






3.0 Board of Directors

3.0 Board of Directors

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

Chairman
Bruce is Chairman of 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.

Jeffrey Greenslade LLB

Managing Director
Jeff has over 20 years’ experience as 
a senior executive, and is responsible 
for the strategy and operational 
management of Heartland Building 
Society. He joined MARAC Finance 
Limited as Chief Executive Officer 
in 2009, and was appointed to its 
Board in December of that year.

Graham Kennedy J.P., BCom, 
CA, ACIS, ACIM, AF Inst D

Director
Graham has 37 years’ experience as 
a chartered accountant and is an 
independent professional director 
of a number of private companies. 
Graham was a director of CBS 
Canterbury for 24 years, holding  
the position of Chairman from 
2002–2008.

Christopher Mace CNZM

Director
Chris is an Auckland based 
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.

Gary Leech BCom, FCA

Director
Gary has 35 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.

Bryan Mogridge BSC, F Inst D, 
ONZM

Director
Bryan has over 30 years’ experience 
as a CEO coupled with extensive 
governance experience within  
New Zealand and overseas. He has 
been a director of MARAC Finance 
Limited since 1993.
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3.0 Board of Directors

John Harvey BCom, CA

Independent Director
John has considerable financial 
services experience and 35 years in 
the professional services industry, 
including 23 years as a partner of 
PricewaterhouseCoopers. John 
was appointed to the MARAC 
Finance Limited Board in 2010 and 
subsequently joined the Heartland 
Building Society Board upon its 
creation.

Michelle Smith MCom,  
CA – NZSA and ICAEW

Independent Director
Michelle is a professional director 
who has over 20 years of experience 
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.

Geoffrey Ricketts LLB (Hons), 
F Inst D

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 Society 
leading up to the merger with 
MARAC Finance Limited and CBS 
Canterbury.

Resigned Directors
George Gould  
(resigned 25 March 2011)

The Heartland Building Society Board includes all of the directors of Heartland New Zealand Limited plus the following 
independent directors.
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4.0	 Corporate Governance

The Board and management of 
Heartland New Zealand Limited 
are committed to ensuring that 
the Company maintains corporate 
governance practices in line with 
current best practice.

The Board, to ensure it governs in 
accordance with the requirements 
of the Company’s Constitution, has 
established policies and protocols 
which comply with the corporate 
governance requirements of the NZX 
Listing Rules and which are consistent 
with the principles contained in the 
NZX Corporate Governance Best 
Practice Code.

This governance statement outlines the main corporate 
governance practices applied by the Company as at  
13 September 2011. During the year the Board reviewed 
and assessed the Company’s governance structure 
and implemented a number of changes to ensure its 
governance practices are broadly consistent with best 
practice. The Board considers it has complied with the 
NZX Corporate Governance Best Practice Code for the 
year ended 30 June 2011.

This section of the Annual Report reflects the requirements 
of the New Zealand Securities Commission’s Corporate 
Governance Principles and Guidelines (“Guidelines”). 
The Company’s Constitution, and Board and Committee 
charters are available on the Company’s website  
www.heartland.co.nz.

Principle 1 – Ethical Standards
The Company expects its directors and staff to act honestly 
and in good faith, and in the best interests of the Company 
at all times. They must act with the care, diligence and 
skill expected of a director or staff member of a Company 
that has shares that are publicly traded on the NZX and 
has subsidiaries that issue securities and accept funds 
from the general public.

Directors and staff are required to act honestly and fairly in 
all dealings with the Company’s shareholders, customers, 
investors and service providers.

Each director and staff member has an obligation, at all 
times, to comply with the spirit as well as the letter of 
the law, to comply with the principles of the Company’s 

Code of Conduct, the Directors’ Code of Conduct and 
the Constitution of the Company, and to exhibit a high 
standard of ethical behaviour.

The Company’s Code of Conduct covers, among other 
things:

•	 receipt and use of company assets and property

•	 receipt and use of company information

•	 conflicts of interest.

All directors and officers of the Company are required 
to obtain consent before buying or selling shares in 
the Company and to certify that their decision to buy 
or sell shares has not been made on the basis of inside 
information. The Company’s Code of Conduct and 
Directors’ Code of Conduct are available on the Company’s 
website, www.heartland.co.nz.

Principle 2 – Board Composition and 
Performance

Role of the Board
The Board of Directors is responsible for corporate 
governance and the Company’s overall direction. 
The Board establishes objectives, strategies and an 
overall policy framework within which the business is 
conducted. Day-to-day management is delegated to the 
Chief Executive Officer. The Board regularly monitors and 
reviews management’s performance in carrying out their 
delegated duties.

The Board schedules monthly meetings. In the year ended 
30 June 2011, however, with the establishment of the 
Company, the Board met 10 times.

Board Membership, Size and Composition
The NZSX Listing Rules provide that the number of 
directors must not be fewer than three. Subject to this 
limitation, the size of the Board is determined from time 
to time by the Board.

The Board currently comprises seven directors, being a 
non-executive Chairman, the Managing Director and five 
non-executive directors.

A director is appointed by ordinary resolution of the 
shareholders, although the Board may fill a casual 
vacancy, in which case the appointed director retires at 
the next annual meeting but is eligible for re-election. 
Nominations for election as a director may be made by 
shareholders up until two months before the date of the 
annual meeting.

At each annual meeting, one-third of the directors retire 
from office by rotation. If they wish to continue they may 
stand for re-election. B R Irvine and B W Mogridge are 
standing for re-election at this year’s annual meeting.

4.0 Corporate Governance16
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Independence of Directors
A director is considered to be independent if that director 
is not an executive of the Company and if the director has 
no direct or indirect interest or relationship that could 
reasonably influence, in a material way, the director’s 
decisions in relation to the Company.

The Board has determined that G R Kennedy, G R Leech,  
C R Mace and G T Ricketts are independent directors.

The Guidelines recommend that the chairperson of 
a publicly owned entity should be independent. The 
current chairperson, BR Irvine, is not independent as he 
is a director of Pyne Gould Corporation Limited which as 
of 31 August 2011 is a substantial security holder of the 
company.

Board Performance Assessment
The Board undertakes a regular review of its own, its 
committees’ and individual directors’ performance. This 
is to ensure it has the right composition and appropriate 
skills, qualifications, experience and background 
to effectively govern the Company and monitor the 
Company’s performance in the interests of shareholders.

The last review was undertaken in 2010 at the time of 
establishment of the new Board of the Company and 
certain subsidiaries of the Company.

Principle 3 – Board Committees

Board Committees
The Board has three permanently constituted committees 
to assist the Board by working with management in 
specific areas of responsibility and then reporting their 
findings and recommendations back to the Board. Each 
of these committees has terms of reference which set out 
the committee’s objectives, membership, procedures and 
responsibilities. Details are available on the Company’s 
website.

Other ad hoc Board committees are established for 
specific purposes from time to time. During the year 
a Strategic Initiatives Committee was established to 
consider potential strategic acquisitions.

Audit Committee
The role of the Audit Committee is to assist the Board in:

•	 discharging its financial reporting and regulatory 
responsibilities

•	 ensuring that the ability and independence of the 
external auditor to carry out its statutory audit role is 
not impaired

•	 maintaining effective internal audit and internal 
control systems.

The Board has determined that Bruce Irvine, Graham 
Kennedy and Gary Leech each meets the criteria for being 
a “financial expert” in accordance with the Committee’s 
charter.

Governance and Remuneration Committee
The role of the Governance and Remuneration Committee 
is to:

•	 oversee a formal and transparent method of 
recommending director remuneration to shareholders

•	 assist the Board in establishing remuneration policies 
and practices for the Company and in discharging 
its responsibilities for reviewing and setting the 
remuneration of the Chief Executive Officer and his 
direct reports

•	 assist the Board in reviewing the Board’s composition 
and the competencies required of prospective 
directors, identifying prospective directors, 
developing succession plans for the Board and making 
recommendations to the Board accordingly

•	 oversee capital management in the company, 
including the optimal capital structures and levels

•	 ensure that the Company maintains best practice 
corporate governance.

Risk Committee
The purpose of this Committee is to oversee the Company’s 
Risk Profile and approve the risk management framework 
within the context of the risk-reward strategy determined 
by the Board (on an annual basis). The Committee’s role 
includes, but is not restricted to, assessing credit risk, 
liquidity risk, market risk and operational risk, which 
includes compliance, reputation, strategic and other 
risks.

Principle 4 – Reporting and Disclosures
The Board is committed to ensuring the highest standards 
are maintained in financial reporting and disclosure of all 
relevant information.

The Audit Committee oversees the quality and timeliness 
of all financial reports, including all prospectuses issued 
by group companies.

The CEO and CFO are required to certify to the Audit 
Committee that the financial statements of the Company 
and its subsidiaries present a true and fair view of the 
Company and comply with all relevant accounting 
standards.
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Principle 5 – Remuneration
Total remuneration available to non-executive directors 
is determined by shareholders. The current aggregate 
approved amount is $917,500.

Following the listing of the Company in January 2011, the 
directors’ fees were set as follows.

Board – Chair	 $150,000
Directors	 $75,000
Audit Committee – Chair	 $15,000
Audit Committee – Members	 $7,500
Risk Committee – Chair	 $20,000
Risk Committee – Members	 $10,000
Governance and Remuneration  
Committee – Chair	 $10,000
Governance and Remuneration  
Committee – Members	 $5,000

In addition, the independent directors of Heartland 
Building Society, ES Harvey and MA Smith, each receive 
fees of $70,000 per annum.

The Company’s policy is to pay directors’ fees in cash. 
There is no requirement for directors to take a portion of 
their remuneration in shares and there is no requirement 
for directors to hold shares in the Company.

Senior Executive Remuneration
The objective is to provide competitive remuneration 
that aligns executives’ remuneration with shareholder 
value and rewards the executives’ achievement of the 
Company’s strategies and business plans.

All senior executives receive a base salary and are also 
on short-term and long-term incentive plans under which 
they are rewarded for achieving key performance and 
operating results.

Principle 6 – Risk Management
The Board ensures that the Company has processes in 
place to identify and manage risk in the business. The three 
main types of risk identified are operational, business 
and market risks. Specific risk management strategies 
have been developed for each of these areas. The Risk 
Committee of the Board oversees the risk management 
strategy. The Company also has in place insurance cover 
for insurable liability and general business risk.

Principle 7 – Auditors
The Audit Committee is responsible for overseeing the 
external, independent audit of the Company’s financial 
statements and prospectuses. The Audit Committee 
ensures that the level of non-audit work undertaken by 
the auditors does not jeopardise their independence. 
The Company also has an internal audit function which 
is independent of the external auditors. The Audit 
Committee approves the annual audit programme, which 
is developed in consultation with management of the 
Company.

Principle 8 – Shareholder Relations
The Board is committed to maintaining a full and open 
dialogue with all shareholders.

4.0	 Corporate Governance continued
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Bruce Irvine Jeffrey Greenslade

5.0	Di rectors’ Responsibility Statement

The directors are responsible for ensuring that the financial statements give a true and fair view of the financial position 
of Heartland New Zealand Limited and its subsidaries as at 30 June 2011 and the financial performance and cash flows 
for the year ended 30 June 2011.

The directors consider that the financial statements of the Group and the Company have been prepared using 
appropriate accounting policies consistently applied and supported by reasonable judgements and estimates and that 
all the relevant financial reporting 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 position of the Group and facilitate compliance of the financial statements with the 
Financial Reporting Act 1993.

The Board of Directors of Heartland New Zealand Limited authorised the financial statements set out on pages 21 to 53 
for issue on 19 August 2011.

For and on behalf of the Board

5.0 Directors’ Responsibility Statement 19
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6.0	F INANCIAL STATEMENTS
For the year ended 30 June 2011

The financial statements presented are those of Heartland New Zealand Limited (Company) and its subsidiaries (Group).

On 7 January 2011, the Group was formed through the business combination of CBS Canterbury (CBS), Southern 
Cross Building Society (SCBS), MARAC Finance Limited (MARAC) and Heartland Financial Services Limited (previously 
Combined Operations Limited).

From a legal perspective MARAC is a subsidiary of the Company. Under New Zealand equivalents to International 
Financial Reporting Standards (NZ IFRS) MARAC is treated as the acquirer of CBS and SCBS. The effect of this is that the 
financial statements represent a continuation of the MARAC business.

As described in Note 1, the Group’s comparative results reflect the operations of MARAC. The Group’s current year 
results include the operations of MARAC from 1 July 2010 to 6 January 2011 and the results of the new Group from  
7 January 2011 to 30 June 2011.

Explanatory Foreword
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STATEMENTS OF COMPREHENSIVE INCOME
For the year ended 30 June 2011

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
NOTE $000 $000 $000 $000 

Interest income 5 161,299      148,337      2                 -                
Interest expense 5 99,705        89,271        -                -                
Net interest income 61,594        59,066        2                 -                

Operating lease income 6 18,073        16,617        -                -                
Operating lease expenses 6 11,130        10,037        -                -                
Net operating lease income 6,943          6,580          -                -                

Lending and credit fee income 1,236          1,071          -                -                
Dividends received -                -                866             -                
Other income 7 718             2,364          -                -                
Net operating income 70,491        69,081        868             -                

Selling and administration expenses 8 45,674        25,025        848             -                
Profit before impaired asset expense and income tax 24,817        44,056        20               -                

Impaired asset expense 33(a)(ii) 13,298        23,765        -                -                
Operating profit 11,519        20,291        20               -                

Share of equity accounted investee's profit 21 82             -               -                -
Profit before income tax 11,601      20,291      20               -

Income tax expense / (benefit) 9 4,458          5,992          (254)            -                
Profit for the year 7,143          14,299        274             -                

Other comprehensive income

GROUP COMPANY

Heartland New Zealand Limited 4

Other comprehensive income
Cash flow hedges:
Effective portion of changes in fair value, before income tax 851             6,011          -                -                

Reserves:
159             -                -                -                

20               -                -                -                

(309)            1,803          -                -                

Other comprehensive income for the year, net of income tax 721             4,208          -                -                

Total comprehensive income for the year 7,864          18,507        274             -                

Earnings per share from continuing operations
Basic earnings per share 11 5c
Diluted earnings per share 11 5c

All comprehensive income for the year is attributable to owners of the Group.

The notes on pages 25 to 53 are an integral part of these financial statements.

Income tax expense on other comprehensive income

Net change in available for sale reserve, before income tax

The comparative results for the Group for the year ended 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.

Net change in defined benefit reserve, before income tax

Heartland New Zealand Limited 4

STATEMENTS OF COMPREHENSIVE INCOME
For the year ended 30 June 2011

The comparative results for the Group for the year ended 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.
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STATEMENTS OF CHANGES IN EQUITY
For the year ended 30 June 2011

Available Defined
Share for sale benefit Hedging Retained Total

Capital Reserve Reserve Reserve Earnings Equity
NOTE $000 $000 $000 $000 $000 $000 

30 Jun 11 - GROUP

Balance at 1 July 2010 55,000      -              -                (1,984)         153,452      206,468      

Total comprehensive income for the year
Profit for the year -              -              -                -                7,143          7,143          
Other comprehensive income, net of income tax -            111         14             596            -                721
Total comprehensive income for the year -              111           14               596             7,143          7,864          

Contributions by and distributions to owners
Issue of share capital 82,074      -              -                -                -                82,074        
Total transactions with owners 82,074      -              -                -               -                82,074        

Balance at 30 June 2011 137,074    111           14               (1,388)         160,595      296,406      

30 Jun 10 - GROUP

Balance at 1 July 2009 20,000      -              -                (6,192)         139,153      152,961      

Total comprehensive income for the year
Profit for the year -              -              -                -                14,299        14,299        
Other comprehensive income, net of income tax -            -            -              4,208        -                4,208
Total comprehensive income for the year -              -              -                4,208          14,299        18,507        

Contributions by and distributions to owners
Issue of share capital 35 000 - - - 35 000

Heartland New Zealand Limited 5

Issue of share capital 35,000    -              -               -                35,000
Total transactions with owners 35,000      -              -                -                -                35,000        

Balance at 30 June 2010 55,000      -              -                (1,984)         153,452      206,468      

30 Jun 11 - COMPANY

Balance at 1 July 2010 -              -              -                -                -                -                

Total comprehensive income for the year
Profit for the year -              -              -                -                274             274             
Total comprehensive income for the year -              -              -                -                274             274             

Contributions by and distributions to owners
Issue of share capital 28 286,343    -              -                -                -                286,343      
Total transactions with owners 286,343    -              -                -                -                286,343      

Balance at 30 June 2011 286,343    -              -                -                274             286,617      

The notes on pages 25 to 53 are an integral part of these financial statements.

