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DIRECTORS' CERTIFICATE

(Securities Act 1978 Section 37A(1A))

It is the opinion of all the Directors of the Hastings Building Society that after due
inquiry by them:

1. The financial position shown in the Statement of Financial Position referred to
in the Registered Prospectus dated 27 August 2009 has not materiailly and
adversely changed during the period 31 March 2009 to the date of this
Certificate; and

2. The Registered Prospectus is not at the date of this Certificate false or
misleading in a materiai particular by reason of failing to refer or give proper
emphasis to adverse circumstances.

This Certificate is accompanied by financial statements for the six month period from
the date of the Statement of Financial Position referred to in the Registered
Prospectus and which have been prepared in accordance with the Regulations.
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HASTINGS BUILDING SOCIETY

STATEMENT OF COMPREHENSIVE INCOME
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

Note Sep 09 Sep 08 Mar 08
(6 mths) {6 mths) {12 mths)
Unaudited Unauditad
$000 $000 $000
REVENUE
Interest revenue 3 6,261 11,006 19,735
Finance costs 4 4,864 8,773 16,498
Net interest revenue 1,397 2,233 3,237
Other income 5 262 31 304
Total Operating Income 1,659 2,264 3,541
EXPENDITURE
Bad & doubtful loans ] 134 376 1,025
Employee expenditure 7 443 487 911
Other expenditure 8 593 700 1,367
\ 1,170 1,563 3,303
Net operating surplus before fair value adjustment 489 701 238
Fair value gain/{loss) on intereus't rate swaps 9 539 (1,022) (1,886)
Net surplus/(deficit) before tax 1,028 {(321) (1,648)
Tax expense/(credit) 10 320 {(96) 510
Net profit/(loss) after tax 708 {225} - (1,138}
Movement in revaluation reserve (1) - 210
Comprehensive income for the period _ 707 (225) (928)

The attached notes to the financial stalements form part of and should be read in conjunciion with the financial stalements
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HASTINGS BUILDING SOCIETY

STATEMENT OF CHANGES IN EQUITY

FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

Balance at 1 April 2008

Total comprehensive income for the period

Balance at 31 March 2009

Balance at 1 April 2008

Total comprehensive income for the period

Balance at 30 September 2008 - Unaudited

Balance at 1 April 2009

Total comprehensive income for the period

Balance at 30 September 2009 - Unaudited

Retained Revaluation Total

Earnings Reserve Equity
16,200 676 16,876
-1,138 210 -928
15,062 886 15,948
16,200 676 16,876
-225 - -225
15,975 676 16,651
15,062 886 15,948
708 {1) 707
15,770 885 16,655

The attached notes to the financial stalements form part of and should be read in conjunction with the financial statements
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HASTINGS BUILDING SOCIETY
STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2009
Note Sep 09 Sep 08 Mar 09
{6 mths) {6 mths) {12 mths)
Unaudited Unaudited
$000 $000 $000

ASSETS
Cash and cash equivalents 12 37,685 44,053 45,873
Trade and other receivables 13 5 - 53
Taxation balance 106 - -
Secured advances 15-16 141,495 140,951 134,825
Property, plant & equipment 17 1,940 1,941 2,004
{ntangibles 18 20 28 25
Deferred taxation 10 373 90 832
TOTAL ASSETS 181,624 187,063 183,412
LIABILITIES
Shares 19 163,266 168,587 164,886
Trade and other payables 20 437 895 703
Taxation payable - 31 64
Derivative financial instruments 14 1,266 899 1,811
TOTAL LIABILITIES 164,969 170,412 167,464
EQUITY
Retained earnings 1 15,770 - 15,975 15,062
Revaluation reserve 1 885 676 886
TOTAL EQUITY 16,655 16,651 15,948
TOTAL LIABILITIES AND EQUITY 181,624 187,063 183,412

The attached notes lo the financial staternents form part of and should be read in conjunction with the financial stalements.
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HASTINGS BUILDING SOCIETY

STATEMENT OF CASH FLOWS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

Note Sep 09 Sep 08 Mar 09
tUnaudited Unaudited
$000 $000 $000
(6 mths) {6 mths) {12 mths)
CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:
Interest received 6,299 9,348 19,981
Other income 262 31 304
6,561 9,379 20,285
Cash was applied to:
interest paid 5,572 7,119 16,453
Break fees on derivatives 96 - 498
Tax paid 230 293 293
Staff & other expenses 973 1,139 2,171
6,871 8,551 19,415
Net cashfiows from operations before changes
in operating assets and liabilities {310) 828 870
CHANGES IN OPERATING ASSETS
AND LIABILITIES
Loan repayments 17,638 19,451 38,406
Loan advances (24,465) (16,318) (29,966)
Share funds received 128,096 120,108 221,862
Share funds withdrawn (129,148) (127,433) (232,696)
Net operating cash flows 21 (8,191) (3,364) (1,524)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from:
Sale of property, plant and equipment and
intangible assets 12 - -
Cash was applied to:
Purchase of property, plant and equipment and
intangible assets {9) {16) (36)
Net investing cash flows 3 (16) {36)
Total net increase/(decrease) in cash held (8,188) (3,380) (1,560)
Cash at the beginning of the period 45,873 47,433 47,433
Cash at the end of the period 12 37,685 44,053 45,873
e ———— ——  ————— 3 3

The attached notes to the financial stetements form part of and should be read in conjunction with the financial statements.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

1. REPORTING ENTITY

Legisiative Framework

Haslings Building Society (HBS) was established in 1865. It is a (inancial instiuton registered under the Buiiding Socielies Act 1965 in New
Zealand. |l is domiciled in New Zealand and ils main place of business is Hawke's Bay. HBS is an issuer for the purposes of lhe Financial
Reporting Acl 1993. The financial report is a general purpose financial report for HBS as an individual entily, which has been prepared in
accordance wilh the Financial Reporting Act 1893, the Building Societies Act 1965 and relevant Securiies Ragulations.

To meet lhe requirements of The Securities Act 1978 a Trust Deed was enlered inlo on 20 December 1930 between HBS and Trustees Executors
Limiled. Trusiees Execulors Limited as the Prudential Supervisor was appoinled lo acl in the interesls of the members of HBS by maniioring the
compliance by HBS of its obligations. its Rules, the Trust Deed and the Building Societies Act 1965, In addilion, the Prudenlial Supervisor is under
duly to sxercise reasonable diligence 1o ascectain whether HBS has:

{a) committed any breach of the Trusi Deed or any of the conditions of issue of lhe deposils and

(b} sufiicient assels lo meet is obligalions lo members, as they fall due.

Nature of Business
HBS operales in the financial senaces indusiry, laking deposils from and providing loans to members.

Members invest in HBS by way of wilhdrawable shares. The shares cannol be lransferred or sold. Throughout this document iy keeping with their
nature and (he Securities Acl 1978 shares are classified as debl insruments. Members are able to withdraw their funds subject lo cerain
conditons HBS makes loans to members or invests funds on the members’ behalf Inlerest and other Income 15 receved by HBS and inlerestis
paid on members’ shares.

HBS has no inlerest in any subsidiary, associate enlity or joinl veniure.

Authorisation of the Financlal Statements
These financial slatemeants are aulhonsed for issue by the Direclors on xx Decamber 2009,

Basis of preparation

These {inancial stalemenls have been prepared in accordance with generally accepled accounling practice in New Zealand. They comply with New
Zealand Equivalents 1o Inlernational Financial Reporing Standards {NZ \FRS) and other applicable Financial Reporing Standards, as appropriale
for profil onenled enlies. They also comply with internalional Financial Reporting Standards {IFRS).

Basis of messurement
These financia! stalemenis have been prepared under the hislorical cosl convenbon, as modified by the revalualion of certain-assels and liabilities
as identtfied in specilic accounting policies below.

Prasentation currency
The financial statemenis are presenled in New Zealand dollars, which s the funclonal currency of HBS. All values are rounded 10 the nearest
thousand dollars, unless otherwise sfated.

2. SIGNIFICANT ACCOUNTING POLICIES

The loflowing is a summary of the malerial accouniing poicies adopted by HBS in the preparalion of the financial repori. Excepl where slated, the
accounling policies have been consistently applied.

(a) Revenue
HBS recognises revenue when the amouni of revenue can be reliably measured, it is probable [hal future economic benefils will llow 1o HBS and when
speaific cniena have been mel for each of HBS' actvilies, as descnbed below

interest Revenus on Loans and Investments

interes! income is recognised on a lime-propartion basis using (he effeclive inleras!t method. This is a method of calculaling the amoriised cosl of a
financial assel and allocaling the wierest income over the refevani penod using the effeclive interest rale, which is the rale that exactly discounls
estimaled lulure cash receipts through the expecled life of the financial asset to the nel carmying amount of the financial assel.

