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Important notice

The presentation and the briefing (together the Presentation) contain summary information only, 
which should not be relied on in isolation from the full detail in the Financial Statements.

The information in this presentation has been prepared with due care and attention, but its 
accuracy, correctness and completeness cannot be guaranteed. No person (including the 
Company and its directors, shareholders and employees) will be liable to any other person for any 
loss arising in connection with this presentation. No person is under any obligation to update this 
presentation at any time after its release or to provide further information about Heartland.

This Presentation contains forward-looking statements and projections. Such statements involve 
known and unknown risks and uncertainties that may cause Heartland’s actual results, 
performance or achievements to differ materially from any future results, performance or 
achievements expressed or implied by such forward-looking statements. Forward-looking 
statements are based on numerous assumptions regarding Heartland’s present and future 
business strategies and the environment in which Heartland will operate in the future that may not 
prove to be accurate.

The information in this presentation is general in nature and does not constitute financial product 
advice, investment advice or any recommendation. Nothing in this presentation constitutes legal, 
financial, tax or other advice.

Non-GAAP measures

This presentation includes certain non-GAAP financial measures, including underlying profit/loss, 
underlying ROE, underlying CTI ratios, underlying impairment expense ratios, and underlying EPS.

FY2026 underlying results exclude transaction costs, the impact of the Heartland Bank Australia 
Reverse Mortgage commissions accounting methodology update, fair value changes on equity 
investments held and other one-off non-recurring costs, allowing for easier comparison of financial 
performance across reported periods. Non-GAAP financial measures do not have standardised 
meanings prescribed under NZ GAAP and therefore may not be comparable to similar measures 
presented by other entities. They should not be viewed in isolation or as a substitute for measures 
reported in accordance with NZ GAAP. 

Reported results are prepared in accordance with NZ GAAP. Underlying results are non-GAAP 
measures that adjust reported results to exclude one-offs. These adjustments affect measures 
including NOI, OPEX, NPAT, NIM, EPS, ROE, CTI ratio, and impairment expense ratio. 

A reconciliation of FY2026 and FY2025 reported results to underlying results is set out on page 7 of 
this presentation.  Refer to page 6 for a detailed comparison between FY2026 and FY2025 reported 
and underlying financial information.

Non-GAAP financial information presented in this document has not been reviewed by 
PricewaterhouseCoopers, Heartland’s external auditor.

Review status

All amounts are in New Zealand dollars unless otherwise indicated. Unless otherwise stated, 
financial data is as at 30 June 2026. Any other financial information provided as at a date after 30 
June 2026 has not been audited or reviewed by any independent registered public accounting firm.

This presentation has been prepared by Heartland Group Holdings Limited (NZX/ASX: HGH) 
(the Company or Heartland) for the purpose of briefings in relation to its Financial Statements.

Disclaimer and non-GAAP measures
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FY2026 summary

Note: See page 2 for a definition of underlying financial metrics. Refer to page 7 for details about FY2026 and FY2025 one-offs. All comparative figures and percentage increases or decreases are against FY2025, unless explicitly stated otherwise.

Heartland met all underlying FY2026 guidance metrics, delivering an improved ROE and turnaround in 
profitability, driven by margin expansion and strengthened asset quality – establishing a strong 
foundation to support its next phase of growth.

• NPAT of $93.2m. Underlying NPAT of $90.4m, up 
from $46.9m.

• ROE of 7.3%. Underlying ROE up 286 bps to 7.1%.
• Average NIM of 3.95%. Average underlying NIM 

expanded 36 bps to 3.98%. 
• OPEX of $196.0m, and CTI ratio of 54.1%. Despite 

underlying OPEX increasing $12.2m (6.7%) to 
$193.5m, the underlying CTI ratio improved 155 
bps to 54.6%. 

• Impairment expense ratio decreased 55 bps to 
0.45% as Heartland Bank significantly 
strengthened its asset quality, including clearing 
all Motor Finance arrears >180 DPD.

• Reverse Mortgages for both Heartland Bank and 
Heartland Bank Australia continued to perform 
well, with Receivables up 16.8% and 19.7% 
respectively.

• Heartland Bank’s Rural portfolio delivered strong 
Receivables growth of 10.8% . 

• NSA realisation programme has successfully 
concluded.

• Technology transformation programmes 
reached key milestones with the launch of 
Reverse Mortgages onto the new platforms.

• In June 2026, Heartland announced the proposed 
merger of Heartland Bank and TSB to create a 
New Zealander challenger bank of scale, with a 
regional focus.

• Final dividend of 3.5 cps.

Overview
FY2026 underlying 
financial metrics

Heartland

Guidance Result

NPAT ≥$85.0m $90.4m

ROE ≥7.0% 7.1%

Average NIM >3.90% 3.98%

Exit NIM >3.95% 4.08% 

OPEX <$195.0m $193.5m

CTI ratio <56.0% 54.6%

Impairment expense 
ratio <0.45% 0.45%
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Note: See page 2 for a definition of underlying financial metrics. Refer to page 7 for details about FY2026 and FY2025 one-offs. 
1. Reported OOI includes fair value gains/losses on investments and the change in accounting methodology for Heartland Bank 

Australia Reverse Mortgage commissions. 
2. Refer to page 7 for details about one-offs in the periods covered in this investor presentation.

3. NIM is calculated using monthly average interest earning assets, a change from prior periods which used  a spot-to-spot June 
average. 

4. Impairment expense as a percentage of average Receivables.  
5. Receivables also includes Reverse Mortgages.
6. Including the impact of changes in FX rates.

Group financial results

8m NZ, Reported Underlying Reported v Underlying

FY26 FY25 Movement FY26 FY25 Movement FY26 FY25

Financial 
performance

NII $337.9m $307.3m  $30.6m 10.0% $340.3m $307.3m  $33.0m 10.7% ($2.4m) -

OOI1 $24.0m $15.6m  $8.4m 54.1% $14.0m $15.5m  ($1.5m) (9.8%) $10.0m $0.1m

NOI $361.9m $322.9m  $39.0m 12.1% $354.3m $322.8m  $31.5m 9.8% $7.6m $0.1m

OPEX $196.0m $192.5m  $3.4m 1.8% $193.5m $181.3m  $12.2m 6.7% ($2.4m) $11.2m

Impairment expense $33.5m $71.6m  ($38.1m) (53.2%) $33.5m $71.6m  ($38.1m) (53.2%) - -

GFV provision - $1.5m  ($1.5m) (100.0%) - $1.5m  ($1.5m) (100.0%) - -

Tax expense $39.2m $18.4m  $20.8m 113.0% $36.9m $21.5m  $15.4m 71.9% ($2.3m) ($3.1m)

NPAT2 $93.2m $38.8m  $54.4m 140.3% $90.4m $46.9m  $43.5m 92.7% $2.8m ($8.1m)

NIM3 3.95% 3.61%  34 bps 3.98% 3.61%  36 bps (3 bps) (0 bps)

CTI ratio 54.1% 59.6%  (548 bps) 54.6% 56.2%  (155 bps) 45 bps 340 bps

Impairment expense ratio4 0.45% 1.00%  (55 bps) 0.45% 1.00%  (55 bps) 0 bps 0 bps

ROE 7.3% 3.2%  411 bps 7.1% 4.2%  286 bps 19 bps (100 bps)

EPS 9.9 cps 4.1 cps  5.8 cps 9.6 cps 5.0 cps  4.6 cps (0.3 cps) (0.9 cps)

Jun 26 Jun 25 Movement

Financial
position

Liquid assets $1,200m $1,135m  $65m 5.7%

Receivables5 $7,804m $7,156m  $648m6 9.1%

Borrowings $7,947m $7,355m  $592m 8.0%

Equity $1,337m $1,219m  $118m 9.7%

Equity/total assets 14.3% 14.1%  17 bps

• Movements in FX rates contributed $2.6m to NPAT relative to 
FY2025. 

• Excluding the impact of changes in FX, Receivables grew 3.9% 
from FY2025.
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1. See page 2 for a definition of underlying financial measures. Refer to page 6 for a detailed comparison between reported and underlying financial information. 

Reported vs. underlying results

The difference between reported and underlying results in FY2026 was $2.8m.

FY2026 FY2025 Comments
Reported NPAT $93.2m $38.8m

‒ De-designation of derivatives - $1.1m

‒ Fair value changes on equity investments held ($3.1m) ($1.6m) Benefit from Harmoney (equity 
investment sold in Sep 2025)

‒ Reverse Mortgage commission accounting methodology update (HBAL only) ($4.5m) - Refer to page 33

‒ Other non-recurring income - $0.5m

Net operating income (NOI) ($7.6m) $0.1m

‒ Transaction costs related to the proposed merger of Heartland Bank and TSB $5.5m - Refer to page 10

‒ Reverse Mortgage commission accounting methodology update (HBAL only) ($3.5m) - Refer to page 33

‒ One-off regulatory assurance costs arising in relation to the acquisition of (now) Heartland Bank Australia - $1.5m

‒ One-off staff exit costs - $7.3m

‒ Other non-recurring costs $0.4m $2.3m

Operating expenses (OPEX) $2.4m $11.2m

Tax impact $2.3m ($3.1m)

Underlying NPAT1 $90.4m $46.9m

• Going forward, Heartland intends to present its financial results on a reported basis only. Any exceptional items will be disclosed where applicable.
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Note: Retained earnings include current reported NPAT.
1. The Banking Group includes all of Heartland Bank’s subsidiaries, including Heartland Bank Australia and Marac Insurance.
2. The RBNZ has confirmed that banks may apply any of the new standardised credit risk weights from 1 October 2026. The first 

annual step change in capital ratios is also taking place on 1 October 2026.

3. Including ordinary internal buffers. 

Heartland capital movement $m Capital ratio

694 

6 (52)
93 71 

721 

451 
571 48 
16 26 
29 1,219 

1,337 

Jun-25 Share capital Dividends Retained
Earnings

Reserves Jun-26

NZ Banking AU Banking NSA Heartland Group

14.4% 16.6%

2.3%
2.7%

16.7%
19.3%

HBL Banking Group
(June-26)

HBAL Banking Group
(June-26)

CET1 Tier2

Heartland remains well placed to cater for organic growth with excess capital held across the group.

• The RBNZ’s final capital settings announced in December 2025 are expected 
to have several benefits to Heartland Bank. Separately, effective 1 March 
2026, the RBNZ reduced Heartland Bank’s transitional capital overlay from 
2.0% to 0.5%. See page 22 for more detail.

• In FY2026, the NSA realisation programme released $31.7m of capital, which 
has been reallocated to fund growth.

• As at 30 June 2026, the Banking Group1 holds approximately $110m of 
regulatory capital in excess of expected regulatory requirements. 

Applying Heartland Bank’s expected risk weight changes2 to the 30 June 2026 
balance sheet, the excess is approximately $160m.3

• Once the expected risk weight changes are embedded and the proposed 
merger of Heartland Bank and TSB is completed (subject to satisfaction of all 
MIA conditions), Heartland intends to allocate excess capital towards 
opportunities that support scale, growth and improved shareholder returns.
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NSA realisation progress

Note: NSAs are primarily NZ assets that are outside of Heartland’s core lending strategy, or do not deliver threshold ROE. 
1. Includes Online Home Loans and old residential mortgages.

Heartland’s NSA realisation programme has successfully concluded, with a 94% recovery rate.
• As at 30 June 2026, the residual $94.0m NSA portfolio included:

• $38.1m of Home Loans scheduled to run down
• $39.2m of Rural and Business Receivables, all on exit plans and well 

provided for
• $16.7m in property and equity investments, with realisation efforts 

continuing. 

• Since 30 June 2026, the Properties NSA has been successfully realised.
• From 31 December 2024, when Heartland began NSA reporting, to 30 June 

2026, the total value of NSAs reduced by $374.2m, creating $41.6m of available 
capital.

• Heartland no longer intends to report on the NSA realisation programme as 
the residual portfolio is no longer considered material and has returned to 
business-as-usual management.

2Q25 3Q25 4Q25 1Q26 2Q26 3Q26 4Q26 FY27+

$m

NSA realisation progress

Total ($m) Actual Capital ($m) Actual Total ($m) Estimate Capital ($m) Estimate

Outstanding balance
Asset NZ($m) 30 June 2025 30 June 2026

Rural Relationship Total ($m) 112.0 25.2
Capital ($m) 17.1 4.2

Business Relationship Total ($m) 47.8 14.0
Capital ($m) 6.9 1.9

Home Loans1 Total ($m) 171.7 38.1
Capital ($m) 10.2 2.9

Properties Total ($m) 16.2 7.5
Capital ($m) 2.6 1.2

Investment Properties Total ($m) 4.4 3.9
Capital ($m) 0.6 0.5

Equity Investments (NZ) Total ($m) 7.0 0.1
Capital ($m) 4.5 0.1

Equity Investments (AU) Total ($m) 5.7 5.1
Capital ($m) 5.7 5.1

Total NSAs Total ($m) 364.8 94.0
Capital ($m) 47.6 15.9
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Proposed merger of Heartland Bank and TSB

The proposed merger will create a New Zealand challenger bank of scale with a regional focus. 
• On 2 June 2026, Heartland announced it 

had entered into a conditional merger 
implementation agreement with Toi 
Foundation Holdings Limited and Toi 
Foundation to acquire from Toi Foundation 
all TSB shares on issue for an aggregate 
consideration of $620m. 

• Immediately following the acquisition, 
Heartland Bank and TSB will merge.1

• Recognising each bank’s long history and 
deep connection to regional New Zealand, 
the merged bank will be called TSB 
Heartland Bank.

• The expanded Heartland Group will retain 
its existing specialist product focus across 
New Zealand and Australia, enhanced by 
full-service banking capabilities in New 
Zealand.

Diversified and differentiated product set 
Creation of a full-service capable bank with a cost-effective funding base and lower risk-
weighted product portfolio, differentiated by its specialist product offerings. 

Significant shareholder value creation 
Expected through increased scale, improved operating leverage and estimated ongoing cost 
synergies of approximately $34m per annum before tax once fully realised.2

Continued regional focus and nationwide presence 
It is intended that Taranaki will remain a key operational hub for customer-based banking 
services, including maintaining a local branch network and customer-facing roles. TSB 
Heartland Bank also intends to retain Heartland Bank’s existing nationwide presence.

Scale drives efficiency opportunities 
Greater scale and product diversification are expected to improve financial efficiency and 
resilience by providing the ability to leverage a higher fixed cost base across a larger portfolio, 
particularly in relation to the cost of technology and compliance. 

1 Heartland Bank will be the surviving entity following completion of the Proposed Transaction.
2 Estimated synergies are management estimates prepared for transaction evaluation purposes and are forward-looking. Cost 

synergies (~$34m p.a.) represent expected annual pre-tax run-rate benefits anticipated to be progressively realised within three 

years post-completion, subject to execution risk, regulatory requirements, market conditions and final integration design. Synergy 
estimates have not been audited and may differ materially from actual outcomes. 
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Proposed merger of Heartland Bank and TSB

With a materially increased scale and diversified product set, TSB Heartland Bank will have an 
enhanced ability to serve customers throughout their financial lifecycle.

1 Heartland Bank’s lending portfolio also includes Home Loans and Unsecured Lending portfolios in addition to core product 
portfolios. Home Loans and Unsecured Lending are winding down.

2 Business Finance includes Asset Finance and Business Relationship.
3 Includes credit card balances and other retail lending (including personal lending which is no longer accepting new applications).

4 As at 31 December 2025 for Heartland and TSB per the RBNZ Banking Dashboard. Heartland Bank’s Receivables include NSAs.
5 Pro forma combination.
6 Including Heartland Bank’s Unsecured Lending portfolio which is winding down.

New Zealand5 Australia Heartland Group5

C
or

e 
le

nd
in

g 
pr

od
uc

ts
1

Home Loans   44%

Reverse Mortgages    25%

Motor Finance   11%

Commercial Property   7%

Rural    7%

Business Finance2   5%

Personal3   1%6

Receivables4 NZ$12.3b A$2.5b NZ$15.1b

Total assets4 NZ$15.1b A$3.1b NZ$18.3b

Funding4 NZ$13.0b A$2.7b NZ$16.1b

Regulatory capital4 NZ$1.5b A$0.3b n.a.

Receivables %

The acquisition of TSB provides 
requisite scale in New Zealand 

home loans which Heartland has 
been unable to achieve organically

• The table above uses financial reporting for both Heartland Bank and TSB as at 31 December 2025, being the most recent date to which publicly available financial 
information is available for both banks on a comparable basis.
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Proposed merger of Heartland Bank and TSB timetable

The Proposed Transaction remains subject to various approvals. Subject to satisfaction of the Toi 
Foundation trustee approval condition, Heartland’s shareholder meeting to vote on the Proposed 
Transaction will be held on 30 September 2026. 

1 Residents are defined as any people residing in the Taranaki region.
2 Subject to Toi Foundation trustee approval.
3 Prior to 1 December 2026, TSB is permitted to pay to Toi Foundation dividends of an equivalent amount to those declared or paid by 

Heartland in the same period, based on the relative values of TSB and Heartland and, if the merger implementation date is delayed 

beyond the 1 December 2026 target, TSB is permitted to pay to Toi Foundation a dividend of up to $2.4m per full calendar month (pro-
rated for any partial month) from 1 December 2026 to completion, in each case funded solely from TSB’s NPAT generated during the 
relevant period.

Key event Indicative timing
Confirmatory due diligence completed and conditions satisfied Completed

Warranties and indemnities insurance obtained Completed

TSB FY2026 financial results Completed

Toi Foundation community consultation period with Taranaki residents1 Completed

Heartland FY2026 financial results Completed

Outcome of Toi Foundation trustee decision due August 2026

RBNZ application submitted2 August 2026

Notice of Meeting dispatched to Heartland shareholders2 August 2026

Heartland shareholder meeting to vote on proposed transaction2 30 September 2026

Targeted merger implementation date2, 3 December 2026
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8.2 7.4

0.4
4.9

7.8
6.1

4.6

4.7

16.0
13.5

5.0

9.6

FY23 FY24 FY25 FY26

Interim Final

12.1% 10.2%
1.9%

7.3%

10.9%
9.8%

6.0%

6.8%

11.9%
9.8%

4.2%

7.1%

FY23 FY24 FY25 FY26

1H 2H

Shareholder return

• Heartland has declared a FY2026 final dividend of 3.5 cps, taking the total FY2026 
dividend to 7.0 cps.

• Due to Heartland’s strong capital position:
• the payout ratio for FY2026 of 73% is in excess of Heartland’s target dividend payout 

ratio of at least 50% of underlying NPAT 
• the DRP will not apply to the final dividend. Shareholders who have previously 

elected to participate in the DRP will receive their FY2026 final dividend payment in 
cash.2

1. Total fully imputed dividends divided by the closing share price as at 19 August 2026 of $1.22.  
2. Information about the DRP is available on Heartland’s website at heartlandgroup.info/investor-information/dividends. 

3. Underlying ROE refers to ROE calculated using underlying results. 
4. Underlying EPS refers to EPS calculated using underlying results. 

3.5 cps Final dividend
up 1.5 cps vs FY2025

7.1% Underlying ROE
2H2026 6.8% vs 1H2026 7.3%

8.0%1 Dividend yield

Underlying ROE3

Underlying EPS (cps)4

https://heartlandgroup.info/investor-information/dividends
https://heartlandgroup.info/investor-information/dividends
https://heartlandgroup.info/investor-information/dividends
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NZ banking: FY2026 summary

Heartland Bank materially met its underlying guidance for all key financial metrics. NIM expanded on 
FY2025, asset quality materially improved and Heartland Bank saw strong Reverse Mortgage and 
Rural lending performance.

Growth
• Momentum in Reverse 

Mortgages saw growth of 16.8%, 
supported by the launch of a new 
marketing campaign, regional 
presence and product process 
improvements.

• Strong Rural growth of 10.8% was 
supported by Livestock Finance 
partnerships and an expanded 
regional footprint.

Quality
• NPL ratio improved 129 bps to 

1.92% through targeted Motor 
Finance activity and NSA 
realisation.

• Motor Finance arrears are at 
historical lows for Heartland Bank 
as it met its commitment to clear 
all NPLs >180 DPD. 

• The NSA portfolio reduced by 
$270.7m in FY2026, releasing 
$31.7m of capital and 
contributing to overall asset 
quality improvement. 

Efficiency
• Commenced the technology 

programme to improve 
operational efficiency and 
enhance customer experiences. 
Launched the first phase of 
Reverse Mortgages on the 
platform in June 2026. 

• The 1.5% transitional capital 
overlay reduction reflected the 
completion of integration 
activities in relation to Heartland 
Bank Australia, stronger trans-
Tasman oversight arrangements 
and an improvement in the 
overall risk profile of the Banking 
Group. See page 22.

FY2026 underlying 
financial metrics

NZ Banking

Guidance Result

NPAT >$45.0m $47.0m

ROE >6.0% 6.4%

Average NIM >4.10% 4.08%

Exit NIM >4.20% 4.15%

OPEX <$127.0m $126.9m

CTI ratio <56.0% 55.6%

Impairment expense 
ratio <0.70% 0.67%

FY2026 summary 
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Financial results

Note: See page 2 for a definition of underlying financial metrics. Refer to page 7 for details about FY2026 and FY2025 one-offs. 
1. Reported OOI includes fair value gains/losses on investments.  
2. Refer to page 7 for details about one-offs in the periods covered in this investor presentation.
3. NIM is calculated using monthly average interest earning assets, a change from prior periods which used  a spot-to-spot June 

average.  

4. Impairment expense as a percentage of average Receivables.  
5. Receivables also includes Reverse Mortgages. 
6. Equity excluding investment in subsidiaries. ROE is calculated as NPAT/average equity (excl. investment in subsidiaries).
7. Total Assets excluding investment in subsidiaries.

Reported Underlying

FY26 FY25 Movement FY26 FY25 Movement

Financial 
performance

NII $206.8m $212.4m  ($5.6m) (2.6%) $206.8m $212.4m  ($5.6m) (2.6%)

OOI1 $19.0m $21.3m  ($2.4m) (11.1%) $15.8m $21.3m  ($5.4m) (25.2%)

NOI $225.8m $233.7m  ($7.9m) (3.4%) $222.7m $233.7m  ($10.9m) (4.7%)
OPEX $127.4m $131.8m  ($4.5m) (3.4%) $126.9m $128.1m  ($1.2m) (0.9%)

Impairment expense $30.4m $68.8m  ($38.3m) (55.7%) $30.4m $68.8m  (38.3m) (55.7%)

GFV provision - $1.5m  ($1.5m) (100.0%) - $1.5m  ($1.5m) (100.0%)

Tax expense $18.2m $9.7m  $8.5m 87.1% $18.3m $10.7m  $7.6m 71.4%

NPAT2 $49.8m $21.9m  $27.9m 127.4% $47.0m $24.6m  $22.4m 91.3%
NIM3 4.08% 3.91%  17 bps 4.08% 3.91%  17 bps

CTI ratio 55.1% 56.4%  (134 bps) 55.6% 54.8%  79 bps

Impairment expense ratio4 0.67% 1.40%  (73 bps) 0.67% 1.40%  (73 bps)

ROE 6.8% 3.0%  379 bps 6.4% 3.4%  302 bps

Jun 26 Jun 25 Movement

Financial
position

Liquid assets $472m $570m  ($98m) (17.2%)

Receivables5 $4,589m $4,710m  ($121m) (2.6%)

Borrowings $4,402m $4,660m  ($258m) (5.5%)

Equity6 $735m $737m  ($2m) (0.3%)

Equity/total assets7 14.2% 13.6%  61 bps



Receivables

Reverse Mortgages and Rural1 delivered strong Receivables growth, while Motor Finance2 and 
Business Finance3 focused on asset quality and pricing for risk.

Receivables 
$m

Jun-25 Rural1Motor Reverse
f ma.-cA 2

Business Unsecured Jun-26
Finance^ -ijrKit'i^4

Home Business Rural
l nnn-.5

Jun-26

4,710 1,720 1,441 675 639 38 4,512 38 14 25 4,589

17
Note: FY2026 growth in Receivables by portfolio excludes the impact of changes in FX rates and intercompany balances. 
All figures in NZ$m. NSAs include loans in Business, Rural and Home Loans.
1. Rural includes Rural Relationship, Rural Direct and Livestock Finance loans. Excludes NSAs.
2. Motor Finance includes Wholesale Lending.

3. Business Finance includes Asset Finance and Business Relationship. Excludes NSAs.
4. Unsecured Lending includes Personal Lending and Open for Business which are winding down.
5. Home Loans includes Online Home Loans and Heartland Bank’s old residential mortgages portfolio that is in run down.
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4.13%
4.08% 4.11%

4.02%

4.15%

4.18%
4.06%

4.12%

4.09%

4.09%
>4.05%

4Q2025 1Q2026 2Q2026 3Q2026 4Q2026 FY2027
Outlook

Exit NIM Avg. NIM

Underlying NIM1

Average NIM

FY2025 NIM
Avg. 3.91%

FY2026 NIM
Avg. 4.08%

> 4.10%

FY2026 summary
• NIM benefitted from a low cost of funds 

throughout FY2026 due to lower funding 
requirements.

• Average NIM increased 17 bps to 4.08% 
despite challenging competitive conditions in 
Motor Finance and Business Finance. 

• The FY2026 exit NIM increased 2 bps to 
4.15%.

FY2027 outlook
• NIM is expected to remain stable through 

FY2027. The average NIM outlook for 
Heartland Bank is >4.05%.

4.08% 
3.91% (0.03%)

(0.80%) 1.00% 

FY2025 Liquids Gross Yield &
Portfolio Mix

Cost of
Funds

FY2026 FY2027
Outlook

Note: NIM is calculated as NII/average gross interest earning assets.
1. NIM is calculated using monthly average interest earning assets, a change from prior periods which used a spot-to-spot June average.

>4.05%
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(1.3)
(2.2)

(1.9)

128.1
1.2 129.3

2.2
1.8 0.9 1.9

(3.8)
126.9

FY2025 Staff
Tfrs

FY2025
(Rebase)

Staff
Costs

IT &
Comms

Technology
Programme

Marketing Legal
Fees

Debt
Collection

Other
incl

Depn

Mgmt
Fees

FY2026

33.5

31.1 31.5
32.4 32.0

56.9%
52.4%

55.3% 57.7% 57.4%

4Q2025 1Q2026 2Q2026 3Q2026 4Q2026 FY2027
OutlookOpex CTI %

Underlying OPEX

Note: CTI ratio is calculated as OPEX/NOI. Underlying CTI ratio excludes one-off impacts . See page 2 for definition of underlying 
financial measures. Refer to page 7 for details about one-offs in the periods covered in this investor presentation.
1. Including intercompany group charges. 

2. Excluding intercompany group charges. 

Underlying OPEX & CTI ratio ($m)

 $2.3m (-1.8%) 

 $1.2m (0.9%) 

1

<58.4%

2

FY2025
54.8%

FY2026
55.6%

FY2026 summary
• Total underlying OPEX of $126.9m, down 

$1.2m (0.9%).
• Increased staff costs were primarily due to 

restructuring costs and the re-introduction 
of a LTI Scheme ($0.6m).

• Increased investment in technology and 
Reverse Mortgage marketing was offset by 
a reduction in legal fees and debt collection 
costs. 

• Despite cost reduction, Heartland Bank’s 
underlying CTI ratio increased from 54.8% in 
FY2025 to 55.6% in FY2026 due to the 
income impact of NSA realisation, amplified 
by lower growth in Motor Finance and 
Business Finance. 

 FY2027 outlook
• OPEX is expected to be <$135m, with a CTI 

ratio of <58.4%. 
• OPEX is expected to increase in FY2027 due 

to investment in committed technology and 
compliance projects.
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Impairment and provisioning

Impairment expense ratioImpairment expense ($m)

Total provisions and coverage ($m)

FY2025
1.40%

FY2026
0.67%

(4.6) (2.8) (4.2) (0.8)
(9.9)

4.0 6.1 4.7 6.2 8.2 
14.1 4.7 4.6 6.6 

13.0 

(5.2)
(1.0) (0.7) (1.1)

(3.1)

8.3 
7.1 4.4 10.8 

8.1 

4Q2025 1Q2026 2Q2026 3Q2026 4Q2026

Collective provision expense Specific provision expense Write-offs Recovery

46.7 43.9 39.6 40.7 30.7

20.7 26.8 25.7 21.6
18.5

1.94%
2.13% 2.09%

1.97%

1.60%

Jun-25 Sep-25 Dec-25 Mar-26 Jun-26

Collective Provision Specific Provision Coverage Ratio

1. Industry average arrears are based on auto arrears as at June 2026, reported by Centrix in its Credit Insights Report, July 2026. See page 46. 

0.70%
0.61%

0.39%

0.98%

0.71%

<0.48%

4Q2025 1Q2026 2Q2026 3Q2026 4Q2026 FY2027
Outlook

Overall asset quality materially improved in FY2026, 
supported by the reduction of Motor Finance arrears and 
the realisation of NSAs. 
• Motor Finance arrears improved across all NPL cohorts, with all NPLs >180 DPD 

now cleared. The portfolio’s arrears continue to outperform the industry 
average of 5.2%1 and are at historical lows for Heartland Bank. 

• The FY2027 impairment expense ratio outlook is expected to be <0.48%. This 
reflects continued stabilisation in impairment expenses through FY2027 and 
the conclusion of the NSA realisation programme. 



21
1. Total Bank NPL includes NSAs and Unsecured Lending (which includes Personal Lending and Open for Business which are winding 

down). Core Portfolio NPL includes Reverse Mortgages, Motor Finance, Rural, and Business Finance.
2. Motor Finance includes Wholesale Lending. 

3. Rural includes Rural Relationship, Rural Direct, and Livestock Finance. Excludes NSAs.
4. Business Finance includes Asset Finance and Business Relationship. Excludes NSAs.

Asset quality

NPL ratios1

3.21% 3.22%
3.04%

2.81%

1.92%

2.40% 2.36%

2.07% 2.06%

1.38%

30-Jun-2025 30-Sep-2025 31-Dec-2025 31-Mar-2026 30-Jun-2026

Total Bank NPL Core Portfolio NPL

Motor Finance2 ($m)

1

Rural3 ($m) Business Finance4 ($m)

1.5%, 
$24.7 

1.3%, 
$22.0 

1.3%, 
$19.1 

1.1%, 
$19.0 0.7%, 

 $11.9 

0.8%, 
$13.2 0.6%, 

$9.8 0.6%, 
$8.9 

0.4%, 
$7.3 

24.4%
, $9.2 

26.0% , 
$8.4 

27.8%, 
$7.9 

28.4%, 
$7.6 29.0%,

 $3.5 

2.2%, $37.9 

1.9%, $32.3 
1.7%, $28.0 1.6%, $26.4 

0.7%, $11.9 

NPLs Provisions NPLs Provisions NPLs Provisions NPLs Provisions NPLs Provisions

30-Jun-2025 30-Sep-2025 31-Dec-2025 31-Mar-2026 30-Jun-2026

Non-Performing, 90-179DPD Non-Performing, 180-364DPD Non-Performing, 365+DPD

0.1%, $0.5 
0.3%, 
$1.6 0.1%, $0.8 

0.5%, 
$2.9 

0.1%, $0.5 

0.2%, 
$1.3 

0.1%, $0.8 
0.1%, $0.8 

0.1%, $0.8 
0.6%,
 $3.7 

0.6%,
 $3.4 0.6%, 

 $3.6 

0.5%, 
$2.8 

0.5%, 
 $3.3 

23.9%, 
$1.3 

22.5%, 
$1.3 

24.2%, 
$1.2 

21.7% 
$1.4 

62.0%,
 $2.4 

0.9%, $5.5 1.0%, $5.8 
0.9%, $5.1 

1.1%, $6.5 

0.6%, $3.9 

NPLs Provisions NPLs Provisions NPLs Provisions NPLs Provisions NPLs Provisions

30-Jun-2025 30-Sep-2025 31-Dec-2025 31-Mar-2026 30-Jun-2026

Non-Performing, 90-179DPD Non-Performing, 180-364DPD Non-Performing, 365+DPD

1.9%,
 $15.2 

2.6%,
 $19.4 

1.7%, 
 $11.8 

2.3%, 
 $16.1 1.1%, $6.9 

2.3%,
 $17.6 

1.3%,
 $9.8 1.6% 

 $11.4 

1.6%, 
 $11.0 2.0%, 

 $12.8 

3.3%,
 $25.6 

4.4%,
 $32.0 4.2%, 

 $29.0 

4.1%, 
 $28.5 3.9%, 

 $25.1 

32.4%,
 $18.9 

33.9%, 
 $20.8 

33.0%,
 $17.3 

33.5%,
 $18.6 

30.4%,
 $13.6 

7.5%, $58.3 8.3%, $61.2 
7.6%, $52.2 8.1%, $55.6 

7.0%, $44.8 

NPLs Provisions NPLs Provisions NPLs Provisions NPLs Provisions NPLs Provisions

30-Jun-2025 30-Sep-2025 31-Dec-2025 31-Mar-2026 30-Jun-2026

Non-Performing, 90-179DPD Non-Performing, 180-364DPD Non-Performing, 365+DPD
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Regulatory capital

New Zealand Banking Group1 – Total Capital movement $m

New Zealand Banking Group - Capital ratio and RBNZ requirements 

Note: 
•RBNZ imposed a transitional capital overlay on Heartland Bank after the acquisition of what is now Heartland Bank Australia.
•Heartland Bank’s regulatory capital ratio increased to 16.68% as of 30 June 2026 (30 June 2025: 16.46%), due to capital released 

from NSAs. The total capital ratio for the NZBG increased to 16.57% from 15.88% during the same period.
1. The New Zealand Banking Group consists of the NZ bank and its NZ subsidiaries, excluding Marac Insurance Limited.

2. Current reported NPAT for the NZ Banking Group.
3. The exact timing of the RBNZ’s review of reverse mortgage risk weights has not yet been confirmed.
4. The RBNZ has confirmed that banks may apply any of the new standardised credit risk weights from 1 October 2026. The first 

annual step change in capital ratios is also taking place on 1 October 2026.
5. Including ordinary internal buffers. 

2

Heartland Bank is well positioned for 
future growth, with capital well above 
regulatory minimums.  
• During FY2026, the NSA realisation programme released $31.7m of 

capital, which has been redirected to fund growth.

RBNZ capital review
• On 17 December 2025, the RBNZ announced final decisions on key 

capital settings for deposit takers. Benefits to Heartland Bank include 
the reduction of Tier 1 and total capital ratio requirements, the removal 
of Additional Tier 1 capital instruments, and more granular and reduced 
risk weights.

• The RBNZ is expected to review reverse mortgage risk weights in the 
second half of calendar year 2026, and Heartland Bank intends to 
participate in this review.3 

• Effective 1 March 2026, the RBNZ reduced Heartland Bank’s transitional 
capital overlay by 1.5%, from 2.0% to 0.5%. The remaining capital 
overlay is expected to remain in place until the RBNZ implements a 
formal Group Supervision Policy for deposit takers under the Deposit 
Takers Act 2023 (which is expected to come into force on 1 December 
2028).

• As at 30 June 2026, the Banking Group holds approximately $110m of 
regulatory capital in excess of expected regulatory requirements. 
Applying Heartland Bank’s expected risk weight changes4 to the 30 
June 2026 balance sheet, the excess is approximately $160m.5

2

13.63%

1.12% (1.27%) 0.36% 0.68% (0.19%)

14.32%

8.0%

2.25%
2.25%

2.0%

2.5%
0.5%

Jun-25 NPAT Dividends Reserves
and Net

Adjustments

NSA
realisation

Net RWA
Movement

Jun-26 RBNZ
Requirements

CET1 Tier2 Tier1 Overlay

645

50 (56)
16

667

42 11
41 59

Jun-25 NPAT Dividends Reserves and Net
Adjustments

Jun-26

Capital Required NSA Capital for Growth

2
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NZ lending performance: Motor Finance1

1. Motor Finance includes Motor Wholesale lending.
2. Motor Lending includes Intermediary and Direct distribution channels. 

• Dealer retracted 5.1%, reflecting Heartland Bank’s deliberate shift from lower 
quality broker and non-franchise lending towards higher quality franchise lending.

• Jaguar Land Rover global production disruption from late 1H2026 into early 2H2026 
also elevated demand volatility. 

• New business volumes improved in 2H2026 as vehicle supply levels returned (up 
3.6% from 1H2026 to $399.4m in 2H2026), supported by record EV lending volumes 
in March 2026 and an expanded wholesale funding partnership with key branded 
partner Kia. 

• Direct-to-consumer lending increased by 25.7% in FY2026.

Outlook
• FY2027 growth: >3.5%

Includes $1,511m Motor Lending2 and $209m Wholesale Lending

$1,720m Receivables as at 30 Jun 2026
+$25m, 1.5%2 since 30 Jun 2025

Includes $70.1m Motor Lending2 and $3.6m Wholesale Lending

$73.7m NOI as at 30 Jun 2026
-2.0% vs FY2025

44% 46% 47% 49% 50%

34% 33% 33% 32% 31%

23% 22% 22% 21% 20%

Jun-25 Aug-25 Oct-25 Dec-25 Feb-26 Apr-26 Jun-26

Franchise Broker Non-Franchise

Dealer Receivables mix
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NZ lending performance: Reverse Mortgages

1. Reverse Mortgages are measured at fair value. NPLs arise due to late settlement (90 days after the 12-month repayment period) after the departure of the borrower from the property. As at 30 June 2026, this included 5 loans with a total value of $0.9m and a 
weighted average LVR (using indexed valuation) of 40.3%.

Outlook
• FY2027 growth: > 18.0%

• Reverse Mortgage Receivables growth was supported by increased investment in 
market awareness, regional presence and product process improvements.

• Annualised growth increased from 14.0% in the first quarter to 18.5% in the fourth 
quarter. 

• Asset quality within Reverse Mortgages remains strong with an NPL ratio of 
0.06%1, average current loan size of $163k and weighted average current LVR of 
27.5%.

Receivables growth
$65.9m

$1,441m Receivables as at 30 Jun 2026
+$207m, 16.8% since 30 Jun 2025

NOI as at 30 Jun 2026
+13.0% vs FY2025

13.8% 14.0% 15.8% 15.1%

18.5%
19.7% 19.6% 21.7% 20.2%

25.7%

4Q25 1Q26 2Q26 3Q26 4Q26

Qtrly New Business Volume Qtrly Annualised Growth Rate

Qtrly Annualised New Business Rate
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NZ lending performance: Rural1

1. Rural includes Rural Relationship, Rural Direct and Livestock Finance. Excludes NSAs. 
2. Rural Lending includes Rural Relationship and Rural Direct excluding NSAs. 

3. As reported by RBNZ, the annual sector growth rate for agricultural lending increased from 0.5% to 1.8% in June 2026.

Outlook
• FY2027 growth: > 5.0%

• Rural growth exceeded Heartland Bank’s guidance and was ahead of sector growth 
of 1.8%.3

• Growth was supported by strengthened Livestock Finance intermediary 
partnerships and improved market optimism.

• Through FY2026, to address demand and strengthen its commitment to specialist 
rural lending, Heartland Bank expanded its regional presence.

374

374 380 386 390 397

385 390

235

211

184 189
210

251 285

Jun-25 Aug-25 Oct-25 Dec-25 Feb-26 Apr-26 Jun-26

Rural Lending Livestock

Rural1 Receivables ($m)

Includes $390m Rural Lending2 and $285m Livestock Finance

$675m Receivables as at 30 Jun 2026
+$66m, 10.8%2 since 30 Jun 2025

Includes $19.3m Rural Lending2 and $10.5m Livestock Finance

$29.7m NOI as at 30 Jun 2026
-3.3% vs FY2025
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NZ lending performance: Business Finance1

1. Business Finance includes Asset Finance and Business Relationship. Excludes NSAs.

• Business Finance includes Asset Finance which helps small-to-medium 
businesses purchase assets such as trucks, trailers, machinery and other 
equipment used in day-to-day operations, rather than refinance existing assets. 

• The Business Finance retraction is within guidance and reflects Heartland Bank’s 
continued focus on asset quality and pricing for risk amid subdued demand and 
ongoing economic challenges, particularly in construction and transport which are 
key lending industries for Heartland Bank. 

Outlook
• FY2027 growth: <-7.5% 

$36.2m

$639m Receivables as at 30 Jun 2026
-$141m, -18.1% since 30 Jun 2025

NOI as at 30 Jun 2026
-18.4% vs FY2025

Includes $519m Asset Finance and $120m Business Relationship

Includes $27.0m Asset Finance and $9.2m Business Relationship 608 
578 577 

568 
551 550 549 

519 

172 
158 

145 138 132 124 120 

Jun-25 Aug-25 Oct-25 Dec-25 Feb-26 Apr-26 Jun-26

Asset Finance Business Relationship

Business Finance1 Receivables ($m)
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NZ technology programme

Building on prior investment in its modern technology foundations, Heartland Bank is adding an AI-
enabled automation and integration layer with Pega – creating simpler, faster, fully digital journeys.

Programme benefits over time
• Better experiences: Fully digital, end-to-end 

journeys with simpler, faster outcomes for 
customers, intermediaries and employees.

• Increased agility and speed: Faster approvals, 
product changes and easier customer 
servicing.

• Greater operational efficiency: Automated 
workflows and streamlined work for employees.

• Simplified technology landscape: Reduce 
complexity, cost and risk with a modern, 
integrated platform.

• Lower long-term cost: Retire legacy systems 
and reduce software licensing.

• Drive sustainable growth: Improved 
conversion and capacity to serve more 
customers.

FY
23

 –
 F

Y2
5

FY
26

 –
 F

Y2
8

Simple, digital and seamless experiences across every channel

Core banking
Modern, scalable, 

Oracle core 
banking platform

Customer 
channels

Voice and secure 
messaging

Data & Analytics
Trusted data, 

insights and AI

Finance
Modern financial 

management

People
Empowered people 

and culture

AI-enabled automation and integration platform
Automate, orchestrate and make smarter decisions

Modern foundations
Resilient, secure, scalable platforms Common Group platforms
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NZ technology programme: Progress report

Overall status
• On track.
• No change to delivery timetable.
• Commenced Motor Finance discovery phase.

Milestones achieved • Completed initial production deployment of the Pega platform.
• Launched the first phase of Reverse Mortgages on the platform in June 2026.

Outcomes
Partial retirement of legacy Reverse Mortgage origination systems.
Automated Reverse Mortgage loan approvals, reducing turnaround from 10 days to 48 

hours for straight-through processing.
100% of new Reverse Mortgage applications are being initiated on the platform.

Implementation 
investment

• $3.3m invested in external implementation costs in FY2026.
• Within implementation budget expectations (estimated to be ≤$11m over a three-year 

period).

Pr
og

ra
m

m
e 

de
liv

er
y

FY2026 progress FY2027 focus

Deliverables and objectives

• Complete Reverse Mortgage back-
book migration and bring loan 
settlement and servicing inhouse.

• Improved Reverse Mortgage customer 
self-service experience, including 
mobile app access.

• Deploy Motor Finance on the platform, 
with benefits expected to include:
- loan conversion improvement
- handling efficiencies 
- savings through decommissioning 

legacy systems
- automation of loan approvals.

• Reverse Mortgage benefits begin to 
realise, including:
- faster application times
- higher conversion leading to growth.

FY2026 FY2027 FY2028

Indicative implementation timeline

Note: The timeline and sequencing of implementation is indicative only and subject to change.

Planning Reverse Mortgages Motor Finance Savings & 
Deposits

Rural, Asset Finance, 
Collections



Michelle Winzer Chief Executive Officer, Heartland Bank Australia 
Kerry Conway Chief Financial Officer, Heartland Bank
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AU banking: FY2026 summary

Heartland Bank Australia materially met its underlying guidance for all key financial metrics. 
Continued strong Reverse Mortgage growth lifted profitability and contributed to NIM expansion 
and CTI ratio improvement.

FY2026 summary 
Business growth
• Delivered 19.7% Reverse 

Mortgage growth while 
simultaneously executing the 
transformation programme.

• Retained >40% total reverse 
mortgage market share and 
approximately 55% new 
business market share, 
reinforcing market leadership 
despite increased competitor 
activity.

Service excellence
• Achieved an 85% Customer 

Satisfaction Score and a Net 
Promoter Score of +49 in 
Reverse Mortgages.

• Commenced a strategic 
transformation programme to 
simplify the bank’s technology 
infrastructure and strengthen 
operational scalability. Reverse 
Mortgage origination launched 
on the platform in July 2026.

• Maintained high customer 
service standards despite a 
46% increase in annual call 
volume, increasing answered 
calls by an average of 11.9% 
month-on-month.

Diversify distribution
• Accelerated distribution by 

strengthening strategic partner 
networks and broker 
engagement across the 
reverse mortgage market. 
Broker relationships expanded 
more than 20%, contributing to 
increased Reverse Mortgage 
origination volumes and 
improving visibility with key 
aggregator and referral 
partners. 

• Signed 13 new livestock service 
providers, deepening key 
industry partnerships across 
regional markets. 

FY2026 underlying 
financial metrics

AU Banking

Guidance Result

NPAT >A$37.0m A$38.4m

ROE >8.0% 8.7%

Average NIM >3.70% 3.81%

Exit NIM >3.75% 3.95%

OPEX <A$58.0m A$57.6m

CTI ratio <50.0% 48.6%

Impairment expense 
ratio <0.10% 0.11%
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Financial results

Note: All figures  are in AUD$m. See page 2 for a definition of underlying financial metrics. Refer to page 7 for details about FY2026 and 
FY2025 one-offs. 
1. Reported OOI includes the impact of the change in accounting methodology for Heartland Bank Australia Reverse Mortgage 

commissions. See page 33 for more information.
2. Refer to page 7 for details about one-offs in the periods covered in this investor presentation.

3. NIM is calculated using monthly average interest earning assets, a change from prior periods which used  a spot-to-spot June 
average.  

4. Impairment expense as a percentage of average Receivables.  
5. Receivables also includes Reverse Mortgages. 

Reported Underlying

FY26 FY25 Movement FY26 FY25 Movement

Financial 
performance

NII $112.5m $86.5m  $26.1m 30.1% $114.5m $86.5m  $28.1m 32.4%

OOI1 $6.3m $2.7m  $3.7m 137.5% $0.6m $2.7m  ($2.0m) (76.5%)

NOI $118.9m $89.1m  $29.7m 33.3% $115.2m $89.1m  $26.0m 29.2%
OPEX $54.8m $47.7m  $7.1m 14.9% $57.6m $46.4m  $11.2m 24.2%

Impairment expense $2.6m $2.7m  ($0.1m) (0.7%) $2.6m $2.7m  ($0.1m) (0.7%)

Tax expense $18.5m $11.6m  $6.8m 58.6% $16.5m $12.0m  $4.5m 37.3%

NPAT2 $43.0m $27.2m  $15.8m 58.2% $38.4m $28.1m  $10.3m 36.7%
NIM3 3.74% 3.08%  66 bps 3.81% 3.08%  73 bps

CTI ratio 44.7% 53.5%  (877 bps) 48.6% 52.0%  (342 bps)

Impairment expense ratio4 0.11% 0.13%  (2 bps) 0.11% 0.13%  (2 bps)

ROE 9.7% 6.6%  311 bps 8.7% 6.8%  185 bps

Jun 26 Jun 25 Movement

Financial
position

Liquid assets $596m $517m  $79m 15.3%

Receivables5 $2,638m $2,265m  $373m 16.4%

Borrowings $2,919m $2,499m  $420m 16.8%

Equity $462m $424m  $39m 9.1%

Equity/total assets 13.5% 14.4%  (86 bps)
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Receivables

Note: All figures in AUD$m.
1. Other AU includes Home Loans and Consumer & Other loan portfolios acquired through the ADI which are in run down. 

Continued strength in Reverse Mortgage growth underpinned Heartland Bank Australia’s 16.4% 
lift in Receivables.

Receivables
 (AUD $m) 2,265 2,371 250 17 2,638

2,265 

391 

(4) (14) 2,638 

Jun-25 Reverse
Mortgages AU

Livestock
Finance AU

Other AU Jun-26

 A$373m (16.4%) 

1

(44.4%)(1.7%)

19.7%
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Reverse Mortgage commission accounting methodology update

Heartland Bank Australia has refined the accounting methodology used for 
Reverse Mortgage commissions.1

• Heartland Bank Australia’s accredited Reverse 
Mortgage brokers and intermediaries are 
remunerated through upfront and ongoing trail 
commissions for the duration of a Reverse Mortgage 
loan. 

• Commission costs previously recognised upfront are 
now recognised progressively over the expected life 
of the loan, better aligning cost recognition with 
expected loan cash flows and customer behaviour.

• The FY2026 reported result includes both the 
ongoing impact of the revised methodology and a 
life-to-date revaluation of the existing portfolio of 
A$5.7m. 

• The impact of this change has been removed from 
Heartland Bank Australia’s underlying performance 
for FY2026. 

• The change affects the timing of earnings 
recognition only and has no impact on Heartland 
Bank Australia’s cash flows, regulatory capital 
position or portfolio economics.

Underlying Accounting 
change Reported Comments

NII A$114.5m (A$2.0m) A$112.5m Commission expense unwind through the 
duration of the loan.

OOI A$0.6m A$5.7m A$6.3m Fair value benefit from applying the revised 
commission methodology to existing loans.

NOI A$115.2m A$3.7m A$118.9m

OPEX A$57.6m (A$2.9m) A$54.8m Commission expense no longer accounted 
for within operating expenses. 

Impairment 
expense A$2.6m - A$2.6m

Tax expense A$16.5m A$2.0m A$18.5m

NPAT A$38.4m A$4.6m A$43.0m

NIM 3.81% (7 bps) 3.74%

CTI ratio 48.6% (392 bps) 44.7% Improved due to lower reported operating 
expenses under revised methodology.

1. Refer to “Changes in accounting estimates” in Note 20 – Fair Value of Heartland’s Financial Statements for the year ended 30 June 2026.
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3.59%

3.50%

4.01% 3.97% 3.95%

3.47%

3.62%
3.74% 4.00%

3.88%

4Q2025 1Q2026 2Q2026 3Q2026 4Q2026 FY2027
Outlook

Exit NIM Avg NIM

> 3.68%

Underlying NIM1

Average NIM

3.08% (0.07%) 0.05% 

0.75% 
3.81% 

FY2025 Liquids
(HQLA)

Gross Yield
& Portfolio

Mix

Cost of
Funds

FY2026
Underlying

FY2027
Outlook

> 3.68%

FY2025 NIM
Avg. 3.08%

FY2026 NIM
Avg. 3.81%

 
 
 

FY2026 summary
• NIM reflected the full year benefit of the 

deposit funding strategy, with legacy 
wholesale funding arrangements replaced by 
lower-cost deposits.

• The one-off Reverse Mortgage accounting 
methodology change resulted in an 
adjustment in fair value and recognition of 
commissions through NII (previously OPEX) – 
see page 33. 

FY2027 outlook
• Some NIM compression is expected from 

competitive lending pressures within Reverse 
Mortgages, offset marginally by diversification 
of funding mix with NCDs, deposit channel 
diversification and improved liquids 
management.

• The FY2027 average NIM is expected to be 
>3.68% compared to 3.74% in FY2026 on a like-
for-like basis.

Note: NIM is calculated as NII/average gross interest earning assets in $AUD.  
1. NIM is calculated using monthly average interest earning assets, a change from prior periods which used a spot-to-spot June 

average.
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Underlying OPEX

Note: All figures in AUD$m. CTI ratio is calculated as OPEX/NOI. Underlying CTI ratio excludes one-off impacts . See page 2 for definition 
of underlying financial measures. Refer to page 7 for details about one-offs in the periods covered in this investor presentation.

1. Including intercompany group charges. 
2. Excluding intercompany group charges. 

Underlying OPEX & CTI ratio (A$m)

2.4

46.4

5.0

0.7
2.8 (0.7) 1.0 57.6

FY2025 Staff
Costs

Technology
Programme

Marketing Reverse
Mortgage

Fees

Other
Expenses

Management
Fee

FY2026

12.1
13.8 14.1 14.2

15.5

47.7% 49.5% 53.5%
44.8% 47.6%

4Q2025 1Q2026 2Q2026 3Q2026 4Q2026 FY2027
OutlookOpex CTI %

 $11.2m (24.1%) 

<47.2%

1 2

FY2025
52.0%

FY2026
48.6%

FY2026 summary
• Underlying OPEX was up A$11.2m on FY2025 

primarily due to increased staff costs driven by 
the full-year impact of FTE hired in FY2025, and 
additional FTE in FY2026 to support Reverse 
Mortgage volume growth, the transformation 
programme, and to ensure customer 
experience was not impacted while 
implementing the new platform.

• Reverse Mortgage earnings momentum 
contributed to an improvement in the 
underlying CTI ratio.

FY2027 outlook
• OPEX is expected to be <A$65m, with a CTI 

ratio of <47.2%.
• OPEX is expected to increase in FY2027, 

reflecting duplicate platform and operating costs 
as the bank implements its transformation 
programme (see page 40).
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Funding & liquidity

1,454 1,495

2,014
2,310 2,451

809 595

335

324
418

403
323

100

0
50

50
50

50
502,715

2,462

2,499 2,684
2,919

Jun 24 Dec 24 Jun 25 Dec-25 Jun-26

Deposit Securitised funding MTNs  Tier 2

313
12 50 50 125

347

196 142 102
162

1

646

431 369 354

437

1,306

639
561 506

724

Jun 24 Dec 24 Jun 25 Dec 25 Jun 26

Undrawn limit Cash Securities

30-Jun-25 30-Jun-26

MLH1 MLH1

Heartland Bank Australia 19.4% 19.3%

Note: All figures in AUD$m. Heartland Bank acquired what is now Heartland Bank Australia on 30 April 2024. Prior to that, Heartland’s 
Australian businesses operated as Heartland Australia Group, which did not have an ADI licence or access to deposit funding in 
Australia.
Liquid assets (securities) are HQLA APRA eligible securities. 

1. Minimum Liquidity Holdings (MLH) for Heartland Bank Australia has been measured on an APRA level 2 consolidated basis, i.e. 
including Heartland Australia Bank and its’ subsidiaries.

Funding composition A$m Liquidity composition A$m

• Deposits increased to A$2.45b, representing 84% of total funding (June 
2025: 81%), further strengthening the funding mix and reducing reliance 
on wholesale funding. 

• Heartland Bank Australia completed the early repayment of its final 
A$100m MTN, using deposit funding.

• Liquidity increased to A$724m, with the MLH ratio maintained at 19.3%.
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Regulatory capital

20.41%

1.87%
(3.01%)

19.27%

Jun-25 Current year
NPAT

Net RWA
Movement

Jun-26

275 

43 
(8)

310

50 

50 

Jun-25 Retained
Earnings

Reserves and
Net Adjustments

Jun-26

CET1 Tier Two

Heartland Bank Australia - Capital movement A$m

Heartland Bank Australia – Total capital ratio

Heartland Bank Australia 
maintains a strong capital 
position while supporting 
portfolio growth.
• Total capital increased to A$360m, driven by 

retained earnings of A$43m.
• The total capital ratio was 19.3% at FY2026. 

Capital generated during the year was 
reinvested to support continued growth in 
Reverse Mortgages and associated risk-
weighted assets, while maintaining capital 
strength.

Note: All figures in AUD$m.
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AU lending performance: Reverse Mortgages

Receivables as at 30 Jun 2026
+A$391m, 19.7% since 30 Jun 2025

A$2,371m
A$79.8m

Outlook
• FY2027 growth:>20.0%

NOI as at 30 Jun 2026
A$63.8m 30 Jun 2025

• Reverse Mortgages continued to deliver strong growth, supported by ongoing 
customer demand and continued momentum across both direct and intermediary 
channels.

• Heartland Bank Australia maintained its leading position in the Australian reverse 
mortgage market, with market share of more than 40%, supported by a diversified 
broker network and marketing activity.

• Asset quality remains strong with an NPL ratio of 0.74% 1, average current loan size 
of A$223k and weighted average current LVR of 24.8%.

1. Reverse Mortgages are measured at fair value. NPLs arise due to late settlement (90 days after the 12-month repayment period) after the departure of the borrower from the property. As at 30 June 2026, this included 63 loans with a total value of A$19.97m and a 
weighted average LVR (using indexed valuation) of 28.15%.

Receivables growth

20.4%
17.3%

19.6%

17.9%

18.9%

26.4%
22.1%

28.8%
24.6%

27.7%

4Q25 1Q26 2Q26 3Q26 4Q26
Qtrly New Business Volume Qtrly Annualised Growth Rate

Qtrly Annualised New Business Rate
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AU lending performance: Livestock Finance

A$15.1m

Receivables as at 30 Jun 2026
-A$4.3m, -1.7% since 30 Jun 2025

A$250m

• Livestock Finance saw good customer trading activity through FY2026, funding a 
high volume of livestock purchases and sales across the portfolio. 

• Receivables were down 1.7% with livestock sales exceeding purchases over the 
year despite generally supportive industry conditions, particularly across cattle 
markets. 

• NOI increased 20% to A$15.1m (from A$12.6m in FY2025), reflecting improved 
funding costs and portfolio quality, with average Receivables remaining stable.

• Active portfolio management and customer support strategies reduced NPLs by 
A$10.4m, from A$36.9m as at 30 June 2025 to A$26.5m as at 30 June 2026.

Outlook
• FY2027 growth: >10.0% 

NOI as at 30 Jun 2026
A$12.6m at 30 Jun 2025

253.8
250.6

238.0
231.7

242.2
249.1

272.9 274.2 271.8

246.7 246.9

255.3
249.6

Jun-25 Jul-25 Aug-25 Sep-25 Oct-25 Nov-25 Dec-25 Jan-26 Feb-26 Mar-26 Apr-26 May-26 Jun-26

Receivables (A$m)
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AU transformation programme

Programme benefits over time
• Improved customer, broker and employee 

experience through faster decisioning, 
streamlined digital workflows and greater 
automation.

• Reduced operational risk through the retirement 
of manual processes, stronger embedded controls 
and enhanced compliance capability.

• Greater scalability, with higher Reverse Mortgage 
volumes and future product growth supported 
without a corresponding increase in FTE.

• Efficiency benefits over time from a simplified 
cloud-based technology architecture, reduced 
vendor complexity, legacy system 
decommissioning and lower cost to serve.

• Improved operating leverage and CTI ratio 
following migration completion and full adoption of 
the target operating model.

Heartland Bank Australia has partnered with Constantinople to consolidate multiple platforms into a 
single core banking system, simplifying operations and enabling scalable growth.

Reverse Mortgages Livestock Finance Deposits

Reverse Mortgages     |     Livestock Finance     |     Deposits
1x core banking system (Constantinople)

• The programme will simplify Heartland Bank Australia’s technology infrastructure, 
reducing platform complexity, manual processes and operational risk.

• Once fully operational, the platform and improved operating model will enable 
scalable growth through greater automation, faster decisioning and a lower cost to 
serve.
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AU transformation programme: Progress report

Overall status • On track.
• No change to delivery timetable.

Milestones achieved • Completed initial production deployment of the Constantinople platform.
• Launched the first phase of the Reverse Mortgage platform in July 2026.

Outcomes

Established the foundation for increased automation, enhanced digital workflows and 
future migration from legacy systems.
Approximately 40% of new Reverse Mortgage origination volumes are now being 

processed on the platform.
 Improved customer, broker and employee experience as manual and fragmented 

processes begin to transition to digital workflows. 

Implementation 
investment

• A$2.4m invested in external implementation costs in FY2026.
• Within budget expectations (estimated to be ≤A$5m over a three-year period).

Pr
og

ra
m

m
e 

de
liv

er
y

FY2026 FY2027 FY2028

Indicative implementation timeline

Planning Reverse Mortgages Savings & Deposits

Note: The timeline and sequencing of implementation is indicative only and subject to change.

FY2027 focus

Deliverables and objectives

• Transition existing Reverse Mortgage 
broker channels to the platform.

• 100% of new Reverse Mortgage 
originations are processed on the 
platform.

• Retire legacy Reverse Mortgage 
systems.

• Complete Reverse Mortgage back-
book migration.

• Deploy additional functionality and 
digital capability to further streamline 
Reverse Mortgage processes and 
improve decisioning.

• Introduce new and migrate existing 
Savings and Deposit products.

FY2026 progress

Livestock Finance



Heartland Group
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Accelerating growth in core portfolios, 
with Reverse Mortgage growth targets 
>18% in both countries.

FY2027 strategic focus

Continue to improve shareholder return by growing ROE to at least 7.5% and lifting 
profitability to at least $102m. 
Through FY2026, Heartland reset its core strategic foundation. This included restoring NIM and asset quality to target 
levels as Heartland Bank’s enhanced collections, recoveries and write-off strategies were embedded as business-as-usual, 
and the NSA realisation programme successfully concluded.

FY2027 will use this foundation to focus on building and acquiring scale through:

This will be supported by:

These activities provide the opportunity for Heartland to optimise capital held within the business.

Commencing merger integration 
(subject to completion of the 
Proposed Transaction).

Executing the next phase of Heartland 
Bank and Heartland Bank Australia’s 
technology transformation programmes to 
enhance operating leverage and unlock 
future growth.

Successfully completing the Proposed 
Transaction (subject to satisfaction of all 
MIA conditions).
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Heartland expects FY2027 NPAT to be at least $102m, excluding any costs related 
to the Proposed Transaction. 
It is expected that transaction costs relating to the Proposed Transaction of approximately $9.5m will be expensed and 
reflected in Heartland’s NPAT for FY2027 (subject to the Proposed Transaction completing in FY2027). 

Subject to satisfaction of all MIA conditions, as the proposed merger nears completion, guidance will be updated to reflect 
the impact of TSB merging with Heartland Bank.