The comparative results for the Group for the year ended 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.

Heartland New Zealand Limited 5

STATEMENTS OF CHANGES IN EQUITY
For the year ended 30 June 2011

The comparative results for the Group for the year ended 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.
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STATEMENTS OF FINANCIAL POSITION
As at 30 June 2011

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
NOTE $000 $000 $000 $000 

Assets
Cash and cash equivalents 14 267,187      86,406        153             -                
Investments 15 17,831        -                -                -                
Due from related parties 30 -                43,664        -                -                
Investment properties 16 34,499        -                -                -                
Finance receivables 17 1,707,311   1,102,181   -                -                
Operating lease vehicles 18 32,727        42,895        -                -                
Other assets 20 34,211        18,509        286             -                
Investment in subsidiaries 19 -                -                286,343      -                
Investment in joint venture 21 2,582          -                -                -                
Intangible assets 22 21,602        901             -                -                
Total assets 2,117,950   1,294,556   286,782      -                

Liabilities
Borrowings 25 1,787,524   983,679      -                -                
Trade and other payables 26 34,020        104,409      165             -                
Total liabilities 1,821,544   1,088,088   165             -                

Equity
Share capital 28 137,074      55,000        286,343      -                
Retained earnings and reserves 159,332      151,468      274             -                
Total equity 296,406      206,468      286,617      -                

Total equity and liabilities 2,117,950 1,294,556 286,782      -

COMPANYGROUP

Heartland New Zealand Limited 6

Total equity and liabilities 2,117,950 1,294,556 286,782                    

The notes on pages 25 to 53 are an integral part of these financial statements.

The comparative financial position of the Group as at 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.

Heartland New Zealand Limited 6

STATEMENTS OF FINANCIAL POSITION
As at 30 June 2011

The comparative financial position of the Group as at 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.
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STATEMENTS OF CASH FLOWS
For the year ended 30 June 2011

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
NOTE $000 $000 $000 $000 

Cash flows from operating activities

Interest received 152,013      136,420      2                 -                
Dividends received -                -                866             -                
Operating lease income received 14,367        14,604        -                -                
Proceeds from sale of operating lease vehicles 15,384        12,377        -                -                
Lending, credit fees and other income received 4,279          1,146          -                -                
Net decrease in finance receivables -                69,291        -                -                
Total cash provided from operating activities 186,043      233,838      868             -                

Payments to suppliers and employees 55,052        21,041        715             -                
Interest paid 91,266        90,319        -                -                
Purchase of operating lease vehicles 18,201        20,014        -                -                
Net increase in finance receivables 19,417        -                -                -                
Taxation paid -                2,800          -                -                
Total cash applied to operating activities 183,936      134,174      715             -                

Net cash flows from operating activities 12 2,107          99,664        153             -                

Cash flows from investing activities

Proceeds from sale of property, plant and equipment -                20               -                -                
Proceeds from sale of investments 3,709          65               -                -                
Proceeds from sale of finance receivables to related party 30 39,764        125,000      -                -                
Total cash provided from investing activities 43,473        125,085      -                -                

Purchase of office fit-out, equipment and intangible assets 1,831          872             -                -                
Purchase of investment property 21,140        -                -                -                

GROUP COMPANY

Heartland New Zealand Limited 7

p p y ,
Total cash applied to investing activities 22,971        872             -                -                

Net cash flows from investing activities 20,502        124,213      -                -                

Cash flows from financing activities

Increase in share capital -                35,000        -                -                
Total cash provided from financing activities -                35,000        -                -                

Net decrease in borrowings 48,954        234,933      -                -                
Total cash applied to financing activities 48,954        234,933      -                -                

Net cash flows applied to financing activities (48,954)       (199,933)     -                -                

Net (decrease) / increase in cash held (26,345)       23,944        153             -                
Opening cash and cash equivalents 86,406        62,462        -                -                
Cash impact on amalgamation 207,126      -                -                -                
Closing cash and cash equivalents 14 267,187      86,406        153             -                

The notes on pages 25 to 53 are an integral part of these financial statements.

The comparative results for the Group for the year ended 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.

Heartland New Zealand Limited 7

STATEMENTS OF CASH FLOWS
For the year ended 30 June 2011

The comparative results for the Group for the year ended 30 June 2010 reflect the MARAC Group only. Refer to Note 1 for further information.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

1 Reporting entity



 The borrowings of MARAC were transferred to the Society.




On 7 January 2011:

All of the assets and liabilities of CBS Canterbury (CBS), Southern Cross Building Society (SCBS) (net of the shares
held by SCBS in CBS), CBS Warehouse A Trust were amalgamated to form the Society.

On 5 January 2011:

The financial statements presented are the consolidated financial statements comprising Heartland New Zealand Limited
(Company) and its subsidiaries (Group). On 1 June 2011, Building Society Holdings Limited changed its name to Heartland
New Zealand Limited.

The shares in MARAC were transferred to the Society from MARAC Financial Services Limited to form the Group.

The Group was formed following a series of transactions during the period from 5 to 7 January 2011. The Company,
through its subsidiaries, owns 100% of Heartland Building Society (Society) and 100% of Heartland Financial Services
Limited (previously known as Combined Operations Limited). The Society owns 100% of MARAC Finance Limited
(MARAC).  Heartland Financial Services Limited holds a 50% joint venture interest in MARAC JV Holdings Limited (MJV).

The effect of this treatment is that the financial statements represent a continuation of the MARAC business with the results
of the Group reflecting the total comprehensive income of the MARAC Group from 1 July 2010 to 6 January 2011 and the
results of the new Group from 7 January 2011 to 30 June 2011. Group comparatives presented for the year ended 30 June
2010 are those of the MARAC Group only.

The Society and the assets and liabilities of Southern Cross Building Society Charitable Trust and CBS Canterbury
Charitable Trust were amalgamated into the Group.

From a legal perspective MARAC is a subsidiary of the Company. Under New Zealand equivalents to International
Financial Reporting Standards (NZ IFRS) the series of transactions described above is treated as a reverse acquisition and
MARAC is treated as the acquirer of CBS and SCBS. As a result, the business combination is accounted for as if MARAC
acquired 100% of the Company with the Company owning 72.21% of the Society through its subsidiaries.

2 Basis of preparation

(a) Statement of compliance

(b) Basis of measurement

(c) Functional and presentation currency

(d) Estimates and judgements

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New Zealand
(NZ GAAP) and with the requirements of the Financial Reporting Act 1993. They comply with New Zealand equivalents to
International Financial Reporting Standards (NZ IFRS) and other applicable Financial Reporting Standards, as appropriate
for profit-oriented entities. The financial statements also comply with International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board.

The Company and all entities within the Group are profit-oriented entities, except for the Southern Cross Building Society
Charitable Trust and the CBS Canterbury Charitable Trust. The Company is a reporting entity and an issuer for the
purposes of the Financial Reporting Act 1993 and its financial statements comply with that Act. The financial statements
have been prepared in accordance with the requirements of the Companies Act 1993 and the Securities Regulations 2009.

The MARAC Group comprises MARAC, MARAC ABCP Trust 1 (MARAC Trust), MARAC Retirement Bonds Superannuation
Fund and MARAC PIE Fund. The Group wound up MARAC Retirement Bonds Superannuation Fund with effect from 31
October 2010.

These financial statements are presented in New Zealand dollars which is the Group's functional currency. Unless
otherwise indicated, amounts are rounded to the nearest thousand.

The preparation of financial statements requires the use of management judgement, estimates and assumptions that effect
reported amounts. Actual results may differ from these judgements. For further information about significant areas of
estimation, uncertainty and critical judgements that have the most significant effect on the financial statements, refer to Note
33 - Credit risk exposure.

The Group includes MARAC Trust and CBS Warehouse A Trust collectively known as the Trusts. The assets securitised
into the Trusts continue to be recognised in the Group's financial statements.

All entities within the Group offer financial services. The Group operates and is domiciled in New Zealand. The registered
office address is 75 Riccarton Road, Christchurch.

The financial statements have been prepared on the basis of historical cost, unless stated otherwise.

Heartland New Zealand Limited 8

7.0	NO TES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

2 Basis of preparation (continued)

(e) Going concern

3 Significant accounting policies

(a) Consolidation of subsidiaries

(b) Jointly controlled entities

(c) Special purpose entities

Subsidiaries are entities that are controlled by the Group. Investments in subsidiary companies are recorded at cost by the
Company. 

The consolidated financial statements are prepared by consolidating the financial statements of the Company and its
subsidiaries.  All intercompany transactions, balances and unrealised profits are eliminated on consolidation.

The financial statements have been prepared on a going concern basis after considering the Company's and Group’s
funding and liquidity position.

Joint ventures are those entities over whose activities the Group has joint control, established by contractual agreement and
requiring unanimous consent for strategic financial and operating decisions.

Investments in jointly controlled entities are accounted for by the Group using the equity method and are recognised initially
at cost. The consolidated financial statements include the Group's share of the income and expenses and equity
movements of equity accounted investees, from the date that significant influence or joint control commences until the date
that significant influence of joint control ceases. Dividends received from associates and jointly controlled entities are
recorded in profit or loss.

Special purpose entities are created to accomplish a narrow and well-defined objective such as the securitisation or holding
of particular assets, or the execution of a specific borrowing or lending transaction. The financial statements of special
purpose entities are included in the Group's financial statements where the substance of the relationship is that the
Company controls the special purpose entity.

(d) Interest

(e) Operating lease income and expense

(f) Lending and credit fee income

(g) Tax

Income tax expense

Current tax

Interest on the effective portion of a derivative designated as a cash flow hedge is initially recognised in the hedging
reserve. It 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.

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.

Operating lease vehicles are depreciated on a straight line basis over their expected life after allowing for any residual
values. The estimated lives of operating lease vehicles vary up to five years. Vehicles held for sale are not depreciated but
are tested for impairment.

Income from operating lease vehicles is apportioned over the term of the operating lease on a straight line basis.

Interest income and expense are recognised using the effective interest method in profit or loss. The effective interest rate
is established on initial 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 commissions paid or received that are an integral part of the
effective interest rate.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted
at the reporting date, and any adjustment to tax payable in respect of previous periods. Current tax for current and prior
periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable).

Income tax expense for the period comprises current and deferred tax. Income tax expense is recognised in profit or loss
except to the extent that it relates to items recognised directly in other comprehensive income, in which case it is recognised
in other comprehensive income.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

3 Significant accounting policies (continued)

(g) Tax (continued)

Deferred tax

(h) Management of capital
The Group's capital includes share capital, reserves and retained earnings.

Deferred tax assets and liabilities are measured at the tax rates that are expected to be 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 enacted or
substantively enacted by the reporting date. The measurement reflects 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.

The Group's policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The Group has minimum capital requirements 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.

Deferred tax is accounted for using the balance sheet method. Deferred tax is recognised in respect of temporary
differences between the financial reporting carrying amount of assets and liabilities and the amounts used for tax purposes.

Current and deferred tax assets and liabilities are offset only to the extent that they relate to income taxes imposed by the
same taxation authority and there is a legal right and intention to settle on a net basis and it is allowed under tax law.

Deferred tax assets, including those related to the tax effects of income tax losses 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
deductible temporary differences or unused tax losses and credits can be utilised. Deferred tax assets are reviewed each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

(i) Cash and cash equivalents

(j) Finance receivables

(k) Operating lease vehicles

(l) Derivative financial instruments

(m) Property, plant, equipment and depreciation
Land and buildings are measured at fair value. Fair value is determined on the basis of independent valuations prepared by
external valuation experts, based on discounted cash flows or capitalisation of net income.

Finance receivables are initially 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.  

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 Statement of Financial Position.

Derivative financial instruments are contracts entered into to reduce the exposure to fluctuations in interest rates on variable
rate borrowings. The financial instruments are subject to the risk that market values may change subsequent to their
acquisition; however such changes would be offset by corresponding, but opposite, effects on the variable rate borrowings
being hedged. Derivatives are initially valued at fair value and subsequently remeasured at fair value. Fair value
movements of derivatives that are not designated in a qualifying hedge relationship, are recognised in profit or loss.

Any revaluation increase arising on the revaluation of land and buildings is credited to the asset revaluation reserve, except
to the extent that it 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 asset revaluation reserve relating to a previous revaluation of that asset.

Operating lease vehicles are stated at cost less accumulated depreciation. Profits on the sale of operating lease vehicles
are included as part of operating lease income. Current period depreciation and losses on the sale of operating lease
vehicles are included as part of operating lease expenses.

Fair value movements of the effective portion of a qualifying hedge derivative, are recognised directly in other
comprehensive income and held in the hedging reserve in equity. The amount recognised in equity is transferred to profit or
loss in the same year as the hedged cash flow affects profit or loss, disclosed in the same line as the hedged item. Any
ineffective portion of changes in fair value of the derivative are recognised immediately in profit or loss. Fair value
movements of a derivative designated as a fair value hedge are recognised directly in profit or loss together with the hedged
item.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

3 Significant accounting policies (continued)

(m) Property, plant, equipment and depreciation (continued)

Other items of property, plant and equipment are stated at cost less accumulated depreciation and impairment.

The following annual rates are used in the calculation of depreciation:
Buildings 1.0% - 4.0%
Fixtures and fittings 5.5% - 36.0%
Office equipment and furniture 6.0% - 30.0%
Computer equipment 16.2% - 48.0%
Motor vehicles 21.0% - 25.2%

(n) Investment properties

(o) Investments

Investment properties have been acquired through the enforcement of security over finance receivables and are held to
earn rental income or for capital appreciation (or both). Investment property is initially recognised at its fair value, with
subsequent changes in fair value recognised in profit or loss.

Fair values are supported by independent valuations or other similar external evidence, adjusted for changes in market
conditions and the time since the last valuation.

The Group holds investments in local authority stock, public securities and corporate bonds. Investments held are classified
as being available for sale and are stated at fair value less impairment. The fair values are derived by reference to
published price quotations in an active market.

Depreciation on revalued buildings is charged to profit or loss. On the subsequent sale or retirement of a revalued property,
the attributable revaluation surplus remaining in the asset revaluation reserve, net of any related deferred taxes, is
transferred directly to retained earnings.

Depreciation is calculated on a straight line basis so as to write off the net cost or other revalued amount of each asset over
its expected useful life to its estimated residual value.

(p) Financial assets and liabilities

Classification
Financial assets and liabilities are classified in the following accounting categories:

Financial assets/liabilities Accounting category
Cash and cash equivalents Loans and receivables
Investments Available for sale
Due from related parties Loans and receivables
Finance receivables Loans and receivables
Other financial assets Loans and receivables
Borrowings Other liabilities at amortised cost
Other financial liabilities Other liabilities at amortised cost
Derivatives Held for trading (or qualifying hedges as described in Note 3(k))

Recognition

Derecognition

(q) GST 

The Group initially recognises finance receivables, borrowings and subordinated liabilities on the date that they are
originated. All other financial assets and liabilities (including assets and liabilities designated at fair value through profit or
loss) are initially recognised on the trade date at which the Group becomes a party to the contractual provisions of the
instrument.