Fees & Commissions Revenue

Fees and commissions are recognised in \he accounting period in which Lhe services 10 which they relala are rendered, by reference lo completion of
the spacific transaction assessed on lhe basis of the aclual service provided as a proportion of the lolal services 10 be provided. When (he contract
oulcome cannol be eslimated rehiably, revenue is recogmised only to the extent of the expenses recognised 1hal are recoverable.

{b) Finance Expenses

Finance expenses comprise inleres! expense on borrowings. impairment losses recognised on financal assels (excepl for loans and receivables),
tosses on the disposal of available-for-sale financial assets, and losses on hedging instruments ihal are recognised through Ihe income slalement
({including break costs for exiting interesl rale swaps prior (o the maturity dale).

All borrowing cosls are recognised in profil or loss using the effective inlerest method

{d) Leases

Leases of property, plant and equipment are operaling leases as the substanlial risks and benefils incidental lo ownership of the asset, are retained
by the legal owner. Paymenls made under operaling leases {nel of any mncentives received {rom the essor) ara charged lo the income statement on
a slraighl-line basis over lhe period of the lease

(e} Employee Benefits

Liabilittes for wages and salaries, including non monetary benefils, annual leave, and accumulaling sick leave expecled Lo be selled wilhin 12 months
of the reporiing dale are recognised in respect of amployees' services up lo the reporling date and are measured at the amounis expected (o be pawd
when lhe fiabililies are setiled. The liatlily for employee entillemants is carried at the presenl value of the eslimated fulure cash flows. All employee
enbtilements are expected o be paid within 12 monlhs of balance dale,
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 8 MONTHS ENDED 30 SEPTEMBER 2009

(P Financlal Instruments Racognition and Measurement
Financial assets not camied at fair value through profil of loss are inilially recogmised al fair value plus Wansaction costs. Financsal assels camied at

fair value through profit and loss are initiaily recognised ai (air value and fransaction costs are expensed in lhe income sialemenl Subsequeni lo
inilial recognition these inslruments are measured as sel out below.

Financial assels at fair valus through profit or loss

A linancial assel is classified in this category anly when the HBS becomes a parly to Lhe conlraclual provisions of lhe financial assel Realised and
unraalised gains and losses arising from changes in the fair value of these assels are included in lhe income stalement in the

period in which they arise.

Derivatives

Derivatives are financial instruments whose value changes in response lo a specified variable (eg interest rales); require no inikal net invesiment and
are seltled al a future date. HBS uses derivative financial instruments (interesl rate swaps) (o hedge its risks associaled with interest rale
lluctuations. Derivalive financial insrumenis do not qualify for hedge accounling and are racognised at fair value through profil or loss. The carrying
value of denvatives (which is heir fair value) has been classified as either a currenl assel or a current lizbilily, depending on whelher lhe fair value is
positive or negative.

Loans and receivables

Loans and receivables are non-derivalive linancial assels wilh fixed or delerminable payments thal are not quoled in an aclive markel. They are
slaled ai amorlised cosl using the effeclive inlerest rate melhod [ess eccumulaled impairment losses. Cash and cash equivalenls, Secured advances
lo members and Trade and other receivables listed in HBS's balance sheet are classified as loans and recsivables.

Held-to-msturity investments

These mvestmenis have fixed matunties. and it 1s HBS's intention 10 hold these invesiments lo matunty Any held-to-maturily invesiments held by
HBS are stated a{ amortised cost using the effechve interes! rate melhod less accumulaled impainment losses. HBS has no held lo maturity
invesiments in the reporied periods.

Available-for-sale financial assels
Available-for-sale financial assels include any financial assets nol included in the above categories. Available-for-sale financial assets ars reflecled al

faw value. Unrealised gains and kosses arising from changes in fair value are laken direclly lo equity. HBS has no available-for-sale financial assels
in the reported penods

Borrowngs {Sheres)
Borrowings are recognised inibally at fair value plus lransaclion cosls. Borrowings are subsequenlly slaled al amorttsed cost. Any diference between

the proceeds (nel of transaclion cosis) and the redemplion value is recognised in the income slaternent over the period of the borrowsngs using the
effective interest method.

Trade paysbies

Trade and olher payables represent unsecured liabihlies for goods and services provided to HBS prior fo the end of the financial year which are
unpaid. Trade and other payables are recognised inilially at fair value plus transaction cosls and subsequantly measured at amortised cosl using the
effeclive inlerest methad. As lrade and olher payables are uswally paid wilhin 30 days, they are carried at face value

Fanr value estimation

The fair value of financial assels and linancial liabililies mus| be eslimated for recognition and measuremenl purposes. The fair value of interesi rate
swaps is determined by reference to markel values for similar contracts. The fair value of financial instrumenls thal are not raded in an aclive markel is
determined using valualion lechniques.

{g) impalrment of Loans
Colleclability of foan receivables is reviewed on an ongoing basis.

individual debts which are known lo be uncolleclible are written off. Such loans are wntten off afler all the necessary procedures have been completed
and the amount of the loss has beer detemmined.

A provision for impairment of loan receivables (an allowance account) is estabiished when thare 15 objeclive evidence Lhal HBS will not be able lo
coliect all amounts due according to the original ierms of the receivables. Significanl financial difficulues of the debtor. a breach of contracl (such as a
defaull or delinquency in inlerest or principal paymenis), a concession granted {0 the borrower lhat HBS would nol olherwise consider for economic or
legal reasons reiating to the borrower’s financial difficulty and probabifity thal the debior will enter bankruplcy or financial reorganisation are considered
objective evidence of impairment  The amount of the provision for impairment is lhe difference between the asset's carrying amount and Lhe present
value of eslimaled fulure cash flows, discounied al lhe original eHective interest rale.

Impairmant provisions are recognised in the income staiemenl ¥, in a subsequenl period, lhe amount of impairmenl loss decreases and the decrease
can be ralatad objectively 10 an evenl occuiring afies the impairment was recognised (such as an improvamenl in the deblor's credit raling}, the
praviously recognised impairment loss is reversed and the reversal is recognised in through profit and loss.

Subsequent recoveries of amounis wntien off are recognised in tha income statsmant.

Impaired Loans are classified as:

Resiructured . when Lhe lerms of the conltract have been subsianlially medified lo provide concessions 10 the member.

Enforced Securdy . when HBS has laken action 1o exercise ils securily rights,

Other impeired loans are loans and advances for which there is reasonable doubt hal HBS will be able o collect al! amounls of principal ard interesl
in accordance with Lhe terms of the agreement and provisions for impairment are recognised.

Pasl due loans are those loans {0 members more lhan 1 day in arears {nol being impaired loans), for which instalmenls have nol been received in
accordance wilh Lhe terms of the contracl wilh lhose members.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

(h) Goods & Services Tax
All amounts are inclusive of GST as HBS is ireated as an end user for GST purposes.

(i) Income Tax

Income tax expense .

income lax axpense for the period compnses currenl lax, deferred tax and any adjustment for tax payable in previous periods. Income tax is
recognised in he ncome stalemant as lax expense excepl when il relates (o itemns credited directly to equily. in which case il is recorded in equity.

Current tax

Current 1ax is e expecled fax payable on the income for the period based on tax rales and tax faws which are enacied or substanlively enacied by
ihe reporung date.

Deferred lax

Deferred tax is accounled for using lhe balance sheet method. Deferred tax arises by providing for lemporary differences between Lhe carmying
amounts of assats and fiabililies for financial reporting purposes and the equivalent amounts used for tax purposes.

Deferrad lax assels and habilities are measured al the 1ax rates that are expecied lo apply 1o the periods when the assel and liability giving rise lo them
are realised or settled.

Dafarred lax assels, including those related lo the tax effecl of income lax losses available lo be carried {forward are recogrused only to the exienl that
itis probable that {uture laxable profits will be available against which the deductible lemporary differences of \ d lax | can be reahsed
Deferred lax assels are reviewed each reporting dale and are reduced lo the extent thal i is no longer probable that Lhe related tax benefil will be

() Property, Plant and Equipment

All lems ol properly. plant and equipment are inilially measured al cost. The cost of an item of properly, plant and equipment includes cosls directly
atiributable to bringing it lo the location and condilion necessary lor it lo operale as inlended. Where an item of property. plant and equipmenl is self-
construcled, its construclion costincludes the cos! of matenals and direct labour and an appropnale praporiion of productlion ovsrheads. Assels under
$500 are not capilalised.

Aller inilial recognilion, property, planl and equipment are measured as detailed below.

Subsequent cosls are added 1o the carrying amount of an ilem of properly. planl and equipmenl when Ihat cosl is incurrad if it i1s probable thal the future
economic benefils ambodied with the item will low to HBS and tha cost of the ilem can be measured reliably. All olher repairs and mamnlenance cosis are
racognised in the income slalement as an expense as incurred.

Where malerial paris of an item of property. planl and equipment have ditferant usalful lives, they are accounted for as separale ilems of properly. plant and
equipment.

