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ABOUT WESTPAC

Founded in 1817, Westpac is Australia’s
first bank and oldest company.

DIVISION OVERVIEW FY20 CASH EARNINGS
COMNSUMER Serves the banking needs of consurnars m Australia
inchudiing the sales and service of banking products, $2 746"1
from martgages, crodit cands, parsonal koans and ?

savings to deposit products. Ao works with Busingss,
Westpac Instiutional Bank (WIB). and Specialist
Busingsses n the sales, service and reforral of cortain
financial Lervices and products including genecal and
W insurance, superannuation, platforms, auto lendng
and foresgn exchange.

BUSINESS Sorees the banking needs of smali-to-medium

Buisinesses and commencial and agribusiness. $73 4m
CUSTHEMIDIS ACTOEs Asgtralia, Also SuRports the
banking needs of high nat worth individueals in

our Private Wealth businass

WESTPAC Dutlivers a broad range of financial services
IMSTITUTIOMAL 1o commercial. corparate. mstitutional and m
BAMK GovEIMIMent Customors operating in, and with

eonnections Lo, Australis and Mew Zealand.

10 COMUM?, Busingss, and institutional customesns
across New Jealand

NEW ZEALAND Drelivers banking, wealth snd insurance services $61 2
m

GROUP prludes Treasury, Technology and Core Support, 1 31 O
BUSIMESSES winich Comprses Group support functions of 5 m
Australian banking operations, properly Services

strategy. finsnce, risk, complianes, legal, hurman
rdourced, and cultomirs bnd corpacate relationg

SPECIALIST Brings (ogothed Thir Groud's NOR-Core Ausiralian

BUSINESSES Businessas, includmg superasnnuation, weallh ( 5 Oﬁm)
platforms, investments, Sulo nance, genersl

insurance, e iIngurance, |enoers Morigage

insurance, along with our operations in Fiji
and Papua Mow Guinea

ror  $2,290m  eirwines $2,608m
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With our portfolio of brands, we provide over 14,1 milliond customers with a full
range of banking services. We also provide selected insurance, superannuation and
wealth platform services to consumers and businesses. Our market capitalisation is
%61 billion with $912 billion of total assets (at 30 September 202070,

BRANDS MARKET SHARE
‘I' *ELQEDI"QB AUSTRALIA
bankS PR Gepostts® wortgage*

RANS 21% 22%

Businoss ‘Wealth

‘.' *ﬂ-ﬂﬂﬂ'ﬂﬂ cradit® platforms®
16% 18%

Customers

bank g Bank ot

s 12.1m

‘l " MEW ZEALAND

WiFestpac croup 19% 18%

1.3m

s <8T

s

Werlpac Paclfic ! Reber 10 page § fov a reconciladion of reported proht to
cazh pamings

£ imschadas Wisitpesr Paciic CustomoTs

I APHA Bankewg Slatistics, Sepbember 2000,

4 RB&A Financial Aggregates, Sepbember 2020

5 Strabegic Inskghts, Jums 3000 AN Master Funds Admen
E REMNZ, Ssptember 2020
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2020
Year in review

This year had been challenging, overihadowed by the
AUSTRAC proceedings, bushfires and storms, and
COVID-19. Through it all, we have remained focused
on helping customars, employess, and the Australian
and Mew Zealand sconomies.

The AUSTRAC lssuns highlighted shortcamings in our
rmanaspement of finandial crirme sk and have bean &
catalyst far change scross the Group, [n the last year,
wi have refreshed our Board and Executive Toam, are
refacusing on cone banking, and aré accelerating cur
program to address shorfcomings in Qur managemsnd
of risk. Change is underway, but there is a lot to do.

The Group's financial results wene disappomting.
Reported profit was 52,200 million, down GE%. Cash
SATMUAGS Wiha $2,60:8 million, down 6%, Much of

the decline resulted from cur operating environmont,
wivire wit laced lower manging and higher imoairment
charges - a direct result of COVID-19, Howoer, the
paoar retult was alse due to higher costs related o the
ALSTRALD procesdings along with sl wrile-downg
fram businesses we plan 0 oxit.

Mevertheloss, our Balance thee! remainaed strong
Our capital ratics are in the top guartile of banks
ghobally and funding and liquidity ratios ane
combartably ahead of regulatory minimums

Armplified by COVID-19, our shamne price declined over

Ehe year and dividends ware significantly lowar, Oigr

three priorities of fix, simplify and perform wndierpin

GidF PRANE 0o Fix the 133005, Gmplily o Dusass Sl

improve performance. Progress over the year inclueded:

= Five new Grolp Exsculives;

— Establishing our niny Spacialist Budnesses division
bBrmnging togeiher non-cong Sclivifies:

— Launching our nivw Lines of Butiness operating
el 1o clanify responsibiily and aCcountabiity
for end-to-end performance;

= lmplamantandg strectural and Spoaratians changes
to Ehe managemant of risk; and

= Comemancng ow CORE peogram bringing
togothor indtiatives o improve ron-Bnancial
risk management.

With a commetied team and prigeitses to fix, simplify,
and perform, we are confidant that we ane on the
Erath Lo Decomd & simphor, stFonges bank

B Bt & reCiresi'y Sdelvigers a8 BT Maon JO00
7 mat 0 SO MEsTE -t oo o Fpoar

2

il

Customers Financial
HIGHS [
Suppeorting customarns during Streng balance sheet
B CHTI capital ratia
~175,000 11.13%
Hartpage dederral packages

~40,000

Datorrals for Dusineises

1,980

Bash e recovery suppori
pashagar

Long-dated complaints

L 93%

#1

Business Banking NFS ranking™ !

LOWS

Hel Siabls
Funding Fatia

122%

Efficiency savings

$400m+

#3

Camiumar NP renking

Dbyt reskponding
10 cushomars givien incroased
quavias durng COWID-19

Hartgage 90 day
dplinguancies up
&8 basis posnts Lo

1.50%

'$1.2bn

Holabie ibems after Tax,
excluding AUSTRAC

o TEHD inbenen
iy e

Fina diviedand per share

31c

Share price®

+43%

aciateoe by pithrs of The Cumioeree'y mmadn feancisl nai: o rladl o

o L

Provmoted Soarabis @ radeimait of Basn B 00 s St rraFine Grilema. i i M Frgdedios REschngio Ve @ 1Y poest rasrvapaaisl Aty afiis W0 8 T atvimaly
ity el ) i Ry wrlaaly”. M PFOSu e SO0 e A Ll ] [y el RS D M (Ol 0 DRrBC 000 (08 ) S0, T privibvillined (o Proetaolis O HH
I Souroe DEM Comuiiiards Bosness Atk March - Sagans 2070, GHMA MO ognhpran, 68 Sounsise.
4 Soveew [ Computtarti Consurme Al Mans « Loguit 2000, GHsk Ml Weioes Groun cxitermers

C ]

B o 1 Sapi et J0 D o B0 Spphesdien PO Cigaerg yhang pras
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Operations
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AN @)

Risk

Sustainability

i

Employees

Launched Few Bosrd Legsl, Rogulsicry, Updated position Empioyee comenitment
WS Committon £
P — Clrnate Change 73;,
bop = Humnan Rights ’E
M Fanancial Crirse function
wilh Grous [ascidneg
Supporied peopls
reparting to CEQ 10 1b warking from home
L] n &t the peak of COVID:1D
chanas atons 22,000
SOILHNE
400+ ’
raw Hiek, Complianse and
Branch and ATM availabiti
during COVID-19 || Wil i srilurvng $"I 5 0 m+ Women in leadership®
; 50
:ﬁ'g 0 % in cemmunity investmird® | %
Srangihanagd nlrastruciun, 1 |
BT SY BRI QUL MO # | '9 4%
than Wby largest finamcier 19 greentiald "
renawabla energy pEolects in af emplayess vilng
Eringing Auwttralia for the past three Emnplayee Actess Prog
yoars’ tor confidentisd Courdaling
1,000 g
L)
jobd back Do Ausstralia
|
Mortgage balasces AUSTRAC'S Statement INAOEQLNTE DIENSIC RN [ tion o s
declining of Clakm and provizion moanitonng to help identify Tailowing review of AUSTRAC
2“ far panalty af ol child SrclearaEon | matsers®
% 1.3 20
¥ .3bn m
Camgbnsty o iT
AR LAUCIURE = long Additioaal | Board and Executive departures
Eimedrame to fis
$500m
APRA capitsl overlay
Far risk deficiencies

Credit impairment chargs

$3.2bn
T %$2.4bn

Entfrthed (et il v
LGdchal Trpherrdasr FOI0
BanrEalh g wob

Frogaceri pm o wapameen | peeranani and s s i semi o leser cen rooes sz res ihe Geteap, ereChapereg ine TECK Group Easn, iy, General Mansgey. s

el WA LIS aN MFlenroe Do Dutinas (uDD0set (EeCt reporTy 10 Genassl Managers snd e ghrecl repomsl, e (D) teen Dol leade) reee
Hrenk Bk (MEriral Mansge, a0d Bans and Aswater] Bash Masagern

S Rl t0@splanstzon i Remneraien Repoet i ihe oot Repoen
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PERFORMANCE REVIEW

FY20 performance

overview

Westpac Group delivered a not profit attributable
to owners of Westpac Banking Corporation for
Full Year 2020 of 52,290 milllon, a decroase of
54,494 million, down BE%.

Much of the decling can be traced back 0o the imgasct
of COVID-T9 on customars and on owr business. This
Included a material increase in impadrment charges
A% we put aside provislons for the estimated impact
of pobentiad future credit losses. Earnings were also
impacted by cur own Issuas, includeng the costs
associated with the ALUSTRAC matters,

I assessing performance, we use 'cash oarnings”

= o maasure of profit determined by adjusting

reported samings by three factors:

1. Material tems that do not reflect cngoeng
parformancos

2. Soma items that may not be considared whan
detarmaning dividends. including the amortisation
of intangible items, treasury shares or economic
hedging impacts; and

5. Accounting classifications betwean individual items
that do not impact reported results

Tio fusrties @xplin perfosmonce, i have identified a
numizer of major items that do not reflect underlying
performance. These are ‘notable ivems' and in

F20 were 52,619 million and included:

= Provisions and costs associated with the AUSTRAC
procesdings $1.442 million after tax

= Provisions for customer refunds, repayresnts,
mEsociated coLts and |iigatken itomes S440 milson
after ta

= The werite-dawn of mlangible tems 3614 million; and

= The net impact of major asset sales and revaluations
$123 mallion

REUFQRTED NET PROFIT ATTRIBUTABLE TO OWHNERS OF WESTPAC (3m)

Het interest incame
Mon interest nodme

Het operating income

Oporating axpensos

Hit profit befors iImpalrment charges and incoma tax
Impainment Changos

Prafit bolore income tax

Incone Lax sapense

Met profit for the period

Prafit attributable to non-cantroliing interests (NCI)
Met profit attributable to owners of WBC

Total cash eamings sdjustments (post Lax)

Cash parnings

Add back notable items

Cash earnings excluding notable items

16,694 16,907 n
3487 5742 ED]
20,183 X649 (73]
(12,7390 (10106) 6
T 444 K543 29
(3.078) (794} It
4,266 8,749 (568}
{1.974) (2,9593 (33}
2,292 6,790 (663
{2 ] 67
2,250 6,784 (B&1
ne &5 large
1,608 6547 LLF ]
2619 1047 150
5,227 7RO (34}

T R SR i Tars i TP o el DRI IT % OO Tl ATIN P RS B i 3 " Vel A P ol bl o B " B8 Wl Bl T L D Db il
R 40 RRRETE BSl BERUE BE ELAEE LN I T aehieten oF Bod SRl FERELE SR B AN I OlRaaTin naih i Derod 10 BeoiRe

e gt b that caikh
o abils 0 sl med e

by oy F

i doas rol hasd Bty sbandarSaed madmereg prostnbed withn B ES o U S GRAD ara thiepfors iy =of ba

W U Clh R et T o ot e U @ ey w10 As b e perherrmance of oe Budeeis Berlod s rotutled The Ml of Foe daem, reoled
aooewe ay Thay aftect the compansbdty of our hinanc gl eyt Cas samings W cevsrsed reguliety By managersend and e Board of Dwecion s part
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EXTERMNAL ENVIRONMENT

External environment

2020 has bean the most challenging year for the
banking system since the early 1990s recession,

This has baen largoty dua bo the direct and indirect
impacts of tha COVID-19 pandemic whach, ak 0
Septombar 2000, contribubed (o around one miflon
deaths from ower 32 million confirmed cases woridwade',
While Audtralia and Mow Tesland scted decisivaly Lo
pontral thix haalth ke of s pasndpmss, b okdowng
have had a profound impact on our BCONDMIDS.

Both naticns are n recesieon, Australa for the Test ime
im abmost 30 years. Further spiles in infection rates meay
incrpase restrictions already in place and considovable
uncertainky remains around when State and inlernational
barder restricions will be Wed.

Gapnifimant Bodies and financial instulans have
workied bopether Bo hoelp mitigate COVID'S impact and
maintain fimancial stab#ty. Governments and cendral
Banks have provicksd unprecedented lisais of heeal
and monetary stimulus, while banks hawe supparted
customers with substantial hardship packages

Mot surprisingly, the emvironment for most businesses
Is challgnging; including financial services companies,
Unemploymant has increased significantly, and
undenemployment & also bigh, consumer sentimeant
has only recently recovared from tha record lows
during the height of the pandenmic while business
irvestment is still contracting

Financial services companies have sxpenanced loweor
reburng, driven by very bow inberest rates, s activity,
pnd higher impairmant prosiions inanticigation of a
risg bn custiomier dofaalts

AL the sams timae, the sector continies 9 face intense
regidatory and legal scruting. Regulators are investigating
sevoral sector and company specific matters, including
those that emwrged in the Royal Comméssion into
Migconduct in the Banking, Superanmuation and Financial
Sorvicos Industry. These have led to some class actions.
In particulan, ASIC has indeatied it B puriuing & numier
of potentisd cases which may lead (o additional actions,
In responsa, financial sorvice companies are focusing on
rasing governance, cubluré and asccountability standards

Competition
Tha Group operaies in a highly compaititive environment
Wie serve the banking and risk managemant neads of

O compatitive position is dotermaned by many

Factars including:

= thi guality, range. mnovation and pricing of
products and serdoes:

= digifal and technology solutions;

= CARIOMSIF SBFVECE AN CoOnBnano;

— ‘the effecthveneds of, and sccess 1o, distrbution
Chamnagis;

— brand reputation and preference;
= the typs of customiars seeved: and
= thetalent and experience of our employees

Digetal inmavation is alio redefinng the compatitise
landscape. This has sccelerated through the COVID-18
pandemic. as cuttemens move away fram physical
aitlels 1o onihe S8 ons.

I Austraiia and MHew Zealand competition for depasis
and lgnding remains figrce. Apart from tha number of
pravidens and the range of product snd Lervice optiond,
slavwing damand amd a rise in kgusdety from monatary
stimulus has helghtened competitive intensity, 'While
thi pandemic has reduced the local focus af some
intgrnational ingtitutions, degetal finance proveders

have added to competitive intensity across & range

al producls and Serveles

Qutlook

This cutlook for 2021 s uncertain. COVID-10% path
remaing unpredictable and the risk of outbireaks & ever
presenl. While gowernment assistance has provided

# buther to the eoonomic MPacts, Ehis indisl support

i scheduied to unwind and is likety to Do replacod by
other more Lirgeted support. The Federsd Budgat, which
foatured porsonal tax cuts and mwestmaent incentives, has
been an impaortant addition but further fiscal stimulus
Py D r@ciudired

Against ths backdrop, we expect GOP i Australia to
incroasa by around 4% in the year o Septomber 071,

o rebound from the significant decline of argund 5%
expecied in th yoar to September guarter of 2030, The
outiook remains chalfenging. In the near term, growth s
already banefitting from the reopening of the etonony.
Minxt yoar wo axpect that to continuee, albel ot & slower
pace. Risks around the ongoing containment of the
wirw. the gradusl urwinding of the extensve suppart
maasures, and prospects for the global econamy

consumers, small businesses, corporate and ir onal
customers and compate with a large numiber of providers
across every product and servics, Comgatitors in
Australia and Mew Zealand include banks (both damestic
and global, investment banks. credit unions, building
sochthes, financg compuenies, morgags orginators,

card iSsuars, Buy fow ey KELer fifme and othes maney
lengiors, fund acdministration companies. indusiry funds,
Irmurance companies, online financial services providers,
B bechnology Comaaniis.

1 WHO Corpruwirua Dissase (COVID-100 Dask

o the uir iy high uncertainty we will
CONlinUE 16 dXpariensk

Wihile some gowernment programs will be wound back,
both fiscal and mongtary policy ang likely to remain
highly stimulatory wnkil unemplayment falls below

6% = 8 koy focus of the Australian Governmant,

Lirripleryrreenl i expected Lo Icrease In the lalter
mnths of 2020 to arpund 8%, Whila Ehis is bettor than
initial sapectations, it it expected bo remain between
T4 10 8% in 2020, 1l the et W Cof k1] finr,

ot s Finrlei®
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Our strategy supports

our purpase, harmesses
our strengths and refocuses
where change is required.
We have sharpened the
markets and products in
which we operate,
returning to banking,

and our home markets of
Australia and New Zealand
leveraging our portfolio

of brands.,

Our focus is on ConsuMmers,
businesses and institutional
- segments we know well,

Cwur three priorities
recagnise our need to
address our shortcomings,
reshape the business to
concentrate on our core
businesses and markets
while lifting service and
creating a stronger
performance ethic, This
will halp us to become a
simpler, stronger bank.

OUR STRATEGY

Our
purpose

Helping
Awustralians and
Mew Zealanders
succeed.

QuUR
PRIORITIES

Qur
focus

Banking for Australian
and Mew Zealand
consumers, businesses
and institutional
customers.

IL

J_;Q

Simplify




WHAT THIS
MEAMNS

Addressing our
shortcomings by materially
improving our managemant
of risk and risk culture,
reducing customer pain
points, completing historical
customer remediation
program, and reducing

the complexity of our
technology.

Returning to our core
businesses of banking in
Australia and Mew Zealand,
including exiting somea
businesses and international
locations. Rationalising
products and simplifying
processes to make [t easier
for customers.

Improving perfermance by
bullding customer layalty
and growth through sarvice,
sharpening our focus an
raturns, and resetting our
cost base. A strong balance
shoat and engaged
worklorce form the
foundations of performance.

WIESTRPAC SROLUS 300 ANPRIAL REPTRT

WHATIT
INVOLVES

= Risk managemeant

=Culture, including
risk culture

= Customer remediation
=IT complexity

—Reduce customer
pain points

=Exit non-core businesses
and consolidate
international locations

— Rationalise products

—Implement Ling of
Business operating model

— Transform wsing digital
and data

—Customer service -
market leading

—Mortgage growth

=Enhance returns,
optimise capital

=Strong balance sheet
=Rea-set cost base

OUR VALUES -
WHAT YOU CAN
EXPECT

Passionate abaut
providing a great
Customer experience

ETHICAL

<>

Trusted to do the
right thing

LEADING CHANGE

&

Determined bo make it
batter and be better

3ot

Accountable

7/

Inspired to keep it
simple and easy
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DELIVERING FOR OUR STAKEHOLDERS

e e

Delivering financial services Craating an environment
to consumers, businesses and where the best people
Institutions in Australla and want to work.
Mew Zealand.

— paid over $5.0bn
= Trusted with over $555bn to 40,225 employees

in customer deposits
—50% women
—Supported over $693bn in leadership roles?
in lending

—Recognised by the
Bloombaerg Gender
Equality Index for the
4th consecutive year

0
suppLicRs [
=Ml

Support local communities. Choosing suppliers responsibly
and paying them on time.

Isstrnant worth $6.5bn with $5.9m
in spend towards Indigenous-
=1m+ participants in owned businesses

financial education .
= Delivering on cur 2023 Human

—Westpac Foundation® grants to Rights Action Plan and working
social enterprises helped create to eliminate risk of modearn
719 jobs* for vulnerable Australians slavery across our business

operations and supply chain

-- -t

>
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SHAREHOLDERS .Q

Generating appropriate returns
over the long-term, including for
families who directly own almost
half of cur total shares on issue.

THE ECONOMY m

Supporting the financial system

Banks play an impartant role in supporting
thie economy through lending, deposits,
and the efficient low of funds,

= Jwr strong balance sheet

BOERICNE Lis o s nage Supporting Australla and New Zealand
downturn and deliver
Iong-term sharcholder value —Supported customers through COVID-19;

— Earmnings per share 65.7 cents around 1?5,000 martgage deferrals and
of 725 cants (cash eaming. around 40,000 businesses with deferrals

basis), dividends 31 cants —0ne of the first banks to enable access to
per share data as part of the 'Open Banking’ initiative

— LIl — & major cantributer of Mew Payments

=] 'hl _'_ (e Tin l I Platform transactions
- =1 One of Australia’s largest tax payers
1/ 0 —Westpac paid over $4DN° globally in various
| & 1

taxes during 2020, 99.7% of which were paid
2 | 5 in Awstralia and New Zealand (including the
| | bl 11 Major Bank Levy).

THE
ENVIRONMENT

Supporting the transition
to a climate resilient future.

—Dur effective tax rate for 2020 was 46%
or 56% including the Major Bank Levy,

— $101bn lending to climate A Pegrorea hor B30
T Poopor thor of wedemepn | pasrmanend anc masemien ieerm) m ssderuten roley
EHHI"I'BE Eﬂllunms- Ecrori Hh Ordaap, ndluesy The CTECL, Groop B xedud o, General Mandbgers.
i bpdatind §, wilh defpsfer a6l wiPhaintulair Gy Buriefuis Sl S fehrbe ¥ P T
3 g T i al PGS ST Dner (T FELNMTEL L g [ 32] D8 penale e
_CI'mtE ChEI'I'QE' PD!-'tmn iherg l-uhml::lr_mr.lllllmm lndl.l.ril.lnsc'l*hwn“ Tl H.n-u-nnn’

Statement and 2023 Action Plan ¥, Mo vty W .
d enpes Founiplion b stmerrilered Y WaFlDe: Commagnay Lsigd (0N 52

QBG BT TRG1 8 e fod Woenes Commmore y Teons (ARSI 265 16 w831

Tha Wewipas Comemursty Tnnd i & Publiic Ancdlary Fusd, seciomnasd by the ATCO aa

o D titnle Gl Prpcasiont. Mo of Weiksues Foundatson, Wintnse Commasly

Tnunl Lorvetied noe P WL DM Cormmamity Trust ane pae' D id sl G

woppoet, undied voduntssning . donatsong and
lu-drq‘«:r cperatoral cosil of WenEnse Foundalion

5% Joba created tfeough Be Weripac Foundaiion job oneaton geania fo sociai
#rherprin @ o the year' dnded 30 o 200

€ Tha maeedy { M%) o e Lar Dasd coimerae corparals meome Las. Dther tasm
i s B P sk Lty Son-netowir sble G4 T, parrrad L i fevge

Ll Lo




14 WESTPRAC GROUP 3000 AMNUAL REPDRT

O

F1X

Addressing our shortcomings .“.L

by matenally iImproving our & ...r.

management of risk and risk f

culture, reducing customer pain ' 1 | \
points, completing our historical l% K i
customer remediation program ' S

and reducing the complexity o
our technology systems
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In the past, Westpac's management of
risk has been consldered a strength,
particularly In our managemaent of capital,
funding, liquidity, and credit risk.

‘While we ratain a strong balance sheot,
saveral inquinies, including the Royal
Commission into Misconduct In the
Banking, Superannuation and Financial
Services Industry, the AUSTRAC
proceadings and our GWn as5assments have
neghlighted weaknesses in our managerment
al riak; particulary non-financial k.

Cur waaknesses wera indtially highlighted in
cur Culture Governance and Accountability
satf-assesemant (CGA sell-assassment)
compieted in 2008, Our COGA self-
assesament included 45 recommendations
and & program to respand commenced
soan after. However, Tollowing the
AUSTRAC proceedings, APRA asked
‘Westpac to reassess these plans (o ensung
that they remainad ‘it for purpose’

Whe released our réassesament (CGA
reassesemaent) on 17 July 2020, reinforcing
the initial findings but also sdentifyeng that
our risk culture was reactive and Immature
and that the theee lines of defence

medel (model defining risk management
responaibiltied wal nat well uhderstood.
It was also clear that we had become too
complex and whare issues wane uncovanad
wig wird slow to act,

The Group has been exposed 1o com pliance
laibures, regulatory braaches, customer
remadiation and begal actions. See pages
18 to 19 for a detailed account of the
AUSTRAC mattors.

We have sceepted our shortcomings and
are Leeking to materially it our standards
and fix the issues identified,

Thie first step has been to refine our
aperating structure. A new function for
Financial Crime, Conduect and Complisnce
has been created to increase the focus
and resources dirsoted to this impartant
arga. The Group Expcutive for this division
raports directly to the CEQ. We have also
anhanced our risk managaement framework
(for identifying. assessing and managing
risk), and increased cur Fisk management
FESOUFCES,

We have accepted our
shortcomings and have
commenced a number
of programs that seek
to materially lift cur
standards and fix the
issues identified.”

Follcwing the CGA reassassmant we
established the Customer Outcomes and
Risk Excollence (CORE) program. The
prograrm is designed to improve nan-
financial risk oversight {including from our
imvitial CGA sell-atsatamant], it risk culture,
and strengthen our risk managaement
framerwork. The program has 14 streams

of work under thrae categories:

1. Direction and tone sat by Board and
Group Executive - initiatives that et
chaar tanag and diréction fram leadership
0 promote a proactive risk culture.

2. Clear risk boundaries for decision-
making - simglifying risk managemant
framaworks and increasing capability
and resdurces in the Risk functkon,

3. Accountable and empowered people -
providing additional training and support
for employoes to halp them wundarstand
they all have a role in managing risk
and driving clearer accountabllity and
decrsnn-making.

Progress over the year incledes

400+

new Risk, Complsnce and

CORE program
Financlal Crime employeas url e rway
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A strong risk culture includes
being clear on accountability
and creating an environment
where it is safe to speak up.”

Strengthening risk culture

Thie strength of risk managemant in a
company 4 underpinned by its fisk cultlure
A strong risk culture is an environment
whone overyone can identify the nisks they
ara responsible for, are alert to changing
or g rishs and pro-actively address risks
when they emerge. [t also includes belng
clear on accountabdity and feefing safe

to speak up.

Strengthening rsk culture is a focus for
the Group and a key element of our CORE
| | programy Our new Lines of Budingess
operating model is establishing end-to-
Updated Coda of end responsibdity for customer gutcomaes
Conduct rodied out and improving our risk culture by clarifying
accouwntabilities. In addition, ouwr ILOD
model ks supporting theso structural
changes by lifting risk capabsity and
bpench-strength across the Group,

Othir changes b improve risk culture

include

— Mew risk culture framowork to better
define risk roles and responsibilities,

— Launch of an anling tool bo assess
a divigion's current risk culturg and
compang to our target. helping us identify
and pricritise arcas for improvement;

= Mow Risk Fundamentals training program
bing rolled out to all employees - to
ENSUNG @veryone understands the risk
culture we are seeking to develop:

= Risk culture dashboard to consistently
MeXsUre our progress; and

= Updating our Code of Conduct
reinforcing the importance of
speaking up.

Remediating customers

We have continued (o review our products,
protesses and palicies whene we have aot
got it right for customers. Where problems
have boen identified. we have commitbed
to fix them and refund customers. This task
is significant as it often mvolves indvidual
cusbamiers syver many years. The Groug
incwerred an after-tax cost of $440 million
for provisions for estimated customaer
refunds and payments, and litigation and
associabed costs In FY2030. Major items
inchided:

= Cortain busingss customers who warg
provided with business loans whare
they should have been provided loans
covered by the Natlonal Consumer
Cradit Protection Act and the Maticna
Credit Code;

= Compensation to platform customers
wiho were not advised of certain
corporate actions, and may hawe
been able to benefit; and

= Wihiere cortain wealth fees were
inadeguately disclosed,

2m+

customans recelved ower
280 millkon in relends in FY20
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93%

raductizn af lang
dated complasnts

74%

Ausiraban Banking
complaims resalnad
im S days companed
G IR I FY19

Reducing customer pain points

In 2018, we contralised the management

of complainis (o improve how thay arg
identified, logged and resolved, This
incheded a shift in culture to see complaints
as an opportunity to learn and do beatter

This hesghtened focus has contributed to
an increpse in the number of complaints we
capture, while making significant progriss
on improving how they are managad, in
FY20, we receied 168,674 complaints, a

145% Increase on FY19. in addition, we have:

— Reduced average time to resodution
fior complasnts to 6.5 days, from 3 days
I FY18;

= Reduced the number of long
dated complaints {45+ days ald)
from 288 to 21 at 30 September 2020;
and

= Solved 63% of complaints on the same
day in Saptembear 2020 compaded to
56% in September 2009,

Importantly, masghts from better complaint
managamant have lad to a numbar of
process improvemenls - reducing pain
points for customans

Redoubling our efforts to remove
IT complexity

W started a program to reduce complaxity
SOME Yoars ago, which prigritisad the
upgrade of our bechnology infrastructure
wihile commeancing tha developmant of our
customer service hub (which will becorme
thi consumer bank's central product
ar-boarding platforrm). At the same time,
wit have sought to ensure our customer
interface has kept pace with customaer
demands. This program has successfully
strengthened the stability, speed and
security of our systems and helped ensure
the bank remained cpen for business
thirgdegh thie COWVID-19 pandemss and
support customers via degital channpls

Having upgraded much of our technology
infrastructura, in 2020 we developed a
detallad technology roadmap for the nest
phase of our transformation to bulld a
singhe, mudti-brand operating ernvironment
That rosdrmap extends for over multiphe
yiars, recognising that technalogy will
change and we must be fledble. Significant
work is still required but our development
plan is chear

1 Ausitraban Banking dncluded Condumeil Ard Butanirs divislon products

TRANSFORMING QUR COMPLAINTS PROCESS
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AUSTRAC PROCEEDINGS EXPLAINED

AUSTRAC proceedings
overview

The AUSTRAC proceedings have
been discussed in various parts of our
Annual Report. With this overview wa
alm to provide a snapshot of what
happened, the issues highlighted and
what we're doing to fix them.

The issues highlighted by AUSTRAC in their
Spatement of Claim in November 2019 deeply
dizappainted sharsholders, customers, and the
community, as wall a5 Westpac's employoes.

Thei proceadings have Become a catalyst for change
at Westpse. We have acknowledged sur failings

and ane deeply sorry for what oocurred. We have
investigated the ssues and are determaned to fix
owr shartcomings, A broader change program is
underway to addrass the root causas

Following the AUSTRAC Staterment of Claim and

recognising the serousneds of the issues:

= The lormer CEQ stepped down and the Board
dabarmined 1o forleit all of his urvested equity;

= The formar Chasrman brought forward his
retiremant; and

= A former Non-guecutive Director and Cnairmian of
the Board Rigk & Compliancg Committes did not
seak re-ghnction,

On 24 September 2020, we reached bn B rasmant
with AUSTRAC to resolve the procesdings, subject
to Court approval. The resslution invalved the filing
of a Staterment of Agreed Facts and Admissions
{SAFA) with the Court, which an 21 Ochober 2030
approved the payment of a civil penalty of $1.3 billion
far the admatted contraventions of the Anti-Money
Laundering and Counter-Terrorsm Financing Act
2006 (Cth) (AML/CTF Act).

What happenad

O 20 November 2009, AUSTRAC commented

civil proceedings in the Federal Court of Australia
against Westpac i rolation to alleged contraventions
of the AML/CTF Act. The SAFA filed with tha

Court is avallable on our website. In summary. it
ackncwledged that we had not

= Maintained an AML/CTF Program that
Fully complied with the regquirements of the
AML/CTF Rules;

= Reported over 19.5 milion Intermaticnal
Funds Transfer Instructions (IFTESY an time:

= Incheded all required information about the
paryer in relation to oser 76,000 IFTIS that
wera reported on time:

= Passad on all rebevant information in relation
o approximately 10,500 IFTIs;

= Kept appropriate mecords relating to over
3.5 millban IFTig

— Appropriately assessed the nisks posed by
oaer correspondent banks; and

— Appropriately monitored a numbar of customars’
transactions for child sxplodtation risk

While we falled in c4r obiigations, the SAFA
acknowledged that tha contraventeons warne not
the result of any deliberate intention to breach the
AML/CTF Act

‘Wi carried out a review of these matters to be cloar
on what had occurred, understang the root cause,
and determing accountabllity, We also commissionad
a review by an axternal Advisory Panel into Board
Governance of AMLSCTF obligations. Tha outcomes
of these reviews, mcluding the Advisary Pansl report,
wre peleaded in June 2020 and are also available on
our wobsite,

The maén findings of the reviews were that some
areas of AML/CTF risk were not sulficiently
undersiood; there were uncleas and-to-end
accountabilities for managing AML/CTF compliance;
and thans was a lack of sufficient AML/CTF experiite
and resouncing,

The Advisory Panel found that the way the Board
organised its genersl governance responsibllites
was rainsbream and fit for purpose. They noted that,
with the benehil of hindsight, and notang the Board's
escalating focus in the area, Directors could hawe
recognided sadier the systemic nature of some of the
financial crima issues Westpac was facing. Thoy also
Foqnd that reporting to the Board on financial crime
matters was at times unintentionally incomplete

and Inaccurate:
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Monitaring and assessing transactions

O of the mast secous allegations made by
AUSTRAC retated to the way wo monitored
transactions for potential child exploltation risks.
In summary, Wastpac is required to monitor
transactions and submit suspicious matter reports
to AUSTRAC If it idantifies that certain patterns of
transactions ae indicative of child exploltation,

‘While we had monitoning in place, wo should
have implemented more robust monitoring of
transactions for this risk eadier than we did,

Since the AUSTRAC procesdings, we have
furthor updated our manitoring, reassessed prior
transactions and submitled additional suspicious
mattor roports o AUSTRAC,

Taking accountability

A range of remuneration CoONSRQUENcEs were
applied to 38 individuals, totalling over $20 million’
This inchuded cancalling 2020 short-term variable
rewiand (STVR) for the Growp Executive team and,
in some instances, adjusting prior year awards that
had yat o vest, Contequences were nol abde to be
appliad to some individuals ac thay had already lelt
the organisation and had no deferred remuneration
outstanding.

Fixing our mistakes

Within days of AUSTRAC's allegations, we released
a Response Plan which detailed our areas of loous,

Immediate fixes: This incheded closing the two
products that were the masn sowrco of ouwr fallings
and regorting a small number of outstanding IFTIs
o AUSTRALC.

Lifting anti-money laundering and risk management
standards: We commanced a program to alavate
thi importance of financial crime across the Group,
with more resournces, increasad seniority, and
greater oversight. We also updated our transaction
mmanatorng rules and enhanced oversight of the
LrOCHSSES.

Developments include;

— Establishing a Board Legal, Regulatory &
Compliance Committea:

= Elevating the Financial Crimwe, Compliance and
Conduct function, with the Group Exgcutive
reporting directly to the CEOY

= Increasing risk resources, including adding over
200 additional employeas ta our financial crime
tearm; and

The AUSTRAC proceedings
have become a catalyst for
change at Westpac.”

$24m

Establishad a Board Legal, commitied to iwe
Regulatory & Compilance shgnificant partnedshigs
Commities o reduce the Bumsn

impack of fnancial creme

— Strengthening the management of financial crime
righs including cur palicies, data feeding systems,
processes and controbs,

in addition, our broader plans bo im@rove ek
mMBRagEmEent Acraas the organaation will complament
the improved capability we are building in financial
crime, including enhancing our risk culture.

Safer Children, Safer Communities

W have alzo sstablished a Safer Childran, Safer
Communitias work program to help reduce the human
impact of financial crime with a particular focus on
child safeguarding, guided by experts n human rights,
child safety, online safety and law enforcemant. Thes
year, we established multi-year funding partnerships
with International Justice Mission and Save Ehe Childnen
CAustralia), and lunched a new Impact Grants pragram.
For mose about this, see page 36

1 Ffar Do exalsnaton in Remunecstion Beocet in tha Directors’ Regart
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Specialint Buinewes
revenue cantribution
1o Groug’

8%

Becoming a simpler bank

Complexity has been the source of many
of our issues. We expanded Into areas
where we did not have a competitive
advantage or scale to compete effectively
and we lost traction in some of our core
businesses,

At the same time, our operating model
becama too diffused, That is. decision
making was unclear, and we tended to
manags via committes and businessas
wiare not run end-te-end, This Inclusive
management approach, while collaborative,
tendad to diliute accountability and skong
deciion making.

Fundamental change is underway, and we
are now clear on the locations, markets
and businesses in which we will operate
Charsges include:

= Setting up the Specialist Businessas
diviston to hold the businesses which we
dio neot view ourselves as the long-tarm
oS of;

= Congolidating our intemational
cparations 1o focus more on the aroas
wihane we can best support customaers.
A5 a result, we will exit operations in
Baijing. Shanghal. Hong Kong, Mumbal
and Jakarta: and

= Moving to a Lines of Busaness operabing
madal. Undor this model, each line (a
majae customar offersng) has and-to-
end responsilbyility for that business.
For example, s our Morlgages Line
of Business s Managing Director is
rspongible for the enting mortgage
process from origination, pricing, credit
assassmant and sarvice

1 Cash @arnings sxckuding nofabds toms

We are clear on the
locations, markets and
businesses in which we
will operate.”

HEW DPERATING MODEL - LINES OF BUSINESS

Custamer Morigages
nSIGImANt | veryday Banking

Consurmir Finance

Cuist B Landing
g e Cash Management
Private Yaalth

Cuitamir Corporate and Insgifutional
sngagement | Banking

Financial Markats

| Global Transactional Servicas

Insurance

Superannuation, Platforms
| ‘and Inyestrnents

Auto and Vendar Frmance
Wastpae Facific
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To improve customer service, we
must simplify the way we operate;
this includes streamlining our
products and digitising processes.”

e

Inggired 1o keap E
simple amd easy

Simplifying products for customers

Tor improve CUustomer SErvice, W must WIB
Limplify the way Wwe operate; this includes = Simplifying our Global Transaction Sarvice

streamlining our products and digitising product platfcem and refocusing on core
B Rs3es. capalilithes: and

Onae guch inltiative & the migraticn of = Reducing the numbes of correspondent
customers [o newer and more Nexible banks we fransact with,

products which will uitimately allow us

to close a raft of iegacy products that Westpaz New Zealsnd

are no longer for sala, = Ramoved Mht Consumer progducts
including four discontinued homa
Other indtiatives contributmg o simpler toan products: and
::%ﬁbﬁt;;;;ﬂaw il = Migrated 12,000 credit card customers
from tsree descontinued products.
Caniumer

Wealth and Insurance

— Continued Lo migraté custormers and funds
from BT Wirap 1o the more modern and
flexibde BT Panorama platform (transition

— Implamented over 50 changes ta
our merigage process o streamline
applications; and

= Removed 40 fees (out of -200) to be completed inFY21); and
from aver 40 systerms - 20 more
will <5 i FY21. Mowad 18 supar products into gwr naw

BT Super praduct (to be complebed
Business by the end of 2027,
= Megrated around 14,000 S5t.George

Everyday Banking accounts and

closed five products;
= Femoved 11 feas across Westpac,

St.Gecrge, Bank of Melbourne

and Bank SA products; and
= Simplified cwr Marchant offering,

inchuding the closwre of 29 legacy

products.
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We ane using digital
b0 streamling arsd
SUASTSE BIOCREEEE

CASE
STUDY

Transforming digital

‘Wie ane modemising and simplifying o
technalogy, using digital to streamling
and automate processes and lift our data
capabilities to support risk managemant
and a batter customer exparance,

Thi events of this yesr hawe emphasised
the need to operate using onling channels.
Qur propie have responded to a huge
incrgasa in domand for onling servicoes
Developments this year have Included:

— Qpening new accownts and providing
card access (o elderly customars to avoid
having to enter a branch;

= Developing onling forms to manage
customer demand for payment deferrals;

— Expanding the use of the now paymants
platform for 5t.George customars:

= Intresducing a COVID-19 chatbol to betler
assist Australian customars with gueries:

— Being one of the first banks to enable
actass to data as part of the Cpen
Banking initiative;

= Laumnching (with other Australian banks)
& nvw Dlockehain technolegy to digitise
the bank guarantes process

= Expandsng WIB's digtal banking
platform - to make it easier lor
corporates to manage their balance
sheels and

— Cridsatsng e digital processes i
Mew Zealand including digital credit
sulbmissions, complants capture, and
onling formis for COVID-19 related
assistance.

Central to owr digital transformation has
been the need to improve data quality and
data managemaent. W have established a
data guality and management assessmant
dashbnard, a series of metrics assessing
data guality and our data infrastricture. All
the metrics improved owver the year due to;

= nfroducing more cantral oversight o
data quality and mansgemient;

— Implementing data quality measurement
and monitaring across the Group; and

— Implementing a new data certification
process for new and changed proceiies,
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Helping when it matters - a core We are focused on

""""“"]:"'"th . simplifying and streamlining
Help ustralians oW landaers !

succesd has been bohind our success for our operations so our

A 00 yaara. people can get on and do
Howaevar, this year's challenges and x

uncartaintbes have tested us. While we what they Ffu best, serve
retained our number one service ranking in customers.

Business Banking' against the other major
Awustrakan banks, we remained at number
three in Consumer. in New Zealand we ane
fourth of the major banks in service but we
hawe been closing the gap this year,

Our people have bean bahind our sucoess
in Business banking. respondéng to the
environment and working tirelessly o
suppart customers and businesses through
thie ups and downs of th year,

Austrakian Consumar NPS has improved

#1 over the year but our rank has not
ncreased. in part, this was bBecause we
:::",:::5';,"“ did not adeauately keep up with increased
demands for assistance in our Contact
Centres, In addition, scme of gur offshone
pariners waere disrupted by lockdowns, = ~
witich impacted service in mortgages.
Supporting customers when it matters DIGITAL ENHANCEMENTS DURING
3 mast is one of our core commitments coviD-19
# and strengths. Our people stepped up o
Consumar NPS the extraordinary svents of the wear, by
ranking® ensuring we remained open for business,

by supporting customers in their rangition
to contacthess banking and by helping
customaers establish loan repayrment
daferral arrangemants.

‘Whe are locused on simplifying and
streamiining our aperations so our people
can gt on and do what they do best.

1 Mot Score thar nat Lslihood of rec diation to othees
of tha custoamar s maen financisl imstitution for retail or business. banking
Mot Promater BooreiMis a trademank of Bain & Co Ing., Satmeltricfyitems,
., aned Fr Fredderick Bwichield, Using a 11 podet numerical soale sPars
0 s Extramedy likely” and 0 & Extromedy uniikely’, Met Promoter Score
is galcuiated by subiracting the percentage of Detrecton (3-6) from (he
parcentegd of Pramoters (3-100

2 Spwce: DEM Comultanty Budineis At Harch - Auguit 2020, GMMA
MFI cusiomars, all Dutrrses

3 Spwce DBM Corsuitants Consemer Abley, March = Suspust 3030, BMMA.
MF | Westpoos Groun customars.
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COVID-10 has changed many aspects of
life, including how we bank. Citied have
at times been deserted, the use of cash
has dramatically fallen, and demands
on our contact centres have escalated.
Vulnerable customers, many of whom
prifer face-to-face banking, have not
been able to visit branches. In short,
many customers are dolng it tough,

‘We were the first major bank to offer
customers a COVID-19 relief package on

1 Febneaey 2020 and respondod quickly
by radisaC ing resolUrces o whang thay
were neaded most; closing some Branchas,
and helping custamers acdopt o new Ways
of banking.

Wi worked hard 1o help those in financial SUPPORTING CUSTOMERS
difficulty by providing repaymant defarrals

and bridging facilities for businesses ahead 1 7 i o
of gevernment support payments. Many k k k

customers still need support and we will

i ‘ modigage delerral diufarralu for warly releaio
COnEYLE [ work constructively with them Backacie sttty e i T
o determing the most appropriale oplsons applications pald

PROVIDING CRITICAL BAMKING SERYICES AND INFRASTRUCTURE

>90% 1.5k

af bramch nofwork e EMOoyeEs
remalned open' FRerLdled e SuF
cuibamar iervica baama’

SUPPOATING EMPLOYIES TO WORK EFFECTIVILY

i 1 i L
Workplace COVID-19 hygiene and safety 2 2 k 1 x :5 m 1 m+
FBELLINDS in place. nclhud rHY DM ST

checking statnns {B5%) amplopeed minihd phovided Foiars &l gudis
warking fram Rame' 16 empleyeel and wvidea calia

Wpdated policies and stardasrds §o help proteck
ik pivysic ) @nd mantas health of our peopks

STANDHNG BEHIND THE ECONOMY AND COMMUNITIES

Supporiod loosl Commusnity Haintaired forus on
arpaniEations and social saterpdisoes CUBSTSTE B SO
thrawgh Weitpac Fowndation granta affected by bushdires

and ather charable donationy

1 AL ehs paak oFf thss SO0V D1E rdiinslichd acroad Sualralla
I bigich b Sepbombaer 2020
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Many Australians faced

the impacts of prolonged
arought, aevastating
bushfires and storms

over the yvear, We helped
customers through a range
of support packages.”

Lieyd Pigram, S1.Gearge

Uliadulls branch manasger,
with customer. Lyn Grey, at
Far Laks Conjoly property

Recovering from natural disasters HELPING THROUGH BUSHFIRES
Crver the year, many Australians faced the L
impacts of prolonged drought b well as un ew

stand
| Fyiy
o Ly mnol g

dievastating bushfires and storms. Large
areas of bushland, rumerous farme, and
townships were sevorely affected. In soma
CAERE, Communities were evacuated and
hamis and businedtes destroyed.

‘W halped customers back onto thelr
fieat throwgh a range of customer support
packages, including:

Drought - extended our support to
customars under a naw drought assistance
package; and a 5100 million fund to provide
carry=on finance loans of up to $1 millkon

1o existing eligible Westpac agribusiness
customers at a heavily discounted variabla
interest rate.

Bushfires - provided $3.8 million in
amergency cash grants to customers; and
around 1,980 disaster rebel packages.
W also recenved 503 home and contents
Insurance claims, with total clairms fram

pot
arant 1o had

e o s
Bushfires currently estimated at over e
37 millien.

In addithen, we donated ower 51.4 million to
ComMmuUnity groups and charities, including
Financial Counsalling Ausiralia, State-based

wolntedr firg dervices and the Foundalson
for Rural and Regional Renewal, $ :! 000
3
g

P mons on cur bashiirs respanse, 58 oud
Suitainability Performance wection on page 33,
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A clear purpose

In 2020, our people
developed a new
purposa, which has
been supported by a
refreshed set of values
and behaviours.

Do Fve walues - helplul,
athical, leading change,
performing. simple (or
HELPS) - guicke the way and
halp us achiave our purpose
'Helping Australians and
Mew Zoalanders sucoeed’,

& set of bahaviours brings
these values to lie, making
it clear for employeaes what
Is expacted of tham

Helping Australians and
HNew Zealanders succeed

HELPFUL

Passionate about
providing o great
CUSLOMT SOpErsencs

ETHICAL

i

Trusted to do the
right thing

LEADING CHANGE

2
(I

Datarminad to make It
battor and be better

PERFORMING

I -I
yag
oIS

Ir‘-u

Accountable
to get it done

SIMPLE

-7

Indpired to keep it
simiphe and sasy

A motivated workforce with a
strong performance ethic

Great servioe (5 underpinned Dy a highly
mativated workforce who ane capabile,
engaged and drinen Dy & &t of claar valugs,
in retpanding to the challanges of the yaar,
our people have lived our values of baing
hisdplul and ethecal, carning for CUSTOMaTS

in clficulty

Howanar, some alemants of our culturg
have hald us back, partsculary in the ares
af resk. This was highlighted inoour 2018
Culture, Governanoe and Accountabikty
{CGA) sell-assessment

This e ngw Cchanging, ¥YWe have commencad
& Culture program that sl Bunld on our
strengths of helping wihen ([ matters, care
and empaiiy. The program focuses on
croating a sempler and stronger Business
with high-performing teams where
everyonse knows their role in delivering har
customers, and is able to constructively
challengd and raise isswes early. AL the
samg time, IE will hatp us to turn around
the aspects of our culture that are holding
us Back, such as complexity, siow SaCsion
making and diluted accountability,

Chisr nrav purposs and simplified vabuegs
and boehaviowrs also support this cultural
change

Despite the challenges faced owver Uhe wiar,
employes loyalty and support has been
litthe changed. Employee commitment was
73% at September 2020, up from 7% at
the and of FY12
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Aestoring marigage
grawth i a key
prigrity

Strong balance sheet and
improved capital efficiency

Maintasning the strength of our balance
sheat while improving capital efficsency
i oeritical in this ervisonment. To maintain
capital strength, we had to make some
difficult decisions aver the year inchsding
raksing capital in Movernber 2008, and nat
paying the 2020 interim dividend.

‘W recognise that many shareholders
rily on dividends, especially sell-funded
refirecs, However, given the emdranment
and circumstances at the time, this decision
was considered to be in the best long-term
interosts of Westpac and of sharpholdars.

O capital position is Strong and owr CET]
capital ratio was 1.13% at 30 September
2020. Funding and ligquidity Mso rérmain
robust, and well dbowe APRAN menimems.
This solid foundation allows us to continua
supporting customers and the economy
through this challenging time.

Improved capital efficiency will slso emerge
8% we exit Businesses in our Spaciakst
Bussnassas division. In additean Lo not baing
core to our future, these activities typscally
nave capital returnd balow the Group
average. We ane also reconsidering other
low-raturning products/services whaere a
path to acceptable returns is difficult to
achige,

Restoring mortgage growth

Since 2019, cur mortgage portfolio has grown
below system. This is a result of several factors
including accelerated repaymants, the early
implemantation of expanded mortgage
assessment criteria in 2019, cperational

issues in processing mortgages incheding

the shut-dewn af certain offshore partners.

Restoring mortgage growth is & priority and
our Mortgages Line of Business has helped to
rdantify Issuaes in our processes. We are ndw
implementing the necessary changes which
abm to improve growth relathve o system in
the year ahasd.

Productivity = a continual focus

As growth slows, improving efficiency becomes
CVER MOre IMportant. Over recent years we hanve
improved efficiency by bitween $300 million
and $500 million annually. In 2020, wi savwed
over 400 million of costs, althowgh this was
offset by inflationary cost increases, higher risk
and compliance costs and additional resources
devoted to caur COVID-T9 response.

While our priosity remasns supgorting customers
thirough this difficult time, we have not kost
sight of the need o reset our cost base and
fundamentally improve efficiency. bn part,
edficiency wall ikedy improve as we simpdily our
business and reduce compéexity. Additional
opportunities ane also expeciod to emerge from
digital, and assessing opportunities to reduce
our corporate footprint. We plan to announce a
cost reset program in 2021,

SHIFTING FOCUS DURING COVID-15

@ EFear s
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BUILDING A SUSTAINABLE FUTURE

As one of Australia’s largest financial institutions, we recognise our rale in helping to create
positive social, economic and environmental impact.

Every vear, through our sustainability materiality assessment process, we identify the
business opportunities and challenges that matter most to our stakeholders. This helps
inform our appraach to how we create long-term sustainabla value for our customarns,
employees, suppliers, shareholders and communities.

2020 most material sustainability topics

@ Conduct and cullure
( Poor conduct has pmded public trust in

Westpac and the financial services sectos, Digitisation crestes opportunities bo improve |

In rgsponse, we havg pdans i place designed efficiency and dislives riw Bnd improved Seneced :
1o sErengiihen cur oulture, and improve gur where, how and when customers choose to
BICoss08 b delnadr BEtlad €ushamspr argaged with us.
CRIRCOrmrs
Information security and data privacy
(@) Governance and risk managoment @ Maintaining confidentiality and the security of
= 5 Wi have enhanced our governance this year our Sy Slems and data s pammaunt in retaining
and are bulding a stronger rsk managemant the Erust and confidence of our stakaholders.

capability. This change is critical to theo
reputation and financial strength of the Group, Worklorce wellbeing and talent
ratention

ﬂﬁﬁ Financial performance Maintaining a securs, iexible and suppartive
Drplivening sound fnancial performance and workplace helps us attraci. rotain and dowedop
& strong halance shasl undenping our abelty oair paople
e suppart cwttomers, the econamy and the
Group's M-l ducceis,

Climate change risks and cpportunities

Q

A5 8 major financil institution, W have

u Changing regulatory landscape A IMEpartant rolg in managing thi risks and
Superyvision and regulation in the financiad eoportunities of chmate change

LEOAOEE SACTOF CONDNLEE 10 dvolve, CRATNg

change and complexily in how we operate SUpporting commanities In need
- . % A an integral $erion providier in the
Customer satisfaction and exparience communilies in which we cperate. we suppart

~ | Customers wanl banking o be easier, thaze in need Bciuding in times of emergency
sirmpler and mone efficient. At the same time, and recowery, We also support initiatives that
CUSIOMEr NEeds are Docoming mone oomiphe address complay socketal and gconomic issues )

Human rights business risk

ok

HELP Customer vulnerability and hardship
D plslify b supooet Customers in times

Wy sk bo posftivaly impact human nghts in our '
of handship and Svazipate wihien they s vialii@ chain Lhisugh our role &5 8n Smploner &
vulnerable allows us to help when it fostering nchusion and diversity, our lending, |
MALkErs oAt understanding our rale in supporting Indigenous

| cOMMuUnbes, our ivsastments in fends, and

Customer safety and access through our supply chain,
‘ Manfamning an ernvirdnmsént whéne customers

can safely and conwensently access our
produchs and sorvces

Cur approach to identifying cur material sustainability topecs is aligned to the Global Reporting Initiative
(GRT) Standards (208 and the AANCD AccountAality Principles Standard (20883
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Our 2018-2020 Sustainability Strategy

We update our sustainsbility strategy every three years. Our [ast
sustainability strategy was launched in 2017 and centred on three
priorities whers we belioved we could have the greatest impact
and create sustainable hong-term vabue by:

Y

HH'H

Helping people Helping people
maki Battos croale & prosperous
financial
decivben

e ity apenda 1or action on
i e wilEsging af

Cultuire

The foliowing pages assess oW progress on this strategy in its
final year, ahead of the launch of our 2025-2023 Sustainability
Strategy. We have made good progress cver the last theee years
mgating or exceeding over BO% of the meoasures set in 2007,

T Tedal nurmder of measses mel divided by botal romier of measunes.

Cooaaletinn Stateemant on Clenane
i 0TS, wiherh highigits. o
it o the Pari Chmale
Agreprenl ol glohs

W TrerEg B ks Thaes Twed cegroe.
Cobtrt BOre Coi-whri il Wik

Fouanding 1Qnalory 1o (he Listed
Mg ey ol Coimpads s
supgerier of Tha UM Prolsct,
P | erety’ § My

TCFD|

Clenatn e reporing ailgned
150 vl ACOTTMASERAE OF Thi
Task Forge pn Clenabs-rplated
Fiancal fuicioure




Sustainability
performance
progress

Progress highlights in the
final yvear of our 2018-2020
Sustainability Strategy.

Helping people
make better
financial decisions

During the past year we delivered a range
of lenancial education programs nsss hing
&sn estimated one million individusls, a3 well
as businessas, not for-profit orgoanisations
and community groups through ‘Westpac's
Davidson Ingtitute in Australia and

the Managing Your Money program in

MNew Zealand. Together with the launch of
a new ondine platform, we introduced new
ey bo understand Content, including &
financial fitness course

Other initiatives nclude financial capakbility
FREDMENCES Tor young Australsans via Year L3

and through our new Instagram TV channel;

wiamen via Ruin Cannechion, and ablar
Australians via Slavts a8 60,

il ik Lo ke
develapmant goaly

Hew and simpler products and services

Lustomers want ssmpler, smarter and
cmpoiiver Banking. We confinvue [o

Py OUF pRoducts and procesing

to reduce complexily and improwe

Lervice, To imprase the hame ownirdhap
experience, we now have digital tools to
hielp customiers propanrg for thgir firgt homag
loan appointment, upload documants,
accept a loan offer in one click and track
their appdication via online banking through
to settlament, with rerminders and alarts
With BO% of digetal customers using thoir
phone for banking, we arne ralling oul 8 new
Westpac personal banking app, designed
for a faster and sasier experience, with mone
intuitive navigation and quicker payments
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SupDoTlEnGg mons than
24,000 Euslamers

o ppriencing
wulnerabality throwegh
war specialist teams

Helping people
by being there
when it matters
most to them

Our tesms are working hard to support
customers, communities and the
sconomy throughout the COVID-12
pandemsic. Our initial response focused
on protecting our people and customers
whila remaining open for business and
putting in place a range of customar
support packages such as mortgage and
bassiness loan deferrats, Our focus has mow
shifted to WiOrking with customears who
nead more individual support

Bafore COVID-19, many customers and
commaunities ware, and continue to b,
impacted by drought and last summar's
devastating bushfires. Support packages
included morigage and buskness loan
deferrals, emengency cash grants and

& $100 mélion fund bo provide Carmy-on
finance loans of up to §1 million to exasting
eligible drought affected agribusiness
customers at a discountad variable
Interast rake

W approved over F5.000 applicatons
for financial assistance from customans
eupergncing hinancial hardihipg in FY20

Helping those in need of extra care

We continue to improve support for
customers in vulnerable cincurnstances,
This wear, wiir introduced an entenprise-
wide ttandard 1o halp our people
support customars i vulnerabls
circumstances. In addition. we developod
our Family or Domastic Viclence Position
Statement, which outlines the principles
we apply when supporting affected
customers.

W offar o variety of resources to assist
customers and their familses experiencing
challenging circumstances such as the
loss of a loved one, divorce of separation,
or elder financial abuse. Following

the COVID-19 restrictions, we offered
suppart for elderly customers and peaple
experiencing vulnerability o set up
contactieds banking

Remote banking support

Wastpac Remote Services supports
Aboriginal and Torres Strait Islandar
CuEtomErs in remote commnities who

rmay face geographic, language and cultural
barriers to accessing financial services.

First piloted uny 2018, this yaar wa

expandad Yur Ingkarninthe, our Indigenous
Conmection call centre, 1o Customars

in all States and Territories, conducting

over 18,000 cuttomer conversations to
support a variaty of remote banking needs
These ncheded access to cards or cash,
establishing telephone and internet banking
and resolving issuas related to scams

and fraud.

Aligamant to 1he wuitainable
develapmant gaalt
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CASE
STUDY

Helping people
create a prosperous
nation

To help our peogle develop thair skills, we
provice a rangs of structured and self-
paced learning experiences, including
virtual coaching support 1o help bankars
have greal custormer conversations and
dispen nelationdhipg

‘Wia have also partnered with leading
umiversities to offer employees a range
of micro-cradantials in discaplings such
as risk, lending and service

719 jobs

Westpac Foundation' grants to
socil entorpeises helped create
T joba® fod sulneralile Auilralisni

Diglivered owed $150 millias
Im gammeEnity Invettmaent’

THE BREAD AND BUTTER PROJECT

cunaial o b creakon granis fo wcos snierpnse .

Helping create jobs for vulnerable
Australians

Westpac Foundation' paid $2.3 million in
grants to halp organisations that provide
employment, education and training support
for some of Australa’s most visnerabde
Giwen COVID-19's impact, the Foundation
browught forsand grant payrments and
expanded B3 non-financial suppart, working
with industry phrtrers o offer accass o

pro bong skills

This year, Westpac Foundalion alss
parbnerad with the Foundation for Rural
and Regsonal Renewal (FRRR) to award
grants to S0 comimunity Srgandationd i
rural, regional and remote communities
affected by drowght, bushfires and
COVID-19

the yoar sndied 30 Jure 3000
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A QUANTUM ALPHABET

| plan to use my
Fellowship as an
opportunity to
showcase what is
possible and Inspire
young scientists to
follow their passion.”

Scholar

Or Jacquiline R ' P

Tomorrow's leaders

Wastpac Scholars Trust® awards

100 scholarships each year to individuals
who have the ideas and drive to help shape
tihe future of Australia, Since baginning in
2014, Westpac Scholars Trust has awarded
scholarships valuod al 3248 rmillian in
partnership with 22 unbversitbos aeross
Bustralia

Westpac Scholars ane talanted Australians
fecusad on tackiing a range of issues, from
hinding treatments Lo rarg Gieeates, I
craating innovative businesses that halp
150wk 200ial probléma. Today thare Bie
almaost 500 Westpac Scholars

$3.9m

in Full yaas 2020 Wartpat Scholars
Trust awarded $3.9 million in
educational scholarzhips (o the
nant 54 WeItpac Scholasy
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Auntralia‘y largest
financier of greenfisld
remewabie energy
projects for the past
thede PEars" - Sie
Clirmate chasgs on
page 43 for mone
informatiaon

Social and affordable housing

Diuring Uhi year we wire joint lead
managers for Mational Housing Finarnce and
Iveestrment Casrparation (MHFIC) on bwa
social bonds, including the largest social
bond by an Australian ssser Funds raised
by the bonds will support ¢

housing providors across New South Wales,
Queensland, South Australia, Tasmania,
Victoria and Western Australia, financing
over 4,700 properties, including over

LIDD new duwellings.

Cwir lending to the social and affordable
housing sector increased to $1.7 bilion®
This reflects a change in market dynamics,
with funding sowrces to the sector mong
diversified, We continue 1o SUpport
MHFIC and its clients,

Safer Children, Safer Communities

One of thie commitments if our Responss
Plan to the AUSTRAC procoadings was

to develop a program o help reduce

thie human impact of inancial crime,

The program Involves a series of actions
and imvestmentt we intend Lo deliver m
Australia and across the Asia Pacific Region
over three years to make a meaningful
impact on child safety and protection

To guide cuwr aporoach, we established
the Safpr Chidrar, Safer Cormmamiios
Roundtable of experts in human rights,
child safaty, onling safaty and law
enforcemant

B SoeEE LGOS SERemnE Q0D

Prograss this year inchsded developing
strategic partnerships with International
Justice Mission to provide $18 millicn
over three years to tackle online sexual
expboitathon of children in the Phibppines,
and with Save the Children {Australia) ta
provide 36 million ower six yiears 1o Support
the defrvery of its ‘Protect Children -
Philippines’ project

Wia are working with an intemational
non-government organisation o invest
£25 million in cross-industry data sharing
projects o better detect, monilar, report
and prevent harm to childoen associated
with fimancial crime.

Most recently, we laenched a naw Impact
Grants program, allocating $9.2 million 1o
support community organisations and not-
for-profits working acro4s a range of child
safaly and protection inftiatives in Australia.

Principles for Responsible Banking

In 2017, wa ware a founding bank and
signatory to the Principles for Responsible
Banking (PRE), an initiative of the United
Nations Environment Programmie Financo
Initiative (LUNER F1). Last year. we became
tha first bank giobally (o report in
akgnment with the draft principles

Allg o e (Y

develapment goaly

A Egfen ok Takal Af E i

4 in e Lol and A fordaden Pouteg sedlor tisoe 2011
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redalution far
complaints’ i

6.5 days, companed
ta B dayi i 2096

A culture that is
caring, inclusive
and innovative

We arg working 1o addrgds the culturg
shortcomings utlingd in the Culture,
Governance and Accountability (CGA)
saif-assessment. with a program that
builds on our strengths of caring and
empathvy, while turning around aspects of
our culture which have held us back, swth
as complexity and diluted acesuntabdity.
Our nw purpose and simplified values
and behaviowrs are also supporting this
cultural change,

Promaoting an inclusive society,
where our workforce reflects
our customers

Racognising and embracing the diversity
of our people helps us to create an
inchusive culture where employees feal
they belong, are encouraged to bring new
waat and undarstand the diversity af tha
communities we sarve

‘Wi have introduced a new Cultural
Diversity Leadership Shadowing Program
with 210 employens participating in the
first yoar.

Weslpad wad included in the Bloomberg
Gender Equality Index far the fourth
SO bl ol

We walcomed 115 new Aborigingl of Torrmas
Strait Islander employeas and incroased
thié regeonal Toatpeint of Gur Aborigenal &
Tosrres Strait Islander traineeship program,
widch provides pasd full-time or Schadl-
based traineoships to build experience in
fenancial services

W also launched the second intake of
our Tailosed Talent program for those
on the Autism spectrem. This program
recaiyed Aulism Austraka’s 020 Aspact
Advancement A ard

! lroegs Bbamal Dwpute Bestiuton complarnty saciudag Will corplns

Improving the way we resolve
customar issuas

Ower the past two years, we have made
significant changes to the managemant
of customer complaints, boath in terms
of ouwr processes and by identifying and
addressing root cause issues that lead
Lo eormplaant s

Initiatives include complaints skilling
sessions for bankers with a focus on first
poant résalubion, an updated Complaints
Meanagerment Standard and continuing

to make infarmatian on how o make 5
complaint easier ta find. We have alsa
ralled out a new complaint s managemant
system to hedp smprose tha Cusiomaors
exparience and for better compliance
and reporting

We also continuwe to refund custamers
whera weo have not got it right through
our customor remandiation programs
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Continuing to
make progress on
the sustainability
fundamentals

Health, safety and wellbeing

O priority throwgh COVID=19 has been
to protect our peopde while remasving
open for Dusiness. Wie have implemented
a range of measures to support the health
and wellbesng of employees, including
enhanced cheaning, providing personal
protective sgquipment, termparatune
chachks in larger sites and installation of
polycarbonate screens in branches, Where
possible, employees are working remotety,
wtth oeeer 20,000 warking from homa. YWe
also introduced special leave provisions o
address iliness, self-isclation and changing
childcare responsibilities

Cwver 2,000 leaders have completed training
i the earky intervention and pravention af
mental ill-health, and the importance of
supportive leadership, Since COVID-19, wa
have introduced minw health and wellbeing
resources, including for parants and carers
balancing home and work commitments,
and for employess axposed [0 Increased
risks of domestic and family viclence

SUSTAINABILITY-LINKED LOAN

Sustainable lending and investment

Many corporate and instifutional customers
arg moving o moee sustalinabie Dusiness
models. We offer a range of sustainable
hinance products and senvices to

support them in the transition, including
sustainabslity-Enked loans that incentivise
borrowers to moet pro-determinoed
sustainability targets

Diuring the year, v updated owr
Sustainability Rigk Management Framework
and ESG Credit Risk Policy, developad tools
to support bankers wivin considerning ESG
risks, and enhancodd our positkon statemants
including on climate and human rights

Human rights

See Human rights on page 40
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®

HMaintained carbon
nawirsd status

75%

Renowable energy
raprotenty 7E% of
o larding to the
efectricity sector

A+

A rating for BT s
sustainabile investment
siradegy and govemance
thicugh the Principles
For Responsible

IAreEsE et (PRI

Environment"

We are committed to reducing the climate
change impacts of owr oparations. We
achieved an 1% reduction in Scope 1 and
Scope 2 greaenhouse gas emissions in 2020
compared 1o 2009, and a 27% reduction
snce 20167, The reduction over the last four
years has been driven by commercial and
retadl site consolidation and refurbishments
as well ag oncite solar installations. Reduced
staff numibers at corporate sites due 1o

the COVID-19 pandemic contributed
approvimnately 2% of the reporled redustion
in Scope 1 and 2 emissions this year

Responsible sourcing

Wa work with over B B00 supplier partners
and during the year procured goods and
sarvices worth 56.5 billion across Australia
and Mew Zealand

In redponte to the Modern Slavery Act 2018
{Cth), we have published a new Responsible
Sourcing Code of Conduct, updated our
Rasponsible Sourcing assessment tool

to incroase our ablity to identify risks of
madarn slavery and expancded the soops

of our assessment activitkes to suppliers in
hégh risk categories, cutside of cur Top 100
by spend. 'We have commenced a redesign
al the Responsible Sourcing Program 1o
enhance our methods of identifying ESG
risks and take steps to mitigate and manage
ESG risks across differant industries and
deapar into our supply chain

1 Erwironenendaf lostnret dats an 88 30 Jure 2000, unlew otherese stabsd
2 FYil Scod= 1 85l T baaabns: W80 1C0 o

Cour supphiar inclusion and daaersity
program has continued Lo grow with
%19 midlion spent with diverse suppliers
during the year, incheding 35.9 million
with Indigenous-owned busineises

Community and social impact

Throwgh our Communily BRograms,

W SUDPOrt our employess to make

& difference in the Bsues and causes
impartant to them. Maoreé than 3,000
employeet participated in our volunteering
programs, sharing thair skills ar time to
support community partners and social
ontarprises,

In additson, ower 52.7 million was donated
to mare than 780 charities through owr
Matching Gifts program, which matches
employee donations to eligible Australian
charities dollar-for-dollar

FIRST GREEN LOAN IN
SUPERANMUATION
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Human rights

Respecting and advancing human
rights helps us to achieve our
vision to help Australians and
MNew Zealanders succeed. It
reflects our belief that all people
are entitled to basic rights and
freedoms without discrimination.

Owr Human Rights

Our commitment

Podition Statement
and F02% Actian H
Pran: to human rights
Az a major financial Institution, we
understand that through cur activities we
may impact on human rights, whether in
our rele a2 o financial services provider,
Commas 1o 19 Bpacinic lender, purchaser of goods and services,
::.W:‘.":m"“‘ employer, or supporter of communities.
We recognise we have both a respansibdity
to respect human rights, and cpportunities
—_— to positively impact human rights, acroas
our walue chain, In partioular, Westpac
pcknowledges and has Laken acoountability
Sels ouk the pringipies for its inadoguate transaction monitaring
hat gide our to halp identify potential child exploitation
approsth and halgs Ewory threo years, wo reviow and update
ﬂ: m'"" dn:"m our Human Rights Position Statement and
Framarworks and ol Acthon Plan (Human Rights Acbon Flan)
mmﬂ to lay out the principles that guide our
Ehoe paing arg i
S Eeiick: approach and help stakeholders identify

the specific policies, frameworks and other
documanis where those principles &re
applied in practics.

In May, we published our thard Human
Rights Position Statement since 2015,
togathor with our 2023 Action Plan,

This sets cut nineteen specific actions to
be addressed over the next three yoars for
o we will more deeply embed respect
for Maerman fghvts o owr Business and
business relationships, in Bne with the

UM Guiding Prncipled on Butiness and
Hurman Rights.

Governance and oversight

The Westpad Growp Boand has oversight
af our approach to human rights and our
managemant of human rights risks. Qur
Human Rights Action Plan is reviewed by
the Executive Team and approved by the
Board every three years.

The Board Risk Commattes condiders and
approvas Wastpac's Sustainability Risk
Management Framework {(which includes
hrnan rights risks) evary two years,

The implemantation and managemaent
Gl Wirstpac's approach bo human rights
is led by Group Exgcutives
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Identifying our salient human rights issues

Salient hurman rights issues ang the human rights at risk of the most severs negative
impact throwgh a company’s activities and business relations. The following Salient
Supported the hurman rights have boen identified a5 kay focus ameas
psychalogical health

Kl iculgariy
m“h:':‘t't::::‘:““ Financial services provider | — Cugtomers expariencing vwingrability due to COVID-1S,

of baskifires and safious illness and natural disasters, including bushfires
ek Lo — Use of our services to adversely impact on huwman rights
— ACCRLE Do serveted by Indiginous populations

= Information securily &nd dals privacy

Lender = Labour rnghts and land-redated human rights
Emplayar = ‘Work related mantal ill-haalth

[ o= Exclusion and discrimination
Purchaser of goods: and = infair wages and working conditions
services

= MOdarn Hl..'l'ﬂ"f:" I our SpErations and Suppiy chain

Managing human rights issues

This year, we took a number of important
stops to wplift cwr respect for human rights, in
linia with the Human Rights Action Plan:

= delvered exira lovel of care and sensitivity
i U Wy Wi Serve and Support customers
exporiencing vulnerability,

— progressed a significant madti-year program
al work 1o addrest mansgement of financial
crim risks, including those associated with
chald axplaitatiom

— commanced a series of sctions and
irvestmeent s in Audiealis and acroas the Adia
Pacific region through our Safer Children,
Safer Communitins work program; TAKIMG ACTION ONM MODERM

— updated cur ESG Crodit Risk Policy and SLAVERY

aur position on certain sensitinvg $eciors 1o

include further guidance on human righits

risks and to further ombeg the pr ncaple

of 'risk to people’ as well as risk to the

biasamess;

supported the psychologecal haaith and

safoty of our workforce, particularly in light

of bushfires and COVID-T8; and

published gur Slavery and Human

Trafficking Statement for the 2D financial

year in accordance with the Mooern Savery

At 2005 (LK) and made progrdgs bo maat

the requirermnents of the newly commencod

Australian Modern Savery Act 2018 (Cih).

]
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Climate change *

Westpac recognises that cimate
change is one of the most
significant issues that will impact
the long-term prosperity of the
global economy and our way of life.

Bomen Solar Fanm in Wages Wagga, MW

Climate-related
financial disclosure

W are committed to managing our
business in allgnment with the Parls
Agresmaent and the need to transition to
& net rers emissions economy by 2080,

Thare is continued development in the
climate change agenda and nCreasng
Intarest fromn investors, regulators,
Cuslomiars and the oomimunily s our
approach o this issue, This year, we
further integrated mansgarmient of climate
changd Impacts intd our business,

Since 2008, the Group has published
disclosuras in ling with the
recommendations of the Task Force on
Climate-related Financial Disclosures
{TCFD) and our performance aganst these
recamenendations s summartsed balow.
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Climate change: Strategy

Key achievements from our 2020 Climate Action Plan over the year:

CLIHATE CHAHOE SOLUTIONS I
Provide finance to -
back climate change

g solutions e

Increased lending to chimato change solutions, taking total commitied
expoduna (o 51001 billion, excéeding our targat” of $10 billion by 2020; and
Facilitated 34,8 billion for climate change talutions, exceeding our

2020 targat of 53 bilion.

SUPPORT BUSIMESSES I

Support businessos -

Raducad the emissions intensity of our landing to the alactricity
generation sector from 036 LCO -/ MWh in 2007 to 025 P00, -a/MWh
exceading our 2020 target of (.30 100 -a/Mwin

Maéntained our commitment (o stringent lendng standards in the
thermal coal minng sector;

Supported customars’ transition strategies through sustainable finance
structures, such as sustainablliby-Enked loant - see case study page 58
and

Throwgh BT, continued our imohmmant in Climate Action 100+, an
investor-led inltiative bo engage systemically important greenhouse
gas amitters and help achieve the goals of the Paris Agresment.

Prowided gwar 3,400 natural disaster relief packages 1o assist customens
affectod by floods, bushfires and other disasters over the year - sod
page 27 for furthar details; and

Wosipac Now Zealand kaunched a Warm Up Homie Loan, offering

up to MZSI0.000 interast-froe, for five years, to make homes healthier
and more energy affickent.

o that manage thelr
climate-related risks
HELP CUSTOMERS I
Halp individual -
HELP customers respond
to climate change
IMPROVE BISCLOSURE |

Improve and disclote  —
aur climate change
performance

Reduced Scope 1and 2 emissions by 7% sinca 20067 exceeding our
reduction target of 9% by 2030:

Commenced renewable electricity supply from Bomen Solar Farm

in Q4 2030, We expact 1o source over 45% of our annual slectricity
requirgmant from rengwables in 2021, and are on track 1o meet our
commitmant of 100% by 2025;

Wastpac New Zealand became Now Zealand's first Toito carbon zeno
cartified bank in 2020; and

Released our updated Climate Change Position Statement and 2023
Action Plan

POLICY ADVOCACY I
Advochte for policies -
— that stimulate

inwestmant in climate
change iolutions

actively engaged in indwstry nitiatives on key climate change thames.,
inchuding theough the UN Principles for Responsible Banking, Australian
Sustainabde Finance Initiative, Australian Business Roundtable for
Disaster Resilience and Safer Communities, and Climate Maasurament
Standards initlathve (CMES1

1 Piegrass aRd Lanes ind kehdng be Chmabs S80S0, Shl FREaned oA 8= Taeal’, ReS-EUmRlee Ba s

T FYWh Scope Vand 3 asslea W4T 830 5C0 =
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Climate change update (continued)

$3.5 billian new ending

solutions by 2023 and
B15 beion by 2030

Strategy update

In May, we released our updated Chmate

Change Position Statemaent and 2023

Action Plan {Climate Action Plan). Our

updated Clhmabe Action Plan describes

the principles that wndargin cur climate

change strategy, recognisng that:

= atransition toa net zero emissions
economy is reguired by 2050;

= gonomic growth and emissions
reductions are complementary goals:

= addrassing climate change Creatas
opportunities;

— clsmate-related risk is a financial risk; and

— ColleCtivie SO, transparancy and
discloswre matter,

To address climate change risk and

opportunilies, ouwr Chmate Action Plan

identifies thoee sreas whernd we expect

o direct our st tention over the thort,

maerdium and long-term. We will:

— hilp CUSEOMGTS AN COMITRETItss
respond to climate change;

= improve the cimabe change performance
of our operations: and

— support initistives and policies to achieve
the goals of the Paris Agresment.

The Chmate Action Plan slio identifies
areas where we will continue to improse our
oversight, risk managemant and disclosure
of climate changa rsks and oppartunities.

Oversight

The Board has oversight of the Group's
approach to and management of climate
change and recaives twica-yearky updates
Crur CHmate Action Plan is approved by the
Board evary thies years. The Board Risk
Commities considers and approves our
Sustainability Risk Managerment Framewark
{which includes climate change rishs) every
two yoars,

The managament af our responss 1o
chmate change is led by Group Executives.
The Suctainsbility Councal (Counl),
sponsoned by the Group Executive.
Customaer and Corporate Ralations,
comprises senior lnaders from across the
Group with responsibiity for managing
Westpac's sustainability agenda, inchuding
climate change.

Thi Councill meets at least quartarsy angd has
climate change as a standing agenda item

The Council reports 1o the Executnne Tesm
and Board through twice-yearly updatos.

Various committess overses different
eflements of our chimate change strabegy.

= tha Sustainable Finance Committes
coardenales initlatnves 1o achiee
Wastpac's chmate changs solutions
targets. It reports to the Council;

= the Climate Change Risk Committes
aversees work to identify and manage the
polential impact an credil Bxpodwres from
climate change-related transition and
physical risks across the Growp, It reports
to the Group Credit Risk Committes; and

— the Erwironment Management Committes
oversses strategies and initiatives to
reduce our anvironmaental footpring,
particularly targets on energy and
emissions. It reports o the Couwncil.

Diiwisicnal ridk commitbées conzider the

climate change dimensions of our business

activities as required.

During the year, the Board:

= attended & training warkshog lod by
industry exports to discuss climate
change risks, imesior expactations
and directors’ duties;

— approved the Group's fowrth Climate
Action Plan in April 20000 and

= noted a summary of developments in
climate changs in its six-monthiy update.

Ta enhance overdight of climate change vee:

= alegned the Climate Change Risk
Commaties, chaired by the Group Chisf
Cradit Officer, to be a sub-committes
af the Group Creditl Risk Commities 1o
improwve oversight of climate-rolated
financial risks;

— implemented chmate change updates to
risk forums for mapor customar-facing
divisions including Westoac instituticnal
Bank {\WIB]), Businass division, Consumer
division and Wastpac Now Zealand
Limited; and

= commanced work o enhance chmate
change reparting to the Board.

L] mw‘l'ﬂttwmqﬂnmlmmHHA-::!#HH{IHImuﬂrlnmlﬂm#ﬁtiMMWMﬂydu:u-whl
Erurwton {for svey sttt Ermiity or i Lrity] of maurer. The povimands and s sbepsed for B30 hulon Bhase posrioii
Cinciudeng :l:'ndl-" tha o e i and = bannk wTE b
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Managing climate-related risks

Climale change risks ane managed within
the Group’s risk mansgemant framaawrk
W sodk (o understand the potontial for
climata-related transition, physical and
kitigation risks to impact cuwr business. in
partcilar the possibla npact on Crodit nsk,
regulatery and repariing cbisgations, and
O FEDULateDn

Throwgh owr Climate Action Plan, we set out
criteria for lending to emissions-infensnaeg
and climate-vulnerable sectors, supparting
customers that are in, or rellant on, these
LRCRars and Who assess the hinancanl
imglications of climate change on ther
business, including how their strategies are
Fikely to perform under various farward-
looking scenanios, and demonstrate o
rigorous approach o governance, strategy
sotting, risk managemant and repocting

We review our Sustainabslity Risk
Managoment Framework, risk appetite
misasures and policies ensuring the critera
et out in the Chmate Action Plan ang
ntegrated. These criteria are applied at the
portfolio, customer and transaction bewel
whtng appropriate. Escalation of climate-
related risks to relevant divisional risk
committees occurs in accordance with tha
Sustainability Risk Management Framewark
if the identified risks are not within risk
appetite then the applicatson of conditions
o manage the ks may ba consedarad, or
the transaction may be declsed

CLIMATE CHANGE RISK COMMITTEE

Risks associated

with climate change
have environmental,
social and economic
dimensions and are
predicted to impact all
aspects of society.

Boman Solar Farm in Wagaa YWaaga, MSW
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Westpac has long understood that
climate-related risk is a financial risk.
This is one of the reasons why we
have been taking action on this issue
for over a decade.

This wear we improved climate-related

risk managemaent by

— gstablishang “Sustainability” &% & Lovel 1
Risk in ther Group Risk Taxonomy
to enhance our focus on material
sustainabibity risks including climate
changs;

= realgning ownership ol e Sustamability
Risk Management Framewark Trom
Group Sustainability to Risk Lo improve
Integration with Group-wide risk
approachas;

— initiating & review of our Sustainability
Risk Management Framawork, Risk
Appetite Statements and ESG Credit
Palicy to integrate the criteria st out
i our new Climate Action Plan;

= analysing the credit characteristics
of lending in industry sectors and
postcodes which may face highar risks
by 2050 under climate change scenarios
devaloped in 2018 and 20719

- pompleting Westpac Mew Zealand's first
climate rick discloswres in line with TCFD
recommendations; and

= conducting a physical risk assessment
of the impact of sea leval rise on
coastal flooding and erosion on the
Weslpac Mew Jealand ressdantial
martgage book,

Scenario analysis

Since 2016, Westpac has evolved IS sceénarnio
analysis to ivfarn s assesamant of climate-
related risks and opportunitics over the short,
rmirdiurm and long-térm. The findings fram
our stenaria analysis informed our current
Climate Action Plan which autlines a range

of commitments to halp customaers and
communities respond o chmabe change

W continue o esess’

— the resilentce of our Australian Business
and lidtitutional’ lending to tranditkon rigk
wEing 1.5 and 2-digrees scenarios; and

— the potential maact of clemate-relabed
phytical risks on the Austealian mortgage
portfolic’ anging from global warming
sconarics of both 2 and 4-dagreds,

Ag ar 30 September 2020:

= the share of our current Australian Business
and nstitulional partiobo exposed
to sectors which may face relatively
migher grawth conatraints® at 2030 and
2050 under climate change transition
sédnands {1.5-degraas and 2-dograds) is
shown baliow:

Idesresanchondo | MO%| - 248
2-degrees scenarlo 0D9% | 28%

= the share of our current Austratian
martgage portfolio in postoodes which
by 2050 are likely (o be exposed to
highar physical risks under & 4-cdegrees
scenano | approximately 1.7%.

As part of our Climate Action Plan. further

WOk underway includes:

= gssesting climate-related physical nisks
an o Australian agribusiness postiolio
and how we can continue 1o suppart our
custamens 1o respond:

= updating our assessment of physical risk in
Gur Austraban Mortgage book and how we
can help customers Become mare climate-
regilient;

== ih'hﬁgrﬂld\n clirmata Iﬂ'lﬂl‘lﬂﬁ considerationg
into our stress-testing capability: and

— analysing lending scrots the Ghengy seclor,
inchuding a ‘deep dive’ on the oil and gas
foctor under Paris-aligned scenarnios -
SO0 NEEt DAgE

1 iy scoms ol deesisped o 1000 snd 3070 - Ao forihes delien wee pagert TIE- 130 of ous 2009 dnnasl Report

T Endtulled itdiel biroitiags, diid Bafi n a8
} Eachucisy A AMS arad Bouety Accass

& Larton whisa medarn (2030} dnd Wbeg-liem DTAG] perfermaatr urster § SEner S dinaaied Uy morp thin oae slasde f Sevisson Brlw ieraga

GOF growih were clavufed s Fegher nak
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Energy sector focus

Cur focus on the energy sector recognises its critical role in tha transition (o a low carbon economy and our
role in supporting this change, Diering the year we undertook furthar anatysis bo expand disclosune of gur total
committed exposure (o the enargy sector valse chain in WIB®,

In addition to the criteria for financing activities in the anergy sector set out in our Climate Action Plan,
wie have commaenced work to further understand the rele of oll and gas in the transition to a low carbon

BCOnCMy.

5 AR fipures ane Totsl Sommated Espoiares {TCET 5t 30 Sepsemibar D020 for WIS aaly
B Auviraks snd Mews Zealsnd anky O with aral srcion e BOTDAN B tanad on
e ]

T Coal meihin el i e L= L age ENITOA of St i [P Ll druasl Teand il ilale=moda.
Thermal coal it -
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Corporate governance

Introduction

This Corporate Governance Statement, which has been approved by the Board, describes
our corporate governance framework, policies and practices as at 1 November 2020.

Framework and our approach to governance

Corporate governance is the framework of systems, policies and processes by which we
operate, make decisions and hold people to account. The framework establishes the roles
and responsibilities of Westpac's Board and management. It also establishes the systems,
policies and processes for monitoring and evaluating Board and management performance
and the practices for corporate reporting, disclosure, remuneration, risk management and
engagement of security holders.

Our approach to corporate governance is based on a set of values and behaviours that
underpin our day-to-day activities, and are designed to promote transparency, fair dealing
and the protection of stakeholder interests. It includes aspiring to the highest standards of
corporate governance, which Westpac sees as fundamental to the sustainability of our
business and our performance.

In July 2020, we announced the findings of our reassessment of our Culture, Governance
and Accountability Program which was undertaken in response to a request from APRA. The
reassessment found that important shortcomings remain in Westpac’s culture, governance
and accountability frameworks and practices and highlighted that important aspects of
Westpac’s non-financial risk culture have been ‘immature and reactive’.

Westpac is focused on addressing the shortcomings identified by the reassessment,
including through a program called Customer Outcomes and Risk Excellence (CORE).
CORE is a comprehensive, Group-wide transformation program that focuses on oversight of
non-financial risk, and on strengthening our risk culture, risk frameworks and risk
management capability. While the Board is responsible for the governance of the CORE
program, oversight of the CORE program workstreams has been allocated to the Board
Legal, Regulatory & Compliance Committee. In addition, the CORE workstream - ‘Board
Governance of Non-Financial Risk’ - is sponsored by the Chairs of the Board Risk Committee
and the Board Legal, Regulatory & Compliance Committee.

For further information refer to the Strategic Review, and to the Risk Management Section of
this Corporate Governance Statement below.

In addition, we regularly review local and global developments in corporate governance to
assess their implications and to respond to changes in the operating environment. We also
seek to improve our systems, processes and policies and look to strengthen our frameworks
to reflect changing expectations where appropriate.

We have equity securities quoted on securities exchanges in Australia, New Zealand and the
United States.

Australia

The principal listing of Westpac ordinary shares is on the ASX, trading under the code
WBC. Westpac also has hybrid securities, capital notes, senior notes and subordinated
notes listed on the ASX.

We have followed the ASX Corporate Governance Principles and Recommendations
(third edition) (ASXCGC Recommendations) published by the ASX Limited’s Corporate
Governance Council (ASXCGC) throughout the year. In addition, we have reviewed our
relevant governance practices in respect of the fourth edition of the ASX Corporate
Governance Principles and Recommendations in anticipation of reporting against them
for the 2021 financial year.

We must comply with the Corporations Act and the Banking Act, including Part [IAA -
The Banking Executive Accountability Regime (BEAR) amongst other laws, and, as an
Authorised Deposit-taking Institution, with governance requirements prescribed by
APRA under Prudential Standard CPS 510 Governance.

This Corporate Governance Statement addresses each of the ASXCGC
Recommendations with an explanation of our corporate governance practices,
demonstrating our compliance with each Recommendation.

Further details about the ASXCGC Recommendations can be found on the ASX website
www.asx.com.au.

In this Corporate Governance Statement a reference to ‘Westpac’, ‘Group’, ‘Westpac
Group’, ‘we’, ‘'us’ and ‘our’ is to Westpac Banking Corporation ABN 33 007 457 141 and
its subsidiaries unless it clearly means just Westpac Banking Corporation.

New Zealand

Westpac'’s ordinary shares are also quoted on the NZX, which is the main board equity
security market operated by NZX Limited. Westpac also has subordinated notes quoted
on the NZX Debt Market. As a foreign exempt issuer in New Zealand, we are deemed to
satisfy and comply with the NZX Listing Rules, provided that we remain listed on the
ASX and comply with the ASX Listing Rules.

The ASX, through the ASXCGC Recommendations and the NZX, through the NZX
Corporate Governance Code, has adopted similar ‘comply or explain’ approaches to
corporate governance. The ASXCGC Recommendations may, however, materially differ
from the corporate governance rules and the principles of NZX’s Corporate Governance
Code.




Corporate governance

United States

Westpac has American Depositary Shares (ADS) representing its ordinary shares quoted on
the New York Stock Exchange (NYSE), trading under the symbol WBK. Under the NYSE
Listing Rules, foreign private issuers (like Westpac) are permitted to follow home country
practice in respect of corporate governance in lieu of the NYSE Listing Rules. However, we
are still required to comply with certain audit committee and additional notification
requirements.

We comply in all material respects with all NYSE Listing Rules applicable to us.

Under the NYSE Listing Rules, foreign private issuers are required to disclose any significant
ways in which their corporate governance practices differ from those followed by domestic
US companies. We have compared our corporate governance practices to the corporate
governance requirements of the NYSE Listing Rules and note the significant differences
below.

The NYSE Listing Rules require that, subject to limited exceptions, shareholders be given the
opportunity to vote on equity compensation plans and material revisions to those plans. In
Australia, except in certain circumstances, there are no laws or ASX Listing Rules that
require shareholder approval of equity-based incentive plans or individual grants under those
plans (other than for Directors, including the Managing Director and Chief Executive Officer
(CEQ)).

Westpac's employee equity plans have been disclosed in the Remuneration Report in
Section 10 of the Directors’ report, which is subject to a non-binding shareholder vote at the
Annual General Meeting (AGM) and grants to our CEO are approved by shareholders. The
details of grants under our equity-based incentive plans have been disclosed in Note 33 of
our financial statements for the year ended 30 September 2020.

The NYSE Listing Rules set out specific requirements for determining whether a director will
be regarded as independent. While these requirements are broadly consistent with
Westpac's criteria for independence (described below under ‘Board, Committees and
oversight of management’), under Australian independence requirements, the Board is able
to apply discretion in its determination of a director’s independence that differs from the
NYSE Listing Rules.

The NYSE Listing Rules also provide that the Board Nominations & Governance Committee’s
responsibilities should include selecting, or recommending that the Board select, the Director
nominees for the next annual meeting of shareholders and overseeing the evaluation of the
Board. The Board, rather than the Board Nominations & Governance Committee, reviews
and recommends the Director nominees for election at the AGM and undertakes an annual
review of its performance.
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WESTPAC’S BOARD AND BOARD COMMITTEE STRUCTURE

The diagram above shows Westpac's Board and current Board Committee structure. The structure comprises a Board with six Board Committees that oversee Westpac'’s business. The Board’s
responsibilities include approving and overseeing management’s implementation of the strategy and business plan of the Westpac Group, approving the Group’s risk management framework, risk
management strategy and risk appetite statement, and monitoring the effectiveness of risk management by the Westpac Group.

From time to time, the Board may form other Committees or request Directors to undertake specific extra duties. In addition, from time to time, the Board participates (either directly or through
representatives) in due diligence committees in relation to strategic decisions and capital and funding activities.

The Board has delegated to the CEO, and through the CEO to the Executive Team, responsibility for the day-to-day management of Westpac's business.

The key functions of the Board and each of the Board Committees are outlined in this Corporate Governance Statement. All Board Committee Charters are available on our website at
www.westpac.com.au/corpgov.
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How the Board and Board Committees work including oversight of management
The roles, responsibilities and accountabilities of the Board and Board Committees were
amended during the year by updating the Board and Board Committee charters. The key
responsibilities of the Board and Board Committees set out in this Corporate Governance
Statement are based on the Charters that took effect on either 1 June 2020 or 1 July 2020.

Board of Directors

Roles and responsibilities

The role of the Board is to provide leadership and strategic guidance for Westpac and its
related bodies corporate. The Board Charter outlines the roles and responsibilities of the
Board. Key responsibilities are:

«  approving, and overseeing management'’s implementation of, the strategic direction of the
Westpac Group, its business plan and significant corporate strategic initiatives;

+  assessing and reviewing the performance of the Board and its Board Committees and
determining Board size and composition;

«  approving the Westpac Board Renewal Policy, Board Tenure Policy, and the Westpac
Group Remuneration Policy;

. selecting, appointing and determining terms of appointment of the CEO and Chief
Financial Officer (CFO);

. approving individual remuneration levels and adjustments (including forfeiture and
clawback) to variable remuneration where appropriate for Group Executives, other
executives who report directly to the CEO, any other accountable persons under the
BEAR and any other person the Board determines;

+  evaluating the performance of the CEO;

«  approving the appointment of Group Executives, the General Manager, Group Audit and
any other person the Board determines and monitoring the performance of Group
Executives;

. approving the annual targets and financial statements and monitoring financial
performance against forecast and prior periods;

«  determining our dividend policy and the amount, nature and timing of dividends to be paid;

. considering and approving our overall risk management framework for managing financial
and non-financial risk;

+  approving our Group Risk Management Framework, Group Risk Management Strategy
and Group Risk Appetite Statement and monitoring the effectiveness of risk management
by the Group;

«  forming a view of our risk culture and overseeing the identification of, and steps taken to
address any desirable changes to risk culture;

«  considering the social, ethical and environmental impact of our activities, setting standards
and monitoring compliance with our sustainability policies and practices;

+  overseeing and monitoring workplace, health and safety (WHS) issues in the Group and
considering appropriate WHS reports and information; and
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. maintaining an ongoing dialogue with Westpac's external auditor and, where appropriate,
principal regulators.

Board areas of focus in FY20
This year the Board (including with assistance from its Committees) has focused on:

«  overseeing the program of actions to address the matters raised by the Australian
Transaction Reports and Analysis Centre (AUSTRAC) in its Statement of Claim including
by:

—  establishing a Board Financial Crime Committee to oversee the implementation of
Westpac’s enhanced financial crime program;

—  appointing Promontory Australia to undertake an external assurance review of
Westpac’s management accountability review and an external review of Westpac’s
financial crime program;

— appointing an independent Advisory Panel to review the Board’s governance with
respect to the Group’s anti-money laundering and counter- terrorism financing
(AML/CTF) obligations;

—  determining accountability and applying remuneration consequences for the CEO,
Group Executives and other relevant current and former Westpac employees in
respect of the issues identified in the AUSTRAC Statement of Claim;

«  appointing a new CEO and overseeing changes to, and succession planning of the
Executive Leadership Team, including the creation of three new Group Executive roles
being Group Executive, Financial Crime, Compliance & Conduct, Chief Executive,
Specialist Businesses and Chief Operating Officer;

«  overseeing the Group’s response to the COVID-19 pandemic;
«  our three strategic priorities: Fix, Simplify and Perform;

«  overseeing the establishment of a new Specialist Businesses division which has
undertaken a strategic review of certain businesses to simplify Westpac’s portfolio;

«  establishing a Board Legal, Regulatory & Compliance Committee as a new sub-committee
of the Board Risk Committee to assist with overseeing management of financial crime risk,
material litigation and regulatory investigations, customer remediation activities,
compliance and conduct risk;

«  overseeing the implementation of a new Lines of Business operating model to clarify
responsibilities and accountability for end-to-end performance;

+  reviewing the findings of the reassessment of the Culture, Governance and Accountability
Program (including appointing Promontory Australia to provide independent assurance
over the reassessment) and overseeing the CORE program which Westpac has embarked
on following the reassessment; and

+  approving a new Code of Conduct, a new purpose ‘Helping Australians and New
Zealanders Succeed’, a new set of values ‘Helpful, Ethical, Leading Change, Performing
and Simple’ and a set of behaviours to bring those values to life.

1. The Board Financial Crime Committee was established and dissolved during the reporting period, with its remaining responsibilities assumed by the Board Legal, Regulatory & Compliance Committee.
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Meeting with Regulators

The Board also met with representatives from the Australian Securities and Investments
Commission, Australian Prudential Regulation Authority and the Australian Financial
Complaints Authority during the course of the year.

Delegated authority

The Constitution and the Board Charter enable the Board to delegate to Board Committees
and management.

The roles and responsibilities delegated to the Board Committees are captured in the Charters
of each of the six established Committees, namely:

« Audit;

* Risk;

« Legal, Regulatory & Compliance;
« Nominations & Governance;

* Remuneration; and

« Technology.

The Board Charter, Board Committee Charters and Westpac’s Constitution are available on
our website at www.westpac.com.au/corpgov.

The Delegated Authority Policy Framework outlines the principles Westpac has adopted to
govern decision- making within the Westpac Group, including to put in place channels of
escalation and reporting to the Board. The scope of, and limitations to, authority delegated by
the Board to the CEO and through the CEO to other Group Executives, is articulated in formal
delegation instruments and covers areas such as operating and capital expenditure, funding
and securitisation, and lending. These delegations have been implemented with a view to
balancing effective oversight with appropriate empowerment and accountability of
management. Any matters or transactions outside the delegations of authority given to
management are required to be referred to the appropriate Board or relevant Board Committee
for approval.

The Executive Team and Executive Risk Committee are management committees (that is, they
are not committees of the Board) that have a role in implementing Board-approved strategies
and policies and managing risk across the Group.

Independence

Together, the Directors have a broad range of relevant financial and other skills and
knowledge, combined with the extensive experience necessary to guide our business. Details
are set out in Section 1 of the Directors’ report. A skills matrix for the Board appears in this
statement.

All of our Non-executive Directors satisfy our criteria for independence, which aligns with the
guidance provided in the ASXCGC Recommendations and the criteria applied by the NYSE
and the US Securities and Exchange Commission (SEC).

The Board assesses the independence of our Directors on appointment and annually. Each
Director provides an annual attestation of his or her interests and independence. Directors are
considered to be independent if they are independent of management and free from any
business or other relationship that could materially interfere with, or could reasonably be
perceived to materially interfere with, the exercise of their unfettered and independent
judgement, who acts in the best interests of Westpac as a whole, rather than the interests of an
individual shareholder or other party. Materiality is assessed on a case by case basis by
reference to each Director’s individual circumstances rather than by applying general
materiality thresholds.

Each Director is required to disclose any business or other relationship that he or she has
directly, or as a partner, shareholder or officer of a company or other entity that has an interest
or a business or other relationship with Westpac or another Westpac Group member. The
Board considers information about any such interests or relationships, including any related
financial or other details, when it assesses the Director’s independence.
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Size and membership of Board Committees’ as at 30 September 2020

Committee Composition®®

BOARD AUDIT
COMMITTEE

BOARD RISK
COMMITTEE

BOARD LEGAL,
REGULATORY

& COMPLIANCE
COMMITTEE

BOARD
NOMINATIONS
& GOVERNANCE
COMMITTEE
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BOARD
REMUNERATION
COMMITTEE

BOARD TECHNOLOGY
COMMITTEE

NUMBER OF
MEMBERS* 4

4

All members are Independent Non-

COMPOSITION : N
executive Directors

All members are Independent Non-
executive Directors®

All members are Independent Non-
executive Directors®

All members are Independent Non-
executive Directors

All members are Independent Non-
executive Directors

Maximum one Executive Director

Other members are Independent Non-

executive Directors

John McFarlane Chair
Chairman,
Non-executive, v

Independent

Peter King
CEO, Executive v

Nerida Caesar
Non-executive, / /
Independent

Alison Deans Chair
Non-executive, / / /
Independent /

Craig Dunn Chair
Non-executive, '/ /
Independent /

Steven Harker
Non-executive, ‘/ ‘/
Independent

Chris Lynch
Non-executive, \/ \/
Independent

Peter Marriott Chair’
Non-executive, \/ air ‘/ ‘/ ‘/
Independent /

Peter Nash Chair o’
Non-executive, air / alr /

Independent / /

Margaret Seale
Non-executive, / /
Independent

of that C were Peter Nash (Chairman), Nerida

1 The Board Financial Crime Committee was established and dissolved during the reporting period, with its remaining responsibilities assumed by the Board Legal, Regulatory & Compliance C i The
Caesar, Steven Harker and Margaret Seale.

