


























































































































































 

PricewaterhouseCoopers, PwC Tower, 15 Customs Street West, 
Private Bag 92162, Auckland 1142, New Zealand 
T: +64 9 355 8000 

pwc.co.nz 

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. 



9 PwC - Independent auditor’s report 

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. 



3 PwC - Independent auditor’s report

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