Financial metrics
FY2027 guidance1

Heartland NZ Banking AU Banking
NPAT ≥$102m >$48m >A$46m
ROE ≥7.5% >6.3% >9.3%
Average NIM >3.88% >4.05% >3.68%
OPEX <$212m <$135m <A$65m
CTI ratio <55.7% <58.4% <47.2%
Impairment expense ratio <0.32% <0.48% <0.10%

The Board continues to target a total dividend payout ratio of at least 50% of NPAT in FY2027.2

1. FY2027 guidance is provided by Heartland on a reported basis, not an underlying basis. Heartland intends to take this approach to 
guidance and the presentation of its financial results going forward, with any exceptional items disclosed where applicable.

2. The dividend payout ratio will be determined based on reported NPAT excluding any exceptional items disclosed where applicable, 

and is subject to the Board considering Heartland’s capital needs, ROE accretive growth opportunities, balance sheet flexibility and 
financial performance. 

3. The FX rate of 1.2055 is based on a published forecast from a New Zealand economist.

FY2027 guidance

Note: Heartland’s 
FY2027 guidance 
has been set using a 
FX rate of 1.2055.3



Appendix 
Additional 
information
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Motor Finance arrears vs. auto industry average

Note: 
• For the purpose of this comparison, Heartland Bank’s total Motor Finance arrears are calculated using the calculation method used by 

Centrix (arrears greater than or equal to 14 DPD). 
• Auto industry arrears are sourced from the Centrix Credit Indicator Report, where 31/12/2024, 31/03/2025, 30/06/2025, 30/09/2025, 

31/12/2025, 31/03/2026 and 30/06/2026 uses the January, April, July, October 2025, and January, April and July 2026  Insights Reports, 
respectively.

• Consumer Motor are Motor Finance loans to individuals rather than businesses.

5.4% 5.4%

5.1%

5.8%

5.6%

5.2%

6.3%

5.9%

5.2%

4.6% 4.5%

4.0%

3.0%

6.1%

5.8%

5.0%

4.3%
4.2%

3.7%

2.8%
2.5%

3.0%

3.5%

4.0%

4.5%

5.0%

5.5%

6.0%

6.5%

31/12/2024 31/03/2025 30/06/2025 30/09/2025 31/12/2025 31/03/2026 30/06/2026

Market Arrears (Centrix Market Report) Total Motor (HBL) Consumer Motor (HBL)
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NZ Reverse Mortgage portfolio analytics

$1.44b
NZ Reverse Mortgages
+$207m (+16.8%) vs June 2025

$285m
(+$74.4 vs FY2025)

FY2026 origination2

73
Average age of youngest borrower 
(new customers)3

17.1%

Compound annual 
growth rate4

$162,963
Average current 
loan size2

$88,173
Average initial 
loan amount

9.1%

Weighted average 
initial LVR3

27.5%

Weighted average current LVR 
(indexed valuation) 1,5

$182m
(+$24.9m vs FY2025)

Total repayments in FY20262

13.6%
(vs 14.8% in FY2025)

FY2026 repayment rate2

6.40 years
Average term
at repayment

80%

Voluntary 
repayment

20%

Involuntary 
repayment6

Note: All  figures are in $NZD unless otherwise stated. 
1. Across all time on whole book. 
2. As at 30 June 2026.
3. Rolling 12 months as at 30 June 2026.

4. Compound annual growth rate for the period 1 July 2020 – 30  June 2026.
5. Indexed valuation.
6. Due to death or moving to aged care.
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A$2.37b
AU Reverse Mortgages
+A$390.9m (+19.7%)  vs June 2025

A$548.2m
(+A$144.5m vs FY2025)
Total originations in FY2026

72
Average age of youngest borrower 
(new customers)3

18.2%

Compound annual 
growth rate1

A$222,843
Average current
loan size2

A$161,557 
Average initial
loan amount3

14.0% 
Weighted average 
initial LVR4

24.8% 
Weighted average current LVR 
(indexed valuation)4,5

A$353m
(+A$92m vs FY2025)
Total repayments in FY2026

16.2%
(vs 15.6% in FY2025)
FY2026 repayment rate

5.3 years
Average term at repayment

76%

Voluntary 
Repayments

24%

Involuntary 
Repayments6

AU Reverse Mortgage portfolio analytics

4
8

Note: All figures are in $AUD unless otherwise stated.
1. Compound annual growth rate for the period 1 July 2020 – 30  June 2026.
2. As at 30 June 2026. 
3. New drawdowns in rolling 12 months as at 30 June 2026.

4. Indexed valuation.
5. Across all time on whole book.
6. Due to death or moving to aged care.
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Glossary
ADI Authorised deposit-taking institution NPL Non-performing loan

APRA Australian Prudential Regulation Authority NSA Non-strategic assets

Banking Group The Banking Group includes all of the NZ bank’s subsidiaries, including 
the AU bank and Marac Insurance. NZ Banking Group, NZBG The New Zealand Banking Group consists of the NZ Bank and its NZ subsidiaries, 

excluding Marac Insurance. 

bps Basis points OOI Other Operating Income

CET1 Common Equity Tier 1 OPEX Operating expenses

cps Cents per share Proposed Transaction The proposed acquisition by Heartland of all TSB shares on issue from Toi 
Foundation, and subsequent merger of Heartland Bank and TSB

CTI ratio Cost-to-income ratio RBNZ Reserve Bank of New Zealand

DPD Days past due Receivables Gross Finance Receivables (includes Reverse Mortgages)

DRP Dividend Reinvestment Plan ROE Return on Equity

EPS Earnings per share RWA Risk weighted assets

Exit NIM NIM for the last month of the reporting period. TSB TSB Bank Limited

FTE Full-time employee FY2028 Financial year ending 30 June 2028 (1 July 2027 to 30 June 2028)

FX Foreign currency exchange FY27+ FY2027 and onwards

GFV Guaranteed Future Value FY2027 Financial year ending 30 June 2027 (1 July 2026 to 30 June 2027)

Heartland, Heartland Group, HGH Heartland Group Holdings Limited or the Company 4Q2026, 4Q26 Fourth quarter of FY2026 (1 April to 30 June 2026)

Heartland Bank, HBL, NZ Bank, 
NZ Banking Heartland Bank Limited 3Q2026, 3Q26 Third quarter of FY2026 (1 January to 31 March 2026)

Heartland Bank Australia, HBAL, 
AU Bank, AU banking Heartland Bank Australia Limited 2Q2026, 2Q26 Second quarter of FY2026 (1 October to 31 December 2025)

LTI Scheme Long-term incentive scheme 1Q2026, 1Q26 First quarter of FY2026 (1 July to 30 September 2025)

LVR Loan-to-value ratio FY2026, FY26 Financial year ended 30 June 2026 (1 July 2025 to 30 June 2026)

MIA Merger implementation agreement 4Q2025, 4Q25 Fourth quarter of FY2025 (1 April to 30 June 2025)

MLH Minimum Liquidity Holdings 3Q2025, 3Q25 Third quarter of FY2025 (1 January to 31 March 2025)

NCDs Negotiable Certificates of Deposit 2Q2025, 2Q25 Second quarter of FY2025 (1 October to 31 December 2024)

NII Net interest income FY2025, FY25 Financial year ended 30 June 2025 (1 July 2024 to 30 June 2025)

NIM Net interest margin FY2024, FY24 Financial year ended 30 June 2024 (1 July 2023 to 30 June 2024)

NOI Net operating income FY2023, FY23 Financial year ended 30 June 2023 (1 July 2022 to 30 June 2023)

NPAT Net profit after tax
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Directors' Statements
Each Director of the Bank states that he or she believes, after due enquiry, that:

1. Asat the date on which this Disclosure Statement is signed:

(a) the Disclosure Statement contains all the information that is required by the Order; and

(b) the Disclosure Statement is not false or misleading.

2. Duringtheyearended 30June2026:

(a) the Bank complied in all material respects with each Condition of Registration that applied during the period;

(b) credit exposures to connected persons were not contrary to the interests of the Registered Bank's Banking 
Group; and

(c) the Bankhad systems in placeto monitor and control adequatelythe material risks ofthe Registered Bank's 
Banking Group, including credit risk, concentration ofcredit risk, interest rate risk, currency risk, equity risk, liquidity 
risk, operational risk and other business risks, and that those systems were being properly applied.

This Disclosure Statement is dated 19 August 2026 and has been signed by all the Directors.

B. R. Irvine (Chair)

E.J. Harvey

K. Mitchell

S. M. Ruha

A. P. Dixson
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Statement of Comprehensive Income
For the yearended 30 June 2026

Total comprehensive income for the year is attributable to the owner of the Bank.

$000’s Note June2026 June2025

Interest income:
Effective interest method 3 334,717 400,415
Fair value through profit or loss 3 329,926 305,449

Total interest income 664,643 705,864
Interest expense 3 327,013 398,770
Net interest income 337,630 307,094

Operating lease income 4 4,777 6,054
Operating lease expense 4 3,398 4,299
Net operating lease income 1,379 1,755

Lending and credit fee income 12,507 13,981
Other income 5 8,177 5,093
Net operating income 359,693 327,923

Operating expenses 6 189,315 182,254
Profit before net fair value gain on equity investments, investment property, 
losses on guaranteed future value products, impaired asset expense and 
incometax

170,378 145,669

Net fair value gain on equity investments and investment property 3,055 1,623
Losses on guaranteed future value products - 1,504
Impaired asset expense 8 33,534 71,638
Profit before income tax 139,899 74,150

Income tax expense 9 39,824 22,494
Profit fortheyear 100,075 51,656

Other comprehensive income/(loss)
Items that are or may be reclassified subsequentlyto profit or loss, net of 
incometax:
Effective portion of change in fair value of derivative financial instruments in a cash 
flow hedge relationship 16 5,570 (13,848)

Movement in fair value of debt investments at fair value through other 
comprehensive income (FVOCI) 16 313 1,551

Movement in foreign currency translation reserve
Items that will not be reclassified to profit or loss, net of income tax:

16 64,021 (6,905)

Movement in fair value of equity investments at FVOCI 16 (1) (1,805)
Othercomprehensiveincome/(loss) fortheyear, net ofincometax 69,903 (21,007)

Total comprehensive income for the year 169,978 30,649

The accompanying notes form an integral partofthe financial statements.
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Statement of Changes in Equity
Forthe year ended 30 June 2026

$000’s Note

June2026
Share Retained Total

Capital Reserves Earnings Equity

June2025
Share Retained Total

Capital Reserves Earnings Equity

Balance at beginning of 
theyear

Comprehensive income 
fortheyear
Profitfortheyear
Other comprehensive 
income/(loss),netof 16
income tax

1,045,060 (104,877) 253,106 1,193,289

- 100,075 100,075

- 69,903 - 69,903

1,044,811 (83,621) 235,200 1,196,390

51,656 51,656

- (21,007) - (21,007)

Total comprehensive 
income for the year

Transactions with owner
Dividends paidtoowner 15

- 69,903 100,075 169,978

- - (56,350) (56,350)

- (21,007) 51,656 30,649

- - (33,750) (33,750)
Total transactions with 
owner
Transfer on disposal of 
equityinvestmentsat 16
FVOCI
Othermovements 16

- - (56,350) (56,350)

6,052 (6,052)

- - (33,750) (33,750)

- - - -

249 (249) - -
Balance at end ofthe 
year 1,045,060 (28,922) 290,779 1,306,917 1,045,060 (104,877) 253,106 1,193,289

The accompanying notesforman integral partofthe financial statements.
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Statement of Financial Position

Total interestearninganddiscountbearing assets 8,984,202 8,225,502
Total interest and discount bearing liabilities 7,924,703 7,319,879

As at30June2026

$000’s Note June2026 June2025
Assets
Cash and cash eguivalents 383,966 349,745
Collateral paid 5,129 14,239
Investments 10 820,300 790,044
Derivativefinancial instruments 11 5,034 4,792
Finance receivables measured at amortised cost 12 3,418,184 3,711,450
Finance receivables - reverse mortgages 19 4,358,190 3,370,949
Investment properties 3,890 4,390
Operating lease vehicles 13 16,280 15,561
Right-of-use assets 17 12,070 12,223
Otherassets 17 48,785 44,846
Current tax asset 7,907 31,274
Intangibleassets 17 263,233 250,821
Deferred tax asset 9 15,138 21,430
Totalassets 9,358,106 8,621,764

Liabilities
Deposits 14 7,168,888 6,532,794
Other borrowings 14 790,541 825,454
Derivativefinancial instruments 11 10,966 20,660
Due to related parties 18 5,044 792
Lease liabilities 17 14,253 14,390
Trade and other payables 17 61,128 33,064
Deferred tax liability 9 369 1,321
Total liabilities 8,051,189 7,428,475
Net assets 1,306,917 1,193,289

Equity
Share capital 15 1,045,060 1,045,060
Retained earnings and other reserves 16 261,857 148,229
Totalequity 1,306,917 1,193,289

The accompanying notes form an integral partofthe financial statements.
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Statement of Cash Flows
For the yearended 30 June 2026

’At30June 2026, the Banking Group has $75.6 million (2025: $66.3 million) ofcash held bystructured asset holding entities (Trusts) 
which may onlybe used forthe purposes defined inthe underlyingTrustdocuments. Referto Note 27 - Structured entities for 
definition of the Trusts and further details.

$000’s Note June2026 June2025
Cash flows from operating activities
Interest received
Operating lease income received
Lending, credit fees and other income received

359,088
4,196

10,232

449,347
5,417

11,025
Operating inflows 373,516 465,789

Interest paid
Payment for early extinguishment of borrowings
Payments to suppliers and employees
Taxation paid

(318,868)
(2,271)

(185,717)
(228)

(410,829)
-

(169,685)
(31,131)

Operating outflows (507,084) (611,645)
Net cash flows applied to operating activities before changes in operating 
assets and liabilities (133,568) (145,856)

Collateral paid (27,300) (42,680)
Collateral received 36,380 26,110
Proceeds from sale of operating lease vehicles 13 5,772 2,561
Purchase of operating lease vehicles 13 (8,972) (3,249)
Net decrease in finance receivables measured at amortised cost 265,535 464,299
Net (increase) in finance receivables - reverse mortgages (326,305) (220,324)
Net movement in deposits 325,994 586,554
Net movement in related party balances 431 (3,350)
Net cash flows from operating activities 137,967 664,065

Cash flows from investing activities
Purchase of property, plant and equipment and intangible assets (3,502) (3,716)
Proceeds from investment securities 812,386 2,032,633
Purchase of investment securities (788,205) (1,725,205)
Proceeds from sale of rural property assets and investment property 10,099 -
Proceeds from sale ofequity investments 10,189 68
Purchase ofequity investment - (252)
Consideration adjustment related to acquisition of subsidiary - 1,404
Net cash flows from investing activities 40,967 304,932

Cash flows from financing activities
Proceeds from wholesale borrowings 14 258,364 424,614
Repayment of wholesale borrowings 14 (239,968) (1,311,047)
Repayment of unsubordinated notes 14 (113,559) (321,347)
Dividends paid 15 (56,350) (33,750)
Payment of lease liabilities (3,674) (3,723)
Net cash flowsapplied to financing activities (155,187) (1,245,253)

Net increase/(decrease) in cash and cash equivalents
Effect of exchange rates on cash and cash equivalents 
Oqeninq cash and cash equivalents

23,747
10,474

349,745

(276,256)
(1,968)

627,969
Closing cash and cash eguivalents1 383,966 349,745

Theaccompanying notesforman integral partofthe financial statements.

P.10 pwc



Statement of Cash Flows (continued)
For the yearended 30 June 2026

Reconciliation of profit aftertaxto net cash flows from operating activities

$000’s Note June2026 June2025
Profit fortheyear 100,075 51,656

Add/(less) non-cash items:
Depreciation and amortisation expense 16,546 17,122
Depreciation on lease vehicles 13 3,106 3,923
Capitalised net interest income and fee income (297,256) (278,849)
Impaired asset expense excluding bad debt recoveries 8 37,604 73,393
Losses on guaranteed future value products - 1,504
Fair value movements (3,055) (10,420)
Deferred tax 5,509 2,496
Other non-cash items (8,719) 1,630
Total non-cash items (246,265) (189,201)

Add/(less) movements in operating assetsand liabilities:
Finance receivables measured at amortised cost 265,535 464,299
Finance receivables - reverse mortgages (326,305) (220,324)
Operating lease vehicles (3,825) (1,223)
Otherassets (11,495) (30,876)
Current tax 35,688 (16,102)
Derivativefinancial instruments (9,936) 19,167
Deposits 325,994 586,554
Other liabilities 8,501 115
Total movements in operating assets and liabilities 284,157 801,610

Net cash flows from operating activities 137,967 664,065

The accompanying notes form an integral partofthe financial statements.
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Notes to the Financial Statements
For the yearended 30 June 2026

1 Financial statements preparation

Reporting entity

The financial statements presented are the consolidated financial statements comprising Heartland Bank Limited (HBL 
orthe Bank) and its controlled entities (the Banking Group). Referto Note 26 - Significant subsidiaries forfurther 
details.

The Bankisacompany incorporated in New Zealand underthe Companies Act 1993, a registered bankunderthe 
Banking (Prudential Supervision) Act 1989 and a Financial Market Conduct (FMC) reporting entity for the purposes of 
the Financial Markets Conduct Act 2013 (FMCA) providing consumer and business banking services to customers.

The Banking Group is a designated climate reporting entity (CRE) and is required to produce annual mandatory group 
climate statements underthe FMCAand Aotearoa New Zealand ClimateStandards (NZCS).Acopy ofthe Climate 
Statement will be available on HGH’s website at https://www.heartlandgroup.info/sustainability once issued. Refer 
to Note 20- Enterprise risk management program for further details.

For purposes of these financial statements and this Disclosure Statement,

• the New Zealand Banking Group, as defined in the Bank’s Conditions of Registration, refers to the consolidated 
group comprising HBL and its controlled entities incorporated in New Zealand but not including Marac Insurance 
Limited (MIL);

• the Australian Banking Group refers to the consolidated group comprising Heartland Bank Australia Limited (HBA) 
and its controlled entities incorporated in Australia; and

• the Banking Group referstotheconsolidatedgroupcomprisingthe NewZealand Banking Group, Australian Banking 
Groupand MIL.

• Effective 27 June 2025, MILwas no longer licensedtocarryout insurance business in NewZealand.

Basis of preparation

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New 
Zealand (NZGAAP) and withthe requirementsofthe Financial MarketsConductAct2013.Thefinancialstatements 
comply with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and other applicable 
Financial Reporting Standards as appropriate for profit-oriented entities, and the Registered Bank Disclosure Statement 
(NewZealand Incorporated Registered Banks) Order2014 (asamended) (theOrder).Thefinancialstatementsalso 
comply with International Financial Reporting Standards Accounting Standards (IFRS Accounting Standards) as issued 
bythe International Accounting Standards Board.

The financial statements are presented in New Zealand dollars which is HBL's functional and presentation currency. 
Unlessotherwise indicated, amountsare rounded tothe nearest thousand dollars.

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

The accounting policies adopted have been applied consistently throughoutthe periods presented inthese financial 
statements.

The Banking Group has revised the presentation and disclosure of certain line items within the financial statements to 
ensure consistencyacross financial periods presented. Refertothe relevant notesforfurtherdetails.These revised 
presentations have no impactonthe overall financial performance, financial position orcashflows forthe comparative 
year.

Basis of measurement

The financial statements have been prepared on the basis of historical cost, except for certain financial instruments 
and investment properties, whichare measured attheirfairvalues as identified inthe accounting policies setout inthe 
accompanying notes to the financial statements.
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1 Financial statements preparation (continued)

Principles ofconsolidation

The financial statementsofthe Banking Group incorporatetheassets, liabilitiesand resultsofall controlled entities. 
Controlled entities are all entities in which the Banking Group is exposed to, or has rights to, variable returns from its 
involvement with the entities and has the ability to affect those returns through its power over the entities. 
Intercompany transactions, balances and any unrealised gains or losses except for foreign currency transaction gains 
or losses between controlled entities are eliminated.

Assetsand liabilities inatransactional currencythat is not the New Zealand dollar (NZD) aretranslated atthe exchange 
rates rulingat balance date. Revenueandexpense itemsaretranslated attheaverage rate fortheyear. Exchange 
differences are taken to other comprehensive income within the statement of comprehensive income.

Changes in accounting standards

Accounting standards issued and effective

Changes in accounting policy

There have been no changes to accounting policies or new or amended standards that are issued and effective that 
had a material impact on the Banking Group.

Accounting standards issued not yet effective

The impact assessment below isyetto considerthe potential implicationsasaresult ofthe proposed mergerwithTSB 
BankLimited (seeSignificantevents below).

Exceptforthedisclosure below, otheramendments toexisting NZ IFRSs and IFRS Accounting standards areeither 
irrelevant or not material to the financial statements ofthe Banking Group.

Presentation and Disclosure in Financial Statements (NZ IFRS 18)

NZ IFRS 18 was issued in May 2024 to replace NZ IAS 1 Presentation of Financial Statements (NZ IAS 1) when applied.

NZ IFRS 18will not have an impact on the recognition and measurement of items inthe financial statements. However, it 
is expected to have a significant effect on their presentation and disclosure. These changes include categorisation and 
sub-totals in the statement of comprehensive income, aggregation/disaggregation and labelling of information, and 
disclosure of managementdefined performance measures.

NZ IFRS 18 also results in consequential amendments to other various NZ IFRS Accounting Standards.

NZ IFRS 18 will be effective forthe Banking Group's reporting period beginning on 1 July2027.The Banking Group is 
currently assessing the impact and will disclose more detailed assessments in the future.

The Banking Groupwill also consider relevant agenda decisions issued, updated andwithdrawn bythe IFRS 
Interpretations Committee and the International Accounting Standards Board as part of the assessment.

Amendments to the Classification andMeasurement ofFinancial Instruments (theAmendments)

The Amendments to NZ IFRS 9: Financial Instruments (NZ IFRS 9) and NZ IFRS 7 Financial Instruments: Disclosures (NZ 
IFRS 7) were issued in June 2024, in responseto matters identified duringthe post-implementation reviewofthe 
classification and measurement requirements of NZ IFRS 9.

The Amendments provide additional guidance on various areas in NZ IFRS 9 and introduce additional disclosure 
requirements in NZ IFRS7. The areasthatare relevanttothe Banking Group are:

• NZ IFRS 9: derecognition timing of financial liabilities settling through electronic payment systems. The Banking 
Group plans toapplytheexception introduced bytheAmendmentsand derecognise financial liabilities upon 
initiating related payment instructions instead ofonthedates whenthefundsarewithdrawn fromthe Banking 
Group's bank accounts.

• NZ IFRS7: certain additional disclosureson disposal ofequity investmentsatfairvaluethroughother 
comprehensive income.

The Amendmentswill be effective forthe BankingGroup’s reporting period beginning on 1 July2026.The Banking Group 
plans to apply the transition provision of the Amendments and apply any change prospectively.
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1 Financial statements preparation (continued)

Accounting standards issued not yet effective (continued)

IFRS 20 RegulatoryAssets and RegulatoryLiabilities (IFRS 20)

The IASB issued IFRS 20 in May 2026. The standard sets outthe accounting requirementsforentities subjecttoa 
specific type of rate regulations. Thisstandard will become effective, if relevanttothe Banking Group, from its reporting 
period beginningon 1 July2029. Management will considerthe implications ofthis newstandard inthe future.

Critical accounting estimates and judgements

The Banking Group’s financial statements requires the use of estimates and judgements. This note provides an 
overviewoftheareasthat involve a higherdegree ofjudgementorcomplexity. Detailed informationabout each ofthese 
estimates and judgements is included in the relevant notes together with the basis of calculation for each affected item 
in the financial statements.

• Provisions for impairment on finance receivables at amortised cost - The effect of credit risk is quantified based on 
the Banking Group's best estimate of future cash repayments and proceeds from any security held or by reference 
to riskprofilegroupings, historical lossdataand forward-looking information. Referto Note 22 - Assetquality for 
further details.

• Fair value of reverse mortgages-Judgement is applied in determiningthe appropriatenessofthefairvalue. Referto 
Note 19 - Fair value forfurtherdetails, includingthe changes in accounting estimatesduringthe year.

• Goodwill - The BankingGroupcarriesout impairment testing annuallyoverthecarrying valueofgoodwill ofitscash 
generating units (CGUs). Uncertainty is involved in estimating value in useandjudgement isapplied in assumptions 
used to determinethe recoverableamount ofaCGUfor impairment testing. Referto Note 17 - Other balance sheet 
items for further details.

Assumptions made ateach reporting date (e.g., the calculation ofthe provisionfor impairmentand fair value 
adjustments) are basedon best estimates as atthatdate. Althoughthe Banking Group has internal controls in place to 
ensure that estimates can be reliably measured, actual amounts may differ from these estimates. The estimates and 
judgements used inthe preparation ofthe Banking Group’sfinancial statementsare continuallyevaluated. Theyare 
based on historical experience and other factors, including expectations of future events that may have a financial 
impact on the entity. Revisions to accounting estimates are recognised in the reporting period in which the estimates 
are revised and in any future periods affected.

Significant events

Realisation ofNon-StrategicAssets (NSAs)

NSAs represent assets accumulated over time that are no longer aligned with the Banking Group’s current strategic 
focus orthreshold return on equity objectives and do not contribute positivelyto performance. These assets are 
subjectto active realisation strategies, with proceeds intended to be redeployed into higher-return core lending 
portfolios to optimise capital efficiency.

During the year ended 30 June 2026, the Banking Group made significant progress in reducing its exposure to NSAs.

Key transactions completed during the year included:

• Accelerated exits from Rural, Business Relationships and Home loan borrowers through the settlements, sale of 
security and refinancing, included within finance receivables at amortised cost in the statement of financial 
position.

• Saleofoneoftwodairyfarms, both previously includedwithin property, plantandequipmentunderotherassets in 
the statement of financial position, with the remaining farm now classified as an asset held for sale following a 
conditional offer at balance date.

• Continuousdivestmentsofthe BankingGroup'sequity investments.

These realisations align with the Banking Group's strategyto simplify its portfolio and focus on core operations. The 
financial impactsofthesetransactions, including anygainsor lossesondisposal, are reflected intheconsolidated profit 
or loss forthe year.
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1 Financial statements preparation (continued)

Significant events (continued)

Reduction ofregulatorycapital overlay

The RBNZ has issued revised Conditions of Registration (CoR) which, effective 1 March 2026, reduce the regulatory 
capital overlay for both the Banking Group and the New Zealand Banking Group from 2.00% to 0.50%. Refer to Note 29 - 
Capital adequacy and regulatory liquidity ratios and New Zealand Banking Groupdisclosures for further details.

Proposed merger with TSB BankLimited

On2June 2026, HGHannouncedaconditionalagreementtoacquireallsharesofTSB BankLimitedfromToi Foundation 
for$620 million and subsequently mergethe BankwithTSB BankLimited toformTSB Heartland BankLimited. The 
proposedtransaction remainssubjecttoToi Foundationand Heartlandshareholderapprovalsandthe necessary 
regulatory approvals. The Banking Group will account for this proposed transaction upon completion.

All othersignificant eventsandtransactions aredisclosed in the notes tothefinancial statements.

Financial assets and liabilities

Financial Assets

Financial assets are classified based on:

• The business model within which the assets are managed; and
• Whetherthecontractual cash flowsofthe instrument represent solely paymentof principal and interest (SPPI).

The Banking Groupdeterminesthe business model atthe levelthat reflects howgroups of financial assetsare 
managed. When assessing the business model, the Banking Group considers factors including how performance and 
risks are managed, evaluated and reported and the frequency and volume of, and reason for sales in previous periods.

Financial assets are classified intothe following measurement categories:

Financial Assets Measurement Category Note
Government securities, public sector securities, 
bank bonds, corporate bonds and floating rate 
notes

Fair value through other comprehensive income 
(FVOCI) and fair value through profit or loss (FVTPL) 10

Equity securities FVOCI and FVTPL 10
Finance receivables - reverse mortgages FVTPL 19
Finance receivables Amortised cost 12
Derivativefinancial instruments FVTPL 11

Financial assets measured at amortised cost
Financial assets are measured atamortised cost iftheyare held withina business model whose objective isachieved 
through holding the financial asset to collect contractual cash flows which represent SPPI.

Financial assets atamortised costare initially recognised atfairvalue plus incremental directtransaction costsand are 
subsequently measured at amortised cost using the effective interest rate method.

Financial assets measured at FVOCI
Financial assets are measured at FVOCI iftheyare held within abusiness model whose objective isachieved both 
through collecting contractual cash flows which represent SPPI or selling the financial asset.

Financial assets at FVOCI are measured at fair value with unrealised gains and losses recognised in other 
comprehensive income except for interest income, impairment charges and foreign exchange gains and losses, which 
are recognised in profit or loss.
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1 Financial statements preparation (continued)

Financial assets and liabilities (continued)

FinancialAssets (continued)

Financial assets measured at FVTPL
Financial assets are measured at FVTPL if:

• they are held within a business model whose objective is achieved through selling or repurchasing the financial 
asset inthe near term, orforms partofaportfolio offinancial instrumentsthatare managedtogetherand forwhich 
there isevidence ofshort-term profit taking; or

• the contractual cash flowsofthe financial assetdo not representSPPI onthe principal balance outstanding; or
• they are designated at FVTPLupon initial recognition to eliminate or reduce an accounting mismatch.

Financial assets at FVTPL are initially measured at fair value with subsequent changes in fair value recognised in profit or 
loss. Related transaction costs are expensed in the profit or loss.

Cash and cash equivalents

Cash and cash equivalents include demand deposits held with financial institutions and other short-term, highly liquid 
investmentswith original maturities ofthree monthsor lessthatare readilyconvertible to known amounts ofcash and 
subjecttoan insignificant riskofchanges in value.

Financial Liabilities

Financial liabilities are classified into the following measurement categories:

• those to be measured at amortised cost;
• those to be measured at FVTPL.

Financial liabilities measured at amortised cost
Financial liabilitiesare measured atamortised cost iftheyare not held fortradingordesignated at FVTPL.

Financial liabilities measured at amortised cost are accounted for using the effective interest rate method.

Financial liabilities measured at FVTPL
Financial liabilities are measured at FVTPL if:

• they are derivatives; or
• they are held for trading where the principal objective is achieved through selling or repurchasing the financial 

liability in the near term, or forms part of a portfolio of financial instruments that are managed together and for 
which there is evidence of short-term profit taking; or

• they are designated at FVTPLupon initial recognition to eliminate or reduce an accounting mismatch.

Financial liabilities at FVTPL are initially measured at fair value with subsequent changes in fair value recognised in profit 
or loss.

Further details of the accounting policy for each category of financial asset or financial liability mentioned above is set 
out in the note for the relevant item.

The Banking Group’s policiesfordeterminingthe fairvalue offinancial assetsandfinancial liabilitiesare set out in Note 
19 - Fair value.

Recognition

The Banking Group initially recognises finance receivables and borrowingsonthedatethattheyare originated. All other 
financial assets and liabilities (including assets and liabilities designated at FVTPL) are initially recognised on the trade 
date atwhichthe Banking Group becomesapartytothe contractual provisionsofthe instrument.
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1 Financial statements preparation (continued)

Financial assets and liabilities (continued)

Derecognition

The Banking Group derecognises a financial asset when the contractual rights tothe 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 
substantiallyallthe risksand rewardsofownershipofthefinancial assetaretransferred. Any interest intransferred 
financial assetsthat is createdor retained bythe BankingGroup is recognised asaseparate asset.

The Banking Groupenters intotransactionswhereby ittransfers assets recognisedon its statement offinancial 
position but retainseitherall risksor rewards ofthetransferred assetsoraportion ofthem. Ifall orsubstantiallyall risks 
and rewards are retained, then the transferred assets are not derecognised from the statement of financial position. 
Transfersof assets withthe retention ofall orsubstantiallyall risks and rewards include, forexample, securitised assets 
and repurchase transactions.

Financial liabilities are derecognised when the obligation is discharged, cancelled or expires. Where an existing financial 
liability is replaced byanotherfromthe same lenderonsubstantiallydifferent terms, orthe terms ofan existing liability 
aresubstantially modified, the exchange or modification istreated asaderecognition oftheoriginal liabilityandthe 
recognition of a new liability, with the difference in the respective carrying amounts recognised in profit or loss.
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Performance
2 Segmental analysis

Segment information is presented in respectofthe Banking Group'soperating segments, consistentwiththose used forthe 
Banking Group's management and internal reporting. This information is presented in accordance with NZ IFRS and included 
inthe measurement of segment profitor loss toenablethe evaluation ofthe nature and financial effects ofthe Banking 
Group's business activities and operating environment.

An operating segment is a component of an entity engaging in business activities whose results are regularly reviewed by 
the BankingGroup'schiefoperatingdecision maker (CODM).The CODM, who is responsibleforallocating resourcesand 
assessing business performanceofthe BankingGroup, has been identified asthe Banking Group’sChief Executive officer 
(CEO) and direct reports.

Operating segments

The Banking Group operates within New Zealand and Australia and comprises the following main operating segments:

Operating segments - New Zealand

Motor vehicle finance.Motor

Reverse mortgages Reverse mortgage lending.

Personal lending Transactional, home loansand personal loansto individuals.

Business Term debt, plant and equipment finance, commercial mortgage lending and working capital solutions 
for small-to-medium sized businesses.

Rural Specialistfinancial servicestothefarmingsector primarilyoffering livestockfinance, rural mortgage 
lending, seasonal and working capital financing, as well as leasing solutions to farmers.

Operating segment - Australia

Australian Banking Australian Banking Group provides banking and financial services in Australia which consist of reverse 
Group mortgage lending, livestockfinanceandotherfinancialservices.

All othersegments

Other Operating expenses, such as premises, IT and support centre costs in New Zealand are not allocated
to the New Zealand operating segments and are included in Other. Income tax for New Zealand is also 
included in Other.

Finance receivables are allocated across the operating segments as assets. Liabilities are managed centrally and therefore 
are notallocated acrossthe operating segments, exceptforthe geographical allocation between Australia and New Zealand. 
The Banking Group does not rely on any single major customer for its revenue base.
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2 Segmental analysis (continued)

$000’s Motor
Reverse

Mortgages
Personal
Lending Business Rural

Australian
Banking

Group Other Total

June2026
Net interest income 70,176 63,197 2,074 38,788 32,580 130,815 - 337,630
Lending and credit fee income 3,222 2,737 193 2,714 624 3,017 - 12,507
Netotherincome 754 - 9 896 270 4,719 2,908 9,556
Net operating income 74,152 65,934 2,276 42,398 33,474 138,551 2,908 359,693

Personnel expenses 6,260 2,218 3,128 4,343 2,419 28,027 47,967 94,362
Otherexpenses 1,789 5,445 1,064 785 1,161 35,511 49,198 94,953
Operating expenses 8,049 7,663 4,192 5,128 3,580 63,538 97,165 189,315
Profit/(loss) before netfair 
value gain on equity 
investments and investment 
property, losses on 
guaranteed future value 
products, impaired asset 
expense and income tax

66,103 58,271 (1,916) 37,270 29,894 75,013 (94,257) 170,378

Net fair value gain on equity 
investments and investment - - - - - - 3,055 3,055
property
Losses on guaranteed future 
value products - - - - - - - -

Impaired asset expense 12,066 - 202 13,745 4,412 3,109 - 33,534
Profit/(loss) before income 
tax 54,037 58,271 (2,118) 23,525 25,482 71,904 (91,202) 139,899

Income tax expense - 21,607 18,217 39,824
ProfitZ(loss) fortheyear 54,037 58,271 (2,118) 23,525 25,482 50,297 (109,419) 100,075

Total assets 1,724,400 1,440,707 43,143 670,182 680,559 4,161,570 637,545 9,358,106
Total liabilities1 8,051,189
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2 Segmental analysis (continued)

$000’s Motor
Reverse

Mortgages1
Personal
Lending Business Rural

Australian
Banking

Group Other Total

June2025
Net interest income 69,467 55,861 5,187 49,144 32,686 94,749 - 307,094
Lending and credit fee income 5,298 2,472 (187) 3,595 511 2,292 - 13,981
Netother income 765 - 10 1,085 1,469 641 2,878 6,848
Net operating income 75,530 58,333 5,010 53,824 34,666 97,682 2,878 327,923
Personnel expenses 5,524 2,030 3,289 5,762 2,253 21,458 44,578 84,894
Other expenses 1,653 3,516 2,089 1,394 869 30,796 57,043 97,360
Operating expenses 7,177 5,546 5,378 7,156 3,122 52,254 101,621 182,254
Profit/(loss) beforefair 
value loss on equity 
investments, losseson 
guaranteed future value 
products, impairedasset 
expense and income tax

68,353 52,787 (368) 46,668 31,544 45,428 (98,743) 145,669

Net fair value gain on equity 
investments and investment - - - - - - 1,623 1,623
property

Losses on guaranteed future 
value products 1,504 - - - - - - 1,504

Impaired asset expense 19,218 - 639 44,812 4,084 2,885 - 71,638
Profit/(loss) before income 
tax 47,631 52,787 (1,007) 1,856 27,460 42,543 (97,120) 74,150

Income tax expense - 12,756 9,738 22,494
ProfitZ(loss) fortheyear 47,631 52,787 (1,007) 1,856 27,460 29,787 (106,858) 51,656

Total assets 1,687,763 1,233,272 178,625 853,011 731,819 3,169,630 767,644 8,621,764
Total liabilities1 7,428,475

’Total liabilities include $3,593 million (2025: $2,713 million) attributable to the Australian Banking Group segment.
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3 Net interest income

Policy

Interest income and expense on financial instruments at amortised cost or FVOCI is measured using the effective 
interest rate method, which discounts the financial instruments' future cash flows to their present value and allocates 
the interest incomeorexpense overthe life ofthe financial instrument. The effective interest rate isestablished on 
initial recognition ofthefinancial assetsor liabilitiesand is notsubsequently revised. Forthesefinancial instruments, 
the calculation ofthe effective interest rate includes all yield related fees and commissions paid or received that are an 
integral partofthe underlying financial instrument. Costs ofthedeposit compensation levyarealso included under 
interest expense on deposits.

Interest income iscalculated basedonthegross carrying amount offinancial assets instages 1 and 2 ofthe Banking 
Group's expected credit losses (ECL) model and on the carrying amount net of the provision for ECL for financial assets 
instage3.

For non-derivative financial assets measured at FVTPL, interest is calculated based on implied effective interest rate 
based onthe initial fairvalue ofthe assets. Forderivative instruments, the interest is accrued based onthe agreed 
rates of corresponding pay legs and receive legs.

$000’s June2026 June2025

Interest Income
Calculated using the effective interest method
Cash and cash equivalents
Investments measured at FVOCI
Finance receivables measured at amortised cost

9,867
33,970

290,880

12,301
33,152

354,962
Total interest income calculated using the effective interest method 334,717 400,415

Fair value through profit or loss
Investments measured at FVTPL
Finance receivables - reverse mortqaqes

31
329,895

7,416
298,033

Total interest income on financial assets measured at FVTPL 329,926 305,449
Total interest income 664,643 705,864

Interest Expense
Calculated using the effective interest method
Deposits
Other borrowinqs

269,025
45,845

312,134
95,885

Total interest expense calculated using the effective interest method 314,870 408,019

Fair value through profit or loss
NetinterestexpenseZ(income) onderivative financial instruments 12,143 (9,249)
Total net interest expense/(income) on derivative financial instruments measured at 
FVTPL 12,143 (9,249)

Total interest expense 327,013 398,770

Net interest income 337,630 307,094
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4 Net operating lease income

Policy
Asa lessor, the Banking Group retainssubstantiallyallthe risksand rewards incidentaltoownershipofthe assetsand 
therefore, classifies the leases as operating leases. Rental income and expense from operating leases are recognised 
onastraight-line basisoverthe term ofthe relevant lease. Initial directcosts incurred in negotiatingandarrangingan 
operating lease are added tothe carrying amount ofthe leased assetand recognisedonastraight-line basisoverthe 
lease term. Profits on the sale of operating lease assets are included as part of operating lease income. Current year 
depreciation and losses on the sale of operating lease assets are included as part of operating lease expenses. The 
leased assetsare depreciated overtheiruseful liveson a basis consistent with similar assets.

$000’s June2026 June2025
Operating lease income
Lease income
Gain on disposal of lease assets

4,152
625

5,455
599

Total operating lease income 4,777 6,054

Operating lease expense
Depreciation of lease assets 
Direct lease costs

3,106
292

3,923
376

Total operating lease expense 3,398 4,299

Net operating lease income 1,379 1,755
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5 Other income

Policy
Rental income from investment properties
Rental income from investment properties is recognised onastraight-line basis overthe termofthe relevant lease.

Fair value gain or loss on derivative financial instruments
The Bankinq Group does not apply hedqe accountinq on foreiqn exchanqe contracts. The qain or loss on foreiqn 
exchanqeforwards is includedas partofforeiqn exchanqe qain/(loss) in other income. Hedging ineffectiveness 
arising from fair value hedges and cash flow hedges (see Note 11 - Derivative financial instruments) is presented in 
other income together with any fair value change of interest rate swaps not subject to any hedges.

Fair value gain or loss on non-derivative financial instruments
A fair value gain or loss on certain non-derivative financial instruments is recognised in profit or loss for financial 
instruments held at fair value through profit or loss. The cumulative gain or loss on debt instruments, recognised in 
othercomprehensive income, issubsequently reclassifiedto profitor losson disposal ofthe instrument. Referto Note 
10 - Investments forfurtherdetails.

’Referto Note 18 - Related partytransactionsand balancesforfurtherdetails.
2 Includes (a) realised and unrealised gains/(losses) on investments ingovernment securities, bankbondsand floating rate notes of 
$0.1 millionrelatingtoHBA (2025;$0.4million) (SeeNotelO- Investmentsforfurtherdetails) and (b) fairvalueadjustmentof$6.9 
million arising from a change in the broker commission estimate in the current year (see Note 19 - Fair value for further details).

$000’s June2026 June2025
Rental inccme frcm investment properties
Fair value gain/(lcss) cnderivative instruments measured atfairvalue
Management fee inccme1
Fair value gain on non-derivative financial instruments2
Other income3
Loss on early extinguishment of borrowings4
Foreign exchange gain

296 584
8 (5,142)

1,075 7,181
7,016 441
1,844 1,703
(2,271)

209 326
Total other income 8,177 5,093

3Other income forthe year ended 30June 2026 includes (a) $1.1 million incomeqenerated from rural properties under manaqementof 
the Banking Group (2025: $1.5million), (b) a realised loss of$0.8 million fromthesaleofa rural property/dairyfarm (Referto Note 1 - 
Financial statements preparationforfurtherdetails) and (c) $1.5 million useofmoney interest received from incometaxprepayments.
4Refer to Unsubordinated note section of Note 14 - Borrowings for further details.

P. 23 pwc



6 Operating expenses

Policy
Operating expensesare recognised asthe underlying service is renderedoroverthe period in which an asset is 
consumed or a liability is incurred.

’Excludes certain personnel expensesdirectly incurred in acquiring and developing softwareand capitalised as partofspecific 
application software.

$000’s June2026 June2025
Personnel expenses1 94,362 84,894
Directors' fees 1,540 1,605
Superannuation 4,055 3,297
Depreciation - property, plant and eguipment 1,597 1,910
Legal and professional fees2 9,374 8,708
Advertising and public relations 6,282 3,126
Depreciation - right-of-use assets 3,635 3,703
Technology services and communications 25,426 20,904
Customer administration costs 11,573 11,117
Customer onboarding costs 2,648 2,730
Occupancy costs 2,844 2,848
Amortisation of intangible assets 11,314 11,509
Management fees - related party3 4,939 7,229
Other operating expenses4 9,726 18,674
Total operating expenses 189,315 182,254

2Legal and professional fees includecompensation ofauditorwhich isdisclosed in Note 7 - Compensation of auditor.
3Referto Note 18 - Related party transactions and balances for furtherdetails.
4Other operating expenses mainlycomprisethe non-recoverable proportion ofgoodsand servicestax (GST), debt recovery fees, 
insurance and project expenses.
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7 Compensation of auditor

The fees payabletothe auditors, PricewaterhouseCoopers (PwC) areoutlined inthe belowtable:

’Fees are forboth the audit oftheannual financial statementsand reviewofthe interimfinancial statements.This includes limited 
assurance on disclosures of capital adequacyand regulatory liquidity requirements.

$000’s June2026 June2025
Fees paidtoauditor
Audit and review offinancial statements1
Current year 1,789 1,686
Additional for prior year 68 56
Total audit and review offinancial statements 1,857 1,742

Audit or review related services
APRA regulatory reporting and Australian Financial Services Licence reporting assurance 
services 242 200

Insurance solvency return assurance services - additional for prior year - 4
Registry assurance services 12 12
Trustdeed reporting services 4 3
Total audit or review related services 258 219

Other assurance services and other agreed-upon procedures
Greenhouse gas emissions assurance services 51 49
Total other assurance services and other agreed-upon procedures 51 49

Other services
Provision of executive reward survey report 4
Total compensation paid to auditor 2,166 2,014

8 Impaired asset expense

Referto Note 22 - Asset quality for provision for impairment details.

$000’s June2026 June2025
Individually impaired asset expense 25,864 24,730
Collectively impaired asset expense 11,740 48,663
Total impairedasset expense excluding recoveryofamounts previouslywritten offto 
the income statement 37,604 73,393

Recovery ofamounts previouslywritten offtothe income statement (4,070) (1,755)
Total impaired asset expense 33,534 71,638
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9 Taxation

Policy
Incometax
Incometaxexpensefortheyearcomprisescurrenttaxand movements in deferredtax balances, including any 
adjustment required for prior years' tax expense. Income tax expense is recognised in profit and loss except to the 
extent that it relates to items recognised directly in other comprehensive income or equity, in which case it is 
recognised in othercomprehensive income orequity, respectively.

Current tax
Current tax is the expected tax payable or receivable on the taxable income forthe year, using tax rates enacted or 
substantivelyenacted atthe reporting date, andany adjustment tothe tax payable or receivable in respectof previous 
years. Currenttaxforcurrentand prioryears is recognised asaliability (orasset) tothe extentthat it is unpaid (or 
refundable).

Deferred tax
Deferredtax is provided usingthe balance sheet liability method, providingfortemporarydifferences betweenthe 
carrying amounts of assets and liabilities foraccounting purposesandthe amounts used fortaxation purposes. As 
required by NZIAS12 IncomeTaxes, adeferred taxasset is recognised onlytothe extentthat it is probablethata 
future taxable profit will be available to realise the asset.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets 
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 
Banking Group intendsto settle its current tax assets and liabilitieson a net basis.

Goods and services tax (GST)
Revenues, expenses and assets are recognised net of GST. As the Banking Group is predominantly involved in 
providing financial services, only a proportion of GST paid on inputs is recoverable. The non-recoverable proportion of 
GST istreated asan expense or, ifrelevant, as partofthecostofacquisition ofanasset.
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9 Taxation (continued)

Income tax expense

$000's June2026 June2025
Income tax recognised in profit or loss
Current tax
Current year
Adjustments for prior year

34,754
(439)

18,035
2,561

Deferred tax
Current year
Adjustments for prior year

5,835
(326)

4,447
(2,549)

Total income tax expense recognised in profit or loss 39,824 22,494

Income tax expense recognised in other comprehensive income
Current tax
Investment securities at fair value and fair value hedge adjustments in fair value reserve 
Fair value movements in derivatives held in cash flow hedge reserve

180
2,355

592
(3,193)

Deferred Tax
Movement in cash flow hedge reserve relating to terminated swap (169) -
Total incometaxexpense/(benefit) recognised in othercomprehensive income 2,366 (2,601)

Reconciliation of tax expense and accounting profit
Profit before income tax
Taxat local income tax rate (NZ:28%, Australia:30%) 
Adjusted tax effect of items not (taxable)/deductible 
Adjustments for prior year

139,899
40,610

(21)
(765)

74,150
21,613

869
12

Total income tax expense 39,824 22,494

Deferred tax comprises the following temporary differences:

$000's June2026 June2025
Employee entitlements 3,921 2,886
Share based payment 427 90
Provision for impairment 16,007 20,880
Intangiblesand property, plantandeguipment (5,643) (3,777)
Right-of-use assets (3,452) (3,536)
Lease liabilities 4,074 4,152
Deferred acguisition costs - (6)
Operating lease vehicles (528) (357)
Deferred income (4,866) (5,758)
Taxloss 4,361 5,996
Othertemporary differences 468 (461)
Total deferred tax 14,769 20,109

Opening balance of deferred tax 20,109 22,605
Movement recognised in profit or loss (5,509) (1,898)
Movement recognised in othercomprehensive income 169 -
Change in recognition of deferred tax asset - (598)
Closing balance of deferred tax 14,769 20,109
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Financial Position
10 Investments

Policy
Investments are classified into one ofthe following categories:

Fair value through other comprehensive income
Thiscategoryincludes (a) debtsecuritiessuchas bankand corporate bonds, publicsectorbonds, and floating rate 
notes; and (b) equity securities. Debt securities are measured at FVOCI where such investments are held within the 
business model whose objective is achieved through both collecting contractual cash flows or selling the assets; and 
the collection of such cash flows represent solely payments of principal and interest on the principal amount 
outstanding. Equity securities are measured at FVOCI where the Banking Group has irrevocably elected to account for 
these insuch mannerat initial recognition. Subsequent changes in fairvalueofthese investmentsare recognised in 
other comprehensive income and accumulated inthe fair value reserve.

The cumulative gain or losson debtsecuritiesabove is subsequently reclassifiedtoother income/(expense) inthe 
profit or loss upon subsequent disposal. The gain or loss on equity securities, however, is not reclassified to profit or 
loss upon disposal. The Banking Group may electtotransfer such gain or loss to retained earnings when a sale occurs.

Fair value through profit or loss
Investments under this category are (a) those debt securities not measured at FVOCI described above or amortised 
cost (like the Banking Group's lending to customers); and (b) equity securities where the Banking Groupdoes not 
electto measure at FVOCI at initial recognition. These investmentsare measuredatfairvalueat initial recognition. Any 
transaction costs are expensed as incurred in profit or loss.

Subsequentchanges in fair value ofthese investments are recognised within profitor loss.

’Includes HBA's investments acquired priortothe acquisitionof HBA by HBLon 30 April 2024. Effective 1 July2024, HBAadopted a 
business model whose objective is achieved through both the collection of contractual cash flows and the sale of debt securities. 
Accordingly, HBA'sacquired debt securitiessincethatdate have been measured at FVOCI, in alignment with the Banking Group's 
policies. Referto Note 19 - Fairvalueforfurtherdetails.

$000’s June2026 June2025
Investments measured at FVOCI
Bank bonds and floating rate notes
Public sector securities and corporate bonds
Equity investments

269,688
545,420

5,192

274,571
500,658

5,664

Investments measured at FVTPL
Government securities, bank bonds and floating rate notes1 
Equity investments

- 2,174
6,977

Total investments 820,300 790,044

Duewithinoneyear
Due more than one year

215,469
599,639

206,841
570,562

Total investments in debt securities 815,108 777,403
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11 Derivativefinancial instruments

Policy
The Banking Group uses derivatives for risk management purposes, designates certain derivatives into hedging 
relationships and applies hedge accounting that meets the hedge accounting criteria. The Banking Group sometimes 
holds derivatives in economic hedge relationships where hedge accounting requirements are not met.

The Banking Group uses these derivatives to manage interest rate risks and sometimes foreign exchange risk. The 
subjects under hedge management (hedged item) could be an asset, liability, firm commitment or highly probable 
forecast transaction that exposes the Banking Group to a riskofchanges in fair value or future cash flows.

Derivatives are measured at theirfairvalue, with the derivatives being carried as assets when theirfairvalue is positive 
and as liabilities when theirfairvalue is negative.

Where derivatives are held as economic hedges, the changes in fair value are recognised immediately in profit or loss 
and presented within interest expense orother income/(expense) depending onthe nature of risks being managed.

For hedge relationshipsubjectto hedge accounting, the criteriathat must be metforarelationshiptoqualifyfor 
hedge accounting under NZ IFRS 9 includes that the:

• hedging relationship consists only of eligible hedging instruments and eligible hedged items, for which both the 
instruments and hedge subjects must be with parties externaltothe Banking Group,

• hedging relationship must be formallydesignated and documented at inceptionofthe hedge, and
• prospective effectivenesstesting must becarriedoutatthe inceptionofthe hedging relationship, and on an 

ongoing basis to ensure the hedge is effective, consistent with the originally documented risk management 
strategy and objective.

The Banking Groupdocuments, atthe inception ofthe hedges, the relationship between hedged itemsand hedging 
instruments, as well as its risk management objective and strategy for undertaking various hedge transactions. The 
Banking Group also documents its assessment, both at hedge inception and on an ongoing basis, of whetherthe 
derivatives that are used in hedging transactions are highly effective in offsetting changes in fair value or cash flows of 
hedged items.

The Banking Group determines whether an economic relationship between the hedged item and the hedging 
instrument exists basedonan assessment ofthe qualitative characteristics ofthis hedged itemandthe hedged risk, 
supported byquantitativeanalysis. Closealignment ofthecriticalterms ofthe hedged item and hedging instrument is 
also considered a strong indication of the presence of an economic relationship by the Banking Group.

The Banking Groupestablishesa hedge ratio byaligningtheamount ofthe exposure to be hedged andthe notional 
amount ofthe hedging instrument based on the observed economic relationship. It measures prospective hedge 
effectiveness at inception and on an ongoing basis using either regression analysis or critical term comparison. Hedge 
ineffectiveness isthe extent to whichthe changes inthe fair valueofthe hedging instrumentdo notoffsetthose of 
the hedged item. This is measured through applying the cumulative dollar offset method with the use of hypothetical 
derivative (a derivative that would have critical terms that exactly match those of the hedged item).

Ifahedging relationship ceases to meetthe hedge effectiveness requirement relating tothe hedge ratiowhilethe risk 
management objective forthat hedging relationship remainsthesame, the BankingGroupadjuststhe hedge ratioso 
that it meets the qualifying criteria again, allowing the continuation of a hedging relationship.

Hedge ineffectiveness may arise from a timing difference inthe repricing between the hedged item and the hedging 
instrument, oradifference inthetimingoftheircashflows. The counterparties' credit riskis notexpectedto result in 
material hedging ineffectiveness as all hedging instruments are collateralised and any underlying assets subject to 
hedges are of high credit rating.

Ifthe hedge no longer meetsthecriteria for hedge accounting, it is discontinued prospectivelyfromthedate onwhich 
the qualifying criteria are no longer met. This includes instances when the hedging instrument expires or is sold, 
terminated or exercised.
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11 Derivativefinancial instruments (continued)

Policy (continued)
Fair value hedge accounting
The Banking Group applies fair value hedge accounting to hedge movements in the value of fixed interest assets and 
liabilitiessubjectto interest rate risk.

Subsequent to initial designation, changes inthe fairvalueof derivativesthatare designated and qualifyforfairvalue 
hedge accountingare recorded in other income/(expense) within profitor lossalongsideany changes inthe fairvalue 
ofthe hedged assetor liabilitythatare attributabletothe hedged risk (fair value hedge adjustment).Wherethe 
hedged item iscarried atamortised cost, the fairvalue hedge adjustment is made tothecarryingvalue ofthe hedged 
assetor liability.

The Banking Group elects to amortise the fair value hedge adjustment when a hedge relationship is discontinued. 
Where a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, the 
fairvalue hedge adjustment isamortised to profitor loss on an effectiveyield basisoverthe remaining period to 
maturity ofthe hedged item. Where a hedged item is derecognised fromthe balancesheet, the fairvalue hedge 
adjustment is immediately transferred to profit or loss.

Cash flow hedge accounting
The Banking Group applies cash flow hedge accounting to hedge the variability in future interest cash flows 
attributableto interest rate riskon variable interest rate components of currentand highly probablefuturefinancial 
liabilities.

A fair value gain or loss associated with the effective portion of a derivative designated as a cash flow hedge is 
recognised initially inthe cash flow hedge reserve. The ineffective portion of a fair value gain or loss is recognised 
immediately in other income/(expense) withinthe profitor loss. The fairvalueaccumulated inthe cashflow hedge 
reserve is subsequently reclassified to interest expense in the same periods during which the hedged expected future 
interest cash flows affect profit or loss.

When a hedgingderivative issold, orthe hedge no longer meets the criteriafor hedge accounting, the cumulativegain 
or loss on the hedging derivative remains in the cash flow hedge reserve until the forecast transaction occurs and 
affects profitor loss, atwhich point it is reclassified tothe interest expense line. Ifaforecasttransaction is no longer 
expected to occur, the cumulative gain or loss on the hedging derivative previously reported inthe cash flow hedge 
reserve is immediately reclassified to interest expense within the profit or loss.

The Banking Group's approach to managing market risk, including interest rate risk, is disclosed in Note 24 - Interest rate 
risk. The Banking Group actively manages residual interest rate risk from the net exposure of its underlying assets and 
liabilities, associated withthe mismatchofthe interest rate repricing profiles of its interest earning assetsand interest 
bearing liabilities, by entering into interest rate swaps to hedge against movements in interest rates.

Interest rate swaps are bilateral derivative contracts with commitments to exchange one set of cash flows for another 
resulting in an economic exchange of interest rates without exchange of principal. Interest rate swap notional values 
indicate the volume of transactions outstanding at the end of the financial year and provide a basis for comparison with 
instruments recognised on the balance sheet but do not necessarily indicate the amounts of future cash flows involved, 
therefore don't indicate the Banking Group's exposure to credit or market risks. The fair values of derivative instruments 
and their notional values are set out in the below table.

$000’s
Notional
Principal

June2026
FairValue

Assets
FairValue
Liabilities

Notional
Principal

June2025
FairValue

Assets
FairValue
Liabilities

Interest rate related contracts
Designated as cash flow hedges
Designated as fair value hedges

699,584
329,978

1,921
3,113

4,767
6,199

854,635
349,100

175
4,617

11,456
9,203

Interest rate related contracts 1,029,562 5,034 10,966 1,203,735 4,792 20,659

Foreign currencyrelatedcontracts 
Held as economic hedges - 1,044 1
Foreign currency related contracts 1,044 1
Total derivative financial instruments 1,029,562 5,034 10,966 1,204,779 4,792 20,660
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11 Derivativefinancial instruments (continued)

Cash flow hedge accounting is applied to interest rate swaps designated as hedges ofthe Banking Group's floating rate 
domestic borrowingsand deposits by using 'receive floating / pay fixed' interest rate swaps to fixthecost offloating 
interest rate deposits and borrowings.

Fair value hedge accounting is applied to receive fixed interest rate swaps designated as hedges of interest rate risk 
arising from fixed-rate subordinated notes and to pay fixed interest rate swaps designated as hedges of interest rate 
riskarisingfrom fixed-rate investment securities.

The followingtable showsthe maturityand interest rate risk profiles ofthe interest rate swaps as hedging instruments 
in continuing fair value and cash flow hedge relationships.

$000’s
0-6

Months
6-12

Months
1-2

Years
2-5

Years
5+

Years Total
June2026

Interest rate risk
Cash flow hedge relationships
Pay fixed
Nominal amounts 140,000 60,000 235,000 264,584 699,584
Average interest rate 4.12% 4.09% 3.36% 3.38% -

Fair value hedge relationships
Pay fixed
Nominal amounts - 98,500 131,478 229,978
Average interest rate 
Receive fixed

- - 4.35% 4.22% -

Nominal amounts - - 100,000 - - 100,000
Average interest rate - - 4.30% - -
Total interest rate risk nominal amount 140,000 60,000 433,500 396,062 - 1,029,562

0-6 6-12 1-2 2-5 5+
$000’s Months Months Years Years Years Total
June2025

Interest rate risk
Cash flow hedge relationships
Pay fixed
Nominal amounts - 60,000 422,741 371,894 854,635
Average interest rate - 4.83% 3.87% 3.71% -

Fair value hedge relationships
Pay fixed
Nominal amounts 5,000 10,000 21,500 212,600 249,100
Average interest rate 
Receive fixed

1.01% 1.05% 5.37% 4.32% -

Nominal amounts - - - 100,000 - 100,000
Average interest rate - - - 4.30% -
Total interest rate risk nominal amount 5,000 70,000 444,241 684,494 - 1,203,735
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11 Derivativefinancial instruments (continued)

The following table sets out the accumulated fair value adjustments arising from the corresponding fair value hedge 
relationshipsandthe outcome ofthechanges in fair value ofthe hedged item as well asthe hedging instruments used 
as the basis for recognising effectiveness.

$000’s

Asat30June2026 Fortheyearended 
30June2026

HedginggainZ(loss) 
recognised in 

income statementCarryingvalue

Accumulated fair 
value hedge 
adjustment1

Interest rate risk
Investments 235,228 5,104 (2,234)
Other borrowings (102,813) (2,265) 484
Total 132,415 2,839 (1,750)

Interest rate swaps
Hedge ineffectiveness of financial instruments 
recognised in other income

(3,086) (3,086) 1,540

(210)

Otherborrowings(102,876)(2,749)(3,470)

$000’s

As at30June2025 Fortheyearended 
30June2025

HedginggainZ(loss) 
recognised in 

income statementCarryingvalue

Accumulated fair 
value hedge 
adjustment1

Interest rate risk
Investments 254,710 6,976 11,834

’Thefigures relating tothe hedged items representthe accumulated fair value hedge adjustments included inthe fair value reserve or 
carrying value of other borrowings as appropriate. None of these adjustments relate to hedges which have been discontinued. Figures 
relating tothe hedging instruments representtheiraccumulated fair valuechange.

Total 151,834 4,227 8,364

Interest rate swaps
Hedge ineffectiveness of financial instruments 
recognised in other income

(4,586) (4,586) (8,219)

145

The accumulated amount of fair value hedge adjustments included in the carrying amount of hedged items that have 
ceasedto be adjustedforhedging gainsand losses is nil (2025: nil).

The balance ofthe cash flow hedge reserve, amounts recognised inthe reserve, andamountstransferred out ofthe 
reserve are shown in the following table.

