HEARTLAND

New Zealand Limited

NZX Release

Publication of Heartland New Zealand Limited
Interim Report for Period Ended 31 December 2013

21 March 2014

Heartland New Zealand Limited (“HNZ”) (NZX: HNZ) today released its Interim Report for period
ended 31 December 2013.

New HNZ shareholders and existing HNZ shareholders, who have previously elected to receive the
Interim Report, have been sent a copy. Existing HNZ shareholders who have previously elected to
receive communications electronically, have been sent an alert today, Friday 21 March 2014,
directing them to the copy of the Interim Report available on the Company’s website
www.heartland.co.nz.

-ENDS-

For further information please contact:

Simon Owen

Chief Financial Officer
Heartland New Zealand Limited
DDI 09 927 9195

Mobile 027 649 4602



Interim Report
To 31 December 2013

HEARTLAND

New Zealand Limited







Contents

Chairman and Managing Director’s Report
Directors’ Responsibility Statement
Interim Financial Statements

Notes to the Interim Financial Statements
Auditor’s Report

Directory

PG

11

22

23



Chairman
and

Managing
Director’s

Report

Geoffrey Ricketts
Chairman

Jeffrey Greenslade
Managing Director

Achievements for half year
Earnings in line with guidance

Exit of non-core property assets
on track

- Interim dividend of 2.5 cents
per share announced

Standard & Poor’s investment
grade credit rating reaffirmed

- outlook revised from ‘negative’
to ‘developing’

Fitch credit rating of
BBB- stable assigned

- Significant acquisition announced

The strategy of Heartland Bank Limited
(Heartland Bank), the main operating
subsidiary of Heartland New Zealand
Limited (Heartland), is to be known as
New Zealand’s specialist bank.

We want to operate in areas where we can
achieve market leading, best in category
positions while maintaining a balanced risk
portfolio across three key segments of the
economy - households, small-to-medium
sized businesses and the agricultural sector.

We have previously reported that for the
period ended 30 June 2013 our focus was to
successfully complete our ‘start-up’ phase.
For the period ended 31 December 2013

our focus shifted to business as usual,

and creating a pathway to future success
through increased product capability and
growth through acquisitions. We have made
good progress, as outlined later in this
report. The half year financial performance
detailed in the table below shows net profit
after tax of $16.7m, which is in line with
forecast guidance.

Financial Performance 6 months to 6 months to 12 months to
at a Glance Dec 2013 (NZ $m)  Dec 2012 (NZ $m) Jun 2013 (NZ $m)
Net interest income 52.4 46.8 95.5

Net other income 6.7 5.3 11.9

Net operating income* |59.1 52.1 107.4
Expenses 32.4 31.9 70.4
ipn:(:)f::ttirbn?:(rjlrtes and tax 26.7 20.2 37:0

Impaired asset expense |3.3 5.3 22.5
Decrease in fair value of

investment properties ) ) 51

Net profit before tax 23.4 14.9 9.4

Tax 6.7 4.2 2.5
E\::‘Lg:::l;)after tax 16.7 10.7 6.9

*Net operating income includes share of MARAC Insurance profit.

Net Tangible Assets (NTA) increased from $331.2m to $348.2m during the Current Reporting Period - on a per share
basis NTA was $0.89 at 31 December 2013 compared to $0.85 at 30 June 2013 and $0.90 at 31 December 2012.
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Business Performance

Net operating income (NOI) increased
across all three of our core business
divisions - Business, Rural and Retail and
Consumer - primarily driven by lower cost
of funds and better product mix.

(i) Business

NOI was $14.7m, an increase of $2.1m
from the previous corresponding half year
ended 31 December 2012 (the Previous
Corresponding Reporting Period). The
increase in NOI was driven by lower cost
of funds. The Business receivables book
increased by $9.0m to $558.1m during the
half year ended 31 December 2013 (the
Current Reporting Period). The Business
division has faced increasing competitive
pressure which has had an impact on asset
growth over the Current Reporting Period.

(ii) Rural

NOI was $12.1m, an increase of $0.6m from
the Previous Corresponding Reporting
Period. The increase in NOI was also

driven by lower cost of funds off-setting
reduced revenue on fewer receivables.

The Rural receivables book decreased by
$40.8m to $415.9m during the Current
Reporting Period. This decrease was driven
by reductions in the receivables book
acquired from PGG Wrightson Limited, in
areas of either higher risk or in competition
with major banks. Heartland’s emphasis

is mainly on livestock lending, with the
pipeline looking good for the next few
months. Livestock lending continued to
perform well, growing 10.6% over the

12 months ended 31 December 2013.

(iii) Retail and Consumer

NOI was $30.0m, an increase of $5.9m
from the Previous Corresponding Reporting
Period, driven primarily by lower cost

of funds as well as increased revenues.

The Retail and Consumer receivables book
contracted by $49.7m to $938.1m during
the Current Reporting Period. The motor
vehicle receivables book grew $21.4m
during the Current Reporting Period. In line
with Heartland’s strategy to realign its
product mix towards products where it

has market leadership and can achieve a
better risk/return, the residential mortgage
book reduced by $71.1m during the Current
Reporting Period. Customer response

to Heartland’s residential mortgage
arrangements, with Kiwibank as the
provider, has been pleasing.



More than 50% of mortgages refinancing
externally migrated to Kiwibank in the
Current Reporting Period.

(iv) Non-Core Property

The changed strategy for the non-core
property book™ has progressed favourably
and ahead of expectations. Total non-core
property assets reduced by 19% for the six
months up to 31 December 2013. As at this
date, non-core property assets comprised
net receivables of $25.6m and investment
properties of $61.5m. We remain confident
that future earnings will not be impacted by
these assets.

Heartland’s Interim Financial Statements
are available from page 7.

Growth Strategy

Over the last four years, Heartland has
successfully integrated five separate
businesses. As we move forward, our
strategy for future growth will continue
to be through prudent acquisitions and
specialist product development.