An assel's carrying amount 1s written down immediately to ils recoverable amourt If the asset's camying amounl 1s greater than its estimated recoverable
amount {i.e. if lhe assel s impaired).

An item of property, plant and aquipment is derecognised upon disposal or when no further future economic benefils are expecled lrom ils use or disposal.
Gains and losses on disposal are delermined by comparing proceeds with carrying amounl. These are includad in the income siaiement.

Land and buildings

Land and buildings are subsequently valued by independent regislered valuers and are carried at the revalued amounl less any subsequent accumulated
depreciation and smpawmeni losses. The revalued amount is the fair value al dale of revaluation.

Any revalualion surplus net of 12x)1s credited lo lhe asset revalualion reserve unless il reverseas a revaluation decrease previously recognised in lhe income

statement. Any revalualion deficil is recognised in the income sialemenl unless il direclly offsels a previous surplus of the same asset recogrused in lhe
revalualion reserve.

Upon disposal any revaluation reserve reialing 1o the particular assel baing disposed of ts translerred lo retained eamings.
Cther property, plant and equipment

Depeciation
Capilal work in progress is rol deprecialed unlil commissioned.

Depreciation on other assels (excepl land which is not daprecialed} is caiculaled using the slraight-ine method Lo aliocate thair cost lo their residual vaiues
over their eslimated useful lives (or for leasehold improvements, the lerm of lhe lease, if shorter). Deprecialion is charged lo the income stalemenl.

Asset classes have the following useful lives:

Buildings 50 years
Leasehold Filout 9 years
Plant and Equipment 10 years
Computer Equipment 3 years
Moator Vehicles 5 years

The residual value and useful lives of all assels are reviewed and adjusted if approprnate al each balance sheel dale.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

{k) Intangibles

Inlangibles comprise compuler software thal 1s nol an integral part of the relaled hardware and has a finite useful Ife. This software has eilher been
purchased or developed internally and is inilially recorded al cost which is the sum of the costs incurred o acquire and bring to use the specific intangible
asset. Costs include the software development employee cosls and an appropriale padion of ralevant overheads. Following initial recognition, software 1s
carried al cost less accumutaied amariisabion and any accumulated impairment losses  Subsequent costs are included in the software’s carrying amount or
recognised as a separale assel, as appropnale, only when it is probabie that fulure economic benefils associated with the item wall flow to HBS and the cost
of the item can be measured reliably. The costs of maintaining the software are charged lo the income sialement.

Soliware 15 amorlised on a siraight line basis over ils esimaled uselut life (lhree years).
Software is lesied for impairmenl whenever there is an indication that i may be impaired.

{1} impairment Testing of Non-Financial Assets

Non-financial assels are lesied for impairment whenever evenls or changes in ciccumstances indicale 1hat the carrying amounl may not be recoverable
HBS conducls an annual inlernal review of asset values, which is used as a source of informalion to assess for any indicators of impairment. Exlernal
{aclors, such as changes in expecied fulure prog lechnology and economic condilions, are also monilored to assess for indicalors of impairmenl. K
any indication of impairment exisis. an esimate of the assel's recoverable amount 1s calculated.

An imparmen loss 1s recognised for Lhe amount by which the asset's carrying amount exceeds iis recoverable amount The recoverable amaunt 1s the
higher of an asset's fair value less costs lo sell and value n use Value in use is delermined by eslimalng {ulure cash flows from the use and ulimate
disposal of lhe asset and discountling thesa lo their present value using a pre-lax discount rale thal reflecis currenl markel rales and the risks specific 10 the
assel. Forthe purposes of assessing impairmenl, assels are grouped al the lowest levels for which there are separalely identifiable cash flows {cash-
generating units}. impairmenl losses directly reduce lhe carrying amount of assets and are recognised in the income statement.

Non-financial assels which have previously suffered an impairment are reviewed for possible reversal of the impairmenl at each reporting dale.

(m} Cash Flow Statement
The Cash Flow Stalemenl is prepared using (he direcl approach.

Definilions of lerms used in lhe Cash Flow Statement:

Cash and cash equivalents includes coins and noles, demand deposils and other highly liquid investments Lhal are readily converible into cash and which
are subject lo an insignificant risk of changes in value and includes at call berrowings such as bank overdralts, used by HBS as pari of lheir day-to-day
cash management. Cash & cash aquivalents include inleresl accrued at balance date. The direciors consider all bank deposits o be cash and cash
equivalents, as lhey are avadable as cash lor liquidily purposes. Deposils are somelimes longer than three months 1o oblain higher relums, but are stifl
considered cash and cash equivalenls.

Investing Activities are those aclivilies relating (o Lhe acquisilion and disposal of investments secunlies, properly, plant and equipmeni and intangibles.
Financing Activities are (hose aclivilies refaling to changes the size and compositon of the capilal slructure of HBS.

Operating Actvities includs all ransaclions and other svents ihal are not invesling or financing aclivities. Cash flows arising from movemenis in loans and
shares are classified as operaling aclivities.

(n) Critical Estimates in Applying the Accounting Policies

The preparalion of financial stalemenis requires the use of cerlain critical accounting astimates. Il also requires management to exercise its judgment in
the process of applying HBS' accounting policies The areas involving @ higher degree of judgment or complexily, or areas where assumplions and
estimales are significanl lo (he financial stalements, are disciosed in note 16 Impairment of Secured Advances.

{o) Changes In Accounting Policies

There have been no chanages in accounting policies. All policies have baen apphed on a basis cansistent with e orevious vear.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

3 INTEREST REVENUE

Inlerest on Loans
Interest on Bank Deposits
Interesl on Derivatives

Total interest revenue

4 FINANCE EXPENSES

Inierest on Shares
Interest on Derivalives
Break fees on Derivalives

Total finance expenses

5 OTHER INCOME

Fees charged
Bad debis recovered

Tolal other income

6 BAD AND DOUBTFUL LOANS

Bad foans writien off
Movement in provision for loan impairmenls

Totat bad and doubtlul loans

7 EMPLOYEE EXPENDITURE

Salaries
Olher

Total employee expenditure

8 OTHER EXPENDITURE

Audilors' Remuneration - audil of the Rnancial slatements (inc!. accrual)
- pther audi related services

Deprecialion

Amorlisation of Intangibles
Direclors’ Fees

Leace Costs re Napier Premises
Motor Vehicle Expenses
Sponsorshup

Promobiona} & Advertising
Property Expenses

Insurance

Computer Mainlenance, Consumables, el
Telephone & Communicalions
Fringe Benefit tax

Other Expenses

Total other expenditure

9 FAIR VALUE MOVEMENT

Gain /{Loss) on inlerest rale swap coniracls

Totsl fair value movement

The fair value movemeni of inlerest rate swap conlracis is recorded in the Stalement of Financiat Position wilh the adjusiment (o fair value
recorded in the Siatement of Comprehensive Income. The interesi rale swaps are not hedge accounted.
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Sep 09 Sep 08 Mar 09
{6 mths) {6 mihs) {12 mths)
Unaudited L Hed
$000 $000 $000
5018 7.360 13,457
826 1,935 3,467
417 1.711 2,811
6,261 11,006 19,735
3.701 7,118 12827
1067 1.655 3.173
96 - 498
4,864 8,773 16,498
162 3 304
100 -
262 31 304
484 37 149
-350 339 876
134 376 1,025
443 487 802
- 9
443 487 911
13 13 43
7 Q 11
57 66 139
9 6 13
60 (] 120
43 43 85
5 9 20
22 28 80
19 94 141
27 28 66
44 2 29
102 103 175
28 32 62
3 ] 26
154 210 377
593 700 1,367
539 «1,022 -1,886
53¢ -1.022 1,886
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

Sep 09 Sep 08 Mar 08
{6 mths) {6 mths} {12 mths)
Unsudited Unauditad
$000 $000 $000
TAXATION
(a) Current period tax
Surplus/{Deficil) before lax 1.028 (321) {1.648)
Adjusiments for permanent differences - 1 5
Taxable surplus 1.028 {320 {1,643)
Taxalion 320 (96) (510)
Curreni penod (ax charge 320 {96) (510)
Effective lax rale 31% 30% 31%
Comprising
Currant lax payable 60 312 349
Deferred tax 260 (408) {859)
Total tax expense 320 {96) (510}
{b) Deferred tax/(benefit)
Sap 09 - Unaudited
Accrusls Revaluation Darivatives Deapreciation Impairment Employee Total 2000
provisions entitlements
$000 $000 $000 $000 $000 5000 $000
Opening balance 11y 199 (528) 1 (286) {7} (632)
Temporary differences through thcome 5 - 161 (8) 105 (3) 260
Temporary differences through Equity - (1) “ - - . (1)
Closing balance {6) 198 _(367) [t4) {181) (10) (373)
Sep 08 - Unaudited
Accruals  Revaluation Detivatives Depreciation tmpaiment Employee  Total 2008
provisions entilements
$000 $000 $000 $000 $000 $000 $000
Opening balance - 230 7 29 «23 -15 18
Temporary diferences through Income - - {306) (8) (102) 6 (408)
Temporary diferences through Equity - . . - - - .
Closing balance - 280 (269) 23 {125) {9) (80)
Mar 08
Accruals Ravaluation  Derivatives Depreciation  Impairment Employes  Total 2008
provigions enliflements
$000 $000 $000 $000 $000 $000 $000
Opening balance : - 290 7 29 {23) {15) 318
Temporary differences through Inco (11) - (565) {28) {263) 8 (858)
Temporary differences through Equity - {91) - - - . (91)
Closing balance (11) 189 (528) 9 SZBBL (7) {632)

Deferred lax banelits are recognised as il is probable that there will be fulure taxable prolils to utilise the temporary differerices. This is supporied by the
faci that HBS has a history of making taxable profils, and the loss for ihe year ending 31 March 2009 relaies primarily 1o lair value losses of inlerest raie

swaps. These fair value losses are expecled (o reverse as (he interes! rate swaps near maturily.