The Group enters into transactions whereby it transfers assets recognised on its Statement 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 Statement of Financial Position. Transfers of assets with
the retention of all or substantially all risks and rewards include, for example, securitised assets and repurchase
transactions.

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST). As the Group is
predominantly involved in providing financial services, only a proportion of GST paid on inputs is recoverable. The non-
recoverable proportion of GST is treated as part of the cost of acquisition of the asset or as part of the expense.

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers
the rights to receive the contractual cash flows on the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred. Any interest in transferred financial assets that is created 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.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

3 Significant accounting policies (continued)

(r) Intangible assets

Goodwill

Computer software

(s) Impaired assets and past due assets

Past due but not impaired assets are any assets which have not been operated by the counterparty within their key terms

The term collectively impaired asset refers to an asset where an event has occurred which past history indicates that there
is an increased possibility that the Group will not collect all its principal and interest as it falls due. No losses have yet been
identified on these individual loans within the collectively impaired 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.

Impaired assets are those loans for which the Group has evidence that it will incur a loss, and will be unable to collect all
principal and interest due according to the contractual terms of the loan. 

Restructured assets are assets where the Group expects to recover all amounts owing although the original terms have
been changed due to the counterparty's difficulty in complying with the original terms of the contract 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.

Software acquired by the Group is stated at cost less accumulated amortisation and any accumulated impairment losses.
Subsequent expenditure on software assets is capitalised only when it increases the future economic value of that asset.
Amortisation of software is on a straight line basis, at rates which will write off the cost over their estimated economic lives of
3 to 4 years.

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. When the fair value of the identifiable net assets and contingent
liabilities exceeds the cost of an acquisition, the resulting discount is recognised immediately in profit for the year. Goodwill
is tested for impairment at least annually, and is carried at cost less accumulated impairment losses.

For further information about credit impairment provisioning refer to Note 33 - Credit risk exposure.

(t) Provisions

(u) Employee benefits

(v) Defined benefit plan

(w) Borrowings

(x) Statements of Cash Flows

ast due but ot pa ed assets a e a y assets c a e ot bee ope ated by t e cou te pa ty t t e ey te s
but are not considered to be impaired by the Group.

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be
estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.

The cost of providing benefits for defined benefit superannuation plans is determined 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 Statement of Changes in Equity.

Annual leave entitlements are accrued at amounts expected to be paid. Long service leave is accrued by calculating the
probable future value of entitlements and discounting back to present value. Obligations to defined contribution
superannuation schemes are recognised as an expense when the contribution is paid.

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 to profit or
loss.

Bank borrowings, deposits and debenture stock are initially recognised at fair value including incremental direct transaction
costs.  They are subsequently measured at amortised cost using the effective interest method.

Past service cost is recognised immediately to the extent that the benefits are already vested, and otherwise is amortised on
a straight-line basis over the average period until the benefit becomes vested. The defined benefit obligation is deducted
from the fair value of the defined benefit plan asset to derive the defined benefit plan surplus recognised on the Statement
of Financial Position.

The Statements of Cash Flows has been prepared using the direct method modified by the netting of certain cash flows, in
order to provide more meaningful disclosure. Cash and cash equivalents consist of cash and liquid assets used in the day
to day cash management of the Group.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

3 Significant accounting policies (continued)

(y) Share schemes

(z) New standards and interpretations not yet adopted

Expected 
to be 

initially
applied in 

year 
ending:

Under both of these schemes Heartland New Zealand Limited and the previous ultimate parent, Pyne Gould Corporation
Limited undertake to transfer a specific number of its shares to various key staff at a specified future date on that staff
member achieving certain criteria. The shares are issued at a price agreed by the directors and held in trust until all the
conditions are satisfied. The expected benefit is expensed over the periods over which any conditions are required to be
met.

The Group provides benefits to staff in the form of share based payments, whereby staff provide services in exchange for
shares. Currently in place is a discretionary share scheme and an executive share scheme, refer to Note 38 - Staff share
ownership arrangements.

NZ IAS 1 Presentation of Financial Statements, which clarifies that disaggregation of changes in
each component of equity arising from transactions recognised in other comprehensive income is
also required to be presented, either in the Statement of Changes in Equity or in the notes.

Effective
for annual

periods
beginning

on or
after:

1 January 
2011

30 June 
2012

30 June 
2012

A number of new standards, amendments to standards and interpretations are not yet effective for the period ended 30
June 2011, and have not been applied in preparing these financial statements. The new standards identified which may
have an effect on the financial statements of the Group are:

NZ IFRS 7 Financial Instruments: Disclosures, which adds an explicit statement that qualitative
disclosure should be made in the context of the quantitative disclosures to better enable users to
evaluate an entity's exposure to risks arising from financial instruments.

Standard and description

1 January 
2011

The impact of these standards on the financial statements of the Group has not yet been assessed.

30 June 
2014

30 June 
2014

NZ IFRS 12 Disclosure of Interests in Other Entities, which contains the disclosure requirements for
entities that have interests in subsidiaries, joint arrangements, associates and/or unconsolidated
structured entities.

1 January 
2013

30 June 
2014

NZ IAS 19 Employee Benefits, which requires actuarial gains and losses to be recognised
immediately in other comprehensive income and the expected return on plan assets recognised in
profit or loss to be calculated based on the rate used to discount the defined benefit obligation.

1 January 
2013

30 June 
2014

30 June 
2014

NZ IFRS 9 Financial Instruments, which specifies how an entity should classify and measure
financial assets and liabilities.

1 July 
2012

NZ IFRS 10 Consolidated Financial Statements, which introduces a new approach to determining
which investees should be consolidated and provides a single model to be applied in the control
analysis for all investees.

30 June 
2014

1 January 
2013

NZ IAS 1 Presentation of Financial Statements, which requires an entity to present separately the
items of other comprehensive income that would be reclassified to profit or loss in the future if
certain conditions are met.

FRS 44 New Zealand Additional Disclosures, which sets out New Zealand specific disclosures for
entities reporting under NZ IFRS.

30 June 
2013

NZ IAS 12 Income Taxes, which introduces a presumption that an investment property is recovered
entirely through sale. 

1 July 
2011

30 June 
2012

NZ IFRS 7 Financial Instruments: Disclosures, which adds additional disclosures about the transfer
of financial assets and liabilities.

30 June 
2012

1 January 
2013

30 June 
2014

NZ IAS 28 Investments in Associates and Joint Ventures, which amends IFRS 5 to apply to an
investment, or a portion of investment in an associate or joint venture that meets the criteria to be
classified as held for sale and on cessation of significant infuence or joint control, the entity does not
remeasure the retained interest.

1 January 
2013

30 June 
2014

1 January 
2012

30 June 
2013

NZ IAS 27 Consolidated and Separate Financial Statements, which carries forward existing
accounting and disclosure requirements with minor clarifications.

1 January 
2013

1 January 
2013

NZ IFRS 11 Joint Arrangements which distinguishes joint arrangements between joint operations
and joint ventures and requires the equity method for joint ventures.

NZ IFRS 13 Fair Value Measurement, which defines fair value, and establishes a framework for
measuring fair value including disclosure requirements.

1 January 
2013

evaluate an entity s exposure to risks arising from financial instruments.
1 July 
2011
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

3 Significant accounting policies (continued)

(aa) Changes in accounting policies

4 Segmental analysis

Operating segments
The Group operates predominantly within New Zealand and comprises the following main operating segments:

Rural

Consumer
Retail

Business

Property

Segment information is presented in respect of the Group's operating segments which are those used for the Group's
management and internal reporting structure.

Finance of motor vehicles, boats and leisure assets.
Providing a comprehensive range of financial services, including transactional and
savings based deposit accounts together with residential and commercial mortgage
lending.
Providing term debt, plant and equipment finance and working capital solutions for
small-to-medium sized New Zealand businesses.

The Group's operating segments are different than the industry categories detailed in Note 33 - Credit risk exposure. The
operating segments are primarily categorised by security type whereas Note 33 Credit risk exposure categorises exposures

There have been no material changes in accounting policies in the current period. The accounting policies applied in these
financial statements are consistent with those applied in MARAC's 30 June 2010 annual financial statements.

Non core property assets of MARAC, SCBS and CBS.

All income received is from external sources, except those transactions with related parties, refer to Note 30 - Related party
transactions. Certain selling and administration expenses, such as premises, IT and support centre costs are not allocated to
operating segments and are included in Other.

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

 Rural Consumer Retail Business Property Other Total 
$000 $000 $000 $000 $000 $000 $000 

30 Jun 11 
Net interest income        1,643      30,103        3,205        17,138          9,168             337        61,594 
Net operating lease income              -          6,823              -               120                -                  -            6,943 
Net other income              -             264           279               21             542             848          1,954 
Net operating income        1,643     37,190       3,484       17,279         9,710          1,185       70,491 

Depreciation and amortisation              -                -                -                  -                  -            1,482          1,482 
Other selling and administration 
expenses

       1,048        5,471        3,525          3,983          1,986        28,179        44,192 

Selling and administration        1,048        5,471        3,525          3,983          1,986        29,661        45,674 

Profit / (loss) before impaired asset 
expense and income tax           595      31,719            (41)        13,296          7,724       (28,476)        24,817 

Impaired asset expense           510        1,526        1,303          7,195          2,764                -          13,298 
Operating profit / (loss)             85      30,193       (1,344)          6,101          4,960       (28,476)        11,519 

             -                -                -                  -                  -                 82               82 

Profit / (loss) before income tax             85      30,193       (1,344)          6,101          4,960       (28,394)        11,601

Income tax expense              -                -                -                  -                  -            4,458          4,458 
Profit / (loss) for the period             85     30,193      (1,344)         6,101         4,960       (32,852)         7,143 

Total assets      75,961    644,576    390,542      476,367      187,091      343,413  2,117,950 
Total liabilities              -                -                -                  -                  -   1,821,544  1,821,544 
Total equity              -                -                -                  -                  -        296,406     296,406 

operating segments are primarily categorised by security type, whereas Note 33 - Credit risk exposure categorises exposures
by the industry the borrowers operate in.

Share of equity accounted investee's
profit

GROUP
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4 Segmental analysis (continued)
 Rural Consumer Retail Business Property Other Total 
$000 $000 $000 $000 $000 $000 $000 

30 Jun 10 
Net interest income              -        19,871              -          38,206                -               989        59,066
Net operating lease income              -          6,351              -               229                -                  -            6,580 
Net other income              -          2,808              -                 13                -               614          3,435
Net operating income              -       29,030             -         38,448               -            1,603       69,081 

Depreciation and amortisation              -                -                -                  -                  -               968             968 
Other selling and administration 
expenses

             -          3,810              -            5,357                -          14,890        24,057 

Selling and administration              -          3,810              -            5,357                -          15,858        25,025 

Profit before impaired asset 
expense and income tax              -        25,220              -          33,091                -         (14,255)        44,056 

Impaired asset expense              -          2,357              -          18,126                -            3,282        23,765
Profit/(loss) before income tax              -        22,863              -          14,965                -         (17,537)        20,291 

Income tax expense              -                -                -                  -                  -            5,992          5,992 
Profit/(loss) for the period              -       22,863             -         14,965               -         (23,529)       14,299 

Total assets              -   560,700              -   628,040                -        105,816   1,294,556 
Total liabilities              -                -                -                  -                  -   1,088,088   1,088,088 
Total equity              -                -                -                  -                  -        206,468      206,468 

5 Net interest income

MARAC Group did not previously operate in the Retail or Rural segment or report on the Property segment, as a result there
are no comparatives included in the Retail, Rural or Property segments.

GROUP

GROUP

COMPANY5 Net interest income
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Interest income
Cash and cash equivalents 6,772 2,668 2 -  
Finance receivables 154,527 145,669 -  -  
Total interest income 161,299 148,337 2 -  

Interest expense
Retail deposits and debenture stock 78,327 66,640 -  -  
Bank and securitised borrowings 21,332 18,411 -  -  
Derivatives held for risk management:
- Net interest expense on cash flow hedges 46 4,220 -  -  
Total interest expense 99,705 89,271 -  -  

Net interest income 61,594 59,066 2 -  

Included within interest on finance receivables is $5,902,000 (June 2010: $3,180,000) on individually impaired assets.

6 Net operating lease income
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Operating lease income
Lease income 14,277 14,545 -  -  
Gain on disposal of lease vehicles 3,796 2,072 -  -  
Total operating lease income 18,073 16,617 -  -  

Operating lease expense
Depreciation on lease vehicles 10,490 9,314 -  -  
Direct lease costs 640 723 -  -  
Total operating lease expenses 11,130 10,037 -  -  

Net operating lease income 6,943 6,580 -  -  

GROUP COMPANY

GROUP COMPANY
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

7 Other income

8 Selling and administration expenses
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

NOTE $000 $000 $000 $000 

Personnel expenses 21,747 12,790 -  -  
Directors' fees 497 -  497 -  
Superannuation 302 259 -  -  
Audit fees 416 265 77 -  
Audit related fees 87 276 -  -  
Amortisation - intangible assets 22 978 568 -  -  
Depreciation - property, plant and equipment 23 504 400 -  -  
Operating lease expense as a lessee 1,277 907 -  -  
Legal and professional fees 6,781 1,206 130 -  
Other operating expenses 13,085 8,354 144 -  
Total selling and administration expenses 45,674 25,025 848 -  

GROUP

On 30 June 2010, MARAC purchased GMAC New Zealand Limited's (GMAC) retail motor vehicle financing book for $70.3
million. The acquisition date of the book was 31 May 2010, with settlement occurring on the 30 July 2010. The fair value of the
identifiable assets and liabilities acquired was determined to be $2.2 million above the purchase price, taking into account
comparative market interest rates and an allowance for impairment. The gain arising from the purchase of the GMAC book was
included in other income for the year ended 30 June 2010.

In the Statement of Cash flows, the purchase of GMAC's retail motor vehicle financing book is reflected in the net increase in
finance receivables, purchase of operating lease vehicles, and other income received for the year ended 30 June 2011.

COMPANY

Included in Directors' fees are Directors' fees the Company has paid on behalf of Heartland Building Society Directors fees for

Audit related fees include professional fees in connection with trustee reporting, due diligence, review of prospectus
documentation for various Group entities, ad hoc accounting advice and review work completed.

9 Income tax expense
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Current income tax expense / (benefit)
Current period 1,882 3,396 (254) -  

Deferred tax expense / (benefit)
Origination and reversal of temporary differences 2,278 2,691 -  -  
Tax effect of change in tax rate * 298 (95) -  -  
Total income tax expense / (benefit) 4,458 5,992 (254) -  

Reconciliation of effective tax rate
Profit before income tax 11,601 20,291 20 -  

Prima facie tax at 30% 3,480 6,087 6 -  
Plus / (less) tax effect of items not taxable / deductible 680 -  (260) -  
Tax effect of change in tax rate * 298 (95) -  -  
Total income tax expense / (benefit) 4,458 5,992 (254) -  

10 Imputation credit account
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 

Balance at beginning of period 33,515 30,715 -  -  
Imputation credits forfeited on shareholding change (33,507) -  -  -  
Tax paid net of refunds (8) 2,800 -  -  
Balance at end of period -  33,515 -  -  

* In May 2010, legislation was passed to reduce the New Zealand corporate tax rate from 30% to 28%, effective for the 2012
income tax year. The tax effect shown above is the impact on the value of deferred tax assets and liabilities as a result of the
reduction in the corporate tax rate for the financial year commencing 1 July 2011.

