland
Group consolidates two securitisation trusts - Heartland
{formerly MARAC) ABCP Trust1and CBS Warehouse A Trust
(Trusts). The assets securitised into the Trusts continue
to be recognised in Heartland’s financial statements;
however, those assets are set aside for the benefit of
the investors in the Trusts and are not available to repay
holders of debt securities issued by Heartland.

Acquisition of business or subsidiary

On 5 January 20W, pursuant to the Merger, Heartland
acquired the businesses of CBS Canterbury and Southern
Crass (by taking a transfer of engagements from each of
CBS Canterbury and Southern Crass uader the Building
Societies Act) and all of the shares in MARAC.

Prior to the Merger, each of MARAC, CBS Canterbury
and Southern Cross provided financial services involving
making loans or otherwise providing financial services,
and taking investments.

The summary financial statements and reference to the
latest audited financial statements of CBS Canterbury,
Southern Cross and MARAC are set out in the Financial
“Information section of this Prospectus.
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In addition, on 31 August 20m, Heartland acquired all of
the shares in PWF.

The conslderation pald for the shares in' PWF was an
amount equal to the net tangible assets of PWF adjusted
to take account of certain agreed items. Heartland also
agreed to assume all of PWF's obligations In relation to
the PWF deposits.

Details of the business carried on by PWF are set out
earlier on this page of this Prospectus. The summary
financial statements and reference to the latest audited
financial statements of PWF are set out in the Financial
Informatian section of this Prospectus.

Material contracts

The following material contracts have been entered into
Iin the two years preceding the date of registration of
this Prospectus by Heartland andfor the Guaranteeing
Subsidiaries.

Contracts with ongoing day to day application

Crown Deed of Guarantee (Bullding Society)

Heartland and Her Majesty the Queen in right of New
Zealand are party to a Crown Deed of Guarantee (Building
Society) dated 15 December 2010 (as amended and
restated by a Deed of Amendment and Restatement of
Crown Deed of Guarantee (Building Society) dated 30
August 2011). The guarantee given under this Crown Deed
of Guarantee expired on 31 December 20m.

Deed of iIndemnity and Pastponement

Meartland New Zealand, MARAC, Heartland and certain
other group companies (being any subsidiary or holding
company of Heartland New Zealand and/or Heartland)
entered Into a Deed of Indemnity and Postponement
with Her Majesty the Queen in right of New Zealand on
14 December 2010, under which (among other things)
MARAC indemnifies the Crown for amounts paid by the
Crown pursuant to the Heartland Crown Guarantee.
VPS Properties and VPS Parnell joined into this Deed of
indemnity and Postponement as indemnifiers by deeds of
accession dated 21 March 2011. PWF joined into this Deed
of indemnity and Postponement as an indemnifier by a
deed of accession dated 30 August 2011.

Standby Cash Advances Facility Agreement

Heartland and MARAC entered into a Standby Cash
Advances Facility Agreement with Bank of New Zealand
and Westpac New Zealand Limited dated 15 December
2010 {as amended and restated on 7 February 2012), for
facilities of up to $200 million, the purpose of which is to
provide liquidity support and funding for the Heartland
Group. VPS Properties and VPS Parnell have joined into this
Standby Cash Advances Facility Agreement as guarantors
by guarantor accesslon deeds dated 21 March 2011, PWF
has joined into this Standby Cash Advances Facility
Agreement as a guarantor by a guarantor accession deed
dated 31 August 20m1.



All Obligations Cross Guarantee and
Deed Poll

MARAC and Heartland entered into an All Obligations
Cross Guarantee and Indemnity Deed pPoll dated
15 December 2010, under which each of MARAC and
Heartland guarantee each other’s obligations to Bank
of New Zealand and Westpac Banking Corporation.
VPS Properties and VPS Parnell have joined into this All
Obligations Cross Guarantee and indemnity Deed Poll as
guarantors by supplemental deeds dated 21 March 2011.
PWF has joined into this All Obligations Cross Guarantee
and Indemnity Deed Poll as a guarantor by a supplemental
deed dated 31 August 2011,

Indemnity

Master Trust Deed

Heartland entered into a Master Trust Deed dated
29 October 2010 with the Trustee, relating to the ongoing
issue of unsecured debt instruments by Heartland
{and for the benefit of the holders of those debt
instruments). MARAC has joined into this Master Trust
Deed as a guarantor by a supplemental trust deed dated
14 December 2010. VPS Properties and VPS parnell have
joined into this Master Trust Deed as guarantors by
supptemental trust deeds dated 24 March 2011. PWF has
joined into this Master Trust Deed as a guarantor by a
supplemental trust deed dated 31 August 2011,

Supplemental Trust Deed (Accounts)

Heartland entered into a Supplemental Trust Deed
(Accounts) dated 29 October 2010 with the Trustee which
is supplemental to the Master Trust Deed and governs the
terms of the Deposits issued by Heartland.

Supplemental Trust Deed (Bonds)

Heartland entered into a Supplemental Trust Deed
(Bonds) dated 29 October 2010 with the Trustee which
is supplemental to the Master Trust Deed and governs
the terms of the NZDX quoted bonds originally issued by
MARAC, liability for which was assumed by Heartland as
part of its acquisition of MARAC.

Supplemental Trust Deed (PWF Bonds)

Heartland entered into.a Supplemental Trust Deed (PWF
Bonds) dated 11 July 20m with the Trustee which is
supplemental to the Master Trust Deed and governs the
terms of the PWF Bonds. The PWF Bonds have now been
fully repaid.

RECL Management Agreement

MARAC and RECL (which as at the most recent update
to this Prospectus is a wholly owned subsidiary of PGC)
are parties to a Management Agreement dated 5 January
20m as subsequently amended (RECL Management
Agreement), by which RECL agreed to manage certain
non-core real estate loan assets of MARAC for a 5 year
period, and assume the risk of loss on those loans for that
period (with any payment by RECL to MARAC in respect
of that loss at the end of that period, subject to limited
rights on the part of MARAC to earlier payment). As at
31 December 20m, the net book value of loans subject
to the RECL Management Agreement was approximately
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$150 million. The maximum amount payable by RECL
in respect of loss (including interest accruing on loss
payments until the due date for payment) is limited to
$30 million. RECUs payment obligations are “limited in
recourse” to a pool of security provided by RECL. This
pool of security includes an $11 million 5 year zero coupon
bond, and other qualifying assets with a minimum security
value of (initiatly) $19 million {reduced to $17.5 million as
at 31 December 2011 on account of claims of §1.5 million
already paid).

Service Amount Security Agreement

MARAC and RECL are parties to a Service Amount Security
Agreement dated § January 201 (in connection with the
RECL Management Agreement). Under this agreement
RECL grants to MARAC security over its assets to secure
its obligations under the RECL Management Agreement.

Support Provider Undertaking

MARAC and PGC are parties to a Support Provider
Undertaking dated 5 January 2011 (in connection with the
RECL Management Agreement). Under this agreement
PGC undertakes to procure that RECL complies with its
obligations to ensure that the security value of other
qualifying assets subject to a first priority security interest
under the Service Amount Security Agreement is not less
than the required minimum amount.

Transitional Services Agreement (PGW)

PGW and Heartland entered into a Transitional Services
Agreement dated 31 August 201 relating to the provision
of services by each of Heartland and PGW to the other
of them, following completion of the sale of all of the
ardinary shares in PWF from PGW to Heartland.

Deed of Guarantee and Indemnity (PGW)

PGW and Heartland entered into a Deed of Guarantee
and Indemnity dated 31 August 2011 which relates to PGW
providing a guarantee and indemnity to Heartland in
respect of certain existing credit facilities provided by PWF.

Distribution and Services Agreement (PGW)

PGW and Heartland entered into a Distribution and Service
Agreement dated 31 August 2011, This agreement relates
to PGW distributing to its customers certain Heartland
products and services.

Other contracts (including contracts fully
performed)

Merger Implementation Agreement

CBS Canterbury, Southern Cross, PGC, MARAC and
MARAC Financial Services Limited entered into a Merger
Implementation Agreement dated 15 September 2010,
pursuant to which the parties conditionally agreed to
implement the Merger.

Deed of Defeasance (MARAC)

Heartland entered into a Deed of Defeasance with MARAC,
The New Zealand Guardian Trust Company Limited and the
Trustee dated 14 December 2010, which sets out the terms
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on which Heartland assumned liability for the stock issued
by MARAC under its then existipg Debenture Trust Deed.

Deed of Defeasance (CBS Canterbury)

Heartland entered into a Deed of Defeasance with CBS
Canterbury and the Trustee dated 14 December 2010,
which sets out the terms on which Heartland assumed
liability for the deposits of CBS Canterbury outstanding
under its then existing Debt Security Trust Deed.

Deed of Defeasance (Southern Cross)

Heartland entered into a Deed of Defeasance with
Southern Cross and the Trustee dated 14 December 2010,
which sets out the terms on which Heartland assumed
liability for the deposits of Southern Cross outstanding
under its then existing Debt Security Trust Deed.

Crown Deed of Guarantee

PWF and Her Majesty the Queen in right of New Zealand
entered into a Crown Deed of Guarantee (Non-Bank
Deposit Taker) dated 8 December 2009. The guarantee
given under this Crown Deed of Guarantee expired at
12.0%am on 12 October 2010.

Extended Crown Deed of Guarantee

PWF and Her Majesty the Queen in right of New Zealand
entered into an Extended Crown Deed of Guarantee (Non-
Bank Deposit Taker) dated 1 April 2010. The guarantee
given under this Extended Crown Deed of Guarantee
expires at 11.59pm on 31 December 20m.

Supplemental Deed to Crown Deed of Guarantee

PWF and Her Majesty the Quesn in right of New Zealand
entered {nto a Supplemental Deed to the Extended Crown
Bank Guarantee (Non-Bank Deposit Taker) dated 17 June
2010. This deed amended the Extended Crown Deed of
Guarantee above so as to clarify the status of excluded
securities issued in accordance with the terms of the
previous Crown guarantee.

Deed of Variation to PWF Bond Trust Deed

PWF entered into a Deed of Variation of PWF Bonds trust
deed dated 7 July 2010 with New Zealand Permanent
Trustees Limited (as trustee of the PWF Bonds). This
deed clarified the status of overseas bondholders with
reference to the PWF’s Bonds.

Second Deed of Varlation to PWF Bond Trust Deed

PWF entered into a Second Deed of Variation of PWF
Bond trust deed dated 12 August 2010 with New Zealand
Permanent Trustees Limited (as trustee of the PWF Bonds).
This deed varied the conditions of the PWF's Bonds, so
as to permit PWF to exercise its term extension option
notwithstanding the variation of the Crown retail deposit
guarantee scheme. This variation was authorised by an
extraordinary resolution of the relevant bondholders.

Third Deed of Variation of PWF Bond Trust Deed

'PWF and New Zealand Permanent Trustees Limited (as
trustee of the PWF Bonds) entered into a Third Deed of
Variation of PWF Bond trust deed dated 1 December
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2010. This deed varied the PWF Bond trust deed, so as
to meet the requirements of the NBDT regime, including
the Deposit Takers Regulations, which came into force on
1 December 2010.

Fourth Deed of Variation of PWF Bond Trust Deed

PWF and New Zealand Permanent Trustees Limited (as
trustee of the PWF Bonds) entered into & Fourth Deed of
Variation of PWF Bond trust deed dated 9 February 2071.
This deed varied the PWF Bond trust deed, so as tc amend
the definition of Treasury Stock.

Fifth Deed of variation of PWF Bond Trust Deed

PWF and New Zealand Permanent Trustees Limited (as
trustee of the PWF Bonds) entered into a Fifth Deed of
variation of PWF Bond trust deed dated 15 August 2011.
This deed varied the PWF Bond trust deed, so as to effect
certain amendments as a consequence of an extraordinary
resolution of bondholders.

Second Deed of Modification of PWF Debenture
Trust Deed

PWFand New Zealand Permanent Trustees Limited entered
into a Second Deed of Modification of trust deed dated
1 December 2010, This deed varied the PWF Debenture
Trust Deed, so as to meet the requirements of the NBDT
regime, including the Deposit Takers Regulations, which
came into force on 1 December 2010.

Third Deed of Modification of PWF Debenture
Trust Deed

PWF and New Zealand Parmanent Trustees Limited entered
into a Third Deed of Modification of trust deed dated 15
August 2011. This deed varied the PWF Debenture Trust
Deed, soas to effect certainamendmentsasa consequence
of an extraordinary resolution of bondholders.

Agreement relating to Sale and Purchase of Shares
in PWF

PGW and Heartland New Zealand entered into an
agreement dated as of 13 June 2011 for the sale and
purchase of all of the ordinary shares in PWF from PGW
to Heartland New Zealand. Heartland acceded to this
agreement as purchaser of the PWF shares by a deed of
accession dated 30 August 20m. The sale was completed
on 31 August 20m1.

Agreement for Sale and Purchase of Loans No.

PWF, PGW Rural Capital Limited and PGW entered into
an Agreement for Sale and Purchase of Loans No. 1 dated
30 August 20m. This agreement was in connection with
the sale of all of the ordinary shares in PWF, from PGW
to Heartland, where PWF agreed to sell certain finance
contracts and receivables to PGW Rural Capital Limited, a
wholly owned subsidiary of PGW.

Agreement for Sate and Purchase of Loans No. 2

PWF, PGW Rural Capital Limited and PGW entered into
an Agreement for Sale and Purchase of L.oans No. 2 dated
31 August 2011, This agreement was In connection with
the sale of all of the ordinary shares in PWF, from PGW



to Heartland, where PWF agreed to sell certain finance
contracts and receivables to PGW Rural Capital Limited, a
wholly owned subsidiary of PGW.

Deed of Defeasance {PWF Deposits)

PWF, New Zealand Permanent Trustees Limited, Heartland
and the Trustee entered into a Deed of Defeasance dated 30
August 2011 which sets out the terms on which Heartland
assumed liability for the deposits of PWF outstanding
under its then existing debt security trust deed.

Deed of Defeasance (PWF Bonds)

PWF, New Zealand Permanent Trustees Limited, Heartland
andthe Trustee enteredinto a Deed of Defeasance dated 30
August 201 which sets out the terms on which Heartland
assumed liability for the PWF Bonds outstanding under its
then existing bond trust deed.

Pending proceedings

There are no legal proceedings or arbitrations pending as
at the date of registration of this Prospectus that may have
a material adverse effect on the Heartland Group.

Issue expenses

The estimated expenses for the issue of the Deposits
pursuant to this Prospectus are $538,000 excluding
brokerage and commission but including Trustee, legal
and Auditor’s fees and printing costs. Details of brokerage
are set out below.

Brokerage

No brokerage or commission is payable by investors.
Heartland will pay brokerage (up to 0.50% per annum)
to NZX Primary Market Participants and other Heartland
accredited brokers. Heartland will pay commission (up to
0.85% per annum) to accredited agents.

Brokerage will be paid to brokers on the value of
applications lodged by them. Brokerage will also be paid
(at the rates prevailing at the time of renewal} on Deposits
whichare reinvested at the end of their fixed term, provided
the reinvestment advice bears the broker name/stamp.

Commission will be paid to agents based on growth in the
total value of applications lodged by them.

Heartland reserves the right to adjust brokerage or
commission on investments which are repaid early and
any other charges applicable te the Deposits.

Brokers are the agents of investors whom they advise.
Brokers are accredited by Heartland solely for the purpose
of lodging applications on behalf of their client investors.
Accordingly, Heartland is not responsible for the advice
given by such brokers. Heartland agents operate in
accordance with the Financial Advisers Act 2008, under
Heartland’s qualifying financial entity (QFE) status.

Ranking of securities

The Deposits offered undet this Prospectus are
debt securities which constitute direct, unsecured,
unsubordinated debt obligations of Heartland and the
Guaranteeing Subsidiaries and are not secured by a
morigage or charge. The Deposits will rank equally in all
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respects with all existing and future debt securities issued
by Heartland pursuant to the Trust Deed and without
priotity or preference amongst themselves and equally
withall otherunsecured and unsubordinated indebtedness
of Heartland, except indebtedness preferred by law.

As at 30 June 2011, the only securities of Heartland Group
that are secured by a mortgage or charge over any of the
assets of the Heartland Group and that rank in point of
security ahead of, or equally with, the Deposits subject to
the Offer were:

- the mortgages granted by VPS Properties securing
$2%,168,532 and VPS Parnell securing $7,330,000 to
Heartland which rank ahead of the Deposits®. As
these are an intra-group transaction they should
not affect the return to investors. Any amount
paid by VPS Properties and VPS Parnell under these
mortgages wilt be paid to MARAC so wilt be available
to repay Depositors.

a total of $1,593,247,000 Deposits and NZDX Bonds
on issue that rank equatly with the Deposits being
offered under this Prospectus.

Refer to the Summary of the Trust Deed section of this
Prospectus for more detail about permitted security interests
which can be granted by a Heartland Group member which
may rank ahead of, or equally with, the Deposits.

Other restrictions on the Heartland Group
Description of Trust Deed documents

The Deposits to be issued pursuant to the Offer will be
governed by the Master Trust Deed and the Supplemental
Deed (Accounts), each dated 29 October 2010 between
Heartland and the Trustee.

The Supplemental Deed referred to above and the Master
Trust Desd (except to the extent it is modified by that
Supplemental Deed) set out the terms and conditions of
the Deposits. Depositors are bound by, and are deemed to
have notice of, the provisions of the Trust Deed. A summary
of the terms of the Trust Deed is set out in the Summary of
Trust Deed section of this Prospectus. Copies of the Trust
Deed are available at the places referred to under the
heading “Places of inspection of documents™ below,

Limitation on mortgages, charges, liabilities

The Deposits are unsecured indebtedness of Heartland.
The Trust Deed imposes a limitation on the abitity of
Heartland and the Heartiand Group to grant security
over their assets (for further details refer to the Summary
of the Trust Deed section of this Prospectus). However
as the Deposits are and will in the future be unsecured,
the Trust Deed does not contain any limitations on the
creation of new mortgages or charges ranking in point of
security ahead of, or equally with, any mortgage or charge
securing the Deposits.

The Trust Deed also includes a covenant from Heartland
that the Capital Ratio for each of the Consolidated Group
and the Guaranteeing Group will be not less than 8% (as
each of those terms is defined in the Trust Deed), which
is consistent with requirements of regulations applicable
to NBDTs with a credit rating under the Reserve Bank Act.

32 The mortgages and the loans ware transferred fram Heartland to MARAC by vay of a deed of assignment of loans dated 19 September 201
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Duties and powers of the Trustee

The Trustee is appointed to act as trustee of the
Depositors. The principal duties of the Trustee under the
Trust Deed and under the Securities Act and the Securities
Regulations are set out in the Summary of Trust Deed
sectlon of this Prospectus.

Borrowing restrictions

‘The following restrictions on the ability of any member
of the Heartland Group to borrow (as a result of any
undertzking given, or contract or deed entered into by any
of them) will apply:

Trust Deed

There are na restrictions in the Trust Deed on the ability of
Heartland or the Heartland Group to borrow funds, other
than the financial covenants described in the Summary of
the Trust Deed section of this Prospectus.

Standby Cash Advances Facility Agreement

As at the most recent update to this Prospectus, Heartland
has a committed bank facility, to provide liquidity support
for the Heartland Group. Pursuant to the Standby Cash
Advances Facility Agreement entered into by Heartland
and MARAC with Bank of New Zealand and Westpac New
Zealand Limited:

Heartland undertakes to comply with certain financial
covenants (such as a tangible net worth covenant)
which may restrict levels of borrowing; and

Heartland undertakes not to enter into any further
borrowing facility with a registered bank, without
first obtaining written consent.

Investors should be aware that Heartland's banking
arrangements may change in the future or Heartland may
enter into new financing arrangements, which require
compliance with different covenants and ratios and have
different events of review and events of default. The banks
may grant waivers in relation to any event of review or
event of default.

Financial statements

The Heartland Group’s most recent annual audited
financial statements {for the year ended 30 June 2017)
may be obtained from Heartland’s website at
www.hearttand.co.nz or fromthe Companies Office website
at www.business.govt.nz/companies. The Heartland
Group’s most recent annual audited financial statements
(for the year ended 30 June 2017) were registered with the
Companies Office on 20 September 2o011.

Interim financial statements

The Heartland Group's audited financial statements for
the six months ending 31 December 20m are available on
Heartland’s website at www.heartland.co.nz.

Other terms of the Offer and securities

All of the terms of the Offer and all the terms cf the
Deposits are set out in this Prospectus, other than any
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terms implied by law or any terms set out in a document
that has been registered with a public official, is available
for public inspection and is referred to in this Prospectus.

Places of inspection of documents

The Rules of Heartland, the financial statements referred
to in the Financial information section of this Prospectus
and copies of the material contracts referred to under the
heading “Material contracts” above, may be inspected
(without charge) during normal business hours at the
registered office of Heartland set out in the Directory.

A copy of the RECL Management Agreement may be
inspected (without charge) during normal business
hours at the registered office of Heartland set out in the
Directory. The copy of the RECL Management Agreement
delivered to the Companies Office and the copy available
for inspection at Heartland’s registered office shall
exclude certain information in accordance with the
Securities Act (Pyne Gould Corporation Limited and
Building Society Holdings Limited) Exemption Notice 207.
Information has been redacted from Schedule 1 of the
copy of the RECL Management Agreement delivered to the
Companies Office and the copy available for inspection
because it is commercially sensitive information. The
excluded information is personal information relating to
third parties that is included in the RECL Management
Agreement for the purposes of identifying certaln loan
assets of MARAC which are to be managed by RECL
pursuant to the RECL Management Agreement.

The Directors of Heartland warrant that the exclusion
of the redacted information in Schedule 1 of the RECL
Management Agreement does not make this Prospectus
misleading in any material particular by a failure to refer,
or give proper emphasis, to any adverse circumstances.

Other material matters

Securities Act exemptions

Securities Act (Buillding Societies) Exemption
Notice 2002

The Financial Markets Authority (previously the Securities
Commission) has extended to Heartland certaln
exemptions from Securities Act and Securities Regulations
requirements granted to building societies under the
Securities Act (Building Societies) Exemptlon Notice 2002.
Under the Securities Act (Building Societies) Exemption
Amendment Notice 2010, Heartland is included as a
buitding society to which the exemption notice applies.

Securities Act (Pyne Gould Corporation Limited
and Building Society Holdings Limited) Exemption
Notice 2011

The Financial Markets Authority (previously the Securities
Commission) has granted Heartland New Zealand and
certain related entities (including Heartland) exemptions
from section 37A(1)(a) of the Securities Act, regulation
18(1)(2) of the Securities Regulations, clause 25(c)
of Schedule 1 and clause 19(c) of Schedule 2 of the
Securities Regulations, and regulation 26 of the Securities
Regulations. These exemptions are contained in the
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Securities Act (Pyne Gould Corporation Limited and Building Society Holdings Limited) Exemption Notice 2011.