To support this strategy, we have
established a specialist team for strategic
growth. Headed by Michael Jonas, recently
appointed as Head of Strategic and Product
Development, the team gives Heartland
targeted capability to evaluate and
progress acquisition opportunities, and to
evaluate, design and embed new products.
Key criteria in assessing acquisition and
product development opportunities include
strategic fit, competitive advantage, the
potential for growth and contributing
positively to shareholder value (with
particular reference to Earnings Per Share
and Return on Equity). Heartland’s growth
strategy requires agility in order to avoid
mainstream competition and Heartland
seeks to do this by:

Minimising fixed cost investment in
mono-line infrastructure; and

Maintaining a high degree of variable
cost flexibility in its distribution model

Acquisition Announcement

On 14 February 2014, Heartland advised
that it had entered into a Sale and
Purchase Agreement with Seniors
Money International Limited (SMI) for
the acquisition of its New Zealand and
Australian Home Equity Release (HER)
mortgage business?.

This acquisition provides Heartland Bank
with the product capability to meet the
needs of the 60+ demographic, which is

a growing demographic and is typified by
those with the majority of their personal
wealth tied up in their primary residential
dwelling. The acquisition advances
Heartland’s ongoing strategy of pursuing
niches within the Household, Business and
Rural sectors where it can obtain a market
leading position.

The opportunity to purchase SMI’s

New Zealand and Australian businesses
arose during Heartland’s strategic
evaluation of the HER product, giving
Heartland a fast-track entry into strong and
established market positions. Following
due diligence it was confirmed that SMI’s
processes and underwriting standards are
consistent with best practice. Key staff,
both in New Zealand and Australia (with
experience in the HER market since 2003),
will be retained. In addition, prior to this
announcement, Heartland has approved
risk parameters for the HER product and
the training of a dedicated distribution
team has commenced. Heartland will
hold the Australian business at the parent
company level, but the New Zealand
business will be migrated into Heartland
Bank over time.

Products for people

HER loans allow seniors (an often asset rich
but income poor demographic) to access
the equity in their homes. Seniors must

be a minimum age (60+), live in their own
home, and have equity in it. The important
distinction between an HER loan and a
conventional mortgage is that there are

no principal or interest payments required
while the borrower occupies the property,
meaning that qualifying borrowers can
access this finance type without having a
regular source of income. With Heartland
the product will also come with three
promises to customers:

Promise One:
Lifetime occupancy guarantee

Your home will remain the place you live for
as long as you choose.

Promise Two:
No negative equity guarantee
The amount required to repay the loan

will never exceed the net sale proceeds of
the property.

1. For details of the Change in Strategy, see Heartland’s market announcement of 5 June 2013.
2. For further details see Heartland’s market announcement of 14 February 2014.
3. For the full details of the DRP and the Strike Price calculation, refer to Heartland’s DRP offer document prepared as at 5 April 2013.
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Promise Three:
Loan repayment guarantee

There is no requirement to make any loan
repayment until the end of the loan.

This acquisition is a tangible example of
how we will seek out opportunities that
focus on areas we believe demonstrate
compelling sector fundamentals, areas
where we can deliver best-in-breed
products, helping customers where it really
matters. We are confident that the time is
right for HER loan products. Furthermore,
we believe that this acquisition will offer
strong and sustainable growth potential in
the future.

Interim Dividend

The directors of Heartland have resolved to pay
an interim dividend of 2.5 cents per share on

4 April 2014 to shareholders on the company’s
register as at 5.00pm on 12 March 2014.

This dividend will be fully imputed.

The Dividend Reinvestment Plan announced
on 23 April 2103 (DRP) was available, with
a discount of 2.5% applied (that is, the
strike price under the DRP will be 97.5% of
the volume weighted average sale price of
Heartland shares over the 5 trading days
following the Record Date)?. Participation
in the DRP was entirely optional, with
shareholders wishing to participate making
a participation election in one of the ways
specified in the DRP offer document. The
last date of receipt for a participation
election from a shareholder who wished to
participate in the DRP was 12 March 2014.

The Future

We have realised some key achievements
in successfully integrating five businesses
and achieving bank registration, but now

it is time to look forward to realising our
growth potential. Generally, we expect
credit and asset growth to remain subdued
in mainstream areas, although it is in areas
such as HER loans - which offer growth
driven by factors other than economic
growth - where we aim to perform.

Geoffrey Ricketts
Chairman

Jeffrey Greenslade
Managing Director
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DIRECTORS' RESPONSIBILITY STATEMENT

The direciors ane responsible for ensuing that the interim Snancial stalements give a tnse and fair viewr ol the fnancial pastion of Heartiand
herw Fealand Limied (Company) and s subsidanes and joint venture {Group) as al 31 December 2013 and the financial perfiarmance and
cash ficws for B six months ended 31 Deocember 2012

The drecices Consider thal the inlerim feandial stalements of the Oroup have Deen plepared wSing appeoprale Becouning pobcies
conaiiently applisd ansd suppomsd By raaicnable judgements And satimates and tad Al the relivas) FAncEl repoming And BEcouniing
slandieds e beoen kllimed

The dieectors bedeve thal proper accounting records have boon kep! which enable, with reasonable acouracy, the determination of the
financial poesition of the Growp and facitale compliance of the interim linancial stalements with The Financial Reporting Al 1993

The Boded of Digcion of Hoarmard Mew Zealand Livisd authomsod B inlofim Snancial seassmants sol ool oh page 7 10 21 o isius on 25
Fobnzany 2014.

For and on beball of the Baard

(o

Dt
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INTERIM STATEMENT OF COMPREHENSIVE INCOME
For the alx monihs ended 31 Decembar 2013

Unaudited Uraudied  Awdived
& mihs b0 6 mitha lo 12 mbhs Ba
D 2013 Dec 2002 Jun 2013

HOTE 5000 5000 $000

L LB ] 100,500 103,280 206349
Iritrs & @ apin i [ FEREE] S8 520 110,855
Het imlerest incoma 52 ERE 46,780 05,454
Oparating Wass incoma E.Ta1 7712 14,B61
Oparaling Mase sxpansas 357 5029 BEET
Hel cparating bease inoome TR 2,681 5174
Limding snd oredil fee income 1155 T 1,0
Qther incoma 2528 1,611 4,455
Hal cparaling incoms 58 553 51,8459 106,887
Saling ard adminmiiralion axpee 7 J2A0T 31,843 TH347
Profit bafore impalred asset expense and Incoms tax 36,556 18,608 38,540
Impared ASse] OupEnse -] 3395 5,254 22 82T
Dpcrpass i Lar valug of nvesimend peoperes . E 5001
Operating prafin 321 14,652 B.9132
Shawe of equity accounied irvesise’s peolit 155 240 S04
Prodit before Incoms lax 1406 14,898 5418
IPacimiel LA BAPATRA EES0 4,184 504
Prodit lor Ehiy priod 16,726 10,704 6912
Othar compeatongivg Income
Idens Bl ars o may be reclassified subssgquantly i peolil o e