2 Composition requirements for each Committee are set out in the relevant Committee Charter. Consistent with each Committee Charter, the Chairman of each Committee is determined by the Board.

3 The Board Committee composition changes which have occurred in FY20 can be found in the ‘Directors’ meetings’ table in the Directors’ Report in the 2020 Annual Report.

4 All Board Committees except the Board Nominations & Governance Committee must have a minimum of three members. The Board Nominations & Governance Ct is of all Board C Chairs, Board Chairman and other members as determined
by the Board.

5  The Committee must also include at least one member of the Board Audit Committee and at least one member of the Board Remuneration Committee.

6  The Committee must also include the Chair of the Risk Committee as a member.

7 The Chair must be an Independent Non-executive Director, who is not the Board Chairman.
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Chairman
The Board elects one of the independent Non-executive Directors as Chairman. Our Chairman
is John McFarlane who became Chairman on 1 April 2020. The Chairman’s role includes:

« providing effective leadership to the Board in relation to all Board matters;

« guiding the agenda and conducting all Board meetings to facilitate discussions,
challenge and decision-making;

« in conjunction with the Company Secretary, arranging regular Board meetings
throughout the year and confirming that minutes of meetings accurately record
decisions taken and, where appropriate, the views of individual Directors;

« overseeing the process for appraising Directors and the Board as a whole;
« overseeing Board succession;

« acting as a conduit between management and the Board, and being the primary
point of communication between the Board and CEO;

« representing the views of the Board to the public; and

« taking a leading role in creating and maintaining an effective corporate governance
system.

CEO

Our CEO is Peter King, who became CEO on 2 April 2020, having been Acting CEO since
2December 2019. The CEO’s role includes:

+ leadership of the management team;

« developing strategic objectives for the business and achievement of the planned results;
and

« the day-to-day management of the Westpac Group’s operations, subject to the
specified delegations of authority approved by the Board.

Board and Board Committee meetings

The number of meetings of the Board and Board Committees, and the number of those
meetings attended by Directors for the financial year ended 30 September 2020 are reported in
Section 9 of the Directors’ report.

Non-executive Directors regularly meet without management present, so that they can discuss
issues appropriate to such a forum. In all other respects, senior executives are invited, where
considered appropriate, to participate in Board meetings. They are also available to be
contacted by Directors between meetings.

Nomination and appointment
As set out in its Charter, key responsibilities of the Board Nominations & Governance
Committee are:

« assessing the skills required to discharge competently the Board’s duties having
regard to Westpac’s performance, financial position and strategic direction;

« developing, reviewing, assessing and recommending to the Board policies on Director
tenure, Board composition and size;

« reviewing annually diversity generally within the Group, including approving measurable
objectives for achieving diversity in the composition of the Board, senior executives and the
workforce generally and the Group’s progress in achieving such objectives;

« developing and implementing succession planning for Non-executive Directors, the CEO,
Group Executives, the General Manager, Group Audit and any other person the Committee
determines;

» reviewing the process for the orientation and education of new Directors and continuing
education for existing Directors;

« reviewing eligibility criteria for appointing Directors to the Board;

+ considering and recommending candidates for appointment as Directors to the Board and
determining the terms and conditions (excluding remuneration) on which Non-executive
Directors are appointed and hold office;

+ considering and recommending candidates for appointment to the Boards of significant
subsidiaries (including Westpac New Zealand Limited and our insurance and
superannuation businesses);

« approving policies for appointments to the boards of subsidiaries of Westpac; and

« reviewing and where required, approving the Group’s corporate governance policies with
the objective of meeting appropriate corporate governance standards, having regard to the
law and the Board’s aspirations for excellence in corporate governance standards.

Board skills, experience and attributes
Westpac seeks to maintain a Board of Directors with a broad range of financial and other skills,
experience, and knowledge necessary to guide the business of the Group.

The Board uses a Skills Matrix (Matrix) to illustrate the key skills and experience the Westpac
Board is seeking to achieve in its membership collectively, and the number of Directors with
each skill and experience. The Matrix is set out in Figure 1.

For FY20, the Board had a target of maintaining at least 30% women on the Westpac Board.
The Board gender diversity as at 30 September 2020 is set out below.

Number of female Directors of the Board (3 out of 10).
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Figure 1 — Board skills, experience and attributes as at 30 September 2020

BOARD SKILLS, EXPERIENCE AND ATTRIBUTES (AS AT 30 SEPTEMBER 2020)
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Customer
focus

Experience in developing and overseeing the embedding of a strong customer-focused
culture in large complex organisations, and a demonstrable commitment to achieving

SKILLS AND EXPERIENCE DESCRIPTION NUMBER OF DIRECTORS
| — Strategic
and An ability to define strategic objectives, constructively question business plans and 10710
commercial implement strategy using commercial judgement
A acumen
Financial Experience working in, or advising, the banking and financial services industry (including 7/10
services wealth management), with strong knowledge of its economic drivers and global
|J experience business perspectives
8/10
Financial Highly proficient in accounting or related financial management and reporting for
acumen businesses of significant size
Experience in anticipating, recognising and managing risks, including regulatory, 8/10
Risk financial and non-financial risks, and monitoring risk management frameworks and
controls
Experience in developing or overseeing the application of technology in large complex 8/10
Technology businesses, with particular reference to innovation and the Group’s digital
transformation strategic priority
Commitment to, and knowledge of, governance, environmental and social issues, with 10/10
Governance particular reference to the legal, compliance, regulatory and voluntary frameworks
applicable to listed entities and highly regulated industries
Experience in people matters including workplace cultures, morale, management 9/10
People, devel ion and ion, with particular ref he Group’
culture and evel opmen_t, succession an rerr_1u_n_er_at|on, witl partlg_u ar reference to the Group’s
talent retention and development initiatives and the ability to consider and respond to
conduct N 3 " N ]
matters relating to inclusion and diversity
o -:t{ Executive Being appointed as CEO or a similar senior leadership role in a large complex 910
. organisation, and having experience in that position in managing the business through
leadership N o
periods of significant change
— Listed . . : . . . . 7/10
& Jitam—, Held two or more Non-executive Directorships on Australian or international listed
—_— company -
r = N companies
experience
Senior leadership experience involving responsibility for operations across borders, and 6/10
International exposure to a range of political, cultural, regulatory and business environments in that
position
@ 8/10

customer outcomes
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In October 2020, the Board Nominations & Governance Committee approved a revised target of at
least 40% women on the Westpac Board.

Westpac's performance against the revised target will vary at any given time depending on the
timing of Board composition changes.

The Board Nominations & Governance Committee considers and makes recommendations to the
Board on candidates for appointment as Directors. Such recommendations pay particular attention
to:

« the mix of skills, experience, expertise, diversity, independence and other qualities of
existing Directors; and

« how the candidate’s attributes will balance and complement those skills and qualities and
address any potential skills gaps in relation to the current and future composition of the Board.

External consultants are used to access a wide base of potential Directors.

Prior to a Director’s appointment or consideration for election or re-election by shareholders,
Westpac conducts due diligence and provides shareholders with all material information relevant to a
decision on whether or not to elect or re-elect a Director.

New Directors receive an induction pack which includes a letter of appointment setting out the
expectations of the role, conditions of appointment including the expected term of appointment, and
remuneration. This letter aligns to the ASXCGC Recommendations.

Term of office

The Board may appoint a Director, either to fill a casual vacancy or as an addition to the existing
Directors, provided the total number of Directors does not exceed fifteen Non-executive Directors
and three Executive Directors. Except for the CEO, a Director appointed by the Board holds office
only until the close of the next AGM but is eligible for election by shareholders at that meeting.

Our Constitution states that at each AGM, one-third of eligible Directors, and any other Director who
has held office for three or more years since their last election, must retire. In determining the
number of Directors to retire by rotation, no account is to be taken of Directors holding casual
vacancy positions or of the CEO. The Directors to retire by rotation are those who have been the
longest in office. A retiring Director holds office until the conclusion of the meeting at which he or she
retires but is eligible for re-election by shareholders at that meeting. The Board makes
recommendations concerning the election or re-election of any Director by shareholders. In
considering whether to support a candidate, the Board takes into account the results of the Board
performance evaluation conducted during the year.

The Westpac Board Renewal Policy limits the maximum tenure of office that any Non-executive
Director other than the Chairman may serve to nine years, from the date of first election by
shareholders. The maximum tenure for the Chairman is twelve years (inclusive of any term as a
Director prior to being elected as Chairman), from the date of first election by shareholders. The
Board, on its initiative and on an exceptional basis, may exercise discretion to extend the maximum
terms specified above where it considers that such an extension would benefit the Group. Such
discretion will be exercised on an annual basis and the Director concerned will be required to stand
for re-election annually.

The Board tenure as at 30 September 2020 is set out below. The length of service of each Director
is set out in Section 1 of the Directors’ Report.

2.8 years

AVERAGE BOARD TENURE

0 0-3 years 60% 3-6 years 20% [ 6-9 years 20%

Director induction and continuing education

All new Directors participate in an induction program to familiarise themselves with our business and
strategy, culture and values and any current issues before the Board. The induction program
includes meetings with the Chairman, the CEO, the Board Committee Chairs and each Group
Executive.

The Board encourages Directors to undertake continuing education and training to develop and
maintain the skills and knowledge needed to perform their role as Directors effectively, including by
participating in workshops held throughout the year, attending relevant site visits and undertaking
relevant external education.

Access to information and advice

All Directors have unrestricted access to company records and information and receive regular
detailed financial and operational reports from senior management. Each Director also enters into an
access and indemnity agreement, which among other things, provides for access to documents for
up to seven years after his or her retirement as a Director.

The Chairman and other Non-executive Directors regularly consult with the CEO, CFO and other
senior executives, and may consult with, and request additional information from, any of our
employees.

All Directors have access to advice from senior internal legal advisors including the Group General
Counsel.

In addition, the Board collectively, and all Directors individually, have the right to seek independent
professional advice, at our expense, to help them carry out their responsibilities. While the
Chairman’s prior approval is needed, it may not be unreasonably withheld.
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Company Secretary

Westpac’s Company Secretary attends Board and Board Committee meetings and is
responsible for the operation of the Secretariat function, including advising the Board on
governance and, in conjunction with management, giving practical effect to the Board’s
decisions. The Company Secretary is accountable to the Board, through the Chairman, on all
matters to do with the proper functioning of the Board.

A profile for the Company Secretary for the financial year ended 30 September 2020 is set out
in Section 1 of the Directors’ report.

Board Committees

Composition and independence

Board Committee members are chosen for the skills and experience they can contribute to the
respective Board Committees and their qualifications are set out in Section 1 of the Directors’
report. The membership of each Board Committee is set out in the table entitled 'Size and
membership of Board Committees as at 30 September 2020’ in this Corporate Governance
Statement. All of the Board Committees are comprised of independent Non-executive
Directors, except for the Board Technology Committee, of which the CEO is a member.

Operation and reporting

Scheduled meetings of the Board Committees occur at least quarterly, with the Board Risk
Committee and Board Legal, Regulatory & Compliance Committee both meeting at least six
times annually. Each member’s attendance at Board Committee meetings held during the
financial year ended 30 September 2020 is reported in Section 9 of the Directors’ report. All
Board Committees are able to meet more frequently as necessary.

Each Board Committee is entitled to the resources and information it requires and has direct
access to our employees and advisers. The CEO attends all Board Committee meetings,
except where he has a material personal interest in a matter being considered. Senior
executives and other selected employees are invited to attend Board Committee meetings as
required. All Directors can receive all Board Committee papers and can attend any Board
Committee meeting, provided there is no conflict of interest.

Performance

Board, Board Committees and Directors

The Board undertakes ongoing self-assessment as well as commissioning an annual
performance review by an independent consultant.

The review process includes an assessment of the performance of the Board, the Board
Committees and each Director, with outputs collected, analysed and presented to the Board.
The Board will discuss the results and agree follow up actions. Actions from the previous
review related to matters regarding Board composition, process, priorities and continuing
education. The Chairman also discusses the results with individual Directors and Board
Committee Chairs.

The full Board (excluding the Chairman) reviews the results of the performance review of the

Chairman and results are then privately discussed by the Chairman of the Board Risk
Committee with the Chairman.
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At the time of this statement, the 2020 financial year evaluation of the full Board is being
finalised and will be completed prior to the end of the 2020 calendar year.

Management

The Board, in conjunction with its Board Remuneration Committee, is
responsible for:

+  determining the goals and objectives relevant to the remuneration of the CEO, and
evaluating the performance of the CEO in light of these objectives; and

«  approving individual remuneration levels and adjustments (including forfeiture and
clawback) to variable remuneration where appropriate for Group Executives, other
executives who report directly to the CEO, any other accountable persons under the
BEAR, and any other person the Board determines.

The Board Risk Committee, the Board Legal, Regulatory & Compliance Committee and the
Board Audit Committee also refer to the Board Remuneration Committee any matters that
come to their attention that are relevant, including with respect to risk adjusted remuneration.

Management performance evaluations for the financial year ended 30 September 2020 were
conducted following the end of the financial year.

There is a further discussion on performance objectives and performance achieved in the
Remuneration Report in Section 10 of the Directors’ report.

All new senior executives receive an employment contract setting out the terms and conditions
of their employment, together with a Statement of Accountability for their respective role.
Briefing sessions are scheduled to discuss our strategies and operations, and the respective
roles and responsibilities of the Board and senior management.

Ethical and responsible decision-making

At Westpac, our purpose is ‘Helping Australians and New Zealanders Succeed’. One of the
ways we seek to achieve this purpose is through our core values.

Our Values
Our values are what we believe in at Westpac Group. They are:

. helpful — passionate about providing a great customer experience;
«  ethical — trusted to do the right thing;

+  leading change — determined to make it better and be better;

. performing — accountable to get it done; and

+  simple —inspired to keep it simple and easy.

Our values help guide our behaviour and reflect our commitment to our customers,
communities, and each other.
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Code of Conduct

We have refreshed our Code of Conduct (Code) this year to reset conduct expectations,
simplify the Code for our employees and help employees navigate difficult decisions.

The Code builds on our new Purpose, Values and Behaviours and outlines the expectations of
our company and our people to do what is right, to comply with laws and policies and behave
professionally. The Code applies to our employees, contractors and our Board members. Itis a
key aspect of improving our conduct by emphasising the importance of fair outcomes for our
customers, communities and each other, providing a framework for us to operate within, both
as individuals and as a bank. We have four Code outcomes, each strongly aligned to our five
values.

These outcomes are:

» Helping our customers and communities;

+ Being ethical;

«  Strengthening our corporate compliance; and
+  Supporting our people.

By following the Code and our Purpose, Values and Behaviours, we seek to deliver the right
outcomes for all of our stakeholders. Our customers and communities place a great deal of
faith in us, and rely on our judgment, which is why the Code is about always asking 'Should
We?’ in addition to ‘Can We?’ The new Code is approved by the Board and has the full support
of both the Board and the Executive Team and we take compliance with the Code very
seriously.

Material breaches of the Code are reported to the Board Legal, Regulatory & Compliance
Committee.

We also have frameworks in place which apply to support our Code and our commitment to
sustainable business practices and behaviours, internally and externally across our value
chain, including a range of:

+ internal guidelines, policies, frameworks, communications and training processes and
tools, including an online learning module and leader-led case study training; and

. externally facing codes, frameworks, operating principles, policies, and position
statements, addressing sustainability themes such as human rights, climate change and
other environmental and social impacts.

The Code is available on our website at: https://www. westpac.com.au/about-westpac/westpac-
group/ corporate-governance/principles-policies/.

Key policies

We have a number of key policies to manage our regulatory compliance and human resource
requirements. We also subscribe to a range of external industry codes, such as the Banking
Code of Practice and the ePayments Code.

Code of Ethics for Senior Finance Officers

The Code of Accounting Practice and Financial Reporting complements our own Code. The
Code of Accounting Practice and Financial Reporting is designed to assist our CEO, CFO and
other principal financial officers in applying the highest ethical standards to the performance of
their duties and responsibilities with respect to accounting practice and financial reporting by
requiring those officers to:

« act honestly and ethically, particularly with respect to conflicts of interest;

. provide full, fair, accurate and timely disclosure in reporting and other communications;

. comply with applicable laws, rules and regulations;

. promptly report violations of the Code of Accounting Practice and Financial Reporting; and

»  be accountable for adherence to the Code of Accounting Practice and Financial Reporting.

The Code of Accounting Practice and Financial Reporting is available on our website at
https://www.westpac.com.au/about-westpac/westpac-group/corporate-governance/principles-
policies/.

Conflicts of interest

The Group’s conflicts of interest framework, includes a Group policy, supported by various
instruments aimed at the identification and management of specific types of conflicts of
interest. For example, the Westpac Group Gifts and Hospitality Policy provides employees with
guidance on how to manage conflicts of interest potentially arising out of giving and receiving of
gifts or hospitality activities.

The Board

All Directors are required to disclose to the Board any actual, potential or apparent conflicts of
interest upon appointment and are required to keep these disclosures up to date.

Any Director with a material personal interest in a matter being considered by the Board must
declare their interest and may not be present during any related boardroom discussions nor
vote on the relevant matter, unless the Board resolves otherwise.

Our people
We expect any person who acts on behalf of the Westpac Group to:
. promptly identify, declare, assess, manage and record conflicts of interest appropriately;

«  discharge their duties concerning conflicts of interest with integrity, fairness, honesty and
due skill, care and diligence;

+ avoid a conflict of interest where it cannot be effectively managed;

. obtain approval before accepting a directorship on the board of a non-Westpac Group
company;

+  disclose any material interests or close relationships they have with our customers or
suppliers through the appropriate channels, and not place themselves in a position of
conflict where they have such an interest;

. not participate in activities that involve a conflict of interest between their personal
interests and their duties and obligations to the Westpac Group; and

«  not solicit, accept or offer money, gifts, favours or entertainment that might influence, or
might be seen to influence, their professional judgement.

Fit and Proper Person assessments

We have a Board-approved Westpac Group Fit and Proper Policy that meets the requirements
of the related APRA Prudential Standards and governs the fit and proper assessment
requirements applicable to Accountable Persons under Part IIAA of the Banking
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Act 1959 (Cth) — the BEAR, which applies to ADIs and their subsidiaries. The Policy also
prescribes the approach to satisfy the organisational competence requirements of our
Australian Financial Services Licences and Australian Credit Licences.

We use our Fit and Proper Policy to assess the fitness and propriety of our Directors and also
of individuals in specified positions of responsibility as required by APRA Prudential Standards,
the Banking Act, ASIC licensing requirements and equivalent offshore regulations.

The Chairman of the Board (and in the case of the Chairman, the Board as a collective) is
responsible for assessing the fitness and propriety of the CEO and Non-executive Directors of
Westpac. A Fit and Proper Committee is responsible under delegated authority of the Board for
undertaking fit and proper assessments of all other individuals who hold positions of
responsibility specified in relevant Australian legislation and regulations. In all cases, the
process will involve the relevant individuals providing a declaration and background checks are
undertaken.

Concern reporting and whistleblower protection

Under the Westpac Group Speaking Up Policy, we encourage our employees, contractors,
secondees, former employees, brokers, service providers (such as auditors, accountants and
consultants) and our suppliers to raise any concerns about our activities or behaviours that
may be unlawful or unethical. Our senior management are committed to providing support to,
and protecting the dignity, well-being, career and reputation of anyone reporting wrongdoing.
Westpac does not tolerate conduct such as retaliation or adverse action related to a Speaking
Up report.

The Speaking Up Policy sets out how someone can raise a concern using the whistleblowing
channels, including our concern reporting system ‘Concern Online’ and our Whistleblower
Hotline. Both channels enable reporting on an anonymous basis. Concerns may include
suspected breaches of our Code, Westpac policies or regulatory requirements.

Westpac has appointed Whistleblower Protection Officers who are responsible for protecting
the whistleblower against personal disadvantage as a result of making a report. The
Whistleblower Protection Officers directly engage with whistleblowers to address any risk of
reprisal and respond to internal escalations. A whistleblower may also choose to raise a
concern directly with a Whistleblower Protection Officer.

The Speaking Up Policy requires that we investigate reported concerns in a manner that is
confidential, fair and objective. If the investigation shows that wrongdoing has occurred, we are
committed to taking action, including changing our processes and imposing consequences in
relation to those parties who have been involved in wrongdoing. Outcomes may also involve
reporting the matter to relevant authorities and regulators.

The relevant Board Committees are charged with overseeing Westpac’s whistleblower program
and the Westpac Group Executive Risk Committee is provided with quarterly reporting on
whistleblowing. These reports include a number of key metrics and measures which provide
insight into the performance of the Whistleblower Program.
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Material incidents reported under the Westpac Group Speaking Up Policy are reported to the
Board Legal, Regulatory & Compliance Committee.

Westpac’s Speaking Up Policy is available on our website at
https://www.westpac.com.au/content/dam/ public/wbc/documents/pdf/aw/WBC-speaking-up-
policy.pdf.

Securities trading

Under the Westpac Group Securities Trading Policy, Directors, employees, secondees and
contractors are prohibited from dealing in any securities and other financial products if they
possess inside information. They are also prohibited from passing on inside information to
others who may use that information to trade in securities. In addition, Directors and any
employees, secondees or contractors (and their ‘associates’) who, because of their seniority or
the nature of their position, may have access to material non-public information about Westpac
(known as Prescribed Employees) are subject to further restrictions, including prohibitions on
trading prior to and immediately following annual and half year results announcements.

The requirements that apply to Prescribed Employees also apply to their “associates” or
“employee related accounts”.
We manage and monitor these obligations through:

. the insider trading provisions of our Westpac Group Securities Trading Policy, which
prohibit any dealing in any securities where a Director or employee has access to inside
information that may affect the price of those securities;

«  restrictions limiting the periods in which the Directors and Prescribed Employees can trade
in Westpac securities (Blackout Periods);

. a prohibition on short-selling Westpac securities by Directors and Prescribed Employees;

. requiring Directors and Prescribed Employees to either obtain approval to trade Westpac

securities or notify their intention to trade outside Blackout Periods and confirm that they
have no inside information;

«  establishing controls and procedures that are designed to help monitor the trading of
Westpac securities by Directors and Prescribed Employees;

. maintaining a register of Prescribed Employees, which is regularly updated;

«  notifying ASX of trades of Westpac securities by Directors of Westpac as required under
the ASX Listing Rules; and

. forbidding employees from entering into hedging arrangements in relation to their
unvested employee shares or securities, whether directly or indirectly.

The Westpac Group Securities Trading Policy is available in the Corporate Governance section

of our website at: https://www.westpac.com.au/about-westpac/westpac- group/corporate-
governance/principles-policies/.
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Customer Advocate

Westpac’'s Customer Advocate advises and guides our complaints team on the complaints
raised by customers in relation to personal and small business matters. The Customer
Advocate recommends changes be made to bank policies, procedures and processes,
arising from the complaints made by customers.

Anti-Bribery and Corruption

The Westpac Group has an Anti-Bribery and Corruption (ABC) Policy, an ABC Standard, and
bribery prevention procedures and systems. Together, they comprise the Westpac ABC
Framework. Material breaches of the ABC Policy are reported to the Board Legal, Regulatory
& Compliance Committee. The ABC Policy is available on our website at
https://www.westpac.com.au/about-westpac/westpac-group/corporate-governance/anti-
bribery-corruption-policy-procedures/.

Westpac has zero tolerance for any form of bribery and corruption. This includes a ban on
facilitation payments.

Westpac is committed to preventing, detecting and deterring bribery and corruption by
managing its bribery and corruption risk and complying with relevant ABC legislation in all
jurisdictions in which it operates, not simply because it is required to, but because it is the
right thing to do. This includes compliance with the Australian Criminal Code Act 1995 (Cth),
the Bribery Act 2010 (UK) and the Foreign Corrupt Practices Act 1977 (US).

Under the ABC Policy, Westpac expects that its officers, employees, agents, contractors,
subsidiaries and third parties acting for or on behalf of Westpac will comply with all applicable
ABC laws and will not offer, provide, authorise, request or receive a bribe or anything which
may be viewed as a bribe.

Westpac is required to design a system of internal controls, maintain accurate books and
records and keep accurate records under the Foreign Corrupt Practices Act 1977 (US).

Westpac must also put in place adequate procedures as a defence to bribery under
legislation including the Bribery Act 2010 (UK). Adequate procedures must be
proportionate to the bribery and corruption risks that Westpac may reasonably face.

Modern Slavery

Westpac publishes an annual Slavery and Human Trafficking Statement in accordance
with the Transparency in Supply Chains provision (section 54) of the Modern Slavery Act
2015 (UK). The statement outlines the Group’s commitment to sustainable business
practices, advancing human rights, and the steps we have taken to prevent modern
slavery in our business and supply chains.

Westpac is required to report under the Modern Slavery Act 2018 (Cth) with our first
statement due six months past the 2020 financial year end, by 31 March 2021. The
statement is required to identify the risk of modern slavery in our operations and supply
chains and describe the actions we are taking to address these risks. The Group intends to
publish a joint statement covering all its controlled reporting entities.

From 2021, Westpac will produce a Modern Slavery Statement that addresses the
compliance obligations for the Westpac Group and its reporting entities under the Modern
Slavery legislation in both Australia and the UK.

Diversity

Westpac has an Inclusion & Diversity Policy that sets out our inclusion and diversity
objectives, commitments, and governance framework for the Group. This is coupled with a
comprehensive Inclusion & Diversity Strategy to help deliver on our key priorities and
actions. In this context, diversity covers both the visible and invisible differences that make
our employees unique, whether that be gender, gender identity, age, ethnicity, cultural
background, religious belief, sexual orientation, marital or family status, disability,
socioeconomic background and perspective or experience.

The objectives of the Policy and the 2018-20 Inclusion & Diversity Strategy are to support
our values and Westpac’s purpose of ‘Helping Australians and New Zealanders Succeed’
by:

« building an inclusive culture that delivers competitive advantage by employing the best
talent for innovation and service;

« creating an inclusive place to work where we embrace diversity and our people can be
their best; and

» helping our customers and communities by embedding inclusion, diversity and
accessibility across all aspects of the way we do business.

To help achieve these objectives, the Group:

« sets annual Board-determined measurable objectives for achieving gender diversity in
the composition of its Board, senior executives, leadership and workforce generally,
and reports on progress;

+ assesses and reviews pay equity on an annual basis;

+ builds awareness of the Bullying and Harassment Policy and Speaking Up Policy and
people leader and employee responsibilities to set an expectation of zero tolerance for
discrimination, harassment, vilification, and victimisation;

« encourages and supports the application of a flexibility policy across the Westpac Group
which focuses on all employees, and provides opportunities to maintain engagement,
communication and development with employees who seek to work flexibly - including
those on extended parental/other leave and those with caring responsibilities;

« implements our Accessibility Action Plan, which focuses on making Westpac a more
accessible place to work and do business for our customers, employees, and the
communities we serve. This includes creating an environment in which our employees
and customers feel safe and comfortable sharing information about their individual
circumstances with us and providing priority care for those who need it in line with our
Customer Vulnerability internal Position Statement;

« engages our people through our 10 employee action groups;
« delivers inclusion and diversity training and development opportunities; and

» educate and builds awareness through inclusive communications to make the Group a
more inclusive place to work and do business.
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The implementation of these objectives is overseen by the Westpac Group Inclusion &
Diversity Council, which is chaired by the CEO and meets bi-annually.

The Board, or an appropriate Board Committee, receives updates on inclusion and
diversity initiatives.

The creation of the Inclusion & Diversity Governance Framework has resulted in the
establishment of the:

« Inclusion & Diversity Business Unit Councils, chaired by the relevant Group Executive
(or their delegate) of that business unit; and

« Inclusion & Diversity Working Group, consisting of appointed general manager
representatives across each business unit and chaired by the Head of Inclusion &
Diversity.

We strive to listen to our employees through our ten employee-led Employee Action
Groups (EAGs). Employees can ‘opt-in’ to those advocacy groups to help build an
inclusive culture and influence positive change across shared areas of interest.

EAG'’s focus on a variety of issues to strengthen our inclusive culture including — gender,
LGBTIQ, young and mature-age employees, cultural diversity in leadership, accessibility,
Aboriginal and Torres Strait Islander employees, veterans, skilled volunteering and
supporting victims of Domestic and Family Violence.

Our Inclusive Leadership program — ILEAD creates a framework for Westpac to invest in the
right capabilities for an inclusive culture at all levels of our organisation from our Group
Executives to line roles. The program is available to all employees via our online learning
platform, Learning Bank, and all people leaders are encouraged to complete it.

We are recognised for our long-standing commitment to gender equality in leadership.
Since September 2017, Westpac has maintained 50% women in leadership roles. We
continue focussing our efforts on maintaining this equality.

At 30 September 2020, the proportion of women employed by the Group was as
follows:

« Board of Directors: 30%;
*  leadership' roles: 50%; and
« total Westpac workforce: 57%.

The Board Nominations & Governance Committee approved the Group’s measurable
objectives for achieving gender diversity in the composition of the Board, senior
executives, and workforce generally for FY21 as follows:

« atleast 40% women on the Westpac Board;
*  atleast 40% women in our Senior Executive? population; and
* maintain 50% women in leadership' positions; and

+ maintain no less than 50% women in our workforce generally.
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In addition to the Group’s commitment to achieving its targets we are committed to
striving to achieve gender pay equity. We undertake a comprehensive remuneration
gap analysis each year to highlight gender in pay outcomes and seek to ensure that
there are no systematic gender pay issues.

Westpac offers a range of flexible working options for our people based on their needs,
work preferences and the needs of the business. These include:

+ flexible work hours;

= working from home or other locations;
« working part-time; and

+ job sharing.

In addition, Westpac offers a variety of leave options that support flexibility, including
parental leave, carers leave, wellbeing and lifestyle leave, career breaks, purchased
leave, uncapped Domestic and Family Violence support leave, gender transition leave,
"Sorry Business’ Indigenous bereavement leave, volunteer leave and emergency services
leave.

Sustainability

We view sustainable and responsible business practices as important for our business and
shareholder value. Sustainability is about managing risks and opportunities in a way that best
balances the long-term needs of all our stakeholders — our customers, employees, suppliers,
investors and community partners — as well as the wider community and the environment at
large.

Our management of sustainability aims to address the matters that we believe are the
most material for our business and stakeholders, now and in the future. We also
understand that this is an evolving agenda and seek to progressively embed the
management of sustainability matters into business practice, while also anticipating and
shaping emerging social and environmental issues where we have the skills and
experience to make a meaningful difference and drive business value.

1. Women in Leadership refers to the proportion of women (permanent and maximum term) in leadership roles across the Group. It includes the CEO, Group Executives, General Managers, senior leaders with significant influence on
business outcomes (direct reports to General Managers and their direct reports), large (3+) team people leaders three levels below General Manager, and Bank and Assistant Bank Managers.

2. Senior executives are defined as our Group Executives and General Managers.
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Reporting

We report on the most material sustainability matters to Westpac, details of how we manage
the associated risks and opportunities and our performance against our sustainability
strategy in the Annual Report, the Sustainability Performance Report and the full year and
half year ASX results.

Our sustainability reporting is subject to independent limited assurance, performed in
accordance with the Australian Standard on Assurance Engagements 3000 Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information (Revised)
(‘ASAE 3000’). The assurance provider also assesses whether our sustainability reporting is
prepared in accordance with AA1000 AccountAbility Principles Standard (2008) and the GRI
Standards.

Financial reporting

Approach to financial reporting
Our approach to financial reporting reflects three core principles:
« that our financial reports present a true and fair view;

« that our accounting methods comply with applicable accounting standards and policies;
and

« that our external auditor is independent and serves security holders’ interests.

The Board, through the Board Audit Committee, has regard to Australian and

international developments relevant to these principles when reviewing our practices.

The Board delegates oversight responsibility for the integrity of financial statements and
financial reporting systems to the Board Audit Committee. The Board Risk Committee
provides relevant periodic assurances and reports (as appropriate) to the Board Audit
Committee. Similarly, the Board delegates oversight responsibility for the preparation of
remuneration reports and disclosures to the Board Remuneration Committee, which
recommends and provides relevant assurances through the Board Audit Committee to the
Board for approval.

Board Audit Committee

As set out in its charter, key responsibilities of the Board Audit Committee are:

« overseeing the integrity of the financial statements and financial reporting systems of
Westpac and its related bodies corporate;

« overseeing the external audit engagement, including the external auditor’s qualifications,
performance, independence and fees;

« overseeing the performance of the internal audit function;

« overseeing the integrity of the Group’s corporate reporting, including the Group’s
financial reporting and compliance with prudential regulatory reporting and professional
accounting requirements; and

« reviewing and approving policies and procedures for the receipt, retention and treatment
of information submitted confidentially by employees and third parties about accounting,
internal control, compliance, audit or other matters about which an employee has
concerns and in conjunction with the Board Legal, Regulatory & Compliance Committee,
monitoring employee awareness of these policies and procedures.

The Board Audit Committee reviews, discusses with management and the external
auditor, and assesses:

« any significant financial reporting issues and judgements made in connection with
the preparation of the financial statements, including significant changes in the
Group’s selection or application of accounting principles;

o the processes used to monitor and comply with applicable laws and regulations
over financial information, reporting and disclosure; and

« the process surrounding the disclosures made by the CEO and CFO in connection with
their personal certifications of the Group’s half year and full year financial statements.

In addition, the Board Audit Committee maintains an ongoing dialogue with management,
the external auditor and Group Audit, including regarding those matters that are likely to be
designated as Critical Audit Matters in the external auditor’s report. Critical Audit Matters are
those matters which, in the opinion of the external auditor, are of the most significance in
their audit of the financial report.

As part of its oversight responsibilities, the Board Audit Committee also conducts
discussions with a wide range of internal and external stakeholders including:

« the external auditor, about our major financial reporting risk exposures and the steps
management has taken to monitor and control such exposures;

e Group Audit and the external auditor concerning their reports regarding significant
findings in the conduct of their audits, and oversee that any issues identified are rectified
by management in an appropriate and timely way or reported to the Board Risk
Committee or Board Legal, Regulatory & Compliance Committee as appropriate (with
those committees overseeing management’s response to rectifying those issues);

« management and the external auditor concerning the half year and full year financial
statements;

« management and the external auditor regarding any correspondence with regulators or
government agencies, and any published reports which raise material issues or could
impact on matters regarding the Westpac Group’s financial statements or accounting
policies; and

o the Group General Counsel regarding any legal matters that may have a material impact
on, or require disclosure in, the financial statements.
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Periodically, the Board Audit Committee consults with the external auditor without the
presence of management about internal controls over financial information, reporting and
disclosure and the fullness and accuracy of the Group’s financial statements. The Board
Audit Committee also meets with the General Manager, Group Audit without other members
of management being present.

The Board Audit Committee also refers to the Board or any other Board Committees any
matters that come to the attention of the Board Audit Committee that are relevant for the
Board or the respective Board Committees.

Financial knowledge

The Board Audit Committee comprises four independent, Non-executive Directors and is
chaired by Peter Nash.

All Board Audit Committee members have appropriate financial experience, an
understanding of the financial services industry and satisfy the independence requirements
under the ASXCGC Recommendations, Securities Exchange Act of 1934 (US) (as amended)
and its related rules, and the NYSE Listing Rules.

The Board has determined that Mr Nash is an ‘audit committee financial expert’ and
independent in accordance with US securities law.

The designation of Mr Nash as an audit committee financial expert does not impose duties,
obligations or liability on him that are greater than those imposed on him as a Board Audit
Committee member, and does not affect the duties, obligations or liability of any other Board
Audit Committee member or Board member. Audit committee financial experts are not
deemed as an ‘expert’ for any other purpose.

CEO and CFO assurance

The Board receives regular reports from management about our financial condition and
operational results, as well as that of our controlled entities. Before the Board approves the
financial statements for a financial period, the CEO and the CFO provide formal statements
to the Board that in all material respects:

« Westpac's financial records have been properly maintained in that they:
— correctly record and explain its transactions, and financial position and performance;
— enable true and fair financial statements to be prepared and audited; and

— are retained for seven years after the transactions covered by the records are
completed;

« the financial statements and notes comply with the appropriate accounting standards;

« the financial statements and notes give a true and fair view of Westpac'’s and its
consolidated entities’ financial position and of their performance;

« any other matters that are prescribed by the Corporations Act 2001 (Cth) and regulations
as they relate to the financial statements and notes are satisfied; and
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« the declarations provided in accordance with section 295A of the Corporations Act are
founded on a sound system of risk management and internal control, and that the system
is operating effectively in all material respects in relation to financial reporting risks.

The CEO and CFO have provided such statements for the financial year ended 30
September 2020.

External auditor

Our external auditor is PricewaterhouseCoopers (PwC), appointed by shareholders at the
2002 AGM. Prior to 2002, individuals who were partners of PwC or its antecedent Firms were
our external auditors from 1968. Our PwC lead audit partner is Lona Mathis and the quality
review partner is Ewan Barron. Ms Mathis and Mr Barron assumed responsibility for these
roles in June 2017 and December 2019, respectively.

The external auditor receives all Board Audit Committee, Board Risk Committee, Board
Legal, Regulatory & Compliance Committee and Board Technology Committee papers,
attends all meetings of these committees and is available to Committee members at any
time. The external auditor also attends the AGM to answer questions from shareholders
regarding the conduct of its audit, the audit report and financial statements and its
independence.

As our external auditor, PwC is required to confirm its independence and compliance with
specified independence standards on a semi-annual basis (at half and full financial year),
however in practice it confirms its independence on a quarterly basis.

We strictly govern our relationship with the external auditor, including restrictions on
employment, business relationships, financial interests and use of our financial products by
the external auditor.

Engagement of the external auditor

To avoid possible independence or conflict issues, the external auditor is not permitted to
carry out certain types of non-audit services for Westpac and may be limited as to the extent
to which it can perform other non-audit services as specified in our ‘Pre-approval of
engagement of PwC for audit and non-audit services’ (NAS Policy). Use of the external audit
firm for any non-audit services must be assessed and approved in accordance with the pre-
approval process determined by the Board Audit Committee and set out in the NAS Policy.
The breakdown of the aggregate fees billed by the external auditor in respect of each of the
two most recent financial years for audit, audit-related, tax and other services is provided in
Note 35 to our financial statements for the year ended 30 September 2020. A declaration
regarding the Board’s satisfaction that the provision of non-audit services by PwC is
compatible with the general standards of auditor independence is provided in Section 11

(b) of the Directors’ report.
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Group Audit (internal audit)

Group Audit is Westpac's internal 3rd line assurance function that provides the Board and
Senior Executives with independent and objective evaluation of the adequacy and
effectiveness of the Group’s governance, risk management and internal controls

Group Audit is governed by a charter approved by the Board Audit Committee that sets out
the purpose, role, scope and high-level standards for the function. The General Manager,
Group Audit has a direct reporting line to the Chairman of the Board Audit Committee and an
administrative line to the CFO.

Group Audit also has the right to unrestricted and private access to the CEO. Group Audit's
responsibilities include regularly reporting to the Board.

Verification of periodic corporate reports

For periodic corporate reports released to the market which are not required to be audited or
reviewed by our external auditor, Westpac has an internal verification and approval process
to support the integrity of the information that is being disclosed. The specific process for
each periodic corporate report will vary depending on the particular release but may generally
involve the individuals with responsibility for the information confirming to the best of their
knowledge and belief that the information is considered to be accurate and not misleading;
the review of the report or document by relevant internal subject matter experts (and in some
cases our external advisers); and the review by and confirmation from the individual
responsible for the corporate report that it is appropriate for release. Periodic corporate
reports released to the market may also, depending upon the report, be required to be
approved by the Disclosure Committee or the Board under Westpac’s Market Disclosure
Policy. Further details regarding Westpac’s Disclosure Policy are set out in the paragraph
below.

Market disclosure

We seek to provide all investors with equal, timely, accurate, balanced and meaningful
information. Consistent with these standards, the Group maintains a Board-approved Market
Disclosure Policy, which governs how we communicate with our shareholders and the
investment community. The Market Disclosure Policy is available on our website at
https://www.westpac.com.au/about-westpac/westpac-group/corporate-governance/principles-
policies/.

The policy reflects the requirements of the ASX, NZX, and other relevant offshore securities
exchanges, as well as relevant securities and corporations legislation. Under our policy,
information that a reasonable person would expect to have a material effect on the price or
value of our securities must first be disclosed via the ASX unless an exception applies under
regulatory requirements.

Our Disclosure Committee is responsible for (among other things) determining whether
matters within management’s authority should be disclosed publicly under the policy, and for
assisting employees in understanding what information may require disclosure to the market
on the basis that it is price sensitive. Certain disclosure decisions (for example, relating to
matters of fundamental importance to the Group) are the responsibility of the Board. The
Disclosure Committee is comprised of the Disclosure Officer, the Group General Counsel
and any one of the following:

the CEO, Chief Risk Officer, the Group Executive, Customer and Corporate Relations and
the Head of Investor Relations.

The CFO is the Disclosure Officer. The Disclosure Officer is ultimately responsible for all
disclosure related communication with relevant securities exchanges. The Company
Secretary or their delegate is authorised to give any documents to the ASX once they have
been approved pursuant to this Policy or by the Board. A copy of announcements on material
issues will also be provided to the Board promptly after release to the ASX, unless previously
provided.

Before Westpac gives a new and substantive investor or analyst presentation, we will release
a copy of that presentation to the market. Once relevant information is disclosed to the
market and available to investors, it may also be published on our website. This includes
investor discussion packs, and presentations on, and explanations about, our financial
results.

Our website information also includes Annual Reports, results announcements, speeches
and support material given at investor conferences or presentations, notices of meetings and
key media releases.

Shareholder communication and participation

We seek to keep shareholders fully informed about our strategy, business operations,
performance, and governance. As part of our investor relations program and consistent with
our Market Disclosure Policy we seek to maintain best practice and effective two-way
communication with shareholders. This includes:

« designing and maintaining the Investor Centre on the Group’s website to make all
relevant company information available and to structure that information in a way that
intends to make it easy to find and access;

« shareholders are given the option to receive information and communications, sent by
Westpac and its share registry, in print or electronic format;

« responding to shareholder queries directly via phone, email and mail;

= providing company presentations that seek to respond to the questions frequently asked
by shareholders along with major industry and company topics of interest; and

« facilitating appropriate access to all major market briefings and shareholder meetings,
including via webcasts and maintaining that information on our website.

Shareholders can access our financial calendar which lists all major market briefings and
shareholder meetings. Announcements on these events may also be made through ASX
announcements.

Our AGM is an important opportunity for engaging and communicating with shareholders,
and we typically rotate the location of our AGM throughout capital cities to allow us to reach a
broad range of shareholders over time. The AGM is also webcast and can be viewed later on
our website.
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Given the uncertainty and potential health risks created by the COVID-19 pandemic, and the
resulting Government restrictions and recommendations against travel and physical
gatherings, Westpac has made some changes to the way the 2020 AGM will be conducted to
facilitate the continued engagement with shareholders.

Shareholders and their proxies, corporate representatives and attorneys can participate in
the 2020 AGM through the AGM Online Platform or teleconference. They can also observe
proceedings via a webcast.

Shareholders who are unable to participate in the AGM can lodge a direct vote or appoint
proxies. At the time of receiving the Notice of Meeting, shareholders are also invited to put
forward questions they would like addressed at the AGM.

Risk management

Roles and responsibilities of the Board

The Board is responsible for approving the Group’s overall Risk Management Framework for
managing financial and non-financial risks, including the Westpac Group Risk Management
Strategy and the Westpac Group Risk Appetite Statement and for monitoring the
effectiveness of risk management by the Group.

Risk Culture

Westpac considers that a strong risk culture is essential for the Group’s Risk Management
Framework to operate effectively. Building and maintaining a strong risk culture is a
continuing focus of the Board.

Following the release of AUSTRAC's Statement of Claim, APRA required Westpac to
reassess whether our Culture, Governance and Accountability (CGA) Program, which was
put in place to implement recommendations from Westpac’s 2018 CGA self-assessment,
remained fit for purpose.

One of the main conclusions from the CGA reassessment (completed during 2020), was that
aspects of our non-financial risk culture were ‘immature and reactive’.

The CGA reassessment further emphasised the importance of sound risk management, of
high-quality oversight by the Board and Group Executives, strong risk capabilities, a
proactive risk culture, effective risk boundaries and timely escalation of issues.

The CGA reassessment makes clear that a program of deeper change is required. Westpac
recognises this and the Board has approved the CGA reassessment remediation plan and is
overseeing the CORE program, designed to respond to the recommendations of the CGA
reassessment, including strengthening our risk culture. Further information about CORE is
set out in the Strategic Review.

Westpac aspires to a mature risk culture that proactively identifies, manages and mitigates
risks, learns from risk events and continuously anticipates new risks and opportunities. To
track progress towards our goal, we have developed and implemented several risk culture
tools and processes to assist management better measure, monitor and manage our risk
culture, with the intention of improving Group-wide ownership and accountability for risk and
building a stronger risk culture.
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Roles and responsibilities

The Board has delegated to the Board Risk Committee responsibility to: establish a view of
the Group’s current and future risk position relative to its risk appetite and capital strength;
review and approve frameworks, policies and processes for managing risk; and review and,
where appropriate, approve risks beyond the approval discretion provided to management.

In June 2020, the Board Legal, Regulatory & Compliance Committee was established as a
sub-committee of the Board Risk Committee to assist it with overseeing financial crime risk,
material litigation and regulatory investigations, customer remediation activities and customer
complaints, compliance and conduct risk and material legal and regulatory change relevant to
the Group.

The Westpac Group Risk Management Framework, Risk Management Strategy and Risk
Appetite Statement are reviewed annually and have been reviewed by the Board Risk
Committee and were approved by the Board during the financial year ended 30 September
2020.

The Board Risk Committee is responsible for reviewing and monitoring the risk profile and
controls of the Group for consistency with the Group Risk Appetite Statement and for
reviewing and monitoring capital levels for consistency with the Group’s risk appetite. The
Board Risk Committee receives regular reports from management on the effectiveness of our
management of Westpac’s material risks.

More detail about the role of the Board Risk Committee and the Board Legal, Regulatory &
Compliance Committee is set out later in this section under the heading ‘Board Risk
Committee’ and ‘Board Legal, Regulatory & Compliance Committee’ respectively.

The CEO and Executive Team are responsible for implementing our risk management
framework and risk management strategy, and for developing frameworks, policies, controls,
processes and procedures for identifying and managing risk in all of Westpac's activities.

We have adopted and continue to embed a Three Lines of Defence model to aid in end-to-
end management of risk, within which all employees play an active role. We have put in place
a risk management framework that seeks to:

« deliver suitable, fair and clear outcomes for our customers that support market integrity;

® protect Westpac’s depositors, policyholders and investors by maintaining a balance sheet
with sound credit quality and buffers over regulatory minimums; and

® meet our regulatory and statutory obligations.
Westpac is currently upgrading its end-to-end risk management capabilities as part of an

ongoing program of work that spans both financial and non-financial risk. This work includes
the CORE program. For further information, refer to the Strategic Review.
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The 1st Line of Defence — manages the risk they originate

The 1st Line proactively identifies, evaluates, owns and manages the risks in their
business/domain. It also seeks to ensure that business activities are within approved risk
appetite and policies.

In managing its risk, the 1st Line is required to establish and maintain appropriate
governance structures, controls, resources and self-assessment processes, including issue
identification recording and escalation procedures. This accountability cannot be
abrogated. The 1st Line is accountable for 'self-certification’.

The 2nd Line of Defence — Risk: provides oversight, insight and control of 1st Line
activities

The 2nd Line sets frameworks, controls (including policies and limits) and standards for
use across the Group. The 2nd Line can require remediation or cessation of activity
where these are not adhered to. Their approach is intended to be risk-based and
proportionate to 1st line activities.

The 2nd Line’s role is to review and challenge 1st Line activities and decisions that may
materially affect Westpac's risk position, and independently evaluates the effectiveness of the
1st Line’s controls, monitoring, compliance, and monitors progress towards mitigating risks.
In addition, the 2nd Line’s role is to provide insight to the 1st Line, assisting in developing,
maintaining and enhancing the business’ approach to risk management.

The 2nd Line considers and reports the aggregated risk profile of the Group to facilitate end-
to-end oversight of risk.

The 3rd Line of Defence — Provides Independent audit

Group Audit is an independent assurance function. Its role is to evaluate and opine on the
adequacy and effectiveness of both 1st and 2nd Line risk management approaches and track
remediation progress, with the aim of providing the Board, and Senior Executives, with
information about whether the Group’s governance, risk management and internal controls
are operating effectively.

Our overall risk management governance structure is set out in more detail in the table
‘Risk Management Governance Structure’ included in this Corporate Governance
Statement.

Westpac distinguishes between different types of risk:

« risk culture — the risk that our culture does not promote and reinforce behavioural
expectations or structures to identify, understand, discuss and act on risks. This leads
to ineffective risk management, poor risk awareness, risk-taking outside of risk appetite
that is tolerated and a culture where key learnings are not integrated into Group-wide
and customer outcomes, impeding continuous improvement;

» strategic risk — the risk that the Group makes incomplete strategic choices, does not
implement it strategies successfully, or does not respond effectively to changes in the
operating environment;

« capital adequacy risk — the risk that the Group has an inadequate level or composition
of capital to support its normal business activities and to meet its regulatory capital
requirements under normal operating environments or stressed conditions;

o funding and liquidity risk — the risk that the Group cannot meet its payment obligations
or that it does not have the appropriate amount, tenor or composition of funding and
liquidity to support its assets;

« credit risk — the risk of financial loss where a customer or counterparty fails to
meet their financial obligations to Westpac;

o market risk — the risk of an adverse impact on earnings resulting from changes in the
value of the Group’s positions as a result of a change in financial market factors, such
as foreign exchange rates, interest rates, commodity prices or equity prices. This
includes interest rate risk in the banking book - the risk to interest income from a
mismatch between the duration of assets and liabilities that arises in the normal course
of business activities;

« financial crime risk — the risk that the Group fails to prevent financial crime and comply
with applicable global financial crime regulatory obligations;

« operational risk — the risk of loss resulting from inadequate or failed internal processes,
people and systems or from external events. This definition excludes strategic risk.
While legal risk and regulatory risk arise through inadequate or failed processes,
people and systems or from external events, these are reflected primarily in conduct
and compliance risk;

o cyber risk — the risk that the Group’s or its third parties’ data or technology are
inappropriately accessed, manipulated or damaged from cybersecurity threats or
vulnerabilities;

o conduct and compliance risk — the risk of failing to abide by compliance obligations
required of us or otherwise failing to have behaviours and practices that deliver
suitable, fair and clear outcomes for our customers and that support market integrity;
and

« reputational and sustainability risk — the risk that an action, inaction, transaction,
investment or event will reduce trust in the Group’s integrity and competence by
clients, counterparties, investors, regulators, employees or the public.

Westpac has received advanced accreditation from APRA and the RBNZ under the

Basel Il capital framework, and uses the Advanced Internal Ratings Based (Advanced

IRB) approach for credit risk and the Advanced Measurement Approach (AMA) for

operational risk when calculating regulatory capital.

Material exposure to economic, environmental and social sustainability risks

Westpac seeks to manage its material exposures to economic, environmental and social
sustainability risks in accordance with its risk management strategy and frameworks.
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Board Risk Committee

The Board Risk Committee comprises five independent, Non-executive Directors and is
chaired by Peter Marriott.

As set out in its charter, the Board Risk Committee’s role is to:

« assist the Board to consider and approve the Group’s overall risk management
framework for managing financial and non-financial risks;

« review and oversee the risk culture across the Group;

« review and recommend the Group Risk Management Framework, the Group Risk

Management Strategy and the Group Risk Appetite Statement to the Board for approval;

« review and monitor the risk profile and controls of the Group for consistency with the
Group Risk Appetite Statement and assist the Board set the risk appetite for material
risks;

« review and approve the frameworks, policies and processes for managing risk;

« review and approve the limits and conditions that apply to credit risk approval authority
delegated to the CEO, CFO and Chief Risk Officer (CRO) and any other officers of the
Westpac Group to whom the Board has delegated credit approval authority;

« monitor changes anticipated for the economic and business environment including
consideration of emerging risks and other factors considered relevant to our risk profile
and risk appetite;

« assist the Board to make its annual declaration to APRA on risk management under
APRA prudential standard CPS 220 Risk Management;

« review and where appropriate approve risks beyond the approval discretion provided to
management; and

» assist the Board to oversee compliance management within the Group.

From the perspective of specific types of risk, the Board Risk Committee’s role as set out
in the current Committee charter includes:

« credit risk — approving material policies and limits supporting the Group Credit Risk
Management Framework, approving credit provisioning, and monitoring the risk profile,
performance and management of our credit portfolio;

« liquidity risk — approving key policies and limits supporting the Group Liquidity Risk
Management Framework, including our annual funding strategy, recovery and
resolutions plans, liquidity targets and limits, and monitoring the liquidity position and
requirements;

« market risk — approving key policies and limits supporting the Group Market Risk
Management Framework, and reviewing and monitoring the market risk performance,
exposures, and risk positions;

« operational risk — approving key policies supporting the Group Operational Risk
Management Framework and monitoring the performance of operational risk
management and controls; and

« reputation and sustainability risk — reviewing and approving the Group Reputation and
Sustainability Risk Management Frameworks and monitoring the associated
management of these risks.
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The Board Risk Committee also:

« oversees and approves the Internal Capital Adequacy Assessment Process and in
doing so reviews and recommends the target capital ranges for regulatory capital and
reviews and monitors capital levels for consistency with the Westpac Group’s risk
appetite;

« approves the Westpac Group stress testing, including review and approval of the
material scenarios adopted and monitors material stress testing results and
management responses;

« provides relevant periodic assurances and reports (as appropriate) to the Board
Audit Committee;

« reviews and approves other risk management frameworks and/or the monitoring of
performance under those frameworks (as appropriate);

« forms a view of Westpac's risk culture and the extent to which that supports the ability
of the Group to operate consistently within the Westpac Group Risk Management
Framework and Westpac Group Risk Appetite Statement and oversees the
identification of, and steps taken to address, any desirable changes to risk culture
and periodically reports to the Board;

« refers or recommends to the Board and any other Board Committee (as appropriate)
any matters that have come to the attention of the Board Risk Committee that are
relevant for the Board or the respective Board Committee; and

« inits capacity as the Westpac Group’s US Risk Committee, oversees the key risks, risk
management framework and policies of the Group’s US operations.

Board Financial Crime Committee

In November 2019, the Board established the Board Financial Crime Committee, to oversee
the implementation of Westpac’s enhanced financial crime program. The Board Financial
Crime Committee comprised four independent, Non-executive Directors and was chaired by
Peter Nash.

As set out in the Charter, the key responsibilities of the Board Financial Crime Committee
were to assist the Board oversee the:

« implementation of Westpac’s Financial Crime Strategic Plan, supplemented as
appropriate by the Response Plan announced on 24 November 2019;

« program of work set up to implement aspects of the Response Plan referred to above;
and

« appointment of external experts to independently review Westpac's management of
financial crime (through the Plan and Program) and oversee the review (or reviews) of
any relevant accountability.

The Board Financial Crime Committee as part of its role, commissioned Promontory to
provide assurance over the Management Accountability and Financial Crime Program
Review and reviewed the outcomes and recommendations of those reports. The Board
Financial Crime Committee was dissolved on 1 June 2020, with its remaining responsibilities
assumed by the Board Legal, Regulatory & Compliance Committee.
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Board Legal, Regulatory & Compliance Committee

On 1 June 2020, the Board Legal, Regulatory & Compliance Committee was established as a
sub- committee of the Board Risk Committee to enhance oversight of non-financial risk.

The Board Legal, Regulatory & Compliance Committee comprises five independent, Non-
executive Directors and is chaired by Peter Nash.
As set out in its charter, key responsibilities of the Board Legal, Regulatory & Compliance
Committee are to assist the Board Risk Committee, as it oversees:
+ material legal and regulatory change relevant to the Group; and
+ the Group’s management of:

— material litigation (including class actions) and regulatory investigations;

— compliance;

— conduct risk;

— financial crime risk;

— customer remediation activities and customer complaints; and

— such other operational risk activities as are delegated to the Board Legal, Regulatory
& Compliance Committee by the Board Risk Committee.

From the perspective of specific types of risk, the Board Legal, Regulatory & Compliance
Committee’s role as set out in its charter includes:

+ financial crime risk — reviewing and approving the Westpac Group Financial Crime Risk
Management Framework, and key supporting policies and standards, including receiving
information regarding material breaches of the Westpac ABC Policy and monitoring the
Group’s financial crime risk performance and controls; and

+ compliance and conduct risk — reviewing and approving the Westpac Group Compliance
and Conduct Risk Management Framework, and key supporting policies and standards,
and reviewing and monitoring Westpac's risk performance and controls.

Compliance and Conduct Risk Management Framework

The Compliance and Conduct Risk Management Framework describes the Group’s approach
to managing compliance and conduct risk. The Framework supports the Board approved
Risk Management Framework and is also supported by appropriate Group wide and
Divisional Compliance policies.

The compliance and conduct management system supports our commitment to satisfying our
compliance requirements and creating an effective, proactive and forward-looking approach
to managing compliance and conduct risk. The system is a continuous cycle, comprising of
framework components which operate independently as well as interactively to provide an
end-to-end approach for managing compliance and conduct risk within our Board-approved
risk appetite. It is underpinned by the Group’s risk culture and a three lines of defence model.

Remuneration

The Board Remuneration Committee assists the Board in discharging its responsibilities by
overseeing remuneration policies and practices of Westpac and its related bodies corporate
in the context that these practices:

« fairly and responsibly reward individuals having regard to performance; and

« reflect Westpac'’s risk management framework, the law and the highest standards of
governance.

The Board Remuneration Committee has been in place for the whole of the financial year
and is comprised of three independent Non-executive Directors and is chaired by Craig
Dunn. All members of the Board Remuneration Committee are also members of either the
Board Risk Committee or the Board Legal, Regulatory & Compliance Committee, which
assists in the integration of effective risk management into the remuneration framework.

As set out in its charter, the key responsibilities of the Board Remuneration Committee are:

« reviewing and recommending to the Board the Westpac Group Remuneration Policy
(Group Remuneration Policy) and assessing the Group Remuneration Policy’s
effectiveness and its compliance with laws, regulations and prudential standards;

+ reviewing and recommending to the Board the individual remuneration levels of the Non-
executive Directors, CEO, Group Executives, other senior executives who report directly
to the CEO, any other Accountable Persons under the BEAR, other persons whose
activities in the Board Remuneration Committee’s opinion affect the financial soundness
of Westpac, any person specified by APRA, and any other person the Board determines;

» reviewing and recommending to the Board the remuneration structures for each category
of persons covered by the Group Remuneration Policy;

* reviewing and making recommendations to the Board on corporate goals and objectives
relevant to the remuneration of the CEO, and the performance of the CEO considering
these objectives;

« reviewing and making recommendations to the Board on the short and long-term variable
reward plans and outcomes and adjustments to variable remuneration for Group
Executives and any other Accountable Person under the BEAR;

= reviewing and making recommendations to the Board regarding the size of variable
reward pools each year based on consideration of pre-determined business performance
indicators and the financial soundness of Westpac;

« approving remuneration arrangements outside of the Group Remuneration Policy relating
to individuals or groups of individuals which are significant because of their sensitivity,
precedent or disclosure implications;

+ reviewing and making recommendations to the Board in relation to the approval of all
equity-based plans; and

« overseeing general remuneration practices across the Group.
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The Board Remuneration Committee reviews and makes recommendations to the Board for
the adjustment of variable components of remuneration downwards or to zero if appropriate,
in accordance with the Group Remuneration Policy, where:

+ subsequent information or circumstances indicate that all or part of the grant was not
justified; or

+ it determines that an adjustment should be made as a result of risk or compliance
failures, poor customer outcomes, where an Accountable Person has failed to comply

with their accountability obligations under the BEAR or any other matter it considers
relevant.

Independent remuneration consultants are engaged by the Board Remuneration Committee
to provide information across a range of issues, including remuneration benchmarking,
market practices and emerging trends and regulatory reforms.

The Board Remuneration Committee seeks feedback from and considers matters raised by
the Board Risk Committee, the Board Legal, Regulatory & Compliance Committee and the
Board Audit Committee, including with respect to remuneration outcomes, adjustments to
remuneration and alignment of remuneration with the risk management framework. The
Board Remuneration Committee refers to the Board and any other Board Committee any
matters that come to its attention that are relevant for the Board or the respective Board
Committee.

Further details of our remuneration framework, including policies and practices regarding the
remuneration of Non-executive Directors and the remuneration of the CEO and other senior
executives, are included in the Remuneration Report in Section 10 of the Directors’ report.
The Board Remuneration Committee reviews and recommends the Remuneration Report
through the Board Audit Committee to the Board for approval.
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Risk Management Governance Structure

The roles and responsibilities that comprise Westpac's risk management governance structure are set out in the table below:

Board

. approves our overall risk management framework, the Westpac Group Risk Management Framework, the Westpac Group Risk Management Strategy and the Westpac Group Risk Appetite Statement,
and monitors the effectiveness of risk management by the Westpac Group; and

. makes an annual declaration to APRA on risk management in accordance with regulatory requirements.
Board Risk Committee

. assists the Board to consider and approve the Group’s overall risk management framework for managing financial and non-financial risk;

. reviews and recommends the Westpac Group Risk Management Framework, the Westpac Group Risk Management Strategy and Westpac Group Risk Appetite Statement to the Board for approval;
. reviews and assists the Board oversee the risk culture across the Westpac Group;

. monitors the risk profile and controls of the Group for consistency with the Group Risk Appetite Statement and assists the Board to set the risk appetite for material risks;

. reviews and approves frameworks, policies and processes for managing risk;

. reviews and approves the limits and conditions that apply to credit risk approval authority delegated to the CEO, CFO, CRO and any other officers of the Westpac Group to whom the Board has
delegated credit approval authority;

. monitors changes anticipated for the economic and business environment including consideration of emerging risks and other factors considered relevant to our risk profile and risk appetite;
. assists the Board to make its annual declaration to APRA on risk management under APRA prudential standard CPS220 Risk Management;

. reviews and where appropriate approves risks beyond the approval discretion provided to management; and

. assists the Board to oversee compliance management within the Group.

Board Legal, Regulatory & Compliance Committee

o assists the Board Risk Committee as it oversees:

- material legal and regulatory change relevant to the Westpac Group;

- the Westpac Group’s management of:

. material litigation (including class actions) and regulatory investigations involving the Westpac Group;

. compliance;

o conduct risk;

. financial crime risk;

. customer remediation activities and customer complaints; and

. such other operational risk activities as are delegated to the Board Legal, Regulatory & Compliance Committee by the Board Risk Committee.

Other Board Committees with a risk focus
Board Audit Committee

. oversees the integrity of the financial statements, financial reporting systems, and the Group’s corporate reporting including the Group’s financial reporting, and compliance with prudential regulatory
reporting and professional accounting requirements and matters relating to taxation risks.

Board Remuneration Committee

. oversees remuneration policies and practices of the Westpac Group in the context that these policies and practices reflect Westpac's risk management framework, including making recommendations
to the Board for the reduction or lapsing of incentive-based equity grants to employees as a result of risk or compliance failures.

Board Technology Committee

. oversees the implementation of the Westpac Group's technology and data strategy and oversees the implementation of programs within the Enterprise Change Portfolio, including monitoring the
delivery of the major technology related transformation programs.

Executive Team

. executes the Board-approved strategy;
. delivers the Westpac Group’s various strategic and performance goals within the approved risk appetite;
. approves the position statements that guide the Westpac Group’s response to sustainability issues; and

. monitors key risks within each business unit, capital adequacy and the Westpac Group’s reputation.
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Executive risk committees

Westpac Group Executive Risk Committee

leads the management and oversight of material risks across the Westpac Group within the context of the risk appetite approved by the Board;
oversees the effectiveness of the Risk Management Framework and the execution of the Risk Management Strategy;

monitors and reviews the Group'’s risk profile for all identified material risks;

shapes and promotes a strong risk culture; and

oversees emerging risks and allocates responsibility for assessing impacts and implementing appropriate actions to address these.

Westpac Group Executive Technical Risk Committee

reviews, supports, approves and monitors risk class risk management frameworks and key supporting policies;
monitors the review of risk models, model risk and capital measurements and methodologies; and

monitors and reviews stress testing and scenario analysis and capital.

Westpac Group Asset & Liability Committee

leads the optimisation of funding and liquidity risk-reward across the Group;

reviews the level and quality of capital to ensure that it is commensurate with the Group’s risk profile, business strategy and risk appetite;
oversees the Liquidity Risk Management Framework and key policies;

oversees the funding and liquidity risk profile and balance sheet risk profile; and

identifies emerging funding and liquidity risks and appropriate actions to address these.

Westpac Group Credit Risk Committee

reviews and oversees the Credit Risk Management Framework and key supporting policies;
oversees Westpac's credit risk profile; and

identifies emerging credit risks, allocates responsibility for assessing impacts, and responds as appropriate.

Westpac Group Market Risk Committee

reviews and oversees the Market Risk Management Framework and key market risk management policies;
reviews policies and limits for managing traded and non-traded market risk; and

reviews and oversees the market risk, equity risk and insurance risk profile.

Westpac Group Operational and Compliance Risk Committee

leads the optimisation of operational, conduct and compliance risk across the Group;
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reviews and oversees the Operational Risk Management Framework and Compliance and Conduct Risk Management Framework and key supporting policies;

oversees Westpac’s operational risk and conduct and compliance risk profiles; and

identifies emerging operational, conduct and compliance risks, and appropriate actions to address these.

Westpac Group Remuneration Oversight Committee

The primary function of the Westpac Group Remuneration Oversight Committee is to assist the Board Remuneration Committee and the Westpac Board in fulfilling its responsibility to oversee
remuneration policies and practices of Westpac and its related bodies corporate.
Some of the key responsibilities of the Westpac Group Remuneration Oversight Committee include:

supporting the CEO, Board Remuneration Committee and the Board by reviewing and approving remuneration frameworks, guidelines and short term variable reward plans underpinning the Board-

approved Westpac Group Remuneration Policy from a Human Resources, Risk (including Compliance), Finance and Legal perspective and in line with external requirements;

4l

assisting the Board Remuneration Committee and the Board in fulfilling its responsibility to oversee remuneration policies and practices of the Group in the context that these policies and practices fairly

and responsibly reward individuals having regard to customer and shareholder interests, long term financial soundness and prudent risk management;

recommending to the CEO for recommendation to the Board Remuneration Committee remuneration arrangements, including remuneration review and remuneration adjustment outcomes, for
Responsible Persons, risk and financial control employees, Material Risk Takers and other individuals whose activities may impact the financial soundness of Westpac below the Group Executive level;

and

recommending to the CEO for recommendation to the Board Remuneration Committee the criteria and rationale for determining the total quantum of the Group variable reward pool.
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Prudential Reporting and Compliance Committee
. oversees from a Group-wide perspective, the Group’s compliance with prudential requirements and regulatory reporting;

. oversees the effective management of prudential compliance breaches, incidents and issues including remediation actions; and
. monitors and reviews ongoing prudential governance activities, including changes to prudential standards.

Reputational Risk Committee
. reviews issues with material reputation risk that arise in the operations of Westpac’ business to mitigate reputation risk and detrimental customer impacts.

Westpac Group Financial Crime Risk and Compliance Committee
. oversees AML/CTF, ABC, sanctions and tax transparency within the context of the risk appetite approved by the Board;

. reviews and oversees the Financial Crime Risk Management Framework, key supporting policies, programs and standards;
. monitors and oversees Westpac’s financial crime risk profile; and
. identifies emerging financial crime risks and appropriate actions to address these.

Risk function

. promotes a strong risk culture;

. owns the design and content of the Risk Management Framework;

. defines the structure and coverage of risk appetite;

. defines the annual risk strategy to execute the Risk Management Framework ensuring that the management of risks is in alignment with risk appetite and business strategy;
. establishes risk policies, procedures and limits;

. measures and reports on risk levels; and

. provides oversight of and direction on the management of risks.

Independent internal review

Group Audit
. reviews the adequacy and effectiveness of management controls over risk.

Divisional business units and functions

Business Units and Functions
. responsible for identifying, evaluating and managing the risks that they originate within approved risk appetite and policies; and

. establish and maintain appropriate risk management and compliance controls, resources and self: nent processe:
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DIRECTORS’ REPORT

Directors’
report

Includes Board and Executive Team
biographies, report on the business,
Directors’ interests, environmental and
human rights supply chain disclosures,
political engagement, Directors’ meetings
and Remuneration Report.

Our Directors present their report together with the
financial statements of the Group for the financial year
ended 30 September 2020.

Directors

The names of the persons who have been Directors, or Particulars of the skills, experience, expertise and responsibilities of the
appointed as Directors, during the period since 1 October 2019 Directors at the date of this report, including all directorships of other
and up to the date of this report are: John McFarlane (Director listed companies held by a Director at any time in the three years

from 17 February 2020), Peter King (Director from 2 December immediately before 30 September 2020, and the period for which each
2019), Lindsay Maxsted (appointed as a Director on 1 March directorship has been held, are set out in the following pages.

2008 and retired as a Director on 31 March 2020), Brian Hartzer
(appointed as a Director

on 2 February 2015 and retired as a Director on 2 December
2019), Nerida Caesar, Ewen Crouch AM (appointed as a
Director on 1 February 2013 and retired as a Director on 12
December 2019 following the completion of the 2019 Annual
General Meeting), Catriona Alison Deans (Alison Deans), Craig
Dunn, Yuen Mei Anita Fung (Anita Fung) (appointed as a
Director on 1 October 2018 and retired as a Director on 31
March 2020), Steven Harker, Peter Marriott, Peter Nash,
Margaret Seale and Christopher Lynch (appointed as a Director
on 1 September 2020).
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BOARD OF DIRECTORS

JOHN MFARLANE
MA, MBA

CHAIRMAN AND INDEPENDENT NON-EXECUTIVE DIRECTOR
Appointed: Director since February 2020 and Chairman since April 2020.

Age: 73 Board Committees: Chairman of the Board Nominations & Governance Committee.
Experience: John is a senior figure in global banking and financial services and has 45 years of experience in the sector. He was formerly Chairman of
Barclays plc, Aviva plc and FirstGroup plc, and Chairman of The City UK. He was also a Non-executive Director of Westfield Group/Westfield
Corporation, The Royal Bank of Scotland Group, Capital Radio plc and was a council member of The London Stock Exchange.
John served as Chief Executive Officer of Australia and New Zealand Banking Group Limited from 1997 to 2007, and as Group Executive Director at
Standard Chartered. He also held senior positions at Citicorp including as Managing Director of Citicorp Investment Bank Ltd and Head of Citicorp and
Citibank in the UK and Ireland. He began his career at Ford Motor Co.
Directorships of listed entities over the past three years: Unibail-Rodamco-Westfield SE (since June 2018), Barclays plc (January 2015 to May
2019) and Westfield Corporation Limited (July 2014 to June 2018).
Other principal directorships and interests: Director of Old Oak Holdings Ltd.

PETER KING MANAGING DIRECTOR AND CHIEF EXECUTIVE OFFICER

BEc, FCA. Appointed: Director since December 2019.

Age: 50

Board Committees: Member of the Board Technology Committee.

Experience: Peter was appointed Westpac Group Chief Executive Officer in April 2020. Peter previously held this role on an acting basis between
December 2019 and March 2020. Since joining the Westpac Group in 1994, Peter also held senior finance roles including Chief Financial Officer with
responsibility for Westpac’s Finance, Tax, Treasury and Investor

Relations functions. Prior to this, he was Deputy Chief Financial Officer for three years. He has also held senior positions across the Group including in
Group Finance, Business and Consumer Banking, Business and Technology Services, Treasury and Financial Markets. Peter commenced his career
at Deloitte Touche Tohmatsu. He has a Bachelor of Economics from Sydney University and completed the Advanced Management Programme at
INSEAD. He is a Fellow of the Institute of Chartered Accountants.

Directorships of listed entities over the past three years: Nil.

Other principal directorships and interests: Director of Australian Banking Association Incorporated and Institute of International Finance.

NERIDA CAESAR
BCom, MBA, GAICD
Age: 56

INDEPENDENT NON-EXECUTIVE DIRECTOR

Appointed: Director since September 2017.

Board Committees: Member of the Board Legal, Regulatory and Compliance and Board Technology Committees.

Experience: Nerida has over 33 years of broad ranging commercial and business management experience, with particular depth in technology led
businesses. Nerida was Group Managing Director and Chief Executive Officer, Australia and New Zealand, of Equifax (formerly the ASX-listed Veda
Group Limited) and was also a former director of Genome.One Pty Ltd and Stone and Chalk Limited. Before joining Equifax, Nerida held several senior
management roles at Telstra, including Group Managing Director, Enterprise and Government and Group Managing Director, Wholesale. Nerida also
held several Executive and senior management positions with IBM within Australia and internationally, including as Vice President of IBM’s Intel Server
Division for the Asia Pacific region.

Directorships of listed entities over the past three years: Nil.

Other principal directorships and interests: Chairman of Workplace Giving Australia Limited and Director of Spark Investment Holdco Pty Ltd.
Member of the Advisory Board of IXUP Limited. Advisor to Equifax Australia and New Zealand and Carla Zampatti Pty Ltd.
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ALISON DEANS
BA, MBA, GAICD
Age: 52

INDEPENDENT NON-EXECUTIVE DIRECTOR

Appointed: Director since April 2014.

Board Committees: Chairman of the Board Technology Committee. Member of the Board Nominations & Governance, Board Remuneration and
Board Risk Committees.

Experience: Alison has more than 20 years’ experience in senior executive roles focused on building digital businesses and digital transformation
across e-commerce, media and financial services. She has served as the CEO of eCorp Limited, CEO of Hoyts Cinemas and CEO of eBay, Australia
and New Zealand. Most recently, she was CEO of technology-based investment company netus Pty Ltd, which was acquired by Fairfax Media Limited
in 2012.

Directorships of listed entities over the past three years: Cochlear Limited (since January 2015), Ramsay Health Care Limited (since November
2018), and Insurance Australia Group Limited (February 2013 to October 2017).

Other principal directorships and interests: Director of SCEGGS Darlinghurst Limited, The Observership Program Limited and Deputy Group Pty
Ltd. Senior Advisor to McKinsey & Company and Investment Committee member of the CSIRO Innovation Fund (Main Sequence Ventures).

CRAIG DUNN
BCom, FCA
Age: 57

INDEPENDENT NON-EXECUTIVE DIRECTOR

Appointed: Director since June 2015.

Board Committees: Chairman of the Board Remuneration Committee. Member of the Board Nominations & Governance and Board Risk Committees.
Experience: Craig has more than 20 years’ experience in financial services, including as CEO of AMP Limited. He was formerly a director of Financial
Literacy Australia Limited, and a Board member of the Australian Japanese Business Cooperation Committee, Jobs for New South Wales, and the New
South Wales Government’s Financial Services Knowledge Hub. Craig was Chairman of Stone and Chalk Limited and of the Investment and Financial
Services Association (now the Financial Services Council). He was also a member of the Financial Services Advisory Committee, the Australian
Financial Centre Forum, the Consumer and Financial Literacy Taskforce and a Panel member of the Australian Government’s Financial System
Inquiry.

Directorships of listed entities over the past three years: Telstra Corporation Limited (since April 2016).

Other principal directorships and interests: Chairman of The Australian Ballet, Chairman of the International Standards Technical Committee on
Blockchain and Distributed Ledger Technologies (ISO/TC 307), and consultant to King & Wood Mallesons.

STEVEN HARKER
BEc (Hons), LLB
Age: 65

INDEPENDENT NON-EXECUTIVE DIRECTOR

Appointed: Director since March 2019.

Board Committees: Member of the Board Audit and Board Legal, Regulatory & Compliance Committees.

Experience: Steve has over 35 years’ experience in investment banking. He was formerly Managing Director and Chief Executive Officer of Morgan
Stanley Australia, and then Vice Chairman until February 2019. Prior to joining Morgan Stanley, he spent 15 years with Barclays de Zoete Wedd (BZW,
now Barclays Investment Bank). Steve was Chairman and Director of Australian Financial Markets Association Limited and a Director of Investa
Property Group.

He also previously served on the Board of the Centre for International Finance and Regulation and was a Guardian of the Future Fund of Australia.
Directorships of listed entities over the past three years: Nil.

Other principal directorships and interests: Chairman of the Investment and Executive Committees at Future Now Ventures. Director of The
Banking and Finance Oath Limited, The Hunger Project Australia, ASX Refinitiv Charity Foundation, and New South Wales Golf Club Foundation
Limited.

PETER MARRIOTT
BEc (Hons.), FCA
Age: 63

INDEPENDENT NON-EXECUTIVE DIRECTOR

Appointed: Director since June 2013.

Board Committees: Chairman of the Board Risk Committee. Member of the Board Legal, Regulatory & Compliance, Board Audit, Board Nominations
& Governance and Board Technology Committees.

Experience: Peter has over 30 years’ experience in senior management roles in the finance industry, encompassing international banking, finance and
auditing. He joined Australia and New Zealand Banking Group Limited (ANZ) in 1993 and was Chief Financial Officer from July 1997 to May 2012. Prior
to his career at ANZ, Peter was a banking and finance, audit and consulting partner at KPMG Peat Marwick. Peter was formerly a Director of ANZ
National Bank Limited in New Zealand and various ANZ subsidiaries.

Directorships of listed entities over the past three years: ASX Limited (since July 2009).

Other principal directorships and interests: Director of ASX Clearing Corporation Limited, ASX Settlement Corporation Limited and Austraclear
Limited. Member of Monash University Council and Chairman of the Monash University Council’s Resources and Finance Committee.




76 WESTPAC GROUP 2020 ANNUAL REPORT
PETER NASH INDEPENDENT NON-EXECUTIVE DIRECTOR
iCorr‘;’,BFCA, F Fin Appointed: Director since March 2018.
ge:

Board Committees: Chairman of the Board Audit and Board Legal, Regulatory & Compliance Committees. Member of the Board Risk and Board
Nominations & Governance Committees.

Experience: Peter was formerly a Senior Partner with KPMG, having been admitted to the Australian partnership in 1993. He served as the National
Chairman of KPMG Australia and served on KPMG’s Global and Regional Boards. His previous positions with KPMG included Regional Head of Audit
for Asia Pacific, National Managing Partner for Audit in Australia and head of KPMG Financial Services. Peter has worked in geographically diverse
and complex operating environments providing advice on a range of topics including business strategy, risk management, internal controls, business
processes and regulatory change. He has also provided financial and commercial advice to many State and Federal Government businesses.

Peter is a former member of the Business Council of Australia and its Economic and Regulatory Committee.

Directorships of listed entities over the past three years: Johns Lyng Group Limited (Chairman since October 2017), Mirvac Group (since
November 2018) and ASX Limited (since June 2019).

Other principal directorships and interests: Director of Reconciliation Australia Limited and Golf Victoria Limited. Board member of the Koorie
Heritage Trust.

MARGARET (MARGIE) SEALE
BA, FAICD

INDEPENDENT NON-EXECUTIVE DIRECTOR
Appointed: Director since March 2019.

Age: 60
oe Board Committees: Member of the Board Remuneration and Board Legal, Regulatory & Compliance Committees.
Experience: Margie has more than 25 years’ experience in senior executive roles in Australia and overseas, including in consumer goods, global
publishing, sales and marketing, and the successful transition of traditional business models to digital environments. Prior to her non-executive career,
Margie was the Managing Director of Random House Australia and New Zealand and President, Asia Development for Random House Inc. Margie was
a Director and then Chair of Penguin Random House Australia Pty Limited, and a Director of Ramsay Health Care Limited, Bank of Queensland
Limited and the Australian Publishers’ Association. She also served on the Boards of Chief Executive Women (chairing its Scholarship Committee), the
Powerhouse Museum, and the Sydney Writers Festival.
Directorships of listed entities over the past three years: Telstra Corporation Limited (since May 2012), Scentre Group Limited (since February
2016), Ramsay Health Care Limited (April 2015 to October 2018) and Bank of Queensland Limited (January 2014 to June 2018).
Other principal directorships and interests: Nil.
CHRIS LYNCH INDEPENDENT NON-EXECUTIVE DIRECTOR
icome';"BA' FCPA Appointed: Director since September 2020.
ge:

Board Committees: Member of the Board Audit and Board Risk Committees.

Experience: Chris has significant experience in mineral resources and infrastructure, having spent over 30 years working in these fields globally. Chris
was formerly the Global Chief Financial Officer of Rio Tinto Group, based in London, and an Executive Director. Prior to this, he was a Non-executive
Director of Rio Tinto Group. Chris was the Chief Executive Officer of Transurban Group, an international toll road developer and manager with interests
in Australia and North America from 2008 to 2012. His executive career also included seven years at BHP Billiton where he was Chief Financial Officer
and then Executive Director and Group President — Carbon Steel Materials. Chris spent 20 years with Alcoa Inc. where he held a number of executive
positions, including Vice-President and Chief Information Officer based in Pittsburgh, USA and Chief Financial Officer of Alcoa Europe in Switzerland.
He was also managing director of KAAL Australia Limited, a joint venture company formed by Alcoa and Kobe Steel. Chris was formerly a
Commissioner of the Australian Football League from 2008 until 2014.

Directorships of listed entities over the past three years: Rio Tinto Group (September 2011 to September 2018).

Other principal directorships and interests: Director of Business for Millennium Development Ltd, Chairman of the National Water Grid Authority
Advisory Board.
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Company Secretary
Our Company Secretary as at 30 September 2020 was Tim Hartin.

TIM HARTIN COMPANY SECRETARY
LLB (Hons.) Tim was appointed Company Secretary in November 2011. Before that appointment, Tim was Head of Legal — Risk Management & Workouts, Counsel
Age: 45 & Secretariat and prior to that, he was Counsel, Corporate Core. Before joining Westpac in 2006, Tim was a Consultant with Gilbert + Tobin, where he

provided corporate advisory services to ASX-listed companies. Tim was previously a lawyer at Henderson Boyd Jackson W.S. in Scotland and in
London in Herbert Smith’s corporate and corporate finance division.

Executive Team

As at 30 September 2020 our Executive Team was:

POSITION

YEAR
APPOINTED TO
POSITION

Peter King Managing Director & Chief Executive Officer 1994 2020
Richard Burton Acting Chief Executive, Consumer 2010 2020
Rebecca Lim Group General Counsel & Enterprise Executive 2002 2020
Guilherme (Guil) Lima Chief Executive, Business 2019 2019
Carolyn McCann Group Executive, Customer & Corporate Relations 2013 2018
David McLean Chief Executive Officer, Westpac New Zealand 1999 2015
Christine Parker Group Executive, Human Resources 2007 20M
Michael Rowland Chief Financial Officer 2020 2020
David Stephen Chief Risk Officer 2018 2018
Gary Thursby Chief Information Officer (Acting) 2008 2020
Les Vance Group Executive, Financial Crime, Compliance & Conduct 2008 2020
Alastair Welsh Acting Group Executive, Enterprise Services 1992 2019
Jason Yetton Chief Executive, Specialist Businesses, Strategy & Transformation 2020 2020
Curt Zuber Acting Chief Executive, Westpac Institutional Bank 1995 2020

There are no family relationships between or among any of our Directors or Executive Team members.
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I EXECUTIVE TEAM AS AT 30 SEPTEMBER 2020 I

PETER KING
BEc, FCA
Age: 50

MANAGING DIRECTOR AND CHIEF EXECUTIVE OFFICER, WESTPAC GROUP
Peter was appointed Westpac Group Chief Executive Officer in April 2020, after holding the role on an acting basis between December 2019 and March 2020.

In his 25 years at Westpac, Peter has held senior finance roles including Chief Financial Officer with responsibility for Westpac’s Finance, Group Audit, Tax,
Treasury and Investor Relations functions. Prior to this he was Deputy Chief Financial Officer for three years and worked in senior positions across the Group
including in Group Finance, Business and Consumer Banking, Business and Technology Services, Treasury and Financial Markets.

Peter commenced his career at Deloitte Touche Tohmatsu. He has a Bachelor of Economics from Sydney University and completed the Advanced
Management Programme at INSEAD. He is a Fellow of the Institute of Chartered Accountants.

RICHARD BURTON
BSc Mathematics (Hons)
Age: 48

ACTING CHIEF EXECUTIVE, CONSUMER DIVISION

Richard was appointed Acting Chief Executive, Consumer Division in June 2020. The division provides a wide range of retail banking, lending and consumer
finance services across the Westpac, St.George, BankSA, Bank of Melbourne and RAMS brands.

In his 10 years at Westpac, Richard has held senior finance roles spanning consumer, business and Group functions including Chief Financial Officer of the
Consumer Division, Chief Financial Officer of the Business Division, Acting General Manager, Group Finance and Acting Deputy Chief Financial Officer.
During this time, Richard led large teams of finance professionals while driving performance, optimising investment to generate positive customer experiences
and managing all aspects of financial reporting.

Prior to joining Westpac, Richard held senior roles in financial services in Australia and the UK including Head of Business Performance at Challenger
Financial Services Group and Head of Performance Management at National Australia Bank. Richard also led an advisory team for KPMG in the UK.

Richard holds a Bachelor of Science in Mathematics with Honours, from the University of Bristol.

REBECCA LIM
B Econ, LLB (Hons)
Age: 48

GROUP GENERAL COUNSEL & ENTERPRISE EXECUTIVE
Rebecca is responsible for leading Westpac's legal function globally, as well as leading the CEO’s office.

Rebecca joined Westpac in 2002 and has held a variety of other senior leadership roles including General Manager, Human Resources for St.George Bank
and General Manager, St.George Private Clients.

Rebecca began her career at Blake Dawson Waldron (now Ashurst) before joining the US firm Skadden Arps where she worked in both New York and
London. Rebecca then moved into an in-house role in investment banking at Goldman Sachs in London before returning to Australia and joining Westpac.

Rebecca is a member of Chief Executive Women.

GUILHERME (GUIL) LIMA
MBA, BBA
Age: 46

CHIEF EXECUTIVE, BUSINESS DIVISION

Guilherme (Guil) joined Westpac Group as Chief Executive, Business Division in December 2019. The division supports Australia’s small business,
commercial, agribusiness and private wealth customers providing a wide range of banking services across the Westpac, St.George, BankSA and Bank of
Melbourne brands.

Guil has 22 years’ experience in banking and consulting in Hong Kong, Brazil, UK, US, Spain and the Netherlands. Prior to his appointment, Guil was Group
Head of Wealth Management at HSBC Hong Kong. He started at HSBC as Group Head of Strategy in London in 2010 after a career totalling 10 years at
McKinsey & Co.

Guil holds a Bachelor of Business Administration in General Management and Finance from Fundagéo Getulio Vargas (FGV) in Brazil and a Master of
Business Administration in Strategy, Corporate Finance and Investment Management from Harvard Business School.
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CAROLYN M°CANN
BBus (Com), BA,
GradDipAppFin, GAICD
Age: 48

GROUP EXECUTIVE, CUSTOMER & CORPORATE RELATIONS

Carolyn was appointed as Westpac'’s Group Executive responsible for customer and corporate relations in May 2018. This division originally brought together
management of the Group’s customer resolution of complaints, alongside the functions responsible for reputation, corporate affairs, communications and
sustainability. During the year, Carolyn assumed responsibility for the Customer Advocate function as well as the Group’s Customer Outcomes and Risk
Excellence Program, a program to improve risk culture, governance and accountability. From 1 November 2020, the division will also include Westpac Group’s
customer remediation function. Carolyn joined Westpac in 2013, as General Manager, Corporate Affairs and Sustainability.

Prior to joining Westpac, Carolyn spent 13 years at Insurance Australia Group in various positions, including Group General Manager, Corporate Affairs and
Investor Relations. She began her career in consulting and has extensive in-house and consulting experience in financial services.

DAVID MCLEAN
LLB (Hons.)
Age: 62

CHIEF EXECUTIVE OFFICER, WESTPAC NEW ZEALAND LIMITED

David was appointed Chief Executive Officer, Westpac New Zealand Limited in February 2015. Since joining Westpac in February 1999, he has held a number
of senior roles including Head of Debt Capital Markets New Zealand, General Manager, Private, Wealth and Insurance New Zealand and Head of Westpac
Institutional Bank New Zealand, and most recently, Managing Director of the Westpac New York branch.

Before joining Westpac, David was Director, Capital Markets at Deutsche Morgan Grenfell from 1994. He also established the New Zealand branch of
Deutsche Bank and was New Zealand Resident Branch Manager. In 1988, David joined Southpac/National Bank as a Capital Markets Executive. Prior to this,
David worked as a lawyer in private practice and served as in-house counsel for NatWest NZ from 1985.

CHRISTINE PARKER
BGDipBus (HRM)
Age: 60

GROUP EXECUTIVE, HUMAN RESOURCES

Christine was appointed to Westpac Group’s Executive Team in October 2011. As Group Executive, Human Resources, Christine leads the HR function for
the Group, responsible for strengthening our service oriented and inclusive culture, attracting and retaining the best talent, developing and helping our
workforce to grow skills for the future, rewarding and recognising our people and ensuring their health and wellbeing. Christine has responsibility for the office
of the Banking Executive Accountability Regime (BEAR) and also supports the CEO and Board on culture and conduct. Since joining Westpac in 2007,
Christine has held a variety of senior leadership roles including Group General Manager, Human Resources and General Manager, Human Resources for
Westpac New Zealand Limited. Before joining Westpac, Christine held senior HR roles in a number of high-profile organisations and across a range of
industries, including Carter Holt Harvey and Restaurant Brands New Zealand. Christine is currently Chair of the St.George Foundation, a member of the Chief
Executive Women and was previously a Director of Women’s Community Shelters and member of the Veterans’ Employment Industry Advisory Committee.

MICHAEL ROWLAND

CHIEF FINANCIAL OFFICER

i‘%‘,’g‘g‘* AR Michael joined Westpac Group as Chief Financial Officer in September 2020. He is responsible for Westpac’s Finance, Group Audit, Investor Relations, Tax
ge: and Treasury functions.

Before joining Westpac, Michael was a Partner in Management Consulting at KPMG. Before that he held a number of senior executive positions at ANZ from
1999 to 2013. This included CFO Institutional Banking, CFO Wealth, CFO New Zealand, CFO Personal Financial Services, and business leadership roles as
CEO Pacific, Managing Director Mortgages and General Manager, Transformation. Michael commenced his career at KPMG, where he was promoted to
become a Tax Partner in 1993.
Michael holds a Bachelor of Commerce, University of Melbourne and a Graduate Diploma of Taxation Law, Monash University. He is a Fellow of the Institute
of Chartered Accountants in Australia and New Zealand.

DAVID STEPHEN CHIEF RISK OFFICER

25;1_856 David was appointed Chief Risk Officer in October 2018, with responsibility for risk management across the Group.

Prior to this, David was the Chief Risk Officer for Royal Bank of Scotland (RBS) from 2013, having joined in 2010 as the Deputy Chief Risk Officer. David has
also previously held other senior roles at both retail and investment banks in the UK, USA, Hong Kong and Australia, including serving as Chief Risk Officer at
ANZ and Chief Credit Officer at Credit Suisse Financial Products.

David has a Bachelor of Business in Banking and Finance from Monash University and is a Board member of the International Financial Risk Institute.
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GARY THURSBY CHIEF INFORMATION OFFICER (ACTING)
iEg] ?{;”ACC* SR Gary has held a number of Group Executive roles across the Group. He was appointed Chief Information Officer (Acting) in 2020. Before this, he was Chief
ge: Financial Officer (Acting) from December 2019 to August 2020. He has also held the roles of Chief Operating Officer and Group Executive, Strategy & Enterprise
Services.
Before joining Westpac in 2008, Gary held several senior finance roles at Commonwealth Bank of Australia (CBA) including Deputy CFO and CFO Retail Bank.
He has over 20 years’ experience in financial services, covering finance, M&A and large-scale program delivery. He commenced his career at Deloitte Touche
Tohmatsu.
Gary has a Bachelor of Economics and a Post Graduate Diploma in Accounting from Flinders University of South Australia and is a Fellow of the Institute of
Chartered Accountants.
LES VANCE GROUP EXECUTIVE, FINANCIAL CRIME, COMPLIANCE AND CONDUCT
‘B\Cg';bl‘w (Hons) Les was appointed Group Executive, Financial Crime, Compliance and Conduct in June 2020. In this newly created role, Les is responsible for overseeing and
o strengthening the governance and management of these risks.
Les has over 25 years’ executive experience across transformation and program delivery, risk and governance, operations and line management. Joining
Westpac in 2008, Les has held a variety of senior roles including Chief Operating Officer, Consumer Division and Chief Risk Officer, BT Financial Group. Prior to
Westpac, Les was Group Executive for External Funds at Investa Property Group and Chief Executive for Gaming at TAB Limited. Les commenced his career as
a solicitor at the legal firm Freehills.
Les holds a Bachelor of Commerce and a Bachelor of Laws with Honours, both from University of Queensland.
ALASTAIR WELSH ACTING GROUP EXECUTIVE, ENTERPRISE SERVICES
X'BQA’;CA’ e Alastair was appointed Acting Group Executive, Enterprise Services in December 2019. His role is designed to accelerate the delivery of the Group’s Service
g Revolution and provides services to support the Group’s operating businesses. Alastair’s responsibility also includes banking operations, advice and group
remediation, procurement, property and enterprise investments. Alastair holds more than 30 years’ experience in banking in the UK, New Zealand and Australia.
Since joining Westpac NZ in 1992, he has held a variety of roles from relationship management through to leadership positions for BT Financial Group, Group
Customer Transformation and Business Banking.
Prior to his current appointment, Alastair was Acting Chief Executive, Business.
JASON YETTON CHIEF EXECUTIVE, SPECIALIST BUSINESSES, STRATEGY & TRANSFORMATION
g}gggg‘/_\(;')"':?:ce & Mitg), Jason was appointed Chief Executive, Specialist Businesses in May 2020.
Age: 49 He is responsible for Group Strategy, Transformation Office and Corporate & Business Development. He is also accountable for the Strategic Reviews and
potential divestments of the Group’s Specialist Businesses. Specialist Businesses support customers with wealth needs including Life and General Insurance,
Superannuation and Platforms and Investments as well as Auto Finance and Pacific banking. Most recently, Jason was Chief Executive Officer NewCo, CBA,
where he was appointed to lead the demerger of its wealth management and mortgage broking businesses. Prior to that, he was Chief Executive Officer &
Managing Director, SocietyOne, an early financial services disrupter and consumer finance marketplace lender. Jason was previously with the Westpac Group for
more than 20 years, holding a number of senior positions including Group Executive, Westpac Retail & Business Banking, and a range of senior executive
positions in BT Financial Group.
CURT ZUBER ACTING CHIEF EXECUTIVE, WESTPAC INSTITUTIONAL BANK
EgAé"\SASBA Curt was appointed Acting Chief Executive, Westpac Institutional Bank in July 2020. He is responsible for Westpac'’s global relationships with corporate,

institutional and government clients as well as all products across financial and capital markets, transactional banking, structured finance and working capital
payments. He is also responsible for Westpac’s offices and branches in Asia, London and New York. Curt joined Westpac in 1995 and was appointed Group
Treasurer in 2004 where he oversaw treasury operations, Group liquidity and Global wholesale funding across all products, including securitisation, covered
bonds and other structured products, capital securities and unsecured issuance. He was also responsible for all on-balance-sheet risk management, as well as
management of the Group’s balance sheet, including capital planning and execution and meeting the Group’s liquidity and funding regulatory requirements. Prior
to this, Curt held several roles including Deputy Group Treasurer and Head of Treasury Risk. Before joining Westpac, Curt spent seven years at Household
International in Chicago and Sydney in various treasury-related roles, including risk management, funding and asset and liability management.
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3. Operating and financial review

a) Principal activities

The principal activities of the Group during the financial year ended 30 September 2020 were
the provision of financial services including lending, deposit taking, payments services,
investment platforms, superannuation and funds management, insurance services, leasing
finance, general finance, interest rate risk management and foreign exchange services.

From 30 June 2019 and 30 September 2019 respectively, Westpac ceased to provide personal
financial advice through its salaried BT Financial Group planners or its authorised
representatives. Other than this change, there have been no significant changes in the nature
of the principal activities of the Group during 2020.

b) Operations and financial performance

The net profit attributable to owners of Westpac Banking Corporation for 2020 was $2,290

million, a decrease of $4,494 million or 66% compared to 2019. Key features of this result

were:

. Net interest income decreased $211 million or 1% compared to 2019 predominantly due
to a decrease in net interest margin of 9 basis points to 2.03%. The movement in net
interest income is attributable to the impact of:

— lower rates on average interest earning assets exceeding benefits from the decrease
in the Group’s funding costs, which includes movements in economic hedges; and
— lower charges for estimated customer refunds and payments than in 2019.

+ In aggregate, non-interest income decreased $255 million compared to 2019
mainly due to:

— adecrease in net wealth and insurance income due to lower rates, asset impairment
and severe weather events resulting in higher claims; and

— adecrease in net fee income from lower customer activities and fee waivers; partially
offset by

—  alower charge for estimated customer refunds and payments compared to 2019; and

— the realisation of a gain upon the derecognition of an associate.

. Operating expenses increased $2,633 million or 26% compared to 2019. The rise was

mainly due to:

—  costs associated with AUSTRAC proceedings including a provision for penalty;

—  customer service costs associated with responding to COVID-19; and

— asset impairments, and an increase in amortisation and impairment of capitalised
software; partially offset by provisions for Wealth restructuring in 2019.

. Impairment charges were $2,384 million higher compared to 2019 reflecting the
deterioration in the economy as a result of the COVID-19 pandemic which has led to a
significant increase in the expected credit losses. Asset quality deteriorated, with
stressed exposures as a percentage of total committed exposures at 1.91%, up 71 basis
points compared to 2019.
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The effective tax rate of 46.3% was higher than 2019’s effective tax rate of 30.4%
predominantly due to both the provision for the AUSTRAC penalty and goodwill impairment
being non deductible.

A review of the operations of the Group and its divisions and their results for the financial year
ended 30 September 2020 is set out in Section 2 of the Annual Report under the sections
‘Review of Group operations’ (see pages 135 to 153), ‘Divisional performance’ (see pages 154
to 169) and ‘Risk and risk management’ (see pages 170 to 189), which form part of this report.
Further information about our financial position and financial results is included in the financial
statements in Section 3 of this Annual Report (see pages 195 to 346), which form part of this
report.

c) Dividends

Since 30 September 2020, Westpac has announced a final ordinary dividend of 31 cents per
Westpac ordinary share, totalling approximately $1,120 million for the year ended 30
September 2020. The dividend will be fully franked and will be paid on 18 December 2020.
No interim ordinary dividend was paid for the half year ended 31 March 2020.

Further, in respect of the year ended 30 September 2019, a fully franked final dividend of

80 cents per ordinary share totalling $2,791 million was paid on 20 December 2019. The
payment comprised direct cash disbursements of $2,518 million with $273 million, being
reinvested by participants through the DRP.

New shares were issued under the DRP for the 2019 final ordinary dividend.
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d) Significant changes in state of affairs and events during and since the end of

the 2020 financial year

Throughout the financial year ended 30 September 2020, the Group has operated in a

challenging environment, including as a result of the COVID-19 pandemic which has had a

significant and adverse impact on the Australian and global economy and our business,

financial performance, customers and people, as well as AUSTRAC’s Statement of Claim and
matters relating to those proceedings (refer to ‘AUSTRAC proceedings overview’ section for

more details (see page 18)).