Included in Directors fees are Directors fees the Company has paid on behalf of Heartland Building Society. Directors fees for
the Group were paid for by the previous ultimate parent, Pyne Gould Corporation up until 7 January 2011.

GROUP COMPANY

COMPANYGROUP
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11 Earnings per share

12
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 

Profit for the period 7,143 14,299 274 -  

Add / (less) non-cash items:
Depreciation and amortisation expense 1,482 968 -  -  
Impaired asset expense 13,298 23,765 -  -  
Deferred tax 2,897 (2,691) -  -  
Derivatives, capitalised interest and accruals (2,748) (3,141) -  -  
Total non-cash items 14,929 18,901 -  -  

Add / (less) movements in working capital items:
Operating lease vehicles 10,168 (6,686) -  -  
Finance receivables (19,417) 69,291 -  -  
Other assets (10,186) 1,358 (32) -  
Current tax 1,479 1,474 (254) -  
Other liabilities (2,009) 1,102 165 -  
Total movements in working capital items (19,965) 66,539 (121) -  

Add / (less) items classified as investing activities:
Gain on sale of assets and investments (75)

COMPANY

The earnings per share calculated based on the closing number of shares (refer Note 28 - Share capital) rather than the
weighted average number of shares, results in basic and diluted earnings per share of 2c at 30 June 2011.

The calculation of basic and diluted earnings of 5c per share at 30 June 2011 is based on the profit for the year of $7,143,000,
and a weighted average number of shares on issue of 144,201,000.

Reconciliation of profit after tax to net cash flows from
operating activities

GROUP

Gain on sale of assets and investments - (75) -  -  
Total items classified as investing activities -  (75) -  -  

Net cash flows from operating activities 2,107 99,664 153 -  

13 Significant subsidiaries and interests in jointly controlled entities
30 Jun 11 30 Jun 10 

Significant subsidiaries Nature of business % held % held

Heartland Building Society Financial services 100% 0%
and its subsidiaries:
MARAC Finance Limited Financial services 100% 0%
VPS Parnell Limited Investment property holding company 100% 0%
VPS Properties Limited Investment property holding company 100% 0%

Heartland Financial Services Limited Holding company 100% 0%
and its jointly controlled entity:
MARAC JV Holdings Limited Holding company 50% 0%

and its subsidiary:
MARAC Insurance Limited Insurance services 50% 0%

14 Cash and cash equivalents
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 

Cash and cash equivalents 251,357 82,798 153 -  
Cash and cash equivalents - securitised 15,830 3,608 -  -  
Total cash and cash equivalents 267,187 86,406 153 -  

Cash and cash equivalents are short term funds held with New Zealand registered international banks.

COMPANY

On 16 March 2011, VPS Parnell Limited (VPS Parnell) and VPS Properties Limited (VPS Properties) were incorporated. The
Society holds 100 shares in VPS Parnell and 100 shares in VPS Properties.

On 2 June 2011, Combined Building Society changed its name to Heartland Building Society. On 3 June 2011, Combined
Operations Limited changed its name to Heartland Financial Services Limited.

GROUP
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15 Investments
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Public securities and corporate bonds 16,833 -  -  -  
Local authority stock 998 -  -  -  
Total investments 17,831 -  -  -  

16 Investment properties

Opening balance -  -  -  -  
Acquisitions 34,499 -  -  -  
Closing balance 34,499 -  -  -  

17 Finance receivables
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Non-securitised
Gross finance receivables 1,535,183 970,558 -  -  
Less allowance for impairment 37,565 29,230 -  -  
Total non-securitised finance receivables 1,497,618 941,328 -  -  

Securitised

GROUP COMPANY

From 31 December 2010, the Group began acquiring investment properties as a result of enforcement of security over finance
receivables. The carrying amount of investment properties at year end is the fair value based on independent valuations and
other similar external evidence, adjusted where necessary to take into account market movements since the date of valuation.
These properties were previously covered by the RECL management agreement, and continue to remain covered by the
agreement.  Refer to Note 30 - Related party transactions for further detail.

COMPANYGROUP

No material income or expenses are recognised in these financial statements relating to the properties.

Gross finance receivables 210,425 161,971 -  -  
Less allowance for impairment 732 1,118 -  -  
Total securitised finance receivables 209,693 160,853 -  -  

Total finance receivables 1,707,311 1,102,181 -  -  

18 Operating lease vehicles
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Cost
Opening balance 60,264 57,383 -  -  
Additions 11,910 26,305 -  -  
Disposals (24,944) (23,424) -  -  
Closing balance 47,230 60,264 -  -  

Accumulated depreciation
Opening balance 17,369 21,174 -  -  
Depreciation charge for the period 10,490 9,314 -  -  
Disposals (13,356) (13,119) -  -  
Closing balance 14,503 17,369 -  -  

Opening net book value 42,895 36,209 -  -  
Closing net book value 32,727 42,895 -  -  

19 Investment in subsidiaries

The Company holds an investment in Heartland Building Society of $283,843,000 and an investment in Heartland Financial
Services Limited of $2,500,000, refer to Note 1 - Reporting entity and Note 28 - Share capital.

GROUP COMPANY

Refer to Note 7 - Other income and Note 37 - Business Combination for information about the acquisition of finance
receivables.

Additions for the year ended 30 June 2010 includes $6.3 million for the lease book purchased from GMAC, refer Note 7 for
more information.

Heartland New Zealand Limited 18
7.0 NOTES TO THE FINANCIAL STATEMENTS 35

Annual Report



NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

20 Other assets
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

NOTE $000 $000 $000 $000 

Derivative financial assets 27 3,048 5,013 -  -  
Trade receivables 3,260 2,007 11 -  
Current tax -  -  254 -  
Prepayments 13,121 3,369 21 -  
Property, plant and equipment 23 10,079 520 -  -  
Deferred tax asset 24 4,703 7,600 -  -  
Total other assets 34,211 18,509 286 -  

21 Investment in joint venture

Carrying amount at beginning of year -  -  -  -  
Investment in joint venture 2,500 -  -  -  
Equity accounted earnings of joint venture 82 -  -  -  
Carrying amount at end of year 2,582 -  -  -  

Total assets of joint venture 5,934 -  -  -  
Total liabilities of joint venture 3,538 -  -  -  
Total income of joint venture 882 -  -  -  
Total net profit after tax of joint venture 348 -  -  -  

GROUP

Since 7 January 2011, the Group has equity accounted its investment in MJV to recognise a 50% share of the consolidated
MJV profits or losses and reserve movements. MJV earnings prior to 7 January 2011 are attributable to the previous ultimate

t P G ld C ti (PGC)

On 7 January 2011 Heartland Financial Services Limited (HFSL), a wholly owned subsidiary of the Company, acquired 50% of
MJV for $2.5 million.  MJV is jointly owned by HFSL and the New Zealand Automobile Association Limited.

COMPANY

22 Intangible assets
Computer Goodwill / Computer Goodwill /
Software Trademark Total Software Trademark Total

$000 $000 $000 $000 $000 $000 

Cost
Opening balance 1 July 2009 3,036 -  3,036 -  -  -
Additions 686 -  686 -  -  -
Closing balance 30 June 2010 3,722 -  3,722 -  -  -  

Opening balance 1 July 2010 3,722 -  3,722 -  -  -  
Additions 1,337 46 1,383 -  -  -
Acquired on amalgamation 1,083 20,141 21,224 -  -  -
Closing balance 30 June 2011 6,142 20,187 26,329 -  -  -  

Accumulated amortisation
Opening balance 1 July 2009 2,253 -  2,253 -  -  -
Amortisation charge for the period 568 -  568 -  -  -
Closing balance 30 June 2010 2,821 -  2,821 -  -  -  

Opening balance 1 July 2010 2,821 -  2,821 -  -  -
Amortisation charge for the period 978 -  978 -  -  -
Acquired on amalgamation 928 -  928 -  -  -
Closing balance 30 June 2011 4,727 -  4,727 -  -  -  

Opening net book value 901 -  901 -  -  -  
Closing net book value 1,415 20,187 21,602 -  -  -  

GROUP

On 5 January 2011, 100% of each of SCBS and CBS amalgamated to form the Society, refer to Note 37 - Business
Combination.  As part of this amalgamation $20.1 million of goodwill was recognised.

parent, Pyne Gould Corporation (PGC).

COMPANY

Goodwill of $20.1 million has not been allocated to individual cash generating units, as the future economic benefit is
attributable to all business units.  Heartland’s management and board continue to monitor goodwill at a total level.
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23 Property, plant and equipment
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Cost
Opening balance 4,284 4,115 -  -  
Additions 448 209 -  -  
Acquired on amalgamation 10,470 -  -  -  
Disposals (11) (40) -  -  
Closing balance 15,191 4,284 -  -  

Accumulated depreciation
Opening balance 3,764 3,381 -  -  
Depreciation charge for the period 504 400 -  -  
Acquired on amalgamation 855 -  -  -  
Disposals (11) (17) -  -  
Closing balance 5,112 3,764 -  -  

Opening net book value 520 734 -  -  
Closing net book value 10,079 520 -  -  

24 Deferred tax

Property, plant and equipment 67 58 -  -  
Employee entitlements 584 250 -  -  
Finance receivables 4,984 8,771 -  -  
Trade and other payables 145 -  -  -  
Derivatives held for risk management 527 812 -  -  
Tax assets 6,307 9,891 -  -  

Intangible assets 67 50 -  -  

GROUP COMPANY

Operating lease vehicles 1,537 2,241 -  -  
Tax liabilities 1,604 2,291 -  -  

Net tax assets 4,703 7,600 -  -  

25 Borrowings
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Bank borrowings sourced from New Zealand -  5,000 -  -  
Deposits sourced from New Zealand 1,556,612 -  -  -  
Debenture stock sourced from New Zealand -  796,435 -  -  
Deposits sourced from overseas 36,635 -  -  -  
Debenture stock sourced from overseas -  32,946 -  -  
Securitised borrowings sourced from New Zealand 194,277 149,298 -  -  
Total borrowings 1,787,524 983,679 -  -  

The Group has securitisation facilities in relation to the Trusts totalling $275.0 million.

The Group has bank facilities totalling $475.0 million (June 2010: $350.3 million). Historically there has not been a significant
concentration of deposits from any region.  Following the merger 37% of deposits are from the Canterbury region.

COMPANY

Bank borrowings and deposits (which include NZDX bonds) rank equally and are unsecured. Deposits are issued in terms of a
Master Trust Deed, Supplemental Trust Deed (Accounts) and Supplemental Trust Deed (Bonds) each dated 29 October 2010
and a Supplemental Trust Deed dated 14 December 2010 (collectively the Trust Deeds), all with Trustee Executors Limited as
trustee in respect of deposits.

Investors in MARAC ABCP Trust 1 rank equally with each other and are secured over the securitised assets of that Trust.
Investors in the CBS Warehouse A Trust Securitisation rank equally with each other and are secured over the securitised
assets of that Trust.

The corporate tax rate changed from 30% to 28% effective 1 July 2011. The tax effect on the temporary differences reported
above, that will not reverse prior to this change in tax rate, is a decrease in the Group's deferred tax asset of $336,000 (June
2010: $95,000).

GROUP

All deferred tax movements are included in profit or loss except for those in respect of the available for sale and hedging
reserves which are recognised directly in equity.
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26 Trade and other payables
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

NOTE $000 $000 $000 $000 

Derivative financial liabilities 27 2,444 1,484 -  -  
Current tax 1,956 5,218 -  -  
Trade payables 13,173 82,804 165 -  
GST payable 13,780 9,937 -  -  
Due to related parties 30 104 3,354 -  -  
Employee benefits 2,563 1,612 -  -  
Total trade and other payables 34,020 104,409 165 -  

27 Derivative financial instruments
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 
Qualifying fair value hedges - non-securitised 3,048 5,013 -  -  
Total derivative financial assets 3,048 5,013 -  -  

Qualifying fair value hedges - non-securitised 979 -  -  -  
Qualifying fair value hedges - securitised 148 -  -  -  
Qualifying cash flow hedges - securitised 1,317 1,484 -  -  
Total derivative financial liabilities 2,444 1,484 -  -  

COMPANY

GROUP

As at 30 June 2010, the Group's trade payables includes $70.3m for the final settlement of the purchase of GMAC's retail
motor vehicle financing book, refer Note 7 for more information.

GROUP

The Group uses interest rate swaps to hedge the interest rate risk arising from its commercial paper issuance and its current
and future floating rate bank debt and designates those swaps as qualifying cash flow hedges. The Group uses interest rate

Derivatives consist of interest rate swaps held to manage the Group's exposure to interest rate repricing risk on its interest
bearing assets and liabilities. 

COMPANY

28 Share capital

30 Jun 11 30 Jun 10 

000 000
Issued shares
Opening balance - -
Shares issued during the period 300,000 -  
Closing balance 300,000 -  

On 5 January 2011:




On 7 January 2011:




On 30 May 2011, the Company's ultimate parent, PGC distributed directly to PGC shareholders its 72.21% stake in the
Company.

COMPANY

Securitised derivatives are held in the name of the Trusts to hedge the interest rate risk arising in the Trusts.

The Company issued 44,241,396 fully paid ordinary shares to former SCBS shareholders in exchange for all of the assets and
engagements of SCBS.

g g p q y g g p
swaps to hedge the interest rate risk arising from fixed rate debenture stock, deposits and fixed rate mortgage loans and
designates these swaps as qualifying fair value hedges.  

The share capital reflected in the following note represents the share capital of the Company. This differs from the share
capital reflected in the Group Statement of Financial Position as a result of the reverse acquisition accounting applied, refer
Note 1 - Reporting Entity.

The Company issued further shares to MFSL so that its total shares after that issue were 216,630,283 fully paid ordinary
shares.

Number of shares

MARAC Financial Services Limited (MFSL) exchanged its shareholding in MARAC and its investment in MARAC JV Holdings
Limited for shares in the Company.

The shares have equal voting rights, rights to dividends and distributions and do not have a par value.

The Company issued 39,128,321 fully paid ordinary shares to former CBS shareholders in exchange for all of the assets and
engagements of CBS.
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29 Special purpose entities

MARAC PIE Fund and MARAC Retirement Bonds Superannuation Fund

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
$000 $000 $000 $000 

MARAC Retirement Bonds Superannuation Fund -  5,922 -  -  
MARAC PIE Fund 6,517 8,763 -  -  

MARAC ABCP Trust 1 and CBS Warehouse A Trust Securitisation

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
$000 $000 $000 $000 

Bank balance - Securitised 15,830 3,608 -  -  
Finance receivables - Securitised 209,693 160,853 -  -  
Borrowings - Securitised (194,277) (149,298) -  -  

Southern Cross Building Society Charitable Trust and CBS Canterbury Charitable Trust (Charitable Trusts)

COMPANYGROUP

GROUP

Investments by these funds are represented in debenture stock borrowings as follows:

COMPANY

The Group controls the operations of MARAC PIE Fund, a portfolio investment fund that invests in the Group's deposits. The
Group controlled the operations of MARAC Retirement Bonds Superannuation Fund, a superannuation scheme that invested
in the Group's debenture stock. The Group wound up the Retirement Bonds Superannuation Fund with effect from 31 October
2010.

The Group has securitised a pool of receivables comprising residential, commercial, motor vehicle and marine loans to the
Trusts. The Group substantially retains the credit risks and rewards associated with the securitised assets, and continues to
recognise these assets and associated borrowings on the Statement of Financial Position. Despite this presentation in the
financial statements, the loans sold to the Trusts are set aside for the benefit of investors in the Trusts.