Effective portion of changes in fair value of cash fiow hodges, ned of inoomss tax a2 274 1,088

M change in available jor sake reserse, nel of intoma tax 106 a6 ZTE
Idens Bl willl ol B reclissied b ol o e

M el i dalinid Banelil ridarva, ol of INSame i =4 203 482
Othar compratsangivg incom lor the period, net of Incomo B 1113 523 1,784
Totsl compiahandive income lof tha pariod 17550 11,227 8,70
Earmings par sfane frcem continuing opsrations
Basic garnings ped shane | de a3 I
Dilulid sarnings s ghing 8 4e s i

All comprehanshog income for the period s affibstable o oemees of the Growp.

Thiy nobed on pEgeE 1110 21 aso an iniegral oo of Fda inlenm inancial Samanis,

Interim Report to 31 December 2013 / Heartland New Zealand Limited / PG 7



INTERIM STATEMENT OF CHANGES IN EQUITY

For tha slx moniks ended 31 Decembar 2013

Employes Availlable  Dufined

Share  benelits  far sale benefil  Hedging Retained Total

capial TeSETYE  [ESETVE TESENVE reserve  parnings Equity
Unaudited - Decambar 2013
Balance &1 1 July 2013 102,030 629 ] a1 46 1775 ATOS5A2
Tofal compeehensive incoms for the period
Prof to the paricd : ' © %7 1673
Taolal alhar Somidhafdngg rimd - 108 BS e ] . 1,113
Todal comprehensive income lor the period - - 106 5 o 16,726 17838
Contributicns by mnd distribulions 1O owmsers
Mpﬂﬂ 10 = = 2,703 {5, M0
Sial shary owhiEhis gapangy - B51 - . 51
Shares vesied & 1B - .
Efféct of analgamation of subsalanes 14 145,284 - - {140 260} -
Disidend reinvestmant plan 14 398 - - - 3.8
Todal transactkons with cwners 152538 563 - - = [1ERgTY {5,871)
Balsnce a1 31 Decamber 2013 344,558 1,182 30 126 @58 35,276 382,510
Unawdited - December 20012
Balance at 1 July 20012 182030 - ] [LES (g 84200 37amE
Todal comperahandive incams for the period
Provil o e pedericed] - - - - . 10,70 10,704
Tolal athar compnaiertihg ncoms " Ak 203 FEE] = 53
Tofal compeehensive income for the perkod N - & 203 b ] 10, 704 10,327
Contributicng by and digtribuions 1S GWrsrE
Doncdands paed 0 = = 5./888) {5. B8]
Sta¥ ghare gwrssrghn Sxpaeis - ATT - - a7
Total ransactions with owners - arr - - - (5,/688) 5411)
Balance at 31 Deoember 2012 192,020 aTT L1 ] {218) (T35} 189,017 38014
Andited - June 2013
Balance &1 1 July 2012 TiE 0 - ] {4 (g} 18207 374 T
Totnl comprehandive incoms lor the year
Proit e the yaar = . = - 8812 8912
Taolal othar compiahersheg incomss - - L) 462 1,056 - 1,74
Tosal comprehensive income for the year = s 278 462 1,056 8812 8,705
Contributicns by snd distribulions to owners
Dosicpnds paid L[] 35y (13.590)
Siaf shars wrsliahe saparsy 629 = - EZS
Total ransactions wilh owners. - [+ - - - (350 (12,963
Balance &1 30 June 3013 182,030 [k 284 a1 R o] 177822 T4

Tha nohes o pages 1110 21 ase an inbagral poe of s inlerim Snancial statsnants
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INTERIM STATEMENT OF FINANCIAL POSITION
As at 31 Decomber 2013

Unandited Unsudied  Awdibed
e 2013 Dec 2012 Jun 3013

HOTE S000 5000 000
Axpnis
Carsh adl caesh cpivalants 1TE533 12543 174,263
Irrrasimants 255427 24,406 165,223
Irnrasimaend propertes LIRS | E5316 54, 2aF
Firance recoiabios 11 1,508 850 20447853 2010378
Clparatieg knass vithicies 31817 34389 32398
Cirmgan] Lax arishinl 26T 213 .
CHhar aiaals 10,281 17 456 R
Irvesiment in joint vaniung 4205 4 D82 4,320
Infangeble assels 2R 22805 223 583
Proparty, plant and equipenent GTTE 10,4071 10,281
Dwrbmpd 10x assaot 11,458 8,146 16,387
Todnl nsseds 2492080 I.348,14T7 2,504,827
Linbiltias
Boriowings 13 2076888 19035116 20087553
Curmésn! tax Rabiities - - 2 A58
Trade and other payahies azeEn2 a7 JAETA
Tofal llablites 2108530 1,968,533 2,134,085
Equity
Shars Capital 14 244 558 152020 182020
PFatained amings and roSEnsos e Ir -1 %) 188 554 178, 822
Total equity 3BZE10  3BOE1 3T0542
Todnl aquity snd Eebilities 2,492 080 2349147 2,504,627

The nobes on pages 1110 21 ase A integral part of thass inlerim nancial statemants,
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INTERIM STATEMENT OF CASH FLOWS
For the six months ended 31 Decembar 2013

Unaudited Undudied  Awdibed
G mihs bo 6 miths 1o 12 mbhs o
Dwc 2013 Dec 2002 Jun 2013