In this environment, significant changes in the state of affairs of the Group were:

« implementing a range of initiatives to support certain customers impacted by the COVID-
19 pandemic, such as lowering interest rates on certain products, waiving certain fees,
providing special loans to support customers to manage their cash flow and granting
deferrals of mortgage and business loan repayments;

« modifying our operations in response to the material restrictions which have been
implemented by the Australian, State and Territory governments as a result of the COVID-
19 pandemic;

« the filing of proceedings by AUSTRAC against Westpac in November 2019 in relation
to alleged contraventions of the Anti-Money Laundering and Counter-Terrorism
Financing Act 2006 (Cth), reaching an agreement with AUSTRAC to resolve these
proceedings and raising a provision for a penalty of $1.3 billion. ASIC also continues to
conduct an extensive investigation into matters related to the AUSTRAC proceedings;

» reassessing our Culture, Governance and Accountability assessment at the request of
APRA and commencing the CORE program;

« implementing a number of multi-year programs (in addition to the CORE program) that
seek to address identified shortcomings and significantly improve Westpac’'s management
of risks;

+ making changes to the Westpac Board and Executive Team, including the appointment of
a new Chairman and Chief Executive Officer;

« establishing the Specialist Businesses division which has completed a strategic review
of certain businesses to simplify Westpac’s portfolio;

» launching our new Lines of Business operating model to clarify responsibility and
accountability for end-to-end performance; and

+ ongoing regulatory changes and developments, which have included changes relating
to financial services, access to data, hardship reporting requirements and other
regulatory requirements.

For a discussion of these matters, please refer to 'Significant developments’ in Section 1 of the

Annual Report, which forms part of this report (see pages 119 to 125).

Other than set out above, the Directors are not aware of any other matter or circumstance that

has occurred since 30 September 2020 that has significantly affected or may significantly affect

the operations of the Group, the results of these operations or the state of affairs of the Group
in subsequent financial years.

e) Business strategies, developments and expected results

Our business strategies, prospects and likely major developments in the Group’s
operations in future financial years and the expected results of those operations are
discussed in the Strategic report (see pages 2 to 72 and in ’Significant developments’ in
Section 1 of the Annual Report (see pages 119 to 125), which forms part of this report.
Further information on our business strategies and prospects for the future financial years
and likely developments in our operations and the expected results of operations have not
been included in this report because the Directors believe it would be likely to result in
unreasonable prejudice to us.

f) Risks to our financial performance, position and our operations

Our financial position, our future financial results, our operations and the success of our
strategy are subject to a range of risks. These risks are set out and discussed in Section 2 of
this Annual Report under the section ‘Risk and risk management’, which forms part of this
report (see pages 170 to 189).
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4. Directors’ interests
a) Directors’ interests in securities
The following particulars for each Director are set out in the Remuneration Report in Section 10 of the Directors’ report for the year ended 30 September 2020 and in the tables below:
« their relevant interests in our shares or the shares of any of our related bodies corporate;
« their relevant interests in debentures of, or interests in, a registered scheme made available by us or any of our related bodies corporate;
< their rights or options over shares in, debentures of, or interests in, any registered scheme made available by us or any of our related bodies corporate; and
= any contracts:
— to which the Director is a party or under which they are entitled to a benefit; and
— that confer a right to call for or deliver shares in, debentures of, or interests in, a registered scheme made available by us or any of our related bodies corporate.
Directors’ interests in Westpac and related bodies corporate as at 1 November 2020
Number of Relevant
Interests in Westpac Number of Westpac
Ordinary Shares Share Rights
Westpac Banking Corporation
Current Directors
John McFarlane 10,000 -
Peter King 131,886' 346,7952
Nerida Caesar 13,583 -
Alison Deans 15,632 -
Craig Dunn 15,009 -
Steven Harker 11,605 -
Chris Lynch 13,000° -
Peter Marriott 22,110 -
Peter Nash 15,260 -
Margaret Seale 22,960* -
Former Directors
Lindsay Maxsted 25,592° B
Brian Hartzer 130,545E 8
Ewen Crouch 79,690" -
Anita Fung E B
1. Peter King’s interest in Westpac ordinary shares includes 23,697 restricted shares held under the Restricted Share Plan.
2. Share rights issued under the Long Term Variable Reward Plan.
3. Chris Lynch and his related bodies corporate also hold relevant interests in 1,137 Westpac Capital Notes 5.
4. Margaret Seale and her related bodies corporate also hold relevant interests in 3,220 Westpac Capital Notes 2.
5. Figure displayed is as at Lindsay Maxsted’s retirement date of 31 March 2020.
6. Figure displayed is as at Brian Hartzer’s retirement date of 2 December 2019.
7. Figure displayed is as at Ewen Crouch’s retirement date of 12 December 2019. Ewen Crouch and his related bodies corporate also held relevant interests in 250 Westpac Capital Notes 2 as at 12 December 2019.
8. Figure displayed is at Anita Fung's retirement date of 31 March 2020.

Note: Certain subsidiaries of Westpac offer a range of registered schemes. The Directors from time to time invest in these schemes and are required to provide a statement to the ASX when any of their interests in these schemes
change. ASIC has exempted each Director from the obligation to notify the ASX of a relevant interest in a security that is an interest in BT Cash Management Trust (ARSN 087 531 539), BT Premium Cash Fund (ARSN 089 299 730),
Westpac Cash Management Trust (ARSN 088 187 928) or Advance Cash Multi-Blend Fund (ARSN 094 113 050).
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b) Indemnities and insurance

Under the Westpac Constitution, unless it is forbidden or would be made void by statute, we
indemnify any person who is or has been a Director or Company Secretary of Westpac and
of each of our related bodies corporate (except related bodies corporate listed on a
recognised stock exchange), any person who is or has been an employee of Westpac or our
subsidiaries (except subsidiaries listed on a recognised stock exchange), and any person
who is or has been acting as a responsible manager under the terms of an Australian
Financial Services Licence of any of Westpac’s wholly-owned subsidiaries against every
liability (other than a liability for legal costs) incurred by each such person in their capacity as
director, company secretary, employee or responsible manager, as the case may be; and all
legal costs incurred in defending or resisting (or otherwise in connection with) proceedings,
whether civil or criminal or of an administrative or investigatory nature, in which the person
becomes involved because of that capacity.

Each of the Directors named in this Directors’ report and the Company Secretary of Westpac
has the benefit of this indemnity.

Consistent with shareholder approval at the 2000 Annual General Meeting, Westpac has
entered into a Deed of Access and Indemnity with each of the Directors, which includes
indemnification in identical terms to that provided in the Westpac Constitution.

Westpac also executed a deed poll in September 2009 providing indemnification equivalent
to that provided under the Westpac Constitution to individuals who are or have been acting
as:

« statutory officers (other than as a director) of Westpac;
« directors and other statutory officers of wholly-owned subsidiaries of Westpac; and

« directors and statutory officers of other nominated companies as approved by Westpac
in accordance with the terms of the deed poll and Westpac’s Contractual Indemnity
Policy.

Some employees of Westpac'’s related bodies corporate and responsible managers of
Westpac and its related bodies corporate are also currently covered by a deed poll that was
executed in November 2004, which is on similar terms to the September 2009 deed poll.

The Westpac Constitution also permits us, to the extent permitted by law, to pay or agree to
pay premiums for contracts insuring any person who is or has been a Director or Company

Secretary of Westpac or any of its related bodies corporate against liability incurred by that

person in that capacity, including a liability for legal costs, unless:

« we are forbidden by statute to pay or agree to pay the premium; or
« the contract would, if we paid the premium, be made void by statute.

Under the September 2009 deed poll, Westpac also agrees to provide directors’ and officers’
liability insurance to Directors of Westpac and Directors of Westpac’s wholly-owned
subsidiaries (except wholly-owned subsidiaries listed on a recognised stock exchange).

For the year ended 30 September 2020, the Group has insurance cover which, in certain
circumstances, will provide reimbursement for amounts which we have to pay under the
indemnities set out above. That cover is subject to the terms and conditions of the relevant
insurance, including but not limited to the limit of indemnity provided by the insurance. The
insurance policies prohibit disclosure of the premium payable and the nature of the liabilities
covered.

c) Share rights outstanding

As at the date of this report there are 3,154,553 share rights outstanding in relation to
Westpac ordinary shares. The latest dates for exercise of the share rights range between 1
October 2021 and 1 July 2035.

Holders of outstanding share rights in relation to Westpac ordinary shares do not have any
rights under the share rights to participate in any share issue or interest of Westpac or any
other body corporate.

d) Proceedings on behalf of Westpac
No application has been made and no proceedings have been brought or intervened in, on
behalf of Westpac under section 237 of the Corporations Act.
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5. Environmental disclosure

As part of our 2020 Sustainability Strategy, we have set targets for our environmental performance to
2020.

The Westpac Group’s environmental framework is made up of:

« our Westpac Group Environment Policy;

« our Sustainability Risk Management Framework;

« our Climate Change Position Statement and 2023 Action Plan;
« our Responsible Sourcing Code of Conduct; and

« public reporting of our environmental performance.

We also participate in a number of voluntary initiatives including the Dow Jones Sustainability
Index, CDP (formerly known as the Climate Disclosure Project), the Equator Principles, the
Principles for Responsible Banking, the Principles for Responsible Investment, the United Nations
Global Compact, the RE100 and the Australian Government Climate Active Carbon Neutral
Standard.

The National Greenhouse and Energy Reporting Act 2007 (NGER) came into effect in September
2007. TheGroup reports on greenhouse gas emissions, energy consumption and production under
the NGER for the period 1 July through 30 June each year.

Our operations are not subject to any other significant environmental regulation under any law of the
Commonwealth of Australia or of any state or territory of Australia. We may, however, become
subject to environmental regulation as a result of our lending activities in the ordinary course of
business and we have policies in place to ensure that this potential risk is addressed as part of our
normal processes.

We are not aware of the Group incurring any material liability (including for rectification costs)
under any environmental legislation.

Westpac has reported its performance against its 2020 Sustainability Strategy and provides an
update in the section titled ‘climate change’ in Section 1 of this Annual Report. This section also
includes disclosures aligned to the recommendations of the Task Force on climate-related Financial
Disclosures (TCFD) (see pages 30 to 47).
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6. Human rights supply chain disclosure

Westpac’s overall approach to human rights is set out in our Human Rights Position Statement. Our
Responsible Sourcing Program, including the Responsible Sourcing Code of Conduct and risk
assessment methodology is the primary framework for managing human rights in our supply chain.

The Group is subject to the United Kingdom’s Transparency in Supply Chains provisions under the
Modern Slavery Act 2015, which came into effect in March 2015. Westpac publishes an annual
statement for the year ended 30 September to disclose the steps taken during the year to help
prevent modern slavery from occurring within the Group’s operations and supply chain.

The Group is subject to the Commonwealth of Australia’s Modern Slavery Act 2018 (Cth), with the
first reporting year being 2020 and the first report being due six months from the end of 30
September 2020. Reporting under the Australia’s Modern Slavery Act 2018 (Cth) will satisfy our
requirements to report under the UK’s Modern Slavery Act 2015.

7. Rounding of amounts

Westpac is an entity to which ASIC Corporations Instrument 2016/191 dated 24 March 2016, relating
to the rounding of amounts in directors’ reports and financial reports, applies. Pursuant to this
Instrument, amounts in this Directors’ report and the accompanying financial report have been
rounded to the nearest million dollars, unless indicated to the contrary.

8. Political engagement

In line with Westpac policy, no cash donations were made to political parties during the financial year
ended 30 September 2020.

In Australia, political expenditure for the financial year ended 30 September 2020 was $141,495.
This relates to payment for participation in legitimate political activities where they were assessed to
be of direct business relevance to Westpac. Such activities include business observer programs
attached to annual party conferences, policy dialogue forums and other political functions, such as
speeches and events with industry participants.

In New Zealand, political expenditure for the financial year ended 30 September 2020 was
NZD$9,175.
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9. Directors’ meetings
Each Director attended the following meetings of the Board and Committees of the Board during the financial year ended 30 September 2020. This table shows membership of standing Committees of the
Board that operated during the year ended 30 September 2020. From time to time the Board may form other committees or request Directors to undertake specific extra duties.

Legal,
y
Board & & Financial
Board (Un- Audit Risk Compliance Governance Remuneration Technology Crime
Notes ! c i Comnmittee? Comnmittee? [ ittee® [ i Committee Committee*

Number of meetings

held during the year

Director A B A B A B A B A B A B A B A B A B
John McFarlane 5 4 4 10 10 n/a n/a 2 2 n/a n/a 2 2 n/a n/a n/a n/a n/a n/a
Peter King 6 6 6 12 12 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 3 3 n/a n/a
Nerida Caesar 7 7 7 20 19 n/a n/a 4 4 3 3 n/a n/a n/a n/a 4 4 8 8
Alison Deans 8 7 7 20 20 n/a n/a 5 5 n/a n/a 4 4 6 6 4 4 n/a n/a
Craig Dunn 9 7 7 20 19 n/a n/a 5 5 n/a n/a 4 4 6 6 n/a n/a n/a n/a
Steven Harker 10 7 7 20 20 5 5 4 4 3 3 n/a n/a n/a n/a n/a n/a 8 8
Christopher Lynch 1M 1 1 3 3 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Peter Marriott 12 7 7 20 20 5 5 5 5 3 3 4 4 n/a n/a 4 4 n/a n/a
Peter Nash 13 7 7 20 20 5 5 5 5 3 3 3 3 n/a n/a n/a n/a 8 8
Margaret Seale 14 7 7 20 20 n/a n/a 4 4 3 3 n/a n/a 6 6 n/a n/a 8 8
Former Director A B A B A B A B B A B A B A B B
Lindsay Maxsted 15 4 4 11 1" 2 2 3 3 n/a n/a 2 2 n/a n/a n/a n/a n/a n/a
Brian Hartzer 16 1 1 8 8 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a 1 1 n/a n/a
Ewen Crouch 17 2 2 9 9 1 1 1 1 n/a n/a 1 1 1 1 n/a n/a n/a n/a
Anita Fung 18 4 3 11 10 n/a n/a 3 2 n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a

A — Meetings eligible to attend as a member B — Meetings attended as a member

Unless otherwise stated, each Director has been a member, or the Chairman, of the relevant Committee for the whole of the period from 1 October 2019.

1 Out of cycle Board meetings typically called for a special purpose that do not form part of the Board’s forward agenda.

2 Prior to 1 June 2020, the Board Risk Committee was known as the Board Risk & Compliance Committee. On 1 June 2020, the roles and responsibilities of the Board Risk & Compliance Committee were revised, and the
committee was renamed the Board Risk Committee. At the same time, the Board established the Board Legal, Regulatory and Compliance Committee, which is a sub-committee of the Board Risk Committee.

3 On 1 July 2020, the roles and responsibilities of the Board Nominations Committee were revised, and the committee was renamed the Board Nominations & Governance Committee.

4 The Board Financial Crime Committee was established on 27 November 2019 and was dissolved on 1 June 2020 with its responsibilities assumed by the Board Legal, Regulatory & Compliance Committee.

5 John McFarlane was appointed as a Director and member of the Board Risk Committee on 17 February 2020. He was appointed as Board Chairman and Chairman of the Board Nominations & Governance Committee on 1
April 2020. He ceased as a member of the Board Risk Committee on 1 June 2020.

6 Peter King was appointed as a Director and a member of the Board Technology Committee on 2 December 2019.

7 Nerida Caesar was appointed a member of the Board Financial Crime Committee on 27 November 2019. Nerida was also appointed a member of the Board Legal, Regulatory & Compliance Committee on 1 June 2020 and
ceased as a member of both the Board Risk Committee and Board Financial Crime Committee on 1 June 2020. Member of the Board Technology Committee.

8 Chairman of the Board Technology Committee. Member of the Board Nominations & Governance Committee, Board Remuneration Committee and the Board Risk Committee.

Chairman of the Board Remuneration Committee. Member of the Board Risk Committee and the Board Nominations & Governance Committee.

10  Steven Harker was appointed a member of the Board Financial Crime Committee on 27 November 2019. He was also appointed a member of the Board Legal, Regulatory & Compliance Committee and ceased
as a member of both the Board Risk Committee and Board Financial Crime Committee on 1 June 2020. Member of the Board Audit Committee.

11 Christopher Lynch was appointed as a Director and member of the Board Risk Committee and Board Audit Committee on 1 September 2020.

12 Peter Marriott ceased as Chairman of the Board Audit Committee on 12 December 2019. He was appointed as Chairman of the Board Risk Committee on 12 December 2019. He was also appointed a member of the Board Legal,
Regulatory & Compliance Committee on 1 June 2020. Member of Board Technology Committee and Board Nominations & Governance Committee.

13  Peter Nash was appointed as Chairman of the Board Financial Crime Committee on 27 November 2019. Peter Nash was appointed as Chairman of the Board Audit Committee and a member of the Board Nominations &
Governance Committee on 12 December 2019. He was also appointed as Chairman of the Board Legal, Regulatory & Compliance Committee and ceased as Chairman of the Board Financial Crime Committee on 1 June 2020
when that Committee was dissolved.

14  Margaret Seale was appointed a member of the Board Financial Crime Committee on 27 November 2019. She was also appointed a member of the Board Legal, Regulatory & Compliance Committee and ceased as a member of
both the Board Risk Committee and Board Financial Crime Committee on 1 June 2020. Member of the Remuneration Committee.

15 Lindsay Maxsted retired from the Board and its Committees on 31 March 2020.

16  Brian Hartzer retired from the Board and its Committees on 2 December 2019.

17  Ewen Crouch retired from the Board and its Committees on 12 December 2019 at the completion of the 2019 Annual General Meeting.

18  Anita Fung retired from the Board and its Committees on 31 March 2020.
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10. Remuneration Report

Letter from the Chairman of the Board Remuneration Committee

Dear shareholders,
On behalf of the Board, | am pleased to present Westpac’s 2020 Remuneration
Report.

Group performance and strategic priorities

2020 was a challenging year for Westpac, our shareholders, employees, customers and the
communities in which we operate.

In particular, the sharp contraction in economic activity, low interest rates and higher
impairment charges resulting from COVID-19 have impacted earnings. In addition, the
AUSTRAC matters and other remediation costs further impacted financial performance.

The Board acknowledges the impact on shareholders including the reduction in dividends.
We recognise that you felt deeply let down by the AUSTRAC matters. We have taken action
in response and we are committed to doing better.

While the impacts of COVID-19 continue, the measures we have put in place have allowed
us to help our customers and to keep credit flowing. Despite the ongoing uncertainty, our
balance sheet remains strong and we have maintained our capital position and liquidity ratios
above regulatory requirements.

Importantly, the Group’s purpose and strategy have been reset and clear priorities have been
established. Our transformation plans are underway with refreshed leadership, changes in
strategy and a detailed program to address the Group’s shortcomings in risk management.

Remuneration decisions will continue to play a key role in supporting the changes underway.

Remuneration consequences for the AUSTRAC matters

In June 2020, Westpac released the results of its investigation into the Anti-Money
Laundering and Counter-Terrorism Financing (AML/CTF) compliance issues that related to
the AUSTRAC Statement of Claim in November 2019. The consequences for the issues
included remuneration impacts and disciplinary actions.

While most remuneration consequences were applied after the review of management
accountability, there were also remuneration adjustments applied in 2019 prior to the receipt
of the AUSTRAC Statement of Claim based on the information known by the Board at the
time.

As communicated to shareholders last year, we implemented enhanced remuneration
adjustment guidelines as part of our response to the first strike. These guidelines were used
to support the Board’s decision making during the year.

In summary, remuneration consequences were applied to 38 individuals reflecting the level of
direct management responsibility or accountability and the level of culpability for the
compliance failures.

In addition, as the issues took place over many years, a number of relevant individuals had
since left Westpac’s employment. For most of these former employees, a remuneration
adjustment was not possible as they did not have unvested deferred variable reward on foot.

In aggregate, the amount of remuneration consequences applied was $20.1 million. This
included cancelling 2020 short term variable reward (STVR) for the Group Executive team
and, in some instances,adjusting prior year awards that had yet to vest. Further detail is set
out in Section 3.1 of the Report.

1. Includes the forfeiture of unvested STVR and LTVR for the former CEO as well as a range of downward remuneration adjustments, in part or in full, to current and former executives and employees. Equity-based awards were valued
using the five day volume weighted average price (VWAP) of a Westpac share up to and including the date of receipt of the AUSTRAC Statement of Claim on 20 November 2019 ($26.20) and applying a 50% discount for LTVR
subject to performance conditions. The cancellation of 2020 STVR for the CEO and Group Executives was valued at 50% of target opportunity as at 2 April 2020.
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2020 remuneration outcomes

This year’s remuneration decisions, and the discretion applied by the Board, reflect
performance and risk outcomes along with the outcomes experienced by our stakeholders
and feedback from the second strike against the 2019 Remuneration Report.

In summary, key remuneration outcomes for 2020 include:

* Reductions in the value of 2020 Long Term Variable Reward (LTVR) opportunity for
the CEO and Group Executives reflecting the change in allocation methodology from a
fair value to a face value approach when determining the quantum of performance
share rights;

+ The new CEO’s total target remuneration is 10.7% lower than that of his predecessor
whose total target remuneration was reduced by 23% in October 2019;

*  The cancellation of 2020 STVR for the CEO and Group Executives to demonstrate
collective accountability for the financial crime outcomes in Westpac's businesses that
led to the AUSTRAC proceedings;

« Additional remuneration consequences were applied to four Group Executives,
including current and former executives, for the AUSTRAC matters, in addition to a
range of other remuneration consequences for other current and former employees;

»  The 2020 variable reward pool for the Group was reduced by $139 million year on
year, noting the 2019 pool was also significantly reduced;

+ 2020 STVR for General Managers was cancelled in light of performance and a
challenging environment created by COVID-19; and
« The 2017 LTVR lapsed in full for the fifth consecutive year.

Second strike

At the 2019 Annual General Meeting, 35.9% of shareholder votes were cast against the
2019 Remuneration Report resulting in a strike for a second year in a row.

The second strike was a disappointing outcome for the Board, particularly in light of the
changes made in response to the first strike against the 2018 Remuneration Report.

These included reducing total target remuneration by 23% for the former CEO and
12.5% for Group Executives for 2020 to reflect changes in the LTVR allocation
methodology, as well as applying downward remuneration adjustments in light of
material risk and compliance matters.

In addition, the CEO’s 2019 STVR outcome was zero as was the case for the former
Chief Executive, BT Financial Group and the former Chief Executive, Consumer. Non-
executive Director base fees for 2019 were also reduced by 20% as a one-off measure.
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While most shareholders voted in favour of the report, feedback we received from
shareholders in relation to the 2019 Remuneration Report included:

« discontent with the AUSTRAC Statement of Claim;

* negative sentiment following the reduction in dividends in 2019 and overall poor
Group performance, including significant remediation provisions for 2019; and

+ alack of support for 2019 STVR outcomes.

In 2020, the Chairman and | continued our consultation with shareholders and shareholder
advisory groups to better understand shareholder views and to act on their feedback.

This feedback has informed the decisions we have made on remuneration outcomes
throughout the year.

Leadership renewal
The leadership of the Group has changed significantly since 2019.

Board changes
Lindsay Maxsted, Ewen Crouch, and Anita Fung retired as Directors during the year and
Alison Deans will retire following the 2020 Annual General Meeting.

Chris Lynch and Michael Hawker were appointed to the Board, in September and November
2020 respectively, and we expect to appoint two more Board Directors in the new year. All
four appointments will diversify and add to the Board’s skills.

The Board made changes to the structure of its Committees. This included
establishing a Board Financial Crime Committee to oversee the implementation
of Westpac'’s enhanced financial crime program. The Board Legal, Regulatory &
Compliance Committee then replaced the Board Financial Crime Committee.

Executive changes

Following Brian Hartzer stepping down from the role of CEO, Peter King was appointed as
Acting CEO effective 2 December 2019. Peter King was later appointed as Managing
Director & CEO on a permanent basis on 2 April 2020.

There have also been changes to executive Key Management Personnel (KMP)

including:

* Permanent appointments: Guil Lima (Chief Executive, Business), Michael Rowland
(Chief Financial Officer), Les Vance (Group Executive, Financial Crime, Compliance &
Conduct) and Jason Yetton (Chief Executive, Specialist Businesses, Strategy &
Transformation);

« Acting appointments and other changes: Richard Burton (Acting Chief Executive,
Consumer); Gary Thursby (Acting Chief Financial Officer and later the Acting Chief
Information Officer); Alastair Welsh (Acting Group Executive, Enterprise Services); Curt
Zuber (Acting Chief Executive, Westpac Institutional Bank) and Rebecca Lim (Group
General Counsel & Enterprise Executive);

* Resignations: Craig Bright (Chief Information Officer) and David Lindberg (Chief
Executive, Consumer); and

« Retirement: Lyn Cobley (Chief Executive, Westpac Institutional Bank).
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A summary of remuneration decisions and outcomes for 2020 is set out following this
letter, along with a summary of executive appointment and exit arrangements.

In addition, we announced executive changes for 2021 including:

« Anthony Miller was appointed as Chief Executive, Westpac Institutional Bank and Curt
Zuber will retire;

«  Chris de Bruin was appointed as Chief Executive, Consumer;

« Scott Collary was appointed as Chief Operating Officer and will bring together the Group
Operations and Group Technology divisions; and

«  Gary Thursby will act as Chief Information Officer until Scott Collary commences.

Other changes for 2021

The Board reviewed the LTVR performance hurdle for 2021 and determined to reduce
the number of companies in the comparator group from 10 to 8 companies to provide
a more focused and equally weighted peer group.

In line with market practice, a percentile ranking vesting schedule will also replace the
composite index. Further detail is set out in Section 4.2 of the Report.
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Review of the executive remuneration structure
The Group commenced a review of the executive remuneration structure and intends
to implement changes in 2022.

In addition to complying with APRA’s proposed Prudential Standard CPS 511
(Remuneration), the key objective supporting the review is to place greater emphasis on
rewarding long term, rather than short term, achievement. The need to focus on the longer
term outcomes was highlighted during the Royal Commission and aligns with feedback
from shareholders and regulators.

It is also important that the new structure assists in attracting and retaining executive
talent to deliver on Westpac's strategy in an intensely competitive international market.
We look forward to engaging with shareholders in 2021 on the review.

On behalf of the Board, | invite you to read our Remuneration Report and welcome your
feedback. | hope you find the summaries on the following pages to be a useful reference
when reading the broader Report.
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Summary of remuneration decisions and actions

« As part of his permanent appointment, the CEO’s target remuneration package for 2020 included fixed remuneration of $2,400,000, target STVR of $2,400,000 (which may be
awarded at between 0% and 150% of target depending on performance) and LTVR of $3,200,000. This represents a 10.7% reduction relative to the former CEO, whose total
target remuneration was reduced by 23% in October 2019.

Chief « The CEO’s 2020 STVR outcome is zero.
Executive « The 2017 LTVR outcome is zero. The LTVR lapsed in full because the relative TSR and cash ROE performance hurdles were not achieved.

Officer « In 2020, the CEO received $2.12 million in fixed remuneration and $0.29 million in deferred STVR awarded in prior years that vested during the year, equalling $2.41 million in
total realised remuneration (i.e. take home pay). This outcome is 44% of the maximum remuneration he could have received for the year.

proceedings. This applies to Group Executives who joined the Group during the year and Acting Group Executives.

«  The Board’s assessment of accountability and responsibility for the allegations in the AUSTRAC Statement of Claim also resulted in two current Group Executives having their
2019 STVR outcome reduced. One former Group Executive had all of their STVR from 2019 and prior years reduced to zero, while another former Group Executive had all of
their unvested STVR and LTVR reduced to zero.

Group + In addition, adjustments were made to a former Group Executive for other material risk and compliance matters via reductions to unvested LTVR from prior years.
Executives

« Atotal target remuneration increase of 19% was approved for Carolyn McCann in line with the increased scope and accountability associated with her expanded role, including
the Customer Outcomes and Risk Excellence program and remediation. Christine Parker’s pay mix was also changed to align to a control function pay mix.

«  Temporary increases in total target remuneration were also approved for individuals in Acting Group Executive roles.
+ 2021 LTVR awards for the CEO and Group Executives will be granted at target levels in line with the relevant target remuneration mix.

Non-executive + John McFarlane commenced as Chairman during the year and receives an annual fee of $890,000.

Directors + The Board approved the fee structure for the Board Financial Crime Committee which was later replaced by the Board Legal, Regulatory & Compliance
Committee. All other Board fees remain unchanged.

+  The 2020 variable reward pool was reduced by $139 million from 2019 to align with performance and having regard to the challenging economic environment created by COVID-
19. The 2019 pool was also significantly reduced.

« The Board considered cancelling the variable reward pool altogether, however believed it was important to respond to key retention concerns and reward the outstanding
contribution of our most critical employees to support the delivery of our strategy.

All employees + 2020 STVR for General Managers was cancelled in light of performance and the challenging environment created by COVID-19.
« In addition to the remuneration adjustments for Group Executives, downward remuneration adjustments were approved for a range of current and former employees in response
to the AUSTRAC matters, as well as other material risk and compliance matters impacting the Group, ranging from 10% to 100% of STVR.

«  The Group managed 1,070 employee conduct matters in Australia in 2020, of which 108 employees exited the business and 427 employees were subject to formal disciplinary
outcomes.

‘ «No Group Executive will receive a STVR award for 2020, reflecting collective accountability for the financial crime outcomes in Westpac’s businesses that led to the AUSTRAC
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Summary of appointment and exit arrangements
The tables below summarise the appointment and exit arrangements for executives as approved by the Board during the year. Further details are provided in the Report.

New Executive Appointment arrangements

Guil Lima

Chief Executive, Business

Michael Rowland
Chief Financial Officer

Les Vance

Group Executive, Financial
Crime, Compliance &
Conduct

Jason Yetton

Chief Executive, Specialist
Businesses, Strategy &
Transformation

Total target remuneration of $4,392,500 comprised of 26.5% fixed remuneration, 26.5% STVR and 47% LTVR.
Pro rata 2020 LTVR grant.
Buy out award' comprising cash and equity components totalling $1,693,151.

Relocation benefits.

Total target remuneration of $3,800,000 comprised of 32% fixed remuneration, 24% STVR and 44% LTVR.
Not eligible for 2020 STVR or 2020 LTVR.

Relocation benefits.

Total target remuneration of $2,800,000 comprised of 32% fixed remuneration, 24% STVR and 44% LTVR.
Pro rata 2020 LTVR grant.

Total target remuneration of $4,375,000 comprised of 26% fixed remuneration, 26% STVR and 48% LTVR.

Pro rata 2020 LTVR grant.

Former Executive Exit a"angementsz

1.

Brian Hartzer
Former Managing

Director & Chief
Executive Officer

Craig Bright
Former Chief Information
Officer

Lyn Cobley
Former Chief Executive,
Westpac Institutional Bank

David Lindberg
Former Chief Executive,
Consumer

Received contractual requirements after stepping down from the role of Managing Director & Chief Executive Officer.

Unvested equity lapsed.
Not eligible for 2020 STVR.

Served a mutually agreed reduced notice period.
Unvested equity lapsed.
Not eligible for 2020 STVR.

Received contractual requirements in line with retirement.
Unvested equity remains on foot.
2020 STVR cancelled.

Served a mutually agreed reduced notice period.
Unvested equity lapsed.
2020 STVR cancelled.

Provided in exceptional circumstances to compensate external hires for remuneration foregone from their previous employer on resignation to join Westpac. Awards reflect the vesting profile at the
previous employer and are subject to continued service and adjustment.

2. Refer to Section 5.4 for an overview of employment agreements including termination provisions.
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1. Key Management Personnel
The remuneration of KMP is disclosed in the Report. In 2020, KMP comprised the CEO, Group Executives and Non-executive Directors as set out in the table below. Disclosures related to
former KMP that ceased in 2019 are included in the 2019 Annual Report.
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KMP is defined as those persons having authority and responsibility for planning, directing and controlling the activities of an entity, directly or indirectly, including any director (whether
executive or otherwise) of that entity.
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Name Position Term as KMP
Managing Director & Chief Executive Officer
Peter King1 Managing Director & Chief Executive Officer Full Year

Group Executives
Rebecca Lim?

Guil Lima

Carolyn McCann®
David McLean
Christine Parker
Michael Rowland
David Stephen
Gary Thursby*

Les Vance

Jason Yetton®
Acting Group Executives
Richard Burton
Alastair Welsh®

Curt Zuber’

Former CEO and Group Executives

Brian Hartzer

Craig Bright

Lyn Cobley

David Lindberg

Current Non-executive Directors
John McFarlane®

Nerida Caesar

Alison Deans®

Craig Dunn

Steven Harker

Chris Lynch'®

Peter Marriott

Peter Nash

Margaret Seale

Former Non-executive Directors
Lindsay Maxsted

Ewen Crouch

Anita Fung

Group General Counsel & Enterprise Executive

Chief Executive, Business

Group Executive, Customer & Corporate Relations

Chief Executive Officer, Westpac New Zealand

Group Executive, Human Resources

Chief Financial Officer

Chief Risk Officer

Acting Chief Information Officer

Group Executive, Financial Crime, Compliance & Conduct

Chief Executive, Specialist Businesses, Strategy & Transformation

Acting Chief Executive, Consumer
Acting Group Executive, Enterprise Services

Acting Chief Executive, Westpac Institutional Bank

Managing Director & Chief Executive Officer
Chief Information Officer

Chief Executive, Westpac Institutional Bank
Chief Executive, Consumer

Chairman
Director
Director
Director
Director
Director
Director
Director
Director

Chairman
Director
Director

Ceased in KMP role on 18 May 2020
Commenced in KMP role on 2 December 2019
Full Year

Full Year

Full Year

Commenced in KMP role on 1 September 2020
Full Year

Full Year

Commenced in KMP role on 15 June 2020
Commenced in KMP role on 4 May 2020

Commenced in KMP role on 15 June 2020
Full Year
Commenced in KMP role on 1 July 2020

Ceased in KMP role on 2 December 2019
Ceased in KMP role on 25 September 2020
Ceased in KMP role on 1 July 2020
Ceased in KMP role on 15 June 2020

Commenced in KMP role on 17 February 2020
Full Year
Full Year
Full Year
Full Year
Commenced in KMP role on 1 September 2020
Full Year
Full Year
Full Year

Retired on 31 March 2020
Retired on 12 December 2019 following the 2019 Annual General Meeting
Retired on 31 March 2020

1. Peter King was the Chief Financial Officer until 2 December 2019 when he was appointed as the Managing Director & Acting Chief Executive Officer. Peter King was appointed as the Managing Director & Chief Executive

Officer on 2 April 2020.

2. Rebecca Lim was the Group Executive, Legal & Secretariat until 16 December 2019 when she was appointed Enterprise Legal Counsel focusing on AUSTRAC matters. Rebecca Lim resumed her Group General Counsel role
when she was appointed the Group General Counsel & Enterprise Executive on 18 May 2020.

3.
4.
5.
transformation across the Group.
6.
7. Curt Zuber will retire in 2021.
8.
9
1

John McFarlane was appointed as a Non-executive Director on 17 February 2020 and was appointed as Chairman on 1 April 2020.
. Alison Deans will retire from the Board following the 2020 Annual General Meeting.
0. Chris Lynch was appointed as a Non-executive Director on 1 September 2020.

Carolyn McCann’s role and accountability was expanded during the year. This included accountability for the Customer Outcomes and Risk Excellence program and remediation.
Gary Thursby was the Chief Operating Officer until 2 December 2019 when he was appointed as the Acting Chief Financial Officer. Gary Thursby was appointed as the Acting Chief Information Officer on 25 September 2020.
Jason Yetton commenced as a Group Executive on 4 May and was appointed the Chief Executive, Specialist Businesses on 18 May. Jason Yetton assumed additional responsibility from 1 September 2020 for strategy and

Alastair Welsh was the Acting Chief Executive, Business until 2 December 2019 when he was appointed as the Acting Group Executive, Enterprise Services.
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2. Summary of the 2020 executive remuneration framework
Our purpose and strategy are supported by our remuneration strategy, principles and frameworks.

Westpac’s purpose and strategy

Westpac's purpose is to help Australians and New Zealanders succeed. Our strategy seeks to deliver on our purpose by building deep and enduring customer relationships, being a leader in the

community, being a place where the best people want to work and, in so doing, delivering sustainable returns for shareholders.

Remuneration strategy

Westpac’s remuneration strategy is designed to attract and retain talented employees by rewarding them for achieving high performance and delivering superior long-term results for our customers and

shareholders, while adhering to sound risk management and governance principles.

Remuneration principles

The remuneration strategy is underpinned by the following principles:

« align remuneration with customer and shareholder interests;

«  support an appropriate risk culture and employee conduct;

- differentiate pay for behaviour and performance in line with our vision and strategy;
+  provide market competitive and fair remuneration;

« enable recruitment and retention of talented employees;

«  provide the ability to risk-adjust remuneration; and

+  be simple, flexible and transparent.

Executive remuneration framework

Fixed remuneration STVR

LTVR

Purpose

Attract and retain high quality executives through market
competitive and fair remuneration.

Ensure a portion of remuneration is variable, at-risk and linked
to the delivery of agreed plan targets for financial and non-
financial measures that support Westpac'’s strategic priorities.
The STVR outcome can range from 0% to 100% of target
depending on performance relative to targets agreed at the
beginning of the year, or exceed 100% (up to a maximum of
150% of target) when exceptional performance is achieved.

Align executive accountability and remuneration with the long-
term interests of shareholders by rewarding the delivery of
sustained Group performance over the long term.

Delivery

Comprises cash salary, salary sacrificed items and
superannuation contributions.

Awarded in cash (50%) and restricted shares' (50%) based on an
assessment of performance over the preceding year. Restricted
shares vest in equal portions after one and two years following grant
subject to continued service and adjustment.

Awarded in performance share rights which vest after four years
subject to the achievement of a relative Total Shareholder Return
(TSR) performance hurdle, continued service and adjustment.

Alignment to performance

Set with reference to market benchmarks in the financial Performance is assessed using a scorecard comprising:

services industry in Australia and globally as well as the size, . financial and non-financial measures linked to Westpac's key
responsibilities and complexity of the role, and the skills and strategic priorities; and

experience of the executive.

. . § . . . a modifier to support the adjustment of the outcome, upwards or
Individual performance impacts fixed remuneration adjustments.

downwards (including to zero), for behaviour, risk and reputation
matters, people management matters, and any other matters as
determined by the Board.

Performance is assessed against relative TSR which is a
comparative measure of Westpac’s performance relative to
that of peers (measured over four years).

Alignment to shareholders

Minimum shareholding requirements equivalent to five times
annual fixed remuneration excluding superannuation for the CEO
and $1.2 million for Group Executives. These requirements must
be satisfied within five years of appointment as the CEO

or as a Group Executive.

Half of the STVR award is deferred into equity for a period of up to
two years to support alignment with shareholders over the medium
term.

The LTVR is delivered in equity and the relative TSR
performance hurdle is aligned to long-term shareholder returns
and value creation.

1. The Group Executive outside of Australia receives deferred STVR as unhurdled share rights.
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21. Risk

Westpac's remuneration arrangements are designed and managed to support effective risk management, the generation of appropriate risk-based returns and the risk profile associated with our
businesses which incorporate products with varying complexity and maturity profiles.

2.2

1.
2.

Remuneration outcomes: The performance of the Group and each division is reviewed and measured with reference to how risk is managed in line with Westpac’s Risk Appetite Statement
and the results influence remuneration outcomes. The key risks that are considered include capital, credit, market, equity, liquidity, insurance, risk culture, financial crime, reputation and
sustainability, conduct, operational and compliance risk. In addition, STVR outcomes are influenced by relevant risk-related matters through the Board’s application of the scorecard modifier,
which is informed by risk and compliance input independent of the business or functional area.

Variable reward pool: The Board determines the size of the variable reward pool each year. This is based on the Group’s performance for the year and an assessment of how profit should
be shared between shareholders and employees while retaining sufficient capital for growth. The pool reflects financial performance. A broad range of financial and non-financial risk
measures and customer outcomes may also be taken into account when allocating the pool.

Mandatory risk and compliance requirements: Individuals are only eligible to receive a fixed remuneration adjustment, STVR and LTVR where an individual has satisfied minimum
requirement gates which require that behaviours are in line with Westpac’s Values and Code of Conduct and that the individual has met the risk and compliance requirements for their role and
business.

Remuneration adjustments for prior period matters: The Board may adjust all forms of unvested deferred variable reward downward, including to zero, for matters arising from a prior
period if circumstances or information come to light which mean that in the Board’s view all or part of the award was not appropriate. Having decided that a downward adjustment is
appropriate and determined the amount of any adjustment, typically the Board will first apply that adjustment against the STVR for the current performance period. In instances where an
adjustment to current year STVR is insufficient or unavailable, the Board may apply the adjustment to unvested deferred variable reward. Clawback provides an additional mechanism to
recover vested deferred variable reward in certain limited circumstances for awards made in respect of performance periods commencing on or after 1 October 2019. It is the Board'’s current
intention that clawback will only be considered for relevant conduct that occurred on or after 1 October 2019.

2020 target remuneration mix’

Based on target STVR and LTVR (face value). Variation in the target remuneration mix by individual may apply.

Excludes Control Function Group Executives with a target remuneration mix comprised of 32% fixed remuneration, 24% STVR and 44% LTVR. This applies to the Group Executive, Customer & Corporate Relations, the Group
Executive, Financial Crime, Compliance & Conduct, the Chief Financial Officer, the Group Executive, Human Resources and the Chief Risk Officer.

2.3. Timeline of potential remuneration
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2020 remuneration outcomes and alignment to performance

1.

Remuneration
consequences
for the
AUSTRAC
matters

2020
STVR

2017
LTVR

Snapshot of 2020 remuneration outcomes

Remuneration consequences in response to information known by the Board, in relation to the AUSTRAC matters at the time, were disclosed in the 2019 Remuneration
Report. This included consequences for the self-reported breaches to AUSTRAC which contributed to the zero 2019 STVR outcome for the former CEO, the zero score for
non-financial risk in 2019 STVR scorecards for Group Executives, the downward adjustment to a portion of deferred STVR awarded in a prior year for a former Group
Executive and the 20% one off fee cut for Non-executive Directors in 2019.

Following the receipt of further information contained in the AUSTRAC Statement of Claim in November 2019 (and release of the 2019 Remuneration Report), the Board
determined to withhold 2019 STVR for Group Executives (and relevant General Managers and other employees), in part or in full, while a review of management
accountability associated with the allegations was completed.

While the AUSTRAC matters did not arise from any intentional wrong-doing or misconduct, compliance failures did occur and it was appropriate that consequences be
applied under the Westpac Consequence Management Framework. This included further remuneration impacts and disciplinary actions.

Remuneration consequences were applied in line with Westpac’s Remuneration Adjustment Guidelines. The guidelines are designed to support consistency and fairness in
determining remuneration adjustments based on an assessment of the severity of the matter(s) as well as the level of individual accountability or responsibility. Adjustments
are then applied to individual’s at-risk remuneration based on a pre-determined order of awards to ensure consistency and the ability to make further adjustments in the future
where required.

In summary, remuneration consequences were applied to 38 current and former employees via reductions, either in part or in full, to:
2019 STVR;

« unvested equity awards granted in prior years; and

« if neither of the above were available for adjustment then adjustments were made to 2020 STVR.

In total, remuneration consequences amounted to $20.1 million®. This included consequences applied to prior year awards, including withheld 2019 STVR, of approximately
$13.2 million and consequences applied to 2020 STVR awards of approximately $6.9 million. Remuneration consequences for some former employees were not possible
given there was no deferred variable remuneration available to adjust.

The CEO recommended to the Board that he and the Group Executives receive no STVR for 2020 as a consequence for the AUSTRAC matters as outlined above. The CEO
and Board felt it was fundamental that collective accountability for the financial crime outcomes in Westpac’s businesses which had led to the action being taken by
AUSTRAC be recognised.

The Board fully supported the CEQ’s recommendation and determined that 2020 STVR be cancelled for the CEO and Group Executives. In addition, 2020 STVR for General
Managers was cancelled in light of performance and the challenging environment created by COVID-19.

There is a zero vesting outcome under Westpac’s LTVR plan for the CEO and Group Executives in 2020. The performance hurdles, comprising relative TSR and cash ROE?,
were not achieved and the 2017 LTVR award lapsed in full.
The table below shows the vesting outcome for the 2017 LTVR award to the CEO and Group Executives that reached the end of its performance period in 2020.

Performance range

Performance Performance
hurdle start date Test date Threshold Maximum Outcome % Vested % Lapsed
TSR 1 October 2016 1 October Equalte R composte TSR 27.35%) o 100%
(50% of award) ctober 2020 °°mpi‘;§'ei index by 21.55 Index: o o
(i.e. 5% CAGR®) (9.04%)
ROE 1 October o o 9 9 Y/
(50% of award) 1 October 2016 2020 13.50% 14.50% 12.47% 0% 100%

Includes the forfeiture of unvested STVR and LTVR for the former CEO as well as a range of downward remuneration adjustments, in part or in full, to current and former executives and employees. Equity-based awards were valued
using the five day VWAP of a Westpac share up to and including the date of receipt of the AUSTRAC Statement of Claim on 20 November 2019 ($26.20) and applying a 50% discount for LTVR subject to performance conditions. The
cancellation of 2020 STVR for the CEO and Group Executives was valued at 50% of target opportunity as at 2 April 2020.

Cash ROE is return on equity on a cash earnings basis. Cash earnings is not prepared in accordance with accounting standards and has not been subject to audit. Refer to Note 2 to the Financial Statements for a description of cash

earnings.

Compound annual growth rate.

The cash ROE hurdled performance share rights reached the end of their performance period on 30 September 2019 and were subject to an additional one year holding lock through to 30 September 2020.
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3.2, Group performance
The table below summarises the key performance indicators for the Group and variable reward outcomes over the last five years.

Years ended 30 September

2020 2019 2018 2017 2016
CEO STVR award (% of maximum) 0% 0% 52% 74% 65%
Average Group Executive STVR (% of maximum) 0% 37% 58% 73% 63%
LTVR award (% vested) 0% 0% 0% 0% 0%
Cash earnings' ($m) 2,608 6,849 8,065 8,062 7,822
Statutory earnings ($m) 2,290 6,784 8,095 7,990 7,445
Economic profit/(loss)2 ($m) (3,579) 1,619 3,444 3,774 3,774
Cash ROE? 3.83% 10.75% 13.00% 13.77% 13.99%
TSR - three years (35.43%) 15.33% 8.27% 11.79% 15.24%
TSR - five years (27.87%) 14.58% 25.67% 81.32% 100.72%
Dividends per Westpac share (cents) 31 174 188 188 188
Cash eamings per Westpac share’ $0.73 $1.98 $2.36 $2.40 $2.35
Share price - high $29.81 $30.05 $33.68 $35.39 $33.74
Share price - low $13.47 $23.30 $27.24 $28.92 $27.57
Share price - close $16.84 $29.64 $27.93 $31.92 $29.51

Cash earnings and CEO STVR award (2016 to 2020)

Return on equity and LTVR vesting (2016 to 2020)

Total shareholder return (from 1 October 2015 to 30 September 2020)

1. Cash earnings is not prepared in accordance with AAS and has not been subject to audit. Refer to Note 2 to the Financial Statements for a description of cash earnings.
2. Economic profit and cash ROE is derived from cash earnings.




98 WESTPAC GROUP 2020 ANNUAL REPORT

Directors’ report

3.3. Total realised remuneration — Chief Executive Officer and Group Executives (unaudited)

The charts below summarise the actual remuneration paid and the equity vested' to the CEO and Group Executives relative to the maximum remuneration that could have been received in 2020.
This includes:

« fixed remuneration, including cash salary and superannuation contributions and excluding contractual provisions on termination, paid during the year;
« cash STVR awarded in respect of the year;

« other cash payments made during the year;

« deferred STVR awarded in prior years that vested during the year; and

+ LTVR awarded in prior years that vested during the year.

The charts also reference the maximum value of total remuneration foregone in 2020, including cash STVR not awarded in respect of the year (based on the maximum STVR opportunity
being 150% of target) and deferred STVR and LTVR awarded in prior years that was forfeited, adjusted or lapsed during the year. For former executives, this also includes unvested equity on
foot that was forfeited or lapsed on termination that was subject to vesting in future years.

The value of deferred STVR and LTVR is based on the number of restricted shares or share rights multiplied by the five day VWAP up to and including the date of vesting, forfeiture or lapse
(as relevant). The value of equity differs from the disclosure in Section 7. Buy out awards paid or vested during 2020 are set out in Section 3.4.

Total realised remuneration ($000)

Fixed remuneration B Cash STVR Other cash payments

. Vesting of prior year deferred STVR awards [l Vesting of prior year LTVR awards ﬂ 2020 maximum realisable remuneration

1. Equity that vested on 1 October 2020 is included in the 2020 figures. Equity that vested on 1 October 2019 is included in the 2019 figures.
2. The information relates to the period the individual was a KMP. Refer to Section 1 for further details.

3. 2019 cash STVR values have been adjusted to reflect consequences for the AUSTRAC matters. The values differ from Section 7 which are disclosed in line with accounting standards.
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4. 2020 other cash payments include the cash portion of a project bonus approved by the Board on 5 March 2020 and paid to Gary Thursby following the successful divestment of part of the BT Financial Group and the
Wealth Reset. This relates to work mostly completed in 2019 in Gary Thursby’s previous role as Chief Operating Officer.

5. 2020 fixed remuneration excludes contractual provisions on termination to 30 September 2020 paid after the executive ceased to be a KMP. This includes $2.223 million for Brian Hartzer, $280,500 for Lyn Cobley and
$290,000 for David Lindberg.

6. 2020 maximum remuneration foregone includes unvested equity forfeited or lapsed on termination that was subject to vesting in future years.

7. 2020 maximum remuneration foregone excludes adjustments to 2019 deferred STVR before it was granted as a result of the AUSTRAC matters. 2020 maximum remuneration foregone includes adjustments to unvested
STVR from prior years as a result of the AUSTRAC matters and unvested LTVR adjusted as a result of other material risk and compliance matters. The values differ from Section 7 which are disclosed in line with
accounting standards.
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3.4. Buy out awards paid or vested during 2020

Buy out awards are provided in exceptional circumstances to compensate external hires for remuneration foregone from their previous employer on resignation to join Westpac. These awards
reflect the vesting profile at the previous employer and are subject to continued service and adjustment.

In addition to the total remuneration realised in Section 3.3, the following buy out awards were paid or vested during the year:

«  Craig Bright had 9,152, 13,090, 8,538 and 9,748 restricted shares granted under the Restricted Share Plan which vested in December 2019, February 2020, June 2020 and August 2020
respectively;

+ David Stephen had 67,965 restricted shares granted under the Restricted Share Plan which vested in March 2020; and
«  Guil Lima received a cash buy out award of $533,180.

3.5. 2020 short term variable reward and Group scorecard

The Group’s priorities are set out in the Group scorecard, which forms part of the CEO’s scorecard and is cascaded to Group Executive scorecards in combination with other divisional or
functional measures.

In April 2020, the CEO recommended to the Board that he and the Group Executives receive no STVR for 2020 to demonstrate collective accountability for the financial crime outcomes in
Westpac’s businesses that led to the AUSTRAC proceedings. The Board supported the CEO’s recommendation and determined that 2020 STVR be cancelled for the CEO and Group
Executives. Subsequently, 2020 STVR was also cancelled for General Managers in light of performance and the challenging environment created by COVID-19.

Notwithstanding the zero outcomes for 2020 STVR, the Board completed an assessment of performance against the 2020 Group scorecard. The overall outcome was 35% of target.

Performance measures and targets in the Group scorecard were not adjusted to reflect the impacts of COVID-19. The Board’s preference is to make discretionary adjustments within each
focus area of the scorecard where the initial score is not considered to appropriately reflect performance. The discretion applied by the Board in determining these adjustments reflect
performance and risk outcomes for the year along with the outcomes experienced by our stakeholders. A summary of the Group scorecard performance assessment is provided below.

Since the appointment of the new CEO, the Group’s purpose has been reset and clear priorities have been established. Good progress has been made in relation to transformation plans with
refreshed leadership, changes in strategy and a detailed program to address the Group’s shortcomings in risk management.

Group scorecard - short term variable reward ETarget MMaximum A Outcome

Group financial performance (40%)

Performance measurement is based on cash earnings growth, core earnings growth and cash ROE against plan.

° Cash ROE was 3.83%, down from 10.75% in 2019 and lower than the 11.11% target.

. Group Core Earnings growth was down 25% year on year and below the target of 12.6%. Group Cash Earnings growth was down 62% year on 0% of target
year and below the target of 10.4%.

B Financial performance was impacted by significant increases in impairment charges, costs associated with the AUSTRAC matters, intangible write-
downs, lower economic activity and low interest rates.

Balance sheet risk management (10%)
Performance measurement is based on operating performance relative to the Risk Appetite Statement as measured by capital, funding and liquidity
management.

o Our Common Equity Tier 1 (CET1) ratio was 11.13%, the Net Stable Funding Ratio was 122% and the Liquidity Coverage Ratio was 150%. These 50% of target
outcomes were above target.

B While the CET1 result was above target, it was partly achieved through the raising of capital and reduction in dividends. Given the impact of these
decisions on shareholders, the CET1 result was assessed as nil.
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Risk management (20%)

Performance measurement is based on closing out the recommendations from the Culture, Governance and Accountability (CGA) review, completing
remediation programs, improving risk management capability and culture, and strengthening financial crime capability.

Progress was made on some key milestones to improve risk management: 35% of target
° Implemented 37 of 45 recommendations from the CGA review;
. Mobilised the Customer Outcomes and Risk Excellence program following the reassessment of the CGA review in light of the AUSTRAC Statement
of Claim;
© Programs to improve the risk management of financial crime with early milestones delivered;
M Improved tools and processes developed to support a stronger and more mature risk culture; and
° Solid progress on remediation with substantial payments to customers, notwithstanding an increase in provisions.

The overall result was adjusted downwards as the management of non-financial risk was below expectations. The AUSTRAC matters resulted in the
cancellation of 2020 STVR for the CEO and Group Executives.

Customer franchise (10%)

Performance measurement is based on employee engagement, business simplification, net promoter score (NPS) and progress on addressing the root
causes of customer pain points.

. Reduced products with a focus on simplification and automation. 60% of target
. The Business division maintained the Number 1 ranking on NPS.

. The Consumer division maintained its Number 3 ranking on NPS with improvements in mortgage processing required.

. Reduced average time to close complaints with 56% solved on the same day. Reduced the number of long-dated complaints by 93%.

° Significant support provided to customers impacted by bushfires, floods and COVID-19.

° Employee engagement reached the target level which was considered a strong performance having regard to environmental factors.

Digital transformation (10%)

Performance measurement is based on the delivery of digital and data initiatives.

. Delivered customer benefits and improved strategic capability, including the Customer Service Hub and the new mobile banking application. 70% of target
° Improved system stability with major outages down more than 50% and a lift in network speed.

° Rapid and effective response to COVID-19 including new working arrangements, and digitising processes (such as mortgage deferral requests).

° Digitally active customers in the Consumer division up by 91,000 and 25% of all sales in the Business division are through digital channels.

Operating model (10%)

Performance measurement is based on the delivery of the new operating model, culture roadmap and digital partnership initiatives.

° Refreshed the Executive Team structure, roles and accountabilities. ::g:t"f
© Commenced implementing a Lines of Business operating model.

N Developed a Culture Roadmap and refreshed the Group’s Purpose, Values and Behaviours.

° Commenced the pilot of a new culture survey tool (Organisational Health Index).

° Digital and fintech investments delivered significant value.
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3.6. Variable reward awarded for 2020 (unaudited)
The table below shows the variable reward awarded to the CEO and Group Executives for 2020, including:

+  STVR outcomes for 2020 (including the cash and deferred equity components); and

° equity granted under the 2020 LTVR plan1.

2020 STVR for the CEO and Group Executives was cancelled to demonstrate collective accountability for the financial crime outcomes in Westpac's businesses that led to the AUSTRAC
proceedings.

The final value of equity received will depend on the share price at the time of vesting and the number of restricted shares or share rights that vest subject to performance hurdles (where
applicable), continued service and remuneration adjustments. The value of equity differs from the disclosure in Section 7 which provides the annualised accounting value for unvested equity
awards prepared in accordance with accounting standards.

2020 LTVR
2020 STVR award award
Target Maximum STVR
STVR STVR STVR award Maximum
opportunity opportunity award (as % (as % of STVR STVR Face value'
Name (pro rata) (pro rata) of target) il gt (pro rata)

Managing Director & Chief Executive Officer
Peter King 2,081,333 3,122,000 0% 0% 0 3,122,000 2,657,167

Group Executives

Rebecca Lim?
Group General Counsel & Enterprise

Executive 468,750 703,125 0% 0% 0 703,125 1,318,750
Guil Lima?
Chief Executive, Business 966,667 1,450,000 0% 0% 0 1,450,000 1,727,083

Carolyn McCann

Group Executive, Customer & Corporate
Relations 602,917 904,375 0% 0% 0 904,375 1,126,276

David McLean
Chief Executive Officer, Westpac New

Zealand 1,025,736 1,538,604 0% 0% 0 1,538,604 1,855,376
Christine Parker
Group Executive, Human Resources 850,000 1,275,000 0% 0% 0 1,275,000 1,562,000

Michael Rowland?
Chief Financial Officer - - - N N - -
David Stephen

Chief Risk Officer 1,350,000 2,025,000 0% 0% 0 2,025,000 2,559,375
Gary Thursby3

Acting Chief Information Officer 1,004,167 1,506,250 0% 0% 0 1,506,250 1,809,896
Les Vance?

Group Executive, Financial Crime, Compliance

& Conduct 195,417 293,125 0% 0% 0 293,126 358,750

Jason Yetton?

Chief Executive, Specialist Businesses,
Strategy & Transformation 477,083 715,625 0% 0% 0 715,625 879,167

Acting Group Executives
Richard Burton?

Acting Chief Executive, Consumer 245,000 367,500 0% 0% 0 367,500 45,208
Alastair Welsh

Acting Group Executive, Enterprise Services 833,333 1,250,000 0% 0% 0 1,250,000 416,667
Curt Zuber?

Acting Chief Executive, Westpac Institutional

Bank 375,000 562,500 0% 0% 0 562,500 181,000

Former CEO and Group Executives
Brian Hartzer?

Managing Director & Chief Executive Officer 447,667 671,500 - - - 671,500 -
Craig Bright®*

Chief Information Officer 561,000 841,500 - - - 841,500 2,214,000
Lyn Cobley?

Chief Executive, Westpac Institutional Bank 841,500 1,262,250 0% 0% 0 1,262,250 2,029,500
David Lindberg®*

Chief Executive, Consumer 821,667 1,232,500 0% 0% 0 1,232,500 2,072,500
Average STVR award (%) 0% 0%

1. Calculated by multiplying the number of rights by the five day VWAP up to and including the grant date. The five day VWAP was $29.87 for awards made in December 2019 and $16.14 for awards made in July 2020. For Peter King,
this excludes the additional 2020 LTVR award of $200,000 following his appointment as CEO which is subject to shareholder approval at the 2020 Annual General Meeting.

2. The information relates to the period the individual was a KMP. Refer to Section 1 for further details.

3. Excludes Gary Thursby’s project bonus of $240,000 (50% cash and 50% deferred equity) approved by the Board on 5 March 2020 relating to the successful divestment of part of the BT Financial Group and the Wealth Reset.
This work was mostly completed in 2019 in Gary Thursby’s previous role as Chief Operating Officer.

4. Excludes adjustments to unvested 2020 LTVR, and other equity based awards, that were forfeited or lapsed on termination.
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4. Further detail on the executive variable reward structure
This section provides further details of the 2020 STVR and LTVR plans.

4.1. Short term variable reward

The table below sets out the key design features of the 2020 STVR plan.

Short term variable reward plan

Plan structure

50% of STVR is awarded in cash and 50% is deferred into equity in the form of restricted shares (or unhurdled share rights for the Group Executive based outside Australia).
One restricted share provides the holder with one ordinary share at no cost subject to trading restrictions until the time of vesting.
One unhurdled share right entitles the holder to one ordinary share at the time of vesting with no exercise cost.

Dividends are paid on restricted shares from the grant date.

Target and maximum opportunity

The target opportunity for the CEO and Group Executives is expressed as a percentage of fixed remuneration. The target opportunity is set by the Board following recommendation from
the Board Remuneration Committee which considers a range of factors including market competitiveness and the nature of the role.

Target STVR Maximum STVR
(100% of fixed remuneration for the CEO and between (150% of target STVR)
74% and 100% of fixed remuneration for Group Executives)
0% 100% 150%

Remuneration at-risk Reward for exceptional performance
Westpac’s STVR is designed to award the target opportunity on delivery of agreed plan targets for There is the possibility to award up to a maximum of 150% of
financial and non-financial measures that support Westpac's strategic priorities. It is possible for the the STVR target in circumstances where exceptional
outcome to fall below the target amount depending on performance relative to targets agreed at the outcomes are achieved that are also in line with the Group’s
beginning of the year. For 2020, STVR was cancelled for the CEO and Group Executives. risk appetite and where an individual has acted in a manner

that exemplifies the encouraged behaviours.

Performance measures

STVR awards are determined based on performance against a scorecard which is designed to align with shareholder interests by setting stretching measures and seeks to ensure that
our customers’ and employees’ needs are met and appropriate risk settings are maintained.

The scorecard is split into two sections:

. Focus areas: Performance is assessed against a balance of financial and non-financial measures that are imperative to supporting the effective execution of Westpac’s
strategy; and

. Modifier: The Board and Board Remuneration Committee recognise that performance measures may not always appropriately reflect overall performance of the Group. The
modifier supports adjustment of the outcome, upwards or downwards (including to zero), for behaviour, risk and reputation matters, people management matters, and any other
matters that the Board feels are not fully reflected in the focus areas.

Further information on the 2020 Group scorecard is provided in Section 3.5.

Deferred STVR awards recognise past performance and are subject to continued service and adjustment.

Deferral period

50% of STVR is deferred into equity for a period of up to two years, which aligns executive remuneration with shareholder interests and acts as a retention mechanism. The deferral
period also allows the Board to apply discretion to reduce deferred components where necessary.

Deferred STVR vests in equal portions one and two years after the grant date, subject to continued service and adjustment.

Delayed vesting

The Board has discretion (subject to law) to delay vesting of equity-based awards if the individual is under investigation for misconduct, the subject of, or implicated in legal or
regulatory proceedings, if the Board is considering an adjustment or if otherwise required by law.

Remuneration adjustments for prior period
matters

The Board has discretion to adjust current year STVR.

The Board may also adjust unvested deferred STVR downwards, including to zero, if circumstances or information come to light which mean that in the Board’s view all or part of the
award was not appropriate. The Board will typically apply the adjustment to unvested STVR where an adjustment to current year STVR is considered insufficient or unavailable.

Clawback applies, to the extent legally permissible and practicable, to deferred STVR awarded in respect of performance periods commencing on or after 1 October 2019 for up to
seven years from the date of grant. Clawback may occur in circumstances of serious or gross misconduct, fraud, bribery, severe reputational damage, and any other deliberate, reckless
or unlawful conduct that may have a serious adverse impact on Westpac, its customers or its people which has resulted in dismissal or the Board considers at its discretion would have
justified the dismissal of the relevant executive or where otherwise required by law. It is the Board’s current intention that clawback will only be considered for relevant conduct that
occurred on or after 1 October 2019.

Changes for 2021

There are no changes to the 2021 STVR plan.
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4.2, Long term variable reward

The table below sets out the key design features of the 2020 LTVR Plan awarded in December 2019 and changes for the 2021 LTVR plan.

Long term variable reward plan

Plan structure

LTVR is awarded in performance share rights which vest after four years subject to the achievement of performance hurdles, continued service and adjustment.
One performance share right entitles the holder to one ordinary share at the time of vesting with no exercise cost. Dividends are not accumulated on performance share rights.

Award opportunity

The value of LTVR awarded to the CEO and Group Executives is expressed as a percentage of fixed remuneration. The value of LTVR is set by the Board following recommendation
from the Board Remuneration Committee which considers a range of factors including market competitiveness and the nature of the role.

The face value of the LTVR opportunity for the CEO for 2020 is 133% of fixed remuneration, and the face value of LTVR opportunities for the Group Executives (excluding Acting Group
Executives) range between 137% and 183% of fixed remuneration.

Allocation methodology

The number of performance share rights each executive receives will be determined by dividing the dollar value of the LTVR award by the face value of performance share rights. The
face value is the five day VWAP up to the commencement of the performance period (which is 1 October 2020 for the 2020 LTVR grant).

Performance hurdles

LTVR is subject to a relative TSR performance hurdle that aims to achieve long-term growth in shareholders’ value and support alignment between executive reward and shareholder
interests.

Performance share rights only vest where Westpac’s TSR exceeds a composite index. Relative TSR is a measure of the total return delivered to shareholders over the performance
period assuming dividends are reinvested, relative to that of peers.

The performance hurdle measures Westpac’'s TSR performance over a four year period against a composite index. The composite index is comprised of a group of 10 peers with more
weight placed on the three other major Australian banks.

At the end of the performance period, TSR performance of each index company is multiplied by its index weighting, and the total of the 10 scores determines the composite TSR index.
50% will vest if Westpac’s TSR performance equals the composite TSR index. For 100% to vest, Westpac’s TSR outcome must exceed the index by 21.55% (i.e. 5% compound annual
growth over the four year performance period) as outlined below. Vesting occurs on a straight line basis between 50% and 100%.

Westpac’s TSR performance Indicative vesting per
Composite TSR index exceeded by 21.55 or more (i.e. 5% compound 100%

annual growth in TSR over the four year period)

Equal to composite TSR index 50%

Below composite TSR index 0%

The comparator group of companies in the 2020 composite TSR index and their relative weightings are: AMP (7.14%), ANZ Banking Group (16.67%), Bank of Queensland (7.14%),
Bendigo and Adelaide Bank (7.14%), Challenger (7.14%), Commonwealth Bank of Australia (16.67%), National Australia Bank (16.67%), Macquarie Group (7.14%), Perpetual (7.14%)
and Suncorp Group (7.14%).

Assessment of performance outcomes

The relative TSR result is calculated independently to ensure external objectivity before being provided to the Board to determine the vesting outcome.

The Board may exercise discretion in determining the final vesting outcome, for example where relative TSR performance hurdles have been met but the absolute TSR outcome is
negative.

Performance share rights subject to relative TSR performance will be tested against the performance hurdle on 30 September 2024.

No re-testing

There is no re-testing. Awards that have not vested after the measurement period lapse immediately.

Early vesting

Unvested awards may vest before a test date if the executive is no longer employed by the Group due to death or disability (subject to law). In these cases, vesting is generally not
subject to the performance hurdles being met.

Delayed vesting

The Board has discretion (subject to law) to delay vesting of equity-based awards if the individual is under investigation for misconduct, or the subject of or implicated in legal or
regulatory proceedings, if the Board is considering an adjustment or if otherwise required by law.
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Long term variable reward plan

Treatment of awards on cessation of
employment

The Board has the discretion to determine the treatment of unvested performance share rights where the CEO or a Group Executive resigns, retires or otherwise leaves the Group
before vesting occurs.

The Board may choose to accelerate the vesting of performance share rights or leave the awards on foot for the remainder of the performance period.

In exercising its discretion, the Board will consider relevant circumstances including those relating to the departure.

The Board also has the ability to adjust the number of performance share rights downwards (including to zero) in the event of misconduct resulting in significant financial and/or
reputational impact to the Group and in other circumstances considered appropriate.

Where an executive acts fraudulently or dishonestly, or is in material breach of their obligations under the relevant equity plan, unexercised performance share rights (whether vested or
unvested) will be forfeited unless the Board determines otherwise.

Remuneration adjustments for prior period
matters

The Board has discretion to adjust LTVR which is awarded on a prospective basis.

The Board may adjust unvested LTVR downwards, including to zero, if circumstances or information come to light which mean that in the Board’s view all or part of the award was not
appropriate. The Board will typically apply the adjustment to unvested LTVR where an adjustment to current and deferred STVR is considered insufficient or unavailable.

The Board may also determine to apply clawback to LTVR which has previously vested. Clawback applies, to the extent legally permissible and practicable, to deferred LTVR awarded
in respect of performance periods commencing on or after 1 October 2019 for up to seven years from the date of grant. Clawback may occur in circumstances of serious or gross
misconduct, fraud, bribery, severe reputational damage, and any other deliberate, reckless or unlawful conduct that may have a serious adverse impact on Westpac, its customers or its
people which has resulted in dismissal or the Board considers at its discretion would have justified the dismissal of the relevant executive or where otherwise required by law. It is the
Board’s current intention that clawback will only be considered for relevant conduct that occurred on or after 1 October 2019.

Changes for 2021

In line with market practice, a percentile ranking vesting schedule will replace the composite index to assess relative TSR performance as follows:

Westpac’s TSR performance Indicative vesting per

At the 75th percentile or higher 100%

Between the median and the 75th percentile Pro-rata vesting between 50% and 100%
At the median 50%

Below the median 0%

In addition, the number of companies in the comparator group will be reduced from 10 to 8 to provide a more focused and equally weighted comparator group including AMP, ANZ
Banking Group, Bank of Queensland, Bendigo and Adelaide Bank, Commonwealth Bank of Australia, National Australia Bank, Macquarie Group and Suncorp Group.

The table below details other LTVR awards currently on foot.

Vesting date

Performance hurdles Further detail

2018 LTVR award 30 September 2021 + Relative TSR performance against a weighted composite index of comparator companies (50%) Refer to the 2018

Annual Report
+ Average cash ROE performance (50%)

2019 LTVR award 30 September 2022 + Relative TSR performance against a weighted composite index of comparator companies (50%) Refer to the 2019

Annual Report
+ Average cash ROE performance (50%)
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5. Remuneration governance

5.1. Group Remuneration Policy and governance
The Group Remuneration Policy sets out the mandatory requirements to be reflected in the design and management of remuneration arrangements across Westpac.

The policy supports Westpac'’s vision by requiring the design and management of remuneration to align with stakeholder interests, support long-term financial soundness and encourage prudent risk
management. The policy is supported by an established governance structure, plans and frameworks.

The Board provides strategic guidance for the Group and has oversight of management’s implementation of Westpac's strategic initiatives. The Board has accountability for reviewing and approving
remuneration for select groups of employees.

Without limiting its role, the Board approves (following recommendation from the Board Remuneration Committee where applicable) corporate goals and objectives relevant to the remuneration of the
CEO, the size of the variable reward pool, adjustments to variable reward (including forfeiture and clawback) in accordance with the Group Remuneration Policy, remuneration (including variable reward
targets and performance outcomes) for the CEO, Group Executives, other executives who report directly to the CEO, any other accountable persons under the Banking Executive Accountability Regime,
other persons whose activities in the Board’s opinion affect the financial soundness of the Group, any other person specified by APRA and any other person the Board determines.

The Board has the discretion to defer, adjust or withdraw aggregate and individual variable reward.

Further detail is contained in the Board and Committee Charters which are available on Westpac'’s website.

Board Remuneration Committee

The Board Remuneration Committee assists the Board to discharge its responsibility by overseeing remuneration policies and practices of Westpac and its related bodies corporate in the context that
these policies and practices fairly and responsibly reward individuals having regard to performance, and reflect Westpac’s risk management framework, the law and the highest standard of governance.

The Board Remuneration Committee reviews and makes recommendations to the Board in relation to the Group Remuneration Policy, remuneration arrangements for the individuals and groups outlined
above, the remuneration structures for each category of persons covered by the Group Remuneration Policy, STVR and LTVR plans and outcomes and adjustments (including forfeiture and clawback) for
the Group Executives, any other accountable persons under the Banking Executive Accountability Regime and any other person the Board determines, as well as corporate goals and objectives relevant
to the remuneration of the CEO and approving any equity-based plans and overseeing general remuneration practices across Westpac.

In carrying out its duties, the Board Remuneration Committee accesses risk and financial control personnel and engages external advisers who are independent of management. Members of the Board
Remuneration Committee are independent Non-executive Directors.

Further detail is contained in the Board Remuneration Committee Charter which is available on Westpac's website.

Interaction with other Board Committees Management remuneration oversight committees

Members of the Board Remuneration Committee are members of either the Board Risk Committee Divisional and functional remuneration oversight committees consider areas of risk and consider
or the Board Legal, Regulatory & Compliance Committee. The cross membership of those potential implications for remuneration. These committees report to the Group Remuneration
Committees supports alignment between risk and reward. Oversight Committee which in turn considers consistency of remuneration across the Group and

provides information to the Board Remuneration Committee and Board for review and decision

The Board Remuneration Committee seeks feedback from and considers matters raised by the making as appropriate.

Board Risk Committee, the Board Legal, Regulatory & Compliance Committee and the Board

Audit Committee with respect to remuneration outcomes, adjustments to remuneration in light of During the financial year, remuneration governance arrangements were reviewed and minor
relevant matters and alignment of remuneration with the risk management framework. changes were made to enhance the Terms of Reference for the Group Remuneration Oversight
Committee.

Remuneration consultants

In 2020, the Board retained an independent adviser to provide specialist information on executive remuneration and other remuneration matters. The services were provided directly to the Board
Remuneration Committee independent of management. The Chairman of the Board Remuneration Committee oversees the engagement and associated costs. Work undertaken by the independent
adviser included the provision of information relating to the benchmarking of Non-executive Director, CEO and Group Executive remuneration as well as modelling and analysis of alternative remuneration
structures for the CEO and Group Executives.

In 2020, no remuneration recommendations, as prescribed under the Corporations Act 2001 (Cth) (Corporations Act), were made by Board advisers.
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5.2 Executive minimum shareholding requirements and current compliance
The CEO and Group Executives are required to build and maintain a significant Westpac shareholding within five years of their appointment to strengthen alignment with shareholder interests.

At 30 September 2020, the CEO and Group Executives comply with the requirement. The table below sets out the minimum shareholding requirement for the CEO and Group Executives.

Minimum shareholding requirement

107

Chief Executive Officer Five times annual fixed remuneration excluding superannuation, equivalent to $10.96 million
Group Executives Equivalent to $1.2 million

The multiple for the CEO’s shareholding requirement is higher than that of his peers and reflects Westpac's approach to calculating the minimum shareholding requirement. Since 20086, this has included:

. shares held outright in the individual’s name either solely or jointly with another person;

« shares held in an employee share plan (including deferred STVR); and

e 50% of any unvested performance share rights (including LTVR).

The assessment approach has included shares held in a family trust or a self-managed superannuation fund since 2012.

5.3. Hedging policy

Participants in Westpac’s equity plans are prohibited from entering, either directly or indirectly, into hedging arrangements for unvested awards in the STVR and LTVR plans. No financial products may
be used to mitigate the risk associated with these awards. Any attempt to hedge awards will result in forfeiture and the Board may consider other disciplinary action. These restrictions satisfy the
requirements of the Corporations Act which prohibits hedging of unvested awards.

5.4. Employment agreements

The remuneration and other terms of employment for the CEO and Group Executives are formalised in their employment agreements. Each agreement provides for the payment of fixed and variable
reward, employer superannuation contributions and other benefits such as death and disablement insurance cover.

The table below details the key terms including termination provisions of the employment agreements for the CEO and Group Executives.

Term Who Conditions
Duration of agreement CEO and Group Executives . Ongoing until notice given by either party
CEO and Group Executives . !
Notice (by the executive or the Group) to terminate employment P Twelve months
Termination payments on termination without cause? CEO and Group Executives . Deferred STVR and LTVR awards vest according to the applicable equity plan
rules
Termination for cause CEO and Group Executives . Immediately for misconduct

. Three months’ notice for poor performance

Post-employment restraints CEO and Group Executives . Twelve month non-solicitation restraint

1. Payment in lieu of notice may in certain circumstances be approved by the Board for some or all of the notice period.
2. The maximum liability for termination benefits for the CEO and Group Executives at 30 September 2020 was $14.9 million (2019: $16.0 million).
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6. Non-executive Director remuneration

6.1. Structure and policy

Westpac’'s Non-executive Director remuneration strategy is designed to attract and retain experienced, qualified Board members and provide appropriate remuneration for their time and
expertise.

Non-executive Director fees are not related to Westpac’s results. Fees are paid in cash and no discretionary payments are made for performance. Non-executive Directors are required to build
and maintain a minimum shareholding to align their interests with those of shareholders (refer to Section 6.4 for further details).

The table below sets out the components of Non-executive Director remuneration.

Non-executive Director remuneration

Base fees Relate to service on the Westpac Banking Corporation Board. The base fee for the Chairman covers all responsibilities, including for Board Committees.
Comnmittee fees Additional fees are paid to Non-executive Directors (other than the Board Chairman) for chairing or participating in Board Committees other than the Board Nominations &
Governance Committee.
ployer super ion contributi Reflects statutory superannuation contributions which are capped at the superannuation maximum contributions base as prescribed under the Superannuation Guarantee
legislation.
Subsidiary Board and Advisory Board fees Relates to service on Subsidiary Boards and Advisory Boards and are paid by the relevant subsidiary.

6.2. Non-executive Director remuneration in 2020

John McFarlane was appointed as a Non-executive Director on 17 February 2020 and Chairman on 1 April 2020. The Chairman base fee was increased to $890,000 from $810,000.

The Board established the Board Financial Crime Committee as a special purpose committee to oversee the implementation of Westpac’s enhanced financial crime program. The Chairman of the
Board Financial Crime Committee received a fee of $4,000 and each member received $2,000 on a per diem basis.

The Board Financial Crime Committee later became the Board Legal, Regulatory & Compliance Committee to enhance oversight of non-financial risk. The Chairman of the Board Legal,
Regulatory & Compliance Committee receives a fee of $67,500 and each member receives $30,000. The table below sets out the annual Board and standing Committee fees and the changes for
2020.

Non-executive Director base fees have not increased since 1 October 2014 and the Non-executive Director fee pool of $4.5 million per annum was approved by shareholders at the 2008 Annual
General Meeting. Non-executive Director base fees for 2019 were reduced by 20% as a one-off measure to recognise collective accountability for customer outcomes highlighted by the Royal
Commission, shareholder sentiment leading to the first strike against the 2018 Remuneration Report and significant non-financial risk matters. For 2020, $3.66 million (81%) of the fee pool was
used. The fee pool includes employer superannuation contributions.

Base and Committee fees Annual fee $ Changes for 2020
Chairman 890,000 Fee increase to $890,000 (from $810,000)
effective 1 April 2020
Other Non-executive Directors 225,000 No change
Committee Chairman fees
Board Audit Committee 70,400 No change
Board Risk Committee 90,000 No change
Board Remuneration Committee 63,800 No change
Board Technology Committee 35,200 No change
Board Legal, Regulatory & Compliance Committee 67,500 New Committee for 2020
Committee membership fees
Board Audit Committee 32,000 No change
Board Risk Committee 32,000 No change
Board Remuneration Committee 29,000 No change
Board Technology Committee 20,000 No change
Board Legal, Regulatory & Compliance Committee 30,000 New Committee for 2020

Subsidiary Board and Advisory Board fees
During the reporting period, additional fees of $42,610 were paid to Anita Fung (former Non-executive Director) as a member of the Westpac Asia Advisory Board.
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6.3. Changes to Board and Committee composition

On 27 November 2019, the Board Financial Crime Committee was established.
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On 1 June 2020, the roles and responsibilities of the Board Risk & Compliance Committee were revised and the Committee was renamed the Board Risk Committee. At the same time, the Board
Legal, Regulatory & Compliance Committee was established as a sub-committee of the Board Risk Committee. The Board Financial Crime Committee was also dissolved, with its responsibilities
assumed by the Board Legal, Regulatory & Compliance Committee.

On 1 July 2020, the roles and responsibilities of the Board Nominations Committee were revised and the Committee was renamed the Board Nominations & Governance Committee.

The table below outlines the changes that were made to the Board and Committee composition during the year ended 30 September 2020

Name of Non-
executive Director

Change in position

Effective date

John McFarlane

Appointed Non-executive Director

Appointed Member of the Board Risk & Compliance Committee

Appointed Chairman

Appointed Chairman of the Board Nominations Committee (now the Board Nominations & Governance Committee)

Ceased as Member of the Board Risk Committee (formerly the Board Risk & Compliance Committee)

17 February 2020
17 February 2020
1 April 2020
1 April 2020
1 June 2020

Lindsay Maxsted

Retired from the Board and its Committees

31 March 2020

Nerida Caesar

Appointed Member of the Board Financial Crime Committee

Ceased as Member of the Board Financial Crime Committee

Ceased as Member of the Board Risk Committee (formerly the Board Risk & Compliance Committee)
Appointed Member of the Board Legal, Regulatory & Compliance Committee

27 November 2019
1 June 2020
1 June 2020
1 June 2020

Ewen Crouch

Retired from the Board and its Committees

12 December 2019°

Anita Fung

Retired from the Board and its Committees

31 March 2020

Steven Harker

Appointed Member of the Board Audit Committee

Appointed Member of the Board Financial Crime Committee

Ceased as Member of the Board Financial Crime Committee

Ceased as Member of the Board Risk Committee (formerly the Board Risk & Compliance Committee)
Appointed Member of the Board Legal, Regulatory & Compliance Committee

1 October 2019

27 November 2019
1 June 2020

1 June 2020

1 June 2020

Chris Lynch

Appointed Non-executive Director
Appointed Member of the Board Audit Committee
Appointed Member of the Board Risk Committee

1 September 2020
1 September 2020
1 September 2020

Peter Marriott

Ceased as Chairman of the Board Audit Committee
Appointed Chairman of the Board Risk & Compliance Committee (now the Board Risk Committee)

Appointed Member of the Board Legal, Regulatory & Compliance Committee

12 December 2019°

12 December 2019°
1 June 2020

Peter Nash

Appointed Chairman of the Board Financial Crime Committee
Appointed Chairman of the Board Audit Committee

Appointed Member of the Board Nominations Committee (now the Board Nominations & Governance Committee)

Ceased as Chairman of the Board Financial Crime Committee

Appointed Chairman of the Board Legal, Regulatory & Compliance Committee

27 November 2019
12 December 2019°

12 December 2019°
1 June 2020
1 June 2020

Margaret Seale

Appointed Member of the Board Remuneration Committee

Appointed Member of the Board Financial Crime Committee

Ceased as Member of the Board Financial Crime Committee

Ceased as Member of the Board Risk Committee (formerly the Board Risk & Compliance Committee)
Appointed Member of the Board Legal, Regulatory & Compliance Committee

1 October 2019

27 November 2019
1 June 2020

1 June 2020

1 June 2020

6.4. Non-executive Director minimum shareholding requirement

Non-executive Directors are required to build and maintain a holding in Westpac ordinary shares to align their interests with those of shareholders. Each Non-executive Director is required to hold

an interest in shares in Westpac with a market value not less than the Board base fee, within five years of appointment to the Board.

At 30 September 2020, all Non-executive Directors comply with the requirement.

1. In addition, Peter King was appointed to the Board Technology Committee on 2 December 2019.
2. Following the 2019 Annual General Meeting.
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7. Statutory remuneration details

7.1. Details of Non-executive Director remuneration
The table below details Non-executive Director remuneration.

Post-employment

Short-term benefits benefits
Westpac Banking Subsidiary and Non-
Corporation Board Advisory Board monetary

fees' fees benefits® Superannuation Total
Name $ $ $
Current Non-executive Directors
John McFarlane, Chairman?
2020 480,054 - 8,335 14,698 503,087
2019 Not @ KMP in 2019-------mrmmmeemmmmeemoeee oo
Nerida Caesar
2020 294,454 - - 21,012 315,466
2019 232,000 - - 20,658 252,658
Alison Deans
2020 323,671 - - 10,578 334,249
2019 276,200 - - 20,658 296,858
Craig Dunn
2020 323,268 - - 21,079 344,347
2019 275,800 - - 20,658 296,458
Steven Harker
2020 306,349 - - 21,029 327,378
2019 123,667 - - 11,972 135,639
Chris Lynch2
2020 24,454 - - 2,323 26,777
2019 Not a KMP in 2019,
Peter Marriott
2020 376,057 - - 21,190 397,247
2019 302,400 - - 20,658 323,058
Peter Nash
2020 377,085 - - 21,187 398,272
2019 244,000 - - 20,658 264,658
Margaret Seale
2020 303,523 - - 21,025 324,548
2019 123,667 - - 11,972 135,639
Former Non-executive Directors
Lindsay Maxsted?
2020 408,115 - 7,468 11,148 426,731
2019 648,000 - - 20,658 668,658
Ewen Crouch?
2020 76,646 - - 4,564 81,210
2019 323,000 - - 20,658 343,658
Anita Fung?
2020 129,489 42,610 - 10,621 182,720
2019 212,000 83,146 6,300 20,658 322,104
Total fees
2020 3,423,165 42,610 15,803 180,454 3,662,032
2019 2,825,109 90,387 6,300 193,456 3,115,252

1. Includes fees paid to the Chairman and members of Board Committees, including the Board Financial Crime Committee which was a special purpose committee during 2020.
2. The information relates to the period the individual was a KMP. Refer to Section 1 for further details.
3. Non-monetary benefits are determined on the basis of the cost to the Group including associated fringe benefits tax (FBT) where applicable and includes annual health checks.
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7.2. Remuneration details — Chief Executive Officer and Group Executives
The table below sets out details of remuneration for the CEO and Group Executives calculated in accordance with the AAS.
Post- Other
employment long term
Short term benefits benefits benefits Share based payments
Cash Non- Other Long
Fixed STVR monetary short term Superannuation service Restricted Share
remuneration’ award? benefits® benefits* benefits® leave shares® rights”® Total®
$ $ $ $ $ $ $ $ $
Managing Director & Chief Executive Officer
Peter King, Managing Director & Chief Executive Officer
2020 2,286,027 - 20,822 - 41,310 463,100 427,604 323,888 3,562,751
2019 1,222,006 326,500 4,238 - 36,803 19,492 549,189 483,692 2,641,920
Group Executives
Rebecca Lim, Group General Counsel & Enterprise Executive'®"
2020 575,537 (75,000) 2,207 - 22,314 13,628 207,672 64,807 811,165
2019 950,128 262,500 4,981 - 31,718 14,390 422,793 260,108 1,946,618
Guil Lima, Chief Executive, Business
2020 990,070 - 384,076 533,180 3,748 14,548 575,580 51,884 2,553,086
2019 Not a KMP in 2019
Carolyn McCann, Group Executive, Customer & Corporate Relations
2020 884,663 - 3,497 - 23,424 29,421 369,668 143,645 1,454,318
2019 731,367 194,500 4,828 - 21,579 11,198 445,723 186,563 1,695,758
David McLean, Chief Executive Officer, Westpac New Zealand
2020 989,209 - 3,497 - 94,548 - - 712,683 1,799,937
2019 861,551 426,975 1,194 - 87,710 - - 907,580 2,285,010
Christine Parker, Group Executive, Human Resources
2020 950,258 - 3,497 - 28,181 17,869 394,231 228,766 1,622,802
2019 875,430 315,000 3,123 - 27,420 (33,023) 456,373 384,005 2,028,328
Michael Rowland, Chief Finangial Officer'®
2020 94,695 - 75,325 - 7,019 122 - - 177,161
2019 Not a KMP in 2019.
David Stephen, Chief Risk Officer'!
2020 1,828,781 (135,000) 125,922 - 38,991 27,273 1,461,973 303,459 3,651,399
2019 1,816,090 466,000 263,844 - 25,900 27,265 2,023,326 732,611 5,355,036
Gary Thursby, Acting Chief Information Officer'®
2020 1,206,783 - 3,497 120,000 29,394 76,758 460,647 254,721 2,151,800
2019 881,655 315,000 3,123 - 29,605 23,294 423,765 306,672 1,983,114
Les Vance, Group Executive, Financial Crime, Compliance & Conduct'®
2020 278,702 - 774 - 9,062 38,817 179,551 5,075 511,981
2019 Not a KMP in 2019.
Jason Yetton, Chief Executive, Specialist Businesses, Strategy & Transformation'®
2020 505,257 - "7 - 12,445 48 - 17,564 536,031
2019 Not a KMP in 2019:
Acting Group Executives
Richard Burton, Acting Chief Executive, Consumer'®
2020 255,558 - 1,661 - 9,162 21,802 141,680 - 429,863
2019 Not a KMP in 2019-
Alastair Welsh, Acting Group Executive, Enterprise Services
2020 832,473 - 2,894 - 28,036 20,756 703,974 73 1,588,206
2019 369,151 135,000 438 - 11,861 6,557 207,066 13,321 743,394
Curt Zuber, Acting Chief Executive, Westpac Institutional Bank'®
2020 299,950 - 440 - 68,876 15,170 231,520 - 615,956
2019 Not a KMP in 2019.
Former CEO and Group Executives
Brian Hartzer, Managing Director & Chief Executive Officer'® 416
2020 3,038,627 - 2,136 - 241,558 27,443 (261,657) (2,822,754) 225,353
2019 2,608,424 - 21,966 - 44,320 40,660 1,169,581 1,168,040 5,052,991
Craig Bright, Chief Information Officer'®'®
2020 1,154,119 - 192,350 116,636 31,601 (15,079) 61,643 (170,797) 1,370,473
2019 1,022,829 381,000 309,495 1,050,000 23,818 15,137 2,075,911 170,797 5,048,987
Lyn Cobley, Chief Executive, Westpac Institutional Bank'%":12.1415
2020 1,127,348 (338,500) 3,773 824,437 50,206 17,005 (117,041) 985,685 2,552,913
2019 1,108,830 338,500 4,948 - 30,611 16,995 516,242 508,437 2,524,563

David Lindberg, Chief Executive, Consumer'®1416

2020 1,024,228 = 23,769 235,414 47,569 (111,306) (110,803) (1,076,835) 32,036
2019 1,129,075 125,000 6,592 - 30,434 23,822 470,092 475,368 2,260,383




112

WESTPAC GROUP 2020 ANNUAL REPORT

Directors’ report

10.
11.
12.

Fixed remuneration is the total cost of salary, salary sacrificed benefits (including motor vehicles, parking and associated FBT) and an accrual for annual leave entitiements.

The cash STVR award is typically paid in December following the end of the financial year. Excludes interest payments made on the release of withheld 2019 STVR to Peter King ($627), David Stephen ($635), Rebecca Lim ($360)
and Gary Thursby ($605).

Non-monetary benefits are determined on the basis of the cost to the Group (including associated FBT, where applicable) and include annual health checks, provision of taxation advice, bank funded car parking, relocation costs,
living away from home expenses and allowances.

Includes payments on cessation of employment or other contracted amounts.

The CEO and Group Executives are provided with life insurance cover under the Westpac Group Plan at no cost. Superannuation benefits have been calculated consistent with AASB 119 Employee Benefits.

The value of restricted shares is amortised over the applicable vesting period and the amount shown is the amortisation relating to 2020 (and 2019 for comparison). The restricted shares held by Guil Lima and a portion of restricted
shares held by Craig Bright and David Stephen represent an allocation made to compensate them for remuneration foregone from their previous employer on resignation to join Westpac. The restricted shares replicate the vesting
periods of the equity foregone. Craig Bright received additional restricted shares for equity forgone with his previous employer in December 2019.

Equity-settled remuneration is based on the amortisation over the vesting period (normally one, two or four years) of the fair value at the grant date of hurdled and unhurdled share rights that were granted during the four years ended
30 September 2020. Details of prior year grants are disclosed in previous Annual Reports. The 2020 value for David McLean includes 63% attributed to deferred STVR awards.

The expensed value of the 2018 LTVR cash ROE hurdled performance share rights has been reduced to zero. The expensed value of the 2019 LTVR cash ROE hurdled performance share rights has been reduced by 50%. This
reflects the current assessment of the probability of vesting.

The percentage of total remuneration which is performance-related (i.e. cash STVR award plus share-based payments) was: Peter King 21%, Rebecca Lim 24%, Guil Lima 25%, Carolyn McCann 35%, David McLean 40%, Christine
Parker 38%, Michael Rowland n/a, David Stephen 45%, Gary Thursby 33%, Les Vance 36%, Jason Yetton 3%, Richard Burton 33%, Alastair Welsh 44%, Curt Zuber 38%, Brian Hartzer n/a, Craig Bright n/a, Lyn Cobley 25% and
David Lindberg n/a. The percentage of total remuneration delivered in the form of options (including share rights) was: Peter King 9%, Rebecca Lim 8%, Guil Lima 2%, Carolyn McCann 10%, David McLean 40%, Christine Parker
14%, Michael Rowland n/a, David Stephen 8%, Gary Thursby 12%, Les Vance 1%, Jason Yetton 3%, Richard Burton n/a, Alastair Welsh n/a, Curt Zuber n/a, Brian Hartzer n/a, Craig Bright n/a, Lyn Cobley 42% and David Lindberg
n/a.

The information relates to the period the individual was a KMP with the exception of footnote 14 below. Refer to Section 1 for further details.

Adjustments to 2019 cash STVR as a result of the AUSTRAC matters are shown as a reduction in remuneration in the current year.

The 2020 share based payment value for restricted shares excludes adjustments to 2019 deferred STVR before it was granted and includes adjustments to unvested STVR from prior years as a result of the AUSTRAC matters. The
2020 share based payment value for share rights includes adjustments to unvested LTVR as a result of other material risk and compliance matters.

. On 5 March 2020, the Board approved a project bonus for Gary Thursby following the successful divestment of part of the BT Financial Group and the Wealth Reset. This related to work mostly completed in 2019 in his previous role

as Chief Operating Officer. The cash portion of the project bonus is included under other short term benefits.

. Fixed remuneration for Brian Hartzer, Lyn Cobley and David Lindberg includes payments made or to be made during their notice period where, in line with contractual requirements, they continue to receive cash salary and

superannuation.

. The share based payment values for Lyn Cobley reflect the accruals for unvested equity up to the end of each performance period. While the full value is being accrued for all unvested equity, the awards may or may not vest subject

to the relevant performance hurdles.

. The share based payment values for Brian Hartzer, Craig Bright and David Lindberg include the reversal of the accrued expense of unvested equity that was forfeited on termination.
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7.3. Movement in equity-settled instruments during the year

The table shows the movements in the number and value of equity instruments for the CEO and Group Executives under the relevant plan during 2020.

Value
Value Value forfeited or
Number Number Number granted* exercised® lapsed®
Name Type of equity-based instrument granted’ vested? exercised® $ $
Managing Director and Chief Executive Officer
Peter King Performance share rights 88,957 - - 392,300 - 2,346,573
Shares under Restricted Share Plan 13,299 20,172 - 238,164 - -
Group Executives
Rebecca Lim® Performance share rights 44,149 - - 194,697 - 481,201
Shares under Restricted Share Plan - 13,725 - - - -
Guil Lima Performance share rights 57,819 - - 254,982 - -
Shares under Restricted Share Plan 46,085 - - 1,155,010 - -
Carolyn McCann Performance share rights 39,815 - - 169,965 - 458,308
Shares under Restricted Share Plan 7,922 11,972 - 141,871 - -
David McLean Performance share rights 62,385 - - 275,118 - 1,838,167
Unhurdled share rights 18,838 18,053 - 426,036 - -
Christine Parker Performance share rights 52,293 - - 230,612 - 1,718,655
Shares under Restricted Share Plan 12,830 16,822 - 229,765 - -
Michael Rowland® Performance share rights - - - - - -
Shares under Restricted Share Plan - - - - - -
David Stephen Performance share rights 85,683 - - 377,862 - -
Shares under Restricted Share Plan 18,981 67,965 - 339,920 - -
Gary Thursby Performance share rights 60,592 - - 267,211 - 687,462
Shares under Restricted Share Plan 20,219 15,663 - 350,594 - -
Les Vance® Performance share rights 22,227 - - 70,811 - -
Shares under Restricted Share Plan - - - - - -
Jason Yetton® Performance share rights 54,213 - - 172,712 - -
Shares under Restricted Share Plan - - - - - -
Acting Group Executives
Richard Burton® Performance share rights - - - - - -
Shares under Restricted Share Plan 1,841 - - 32,969 - -
Alastair Welsh Performance share rights - - - - - 423,926
Shares under Restricted Share Plan 35,944 8,543 - 847,130 - -
Curt Zuber® Performance share rights - - - - - -
Shares under Restricted Share Plan 7,372 - - 128,092 - -
Former CEO and Group Executives
Brian Hartzer® CEO Performance share rights - - - - - 21,518,209
Shares under the CEO Restricted Share Plan - 44,626 - - - 517,201
Craig Bright® Performance share rights 74121 - - 326,874 - 2,531,169
Shares under Restricted Share Plan 20,244 40,528 - 394,109 - 1,201,087
Lyn Cobley6 Performance share rights 67,944 - - 299,633 - 2,859,503
Shares under Restricted Share Plan - 19,533 - - - 174,043
David Lindberg® Performance share rights 69,383 - - 305,979 - 1,943,241
Shares under Restricted Share Plan - 17,323 - - - -

1. No performance options were granted in 2020. Any deferred STVR awards in the form of restricted shares (or unhurdled share rights for David McLean based in New Zealand) are awarded in December each year. David McLean'’s
unhurdled share rights were granted on 27 July 2020 at a fair value of $23.35 (unhurdled share rights which vested on 1 October 2020) and $21.92 (unhurdled share rights vesting on 1 October 2021).

2. No hurdled share rights granted in 2015 vested in October 2019 when assessed against the relative TSR and cash EPS performance hurdles.

3. Vested share rights granted after July 2015 may be exercised up to a maximum of 15 years from their commencement date. For each vested share right exercised during the year, the relevant executive received one fully paid
Westpac ordinary share. The exercise price for share rights is zero.

4. The impact of the cancellation of 2020 STVR for the CEO and Group Executives is not reflected as any awards would have been granted in December 2020. For performance share rights, the value granted represents the number of
securities granted multiplied by the fair value per instrument as set out in the table in the sub-section titled ‘Fair value of LTVR awards made during the year’ below. For restricted shares, the value granted represents the number of
ordinary shares granted multiplied by the five day VWAP of a Westpac ordinary share on the date the shares were granted. These values, which represent the full value of the equity-based awards made to the CEO and Group
Executives in 2020, do not reconcile with the amount shown in the table in Section 7.2 which shows the amount amortised in the current year of equity awards over their vesting period. The minimum total value of the grants for future
financial years is zero and an estimate of the maximum possible total value in future financial years is the fair value, as shown above.

5. The value of each share right exercised, forfeited or lapsed is calculated based on the five day VWAP of a Westpac ordinary share on the date of exercise (or forfeiture or lapse), less the relevant exercise price (if any). Where the
exercise price is greater than the five day VWAP of a Westpac ordinary share, the value has been calculated as zero. The overall values reflect forfeitures or lapses as a result of a failure to meet performance conditions, resignation
or adjustments for material risk and compliance matters (such as AUSTRAC).

6. The information relates to the period the individual was a KMP. Refer to Section 1 for further details.
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Fair value of LTVR awards made during the year

In accordance with AASB 2 Share-based Payment, the table below provides a summary of the fair value of LTVR awards granted to the CEO and Group Executives in December 20191. LTVR
awards will only vest if performance hurdles are achieved and service conditions are met in future years.

Performance Commencement Fair value
Plan name Granted to hurdle Grant date date Test date Expiry per instrument?
Westpac LTVR Plan CEO and Group Relative TSR 19 December 2019 1 October 2019 1 October 2023 1 October 2034 $4.41
7.4. Details of Westpac equity holdings of Non-executive Directors

The table below sets out details of relevant interests in Westpac ordinary shares held by Non-executive Directors (including their related parties) during the year ended 30 September 2020°.

Number held at
start of the year

Changes
during the year

Number held at
end of the year

Current Non-executive Directors

John McFarlane* n/a 10,000 10,000
Nerida Caesar 13,583 - 13,583
Alison Deans 14,392 1,240 15,632
Craig Dunn 8,869 6,140 15,009
Steven Harker 11,930 1,240 13,170
Chris Lynch*® n/a - 13,090
Peter Marriott® 39,071 1,240 40,311
Peter Nash 8,020 7,240 15,260
Margaret Seale’ 37,439 1,241 38,680
Former Non-executive Directors

Lindsay Maxsted* 23,680 1,990 n/a
Ewen Crouch*® 82,264 1,447 n/a
Anita Fung* - - n/a

1. In addition, LTVR awards were also granted to Carolyn McCann, Jason Yetton and Les Vance on 27 July 2020 with a fair value per instrument of $3.19. For these awards, the commencement date is 2 April 2020, the test date is 1
April 2024 and the expiry date is 2 April 2035.