During the year ended 30 June 2026, a gain of $0.3 million (2025: $0.3 million loss) was recognised in fair value loss on 
derivativefinancial instruments inthe statement ofcomprehensive income recorded within other income related to 
hedge ineffectiveness from cash flow hedge relationships.

$000’s June2026 June2025
Cash flow hedge reserve
Balance at beginning of year
Transferred tothe income statement
NetincomeZ(loss) fromchange infairvalue

(9,474)
2,861
4,895

4,374
(3,690)
(13,351)

Net movement before tax
Tax on net movement in cash flow hedge reserve

7,756
(2,186)

(17,041)
3,193

Balance at end of year (3,904) (9,474)

There were notransactionsforwhich cash flow hedge accounting had to be ceased asaresult ofthe highly probable 
cash flows no longer being expected to occur (2025: nil).

Thereare $3.4 million ofcumulative losses (2025: $3.0 million ofcumulative losses) recognised inthecash flow hedge 
reserve on interest rate swaps for which hedge accounting is no longer applied on the basis that the associated variable 
cash flowsare still expected to occuroverthe lifetime ofthe original hedge relationships. Theassociated cash flow 
hedge reserve is being released overthe period oftheoriginal hedge relationshipwhich hassince beendiscontinued.
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12 Finance receivables measured at amortised cost

Policy
Finance receivables measured at amortised cost 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.

Fees and direct costs relating to loan origination, financing and loan commitments are deferred and amortised to 
interest income overthe life ofthe loan usingthe effective interest rate method. Lending fees notdirectly relatedto 
the origination of a loan are recognised over the period of service.

1 Referto Note 22 - Assetqualityforfurtherdetails.
2 Represents provisionforprobable losses arising fromtheguaranteed future value (GFV) portfolioofmotorvehicle loansthat havea 
guaranteed residual valueofthe underlying securityand optionalityforcustomersto return the vehicle.

$000’s June2026 June2025
Gross finance receivables measured at amortised cost 3,473,710 3,784,733
Less provision for impairment1 (54,022) (71,779)
Less provision for losses on guaranteed future value products2 (1,504) (1,504)
Net finance receivables measured at amortised cost 3,418,184 3,711,450

Duewithinoneyear 1,134,541 1,068,661
Due more than one year 2,339,169 2,716,072
Less provision for impairment1 (54,022) (71,779)
Less provision for losses on guaranteed future value products2 (1,504) (1,504)
Net finance receivables measured at amortised cost 3,418,184 3,711,450

13 Operating lease vehicles

Policy
Operating lease vehicles are stated at cost less accumulated depreciation.

Operating lease vehiclesare depreciated onastraight-line basis overtheirexpected useful life afterallowingforany 
residual values. The estimated lives ofthese vehicles vary upto a maximum of five years. Vehicles held for sale are not 
depreciated but are tested for impairment.

The future minimum lease payments receivable under operating leases not laterthan one year is$4.0 million (2025: $4.2 
million), within onetofive years is$4.0 million (2025: $4.8 million) and overfive years is nil (2025: nil).

$000’s June2026 June2025
Cost
Opening balance
Additions
Disposals

24,886
8,972

(7,036)

26,191
3,416
(4,721)

Closing balance 26,822 24,886

Accumulated depreciation
Opening balance
Depreciation charge for the year
Disposals

9,325
3,106

(1,889)

7,930
3,923 

(2,528)
Closing balance 10,542 9,325

Opening net book value 15,561 18,261
Closing net book value 16,280 15,561
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14 Borrowings

Policy
Borrowingsand depositsare initially recognisedatfairvalue including incremental directtransaction costs. Theyare 
subsequently measured at amortised cost using the effective interest method.

The Banking Group hedges interest rate riskoncertain debt issues. Whenfairvalue hedge accounting is applied to 
fixed rate debt issues, the carrying values are adjusted for changes in fair value related to the hedged risks.

The Banking Group also uses repurchase agreements as a source of short term wholesale funding. The cash 
consideration received is recognised as a liability (Repurchase agreements) within Other borrowings.

Repurchase agreements are designated at FVTPL when they are managed as part of a trading portfolio, otherwise they 
are measured at amortised cost. The difference between the sale price and the repurchase price is recognised within 
interest expense.

$000’s June2026 June2025
Deposits
Short-term interest bearing deposits
Non-interest bearing deposits
Termdeposits

1,478,234
34,726

5,655,928

1,420,664
38,369

5,073,761
Totaldeposits 7,168,888 6,532,794

Other borrowings
Unsubordinated notes 
Subordinated notes 
Securitised borrowings 
Certificates of deposit

20,300 
163,771 

557,301
49,169

128,747
156,854
520,048

19,805
Total other borrowings 790,541 825,454
Total depositsand other borrowings 7,959,429 7,358,248

Duewithinoneyear
Due more than one year

6,841,917
1,117,512

6,247,317
1,110,931

Total depositsand other borrowings 7,959,429 7,358,248

Deposits, unsubordinated notes andcertificatesofdeposit rankequallyand are unsecured.The Depositor 
Compensation Scheme (DCS), established underthe DepositTakersAct 2023 and effective from 1 July 2025, provides 
protection foreligibledepositorsofthe Bankofupto$100,000 perdepositor, inthe unlikelyeventthe Bankfails. The 
DCS applies only to eligible deposits held with the Bank in New Zealand. Deposits held with the Australian banking 
operationsare notcovered bythe DCS butare separately protected underthe Australian Financial Claims Scheme.

Unsubordinated notes

Unsubordinated notes include long-term retail bond and medium term notes. Medium term notes are issued in 
Australian dollars (AUD) to eligible non-retail investors in compliance with applicable laws.

The Banking Group has the following unsubordinated notes on issue at balance sheet date:

1On 7 October2025, AU$100 millionof unsubordinated notes were fully repaid priorto maturity. Referto Note5-Other income forthe 
loss incurred on early extinguishment of the borrowing.

Retail bonds and medium term notes 
$000’s

Frequency of interest 
repayment June2026 June2025 Maturitydate

NZ$20million Semi-annually 20,300 20,298 27 March 2028
AU$100million1 Quarterly - 108,449 5Cctober2027
Total retail bonds and medium term notes 20,300 128,747
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14 Borrowings (continued)

Subordinated notes

NZD Subordinated notes

On 28April 2023, HBL issued $100 millionofsubordinated unsecured notes (NZD Subordinated notes) to NewZealand 
investorsand certain overseas institutional investors pursuanttothetermsofthe Subordinated Unsecured Notes Deed 
Poll in accordance withthe laws ofNew Zealand. NZDSubordinated notesaretreated asTier2capital under HBL 
regulatory capital requirements and will mature on 28 April 2033.

Interestpayable
The interest rate isafixed rate of7.51% fora period of5years until 28April 2028, afterwhich itwill resettothe quarterly 
floating rate equaltothesum oftheapplicable3-month BankBill Rate plus3.2% Issue Margin. Thequarterly payments 
of interest in respect ofthe subordinated notes are subject to HBL being solvent at the time of, and immediately 
followingthe interest payment.

Early Redemption
HBL maychooseto repayall orsomeofthe subordinated notesfortheirface valuetogetherwith accrued interest (if 
any) on 28 April 2028 or any interest payment date thereafter. Early redemption of all the subordinated notes for certain 
tax or regulatory events is permitted on an interest payment date. Early redemption is subject to certain conditions, 
including HBL obtaining RBNZ prior written approval and HBL being solvent at the time.

Ranking
The claims ofthe holdersofthesubordinated notes will rank:

- behind the claims of all depositors and other creditors of HBL;
- equally with the claims of other holders of any other securities and obligations that rank equally with the 

subordinated notes and;
- ahead ofthe rightsofthe HBL'sshareholdersand holdersofanyothersecuritiesand obligations of HBLthat 

rank behind the subordinated notes.

AUD Subordinated notes

On 28June 2024, HBA, a subsidiaryofthe Banking Group, issued A$50 millionofsubordinated unsecured notes (AUD 
Subordinated notes) pursuanttothetermsofthe Debt Issuance Programme in accordancewiththe laws ofAustralia. 
AUDSubordinated notes are treated as Tier 2 capital under HBA regulatory capital requirements and will mature on 28 
June 2034. AUDSubordinated notes do notqualifyfortreatment as Tier2capital under HBL regulatory capital 
requirements.

Interestpayable
The interest rate isafloating rate equal tothesumoftheapplicable3-month BankBill Swap Rate plus3.7% Issue 
Margin. The quarterly payments of interest in respectofthe subordinated notesaresubjecttoHBA being solvent atthe 
time of, and immediately following the interest payment.

Early Redemption
HBA mayelectto repaythe subordinated notes before 28June 2034 in partor in full attheirface value togetherwith 
accrued interest on 28 June 2029 or any interest payment date thereafter. Early redemption of all the subordinated 
notes for certain tax or regulatory events is permitted on an interest payment date. Early redemption is subject to 
certain conditions, including HBA obtaining the Australian Prudential Regulation Authority (APRA) prior written approval 
and HBA being solvent at the time.

Ranking
The claims ofthe holdersofthesubordinated notes will rank:

- behind the claims of all depositors and other creditors of HBA;
- equally with the claims of other holders of any other securities and obligations that rankequally with the 

subordinated notes and;
- ahead ofthe rights ofthe HBA'sshareholdersand holders ofanyothersecuritiesand obligationsof HBAthat rank 

behind the subordinated notes.

P.35 pwc



14 Borrowings (continued)

Securitised borrowings

The Banking Group hadthe following securitised borrowingsoutstanding as at 30 June 2026:

1HARWT reduced its securitisation facility limit and partially repaid its securitised borrowings following the repurchase of its securitised 
assets by HBL during the year. Refer to Note 27 - Structured entities for further details.
2On 4 December 2025, theAvailabilityPeriod (beingthe period during whichthe undrawn balance isavailablefor use) oftheSWT2 
facilitywas extended to 15October 2027, whilethe maturity date remained unchanged. On 21 April 2026, SWT2 increased its 
securitisation facility limit from AU$260 million to AU$425 million.
3Atlas is a closed securitisation trust due to its predefined asset composition and outstanding borrowings balance, fixed throughout its 
operational life. As such, there is no revolving orcommitted facility, theamountdrawn representsthe reported outstanding balance of 
the Atlas-issued notes.
4HARWT notes issued to investors are secured over motor vehicle loans. SWT2 and Atlas notes issued to investors are secured over 
reverse mortgage loans.

Securitisation facility 
$000’s Currency

June2026 June2025
Limit Drawn Limit Drawn Maturity date

Heartland Auto Receivables
Warehouse Trust2018 -1 NZD

AUD NZD

- 268,000 47,688

AUD

-

NZD

320,000 158,640 31October2027
(HARWT)1
Seniors Warehouse Trust 
No.2 (SWT2)2 AUD 425,000 517,914 370,594 260,000 280,687 230,133 8May2056

Atlas2020-1Trust (Atlas)3 AUD - - 139,019 - - 131,275 24September2050
Total securitisation borrowings4 785,914 557,301 600,687 520,048

The Banking Group actively engages facility providers in commercial negotiations including tenor extensions, increase 
in facility limits, refinancing arrangements, and other commercial terms. The Banking Group has a track record of 
extending or refinancing funding arrangements as they fall due and does not anticipate any difficulty in doing so when 
the facilities above expire.

Net debt reconciliation

The belowtable sets out net cash and non-cash changes in liabilities arising from financing activities.

$000's June2026 June2025
Balance as at beginning of year

Proceeds from wholesale borrowings 
Repayment of wholesale borrowings 
Regayment of unsubordinated notes

825,454

258,364
(239,968)
(113,559)

2,040,763

424,614
(1,311,047)

(321,347)
Total cash movements (95,163) (1,207,780)

Capitalised interest and fee expense 
Fair value hedge adjustment
Foreign exchange and other movements

2,039
(484)

58,695

(3,354)
3,470

(7,645)
Total non-cash movements 60,250 (7,529)

Balances as at end of year 790,541 825,454
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15 Share capital and dividends

Policy
Ordinary shares are classified as equity, incremental costs directly attributable to the issue of ordinary shares are 
recognised as a deduction from equity, net of any tax effect.

000’s

June2026
Numberof

Shares

June2025
Numberof

Shares
Issuedshares
Opening and closing balance 1,030,260 1,030,260

Therewere nil newshares issued duringtheyear (2025: nil).

The issued and fully paid ordinarysharecapital is included in Common EquityTierl (CETI) capital ofthe Banking Group. 
Referto Note 29 - Capital adequacyand regulatory liquidity ratios - unaudited forfurtherdetails.

Dividends paid

June2026 June2025
Date Declared $000’s Date Declared $000’s

Dividend to HGH 20August2025 28,350 28August2024 15,000
Dividend to HGH 25February2026 28,000 26February2025 18,750
Total dividends paid 56,350 33,750
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16 0therreserves

Foreign
Currency

Employee Common Translation Cash Flow
Benefit Control Reserve FairValue Hedge

$000’s Reserve Reserve (FCTR) Reserve Reserve Total
June2026

Balance as at 30 June 2025 - (81,918) (8,578) (4,907) (9,474) (104,877)
Movements attributable to net 
investments in foreign operations1 - - 64,021 - - 64,021

Net movements attributable to changes 
in fair value of debt investments at 
FVOCI

- - - 493 - 493

Movements attributable to cash flow 
hedges - - - - 7,756 7,756

Movements attributable to changes in 
fair value of equity investments at FVOCI - - - (1) - (1)

Income tax effect - - - (180) (2,186) (2,366)
Total other comprehensive income 
net ofincometax - - 64,021 312 5,570 69,903

Share based payments2 1,140 - - - - 1,140
Recharge ofshare based payments due 
to HGH2 (1,140) - - - - (1,140)

Transfer on disposal of equity 
investments at FVOCI - - - 6,052 - 6,052

Balanceasat30June2026 I - (81,918) 55,443 1,457 (3,904) (28,922)

June2025

Balance as at 30 June 2024 - (81,660) (1,682) (4,653) 4,374 (83,621)
Movements attributable to net 
investments in foreign operations - - (6,905) - - (6,905)

Net movements attributable to changes 
in fair value of debt investments at 
FVOCI

- - - 2,143 - 2,143

Movements attributable to cash flow 
hedges - - - - (17,041) (17,041)

Movements attributable to changes in 
fair value of equity investments at FVOCI - - - (1,805) - (1,805)

Income tax effect - - - (592) 3,193 2,601
Totalothercomprehensive (loss) net 
of income tax - - (6,905) (254) (13,848) (21,007)

Other movements - (258) 9 - - (249)
Balance as at 30 June 2025 - (81,918) (8,578) (4,907) (9,474) (104,877)
’The movement in FCTR is primarily driven by the depreciation of the NZD against the AUD on translation of the Banking Group's
Australian operations.
2 Refer to Note 28 - Staff share ownership arrangements for further details.
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16 Other reserves (continued)

Employee benefit reserve

Includes amounts which arise on the recognition of the Banking Group's equity-settled share-based compensation and 
offset by a recharge by HGH.

FCTR

Exchange differences arisingontranslation ofthe Banking Group'sforeign operationsare accumulated inthe Foreign 
currency translation reserve and recognised in othercomprehensive income. The cumulative amount is reclassified to 
profit or loss when a foreign operation is disposed of.

Fairvalue reserve

This includes unrealised fair value gain/(loss) on debt and equity investments measured at FVOCI and fair value hedge 
adjustments on certain such debt investments, net of any related fair value hedge adjustments and tax.

Where a debt investment is disposed of and related fair value changes previously recorded in equity are reclassified to 
profitorloss.

Where an equity investment is disposed of, related fair value changes are transferred directly to retained earnings.

Cash flow hedge reserve

This includes fairvalue gainsand losses associated withthe effective portion ofthedesignated cash flow hedging 
instruments, netoftax.

Where a swap that was previously subject to hedge designation is terminated early and the Banking Group continues to 
holdthe hedge items, anyunamortised effective portion ofthe hedge adjustment is reclassified to profitor loss overthe 
remaining termofthe related hedged item.

Common control reserve

Common control reserve representsthe difference betweenthe consideration paid forthe acquisition of Australian 
business from HGH andthe share capital ofthetransferredentities based on carrying amounts atthe date oftransfer in 
May2024.
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17 Other balance sheet items

Policy
Property, plant and equipment are stated at cost less accumulated depreciation and impairment (ifany). Depreciation 
is calculated on a straight line basistowrite offthe net costor revalued amount of eachassetover its expected lifeto 
its estimated residual value.

2This balance includesadairyfarm thatwassubsequentlysold on 14-July 2026. No impairmentwas recognised in respect ofthissale.

1The increase in prepayments reflects continued investment in technology uplift initiatives aimed at simplifying and automating 
processes, introducing newdigital capabilities and supporting future growth.

$000’s June2026 June2025
Other assets
Trade receivables 1,145 9
GST receivables 2,110 8,571
Prepayments1 21,623 9,399
Property, plantandequipment 6,501 21,713
Assets held for sale2 7,513 -
Other receivables 9,893 5,154
Totalotherassets 48,785 44,846

Policy
Intangibleassets
Intangible assets with finite useful lives
Software acquired or internally developed bythe Banking Group is stated at cost less accumulated amortisation and 
any accumulated impairment losses. Expenditure on software assets is capitalised only when it increases the future 
economic valueofthat asset. Certain internal andexternal costsdirectly incurred in acquiring and developing 
software are capitalised when specific criteria are met. Costs incurred on planning or evaluating software proposals 
during the research phase or on maintaining systems after implementation are not capitalised. Amortisation of 
software ison a straight-line basis, at rateswhich will write offthe cost overthe assets’ estimated useful lives. The 
expected useful life of the software varies uptoten years.

Software-as-a-Service (SaaS) arrangements
SaaS arrangements are service agreements thatgrant the Banking Groupthe right to access the cloud provider’s 
application software overthe contract period.

The Banking Group capitalises costs incurred in configuring or customising certain suppliers’ application software 
within specific cloud computing arrangements as intangible assets as the Banking Groupconsiders that it would 
benefit from those costs to implement the cloud-based software over the expected terms of the cloud computing 
arrangements. However, suchcapitalisation occursonly ifthe activities result in creating an intangibleassetthatthe 
Banking Group has control over and meets the necessary recognition criteria. Costs that do not meet the criteria for 
capitalisation as intangible assets are expensed as incurred unless they are paid to the suppliers (or subcontractors of 
the supplier) of the cloud-based software to significantly customise the cloud-based software for the Banking Group 
(i.e., such servicesare notdistinctfromthe BankingGroup’s rightto receive access tothesupplier’scloud-based 
software). Inthe latter case, the upfront costs are recorded as prepayments for services and amortised over the 
expected terms of the cloud computing arrangements.

Goodwill
Goodwill arising on acquisition representsthe excess ofthe cost oftheacquisition overthe Banking Group’s interest 
inthe fairvalueofthe identifiable net assets acquired. Goodwillthat hasan indefinite useful life is notsubjectto 
amortisation and is tested for impairment annually. Goodwill is carried at cost less accumulated impairment losses.
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17 Other balance sheet items (continued)

$000’s June2026 June2025
Computer software
Software - cost
Software under development
Accumulated amortisation

79,890
606

(44,622)

77,360
1,823

(33,181)
Net carrying value of computer software

Goodwill

35,874

227,359

46,002

204,819
Net carrying value of goodwill 227,359 204,819

Total intangible assets 263,233 250,821

Goodwill

Forthe purposes of impairment testing, goodwill isallocatedtocash generating units.ACash Generating Unit (CGU) is 
the smallest identifiable group of assets that generate independent cash inflows. The Banking Group has assessed that 
goodwill should be allocated to the smallest identifiable CGU or group of CGUs as follows:

CGU Goodwill
$000’s June2026 June2025
Heartland Bank Limited 29,799 29,799
Heartland BankAustralia Limited 197,560 175,020
Total goodwill 227,359 204,819

Impairment testing of goodwill

Further information aboutgoodwill impairment tests performed forCGUs orgroupofCGU's provided below.

Heartland Bank Limited - $29.8 million

The recoverable amountoftheCGU wasdeterminedonavalue in use (VIU) basis usingadiscountedcashflow 
methodology. The model uses a four-year cash flow forecast based on the latest budget approved by the Board and 
extended out based on long-term growth rates. The long-term growth rate applied to the future cash flows after year 
fouroftheforecastwas 2.5%, anda post-tax discount rate of 12.5% for HBLwasapplied which reflects both past 
experience and external sources of information. An impairment would only arise where the discount rate exceeds 14.0% 
andtheterminal growth ratefallsto 1.0%or belowconcurrently. Alternatively, goodwill may be impaired if projected 
cash flowsfortheterminal period are reduced byat Ieast35%. Both scenariosare considered highlyunlikely.

Heartland BankAustralia - $197.6 million (2025: $175.0 million).

The recoverable amount ofthe CGU was determined on a VIU basis using a discounted cash flow methodology. The 
model uses a five-year cash flow forecast based on the latest three-year budget approved by the Board and extended 
out based on long-termgrowth rates. The long-termgrowth rate applied tothefuture cash flows afteryearfive ofthe 
forecastwas3.0%, anda post-taxdiscount rate of 12.5% for HBAwasapplied which reflects both pastexperienceand 
external sources of information. An impairment would only arise where the discount rate exceeds 13.0% and the 
terminal growth rate falls below zero concurrently. Alternatively, goodwill may be impaired if projected cash flows for 
the terminal period are reduced by approximately 20%. Both scenarios are considered highly unlikely.

No impairment losses have been recognised againstthecarrying amount ofgoodwill fortheyearended30 June 2026 
(2025:nil).
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17 Other balance sheet items (continued)

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

Commissions
The Banking Group payscommissionsto brokers, distributorsand dealers (Intermediaries) typicallyfortheireffortto 
bring in new loan business for certain loan products. Commissions are typically payable upon successful loan 
originations, butcould be contingently payable insubsequent periods subjecttocertain conditions (e.g., increase in 
drawdown). Unlessthe Intermediaries renderdistinctservices subsequentto loan origination, the Banking Group 
recognisessuchcommissions upon success ofthe loan applications (Trail Commissions). Anyupfront commissions 
payableare measured on an undiscounted basis.

Trail commission liabilities relating to reverse mortgages are designated at fair value through profit or loss 
and representthe present value of expected future commission payments payable to Intermediaries in relation to 
successful loan applications. The liability is based on cash outflows estimated over the anticipated life ofthe 
underlying loans (affected by factors such as voluntary discharge rates, mortality rates and average interest rate) and 
discounted using an appropriate rateat initial recognition. Subsequent changes in inputsand assumptionswill be 
recognised through profit or loss.

$000’s June2026 June2025
Trade and other payables
Trade and other payables 19,038 16,453
Insurance liability 543 556
Employee benefits 17,471 13,318
Othertax payables 1,980 2,737
Government levies 1,867 -
Commission payable 20,229 -
Total trade and other payables 61,128 33,064
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17 Other balance sheet items (continued)

Policy
Leases
The Banking Group leases office space and car parks. Rental contracts are typically made for fixed periods but may 
have extension options. Lease termsare negotiated on an individual basisand containawide range ofdifferentterms 
andconditions.

In determining the lease term, all facts and circumstances that create an economic incentive to exercise an extension 
option areconsidered. Extension options areonly included inthe lease term ifthe lease is reasonablycertainto be 
extended.

Lease liabilitiesare measured atthe present value ofthe remaining lease paymentsand discounted usingthe Banking 
Group's incremental borrowing rate (IBR).Carrying amountsare remeasured only upon reassessmentsand lease 
modifications.

Right-of-use assetsaredepreciated attheshorterof leasetermorthe Banking Group’sdepreciation policy forthat 
assetclass.

$000’s June2026 June2025
Right-of-use assets
Balance at beginning of year 12,223 15,519
Depreciation charge fortheyear, includedwithin depreciation expense inthe income 
statement (3,635) (3,703)

Additions to right-of-use assets 3,482 407
Total riqht-of-use assets 12,070 12,223

Lease liability
Current 3,767 3,542
Non-current 10,486 10,848
Total lease liability 14,253 14,390
Interest expense relating to lease liability 825 569
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18 Related party transactions and balances

Policy
A personorentity isarelated partyunderthe following circumstances:

a) A person or a close member ofthat person's family if that person:
i) has control or joint control over the Bank;
ii) hassignificant influenceoverthe Bank; or
iii) isamemberofthe key management personnel ofthe Banker HGH.

b) Anentity is relatedtothe Bankifanyofthe following conditions applies:
i) the entity and the Bankare members of the same group;
ii) one entity isan associate or joint venture of the other entity;
iii) both entities are joint ventures ofthe same third party;
iv) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;
v) the entity has a post-employment benefit planfor the benefit of employees of either the Bankoran entity 

related tothe Bank.
vi) the entity iscontrolled, orjointlycontrolled byaperson identified in (a); and
vii) a person identified in (a)(i) hassignificant influenceovertheentityor isamemberofthe key management 

personnel ofentity (orofaparent oftheentity).

(a) Transactions with key management personnel

Key management personnel (KMP), arethosewho, directlyorindirectly, haveauthorityand responsibilityforplanning, 
directing andcontrollingthe activities ofthe Banking Group. This includes all Executives and Directors.

KMP and their related parties receive personal banking and financial investment services from the Banking Group in the 
ordinarycourse of business. The termsand conditions, forexample interest ratesandcollateral, andthe riskstothe 
Banking Groupare comparabletotransactions with otheremployeesand did not involve morethanthe normal riskof 
repayment or present other unfavourable features.

All othertransactions with KMPs and their related parties are conducted in the ordinary course of business on 
commercial terms and conditions.

’These transactions and balances include those with key management personnel of the Bank and HGH, their close family members, 
and/or entities controlled/jointlycontrolled bythem.
■Termination benefits during the year ended 30 June 2026 are related todisestablishment payments to certain key management 
personnel.

$000’s June2026 June2025
Transactionswith key management personnel1
Interest income
Interest expense

112
(13)

221
(17)

Total transactions with key management personnel 99 204

Key management personnel compensation
Short-term employee benefits
Post-employment benefits
Share-based plan benefit
Termination benefits2

(7,637)
(181)

(292)
(574)

(6,971)
(124)
(322)

Total key management personnel compensation (8,684) (7,417)

Duefrom/(to) key management personnel1
Lending
Borrowings - deposits

13
(437)

2,227
(217)

Total due (to)/from key management personnel (424) 2,010
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18 Related party transactions and balances (continued)

(b) Transactionswith related parties

The Banking Group's ultimate parent company is HGH.

The Bankhas regulartransactionswith its ultimate parentcompanyand subsidiaries (collectively knownasthe 
HeartlandGroup) onagreed terms. Thetransactions includethe provisionofadministrative services andcustomer 
operations. Banking facilitiesare provided by HBLtoother Banking Group entitieson normal commercial terms aswith 
other customers. There is no lending from the Banking Group to HGH.

The Trustees of HeartlandTrust (HT) andcertain employees ofthe Banking Group providetheirtimeand skillstothe 
oversight and operation of HT at no charge.

Related party transactions betweenthe Banking Group memberseliminate on consolidation. Related party transactions 
outside ofthe Banking Groupare as follows:

$000’s June2026 June2025
Heartland Group Holdings Limited (HGH)
Interest expense 279 212
Net deposits/(withdrawals) 9,000 (15,500)
Dividends paid to HGH1 (56,350) (33,750)
Management fees paid to HGH (4,939) (7,229)
Management fees received from HGH 1,075 7,181
Recharge ofshare based payments 1,140 -

’Referto Note 15 - Share capital and dividends for further details.

$000’s June2026 June2025
HeartlandTrust (HT)
Donations to HT from:
HARWT 5 3
HBL 181 5

Payment to HT by HBL for providing services 10 10

(c) Dueto related parties

$000’s June2026 June2025
Dueto
Heartland Group Holdings Limited 5,044 792
Total due to related parties 5,044 792

(d) Other balances with related parties

$000’s June2026 June2025
Heartland Group Holdings Limited
Retail deposits owing to HGH1 12,120 2,841
’Included within Deposits on the Statement of financial position.
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19 Fairvalue

Policy
Fair value is the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants atthe measurement date.

On initial recognition, thetransaction price generally representsthe fair value ofthe financial instrument, unlessthere 
is observable information from an active market that provides a more appropriate fair value.

The fair values of financial assets and financial liabilities that are traded in active markets are based on quoted market 
prices or dealer price quotations. For all other financial instruments, the Banking Group determines fair value using 
other valuation techniques.

The Banking Group measuresfairvalues usingthe followingfair value hierarchy, which reflectsthe observability ofthe 
inputs used in measuring fair value:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputsotherthan quoted prices included within Level 1 thatareobservableforthe assetor liability, either 
directly (that is, as prices) or indirectly (derived from prices).

Level 3 - Inputsforthe assetor liabilitythatare not based on observable market data (unobservable inputs).

The Banking Group recognisestransfers between levelsofthe fairvalue hierarchy as atthe end ofthe reporting period 
during which the change has occurred.

(a) Financial instruments measured at fair value

The following methods and assumptions were used to estimate the fair value of each class of financial asset and liability 
measured atfairvalueon a recurring basis inthe statement of financial position.

The Banking Group has an established framework in performing valuations required for financial reporting purposes 
including Level 3 fair values. The Banking Group regularly reviews and calibrates significant unobservable inputs and 
valuation adjustments in accordance with market participants’ views. If external valuation specialists are engaged to 
measure fair values, the Banking Groupassesses the evidence obtained from these specialists to support the 
conclusion ofthese valuations. All significant valuations are reported tothe Banking Group's Board Audit Committee for 
approval priorto its adoption in the financial statements.

Investments in debt securities

Investments in public sector securities and corporate bonds are stated at FVOCI or FVTPL, with the fair value being 
based on quoted market prices (Level 1 underthe fair value hierarchy) or modelled using observable market inputs 
(Level 2 underthe fair value hierarchy). Referto NotelO- Investments for more details.

Investments valued under Level 2 ofthe fairvalue hierarchyarevalued either basedonquoted market pricesordealer 
quotes for similar instruments, or discounted cash flow analysis.

Investments in equity securities

Investments in equity securities where the Banking Group does not have control, joint control or significant influence 
areclassified at FVTPL. However, wheresuch securities are not heldfortrading, the BankingGroupcould make an 
irrevocable election to measure them at FVOCI. Any unrealised gain or loss on an instrument under such election is 
recorded in othercomprehensive income.

Investments in listed securities traded in liquid, active markets where prices are readily observable are measured under 
Level 1 ofthe fairvalue hierarchywith no modelling orassumptions used inthe valuation. Investments in unlisted 
securitiesare measured under Level 3 ofthefairvalue hierarchywiththefairvalue being basedon unobservable inputs 
using market accepted valuation techniques. Where appropriate, the Banking Group may apply adjustments to the 
above-mentioned techniques to determine the fair value of a security to reflect the underlying characteristics. These 
adjustments are reflective of market participant considerations in valuing the said security.
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19 Fair value (continued)

(a) Financial instruments measured at fair value (continued)

Finance receivables - reverse mortgages

The Banking Groupclassifiesand measuresthe reverse mortgage portfolioat FVTPLunder NZ IFRS9asthe review ofthe 
reverse mortgage portfolio valuation determinedthatthe terms andconditions ofthese loan contracts do notcontain a 
component ofsignificant insurance risk.

The contractual terms of reverse mortgage loans do notgive rise to cash flows that are solely payments of principal and 
interestonthe principal amount outstanding (SPPI). In particular:

• the borrower is not required to make regular repayments, with contractual cash flows only arising upon cessation of 
occupancy or voluntary repayment, meaning the timing and amount of cash flows are not fixed or determinable; and

• the loans include features such as a no negative equity guarantee and equity protection options, which expose the 
BankingGroupto risks beyond basic lending risks and result in contractual cash flowsthat may not represent solely 
principal and interest.

As the SPPI criterion is not met, the Banking Group classifies these loans as measured at fair value through profit or loss.

There are various factors affecting the fair value of reverse mortgages in addition to the initial capital advanced amount, 
forexample, mortalityand needsofthe borrowers, change in house price, etc. In prioryears, the Banking Group 
considered the initial cash advanced amount to represent the fairvalue ofthe loan at initial recognition. This is on the 
basisthatthe termsentered intowith borrowersare at market, andthere is noother relevant active marketthatthe 
Banking Groupcould referto establish a more reliable initial carrying value.

When measuring the fair value subsequently, at each balance date, the Banking Group uses an actuarial method in an 
attemptto determine a proxyforthefairvaluethat incorporateschanges inthe portfolio riskand expectations ofthe 
portfolio performance. This includes inputs such as mortality and potential move into care, voluntary exits, house price 
changes, interest rate margins, and the no negative equity guarantee. This estimated proxy is highly subjective and a 
wide range of plausible values are possible. In this regard, the Banking Groupcompares this proxy and the carrying value 
andexamineswhetherthe lattervalue has moved outsidetheoriginal range of expectations.

Generally, the fair value is not sensitive to the above assumptions due to the nature of reverse mortgage loans. In 
particular, given conservative origination loan-to-value ratioandsecurity criteria, a material deterioration in house 
prices combined with a material increase in interest rates overasustained period oftime would likely need to occur 
before any potential impact to fair value.

On this basis, the Banking Group subsequently measures the loans at its initial recognised amount and capitalised 
interest.

Changes in accounting estimates

The Banking Groupcontinues to reassessthe existence ofa relevant active marketand movements in expectations on 
an ongoing basis. Following the recent observations of market participants' views on howto price reverse mortgages, 
from 1 January 2026, the Banking Group evaluates the fair value of its reverse mortgages by further incorporating the 
origination premium (by referenceto its upfrontandtrail commissions payableto brokers).Onthis basis, all newly 
originated reverse mortgages are measured at initial cash advanced and origination premium at initial recognition. The 
origination premium element is re-evaluated subsequently by referencetothe estimated churn ofthe borrowers. This 
change in estimate is applied prospectively.

The impactofthischange in estimate is set out below:

• increase in Finance receivables - reverse mortgages of $28.2 million;
• increase inTradeand other payablesof$20.2 million (Note 17 - Other balance sheet items);
• increase in fair value gain in Other income of $6.9 million (Note 5 - Other income);
• decrease in Interest income of $2.4 million (Note 3 - Net interest income); and
• decrease in Operating expenses of $3.5 million (Note 6 - Operating expenses)

Derivative financial instruments

Derivative financial instruments are recognised inthe financial statements at fairvalue. Fairvalues are determined from 
observable market prices as atthe reporting date, discounted cash flow modelsoroption pricing modelsasappropriate 
(Level 2 underthefair value hierarchy).
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19 Fair value (continued)

(a) Financial instruments measured at fair value (continued)

The following table analyses financial instruments measured at fair value at the reporting date by the level in the fair 
value hierarchy into which each fair value measurement is categorised. The amounts are based on the values 
recognised in the statement of financial position.

$000’s Level 1 Level 2 Level 3 Total
June2026

Assets
Investments 765,879 49,229 5,192 820,300
Derivativefinancial instruments - 5,034 - 5,034
Finance receivables - reverse mortgages - - 4,358,190 4,358,190
Total financial assets measured at fair value 765,879 54,263 4,363,382 5,183,524

Liabilities
Derivativefinancial instruments - 10,966 - 10,966
Commission payable - reverse mortgages - - 20,229 20,229
Total financial liabilities measured at fair value - 10,966 20,229 31,195

June2025

Assets
Investments 783,272 - 6,772 790,044
Derivativefinancial instruments - 4,792 - 4,792
Finance receivables - reverse mortgages - - 3,370,949 3,370,949
Total financial assets measured at fair value 783,272 4,792 3,377,721 4,165,785

Liabilities
Derivativefinancial instruments=20,660=20,660
Total financial liabilities measured at fair value 3 20,660 3 20,660

Therewere no transfers between levels inthe fair value hierarchy inthe yearended30 June 2026 (2025: nil).

The movement in Level 3 assets measured at fair value are below:

Finance Receivables
$000’s - Reverse Mortgages Investments Total
June20261
As at30June2025 3,370,949 6,772 3,377,721
New loans 921,488 - 921,488
Repayments (598,605) - (598,605)
Capitalised interest and fees 339,646 - 339,646
Sale of investments - (2,222) (2,222)
Fairvalue gain/(loss)2 28,234 (16) 28,218
Foreign exchange gain on translation 296,478 658 297,136
As at30June2026 4,358,190 5,192 4,363,382

June2025
As at30June2024 2,897,818 9,432 2,907,250
New loans 643,735 - 643,735
Repayments (424,626) - (424,626)
Capitalised interest and fees 283,600 - 283,600
Purchase of investments - 251 251
Fair value (loss) - (2,805) (2,805)
Foreign exchange (loss) on translation (29,578) (106) (29,684)
As at30June2025 3,370,949 6,772 3,377,721

’In addition to the movement in Level 3 assets described above, the Banking Group recognised a trail commission payable as a financial 
liability measured atfairvaluewithin Level 3 ofthe fair value hierarchy.This liability originated during the period asa result ofthe 
change in accounting estimate. Refer to the change in accounting estimate section within this note for further details.
2The fair value gain on reverse mortgages during the year includes $8 million of upfront and $20 million oftrail commissions.
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19 Fair value (continued)

(b) Financial instruments not measured at fair value

The followingassetsand liabilities ofthe Banking Groupare not measured atfairvalue inthe statement of financial 
position.

Cash and cash equivalents

Cash and cash equivalents are measured at amortised cost and their carrying value is considered equivalent to theirfair 
value due to theirshort term nature.

Finance receivables measured at amortised cost

The fairvalue ofthe Banking Group's finance receivables is calculated using a valuation technique which assumes the 
Banking Group's current weighted average lending rates for loans of a similar nature and term.

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.

Borrowings

The fair value of deposits, bank borrowings and other borrowings is the present value of future cash flows and is based 
onthe current market interest rates payable bythe BankingGroupfordebt ofsimilar maturities.

Other financial assets and financial liabilities

The fairvalueofall otherfinancial instruments isconsidered equivalenttotheircarrying valuedue totheirshort-term 
nature.

The following table sets out financial instruments not measured at fair value where the carrying value does not 
approximate fair value, compares theircarrying value against theirfairvalue and analyses them by level in the fair value 
hierarchy.

$000’s
FairValue
Hierarchy

June2026

Total Fair
Value

Total
Carrying

Value
FairValue
Hierarchy

June2025

Total Fair
Value

Total
Carrying

Value
Assets
Finance receivables measured at 
amortised cost Level 3 3,565,490 3,418,184 Level 3 3,823,238 3,711,450
Total financial assets 3,565,490 3,418,184 3,823,238 3,711,450

Liabilities
Deposits
Other borrowings

Level 2
Level 2

7,174,276
796,262

7,168,888
790,541

Level 2
Level 2

6,557,613
831,035

6,532,794
825,454

Total financial liabilities 7,970,538 7,959,429 7,388,648 7,358,248
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19 Fair value (continued)

(c) Classificationoffinancial instruments

The following tables summarise the categories of financial instruments and the carrying value of all financial
instruments ofthe Banking Group:

$000’s
FVOCI 
Equity

FVOCI Debt
Securities FVTPL

Amortised
Cost

Total 
Carrying 

Value
June2026

Assets
Cash and cash equivalents - - - 383,966 383,966
Collateral paid - - - 5,129 5,129
Investments 5,192 815,108 - - 820,300
Finance receivables measured at amortised cost - - - 3,418,184 3,418,184
Finance receivables - reverse mortgages - - 4,358,190 - 4,358,190
Derivativefinancial instruments - - 5,034 - 5,034
Other financial assets - - - 11,038 11,038
Total financial assets 5,192 815,108 4,363,224 3,818,317 9,001,841

Liabilities
Deposits - - - 7,168,888 7,168,888
Other borrowings - - - 790,541 790,541
Derivativefinancial instruments - - 10,966 - 10,966
Due to related parties - - - 5,044 5,044
Otherfinancial liabilities - - 20,229 19,048 39,277
Total financial liabilities - - 31,195 7,983,521 8,014,716

June 2025

Assets
Cash and cash equivalents - - - 349,745 349,745
Collateral paid - - - 14,239 14,239
Investments 5,664 775,229 9,151 - 790,044
Finance receivables measured at amortised cost - - - 3,711,450 3,711,450
Finance receivables - reverse mortgages - - 3,370,949 - 3,370,949
Derivativefinancial instruments - - 4,792 - 4,792
Other financial assets - - - 5,163 5,163
Total financial assets 5,664 775,229 3,384,892 4,080,597 8,246,382

Liabilities
Deposits - - - 6,532,794 6,532,794
Other borrowings - - - 825,454 825,454
Derivative financial instruments - - 20,660 - 20,660
Due to related parties - - - 792 792
Otherfinancial liabilities - - - 14,800 14,800
Total financial liabilities - - 20,660 7,373,840 7,394,500
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RiskManagement
20 Enterprise risk management program

The board ofdirectors (the Board) setsand monitorsthe Banking Group's riskappetiteacrossthe material riskdomains. 
Financial and non-financial risks parametersare determined by the Board and arethencascadedto managementwho 
are responsible for ensuring appropriate structures, policies, procedures and information systems are in place to 
actively managethese riskdomains, as outlined withinthe Risk Management strategy (RMS).

The RMS describes the strategy and provides guidance for implementing a consistent and efficient approach to identify, 
evaluate and respond tothe key risksthat adverselyaffect Heartland Bankand ensure compliance towards its 
regulatory bodies. Heartland BankAustralia hasaseparate, but aligned, RiskManagementStrategythat isadapted for 
the business context of Australia and prudential requirements of APRA.

Roleofthe Board andthe Board RiskCommittee

The role ofthe Board is to provide leadershipand strategicguidance forthe Bankand effective oversight ofthe Bank’s 
managementand effective oversight ofHBA. The Board may delegate some governance responsibilitytothe Board Risk 
Committee.

Board RiskCommittee (BRC)

The BRC is to monitorandadvisethe Boardontheformulation and implementation ofthe RiskAppetite. The BRC is 
made upofat leastthree non-executive directors, twoofwhom must be independent. In addition, the HBLChief Risk 
Officer (CRO)(ortheir nominee, subjecttotheChair’s priorapproval) attendsthe BRC meetings, andthe HBLCEOand 
the directors who are not members ofthe BRC are entitled to attend meetings and to receive copies ofthe BRC papers. 
The Board and BRC are responsible for:

• The Board's Risk Appetite Statement (RAS);
• Heartland’s Internal Capital Adequacy Assessment Program (ICAAP) including appropriate stress testing 

scenarios;
• Theeffectivenessofthe RMSand internal complianceand riskrelated policies, including advice ontheapproval or 

variation of (or, where authority has been delegated bythe Board, approval orvariation of) policies, proceduresand 
standards;

• Responding to changes anticipated in the economic, business and regulatory environment;
• Conduct, cultureandcustomeroutcomes, includingemerging risksandanyareasofconcern;
• Credit exposures ofthe Bank, including the Delegated Lending Authority Policy and Framework;
• Consideration of risks associated with pursuit of strategy; and
• Formingaviewon risk culture supporting effective management of risks.

Board Audit Committee (BAC)

The BAC holds the responsibility of ensuring the integrity of financial reporting and application of accounting policies 
and providing oversight ofthe internal audit function and external audit process. The BAC provides oversight ofthe 
independent evaluation ofthe effectiveness ofthe RMS process, ensuring effective corrective action. The BAC have 
the authority to seek information from many stakeholders for the sake of performing their duties such as the CEO, CFO, 
FC, CRO or anyone they deem fit.

Charters for both the BRC and the BAC ensure suitable cross representation to allow effective communication 
pertaining to identified issueswith oversight bythe Board. The HBLCRO has unfettered access tothe BRCChair. The 
Head of Internal Audit hasadirect reporting linetotheChair ofthe BAC.

Internal Audit

The Internal Audit functionfor New Zealand is maintained within HBLand made availableto HGH, while HBA has its own 
Internal Audit function. Internal Audit is allowed full, free, and unfettered access toanyandall oftheorganisation’s 
records, personnel, and physical properties deemed necessary to accomplish its activities. The Internal Audit functions 
and other assurance roles have unfettered access to the Banking Group's Boards as required.

The objective ofthe Banking Group's Internal Audit functions is to provide independent, objective assurance overthe 
internal riskcontrolframeworkandcompliancewith policies. Incertaincircumstances, InternalAuditwill provide riskand 
control adviceto Management providedthe workdoes not impede the independence ofthe Internal Audit functions.

The functions assist the Banking Group in accomplishing its objectives by bringing a systematic and disciplined 
approach to evaluate and improve the effectiveness of risk management, control, and governance processes.
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20 Enterprise risk management program (continued)

Internal Audit (continued)

The HBL BAC and the HBA BAC each reviews the respective annual internal audit plan, which is developed in 
consultation with Management. A regularcycle of review is implemented to coverall areas ofthe business, focused on 
assessment, management, and control of risks identified. The audit plan considers a cyclical review of various business 
units and operational areas, as well as identified areas of higher identified risk. The audit methodology is designed to 
meetthe International Standardsforthe Professional Practice oflnternal AuditingofThe Institute of Internal Auditors.

GroupAssetand Liability committee (GALCO)

The GALCO is a management committee that reports to the Board of Directors through BRC. It consists of members 
from HBLand HBA, providing consolidated oversightofthe Banking Group's assetsand liabilities across both HBLand 
HBAthrough:

• Ensuring compliance ofthe Banking Group's risklimitsand governance requirements;
• Ensuring robustgovernanceover HBA’sandthe NewZealand BankingGroup’s 12-monthfunding plansand 

alignmentwiththe Banking Group'sstrategic funding plan;
• Recommending financial risk management policiesforapproval and changestofinancial risktolerancesto BRC and 

the Board;
• Developing the Banking Group’s Contingency Funding Plan (CFP) and review of HBA’s CFP;
• Setting the strategic direction for asset and liability management, to be reflected in the asset and liability 

management policy;
• Monitoring, assessing and proactively reacting to trends in the economy, interest rates, and foreign exchange rates 

to limit any potential adverse impact on earnings; and
• Developing and recommending the Banking Group hedging strategy.

Asset and Liability Committee (ALCO)

The ALCO is a New Zealand Banking Group management committee that reports to the Board of Directors through BRC. 
ItcomprisestheHBLCEO, HBLCFO, HBLCRO, HBLChiefCommercialOfficer(CCO), HBLGroupTreasurerandHBL 
General Manager Retail & Reverse Mortgages. The ALCO has responsibility for managing the New Zealand Banking 
Group's market risk, liquidity and funding risk, pricing, balance sheet structure and capital risk, inline with approved risk 
tolerances and policy guidance.

ALCO provides senior management oversight through:

• Monitoring the performance and effectiveness of market risk management activities;
• Ensuring appropriate managementthrough regular reporting, availabilityofexperienced staffandadequacyof 

liquidity buffers;
• Monitoring and recommending changes in liquidity limits to GALCO and interest rate pricing levels for all funding 

products.
• Reviewofthe NewZealand Banking Group’s 12-month funding plan, costoffunds projections, internal liquidity 

stress testing assumptions, and approval of new and existing liquidity early warning indicators; and
• Approving changes to HBL's hedging strategies inline with the Banking Group's hedging strategy approved by 

GALCO.

Executive RiskCommittee (ERC)

The ERC is responsible forthe managementofthe riskprofilesand riskappetitesfor HBLand itssubsidiaries, including 
regulatory oversightand conduct riskwithinthe Banking Group. A key responsibility ofthe ERC isto monitorthe 
effective implementation ofthe HGH and HBLRMS. ERC assiststhe BRC in itsdutiesthrough providing information, 
reporting orotherforms ofassistance. The ERC has responsibilityforoverseeingthe internal control environmentto 
ensurethat residual riskisconsistentwiththe Banking Group's riskappetite.

The ERCapprovedthe establishmentofthe ProductGovernance Committee (PGC) who is responsible foroverseeing 
and guiding the development, management and optimisation of HBL’s product offerings and pricing strategies. This 
includes overseeing the development and launch of new product offerings and the positioning of existing products in 
the market.

Members ofthe PGC includea minimum oftwodirect reportstothe HBLCEOand meetingsare held not lessthanfour 
times per calendar year. The ERC monitors and ensures that the PGC’s purpose, responsibilities, and performance 
remain appropriate.
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20 Enterprise risk management program (continued)

Three lines of defence model

Toensure appropriate responsibility is allocatedforthe management, reportingandescalation ofoperational and 
compliance risk, the Banking Groupoperatesa “three lines of defence” model which outlines principlesforthe roles, 
responsibilities and accountabilities for operational and compliance risk management:

• The first line of defence are staff inall business units and support functions, including distribution, first line credit, 
operations, finance, treasuryandtechnology, whoownthe risks andcontrols relevanttotheirarea. Thesestaffare 
responsible forthe self-assessment ofthe risks and controls that exist within their business unit. The executive 
and senior business management mustensurethat riskownership is clearlydefined andthatthe RMS is effectively 
implemented.

• The second line of defence is the risk management and compliance functions which have responsibility for 
managing enterprise riskoverall. The second line provides governance oversight, support, riskand control self­
assessments (RCSA), targeted independent assurance and challenge to Line 1 on riskand compliance subject 
matter. The Line 2 riskand compliance teamsare resourced withadequatelyskilled staffwiththe technical 
knowledgeand experience to implementor reviewthe RMSandto report independently tothe Board Committees. 
Line2do notownthe underlying risks, nordothey make businessdecisionsabout risk management.

• Thethird line ofdefence provides independentassuranceonthe design and effectivenessofthe riskframeworks, 
the effectiveness ofthe firstandsecond lines ofdefence, and the effectiveness ofthe Banking Group's policies, 
procedures, and systems. Line 3 Assurance incorporates the internal audit function and extends to any other 
independent review activities.

Material risks

The Banking Group categorises its material risks as financial and non-financial, reflecting its overarching approach to 
risk management. Financial riskscomprisestrategy risk, capital risk, credit risk, liquidity risk, funding riskand market 
risks. Non-financial risks are operational in nature and include business management risk, resilience risk, systems & 
cybersecurity risk, compliance risk, conduct riskand people risk.

Financial risks

StrategyRisk

The riskoffailureto meet financial performance levels, targets, and marketexpectationswiththe potential for 
reputational damage, financial loss, increasedcostofcapitaland possibly reducedabilityto raise capital.

Capital risk

The riskoffailing to meetor maintain regulatorycapital limits, qualityofcapital requirements orasatisfactoryexternal 
credit rating, which impactstheabilitytoabsorb business shocks and raise capital. Referto Note 29 - Capital adequacy 
and regulatory liquidity ratios for further details.

Creditrisk

The riskthata borrowerfailstofulfiltheirobligationswhentheyfall due. The riskincludes lost principal and interest, 
disruptiontocash flows, and increasedcollection costswithflowon impactsto profitability. Credit riskalso 
encompassesthe riskofcredit migration, i.e. credit ratingsdowngradesandthe decline in value ofcollateral charged as 
securityagainst lending. Ata portfolio level, credit riskincludes concentration riskarising from interdependencies 
betweencustomers, andconcentrationsofexposurestogeographical regions, customergroups, industrysectors, 
significant exposuresto individual borrowers and product/portfoliotypes. Referto Note 21 - Credit riskexposurefor 
furtherdetails.

Liquidityrisk

The riskthat Heartland is unable to meet its payment obligations astheyfall due (including financing, operational and 
depositor/creditor obligations). It includes the timing mismatch of cash flows from the maturity of financial assets and 
liabilitiesandthe related liquidity riskthiscreates.
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20 Enterprise risk management program (continued)

Financial risks (continued)

Fundingrisk

The riskthat Heartland is unable to source sufficient funding with adequate diversity and with appropriate tenor and 
pricing.

Market risk (includinginterestrate riskand foreign exchange risk)

Market risk is the possibility of experiencing losses or gains due to factors affecting the overall performance of financial 
markets in which the Banking Group is exposed. The primary market risk exposures forthe Banking Group are interest 
rate risk and foreign exchange risk.

Interest rate risk refers to exposure of an entity’s earnings and / or capital because of a mismatch between the interest 
rate exposures of its assetsand liabilities. Interest rate riskforthe BankingGrouparisesfromthe provision of non­
traded retail banking products and services and from traded wholesale transactions entered into to reduce aggregate 
interest rate risk (known as hedges).This riskarises fromthe following key sources:

• Mismatches between the repricing dates of interest-bearing assets and liabilities (yield curve and repricing risk);
• Banking products repricing differently to changes in wholesale market rates (basis risk);
• Loan prepayment or deposit early withdrawal behaviour from customers that deviate from the expected or 

contractually agreed behaviour (optionality risk);
• The effect of internal or market forces on a bank’s net interest margin where, for example, in a low-rate environment 

any fall in rates will further decrease interest income earned on the assets whereas funding costs cannot be 
reducedas it is alreadyatthe minimum level (margin compression risk); and

• The riskthatthefairvalue offinancial instruments will changewhen interest rateschange (price risk).This is 
particularly relevantforthe Banking Group'sfair-valued assets, such as its liquid asset portfolio, whichthe fair value 
of is relied uponto supportthe BankingGroup'sfunding requirements.

Foreign exchange (FX) riskarisesfromachange in FX ratesforassets, liabilities, profit, or income denominated inan 
entity’s non-functional currency. Functional currency is the currency in which an entity primarily operates.

FX risk has the below components:

• Structural FX riskreferstothe riskthatan entity isexposed towhen its assets, liabilities, orcapital resourcesare 
denominated inacurrencythat isdifferent to its reporting currency. This riskdoes not impact earnings unlessand 
until the investment issold. However, itdoes impactshareholderequitythrough revaluationsofthe netassetvalue 
throughthe foreign currency translation reserve;

• Profit translation riskisthe riskthatdeviations in exchange ratessignificantly impactthetranslatedvalue ofa 
foreign currency-based operation’s profit, creating volatility in the entity’s reported profit; and

• Balance sheet translation risk-arisesfrom monetaryassets and liabilities denominated in foreign currencies. 
Movements in FX rates change the equivalent value of foreign currency-denominated assets and liabilities through 
the entity’s reported profit.

The Banking Group’s investmentofcapital in foreigncurrencyoperationsgeneratesan exposuretochanges inforeign 
exchange rates. The Banking Group has exposuretoforeigncurrencytranslation risksthrough its Australian 
subsidiarieswhich have functional currencyof Australian dollars (AUD). Variations inthe value ofthese foreigncurrency 
operations arisingasa result ofexchange differencesare reflected inthe foreign currencytranslation reserve in equity. 
The Banking Group incurs some non-traded foreign currency risk related to the potential repatriation of profits from its 
Australian subsidiaries.

The Banking Group does not currently hedge its net investments in foreign operations except in circumstances where 
there is a material exposure arising from a currency that is anticipated to be volatile, and the hedging is cost effective. 
This risk is routinely monitored, and hedging is conducted where it is likely to add shareholder value.

The Banking Group’s FX sensitivity analysis is based on the Australian subsidiaries' annual profit representing an annual 
exposure to profit translation risk.

The following sensitivity analysis measures the impact on the Banking Group's net profit before tax and equity from a 
reasonably possible movement in AUD/NZD exchange rates, given the historical exchange rate volatility, with all other 
variables remaining constant.
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20 Enterprise risk management program (continued)

Financial risks (continued)

Market risk (includinginterestrate riskand foreign exchange risk)(continued)

$000’s
Impact on profit 

before tax Impactonequity
Impact on profit 

before tax Impactonequity

AUD/NZD exchange rate - increase 1%
AUD/NZD exchange rate - decrease 1%

Asat30June2026

(498) (358)
508 366

As at30June2025

(295) (212)
301 217

Non-financial risks

Non-financial risk is a broad risk category as itencapsulatesall ofHeartland’s pervasive dayto dayoperational risks 
including conduct, regulatory, third party, cyber and other business interruption risks which may affect Heartland’s 
abilityto maintain continuityofservice. Theterm “operational risk” can also be usedtodescribethe broadspectrumof 
all non-financial risks. Operational risk losses can occur because of fraud, human error, missing or inadequately 
designed processes, failed systems, damageto physical assets, improper behaviourorfrom external events. The losses 
range fromdirectfinancial lossesto reputational damage, unfavourable media attention, injurytoor lossofstaffor 
clients or as a breach of laws or banking regulations. Where appropriate, risks are mitigated by insurance.

The Banking Group’sexposure tooperational riskisgoverned by aRASapproved bythe Board and is used toguide 
management activities.Thisstatementsets outthe nature ofriskwhich may betakenandaggregate risk limits, which 
are monitored bythe ERCand BRC.

Business management risk

The riskof loss resultingfrom inadequate orfailed design or operation of internal processesand systems, or human 
error.

Resilience risk

The riskthat Heartland will failto respondto, recoverfrom and adaptto unexpected eventsordisruptions quicklyand 
effectively. Theseeventscan include natural disasters, pandemics, supply chain disruptions, orothertypesofcrises.

Systems and Cyber security risk

The riskthat Heartland will fail to properly protect its systems and data from unauthorised access, use, disclosure, 
disruption, modification, ordestruction.

Compliance risk

The riskthat Heartland will failtocomplywith applicable lawsand regulations, including regulatoryexpectations, orthat 
it will fail to meet internal policies and standards. This includes listing requirements for HGH, RBNZ prudential 
requirements for HBL, and other regulatory requirements.

Conduct risk

The riskofanyactionoromission by Heartland, or itssubsidiaries, intermediariesorotheragents, thatdoes not meet 
theexpectationsofcustomers orotherstakeholdersand mayalsocausedetrimenttothese parties. Itcan arise 
because employees or agents engage in unethical or improper behaviour. Consequences include negative impacts on 
Heartland’s reputation, financial performance, and legal or regulatorystanding.

People risk

The riskofanegative impacton Heartland asaresultof issues relatedto itsemployees, including its reputation, 
financial performance, and legal or regulatory standing. This includes employee turnover, key person risk, prolonged 
unfilled vacancies, specific skill shortages, discrimination, harassment, or other forms of poor employee relations. It can 
also resultfromafailureto properly manage orcontrol people risks, suchasa lackofclear policiesoradequatetraining.
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20 Enterprise risk management program (continued)

Non-financial risks (continued)

Climate-related risks

The Banking Group is increasingly considering and integrating climate-related risk into its overall risk management 
processes.

RiskManagement

HBL hasadefined risktolerance forclimate-related risk, which is monitored as partof HBL's RAS, reviewed, and updated 
at leastannuallyto incorporate necessarychangesand consider any new material emerging risks.

For HBL, climate-related risks primarily manifest as credit risk. HBL's business writing strategy outlines its credit appetite 
for business lending, reviewed at least annually with consideration given to climate-related risks. Climate-related risks 
for HBL's portfolio-managed exposures are continually monitored. Work is underway to improve the consideration of 
climate-related risks through both origination and servicing in the property-backed portfolios, likewise to ensure the 
insights drive customer engagement and decision-making across all portfolios.

HBLconducts an annual ICAAPtoensure adequate capital in relationto its risk profile. Climate-related risksare partially 
considered within the ICAAP through theircompounding of operational risks. The Banking Group's operational risk 
exposure to physical climate impacts is limited due to its small physical infrastructure footprint, predominantly digital 
operating model, andthe predominantly low physical risk sites wherethe BankingGroupdoes have offices. The Banking 
Groupwill beginto integrate climate-relatedcredit riskintothe ICAAP in FY2027.

All Banking Group business unitsare required to reviewtheir RCSAat leastannually. The RCSA primarilyfocuseson key 
operational risks and considers climate-related risks where relevant. The Banking Group formalised its policies and 
controls for scope 1 and 2 GHG emissions measurement, monitoring and disclosure for FY2026. In future years, the 
BankingGroupwill seektoexpand itscontrolstoscope3GHGemissionsandenhanceexistingcontrolsforother 
climate-related operational risks and credit risks.

The Australian Banking Group will update its Risk Management Framework and related documents as it continues to 
integrate climate-related risks into the existing framework.

Governance

The Board is responsibleforsettingtheoverarching strategic direction and riskappetitefortheGroup. The HGH Board 
has permanently constituted a Sustainability Committee, which has responsibility for advising and providing assurance 
tothe HGH Board regardingtheGroup's progress against its sustainability strategyand meeting sustainability-related 
obligations, including climate-related risks and opportunities.

The managementteamsof HBLand HBAoperationalisethe assessment, managementand reporting oftheclimate- 
related risksand opportunitiesforthe Groupandtheir respective banks. Both HBLand HBAutilise executive committees 
to support management in theirclimate-related activities (HBL's ERC and HBA's Management Sustainability 
Committee).

Strategy

The Banking Group's transition plan is built upon three pillars:

• Integrateclimate-related riskinto lending decisions. The BankingGroup is building itscapabilityto understand, 
monitor and manage climate-related risks in its lending decisions,

• Fund the Banking Group's borrowers' transition to a net-zero economy: The Banking Group seeks to provide 
customers with the finance and assets they require to transition to a low-emissions and climate-resilient future; 
and

• Embed sustainability intowhatthe BankingGroupdoes; The BankingGroup iscommittedtooperating its business 
in a more sustainable manner. This includes reducing its operational emissions to net-zero by FY2050 inline with 
the Paris Agreement.

The Banking Groupassessesthe impactofclimate-related risks on its financial position and performance. Althoughthe 
Banking Groupfaces both physical andtransition risks, it hasdeterminedthatthose climate-related risksdo not havea 
material impactonthejudgements, assumptions, and estimatesfortheyearended30June2026 (2025: same). HGH 
and HBLwill releasetheirClimate Statementforthe yearended30June 2026 by30 September2026, providing further 
details on the Banking Group's approach to identifying, assessing and managing climate-related risks.

P. 56 pwc



21 Credit riskexposure

Credit riskisthe riskthataborrowerwill defaulton any type of debt by failing to make paymentswhich it isobligated to 
make. The riskis primarilythat ofthe lenderand includes loss of principal and interest, disruptionto cash flowsand 
increased collection costs.