Deposits - legal / non beneficial basis 746 -  -  -  

30 Related party transactions

(a) Transactions with related parties

Sale of non-performing loans

RECL Management agreement

The loans were transferred from MARAC at book value. In October 2009 the transfer was completed with MFSL paying $125
million in cash, and issuing a loan note of $50 million for the balance. As at 30 June 2010 the balance of the loan note was
$42.6 million excluding accrued interest. During the year ended 30 June 2011 the loan note was settled, with MARAC
receiving $39.8 million in cash and the remaining $3.9 million in tax losses (2010: $7.4 million tax losses). PGC guaranteed
the obligations of MFSL under the loan note.  Interest was accrued on the loan note on an arms length basis. 

On 5 January 2011, the Group entered into a management agreement with RECL. Under this arrangement, RECL will
manage the remaining non-core real estate loans (not previously sold in September 2009) of MARAC for a 5 year period, and
assume the risk of loss on those loans for that period. Any payment by RECL to MARAC in respect of that loss is due at the
end of the 5 year period (with some limited right on the part of MARAC to earlier payment).  

As a consequence of the loan transfer, MARAC entered an Underwrite Agreement under which PGC undertook to underwrite
credit losses on certain impaired property loans.  The Underwrite Agreement was terminated on 5 January 2011.

The directors of the Company are trustees of the Charitable Trusts, therefore the results of the Charitable Trusts have been
included in the Group. Included in the Group's trade and other payables balance is:

In September 2009 MARAC entered into a sale and purchase agreement to transfer and assign legal and beneficial title to
$175 million of non performing loans to its parent company MFSL. The loans were subsequently transferred to Real Estate
Credit Limited (RECL), a wholly owned subsidiary of PGC.

The Company holds all shares in the Society, HFSL and MARAC, refer Note 13 - Significant subsidiaries and interests in jointly
controlled entities.

For the year ended 30 June 2010, the immediate parent of MARAC was MFSL. MFSL's parent is PGC. On 30 May 2011,
PGC distributed directly to PGC shareholders its 72.21% stake in the Company. As a result, at 30 June 2011 PGC is no longer
a related party of the Group.

Heartland New Zealand Limited 227.0 NOTES TO THE FINANCIAL STATEMENTS 39

Annual Report



NOTES TO THE FINANCIAL STATEMENTS
For the year ended 30 June 2011

30 Related party transactions (continued)
(a) Transactions with related parties (continued)

RECL Management agreement (continued)

As at 30 June 2011, RECL is no longer a related party of the Group.

Other related party transactions
The Group paid PGC a management fee for financial and administrative assistance, computer services and leased premises
received during the year. This management fee included compensation paid to certain members of the Group's key
management personnel, previously employed by PGC.

MARAC provided administration services to RECL, MARAC Insurance Limited, MARAC PIE Fund and MARAC Retirement

The payment obligations of RECL 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 (issued by Westpac New Zealand Limited which is rated AA by Standard &
Poor's (Australia) Pty Limited), and a minimum $22 million in security value of other assets (initially real estate or real estate
loans). PGC will be obliged to top up the security pool to the extent there is a shortfall in the $22 million in security value of
other assets.

From 31 December 2010, the Group began acquiring investment properties as a result of enforcement of security over finance
receivables. These properties were previously covered by the RECL management agreement, and continue to remain covered
by the agreement.

The benefit of this management agreement is included in the determination of the charge and the analysis of risk gradings and
the classification of individually impaired assets as at 30 June 2011. Whilst the nominal loss is covered by the management
agreement, the agreement does not cover the loss arising from the time value of money and therefore a provision is included
in the Group's financial statements.

The Group paid RECL an upfront fee of $11 million (which will be amortised over the 5 year period of the arrangement), and
will pay an ongoing management fee of $200,000 per annum for the 5 year period.

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
$000 $000 $000 $000 

Material related party transactions

MFSL
Interest income 2,976 4,406 -  -  

Due from MFSL -  43,664 -  -  
Due to MFSL -  1 -  -  

PGC 
Selling and administration expenses (2,494) (1,415) -  -  

Other related parties
Lending and credit fee income 481 524 -  -  
Other income 207 75 -  -  
Interest expense (130) (180) -  -  
Selling and administration expenses (1,000) -  -  -  
Total transactions with other related parties (442) 419 -  -  

Due to other related parties 104 3,353 -  

Total due from related entities -  43,664 -  -  
Total due to related entities 104 3,354 -  -  

GROUP

MARAC provided administration services to RECL, MARAC Insurance Limited, MARAC PIE Fund and MARAC Retirement
Bonds Superannuation Fund and received insurance commission from MARAC Insurance Limited.

COMPANY

Included within finance receivables at 30 June 2010 was a $633,000 loan to PGG Wrightson Seeds Limited. As at 30 June
2011, PGG Wrightson Seeds Limited is no longer a related party of the Group.

All transactions were conducted on normal commercial terms and conditions.

During the period MARAC Securities Limited, MARAC Insurance Limited and some key management personnel invested in
MARAC's debenture stock and the Society's deposits. The investments of MARAC PIE Fund and MARAC Retirement Bonds
Superannuation Fund are detailed in Note 29.  Key management personnel investments are detailed in Note 30(b).
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30 Related party transactions (continued)

(b) Transactions with key management personnel

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
$000 $000 $000 $000 

Debenture/deposit investments by key management personnel:
Maximum balance 409           5,096        -             -
Closing balance 385           721           -             -

Loans to key management personnel:
Closing balance 304           -            -             -

Key management personnel interest expense and compensation is as follows:
Interest expense 20             73 -             -
Short-term employee benefits 2,353        1,184        322            -
Share-based payments 287           118           -             -
Total 2,660        1,375        322            -

31 Fair value

Finance receivables

Key management personnel, being directors of the Company and those staff reporting directly to the Chief Executive Officer
and their immediate relatives, have transacted with the Group during the period as follows:

The following methods and assumptions were used to estimate the fair value of each class of financial asset and liability.

Key management personnel interest expense and compensation presented above excludes amounts paid by SCBS and CBS
prior to 7 January 2011 and excludes amounts in respect of former PGC employees paid by PGC which are included in the
management fee.

COMPANYGROUP

The fair 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.

Investments

Other financial assets and liabilities

Derivative items

Borrowings

Carrying 
Value

Fair     
Value

Carrying 
Value

Fair     
Value

$000 $000 $000 $000 
GROUP
Cash and cash equivalents 267,187 267,187 86,406 86,406
Finance receivables 1,497,618 1,511,777 941,328 951,401
Finance receivables - securitised 209,693 215,743 160,853 166,696
Derivative financial assets 3,048 3,048 5,013 5,013
Investments 17,831 17,831 -  -  
Other financial assets 3,260 3,260 45,671 45,671
Total financial assets 1,998,637 2,018,846 1,239,271 1,255,187

Borrowings 1,593,247 1,598,815 834,381 854,292
Borrowings - securitised 194,277 194,277 149,298 149,298
Derivative financial liabilities 2,444 2,444 1,484 1,484
Other financial liabilities 15,840 15,840 87,770 87,770
Total financial liabilities 1,805,808 1,811,376 1,072,933 1,092,844

    30 Jun 10 

The fair value of all other financial assets and liabilities is considered equivalent to their carrying value due to their short term
nature.

   30 Jun 11 

The current market rate used to fair value finance receivables with a fixed interest rate is 9.51% (June 2010: 11.29%). Finance
receivables with a floating interest rate are deemed to be at current market rates. The current amount of credit provisioning has
been deducted from the fair value calculation of finance receivables as a proxy for future losses. Prepayment rates have not
been factored into the fair value calculation as they are not deemed to be material.

The fair value of interest rate contracts is modelled using observable market inputs (Level 2 under the fair value hierarchy).

Investments in public securities and corporate bonds are classified as being available for sale and are stated at fair value less
impairment, with the fair value being based on quoted market prices.  (Level 1 under the fair value hierarchy).

The fair value of debenture stock, deposits, bank borrowings and other borrowings is based on the current market interest
rates payable by the Group for debt of similar maturities.
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31 Fair value (continued)
Carrying 

Value
Fair     

Value
$000 $000 

COMPANY
Cash and cash equivalents 153 153
Other financial assets 11 11
Total financial assets 164 164

Other financial liabilities 165 165
Total financial liabilities 165 165

32 Risk management policies

33 Credit risk exposure

Credit risk management framework

The Group is committed to the management of risk. The primary risk categories are credit, liquidity, interest rate and
operational. The Group's risk management strategy is set by the directors. The Group has put in place management structures
and information systems to manage risks incorporated in the Group's Risk Management Programme (RMP). The Group has
separated monitoring tasks where feasible and subjects all risk processes to internal audit and accounting systems to regular
internal and external audits.

To manage this risk the Risk Committee, which is a committee of the Board of Directors (Board), has been delegated the task
of overseeing a formal credit risk management strategy. The Risk Committee reviews the Group's credit risk exposures and
has wide ranging credit policies to manage all aspects of credit risk.

    30 Jun 11 

Credit risk 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. Credit risk carries the greatest risk of resulting in a material adjustment to the carrying
amounts of the Group's assets within the next financial period.

Reviewing and assessing credit risk
The credit risk management strategies ensure that:

 - Credit origination meets agreed levels of credit quality at point of approval.
 - Sector and geographical risks are actively managed.
 - Industry and product concentrations are actively monitored.
 - Maximum total exposure to any one debtor is actively managed.
 - Changes to credit risk are actively monitored with regular credit reviews.

Lending standards and processes

Collateral requirements
Although the Group relies primarily on the integrity of borrowers and their ability to make contracted 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.

has wide ranging credit policies to manage all aspects of credit risk.

The Group has adopted a detailed 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 guides credit
assessment, credit risk grading, documentation standards, legal procedures and compliance with regulatory and statutory
requirements.

Because of the wide nature of the collateral held against loans it is impracticable to provide an accurate estimate of their fair
value.

The Risk Committee has authority from the Board for approval of all credit exposures. Lending authority has been individually
provided to the Chief Risk Officer, for delegation through the business units under a detailed Delegated Lending Authority
framework. Application of credit discretions in the business operation are monitored through a defined review and hindsight
structure. Delegated Lending Authorities are provided to individual officers with due cognisance of their experience and ability.
Larger and higher risk exposures require approval of senior management, ultimately through to the Chief Risk Officer or the
Risk Committee of the Board.
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33 Credit risk exposure (continued)

Credit risk rating

(a) Credit impairment provisioning

Collective provisioning

The Group's receivables are monitored either by account behaviour or a regular assessment of their credit risk rating based on
an objective review of defined risk characteristics.  The portfolio risk is regularly refreshed based on current information.

Exposures to credit risk are graded by an internal risk rating mechanism. Grade 1 is the strongest risk grade for undoubted
risk. Grade 7 represents the highest risk grade where a loss is probable. Grades 2 to 6 represent ascending steps in
management's assessment of risk of exposures.  The Group typically finances new loans in risk grades 2 and 3.

Relationship loans relate to transactions where an ongoing and detailed working relationship with the customer has been
developed. To manage relationship loans the Group maintains a comprehensive knowledge of the customer's business and
performance. Relationship loans are individually risk rated based on loan status, financial information, security and debt
servicing ability.  Relationship loans in grade 7 are individually assessed for impairment.

The Group classifies finance receivables as Transactional or Relationship. Transactional loans usually relate to financing the
acquisition of a single asset. These loans are typically introduced by vendors of the asset financed and are smaller in value
than Relationship loans.  Transactional loans are risk graded based on arrears status.

Relationship loans in grades 4 to 6 and Transactional loans in grades 4 to 7 attract a collective provision. These provisions
are made against an individual loan. Collective provisions are also maintained where considered appropriate against a class
of loan or those with common risk characteristics. 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 rating will be the consequence.

Credit impairment provisions are made where events have occurred leading to an expectation of reduced future cash flows
from certain receivables. These provisions are made in some cases against an individual loan and in other cases on a
collective basis.

Individual provisioning
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 “potential loss”, an
individual assessment is made of an appropriate provision for credit impairment. 

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.

In accordance with International Financial Reporting Standards, no provision is applied to loans that are newly written and
loans that remain within their contractual terms, except where the Group becomes aware of an event that might alter its view of
the risk of a particular deal or group of deals.

Collective provisions are assessed with reference to risk profile groupings and historical loss data. Other judgemental factors
including economic and credit cycle considerations are also taken into account in determining appropriate loss propensities to
be applied. The future credit quality of these portfolios is subject to uncertainties that could cause actual credit losses to differ
materially from reported loan impairment provisions. These uncertainties include the wider economic environment, interest
rates and their effect on customer spending, unemployment levels, payment behaviour and bankruptcy rates.

Credit impairments are recognised as the difference between the carrying 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 original
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 reliability 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 available or
as work-out strategies evolve, resulting in revisions to the impairment provision as individual decisions are taken. Changes in
judgement could have a material impact on the financial statements.

Individual provisioning in regards to property development lending creates the greatest amount of risk resulting in the
possibility of a material 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 current 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 timing and amount of future cash flows.
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33 Credit risk exposure (continued)
(a) Credit impairment provisioning (continued)

Bad debts

Verification

(i) Provision for impaired assets
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000 
GROUP

Provision for individually impaired assets
Opening individual impairment 17,465 7,179 366 305 17,831 7,484
Impairment loss for the period
- charge for the period 20,223 15,426 93 118 20,316 15,544
- recoveries 117 -  -  -  117 -  
- write offs (19,844) (3,857) (451) (57) (20,295) (3,914)
- assumed on amalgamation 10,049 -  -  -  10,049 -  
- effect of discounting (1,861) (1,283) -  -  (1,861) (1,283)
Closing individual impairment 26,149 17,465 8 366 26,157 17,831

Provision for collectively impaired assets
Opening collective impairment 11 765 4 653 752 919 12 517 5 572

TotalSecuritisedNon-securitised

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 to profit or loss.

In addition to regular internal audit activity in regards to credit standards, the Group employs a comprehensive process of
hindsighting 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 maximum exposure to credit risk. The Company balances
are not material and therefore are not separately presented in any of the following risk analysis tables.