Page 10
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12 CASH AND CASH EQUIVALENTS

13 TRADE AND OTHER RECEIVABLES

HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

EQUITY

Sep 08 - Unaudhted

Opening balance
QOperaling profil for the peried
Deferred lax movement

Closing balance
Equily % lo Tolal Assels

Sep 08 - Unaudited

Opening balance

Operaling profil for the period
Reserve increases/{decreases)
Deferred tax movement

Closing balance
Equily % to Total Assetls

Mar 00

Opening balance

Operaling profit for lhe period
Reserve increases/{decreases)
Deferred 1ax movement

Closing balance
Equity % lo Total Assels

Equity Requlrements

The Trust Deed requires thal lotal equity equals at least 5% of the iotal langible assets of HBS.

Revaluation reserve

The revaluation reserve contains the revalualion amount of land and buiidings, nel of lax.

Cash & bank balances
Bank deposils
Bank cverdrall

Totai cash and cash equivalents

The bank deposils are iquidily funds held by HBS. The bank overdrafl lormed an inlegral parl of HBS's cash management

Sundry deblors
Prepaymenls

Total trade and other receivables

Retained Revaluation Total
Eaminge Reserve 2000
$000 $000 3000
15,062 886 15,948
708 - 708
- -1 -1
15,770 885 16,658
8.2%
Retained Revaluation Total
Earnings Resarve 2009
5000 $000 5000
16,200 676 16,876
{225) - (225)
15,975 676 16.651
8§.9%
Retained Revaluation Total
Eamings Reserve 2000
3000 $060 $000
16,200 676 16,876
{1.138) - (1.138)
. 119 119
- 91 91
15.062 886 15,948
87%
Seop 09 Sep 08 Mar 09
(8 mths) {6 mths) {12 mths)
Unautited Unaudhed
$000 $000 $000
39 381 53
37,893 43,672 45,820
(247) B -
37.685 44,053 45,873
1 B 7
4 . 46
5 - 53

Page 11
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

DERIVATIVES

HBS enters inlo inlerest rate swap transactions n lhe normal course of business (o hedpe exposure Lo fluctualions in inieres( rates in accordance with
HBS's financial risk management policies. An independent valuaton of their fair value 1s obtained al the end of each reporling penod from BNZ Bank

Limitad and from ANZ Natonal Bank Limited .

The nominal value of inferes| rate swap contracts is $29.503.690 (Sep 08 $40,144,104) (Mar 08 $28,877.519).

Inlerest rale swap conlracts (at fair value)

Total derivatives
SECURED ADVANCES

{a} Secured Advances comprise:
Secured Advances
Provision for impairment (Nole 16)

Total Secured Advances

Loan impalrment ststus
Neither past due nor impawred
Past due bul nol vmipaired
D - 29 days
30 - 92 days
92+ days
impaired loans
Provision for impairmeni

{b) Cradit quality - Security dissection

W is impracticable to provide a valualion of the colialeral security heid against foans on an aggregaled basis because of Ihe large number of loans thal HBS

Sep 09 Sep 08 Mar 09
{6 mths) {6 mths) (12 mths)
Unaudited Unaudited
$000 $000 5000
{1.266) (899) (1.811)
(1.266) {899) (1.811)
142,098 141,367 135.778
(603) {418) {853)
141,495 140,951 134,825
139,110 134,653 13147
233 1.387 1.326
1,353 2.209 B35
53 - 313
1,343 3,118 1773
{603) {416) {853)
141,495 140,951 134,825

has & because of ongowng changes io the markel valuations of the propertes hald as firs\ morlgage secunties for the loans advanced

HBS's policy in relalion (o lending on secured advances is that the principal advaneed or that portion of the principa) outstanding is for:-

Residential Property:

No greater lhan 80% of the value of {he freehald properly secured. provided that residential lending up lo @ maximum of 90% LVR can be mads il & only if

approved morigage insurance cover is in place for al least lhe lop 20% of the advance.
Commaerclal Proparty:

No grealer than 60% of Ihe value of Lhe freehold property secured.

Rural Property:

No grealer that 50% of the vailue of the freehold properiy secured

A breakdown of the ciassification of the securily on a loan by ioan basis s as follows:-

LVR < 80% LVR 80-85% LVR > 85% Total
LVR < 60% LVR 60-65% LVR > 65%
LVR < 50% Unsecured
$000 $000 $000 $000
Sap 08 - Unaudited
Residential propery 115,840 41 185 118,066
Commercial properly 17,544 22 - 17,566
Ruratl properiy 8,372 - - 8372
Personal ioans 6 . 88 94
141,762 63 273 142.098
LYR<B80% LVRO0-85% LVR > 85% Total
LVR<60% LVR 60-65% LVR > 65%
TTTTTITT T ULVR<80% Unsecured
Sep 08 - Unaudited $000 $000 $000 $000
Residenual propesty 108,673 7.100 1,329 117,102
Commercial property 17.989 - - 17.989
Rural proparly 6,200 - - 6.200
Personal ipans - - 76 76
132,862 7,900 1.405 141,367
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

15 SECURED ADVANCES - cont'd

LVR <80% LVR 80 - 85% LVR > 85% Total
LVR < 60% LVR 60-65% LVR > 65%
LVR < 50% Unsscured
Mar 08 $000 $000 $000 $000
Residential properly 108,925 5,508 341 114,774
Commercial propery 13,258 2,552 - 15,810
Rural properly 5,086 - - 5,086
Personal lcans 40 - 68 108
127,308 8.060 409 135.778
Sep 09 Sep 08 Mar 09
{6 mths) (6 mths) (12 mths)
Unaudited Unaudited
$000 $000 $000
16 IMPAIRMENT OF SECURED ADVANCES
(a} Provisfon for impairment
Opening balance 953 77 77
Movemenl in provision during the period (350) 338 876
Provision for impawrment 603 416 953

(b} Key assumptions in determining the provision for impairment

HBS constanlly reviews ils loan portiolio lo assess impairmenl. The impairmenl provision is adjusled as required based on evidence relating lo
borrowers' circumslances. In the course of the preparalion of lhese financial slatements HBS has determined the likely impaiment [oss on loans
which have not mainlained foan repaymenis in accordance wilh the lban coniract. or where there is other evidence of potential impairment such as
industrial restruclunng, job losses or olher economic circumstances.

In entifying Ihe impairment bikely from these evenis HBS is required lo eslmale lhe polential impairment using the length of time the loan 1s in
amears, hislorical loss experience and [ulure expecialions. The crcumslances may vary for each loan over ime resulting in higher or lowar
impairment osses.

All impaired loans have mortgage security, bul the securily may nol be sufficient to cover the full amounl of Lhe loan.