Credit risk is managed to achieve sustainable risk-reward performance whilst maintaining exposures within acceptable 
risk “appetite” parameters. This is achieved through the combination of governance, policies, systems and controls, 
underpinned by commercial judgement as described below.

To managethis riskthe ERC overseesthe formal credit risk management strategy. The ERC reviewsthe Banking Group's 
credit risk exposures typically monthly. The credit risk management strategies aimto ensure that:

• Creditorigination meetsagreed levelsofcreditqualityat pointofapproval;
• Sector concentrations are monitored;
• Maximum total exposure to any one debtor is actively managed; and
• Changestocredit riskare actively monitored with regular credit reviews.

The BRC also (withtheassistanceof Heartland BankAustraliaGroup BoardforAustralia) overseestheBankingGroup's 
credit risk exposures to monitor overall risk metrics having regardto risk appetite set bythe Board.

The BRC hasauthorityfromthe Board forapproval ofall credit exposures. Lending authority has been provided bythe 
BRC tothe BankingGroup'sCreditCommittee, and tothe business units underadetailed Delegated Lending Authority 
framework. Application of credit discretions in the business operation are monitored through a defined review and 
hindsight structure as outlined intheCredit RiskOversight Policy. Delegated Lending Authoritiesare provided to 
individual officerswith due cognisance oftheirexperienceand ability. Largerand higher risk exposures requireapproval 
of senior management, the Credit Committee and ultimately through to the BRC.

The Banking Groupemploysacredit risk oversight process of hindsighting loanstoensurethatcredit policies andthe 
quality of credit processes are maintained.

HBA Board has authority for approval for all credit exposures for HBA and its subsidiaries.

Counterparty credit risk

Counterparty credit riskisthe riskthatthe Banking Group'searningsand/orcapital are adversely impacted bythe 
default of a counterparty.

The Banking Group has ongoing credit exposure associated with:
• Cashandcashequivalents;
• Finance receivables;
• Holding of investment securities; and
• Payments owed to the Banking Group from risk management instruments.

Counterparty credit risk is managed against limits set in the Market Risk Policy including credit exposure on derivative 
contracts, bilateral set-off arrangements, cash and cash equivalents and investment securities.

Reverse mortgage loans and negative equity risk

Reverse mortgage loans are a form of mortgage lending designed to meet the needs of eligible borrowers based on age 
criteria. These loansdifferfrom conventional mortgages inthattheytypicallyare not repaid untilthe borrower ceases to 
reside in the property. Further, interest is not required to be paid, it is capitalised into the loan balance and is repayable 
onterminationofthe loan. Asa result, thereare nocontractual incoming cash flowsduringthe life ofthe loanand 
default risk is therefore not managed through ongoing payment performance, as is the case for conventional 
mortgages. Negative equity risk arises from the promise by the Banking Group that the maximum repayment amount is 
limited tothe net sale proceeds ofthe borrowers' property.

The Banking Group'sexposureto negative equity risk is managed via lending standards specificforthis product. In 
additionto usual criteria regardingthe type, and location, of security propertythatthe Banking Groupwill acceptfor 
reverse mortgage lending, a keyaspectofthe Banking Group's policy isthataborrower’s ageon originationofthe 
reverse mortgage loan will dictatethe loan-to-value ratioofthe reverse mortgageon origination. New Zealandand 
Australia reverse mortgage lending standards and operations are well aligned.
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21 Credit riskexposure (continued)

Business Finance Guarantee Scheme (BFGS)

The Bank, along with other registered banks in New Zealand, entered into a Deed of Indemnity with the New Zealand 
Governmentto implementthe New Zealand Government's Business FinanceGuarantee Scheme (the BFGS Scheme). 
The purpose ofthe BFGS Scheme was to provideshorttermcredittoeligible small and medium-sized businesses, who 
had been impacted bythe economic effects of COVID-19. The BFGS Schemeallowed banksto lendtoa maximumof $5 
million for a maximum of five years. The New Zealand Government guarantees 80% of any loss incurred (credit risk) with 
the Bankholdingthe remaining 20%. The BFGS Scheme concluded on 30June 2021. As at30June 2026 the Bankhada 
total approved exposure of $15.6 million (2025: $32.1 million) to supported loans subject to ongoing asset management 
and enforcement activities under the BFGS Scheme.

North Island Weather Events (NIWE) Loan Guarantee Scheme

On31 July2023, the Bankentered intoaDeed of Indemnitywiththe New Zealand Government to implementthe North 
Island Weather Events LoanGuarantee Scheme (the NIWEScheme).Thesupported loans were intendedto assist New 
Zealand businessesto managethe impacts ofthe North Island Weather Events (during Auckland Anniversaryweekend 
2023).Thefacility limit foreach supported loan must notexceed $10 million fora maximumof5years. The New Zealand 
Government guarantees 80%ofany loss incurred (credit risk) withthe Bankholdingthe remaining 20%. The NIWE 
Scheme concluded on30June 2025. As at30June 2026the Bankhad supported loans underthe NIWE Scheme of $27.0 
million(2025:$31.7million).

Maximum exposure tocredit riskatthe relevant reporting dates

The following table representsthe maximum credit riskexposure, withouttaking into accountany collateral held. The 
exposures set out below are based on net carrying amounts as reported inthe statement of financial position, where 
investments exclude total equity investments and finance receivables measured at amortised cost are presented gross 
of provision for losses on guaranteed future value products as they do not give rise to credit risk exposure.

Concentration of credit risk by geographic region

$000’s June2026 June2025
On balance sheet:
Cash and cash equivalents 383,966 349,745
Collateral paid 5,129 14,239
Investments 815,108 777,403
Finance receivables measured at amortised cost 3,419,688 3,712,954
Finance receivables - reverse mortgages 4,358,190 3,370,949
Derivative financial assets 5,034 4,792
Other financial assets 11,038 5,163
Total on balance sheet credit exposures 8,998,153 8,235,245

Offbalancesheet:
Letters of credit, guarantee commitments and performance bonds 6,953 5,507
Undrawn facilities available to customers 779,458 565,735
Conditional commitments to fund at future dates 17,258 11,095
Total off balance sheet credit exposures 803,669 582,337

Total credit exposures 9,801,822 8,817,582

’These overseas assets are primarily NZD-denominated investments in AA+ (Standard & Poor's) and high quality investment grade 
securities issued by offshore supranational agencies ("Kauri Bonds").

$000’s June2026 June2025

New Zealand 5,310,786 5,400,485
Australia 4,406,516 3,313,862
Rest ofthe world1 138,542 175,014

9,855,844 8,889,361

Provision for impairment (54,022) (71,779)
Total credit exposures 9,801,822 8,817,582
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21 Credit riskexposure (continued)

Concentration of credit risk by industry sector

The Australian and New Zealand Standard Industrial Classification (ANZSIC) codes have been used as the basis for 
categorising customers and investees across industry sectors.

1Comparatives have been reclassified to align with current year classifications. Public administration and safety is now shown as a 
separate line item, previously included within Finance and insurance and Other business services.

$000’s June2026 June2025
Agriculture 1,102,377 1,076,425
Forestry and fishing 65,362 81,038
Mining 4,723 9,397
Manufacturing 43,543 58,203
Finance and insurance 714,995 695,366
Wholesaletrade 28,266 35,177
Retail trade and accommodation 453,974 362,335
Households 5,926,048 4,960,991
Other business services 155,531 159,012
Construction 242,381 274,653
Rental, hiring and real estate services 178,513 182,361
Transport and storage 319,740 377,937
Public administration and safety1 529,590 514,611
Other 90,801 101,855

9,855,844 8,889,361

Provision for impairment (54,022) (71,779)
Total credit exposures 9,801,822 8,817,582

Credit exposures to connected persons

The Banking Group's methodologyforcalculating credit exposure concentrations isonthe basisofactual credit 
exposures and calculated on a gross basis (net of individual credit impairment allowances and excluding advances of a 
capital nature) in accordance with the Bank's Conditions of Registration and the Reserve Bank's Connected Exposures 
Policy (BS8). Peakend-of-dayaggregatecreditexposurestoconnected persons has been derived using maximumend- 
of-day aggregate amount of credit exposure over the year and then dividing that amount by the Banking Group’s Tier 1 
capital asat 30 June 2026.

In accordance with its conditions of registration, the Banking Group must comply with all requirements set out in the 
RBNZ’s standard BS8 Connected Exposures effective from 1 October 2023. Exposures to connected persons are not on 
more favourable terms than corresponding exposures to non-connected persons.

Peak End-of-Day for Year
Asat30June2026 Ended30June2026

Credit exposuresto connected persons ($000's) 13 4,951
As a percentage of Tier 1 capital of the Banking Group at the end 
ofthe year 0.00% 0.52%

Creditexposuresto non-bankconnected persons ($000's) 13 4,951
As a percentage of Tier 1 capital of the Banking Group at the end 
ofthe year 0.00% 0.52%

Asat30 June 2026, the Banking Group had no aggregate contingent exposures to connected persons arising from 
unfunded contingent credit protection arrangements provided by any connected persons. The aggregate amount of 
the Banking Group's loss allowance forcredit exposures to connected personsthatarecredit-impaired was nil at30 
June 2026.
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21 Credit riskexposure (continued)

Credit exposure to individual counterparties

The Banking Group's aggregate concentration of credit exposure to individual counterparties is calculated based on the 
actual credit exposure. Credit exposures to connected persons, thecentral governmentorcentral bankofany country 
with a long term credit rating of A- or A3 or above, or its equivalent, and any supranational or quasi-sovereign agency 
with a long-term credit rating of A- or A3 or above, or its equivalent are excluded.

The peakend-of-day aggregate concentration ofcredit exposure to individual counterparties has been calculated by 
determining the maximum end-of-day aggregate amount of credit exposure over the relevant six-month period and 
then dividingtheamount bythe Banking Group's CET1 capital at30June 2026.

Number of Exposure
Number of Exposures PeakEnd-of-day over 

asat30June2026 6monthsto30June 
2026

Total numberofexposures to banks
With a long-term credit rating of A- or A3 or above, or its equivalent:

10%to lessthan 15%ofCET1 capital
15% to less than 20% of CET1 capital
20% to less than 25% of CET1 capital
25% to less than 30% of CET1 capital
30%to less than 35% of CET1 capital
35% to less than 40% of CET1 capital
40% to less than 45% of CET1 capital

With a long-term credit rating of at least BBB- or Baa3, or its 
equivalent, and at most BBB+ or Baal, or its equivalent

Without a long term credit rating that are greater than 10% to less 
than 15%ofCET1 capital.

- 1

1 -

- 1

1

Total numberofexposures to non-banks
Total number of exposures to non-banks that are greater than 10% 
to lessthan 15% ofCETI capitalthat havea long-term credit rating of 
A-orA3 orabove.
Total number of exposures to non-banks that are greater than 10% 
to lessthan 15% ofCETI capitalthat do not havea long-termcredit 
rating.
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21 Credit riskexposure (continued)

Collateral held

The Banking Groupemploysarange of policiesand practices to mitigatecredit riskand has internal policiesonthe 
acceptability ofspecificclasses ofcollateral. Collateral is held as securityto support credit riskon finance receivables 
and enforced in satisfying the debt in the event contractual repayment obligations are not met. The collateral held for 
mitigating credit riskforthe BankingGroup's lending portfolios isoutlined below.

Reverse mortgage and Residential mortgage loans

Reverse mortgage loans are secured by a first mortgage over a residential property which is typically a customer’s 
primary residential dwelling, residential investment property or holiday home. Residential mortgage loans are secured 
by a residential mortgage over an owner-occupied property located in an approved urban area.

Corporate lending

Business lending including rural lending istypically secured bywayofacharge over propertyand/orspecific security 
agreement over relevant business assets, and, where considered appropriate, a general security agreementto provide 
the ability to control cash flows.

Otherlending

Other lending comprises personal loans, primarily motor loans, which are secured by a motor vehicle or a boat; and other 
shorterterm smaller personal loans which are predominantly unsecured.

The Banking Groupanalysesthe coverage ofthe loan portfolio which issecured bythe collateral it holds.

Coverage is measured by the value of security as a proportion of loan balance outstanding and classified as follows:

Fully secured Greater or equal to100%

Partiallysecured 1%-99.9%

Unsecured Nosecurityheld

The Banking Group's loan portfolio have the following coverage from collateral held on credit impaired loans:

Corporate Residential All other
June2026

Fully secured 17% 100% 36%
Partiallysecured 63% -% 1%
Unsecured 20% -% 63%
Total 100% 100% 100%

June2025

Fully secured 15% 100% 45%
Partiallysecured 82% -% 36%
Unsecured 3% -% 19%
Total 100% 100% 100%
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22 Assetquality

The disclosures inthis noteare categorised bythefollowing credit riskconcentrations:

Corporate Business lending including rural lending.

Residential Lending secured by a first ranking mortgage over a residential property used primarily for residential 
purposes either by the mortgagor or a tenant of the mortgagor.

All Other This relates primarily to consumer lending to individuals.

Information is not presented in respectofotherfinancial assets orcredit related commitments asthe related allowances 
for ECL are not material to the Banking Group.

(a) Past due but not individually impaired

$000’s Corporate Residential1 All Other Total
June2026

Less than 30 days past due 47,157 1,389 35,898 84,444
At least 30 but less than 60 days past due 13,868 5,217 4,918 24,003
At least 60 but less than 90 days past due 5,635 11,115 1,274 18,024
At least 90 days past due 22,721 24,676 8,679 56,076
Total past due but not individually impaired 89,381 42,397 50,769 182,547

June2025

Less than 30 days past due 43,924 7,455 38,193 89,572
At least 30 but less than 60 days past due 27,410 18,216 11,099 56,725
At least 60 but less than 90 days past due 37,678 3,175 5,503 46,356
At least 90 days past due 68,299 23,456 20,779 112,534
Total past due but not individually impaired 177,311 52,302 75,574 305,187
’Residential finance receivables comprise $40.6 million (2025: $49.4 million) of past due finance receivables 
are measured at FVTPL.

- reverse mortgages which

(b) Credit riskgrading

The Banking Group'sfinance receivablesare monitored either by account behaviour (Behavioural portfolio) ora regular 
assessment oftheircredit riskgrade based on an objective review ofdefined riskcharacteristics (Judgemental 
portfolio).

The Judgemental portfolio consists mainly of business and rural lending where an ongoing and detailed working 
relationshipwith the customer has been developed while the Behavioural portfolio consists of consumer, retail and 
smaller business receivables.

Judgemental loansare individually riskgraded based on loan status, financial information, securityanddebtservicing 
ability. Exposures in the Judgemental portfolio are credit riskgraded by an internal risk grading mechanism. Gradel loans 
represent the strongest credit quality and the lowest credit risk. Grades8 and9 represent the weakest credit quality and 
the highest credit risk. Behavioural loans are managed based on theirarrears status.
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22 Asset quality (continued)

(b) Credit riskgrading (continued)

All loans pastdue but not impaired have been categorised into three impairment stages (referto Note 22 - Asset quality
(c))  which are in mostcases basedonarrears status. IfaJudgemental loan is riskgraded 6orabove itwill declassified as 
stage 2asa minimum and carry a provision based on lifetime ECL.

June20251

$000’s

Collectively Assessed
Individually

Assessed TotalStage 1 Stage 2 Stage 3
June2026

Judgemental portfolio
Gradel - VeryStrong 71,657 - - - 71,657
Grade 2 - Strong 1,925 - - - 1,925
Grade 3 - Sound 50,263 - - - 50,263
Grade 4 - Adequate 553,637 2,803 6,753 - 563,193
Grade 5 - Acceptable 986,760 3,364 1,944 - 992,068
Grade 6 - Monitor - 38,925 885 - 39,810
Grade 7 - Substandard - 35,767 9,916 - 45,683
Grade 8 - Doubtful - - 126 65,610 65,736
Grade 9-At risk of loss - - 33 17,899 17,932
Total Judgemental portfolio 1,664,242 80,859 19,657 83,509 1,848,267
Total Behavioural portfolio 1,588,995 13,178 19,448 3,822 1,625,443
Gross finance receivables measured at
amortised cost 3,253,237 94,037 39,105 87,331 3,473,710

Provision for impairment (12,970) (5,707) (13,561) (21,784) (54,022)
Total finance receivables measured at
amortised cost 3,240,267 88,330 25,544 55,54/ 3,419,688

Undrawn facilities available to customers 265,281 3,694 1,107 - 270,082

Comparative riskgrading information related to Australian livestock portfolio has been reclassified toalignwith the current year 
presentation.

Judgemental portfolio
Gradel - VeryStrong 70,434 - - - 70,434
Grade 2 - Strong 4,511 - - - 4,511
Grade 3 - Sound 61,216 73 - - 61,289
Grade 4 - Adequate 526,815 5,502 5,737 - 538,054
Grade 5 - Acceptable 941,521 5,303 2,561 - 949,385
Grade 6 - Monitor - 150,838 3,628 - 154,466
Grade 7 - Substandard - 46,529 28,951 - 75,480
Grade 8 - Doubtful - - 40 66,674 66,714
Grade 9-At risk of loss - - 52 21,876 21,928
Total Judgemental portfolio 1,604,497 208,245 40,969 88,550 1,942,261
Total Behavioural portfolio 1,755,099 28,617 55,988 2,768 1,842,472
Gross finance receivables measured at 
amortised cost 3,359,596 236,862 96,957 91,318 3,784,733

Provision for impairment amortised cost (16,029) (7,851) (23,104) (24,795) (71,779)
Total finance receivables measured at 
amortised cost 3,343,567 229,011 73,853 66,523 3,712,954

Undrawn facilities available to customers 260,302 4,806 1,090 - 266,198
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22 Asset quality (continued)

(c) Provision for impairment

Policy

Impairment of finance receivables measured at amortised cost
At each reporting date, the Banking Group applies a three-stage approach to measuring ECL of finance receivables not 
carried atfairvalue. The ECL model assesseswhetherthere has beenasignificant increase in credit risksince initial 
recognition.

Exposures are assessed on a collective basis in each stage unless there is sufficient evidence that one or more events 
associated with an exposure could have a detrimental impact on estimated future cash flows. Where such evidence 
exists, the exposure is assessed on an individual basis.

Forthe purposes ofacollective evaluation of impairment, finance receivablesaregrouped basedonsharedcredit risk 
characteristics, credit risk ratings, contractual term, date of initial recognition, remaining term to maturity, customer 
type and other relevant factors.

The ECL model is a forward-looking model where impairment allowances are recognised before losses are actually 
incurred. On initial recognition, an impairment allowance is required, based on events that are possible inthe next 12 
months.

Assets may migrate betweenthe following stages based ontheir change in credit quality:

Stagel -12 months ECL (generallypastdue30daysorless)

Wherethere has been no evidence of increased credit risksince initial recognition, and finance receivables are not 
credit impaired uponorigination, the portion ofthe lifetime ECLassociatedwiththe probability of default events 
occurring within the next 12 months is recognised.

Stage 2 - Lifetime ECLnotcredit impaired (generallygreaterthan 30 but lessthan 90 days pastdue)

Where there has been a significant increase in credit risk. Financial assets for which the credit grading has been 
downgraded to an underperforming category are also considered to have experienced a significant increase in credit 
risk.

Stage 3 - Lifetime ECL credit impaired (90 days past due or more)

Objective evidence of impairment, are considered tobein default or otherwise credit impaired. A default occurs where 
the customer is unlikely to repay theircredit obligations in full without recourse by the Banking Group to actions such 
as realising security. Indicators include a breach ofcontractwiththe Banking Groupsuchasadefaulton interestor 
principal payments, a borrower experiencing significant financial difficulties or observable economic conditions that 
correlate to defaults on an individual basis.

Credit qualityof financial assets
The Banking Group internally computes probability of default using historical default data, to assess the potential risk 
ofdefaultofthe lending, orotherfinancial services products, providedtocounterpartiesorcustomers. The Banking 
Group hasdefined counterparty probabilitiesofdefaultacross consumer, retail, businessand rural portfolios.

The Banking Group considers a receivable to be in default when contractual payments are 90 days or more past due, or 
when it is considered unlikelythatthe creditobligationtothe BankingGroupwill be paid in full without recourse to 
actions, such as realisation ofsecurity.

Finance receivables are written off against the related impairment allowance when there is no reasonable expectation 
of recovery. Any recoveries ofamounts previously written offarecredited to credit impairment expense in profitor 
loss.

In determining whether credit risk has increased all available information relevant to the assessment of economic 
conditions at the reporting date are taken into consideration. Todo this the Banking Group considers its historical loss 
experience and adjusts this for current observable data based on a loss curve distribution.

The calculation ofexpected credit loss is modelled for portfolios of like assets. For portfolios which are either new or 
too small to model, judgement is used to determine impairment provisions.

P. 64 pwc



22 Asset quality (continued)

(c) Provision for impairment (continued)

Policy (continued)
Credit qualityoffinancial assets (continued)
For assets that are individually assessed for ECL, the allowance for ECL is calculated directly as the difference 
between the defaulted assets carrying value and the recoverable amount (being the present value of expected future 
cash flows, including cash flows from the realisation of collateral or guarantees, where applicable).

Modification of contractual cash flows
The Banking Group sometimes modifies the terms of loans provided to customers due to commercial renegotiations, 
orfordistressed loans, withaviewto maximising recovery.

Such restructuring activities include extended payment term arrangements, payment holidays and payment 
forgiveness. Restructuring policies and practices are based on indicators or criteria which, in the judgement of 
management, indicatethat payment will most likelycontinue.

These policies are kept under continuous review. Restructuring is most commonly applied to term loans.

Collectively assessed ECL (stage 1, 2 and 3) - New Zealand

The Banking Group estimated ECLfor its lending portfolio measured atamortised cost using models based on historical 
credit performance and observed portfolio behaviour. The models are recalibrated across each period, which includes 
aligning model input of probabilities of default and loss given defaults with more recent observations and data. These 
models assumethateconomicconditions remain constant overtime withthe provision being calculated as a point-in­
time estimate.

Accordingly, management applies model overlays or adjustments in circumstances where the existing inputs, 
assumptions, and model techniquesdo notcaptureall riskfactors (e.g. geopolitical impacts) relevanttothe Banking 
Group's lending portfolios.

Model overlays have been applied inthe following instances:

(a) Multiple macroeconomic scenarios (MES) and sensitivity analysis:

To incorporate a range of potential future economic outcomes, HBL applies a MES overlay. This approach estimates a 
distribution of possible credit loss outcomes by using historical loss curves for each portfolio, from which probability 
weighted loss rates are derived.

The MESframeworkconsidersfourforward-lookingscenarios - upside, central, downsideand severe downside - each 
reflecting differingdegreesofeconomic improvementordeterioration relativetothe modelled provision (point-in-time 
ECL).Thedifference betweenthe MES probability weighted and point-in-time ECL representsthe MESoverlay required to 
the modelled provision.

MES Description
Weighting applied as at 

30June2026

Upside case Reflect inputs and assumptions improving comparative to 
the current provisioning model. 7%

Central case Reflect inputs and assumptions similar to the current 
provisioning model. 50%

Downside case Reflect inputs and assumptions deteriorating comparative 
to the current provisioning model. 33%

Severe downside case Reflect inputs and assumptions deteriorating severely 
comparative to the current provisioning model. 10%

Based onthis, a loss rate foreach scenario was calculated, weighted bythe probability ofthatscenario, and applied to 
the receivables position.

At 30 June 2026 the MES overlay forthe Banking Group is $2.3 million (2025: $2.7 million).
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22 Asset quality (continued)

(c) Provision for impairment (continued)

The following sensitivity table shows the difference between the reported provision based on the point-in-time estimate, 
and the ECL calculated for each scenario, assuming a100% weightage for that case:

lncrease/(decrease) in ECLasat
$m 30June2026

100% upsidecase (14.8)

100%centralcase (3.4)

100% downside case 7.4

100% severe downside case 26.1
Total probability weighted ECL perthe MES methodology 2.3

(b) Geopolitical overlay:

In additiontothe MESoverlay, HBLappliesafurtheroverlayto reflect heightened geopolitical risks (e.g, Iran warand 
associated fuel crisis).Geopolitical riskrefers tothe potential foradversecredit outcomes arisingfrom global political and 
economic tensions that may not be captured within historical loss experience or baseline forward-looking scenarios. The 
overlay calculations included) utilising publicly available crisis scenarios together with internal analysis, (ii) calculating 
the associated deterioration in losses expected for each scenario using regression models which connect economic 
factors and losses, (ill) applying these to HBL’s portfolio, and (iv) probability weighting them.

At30June2026, thegeopoliticaloverlayis$1.6 million (2025: $0.5 million).

Individuallyassessed ECL (stage3) - New Zealand

Individually assessed provisions are recognised for exposures where there is objective evidence of impairment and where 
HBLdeterminesthatthe impacton expected future cash flows can be reliably estimatedonacase-by-case basis.

These are predominantly within the Asset Finance and older Business Relationship lending portfolios within the transport, 
construction, forestry and agriculture sectors.

ECL (stage 1,2 and 3) - Australia

There have been no material changes tothecritical estimatesandjudgementsfor ECL in HBAduringtheyearsended30 
June 2026 and 30 June 2025.
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22 Asset quality (continued)

’The increase in provision when a loan moves to a higher stage is included in New and increased provision (net of provision releases) in 
the higher stage to which the loan moved.The decrease in provision when a loan moves to a lower stage is included in New and 
decreased provision (netof provision releases) inthe higherstagefrom whichthe loan moved.

(c) Provision for impairment (continued)

$000’s

Collectively Assessed
Individually
Assessed TotalStage 1 Stage 2 Stage 3

June2026
Corporate
Impairment allowance as at 30 June 2025 10,223 5,614 15,827 24,795 56,459
Changes in loss allowance

Transfer between stages1 (1,419) (4,776) (1,417) 7,612 -
New and increased provision (net of provision 
releases)1 1,466 4,081 4,248 18,193 27,988

Credit impairment charge 47 (695) 2,831 25,805 27,988
Write-offs - - (10,808) (29,337) (40,145)
Effect of changes in foreign exchange rate 81 36 - 458 575
Impairment allowance as at 30 June 2026 10,351 4,955 7,850 21,721 44,877

Residential
Impairment allowance as at 30 June 2025 179 - - - 179
Changes in loss allowance

Transfer between stages1 - — — — —
New and decreased provision (net of provision 
releases)1 (124) - - - (124)

Credit impairment charge (124) - - - (124)
Effect of changes in foreign exchange rate (1) - - (1)
Impairment allowance as at 30 June 2026 54 - - — 54

All Other
Impairment allowance as at 30 June 2025 5,627 2,237 7,277 - 15,141
Changes in loss allowance

Transfer between stages1 (213) (2,387) 2,600 - -
Newand (decreased)/increased provision 
(net of provision releases)1 (2,811) 902 11,590 59 9,740

Credit impairment charge (3,024) (1,485) 14,190 59 9,740
Write-offs - - (15,756) - (15,756)
Effect of changes in foreign exchange rate (38) - 4 (34)
Impairment allowance as at 30 June 2026 2,565 752 5,711 63 9,091

Total
Impairment allowance as at 30 June 2025 16,029 7,851 23,104 24,795 71,779
Changes in loss allowance

Transfer between stages1 (1,632) (7,163) 1,183 7,612 -
Newand (decreased)/increased provision 
(net of provision releases)1 (1,469) 4,983 15,838 18,252 37,604

Credit impairment charge (3,101) (2,180) 17,021 25,864 37,604
Write-offs - - (26,564) (29,337) (55,901)
Effect of changes in foreign exchange rate 42 36 - 462 540
Impairment allowance as at 30 June 2026 12,970 5,707 13,561 21,784 54,022
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P. 68 pwc

’The increase in provision when a loan moves to a higher stage is included in New and increased provision (net of provision releases) in 
the higher stage to which the loan moved.The decrease in provision when a loan moves to a lower stage is included in New and 
decreased provision (netof provision releases) inthe higherstagefrom whichthe loan moved.

(c) Provision for impairment (continued)

$000’s

Collectively Assessed
Individually

Assessed TotalStage 1 Stage 2 Stage 3

June2025
Corporate
Impairment allowance as at 30 June 2024 6,753 1,716 20,051 22,482 51,002

Changes in loss allowance 
Transfer between stages1 211 (5,318) 3,596 1,511 -
New and increased provision (net of provision 
releases)1 3,265 9,216 24,121 23,219 59,821

Credit impairment charge 3,476 3,898 27,717 24,730 59,821
Write-offs - - (31,941) (22,417) (54,358)
Effect of changes in foreign exchange rate (6) - - (6)
Impairment allowance as at 30 June 2025 10,223 5,614 15,827 24,795 56,459

Residential
Impairment allowance as at 30 June 2024 165 3 110 278
Changes in loss allowance

Transfer between stages1 (117) 110 (110) 117 -
Newand increased/(decreased) provision 
(net of provision releases)1 149 (113) - (117) (81)

Credit impairment charge 32 (3) (110) - (81)
Write-offs (18) - - (18)
Impairment allowance as at 30 June 2025 179 - - — 179

All Other
Impairment allowance as at 30 June 2024 7,443 3,478 14,120 25,041
Changes in loss allowance

Transfer between stages1 (234) (3,862) 4,096 - -
Newand (decreased)/increased provision 
(net of provision releases)1 (1,582) 2,621 12,614 - 13,653

Credit impairment charge (1,816) (1,241) 16,710 - 13,653
Write-offs (23,553) - (23,553)
Impairment allowance as at 30 June 2025 5,627 2,237 7,277 — 15,141

Total
Impairment allowance as at 30 June 2024 14,361 5,197 34,281 22,482 76,321
Changes in loss allowance

Transfer between stages1 (140) (9,070) 7,582 1,628 -
New and increased provision (net of provision 
releases)1 1,832 11,724 36,735 23,102 73,393

Credit impairment charge 1,692 2,654 44,317 24,730 73,393
Write-offs - - (55,494) (22,417) (77,911)
Effect of changes in foreign exchange rate (24) - - (24)
Impairment allowance as at 30 June 2025 16,029 7,851 23,104 24,795 71,779
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(d) Impact of changes in gross finance receivables held at amortised cost on allowance for ECL

$000’s

Collectively Assessed
Individually
Assessed TotalStage 1 Stage 2 Stage 3

June2026

Corporate
Gross finance receivables as at 30 June 2025 2,144,693 220,092 74,173 90,830 2,529,788
Transfer between stages (88,987) (4,117) 26,389 66,715 —
Additions 854,463 - - - 854,463
Deletions (676,136) (130,729) (64,058) (45,748) (916,671)
Write-offs - - (10,808) (29,337) (40,145)
Effect of changes in foreign exchange rate 27,737 2,835 - 4,471 35,043
Gross finance receivables as at 30 June 2026 2,261,770 88,081 25,696 86,931 2,462,478

Residential
Gross finance receivables as at 30 June 2025 216,240 369 998 488 218,095
Transfer between stages 298 336 (707) 73 -
Additions 2,475 - - - 2,475
Deletions (159,232) 21 (291) (338) (159,840)
Effect of changes in foreign exchange rate 3,420 52 - 23 3,495
Gross finance receivables as at 30 June 2026 63,201 778 - 246 64,225

AllOther
Gross finance receivables as at 30 June 2025 998,663 16,401 21,786 - 1,036,850
Transfer between stages (16,034) (990) 16,874 150 -
Additions 467,481 - - - 467,481
Deletions (521,861) (10,233) (9,495) (4) (541,593)
Write-offs - - (15,756) - (15,756)
Effect of changes in foreign exchange rate 17 - - 8 25
Gross finance receivables as at 30 June 2026 928,266 5,178 13,409 154 947,007

Total
Gross finance receivables as at 30 June 2025 3,359,596 236,862 96,957 91,318 3,784,733
Transfer between stages (104,723) (4,771) 42,556 66,938 —
Additions 1,324,419 - - - 1,324,419
Deletions (1,357,229) (140,941) (73,844) (46,090) (1,618,104)
Write-offs - - (26,564) (29,337) (55,901)
Effect of changes in foreign exchange rate 31,174 2,887 - 4,502 38,563
Gross finance receivables as at 30 June 2026 3,253,237 94,037 39,105 87,331 3,473,710
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22 Asset quality (continued)

(d) Impact of changes in gross finance receivables held at amortised cost on allowance for ECL (continued)

$000’s

Collectively Assessed
Individually
Assessed TotalStage 1 Stage 2 Stage 3

June2025

Corporate
Gross finance receivables as at 30 June 2024 2,421,215 217,085 67,780 96,468 2,802,548
Transfer between stages (181,471) 73,510 75,595 32,366 -
Additions 967,341 - - - 967,341
Deletions (1,059,550) (70,015) (37,261) (15,012) (1,181,838)
Write-offs - - (31,941) (22,417) (54,358)
Effect of changes in foreign exchange rate (2,842) (488) - (575) (3,905)
Gross finance receivables as at 30 June 2025 2,144,693 220,092 74,173 90,830 2,529,788

Residential
Gross finance receivables as at 30 June 2024 393,896 1,891 762 - 396,549
Transfer between stages (1,902) 258 (15) 1,659 -
Additions 30,396 - - - 30,396
Deletions (205,702) (1,775) 251 (1,170) (208,396)
Effect of changes in foreign exchange rate (448) (5) - (1) (454)
Gross finance receivables as at 30 June 2025 216,240 369 998 488 218,095

AllOther
Gross finance receivables as at 30 June 2024 1,073,332 22,657 48,181 - 1,144,170
Transfer between stages (33,298) 5,497 27,801 - -
Additions 258,043 - - - 258,043
Deletions (299,414) (11,753) (30,643) - (341,810)
Write-offs - - (23,553) - (23,553)
Gross finance receivables as at 30 June 2025 998,663 16,401 21,786 - 1,036,850

Total
Gross finance receivables as at 30 June 2024 3,888,443 241,633 116,723 96,468 4,343,267
Transfer between stages (216,671) 79,265 103,381 34,025 -
Additions 1,255,780 - - - 1,255,780
Deletions (1,564,666) (83,543) (67,653) (16,182) (1,732,044)
Write-offs - - (55,494) (22,417) (77,911)
Effect of changes in foreign exchange rate (3,290) (493) - (576) (4,359)
Gross finance receivables as at 30 June 2025 3,359,596 236,862 96,957 91,318 3,784,733
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22 Asset quality (continued)

(d) Impact of changes in gross finance receivables held at amortised cost on allowance for ECL (continued)

The Banking Group’s provision for impairment has decreased by $17.8 million during the year ended 30June 2026, driven 
bythe following movements:

Impact of changes in gross exposures on loss allowances - Corporate exposures

• A netdecrease in collective provisionsof $8.5 million, reflecting improvements in staging mixand specifically, 
reductions in Stage 3 gross exposures due to recovery actions undertaken by the Banking Groupand subsequent bad 
debtwrite-offsof $10.8 million.

• Individually assessed provisions decreased by $3.1 million during the year, following the transfer (net of repayments 
and exits) ofapproximately$21.0 millionof receivables intothis category. This resulted in additional provisions of 
$18.2 million on individually assessed loans, driven by borrower-specificcredit deterioration and revised valuations of 
underlying securities. These increases were more than offset by bad debt write-offs of $29.3 million against the loss 
allowance.

Impact of changes in gross exposures on loss allowances - Residential exposures

The Banking Group’s provision for impairment for residential exposures decreased by $0.1 million, predominantly due to 
lower gross exposures arising from customer repayments. There were no other significant changes in gross exposures or 
staging during the year.

Impact of changes in gross exposures on loss allowances - All other exposures

The Banking Group’s provisionfor impairment has reduced by $6.1 million, primarilyduetoan improvement inthestaging 
mixand a reduction in overall exposureand bad debtwrite-offsof $15.8 million againstthe loss allowance.

(e) Other asset quality information

Asat30 June 2026 there were $0.54 million undrawn lending commitments available to counterparties for whom drawn 
balancesareclassifiedas individually impaired (2025: $0.86 million). Asat30June 2026, the Banking Group had $3.38 
millionassetsunderadministration (2025: $3.16 million).

Asat30 June 2026, the contractual amount outstanding on loans to customers written off during the year and are still 
subjecttoenforcementactivitywas$29.73 million (2025: $19.12 million).
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23 Liquidity and funding risk

Liquidity riskisthe riskthatthe Banking Groupwill be unabletoobtainthe necessaryfundsto meet its financial 
obligationsastheyfall due, leadingtoan inabilitytosupport its regular businessactivitiesandcomplywith regulatory 
liquidity requirements. The timing mismatch of cash flows and the related liquidity risk in all banking operations are 
closely monitored bythe Banking Group.

Measurement of liquidity risk is designed to ensure that the Banking Group has the ability to generate or obtain 
sufficient cash in a timely manner and at a reasonable price to meet its financial commitments on a daily basis without 
compromising its operations or financial health.

Funding riskisthe riskofexcessive relianceon a particular funding source, which may lead to increased overall funding 
costs or challenges in raising funds. Effective management of funding risk requires maintaining a diverse and stable 
funding base to ensure the Banking Group can meet its financial obligations under varying conditions.

The Banking Group’s exposure to liquidity risk is governed by a policy approved by the Board and managed by GALCO. 
This policy sets outthe nature ofthe riskwhich may be taken and aggregate risk limits, thattheGALCO mustobserve. 
Withinthis, theobjective ofthe GALCO is to derivethe mostappropriate strategyforthe Banking Group interms ofamix 
of assets and liabilities given its expectations of future cash flows, liquidity constraints and capital adequacy. The 
GALCO employs asset and liability cash flow modelling to determine appropriate liquidity and funding strategies.

The Banking Group has developed a CFP to enable prompt and decisive action during liquidity and funding crises, 
ensuringtheeffective implementationofcontingency measures.TheCFPoutlinesdefined rolesand responsibilities, as 
well as proceduresand plans to address disruptionstothe Banking Group'sabilityto meet its liquidityandfunding 
requirements.

The Australian Banking Group manages its own domestic liquidity and funding requirements in accordance with its own 
liquidity policyandthe policies ofthe Banking Group. HBA's liquidity policy isalso overseen byAPRA.

In March 2020, the Bankwasonboarded bythe RBNZasan approved counterpartyand executed a 2011 Global Master 
Repo Agreement providing an additional source for intra-day liquidity for the Banking Group if required.

The Banking Group holdsthe following liquid assetsand committedfundingsourcesforthe purpose of managing 
liquidity risk:

$000’s June2026 June2025
Cash and cash equivalents 
Investments in debt securities

383,966
815,108

349,745
777,403

Total liquid assets 1,199,074 1,127,148

Undrawn committed bankfacilities 372,292 211,914
Total liquid assets and committed undrawn fundinq 1,571,366 1,339,062
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23 Liquidity and funding risk (continued)

Contractual liquidityprofileoffinancial liabilities

The following tables presentthe Banking Group'sfinancial liabilities by relevant maturity groupings based upon 
contractual maturity date. The amounts disclosed in the tables represent undiscounted future principal and interest 
cash flows. Asa result, theamounts inthe tables below maydiffertothe amounts reportedonthestatementof 
financial position.

The contractual cash flows presented below maydiffer significantly from actual cash flows. This occurs as a result of 
future actions bythe Banking Groupand its counterparties, suchas early repaymentsor refinancing ofterm loansand 
borrowings. Deposits and other public borrowings include customer savings deposits and transactional accounts, which 
are at call. These accounts provideastable source of long term fundingforthe Banking Group.

$000’s
On

Demand
0-6

Months
6-12

Months 1-2Years 2-5Years 5+Years Total
June2026

Non-derivative financial liabilities
Deposits 1,023,376 4,049,333 1,787,257 294,017 159,782 - 7,313,765
Other borrowings - 76,994 25,579 566,550 56,106 250,607 975,836
Due to related parties - 5,044 - - - - 5,044
Lease liabilities - 2,280 2,312 4,432 5,682 1,975 16,681
Otherfinancial liabilities - 20,229 1,181 2,362 6,983 31,627 62,382
Total non-derivativefinancial 
liabilities 1,023,376 4,153,880 1,816,329 867,361 228,553 284,209 8,373,708

Derivative financial liabilities
Inflows from derivatives - 8,505 7,672 12,763 7,535 - 36,475
Outflows from derivatives - 13,121 10,145 16,047 8,452 47,765
Total derivative financial liabilities - 4,616 2,473 3,284 917 - 11,290

Undrawn facilities available to 
customers 779,458 - - - - - 779,458

June2025

Non-derivative financial liabilities
Deposits 1,027,303 3,834,210 1,460,828 188,042 153,551 - 6,663,934
Other borrowings - 27,760 251,581 193,519 202,745 363,390 1,038,995
Due to related parties - 792 - - - - 792
Lease liabilities - 2,152 1,998 3,985 7,471 114 15,720
Otherfinancial liabilities - 14,800 - - - - 14,800
Total non-derivativefinancial 
liabilities 1,027,303 3,879,714 1,714,407 385,546 363,767 363,504 7,734,241

Derivative financial liabilities
Inflows from derivatives - 16,604 14,385 22,991 17,795 - 71,775
Outflows from derivatives - 20,283 19,922 30,997 22,100 93,302
Total derivative financial liabilities - 3,679 5,537 8,006 4,305 - 21,527

Undrawn facilities available to 
customers 565,735 - - - - - 565,735
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24 Interest rate risk

The Banking Group's market risk is derived primarily of exposure to interest rate risk, predominantly from raising funds 
through the retail and wholesale deposit market, the debt capital markets and committed and uncommitted bank 
funding, securitisation of receivables, and offering loan finance products to the commercial and consumer market in 
New Zealand and Australia.

The Banking Group’sexposure to market riskisgoverned bya policyapproved bythe Boardand managed bythe GALCO. 
This policysets outthe nature of riskwhich may betaken and aggregate risklimits, andthe GALCO mustconformto 
this. Theobjective oftheGALCO istoderivethe mostappropriate strategyforthe Banking Group in terms ofthe mix of 
assetsand liabilities given its expectations ofthefuture andthe potential consequences of interest rate movements, 
liquidity constraints and capital adequacy.

The objective ofthe Banking Group’s interest rate risk policies is to limit underlying net profit after tax (NPAT) volatility. 
The measurement comprises net interest income the Banking Group generates from its interest earning assets and 
interest bearing liabilities.

The exposure to net interest income comes from a reduction in margins on interest earning assets or interest bearing 
liabilitiesand is managed when setting rates by taking intoconsideration wholesale rates, liquidity premiums, aswell as 
appropriate lending credit margins.

Sensitivityto interest rates arises from mismatches in the interest rate characteristics of interest bearing assets and 
the corresponding liability funding. Oneofthe main causes of these mismatches istiming differences inthe repricing of 
assetsand liabilities. These mismatchesare actively managed as partofthe overall interest rate riskmanagement 
process in accordance with the Banking Group's policy.

An analysisofthe BankingGroup'ssensitivity is based onthe values ofthe interest bearing assetsand liabilities as at 
the reporting date, and measuresthe prospective impactonthe net profit aftertaxand equityfrom movements in 
market interest rates by100 basis points, presented inthe belowtable:

$000’s
Impact on

NPAT
Impacton 

equity
Impact on

NPAT
Impact on 

equity

Market interest rates -100 basis points increase
Market interest rates -100 basis points decrease

As at30June2026
9,602 9,602

(9,602) (9,602)

As at30June2025
9,424 9,424
(9,424) (9,424)

The Banking Group also manages interest rate risk by:

• Monitoring trends in interest rates to limit any potential adverse impact on earnings;
• Monitoring maturity profiles and seeking to match the re-pricing of assets and liabilities;
• Monitoring interest rates daily and regularly (at least monthly) reviewing interest rate exposures; and
• Entering into derivatives to hedge against movements in interest rates.
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24 Interest rate risk (continued)

Contractual repricing analysis

The interest rate riskprofileoffinancial assetsand liabilitiesthatfollows has been prepared onthe basisof maturityor 
next repricing date, whichever is earlier.

$000’s
0-3

Months
3-6

Months
6-12

Months 1-2Years 2+Years

Non­
Interest 
Bearing Total

June2026

Financial assets
Cash and cash equivalents 383,966 - - - - - 383,966
Collateral paid 5,129 - - - - - 5,129
Investments 514,200 7,234 8,993 116,994 167,687 5,192 820,300
Derivative financial assets - - - - - 5,034 5,034
Finance receivables measured at 1,416,785 260,349 451,952 531,336 757,762 - 3,418,184amortised cost
Finance receivables - reverse 4,358,190 - - - - - 4,358,190mortgages
Other financial assets 3,625 - - - - 7,413 11,038
Total financial assets 6,681,895 267,583 460,945 648,330 925,449 17,639 9,001,841

Financial liabilities
Deposits 3,302,548 1,678,241 1,727,490 277,998 147,885 34,726 7,168,888
Other borrowings 606,230 23,218 — 123,113 37,980 — 790,541
Due to related parties - - - - - 5,044 5,044
Derivativefinancial liabilities - - - - - 10,966 10,966
Lease liabilities - - - - - 14,253 14,253
Otherfinancial liabilities - - - - - 39,277 39,277
Total financial liabilities 3,908,778 1,701,459 1,727,490 401,111 185,865 104,266 8,028,969
Effect of derivatives held for risk 
management 577,394 98,116 (72,447) (252,815) (350,248) - -

Net financial assets/(liabilities) 3,350,511 (1,335,760) (1,338,992) (5,596) 389,336 (86,627) 972,872
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24 Interest rate risk (continued)

Contractual repricing analysis (continued)

$000’s
0-3

Months
3-6

Months
6-12

Months 1-2Years 2+Years

Non­
Interest 
Bearing Total

June2025

Financial assets
Cash and cash equivalents 349,745 - - - - - 349,745
Collateral paid 14,239 - - - - - 14,239
Investments 440,688 - 14,761 56,220 265,734 12,641 790,044
Derivative financial assets - - - - - 4,792 4,792
Finance receivables measured 1,512,404 328,880 445,418 604,968 819,780 - 3,711,450atamortised cost
Finance receivables - reverse 3,370,949 3,370,949mortgages
Other financial assets 1,716 - - - - 3,447 5,163
Total financial assets 5,689,741 328,880 460,179 661,188 1,085,514 20,880 8,246,382

Financial liabilities
Deposits 3,110,786 1,670,886 1,409,173 174,359 129,221 38,369 6,532,794
Other borrowings 666,594 - - - 158,860 - 825,454
Due to related parties - - - - - 792 792
Derivativefinancial liabilities - - - - - 20,660 20,660
Lease liabilities - - - - - 14,390 14,390
Otherfinancial liabilities - - - - - 14,800 14,800
Total financial liabilities 3,777,380 1,670,886 1,409,173 174,359 288,081 89,011 7,408,890
Effect of derivatives held for 
riskmanagement 860,941 93,460 (108,267) (444,536) (401,598) - -

Net financial assets/ 
(liabilities) 2,773,302 (1,248,546) (1,057,261) 42,293 395,835 (68,131) 837,492

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

(a) Concentrationoffunding by industry

ANZSIC codes have been used as the basis for categorising customer and investee industry sectors.

1Comparatives have been reclassified to align with current year classifications. Public administration and safety is now shown as a 
separate line item, previously included within Other. The increase during the period primarily relates to deposits from Australian 
Government and government-related entities.

$000’s June2026 June2025
Agriculture 116,415 114,988
Forestry and fishing 25,880 14,038
Mining 125 46
Manufacturing 17,001 17,809
Finance and insurance 1,927,141 1,866,998
Wholesaletrade 15,232 6,618
Retail trade and accommodation 48,323 32,053
Households 4,715,385 4,669,968
Rental, hiring and real estate services 66,791 62,663
Construction 22,503 25,517
Other business services 578,396 460,812
Transport and storage 7,183 6,509
Public administration and safety1 368,151 36,445
Other 50,903 43,784
Total funding 7,959,429 7,358,248

(b) Concentrationoffunding bygeographicalarea

$000’s June2026 June2025
New Zealand 4,294,024 4,548,781
Australia 3,593,872 2,731,585
Rest ofthe world 71,533 77,882
Total funding 7,959,429 7,358,248
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Other Disclosures
26 Significant subsidiaries

Significant subsidiaries
Countryof 
incorporation and 
place of business

Nature of business

Proportion of 
ownershipand voting 
power held
June2026 June2025

VPS Properties Limited New Zealand Investment property holding 
company 100% 100%

Heartland BankAustralia Limited Australia Bank 100% 100%
Heartland Australia Holdings Pty Limited Australia Financial services 100% 100%
Heartland Australia Group Pty Limited Australia Financial services 100% 100%
StockCo Holdings 2 Pty Limited Australia Financial services 100% 100%
StockCo Australia Management Pty Limited Australia Management services 100% 100%

27 Structured entities

Astructured entity isone which has beendesigned suchthat voting orsimilar rightsare notthedominantfactor in 
deciding who controls the entity. Structured 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. 
Structured entities are consolidated where the substance ofthe relationship is thatthe Banking Group controls the 
structured entity.

(a) Heartland Cash andTerm PIE Fund (Heartland PIE Fund)

The Banking Groupcontrolsthe operations ofthe Heartland PIE Fund which isa portfolio investmententitythat invests 
in the Banking Group's deposits. Investments of Heartland PIE Fund are represented as follows:

$000’s June2026 June2025
Deposits 659,944 476,489

(b) HeartlandAuto ReceivablesWarehouseTrust2018-1 (HARWT)

HARWT securitises motor vehicle loan receivables asasource of funding.

The Banking Group continues to recognise the securitised assets and associated borrowings in the statement of 
financial positionasthe BankingGroup remainsexposedtoand hastheabilityto affect variable returns fromthose 
assets and liabilities. Althoughthe Banking Group recognises those interests in HARWT, the loans sold to HARWT are 
set aside forthe benefit of investors in HARWT. Otherdepositorsand lenders tothe Banking Group have no recourse to 
those assets. The balances of HARWT are represented as follows:

1lncludesubordinated loan balance with HBL in accordance with theterms oftheTrust Deed.

$000’s June2026 June2025
Cash and cash equivalents 13,302 14,450
Finance receivables measured at amortised cost 156,569 171,336
Other borrowings1 (165,380) (183,062)
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27 Structured entities (continued)

(c) SeniorsWarehouseTrust No.2 (SWT2)

SWT2 was set upon2July2019 as partofthe Australian reverse mortgage business. Itwasoriginally established by 
Australian Seniors Finance Pty Limited (ASF) and was subsequently transferred to HBA on30 May 2025. The trustee of 
thetrust isAMALTrustees Pty Ltd. andthetrust manager isAMAL Management Services Pty Ltd. The balances ofSWT2 
are summarised as follows:

1The increase in the SWT2 securitised assets balance is mainly related to the sale of $166.3 million of reverse mortgage receivables by 
HBAandafurtherdrawdown in securitisation borrowings.TheSWT2securitisation facility limit increased from $281 million (A$260 
million) to $518 million (A$425 million) as partofexecutionof itsdate-based calls (a repurchase ofthe remaining securitised assets on 
a predetermined date beforetheirfull repaymentormaturity) during theyear. Referto Note 14 - Borrowingsforfurtherdetails.

$000’s June2026 June2025
Cash and cash equivalents 36,264 32,210
Finance receivables - reverse mortgages1 573,563 407,275
Other borrowings2 (571,753) (417,809)

2lncludesubordinated loan balancewith HBA in accordance with theterms oftheTrust Deed.

(d) Atlas2020-1Trust (AtlasTrust)

AtlasTrustwas setupon 11 September2020 as partof ASF's reverse mortgage businesssimilartotheexisting SWT2 
Trust and ASF Trust. It was subsequently transferred toHBAon 1July2025. The Trustee for the Trust is BNY Trust 
Company of Australia Limited and the Trust Manager is ASF. The balances of Atlas Trust are represented as follows:

1lncludesubordinated loan balance with HBA in accordance with thetermsoftheTrust Deed.

$000’s June2026 June2025
Cash and cash equivalents 25,985 19,681
Finance receivables - reverse mortgages 162,200 148,993
Other borrowings1 (153,903) (144,949)

28 Staff share ownership arrangements

Fromtime totime HGH operates variousshare-based compensation plansthat issue tranches of performance rights 
(Performance Rights) whichareequity-settled. Followingthe finalisationoftheformal plan documents, HGH issueda 
new share-based compensation plan in December 2025 which qualifying senior management and employees were 
invited to participate in. The HGH Performance Share Rights Plan (Plan) was established to enhance the alignment of 
participants’ interests with those of Heartland Group Holdings Limited (the Group) shareholders. Subject to 
satisfactionofthe performance hurdlesand continued employment, atvestingeach Performance Rightconvertstoa 
HGH share atzeroexercise price. Ifthe base target is not metorthe participant ceasesto be an employee ofthe Group, 
the Performance Rights will lapse.

The fair value of each tranche is measured at grant date, which is the date on which shared understanding is achieved 
between HGH andthe participants.

(a) Share-based compensation plan details

Sincethe establishmentofthe new plan, HGH has issued onetranche.

FY2028Tranche

The Performance Rights were issued subjecttothe participants’ continuedemployment withthe Group untilthe 11th 
trading day following the release of HGH’s FY2028 financial results to NZX and ASX and the Group achieving its Financial 
Measures, and non-Financial Measures (Riskand Compliance Measures, and Conductand Culture Measures), overthe 
vesting period.

Thetranche isdivided intotwo equal poolsthatare linked to different Financial Measures. Thefirst pool is linked toa 
total shareholder return (TSR) measure and the second is linked to a Return on Equity (ROE) measure. The quantum of 
vesting for both pools are variable and are dependent on achievements ofthe respective ranges oftargets set for both 
TSR and ROE measures.
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28 Staff share ownership arrangements (continued)

FY2028tranche (continued)

The fairvalueofthe Performance Rights isdetermined byan independentthird-party expertongrant date using 
valuation methods, such as Monte Carlo option pricing model. The valuation incorporates various assumptions, this 
includes, but is not limited to, grant date share price, price volatility, probability of achieving future share price 
(applicabletoTSR hurdleonly), expected future dividend paymentsand trading restriction. Attheend ofeach reporting 
period, the Group revises its estimate ofthe numberof equity instruments to be dulyvested based on its current 
expectation ofachievementofemploymentcondition, ROE hurdle, and non-Financial Measures. The impactofthis 
revision from the prior estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the 
revised estimate, with a corresponding adjustment tothe employee benefits reserve.

The issuance and expense recognised relating to the Banking Group is as follows:

Issued and closing balance

June2026

PR Plan 
Numberof

Rights
3,675,000

(b) Effectofshare-based payment transactions

$000’s June2026
Award ofShares
Plan - FY2028 tranche 1,140
Total expense recognised 1,140

As part of a common practice, HGH also charges the Banking Group for its grants of Performance Rights to the Banking 
Group’semployees. The re-charge is made overthe vesting period and is based onthe expense recorded inthe profitor 
lossfromtimetotime. Forthe yearended 30 June 2026, the re-charge amountedto$1.1 million. The Banking Group 
accounts for the re-charge against the employee benefits reserve.

The weighted averagefairvalues ofthe FY2028Tranche were$0.46 and $0.78 foreach Performance Right linked toTSR 
measuresand ROE measures, respectively.

000’s

June2026
Rights 

Outstanding
Remaining

Years
PR Plan - FY2028 3,675 2.3
Total 3,675
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29 Capital adequacy and regulatory liquidity ratios - unaudited

The Reserve Bankof NewZealand (RBNZ) minimum regulatorycapital requirements for banks have been established 
underthe RBNZ Capital Adequacy Framework, outlined inthe "Banking Prudential Requirements" (BPRs) documents. 
These documentsare based onthe international framework developed bythe Bankfor International Settlements 
Committee on Banking Supervision, commonly known as Basel III. These requirements define what is acceptable as 
capital and provide methodsfor measuring risks incurred bythe banks in New Zealand. Basel III consists ofthree pillars:

• Pillar One covers the capital requirements for banks for credit, operational, and market risks;
• PillarTwocoversall other material risks notalready included in PillarOne; and
• Pillar Three relates to market disclosure.

RBNZ Capital AdequacyFramework

Heartland BankLimited must managethecapital requirements of the Banking Group andthe New Zealand Banking 
Group in linewiththeConditionsof Registration (CoR) issued bythe RBNZ. Referto New Zealand Banking Group 
disclosures - unaudited for further details.

The Banking Group has calculated its RiskWeighted Exposures (RWEs) and minimum regulatorycapital requirements in 
accordance with the CoR and the BPR documents, where relevant. In doing so, the Banking Group has applied the 
following methodology:

• Calculatedthetotal credit risk - RiskWeighted Assets (RWAs) forthe New Zealand operationsas per BPR 130: 
Credit RiskRWAs;

• Calculatedthetotal credit riskRWAsfor HBAand itssubsidiariesas perAustralian Prudential Standard (APS)112 
Capital Adequacy: StandardisedApproachtoCreditRisk (APS112) andAPS180 CapitalAdequacy: Counterparty 
Credit Risk(APS180);

• Calculatedthe Banking Group's capital requirementfor market risk exposure as per BPR140: Market Risk; and
• Calculatedthe Banking Group's capital requirementforoperational riskas per BPR150: Standardised Operational 

Risk.

Total regulatorycapital is divided intoTierl andTier2capital. Tierl capital comprises Common EquityTierl (CETI) 
capital and Additional Tier 1 (ATI) capital. Tier 1 capital primarily consists of shareholder's equity and other capital 
instrumentsacceptabletothe RBNZas per BPR110: Capital Definitions (BPR110), less intangible assets, cash flow 
hedge reserves, deferredtaxassets, and other prescribed deductions. Tier2as per BPR110compriseseligible 
subordinated debt securities and revaluation reserves.

Regulatory capital adequacy ratios are calculated by expressing capital as a percentage of RWEs. As a Condition of 
Registration, the Bankmust complywiththe following minimum requirements set bythe RBNZ:

• Total capital ofthe Banking Group and New Zealand Banking Group must not be less than 9.5% of RWE1
• Tierl capital ofthe Banking Group and NewZealand Banking Group must not be lessthan 7.5%of RWE1
• CET1 capital ofthe Banking Group and New Zealand Banking Group must not be less than 5.0% of RWE1
11ncludes the RBNZ’s 0.5% capital overlay attached to the Bank’s CoR.

In addition, ifthe Prudential Capital Buffer (PCB) ratioofthe BankingGroup is Iessthan3.5%, the Bank must limit 
aggregate distributions, otherthan discretionary payments payableto holders ofAT1 capital instruments, tothe limits 
set out within the Bank's CoR.

Including the PCB, the Banking Group's minimum total capital requirement is 13.0%. On 17 December 2025, the RBNZ 
released its decisions on the new capital settings applying to deposit takers. This requires Group 2 deposit takers in 
New Zealand to graduallytransition theirTotal Capital ratio to14.0% by December 2028. The Banking Group's Total 
Capital ratio is 16.68%as at30 June 2026, abovethis minimum requirement. As partofthe phasing increase in capital 
buffers, from 1 July 2026 the conservation buffer increases from 3.5% to 4.5%. The Banking Group's total PCB is 2.36% 
abovethis buffer.

P. 81 pwc



29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

Capital management

The Board has overall responsibility for ensuring the Banking Group has adequate capital in relation to its risk profile and 
establishes minimum internal capital levels and limits above the regulatory minimum.

The Banking Group's objectivesforthe management ofcapital areto:

• Maintainastrong capital basetocoverthe inherent risksofthe business in excessofthat required by credit ratings 
agencies to maintain a strong credit rating;

• Supportthe future developmentand growth ofthe business; and
• Comply at all times with the regulatory capital requirements set by the RBNZ, whereas the Australian Banking Group 

must comply at all times with the regulatory capital requirements set by APRA.

The Bank's Capital Management Framework includes its:

• Internal Capital AdequacyAssessment Process (ICAAP);
• CapitalStressTestingPolicy;and
• Capital Management Plan (CMP).

The Banking Group hasan ICAAPthatcomplieswiththe requirements setout in BPR100: Capital Adequacy (BPR100) 
and follows its CoR. The ICAAP identifies the capital required to be held against other material risks, such as strategic 
business risk, reputational risk, regulatory risk, and additional credit risk. Stress testing conducted following the Capital 
StressTesting Policy assists in this process.

The Banking Group actively monitorstheircapital adequacythrough GroupAssetand Liability committee (GALCO) and 
report this regularly to the Board. This includes forecasting capital requirements to ensure that future capital 
requirements can be executed on time. The Banking Group uses a mix of capital instruments to reduce single-source 
reliance and optimise its mixofcapital. The Board reviewsthe ICAAP, CMP, and Capital StressTesting Policyannually.

P. 82 pwc



29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

The capital adequacy tables set out on the following pages summarise the composition of regulatory capital and the 
capital adequacy ratios for the Banking Group as at30 June 2026.

(a) Capital

$000’s June2026
Tier 1 Capital
CETI capital

Paid-up ordinary shares issued bythe Banking Group plus relatedshare premium
Retained earnings (net of appropriations)
Accumulated othercomprehensive income and otherdisclosed reserves1

Less deductions from CET1 capital
Intangibleassets
Deferred tax assets
Fair value gains and losses2
Cash flow hedge reserve
Reverse Mortgage LVR greaterthan100%3
Adjustment underthecorrespondinq deductionsapproach - individual stakes exceedinq 10%

1,045,060 
290,779 
(84,365)

(263,233)
(15,138)
(8,005)
3,904
(2,579) 
(5,077)

TotalCETI capital 961,346

ATI capital -
TotalTierl capital 961,346

Tier2 Capital
NZDsubordinated notes4
Foreiqn currency translation reserve

100,000
55,443

TotalTier2capital 155,443

Totalcapital 1,116,789
’Excludes foreign currency translation reserve which is included within Tier 2 Capital.
2Related to fairvalue gainsand losseson reverse mortgages upfront commissions. Referto Note 19 - Fairvalue forfurther details.
3Australian reverse mortgage loan-to-value ratios (LVRs) for capital adequacy purposes are required to be calculated in accordance 
with APS112 Capital Adequacy: Standardised Approachto Credit Risk, which requiresthe property valuationto bethe valueat 
originationor, where relevant, onasubsequent formal revaluation.This hasthe effectof generally overstating LVRs in Australiaas 
propertyvaluesare not periodically updated (ascomparedto New Zealand) andtherefore, some reverse mortgages inAustraliaare 
calculated with a LVR greaterthan 100% underthis methodology. Had the Australian reverse mortgage property values been valued on 
the same basis as New Zealand reverse mortgage property values for LVR purposes, there would be no loans with LVR greater than 
100%.
4Classified as a liability under NZ GAAP and excludes capitalised transaction costs.