Opening collective impairment 11,765 4,653 752 919 12,517 5,572
Impairment loss for the period
- charge for the period (7,548) 7,609 530 612 (7,018) 8,221
- recoveries 264 290 36 54 300 344
- assumed on acquisition of book -  2,250 -  -  -  2,250
- assumed on amalgamation 12,927 -  -  -  12,927 -  
- write offs (5,992) (3,037) (594) (833) (6,586) (3,870)
Closing collective impairment 11,416 11,765 724 752 12,140 12,517

Total provision for impairment 37,565 29,230 732 1,118 38,297 30,348

Property Consumer All other Total
& personal industries

(SME)
$000 $000 $000 $000 

GROUP - 30 Jun 11 

Provision for individually impaired assets
Opening individual impairment 8,712 7 9,112 17,831
Impairment loss for the period
- charge for the period 11,752 1,422 7,142 20,316
- recoveries 117 -  -  117
- write offs (11,404) -  (8,891) (20,295)
- assumed on amalgamation 10,049 -  -  10,049
- effect of discounting (609) -  (1,252) (1,861)
Closing individual impairment 18,617 1,429 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 period * (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) (1,355) (6,586)
Closing collective impairment 1,664 4,813 5,663 12,140

Total provision for impairment 20,281 6,242 11,774 38,297
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33 Credit risk exposure (continued) Property Consumer All other Total
(a) Credit impairment provisioning (continued) & personal industries
(i) Provision for impaired assets (SME)

$000 $000 $000 $000 
GROUP - 30 Jun 10 

Provision for individually impaired assets
Opening individual impairment 1,460 -  6,024 7,484
Impairment loss for the year
- charge for the year 8,752 7 6,785 15,544
- write offs (1,138) -  (2,776) (3,914)
- effect of discounting (362) -  (921) (1,283)
Closing individual impairment 8,712 7 9,112 17,831

Provision for collectively impaired assets
Opening collective impairment -  2,349 3,223 5,572
Impairment loss for the year
- charge for the year 4,532 1,686 2,003 8,221
- recoveries -  165 179 344
- assumed on amalgamation -  2,250 -  2,250
- write offs (69) (2,277) (1,524) (3,870)
Closing collective impairment 4,463 4,173 3,881 12,517

Total provision for impairment 13,175 4,180 12,993 30,348

* In determining the charge for the period, the RECL management agreement has been taken into consideration, refer to Note
30 - Related party transactions for more details. In assessing the requirements for provisions, the Group has identified loans
for which a loss is expected to be covered by the management agreement of $11.8 million as at 30 June 2011. Whilst the
nominal loss is covered by the management agreement, the agreement does not cover the loss arising from the time value of
money and therefore a provision of $2.5 million is included above. The agreement covers the MARAC non-core property loans

ith t b k l f $121 illi t 30 J 2011

(ii) Impaired asset expense
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000 
GROUP
Expense for individually impaired assets 20,223 15,426 93 118 20,316 15,544
Expense for collectively impaired assets (7,548) 7,609 530 612 (7,018) 8,221
Total impaired asset expense 12,675 23,035 623 730 13,298 23,765

(iii) Individually impaired assets

GROUP
Opening 42,102 22,778 545 687 42,647 23,465
Additions 49,434 33,048 51 224 49,485 33,272
Deletions (52,927) (13,724) (582) (366) (53,509) (14,090)
Assumed on amalgamation 29,914 -  -  -  29,914 -  
Closing gross individually impaired assets 68,523 42,102 14 545 68,537 42,647

Property Consumer All other Total
& personal industries

(SME)
$000 $000 $000 $000 

GROUP - 30 Jun 11 
Opening 25,106 15 17,526 42,647
Additions 40,705 -  8,780 49,485
Deletions (39,826) (15) (13,668) (53,509)
Assumed on amalgamation 29,914 -  -  29,914
Closing gross individually impaired assets 55,899 -  12,638 68,537

GROUP - 30 Jun 10 
Opening 6,059 -  17,406 23,465
Additions 22,042 15 11,215 33,272
Deletions (2,995) -  (11,095) (14,090)
Closing gross individually impaired assets 25,106 15 17,526 42,647

Securitised

with a net book value of $121 million as at 30 June 2011.

TotalNon-securitised
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33 Credit risk exposure (continued)
(a) Credit impairment provisioning (continued)

(iv) Restructured assets
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000 
GROUP - Restructured assets 3,818 3,234 -  -  3,818 3,234

Property Consumer All other Total
& personal industries

(SME)
$000 $000 $000 $000 

Restructured assets - 30 June 2011 569 2,725 524 3,818
Restructured assets - 30 June 2010 -  2,722 512 3,234

(v) Past due but not impaired
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000 
GROUP
Less than 30 days old 23,899 12,514 2,678 2,942 26,577 15,456
31 and less than 60 days old 27,763 31,552 1,614 1,326 29,377 32,878
61 but less than 90 days old 15,405 8,783 306 429 15,711 9,212
More than 90 days old 65,739 59,939 1,459 1,434 67,198 61,373
Total past due but not impaired 132,806 112,788 6,057 6,131 138,863 118,919

Property Consumer All other Total
& personal industries

(SME)
$000 $000 $000 $000

Non-securitised Total

Securitised Total

Securitised

Non-securitised

$ $ $ $
GROUP - 30 Jun 11 
Less than 30 days old 6,830 15,064 4,683 26,577
31 and less than 60 days old 19,482 2,763 7,132 29,377
61 but less than 90 days old 4,707 3,687 7,317 15,711
More than 90 days old 45,915 4,577 16,706 67,198
Total past due but not impaired 76,934 26,091 35,838 138,863

GROUP - 30 Jun 10 
Less than 30 days old 1,229 6,450 7,777 15,456
31 and less than 60 days old 15,690 2,566 14,622 32,878
61 but less than 90 days old 2,702 847 5,663 9,212
More than 90 days old 48,067 3,271 10,035 61,373
Total past due but not impaired 67,688 13,134 38,097 118,919

Less 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 impaired 5,435 10,608 3,057 19,100

(b) Concentrations of credit risk

(i) By individual counterparties
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

GROUP
Individual credit exposures over 10% (as a % of equity):
10% - 19% - cash and cash equivalents 2 1 -  -  2 1
20% - 29% - cash and cash equivalents 2 1 -  -  2 1

Short term funds held with New Zealand registered international banks.

Number of 
counterparties

Number of 
counterparties

Number of 
counterparties

Securitised Total

The table below details the past due but not impaired receivables acquired from SCBS and CBS as at 30 June 2011. These
balances are included in the Group table above, as at 30 June 2011.

Non-securitised
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33 Credit risk exposure (continued)
(b) Concentrations of credit risk (continued)

(ii) By industry
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000 
GROUP
Agricultural, forestry and fishing 186,010 88,483 2,926 4,815 188,936 93,298
Government and public authorities 16,739 19,434 400 1,496 17,139 20,930
Financial, investments and insurance 36,460 27,058 689 1,402 37,149 28,460
Construction 63,509 62,778 884 3,060 64,393 65,838
Transport and storage 72,975 85,295 1,744 3,259 74,719 88,554
Wholesale and retail trade 118,754 179,516 2,727 3,800 121,481 183,316
Hospitality and tourism 49,570 37,133 388 1,158 49,958 38,291
Manufacturing and printing 43,831 40,048 847 2,027 44,678 42,075
Property # 294,937 149,917 -  113 294,937 150,030
Consumer & personal 614,833 251,666 199,088 139,723 813,921 391,389
Total financial receivables 1,497,618 941,328 209,693 160,853 1,707,311 1,102,181

(iii) By geographic region
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000
GROUP
Auckland 449,556 359,143 72,161 64,273 521,717 423,416
Wellington 88,016 91,795 16,212 11,567 104,228 103,362
Rest of North Island 347 530 291 413 49 463 44 138 396 993 335 551

Non-securitised Securitised Total

SecuritisedNon-securitised Total

# As at 30 June 2011, included in the balance of the Group's property industry above, is $121 million of MARAC non-core
property loans which are covered by the RECL management agreement, refer Note 30 - Related party transactions. A further
$32 million of property development loans acquired by the Group from CBS and SCBS in the merger are also included in this
category, net of provisions.  The remaining $142 million is core property lending.

Rest of North Island 347,530 291,413 49,463 44,138 396,993 335,551
Canterbury 471,567 95,753 56,613 25,928 528,180 121,681
Rest of South Island 140,949 103,224 15,244 14,947 156,193 118,171
Total financial receivables 1,497,618 941,328 209,693 160,853 1,707,311 1,102,181

(c) Maximum exposure to credit risk by internal risk grading

30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
$000 $000 $000 $000 $000 $000 

GROUP
Grade 1 - Undoubted 43,385 78 111 36 43,496 114
Grade 2 - Strong 333,872 41,104 20,946 364 354,818 41,468
Grade 3 - Sound * 953,586 699,657 181,612 151,667 1,135,198 851,324
Grade 4 - Satisfactory 68,440 104,937 3,901 4,060 72,341 108,997
Grade 5 - Uncertain 37,466 51,107 2,248 2,638 39,714 53,745
Grade 6 - At risk 20,822 17,516 656 1,518 21,478 19,034
Grade 7 - Probable loss 40,047 26,929 219 570 40,266 27,499
Total maximum exposure to credit risk 1,497,618 941,328 209,693 160,853 1,707,311 1,102,181

* In determining the charge for the period, the RECL management agreement has been taken into consideration, refer to Note
30 - Related party transactions for more details. In the risk grading table above, $51 million of loans have been transferred
from risk grades 4 to 6, to risk grade 3 as they are covered by the RECL management agreement. In assessing the
requirements for provisions, the Group has identified loans for which a loss is expected to be covered by the management
agreement of $11.8 million as at 30 June 2011. Whilst the nominal loss is covered by the management agreement, the
agreement does not cover the loss arising from the time value of money and therefore a provision of $2.5 million is included
above. The agreement covers the MARAC non-core property loans with a book value of $121 million as at 30 June 2011.

TotalSecuritisedNon-securitised
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33 Credit risk exposure (continued)
(c) Maximum exposure to credit risk by internal risk grading

Property Consumer All other Total
& personal industries

(SME)
$000 $000 $000 $000 

GROUP - 30 Jun 11 
Grade 1 - Undoubted 20,495 9,918 13,083 43,496
Grade 2 - Strong 68,988 252,808 33,022 354,818
Grade 3 - Sound * 160,297 515,875 459,026 1,135,198
Grade 4 - Satisfactory 14,995 22,598 34,748 72,341
Grade 5 - Uncertain 4,690 5,778 29,246 39,714
Grade 6 - At risk 561 2,904 18,013 21,478
Grade 7 - Probable loss 24,911 4,040 11,315 40,266
Total maximum exposure to credit risk 294,937 813,921 598,453 1,707,311

GROUP - 30 Jun 10 
Grade 1 - Undoubted -  52 62 114
Grade 2 - Strong 25,200 892 15,376 41,468
Grade 3 - Sound 34,029 389,424 427,871 851,324
Grade 4 - Satisfactory 48,229 551 60,217 108,997
Grade 5 - Uncertain 17,268 384 36,093 53,745
Grade 6 - At risk 9,085 73 9,876 19,034
Grade 7 - Probable loss 16,219 13 11,267 27,499
Total maximum exposure to credit risk 150,030 391,389 560,762 1,102,181

Grade 1 - Undoubted 20,495 9,808 1,810 32,113

The table below details the net finance receivables by risk grade acquired from SCBS and CBS as at 30 June 2011. These
balances are included in the Group table above, as at 30 June 2011.

Grade 2 - Strong 48,691 247,800 26,888 323,379
Grade 3 - Sound 75,387 86,271 45,884 207,542
Grade 4 - Satisfactory 14,296 14,988 9,983 39,267
Grade 5 - Uncertain 4,484 101 4,926 9,511
Grade 6 - At risk 84 502 3,164 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
30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 

$000 $000 $000 $000 $000 $000 
GROUP
Undrawn facilities available to customers 74,099 70,495 49 -  74,148 70,495

4,262 18,499 -  -  4,262 18,499

34 Liquidity risk

The Group manages liquidity and funding risk by:
- weekly liquidity reporting and scenario analysis to 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 requirements.

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 liabilities. Responsibility for liquidity management is delegated
to the Asset and Liability Committee (ALCO), with the Risk Committee providing oversight.

Conditional commitments to fund at future dates

TotalNon-securitised Securitised
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34 Liquidity risk (continued)

Contractual liquidity profile of financial assets and liabilities

On 0-6 6-12 1-2 2-5 5+
Demand Months Months Years Years Years Total

$000 $000 $000 $000 $000 $000 $000 
GROUP - 30 Jun 11 
Financial assets
Cash and cash equivalents 77,773 189,679 -  -  -  -  267,452
Investments -  7,036 1,327 621 10,556 1,038 20,578
Finance receivables -  433,361 215,885 335,376 517,824 767,084 2,269,530
Finance receivables - securitised -  49,601 44,479 72,866 64,606 49,456 281,008
Derivative financial assets 3,048 -  -  -  -  -  3,048
Other financial assets -  3,260 -  -  -  -  3,260
Total financial assets 80,821 682,937 261,691 408,863 592,986 817,578 2,844,876

Financial liabilities
Borrowings 166,262 948,688 319,267 79,118 135,550 1,990 1,650,875
Borrowings - securitised -  3,632 174,847 682 20,056 -  199,217
Derivative financial liabilities 2,444 -  -  -  -  -  2,444
Other financial liabilities - 15 841 - - - - 15 841

In the following tables, total financial assets do not include unrecognised loan commitments and total financial liabilities do not
include undrawn committed bank facilities.

The following tables show the cash flows on the Group's financial liabilities and unrecognised loan commitments on the basis
of their earliest possible contractual maturity.

The tables include estimates as to the average interest rate applicable for each asset or liability class during the contractual
term.

Other financial liabilities - 15,841 - - - - 15,841
Total financial liabilities 168,706 968,161 494,114 79,800 155,606 1,990 1,868,377

Net financial assets (87,885) (285,224) (232,423) 329,063 437,380 815,588 976,499

Unrecognised loan commitments 74,148 -  -  -  -  -  74,148
Undrawn committed bank facilities 280,000 -  -  -  -  -  280,000

GROUP - 30 Jun 10 
Financial assets
Cash and cash equivalents 67,822 18,584 -  -  -  -  86,406
Finance receivables -  353,889 185,061 256,124 327,552 223 1,122,849
Finance receivables - securitised -  47,104 40,001 58,225 47,011 -  192,341
Derivative financial assets 5,013 -  -  -  -  -  5,013
Other financial assets -  15,671 30,000 -  -  -  45,671
Total financial assets 72,835 435,248 255,062 314,349 374,563 223 1,452,280

Financial liabilities
Borrowings 62,899 337,640 206,076 152,395 143,151 -  902,161
Borrowings - securitised -  3,120 149,628 -  -  -  152,748
Derivative financial liabilities 1,484 -  -  -  -  -  1,484
Other financial liabilities 1,342 86,428 -  -  -  -  87,770
Total financial liabilities 65,725 427,188 355,704 152,395 143,151 -  1,144,163

Net financial assets 7,110 8,060 (100,642) 161,954 231,412 223 308,117

Unrecognised loan commitments 70,495 -  -  -  -  -  70,495
Undrawn committed bank facilities 195,250 -  -  -  -  -  195,250

The undrawn committed bank facilities totalling $280.0 million are available to be drawn down on demand. To the extent
drawn, $25.0 million is contractually repayable in 6-12 months time, $155.0 million is contractually repayable in 1-2 years time
and $100.0 million is contractually repayable in 2-5 years time upon facility expiry.

The undrawn committed bank facilities totalling $195.3 million are available to be drawn down on demand. To the extent
drawn, $195.3 million is contractually repayable in 6-12 months time upon facility expiry.
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34 Liquidity risk (continued)

Expected maturity profile of financial assets and liabilities

On 0-6 6-12 1-2 2-5 5+
Demand Months Months Years Years Years Total

$000 $000 $000 $000 $000 $000 $000 
GROUP - 30 Jun 11 
Financial assets
Cash and cash equivalents 77,773 189,679 -  -  -  -  267,452
Investments -  7,036 1,327 621 10,556 1,038 20,578
Finance receivables -  396,687 303,218 383,950 716,916 -  1,800,771
Finance receivables - securitised -  62,667 49,735 69,475 70,192 -  252,069
Derivative financial asset 3,048 -  -  -  -  -  3,048
Other financial assets -  3,260 -  -  -  -  3,260
Total financial assets 80,821 659,329 354,280 454,046 797,664 1,038 2,347,178

Financial liabilities
Borrowings -  267,635 195,399 307,165 505,886 515,471 1,791,556
Borrowings - securitised -  3,632 174,847 682 20,056 -  199,217
Derivative financial liabilities 2,444 -  -  -  -  -  2,444
Other financial liabilities -  15,841 -  -  -  -  15,841
Total financial liabilities 2,444 287,108 370,246 307,847 525,942 515,471 2,009,058

Net financial assets 78,377 372,221 (15,966) 146,199 271,722 (514,433) 338,120

Unrecognised loan commitments 74,148 -  -  -  -  -  74,148
Undrawn committed bank facilities 280,000 -  -  -  -  -  280,000

On 0-6 6-12 1-2 2-5 5+
Demand Months Months Years Years Years Total

$000 $000 $000 $000 $000 $000 $000 
GROUP - 30 Jun 10 
Financial assets
Cash and cash equivalents 67,822 18,584 -  -  -  -  86,406
Finance receivables -  320,448 246,655 310,265 262,075 -  1,139,443
Finance receivables - securitised -  47,104 40,001 58,225 47,011 -  192,341
Derivative financial assets 5,013 -  -  -  -  -  5,013
Other financial assets -  15,671 30,000 -  -  -  45,671
Total financial assets 72,835 401,807 316,656 368,490 309,086 -  1,468,874

Financial liabilities
Borrowings 25,160 264,809 145,749 254,617 220,261 641 911,237
Borrowings - securitised -  3,120 149,628 -  -  -  152,748
Derivative financial liabilities 1,484 -  -  -  -  -  1,484
Other financial liabilities 1,342 86,428 -  -  -  -  87,770
Total financial liabilities 27,986 354,357 295,377 254,617 220,261 641 1,153,239

Net financial assets 44,849 47,450 21,279 113,873 88,825 (641) 315,635

Unrecognised loan commitments 70,495 -  -  -  -  -  70,495
Undrawn committed bank facilities 195,250 -  -  -  -  -  195,250

The above does not reflect a forward looking view of how the Group expects actual financial assets and liabilities to perform in
the future, as it does not include new lending and borrowing.