(c) impaired loan analysis

Restructured Enforced Other Tatal
Sacurlty Impaired
Sep 08 - Unaudited $000 $000 $000 $000
Opening Balance - - 1,773 1,773
Less
Repayments - - (467) (467)
Bad Debis writien of 1o Expenses (reler Note 6) - - {484) (484)
Add -
New Non Pedorming Loans - - 521 521
Closing Balance - - 1.343 1,343
Restructured Enforced Other Total
Securlty Impaired
Sep 0B - Unaudited $000 $000 $000 $000
Opening Balance B - 1,385 1,385
Add
New Non Performing Loans - - 1.733 1,733
Closing Balance . - - 3.118 3.118
Restructured Enforced Other Total
Sacurity Impaired
Mar 08 $000 $000 $000 $000
Opening Balance ~ - 1.385 1,385
Repayments - (858} (565) {1.423)
Bad Daebls writien off to Expenses (refer Note 6) - (149) - (1493
Add
New Non Performing Loans - 1.007 953 1.960
Closing Balance - - 1,773 1773

Page 13



16

HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

IMPAIRMENT OF SECURED ADVANCES - cont'd
(d) impaired loan provision analysis
Restructursd Enforced Other Totat
Securlty {mpaired
Sep 00 - Unsudiied $000 $000 $000 $000
Opening balance - - 853 953
Less
Qver provision - - (175) {175)
Write offs to bad debls - - (422) {422)
Add
Additional provision - ~ 247 247
Net charge/(credit) to Expenses (reler Note 6) - ~ {350) (350)
Closing balance - - 603 803
Restructured Enforced Cther Total
Security Impairad
Sep 08 - Unaudited 5000 $000 $000 $000
Opening balance ’ - - 77 77
Add
Addiucnal provision - - 339 339
Net charge/{credit) io Expenses (refer Note 6) - . 339 339
Closing balance - . 416 416
Restructured Enforced Other Total
Security Impaired
Mar 09 $000 $000 $000 $000
Opening balance - - 77 77
Less
Ovar provision - - {35) {35)
Add
Addilignal provision - - 211 911
Nei charge/{credil} lo Expenses (refer Nole 6) - - 876 876
Closing balance - - 953 953
Sep 00 Sep 08 Mar 09
{6 mths) (6 mths) {12 mths}
Unaudited Unaudiled
$000 $000 $000
(e) Interest and Other Revenue recognised and foregone
Interesl revenue on reslruclured loans - 9 28
Inlerest foregone on restructured loans 67 - 265

Page 14

2



17

HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

PROPERTY, PLANT AND EQUIPMENT

(a) Classes of property, plant & equipment

Sep 08 - Unaudited

Al goslivaluation
Accumulated depreciation

Total property, piant & equipment

Sep 08 - Unaudited

At costivaluahon
Accumulatad deprecialion

Total property, plant & equipment

Mar 08

Al costfvalualion
Accumuialed deprecialion

Total property, plant & equipment

(b) Movements in carrying amounts
Sep 09 - Unaudited

QOpening Balance
Addilions (Disposals)
Deprecialion Expense
Revalualion Movement

Closing Balance

Sep 08 - Unaudited

Opening Balance
Additions

Depreciation Expense
Revalualion Movement

Closing Balance

Mar 08

Opening Balance
Addilions

Deprecialion Expense
Revsluation Movement

Closing Balance

{c) Vaiuation details

Land 8 feasehold Ptant & Motor Total
Bulidings Improvement Equipment Vehicles
$000 $000 $000 $000 $000
1,750 322 347 69 2,488
(9) {250) (225) {64) (548)
1,741 72 122 5 1.940
Land & Leasshold Plant & Motor Total
Bulldings Improvemant Equipment Vahiclas
$000 $000 $000 $000 $000
1.650 322 6§34 10 2,616
{8) {212) {371)_ (83) (675}
1,641 110 163 27 1.941
Land & Leasehold Plant & Motor Total
Buildings Improvemant Equipment Vehicles
$000 $000 $000 $000 $000
1.750 322 340 110 2,522
- (231) {196) {81 {518)
1.750 91 144 19 2,004
Land & Leasehold Plant & Motor Total
Bulldings Improvement Equipment Vahicles
$000 $000 $040 $000 5000
1,750 91 144 19 2004
6 {12) 6)
[C)] (19} (28) (2) (58)
1.741 72 122 5 1.940
Land & Leasehold Plant & Motor Total
Buildings Improvament Equipment Vehicles
5000 $000 $000 $000 $000
1.650 128 183 36 1.998
- - 9 . 9
(%) (19) {29) {9} {66)
1.641 110 163 27 1.041
Land & Leasehold Plant & Motor Total
Buildings Improvement Eauipment Vehicles
$000 $000 $000 $000 $000
1,650 129 183 36 1,968
. - 26 - 28
(19) (38) (65) (17) {139)
119 - - - 119
1,750 91 144 19 2,004

Land and buildings are slaled at a fair value of $1.750.000 as al 28 April 2009, determined by M € Plesied. an independent registered valuer from
Telfer Young (Hawkes Bay) Limiled. The fair value is delermined by reference lo recenl markel lransaclions. ’

if the cost model had been used, lhe carrying vatue of the land & buildings would appraximalely be $372,703 (Sep 08 $382.629) (Mar

08 §384,321).
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

Sep 09 Sep 08 Mar 09
{6 mths) {6 mths} {12 mths)
Unaudited Unaudited
5000 $000 $000
18 INTANGIBLES
(a) Classes of intangibles
Software at costivaluation 71 64 68
Accumulalad amortisation 51 3B 43
20 28 25
(b) Movements in carrying amounts
Opening balance 25 28 28
Addihons 3 6 10
Amorlisalion expense (8) (B) {13)
Closing balance 20 28 25
19 SHARES
Call shares 52,502 656.822 62,387
Redeemable lerm shares 110,764 101.765 102.499
Total Shares 163.266 168,587 164,886
Deposils from members are accepted on the basis of 2 nominal value of $1 per share and are fully paid. Deposils natin whole dollars are deemed 1o
be advance subscriptions {or shares. Interest nol paid in cash, and rainvested by members, is deemed 1o be subscriplions for shares and add 1o the
members’ share balance in HBS. The Direciors beheve the reporied values reflecl fair value The reporied values are inclusive of accrued interes!.
Shares are classihed as financial liabililies because they are repayable on demand for call shares, and repayable al lhe end of [he lerm for lerm shares.
HBS's Rules provide for a minimum shareholding of $200 to atain voling rights.
interest Rates Paxd During the Penod were:-
Redeemable term shares {Average) 5.29% 8.78% B.25%
Cali shares {Minimum) i nil m
Call shares {Maximum) 325% 8.05% 7.79%
Interesl is delermmed in accordance with markel condilions.
20 TRADE AND OTHER PAYABLES
Sundry Creditors and Accrued Expenses 398 858 668
Employee Entillemenis 38 37 34
Total trade and other payables 437 885 703
21 CASH FLOW STATEMENT RECONCILIATION
Recoancifiation of cash flow from operating activities with operating profit
Operaling surplus/{deficit) after tax 708 (225} {1.138)
Noa Cash ltams
Depreciation 66 73 152
Realised loss on bans - 37 149
Specific provision for ioan losses (350) 339 876
Dernwvatives recorded al fair value {545} 1.022 1,886
Deleired lax ) 260 (408) (859)
Movements in working capilal items
{Increase)/Pecrease in irade and other recevables . o e ) . 47 1 {83}
{Increase)yDecrease in lax balance (170) - -
{Increase)/Decrease in secured advances {6.320) 3129 8.589
Increasef{ Decrease) in payablas & employee enlillements (267) (102) {292)
Increasef{Decrease) in shares {1.620) (7,230} {10.834)
Nel Cash from Operating Aclivities {8.191) {3.364) {1.524)
Page 16
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

HBS racognises that nsk is inherenl in all ds business and adminislrative aclivities. It acknowledges thal nsk management (s an essenlial elementn the
framework of good corporale govemance and an inlegral part of good management praclice. The aim of risk management is ic provide the struclural
means o idenbify, priontise, minimise and manage the risk involved with HBS's activilies. The board has endorsed a policy of compliance and risk
managemenl to suil the risk profile of HBS.

Key risk management policies encompassed in the overal! nsk management framework include:
~ Liquidily nsk management

- Markel risk and hedging policy management

- Credl nsk management

- Capilal adeguacy management

HBS has undertaken the following strategies lo minimise the risks arising from financial instruments:

(a) Liquidity risk
Liquidity risk is the risk lhat HBS may encounler difficullies raising funds to meel commilments associaled with financial habiliies. It is the policy of lhe

Board of Direclors thal HBS maintains adequale cash reserves and commilled credil facililies so as to meel member withdrawal demands when
requested.

HBS manages liquidily nsk by:

- Conlinuously moniloring forecast and actual daily cash flows

- Reviewing the malurily profiles of financial assels and iabiies

- Maintaining adequate reserves, liquidity support facilites and reserve borrowing faciiilies
- Regularly moniloring loan repaymenis and comparing lo forecasl cash flows.

HBS's Trusi Deed diclates (hat at leas! 15% of ils lolal langible assels less reserves, be maintained as liquid lunds HBS ensures that Lhis ralo is nol
only achieved bul usually exceeded. HBS's policy is hat ihese liqud funds are only invesled wilh ragistered NZ Banks thal meel the definiion of prime
debtars in accordance with the Trusl Deed. Investmenis wilh Banks are limiled o no more than 10% of HBS's assels wilh any one bank. The ralic is
checked daily. Should the liquidity ralio fail below this jevel, the management and board are to address the matier and ensure thal iquid funds are
oblained {rom new deposits or borrowing facilies available.

The ability io demand repayment of all member loans provides HBS wilh potenlial access lo funds il some or all members shares required repayment.

The matunty profile of the financial liabilities, based on the conlraclual repaymeni lerms is sat out in note 23.

{b) Market risk & hedging policy
HBS is exposed lo inleresl rale risk arising from changes in markel interes( rales. HBS is nol exposed o any mataerial currency risk. HBS does not
{rade in the financial instruments il hotds on ils books.