(b) Capital structure

The followingdetailssummarise each instrument included within Total Capital. None ofthese instruments aresubject 
to phase-out fromeligibility as capital underthe RBNZ's Basel llltransitional arrangements.

Ordinaryshares

In accordance with BPR110, ordinary share capital isclassified as CET1 capital. The ordinary shares have no par value. 
Eachordinaryshare ofthe Bankcarriesthe rightto vote on a poll at meetings ofshareholders, the right toan equal 
share in dividends authorised bythe Boardandthe righttoan equal share inthedistribution ofthesurplus assets ofthe 
Bank inthe event of liquidation.

Retained earnings

Retained earnings is the accumulated profit or loss that has been retained in the Banking Group. Retained earnings is 
classified as CET1 capital.

P. 83 pwc



29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

(b) Capital structure (continued)

Reserves classified as CETI capital

Tier2capital

Fairvalue reserve The fair value reserve comprises the changes in the fair value of investments and fair value 
hedoeadiustments, netoftax.

Cash flow hedge reserve The hedging reserve comprises the fair value gains and losses associated with the 
effective portion ofdesignated cash flow hedging instruments, netoftax. Wherethe 
hedge item relating to the reserve is held against items which are not recorded at fair value 
on the balance sheet, the reserve is a deduction from CET1 capital.

Common control reserve Common control reserve represents the difference between the consideration paid and 
theshare capital ofthetransferred entities based on carrying amounts atthedate of 
transfer.

Tier2capital comprises foreign exchange translation reserveandsubordinated debt securities as per BPR110.

Subordinated notes - Tier 2 capital

NZD Subordinated notes

Refer to Note 14 - Borrowings for further details.

Foreign currency translation reserve

The foreign currency translation reserve arises from the translation of financial statements of foreign operations into 
the presentationcurrency ofthe reporting entity. This reserve includesthe cumulative gainsand losses resulting from 
the translation of assets, liabilities, income, and expenses at different exchange rates.
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29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

(c) Credit riskforthe Banking Group

On balance sheet exposures

Total Exposure 
After Credit Risk

Mitigation
$000’s

RiskWeight
%

RiskWeighted 
Exposure 

$000’s
June2026

Sovereigns and central banks 471,456 0% -
Multilateral development banks and other international 
organisations 149,770 0% -

9,094 20% 1,819
Public sector entities 84,031 20% 16,806
Banks 14,696 10% 1,470

461,281 20% 92,256
27,517 50% 13,759

Corporate 8,918 20% 1,784
221,940 85% 188,649

1,814,337 100% 1,814,337
6,002 150% 9,003

Residential mortgages not past due
10,609 20% 2,122
3,506 25% 876
4,085 30% 1,226

42,329 35% 14,815
3,119 40% 1,248
280 45% 126

Reverse mortgages 710,333 40% 284,133
3,356,741 50% 1,678,371

67,635 80% 54,108
167,512 100% 167,512

Past due residential mortgages 1,099 100% 1,099
24,300 150% 36,450

Other past due assets 986 20% 197
12,447 30% 3,734

34,030 100% 34,030
34,848 150% 52,272

Equity holdings inthe Business Growth Fund that qualify for 
250% riskweiqht - 250% -

Equity holdings (not deducted from capital) included in the 
NZX50 or overseas equivalent index - 300% -

All other equity holdinqs (not deducted from capital) 115 400% 460
Otherassets 1,295,795 100% 1,295,795
Non riskweiqhted assets 294,032 0% -
Total on balance sheet exposures 9,332,843 5,768,457
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29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

(c) Credit riskforthe Banking Group (continued)

Off balance sheet exposures

June 2026

Total
Exposure

$000’s

Credit Credit Average Risk
Conversion Equivalent Risk Weighted

Factor Amount Weight Exposure
$000’s % $000’s % $000’s

’The credit equivalent amount for market related contracts was calculated using the current exposure method.

Direct credit substitute 4,808 100% 4,808 100% 4,808
Commitments with certain drawdown as per APS112 242,414 100% 242,414 50% 121,508
Performance-related contingency 2,145 50% 1,073 100% 1,073
Other commitments where original maturity is more 
than one year 359,736 50% 179,868 79% 141,619

Other commitments where original maturity is less 
than or equal to one year 1 20% - 100% -

Other commitments that cancel automatically when 
the creditworthiness ofthe counterparty 
deteriorates or that can be cancelled 35,536 0% - 0% -

unconditionally at anytime without prior notice 
Other commitments as per APS 112
Counterparty credit risk1

159,029 40% 63,612 50% 31,783

Foreign exchange contracts - N/A - 0% -
Interest rate contracts 1,029,562 N/A 1,734 39% 668
Credit valuation adjustment N/A N/A N/A N/A 538
Total off balance sheet exposures 1,833,231 493,509 301,997

Qualifying Central Counterparty (QCCP) exposures

Asat30 June 2026, the Banking Group does not have any exposures arising from trades settled on Qualifying Central 
Counterparties.
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29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

(d) Additional mortgage information - LVR range

’Total on balance sheet exposures exclude the fair value adjustment.
2Off balance sheet exposures means unutilised limits.

$000’s
On BalanceSheet

Exposures1
Off Balance Sheet

Exposures2 Total Exposures
June2026

Does not exceed 80% 4,332,632 533,407 4,866,039
Exceeds 80%and not 90% 28,004 118 28,122
Exceeds 90% 33,491 851 34,342
Total exposures forthe Banking Group 4,394,127 534,376 4,928,503

At30June 2026, there were no Welcome Home loanswhose credit riskis mitigated bytheCrown included in “Exceeds 
90% residential mortgages”. Forcapital adequacycalculationsonlythe value ofthefirst mortgages over residential 
property is included in the LVR calculation, in accordance with BPR131.

(e) Reconciliation of mortgage related amounts

’Excludes the fair value adjustment.

$000’s Note June2026
Finance receivables - reverse mortgages1 19 4,329,956
Loans and advances - loans with residential mortgages 22(d) 60,892
Loans and advances - corporate lending secured on residential mortgages 22(d) 3,333
On balance sheet residential mortgage exposures subject to the standardised approach
Less: collective provision for impairment 22(c)

4,394,181
(54)

On balance sheet residential mortgage exposures after collective provision 29(d) 4,394,127
Off balance sheet mortgage exposures subject to the standardised abproach 29(d) 534,376
Total residential exposures subject tothe standardised approach 4,928,503

(f) Credit riskmitigation

Asat30June 2026, the Banking Group had $0.6 million ofWelcome Home Loans (2025: $0.9 million), $4.7 million of BFGS 
loans (2025: $16.3 million) and NIWE loansof$19.8 million (2025: $25.4 million) whosecredit riskis mitigated bythe 
Crown.

The Banking Group also has eligible collateral paid from its correspondent banks in relation to derivatives it holds on its 
balance sheet, however no benefit has been attributed tothe riskweighted assets held againstthese exposures.

(g) Operational risk

The Banking Group's implied RWEs inthe belowtable are calculated in accordance with BPR150: Standardised 
Operational Risk.

$000’s
Implied RiskWeighted

Exposure
Total Operational Risk 

Capital Requirement
June2026
Operational risk 492,125 39,370
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29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

(h) Market risk

The Banking Group's aggregate market exposure isderived inaccordancewith BPR140 as presented inthe belowtable. 
Peakend-of-day capital charge disclosure isderived by taking the highestdaily marketexposure overthesix months 
ended 30 June 2026. Interest rate, foreign exchange, and equity risks are calculated using a combination of static 
monthly and daily data sets.

(i) Total capital requirement

$000’s
Implied Risk 

Weighted Exposure
Aggregate Capital

Charge
June2026

Market riskend-of-period capital charge
Equity risk 113 9
Interest rate risk 132,900 10,632
Foreign currency risk - -

Market risk peak end-of-day capital charge
Equity risk 113 9
Interest rate risk 145,913 11,673
Foreiqn currency risk - -

Total 10,872,042 6,695,592 636,081

$000’s

Total Exposure After 
Credit RiskMitigation

RiskWeighted Exposure 
or Implied RiskWeighted 

Exposure

TotalCapital
Requirement

June2026

Total credit risk + equity1 10,872,042 6,070,454 576,693
Operational risk N/A 492,125 46,752
Market risk N/A 133,013 12,636

’Excludes non risk weighted assets not subject to credit risk.

Total capital requirement intheabove table is basedon 9.0% RBNZ minimum andan additional 0.5% overlay in 
accordance with the Bank’s Conditions of Registration.
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29 Capital adequacy and regulatory liquidity ratios - unaudited (continued)

(j) Capital ratios

1 Effective 1 March 2026the minimumTotal, Tierl and Common EquityTier 1 Capital Ratios decreased from 11.0%to 9.5%, 9.0%to7.5% 
and 6.5%to 5.0% respectively. In addition, the minimum ratios above includean additional 0.5% overlay in accordance with the Bank’s 
Conditions of Registration.

% June2026 June2025
Capital ratios compared to minimum ratio requirements1
Common EquityTierl capital ratio
Minimumcommon EquityTierl capital ratio

14.36%
5.00%

14.99%
6.50%

Tier 1 capital ratio
Minimum Tier 1 capital ratio

14.36%
7.50%

14.99%
9.00%

Total capital ratio
Minimum Total capital ratio

16.68%
9.50%

16.46%
11.00%

Prudential capital buffer ratio2
Prudential capital buffer ratio
Buffertriqqerratio

6.86%
3.50%

5.46%
2.50%

2 Effective 1 July 2025, the prudential capital buffer ratio was increased from 2.5% to3.5%, in accordance with the Bank's Conditions of 
Registration.

(k) Solo capital adequacy

% June2026 June2025
Capital ratios
Common EquityTierl capital ratio 14.32% 13.69%
Tier 1 capital ratio 14.32% 13.69%
Total capital ratio 16.57% 15.88%

(l) Capital for other material risks

Asat30June 2026, the Banking Group has identified no material risks requiringadditional capital allocation (2025: nil).

(m) Regulatoryliquidity ratios

RBNZ requires banks to hold minimum amounts of liquid assets to help ensure they effectively manage their liquidity 
risks. The mismatch ratio is a measure of a bank’s liquid assets, adjusted for contractual cash inflows and outflows 
during a one-month or one-week period of stress. It is expressed as a ratio over the bank’s total funding. The Banking 
Group must maintain its one-month and one-week mismatch ratios above zero percent. The below one-month and one- 
week mismatch ratios are averaged overthe quarter.

RBNZ requires banks to hold a minimum amount of funding from stable sources called core funding. The minimum 
amountofcore funding is75%ofabank'stotal loans. The Banking Group must maintain its core funding ratioabovethe 
regulatory minimum. The below measure ofthe core funding ratio is averaged overthe quarter.

Average for the 3 Months Ended 
June2026 March2026

One-week mismatch ratio 
One-month mismatch ratio 
Core fundinq ratio

13.35% 12.97%
13.17% 12.50%

91.83% 92.44%
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30 Securitisation, funds management and otherfiduciary activities

Securitisation

The Banking Group securitises its motorvehicle loan receivablesand reverse mortgage loans asafundingand liquidity 
tool. Securitisationstructured entities, controlled bythe Banking Group are consolidated.

Asat30June 2026, the BankingGroup had $892.3 million securitised assets (2025: $727.6 million). Referto Note 27 - 
Structured entities for further details.

There have been no other material changes to the Banking Group's involvement in securitisation activities, not already 
disclosed within these financial statements.

Insurance business

The Banking Group no longer conducts any insurance business following the cancellation of MIL'S insurer license by 
RBNZ effective 27 June 2025.

Funds managementand otherfiduciaryactivities

The Banking Group, through Heartland PIE Fund Limited, controls, manages and administers the Heartland PIE Fund and 
its products (Heartland Call PIE and HeartlandTerm Deposit PIE). Note 27 - Structured entities has furtherdetails. The 
Heartland Cash and Term PIE Fund deals with the Bank inthe normal course of business, in the Bank's capacity as 
Registrarofthe Fund and also invests inthe Bank'sdeposits.The BankingGroup isconsidered tocontrolthe Heartland 
Cash and Term PIE Fund, and as such the Heartland Cash and Term PIE Fund is consolidated within the financial 
statements ofthe Banking Group.

Riskmanagement

The Banking Group has in place policies and procedures to ensure that the fiduciary activities identified above are 
conducted inan appropriate manner. It is consideredthatthese policies and procedureswill ensurethatanydifficulties 
arising from these activities will not impact adversely on the Banking Group. The policies and procedures include 
comprehensive and prominent disclosure of information regarding products, and formal and regular review of 
operations and policies by management and internal auditors. Further information on the Banking Group's risk 
management policies and practices is included in Note 20 Enterprise risk management program.

Provision of financial services and asset purchases

Overthe accounting period, financial services provided bythe Banking Group toentitieswhich were involved inthe 
activities above (including trust, custodial, funds management and other fiduciary activities) were provided inthe 
ordinary course of business and at fair value.

Any assets purchased from such entities have been purchased in the ordinary course of business on arm's length terms 
and conditions and at fair value.

Peakaggregate funding to entities

The Banking Group did not provide any funding to entities conducting funds management and other fiduciary activities, 
or insurance productor marketing and distribution activitiesdescribed inthis note, duringthe year (2025: nil).
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30 Securitisation, funds management and otherfiduciaryactivities (continued)

The Bank provided the following funding in relation to securitisation entities.

Peakend-of-day aggregate amount of funding 
provided ($000‘s)

Peak end-of-day aggregate amount of funding 
providedasapercentageofthe Banking 

Group’s Tier 1 Capital as atthe end of the year
June2026 June2025 June2026 June2025

TotalTrusts 555,270 1,248,334 57.8% 133.9%

Forthis purpose, peak ratio information was derived bydeterminingthe maximumend-of-dayaggregate amountof 
funding over the financial year and then dividing that amount by the amount of the Banking Group's Tier 1 Capital as at 
theend oftheyear.

’Total assets asat30 June 2026 were lower compared to the timing of the peak end-of-day aggregate amount of funding provided due 
to repurchase of securitised assets during the financial year ended 30 June 2026.

Peakend-of-day aggregate amount of funding 
provided ($000‘s)

Peak end-of-day aggregate amount of funding 
provided as a percentage ofthe total assets of 
the individual entity as atthe end ofthe year

June2026 June2025 June2026 June2025
HARWT1 149,924 373,185 86.4% 196.7%
SWT21 366,037 594,333 58.8% 132.0%
Atlas Trust 143,365 142,646 72.4% 84.6%
StockCo Trust2 - 140,940 N/A N/A

2StockCoTrust securitisation facility limitwas cancelled on 18 November2024, withsubsequent full repaymentof its securitised 
borrowings and repurchase of livestockfinance receivables by HBA during the year.

Forthis purpose, peakratio information was derived bydeterminingthe maximumend-of-dayaggregate amountof 
funding over the financial year and then dividing that amount by the amount of the entity's assets as at the end of the 
year.
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31 Offsetting financial instruments

The Banking Group offsets financial assets and financial liabilities and reports the net balance in the balance sheet 
wherethere is currentlyalegallyenforceable rightto set off andthere isan intentionto settleon a net basisorto realise 
the asset and settle the liability simultaneously.

The Banking Group enters into contractual arrangements with counterparties to manage the credit risks associated 
primarily with over-the-counter derivatives. The Banking Group has entered into credit support annexes (CSAs) which 
form a part of International Swaps and Derivatives Association (ISDA) Master Agreement, in respect of certain 
exposures relating to derivative transactions. As perthese CSAs, the Banking Grouporthe counterparty needsto 
collateralisethe market value of outstanding derivative transactions. As at30June 2026, the Banking Group has paid 
$5.13 millionofcash collateral (2025: paid$14.24 million) againstderivative liabilities. Cash collateral includesamounts 
ofcash obtained to coverthe net exposure betweenthecounterparty inthe event ofdefaultor insolvency. Thecash 
collateral paid is not netted offagainstthe balance ofderivative liabilitiesdisclosed inthestatementoffinancial 
position.

The followingtable sets outfinancial assetsand financial liabilitieswhich have not been offset butaresubjectto 
enforceable master netting agreements (or similar arrangements) and the related amounts not offset in the balance 
sheet. Financial instruments refertoamountsthataresubjectto relevant close out netting arrangements undera 
relevant ISDA agreement. ISDA and similar master netting arrangements do not meet the criteria for offsetting in the 
statement of financial position because under such agreements the counterparties typically have the right to offset 
only following an event of default, insolvency or bankruptcy or following other pre-determined events.

$000’s

Effects of offsetting on the balance sheet Related amounts not offset

Gross 
amount

Grossamounts 
setoffinthe 

balance sheet

Net amounts 
reported in 

the balance 
sheet

Financial
Instruments

Cash
collateral

Net 
amount

June2026
Derivative financial assets 5,034 5,034 (5,034) -
Total financial assets 5,034 - 5,034 (5,034) - -

Derivativefinancial liabilities 10,966 10,966 (5,034) (5,129) 803
Total financial liabilities 10,966 - 10,966 (5,034) (5,129) 803

June2025
Derivative financial assets 4,792 - 4,792 (4,792) - -
Total financial assets 4,792 - 4,792 (4,792) — -

Derivativefinancial liabilities 20,660 - 20,660 (4,792) (14,239) 1,629
Total financial liabilities 20,660 - 20,660 (4,792) (14,239) 1,629
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32 Contingent liabilities and commitments

In the ordinary course of its business, the Banking Group is subject to contingent risks and potential liabilities. The 
Banking Group periodically undertakes reviews of historic products, services, processes and operational practices and 
addresses any customer complaints as part of its ongoing operational, risk management, governance, and assurance 
activities.

A provision will be recognised where the Banking Group determines there is a probable likelihood of losses arising and 
where its potential loss can be reliablyestimated.

Credit related commitmentsarising in respectofthe Banking Group'soperationswere:

$000’s June2026 June2025
Letters of credit, quarantee commitments and performance bonds 6,953 5,507
Total 6,953 5,507

Undrawn facilities available to customers
Conditional commitments to fund at future dates

779,458
17,258

565,735
11,095

Total commitments 796,716 576,830

33 Events after reporting date

The Bank resolved to pay a cash dividend to its parent company HGH of $33 million on its ordinary shares on 19 August 
2026.

Therewere nootherevents subsequenttothe reporting period, notalreadydisclosed withinthese financial 
statements, that would materially affect the Banking Group's financial position, results of its operations or its state of 
affairs in subsequent periods.
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Independent auditor’s report 
To the shareholder of Heartland Bank Limited 

Our opinion 
In our opinion, the accompanying: 

 consolidated financial statements, excluding the information disclosed in accordance with Schedules 4, 7, 9, 13, 
14, 15 and 17 of the Registered Bank Disclosure Statements (New Zealand Incorporated Registered Banks) 
Order 2014 (as amended) (the Order), of Heartland Bank Limited (the Bank), including its subsidiaries (the 
Banking Group), present fairly, in all material respects, the financial position of the Banking Group as at 
30 June 2026, its financial performance, and its cash flows for the year then ended in accordance with New 
Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and International Financial 
Reporting Standards Accounting Standards (IFRS Accounting Standards); and 

 information disclosed in accordance with Schedules 4, 7, 13, 14, 15 and 17 of the Order (the Supplementary 
Information), in all material respects: 

- presents fairly the matters to which it relates; and 

- is disclosed in accordance with those schedules. 

What we have audited 

 The Banking Group’s consolidated financial statements (the Financial Statements) required by clause 24 of the 
Order, comprise: 

- the statement of financial position as at 30 June 2026; 

- the statement of comprehensive income for the year then ended; 

- the statement of changes in equity for the year then ended; 

- the statement of cash flows for the year then ended; and 

- the notes to the Financial Statements, excluding the information disclosed in accordance with 
Schedules 4, 7, 9, 13, 14, 15 and 17 of the Order within the statement of financial position and notes 
20, 21, 22, 23, 24, 29 and 30, comprising material accounting policy information and other 
explanatory information. 

 The Supplementary Information within the statement of financial position and notes 20, 21, 22, 23, 24, 29 and 
30 of the Financial Statements for the year ended 30 June 2026 of the Banking Group. 

We have not audited the information relating to capital adequacy and regulatory liquidity requirements disclosed in 
accordance with Schedule 9 of the Order within note 29 of the Financial Statements and our opinion does not 
extend to this information. 
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Basis for opinion 
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs (NZ)) and 
International Standards on Auditing (ISAs). Our responsibilities under those standards are further described in the 
Auditor’s responsibilities for the audit of the Financial Statements and the Supplementary Information section of 
our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Independence 

We are independent of the Banking Group in accordance with Professional and Ethical Standard 1 International 
Code of Ethics for Assurance Practitioners (including International Independence Standards) (New Zealand) 
issued by the New Zealand Auditing and Assurance Standards Board (PES 1) and the International Code of Ethics 
for Professional Accountants (including International Independence Standards) issued by the International Ethics 
Standards Board for Accountants (IESBA Code), as applicable to audits of financial statements of public interest 
entities. We have also fulfilled our other ethical responsibilities in accordance with PES 1 and the IESBA Code. 

In our capacity as auditor and assurance practitioner, our firm also provides review, other assurance and other 
services for the Banking Group. In addition, certain partners and employees of our firm may deal with the Banking 
Group on normal terms within the ordinary course of trading activities of the Banking Group. The firm has no other 
relationship with, or interests in, the Banking Group. 

Key audit matters 
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the Financial Statements and the Supplementary Information of the current year. These matters were addressed in 
the context of our audit of the Financial Statements and the Supplementary Information as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters. 

Description of the key audit matter How our audit addressed the key audit matter 
 

Provision for impairment of finance receivables 
The Banking Group’s provision for impairment of finance 
receivables totalled $54.0 million at 30 June 2026 as 
disclosed in note 22 of the Financial Statements.  
For the determination of the collectively assessed impairment 
allowance, this requires the use of credit risk methodologies 
that are applied in models using the Banking Group’s 
historical experience of the correlations between defaults and 
losses, borrower creditworthiness, segmentation of 
customers or portfolios and the application of forward looking 
multiple economic scenarios. 
For finance receivables that meet specific risk based criteria, 
the impairment allowance is individually assessed by the 
Banking Group.  
These impairment allowances are measured using 
probability weighted scenarios which are intended to reflect a 
range of reasonably possible outcomes, and incorporate 
assumptions such as estimated future cash proceeds 
expected to be recovered from the realisation of security held 
as collateral by the Banking Group.  

We considered this a key audit matter due to the significant 
inherent estimation uncertainty present in the determination 
of the impairment allowance. 

We obtained an understanding of control activities over the 
Banking Group’s impairment allowance, and for certain 
control activities assessed whether they were appropriately 
designed. For controls relevant to our planned audit 
approach we tested, on a sample basis, whether they 
operated effectively, throughout the financial year. 
In addition, we, along with our credit risk modelling expert, 
performed the following procedures, amongst others, on a 
targeted or sample basis, on the Banking Group’s 
collectively assessed impairment allowance: 

 Evaluated the methodology used in the models by 
comparing the model design and key requirements with 
the applicable requirements of NZ IFRS 9 Financial 
Instruments; 

 Evaluated the reasonableness of significant 
assumptions used in determining the collectively 
assessed impairment allowance inclusive of the impacts 
of any post model adjustments; 

 Tested the accuracy of the collectively assessed 
impairment allowance calculation; and 

 For selected critical data elements used in the 
calculations, agreed the inputs on a sample basis to the 
underlying supporting records. 

With respect to individually assessed impairment 
allowances we: 

 For a sample of business and rural loans not identified 
as impaired, considered the borrowers latest information 
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available to the Banking Group to assess the credit risk 
grade rating allocated to the borrower as to whether the 
borrower could be identified as impaired, a critical data 
element which involves significant management 
judgement; and 

 For loans where an impairment allowance was 
individually assessed, we considered the borrower's 
latest financial information, value of security held as 
collateral and probability weighted scenario outcomes 
(where applicable) to test the basis of measuring the 
impairment allowance. 

We considered the impacts of events occurring subsequent to 
balance date on the impairment allowances. 

We also assessed the reasonableness of the disclosures 
against the requirements of the accounting standards. 

 

Fair value of finance receivables - reverse mortgages 
The Banking Group’s fair value of finance receivables – 
reverse mortgages (“Reverse mortgages”) totalled $4.4 
billion at 30 June 2026 as disclosed in note 19 of the 
Financial Statements. Reverse mortgages are held at fair 
value through profit or loss.  
Previously, the Banking Group recorded the estimated fair 
value of Reverse mortgages at transaction price (cash 
advanced plus accrued capitalised interest), on the basis 
that no reliable fair value could be estimated as there was 
no relevant active market and the fair value could not be 
reliably estimated using other valuation techniques, as 
permitted under accounting standards. 
From 1 January 2026, the Banking Group changed its 
estimated fair value by further incorporating an origination 
premium (by reference to upfront and trail commissions 
payable to brokers), following recent observations of 
market participants views on how to price reverse 
mortgages.   
To assess whether the transaction price and origination 
premium remain an appropriate proxy for fair value, the 
Banking Group considers the impact on discounted future 
cash flows of changes in the risk profile and expectations of 
performance since origination, including possible outflows 
under the no negative equity guarantee provided by the 
Banking Group to the borrower. High interest rates and 
volatility in house prices, combined with the economic 
outlook, increases the possibility of outflows under the no 
negative equity guarantee. Accordingly, we consider this to 
be a key audit matter. 

Our audit procedures included assessing the design and 
implementation of controls relating to the Banking Group’s 
assessment of the fair value of Reverse mortgages.  
In addition, our audit procedures included: 

 Assessing the reasonableness of the Banking Group’s 
approach to estimating the fair value based on the 
transaction price and origination premium against the 
requirements of the accounting standards;  

 Assessing whether there was evidence of a relevant 
active market or observable inputs in which to establish 
fair value using a market approach; 

 Evaluated the appropriateness of the change to 
estimating the fair value of Reverse mortgages from 1 
January 2026 by incorporating an origination premium 
and assessed the accounting treatment of this as a 
change in accounting estimate; 

 Our internal actuarial expert assisted us in assessing 
the Banking Group’s estimate of discounted future cash 
flows from the Reverse mortgages, including any 
expected outflows under the no negative equity 
guarantee and comparing this to the transaction price 
and origination premium of Reverse mortgages 
(carrying value) to assess any potential shortfall (a 
shortfall would indicate the transaction price and 
origination premium was overstated); 

 For a sample of critical data elements used in the 
discounted future cash flow estimate, agreed the inputs 
to the underlying supporting records; 

 Assessing the reasonableness of key assumptions 
used in the value of discounted future cash flows and 
origination premium (such as future house price 
changes, voluntary exits, mortality and potential move 
into care rates, interest rate margins and discount rate); 
and 

 Considering the appropriateness of the disclosures 
against the requirements of the accounting standards. 

 

Heartland Bank Australia Limited goodwill impairment 
assessment 
The carrying amount of the Heartland Bank Australia Limited 
goodwill amounted to $197.6 million as at 30 June 2026, as 
disclosed in note 17 of the Financial Statements.  
The carrying value of goodwill is a key audit matter as it is a 
significant intangible asset in the Banking Group’s statement 
of financial position. At balance date an impairment 
assessment is required which uses an estimate of the 
recoverable amount that is dependent on forecasting future 
earnings and determining valuation assumptions.  
The Banking Group has allocated the goodwill to the 
Heartland Bank Australia Limited cash generating unit 

Our audit procedures included the following: 

 Assessing judgements made in respect of the 
determination of the CGU;  

 Obtaining an understanding of the business processes 
and controls applied by management in performing the 
impairment assessment; 

 Assessing the appropriateness of using a VIU approach 
against the requirements of the accounting standards; 

 Assessed management's methodology and key 
assumptions, including forecasts of future performance, 
discount rate and terminal growth rate; 

 Obtaining and evaluating management’s sensitivity 
analyses to ascertain the impact of reasonably possible 
changes in key assumptions on the recoverable amount; 
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(CGU), at which level impairment is assessed. 
The Banking Group used the Value in Use (VIU) approach to 
determine the recoverable amount of the CGU. The VIU uses
a five-year forecast based on the latest three year budget 
approved by the Board of Directors and extended out based 
on long-term growth rates. The recoverable amount was 
compared to the carrying amount of the net assets of the 
Heartland Bank Australia Limited CGU.

and
Considering the appropriateness of disclosures against 
the requirements of the accounting standards.

Operation of financial reporting information technology 
(IT) systems and controls

The risk that the Banking Group will fail to properly protect its 
systems and data from unauthorised access, use, disclosure, 
disruption, modification, or destruction is a key non-financial 
risk as disclosed in note 20 of the Financial Statements. The 
Banking Group’s financial reporting is highly dependent on IT 
systems that process significant volumes of transactions and 
support key financial reporting controls. Accordingly, the 
operation of IT systems and controls relevant to financial 
reporting require significant auditor attention.

For material financial statement transactions and balances, 
our procedures included obtaining an understanding of the 
business processes, IT systems used to generate and 
support those transactions and balances, associated IT 
application controls, and manual controls. Our procedures 
included evaluating and testing the design and operating 
effectiveness of certain controls over IT systems that are 
relevant to financial reporting.
This involved assessing, where relevant to the audit:

Change management: the processes and controls used 
to develop, test and authorise changes to the 
functionality and configurations within systems;
Security: the access controls designed to enforce 
segregation of duties, govern the use of generic and 
privileged accounts, or ensure that data is only changed 
through authorised means; and
IT operations: the controls over certain IT batch 
processes used to ensure that any issues that arise are 
managed appropriately. 

Where we identified design or operating effectiveness matters 
relating to IT systems and application controls relevant to our 
audit, we performed alternative or additional audit 
procedures.

Our audit approach

Overview

Overall group materiality: $6.1 million, determined with reference to approximately 5% of profit 
before tax.

We chose profit before tax as the benchmark because, in our view, it is the benchmark 
against which the performance of the Banking Group is most commonly measured by users, 
and is a generally accepted benchmark.

Following our assessment of the risk of material misstatement, full scope audits were 
performed for the two identified components of the Banking Group (New Zealand and 
Australia). 

As reported above, we have four key audit matters, being:

Provision for impairment of finance receivables

Fair value of finance receivables – reverse mortgages

Heartland Bank Australia Limited goodwill impairment assessment

Operation of financial reporting information technology (IT) systems and controls
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As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the 
Financial Statements and the Supplementary Information. In particular, we considered where management made 
subjective judgements; for example, in respect of significant accounting estimates that involved making 
assumptions and considering future events that are inherently uncertain. As in all of our audits, we also addressed 
the risk of management override of internal controls, including among other matters, consideration of whether 
there was evidence of bias that represented a risk of material misstatement due to fraud. 

Materiality 

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable 
assurance about whether the Financial Statements and the Supplementary Information are free from material 
misstatement. Misstatements may arise due to fraud or error. They are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the 
Financial Statements and the Supplementary Information. 

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the 
overall Banking Group materiality for the Financial Statements and the Supplementary Information as a whole as 
set out above. These, together with qualitative considerations, helped us to determine the scope of our audit, the 
nature, timing and extent of our audit procedures, and to evaluate the effect of misstatements, both individually and 
in the aggregate, on the Financial Statements and the Supplementary Information as a whole. 

How we tailored our group audit scope 

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the 
Financial Statements and the Supplementary Information as a whole, taking into account the structure of the 
Banking Group, the accounting processes and controls, and the industry in which the Banking Group operates. 

We performed a full scope audit of the Banking Group’s two components (New Zealand and Australia), which we 
considered are both financially significant in the context of the Banking Group. The full scope audit of the Australia 
component was performed by a PwC network firm operating under our instructions. 

Our involvement with the PwC network firm auditing the Australia component included the following: 

 issuing Group audit instructions; 

 meeting with the component audit team and reviewing their audit findings; 

 inspecting audit working papers; 

 attending key management and audit committee meetings; and 

 maintaining regular communication throughout the audit and appropriately directing their audit. 

By performing these procedures, together with the procedures performed on the consolidation and intercompany 
eliminations, we have obtained sufficient and appropriate audit evidence regarding the financial information of the 
Banking Group to provide a basis for our opinion on the Banking Group’s Financial Statements and the 
Supplementary Information. 

Other information 
The Directors are responsible for the other information. The other information comprises the information included 
in the Disclosure Statement presented in accordance with Schedule 2 of the Order on pages 3 to 6, 104, 115 to 128, 
the information relating to capital adequacy and regulatory liquidity requirements disclosed in accordance with 
Schedule 9 of the Order within note 29, the information relating to the New Zealand Banking Group disclosures, 
and the Climate Statement, but does not include the Financial Statements, the Supplementary Information and our 
auditor’s report thereon. Other than the Climate Statement which we will receive at a later date, we have received all 
the other information expected to be included in the Disclosure Statement. 
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Our opinion on the Financial Statements and the Supplementary Information does not cover the other information 
and we do not and will not express any form of audit opinion or assurance conclusion thereon. We issue a separate 
limited assurance report on the information relating to capital adequacy and regulatory liquidity requirements 
disclosed in accordance with Schedule 9 of the Order. We also issue a separate limited assurance report on the 
Scope 1 and Scope 2 greenhouse gas emissions disclosures included in the Climate Statement. 

In connection with our audit of the Financial Statements and the Supplementary Information, our responsibility is 
to read the other information and, in doing so, consider whether the other information is materially inconsistent 
with the Financial Statements and the Supplementary Information or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. 

If, based on the work we have performed on the other information that we obtained prior to the date of this 
auditor’s report, we conclude that there is a material misstatement of this other information, we are required to 
report that fact. We have nothing to report in this regard. 

When we read the other information not yet received, if we conclude that there is a material misstatement therein, 
we are required to communicate the matter to the Directors and use our professional judgement to determine the 
appropriate action to take. 

Responsibilities of the Directors for the Disclosure Statement 
The Directors are responsible, on behalf of the Bank, for the preparation and fair presentation of the Financial 
Statements in accordance with NZ IFRS, IFRS Accounting Standards and clause 24 of the Order, and for such 
internal control as the Directors determine is necessary to enable the preparation of Financial Statements and the 
Supplementary Information that are free from material misstatement, whether due to fraud or error. 

In addition, the Directors are responsible, on behalf of the Bank, for the preparation and fair presentation of the 
Disclosure Statement, which includes:  

 all of the information prescribed in Schedule 2 of the Order; and   

 the information prescribed in Schedules 4, 7, 9, 13, 14, 15 and 17 of the Order. 

In preparing the Financial Statements, the Directors are responsible for assessing the Banking Group’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern, and using the going concern 
basis of accounting unless the Directors either intend to liquidate the Banking Group or to cease operations, or have 
no realistic alternative but to do so. 

Auditor’s responsibilities for the audit of the Financial Statements and the 
Supplementary Information 
Our objectives are to obtain reasonable assurance about whether the Financial Statements and the Supplementary 
Information, as a whole, are free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee 
that an audit conducted in accordance with ISAs (NZ) and ISAs will always detect a material misstatement when it 
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken on the basis of these Financial 
Statements and the Supplementary Information. 

A further description of our responsibilities for the audit of the Financial Statements and the Supplementary 
Information is located at the External Reporting Board’s website at: 

https://www.xrb.govt.nz/standards/assurance-standards/auditors-responsibilities/audit-report-1-1/ 

This description forms part of our auditor’s report. 
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Who we report to
This report is made solely to the Bank’s shareholder. Our audit work has been undertaken so that we might state 
those matters which we are required to state to them in an auditor’s report and for no other purpose. To the fullest 
extent permitted by law, we do not accept or assume responsibility to anyone other than the Bank and the Bank’s 
shareholder, for our audit work, for this report, or for the opinions we have formed. 

The engagement partner on the audit resulting in this independent auditor’s report is Karen Shires. 

For and on behalf of:   

PricewaterhouseCoopers Auckland
19 August 2026



 

PricewaterhouseCoopers, PwC Tower, 15 Customs Street West, 
Private Bag 92162, Auckland 1142, New Zealand 
T: +64 9 355 8000 

pwc.co.nz 

Independent assurance report 
To the shareholder of Heartland Bank Limited 

Limited assurance report on compliance with the information 
required on capital adequacy and regulatory liquidity requirements 

Our conclusion 

We have undertaken a limited assurance engagement on Heartland Bank Limited (the Bank)'s compliance, in all 
material respects, with clause 21 of the Registered Bank Disclosure Statements (New Zealand Incorporated 
Registered Banks) Order 2014 (as amended) (the Order) which requires information prescribed in Schedule 9 of the 
Order relating to capital adequacy and regulatory liquidity requirements to be disclosed in its full year Disclosure 
Statement for the year ended 30 June 2026 (the Disclosure Statement). The Disclosure Statement containing the 
information prescribed in Schedule 9 of the Order relating to capital adequacy and regulatory liquidity 
requirements will accompany our report, for the purpose of reporting to the shareholder of the Bank. 

Based on the procedures we have performed and the evidence we have obtained, nothing has come to our attention 
that causes us to believe that the Bank’s information relating to capital adequacy and regulatory liquidity 
requirements, included in the Disclosure Statement in compliance with clause 21 of the Order and disclosed in note 
29 of the financial statements, is not, in all material respects, disclosed in accordance with Schedule 9 of the Order. 

Basis for conclusion 
We conducted our engagement in accordance with Standard on Assurance Engagements 3100 (Revised) 
Compliance Engagements (SAE 3100 (Revised)) issued by the New Zealand Auditing and Assurance Standards 
Board. 

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our conclusion. 

Directors’ responsibilities 

The Directors are responsible on behalf of the Bank for: 

 compliance with the Order, including clause 21 of the Order which requires information prescribed in Schedule 
9 of the Order relating to capital adequacy and regulatory liquidity requirements to be included in the 
Disclosure Statement; 

 the identification of risks that may threaten compliance with that clause; 

 implementing and operating controls which would mitigate those risks; and 

 monitoring ongoing compliance. 



102 PwC - Independent assurance report 

  

Our independence and quality management 

We have complied with the independence and other ethical requirements of Professional and Ethical Standard 1 
International Code of Ethics for Assurance Practitioners (including International Independence Standards) (New 
Zealand) issued by the New Zealand Auditing and Assurance Standards Board, which is founded on the 
fundamental principles of integrity, objectivity, professional competence and due care, confidentiality and 
professional behaviour. 

We apply Professional and Ethical Standard 3 Quality Management for Firms that Perform Audits or Reviews of 
Financial Statements, or Other Assurance or Related Services Engagements, which requires our firm to design, 
implement and operate a system of quality management including policies or procedures regarding compliance 
with ethical requirements, professional standards and applicable legal and regulatory requirements. 

In our capacity as auditor and assurance practitioner, our firm also provides audit, review, other assurance and 
other services for the Bank and its subsidiaries (the Banking Group). In addition, certain partners and employees of 
our firm may deal with the Banking Group on normal terms within the ordinary course of trading activities of the 
Banking Group. The firm has no other relationship with, or interests in, the Banking Group. 

Assurance practitioner’s responsibilities  

Our responsibility is to express a limited assurance conclusion on whether the Bank’s information relating to capital 
adequacy and regulatory liquidity requirements, included in the Disclosure Statement in compliance with clause 21 
of the Order is not, in all material respects, disclosed in accordance with Schedule 9 of the Order. SAE 3100 
(Revised) requires that we plan and perform our procedures to obtain limited assurance about whether anything 
has come to our attention that causes us to believe that the Bank’s information relating to capital adequacy and 
regulatory liquidity requirements, included in the Disclosure Statement in compliance with clause 21 of the Order, 
is not, in all material respects, disclosed in accordance with Schedule 9 of the Order. 

In a limited assurance engagement, the assurance practitioner performs procedures, primarily consisting of 
discussion and enquiries of management and others within the Bank, as appropriate, and observation and walk-
throughs, and evaluates the evidence obtained. The procedures selected depend on our judgement, including 
identifying areas where the risk of material non-compliance with clause 21 of the Order in respect of the 
information relating to capital adequacy and regulatory liquidity requirements is likely to arise. 

Given the circumstances of the engagement, we: 

 obtained an understanding of the process, models, data and internal controls implemented over the 
preparation of the information relating to capital adequacy and regulatory liquidity requirements; 

 obtained an understanding of the Bank’s compliance framework and internal control environment to ensure 
the information relating to capital adequacy and regulatory liquidity requirements is in compliance with the 
Reserve Bank of New Zealand’s (the RBNZ) prudential requirements for banks; 

 obtained an understanding and assessed the impact of any matters of non-compliance with the RBNZ’s 
prudential requirements for banks that relate to capital adequacy and regulatory liquidity requirements and 
inspected relevant correspondence with the RBNZ; 

 performed analytical and other procedures on the information relating to capital adequacy and regulatory 
liquidity requirements disclosed in accordance with Schedule 9 of the Order, and considered its consistency 
with the annual financial statements; and 

 agreed the information relating to capital adequacy and regulatory liquidity requirements disclosed in 
accordance with Schedule 9 of the Order to information extracted from the Bank’s models, accounting records 
or other supporting documentation. 
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The procedures performed in a limited assurance engagement vary in nature and timing from, and are less in extent 
than for, a reasonable assurance engagement and consequently the level of assurance obtained in a limited 
assurance engagement is substantially lower than the assurance that would have been obtained had a reasonable 
assurance engagement been performed. Accordingly, we do not express a reasonable assurance opinion on the 
Bank’s compliance with the compliance requirements. 

Inherent limitations

Because of the inherent limitations of an assurance engagement, together with the internal control structure, it is 
possible that fraud, error or non-compliance with the compliance requirements may occur and not be detected. 

A limited assurance engagement on the Bank's information relating to capital adequacy and regulatory liquidity 
requirements prescribed in Schedule 9 of the Order to be included in the Disclosure Statement in compliance with 
clause 21 of the Order does not provide assurance on whether compliance will continue in the future.

Use of report

This report has been prepared for use by the Bank’s shareholder for the purpose of establishing that these 
compliance requirements have been met.

Our report should not be used for any other purpose. To the fullest extent permitted by law, we do not accept or 
assume responsibility for any reliance on this report to anyone other than the Bank and the Bank’s shareholder, or 
for any purpose other than that for which it was prepared.  

The engagement partner on the engagement resulting in this independent assurance report is Karen Shires. 

For and on behalf of:   

PricewaterhouseCoopers Auckland
19 August 2026
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Statement of Comprehensive Income
For the yearended 30 June 2026

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

$000’s Note June2026 June2025

Interest income:
Effective interest method 3 334,717 400,416
Fair value through profit or loss 3 329,926 305,449

Total interest income 664,643 705,865
Interest expense 3 326,734 398,558
Net interest income 337,909 307,307

Operating lease income 4 4,777 6,054
Operating lease expense 4 3,398 4,299
Net operating lease income 1,379 1,755

Lending and credit fee income 12,507 13,981
Other income/(expense) 5 7,074 (1,776)
Net operating income 358,869 321,267

Operating expenses 6 195,977 192,543
Profit before net fair value gain on equity investments, investment property, 
losses on guaranteed future value products, impaired asset expense and 
incometax

162,892 128,724

Net fair value gain on equity investments and investment property 3,055 1,623
Losses on guaranteed future value products - 1,504
Impaired asset expense 8 33,534 71,638
Profit before income tax 132,413 57,205

Income tax expense 9 39,186 18,392
Profit fortheyear 93,227 38,813

Other comprehensive income/(loss)
Items that are or may be reclassified subsequentlyto profit or loss, net of 
incometax:
Effective portion of change in fair value of derivative financial instruments in a cash 
flow hedge relationship 17 5,570 (13,848)

Movement in fair value of debt investments at fair value through other 
comprehensive income (FVOCI) 17 313 1,551

Movement in foreign currency translation reserve
Items that will not be reclassified to profit or loss, net of income tax:

17 64,021 (6,905)

Movement in fair value of equity investments at FVOCI 17 (1) (1,805)
Othercomprehensiveincome/(loss) fortheyear, net ofincometax 69,903 (21,007)

Total comprehensive income for the year 163,130 17,806

Earnings per share
Basic earnings per share 10 9.89 4.14
Diluted earninqs per share 10 9.89 4.14

The accompanying notes form an integral partofthe financial statements.
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Statement of Changes in Equity
Forthe year ended 30 June 2026

$000’s Note
Share

Capital

June2026
Retained

Reserves Earnings
Total

Equity
Share

Capital

June2025
Retained

Reserves Earnings
Total

Equity

Balance at beginning of 
year 1,028,275 (28,782) 219,559 1,219,052 1,018,954 (8,496) 227,411 1,237,869

Total Comprehensive 
income/(loss) forthe 
year
Profitfortheyear
Other comprehensive 
income/(loss), netof 
income tax

17

- 

-

-

69,903

93,227

-

93,227

69,903

- 

-

-

(21,007)

38,813

-

38,813

(21,007)

Total comprehensive 
income for the year

- 69,903 93,227 163,130 - (21,007) 38,813 17,806

Transactionswith 
owners
Dividends paid
Dividend reinvestment 
plan

16

16

-

5,603

- 

-

(51,789)

-

(51,789)

5,603

-

9,321

- 

-

(46,665)

-

(46,665)

9,321

Share based payments 27 - 787 - 787 - 721 - 721
Total transactions with 
owners 5,603 787 (51,789) (45,399) 9,321 721 (46,665) (36,623)

Transfer on disposal of 
equity investments at 
FVOCI

17 - 6,052 (6,052) - - - - -

Balance at end ofthe 
year 1,033,878 47,960 254,945 1,336,783 1,028,275 (28,782) 219,559 1,219,052

The accompanying notesforman integral partofthe financial statements.
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Statement of Financial Position
As at30June2026

$000’s Note June2026 June2025
Assets
Cash and cash eguivalents 385,268 356,229
Collateral paid 5,129 14,239
Investments 11 820,300 790,044
Derivativefinancial instruments 12 5,034 4,792
Finance receivables measured at amortised cost 13 3,418,184 3,711,450
Finance receivables - reverse mortgages 20 4,358,190 3,370,949
Investment properties 3,890 4,390
Operating lease vehicles 14 16,280 15,561
Right-of-use assets 18 12,070 12,223
Otherassets 18 49,026 44,949
Current tax asset 8,496 35,449
Intangibleassets 18 277,634 265,222
Deferred tax asset 9 15,618 21,953
Totalassets 9,375,119 8,647,450

Liabilities
Deposits 15 7,156,768 6,529,953
Other borrowings 15 790,541 825,454
Derivative financial instruments 12 10,966 20,660
Lease liabilities 18 14,253 14,390
Trade and other payables 18 65,439 36,620
Deferred tax liability 9 369 1,321
Total liabilities 8,038,336 7,428,398
Net assets 1,336,783 1,219,052

Equity
Share capital 16 1,033,878 1,028,275
Retained earnings and other reserves 17 302,905 190,777
Totalequity 1,336,783 1,219,052

The accompanying notes form an integral partofthe financial statements.
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Statement of Cash Flows
For the yearended 30 June 2026

’At30June 2026, theGroup has $75.6 million (2025: $66.3 million) ofcash held bystructured asset holding entities (Trusts) which may 
onlybe used forthe purposes defined inthe underlyingTrustdocuments. Referto Note 26 - Structured entities fordefinitionoftrusts 
and furtherdetails.

$000’s Note June2026 June2025
Cash flows from operating activities
Interest received
Operating lease income received
Lending, credit fees and other income received

359,088
4,196

10,204

449,348
5,417

11,337
Operating inflows 373,488 466,102

Interest paid
Payment for early extinguishment of borrowings
Payments to suppliers and employees
Taxation paid

(318,589)
(2,271)

(191,231)
(2,428)

(410,617)
-

(179,419)
(31,420)

Operating outflows (514,519) (621,456)
Net cash flows applied to operating activities before changes in operating 
assets and liabilities (141,031) (155,354)

Collateral paid
Collateral received
Proceeds from sale of operating lease vehicles
Purchase of operating lease vehicles
Net decrease in finance receivables measured at amortised cost
Net (increase) in finance receivables - reverse mortgages
Net movement in deqosits

14
14

(27,300)
36,380

5,772
(8,972)

265,535
(326,305)

316,715

(42,680)
26,110
2,561

(3,249) 
464,299 
(220,324)
601,836

Net cash flows from operating activities 120,794 673,199

Cash flows from investing activities
Purchase of property, plant and equipment and intangible assets
Proceeds from investment securities
Purchase of investment securities
Proceeds from sale of rural property assets and investment property
Proceeds from sale ofequity investments
Purchase of equity investment
Consideration adjustment related to acquisition of subsidiary

(3,504)
812,386

(788,205)
10,099
10,189

(4,410) 
2,032,633 
(1,725,205)

68
(252)

1,404
Net cash flows from investing activities 40,965 304,238
Cash flows from financing activities 
Proceeds from wholesale borrowings 
Repayment of wholesale borrowings 
Repayment of unsubordinated notes 
Dividends paid
Payment of lease liabilities

15
15
15
16

258,364
(239,968)
(113,559)
(44,357)
(3,674)

424,614
(1,311,047)

(321,347)
(37,344)

(3,723)
Net cash flowsapplied to financing activities (143,194) (1,248,847)

Net increase/(decrease) in cash and cash equivalents
Effect of exchange rates on cash and cash equivalents 
Oqeninq cash and cash equivalents

18,565
10,474

356,229

(271,410)
(1,980)

629,619
Closing cash and cash eguivalents1 385,268 356,229

The accompanying notes form an integral partofthe financial statements.
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Statement of Cash Flows(continued)
For the yearended 30 June 2026

Reconciliation of profit aftertaxto net cash flows from operating activities

$000’s Note June2026 June2025
Profit fortheyear 93,227 38,813

Add/(less) non-cash items:
Depreciation and amortisation expense 16,546 17,145
Depreciation on lease vehicles 14 3,106 3,923
Capitalised net interest income and fee income (297,256) (278,849)
Impaired asset expense excluding bad debt recoveries 8 37,604 73,393
Losses on guaranteed future value products - 1,504
Fair value movements (3,055) (10,420)
Deferred tax 5,552 3,095
Other non-cash items (7,932) 2,821
Total non-cash items (245,435) (187,388)

Add/(less) movements in operating assetsand liabilities:
Finance receivables measured at amortised cost 265,535 464,299
Finance receivables - reverse mortgages (326,305) (220,324)
Operating lease vehicles (3,825) (1,223)
Otherassets (10,987) (22,605)
Current tax 34,636 (18,682)
Derivativefinancial instruments (9,936) 19,167
Deposits 316,715 601,836
Other liabilities 7,169 (694)
Total movements in operating assets and liabilities 273,002 821,774

Net cash flows from operating activities 120,794 673,199

The accompanying notes form an integral partofthe financial statements.
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Notes to the Financial Statements
For the yearended 30 June 2026

1 Financial statements preparation

Reporting entity

The financial statements presented are the consolidated financial statements comprising Heartland Group Holdings 
Limited (HGH) and itscontrolledentities (theGroup). Referto Note 25 - Significantsubsidiariesforfurtherdetails.

HGH isacompany incorporated in New Zealand underthe Companies Act 1993 anda Financial Market Conduct (FMC) 
reporting entityforthe purposes ofthe Financial Markets ConductAct2013 (FMCA).

HGH is a designated climate reporting entity (CRE) and is required to produce annual mandatory group climate 
statements underthe FMCAand Aotearoa New Zealand Climate Standards (NZ CS).Acopy oftheClimate Statement 
will be available on HGH’s website at https://www.heartlandqroup.info/sustainability , once issued. Referto Note 21 - 
Enterprise risk management program for further details.

Basis of preparation

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in New 
Zealand (NZ GAAP), the New Zealand Exchange (NZX) Main Board Listing Rules and the Australian Securities Exchange 
(ASX) Listing Rules. The financial statements 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 Accounting Standards (IFRS 
Accounting Standards) as issued bythe International Accounting Standards Board.

The financial statements are presented in New Zealand dollars which is HGH's functional and presentation currency. 
Unlessotherwise indicated, amountsare rounded tothe nearest thousand dollars.

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

The accounting policies adopted have been applied consistently throughoutthe periods presented inthese financial 
statements.

The Group has revised the presentation and disclosure of certain line items within the financial statements to ensure 
consistencyacrossfinancial periods presented. Refertothe relevant notes forfurtherdetails. These revised 
presentations have no impactonthe overall financial performance, financial position orcashflows forthe comparative 
year.

Basis of measurement

The financial statements have been prepared on the basis of historical cost, except for certain financial instruments 
and investment properties, whichare measured attheirfairvalues as identified inthe accounting policies setout inthe 
accompanying notes to the financial statements.

Principles ofconsolidation

The financial statementsoftheGroup incorporatethe assets, liabilitiesand results ofall controlled entities. Controlled 
entities are all entities in which the Group is exposed to, or has rights to, variable returns from its involvement with the 
entitiesand hastheabilityto affectthose returnsthrough its powerovertheentities. Intercompany transactions, 
balances and any unrealised gains or losses except for foreign currency transaction gains or losses between controlled 
entities are eliminated.

Assetsand liabilities inatransactional currencythat is not the New Zealand dollar (NZD) aretranslated atthe exchange 
rates rulingat balance date. Revenueandexpense itemsaretranslated attheaverage rate fortheyear. Exchange 
differences are taken to other comprehensive income within the statement of comprehensive income.
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1 Financial statements preparation (continued)

Changes in accounting standards

Accounting standards issued and effective

Changes in accounting policy

There have been no changes to accounting policies or new or amended standards that are issued and newly effective 
that had a material impact on the Group.

Accounting standards issued not yet effective

The impact assessment below isyetto considerthe potential implicationsasaresult ofthe proposed mergerwithTSB 
BankLimited (seeSignificantevents below).

Exceptforthedisclosure below, otheramendments toexisting NZ IFRSs and IFRS Accounting standards areeither 
irrelevant or not material to the financial statements ofthe Group.

Presentation and Disclosure in Financial Statements (NZ IFRS 18)

NZ IFRS 18 was issued in May 2024 to replace NZ IAS 1 Presentation of Financial Statements (NZ IAS 1) when applied.

NZ IFRS 18will not have an impact on the recognition and measurement of items inthe financial statements. However, it 
is expected to have a significant effect on their presentation and disclosure. These changes include categorisation and 
sub-totals in the statement of comprehensive income, aggregation/disaggregation and labelling of information, and 
disclosure of managementdefined performance measures.

NZ IFRS 18 also results in consequential amendments to other various NZ IFRS Accounting Standards.

NZ IFRS 18 will be effective forthe Group's reporting period beginning on 1 July 2027. TheGroup iscurrentlyassessing 
the impact and will disclose more detailed assessments in the future.

The Group will also consider relevant agenda decisions issued, updated and withdrawn by the IFRS Interpretations 
Committee and the International Accounting Standards Board as part ofthe assessment.

Amendments to the Classification andMeasurement ofFinancial Instruments (theAmendments)

The Amendments to NZ IFRS 9 : Financial Instruments (NZ IFRS 9) and NZ IFRS 7 Financial Instruments: Disclosures (NZ 
IFRS 7) were issued in June 2024, in responseto matters identified duringthe post-implementation reviewofthe 
classification and measurement requirements of NZ IFRS 9.

The Amendments provide additional guidance on various areas in NZ IFRS 9 and introduce additional disclosure 
requirements in NZ IFRS7. The areasthatare relevanttotheGroupare:

• NZ IFRS 9: derecognition timing of financial liabilities settling through electronic payment systems. The Group plans 
toapplythe exception introduced bytheAmendmentsand derecognisefinancial liabilitiesupon initiating related 
payment instructions instead ofon the dates when the funds are withdrawn from the Group's bank accounts.

• NZ IFRS7: certain additional disclosureson disposal ofequity investmentsatfairvaluethroughother 
comprehensive income.

The Amendmentswill be effective fortheGroup’s reporting period beginningon 1 July2026. TheGroup planstoapply 
the transition provision of the Amendments and apply any change prospectively.

IFRS 20 RegulatoryAssets and RegulatoryLiabilities (IFRS 20)

The IASB issued IFRS 20 in May 2026. The standard sets outthe accounting requirementsforentities subjecttoa 
specific type of rate regulations. Thisstandard will become effective, if relevanttothe Group, from its reporting period 
beginning on 1 July 2029. Managementwill considerthe implicationsofthis newstandard inthe future.
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1 Financial statements preparation (continued)

Critical accounting estimates and judgements

The Group’s financial statements requires the use of estimates and judgements, including the changes in accounting 
estimatesduringthe year. This note providesan overview oftheareasthat involveahigherdegree ofjudgementor 
complexity. Detailed informationabouteach ofthese estimates andjudgements is included inthe relevant notes 
together with the basis of calculation for each affected item in the financial statements.

• Provisions for impairment on finance receivables at amortised cost - The effect of credit risk is quantified based on 
the Group's bestestimate offuture cash repaymentsand proceeds fromany security held or by reference to risk 
profile groupings, historical lossdataand forward-looking information. Referto Note 13 - Finance receivables 
measured at amortised cost for further details.

• Recognition of Banking Licence intangible asset - The recognition of Banking Licence intangible asset required 
judgement in determining external and internal costs directly attributable to the Group’s joint application for an 
Australian Authorised Deposit-Taking Institution Licencewith Heartland BankAustralia Limited (HBA).Judgement is 
also required to determine whether such costs fulfil the definition and recognition criteria of an intangible asset. 
Such costs include professional fees and costs of employee benefits arising directly from the licence application. 
Refer to Note 18 - Other balance sheet items for further details.

• Fair value of reverse mortgages-Judgement is applied in determiningthe appropriatenessofthefairvalue. Referto 
Note 20- Fair value for further details, including the changes in accounting estimates during the year.

• Goodwill - The Groupcarries out impairmenttestingannuallyoverthecarrying value ofgoodwill of itscash 
generating units (CGU). Uncertainty is involved in estimating value in use andjudgement isapplied in assumptions 
used todeterminethe recoverableamount ofaCGUfor impairment testing. Referto Note 18 - Other balance sheet 
items for further details.

Assumptions made ateach reporting date (e.g., the calculation ofthe provisionfor impairmentand fair value 
adjustments) are basedon best estimates as atthatdate. AlthoughtheGroup has internal controls in place toensure 
that estimates can be reliably measured, actual amounts may differ from these estimates. The estimates and 
judgements used inthe preparation oftheGroup’sfinancial statements are continually evaluated. Theyare basedon 
historical experienceand otherfactors, includingexpectationsoffutureeventsthat may haveafinancial impactonthe 
entity. Revisions to accounting estimates are recognised in the reporting period in which the estimates are revised and 
in any future periods affected.

Significant events and transactions

Realisation ofNon-StrategicAssets (NSAs)

NSAs represent assets accumulated over time that are no longer aligned with the Group’s current strategic focus or 
threshold return on equity objectives and do not contribute positivelyto performance. These assets are subjectto 
active realisation strategies, with proceeds intended to be redeployed into higher-return core lending portfolios to 
optimise capital efficiency.

During the year ended 30 June 2026, the Group made significant progress in reducing its exposure to NSAs.

Key transactions completed during the year included:

• Accelerated exits from Rural, Business Relationships and Home loan borrowers through the settlements, sale of 
security and refinancing, included within finance receivables at amortised cost in the statement of financial 
position.

• Saleofoneoftwodairyfarms, both previously includedas property, plantandequipment underotherassets inthe 
statement of financial position, with the remaining farm now classified as an asset held for sale following a 
conditional offer at balance date.

• Continuous divestments ofthe Group's equity investments.

These realisations align with the Group's strategyto simplify its portfolio and focus on core operations. The financial 
impactsofthesetransactions, including anygainsor losseson disposal, are reflected intheconsolidated profitor loss 
forthe year.

Reduction ofregulatorycapital overlay

The Reserve Bankof New Zealand has issued revised Conditions of Registration (CoR) to Heartland Bank Limited, 
effective from 1 March 2026. These revisions reduced the regulatory capital overlay applicable to the Banking Group and 
the New Zealand Banking Group from 2.00%to 0.50%.
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1 Financial statements preparation (continued)

Significant events and transactions (continued)

Reduction ofregulatorycapital overlay (continued)

As a result, the minimum regulatorycapital ratiosforthe Banking Groupandthe New Zealand BankingGroupwere 
reduced asfollows:

• Total capital ratio: from 11.0%to 9.5%
• Tierl capital ratio: from9.0%to7.5%
• Common EquityTierl capital ratio: from 6.5%to5.0%

Proposedtransaction with TSBBankLimited

On 2 June 2026, the Group announced a conditional agreementto acquire all shares ofTSB Bank Limited fromToi 
Foundation for $620 million and subsequently merged Heartland Bank Limited with TSB Bank Limited to form TSB 
Heartland Bank Limited. The proposed transaction remains subject toToi Foundation and Heartland shareholder 
approvals and the necessary regulatory approvals. The Group will account for this proposed transaction upon 
completion.

All other significant events and transactions are disclosed in the notes to the financial statements.

Financial assets and liabilities

Financial Assets

Financial assets are classified based on:

• The business model within which the assets are managed; and
• Whetherthecontractual cash flowsofthe instrument represent solely paymentof principal and interest (SPPI).

The Groupdeterminesthe business model atthe level that reflects howgroups offinancial assetsare managed. When 
assessing the business model, the Group considers factors including how performance and risks are managed, 
evaluated and reported and the frequency and volume of, and reason for sales in previous periods.

Financial assets are classified intothe following measurement categories:

Financial assets measured at amortised cost
Financial assets are measured atamortised cost iftheyare held withina business model whose objective isachieved 
through holding the financial asset to collect contractual cash flows which represent SPPI.