ROTE $000 §000 $000
Cagh Nowa Mam aperating acidlies
Indema] recenndd Bl TEg g8210 188270
Oparating kase inoome neceiwed 54 6529 11,588
Proceeds from sake o operaling ase vehicies & 15T 4,583 10,710
Lgncing, credis tpos and oihat incoms moahkied 3723 2,406 5,259
el dbsnaass i Ashos isobrabies 04 504 2,192 32,908
Todal cash prowided from operating activites 20850 145020 281,004
Payments Io suppliers and empioyoes 1,558 32,768 51,0083
Inderasl paxd 45218 &4 048 112,880
Purchaeg of opanating ase vehcles TaE2 8,082 15,611
Taxuion P B 8i5 24E
Total cash applied o oparating activities B337 S5 182088
Mt cash Mows from operating activities 15 115,766 48,307 BB, 73
Cagh flows from investing scilvities
Procesds feom sals ol ifvestmsn] propsrties 5 05T 188 3,054
Dividends seopkned from joint ventune 30 : ]
Proceeds feom sake of proporty, pant and eguipment 25
Totsl cash provided Irom Invesiling activilies 5402 188 3084
Purchass of atics f-cul, squipment and intangibls Asets &1 B5G 2258
Mt mcrease noinvesiments ol ] ™ 130,287
Irvrasimand ini jodnt wentune . 1] T
Totsl cash applied o invasting sctivites L ERD 1,638 133,843
Hel cash Mows applied lo nvesting sclivities {35,297 (1,850)  {1.30,445)
Cash flows from linaneing scbivities
Pbi] IRl i Do TOWAnGE. - - 158,885
Tosal cash provided from financing sctivities - - 156,885
Dosidends pakd 4] & 888 13,851
Mei decoase in borosings 15676 6,237
Totsl cash applied b linancing activilies 6 198 12,125 13,591
Mol cash fows (applied 1a) ( from financing activites (HsE)  (12128) 146084
Ml increase in cash hald 427 35,732 B4,5T3
Opaning cash And cash SuRaants 174,262 &0,689 BR.E859
Closing cash and caah aguivalaris iT8.5%3 12543 174,263

Tha ncbes on pages 1110 21 ase An inisgeal pa of e inisrim narcial shalsmanis
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2013

1 Reporting entity
Thiy irdenim fnancial stalemenls pressnted ae the conschdaled nancal stafements comgeising Hoamand Mew Zealand Limied
(Company and its subaiiaried ard peint venhes (Groun).
The Company, Bwough a subsidiary owrs 100% of Hearfland Bark Limited (Bark) and oens 100% ol Hearfand Financial Senvices
Limigd {HFSL) wihich holds a S0% jodnl voniuee imonest in MARAT Jv Holdings Limiod (M) with the Mew Zealand Automobds
Association, Feder io MNole 5 - Signilicant subsiciariss and inbeeesis in joindly conirolled enlites lor mons delads,
Thi Gresip indudes Heanland ABCP Tt 1 and CES Wanshouss A Trugl (colectively the Trasa), which aie special puiposs vehicias
Falding securitised loans purchased from the Bami, reler 1o Mobe 17 - Specisl parpose entities.
Al entites within the Group ofier Sinandal services o are special purpose enlites. The Group opeales and & domiciled in Mew
Zpaland, The regesiensd oflce acdss is 75 Riecanion Road, Chitsichiech,

2 Basls of preparation

Thar financisl stalsrmsents prasaniisd eea ars for e loliowing periods:
= i month period anded 31 Decomber 2013 - Unawdibed
+ § month penod ended 31 December 200 2 - Unaucibed
# 12 monih penod ended 30 June 2003 - Audited

ia} Statement of complisnce

The condensed interim fnancial statements have bessn peepansd in accondance with Generally Accepted Accounting Practice in New
Znaland (MZ GAAF), NZ IAS 34 Intarim Financial Reporing and akso comply with TAS 34 Interim Financeyl Repoiing. Thiy do nol
inchsce all of the information requined for full annual financial stabements and should be read in conjunction with the: annual report for
o i i 30 June 2001

The Compary and all the enties within the Growp ane profit-onenied entites. The Companry is a reporting entity and an 152eer for the
prrposes ol the Frgncial Reporing Act 1580, and its inberim Frandial statemants comply with il Aot The intadm Egncial stadements
Pl RN pRODANG in RCOOITAnCE Wil I Mgrenemanis of the Companses At 1983 ang ) Spoenes Reguinbons 2009,
(b  Eagls of measusambn
The irdenm Snancial staemonts have been propansd o 4 Qoing concom basis in acoordance with hisloncal cost. unloss siaed
(g} Comparative informaticn
Canman coOmparitihnis have Bin rasiag io Comply wilh Ccumbnl pafiod prosoniaton,

3 Significant accounting policies

Thiy aecouniing polkcias applod Dy tho Grou in e congoldnind intieim Anancial SIAEMONIE 280 ) BAME &5 Thos appiod Dy o
Groug in its congolidaled fnancial stalements a8 a1, and for the year ended, 30 June 2010,

The amendmants 1o the standards MZ IFRS 13 Fair Valse Mexsuroment and MNZ IAS 34 Imedm Firandal Rieporting (consoquential
ampndmanis] hine bean Adopbed feom 1 July 2003 and hanne bt appbad i he prepaeRiion ol thase isbesim Enancial siasemants,
Amendments 1o NZ 1AS 34 require the inchusion of Certain fair value dedosures in inberim linancal slalerments, and accordingly a new
male has boean inchaded, rahsd jo Kobe 18 - Fair vakss,

Adogiion of these standards has nof resulbed in ey othes changes io the Group's intedm financial sialements.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six menths ended 31 December 2013

4 Segmenial analysis
Segmant inlormation ks prosonied in espect of the Group's operating segmeents which ane those used jor the Group's managemsen
&l ivtinal nepdling SiuCiung.
Al gl ookl B I aadiinal EouiceE, dncapl hdd [FBREREBONE wilh PSEbRd DaMNGE, Mk 10 NG 16 - FRelited paity
FRANARCEONS And DalncER. Canin salbng And Aommsimabon Sopinisd, Such a8 prémaas, IT and suDpOM coniré cosls ase nol
aflocated 1o operating segmants and arg included in Othar.

Operating ssgments
Thip Grce operaies pradomanantly within hlire Zealand and compstsas (he iolloing main cpavaling segments:

Aetail & Consumer Peoviding a comprahecsive range ol finandal serices 16 MNew Tealand businesses and
inmibas, including tem. Fanascsonal and aavings Based depasil accounts lagaiher with
rapidental morngage landing, modor vehicly inance and assel lnance.