The effect of this exemption notice (to the extent relevant to this Prospectus} is that certain commercially sensitive
information may be omitted from the copy of the RECL Management Agreement which is required to be delivered to the
Registrar of Financial Service Providers for registration with this Prospectus (and any future prospectus registered by,
among others, Heartland) and made available for inspection.

There are no other material matters relating to the Offer, other than those set out in this Prospectus, the financial
statements referred to in the Financial Information section of this Prospectus or in contracts entered into in the ordinary
course of business of Heartland or the Guaranteeing Subsidiaries.

Directors’ statement

The Directors of Heartland, after due inquiry by them, are of the opinion that none of the following has materially and
adversely changed during the period between 30 June 207 and the date of registration of this Prospectus:

- the trading or profitability of the Borrowing Group;

the value of the assets of the Borrowing Group; or

- the ability of any of the Borrowing Group to pay their liabilities due within the next 12 months.

Signatures required under the Securities Act

A copy of this Prospectus has been signed by each Director of Heartland (or his or her agent authorised in writing).

Directors of Heartland:

Bruce Robertson irvine

Edward John Harvey

/ '

Gary Richard Leech

Michelle Anne Smith

Bryan William Mogridge Resigned 28 October 201

Jeffrey Kenneth Greenslade

Graham Russell Kennedy

Christopher Robert Mace

NN

Geoffrey Thomas Ricketts
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Statutory index

As required by regu lation 16 of the Securities Regulations 2009
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GLOSSARY

$, NZD or NZg
New Zealand dollars

Auditor
KPMG

Board
The board of directors of Heartland

Borrowing Group

Heartland and the Guaranteeing
Subsidiaries

Buifding Societies Act

The Building Societies Act 1965, as
amended from time to time

CBS Canterbury
Canterbury Building Society

Consolidated Group

Has the meaning given to it in the
Trust Deed

Depositor
A holder of a Deposit

Deposits

Debt securities issued by Heartland
under the Trust Deed to which this
Prospectus relates

Director
A member of the Board

Directory

The directory set out in this
Prospectus

GAAP

Generally accepted accounting
practice, as defined in the Financial
Reporting Act 1993

Glossary
This glossary of terms

Guaranteeing Group

Has the meaning given to it in the
Trust Deed

Guaranteeing Subsidiaries

MARAC, VPS Properties, VPS Parnell,
PWF and any other subsidiary

of Heartland which becomes a
guarantor under the Trust Deed

Heartland

Heartland Building Society
(incorporation number 2541477)
which is the issuer of the Deposits,
established under the Building
Societies Act

Heartland Group

Heartland and its subsidiaries from
time to time. As at 31 December
2011, these included MARAC, VPS
Properties, VPS Parnell and PWF

Heartland New Zealand

Heartland New Zealand Limited,
which is the ultimate holding
company of Heartland

investment Statement

The current investment statement in
respect of the Deposits

IRD
inland Revenue Department

IFRS

Internationat Financial Reporting
standards

MARAC
MARAC Finance Limited

MARAC Group

A profit oriented entity which
consists of MARAC, Heartland
(formerly MARAC) ABCP Trust 1 and
Heartland (formerly MARAC) PIE Fund

Master Trust Deed

The trust deed entered into between
Heartland and the Trustee on

29 October 2010 (a summary of
which is set out in this Prospectus)

Merger

The merger of the financial services
businesses of MARAC, CBS Canterbury
and Southern Cross, which was
completed on 7 January 2011

HEARTLAND progpectus Ne.3
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NEDT
Non-bank deposit taker

NZ GAAP

Generally accepted accounting
practice in New Zealand, as defined
in the Financial Reporting Act 1993

NZ IFRS

New Zeatand equivalents to
International Financial Reporting
Standards

NZDX

The market for debt securities,
operated by NZX

NZSX

The main board equity security
market, operated by NZX

NZX
NZX Limited

offer

The offer of Deposits pursuant to this
Prospectus

PGC
Pyne Gould Corporation Limited

PGW
PGG Wrightson Limited

Prospectus
This document

PWF
PGG Wrightson Finance Limited

PWF Bonds

NzDX quoted bonds originally issued
by PWF, liability for which was
assumed by Heartland as part of its
acquisition of PWF. These bonds
have been fully repaid

RECL
Real Estate Credit Limited

GLOSSARY
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GLOSSARY continsed

Reserve Bank

The Reserve Bank of New Zealand
constituted under the Reserve Bank
Act

Reserve Bank Act

The Reserve Bank of New Zealand
Act 1989, as amended from time to
time

Rules

The rules of Heartland registered
under the Building Societies Act, as
amended from time to time

Savings Account

A Deposit, the key features of which
are more particularly described in
Section 3 of this Prospectus under
the heading “Savings Accounts”

Securities Act

The Securities Act 1978, as amended
from time to time

Securities Regulations

The Securities Regulations 2009, as
amended from time to time

Southern Cross
Southern Cross Building Society

Standard & Poor’s or S&P

Standard & Poor’s (Australia) Pty
Limited

Supplemental Trust Deed
{Accounts) :

The supplemental trust deed
{accounts) entered intc between
Heartland and the Trustee on 29
October 2010, which is supplemental
to the Master Trust Deed

TEL
Trustees Executors Limited
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Term Account

A Deposit, the key features of which
are more particularly described in
Section 3 of this Prospectus under
the heading “Term Accounts”

Transactional Account

A Deposit, the key features of which
are more particularly described

in Section 3 of this Prospectus
under the heading “Transactionat
Accounts”

Trust Deed

The Master Trust Deed, the
Supplemental Trust Deed
{Accounts}, the supplemental trust
deeds governing bonds issued by
Heartland and/or the supplemental
trust deeds pursuant tg which the
Guaranteeing Subsidiaries become
guarantors

Trustee

TEL as trustee in respect of the
Deposits

VPS Parnell

VPS Parnell Limited, a subsidiary of
Heartland

VPS Properties

VPS Properties Limited, a subsidiary
of Hearttand
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SCHEDULE 1

EXPLANATION OF S&P CREDIT RATING SYSTEM

What is a credit rating?

A credit rating is a rating agency’s opinion of an institution’s ability to pay back in full and on time all the money they
have promised an investor. In Heartland’s case, this is the funds its investors have invested with it. In the case of the
Deposits, this is the funds Depositors have invested with it in relation to the Deposits.

Credit ratings are based on research and analysis by a ratings agency, which takes into account the financial history and
current financial position of the institution. Ratings are continuousty reviewed, although most ratings are subject to
annual review.

What is the scale used for credit ratings?

The S&P rating scale is shown below. The rating scale used by S&P represents the breadth of opinions about the
creditworthiness of anissuer. Generally a lower credit rating indicates a higher risk that an institution will “default” and
an investor will not get their money back in full and/or on time, as promised.

S&P’s long term issuer rating categories, from strongest creditworthiness to most vulnerable, are outtined below.

AAA Extremely strong: An obligor rated AAA has extremely strong capacity to meet its financiat
commitments. AAA is the highest issuer credit rating assigned by S&¥.

AA Very strong: An obligor rated AA has very strong capacity to meet its financial commitments.
1t differs from the highest-rated obligors only to a small degree.

A Strong: An obligor rated A has strong capacity to meet its financial commitments, but is
somewhat more susceptible to the adverse effects of changes in circumstances and economic
conditlons than obligors in higher-rated categories.

INVESTMENT GRADE

Heartland’s

Geditrstingsl  gag Adequate capacity: An obligor rated BBB has adequate capacity to meet Its financial
l:mf\:ﬂ::n?gm commitments. However, adverse economic conditions or changing circumstances are more
grade category likely to lead to a weakened capacity of the obligor to meet its financial commitments.

BB Less vulnerable: An obligor rated BB is less vuinerable in the near term than other lower-rated
obligors. However, it faces major ongoing uncertainties and exposure to adverse business,
financial, or economic conditions, which could lead to the obligor’s inadequate capacity to
meet its financial commitments.

B More vuinerable: An obligor rated B is more vulnerable than the obligors rated BB, but the
obligor currently has the capacity to meet its financial commitments. Adverse business,
financial, or economic conditions will likely impair the obtigor’s capacity or willingness to
meet its financial commitments.

cce Currently vulnerable; An obtigor rated CCC is currently vulnerable, and is dependent upon
favourable business, financial, and economic conditions to meet its financial commitiments.

SPECULATIVE GRADE

cc Currently highly vulnerable: An obligor rated CC is currently highly vulnerable.

D/SD Defautt/Selective Default: An obligor rated D (Default) or SD (Selective Default) has failed to
pay one or more of its financial obtigations (rated or unrated) when it came due.

Ratings between AA and CCC may be medified by the addition of a plus (+) or minus (-) sign to show relative standing
within the major rating categories.

“Investment grade” is broadly used to describe issuers and issues with relatively high levels of creditworthiness and
credit quality. In contrast, the term “noninvestment grade,” or “speculative grade,” generally refers to debt securities
where the issuer currently has the ability to repay but faces significant uncertainties, such as adverse business or
financial circumstances that coutd affect credit risk.
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In S&P’s long-term rating scale, issuers and debt issues that receive a rating of 'BBB-" or above are generally considered
by regulators and market participants to be “investment grade,” while those that receive a rating *BB+ or lower are
generally considered to be “speculative grade.”

If 38P anticipates that a credit rating may change in the coming 6 to 24 months, it may issue an updated ratings “outiook”
assessmant. An outlook assessment considers the potential direction of a long-term credit rating over the intermediate
term (typically six months to two years). An outlook assessment is not necessarily a precursor of a rating change. The
common rating outlook definitions are: Positive - means that a rating may be raised; Negative - means that a rating
may be lowered; Stable -~ means that a rating is not likely to change; and Developing ~ means a rating may be raised or
lowered.

S&P may also offer an opinion (termed a “CreditWatch™) as to whether a credit rating is likely to be upgraded {positive), -
downgraded {negative) or uncertain (heutral). It focuses on identifiable events and short-term trendsthat cause ratings
to be placed under special surveillance by S&P.

Additional information about Heartland’s rating

Heartland’s rating Is a ‘long term issuer’ rating which reflects Heartland’s creditworthiness over a time period of one
year or more. The rating also assesses Heartland’s capacity to repay in New Zealand dollars.

Where can | find more information?
The Reserve Bank has some useful information on credit ratings on its website www.rbnz.govt.nz.
Additional information can also be found on 58p's website www.standardandpoors.com.

Investors may also wish to engage an investment adviser for independent advice and Heartland encourages you te do so.

Two final things to note

Credit ratings are only one tool in assessing risk, and the Reserve Bank advises investors to seek more information on
making wise investment decisions. :

S&P's credit ratings are statements of opinion, not statements of fact or recommendations to buy, hold or sell any
securities. Accordingly, any user of credit ratings should not rely on any such ratings or other opinion issued by S&P in
making any investment decision. Ratings are based on information received by S&P.
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DIRECTORY

Issuer

Heartland Building Society (Heartland)

75 Riccarton Road
Riccarton
Christchurch 8om

T 0800 852020
F +6499278310

Directors of the Issuer

B R Irvine Christchurch {Chairman}
J K Greenslade Auckland

E J Harvey Auckland

G R Kennedy Ashburton

G R Leech Ashburton

C R Mace Auckland

G T Ricketts Auckland

M A Smith Christchurch

Legal advisers to the Issuer

Chapman Tripp

Level 35, ANZ Centre
23-29 Albert Street
Auckland 1140

T +649357 9000
F +64 9357 9009

Trustee for Depositors

Trustees Executors Limited
Level 5, 10 Customhouse Quay
Wwellington 6on

T +64 4 495 0995
F +64 4496 2052

Legal advisers to the Trustee

Buddle Findlay

State Insurance Tower
1 Willis Street
Wellington 6ot

T +64 4499 4242
F +64 44939 5141
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Auditor of the Issuer
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KPMG Centre
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F +6493675875

Tax advisers to the Issuer

Deloitte

Deloitte Centre
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HEARTLAND BUILDING SOCIETY
{“Society”)

Certificate pursuant to section 37A(1A) of the Securities Act 1978 in respect of the Society’s
registered Prospectus No.3 dated 27 September 2011 (as amended on 19 January 2012) (the
“Registered Prospectus").

We, the undersigned Directors of the Society hereby certify that in the opinion of all Directors
of the Society after due enquiry by them:

1. The financial position shown in the statement of financial position dated 30 June 2011
contained or referred to in the Registered Prospectus has not materially and adversely
changed during the period from the date of that statement of financial position to the
date of this certificate; and

2. The Registered Prospectus is not, at the date of this certificate, false or misleading in a
material particular by reason of failing to refer, or give proper emphasis, to adverse
circumstances.

Accompanying this certificate are audited interim financial statements as at 31 December 2011
for the 6-month period from the date of the statement of financial position contained or

referred to in the Registered Prospectus prepared in accordance with section 37A(1A)(d)(il) of
the Securities Act 1978.

DATED the 27" day of February 2012

This certificate is signed on behalf of all Directors of the Society by two Directors

Director

;g

AL

Director







HEARTLAND 5terim financial Statements

FaiGeg bacitts

INTERIM FINANCIAL STATEMENTS

For the six months ended 31 December 2011

Directars' Responsibility Statement . ; ; 2
Explanatory Foreword : 3
interim Sistemsnts of Comprehensive income ) ‘ 4
interim Statements of Changes in Equity 5
Interim Statemente of Financial Pesition 7
Intetim Statements ’ol Cash Flows 8
Notes to the Interim Financlal Statsments 9-44
Audi Report 45 -46

1 INTERIM FINANCIAL STATEMENTS



HEARTLAND (nterim Financial Statements

niseatadey

DIRECTORS” RESPONSIBILITY STATEMENT

The directers are responsible for ensuring that the interim financial statements give a true and falr view of the financial poslion of Heartland Bullding
Society (Parent) and Its subsidaries {Group) as at 31 December 2011 and the financial performance and cash flows for the period ended 31 December

2011.

The directors consider that the interim financial statements of the Group and the Parent have been prepared using appropriate accounting poficies
consistenlly applied and supporled by reasonable judgements and estimates and that all the relevant financial reperiing and accounting standards

have been followed.

The directors believe that proper accounting records have been kept which enable, with reasonable accuracy, the determination of the financial
postion of the Group and facilitate compliance of the financial statements with the Financial Reporting Act 1993.

The Board of Direclors of Heartland Building Society authorised the financial stalements set out on pages 4 to 44 for Issue on 16 February 2012.

For and on behalf of the Board

Director Director
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'EXPLANATORY FOREWORD

The financial statements presented are these of Heartland Building Society (Parent) and its subsidiaries (Group).

On 5 January 2011, the Broup was formad through the business combination of CBS Canterbury (CBS}), Southern Cross Building Society (SCBS) and
MARAC Finance Limited (MARAC). On 31 August 2011, the Group acquired PGG Wrightson Finance Limited (PWF).

From a legal perspectiva MARAC is a subsldiary of the Parent. Under New Zealand equivalents to International Financlal Repocting Standards (NZ
IFRS) MARAC was lreated as the acquirer of CBS and SCBS. The effect of this Is that the financlal slatements represent a continuation of the
MARAC business. :

As described In Note 1, the Group's comparatlve resuits for fhe period ended 31 December 2010 refiect the operations of MARAC Group, and for the
year ended 30 June 2011 reflect the results of the MARAC Group from 1 July 2010 fo 6 January 2011 and the resulls of the new Group from 7 January
2011 {o 30 June 2011, The six months ended 31 December 2011 Include the new Group results from 1 July 2011 onwards and the PWF result from
31 August 2011,

As described in Note 1, ths financisl statements represent a continuation of the MARAC business and the 31 December 2010 comparalive information
is that of MARAC. As such, the financial position at 31 December 2011 Is not direcily comparable 1o the financial positions at 39 December 2010 and
30 June 2011.

To assist users of the financial stalements, the financial position of the Group at § January 2011 (fallawing the merger of MARAC, CBS and SCBS) Is
set out below alongslde the financial posifions of the Group at 31 December 2011, 30 June 2011 and 31 December 2010 for comparative purposes,
For further detall of the & January 2011 financial poskian, refer to the Heart!and Bullding Society § January 2011 interim financlal siatements available
at www.hearlland.co.nz or from the Heartland Bullding Society registered office.

GROUP
31 Dec 2011 306 .Jun 2011 S Jan 2011 31 Dec 2010
$009 $000 $000 $000

Assets )
Cash and cash equivalents 118,564 267,034 285,675 78,549
Investments 24,309 17,834 21,540 -
Due from related parties 272 200 27,525 27,525
Investment praperties 68,083 34,489 2,182 2,182
Finance receivables 2075211 1,707,311 1,756,895 1,087,208
Operaling lease vehicles 35,333 32,727 38,005 38,005
Other assets 42,732 34,281 29,229 17,163
Intangible assets 21,981 21,602 21,729 1,433
Total assets 2,376,485 2,115,485 2,182,780 1,252,053
Liabllitles :
Bofrowings 1,088,661 1,787,824 1,845091 1,004,856
Trade and other payables 34,403 34,120 45,164 35,346
Total llabllities 2,019,954 1,821,644 1,891,155 1,040,002
Equity
Share capltal 180,774 134,774 184,574 55,000
Retained earnings and reserves 168,757 159,067 157,051 157,051
Total squity 356,531 293,841 251,626 212,081
Total equity and liabllities 2,376,485 2,115485 2,182,780 1,252,053
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INTERIM STATEMENTS OF COMPREHENSIVE INCOME

For the six months ended 31 December 20m

GROUP PARENT
6mthsto 6Gmthsto f2mthsto 6Emthsto 12mihs to
Doc 2011 Dec 2010 Jun 2041 Dec 2041  Jun 2011
NOTE $000 $000 $000 $000 §000

Interest income 5 101,768 67,820 161,287 27,051 30,898
Interest expense § 62,647 40,488 99,708 57,948 54,738
Net interest iIncome / {expense) 38,122 27,332 61,592 (30,897) {23,843)
Operating lease income 6 7.463 9,225 18,073 - -
Operating lease expenses 6 4,803 5,755 11,130 - -
Net operating lease income 2,660 3,470 6,943 - -
Lending and credit fee income 958 541 1,827 295 370
Dividends recelved - - - 55,708 -
Other income 2,257 39 718 144 179
Net operating income / {loss) 44,997 31,382 70,560 25,250 {23,254)
Selling and administration expenses 7 34,918 17,401 44,826 16318 9,934
Profit / {loss) before impaired asset expense and income tax 10,078 13,981 25,754 9,932 {33,228)
Impaired asset expense 29(a)(ii) 3,788 6,094 13,298 1,398 2,074
Profit / {loss) before jncome tax 6,290 7,887 12,456 8,534 {35,302)
Income tax (benefit) / expense 8 (3,932) 2,764 4,712 (18,776) {10,285)
Profit / {loss) for the period 10,222 5123 7,744 27,310 (25,017)
Other comprehensive income
Cash flow hedges:
Effective portion of changes in fair value, before income tax {826) 657 851 (124) -
Reserves:
Net change in available for sale reserve, before income tax (145) - 159 {145) 159
Net change in defined benefit reserve, before income tax (328) - 20 (328) 20
Income tax benefit / {expense) on other comprehensive income 364 197 (309) 167 (54)
Other prehensive {loss) /i for the period, net of income tax (835) 460 721 (430) 125
Total comprehensive income / (loss) for the period 9,287 5,583 8,465 26,880 {24,892)

All comprehensive income for the period is atirbutable to owners of the Group.

The notes on pages 9 to 44 are an integral part of these financial stalements.

The comparative resuits for the Group for the peniod ended 31 Pacember 2010 reflect the MARAC Group only. Refer to Note 1 for further information.
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INTERIM STATEMENTS OF CHANGES IN EQUITY

For the six months ended 31 December 2011

Avallable Defined j
Share for sale beneflt Hedging  Retalned Total

Capltal Reserve  Reserve Reserve  Earnings Equity
. NOTE S000 $000 $000 $000 $000 $000
Dec 2011 - GROUP
Balance at 1 July 2011 134,774 111 14 {1,388) 160,230 - 292,841

Total comprehensive Income for the period

Profit for {ha period .- - - - 10,222 10,222
Total other comprehensive ncome - {104) (236) (595) - {935)
Total compreheunsive income for the period X - {104} {236) (598) 10,222 9,287
Contributions by and distribuilons to owners

Issue of share capital 24 55,000 - - - - £5,000
Dividends to equity holders - - - - {1.597) {1,697)
Total transactions with 55,000 - - - (1,687) 53,403
Balance at 31 Decembar 20114 189,774 7 {222) {1.983) 188,955 356,531
Dec 2010 - GROUP

Balance at 1 July 2010 55,000 - - (1.984) 153,452 206,468
Total comprehensive income for the pariod

Profit for the period - - - - 5,123 5,123
Total other comprehensive income : - - - 450 - 480
Total comprehensive Income for the period - - - 460 5,123 5,583
Batance at 31 December 2010 65,000 - . - {1,624} 168,576 212,081
Jun 2011 - GROUP

Balance at 1 July 2010 66,000 - - (1,984) 163,462 205,468
Total comprehensive Income for the year

Profit for the year - - - - 7,744 7,744
Total other comprehensive Income - 111 14 8595 - 721
Total comprehensive Income for the year - 111 14 586 7,744 B,485
Contributions by and distributions to owners

Issue of sharg capital 79,774 - - - - 79,774
Dividends to equity hoklers . - - - (866) {B68)
Total transactions with owners 79,774 . - - . (866) 78,908
Balance at 30 June 2011 134,774 411 14 {1,388) 460,330 293,841

The notes on pages 9 to 44 are an Integral part of these financial siatements.

The comparative resulls for the Group for the period ended 31 Decamber 2010 reflact the MARAC Group only. Refer fo Note 1 for fusther information.
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INTERIM STATEMENTS OF CHANGES IN EQUITY

For the six months ended 31 December 2011

Avallable Defined

Share for sale benefit Hedging  Retained Totat
Capital Reserve Reserve Reserve  Earnings Equity
NOTE $000 $000 £000 §000 $000 $000
Dec 2011 - PARENT
Balance at 1 July 2011 284,043 111 14 . (25,883) 258,285

Total comprehensive income for the period

Profit for the pertod - - - - 27,310 27,310

Total other comprehensive income - {104) (238) (90) . (430}
Total comprehenslve Income for the period - {104) (236) (80} 27,310 26,880

Contributl by and it to owners

Issue of share capital 24 55,000 - - - - 55,000

Dividends to equity holders - - - - (1.597) (1.597)
Total transactions with owners 55,000 - - - {1,597) 53,403

Balance at 31 December 2011 338,043 7 (222) (89) (170) 338,568

Jun 2011 - PARENT

Balance at1 July 2010 - - - - . .

Total comprehensive income for the year

Loss for the year - - - - (25.17) {25,017)
Total other comprehensive income - 111 14 - - 125

Total comprehensive income for the year - 111 14 - {25,017) {24,892)
Contributions by and distributions to owners

Issue of share capital 24 284,043 - - - - 284,043

Dividends to equity holders - - - - (866) {866)
Total transactions with owners 284,043 - - - (8686) 283,177

Balance at 30 June 2011 284,043 111 14 - {25.883) 258,285

The notes on pages 2 to 44 are an Integral part of these financial statements.