Financial Assets Measurement Category Note
Government securities, public sector securities, 
bank bonds, corporate bonds and floating rate 
notes

Fair value through other comprehensive income 
(FVOCI) and fair value through profit or loss (FVTPL) 11

Equity securities FVOCI and FVTPL 11
Finance receivables - Reverse mortgages FVTPL 20
Finance receivables Amortised cost 13
Derivative financial instruments FVTPL 12

Financial assets atamortised costare initially recognised atfairvalue plus incremental directtransaction costsand are 
subsequently measured at amortised cost using the effective interest rate method.

Financial assets measured at FVOCI
Financial assets are measured at FVOCI iftheyare held within abusiness model whose objective isachieved both 
through collecting contractual cash flows which represent SPPI or selling the financial asset.

Financial assets at FVOCI are measured at fair value with unrealised gains and losses recognised in other 
comprehensive income except for interest income, impairment charges and foreign exchange gains and losses, which 
are recognised in profit or loss.
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1 Financial statements preparation (continued)

Financial assets and liabilities (continued)

FinancialAssets (continued)

Financial assets measured at FVTPL

Financial assets are measured at FVTPL if:

• they are held within a business model whose objective is achieved through selling or repurchasing the financial 
asset inthe near term, orforms partofaportfolio offinancial instrumentsthatare managedtogetherand forwhich 
there isevidence ofshort-term profit taking; or

• the contractual cash flowsofthe financial assetdo not representSPPI onthe principal balance outstanding; or
• they are designated at FVTPLupon initial recognition to eliminate or reduce an accounting mismatch.

Financial assets at FVTPL are initially measured at fair value with subsequent changes in fair value recognised in profit or 
loss. Related transaction costs are expensed in the profit or loss.

Cash and cash equivalents

Cash and cash equivalents include demand deposits held with financial institutions and other short-term, highly liquid 
investmentswith original maturities ofthree monthsor lessthatare readilyconvertible to known amounts ofcash and 
subjecttoan insignificant riskofchanges in value.

Financial Liabilities

Financial liabilities are classified into the following measurement categories:

• those to be measured at amortised cost;
• those to be measured at FVTPL.

Financial liabilities measured at amortised cost

Financial liabilitiesare measured atamortised cost iftheyare not held fortradingordesignated at FVTPL.
Financial liabilities measured at amortised cost are accounted for using the effective interest rate method.

Financial liabilities measured at FVTPL

Financial liabilities are measured at FVTPL if:

• they are derivatives; or
• they are held for trading where the principal objective is achieved through selling or repurchasing the financial 

liability in the near term, or forms part of a portfolio of financial instruments that are managed together and for 
which there is evidence of short-term profit taking; or

• they are designated at FVTPLupon initial recognition to eliminate or reduce an accounting mismatch.

Financial liabilities at FVTPL are initially measured at fair value with subsequent changes in fair value recognised in profit 
or loss.

Further details of the accounting policy for each category of financial asset or financial liability mentioned above is set 
out in the note for the relevant item.

The Group’s policies for determining the fair value of financial assets and financial liabilities are set out in Note 20 - Fair 
value.

Recognition

The Group initially recognises finance receivables and borrowings on the date that they are originated. All other financial 
assets and liabilities (including assets and liabilities designated at FVTPL) are initially recognised on the trade date at 
whichthe Group becomesapartytothe contractual provisions ofthe instrument.
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1 Financial statements preparation (continued)

Derecognition

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 risksand rewards of ownershipofthe financial assetaretransferred. Any interest intransferredfinancial assetsthat 
is created or retained bythe Group is recognised as a separate asset.

The Groupenters intotransactionswhereby ittransfersassets recognised on its statement of financial position but 
retainseitherall risksor rewardsofthetransferredassetsoraportionofthem. Ifall orsubstantiallyall risksand rewards 
are retained, then the transferred assets are not derecognised from the statement of financial position. Transfers of 
assetswiththe retentionofall orsubstantiallyall risksand rewards include, forexample, securitised assetsand 
repurchase transactions.

Financial liabilities are derecognised when the obligation is discharged, cancelled or expires. Where an existing financial 
liability is replaced byanotherfromthe same lenderonsubstantiallydifferent terms, orthe terms ofanexisting liability 
aresubstantially modified, the exchange or modification istreated asaderecognition oftheoriginal liabilityandthe 
recognition of a new liability, with the difference in the respective carrying amounts recognised in profit or loss.
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Performance
2 Segmental analysis

Segment information is presented in respectofthe Group'soperatingsegments, consistentwiththose used fortheGroup's 
management and internal reporting. This information is presented in accordance with NZ IFRS and included in the 
measurement of segment profitor loss toenablethe evaluation ofthe nature andfinancial effects ofthe Group's business 
activities and operating environment.

An operating segment is a component of an entity engaging in business activities whose results are regularly reviewed by 
theGroup'schiefoperating decision maker (CODM).The CODM, who is responsibleforallocating resourcesand assessing 
business performanceofthe Group, has been identified astheGroup’sChief Executive officer (CEO).

Operating segments

The Groupoperates within New Zealand and Australia and comprises the following main operating segments:

Operating segments - New Zealand

Motor Motorvehiclefinance.

Reverse mortgages Reverse mortgage lending.

Personal lending Transactional, home loansand personal loansto individuals.

Business Term debt, plant and equipment finance, commercial mortgage lending and working capital solutions
for small-to-medium sized businesses.

Rural Specialistfinancial servicestothefarmingsector primarilyoffering livestockfinance, rural mortgage
lending, seasonal and working capital financing, as well as leasing solutions to farmers.

Operating segment - Australia

Australian Banking Australian Banking Group provides banking and financial services in Australia which consist of 
Group reverse mortgage lending, livestockfinanceandotherfinancial services.

All othersegments

Other Operating expenses, such as premises, IT and support centre costs in New Zealand are not allocated
to the New Zealand operating segments and are included in Other. Income tax for New Zealand is 
also included in Other.

Finance receivables are allocated across the operating segments as assets. Liabilities are managed centrally and therefore 
are notallocated acrossthe operating segments, exceptforthe geographical allocation between Australia and New Zealand. 
The Groupdoes not rely on any single major customer for its revenue base.
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2 Segmental analysis (continued)

$000’s Motor
Reverse

Mortgages
Personal
Lending Business Rural

Australian
Banking

Group Other Total

June2026
Net interest income 70,176 63,197 2,074 38,788 32,580 130,815 279 337,909
Lending and credit fee income 3,222 2,737 193 2,714 624 3,017 - 12,507
Netotherincome 754 - 9 896 270 4,719 1,805 8,453
Net operating income 74,152 65,934 2,276 42,398 33,474 138,551 2,084 358,869

Personnel expenses 6,260 2,218 3,128 4,343 2,419 28,027 51,421 97,816
Otherexpenses 1,789 5,445 1,064 785 1,161 35,511 52,406 98,161
Operating expenses 8,049 7,663 4,192 5,128 3,580 63,538 103,827 195,977
Profit/(loss) before netfair 
value gain on equity 
investments and investment 
property, losses on 
guaranteed future value 
products, impaired asset 
expense and income tax

66,103 58,271 (1,916) 37,270 29,894 75,013 (101,743) 162,892

Net fair value gain on equity 
investments and investment - - - - - - 3,055 3,055
property
Losses on guaranteed future 
value products - — — — — — — —

Impaired asset expense 12,066 - 202 13,745 4,412 3,109 - 33,534
Profit/(loss) before income 
tax 54,037 58,271 (2,118) 23,525 25,482 71,904 (98,688) 132,413

Income tax expense - - - - - 21,607 17,579 39,186
ProfitZ(loss) fortheyear 54,037 58,271 (2,118) 23,525 25,482 50,297 (116,267) 93,227

Total assets 1,724,400 1,440,707 43,143 670,182 680,559 4,161,570 654,558 9,375,119
Total liabilities1 8,038,336
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2 Segmental analysis (continued)

$000’s Motor
Reverse

Mortgages
Personal
Lending Business Rural

Australian
Banking

Group Other Total

June2025
Net interest income 69,467 55,861 5,187 49,144 32,686 94,749 213 307,307
Lending and credit fee income 5,298 2,472 (187) 3,595 511 2,292 - 13,981
Netotherincome 765 - 10 1,085 1,469 641 (3,991) (21)
Net operating income 75,530 58,333 5,010 53,824 34,666 97,682 (3,778) 321,267
Personnel expenses 5,524 2,030 3,289 5,762 2,253 21,458 58,031 98,347
Otherexpenses 1,653 3,516 2,089 1,394 869 30,796 53,879 94,196
Operating expenses 7,177 5,546 5,378 7,156 3,122 52,254 111,910 192,543
Profit/(loss) beforefair 
value loss on equity 
investments, losses on 
guaranteed future value 
products, impaired asset 
expense and income tax

68,353 52,787 (368) 46,668 31,544 45,428 (115,688) 128,724

Net fair value gain on equity 
investments and investment - - - - - - 1,623 1,623
property
Losses on guaranteed future 
value products 1,504 - - - - - - 1,504

Impaired asset expense 19,218 - 639 44,812 4,084 2,885 - 71,638
Profit/(loss) before income 
tax 47,631 52,787 (1,007) 1,856 27,460 42,543 (114,065) 57,205

Income tax expense - 12,756 5,636 18,392
ProfitZ(loss) fortheyear 47,631 52,787 (1,007) 1,856 27,460 29,787 (119,701) 38,813

Total assets 1,687,763 1,233,272 178,625 853,011 731,819 3,169,630 793,330 8,647,450
Total liabilities1 7,428,398
’Total liabilities include$3,593 million (2025$2,713 million) attributable tothe Australian Banking Group segment.
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3 Net interest income

Policy
Interest income and expense on financial instruments at amortised cost or FVOCI is measured using the effective 
interest rate method, which discounts the financial instruments' future cash flows to their present value and 
allocatesthe interest income orexpense overthe lifeofthefinancial instrument. Theeffective interest rate is 
establishedon initial recognition ofthefinancial assetsor liabilitiesand is notsubsequently revised. Forthese 
financial instruments, the calculation ofthe effective interest rate includesall yield related feesand commissions 
paid or receivedthatarean integral partofthe underlyingfinancial instrument. Costs ofthedepositcompensation 
levy are also included under interest expense on deposits.

Interest income iscalculated based onthegross carryingamount offinancial assets instages 1 and 2 ofthe Group's 
expected credit losses (ECL) model and onthecarryingamount netofthe provision for ECLforfinancial assets in 
stage 3.

For non-derivative financial assets measured at FVTPL, interest is calculated based on implied effective interest 
rate based onthe initial fairvalue ofthe assets. Forderivative instruments, the interest isaccrued based onthe 
agreed rates of corresponding pay legs and receive legs.

$000’s June2026 June2025
Interest Income
Calculated using the effective interest method
Cash and cash equivalents
Investments measured at FVOCI
Finance receivables measured at amortised cost

9,867
33,970

290,880

12,302
33,152

354,962
Total interest income calculated using the effective interest method 334,717 400,416

Fair value through profit orloss
Investments measured at FVTPL
Finance receivables - reverse mortqaqes

31
329,895

7,416
298,033

Total interest income on financial assets measured at FVTPL 329,926 305,449
Total interest income 664,643 705,865

Interest Expense
Calculated using the effective interest method
Deposits
Other borrowinqs

268,746
45,845

311,922
95,885

Total interest expense calculated using the effective interest method 314,591 407,807

Fair value through profit orloss
Netinterestexpense/(income) onderivative financial instruments 12,143 (9,249)
Total net interest expense/(income) on derivative financial instruments measured at 
FVTPL 12,143 (9,249)

Total interest expense 326,734 398,558

Net interest income 337,909 307,307
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4 Net operating lease income

Policy
Asa lessor, the Group retainssubstantiallyall the risksand rewards incidental toownershipoftheassets and 
therefore, classifies the leases as operating leases. Rental income and expense from operating leases are recognised 
onastraight-line basisoverthe term ofthe relevant lease. Initial directcosts incurred in negotiatingandarrangingan 
operating lease are added tothe carrying amount ofthe leased assetand recognisedonastraight-line basisoverthe 
lease term. Profits on the sale of operating lease assets are included as part of operating lease income. Current year 
depreciation and losses on the sale of operating lease assets are included as part of operating lease expenses. The 
leased assetsare depreciated overtheiruseful liveson a basis consistent with similar assets.

$000’s June2026 June2025
Operating lease income
Lease income
Gain on disposal of lease assets

4,152
625

5,455
599

Total operating lease income 4,777 6,054

Operating lease expense
Depreciation of lease assets 
Direct lease costs

3,106
292

3,923
376

Total operating lease expense 3,398 4,299

Net operating lease income 1,379 1,755
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5 Other income

Policy
Rental income from investment properties
Rental income from investment properties is recognisedon a straight-line basisoverthe term ofthe relevant lease.

Fair value qainor loss on derivative financial instruments
The Group does not apply hedqe accountinq on foreiqn exchanqe contracts. The qain or loss on foreiqn exchanqe 
forwards is included as partofforeiqn exchangegain/(loss) in other income. Hedging ineffectivenessarisingfromfair 
value hedges and cash flow hedges (see Note 12 - Derivative financial instruments) is presented in other income 
togetherwith anyfairvalue change of interest rate swaps notsubjecttoany hedges.

Fair value gainor loss on non-derivative financial instruments
A fair value gain or loss on certain non-derivative financial instruments is recognised in profit or loss for financial 
instruments held at fair value through profit or loss. The cumulative gain or loss on debt instruments, recognised in 
othercomprehensive income, issubsequently reclassifiedto profitor losson disposal ofthe instrument. Referto 
Note 11 - Investments forfurtherdetails.

1 Includes (a) realised and unrealised gains/(losses) on investments in government securities, bankbondsand floating rate notes of 
$0.1 million relatingto HBA (2025: $0.4 million) (See Note 11 - Investmentsforfurtherdetails) and (b) fairvalueadjustmentof$6.9 
million arising from a change in the broker commission estimate in the current year (see Note 20-Fair value for further details).
2Other income fortheyearended 30June 2026 includes (a) $1.1 million incomeqenerated from rural properties under management of 
theGroup (2025: $1.5 million), (b) a realised lossof$0.8 millionfromthesaleofarural property/dairyfarm (Referto Note 1 - Financial 
statements preparation forfurtherdetails) and (c) $1.5 million useofmoney interest received from incometaxprepayments.
3Referto Unsubordinated note sectionofNote 15 - Borrowings for furtherdetails.

$000’s June2026 June2025
Rental inccme frcm investment properties 296 584
Fair value gain/(lcss) cnderivative instruments measured atfairvalue 8 (5,142)
Fair value gain cn ncn-derivative financial instruments1 7,016 441
Other inccme2 1,847 2,006
Loss on early extinguishment of borrowings3 (2,271) -
Foreign exchange gain 178 335
Total other income/(expense) 7,074 (1,776)
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6 Operating expenses

Policy
Operatingexpensesare recognised asthe underlying service is rendered oroverthe period in which an asset is 
consumed or a liability is incurred.

’Excludes certain personnel expensesdirectly incurred in acquiring and developing softwareand capitalised as partofspecific 
application software.

$000’s June2026 June2025
Personnel expenses1 97,816 98,347
Directors' fees 2,201 2,196
Superannuation 4,169 3,594
Depreciation - property, plant and equipment 1,597 1,933
Legal and professional fees2 15,098 9,477
Advertising and public relations 6,285 3,137
Depreciation - right-of-use assets 3,635 3,703
Technology services and communications 25,469 20,960
Customer administration costs 11,573 11,117
Customer onboarding costs 2,648 2,730
Occupancy costs 2,886 3,038
Amortisation of intangible assets 11,314 11,509
Other operating expenses3 11,286 20,802
Total operating expenses 195,977 192,543

2Legal and professional fees includecompensation ofauditorwhich isdisclosed in Note7- Compensation of auditor and $5.5 millionof 
acquisition-related expenses asdisclosed in Note 1 - Financial statements preparation - Significant events.
3Otheroperating expenses mainlycomprise the non-recoverable proportionofgoodsand servicestax (GST), debt recovery fees, 
insurance and project expenses.
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7 Compensation of auditor

’Fees are for both the audit ofthe annual financial statements and review ofthe interim financial statements. This includes limited 
assurance on disclosures of capital adequacyand regulatory liquidity requirements.

The fees payabletothe auditors, PricewaterhouseCoopers (PwC) are outlined inthe belowtable:

$000’s June2026 June2025
Fees paidtoauditor
Audit and review offinancial statements
Current year1 1,920 1,811
Additional prioryear1 68 56
Total audit and review of financial statements 1,988 1,867

Audit or review related services
APRA regulatory reporting and Australian Financial Services Licence reporting assurance 242 200services - current year
Insurance solvency return assurance services - additional for prior year - 4
Registry assurance services 12 12
Trustdeed reporting services 4 3
Total audit or review related services 258 219

Other assurance services and other agreed-upon procedures
Greenhouse gas emissions assurance services 64 61
Total other assurance services and other agreed-upon procedures 64 61

Other services
Provision of executive reward survey report - 4
Total compensation of auditor 2,310 2,151

8 Impaired asset expense

Referto Note 13 - Finance receivables measured atamortised cost for provision for impairment details.

$000’s June2026 June2025
Individually impaired asset expense
Collectively impaired asset expense

25,864
11,740

24,730
48,663

Total impairedasset expense excluding recoveryofamounts previouslywritten offto 
the income statement 37,604 73,393

Recovery ofamounts previouslywritten offtothe income statement (4,070) (1,755)
Total impaired asset expense 33,534 71,638
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9 Taxation

Policy
Incometax
Incometaxexpensefortheyearcomprisescurrenttaxand movements in deferredtax balances, including any 
adjustment required for prior years' tax expense. Income tax expense is recognised in profit and loss except to the 
extent that it relates to items recognised directly in other comprehensive income or equity, in which case it is 
recognised in othercomprehensive income orequity, respectively.

Current tax
Current tax is the expected tax payable or receivable on the taxable income forthe year, using tax rates enacted or 
substantivelyenacted atthe reporting date, andany adjustment tothe tax payable or receivable in respectof previous 
years. Currenttaxforcurrentand prioryears is recognised asaliability (orasset) tothe extentthat it is unpaid (or 
refundable).

Deferred tax
Deferredtax is provided usingthe balance sheet liability method, providingfortemporarydifferences betweenthe 
carrying amounts of assets and liabilities foraccounting purposesandthe amounts used fortaxation purposes. As 
required by NZIAS12 IncomeTaxes, adeferred taxasset is recognised onlytothe extentthat it is probablethata 
future taxable profit will be available to realise the asset.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets 
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 
Group intends to settle its current tax assets and liabilities on a net basis.

Goods and services tax (GST)
Revenues, expenses and assets are recognised net of GST. As the Group is predominantly involved in providing 
financial services, onlyaproportion of GST paid on inputs is recoverable. The non-recoverable proportion of GST is 
treated as an expense or, if relevant, as part of the cost of acquisition ofan asset.
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9 Taxation (continued)

Income tax expense

$000’s June2026 June2025
Income tax recognised in profit or loss
Current tax
Current year
Adjustments for prior year

33,647
(13)

13,375
2,520

Deferred tax
Current year
Adjustments for prior year

6,441
(889)

4,633
(2,136)

Total income tax expense recognised in profit or loss 39,186 18,392

Income tax recognised in other comprehensive income
Current tax
Investment securities at fair value and fair value hedge adjustments in fair value reserve 
Fair value movements in derivatives held in cash flow hedge reserve

180
2,355

592
(3,193)

Deferred tax
Movement in cash flow hedge reserve relating to terminated swap (169) -
Total incometaxexpense/(benefit) recognised in othercomprehensive income 2,366 (2,601)

Reconciliation of tax expense and accounting profit
Profit before income tax
Taxat local income tax rate (NZ:28%, Australia:30%)
Adjusted tax effects of items not deductible
Adjustments for prior year

132,413
38,514

1,574
(902)

57,205
16,868

1,140
384

Total income tax expense 39,186 18,392
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9 Taxation (continued)

Deferred tax assets comprisethe following temporary differences:

$000’s June2026 June2025
Employee entitlements 4,405 3,253
Share based payment 413 202
Provision for impairment 16,007 20,881
Intangiblesand property, plantandequipment (5,632) (3,767)
Right-of-use assets (3,452) (3,536)
Lease liabilities 4,074 4,152
Deferred acquisition costs - (6)
Operating lease vehicles (528) (357)
Deferred income (4,866) (5,758)
Taxloss 4,361 5,996
Othertemporary differences 467 (428)
Total deferred tax 15,249 20,632

Opening balance ofdeferred tax 20,632 23,727
Movement recognised in profit or loss (5,552) (2,497)
Movement recognised in othercomprehensive income 169 -
Change in recognition of deferred tax asset - (598)
Closing balance of deferred tax 15,249 20,632

Imputation credit account
$000’s June2026 June2025
Imputation credits available for use in subsequent reporting periods 18,670 48,761

10 Earnings per share

June2026 June2025

$000’s

Earnings Per
Share
Cents

Net Profit 
AfterTax

$000’s

Weighted 
Average No. 

ofShares 
000’s

Earnings Per
Share
Cents

Net Profit 
AfterTax 

$000’s

Weighted 
Average No. 

ofShares 
000’s

Basic Earnings
Diluted Earninqs

9.89
9.89

93,227
93,227

942,792
942,792

4.14
4.14

38,813
38,813

936,613
936,613
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Financial Position
11 Investments

Policy

Investments are classified into one ofthe following categories:

Fair value through other comprehensive income
Thiscategoryincludes (a) debtsecuritiessuchas bankand corporate bonds, publicsectorbonds, and floating rate 
notes; and (b) equity securities. Debt securities are measured at FVOCI where such investments are held within the 
business model whose objective is achieved through both collecting contractual cash flows or selling the assets; and 
the collection of such cash flows represent solely payments of principal and interest on the principal amount 
outstanding. Equity securities are measured at FVOCI where the Group has irrevocably elected to account for these in 
such mannerat initial recognition. Subsequent changes in fair value ofthese investments are recognised in other 
comprehensive income and accumulated in the fair value reserve.

The cumulative gain or losson debtsecuritiesabove is subsequently reclassifiedtoother income/(expense) inthe 
profit or loss upon subsequent disposal. The gain or loss on equity securities, however, is not reclassified to profit or 
loss upon disposal. The Group may elect to transfer such gain or loss to retained earnings when a sale occurs.

Fair value through profit or loss
Investments under this category are (a) those debt securities not measured at FVOCI described above or amortised 
cost (like the Group's lending to customers); and (b) equity securities where the Groupdoes not elect to measure at 
FVOCI at initial recognition. These investmentsare measured atfairvalue at initial recognition. Anytransaction costs 
are expensed as incurred in profit or loss.

Subsequentchanges in fairvalue ofthese investments are recognised within profitor loss.

’Includes HBA's investments acquired priorto the acquisition of HBA byHBLon30 April 2024. Effective 1 July 2024, HBA adopted a 
business model whose objective is achieved through both the collection of contractual cash flows and the sale of debt securities. 
Accordingly, HBA'sacquired debt securitiessincethatdate have been measured at FVOCI, in alignment with theGroup's policies. Refer 
to Note 20 - Fair value for further details.

$000’s June2026 June2025
Investments measured at FVOCI
Bank bonds and floating rate notes
Public sector securities and corporate bonds
Equity investments

269,688
545,420

5,192

274,571
500,658

5,664

Investments measured at FVTPL
Government securities, bank bonds and floating rate notes1 
Equity investments

- 2,174
6,977

Total investments 820,300 790,044

Duewithinoneyear
Due more than one year

215,469
599,639

206,841
570,562

Total investments in debt securities 815,108 777,403
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12 Derivativefinancial instruments

Policy

The Group uses derivatives for risk management purposes, designates certain derivatives into hedging relationships 
and applies hedge accounting that meets the hedge accounting criteria. The Group sometimes holds derivatives in 
economic hedge relationships where hedge accounting requirements are not met.

The Group uses these derivatives to manage interest rate risks and sometimes foreign exchange risk. The subjects 
under hedge management (hedged item) could be an asset, liability, firm commitment or highly probable forecast 
transactionthatexposesthe Grouptoa riskofchanges in fairvalueorfuture cash flows.

Derivatives are measured at theirfairvalue, with the derivatives being carried as assets when theirfairvalue is positive 
and as liabilities when theirfairvalue is negative.

Where derivatives are held as economic hedges, the changes in fair value are recognised immediately in profit or loss 
and presented within interest expense orother income/(expense) depending onthe nature of risks being managed.

For hedge relationshipsubjectto hedge accounting, the criteriathat must be metforarelationshiptoqualifyfor 
hedge accounting under NZ IFRS 9 includes that the:

• hedging relationship consists only of eligible hedging instruments and eligible hedged items, for which both the 
instruments and hedge subjects must be with parties externaltotheGroup,

• hedging relationship must be formallydesignated and documented at inceptionofthe hedge, and
• prospective effectivenesstesting must becarriedoutatthe inceptionofthe hedging relationship, and on an 

ongoing basis to ensure the hedge is effective, consistent with the originally documented risk management 
strategy and objective.

The Groupdocuments, atthe inception ofthe hedges, the relationship between hedged itemsand hedging 
instruments, as well as its risk management objective and strategy for undertaking various hedge transactions. The 
Groupalsodocuments itsassessment, bothat hedge inception and on anongoing basis, ofwhetherthe derivatives 
that are used in hedging transactions are highly effective in offsetting changes in fair value or cash flows of hedged 
items.

The Group determines whether an economic relationship between the hedged item and the hedging instrument exists 
based on anassessmentofthequalitativecharacteristics ofthis hedged itemandthe hedged risk, supported by 
quantitativeanalysis. Close alignment ofthe critical terms ofthe hedged itemand hedging instrument is also 
consideredastrong indication ofthe presence ofan economic relationship bytheGroup.

The Group establishes a hedge ratio by aligning the amount of the exposure to be hedged and the notional amount of 
the hedging instrument based on the observed economic relationship. It measures prospective hedge effectiveness 
at inception and on an ongoing basis using either regression analysis or critical term comparison. Hedge 
ineffectiveness isthe extent to whichthe changes inthe fair valueofthe hedging instrumentdo notoffsetthose of 
the hedged item. This is measured through applying the cumulative dollar offset method with the use of hypothetical 
derivative (a derivative that would have critical terms that exactly match those of the hedged item).

Ifahedging relationship ceases to meetthe hedge effectiveness requirement relating tothe hedge ratiowhilethe risk 
management objective for that hedging relationship remains the same, the Group adjusts the hedge ratio so that it 
meets the qualifying criteria again, allowing the continuation of a hedging relationship.

Hedge ineffectiveness may arise from a timing difference inthe repricing between the hedged item and the hedging 
instrument, oradifference inthetimingoftheircashflows. The counterparties' credit riskis notexpectedto result in 
material hedging ineffectiveness as all hedging instruments are collateralised and any underlying assets subject to 
hedges are of high credit rating.

Ifthe hedge no longer meetsthecriteria for hedge accounting, it is discontinued prospectivelyfromthedate onwhich 
the qualifying criteria are no longer met. This includes instances when the hedging instrument expires or is sold, 
terminated or exercised.
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12 Derivative financial instruments (continued)

Policy (continued)
Fair value hedge accounting

The Group applies fair value hedge accounting to hedge movements in the value of fixed interest assets and liabilities 
subjectto interest rate risk.

Subsequent to initial designation, changes inthe fairvalueof derivativesthatare designated and qualifyforfairvalue 
hedge accountingare recorded in other income/(expense) within profitor lossalongsideany changes inthe fairvalue 
ofthe hedged assetor liabilitythatare attributabletothe hedged risk (fair value hedge adjustment).Wherethe 
hedged item iscarried atamortised cost, the fairvalue hedge adjustment is made tothecarryingvalue ofthe hedged 
assetor liability.

The Group elects to amortise the fair value hedge adjustment when a hedge relationship is discontinued. Where a 
hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, the fair value 
hedge adjustment is amortised to profitor loss on an effective yield basis overthe remaining period to maturity ofthe 
hedged item. Where a hedged item is derecognised from the balance sheet, the fair value hedge adjustment is 
immediately transferred to profit or loss.

Cash flow hedge accounting
The Group applies cash flow hedge accounting to hedge the variability in future interest cash flows attributable to 
interest rate riskon variable interest rate components of currentand highly probable future financial liabilities.

A fair value gain or loss associated with the effective portion of a derivative designated as a cash flow hedge is 
recognised initially inthe cash flow hedge reserve. The ineffective portion of a fair value gain or loss is recognised 
immediately in other income/(expense) withinthe profitor loss. The fairvalueaccumulated inthe cashflow hedge 
reserve is subsequently reclassified to interest expense in the same periods during which the hedged expected future 
interest cash flows affect profit or loss.

When a hedgingderivative issold, orthe hedge no longer meets the criteriafor hedge accounting, the cumulativegain 
or loss on the hedging derivative remains in the cash flow hedge reserve until the forecast transaction occurs and 
affects profitor loss, atwhich point it is reclassified tothe interest expense line. Ifaforecasttransaction is no longer 
expected to occur, the cumulative gain or loss on the hedging derivative previously reported inthe cash flow hedge 
reserve is immediately reclassified to interest expense within the profit or loss.

The Group's approach to managing market risk, including interest rate risk, is disclosed in Note 24 - Interest rate risk. 
The Groupactively manages residual interest rate riskfromthe net exposure of its underlying assetsand liabilities, 
associated withthe mismatch ofthe interest rate repricing profiles of its interest earning assetsand interest bearing 
liabilities, by entering into interest rate swaps to hedge against movements in interest rates.

Interest rate swaps are bilateral derivative contracts with commitments to exchange one set of cash flows for another 
resulting in an economic exchange of interest rates without exchange of principal. Interest rate swap notional values 
indicate the volume of transactions outstanding at the end of the financial year and provide a basis for comparison with 
instruments recognised on the balance sheet but do not necessarily indicate the amounts of future cash flows involved, 
therefore don't indicate the Group's exposure to credit or market risks. The fair values of derivative instruments and 
their notional values are set out in the belowtable.

$000’s
Notional
Principal

June2026
FairValue

Assets
FairValue
Liabilities

Notional
Principal

June2025
FairValue

Assets
FairValue
Liabilities

Interest rate related contracts
Designated as cash flow hedges
Designated as fair value hedges

699,584
329,978

1,921
3,113

4,767
6,199

854,635
349,100

175
4,617

11,456
9,203

Interest rate related contracts 1,029,562 5,034 10,966 1,203,735 4,792 20,659

Foreign currencyrelatedcontracts 
Held as economic hedges - - - 1,044 - 1
Foreign currency related contracts - 1,044 1
Total derivative financial instruments 1,029,562 5,034 10,966 1,204,779 4,792 20,660
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12 Derivative financial instruments (continued)

Cash flow hedge accounting is applied to interest rate swaps designated as hedges ofthe Group's floating rate 
domestic borrowingsand deposits by using 'receive floating / pay fixed' interest rate swaps to fixthecost offloating 
interest rate deposits and borrowings.

Fair value hedge accounting is applied to receive fixed interest rate swaps designated as hedges of interest rate risk 
arising from fixed-rate subordinated notes and to pay fixed interest rate swaps designated as hedges of interest rate 
riskarisingfrom fixed-rate investment securities.

The followingtable showsthe maturityand interest rate risk profiles ofthe interest rate swaps as hedging instruments 
in continuing fair value and cash flow hedge relationships.

$000’s
0-6

Months
6-12

Months
1-2

Years
2-5

Years
5+

Years Total
June2026

Interest rate risk
Cash flow hedge relationships
Pay fixed
Nominal amounts 140,000 60,000 235,000 264,584 699,584
Average interest rate 4.12% 4.09% 3.36% 3.38% -

Fair value hedge relationships
Pay fixed
Nominal amounts - 98,500 131,478 229,978
Average interest rate 
Receive fixed

- - 4.35% 4.22% -

Nominal amounts - - 100,000 - - 100,000
Average interest rate - - 4.30% - -
Total interest rate risk nominal amount 140,000 60,000 433,500 396,062 - 1,029,562

0-6 6-12 1-2 2-5 5+
$000’s Months Months Years Years Years Total
June2025

Interest rate risk
Cash flow hedge relationships
Pay fixed
Nominal amounts - 60,000 422,741 371,894 854,635
Average interest rate - 4.83% 3.87% 3.71% -

Fair value hedge relationships
Pay fixed
Nominal amounts 5,000 10,000 21,500 212,600 249,100
Average interest rate 
Receive fixed

1.01% 1.05% 5.37% 4.32% -

Nominal amounts - - - 100,000 - 100,000
Average interest rate - - - 4.30% -
Total interest rate risk nominal amount 5,000 70,000 444,241 684,494 - 1,203,735
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12 Derivative financial instruments (continued)

The following table sets out the accumulated fair value adjustments arising from the corresponding fair value hedge 
relationshipsandthe outcome ofthechanges in fair value ofthe hedged item as well asthe hedging instruments used 
as the basis for recognising effectiveness.

$000’s

Asat30June2026 Fortheyearended 
30June2026 

HedginggainZ(loss) 
recognised in 

income statementCarryingvalue

Accumulated fair 
value hedge 
adjustment1

Interest rate risk
Investments 235,228 5,104 (2,234)
Other borrowings (102,813) (2,265) 484
Total 132,415 2,839 (1,750)

Interest rate swaps
Hedge ineffectiveness of financial instruments 
recognised in other income

(3,086) (3,086) 1,540

(210)

As at30June2025 Fortheyearended
30June2025

$000’s Carryingvalue

Accumulated fair 
value hedge 
adjustment1

HedginggainZ(loss) 
recognised in 

income statement
Interest rate risk
Investments 254,710 6,976 11,834
Other borrowings (102,876) (2,749) (3,470)
Total 151,834 4,227 8,364

Interest rate swaps
Hedge ineffectiveness of financial instruments 
recognised in other income

(4,586) (4,586) (8,219)

145

’Thefigures relating tothe hedged items representthe accumulated fair value hedge adjustments included inthefairvalue reserveor 
carrying value of other borrowings as appropriate. None ofthese adjustments relate to hedges which have beendiscontinued. Figures 
relating tothe hedging instruments representtheiraccumulated fair valuechange.

The accumulated amount of fair value hedge adjustments included in the carrying amount of hedged items that have 
ceasedto be adjustedforhedging gainsand losses is nil (2025: nil).

The balance ofthe cash flow hedge reserve, amounts recognised inthe reserve, andamountstransferred out ofthe 
reserve are shown in the following table.

$000’s June2026 June2025
Cash flow hedge reserve
Balance at beginning of year 
Transferred tothe income statement 
Net (loss)Zgainfrom change in fair value

(9,474) 4,374
2,861 (3,690)
4,895 (13,351)

Net movement before tax
Tax on net movement in cash flow hedge reserve

7,756 (17,041)
(2,186) 3,193

Balance at end of year (3,904) (9,474)

During the year ended 30 June 2026, a gain of $0.3 million (2025: $0.3 million loss) was recognised in fair value loss on 
derivativefinancial instruments inthe statement ofcomprehensive income recorded within other income related to 
hedge ineffectiveness from cash flow hedge relationships.

There were notransactionsforwhich cash flow hedge accounting had to be ceased asaresult ofthe highly probable 
cash flows no longer being expected to occur (2025: nil).

There are $3.4 million cumulative losses (2025: $3.0 million cumulative losses) recognised in the cash flow hedge 
reserve on interest rate swaps for which hedge accounting is no longer applied on the basis that the associated variable 
cash flowsare still expected to occuroverthe lifetime ofthe original hedge relationships. Theassociated cash flow 
hedge reserve is being released overthe period oftheoriginal hedge relationshipwhich hassince beendiscontinued.
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13 Finance receivables measured at amortised cost

Policy
Finance receivables measured at amortised cost 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.

Fees and direct costs relating to loan origination, financing and loan commitments are deferred and amortised to 
interest income overthe life ofthe loan usingthe effective interest rate method. Lending fees notdirectly related to 
theorigination ofaloan are recognised overthe period of service.

1 Represents provisionforprobable losses arising fromtheguaranteed future value (GFV) portfolioofmotorvehicle loansthat havea 
guaranteed residual valueofthe underlying securityand optionalityforcustomersto return the vehicle.

$000’s June2026 June2025
Gross finance receivables measured at amortised cost
Less provision for impairment
Less provision for losses on guaranteed future value products1

3,473,710
(54,022)

(1,504)

3,784,733
(71,779)
(1,504)

Net finance receivables measured at amortised cost 3,418,184 3,711,450

Duewithinoneyear
Due more than one year
Less provision for impairment
Less provision for losses on guaranteed future value products

1,134,541
2,339,169

(54,022)
(1,504)

1,068,661
2,716,072

(71,779)
(1,504)

Net finance receivables measured at amortised cost 3,418,184 3,711,450
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13 Finance receivables measured at amortised cost (continued)

Policy
Impairment of finance receivables measured at amortised cost
Ateach reporting date, theGroupappliesathree-stageapproach to measuring ECLoffinance receivables notcarried 
atfairvalue. The ECLmodel assesseswhetherthere has beena significant increase in credit risksince initial 
recognition.

Exposures are assessed on a collective basis in each stage unless there is sufficient evidence that one or more events 
associated with an exposure could have a detrimental impact on estimated future cash flows. Where such evidence 
exists, the exposure is assessed on an individual basis.

Forthe purposes ofacollective evaluation of impairment, finance receivablesare grouped based on shared credit risk 
characteristics, credit risk ratings, contractual term, date of initial recognition, remaining term to maturity, customer 
type and other relevant factors.

The ECL model is a forward-looking model where impairment allowances are recognised before losses are actually 
incurred. On initial recognition, an impairment allowance is required, based on eventsthatare possible inthe next12 
months.

Assets may migrate between the following stages based on their change in credit quality:

Stagel -12 months ECL (generallypastdue30daysorless)

Wherethere has been no evidence ofincreased credit risksince initial recognition, and finance receivablesare not 
credit impaired upon origination, the portion ofthe lifetime ECLassociated withthe probability of default events 
occurring within the next 12 months is recognised.

Stage 2 - Lifetime ECL not credit impaired (generally greater than 30 but less than 90 days past due)

Where there has been a significant increase in credit risk. Financial assets for which the credit grading has been 
downgraded to an underperforming category are also considered to have experienced a significant increase in credit 
risk.

Stage 3 - Lifetime ECL credit impaired (90 days past due or more)

Objective evidence of impairment, are considered tobein default or otherwise credit impaired. A default occurs where 
thecustomer is unlikelyto repaytheircreditobligations in full without recourse bytheGroupto actionssuch as 
realising security. Indicators include a breach of contract with the Groupsuch as a default on interest or principal 
payments, a borrower experiencing significant financial difficulties or observable economic conditions that correlate 
to defaults on an individual basis.

Credit quality of financial assets
TheGroup internallycomputes probabilityofdefault using historical default data, toassessthe potential riskof 
defaultofthe lending, orotherfinancial services products, providedtocounterpartiesorcustomers.TheGrouphas 
defined counterparty probabilities of default across consumer, retail, business and rural portfolios.

The Group considers a receivable tobein default when contractual payments are 90 days or more past due, or when it 
isconsidered unlikelythatthe creditobligationtothe Group will be paid in full without recourseto actions, suchas 
realisation of security.

Finance receivablesarewritten offagainstthe related impairmentallowancewhenthere is no reasonableexpectation 
of recovery. Any recoveries of amounts previously written off are credited to credit impairment expense in profit or 
loss.

In determining whethercredit riskhas increased all available information relevant tothe assessment ofeconomic 
conditions at the reporting date are taken into consideration. To do this the Group considers its historical loss 
experience and adjusts this for current observable data based on a loss curve distribution.

The calculation of expected credit loss is modelled for portfolios of like assets. For portfolios which are either new or 
too small to model, judgement is used to determine impairment provisions.

For assets that are individually assessed for ECL, the allowance for ECL is calculated directly as the difference 
betweenthe defaulted assets carrying value andthe recoverable amount (beingthe present value ofexpected future 
cashflows, includingcashflowsfromthe realisationofcollateralorguarantees, whereapplicable).
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13 Finance receivables measured at amortised cost (continued)

Policy (continued)
Modification of contractual cash flows
The Group sometimes modifies the terms of loans provided to customers due to commercial renegotiations, or for 
distressed loans, withaviewto maximising recovery.

Such restructuring activities include extended payment term arrangements, payment holidays and payment 
forgiveness. Restructuring policies and practices are based on indicators or criteria which, in the judgement of 
management, indicatethat payment will most likelycontinue.

These policiesare kept undercontinuous review. Restructuring is mostcommonlyapplied toterm loans.

Collectivelyassessed expectedcredit loss (ECL)(stage1, 2and3) - New Zealand

The Groupestimated ECLfor its lending portfolio measured atamortised cost using models based on historical credit 
performance and observed portfolio behaviour. The models are recalibrated across each period, which includes aligning 
model input of probabilities ofdefaultand lossgiven defaults with more recentobservationsand data. These models 
assume that economic conditions remain constant over time with the provision being calculated as a point-in-time 
estimate.

Accordingly, management applies model overlays or adjustments in circumstances where the existing inputs, 
assumptions, and model techniquesdo notcaptureall riskfactors (e.g., geopolitical impacts) relevanttotheGroup's 
lending portfolios.

Model overlays have been applied inthe following instances:

(a) Multiple macroeconomic scenarios (MES) and sensitivity analysis:

To incorporate a range of potential future economic outcomes, HBL applies a MES overlay. This approach estimates a 
distribution of possible credit loss outcomes by using historical loss curves for each portfolio, from which probability 
weighted loss rates are derived.

The MESframeworkconsidersfourforward looking scenarios - upside, central, downside and severedownside - each 
reflecting differingdegreesofeconomic improvementordeterioration relativetothe modelled provision (point-in-time 
ECL).Thedifference betweenthe MES probability weighted and point-in-time ECL representsthe MESoverlay required 
tothe modelled provision.

MES Description
Weighting applied as at 

30June2026

Upside case Reflect inputs and assumptions improving comparative to 
the current provisioning model. 7%

Central case Reflect inputs and assumptions similartothe current 
provisioning model. 50%

Downside case Reflect inputs and assumptions deteriorating comparative 
tothecurrent provisioning model. 33%

Severe downside case Reflect inputs and assumptions deteriorating severely 
comparative to the current provisioning model. 10%

Based onthis, a loss rate foreach scenario was calculated, weighted bythe probability ofthatscenario, and applied to 
the receivables position.

At30June 2026, the MESoverlayforthe Group is$2.3 million (2025: $2.7 million).
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13 Finance receivables measured at amortised cost (continued)

The following sensitivity table shows the difference between the reported provision based on the point-in-time 
estimate, and the ECL calculated for each scenario, assuming a 100% weightage for that case:

$m
lncrease/(decrease) in ECLasat 

30June2026

100%upsidecase (14.8)

100%central case (3.4)

100%downsidecase 7.4

100% severe downside case 26.1
Total probabilityweighted ECL perthe MES methodology 2.3

(b) Geopolitical overlay:

In additiontothe MESoverlay, HBLappliesafurtheroverlayto reflect heightened geopolitical risks. Geopolitical risk 
refers tothe potential foradversecredit outcomes arising from global political and economictensionsthat may not be 
captured within historical loss experience or baseline forward-looking scenarios. The overlay calculation include: (i) 
utilising publicly available crisis scenarios together with internal analysis, (ii) calculating the associated deterioration in 
losses expected for each scenario using regression models which connect economic factors and losses, (ill) applying 
these to HBL’s portfolio, and (iv) probability weighting them.

At30June 2026, thegeopolitical overlay is$1.6 million (2025: $0.5 million).

Individuallyassessed ECL (stage3) - New Zealand

Individually assessed provisions are recognised for exposures where there is objective evidence of impairment and 
where HBLdeterminesthatthe impacton expected future cash flowscan be reliably estimatedon a case-by-case 
basis.

These are predominantly within the Asset Finance and older Business Relationship lending portfolios within the 
transport, construction, forestryand agriculture sectors.

ECL (stage 1,2 and 3) - Australia

There have been no material changes to the critical estimates and judgements for ECL in HBA during the years ended 30 
June 2026 and 30 June 2025.
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13 Finance receivables measured at amortised cost (continued)

The following table detailsthe movement fromthe opening balance totheclosing balance ofthe provision for 
impairment losses by class.

June 2025

$000’s

Collectively Assessed
Individually

Assessed TotalStage 1 Stage 2 Stage 3
June2026

Impairment allowance as at 30 June 2025 16,029 7,851 23,104 24,795 71,779
Changes in loss allowance

Transfer between stages1 (1,632) (7,163) 1,183 7,612 -
Newand (decreased)/increased provision 
(net of provision releases)1 (1,469) 4,983 15,838 18,252 37,604

Credit impairment charge (3,101) (2,180) 17,021 25,864 37,604
Write-offs - - (26,564) (29,337) (55,901)
Effect of changes in foreign exchange rate 42 36 - 462 540
Impairment allowance as at 30 June 2026 12,970 5,707 13,561 21,784 54,022

’The increase in provision when a loan moves to a higher stage is included in New and increased provision (net of provision releases) in 
the higher stage to which the loan moved.The decrease in provision when a loan moves to a lower stage is included in New and 
decreased provision (netof provision releases) inthe higherstagefrom whichthe loan moved.

Impairment allowance as at 30 June 2024 14,361 5,197 34,281 22,482 76,321
Changes in loss allowance

Transfer between stages1 (140) (9,070) 7,582 1,628 -
New and increased provision (net of 
provision releases)1 1,832 11,724 36,735 23,102 73,393

Credit impairment charge 1,692 2,654 44,317 24,730 73,393
Write-offs - - (55,494) (22,417) (77,911)
Effect of changes in foreign exchange rate (24) (24)
Impairment allowance as at 30 June 2025 16,029 7,851 23,104 24,795 71,779
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13 Finance receivables measured at amortised cost (continued)

Impact ofchanges in gross finance receivables measured at amortised cost on allowance for ECL

$000’s

Collectively Assessed
Individually

Assessed TotalStage 1 Stage 2 Stage 3
30June2026

Gross finance receivables measured at
amortised cost as at 30 June 2025 3,359,596 236,862 96,957 91,318 3,784,733
Transfer between stages (104,723) (4,771) 42,556 66,938 -
Additions 1,324,419 - - - 1,324,419
Deletions (1,357,229) (140,941) (73,844) (46,090) (1,618,104)
Write-offs - - (26,564) (29,337) (55,901)
Effect of changes in foreign exchange rate 31,174 2,887 - 4,502 38,563
Gross finance receivables measured at
amortised cost as at 30 June 2026 3,253,237 94,037 39,105 87,331 3,473,710

30June2025

Gross finance receivables measured at
amortised cost as at 30 June 2024 3,888,443 241,633 116,723 96,468 4,343,267

Transfer between stages (216,671) 79,265 103,381 34,025 -
Additions 1,255,780 - - - 1,255,780
Deletions (1,564,666) (83,543) (67,653) (16,182) (1,732,044)
Write-offs - - (55,494) (22,417) (77,911)
Effect of changes in foreign exchange rate (3,290) (493) - (576) (4,359)
Gross finance receivables measured at 3,359,596 236,862 96,957 91,318 3,784,733amortised cost as at 30 June 2025

Impact ofchanges in gross exposures on loss allowances

The Group's provision for impairment has decreased by $17.8 millionforthe yearended30 June 2026, driven bythe 
following movements:

• A net reduction in collective provisionsof$14.8 million reflecting:

- An increase in provisionsof$11.8 million predominantly relatingto motor vehiclesand business lending asa 
result of diminished recoverability and declining credit quality ofthese receivables attributed to further 
deterioration of economic conditions; and

- subsequent bad debtwriteoffof$26.6 millionagainstthe loss allowance, which includethe write-offsof 
receivables and related increased provisions explained above.

• Individually assessed provisions decreased by$3.0 million during the year, following the transfer (net of 
repayments and exits) of approximately $20.8 million of receivables into this category. This resulted in additional 
provisions of $18.3 million on individually assessed loans, driven by borrower-specific credit deterioration and 
revised valuations of underlying securities. These increases were more than offset by bad debt write-offs of $29.3 
million against the loss allowance.

Asat30 June 2026, there were $0.54 million undrawn lending commitments available to counterparties for whom drawn 
balancesareclassifiedas individually impaired (2025: $0.86 million).

Asat30 June 2026, the contractual amount outstanding on loans to customers written off during the year and are still 
subjecttoenforcementactivitywas$29.73 million (2025: $19.12 million).
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14 Operating lease vehicles

Policy
Operating lease vehicles are stated at cost less accumulated depreciation.

Operating lease vehiclesare depreciated onastraight-line basis overtheirexpected useful life afterallowingforany 
residual values. The estimated lives ofthese vehicles vary upto a maximum of five years. Vehicles held for sale are not 
depreciated but are tested for impairment.

The future minimum lease payments receivable under operating leases not laterthan one year is$4.0 million (2025: $4.2 
million), within onetofive years is$4.0 million (2025: $4.8 million) and overfive years is nil (2025: nil).

$000’s June2026 June2025
Cost
Opening balance
Additions
Disposals

24,886
8,972

(7,036)

26,191
3,416
(4,721)

Closing balance 26,822 24,886

Accumulated depreciation
Opening balance
Depreciation charge for the year
Disposals

9,325
3,106

(1,889)

7,930
3,923 

(2,528)
Closing balance 10,542 9,325

Opening net book value 15,561 18,261
Closing net book value 16,280 15,561
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15 Borrowings

Policy
Borrowings and deposits are initially recognised at fair value including incremental direct transaction costs. They are 
subsequently measured at amortised cost using the effective interest method.

The Group hedges interest rate riskon certain debt issues. When fair value hedge accounting isapplied to fixed rate 
debt issues, the carrying values are adjusted for changes in fair value related to the hedged risks.

The Group also uses repurchase agreements as a source of shortterm wholesale funding. The cash consideration 
received is recognised as a liability (Repurchase agreements) within Other borrowings.

Repurchase agreements are designated at FVTPL when they are managed as part of a trading portfolio, otherwise 
they are measured at amortised cost. The difference between the sale price and the repurchase price is recognised 
within interest expense.

$000’s June2026 June2025
Deposits
Short-term interest bearing deposits
Non-interest bearing deposits
Termdeposits

1,466,114
34,726

5,655,928

1,417,823
38,369

5,073,761
Totaldeposits 7,156,768 6,529,953

Other borrowings
Unsubordinated notes 
Subordinated notes 
Securitised borrowings 
Certificates of deposit

20,300 
163,771 
557,301
49,169

128,747
156,854
520,048

19,805
Total other borrowings 790,541 825,454
Total depositsand other borrowings 7,947,309 7,355,407
Duewithinoneyear
Due more than one year

6,829,797
1,117,512

6,244,476
1,110,931

Total depositsand other borrowings 7,947,309 7,355,407

Deposits, unsubordinated notes andcertificatesofdeposit rankequallyand are unsecured. The Depositor 
Compensation Scheme (DCS), established underthe DepositTakersAct 2023 and effective from 1 July 2025, provides 
protection foreligibledepositorsofthe Bankofupto$100,000 perdepositor, inthe unlikelyeventthe Bankfails. The 
DCS applies only to eligible deposits held with the Bank in New Zealand. Deposits held with the Australian banking 
operationsare notcovered bythe DCS butare separately protected underthe Australian Financial Claims Scheme.

Unsubordinated notes

Unsubordinated notes include long-term retail bond and medium term notes. Medium term notes are issued in 
Australian dollars (AUD) to eligible non-retail investors in compliance with applicable laws.

The Group has the following unsubordinated notes on issue at balance sheet date:

1On 7 October2025, AU$100 millionof unsubordinated notes were fully repaid priorto its maturity. Referto Note5- Other income for 
the loss incurred on early extinguishment of the borrowing.

Retail bonds and medium term notes 
$000’s

Frequency of interest 
repayment June2026 June2025 Maturity date

NZ$20million Semi-annually 20,300 20,298 27 March2028
AU$100million1 Quarterly 108,449 5Cctober2027
Total retail bonds and medium term notes 20,300 128,747
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15 Borrowings (continued)

Subordinated notes

NZD Subordinated notes

On 28April 2023, HBL, asubsidiaryofthe Group, issued$100 millionofsubordinated unsecured notes (NZD 
Subordinated notes) to New Zealand investors and certain overseas institutional investors pursuant to the terms of 
the Subordinated Unsecured Notes Deed Poll in accordance with the laws of New Zealand. NZD Subordinated notes are 
treated as Tier 2 capital under HBL regulatory capital requirements and will mature on 28 April 2033.

Interestpayable

The interest rate isafixed rate of7.51% fora period of5years until 28April 2028, afterwhich itwill resettothe quarterly 
floating rate equaltothesum oftheapplicable3-month BankBill Rate plus3.2% Issue Margin. Thequarterly payments 
of interest in respect ofthe subordinated notes are subjectto HBL being solvent atthe time of, and immediately 
followingthe interest payment.

Early Redemption

HBL maychooseto repayall orsomeofthe subordinated notesfortheirface valuetogetherwith accrued interest (if 
any) on 28 April 2028 or any interest payment date thereafter. Early redemption of all the subordinated notes for certain 
tax or regulatory events is permitted on an interest payment date. Early redemption is subject to certain conditions, 
including HBLobtaining RBNZ priorwritten approval and HBLbeing solvent atthetime.

Ranking

The claims ofthe holdersofthesubordinated notes will rank:

• behind the claims of all depositors and other creditors of HBL;
• equally with the claims of other holders of any other securities and obligations that rank equally with the 

subordinated notes and;
• ahead ofthe rightsofthe HBL'sshareholdersand holdersofanyothersecuritiesandobligationsof HBLthat rank 

behind the subordinated notes.

AUD Subordinated notes

On 28June 2024, HBA, a subsidiaryofthe Group, issued A$50 million ofsubordinated unsecured notes (AUD 
Subordinated notes) pursuanttothetermsofthe Debt Issuance Programme in accordancewiththe laws ofAustralia. 
AUDSubordinated notes are treated as Tier 2 capital under HBA regulatory capital requirements and will mature on 28 
June 2034. AUDSubordinated notes do notqualifyfortreatmentasTier2capital under HBLregulatory capital 
requirements.

Interestpayable

The interest rate isafloating rate equal tothesumoftheapplicable3-month BankBill Swap Rate plus3.7% Issue 
Margin. The quarterly payments of interest in respectofthe subordinated notesaresubjectto HBA being solvent atthe 
time of, and immediately following the interest payment.

Early Redemption

HBA mayelectto repaythe subordinated notes before 28June 2034 in partor in full attheirface value togetherwith 
accrued interest on 28 June 2029 or any interest payment date thereafter. Early redemption of all the subordinated 
notes for certain tax or regulatory events is permitted on an interest payment date. Early redemption is subject to 
certain conditions, including HBA obtaining the Australian Prudential Regulation Authority (APRA) prior written approval 
and HBA being solvent at the time.

Ranking

The claims ofthe holders ofthesubordinated notes will rank:

• behind the claims of all depositors and other creditors of HBA;
• equally with the claims of other holders of any other securities and obligations that rank equally with the 

subordinated notes and;
• aheadofthe rightsofthe HBA'sshareholdersand holdersofanyothersecuritiesandobligationsof HBAthat rank 

behind the subordinated notes.
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15 Borrowings (continued)

Securitised borrowings

The Group had the following securitised borrowings outstanding as at:

1HARWT reduced its securitisation facility limit and partially repaid its securitised borrowings following the repurchase of its securitised 
assets by HBL during the year. Refer to Note 26 - Structured entities for further details.

Securitisation facility 
$000‘s Currency

June2026
Limit Drawn

June2025
Limit Drawn Maturitydate

Heartland Auto Receivables
Warehouse Trust2018 -1
(HARWT)1 NZD
Seniors Warehouse Trust
No.2 (SWT2)2 AUD
Atlas2020-1Trust(Atlas)3 AUD

AUD NZD

- 268,000 47,688

425,000 517,914 370,594

- - 139,019

AUD NZD

- 320,000 158,640 31October2027 

260,000 280,687 230,133 08May2056

- - 131,275 24September2050
Total securitisation borrowings4 785,914 557,301 600,687 520,048

2On 4 December 2025, theAvailabilityPeriod (beingthe period during whichthe undrawn balance isavailablefor use) oftheSWT2 
facilitywas extended to 15October 2027, whilethe maturity date remained unchanged. On 21 April 2026, SWT2 increased its 
securitisation facility limit from AU$260 million to AU$425 million.
3Atlas is a closed securitisation trust due to its predefined asset composition and outstanding borrowings balance, fixed throughout its 
operational life. As such, there is no revolving orcommitted facility, theamountdrawn representsthe reported outstanding balance of 
the Atlas-issued notes.
4HARWT notes issued to investors are secured over motor vehicle loans. SWT2 and Atlas notes issued to investors are secured over 
reverse mortgage loans.

The Group actively engages facility providers in commercial negotiations including tenor extensions, increase in facility 
limits, refinancing arrangements, and other commercial terms. The Group has a track record of extending or refinancing 
funding arrangements as they fall due and does not anticipate anydifficulty in doing so when the facilities above expire.

Net debt reconciliation

The table below sets out net cash and non-cash changes in other borrowings arising from financing activities.

$000's June2026 June2025
Balance as at beginning of year

Proceeds from wholesale borrowings 
Repayment of wholesale borrowings 
Regayment of unsubordinated notes

825,454

258,364
(239,968)
(113,559)

2,040,763

424,614
(1,311,047)

(321,347)
Total cash movements (95,163) (1,207,780)

Capitalised interest and fee expense 
Fair value movements
Foreign exchange and other movements

2,039
(484)

58,695

(3,354)
3,470

(7,645)
Total non-cash movements 60,250 (7,529)

Balance as at the end of year 790,541 825,454
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16 Share capital and dividends

Policy
Ordinary shares are classified as equity, incremental costs directly attributable to the issue of ordinary shares and 
share options are recognised as a deduction from equity, net of any tax effect.

000’s

June2026
Numberof

Shares

June2025
Numberof

Shares
Issuedshares
Opening balance
Shares issued - dividend reinvestment plan

940,100
5,107

930,561
9,539

Closing balance 945,207 940,100

HGH issued 2,443,526 newshares at $0.93 pershare ($2.3 million) on 12 September2025and 2,663,608 newshares at 
$1.25 per share ($3.3 million) on 20 March 2026 underthe dividend reinvestment plan (DRP) fortheyear (2025: 
6,857,950 newsharesat$1.04 per share ($7.1 million) on 20 September2024 and 2,680,562 sharesat$0.81 per share 
($2.2 million) on 21 March 2025 underthe DRPforthe year). At30June 2026, HGH held 459,070 ofthe ordinarysharesof 
HGH (30 June 2025: 459,070 ordinary shares). These shares are classified as treasury shares and are recognised as a 
deduction from equity.

The ordinary shares have no par value. Each ordinary share of HGH carriesthe rightto vote on a poll at meetingsof 
shareholders, the righttoanequal share in dividendsandthe righttoanequal share inthe distribution ofthe surplus 
assets of HGH in the event of liquidation.

Dividends paid

June2026 June2025

$000'sDate Declared
Cents

PerShare $000's Date Declared
Cents

PerShare
Final dividend 20August2025 2.0 18,802 28August2024 3.0 27,918
Interimdividend 25 February 2026 3.5 32,987 26February2025 2.0 18,747
Total dividends paid 51,789 46,665
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17 Otherreserves

’The movement in FCTR is primarily driven by the depreciation of the NZD against the AUD on translation of the Group's Australian 
operations.

$000’s |

Employee
Benefit

Reserve

Foreign 
Currency 

Translation 
Reserve 

(FCTR)
FairValue

Reserve

Cash Flow
Hedge 

Reserve Total
June2026

Balance as at 30 June 2025 721 (13,570) (6,459) (9,474) (28,782)
Movements attributable to net investments in 
foreign operations1 - 64,021 - - 64,021

Net movements attributable to changes in fair 
value of debt investments at FVOCI - - 493 - 493

Movements attributable to cash flow hedges - - - 7,756 7,756
Movements attributable to changes in fair value 
of equity investments at FVOCI - - (1) - (1)

Income tax effect - - (180) (2,186) (2,366)
Total other comprehensive income net of 
incometax - 64,021 312 5,570 69,903

Share based payments2 787 - - - 787
Transfer on disposal of equity investments at 
FVOCI - - 6,052 - 6,052

Balanceasat30June2026 1 1,508 50,451 (95) (3,904) 47,960

June2025

Balance as at 30 June 2024 - (6,665) (6,205) 4,374 (8,496)
Movements attributable to net investments in 
foreign operations - (6,905) - - (6,905)

Movements attributable to changes in fair value 
of debt investments at FVOCI - - 2,143 - 2,143

Movements attributable to cash flow hedges - - - (17,041) (17,041)
Movements attributable to changes in fair value 
of equity investments at FVOCI - - (1,805) - (1,805)

Income tax effect - - (592) 3,193 2,601
Totalothercomprehensive (loss) netof 
incometax - (6,905) (254) (13,848) (21,007)

Share based payments2 721 721
Balance as at 30 June 2025 721 (13,570) (6,459) (9,474) (28,782)

2Refer to Note 27 - Staff share ownership arrangements for further details.
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17 Other reserves (continued)

Employee benefit reserve

Includes amounts which arise on the recognition ofthe Group's equity-settled share-based compensation.

FCTR

Exchange differences arising on translation ofthe Group's foreign operations are accumulated in the Foreign currency 
translation reserve and recognised in other comprehensive income. The cumulative amount is reclassified to profit or 
loss when a foreign operation is disposed of.

Fair value reserve

This includes unrealised fair value gain/(loss) on debt and equity investments measured at FVOCI and fair value hedge 
adjustments on certain such debt investments, net of any related fair value hedge adjustments and tax.