Expected maturities of financial assets are based on management's best estimate having regard to current market conditions
and past experience. Historical deposit and debenture reinvestment levels have been applied to deposit and debenture
borrowings.  Other financial liabilities reflect contractual maturities.

The tables above show management's expected maturities of existing financial assets and financial liabilities. 
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35 Interest rate risk

Contractual Repricing Analysis

Effective 0-6 6-12 1-2 2-5 5+
Int Rate Months Months Years Years Years Total

% $000 $000 $000 $000 $000 $000 
GROUP - 30 Jun 11 
Financial assets
Cash and cash equivalents 3.52% 267,187 -  -  -  -  267,187
Investments 6.15% 6,795 987 -  9,013 1,036 17,831
Finance receivables 9.20% 908,566 180,405 230,015 178,632 -  1,497,618
Finance receivables - securitised 10.65% 66,582 38,366 59,700 45,045 -  209,693
Other financial assets -  6,308 -  -  -  -  6,308
Total financial assets 1,255,438 219,758 289,715 232,690 1,036 1,998,637

Financial liabilities
Borrowings 5.89% 1,101,545 299,036 61,623 131,043 -  1,593,247
Borrowings - securitised 3.75% 194,277 -  -  -  -  194,277
Other financial liabilities -  18,284 -  -  -  -  18,284
Total financial liabilities 1,314,106 299,036 61,623 131,043 -  1,805,808

Effect of derivatives held for risk management 150,984 (77,519) (90,435) 16,970 -  -  

The interest rate risk profile of financial assets and liabilities that follows has been prepared on the basis of maturity or next
repricing date, whichever is earlier.

Interest rate risk is the risk that market interest rates will change and impact on the Group’s financial results by affecting the
margin between interest earning assets and interest bearing liabilities. The Group monitors market interest rates on a daily
basis and regularly reviews interest rate exposure. Interest rate risk is mitigated by management’s frequent monitoring of the
interest rate repricing profiles of borrowings and finance receivables, and where appropriate, the establishment of derivative
instruments.

Net financial assets 92,316 (156,797) 137,657 118,617 1,036 192,829

GROUP - 30 Jun 10 
Financial assets
Cash and cash equivalents 3.01% 86,406     -             -           -  -  86,406
Due from related parties 13.55% 13,664     30,000       -           -  -  43,664
Finance receivables 10.85% 398,059   201,879     230,067   111,323 -  941,328
Finance receivables - securitised 11.66% 39,392     33,453       48,693     39,315 -  160,853
Other financial assets -  2,007       -             -           -  -  2,007
Total financial assets 539,528 265,332 278,760 150,638 -  1,234,258

Financial liabilities
Borrowings 7.79% 379,801 185,346 133,931 135,303 -  834,381
Borrowings - securitised 4.19% 149,298 -  -  -  -  149,298
Other financial liabilities -  89,254 -  -  -  -  89,254
Total financial liabilities 618,353 185,346 133,931 135,303 -  1,072,933

Effect of derivatives held for risk management 46,020 (32,120) (49,580) 35,680 -  -  
Net financial assets (32,805) 47,866 95,249 51,015 -  161,325

The tables above illustrate the periods in which the cash flows from interest rate swaps are expected to occur and affect profit
or loss.

The management of interest rate risk against interest rate gap limits is supplemented by monitoring the sensitivity of the
Group's financial assets and liabilities to various standard and non standard interest rate scenarios. Standard scenarios 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.
Further there is no material cash flow impact on the Statement of Cash Flows from a 100 basis point change in interest rates.
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30 Jun 11 30 Jun 10 30 Jun 11 30 Jun 10 
$000 $000 $000 $000

36 Contingent liabilities and commitments

Letters of credit, guarantees and performance bonds 1,770 2,767 -  -  
Total contingent liabilities 1,770 2,767 -  -  

37 Business Combination







Fair value of consideration transferred at acquisition date GROUP
07-Jan-11

$000
Shares issued, at fair value * 79,574
Consideration transferred 79 574

The Society, a wholly owned subsidiary of the Company (through its subsidiaries), acquired all of the assets and
engagements of SCBS and CBS for the total agreed consideration of $79,574,000 converted to the issue of fully paid
shares in the Society.

On 7 January 2011, the Company issued shares to former CBS and SCBS shareholders (refer Note 26 for more details) and
CBS and SCBS were amalgamated into the Group.

MFSL exchanged its shareholding in MARAC and its investment in MJV for shares in the Company. The agreed
consideration of $206,769,000 converted to the issue of 3.94 fully paid shares in the Company in exchange for each
MARAC share.

The Society acquired all of the shares in MARAC through the Company transferring its shareholding in MARAC to the
Society (through its subsidiaries as intermediate holders).

On 5 January 2011, the Society acquired the assets and engagements of SCBS and CBS and all of the shares in MARAC. As
part of this process:

GROUP COMPANY

Consideration transferred 79,574

*

Identifiable assets acquired and liabilities assumed Fair value
07-Jan-11

$000
Assets
Cash and cash equivalents 207,126
Investments 21,540
Finance receivables 669,689
Other assets 12,075
Intangible assets 155
Total assets 910,585

Liabilities
Borrowings 841,335
Other liabilities 9,817
Contingent liabilities -
Total liabilities 851,152

Total net identifiable assets 59,433

Total consideration transferred 79,574
Fair value of identifiable net assets 59,433
Goodwill 20,141

Goodwill of $20.1 million has not been allocated to individual cash generating units, as the future economic benefit is
attributable to all business units.  The Group's management and board continue to monitor goodwill at a total level.

Goodwill on acquisition of $20.1 million has arisen due to expected benefits of the newly formed financial services group. The
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.

Shares issued at fair value exclude the fair value of MFSL's investment in MJV of $2.5 million which was also exchanged
for shares in the Company.
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38 Staff share ownership arrangements

Discretionary share scheme

Executive share scheme

The total expense recognised in the period was $464,072 (30 June 2010: $127,869).

39 Subsequent events

Acquisition of PGG Wrightson Finance Limited
On 13 June 2011, the Company entered into an agreement for the Society to purchase PGG Wrightson Finance Limited from
PGG Wrightson Limited.

At 30 June 2010, the trustees held 60,009 shares in PGC on behalf of certain senior MARAC staff. During the year the trustees
participated in the PGC dividend reinvestment plan in December 2010, resulting in an allotment of a further 2,160 shares. A
total of 9,661 shares were transferred to staff in the year ended 30 June 2011 (June 2010: nil). In May 2011 these shares were
exchanged for 14,072 HNZ shares, resulting in the cancellation of 38,436 PGC shares. At 30 June 2011 the trustees held
14,072 shares in PGC and 14,072 shares in HNZ for these executives.

Additionally, in January 2011 certain key executives of the Group who were previously employed by PGC also participated in
the PGC Executive Share scheme, resulting in an allotment of 3,574,999 PGC shares. A total of 1,787,500 PGC shares were
transferred to executives during the year ended 30 June 2011. In May 2011 the remaining shares were exchanged for 479,050
HNZ shares resulting in the cancellation of 1,308,449 PGC shares. At 30 June 2011 the trustees held 479,050 shares in PGC
and 479,050 shares in HNZ for these executives. No expense is recognised in relation to these shares as the cost was borne
by PGC.

In January 2011, the PGC executive share plan was put in place, resulting in an allotment of 803,999 PGC shares to certain
senior MARAC staff. A total of 402,000 PGC shares were transferred to executives during the year ended 30 June 2011. In
May 2011 the remaining shares were exchanged for 107,736 HNZ shares, resulting in the cancellation of 294,263 PGC
shares. At 30 June 2011 the trustees held 107,736 shares in PGC and 107,736 shares in HNZ for these executives.

Extension to Securitisation facility

Taxation legislation change

As at the date of signing the financial statements, the acquisition of PGG Wrightson Finance Limited is conditional upon
Treasury approval (on behalf of the Crown) and approval of all necessary consents of the PWF Trustee. Assuming all
conditions are met, the transaction will settle on 31 August 2011.

There have been no other material events subsequent to balance date that would affect the interpretation of the financial
statements or the performance of the Group.

On 17 August 2011, Parliament enacted The Taxation (Tax Administration and Remedial Matters) Bill which contains a
retrospective legislative change in relation to mergers of building societies. The result is that the benefit of future tax
deductions which were lost on the merger of MARAC, SCBS and CBS are now available to entities in the Heartland New
Zealand Consolidated (Tax) Group, and cash that would otherwise have been required to pay tax will now be available to the
Group.  The Group will book a one-off credit resulting from this positive impact in the 2012 financial year.

Additionally, the transaction includes approximately $50 million of ASB risk share takeout and a capital raising of approximately
$58 million.

On 4 August 2011, the Group agreed with its securitisation facility provider to increase the MARAC Trust securitisation facility
by $100m to $300m, and to extend its maturity date to 8 August 2012. Formal documentation of these amendments to the
facility are expected to be signed prior to 31 August 2011.

The transaction includes the acquisition of total assets of approximately $465 million (after deducting excluded assets) and
total liabilities of approximately $455 million for a net consideration of approximately $8 million after adjustments.
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8.0 Audit Report

Independent Auditor’s Report
To the Shareholders of Heartland New Zealand Limited
Report on the Financial Statements
We have audited the accompanying financial statements of Heartland New Zealand Limited 
(“the company”) and the group, comprising the company and its subsidiaries, on pages 21 
to 53. The financial statements comprise the statements of financial position as at 30 June 
2011, the statements of comprehensive income, changes in equity and cash flows for year then  
ended, and a summary of significant accounting policies and other explanatory information,  
for both the company and the group.

Directors’ Responsibility for the Financial Statements

The directors are responsible for the preparation of company and group financial statements 
in accordance with 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 to enable the  
preparation of company and group financial statements that are free from material  
misstatement whether due to fraud or error. 

Auditor’s Responsibility

Our responsibility is to express an opinion on these company and group 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 about whether the company and 
group financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the company and group financial statements. The procedures selected depend  
on the auditor’s judgement, including the assessment of the risks of material misstatement of  
the financial statements, whether due to fraud or error. In making those risk assessments, the  
auditor considers internal control relevant to the company and group’s preparation of the 
financial statements that give a true and fair view of the matters to which they relate in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the company and group’s internal control. An  
audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates, as well as evaluating the presentation of the financial 
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 to the company and group in relation to general 
accounting services. Partners and employees of our firm may also deal with the company and 
group on normal terms within the ordinary course of trading activities of the business of the  
company and group. These matters have not impaired our independence as auditor of the 
company and group. The firm has no other relationship with, or interest in, the company and 
group.
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8.0 Audit Report

Opinion

In our opinion the financial statements on pages 21 to 53:

•	 comply with generally accepted accounting practice in New Zealand;

•	 comply with International Financial Reporting Standards;

•	 give a true and fair view of the financial position of the company and the group as at 30 
June 2011 and of the financial performance and cash flows of the company and the group 
for the year 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 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 New Zealand 
Limited as far as appears from our examination of those records.

19 August 2011

Auckland
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9.0 statutory disclosures

Directors
The following persons held office as directors of the Company and the Company’s subsidiaries during the year ended 
30 June 2011.

Heartland New Zealand Limited 
J K Greenslade (appointed 30 September 2010)
B R Irvine (appointed 30 September 2010)
G R Kennedy (appointed 30 September 2010)
G R Leech (appointed 30 September 2010)
C R Mace (appointed 30 September 2010)
B W Mogridge (appointed 30 September 2010)
G T Ricketts (appointed 30 September 2010)
G A C Gould (resigned 25 March 2011) 
M A Smith (resigned 29 November 2010)

Heartland Building Society 
J K Greenslade (appointed 30 September 2010)
E J Harvey (appointed 30 September 2010)
B R Irvine (appointed 30 September 2010)
G R Kennedy (appointed 30 September 2010)
G R Leech (appointed 30 September 2010)
C R Mace (appointed 30 September 2010)
B W Mogridge (appointed 30 September 2010)
G T Ricketts (appointed 30 September 2010)
M A Smith (appointed 30 September 2010)
G A C Gould (resigned 25 March 2011) 

MARAC Finance Limited 
J K Greenslade (appointed 18 December 2009)
B R Irvine (appointed 27 January 2003)
B W Mogridge (appointed 18 January 1993)
E J Harvey (resigned 5 January 2011)
M A Smith (resigned 5 January 2011)

Heartland Financial Services Limited 
J K Greenslade (appointed 1 October 2010)

Heartland NZ Trustee Limited 
J K Greenslade (appointed 26 July 2011)
B R Irvine (appointed 26 July 2011)

VPS Parnell Limited
B R Irvine (appointed 16 March 2011)
J K Greenslade (resigned 12 July 2011)

VPS Properties Limited 
B R Irvine (appointed 16 March 2011)
J K Greenslade (resigned 12 July 2011)

CBS Canterbury Limited
G R Kennedy (appointed 4 July 2005) 
R W Ashford (resigned 5 January 2011)

Canterbury Building Society Limited
G R Kennedy (appointed 27 February 2004)
R W Ashford (resigned 5 January 2011)

Southern Cross Nominees Limited
G T Ricketts (appointed 28 June 2007)
R L Smith (resigned 10 December 2010)

Southern Cross Building and Investments Limited
G T Ricketts (appointed 28 June 2007)
R L Smith (resigned 10 December 2010)

BSHL No. 1 Limited - BSHL No. 20 Limited

J K Greenslade (appointed 1 October 2010)
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9.0 statutory disclosures

Specific Disclosures
The following are the disclosures of interest given by directors of the Company and its subsidiary companies.