The comparalive resulls for tha Group jor the period ended 31 December 2010 refiect the MARAC Group only, Refer to Note 1 for furtherinfarmalion.
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INTERIM STATEMENTS OF FINANCIAL POSITION

As at 31 December 20m

tatements

GROUP PARENT
Dec 2011  Dec 2010  Jun20{1 Dec 2011  Jun 2011

NOTE $000 $000 $000 $60a $000
Assets
Cash and cash squivalenis 11 118,564 78,549 267,034 100,708 245322
Investments 12 24,300 - 17,831 24,300 17,831
Due from related parties 2 272 27,528 200 1,072,843 740817
Investment properties 13 68,083 2182 34,499 - -
Finance receivablas 14 2075211 1,087,206 1,707,311 582,014 626,518
Operating lease vehicles 15 36,333 38,005 32,727 - -
Oiher assels 16 42,732 17,153 34,281 46,604 27,977
Investment In subsidiaries 17 - - " 302,282 204,289
intanglble assets 18 21,981 1,433 21,602 20,784 20,218
Total assets 2,376,485 1,252,063 2,116.486 2,149,544 1,882,950
Llabilitles
Borrowings 21 1,985,551 1,004,656 1,787,524 1,7968583 1,613,731
Trade and other payables 22 34,403 35,346 34,120 14,393 10,934
Total liabllitles 2,019,954 1,040,002 1,821,644 1,810,976 1,624,668
Equity
Share capital 24 189,774 55,000 134,774 339,043 284,043
Retained earnings and reserves 166,757 157,081 159,087 475) (25,758)
Total equity 356,531 212,051 283,841 338,568 258,285
Total equity and lablliitles 2,376,485 1,252,063  2,1154B6 2,149,544 1,882,980

The nates on pages 9 to 44 are an Integral part of thesa financial statements.

The comparative financlel position of the Group as ot 31 December 2010 refiect the MARAC Group only. Refer to Nate 1 for further infarmation.
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INTERIM STATEMENTS OF CASH FLOWS

For the six months ended 31 December 2011

GROUP PARENT
Dec 2011 Dec 2010 Jun 2011 Dec 2011 Jun 2014

NOTE $000 £$000 $000 $000 $000
Cash flows from operating activities
Interest received 97,875 63,627 152,011 25,930 29,000
Operating lease income received 6,392 7.377 14,367 - -
Proceeds from sale of operating lease vehicles 4952 9,621 15,384 - -
Lending, credit fees and other income received 3,215 2,814 4278 439 549
Net decrease in finance receivables . - - 44,720 42,404
Total cash provided from operating activities 112,434 83,439 186,041 71,088 71,953
Payments to suppliers and employees 33978 13,743 54,336 11,546 6,448
Interest paid 63,483 39,808 91,267 £9,902 48,858
Purchase of operating lease vehicles 10,794 14,869 18,201 - -
Net increase in finance receivables 24,453 40,800 18,417 - -
Total cash applled to operating activitles 132,708 108,217 183,221 71,448 55,306
Net cash flows (applied fo) / from operating activities 10 (20,274) {25,778) 2,820 {359} 16,647
Cash flows from investing activities
Proceeds from sale of investments - - 3,709 - 3,709
Proceeds from sale of finance receivables to related party 26 . . 39,764 - .
Total cash provided from Investing actlvitles - - 43,473 - 3,709
Purchase of office fit-out, equipment and Intangible assets 1,261 1,096 1,831 972 111
Purchase of investments 5,478 - - 6,478 -
Advance to subsidiaries - - - - 34,523
Purchase of subsidiary 34 24,898 - - 24,898 -
Purchase of investment property - 2,182 21,140 - -
Total cash applied to Investing activities 32,637 3,278 22,971 32,348 34,634
Net cash flows {applled to} / from Investing activities (32,637) (3,278) 20,502 (32,348) {30,925)
Cash flows from flnancing activities
Net increase in borrowings - 21,199 - - -
Net increase in share capital 55,000 - - 55,000 -
Total cash provided from financing activities 55,000 21,199 - 55,000 .
Dividends paid 1,597 - 866 1,597 866
Net decrease in borrowings 210,605 - 48,954 165,310 17,078
Total cash applied to financing activities 212,202 - 49,820 168,307 17,844
Net cash flows {(applied to} f from flnancing activities (157,202) 21,199 {49,820)  {111.907) {17.944)
Net decrease In cash held (210,113) (7,857) (26,498) (144,614) (32,222)
Opening cash and cash equivalents 267,034 86,406 86,406 245,322 -
Cash impact of business combination 34 61,643 - 207,126 - 277,544
Closing cash and cash equivalents 11 118,664 78,649 267,034 100,708 245322

The notes on pages 9 to 44 are an integral pari of these financial statements.

The comparative cash flows for the Group for the peniod ended 31 Decembar 2010 reflect the MARAC Group only. Refer to Note 1 for further information.
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NOTES TO THE INTERIM FINANCIAL STATEM ENTS

For the six months ended 31 December 20m

1 Reporiing entity

The Intesim financlal statements presented are the consolidated financial statements comprising Heertfand Bullding Society (Parent) and its
subsidiaries (Group).

On 5 January 2011:
o Alf of the assets and Rabilities of CBS Canterbury (CBS), Southem Cross Building Soclety (SCBS) (net of the shares held by SCBS
in CBS) and CBS Warehouse A Trust were amalgamated to form the Parent,
*  The borrowings of MARAGC Finance Limited (MARAC) were fransferred to the Parent.
s The shares In MARAC Finance Limited were iransferred to the Parent from MARAGC Financial Services Limited to form the Group.
+ Al of the assets and liabliities of Southern Cross Buflding Society Charltable Trust and CBS Canterbury Charitable Trust were
amalgamated into the Group.

From a legal perspective MARAC is a subsidiary of the Parent. Under New Zealand equivalents to Infernaticnal Fipancial Reporting Standards
(NZ IFRS) the merger was ireated as a reverse acquisition. The business combination was therefore accounted for as if MARAC acquired 72% of
the Parent.

As a result the Interim financial slatements represent a continuation of the MARAC busliness. Comparatives presented for the period ended 31
December 2019 are those of the MARAC Group only. Comparatives for the year ended 30 June 2034 reflect the total comprehensive income of
the MARAC Group from 1 July 2010 to 4 January 2011 and the resulls of the new Group from 5 January 2011 to 30 June 2011. From 1 July 2011
onwards the result reflects the new Group.

On 31 August 2011, the Parent acquired 100% of PGG Wrightson Finaace Limited (PWF) from PGG Wrighison Limited (PGW), refer to Note 34 -
Business Combinations for more Information,

The MARAC Group comprises MARAC, MARAC ABCP Trust 1 {(MARAC Trust), MARAC Retirement Bonds Superannualion Fund and MARAC
PIE Fund. The Group wound up MARAC Retirement Bonds Superannuation Fund with effect from 31 Oclober 2010,

As required by IFRS, the Group includes MARAC Tiust and CBS Warehouse A Trust collectively known as the Trusts. The assets securilised
into the Trusts continue to be recognised in the Group's Interim financial statements.

As required by IFRS, the Group includes Southemn Crogs Building Sociely Charliable Trust and the CBS Canterbury Charitable Trust.

All entities within the Group offer financlal services or are spaclal purpose entities. The Group operates and is domiciled In Mew Zealand, The
registered office address Is 75 Riccarton Road, Christchurch,

2 Basis of preparation
The financial statements presented here are for the following periods:
At 31 December 2011: 6 month period - Audited
Al 31 December 2010: & month period - Audited
AL 30 June 2011: 12 month perlod - Audited

(a

=3

Statement of compliance

The interim financial statements have been prepared in accordance with Generally Accepted Accounting Praclice in New Zealand (NZ GAAP) and
with the requirements of the Financial Reporting Act 1993. They comply with NZ IAS 34 Interim Financial Statements, New Zealand equivalents
to International Financlal Reporting Standards (NZ IFRS) and other applicable Financlal Reporting Standards, as appropeate for profit-oriented
enlilies, The interim financial stalements also comply wilh Infemational Financlal Reporting Standards (IFRS) Including IAS 34 as Issued by the
International Accounting Standards Board.

The Parent and all entities within the Group are profit-oriented entilies, excepl for the Southern Cross Buliding Sociely Charltable Trust and the
€8S Canterbury Charitable Trust. The Parent is a reporiing entity and an Issuer for the purposes of the Financial Reporting Act 1993 and its
inferim financial statements comply with that Acl, The interim financial statements have been prepared in accordance with the requirements of
the Building Societies Act 1085 and the Securilies Regulations 2008. -

{b) Basis of measurement
The Interim financlal statements have been prepared on the basis of historical cost, unless stated otherwise.

{c) F nal and pr lon currency and rounding
These Intesim financial statements are presented In New Zealand dollars which is the Group's functlonai cumency. Unless otherwise irldlcaled
amounts are rounded to the nearest thousand.

{d) Esti and judg t
The preparation of Interim financlal statements requires the use of management judgement, estimates and assumptions that effect reported
amounts. Actual results may differ from these judgements. For further Informallon about significant areas of estimation, uncertainly and critical
judgemants that have the most significant effect on the interim financial statements, cefer to Note 29 - Credit risk exposure.

{e) Going concern

“The interim financial statements have been prepared on a going concern basjs after considering the Parent's and Group’s funding and quuu.ﬂly
position,

9  NOTES TO THE INTERIM FINANCIAL STATEMENTS
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3 Significant accounting policies

{a) Consolidatlon of subsidiaries

(b

(c

{d

(e

-

-—

-

y

(g}

h

a

<=

Subsidiaries are entities that are controlled by the Group. Investments In subsldlary companles are recorded at cost by the Parent,

The consaolidated interim financial stalements are prepared by consolldating the interim financlal statements of the Parent and its subsidiaries. All
intercompany transactions, balances and unrealised profits are eliminated on consolidation,

Speclal purpose entities

Special purpose entities are created to accomplish a narow and well-defined objective such as the securitisation or holding of particular assets,
or the execution of a specific borrowing or lending transaction. The interim financlal statements of special purpose entities are included in the
Group's interim financial statements where the substance of the relationship Is that the Parent controls the special purpose entity.

Interest

Interest income and expense are recognised using the effective interest method in profit or loss. The effective Interest rate is established on Initia)
recognition of the financial assets and liabilities and is not revised subsequently. The calculation of the effective interest rate includes all yield
related fees and cammissions paid or received that are an integral part of the effective interest rate.

Interest on the effective portion of a derivative designated as a cash flow hedge is inilially recognised in the hedging reserve. [t is released to
profit or loss at the same time as the hedged item or if the hedge relationship is subsequently deemed to be ineffective.

Operating lease income and expense
Income from operating lease vehicles is apportioned over the term of the operating lease on a straight {ine basis.

Operaling lease vehicles are depreciated on a straight line basis over their expected life after allowing for any residual values. The estimated
fives of aperaling lease vehicles vary up 1o five years. Vehicles held for sale are not depreciated but are tested for Impairment.

Lending and credit fee Income
Lending and credit fee income that is integral to the effective interest rate of a financial asset or liability is included in the measurement of the
effective interest rate. Other lending and credit fee income is recognised as the related services are rendered,

Tax

Income tax expense

Income tax expense for the period comprises current and deferred tax. income tax expense s recognised In profit or loss except fo the extent that
it relates to items recognised directly in equity or other comprehensive income, in which case it is recognised in equily or cther comprehensive
income.

Current tax

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or substantively enacted at the reporting
date, and any adjustment to {ax payable in respect of previous perlods. Current tax for cumrent and prior periods is recognised as a liability (or
asset) to the extent that it is unpaid (or refundable).

Deferred tax
Deferred tax is recognised in respect of temporary differences between the financial reporting camrying amount of assets and liabilities and the
amounts used for tax purposes.

Deferred tax assets and fiabilities are measured at the tax rates that are expected to apply to the period(s) when the asset or liability giving rise to
them are realised or settled, based on the tax rates {and tax laws) that have been enacled ar substantively enacted by the reporting date. The
measurement reffects the tax consequences that would follow from the manner in which the Group, at the reporting date, recovers or settles the
carrying amount of its assets and liabilities,

Deferred tax assets, including those related to the tax effects of income tax tosses and credits available to be carried forward, are recognised only
to the extent that it is probable that future taxable profits will be available against which the deduclible iemporary differences or unused tax losses
and credils can be utilised. Deferred tax assets are reviewed each reporting date and are reduced to the extent that it is na longer probable that
the related tax benefit will be realised.

Current and deferred tax assets and liabilities are offset oniy to the extent that they relate to income taxes imposed by the same taxation authority
and there is a lega!l right and intention to settle on a net basis and it is allowed under tax law.

Management of capltal
The Group’s capital Includes share capitat, reserves and retalned earnings.

The Group's policy is to maintain a strong capltal base so as to maintain Investor, creditor and market confidence and to sustain future
development of the business. The Group has minimum capital requlrements which it is required to maintain in accordance with its Trust Deeds,
borrowing facilities and the Deposit Takers (Credit Ratings, Capital Ratios, and Related Party Exposures) Regulations 2010, The Group maintains
an appropriate buffer above these ratios and reports these to its Board of Directors monthly.

Cash and cash equlvalents
Cash and cash equivalents consist of cash and liquid assets used in the day to day cash management of the Group. Cash and cash equivalents
are carried at amortised cost in the Statements of Financial Position,

Finance recelvables

Finance receivables are inifially recognised at fair value plus incremental direct transaction costs and are subsequently measured at amortised
cost using the effective interest method, less any impairment loss.

NOTES TO THE INTERIM FINANCIAL STATEMENTS
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

For the six months ended 31 December 2011

3 Significant accounting policies (continued)

{) Operating lsass vehlcies
Operating tease vehicles are stated at cost less accumulated depreclatlon Profits on the sale of opersting lsaae vehicies are Included as part of
operating lease income. Current period depreclallon and losses on the sale of cperating lease vehicles are Incuded as part of operating leass

expenses.

{k} Derivative financial Instruments
Derivativé financial instrurnents are cantracts entered Into to reduce the exposure to fluctustions in Interest rates on varlable rate bormwings The
financial Instruments are subject 1o the risk thal market values may change subsequent 1o thelr acquisition; howsver such changes would be
offsat by corresponding, but opposite, effects on the variable rate borrowings being hedged. Derlvatives are Initially valued at falr value and
subsequently remeasured at falf value. Fair value movements of derivatives that are not designated in a qualifying hedge relationship, are
recognised In profit or loss.

Fair value movements of the efiective portion of a gualifying hedge derjvative, are recognisad direclly In other comprehensive Income and held In
the hedging reserve In equity. The amouni recognised In equity Is transferred to profit or loss in the same year as the hecdged cash flow affecls
profit or loss, disclosed in the same line as the hadged item. Any ineffective portion of changes In falr value of the derivative are recognised
immedietely in profit or loss. Fale value movaments of a derivallve designated as a falr value hedge are recognised directly in profit or loss
together wilh the hedged item. )

[{

=

Property, plant, equipment and depreciation
Land and bifiidings are measured at fair value. Falr value Is determined on the basis of independent valuations prepared by external valuation

experts, based on discounted cash flows or capitatisation of net income.

Any revaluation increase arlsing on the revaluation of land and bulldings s credited to the assot revaluation reserve, except to the extent that i
reverses a revaluation decrease for the same asset previously recognised as an expense In profit or loss, In which case the Increase is credited to
profit or loss to the extent of the decrease previously charged. A decrease in carrying amount arising on the revaluation of land and buildings Is
charged as an expense to the extent that It exceeds the balance, if any, held In the assel revaluation reserve relating to a previous revaluation of
that asset.

Depreciation on revalued bulidings Is charged to profit or loss, On the subsequent sale or retyement of a revalued property, the atfributable
revaluation surplus remaining in the asset revaluation reserve, net of any relatad deferred taxes, Is transferred dlrectly to retained eamings,

Other ffemns of property, plant and equipment are stated at cost less accumulated depreciation and impairment. Depreciation is calculated on a
straight line basis 50 as o write off the net cost or ather ravalued amaunt of each asset over its expacied useful life 1o its estimated residual

value,

The folfowing annual rates are used in the calcutation of depreciation:
Buildings 1.0% - 4,0%
Fixtures and fittngs 5.5% - 36.0%
Office equipment and fumiture . 6.0% - 30.0%
Computer aquipment 16.2% - 48.0%
Motor vehicles i 21.0% - 26.2%

{m) Investment properties
Investiment propetties have been acguired through the enforcement of security over finance receivables and are held to earn rental income or for
capltal appreciation {or both). Investment properly is initiafly recognised at its fair value, with subsequent changes In fair value recognised In profit
or loss.

Falr values are supporled by independent valuations or other similar external evidence, adjusted for changes in market conditlons and the time
since the last valuation.

{n) Investments
* The Parent and Group hold investments in local authorily stock, public securities and corporate bonds. Invesiments held are classified as being
avallable for sale and are stated at fair value less impairment. The fair values are derived by reference to published price quotafions In an active

market,
(o) Financlal assets and llabilities
Classification
Flnancial assets and Habilities are classified in the following accounting categories:
cl i i Agcounting category
Cash and cash equivalants Loans and receivables
Investments .. Avallable for sale
Due from related parties ) Loans and receivables
Finance raceivables Loans and receivables
Other financial assets Loans and recelvables
Borrowings : Other tabliities at amortised cost
Qther financial fabfitles : Other tabilifes at amoriised cost
. Derlvalives Held for frading (or qualifying hedges as described in Note 3(k))

Recognition

The Group initially recognises finance receivables, borrowings and subordinated liabilities on the date that they are originated. All other financial
assets and labifitles (inchiding assets and llablliities designated at fair value through profit or ioss) are Initially recognised on the frade date at
which the Group becomes a party to the contractual provisions of the instrurent.

NOTES TO THE INTERIM FINANCIAL STATEMENTS
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Slgniflcant accounting pollcles {continuad)
Financlal assets and llabllitles (continued)

Derecognition

The Group derecognises a financial asset when fhe contractual rights to the cash flows frorn the asset expire, or it transfers the righis 1o receive
the coniractual cash flows on the financial assel in a transaction in which substantially &)l the sisks and rewards of ownership of the financial asset
are transferred. Any interest in transferred financial assets that is crealed or retained by the Group Is recognised as a separate asset or liability.

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or expire,

The Group enters into transactions whereby it transfers assels recognised on its Statements of Financial Position, but retains either all risks and
rewards of the transferred assets or a portion of them. If all or substantially all risks and rewards are retained, then the transferred assets are not
derecognised from the Statements of Financlal Position. Transfers of assets with the retention of all or substantially all risks and rewards include,
for example, securitised assets and repurchase transactions.

Impaired assets and past due assets
Impaired assets are those loans for which the Group has evidence that it will incur a loss, and will be unable to colfect all principal and interest
due according to the contractual ferms of the loan.

The term collectively impaired asset refers to an asset where an event has occurred which past hislory indicates that there is an increased
possibility that the Group will not callect all its principal and interest as it falls due. No losses have yet been identified on these individual loans
within the collectively impairad asset grouping, and history would indicate that only a small portion of these loans will eventually not be recovered.
The Group provides fully for its expected losses.

Restructured assels are assels whete the Group expects to recover all amounts owing afthough the original terms have been changed due {o the
counterparly's difficulty in complying with the ariginal terms of the conlract and the amended terms are not comparable with similar new lending.
In order to be classified as a restructured asset, following restructuring, the return under the revised terms Is expected to be equal to or greater
than the Group's average cost of funds, or a loss is not otherwise expected to be Incurred.

Past due but not impaired assets are any assets which have not been operated by the counterparty within their key terms bul are not considered
fo be impaired by the Group.

Bad debts provided for are written off against individual or collective provisions. Amounts requirad to bring the provisions to their assessed levels
are recognised in profit or loss. Any future recoveries of amounts provided for are taken to profit or loss.

For further information about credit impairment provisioning refer to Note 29 - Credit risk exposure.
Intangible assets

Goodwill

Goodwill arising on acquisition represents the excess of the cost of the acquisition over the Group's interest in the fair value of the identifiable net
assets and contingent liabilities. Wnen the fair value of ihe identifiable net assets and confingent liabilities exceeds the cost of an acquisition, the
resulting discount is recognised immediately in profit or [oss for the year. Goodwill Is tested for Impalrment at least annually, and is carried at cost
less accumulated impairment losses,

Computer software

Software acquired or internally developed by the Group is stated at cost less accumulated amortisation and any accumulated impairment lasses.
Subsequent expenditure on software assets is capitalised only when it increases the future economic value of that asset, Amorisation of
software s on a siralght line basls, at rates which will write off the cost over their estimated economic fives of three to four years. All olher
expenditure is expensed as required.

Goods and services tax (GST)

Revenues, expenses and assels are recognised net of the amount of GST. As the Group is predominantly Involved in providing financial
services, only a proportion of GST pald on inputs is recoverable. The non-recoverable proportion of GST is treated as part of the cost of
acquisition of the asset or Is expensed,

Provislons
A provision Is recognised if, as a result of a past event, the Group has a present legal or constructive obligation ihat can be estimated reliably, and
it is probable that an outflow of economic benefits will be required to seftle the obligation,

Employee benefits

Annual leave enfitlements are accrued at amounts expected to be pald. Long service leave is accrued by calculating the probable future value of
entittements and discounfing back to present value. Obligations to defined contribution superannuation schemes are recognised as an expense
when the contribution is paid.

Defined benefit plan

The cost of providing benefits for defined benefit superannuation plans is deterrnined using the Projected Unit Credit Method. Actuarial gains and
losses are recognised In full In the period in which they occur by way of a movement in the defined benefit plan reserve, and are presented in the
Interim Staternents of Changes in Equity.

Past service cost is recognised immediately to the extent that the benefits are already vested, and otherwise is amorised on a straight-line basis

over the average period until the benefit becomes vested. The defined benefit obligation Is deducted from the falr value of the defined benefit
ptan asset to derive the defined beneit plan surplus recognised In the Interim Statements of Financial Position.

NOTES TO THE INTERIM FINANCIAL STATEMENTS
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

for the six months ended 31 December 2011

3 Significant accounting poficies {continued)

{v) Borrowings
Bank borrowings, deposits and debenture stock are initially recognised al fair value including incremental direct transaclion costs. They are
subsequently measured at amortised cosl using the effective interest method.

{w} Share schemes
The Croup provides benefits to staff in the form of share based payments, whereby stafl provide services in exchange for shares. Currently in
place is a discretionary share scheme and an executive share scheme, refer to Note 33 - Staff share ownership arrangements.