Where a debt investment is disposed of and related fair value changes previously recorded in equity are reclassified to 
profitorloss.

Where an equity investment is disposed of, related fair value changes are transferred directly to retained earnings.

Cash flow hedge reserve

This includes fairvalue gainsand losses associated withthe effective portion ofthedesignated cash flow hedging 
instruments, netoftax.

Where a swap that was previously subject to hedge designation is terminated early and the Group continues to hold the 
hedge items, any unamortised effective portion of the hedge adjustment is reclassified to profit or loss over the 
remaining termofthe related hedged item.
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18 Other balance sheet items

Policy
Property, plantand equipmentarestated atcostlessaccumulateddepreciationand impairment (ifany). Depreciation 
iscalculated onastraight line Pasistowrite offthe net costor revalued amount of each asset over its expected lifeto 
its estimated residual value.

2This balance includesadairyfarm thatwassubsequentlysold on 14-July 2026. No impairment was recognised in respectofthissale.

’The increase in prepayments reflects continued investment in technology uplift initiatives aimed at simplifying and automating 
processes, introducing newdigital capabilities and supporting future growth.

$000’s June2026 June2025
Other assets
Trade receivables 1,145 9
GST receivables 2,201 8,541
Prepayments1 21,765 9,412
Property, plantandequipment 6,503 21,713
Assets held for sale2 7,513 -
Other receivables 9,899 5,274
Totalotherassets 49,026 44,949

Policy
Intangibleassets
Intangible assets with finite useful lives
Software acquired or internally developed by the Group is stated at cost less accumulated amortisation and any 
accumulated impairment losses. Expenditure on software assets is capitalised only when it increases the future 
economicvalue ofthat asset. Certain internal and external costsdirectly incurred in acquiring anddeveloping 
software are capitalised when specific criteria are met. Costs incurred on planning or evaluating software proposals 
during the research phase or on maintaining systems after implementation are not capitalised. Amortisation of 
software isonastraight-line basis, at rateswhichwill write offthe cost overtheassets’ estimated useful lives. The 
expected useful life ofthe software varies upto ten years.

Software-as-a-Service (SaaS) arrangements
SaaS arrangements are service agreements that grant the Groupthe right to access the cloud provider’s application 
software overthe contract period.

The Groupcapitalises costs incurred in configuring or customising certain suppliers’ application software within 
specific cloud computing arrangements as intangible assets as the Group considers that it would benefit from those 
costs to implement the cloud-based software overthe expected terms ofthe cloud computing arrangements. 
However, suchcapitalisation occursonly iftheactivities result in creating an intangible assetthatthe Group has 
control over and meets the necessary recognition criteria. Costs that do not meet the criteria for capitalisation as 
intangible assets are expensed as incurred unless they are paid to the suppliers (or subcontractors of the supplier) of 
the cloud-based software to significantly customise the cloud-based software for the Group (i.e., such services are 
notdistinctfromtheGroup’s rightto receiveaccesstothe supplier’scloud-basedsoftware). Inthe lattercase, the 
upfront costs are recorded as prepayments for services and amortised over the expected terms of the cloud 
computing arrangements.

Goodwill
Goodwill arisingonacquisition representstheexcessofthecostofthe acquisition overtheGroup’s interest inthefair 
value ofthe identifiable net assets acquired. Goodwillthat hasan indefinite useful life is notsubjecttoamortisation 
and is tested for impairment annually. Goodwill is carried at cost less accumulated impairment losses.
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18 Other balance sheet items (continued)

$000’s June2026 June2025
Computer software
Software - cost
Software under development
Accumulated amortisation

79,890
606

(44,622)

77,360
1,823

(33,181)
Net carrying value of computer software 35,874 46,002

Goodwill 227,359 204,819
Net carrying value of goodwill 227,359 204,819

Banking licence 14,401 14,401
Total intangible assets 277,634 265,222

Banking Licence
Cn30 April 2024 Heartland Group Holdings Limited acquired 100% of the shares of HBA, holder of a full Australian 
Authorised Deposit-Taking Institution (ADI) Licence. HGH and HBAjointlyappliedtoAPRAforapprovaltoexpandthe 
range of products HBA offers and to amend HBA’s APRA approved business plan to integrate with HGH’s existing 
Australian based financial services business.

Costs directly attributable to the licence application have been recognised as a Banking Licence intangible asset as the 
Banking Licence will have an indefinite life with no foreseeable limit to the period over which the asset will generate 
benefits for the business.

Goodwill
Forthe purposes of impairment testing, goodwill isallocatedtocash generating units.ACash Generating Unit (CGU) is 
the smallest identifiable group of assets that generate independent cash inflows. The Group has assessed that goodwill 
should be allocated to the smallest identifiable CGU or group of CGUs as follows:

CGU Goodwill
$000’s June2026 June2025
Heartland Bank Limited 29,799 29,799
Heartland BankAustralia Limited 197,560 175,020
Total goodwill 227,359 204,819

Impairment testing of goodwill

Further information aboutgoodwill impairment tests performed forCGUs orgroupofCGU's is provided below.

Heartland Bank Limited - $29.8 million

The recoverable amountoftheCGU wasdeterminedonavalue in use (VIU) basis usingadiscountedcashflow 
methodology. The model uses a four-year cash flow forecast based on the latest budget approved by the Board and 
extended out based on long term growth rates. The long-term growth rate applied to the future cash flows after year 
fouroftheforecastwas 2.5%, anda post-tax discount rate of 12.5%for HBLwas applied which reflects both past 
experience and external sources of information. An impairment would only arise where the discount rate exceeds 14.0% 
andtheterminal growth ratefallsto 1.0%or belowconcurrently. Alternatively, goodwill may be impaired if projected 
cash flowsfortheterminal period are reduced byat Ieast35%. Both scenariosare considered highlyunlikely.

Heartland BankAustralia - $197.6 million

The recoverable amount ofthe CGU was determined on a VIU basis using a discounted cash flow methodology. The 
model usesafive-yearcash flow forecast based onthe latestthree-year budgetapproved bythe Board and extended 
out based on long-termgrowth rates. The long-termgrowth rate applied tothefuture cash flows afteryearfive ofthe 
forecastwas3.0%, anda post-tax discountrateof12.5%forHBAwasappliedwhich reflects both pastexperienceand 
external sources of information. An impairment would only arise where the discount rate exceeds 13.0% and the 
terminal growth rate falls below zero concurrently. Alternatively, goodwill may be impaired if projected cash flows forthe 
terminal period are reduced by approximately 20%. Both scenarios are considered highly unlikely.

No impairment losses have been recognised againstthecarrying amount ofgoodwill fortheyearended30 June 2026 
(2025:nil).
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18 Other balance sheet items (continued)

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

Commissions
TheGroup pays commissions to brokers, distributorsand dealers (Intermediaries) typicallyfortheireffortto bring in 
new loan business for certain loan products. Commissions are typically payable upon successful loan originations, 
butcould be contingently payable in subsequent periodssubjecttocertain conditions (e.g., increase in drawdown). 
Unless the Intermediaries render distinct services subsequent to loan origination, the Group recognises such 
commissions upon success ofthe loan applications (Trail Commissions).Anyupfront commissions 
payable are measured on an undiscounted basis.

Trail commission liabilities relating to reverse mortgages aredesignated at fair value through profit or loss 
and representthe present value of expected future commission payments payable to Intermediaries in relation to 
successful loan applications. The liability is based on cash outflows estimatedover the anticipated life of the 
underlying loans (affected by factors such as voluntary discharge rates, mortality rates and average interest rate) 
and discounted using an appropriate rate atinitial recognition. Subsequent changes in inputs and assumptions will 
be recognised through profit or loss.

$000’s June2026 June2025
Trade and other payables
Trade and other payables 21,449 16,636
Insurance liability 543 556
Employee benefits 19,371 16,949
Othertax payables 1,980 2,479
Government levies 1,867 -
Commission payable 20,229 -
Total trade and other payables 65,439 36,620
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18 Other balance sheet items (continued)

Policy
Leases
The Group leases office space, car parks, equipment and cars. Rental contracts are typically made for fixed periods 
but may have extension options. Lease terms are negotiated on an individual basis and contain a wide range of 
differenttermsand conditions.

In determining the lease term, all facts and circumstances that create an economic incentive to exercise an 
extension option are considered. Extension optionsare only included inthe lease term ifthe lease is reasonably 
certain to be extended.

Lease liabilitiesare measured atthe present value ofthe remaining lease paymentsand discounted usingthe 
Group's incremental borrowing rate (IBR).Carryingamountsare remeasured onlyupon reassessmentsand lease 
modifications.

Right-of-use assets are depreciated at the shorter of lease term or the Group’s depreciation policy for that asset 
class.

$000’s June2026 June2025
Right-of-use assets
Balance at beginning of year 12,223 15,519
Depreciation charge fortheyear, includedwithin depreciation expense inthe income 
statement (3,635) (3,703)

Additions to right-of-use assets 3,482 407
Total right-of-use assets 12,070 12,223

Lease liability
Current 3,767 3,542
Non-current 10,486 10,848
Total lease liability 14,253 14,390
Interest expense relating to lease liability 825 569
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19 Related party transactions and balances

Policy
A person orentity isa related partyunderthe following circumstances:

(a) A person oraclose memberofthat person'sfamily ifthat person:
(i) has control or joint control over HGH;
(ii) has significant influence over HGH; or
(iii) isamemberofthe key management personnel ofHGH.

(b) An entity is relatedto HGH ifanyofthe followingconditionsapplies:
(i) the entityand HGH are membersofthesamegroup;
(ii) one entity is an associate or joint venture of the other entity;
(iii) both entities are joint ventures ofthe same third party;
(iv) one entity is a joint venture ofathird entity and the other entity is an associate ofthe third entity;
(v) the entity has a post-employment benefit plan for the benefit of employees of either HGHoran entity 

related toHGH.
(vi) the entity iscontrolled, orjointlycontrolled bya person identified in (a); and
(vii) a person identified in (a)(i) hassignificant influenceoverthe entityor isa memberofthe key management 

personnel of entity (or of a parent of the entity).

(a) Transactions with key management personnel

Key management personnel (KMP), arethosewho, directlyorindirectly, haveauthorityand responsibilityforplanning, 
directingandcontrollingtheactivitiesoftheGroup.This includesall Executivesand Directors.

KMP and their related parties receive personal banking and financial investment services from the Group in the ordinary 
course of business. The terms and conditions, for example interest rates and collateral, and the risks to the Group are 
comparabletotransactionswith otheremployeesand did not involve morethanthe normal riskof repaymentor present 
other unfavourable features.

All othertransactions with KMPs and their related parties are conducted in the ordinary course of business on 
commercial terms and conditions.

’These transactions and balances include those with key management personnel, their close family members, and/or entities 
controlled/jointlycontrolled bythem.
2Post-employment benefits and termination benefits during the year ended 30 June 2025 are retirement and disestablishment 
payments to certain key management personnel.

$000’s June2026 June2025
Transactionswith key management personnel1
Interest income 1 —
Interest expense (A) (15)
Total transactions with key management personnel __________ (51 (15)

Key management personnel compensation
Short-term employee benefits (2,730) (3,043)
Post-employment benefits2 (23) (4,106)
Other long-term benefits - (198)
Termination benefits2 - (1,875)
Share-based plan benefit (154) (400)
Total key management personnel compensation (2,907) (9,622)

Duefrom/(to) key management personnel1
Lending 12 -
Borrowings - deposits (96) (145)
Total due to key management personnel (84) (145)
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19 Related party transactions and balances (continued)

(b) Transactionswith related parties

HGH isthe ultimate parentcompanyofthe Group.

Entities withinthe Group have regular transactions with each other on agreed terms. The transactions include the 
provision ofadministrative services andcustomeroperations. Banking facilitiesare provided by HBLtootherGroup 
entities on normal commercial terms as with other customers. There is no lending from subsidiaries within the Group to 
HGH.

Related party transactions between the Group members eliminate on consolidation. Related party transactions outside 
ofthe Groupare as follows:

$000’s June2026 June2025
HeartlandTrust (HT)
Donationsto HT from:

HARWT
HBL

Payment to HT by HBL for providing services
Dividends paid by HGH

5 3
181 5
10 10

358 325

HT held 6,504,266 shares in HGH (2025: 6,504,266 shares).

The Trustees of HT and certain employees ofthe Group provide theirtime and skills tothe oversight and operation of HT 
at no charge.
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20 Fair value

Policy
Fair value istheamountthatwould be received to sell an assetor paidtotransferaliability in an orderly transaction 
between market participants atthe measurement date.

On initial recognition, thetransaction price generally representsthe fairvalueofthe financial instrument, unlessthere 
is observable information from an active market that provides a more appropriate fair value.

The fair values of financial assets and financial liabilities that are traded in active markets are based on quoted market 
prices or dealer price quotations. For all other financial instruments, the Group determines fair value using other 
valuation techniques.

The Group measuresfairvalues usingthe following fair value hierarchy, which reflectsthe observability ofthe inputs 
used in measuring fair value:

Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - Inputsotherthan quoted prices included within Level 1 thatare observableforthe assetor liability, either 
directly (that is, as prices) or indirectly (derived from prices).

Level 3 - Inputs forthe assetor liabilitythatare not based on observable market data (unobservable inputs).

The Group recognisestransfers between levelsofthe fairvalue hierarchy as atthe end ofthe reporting period during 
which the change has occurred.

(a) Financial instruments measured at fair value

The following methods and assumptions were used to estimate the fair value of each class of financial asset and liability 
measured atfairvalueon a recurring basis inthe statement of financial position.

The Group has an established framework in performing valuations required for financial reporting purposes including 
Level 3 fair values. The Group regularly reviews and calibrates significant unobservable inputs and valuation 
adjustments in accordance with market participants’ views. If external valuation specialists are engaged to measure fair 
values, the Groupassesses the evidence obtained from these specialists to support the conclusion ofthese valuations. 
All significant valuationsare reported totheGroup's Board Auditand RiskCommitteeforapproval priorto its adoption in 
the financial statements.

Investments in debt securities

Investments in public sector securities and corporate bonds are stated at FVOCI or FVTPL, with the fair value being 
based on quoted market prices (Level 1 underthe fair value hierarchy) or modelled using observable market inputs 
(Level 2 underthe fair value hierarchy). Referto Note 11 - Investments for more details.

Investments valued under Level 2 ofthe fairvalue hierarchyarevalued either basedonquoted market pricesordealer 
quotes for similar instruments, or discounted cash flow analysis.

Investments in equity securities

Investments in equity securities where the Groupdoes not have control, joint control or significant influence are 
classified at FVTPL. However, wheresuch securitiesare not held fortrading, theGroupcould make an irrevocable 
election to measure them at FVOCI. Any unrealised gain or loss on an instrument under such election is recorded in 
othercomprehensive income.

Investments in listed securities traded in liquid, active markets where prices are readily observable are measured under 
Level 1 ofthe fairvalue hierarchywith no modelling orassumptions used inthe valuation. Investments in unlisted 
securitiesare measured under Level 3 ofthefairvalue hierarchywiththefairvalue being basedon unobservable inputs 
using market accepted valuation techniques. Where appropriate, the Group may apply adjustments to the above­
mentioned techniques to determine the fair value of a security to reflect the underlying characteristics. These 
adjustments are reflective of market participant considerations in valuing the said security.

P. 52 pwc



20 Fair value (continued)

(a) Financial instruments measured at fair value (continued)

Finance receivables - reverse mortgages

The Groupclassifiesand measuresthe reverse mortgage portfolioat FVTPLunder NZ IFRS 9 asthe review ofthe reverse 
mortgage portfoliovaluationdeterminedthatthetermsandconditionsofthese loancontractsdonotcontaina 
component ofsignificant insurance risk.

The contractualterms of reverse mortgage loansdo not give rise to cash flowsthatare solely payments ofprincipal and 
interestonthe principal amount outstanding (SPPI). In particular:

• the borrower is not required to make regular repayments, with contractual cash flows only arising upon cessation of 
occupancy or voluntary repayment, meaning the timing and amount of cash flows are not fixed or determinable; and

• the loans include features such as a no negative equity guarantee and equity protection options, which expose the 
Group to risks beyond basic lending risks and result in contractual cash flows that may not represent solely principal 
and interest.

As the SPPI criterion is not met, the Groupclassifies these loans as measured at fair value through profit or loss

There are various factors affecting the fair value of reverse mortgages in addition to the initial capital advanced amount, 
forexample, mortalityand needsofthe borrowers, change in house price, etc. In prioryears, theGroupconsideredthe 
initial cashadvanced amount to representthe fairvalue ofthe loan at initial recognition. This isonthe basisthatthe 
termsentered intowith borrowers areat market, andthere is noother relevant active marketthatthe Groupcould refer 
to establish a more reliable initial carrying value.

When measuringthefairvaluesubsequently, ateach balance date, theGroupusesan actuarial method inan attemptto 
determinea proxyforthefairvaluethat incorporates changes inthe portfolio riskandexpectations ofthe portfolio 
performance. This includes inputs such as mortality and potential move into care, voluntary exits, house price changes, 
interest rate margins, and the no negative equity guarantee. This estimated proxy is highly subjective and a wide range 
of plausible values are possible. Inthis regard, the Group compares this proxy and the carrying value and examines 
whetherthe lattervalue has moved outsidethe original rangeofexpectations.

Generally, the fair value is not sensitive to the above assumptions due to the nature of reverse mortgage loans. In 
particular, given conservative origination loan-to-value ratioandsecurity criteria, a material deterioration in house 
prices combined with a material increase in interest rates overasustained period oftime would likely need to occur 
before any potential impact to fair value.

On this basis, the Group subsequently measures the loans at its initial recognised amount and capitalised interest.

Changes in accounting estimates

The Group continues to reassess the existence of a relevant active market and movements in expectations on an 
ongoing basis. Following the recent observations of market participants' views on how to price reverse mortgages, from 
1 January 2026, the Groupevaluates the fair value of its reverse mortgages by further incorporating the origination 
premium (by referenceto its upfrontandtrail commissions payableto brokers).Onthis basis, all newlyoriginated 
reverse mortgages are measured at initial cash advanced and origination premium at initial recognition. The origination 
premiumelement is re-evaluated subsequently by referencetothe estimatedchurn ofthe borrowers. Thischange in 
estimate is applied prospectively.

The impactofthischange in estimate is set out below:

• increase in Finance receivables - reverse mortgages of $28.2 million;
• increase inTradeand other payablesof$20.2 million (Note 18 - Other balance sheet items);
• increase in fair value gain in Other income of $6.9 million (Note 5 - Other income);
• decrease in Interest income of $2.4 million (Note 3 - Net interest income); and
• decrease inOperatingexpensesof$3.5 million (Note 6-Operatingexpenses).

Derivative financial instruments

Derivative financial instruments are recognised inthe financial statements at fairvalue. Fairvalues are determined from 
observable market prices as atthe reporting date, discounted cash flow modelsoroption pricing modelsasappropriate 
(Level 2 underthefair value hierarchy).
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20 Fair value (continued)

(a) Financial instruments measured at fair value (continued)

The following table analyses financial instruments measured at fair value at the reporting date by the level in the fair 
value hierarchy into which each fair value measurement is categorised. The amounts are based on the values 
recognised in the statement of financial position.

There were notransfers between levels inthefairvalue hierarchy intheyearended30June 2026 (2025: nil).

$000’s Level 1 Level 2 Level 3 Total
June2026
Assets
Investments 765,879 49,229 5,192 820,300
Derivativefinancial instruments - 5,034 - 5,034
Finance receivables - reverse mortgages - - 4,358,190 4,358,190
Total financial assets measured at fair value 765,879 54,263 4,363,382 5,183,524
Liabilities
Derivativefinancial instruments - 10,966 - 10,966
Commission payable - reverse mortgages - - 20,229 20,229
Total financial liabilities measured at fair value - 10,966 20,229 31,195
June2025
Assets
Investments 783,272 - 6,772 790,044
Derivativefinancial instruments - 4,792 - 4,792
Finance receivables - reverse mortgages - - 3,370,949 3,370,949
Total financial assets measured at fair value 783,272 4,792 3,377,721 4,165,785

Liabilities
Derivativefinancial instruments - 20,660 - 20,660
Total financial liabilities measured at fair value — 20,660 — 20,660

The movement in Level 3 assets measured at fair value are below:

Finance Receivables 
$000's- Reverse Mortgages Investments Total
June20261
As at30June2025 3,370,949 6,772 3,377,721
New loans 921,488 - 921,488
Repayments (598,605) - (598,605)
Capitalised interest and fees 339,646 - 339,646
Sale of investments - (2,222) (2,222)
Fairvalue gain/(loss)2 28,234 (16) 28,218
Foreign exchange gain on translation 296,478 658 297,136
Asat30June2026 [ 4,358,190 5,192 4,363,382

June2025
As at30June2024 2,897,818 9,432 2,907,250
New loans 643,735 - 643,735
Repayments (424,626) - (424,626)
Capitalised interest and fees 283,600 - 283,600
Purchase of investments - 251 251
Fair value (loss) - (2,805) (2,805)
Foreign exchange (loss) on translation (29,578) (106) (29,684)
As at30June2025 3,370,949 6,772 3,377,721
1lnadditiontothe movement in Level 3 assetsdescribed above, the Group recognisedatrail commission payableasafinancial liability 
measured at fair value within Level 3 of the fair value hierarchy. This liability originated during the period as a result of the change in 
accounting estimate. Refer to the change in accounting estimate section within this note for further details.
2The fair value gain on reverse mortgages during the year includes $8 million of upfront and $20 million oftrail commissions.
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20 Fair value (continued)

(b) Financial instruments not measured at fair value

The followingassetsand liabilities oftheGroupare not measured at fairvalue inthestatement of financial position.

Cash and cash equivalents

Cash and cash equivalents are measured at amortised cost and their carrying value is considered equivalent to theirfair 
value due to theirshort term nature.

Finance receivables measured at amortised cost

The fair value of the Group's finance receivables is calculated using a valuation technique which assumes the Group's 
current weighted average lending rates for loans of a similar nature and term.

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.

Borrowings

The fair value of deposits, bank borrowings and other borrowings is the present value of future cash flows and is based 
onthe current market interest rates payable bythe Groupfordebtofsimilar maturities.

Other financial assets and financial liabilities

The fairvalueofall otherfinancial instruments isconsidered equivalenttotheircarrying valuedue totheirshort-term 
nature.

The following table sets out financial instruments not measured at fair value where the carrying value does not 
approximate fair value, compares theircarrying value against theirfairvalue and analyses them by level in the fair value 
hierarchy.

$000’s
FairValue
Hierarchy

June2026

Total Fair
Value

Total
Carrying

Value
FairValue
Hierarchy

June2025

Total Fair
Value

Total
Carrying

Value
Assets
Finance receivables measured at 
amortised cost Level 3 3,565,490 3,418,184 Level 3 3,823,238 3,711,450
Total financial assets 3,565,490 3,418,184 3,823,238 3,711,450

Liabilities
Deposits
Other borrowings

Level 2
Level 2

7,162,135
796,262

7,156,768
790,541

Level 2
Level 2

6,554,765
831,035

6,529,953
825,454

Total financial liabilities 7,958,397 7,947,309 7,385,800 7,355,407
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20 Fair value (continued)

(c) Classificationoffinancial instruments

The following tables summarise the categories of financial instruments and the carrying value of all financial 
instruments ofthe Group:

$000’s
FVOCI Equity FVOCI Debt

Securities FVTPL Amortised
Cost

Total
Carrying

Value
June2026

Assets
Cash and cash equivalents - - - 385,268 385,268
Collateral paid - - - 5,129 5,129
Investments 5,192 815,108 - - 820,300
Finance receivables measured atamortised
cost - - - 3,418,184 3,418,184

Finance receivables - reverse mortgages - - 4,358,190 - 4,358,190
Derivativefinancial instruments - - 5,034 - 5,034
Other financial assets - - - 11,044 11,044
Total financial assets 5,192 815,108 4,363,224 3,819,625 9,003,149

Liabilities
Deposits - - - 7,156,768 7,156,768
Other borrowings - - - 790,541 790,541
Derivative financial instruments - - 10,966 - 10,966
Otherfinancial liabilities - - 20,229 21,459 41,688
Total financial liabilities - - 31,195 7,968,768 7,999,963
June2025

Assets
Cash and cash equivalents - - - 356,229 356,229
Collateral paid - - - 14,239 14,239
Investments 5,664 775,229 9,151 - 790,044
Finance receivables measured atamortised
cost - - - 3,711,450 3,711,450

Finance receivables - reverse mortgages - - 3,370,949 - 3,370,949
Derivativefinancial instruments - - 4,792 - 4,792
Other financial assets - - - 5,283 5,283
Total financial assets 5,664 775,229 3,384,892 4,087,201 8,252,986

Liabilities
Deposits - - - 6,529,953 6,529,953
Other borrowings - - - 825,454 825,454
Derivative financial instruments - - 20,660 - 20,660
Otherfinancial liabilities - - - 14,983 14,983
Total financial liabilities - - 20,660 7,370,390 7,391,050
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RiskManagement
21 Enterprise risk management program

The boardofdirectors (theBoard) setsand monitorstheGroup's riskappetiteacrossthe material riskdomains. 
Financial and non-financial risks parametersare determined by the Board and arethen cascadedto managementwho 
are responsible for ensuring appropriate structures, policies, procedures and information systems are in place to 
actively managethese riskdomains, as outlined withinthe Risk Management strategy (RMS).

The RMS describes the strategy and provides guidance for implementing a consistent and efficient approach to identify, 
evaluate and respond tothe key risksthat adverselyaffect Heartland Bankand ensure compliance towards its 
regulatory bodies. Heartland Bank Australia has a separate, but aligned, Risk Management Strategy that is adapted for 
the business context of Australia and prudential requirements of APRA.

Roleofthe Board andthe Board Audit and RiskCommittee

The role ofthe Board is to provide leadershipand strategicguidance forthe Groupand its subsidiaries, effective 
oversight oftheGroup’s management, and effective oversightof HBLand HBA. The Board may delegate some 
governance responsibilitytothe Board Audit RiskCommittee.

Board Audit and RiskCommittee (BARC)

The BARC isappointed bythe Board made upof non-executive directors, the majority ofwhomare independent, andat 
leastonesuch independent director must be a memberofthe Chartered Accountants of Australiaand New Zealand or 
who has another recognised form of accounting or financial expertise set out in NZX’s Governance Guidance Note. The 
BARC may have inattendancethe HGH CEO, HBLChief Financial Officer (HBLCFO), HBL Financial Controller, the HBL 
ChiefRiskOfficer(CRO) , the Head of Internal Audit, andthe external auditor, as it considers necessary. The Boards of 
HBLand HBA (and/orany Board RiskCommitteeestablished bythem) are responsible foroversightofthe risks 
associated with those entities, with the BARC monitoring material, emerging and strategic risks for HGH and its 
subsidiaries.

The role ofthe BARC isto monitorand provide assurance tothe Board onthe formulation and implementation ofthe risk 
appetite along with any other material, emerging, or strategic risks that are relevant to the Groupand its subsidiaries. 
BARC isalso responsible forthe integrity of financial reporting andapplication of accounting policiesand providing 
oversight ofthe internal audit functionandexternal audit process. The Board and BARC are responsiblefor:

• Reviewing financial reporting and application ofaccounting policiesas partofthe internal control and risk 
assessment framework.

• Monitoring the identification, evaluation and management of all significant risks throughthe Group. This work is 
supported byan internal audit programme, which providesan independent assessment ofthedesign, adequacy 
and effectiveness of internal controls. The BARC receives regular reports from internal audit;

• Advisingthe Boardontheformulationofthe Board's RiskAppetiteStatement;
• Reviewing any reports, policies, standards, other riskdocuments or matters, or minutes which have been prepared 

byorinrespectof HGHortheBARC;and
• Monitoring material, emergingand strategic risksforthe Group and itssubsidiaries.

Internal Audit

The Internal Audit function for New Zealand is maintained within HBL and made available to HGH, while HBA has its own 
Internal Audit function. Internal Audit is allowed full, free, and unfettered access toanyand all oftheorganisation’s 
records, personnel, and physical propertiesdeemed necessaryto accomplish itsactivities.The InternalAuditfunctions 
and other assurance roles have unfettered access tothe Group's Boards as required.

The objective oftheGroup’s Internal Audit functions isto provide independent, objective assurance overthe internal 
riskcontrolframeworkand compliance with policies. In certain circumstances, InternalAuditwill provide riskandcontrol 
advice to Management provided the workdoes not impede the independence ofthe Internal Audit functions.

The functions assist the Group in accomplishing its objectives by bringing a systematic and disciplined approach to 
evaluate and improve the effectiveness of risk management, control, and governance processes.

The HGH BARC and the HBA BAC each reviews the respective annual internal audit plan, which is developed in 
consultation with Management. A regularcycle of review is implemented to coverall areas ofthe business, focused on 
assessment, management, and control of risks identified. The audit plan considers a cyclical review of various business 
units and operational areas, as well as identified areas of higher identified risk. The audit methodology is designed to 
meetthe International Standardsforthe Professional Practice oflnternal AuditingofThe Institute of Internal Auditors.
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21 Enterprise risk management program (continued)

GroupAssetand Liability committee (GALCO)

The GALCO isa management committee consisting of membersfrom HBLand HBAwhich informs andsupportstheHGH 
BARC by providing consolidated oversight of risksofthe BankingGroup'sassets and liabilities across both HBLand HBA 
in relationto market risk, liquidity risk, balancesheetstructureandcapital managementthrough:

• Ensuring compliance ofthe Banking Group's risklimitsand governance requirements;
• Ensuring robustgovernanceover HBA’sandthe NewZealand BankingGroup’s 12-monthfunding plansand 

alignmentwiththe Banking Group's strategicfunding plan;
• Recommendingfinancial risk management policiesforapproval and changestofinancial risktolerancesto BARC 

andthe Board;
• Developing the Banking Group’s Contingency Funding Plan (CFP) and review of HBA’s CFP;
• Setting the strategic direction for asset and liability management, to be reflected in the asset and liability 

management policy;
• Monitoring, assessing and proactively reacting to trends in the economy, interest rates, and foreign exchange rates 

to limit any potential adverse impact on earnings; and
• Developing and recommending the Banking Group hedging strategy.

Executive RiskCommittee (ERC)

The ERC is responsible forthe managementofthe riskprofilesand riskappetitesfor HBLand itssubsidiaries, including 
regulatory oversightand conduct riskwithinthe Banking Group. A key responsibility ofthe ERC isto monitorthe 
effective implementation ofthe HGH and HBLRMS. ERC assiststhe BARC in itsdutiesthrough providing information, 
reporting orotherforms ofassistance. The ERC has responsibilityforoverseeingthe internal control environmentto 
ensurethat residual riskisconsistentwiththe Banking Group's riskappetite.

The ERCapprovedtheestablishmentofthe ProductGovernance Committee (PGC) who is responsibleforoverseeing 
and guiding the development, management and optimisation of HBL’s product offerings and pricing strategies. This 
includes overseeing the development and launch of new product offerings and the positioning of existing products in 
the market.

Members ofthe PGC includea minimum oftwodirect reportstothe HBLCEOand meetingsare held not lessthanfour 
times per calendar year. The ERC monitors and ensures that the PGC’s purpose, responsibilities, and performance 
remain appropriate.

Three lines of defence model

Toensure appropriate responsibility is allocatedforthe management, reportingandescalation ofoperational and 
compliance risk, theGroupoperatesa“three lines of defence” model which outlines principles forthe roles, 
responsibilities and accountabilities for operational and compliance risk management:

• The first line of defence are staff inall business units and support functions, including distribution, first line credit, 
operations, finance, treasuryandtechnology, whoownthe risks andcontrols relevanttotheirarea. Thesestaffare 
responsible for the self-assessment ofthe risks and controls that exist within their business unit. The executive 
and senior business management mustensurethat riskownership is clearlydefined andthatthe RMS iseffectively 
implemented.

• The second line of defence is the risk management and compliance functions which have responsibility for 
managing enterprise riskoverall. The second line provides governance oversight, support, riskand control self­
assessments (RCSA).targeted independentassuranceandchallengeto Line 1 on riskand compliancesubject 
matter. The Line 2 riskand compliance teamsare resourced withadequatelyskilled staff withthe technical 
knowledgeand experience to implementor reviewthe RMSand to report independently tothe Board Committees. 
Line 2 do not own the underlying risks, nor do they make business decisions about risk management.

• Thethird line ofdefence provides independentassuranceonthe design and effectivenessofthe riskframeworks, 
the effectiveness ofthe firstandsecond lines ofdefence, andthe effectiveness oftheGroup's policies, 
procedures, and systems. Line 3 Assurance incorporates the internal audit function and extends to any other 
independent review activities.

Material risks

The Group categorises its material risks as financial and non-financial, reflecting its overarching approach to risk 
management. Financial risks comprise strategy risk, capital risk, credit risk, liquidity risk, funding risk, and market risks. 
Non-financial risks are operational in nature and include business management risk, resilience risk, systems & cyber 
security risk, compliance risk, conduct riskand people risk.
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21 Enterprise risk management program (continued)

Financial risks

Strategyrisk

The riskoffailureto meet financial performance levels, targets, and marketexpectationswiththe potential for 
reputational damage, financial loss, increasedcostofcapitaland possibly reducedabilityto raise capital.

Capital risk

The riskoffailing to meetor maintain regulatorycapital limits, qualityofcapital requirements orasatisfactoryexternal 
credit rating, which impactstheabilitytoabsorb business shocks and raise capital.

Creditrisk

The riskthata borrowerfailstofulfiltheirobligationswhentheyfall due. The riskincludes lost principal and interest, 
disruptiontocash flows, and increasedcollectioncostswith flowon impactsto profitability. Credit riskalso 
encompassesthe riskofcredit migration, i.e. credit ratingsdowngradesandthe decline in value ofcollateral charged as 
securityagainst lending. Ata portfolio level, credit riskincludes concentration riskarising from interdependencies 
betweencustomers, andconcentrationsofexposurestogeographical regions, customergroups, industrysectors, 
significant exposuresto individual borrowersand product/portfoliotypes. Referto Note 22 - Credit riskexposure for 
furtherdetails.

Liquidityrisk

The riskthat Heartland is unable to meet its payment obligations astheyfall due (including financing, operational and 
depositor/creditor obligations). It includes the timing mismatch of cash flows from the maturity of financial assets and 
liabilitiesandthe related liquidity riskthiscreates.

Fundingrisk

The riskthat Heartland is unable to source sufficient funding with adequate diversity and with appropriate tenor and 
pricing.

Market risk(including interest rate risk and foreign exchange risk)

Market risk is the possibility of experiencing losses or gains due to factors affecting the overall performance of financial 
markets in whichtheGroup isexposed. The primary market risk exposures forthe Groupare interest rate riskand 
foreign exchange risk.

Interest rate riskrefersto exposure ofan entity’searningsand I orcapital because ofamismatch betweenthe interest 
rate exposures of its assetsand liabilities. Interest rate riskforthe Grouparises fromthe provision of non-traded retail 
banking products andservicesand fromtraded wholesaletransactionsentered intoto reduce aggregate interest rate 
risk (known as hedges).This riskarises fromthefollowing key sources:

• Mismatches between the repricing dates of interest-bearing assets and liabilities (yield curve and repricing risk);
• Banking products repricing differently to changes in wholesale market rates (basis risk);
• Loan prepayment or deposit early withdrawal behaviour from customers that deviate from the expected or 

contractually agreed behaviour (optionality risk);
• The effect of internal or market forces on a bank’s net interest margin where, for example, in a low-rate environment 

any fall in rates will further decrease interest income earned on the assets whereas funding costs cannot be 
reducedas it is alreadyatthe minimum level (margin compression risk); and

• The riskthatthefairvalueoffinancial instrumentswillchangewhen interest rateschange (price risk).This is 
particularly relevantforthe Group's fair-valued assets, such as its liquid asset portfolio, whichthe fair value of is 
relied upon to supportthe Group's funding requirements.

Foreign exchange (FX) riskarisesfromachange in FX ratesforassets, liabilities, profit, or income denominated inan 
entity’s non-functional currency. Functional currency is the currency in which an entity primarily operates.

FX risk has the below components:

• Structural FXriskreferstothe riskthatanentityisexposedtowhen itsassets, liabilities, orcapital resourcesare 
denominated inacurrencythat isdifferent to its reporting currency. This riskdoes not impact earnings unlessand 
until the investment issold. However, itdoes impactshareholderequitythrough revaluationsofthe netassetvalue 
throughthe foreign currency translation reserve;
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21 Enterprise risk management program (continued)

Financial risks (continued)

Market risk(including interest rate risk and foreign exchange risk)(continued)

• Profit translation riskisthe riskthatdeviations in exchange ratessignificantly impactthetranslatedvalue ofa 
foreign currency-based operation’s profit, creating volatility in the entity’s reported profit; and

• Balance sheettranslation risk-arisesfrom monetaryassets and liabilitiesdenominated inforeign currencies. 
Movements in FX rates change the equivalent value of foreign currency-denominated assets and liabilities through 
the entity’s reported profit.

The Group’s investment of capital in foreign currency operations generates an exposure to changes in foreign 
exchange rates. The Group has exposure to foreign currency translation risks through its Australian subsidiaries which 
have functional currency of Australian dollars (AUD).Variations inthe value oftheseforeign currency operations arising 
as a result of exchange differences are reflected in the foreign currency translation reserve in equity. The Group incurs 
some non-traded foreign currency riskrelated tothe potential repatriation of profitsfrom its Australian subsidiaries.

The Group does not currently hedge its net investments in foreign operations except in circumstances where there is a 
material exposure arising fromacurrencythat isanticipatedto be volatile, andthe hedging iscost effective. This riskis 
routinely monitored, and hedging isconductedwhere it is likelyto add shareholder value.

The Group’s FX sensitivity analysis is based on the Australian subsidiaries' annual profit representing an annual 
exposure to profit translation risk.

The following sensitivity analysis measures the impact on the Group's net profit before tax and equity from a reasonably 
possible movement in AUD/NZD exchange rates, given the historical exchange rate volatility, with all other variables 
remainingconstant.

$000’s
Impact on profit 

before tax Impactonequity
Impact on profit 

before tax Impactonequity

As at30June2026 As at30June2025
AUD/NZD exchange rate - increase 1% (498) (358) (295) (212)
AUD/NZD exchange rate - decrease 1% 508 366 301 217

Non-financial risks

Non-financial riskis a broad riskcategoryas itencapsulatesall ofHeartland’s pervasive daytodayoperational risks 
including conduct, regulatory, third party, cyber and other business interruption risks which may affect Heartland’s 
abilityto maintain continuityofservice. Theterm “operational risk” can also be usedtodescribethe broadspectrumof 
all non-financial risks. Operational risk losses can occur because of fraud, human error, missing or inadequately 
designed processes, failed systems, damageto physical assets, improper behaviourorfrom external events. The losses 
range fromdirectfinancial lossesto reputationaldamage, unfavourable media attention, injurytoorlossofstaffor 
clients or as a breach of laws or banking regulations. Where appropriate, risks are mitigated by insurance.

The Group’s exposure to operational risk is governed by a RAS approved by the Board and is used to guide management 
activities. Thisstatement sets outthe nature of riskwhich may betakenand aggregate risk limits, which are monitored 
bytheERCand BRC.

Systems and Cyber security risk

The riskthat Heartland will fail to properly protect its systems and data from unauthorised access, use, disclosure, 
disruption, modification, ordestruction.

Compliance risk

The riskthat Heartland will failtocomplywith applicable lawsand regulations, including regulatoryexpectations, orthat 
it will fail to meet internal policies and standards. This includes listing requirements for HGH, RBNZ prudential 
requirements for HBL, and other regulatory requirements.
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21 Enterprise risk management program (continued)

Non-financial risks (continued)

Conduct risk

The riskofanyaction oromission by Heartland, or itssubsidiaries, intermediaries orotheragents, thatdoes not meet 
theexpectationsofcustomers orotherstakeholdersand mayalsocause detrimenttothese parties. Itcan arise 
because employees or agents engage in unethical or improper behaviour. Consequences include negative impacts on 
Heartland’s reputation, financial performance, and legal or regulatorystanding.

People risk

The riskofanegative impacton Heartland asaresultof issues relatedto itsemployees, including its reputation, 
financial performance, and legal or regulatory standing. This includes employee turnover, key person risk, prolonged 
unfilled vacancies, specific skill shortages, discrimination, harassment, or other forms of poor employee relations. It can 
also resultfromafailureto properly manage orcontrol people risks, suchasa lackofclear policiesoradequatetraining.

Climate-related risks

The Group is increasingly considering and integrating climate-related risk into its overall risk management processes.

RiskManagement

HGH hasadefined risktolerance forclimate-related risk, which is monitored as partof HGH's RAS, reviewed, and 
updated at leastannuallyto incorporate necessary changesandconsiderany new material emerging risks.

The Group's operational riskexposureto physical climate impacts is limited due to itssmall physical infrastructure 
footprint, predominantlydigital operating model, andthe predominantly low physical risksiteswheretheGroupdoes 
have offices. TheGroupwill beginto integrateclimate-related credit riskintothe ICAAP in FY2027.

All Group business unitsare required to reviewtheir RCSAat leastannually. The RCSA primarilyfocuses on key 
operational risks and considers climate-related risks where relevant. The Groupformalised its policies and controls for 
scope 1 and 2 GHG emissions measurement, monitoring and disclosure for FY2026. In future years, the Group will seekto 
expand its controls to scope 3 GHG emissions and enhance existing controls for other climate-related operational risks 
andcreditrisks.

Governance

The Board is responsible forsettingthe overarching strategic direction and riskappetitefortheGroup. The HGH Board 
has permanently constituted a Sustainability Committee, which has responsibility for advising and providing assurance 
tothe HGH Board regardingtheGroup's progress against its sustainability strategyand meeting sustainability-related 
obligations, including climate-related risks and opportunities.

The managementteamsofHBLand HBAoperationalisethe assessment, managementand reporting oftheclimate- 
related risksand opportunities forthe Groupandtheir respective banks. Both HBLand HBA utilise executive committees 
to support management in theirclimate-related activities (HBL's ERC and HBA's Management Sustainability 
Committee).

Strategy

The Group's transition plan is built upon three pillars:

• Integrate climate-related risk into lending decisions. The Group is building its capability to understand, monitor and 
manage climate-related risks in its lending decisions,

• Fund the Group's borrowers' transition to a net-zero economy: The Group seeks to provide customers with the 
finance and assets they require to transition to a low-emissions and climate-resilient future; and

• Embed sustainability intowhattheGroupdoes; TheGroup iscommittedtooperating its business ina more 
sustainable manner. This includes reducing its operational emissions to net-zero by FY2050 inline with the Paris 
Agreement.

The Group assesses the impact of climate-related risks on its financial position and performance. Although the Group 
faces both physical and transition risks, it has determined that those climate-related risks do not have a material impact 
onthejudgements, assumptions, and estimates forthe yearended30June 2026. HGH and HBLwill releasetheir 
Climate Statement for the year ended 30 June 2026 by 30 September 2026, providing further details on the Group's 
approach to identifying, assessing and managing climate-related risks.

pwc



22 Credit riskexposure

Credit riskisthe riskthataborrowerwill defaulton any type of debt by failing to make paymentswhich it isobligated to 
make. The riskis primarilythat ofthe lenderand includes loss of principal and interest, disruptionto cash flowsand 
increased collection costs.

Credit risk is managed to achieve sustainable risk-reward performance whilst maintaining exposures within acceptable 
risk “appetite” parameters. This is achieved through the combination of governance, policies, systems and controls, 
underpinned by commercial judgement as described below.

To managethis riskthe ERC overseesthe formal credit risk management strategy. The ERC reviewsthe Group'scredit 
risk exposures typically monthly. The credit risk management strategies aimto ensure that:

• Creditorigination meetsagreed levelsofcreditqualityat pointofapproval;
• Sector concentrations are monitored;
• Maximum total exposure to any one debtor is actively managed; and
• Changestocredit riskare actively monitored with regular credit reviews.

The BARC (withtheassistance ofthe HBL Board RiskCommittee for New Zealand andthe Heartland AustraliaGroup 
Board forAustralia) also overseesthe Group's credit riskexposures to monitoroverall riskmetrics having regard to risk 
appetite set by the Board.

HBL's Board RiskCommittee (BRC) hasauthorityforapproval ofall creditexposuresfor NewZealand. Lendingauthority 
has been provided by the HBL BRC to the Banking Group's Credit Committee, and to the business units under a detailed 
Delegated Lending Authority framework. Application of credit discretions in the business operation are monitored 
throughadefined reviewand hindsightstructureasoutlined in the Credit RiskOversight Policy. Delegated Lending 
Authoritiesare providedto individual officerswith duecognisance oftheirexperienceandability. Largerand higher risk 
exposures require approval of senior management, the Credit Committee and ultimatelythrough to HBL's BRC.

The Groupemploysacredit risk oversight process ofhindsighting loans toensurethatcredit policiesandthe quality of 
credit processes are maintained.

HBA Board has authority for approval for all credit exposures for HBA and its subsidiaries.

Counterparty credit risk

Counterparty credit riskisthe riskthatthe Group'searningsand/orcapital are adversely impacted bythe default ofa 
counterparty.

The Group has ongoing credit exposure associated with:
• Cashandcashequivalents;
• Finance receivables;
• Holding of investment securities; and
• Payments owed to the Group from risk management instruments.

Counterparty credit risk is managed against limits set in the Market Risk Policy including credit exposure on derivative 
contracts, bilateral set-off arrangements, cash and cash equivalents and investment securities.

Reverse mortgage loans and negative equity risk

Reverse mortgage loans are a form of mortgage lending designed to meet the needs of eligible borrowers based on age 
criteria. These loansdifferfrom conventional mortgages inthattheytypicallyare not repaid untilthe borrower ceases to 
reside in the property. Further, interest is not required to be paid, it is capitalised into the loan balance and is repayable 
onterminationofthe loan. Asa result, thereare nocontractual incoming cash flowsduringthe life ofthe loanand 
default risk is therefore not managed through ongoing payment performance, as is the case for conventional 
mortgages. Negative equity riskarisesfromthe promise bythe Groupthatthe maximum repaymentamount is limited to 
the netsale proceedsofthe borrowers' property.

The Group's exposure to negative equity risk is managed via lending standards specific for this product. In addition to 
usual criteria regardingthetype, and location, ofsecurity propertythatthe Groupwill acceptfor reverse mortgage 
lending, a key aspectoftheGroup's policy isthataborrower’sageon origination ofthe reverse mortgage loan will 
dictatethe loan-to-value ratioofthe reverse mortgageonorigination. New Zealand and Australia reverse mortgage 
lending standards and operations are well aligned.
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22 Credit risk exposure (continued)

Business Finance Guarantee Scheme

HBL, along with other registered banks in New Zealand, entered into a Deed of Indemnity with the New Zealand 
Governmentto implementthe New Zealand Government's Business FinanceGuarantee Scheme (the BFGS Scheme). 
The purpose ofthe BFGS Scheme was to provideshorttermcredittoeligible small and medium-sized businesses, who 
had been impacted bythe economic effects of COVID-19. The BFGS Schemeallowed banksto lendtoa maximumof $5 
million for a maximum of five years. The New Zealand Government guarantees 80% of any loss incurred (credit risk) with 
HBL holdingthe remaining 20%. The BFGS Scheme concluded on 30 June 2021.AS at30June 2026 HBL hadatotal 
approved exposureof$15.6 million (2025: $32.1 million) tosupported loanssubjecttoongoing asset managementand 
enforcement activities under the BFGS Scheme.

North Island Weather Events (NIWE) Loan Guarantee Scheme

On31 July2023, HBLentered intoa Deedoflndemnitywiththe NewZealand Governmentto implementthe North Island 
Weather Events Loan Guarantee Scheme. The supported loans are intended to assist New Zealand businesses to 
managethe impacts ofthe North IslandWeather Events (during AucklandAnniversaryweekend 2023).The facility limit 
foreachsupported loan must notexceed $10 million foramaximum of5years. The New Zealand Government 
guarantees 80% ofany loss incurred (credit risk) with HBL holdingthe remaining 20%. TheScheme concluded on 30 
June 2025. Asat30 June 2026 HBL hadsupported loans underthisscheme of$27.0 million (2025: $31.7 million).

Maximum exposure tocredit riskatthe relevant reporting dates

The following table representsthe maximum credit riskexposure, withouttaking into accountany collateral held. The 
exposures set out below are based on net carrying amounts as reported inthe statement of financial position, where 
investments exclude total equity investments and finance receivables measured at amortised cost are presented gross 
of provision for losses on guaranteed future value products as they do not give rise to credit risk exposure.

Concentration of credit risk by geographic region

$000’s June2026 June2025
On balance sheet:
Cash and cash equivalents 385,268 356,229
Collateral paid 5,129 14,239
Investments 815,108 777,403
Finance receivables measured at amortised cost 3,419,688 3,712,954
Finance receivables - reverse mortgages 4,358,190 3,370,949
Derivative financial assets 5,034 4,792
Other financial assets 11,044 5,283
Total on balance sheet credit exposures 8,999,461 8,241,849

Offbalancesheet:
Letters of credit, guarantee commitments and performance bonds 6,953 5,507
Undrawn facilities available to customers 779,458 565,735
Conditional commitments to fund at future dates 17,258 11,095
Total off balance sheet credit exposures 803,669 582,337

Total credit exposures 9,803,130 8,824,186

’These overseas assets are primarily NZD-denominated investments in AA+ (Standard & Poor's) and higher rated securities issued by 
offshoresupranationalagencies ("Kauri Bonds").

$000’s June2026 June2025

New Zealand 5,312,094 5,407,089
Australia 4,406,516 3,313,862
Rest ofthe world1 138,542 175,014

9,857,152 8,895,965

Provision for impairment (54,022) (71,779)
Total credit exposures 9,803,130 8,824,186
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22 Credit risk exposure (continued)

Concentration of credit risk by industry sector

The Australian and New Zealand Standard Industrial Classification (ANZSIC) codes have been used as the basis for 
categorising customers and investees across industry sectors.

$000’s June2026 June2025
Agriculture 1,102,377 1,076,425
Forestry and fishing 65,362 81,038
Mining 4,723 9,397
Manufacturing 43,543 58,203
Finance and insurance 716,297 701,850
Wholesaletrade 28,266 35,177
Retail trade and accommodation 453,974 362,335
Households 5,926,048 4,960,991
Other business services 155,531 159,012
Construction 242,381 274,653
Rental, hiring and real estate services 178,513 182,361
Transport and storage 319,740 377,937
Public administration and safety1 529,590 514,611
Other 90,807 101,975

9,857,152 8,895,965

Provision for impairment (54,022) (71,779)
Total credit exposures 9,803,130 8,824,186
’Comparatives have been reclassified to alignwithcurrentyear classifications. Publicadministrationand safety is now shown asa 
separate line item, previously included within Finance and Insurance and Other business services.

Credit riskgrading

The Group's finance receivables are monitored either by account behaviour (Behavioural portfolio) or a regular 
assessment oftheircredit riskgrade based on an objective review ofdefined riskcharacteristics (Judgemental 
portfolio).

The Judgemental portfolio consists mainly of business and rural lending where an ongoing and detailed working 
relationshipwith the customer has been developed while the Behavioural portfolio consists of consumer, retail and 
smaller business receivables.

Judgemental loansare individually riskgraded based on loan status, financial information, securityanddebtservicing 
ability. Exposures in the Judgemental portfolio are credit riskgraded by an internal risk grading mechanism. Gradel 
loans represent the strongest credit quality and the lowest credit risk. Grades 8 and 9 represent the weakest credit 
quality and the highest credit risk. Behavioural loans are managed based on theirarrears status.

All loans past due but not impaired have been categorised into three impairment stages (see Note 13 -Finance 
receivables measured at amortised cost) which are in most cases based on arrears status. If a Judgemental loan is risk 
graded 6 or above it will be classified as stage 2asa minimum and carry a provision based on lifetime ECL.
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22 Credit risk exposure (continued)

Credit riskgrading (continued)

$000’s

Collectively Assessed
Individually

Assessed TotalStage 1 Stage 2 Stage 3
June2026

Judgemental portfolio
Gradel - VeryStrong 71,657 - - - 71,657
Grade 2 - Strong 1,925 - - - 1,925
Grade 3 - Sound 50,263 - - - 50,263
Grade 4 - Adeguate 553,637 2,803 6,753 - 563,193
Grade 5 - Acceptable 986,760 3,364 1,944 - 992,068
Grade 6 - Monitor - 38,925 885 - 39,810
Grade 7 - Substandard - 35,767 9,916 - 45,683
Grade 8 - Doubtful - - 126 65,610 65,736
Grade 9-At risk of loss - - 33 17,899 17,932
Total Judgemental portfolio 1,664,242 80,859 19,657 83,509 1,848,267
Total Behavioural portfolio 1,588,995 13,178 19,448 3,822 1,625,443
Gross finance receivables measured at 
amortised cost 3,253,237 94,037 39,105 87,331 3,473,710

Provision for impairment (12,970) (5,707) (13,561) (21,784) (54,022)
Total finance receivables measured at 
amortised cost 3,240,267 88,330 25,544 65,547 3,419,688

Undrawn facilities available to customers 265,281 3,694 1,107 - 270,082

June20251

’Comparative riskgrading information related to Australian livestock portfolio has been reclassified to align with the current year 
presentation.

Judgemental portfolio
Gradel - VeryStrong 70,434 - - - 70,434
Grade 2 - Strong 4,511 - - - 4,511
Grade 3 - Sound 61,216 73 - - 61,289
Grade 4 - Adeguate 526,815 5,502 5,737 - 538,054
Grade 5 - Acceptable 941,521 5,303 2,561 - 949,385
Grade 6 - Monitor - 150,838 3,628 - 154,466
Grade 7 - Substandard - 46,529 28,951 - 75,480
Grade 8 - Doubtful - - 40 66,674 66,714
Grade 9-At risk of loss - - 52 21,876 21,928
Total Judgemental portfolio 1,604,497 208,245 40,969 88,550 1,942,261
Total Behavioural portfolio 1,755,099 28,617 55,988 2,768 1,842,472
Gross finance receivables measured at 
amortised cost 3,359,596 236,862 96,957 91,318 3,784,733

Provision for impairment (16,029) (7,851) (23,104) (24,795) (71,779)
Total finance receivables measured at 
amortised cost 3,343,567 229,011 73,853 66,523 3,712,954

Undrawn facilities available to customers 260,302 4,806 1,090 - 266,198
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22 Credit risk exposure (continued)

Collateral held

The Groupemploys a range of policiesand practices to mitigate credit riskand has internal policiesonthe acceptability 
ofspecificclassesofcollateral. Collateral is heldassecuritytosupportcredit riskon finance receivablesand enforced 
in satisfying the debt in the event contractual repayment obligations are not met. The collateral held for mitigating 
credit riskforthe Group's lending portfolios isoutlined below.

Reverse mortgage and Residential mortgage loans

Reverse mortgage loans are secured by a first mortgage over a residential property which is typically a customer’s 
primary residential dwelling, residential investment property or holiday home. Residential mortgage loans are secured 
by a residential mortgage over an owner-occupied property located in an approved urban area.

Corporate lending

Business lending including rural lending istypically secured bywayofacharge over propertyand/orspecific security 
agreement over relevant business assets, and, where considered appropriate, a general security agreementto provide 
the ability to control cash flows.

Otherlending

Other lending comprises personal loans, primarily motor loans, which are secured by a motor vehicle or a boat; and other 
shorterterm smaller personal loans which are predominantly unsecured.

The Groupanalysesthe coverage ofthe loan portfoliowhich is secured bythe collateral it holds.

Coverage is measured by the value of security as a proportion of loan balance outstanding and classified as follows:

Fully secured Greater or equal to100%
Partially secured 1%-99.9%
Unsecured No security held

The Group's loan portfolio have the following coverage from collateral held on credit impaired loans:

Corporate Residential All other
June2026

Total 100% 100% 100%

Fully secured 17% 100% 36%
Partially secured 63% -% 1%
Unsecured 20% -% 63%

June 2025

Fully secured 15% 100% 45%
Partially secured 82% -% 36%
Unsecured 3% -% 19%
Total 100% 100% 100%
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23 Liquidity and funding risk

Liquidity riskisthe riskthattheGroupwill be unabletoobtainthe necessary funds to meet itsfinancial obligationsas 
they fall due, leading to an inability to support its regular business activities and comply with regulatory liquidity 
requirements. Thetiming mismatchofcashflows andthe related liquidity risk in all banking operationsare closely 
monitored bytheGroup.

Measurement of liquidity riskisdesigned toensurethattheGroup hasthe abilityto generateorobtain sufficient cash in 
a timely manner and at a reasonable price to meet its financial commitments on a daily basis without compromising its 
operationsorfinancial health.

Funding riskisthe riskofexcessive relianceon a particular funding source, which may lead to increased overall funding 
costs or challenges in raising funds. Effective management of funding risk requires maintaining a diverse and stable 
funding base to ensure the Groupcan meet its financial obligations under varying conditions.

The Group’s exposure to liquidity risk is governed by a policy approved by the Board and managed by GALCO. This policy 
setsoutthe nature ofthe riskwhich may be taken and aggregate risk limits, thatthe GALCO mustobserve. Withinthis, 
theobjective ofthe GALCO is toderivethe mostappropriate strategyfortheGroup interms ofa mix of assetsand 
liabilities given its expectations of future cash flows, liquidity constraints and capital adequacy. The GALCO employs 
asset and liability cash flow modelling to determine appropriate liquidity and funding strategies.

The Group has developedaCFPtoenable promptand decisive action during liquidityand funding crises, ensuringthe 
effective implementation of contingency measures. The CFP outlines defined roles and responsibilities, as well as 
proceduresand plans to addressdisruptionstotheGroup'sabilityto meet its liquidityand funding requirements.

HBA manages its own domestic liquidity and funding requirements in accordance with its own liquidity policy and the 
policies of the Group. HBA's liquidity policy is also overseen by APRA.

In March 2020, the Bankwasonboarded bythe RBNZasan approved counterpartyand executed a 2011 Global Master 
Repo Agreement providing an additional source for intra-day liquidity forthe Group if required.

The Group holdsthefollowing liquidassetsand committed funding sources forthe purpose of managing liquidity risk:

$000’s June2026 June2025
Cash and cash equivalents 
Investments in debt securities

385,268
815,108

356,229
777,403

Total liquid assets 1,200,376 1,133,632

Undrawn committed bankfacilities 372,292 211,914
Total liquid assets and committed undrawn funding 1,572,668 1,345,546
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23 Liquidity and funding risk (continued)

Contractual liquidityprofileoffinancial liabilities

The following tables presenttheGroup'sfinancial liabilities by relevant maturity groupings based upon contractual 
maturity date. The amounts disclosed in the tables represent undiscounted future principal and interest cash flows. As 
a result, theamounts inthetables below maydiffertothe amounts reportedonthestatement of financial position.

The contractual cash flows presented below maydiffer significantly from actual cash flows. This occurs as a result of 
future actions bythe Groupand its counterparties, suchas early repaymentsor refinancingofterm loansand 
borrowings. Deposits and other public borrowings include customer savings deposits and transactional accounts, which 
are at call. These accounts provide a stable source of long term funding forthe Group.

$000’s
On

Demand
0-6

Months
6-12

Months 1-2Years 2-5Years 5+Years Total

June2026

Non-derivative financial liabilities
Deposits 1,011,235 4,049,333 1,787,257 294,017 159,782 7,301,624
Other borrowings - 76,994 25,579 566,550 56,106 250,607 975,836
Lease liabilities - 2,280 2,312 4,432 5,682 1,975 16,681
Otherfinancial liabilities - 22,640 1,181 2,362 6,983 31,627 64,793
Total non-derivativefinancial 
liabilities 1,011,235 4,151,247 1,816,329 867,361 228,553 284,209 8,358,934

Derivative financial liabilities
Inflows from derivatives - 8,505 7,672 12,763 7,535 - 36,475
Outflows from derivatives 13,121 10,145 16,047 8,452 47,765
Total derivative financial liabilities - 4,616 2,473 3,284 917 - 11,290

Undrawn facilities available to 779,458 - - - - - 779,458customers

June 2025

Non-derivative financial liabilities
Deposits
Other borrowings
Lease liabilities
Otherfinancial liabilities

1,024,455
-
-

3,834,210
27,760

2,152
14,983

1,460,828
251,581

1,998

188,042
193,519

3,985

153,551
202,745

7,471

-
363,390

114

6,661,086
1,038,995

15,720
14,983

Total non-derivativefinancial 
liabilities 1,024,455 3,879,105 1,714,407 385,546 363,767 363,504 7,730,784

Derivative financial liabilities
Inflows from derivatives - 16,604 14,385 22,991 17,795 - 71,775
Outflows from derivatives 20,283 19,922 30,997 22,100 93,302
Total derivative financial liabilities - 3,679 5,537 8,006 4,305 - 21,527

Undrawn facilities available to 
customers 565,735 - - - - - 565,735
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24 Interest rate risk

The Group's market riskisderived primarilyofexposureto interest rate risk, predominantlyfrom raising fundsthrough 
the retail and wholesale deposit market, the debt capital marketsandcommittedand uncommitted bankfunding, 
securitisation of receivables, and offering loan finance products to the commercial and consumer market in New 
Zealand and Australia.

The Group’sexposureto market riskisgoverned byapolicyapproved bythe Board and managed bythe GALCO. This 
policy setsoutthe nature ofriskwhich may be takenandaggregate risk limits, andthe GALCO mustconform tothis. The 
objective of the GALCO is to derive the most appropriate strategy for the Group in terms of the mix of assets and 
liabilitiesgiven itsexpectationsofthe future andthe potential consequences of interest rate movements, liquidity 
constraints and capital adequacy.

The objective oftheGroup’s interest rate risk policies isto limit underlying net profitaftertax (NPAT) volatility. The 
measurement comprises net interest income the Group generates from its interest earning assets and interest bearing 
liabilities.