Busineds Peovaling biem cinl, plant and douipmant SNarcs, comenpicill mongass Mandirsg and working
capital solutons for small-lo-medium sized Mew Jealnd businesses.

Bural Spedabst fnancial senvices o the tarming sector primarly cffering Ivesiock financa, numl
mangage lending, seasonal and working capital financing, as well as leasing solrticns to
Iamere,

Hen-garg Pragerly Funding and malsabion of assets of This oo progety divisom

Aetall &  Business Aural  Mon-cone Other Tatal
Consumes Property
Unaisdited - B maniha ended Dee 3013
Rl irtane] indoemi 26 448 14,527 12,083 (B11) 141 52 388
Bl operating lease income 2 Bad . 5 . - 2 Bdd
bl othar noomes Tog 218 an 221 5t ] ara
Het oparaking income 29,999 14,742 12,113 1,400 B53 58,953
Seling and adminksiration axpenses 5470 2504 2,654 2518 18, T34 xat
Pralit | {loms) Balone impained asael i '
poy-- Raie 24029 12238 9,415 (1,115} {18,0a%5) 26 538
Enpairig 3350 xpangd 261 277 323 (i) - 3325
Operating profit | (loss) 23 Tel S84 086 1,058, {1 8,0k 2
Shawn of Gopualy BosoLing Frankalog’s peolil - s = : 195 195
Prali! {loss) belone income tax 3,768 S 0,086 {1,058y {17 B 23,408
e 1Ry Sepaie : . . - E,E20 6,680
Pt/ {leds) bor thi padbod =3 TEE B4 0,096 {1,058) {24,530 16,736
Todal assets 538,105 S5a 027 415,880 B0 A0 B4E 2 AR2 000
Total liabilites : . . < 205580 2100 580
Toial egquity : . . : 382 510 3H2,510
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six menths ended 31 December 2013

4 Segrmental analysis (continued)

Retoil &  Business Aural  Honecore Other Taotal
s e Property

) 000 000 p ] SO0 E000 F0C0
Unaudited - & mantha ended Dec 2012
Ml imtenes! income 21,143 12 4503 11,481 &40 1,214 A5 TR0
Mol oporating ease iIncoma 2 654 18 ] v ] 2683
Bl ihae oo 284 a Fi' 1,503 505 F
Het aperaling incame 24,00 12,503 11,483 1,852 1,730 51,849
Seling and adminisiration apsnses & D61 2 58T 3,045 3,248 18,701 31,943
Prlit | {loka) Bilons impained sl . ) . ‘
expense and Income tax 18.030 8718 8,437 i1.206)  (14981) 19,906
Impaired dsse anpinis 756 -1ks (255 3880 - 5.254
Operating profit / (koss) 17,274 L0 ) 0,7 (& 2T6) {14,581} 14,652
Shawe of cquily Beouriad Frnkiae's paofil - - = - 248 245
Prodit / {loss) balone income tax 17,274 8,540 8,736 (5,276} {14,735) 14,898
o Ny EpeeE . . . . 4,954 194
Proilit / {less) or the periad 17274 B2 8,738 (5.276)  {18,939) 10,704
Total assels 280,183 S0 Aol &B0 572 143217 214578 230147
Tedal laDilithes e v . T 1,568 833 1,568 533
Todal equity . . . . 380,614 350,614
Agidited - 12 monlhe ended Jun 2013
Brl imieres! inoome 44 380 25418 22,810 67 1,87 a5 454
Mai oparaiing wase incoma £ 151 = 5174
Pl Difudr PComE a2 ] 4% 2,860 1,443 8,255
Hel oparating income 50,153 15.TH 23,859 4827 333z 106 88T
Salbng &nd AOMINESIERTSN e 11,686 & 554 6,182 12,438 34,187 70,347

Profit / {loas) befone impaired aaset

T i L !
SEPORSD A insomd IEAS 19862 16,707 (A1) {30,875 36,540

Impaied assel axpense 2.0 3,080 1885 18 582 . 22 827
Dwcronso in tak valee of irestimend propesties E . . £ 101 . 5,100
Cpprating prafil | (kasa) 35,687 16,502 16,902 [F9,304) {30,675) 8@z
Shawe of equity actounied investes’s prolil . . - . S 5
ﬁﬁﬂl!{lﬁgﬂ}mmu! 35 BHT 16 502 16,802 [!ﬂ.ml' {30,371} 418
Income 1ax Epanss - - - g 2,504 2,50
Prodit / {loss) for the year 5687 16502 16,802 (#3304} (2878 602
Todal aadals 987, 798 45477 456,647 107 438 403559 2,504 627
Todal linkilities - - - - 2134085 2134085
Total eguity - - - - ATN.542 Fh0, 543
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2013

5 Significant subsidiaries and interests in jointly controlled entities

Unaudited Unawdited Audited
Doc 2003 DOec 2012 Jun 2013

Signiticant subsidiaries Habare of busingss % held % haid %% held
Hanartland Bark Limited Financial parvicas 100% 100 100%
@ b8 subsianes:
BARAC Finanos Limited Finandal sanicos : . 100 100%
PG Wiightson Finance Limited Financal senacns ¥ : 100 100%
VS Pamed Limied Irrwis e property holding compamy 100% 100 100%
VFS Proparties Limieg rvsics Ermeier] progeity hokcing company 100% 100 100%
Haartland NI Trustes Limited Holdng company 100% 100 100%
Heatland Frasncial Senices Limited  Holding company 100 100 1004
arvd it jointly controllsd enlity:
RURALC JV Holdngs Limied Holding company B B 50%
i it subsadinny
MARAL Insirancs Limitsd LA ARG Blvicis ) S0 )

*0n 1 December 2013, MARAC Finance Limited (MARAC) and PGG Wightson Finance Limited (previously subsidiares. of the Bank]
wang amakgamabad inko B Banik,

Thiy Greap Rcluded Hoasland ABCGP Trust 1 (ABCF Trust), GBS Wasehowsa A Trusl, and Heamand Cash and Tom FIE Fund, salar 1o
Koty 17 - Spocial purposs enlitos.