The policy of HBS to manage the nsk is lo mainlain a balanced "on book” strategy by ensurning the nel inleresl rate gaps beh 1 financial and
Iabililies ate nal excessive. The measured gap each month 15 Lo be $500.000 or less. These gaps are measured monthly lo idenufy any large
exposures lo interest raie movements and to reclify the excess {hrough the use of financial instruments, including derivatives, i.e. interest rals swaps.
All hedging counter parties must be a registered bank in lerms of {he Raserve Bank Acl and have a long lerm credil rating of "A” or above from
Stiandard & Poors or equivalent from another recogrised credil rating agency. Derivalives may not bs used for speculative purposes under any
circumstances.

HBS perfarms sensitinty analysis lo measure markel risk exposures. The melhod used m delermimng the sensitivily 1s lo evaluate the profil based on
the liming of the interest repncing on (he book of HBS for he nexl year. In doing the calculalion the assumplions applied are that:

- lhe interesl rale change would be applied in accordance with the repricing profile

- the rate change would be as at lhe beginning of the period and no other rale changes would be efleclive during lhe period

- the lerm deposils would all reprice o lhe new interest rale al the lerm malunly, or be replaced by deposit with similar terms and rales apphcable
- ail loans would be repaw in accordance wilh the conlraciual repayment terms and replaced with loans of a simular rale and lerm

- the value and mix of call and term depasits will be unchanged

- the value and mux of loans will be unchanged

- no change in basis risk

There has been no change lo HBS's exposure o market risk or the way the it manages and measures market nsk in the reporting period.

HBS's exposure lo inlerest rale risk is sel oul in Nole 24 which details the conlractual interest rale re-priting profila.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES - cont'd

{c) Credit risk - Secured advances

Credil risk is the risk thal the oiher parly lo a financial instrumenl wail fasl 1o discharge Lhewr obligalion resulling in HBS incurring a financial loss. This
usually cccurs when deblors fail to settle their obligabions owing to HBS.

Loans can only be made o members of HBS. HBS has a lending polity hat requires vanous levels of securily for loans.

HBS has esiablished policies or procedures over the:
- Credil assessmenl and approval of loans and {acililes covering acceplable risk assessmenl and securily requiremenls

- Limils of exposure over the value lo individual borrowers, commercial lending and concentrations lo geographic and industry groups considered al
high risk of default

- Reassessing and review of the Credil exposures on loans and facilities
- Eslablishing apgropriale provisions lo recagnise the imparment of lpans
- Debl recovery procedures

The risk of losses from the leans undertaken is primanly reduced by the naiure and qualily of the secuniy taken. Al loans require collaleral security
which HBS can enforce by disposing of the secured assets in the eveni of defaull. The baard policy is lo mainlain the loans in well secured morigages
which carry Loan lo Valuation Ralios {LVR) as follows; residential 80%. commercial 60% and rural 50%.

Daily reporis monilor the loan repaymenls lo detect delays in repayments and recovery aclion is underiaken after 7 days if not rectified. For loans
where repayments are not being met afier normal internal collaction procedures, external consullanls are engaged 10 conduct recovery aclion.

The significan! accounling judgemants Lhat are relaled to the delerrmination of the prowvision far impairment of loans are set oul in Noie 16.

(d} Credit risk - Investment securities and cash and liquid investments

Credit rigk is the nsk Lhal the other parly 1o a financial instrument wall fail 1o discharge thesr obigation resulting in HBS incumng a financial lass. This
occurs when debtors fail 1o setile their obligations owing to HBS.

The board paicy 1s to place the investmenits with New Zealand registered banks. it also imils these invesiments to no more than 10% of HBS's assets
with any one bank.

The nisk of losses from the iguwd investments underlaken 1s reduced by the nature and qually of the independent rating of the invesles and he limuts to
concenlralion on one entity.

(e) Capital management
To manage HBS's capilal, which can be affecled by excessive growih and by changes in lotal assels, HBS reguianly reviews the capial adequacy rauo
and monitors major movemenils in the assel levels. Policies have been impiemenled to require reporting lo the board and the lrustee if the capital ralio

falls below 5%. Further, an annual capilal budgel projection of the capiial level is maintained 10 address how sirategic decisions or irends may impact
on tha capital level.

{f) Operational risk

Operational risks arising from day 1o day operaling aclivities include fraudulent activily, tailure of sysiems. fallure lo comply with legislation and
regulalions. A number of policies ara in place 1o regularly review nsks ansing from operations. In addilion, sub committees of managemen! and slalf
exist io regularly review the [T syslems, possible areas that could be exposed lo fraudulent aclivily, legislatve compliance, eic. Policies are in place
and are subjecl to regular review by the board
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

MATURITY PROFILE

Monetary assets and liabllities have differing malunty profiles depanding on he contraciual term, and in the case of loans the repaymenl amount and
frequency. The associated table shows the period in which differenl monetary assets and liabilities held will mature and be eligible for renegotiation or
withdrawal. in the case of loans, the table shows the penod over which the principal outslanding will be repaid based on the remaining period 1o the
repayment date assuming conlraclual repaymeanis are manlained. This is consistent with the expecled repayment profile. No estimale of (he amounl
likely lo be received from any early repayment of loans has been included in Lhis profile. The fair value of derivative (inancial instrumenis is not included
in the lable as lhey have no principal cash Fows,

The maturily profile indicales a significant liquidity deficiency for the "At Call or Within 1 Month” period. In order o help manage the polential mismatch
and meel ils obligalions as lhey fall due, HBS has available credi facilibes with its bank. The profile assumas that ail shares are repaid when they
mature. In the ordinary course of businass HBS normally achieves high ra-investment rales, ensuring hal it does not need to demand repayment of the

loans. Over the three months prior lo balance date the average reinvesimenl rale of shares was in excess of 90%. There has baen no significanl
change 1o the average reinvestmenit rale since balance dale.

No account 1s {aken of possible early loan repayments Loans are for varying terms but the siandard loan conlracl includes an “on demand” clause
Repaymenis of loans for (he previous periods represent an average toan term of approximalely 6 years.

The matunly proliles include all cashllows relaling to the respeclive financial inslrument as al balance dale, not jusl the pnncipal.

Sep 09 - Unaudited MATURITY TIMEFRAME
Less than 1 "I J
Monithi 1+ 3 Month: 3 - 6 Montlh 6 - 12 Months 1-2 ysar: 2-5Yea QOver 5 Year: Total|
$000) $000) $00 $000 $000 $000 $000,
Monetary Assels
Cash and daposils 23,685 14,000 - - - - - 37,685
Trade and other receivables 8 - - - . - - 5
Secured advances 1,489 11,439 16,925 24,245 24,913 19,949 42,535 141,495
Fulure inleresl receivable 834 1,542 2,101 3.504 4.878 9,766 25,372 47 997
Total Monetary Assets 26.013 26,981 18.026 27,749 29,791 29.715 67.907 227,182
Monetary Liabilities
Trade and olher payables 436 - - - - - - 436
Shares 72,171 64,936 8.383 12,705 4,470 - - 163,265
Fulure inlerest payable 406 993 334 400 224 ~ - 2.357
Total Monetary Liabllities 73.613 65.929 8.717 13,105 4,694 . - 166.058
Net Liquidity Gap (47.600) (38.948) 10.308 14,544 25,097 20.715 67,907 61.124
Cummuiative Liquidity Gap (47,600} {86.548) {76,238) (61,595) (36.498) (6,783) 61,124
Sep 08 - Unaudited MATURITY TIMEFRAME
Laess than 1 J rJ I-s|
Month} 1 - 3 Months; 3.8 Months| & - 12 Menth 1-2 yeoa! 2-5Yea Over 5 Yaa Total
$000) $00 $000 $009) $000 $000 $000 $000
Monetary Assets
Cash and deposils 12.662 24,000 7.000 - - - - 43,662
Secured advances 1,146 13,081 16.869 22,793 26,747 18,591 44,724 140,951
Fulure inleres| receivable 1,188 3.105 3.239 5.087 7,068 13.768 44,680 78.136
Total Monetary Assets 14,986 40.186 27,108 27.880 33,816 32,358 86,404 262.749
Monetary Liabititles
Trade and other payables 894 - - - - . - 894
Shares 78,990 35,179 19,737 33,447 716 . - 168.069
Fulure inleresl payable 525 1.642 1,314 1,342 58 - - 4.981
Total Monstary Liablilties 80,509 36.821 21,051 34,789 774 - - 173.944
Nat Liquidity Gap (65.513) 3.365 8,057 (6,908) 33042 32,359 86,404 88.805
Cummuistive Liquidity Gap (65.513) (62,148) (56.091) {63.000) (29,058) 2,401 88.805
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2008