Under both of these schemes Heartland New Zeatand Limited and the previous uflimate parent, Pyne Gould Corporation Limited undertake to
transfer a specific number of i{s shares to various key staff at a specified future date on that staff member achieving certain criteria. The shares
are [ssued at a price agreed by the directors and held In trust until all the condiions are salisfiad. The expected benefit is expensed over the
periods over which any condilions are required o be met. )

Interim Statements of Cash Flows )
The Stalements of Cash Flows have been prepared using the direct method modified by the netling of certaln cash flows, in order to provide more
meaningfut disclosure. Cash and cash equivalents consist of cash and liquid assets used In the day o day cash management of the Group.

(x

—

[y} Changesin ting polici
There have been no material changes In accounting pelicies in the current period.

{z) New standards and Interpretations not yet adopted '
A number of new standards, amendments 1o standards and interpretations are not yel effective for the period endad 31 December 2011, and have
not been applled In preparing these Interim financlal statements. The new standards identified which may have an effact on the Interim financial

slatements of the Group are:
Effective  Expected
for annual fo he
periods Initialiy
baginning applied in
on or year
Standard and descripition arter: ending:

NZ 1AS 12 income Taxes, which introduces a presumptlion that an investment preperty Is recovered entirely through 1 January 30 .June

sale, 2012 2013
NZ IAS 1 Presentation of Financial Statements, which requires an entily to present separately the items of other 1 July 30 June
comprehensive income that would be reclassified to profit or loss In the future if certain conditions are met. 2012 2013
NZ IFRS 10 Consolidated Financial Stalements, which Infroduces a new approach to determining which Investees 1 January 30 June
should be consolfidaled and provides a single model to be applied in the control analysls for all Investees. 2013 2014
NZ [FRS 13 Fair Value M , which defines {air value, and establishes a framework for measuring fair value 1 .January 30 June
Including disclosure requirements, 2013 2014
NZ IFRS 12 Disclosure of Interests In Other Entities, which contains the disclosure requirements for entities that have 1 January 30 June
interests In subsldiaries, Joint anrangements, associates andfor unconsolidated structured enfilies, 2013 2014

NZ IAS 19 Employee Benefils, which requires actuarial gains and losses to be recognised immediately in other 3 January 30 Juae
comprehensive income and the expected return on plan assets recognised In profit or loss to be calculated based on 2013 2014
the rale used o discount the defined benefit obligation.

NZ JFRS 9 Finenclal Instruments, which specifies how an entity should classify and measure financial assets and 1January 30 June

liabilities. 2013 2014
NZ 1AS 27 Consolidaled and Separate Financlal Statements, which carries forward existing accounting and disclosure  f January 30 June
requirements with minor clardfications, B 2013 2014

Inltial application of the above standards and inferpretations relevant fo the Group are not expecled to have any malerial impact on the financial
statements of the Group.

4 Segmental analysis
Segment Information is presented in respect of the Group's operating segments which are those used for the Group's management and intemat
reporting stucture. During the six months ended 31 December 2011, the operating segments were restructured to amalgamate Retal and
Consumer inte one segment. The comparative periods have been restated to align with the new operating segments,
All income received is from axtemal sources, except those transactions with related parties, refer o Note 26 - Related party transactions. Certain

selling and adminlistration expenses, sich as premiges, (T and support centre costs are not allocated to operating segments and are inciuded in .
Other.
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4 Segmental analysis (continued)

Operating segments
The Group operates predominantly within New Zealand and comprises the following main operating segments:

Retail and Consumer Providing a comprehensive range of financial services to New Zealand families,
including iransactional and savings based deposit accounts together with residential
mortgage lending and molor vehicle finance.

Business Providing term debt, plant and equipment finance, commercial mortgage lending and
working capital solutions for small-te-mediem sized New Zealand businesses.

Rural Specialist financial services to the farming sector primarily offering livestock, rural
mortgage lending, seasenat and working capital financing, as well as leasing solutions
to farmers,

Non.cors Property Funding non core property assets of MARAC, SCBS and CBS.

Retail & Business Rural  Non-core Other Totat
Consumer Property
$000 $000 $000 $000 $000 $000
Dec 2011
Interest income 47,920 24,788 17,703 7.217 4,141 101,769
Interest expense 29,377 14,858 9,850 5,664 2,808 62,647
Net interest income 18,543 8,930 7.853 1,653 1,243 38,122
Net operating lease income 2,651 9 - - - 2,660
Net other income 566 13 33 2,145 458 3,215
Net cperating income 21,760 9,952 7,886 3,698 1,701 44,997
Depreciation and amortisation expense - - . - 952 952
Other selling and adminisiration expenses 6,478 2,723 2,698 3,240 18,828 33,067
Selling and administration expenses 6,478 2,723 2,698 3,240 19,780 34,919
Profit / {loss) before impaired asset expense and income tax 15,282 7,229 5,188 458 {18,079} 10,078
Impaired asset expense 365 1,745 54 1624 - 3,788
Profit{ {loss) before income tax 14,917 5484 5134 (1,166}  {18,079) 8,200
Income tax benefit - - - - (3,932) {3.932)
Profit / {loss) for the peried 14,917 5,484 5,134 {1,166) {14,147) 10,222
Total assets 1,014,138 518,502 466,401 169,587 207,857 2,376,485
Total llabilities - . . - 2,019,954 2,019,954
Total equity - - - - 356,531 356,531
Dec 2010
Interest income 35,385 30,734 102 - 1,599 67,820
interest expense 21,601 17,741 54 - 1,082 40,488
Net interest income 13,784 12,993 48 - 507 27,332
Net operaling lease Income 3,415 55 - - - 3,470
Net other income 292 2 - - 286 580
Net operating income 17,491 13,050 48 - 793 31,382
Depreciation and amariisation expense - - - - 527 527
Oiher selling and administration expenses 2,371 1.839 115 - 12,649 16,874
Selling and administration expenses 2,371 1,839 18 - 13,076 17,401
Profit / {loss) before impaired asset expense and income tax 15,120 11,211 {67) - {12,283) 13,981
Impalred asset expense 17 6,077 - - - 6,084
Profit ! (loss) before Income tax 15,103 5134 {67) - {12,283) 7,887
Income tax expense - - - - 2,764 2,764
Profit/ (loss) for the period 15,103 5,134 (67) - {15,047} 5,123
Total assets 653,238 490,662 8,816 - 99,317 1,252,053
Total liabifities - - - - 1,040,002 1,040,002
Total equity - - - - 212,051 212,051

The comparative noles for the Group for the period ended 31 December 2610 reflect the MARAC Group only. Refer lo Note 1 for further information.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

For the six months ended 21 December 2011

4 Segmental analysls (continued)

Retall & Business Rural Non-core Other Total
Consumer Property )

§000 $000 $000 $000 $000 000

Jun 2011
Interest income ©0,280 39,178 4,242 18,005 7.782 161,297
Interest axpense 56,972 22,040 2,599 10,637 7.487 99,705
Net Interest income 33,308 17,138 1,643 9,168 336 61,582
Net operating lsase income 6,823 120 - - - 6,943
Net other Income 543 21 - 542 939 2,045
Net operating Income 40,674 17,279 1,643 9,710 1,274 70,680
Depreciation and amortisation expense . - - - 1,482 1.482
Other selling and administration expenses 8,996 3,983 1,048 1,986 27,331 43,344
Selling and administration expenses 8,996 3,983 1,048 1,988 28,813 44,826
Profit  (loss} befora Impalrad asset expense and income tax 31,678 13,296 585 7,724 {27,539) 25,754
Impalred asset expense 2,829 7,185 510 2,764 - 13,298
Profit / {loss) before Income tax 28,848 8,101 8% 4,960 (27,539) 12,456
Incorme tax expense - - - - 4,712 4,712
Profit / (loss) for the peried 28,849 8,101 85 4,960 {32,251) 7,744
Total assets 1,035,118 476,367 75861 157,091 340,948 2,115,485
Total llabilitles - - - = 1,821,644 1,821,644
Total equlty - - - - 293,841 293,841

MARAC Group did not previously report on the Non-core Property segment, as a result there are no comparatives included In the Non-core

Property segment for December 2010.

5 Net Interest income

GROUP PARENT
Dec 2011 Dec 2090 Jun 2011 Dec 2011 Jun 2011
$000 _§000 $000 $000 $000

Interest income
Cash and cash equivalents 3,641 1,087 6,770 3,359 5,708
Finance recalvables 98,128 66,654 154,527 22,418 23,900
Derivatives held for risk management:
- Net interest income on cash flow hedges - 79 - 1,274 1,287
Total interest {(ncome 101,769 67,820 161,297 27,051 30,895
interest expense
Retall daposits and debenture stock 52,010 29,977 78,327 52,004 48,330
Bank and securitised borrowings 10,634 10,511 21,332 5,944 6,408
Derjvatives held for risk management:
- Net interest expensa on cash flow hedges 3 - 46 - -
Total interest expense 62,647 40,488 99,708 57,948 54,738
Net interest Income 39,122 27,332 61,692 {30,897) {23,843)

Included within the Group's Interest income on finance receivables is $1,584,000 (December 2010: $2,628,000, June 2011: $5,802,000) on
Individually Impairec assets. Included within the Parent's Interest income on finance receivables Is $1,109,000 (June 2011: 1,540,000) on

Individuatly impafred assets.

6 Net operating lease income

GROUP PARENT
Dec 2011 Dec 2010 Jun2011 Dec 2011  Jun 2011
$000 $000 $000 $000 $000

Operating lease income
Lease Income 8,309 7.610 14,277 - -
Galn on disposal of lease vehicles 1,154 1,615 3,796 - -
Total operating lease Income 7,463 8,225 18,073 - -
Operating fease expense
Depreciation on lzase vehicles 4,390 5457 10,490 - -
Direct lease costs 413 298 640 - -
Total operating lease exj 4,803 5,755 11,430 - -
Net operating lease Income 2,680 3,470 6,943 - -

The comparative noles forthe Group for the period ended 31 December 2010 reflect ihe MARAC Group only. Relerto Nalé 1 for funther informetion.
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7 Selling and ad ation exp
GROUP PARENT
Dec 2041 Dec 2010  Jun 2011 Dec 2011 Jun 2011
NOTE $000 $000 $000 $000 $000
Personne! expenses 18,530 7.208 21,747 7,423 4,061
Director's fees 87 - - 87 -
Superannuation 240 119 302 58 30
Audit fees 176 118 386 149 247
Audit related fees 26 42 59 26 28
Amortisation - intangible assels 18 569 aso 978 87 187
Depreciation - property, plant and equipment 19 383 177 504 270 186
Operating Jease expense as a lessee 834 442 1277 400 357
Legal and professianal fees 2,939 3,321 6,632 1,050 1,869
QOther operating expenses 11,135 5,534 12,941 5,768 3,169
Total selling and admInistration expenses 34,919 17,401 44,826 45,318 9,934
Audil related fees include professional fees in © tion with trusiee reporting, due diligence, review of prospectus documentation for various
Group entities, accounting advice and review work completed.
Heartland New Zealand Limited has paid some Director's fees on behalf of the Parent.
8 Income tax expense
GROUP PARENT
Dec 2011 Dac 2010 Jun 2011 Dec 2011 Jun 2013
$000 $000 $000 $000 $000

Current income tax expense
Current period (1.642) 3178 2136 (15,322) (9.914)
381

Adjustments for prior perlod - - 381 -

Deferred tax expense / (benefit)

Origination and reversal of temporary differences 3,511 (395) 2,278 2,347 (397)
Tax legislation change (6,182) 17 208 (6,182) 26
Total income tax expense { (benefit) {3,932) 2,764 4,712 {18,776) {10,285)
Reconcliiation of effective tax rate

Prafit / {loss) before inceme tax 6,290 7,887 12,456 8,534 {35,302}
Prima facie tax at 28% (Dec 2010, Jun 2011: 30%) 1,761 2,366 3,737 2,300 (10,591)
Plus tax effect of ilems not taxable / deductible 108 415 677 233 280
Adjustments for prior period 381 - - 381 -
Dividends received - - - {15.598) -
Tax legislation change (6,182) {an 298 (6,182) 26
Total Income tax expense / {benefit) (3,832) 2,764 4,712 (18.776) {10,285)

In May 2010, leglslation was passed to reduce the New Zealand corporate tax rate from 30% to 28%, effective for the 2012 income tax year. The
tax effect in prior periods (December 2010: ($17,000); June 2011: $298,000) is the impact on the value of deferred tax assets and fiabilities as a
result of the reduction in the corporate tax rate for the financial year commencing 1 July 2011.

On 17 August 2011, Pariament enacted The Taxation (Tax Administration and Remedial Matters) Bili which contains a retrospective legistative
change in relalion to mergers of building societies. The result is that the $8,182,000 benefit of fulure tax deductions which were lost on the
merger of MARAC, S8CBS and CBS are now available 1o entities in the Heartland New Zealand Consolidated (Tax) Group, and cash that woutd

otherwise have been required to pay tax will now be available to the Group.

8 Imputation credit account

GROUP PARENT
Dec 2011 Dec 2016  Jun 2011 Dec 201t  Jun 2011
$000 $000 $000 $000 $000
Balance at beginning of pericd - 33,545 33,515 - -
Imputation credits forfeited on shareholding change - - (33,507) - -
Tax paid net of refunds - - ®) - -
Balance at end of period - 33,515 - - -

The comparaiive notss forthe Group for the periad ended 31 December 2010 reflact the MARAC Group only. Refer to Note 1 for further informaltion.
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For the six months ended 31 December 201

10 Reconcllfation of profit / (loss) after tax to net cash flows from operating activitles

GROUF PARENT
Dec 2011  Dec 3010 Jun 2011 Dec 2011 Jun 2011
$000 $000 $000 $000 $000
Profit / (loss) for the perlod 10,222 5,123 7,744 27,310 . {26,017)
Add / (less) non-cash ftems:
Daprecistion and amortisation expense 952 §27 1,482 357 373
Impaired asset expense ) 3,788 6,084 13,208 1,398 2,074
Defered tax (benefit)  expense ) (2.475) 395 2,897 {4,119) (371)
Derivative financlal instruments revaluafion (992) 192 5418 (751) 5,059
Accruals 822 - 22 1,567 563 138
Dividends received - - - (65,708) -
Total non-cash ltems 2,095 7,230 24,863 {58,260) 7,273
Add / (less) movements In working capital iterns:
Other assets (4,041) 981 {10,163) 107 {890)
Current tax - (2,166) (1,323) 4,733 14,793) (9,866)
Other liabliitles 1,689 (1.483) (2,174) 2,734 4,788
Total movements In working capital items (6.518) {1.828) {10,604) (11.852) (6.668)
Add { (fless) items classified as investing aclivilies:
Gain on sale of assets and investments - 1 - - -
Total Rems classified as investing activities - 1 - - -
Net cash flows from / (applied to) operating activities before
movements in finance recelvables and operating lease vehicles 6,799 10,529 21,803 42,90 312
Movements in operating lease vehicles (2,608} 4,885 10,188 - -
Movements In finance receivables (24467 (41,192) (29,151) 42,543 40,959
Net cash flows {applied 10) / from opersting actlvities (20,274) (25,778) 2,820 (359) 16,647
41 Cash and cash equivalents
o GROUP PARENT
Dec 2011  Dec2010  Jun 2011  Dec 2011 Jun 2011
$000 $000 $000 $000 $000
Cash and cash equivalents 108,525 74,062 251,204 97,646 243,955
Cash and cash equivalents - securitised 9,038 4,487 15,830 3,062 1,367
Total cash and cash equivalents 118,564 78,549 267,034 100,708 245,322
Cash and cash equivalents are short term funds held with New Zealand registered international banks.
12 Investments
GROUP PARENT
Dec 2011 Dec 2010  Jun 2041 Dec 2011 Jun 2011
$000 $000 $000 $000 $000
Public securities and corporate bonds 24,309 - 16,833 24,309 16,833
Local autharity stock . - 298 . 998
Total Investments 24,309 « 17,831 24,309 17,831
13 Investment properties
GROUP PARENT
Dec 2011 Dec 2010  Jun 2091 Dec2011  Jun 2041
$000 $000 $000 $000 $000
QOpening balance 34,499 - - - -
Acquisitions 23,584 2,182 34,499 - -
Closing balance 58,083 2,182 34,498 - -

From 31 December 2010, the Group (through VPS Properties Limited and VPS Pamell Limited) began acquiring investment propertles as a result
of enforcement of sacurity over finance recelvables. The acquisitions by VPS Properties Limited and VPS Pamell Limited were funded by
advances from the Society and MARAC v those acqulring entities, These advances are covered by the RECL management agreement. The
carrying amount of investment properties at 37 December 2011 is the fair value based on independent valuations and ather similar external
evidence, adjusted where necessary o take Into account market movements since the date of valuation. Refer to Note 26 - Related party

transactions for further detall.

During 1he period to 31 December 2011, the Group recognised rental income of 32.135.000 {December 2010: nil; June 2011: §542,000), direct
operating expenses of $1,516,000 (December 2010: nil; Juna 2011: $148,000) arising from westment property thet generated rental income and
direct operating expenses of $55,000 (December 2010: nll; Jurie 2011: nil} arising from invesiment property that did not genarate rental income.

The comparative noles forthe Group for the period ended 31 December 2010 reflect the MARAC Group only. Refer o Note 1 for further information.
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14 Finance receivables
GROUP PARENT
Dec 2011  Dec 2010 Jun 2011 Dec 2011 Jun 2011
$000 $000 $000 $000 $000

Non-securitised
Gross finance receivables 1,817,639 853,187 1,535,183 515,800 615,149
Less atfowance for impairment 28,668 27,236 37,565 15,470 20,762
Total non-securitised finance receivables 1,788,971 925,951 1,497,618 500,130 594,387
Securitised
Gross finance receivables 286,952 162,189 210,425 81,884 32,131
Less allowance for impairment 712 934 732 - -
Total securitised finance recelvables 286,240 161,255 209,693 81,884 32,134
Total finance receivables 2,075,211 1,087,206 1,707,311 §82,014 626,518

Refer to Note 34 - Business Combinations for information about the acquisition of finance receivables.

15 Qperating lease vehicles

GROUP PARENT
Dec 2011 Dec20M0  Jun 2011 Dec 2011 Jun 2011
$ano $000 $000 $000 $000
Cost
Opening balance 47,230 60,264 60,264 - -
Additions 10,794 8,578 11,910 - -
Disposals (7876)  (15490)  (24,944) - -
Closing balance 50,148 53,352 47,230 - -
Accumulated depreciation
Cpening balance 14,503 17,369 17,369 - -
Depreciation charge for the period 4,390 5,457 10,480 - -
Disposals (4,078) (7,479)  (13,356) - -
Closing balance 14,815 15,347 14,503 - -
Opening net book value 32,727 42,895 42 895 - -
Closing net book value 35,333 38,005 32,727 - -
16 Other assets
GROUP PARENT
Dec 2011  Dec 2010 Jun 2011 Dec 2011 Jun 2011
NOTE $000 $000 $000 $000 $000
Derivative financial assets 23 2823 4,995 3,048 2,823 3,048
Trade recejvables 7,858 2,165 3,351 1,117 1610
Current tax 1,763 - - 25,501 10,708
Prepayments 12,517 2,231 13,100 3,193 2807
Property, plant and equipment 19 10,031 557 10,079 9,480 9,433
Deferred tax asset 20 7.640 7.205 4,703 4,490 371
Total other assets 42,732 17,153 34,281 46,604 27,977
17 Investment in subsidiaries
PARENT
Dec 2011 Dec 2011 Jun 2011 Jun 2041
% held $000 % held $000
MARAC Finance Limited 100% 204,269 100% 204,269
VPS Pamell Limiled 100% - 100% -
VPS8 Properties Limited 100% - 100% -
PGG Wrightson Financa Limited 100% 98,013 - -
Total investment in subsidiaries 302,282 204,289

On 16 March 2011, VPS Pameli Limited (VPS Parnell) and VPS Properties Limited (VPS Properfies) were incorporated. VPS Parnell and VPS
Properties are wholly owned subsidiaries of the Parent, with the Parent holding 100 shares in VPS Pamell and 100 shares in VPS Properties.
VPS Pamell and VPS Properties are Investment properly holding companies.

On 31 August 2019 the Parent acquired 100% of the shares in PWF, a enlity specialising in the provision of financial services to the rural sector,
refer to Note 34 - Business Combinations for more details,

The comparative notes for the Group for the period ended 31 December 2010 refiect the MARAC Group only. Refer to Note 1 lor further information,
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418 Intangible assets

GROUP PARENT
Dec 2011 Deec 2010  Jun 2011 Dec 2011  Jun 2011
$000 $000 $000 $ono $000

Computer software - cost
Opening balance 6,142 3,722 3,722 1,144 -
Additions ) 950 882 1,337 655 61
Acquired on amalgamation ’ - - 1,083 - 1,083
Disposals {1,753) - - . -
Closing balance 5,338 4,604 8,142 1,799 1,144
Comp ftware - lated amortisation
Opening balance 4,721 2,821 2821 1,115 -
Amortisation charge for the period 568 350 978 87 187
Acquired on amalgamation ‘ - - 928 - 028
Disposats {1,751) - - - -
Closing balance 3,545 3,171 4,727 ‘4,202 1,115
Compuler software - opening net book valus 1415 au1 801 28 -
Computer software - closing net book value 1,794 1,433 1,416 597 20
Goodwill and trademark
Opening balance 20,187 - - 20,187 -
Additions - - 46 - 48
Acyuived on amalgamation - - 20,941 L. 20,141
Closing balance 20,187 - 20,107 20,187 20,187
Total intangibles - opaning net book value 21,602 001 901 20,216 -
Yotal intangibles - clesing net book value 21,981 1,433 21,602 20,784 20,216

On 5 January 2011, 100% of each of SCBS and CBS amalgamated to form the Parent, refer (o Note 34 - Business Combinations. As part of this
amalgamation $20.1 million of goodwill was recognised,

Goodwill of $20.1 milllon has not been allocated to individual cash generating units, as the fulure economic benefit is asiributable to ali business

units. The Group's management and board continue ta monfter goodwilt at a total level. ) N
18 Property, plant and equipment
GROUP PARENT
Dec 2011 Dec 2010 Jun 2011 Dec 2011 Jun 2011
$000 $000 $000 $000 $000

Cost
Opening balance . 15,191 4,284 4,284 10,474 -
Additions 317 214 448 317 4
Acquired on acquisition ) 22 - - - -
Acquired on amalg n - - 10,470 - 10,470
Disposals (2,766) - (1Y (11) - -
Closing balance 12,764 4,487 15,191 10,791 10,474
Accumulated depreciation
Opening balance 5112 3,764 3,764 1,041 -
Depreciation charge for the period 383 177 504 270 186
Acquired on amalgamation . - 855 - 855
Disposals (2,762) (n (11) - .
Closing balance ) 2,733 3,930 §,112 1,311 1,041
Opening net book value 10,070 520 820 9,433 -
Closing net book value 10,031 557 10,079 9,480 9,433

The comparative notes for the Group for the pariod ended 31 December 2010 reflect the MARAC Group only. Refer fo Note 1 for further Information.
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Deferred tax
GROUP PARENT
Dec 2011 Dec 2010 Jun 2011 Dec 2011 Jun 2011
$000 $000 $000 $000 $000
Properiy, plant and equipment - 78 67 - -
Employee enliflements 1,430 180 584 970 1
Finance receivables 8,050 8,170 4,984 4,332 280
Trade and other payables 04 - 145 94 e
Intangible assels - - - a4 -
Derivatives held for risk management 187 669 527 “ -
Tax assets 9,761 9,107 6,307 5,430 art
Property, plant and equipment 888 - - 940 -
Intangible assets 2 64 67 - -
Operating iease vehicles 1,231 1,838 1,537 - -
Tax iabllities 2121 1,902 1,604 940 -
Net tax assets 7,640 7,205 4,703 4,490 371

The corporate tax rate changed from 30% to 28% effective 1 July 2011, The tax effect on the temporary differences reported ahove, that did nol
reverse prior 10 this change in tax rate, was a decrease in ihe Group's deferred tax asset of $336,000 in June 2011 and an Increase of $112,000 in
December 2010.