2. The fair values of performance share rights granted during the year have been independently calculated at their respective grant dates based on the requirements of AASB 2 Share-based Payment. The fair value of performance
share rights with hurdles based on TSR performance relative to a group of comparator companies takes into account the average TSR outcome determined using a Monte Carlo simulation pricing model.

Other than as disclosed below, no share interests include non-beneficially held shares.

The information relates to the period the individual was a KMP. Refer to Section 1 for further details.

In addition to holding ordinary shares, Chris Lynch and his related parties held interests in 1,137 Westpac Capital Notes 5 at year end.

In addition to holding ordinary shares, Peter Marriott and his related parties held interests in 563 Westpac Capital Notes 2 at year end.

In addition to holding ordinary shares, Margaret Seale and her related parties held interests in 3,220 Westpac Capital Notes 2 at year end.

® N o o s~ w

Ewen Crouch held 42,000 ordinary shares following the grant of probate in a deceased estate for which he is one of the executors. In addition, Ewen Crouch and his related parties held interests in 250 Westpac Capital Notes 2.
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7.5. Details of Westpac equity holdings of Executive Key Management Personnel
The table below details Westpac equity held (and movement in that equity) by the CEO and Group Executives (including their related parties) for the year ended 30 September 2020".

Received
on exercise Number Number
Number Number and/or forfeited Other vested and
held at granted during exercised or lapsed changes Number held exercisable
Type of equity-based start of the year as during the during the during the at end of the at end of the
Name instrument the year remuneration year year? year year year
Managing Director and Chief Executive Officer
Peter King Ordinary shares 118,587 13,299 - - - 131,886 -
Performance share rights 340,558 88,957 - (82,720) - 346,795 -
Group Executives
Rebecca Lim® Ordinary shares 45,216 - - - - n/a n/a
Performance share rights 193,217 44,149 - (16,963) - n/a n/a
Guil Limas Ordinary shares n/a 46,085 - - - 46,085 -
Performance share rights n/a 57,819 - - - 57,819 -
Carolyn McCann Ordinary shares 59,253 7,922 - - - 67,175 -
Performance share rights 78,548 39,815 - (16,156) - 102,207 -
David McLean Ordinary shares 9,613 - - - - 9,613 -
Performance share rights 286,886 62,385 - (64,798) - 284,473 2,148
Unhurdled share rights 79,277 18,838 - - - 98,115 67,884
Christine Parker Ordinary shares 29,627 12,830 - - (10,000) 32,457 -
Performance share rights 260,523 52,293 - (60,585) - 252,231 -
Michael Rowland®* Ordinary shares nla _ _ _ ~ R _
Performance share rights n/a - - - - - -
David Stephen Ordinary shares 135,929 18,981 - - - 154,910 -
Performance share rights 278,698 85,683 - - - 364,381 -
Gary Thursby Ordinary shares 108,354 20,219 - - - 128,573 -
Performance share rights 213,978 60,592 - (24,234) - 250,336 -
Les Vance® Ordinary shares n/a - - - - 78,767 -
Performance share rights n/a 22,227 - - - 22,227 -
Jason Yetton® Ordinary shares n/a - - - - - -
Performance share rights n/a 54,213 - - - 54,213 -
Acting Group Executives
Richard Burton® Ordinary shares n/a 1,841 - - - 71,749 -
Performance share rights n/a - - - - - -
Alastair Welsh Ordinary shares 37,256 35,944 - - - 73,200 -
Performance share rights 14,944 - - (14,944) - - -
Curt Zuber® Ordinary shares n/a 7,372 - - - 202,934 -
Performance share rights n/a - - - - - -
Former CEO and Group Executives
Brian Hartzer® Ordinary shares 151,478 - - (20,933) - n/a n/a
CEO Performance share rights 840,679 - - (840,679) - n/a n/a
Craig BrighP Ordinary shares 132,151 20,244 - (72,040) (80,355) n/a n/a
Performance share rights 77,696 74,121 - (151,817) - n/a n/a
Lyn Cobley®® Ordinary shares 110,717 - - (9,362) - n/a n/a
Performance share rights 356,810 67,944 - (105,123) - n/a n/a
David Lindberg® Ordinary shares 82,671 - - - - n/a n/a
Performance share rights 319,482 69,383 - (68,502) - n/a n/a

1. The highest number of shares held by an individual in the table is 0.0056% of total Westpac ordinary shares outstanding as at 30 September 2020.

2. Forfeitures or lapses during the year are as a result of a failure to meet performance conditions and resignation, with the exception of a former Group Executive who also has adjustments for material risk and compliance matters
(such as AUSTRAC).

The information relates to the period the individual was a KMP. Refer to Section 1 for further details.
4. Michael Rowland held interests in 500 Westpac Capital Notes 3 and 500 Westpac Capital Notes 5.
In addition to holding ordinary shares, Lyn Cobley and her related parties held interests in 4,000 Westpac Capital Notes 5 and 3,500 Westpac Capital Notes 6.
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7.6. Loans to Non-executive Directors and Executive Key Management Personnel disclosures

Financial instrument transactions that occurred during the financial year between Non-executive Directors, the CEO or Group Executives and the Group are in the ordinary course of business on
terms and conditions (including interest and collateral) as they apply to other employees and certain customers. These transactions are provided at arms-length and at normal commercial rates

and consist principally of normal personal banking and financial investment services.

The table below details loans to Non-executive Directors, the CEO and Group Executives (including their related parties) of the Group.

Balance at start of Interest paid and Interest not charged Balance at end of
the year payable for the year during the year the year Number in Group at
$ $ $ end of the year
Non-executive Directors 19,785,162 165,382 - 1,171,921 1
CEO and Group Executives 11,919,499 383,875 - 14,607,236 7
Total 31,704,661 549,257 - 15,779,157 8
The table below details KMP (including their related parties) with loans above $100,000 during 2020.
Balance at start of Interest paid and Interest not charged Balance at end of Highest indebtedness
the year payable for the year during the year the year during the year
$ $ $ $ $
Non-executive Directors
Steven Harker' 15,000,000 67,053 - - 15,000,000
Peter Nash 1,189,402 37,596 - 1,171,921 1,291,099
Former Non-executive Directors
Lindsay Maxsted?® 2,666,979 57,313 - n/a 3,103,318
Ewen Crouch? 928,781 3,420 - n/a 928,781
CEO and Group Executives
Rebecca Lim? 600,000 5,495 - 600,000 600,000
Carolyn McCann 307,697 9,030 - 261,373 347,697
David McLean 625,816 25,634 - 681,206 690,169
Christine Parker 4,988,520 145,275 - 4,981,435 5,026,841
Gary Thursby 1,864,791 69,695 - - 1,947,763
Les Vance? n/a 21,415 - 2,531,885 2,653,970
Alastair Welsh 726,205 24,104 - 651,337 1,520,788
Curt Zuber? n/a 13,192 - 4,900,000 4,900,000
Former CEO and Group Executives
Brian Hartzer? 806,470 5,626 - n/a 819,538
Lyn Cobley? 2,000,000 64,409 - n/a 2,007,287

1 Steven Harker’s loan was in place prior to his commencement as a Non-executive Director at Westpac. Steven disclosed the loan as part of the onboarding process. The loan was provided at arms-length in the

ordinary course of business and at normal commercial rates.
2. The information relates to the period the individual was a KMP. Refer to Section 1 for further details.
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11. Auditor
a) Non-audit services

We may decide to engage PwC on assignments additional to their statutory audit duties where their expertise or experience with Westpac or a controlled entity is important.
Details of the non-audit service amounts paid or payable to PwC for non-audit services provided during the 2019 and 2020 financial years are set out in Note 35 to the respective financial
statements.

PwC also provides audit and non-audit services to non-consolidated entities, non-consolidated trusts of which a Westpac Group entity is trustee, manager or responsible entity and non-
consolidated superannuation funds or pension funds. The fees in respect of these services were approximately $6.1 million in total (2019: $7.5 million). PwC may also provide audit and non-audit
services to other entities in which Westpac holds a minority interest and which are not consolidated. Westpac is not aware of the amount of any fees paid to PwC by those entities.

Westpac has a policy on engaging PwC, details of which are set out in Westpac’s Corporate Governance Statement and in the subsection entitled ‘Engagement of the external auditor’, which
forms part of this Directors’ report.

The Board has considered the position and, in accordance with the advice received from the Board Audit Committee, is satisfied that the provision of the non-audit services during 2020 by PwC is
compatible with the general standard of independence for auditors imposed by the Corporations Act. The Directors are satisfied, in accordance with advice received from the Board Audit
Committee, that the provision of non-audit services by PwC, as set out above, did not compromise the auditor independence requirements of the Corporations Act for the following reasons:

+ all non-audit services provided by PwC for the year have been reviewed by the Board Audit Committee, which is of the view that they do not impact the impartiality and
objectivity of PwC; and

+ based on Board quarterly independence declarations made by PwC to the Board Audit Committee during the year, none of the services undermine the general principles
relating to auditor independence including reviewing or auditing PwC’s own work, acting in a management or a decision-making capacity for the company, acting as
advocate for the company or jointly sharing economic risk and rewards.

Signed in accordance with a resolution of the Board.

John McFarlane Peter King

Chairman Managing Director & Chief Executive Officer
1 November 2020 1 November 2020
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Westpac is one of the four major banking organisations in Australia and one of the largest
banking organisations in New Zealand. We provide a broad range of banking and financial
services in these markets, including consumer’, business and institutional banking and wealth
management services.

We have branches, affiliates and controlled entities? throughout Australia, New Zealand, Asia
and in the Pacific region, and maintain branches and offices in some of the key financial
centres around the world.

We were founded in 1817 and were the first bank established in Australia. In 1850, we were
incorporated as the Bank of New South Wales by an Act of the New South Wales Parliament.
In 1982, we changed our name to Westpac Banking Corporation following our merger with the
Commercial Bank of Australia. On 23 August 2002, we were registered as a public company
limited by shares under the Australian Corporations Act 2001 (Cth) (Corporations Act).

Organisational structure

Our business is focused in Australia and New Zealand, operating under multiple brands. The
Group operates through an extensive branch and ATM network, significant online capability,
and call centres supported by specialist relationship and product managers. Our operations
comprise the following key divisions:

Consumer is responsible for sales and service of banking products, including mortgages,
credit cards, personal loans, and savings and deposit products to consumer customers in
Australia. Banking products are provided under the Westpac, St.George, BankSA, Bank of
Melbourne, and RAMS brands. Consumer works with Business, WIB, and Specialist
Businesses in the sales, service, and referral of certain financial services and products
including general and life insurance, superannuation, platforms, auto lending and foreign
exchange.

Business provides business banking products and services for Australian SME and
Commercial customers (including Agribusiness) generally up to $200 million in exposure. The
division also serves Private Wealth. SME includes relationship managed and non-relationship
managed SME customers. The division offers a wide range of banking products and services
to support their borrowing, payments and transaction needs. In addition, specialist services are
provided for cash flow finance, trade finance, equipment finance and property finance.
Business operates under the Westpac, St.George, BankSA, and Bank of Melbourne brands.
Business works with Consumer, WIB, and Specialist Businesses in the sale, referral and
service of select financial services and risk management products (including corporate
superannuation, foreign exchange and interest rate hedging).

1. Aconsumer is defined as a person who uses our products and services. It does not include business entities.
2. Refer to Note 31 to the financial statements for a list of our material controlled entities as at 30 September
2020.

Westpac Institutional Bank (WIB) delivers a broad range of financial products and services to
corporate, institutional and government customers operating in, or with connections to,
Australia and New Zealand. WIB operates through dedicated industry relationship and
specialist product teams, with expert knowledge in financing, transactional banking, and
financial and debt capital markets. Customers are supported throughout Australia and via
branches and subsidiaries located in New Zealand, the US, UK and Asia. WIB works with all
the Group’s divisions in the provision of markets’ related financial needs including foreign
exchange and fixed interest solutions.

Westpac New Zealand provides banking, wealth and insurance products and services for
consumer, business and institutional customers in New Zealand. Westpac conducts its New
Zealand banking business through two banks: Westpac New Zealand Limited, which is
incorporated in New Zealand, and Westpac Banking Corporation (New Zealand Branch), which
is incorporated in Australia. Westpac New Zealand operates through a network of branches
and ATMs in both the North and South Islands. Business and institutional customers are also
served through relationship and specialist product teams. Banking products and services are
provided under the Westpac brand while insurance and wealth products are provided under
Westpac Life and BT brands, respectively. New Zealand maintains its own infrastructure,
including technology, operations and treasury in accordance with regulatory requirements.

Specialist Businesses provides automobile finance, Australian life, general and lenders
mortgage insurance, investment product and services (including margin lending and equities
broking), superannuation and retirement products as well as wealth administration platforms. It
also manages Westpac Pacific which provides a full range of banking services in Fiji and
Papua New Guinea. The division operates under the Westpac, St.George, BankSA, Bank of
Melbourne, and BT brands. Specialist Businesses works with Consumer, Business and WIB in
the provision of select financial services and products.

Group Businesses include:

« Treasury, which is responsible for the management of the Group’s balance sheet including
wholesale funding, capital and the management of liquidity. Treasury also manages the
interest rate risk and foreign exchange risks inherent in the balance sheet, including
managing the mismatch between Group assets and liabilities. Treasury’s earnings are
primarily sourced from managing the Group’s balance sheet and interest rate risk,
(excluding Westpac New Zealand) within set risk limits;

+  Group Technology, which is responsible for technology strategy and architecture,
infrastructure and operations, applications development and business integration in
Australia; and

« Core Support, which comprises Group support functions, including Australian banking
operations, property services, strategy, finance, risk, compliance, legal, human resources,
and customer and corporate relations.
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Group Businesses also includes earnings on capital not allocated to divisions, certain intra-
group transactions that facilitate the presentation of the performance of the Group’s divisions,
gains/losses from most asset sales, earnings and costs associated with the Group’s Fintech
investments, costs associated with customer remediation for the Advice business3, and certain
other head office items such as centrally raised provisions.

Significant developments

COVID-19 impacts on Westpac

COVID-19 has had, and continues to have, a significant and adverse impact on the Australian
economy, the banking sector, our customers, counterparties and third party suppliers, as well
as our operations.

In response to the COVID-19 pandemic, the Australian government has taken a number of
actions to help reduce and mitigate the economic impact of the pandemic, including in relation
to JobKeeper and JobSeeker payments. The Australian, State and Territory governments have
also implemented a range of material restrictions on businesses, venues, travel, movement
and gatherings of people. There have also been similar restrictions put in place in other
jurisdictions in which the Group operates. Many of these new measures have adversely
impacted Westpac.

Westpac’s business activities and operations have been, and will likely in the future be,
disrupted by the COVID-19 pandemic. For example, the COVID-19 pandemic has resulted in
Westpac closing workplaces and suspending the provision of services through certain
channels. The COVID-19 pandemic has also disrupted, and will continue to disrupt, numerous
industries and global supply chains.

Banks continue to play an important role in supporting customers, continuing to lend to keep
credit flowing and supporting the circulation of funds in the economy. Westpac has provided
support to certain customers impacted by the COVID-19 pandemic by implementing a range of
initiatives, such as lowering interest rates on certain products, waiving certain fees, providing
special loans to support customers to manage their cash flow and granting deferrals of
mortgage and business loan repayments. These initiatives, and any support that governments
or regulators may in the future require banks to provide to customers impacted by the COVID-
19 pandemic, may have a negative impact on the Group’s financial performance and may see
the Group assume greater risk than it would have under ordinary circumstances.

Both APRA and ASIC have supported the provision of credit to customers in these
circumstances and remain closely engaged to understand the impact of these measures on our
customers, capital, credit risk profile and liquidity. On 1 September 2020, Westpac submitted a
comprehensive plan to APRA and ASIC detailing the existing and planned processes in place
to ensure appropriate ongoing borrower review, customer engagement, capabilities, resourcing
and oversight across the borrower assessment process for COVID-19 impacted customers.
Westpac is expected to identify, address and report to ASIC and APRA any material issues
that arise in the implementation of these plans.

The COVID-19 pandemic has also led to increased regulatory focus in certain areas, including
operational resilience, technology, cyber security, capital management and stress testing.
Westpac continues to manage these risks.
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In March 2020, the RBA established a Term Funding Facility (TFF) to lower funding costs for
the entire banking system so that the cost of credit to households and businesses is low, and to
provide an incentive for lenders to support credit to businesses. The TFF provides Westpac
access to at least $29.8 billion of funds through three year repurchase transactions at a fixed
interest rate of 25 basis points. For further information on the TFF see Note 21 to the financial
statements.

Further information on the actual and potential impacts of COVID-19 and the Group’s response
are set out in the "Strategic Report’ and ‘Risk Factors’ sections.

Westpac significant developments

Leadership changes, reset of strategy and launch of Lines of Business operating model

Since November 2019, there have been significant changes to the Westpac Board and Group
Executives. Further information is set out in Section 10 of the Directors’ Report.

In addition, Westpac has adopted a new purpose, helping Australians and New Zealanders
succeed, and reset its strategy which is focused on concentrating on banking in our core
markets of Australia and New Zealand to support consumer, business, commercial and
institutional customers. Further information is set out in the Strategic Report section.

Westpac has also launched its Lines of Business operating model to clarify responsibility and
accountability for end-to-end performance. Further information is set out in the Strategic Report
section.

AUSTRAC civil proceedings

On 20 November 2019, AUSTRAC commenced civil proceedings in the Federal Court of
Australia against Westpac in relation to alleged contraventions of the Anti-Money Laundering
and Counter-Terrorism Financing Act 2006 (Cth) (AML/CTF Act). These proceedings related to
non-reporting of a large number of International Funds Transfer Instructions (IFTIs) and a
failure to include in a number of IFTIs required information about the payer, failings in relation
to record keeping and the passing on of certain data required in IFTls, failure to comply with
correspondent banking obligations, AML/CTF Program failures and contraventions of ongoing
customer due diligence obligations. AUSTRAC alleged over 23 million contraventions of the
AML/CTF Act.

On 24 September 2020, Westpac announced that it had reached an agreement with
AUSTRAC to resolve the proceedings, subject to Court approval. Under the agreement, the
parties agreed to file with the Court a Statement of Agreed Facts and Admissions (SAFA), and
to recommend to the Court that Westpac pay a civil penalty of $1.3 billion in relation to in
excess of 23 million admitted contraventions of the AML/CTF Act. Westpac also agreed to pay
AUSTRAC's legal costs of $3.75 million. In light of the above developments, Westpac has
increased the provision in respect of the penalty from $900 million to $1.3 billion. The
settlement was approved by the Court on 21 October 2020. Further information on the
provision is set out in Note 27 to the financial statements.
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As part of the SAFA, Westpac admitted to additional contraventions of the AML/CTF Act to
those in its Defence of May 2020, and to the new allegations in the Amended Statement of
Claim that AUSTRAC filed with the Court on 24 September 2020. Those additional admitted
contraventions relate to the reporting of 76,144 IFTIs that did not contain the required
information about the payer, two additional failures to comply with correspondent banking due
diligence obligations, a failure to conduct appropriate ongoing customer due diligence in
relation to a number of additional customers, and aspects of Part A of Westpac’s AML/CTF
Program not fully complying with the requirements under the AML/CTF Act and the AML/ CTF
Rules.

AUSTRAC response plan and external reviews

Since the commencement of the AUSTRAC proceedings, Westpac has made significant
progress in its AUSTRAC response plan. Further information on the AUSTRAC response
plan is set out in the Strategic Report section.

Westpac commissioned a number of external reviews in order to identify the causes of the
compliance failings related to the AUSTRAC proceedings, determine appropriate
consequences, and to identify key lessons learned. These reviews include a review by an
Advisory Panel into Westpac'’s Board governance of AML/CTF obligations, an assurance
review by Promontory of Westpac’s management accountability investigation, and a review,
also by Promontory, of Westpac's financial crime program.

On 4 June 2020 Westpac released a copy of the Advisory Panel Report and a summary of the
reviews’ findings and recommendations.

Financial Crime

Following the AUSTRAC proceedings, Westpac has been progressing actions to improve its
financial crime program. This includes a significant multi-year program of work to improve its
management of financial crime risks (including AML/CTF, sanctions, Anti-Bribery and
Corruption, Foreign Account Tax Compliance Act (FATCA) and Common Reporting Standards
(CRS)). Through this work, Westpac has identified further weaknesses and areas for
improvement, which it is addressing. Specific focus areas include uplifting its AML/CTF
policies, reviewing the completeness of data feeding into its AML/CTF systems and considering
the adequacy and appropriateness of its AML/ CTF processes and controls. The work also
involves addressing matters identified in AUSTRAC'’s Statement of Claim and outlined in the
SAFA.

Westpac is also undertaking remediation work in multiple areas, including applicable
customer identification procedures, ongoing and enhanced customer due diligence,
customer and payment screening, risk assessments, transaction monitoring and

regulatory reporting including in relation to IFTIs, Threshold Transaction Reports

(TTRs) and Suspicious Matter Reports (including “tipping off” controls).

With increased focus on financial crime, further issues requiring attention have been
identified and may continue to be identified. As part of these efforts, Westpac identified
deficiencies in certain systems and controls relevant to its obligation to file TTRs. This has
resulted in instances where the Group has failed to report TTRs, as well as instances where
the Group

filed TTRs with incomplete or inaccurate information. The Group self-reported these TTR
deficiencies to AUSTRAC, providing a series of updates since 2019, and is keeping AUSTRAC
apprised of the status of its remediation.

As part of the remediation work the Group is also working to remediate gaps and enhance
controls to support compliance with its FATCA and CRS obligations.

Details about the consequences of failing to comply with financial crime obligations are set out
in the Risk Factors section.

Australian Prudential Regulation Authority (APRA) and Australian Securities and
Investments Commission (ASIC) investigations

On 17 December 2019, APRA commenced an investigation examining potential contraventions
by Westpac, its directors and/or senior managers of the Banking Act 1959 (Cth) (including the
Banking Executive Accountability Regime) (Banking Act) and/ or APRA’s Prudential Standards
by engaging in, and the way it responded to, the conduct which is the subject of the AUSTRAC
proceedings.

On 17 June 2020, APRA delegated certain of its enforcement powers under the Banking Act to
ASIC. Following that delegation, ASIC will examine potential contraventions under the Banking
Act by Westpac, its directors and/or senior managers. APRA has retained its power to
administratively disqualify certain individuals under the Banking Act.

ASIC has commenced an extensive investigation into matters related to the AUSTRAC
allegations in the AUSTRAC proceedings. Westpac remains committed to cooperating and
working constructively with ASIC during its investigation which is ongoing. Westpac has not
received an indication from ASIC about the nature of any enforcement action it may take.
Details about the consequences of failing to comply with legal obligations are set out in the
Risk Factors section.

Australian and US class actions

Westpac is defending a class action proceeding which was commenced in December 2019 in
the Federal Court of Australia by law firm Phi Finney McDonald, on behalf of certain investors
in Westpac securities between 16 December 2013 and 19 November 2019. The proceeding
involves allegations relating to market disclosure issues connected to Westpac’s monitoring of
financial crime over the relevant period and matters which are the subject of the AUSTRAC
proceedings. The claims do not identify the amount of any damages sought. However, given
the time period in question and the nature of the claims it is likely that the damages which will
be alleged will be significant. No provision has been taken in relation to the potential exposure.
A second class action in relation to similar issues was commenced by law firm Johnson Winter
& Slattery in March 2020. The Phi Finney McDonald claim was subsequently amended to
include the group members from the Johnson Winter & Slattery proceeding. The Johnson
Winter & Slattery proceeding was discontinued in May 2020 by agreement between Westpac,
the applicant in that proceeding and the applicant in the Phi Finney McDonald proceeding.




Information on Westpac

In January 2020, a US class action was commenced by the Rosen Law Firm, naming Westpac,
our current CEO and our former CEO as defendants. It was brought on behalf of certain
investors in Westpac securities between 11 November 2015 and 19 November 2019. That
claim related to market disclosure issues connected to Westpac’s monitoring of financial crime
over the relevant period and matters which are the subject of the AUSTRAC proceedings. The
parties have agreed to settle this proceeding on a wholly without admissions basis and on the
basis that in return for full releases from the class members in the proceeding, Westpac will
pay an amount of US$3.1million. The settlement remains subject to approval by the District
Court of Oregon and a process to give class members an option to opt out. In light of the above
developments, Westpac has taken a provision in respect of the settlement.

APRA review into risk governance

On 17 December 2019, following the commencement of the AUSTRAC proceedings and
other significant prudential reviews, APRA announced that in addition to investigating possible
breaches of the Banking Act by Westpac, it would conduct an extensive supervision program
focused on Westpac's risk governance, accountability and risk culture. This program will
assess Westpac’s remediation actions, the effectiveness of Westpac’s execution and the
steps Westpac has been taking to strengthen risk governance, including through its self-
assessment, which is referred to below. APRA’s review will consider several governance
focus areas in non-financial and financial risk management and case studies. This review is
expected to take approximately 18 months and result in a report of APRA’s observations and
findings.

Operational risk capital overlays

The following additional capital overlays are currently applied by APRA to Westpac's

operational risk capital requirement:

< $500 million in response to Westpac’s Culture, Governance and Accountability (CGA) self-
assessment. The overlay applied from 30 September 2019 and will remain in place until
APRA is satisfied that Westpac has completed its action plan.

+ $500 million in response to the magnitude and nature of issues alleged by AUSTRAC in its
Statement of Claim. The additional overlay applied from 31 December 2019.

Both of the overlays have been applied through an increase in risk weighted assets (RWA).
The impact on Westpac’s Level 2 common equity tier 1 (CET1) capital ratio at 30 September
2020 was 31 basis points.

Outcome of Specialist Businesses strategic review

On 4 May 2020, Westpac announced the creation of a new Specialist Businesses division
consisting of the following businesses:

+  Superannuation, Investments and Platforms;

. Insurance;

. Auto and vendor finance; and

. Westpac Pacific.
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These businesses have since undergone a strategic review process which has now been
completed. The outcome is that Westpac does not view itself as the long-term owner of these
businesses and will seek to exit them over time as market conditions permit.

On 21 August 2020, Westpac announced that it had entered into an agreement for the sale of
its Vendor Finance business to Angle Finance, a portfolio company of Cerberus Capital
Management, L.P. Vendor Finance supports third parties to fund small ticket equipment finance
loans to around 42,000 Australian businesses. Given the relatively modest size of the portfolio,
the sale is expected to have an immaterial impact on Westpac’s balance sheet and capital
ratios. Completion is expected to occur at the end of April 2021.

Consolidation of Westpac’s international operations

Following a comprehensive review of its Asia, Europe and US businesses, Westpac has
decided to consolidate its international operations into three branches; Singapore, London and
New York. This decision means the Group will exit operations in Beijing, Shanghai, Hong Kong,
Mumbai and Jakarta. The changes are not expected to have a significant impact on cash
earnings and, over time, are planned to improve the Group’s capital efficiency, including by
reducing RWA.

Sale of shares in Pendal Group Limited

On 17 June 2020, Westpac announced the sale of approximately 31 million Pendal Group
Limited (ASX:PDL) (Pendal) shares at a price of $5.98 per share, pursuant to a fully
underwritten institutional offer. This sale completed the divestment of Westpac’s proprietary
shareholding in Pendal, following earlier share sales in 2007, 2015 and 2017.

Sale of shares in Zip Co Limited

On 21 October 2020, Westpac announced the sale of its 10.7% stake in Zip Co Limited
(ASX:Z1P) by way of a fully underwritten institutional offer. The decision reflects Westpac's
approach to simplifying its business and ensuring the efficient use of capital. The sale added
approximately 8 basis points to Westpac's common equity tier 1 capital ratio in the first half of
FY21. Settlement of the transaction occurred on 26 October 2020.

Westpac reviews

Culture, Governance and Accountability reassessment

Following a reassessment of its existing CGA Remediation Plan (as defined below), which was
undertaken in response to a request from APRA, Westpac has launched a Group-wide
program to strengthen its management of non-financial risks.

Westpac first conducted a self-assessment into culture, governance and accountability in
November 2018 and developed a remediation plan in response (CGA Remediation Plan).
Following AUSTRAC's Statement of Claim in November 2019, Westpac reassessed its
remediation plan at the request of APRA. A central conclusion from the reassessment was that
Westpac’s non-financial risk culture remains immature and reactive.
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As a result, Westpac is embarking on a Group-wide program, CORE — Customer Outcomes
and Risk Excellence — with a focus on Board and Executive oversight of non-financial risk, and
strengthening risk culture, risk frameworks and risk management capability. Promontory will
provide ongoing assurance over the CORE program.

Further information about CORE is set out in the 'Strategic Report’ and ‘Group Performance’
sections.

Risk management

Westpac is upgrading its end to end risk management. Recent reviews have identified a wide
range of shortcomings and areas for improvement in Westpac's policies, systems and data, as
well as its risk capabilities and risk management framework. The Group has a number of risks
which sit outside of our risk appetite or do not meet the expectations of regulators. The CORE
program is addressing some of these improvements. Key components of the CORE program
include embedding a more proactive risk culture, refining a three lines of defence model to
define clearer risk management accountabilities and improving risk awareness, capability and
capacity through organisational-wide training and additional risk resources in the business.
Other areas of improvement are being addressed through significant investment in risk
management expertise in areas such as operational risk, compliance, financial crime, stress
testing, modelling and data management.

Further information about risk management is set out in the Risk and Risk Management
section.

Regulatory and Government focus

Royal Commission into the banking, superannuation and financial services industry

Implementation of the 76 express recommendations in the Final Report of the Royal
Commission into Misconduct in the Banking, Superannuation and Financial Services Industry
continues to have a significant impact on Australia’s banking and financial services entities and
their regulators. Depending on how and when the government legislates or regulates for the
recommendations there may also be adverse impacts on our business.

To allow the industry to focus on its response to COVID-19 and support for customers on 8
May 2020 the government announced a six month deferral in its Implementation Roadmap. A
number of the legislative drafts are proposed to come into effect in early 2021 but the final form
of these drafts have not yet been released by the government posing a challenge to
implementation.

Presently, 50 recommendations apply to Westpac. The Group has commenced programs of
work in relation to all of the applicable recommendations that have been the subject of
legislative activity and/or regulatory activity and, to date, has implemented 14
recommendations.

In anticipation of the removal of grandfathering of conflicted remuneration payable to financial
advisers effective from 1 January 2021, we are also currently reviewing third party
remuneration arrangements.

Other impacts arising from the Royal Commission include a number of claims being brought
against financial institutions in relation to certain matters

considered during the Royal Commission, and the referral of several cases of misconduct to
the financial regulators by Commissioner Hayne. The Royal Commission has also led to
increased political and regulatory scrutiny of the financial industry in New Zealand and may
continue to do so.

Changes to responsible lending laws

On 25 September 2020, the government announced a proposed simplification of Australia’s
consumer credit regulatory regime. The government’s intended commencement date (subject
to the passage of law) is 1 March 2021. We are closely monitoring this and will make any
changes to our systems and processes as appropriate.

In addition to the responsible lending obligations, consumer credit is subject to regulatory
oversight through a range of mechanisms, including APRA standards and guidance in relation
to credit assessments by authorised deposit-taking institutions (ADls), the ABA’s Banking Code
of Practice and the general conduct obligations under section 47 of the National Consumer
Credit Protection Act 2009 (Cth), including the obligation to do all things to ensure that credit
activities are engaged in efficiently, honestly and fairly. Accordingly, without analogous
changes to these regulatory requirements, removal of the responsible lending obligations may
not necessarily have a significant impact on our overall consumer credit processes.

Focus on superannuation

On 6 October 2020, the government released a paper entitled ‘Your Future, Your Super’,
setting out ‘reforms to make your super work harder for you’.

The first key reform involves linking a person to their superannuation fund throughout their
working life (although a person can choose to change their super fund at any time). Rather
than contributing to the employer’s default fund for its employees who do not choose their own
superannuation fund, employers will be required to contribute to their employees’ existing
superannuation funds. This reform is intended to reduce the number of people with multiple
superannuation accounts. This means employees do not have to select a superannuation fund
each time they change jobs, and should therefore reduce individuals having unintended
multiple superannuation accounts.

The second key reform relates to annual performance tests. An online ATO ‘YourSuper’
comparison tool that compares funds by fees and performance will be introduced to assist
people in selecting a superannuation fund. The tool will also expressly list under performing
funds, based on the annual performance tests. These annual performance tests will apply by
July 2021 for MySuper (default) products. If a MySuper product fails the performance ‘test’, the
trustee will be required to notify members of the under performance by October 2021 and
provide information about the YourSuper comparison tool. If a fund fails two consecutive
performance ‘tests’, it will not be permitted to accept new members. Annual performance tests
will also apply to certain types of superannuation choice options by July 2022.

Westpac is supportive of the changes given they are expected to drive increased
competitiveness across the industry.
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In addition, APRA is increasing its supervisory focus on superannuation providers, including
Westpac, with an emphasis on member outcomes and governance. Westpac’s superannuation
entities are underway with an ongoing program of work to strengthen their management of risk under the
risk management framework and address feedback from APRA.

Regulatory reviews and inquiries

Provision of credit - reviews by APRA

Following APRA reviews assessing the adequacy of our credit risk management framework
including our controls, end-to-end processes, policies and operating systems, long-standing
weaknesses have been identified that require significant uplift. The Group is making changes
to systems and controls to improve its end-to- end approach for mortgage, business and
institutional lending portfolios, as well as other key processes. This includes enhancing portfolio
management practices, data governance, systems upgrades (including data collection and
rationalisation), strengthening collateral management processes and improving assurance and
oversight over our credit management frameworks. This program of work will also address
issues identified by Westpac'’s internal assurance and audit teams.

General regulatory changes affecting our business

Open banking regime

The Competition and Consumer Act 2010 (Cth), as amended by the Treasury Laws
Amendment (Consumer Data Right) Act 2019 (Cth), contains a regime for a consumer data
right that gives customers in Australia a right to direct that their data (starting with banking
data) be shared with accredited third parties. Data sharing facilitates competition through
easier product comparison and switching. This is expected to have significant implications for
consumers and banks, including Westpac.

The Competition and Consumer (Consumer Data Right) Rules 2020 (the CDR Rules)
commenced on 6 February 2020. The CDR Rules set out how the CDR regime will operate.
Open Banking commenced on 1 July 2020 with the four major banks required to share
consumer data for credit and debit card, deposit account and transaction account data with
accredited service providers. Future phases will introduce additional products, joint accounts
and business and corporate consumers. Other brands in the Westpac Group will be required to
commence data sharing on 1 July 2021.

Comprehensive Credit Reporting (CCR)

The National Consumer Credit Protection Amendment (Mandatory Credit Reporting and Other
Measures) Bill 2019 (Cth) is currently before the Senate. The Bill requires the four major
Australian banks to supply CCR data to credit reporting bodies and outlines how financial
hardship cases should be reported.

The Bill has not yet passed and there have been disruptions to the parliamentary schedule as a
result of COVID-19. Nevertheless, Westpac is already participating in CCR on a voluntary
basis.
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Other litigation

ASIC’s outbound scaled advice division proceedings

On 22 December 2016, ASIC commenced Federal Court proceedings against BT Funds
Management Limited (BTFM) and Westpac Securities Administration Limited (WSAL) in
relation to a number of superannuation account consolidation campaigns conducted between
2013 and 2016. ASIC has alleged that in the course of some of these campaigns, customers
were provided with personal advice in contravention of a number of Corporations Act 2001
(Cth) (Corporations Act) provisions, and selected 15 specific customers as the focus of their
claim. Following an appeal by ASIC in the proceedings, on 28 October 2019 the Full Federal
Court handed down its decision in ASIC’s favour and made findings that BTFM and WSAL
each provided personal advice on relevant calls made to 14 of the 15 customers and made
declarations of consequential contraventions of the Corporations Act (including section 912A(1)
(a)). BTFM and WSAL were granted special leave to appeal by the High Court of Australia,
which heard the appeal to the Full Federal Court’s decision on 7 and 8 October 2020. The High
Court’s judgment in the matter is reserved. If this appeal is unsuccessful, the matter will be
remitted to the Federal Court for a hearing on penalties and any other orders sought by ASIC.

ASIC’s proceedings against BT Funds Management and Asgard Capital Management
On 20 August 2020, ASIC commenced proceedings in the Federal Court against BT Funds
Management Limited and Asgard Capital Management Limited, in relation to an issue that was
a case study in the Royal Commission. The allegations concern the inadvertent charging of
financial adviser fees to 404 customers totalling $130,006 after a request had been made to
remove the financial adviser from the customers’ accounts. The issue was self-reported to
ASIC in 2017 and customers have been contacted and remediated. BTFM and ACML accept
the allegations made by ASIC and do not intend to defend the proceedings. Westpac is now
working through the relevant Court procedural steps to try and bring the matter to a resolution.

Class action against Westpac Banking Corporation and Westpac Life Insurance Services
Limited

On 12 October 2017, a class action was filed in the Federal Court of Australia on behalf of
customers who, since February 2011, obtained insurance issued by Westpac Life Insurance
Services Limited (WLIS) on the recommendation of financial advisers employed within the
Westpac Group. The plaintiffs have alleged that aspects of the financial advice provided by
those advisers breached fiduciary and statutory duties owed to the advisers’ clients, including
the duty to act in the best interests of the client, and that WLIS was knowingly involved in those
alleged breaches. Westpac and WLIS are defending the proceedings. The matter has been set
down for an initial trial in May 2021.




124 WESTPAC GROUP 2020 ANNUAL REPORT

Information on Westpac

Class action in the US relating to bank bill swap rate (BBSW)

In August 2016, a class action was filed in the United States District Court for the Southern District of
New York against Westpac and a number of other Australian and international banks and brokers
alleging misconduct in relation to the bank bill swap reference rate. Westpac has reached agreement
with the Plaintiffs to settle this class action. The terms of the settlement are currently confidential and
subject to negotiation and execution of settlement papers and Court approval. Westpac holds a
provision in relation to this matter.

Class action relating to cash in super

On 5 September 2019, a class action against BTFM and WLIS was commenced in the Federal
Court of Australia in relation to aspects of BTFM’'s BT Super for Life cash investment option.
The claim follows other industry class actions.

It is alleged that BTFM failed to adhere to a number of obligations under the general law, the
relevant trust deed and the Superannuation Industry (Supervision) Act 1993 (Cth), and that
WLIS was knowingly concerned with BTFM'’s alleged contraventions. The damages sought

by the claim are unspecified. BTFM and WLIS are defending the proceedings.

Class action relating to consumer credit insurance

On 28 February 2020, a class action was commenced against Westpac Banking Corporation,
Westpac General Insurance Limited and Westpac Life Insurance Services Limited in the
Federal Court of Australia in relation to Westpac's sale of consumer credit insurance (CCl).
The claim follows other industry class actions.

It is alleged that the three entities failed to adhere to a number of obligations in selling CCl in
conjunction with credit cards, personal loans and flexi loans. The damages sought by the claim
are unspecified. The three entities are defending the proceedings. Westpac no longer sells CCl
products.

Class action relating to payment of flex commissions to auto dealers

On 16 July 2020, a class action was commenced against Westpac Banking Corporation and St
George Finance Limited (SGF) in the Supreme Court of Victoria in relation to flex commissions
paid to auto dealers from 1 March 2013 to 31 October 2018. This proceeding is one of two
class actions brought by Maurice Blackburn against a number of lenders in the auto finance
industry.

It is alleged that Westpac and SGF are liable for the unfair conduct of dealers acting as credit
representatives and engaged in misleading or deceptive conduct. The damages sought are
unspecified. Westpac and SGF are defending the proceedings. Another law firm publicly
announced in July 2020 that it is preparing to commence a class action against Westpac
entities in relation to flex commissions paid to auto dealers. Westpac has not been served with
a claim from that law firm on flex commissions. Westpac has not paid flex commissions since 1
November 2018 following an industry-wide ban issued by ASIC.

Potential class actions

Westpac is aware from media reports and other publicly available material that other class
actions against Westpac entities are being investigated. In July 2020, one law firm publicly
stated that it intends to commence a class action against BTFM alleging that since 2014, BTFM
did not act in the best interests of members of certain superannuation funds when obtaining
group insurance policies. In August 2020, another law firm announced that it is investigating
claims on behalf of persons who in the past 6 years acquired, renewed or continued to hold a
financial product (including life insurance) on the advice or recommendation of a financial
adviser from Magnitude Group, Securitor Financial Group or Westpac Banking Corporation.
Westpac has not been served with a claim in relation to either of these matters and has no
information about the proposed claims beyond the public statements issued by the law firms
involved.

APRA regulatory changes and other changes affecting capital

APRA announcements on capital
As part of its response to the current economic environment following the COVID-19 pandemic,
APRA has made the following announcements on capital:

+ Updated guidance on capital management and dividends: For 2020, APRA expects ADIs to
retain at least half of their earnings, actively use the dividend reinvestment plan (DRP)
and/or other capital management initiatives to at least partially offset the reduction in capital
from distributions. Westpac took this guidance into consideration when determining the final
dividend, which is discussed further in Section 3 of the Directors’ Report;

+Adjustment to expectations for bank capital: As announced in March 2020, APRA does not
expect ADIs to meet the ‘unquestionably strong’ capital benchmarks in the period ahead
(so long as they remain above the current regulatory requirement). Westpac's capital
management strategy is set out further in the Review of Group Operations section;

+ Temporary amendments to the calculation of RWA for COVID-19 support packages: Where
a support package provides an option to defer repayments for a period of time, for RWA
calculation purposes, a bank need not treat the period of the repayment holiday as a period
of arrears (provided the borrower had previously been meeting their repayment
obligations). In addition, the government’s ‘Coronavirus SME Guarantee Scheme’ is to be
regarded as an eligible guarantee by the government for RWA calculation purposes. The
temporary capital treatment is available until the earlier of either a maximum period of ten
months from when the initial repayment deferral was granted, or 31 March 2021;

« Deferral of APRA’s implementation of the Basel Ill capital reforms by a year to January
2023; and

« Deferral of changes to APS 222 Associations with Related Entities standard by a year to 1
January 2022.
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APRA'’s proposed revisions to subsidiary capital investment treatment

APRA has proposed changes to APS 111 Capital Adequacy Measurement of Capital including
changes to the existing approach for equity exposures in banking and insurance subsidiaries
(Level 1). There is no impact to Westpac's reported capital ratios on a Level 2 basis. APRA has
indicated that they intend to recommence consultation and a revised standard will come into
effect from 1 January 2022 following the COVID-19 pandemic.

Additional loss absorbing capacity

On 9 July 2019, APRA announced a requirement for the Australian major banks (including
Westpac) to increase their total capital requirements by three percentage points of RWA as
measured under the current capital adequacy framework. This increase in total capital will take
full effect from 1 January 2024.

The additional capital is expected to be raised through Tier 2 Capital and is likely to be offset
by a decrease in other forms of long term wholesale funding. Westpac is continuing to make
progress towards the new requirements. As at 30 September 2020, the Tier 2 ratio was
3.15%.

APRA is still targeting an additional four to five percentage points of loss-absorbing capacity.
Over the next four years, APRA has stated that it will consider feasible alternative methods for
raising the remaining 1-2 percentage points.

APRA Prudential Standard CPS 511: Remuneration

On 23 July 2019, APRA released for consultation a new draft prudential standard and
supporting discussion paper on remuneration. It is aimed at clarifying and strengthening
remuneration arrangements in APRA- regulated entities. The new standard will replace
existing remuneration requirements under CPS/SPS 510 Governance. In August 2020, APRA
released its 2020-2024 Corporate Plan noting the revised APRA Prudential Standard CPS 511
is expected to be released from January to July 2021.

New Zealand

COVID-19 impacts

In response to COVID-19, a number of laws have been enacted by the New Zealand
government to help reduce the economic impact and it has implemented a range of material
restrictions on businesses, venues, travel and movement. Many of these new measures have
impacted WNZL'’s operations.

Also in response to COVID-19, there have been a number of new guidance updates published
and regulatory delays announced by New Zealand regulators, including the Reserve Bank of
New Zealand (RBNZ), the Financial Markets Authority and the Commerce Commission.

On 2 April 2020, a decision was made by the RBNZ to freeze the distribution of dividends on
ordinary shares by all banks in New Zealand during the period of economic uncertainty caused
by COVID-19. Non- payment of dividends from WNZL only affects Westpac’s Level 1 CET1
capital ratio.

Westpac is well capitalised and at 30 September 2020 had a Level 1 CET1 capital ratio of
11.40%.
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RBNZ Capital Review

On 5 December 2019, the RBNZ announced changes to the capital adequacy framework in
New Zealand. The new framework includes the following key components:

« Setting a Tier 1 capital requirement of 16% of RWA for systemically important banks
(including WNZL) and 14% for all other banks;

+ Additional Tier 1 capital (‘AT1’) can comprise no more than 2.5% of the 16% Tier 1 capital
requirement;

« Eligible Tier 1 capital will comprise common equity and redeemable perpetual preference
shares. Existing AT1 instruments will be phased out over a seven year period;

+ Maintaining the existing Tier 2 capital requirement of 2% of RWA; and

* Recalibrating RWA for internal rating based banks, such as WNZL, such that aggregate
RWA will increase to 90% of standardised RWA.

Westpac believes WNZL is already strongly capitalised with a Tier 1 capital ratio of 15% at 30
September 2020 based on the current RBNZ rules. On a pro forma basis (including the new
RWA and capital requirements) at 30 September 2020 and assuming a Tier 1 capital ratio of
16-17%, WNZL would require a further NZ$1.6-$2.2 billion of Tier 1 capital to meet the new
requirements that are fully effective in 2028.

In response to the impacts of COVID-19, and to support credit availability, the RBNZ has
delayed the start date of the new capital regime by 12 months to 1 July 2021 and the RBNZ will
consider further delays in 2021 if it considers that market conditions warrant it. Banks will be
given up to seven years to comply.

RBNZ - Review under section 95 of the Reserve Bank of New Zealand Act 1989

In June 2019, in response to a review under section 95 of the Reserve Bank of New Zealand
Act 1989 of WNZL'’s compliance with advanced internal rating based aspects of the RBNZ's
‘Capital Adequacy Framework (Internal Models Based Approach)’ (BS2B), WNZL presented
the RBNZ with a submission providing an overview of its credit risk rating system and activities
undertaken to address compliance issues and enhance risk management practices.

On 30 October 2019, the RBNZ informed WNZL that it had accepted the submission and
measures undertaken by WNZL to achieve satisfactory compliance with BS2B, and that WNZL
would retain its accreditation to use internal models for credit risk in the calculation of its
regulatory capital requirements. With effect from 31 December 2019, the RBNZ removed the
requirement imposed on WNZL since 31 December 2017 to maintain minimum regulatory
capital ratios that were two percentage points higher than the ratios applying to other locally
incorporated banks.
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Supervision and regulation

Australia

Within Australia, we are subject to supervision and regulation by seven principal agencies and
bodies: the Australian Prudential Regulation Authority (APRA); the Reserve Bank of Australia
(RBA); the Australian Securities and Investments Commission (ASIC); the Australian Securities
Exchange (ASX); the Australian Competition and Consumer Commission (ACCC); the
Australian Transaction Reports and Analysis Centre (AUSTRAC) and the Office of the
Australian Information Commissioner (OAIC).

APRA is the prudential regulator of the Australian financial services industry.

As an ADI, we report prudential information to APRA, including information in relation to capital
adequacy, large exposures, credit quality and liquidity.

The RBA is responsible for monetary policy, maintaining financial system stability and
promoting the safety and efficiency of the payments system. The RBA is an active participant in
the financial markets, manages Australia’s foreign reserves, issues Australian currency notes
and serves as banker to the Australian Government.

ASIC is the national regulator of Australian companies and consumer protection within the
financial sector.

The ASX operates Australia’s primary national market for trading of securities issued by listed
companies. Some of our securities (including our ordinary shares) are listed on the ASX and
we therefore have obligations to comply with the ASX Listing Rules, which have statutory
backing under the Corporations Act 2001 (Cth).

The ACCC is the regulator responsible for the regulation and prohibition of anti-competitive and

unfair market practices and mergers and acquisitions in Australia. Its broad objective is to

administer the Competition and Consumer Act 2010 (Cth) and related legislation to bring

greater competitiveness, fair trading, consumer protection and product safety to the Australian

economy.

AUSTRAC oversees the compliance of Australian reporting entities (including Westpac) with

the requirements under the Anti-Money Laundering and Counter-Terrorism Financing Act 2006

(Cth) and the Financial Transaction Reports Act 1988 (Cth). These requirements include:

. implementing programs for identifying and monitoring customers, and for managing the
risks of money laundering and terrorism financing;

«  reporting suspicious matters, threshold transactions and international funds transfer
instructions; and

+  submitting an annual compliance report.

The OAIC is responsible for the regulation of privacy and information rights, including under the
Privacy Act 1988 (Cth) (Privacy Act). Its functions include handling complaints about the
handling of personal information and conducting investigations into potential breaches of the
Privacy Act.

New Zealand

The Reserve Bank of New Zealand (RBNZ) is responsible for supervising New Zealand
registered banks and protects the financial stability of New Zealand through the application of
minimum prudential obligations. The New Zealand prudential supervision regime requires that
registered banks publish disclosure statements, which contain information on financial
performance and risk positions as well as attestations by the directors about the bank’s
compliance with its conditions of registration and certain other matters.

The Financial Markets Authority (FMA) and the New Zealand Commerce Commission (NZCC)
are the two primary conduct and enforcement regulators. The FMA and NZCC are responsible
for ensuring that markets are fair and transparent and are supported by confident and informed
investors and consumers. Regulation of markets and their participants is undertaken through a
combination of market supervision, corporate governance and licensing approvals.

In New Zealand, other relevant regulator mandates include those relating to taxation, privacy
and foreign affairs and trade.

Banks in New Zealand are also subject to a number of self- regulatory regimes. Examples
include Payments NZ, the New Zealand Bankers’ Association and the Financial Services
Council (FSC). Examples of industry agreed codes include the New Zealand Bankers’
Association’s Code of Banking Practice and FSC’s Code of Conduct.
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United States

Our New York branch is a US federally licensed branch and therefore is subject to supervision,
examination and regulation by the US Office of the Comptroller of the Currency and the Board
of Governors of the Federal Reserve System (the US Federal Reserve) under the US
International Banking Act of 1978 (IBA) and related regulations.

A US federal branch must maintain, with a US Federal Reserve member bank, a capital
equivalency deposit as prescribed by the US Comptroller of the Currency, which is at least
equal to 5% of its total liabilities (including acceptances, but excluding accrued expenses, and
amounts due and other liabilities to other branches, agencies and subsidiaries of the foreign
bank).

In addition, a US federal branch is subject to periodic on-site examination by the US
Comptroller of the Currency. Such examination may address risk management, operations,
asset quality, compliance with the record-keeping and reporting, and any additional
requirements prescribed by the US Comptroller of the Currency from time to time.

A US federal branch of a foreign bank is, by virtue of the IBA, subject to the receivership
powers exercisable by the US Comptroller of the Currency.

As of 22 June 2016, we elected to be treated as a financial holding company in the US
pursuant to the Bank Holding Company Act of 1956 and Federal Reserve Board Regulation Y.
Our election will remain effective so long as we meet certain capital and management
standards prescribed by the US Federal Reserve.

Westpac and some of its affiliates are engaged in various activities that are subject to
regulation by other US federal regulatory agencies, including the US Securities and Exchange
Commission, US Financial Industry Regulatory Authority, the US Commodity Futures Trading
Commission and the National Futures Association.

Anti-money laundering regulation and related requirements

Australia

Westpac has a Group-wide program to manage its obligations under the Anti-Money
Laundering and Counter- Terrorism Financing Act 2006 (Cth). We continue to actively engage
with the regulator, AUSTRAC, on our activities.

Our Anti-Money Laundering and Counter-Terrorism Financing Policy (AML/CTF Policy) sets out
how the Westpac Group complies with its legislative obligations.

The AML/CTF Policy applies to all business divisions and employees (permanent, temporary
and third party providers) working in Australia, New Zealand and overseas.
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United States

The USA PATRIOT Act of 2001 requires US financial institutions, including the US branches of
foreign banks, to take certain steps to prevent, detect and report individuals and entities
involved in international money laundering and the financing of terrorism. The required actions
include verifying the identity of financial institutions and other customers and counterparties,
terminating correspondent accounts for foreign 'shell banks’ and obtaining information about
the owners of foreign bank clients and the identity of the foreign bank’s agent for service of
process in the US. The anti- money laundering compliance requirements of the USA PATRIOT
Act include requirements to adopt and implement an effective anti-money laundering program,
report suspicious transactions or activities, and implement due diligence procedures for
correspondent and other customer accounts. Westpac’'s New York branch and Westpac
Capital Markets LLC maintain an anti-money laundering compliance program designed to
address US legal requirements.

US economic and trade sanctions, as administered by the Office of Foreign Assets Control
(OFAC), prohibit or significantly restrict US financial institutions, including the US branches and
operations of foreign banks, and other US persons from doing business with certain persons,
entities and jurisdictions. Westpac’s New York branch and Westpac Capital Markets LLC
maintain compliance programs designed to comply with OFAC sanctions programs, and
Westpac has a Group-wide program to ensure adequate compliance.

Legal proceedings

Our entities are defendants from time to time in legal proceedings arising from the conduct of
our business. Material legal proceedings, if any, are described in Note 27 to the financial
statements and under 'Significant developments’ above. Where appropriate as required by the
accounting standards, a provision has been raised in respect of these proceedings and
disclosed in the financial statements.

Principal office

Our principal office is located at 275 Kent Street, Sydney, New South Wales, 2000, Australia.
Our telephone number for calls within Australia is (+61) 2 9155 7713 and our international
telephone number is (+61) 2 9155 7700.
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Five year financial summary’

(in $m unless otherwise indicated) 2020 2019 2018 2017 2016

Income statements for the years ended 30 Septemhel’

Net interest income 16,696 16,907 16,505 15,516 15,148
Net fee income 1,592 1,655 2,424 2,603 2,611

Net wealth management and insurance income 751 1,029 2,061 1,800 1,899
Trading income 895 929 945 1,202 1,124
Other income 249 129 72 529 59
Net operating income before operating expenses and impairment charges 20,183 20,649 22,007 21,650 20,841

Operating expenses (12,739) (10,106) (9,566) (9,282) (9,073)
Impairment charges (3,178) (794) (710) (853) (1,124)
Profit before income tax 4,266 9,749 11,731 11,515 10,644
Income tax expense (1,974) (2,959) (3,632) (3,518) (3,184)
Profit attributable to non-controlling interests (NCI) 2) (6) (4) (7) (15)
Net profit attributable to owners of Westpac Banking Corporation (WBC) 2,290 6,784 8,095 7,990 7,445
Balance sheet as at 30 September2

Loans 693,059 714,770 709,690 684,919 661,926

Other assets 218,887 191,856 169,902 166,956 177,276

Total assets 911,946 906,626 879,592 851,875 839,202

Deposits and other borrowings 591,131 563,247 559,285 533,591 513,071

Debt issues 150,325 181,457 172,596 168,356 169,902

Loan capital 23,949 21,826 17,265 17,666 15,805

Other liabilities 78,467 74,589 65,873 70,920 82,243

Total liabilities 843,872 841,119 815,019 790,533 781,021

Total shareholders’ equity and NCI 68,074 65,507 64,573 61,342 58,181

Key financial ratios
Shareholder value

Dividends per ordinary share (cents) 31 174 188 188 188
Dividend payout ratio (%)° 48.87 88.83 79.52 79.28 84.19
Return on average ordinary equity (%) 3.37 10.65 13.05 13.65 13.32
Basic earnings per share (cents) 63.7 196.5 237.5 238.0 2246
Net tangible assets per ordinary share ($)* 15.67 15.36 15.39 14.66 13.90
Share price ($):
High 29.81 30.05 33.68 35.39 33.74
Low 13.47 23.30 27.24 28.92 27.57
Close 16.84 29.64 27.93 31.92 29.51
Business performance
Operating expenses to operating income ratio (%) 63.12 48.94 43.47 42.87 43.53
Net interest margin (%) 2.03 212 213 2.06 2.10
Capital adequacy
Total equity to total assets (%) 7.5 72 73 72 6.9
Total equity to total average assets (%) 7.4 7.3 7.4 7.2 7.0
APRA Basel lII:
Common equity Tier 1 (%) 11.13 10.67 10.63 10.56 9.48
Tier 1 ratio (%) 13.23 12.84 12.78 12.66 11.17
Total capital ratio (%) 16.38 15.63 14.74 14.82 13.11
Credit quality
Net impaired assets to equity and collectively assessed provisions (%) 2.21 1.41 1.14 1.29 1.79
Total provisions for expected credit losses/impairment on loans and credit commitments to total loans (basis points)® 88 54 43 45 54

1. Where accounting classifications have changed or where changes in accounting policy are adopted retrospectively, comparatives have been restated and may differ from results previously reported.

2. The above income statement extracts for 2020, 2019 and 2018 and balance sheet extracts for 2020 and 2019 are derived from the consolidated financial statements included in this Annual Report. The above income statement
extracts for 2017 and 2016 and balance sheet extracts for 2018, 2017 and 2016 are derived from financial statements previously published.

3. Adjusted for Treasury shares.

4. Total equity attributable to owners of Westpac Banking Corporation, after deducting intangible assets divided by the number of ordinary shares outstanding, less Treasury shares held.

5. Provisions for expected credit losses (ECL) on loans and credit commitments as at 2020 and 2019 were determined based on AASB 9 Financial Instruments (December 2014) (AASB 9). Provisions for impairment charges on loans
and credit commitments as at 2018, 2017 and 2016 were based on AASB 139 Financial Instruments: Recognition and Measurement (AASB 139) and were not restated.
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Five year non-financial summary1

Key trends across a range of non-financial areas of performance are provided in the following five year non-financial summary.

(in $m unless otherwise indicated) 2020 2019 2018 2017 2016
Customer

Total customers (millions)? 14.0 14.2 14.2 13.9 134
Digitally active customers (millions)® 5.9 5.8 5.6 5.3 4.9
Branches* 1,103 1,143 1,204 1,251 1,310
Branches with 24/7 capability (%)° 36 35 33 29 27
ATMs 2,036 2,847 3,222 3,665 3,757
Smart ATMs (%)° 69 54 47 44 37
Change in consumer complaints (%) - Australia’ 145 94 12 (18) (31)
Change in consumer complaints (%) - NZ 6 2 (16) (21) (7)
Number of approved applications for financial assistance from customers experiencing financial hardship® 75,367 52,025 37,678 28,322 30,759
Employees

Total employees (full-time equivalent)® 36,849 33,288 35,029 35,096 35,580
Employee voluntary attrition (%) 7.4 10.3 10.0 9.6 10.6
New starter retention (%)"' 85.8 84.5 84.1 84.7 85.5
Employee Commitment Index (%)12 73 72 73 76 -
Lost Time Injury Frequency Rate (LTIFR)" 0.4 0.4 0.4 0.6 0.8
Whistleblower reporting - number of new concerns ' 184 278 289 344 209
Women as percentage of the total workforce (%) 57 58 57 58 58
Women in leadership (%)‘5 50 50 50 50 48
Environment

Total Scope 1 and 2 emissions - (tonnes CO,-e)'® 107,634 121,168 128,339 134,237 156,701
Total Scope 3 emissions - (tonnes COz-¢)'” 91,616 87,262 90,454 94,279 80,125
Paper consumption - Aust and NZ (tonnes)'® 1,639 1,812 2,161 2,706 3,304
Carbon neutrality Maintained Maintained Maintained Maintained Maintained

Sustainable lending

Climate change solutions attributable financing - Aust and NZ ($m) 10,059 9,263 9,113 6,979 6,193
Proportion of electricity generation financing in renewables including hydro - Aust and NZ (%)'® 75 75 4l 65 59
Electricity generation portfolio emissions intensity (tonnes COz-e/ MWh)?° 0.25 0.26 0.28 0.36 0.38
Finance assessed under the Equator Principles - Group ($m)21 126 454 773 891 617
Social impact

Community investment excluding commercial sponsorships ($m)? 153 130 128 164 148
Community investment as a percentage of pre-tax profits - Group (%)?? 3.58 1.33 1.09 1.42 1.39
Community investment as a percentage of pre-tax operating profit (cash earnings basis)?? 3.21 1.32 1.10 1.41 1.32
Financial education (participants)®® 1,009,232 619,995 133,844 112,263 59,596
Supply chain

Top suppliers assessed under the Westpac Responsible Sourcing Program (%)% 100 98 100 21 -

Spend with Indigenous Australian suppliers - Australia ($m)* 5 4.2 45 2.8 1.7
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All data represents Group performance as at 30 September unless otherwise stated.

All customers with an active relationship (exclude channel only and potential relationships).

Westpac Group customers who, as at 30 September, have successfully authenticated at least once into the Bank’s digital banking platforms (including Quick zone) within the last 90 days.

Includes six advisory centres and one community banking centre.

Branches that allow customers to self-serve 24/7 via a range of devices that allow them to withdraw and deposit cash, coin exchange etc. (not all these services would be available at every 24/7 zone). Access determined by individual location (i.e.
shopping centre opening hours may prevent 24/7 access).

ATMs with deposit taking functionality. Excludes envelope deposit machines.

Total Australia complaints excluding WIB. Full Year 2019 change trend reflects updates to our complaints policy and standard which now requires people to log all complaints, even if they are resolved within 5 days. Complaints number is inclusive of
12,367 complaints related to COVID-19.

Number of approved applications for financial assistance from Westpac Group customers experiencing financial hardship. Financial hardship occurs when a person is unable to meet their repayment obligations for a period of time due to an
unexpected event or unforeseen change in circumstances, such as illness or injury or a change in employment. Each request is assessed on a case-by-case basis. Some hardship options that may be available to customers include reduced or
deferred repayments and reduction in interest charges.

Full-time equivalent employees include permanent (full-time and pro-rata part-time staff) employees, and temporary (overtime, temporary and contract staff) employees.

Employee voluntary attrition refers to the total voluntary separation of permanent employees over the 12 months average total permanent headcount for the period (includes full time, part time and maximum term employees).

New starter retention over the 12 months rolling new starter headcount for the period (includes full time and part time permanent employees).

New monthly employee survey conducted from 2017. Six month rolling average results reported and prior data not included due to change in survey methodology. The 2019 result has been reviewed and updated.

Lost Time Injury Frequency Rate (LTIFR) measures the number of Lost Time Injuries, defined as injuries or illnesses (based on workers compensation claims accepted) resulting in an employee being unable to work for a full scheduled day (or shift)
other than the day (or shift) on which the injury occurred where work was a significant contributing factor, per one million hours worked in the rolling 12 months reported. Westpac Pacific figures included since FY16.

Number of disclosures entered into the whistleblower case management database that has come via: a direct entry by the whistleblower, the whistleblower external hotline, the Group’s Whistleblower Protection Officer, or other Eligible Recipients.

. Women in Leadership refers to the proportion of women (permanent and maximum term) in leadership roles across the Group. It includes the CEO, Group Executives, General Managers, senior leaders with significant influence on business outcomes

(direct reports to General Managers and their direct reports) large (3+) team people leaders three levels below General Manager, and Bank and Assistant Bank Managers.

Scope 1 emissions are the release of greenhouse gases (GHG) into the atmosphere as a result of Westpac Group’s direct operations for the period 1 July to 30 June. Australian data is prepared in accordance with the National Greenhouse and
Energy Reporting Act 2007 (NGER Act). New Zealand data is prepared in accordance with the New Zealand Ministry for the Environment guidance for GHG reporting and Toitl carbonzero programme rules. Scope 2 emissions are indirect
greenhouse gas emissions from consumption of purchased electricity from the Westpac's operations for the period 1 July to 30 June. Australian data is prepared in accordance with the NGER Act 2007. New Zealand data is prepared in accordance
with the New Zealand Ministry for the Environment guidance for GHG reporting and Toit carbonzero programme rules.

Scope 3 emissions are indirect greenhouse gases (GHG) emitted as a consequence of Westpac Group operations but occur at sources owned or controlled by another organisation for the period 1 July to 30 June. Australian data is prepared in
accordance with the Climate Active Carbon Neutral Standard for Organisations. New Zealand data is prepared in accordance with the New Zealand Ministry for the Environment guidance on GHG reporting and Toitl carbonzero programme rules.
2016 to 2019 figures restated to reflect methodology update in 2020.

. Total office paper and paper products purchased (in tonnes) by Westpac Group as reported by key suppliers. Includes office copy paper, paper products and printed materials, including direct mail and marketing documents (e.g. office stationery,

marketing brochures, customer statements) and are reported for the period 1 July to 30 June.
Measured as the percentage of indirect and direct financing (total committed exposure) to electricity generation assets in the Australian and New Zealand electricity markets.
Data is based on the reported exposures to electricity generation (AUD lending only). The average financed emissions intensity is calculated by weighting each loan (total committed exposures) by the emissions intensity of each company.

. The Equator Principles is a voluntary set of standards for determining, assessing and managing social and environmental risk in project financing.

Indicator name changed from ‘Community investment ($m)’ to ‘Community investment excluding commercial sponsorships ($m)’ in 2018. 2017 figures were restated to be comparable with 2018. 2018 and 2017 figures include monetary contributions,
time contributions, management costs and in-kind contributions comprising gifts and foregone fee revenue. 2016 and prior periods were not restated, and also include commercial sponsorships.

. Total number of interactions by employees, customers and general public with financial education materials offered by the Westpac Group during the year, delivered through face to face and online platforms. Uplift from 2019 number of participants

driven by the inclusion of our Life Moments and Help for your Business Education pages.

. Top 100 Westpac Australia and New Zealand suppliers by spend assessed for inherent ESG risk for the 12 months ended 30 September.
. Annual spend with businesses that are 50% or more owned and operated by an Aboriginal or Torres Strait Islander person and certified with a relevant member organisation. Include Tiers 1 and 2 spend with Indigenous Australians suppliers. Prior

periods restated to reflect inclusion of Tier 2 spend, first reported in 2018. 2019 and 2018 adjusted to reflect newly identified spend with Indigenous Australian suppliers.
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Disclosure regarding forward-looking statements
This Annual Report contains statements that constitute ‘forward-looking statements’ within the meaning of Section 21E of the US Securities Exchange Act of 1934.

Forward-looking statements are statements about matters that are not historical facts. Forward-looking statements appear in a number of places in this Annual Report and include statements
regarding Westpac's intent, belief or current expectations with respect to its business and operations, market conditions, results of operations and financial condition, including, without limitation,
future loan loss provisions and financial support to certain borrowers. Words such as ‘will’, ‘may’, ‘expect’, ‘intend’, 'seek’, ‘would’, 'should’, ‘could’, ‘continue’, ‘plan’, ‘estimate’, ‘anticipate’,
‘believe’, ‘probability’, ‘risk’, ‘aim’, ‘outlook’ or other similar words are used to identify forward-looking statements. These forward-looking statements reflect Westpac’s current views with respect to
future events and are subject to change, certain risks, uncertainties and assumptions which are, in many instances, beyond Westpac’s control, and have been made based upon management’s
expectations and beliefs concerning future developments and their potential effect upon Westpac. There can be no assurance that future developments will be in accordance with Westpac'’s
expectations or that the effect of future developments on Westpac will be those anticipated. Actual results could differ materially from those expected, depending on the outcome of various
factors, including, but not limited to:

«  the effect of the global COVID-19 pandemic, which has had, and is expected to continue to have, a negative impact on our business and global economic conditions, adversely affected a
wide-range of Westpac's key suppliers, third-party contractors and customers, created increased volatility in financial markets and may result in increased impairments, defaults and write-
offs;

«  the effect of, and changes in, laws, regulations, taxation or accounting standards or practices and government policy, particularly changes to liquidity, leverage and capital requirements;

+  regulatory investigations, reviews and other actions, inquiries, litigation, fines, penalties, restrictions or other regulator imposed conditions, including as a result of our actual or alleged failure
to comply with laws (such as financial crime laws), regulations or regulatory policy;

«  the failure to comply with financial crime obligations, which has had, and could further have, adverse effects on our business and reputation;
+ internal and external events which may adversely impact Westpac'’s reputation;

« litigation and other legal proceedings and regulator investigations and enforcement actions;

«  information security breaches, including cyberattacks;

«  reliability and security of Westpac’s technology and risks associated with changes to technology systems;

« the stability of Australian and international financial systems and disruptions to financial markets and any losses or business impacts Westpac or its customers or counterparties may
experience as a result;

«  market volatility, including uncertain conditions in funding, equity and asset markets;

« anincrease in defaults in credit exposures because of a deterioration in economic conditions;

- adverse asset, credit or capital market conditions;

. the incidence of inadequate capital levels under stressed conditions;

«  the risk that governments will default on their debt obligations or will be unable to refinance their debts as they fall due;

. changes to Westpac'’s credit ratings or the methodology used by credit rating agencies;

. levels of inflation, interest rates (including low or negative interest rates), exchange rates and market and monetary fluctuations and volatility;
. an increase in defaults, write-offs and provisions for credit impairments;

+  changes in economic conditions, consumer spending, saving and borrowing habits in Australia, New Zealand and other countries (including as a result of tariffs and other protectionist trade
measures) in which Westpac or its customers or counterparties conduct their operations and Westpac's ability to maintain or to increase market share, margins and fees, and control
expenses;

« the effects of competition, including from established providers of financial services and from non-financial services entities, in the geographic and business areas in which Westpac conducts
its operations;

. poor data quality or poor data retention;

. the effectiveness of Westpac’s risk management policies, including internal processes, systems and employees, and operational risks resulting from ineffective processes and controls, as
well as breakdowns in processes and procedures requiring remediation activity;

«  theincidence or severity of Westpac-insured events;
«  the occurrence of environmental change (including as a result of climate change) or external events in countries in which Westpac or its customers or counterparties conduct their operations;
«  changes to Westpac'’s critical accounting estimates and judgements and changes to the value of Westpac's intangible assets;
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. changes in political, social or economic conditions in any of the major markets in which Westpac or its customers or counterparties operate;

+ the inability to syndicate or sell down underwritten securities, particularly during times of heightened market volatility;

. the success of strategic decisions involving diversification or innovation, in addition to business expansion activity, business acquisitions and the integration of new businesses; and
. various other factors beyond Westpac's control.

The above list is not exhaustive. For certain other factors that may impact on forward-looking statements made by Westpac, refer to ‘Risk factors’ under the section ‘Risk and risk management’.
When relying on forward-looking statements to make decisions with respect to Westpac, investors and others should carefully consider the foregoing factors and other uncertainties and events.
Westpac is under no obligation to update any forward-looking statements contained in this Annual Report, whether as a result of new information, future events or otherwise, after the date of this
Annual Report.

Currency of presentation, exchange rates and certain definitions

In this Annual Report, ‘financial statements’ means our audited consolidated balance sheets as at 30 September 2020 and 30 September 2019 and income statements, statements of
comprehensive income, changes in equity and cash flows for each of the years ended 30 September 2020, 2019 and 2018 together with accompanying notes which are included in this Annual
Report.

Our financial year ends on 30 September. As used throughout this Annual Report, the financial year ended 30 September 2020 is referred to as 2020 and other financial years are referred to in a
corresponding manner.

We publish our consolidated financial statements in Australian dollars. In this Annual Report, unless otherwise stated or the context otherwise requires, references to ‘dollars’, ‘dollar amounts’, '$’,
‘AUD’ or ‘A$’ are to Australian dollars, references to ‘US$’, ‘USD’ or ‘US dollars’ are to United States dollars and references to ‘NZ$’, ‘NZD’ or ‘NZ dollars’ are to New Zealand dollars. Solely for
the convenience of the reader, certain Australian dollar amounts have been translated into US dollars at a specified rate. These translations should not be construed as representations that the
Australian dollar amounts actually represent such US dollar amounts or have been or could be converted into US dollars at the rate indicated. Unless otherwise stated, the translations of
Australian dollars into US dollars have been made at the rate of A$1.00 = US$0.7160, the noon buying rate in New York City for cable transfers in Australian dollars as certified for customs
purposes by the Federal Reserve Bank of New York (the ‘noon buying rate’) as of Wednesday, 30 September 2020. The Australian dollar equivalent of New Zealand dollars at 30 September
2020 was A$1.00 = NZ$1.0802, being the closing spot exchange rate on that date. Refer to ‘Exchange rates’ in Section 4 for information regarding the rates of exchange between the Australian
dollar and the US dollar for the financial years ended 30 September 2016 to 30 September 2020.

Any discrepancies between totals and sums of components in tables contained in this Annual Report are due to rounding.
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Selected consolidated financial and operating data

We have derived the following selected financial information as of, and for the financial years ended, 30 September 2020, 2019, 2018, 2017 and 2016 from our consolidated financial statements
and related notes.

This information should be read together with our audited consolidated financial statements and the accompanying notes included elsewhere in this Annual Report.

Accounting standards

The financial statements and other financial information included elsewhere in this Annual Report, unless otherwise indicated, have been prepared and presented in accordance with Australian
Accounting Standards (AAS). Compliance with AAS ensures that the financial statements also comply with International Financial Reporting Standards (IFRS) as issued by the International
Accounting Standards Board (IASB).

The financial statements have been prepared in accordance with the accounting policies described in the Notes to the financial statements.

Recent accounting developments
For a discussion of recent accounting developments refer to Note 1 to the financial statements.

Critical accounting estimates

Our reported results are sensitive to the accounting policies, assumptions and estimates that underlie the preparation of the income statement and the balance sheet. Note 1 (b) includes details of
the areas of our critical accounting assumptions and estimates and a reference to the relevant note in the financial statements providing further information. Each of the assumptions and
estimates have been discussed at our Board Audit Committee (BAC). The following is a summary of the areas involving our most critical accounting estimates.

Provisions (other than Provisions for expected credit losses (ECL) on loans and credit commitments)

Provisions are held in respect of a range of obligations such as employee entitlements, litigation and non-lending losses, lease restoration obligations, restructuring costs and compliance,
regulation and remediation provisions. Some of the provisions involve significant judgement about the likely outcome of various events and estimated future cash flows. Refer to Note 27.

Provisions for ECL on loans and credit commitments

Provisions for ECL are a probability-weighted estimate of the cash shortfalls expected to result from defaults over the relevant time frame. They are determined by evaluating a range of possible
outcomes and taking into account the time value of money, past events, current conditions and forecasts of future economic conditions.

The models use three main components to determine the ECL (as well as the time value of money) including:
+  Probability of default (PD): the probability that a counterparty will default;

»  Loss given default (LGD): the loss that is expected to arise in the event of a default; and

+  Exposure at default (EAD): the estimated outstanding amount of credit exposure at the time of the default.

The provisions for ECL are determined based on three stages as follows:
Stage 1: 12 months ECL - performing
For financial assets where there has been no significant increase in credit risk since origination a provision for 12 months ECL is recognised.

Stage 2: Lifetime ECL - performing
For financial assets where there has been a significant increase in credit risk since origination but where the asset is still performing a provision for lifetime ECL is recognised.

Stage 3: Lifetime ECL — non-performing

For financial assets that are non-performing a provision for lifetime ECL is recognised. Indicators include a breach of contract with the Group such as a default on interest or principal payments, a
borrower experiencing significant financial difficulties or observable economic conditions that correlate to defaults on a group of loans.

Determining when a financial asset has experienced a significant increase in credit risk since origination is a critical accounting judgement which is primarily based on changes in internal
customer risk grades since origination of the facility. The change in the internal customer risk grade that the Group uses to represent a significant increase in credit risk is based on a sliding scale.
This means that a higher credit quality exposure at origination would require a more significant downgrade compared to a lower credit quality exposure before it is considered to have experienced
a significant increase in credit risk.

Interest income is calculated based on the gross carrying amount of financial assets in stages 1 and 2 of the Group’s ECL model and on the carrying amount net of the provision for ECL for
financial assets in stage 3.
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The measurement of ECL for each stage and the assessment of significant increase in credit risk consider information about past events and current conditions as well as reasonable and
supportable projections of future events and economic conditions. The estimation of forward looking information is a critical accounting judgement. The Group considers three future
macroeconomic scenarios including a base case scenario along with upside and downside scenarios.

The macroeconomic variables used in these scenarios, based on current economic forecasts, include (but are not limited to) unemployment rates, real gross domestic product growth rates and
residential and commercial property price indices.

The macroeconomic scenarios are weighted based on the Group’s best estimate of the relative likelihood of each scenario. The weighting applied to each of the three macroeconomic scenarios
takes into account historical frequency, current trends, and forward looking conditions.

Where appropriate, adjustments will be made to modelled outcomes to reflect reasonable and supportable information not already incorporated in the models. Judgements can change with time
as new information becomes available which could result in changes to the provision for ECL.

As at 30 September 2020, gross loans to customers were $698,661 million (2019: $718,378 million) and the provision for ECL was $5,602 million (2019: $3,608 million). Refer to Note 13.

Fair value of financial instruments

Financial instruments classified as held-for-trading (including derivatives) are measured at fair value through income statement. Investment securities measured at fair value through other
comprehensive income are also recognised in the financial statements at fair value. As much as possible, financial instruments are valued with reference to quoted, observable market prices or
by using models which employ observable valuation parameters. Where valuation models rely on parameters for which inputs are not observable, judgements and estimation may be required.

As at 30 September 2020, the fair value of trading securities and financial assets measured at fair value through profit or loss, investment securities measured at fair value through other
comprehensive income, loans designated at fair value and life insurance assets was $135,376 million (2019: $113,989 million). The fair value of deposits and other borrowings at fair value, other
financial liabilities at fair value, debt issues at fair value and life insurance liabilities was $47,142 million (2019: $56,979 million). The fair value of outstanding derivatives was a net asset of $313
million (2019: $763 million net asset). The fair value of financial assets and financial liabilities determined by valuation models that use unobservable market prices was $399 million (2019: $399
million) and $13 million (2019: $29 million), respectively. The fair value of financial assets and financial liabilities, including derivatives, is largely determined based on valuation models using
observable market prices and rates. Where observable market inputs are not available, day one profits or losses are not recognised.

We believe that the judgements and estimates used are reasonable in the current market. However, a change in these judgements and estimates would lead to different results as future market
conditions can vary from those expected. Refer to Note 22.

Goodwill

Goodwill represents the excess of purchase consideration, the amount of any non-controlling interest in the acquiree and the acquisition date fair value of any previous equity interest in the
acquiree, over the fair value of the identified net assets of acquired businesses. The determination of the fair value of the assets and liabilities of acquired businesses requires the exercise of
management judgement. Different fair values would result in changes to the goodwill and to the post-acquisition performance of the acquisitions.

Goodwill is tested for impairment annually, or when there is an indication of impairment, by determining if the carrying value of the cash-generating unit (CGU) that it has been allocated to is
recoverable. The recoverable amount is the higher of the CGU’s fair value less costs to sell and its value-in-use. Determination of appropriate cash flows and discount rates for the calculation of
the value in use is subjective. As at 30 September 2020, the carrying value of goodwill was $8,397 million (2019: $8,895 million). A $498 million write-down for impairment of goodwill was
recognised in 2020 (2019: nil). Refer to Note 25.

Superannuation obligations

The actuarial valuation of our defined benefit plan obligations are dependent upon a series of assumptions, the key ones being price inflation, salary growth, mortality, morbidity, discount rate and
investment returns. Different assumptions could significantly alter the amount of the difference between plan assets and defined benefit obligations and the amount recognised directly in retained
profits.

The net superannuation deficit across all our plans as at 30 September 2020 was $530 million (2019: net superannuation deficit of $335 million). As at 30 September 2020, one superannuation
plan was in surplus of $71 million (2019: one plan in surplus of $73 million) and three superannuation plans were in deficit of $601 million (2019: three plans in deficit of $408 million). Refer to
Note 34.
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Income taxes

The Group is subject to income taxes in Australia and jurisdictions where it has foreign operations. All our businesses predominantly operate in jurisdictions with similar tax rates to the Australian
corporate tax rate. Significant judgement is required in determining the worldwide provision for income taxes. There are many transactions and calculations undertaken during the ordinary course
of business for which the ultimate tax determination is uncertain. For these circumstances, we hold appropriate provisions. Where the final outcome of these matters is different from the amounts
that were initially recorded, such differences will impact the current and deferred tax provisions in the period where such determination is made. Refer to Note 7.

Life insurance contract liabilities

The actuarial valuation of life insurance contract liabilities and associated deferred policy acquisition costs are dependent upon a number of assumptions. The key factors impacting the valuation
of these liabilities and related assets are the cost of providing benefits and administering the contracts, mortality and morbidity experience, discontinuance experience and the rate at which
projected future cash flows are discounted. Refer to Note 15.

Impact of COVID-19

The COVID-19 pandemic and the measures put in place domestically and globally to control the spread of the virus have had a significant impact on global economies and financial markets. As a
result, this has increased the uncertainty and judgement required in relation to our critical accounting assumptions and estimates, primarily relating to:

+  expected credit losses; and
+  recoverable amount assessments of intangible assets.

As there is a higher than usual degree of uncertainty associated with these assumptions and estimates, the actual economic conditions are likely to be different from those forecast which may
significantly impact accounting estimates included in these financial statements. The impact of COVID-19 is discussed further in each of the related notes. Refer to Note 13 and Note 25.
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Income statement review

Consolidated income statement'

For the years ended 30 September 2020 2020 2019 2018 2017 2016
(in $m unless otherwise indicated) us$? A$ A$ AS$ AS$ AS$
Interest income 19,366 27,047 33,222 32,571 31,232 31,822
Interest expense (7,412) (10,351) (16,315) (16,066) (15,716) (16,674)
Net interest income 11,954 16,696 16,907 16,505 15,516 15,148
Net fee income 1,140 1,692 1,655 2,424 2,603 2,611
Net wealth management and insurance income 538 751 1,029 2,061 1,800 1,899
Trading income 641 895 929 945 1,202 1,124
Other income 178 249 129 72 529 59
Net operating income before operating expenses and impairment charges 14,451 20,183 20,649 22,007 21,650 20,841
Operating expenses (9,122) (12,739) (10,106) (9,566) (9,282) (9,073)
Impairment charges (2,275) (3,178) (794) (710) (853) (1,124)
Profit before income tax 3,054 4,266 9,749 11,731 11,515 10,644
Income tax expense (1,413) (1,974) (2,959) (3,632) (3,518) (3,184)
Net profit for the year 1,641 2,292 6,790 8,099 7,997 7,460
Profit attributable to NCI (1) (2) (6) 4) (7) (15)
Net profit attributable to owners of WBC 1,640 2,290 6,784 8,095 7,990 7,445
Weighted average number of ordinary shares (millions) 3,590 3,590 3,450 3,406 3,355 3,313
Basic earnings per ordinary share (cents) 45.6 63.7 196.5 2375 238.0 224.6
Diluted earnings per share (cents)® 456 63.7 189.5 230.1 229.3 217.8
Dividends per ordinary share (cents) 22 31 174 188 188 188
48.87 48.87 88.83 79.52 79.28 84.19

Dividend payout ratio (%)*

Overview of performance — 2020 v 2019

Net profit attributable to owners of WBC for 2020 was $2,290 million, a decrease of $4,494 million or 66% compared to 2019. 2020 net profit included a significant increase in impairment charges
due to the economic impact of the COVID-19 pandemic, costs associated with the AUSTRAC proceedings, asset impairments and revaluations, and estimated customer refunds, payments,

associated costs and litigation.

Net interest income decreased $211 million compared to 2019 predominantly due to a decrease in net interest margin of 9 basis points to 2.03%. The movement in net interest income is

attributable to the impact of:

« lower rates on average interest earning assets exceeding benefits from the decrease in the Group’s funding costs, which includes movements in economic hedges; and
+ lower charges for estimated customer refunds and payments than in 2019.

In aggregate, non-interest income decreased $255 million compared to 2019 mainly due to:

+ adecrease in net wealth and insurance income due to lower rates, asset impairment, and severe weather events resulting in higher claims; and

« adecrease in net fee income from lower customer activities and fee waivers, partially offset by

» alower charge for estimated customer refunds and payments compared to 2019; and

+ the realisation of a gain upon the derecognition of an associate.

Operating expenses increased $2,633 million or 26% compared to Full Year 2019. The rise was mainly due to:
+ costs associated with AUSTRAC proceedings including a provision for penalty;
« customer service costs associated with responding to COVID-19; and

+ asset impairments, and an increase in amortisation and impairment of capitalised software; partially offset by provisions for Wealth restructuring in 2019.
Impairment charges were $2,384 million higher compared to 2019 mostly reflecting the deterioration in the economy as a result of the COVID-19 pandemic which has led to a significant increase
in the expected credit losses. Asset quality deteriorated, with stressed exposures®as a percentage of total committed exposures at 1.91%, up 71 basis points compared to 2019

1. Where accounting classifications have changed or where changes in accounting policy are adopted retrospectively, comparatives have been restated and may differ from results previously reported.
2. Australian dollar amounts have been translated into US dollars solely for the convenience of the reader at the rate of A$1.00 = US$0.7160 (refer to ‘Reading this report’ section).

3. Based on basic earnings per share, with the weighted average number of fully paid ordinary shares outstanding adjusted for the conversion of dilutive potential ordinary shares, issued for no consideration, and after adjusting

earnings for distributions on dilutive potential ordinary shares.

4. Adjusted for Treasury shares.

5. Stressed exposures do not include exposures which are on an active COVID 19 deferral package as of September 2020.
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The effective tax rate of 46.3% was higher than the 2019 effective tax rate of 30.4% predominantly due to both the provision for the AUSTRAC penalty and goodwill impairment being non-
deductible.

The Board has determined a final dividend of 31 cents per ordinary share. The full year ordinary dividends of 31 cents is lower than the ordinary dividends declared in 2019 and represents a
payout ratio of 48.87%. The full year ordinary dividend is fully franked.

Income statement review — 2020 v 2019

Net interest income — 2020 v 2019

$m 2020 2019 2018
Interest Income 27,047 33,222 32,571
Interest expense (10,351) (16,315) (16,066)
Net interest income 16,696 16,907 16,505
Increase/(decrease) in net interest income

Due to change in volume 496 397 648
Due to change in rate (707) 5 341
Change in net interest income (211) 402 989

Net interest income decreased $211 million or 1% compared to 2019. Key features include:

« 3% growth in average interest earning assets from increased holdings of third party liquid assets, from a higher liquidity position driven by strong deposit inflow partly offset by Australian
based lending;

«  Other interest earning assets increased due the deployment of excess liquidity to assets under reverse repurchase agreements, and higher collateral balances; and

+  Group net interest margin decreased 9 basis points to 2.03%. Refer to Interest spread and margin — 2020 v 2019 for primary drivers of margin movement.

Total loans decreased $21.7 billion or 3% compared to 2019. Excluding foreign currency translation impacts, total loans decreased $20.8 billion or 3%.

Key features of loan movements were:

+ Australian housing loans declined mostly from accelerated payments. The decline was in investor property lending down $10.6 billion or 6% with owner occupied lending up $5.3 billion or 2%;

« Australian personal lending decreased across credit cards, personal loans and auto lending. This was consistent with the overall market trends in unsecured lending and auto finance with
customers reducing debt and adopting other forms of finance;

« Australian business lending contracted from lower demand for investment and working capital requirements along with higher institutional repayments;

*  Most of the increase in New Zealand lending was in housing, with the property market continuing to grow with business lending also a little higher. This was partly offset by lower personal
loans due to customer deleveraging and increased competition;

« Overseas lending decreased due to lower trade finance in Asia; and
«  Provision balances increased from changes in the economic scenarios and weightings used in AASB 9 provision models.

Deposits and other borrowings excluding certificates of deposit increased $30.9 billion or 6% compared to 2019. Excluding foreign currency translation impacts, deposits and other borrowings
excluding certificates of deposit increased $32.0 billion or 6%.

Key features of deposits and other borrowings excluding certificates of deposit growth were:

« Australian deposits and other borrowings excluding certificates of deposit grew and the mix shifted from term deposits to at call products. Non-interest bearing deposits grew mainly due to
$4.9 billion of higher mortgage offset balances;

+ New Zealand deposits and other borrowings excluding certificates of deposit increased across both households and businesses. The trends in deposit growth were similar to Australia with
term deposits declining and at call increasing; and

« Overseas deposits and other borrowings excluding certificates of deposit decreased with all of the decline in the second half of the year as we continued to reduce our exposure to
international regions.
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Interest spread and margin — 2020 v 2019

$m 2020 2019 2018
Group

Net interest income 16,696 16,907 16,505
Average interest earning assets 821,718 798,924 774,944
Average interest bearing liabilities 745,641 734,282 715,509
Average net non-interest bearing assets liabilities and equity 76,077 64,642 59,435
Interest spread’ 1.90% 1.94% 1.95%
Benefit of net non-interest bearing assets, liabilities and equity? 0.13% 0.18% 0.18%
Net interest margin® 2.03% 2.12% 2.13%

Group net interest margin of 2.03% decreased 9 basis points from 2019. Key features include:

Estimated customer refunds and payments contributed to an increase in margin of 2 basis points; and
Except for these items, net interest margin decreased 11 basis points driven by:

» 11 basis point decrease from lower deposit spreads and hedges due to the low interest rate environment. This was partially offset by changes in the mix of the portfolio with customers moving to

at call accounts from term deposits;

« 7 basis point decrease from higher holdings of third party liquid assets due to our deployment of excess liquidity generated by strong deposit inflows and lower lending; and

« 4 basis point decrease from capital and other primarily due to lower income earned on hedged balances, this was partially offset by:
* 6 basis point increase from lower short term funding costs;

« 5 basis point increase from loan spreads with pricing changes to Australian mortgages and business loans partially offset by increased competition driving lower rates on new lending and

retention pricing, and the impact of customers switching to lower spread fixed rate loans; and
» Treasury and Markets contribution was flat on 2019 with interest rate risk management offset by fair value adjustments.

Non-interest income - 2020 v 2019

$m 2020 2019 2018
Net fee income 1,592 1,655 2,424
Net wealth management and insurance income 751 1,029 2,061
Trading income 895 929 945
Other income 249 129 72
Non-interest income 3,487 3,742 5,502

Non-interest income of $3,487 million decreased $255 million or 7% compared to 2019.
Net fee income decreased $63 million or 4% primarily resulting from:

The impacts of COVID-19 including fee waivers for customer support packages, lower interchange fees, and a decline in international card volumes;

A decline in institutional customer activity impacting syndication, arrangement and structured finance fee income (down $79 million), partially offset by:

Estimated customer refunds and payments which were $133 million in 2020 compared to $283 million in 2019.

Net wealth management and insurance income decreased $278 million or 27% primarily due to:

Lower life insurance income (down $355 million) due to asset impairment and deferred acquisition cost write-offs;
Lower general insurance income (down $105 million) due to elevated claims for bushfires and severe weather events;

Lower platform income (down $93 million) as customers migrated to lower margin products, a decline of funds under administration in line with lower markets and the impact of lower interest rates on

managed cash balances;

Lower superannuation income (down $78 million) from pricing changes, customer migration to lower margin products, the impact of Protecting Your Super legislation, and the early release of

superannuation.

Interest spread is the difference between the average yield on all interest earning assets and the average yield on all interest bearing liabilities.

The benefit of net non-interest bearing assets, liabilities and equity is determined by applying the average yield paid on all interest bearing liabilities to the average level of net non-interest bearing

funds as a percentage of average interest earning assets.
Net interest margin is calculated by dividing net interest income by average interest earning assets.
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Trading income decreased $34 million or 4% primarily due to:

«  Offshore earnings hedges;

«  Lower client demand impacting sales performance; partially offset by

»  Higher non-customer income across fixed income and foreign exchange products benefiting from volatile markets.

Other income increased $120 million primarily due to a higher gain relating to the revaluation of an investment in Zip Co Limited ($303 million) partially offset by the realisation of a foreign currency loss
related to the closure of the Mumbai branch in 2020 and the non-repeat of prior year asset sales and revaluations related to Paymark, Coinbase and 316 George Street.

Operating expenses — 2020 v 2019

$m 2020 2019 2018
Staff expenses 5,015 5,038 4,887
Occupancy expenses 1,016 1,023 1,033
Technology expenses 2,643 2,319 2,110
Other expenses 4,065 1,726 1,536
Total operating expenses 12,739 10,106 9,566
Total operating expenses to net operating income ratio (%) 63.12% 48.94% 43.47%

Operating expenses increased $2,633 million or 26% compared to 2019. Key features include:

«  Provisions and costs for the AUSTRAC proceedings ($1,478 million higher);

«  Write-down of intangible items ($668 million higher);

«  Asset sales and revaluations ($119 million higher); and

«  Costs associated with estimated customer refunds, payments, costs and litigation ($54 million higher);

«  Partly offset by non-repeat of costs associated with the exit of personal advice businesses ($241 million lower).

Except for these items, operating expenses increased $555 million or 6%. The following discussion excludes the impact of these key items.
Staff expenses increased $119 million or 2% from:

« Additional FTE (up 3,561) over the year as we responded to the operational requirements of higher volumes associated with COVID-19 activities, and additional resources for risk and compliance
(including financial crime);

« Salary costs were higher as staff took less leave over the year; and
«  Lower short-term incentives and productivity benefits partly offset these increases.

Occupancy expenses decreased $7 million or 1% from:

«  Savings from onshore retail branch closures; and

+  Lower depreciation on operating leases;

« Partly offset by exit costs associated with reducing our branch footprint.

Technology expenses increased $190 million or 8% mainly due to:

«  Higher amortisation, including the full-year impact of the Customer Service Hub; and

+  Higher telecommunication and software licensing costs mainly due to increased capacity and capability to support our staff working from home.
Other expenses increased $253 million or 16% due to:

* Increased spending on risk and compliance; and

«  Costs associated with supporting COVID-19 activities, including the onshoring of certain activities.
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Impairment charges - 2020 v 2019

$m 2020 2019 2018
Total impairment charges 3,178 794 710
Impairment charges to average gross loans (basis points) 45 1" 10

Impairment charges significantly increased to $3,178 million in 2020 (equivalent to 45 basis points of gross loans), up $2,384 million compared to 2019.
Total new collectively assessed provisions (CAP) charges were $2,090 million higher due to a $2,167 million increase in CAPs partially offset by a $77 million decrease in write-offs.
The increase in other changes in CAP was driven by the following:

* Changes in forward-looking economic inputs, increased weighting of a downside economic scenario and increased overlay provisions from estimated impacts of the COVID-19 pandemic,
predominately within the First Half 2020; and

* Arise in 90+ day delinquencies in the mortgage portfolio; and the downgrade of certain customers in the Business division.

Total new individually assessed provisions (IAPs), write-backs and recoveries were $294 million higher than 2019. This was predominately due to higher new IAPs for five large exposures
(three WIB Asia, one Business and one New Zealand). The higher IAPs were partially offset by higher recoveries in the unsecured portfolio.

Income tax expense - 2020 v 2019

$m 2020 2019 2018
Income tax expense 1,974 2,959 3,632
Tax as a percentage of profit before income tax expense (effective income tax rate) 46.27% 30.35% 30.96%

The effective tax rate of 46.3% in 2020 was significantly higher than the 2019 effective tax rate of 30.4%. The effective tax rate is above the Australian corporate tax rate of 30% with the key
drivers being the non-deductible provision and associated costs for the penalty relating to AUSTRAC civil proceedings, and non-deductible goodwill impairments.
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Overview of performance - 2019 v 2018

During 2019, Westpac adopted AASB 9 Financial Instruments (AASB 9) and AASB 15 Revenue from Contracts with Customers (AASB 15). As the Group chose to apply the standards
prospectively, comparatives have not been restated.

Adopting the new standards has resulted in measurement and classification differences between 2019 and prior years. The significant differences are:

« the measurement of credit loss provision and impairment charges are now on an expected loss basis;

« line fees (mainly in Business) are now recognised in net interest income, previously most was recognised in net fee income;

* interest on performing loans is now measured on the gross loan value. Previously, interest was recognised on the loan balance net of impairment provision; and

< certain items previously netted are now presented on a gross basis, including payments from credit card schemes which were previously netted against related expenditure.

The changes have little impact on net profit but a more significant impact on individual line items. As these changes have only been applied from 1 October 2018, it is difficult to compare some
line items across years. These changes are discussed further in Section 3, Note 1.

Net profit attributable to owners of Westpac Banking Corporation for 2019 was $6,784 million, a decrease of $1,311 million or 16% compared to 2018. 2019 included significant increases in
provisions for estimated customer refunds, payments, associated costs, and litigation, along with costs associated with restructuring of the wealth business, which together reduced net profit
after tax by $1,130 million. These items are discussed further in Note 27 to the financial statements. A summary of the impact of provisions for estimated customer refunds, payments,
associated costs, and litigation and wealth restructuring costs split across income statement line items is shown in the ‘Divisional performance’ section.

Net interest income increased $402 million or 2% compared to 2018 driven by an increase of $686 million due to the reclassification of line fees from net fee income to interest income, partly
offset by $239 million increase in provisions for estimated customer refunds, payments, associated costs, and litigation. Excluding the impact of these items, net interest income was flat compared
to 2018. Average interest earning assets grew 3% primarily from Australian and New Zealand housing, offset by a lower margin. Reported net interest margin decreased 1 basis point to 2.12%.
Net fee income decreased $769 million or 32% compared to 2018 primarily due to the reclassification of line fees to net interest income ($667 million in 2018) and $126 million increase in
provisions for estimated customer refunds, payments, associated costs and litigation.

Net wealth management and insurance income decreased $1,032 million or 50% compared to 2018 primarily due to additional provisions for estimated customer refunds, payments, associated
costs, and litigation of $531 million, higher general insurance claims from severe weather events $69 million, cessation of grandfathered advice commissions $42 million, lower wealth
management income due to changes in platform pricing structure, and exit of the Hastings business in 2018.

Trading income decreased $16 million or 2% compared to 2018. The decline mainly relates to a change in methodology in derivative valuation adjustments partially offset by higher
non-customer income.
Other income is up $57 million or 79% compared to 2018, primarily due to the non-repeat of a 2018 impairment charge on an equity holding of $104 million.

Operating expenses increased $540 million or 6% compared to 2018. The increase was mainly due to a $349 million increase in provisions for estimated customer refunds, payments, associated
costs, and litigation and wealth reset, higher technology expenses of $174 million, a rise in regulatory, compliance and investment related spend of $170 million, partially offset by the exit of the
Hastings business in 2018 of $158 million and a net productivity benefit.

Impairment charges were $84 million or 12% higher compared to 2018. Asset quality remained sound, with stressed exposures as a percentage of total committed exposures at 1.20%, up 12
basis points over the year.

The effective tax rate of 30.4% in 2019 was lower than the 2018 effective tax rate of 31.0%. The lower effective tax rate in 2019 reflects a decrease in non-deductible expenses from the non-
repeat of the 2018 gooduwill write-off associated with the exit of Hastings.

The Board has determined a final dividend of 80 cents per ordinary share. The full year ordinary dividends of 174 cents is lower than the ordinary dividends declared in 2018 and represents a
pay-out ratio of 88.83%. The full year ordinary dividend is fully franked.
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Income statement review — 2019 v 2018

Net interest income — 2019 v 2018

Net interest income increased $402 million or 2% compared to 2018. Key features include:

+ 3% growth in average interest-earning assets, primarily from Australian and New Zealand housing and higher third party liquids;

= Group net interest margin decreased 1 basis point to 2.12%. Refer to Interest spread and margin — 2019 v 2018 for primary drivers of margin movement.
Loans increased $5.1 billion or 1% compared to 2018. Excluding foreign currency translation impacts, loans increased $2.9 billion.

Key features of loan growth were:

+ Australian housing loans increased $4.5 billion or 1% with $60.6 billion of new lending partially offset by $56.1 billion of run off. Owner occupied balances grew 3% and comprised 58% of the
portfolio, while investor property lending decreased 1%;

+ Australian personal loans decreased $1.8 billion or 8%, across personal lending, credit cards and auto finance. Demand for unsecured lending continued to decline in 2019 with our
experience in line with the market;

+ Australian business and institutional loans decreased $2.0 billion or 1%, mostly due to lower institutional property lending as divisions prioritised returns over growth, partially offset by growth
in agricultural lending;

+Australian provision balances increased $0.8 billion or 32% at the start of the year mostly from the implementation of AASB 9 on 1 October 2018, which calculates credit
loss provisioning on an expected loss basis; and

»  New Zealand lending increased A$4.4 billion or 6%. Housing loans grew 7%, mostly in fixed rate products and business lending increased 6%, supported by growth in agricultural, and
property lending. This was partially offset by a decline personal lending and credit cards.