Mar 08 MATURITY TIMEFRAME
Legs than 1 'SI
Month| 1 - 3 Monlhs] 3 -6 Months| 6 - 12 Months] 1-2 ygars] 2 -5 Years| Over 5 Yea Totall
$000) $0060; $00 $000 $000] $000) $000 $000
Monetary Assets
Cash and deposils 16.873 24,000 5.000 - - - - 45,873
Trade and other receivables 14 14 21 4 - - - 53
Tax Refund - - 46 - - - - 46
Secured advances 2122 14,414 13,478 27,9086 22,800 14,007 40,098 134,825
Fulure interesi receivable 828 2080 2,260 3,336 4,770 9.228 24,631 47,143
Total Monetary Assels 19,837 40.518 20,805 31,248 27,570 23,235 64,729 227.940
Monetary Liablilities
Trade and olher payablas 703 - - - - . - 703
Tax Payable - 10 - - - - - 110
Shares 81.167 43,880 21,931 15,468 2,233 207 - 164,888
Fulure inleres! payable 821 1,238 847 451 83 - - 3.240
Total Monetary Liabilities 82,491 45,228 22,778 15.919 2318 207 - 168,939
Net Liquidity Gap (62.654) {4,710} {1.973) 15,327 25,254 23.028 64.729 59.001
Cummutative Liquidity Gap (62,654) {67,364) {69,337} (54.010) (28,756) (5.728) 69,001
24 INTEREST REPRICING PROFILE
HBS's exposurs 10 inleresl rale risk, which is the nsk that the reporied financal resuit will fluctuate as a resull of changes in markel inlerest rates is sel
oul below. The effect of HBS's hedging policy is also discussed. The effeclive weighled average inferest rale on classes of financial assels and
financial habihlies are also included in lhe lable below Trade and olher receivables, irade and clher payables and lax payable are non-inierest
sensitive.
interest rates on flcaling morigages are subjacl lo review on one manlh's notice being given.
The impacl on profil. excluding fair value movementn the value of dervatives, for the following 12 months of a 1% increase/{decrease) in interest
rates 15 an increase/{decrease) of $412,365 (Sep 2008 $164,716) (Mar 2009 $312,353). The fair value movemen! of derivalives is axcluded as it is
nol possible to reliabilily estimale the impacl of a change in inlerest rales on the yiekd curve.
Sep 09 - Unaudiied Effective| REPRICING TIMEFRAME
Less than 1 h'I r.l
Iintarest Rates; Manth] 1~ 3 Monihs 3 -6 Mont 6 < 12 Monthsi 1-2 yoars] 2-5Years| Owver$ Yea Total
3000 $000 $000{ $000 $0 $000 $000
Monetary Assets
Cash and deposits 4.08% 23,585 14,000 - - - - - 37.685
Trade and olher recesvables ] - - - - - - S
Tax refund - - - - 106 - - 106
Secured advances T7.08% 91,630 3.684 9.278 13.838 12,554 10,471 - 141,495
Totai Monetary Assets 115,220 17,884 9,278 13.838 12,700 10.471 - 179,281
Monatary Llabilities -
Trade and other payables 436 - - - - - - 436
Shares 451% 73,161 64.568 8.251 12.433 4.852 - - 163.266
Total Monetary Liabllities 73.597 64,569 8,251 12,433 4,852 - - 163.702
Total mismatch 41,723 (46.,885) 1,027 1,405 7.848 10.471 - 15,589
Hedging 28,577 - - (8,161) (10.275) (10,14 1) - -
Net mismatch 70,300 (46,885) 1,027 (6,756} {2.427) 30 - 15.589
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

24 INTEREST REPRICING PROFILE - cont'd

Sep 08 - Unaudited

Effective REPRICING TIMEFRAME
Lass than 1
Interest Rates, Month| 1-3 Month 3-6Months] 6 - 12 Month: 1-2 yea 2-5Yours! Over§ Yeag Tolal
$000, $00 $00 5000 $000) $000 $000
Monetary Assets
Cash and deposus 8.60% 13,053 24,000 7.000 - - - - 44,053
Secured advances 10.79% 88.538 4,101 888 19,051 13,987 13.385 - 140.951
Totai Monetary Assetls 102,592 28,101 7,688 19,051 13,987 13,385 - 185.004
Monetary Liabllitles
Trade and other payables 894 - - - - - - 894
Tax payable - - a2 - - . . 32
Shares 8.41% 82,246 34,530 19,022 32,133 656 - - 168.587
Total Monetary Liabilities 83,140 34.530 19,054 32,133 856 - - 169.513
Tota! mismatch 19,452 (6,429) (11.166) {13.082) 13,33 13,385 - 15,491
Less hedging 40.144 - - (13.204) (13.613) {13.327) - -
Net mismatch 59,596 (6,429) {11,166} (26,286) (282) 58 - 15.491
Mar 09 Effectiva| REPRICING TIMEFRAME
Loss than 1 I
tnterest Rates Month] 1.3 Months] 3-6 Monlh4 6 - 12 Months 1-2 years| 2 -5 Year Over 5 Yenar Total
$00¢ $604, $000] $000, S000 $00 3000 $000

Monetary Assets
Cash and depostls 7.33% 16.873 24,000 5.000 - - - - 45873
Trade and other receivables 14 14 21 4 - . - 53
Tax refund - - 45 . - - - 46
Secured advances 9.57% 88.645 3,372 13.236 5.855 12,228 11,379 110 134.825
Total Monetary Assels 105.532 27.386 18,303 5.859 12,278 11,379 110 180.797
Monetary Liabilities -
Trade and oiher payables 703 - - - - - - 703
Tax payable - 10 - . - - - 110
Shares 7.54% 83,103 43,124 21,462 14,861 2.129 207 - 164,886
Total Monetary Liabilities 83.806 43,234 21.462 14,861 2,129 207 - 165.699
Yotal mismatch 21,726 {15,848) (3.159) {(9.002) 10,089 11,172 10 15,098
Less hedging 28.877 {2.223) {1.703) - {13,637) {11.314) - -
Net mismaich 50,603 {18,071) (4,862) (9.002) {3.538) (142) 110 15.098

25 CREDIT RISK

(a) Maximuim credit risk exposure

HBS's maximum credi risk exposure, without taking inie account the value of any collateral or other securily, in the event olher parties fad o perform
their obligations under financial instruments in relatron lo each class of recognised financial assel. is the carrying amount of those assets as indicated in

{he Balance Shestl.

{b) Concentrations of credit risk

Credit nsk is currently managed in accordance with policies o reduce HBS's exposure (o potential fanlure of counterpariies 1o meet therr obhigations

under the contracl or arangement.

HBS considers (here is no concentration of credit risk on [eans wilh respect 1o customer, indusiry or economic seclor as HBS has a large, diversified
number of loans HBS considers lhere is no concentration of cradit risk on cash and liquid investmenls wilh respecl lo customer. induslry or economic
seclor as HBS spreads ils cash deposils and kquid invesimenls wilh registered NZ banks thal meet tha definition ol prime debiors in accordance with

the Trusl Deed .

All counlerparties Lo financial assels are based in New Zealand.
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26 SECURITIES ACT DISCLOSURES

HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

CREDIT RISK - cont'd

(c) Large counterparties

HBS has exposure lo counter parlies in excess of 10% of equity as foliows"

Loans

Bank Dieposils

Between 100% and 110% of equily
Between 90% and 100% of equity
Between 80% and 90% of equity
Between 70% and 80% of equily
Between 60% and 70% of equity
Between 50% and 60% of equity
Between 40% and 50% of equily
Beiween 30% and 40% of equily
Betweenr 20% and 30% of eguity
Between 10% and 20% of equily

{a) Proportion of loans with repayments in excess of three months in arrears

{b) Proportion of loans owed in aggregate by the debtors who owe (he six largest amounts

(c)} Current and non-current assets and flabilities

Current assets

Cash and liquid invesimenis
Trade and other recewables
Tax balance

Secured advances

Total current assels

Non-current assets
Secured advances
Properly. plant & equipmenl
Inlangibles

Deferred laxation

Total non-current assets

Total Assete

Current Habilities
Shares

Derivatives

Trade and other payables
Tax payable

Total current Hlabilities

Non-current llabilities
Shares

Total Non-current labilities
Total Liabliities

Sep 08 Sep 08 Mar 09
{6 mths} {6 mths) (12 mths)
Unaudited Unaudited
0.74% 2.06% 0.88%
12.27% 13.63% 13.35%
3000 5000 $000
37.685 44,053 45873
5 - 53
1086 - -
54,038 75,434 57,920
91.894 119.487 103.846
87,397 65.517 76,905
1,940 1.941 2,004
20 28 25
373 80 632
89,730 67.576 79,566
181,624 187,063 183,412
158,795 167.871 162,446
1,266 899 1811
437 926 703
- - 64
160,498 169,686 165.024
4,470 716 2,440
4,470 716 2,440
164,968 170,412 167,464

For {he purposes of the above analysis, the carrying vaiue of derivatives (which is therr fair value) has been classified as eilher a current

asset or a currenl hability, depending on whether lhe fair value is posilive or negalive.