All deferred tax movements are induded in profit or loss except for those in respect of the available for sale and hedging reserves which are
recognised in other cemprehensive income,

Borrowings

GROUP PARENT

Dec 2011 Dec 2010 Jun 2011 Dec 2011 Jun 2011

$000 $000 $000 $000 $000

Bank barrowings sourced from New Zealand 60,075 - - 50,075 -
Deposits sourced from New Zealand 1,644,900 - 1,556,612 1645339 1,557,096
Debenture stock sourced from New Zealfand - 826,868 - - -
Deposits sourced from overseas 26,168 - 36,635 26,168 36,635
Debenture stock sourced from overseas - 28,510 - - -
Securitised borrowings sourced from New Zealand 264,407 149,278 194,277 75,000 20,000
Total borrowings 1,985,551 1,004,656 1,787,524 1,796,583 1,613,731

The Group has bank facilities totalling $675.0 million (December 2010: $400.3 million, June 2011: $475.0 million). Prior to the amalgamation,
there was no significant concentralion of deposits from any region. As at 31 December 2011, 41% (June 2011; 37%) of deposits are from the

Canterbury region.

Bank borrowings and deposits (which include NZDX bonds) rank equally and are unsecured. Depasifs are issued in terms of a Master Trust
Deed, Supplemental Trust Deed (Accounts) and Suppiemental Trust Deed (Bands) each dated 29 October 2010 and a Supplemental Trust Deed
dated 14 December 2010 {collectively the Trust Deeds), all with Trustee Executors Limited as trusltee in respect of deposits.

The Group has securitisation facilities in relation to the Trusis totalling $475.0 million. On 26 August 2011, the Group enlered info an agreement
with its securitisation facility provider to increase the MARAC ABCP Trust 1 securitisation facility by $100 million to $300 million, and to extend its
maturlty date 1o 8 August 2012. On 19 December 2011, the Parent entered Inlo an agreement to increase CBS Warehouse A Trust securitisation

facllity by $100 miillon to $175 million.

Investors in MARAC ABCP Trust 1 rank equally with each other and are secured over the securifised assets of that Trust. Investors in the CBS
Warehouse A Trust rank equally wilh each other and are secured over the securitised assets of that Trust.

Trade and other payables
GROUP PARENT
Dec 2011  Dec 201¢  Jun 2011 Dec 2091 Jun 2011
NOTE $000 $000 $000 $000 $000
Derivative financiat liabilities 23 2,162 1,216 2,444 806 1,127
Current tax - 3,895 2,209 - -
Trade payables 13,941 11,670 13,010 9,785 9,104
GST payahle 13,782 13,522 13,790 - 183
Due to retated parties 26 104 3,558 104 860 .
Employee benefils 4414 1,585 2,563 2,942 520
Total frade and other payables 34,403 35,346 34,120 14,393 10,934

The comparative hotes forthe Group for the period ended 31 December 2010 reflect the MARAC Group only. Refer (o Note 1 for further informalion.
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23 Derivative financlaf instruments

GROUP ' BARENT

Dec 2011  Dec 2010  Jun 2011 Det 2011  Jun 2011

$000 $000 $000 $000 $000

Qugiifying fair value hedges - non-securitised 2,823 4,995 3,048 2,823 3,048
Total derlvative financlal assets 2,823 4,985 3,048 2,823 3,048
Quallfying fair value hedges - non-sacuritised 820 - 979 820 978
Qualifying fair value hedges - securitised 186 - 148 186 148
Quelifying cash flow hedges - securilised 1,356 1,216 1,317 - -
Total derivative financlal liabilities 2,162 1,216 2,444 806 1,127

Derivallves consist of Interest rate swaps held to manage the Group's exposure to interest rate repricing fisk on its interest bearing assets and
liabliities.

The Group uses interest rate swaps to hedge the Interest rate risk arising from its commerclal paper issuance and its current ang future floating
rate bank debt and designales those swaps as qualifying cash flow hedges. The Group uses Interest rate swaps to hedge the Interest rate risk
arising from fixed rate debenture stock, deposits and fixed rate morigage [oans and designates these swaps as qualifying falr value hedges.

Securitised derivatives are held in the name of the Trusts to hedge the interest rate risk arising In the Trusts.

24 Share capital

The share capital reflected in the following note represents the share capltal of the Parent. This differs from the share capital reflacted In the
Group Interim Stalements of Finandial Pasition as a result of the reverse acquisition accounting apgplied, refer Note 1 - Reporting Entity,
PARENT

Dec 2011 Jun 2011
Number of Number of

shares shares
000 000
Issued shares
Opening balance 297,400 -
Shares Issued during the period 58,000 297,400
Closing balance 352,400 247,400

At the opening of business on § January 2011, the Parent had on issue 20 fully paid ordinary shares, which were issued at a price of $10,000
each,

On 5 January 2071, the Parent;

» [ssued 214,030,283 fully paid ordinary shares to BSHL No. 1 Limited In exchange for the transfer by BSHL No. 1 Limited of all shares in MARAC.

s Issued 44,241,396 fully pald ordinary shares to CBS as part of the consideration due In exchange for the iransfer of engagaments from CEBS.
These shares were then transferred by CBS to BSHL No. 1 Limited.

« Issued 39,128,321 fully paid ordinary shares lo SCBS as part of the consideration due In exchange for transfer of engagements from SCBS.
These shares were then transferred by SCBS to BSHL No. 1 Limited.

QOn 31 August 2011, BSHL No. 1 Limited subscribed to §5,000,000 fully pald ardinary shares issued at a prica of $1 each,
The shares have equal voting rights, rights to dividends and distributions and do not have a par value,

25 Special purpose entities

MARAC PIE Fund
The Group conirals the operations of MARAC PIE Fund, a portfolio investment fund that invests in the Parent's degoslis.
Investments by MARAC PIE fund are represented in deposliis as follows:

GROUF PARENT
Dec 2011 Dec 2010 Jun 2011 Dec 2011 Jun 2011
; $000 $000 $000 $800 $000
MARAC PIE Fund , 8,203 8,148 8,517 8,203 8,517

MARAC ABCP Trust 1 and CBS Warehouse A Trust Securitisation

The Group has securitised a pool of recelvables comprising residential, commercial and motor vehicle loans to the Trusts. The Group
substantially retains the credit risks and rewards associated with the securiised assets, and continues to recognise these assets and associated
bomrowings on the Stalements of Financlal Posifion. Despite this presentation in the interim financial statements, the loans sold to the Truslts are
set aslde for the bensfit of Invesiors in the Trusts. .

GROUP PARENT
Pec 2011  Dec20i0 Jun 2011 Dec 2011  Jun 2011
$000 $000 $000 $000 $000
Cash and cash equivalents - Sacuritised 9,039 4,487 15,830 3,082 1,367
Finance receivables - Securitlsed 286,240 161,265 208,693 81,884 32,131
Borrowings - Securitised {264,407)  (149,278) {194,277) {75.000) (20,000}

The comparative noles for the Group for the pesiod endad 31 Decomber 2010 reflect the MARAC Group only. Reler 1o Note 1 for further informstion.
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25 Speclal purpose entlitles {continued)

Southern Cross Bullding Society Charitable Trust and CBS Canterbury Charitable Trust (Charitable Trusts)
The directors of the Parent are trustees of the Charitable Trusts, therefore the results of the Charitable Trusts have been consolidated in
accardance with NZ IFRS. Included In the Group's trade and other payables balance is:

GROUP PARENT
Pec 2011 Dec 2010  Jun2011 Dec 2011 Jun 2011
$000 $000 $000 $000 $000
Beneficiary funds 731 - 746 - -

26 Related party transactions

Heariland Building Society's immediate parent is BSHL No. 1 Limited, which is a wholly owned subsidiary of Heartland New Zealand Limited
(HNZ).

The Parent halds ali shares in MARAC and PWF. During the year endad 30 June 2011, the immediate parent of MARAC was MARAC Financial
Services Limited (MFSL). MFSL's ultimate parent is Pyne Gould Corporation Limited (PGC). On 30 May 2011, PGC distributed directly to PGC
shareholders its 72.21% stake in HNZ. As a result, PGC is no longer a related party of the Group.

{a) Transactlons with related partles

Sale of non-perfarming foans

In September 2009 MARAC entered inte a sale and purchase agreement to transfer and assign legal and beneficial title to $178 million of non
performing loans o its parent company MFSL. The loans were subsequently transferred 4o Real Estate Credit Limited (RECL), a wholly owned
subsidiary of PGC.

The loans were fransferred from MARAC at bock value. in October 2009 the transfer was completed with MFSL paylng $125 miliion In cash, and
issuing a loan note of $50 millfien for the balance. As at 31 December 2010 the balance of the loan note was $27.5 million excluding accrued
interest. During the year ended 30 June 2011 the loan note was settled, with MARAC recelving $39.8 million in cash and the remaining $3.9
million in tax losses. PGC guaranteed the obligations of MFSL under the loan note. Interest was accrued on the loan note on an arms length
basis.

As a consequence of the loan transfer, MARAC entered an Underwrite Agreement under which PGC undertook to underwrite credit losses on
certain impaired property foans. The Underwrite Agreement was terminated on § January 2011.

RECL Manag agr

On 5 January 2011, MARAC entered into a management agreement with RECL. The agreement (as previously amended) was further amended
on 19 October 2011. Under this arrangement, RECL manages certain non-core real estate loans (not previously sold In September 2008) of
MARAC for a 5 year period (ending 5 Janwary 2016), and assumes the risk of [oss on those loans for thal period. Any payment by RECL to
MARAG in respect of that loss Is due at the end of the 5 year perlod (with some limited right on the part of MARAC to eariler payment). The
maximum amount payable by RECL in respect of loss (including inlerest accruing on loss payments until the due date for payment) Is limited to
$30 million, The payment obligations of RECL are “limited in recourse” to a poct of security provided by RECL. This pool of security includes an
$11 million 5 year zero coupon bond (issued by Westpac New Zealand Limited which Is rated AA- by Standard & Poor's (Australia) Py Limited),
and other assets (initially real estate or real estate loans) with a required minimum security value of (initially) $19 million. PGC will be obliged to
1op up the securily pool to the extent that the security value of other assets is less than the minimum required.

MARAC paid RECL an upfront fee of $11 million (which will be amortised over the & year peried of the arrangement), and will pay an ongoing
management fee of $200,000 per annum for the 5 year period.

The benefit of this management agreement is included in the determination of the charge and the analysis of risk gradings and the classification of
individuaily impaired assets as at 31 December 2011. In September 2011, RECL pald §1.5 milion cash for claims to MARAC, This payments
reduced the required minimum security value of other assets to $17.5 miiflion.

From 31 December 2010, the Group (through VP$S Properties Limited and VPS Pamelf Limlted) began acquiring investment properties as a result
of enforcement of security over finance receivables, The acquisitions by VPS Properties Limited and VPS8 Parnell Limited were funded by
advances from the Society and MARAC to those acquiring entities. These advances are covered by the RECL management agreement.

As at 31 December 2071, RECL is not a related party of the Group.

Other related party transactions
On 5 January 2011, all secured debenture stock Issued by MARAC were transferred fo become deposits In the Parent. On 31 August 2011, all
borrowings issued by PWF were also transfesred fo become deposits in the Parent, refer to Note 34 - Business Combinations.

Advances have been made by the Parent and MARAC to VPS Pamell Limited and VPS Properties Limited for the purchase of investment
properties, refer Note 13 - Investment Properties. VPS Parnell Limited invests in the Parent's deposits.

Shares have been jssued 1o the Parent's immediate parents, refer {o Note 24 - Share Capital.

The Group pald PGC a management fee for financial and administrative assistance, computer services and leasad premises received during the
year ended 30 June 2011. This management fee included compensation paid to certain members of the Group's key management personnel,
previousiy employed by PGC.

MARAC provided administrative asslstance to RECL, MARAC Insurance Limited, MARAC PIE Fund and recelved insurance commission from
MARAG Insurance Limited.

The comparative notes for the Group for the period endad 31 December 2010 reffect the MARAC Group only. Refer to Note 1 for further informalion.
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For the six months ended 31 December 2011

26 Related party transactions (continued)
{a} Transactions with related parties (continued)

MARAC Insurance Limited and some key management persuhnet Invested in MARAC's debenture stock and the Group's deposits. The
investments of MARAC PJE Fund are detalled In-Note 25, Key management personnel Investmenis are detalled in Note 26(h).

Included within finance recelvables al 31 December 2010 was a $673,000 ioan o PGG Wrightson Seeds Limited, PGG Wrightson Seeds Limited
is no longer a related parly of the Group.

Al transactions were conducted on normal commerclal terms and conditions, except that no interest is charged on intragroup balances.

Material related party transactions GROUP PARENT

Dec 2011 Dec 2010  Jun 2011 Dec 2017 Jun 2011

$000 $000 _§000 $000 $000

Previous parent and previous ultimate parent
Interest income - MFSL. - ‘2,059 2,976 - -
Selling and administration expenses - PGC - (1,503) (2.494) - -
Due from MFSL - 27,525 - - -
Due to PGC - 109 - -
Due fo MFSL - 1 - - -
Current parent and ultimate parent
Due from Heartland New Zealand Limited 72 - - . .
Due from BSHL No. { Limited 200 - 200 200 200
Subsldlaries )
Due from subsidiaries - - - 1,072,643 740,617
Due to subsidiaries - - - 860 -
Other reiated parties
Lending and credit fos income 237 262 481 - -
Other income 168 39 207 - -
Interest expense - {94) (130) - -
Selling and administration expenses - - (1,000) - -
Total transactions with other related partles 405 207 (442) - .
Due from other refated parties - - - - -
Due fo other related pariies 104 3,448 104 - -
Total due from rilaisd entities 272 27,828 200 1,072,843 740,817
Total dus to related entities 104 3,558 104 360 -

{b) Transactions with key management personnel

Key management personnel, being directors of the Parent and those staff reporting directly to the Chief Executive Officer and thelr inmediate
relatives, have transacled with the Group during the periad as foliows:

GROUP PARENT
Dec 2091 Dec2090 Jun 2011  Dec 2011 Jun 2014
$000 $000 $000 $000 $000

Debenture/deposit Investments by key management personnel:
Maxlmum balance 301 872 409 391 408
Closing balance 381 787 385 381 385
Loans to key managemsant personnel:
Closing balance i 307 - 304 307 304
Key management parsonnel interest expense and compensation is as follows:
Interest expense 21 20 20 23 20
Shori-term employee benefits 2,556 5§70 2,352 2,556 185
Share-based payments 91 39 287 21 -
Total 2,668 628 2,660 2,668 205

Key management personnel interest expense and compensation presented above excludes amounts paid by SCBS and CBS prior to 5 January
2011 and excludes any amounts in respect of former PGC employees paid by PGC which are included in the management fee.

The comparalive noles for the Group for the period ended 31 December 2010 refiect the MARAC Group only. Refer e Nole 1 for further information.
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27 Falr value
The following methods and assumptions were used to estimate the fair value of each class of financial asset and liability.

Finance receivables
The falr value of the Group's finance receivables is calculated using a valuation technique which assumes current market Interest rates for loans

of a similar nature and term.

The current market rate used to fair value finance receivables with a fixed interest rate for the Group is 9.08% (December 2010: 11.03%; June
2011: 9,51%) and for the Parent is 7.83% (June 2011: 7.80%). Finance receivables with a floaling interest rale are deemed to be at current
markel rates, The current amount of credit provisioning has bean deducted from the fair value calculation of finance receivables as a proxy for
fulure losses, Prepayment rates have not been factored Into the fair value calculation as they are not deemed to be material.

Investments
Investments in public securities and corparate bonds are classified as being available for sale and are stated at fair value less impairment, with
the falr value belng based on quoted market prices. (Level 1 under the fair value hierarchy).

Other financial assets and liabllities
The fair value of all other financial assets and liabilities is considered equivalent to their carrying value due to their short term nature.

Derivative ltems
The fair vatue of interest rate contracts is modelled using observable markel inputs {(Level 2 under the fair value hierarchy).

Borrowings
The fair value of debenture stock, deposits, bank borrowings and other borrowings is based on the current market interest rates payable by the
Group far debt of similar maturities.

Dec 2011 Dec 2010 Jun 2011
Carrying Falr Carrying Falr Carrying Fair
Value Value Value Value Value Value
$000 $000 $000 $000 $0090 $000
GROUP
Cash and cash equivalents 118,564 118,564 78,549 78,549 267,034 267,034
[nvestments 24,309 24,309 - - 17,831 17,831
Finance receivables 1,788,971 1,793,956 925,951 924,182 1,497,618 1,511,777
Finance receivables - securitised 286,240 290,143 161,255 167,239 209,693 215,743
Derivative financial assets 2823 2,823 4,995 4,995 3,048 3,048
Other financial assets 8,230 8,230 29,690 29,690 3,551 3,551
Total financial assets 2,220,437 2,238,025 1,200,440 1,204,665 1,998,775 2,018,984
Borrowings 1,729,144 1,726,700 855378 869,603 1,503,247 1,598.815
Bomowings - securitised 264 407 264,407 149,278 149,278 194,277 194,277
Derivative financial liabilities 2,162 2,162 1.216 1.216 2,444 2,444
Other financial liabifities 18,459 18,459 16,713 16,713 15,677 15,677
Total financial liabllities 2,006,172 2,011,728 1,022,686 1,036,810 1,805645 1,811,213
Dec 2011 Jun 2011
Garrylng Falr Carrying Fair
Value Value Value Value
$000 $000 $000 $000
PARENT
Cash and cash equivalents 100,708 100,708 245322 245,322
Investments 24,309 24,309 17,831 17.831
Finance receivables 500,130 499,903 594,387 595,189
Finance receivables - securitised 81,884 81,724 32,131 32,031
Due from related parties 1,072,843 1,072,843 740817 740817
Derivalive financlal assets 2823 2,823 3,048 3,048
Other financial assets 1117 1,117 1,610 1,610
Total financial assets 1,783,814 1,783,427 1,635,146 1,635,848
Borrowings 1,724,583 1,726,700 1,593,731 1,599,389
Borrowings - securifised 75,000 75,000 20,000 20,000
Derivalive financial fiabilittes 806 806 1127 1,127
Other financial liabilities 13,587 13,587 9,624 0,624
Total financial liabilities 1,810,976 1,816,093 1,624,482 1,630,140
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

For the six months ended 31 December 2011

28 Risk management policles

The Group Is commilted 1o the management of risk The primary risk categories are credit, liquidity, interest rate and operational, The Group's risk
management sirategy Is set by the directors. The Group has put in place management structures and Information systems lo manage risks
Incorporated in the Group's Risk Manapement Programme (RMP). The Group has separated monitoring tasks where feasible and subjects all risk
processes o inteal audlt end accounting systems to regular intemal and extemal audits.

29 Cradit rigk exposure

Credit risk management framework

Cradit rigk is the risk of financial loss to the Group caused by the failure of a customer to meet their contractual obligations that arise from the
Group’s lending activities. Cradit risk carries the greatest risk of rasulting in a material adjustment to the canrylng amounts of the Group’s assels
within the next financial period.

To manage this risk the Risk Committee, which I5 a commliites of the Board of Directors (Board), has been delegated the task of overseeing a
formas credit risk management strategy. The Risk Committee reviews the Group's credit risk expesures and has wide ranging credit policies to
manage ) aspects of cradit risk.

Revlewing and assessing cradit risk
‘The cradit risk management sirategles ensure that:
- Credit ofigination meets agreed levels of credit quality at point of approval.
- Sector and geographical risks are actively managed.
- Industry and product concentrations are aclively monitored,
- Maximum total exposure fo any one deblor is aclively managed,
-~ Changes to credit risk are actively monitored with regular credit reviews.

Lending standards and processes
The Group has adopted a detalled Credit Policy Framework supported by Lending Standards providing criteria for finance products within each

business sector. The combination of the Credit Policy Framework and Lending Standards guldes credit assessment, credit risk grading,
documentation standarde, legat procedures and compliance with regulatory and etatutory requirements,

The Risk Committee has authority from the Board for appraval of all cradit exposures. Lending authozity has been individually provided to the
Chiaf Risk Officer, for delegation through the business unlts under a delalled Delegated Lending Authorlly framework, Applicalion of credit
discrations In the business operation are monitored through a defined review and hindsight structure. Delegaled Lending Authorities are provided
fto individual officers with due cognisance of their experence and abllity. Larger and higher risk exposures require approval of senior
managemsnt, uliimately through to the Chlef Risk Officer or the Risk Commiites of the Board.

Collateral requirements

Although the Group relies primarily on the infegrity of borrowers and their abilily to make coniracled repayments, the Group also requires
appropriate collateral for loans. This collateral is usually by way of first charge over the asset financed and usually includes personal guarantees
from borrowers and business owners.

Betause of the wide nature of the collateral held apainst loans Il Is Impracticable to provide an accurate estimate of thelr fair value,

Cradit risk grading

The Group's recelvables are monitored either by account behaviour or a regular assessment of their credit risk grade based on an objective
review of defined risk characteristics. The parifolio risk is regularly refreshed based on current information.

The Group ciassifies finance receivablas as Behavioura) or Judgement.

The Behavioural paortfalio mailnily of consumer and retall raceivablas and usually refates to financing the acquisition of a single assel,
Thesa loans are typically introduced by vendors of the assai financed and are smaller In value than Judgement loans. Behavioural loans are risk
graded based on armrears status,

The Judgement portfolio consists mainly of business and rural lending and includes non-core property. Judgement loans relate to loans where an
ongoing and detailed working relationship with the cusiomer has been developed. To manage these Joans the Group maintains a comprehensive
knowledge of the customer’s business and performance.

Judgement loans are individually risk graded based on loan status, financial Information, security and debt servicing abllity. Exposures in the
Judgement portfollo are credit risk graded by an Internal risk grading mechasnism. Previously, the risk grading mechanlsm used a credit risk grade
scale of 1 to 7 and classified loans as Transactional or Relationshlp, From July 2011, the risk grades have been revised to a more
comprahensive 10 point scale modal which better represents the Group's rigk profile.