Deposits and other borrowings excluding certificates of deposit increased $6.8 billion or 1% compared to 2018. Excluding foreign currency translation impacts, deposits and other borrowings
excluding certificates of deposit increased $4.7 billion.

Key features of deposits and other borrowings excluding certificates of deposit growth were:

+ Australian deposits and other borrowings excluding certificates of deposit increased $2.4 billion or 1%, mostly from an increase in savings and transactional deposits, partially offset by a
reduction in term deposits. Non- interest bearing deposits were up 4% from increased mortgage offset balances; and

+ New Zealand deposits and other borrowings excluding certificates of deposit increased A$3.1 billion or 5%, as term deposits were up 4% and interest bearing transactional deposits were up
12%. Non-interest bearing deposits increased 18%, from growth in business and consumer transactional deposits.

Certificates of deposit decreased $2.8 billion or 7%, reflecting reduced short-term wholesale funding issuance in this form.

Interest spread and margin — 2019 v 2018
Group net interest margin of 2.12% decreased 1 basis point from 2018. Key features include:
» Provisions for estimated customer refunds, payments, associated costs, and litigation contributed to a reduction in margin of 3 basis points;

« 11 basis points increase from the adoption of AASB 15 and AASB 9 primarily related to the reclassification of line fees from net fee income to net interest income and the measurement of
interest on performing loans based on the gross loan value; and

«  Except for these items, net interest margin decreased 9 basis points driven by:

+ Changes in short term wholesale funding rates having little impact with the average cost being similar in 2018 and 2019 despite the sharp reduction in bank bill swap rate (BBSW) in the
second half of 2019;

« Loan spreads were little changed, with the impact from changes to pricing of Australian variable mortgages being offset by competition, retention pricing and changes in the mix of the
mortgage portfolio with customers switching from interest only to principal and interest;

« 2 basis point decrease from lower customer deposit spreads due to broad based competition and the impact from lower interest rates, particularly in the second half of 2019;
« 2 basis point decrease from liquidity primarily due to increased balances of third party liquid assets; and

« Treasury & Markets contribution decreased 5 basis points due to lower Treasury revenue from interest rate risk management (3 basis points), and fair value adjustments (2 basis points).
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Non-interest income — 2019 v 2018
Non-interest income decreased $1,760 million or 32% compared to 2018. Key features include:
+  $657 million decrease from provisions for estimated customer refunds, payments, associated costs, and litigation;

+  $508 million decrease from the adoption of AASB 15 primarily related to the reclassification of line fees from net fee income to net interest income ($667 million) and reclassification of certain
items previously netted that are now presented on a gross basis (up $159 million);

+  Exit of Hastings business in 2018 ($203 million); and
+  Except for these items, non-interest income decreased by $392 million due to reduced net wealth management and insurance income and lower trading income.

Net fee income decreased $769 million or 32%, including $126 million additional provisions for estimated customer refunds, payments, associated costs, and litigation mostly related to financial
planning, reclassification of line fees from non-interest income to net interest income as a result of the adoption of AASB 15 to more appropriately reflect the relationship with drawn lines of credit
(down $667 million) and the reclassification of certain items previously netted that are now presented on a gross basis including card scheme support payments (up $153 million).

Except for these items, net fee income decreased $129 million or 6% mainly from:
+  Lower advice income following the exit of financial planning (down $76 million);

+  Lower revenue from payments and transaction fees (down $34 million) driven by increased merchant costs and lower account based fees in New Zealand following the decision to simplify
certain consumer fees; and

« A decrease in business lending and mortgage fees largely due to reduced new lending volumes (down $27 million); partly offset by
+  Higher corporate and institutional lending fees largely from syndication fees generated in the first half of 2019 (up $10 million).

Net wealth management and insurance income decreased $1,032 million or 50% compared to 2018, including additional provisions for estimated customer refunds, payments, associated costs,
and litigation (mostly related to financial planning) of $531 million. Additionally, there was no contribution from Hastings, following the exit of the business in 2018 (down $203 million).

Except for these items, net wealth management and insurance income decreased $298 million, mainly from:
+ Insurance income decreased $139 million from:

— A reduction in general insurance income (down $69 million) from higher claims, including the New South Wales hailstorm and Queensland floods;

— A reduction in life insurance income (down $39 million) following the implementation of regulatory reforms (“Protect Your Super”) and higher claims and movement in policyholder tax
recoveries (down $23 million); and

— Lower LMI income (down $8 million) primarily from a reduction in loans written at higher LVR bands.

+  Lower Platforms and Superannuation income (down $98 million) primarily driven by margin compression from full year impact of platform repricing, implementation of regulatory reforms
(‘Protect your Super’), product mix changes and outflows in legacy platforms. This has been partly offset by an 89% increase in BT Panorama funds to $23 billion due to inflows and higher
asset markets; and

+  Cessation of grandfathered commission payments (down $42 million).

Trading income decreased $16 million or 2% compared to 2018, primarily driven by the derivative valuation adjustment (down $78 million) partially offset by higher non-customer income.
Other income increased $57 million or 79% compared to 2018, reflecting the impairment loss on the remaining Pendal shares in 2018 that did not repeat ($104 million), higher gains from asset
sales and revaluation of a Fintech investment ($98 million), partially offset by loss on financial instruments measured at fair value ($100 million), lower rental income from operating leases ($35
million) and the impact of hedging future earnings (down $19 million).

Operating expenses — 2019 v 2018

Operating expenses increased $540 million or 6% compared to 2018. Key features include:

+ increased costs associated with the Wealth Reset ($241 million higher);

« estimated costs associated with implementing customer refunds and payments and litigation ($108 million higher);

+ anincrease due to the reclassification of $238 million predominantly related to merchant and card schemes from non-interest income to operating expenses; and

+ reduced costs from the exit of the Hastings business ($158 million).
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Except for these items, operating expenses increased $111 million, primarily driven by regulatory and compliance costs ($99 million higher) and investment related spend ($71 million higher) with
productivity offsetting underlying cost growth.

Staff expenses increased $151 million or 3% compared to 2018. This was due to costs associated with the Wealth Reset and estimated costs associated with implementing customer refunds and
payments and litigation ($231 million higher). Except for these items, staff expenses decreased $80 million primarily due to a 5% decrease in FTE from productivity initiatives related to
organisation simplification and channel optimisation along with lower variable reward. This was partly offset by annual salary increases and the Group’s investment programs having a higher
proportion of spend expensed during the year.

Occupancy expenses decreased $10 million or 1% compared to 2018, driven by the reduction in branch numbers (down 61), the exit of 4 corporate sites and the removal of 375 ATMs. This was
partly offset by annual rental increases and costs associated with branch and ATM rationalisation.

Technology expenses increased $209 million or 10%. This was due to costs associated with the Wealth Reset and estimated costs associated with implementing customer refunds and payments
and litigation ($35 million higher). Except for these items, technology expenses increased $174 million largely due to higher amortisation of software assets ($91 million higher) as key platforms
became operational, including the Customer Service Hub, New Payments Platform and Panorama.

Other expenses increased $190 million or 12%. This was due to costs associated with the Wealth Reset and estimated costs associated with implementing customer refunds and payments and
litigation ($83 million higher). Except for these items, expenses increased $107 million from increased professional services costs primarily related to regulatory and compliance activity on
Financial Crime, data privacy, product and system simplification and risk management, and higher marketing expenses, partly offset by lower costs associated with the exit of Hastings business
($111 million lower) and the Royal Commission.

Impairment charges — 2019 v 2018

Asset quality remained sound through 2019 with stressed exposures to total committed exposures increasing by 12 basis points to 1.20%. The increase in stressed exposures was due to higher
impaired and higher 90+ days but not impaired facilities. Emerging stress is mostly from an increase in mortgage delinquencies due to the softening of economic activity and falling house prices.

Given modest change in asset quality, impairment charges have remained low at $794 million in 2019, equal to 11 basis points of gross loans.
Impairment charges for 2019 of $794 million were up $84 million when compared to 2018.
Key movements included:

+  The introduction of AASB9 required the removal of the recognition of the time value of money on performing collective provisions which contributed $115 million increase in impairment
charges; and

+  Write-offs, included in non-performing provisions, were $95 million higher principally in Australian unsecured lending portfolios including Auto finance and from increases in customers utilising
hardship; partially offset by

+ Non performing provisions relating to new individually assessed provisions (IAPs) were $28 million lower due to lower provisions required in the Business division and New Zealand, partially
offset by an increase in WIB; and

+ A higher economic overlay release of $96 million 2019 (2018: $22 million). Refer to Note 13.

Income tax expense — 2019 v 2018

The effective tax rate of 30.4% in 2019 was lower than the 2018 effective tax rate of 31.0%. The lower effective tax rate in 2019 reflects a decrease in non-deductible expenses which included
penalties and the non-repeat of the 2018 write-off of the Hastings goodwill associated with the exit of that business which was non-deductible.
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The effective tax rate above the Australian corporate tax rate of 30% reflects several Tier 1 Instruments whose distributions are not deductible for Australian taxation purposes.

Balance sheet review

Selected consolidated balance sheet data’
The detailed components of the balance sheet are set out in the notes to the financial statements.

2020 2020 2019 2018 2017 2016
As at 30 September ussm? A$m A$m A$m A$m A$m
Cash and balances with central banks 21,572 30,129 20,059 26,788 18,786 17,397
Collateral paid 3,421 4,778 5,930 4,787 5716 8,205
Trading securities and financial assets measured at fair value through income statement and available-
for-sale securities and investment securities 94,659 132,206 105,182 84,251 86,693 82,841
Derivative financial instruments 16,731 23,367 29,859 24,101 24,033 32,227
Loans 496,230 693,059 714,770 709,690 684,919 661,926
Life insurance assets 2,573 3,593 9,367 9,450 10,643 14,192
All other assets 17,767 24,814 21,459 20,525 21,085 22,414
Total assets 652,953 911,946 906,626 879,592 851,875 839,202
Collateral received 1,611 2,250 3,287 2,184 2,477 1,784
Deposits and other borrowings 423,250 591,131 563,247 559,285 533,591 513,071
Other financial liabilities 29,302 40,925 29,215 28,105 30,799 28,704
Derivative financial instruments 16,507 23,054 29,096 24,407 25,375 36,076
Debt issues 107,633 150,325 181,457 172,596 168,356 169,902
Life insurance liabilities 1,000 1,396 7,377 7,597 9,019 12,361
All other liabilities 7,762 10,842 5,614 3,580 3,250 3,318
Total liabilities excluding loan capital 587,065 819,923 819,293 797,754 772,867 765,216
Total loan capital 17,147 23,949 21,826 17,265 17,666 15,805
Total liabilities 604,212 843,872 841,119 815,019 790,533 781,021
Net assets 48,741 68,074 65,507 64,573 61,342 58,181
Total equity attributable to owners of WBC 48,704 68,023 65,454 64,521 61,288 58,120
NCI 37 51 53 52 54 61
Total shareholders’ equity and NCI 48,741 68,074 65,507 64,573 61,342 58,181
Average balances
Total assets 658,777 920,080 894,724 873,310 854,058 831,439
Loans and other receivables® 499,894 698,176 695,240 681,201 657,628 631,266
Total equity attributable to owners of WBC 48,698 68,014 63,714 62,017 58,556 55,896
NCI 37 52 50 31 20 575

1. Where accounting classifications have changed or where changes in accounting policy are adopted retrospectively, comparatives have been restated and may differ from results previously reported.

Australian dollar amounts have been translated into US dollars solely for the convenience of the reader at the rate of A$1.00 = US$0.7160 (refer to ‘Reading this report’ section).

3. Includes interest earning balances. For 2020 and 2019, loans and other receivables are net of Stage 3 provision for ECL on loans to reflect the Group’s adoption of AASB 9 in 2019. Prior to 2019, loans and other receivables are net
of provision for impairment charges on loans. Other receivables include cash and balances with central banks and other interest earning assets.

N
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Summary of consolidated ratios

As at 30 September 2020 2020 2019 2018 2017 2016
(in $m unless otherwise indicated) ussm’ A$m A$m A$m A$m A$m

Profitability ratios (%)

Net interest margin? 2.03 2.03 2.12 213 2.06 2.10
Return on average assets® 0.25 0.25 0.76 0.93 0.94 0.90
Return on average ordinary equity* 3.37 3.37 10.65 13.05 13.65 13.32
Return on average total equity® 3.36 3.36 10.64 13.05 13.64 13.18
Capital ratios (%)

Average total equity to average total assets 7.40 7.40 713 7.10 6.86 6.79
Common equity Tier 1 11.13 11.13 10.67 10.63 10.56 9.48
Tier 1 ratio 13.23 13.23 12.84 12.78 12.66 11.17
Total capital ratio 16.38 16.38 15.63 14.74 14.82 13.11
Earnings ratios

Basic earnings per ordinary share (cents)® 45.6 63.7 196.5 237.5 238.0 2246
Diluted earnings per ordinary share (cents)’ 45.6 63.7 189.5 2301 229.3 217.8
Dividends per ordinary share (cents) 22 31 174 188 188 188
Dividend payout ratio (%) 48.87 48.87 88.83 79.52 79.28 84.19
Credit quality ratios

Loans written off (net of recoveries) 700 977 982 948 1,488 1,052
Loans written off (net of recoveries) to average loans (bps) 14 14 14 14 22 16

Balance sheet review

During 2020, our balance sheet composition shifted, with higher levels of liquid assets from higher inflows of deposits and utilisation of the Term Funding Facility (TFF) in place of debt issuance.
Our lending portfolio also experienced net outflows during the period. This shift impacted our margins and profitability.

Assets — 2020 v 2019

Total assets as at 30 September 2020 were $911.9 billion, an increase of $5.3 billion or 1% compared to 30 September 2019. Significant movements during the year included:

+ cash and balances with central banks increased $10.1. billion or 50% reflecting higher liquid assets held in this form;

-+ trading securities and financial assets measured at fair value through income statement (FVIS) and investment securities increased $27.0 billion or 26% reflecting higher balances held in this
form;

- derivative assets decreased $6.5 billion or 22% mainly driven by movements in cross currency swaps and foreign currency forward contracts;

+ loans decreased $21.7 billion or 3%. Refer to loan quality — 2020 v 2019 below for further information;

+ Life insurance assets decreased $5.8 billion or 62% mainly due to transfer of assets to non-consolidated funds, partly offset by consolidation of new funds; and

+  Other assets increased $3.3 billion or 16% mainly due to the adoption of AASB 16, higher deferred tax assets from the impact of provision for ECL, partly offset by impairment of intangible
assets.

Australian dollar amounts have been translated into US dollars solely for the convenience of the reader at the rate of A$1.00 = US$0.7160 (refer to ‘Reading this report’ section).

Calculated by dividing net interest income by average interest earning assets.

Calculated by dividing net profit attributable to owners of Westpac Banking Corporation by average total assets.

Calculated by dividing net profit attributable to owners of Westpac Banking Corporation by average ordinary equity.

Calculated by dividing net profit attributable to owners of Westpac Banking Corporation by average ordinary equity and non-controlling interests.

Based on the weighted average number of fully paid ordinary shares.

Based on basic earnings per share, with the weighted average number of fully paid ordinary shares outstanding adjusted for the conversion of dilutive potential ordinary shares, issued for no consideration, and after adjusting
earnings for distributions on dilutive potential ordinary shares.

NGO AN =
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Liabilities and equity — 2020 v 2019
Total liabilities as at 30 September 2020 were $843.9 billion, an increase of $2.8 billion, flat, compared to 30 September 2019. Significant movements during the year included:
+ deposits and other borrowings increased $27.9 billion or 5%;

+ other financial liabilities increased $11.7 billion or 40% mainly driven by higher securities sold under agreements to repurchase as the Group accessed the TFF and securities purchased not
delivered, partly offset by lower accrued interest payable and interbank deposits;

- derivative liabilities decreased $6.0 billion or 21% driven by movements in cross currency swaps and foreign currency forward contracts;

+ debt issues decreased $31.1 billion or 17% ($29.2 billion or 16% decrease excluding foreign currency impacts);

« life insurance liabilities decreased $6.0 billion or 81% mainly due to transfer of liabilities to non-consolidated funds, partly offset by consolidation of new funds
+ loan capital increased $2.1 billion or 10% mainly due to the issuance of US$1.5 billion Tier 2 capital instruments; and

+  Other liabilities increased $5.2 billion or 93% mainly due to the adoption of AASB 16 and higher provisions.

Equity attributable to owners of Westpac Banking Corporation increased $2.6 billion or 4% reflecting $2.8 billion of new shares issuances, 2019 final dividend reinvestment plan and retained
profits, partly offset by 2019 final dividends paid in First Half 2020.

Loan quality — 2020 v 2019

$m 2020 2019 2018
Total gross loans’ 698,661 718,378 712,504
Average gross loans

Australia 615,541 622,241 611,398
New Zealand 82,170 78,065 73,000
Other overseas 15,089 16,615 16,228
Total average gross loans 712,800 716,921 700,626

Total gross loans represented 77% of the total assets of the Group as at 30 September 2020, 2% lower compared with 30 September 2019. The decrease was mainly due to greater holdings of
liquid assets and lower mortgages.

Australian average gross loans were $615.5 billion in 2020, a decrease of $6.7 billion or 1% from $622.2 billion in 2019. This decrease was due to lower lending across mortgages, business
lending and personal lending.

New Zealand average gross loans were $82.2 billion in 2020, an increase of $4.1 billion or 5% from $78.1 billion in 2019. Excluding foreign currency translation impacts, New Zealand average
gross loans grew $4.3 billion or 6%. The growth was mostly from housing loans and business lending, partially offset by lower personal lending.

Other overseas average loans were $15.1 billion in 2020, a decrease of $1.5 billion or 9% from $16.6 billion in 2019. This was due to lower trade finance in the Asia region. The reduction was
partly offset by foreign currency translation impacts as the AUD depreciated against the USD.

Approximately 12% of the loans at 30 September 2020 mature within one year and 17% mature between one year and five years. Retail lending comprises the majority of the loan portfolio
maturing after five years.

Housing and personal loans that were past due, can be disaggregated based on days overdue as follows:

Consolidated 2020 2019

$m 30-89 days 90+ days Total 30-89 days 90+ days Total
Loans

Loans - housing 2,682 7,399 10,081 3,574 4,063 7,637
Loans - personal 260 347 607 395 356 751
Total 2,942 7,746 10,688 3,969 4,419 8,388

1. Gross loans are stated before related provision for ECL/impairment charges on loans and credit commitments.
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Impaired exposures'?

$m 2020 2019 2018 2017 2016

Impaired Loans

Housing and business loans:

Gross 2,357 1,327 1,019 1,142 1,851
Provisions (916) (534) (458) (507) (885)
Net 1,441 793 561 635 966

Personal loans greater than 90 days past due:

Gross 406 405 371 373 277

Provisions (232) (248) (189) (195) (166)

Net 174 157 182 178 111
Restructured:

Gross 16 31 26 27 31

Provisions (4) (10) (6) (12) (16)

Net 12 21 20 15 15
Net impaired exposures 1,627 971 763 828 1,092
Provisions for ECL/impairment on loans and credit commitments
Individually assessed provisions 611 412 422 480 869
Collectively assessed provisions 5,521 3,501 2,631 2,639 2,733
Total provisions for ECL/impairment on loans and credit commitments 6,132 3,913 3,053 3,119 3,602
Loan quality
Total provisions for ECL/impaired charges on impaired exposures to total impaired exposures 41.45% 44.92% 46.12% 46.30% 49.42%
Gross impaired exposures to total gross loans 0.40% 0.25% 0.20% 0.22% 0.32%
Total provisions for ECL/impairment on loans and credit commitments to gross loans 0.88% 0.54% 0.43% 0.45% 0.54%
Total provisions for ECL/impairment on loans and credit commitments to gross impaired exposures 220.7% 222.0% 215.6% 202.3% 166.8%

Credit quality deteriorated over 2020, with total stressed exposures to TCE increasing by 71 basis points to 1.91% driven mainly by the impacts of the COVID-19 pandemic. Total impaired
exposures as a percentage of total gross loans were 0.40% at 30 September 2020, an increase of 0.15% from 0.25% at 30 September 2019.

At 30 September 2020, we had four impaired counterparties with exposure greater than $50 million, accounting for 15% of total impaired loans. This compares to one impaired counterparty with
exposure greater than $50 million in 2019 accounting for 4% of total impaired loans. There were five impaired counterparties at 30 September 2020 that were less than $50 million and greater
than $20 million (2019: one impaired counterparty).

At 30 September 2020, 80% of our exposure was to either investment grade or secured consumer mortgage segment (2019: 79%, 2018: 79%) and 96% of our exposure as at 30 September 2020
was in Australia, New Zealand and the Pacific region (2019: 96%, 2018: 95%).

We believe that Westpac remains appropriately provisioned. Total impairment provisions for impaired exposure to total impaired exposure coverage at 41.5% at 30 September 2020 compared to
44.9% at 30 September 2019. Total provisions for ECL on loans and credit commitments to total impaired exposures represented 221% of total impaired loans as at 30 September 2020, down
from 222.0% at 30 September 2019. Total provisions for ECL on loans and credit commitments to total loans were 0.88% at 30 September 2020, up from 0.54% at 30 September 2019 (2018:
0.43%).

Group mortgage loans 90 days past due at 30 September 2020 were 1.50% of outstandings, up from 0.82% of outstandings at 30 September 2019 (2018: 0.67%).

Group other consumer loan delinquencies (including credit card and personal loan products) were 2.09% of outstandings as at 30 September 2020, up from 1.69% of outstandings as at 30
September 2019 (2018: 1.64%).

Potential problem loans as at 30 September 2020 amounted to $1,455 million, an increase of 12.2% from $1,297 million at 30 September 2019.

Potential problem loans are facilities that are performing and no loss is expected, but the customer demonstrates significant weakness in debt servicing or security cover that could jeopardise
repayment of debt on current terms if not rectified. Potential problem loans are identified using established credit frameworks and policies, which include the ongoing monitoring of facilities
through the use of watchlists.

1. 2020 and 2019 provisions were determined under AASB 9. 2018, 2017 and 2016 provisions were determined under AASB 139.
2. Impaired provisions relating to impaired loans include IAP plus the proportion of the CAP that relates to impaired loans. The proportion of the CAP that relates to impaired loans was $541 million as at 30 September 2020 (2019: $380
million, 2018: $231 million, 2017: $234 million, 2016: $198 million). This sum is compared to the total gross impaired loans to determine this ratio.
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Capital resources
APRA measures an ADI’s regulatory capital using three measures:

« Common Equity Tier 1 Capital (CET1) comprises the highest quality components of capital that consists of paid-up share capital, retained profits and certain reserves, less certain intangible
assets, capitalised expenses and software, and investments and retained profits in insurance and funds management subsidiaries that are not consolidated for capital adequacy purposes;

+  Tier 1 Capital being the sum of CET1 and Additional Tier 1 Capital. Additional Tier 1 Capital comprises high quality components of capital that consist of certain securities not included in
CET1, but which include loss absorbing characteristics; and

«  Total Regulatory Capital being the sum of Tier 1 Capital and Tier 2 Capital. Tier 2 Capital includes subordinated instruments and other components of capital that, to varying degrees, do not
meet the criteria for Tier 1 Capital, but nonetheless contribute to the overall strength of an ADI and its capacity to absorb losses.

Under APRA’s Prudential Standards, Australian ADIs, including Westpac, are required to maintain a minimum CET1 ratio of at least 4.5%, Tier 1 Capital ratio of at least 6.0% and Total
Regulatory Capital ratio of at least 8.0%. APRA may also require ADls, including Westpac, to meet Prudential Capital Requirements (PCRs) above the minimum capital ratios. APRA does not
allow the PCRs for individual ADls to be disclosed.

APRA also requires ADIs to hold additional CET1 buffers comprising of:

+  a capital conservation buffer (CCB) of 3.5% for ADIs designated by APRA as domestic systemically important banks (D-SIBs) unless otherwise determined by APRA, which includes a 1.0%
surcharge for D-SIBs. APRA has determined that Westpac is a D-SIB; and

«  acountercyclical capital buffer. The countercyclical buffer is set on a jurisdictional basis and APRA is responsible for setting the requirement in Australia. The countercyclical buffer
requirement is currently set to zero for Australia and New Zealand.

Collectively, the above buffers are referred to as the “Capital Buffer” (CB). Should the CET1 capital ratio fall within the capital buffer range restrictions on the distributions of earnings will apply.
This includes restrictions on the amount of earnings that can be distributed through dividends, Additional Tier 1 Capital distributions and discretionary staff bonuses.
APRA announcements on capital

On 29 July 2020, APRA released further capital management guidance for ADIs'. This guidance included APRA’s expectation that for 2020, ADIs will retain at least half of their earnings, actively
use dividend reinvestment plans (DRPs) and/or other capital management initiatives to at least partially offset the diminution in capital from distributions and conduct regular stress testing to
inform decision-making and demonstrate ongoing lending capacity. APRA also committed to ensuring that any rebuild of capital buffers, if required, will be conducted in a gradual manner. APRA
noted that the implementation of the Basel Ill capital reforms, which will embed the ‘unquestionably strong’ level of capital in the framework, has been postponed to 1 January 2023.

Further details of APRA’s regulatory changes are set out in the Significant Developments section of the 2020 Annual Report.

Capital management strategy

Westpac’s approach to capital management seeks to ensure that it is adequately capitalised as an ADI. Westpac evaluates its approach to capital management through the Internal Capital
Adequacy Assessment Process (ICAAP), the key features of which include:

«  the development of a capital management strategy, including consideration of regulatory minimums, capital buffers and contingency plans;

. consideration of both regulatory and economic capital requirements;

. a stress testing framework that challenges the capital measures, coverage and requirements including the impact of adverse economic scenarios; and

. consideration of the perspective of external stakeholders including rating agencies as well as equity and debt investors.

During the period of disruption caused by COVID-19, Westpac is operating with the following principles in relation to capital:

+  prioritise maintaining capital strength;

«  retain capital to absorb further downside on credit quality and acknowledge a high degree of uncertainty regarding the length and depth of this stress;

+  allow for capital flexibility to support lending to customers; and

+ inline with APRA guidance, Westpac will seek to maintain a buffer above the regulatory minimum (currently at least 8% for D-SIBs including Westpac) and may utilise some of the
“unquestionably strong” buffer?. At 30 September 2020, the CET1 buffer above the regulatory minimum of 8% is $13.7 billion.

1. Letter to Authorised Deposit Taking Institutions — Capital Management, 29 July 2020
2. APRA has set an “unquestionably strong” benchmark of a CET1 capital ratio of 10.5%.
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These principles take into consideration:

«  current regulatory capital minimums and the capital conservation buffer (CCB), which together are the Total CET1 Requirement. In line with the above, the Total CET1 requirement for
Westpac is at least 8.0%, based upon an industry minimum CET1 requirement of 4.5% plus a capital buffer of at least 3.5% applicable to D-SIBs'?;

«  stress testing to calibrate an appropriate buffer against a downturn; and

«  quarterly volatility of capital ratios due to the half yearly cycle of ordinary dividend payments.

Westpac will revise its target capital levels once the medium to longer term impacts of COVID-19 are clearer and APRA’s review of the capital adequacy framework is finalised.

APRA have proposed a number of changes to the regulatory capital framework, which are set out in the Significant Developments section of the 2020 Annual Report.

Basel Capital Accord

APRA'’s Prudential Standards are generally consistent with the International Regulatory Framework for Banks, also known as Basel lll, issued by the Basel Committee on Banking Supervision (BCBS), except
where APRA has exercised certain discretions. On balance, the application of these discretions acts to reduce capital ratios reported under APRA’s Prudential Standards relative to the BCBS approach and to
those reported in some other jurisdictions.

Westpac is accredited by APRA to apply advanced models permitted by the Basel Il global capital adequacy regime to the measurement of its regulatory capital requirements. Westpac uses the
Advanced Internal Ratings Based approach for credit risk, the Advanced Measurement Approach (AMA) for operational risk and the internal model approach for Interest Rate Risk in the Banking
Book (IRRBB).

Westpac’s Level 2 regulatory capital ratios as at 30 September are summarised in the table below. As the table summarises Westpac's Level 2 regulatory capital structure, the capital amounts
shown are not the same as the Westpac Group’s consolidated financial statements. Westpac’s Pillar 3 Report provides further details regarding Westpac’s capital structure.

$m 2020 2019
Common equity 67,039 64,320
Deductions from common equity (18,306) (18,568)
Total common equity after deductions 48,733 45,752
Additional Tier 1 capital 9,206 9,299
Net Tier 1 regulatory capital 57,939 55,051
Tier 2 capital 14,052 12,226
Deductions from Tier 2 capital (261) (255)
Total Tier 2 capital after deductions 13,791 11,971
Total regulatory capital 71,730 67,022
Credit risk 359,389 367,864
Market risk 8,761 9,350
Operational risk 54,090 47,680
Interest rate risk in the banking book 9,124 530
Other assets 6,541 3,370
Total risk weighted assets 437,905 428,794
Common Equity Tier 1 capital ratio 11.13% 10.67%
Additional Tier 1 capital ratio 2.10% 217%
Tier 1 capital ratio 13.23% 12.84%
Tier 2 capital ratio 3.15% 2.79%
Total regulatory capital ratio 16.38% 15.63%

1. Noting that APRA may apply higher CET1 requirements for an individual ADI.
2. If an ADI's CET1 ratio falls below the Total CET1 Requirement (at least 8%), they face restrictions on the distribution of earnings, such as dividends, distribution payments on AT1 capital instruments and
discretionary staff bonuses.
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Purchase of equity securities

The following table details share repurchase activity for the year ended 30 September 2020:

Total Number of
Ordinary Shares

Average Price Paid
per Ordinary Share
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Total Number of
Ordinary Shares
Purchased as
Part of a Publicly

Maximum Number

(or Approximate $ Value)

of Ordinary Shares that
May Yet be Purchased
Under the Plans or

Purchased $ Announced Program Programs
Month
October (2019) 89,012 28.95 - n/a
November (2019) 1,078,198 26.27 - n/a
December (2019) 1,620,383 24.35 - n/a
January (2020) 85,858 24.90 - n/a
February (2020) 143,573 25.29 - n/a
March (2020) - - - n/a
April (2020) 9,116 15.04 - n/a
May (2020) 2,804 156.37 - n/a
June (2020) 4,207 17.98 - n/a
July (2020) 40,911 17.87 - n/a
August (2020) - - - n/a
September (2020) 79,316 17.28 - n/a
Total 3,153,378 24.89 - nl/a
Purchases of ordinary shares during the year were made on market and relate to the following:
« todeliver to eligible employees under the Employee Share Plan (ESP): 931,524 ordinary shares;
« to deliver to employees upon the exercise of performance share rights: 175,957 ordinary shares;
o  Treasury shares held by statutory life funds and managed investment schemes: 114,376 ordinary shares; and
« toallocate to eligible employees under the Restricted Share Plan (RSP): 1,931,521 ordinary shares.
Refer to Note 28 to the financial statements for a discussion of Treasury share purchases.
Commitments
Contractual obligations and commitments
In connection with our operating activities we enter into certain contractual obligations and commitments.
The following table shows our significant contractual obligations as at 30 September 2020:
Upto Over 1 year Over 3 years Over
$m 1 year to 3 years to 5 years 5 years Total
On balance sheet long-term debt’ 32,592 43,996 33,269 23,991 133,848
Lease liabilities? 568 917 620 1,101 3,206
Total contractual cash obligations 33,160 44,913 33,889 25,092 137,054
The above table excludes deposits and other liabilities taken in the normal course of banking business and short-term and undated liabilities.
Commercial commitments®
The following table shows our significant commercial commitments as at 30 September 2020:
Upto Over 1 year Over 3 years Over
$m 1 year to 3 years to 5 years 5 years Total
Letters of credit and guarantees 5,909 3,709 492 2,500 12,610
Commitments to extend credit 71,350 33,832 13,428 65,454 184,064
Other - - 67 200 267
Total credit 77,259 37,541 13,987 68,154 196,941

1. Refer to Note 18 to the financial statements for details of on balance sheet long-term debt.

2. Refer to Note 26 to the financial statements for details of lease liabilities.

3. The numbers in this table are notional amounts (refer to Note 27 to the financial statements).
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Divisional performance - 2020 v 2019

The accounting standard AASB 8 Operating Segments requires segment results to be presented on a basis that is consistent with information provided internally to Westpac’s key decision
makers. In assessing financial performance, including divisional results, Westpac Group uses a measure of performance referred to as ‘cash earnings’. Cash earnings is viewed as a measure of
the level of profit that is generated by ongoing operations and is therefore typically considered in assessing distributions, including dividends. Cash earnings is neither a measure of cash flow nor
net profit determined on a cash accounting basis, as it includes both cash and non-cash adjustments to net profit attributable to owners of Westpac Banking Corporation. Management believes
this allows the Group to more effectively assess performance for the current period against prior periods and to compare performance across business divisions and across peer companies.

In 2020, Westpac implemented a change to the presentation of its divisional financial information. The change related to:

« the creation of the Specialist Businesses division, which includes the following businesses: Auto and Vendor Finance, Australian insurance businesses, Superannuation, Platforms and
Investments, and Westpac Pacific; and

« the movement of certain small to medium size enterprise customers, and products between the Consumer and Business division to better reflect our new line of business operating structure.

This change has no impact on the Group’s overall results or balance sheet but impacts divisional results and balance sheets. Comparative divisional financial information has been restated for
this change.

A reconciliation of cash earnings to net profit attributable to owners of Westpac Banking Corporation for each business division is set out in Note 2 of the Financial Statements.

To determine cash earnings, three categories of adjustments are made to statutory results:

« material items that key decision makers at the Westpac Group believe do not reflect operating performance;

« some items that are not typically considered when dividends are recommended, such as the amortisation of intangibles, impact of Treasury shares and economic hedging; and
« accounting reclassifications between individual line items that do not impact statutory results.

The discussion of our divisional performance in this section is presented on a cash earnings basis unless otherwise stated. Cash earnings is not directly comparable to statutory results presented
in other parts of this Annual Report.

Outlined below are the cash earnings adjustments to the reported result:

« amortisation of intangible assets: Identifiable intangible assets arising from business acquisitions are amortised over their useful lives, ranging between four and twenty years. This
amortisation (excluding capitalised software) is a cash earnings adjustment because it is a non-cash flow item and does not affect cash distributions available to shareholders. The last of
these intangible assets were fully amortised in December 2017;

« fair value (gain)/loss on economic hedges (which do not qualify for hedge accounting under AAS) comprise:

- the unrealised fair value (gain)/loss on hedges of accrual accounted term funding transactions are reversed in deriving cash earnings as they may create a material timing difference on
reported results but do not affect the Group’s cash earnings over the life of the hedge; and

- the unrealised fair value (gain)/loss on foreign exchange hedges of future New Zealand earnings impacting non-interest income is reversed in deriving cash earnings as they may create a
material timing difference on reported results but do not affect the Group’s cash earnings over the life of the hedge. Westpac has ceased this activity, and as a result, at this stage, no
further adjustments will be recognised in future periods;

« ineffective hedges: The unrealised (gain)/loss on ineffective hedges is reversed in deriving cash earnings because the gain or loss arising from the fair value movement in these hedges
reverses over time and does not affect the Group’s profits over time;

« adjustment related to Pendal: Consistent with prior years’ treatment, this item has been treated as a cash earnings adjustment given its size and that it does not reflect ongoing operations.
The adjustment relates to the mark to market of the shares and separation costs related to the original sell down. Westpac disposed of its holdings in 2020. As a result, no further adjustments
will be recognised in future years.

« Treasury shares: Under AAS, Westpac shares held by the Group in the managed funds and life businesses are deemed to be Treasury shares and the results of holding these shares cannot
be recognised in the reported results. In deriving cash earnings, these results are included to ensure there is no asymmetrical impact on the Group’s profits because the Treasury shares
support policyholder liabilities and equity derivative transactions which are re-valued in determining income. As at 30 September 2020 there are no Treasury shares; and

« accounting reclassifications between individual line items that do not impact reported results comprise:
— operating leases: Under AAS rental income on operating leases is presented gross of the depreciation of the assets subject to the lease. These amounts are offset in deriving non-interest
income and operating expenses on a cash earnings basis; and

— policyholder tax recoveries: Income and tax amounts that are grossed up to comply with the AAS covering Life Insurance Business (policyholder tax recoveries) are reversed in deriving
income and taxation expense on a cash earnings basis;
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« for Westpac, AASB 9 and AASB 15 were adopted on 1 October 2018 and as comparatives were not restated, line item movements in our reported results are not directly comparable across
periods. In order to provide the operational trends in business, we have revised the 2018 cash earnings comparatives as if the standards applied on 1 October 2017, except for expected credit
loss provisioning which is not feasible. These adjustments do not impact 2018 cash earnings but do affect individual line items. These adjustments are comprised of:

- line fees: The Group has reclassified line fees (mostly Business) from non-interest income to net interest income to more appropriately reflect the relationship with drawn lines of credit;
- card scheme: Support payments received from Mastercard and Visa have been reclassified to non-interest income and related expenses have been reclassified to operating expenses;

- interest carrying adjustment: Interest on performing loans (stage 1 and stage 2 loans) is now measured on the gross loan value. Previously, interest on performing loans was recognised
on the loan balance net of provisions. This adjustment increases interest income and impairment charges;

- other fees and expenses: The Group has restated the classification of a number of fees and expenses. This has resulted in the grossing up of net interest income, non-interest income,
impairment charges and operating expenses; and

— merchant terminal costs: Some variable costs related to Westpac’s merchant terminal business have been reclassified between non-interest income and operating expenses.
The guidance provided in Australian Securities and Investments Commission (ASIC) Regulatory Guide 230 has been followed when presenting this information.
Cash earnings by division

The following tables present, for each of the key divisions of our business, the cash earnings and total assets at the end of the financial years ended 30 September 2020, 2019 and 2018. Refer to
Note 2 to the financial statements for the disclosure of our geographic and business segments and the reconciliation to net profit attributable to owners of Westpac Banking Corporation.

$m 2020 2019 2018
Consumer 2,746 3,116 3,192
Business 734 1,946 2,104
Westpac Institutional Bank 332 925 985
Westpac New Zealand 612 985 934
Specialist Businesses (506) 712 974
Group Businesses (1,310) (835) (124)
Total cash earnings 2,608 6,849 8,065

In presenting divisional results on a management reporting basis, internal charges and transfer pricing adjustments are included in the performance of each division reflecting the management
structure rather than the legal entity (these results cannot be compared to results for individual legal entities). Where management reporting structures or accounting classifications have changed,
financial results for comparative periods have been revised and may differ from results previously reported.

Our internal transfer pricing frameworks facilitate risk transfer, profitability measurement, capital allocation and business unit alignment, tailored to the jurisdictions in which we operate. Transfer
pricing allows us to measure the relative contribution of our products and divisions to the Group’s interest margin and other dimensions of performance. Key components of our transfer pricing
frameworks are funds transfer pricing for interest rate and liquidity risk and allocation of basis and contingent liquidity costs, including capital allocation.
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In 2020 a number of large items have impacted results that do not reflect underlying performance. These can be divided into four categories:

Category

Cash earnings
impact FY20

$m

Detail

1. AUSTRAC proceedings

$1,442

Provision for $1.3 billion penalty.
Legal costs, including AUSTRAC's costs.

Costs linked to Westpac's response plan.

2. Refunds, payments, costs and litigation

$440

Additional provisions for estimated refunds in FY20 including for :

- business customers provided with a business loan instead of a consumer loan regulated by the National
Consumer Credit Protection Act and the National Credit Code;

- refunds to superannuation and investment customers not advised of certain corporate actions;
- refunds to some BT customers where certain wealth fees were inadequately disclosed; and

- netincrease in provisions for the refund of Advice fees.

Costs associated with implementing the remediation programs.

Cost of settling legal actions, including settlement of two US class actions.

3. Write-down of intangibles

$614

Following a review, the valuation of our Life insurance business did not support its goodwill so it has been
written down.

Lower returns in the Auto business has resulted in a write-down in its goodwill.

Write-down and impairment of capitalised software.

4. Asset sales and revaluations

$123

Gain on revaluation of shareholding in Zip Co Limited.

Write-down of Life insurance deferred acquisition costs, along with a loss on the liabilities associated with our
disability insurance.

Accounting loss on the sale of our Vendor Finance business, sold at a discount to book value (recorded loss),
with potential earn-out payments on performance over next 3 years (to be recognised in future years).

2020
Refunds,
payments, Asset
AUSTRAC costs, and Write-downs sales and
$m proceedings litigation of i il i Total
Net interest income - (143) - - (143)
Non-interest income - (209) - (54) (263)
Operating expenses (1,478) (274) (668) (119) (2,539)
Profit before impairment charges and income tax expense (1,478) (626) (668) (173) (2,945)
Tax and NCI 36 186 54 50 326
Cash earnings (1,442) (440) (614) (123) (2,619)
2019
Refunds,
payments, Write- Asset
AUSTRAC costs, and downs of sales and Wealth
$m proceedings litigation intangibles revaluations Reset Total
Net interest income - (344) - - - (344)
Non-interest income - (820) - 83 - (737)
Operating expenses - (220) - - (241) (461)
Profit before impairment charges and income tax expense - (1,384) - 83 (241) (1,542)
Tax and NCI - 426 - - 69 495
Cash earnings - (958) - 83 172) (1,047)
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2018
Refunds,
payments, Asset
AUSTRAC costs, and Write-downs sales and
$m proceedings litigation of i i { Total
Net interest income - (105) - - (105)
Non-interest income - (163) - - (163)
Operating expenses - (112) - - (112)
Profit before impairment charges and income tax expense - (380) - - (380)
Tax and NCI - 99 - - 99
Cash earnings - (281) - - (281)
2020
Westpac Westpac New
Institutional Zealand Specialist Group
$m Consumer Business Bank ($A) il il Group
Net interest income 5 (141) - (7) - - (143)
Non-interest income 4 2 - 7) (409) 147 (263)
Operating expenses (64) (130) - 1 (694) (1,652) (2,539)
Profit before impairment changes and income tax expense (55) (269) - (13) (1,103) (1,505) (2,945)
Tax and NCI 16 81 - 4 181 44 326
Cash earnings (39) (188) - 9) (922) (1,461) (2,619)
2019
Westpac Westpac
Institutional New Zealand Specialist Group
$m Consumer Business Bank ($A) i i Group
Net interest income (85) (246) - (13) - - (344)
Non-interest income 2) (12) - 34 (40) (717) (737)
Operating expenses 25 (57) - (15) (30) (384) (461)
Profit before impairment ges and i tax exy (62) (315) - 6 (70) (1,101) (1,542)
Tax and NCI 29 95 - 9 23 339 495
Cash earnings (33) (220) - 15 (47) (762) (1,047)
2018
Westpac Westpac
Institutional New Zealand Specialist Group
Sm Consumer Business Bank ($A) i i Group
Net interest income (99) - - 2) - 4) (105)
Non-interest income (6) - - (11) (6) (140) (163)
Operating expenses (39) (5) - (3) - (65) (112)
Profit before impairment ch: and i tax exp (144) (5) - (16) (6) (209) (380)
Tax and NCI 34 - - 4 2 59 99
Cash earnings (110) (5) - (12) (4) (150) (281)
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Consumer

Consumer is responsible for sales and service of banking products, including mortgages, credit cards, personal loans, and savings and deposit products to consumer customers in Australia.
Banking products are provided under the Westpac, St.George, BankSA, Bank of Melbourne, and RAMS brands. Consumer works with Business, WIB, and Specialist Businesses in the sales,
service, and referral of certain financial services and products including general and life insurance, superannuation, platforms, auto lending and foreign exchange.

Financial performance

$m 2020 2019 2018
Net interest income 8,547 8,130 8,092
Non-interest income 573 695 766
Net operating income before operating expenses and impairment charges 9,120 8,825 8,858
Operating expenses (4,176) (3,794) (3,779)
Impairment charges (1,015) (582) (490)
Profit before income tax 3,929 4,449 4,589
Income tax expense (1,183) (1,333) (1,397)
Cash earnings for the year 2,746 3,116 3,192
Net cash earnings adjustments - - (15)
Net profit attributable to owners of WBC 2,746 3,116 3,177

$bn $bn $bn
Deposits and other borrowings 219.3 207.6 203.9
Net loans 389.8 399.3 396.3
Total assets 398.3 407.0 403.4
Total operating expenses to net operating income ratio 45.79% 42.99% 42.66%

2020 v 2019

Cash earnings of $2,746 million were $370 million or 12% lower than 2019 from higher impairment charges, higher expenses and lower non-interest income. This was partly offset by a 15 basis

point increase in net interest margin.

Net interest income up $417 million, 5% .

Non-interest income down $122 million, .
18%
Operating expenses up $382 million, .
10%

.
Impairment charges up $433 million, .
74%

Net loans were 2% lower (or $9.5 billion) over the year. Mortgages decreased $6.2 billion (or 2%) with the decline mostly from accelerated pay
down. Other personal lending was $2.8 billion (or 23%) lower as customers paid down debt and reduced spending;

Deposits increased 6% (or $11.7 billion), with most of the growth in the second half of the year from higher mortgage offset balances and
increased at call deposits partly offset by a reduction in term deposits; and

Net interest margin was 15 basis points higher from mortgage repricing and lower funding costs (this benefit was partly offset by elevated
retention pricing and lower spreads on new mortgages). Deposit spreads declined due to low interest rates.

Non-interest income was lower mostly from COVID-19 restrictions leading to reduced activity, lower credit and debit card revenue, while lower
international travel contributed to reduced foreign currency conversion and foreign ATM fees.

Costs associated with the write-down of certain intangibles, and the benefit from a write-back of a provision for litigation expenses in 2019,
increased expenses by $89 million. Excluding the impact of these items, expenses were $293 million higher, up 8% from:

- Costs associated with our COVID-19 and bushfire response;

- Increased restructuring costs;

- Higher spend on risk and compliance programs; and

- Increased costs associated with mortgage processing and bringing jobs onshore;

Increases from annual salary reviews, inflation, and the roll-out of the customer service hub, were offset by productivity benefits from
organisational redesign, rationalisation of a further 24 branches in 2020 (on top of 57 branches closed in 2019), and further use of digital
channels.

Mortgage 90+ day delinquencies of 1.60% were up 70 basis points since September 2019 (0.90%) predominately due to an increase in
hardship, particularly for those customers who were not eligible for the COVID-19 deferral package. Other consumer 90+ day delinquencies of
1.69% were down 6 bps over the year; and

Impairment charges were higher, with collectively assessed provisions increasing significantly reflecting the rise in delinquencies and changes
to the economic forecasts. Increased overlay provisions also contributed to the rise.
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Business

Business provides business banking products and services for Australian SME and Commercial customers (including Agribusiness) generally up to $200 million in exposure. The division also
serves Private Wealth. SME includes relationship managed and non-relationship managed SME customers. The division offers a wide range of banking products and services to support their
borrowing, payments and transaction needs. In addition, specialist services are provided for cash flow finance, trade finance, equipment finance and property finance. Business operates under
the Westpac, St.George, BankSA, and Bank of Melbourne brands. Business works with Consumer, WIB, and Specialist Businesses in the sale, referral and service of select financial services and
risk management products (including corporate superannuation, foreign exchange and interest rate hedging).

Financial performance

$m 2020 2019 2018
Net interest income 4,163 4,456 4,619
Non-interest income 560 594 612
Net operating income before operating expenses and impairment charges 4,723 5,050 5,231
Operating expenses (2,298) (2,094) (1,983)
Impairment charges (1,371) (172) (236)
Profit before income tax 1,054 2,784 3,012
Income tax expense (320) (838) (908)
Cash earnings for the year 734 1,946 2,104
Net cash earnings adjustments - - -
Net profit attributable to owners of WBC 734 1,946 2,104
$bn $bn $bn
Deposits and other borrowings 151.9 142.6 141.0
Net loans 140.7 146.9 146.1
Total assets 145.8 151.6 150.5

Total operating expenses to net operating income ratio 48.66% 41.47% 37.91%
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2020 v 2019

Cash earnings of $734 million were $1,212 million (or 62%) lower than 2019. Excluding estimated customer refunds, payments, costs and litigation, cash earnings were $1,244 million (or 57%)
lower mostly from an increase in impairment charges and a decline in net interest margin.

Net interest income down $293 million,
7%

Non-interest income down $34 million,
6%

Operating expenses up $204 million, 10%

Impairment charges up $1,199 million,
large

Net loans were 4% (or $6.2 billion) lower over the year, driven by a 4% (or $2.3 billion) reduction in mortgages and a 3% (or $2.7 billion)
reduction in business lending, with growth in agriculture more than offset by declines across other industries;

Deposits were 7% (or $9.3 billion) higher over the year with a 33% rise in transaction balances and 20% increase in savings and online
balances supported by government stimulus packages. This was partially offset by an 18% decline in term deposits given a customer
preference to retain funds in at call accounts; and

Net interest margin was 17 basis points lower than 2019 (down 25 basis points excluding estimated customer refunds and payments). The
lower margin was mostly from reduced deposit spreads from low interest rates and interest rate reductions on business lending products as part
of COVID-19 support measures. These reductions were partly offset by repricing and changes in deposit mix.

Estimated customer refunds and payments in 2020 were $14 million lower than 2019. Excluding this, non-interest income was down $48 million
(or 8%) mostly due to lower markets income, lower business lending fees, and the impact of COVID-19 fee waivers. These impacts were partly
offset by higher merchant fee income.

Costs associated with customer refunds, payments and litigation and write-down of intangible assets were $73 million higher than 2019.
Excluding these items, expenses were up $131 million (or 6%), due to higher spend relating to COVID-19 activities, increased spending on risk
and compliance programs, and investment in bankers.

The level of stressed exposures increased 182 basis points to 4.70% mostly from an increase in watchlist and substandard within the
Commercial portfolio;

Impairment charges were higher mostly from an increase in collectively assessed provisions due to COVID-19 impacts reflecting:
- Changes to the base case economics forecasts and increasing the weight applied to the downside economic scenario;

- an increased overlay provision; and

- an increase in stressed exposures;

Individually assessed provisions also increased $58 million, from a small number of large exposures.
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Westpac Institutional Bank

Westpac Institutional Bank (WIB) delivers a broad range of financial products and services to corporate, institutional and government customers operating in, or with connections to, Australia and
New Zealand. WIB operates through dedicated industry relationship and specialist product teams, with expert knowledge in financing, transactional banking, and financial and debt capital
markets. Customers are supported throughout Australia and via branches and subsidiaries located in New Zealand, the US, UK and Asia. WIB works with all the Group’s divisions in the provision
of markets’ related financial needs including foreign exchange and fixed interest solutions.

Financial performance

$m 2020 2019 2018
Net interest income 1,111 1,337 1,320
Non-interest income 1,182 1,195 1,473
Net operating income before operating expenses and impairment charges 2,293 2,532 2,793
Operating expenses (1,316) (1,220) (1,399)
Impairment (charges)/benefits (404) (31) 20
Profit before income tax 573 1,281 1,414
Income tax expense (241) (356) (429)
Cash earnings for the year 332 925 985
Net cash earnings adjustments - - -
Net profit attributable to owners of WBC 332 925 985

$bn $bn $bn
Deposits and other borrowings 102.9 99.0 102.7
Net loans 66.2 736 75.6
Total assets 75.5 95.0 99.6
Total operating expenses to net operating income ratio 57.39% 48.18% 50.09%

2020 v 2019

Cash earnings of $332 million were $593 million or 64% lower than 2019, primarily driven by higher impairment charges (up $373 million) and a 26% decline in net operating income before
impairment charges. Income was 9% lower mostly from the 24 basis points decrease in net interest margin. Expenses were higher from a rise in risk and compliance costs.

Net interest income down $226 million, o Net loans decreased 10% (or $7.4 billion) primarily from a reduction in offshore lending, including lower trade finance in Asia;
17% . Deposits increased 4% (or $3.9 billion) reflecting higher at call balances as customers increased liquidity in response to COVID-19 and from
higher government balances. This was partly offset by lower term deposits and offshore deposits; and
. Net interest margin was down 24 basis points, with lower interest rates reducing deposit spreads and earnings on capital. This was partly offset
by more disciplined loan pricing and benefits from the change in deposit mix.
Non-interest income down $13 million, . Higher charge on derivative valuation adjustments ($77 million charge in 2020 compared to $64 million charge in 2019);
1% . Reduced syndication fees with 2019 including several large transactions;
. A reduction in customer Markets income from lower fixed income and FX sales; partly offset by
. Higher non-customer Markets income across fixed income and FX.
Operating expenses up $96 million, 8% . Higher risk and compliance related costs, including financial crime;
. Increase in restructuring costs; and
o Productivity savings of $36 million and lower variable remuneration more than offset increases from annual salary reviews and higher
technology costs.
Impairment charges up $373 million, . Stressed exposures to TCE of 1.03%, up 44 basis points compared to 30 September 2019 due to the downgrade of a number of facilities to
large stressed or impaired; and
. Impairment charges were higher, reflecting COVID-19 impacts. These resulted from changes to the base case economics forecasts and

increasing the weight applied to the downside economic scenario. Individually assessed provisions were also higher following the downgrade of
a small number of facilities to impaired.
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Westpac New Zealand

Westpac New Zealand provides banking, wealth and insurance products and services for consumer, business and institutional customers in New Zealand. Westpac conducts its New Zealand
banking business through two banks: Westpac New Zealand Limited, which is incorporated in New Zealand, and Westpac Banking Corporation (New Zealand Branch), which is incorporated in

Australia. Westpac New Zealand operates through a network of branches and ATMs in both the North and South Islands. Business and institutional customers are also served through

relationship and specialist product teams. Banking products and services are provided under the Westpac brand while insurance and wealth products are provided under Westpac Life and BT
brands, respectively. New Zealand maintains its own infrastructure, including technology, operations and treasury in accordance with regulatory requirements.

All figures are in NZ$ unless noted otherwise.

Financial performance

NZ$m

2020 2019 2018
Net interest income 1,943 1,967 1,958
Non-interest income 339 448 406
Net operating income before operating expenses and impairment charges 2,282 2,415 2,364
Operating expenses (1,059) (993) (930)
Impairment (charges)/benefits (320) 10 (25)
Profit before income tax 903 1,432 1,409
Income tax expense (254) (390) (393)
Cash earnings for the year 649 1,042 1,016
Net cash earnings adjustments 7 (1) 14
Net profit attributable to owners of WBC 656 1,041 1,030
$bn $bn $bn
Deposits and other borrowings’ 71.0 64.5 61.9
Net loans 88.0 84.2 80.4
Total assets 104.2 97.1 90.0
Total funds 12.2 11.5 10.7
Total operating expenses to net operating income ratio 46.41% 41.12% 39.34%

Refers to total customer deposits in this table.
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Cash earnings of NZ$649 million were NZ$393 million or 38% lower than 2019, primarily driven by higher impairment charges (up NZ$330 million). Net operating income before impairment
charges were 14% lower from a 24% decline in non-interest income and a 7% increase in expenses.

Net interest income up down NZ$24 -
million, 1%

Non-interest income down NZ$109 -
million, 24%

Operating expenses up NZ$66 .
million, 7%
Impairment charge of NZ$320 .

million compared to an impairment .
benefit of NZ$10 million

Net loans increased 5%, or NZ$3.8 billion, primarily from mortgages which increased NZ$3.7 billion, mostly in fixed rate loans. Business lending
increased NZ$0.8 billion (up 3%). These gains were partly offset by a NZ$0.4 billion decline in other personal lending, and higher impairment provision
balance (up NZ$0.3 billion);

Deposits were up NZ$6.5 billion with growth across both consumer and business deposits. Term deposits were lower from customer preference to
retain funds in at call accounts; and

Net interest margin was down 19 basis points, with the low interest rate environment reducing deposit spreads. This was partly offset by improved
lending spreads from repricing and some mix impacts.

Non-interest income declined from:

—  Gain on sale of PayMark in 2019:

—  Full period impact of fee simplification initiatives implemented in 2019, and lower income from card products;

— COVID-19 restrictions which contributed to lower activity based fees, and fee waivers from customer support measures; and

— Lower insurance income also contributed to the decline.

Excluding costs associated with customer refunds, payments and litigation (NZ$17 million lower in 2020), expenses increased NZ$83 million (or 8%)
mostly from:

— increased spending on risk and compliance programs (including BS11 outsourcing) and increased restructuring expenses; and

— Costs to support COVID-19 activities, salary increases and other inflationary rises were offset by productivity benefits.

Stressed exposures to TCE decreased 7 basis points to 1.59% compared to September 2019;

During 2019, the methodology for reporting hardship was aligned to APRA’s definition which has impacted delinquencies. These changes increased

other consumer 90+ day delinquencies by 127 basis points and mortgage 90+ day delinquencies by 39 basis points. Excluding the impact of these
changes, other consumer 90+ day delinquencies increased 42 basis points and mortgage 90+ day delinquencies increased 2 basis points; and
Impairment charges were higher, reflecting expected COVID-19 impacts. These included changes to the base case economics forecasts and
increasing the weight applied to the downside economic scenario used in provision models. New individually assessed provisions for two large
exposures also contributed to the increase.

AUDSm 2020 2019 2018
Net interest income 1,832 1,860 1,799
Non-interest income 319 423 373
Net operating income before operating expenses and impairment charges 2,151 2,283 2172
Operating expenses (998) (939) (855)
Impairment (charges)/benefits (302) 10 (22)
Profit before income tax 851 1,354 1,295
Income tax expense (239) (369) (361)
Cash earnings for the year 612 985 934
Net cash earnings adjustments 7 (1) 13
Net profit attril to owners of WBC 619 984 947
$bn $bn $bn
Deposits and other borrowings 65.7 59.7 56.7
Net loans 81.4 78.0 73.6
Total assets 96.4 90.0 82.4
Total funds 11.3 10.7 9.8
Total operating expenses to net operating income ratio’ 46.40% 41.13% 39.36%

1. Ratios calculated using NZ$.
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Specialist Businesses

Specialist Businesses provides automobile finance, Australian life, general and lenders mortgage insurance, investment products and services (including margin lending and equities broking),

superannuation and retirement products as well as wealth administration platforms. It also manages Westpac Pacific which provides a full range of banking services in Fiji and Papua New

Guinea. The division operates under the Westpac, St.George, BankSA, Bank of Melbourne, and BT brands. Specialist Businesses works with Consumer, Business and WIB in the provision of

select financial services and products.

$m 2020 2019 2018
Net interest income 534 555 565
Non-interest income 762 1,412 1,664
Net operating income before operating expenses and impairment charges 1,296 1,967 2,229
Operating expenses (1,548) (847) (746)
Impairment (charges)/benefits (255) (111) (84)
Profit before income tax (507) 1,009 1,399
Income tax expense 8 (292) (420)
Profit attributable to NCI () ®) (©)
Cash earnings for the year (506) 712 974
Net cash earnings adjustments (31) (45) (76)
Net profit attril to owners of WBC (537) 667 898
$bn $bn $bn
Deposits and other borrowings 9.3 9.3 7.2
Net loans 14.9 17.2 18.3
Total assets 228 31.1 328
Total funds 193.0 207.2 198.9
Total operating expenses to net operating income ratio 119.44% 43.06% 33.47%
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2020 vs 2019

Cash earnings were a loss of $506 million compared to a profit of $712 million in 2019. During 2020 the business incurred $922 million (after tax) of costs associated with write-down of intangible
assets, revaluation of assets, and provisions for estimated customer refunds, payments and associated costs, compared to $47 million (after tax) in 2019. Excluding these items, cash earnings for
2020 was $416 million, $343 million lower than 2019.

Net interest income down
$21 million, 4%

Non-interest income
down $650 million, 46%

Operating expenses up
$701 million, 83%

Impairment charges up
$144 million, 130%

Net loans decreased 13% (or $2.3 billion) over the year, mostly in Auto Loans, reflecting subdued activity and lower new car sales;

Deposits were unchanged with the decline in term deposits offset by an increase in at call accounts; and

Net interest margin was up 11 basis points with the benefit of lower funding costs partly offset by reduced deposit spreads and lower earnings on capital from low
interest rates, and interest rate reductions from customer support measures.

Increase in estimated customer refunds and payments and a write-down of intangible assets reduced non-interest income $369 million during the year. Excluding

these, non-interest income decreased $281 million (or 19%);

Superannuation, Platforms and Investments (SPI) contribution was down $143 million from:

—  Margin compression from platform and superannuation pricing changes, product migrations to lower margin super products and impacts of regulation
(including Protecting Your Super); and

—  Lower platform revenue from lower interest rates on cash duration managed balances.

Insurance contribution was down $140 million mostly from:

—  General insurance claims increased $108 million primarily due to bushfires and major weather events (including NSW/QLD storms and floods), partly offset
by an increase in premiums;

—  Life insurance income was $10 million lower mostly from COVID-19 customer policy support measures. Lower premiums were largely offset by lower claims;
and

— LMl income was also lower, mostly from higher claims.

Write-down of intangible assets, asset revaluations, and costs associated with customer refunds, payments and litigation in 2020 were $664 million higher than

2019. Excluding these items, expenses were $37 million higher. Most of the increase related to supporting COVID-19 activities, continued spend on risk and

compliance, and CPI increases.

The level of stressed exposures to TCE increased 508 bps to 8.56%, mostly from an increase in watchlist exposures in Westpac Pacific;

Impairment charges were higher, mostly reflecting COVID-19 impacts. These were from changes to the base case economics forecasts and increasing the
weight applied to the downside economic scenario. Higher stress and delinquencies also led to increased overlay provisions. Lower recoveries in Full Year 2020
also contributed to the increase.
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Group Businesses
Group Businesses include:

Treasury, which is responsible for the management of the Group’s balance sheet including wholesale funding, capital and the management of liquidity. Treasury also manages the interest

rate risk and foreign exchange risks inherent in the balance sheet, including managing the mismatch between Group assets and liabilities. Treasury’s earnings are primarily sourced from

managing the Group’s balance sheet and interest rate risk, (excluding Westpac New Zealand) within set risk limits;

compliance, legal, human resources, and customer and corporate relations.

Group Businesses also includes earnings on capital not allocated to divisions, certain intra-group transactions that facilitate the presentation of the performance of the Group’s divisions,

Group Technology1, which is responsible for technology strategy and architecture, infrastructure and operations, applications development and business integration in Australia; and
Core Support?, which comprises Group support functions, including Australian banking operations, property services, strategy, finance, risk, financial crime, compliance and conduct,

gains/losses from most asset sales, earnings and costs associated with the Group’s fintech investments, costs associated with customer remediation for the Advice business®, and certain other

head office items such as centrally raised provisions.

Financial performance

$m 2020 2019 2018
Net interest income 899 615 792
Non-interest income 144 (617) 90
Net operating income before operating expenses and impairment charges 1,043 2) 882
Operating expenses (2,364) (1,137) (936)
Impairment (charges)/benefits 169 92 -
Profit before income tax (1,152) (1,047) (54)
Income tax (expense)/benefit (158) 213 (71)
Profit attributable to NCI - [©)] 1

Cash earnings for the year (1,310) (835) (124)
Net cash earnings adjustments (294) (19) 108

Net profit attributable to owners of WBC (1,604) (854) (16)

2020 v 2019
Group Businesses 2020 cash earnings loss of $1,310 million was $475 million worse than 2019.

Net operating income up $1,045 million, large . Provisions for estimated customer refunds and payments which were $156 million in 2020, compared to $759 million in 2019;

. Revaluation gains from our investment in Zip Co Limited ($303 million); and
. Higher Treasury revenue due to management of interest rate risk ($384 million).
Operating Expenses up $1,227 million, 108% + Higher costs due to a provision for a penalty from AUSTRAC and the associated costs ($1,478 million), partly offset by;

+ Lower costs from the exit of the Advice business ($241 million).

Impairments charges down $77 million, 84% . The movement of $77 million was mainly due to centrally held overlays relating to drought and bushfires no longer required.

1.
2.
3.

Group Technology costs are fully allocated to other divisions in the Group.
Core Support costs are partially allocated to other divisions, while Group Head Office costs are retained in Group Businesses.
In March 2019, Westpac announced that it was exiting the provision of personal financial advice.
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Divisional performance - 2019 v 2018

Consumer

2019 v 2018
Cash earnings of $3,116 million were $76 million or 2% lower than 2018, primarily driven by higher impairment charges (up $92 million) and lower non-interest.
Net interest income up $38 million, flat o Net loans increased 1%, or $3.0 billion, primarily from growth in mortgages, partly offset by a decline in other personal lending and higher
provisions associated with the adoption of AASB 9;
. An increase in transaction accounts and savings accounts supported the 2% rise in deposits; and

0 Net interest margin was down 4 basis points. The decline was due to lower mortgage spreads from increased competition and changes in
mortgage mix with less interest only lending. The decline was partly offset by mortgage repricing late in 2018.

Non-interest income down $71 million, 9% . Lower fee income from a contraction in net interchange fees and reduced transaction volumes across banking products.
Operating expenses up $15 million, flat . 2019 benefited from a provision release related to estimated customer refunds, payments, associated costs and litigation. Excluding this
impact, operating expenses increased 1%;
. The rise was due to higher investment related costs including for the customer service hub, and costs associated with regulatory change
projects; and
. Higher costs from annual salary reviews and inflation based increases were more than offset by productivity gains mostly from

organisational redesign, rationalisation of 57 branches and 349 ATMs, and further use of digital channels, all of which contributed to a
reduction in FTE. Lower variable remuneration also contributed.

Impairment charges up $92 million, 19% . Credit quality remains sound, with stressed exposures to TCE at 0.79%;
. Mortgage 90+ day delinquencies were up 16 basis points to 0.90% while other consumer 90+ day delinquencies were up 24 basis points;
and
. Impairment charges were higher driven by the rise in delinquencies.
Business
2019 v 2018

Cash earnings of $1,946 million were $158 million or 8% lower than 2018, primarily driven by provisions for estimated customer refunds, payments, associated costs and litigation. Lower
impairment charges (down $64 million) partly offset this impact.

Net interest income down $163 million, 4% o Net loans increased 1%, or $0.8 billion, primarily from growth in business lending, partly offset by higher provisions associated with the
adoption of AASB 9;
. An increase in transaction accounts and savings accounts supported the 1% rise in deposits; and
o Net interest margin was down 15 basis points. The decline was due to provisions for estimated customer refunds and payments. Benefits

from loan repricing were largely offset by lower deposit spreads and a shift in the mortgage mix from interest only to principal and interest.
Non-interest income down $18 million, 3% . Provisions for estimated customer refunds and payments of $12 million reduced non-interest income; and
. A reduction in merchant income due to changes in scheme charges also contributed to the decline.

Operating expenses up $111 million, 6% . Provisions for estimated customer refunds, payments, associated costs and litigation increased expenses $52 million. Excluding these
items, operating expenses were up 3% due to higher regulatory and compliance costs as well as increased amortisation of investments; and

. Other cost increases were largely offset by lower variable reward and productivity benefits including operating model simplification and
continued digitisation and product simplification.
Impairment charges down $64 million, 27% . Credit quality remains sound, with stressed exposures to TCE at 2.88; and
. Mortgage 90+ day delinquencies were up 20 basis points to 0.84%; and
. Impairment charges decreased from lower individual provisions.
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Westpac Institutional Bank

2019 v 2018

Cash earnings of $925 million were $60 million or 6% lower than 2018, primarily from a $78 million movement in derivative valuation adjustments, no contribution from Hastings and a $51 million
increase in impairment charges. The exit of Hastings in 2018 had a $17 million impact on cash earnings but had a more significant impact on the movements in individual line items. In 2018
Hastings added $203 million to non-interest income, $158 million to expenses and $29 million to income tax expense.

Net interest income up $17 million, 1%

Non-interest income down $278 million, 19%

Operating expenses down $179 million, 13%

Impairment charge of $31 million (compared
to an impairment benefit of $20 million in
2018)

Net loans were 3% lower reflecting a continued focus on return. This included a decline in property lending;
Deposits were 4% lower, mostly from a reduction in government balances; and

Net interest margin up 1 basis point from higher loan spreads consistent with the return focus and higher markets income, partly offset by
lower deposits spreads and a change in funding mix.

Excluding Hastings (2019: nil, 2018: $203 million), non-interest income was down $75 million or 6%, from:
- A $78 million movement in derivative valuation adjustment (a $14 million benefit in 2018 to a $64 million charge in 2019); and

- Partly offset by an increase in syndication fees from some large transactions in 2019.

Excluding Hastings (2019: nil, 2018: $158 million), operating expenses were down $21 million, or 2%, from:

- Productivity benefits from organisation redesign and lower variable reward costs; and

- Partly offset by higher regulatory, risk and compliance costs, particularly related to updated requirements for the Banking Code of
Practice and responding to regulator requests.

Credit quality remains sound with stressed exposures to TCE of 0.59%. This was down 2 basis points over the year but remains low in
historical terms; and

Impairment charges were higher due to provisions associated with the migration of two long standing stressed exposures into impaired.

Westpac New Zealand

2019 v 2018

Cash earnings of NZ$1,042 million were NZ$26 million or 3% higher than 2018. The increase in cash earnings was supported by a NZ$40 million gain on the sale of Paymark, and a NZ$10
million impairment benefit partly offset by higher risk management and regulatory costs.

Net interest income up NZ$9 million, flat

Non-interest income up NZ$42 million, 10%

Operating expenses up NZ$63 million, 7%

Impairment benefit of NZ$10 million
(compared to an impairment charge of NZ$25
million in 2018)

Loans increased 5%, or NZ$3.8 billion. Mortgages increased NZ$2.6 billion, with the majority of mortgage growth in fixed rate products.
Business growth (up NZ$1.3 billion) was distributed across a range of sectors;

Deposits increased 4% with a NZ$1.7 billion rise in non-interest bearing and at call accounts and a NZ$0.9 billion rise in term deposits; and

Net interest margin declined 8 basis points. Most of the decline (5 basis points) was due to mix from the increase in lower spread products,
particularly fixed rate mortgages. A fall in deposit spreads from lower interest rates also contributed to the decline in margin.

The gain on sale of Paymark contributed most of the increase in non-interest income ($40 million);
Higher investment income from a 7% increase in fund balances and higher business fees also contributed to the increase; and
This was partly offset by lower fee income following the decision to simplify certain consumer fees.

Most of the increase was driven by further investment in risk management and regulatory programs. Provisions for estimated customer
refunds, payments, associated costs and litigation increased expenses of NZ$16 million, also contributed to the increase; and

Excluding the above items, costs were broadly unchanged with increases in salaries and other inflation linked costs offset by productivity
savings from increased digitisation of activities, with FTE down 1% and lower variable remuneration.

Credit quality remains sound, with stressed exposures to TCE of 1.66%, 9 basis points higher than 2018 with most of the increase in stress
in exposures that are well secured. Other consumer 90+ day delinquencies increased 20 basis points to 82 basis points, with much of the
rise due to the decline in the portfolio; and

Impairment benefit mostly from write-back of collectively assessed provision. New individually assessed provisions and collective provisions
were also lower.
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Specialist Businesses

2019 v 2018
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Cash earnings of $712 million were $262 million or 27% lower than 2018, primarily driven by provisions for estimated customer refunds, payments, associated costs and litigation and higher

impairment charges.

Net interest income down $10 million, 2%

Non-interest income down $252 million, 15%

Operating expenses up $101 million, 14%

Impairment charges up $27 million, 32%

Net loans decreased 6%, or $1.1 billion, primarily from lower auto lending and higher provisions associated with the adoption of AASB 9;
An increase in term deposits supported the $2.1 billion rise in deposits; and

Net interest margin increase 4 basis points.

Provisions for estimated customer refunds and payments of $40 million reduced non- interest income;

Lower wealth income ($85 million) from platform margin compression due to new pricing, product mix changes, the cessation of
grandfathered commission payments and implementation of Protecting Your Super reforms;

Lower insurance income, down ($116 million) from higher weather related claims ($70 million), and lower life insurance income related to
the impact of the Protecting Your Super legislation and from higher claims; and

Lower banking fees also contributed to the decline.

Provisions for estimated customer refunds, payments, associated costs and litigation increased operating expenses $30 million. Excluding
these items, operating expenses were up 10% due to higher risk and compliance costs as well as increased amortisation.

Stressed exposures to TCE at 3.47%, were up 42 basis points over the year, mostly from an increase in watchlist; and
Increase in collectively assessed provisions form the risk in stressed exposures.

Group Businesses

2019 v 2018

Cash earnings in 2019 was a loss of $835 million, compared to a loss of $124 million in 2018. The higher loss was largely from an increase in provisions for estimated customer refunds,
payments, associated costs, litigation, and the wealth reset.

Net operating income down $884 million,
large

Operating expenses up $201 million, 21%

Impairment benefit of $92 million, compared
to nil

.

Net operating income was lower primarily from:

- increased provision for estimated customer refunds and payments ($619 million) related to Advice remediation;

- a reduced contribution from Treasury related to interest rate risk management (down $230 million) and lower Advice income; partly
offset by

- a gain on asset sales and revaluation gains on a fintech investment ($24 million).

Provisions for estimated customer refunds, payments, associated costs and litigation and the wealth reset were $319 million higher; partly

offset by

Lower costs associated with the Royal Commission ($62 million) and lower variable reward.

An impairment benefit of $92 million from a reduction in centrally held overlays, principally for the mining sector, partially offset by the
introduction of an overlay for areas in Australia impacted by persistent drought conditions.
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Risk and risk management

Risk management

As a bank, the management of risk is an inherent part of our business. We manage a number of risks across Westpac, these are detailed below. An example is credit risk, when we offer a loan, we accept
credit risk through our assessment of the capacity of the customer to meet their repayment obligation. A customer’s circumstances may change impacting their ability to meet repayments and creating a
potential loss for Westpac. We strive to manage our business in a manner that will achieve our desire of Helping Australians and New Zealanders Succeed, while protecting the safety and soundness of
Westpac.

The issues raised through the Royal Commission, the AUSTRAC Statement of Claim and our own analysis of Culture, Governance and Accountability have highlighted that we must significantly improve the
management of our risk, particularly non-financial risk. As a result, we have commenced a significant program to address shortcomings in the management of risk, increase the resources devoted to risk and
mature our risk culture. For a more detailed discussion of these issues, please refer to the Strategic Review in Section 1 and also the Risk Factors later in this section.

The program has included changes to our risk governance structure, the introduction of a new risk management framework and clearer risk definitions. We are working to mature our risk culture and improve
the clarity for our people of their risk responsibilities. A key principle at Westpac is that risk is everyone’s business and we all have a role to play.

How we manage risk

Central to the management of risk is our Risk Management Framework which outlines the steps to manage our risks, as set out in the diagram below. This Framework provides structure and discipline for our
risk management activities. Effective risk management requires all the elements of the framework to operate both independently and as part of a holistic approach. At the centre of the framework is the need
for a strong risk culture, that binds the elements, and for all parts of the Group to be clear on their responsibilities for identifying and managing risks through the three lines of defence model. We are working
on further embedding the Risk Management Framework to improve the overall management of risk and the maturity of our risk culture.

The Risk Management Framework has nine components starting with our ‘Business Strategy’, which defines the markets and businesses the Group is operating in. We are an Australian and New Zealand
bank, with a predominant focus on retail, business and targeted institutional segments. We also operate wealth, insurance and ancillary banking operations; these are managed in our Specialist Businesses
division.
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Risk management is a daily discipline in our business. Throughout the year, we execute the elements of the Risk Management Framework to identify, analyse, oversee and manage our risks. Some
components are executed more regularly. For example, monitoring and stress testing of risks are performed throughout the year, and the reporting of risks to the Board committees is performed at least
quarterly.

Some of our risks are stress tested and subject to scenario analysis to assess how major events and changing operating conditions could impact on our operations, financial performance, balance sheet or
reputation. Stress tests are particularly relevant in the loan portfolios where we assess the impact of changing economic scenarios on customers and our financial position.

The current environment demonstrates the importance of stress testing given the potential impacts from COVID-19 pandemic.

We need to have the right people and systems to manage risk, and underpin this with our frameworks, policies, procedures and standards used to define the appropriate controls. For example, our Risk
Culture Framework sets out how we define, measure, monitor and manage risk culture.

Risk frameworks, policies, procedures and standards exist at various levels across Westpac. These may be at the Group level, across major risk categories as well as for individual regulated entities or
divisions.

We also have processes in place to monitor and report risks, incidents, issues and actions. These include specific reporting of any breaches of limits. The Group has also increased its focus on resolving
long-standing issues, taking action to bring risks back within appetite, and assessing the effectiveness of controls to manage risks.

We have a formal risk governance structure to support our risk management framework by providing appropriate data, analysis and recommendations to the right people and forums on a timely basis to
support decision making. Risk activities are overseen by established committees (including at Board level, Executive Management, major risk type Committees, Divisional and Specialist Committees). A
fuller explanation of our corporate governance is included in section one.

In response to developments over the last year, changes have been made to the committee structure with a focus on lifting our management and oversight of non-financial risk. This has included
establishing a new Board Legal, Regulatory & Compliance Committee to enhance oversight of non-financial risk.

Risk Culture

A strong risk culture is essential for the Group’s Risk Management Framework to operate effectively. Following the release of AUSTRAC's Statement of Claim, APRA required Westpac to reassess whether
our CGA Program remained fit for purpose. One of the main conclusions from the CGA reassessment (completed during 2020) was that aspects of our risk culture were ‘immature and reactive’.

Westpac aspires to a mature risk culture that pro-actively identifies, manages and mitigates risks, learns from risk events and continuously anticipates new risks and opportunities. To track progress
towards our aspiration, we have developed and implemented several risk culture tools and processes designed to assist management better measure, monitor and manage our risk culture:

+ Risk Culture Framework — establishing a new framework, clearly articulating the roles and responsibilities for moving our risk culture maturity towards Westpac’s aspiration, through the use of the
tools and processes;

«  Risk Culture Maturity Self-Assessment — deploying an online tool allowing Divisions to annually assess their current risk culture maturity relative to Westpac’s aspiration, helping to identify and
prioritise areas for improvement;

+  Risk Culture Insights Program — undertaking an independent second line deep-dive program of each Division’s risk culture, identifying the factors that positively and negatively influence the Division’s
approach to risk management; and

+  Risk Culture Dashboard — launching a comprehensive database of risk culture and conduct risk metrics, to support an online automated Risk Culture Dashboard rolled out to Divisions, enabling
risk culture to be measured, monitored and reported in a consistent way across the Group.
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Three Lines of Defence

The three lines of defence model outlines the active roles that all employees must play in the end-to-end management of risk. The first line is responsible for identifying and owning the risks arising from all
aspects of their activity. The second line provides expertise, advice and oversight in how risks are managed. The third line is Internal Audit who provide independent testing and assurance.

FIRST LINE RISK OWNER

Identify, control and manage risk . Own the current and emerging risks of the business/division by identifying, managing, and monitoring
. Ensure that business activities are within approved risk appetite and policies

. Design, implement and maintain controls

. Comply with laws and regulation

. Identify and escalate risk issues

. Responsible for promoting a strong risk culture

Set the risk standards, provide challenge and advise the first line . Establish and communicate risk frameworks, appetite, and strategies

. Provide oversight and independent challenge to first line

. Identify, assess, and communicate regulatory change

. Measure, monitor and report risks against appetite

. Includes roles in Risk and Financial Crime, Compliance & Conduct divisions,

THIRD LINE INTERNAL AUDIT

Independent audit «  Verify that Risk Management Framework is designed and operating effectively
+  Validate the adequacy and effectiveness of first and second line functions

Risk Identification: Major Risk Categories

The Group has identified a number of risk types and classified these under 11 major risk categories. It is important to note that the major risk categories do not represent every risk the Group may face but
rather the most material risks to the Group.

MAJOR RISK CATEGORIES

We place boundaries or limits on these risks by establishing a risk appetite. Risk appetite is articulated in the Group’s Risk Appetite Statement which lists the Group’s major risks and the measures used to
monitor these risks. Most of these measures are monitored by “amber” and “red” limits which indicate when risks are close to or over our risk appetite.

The Group has a number of risks which sit outside of our risk appetite or do not meet the expectations of regulators. Westpac is underway with a comprehensive action plan to address risk management
and other culture, governance and accountability issues including through its CORE program and other activities, as outlined in 'Significant Developments’ in Section 1.
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Here is an explanation of each of our major risk categories, how we consider risk appetite and some examples of areas of focus in 2020 to illustrate how our Risk Management Framework

operates.

1. STRATEGIC RISK 2. RISK CULTURE

The risk that the Group makes incomplete strategic choices, does not
implement its strategies successfully, or does not respond effectively to changes
in the operating environment.

The risk that our culture does not promote and reinforce behavioural expectations and structures to identify,
understand, discuss and act on risks.

Risk Appetite and Mitigation

We grow our business through well-considered strategic initiatives that are
aligned with the Group’s overall strategic priorities.

We manage strategic risk through:

+ Annual Board Strategy Review and Financial Target setting

+ Scenario analysis for major strategic events

«  Project investment approval processes

Risk Appetite and Mitigation
We promote a risk culture which supports our purpose, vision and values and our ability to manage risk
effectively.

We assess our risk culture and our risk management outcomes regularly, and this is supported by risk culture
metrics that reinforce strong risk management behaviour.

Some areas of focus include:
« the impact of COVID-19
+ creation of the Specialist Businesses division.

Some areas of focus include:

« the new Board approved Risk Culture Framework

+ launched Risk Fundamentals training

« completed Risk Culture Maturity self-assessments across the Group

Example of a Risk Appetite measure
* Return on Equity versus target ROE

Example of a Risk Appetite measure
« Internal survey results - % of respondents who feel safe calling out issues, risks and/ or concerns

The risk of loss from inadequate or failed internal processes, people and
systems or from external events.

3. OPERATIONAL RISK 4. CONDUCT AND COMPLIANCE

The risk of failing to abide by compliance obligations required of us or otherwise failing to have behaviours and
practices that deliver suitable, fair and clear outcomes for our customers and that support market integrity.

Risk Appetite and Mitigation
We seek to be resilient to operational risk through robust processes and
controls.

Material issues and incidents from breakdowns in processes and controls
must be quickly and effectively remediated.

Risk Appetite and Mitigation

We must comply with relevant laws and regulations, and we seek to conduct our business in a way that
delivers suitable, fair and clear outcomes for our customers and supports the integrity of the markets in which
we operate. In seeking to achieve this we aim to establish robust controls and systems to manage conduct
and compliance risk, and in doing so have no appetite for:

« Deliberate or reckless breaches of regulatory requirements
« Systems or processes that lead to systemic or material breaches of regulatory requirements

Recognising that non-compliance will occur from time to time, we have no appetite for the failure to promptly
own, investigate and remediate incidents of non-compliance.

Some areas of focus include:

* managing the disruption in some suppliers and contractors due to
COVID-19

= working to bring back 1,000 jobs to Australia in our operations
team

« implemented new control self-assessment standard and strengthening
controls

Some areas of focus include:
+many of our employees and staff of third-party contractors working remotely due to COVID-19

+ mid-way through a significant multi-year program designed to uplift the Group’s compliance management
system and professional capability of the Compliance function

Example of a Risk Appetite measure
+  Timely recording and ownership of incidents identified

Example of a Risk Appetite measure
+ Number of Compliance and Conduct matters reported to regulators
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5. FINANCIAL CRIME 6. CYBER RISK

The risk that the Group fails to prevent financial crime and comply with The risk that the Group’s or its third parties’ data or technology are inappropriately accessed, manipulated or
applicable financial crime obligations. damaged from cybersecurity threats or vulnerabilities.

Risk Appetite and Mitigation Risk Appetite and Mitigation

We seek to help prevent financial crime by pro- actively identifying, assessing, | We manage our cyber risks within the appropriate regulatory frameworks, we have an end-to-end view of the
mitigating and reporting financial crime risks. We also seek to comply with all Westpac Group Cyber ecosystem to ensure these risks do not undermine our strategic, financial, reputational
applicable financial crime obligations. or regulatory standing, and we remain resilient to cybersecurity threats and vulnerabilities.

This means managing our financial crime risks through robust controls and We implement cyber controls commensurate to the cyber threats we respond to.

systems, and promptly owning, investigating and remediating financial
crime incidents where they occur.

Some areas of focus include: Some areas of focus include:
+ continuing a significant multi-year program to strengthen areas of control - continued delivery of a program to lift cybersecurity capability including new data protection
weaknesses in financial crime controls

+ establishing a Board Legal, Regulatory & Compliance Committee
+ increasing resources and training for our financial crime team
Example of a Risk Appetite measure Example of a Risk Appetite measure
» Number of high rated issues not remediated within agreed timeframes. +  Number of material security incidents

7. REPUTATIONAL AND SUSTAINABILITY RISK

Reputational risk is defined as an action, inaction, transaction, investment or event that will reduce trust in the Group’s integrity and competence by clients, counterparties, investors, regulators,
employees or the public.

Sustainability risk is the risk of loss or negative impact from the failure to recognise or address environmental, social or governance (ESG) issues.
Risk Appetite and Mitigation

We seek to maintain the confidence of all stakeholders, to cultivate trust in our integrity and competence. We have little appetite for actions, inactions, transactions, investments and events
which may affect the Group’s integrity or competence. We only have appetite for this risk where it is outweighed by another equally or more important Group interest which is aligned with our
purpose and core values and there is no way to circumvent the risk.

The principles that govern our approach include

+  Acting with integrity

»  Doing the right thing by our customers

+ Balancing commereciality of decisions with stakeholder expectations

+ Balancing commerciality of decisions with potential impact on people or the environment
Some areas of focus include:

« the causes and impact of AUSTRAC civil penalty proceedings against Westpac

+ released updates to our Climate Change and Human Rights Position Statements and 2023 Action Plans, including commitments to improve risk identification, management,
oversight and reporting

Example of a Risk Appetite measure
+ Dow Jones Sustainability Index (DJSI) ranking
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8. CAPITAL ADEQUACY 9. FUNDING AND LIQUIDITY
The risk of an inadequate level or composition of capital to support our The risk we cannot meet our payment obligations or have an appropriate amount, tenor and composition of
business and meet regulatory requirements under both normal or stressed funding and liquidity to support our assets.
conditions.
Risk Appetite and Mitigation Risk Appetite and Mitigation
We seek to maintain a strong balance sheet, including in stress scenarios. We ensure that we hold sufficient cash and other liquid resources to meet financial obligations as and when
We evaluate our approach to Capital management through an Internal Capital | they fall due, and that we comply with all relevant internal policies and regulatory obligations.
Adequacy Assessment Process, the key features of which include: We manage our balance sheet such that we have:
+ A capital management strategy « Adiversified, stable and cost-effective funding base
«  Considering economic and regulatory requirements +  Enough funding as and when needed
+  Stress testing considerations - sufficient securable assets to meet our funding and repo requirements
« Considering the perspective of external stakeholders - Sufficient stable funding sources to fund new loan growth
Some areas of focus include: Some areas of focus include:
+ $2.5 billion capital raising in November 2019 « the RBA announced the establishment of the TFF on 19 March 2020. As at 30 September 2020,
. APRA imposed a $500 million capital overlay following AUSTRAC’s Weﬁtpalc s tc\)/tval TFF afllowa1nce was $;9.27 billion. A supplementary allowance of $11.9 billion will be
statement of claim avai ab.e to e'stpac r.om' . Oc.tober 020 ' . . . '
- use of RWA overlays to account for higher probability of default for «  further information on liquidity risk management is contained in Note 21 to the financial
; - e ; statements
corporate, business lending and specialised lending
Example of a Risk Appetite measure Example of a Risk Appetite measure
« Common equity tier 1 (CET1) ratio — a measure which shows a bank’s » Net Stable Funding Ratio (NSFR)
capacity to absorb losses on a going concern basis. - Liquidity coverage ratio (LCR)
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10. CREDIT RISK 11. MARKET RISK

The risk of financial loss where a customer or counterparty fails to meet
their financial obligations to Westpac.

The risk of an adverse impact on earnings from changes in various market prices such as exchange rates,
interest rates and credit spreads.

Risk Appetite and Mitigation

We have appetite for credit risk where:

+  We have sufficient expertise to make appropriate credit decisions

* We understand and are comfortable with possible downsides

» No excessive exposure concentrations

We manage credit risk using Program- managed (high-volume homogeneous

credit risk) and Transaction-managed (individual customer and transactions)
approaches.

Management of credit risk is also supported by a range of policies, processes,
systems, risk delegated authorities and Board-approved credit risk limits.

Risk Appetite and Mitigation

We have appetite for market risk in approved products within our limit framework. We seek to protect our
positions from changes in financial market factors which may affect our activities.

We manage market risk using the Traded market risk (risk arising from dealings in a variety of approved

financial markets products) and Non-traded market risk (risk arising from lending, deposit-taking, balance
sheet funding, liquidity and capital management activities) approaches.

Some areas of focus include:

» heightened credit risk from COVID-19 and reduced economic activity

= higher provisions for expected credit losses

+ further information on credit risk management and provisioning is contained

in Notes 13 and 21 to the financial statements, and in Westpac’s Pillar 3
reports

Some areas of focus include:

« exited Energy Trading in the final quarter of the financial year
«  further information on market risk management is contained in Note 21 to the financial statements

Example of a Risk Appetite measure
» Impairment charge as percentage of core earnings

Example of a Risk Appetite measure

+ Value at Risk (VaR, $m) measures across products and portfolios
* Net interest income at risk

For further information regarding the roles and responsibilities of the BRiskC and other Board committees in managing risk, refer to Westpac’s Corporate Governance Statement in Section 1.
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Risk factors

Our business is subject to risks that can adversely impact our financial performance, financial condition and future performance. If any of the following risks occur, our business, prospects,
reputation, financial performance or financial condition could be materially adversely affected, with the result that the trading price of our securities could decline and as a security holder you could
lose all, or part, of your investment. You should carefully consider the risks described and the other information in this Annual Report before investing in our securities. The risks and uncertainties
described below are not the only ones we face. Additional risks and uncertainties that we are unaware of, or that we currently deem to be immaterial, may also become important factors that
affect us.

Risks relating to our business

COVID-19 has had, and COVID-19 and a pandemic like COVID-19 could in the future have, an adverse effect on the Group

The Group is vulnerable to the impacts of a communicable disease outbreak or a pandemic. The COVID-19 pandemic has had, and we expect will continue to have, a negative impact on our
customers, shareholders, employees and financial performance, among other adverse effects.

The pandemic has disrupted, and will continue to disrupt, numerous industries and global supply chains, while important measures to mitigate its impact (such as restrictions on businesses,
movement and public gatherings) have had, and we expect will continue to have, a negative effect on economic activity.

This decrease in economic activity has affected, and will continue to affect, demand for Westpac’s products and services for an unknown time and by an unknown amount. The associated
financial stress on Westpac’s customers has increased impairments, defaults and write-offs. Westpac has increased its provisions for expected credit losses, however, further increases may be
required. For more information refer to Note 13 and Note 21 to the financial statements.

Westpac has supported customers impacted by the pandemic by lowering interest rates on certain products, waiving certain fees and granting deferrals of certain loan repayments. These
initiatives have had and may continue to have a negative impact on the Group’s financial performance and may see the Group assume greater risk than it would have under ordinary
circumstances. There is also a possibility that governments or regulators will require banks (including Westpac) to provide further support to customers impacted by the COVID-19 pandemic.

Actions taken by regulators in response to the COVID-19 pandemic have impacted and could in the future impact the Group. As an example, regulators in some overseas jurisdictions have
exercised their powers to prevent banks from declaring dividends or undertaking share buybacks. In New Zealand, the RBNZ made the decision to freeze the distribution of dividends on ordinary
shares by all banks in New Zealand during the period of economic uncertainty caused by COVID-19. This prevents Westpac’s subsidiary Westpac New Zealand Limited from paying dividends
and has a negative impact on Westpac’s Level 1 CET1 capital ratio.

It is possible that APRA will take a similar approach in the future and prevent Westpac from declaring dividends to its investors. While APRA has not yet taken such action, it has written to
Australian banks (including Westpac) and outlined its expectation that they limit any dividends and discretionary capital distributions in the coming months.

Further information about impacts on the Group as a result of actions taken by regulators in response to the COVID-19 pandemic is outlined in 'Significant Developments’.

Westpac’s business activities and operations have been, and will likely in the future be, disrupted by disease outbreaks or pandemics. For example, the COVID-19 pandemic has resulted in
Westpac closing workplaces and suspending the provision of services through certain channels.

When such outbreaks or pandemics occur, Westpac may need to adjust its risk appetite, policies or controls so it can respond to the outbreak or pandemic and protect the well-being of staff and
customers who visit our premises. These changes could have unforeseen consequences and expose the Group to increased regulatory oversight and/or regulatory action.

Further, to respond to the COVID-19 pandemic, Westpac has implemented (and may implement in the future) new measures in very short periods of time. Taking this type of action may increase
the risk that an operational or compliance breakdown occurs, potentially leading to financial losses, impacts on customer service or regulatory and/or legal action.

The COVID-19 pandemic has also impacted the Group’s ability to pay dividends, with the Group electing not to pay an interim dividend this financial year given the desire to retain a strong
balance sheet and the ongoing uncertainty in the operating environment. It is possible that the pandemic will negatively impact the Group’s ability to pay future dividends or make capital
distributions.

There continues to be significant uncertainty associated with the COVID-19 pandemic, including the severity of the disease, its duration and actions that may be taken by governments and
businesses to attempt to contain the virus or mitigate its impact. In turn, this has the potential for longer term impacts on Westpac’s customers, business and operations. The COVID-19 pandemic
may also heighten other risks described below.
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We could be adversely affected by legal or regulatory change

The Group’s business, prospects, reputation, financial performance and financial condition have been, and could in the future be, adversely affected by changes to law, regulation, policies,
supervisory activities and the expectations of our regulators. The Group operates in an environment where there is increased regulation on and scrutiny of financial services providers.

Regulatory change has directly and adversely affected the Group’s financial condition and financial position, and could do so in the future. In recent years, laws and regulations have been
introduced requiring Westpac to hold more liquidity and higher capital, and a Bank Levy (based on liabilities) has been imposed on Australia’s largest banks. Laws and regulations that have a
similar effect could be passed in the future, including as a result of APRA’s proposed capital policy reforms.

Regulatory changes may also affect how we operate. For example, recent regulation has altered the way we provide our products and services, in some cases requiring us to change or
discontinue our offerings. Regulation could also limit our flexibility, require us to incur substantial costs, impact the profitability of our businesses, result in the Group being unable to increase or
maintain market share and/or create pressure on margins and fees.

There are many sources of regulatory change that could affect our business. Such change could stem from international bodies, such as the Basel Committee on Banking Supervision (BCBS) or
from reviews and inquiries commissioned by governments (including the Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry) or regulators.
Reviews and commissions of inquiry may lead to, and in some cases already have led to, substantial regulatory change, which could have a material impact on the Group.

Regulation impacting our business may not always be released in a timely manner before its date of implementation. Similarly, early announcements of regulatory change may not be specific and
significantly differ from the final regulation. In those cases, the Group may not be able to effectively manage its compliance design in the timeframes available.

Relevant governments or regulators could also revise their application of regulatory policies, thereby impacting our business (such as macro-prudential limits on lending).

It is critical the Group manages regulatory change effectively. The failure to do so has, and could in the future, result in the Group not meeting its compliance obligations, the potential
consequences of which are set out below in ‘We have been or could be adversely affected by failing to comply with laws, regulations or regulatory policy’. We expect that we will continue to invest
significantly in compliance and the management and implementation of regulatory change, and significant management attention and resources may be required to update existing, or implement
new, processes to comply with such new regulations.

The Group’s ability to manage regulatory change has been, and will in the future be, impacted by the COVID-19 pandemic or similar pandemics. The COVID-19 pandemic has caused significant
disruptions and delays to regulatory change projects, increasing the risk that the Group may not comply with new regulations when they come into effect. The governmental response to COVID-
19 has also seen new legislation and regulation, which may increase compliance risks. The Group may also incur significant costs responding to this new legislation and regulation.

For further information about regulatory changes affecting the Group, refer to 'Significant Developments’ and the sections ‘Critical accounting assumptions and estimates’ and ‘Future
developments’ in Note 1 to the financial statements.

We have been and could be adversely affected by failing to comply with laws, regulations or regulatory policy

We are responsible for ensuring that we comply with all applicable legal and regulatory requirements and industry codes of practice in the jurisdictions in which we operate or obtain funding, as
well as meeting our ethical standards.

The Group is subject to conduct and compliance risk. These risks are exacerbated by the increasing complexity and volume of regulation, including where we interpret our obligations and rights
differently to regulators or a Court, tribunal or other body. The potential for this is heightened when regulation is new, untested or is not accompanied by extensive regulatory guidance.

The Group’s compliance management system is designed to identify, assess and manage compliance risk. However, this system has not always been, and may not always be, effective.
Breakdowns have, and may in the future, occur due to flaws in the design of controls or processes. This has resulted in, and may in the future result in, potential breaches of compliance
obligations as well as poor customer outcomes.

Conduct risk could occur through the provision of products and services to customers that do not meet their needs or do not meet the expectations of the market, as well as the poor conduct of
our employees, contractors, agents, authorised representatives and external services providers. This could occur through a failure to meet professional obligations to specific clients (including
fiduciary and suitability requirements), weakness in risk culture, poor product design and implementation, failure to adequately consider customer needs or selling products and services outside of
customer target markets. This could include deliberate attempts by such individuals to circumvent Westpac’s controls, processes and procedures or negligent actions that could result in the
circumvention of Westpac’s controls, processes and procedures. The Group depends on its people to ‘do the right thing’ to meet its compliance obligations. Inappropriate or poor conduct by these
individuals such as not following a policy or engaging in misconduct has and could result in poor customer outcomes and a failure by the Group to meet its compliance obligations. The large
number of employees and the staff of our third-party contractors
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working remotely due to the COVID-19 pandemic may negatively affect the Group’s compliance controls and monitoring processes and there may be an increased risk that staff fail to follow
internal policies or that customers may be adversely affected through privacy breaches.

While we have frameworks, policies, processes and controls that are designed to manage poor conduct outcomes, these policies and processes have been, and may be, ineffective. The failure of
these policies and processes could result in financial losses (including incurring substantial remediation costs and as a result of litigation by regulators and customers) and reputational damage,
which could adversely affect our business, prospects, financial performance or financial condition.

The Group’s failure, or suspected failure, to comply with a compliance obligation could lead to a regulator commencing surveillance or an investigation. The Group is currently subject to
investigations and reviews by regulators (refer to 'Significant Developments’ and Note 27 to the financial statements for more detail), with the intensity of these increasing. The Group has devoted
(and will need to continue to devote) significant resources and has incurred (and will continue to incur) costs for these reviews and investigations, which may adversely affect Westpac'’s business,
operations, reputation, financial performance and ability to pay dividends.

Depending on the circumstances, regulatory reviews and investigations have in the past and may in the future result in a regulator taking administrative or enforcement action against the Group
and/or its representatives. Regulators could pursue civil or criminal proceedings, seeking substantial fines, civil penalties or other enforcement outcomes. In addition, regulatory investigations may
lead to adverse findings against directors and management, including potential disqualification.

In many cases, our regulators have broad powers. For example, APRA can, in certain circumstances, issue directions to us (such as a direction to comply with a prudential requirement, conduct
an audit or take remedial action) or disqualify an ‘Accountable Person’ under the Banking and Executive Accountability Regime.

APRA can also require the Group to hold additional capital either through a capital overlay or higher risk weighted assets. APRA imposed a $500 million overlay to our operational risk capital
requirement following the completion of our self-assessment into our frameworks and practices in relation to governance, culture and accountability and a further $500 million overlay following the
commencement of civil penalty proceedings by AUSTRAC (both overlays were applied through an increase in risk weighted assets). If the Group incurs additional capital overlays it may need to
raise additional capital which could have an adverse impact on our financial performance and financial condition.