27 CONCENTRATION OF FUNDING

HBS's source of lunding 1s members’ shares The majoity of funding from shares is from within Hawke's Bay The balance is spread lhroughout New

Zealand with a small perceniage from overseas. The funding from members 1s recorded as shares in \he balance sheel.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES

Fair value has been delermined on Lhe basis of he preseni value of expecled fulure cash flows under the lerms and condiions of each financial assel
and financial liabilily. Significant assumplions used in the delermining the cash flows are that the cash flows will be consisleni with the conlracled cash
{lows under the respeclive contracts. The information is anly relevant lo clrcumnstances at balance dale and will vary depending on the contraclual rates
applied 1o each assel and liability, relative 10 markel rales and conditions at lhe time. No assets heki are regularly traded by HES

Sep 2008 Sep 2000( Sep 2008 Falr Sep 08| March2009 March 2009
Falr Value Book Value Valus Book Value, Fair Valus Book Value
$000 $000 $000 $000 $000 $000
FINANCIAL ASSETS
Cash and liquid investmenis 37,685 37.685 44,053 44 053 45873 45873
Trade and other receivables 5 § . - 53 53
Secured Advances 141,495 141.485 140,951 140.951 136.636 134.825
Total Financial Assels 178,185 179,185 185,004 485,004 182,562 180,751
FINANCIAL LIABILITIES
Trade and other payables 437 437 895 8g5 703 703
Shares 163.266 163,266 168,587 168.587 164,886 164,866
Denvatives 1.266 1.266 899 898 1.811 1.811
Total Financial Liablities 164,969 164,969 170,381 170,381 167.400 167,400

The fair value estimales were delermined by (he foliowing methodologes and assumplions:

Cash and liquid investments
The reported amounl is equal io fair value.

Receivables
The reporied amount takes wito account Lhe likelihood of coliecting the amounts owed. The Direclors beieve these amounts reflect ther fair value

Derivatives
An independent valuation of he fair value of inleresl rale swap contracls is oblained at lhe end of each reporung penod from BNZ Bank Limited and
ANZ Nalional Bank Limiled. The far value is delermined by each bank as al balance dale by reference fo Mark lo Market Valuations.

Secured advances
Loans are comprised of a mux of floaling rate and fixed rale foans. Al the end of each reporting period a surrogate for far value is calculated by
adjusting loans for the fair value of derivatives.

Shares
The fair value of shares is calculaled using average markel rates.

Other liabliities
The reporied amouni of Irade and other payables is equal lo fair value.

29 FAIR VALUE CLASSIFICATION OF FINANCIAL INSTRUMENTS

Classification Definition Applicable Financial instruments
Level 1 Quoted pnces (unadjusted) ; actve markels for wentical Cash and quuid investments

assals and kabides Dervatives
Level 2 Inputs other {han quoted prises incluged wivin Lavel 1 thal

are chsarvable for the assal or kabiidy. either direcly (e as
prices) of indvecly (v denved from prices)

Level 3 Inputs for the asset or fiabridy (hal are not basea an
abservable market dala (unobsarvable mputs)

There have been no significicant iransfers between [he levels during the penod under review.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

RELATED PARTY TRANSACTIONS

¥ey management personnel are (hose parsans having authorty and responsibily for planning, directing and controling the acuvilies of HBS. They
includa ihe board of directors and senior manageman] of HBS. HBS deals wilh key managemenl personnel, with repect lo loans and deposils. on the

same terms and condilions applied {o all members.

(a} Key management personnel (including close family members) holdings at balance date
Qwing lo key management personnel {Shares)

Owing from key managemenl personnel (Secured advances)

Interest received from key management personnel {Secured advances)

inlerest recewved from key management personnel (Guaranleed secured advances)

Interesi pawd 10 key managemenl parsonnel (Shares)

{b) Key management personnel compensation
Tolal compensation & shorl term benefits

Sap 09
{6 mths)
Unaudited

$000

a3

679

18

182

Sep 08
{6 mths}
Unaudited

$000

1.271

536

24

52

177

Loans made lo and borrowings held by key managemenl personnel {including close family members) are made in the course of ordinary business on

normal commercial lerms and condibions no more favourable than (hose given o olher employsas or cuslomers. Loans have been made in

accordance wilh HBS's lending policies including secunly. No provision for credil impairment or doublful debis expense has been recognised for

loans made to key managemeni personnel (inciuding close family members) {Sep 0B Ni) {Mar 09 Nil).

{c) Provision of services by key management personnel

Elizabelh Carr, a Direclor of the Building Sociely 15 also a direclor of Barnes Mossman Limiled.
This company provided accounling services for each reporting pericd lo the value of.
The balance outstanding at ihe end of the peried is:

Jacqu Gray. a Director of the Building Sociely is also a pariner of Gifford Devine.
This firm provided jegal services for each reporling penod to the value of:
The balance oulstanding at the end of the pariod is:

Frank Spencer, a Direclor of ihe Bulding Sociely is also a dwecior of Logan Stone Limied.
This company provided valuation services for each reporiing period o the value of:
The balance ouistanding al the end of the period 1s:

All of [he above services are provided on normal commercial terms.,

COMMITMENTS

{a) Capital Commitments
HBS has no contracts for the purchase of property, plani of equipmenl as at 30 September 2003 (Sep 08 Nil} (Mar 0% Nil).

(b) Outstanding Loan Commitments
Loan and credit facilities approved bul nol disbursed or drawn al balance dale

(1)

4.401

12
(1)

2,243

Mar 09
{12 mihs)

3000

410

793

71

16

66

368

26

6.829

(c) Cperating Lease Commitments
Operating leases coniracted for bul not capilalised in lhe financial slalements, payabie:
Within 1 year
1-2 years
2-3 years
3-4 years
4-5 years
Over 5 years

85
85
43

128

213

170

The lease for ihe Napier premises conlains renewal rights 1o 2014.
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HASTINGS BUILDING SOCIETY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE 6 MONTHS ENDED 30 SEPTEMBER 2009

Sep 09 Sep 08 Mar 08
{6 mihs} (6 mthe) {12 mths)
Unauditad Unaudited
$000 $000 $000
32 STANDBY BORRQWING FACILITIES

HBS has the following facilies in place.-
Bank overdraft facity 250 250 250
Total facilies 250 250 250

The inlerest rale applicable io the overdrafl facidity is 17.8%.
HBS enlarad inio a Deed of Guaraniee with The Crown on 21 November 2008 under the New Zeaaland Deposil Guaraniee Scheme

33 CONTINGENT LIABILITIES

There are no confingenl labiliuves al 30 September 2009 (Sep 08 Nil) (Mar 08 Nif).

34 SEGMENTAL REPORTING

An operaling segmen| is defined as a componen! of an anlily that engages in business aclivily from which i may earn revenues whose operaiing
results are regularly reviewed by lthe enlily's chiet operating decision maker for which discrete financal informalion is avadable. As HBS' entily-wide
resulls are reported o the Board in their entirely, and not separated inlo branches, regions or business aclivilies, HBS s deemed lo operale in one
region, being New Zealand and one industry, being the financial services industry. Il has a concentration of members and aclivity principally in the
North Island of New Zealand.

35 EVENTS OCCURRING AFTER BALANCE DATE

CEQ. Darryn Thomas reswgned effective 20 November 2009. The posilion will be filled by Wilmol Consulting Group Liriled until a replacement is appointed.
lan Wilmol is a direcior and shareholder of Wilmot Consulling Group Limited and a direclor of HBS.
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CHARTERED ACCOUNTANTS

ACCOUNTANTS REVIEW REPORT

To the Board of Directors of Hastings Building Society

We have completed a review of the financial statements of Hastings Building Society (“the
Building Society”) for the period ended 30 September 2009 on pages 1 to 25, for the six month
petiod ended 30 September 2009 in accordance with the Review Engagement Standards issued
by the Institute of Chartered Accountants New Zealand. The financial statements provide
information about the past financial performance of the Building Society and its financial
position as at 30 September 2009.

Board of Directors’ Responsibilities

The Board of Directors is responsible for the preparation, in accordance with New Zealand law
and generally accepted accounting practice, of a financial report which gives a true and fair view
of the financial position of the Building Society as at 30 September 2009 and of the results of
operations and cashflows for the six months ended on that date.

Basis of Opinion

A review is limited primarily to enquiries of Building Society personnel and analytical review
procedures applied to financial data and thus provides less assurance than an audit. We have not
petformed an audit and, accordingly, we do not express an audit opinion.

Review Opinion

Based on our review nothing has come to our attention that causes us to believe that the
financial statements on pages 1 to 25 do not give a true and fair view of the financial position of
the Building Society as at 30 September 2009 and the results of its operations and cashflows for
the six month period ended on that date.

Our review was completed on 15 December 2009 and our opinion is expressed as at that date.

120

Charfered Acé untants
Hastings, New Zealand