In the Judgemerit portfatia, grade 1 is the sirongest risk grade for undoubted risk and grade 9 represents the highest risk grade where 2 loss is
probable. Grade 10 reflects loss accounts written off. Grades 2 to B represent ascending steps in management's assessment of risk of
exposures. The Group typically finances new loans in risk grades 2 to 5 of the Judgement portiolio.

. The Group raises provisions based on historical Ioss experience for loans risk graded in grades 6 to 8 (Prior to 1 July 2011: grades 4 to 6). Loans
in grade © (Prior to 1 July 2011: grade 7) of the Judgement portfofio are Individually assessed for impairment.

The comparative notes for the Graup for the period ended 31 December 2010 reflect the MARAC Group only. Refer ta Note 1 for further information.
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29 Credlt risk exposure (continued)

(a} Credit impalrment provisloning
Credit impalrment provisions are made where events have occurred leading to an expectation of reduced fulure cash flows from certain
receivables. These provisions are made In some cases against an individuat loan and in other cases on a collective basls.

Collective provisioning

Collective provisions are assessed with reference 1o risk profife groupings and historical loss data. Other judgemental factors including economic
and credit cycle considerations are also taken Into account in determining appropriate loss propensities 1o be applied. The fulure credit quality of
these partfolios is subject fo unceriainties that could cause actual credit losses to differ materially from reported loan impairment provisions.
These uncertainties include the wider economic environment, Interest rates and thelr effect on customer speading, unemployment levels, payment
behaviour and bankrupicy rates,

For Behavioural loans, as amears drive provision outcomes, the frend in amears behaviour is an Indicator of future provisioning Impact.
Behavioural foans are classified as either current, active, arrangement, repossession or recovery. Each arrears classification carries a provision
for potential foss based on historical experience for that classification in the same portfolio. Retail mortgages currently camry no provision based on
historical loss experience, however a general coliective provision is held against this group of lvans. The categories are described below:

» Active - loans for which the arrears category has reached 5 days overdue,

» Amangement — 5 10 34 days overdue accounts for which arrangements have or are in the process of being made for arrears {o be repaid,

» Repossession — loans for which securlty has or is in the pracess of being repossessed.

+ Recovery loans — loans for which security has been sold and shorifalls are being sought from the customer or where other recovery action is
being taken.

Judgement loans (except PWF rural leans) in grades & 1o 8 (prior ta July 2011; Relationship loans in grades 4 to 6) atiract a colleclive provision
based on risk grading. PVWF loans do not aftract a collective provision based on risk grade however a general collective provision is held against
this group of leans. Other collective provisions are alsg maintained where considered appropriate against a class of loans or those with common
risk characteristics. Judgement loans with a risk grade of 1 to 5 (prior to July 2011: Relationship loans with a risk grade of 1 to 3) may be past due
and not attract a provision if the Group has reviewed the risk position and it is deemed to remain sound. Under such circumstances normally an
amended credit risk grade will result.

In accordance with Internationat Financial Reporting Standards, no provision is appfied to loans that are newly written and loans that remain within
their contractual terms, except where the Group becomes aware of an event thal might alter Its view of the risk of a particular deal or group of
deals.

Individual provisloning
Specific impairment provisions are made where events have occurred leading to an expectation of reduced future cash flows from certain

receivables. For individually significant loans for which the assessed risk grade is considered a “polential loss™, an individual assessment is made
of an appropriate provision for credit impairment.

Credit impairments are recognised as the difference between the camying value of the loan and the discounted value of management's best
estimate of future cash repayments and proceeds from any security held (discounted at the loan's originat effective interest rate). All relevant
considerations that have a bearing on the expected future cash flows are taken into account, including the business prospects for the customer,
the likely realisable value of collateral, the Group’s position relative to other claimants, the reliabiiity of customer information and the likely cost
and duration of the work-out process. Subjective judgements are made in this process. Furthermore, judgement can change with time as new
information becomes avallable or as work-out strategies evolve, resulting in revisions to the impairment provision as individual decisions are
taken. Changes In Judgement cauld have a material impact on the interim financlal statements,

[ndividual provisicning in regards 1o properly development lending creates the grealest amount of risk resulting in the pessibility of a materlal
adjustment to the carrying amounts of the Group's assets within the next period. Estimating the timing and amount of future cash repayments and
proceeds from the realisation of collateral are management's most difficult and subjective Judgements. Reduced demand in the cument
environment has meant that value is difficult to determine. Subjective Judgements made by management comprise the time taken for new sales
being achieved and the amount received, determining the fiming and amount of future cash flows.

Because of the wide nature of the collateral held, and the subjective judgements in determining future cash flows on each individually impaired
loan, it is impracticable to provide management's assumptions in regards to property receivables as a whole.

Bad debts

Bad debts provided for are written off against individual or collective provisions. Amounts required to bring the provisions to their assessed levels
are recognised In profit or loss. Any future recoveries of amounts provided for are taken {o profit or loss,

Verification

In addition to regutar internal audit activity in regards to credit standards, the Group employs a comprehensive process of hind sighting loans to
ensure that credit policies and the quality of credit processes are maintained.

Disclosures in this credit risk exposure note represent the Group’s maximumn exposure 1o credit risk.

The comparative noles for the Group for the period ended 31 December 2010 refiect the MARAC Group only. Refer to Note 1 for further information.
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28 Credit isk exposure {continued)
{a) Credit impairment provisloning (continued)

() Provision for impalred assets

Non-securitised Su:gg%d — '_l‘_o_t% —
Dec2011 Dec2010 Jun2011 Dec2011 Dec2010 Jun2011 Dec201f  Dec 2010 Jum 2011
. $000 $000 $000 $000 $000 $000 $000 $000 $000
‘GROUP
Provision for Individually impaired assats -
Opeaning Individual impairment 26,149 17,465 17,465 8 366 366 26,167 17,831 17,831
Impairment loss far the period
~charge for the perlod * 3,387 6,942 20,223 (2) 78 23 3,386 7.020 20,316
-recoveries 9 - 117 - - - g1 - 17
~wrile offs (12,138) (5662) (19,844) - (313) 451) (12,138)  (5975)  (20,295)
- assuned on acquisition 1,284 - - - - - 1.284 - -
- gssumed on amaigamation - - 10,049 - - - - - 10,049
« gffect of discounting {463) (418) (1,861) - - - (463) (#418) (1.861)
Closing individual Impalrment 18,310 18,327 26,149 6 131 8 18,316 18,458 28157
Provislon for coliectively Impalred assets .
Opening collective impalment 11416 11,765 11,765 724 752 752 12,140 12,517 12,617
Impairment loss for the period . )
- charpe for the period * 37  {1.202) (7.648) 266 278 &30 403 (826) (7.018)
- recoveries 182 103 264 24 29 38 208 222 300
- assumed on amalgamation - - 12,927 - - - - - 12,927
- write offs (131 (1,847  (59982) (308) (264) (594)  (1.885)  (2,101) {6,586)
Closing collective Impalrment 10,358 8,309 11,416 706 803 124 11,064 9,712 12,140
Total provision for impalrment 20,668 27,238 37,565 712 934 732 29,380 28,170 38,297
PARENT
Provision for Individually impalred assets
Opening indlvidual Impalment 17,269 - - - 17,269 -
impairment loss for the period
- chargs for the period 3,283 19,508 - - 3,283 11,508
- recoverles 22 17 - - 22 117
- write offs 6.712) (4,405) - - (6.712) (4.405)
- assumed on amalgamation - 10,049 - - - 10,049
Closing indlvidual impairment 13,862 17,269 - - 13,862 17,269
Provision for collectively impaired assets
Opening collective Impatrment 3,493 - - - 3,493 -
Impairment less for the period
- charge for the period (1,885) (9,434) - - (1,885) (9,434)
- assumed on amalgamation - 12,927 - - - 12,927
Closing collective impalirment 1,608 3493 - - 1,608 3,493
Total provislon for Impalrment 15,470 20,762 - - 15,470 20,762

* In delermining the charge for the period, the RECL management agteemenf has been taken into consideration, rafer to Nofe 26 - Relaled party
transactions and Note 13 - Investment properties for more deteils. In assessing the requirements for provisions, the Group has identified loans for

which a foss is expected lo be d by the

The comparative notes for the Group for the period ended 31 Dacembar 2010 reflect the MARAC Graup only. Refer to Note 1 for further information.
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t of $16.6 million as at 31 December 2011 (December 2010: $9.8 miflion;
June 2011: §11.8 million). The agreement covers the MARAC non-core property loans with a net book value of $88 million as at 31 December
2011 (December 2010: $131 milion; June 2011: $121 million),
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29 Credit risk exposure (continued)
{a) Creditimpairment provisioning {continued)

(i} Provislon for impaired assets (continued) Property Consumer  All other Total
& Porsonal [ndustrles
(SME)

$000 $000 $000 $000

GROUP - Dec 2011

Provision for individually impaired assets

Opening individual impairment 18,617 1,428 5,111 26,157
Impairment loss for the period

- charge for the period 2,875 (1,429) 1,939 3,385
- recaoveries 22 - 69 91
- wrile offs (6,737) - (5.401) (12,138)
- assumed on acquisition - - 1,284 1.284
- effect of discounting (103) - (360) (463)
Closing Individual impairment 14,674 - 3,642 18,316
Provision for collectlvely Impaired assets

Opening collective impairment 1,664 4,813 5,663 12,140
Impairment loss for the period

- charge for the period 963 (100) (460) 403
- recoveries - 70 136 206
~wiite offs 272 (1,315) (642) (1,685)
Closing collective impairment 2,899 3,468 4,697 14,064
Total provislon for Impairmant 17,573 3,468 8,339 29,380

GROUP - Dec 2010

Provision for individually impaired assets

Opening individual impairment 8,712 7 9,112 17.831
Impairment loss for the period

- charge for the period 2,642 (€] 4,385 7.020
- write offs (2,482) - (3,493) {5.975)
- gifect of discounting (214) - {204) (418)
Closing individual impalrment 8,658 - 9,800 18,458
Provision for collectively impaired assets

Opening callective Impairment 4,463 4173 3,891 12,517
Impairment loss for the period

- charge for the period (177 (392) 1.643 (926)
- recovernies - 82 140 222
- write offs . (1,145) (956) (2,10%)
Closing coflective Impairment 2,286 2,718 4,708 9,712
Tota] provision for Impalrment 10,944 2,718 14,508 28,170

GROUP - Jun 2011

Provision for individually Impaired assets

Opening individual impairment 8,712 7 9,112 17,831
Impairment loss for the period

- charge for the period 11,782 1422 7,142 20,316
- recoveries 117 - - 17
- wiile offs (11,404) - (8.89%1)  (20,295)
- assumed on amalgamalion 10,048 - - 10,049
- effect of discounting (609) - (1,252) (1.861)
Closing individual Impairment 18,617 1,428 6,111 26,157
Provision for collectively impaired assets

Opening collective impairment 4,463 4,173 3,881 12,517
Impairment loss for the period

- charge for the perlod (12,191) 2,363 2,810 (7.018)
- recoveries 3 248 49 300
- assumed on amalgamation 12,649 - 278 12,927
- write offs (3,260) (1,971) (4,355) (6,586)
Closing collective Impairment 1,664 4,813 5,663 12,140
Total provislon for impairment 20,281 6,242 11,774 38,297

The comparalive notes for the Group for tha period ended 31 December 2010 raffact the MARAC Group only. Referlo Nole 1 far further information.
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29
(a)
0

(@

Credit risk exposure {continued)

Credit impalrment provisioning {continusd)
Provislon for impaired assets (continued}) )
Proporty Consumsr  All other Total
& Persanal  industries
18%51
$000 $000 $000 4000
PARENT - Deg 2011 ‘
Provision for Individually impalred asseis
Opening Individual impairment 15,840 1,429 - 17,269
Impairment loss for the period -
- gharge for the pericd 4,712 (1,428) - 3,283
- recoveries 22 - - 22
- write offs (6,712) - - (6.712)
Cloging Individual Impalrment 13,862 - - 13,862
Provision for ively Impaired t
Opening collective Impalrment 609 1,087 897 3,493
Impairment loss for the period
- charge for the period (602) (987) (296) (1,885)
Closing collective impairment 7 1,000 01 1,608
Total provisien for Impalment 13,869 1,000 604 15,470
PARENT - Jun 2011 '
Provision for individually Impalred assels
Opening Individual impainment - - - -
Impalrment loss for the year
- charge for the year 10,079 1,428 - 11,508
- recoveries 117 - - 17
- wiite offs (4,4085) - - {4,4085)
- assumed on amalgamation 10,049 - - 10,049
Closing Individual impairment 15,840 1,429 - 17,209
Provision for collectively impaired assets
Opening collective Impairment - - - -
Impairment loss for the year
~ charge for the year {12,040) 1,087 619 (9,434)
- assumed on amalgamation 12,649 - 278 12,927
Closing collective Impalrment 609 1,987 897 3,493
Total provision for impairment 16,449 3,416 297 20,762
impaired asset expense _
Non-securitised Securitised Total
Dec 201 Dec 2010 Jun 2011 Boc 2041 Dec 2010  Jun 2041 Dec 2011 Dec 2010 Jun 2011
$000 $000 $000 $008 $008 $000 3000 $0n0 $000
GROUP
(ndividually impaired assets
expense 3,387 6,942 20,223 2) 78 a3 3,385 7.020 20,316
g mpsied assels 187 (1,202) (.548) 286 226 530 43 (@26) (7018
Total Impalred asset expense 3,524 5,740 12,675 264 354 623 3,788 6,094 13,298
PARENT
Individually Impaired assats
expense 3,263 11,508 . - 3,283 11,508
Collectively impaired assets
expense (1,885) {©,434) - - (1.,885) (9,434)
Total Impalred asset expense 1,398 2,074 - - 1,398 2,074

The comparative noles for the Group for the perfod ended 31 December 2010 roftoct the MARAC Broup only. Refer to Nele 1 for further information,
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{a) Credit Impairment provisioning (continued)

1)) Individually impaired assets
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interim Financial Statements

Non-securitised Securitised Total
Dec 2011 Dec 2010 Jun 2011 Dec 2011 Dae 2090 Jun 2011 Dec 2011 Dec 2010 Jun 2011
$000 $000 $000 $000 3000 §000 §000 $000 $000
GROUP
Opening 68,523 42,102 42,102 14 545 545 68,537 42,647 42,647
Additions 18,651 13,284 49,434 - 30 51 18,651 13,314 49,485
Delefions (43.977) (9.549) (52,927) - (404} (582}  (43,977) (9,953) (53,509)
Assumed on acquisition 1,871 - - B - - 1.871 - -
Assumed on amalgamation - - 29,914 - - - - - 29,914
Closing gross individually
impaired assets 45,068 45837 68,523 14 171 14 45,082 46,008 68,537
PARENT
Opening 32,217 - - - 32,217 -
Additions 12,076 7,794 - - 12,076 7.7904
Deletions (9,674) (5491) - - (9,674) (5.491)
Assumed on amalgamation - 29,914 - - - 29914
Clesing gross individuaily
impaired assets 34,619 32,217 - - 34618 32,217
Proparty Consumer  All other Total
& personal Industres
$000 $000 §000 $000
GROUP - Dac 2011
Opening 55,809 - 12,638 68,537
Additions 15,273 - 3378 18,651
Deletions (32,311) - (11,666) (43,977)
Assumed on acquisition - - 1,871 1,871
Closing gross individually impaired assets 38,861 - 6,221 45,082
GROUP - Dec 2010
Opening 25,106 15 17,526 42,647
Addillons 8,624 - 4,690 13,314
Dsletions (8,846) (15) (1,002) (9,953)
Closing gross individually impaired assets 24,884 - 21,124 46,008
GROUP - Jun 2011
Opening 25,106 15 17,526 42,647
Additions 40,705 - B,780 48,485
Deletions (39,826) (15) (13,668) (563,509)
Assumed on amalgamation 20,014 - - 29,914
Closing gross Individually Impaired assets 55,859 - 12,638 68,537
PARENT - Dece 2011
Opening 32,217 - - 32,217
Additions 12,076 - - 12,076
Deletions (9,674) . - (9,674)
Closing gross individually impaired assets 34,619 - - 34,619
PARENT - Jun 2011
Opening - - - -
Additions 7,794 - - 7,794
Deletions {5.491) - - (5491)
Assumed on amalgamation 29,914 - - 29,914
Closing gross indlividually Impaired assets 32,217 - - 32,217
{iv) Restructured assets
Non itisod Securitised Total
Dec 2011 Dec 2010  Jun 2011 Dec 2011 Pec 2010 Jun 2011 Dec 2011 Dec 2010 Jun 2011
$000 $oo00 $000 5000 $000 $000 $000 §000 §000
GROUP - Restructured assetls 9,429 3,316 3,818 - - - 9,429 3,316 3,818
PARENT - Restructured assets - 569 - - - 569

The comparaltive notes for the Group for the period ended 31 December 2010 reflect the MARAGC Group enly. Refer o Note 1 for further informalion,
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

For the six months ended 31 December 2071

29 Cradit risk exposure (continued)

{a} Creditmpalirment provisioning (continuad)

{iv} Restructured assets

Property Consumer  All other Total
& personal  [ndustriss
$000 $000 $000 $000
GROUP - Dec 2041
Restructured assets 5805 2,911 13 9,429
GROUP - Dec 2010
Restructured assels . 2783 833 3318
GROUP - Jun 2011
Restuctured assets 569 2,725 524 3,818
PARENT - Dec 2011
Restrustured assets - - - .
PARENT - Jun 2011
Restructured assels 569 - - 569
{v) Past due but not Impaired
Nan-securitised Securitised - _Total
Dec 21 Dec 2010  Jun2041 Deac2011  Dec 2010  Jun 2011  Dee 2044 Dac 2010 Jun 2011
3000 $000 $a0o $000 $000 $a00 $o00 $900 $000
GROUP '
Less than 30 days old 44819 20,384 23,883 4,134 3.291 2,678 48,953 32,675 26,877
31 and less than 60 days old 19,019 12,465 27,763 1,382 1,372 1,614 20,401 13,837 29377
61 but less than €0 days old 5,631 6,243 15,408 351 442 308 5882 6,685 15711
More than 80 days old 81,366 63,070 65,730 12M 1,405 1,459 62,697 64,475 67,198
Total past due but not impalred 130,735 111,162 132,806 7,098 §,510 6,067 137,833 117,672 138,863
PARENT
Less than 30 days old 15,681 9,706 96 - 15,977 8,706
31 and less than 60 days old 3,404 865 - 224 3,404 1,089
61 but less than 90 days old 281 2474 - - 281 2,474
More than 90 days old 1,321 5,831 84 - 1,405 5,831
Total past due but not impaired 20,887 18,876 180 224 21,067 . 19,100
Propsrty Consumer  All other Total
& personal  Industiies
(SME)
$000 $000 $000 $000
GROUP - Dec 2011
Less than 30 daysold 13,646 20,832 14,675 48,953
31 and less than 60 days old 3329 3,940 13,132 20,401
61 but less than 90 days old 273 1,297 4,312 5,082
More than 90 days old 45,717 4,133 12,747 62,597
Total past due but not impalred 62,965 30,002 44,356 137,833
GROUP - Dec 2010
Less than 30 days old 11,032 9,884 11,759 32,675
31 and Jess than 60 days old 1,849 3,652 8,338 13,837
61 but less than 90 days old 2,636 1,645 2,404 6,685
More than 90 days old 47,905 3,612 12,058 64,475
Total past due but not impalved 63,422 18,783 35,457 117,672
GROUP - Jun 2011 .
Less than 30 days cld 6,830 15,064 4,683 28,517
31 and {ess than 60 days old 19,482 2,783 7,132 29,377
81 but less than 90 days old 4,707 3,687 7317 15,711
More than 90 days old 45915 4577 16,706 67,198
Total past due but notimpaired 76,934 26,091 35,838 138,863
PARENT - Dec 2011 )
Less than 30 days old 2,868 10,622 2,380 15,977
31 and less than 60 days old 2,855 549 - 3,404
61 but less than 80 days old 267 14 - 281
More than 90 days old - 1,408 ‘ - 1,405
6,087 12,590 2,380 21,087

Total past due but not Impaired

The comparalive notes for the Graup for the period ended 31 December 2010 reflect the MARAC Group anfy. Referto Note 1 forturther information,
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29 Credit risk exposure (continued)
(a) Credit impairment provisioning {continued)
{v) Pastdue but notimpaired (continued)
Property Consumer Al other Tatal
& porsonal industries
[SME)
$000 $000 $000 $000
PARENT - Jun 2011
1.ess than 30 days old 1,360 7,780 566 9,706
31 and less than 60 days old 1,055 34 - 1,089
61 but less than 90 days old 355 2,119 - 2,474
More than 90 days old 2,665 675 2,491 5,831
Total past due but not impalred 5435 10,608 3,057 19,100
{b] Concentrations of credit risk
(i} By individual counterparties
Non-securitised Securitised Total
Dec 2011  Dec 2010 Jun 2011 Dec 2011 Dec 2010  Jun 2011 Dec 2041 Dec 2010 Jun 2011
Number of counterpartles Number of counterparties Number of counterparties
Cash and cash equivalents - Individual credit exposures over 10% (as a % of equity):
GROUP
10% - 19% - 1 2 - - - - 1 2
20% - 29% 1 1 2 - - - 1 1 2
PARENT
10% - 19% - 1 - - - 1
20% - 29% 1 3 - - 1 3
Short term funds held with New Zealand regislered intemnational banks.
{ii) By industry
Non-securitised Securitised Total
Dec 2011  Dec 2010 Jun 2014 Dec 2011 Dec 2010 Jun 2014 Dec 2011 Dec 2040 Jdun 2011
$000 $000 $000 $000 $000 $000 $000 5000 §000
GROUP
Agricultural, forestry and fishing 566,854 108,657 186,010 3,641 2,661 2,926 570,485 111,318 188,936
Govemment & public authorities 20,964 18,922 16,739 659 752 400 21,623 19,674 17,139
Finance, investments & insurance 31,795 30,400 36,460 4,778 790 689 36,573 31,190 37,149
Construction 61,410 60,139 63,509 1,029 1,572 884 62,438 61,711 64,393
Transpont and storage 84,806 70,469 72975 933 2,079 1,744 85,739 72,548 74,719
Wholesale and retall irade 106,398 134,859 118,754 1,789 3,302 2,727 108,187 %38,161 121,481
Hospitality and tourism 41,117 41,449 49,570 25 205 388 41,142 41,654 49,958
Manufacluring and printing 43,819 37,454 43,831 868 1,131 847 44,687 38,585 44,678
Property® 266,780 131,405 294,937 - - - 268,780 131,405 294,937
Consumer & personal 565,028 292,167 614,833 272518 148,763 199,088 837,546 440,960 813,921
Total finance receivables 1,788,971 025951 1,497,618 286,240 161,255 209,693 2,075,211 1,087,206 1,707,311
PARENT
Agricultural, forestry and fishing 35,412 60,381 1505 1,933 37,917 62,314
Government & public authorities - - 435 - 435 -
Finance, investments & insurance 421 1,084 4475 21t 4,896 1,285
Construction 623 3472 919 338 1,542 3,810
Transport and storage - 4,197 - 392 - 4,582
Wholesale and retail trade - 3,598 1,339 138 1,339 3,738
Hospitality and tourism 1482 14,629 - 310 1.482 14,939
Manufacturing and printing - 2,267 549 - 549 2,267
Property 172,134 171,273 - - 172,134 171,273
Consumer & personal 289,058 333,486 72,662 28,809 361,72¢ 362,295
Total finance receivables 500,120 594,387 81,884 32,131 582,014 626,518

* Included in the Group's praperty indusiry above, is $88 million of MARAG non-core property loans which are covered by the RECL management
agreement as at 31 Dacember 2011 {December 2610: $131 million; June 2011: $4121 million), refer Note 26 - Related party ransactions. A furlher
$23 million (December 2010: nil; June 2011: $32 million) of non-core property lvans acquired by the Group from CBS and SCBS in the merger are
also included In this category, net of provisions. The remaining $156 miltion (December 2010: nll; June 2011: $142 million) is core property
lending.