The political and regulatory environment that the Group operates in has seen (and may in the future see) our regulators (including any new regulator) receive new powers along with materially
increased penalties for corporate and financial sector misconduct. In particular, ASIC can commence civil penalty proceedings and seek civil penalties (currently up to $525 million per offence)
against an Australian Financial Services licensee (such as Westpac) for failing to do all things necessary to ensure that financial services provided under the licence are provided efficiently,
honestly and fairly. The Group may also face significant penalties for failing to comply with other obligations, and a failure by the Group may result in multiple contraventions leading to large
penalties.

Our regulators have adjusted and may in the future continue to adjust the way they approach oversight, potentially preferring their enforcement powers over a more consultative approach. For
example ASIC has committed to continue to use a ‘Why not litigate?” approach and indicated that it will (among other things) prioritise case studies and referrals arising from the Royal
Commission and significant market misconduct. APRA has also committed to a revised enforcement approach (including a new Supervision Risk and Intensity Model), indicating it will use
enforcement where appropriate to prevent and address serious prudential risks and hold entities and individuals to account.

There may also be a shift in the type and focus of enforcement proceedings commenced by regulators in the future. Regulators may increasingly seek to bring criminal proceedings against
institutions and/or their employees or representatives by referring potential criminal matters to the Commonwealth Department of Public Prosecutions or other prosecutorial bodies.

The way regulators supervise and monitor institutions has also changed and may continue to change in the future. An example is ASIC’s ‘Close and Continuous Monitoring’ (CCM) program
involving onsite reviews of financial services entities, including Westpac.

While ASIC, APRA and other regulators have indicated their immediate focus is on responding to the COVID-19 pandemic and they may delay certain enforcement, supervisory activities or
monitoring activities, the long term trend to enhanced supervision and monitoring and greater enforcement activity remains.

Disruptions to Westpac’s business, operations, third party contractors and suppliers resulting from the COVID-19 pandemic have also increased and may continue to increase the risk that
Westpac will not be able to satisfy commitments made to regulators about improving processes and/or resolving outstanding issues, potentially increasing the prospect of a regulator taking action
against the Group.

Regulatory action commenced against the Group has exposed and may in the future expose the Group to an increased risk of litigation brought by third parties (including through class action
proceedings), which may require the Group to pay compensation to third parties and/or undertake further remediation activities.

Regulatory investigations, inquiries, litigation, fines, penalties, infringement notices, revocation, suspension or variation of conditions of regulatory licences or other enforcement or administrative
action or agreements (such as enforceable undertakings) could, either individually or in aggregate with other regulatory action, adversely affect our business, prospects, reputation, financial
performance or financial condition. For further details about regulatory matters that may affect the Group, refer to 'Significant Developments’.
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The failure to comply with financial crime obligations has had and could have further adverse effects on our business and reputation

The Group is subject to anti-money laundering and counter-terrorism financing (AML/CTF) laws, anti-bribery and corruption laws, economic and trade sanctions laws and tax transparency laws in
the jurisdictions in which it operates. These laws can be complex and, in some circumstances, impose a diverse range of obligations. As a result, regulatory, operational and compliance risks are
heightened. For example, AML/CTF laws require Westpac and other regulated institutions to (amongst other things) undertake the applicable customer identification procedures, conduct ongoing
and enhanced due diligence on customers, maintain and comply with an AML/CTF program and undertake ongoing risk assessments.

AML/CTF laws also require Westpac to report certain matters and transactions to regulators (including international funds transfer instructions, threshold transaction reports and suspicious matter
reports) and ensure that certain information is not disclosed to third parties in a way that would contravene the ‘tipping off’ provisions in AML/CTF legislation. The failure to comply with these laws
has had, and in the future may have, adverse impacts for the Group.

In recent years there has been, and there continues to be, increased focus on compliance with financial crime obligations, with regulators globally commencing large-scale investigations and
taking enforcement action for identified non-compliance (often seeking significant penalties). Further, due to the Group’s large number of customers and transaction volumes, the undetected
failure or the ineffective implementation, monitoring or remediation of a system, policy, process or control (including a regulatory reporting obligation) has, and could in the future resultin, a
significant number of breaches of AML/CTF obligations. This in turn could lead to significant penalties and other adverse impacts for the Group, such as reputational damage.

While the Group has systems, policies, processes and controls in place designed to manage its financial crime obligations (including reporting obligations), these have not always been, and may
not in the future always be effective. This could be for a range of reasons, including, for example, a deficiency in the design of a control or a technology failure. Our analysis and reviews, in
addition to regulator feedback, have highlighted that our systems, policies, processes and controls are not operating satisfactorily in a number of respects and require improvement.

The Group is currently undertaking a significant multi-year program of work to strengthen areas of control weakness in its financial crime risk management framework (including important aspects
of its money laundering and terrorism financing risk assessments and governance) and rectify the management of this risk. The Group has increased dedicated financial crime risk expertise and
resources to deliver the financial crime program of work. With increased focus on financial crime, further issues requiring attention have been identified and may continue to be identified. For
further information, refer to 'Significant Developments’.

Although the Group provides updates to AUSTRAC and other regulators on its remediation and other program activities, there is no assurance that AUSTRAC or other regulators will agree that its
remediation and program update activities will be adequate or effectively enhance the Group’s compliance programs.

If we fail, or where we have failed, to comply with these financial crime obligations, we have and could face regulatory enforcement action such as litigation, significant fines, penalties and the
revocation, suspension or variation of licence conditions, such as the civil penalty proceedings brought by AUSTRAC against Westpac on 20 November 2019 for alleged contraventions of the
Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (Cth). Further information on the AUSTRAC proceedings and other financial crime matters is in ’Significant Developments’. For
information on the provision made for a penalty for these proceedings, refer to Note 27 to the financial statements.

Non-compliance or alleged non-compliance with our financial crime related obligations and public disclosure have also resulted in, and could lead to regulatory investigations, reviews, inquiries,
proceedings or other litigation commenced by third parties (including Australian, US or other class actions), and regulatory action in non- Australian jurisdictions where we operate. Any such
litigation or proceeding could cause significant financial and reputational damage to us. Reputational damage could result in the loss of customers or restrict the Group’s ability to efficiently access
capital markets, which could have a material adverse effect on the Group’s business, reputation, prospects, financial performance and financial condition. Furthermore, any such effect could harm
the Group’s credit ratings. Previous enforcement action by AUSTRAC has resulted in a range of outcomes, depending on the nature and severity of the relevant conduct and its consequences,
including substantial financial penalties, restrictions and other regulator imposed conditions.

Reputational damage has harmed and could in the future harm our business and prospects

Reputational risk arises where there are differences between stakeholders’ current and emerging perceptions, beliefs and expectations and our past, current and planned activities, processes,
performance and behaviours.

There are various potential sources of reputational damage. For example, where our actions cause, or are perceived to cause, a negative outcome for customers, shareholders, stakeholders or
the community. Reputational damage could also arise from the failure to effectively manage risks, failure to comply with legal and regulatory requirements, enforcement or supervisory action by
regulators (such as the civil penalty proceedings brought by AUSTRAC), adverse findings from regulatory reviews, failure or perceived failure to adequately respond to community, environmental,
social and ethical issues, failure of information security systems, technology failures and security breaches and inadequate record keeping which may prevent Westpac from demonstrating that or
determining if a past decision was appropriate at the time it was made.
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Our reputation could also be adversely affected by the actions of customers, suppliers, joint-venture partners, strategic partners, other counterparties and accredited data recipients that the Group
provides customer data to under Australia’s ‘Open Banking’ regime.

Failure, or perceived failure, to address issues that could or do give rise to reputational risk has created, and could in the future create, additional legal risk, subject us to regulatory investigations,
regulatory enforcement actions, fines and penalties or litigation brought by third parties (including class actions), require us to remediate and compensate customers and incur remediation costs
or harm our reputation among customers, investors and the market. This could adversely affect our business, prospects, financial performance or financial condition.

We have and could suffer losses due to litigation

Westpac and its subsidiaries may, from time to time, be involved in legal proceedings (including class actions), regulatory actions or arbitration. Such litigation could be commenced by a range of
plaintiffs, such as customers, shareholders, suppliers, counterparties and regulators.

In recent years there has been an increase in class action proceedings, many of which have resulted in significant monetary settlements. The risk of class actions has been heightened by a
number of factors, including regulatory enforcement actions (such as the civil penalty proceedings brought by AUSTRAC), an increase in the number of regulatory investigations and inquiries
(such as the Royal Commission), a greater willingness on the part of regulators to commence court proceedings, more intense media scrutiny and the growth of third party litigation funding. Class
actions commenced against a competitor could also lead to similar proceedings against Westpac.

Litigation (including class actions) may, either individually or in aggregate, adversely affect the Group’s business, operations, prospects, reputation or financial condition. This risk is heightened by
increases in the severity of penalties for certain breaches of the law. Such matters are subject to many uncertainties and the outcome may not be predicted accurately. Furthermore, the Group’s
ability to respond to and defend litigation may be adversely affected by inadequate record keeping.

Depending on the outcome of any litigation, the Group may be required to comply with broad court orders, including compliance orders, enforcement orders or otherwise pay significant damages,
fines, penalties or legal costs.

In addition, the case studies considered by the Royal Commission, and the Royal Commission’s findings, have led, and may in the future lead to, regulators commencing investigations and/or
enforcement action against the Group.

The Group’s material provisions and contingent liabilities are described in Note 27 to the financial statements. There is a risk that the actual penalty paid following a settlement or determination by
a Court for any legal proceedings may be materially higher or lower than the provision or that any contingent liability may be larger than anticipated. This may occur in a range of situations, for
example where the scope of litigation against the Group is expanded by further claims or causes of action. There is also a risk that additional litigation or contingent liabilities arise, all of which
could adversely affect our business, prospects, reputation, financial performance or financial condition.

We have suffered, and could in the future suffer, information security risks, including cyberattacks
The Group (and its external service providers) is subject to information security risks. These risks are heightened by:
* new technologies;

« increased use of the internet and telecommunications to conduct financial transactions;

+ the growing sophistication of attackers;

« increased regulatory focus on cyber security and oversight of cyber activities; and

+ the COVID-19 pandemic, which has resulted in many Westpac employees (and staff of service providers) working remotely or from other sites, potentially providing increased opportunities for
cyber threat actors to exploit.

While Westpac has systems in place to protect against, detect and respond to cyberattacks, these systems have not always been, and may not always be, effective. There is no assurance that
we will not suffer losses from cyberattacks or information security breaches. The Group may not be able to anticipate and prevent a cyberattack, effectively respond to a cyberattack and/or rectify
or minimise damage resulting from a cyberattack. Our external service providers, and other parties that facilitate our activities and financial platforms and infrastructure (such as payment systems
and exchanges) are also subject to the risk of cyberattacks.

Our operations rely on the secure processing, storage and transmission of information on our computer systems and networks, and the systems and networks of external suppliers. Although we
implement measures to protect the confidentiality and integrity of our information, there is a risk that the computer systems, software and networks on which we rely may be subject to security
breaches, unauthorised access, malicious software, external attacks or internal breaches that could have an adverse impact on our confidential information or that of our customers and
counterparties.

A range of potential consequences could arise from a successful cyberattack, such as:
« systems not operating properly disrupting operations;

+ damage to technology infrastructure;

+ adverse impacts to network access, operations or availability of services;

» loss of customers;

+ loss of data/information;
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* reputational damage;

+ claims for compensation;

+ adverse regulatory action including fines or penalties; and

+ significant additional resources required to modify our systems or to investigate and remediate any vulnerabilities or incidents.

All these potential consequences could negatively affect our business, prospects, financial performance or financial condition.

As cyber threats evolve, we may need to spend significant resources to modify or enhance our systems or investigate and remediate any vulnerabilities or incidents.

We could suffer losses due to technology failures
Maintaining the reliability, integrity and security of our information and technology is crucial to our business.

While the Group has a number of processes in place to preserve and monitor the availability and recovery of our systems, there is a risk that our information and technology systems might fail to
operate properly or become disabled, including from events wholly or partially beyond our control. For example, the COVID-19 pandemic has seen more employees and staff of our third-party
contractors work remotely or from alternative sites, which may put additional stress on Westpac’s technology infrastructure and systems. Similarly, the COVID-19 pandemic and the measures
implemented by governments to mitigate its spread are likely to result in increased demand being placed on critical national technology and communications infrastructure which the Group relies
on. This could adversely impact the reliability of such infrastructure and increase the risk that our technology systems will not be able to operate properly or will become disabled for a period of
time.

If we incur a technology failure we may fail to meet a compliance obligation (such as retaining records and data for a certain period of time), or our customers may be adversely affected, including
through privacy breaches or loss of personal data. This could result in reputational damage, remediation costs and a regulator commencing an investigation and/or taking action against us. The
over reliance on legacy systems may heighten the risk of a technology failure.

We need to regularly renew and enhance our technology to deliver new products and services, comply with regulatory obligations and meet our customers’ and regulators’ obligations.
Consequently, we are constantly managing new technology projects. Failure to effectively implement these projects could result in cost overruns, reduced productivity, operational instability,
compliance failures, reputational damage and/or the loss of market share. This could place us at a competitive disadvantage and adversely affect our business, prospects, financial performance
or financial condition.

We are exposed to adverse credit and capital market conditions
We rely on deposits, and credit and capital markets to fund our business and source liquidity. Our liquidity and costs of obtaining funding are related to credit and capital market conditions.

Global credit and capital markets can experience periods of extreme volatility, disruption and decreased liquidity. Such disruption can be for extended periods and be unpredictable as
experienced during the Global Financial Crisis. The main risks we face are damage to market confidence, changes to the access and cost of funding, a slowing in global economic activity or other
impacts on customers or counterparties.

As of 30 September 2020, approximately 27% of our total funding originated from domestic and international wholesale markets. Of this, around 58% was sourced outside Australia and New
Zealand. Customer deposits provide around 65% of total funding. Customer deposits held by Westpac comprise both term deposits, which can be withdrawn after a certain period of time and at
call deposits, which can be withdrawn at any time.

A shift in investment preferences could result in deposit withdrawals which could increase our need for funding from other, potentially less stable, or more expensive sources.

If market conditions deteriorate due to economic, financial, political or other reasons (including the COVID-19 pandemic), there may also be a loss of confidence in bank deposits leading to
unexpected withdrawals. This could increase funding costs and our liquidity, funding and lending activities may be constrained and our financial solvency threatened.

If our current sources of funding prove to be insufficient, we may need to seek alternatives which will depend on factors such as market conditions, our credit ratings and market capacity. Even if
available, these alternatives may be more expensive or on unfavourable terms, which could adversely affect our financial performance, liquidity, capital resources or financial condition.

If Westpac is unable to source appropriate funding, we may be forced to reduce lending or liquidity. This may adversely impact our business, prospects, liquidity, capital resources, financial
performance or financial condition. If Westpac is unable to source appropriate funding for an extended period, or if it can no longer realise liquidity, Westpac may not be able to pay its debts as
and when they fall due.

Westpac enters into collateralised derivative obligations, which may require Westpac to post additional collateral based on market movements, which has the potential to adversely affect
Westpac's liquidity or ability to use derivative obligations to hedge its interest rate, currency and other financial instrument risks.

For a more detailed description of liquidity risk, refer to ‘Funding and liquidity risk’ in Note 21 to the financial statements.
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We could be adversely affected by the risk of inadequate capital levels under stressed conditions

The economic impact of the COVID-19 pandemic has brought to the fore the risk of an inadequate level or composition of capital to support normal business activities and to meet regulatory
capital requirements under normal operating environments or stressed conditions. Regulatory change will require banks to hold higher capital, specifically for the implementation of future capital
and risk-weighted assets regulations coming into effect from 2023. APRA requires banks to operate above the 10.5% unquestionably strong benchmark to prepare for this change although the
impact on each bank will be different due to different balance sheet and portfolio mix. Capital distribution constraints apply when an ADI's Common Equity Tier 1 Capital ratio is within the capital
buffer (CB) range (consisting of the capital conservation buffer plus any countercyclical capital buffer). Capital constraints could have an impact on Westpac's ability to pay future dividends or
make capital distributions. Adverse conditions and/or adverse regulatory change could impact Westpac’s capital adequacy and/or trigger capital distribution constraints.

Sovereign risk may destabilise financial markets adversely

Sovereign risk is the risk that governments will default on their debt obligations or will be unable to refinance their debts as they fall due. Potential sovereign debt defaults and the risk that
governments will nationalise parts of their economy including assets of financial institutions such as Westpac could negatively impact the value of our holdings of liquid assets. There may also be
a cascading effect to other markets and countries, the consequences of which, while difficult to predict, may be similar to or worse than those experienced during the Global Financial Crisis. Such
an event could destabilise global financial markets, adversely affecting our liquidity, financial performance or financial condition.

We could be adversely affected by the failure to maintain our credit ratings

Credit ratings are independent opinions on our creditworthiness. Our credit ratings can affect the cost and availability of our funding and may be important to certain customers or counterparties
when evaluating our products and services.

Credit ratings assigned to us by rating agencies are based on an evaluation of a number of factors, including our financial strength, the quality of our governance, structural considerations
regarding the Australian financial system and economy and Australia’s Sovereign credit rating. A rating downgrade could be driven by a downgrade of Australia’s Sovereign credit rating, or one or
more of the risks identified in this section or by other events including changes to the methodologies rating agencies use to determine ratings.

The economic impacts of the COVID-19 pandemic have affected Westpac’s credit ratings and may do so in the future. In April 2020, Fitch Ratings downgraded its short-term and long-term ratings
for the major Australian banks (including Westpac) by one notch, to A+ (from AA-) and F1 (from F1+) respectively, citing the significant economic consequences for Westpac'’s core markets of
Australia and New Zealand caused by the actions taken by governments to slow the spread of COVID-19. Fitch Ratings has maintained the rating outlook for the major Australian banks as
“negative”, reflecting the major downside risk to Fitch’s economic outlook in light of the evolving global situation. In April 2020, S&P Global Ratings revised its outlook for Westpac’s long-term
issuer credit rating to ‘negative’, mirroring a similar change to its outlook for the Australian Sovereign. As the economic impacts from the COVID-19 pandemic continue, there is a risk that there
will be further negative movement in our credit ratings.

A downgrade to our credit ratings could have an adverse effect on our cost of funds, collateral requirements, liquidity, competitive position and our access to capital markets. The extent and
nature of these impacts would depend on various factors, including the extent of any rating change, differences across agencies (split ratings) and whether competitors or the sector are also
impacted.

We could be adversely affected by a shock to the Australian, New Zealand or other financial systems

There is a risk that a major systemic shock could occur that adversely impacts the Australian, New Zealand or other financial systems.

In the past decade the financial services industry and capital markets have been, and may continue to be, adversely affected by volatility, global economic conditions, external events, geopolitical
instability (such as global conflicts), and political developments. For example, the impacts from the COVID-19 pandemic have been, and could continue to be, significant for the global economy
including Australia and New Zealand.

Market and economic disruptions could adversely affect financial institutions such as Westpac because consumer and business spending may decrease, unemployment may rise and demand for
our products and services could decline, thereby reducing our earnings. These conditions may also affect the ability of our borrowers or counterparties to repay their loans or meet their
obligations, causing us higher credit losses and affecting investors’ willingness to invest in the Group. These events could also undermine confidence in the financial system, reduce liquidity,
impair access to funding and affect our customers and counterparties. If this occurred, our business, prospects, financial performance or financial condition could be adversely affected.

The nature and consequences of any such event are difficult to predict and there is a risk that our response may be ineffective.
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Declines in asset markets could adversely affect our operations or profitability

Recent and future declines in Australian, New Zealand or other asset markets, including equity, residential and commercial property markets have adversely affected, and could in the future
adversely affect, our operations and profitability.

Declining asset prices could also impact customers and counterparties and the value of security (including residential and commercial property) we hold. This may impact our ability to recover
amounts owing to us if customers or counterparties default. It may also affect our impairment charges and provisions, in turn impacting our financial performance and financial condition.

Declining asset prices also impact our wealth management business as its earnings partly depend on fees based on the value of securities and/or assets held or managed.

Our business is substantially dependent on the Australian and New Zealand economies
Our revenues and earnings are dependent on economic activity and the level of financial services our customers require.

The majority of our business is conducted in Australia and New Zealand so our performance is influenced by the level and cyclical nature of activity in these countries. These factors are in turn
impacted by domestic and international economic conditions (including, at present, the COVID-19 pandemic).

A significant decrease in Australian and New Zealand housing valuations and commercial property valuations could adversely impact our lending activities because borrowers with loans in excess
of their property value show a higher propensity to default. If defaults occur, our security may be eroded, causing higher credit losses. The demand for our home lending products may also
decline due to changes in tax legislation (such as changes to tax rates, concessions or deductions), regulatory requirements or buyer concerns about decreases in values.

Adverse changes to economic and business conditions in Australia, New Zealand and other countries could also adversely affect our customers. In particular, due to the economic relationship
between Australia and China, particularly in the mining, resources and agricultural sectors, a slowdown in China’s economic growth (or the adoption of protectionist trade measures) could
negatively impact the Australian economy. Changes in commodity prices, Chinese Government policies and economic conditions could reduce demand for our products and services and affect
the ability of our borrowers to repay their loans. If this occurred, it could negatively impact our business, prospects, financial performance or financial condition.

Monetary policy can also significantly affect the Group. Interest rate settings (including low or negative rates) and other actions taken by central banks (such as quantitative easing) may adversely
affect our cost of funds, the value of our lending and investments and our margins. Monetary policies also impact economic conditions of the jurisdictions we operate or obtain funding in. These
policies could affect demand for our products and services and/or have a negative impact on the Group’s customers and counterparties, potentially increasing the risk that they will default. All
these factors could adversely affect our business, prospects, financial performance or financial condition.

An increase in defaults has adversely affected and could further adversely affect our financial performance or financial condition

We establish provisions for credit impairment based on current information and our expectations. If economic conditions deteriorate beyond our expectations, some customers and/or
counterparties could experience higher financial stress leading to an increase in defaults and write-offs, and higher provisioning. Such events could adversely affect our liquidity, capital resources,
financial performance or financial condition.

These risks are heightened by the COVID-19 pandemic which has negatively impacted economic activity and caused a range of customers to experience financial stress. The pandemic has seen
many customers cease or substantially reduce their operations for an unknown period. In addition, individuals may have been laid off, been unable to work, or have fewer work hours. Westpac
has received requests for assistance from affected businesses and consumers and has implemented, and will continue to implement, various initiatives to support them, including repayment
deferrals and interest capitalisation. These initiatives, and any support that governments or regulators may in the future require banks to provide to customers impacted by the COVID-19
pandemic, may have a negative impact on the Group’s financial performance and may see the Group assume greater risk than it would have under ordinary circumstances.

The long-term impact of the COVID-19 pandemic on customers and the magnitude of defaults or impairments is uncertain. For example, consumers may permanently decrease discretionary
spending, which may increase the time it takes certain industries to recover.

Credit risk also arises from certain derivative, clearing and settlement contracts we enter into, and from our dealings in, and holdings of, debt securities issued by other institutions, the financial
conditions of which may be affected to varying degrees by economic conditions in global financial markets.

For a discussion of our risk management, including the management of credit risk, refer to the ‘Risk management’ section and Note 21 to the financial statements.
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We face intense competition in all aspects of our business

The financial services industry is highly competitive. We compete with a range of firms, including retail and commercial banks, investment banks, other financial service companies, fintech
companies and businesses in other industries with financial services aspirations. This includes those not subject to the same capital and regulatory requirements which may allow those
competitors to operate more flexibly.

Emerging competitors are increasingly altering the competitive environment by adopting new business models or seeking to use new technologies to disrupt existing business models.

The competitive environment may also change as a result of increased scrutiny by regulators in the sector, and legislative reforms such as ‘Open Banking’, which will stimulate competition,
improve customer choice and likely give rise to increased competition from new and existing firms.

A failure to compete effectively in the various markets in which we operate has and may continue to lead to a decline in our margins or market share.

Deposits fund a significant portion of our balance sheet and have been a relatively stable source of funding. If we are not able to successfully compete for deposits this could increase our cost of
funding, lead us to seek access to other types of funding or result in us reducing our lending.

Our ability to compete depends on our ability to offer products and services that meet evolving customer preferences. A failure to effectively respond to changes in customer preferences could
see us lose customers. This could adversely affect our business, prospects, financial performance or financial condition.

For more detail on how we address competitive pressures refer to ‘Competition’ in Section 1.

We could suffer losses due to market volatility

We are exposed to market risk due to our financial markets businesses, our defined benefit plan and through asset and liability management. Market risk is the risk of an adverse impact on
earnings resulting from changes in market factors, such as foreign exchange rates, commodity prices, equity prices, and interest rates (including low or negative interest rates and any resulting
pressure placed on the Group’s interest margins). This includes interest rate risk in the banking book due to a mismatch between the duration of assets and liabilities arising from the normal
course of business activities.

Changes in markets could be driven by numerous developments. For example, the COVID-19 pandemic has resulted in significant market disruption and price volatility.

The July 2017 announcement by the FCA (which regulates the London Interbank Offered Rate (“LIBOR”)) that it would not require panel banks to continue to submit rates for the calculation of the
LIBOR benchmark after 2021 may also impact market volatility. Accordingly, the continuation of LIBOR in its current form will not be guaranteed after 2021, and it appears that LIBOR will be
discontinued or modified by 2021. Any such developments or future changes in the administration of LIBOR or other market benchmarks could have adverse consequences to the return on, value
of and market for securities and other instruments linked to any such benchmark, including securities or other instruments issued by the Group.

If we were to suffer substantial losses due to market volatility (including changes in the return on, value of or market for, securities or other instruments) it may adversely affect our business,
prospects, liquidity, capital resources, financial performance or financial condition. For a discussion of our risk management procedures, including the management of market risk, refer to the
‘Risk management’ section.

We have and could suffer losses due to operational risks

Operational risk includes, among other things, reputational risk, technology risk, model risk and outsourcing risk, as well as the risk of business disruption due to external events such as natural
disasters, or outbreaks of communicable diseases (such as the COVID-19 pandemic), environmental hazard, damage to critical utilities, and targeted activism and protest activity. While we have
policies, processes and controls in place to manage these risks, these have not always been, or may not now be, effective.

Ineffective processes and controls have resulted in, and could result in, an adverse outcome for Westpac's customers. For example, a process breakdown could result in a customer not receiving
a product on the terms, conditions, or pricing they agreed to, potentially leading to greater amounts of financial stress. Failed processes could also result in Westpac incurring losses because we
cannot enforce our contractual rights. This could occur because Westpac did not correctly document its rights or failed to perfect a security interest. These types of operational failures may also
result in customer remediation and/or increased regulatory scrutiny and, depending on the nature of the failure, result in class action proceedings or a regulator commencing an investigation
and/or taking other action.

We could incur losses from fraudulent applications for loans or from incorrect or fraudulent payments and settlements. Fraudulent conduct can also arise from external parties seeking to access
the bank’s systems or customer accounts. If systems, procedures and protocols for managing fraud fail, or are ineffective, they could lead to losses which could adversely affect our customers,
business, prospects, reputation, financial performance or financial condition.
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Westpac is also exposed to model risk, being the risk of loss arising from errors or inadequacies in data or a model, or in the control and use of a model.

Financial services entities have been increasingly sharing data with third parties, such as suppliers and regulators, to conduct their business and meet regulatory obligations. A breakdown in a
process or control related to the transfer, storage or protection of data sent to a third party, or the failure of a third party to use and handle this data correctly, could result in the Group failing to
meet a compliance obligation (including relevant privacy obligations) and/or have an adverse impact on our customers and the Group.

Westpac also relies on a number of suppliers, both in Australia and overseas, to provide services to it and its customers. The COVID-19 pandemic is disrupting some suppliers and third party
contractors, and these disruptions are likely to continue. Failures by these third-party contractors and suppliers to deliver services as required could disrupt Westpac's ability to provide its
products and services and adversely impact our operations, financial performance or reputation.

Another possible source of disruption to the Group is central banks adopting negative interest rates. If this occurred, the technology systems used by the Group, its counterparties and/or financial
infrastructure providers may not operate correctly and this may cause loss or damage to the Group and/or its counterparties.

For a discussion of our risk management procedures, including the management of operational risk, refer to the ‘Risk management’ section.

Poor data quality could adversely affect our business and operations

Accurate, complete and reliable data, along with appropriate data control, retention and access frameworks and processes, is critical to Westpac’s business. Data plays a key role in how we
provide products and services to customers, our systems, our risk management framework and our decision-making and strategic planning.

In some areas of our business, we are affected by poor data quality. This has occurred and could arise in the future in a number of ways, including through inadequacies in systems, processes
and policies, or the ineffective implementation of data management frameworks.

Poor data quality could lead to poor customer service, negative risk management outcomes, and deficiencies in credit systems and processes. Any deficiency in credit systems and processes
could, in turn, have a negative impact on Westpac’s decision making in the provision of credit and the terms on which it is provided.

Poor data or poor data retention can also affect Westpac’s ability to meet its compliance obligations which could lead to a regulator taking action against us. Westpac also needs accurate data for
financial and other reporting.

Due to the importance of data, the Group has and will likely continue to incur substantial costs and devote significant effort to improving the quality of data and data frameworks and processes
and remediating deficiencies where necessary. Some of our efforts to remediate data issues have been disrupted by the COVID-19 pandemic and if these are not fixed in a timely way could result
in increased regulatory scrutiny, and lead regulators to require the Group to remediate these issues within specific timeframes.

The consequences and effects arising from poor data quality or poor data retention could have an adverse impact on the Group’s business, operations, prospects, financial performance and/or
financial condition.

Breakdowns in processes and procedures have required, and could in the future require, us to undertake remediation activity

Breakdowns in Westpac’s processes and procedures (such as those identified in the civil penalty proceedings brought by AUSTRAC) have led to, and could in the future lead to, adverse
outcomes for customers, employees or other third parties which Westpac is required to remediate.

The Group has, on a number of occasions, incurred significant remediation costs (including compensation payments and costs of correcting the issue) and there is a risk that similar issues will
arise in the future that will require remediation.

There are significant challenges and risks involved in customer remediation activities. Westpac's ability to investigate the underlying issue could be impeded if the issue is old and occurred
beyond our record retention period, or our records are inadequate. It may also be difficult and take significant time to properly quantify and scope a remediation activity.

Determining how to compensate customers properly and fairly can also be complicated, involving numerous stakeholders. The Group’s proposed approach to a remediation may be affected by a
number of events, such as affected customers commencing a class action, or a regulator requiring a remediation to be done in a specific way. These factors could delay Westpac in completing
the remediation and may lead to a regulator commencing enforcement action against the Group. It could result in increased reputational risk, and we could be challenged by regulators, affected
customers, the media and other stakeholders.

The significant challenges involved in scoping and executing remediations also create a risk that the remediation costs incurred will be higher than initially estimated. Further, delays in completing
a remediation could result in Westpac incurring additional administration costs and making higher remediation payments to customers to reflect the time value of money.

If the Group cannot effectively scope, quantify or implement a remediation activity in a timely way, there could be an adverse impact on our business, prospects, reputation, financial performance
or financial condition.
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We have suffered, and in the future could suffer, losses and be adversely affected by the failure to implement effective risk management
Our risk management framework has not always been, or may not in the future prove to be, effective.

This could be because the design of the framework is inadequate or that key risk management policies, controls and processes may be ineffective, due to inadequacies in their design, technology
failures or because of poor implementation. The potential for these types of failings is heightened if the Group does not have enough appropriately skilled, trained and qualified employees in key
positions.

There are also inherent limitations with any risk management framework as risks may exist, or emerge in the future, that we have not anticipated or identified and our controls may not be
effective.

The risk management framework may also prove ineffective because of weaknesses in risk culture, which may result in risks and control weaknesses not being identified, escalated and acted
upon. Recent analysis and reviews, in addition to regulatory feedback, have highlighted that the framework is not operating satisfactorily in a number of respects and needs to be improved. The
Group has a number of risks which sit outside our risk appetite or do not meet the expectations of regulators. Further, a deficiency in the design or operation of our remuneration structures could
have a negative effect, potentially resulting in staff engaging in excessive risk taking behaviours.

As part of the Group’s risk management framework, the Group measures and monitors risks against its risk appetite. If a risk is out-of-appetite, the Group needs to take steps to bring this risk
back into appetite in a timely way. However, the Group may not always be able to achieve this within proposed timeframes. This may occur because, for example, the Group experiences delays
in enhancing its information technology systems or in recruiting sufficient numbers of appropriately trained staff for required activities. It is also possible that due to external factors beyond our
control, certain risks may be inherently outside of appetite for periods of time. The Group is required to periodically review its risk management framework to determine if it remains appropriate.

If the Group is unable to bring risks back into appetite, or if it is determined that the Group’s risk management framework is no longer appropriate, the Group may incur unexpected losses and be
required to undertake considerable remedial work, including incurring substantial costs. The failure to remedy this situation could result in increased scrutiny from regulators, who could require
(amongst other things) that the Group hold additional capital or direct the Group to spend money to enhance its risk management systems and controls. \Weaknesses in risk management systems
and controls have recently led to adverse outcomes for the Group, with APRA requiring Westpac to hold additional capital following the completion of its Culture, Governance and Accountability
self- assessment, as well as following the commencement of civil penalty proceedings by AUSTRAC. Inadequacies in addressing risks or in the Group’s risk management framework could also
result in the Group failing to meet a compliance obligation and/or financial losses.

If, as has occurred, any of our governance or risk management processes and procedures prove ineffective or inadequate or are otherwise not appropriately implemented, we could be exposed
to higher levels of risk than expected which may result in unexpected losses, breaches of compliance obligations and reputational damage which could adversely affect our business, prospects,
financial performance or financial condition.

For a discussion of our risk management procedures, refer to the ‘Risk management’ section.

Our failure to recruit and retain key executives, employees and Directors may have adverse effects on our business

Key executives, employees and Directors play an integral role in the operation of Westpac'’s business and its pursuit of its strategic objectives. The unexpected departure of an individual in a key
role, or the Group’s failure to recruit and retain appropriately skilled and qualified persons into these roles, could each have an adverse effect on our business, prospects, reputation, financial
performance or financial condition.

Climate change may have adverse effects on our business

We, our customers, external suppliers and communities in which we operate, may be adversely affected by the physical risks of climate change, including increases in temperatures, sea levels,
and the frequency and severity of adverse climatic events including fires, storms, floods and droughts. These effects, whether acute or chronic in nature, may directly impact us and our customers
through disruptions to business and economic activity or impacts on income and asset values.

Initiatives to mitigate or respond to climate change (transition risks) may impact market and asset prices, economic activity, and customer behaviour, particularly in emissions intensive industry
sectors and geographies affected by these changes. Further, the failure or perceived failure to manage climate change appropriately may increase the risk that third parties commence litigation
against the Group, with this type of climate-related litigation becoming more common.

Failure to effectively manage and disclose these risks could adversely affect our business, prospects, reputation, financial performance or financial condition.
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We could suffer losses due to environmental factors or external events

We and our customers operate businesses and hold assets in a diverse range of geographic locations. Any significant environmental change or external event (including fire, storm, flood,
earthquake, outbreaks or pandemics of communicable diseases such as the COVID-19 pandemic, civil unrest or terrorism) in any of these locations has the potential to disrupt business activities,
damage property and affect asset values and our ability to recover amounts owing to us. In addition, such an event could have an adverse impact on economic activity, consumer and investor
confidence, or the levels of volatility in financial markets, all of which could adversely affect our business, prospects, financial performance or financial condition.

We could suffer losses due to insurance risk

Insurance risk is the risk in our licensed regulated insurance entities of lapses being greater than expected, or the costs of claims being greater than expected due to a failure in product design,
underwriting, reinsurance arrangements or an increase in the severity and/or frequency of insured events. The COVID-19 pandemic and its economic impacts may lead to increased insurance
claims, as well as potentially impact new business, lapses, and capital coverage for the Group’s insurance entities.

In life insurance, risk arises primarily through mortality and morbidity (illness and injury) risks, the costs of claims relating to those risks being greater than was anticipated and policy lapses.

In general insurance, insurance risk arises mainly through environmental events (including storms, floods and bushfires) and other calamities, such as earthquakes and tsunamis. The frequency
and severity of these external events is difficult to predict and it is possible that pricing and reserving may not be adequate to cover the cost of claims that may arise.

In lenders mortgage insurance, insurance risk arises primarily from higher levels of mortgage defaults than expected, mostly from unemployment or other economic factors.
If our reinsurance arrangements are ineffective, this could lead to more retained losses than anticipated. The Group has been unable to, and may in the future be unable to, renew reinsurance

arrangements on similar terms, including in relation to the cost, duration and amount of reinsurance cover provided. There is also a risk that we will not be able to obtain and have not obtained
appropriate reinsurance or insurance coverage for the risks that the Group may be exposed to.

Changes in critical accounting estimates and judgements could expose the Group to losses

The Group is required to make estimates, assumptions and judgements when applying accounting policies and preparing its financial statements, particularly in connection with the calculation of
provisions (including remediation and expected credit losses) and the determination of the fair value of financial instruments. A change in a critical accounting estimate, assumption and/or
judgement resulting from new information or from changes in circumstances or experience could result in the Group incurring losses greater than those anticipated or provided for.

If the Group’s actual and expected credit losses exceed those currently provided for, or if any of its other accounting judgements change in the future, there could be an adverse effect on the
Group’s financial performance, financial condition and reputation. The Group’s financial performance and financial condition may also be impacted by changes to accounting standards or to
generally accepted accounting principles.

We could suffer losses due to impairment of capitalised software, goodwill and other intangible assets that may adversely affect our business, operations or financial
condition

In certain circumstances Westpac may incur a reduction in the value of intangible assets. At our balance date Westpac's intangible assets principally relate to goodwill recognised on acquisition,
capitalised software and other capitalised expenses.

Westpac is required to assess the recoverability of goodwill and other intangible asset balances at least annually or wherever an indicator of impairment exists. For this purpose, Westpac uses a
discounted cash flow calculation. Changes in the methodology or assumptions in calculations together with changes in expected cash flows, could materially impact this assessment. Estimates
and assumptions used in assessing the useful life of an asset can also be affected by a range of factors including changes in strategy, changes in technology and regulatory requirements.

In the event that an asset is no longer in use, or its value has been reduced or that its estimated useful life has declined, an impairment will be recorded, adversely impacting the Group’s financial
performance.

We could suffer losses if we fail to syndicate or sell down underwritten securities

As a financial intermediary, we underwrite listed and unlisted debt and equity securities. We could suffer losses if we fail to syndicate or sell down this risk to others. This risk is more pronounced
in times of heightened market volatility, such as during the COVID-19 pandemic.
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Certain strategic decisions may have adverse effects on our business

The Group routinely evaluates and implements strategic decisions and objectives including diversification, innovation, divestment or business expansion initiatives.

The expansion or integration of a new business, or entry into a new business, can be complex and costly.

Westpac also acquires and invests in businesses. These transactions involve a number of risks. For example, a business Westpac invests in may not perform as anticipated or ultimately prove to
be overvalued when the transaction was entered into.

In addition, we may be unable to successfully divest businesses or assets, or to do so in a timely manner. As a result we may not receive the anticipated positive business results, and the Group
could otherwise be adversely affected.

There are also risks involved in failing to appropriately respond to changes in the business environment (including changes related to economic, geopolitical, regulatory, technological,
environmental, social and competitive factors). This could have a range of adverse effects on us, such as being unable to increase or maintain market share and placing pressure on margins and
fees.

Any of these risks could have a negative impact on the Group’s business, prospects, reputation, engagement with regulators, financial performance or financial condition.

Limitation on Independent Registered Public Accounting Firm’s Liability

The liability of PricewaterhouseCoopers (an Australian partnership which we refer to as PwC Australia), with respect to claims arising out of its audit report included in this Annual Report, is

subject to the limitations set forth in the Professional Standards Act 1994 of New South Wales, Australia, as amended (the Professional Standards Act) and Chartered Accountants Australia and

New Zealand (NSW) scheme adopted by Chartered Accountants Australia and New Zealand and approved by the New South Wales Professional Standards Council pursuant to the Professional

Standards Act (the NSW Accountants Scheme). For matters occurring on or prior to 8 October 2019, the liability of PwC Australia may be subject to the limitations set forth in predecessor

schemes. The current NSW Accountants Scheme expires on 7 October 2024 unless further extended or replaced.

The Professional Standards Act and the NSW Accountants Scheme may limit the liability of PwC Australia for damages with respect to certain civil claims arising in, or governed by the laws of,

New South Wales directly or vicariously from anything done or omitted to be done in the performance of its professional services for us, including, without limitation, its audits of our financial

statements.

The extent of the limitation depends on the timing of the relevant matter and is:

+ in relation to matters occurring on or after 8 October 2013, a maximum liability for audit work of A$75 million; or

. in relation to matters occurring on or prior to 7 October 2013, the lesser of (in the case of audit services) ten times the reasonable charge for the service provided and a maximum liability for
audit work of A$75 million.

The limitations do not apply to claims for breach of trust, fraud or dishonesty.

In addition, there is equivalent professional standards legislation in place in other states and territories in Australia and amendments have been made to a number of Australian federal statutes to

limit liability under those statutes to the same extent as liability is limited under state and territory laws by professional standards legislation. Accordingly, liability for acts or omissions by PwC

Australia in Australian states or territories other than New South Wales may be limited in a manner similar to that in New South Wales.

These limitations of liability may limit recovery upon the enforcement in Australian courts of any judgment under US or other foreign laws rendered against PwC Australia based on or related to its

audit report on our financial statements. Substantially all of PwC Australia’s assets are located in Australia. However, the Professional Standards Act and the NSW Accountants Scheme have not

been subject to extensive judicial consideration and therefore how the limitation might be applied by the courts and the effect of the limitation remain untested in a number of respects, including its

effect in respect of the enforcement of foreign judgments.
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Employees
The number of employees in each area of business as at 30 September:

2020 2019’ 2018"
Consumer 9,925 9,447 9,938
Business 3,827 3,537 3,692
Westpac Institutional Bank 1,629 1,481 1,610
Westpac New Zealand 4,354 4,140 4,182
Specialist Businesses 4,037 3,576 3,550
Group Businesses 13,077 11,107 12,057
Total Group? 36,849 33,288 35,029

2020 v 2019
FTE increased 3,561 or 11% compared to 2019. FTE increased as we responded to the operational requirements of higher volumes due to COVID-19. We further increased resourcing to address
risk and financial crime matters. This was partly offset by productivity gains.

2019 v 2018
FTE decreased 1,741 or 5% compared to 2018. Delivery of productivity initiatives including organisation simplification and channel optimisation, the exit of the Advice business more than offset
additional resources required for regulatory, compliance and customer remediation related activities.

Property

We occupy premises primarily in Australia and New Zealand including 1,072 branches (2019: 1,143) as at 30 September 2020. As at 30 September 2020, we owned approximately 1% (2019:
1%) of the retail premises we occupied in Australia and none (2019: none) in New Zealand. The remainder of premises are held under commercial lease with terms generally averaging three to
five years. As at 30 September 2020, the carrying value of our directly owned Corporate and Retail premises and sites was $72 million (2019: $78 million).

Westpac Place in the Sydney CBD is the Group’s head office. In December 2015, an Agreement for Lease was executed for 275 Kent Street, allowing for Westpac’s continued occupation of
levels 1-23 until 2030 . Subsequently Westpac also leased levels 24-32 until 2024. This site has capacity for over 6,000 staff in an agile environment.

Westpac has a lease for levels 1-28 of T2 in International Towers Sydney until 2030. This site has a capacity for over 6,000 personnel in an agile environment.

We continue a corporate presence in Kogarah, in the Sydney metro area, which is a key corporate office of St.George, with a 2,400 seat capacity. A lease commitment at this site extends to 2034
with options to extend.

In Melbourne, Westpac has leased the majority of 150 Collins Street since October 2015 with a lease term that extends to 2026. This was Westpac's first fully agile workspace environment with
capacity for 1,000 staff.

Westpac on Takutai Square is Westpac New Zealand’s head office, located at the eastern end of Britomart Precinct near Customs Street in Auckland, contains 21,903 square metres of office
space across two buildings. Lease commitment at this site extends to 2031, with two six-year options to extend on each lease.

1. 2019 and 2018 comparatives have been restated as a result of the creation of Specialist Businesses. There is no impact on the total number of employees.
2. Total employees include full-time, pro-rata part time, overtime, temporary and contract staff.
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Significant long term agreements
Westpac has no individual contracts, other than contracts entered into in the ordinary course of business, that would constitute a material contract.

Related party disclosures

Details of our related party disclosures are set out in Note 36 to the financial statements and details of Directors’ interests in securities are set out in the Remuneration Report included in the
Directors’ Report.

Other than as disclosed in Note 36 to the financial statements and the Remuneration Report, if applicable, loans made to parties related to Directors and other key management personnel of
Westpac are made in the ordinary course of business on normal terms and conditions (including interest rates and collateral). Loans are made on the same terms and conditions (including
interest rates and collateral) as they apply to other employees and certain customers in accordance with established policy. These loans do not involve more than the normal risk of collectability
or present any other unfavourable features.

Auditor’s remuneration
Auditor’'s remuneration, including goods and services tax, to the external auditor for the years ended 30 September 2020 and 2019 is provided in Note 35 to the financial statements.

Audit related services

Westpac Group Secretariat monitors the application of the pre-approval process in respect of audit, audit-related and non-audit services provided by PricewaterhouseCoopers (PwC) under
Westpac's Pre-Approval of Engagement of PricewaterhouseCoopers for Audit or Non-Audit Services Policy (‘Pre-Approval Policy’).

Westpac Group Secretariat promptly brings to the attention of the Board Audit Committee any exceptions that need to be approved pursuant to paragraph (c)(7)(i)(C) of Rule 2-01 of Regulation
S-X.

The Pre-Approval Policy is communicated to Westpac’s divisions through publication on the Westpac intranet.

During the year ended 30 September 2020, there were no fees paid by Westpac to PwC that required approval by the Board Audit Committee pursuant to paragraph (c)(7)(i)(C) of Rule 2-01 of
Regulation S-X.
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Cross-border outstandings

Cross-border outstandings are loans, placements with banks, interest earning investments and monetary assets denominated in currencies other than the borrower’s or guarantor’s local currency,
or the local currency of the Westpac branch or subsidiary holding the asset. They are grouped based on the country of domicile of the borrower or the ultimate guarantor of the risk. The table
below excludes irrevocable letters of credit, amounts of which are immaterial. The relevant foreign denominated currencies have been converted at the closing spot exchange rate used in the
financial statements.

Our cross-border outstandings to borrowers in countries that individually represented in excess of 0.75% of Group total assets as at 30 September in each of the past three years were as follows:

Banks Other

Governments and Other (Primarily %

and Official Financial Commercial of Total

(in $millions unless otherwise indicated)' Institutions Institutions and Industrial) Total Assets
2020

United States 6,631 3,372 1,530 11,533 1.3%
2019

United States 9,725 3,554 1,893 15,172 1.7%
2018

United States 3,879 3,138 1,674 8,691 1.0%

Impaired assets among cross-border outstandings were $19.3 million as at 30 September 2020 (2019: $4 million, 2018: $1 million).

Westpac debt programs and issuing shelves
Access in a timely and flexible manner to a diverse range of debt markets and investors is provided by the following programs and issuing shelves as at 30 September 2020:

Program Limit Issuer(s) Program/Issuing Shelf Type
Australia
No limit WBC Debt Issuance Program

Euro Market

USD 2.5 billion WBC Euro Transferable Certificate of Deposit Program

USD 20 billion WBC/WSNZL> Euro Commercial Paper and Certificate of Deposit Program
USD 70 billion WBC Euro Medium Term Note Program

USD 10 billion WSNZL> Euro Medium Term Note Program

USD 40 billion WBC? Global Covered Bond Program

EUR 5 billion WSNZL# Global Covered Bond Program

Japan

JPY 750 billion WBC Samurai shelf

JPY 750 billion WBC Uridashi shelf

United States

USD 45 billion WBC US Commercial Paper Program

USD 10 billion WSNZL> US Commercial Paper Program

USD 35 billion WBC US Medium Term Note Program

USD 15 billion WBC (NY Branch) US Medium Term Deposit Note Program

No limit WBC (NY Branch) Certificate of Deposit Program

No limit WBC US Securities and Exchange Commission registered shelves

New Zealand
No limit WNZL Medium Term Note and Registered Certificate of Deposit Program

At face value.

Notes issued under this program by Westpac Securities NZ Limited, London branch are guaranteed by Westpac New Zealand Limited, its parent company.

Notes issued under this program are guaranteed by BNY Trust Company of Australia Limited as trustee of the Westpac Covered Bond Trust.

Notes issued under this program by Westpac Securities NZ Limited, London branch are guaranteed by Westpac New Zealand Limited, its parent company, and Westpac NZ Covered Bond Limited.

rON=
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Financial reporting

Internal control over financial reporting

The US Congress passed the Public Company Accounting Reform and Investor Protection Act in July 2002, which is commonly known as the Sarbanes-Oxley Act of 2002 (SOx). SOx is a wide
ranging piece of US legislation concerned largely with financial reporting and corporate governance. We are obligated to comply with SOx by virtue of being a foreign registrant with the SEC and
we have established procedures designed to comply with all applicable requirements of SOx.

Disclosure controls and procedures

Our management, with the participation of our CEO and CFO, evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(e)
under the US Securities Exchange Act of 1934) as of 30 September 2020.

Based upon this evaluation, our CEO and CFO have concluded that the design and operation of our disclosure controls and procedures were effective as of 30 September 2020.

Management’s Report on internal control over financial reporting

Rule 13a-15(a) under the US Securities Exchange Act of 1934 requires us to maintain an effective system of internal control over financial reporting. Refer to the sections headed ‘Management's
report on internal control over financial reporting’ and ‘Report of independent registered public accounting firm’ in Section 3 for those reports.

Changes in our internal control over financial reporting

There has been no change in our internal control over financial reporting (as defined in Rule 13a-15(f) of the US Securities Exchange Act of 1934) for the year ended 30 September 2020 that has
been identified and that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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Financial statements

Income statements for the years ended 30 September
Westpac Banking Corporation

Consolidated

Parent Entity

$m Note 2020 2019 2018 2020 2019
Interest income:

Calculated using the effective interest rate method 3 26,596 32,518 31,987 26,025 32,736

Other 3 451 704 584 598 776
Total interest income 27,047 33,222 32,571 26,623 33,512
Interest expense 3 (10,351) (16,315) (16,066) (12,539) (19,295)
Net interest income 16,696 16,907 16,505 14,084 14,217
Net fee income 4 1,692 1,655 2,424 1,359 922
Net wealth management and insurance income 4 751 1,029 2,061 - -
Trading income 4 895 929 945 876 956
Other income 4 249 129 72 1,597 2,684
Net operating income before operating expenses and impairment charges 20,183 20,649 22,007 17,916 18,779
Operating expenses 5 (12,739) (10,106) (9,566) (10,772) (8,631)
Impairment charges 6 (3,178) (794) (710) (2,691) (750)
Profit before income tax 4,266 9,749 11,731 4,453 9,398
Income tax expense 7 (1,974) (2,959) (3,632) (1,795) (2,277)
Net profit for the year 2,292 6,790 8,099 2,658 7121
Net profit attributable to non-controlling interests (NCI) 2) (6) (4) - -
Net profit attributable to owners of Westpac Banking Corporation (WBC) 2,290 6,784 8,095 2,658 7,121
Earnings per share (cents)

Basic 8 63.7 196.5 2375

Diluted 8 63.7 189.5 2301

The above income statements should be read in conjunction with the accompanying notes.
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Financial statements

Statements of comprehensive income for the years ended 30 September
Westpac Banking Corporation

Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Net profit for the year 2,292 6,790 8,099 2,658 7,121
Other comprehensive income
Items that may be reclassified subsequently to profit or loss
Gains/(losses) recognised in equity on:
Available-for-sale securities - - (102) - -
Debt securities measured at fair value through other comprehensive income (FVOCI) 357 (46) - 289 (39)
Cash flow hedging instruments (95) (203) (161) (28) (121)
Transferred to income statements:
Available-for-sale securities - - 66 - -
Debt securities measured at FVOCI (79) (29) - (79) (29)
Cash flow hedging instruments 218 197 203 150 128
Foreign currency translation reserve 55 (10) 3) 55 -
Loss allowance on debt instruments measured at
FvOcCI 2 - - 2 -
Exchange differences on translation of foreign operations (net of associated hedges) (168) 182 181 (131) 162
Income tax on items taken to or transferred from equity:
Available-for-sale securities reserve - - 9 - -
Debt instruments measured at FVOCI (81) 20 - (62) 18
Cash flow hedging instruments (36) 2 (13) (37) 3)
Items that will not be reclassified subsequently to profit or loss
Gains/(losses) on equity instruments measured at FVOCI (net of tax) (21) 1 - 1 2)
Own credit adjustment on financial liabilities measured at fair value (net of tax) (39) (10) 43 (39) (10)
Remeasurement of defined benefit obligation recognised in equity (net of tax) (115) (276) 45 (110) (268)
Other comprehensive income for the year (net of tax) (2) (162) 268 11 (164)
Total comprehensive income for the year 2,290 6,628 8,367 2,669 6,957
Attributable to:
Owners of WBC 2,291 6,620 8,363 2,669 6,957
NCI 1) 8 4 - -
Total comprehensive income for the year 2,290 6,628 8,367 2,669 6,957

The above statements of comprehensive income should be read in conjunction with the accompanying notes.
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Balance sheets as at 30 September
Westpac Banking Corporation

Consolidated

Parent Entity

$m Note 2020 2019 2020 2019
Assets
Cash and balances with central banks 30,129 20,059 25,436 17,692
Collateral paid 4,778 5,930 4,641 5,773
Trading securities and financial assets measured at fair value through income statement (FVIS) 10 40,667 31,781 38,030 29,565
Derivative financial instruments 20 23,367 29,859 22,794 29,283
Investment securities 11 91,539 73,401 85,826 68,398
Loans 12 693,059 714,770 607,824 631,936
Other financial assets 14 5,474 5,367 4,745 4,615
Life insurance assets 15 3,593 9,367 - -
Due from subsidiaries - - 180,979 142,961
Investment in subsidiaries - - 6,475 6,436
Investment in associates 61 129 57 100
Property and equipment 3,910 1,155 3,447 948
Deferred tax assets 7 3,064 2,048 2,497 1,925
Intangible assets 25 11,497 11,953 9,630 9,687
Other assets 808 807 421 420
Total assets 911,946 906,626 992,802 949,739
Liabilities
Collateral received 2,250 3,287 1,862 2,849
Deposits and other borrowings 16 591,131 563,247 521,613 501,430
Other financial liabilities 17 40,925 29,215 40,156 28,516
Derivative financial instruments 20 23,054 29,096 22,779 28,867
Debt issues 18 150,325 181,457 127,666 156,674
Current tax liabilities 70 163 13 88
Life insurance liabilities 15 1,396 7,377 - -
Due to subsidiaries = - 186,263 148,607
Provisions 27 5,287 3,169 4,983 2,980
Deferred tax liabilities 7 126 44 = -
Other liabilities 5,359 2,238 3,770 1,064
Total liabilities excluding loan capital 819,923 819,293 909,105 871,075
Loan capital 19 23,949 21,826 23,949 21,826
Total liabilities 843,872 841,119 933,054 892,901
Net assets 68,074 65,507 59,748 56,838
Shareholders’ equity
Share capital:
Ordinary share capital 28 40,509 37,508 40,509 37,508
Treasury shares and Restricted Share Plan (RSP) treasury shares 28 (563) (553) (621) (575)
Reserves 28 1,544 1,311 1,576 1,338
Retained profits 26,533 27,188 18,284 18,567
Total equity attributable to owners of WBC 68,023 65,454 59,748 56,838
NCI 28 51 53 - -
Total shareholders’ equity and NCI 68,074 65,507 59,748 56,838

The above balance sheets should be read in conjunction with the accompanying notes.




WESTPAC GROUP 2020 ANNUAL REPORT 199

Financial statements

Statements of changes in equity for the years ended 30 September
Westpac Banking Corporation

Total equity Total
attributable shareholders’

Consolidated Share capital Reserves Retained to owners NCI equity
$m (Note 28) (Note 28) profits of WBC (Note 28) and NCI
Balance at 1 October 2017 34,394 794 26,100 61,288 54 61,342
Net profit for the year - - 8,095 8,095 4 8,099
Net other comprehensive income for the year - 180 88 268 - 268
Total comprehensive income for the year - 180 8,183 8,363 4 8,367
Transactions in capacity as equity holders

Dividends on ordinary shares’ - - (6,400) (6,400) - (6,400)

Dividend reinvestment plan 631 - - 631 - 631

Conversion of Convertible Preferences Shares 566 - - 566 - 566
Other equity movements

Share-based payment arrangements - 103 - 103 - 103

Exercise of employee share options and rights 3 - - 3 - 3

Purchase of shares (net of issue costs) (35) - - (35) - (35)

Net (acquisition)/disposal of treasury shares 2 - - 2 - 2

Other - - - - (6) (6)
Total contributions and distributions 1,167 103 (6,400) (5,130) (6) (5,136)
Balance at 30 September 2018 35,561 1,077 27,883 64,521 52 64,573
Impact on adoption of new accounting standards - 2 (727) (725) - (725)
Restated opening balance 35,561 1,079 27,156 63,796 52 63,848
Net profit for the year - - 6,784 6,784 6 6,790
Net other comprehensive income for the year - 122 (286) (164) 2 (162)
Total comprehensive income for the year - 122 6,498 6,620 8 6,628
Transactions in capacity as equity holders

Dividends on ordinary shares’ - - (6,466) (6,466) - (6,466)

Dividend reinvestment plan 1,489 - - 1,489 - 1,489
Other equity movements

Share-based payment arrangements - 108 - 108 - 108

Purchase of shares (net of issue costs) (33) - - (33) - (33)

Net (acquisition)/disposal of treasury shares (62) - - (62) - (62)

Other - 2 - 2 ) (5)
Total contributions and distributions 1,394 110 (6,466) (4,962) (] (4,969)
Balance at 30 September 2019 36,955 1,311 27,188 65,454 53 65,507
Net profit for the year - - 2,290 2,290 2 2,292
Net other comprehensive income for the year = 155 (154) 1 (3) (2)
Total comprehensive income for the year - 155 2,136 2,291 1) 2,290
Transactions in capacity as equity holders

Share issuances 2,751 - - 2,751 - 2,751

Dividends on ordinary shares' = = (2,791) (2,791) o (2,791)

Dividend reinvestment plan 273 - - 273 - 273
Other equity movements

Share-based payment arrangements - 78 - 78 - 78

Purchase of shares (net of issue costs) (29) - - (29) - (29)

Net (acquisition)/disposal of treasury shares (10) - - (10) - (10)

Other 6 - - 6 1)
Total contributi and distributi 2,991 78 (2,791) 278 (U] 277
Balance at 30 September 2020 39,946 1,544 26,533 68,023 51 68,074

The above statements of changes in equity should be read in conjunction with the accompanying notes.

1. 2020 relates to 2019 final dividend of 80 cents per share ($2,791 million) (2019: 2019 interim dividend of 94 cents per share ($3,239 million) and 2018 final dividend of 94 cents per share ($3,227 million), 2018: 2018 interim dividend
of 94 cents per share ($3,213 million) and 2017 final dividend of 94 cents per share ($3,187 million)), all fully franked at 30%.
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Statements of changes in equity for the years ended 30 September (continued)

Westpac Banking Corporation

Total equity
attributable

Parent Entity Share capital Reserves Retained to owners
$m (Note 28) (Note 28) profits of WBC
Balance at 30 September 2018 35,546 1,114 18,696 55,356
Impact on adoption of new accounting standards - 2 (502) (500)
Restated opening balance 35,546 1,116 18,194 54,856
Net profit for the year - - 7121 7121
Net other comprehensive income for the year - 114 (278) (164)
Total comprehensive income for the year - 114 6,843 6,957
Transactions in capacity as equity holders

Dividends on ordinary shares’ - - (6,470) (6,470)

Dividend reinvestment plan 1,489 - - 1,489
Other equity movements

Share-based payment arrangements - 108 - 108

Purchase of shares (net of issue costs) (33) - - (33)

Net (acquisition)/disposal of treasury shares (69) - - (69)
Total contributions and distributions 1,387 108 (6,470) (4,975)
Balance at 30 September 2019 36,933 1,338 18,567 56,838
Net profit for the year - - 2,658 2,658
Net other comprehensive income for the year - 160 (149) 11
Total comprehensive income for the year - 160 2,509 2,669
Transactions in capacity as equity holders

Share issuances 2,751 - - 2,751

Dividends on ordinary shares’ - - (2,792) (2,792)

Dividend reinvestment plan 273 - - 273
Other equity movements

Share-based payment arrangements - 78 - 78

Purchase of shares (net of issue costs) (29) - - (29)

Net (acquisition)/disposal of treasury shares (46) - - (46)

Other 6 - - 6
Total contrib and distribution 2,955 78 (2,792) 241
Balance at 30 September 2020 39,888 1,576 18,284 59,748

The above statements of changes in equity should be read in conjunction with the accompanying notes.

1.

2020 relates to 2019 final dividend of 80 cents per share ($2,792 million) (2019: 2019 interim dividend of 94 cents per share ($3,241 million) and 2018 final dividend of 94 cents per share ($3,229 million)), all fully franked at 30%.
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Cash flow statements for the years ended 30 September
Westpac Banking Corporation

Consolidated
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Parent Entity

$m Note 2020 2019 2018 2020 2019
Cash flows from operating act
Interest received 27,215 33,093 32,639 26,830 33,770
Interest paid (11,466) (16,486) (15,789) (13,543) (19,444)
Dividends received excluding life business 16 6 9 763 2,218
Other non-interest income received 2,894 3,865 4,995 2,330 2,982
Operating expenses paid (8,598) (9,080) (7,889) (6,967) (7,491)
Income tax paid excluding life business (3,080) (3,406) (3,585) (2,732) (3,081)
Life business:
Receipts from policyholders and customers 2,235 2,189 2,008 - -
Interest and other items of similar nature 21 6 17 - -
Dividends received 306 553 642 = -
Payments to policyholders and suppliers (2,302) (2,250) (2,089) - -
Income tax paid (6) (94) (143) - -
Cash flows from operating activities before changes in operating assets and liabilities 37 7,235 8,396 10,815 6,681 8,954
Net (increase)/decrease in:
Collateral paid 348 (847) 969 329 (755)
Trading securities and financial assets measured at FVIS (8,756) (7,629) 3,492 (8,266) (7,358)
Derivative financial instruments 1,851 7,605 8,584 2,103 6,581
Loans 18,272 (4,188) (24,740) 21,273 (3,312)
Other financial assets 273 336 859 283 324
Life insurance assets and liabilities (277) (134) (230) - -
Other assets 70 (13) 10 50 (41)
Net increase/(decrease) in:
Collateral received (1,096) 1,007 (295) (1,072) 1,004
Deposits and other borrowings 28,910 1,113 23,928 20,859 963
Other financial liabilities 11,817 1,463 (3,632) 11,866 1,555
Other liabilities 4 (5) 10 ) (24)
Net cash provided by/(used in) operating activities 58,651 7,104 19,770 54,099 7,891
Cash flows from investing activities
Proceeds from available-for-sale securities - - 23,878 - -
Purchase of available-for-sale securities - - (24,376) - -
Proceeds from investment securities 33,080 19,768 - 29,807 16,483
Purchase of investment securities (51,332) (29,527) - (47,311) (25,719)
Net movement in amounts due to/from controlled entities - - - (665) 2,110
Proceeds/(payments) from disposal of controlled entities, net of cash disposed 37 - (1) 9 - -
Net (increase)/decrease in investments in controlled entities - - - (315) 94
Proceeds from disposal of associates - 45 - - -
Purchase of associates (8) (25) (30) (6) (24)
Proceeds from disposal of property and equipment 58 157 91 32 143
Purchase of property and equipment (240) (280) (310) (165) (209)
Purchase of intangible assets (1,035) (906) (882) (955) (846)
Net cash provided by/(used in) i ing (19,477) (10,769) (1,620) (19,578) (7,968)
Cash flows from financing activities
Proceeds from debt issues (net of issue costs) 34,766 61,484 59,456 27,487 50,375
Redemption of debt issues (65,160) (63,313) (64,698) (55,761) (56,347)
Payments for the principal portion of lease liabilities (543) - - (499) -
Issue of loan capital (net of issue costs) 2,225 4,935 2,342 2,225 4,935
Redemption of loan capital (262) (1,662) (2,387) (262) (1,662)
Proceeds from share issuances 2,751 - - 2,751 -
Proceeds from exercise of employee options - - 3 - -
Purchase of shares on exercise of employee options and rights (4) (6) 8) (4) 6)
Shares purchased for delivery of employee share plan (25) (27) (27) (25) (27)
Purchase of RSP treasury shares (46) (69) 71) (46) (69)
Net sale/(purchase) of other treasury shares 14 7 73 - -
Payment of dividends (2,518) (4,977) (5,769) (2,519) (4,981)
Dividends paid to NCI (1) (5) (6) - -
Net cash provided by/(used in) financing activities (28,803) (3,633) (11,092) (26,653) (7,782)
Net increase/(decrease) in cash and balances with central banks 10,371 (7,298) 7,058 7,868 (7,859)
Effect of exchange rate changes on cash and balances with central banks (301) 569 944 (124) 575
Cash and balances with central banks as at beginning of year 20,059 26,788 18,786 17,692 24,976
Cash and balances with central banks as at end of year 30,129 20,059 26,788 25,436 17,692

The above cash flow statements should be read in conjunction with the accompanying notes.
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Notes to the financial statements

Note 1. Financial statements preparation

This financial report of Westpac Banking Corporation (the Parent Entity), together with its controlled entities (the Group or Westpac), for the year ended 30 September 2020, was authorised for
issue by the Board of Directors on 1 November 2020. The Directors have the power to amend and reissue the financial report.

The principal accounting policies are set out below and in the relevant notes to the financial statements. The accounting policy for the recognition and derecognition of financial assets and
financial liabilities precedes Note 10. These accounting policies provide details of the accounting treatments adopted for complex balances and where accounting standards provide policy
choices. These policies have been consistently applied to all the years presented, unless otherwise stated.

a. Basis of preparation

(i) Basis of accounting

This financial report is a general purpose financial report prepared in accordance with:

» the requirements for an Authorised Deposit-taking Institution (ADI) under the Banking Act 1959 (as amended);

+ Australian Accounting Standards (AAS) and Interpretations as issued by the Australian Accounting Standards Board (AASB); and
+ the Corporations Act 2001.

Westpac Banking Corporation is a for-profit entity for the purposes of preparing this financial report.

The financial report also complies with International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB) and Interpretations as issued by the
IFRS Interpretations Committee (IFRIC). It also includes additional disclosures required for foreign registrants by the United States Securities and Exchange Commission (US SEC).

All amounts have been rounded in accordance with ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191, to the nearest million dollars, unless otherwise stated.

(ii) Historical cost convention

The financial report has been prepared under the historical cost convention, as modified by applying fair value accounting to financial assets and financial liabilities (including derivative
instruments) measured at fair value through income statement (FVIS) or in other comprehensive income (OCI).

(iii) Standards adopted during the year ended 30 September 2020

AASB 16 Leases (AASB 16)

AASB 16 was adopted by the Group on 1 October 2019. AASB 16 requires all operating leases of greater than 12 months duration be presented on balance sheet by the lessee as a right-of-use
(ROU) asset and lease liability. There are no significant changes to lessor accounting.

The Group adopted the standard using the simplified approach of transition with no restatement of comparative information and no effect on retained earnings.

The lease liabilities are measured at the present value of the remaining lease payments, discounted at the lessee’s incremental borrowing rate at 1 October 2019. On transition to the new
standard, the lease liability recognised in other liabilities was $3.3 billion for the Group and $3.0 billion for the Parent Entity. The associated ROU assets of $3.2 billion for the Group and $2.9
billion for the Parent Entity were measured at an amount equal to the lease liability, less previously recognised accrued lease payments of $0.1 billion for the Group and the Parent Entity. The
ROU assets are recognised in property and equipment.

All leases on balance sheet give rise to a combination of interest expense on the lease liability and depreciation of the ROU asset. Interest expense is recognised in net interest income on an
effective yield basis. Depreciation expense is recognised in operating expenses on a straight-line basis over the lease term.

Extension options are included in a number of lease contracts. The extension options are only included in the lease term if the lease is reasonably certain to be extended, which is assessed by
the Group at the lease commencement date. The assessment is reviewed if a significant event or significant change in circumstances occurs which affects this assessment and is within the
control of the Group. The Group considered the impact of COVID-19 on our assessment of extension options and concluded that they were unchanged. The Group also considered the impact of
COVID-19 on the carrying value of the ROU asset and determined there was no impairment.

The Group used the incremental borrowing rate based on the remaining maturity of leases at the date of transition as the discount rate when determining present value. The weighted average
incremental borrowing rate applied was 2.1%.

Operating lease commitments disclosed under AASB 117 Leases (AASB 117) as at 30 September 2019 were $3.7 billion for the Group and $3.4 billion for the Parent Entity compared to the
lease liabilities of $3.3 billion for the Group and $3.0 billion for the Parent Entity recognised under AASB 16 as at 1 October 2019. The difference is principally due to the discounting of the
contractual lease payments under AASB 16.




WESTPAC GROUP 2020 ANNUAL REPORT 203

Notes to the financial statements

Note 1. Financial statements preparation (continued)

AASB Interpretation 23 Uncertainty over Income Tax Treatments (Interpretation 23)

Interpretation 23 was adopted by the Group on 1 October 2019 and clarifies the recognition and measurement criteria in AASB 112 Income Taxes (AASB 112) where there is uncertainty over
income tax treatments, and requires an assessment of each uncertain tax position as to whether it is probable that a taxation authority will accept the position.

Where it is not considered probable, the effect of the uncertainty will be reflected in determining the relevant taxable profit or loss, tax bases, unused tax losses and unused tax credits or tax
rates. The amount will be determined as either the single most likely amount or the sum of the probability weighted amounts in a range of possible outcomes, whichever better predicts the
resolution of the uncertainty. Judgements will be reassessed as and when new facts and circumstances are presented.

Interpretation 23 did not have a material impact on the Group.

AASB 2019-3 Amendments to Australian Accounting Standards — Interest rate benchmark reform (AASB 2019-3)

AASB 2019-3 was early adopted, as permitted by the standard, by the Group on 1 October 2019. AASB 2019-3 makes amendments to AASB 9 Financial Instruments (December 2014) (AASB

9), AASB 139 Financial Instruments: Recognition and Measurement (AASB 139), and AASB 7 Financial Instruments: Disclosures (AASB 7) which allows the Group to apply certain exceptions to

the standard hedging requirements in respect of hedge relationships that are impacted by a market-wide interest rate benchmark reform. Specifically the exceptions allow the Group to:

«  Assume that the interest rate benchmark on which the hedged cash flows are based is not altered as a result of the reform when determining whether a forecast transaction is highly
probable;

«  Assume that interest rate benchmark of the hedged item / instrument is not altered for the life of the hedge when assessing whether a hedge is expected to continue to be highly effective;

« A hedge relationship impacted by uncertainty arising from benchmark interest rate reform is not required to pass the 80%-125% effectiveness test, however any actual ineffectiveness must
be recorded in the income statement; and

. The determination of a designated component of an exposure in portfolio hedges is only required to be made the first time that component is designated, and not when the portfolio is de-
designated and re-designated.

The exceptions allowed by the amendments are being applied to the Group’s LIBOR linked hedge relationships that mature after the LIBOR discontinuance date of 31 December 2021. Last
year the Group established an enterprise-wide Interbank Offered Rates (IBORs) Transition Program to manage the impacts of Interest Rate Benchmark Reform (IBOR reform). The scope of
the program is to address the impact of transition from IBORs to alternative reference rates (ARRs) including business, compliance, customer and technology impacts. The Governance
structure of the program is well established to include a Steering Committee with its key responsibility being the governance of the program. The Committee includes senior executives from
Finance, Legal, Technology, Compliance, Risk and all impacted business units. The program is executing against transition timelines with regulatory guidance in relation to COVID-19
indicating LIBOR is still expected to cease by end of December 2021. Significant activities underway include development of ARR product variations, changes required for adopting the
International Swaps and Derivatives Association (ISDA) Protocol, customer outreach including management of conduct risk in customer transition and technology. Changes required for both
euro short-term rate (ESTR) and secured overnight funding rate (SOFR) LCH discounting have been implemented.

A key assumption made when performing hedge accounting at the reporting date is that both the hedged item and instrument will be amended from existing LIBOR linked floating rates to new
ARRs on the same date. Where actual differences between those dates arise hedge ineffectiveness will be recorded in the income statement.

Note 20 provides further information regarding the hedging relationships affected by the IBOR reform.
Refer to Note 1 (c) — Future developments in accounting standards for details of the accounting standard issues but not yet effective dealing with phase two of the IBOR reform.
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(iv) Business combinations

Business combinations are accounted for using the acquisition method of accounting. Acquisition cost is measured as the aggregate of the fair value at the date of acquisition of the assets given,
equity instruments issued or liabilities incurred or assumed. Acquisition-related costs are expensed as incurred (except for those costs arising on the issue of equity instruments which are
recognised directly in equity).

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination are measured at fair value on the acquisition date. Goodwill is measured as the excess
of the acquisition cost, the amount of any non-controlling interest and the fair value of any previous Westpac equity interest in the acquiree, over the fair value of the identifiable net assets
acquired.

(v) Foreign currency translation

Functional and presentational currency
The consolidated financial statements are presented in Australian dollars which is the Parent Entity’s functional and presentation currency. The functional currency of offshore entities is usually
the main currency of the economy it operates in.

Transactions and balances

Foreign currency transactions are translated into the functional currency of the relevant branch or subsidiary using the exchange rates prevailing at the dates of the transactions. Foreign
exchange (FX) gains and losses resulting from the settiement of such transactions and from the translation at year end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognised in the income statement, except when deferred in OCI for qualifying cash flow hedges and qualifying net investment hedges.

Foreign operations

Assets and liabilities of foreign branches and subsidiaries that have a functional currency other than the Australian dollar are translated at exchange rates prevailing on the balance date. Income
and expenses are translated at average exchange rates prevailing during the year. Equity balances are translated at historical exchange rates.

The resulting exchange differences are recognised in the foreign currency translation reserve and in OCI.

On consolidation, exchange differences arising from the translation of borrowings and other foreign currency instruments designated as hedges of the net investment in foreign operations are
reflected in the foreign currency translation reserve and in OCI. When all or part of a foreign operation is disposed or borrowings that are part of the net investments are repaid, a proportionate
share of such exchange differences is recognised in the income statement as part of the gain or loss on disposal or repayment of borrowing.

(vi) Comparative revisions
Comparative information has been revised where appropriate to conform to changes in presentation in the current year and to enhance comparability.

b. Critical accounting assumptions and estimates
Applying the Group’s accounting policies requires the use of judgement, assumptions and estimates which impact the financial information. The significant assumptions and estimates used are
discussed in the relevant notes below:

. Note 7 Income tax

+  Note 13 Provisions for expected credit losses/impairment charges

. Note 15 Life insurance assets and life insurance liabilities

. Note 22 Fair values of financial assets and financial liabilities

. Note 25 Intangible assets

*  Note 27 Provisions, contingent liabilities, contingent assets and credit commitments
. Note 34 Superannuation commitments

Impact of COVID-19
The COVID-19 pandemic and the measures put in place domestically and globally to control the spread of the virus have had a significant impact on global economies and financial markets.
As aresult, this has increased the uncertainty and judgement required in relation to our critical accounting assumptions and estimates, primarily relating to:

. expected credit losses; and

«  recoverable amount assessments of intangible assets.

As there is a higher than usual degree of uncertainty associated with these assumptions and estimates, the actual economic conditions are likely to be different from those forecast which may
significantly impact accounting estimates included in these financial statements. The impact of COVID-19 is discussed further in each of the related notes.
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c. Future developments in accounting standards

The following new standards and interpretations which may have a material impact on the Group have been issued but are not yet effective, and unless otherwise stated, have not been early
adopted by the Group:

AASB 17 Insurance Contracts (AASB 17) was issued on 19 July 2017 and will be effective for the 30 September 2022 year end unless early adopted. This will replace AASB 4 Insurance
Contracts (AASB 4), AASB 1023 General Insurance Contracts and AASB 1038 Life Insurance Contracts. The main changes under the standard are:

«  the scope of the standard may result in some contracts that are currently “unbundled”, i.e. accounted for separately as insurance and investment contracts being required to be “bundled” and
accounted for as an insurance contract;

«  portfolios of contracts (with similar risks which are managed together) will be required to be disaggregated to a more granular level by both the age of a contract and the likelihood of the
contract being onerous in order to determine the recognition of profit over the contract period (i.e. the contractual service margin). The contractual service margin uses a different basis to
recognise profit to the current Margin on Services approach for life insurance and therefore the pattern of profit recognition is likely to differ;

«  risk adjustments, which reflect uncertainties in the amount and timing of future cash flows, are required for both general and life insurance contracts rather than just general insurance
contracts under the current accounting standards;

. the contract boundary, which is the period over which profit is recognised, differs and is determined based on the ability to compel the policyholder to pay premiums or the substantive
obligation to provide coverage/ services. For some general insurance contracts (e.g. some lender mortgage insurance and reinsurance contracts) this may result in the contract boundary
being longer. For life insurance, in particular term renewable contracts, the contract boundary is expected to be shorter. Both will be impacted by different patterns of profit recognition
compared to the current standards;

. a narrower definition of what acquisition costs may be deferred;

. an election to recognise changes in assumptions regarding discount rate in OCI rather than in income statement;

. an election to recognise changes in the fair value of assets supporting policy liabilities in OCI rather than through the income statement;

«  reinsurance contracts and the associated liability are to be determined separately to the gross contract liability and may have different contract boundaries; and
. additional disclosure requirements.

The standard is expected to result in a reduction in the level of deferred acquisition costs, however the quantum of this and the income statement impacts to the Group are not yet practicable to
determine.

AASB 2020-5 Amendments to Australian Accounting Standards — Insurance Contracts was issued on 30 July 2020. This standard includes a number of amendments to AASB 17. These
amendments include:

«  deferral of acquisition costs for anticipated renewals outside of the initial contract boundary;
«  further clarity on the contractual service margin;

. additional scope exclusion for credit card contracts and similar contracts that provide insurance coverage as well as optional scope exclusion for loan contracts that transfer significant
insurance risk;

. ability to recognise a gain in the income statement for reinsurance contracts, to offset losses from onerous contracts on initial recognition;
+  simplified presentation requirements; and

+  additional transitional relief.

In addition, the effective date of AASB 17 will be deferred by two years to be applicable to the Group for the 30 September 2024 financial year.

On 22 September 2020, the AASB issued AASB 2020-8 Amendments to Australian Accounting Standards — Interest Rate Benchmark Reform — Phase 2 which makes further amendments to
AASB 9, AASB 139, and AASB 7 resulting from IBOR reform. Amendments are also made to AASB 4 and AASB 16. The standard is effective for the 30 September 2022 year end unless early
adopted. The amendments:

« allow the Group to account for a change in contractual cash flows of a financial instrument or lease liability that result specifically from IBOR reform by updating the effective interest rate
rather than recognising a modification gain or loss;

. allow the Group to continue hedge accounting and not trigger a de-designation when the following occurs specific to IBOR reform:
— changes to hedge documentation to update the hedged risk, item and instrument;
—  changes to the method of assessing hedge ineffectiveness;

— once the hedge relationship has been converted from LIBOR to ARR the cumulative change in fair value for ineffectiveness testing could be reset to zero if this would improve the
retrospective effectiveness test;




206 WESTPAC GROUP 2020 ANNUAL REPORT

Notes to the financial statements

Note 1. Financial statements preparation (continued)

—  this amendment can apply to macro cash flow and fair value hedges where subgroups can be formed within the portfolio of hedges where some are under the existing LIBOR rate and
others have already changed to the ARR;

*  require additional disclosures including:
—  quantitative information regarding all financial instruments linked to LIBOR which have not been yet converted to ARR;
—  changes to the entity’s risk management strategy arising from IBOR reform; and
—  the management of the Group’s transition to ARR.

These amendments will impact the Group’s financial instruments and lease liabilities that reference a LIBOR rate as they transition to an ARR. The Group is currently assessing the impact of the
standard and considering whether to early adopt the amendments as permitted by the standard.

A revised Conceptual Framework (Framework) was issued in May 2019. This will be effective for the Group for the 30 September 2021 financial year. The revised Framework includes new
definitions and recognition criteria for assets, liabilities, income and expenses and other relevant financial reporting concepts. The changes are not expected to have a material impact to the
Group.

Other amendments to existing standards that are not yet effective are not expected to have a material impact to the Group.
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Note 2. Segment reporting
Accounting policy

Operating segments are presented on a basis consistent with information provided internally to Westpac'’s key decision makers and reflect the management of the business, rather than the
legal structure of the Group.

Internally, Westpac uses ‘cash earnings’ in assessing the financial performance of its divisions. Management believes this allows the Group to:
. more effectively assess current year performance against prior years;

. compare performance across business divisions; and

. compare performance across peer companies.

Cash earnings is viewed as a measure of the level of profit that is generated by ongoing operations and is therefore typically considered in assessing distributions, including dividends. Cash
earnings is neither a measure of cash flow nor net profit determined on a cash accounting basis, as it includes both cash and non-cash adjustments to statutory net profit.

To determine cash earnings, three categories of adjustments are made to statutory results:

. material items that key decision makers at the Westpac Group believe do not reflect ongoing operations;

. items that are not typically considered when dividends are recommended, such as the amortisation of intangibles, impact of Treasury shares and economic hedging impacts; and
. accounting reclassifications between individual line items that do not impact statutory results.

Internal charges and transfer pricing adjustments have been reflected in the performance of each operating segment. Inter-segment pricing is determined on an arm’s length basis.

Reportable operating segments

The operating segments are defined by the customers they serve and the services they provide:

« Consumer:
- is responsible for sales and service of banking and financial products and services to consumer customers in Australia; and
— operates under the Westpac, St.George, BankSA, Bank of Melbourne, and RAMS brands.

« Business:

— is responsible for sales and service of banking products and services for SME and commercial customers in Australia. SME and Commercial customers typically have facilities up to
approximately $200 million;

- is responsible for Private Wealth, serving the banking needs of high net worth customers across the banking brands; and
- operates under the Westpac, St.George, BankSA, and Bank of Melbourne brands.
«  Westpac Institutional Bank (WIB):

— is responsible for delivering a broad range of financial products and services to commercial, corporate, institutional and government customers with connections to Australia and New
Zealand;

- services include financing, transactional banking, financial and debt capital markets; and
- customers are supported throughout Australia, as well as via branches and subsidiaries located in New Zealand, US, UK and Asia.

207
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+  Westpac New Zealand:

— is responsible for banking, wealth and insurance products and services to customers in New Zealand;

—  customer base includes consumers, business and institutional customers; and

—  operates under the Westpac brand for banking products, the Westpac Life brand for life insurance products and the BT brand for wealth products.
+  Specialist Businesses:

— is responsible for sales and service of Auto and Vendor Finance, Australian insurance products, Superannuation, Platforms and Investments;

— itis also responsible for Westpac Pacific which provides a full range of banking services in Fiji and Papua New Guinea; and

—  operates under the Westpac, St.George, BankSA, Bank of Melbourne and BT brands.
. Group Businesses include:

—  Treasury, which is responsible for the management of the Group’s balance sheet including wholesale funding, capital and management of liquidity. Treasury also manages the interest
rate risk and foreign exchange risks inherent in the balance sheet, including managing the mismatch between Group assets and liabilities. Treasury’s earnings are primarily sourced from
managing the Group’s balance sheet and interest rate risk, (excluding Westpac New Zealand) within set risk limits;

—  Group Technology', which comprises functions for the Australian businesses, is responsible for technology strategy and architecture, infrastructure and operations, applications
development and business integration;

- Core Support?, which comprises Group support functions, including Australian banking operations, property services, strategy, finance, risk, financial crime, compliance and conduct,
compliance, legal, human resources, and customer and corporate relations; and

—  Group Businesses also includes earnings on capital not allocated to divisions, certain intra-group transactions that facilitate presentation of performance of the Group’s operating
segments, earnings from non-core asset sales, earnings and costs associated with the Group’s Fintech investments, costs associated with customer remediation for the Advice
business®, and certain other head office items such as centrally held provisions.

Revisions to segment results
In 2020, Westpac implemented a change to the presentation of its divisional financial information. The change related to:

. the creation of the Specialist Businesses division, which includes the following businesses: Auto and Vendor Finance, Australian insurance businesses, Superannuation, Platforms and
Investments, and Westpac Pacific; and

«  the movement of certain small to medium size enterprise customers, and products between the Consumer and Business division to better reflect our new line of Business operating
structure.

This change has no impact on the Group’s overall results or balance sheet but impacts divisional results and balance sheets. Comparative divisional financial information has been restated for
this change.

1. Costs are fully allocated to other divisions in the Group.
2. Costs are partially allocated to other divisions in the Group, with costs attributed to enterprise activity retained in Group Businesses.
3. In March 2019, Westpac announced that it was exiting the provision of personal financial advice.
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The following tables present the segment results on a cash earnings basis for the Group:
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Westpac Westpac Net cash
2020 Institutional New Specialist Group earnings Income
$m Consumer Business Bank Zealand Businesses Businesses Total adjustment statement
Net interest income 8,547 4,163 1,111 1,832 534 899 17,086 (390) 16,696
Net fee income 471 438 544 123 89 (73) 1,592 - 1,592
Net wealth management and insurance income - 22 - 158 624 (45) 759 (8) 751
Trading income 90 97 637 27 57 20 928 (33) 895
Other income 12 3 1 11 8) 242 261 (12) 249
Net operating income before operating expenses and
impairment charges 9,120 4,723 2,293 2,151 1,296 1,043 20,626 (443) 20,183
Operating expenses' (4,176) (2,298) (1,316) (998) (1,548) (2,364) (12,700) (39) (12,739)
Impairment charges (1,015) (1,371) (404) (302) (255) 169 (3,178) - (3,178)
Profit before income tax 3,929 1,054 573 851 (507) (1,152) 4,748 (482) 4,266
Income tax expense (1,183) (320) (241) (239) 3 (158) (2,138) 164 (1,974)
Profit attributable to NCI - - - - (2) - (2) - 2)
Cash earnings for the year 2,746 734 332 612 (506) (1,310) 2,608 (318) 2,290
Net cash earnings adjustments - - - 7 (31) (294) (318)
Net profit attributable to equity holders of WBC 2,746 734 332 619 (537) (1,604) 2,290
Balance sheet
Loans 389,793 140,698 66,192 81,434 14,942 - 693,059
Deposits and other borrowings 219,259 151,939 102,851 68,473 9,260 39,349 591,131

1.

Included in the Specialist Businesses division in operating expenses is $571 million relating to impairment of goodwill and other intangible assets for 2020. For other divisions, there was no impairment of goodwill and impairment of

other intangibles assets was not material.
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Westpac Westpac Net cash
2019 Institutional New Specialist Group earnings Income
$m Consumer Business Bank Zealand Businesses Businesses Total adjustment statement
Net interest income 8,130 4,456 1,337 1,860 555 615 16,953 (46) 16,907
Net fee income 594 463 570 163 44 (179) 1,655 - 1,655
Net wealth management and insurance income - 16 - 177 1,319 (489) 1,023 6 1,029
Trading income 94 109 636 37 54 (23) 907 22 929
Other income 7 6 (11) 46 (5) 74 17 12 129
Net operating income before operating expenses and
impairment charges 8,825 5,050 2,532 2,283 1,967 (2) 20,655 (6) 20,649
Operating expenses (3,794) (2,094) (1,220) (939) (847) (1,137) (10,031) (75) (10,106)
Impairment charges (582) (172) (31) 10 (111) 92 (794) - (794)
Profit before income tax 4,449 2,784 1,281 1,354 1,009 (1,047) 9,830 (81) 9,749
Income tax expense (1,333) (838) (356) (369) (292) 213 (2,975) 16 (2,959)
Profit attributable to NCI - : - - (©) (1) (6) - (6)
Cash earnings for the year 3,116 1,946 925 985 712 (835) 6,849 (65) 6,784
Net cash earnings adjustments - - - (1) (45) (19) (65)
Net profit attributable to equity holders of WBC 3,116 1,946 925 984 667 (854) 6,784
Balance sheet
Loans 399,279 146,867 73,572 78,005 17,216 (169) 714,770
Deposits and other borrowings 207,578 142,558 99,005 60,801 9,277 44,028 563,247

Westpac Westpac Net cash
2018 Institutional New Specialist Group earnings Income
$m Consumer Business Bank Zealand Businesses Businesses Total adjustment statement
Net interest income 8,092 4,619 1,320 1,799 565 792 17,187 (682) 16,505
Net fee income 645 469 572 164 80 (20) 1,910 514 2,424
Net wealth management and insurance income - 14 212 149 1,533 109 2,017 44 2,061
Trading income 100 114 641 51 42 (22) 926 19 945
Other income 21 15 48 9 9 23 125 (53) 72
Net operating income before operating expenses and
impairment charges 8,858 5,231 2,793 2,172 2,229 882 22,165 (158) 22,007
Operating expenses (3,779) (1,983) (1,399) (855) (746) (936) (9,698) 132 (9,566)
Impairment charges (490) (236) 20 (22) (84) - (812) 102 (710)
Profit before income tax 4,589 3,012 1,414 1,295 1,399 (54) 11,655 76 11,731
Income tax expense (1,397) (908) (429) (361) (420) (71) (3,586) (46) (3,632)
Profit attributable to NCI - - - - (5) 1 @) - )
Cash earnings for the year 3,192 2,104 985 934 974 (124) 8,065 30 8,095
Net cash earnings adjustments (15) - - 13 (76) 108 30
Net profit attributable to equity holders of WBC 3,177 2,104 985 947 898 (16) 8,095

Balance sheet
Loans 396,265 146,099 75,627 73,604 18,329 (234) 709,690
Deposits and other borrowings 203,872 141,031 102,703 57,784 7,180 46,715 559,285




WESTPAC GROUP 2020 ANNUAL REPORT 211

Notes to the financial statements

Note 2. Segment reporting (continued)

Reconciliation of cash earnings to net profit attributable to owners of WBC
$m

2020 2019 2018
Cash earnings for the year 2,608 6,849 8,065
Cash earnings adjustments
Amortisation of intangible assets - - 17)
Fair value gain/(loss) on economic hedges (362) (35) 126
Ineffective hedges 61 20 (13)
Adjustments related to Pendal (31) (45) (73)
Treasury shares 14 (5) 7
Total cash earnings adjustments (318) (65) 30
Net profit attributable to owners of WBC 2,290 6,784 8,095

Revenue from products and services
Details of revenue from external customers by product or service are disclosed in Notes 3 and 4. No single customer amounted to greater than 10% of the Group’s revenue.

Geographic segments
Geographic segments are based on the location of the office where the following items were recognised:

2020 2019 2018
$m % $m % $m %
Revenue
Australia 26,135 85.6 31,113 84.2 32,595 85.6
New Zealand 3,439 11.3 4,520 12.2 4,381 1.5
Other overseas' 960 &l 1,331 3.6 1,097 29
Total 30,534 100.0 36,964 100.0 38,073 100.0
Non-current assets?
Australia 14,270 92.6 12,280 93.7 12,271 93.7
New Zealand 1,015 6.6 761 58 756 5.8
Other overseas’ 122 0.8 67 0.5 65 0.5
Total 15,407 100.0 13,108 100.0 13,092 100.0

1. Other overseas included Pacific Islands, Asia, the Americas and Europe.
2. Non-current assets represent property and equipment and intangible assets.
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Accounting policy

Interest income and interest expense for all interest earning financial assets and interest bearing financial liabilities at amortised cost or FVOCI, detailed within the table below, are recognised
using the effective interest rate method. Net income from treasury’s interest rate and liquidity management activities and the cost of the Bank levy are included in net interest income.

The effective interest rate method calculates the amortised cost of a financial instrument by discounting the financial instrument’s estimated future cash receipts or payments to their present
value and allocates the interest income or interest expense, including any fees, costs, premiums or discounts integral to the instrument, over its expected life.

Interest income is calculated based on the gross carrying amount of financial assets in stages 1 and 2 of the Group’s expected credit losses (ECL) model and on the carrying amount net of the
provision for ECL for financial assets in stage 3. For 2018 comparative year, interest income under AASB 139 is recognised net of provision for impairment on loans. Refer to Note 13 for further

details of the Group’s ECL model.

Consolidated

Parent Entity

$m 2020 2019 2018 2020 2019
Interest income'
Calculated using the effective i rate hod
Cash and balances with central banks 135 334 326 122 311
Collateral paid 75 201 129 74 197
Available-for-sale securities = - 1,914 = -
Investment securities 1,521 1,919 - 1,385 1,750
Loans 24,848 30,029 29,583 21,488 26,171
Other financial assets 17 35 35 16 33
Due from subsidiaries - - - 2,940 4,274
Total interest income calcul i using the effective interest rate method 26,596 32,518 31,987 26,025 32,736
Other
Net ineffectiveness on qualifying hedges 87 28 (18) v 26
Trading securities and financial assets measured at FVIS 359 662 564 338 633
Loans 5 14 38 5 14
Due from subsidiaries = - - 178 103
Total other 451 704 584 598 776
Total interest income 27,047 33,222 32,571 26,623 33,512
Interest expense
C d using the effective i rate hod
Collateral received (26) (57) (45) (23) (51)
Deposits and other borrowings (4,652) (7,967) (8,141) (3,782) (6,745)
Debt Issues (2,907) (4,706) (4,325) (2,549) (4,218)
Due to subsidiaries - - - (3,601) (4,905)
Loan capital (800) (776) (774) (800) (776)
Other financial liabilities (98) (274) (318) (98) (273)
Total interest expense calculated using the effective interest rate method (8,483) (13,780) (13,603) (10,853) (16,968)
Other
Deposits and other borrowings (402) (978) (880) (385) (961)
Trading liabilities? (787) (915) (959) (640) (828)
Debt issues (107) (163) (155) (74) (140)
Bank levy (408) (391) (378) (408) (391)
Due to subsidiaries - - - (29) 78
Other interest expense® (164) (88) 91) (150) (85)
Total other (1,868) (2,535) (2,463) (1,686) (2,327)
Total interest expense (10,351) (16,315) (16,066) (12,539) (19,295)
Total net interest income 16,696 16,907 16,505 14,084 14,217
1. Interest income includes items relating to estimated customer refunds, payments, associated costs and litigation recognised as a reduction in interest income of $170 million (2019: $372 million, 2018: $127 million) for the Group,
and $164 million (2019: $353 million) for the Parent Entity. Refer to Note 27 for further details.
2. Includes net impact of Treasury balance sheet management activities.
3. Included in other interest expense for 2020 is $64 million for the Group and $56 million for the Parent Entity relating to interest expense on lease liabilities due to the adoption of AASB 16 from 1 October 2019. Comparatives have

not been restated. Refer to Notes 1 and 26 for further details.
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Accounting policy

Non-interest income includes net fee income, net wealth management and insurance income, trading income and other income.

Net fee income

When another party is involved in providing goods or services to a Group customer, the Group assesses whether the nature of the arrangement with its customer is as a principal provider or an
agent of another party. Where the Group is acting as an agent for another party, the income earned by the Group is the net consideration received (i.e. the gross amount received from the
customer less amounts paid to a third party provider). As an agent, the net consideration represents fee income for facilitating the transaction between the customer and the third party provider
with primary responsibility for fulfilling the contract.

Fee income

Fee income is recognised when the performance obligation is satisfied by transferring the promised good or service to the customer. Fee income includes facility fees, transaction fees and other
non-risk fee income.

Facility fees include certain line fees, annual credit card fees and fees for providing customer bank accounts. They are recognised over the term of the facility/period of service on a straight line
basis.

Transaction fees are earned for facilitating banking transactions such as FX fees, telegraphic transfers and issuing bank cheques. Fees for these one-off transactions are recognised once the
transaction has been completed. Transaction fees are also recognised for credit card transactions including interchange fees net of scheme charges. These are recognised once the transaction
has been completed, however, a component of interchange fees received is deferred as unearned income as the Group has a future service obligation to customers under the Group’s credit
card reward programs.

Other non-risk fee income includes advisory and underwriting fees which are recognised when the related service is completed.

Income which forms an integral part of the effective interest rate of a financial instrument is recognised using the effective interest method and recorded in interest income (for example, loan
origination fees).

Fee expenses

Fee expenses include incremental external costs that vary directly with the provision of goods or services to customers. An incremental cost is one that would not have been incurred if a specific
good or service had not been provided to a specific customer. Fee expenses which form an integral part of the effective interest rate of a financial instrument are recognised using the effective
interest method and recorded in net interest income. Fee expenses include the costs associated with credit card loyalty programs which are recognised as an expense when the services are
provided on the redemption of points as well as merchant transaction costs.

Net wealth management and insurance income
Wealth management income

Wealth management fees earned for the ongoing management of customer funds and investments are recognised when the performance obligation is satisfied which is over the period of
management.

Insurance premium income
Insurance premium income includes premiums earned for life insurance, life investment, loan mortgage insurance and general insurance products:
« life insurance premiums with a regular due date are recognised as revenue on an accrual basis;

« life investment premiums include a management fee component which is recognised as income over the period the service is provided. The deposit components of life insurance and
investment contracts are not revenue and are treated as movements in life insurance liabilities;

» general insurance premium comprises amounts charged to policyholders, excluding taxes, and is recognised based on the likely pattern in which the insured risk is likely to emerge. The
portion not yet earned based on the pattern assessment is recognised as unearned premium liability.

Insurance claims expense

« life and general insurance contract claims are recognised as an expense when the liability is established;

+ claims incurred in respect of life investment contracts represent withdrawals and are recognised as a reduction in life insurance liabilities.
Trading income

« realised and unrealised gains or losses from changes in the fair value of trading assets, liabilities and derivatives are recognised in the period in which they arise (except day one profits or
losses which are deferred, refer to Note 22);

« netincome related to Treasury’s interest rate and liquidity management activities is included in net interest income.
Other income - dividend income

« dividends on quoted shares are recognised on the ex-dividend date;

+ dividends on unquoted shares are recognised when the company'’s right to receive payment is established.
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Consolidated

Parent Entity

$m 2020 2019 2018 2020 2019
Net fee income
Facility fees 731 730 1,365 672 680
Transaction fees 1,021 1,225 1,182 891 1,046
Other non-risk fee income 48 (76) 98 (52) (638)
Fee income 1,800 1,879 2,645 1,511 1,088
Credit card loyalty programs (102) (121) (126) (71) (90)
Transaction fee related expenses (106) (103) (95) (81) (76)
Fee expenses (208) (224) (221) (152) (166)
Net fee income 1,592 1,655 2,424 1,359 922
Net wealth management and insurance income
Wealth management income 631 276 1,145 - -
Life insurance premium income 1,297 1,443 1,410 - -
General insurance and lenders mortgage insurance (LMI) net premium earned 499 482 472 - -
Life insurance investment and other income? 64 409 666 = -
General insurance and LMI investment and other income 42 52 50 - -
Total insurance premium, investment and other income 1,902 2,386 2,598 - -
Life insurance claims and changes in life insurance liabilities® (1,284) (1,266) (1,396) = -
General insurance and LMI claims and other expenses (498) (367) (286) - -
Total insurance claims, changes in life insurance liabilities and other expenses (1,782) (1,633) (1,682) - -
Net wealth management and insurance income 751 1,029 2,061 - -
Trading income 895 929 945 876 956
Other income
Dividends received from subsidiaries - - - 762 2,215
Transactions with subsidiaries - - - 579 457
Dividends received from other entities 1 6 3 1 3
Net gain/(loss) on derecognition/sale of associates 316 38 - 305 -
Net gain/(loss) on disposal of assets 11 61 24 9 60
Net gain/(loss) on hedging of overseas operations - - - 8) 1)
Net gain/(loss) on derivatives held for risk management purposes4 4 1) 8 4 (11)
Net gain/(loss) on financial assets measured at fair value (78) (39) 38 (35) (25)
Net gain/(loss) on disposal of controlled entities = 3 9) o -
Rental income on operating leases 54 72 107 33 50
Share of associates’ net profit/(loss) (23) (23) (10) - -
Other (36) 22 (89) (53) 6
Total other income 249 129 72 1,597 2,684
Total non-interest income 3,487 3,742 5,502 3,832 4,562

Deferred income in relation to the credit card loyalty programs for the Group was $361 million as at 30 September 2020 (2019: $322 million; 2018: $318 million) and $30 million for the Parent

Entity (2019: $47 million). This will be recognised as fee income as the credit card reward points are redeemed.
There were no other material contract assets or contract liabilities for the Group or the Parent Entity.