& Mot interest income

Unaudied Unawdibed Audited
Emihiie &mthsio 12 miksio
Dec 2003 Dec 2012 Jun 3003

SO0 2000 S000
Inberesd income
Gash and cash esquivalenis and invesiments S5 1,858 5738
Fnanod moabias |2 R es] 100,552 197 999
Ml el ingcceme on Garivative linancial Fsinimants : 1,150 2614
Todal inlerest incoma 100,500 103,350 208,349
Inberes] pEpEnses
Fotnil deposits 41,197 46659 94,198
Bank g saicuniissd Domowinga 6,599 8,831 16,697
el ireres] axpanse on dervalive Francal nsirements 368 - -
Tedal inleres! expenss 48114 56,520 110,895
Het Imieresi Income 52,386 A8, TED a5,454

Inchudnd within the Group's inlest ncoms on finance recewabies s §1,720000 (Decembar 2012; §1.380,000c Juns 2013
E2.501.000) an indhidually impained aisels.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS

For the six menths ended 31 December 2013

7T Selling and administration expenses

L[]

S0 200 SO0
Personnel esperses 17670 16,673 Tiaan
Dirpciors” loas 32 421 26
LD MNARRCR 306 30 Tk
Hiazhl ok 23 5 41§
Supt related loeg B m 10
Amartisaion - intangible assols B4 512 1226
Dopreciation - proparty, plant and eguipment &3 354 M4
Oparating lease supansa as A essee a1g BE2 1,651
RECL Agresmant less 1,900 T.700
Legal &nd prodesaional beis 2144 1,673 3631
Dthesr Gperabng exparmes BE13 B, %00 20315

Todal ssiling and sdministration expenses

At 11 5408 70,347

duscht related fees include professonal fees in connection with REME reporing and other reguiationy compliance, accounting advice and

FIVARRY WO COMmpgngd

Impaired assel expense

Unaudited Unawdited Budited
Emihsio &mbhsto 12 mihs 1o
Dec 2013 Dec 2012 Jun 2003

HUTE $000 £000 009
Individually impared ST dpands 12 51 3Am 13,1
Colocthely impained assets expansa 12 i1 B06) 1,543 9428
Todal impaired nsset expense 3,325 5,254 22,527

Earmings per share

Thes caloutason ol baais and dilied aamings of 42 par ghare 81 31 Decembes 2003 (31 Decambsar 2012 T peir ahars: 10 Juns 2013:
¢ pa ghany) & Dased on the prolit Ior the paeisd of S16.7.26,000 (31 Decamibar 2012; $10.704 000, 30 Jume 2003 $6.912,000), and a
waighind average numbss of shares on issse of 350,587 423 (371 December 2012 353,703,975 30 June 2013: 3583, 703,975).

Dividends pald

On 4 Ceobesr 2013, the Company pasd a diidend of 2.5 obnte par share, tolaling $8.7 milion {31 Decaembar 2012 5.9 milian; 30

Juns 2013; §13.8 millon).
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2013

i1 Finance receivables

Unaudited  Lnawdited Audiled
Dec 20013 Dec 2012 Jun 2013

Haor-securilissd
Mot al loas] ) days past due nor impdned 15775008  1,88000%6  16BT 480
Al nast B0 days past due 183a7 47 BAE 24 837
Indendualy mpased £3.100 45 402 &4.3
Fastruciund assols 3,994 5 .05 3,568
Grods linsnce iecivablas 1,653,080 1,795,582 1,785,184
L proriBan B i Daimin 33,570 26.801 40,786
Total mon-securilised finance receivables 1850 1M 1,T35.300
Securitised
P Al laast B0 s DR U NoF ImEned 265 354 275 214 273 922
Al sl 9 days past due 1.1 1,458 1,781
Indevicually impaded - & -
Groas finance receivables kAT 278,708 275683
Lt proveisson Sor impaimsnt G35 (7] 08
Total securitised finance receivables 335,340 276,032 74878
Total
Medfar al loasl B daye paet due nor imdaned 1863452  1,904.5610 1981 402
AL as! B0 Gy pas dus 19,518 46,173 o6, 508
Indendualy mpased £3,100 45,418 .30
Bestruciund assols A.554 5058 3 BEE
Greas Ninence recaivablas 1,940,064 2072370  30B0.BET
Ly DioriBan Aol T Daiml 12 .24 2T ATT 5040
Total namce receivables 1905050 2044793 2010378
12 Provision for impairment
Pronvision Tor ingividually impaired assets
Opaing indihidizal Impalmmss .53 19,354 19,304
IFnpairmact koas tor e panod
= change for the pewiod 510 LN 1310
: RECL rooovery . . a.805
reCovenes ] 18 162
= wiby oty (7513 {4,079 6,679
- et of dacoursng {1,104y (B4 {1,257
Closing individual impainment 20,850 18,350 34 830
Provision for collectively impaired assots
Opaning colecive imparmant 15,961 B.032 a,0az
InpaEmaea koas o7 thl phnod
- [ercht) f chuwge hor the peried {1.608) 1,643 0426
- RECL risgcwisry - - 218
- assemed on acquisition ol loans LF | . =
« TRV NINS T4 157 268
= Wil ity (1.523) [T45) {1,981)
Cloging collective Impalrmant 13255 8,087 15,861
Todal provision for impalrment a4 27 ATT 50,491
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six menths ended 31 December 2013

13

Borrowings
Unsudited Unawdibed Audited
Doc 2003 Dec 2012  Jun 20013
Daposts 1805054 1870756 1 E3REGID
2018 Subordinated Bond 3355 . -
Sgcuritised borowings 2ET 545 264 280 258 934
Teial borrawings 2076968 1935416  2.097.553

mmgmmzmmmn unsscured. Imeestors in ABCP Trust rank sgualy with aach ofher and ans Sscunsd
owed The Seourmised assols of That nust

Thee Growun has secuntised bank tnclBes iotding S400 milkcn, oll in nelabon to the ASCP Trust. This secuniiisation faciiify maiunes on 7
August 2014, Tha laclises ane drawn Dy $268 milion [December 37012: 284 mdion: June 2013 5255 milion).

Share capital
Ther share capital refecied in the follneing nobe represents the share captal of e Company.

Az a nesult of the amalgamaton of MARAC on 1 Decombar 2013, the snverse Scquisiion accounting crginally appiod whan thae
Company was formed was unwound. The etfec of this unwinding is that from 1 Decembar 2013 the Geoup's shase capital reprosonts
ol the Company.