The exposure to net interest income comes from a reduction in margins on interest earning assets or interest bearing 
liabilitiesand is managed when setting rates by taking intoconsideration wholesale rates, liquidity premiums, aswell as 
appropriate lending credit margins.

Sensitivityto interest rates arises from mismatches in the interest rate characteristics of interest bearing assets and 
the corresponding liability funding. Oneofthe main causes of these mismatches istiming differences inthe repricing of 
assetsand liabilities. These mismatchesare actively managed as partofthe overall interest rate riskmanagement 
process in accordance with the Group's policy.

An analysis ofthe Group's sensitivity is based on the values ofthe interest bearing assets and liabilities as at the 
reporting date, and measuresthe prospective impactonthe net profit aftertaxand equity from movements in market 
interest rates by100 basis points, presented inthe belowtable:

$000’s
Impact on

NPAT
Impact on 

equity
Impact on

NPAT
Impacton 

equity

Market interest rates -100 basis points increase
Market interest rates -100 basis points decrease

As at30June2026
9,602 9,602

(9,602) (9,602)

As at30June2025
9,424 9,424
(9,424) (9,424)

The Group also manages interest rate risk by:

• Monitoring trends in interest rates to limit any potential adverse impact on earnings;
• Monitoring maturity profiles and seeking to match the re-pricing of assets and liabilities;
• Monitoring interest rates daily and regularly (at least monthly) reviewing interest rate exposures; and
• Entering into derivatives to hedge against movements in interest rates.
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24 Interest rate risk (continued)

Contractual repricing analysis

The interest rate riskprofileoffinancial assetsand liabilitiesthatfollows has been prepared onthe basisof maturityor 
next repricing date, whichever is earlier.

$000’s
0-3

Months
3-6

Months
6-12

Months 1-2Years 2+Years
Non­

Interest 
Bearing

Total

June2026

Financial assets
Cash and cash equivalents 385,268 - - - - - 385,268
Collateral paid 5,129 - - - - - 5,129
Investments 514,200 7,234 8,993 116,994 167,687 5,192 820,300
Derivative financial assets - - - - - 5,034 5,034
Finance receivables measured at 1,416,785 260,349 451,952 531,336 757,762 - 3,418,184amortised cost
Finance receivables - reverse 4,358,190 4,358,190mortgages
Other financial assets 3,625 - - - - 7,419 11,044
Total financial assets 6,683,197 267,583 460,945 648,330 925,449 17,645 9,003,149

Financial liabilities
Deposits 3,290,428 1,678,241 1,727,490 277,998 147,885 34,726 7,156,768
Other borrowings 606,230 23,218 - 123,113 37,980 - 790,541
Derivative financial liabilities - - - - - 10,966 10,966
Lease liabilities - - - - - 14,253 14,253
Otherfinancial liabilities - - - - - 41,688 41,688
Total financial liabilities 3,896,658 1,701,459 1,727,490 401,111 185,865 101,633 8,014,216
Effect of derivatives held for risk 
management 577,394 98,116 (72,447) (252,815) (350,248) - -

Net financial assets/(liabilities) 3,363,933 (1,335,760) (1,338,992) (5,596) 389,336 (83,988) 988,933
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24 Interest rate risk (continued)

Contractual repricing analysis (continued)

$000’s
0-3

Months
3-6

Months
6-12

Months 1-2Years 2+Years

Non­
Interest 
Bearing Total

June2025

Financial assets
Cash and cash equivalents 356,229 - - - - - 356,229
Collateral paid 14,239 - - - - - 14,239
Investments 440,688 - 14,761 56,220 265,734 12,641 790,044
Derivative financial assets - - - - - 4,792 4,792
Finance receivables measured at 1,512,404 328,880 445,418 604,968 819,780 - 3,711,450amortised cost
Finance receivables - reverse 3,370,949 3,370,949mortgages
Other financial assets 1,716 - - - - 3,567 5,283
Total financial assets 5,696,225 328,880 460,179 661,188 1,085,514 21,000 8,252,986

Financial liabilities
Deposits 3,107,945 1,670,886 1,409,173 174,359 129,221 38,369 6,529,953
Other borrowings 666,594 - - - 158,860 - 825,454
Derivative financial liabilities - - - - - 20,660 20,660
Lease liabilities - - - - - 14,390 14,390
Otherfinancial liabilities - - - - - 14,983 14,983
Total financial liabilities 3,774,539 1,670,886 1,409,173 174,359 288,081 88,402 7,405,440
Effect of derivatives held for risk 
management 860,941 93,460 (108,267) (444,536) (401,598) - -

Net financial assets/(liabilities) 2,782,627 (1,248,546) (1,057,261) 42,293 395,835 (67,402) 847,546

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

Significant subsidiaries
Countryof 
incorporation and 
place of business

Nature of business
Proportion ofownership 
and voting power held

June2026 June2025
Heartland Bank Limited New Zealand Bank 100% 100%

VPS Properties Limited New Zealand Investment property 
holding company 100% 100%

Heartland BankAustralia Limited Australia Bank 100% 100%
Heartland Australia Holdings Pty Limited Australia Financial services 100% 100%
Heartland Australia Group Pty Limited Australia Financial services 100% 100%
StockCo Holdings 2 Pty Limited Australia Financial services 100% 100%
StockCo Australia Management Pty Limited Australia Management services 100% 100%

26 Structured entities

Astructured entity isone which has beendesigned suchthat voting orsimilar rightsare notthedominantfactor in 
deciding who controls the entity. Structured 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. 
Structured entities are consolidated where the substance ofthe relationship is thatthe Groupcontrols the structured 
entity.

(a) Heartland Cash andTerm PIE Fund (Heartland PIE Fund)

The Groupcontrolstheoperations ofthe Heartland PIE Fundwhich isaportfolio investmententitythat invests inthe 
Group's deposits. Investments of Heartland PIE Fund are represented as follows:

$000's gjune2026 June2025
Deposits 659,944 476,489

(b) HeartlandAuto ReceivablesWarehouseTrust2018-1 (HARWT)

HARWT securitises motor vehicle loan receivables asasource of funding.

The Group continues to recognise the securitised assets and associated borrowings in the statement of financial 
position astheGroup remains exposed toand hastheabilityto affectvariable returns fromthose assetsand liabilities. 
Althoughthe Group recognisesthose interests in HARWT, the loans soldto HARWT are set asideforthe benefit of 
investors in HARWT. Other depositors and lenders to the Group have no recourse to those assets. The balances of 
HARWT are represented as follows:

’Includesubordinated loan balance with HBL inaccordancewiththetermsoftheTrust Deed.

$000’s June20261 June2025
Cash and cash equivalents 13,302 14,450
Finance receivables measured at amortised cost 156,569 171,336
Other borrowings1 (165,380) (183,062)
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26 Structured entities (continued)

(c) SeniorsWarehouseTrust No.2 (SWT2)

SWT2 was set upon2July2019 as partofthe Australian reverse mortgage business. Itwasoriginally established by 
Australian Seniors Finance Pty Limited (ASF) and wassubsequentlytransferredto HBAon30 May2025. Thetrustee of 
thetrust isAMALTrustees Pty Ltd. andthetrust manager isAMAL Management Services Pty Ltd. The balances ofSWT2 
are summarised as follows:

1The increase in the SWT2 securitised assets balance is mainly related to the sale of $166.3 million of reverse mortgage receivables by 
HBAandafurtherdrawdown on securitisation borrowings.TheSWT2securitisation facility limit increased from $281 million (A$260 
million) to $518 million (A$425 million) as partofexecution of its date-based calls (a repurchase ofthe remaining securitised assetson 
a predetermined date beforetheirfull repaymentormaturity) during theyear. Referto Note 15 - Borrowingsforfurtherdetails.

$000’s June20261 June2025
Cash and cash equivalents 36,264 32,210
Finance receivables - reverse mortgages1 573,563 407,275
Other borrowings2 (571,753) (417,809)

2lncludesubordinated loan balancewith HBA in accordance with theterms oftheTrust Deed.

(d) Atlas2020-1Trust (AtlasTrust)

AtlasTrustwas setupon 11 September2020 as partof ASF's reverse mortgage businesssimilartotheexisting SWT2 
Trust and ASF Trust. It was subsequently transferred toHBAon 1July2025. The Trustee for the Trust is BNY Trust 
Company of Australia Limited and the Trust Manager is ASF. The balances of Atlas Trust are represented as follows:

’Includesubordinated loan balances inaccordancewiththetermsoftheTrust Deed.

$000’s June2026 June2025
Cash and cash equivalents 25,985 19,681
Finance receivables - reverse mortgages 162,200 148,993
Other borrowings1 (153,903) (144,949)

27 Staff share ownership arrangements

Fromtime totime HGH operates various share-based compensation plansthat issue tranches of performance rights 
(Performance Rights) whichareequity-settled. Followingthe finalisationoftheformal plan documents, HGH issueda 
new share-based compensation plan in December 2025 which qualifying senior management and employees were 
invited to participate in. The HGH Performance Share Rights Plan (Plan) was established to enhance the alignment of 
participants’ interests withthose oftheGroup’s shareholders. The new plan replacesthe HGH Performance Rights Plan 
(2016) which is nowterminated. Subjecttosatisfactionofthe performance hurdlesand continuedemployment, at 
vesting each Performance Right convertstoaHGH share atzero exercise price. Ifthe base target is not metorthe 
participant ceases to bean employee oftheGroup, the Performance Rightswill lapse.

The fair value of each tranche is measured at grant date, which is the date where shared understanding is achieved 
between HGH andthe participants.

(a) Share-based compensation plan details

Sincethe establishmentofthe new plan, HGH has issued onetranche.

FY2028Tranche

The Performance Rights were issued subjecttothe participants’ continuedemployment withthe Group untilthe 11th 
trading day following the release of HGH’s FY2028 financial results to NZX and ASX and the Group achieving its Financial 
Measures, and non-Financial Measures (Riskand Compliance Measures, and Conductand Culture Measures), overthe 
vesting period.
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27 Staff share ownership arrangements (continued)

(a) Share-based compensation plan details (continued) 

FY2028Tranche (continued)

Thetranche isdivided intotwo equal poolsthatare linked todifferentfinancial measures. Thefirst pool is linked toa 
total shareholder return (TSR) measure and the second is linked to a Return on Equity (ROE) measure. The quantum of 
vesting for both pools are variable and are dependent on achievements ofthe respective ranges oftargets set for both 
TSR and ROE measures.

The fairvalueofthe Performance Rights isdetermined byan independentthird-party expertongrant date using 
valuation methods, such as Monte Carlo option pricing model. The valuation incorporates various assumptions, this 
include, but are not limited to, grant date share price, price volatility, probability of achieving future share price 
(applicabletoTSR hurdleonly), expected future dividend payments andtrading restriction. Atthe endof each reporting 
period, the Group revises its estimate ofthe numberof equity instruments to be dulyvested based on its current 
expectation ofachievementofemploymentcondition, ROE hurdle, and non-Financial Measures. The impactofthis 
revision from the prior estimates, if any, is recognised in profit or loss such that the cumulative expense reflects the 
revised estimate, withacorresponding adjustmenttotheemployee benefits reserve.

The movement of outstanding Performance Rights during the year is as follows:

1The 2025(non-CEOs) tranchedid not vest.

June2026
PR Plan 

Numberof
Rights

June2025
PR Plan

Numberof
Rights

Opening balance 1,149,148 6,417,476
Vested - —
Issued 4,875,000 -
Forfeited / unvested1 (1,149,148) (5,268,328)
Closing balance 4,875,000 1,149,148

(b) Effectofshare-based payment transactions

$000’s June2026 June2025
Award ofShares
Plan - FY2028 tranche1 787 721
Total expense recognised 787 721

’The Group started recognising share-based payment expense of the FY2028 tranche during the year ended 30 June 2025 when the 
qualifying employees expected to obtain proposed Performance Rights in exchange for their services. The amount recorded in FY2025 
was based on the estimated fair value of such rights as at 30 June 2025. The current year expense included a true-up adjustment 
based on the fairvalue of the Performance Rights measured on grant date following the finalisation and communication of the Plan.

The weighted averagefairvalues ofthe FY2028Tranche were$0.46 and $0.78 for each Performance Right linked toTSR 
measuresand ROE measures, respectively.

(c) Numberofrightsoutstanding

OOO’s

June2026 June2025
Rights 

Outstanding
Remaining

Years
Rights 

Outstanding
Remaining

Years
PR Plan-2025 - - 1,149 -
Plan - FY2028 4,875 2.3 - -
Total 4,875 1,149
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28 Concentrations of funding

(a) Concentrationoffunding by industry

ANZSIC codes have been used as the basis for categorising customer and investee industry sectors.

1Comparatives have been reclassified to align with current year classifications. Public administration and safety is now shown as a 
separate line item, previously included within Other. The increase during the period primarily relates to deposits from Australian 
Government and government-related entities.

$000’s June2026 June2025
Agriculture 116,415 114,988
Forestry and fishing 25,880 14,038
Mining 125 46
Manufacturing 17,001 17,809
Finance and insurance 1,915,021 1,864,157
Wholesaletrade 15,232 6,618
Retail trade and accommodation 48,323 32,053
Households 4,715,385 4,669,968
Rental, hiring and real estate services 66,791 62,663
Construction 22,503 25,517
Other business services 578,396 460,812
Transport and storage 7,183 6,509
Public administration and safety1 368,151 36,445
Other 50,903 43,784
Total borrowings 7,947,309 7,355,407

(b) Concentrationoffunding bygeographicalarea

$000’s June2026 June2025
New Zealand 4,281,904 4,545,940
Australia 3,593,872 2,731,585
Rest ofthe world 71,533 77,882
Total borrowings 7,947,309 7,355,407
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29 Offsetting financial instruments

The Group offsets financial assets and financial liabilities and reports the net balance inthe balance sheet where there 
is currentlyalegallyenforceable rightto set offandthere isan intentionto settleon a net basisorto realisethe asset 
and settle the liability simultaneously.

The Group enters into contractual arrangements with counterparties to manage the credit risks associated primarily 
with over-the-counter derivatives. The Group has entered into credit support annexes (CSAs) which form a part of 
International Swapsand DerivativesAssociation (ISDA) MasterAgreement, in respectofcertain exposures relatingto 
derivative transactions. As perthese CSAs, theGrouporthe counterparty needs to collateralisethe market value of 
outstanding derivative transactions. As at 30 June 2026, the Group has paid $5.13 million of cash collateral (2025: paid 
$14.24 million) againstderivative liabilities. Cash collateral includesamounts ofcash obtained tocoverthe netexposure 
between the counterparty inthe event of default or insolvency. The cash collateral paid is not netted off against the 
balanceofderivative liabilitiesdisclosed inthestatementoffinancial position.

The followingtable sets out financial assetsand financial liabilitieswhich have not been offset butaresubjectto 
enforceable master netting agreements (or similar arrangements) and the related amounts not offset in the balance 
sheet. Financial instruments refertoamountsthataresubjectto relevant close out netting arrangements undera 
relevant ISDA agreement. ISDA and similar master netting arrangements do not meet the criteria for offsetting in the 
statement of financial position because under such agreements the counterparties typically have the right to offset 
only following an event of default, insolvency or bankruptcy or following other pre-determined events.

$000’s

Effects ofoffsetting on the balance sheet Related amounts not offset

Gross 
amount

Gross 
amounts set 

offinthe 
balance 

sheet

Net amounts 
reported in 

the balance 
sheet

Financial
Instruments

Cash 
collateral Netamount

June2026
Derivative financial assets 5,034 5,034 (5,034) - -
Total financial assets 5,034 - 5,034 (5,034) - -

Derivativefinancial liabilities 10,966 - 10,966 (5,034) (5,129) 803
Total financial liabilities 10,966 - 10,966 (5,034) (5,129) 803

June 2025
Derivative financial assets 4,792 4,792 (4,792) - -
Total financial assets 4,792 - 4,792 (4,792) - -
Derivativefinancial liabilities 20,660 20,660 (4,792) (14,239) 1,629
Total financial liabilities 20,660 - 20,660 (4,792) (14,239) 1,629
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30 Contingent liabilities and commitments

In the ordinary course of its business, the Group is subject to contingent risks and potential liabilities. The Group 
periodically undertakes reviews of historic products, services, processes and operational practices and addresses any 
customer complaints as part of its ongoing operational, risk management, governance, and assurance activities.

A provision will be recognised where the Group determines there is a probable likelihood of losses arising and where its 
potential loss can be reliably estimated.

Credit related commitmentsarising in respectoftheGroup'soperations were:

$000’s June2026 June2025
Letters of credit, quarantee commitments and performance bonds 6,953 5,507
Total 6,953 5,507

Undrawn facilities available to customers
Conditional commitments to fund at future dates

779,458
17,258

565,735
11,095

Total commitments 796,716 576,830

31 Events after reporting date

The Group approved a fully imputed final dividend of 3.5 cents per share on 19 August 2026.

Therewere noothereventssubsequenttothe reporting period, notalreadydisclosed withinthese financial 
statements, that would materially affect the Group's financial position, results of its operations or its state of affairs in 
subsequent periods.
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Independent auditor’s report 
To the shareholders of Heartland Group Holdings Limited 

Our opinion 
In our opinion, the accompanying consolidated financial statements (the financial statements) of Heartland Group 
Holdings Limited (the Company), including its subsidiaries (the Group), present fairly, in all material respects, the 
financial position of the Group as at 30 June 2026, its financial performance, and its cash flows for the year then 
ended in accordance with New Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and 
International Financial Reporting Standards Accounting Standards (IFRS Accounting Standards). 

What we have audited 

The Group's financial statements comprise: 

 the statement of financial position as at 30 June 2026; 

 the statement of comprehensive income for the year then ended; 

 the statement of changes in equity for the year then ended; 

 the statement of cash flows for the year then ended; and 

 the notes to the financial statements, comprising material accounting policy information and other explanatory 
information. 

Basis for opinion 
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (ISAs (NZ)) and 
International Standards on Auditing (ISAs). Our responsibilities under those standards are further described in the 
Auditor’s responsibilities for the audit of the financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Independence 

We are independent of the Group in accordance with Professional and Ethical Standard 1 International Code of 
Ethics for Assurance Practitioners (including International Independence Standards) (New Zealand) issued by 
the New Zealand Auditing and Assurance Standards Board (PES 1) and the International Code of Ethics for 
Professional Accountants (including International Independence Standards) issued by the International Ethics 
Standards Board for Accountants (IESBA Code), as applicable to audits of financial statements of public interest 
entities. We have also fulfilled our other ethical responsibilities in accordance with PES 1 and the IESBA Code. 
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In our capacity as auditor and assurance practitioner, our firm also provides review, other assurance and other 
services. In addition, certain partners and employees of our firm may deal with the Group on normal terms within 
the ordinary course of trading activities of the business. The firm has no other relationship with, or interests in, the 
Group. 

Key audit matters 
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the financial statements of the current year. These matters were addressed in the context of our audit of the 
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on 
these matters. 

Description of the key audit matter How our audit addressed the key audit matter 

Provision for impairment of finance receivables 
The Group’s provision for impairment of finance receivables 
totalled $54.0 million at 30 June 2026 as disclosed in note 13 
of the financial statements.  
For the determination of the collectively assessed impairment 
allowance, this requires the use of credit risk methodologies 
that are applied in models using the Group’s historical 
experience of the correlations between defaults and losses, 
borrower creditworthiness, segmentation of customers or 
portfolios and the application of forward looking multiple 
economic scenarios. 
For finance receivables that meet specific risk based criteria, 
the impairment allowance is individually assessed by the 
Group.  
These impairment allowances are measured using 
probability weighted scenarios which are intended to reflect a 
range of reasonably possible outcomes, and incorporate 
assumptions such as estimated future cash proceeds 
expected to be recovered from the realisation of security held 
as collateral by the Group.  
We considered this a key audit matter due to the significant 
inherent estimation uncertainty present in the determination 
of the impairment allowance. 

We obtained an understanding of control activities over the 
Group’s impairment allowance, and for certain control 
activities assessed whether they were appropriately 
designed. For controls relevant to our planned audit 
approach we tested, on a sample basis, whether they 
operated effectively, throughout the financial year. 
In addition, we, along with our credit risk modelling expert, 
performed the following procedures, amongst others, on a 
targeted or sample basis, on the Group’s collectively 
assessed impairment allowance: 

Evaluated the methodology used in the models by
comparing the model design and key requirements with
the applicable requirements of NZ IFRS 9 Financial
Instruments; 
Evaluated the reasonableness of significant
assumptions used in determining the collectively
assessed impairment allowance inclusive of the impacts
of any post model adjustments;
Tested the accuracy of the collectively assessed
impairment allowance calculation; and 
For selected critical data elements used in the
calculations, agreed the inputs on a sample basis to the
underlying supporting records. 

With respect to individually assessed impairment 
allowances we: 

For a sample of business and rural loans not identified
as impaired, considered the borrowers latest information
available to the Group to assess the credit risk grade
rating allocated to the borrower as to whether the
borrower could be identified as impaired, a critical data
element which involves significant management
judgement; and 
For loans where an impairment allowance was
individually assessed, we considered the borrower's
latest financial information, value of security held as
collateral and probability weighted scenario outcomes
(where applicable) to test the basis of measuring the
impairment allowance. 

We considered the impacts of events occurring subsequent to 
balance date on the impairment allowances. 

We also assessed the reasonableness of the disclosures 
against the requirements of the accounting standards. 
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Fair value of finance receivables - reverse mortgages 
The Group’s fair value of finance receivables – reverse 
mortgages (“Reverse mortgages”) totalled $4.4 billion at 30 
June 2026 as disclosed in note 20 of the financial 
statements. Reverse mortgages are held at fair value 
through profit or loss. 
Previously, the Group recorded the estimated fair value of 
Reverse mortgages at transaction price (cash advanced 
plus accrued capitalised interest), on the basis that no 
reliable fair value could be estimated as there was no 
relevant active market and the fair value could not be 
reliably estimated using other valuation techniques, as 
permitted under accounting standards. 
From 1 January 2026, the Group changed its estimated fair 
value by further incorporating an origination premium (by 
reference to upfront and trail commissions payable to 
brokers), following recent observations of market 
participants views on how to price reverse mortgages. 
To assess whether the transaction price and origination 
premium remain an appropriate proxy for fair value, the 
Group considers the impact on discounted future cash 
flows of changes in the risk profile and expectations of 
performance since origination, including possible outflows 
under the no negative equity guarantee provided by the 
Group to the borrower. High interest rates and volatility in 
house prices, combined with the economic outlook, 
increases the possibility of outflows under the no negative 
equity guarantee. Accordingly, we consider this to be a key 
audit matter. 

Our audit procedures included assessing the design and 
implementation of controls relating to the Group’s 
assessment of the fair value of Reverse mortgages. 
In addition, our audit procedures included: 

Assessing the reasonableness of the Group’s approach
to estimating the fair value based on the transaction
price and origination premium against the requirements
of the accounting standards;
Assessing whether there was evidence of a relevant
active market or observable inputs in which to establish
fair value using a market approach;
Evaluated the appropriateness of the change to
estimating the fair value of Reverse mortgages from 1
January 2026 by incorporating an origination premium
and assessed the accounting treatment of this as a
change in accounting estimate;
Our internal actuarial expert assisted us in assessing
the Group’s estimate of discounted future cash flows
from the Reverse mortgages, including any expected
outflows under the no negative equity guarantee and
comparing this to the transaction price and origination
premium of Reverse mortgages (carrying value) to
assess any potential shortfall (a shortfall would indicate
the transaction price and origination premium was
overstated);
For a sample of critical data elements used in the
discounted future cash flow estimate, agreed the inputs
to the underlying supporting records;
Assessing the reasonableness of key assumptions
used in the value of discounted future cash flows and
origination premium (such as future house price
changes, voluntary exits, mortality and potential move
into care rates, interest rate margins and discount rate);
and

Considering the appropriateness of the disclosures
against the requirements of the accounting standards.

Heartland Bank Australia Limited goodwill impairment 
assessment 
The carrying amount of the Heartland Bank Australia Limited 
goodwill amounted to $197.6 million as at 30 June 2026, as 
disclosed in note 18 of the financial statements.  
The carrying value of goodwill is a key audit matter as it is a 
significant intangible asset in the Group’s statement of 
financial position. At balance date an impairment assessment 
is required which uses an estimate of the recoverable 
amount that is dependent on forecasting future earnings and 
determining valuation assumptions.  
The Group has allocated the goodwill to the Heartland Bank 
Australia Limited cash generating unit (CGU), at which level 
impairment is assessed.  
The Group used the Value in Use (VIU) approach to 
determine the recoverable amount of the CGU. The VIU uses 
a five-year forecast based on the latest three year budget 
approved by the Board of Directors and extended out based 
on long-term growth rates. The recoverable amount was 
compared to the carrying amount of the net assets of the 
Heartland Bank Australia Limited CGU.  

Our audit procedures included the following: 

Assessing judgements made in respect of the
determination of the CGU;
Obtaining an understanding of the business processes
and controls applied by management in performing the
impairment assessment;
Assessing the appropriateness of using a VIU approach
against the requirements of the accounting standards;
Assessed management's methodology and key
assumptions, including forecasts of future performance,
discount rate and terminal growth rate;
Obtaining and evaluating management’s sensitivity
analyses to ascertain the impact of reasonably possible
changes in key assumptions on the recoverable amount;
and
Considering the appropriateness of disclosures against
the requirements of the accounting standards.
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Operation of financial reporting information 
technology (IT) systems and controls

The risk that the Group will fail to properly protect its systems 
and data from unauthorised access, use, disclosure, 
disruption, modification, or destruction is a key non-financial 
risk as disclosed in note 21 of the financial statements. The 
Group’s financial reporting is highly dependent on IT systems 
that process significant volumes of transactions and support 
key financial reporting controls. Accordingly, the operation of 
IT systems and controls relevant to financial reporting require 
significant auditor attention.

For material financial statement transactions and balances, 
our procedures included obtaining an understanding of the 
business processes, IT systems used to generate and 
support those transactions and balances, associated IT 
application controls, and manual controls. Our procedures 
included evaluating and testing the design and operating 
effectiveness of certain controls over IT systems that are 
relevant to financial reporting.
This involved assessing, where relevant to the audit:

Change management: the processes and controls used
to develop, test and authorise changes to the
functionality and configurations within systems;
Security: the access controls designed to enforce
segregation of duties, govern the use of generic and
privileged accounts, or ensure that data is only changed
through authorised means; and
IT operations: the controls over certain IT batch
processes used to ensure that any issues that arise are
managed appropriately.

Where we identified design or operating effectiveness matters 
relating to IT systems and application controls relevant to our 
audit, we performed alternative or additional audit 
procedures.

Our audit approach

Overview

Overall group materiality: $6.1 million, determined with reference to approximately 5% of profit 
before tax.

We chose profit before tax as the benchmark because, in our view, it is the benchmark 
against which the performance of the Group is most commonly measured by users, and is a 
generally accepted benchmark.

Following our assessment of the risk of material misstatement, full scope audits were 
performed for two (NZ Banking Group and Australia Banking Group) of the three identified 
components based on their financial significance. Specified audit procedures and analytical 
review procedures were performed on the remaining component (the Company).

As reported above, we have four key audit matters, being:

Provision for impairment of finance receivables

Fair value of finance receivables – reverse mortgages

Heartland Bank Australia Limited goodwill impairment assessment

Operation of financial reporting information technology (IT) systems and controls

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the 
financial statements. In particular, we considered where management made subjective judgements; for example, in 
respect of significant accounting estimates that involved making assumptions and considering future events that are 
inherently uncertain. As in all of our audits, we also addressed the risk of management override of internal controls, 
including among other matters, consideration of whether there was evidence of bias that represented a risk of 
material misstatement due to fraud.
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Materiality 

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. Misstatements may arise 
due to fraud or error. They are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of the financial statements. 

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including the 
overall group materiality for the financial statements as a whole as set out above. These, together with qualitative 
considerations, helped us to determine the scope of our audit, the nature, timing and extent of our audit 
procedures, and to evaluate the effect of misstatements, both individually and in the aggregate, on the financial 
statements as a whole. 

How we tailored our group audit scope 

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the 
financial statements as a whole, taking into account the structure of the Group, the accounting processes and 
controls, and the industry in which the Group operates. 

We performed a full scope audit of the Group’s two financially significant components. The full scope audit of the 
Australia Banking Group component was performed by a PwC network firm operating under our instructions. 

Our involvement with the PwC network firm auditing the Australia Banking Group component included the 
following: 

issuing Group audit instructions;

meeting with the component audit team and reviewing their audit findings;

inspecting audit working papers;

attending key management and audit committee meetings; and

maintaining regular communication throughout the audit and appropriately directing their audit.

Specified audit procedures and analytical review procedures were performed on the remaining component. 

By performing these procedures, together with the procedures performed on the consolidation and intercompany 
eliminations, we have obtained sufficient and appropriate audit evidence regarding the financial information of the 
Group to provide a basis for our opinion on the Group’s financial statements. 

Other information 
The Directors are responsible for the other information. The other information comprises the information included 
in the Annual Report, but does not include the financial statements and our auditor’s report thereon, and the 
Climate Statement. The Annual Report and the Climate Statement are expected to be made available to us after the 
date of this auditor’s report.  

Our opinion on the financial statements does not cover the other information and we do not and will not express 
any form of audit opinion or assurance conclusion thereon. We will issue a separate limited assurance report on the 
Scope 1 and Scope 2 greenhouse gas disclosures included in the Climate Statement.  

In connection with our audit of the financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements or our 
knowledge obtained in the audit, or otherwise appears to be materially misstated.  

When we read the other information not yet received, if we conclude that there is a material misstatement therein, 
we are required to communicate the matter to the Directors and use our professional judgement to determine the 
appropriate action to take. 
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Responsibilities of the Directors for the financial statements
The Directors are responsible, on behalf of the Company, for the preparation and fair presentation of the financial 
statements in accordance with NZ IFRS and IFRS Accounting Standards, and for such internal control as the 
Directors determine is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the financial statements, the Directors are responsible for assessing the Group’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern, and using the going concern basis of 
accounting unless the Directors either intend to liquidate the Group or to cease operations, or have no realistic 
alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements, as a whole, are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISAs (NZ) and ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud 
or error and are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located at the External 
Reporting Board’s website at:

https://www.xrb.govt.nz/standards/assurance-standards/auditors-responsibilities/audit-report-1-1/

This description forms part of our auditor’s report. 

Who we report to
This report is made solely to the Company’s shareholders, as a body. Our audit work has been undertaken so that 
we might state those matters which we are required to state to them in an auditor’s report and for no other purpose. 
To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company 
and the Company’s shareholders, as a body, for our audit work, for this report, or for the opinions we have formed. 

The engagement partner on the audit resulting in this independent auditor’s report is Karen Shires. 

For and on behalf of: 

PricewaterhouseCoopers Auckland
19 August 2026



 

Heartland Group Holdings Limited | NZX/ASX: HGH | PO Box 9919, Newmarket, Auckland 1149 | heartlandgroup.info 

 
 
NZX/ASX release 
20 August 2026 
 

ASX Listing Rule 1.15.3 Statement 
 
Heartland Group Holdings Limited (Heartland) (NZX/ASX: HGH) (an ASX Foreign Exempt Listing) 
confirms, for the purposes of ASX Listing Rule 1.15.3, that it has complied with and continues to 
comply with the Listing Rules of NZX Limited, which is its overseas home exchange. 
 
– ENDS – 
 
The person(s) who authorised this announcement: 
 
Andrew Dixson 
Chief Executive Officer  
 
For further information, please contact: 
 
Nicola Foley 
Head of Corporate Communications & Investor Relations 
+64 27 345 6809 
nicola.foley@heartland.co.nz  
Level 3, Heartland House, 35 Teed Street, Newmarket, Auckland, New Zealand 
 

https://shareholders.heartland.co.nz/
mailto:nicola.foley@heartland.co.nz


 Distribution Notice 
 
 
 
 
 

Section 1: Issuer information 

Name of issuer Heartland Group Holdings Limited 

Financial product name/description Ordinary shares 

NZX ticker code HGH 

ISIN (If unknown, check on NZX 
website) 

NZHGHE0007S9 

Type of distribution 

(Please mark with an X in the 

relevant box/es) 

Full Year X Quarterly  

Half Year  Special  

DRP applies   

Record date  28/08/2026 

Ex-Date (one business day before the 
Record Date) 

27/08/2026 

Payment date (and allotment date for 
DRP) 

11/09/2026 

Total monies associated with the 
distribution1 

$33,082,265.26 

Source of distribution (for example, 
retained earnings) 

Retained earnings 

Currency  NZD 

Section 2: Distribution amounts per financial product 

Gross distribution2 $ 0.04861111 

Gross taxable amount 3 $ 0.04861111 

Total cash distribution4 $ 0.03500000 

Excluded amount (applicable to listed 
PIEs) 

NIL 

Supplementary distribution amount $ 0.00617647 

Section 3: Imputation credits and Resident Withholding Tax5 

Is the distribution imputed 

 

Fully imputed – YES 

Partial imputation  

No imputation  

 
1 Continuous issuers should indicate that this is based on the number of units on issue at the date of the form 
2 “Gross distribution” is the total cash distribution plus the amount of imputation credits, per financial product, before the deduction of 

Resident Withholding Tax (RWT).   
3 “Gross taxable amount” is the gross distribution minus any excluded income.  
4 “Total cash distribution” is the cash distribution excluding imputation credits, per financial product, before the deduction of RWT.  

This should include any excluded amounts, where applicable to listed PIEs.  
5 The imputation credits plus the RWT amount is 33% of the gross taxable amount for the purposes of this form.  If the distribution is 

fully imputed the imputation credits will be 28% of the gross taxable amount with remaining 5% being RWT. This does not constitute 
advice as to whether or not RWT needs to be withheld.  

 

 

 



If fully or partially imputed, please 
state imputation rate as % applied6 

28% 

Imputation tax credits per financial 
product  

$ 0.01361111 

Resident Withholding Tax per 
financial product 

$ 0.00243056 

Section 4: Distribution re-investment plan (if applicable) 

DRP % discount (if any) N/A 

Start date and end date for 
determining market price for DRP 

N/A N/A 

Date strike price to be announced (if 
not available at this time) 

N/A 

Specify source of financial products to 
be issued under DRP programme 
(new issue or to be bought on market) 

N/A 

DRP strike price per financial product N/A 

Last date to submit a participation 
notice for this distribution in 
accordance with DRP participation 
terms 

N/A 

Section 5: Authority for this announcement 

Name of person authorised to make 
this announcement 

Andrew Dixson, Chief Executive Officer 

Contact person for this 
announcement 

Nicola Foley, Head of Corporate Communications & 
Investor Relations 

Contact phone number 027 345 6809 

Contact email address nicola.foley@heartland.co.nz 

Date of release through MAP 20/08/2026 

 
 
 

 

 

 
6 Calculated as (imputation credits/gross taxable amount) x 100. Fully imputed dividends will be 28% as a % rate applied. 



Results announcement 
 

 
 

 
   

Results for announcement to the market 

Name of issuer Heartland Group Holdings Limited 

Reporting Period 12 months to 30 June 2026  

Previous Reporting Period 12 months to 30 June 2025 

Currency NZD 

 Amount (000s) Percentage change 

Revenue from continuing 
operations 

$361,924 12.1% 

Total Revenue $361,924 12.1% 

Net profit/(loss) from 
continuing operations  

$93,227 140.2% 

Total net profit/(loss)  $93,227 140.2% 

Interim/Final Dividend 

Amount per Quoted Equity 
Security 

$ 0.03500000 

Imputed amount per Quoted 
Equity Security 

$ 0.01361111 

Record Date 28/08/2026 

Dividend Payment Date 11/09/2026 

 Current period Prior comparable period 

Net tangible assets per 
Quoted Equity Security 

$1.10 $0.99 

A brief explanation of any of 
the figures above necessary 
to enable the figures to be 
understood 

Please refer to the audited financial statements that accompany 
this announcement for a further explanation of these figures. 

Authority for this announcement 

Name of person authorised 
to make this announcement 

Andrew Dixson, Chief Executive Officer 

Contact person for this 
announcement 

Nicola Foley, Head of Corporate Communications & Investor 
Relations 

Contact phone number 027 345 6809 

Contact email address nicola.foley@heartland.co.nz 

Date of release through MAP 20/08/2026 

 

Audited financial statements accompany this announcement. 



 

 
Note: All figures in NZD unless otherwise stated. Endnotes are located at the end of this announcement.  
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NZX/ASX release 
20 August 2026 
 

Heartland announces FY2026 result and outlook for FY2027 
 
Heartland Group Holdings Limited (Heartland) (NZX/ASX: HGH) has announced a net profit after tax (NPAT) 
for the financial year ended 30 June 2026 (FY2026) of $93.2 million (up from $38.8 million in the financial year 
ended 30 June 2025 (FY2025)). On an underlying basis1, FY2026 NPAT was $90.4 million (up from $46.9 million 
in FY2025).  
 
Through FY2026, Heartland has established a strong foundation to support its next phase of growth. Heartland 
met all FY2026 underlying guidance metrics, delivering an improved return on equity (ROE) and turnaround in 
profitability, driven by margin expansion and strengthened asset quality. 
 
Overview of FY2026 performance2 
‒ ROE was 7.3%. Underlying ROE increased 286 basis points (bps) to 7.1%. 
‒ Average net interest margin (NIM) was 3.95%. Average underlying NIM expanded 36 bps to 3.98%.  
‒ Operating expenses (OPEX) were $196.0 million, and the cost-to-income (CTI) ratio was 54.1%. Despite 

underlying OPEX increasing $12.2 million (6.7%) to $193.5 million, the underlying CTI ratio improved 155 
bps to 54.6%.  

‒ The impairment expense ratio decreased 55 bps to 0.45% as Heartland Bank Limited (Heartland Bank) 
significantly strengthened its asset quality. Heartland Bank cleared all Motor Finance non-performing 
loans (NPLs) greater than 180 days past due (DPD) and the portfolio’s arrears continue to outperform the 
industry average.3  

‒ Reverse Mortgages for both Heartland Bank and Heartland Bank Australia Limited (Heartland Bank 
Australia) continued to perform well, with gross finance receivables (Receivables) up 16.8% and 19.7% 
respectively. 

‒ Heartland Bank’s Rural4 portfolio delivered strong Receivables growth of 10.8%.  
‒ The non-strategic asset (NSA) realisation programme has successfully concluded, with a 94% recovery 

rate. 
‒ Heartland Bank and Heartland Bank Australia reached key technology transformation programme 

milestones with the launch of Reverse Mortgages onto the new platforms. 
‒ In June 2026, Heartland announced a proposal to acquire from Toi Foundation all TSB Bank Limited (TSB) 

shares on issue and subsequently merge Heartland Bank and TSB to create a New Zealand challenger bank 
of scale, with a regional focus. See page 3 for more information. 

‒ Final dividend of 3.5 cents per share (cps). 
 

FY2026 financial metrics 
Heartland 

Reported Underlying1 Underlying guidance 
Net operating income (NOI) $361.9m $354.3m No guidance provided 
OPEX $196.0m $193.5m <$195.0m 
Impairment expense $33.5m $33.5m No guidance provided 
NPAT $93.2m $90.4m ≥$85.0m 
Average NIM 3.95% 3.98% >3.90% 
Exit NIM5 4.02% 4.08% >3.95% 
CTI ratio 54.1% 54.6% <56.0% 
Impairment expense ratio6 0.45% 0.45% <0.45% 
ROE 7.3% 7.1% ≥7.0% 

 
See the accompanying investor presentation (IP) for more detail.  
 

NSA realisation 
Heartland’s NSA realisation programme has successfully concluded, with the $94.0 million residual portfolio no 
longer considered material as at 30 June 2026 and returning to business-as-usual management. Heartland 
therefore no longer intends to report on the NSA realisation programme. 

https://shareholders.heartland.co.nz/
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As at 30 June 2026, the residual NSA portfolio included: 
‒ $38.1 million of Home Loans scheduled to run down 
‒ $39.2 million of Rural and Business Receivables, all on exit plans and well provided for 
‒ $16.7 million in property and equity investments, with realisation efforts continuing.  
 
Since 30 June 2026, the Properties NSA has been successfully realised. 
 
The total value of NSAs reduced by $270.7 million during FY2026, creating $31.7 million of available capital.  
 
From 31 December 2024, when Heartland began reporting against its NSA realisation programme, to 30 June 
2026, the total value of NSAs reduced by $374.2 million (with a 94% recovery rate), creating $41.6 million of 
available capital.  
 

Technology transformation programmes 
Heartland has invested in technology programmes in New Zealand and Australia to transform the technology 
and operating environments of Heartland Bank and Heartland Bank Australia by improving efficiency and 
simplifying the technology used by each bank to enable scalable growth.  
 
Both programmes progressed to plan in FY2026, with initial production deployments and the launch of Reverse 
Mortgages to their respective platforms. Both remain on track, with no change to delivery timetables or 
implementation costs. 
 
Over time, the programmes are expected to deliver greater automation and operational efficiency, improved 
customer, intermediary and employee experiences, reduced technology complexity and risk, and increased 
capacity for both banks to grow without a corresponding increase in operating costs. 
 
Refer to pages 27-28 of the IP for more information about Heartland Bank’s technology programme, and pages 
40-41 of the IP for more information about Heartland Bank Australia’s transformation programme. 
 

Capital 
Heartland remains well placed to support organic growth, with excess capital held across the group. The NSA 
realisation programme released $31.7 million of capital in FY2026, which has been redirected to fund growth.  
 
In addition, the Reserve Bank of New Zealand’s (RBNZ) final capital settings for deposit takers announced in 
December 2025 are expected to benefit Heartland Bank through lower Tier 1 and total capital ratio 
requirements, the removal of Additional Tier 1 capital instruments, and more granular and reduced risk 
weights. The RBNZ is also expected to review reverse mortgage risk weights in the second half of calendar year 
2026, and Heartland Bank intends to participate in this review.7 
 
Separately, effective 1 March 2026, the RBNZ reduced Heartland Bank’s transitional capital overlay (imposed 
after the acquisition of what is now Heartland Bank Australia) from 2.0% to 0.5%. The reduction reflected the 
completion of integration activities in relation to Heartland Bank Australia, stronger trans-Tasman oversight 
arrangements and an improvement in the overall risk profile of the Banking Group.8 The remaining capital 
overlay is expected to remain in place until the RBNZ implements a formal Group Supervision Policy for deposit 
takers under the Deposit Takers Act 2023 (which is expected to come into force on 1 December 2028). 
 
As at 30 June 2026, the Banking Group holds approximately $110 million of regulatory capital in excess of 
expected regulatory requirements. Applying Heartland Bank’s expected risk weight changes9 to the 30 June 
2026 balance sheet, the excess is approximately $160 million.10 Once the expected risk weight changes are 
embedded and the proposed merger of Heartland Bank and TSB is completed (subject to satisfaction of all 
merger implementation agreement (MIA) conditions), Heartland intends to allocate excess capital towards 
opportunities that support scale, growth and improved shareholder returns. 
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Update on proposed merger of Heartland Bank and TSB 
On 2 June 2026, Heartland announced it had entered into a conditional MIA with Toi Foundation and Toi 
Foundation Holdings Limited to acquire from Toi Foundation all TSB shares on issue and subsequently merge 
Heartland Bank and TSB.  
 
Under the MIA, Heartland will acquire from Toi Foundation all TSB shares on issue for an aggregate 
consideration of $620 million. Immediately following the acquisition, Heartland Bank and TSB will merge to 
create TSB Heartland Bank Limited (TSB Heartland Bank),11 a New Zealand challenger bank of scale, with a 
regional focus (together, the Proposed Transaction).  
 
The merged bank would combine Heartland Bank’s specialist product expertise with TSB’s cost-effective 
funding platform and established transactional banking capabilities. If completed, TSB Heartland Bank would 
have approximately $15 billion in total New Zealand assets12, a more diversified and lower risk-weighted 
product portfolio, and enhanced ability to support customers through their financial lifecycle. For Heartland 
shareholders, the transaction is expected to create long-term value through increased scale, improved 
operating leverage and estimated ongoing cost synergies of approximately $34 million per annum before tax 
once fully realised13, while retaining Heartland’s specialist product focus and both Heartland Bank and TSB’s 
regional New Zealand connection. 
 
The Proposed Transaction remains subject to the satisfaction of the remaining conditions in the MIA, including 
Toi Foundation trustee approval, Heartland shareholder approval and any necessary New Zealand and 
Australian regulatory approvals. Heartland satisfied the initial conditions in June 2026, being completion of 
confirmatory due diligence, execution of a warranty and indemnity deed, and obtaining warranty and 
indemnity insurance. 
 
Subject to satisfaction of the Toi Foundation trustee approval condition, Heartland now expects to submit its 
application to the RBNZ and to dispatch its notice of special meeting to shareholders at the end of August 
2026. Heartland intends to hold a Special Shareholder Meeting on Wednesday 30 September 2026, where 
Heartland shareholders will be asked to vote on the Proposed Transaction. 
 
See Heartland’s announcement dated 2 June 2026 for more information about the Proposed Transaction. 
 

Final dividend 

Heartland has declared a FY2026 final dividend of 3.5 cps, taking the total FY2026 dividend to 7.0 cps. Due to 
Heartland’s strong capital position, the payout ratio of 73% is in excess of Heartland’s target dividend payout 
ratio of at least 50% of underlying NPAT. Heartland’s final dividend yield is 8.0%14. The final dividend will be 
paid on Friday 11 September 2026 (Payment Date) to shareholders on the company’s share register as at 
5.00pm NZST on Friday 28 August 2026 (Record Date) and will be fully imputed.  
 
Heartland has a Dividend Reinvestment Plan (DRP), giving eligible shareholders the opportunity to reinvest 
some or all of their dividend payments into new ordinary shares when the board determines the DRP will apply 
to a dividend. As a result of Heartland’s excess capital position, the DRP will not apply to the FY2026 final 
dividend which will be paid in cash only.15 Shareholders who have previously elected to participate in the DRP 
will receive their FY2026 final dividend payment in cash. 
 

Outlook 
Heartland’s priority for the financial year ending 30 June 2027 (FY2027) is on continuing to improve 
shareholder return by growing ROE to at least 7.5% and lifting profitability to at least $102 million.  
 
Through FY2026, Heartland reset its core strategic foundation. This included restoring margin and asset quality 
to target levels as Heartland Bank’s enhanced collections, recoveries and write-off strategies were embedded 
as business-as-usual, and the NSA realisation programme successfully concluded. 
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Heartland will use this foundation in FY2027 to focus on building and acquiring scale through: 
‒ accelerating growth in core portfolios, with  Reverse Mortgage growth targets greater than 18% in both 

countries, and 
‒ successfully completing the Proposed Transaction (subject to satisfaction of all MIA conditions). 
 
This will be supported by: 
‒ executing the next phase of Heartland Bank and Heartland Bank Australia’s technology transformation 

programmes to enhance operating leverage and unlock future growth 
‒ commencing merger integration (subject to completion of the Proposed Transaction). 
 
These activities will provide the opportunity for Heartland to optimise capital held within the business. 
 
FY2027 guidance 
Heartland expects NPAT for FY2027 to be at least $102 million16, excluding any costs related to the Proposed 
Transaction. It is expected that transaction costs relating to the Proposed Transaction of approximately $9.5 
million will be expensed and reflected in Heartland’s NPAT for FY2027 (subject to the Proposed Transaction 
completing in FY2027). Subject to satisfaction of all MIA conditions, as the Proposed Transaction nears 
completion, guidance will be updated to reflect the impact of Heartland Bank merging with TSB. 
 
FY2027 guidance is provided by Heartland on a reported basis, not an underlying basis. Heartland intends to 
take this approach to guidance and the presentation of its financial results going forward, with any exceptional 
items disclosed where applicable. 
 

Financial metrics 
FY2027 guidance17 

Heartland NZ Banking AU Banking 
NPAT ≥$102m >$48m >AU$46m 
ROE ≥7.5% >6.3% >9.3% 
Average NIM >3.88% >4.05% >3.68% 
OPEX <$212m <$135m <AU$65m 
CTI ratio <55.7% <58.4% <47.2% 
Impairment expense ratio6 <0.32% <0.48% <0.10% 

 
The Board continues to target a total dividend payout ratio of at least 50% of NPAT in FY2027.18  
 

NZ banking 

FY2026 financial metrics 
Heartland Bank 

Reported Underlying1 Underlying guidance 
NOI $225.8m $222.7m No guidance provided 
OPEX19 $127.4m $126.9m <$127.0m 
Impairment expense $30.4m $30.4m No guidance provided 
NPAT $49.8m $47.0m >$45.0m 
Average NIM 4.08% 4.08% >4.10% 
Exit NIM5 4.15% 4.15% >4.20% 
CTI ratio20 55.1% 55.6% <56.0% 
Impairment expense ratio6 0.67% 0.67% <0.70% 
ROE 6.8% 6.4% >6.0% 

 
Heartland Bank materially met its underlying guidance for all key financial metrics in FY2026. NIM expanded on 
FY2025, asset quality materially improved and Heartland Bank saw strong Reverse Mortgage and Rural lending 
performance. 
 
Heartland Bank’s NIM benefitted from a low cost of funds throughout FY2026 due to lower funding 
requirements, with average NIM increasing 17 bps to 4.08% despite challenging competitive conditions in 
Motor Finance and Business Finance21. The FY2026 exit NIM increased 2 bps to 4.15%.  
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Underlying OPEX was $126.9 million, down $1.2 million (0.9%) on FY2025. Increased staff costs were primarily 
due to restructuring costs and the re-introduction of a long-term incentive scheme. Increased investment in 
technology and Reverse Mortgage marketing was offset by a reduction in legal fees and debt collection costs. 
Despite cost reduction, Heartland Bank’s underlying CTI ratio increased from 54.8% in FY2025 to 55.6% in 
FY2026 due to the income impact of NSA realisation, amplified by lower growth in Motor Finance and Business 
Finance.  
 
Heartland Bank’s asset quality materially improved in FY2026, supported by the reduction of Motor Finance 
arrears and the realisation of NSAs. Heartland Bank’s overall NPL ratio improved 129 bps from 30 June 2025 to 
1.92% as at 30 June 2026. Excluding NSAs and Unsecured Lending22 which are non-core lending portfolios, 
Heartland Bank’s NPL ratio was 1.38%. Business lending (including Asset Finance) remains on watch due to 
ongoing economic challenges. 
 
Motor Finance arrears improved across all NPL cohorts, with all NPLs greater than 180 DPD now cleared. The 
portfolio’s arrears continue to outperform the industry average of 5.2%3 and are at historical lows for 
Heartland Bank. This reflects earlier intervention, stronger operational discipline and improved customer 
engagement, ending FY2026 with the portfolio aligned with the bank’s risk appetite and better positioned 
heading into FY2027. 
 
Heartland Bank has not yet seen any material impact of current global instability on credit quality. However, in 
response to economic uncertainty, it has increased its geopolitical overlay by $1.1 million to $1.6 million. 
 
Motor Finance Receivables were up $25.2 million (1.5%) in FY2026 to $1,719.5 million as at 30 June 2026. 
Dealer lending retracted 5.1%, reflecting Heartland Bank’s deliberate shift from lower quality broker and non-
franchise lending towards higher quality franchise lending after the introduction of new credit decisioning 
scorecards in FY2025 which impacted growth in the first half of FY2026 (1H2026). Jaguar Land Rover 
production disruption from late 1H2026 into early the second half of FY2026 (2H2026) also elevated demand 
volatility. New business volumes improved in 2H2026 as vehicle supply levels returned (Heartland Bank’s 
Motor Finance new business growth was up 3.6% from 1H2026 to $399.4 million in 2H2026), supported by 
record EV lending volumes in March 2026 and an expanded wholesale funding partnership with key branded 
partner Kia. Direct-to-consumer lending increased 25.7% in FY2026. 
 
Reverse Mortgages delivered strong growth in FY2026, with Receivables up $207.4 million (16.8%) to $1,440.7 
million as at 30 June 2026. Increased investment in market awareness, regional presence and product process 
improvements drove momentum as annualised growth increased from 14.0% in the first quarter to 18.5% in 
the fourth quarter.  
 
Rural4 Receivables were up $66.0 million (10.8%) in FY2026 to $674.8 million as at 30 June 2026, ahead of 
sector growth of 1.8%.23 Growth was supported by strengthened Livestock Finance intermediary partnerships, 
expanded regional presence and improved market optimism.  
 
Heartland Bank’s Business Finance23 portfolio includes Asset Finance which helps small-to-medium businesses 
purchase assets such as trucks, trailers, machinery and other equipment used in day-to-day operations, rather 
than refinance existing assets. Business Finance Receivables were down $140.9 million (-18.1%) in FY2026 to 
$638.8 million as at 30 June 2026. This result was within guidance and reflects Heartland Bank’s continued 
focus on asset quality and pricing for risk amid subdued demand and ongoing economic challenges, 
particularly in construction and transport which are key lending industries for Heartland Bank.  
 

AU banking 

FY2026 financial metrics 
Heartland Bank Australia 

Reported Underlying1 Underlying guidance 
NOI AU$118.9m AU$115.2m No guidance provided 
OPEX19 AU$54.8m AU$57.6m <AU$58.0m 
Impairment expense AU$2.6m AU$2.6m No guidance provided 
NPAT AU$43.0m AU$38.4m >AU$37.0m 
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Average NIM 3.74% 3.81% >3.70% 
Exit NIM5 3.81% 3.95% >3.75% 
CTI ratio20 44.7% 48.6% <50.0% 
Impairment expense ratio6 0.11% 0.11% <0.10% 
ROE 9.7% 8.7% >8.0% 

 
Heartland Bank Australia materially met its underlying guidance for all key financial metrics in FY2026. 
Continued strong Reverse Mortgage growth lifted profitability and contributed to NIM expansion and CTI ratio 
improvement. 
 
Heartland Bank Australia’s average underlying NIM expanded 73 bps to 3.81% in FY2026, reflecting the full 
year benefit of its deposit funding strategy, with legacy wholesale funding arrangements replaced by lower-
cost deposits. The FY2026 exit NIM increased 36 bps to 3.95%.  
 
Heartland Bank Australia has refined the accounting methodology used to recognise Reverse Mortgage 
intermediary commission costs. The updated methodology better aligns the recognition of customer 
acquisition costs with the expected loan life and portfolio behaviour. The change resulted in a one-off AU$3.7 
million uplift in NOI. The impact of this change has been removed from Heartland Bank Australia’s underlying 
performance for FY2026. See page 33 of the IP for more information about this change and the one-off 
impacts.24 
 
Underlying OPEX was AU$57.6 million, up AU$11.2 million on FY2025 primarily due to a AU$5.0 million 
increase in staff costs. This increase was driven by the full-year impact of full-time employees (FTE) hired in 
FY2025, and additional FTE in FY2026 to support Reverse Mortgage volume growth, the transformation 
programme, and to ensure customer experience was not impacted while implementing the new core banking 
system. Despite increased costs, Reverse Mortgage earnings momentum contributed to an improvement in 
the underlying CTI ratio which was down from 52.0% in FY2025 to 48.6%. 
 
Heartland Bank Australia’s impairment expense ratio of 0.11% reflects a prudent increase in the weighting 
applied to the downside economic scenario amid heightened geopolitical uncertainty. Overall portfolio credit 
quality remained resilient, with the result driven mainly by modelled economic assumptions rather than any 
material deterioration in credit performance.  
 
Reverse Mortgages continued to deliver strong growth, with Receivables up AU$390.7 million (19.7%) in 
FY2026 to AU$2,371.1 million as at 30 June 2026. Growth was supported by ongoing customer demand and 
continued momentum across both direct and intermediary channels. 
 
Livestock Finance saw good customer trading activity through FY2026, funding a high volume of livestock 
purchases and sales across the portfolio. Receivables were down AU$4.3 million (-1.7%) in FY2026 to AU$249.6 
million as at 30 June 2026, with livestock sales exceeding purchases over the year despite generally supportive 
industry conditions, particularly across cattle markets. Livestock Finance NOI increased 20% to AU$15.1 million 
(from AU$12.6 million in FY2025), reflecting improved funding costs and portfolio quality, with average 
Receivables remaining stable. 
 
– ENDS – 
 
The person who authorised this announcement: 
Andrew Dixson, Chief Executive Officer 
 
For further information and media enquiries, please contact:  
Nicola Foley, Head of Corporate Communications & Investor Relations 
+64 27 345 6809, nicola.foley@heartland.co.nz  
Level 3, Heartland House, 35 Teed Street, Newmarket, Auckland, New Zealand 
 

mailto:nicola.foley@heartland.co.nz
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About Heartland 
Heartland is an Australasian financial services group providing specialist banking products to New Zealanders 
and Australians. Heartland is listed on the New Zealand and Australian stock exchanges under the HGH ticker 
(NZX/ASX: HGH). Through its various predecessors, Heartland has a long history in financial services, stretching 
back to Ashburton, New Zealand in 1875. 
 
Today, Heartland is the listed holding company for two banks – Heartland Bank in New Zealand and Heartland 
Bank Australia. Each bank is focused on providing specialist banking products to enable better lives for New 
Zealanders and Australians. In both countries, these products include Reverse Mortgages, Livestock Finance, 
and Savings and Deposits. In New Zealand, Heartland Bank also offers Motor Finance and Asset Finance.  
 
Heartland’s role as the listed parent company is to ensure capital is allocated to the parts of its business which 
generate strong returns, and to set the strategy and risk appetite within which the group operates. This 
enables Heartland to maximise shareholder returns and for each bank to enhance the value it offers customers 
by helping more New Zealanders and Australians with their specialist banking needs. 
 
More: heartlandgroup.info  
 

Endnotes 

 
1 Certain financial measures are presented on a reported and underlying basis. Reported financial measures 
are prepared in accordance with NZ generally accepted accounting practice (GAAP) and include the impacts of 
positive and negative one-offs, which can make it difficult to compare performance between periods. 
Underlying financial measures (which are non-GAAP financial information) exclude Proposed Transaction costs, 
the impact of the Heartland Bank Australia Reverse Mortgage commissions accounting methodology update, 
fair value changes on equity investments held and other one-off non-recurring costs. The use of underlying 
results is intended to allow for easier comparability between periods and is used internally by management for 
this purpose. The accompanying IP includes at page 7 a reconciliation of FY2026 and FY2025 reported results 
to underlying results, and on page 6 a detailed comparison between FY2026 and FY2025 reported and 
underlying financial information.  
2 All comparative figures and percentage increases or decreases are against FY2025, unless explicitly stated 
otherwise. 
3 Industry average arrears are based on auto arrears as at June 2026, reported by Centrix in its Credit Insights 
Report, July 2026. See page 46 of the accompanying IP. 
4 Rural includes Rural Relationship, Rural Direct and Livestock Finance. Excludes NSAs. 
5 Exit NIM is the NIM for the last month of the reporting period. 
6 Impairment expense as a percentage of average Receivables. 
7 The exact timing of the RBNZ’s review of reverse mortgage risk weights has not yet been confirmed. 
8 The Banking Group includes all of Heartland Bank’s subsidiaries, including Heartland Bank Australia and 
Marac Insurance. 
9 The RBNZ has confirmed that banks may apply any of the new standardised credit risk weights from 1 
October 2026. The first annual step change in capital ratios is also taking place on 1 October 2026. 
10 Including ordinary internal buffers. 
11 Heartland Bank will be the surviving entity following completion of the Proposed Transaction. 
12 As at 31 December 2025 for Heartland Bank and TSB per the RBNZ Banking Dashboard. Heartland Bank’s 
Receivables include NSAs. 
13 Estimated synergies are management estimates prepared for transaction evaluation purposes and are 
forward-looking. Cost synergies (approximately $34 million p.a.) represent expected annual pre-tax run-rate 
benefits anticipated to be progressively realised within three years post-completion, subject to execution risk, 
regulatory requirements, market conditions and final integration design. Synergy estimates have not been 
audited and may differ materially from actual outcomes.   
14 FY2026 total fully imputed dividends divided by the closing share price as at 19 August 2026 of $1.22. 
15 Information about the DRP is available on Heartland’s website at heartlandgroup.info/investor-
information/dividends. 

https://www.heartland.co.nz/
https://www.heartlandbank.com.au/
https://www.heartlandbank.com.au/
https://www.heartlandgroup.info/
https://heartlandgroup.info/investor-information/dividends
https://heartlandgroup.info/investor-information/dividends
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16 Financial measures presented on a reported basis are prepared and presented in accordance with NZ GAAP 
and include the impacts of positive and negative one-offs.  
17 Heartland’s FY2027 guidance has been set using a foreign currency exchange rate of 1.2055, which is based 
on a published forecast from a New Zealand economist. 
18 The dividend payout ratio will be determined based on reported NPAT excluding any exceptional items 
disclosed where applicable, and is subject to the Board considering Heartland’s capital needs, ROE accretive 
growth opportunities, balance sheet flexibility and financial performance. 
19 Including intercompany group charges. 
20 Underlying CTI ratio refers to the CTI ratio calculated using underlying results. The underlying CTI ratios for 
Heartland Bank and Heartland Bank Australia exclude intercompany group charges. When calculated using 
reported results, Heartland Bank’s CTI ratio was 55.1%, down from 56.4% in FY2025, and Heartland Bank 
Australia’s CTI ratio was 44.7%, down from 53.5% in FY2025. For more information, see pages 19 and 35 of the 
IP.  
21 Business Finance includes Asset Finance and Business Relationship. Excludes NSAs. 
22 Unsecured Lending includes Personal Lending and Open for Business which are winding down. 
23 As reported by RBNZ, the annual sector growth rate for agricultural lending increased from 0.5% to 1.8% in 
June 2026.   
24 Refer to “Changes in accounting estimates” in Note 20 – Fair Value of Heartland’s Financial Statements for 
the year ended 30 June 2026. 
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