1. Non-interest income includes items relating to estimated customer refunds, payments, associated costs and litigation recognised as a reduction in non-risk fee income, wealth management income and other income of $225

million (2019: $860 million, 2018: $171 million) for the Group, and $190 million (2019: $842 million) for the Parent Entity. Refer to Note 27 for further details.
Includes policyholder tax recoveries.

wN

4. Income from derivatives held for risk management purposes reflects the impact of economic hedges of earnings.

Life insurance claims and changes in life insurance liabilities include a $260 million loss for the Group (2019: nil, 2018: nil) recognised as a result of the liability adequacy test on life insurance contracts (refer to Note 15). It also
includes a $97 million write-off of deferred acquisition costs for the Group (2019: nil, 2018: nil) as a result of Westpac Life Insurance Limited (WLIS) ceasing to provide group life insurance products to BT Super.
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Note 5. Operating expenses’

Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Staff expenses
Employee remuneration, entitlements and on-costs 4,428 4,320 4,292 3,744 3,611
Superannuation expense2 413 378 386 351 313
Share-based payments 80 108 95 76 101
Restructuring costs 94 232 114 76 202
Total staff expenses 5,015 5,038 4,887 4,247 4,227
Occupancy expenses
Operating lease rentals 148 658 632 123 597
Depreciation and impairment of property and equipment>* 708 222 245 614 176
Other 160 143 156 145 122
Total occupancy expenses 1,016 1,023 1,033 882 895
Technology expenses
Amortisation and impairment of software assets* 970 719 620 896 653
Depreciation and impairment of IT equipment®* 272 129 141 244 117
Technology services 698 810 721 569 670
Software maintenance and licences 398 371 342 343 321
Telecommunications 216 207 209 190 182
Data processing 89 83 77 88 81
Total technology expenses 2,643 2,319 2,110 2,330 2,024
Other expenses
Professional and processing services 1,374 1,060 824 1,184 860
Amortisation and impairment of intangible assets and deferred expenditure* 523 9 138 116 -
Postage and stationery 164 179 182 130 143
Advertising 217 245 173 172 196
Non-lending losses 1,443 58 133 1,428 43
Impairment on investments in subsidiaries - - - 272 136
Other 344 175 86 1 107
Total other expenses 4,065 1,726 1,536 3,313 1,485
Total operating expenses 12,739 10,106 9,566 10,772 8,631

1. Operating expenses include estimated costs associated with AUSTRAC proceedings of $1,478 million which includes a provision for penalty of $1,300 million (2019: nil, 2018: nil) for the Group and the Parent Entity. They also
include estimated customer refunds, payments, associated costs and litigation of $317 million (2019: $196 million, 2018: $111 million) for the Group and $488 million (2019: $180 million) for the Parent Entity. Refer to Note 27
for further details.
Superannuation expense includes both defined contribution and defined benefit expense. Further details of the Group’s defined benefit plans are in Note 34.
These balances include depreciation of ROU assets of $630 million for the Group and $567 million for the Parent Entity due to the adoption of AASB 16 from 1 October 2019. Comparatives have not been restated. Refer to
Notes 1 and 26 for further details.
4. Impairment expenses include:

* $5 million (2019: nil, 2018: nil) for property and equipment for the Group, and $4 million (2019: nil) for the Parent Entity;

* $171 million (2019: $25 million, 2018: $2 million) for computer software for the Group, and $165 million (2019: $25 million) for the Parent Entity;

* $23 million (2019: nil, 2018: $1 million) for IT equipment for the Group, and $23 million (2019: nil) for the Parent Entity; and

¢ $518 million (2019: nil, 2018: $105 million) for goodwill and other intangible assets for the Group, and $116 million (2019: nil) for the Parent Entity.

wnN
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Note 6. Impairment charges
Accounting policy

As 2018 comparatives were not restated for the Group’s adoption of AASB 9 in 2019, the accounting policy applied in 2020 and 2019 differs to that applied prior to 2019. The accounting
policy applied prior to 2019 is discussed in Note 39. The accounting policy applied in 2020 and 2019 is as follows.

Impairment charges are based on an expected loss model which measures the difference between the current carrying amount and the present value of expected future cash flows taking
into account past experience, current conditions and multiple probability-weighted macroeconomic scenarios for reasonably supportable future economic conditions. Further details of the
calculation of ECL and the critical accounting assumptions and estimates relating to impairment charges are included in Note 13.

Impairment charges are recognised in the income statement, with a corresponding amount recognised as follows:

» Loans, debt securities at amortised cost and due from subsidiaries balances: as a reduction of the carrying value of the financial asset through an offsetting provision account (refer to
Note 13);

+  Debt securities at FVOCI: in reserves in OCI with no reduction of the carrying value of the debt security (refer to Note 28); and

«  Credit commitments: as a provision (refer to Note 27).

Uncollectable loans

A loan may become uncollectable in full or part if, after following the Group’s loan recovery procedures, the Group remains unable to collect that loan’s contractual repayments.
Uncollectable amounts are written off against their related provision for ECL, after all possible repayments have been received.

Where loans are secured, amounts are generally written off after receiving the proceeds from the security, or in certain circumstances, where the net realisable value of the security has
been determined and this indicates that there is no reasonable expectation of full recovery, write-off may be earlier. Unsecured consumer loans are generally written off after 180 days past
due.

The Group may subsequently be able to recover cash flows from loans written off. In the period which these recoveries are made, they are recognised in the income statement.

The following table details impairment charges based on the requirements of AASB 9.

Consolidated Parent Entity
$m 2020 2019 2020 2019
Provisions raised/(released)
Performing 1,437 (209) 1,147 (180)
Non-performing 1,934 1,175 1,717 1,073
Recoveries (193) (172) (173) (143)
Impairment charges 3,178 794 2,691 750
of which relates to:
Loans and credit commitments 3,158 794 2,689 750
Debt securities at amortised cost 18 - = -
Debt securities at FVOCI 2 - 2 -
Impairment charges 3,178 794 2,691 750
As 2018 comparatives were not restated for the Group’s adoption of AASB 9 in 2019, the following table details impairment charges based on the requirements of AASB 139. Once AASB 9 has been
effective for all comparative year ends, this table will no longer be presented.
Consolidated
$m 2018
Individually assessed provisions raised 371
Write-backs (150)
Recoveries (179)
Collectively assessed provisions raised 668
710

Impairment charges
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Note 7. Income tax

Accounting policy

The tax expense for the year comprises current and deferred tax. Tax is recognised in the income statement, except to the extent that it relates to items recognised directly in OCI, in which
case it is recognised in the statement of comprehensive income.

Current tax is the tax payable for the year using enacted or substantively enacted tax rates and laws for each jurisdiction. Current tax also includes adjustments to tax payable for previous
years.

Deferred tax accounts for temporary differences between the carrying amounts of assets and liabilities in the financial statements and their values for taxation purposes.

Deferred tax is determined using the enacted or substantively enacted tax rates and laws for each jurisdiction which are expected to apply when the assets will be realised or the liabilities
settled.

Deferred tax assets and liabilities have been offset where they relate to the same taxation authority, the same taxable entity or group, and where there is a legal right and intention to settle
on a net basis.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available to utilise the assets.

Deferred tax is not recognised for the following temporary differences:

« the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither the accounting nor taxable profit or loss;
« the initial recognition of goodwill in a business combination; and

» retained earnings in subsidiaries which the Parent Entity does not intend to distribute for the foreseeable future.

The Parent Entity is the head entity of a tax consolidated group with its wholly owned, Australian subsidiaries. All entities in the tax consolidated group have entered into a tax sharing
agreement which, in the opinion of the Directors, limits the joint and several liabilities in the case of a default by the Parent Entity.

Current and deferred tax are recognised using a ‘group allocation basis’. As head entity, the Parent Entity recognises all current tax balances and deferred tax assets arising from unused
tax losses and relevant tax credits for the tax-consolidated group. The Parent Entity fully compensates/is compensated by the other members for these balances.

Critical accounting ti and estimat

The Group operates in multiple tax jurisdictions and significant judgement is required in determining the worldwide current tax liability. There are many transactions with uncertain tax
outcomes and provisions are determined based on the expected outcomes.
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Note 7. Income tax (continued)

Income tax expense

The income tax expense for the year reconciles to the profit before income tax as follows:

Consolidated

Parent Entity

$m 2020 2019 2018 2020 2019
Profit before income tax 4,266 9,749 11,731 4,453 9,398
Tax at the Australian company tax rate of 30% 1,280 2,925 3,519 1,336 2,819
The effect of amounts which are not deductible/(assessable) in calculating taxable income
Hybrid capital distributions 56 72 69 56 72
Life insurance:
Tax adjustment on policyholder earnings 17) 8 24 - -
Adjustment for life business tax rates 1 (1) 1) - -
Dividend adjustments - (1) 1) (228) (664)
Other non-assessable items 3) (14) (5) 3) 2)
Other non-deductible items 585 12 64 468 9
Adjustment for overseas tax rates 16 (32) (28) 32 (5)
Income tax (over)/under provided in prior years 1 (10) 9 1 3
Other items 55 - (18) 133 45
Total income tax expense 1,974 2,959 3,632 1,795 2,277
Income tax analysis
Income tax expense comprises:
Current income tax 2,954 3,370 3,704 2,417 2,711
Movement in deferred tax (981) (401) (81) (623) (437)
Income tax (over)/under provision in prior years 1 (10) 9 1 3
Total income tax expense 1,974 2,959 3,632 1,795 2,277
Total Australia 1,697 2,526 3,178 1,753 2,215
Total Overseas 277 433 454 42 62
Total income tax expense1 1,974 2,959 3,632 1,795 2,277

The effective tax rate was 46.27% in 2020 (2019: 30.35%, 2018: 30.96%).

1.

As the Bank Levy is not a levy on income, it is not included in income tax. It is included in Note 3.
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Note 7. Income tax (continued)

Deferred tax assets
The balance comprises temporary differences attributable to:

Consolidated Parent Entity

$m 2020 2019 2020 2019
Amounts recognised in the income statements and opening retained profits due to adoption of new accounting standards

Provisions for ECL on loans and credit commitments™? 1,788 1,158 1,507 1,003

Provision for long service leave, annual leave and other employee benefits 835) 309 308 286

Financial instruments' - 5 - 2

Property and equipment 223 195 198 173

Other prc»visions2 606 531 570 511

i 899 - 825 -

All other liabilities® 419 366 304 358
Total amounts recognised in the income statements and opening retained profits due to adoption of new accounting standards 4,270 2,564 3,712 2,333
Amounts recognised directly in OCI

Investment securities - 10 - 1"

Cash flow hedges 25 52 - 28

Defined benefit 155 105 149 101
Total amounts recognised directly in OCI 180 167 149 140
Gross deferred tax assets 4,450 2,731 3,861 2,473
Set-off of deferred tax assets and deferred tax liabilities (1,386) (683) (1,364) (548)
Net deferred tax assets 3,064 2,048 2,497 1,925
Movements
Balance as at beginning of year 2,048 1,180 1,925 1,102
Impact on adoption of new accounting standards'> 948 300 872 258
Restated opening balance 2,996 1,480 2,797 1,360
Recognised in the income statements 758 472 507 476
Recognised in OCI 13 117 9 109
Set-off of deferred tax assets and deferred tax liabilities (703) 21) (816) (20)
Balance as at end of year 3,064 2,048 2,497 1,925

1. Included in 2019, is the impact on adoption of AASB 9, which increased deferred tax assets by $300 million for the Group and $258 million for the Parent Entity, recognised as an opening adjustment in retained profits.
The details are as follows:
* Provision for ECL - $297 million for the Group and $258 million for the Parent Entity; and
* Financial instruments - $3 million for the Group and nil for the Parent Entity.

2. 2019 Other provisions were restated from $590 million to $531 million for the Group, and from $561 million to $511 million for the Parent Entity, to reclassify provision for ECL on credit commitments to provisions for ECL on loans
and credit commitments.

3. The adoption of AASB 16 on 1 October 2019 resulted in an increase in deferred tax assets of $948 million for the Group and $872 million for the Parent Entity. A corresponding increase was also recognised in deferred tax liabilities
(refer to the following table), which resulted in a net nil impact on retained profits.
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Note 7. Income tax (continued)

Deferred tax liabilities
The balance comprises temporary differences attributable to:

Consolidated Parent Entity

$m 2020 2019 2020 2019
Amounts recognised in the income statements and opening retained profits due to adoption of new accounting standards

Finance lease transactions 253 230 232 206

Property and equipment’ 933 128 864 129

Life insurance assets 43 57 - -

All other assets 223 312 208 213
Total amounts recognised in the income statements and opening retained profits due to adoption of new accounting standards 1,452 727 1,304 548
Amounts recognised directly in OCI

Investment securities 51 - 51 -

Cash flow hedges 9 - 9 -
Total amounts recognised directly in OCI 60 - 60 -
Gross deferred tax liabilities 1,512 727 1,364 548
Set-off of deferred tax assets and deferred tax liabilities (1,386) (683) (1,364) (548)
Net deferred tax liabilities 126 44 - -
Movements
Balance as at beginning of year 44 18 - 3
Impact on adoption of new accounting standards’ 948 - 872 -
Restated opening balance 992 18 872 3
Recognised in the income statements (223) 71 (116) 39
Recognised in OCI 60 (24) 60 (22)
Set-off of deferred tax assets and deferred tax liabilities (703) (21) (816) (20)
Balance as at end of year 126 44 - -

Unrecognised deferred tax balances
The following potential deferred tax balances have not been recognised. The values shown are the gross balances and not tax effected. The tax effected balances would be approximately 30%
of the values shown.

Consolidated Parent Entity
$m 2020 2019 2020 2019
Unrecognised deferred tax asset
Tax losses on revenue account 335 291 264 237
Unrecognised deferred tax liability
Gross retained earnings of subsidiaries which the Parent Entity does not intend to distribute in the foreseeable future 55 51 - -

1. The adoption of AASB 16 on 1 October 2019 resulted in an increase in deferred tax liabilities of $948 million for the Group and $872 million for the Parent Entity, which was recognised as an opening adjustment in retained profits. A
corresponding increase was also recognised in deferred tax assets (refer to the previous table), which resulted in a net nil impact on retained profits.
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Note 8. Earnings per share
Accounting policy
Basic earnings per share (EPS) is calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares on issue during the year, adjusted for
treasury shares. Diluted EPS is calculated by adjusting the basic EPS by assuming all dilutive potential ordinary shares are converted. Refer to Notes 19 and 33 for further information on the
potential dilutive instruments.
2020 2019 2018
$m Basic Diluted Basic Diluted Basic Diluted
Net profit attributable to shareholders 2,290 2,290 6,784 6,784 8,095 8,095
Adjustment for RSP dividends' (2) ) (6) (6) 5) -
Adjustment for potential dilution:
Distributions to convertible loan capital holders? - - - 290 - 283
Adj d net profit attril to shareholders 2,288 2,288 6,778 7,068 8,090 8,378
Weighted average number of ordinary shares (millions)
Weighted average number of ordinary shares on issue 3,595 3,595 3,456 3,456 3,414 3,414
Treasury shares (including RSP share rights)’ (5) (5) (6) (6) (8) (8)
Adjustment for potential dilution:
Share-based payments - 1 - 1 - 3
Convertible loan capital? = = - 278 - 232
Adjusted weighted average ber of ordinary shares 3,590 3,591 3,450 3,729 3,406 3,641
Earnings per ordinary share (cents) 63.7 63.7 196.5 189.5 2375 2301
1. RSP is explained in Note 33. Some shares under the RSP have not vested and are not outstanding ordinary shares but do receive dividends. These RSP dividends are deducted to show the profit attributable to ordinary shareholders. Shares under

the RSP were antidilutive in 2020 and 2019, but were dilutive in 2018.

2. The Group has issued convertible loan capital which may convert into ordinary shares in the future (refer to Note 19 for further details). These convertible loan capital instruments are potentially dilutive instruments, and diluted EPS is therefore
calculated as if the instruments had been converted at the beginning of the year or, if later, the instruments’ issue date. In 2020, all convertible loan capital instruments were antidilutive, but were dilutive in 2019 and 2018.
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Note 9. Average balance sheet and interest rates

The daily average balances of the Group’s interest earning assets and interest bearing liabilities are shown below along with their interest income or expense.

2020 2019 2018
Average Interest Average Average Interest Average Average Interest Average
balance income rate balance income rate balance income rate
Consolidated $m $m % $m $m % $m $m %
Assets
Interest earning assets
Collateral paid:
Australia 13,555 56 0.4 8,428 152 1.8 5,239 86 1.6
New Zealand 373 3 0.8 364 7 1.9 252 4 1.6
Other overseas 1,804 16 0.9 2,031 42 21 2,594 39 1.5
Trading securities and financial assets measured at FVIS:
Australia 20,300 217 1.1 20,691 468 23 17,420 423 24
New Zealand 4,728 47 1.0 3,862 85 22 3,538 80 23
Other overseas 4,601 95 21 4,521 109 24 3,160 61 1.9
Available-for-sale securities:
Australia - - - - - - 55,458 1,692 3.1
New Zealand - - - - - - 3,304 136 4.1
Other overseas - - - - - - 2,778 86 3.1
Investment securities:
Australia 71,402 1,347 1.9 56,875 1,691 3.0 - - -
New Zealand 3,921 96 24 3,850 130 3.4 - - -
Other overseas 2,858 78 2.7 3,062 98 3.2 - - -
Loans and other receivables’
Australia 585,643 21,315 3.6 589,427 25,931 4.4 578,679 25,700 4.4
New Zealand 85,184 3,237 3.8 79,255 3,650 4.6 73,902 3,516 4.8
Other overseas 27,349 540 2.0 26,558 859 3.2 28,620 748 26
Total interest earning assets and interest income 821,718 27,047 B 798,924 33,222 4.2 774,944 32,571 4.2
Non-Interest earning assets
Derivative financial instruments 31,334 25,959 26,443
Life insurance assets 4,614 9,610 10,664
All other assets? 62,414 60,231 61,259
Total non-interest earning assets 98,362 95,800 98,366
Total assets 920,080 894,724 873,310

1. For 2020 and 2019, loans and other receivables are net of Stage 3 provision for ECL, where interest income is determined based on their carrying value. Stages 1 and 2 provisions for ECL are not included in the average interest
earning assets balance, as interest income is determined based on the gross value of loans and other receivables. For 2018, loans and other receivables are net of provision for impairment charges on loans, as under AASB 139
interest income is determined based on their carrying value, net of provision for impairment charges on loans.

2. Includes property and equipment, intangible assets, deferred tax assets, non-interest earning loans relating to mortgage offset accounts and all other non-interest earning assets.
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2020 2019 2018
Average Interest Average Average Interest Average Average Interest Average
balance expense rate balance expense rate balance expense rate
Consolidated $m $m % $m $m % $m $m %
Liabilities
Interest bearing liabilities
Collateral received:
Australia 2,586 1" 0.4 2,039 41 2.0 2,383 37 1.6
New Zealand 596 3 0.5 390 8 21 342 6 1.8
Other overseas 4,399 12 0.3 1,188 8 0.7 184 2 11
Deposits and other borrowings:
Australia 435,877 3,745 0.9 425,799 7,023 1.6 422,006 7,308 1.7
New Zealand 57,096 882 1.5 54,720 1,235 23 51,368 1,196 23
Other overseas 25,660 427 1.7 26,270 687 26 26,599 517 1.9
Loan capital:
Australia 19,554 663 3.4 15,080 632 4.2 15,028 635 4.2
New Zealand 1,833 94 &l 1,777 91 5.1 1,645 84 5.1
Other overseas 1,324 43 3.2 1,324 53 4.0 1,324 55 4.2
Other interest bearing liabilities"
Australia 176,950 3,849 22 188,736 5,937 3.1 177,746 5,594 3.1
New Zealand 18,510 558 3.0 15,665 575 3.7 15,011 591 39
Other overseas 1,256 64 5.1 1,294 25 1.9 1,873 41 22
Total interest bearing liabilities and interest expense 745,641 10,351 1.4 734,282 16,315 22 715,509 16,066 22
Non-interest bearing liabilities
Deposits and other borrowings:
Australia 45,231 42,455 41,156
New Zealand 8,760 5,996 5,204
Other overseas 901 819 817
Derivative financial instruments 33,249 26,568 26,218
Life insurance liabilities 2,999 7,653 8,874
All other liabilities? 15,233 13,187 13,484
Total non-interest bearing liabilities 106,373 96,678 95,753
Total liabilities 852,014 830,960 811,262
Shareholders’ equity 68,014 63,714 62,017
NCI 52 50 31
Total equity 68,066 63,764 62,048
Total liabilities and equity 920,080 894,724 873,310

1. Includes net impact of Treasury balance sheet management activities and the Bank Levy.
2. Includes other financial liabilities, provisions, current and deferred tax liabilities and all other non-interest bearing liabilities.
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Net interest income may vary from year to year due to changes in the volume of, and interest rates associated with, interest earning assets and interest bearing liabilities. The table below
allocates the change in net interest income between changes in volume and interest rate for those assets and liabilities.

Calculation of variances
+ volume changes are determined based on the movements in average asset and liability balances; and
* interest rate changes are determined based on the change in interest rate associated with those assets and liabilities.

Variances that arise due to a combination of volume and interest rate changes are allocated to interest rate changes.

2020 2019
Consolidated Change due to Change due to
$m Volume Rate Total Volume Rate Total
Interest earning assets
Collateral paid:
Australia 93 (189) (96) 52 14 66
New Zealand - (4) (4) 2 1 3
Other overseas (5) (21) (26) 8) " 3
Trading securities and financial assets measured at FVIS:
Australia 9) (242) (251) 79 (34) 45
New Zealand 19 (57) (38) 7 2) 5
Other overseas 2 (16) (14) 26 22 48
Investment securities:
Australia 433 (777) (344) 43 (44) (1)
New Zealand 2 (36) (34) 22 (28) G)
Other overseas @) (13) (20) 9 3 12
Loans and other receivables:
Australia (167) (4,449) (4,616) 477 (246) 231
New Zealand 274 (687) (413) 255 (121) 134
Other overseas 26 (345) (319) (54) 165 111
Total change in interest income 661 (6,836) (6,175) 910 (259) 651
Interest bearing liabilities
Collateral received:
Australia 1 (41) (30) (5) 9 4
New Zealand 4 9) (5) 1 1
Other overseas 22 (18) 4 11 (5) 6
Deposits and other borrowings:
Australia 167 (3,445) (3,278) 66 (351) (285)
New Zealand 54 (407) (353) 78 (39) 39
Other overseas (16) (244) (260) ®) 176 170
Loan capital:
Australia 188 (157) 31 2 (5) 3)
New Zealand 3 - 3 7 - 7
Other overseas - (10) (10) - ) 2)
Other interest bearing liabilities:
Australia (372) (1,716) (2,088) 346 3) 343
New Zealand 105 (122) 17) 26 (42) (16)
Other overseas (1) 40 39 (13) 3) (16)
Total change in interest expense 165 (6,129) (5,964) 513 (264) 249
Change in net interest income:
Australia 356 (298) 58 242 40 282
New Zealand 129 (246) (117) 174 (70) 104
Other overseas 11 (163) (152) (19) 35 16

Total change in net interest income 496 (707) (211) 397 5 402
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FINANCIAL ASSETS AND FINANCIAL LIABILITIES
Accounting policy

Recognition
Purchases and sales by regular way of financial assets, except for loans and receivables, are recognised on trade-date, the date on which the Group commits to purchase or sell the asset.
Loans and receivables are recognised on settlement date, when cash is advanced to the borrowers.

Financial liabilities are recognised when an obligation arises.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the asset have expired, or when the Group has either transferred its rights to receive cash flows from the asset or
has assumed an obligation to pay the received cash flows in full under a ‘pass through’ arrangement and transferred substantially all the risks and rewards of ownership.

There may be situations where the Group has partially transferred the risks and rewards of ownership but has neither transferred nor retained substantially all the risks and rewards of
ownership. In such situations, where the Group retains control of the transferred asset, it will continue to be recognised in the balance sheet to the extent of the Group’s continuing involvement
in the asset.

Financial liabilities are derecognised when the obligation is discharged, cancelled or expires. Where an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, the exchange or modification is treated as a derecognition of the original liability and the recognition of a new
liability, with the difference in the respective carrying amounts recognised in the income statement.

The terms are deemed to be substantially different if the discounted present value of the cash flows under the new terms (discounted using the original effective interest rate) is at least 10%
different from the discounted present value of the remaining cash flows of the original financial liability. Qualitative factors such as a change in the currency the instrument is denominated in, a
change in the interest rate from fixed to floating and conversion features are also considered.

Classification and measurement
As comparatives prior to 2019 were not restated for the Group’s adoption of AASB 9 in 2019, the accounting policy applied in 2020 and 2019 differs to that applied prior to 2019. The
accounting policy applied prior to 2019 is discussed in Note 39. The accounting policy applied in 2020 and 2019 is as follows.

Financial assets are grouped into the following classes: cash and balances with central banks; collateral paid, trading securities and financial assets measured at FVIS, derivative financial
instruments, investment securities, loans, other financial assets and life insurance assets.

Financial assets

Financial assets are classified based on a) the business model within which the assets are managed, and b) whether the contractual cash flows of the instrument represent solely payment of
principal and interest (SPPI).

The Group determines the business model at the level that reflects how groups of financial assets are 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 and expectations of sales in future periods.

When assessing whether contractual cash flows are SPPI, interest is defined as consideration primarily for the time value of money and the credit risk of the principal outstanding. The time
value of money is defined as the element of interest that provides consideration only for the passage of time and not consideration for other risks or costs associated with holding the financial
asset. Terms that could change the contractual cash flows so that they may not meet the SPPI criteria include contingent and leverage features, non-recourse arrangements, and features that
could modify the time value of money.

Debt instruments

If the debt instruments have contractual cash flows which represent SPPI on the principal balance outstanding they are classified at:

. amortised cost if they are held within a business model whose objective is achieved through holding the financial asset to collect these cash flows; or

. FVOCI if they are held within a business model whose objective is achieved both through collecting these cash flows or selling the financial asset; or

. FVIS if they are held within a business model whose objective is achieved through selling the financial asset.

Debt instruments are measured at FVIS where the contractual cash flows do not represent SPPI on the principal balance outstanding or where it is designated at FVIS to eliminate or reduce an
accounting mismatch.

Debt instruments at amortised cost are initially recognised at fair value and subsequently measured at amortised cost using the effective interest rate method. They are presented net of
provision for ECL determined using the ECL model. Refer to Notes 6 and 13 for further details.
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Accounting policy (continued)

Debt instruments at FVOCI are measured at fair value with unrealised gains and losses recognised in OCI except for interest income, impairment charges and FX gains and losses, which are
recognised in the income statement. Impairment on debt instruments at FVOCI is determined using the ECL model and is recognised in the income statement with a corresponding amount in
OCI. There is no reduction of the carrying value of the debt security which remains at fair value.

The cumulative gain or loss recognised in OCI is subsequently recognised in the income statement when the instrument is derecognised.
Debt instruments at FVIS are measured at fair value with subsequent changes in fair value recognised in the income statement.

Equity securities

Equity securities are measured at FVOCI where they:
g are not held for trading; and

. an irrevocable election is made by the Group.

Otherwise, they are measured at FVIS.

Equity securities at FVOCI are measured at fair value with unrealised gains and losses recognised in OCI, except for dividend income which is recognised in the income statement. The
cumulative gain or loss recognised in OCI is not subsequently recognised in the income statement when the instrument is disposed.

Equity securities at FVIS are measured at fair value with subsequent changes in fair value recognised in the income statement.

Financial liabilities

Financial liabilities are grouped into the following classes: collateral received, deposits and other borrowings, other financial liabilities, derivative financial instruments, debt issues and loan
capital.

Financial liabilities are measured at amortised cost if they are not held for trading or designated at FVIS, otherwise they are measured at FVIS.

Financial assets and financial liabilities measured at FVIS are recognised initially at fair value. All other financial assets and financial liabilities are recognised initially at fair value plus or minus
directly attributable transaction costs respectively.

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 22.
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Note 10. Trading securities and financial assets measured at FVIS
Accounting policy
Trading securities
Trading securities include actively traded debt (government and other) and equity instruments and those acquired for sale in the near term.
As part of its trading activities, the Group also lends and borrows securities on a collateralised basis. Securities lent remain on the Group’s balance sheet and securities borrowed are not
reflected on the Group’s balance sheet, as the risks and rewards of ownership remain with the initial holder. Where cash is provided as collateral, the amount advanced to or received from
third parties is recognised as a receivable in collateral paid or as a borrowing in collateral received respectively.
Reverse repurchase agreements
Securities purchased under these agreements are not recognised in the balance sheet, as Westpac has not obtained the risks and rewards of ownership. The cash consideration paid is
recognised as a reverse repurchase agreement, which forms part of a trading portfolio that is measured at fair value.
Other financial assets measured at FVIS
Other financial assets measured at FVIS include:
. non-trading securities managed on a fair value basis;
. non-trading debt securities that do not have contractual cash flows that represent SPPI on the principal balance outstanding; or
. non-trading equity securities for which we have not made irrevocable designation to be measured at FVOCI.
Gains and losses on these financial assets are recognised in the income statement. Interest earned from debt securities is recognised in interest income (Note 3) while dividends on equity
securities are recognised in non-interest income (Note 4).
Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Trading securities 17,776 22,210 18,777 15,519 20,719
Reverse repurchase agreements 20,401 6,833 1,379 20,401 6,731
Other financial assets measured at FVIS 2,490 2,738 2,976 2,110 2,115
Total trading securities and financial assets measured at FVIS 40,667 31,781 23,132 38,030 29,565
Trading securities include the following:
Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Government and semi-government securities 14,667 16,625 13,328 12,542 15,585
Other debt securities 3,044 5,497 5,354 2,913 5,046
Equity securities 4 6 8 B 6
Other 61 82 87 61 82
Total trading securities 17,776 22,210 18,777 15,519 20,719
Other financial assets measured at FVIS include:
Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Other debt securities 2,045 2,394 2,715 1,703 2,057
Equity securities 445 344 261 407 58

Total other financial assets measured at FVIS 2,490 2,738 2,976 2,110 2,115
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Note 11. Available-for-sale securities/Investment securities

Accounting policy

As 2018 comparatives were not restated for the Group’s adoption of AASB 9 in 2019, the accounting policy applied in 2020 and 2019 differs to that applied prior to 2019. The accounting
policy applied prior to 2019 is discussed in Note 39. The accounting policy applied in 2020 and 2019 is as follows.

Investment securities include debt securities (government and other) and equity securities. It includes debt and equity securities that are measured at FVOCI and debt securities
measured at amortised cost. These instruments are classified based on the criteria disclosed under the heading “Financial assets and financial liabilities” prior to Note 10.

Debt securities measured at FVOCI

Include debt instruments that have contractual cash flows which represent SPPI on the principal balance outstanding and they are held within a business model whose objective is
achieved both through collecting these cash flows or selling the financial asset.

These securities are measured at fair value with gains and losses recognised in OCI except for interest income, impairment charges and FX gains and losses which are recognised in the
income statement.

Impairment is measured using the same ECL model applied to financial assets measured at amortised cost. Impairment is recognised in the income statement with a corresponding
amount in OCI with no reduction of the carrying value of the debt security which remains at fair value. Refer to Note 13 for further details.

The cumulative gain or loss recognised in OCI is subsequently recognised in the income statement when the instrument is disposed.

Debt securities measured at amortised cost
Include debt instruments that have contractual cash flows which represent SPPI on the principal balance outstanding and are held within a business model whose objective is achieved
through holding the financial asset to collect these cash flows.

These securities are initially recognised at fair value plus directly attributable transaction costs. They are subsequently measured at amortised cost using the effective interest rate method
and are presented net of any provision for ECL.

Equity securities
Equity securities are measured at FVOCI where they are not held for trading, the Group does not have control or significant influence over the investee and where an irrevocable election
is made to measure them at FVOCI.

These securities are measured at fair value with unrealised gains and losses recognised in OCI except for dividend income which is recognised in the income statement. The cumulative
gain or loss recognised in OCl is not subsequently recognised in the income statement when the instrument is disposed.
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Note 11. Available-for-sale securities/Investment securities (continued)
Balances recognised under AASB 9
Consolidated Parent Entity
$m 2020 2019 2020 2019
Investment securities
1 securities d at FVOCI
Government and semi-government debt securities 73,486 53,389 69,929 50,980
Other debt securities 16,916 19,058 15,826 17,325
Equity securities 153 134 68 66
Total investment securities measured at FVOCI 90,555 72,581 85,823 68,371
1 securities d at amortised cost
Government and semi-government debt securities 881 736 - 23
Other debt securities 130 93 3 4
Total investment securities measured at amortised cost 1,011 829 3 27
Provision for ECL on debt securities at amortised cost (27) 9) - -
Total net i securities d at amortised cost 984 820 2] 27
Total investment securities 91,539 73,401 85,826 68,398
The ECL recognised in relation to investment securities - debt securities are detailed in Note 13.
The following table shows the maturities of the Group’s investment securities as at 30 September 2020. It also shows the weighted average yield of the Group’s investment securities. There
are no tax-exempt securities.
Over 1 Over 5
Up to yearto 5 years to Over No specific Weighted
1 year years 10 years 10 years maturity Total average
2020 $m % $m % $m % $m % $m % $m %
Carrying Amount
Government and semi-government securities 2,670 2.7 32,848 21 38,565 1.8 257 1.4 - - 74,340 2.0
Other debt securities 4,057 1.7 12,989 1.6 - - - - - - 17,046 1.6
Equity securities - - - - - - - - 153 - 153 -
Total by maturity 6,727 45,837 38,565 257 153 91,539

The maturity profile is determined based upon contractual terms for investment securities.

Investment securities include:
+  US Government treasury notes of $7,271 million (2019: $10,398 million, 2018: $5,229 million); and

« total holdings of debt securities, where the aggregate book value exceeds 10% of equity attributable to Westpac’s owners:

— Australian Commonwealth Government totalling $15,714 million;

- Queensland Treasury Corporation totalling $14,033 million;

— New South Wales Treasury Corporation totalling $13,385 million; and
— Treasury Corporation of Victoria totalling $10,593.

Balances recognised under AASB 139

Consolidated

$m 2018

Available-for-sale securities
Government and semi-government securities 42,979
Other debt securities 17,756
Equity securities 384
61,119

Total available-for-sale securities
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Note 12. Loans

Accounting policy
As 2018, 2017 and 2016 comparatives were not restated for the Group’s adoption of AASB 9 in 2019, the accounting policy applied in 2020 and 2019 differs to that applied prior to 2019.
The accounting policy applied prior to 2019 is discussed in Note 39. The accounting policy applied in 2020 and 2019 is as follows.
Loans are financial assets initially recognised at fair value plus directly attributable transaction costs and fees.

Loans are subsequently measured at amortised cost using the effective interest rate method where they have contractual cash flows which represent SPPI on the principal balance
outstanding and they are held within a business model whose objective is achieved through holding the loans to collect these cash flows. They are presented net of any provision for ECL.

Loans are subsequently measured at FVIS where they do not have cash flows which represent SPPI, are held within a business model whose objective is achieved by selling the financial
asset, or are designated at FVIS to eliminate or reduce an accounting mismatch.

Refer to Note 22 for balances which are measured at fair value and amortised cost.
Loan products that have both mortgage and deposit facilities are presented gross in the balance sheet, segregating the asset and liability component, because they do not meet the criteria to be
offset. Interest earned on these products is presented on a net basis in the income statement as this reflects how the customer is charged.

The loan portfolio is disaggregated by location of booking office and product type, as follows:

Consolidated Parent Entity

$m 2020 2019 2020 2019
Australia

Housing 440,933 449,201 440,926 449,192

Personal 17,081 21,247 16,938 20,848

Business 147,584 152,360 144,354 148,850
Total Australia 605,598 622,808 602,218 618,890
New Zealand

Housing 51,126 47,731 - -

Personal 1,360 1,709 - -

Business 29,864 29,285 354 411
Total New Zealand 82,350 78,725 354 411
Total other overseas 10,713 16,845 9,945 15,738
Total loans 698,661 718,378 612,517 635,039
Provision for ECL on loans (refer to Note 13) (5,602) (3,608) (4,693) (3,103)
Total net loans’ 693,059 714,770 607,824 631,936

1. Total net loans include securitised loans of $7,367 million (2019: $7,737 million) for the Group and $132,506 million (2019: $91,061 million) for the Parent Entity.
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Note 12. Loans (continued)
The following tables show loans presented based on their industry classification:

Consolidated

$m 2020 2019 2018 2017 2016
Australia
Accommodation, cafes and restaurants 7,933 8,039 8,297 8,177 7,536
Agriculture, forestry and fishing 10,116 9,210 8,642 8,182 7,953
Construction 6,711 7,186 6,751 6,043 5,797
Finance and insurance 13,348 14,069 14,059 12,923 14,298
Government, administration and defence 730 753 628 554 675
Manufacturing 8,493 9,337 9,298 9,054 9,140
Mining 2,975 2,869 3,311 3,025 3,641
Property 44,468 44,769 45,471 43,220 44,785
Property services and business services 12,562 14,035 13,477 12,050 11,674
Services 11,675 12,099 12,158 12,950 12,362
Trade 13,268 16,144 16,501 16,063 16,044
Transport and storage 8,218 8,268 8,853 8,624 9,015
Utilities 4,962 4,077 4,350 5,237 4,025
Retail lending 454,433 466,550 463,609 451,315 429,522
Other 5,706 5,403 6,680 4,229 2,777
Total Australia 605,598 622,808 622,085 601,646 579,244
New Zealand
Accommodation, cafes and restaurants 388 355 323 290 256
Agriculture, forestry and fishing 9,101 8,553 8,138 7,772 7,788
Construction 509 493 502 447 396
Finance and insurance 3,427 3,009 2,903 2,478 2,682
Government, administration and defence 94 85 114 137 163
Manufacturing 1,689 1,913 2,199 2,090 2,324
Mining 203 278 206 141 280
Property 6,667 6,412 5,997 5,858 5,925
Property services and business services 951 1,182 1,073 1,113 1,084
Services 2,119 1,973 1,733 1,810 1,396
Trade 1,949 2,344 2,509 2,163 2,333
Transport and storage 1,176 1,131 1,029 1,080 1,257
Utilities 1,303 1,429 1,003 1,237 1,600
Retail lending 52,584 49,473 46,613 45,190 45,011
Other 190 95 - - -
Total New Zealand 82,350 78,725 74,342 71,806 72,495
Other overseas
Accommodation, cafes and restaurants 118 109 112 97 118
Agriculture, forestry and fishing 124 150 19 5 12
Construction 51 55 7 55 147
Finance and insurance 2,298 4,628 4,774 4,289 2,767
Government, administration and defence 20 2 25 4 4
Manufacturing 1,877 3,784 3,257 2,982 2,619
Mining 336 468 322 349 535
Property 416 492 467 491 479
Property services and business services 1,545 1,610 1,684 540 526
Services 218 243 205 205 99
Trade 1,563 2,293 2,312 2,680 3,463
Transport and storage 732 997 1,232 1,389 1,186
Utilities 950 1,086 736 514 442
Retail lending 457 863 683 657 1,120
Other 18 65 178 76 -
Total other overseas 10,713 16,845 16,077 14,333 13,517
Total loans 698,661 718,378 712,504 687,785 665,256

Provision for ECL on loans (refer Note 13) (5,602) (3,608) - - -
Provision for impairment charges on loans - - (2,814) (2,866) (3,330)

Total net loans 693,059 714,770 709,690 684,919 661,926




232 WESTPAC GROUP 2020 ANNUAL REPORT

Notes to the financial statements

Note 12. Loans (continued)

Parent Entity

$m 2020 2019
Australia
Accommodation, cafes and restaurants 7,857 7,967
Agriculture, forestry and fishing 10,058 9,151
Construction 6,199 6,810
Finance and insurance 13,290 14,005
Government, administration and defence 709 746
Manufacturing 8,282 9,155
Mining 2,955 2,849
Property 44,468 44,707
Property services and business services 11,843 13,192
Services 11,334 11,853
Trade 13,058 15,961
Transport and storage 7,870 7,961
Utilities 4,938 4,053
Retail lending 454,259 465,535
Other 5,098 4,945
Total Australia 602,218 618,890
New Zealand
Accommodation, cafes and restaurants o -
Agriculture, forestry and fishing 4 5
Construction 4 8
Finance and insurance - -
Government, administration and defence - -
Manufacturing 70 94
Mining - -
Property 1 -
Property services and business services 7 7
Services - -
Trade 263 297
Transport and storage 5 -
Utilities - -
Retail lending - -
Other - -
Total New Zealand 354 411
Other overseas
Accommodation, cafes and restaurants 81 67
Agriculture, forestry and fishing 114 130
Construction 46 47
Finance and insurance 2,295 4,624
Government, administration and defence 20 2
Manufacturing 1,875 3,780
Mining 314 465
Property 209 226
Property services and business services 1,478 1,628
Services 196 216
Trade 1,415 2,115
Transport and storage 642 886
Utilities 894 1,036
Retail lending 359 587
Other 7 29
Total other overseas 9,945 15,738
Total loans 612,517 635,039
Provision for ECL on loans (4,693) (3,103)
Total net loans 607,824 631,936
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Note 12. Loans (continued)

The following table shows the Group’s contractual maturity distribution of all loans by industry as at 30 September 2020:

Consolidated 2020 Over 1 year
$m Up to 1 year to 5 years Over 5 years Total
Australia
Accommodation, cafes and restaurants 3,253 4,303 377 7,933
Agriculture, forestry and fishing 3,115 6,417 584 10,116
Construction 1,604 4,241 866 6,711
Finance and insurance 6,066 4,761 2,521 13,348
Government, administration and defence 300 154 276 730
Manufacturing 3,465 4,589 439 8,493
Mining 458 1,903 614 2,975
Property 18,027 25,088 1,353 44,468
Property services and business services 2,991 8,055 1,516 12,562
Services 3,793 6,252 1,630 11,675
Trade 5,892 6,236 1,140 13,268
Transport and storage 1,593 5,977 648 8,218
Utilities 860 3,847 255 4,962
Retail lending 16,491 10,468 427,474 454,433
Other 748 3,886 1,072 5,706
Total Australia 68,656 96,177 440,765 605,598
Total New Zealand 20,555 11,481 50,314 82,350
Total other overseas 3,151 6,900 662 10,713
Total loans 92,362 114,558 491,741 698,661
2020 2019
Loans at Loans at Loans at Loans at
variable fixed variable fixed
Consolidated interest interest interest interest
$m rates rates Total rates rates Total

Interest rate segmentation of Group loans maturing after one year

By offices in Australia 396,055 140,887 536,942 418,494 129,035 547,529
By offices in New Zealand 8,771 53,024 61,795 9,102 50,499 59,601
By offices in other overseas 7,216 346 7,562 9,881 943 10,824

Total loans maturing after one year 412,042 194,257 606,299 437,477 180,477 617,954
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Note 13. Provisions for expected credit losses/impairment charges

Accounting policy

As 2018, 2017 and 2016 comparatives were not restated upon the Group’s adoption of AASB 9 in 2019, the accounting policy applied in 2020 and 2019 differs to that applied prior to 2019.
The accounting policy applied prior to 2019 is discussed in Note 39. The accounting policy applied in 2020 and 2019 is as follows.

Note 6 provides details of impairment charges.
Impairment under AASB 9 applies to all financial assets at amortised cost, lease receivables, debt securities measured at FVOCI, due from subsidiaries and credit commitments.
The Expected Credit Loss (ECL) determined under AASB 9 is recognised as follows:

« Loans (including lease receivables), debt securities at amortised cost and due from subsidiaries: as a reduction of the carrying value of the financial asset through an offsetting
provision account (refer to Notes 11 and 12);

«  Debt securities at FVOCI: in reserves in OCI with no reduction of the carrying value of the debt security itself (refer to Notes 11 and 28); and
«  Credit commitments: as a provision (refer to Note 27).

Measurement

The Group calculates the provision for ECL based on a three stage approach. ECL are a probability-weighted estimate of the cash shortfalls expected to result from defaults over the
relevant timeframe. They are determined by evaluating a range of possible outcomes and taking into account the time value of money, past events, current conditions and forecasts of future
economic conditions.

The models use three main components to determine the ECL (as well as the time value of money) including:
«  Probability of default (PD): the probability that a counterparty will default;

« Loss given default (LGD): the loss that is expected to arise in the event of a default; and

«  Exposure at default (EAD): the estimated outstanding amount of credit exposure at the time of the default.

Model stages
The three stages are as follows:

Stage 1: 12 months ECL - performing
For financial assets where there has been no significant increase in credit risk since origination a provision for 12 months ECL is recognised.

Stage 2: Lifetime ECL - performing

For financial assets where there has been a significant increase in credit risk since origination but where the asset is still performing a provision for lifetime ECL is recognised. The indicators
of a significant increase in credit risk are described on the following page.

Stage 3: Lifetime ECL - non-performing

For financial assets that are non-performing a provision for lifetime ECL is recognised. Indicators include a breach of contract with the Group such 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.

Financial assets in Stage 3 are those that are in default. A default occurs when Westpac considers that the customer is unable to repay its credit obligations in full, irrespective of
recourse by the Group to actions such as realising security, or the customer is more than 90 days past due on any material credit obligation. This definition is aligned to the Australian
Prudential Regulation Authority (APRA) regulatory definition of default.

Collective and individual assessment

Financial assets that are in Stages 1 and 2 are assessed on a collective basis. This means that they are grouped in pools of similar assets with similar credit risk characteristics including the
type of product and the customer risk grade. Financial assets in Stage 3 are assessed on an individual basis and calculated collectively for those below a specified threshold.

Expected life

In considering the lifetime timeframe for ECL in Stages 2 and 3, the standard generally requires use of the remaining contractual life adjusted, where appropriate, for prepayments,
extension and other options. For certain revolving credit facilities which include both a drawn and undrawn component (e.g. credit cards and revolving lines of credit), the Group’s
contractual ability to demand repayment and cancel the undrawn commitment does not limit the exposure to credit losses to the contractual notice period. For these facilities, lifetime is
based on historical behaviour.
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Note 13. Provisions for expected credit losses/impairment charges (continued)
Accounting policy (continued)

Movement between stages

Assets may move in both directions through the stages of the impairment model. Assets previously in Stage 2 may move back to Stage 1 if it is no longer considered that there has been a
significant increase in credit risk. Similarly, assets in Stage 3 may move back to Stage 1 or Stage 2 if they are no longer assessed to be non-performing.

Critical accounting assumptions and estimates

Key judgements include when a significant increase in credit risk has occurred and estimation of forward-looking macroeconomic information. Other factors which can impact the provision
include the borrower’s financial situation, the realisable value of collateral, the Group’s position relative to other claimants, the reliability of customer information and the likely cost and
duration of recovering the loan.

Significant increase in credit risk

Determining when a financial asset has experienced a significant increase in credit risk since origination is a critical accounting judgement which is primarily based on changes in internal
customer risk grades since origination of the facility. A change in an internal customer risk grade is based on both quantitative and qualitative factors. The change in the internal customer risk
grade that the Group uses to represent a significant increase in credit risk is based on a sliding scale. This means that a higher credit quality exposure at origination would require a more
significant downgrade compared to a lower credit quality exposure before it is considered to have experienced a significant increase in credit risk.

The Group does not rebut the presumption that instruments that are 30 days past due have experienced a significant increase in risk but this is used as a backstop rather than the primary
indicator.

The deferral of payments by customers in hardship arrangements is generally treated as an indication of a significant increase in credit risk (SICR) but the deferral of payments under the
current COVID-19 support packages for mortgages and business loans has not, in isolation, been treated as an indication of SICR. The Group has classified these deferral packages into
different categories of risk which have been assessed for an increased likelihood of a risk of default to determine whether a SICR has occurred.

The Group does not apply the low credit risk exemption which assumes investment grade facilities do not have a significant increase in credit risk.

Forward-looking macroeconomic information
The measurement of ECL for each stage and the assessment of significant increase in credit risk consider information about past events and current conditions as well as reasonable and
supportable projections of future events and economic conditions. The estimation of forward-looking information is a critical accounting judgement. The Group considers three future
macroeconomic scenarios including a base case scenario along with upside and downside scenarios.
The macroeconomic variables used in these scenarios, based on current economic forecasts, include (but are not limited to) employment to population rates, real gross domestic product
growth rates and residential and commercial property price indices.
« Base case scenario
This scenario utilises the internal Westpac economics forecast used for strategic decision making and forecasting.
*  Upside scenario
This scenario represents a modest improvement on the base case scenario.
«  Downside scenario
The downside scenario is a more severe scenario with ECL higher than those under the current base case scenario. The more severe loss outcome for the downside is generated under
a recession scenario in which the combination of negative GDP growth, declines in commercial and residential property prices and an increase in the unemployment rate simultaneously
impact ECL across all portfolios from the reporting date.
The macroeconomic scenarios are weighted based on the Group’s best estimate of the relative likelihood of each scenario. The weighting applied to each of the three macroeconomic
scenarios takes into account historical frequency, current trends, and forward-looking conditions.
The macroeconomic variables and probability weightings of the three macroeconomic scenarios are subject to the approval of the Group Chief Financial Officer and Chief Risk Officer with
oversight from the Board of Directors (and its Committees).
Where appropriate, adjustments will be made to modelled outcomes to reflect reasonable and supportable information not already incorporated in the models.
Judgements can change with time as new information becomes available which could result in changes to the provision for ECL.
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Loans and credit commitments

The reconciliation of the provision for ECL tables for loans and credit commitments has been determined by an aggregation of monthly movements over the year. The key line items in the

reconciliation represent the following:

» The “transfers between stages” lines represent transfers between Stage 1, Stage 2 and Stage 3 prior to remeasurement of the provision for ECL.

+ The “business activity during the year” line represents new accounts originated during the year net of those that were derecognised due to final repayments during the year.

* The “net remeasurement of provision for ECL” line represents the impact on the provision for ECL due to changes in credit quality during the year (including transfers between stages),
changes due to forward-looking economic scenarios and partial repayments and additional drawdowns on existing facilities over the year.

«  “Write-offs” represent a reduction in the provision for ECL as a result of derecognition of exposures where there is no reasonable expectation of full recovery.

2020 2019
Non- Non-

Consolidated Performing performing Performing performing
$m Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Provision for ECL on loans

Housing 185 742 977 1,904 158 352 591 1,101

Personal 180 362 232 774 232 424 248 904

Business 537 1,433 954 2,924 373 720 510 1,603
Total provision for ECL on loans (Note 12) 902 2,537 2,163 5,602 763 1,496 1,349 3,608
Provisions for ECL on credit commitments

Housing 7 5 - 12 5 2 - 7

Personal 36 46 - 82 36 35 - 71

Business 139 287 10 436 80 141 6 227
Total provision for ECL on credit commitments (Note 27) 182 338 10 530 121 178 6 305
Total provisions for ECL on loans and credit commitments 1,084 2,875 2,173 6,132 884 1,674 1,355 3,913
Of which:

Individually assessed provisions - - 611 611 - - 412 412

Collectively assessed provisions 1,084 2,875 1,562 5,521 884 1,674 943 3,501
Total provisions for ECL on loans and credit commitments 1,084 2,875 2,173 6,132 884 1,674 1,355 3,913
Gross loans and credit commitments 812,450 71,841 11,311 895,602 865,383 37,484 6,851 909,718
Coverage ratio (%) 0.13 4.00 19.21 0.68 0.10 4.47 19.78 0.43

2020 2019
Non- Non-

Parent Entity Performing performing Performing performing
$m Stage 1 Stage 2 Stage 3 Total Stage 1 Stage 2 Stage 3 Total
Provision for ECL on loans

Housing 145 630 904 1,679 137 334 557 1,028

Personal 162 297 193 652 200 369 213 782

Business 445 1,154 763 2,362 303 554 436 1,293
Total provision for ECL on loans (Note 12) 752 2,081 1,860 4,693 640 1,257 1,206 3,103
Provision for ECL on credit commitments

Housing 4 5] - 9 4 1 - 5

Personal 28 35 - 63 29 32 - 61

Business 129 269 9 407 74 130 5 209
Total provision for ECL on credit commitments (Note 27) 161 309 9 479 107 163 5 275
Total provisions for ECL on loans and credit commitments 913 2,390 1,869 5172 747 1,420 1,211 3,378
Of which:

Individually assessed provisions - - 520 520 - - 364 364

Collectively assessed provisions 913 2,390 1,349 4,652 747 1,420 847 3,014
Total provisions for ECL on loans and credit commitments 913 2,390 1,869 5,172 747 1,420 1,211 3,378
Gross loans and credit commitments 712,381 61,822 10,293 784,496 764,311 32,966 6,249 803,526

Coverage ratio (%) 0.13 3.87 18.16 0.66 0.10 4.31 19.38 0.42
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The following table reconciles the provisions for ECL on loans and credit commitments for the Group.

Collectively Individually
Consolidated Performing Non-performing assessed assessed
$m Stage 1 Stage 2 Stage 3 provisions provisions Total
Provision for impairment charges as at 30 September 2018 - - - 2,631 422 3,053
Restatement for adoption of AASB 9 877 1,884 1,272 (2,631) (422) 980
Restated provisions for ECL on loans and credit commitments as at 1 October 2018 877 1,884 1,272 - - 4,033
Transfers to Stage 1 1,458 (1,404) (54) - - -
Transfers to Stage 2 (242) 956 (714) - - -
Transfers to Stage 3 (5) (621) 626 - - -
Business activity during the year 179 (19) (330) - - (170)
Net remeasurement of provision for ECL (1,385) 874 1,647 - - 1,136
Write-offs - - (1,154) - - (1,154)
Exchange rate and other adjustments 2 4 62 - - 68
Total provisions for ECL on loans and credit i its as at 30 ber 2019 884 1,674 1,355 - - 3,913
Transfers to Stage 1 1,578 (1,528) (50) - - -
Transfers to Stage 2 (345) 1,161 (816) - - -
Transfers to Stage 3 () (955) 962 - - -
Business activity during the year 212 60 7) - - 195
Net remeasurement of provision for ECL (1,233) 2,474 1,915 - - 3,156
Write-offs - - (1,170) - - (1,170)
Exchange rate and other adjustments (5) (11) 54 = = 38
Total provisions for ECL on loans and credit i its as at 30 Sep 2020 1,084 2,875 2,173 - - 6,132
The provisions for ECL on loans and credit commitments can be further disaggregated into the following classes:
Consolidated Collectively Individually
Housing Performing Non-performing assessed assessed
$m Stage 1 Stage 2 Stage 3 provisions provisions Total
Provision for impairment charges as at 30 September 2018 - - - 385 97 482
Restatement for adoption of AASB 9 130 351 501 (385) (97) 500
Restated provisions for ECL on loans and credit commitments as at 1 October 2018 130 351 501 - - 982
Transfers to Stage 1 343 (317) (26) - - -
Transfers to Stage 2 (38) 396 (358) - - -
Transfers to Stage 3 - (145) 145 - - -
Business activity during the year 17 (35) (141) - - (159)
Net remeasurement of provision for ECL (289) 104 567 - - 382
Write-offs - - (119) - - (119)
Exchange rate and other adjustments - - 22 - - 22
Total provisions for ECL on loans and credit i as at 30 2019 163 354 591 - - 1,108
Transfers to Stage 1 566 (542) (24) - - -
Transfers to Stage 2 (68) 472 (404) - - -
Transfers to Stage 3 - (276) 276 - - -
Business activity during the year 25 (53) (142) - - (170)
Net remeasurement of provision for ECL (492) 798 772 - - 1,078
Write-offs - - (120) - - (120)
Exchange rate and other adjustments ) (6) 28 - - 20

Total provisions for ECL on loans and credit i as at 30 S ber 2020 192 747 977 - - 1,916
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Consolidated Collectively Individually

Personal Performing Non-performing assessed assessed

$m Stage 1 Stage 2 Stage 3 provisions provisions Total

Provision for impairment charges as at 30 September 2018 - - - 761 3 764

Restatement for adoption of AASB 9 263 589 240 (761) (3) 328

Restated provisions for ECL on loans and credit commitments as at 1 October 2018 263 589 240 - - 1,092
Transfers to Stage 1 849 (839) (10) - - -
Transfers to Stage 2 (148) 368 (220) - - -
Transfers to Stage 3 ) (350) 352 - - -
Business activity during the year 62 (18) (160) - - (116)
Net remeasurement of provision for ECL (757) 708 838 - - 789
Write-offs - - (822) - - (822)
Exchange rate and other adjustments 1 1 30 - - 32

Total provisions for ECL on loans and credit i as at 30 ber 2019 268 459 248 - - 975
Transfers to Stage 1 744 (732) (12) - - -
Transfers to Stage 2 (154) 368 (214) - - -
Transfers to Stage 3 ) (342) 343 - - -
Business activity during the year 35 (37) (50) - - (52)
Net remeasurement of provision for ECL (676) 694 617 - - 635
Write-offs - - (728) - - (728)
Exchange rate and other adjustments - 2) 28 - - 26

Total provisions for ECL on loans and credit i its as at 30 Sep 2020 216 408 232 - - 856

Consolidated Collectively Individually

Business Performing Non-performing assessed assessed

$m Stage 1 Stage 2 Stage 3 provisions provisions Total

Provision for impairment charges as at 30 September 2018 - - - 1,485 322 1,807

Restatement for adoption of AASB 9 484 944 531 (1,485) (322) 152

Restated provisions for ECL on loans and credit commitments as at 1 October 2018 484 944 531 - - 1,959
Transfers to Stage 1 266 (248) (18) - - -
Transfers to Stage 2 (56) 192 (136) - - -
Transfers to Stage 3 3) (126) 129 - - -
Business activity during the year 100 34 (29) - - 105
Net remeasurement of provision for ECL (339) 62 242 - - (35)
Write-offs - - (213) - - (213)
Exchange rate and other adjustments 1 3 10 - - 14

Total provisions for ECL on loans and credit i its as at 30 ber 2019 453 861 516 - - 1,830
Transfers to Stage 1 268 (254) (14) - - -
Transfers to Stage 2 (123) 321 (198) - - -
Transfers to Stage 3 (6) (337) 343 - - -
Business activity during the year 152 150 115 - - 417
Net remeasurement of provision for ECL (65) 982 526 - - 1,443
Write-offs - - (322) - - (322)
Exchange rate and other adjustments 3) 3) (2) - - (8)

Total provisions for ECL on loans and credit i as at 30 Sep 2020 676 1,720 964 = ° 3,360
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Note 13. Provisions for expected credit losses/impairment charges (continued)

The following table reconciles the provision for ECL on loans and credit commitments for the Parent Entity.

Parent Entity Performing Non-performing ¢ assesse; assesse;

$m Stage 1 Stage 2 Stage 3 provisions provisions Total

Provision for impairment charges as at 30 September 2018 - - - 2,238 375 2,613

Restatement for adoption of AASB 9 741 1,605 1,113 (2,238) (375) 846

Restated provisions for ECL on loans and credit commitments as at 1 October 2018 741 1,605 1,113 - - 3,459
Transfers to Stage 1 1,191 (1,153) (38) - - -
Transfers to Stage 2 (220) 860 (640) - - -
Transfers to Stage 3 (3) (554) 557 - - -
Business activity during the year 168 7 (358) - - (183)
Net remeasurement of provision for ECL (1,130) 654 1,552 - - 1,076
Write-offs - - (1,023) - - (1,023)
Exchange rate and other adjustments - 1 48 - - 49

Total provisions for ECL on loans and credit as at 30 2019 747 1,420 1,211 - - 3,378
Transfers to Stage 1 1,150 (1,125) (25) - - -
Transfers to Stage 2 (266) 930 (664) - - -
Transfers to Stage 3 (6) (773) 779 - - -
Business activity during the year 188 64 (45) - - 207
Net remeasurement of provision for ECL (897) 1,880 1,672 - - 2,655
Write-offs - - (1,105) - - (1,105)
Exchange rate and other adjustments (3) (6) 46 - - 37

Total provisions for ECL on loans and credit as at 30 Sep 2020 913 2,390 1,869 ° = 5172

The provisions for ECL on loans and credit commitments can be further disaggregated into the following classes:

Parent Entity C y y

Housing Performing Non-performing assessed assessed

$m Stage 1 Stage 2 Stage 3 provisions provisions Total

Provision for impairment charges as at 30 September 2018 - - - 516 82 598

Restatement for adoption of AASB 9 105 334 402 (516) (82) 243

Restated provisions for ECL on loans and credit commitments as at 1 October 2018 105 334 402 - - 841
Transfers to Stage 1 322 (302) (20) - - -
Transfers to Stage 2 (36) 386 (350) - - -
Transfers to Stage 3 - (141) 141 - - -
Business activity during the year 15 (33) (127) - - (145)
Net remeasurement of provision for ECL (265) 91 606 - - 432
Write-offs - - (115) - - (115)
Exchange rate and other adjustments - - 20 - - 20

Total provisions for ECL on loans and credit as at 30 Sey 2019 141 335 557 - - 1,033
Transfers to Stage 1 376 (365) (11) - - -
Transfers to Stage 2 (44) 391 (347) - - -
Transfers to Stage 3 - (233) 233 - - -
Business activity during the year 19 (45) (128) - - (154)
Net remeasurement of provision for ECL (343) 552 686 - - 895
Write-offs - - (111) - - (111)
Exchange rate and other adjustments - - 25 - - 25

Total provisions for ECL on loans and credit as at 30 Sep 2020 149 635 904 - - 1,688
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Note 13. Provisions for expected credit losses/impairment charges (continued)

Parent Entity [ ively y

Personal Performing Non-performing assessed assessed

$m Stage 1 Stage 2 Stage 3 provisions provisions Total

Provision for impairment charges as at 30 September 2018 - - - 524 3 527

Restatement for adoption of AASB 9 215 540 200 (524) (3) 428

Restated provisions for ECL on loans and credit commitments as at 1 October 2018 215 540 200 - - 955
Transfers to Stage 1 635 (633) ) - - -
Transfers to Stage 2 (138) 319 (181) - - -
Transfers to Stage 3 (1) (311) 312 - - -
Business activity during the year 62 (11) (158) - - (107)
Net remeasurement of provision for ECL (544) 497 753 - - 706
Write-offs - - (733) - - (733)
Exchange rate and other adjustments - - 22 - - 22

Total provisions for ECL on loans and credit i as at 30 ber 2019 229 401 213 - - 843
Transfers to Stage 1 549 (547) 2) - - -
Transfers to Stage 2 (131) 313 (182) - - -
Transfers to Stage 3 (1) (307) 308 - - -
Business activity during the year 36 (31) (43) - - (38)
Net remeasurement of provision for ECL (492) 503 573 - - 584
Write-offs - - (699) - - (699)
Exchange rate and other adjustments - - 25 - - 25

Total provisions for ECL on loans and credit i as at 30 2020 190 332 193 = o 715

Parent Entity Collectively Individually

Business Performing Non-performing assessed assessed

$m Stage 1 Stage 2 Stage 3 provisions provisions Total

Provision for impairment charges as at 30 September 2018 - - - 1,198 290 1,488

Restatement for adoption of AASB 9 421 731 511 (1,198) (290) 175

Restated provisions for ECL on loans and credit commitments as at 1 October 2018 421 731 511 - - 1,663
Transfers to Stage 1 234 (218) (16) - - -
Transfers to Stage 2 (46) 155 (109) - - -
Transfers to Stage 3 2) (102) 104 - - -
Business activity during the year 91 51 (73) - - 69
Net remeasurement of provision for ECL (321) 66 193 - - (62)
Write-offs - - (175) - - (175)
Exchange rate and other adjustments - 1 6 - - 7

Total provisions for ECL on loans and credit i as at 30 Sep 2019 377 684 441 - - 1,502
Transfers to Stage 1 225 (213) (12) - - -
Transfers to Stage 2 (91) 226 (135) - - -
Transfers to Stage 3 (5) (233) 238 - - -
Business activity during the year 133 140 126 - - 399
Net remeasurement of provision for ECL (62) 825 413 - - 1,176
Write-offs s s (295) . . (295)
Exchange rate and other adjustments (3) (6) (4) - - (13)

Total provisions for ECL on loans and credit i as at 30 2020 574 1,423 772 - - 2,769
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Note 13. Provisions for expected credit losses/impairment charges (continued)

Reconciliation of impairment charges

Consolidated Parent Entity

$m 2020 2019 2020 2019
Loans and credit commitments:

Business activity during the year 195 (170) 207 (183)

Net remeasurement of provision for ECL 3,156 1,136 2,655 1,076
Impairment charges for debt securities at amortised cost 18 - - -
Impairment charges for debt securities at FVOCI 2 - 2 -
Recoveries (193) (172) (173) (143)
Impairment charges (Note 6) 3,178 794 2,691 750

Impact of Overlays on the provision for ECL

The following table attributes the breakup between modelled ECL and other economic overlays.

Where there is increased uncertainty regarding the required forward-looking economic conditions under AASB 9, or limitations of the historical data used to calibrate the models to
current stressed environments, overlays are typically used to address areas of potential risk not captured in the underlying modelled ECL.

Consolidated Parent Entity
$m 2020 2019 2020 2019
Modelled provision for ECL 5,480 3,801 4,659 3,266
Overlays' 652 112 513 112
Total provision for ECL 6,132 3,913 5,172 3,378

Details of these changes, which are based on reasonable and supportable information up to the date of this report are provided below.

Modelled provision for ECL

The modelled provision for ECL is a probability weighted estimate based on three scenarios which together are representative of the Group’s view of the forward-looking distribution of
potential loss outcomes. The increase in provisions as a result of changes in modelled ECL are reflected through the “net remeasurement of provision for ECL” line in the “movement in
provision for ECL on loans and credit commitments” table.

The base case scenario uses current Westpac Economics forecasts and reflects the latest available macroeconomic view which shows a deterioration in the short term, with a subsequent
recovery. The latest view considers both the economic and societal impacts of COVID-19, the Australian Government stimulus measures implemented to cushion the impacts, including the
JobKeeper package and the New Zealand Government stimulus package. The Westpac Australian economics forecast assumes the following:

Key macroeconomic assumptions for base case scenario 30 September 2020 30 September 2019

Annual GDP Forecast growth of 2.5% for calendar year 2021 Growth of 2.5% over the next 12 months

Commercial property index Forecast price contraction of 19.3% for calendar year 2021 Reduction in the rate of growth of 1.1% over the next 12 months
Residential property prices Forecast price contraction of 0.4% for calendar year 2021 Return to positive growth of 1% over the next 12 months

Cash rate Forecast to remain at 10bps over calendar year 2021 Reduction of 50 bps in the next 12 months

Unemployment rate:

Australia Forecast to peak at 7.9% (February 2021) and fall to 7.5% at December
2021 Increase to 5.6% over the next 12 months

Forecast to peak at 7% (December 2020) and then fall to 6.4% at
New Zealand December 2021 Reduction of 50 bps in the next 12 months

The downside scenario is a more severe scenario with ECL higher than the base case scenario. The more severe loss outcome for the downside is generated under a recession scenario in
which the combination of negative GDP growth, declines in commercial and residential property prices and an increase in the unemployment rate simultaneously impact ECL across all
portfolios from the reporting date. The assumptions in this scenario and relativities to the base case scenario will be monitored having regard to the emerging economic conditions and
updated where necessary. The upside scenario represents a modest improvement to the base case.

The following sensitivity table shows the reported provision for ECL based on the probability weighted scenarios and what the provision for ECL would be assuming a 100% weighting is
applied to the base case scenario and to the downside scenario (with all other assumptions, including customer risk grades, held constant).

1. Included in 2020 is $577 million related to COVID-19.
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Note 13. Provisions for expected credit losses/impairment charges (continued)

Consolidated Parent Entity
$m 2020 2019 2020 2019
Reported probability-weighted ECL 6,132 3,913 5,172 3,378
100% base case ECL 4,750 2,748 4,051 2,387
100% downside ECL 8,315 7,065 6,956 6,067

If 1% of the stage 1 gross exposure from loans and credit commitments (calculated on a 12 month ECL) was reflected in stage 2 (calculated on a lifetime ECL) the provision for ECL
would increase by $296 million (2019: $236 million) for the Group and $266 million (2019: $209 million) for the Parent Entity based on applying the average provision coverage ratios by
stage to the movement in the gross exposure by stage.

The following table indicates the weightings applied by the Group and Parent Entity:

ic scenario weightil (%) 2020 2019
Upside 5.0 10.0
Base 55.0 62.5
Downside 40.0 275

The increase in weighting to the downside scenario since 30 September 2019 reflects the continuing uncertainty around the economic assumptions used in the base case and the asymmetric
impact of downside tail risk on ECL. In particular, the current base case economic forecast indicates a relatively short and sharp economic impact followed by a subsequent recovery. There is a
risk that the economic impacts of COVID-19 could be deeper or more prolonged which would result in higher credit losses than those modelled under the base case.

The COVID-19 pandemic is leading to material structural shifts in the behaviour of the economy and customers, and unprecedented actions by banks, governments and regulators in response.
ECL models are expected to be subject to a higher than usual level of uncertainty during this period. In this environment there is a heightened need for the application of judgement in order to
reflect these evolving relationships and risks.

This judgement has been applied in the form of the revision to scenario weightings and a COVID-19 overlay.

COVID-19 overlay

Where there is increased uncertainty regarding the required forward-looking economic conditions under AASB 9, or limitations of the historical data used to calibrate the models to current
stressed environments, overlays are typically used to address areas of potential risk not captured in the underlying modelled ECL.

The COVID-19 pandemic has had, and continues to have, an impact on businesses around the world and the economic environments in which they operate. There also exists significant
uncertainty regarding the duration and severity of COVID-19 impacts and the associated disruption to the economy and our customers. While the impacts on the broader economy are included
in the assumptions used in the economic scenarios and the weightings applied to these scenarios, these general economy wide impacts may not fully reflect the specific impact on individual
customers, and therefore the potential risk is not captured in the underlying modelled ECL. As overlays require the application of expert judgment, they are documented and subject to
comprehensive internal governance and oversight.

The Group’s COVID-19 overlay as of September 2020 is $577 million, of which, $404 million relates to COVID-19 deferral packages.

The deferral of payments by customers in hardship arrangements is generally treated as an indication of a significant increase in credit risk (SICR) but the deferral of payments under the
current COVID-19 support packages for mortgages, personal and business loans has not, in isolation, been treated as an indication of SICR. As highlighted by the IASB in its guidance
document ‘IFRS 9 and COVID-19’ issued on 27 March 2020, in these changed circumstances it is not appropriate to apply previously established approaches to assessing significant
increase in credit risk (‘SICR’) for payment holidays in a mechanistic manner.

These relief packages are available to customers who require assistance because of COVID-19 and who otherwise had up to date payment status prior to the onset of COVID-19. The relief
packages allow for a deferral of payments for up to 6 months. During this period, the deferred interest will be capitalised and the deferred principal along with the capitalised interest, will be
repaid over the remaining term of the loan. These packages have been designed to provide short-term cash flow support while the most significant COVID-19 restrictions are in place. A further
extension allowing for up to an additional 4 month deferral up to 31 March 2021 has been announced. The extension will not be automatic and will require up-to-date financial information on
each borrower to confirm that there is a reasonable prospect to repay the loan.

As the situation has evolved since March 2020, the Group has classified the deferral packages into different categories of risk. Each of these categories are assigned a corresponding AASB 9
staging level based on whether SICR is deemed to have occurred because of the increased likelihood of a risk of default. The group has identified a proportion of deferral packages as higher
credit risk and has identified a SICR event to have occurred on these customers. An overlay estimation has been done on this base of customers.

We continue to monitor our lending portfolios closely and reassess our provisioning levels as the situation around COVID-19 evolves. At the cessation of the COVID-19 support packages, it is
likely that some customers will move into general hardship arrangements (Stage 2). Exposures allocated to Stage 3 relies only on observable evidence of default.
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Note 13. Provisions for expected credit losses/impairment charges (continued)

Business lending (including institutional)

The business lending overlay relates to the increased credit risk relating to a portion of small business and transaction managed (<$10 million TCE) customers currently on COVID-19 relief
packages or still to be reviewed.

Based on this judgement we have identified $2.4 billion for the Group and $1.3 billion for the Parent Entity of business portfolio exposures on which a lifetime ECL overlay has been
determined. This has resulted in a $223 million overlay for the Group and $140 million overlay for the Parent Entity for business lending exposures which is included in Stage 2 provision.

Retail lending

The retail lending overlay relates to the increased credit risk relating to a portion of housing and personal customers currently on COVID-19 relief packages. Customers with packages have
been segmented into different categories of risk based on how these customers are expected to perform following the expiry of the package. Customers assessed to be high risk have been
considered for an overlay estimation and a lifetime ECL overlay has been determined for these customers.

We have identified $7.5 billion for the Group and $5.7 billion for the Parent Entity of retail exposures on which a lifetime ECL overlay has been determined. This has resulted in a $354
million overlay for the Group and $298 million for the Parent entity which is included in Stage 2 provision.

The judgements and assumptions used in estimating the above overlays will be reviewed and refined as both the COVID-19 pandemic and portfolio evolves.

Impact of changes in credit exposures on the provision for ECL

- Stage 1 exposures had a net decrease of $52.9 billion (2019: net increase of $7.6 billion) for the Group and $51.9 billion (2019: net increase of $4.1 billion) for the Parent Entity primarily
driven by decreases in housing and business segments. The decrease is impacted by underlying balance reduction as well as an additional $31.3 billion transferred to Stage 2 to
account for staging methodology changes and TCE associated with overlays. Stage 1 ECL has increased mainly from impacts from revised macro-economic forecasts and weightings.

+ Stage 2 credit exposures increased by $34.3 billion (2019: decreased by $2.1 billion) for both the Group and the Parent Entity mainly driven by increases from the business segment and
the impact of the additional $31.3 billion transferred to Stage 2 to account for staging methodology changes and TCE associated with overlays. The Stage 2 underlying exposure increase
has been driven by the business segment resulting from credit reviews in the portfolio. Stage 2 ECL has increased driven by the COVID-19 overlay, impacts from revised macro-
economic forecasts/weightings and underlying increase in Stage 2 exposures.

« Stage 3 credit exposures had a net increase of $4.5 billion (2019: $0.9 billion) for both the Group and the Parent Entity driven by net transfers to Stage 3 from Stage 1 and Stage 2 with the

243

increase driven by the housing portfolio. The increase in Stage 3 exposures is in line with increase in 90 days past due for the home loan portfolio. Stage 3 ECL has increased in line with the

increase in Stage 3 exposures.




244 WESTPAC GROUP 2020 ANNUAL REPORT

Notes to the financial statements

Note 13. Provisions for expected credit losses/impairment charges (continued)

COVID-19 deferral packages
The customers with deferral of payments under COVID-19 support packages for mortgages and business loans at 30 September 2020 is $35.6 billion. These loans and the related provision for
ECL can be disaggregated as follows:

Consolidated Parent Entity

$m TCE Provision for ECL TCE Provision for ECL
Housing loans

Stage 1 18,053 17) 14,970 (1)

Stage 2 11,811 (371) 10,779 (339)

Stage 3 93 (12) 46 ()
Total housing loans 29,957 (400) 25,795 (354)
Personal loans

Stage 1 275 () 243 @)

Stage 2 145 (60) 120 (51)

Stage 3 6 (5) 3 2
Total personal loans 426 (73) 366 (60)
Business loans

Stage 1 3,147 (17) 2,846 17)

Stage 2 1,993 (181) 1,839 (179)

Stage 3 101 (19) 78 (12)
Total business loans 5,241 (217) 4,763 (208)
Total loans

Stage 1 21,475 (42) 18,059 (35)

Stage 2 13,949 (612) 12,738 (569)

Stage 3 200 (36) 127 (18)
Total loans 35,624 (690) 30,924 (622)

If the balance of COVID support packages in Stage 1 moved to Stage 2 the Group estimates that the provision for ECL would increase by $0.9 billion for the Group and $0.8 billion for the
parent entity.

The COVID-19 support packages provided to customers who were in Stage 2/3 at the time of the modification was $4 billion, of which $0.7 billion have moved to Stage 1.
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Note 13. Provisions for expected credit losses/impairment charges (continued)

Investment Securities — debt securities
The following table reconciles the provision for ECL on debt securities.

Total
Debt investment
Debt securities at securities -
securities at amortised debt
$m Fvocr' cost securities
Consolidated
Provision for impairment charges as at 30 September 2018 - - -
Restatement for adoption of AASB 9 2 9 1M
Restated provision for ECL on investment securities - debt securities as at 1 October 2018 2 9 11
Stage 1 - change in the provision during the year - - -
Total provision for ECL on investment securities - debt securities as at 30 September 2019 2 9 11
Stage 1 - change in the provision during the year 2 9) 7)
Stage 2 - change in the provision during the year - 27 27
Total provision for ECL on investment securities - debt securities as at 30 September 2020 4 27 31
Parent Entity
Provision for impairment charges as at 30 September 2018 - - -
Restatement for adoption of AASB 9 2 - 2
Restated provision for ECL on investment securities - debt securities as at 1 October 2018 2 - 2
Stage 1 - change in the provision during the year - - -
Total provision for ECL on investment securities - debt securities as at 30 September 2019 2 - 2
Stage 1 - change in the provision during the year 2 - 2
Stage 2 - change in the provision during the year = o -
Total provision for ECL on investment securities - debt securities as at 30 September 2020 4 - 4

As 2018 comparatives were not restated for the Group’s adoption of AASB 9 in 2019, the following table reconciles the provisions for impairment charges on loans and credit commitments
based on the requirements of AASB 139.

Consolidated
$m 2018

Individually assessed provisions

Balance as at beginning of year 480
Provisions raised 371
Write-backs (150)
Write-offs (269)
Interest adjustment (11)
Other adjustments 1
Balance as at end of year 422

Collectively assessed provisions

Balance as at beginning of year 2,639
Provisions raised 668
Write-offs (858)
Interest adjustment 179
Other adjustments 3
Balance as at end of year 2,631
Total provisions for impairment charges on loans and credit commitments 3,053
Less provision for credit commitments (refer to Note 27) (239)
Total provision for impairment charges on loans 2,814

1. Impairment on debt securities at FVOCI is recognised in the income statement with a corresponding amount in OCI (refer to Note 28). There is no reduction of the carrying value of the debt securities which remain at fair value (refer
to Note 11).
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Note 13. Provisions for expected credit losses/impairment charges (continued)

The following table presents provisions for ECL (as at 30 September 2020 and 2019) and provision for impairment charges (as at 30 September 2018, 2017 and 2016) on loans and credit
commitments by industry classification:

Consolidated 2020 2019 2018 2017 2016
$m % $m % $m % $m % $m %
Australia
Accommodation, cafes and restaurants 222 3.6 75 1.9 62 2.0 67 2.1 95 2.7
Agriculture, forestry and fishing 153 25 93 2.4 69 2.3 59 1.9 74 2.1
Construction 268 4.4 148 3.8 93 3.0 86 28 86 24
Finance and insurance 104 A7 55 14 67 22 53 17 131 3.7
Manufacturing 193 31 11 28 196 6.4 164 5.3 278 77
Mining 67 1.1 36 0.9 91 3.0 131 4.2 246 6.8
Property 378 6.2 216 5.5 204 6.7 240 7.7 287 8.0
Property services and business services 394 6.4 230 59 128 4.2 155 5.0 216 6.0
Services 289 4.7 175 45 137 45 126 4.0 116 32
Trade 394 6.4 242 6.2 199 6.5 183 5.9 213 59
Transport and storage 188 31 109 2.8 79 26 92 29 73 20
Utilities 34 0.6 17 0.4 13 0.4 15 0.5 9 0.2
Retail lending 2,396 39.1 1,890 48.3 1,200 39.3 1,229 39.4 1,102 30.6
Other 191 3.1 109 2.8 106 3.5 92 29 138 3.8
Total Australia 5,271 86.0 3,506 89.6 2,644 86.6 2,692 86.3 3,064 85.1
New Zealand
Accommodation, cafes and restaurants 4 0.1 2 0.1 3 0.1 2 0.1 2 0.1
Agriculture, forestry and fishing 110 1.8 67 1.7 7 25 93 3.0 120 33
Construction 12 0.2 9 0.2 16 0.5 9 0.3 9 0.2
Finance and insurance 2 - 2 0.1 3 0.1 3 0.1 4 0.1
Manufacturing 45 0.7 14 0.4 26 0.9 24 0.8 53 1.5
Mining - - - - 1 - 1 - 15 0.4
Property 34 0.6 20 05 27 0.9 38 12 52 14
Property services and business services 7 0.1 5 0.1 8 0.2 1 0.3 21 0.6
Services 13 0.2 9 0.2 9 0.3 14 0.4 13 0.4
Trade 16 0.3 15 0.4 21 0.7 17 0.5 18 0.5
Transport and storage 4 0.1 3 0.1 5 0.2 5 0.2 7 0.2
Utilities 2 = 1 - 2 0.1 3 0.1 4 0.1
Retail lending 352 5.7 173 4.4 130 4.3 130 4.2 125 35
Other 8 0.1 7 0.2 1 - - - 2 0.1
Total New Zealand 609 9.9 327 8.4 329 10.8 350 11.2 445 12.4
Total other overseas 252 41 80 2.0 80 2.6 7 25 93 25

Total provisions for ECL/ Impairment charges on loans and credit commitments 6,132 100.0 3,913 100.0 3,053 100.0 3,119 100.0 3,602 100.0
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Note 13. Provisions for expected credit losses/impairment charges (continued)
The following table shows details of loan write-offs by industry classifications for the past five years:

Consolidated

$m 2020 2019 2018 2017 2016
Australia

Accommodation, cafes and restaurants (6) (12) (14) (38) (17)
Agriculture, forestry and fishing (13) (4) (12) (10) (12)
Construction (16) (13) (23) (30) (20)
Finance and insurance (2) 4) ) (6) (13)
Manufacturing (14) (12) (12) (105) (21)
Mining ) (1) (14) (46) (18)
Property (49) (31) (39) (76) (44)
Property services and business services (16) (24) (44) (203) (43)
Services (6) (7) (24) (97) (36)
Trade (1) (62) (56) (59) (30)
Transport and storage (18) (14) (17) 7) (48)
Utilities (4) (1) (1) - 1)
Retail lending (873) (903) (793) (898) (803)
Other 4) (10) (5) (17) (13)
Total Australia (1,036) (1,098) (1,058) (1,602) (1,119)

New Zealand
Accommodation, cafes and restaurants - - - - -

Agriculture, forestry and fishing - (2) - - (1)
Construction = - 1) (] 1)
Finance and insurance - - - - -
Manufacturing S - - - -
Mining o - - - -
Property 4) - (13) 2) (10)
Property services and business services - - - - (2)
Services - - 1) - -

Trade (1) 2) 1) (1) (1)
Transport and storage = - - - -

Utilities - - - - -

Retail lending (31) (50) (53) (49) (51)
Other - - - - (1)
Total New Zealand (36) (54) (69) (53) (67)
Total other overseas (98) ) - (U] 3)
Total write-offs (1,170) (1,154) (1,127) (1,656) (1,189)

Write-offs still under enforcement activity
The amount of current year write-offs which remain subject to enforcement activity was $1,127 million (2019: $1,093 million) for the Group and $1,062 million (2019: $962 million) for the Parent
Entity.
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Note 13. Provisions for expected credit losses/impairment charges (continued)

The following table shows details of recoveries of loans by industry classifications for the past five years:

Consolidated

$m 2020 2019 2018 2017 2016
Australia
Accommodation, cafes and restaurants 1 - 1 3 -
Agriculture, forestry and fishing 1 - - - -
Construction 4 1 1 2 1
Finance and insurance 2 - 1 1 34
Manufacturing 1 1 - 2 1
Mining - - 1 1 -
Property 3 8 7 10 3
Property services and business services 2 1 1 3 2
Services 1 - 1 - 2
Trade 5 2 2 3 1
Transport and storage 1 1 1 1 1
Utilities - - - - -
Retail lending 157 135 139 118 84
Other - 5 - 5 2
Total Australia 178 154 155 149 131
Total New Zealand 15 18 24 19 6
Total other overseas - - - - -
Total recoveries 193 172 179 168 137
Total write-offs (1,170) (1,154) (1,127) (1,656) (1,189)
Net write-offs and recoveries (977) (982) (948) (1,488) (1,052)
Note 14. Other financial assets
Consolidated Parent Entity
$m 2020 2019 2020 2019
Accrued interest receivable 905 1,144 797 1,005
Securities sold not delivered 2,358 1,687 2,352 1,668
Trade debtors 992 998 502 517
Interbank lending 299 514 295 510
Clearing and settlement balances 630 750 558 706
Accrued fees and commissions 170 159 17 95
Other 120 115 124 114

Total other financial assets 5,474 5,367 4,745 4,615
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Note 15. Life insurance assets and life insurance liabilities

Accounting policy

The Group conducts its life insurance business in Australia primarily through Westpac Life Insurance Services Limited and separate statutory funds registered under the Life Insurance
Act 1995 (Life Act) and in New Zealand through Westpac Life-NZ-Limited which are separate statutory funds licensed under the Insurance (Prudential Supervision) Act 2010.

Life insurance assets

Life insurance assets, including investments in funds managed by the Group, are designated at FVIS. Changes in fair value are recognised in non-interest income. The determination of fair
value of life insurance assets involves the same judgements as other financial assets, which are described in the critical accounting assumptions and estimates in Note 22.

The Life Act places restrictions on life insurance assets, including that they can only be used:

» to meet the liabilities and expenses of that statutory fund;

» to acquire investments to further the business of the statutory fund; or

« as a distribution, when the statutory fund has met its solvency and capital adequacy requirements.

Life insurance liabilities

Life insurance liabilities primarily consist of life investment contract liabilities and life insurance contract liabilities. Claims incurred in respect of life investment contracts are withdrawals of
customer deposits, and are recognised as a reduction in life insurance liabilities.

Life investment contract liabilities

Life investment contract liabilities are designated at FVIS. Fair value is the higher of the valuation of life insurance assets linked to the life investment contract, or the minimum current
surrender value (the minimum amount the Group would pay to a policyholder if their policy is voluntarily terminated before it matures or the insured event occurs). Changes in fair value are
recognised in non-interest income.

Life insurance contract liabilities

The value of life insurance contract liabilities is calculated using the margin on services methodology (MoS), specified in the Prudential Standard LPS 340 Valuation of Policy Liabilities.

MoS accounts for the associated risks and uncertainties of each type of life insurance contract written. At each reporting date, planned profit margins and an estimate of future liabilities are
calculated. Profit margins are released to non-interest income over the period that life insurance is provided to policyholders (Note 4). The cost incurred of acquiring specific insurance
contracts is deferred provided that these amounts are recoverable out of planned profit margins. The deferred amounts are recognised as a reduction in life insurance policy liabilities and are
amortised to non-interest income over the same period as the planned profit margins.

Life insurance contract liability adequacy test

Life insurance contract policy liabilities are tested for liability adequacy by comparing them to the best estimate of future cash flows. Liabilities are grouped into related product groups and
each group is tested against the best estimate of future cash flows. If the liability of a related product group is less than best estimate the liability is increased with the expense being
recognised in non-interest income.

External unit holder liabilities of managed investment schemes

The life insurance statutory funds include controlling interests in managed investment schemes which are consolidated. When the managed investment scheme is consolidated, the
external unit holder liabilities are recognised as a liability and included in life insurance liabilities. They are designated at FVIS.

Critical accounting assumptions and estimates

The key factors that affect the estimation of life insurance liabilities and related assets are:

+ the cost of providing benefits and administering contracts;

= mortality and morbidity experience, which includes policyholder benefits enhancements;

« discontinuance rates, which affects the Group’s ability to recover the cost of acquiring new business over the life of the contracts; and

« the discount rate of projected future cash flows.

Regulation, competition, interest rates, taxes, securities market conditions and general economic conditions also affect the estimation of life insurance liabilities.
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Note 15. Life insurance assets and life insurance liabilities (continued)
Life insurance assets

Consolidated

$m 2020 2019
Investments held directly and in unit trusts
Unit Trusts 333 6,764
Equities - 989
Debt Securities 2,818 1,589
Loans and other assets 442 25
Total life Insurance assets 3,593 9,367
There were no life insurance assets in the Parent Entity as at 30 September 2020 (2019: nil).
Life insurance liabilities
Consolidated Life investment Life insurance
of in policy li: contracts contracts Total
$m 2020 2019 2020 2019 2020 2019
Balance as at beginning of year 8,206 8,438 (829) (841) 7,377 7,597
Movements in policy liabilities reflected in the income statement 221 504 338 12 559 516
Contract contributions recognised in policy liabilities 368 898 - - 368 898
Contract withdrawals recognised in policy liabilities (8,322) (1,218) - - (8,322) (1,218)
Contract fees, expenses and tax recoveries (44) (73) - - (44) (73)
Change in external unit holders of managed investment schemes 1,458 (343) - - 1,458 (343)
Balance as at end of year 1,887 8,206 (491) (829) 1,396 7,377

There were no life insurance liabilities in the Parent Entity as at 30 September 2020 (2019: nil).
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Note 16. Deposits and other borrowings

Accounting policy
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Deposits and other borrowings are initially recognised at fair value and subsequently either measured at amortised cost using the effective interest rate method or at fair value.

Deposits and other borrowings are designated at fair value if they are managed on a fair value basis, reduce or eliminate an accounting mismatch or contain an embedded derivative.

Where they are measured at fair value, any changes in fair value (except those due to changes in credit risk) are recognised as non-interest income. The change in the fair value that is due to
changes in credit risk is recognised in OCI except where it would create an accounting mismatch, in which case it is also recognised in the income statement.

Refer to Note 22 for balances measured at fair value and amortised cost.
Interest expense incurred is recognised in net interest income using the effective interest rate method.

Consolidated

Parent Entity

$m 2020 2019 2020 2019
Australia
Certificates of deposit 25,647 26,259 25,647 26,259
Non-interest bearing, repayable at call 48,303 43,341 48,303 43,341
Other interest bearing at call 304,761 247,161 304,761 247,161
Other interest bearing term 125,820 158,564 125,820 158,564
Total Australia 504,531 475,325 504,531 475,325
New Zealand
Certificates of deposit 2,773 1,058 - -
Non-interest bearing, repayable at call 10,711 6,368 - -
Other interest bearing at call 26,300 22,291 - -
Other interest bearing term 28,689 31,084 1 -
Total New Zealand 68,473 60,801 1 -
Other overseas
Certificates of deposit 7,258 11,414 7,258 11,414
Non-interest bearing, repayable at call 868 824 333 385
Other interest bearing at call 1,864 1,610 1,559 1,233
Other interest bearing term 8,137 13,273 7,931 13,073
Total other overseas 18,127 27121 17,081 26,105
591,131 563,247 521,613 501,430

Total deposits and other borrowings
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Note 16. Deposits and other borrowings (continued)

The following table shows average balances and average rates in each of the past three years for major categories of deposits:

2020 2019 2018
Average Average Average Average Average Average
balance rate balance rate balance rate
Consolidated $m % $m % $m %
Australia
Non-interest bearing, repayable at call 45,231 42,455 41,156
Certificates of deposit 25,041 0.8 30,367 2.0 31,424 20
Other interest bearing at call 275,475 0.5 237,420 1.1 228,328 1.2
Other interest bearing term 135,361 1.5 158,012 24 162,254 25
Total Australia 481,108 468,254 463,162
Overseas
Non-interest bearing, repayable at call 9,661 6,815 6,021
Certificates of deposit 14,376 1.4 11,854 26 13,008 1.9
Other interest bearing at call 25,999 0.5 23,616 1.1 23,017 1.2
Other interest bearing term 42,381 2.3 45,520 3.0 41,942 2.8
Total overseas 92,417 87,805 83,988
Certificates of deposit and term deposits
All certificates of deposit and majority of term deposits issued by foreign offices were greater than US$100,000.
The maturity profile of certificates of deposit and term deposits greater than US$100,000 issued by Australian operations is set out below:
Over Over
3 months 6 months
Consolidated 2020 Up to to to
$m 3 months 6 months 1 year Over 1 year Total
Certificates of deposit greater than US$100,000 13,363 11,440 817 27 25,647
Term deposits greater than US$100,000 61,663 18,001 24,315 4,540 108,519
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Note 17. Other financial liabilities

Accounting policy

Other financial liabilities include liabilities measured at amortised cost as well as liabilities which are measured at FVIS. Financial liabilities measured at FVIS include:

« trading liabilities (i.e. securities sold short); and

« liabilities designated at FVIS (i.e. certain repurchase agreements).
Refer to Note 22 for balances measured at fair value and amortised cost.
Repurchase agreements
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Where securities are sold subject to an agreement to repurchase at a predetermined price, they remain recognised in the balance sheet in their original category (i.e. ‘Trading securities’ or

‘Investment securities’).

The cash consideration received is recognised as a liability (‘Repurchase agreements’). Repurchase agreements are designated at fair value where they are managed as part of a trading

portfolio, otherwise they are measured on an amortised cost basis.

Where a repurchase agreement is designated at fair value, subsequent to initial recognition, these liabilities are measured at fair value with changes in fair value (except credit risk) recognised
through the income statement as they arise. The change in fair value that is attributable to credit risk is recognised in OCI except where it would create an accounting mismatch, in which case it

is also recognised through the income statement.

Consolidated

Parent Entity

$m 2020 2019 2020 2019
Repurchase agreements 27,763 10,604 27,763 10,604
Interbank placements 4,981 9,884 4,710 9,834
Accrued interest payable 1,367 2,627 1,169 2,312
Securities purchased not delivered 2,291 1,398 2,291 1,395
Trade creditors and other accrued expenses 1,250 1,154 1,045 927
Settlement and clearing balances 1,005 1,222 989 1,197
Securities sold short 846 766 846 766
Other 1,422 1,560 1,343 1,481
Total other financial liabilities 40,925 29,215 40,156 28,516
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Note 18. Debt issues
Accounting policy

Debt issues are bonds, notes, commercial paper and debentures that have been issued by entities in the Group.

Debt issues are initially measured at fair value and subsequently either measured at amortised cost using the effective interest rate method or at fair value.

Debt issues are designated at fair value if they reduce or eliminate an accounting mismatch or contain an embedded derivative.

The change in the fair value that is due to credit risk is recognised in OCI except where it would create an accounting mismatch, in which case it is also recognised in non-interest income.
Refer to Note 22 for balances measured at fair value and amortised cost.

Interest expense incurred is recognised within net interest income using the effective interest rate method.

In the table below, the distinction between short-term (12 months or less) and long-term (greater than 12 months) debt is based on the original maturity of the underlying security.

Consolidated Parent Entity

$m 2020 2019 2020 2019
Short-term debt

Own issuances 16,477 25,838 14,160 23,695
Total short-term debt 16,477 25,838 14,160 23,695
Long-term debt

Covered bonds 36,051 38,037 31,926 33,160

Senior 89,766 109,340 81,580 99,819

Securitisation 8,000 8,190 - -

Structured notes 31 52 - -
Total long-term debt 133,848 155,619 113,506 132,979
Total debt issues 150,325 181,457 127,666 156,674
Movement reconciliation ($m)
Balance at beginning of year 181,457 172,596 156,674 152,288
Issuances 34,766 61,484 27,487 50,375
Maturities, repayments, buy backs and reductions (65,160) (63,313) (55,761) (56,347)
Total cash movements (30,394) (1,829) (28,274) (5,972)
FX translation impact (1,977) 6,713 (2,005) 6,514
Fair value adjustments 81 317 81 318
Fair value hedge accounting adjustments 1,038 3,512 1,076 3,376
Other (amortisation of bond issue costs, etc) 120 148 114 150
Total non-cash movements (738) 10,690 (734) 10,358

Balance as at end of year 150,325 181,457 127,666 156,674
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Note 18. Debt issues (continued)

Consolidated
$m 2020 2019

Short-term debt

Own issuances:

US commercial paper 13,864 19,950
Senior debt:

AUD - 100
GBP 2,437 5,366
Other 176 422
Total own issuances 16,477 25,838
Total short-term debt 16,477 25,838

Long-term debt (by currency):
AUD 36,062 43,532
CHF 3,177 3,480
EUR 34,498 37,464
GBP 3,440 5,545
JPY 2,439 2,538
NzZD 3,519 3,197
usD 45917 54,490
Other 4,796 5,373
Total long-term debt 133,848 155,619

Consolidated

$m 2020 2019 2018

Short-term borrowings
US commercial paper

Maximum amount outstanding at any month end 21,639 26,879 28,331
Approximate average amount outstanding 18,462 22,502 23,315
Approximate weighted average interest rate on:
Average amount outstanding 1.4 28 2.0
Outstanding as at year end 0.4 3.2 25

The Group manages FX exposure from debt issuances as part of its hedging activities. Further details of the Group’s hedge accounting are in Note 20.




256 WESTPAC GROUP 2020 ANNUAL REPORT

Notes to the financial statements

Note 19. Loan capital

Accounting policy

Loan capital are instruments issued by the Group which qualify for inclusion as regulatory capital under APRA Prudential Standards. Loan capital is initially measured at fair value and

subsequently measured at amortised cost using the effective interest rate method. Interest expense incurred is recognised in net interest income.

$m

Consolidated and
Parent Entity
2020

2019

Additional Tier 1 (AT1) loan capital
Westpac capital notes

7,423 7,411

USD AT1 securities 1,941 1,913
Total AT1 loan capital 9,364 9,324
Tier 2 loan capital

Subordinated notes 14,090 11,981

Subordinated perpetual notes 495 521
Total Tier 2 loan capital 14,585 12,502
Total loan capital 23,949 21,826
Movement reconciliation ($m)
Balance as at beginning of year 21,826 17,265
Issuances 2,225 4,935
Maturities, repayments, buy backs and reductions (262) (1,662)
Total cash movements 1,963 3,273
FX translation impact (564) 521
Fair value hedge accounting adjustments 703 748
Other (amortisation of bond issue costs, etc) 21 19
Total non-cash movements 160 1,288
Balance as at end of year 23,949 21,826
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Additional Tier 1 loan capital
A summary of the key terms and common features of AT1 instruments are provided below'.

Consolidated and Parent Entity Potential scheduled Optional
$m Distribution Interest rate conversion date? redemption date® 2020 2019

Westpac capital notes (WCN)

$1,311 million WCN2 (90 day bank bill rate + 3.05% p.a.) x (1 - Australian corporate tax rate) 23 September 2024 23 September 2022 1,307 1,308
$1,324 million WCN3 (90 day bank bill rate + 4.00% p.a.) x (1 - Australian corporate tax rate) 22 March 2023 22 March 2021 1,323 1,319
$1,702 million WCN4 (90 day bank bill rate + 4.90% p.a.) x (1 - Australian corporate tax rate) 20 December 2023 20 December 2021 1,698 1,694
$1,690 million WCN5 (90 day bank bill rate + 3.20% p.a.) x (1 - Australian corporate tax rate) 22 September 2027 22 September 2025 1,680 1,677
$1,423 million WCN6 (90 day bank bill rate + 3.70% p.a.) x (1 - Australian corporate tax rate) 31 July 2026 31 July 2024 1,415 1,413
Total Westpac capital notes 7,423 7,411

USD AT1 securities

US$1,250 million securities 5.00% p.a. until but excluding 21 September 2027 (first reset date). If not redeemed, n/a 21 September 2027° 1,941 1,913
converted or written-off earlier, from, and including, each reset date* to, but excluding,
the next succeeding reset date at a fixed rate p.a. equal to the prevailing 5-year USD
midmarket swap rate plus 2.89% p.a.

Total USD AT1 securities 1,941 1,913

Common features of AT1 instruments

Payment conditions

Quarterly distributions on the Westpac capital notes and semi-annual interest payments on the USD AT1 securities are discretionary and will only be paid if the payment conditions are satisfied,
including that the payment will not result in a breach of Westpac's capital requirements under APRA’s prudential standards; not result in Westpac becoming, or being likely to become, insolvent;
or if APRA does not object to the payment.