COMPENTY
Humber of shanes

Unaudited LWnnwdibed Audited
Dec 2013 Dec 3012 Jon 2003

100 000 ]
Issued shanes
Opening balance 88,704 388,704 388,704
Devadand renvasimand plam 851 . .
Closing balanos 392,555 388,704 BB, 704

Gn 3 Ociober 2013, the Company isssed 3)550 604 noew shanes at 52,5 conts per shany under the Dividend refrvesiment plan. Tha
shanes hnté equal woling rights, rights to drvidends and distrilailions and do not hinee & par wakie.
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six months ended 31 Decembar 2013

15 Reconcilialion of profil alter lax 1o net cash llows from operaling activities

Unaudited Uhnawdited Audiled
Emihsie Smthsbo 12 miks 1o
Dec 2013  Dec2012  Jun 203

000 5000 L]
Proif for the period 6, T8 10, T 6012
Agd | (s non-cash BEms:
Dpraciabcn and AmcelBalion @epanss 1,104 BEE 1,040
Changas in fair value of imaetman] propamias - . 5.1
impaied assel axpanss 3,325 5,254 22,527
Delered tax benafi 4918 (]| B, 244)
Darivatve Anancial instrumants rovaliston [2aay i -] 1,108
Accrualy 1,066 [340) (HIE)
Total mon-cash inms 10,185 6,572 21,588
Agdd [ (less) movements in working capital e
Other asseds 258 {0,024 G032
Cairresnit tnx 3,128 3804 8,494
Othes Eabiktas (1. 9404 [BEE) (2,337
Tetal movermints in working capital iems 4811 1,814 12179
Het cash flows from operating activities belore
movemaenis in linance receivables and operating lease vwehicles 2,100 16,050 B05TS
Mosaman| in oparatng Bass vehiciss 484 191 215%
Wicrrngn| in nands fecenabies 93,1682 30,06 25,804
Haol cash Mows from aperating sctivities 115,766 48307 68,728

16 Related party transactions and balances
(a}  Tronssctions with rolased panios

The Growp provided administalive assistancs o MARAC Insurance Limied (a wholly owned subsidiany of MARAC JV Holdings Limied
of which the Company holds a S0 jeinl werturg intésas! with the Mew Zealand Awomobdls Associaton) and mneceed insusance
comenascn bom MARAD Insumncs Limied, RMARAC Insgancn Limded also invasted = the Group's deposts,

Unauidaed  Wnnsdived Auditpd
Gmihate Gmthabe 12 miks o
Dec 3013 Dec@0id  Jun 3003

N0 00 BN

Transasctions with related parties

Lending and credd fee incoma 108 ] nz
Cthae o 188 180 335
sl aapanss {11} . {4)
Total ranaactions wilh other related paies 283 =] 643

Unaudited Unawdibed Audited
Do 2013 Dec 2012 Jun 20013

Due to related parties
MARAG Ingumnce Limind 500 : 500
Total dun b related partien 500 - 500
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MNOTES TO THE INTERIM FINAMCIAL STATEMENTS
For the six months ended 31 December 2013

16 Related party transactions and balances (continued)
(b} Transsctions with key management personned

Ky managemsni paescnngl, baing dnecioes ol v Company and Those siall eporng dgcily 10 e Chigl Espcuivg OfEcar and thas
irmesisdiate ralatived, have ranshcted with the Group during the year a8 fallows.

Unaudited Unawdited Audiied
Gmihate GEmthsto 12 mitha 1o
Dec 2013 Dec 2012 Jun 2003

Iapnaal incoeng o6 - N
Fermal aopenss [EH (18] {28)

Unsudied Unaudibed Audned
Dec 2043 Dec 2012 Jun 2003

Finanoh mobhabiag T48 > =
Beoerowrags - dipois 15,071 426 a2s

17 Special purpose entities

Heariland Cash and Term PIE Fund
The Gegup conirgds the opeiations of Hearnland Cash and Term PIE Fund (PIE Fund), & postiols mmeesimani band thal mvests in tha
Group's deposits. vestments of the PIE Fund ane represented as fallows:

Unaudited Unawdited Audited
Dec 2003 Dec 2012 Jun 2013

Depasits sourced fram Mew Tealand 41.504 1.136 43224

Meartland ABCP Trust 1
Thir Grown has secunitiesd 6 pool of recoivables compeiing commaerzial and meator vohicla lsans 1o the ABCP Tl

CBS Warohouse A Trust (CBS Trusi)

Price 80 15 Auwgust 2003, the Group had securilised a pood of moskabies comprising residontial mongages 1o the GBS Trast On 31
duty 2013, the Group cancallad 350 milon of the GBS Truals 5100 millon securilisation tacilty. Dn 15 Augus] 2013, the remaining 550
milign CBS Trus! tadity was cancelied ard all of tho recokables in the CBS Trust wore soid badk 1o the Bank. The CBS Trus! wil
ramain dormant for the lorassasbie futune.

Ther Geoup Substsriially retaing the credil risks and rewards associaled with the securilised assets. and corfiness 1o ecognise thess
a55008 and BEA0CHNET DoMowings o The Inerim Silalarmin] of Financal Posiion. Dospls thid peossnialan in the nkdem lnancal
slatements, The loans soid e Trasts ane sot askde for the benedt of iInvesions in the Trusts and ane represanted as lolows:

Unaudited Laawdited Audited
Dec 2013 Dec 3012 Jun 3003

2000 000 ___1

Cash and cash gquivalents - sacurnlsed T.960 16,574 11,588
Fnanoh mcohabiog - sacurilaad TEE 34 276032 274078
Bormowengs - Sicurfised [FETE45) (2640800  (258.0834)
Derivatree inancial assel - securitsed 14544 . -
Dprivateee financial KablSes - securitsed ' [TE4] 309
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six months ended 31 December 2013

18 Fair value
The following methods and assumplions wene used b estimabe the fair value of each class of financal Asset and Eabilty.