The comparaiive notes for the Group for the period ended 31 December 2010 reflect ihe MARAC Group only. Referto Note 1 for further information.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

For the six months ended 31 December 2011

29 Credit risk exposure (continued)
{b) Concentrations of credit risk
(i) By geagraphle region

Non-securitised Securitised Total
Dec 2041 Dec 2010  Jun 2011 Dec 2011 Dec 2010  Jun 2011 Dec 2011 Dec 2010 Jun 2011
$000 Soso 5000 $000 $000 5000 $000 $000 $009
GROUP .
Auckiand 427,969 354,309 449,558 84,263 66,049 72161 511,432 420,448 521,717
Wellington 83,048 ' 86,374 88,018 18,070 13,069 18,212 104,116 09,443 104,228
Rest of Norih Island 403,712 293,957 347,530 53,814 45915 49,463 462,526 339,872 396,993
Canterbury 477,332 95461 471,587 104,443 25,206 66,613 581,775 120,667 528,160
Rest of Soulh Island 387,712 95,760 140,949 20,650 11,016 15,244 418,362 106,776 156,193
Total finance recelvablos 1,788,971 925,951 1,497,618 286,240 161,265 200,693 2,075,211 1,087,208 1,707,311
PARENT
Auckland 90,479 102,042 1,721 482 92,200 103,324
Wallington 15,932 17,318 372 53 16,304 17,369
Rest of North Island 74,642 75,885 804 431 75,448 76,316
Canterbury 292,747 sz 73,348 29,060 366,095 404,172
Rest of South {sland 28,330 23,232 5,638 2,108 31,969 25,337
Total finance recelvables £00,130 £94,387 81,884 32,131 582,014 626,518
{e) Maximum exposure to credit risk by internal risk grading

GROUP - Current period
Judgement portiolic
Grade 1 - Very Strong 38,724 - 38,724
Grade 2 - Strong 23,547 - 23,547
Grade 3 - Sound 109,772 243 110,015
Grade 4 - Adequate * 374,221 1,285 375,506
Grade § - Accaptable 340,845 B,63D 358,275
Grade 6 - Monitor 95,080 74 95,134
Grade 7 - Substandard 70,169 &2 70,221
Grade 8 - Doubitful 40,375 21 10,396
Grade § - Al risk of loss 24,248 - 24,248
Total Judgement portfolio 1,098,769 10,305 1,106,066
Behavioural portfolio
Cument 673,600 269,505 943,285
Active 12,691 4,005 16,766
Arrangement 4,427 1,631 6,058
Repossessed 1,946 403 2,349
Recavery 456 211 687
Total Behavioural portfolio 693,210 275,935 959,145
::::t":l::'mum exposure to 1,788,971 286,240 2078,211
GROUP - Comparative periods
Grade 1 - Undoubted - 43,3858 - 111 - 43,496
Grade 2 - Strong 21,616 333,872 - 20,946 21,616 354,818
Grade 3 - Sound * 729,440 953,586 153,845 181,612 883,285 1,135,198
Grade 4 - Salisfactory 58,977 68,440 3,344 3,901 62,321 72,344
Grade § - Uncertain 42,342 37,466 2,638 2,248 44,880 39,714
Grade 6 - At risk 27,620 20,822 094 656 28,614 21,478
Grade 7 - Probable loss 45,956 40,047 434 218 46,380 40,265
Total maximum exposure ta 925,951 1,497,618 161,255 209,692 1,087,206 4,707,314

credlit risk

* In determining the Group's risk grading, the folfowing arrengemenis have been taken into consideration:

The RECL management agrsement, refer lo Nole 26 - Refaled party transactions and Note 13 - Invesiment properties for more delails. In the risk
grading table ahove, as at 31 December 2011 $50 million of loans have been transferred from the Judgement risk grades § lo 8, to Ask grade 4 as
they are covered by the RECL management agreement. As at 30 June 2011 $51 miliion of loans have been transferred from disk grades 4 to 5, to
risk grade 3 (December 2010: $48 million). In sing the requil nts for provisions, the Group has idenlilied loans for which a loss is
expecled o be covered by the management agreement of $16.6 million as at 31 December 2011 (December 2010: $9,8 milion; June 2011: $11.6
million). The agreement covers the MARAC non-core properly loans with a net book value of $88 milion as at 31 December 2011 (December
2010: $131 million; June 2011: $121 mitlion). :

PGG Wrighison Finance Limited guaranteed loans, refer to Note 34 - Business Combinations. In the risk grading table above, as at 31 December
2071 $30 million of loans have been transferred from the Judgement risk grades of 6 lo 8, to risk grade 4 as they are covered by the Deed of
Guaraniee and Indemnily with PGG Wrightson Limiled. Subsequent to reporiing date PGG Wrighison Limiled will reacquire approximately $9.5
milifon of loans covered under this Deed,

The comparative notes for the Group for the period endsd 31 December 2010 refinct the MARAC Group only. Refer ie Note 1 %or further information,
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29 Credit risk exposure (continued)

(e} Maximuim exposure to credit risk by internal risk grading

HEARTLAND |nterim Financial Statements
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Non-securitised Securitlsed Total
Dac 2011 Dec 2010 Jun 2011 Dec 2011 Dec 2060  Jun 2019 Dec 2011 Dec 2010 Jun 2019
$000 $t00 $000 3000 $000 $000 $000 $000 $000
PARENT - Current perjod
Judgement portfolio
Grade 1 - Very Strong 4,647 - 4,647
Grade 2 - Strong 17,232 - 17,232
Grade 3 - Sound 35,994 243 36,237
Grade 4 - Adequate 40,8114 1,110 41,921
Grade 5 - Acceptable 65,089 8,107 63,196
Grade 6 - Mcenitor 33811 - 33811
Grade 7 - Substandard 19,338 - 19,338
Grade 9 - At risk of loss 20,756 - 20,756
Total Judgement portfolio 227,678 9,460 237,138
Behavioural portiolio
Current 265,170 72,243 337,413
Active 58089 181 6,180
Arrangement 549 - 549
Repassessed 734 - 734
Total Behavioural portiolio 272,452 72,424 344,876
Tota! maximum exposure to 500,430 81,684 582,014
credit risk
PARENT - Comparative periods
Grade 1 - Undaubted 32,016 98 32,113
Grade 2 - Strong 303,703 19,676 323,378
Grade 3 - Sound 195,853 11,689 207,542
Grade 4 - Satisfactory 38,823 444 39,267
Grade 5 - Uncertain 9,287 224 9,511
Grade 6 - At risk 3,750 - 3,750
Grade 7 - Probable loss 10,956 - 10,956
Tota! m.ax:mum exposure to 594,387 12431 626,518
credit risk
Property Consumer  All other Total
& personal  industdes
(SME)
$000 $ooe 000 $000
GROUP - Dec 2011
Judgement portfolio
Grade 1 - Very Streng 4,154 17 34,553 38,724
Grade 2 - Strong 17,232 242 6,073 23,547
Grade 3 - Sound 36,568 1411 72,036 110,015
Grade 4 - Adequate * 95,733 8.871 270,902 375,506
Grade 5 - Acceplable 64,858 10,217 283,202 358,275
Grade 6 - Monitor 12,533 5,028 77,576 95,134
Grade 7 - Substandard 9,849 4,580 §8,792 70,224
Grade 8 - Doubtful - 129 10,267 10,396
Grade 9 - At risk of loss 22,184 - 2,054 24,248
Total Judgement portfolio 263,119 30,492 812,455 1,106,066
Beahaviouraf portfolio
Nol in arears 3,848 784,398 155,238 043,285
Aclive 7 15,321 1,458 16,786
Arrangement - 4,864 1,194 6,058
Repossessed 6 1,971 372 2348
Recovery - 500 167 667
Total Behavioural portfalio 3,661 807,064 158,430 969,145
Total maximum exposure to credit risk 266,780 837,546 970,885 2,076,211

The comparalive noles for the Group for the period ended 31 December 2010 refisct the MARAC Group only. Refar lo Note 1 for further Infonmaticn.
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For the six months ended 31 December 2011

29 Credit risk exposure {continued)

{c) Maximum exposure to credit risk by Internal risk grading

Proporty Consumer  All other Total
& personal  Industries
_{SME)
$000 $000 ~_§000 $000
GROVP - Dec 2010 )
Grade 2 - Strong 18,972 258 1388 21,618
Grade 3 - Sound * 77915 422602 382,768 883,285
Grade 4 - Satisfactory 10 9,223 53,088 62,321
Grade 5 - Uncertain - 5,824 39,156 44,920
Grade 6 - At risk 48 2,159 26,407 28,694
Grade 7 - Probabls loss 33,460 894 42,036 46,380
Total maximum exposure to credit risk 131,405 440,960 514,841 1,087,208
GROUP - Jun 2011
Grade 1 - Undoubted 20,495 9,918 3,083 43,496
Grade 2 - Strong 66,988 252,808 33,022 354 818
Grade 3 - Sound * 160,297 515875 459,026 1,135,198
Grade 4 - Satistaclory 14,905 22,598 34,748 72,341
Grade & - Unceriain 4,690 5178 29,246 236,714
Grade 6 - At risk 561 2,804 18,013 21,478
Grade 7 - Probable joss 24911t 4040 11,315 40,266
Total maximum exposure to credit risk 284,937 813,921 598,453 1,707,311
PARENT - Dac 2011
Judgsmant portfolio
Grade 1 - Very Strong 4,162 - 485 4,647
Grade 2 - Strong 17,232 - - 17,232
Grade 3 - Sound 30,280 1,001 4,056 36,237
Grade 4 - Adequate 33,380 4,731 3,1 41,021
Grade 5 - Acceptable 42,675 5874 14,547 63,196
Grade § - Monltor 10,701 4,813 18,207 33,811
Grade 7 - Substandard 9,710 4,267 5,361 19,338
Grade 9 - At risk of loss 20,756 - - 20,756
Total Judgement portfolio 168,916 20,786 47,437 237,138
Behavioural portfolie
Current 3,219 333,471 723 337,413
Adlive - 6,180 - 6,180
Arrangement - 549 - 549
Repossessed - 734 - 734
Total Behavioural portfolic 3,219 340,934 723 344,876
Total maximum exposure to credit risk 172,134 361,720 48,160 582,014
PARENT - Jun 2011
Grade 1 - Undoubted 20,495 9,808 1,810 113
Grade 2 - Strong 48691 247,800 26,868 323,379
Grade 3 - Sound 75,387 88,271 45,884 207,542
Grade 4 - Satisfactory 14,296 14,888 9,883 39,267
Grade § - Uncertain 4,484 101 4,926 9,611
Grade 6 - At risk 84 502 3,184 3,750
Grade 7 - Probable loss 7,836 2,825 295 10,956
Total maximum exposure to credit risk 171,273 362,295 92,950 626,518
{d) Commitments to extend credit _
Non-securitised Securitised Total
Dee 2011 Dec 2010  Jun2011  Dec 2011 Dec2010 Jun2041  Dec 2011 Dec2010  Jun 2011
$000 $000 $009 $000 $000 $000 $000 $000
GROUP )
Undrawn facilities avaitable to .
mm{‘?:;:' - o 125338 51,574 74,000 - - 49 125,336 51,574 74,148
Cond commitments to fun
at future dales 31,201 28,088 19,199 - - - 31,201 28,088 19,199
PARENT o
Undrawn facilities available to 13677 23530 . 49 13,677 23,570
cusiomers ]
Conditional commiiments to fund 5379 B . . 5379 .
gfuluredales

The comparative noles for the Group for the pariod ended 31 December 2010 rafiact the MARAC Group only. Referto Nota 1 for further infanmation.
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30 Liquidity risk

Liquidity risk Is the risk that the Group may encounter difficulty in raising funds at short notice to meet its commitments and arises from any
mismatch of the maturity of financial assets and Jiabilities. Responsibility for liquidity management is delegated to the Asset and Liability
Committee (ALCO}, wilh the Risk Committee providing oversight.

The Group manapes fiquidity and funding risk by:

- weekly liquidity repeing and scenario analysis {o quantify the Group's current and forecast position.

- maintaining a diverse and stable funding base,

- retaining borrowing facilities committed to the Group by registered banks.

- holding a portfolio of liquid assets,

- ensuring the liquidity management framework is compliant with local regulatory requiremants.

The following tables show the cash flows on the Group's financial fabilties and unrecognised loan commitments on the basls of their earliest
possible contractual maturity.

In the following tables, lotal financial assets do not include unrecognised loan commitments and total financiat liabilities do not include undrawn
commiited bank facifities.

The tables include estimates as to the average interest rate applicable for each asset or liability class during the contraciual term.

Contractual liquidity proflle of financial assets and ilabilties

On 0.6 612 12 2.5 5+
Demand Months Months Years Years Years Total
$000 $000 $000 $000 $000 $000 $000

GROUP - Dec 2011
FInancial assets
Cash and cash equivalents 118,564 - - - - - 118,564
Investments - 504 504 1,009 25,854 - 27871
Finance receivables - 650,648 402,478 353,956 §32,770 §97,328 2,437,181
Finance receivables - securitised - 61,529 54,584 88,569 88,357 119,341 412,780
Derivative financial assets 2,823 - - - - - 2,823
Other financial assets - 8,230 - - - - 8,230
Total financial assets 121,387 620,911 457,966 443,534 646,981 716,670 3,007,449
Financial Habllltles
Borrowings 255,808 859,187 391,882 234,442 52,326 - 1,793648
Borrowings - securitised - 4,661 190,984 76,392 B - 272,037
Derivative financial fiabilities 2,162 - - - - - 2,162
Qther financial liabilities - 18,456 - - . - 18,456
Total financlal liabilitles 257,971 882,304 582,866 310,934 52,326 - 2,086,304
Net {ir lal assets (136,684) (261,393) (124,900} 132,700 594,655 716,670 921,148
Unrecognised loan commitments 125,336 - - - - - 125,336
Undrawn committed bank facilities 360,000 - - - - - 360,000

The undrawn committed bank facilities totalling $360.0 million are available to be drawn down on demand. To the exient drawn, $50.0 million is
contractually repayable in 0-8 months time, $110.0 million is contractuatly repayable in 6-12 months time and $200.0 million is contractually
repayable in 1-2 years time upon facility expiry. Subsequent to reporting date, the syndicated bank facilities have beer extended 6 months.

GROUP - Dec 2010
Financial assets

Cash and cash equlvalents 78,549 . - - - - 78,549
Finance receivables - 334,003 192,975 241,828 334,977 1078 1,104,881
Finance receivables - securitised - 45,680 38,846 61,455 47,557 - 193,538
Derivative financial assets 4,995 - - - - - 4,895
Other financial assets - 29,690 - - - - 29,690
Total financlal assets 83,544 409,373 231,821 303,283 382,534 1,078 1,411,633
Financial ilabliities

Borrowings 53,293 311,498 296,543 120,381 129,767 - 911,488
Borrowings - securitised - 3,306 149,569 - - - 152,875
Derivative financfal llabllitles 1,216 - - - - - 1,216
Other financial liaklities - 30,235 - - - - 30,235
Total flnancial liablilties 54,509 345,039 446,118 120,381 129,767 - 1,085,814
Net financial assets 29,035 64,334  {214,297) 182,902 252,767 1,078 315,918
Unrecognised loan commitments 61,574 - - - - - 51,574
Undrawn committed bank facilities 250,250 - - - - - 250,250

The undrawn committed bank facilities totalling $250.3 million were available to be drawn down on demand. Ta the extent drawn, $200.3 million
was contractually repayable in 8-6 months time and $50.0 million in 6-12 months time upon the facllities expiring.

The comparative notes for the Group for the period ended 31 December 20710 reffect the MARAC Group only. Refer to Note 1 for fuither Information.
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For the six months ended 31 December 2011

30 Liquidity risk {continued)

Contractual liquidity profile of financlal assats and llabllities

On 08 CXT] 13 75 5t
Demand  Months  Months Years Years Years Total
$000 $000 $000 $000 $000 $000 $000
GROUP - Jun 2011
Financlal assets
Cash and cash equivalents 77373 185,678 - - - - 267,452
Investments - 7,036 4,327 621 10,556 1,038 20,578
Flnance receivables - 433,361 215,885 335376 517,624 767,084 2,269,530
Finance recelvables - securitised - 49,601 44,479 72,866 64,806 49458 281,008
Derivative financial assets 3,048 - - - B - 3,048
Other financial assets - 3,651 - - - - 3,551
Total financlal assets 80,821 683,228 261,691 408,863 592,986 817.678 2845167
Financial llabllities
Borrowings 166,262 948688 319,267 79,118 135550 1,980 1,650,875
Borrowings - securitised - 3,632 174,847 6682 20,056 . 199,217
Derivative financial liabilities 2,444 - - - - - 2,444
Other financial labilities - 15,677 - - - - 18,677
Total financlal llabliities 168,706 967,997 494,114 79,800 155,606 1,880 1,868,213
Not financlai assets {87,885) (284,7G69) (232423} 329,063 437,380 815,588 976,954
Unrecognised loan commitments 74,148 - . . - - 74,148
Undrawn committed bank facilities 260,000 - - . . . 280,000

The undrawn commitied bank facilities tolalling $280.0 million were available to be drawn down on demand. To the extent drawn, $25.0 million
was coniractuelly repayable In §-12 months time, $155.0 million was contraclually repayable In 1-2 years time and $100.0 million was coniractually

repayable In 2-5 years time upon the faclliies expiring.

On 0-6 . B2 1-2 2.5 5+
Demand Months  Months Years Years Years Total
$000 $000 $000 $000 $000 $000 $000

PARENT - Dec 2011
Financlal assets
Cash and cash equivalents 100,708 - - - - - 100,708
investments - 504 504 1,009 25,854 - 27,871
Dus from related parties 1,072,843 - - B - - 1,072,843
Finance recelvables - 108,094 68,368 65901 121,962 597329 951,654
Finance receivables - securitised - 7,928 5,452 8,454 25642 119,341 167,824
Derivative financlal assets 2,823 - - - - - 2,823
Other financlal assets - 1117 - - - - 1117
Total financlal assets 1,176,374 117,643 74,324 65,364 174,455 716,670 2,324,840
Financial llabltitles :
Borrowings 255,809 859,187 391,882 234,442 52,326 - 1,793,646
‘Borrowings - securliised - 1,285 1,285 76,392 - - 78,962
Derivative financial liabilities 806 - - - - - 808
Other financial liabffities - 13,582 - - - - 13,582
Total finariclal Habilitles 286615 874,084 393,167 310,834 52,328 - 14,886,596
Net flnanclal 919.768 (756,411) (318,843) {245470) 122138 716,870 437,844
Unrecognised loan commitments 13,677 - - - . - 13,677
Undrawn commitied bank facilities 250,000 - - - - - 250,000

The undrenwn committed bank facilitfes totailing $250,0 milllon were available to be drawn down on demand. To the extent drawn, $50.0 million
was confractually repayable In 0-6 months time and $200.0 milfion was contractually repayable in 1-2 years time upon facility expiry.

The comparative notss for the Group for the period ended 31 Decomber 2016 reflec! the MARAC Group only. Referto Nolte 1 Iorfumleﬂnlannuian.
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30 Liquidity risk {continued)

On 0-6 6-12 1-2 2-5 5+
Pemand Months Months Years Years Years Total
$0006 $000 $0006 $000 $000 $000 $000
PARENT - Juh 2011
Financlal assets
Cash and cash equivalents 56,449 189,679 - - - - 246,128
investments - 7,036 1,327 621 10,556 1,038 20,578
Due from related parties 740817 - - - - - 740,817
Finance receivables - 115,948 §6,410 103,085 165,490 764,633 1,205,576
Finance receivables - securitised - 2,624 1,771 3,713 11,439 49,456 69,003
Derivative financial assets 3,048 - - - - - 3,048
Other financial assets - 1,610 - - - - 1,610
Total financlal assets 800,214 316,897 59,508 107,428 187,485 815127 2,286,760
Financlal llabllities
Borrowings 166,262 948,688 319,267 79,118 135,550 1990 1,650,875
Borrowings - securitised - 341 341 882 20,056 - 21,420
Derivative financial liabilities 1,127 - - - - - 1,127
Other financial #abilities - 9,624 - - - - 9,624
Tota} financial labllities 167,389 958 653 319,608 79,800 155,606 1,990 1,683,046
Net financial 632,925 {641,756)_ (260,100) 27,628 31,879 813,137 603,714
Unrecognised ioan commitments 23,579 - - - - - 23,579
Undrawn committed bank facilities 255,000 - - - - - 255,000

The updrawn committed bank facilities totalling $255.0 million are available to be drawn down on demand. To the extent drawr, $155.0 million is
contraclually repayable in 1-2 years time and $100.0 million is contractuatly repayable in 2-5 years time upon the facilities expiring.

Expected maturity profile of financial assets and liabilitles
The tables below show management's expected maturities of existing financial assets and financlal liabilities.
Expected maturities of financial assets are based on management's best estimate having regard to current market condilions and past
experience. The expected maturities of securitised borrowings are based on the expected maturities of securitised receivables and historical

deposit and debenture reinvesiment levels have been applied to other borrowings. Other financial liabiiities refiect contractual maturities.