B R Irvine

Director
Christchurch City Holdings Limited
Godfrey Hirst (NZ) Limited
House of Travel Holdings Limited
Market Gardeners Limited
PGG Wrightson Limited
Pyne Gould Corporation Limited
Rakon Limited
Retail Adventures Pty Limited
Scenic Circle Limited
Skope Limited

Trustee 
Christchurch Art Gallery Trust
Christchurch Symphony Trust

B W Mogridge

Director 
BUPA Care NZ Limited
Equity Partners Asset Management Limited
Equity Partners Infrastructure Management Limited
Mainfreight Limited
Mogridge & Associates Limited
Perpetual Group Limited
Perpetual Trust Limited
Paragon Limited
Pyne Gould Corporation Limited
Rakon Limited
Real Estate Credit Limited

Vice Chairman 
UBS

Trustee 
Starship Foundation

G R Leech

Director
Electricity Ashburton Limited
WH Collins & Co Limited (and Group)
Murney Investments Limited
Leech and Partners Limited
Leech and Partners Trustees Limited (and Group)
Potlach Governance Limited
Sempiternal Trust Company Limited (and Group)
South Beach Properties Limited
South Pacific Seeds NZ Limited
South Pacific Seeds Pty Limited (and Group)
Woodhams Limited

G R Kennedy

Director
Ashburton Aquatic Park Ltd
Avon Properties 2008 Ltd
BK and P Trustees Ltd
BK Trustees 2005 Ltd
BK Trustees 2010 Ltd
BK Riversdale Trustees Ltd
Black Quill Investments Ltd
Bradford Management Ltd
Cates Grain and Seed Ltd
Concurrent Properties Ltd
Clairvoyant Developments Ltd
Earth and Sky Ltd
Germinal Seed NZ Ltd
Shooting Star Properties Ltd

Trustee
Ashburton Aquatic Park Charitable Trust
D G and R G Church Family Trust
Heartland Charitable Trust
Southern Cross Trust
D G and A L Thomson Family Trust
Tomorrow’s Skies Charitable Trust

Joint Venture Committee Member
Lake Hood Extension Project
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G T Ricketts

Director
Lion Nathan National Foods Limited
Oceania and Eastern Limited
Spotless Group Limited
Suncorp Group Limited (including Vero Insurance  
New Zealand Limited)
The Todd Corporation Limited

C R Mace

Director
Oceania and Eastern Limited

M A Smith

Director 
Coalcorp Insurance Services Limited
Medical Assurance Society
Solid Energy New Zealand Limited

E J Harvey

Director 
APN News and Media Limited
DNZ Property Fund Limited
Kathmandu Holdings Limited
New Zealand Opera Limited
Pomare Investments Limited
Port Otago Limited

Shareholder 
PGG Wrightson Limited

General Disclosure
All directors have provided a general notice that they 
may from time to time undertake personal business 
transactions with the Company, including placing 
funds on deposit, borrowing or utilising the Company’s 
services. All such transactions are carried out in 
accordance with the Company’s normal business criteria 
for those types of transactions.

The Company obtains services from Paragon Limited, of 
which B W Mogridge is a shareholder.

These services are provided on arm’s length commercial 
terms.

Information Used by Directors
No notices were received from directors of the Company 
requesting to disclose or use Company information 
received in their capacity as directors which would not 
otherwise have been available to them.

Indemnification and Insurance of Directors and 
Officers
The Company has given indemnities to and has 
arranged insurance for directors of the Company and its 
subsidiaries to indemnify and insure directors against 
liability and costs for actions undertaken by them in the 
course of their duties, to the extent permitted by the 
Companies Act 1993. The cost of the insurance premiums 
to the Company and its subsidiaries for the year was 
$47,284.
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10.0 Shareholder Information

10.0 Shareholder Information

Shares Held and Share Dealings by Directors
Details of individual directors’ share dealings are as follows.

B R Irvine Beneficial Associated Person Non-beneficial

At listing 0 0 0

30/05/2011 In specie distribution to PGC shareholders 64,500 208,404 -

Balance 30 June 2011 64,500 208,404 0

J K Greenslade Beneficial Associated Person Non-beneficial

At listing 0 0 0

30/05/2011 In specie distribution to PGC shareholders 543,240 - -

Balance 30 June 2011 543,240 0 0

B W Mogridge Beneficial Associated Person Non-beneficial

At listing 0 0 0

30/05/2011 In specie distribution to PGC shareholders 76,312 - 1,336,048

Balance 30 June 2011 76,312 0 1,336,048

G R Kennedy Beneficial Associated Person Non-beneficial

At listing 392,024 2,830 2,083,722

Transfer (1) - -

Balance 30 June 2011 392,023 2,830 2,083,722

G R Leech Beneficial Associated Person Non-beneficial

At listing 129,758 0 231,864

Balance 30 June 2011 129,758 0 231,864

C R Mace Beneficial Associated Person Non-beneficial

At listing 12,256,703 0 3,716,299

Balance 30 June 2011 12,256,703 0 3,716,299

G T Ricketts Beneficial Associated Person Non-beneficial

At listing 12,256,703 0 3,716,299

Balance 30 June 2011 12,256,703 0 3,716,299

E J Harvey Beneficial Associated Person Non-beneficial

At listing 0 0 0

30/05/2011 In specie distribution to PGC shareholders - 13,917 -

Balance 30 June 2011 0 13,917 0
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Heartland Building Society Bonds Held  
by Directors
Bonds issued by MARAC Finance Limited (and renamed 
as Heartland Building Society Bonds) in which directors 
and associated persons held a relevant interest as at  
30 June 2011 were as follows.

2011

Bond Holder Director Associated 
Person

B W Mogridge 150,000

Remuneration of Directors
The total remuneration received by each director who 
held office in the Company and its subsidiaries during the 
30 June 2011 year was as follows.

Director	 Remuneration
G A C Gould	 $18,143*
B R Irvine	 $81,250
B W Mogridge	 $45,000
C R Mace	 $41,250
G T Ricketts	 $42,500
G R Kennedy	 $47,500
G R Leech	 $46,250
M A Smith	 $80,000** 
E J Harvey	 $95,000**

The total remuneration paid was $496,893.

Executive directors and employees acting as directors do 
not receive director’s fees. The total remuneration of the 
executive director was as follows.

J K Greenslade $125,917.***

Except as stated above, no employee of the Company 
or its subsidiaries receives or retains any remuneration 
or other benefits in their capacity as a director of any 
subsidiary of the Company. Remuneration, inclusive of 
the value of other benefits received by such employees, is 
included in relevant bandings of employee remuneration 
received exceeding $100,000 as set out below.

Executive Employees’ Remuneration 
The number of employees of the Company and its 
subsidiary companies (including former employees), 
other than directors, who received remuneration, 
including non-cash benefits, in excess of $100,000 
for the year ended 30 June 2011 is set out in the 
remuneration bands detailed below.****

Remuneration	 Number
$100,000 to $110,000	 5
$110,000 to $120,000	 9
$120,000 to $130,000	 7
$130,000 to $140,000	 7
$140,000 to $150,000	 5
$150,000 to $160,000	 1
$160,000 to $170,000	 2
$170,000 to $180,000	 3
$180,000 to $190,000	 1
$190,000 to $200,000	 5
$200,000 to $210,000	 1
$230,000 to $240,000	 1
$240,000 to $250,000	 1
$250,000 to $260,000	 1
$260,000 to $270,000	 2
$350,000 to $360,000	 1
$570,000 to $580,000	 1

Donations 
The Company settled a charitable trust (Heartland Trust) 
from which donations are made to various organisations.
Donations made during the year were $2,200.

*	 Retired during the year
**	 These figures include remuneration as independent directors of MARAC Finance Limited for the period 1 July 2010 to 31 December 2010. All other 

directors of MARAC Finance Limited during that period were paid by Pyne Gould Corporation Limited.
***	 This figure represents remuneration paid by the Company (and its subsidiaries including MARAC Finance Limited) during the 30 June 2011 

year. For part of this period, J K Greenslade received remuneration from Pyne Gould Corporation Limited (“PGC”) for his role as CEO of PGC. 
Such remuneration is not included in this figure. A management fee was paid by the Company to PGC reflecting time spent by PGC executive on 
establishment and running of the Company.

****	The remuneration figures include remuneration paid by the Company and its subsidiaries (including MARAC Finance Limited) during the 30 June 
2011 year. They do not include amounts paid by Southern Cross Building Society, Canterbury Building Society or Pyne Gould Corporation Limited 
to employees.
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10.0 Shareholder Information

Investor ranges
As at 5 September 2011

Ranges Investors Securities % Issued Capital

1–1,000 1,177 698,302 0.180%

1,001–5,000 2,484 6,319,129 1.626%

5,001–10,000 1,390 9,985,184 2.569%

10,001–50,000 2,294 51,840,025 13.337%

50,001–100,000 483 33,672,029 8.663%

100,001 and over 327 286,189,306 73.627%

TOTAL 8,155 388,703,975 100.000%

Domicile of shareholders
As at 5 September 2011

Investors Securities % Issued Capital

New Zealand 8,076 385,480,208 99.171%

Overseas 79 3,223,767 0.829%

Total 8,155 388,703,975 100.000%

Twenty largest shareholders
As at 5 September 2011

Rank Investor Total Units % Issued 
Capital

1 Harrogate Trustee Limited 30,310,011 7.798%

2 Pyne Holdings Limited 28,160,080 7.245%

3 Accident Compensation Corporation 27,253,564 7.011%

4 Pyne Gould Corporation Limited 23,395,757 6.019%

5 PGG Wrightson Limited 13,333,333 3.430%

6 Oceania & Eastern Limited 12,285,439 3.161%

7 Gould Holdings Limited 7,417,427 1.908%

8 HSBC Nominees (New Zealand) Limited 6,103,186 1.570%

9 Citibank Nominees (NZ) Limited 5,321,372 1.369%

10 FNZ Custodians Limited 4,300,249 1.106%

11 Leveraged Equities Finance Limited 4,081,949 1.050%

12 Philip Maurice Carter 3,838,877 0.988%

13 Heartland Trust 3,687,058 0.949%

14 National Nominees New Zealand Limited 3,672,559 0.945%

15 AMP Investment Strategic Equity Growth Trust Fund 3,424,457 0.881%

16 New Zealand Superannuation Fund Nominees Limited 3,007,538 0.774%

17 Forsyth Barr Custodians Limited 2,778,387 0.715%

18 Forsyth Barr Custodians Limited 2,773,330 0.713%

19 Forsyth Barr Custodians Limited 2,288,157 0.589%

20 Custodial Services Limited 2,258,368 0.581%

TOTAL FOR TOP 20 HOLDERS 189,691,098 48.801%
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Substantial Security Holders
G C D Kerr has advised that he has a beneficial interest in 
29,952,399 shares in the Company.

Accident Compensation Corporation has advised of a 
beneficial interest in 27,253,564 shares in the Company.

Pyne Gould Corporation has advised of a beneficial 
interest in 23,395,757 shares in the Company. 

Harrogate Trustee Limited has advised of a beneficial 
interest in 30,310,011 shares in the Company.

New Zealand Stock Exchange Waivers
During the year, the Company obtained the following 
waivers from NZX Limited.

MARAC Bonds – October 2010
Heartland Building Society (HBS) was granted a waiver 
from NZDX Listing Rules 7.1.5(c), 7.1.8, 7.1.10, 7.1.12 and 
7.1.13 to the extent that those rules would otherwise 
require the information required by those rules to be 
included in the offering document that HBS would 
provide to the holders of debt securities issued by 
MARAC Finance Limited, including certain bonds quoted 
on the NZDX market. 

HBS was also granted a waiver from the restriction on 
transfer in Listing Rule 11.1.1 to enable it to prohibit a 
transfer of MARAC Bonds (MAR010) if that transfer:

a)	 is of an amount that is not a multiple of $1,000; or

b)	 would result in the transferor holding an aggregate 
principal amount of MAR010 of less than $5,000 
following that transfer and any other transfers 
awaiting registration.

Canterbury Building Society – October 2010
In connection with the Merger, Canterbury Building 
Society (CBS) was granted a waiver from the requirement 
of NZAX Listing Rules 9.1.1 and 9.2.1, to the extent 
that they required prior shareholder approval of the 
disposition of CBS’s funds, property and other assets 
including deposits to HBS, and the conversion of CBS into 
a company, as part of the Merger.

Merger Offer Document – October 2010
The Company was granted a waiver from NZSX Listing 
Rules 7.1.5(c), 7.1.10, 7.1.11, 7.1.12 and 7.1.13 to the 
extent that those rules would otherwise require the 
information required by those rules to be included in the 
offering document for shares in the Company, provided 
to shareholders of Canterbury Building Society and 
Southern Cross Building Society.

In Specie Distribution Document – March 2011
The Company was granted a waiver from NZSX Listing 
Rules 7.1.5(c), 7.1.10, 7.1.11, 7.1.12 and 7.1.13 to the extent 
that those rules would otherwise require the information 
required by those rules to be included in the offering 
document for the distribution by Pyne Gould Corporation 
Limited of the ordinary shares it held in the Company.

PWF Acquisition – June 2011
The Company was granted a waiver from the requirement 
in NZSX Listing Rule 9.2.1 to obtain shareholder approval 
to enter into certain transactions in connection with the 
proposed acquisition by HBS from PGG Wrightson Limited 
(PGW) of all of the shares in PGG Wrightson Finance 
Limited (PWF).

Capital Raising – July 2011
The Company was granted a waiver from NZSX Listing 
Rule 7.3.5(b) to enable it to proceed with a placement 
of shares to each of PGC ($10 million in value) and PGW 
($10 million in value), in connection with the proposed 
acquisition by HBS from PGW of PWF.

Debt Security Offering Document – June 2011
HBS was granted a waiver from NZDX Listing Rules 
7.1.5(c), 7.1.8, 7.1.10, 7.1.12 and 7.1.13 to the extent that 
those rules would otherwise require the information 
required by those rules to be included in the offering 
document for the offer of debt securities in HBS to PWF 
debt security holders.

HBS was also granted a waiver from the restrictions on 
transfer in Listing Rule 11.1.1 to enable it to prohibit a 
transfer of bonds transferred to HBS from PWF if that 
transfer: 

a)	 is of an amount that is not a multiple of $1,000; or 

b)	 results in the transferee holding an aggregate 
principal amount of HBS bonds of less than $5,000 
following that transfer and any other transfers 
awaiting registration.
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11.0 Executives and Directory

Heartland New Zealand Limited

Directors
Bruce Irvine	 Chairman
Jeffrey Greenslade	 Managing Director
Graham Kennedy	 Director
Gary Leech	 Director
Christopher Mace	 Director
Bryan Mogridge	 Director
Geoffrey Ricketts	 Director

Executives
Mark Bellas	 Chief Operating Officer
Chris Flood	 Head of Retail
Michael Harris	 Head of South Island
Michael Jonas	 General Counsel
Sean Kam	 Chief Financial Officer
James Mitchell	 Head of Business
Mark Mountcastle	 Chief Risk Officer
Will Purvis	 Head of Rural
Sarah Selwood	 Head of Human Resources
Craig Stephen	 Group Treasurer

Registered Office
75 Riccarton Road
Riccarton
Christchurch 8011

PO Box 8623
Riccarton
Christchurch 8440 

T	 0508 432 785
W	 www.heartland.co.nz

Heartland Building Society

Directors
Bruce Irvine	 Chairman
Jeffrey Greenslade	 Managing Director
John Harvey	 Director
Graham Kennedy	 Director
Gary Leech	 Director
Christopher Mace	 Director
Bryan Mogridge	 Director
Geoffrey Ricketts	 Director
Michelle Smith	 Director

Executives
Mark Bellas	 Chief Operating Officer
Chris Flood	 Head of Retail
Michael Harris	 Head of South Island
Michael Jonas	 General Counsel
Sean Kam	 Chief Financial Officer
James Mitchell	 Head of Business
Mark Mountcastle	 Chief Risk Officer
Will Purvis	 Head of Rural
Sarah Selwood	 Head of Human Resources
Craig Stephen	 Group Treasurer

Registered Office
75 Riccarton Road
Riccarton
Christchurch 8011

PO Box 8623
Riccarton
Christchurch 8440 

T	 0508 432 785
W	 www.heartland.co.nz

Auditors

KPMG
KPMG Centre
18 Viaduct Harbour
Auckland 1140

T 09 367 5800

Share Registry

Link Market Services Ltd
PO Box 384
Ashburton 7740

T	 03 308 8887
F	 03 308 1311
E	 info@linkmarketservices.com
W	 www.linkmarketservices.com
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