Finmnce receivablos
Thiy fair waluse o the Groag’s linanos mcenabies i caloulated ving & valaaion techragus which aisurrss curant markal inlenis! rales

fowr loans of a smilar rature and lem

The currendt average markel male used 1o i value Bnance recskmablos with a fosd inlensst mbs s 9.46% Finance recshmbles with a
Eoating interes] rate ane desmied 1o be 1 cumen] markel rales. The curent amount ol credit provisioning has been deducied from The
tair value calouation of finance receivables as & proxy i fulung kases. Frepayment rales hine nol been Tactoned into the Gar vake
calculation as thay ane nol deamad 10 be matedial

Investmanis

Irrvesimeents in public sechon Securities and corporate bonds are classfied as being avalable for sale and are Stabed at laic value ke
impairmant, with the fair vales being based on guoted market pricss [Level 1 wnder the laic value hisrarchy] or modelled wsing
ofrarvalibe markel inputs (Léwel 2 prded e Lar viales Fascachy).

Other nancial assets and liabaities

Th fair walue of &l gther Snancial 53eis and kablses & consalerad equivalan 1o thedir carmying walue dus 5o T sharl Dam rasun.
Dprhvaiieg Roms

Th fair wabug of inbones] mig conirscs & modelad using ctanrmble markel inpuls (Level 2 undar the lair vakue hismechy)

Borrowings

The fair vaise of deposits, bank bomowings and ot bormewings is the present value of fulure cash fows and is based on the oument
markit inienest rains payatis by the Group 1or debt of similar maturities

Firuancial Total
Hadd for  Lomns and  Avallable Habilitles af Carrvien Tuotal Fair
trading receivables Tor eale  amortised Vahas

coal Valiig

$000 000 000 S000 2000 0050
Decombar 2013
Cash and cash equialonts : 178,233 . : 178,833 178,533
Frwggimagnis : : 255,437 : 255,427 255437
Financs recaiabias < 1,818510 - < 1,818510 18186800
Finanos recehablag - securilned - b - - 288, 140 280 540
Darvatve Anancial assets 1,770 . . : 1,770 1,770
Other financial assets E.0T8 B.OE 6,008
Teial fnarcial nassts 1,770 2,080,451 255,427 = 204T.ESE 3340849
Bosmewings - - - 1800323 1.60032F B4
Boerowings - scurtissd - - - T 5a5 267, B45 26T 45
Other financial kabiktes E . . 15 534 16,854 16,854
Tedal finamncial liabilities = = + 2093862 2.093.852 2,088,552

19 Contingent liabilities and commitments

Unaudited Unawdited Audited
Dec 20013 Dec 2012 Jun 2013

Letiors of credit, gussaniees and performance bonds 4,158 B.348 5,033

Tedal contngeni Babllisies 4,155 B,358 5033
Undrawn lacies avalable 16 cusiomers 121,760 T 242 108,702
Caonditionsl commatmsnts o fund al hatene dates 0,08 45 448 AR 420
Tedal commilinents 181,851 151,680 155,130
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NOTES TO THE INTERIM FINANCIAL STATEMENTS
For the six menths ended 31 December 2013

20 Evenls alter the reporting date

On 14 Fedruary 2014, the Company enored into a Sale and Purchase Agreement with Seniors Money intemational Limited for the full
scqpaistion of its Mew Zealand and Australian Home Equity Release mongage businesses, with an especied acguesiion date of 1 Apail
2014,

The acquisiion advances mmwm::mmﬂmmmmﬂm the Household, Butiness and Pural Secices whang
it can obtain a market leading postion.

The Comparry will acouing the Santingl Mew Zealand and Ausiralan Sences Finganca DUSnsSses, inciuding Thed sespective mongage
porticlios with @n aggregaln asse! valuse of approomalely $760 milion as at 31 Decembar 2013, Kor the tofal considembion of $87
million

This congideration of §57 millicn is being funded by the Compamy:

« T the gedent of $48.3 milign, in cash. The Company |8 conduciing o capital enising of $20 milkon (515 millicn of which will be
raged theough the ssue of 17 milion Hearllend New Zealand Limiled shares to insfiluions, and &5 milion of which will be raised
thrgugh A Hoardand Mew Zoaland Limied undarwrition sham purchase plan). Tho balancs of tho $48.3 milkon will ba furdpd
with existing cash heid; and

« 30T milion by issuing 43 milion Meariand New Zealand Limisd shares 1o the vendor 31 a price of $0.90 each |sulect 10 a
minimum 12 monih lock-up SSCITW ETANZMENT],

Thord have B nO Ci Manieinl dvarts suDSBOQUENE B0 NOEOAING ald Tl would aSec o iMDpEealon of e nserm fnancal
Aiabamants or e pformance of e Group.
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Independent auditor’s review report

To the shareholders of Heartland New Zealand Limited

We have completed a review of the interim financial sialements on pages 7 1o 21 in accondance
with the Review Engagement Standard RS-1 issued by the Extemnal Reporting Board. The
financial statements provide information about the past financial performance and cash flows of
Heartland Mew Zealand Limited and its controlled entities (the “Group™) and its financial
position as at 31 December 200 3.

Directors” responsibilities

The Directors of Heartland New Zealand Limited are responsible for the preparation of interim
financial statements which give a true and fair view of the financial position of the Group as at
31 December 2013 and the resulis of its operations and cash Mlows Tor the & month period ended
on that date.

Keviewer's responsibilities

It is oar responsibility to express an independent opinion on the imerim fnancial statements
presented by the Directors and report our opinion (o youw.

Basis of opinion

A review is limited primarily to engquines of Group personnel and analyvtical review procedures
applied o the financial data and thus provides less assurance than an audit. We have not
performed an audit and, accordingly, we do not express an audit opinion.

Our firm has also provided other services to the Group in relation to general accounting and
advizory, Subject to cerain resirictions, pariners and emplovees of our firm may also deal with
the Group on normal terms within the ordinary course of trading activities of the business of the
Cirpup, These matters have not impaired our independence as auditor of the Group, The firm
has no other relationship with, or interest in, the Group.

Review apinion

Based on our review, nothing has come (o our attention that causes us 1o believe that the interim
financial statements on pages 7 to 21 do not give a true and fair view of the financial position of
Ciroup as at 31 December 2013 and the results of its operations and cash flows for the & month
period ended on that date in accordance with WZ TAS 34 farerim Financial Repoviing,

Our review was completed on 25 February 2014 and our opinion is expressed as at that date,

KPM ¢

Aucklamnd
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