The below does not reflecl a forward looking view of how the Group expects actual financial assets and fiabifities to perform in the future, as it
does not include new lending and borrowing.

on 0-6 612 1-2 2.5 5+
Demand Months  Months Years Years Years Total
$000 $000 $000 $000 $000 $000 $000

GROUP - Dec 2011
Financlal assets
Cash and cash equivalents 118,564 - - - - - 118,564
Investments - 504 504 1,009 25,854 - 27871
Finance receivables - 546,828 458,631 391,696 680,974 174 2,077,703
Finance recelvables - securitised - 715,975 51,104 84,592 121,751 - 343,422
Derivative financlal assat 2823 - . - - - 2,823
Other financial assefs - 8,230 - - - - 8,230
Total financial 121,387 621,537 519,639 477,297 828,679 174 2,578,613
Financial Habliltles
Borrowings 2,558 284,669 231,413 457,918 §58,372 372642 1915572
Borrowings - securitised - 81,170 48,688 &6,184 106,265 - 282,307
Derivative financial liabilities 2,162 - - - - - 2,162
Other financial liabilities - 15,456 - - - - 18,456
Total fir fal llabiitles 4,720 374,295 280,101 524,102 662,637 372,642 2,218,497
Net financlal assets 116,667 257,242 239,538 {46,808} 165,942  (372,468) 360,116
Unrecognised loan commitments 125,336 - - - - - 125,336
Undrawn cornmitted bank facilities 360,000 - - - - - 360,000

The comparative notes for the Group for the pericd ended 31 December 2010 reflect tha MARAC Group only. Referio Nole 1 for further information.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS continued

For the six months ended 31 December 20m

30 Liquidity riek (cnntinucll)

Expected maturlty profile of financial assets and llabllitles

On @8 612 1-2 2.5 5+
Demand  Menths  Months Years Years Years Total
. $000 $000 $060 $000 $000 $000 $000
GROUP - Dec 2010
Financlal assets
Cash and cash equivalents 78,549 C - - - - - 78,549
- Finance receivables - 299,363 255,098 281,856 203,516 - 1,130,733
Finance receivables - securilised - 58,786 43,472 §8,479 34,881 - 103,618
Derlvative financial assets 4,095 - - - - - 4,995
Other financial assels - 29,600 - - - - 29,690
Total financlal 83,544 385,839 200,470 340,335 328,397 = 1,437,565
Financial liabliitles
Bomowings 53,293 175545 211,020 201,677 197,604 825 929,773
Borowings - securifised - 3,306 149,560 - - - 162,875
Derivative financial liabllities 1216 - - - - - 1,216
Other financial liabliities - 30,235 - - - - 30,235
Total financial llabilitles 54,509 209,086 360,598 291,677 197,804 625 1,914,089
Net financial assets 28,035 176,753 (61,128) 48,658 130,793 {625) 323,486
Unrecognised loan cammitmants 51,574 - - - - - 51,674
Undrawn committed bank faclities 250,250 - . - - - 250,250
on 06 812 1-2 2-8 54
Demand Months  Months Years Yeara Years Total
. $000 $000 $000 $000 $000 $000 $000
GROUP - Jun 2011
Financial assets
Cash and cash equivalents 77,773 189,679 - - - - 267,452
Investments - 7,038 1,327 821 10,656 1,038 20,578
Finance receivables - 396,687 303,218 383,950 718,916 - 1,800,771
Finance racelvables - securilised - 62,667 49,735 69,475 70,182 - 252,069
Derivallve financial assets 3,048 - - - - - 3,048
Other financial assets - 3,551 - - - - 3.551
Total financial assets 80,821 659,620 354,280 454,046 797,664 1,038 2,347,468
Financial llabllities
Borrowings - 267,635 165,380 307,165 505,886 515471 1,794,556
Borrowings - securitised - 3,632 174,847 682 20,058 - 199,217
Derivative financial fiabilities 2,444 - - - - - 2,444
Other financial llabilities - 15,677 - - - - i5.677
Total financlal iiabllittes 2444 286,944 370,246 307,847 525,942 515471 2,008,894
Net financial assets 78,377 372,676 {15,966) 146,199 271,722  {514,433) 338,578
Unrecognised loan commilments 74,148 - - - oo - 74,148
Undrawn committed bank facilities 280,000 - - - - - 280,000

. The comparative notes for the Group lor the peried ended 31 Dacember 2010 reflect the MARAC Group only. Refer 1o Note 1 for lurther information.
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30 Llquidity risk (continued)
Expected maturity profile of financlal assets and liabilitles
on 0-6 6-12 1.2 2-5 §+
Demand Months Months Years Years Years Total
$000 $000 $000 $000 $000 $000 $000
PARENT - Dec 2011
Financlal assets
Cash and cash eguivalents 100,708 - - - - - 100,708
investments - 504 504 1,008 25,854 - 27,871
Due from related parties 1,072,843 - - - - ~ 1,072,843
Finance recelvables - 108,094 68,368 55,901 351,477 174 584,014
Finance recelvables - securitlsed - 7,928 5,452 8,454 76,674 - 98,508
Derivative financial assets 2,823 - - - - - 2823
Other financial assets - 1,117 - - - - 1,117
Total financial assets 1,176,374 117,643 74,324 65,364 454,005 174 1,887,884
Financial liabllities
Borrowings 2,558 294,669 231413 457,918 556,372 372,642 1915572
Borrowings - securilised - 5,807 3,736 5,282 70,745 - 85,570
Derivative financiat liabilities 806 - - - - - 806
Other financial liabilities - 13,582 - - - - 13.582
Total financial liabltities 3,364 314,058 235,149 463,200 627,417 372,642 2,015,530
Net financial assets 1,173,010  (196,415) (160,825) {397,836) (173,112) (372,468} (127,646)
Unrecognised loan commitments 13,677 - - - - - 13,677
Undrawn committed bank fagilities 250,000 - - - - - 250,000
on 0-6 6-12 1.2 2-5 5+
Demand Months Months Years Years Years Total
$000 $000 $000 $000 $000 §000 $000

PARENT - Jun 2011
Financial assets
Cash and cash equivalents 56,449 189,879 - - - - 246,128
Investments - 7.036 1,327 821 10,556 1,038 20,578
Due from related parties 740,817 - - - - - 740,847
Finance recelvables - 115,948 56,410 103,085 441,869 - 717,322
Finance receivables - securitised - 2,624 1,771 3,713 31,196 - 39,304
Derivative financial assels 3,048 - - - - - 3,048
Other financial assets - 1,610 - - - - 1,610
Total fir lat t 800,214 316,897 59,508 107,429 483,621 1,038 1,768,807
Financial tiabllities
Borrowings - 267,635 185,399 307,165 505,886 515471 1,791,656
Borrowings - securitised - 3 341 682 20,058 - 21,420
Derivative financial liabilities 1.127 - - - - - 1,127
Other financial liabiiities - 9,624 - - - - 9,624
Total financial liabilities 1127 277,600 185,740 307,847 525942 515471 1,823,727
Net financial assets 799,187 39,297  (136,232) (200,418)  (42,321) (514,433) (54,920)
Unrecognised Ioan commitments 23,579 - - - - - 23,579

255,000 - - - . - 255,000
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31 Interest rate risk

NOTES TO THE INTERIM FINANCIAL STATEM ENTS continued

For the six months ended 31 December 20m

Interest rate risk is the risk that markel interest rates will change and Impact on the Group's financial resulis by affecting the margin between
Interest earning assets and Inlerest bearing liablilies. The Group monitors market Interest rales on a dally basis and regulasy revisws Interest
rate exposure. Interast rate risk Is mitigated by management’s frequent monltoring of the Interest rate repricing profiles of bonbwings and finance
receivables, and whera appropriate, the establishment of derlvative Instruments.

Contractual repriclng analysls

The Interest rate risk profile of financial assets and labililes that follows has been prepared on the basls of materily or next repricing date,

whichever Is earlier.

Effective 0-6 §-12 1-2 25 5+
Int Rate Months Months Years Years Years Total
% $000 $000 $000 $000 $000 $000

GROUP - Dec 2011
Financial assets
Cash and cash equivalents 2.16% 118,564 - - - - 118,564
Investments 4.15% 24,309 - - - - 24,309
Dua from related parties - 272 . - . . 272
Finance recelvables 8.46% 1,245,541 161,600 173388 208,442 - 1,788,971
Finance recelvables - securiised 9.81% 100,088 47,921 74,094 55,137 - 206,240
Other financial assets - 10,781 - - - - 10,781
Total financial assets 1,508,666 209,521 247,482 263,579 - 2220137
FInancial liabilities
Borrowings 5.98% 1,008,853 366,819 213,837 41835 - 1,721,144
Borrowings - securiissd 3.53% 264,407 - - - . 264,407
Ofther financlal liabitities - 20,621 - - . - 20,621
Total financial llablliiies 1,383,881 366,818 213,637 41,835 - 2,006,172
Effect of derivatives held for fisk management 119480  (85209)  (7,764)  (46,507) - -
Net financial assets 244,154 (222,507) 26,081 175,237 - 222,965
GROUP - Dec 2010
Financlai assets
Cash and cash equivalenls 3.35% 78,549 - - - - 78,549
Due from related parties 12.97% 27,525 - - - - 27,525
Finance receivables 10.75% 892,756 198,209 190,174 144,893 - 925,951
Finance recelvables - securitised 11.63% 47,203 36,208 48,705 29,051 - 161,256
Other financlal assets - 2,185 . - - - 2,165
Total financlal assets 548,287 234,415 238,879 173,864 = 1,195,445
Financial llabllities
Borrowings 7141% 337,008 263,595 109,234 124,841 - 855,378
Borrowings - seeuritised 4.45% 149,278 - - - - 140,278
Qther financial liabilities - 31,451 - - . - 31,4581
Total financial liabilities 518,837 283,595 109,234 124,641 - 1,036,107
Effect of derivalives held for risk management 39,880 (35,660) (55450) 61,220 - -
Net financial assets 69,530 {84,830) 74,195 100,443 - 159,338
GROUP - Jun 2011
Financial assets
Cash and cash equlvalents 3.52% 267,034 - - - - 267,034
Investments 6.15% 6,795 987 - 9,013 1,036 17,831
Finance receivables 0.20% 908,566 180405 230,015 178,632 - 1,497,618
Finance receivablas - sacurilised 10.65% 66,582 38,368 59,700 45,045 - 209,693
Other financial assets - 6,508 - - - - 6,599
Total financlal assets 1,255,576 219,758 289,715 232,890 1,036 1,998,775
Financlai liabilities
Bomrowings 5.89% 1,101,545 290,036 61,623 131,043 - 1,593,247
Borrowings - securilised 3.75% 104,277 - - - - 194,277
Other financial flabiities - 18,121 - - - - 18,121
Total financial liabilities 1,313,043 299,038 1,623 131,043 - 1,805,645
Etfect of derivatives held for risk management 150,984 (77,519) (80,4385} 186,970 - -
Net financial assets 92,617 (156,797} 137,657 118,617 1,036 183,130
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31 Interest rate risk {Continued)
Effective 0-6 6-12 12 2.5 5+
Int Rate Months Months Years Years Years Total
% $000 $000 $000 $000 $000 $000
PARENT - Dec 2011
Financial assets
Cash and cash equivalents 2,54% 100,708 - - - - 100,708
nvestments 4.15% 24,309 - - - - 24,309
Due from related parties - 1,072,843 - - - - 1,072,843
Finance receivables 7.35% 424313 41,663 27,397 6,757 - 500,130
Finance receivables - securitised 6.20% 64,577 6,581 7,186 3,570 - 81,884
Other financial assets - 3,940 - - - - 3,940
Total financial assets 1,690,690 48,244 34,553 10,327 - 1,783,814
Financial liabilities
Borrowings 598% 1,099,202 366,819 213,637 41,835 - 1,721,583
Borrowings - securitised 343% 75,000 - - - - 75,000
Other financial liabilities - 14,393 - - - - 14,393
Total financial liabilities 1,188,685 366,819 213,637 41,835 - 1,810,976
Effect of derivalives held for risk management 110 (33,499) 42,026 (8,637) - -
Net financial assets 502,115 (352,074) (137,058)  (40,145) - {27,162)
PARENT - Jun 2011
Financial assets
Cash and cash equivalents 3.58% 245322 - - - - 245322
Investments 6.15% 8,785 987 - ¢,013 1,036 17,831
Due from related parties - 740,817 - - - - 740817
Finance receivables 7.02% 460,732 62,382 69,794 11,469 - 504,384
Finance recelvables - securitised 6.35% 26,743 2,724 1,989 6875 - 32,131
Other financial assets - 4,658 - - - - 4,658
Total financlal assets 1,485,074 56,093 71,783 21,157 1,036 1,635,143
Financiai llabllities
Borrowings 5.89% 1,102,029 299,036 61,623 131,043 - 1,693,731
Barrowings - securitised 3.41% 20,000 - - - - 20,000
Other financial llabllities - 10,751 - - - - 10,751
Total financlal liabi/itles 1,132,780 299,036 61,623 131,043 - 1,624,482
Effect of derivalives held for risk management 28,034 (37,429) (33,315) 42,710 - -
Net financial assets 380,328  {280,372) {23,155} {67,176) 1,036 10,664

The tables above illustrate the periods in which the cash flows from interest rate swaps are expected to occur and affect profil or loss.

The management of interest rate risk against interest rate gap limits Is supplemented by monltoring the sensitivity of the Group's financial assets
and liabilities to various standard and non standard interest rate scenarios. Standard scenarsios which are considered on a monthly basis include a
100 basis point parallel fall or rise in the yield curve. There is no material impact on profit or loss or on other comprehensive income in terms of a
fair value change from movements in market interest rates. Furthermore there 1s ne material cash flow impact ¢n the Statements of Cash Flows
from a 100 basis point change in interest rates.

32 Contingent Nabilities and commitments

GROUP PARENT
Dec 2094 Dec 2096 Jun 2011 Dec 2091  Jup 2011
$000 $000 $000 $000 $000
Letters of credil, guarantees and performance bonds 2,530 2,340 1,770 - -
Tofal contingent liabilities 2,530 2,340 1,770 - -

The coimparative notes for the Group for the period ended 31 December 2010 reflect the MARAC Group only. Referlo Nole 1 for further information.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS cortinued

For the six months ended 31 December 20m

33 Staff share ownership arrangements

Discretionaty share scheme

At 30 June 2010, the trusteas held 80,009 shares in PGC on behalf of certain senlor MARAC staff. The frustees participated in the PGC dividend
relnvestment plan In December 2010, resulting In an aliotment of a further 2,160 shares. A folal of 9,681 PGC shares were transferred to staff
during the year ended 30 June 2011. In May 2011 38,436 PGC shares were exchanged for 14,072 HNZ shares. No PGC or HNZ shares were
transferred to siaff In the six months ended 31 December 2011, At 31 December 2011 the trustees held 14,072 PGC shares and 14,072 HNZ
shares for these senior stalf members.

In August 2011, the Heartland New Zealand Limited employee share plan was established. The terms and conditions of the employee share plan
have yet to be determined by the Board.

Executive share scheme

In January 2011, the PGC execufive share plan was established, resulting (n an alloiment of 803,993 PGC shares to centaln sentor MARAC staff,
A total of 402,000 PGC shares were fransferred to executives during the year ended June 2011. In May 2011 294,263 PGC shares were
cancelled in exchange for 107,736 HNZ shares. A total of 107,738 PGC shares and 107,736 MNZ shares were transferred to executives during
the six months ended 31 December 2011, At 31 Decemnber 2011 the trustees held no shares in PGC or HNZ for these executives,

The 1otal expense recognised during the period in relation to these share schemes was $115,346 (December 2010: $44,262; June 2011:
$464,072), i

Additionally, in January 2011 cerialn key executives of the Group who were praviously employed by PGC also participated in the PGC Executive
Share scheme, resulting In an allotment of 3,574,992 PGC shares, A total of 1,787,500 PGC shares ware transferred to executives during the year
ended 30 June 2011. In May 2011 1,308,449 PGC shares were cancelled in exchange for 479,050 HNZ shares, A total of 479,050 PGC shares
and 479,050 BNZ shares were transferred to executives during the six months ended 31 December 2011, At 31 December 2011 the trustees held
no sharas in PGC or HNZ for these executives, No expense Is recognised in relation to these shares as the cost was borne by FGC.

34 Business Combinations

{a) Heartiand Bullding Soclety merger
On 6 January 2011, the Parent acquired the assets and engagements of SCBS and CBS and all of the shares in MARAC Finance Limited. As
part of this process:
» MARAC Financlal Services Limited exchanged lis shareholding In MARAC and Jts investment In MARAC JV Holdings Limlted for shares In
HNZ. The agreed consideration of $206,769,000 converted 1o the issue of 3.94 fully paid shares in HNZ in exchange for each MARAC
share.
e The Parent, & wholly owned subsidlary of HNZ, acquired all of the assets and engagemenis of SCBS and CBS for the total agreed
consideration of $79,574,000.
» The Parent acquired alt of the shares in MARAC through HNZ transferring #s shareholding In MARAC to the Parent (through its subsidiaries
as intermediate holders).

Fair value of consideration transferred at acquisition date GROUP
05-Jan-11
§$000
Shares issued, at fair value 79,574
Conslideration transferred 78,574
Identitiable assels acquired and llabllities assumed Falr value
05-Jan-11
$000
Assets :
Cash and cash equivalents 207,126
Investments 21,540
Finance recaivablas 669,689
Other asseis 12,0756
Intangible assets 165
Total assets 910,585
Llabilities
Borrowings B41,335
Qther liabilities 9,817
Contingent liabilities . -
Total Kabllitles 851,152
Total net ldentifiable assets 58,433
Total consideration transferred 70,574
Fair value of |dentifiable net assets 59,433
Coodwlll 20,141

Goodwill on acquisition of §20.1 million has arisen due 1o expected benefits of the newly formed financlal services group. Heartland Building
Society has the benefits of scale and scope and is expected to be value enhancing for all shareholders and offers a better outcome than could be
expected as standalone entities,

Goodwill of $20.1 million has not been allocated to Indlvidual cash generating units, as the future economic banefit s attributable 1o all business
units. The Group's management and board continue to monitor goodwill at a total level.

The comparalive noles for the Group for the period ended 81 December 2010 reflect the MARAC Group only. Refer to Note 1 Ibilunher Information.
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34 Bustness Combinatlons (continued)
{b) Purchase of PGG Wrightson Finance Limlted

On 31 August 2011, Heartland Building Society acquired 100% of PWF from PGW. PWF offers a wide range of financial services, specialising in
the rural sector.

The purchase price was $98.0 million being an amount equal o the net tangible assets of PWF, adjusted to take account of certain agreed items.
In consideration:
* PGW retained certain loans, most of which were impaired {(excluded loans). PWF transferred these excluded loans to a special purpose
vehicle (SPV} established by PGW. This resulted in a debt belng owed by the SPV back to PWF of $73.1 million.
s The Parent paid PGW cash of $24,9 milfion.

Contemporaneously, Heartlang Building Soclety's parent, Heartiand New Zealand issued $10.0 million of shares to PGW.
On the 31st of August 2011 immediately prior to settlement $52.7 miilion of loans not previously recorded in the accounls of PWF that were

subject to a risk sharing agreement between PWF and ASB Bank and were purchased by PWF far cash. Of these loans $37.3 million form part of
the finance receivables purchased by Hearlland and $15.4 million were exciuded loans transferred to the SPV.

Fair value of consideration transferred at acquisition date GROUP
31-Aug-11
$000
Excluded loans and deferred lax 73,115
Cash paid 24898
Consideration transferred 98,013
Identifiable assets acquired and liabilitles assumed Falr value
31-Aug-11
$000
Assets
Cash and cash equivalents 61,643
Finance receivables * 371,627
COther assets 1,346
Total assets 434,616
Liabilitles
Due to related parties ** 335,703
Other liabilities 900
Contingent liabilities .
Total lfabilitles 336,603
Total net identiflable assets 98,013
Total consideration transferred 98,013
Falr value of Identifiable net assets 98,013
Goodwil -

* Prior o the final seftfement on 31 August 2011 the Group purchased a $29 mifion loan from PWF for cash, bringing the tolal receivables
acquired to $401 milllon.

“* Due to related parties consists of PWF's bormowlngs acquired of $408.8 million which was transferred to become deposits in the Parent on 31
August 2011, offset by $73.1 million excluded loans and deferred tax.

As part of the acquisition, the Parent and PGW entered into a Deed of Guarantee and Indemnity in relation to the Recourse Loans, with book
value on acquisition of $30.6 million. This arrangement provides the Parent with a guarantee from PGW In relation to the fulure payment of
principal and interest on the Recourse Loans for a prescribed period of three years. As at 31 December, total recourse loans of $30.0 million are
included in the Group's finance receivables.

Transactions separate from the acquisition
The Group incurred acquisition-related costs of $0.8 million in the year to 30 June 2011 and $0.2 millicn in the &ix months to 31 December 2011,
relating to external fegal fees and due diligence cosis. These costs are Included In selling and adminlstration expenses.

35 Events after the reporting date

There have been no material events after the reporting date that would affect the Interpretation of the financial statements or the pedformance of
the Group.

The comparative notes for the Group for the period ended 31 Decermber 2010 reffect the MARAC Group only. Refer o Note 1 for further information.
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45 AUDIT REPORT

Independent auditor’s report

To the shareholder of Heartland Building Society

Report on the interim financial statements

We have audited the accompanying interim financial statements of Heartland Building
Socicty (the “parent™) and the group, comprising the parent and its subsidiaries, on pages 4 10
44. The interim financial statements comprise the statements of financial position as at 31
December 2011, the statements of comprehensive income, changes in equity and cash flows
for the six month period then ended, and a summary of significant accounting policies and
other explanatory information, for both the parent and the group.

Directors” responsibility for the interim financial statements

The directors arc responsible for the preparation of interim financial statements in accordance
wilth generally accepted accounting practice in New Zealand and International Financial
Reporting Standards that give a true and fair view of the matters to which they relate, and for
such internal control as the directors determine is necessary 1o enable the preparation of
interim financial statements that are free from material misstalement whether due to fraud or
error,

Auditor's responsibility

Qur responsibility is Lo express an opinion on these interim financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing (New
Zealand). Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance abouwt whether the interim financial
statements are free from matenial misstatement,

An audit involves performing procedures 1o obtain audit evidence about the amounts and
disclosures in the interim financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of the
interim financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the parent and group’s preparation of the
interim financial statements that give a true and fair view of the matters to which they rclate
in order 1o design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the parent and group’s internal
control, An audit also inchudes evalvating the appropriatencss of accounting policies used and
the reasonableness of accounting cstimates, as well as evalualing the presentation of the
interim finaneial statements,

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

Our firm has also provided other services 1o the parent and group in relation to general
accounting services, Partners and employees of our firm may also deal with the parent and
group on normal terms within the ordinary course of trading activities of the business of the
porent and group. These matters have not impaired our independence as auditor of the parent
and group. The firm has no other relationship with, or interest in, the parent and group.
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Opinion

In our opinion the interim financial stalements on pages 4 to 44:

o comply with generally accepted accounting practice in New Zealand;
e  comply with International Financial Reporting Standards;

e give a truc and fair view of the financial position of the parent and the group as a1 31
December 2011 and of the financial performance and cash flows of the parent and the
group for the six month period then ended.

Report on other legal and regulatory requirements

In accordance with the requirements of sections 16{1){d) and 16{1)(e) of the Financial
Reporting Act 1993, we report thal:

e we have obtained all the information and explanations that we have required; and

e in our opinion, proper accounting records have been kept by Heartland Building Socicty
as far as appears {rom our examination of those records.

[\?M(,

16 February 2012
Auckland
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