Broadly, if for any reason a distribution or interest payment has not been paid in full on the relevant payment date, Westpac must not determine or pay any dividends on Westpac ordinary shares
or undertake a discretionary buy back or capital reduction of Westpac ordinary shares, unless the unpaid amount is paid in full within 20 business days of the relevant payment date or in certain
other circumstances.

1. AS$ unless otherwise noted.

2. Conversion is subject to the satisfaction of the scheduled conversion conditions. If the conversion conditions are not satisfied on the relevant scheduled conversion date, conversion will not occur until the next distribution payment
date on which the scheduled conversion conditions are satisfied.

3. Westpac may elect to redeem the relevant AT1 instrument, subject to APRA’s prior written approval.

4. Every fifth anniversary thereafter is a reset date.

5. Westpac may elect to redeem on 21 September 2027 and every fifth anniversary after the first reset date is a reset date.
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The AT1 instruments convert into Westpac ordinary shares in the following circumstances:

Scheduled Conversion

On the scheduled conversion date, provided certain conversion conditions are satisfied, it is expected that the relevant AT1 instrument’ will be converted and holders will receive a variable
number of Westpac ordinary shares calculated using the formula described in the terms of the relevant AT1 instrument, subject to a maximum conversion number. The conversion number of
Westpac ordinary shares will be calculated using the face value of the relevant AT1 instrument and the Westpac ordinary share price determined over the 20 business day period prior to the
scheduled conversion date, including a 1% discount.

Capital Trigger Event or Non-Viability Trigger Event

Westpac will be required to convert some or all AT1 instruments into a variable number of Westpac ordinary shares upon the occurrence of a capital trigger event or non-viability trigger
event. No conversion conditions apply in these circumstances.

A capital trigger event occurs when Westpac determines, or APRA notifies Westpac in writing that it believes, Westpac’s Common Equity Tier 1 Capital ratio is equal to or less than 5.125%
(on alevel 1 or level 2 basis?).

A non-viability trigger event will occur when APRA notifies Westpac in writing that it believes conversion of all or some AT1 instruments (or conversion, write-off or write-down of relevant
capital instruments of the Westpac Group), or public sector injection of capital (or equivalent support), in each case is necessary because without it, Westpac would become non-viable.

For each AT1 instrument converted, holders will receive a variable number of Westpac ordinary shares calculated using the formula described in the terms of the relevant AT1 instrument,
subject to a maximum conversion number. The conversion number of Westpac ordinary shares is calculated using the face value or outstanding principal amount of the relevant AT1
instrument and the Westpac ordinary share price determined over the 5 business day period prior to the capital trigger event date or non-viability trigger event date and includes a 1%
discount. For each AT1 instrument, the maximum conversion number is set using a Westpac ordinary share price which is broadly equivalent to 20% of the Westpac ordinary share price at
the time of issue.

Following the occurrence of a capital trigger event or non-viability trigger event, if conversion of an AT1 instrument does not occur within five business days, holders’ rights in relation to the
relevant AT1 instrument will be immediately and irrevocably terminated.

Early conversion

Westpac is able to elect to convert®, or may be required to convert’, AT1 instruments early in certain circumstances. The terms of conversion and the conversion conditions are broadly
similar to scheduled conversion, however the share price floor in the maximum conversion number will depend on the conversion event.

Early redemption

Westpac is able to elect to redeem the relevant AT1 instrument on the optional redemption date or for certain taxation or regulatory reasons, subject to APRA’s prior written approval.

Scheduled conversion does not apply to USD AT1 securities.

Level 1 comprises Westpac Banking Corporation and its subsidiary entities that have been approved by APRA as being part of a single ‘Extended Licenced Entity’ for the purpose of measuring capital adequacy. Level 2 is the
consolidation of Westpac Banking Corporation and all its subsidiary entities except those entities specifically excluded by APRA regulations. The head of the Level 2 group is Westpac Banking Corporation.

Excludes USD AT1 securities.
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Tier 2 loan capital

A summary of the key terms and common features of Westpac's Tier 2 instruments are provided below':

Consolidated and
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Parent Entity Optional
$m Interest rate? Maturity date redemption date’® 2020 2019
Subordinated notes
CNY1,250 million subordinated 4.85% p.a. until but excluding 9 February 2020. Thereafter, if not redeemed, a fixed rate per 9 February 2025 9 February 2020 = 260
notes annum equal to the one-year CNH HIBOR reference rate plus 0.8345% p.a.
A$350 million subordinated notes 4.50% p.a. until but excluding 11 March 2022. Thereafter, if not redeemed, a fixed rate per 11 March 2027 11 March 2022 361 362
annum equal to the five-year AUD semi-quarterly mid-swap reference rate plus 1.95% p.a., the
sum of which will be annualised.
S$$325 million subordinated notes 4.00% p.a. until but excluding 12 August 2022. Thereafter, if not redeemed, a fixed rate per 12 August 2027 12 August 2022 347 356
annum equal to the five-year SGD swap offer rate plus 1.54% p.a.
A$175 million subordinated notes 4.80% p.a. until but excluding 14 June 2023. Thereafter, if not redeemed, a fixed rate per annum 14 June 2028 14 June 2023 185 182
equal to the five- year AUD semi-quarterly mid-swap reference rate plus 2.65% p.a., each of
which will be annualised.
US$100 million subordinated notes  Fixed 5.00% p.a. 23 February 2046 n/a 175 161
A$700 million subordinated notes Floating 90 day bank bill rate + 3.10% p.a. 10 March 2026 10 March 2021 700 697
JPY20,000 million subordinated Fixed 1.16% p.a. 19 May 2026 n/a 270 279
notes
JPY10,200 million subordinated Fixed 1.16% p.a. 2 June 2026 n/a 137 142
notes
JPY10,000 million subordinated Fixed 0.76% p.a. 9 June 2026 n/a 134 139
notes
NZ$400 million subordinated notes  4.6950% p.a. until but excluding 1 September 2021. Thereafter, if not redeemed, a fixed rate per 1 September 2026 1 September 2021 376 373
annum equal to the New Zealand 5-year swap rate on 1 September 2021 plus 2.60% p.a.
JPY8,000 million subordinated notes 0.9225% p.a. until but excluding 7 October 2021. Thereafter, if not redeemed, a fixed rate per 7 October 2026 7 October 2021 107 110
annum equal to the five-year JPY mid-swap rate plus 1.0005% p.a.
US$1,500 million subordinated 4.322% p.a. until but excluding 23 November 2026. Thereafter, if not redeemed, a fixed rate per 23 November 2031 23 November 2026 2,320 2,297
notes annum equal to the five-year USD mid-swap rate plus 2.236% p.a.
JPY12,000 million subordinated 0.87% p.a. until but excluding 6 July 2022. Thereafter, if not redeemed, a fixed rate per annum 6 July 2027 6 July 2022 161 166
notes equal to the five-year JPY mid-swap rate plus 0.78% p.a.
JPY13,500 million subordinated 0.868% p.a. until but excluding 6 July 2022. Thereafter, if not redeemed, a fixed rate per annum 6 July 2027 6 July 2022 181 187
notes equal to the five-year JPY mid-swap rate plus 0.778% p.a.
HKD600 million subordinated notes  3.15% p.a. until but excluding 14 July 2022. Thereafter, if not redeemed, a fixed rate per annum 14 July 2027 14 July 2022 111 114
equal to the five-year HKD mid-swap rate plus 1.34% p.a.
A$350 million subordinated notes 4.334% p.a. until but excluding 16 August 2024. Thereafter, if not redeemed, a fixed rate per 16 August 2029 16 August 2024 349 349
annum equal to the five-year AUD semi-quarterly mid-swap reference rate plus 1.83% p.a., each
of which will be annualised.
A$185 million subordinated notes Fixed 5.00% p.a. 24 January 2048 n/a 185 185
A$250 million subordinated notes 90 day bank bill rate + 1.40% p.a. 16 February 2028 16 February 2023 250 250
A$130 million subordinated notes Fixed 5.00% p.a. 2 March 2048 n/a 130 130
A$725 million subordinated notes 90 day bank bill rate + 1.80% p.a. 22 June 2028 22 June 2023 714 724
US$1,000 million subordinated Fixed 4.421% p.a. 24 July 2039 n/a 1,707 1,606
notes
US$1,250 million subordinated 4.110% p.a. until but excluding 24 July 2029. Thereafter, if not redeemed a fixed rate per annum 24 July 2034 24 July 2029 1,970 1,921
notes equal to the five-year USD treasury rate plus 2% p.a.
A$1,000 million subordinated notes ~ Floating 90 day bank bill rate + 1.98% p.a. 27 August 2029 27 August 2024 1,000 991
US$1,500 million subordinated 2.894% p.a. until but excluding 4 February 2025. Thereafter, if not redeemed, a fixed rate per 4 February 2030 4 February 2025 2,220 -
notes annum equal to the five-year USD treasury rate plus 1.35% p.a.
Total subordinated notes 14,090 11,981

1. Excludes subordinated perpetual notes.
2. Interest payments are made periodically as set out in the terms of the subordinated notes.
3 Westpac may elect to redeem the relevant Tier 2 instrument on the optional redemption date or dates, subject to APRA’s prior written approval. If not redeemed on the first optional redemption date, Westpac may elect to redeem

the relevant Tier 2 instrument on any interest payment date after the first optional redemption date (except for US$1,500 million subordinated notes with an optional redemption date in November 2026, US$1,250 million
subordinated notes with an optional redemption date in July 2029 and US$1,500 million subordinated notes with an optional redemption date in February 2025), subject to APRA’s prior written approval.
4. The subordinated notes were redeemed in full on the optional redemption date.




260 WESTPAC GROUP 2020 ANNUAL REPORT

Notes to the financial statements

Common features of subordinated notes
Interest payments are subject to Westpac being solvent at the time of, and immediately following, the interest payment. These subordinated notes contain non-viability loss absorption
requirements.

Non-viability trigger event
Westpac will be required to convert some or all subordinated notes into a variable number of Westpac ordinary shares upon the occurrence of a non-viability trigger event. A non-viability trigger
event will occur on similar terms as described under AT1 loan capital.

For each subordinated note converted, holders will receive a variable number of Westpac ordinary shares calculated using the formula described in the terms of the relevant Tier 2 instrument,
subject to a maximum conversion number. The conversion number of Westpac ordinary shares will be calculated in a manner similar to that described under AT1 loan capital for a non-viability
trigger event. For each Tier 2 instrument, the maximum conversion number is set using a Westpac ordinary share price which is broadly equivalent to 20% of the Westpac ordinary share price at
the time of issue.

Following the occurrence of a non-viability trigger event, if conversion of a Tier 2 instrument does not occur within five business days, holders’ rights in relation to the relevant Tier 2 instrument will
be immediately and irrevocably terminated.

Subordinated perpetual notes

These notes have no final maturity but Westpac can choose to redeem them at par on any interest payment date falling on or after September 1991, subject to APRA approval and certain other
conditions. Interest is cumulative and payable on the notes semi-annually at a rate of 6 month US$ LIBOR plus 0.15% p.a., subject to Westpac being solvent immediately after making the
payment and having paid any dividend on any class of share capital of Westpac within the prior 12 month period.

These notes qualify for transitional treatment as Tier 2 capital of Westpac under APRA’s Basel Ill capital adequacy framework.

The rights of the noteholders and coupon holders are subordinated to the claims of all creditors (including depositors) of Westpac other than creditors whose claims against Westpac rank equally
with, or junior to, these notes.
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Note 20. Derivative financial instruments

Accounting policy

Derivative financial instruments are instruments whose values are derived from the value of an underlying asset, reference rate or index and include forwards, futures, swaps and options.
The Group uses derivative financial instruments for meeting customers’ needs, our asset and liability risk management (ALM) activities, and undertaking market making and positioning
activities.

Trading derivatives

Derivatives which are used in our ALM activities but are not designated into a hedge accounting relationship are considered economic hedges, and are adjusted for cash earnings purposes due
to the accounting mismatch between the fair value of the derivatives and the accounting treatment of the underlying exposure (refer to Note 2 for further details). These derivatives, along with
derivatives used for meeting customers’ needs and undertaking market making and positioning activities, are measured at FVIS and are disclosed as trading derivatives.

Hedging derivatives
Hedging derivatives are those which are used in our ALM activities and have also been designated into one of three hedge accounting relationships: fair value hedge; cash flow hedge; or
hedge of a net investment in a foreign operation. These derivatives are measured at fair value. These hedge designations and the associated accounting treatment are detailed below.

For more details regarding the Group’s ALM activities, refer to Note 21.

Fair value hedges
Fair value hedges are used to hedge the exposure to changes in the fair value of an asset or liability.

Changes in the fair value of derivatives and the hedged asset or liability in fair value hedges are recognised in interest income. The carrying value of the hedged asset or liability is
adjusted for the changes in fair value related to the hedged risk.

If a hedge is discontinued, any fair value adjustments to the carrying value of the asset or liability are amortised to net interest income over the period to maturity. If the asset or liability is
sold, any unamortised adjustment is immediately recognised in net interest income.

Cash flow hedges

Cash flow hedges are used to hedge the exposure to variability of cash flows attributable to an asset, liability or future forecast transaction.

For effective hedges, changes in the fair value of derivatives are recognised in the cash flow hedge reserve through OCI and subsequently recognised in interest income when the cash flows
attributable to the asset or liability that was hedged impact the income statement.

For hedges with some ineffectiveness, the changes in the fair value of the derivatives relating to the ineffective portion are immediately recognised in interest income.

If a hedge is discontinued, any cumulative gain or loss remains in OCI. It is amortised to net interest income over the period which the asset or liability that was hedged also impacts the income
statement.

If a hedge of a forecast transaction is no longer expected to occur, any cumulative gain or loss in OCI is immediately recognised in net interest income.

Net investment hedges

Net investment hedges are used to hedge FX risks arising from a net investment of a foreign operation.

For effective hedges, changes in the fair value of derivatives are recognised in the foreign currency translation reserve through OCI.

For hedges with some ineffectiveness, the changes in the fair value of the derivatives relating to the ineffective portion are immediately recognised in non-interest income.
If a foreign operation is disposed of, any cumulative gain or loss in OCI is immediately recognised in non-interest income.
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Note 20. Derivative financial instruments (continued)

Total derivatives

The carrying values of derivative instruments are set out in the tables below:

Total derivatives

Consolidated 2020 Trading Hedging carrying value
$m Assets Liabilities Assets Liabilities Assets Liabilities
Interest rate contracts’

Forward rate agreements 14 (14) - - 14 (14)

Swap agreements 44,366 (42,724) 5,916 (10,331) 50,282 (53,055)

Options 161 (165) - - 161 (165)
Total interest rate contracts 44,541 (42,903) 5,916 (10,331) 50,457 (53,234)
FX contracts

Spot and forward contracts 5,595 (4,797) 61 (46) 5,656 (4,843)

Cross currency swap agreements (principal and interest) 4,977 (8,872) 1,450 (141) 6,427 (9,013)

Options 383 (200) - - 383 (200)
Total FX contracts 10,955 (13,869) 1,511 (187) 12,466 (14,056)
Credit default swaps

Credit protection bought - (59) - - - (59)

Credit protection sold 57 - - - 57 -
Total credit default swaps 57 (59) - - 57 (59)
Commodity contracts 352 (204) - - 352 (204)
Equities 8 - - - 3 -
Total of gross derivatives 55,908 (57,035) 7,427 (10,518) 63,335 (67,553)
Impact of netting arrangements (34,402) 34,819 (5,566) 9,680 (39,968) 44,499
Total of net derivatives 21,506 (22,216) 1,861 (838) 23,367 (23,054)

Total derivatives

Consolidated 2019 Trading Hedging carrying value
$m Assets Liabilities Assets Liabilities Assets Liabilities
Interest rate contracts’

Forward rate agreements 35 (36) - - 35 (36)

Swap agreements 38,383 (37,051) 4,073 (7,568) 42,456 (44,619)

Options 294 (303) - - 294 (303)
Total interest rate contracts 38,712 (37,390) 4,073 (7,568) 42,785 (44,958)
FX contracts

Spot and forward contracts 6,857 (6,393) 181 3) 7,038 (6,396)

Cross currency swap agreements (principal and interest) 8,934 (12,478) 2,172 (69) 11,106 (12,547)

Options 200 (111) - - 200 (111)
Total FX contracts 15,991 (18,982) 2,353 (72) 18,344 (19,054)
Credit default swaps

Credit protection bought - (88) - - - (88)

Credit protection sold 83 - - - 83 -
Total credit default swaps 83 (88) - - 83 (88)
Commodity contracts 251 (187) - - 251 (187)
Equities 1 ) - - 1 1)
Total of gross derivatives 55,038 (56,648) 6,426 (7,640) 61,464 (64,288)
Impact of netting arrangements (27,968) 28,703 (3,637) 6,489 (31,605) 35,192
Total of net derivatives 27,070 (27,945) 2,789 (1,151) 29,859 (29,096)

1. The fair value of futures contracts is settled daily with the exchange, and therefore have been excluded from this table.
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Total derivatives

Parent Entity 2020 Trading Hedging carrying value
$m Assets Liabilities Assets Liabilities Assets Liabilities
Interest rate contracts’

Forward rate agreements 14 a4) - - 14 a4)

Swap agreements 44,51 (43,08) 5,749 (9,807) 50,260 (52,915)

Options 161 (165) - - 161 (165)
Total interest rate contracts 44,686 (43,287) 5,749 (9,807) 50,435 (53,094)
FX contracts

Spot and forward contracts 5,641 (4,821) 14 a9 5,655 (4,840)

Cross currency swap agreements (principal and interest) 4,977 (8,872) 900 ) 5,877 (8,881)

Options 383 (200) = = 383 (200)
Total FX contracts 11,001 (13,893) 914 (28) 11,915 (13,921)
Credit default swaps

Credit protection bought - (59) - - - (59)

Credit protection sold 57 - - = 57 =
Total credit default swaps 57 (59) - - 57 (59)
Commodity contracts 352 (204) = = 352 (204)
Equities 3 = = = 3 =
Total of gross derivatives 56,099 (57,443) 6,663 (9,835) 62,762 (67,278)
Impact of netting arrangements (34,521) 35,175 (5,447) 9,324 (39,968) 44,499
Total of net derivatives 21,578 (22,268) 1,216 (511) 22,794 (22,779)

Total derivatives

Parent Entity 2019 Trading Hedging carrying value
$m Assets Liabilities Assets Liabilities Assets Liabilities
Interest rate contracts’

Forward rate agreements 35 (36) - - 35 (36)

Swap agreements 38,489 (37,438) 3,955 (7.018) 42,444 (44,456)

Options 294 (303) - - 294 (303)
Total interest rate contracts 38,818 (37,777) 3,955 (7,018) 42,773 (44,795)
FX contracts

Spot and forward contracts 6,987 (6,389) 46 3 7,033 (6,392)

Cross currency swap agreements (principal and interest) 8,934 (12,479 1,613 @®) 10,547 (12,485)

Options 200 am - - 200 am
Total FX contracts 16,121 (18,979) 1,659 ) 17,780 (18,988)
Credit default swaps

Credit protection bought - (88) - - - (88)

Credit protection sold 83 - - - 83 -
Total credit default swaps 83 (88) - - 83 (88)
Commodity contracts 251 a87) - - 251 a87)
Equities 1 m - - 1 m
Total of gross derivatives 55,274 (57,032) 5,614 (7,027) 60,888 (64,059)
Impact of netting arrangements (27,968) 28,703 (3,637) 6,489 (31,605) 35192
Total of net derivatives 27,306 (28,329) 1,977 (538) 29,283 (28,867)

1. The fair value of futures contracts is settled daily with the exchange, and therefore have been excluded from this table.
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Note 20. Derivative financial instruments (continued)

Hedge accounting
The Group designates derivatives into hedge accounting relationships in order to manage the volatility in earnings and capital that would otherwise arise from interest rate and FX risks that may
result from differences in the accounting treatment of derivatives and underlying exposures. These hedge accounting relationships and the risks they are used to hedge are described below.

The Group enters into one-to-one hedge relationships to manage specific exposures where the terms of the hedged item significantly match the terms of the hedging instrument. The Group also
uses dynamic hedge accounting where the hedged items are part of a portfolio of assets and/or liabilities that frequently change. In this hedging strategy, the exposure being hedged and the
hedging instruments may change frequently rather than there being a one-to-one hedge accounting relationship for a specific exposure.

Fair value hedges

Interest rate risk

The Group hedges its interest rate risk to reduce exposure to changes in fair value due to interest rate fluctuations over the hedging period. Interest rate risk arising from fixed rate debt issuances
and fixed rate bonds classified as investment securities at FVOCI is hedged with single currency fixed to floating interest rate derivatives. The Group also hedges its benchmark interest rate risk
from fixed rate foreign currency denominated debt issuances using cross currency swaps. In applying fair value hedge accounting the Group primarily uses one-to-one hedge accounting to
manage specific exposures.

The Group also uses a dynamic hedge accounting strategy for fair value portfolio hedge accounting of some fixed rate mortgages, primarily in New Zealand, to reduce exposure to changes in fair
value due to interest rate fluctuations over the hedging period. These fixed rate mortgages are allocated to time buckets based on their expected repricing dates and the fixed-to-floating interest
rate derivatives are designated accordingly to the capacity in the relevant time buckets.

The Group hedges the benchmark interest rate which generally represents the most significant component of the changes in fair value. The benchmark interest rate is a component of interest rate
risk that is observable in the relevant financial markets, for example, BBSW for AUD interest rates, LIBOR for USD interest rates and BKBM for NZD interest rates. Ineffectiveness may arise from
timing or discounting differences on repricing between the hedged item and the derivative. For the portfolio hedge accounting ineffectiveness also arises from prepayment risk (i.e. the difference
between actual and expected prepayment of loans). In order to manage the ineffectiveness from early repayments and accommodate new originations the portfolio hedges are de-designated and
redesignated periodically.

Cash flow hedges

Interest rate risk

The Group’s exposure to the volatility of interest cash flows from customer deposits and loans is hedged with interest rate derivatives using a dynamic hedge accounting strategy called macro
cash flow hedges. Customer deposits and loans are allocated to time buckets based on their expected repricing dates. The interest rate derivatives are designated accordingly to the gross asset
or gross liability positions for the relevant time buckets. The Group hedges the benchmark interest rate which generally represents the most significant component of the changes in fair value. The
benchmark interest rate is a component of interest rate risk that is observable in the relevant financial markets, for example, BBSW for AUD interest rates, LIBOR for USD interest rates and
BKBM for NZD interest rates. Ineffectiveness may arise from timing or discounting differences on repricing between the hedged item and the interest rate derivative. Ineffectiveness also arises if
the notional values of the interest rate derivatives exceed the capacity for the relevant time buckets. The hedge accounting relationship is reviewed on a monthly basis and the hedging
relationships are de-designated and redesignated if necessary.

FX risk

The Group’s exposure to foreign currency principal and credit margin cash flows from fixed rate foreign currency debt issuances is hedged through the use of cross currency derivatives in a one-
to-one hedging relationship to manage the changes between the foreign currency and AUD. In addition, for floating rate foreign currency debt issuances, the Group hedges from foreign floating to
primarily AUD or NZD floating interest rates. These exposures represent the most significant components of fair value. Ineffectiveness may arise from timing or discounting differences on
repricing between the hedged item and the cross currency derivative.
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Note 20. Derivative financial instruments (continued)
Net investment hedges

FX risk

Structural FX risk results from Westpac’s capital deployed in offshore branches and subsidiaries, where it is denominated in currencies other than Australian dollars. As exchange rates move, the
Australian dollar equivalent of offshore capital is subject to change that could introduce significant variability to the Bank’s reported financial results and capital ratios.

The Group uses FX forward contracts when hedging the currency translation risk arising from net investments in foreign operations. The Group currently applies hedge accounting to its net
investment in New Zealand operations which is the most material offshore operation and therefore the hedged risk is the movement of the NZD against the AUD. Ineffectiveness only arises if the
notional values of the FX forward contracts exceed the net investment in New Zealand operations.

Economic hedges
As part of the Group’s ALM activities, economic hedges may be entered into to hedge New Zealand future earnings and long term funding transactions. These hedges do not qualify for hedge
accounting and the impact on the income statement of these hedges is treated as a cash earnings adjustment. This is due to the accounting mismatch between the fair value accounting of the

derivatives used in the economic hedges when compared to the recognition of the New Zealand future earnings as they are earned and the amortised cost accounting of the borrowing
respectively. Refer to Note 2 for further details.

Interest Rate Benchmark Reform
The Group’s hedging relationships include hedged items and hedging instruments that are impacted by IBOR reform. As described in Note 1, the Group has early adopted AASB 2019-3 which
allows certain exceptions to the standard hedging requirements in respect of hedge relationships that are impacted by this benchmark reform. The table below summarises the exposures

Westpac currently has in hedging relationships maturing after 31 December 2021 which will be impacted by the IBOR reform and the quantum of those risks expressed in AUD equivalent values.
The extent of the risk exposure also reflects the notional amounts of related hedging instruments.

Benchmark Notional hedged exposure

AS$bn Consolidated Parent Entity
US LIBOR 40 40
GBP LIBOR 2 2
CHF LIBOR 2 2

JPY LIBOR 1 1
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Note 20. Derivative financial instruments (continued)
Hedging instruments
The following tables show the carrying value of hedging instruments and a maturity analysis of the notional amounts of the hedging instruments in one-to-one hedge relationships categorised by

the types of hedge relationships and the hedged risk.

Notional amounts

Over
1 year
Consolidated 2020 Within to Over Carrying value
$m Hedging instrument Hedged risk 1 year 5 years 5 years Total Assets Liabilities
One-t hedge
Fair value hedges Interest rate swap Interest rate risk 16,748 60,258 56,979 133,985 4,395 (8,810)
Cross currency swap Interest rate risk 4,668 8,381 1,615 14,664 355 -
Cash flow hedges Cross currency swap FX risk 5,877 9,590 1,615 17,082 1,095 Q41
Net investment hedges Forward contracts FX risk 6,320 - - 6,320 61 (46)
Total one-to-one hedge relationships 33,613 78,229 60,209 172,051 5,906 (8,997)
Macro hedge relationships
Portfolio fair value hedges Interest rate swap Interest rate risk n/a n/a n/a 19,907 - a87)
Macro cash flow hedges Interest rate swap Interest rate risk n/a n/a n/a 174,611 1,521 (1,334)
Total macro hedge relationships nla nla n/a 194,518 1,521 (1,521)
Total of gross hedging derivatives n/a nla nla 366,569 7,427 (10,518)
Impact of netting arrangements n/a n/a n/a n/a (5,566) 9,680
Total of net hedging derivatives n/a n/a n/a n/a 1,861 (838)

Notional amounts

Over
1 year
Consolidated 2019 Within to Over Carrying value
$m Hedging instrument Hedged risk 1 year 5 years 5 years Total Assets Liabilities
One-t hedge K
Fair value hedges Interest rate swap Interest rate risk 16,322 61,707 48,271 126,300 2,548 (5,672)
Cross currency swap Interest rate risk 5,632 12,870 1,708 20,210 584 (69)
Cash flow hedges Cross currency swap FX risk 5,632 15,386 1,708 22,726 1,588 -
Net investment hedges Forward contracts FX risk 8,152 - - 8,152 181 3
Total one-to-one hedge relationships 35,738 89,963 51,687 177,388 4,901 (5,744)
Macro hedge relationships
Portfolio fair value hedges Interest rate swap Interest rate risk n/a n/a n/a 18,813 - a94)
Macro cash flow hedges Interest rate swap Interest rate risk n/a n/a n/a 176,828 1525 1,702)
Total macro hedge relationships nla nla nla 195,641 1,525 (1,896)
Total of gross hedging derivatives n/a n/a nl/a 373,029 6,426 (7,640)
Impact of netting arrangements n/a n/a n/a n/a (3,637) 6,489
Total of net hedging derivatives nl/a nla nla nla 2,789 (1,151)

Notional amounts

Over
1 year
Parent Entity 2020 Within to Over Carrying value
$m Hedging instrument Hedged risk 1year 5years 5 years Total Assets Liabilities
One-t hedge
Fair value hedges Interest rate swap Interest rate risk 16,125 58,628 56,979 131,732 4,390 (8,644)
Cross currency swap Interest rate risk 2,981 4,284 1,286 8,551 252 -
Cash flow hedges Cross currency swap FX risk 2,981 4,284 1,286 8,551 648 9
Net investment hedges Forward contracts FX risk 1,240 - - 1,240 14 a9
Total £ hedge relati i 23,327 67,196 59,551 150,074 5,304 (8,672)
Macro hedge relationships
Portfolio fair value hedges Interest rate swap Interest rate risk n/a n/a n/a - - -
Macro cash flow hedges Interest rate swap Interest rate risk n/a n/a n/a 162,033 1,359 1,163)
Total macro hedge relationships nla nla n/a 162,033 1,359 (1,163)
Total of gross hedging derivatives nla nla nla 312,107 6,663 (9,835)
Impact of netting arrangements n/a n/a n/a n/a (5,447) 9,324

Total of net hedging derivatives nl/a n/a n/a n/a 1,216 (511)




WESTPAC GROUP 2020 ANNUAL REPORT 267

Notes to the financial statements

Note 20. Derivative financial instruments (continued)

Notional amounts

Over
1 year
Parent Entity 2019 Within to Over Carrying value
$m Hedging instrument Hedged risk 1 year 5 years 5 years Total Assets Liabilities
One-t hedge
Fair value hedges Interest rate swap Interest rate risk 14,323 59,842 47,881 122,046 2,535 (5,475)
Cross currency swap Interest rate risk 4,473 7,185 1,384 13,042 441 -
Cash flow hedges Cross currency swap FX risk 4,473 7,185 1,384 13,042 1,172 (6)
Net investment hedges Forward contracts FX risk 2,315 - - 2,315 46 3)
Total £ hedge i ip: 25,584 74,212 50,649 150,445 4,194 (5,484)
Macro hedge relationships
Portfolio fair value hedges Interest rate swap Interest rate risk n/a n/a n/a - - -
Macro cash flow hedges Interest rate swap Interest rate risk n/a n/a n/a 166,978 1,420 (1,543)
Total macro hedge relationships n/a n/a n/a 166,978 1,420 (1,543)
Total of gross hedging derivatives n/a n/a n/a 317,423 5,614 (7,027)
Impact of netting arrangements n/a n/a n/a n/a (3,637) 6,489
Total of net hedging derivatives n/a nla nla nla 1,977 (538)
The following tables show the weighted average FX rate related to significant hedging instruments in one-to-one hedge relationships.
Consolidated Weighted average rate
Hedging instrument Hedged risk Currency pair 2020 2019
Cash flow hedges Cross currency swap FX risk EUR:AUD 0.6687 0.6929
JPY:AUD 81.4507 81.4507
EUR:NZD 0.6160 0.6079
HKD:NZD 4.9670 4.9670
Net investment hedges Forward contracts FX risk NZD:AUD 1.0838 1.0545
Parent Entity Weighted average rate
Hedging instrument Hedged risk Currency pair 2020 2019
Cash flow hedges Cross currency swap FX risk EUR:AUD 0.6687 0.6929
JPY:AUD 81.4507 81.4507
CNH:AUD 4.9492 4.9328

Net investment hedges Forward contracts FX risk NZD:AUD 1.0904 1.0546
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Note 20. Derivative financial instruments (continued)

Impact of hedge accounting in the balance sheets and reserves

The following tables show the carrying amount of hedged items in a fair value hedge relationship and the component of the carrying amount related to accumulated fair value hedge accounting
adjustments (FVHA).

2020 2019
FVHA FVHA
Consolidated Carrying amount of included in carrying Carrying amount of included in carrying
$m hedged item amount hedged item amount
Interest rate risk
Investment securities 68,862 3,285 53,273 2,815
Loans 20,290 140 19,235 133
Debt issues and loan capital (96,605) (4,559) (100,909) (2,818)
2020 2019
FVHA FVHA
Parent Entity Carrying amount of included in carrying Carrying amount of included in carrying
$m hedged item amount hedged item amount
Interest rate risk
Investment securities 66,529 3,175 49,132 2,704
Loans 251 ) 421 5
Debt issues and loan capital (90,287) (4,440) (93,296) (2,661)
There were no (2019: nil) FVHA included in the above carrying amounts relating to hedged items that have ceased to be adjusted for hedging gains and losses.
The pre-tax impact of cash flow and net investment hedges on reserves is detailed below:
2020 2019
Consolidated Interest FX Interest FX
$m rate risk risk Total rate risk risk Total
Cash flow hedge reserve
Balance as at beginning of year (99) (83) (182) 87) (89) (176)
Net gains/(losses) from changes in fair value (1) (94) (95) (158) (45) (203)
Transferred to interest income 173 45 218 146 51 197
Balance as at end of year 73 (132) (59) (99) (83) (182)
2020 2019
Parent Entity Interest Foreign Interest FX
$m rate risk exchange risk Total rate risk risk Total
Cash flow hedge reserve
Balance as at beginning of year (70) (22) (92) (42) (57) (99)
Net gains/(losses) from changes in fair value 16 (44) (28) (130) 9 (121)
Transferred to interest income 137 13 150 102 26 128
Balance as at end of year 83 (53) 30 (70) (22) (92)

There were $43 million (2019: nil) balances remaining in the cash flow hedge reserve relating to hedge relationships for which hedge accounting is no longer applied.

As disclosed in Note 28, the net gains from changes in the fair value of net investment hedges were $9 million (2019: net losses $129 million) for the Group and $17 million (2019: net losses $52
million) for the Parent Entity. Included in the foreign currency translation reserve is a loss of $210 million (2019: $210 million) for the Group and $214 million (2019: $214 million) for the Parent
Entity relating to discontinued hedges of our net investment in USD operations. This would only be transferred to the income statement on disposal of the related USD operations.
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Hedge effectiveness
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Hedge effectiveness is tested prospectively at inception and during the lifetime of hedge relationships. For one-to- one hedge relationships this testing uses a qualitative assessment of matched
terms where the critical terms of the derivatives used as the hedging instrument match the terms of the hedged item. In addition, a quantitative effectiveness test is performed for all hedges which

could include regression analysis, dollar offset and/or sensitivity analysis.

Retrospective testing is also performed to determine whether the hedge relationship remains highly effective so that hedge accounting can continue to be applied and also to determine any

ineffectiveness. These tests are performed using regression analysis and the dollar offset method.

The following tables provide information regarding the determination of hedge effectiveness:

Change in
fair value Change in
of hedging value of the Hedge
instrument hedged item Hedge ineffectiveness
used for used for it i in
Consolidated 2020 calculating il in inte t
$m Hedging instrument Hedged risk i interest income income
Fair value hedges Interest rate swap Interest rate risk 1,403 (1,372) il n/a
Cross currency swap Interest rate risk (110) 108 2) n/a
Cash flow hedges Interest rate swap Interest rate risk 230 (172) 58 n/a
Cross currency swap FX risk (49) 49 - n/a
Net investment hedges Forward contracts FX risk 9 9) n/a -
Total 1,483 (1,396) 87 -
Change in
fair value Change in
of hedging value of the Hedge
instrument hedged item Hedge ineffectiveness
used for used for i in
Consolidated 2019 calculating il in int t
$m Hedging instrument Hedged risk i interest income income
Fair value hedges Interest rate swap Interest rate risk 1,632 (1,512) 20 n/a
Cross currency swap Interest rate risk 192 (190) 2 n/a
Cash flow hedges Interest rate swap Interest rate risk (6) 12 6 n/a
Cross currency swap FXrisk 6 (6) - n/a
Net investment hedges Forward contracts FXrisk (129) 129 n/a -
Total 1,595 (1,567) 28 -
Change in
fair value Change in
of hedging value of the Hedge
instrument hedged item Hedge ineffectiveness
used for used for i i in
Parent Entity 2020 calculating il in int t
$m Hedging instrument Hedged risk i interest income income
Fair value hedges Interest rate swap Interest rate risk 1,408 (1,377) il n/a
Cross currency swap Interest rate risk (73) 72 1) n/a
Cash flow hedges Interest rate swap Interest rate risk 200 (153) 47 n/a
Cross currency swap FX risk (31) il - n/a
Net investment hedges Forward contracts FX risk 17 17) n/a -
Total 1,521 (1,444) 7 -
Change in
fair value Change in
of hedging value of the Hedge
instrument hedged item Hedge ineffectiveness
used for used for i i in
Parent Entity 2019 calculating { in inte t
$m Hedging instrument Hedged risk i interest income income
Fair value hedges Interest rate swap Interest rate risk 1,684 (1,664) 20 n/a
Cross currency swap Interest rate risk 56 (57) 1) n/a
Cash flow hedges Interest rate swap Interest rate risk (21) 28 7 n/a
Cross currency swap FX risk 35 (35) - n/a
Net investment hedges Forward contracts FX risk (52) 52 n/a -
Total 1,702 (1,676) 26 -
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Note 21. Financial risk

Financial instruments are fundamental to the Group’s business of providing banking and financial services. The associated financial risks (including credit risk, funding and liquidity risk and market
risk) are a significant proportion of the total risks faced by the Group.
This note details the financial risk management policies, practices and quantitative information of the Group’s principal financial risk exposures.

Note

Principal financial risks Note name number
Overview Risk management frameworks 211
Credit risk Credit risk ratings system 21.21
The risk of financial loss where a customer or counterparty fails to meet their Credit risk mitigation, collateral and other credit enhancements 21.2.2
financial obligations. Credit risk concentrations 21.2.3
Credit quality of financial assets 21.24

Non-performing loans and credit commitments 21.25

Collateral held 21.2.6

Funding and liquidity risk Liquidity modelling 21.31
The risk that Westpac cannot meet its payment obligations or that it does not have Sources of funding 21.3.2
;h:szgpropriate amount, tenor and composition of funding and liquidity to support its Assets pledged as collateral 2133
Contractual maturity of financial liabilities 21.34

Expected maturity 21.3.5

Market risk Value-at-Risk (VaR) 21.41
The risk of an adverse impact on earnings resulting from changes in market factors, Traded market risk 21.4.2
such as foreign exchange rates, interest rates, commodity prices or equity price. Non-traded market risk 21.4.3

211 Risk management frameworks

The Board is responsible for approving the Westpac Group Risk Management Framework, Westpac Group Risk Management Strategy and Westpac Group Risk Appetite Statement and for

monitoring the effectiveness of risk management by the Westpac Group. The Board has delegated to the Board Risk Committee (BRiskC) responsibility to:
« review and recommend the Westpac Group Risk Management Framework, Westpac Group Risk Management Strategy and Westpac Group Risk Appetite Statement to the Board

for approval;

+ review and monitor the risk profile and controls of the Group consistent with Westpac Group’s Risk Appetite Statement;

« approve frameworks, policies and processes for managing risk (consistent with the Westpac Group Risk Management Strategy and Westpac Group Risk Appetite Statement); and

+ review and, where appropriate, approve risks beyond the approval discretion provided to management.
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Note 21. Financial risk (continued)

For each of its primary financial risks, the Group maintains risk management frameworks and a number of supporting policies that define roles and responsibilities, acceptable practices, limits and
key controls:

Risk Risk management framework and controls
Credit risk »  The Credit Risk Management Framework describes the principles, methodologies, systems, roles and responsibilities, reports and key controls for managing credit risk.

+  The BRiskC, Westpac Group Executive Risk Committee (RISKCO) and Westpac Group Credit Risk Committee (CREDCO) monitor the risk profile, performance and
management of the Group’s credit portfolio and the development and review of key credit risk policies.

+  The Credit Risk Rating System Policy describes the credit risk rating system philosophy, design, key features and uses of rating outcomes.
. All models materially impacting the risk rating process are periodically reviewed in accordance with Westpac’s model risk policies.
*  Anannual review is performed of the Credit Risk Rating System by the BRiskC and CREDCO.

«  Specific credit risk estimates (including PD, LGD and EAD levels) are overseen, reviewed annually and supported by the Credit Risk Estimates Committee (a
subcommittee of CREDCO) prior to approval under delegated authority from the Chief Risk Officer.

. In determining the provision for ECL, the macroeconomic variables and the probability weightings of the forward-looking scenarios as well as any adjustments made to
the modelled outcomes are subject to the approval of the Group Chief Financial Officer and the Chief Risk Officer with oversight from the Board of Directors (and its
Committees).

. Policies for the delegation of credit approval authorities and formal limits for the extension of credit are established throughout the Group.

*  Credit manuals are established throughout the Group including policies governing the origination, evaluation, approval, documentation, settlement and ongoing
management of credit risks.

«  Climate change related credit risks are considered in line with our Climate Change Position Statement (CCPS). The CCPS outlines enhanced lending standards for the
thermal coal, mining and energy sectors. These lending parameters have been included in the Group’s risk framework and, where appropriate, are applied at the
portfolio, customer and transaction level.

+  The Climate Change Risk Committee oversees work to identify and manage the potential impact on credit exposures from climate change-related transition and physical
risks across the Group and reports to CREDCO.

+  The Group’s Environmental, Social and Governance (ESG) Credit Risk Policy details the Group’s overall approach to managing ESG risks in the credit risk process for
applicable transactions

»  Sector policies guide credit extension where industry-specific guidelines are considered necessary (e.g. acceptable financial ratios or permitted collateral).

»  The Related Entity Risk Management Framework and supporting policies govern credit exposures to related entities, to minimise the spread of credit risk between Group
entities and to comply with prudential requirements prescribed by APRA.
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Note 21. Financial risk (continued)

Risk Risk management framework and controls
Funding and . Funding and liquidity risk is measured and managed in accordance with the policies and processes defined in the Board-approved Liquidity Risk Management
liquidity risk Framework which is part of the Westpac Board-approved Risk Management Strategy.

Responsibility for managing Westpac's liquidity and funding positions in accordance with the Liquidity Risk Management Framework is delegated to Treasury, under the
oversight of Group ALCO and Treasury Risk.

Westpac's Liquidity Risk Management Framework sets out Westpac'’s funding and liquidity risk appetite, roles and responsibilities of key people managing funding and
liquidity risk within Westpac, risk reporting and control processes and limits and targets used to manage Westpac’s balance sheet.

Treasury undertakes an annual funding review that outlines Westpac’s balance sheet funding strategy over a three year period. This review encompasses trends in
global markets, peer analysis, wholesale funding capacity, expected funding requirements and a funding risk analysis. This strategy is continuously reviewed to take
account of changing market conditions, investor sentiment and estimations of asset and liability growth rates.

Westpac monitors the composition and stability of its funding so that it remains within Westpac’s funding risk appetite. This includes compliance with both the Liquidity
Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR).

Westpac holds a portfolio of liquid assets for several purposes, including as a buffer against unforeseen funding requirements. The level of liquid assets held takes into
account the liquidity requirements of Westpac’s balance sheet under normal and stress conditions.

Treasury maintains a contingent funding plan that outlines the steps that should be taken by Westpac in the event of an emerging ‘funding crisis’. The plan is aligned with
Westpac’s broader Liquidity Crisis Management Policy which is approved annually by the Board.

Daily liquidity risk reports are reviewed by the Group’s Treasury and Treasury Risk teams. Liquidity reports are presented to Group ALCO monthly and to the Board
quarterly.
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Note 21. Financial risk (continued)

Risk Risk management framework and controls

Market risk .

The Market Risk Framework describes the Group’s approach to managing traded and non-traded market risk.

Traded market risk includes interest rate, FX, commaodity, equity price, credit spread and volatility risks. Non-traded market risk includes interest rate and credit spread
risks.

Market risk is managed using VaR limits, Net interest income at risk (NaR) and structural risk limits (including credit spread and interest rate basis point value limits) as
well as scenario analysis and stress testing.

The BRiskC approves the risk appetite for traded and non-traded risks through the use of VaR, NaR and specific structural risk limits. This includes separate VaR sub-
limits for the trading activities of Financial Markets and Treasury and for non-traded ALM activities.

Market risk limits are assigned to business management based upon the Bank’s risk appetite and business strategies in addition to the consideration of market liquidity
and concentration.

Market risk positions are managed by the trading desks and ALM unit consistent with their delegated authorities and the nature and scale of the market risks involved.
Daily monitoring of current exposure and limit utilisation is conducted independently by the Market Risk and Treasury Risk units, which monitor market risk exposures
against VaR and structural risk limits. Daily VaR position reports are produced by risk type, by product lines and by geographic region. Quarterly reports are produced for
the Westpac Group Market Risk Committee (MARCO), RISKCO and the BRiskC.

Daily stress testing and backtesting of VaR results are performed to support model integrity and to analyse extreme or unexpected movements. A review of the potential
profit and loss outcomes is also undertaken to monitor any skew created by the historical data. MARCO has ratified an approved escalation framework.

The BRiskC has approved a framework for profit or loss escalation which considers both single day and 20 day cumulative results.

Treasury’s ALM unit is responsible for managing the non-traded interest rate risk including risk mitigation through hedging using derivatives. This is overseen by the
Treasury Risk unit and reviewed by Banking Book Risk Committee (BBRC), MARCO, RISKCO and BRiskC.

21.2  Credit Risk

21.21 Credit risk ratings system
The principal objective of the credit risk rating system is to reliably assess the credit risk to which the Group is exposed. The Group has two main approaches to this assessment.

Transaction-managed customers

Transaction managed customers are generally customers with business lending exposures. They are individually assigned a Customer Risk Grade (CRG), corresponding to their expected PD.
Each facility is assigned an LGD. The Group’s risk rating system has a tiered scale of risk grades for both non-defaulted customers and defaulted customers. Non-defaulted CRGs are mapped to
Moody’s and S&P Global Ratings (S&P) external senior ranking unsecured ratings.

The table below shows Westpac'’s high level CRGs for transaction-managed portfolios mapped to the Group’s credit quality disclosure categories and to their corresponding external rating.

Transaction-managed

Financial statement disclosure Westpac CRG Moody’s Rating S&P Rating
Strong A Aaa - Aa3 AAA — AA—

B A1-A3 A+ — A-

C Baa1-Baa3 BBB+ — BBB-
Good/satisfactory D Ba1-B1 BB+ - B+

Westpac Rating

Weak E Watchlist

F Special Mention
Weak/default/non-performing G Substandard/Default

H Default
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Note 21. Financial risk (continued)

Program-managed portfolio

The program-managed portfolio generally includes retail products including mortgages, personal lending (including credit cards) as well as SME lending. These customers are grouped into pools
of similar risk. Pools are created by analysing similar risk characteristics that have historically predicted that an account is likely to go into default. Customers grouped according to these
predictive characteristics are assigned a PD and LGD relative to their pool. The credit quality of these pools is based on a combination of behavioural factors, delinquency trends, PD estimates
and loan to valuation ratio (housing loans only).

21.2.2 Credit risk mitigation, collateral and other credit enhancements
Westpac uses a variety of techniques to reduce the credit risk arising from its lending activities. This includes the Group establishing that it has direct, irrevocable and unconditional recourse to
collateral and other credit enhancements through obtaining legally enforceable documentation.

Collateral
The table below describes the nature of collateral or security held for each relevant class of financial asset:

Loans — housing and Housing loans are secured by a mortgage over property and additional security may take the form of guarantees and deposits.

personal' Personal lending (including credit cards and overdrafts) is predominantly unsecured. Where security is taken, it is restricted to eligible motor vehicles, caravans,
campers, motor homes and boats. Personal lending also includes margin lending which is secured primarily by shares or managed funds.

Loans — business’ Business loans may be secured, partially secured or unsecured. Security is typically taken by way of a mortgage over property and/or a general security

agreement over business assets or other assets.
Other security such as guarantees, standby letters of credit or derivative protection may also be taken as collateral, if appropriate.

Trading securities, These exposures are carried at fair value which reflects the credit risk.
financial assets measured £ trading securities, no collateral is sought directly from the issuer or counterparty; however this may be implicit in the terms of the instrument (such as an
at FVIS and derivatives asset-backed security). The terms of debt securities may include collateralisation.

For derivatives, master netting agreements are typically used to enable the effects of derivative assets and liabilities with the same counterparty to be offset when
measuring these exposures. Additionally, collateralisation agreements are also typically entered into with major institutional counterparties to avoid the potential
build-up of excessive mark-to-market positions. Derivative transactions are increasingly being cleared through central clearers.

1. This includes collateral held in relation to associated credit commitments.
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Management of risk mitigation
The Group mitigates credit risk through controls covering:

Collateral
and valuation
management

Other credit
enhancements

Offsetting

Central clearing

The estimated realisable value of collateral held in support of loans is based on a combination of:

« formal valuations currently held for such collateral; and

+ management’s assessment of the estimated realisable value of all collateral held.

This analysis also takes into consideration any other relevant knowledge available to management at the time. Updated valuations are obtained when appropriate.

The Group revalues collateral related to financial markets positions on a daily basis and has formal processes in place to promptly call for collateral top-ups, if
required. These processes include margining for non-centrally cleared customer derivatives as regulated by Australian Prudential Standard CPS226. The
collateralisation arrangements are documented via the Credit Support Annex of the ISDA dealing agreements and Global Master Repurchase Agreements (GMRA)
for repurchase transactions.

In relation to financial markets positions, Westpac only recognises collateral which is:

« cash, primarily in Australian dollars (AUD), New Zealand dollars (NZD), US dollars (USD), Canadian dollars (CAD), British pounds (GBP) or European Union
euro (EUR);

+ bonds issued by Australian Commonwealth, State and Territory governments or their Public Sector Enterprises, provided these attract a zero risk-weighting
under Australian Prudential Standard (APS) 112;

« securities issued by other sovereign governments and supranationals as approved by an authorised credit officer; or
« protection bought via credit-linked notes (provided the proceeds are invested in cash or other eligible collateral).

The Group only recognises guarantees, standby letters of credit, or credit derivative protection from the following entities (provided they are not related to the entity
with which Westpac has a credit exposure):

« Sovereign;

« Australia and New Zealand public sector;

« ADIs and overseas banks with a minimum risk grade equivalent of A3 / A—; and

« Others with a minimum risk grade equivalent of A3 / A—.

Credit Portfolio Management (CPM) manages the Group’s corporate, sovereign and bank credit portfolios through monitoring the exposure and any offsetting
hedge positions.

CPM purchases credit protection from entities meeting the criteria above and sells credit protection to diversify the Group’s credit risk.

Creditworthy customers domiciled in Australia and New Zealand may enter into formal agreements with the Group, permitting the Group to set-off gross credit and
debit balances in their nominated accounts. Cross-border set-offs are not permitted.

Close-out netting is undertaken with counterparties with whom the Group has entered into a legally enforceable master netting agreement for their off-balance
sheet financial market transactions in the event of default.
Further details of offsetting are provided in Note 23.

The Group executes derivative transactions through central clearing counterparties. Central clearing counterparties mitigate risk through stringent membership
requirements, the collection of margin against all trades placed, the default fund, and an explicitly defined order of priority of payments in the event of default.
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21.2.3 Credit risk concentrations

Credit risk is concentrated when a number of counterparties are engaged in similar activities, have similar economic characteristics and thus may be similarly affected by changes in economic or
other conditions.

The Group monitors its credit portfolio to manage risk concentrations and rebalance the portfolio.

Individual customers or groups of related customers

The Group has large exposure limits governing the aggregate size of credit exposure normally acceptable to individual customers and groups of related customers. These limits are tiered by
customer risk grade.

Specific industries

Exposures to businesses, governments and other financial institutions are classified into a number of industry clusters based on related Australian and New Zealand Standard Industrial
Classification (ANZSIC) codes and are monitored against the Group’s industry risk appetite limits.

Individual countries

The Group has limits governing risks related to individual countries, such as political situations, government policies and economic conditions that may adversely affect either a customer’s ability
to meet its obligations to the Group, or the Group’s ability to realise its assets in a particular country.

Maximum exposure to credit risk

The maximum exposure to credit risk (excluding collateral received) is represented by the carrying amount of on-balance sheet financial assets (which comprise cash and balances with central
banks, collateral paid, trading securities and financial assets measured at FVIS, derivative financial instruments, investment securities, loans, and other financial assets) and undrawn credit
commitments.

The following tables set out the credit risk concentrations to which the Group and the Parent Entity are exposed for on-balance sheet financial assets and for undrawn credit commitments.
Life insurance assets are excluded as primarily the credit risk is passed on to the policyholder and backed by the policyholder liabilities.

The balances for trading securities and financial assets measured at FVIS and investment securities exclude equity securities as the primary financial risk is not credit risk.

The credit concentrations for each significant class of financial asset are:

Trading securities and *  64% (2019: 45%) were issued by financial institutions for the Group; 67% (2019: 44%) for the Parent Entity.

financial assets measured *  33% (2019: 51%) were issued by government or semi-government authorities for the Group; 31% (2019: 52%) for the Parent Entity.
atFVIS (Note 10) . 79% (2019: 71%) were held in Australia by the Group; 84% (2019: 75%) by the Parent Entity.
)
)

Investment securities (Note = 18% (2019: 24%) were issued by financial institutions for the Group; 18% (2019: 25%) for the Parent Entity.

11) *  82% (2019: 75%) were issued by government or semi-government authorities for the Group; 82% (2019: 75%) for the Parent Entity.
* 92% (2019: 90%) were held in Australia by the Group; 98% (2019: 97%) by the Parent Entity.

Loans (Note 12) »  Note 12 provides a detailed breakdown of loans by industry and geographic classification.

Derivative financial *  68% (2019: 72%) were issued by financial institutions for both the Group and Parent Entity.

instruments (Note 20) +  76% (2019: 78%) were held in Australia by the Group; 78% (2019: 80%) by the Parent Entity.
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2020 2019
Total on Undrawn Total on Undrawn
Consolidated balance credit balance credit
$m sheet commitments Total sheet commitments Total
Australia
Accommodation, cafes and restaurants 7,956 1,225 9,181 8,061 1,070 9,131
Agriculture, forestry and fishing 10,159 2,219 12,378 9,250 2,014 11,264
Construction 6,726 3,643 10,369 7,229 3,340 10,569
Finance and insurance 81,502 8,954 90,456 73,052 7,316 80,368
Government, administration and defence 80,182 1,588 81,770 63,582 1,766 65,348
Manufacturing 9,248 6,477 15,725 10,504 5,850 16,354
Mining 3,402 3,735 7,137 3,325 3,802 7,127
Property 45,139 10,869 56,008 45,467 10,119 55,586
Property services and business services 12,712 7,019 19,731 14,191 5,898 20,089
Services 11,922 7,595 19,517 12,340 6,523 18,863
Trade 13,633 10,171 23,804 16,593 7,677 24,270
Transport and storage 9,392 5,136 14,528 9,529 5,114 14,643
Utilities 6,368 4,918 11,286 5,567 4,487 10,054
Retail lending 454,986 84,454 539,440 467,206 84,057 551,263
Other 6,867 2,491 9,358 6,668 2,740 9,408
Total Australia 760,194 160,494 920,688 752,564 151,773 904,337
New Zealand
Accommodation, cafes and restaurants 389 51 440 356 36 392
Agriculture, forestry and fishing 9,158 632 9,790 8,631 607 9,238
Construction 517 429 946 503 350 853
Finance and insurance 12,701 1,782 14,483 11,685 1,507 13,192
Government, administration and defence 7,833 865 8,698 6,667 856 7,523
Manufacturing 1,804 1,782 3,586 2,079 1,758 3,837
Mining 208 97 305 289 29 318
Property 7,433 977 8,410 6,977 1,120 8,097
Property services and business services 1,033 712 1,745 1,300 557 1,857
Services 2,168 853 3,021 2,023 577 2,600
Trade 2,025 1,510 3,535 2,441 1,259 3,700
Transport and storage 1,249 871 2,120 1,209 755 1,964
Utilities 1,809 1,681 3,490 1,938 1,447 3,385
Retail lending 52,645 12,596 65,241 49,542 12,056 61,598
Other 204 182 386 151 161 312
Total New Zealand 101,176 25,020 126,196 95,791 23,075 118,866
Other overseas
Accommodation, cafes and restaurants 118 10 128 109 11 120
Agriculture, forestry and fishing 124 5 129 150 3 153
Construction 51 118 169 55 127 182
Finance and insurance 19,194 2,243 21,437 17,712 3,093 20,805
Government, administration and defence 4,787 18 4,805 5,646 23 5,669
Manufacturing 1,908 3,443 5,351 3,830 5,329 9,159
Mining 352 1,194 1,546 500 1,872 2,372
Property 416 27 443 493 29 522
Property services and business services 1,652 790 2,442 1,766 863 2,629
Services 218 698 916 244 637 881
Trade 1,555 1,931 3,486 2,318 2,859 5,177
Transport and storage 755 276 1,031 999 652 1,651
Utilities 952 615 1,567 1,088 931 2,019
Retail lending 459 32 491 864 37 901
Other 129 27 156 171 26 197
Total other overseas 32,670 11,427 44,097 35,945 16,492 52,437
Total gross credit risk 894,040 196,941 1,090,981 884,300 191,340 1,075,640
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2020 2019
Total on Undrawn Total on Undrawn
Parent Entity balance credit balance credit
$m sheet commitments Total sheet commitments Total
Australia
Accommodation, cafes and restaurants 7,880 1,225 9,105 7,989 1,070 9,059
Agriculture, forestry and fishing 10,101 2,219 12,320 9,191 2,014 11,205
Construction 6,213 3,643 9,856 6,853 3,340 10,193
Finance and insurance' 244,758 8,954 253,712 200,863 7316 208,179
Government, administration and defence 80,166 1,588 81,754 63,599 1,766 65,365
Manufacturing 9,037 6,477 15,514 10,322 5,850 16,172
Mining 3,381 3,735 7,116 3,304 3,802 7,106
Property 45,139 10,868 56,007 45,405 10,119 55,524
Property services and business services 11,992 7,019 19,011 13,348 5,898 19,246
Services 11,581 7,595 19,176 12,094 6,523 18,617
Trade 13,425 10,171 23,596 16,408 7,677 24,085
Transport and storage 9,044 5,136 14,180 9,221 5,114 14,335
Utilities 6,342 4,918 11,260 5,542 4,487 10,029
Retail lending 454,808 84,437 539,245 466,188 84,057 550,245
Other 5,731 2,489 8,220 5,684 2,740 8,424
Total Australia’ 919,598 160,474 1,080,072 876,011 151,773 1,027,784
New Zealand
Accommodation, cafes and restaurants - 1 1 - - -
Agriculture, forestry and fishing 48 4 52 67 7 74
Construction 1 35 46 17 16 33
Finance and insurance' 8,173 135 8,308 9,501 116 9,617
Government, administration and defence 1,743 8 1,751 2,196 8 2,204
Manufacturing 184 51 235 259 69 328
Mining () - () 1 - 11
Property 102 - 102 117 3 120
Property services and business services 88 16 104 123 18 141
Services 46 - 46 46 1 47
Trade 337 157 494 392 170 562
Transport and storage 76 67 143 76 64 140
Utilities 492 83 Lk 507 73 580
Retail lending - 1 1 - 13 13
Other 2 = 2 37 1 38
Total New Zealand' 11,307 558 11,865 13,349 559 13,908
Other overseas
Accommodation, cafes and restaurants 81 10 91 67 10 77
Agriculture, forestry and fishing 114 1 115 130 1 131
Construction 46 114 160 47 125 172
Finance and insurance’ 20,585 2,217 22,802 19,380 3,067 22,447
Government, administration and defence 3,902 18 3,920 4,815 23 4,838
Manufacturing 1,905 3,384 5,289 3,822 5,269 9,091
Mining 330 1,134 1,464 497 1,869 2,366
Property 209 10 219 227 13 240
Property services and business services 1,585 786 2,371 1,683 862 2,545
Services 196 695 891 216 634 850
Trade 1,417 1,754 3,171 2,140 2,688 4,828
Transport and storage 665 268 933 888 643 1,531
Utilities 896 511 1,407 1,038 905 1,943
Retail lending 359 31 390 588 32 620
Other 118 14 132 133 14 147
Total other overseas’ 32,408 10,947 43,355 35,671 16,155 51,826
Total gross credit risk 963,313 171,979 1,135,292 925,031 168,487 1,093,518

1. The Parent Entity’s 2019 ‘Total on balance sheet' and ‘Total’ amounts for Finance and Insurance have been restated for Australia, New Zealand and Other overseas locations to appropriately reflect intracompany eliminations. These
restatements did not have any impact on total gross credit risk exposures.
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21.2.4 Credit quality of financial assets

Credit quality disclosures
The following tables show the credit quality of gross credit risk exposures measured at amortised cost or at FVOCI to which the impairment requirements of AASB 9 apply. The credit quality is
determined by reference to the credit risk ratings system (refer Note 21.2.1) and expectations of future economic conditions under multiple scenarios:

Consolidated 2020 2019
$m Stage 1 Stage 2 Stage 3 Total' Stage 1 Stage 2 Stage 3 Total'

Loans - housing

Strong 382,892 6,629 - 389,521 382,119 743 - 382,862

Good/satisfactory 62,324 20,603 - 82,927 84,071 11,326 - 95,397

Weak 4,122 8,258 7,643 20,023 4,201 10,715 4,367 19,283
Total loans - housing 449,338 35,490 7,643 492,471 470,391 22,784 4,367 497,542
Loans - personal

Strong 4,768 146 - 4,914 5,694 2 - 5,696

Good/satisfactory 10,607 1,615 - 12,122 14,538 955 - 15,493

Weak 404 631 381 1,416 573 831 380 1,784
Total loans - personal 15,779 2,292 381 18,452 20,805 1,788 380 22,973

Loans - business?

Strong 65,091 2,063 - 67,154 75,758 232 - 75,990

Good/satisfactory 94,046 16,091 - 110,137 109,541 4,581 - 114,122

Weak 180 7,200 3,067 10,447 439 5,342 1,970 7,751
Total loans - business 159,317 25,354 3,067 187,738 185,738 10,155 1,970 197,863
Debt securities

Strong 90,461 365 - 90,826 72,813 - - 72,813

Good/satisfactory - - - - 463 - - 463

Weak - 587 - 587 - - - -
Total debt securities® 90,461 952 - 91,413 73,276 - - 73,276
All other financial assets

Strong 39,871 - - 39,871 30,623 - - 30,623

Good/satisfactory 470 - - 470 685 - - 685

Weak 40 o o 40 48 - - 48
Total all other financial assets 40,381 - - 40,381 31,356 - - 31,356
Undrawn credit commitments

Strong 149,778 2,384 - 152,162 148,525 328 - 148,853

Good/satisfactory 38,121 4,713 - 42,834 39,782 1,294 - 41,076

Weak 117 1,608 220 1,945 142 1,135 134 1,411
Total undrawn credit commitments 188,016 8,705 220 196,941 188,449 2,757 134 191,340
Total strong 732,861 11,687 - 744,448 715,532 1,305 - 716,837
Total good/satisfactory 205,568 42,922 - 248,490 249,080 18,156 - 267,236
Total weak 4,863 18,284 11,311 34,458 5,403 18,023 6,851 30,277
Total on and off-balance sheet 943,292 72,793 11,311 1,027,396 970,015 37,484 6,851 1,014,350

Details of collateral held in support of these balances are provided in Note 21.2.6.

1. This credit quality disclosure differs to that of credit risk concentration as it relates only to financial assets measured at amortised cost or at FVOCI and therefore excludes trading securities and financial assets measured at FVIS,
and derivative financial instruments.

2. Included in strong in 2019 was a $131 million exposure that is covered by a highly rated guarantee, which if it were not considered, the exposure would be classified as weak.
3. Debt securities include $1,011 million (2019: $829 million) at amortised cost. $424 million (2019: $366 million) of these are classified as strong, and the rest are classified as weak.
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Parent Entity 2020 2019
$m Stage 1 Stage 2 Stage 3 Total' Stage 1 Stage 2 Stage 3 Total'
Loans - housing

Strong 345,662 5,805 - 351,467 361,727 536 - 362,263

Good/satisfactory 54,065 19,001 - 73,066 58,599 10,623 - 69,222

Weak 3,066 6,467 7,195 16,728 3,735 10,244 4,076 18,055
Total loans - housing 402,793 31,273 7,195 441,261 424,061 21,403 4,076 449,540
Loans - personal

Strong 4,292 135 - 4,427 5,106 1 - 5,107

Good/satisfactory 10,071 1,376 - 11,447 13,381 931 - 14,312

Weak 294 449 329 1,072 427 680 334 1,441
Total loans - personal 14,657 1,960 329 16,946 18,914 1,612 334 20,860
Loans - business?

Strong 53,321 1,761 - 55,082 64,041 123 - 64,164

Good/satisfactory 77,330 13,275 - 90,605 90,937 3,455 - 94,392

Weak 135 5,899 2,589 8,623 362 3,997 1,724 6,083
Total loans - business 130,786 20,935 2,589 154,310 155,340 7,575 1,724 164,639
Debt securities

Strong 85,434 324 - 85,758 68,309 - - 68,309

Good/satisfactory - - - - 23 - - 23

Weak - - - - - - - -
Total debt securities® 85,434 324 - 85,758 68,332 - - 68,332
All other financial assets

Strong 204,239 - - 204,239 162,339 - - 162,339

Good/satisfactory 354 - - 354 496 - - 496

Weak 31 - - 31 41 - - 41
Total all other financial assets 204,624 - - 204,624 162,876 - - 162,876
Undrawn credit commitments

Strong 130,494 2,111 - 132,605 132,776 317 - 133,093

Good/satisfactory 33,552 4117 - 37,669 33,097 1,122 - 34,219

Weak 99 1,426 180 1,705 123 937 115 1,175
Total credit 164,145 7,654 180 171,979 165,996 2,376 115 168,487
Total strong 823,442 10,136 - 833,578 794,298 977 - 795,275
Total good/satisfactory 175,372 37,769 - 213,141 196,533 16,131 - 212,664
Total weak 3,625 14,241 10,293 28,159 4,688 15,858 6,249 26,795
Total on and off-balance sheet 1,002,439 62,146 10,293 1,074,878 995,519 32,966 6,249 1,034,734

Details of collateral held in support of these balances are provided in Note 21.2.6.

1. This credit quality disclosure differs to that of credit risk concentration as it relates only to financial assets measured at amortised cost or at FVOCI and therefore excludes trading securities and financial assets measured at FVIS,

and derivative financial instruments.
Included in strong in 2019 was a $131 million that is covered by a highly rated guarantee, which if it were not considered, the exposure would be classified as weak.
Debt securities include $3 million (2019: $27 million) at amortised cost. In 2020, all of these are classified as strong (2019: $4 million), and the remainder of the 2019 balances are classified as good/satisfactory.

wN
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21.2.5 Non-performing loans and credit commitments

The loans and credit commitments balance in stage 3 (non-performing) is represented by those loans and credit commitments which are in default. A default occurs when Westpac considered
that the customer is unlikely to repay its credit obligations in full, irrespective of recourse by the Group to actions such as realising security, or the customer is more than 90 days past due on any
material credit obligation. This definition of default is aligned to the APRA regulatory definition of default. These can be disaggregated into impaired loans and credit commitments (which is where
the customer is unlikely to pay its credit obligations in full including restructured loans) and items 90 days past due, or otherwise in default but not impaired.

Impaired loans and credit commitments include:

« housing and business loans with insufficient security to cover the principal and interest payments owing (aligned to an impaired internal credit risk grade);

« personal loans which are greater than 90 days past due; and

« restructured loans (the original contractual terms have been modified to provide for concessions for a customer facing financial difficulties).

Iltems 90 days past due, or otherwise in default but not impaired include:

 currently 90 days or more past due but well secured;

« assets that were, but are no longer 90 days past due but are yet to satisfactorily demonstrate sustained improvement to allow reclassification; and

« other assets in default and not impaired, including those where an order for bankruptcy or similar legal action has been taken (e.g. appointment of an Administrator or Receiver).

The determination of the provisions for ECL is one of the Group’s critical accounting assumptions and estimates. Details of this and the Group’s accounting policy for the provision for ECL are
discussed in Notes 6 and 13, along with the total provisions for ECL on loans and credit commitments and the total for those loans that are considered non-performing (i.e. stage 3).

1. The estimated net realisable value of security to which the Group has recourse is sufficient to cover all principal and interest.
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The gross amount of non-performing loans and credit commitments, along with the provision for ECL/provision for impairment charges', by type and geography of impaired loans, is

summarised in the following table:

Consolidated

$m 2020 2019 2018 2017 2016
Impaired exposures
Australia
Housing and business loans
Gross amount 1,845 1,215 882 975 1,589
Provision (690) (491) (422) (460) (769)
Net 1,155 724 460 515 820
Personal loans greater than 90 days past due
Gross amount 370 384 358 362 267
Provision (206) (233) (179) (187) (159)
Net 164 151 179 175 108
Restructured loans
Gross amount 16 16 9 12 13
Provision (@) 6) 1) ) (11)
Net 12 10 8 5 2
New Zealand
Housing and business loans
Gross amount 157 62 124 152 218
Provision (70) (26) (30) (41) (95)
Net 87 36 94 111 123
Personal loans greater than 90 days past due
Gross amount 36 20 12 1" 10
Provision (26) (15) ) (8) @)
Net 10 5 3 3 3
Restructured loans
Gross amount - 12 14 15 16
Provision - (3) (4) (5) (4)
Net - 9 10 10 12
Other overseas
Housing and business loans
Gross amount 355 50 13 15 44
Provision (156) (17) (6) (6) (21)
Net 199 33 7 9 23
Personal loans greater than 90 days past due
Gross amount = 1 1 - -
Provision - - (1) - -
Net = 1 - - -
Restructured loans
Gross amount = 3 3 - 2
Provision - Q)] 1) - 1)
Net - 2 2 - 1
Total impaired exposures
Gross amount 2,779 1,763 1,416 1,542 2,159
Provision (1,152) (792) (653) (714) (1,067)
Total net impaired exposures 1,627 971 763 828 1,092
Items 90 days past due, or otherwise in default but not impaired
Australia
Gross amount 7,976 4,684 3,861 3,322 3,075
Provision (941) (521) (193) (165) (137)
Net 7,035 4,163 3,668 3,157 2,938
New Zealand
Gross amount 503 340 127 117 89
Provision (72) (33) (10) 9) (7)
Net 431 307 117 108 82
Overseas
Gross amount 53 64 29 19 17
Provision 8) 9) ) ) 1)
Net 45 55 27 17 16
Total items 90 days past due, or otherwise in default but not impaired
Gross amount 8,532 5,088 4,017 3,458 3,181
Provision (1,021) (563) (205) (176) (145)
Total net items 90 days past due, or otherwise in default but not impaired 7,511 4,525 3,812 3,282 3,036
Total non-performing loans and credit commitments
Gross amount 11,311 6,851 5,433 5,000 5,340
Provision (2,173) (1,355) (858) (890) (1,212)
Total net non-performing loans and credit commitments 9,138 5,496 4,575 4,110 4,128

1. 2020 and 2019 provisions for ECL were determined under AASB 9. 2018, 2017 and 2016 provisions for impairment charges were determined under AASB 139.
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Note 21. Financial risk (continued)
The following table summarises the interest received and forgone on impaired loans:
Consolidated 2020
$m Australia Overseas Total
Interest received 3 8 11
Interest foregone 30 - 30
21.2.6 Collateral held
Loans
The Group analyses the coverage of the loan portfolio which is secured by the collateral that it holds. Coverage is measured as follows:
Coverage Secured loan to collateral value ratio
Fully secured Less than or equal to 100%
Partially secured Greater than 100% but not more than 150%
Unsecured Greater than 150%, or no security held (e.g. can include credit cards, personal loans, and exposure to highly rated corporate entities)
The Group and the Parent Entity’s loan portfolio have the following coverage from collateral held:
Performing loans
2020 2019
Consolidated Housing Personal Business Housing Personal Business
% loans’ loans loans Total loans’ loans loans Total
Fully secured 100.0 8.0 62.8 87.6 100.0 79 59.6 85.9
Partially secured - 325 18.9 ) - 29.9 19.3 6.3
Unsecured - 59.5 18.3 6.5 - 62.2 211 7.8
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
2020 2019
Parent Entity Housing Personal Business Housing Personal Business
% loans' loans loans Total loans’ loans loans Total
Fully secured 100.0 8.7 63.7 88.3 100.0 8.6 60.1 86.7
Partially secured - 346 17.7 5.4 - 31.1 18.2 5.7
Unsecured - 56.7 18.6 6.3 - 60.3 217 76
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Non-performing loans
2020 2019
Consolidated Housing Personal Business Housing Personal Business
% loans' loans loans Total loans' loans loans Total
Fully secured 95.2 - 39.2 76.4 90.3 - 49.5 733
Partially secured 438 49.4 30.7 13.5 9.7 38.2 29.2 17.0
Unsecured - 50.6 30.1 10.1 - 61.8 213 9.7
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
2020 2019
Parent Entity Housing Personal Business Housing Personal Business
% loans’ loans loans Total loans' loans loans Total
Fully secured 95.2 - 441 79.0 90.1 - 54.0 751
Partially secured 4.8 50.7 26.4 11.8 9.9 341 27.4 16.1
Unsecured - 49.3 295 9.2 - 65.9 18.6 8.8
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Details of the carrying value and associated provision for ECL are disclosed in Notes 12 and 13 respectively. The credit quality of loans is disclosed in Note 21.2.4.

1. For the purposes of collateral classification, housing loans are classified as fully secured, unless they are non-performing in which case may be classified as partially secured.
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Note 21. Financial risk (continued)

Collateral held against financial assets other than loans

Consolidated Parent Entity
$m 2020 2019 2020 2019
Cash, primarily for derivatives 2,252 3,289 1,864 2,851
Securities under reverse repurchase agreements’ 20,501 6,836 20,501 6,733
Securities under derivatives and stock borrowing’ 32 119 32 119
Total other collateral held 22,785 10,244 22,397 9,703

21.3 Funding and liquidity risk

21.3.1  Liquidity modelling

In managing liquidity for Westpac, Treasury utilises balance sheet forecasts and the maturity profile of Westpac’s wholesale funding portfolio to project liquidity outcomes. Local liquidity limits
are also used by Westpac in applicable jurisdictions to ensure liquidity is managed efficiently and prudently.

In addition, Westpac conducts regular stress testing to assess its ability to meet cash flow obligations under a range of market conditions and scenarios. These scenarios inform liquidity
limits and strategic planning.

21.3.2 Sources of funding

Sources of funding are regularly reviewed to maintain a wide diversification by currency, geography, product and term. Sources include, but are not limited to:

. deposits;

° debt issues;

. proceeds from sale of marketable securities;

. repurchase agreements with central banks;

. principal repayments on loans;

. interest income; and

. fee income.

Liquid assets

Treasury holds a portfolio of high-quality liquid assets as a buffer against unforeseen funding requirements. These assets are held in cash, or are otherwise eligible for repurchase agreements
with the Reserve Bank of Australia or another central bank and include Government, State Government and highly rated investment grade securities. The level of liquid asset holdings is reviewed
frequently and is consistent with both the requirements of the balance sheet and market conditions.

A summary of the Group’s liquid asset holdings is as follows:

Consolidated

2020 2019
$m Actual Average Actual Average
Cash 29,099 28,157 18,398 19,189
Trading securities and financial assets measured at FVIS 29,364 14,789 18,867 17,184
Investment securities 91,097 82,678 73,328 66,701
Loans? 71,616 66,512 58,933 52,498
Other financial assets = 468 345 723
Total liquid assets 221,176 192,604 169,871 156,295

1. Securities received as collateral are not recognised in the Group and Parent Entity’s balance sheet.
2. Loans are self-originated AAA rated mortgage backed securities which are eligible for repurchase with the RBA and Reserve Bank of New Zealand.
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Group’s funding composition
The Group monitors the composition and stability of its funding so that it remains within the Group’s funding risk appetite. This includes compliance with both the LCR and NSFR.

% 2020 2019
Customer deposits 65.0 62.5
Wholesale term funding with residual maturity greater than 12 months 156.7 16.6
Wholesale funding with a residual maturity less than 12 months 10.4 12.1
Securitisation 0.9 1.0
Equity 8.0 7.8
Group’s total funding 100.0 100.0

Movements in the Group’s funding composition in 2020 included:

«  Customer deposits increased by 254 basis points to 65.0% of the Group'’s total funding at 30 September 2020. Customer deposits increased by $30.9 billion over the year, reflecting
Government stimulus payments, a reduction in consumer spending and a higher household savings ratio, the early release of superannuation and an increase in Government and corporate
cash balances;

+  Long term funding with a residual maturity greater than 12 months decreased 94 basis points or $5.6 billion to 15.7%. The reduction in long term funding reflects strong growth in customers
deposits and a contraction in lending which have reduced the bank’s wholesale funding needs. Funding from securitisation was largely unchanged at 0.9% of total funding, reflecting the
issuance of a $2.5 billion RMBS transaction in February 2020 which offset amortisation of existing RMBS transactions;

*  Wholesale funding with a residual maturity less than 12 months decreased by 169 basis points to 10.4%. High levels of liquidity from customer deposits and access to the TFF enabled the
bank to reduce its outstanding short term funding. The Group’s short term funding portfolio (including long term to short term scroll) of $88.5 billion had a weighted average maturity of 127
days and is more than covered by the $221.2 billion of unencumbered repo-eligible liquid assets and cash held by the Group; and

+  Funding from equity increased by 14 basis points to 8.0% of total funding.

Maintaining a diverse funding base with the capacity and flexibility to access a wide range of funding markets, investors, currencies, maturities and products is an important part of managing
liquidity risk. Westpac's funding infrastructure supports its ability to meet changing and diverse investor demands. In the first half of 2020, the Group raised $12.9 billion of long term wholesale
funding, including $2.2 billion of Tier 2 capital securities, as the Group continued to make progress towards the Total Loss Absorbing Capital (TLAC) requirements. The Group did not access term
wholesale funding markets in the Second Half following the introduction of the TFF.

Borrowings and outstanding issuances from existing debt programs at 30 September 2020 can be found in Notes 16 to 19.

Term Funding Facility (TFF)

On 19 March 2020, the Reserve Bank announced extensive measures aimed at providing liquidity to financial markets and to support the banks in providing credit to businesses. As well as
lowering the cash rate, these measures included injecting extra liquidity into the financial system through daily market operations, the purchasing of Australian Government bonds in the
secondary market, increasing the interest rate on Exchange Settlement Account Balances, and the introduction of the TFF. The RBA extended the TFF on 1 September 2020.

The TFF makes funding available to ADIs at a fixed interest rate of 25 basis points, for a maximum of three years. To access the TFF, ADIs must pledge eligible collateral, which includes self-
securitised residential mortgage-backed securities. In aggregate, ADIs have access to at least $200 billion under the TFF, comprised of an Initial Allowance for each ADI, an Additional Allowance
and a Supplementary Allowance.

Westpac's total TFF allowance as at 30 September 2020 was $19.7 billion and Westpac had drawn down $17.9 billion from its total TFF allowance. Westpac's Supplementary Allowance of $11.9
billion will be available to from 1 October 2020.
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Credit ratings
As at 30 September 2020 the Parent Entity’s credit ratings were:
2020 Short-term Long-term Outlook
S&P Global Ratings A1+ AA- Negative
Moody'’s Investors Service P-1 Aa3 Stable
F1 A+ Negative

Fitch Ratings

On 7 April 2020, following an assessment of the economic impact of the COVID-19 pandemic on the Australian and New Zealand economies, Fitch Ratings (Fitch) downgraded their long-term
ratings for the major Australian banks (including Westpac Banking Corporation) by one notch, to A+ (from AA-). Fitch has maintained the rating outlook for the major Australian banks as
“negative”, reflecting the major downside risk to Fitch’s economic outlook in light of the evolving global situation.

On 8 April 2020, S&P Global Ratings affirmed Australia’s AAA/A-1+ ratings but revised the outlook on these ratings to “negative”. As a result of the change in Australia’s sovereign rating outlook,
S&P Global Ratings affirmed Westpac Banking Corporation’s current issuer credit rating of AA- long term and A-1+ short term but the outlook was revised to “negative”.

21.3.3 Assets pledged as collateral
The Group and Parent Entity are required to provide collateral (predominantly to other financial institutions), as part of standard terms, to secure liabilities. In addition to assets supporting

securitisation and covered bond programs disclosed in Note 24, the carrying value of these financial assets pledged as collateral is:

Consolidated Parent Entity
$m 2020 2019 2020 2019
Cash 4,762 5912 4,625 5,755
Cash deposit on stock borrowed 16 18 16 18
Securities (including certificates of deposit) 1,693 1,932 1,693 1,932
Securities pledged under repurchase agreements 36,727 13,754 36,727 13,754
43,198 21,616 43,061 21,459

Total amount pledged to secure liabilities

21.3.4 Contractual maturity of financial liabilities
The following tables present cash flows associated with financial liabilities, payable at the balance sheet date, by remaining contractual maturity. The amounts disclosed in the table are the future

contractual undiscounted cash flows, whereas the Group manages inherent liquidity risk based on expected cash flows.

Cash flows associated with financial liabilities include both principal payments as well as fixed or variable interest payments incorporated into the relevant coupon period. Principal payments
reflect the earliest contractual maturity date. Derivative liabilities designated for hedging purposes are expected to be held for their remaining contractual lives, and reflect gross cash flows over
the remaining contractual term.

Derivatives held for trading and certain liabilities classified in “Other financial liabilities” which are measured at FVIS are not managed for liquidity purposes on the basis of their contractual
maturity, and accordingly these liabilities are presented in the up to 1 month column. Only the liabilities that the Group manages based on their contractual maturity are presented on a contractual
undiscounted basis in the following tables.
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Consolidated 2020 Up to Over 1 month n&‘:ﬁ;g Over 1 year to Over
$m 1 month to 3 months to 1 year 5 years 5 years Total
Financial liabilities
Collateral received 2,251 - - - - 2,251
Deposits and other borrowings 432,005 67,944 86,421 10,408 63 596,841
Other financial liabilities 20,275 1,129 94 18,065 - 39,563
Derivative financial instruments:
Held for trading 22,216 - - - - 22,216
Held for hedging purposes (net settled) 29 43 179 379 22 652
Held for hedging purposes (gross settled):
Cash outflow 204 5,645 1,785 1,704 - 9,338
Cash inflow (200) (5,595) (1,709) (1,651) - (9,155)
Debt issues 6,920 11,264 32,715 79,797 25,623 156,319
Total financial liabilities excluding loan capital 483,700 80,430 119,485 108,702 25,708 818,025
Loan capital 1 68 387 6,665 21,410 28,531
Total undiscounted financial liabilities 483,701 80,498 119,872 115,367 47,118 846,556
Total contingent liabilities and commitments
Letters of credit and guarantees 12,610 - - - - 12,610
Commitments to extend credit 184,064 - - - - 184,064
Other commitments 267 - - - - 267
Total undiscounted contingent liabilities and commitments 196,941 - - - - 196,941
Over 3
Consolidated 2019 Up to Over 1 month months Over 1 year to Over
m 1 month to 3 months to 1 year 5years 5years Total
Financial liabilities
Collateral received 3,291 - - - - 3,291
Deposits and other borrowings 374,126 83,365 97,081 11,968 73 566,613
Other financial liabilities 19,425 3,176 3,874 157 - 26,632
Derivative financial instruments:
Held for trading 27,945 - - - - 27,945
Held for hedging purposes (net settled) 57 85 280 631 40 1,093
Held for hedging purposes (gross settled):
Cash outflow 4 287 902 517 - 1,710
Cash inflow - (276) (875) (466) - (1,617)
Debt issues 5,071 12,158 42,917 102,296 30,417 192,859
Total financial liabilities excluding loan capital 429,919 98,795 144,179 115,103 30,530 818,526
Loan capital 1 76 371 6,293 20,557 27,298
Total undiscounted financial liabilities 429,920 98,871 144,550 121,396 51,087 845,824
Total contingent liabilities and commitments
Letters of credit and guarantees 15,150 - - - - 15,150
Commitments to extend credit 176,002 - - - - 176,002
Other commitments 188 - - - - 188

Total undiscounted contingent liabilities and commitments 191,340 - - - - 191,340
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Over 3
Parent Entity 2020 Up to Over 1 month months Over 1 year to Over
$m 1 month to 3 months to 1 year 5years 5years Total
Financial liabilities
Collateral received 1,863 - - - - 1,863
Deposits and other borrowings 389,498 57,543 71,368 8,466 63 526,938
Other financial liabilities 19,704 1,129 94 18,065 - 38,992
Derivative financial instruments:
Held for trading 22,268 - - - - 22,268
Held for hedging purposes (net settled) 21 28 137 277 22 485
Held for hedging purposes (gross settled):
Cash outflow 7 2,110 9 455 - 2,581
Cash inflow @) (2,088) (21) (437) - (2,553)
Debt issues 6,596 10,915 24,980 66,305 24,370 133,166
Due to subsidiaries 18,610 934 4,390 18,529 171,240 213,703
Total financial liabilities excluding loan capital 458,560 70,571 100,957 111,660 195,695 937,443
Loan capital 1 68 387 6,665 21,410 28,531
Total undiscounted financial liabilities 458,561 70,639 101,344 118,325 217,105 965,974
Total contingent liabilities and commitments
Letters of credit and guarantees 12,069 - - - - 12,069
Commitments to extend credit 159,644 - - - - 159,644
Other commitments 266 - - - - 266
Total undiscounted contingent liabilities and commitments 171,979 - - - - 171,979
Over 3
Parent Entity 2019 Up to Over 1 month months Over 1 year to Over
$m 1 month to 3 months to 1 year 5years 5years Total
Financial liabilities
Collateral received 2,853 - - - - 2,853
Deposits and other borrowings 339,448 70,761 83,602 10,311 73 504,195
Other financial liabilities 19,340 3,121 3,625 157 - 26,243
Derivative financial instruments:
Held for trading 28,329 - - - - 28,329
Held for hedging purposes (net settled) 21 9 97 378 33 538
Held for hedging purposes (gross settled):
Cash outflow - 221 57 - - 278
Cash inflow - (215) (51) - - (266)
Debt issues 4,790 10,959 37,104 86,064 28,063 166,980
Due to subsidiaries 15,538 1,020 4,989 20,117 142,620 184,284
Total financial liabilities excluding loan capital 410,319 85,876 129,423 117,027 170,789 913,434
Loan capital 1 76 371 6,293 20,557 27,298
Total undiscounted financial liabilities 410,320 85,952 129,794 123,320 191,346 940,732
Total contingent liabilities and commitments
Letters of credit and guarantees 14,583 - - - - 14,583
Commitments to extend credit 153,716 - - - - 153,716
Other commitments 188 - - - - 188
Total undiscounted contingent liabilities and commitments 168,487 - - - - 168,487
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21.3.5 Expected maturity

The following tables present the balance sheet based on expected maturity dates, except for deposits, based on historical behaviours. The liability balances in the following tables will not agree to
the contractual maturity tables (Note 21.3.4) due to the analysis below being based on expected rather than contractual maturities, the impact of discounting and the exclusion of interest accruals
beyond the reporting period. Included in the following tables are equity securities classified as trading securities, investment securities and life insurance assets that have no specific maturity.
These assets have been classified based on the expected period of disposal. Deposits are presented in the following table on a contractual basis, however as part of our normal banking
operations, the Group would expect a large proportion of these balances to be retained.

2020 2019
Consolidated Due within Greater than Due within Greater than
$m 12 months 12 months Total 12 months 12 months Total
Assets
Cash and balances with central banks 30,129 - 30,129 20,059 - 20,059
Collateral paid 4,778 - 4,778 5,930 - 5,930
Trading securities and financial assets measured at FVIS 32,591 8,076 40,667 18,544 13,237 31,781
Derivative financial instruments 13,583 9,784 23,367 20,695 9,164 29,859
Investment securities 6,824 84,715 91,539 9,810 63,591 73,401
Loans (net of provisions) 90,856 602,203 693,059 99,197 615,573 714,770
Other financial assets 5,474 - 5,474 5,367 - 5,367
Life insurance assets 3,450 143 3,593 1,541 7,826 9,367
Investment in associates - 61 61 - 129 129
All other assets 1,400 17,879 19,279 1,222 14,741 15,963
Total assets 189,085 722,861 911,946 182,365 724,261 906,626
Liabilities
Collateral received 2,250 = 2,250 3,287 - 3,287
Deposits and other borrowings 584,037 7,094 591,131 551,817 11,430 563,247
Other financial liabilities 22,861 18,064 40,925 29,059 156 29,215
Derivative financial instruments 13,157 9,897 23,054 19,203 9,893 29,096
Debt issues 49,070 101,255 150,325 56,933 124,524 181,457
Life insurance liabilities 1,809 (413) 1,396 1,703 5,674 7,377
All other liabilities 5,395 5,447 10,842 3,907 1,707 5,614
Total liabilities excluding loan capital 678,579 141,344 819,923 665,909 153,384 819,293
Loan capital 1,323 22,626 23,949 - 21,826 21,826
Total liabilities 679,902 163,970 843,872 665,909 175,210 841,119

Net assets/(net liabilities) (490,817) 558,891 68,074 (483,544) 549,051 65,507




290 WESTPAC GROUP 2020 ANNUAL REPORT

Notes to the financial statements

2020 2019
Parent Entity Due within Greater than Due within Greater than
$m 12 months 12 months Total 12 months 12 months Total
Assets
Cash and balances with central banks 25,436 = 25,436 17,692 - 17,692
Collateral paid 4,641 - 4,641 5773 - 5,773
Trading securities and financial assets measured at FVIS 30,550 7,480 38,030 16,736 12,829 29,565
Derivative financial instruments 13,349 9,445 22,794 20,613 8,670 29,283
Investment securities 5,120 80,706 85,826 7,200 61,198 68,398
Loans (net of provisions) 70,453 537,371 607,824 79,956 551,980 631,936
Other financial assets 4,745 - 4,745 4,615 - 4,615
Due from subsidiaries 10,420 170,559 180,979 10,291 132,670 142,961
Investment in subsidiaries - 6,475 6,475 - 6,436 6,436
Investment in associates = 57 57 - 100 100
All other assets 796 15,199 15,995 756 12,224 12,980
Total assets 165,510 827,292 992,802 163,632 786,107 949,739
Liabilities
Collateral received 1,862 - 1,862 2,849 - 2,849
Deposits and other borrowings 516,391 5,222 521,613 491,562 9,868 501,430
Other financial liabilities 22,092 18,064 40,156 28,360 156 28,516
Derivative financial instruments 12,805 9,974 22,779 19,167 9,700 28,867
Debt issues 40,886 86,780 127,666 50,028 106,646 156,674
Due to subsidiaries 20,551 165,712 186,263 17,563 131,044 148,607
All other liabilities 3,770 4,996 8,766 2,545 1,587 4,132
Total liabilities excluding loan capital 618,357 290,748 909,105 612,074 259,001 871,075
Loan capital 1,323 22,626 23,949 - 21,826 21,826
Total liabilities 619,680 313,374 933,054 612,074 280,827 892,901
Net assets/(net liabilities) (454,170) 513,918 59,748 (448,442) 505,280 56,838

21.4 Market risk
21.41 Value-at-Risk
The Group uses VaR as one of the mechanisms for controlling both traded and non-traded market risk.

VaR is a statistical estimate of the potential loss in earnings over a specified period of time and to a given level of confidence based on historical market movements. The confidence level
indicates the probability that the loss will not exceed the VaR estimate on any given day.

VaR seeks to take account of all material market variables that may cause a change in the value of the portfolio, including interest rates, FX rates, price changes, volatility and the correlations
between these variables. Daily monitoring of current exposure and limit utilisation is conducted independently by the Market Risk and Treasury Risk units which monitor market risk exposures
against VaR and structural concentration limits. These are supplemented by escalation triggers for material profits or losses and stress testing of risks beyond the 99% confidence interval.

The key parameters of VaR are:

Holding period 1 day
Confidence level 99%

Period of historical data used 1 year
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21.4.2 Traded market risk
The following table depicts the aggregate VaR, by risk type:

Consolidated and Parent Entity 2020 2019 2018

$m High Low Average High Low Average High Low Average
Interest rate risk 255 7.0 14.6 14.9 6.6 10.9 15.6 5.1 8.6
FX risk 1.7 0.5 4.0 8.6 0.8 4.1 6.9 0.7 3.0
Equity risk 0.7 0.0 0.2 0.2 0.0 0.0 1.0 0.0 0.1
Commodity risk’ 3.4 0.6 1.9 42.0 1.7 8.2 243 17 6.5
Other market risks? 32.9 2.4 14.6 55 2.0 3.5 5.8 14 3.8
Diversification effect n/a n/a (14.9) n/a n/a (12.3) n/a n/a (8.6)
Net market risk 42.0 71 20.4 45.3 7.9 14.4 28.1 6.7 13.4

21.4.3 Non-traded market risk
Non-traded market risk includes Interest Rate Risk in the Banking Book (IRRBB) — the risk to net interest income or the economic value on banking book items as interest rates change.

Net interest income (NII) sensitivity is managed in terms of the NaR. A simulation model is used to calculate Westpac'’s potential NaR. This combines the underlying balance sheet data with
assumptions about run off and new business, expected repricing behaviour and changes in wholesale market interest rates. Simulations using a range of interest rate scenarios are used to
provide a series of potential future NIl outcomes. The interest rate scenarios modelled, over a three year time horizon using a 99% confidence interval, include those projected using historical
market interest rate volatility as well as 100 and 200 basis point shifts up and down from the current market yield curves in Australia and New Zealand. Additional stressed interest rate scenarios
are also considered and modelled.

A comparison between the NIl outcomes from these modelled scenarios indicates the sensitivity to interest rate changes.

Net interest income-at-Risk (NaR)
The following table depicts NaR assuming a 100 basis point shock (with a floor of zero for falling interest rates) over the next 12 months as a percentage of reported NII:

2020 2019
Maximum Minimum Average Maximum Minimum Average
% (increase)/decrease in NIl As at exposure exposure exposure As at exposure exposure exposure
Consolidated (0.27) 3.09 (1.22) (0.25) 2.88 2.88 (0.46) 0.81
Parent Entity (0.38) 2.35 (0.89) (0.10) 2.14 2.14 (0.42) 0.43
Value at Risk - IRRBB
The table below depicts VaR for IRRBB:
2020 2019
$m As at High Low Average As at High Low Average
Consolidated 202.4 219.7 31.0 126.7 34.1 37.3 19.4 27.8

As at 30 September 2020 the Value at Risk — IRRBB for the Parent Entity was $208.2 million (2019: $38.3 million).

Risk mitigation
IRRBB stems from the ordinary course of banking activities, including structural interest rate risk (the mismatch between the duration of assets and liabilities) and capital management.
The Group hedges its exposure to such interest rate risk using derivatives. Further details on the Group’s hedge accounting are discussed in Note 20.

The same controls used to monitor traded market risk allow management to continuously monitor and manage IRRBB.

Structural FX risk

Structural FX risk results from the generation of foreign currency denominated earnings and from Westpac’s capital deployed in offshore branches and subsidiaries, where it is denominated in
currencies other than Australian dollars. As exchange rates move, the Australian dollar equivalent of offshore earnings and capital is subject to change that could introduce significant variability to
the Bank’s reported financial results and capital ratios. Note 20 includes details of the Group’s ALM activities including details of the hedge accounting and economic hedges used to manage this
risk.

1. Includes electricity risk. The lower VaR measures in 2020 were due to reduced risk, revised modelling and closure of electricity trading commenced in June 2020.

2. Includes prepayment risk and credit spread risk (exposure to movements in generic credit rating bands).
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Note 22. Fair values of financial assets and financial liabilities
Accounting policy

The fair value of a financial instrument is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement
date.

On initial recognition, the transaction price generally represents the fair value of the financial instrument unless there is observable information from an active market to the contrary. Where
unobservable information is used, the difference between the transaction price and the fair value (day one profit or loss) is recognised in the income statement over the life of the instrument
when the inputs become observable.

Critical accounting and
The majority of valuation models used by the Group employ only observable market data as inputs. However, for certain financial instruments data may be employed which is not readily
observable in current markets.

The availability of observable inputs is influenced by factors such as:

* product type;

* depth of market activity;

*  maturity of market models; and

* complexity of the transaction.

Where unobservable market data is used, more judgement is required to determine fair value. The significance of these judgements depends on the significance of the unobservable input to
the overall valuation. Unobservable inputs are generally derived from other relevant market data and adjusted against:

¢ standard industry practice;

* economic models; and

* observed transaction prices.

In order to determine a reliable fair value for a financial instrument, management may apply adjustments to the techniques previously described. These adjustments reflect the Group’s
assessment of factors that market participants would consider in setting the fair value.

These adjustments incorporate bid/offer spreads, credit valuation adjustments (CVA) and funding valuation adjustments (FVA).

Fair Valuation Control Framework

The Group uses a Fair Valuation Control Framework where the fair value is either determined or validated by a function independent of the transaction. This framework formalises the policies and
procedures used to achieve compliance with relevant accounting, industry and regulatory standards. The framework includes specific controls relating to:

«  the revaluation of financial instruments;

. independent price verification;

+  fair value adjustments; and

« financial reporting.

A key element of the framework is the Revaluation Committee, comprising senior valuation specialists from within the Group. The Revaluation Committee reviews the application of the agreed
policies and procedures to assess that a fair value measurement basis has been applied.

The method of determining fair value differs depending on the information available.

Fair value hierarchy

A financial instrument’s categorisation within the valuation hierarchy is based on the lowest level input that is significant to the fair value measurement.
The Group categorises all fair value instruments according to the hierarchy described below.

Valuation techniques

The Group applies market accepted valuation techniques in determining the fair valuation of over the counter (OTC) derivatives. This includes CVA and FVA, which incorporate credit risk and
funding costs and benefits that arise in relation to uncollateralised derivative positions, respectively.

The specific valuation techniques, the observability of the inputs used in valuation models and the subsequent classification for each significant product category are outlined as follows:
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The fair value of financial instruments traded in active markets is based on recent unadjusted quoted prices. These prices are based on actual arm’s length basis transactions.

The valuations of Level 1 instruments require little or no management judgement.

Instrument

Balance sheet category

Includes

Valuation

Exchange traded products

FX products
Equity products

Non-asset backed debt instruments

Life insurance assets and liabilities

Derivatives

Derivatives

Derivatives

Trading securities and financial assets
measured at FVIS

Other financial liabilities

Trading securities and financial assets
measured at FVIS

Investment securities
Other financial liabilities
Life insurance assets
Life insurance liabilities

Exchange traded interest rate futures and options and
commodity, energy and carbon futures

FX spot and futures contracts

Listed equities and equity indices

Australian Commonwealth and New Zealand government
bonds

Listed equities, exchange traded derivatives and short sale
of listed equities within controlled managed investment
schemes

All these instruments are traded in liquid,
active markets where prices are readily
observable. No modelling or assumptions are
used in the valuation.
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Level 2 instruments

The fair value for financial instruments that are not actively traded is determined using valuation techniques which maximise the use of observable market prices. Valuation techniques include:
+  the use of market standard discounting methodologies;
«  option pricing models; and

«  other valuation techniques widely used and accepted by market participants.

Instrument

Balance sheet category

Includes

Valuation

Interest rate products

FX products

Other credit products

Commaodity products

Equity products

Asset backed debt
instruments

Non-asset backed debt
instruments

Derivatives

Derivatives

Derivatives

Derivatives

Derivatives

Trading securities and financial assets
measured at FVIS

Investment securities

Trading securities and financial assets
measured at FVIS

Investment securities
Other financial liabilities

Interest rate and inflation swaps, swaptions,
caps, floors, collars and other non-vanilla
interest rate derivatives

FX swap, FX forward contracts, FX options
and other non-vanilla FX derivatives

Single name and index credit default swaps
(CDS)

Commodity, energy and carbon derivatives

Exchange traded equity options, OTC equity
options and equity warrants

Australian residential mortgage backed
securities (RMBS) denominated in Australian
dollar and other asset backed securities
(ABS)

State and other government bonds, corporate
bonds and commercial paper

Repurchase agreements and reverse

repurchase agreements over non-asset
backed debt securities

Industry standard valuation models are used to calculate the expected future
value of payments by product, which is discounted back to a present value. The
model’s interest rate inputs are benchmark interest rates and active broker
quoted interest rates in the swap, bond and future markets. Interest rate
volatilities are sourced from brokers and consensus data providers. If consensus
prices are not available, these are classified as Level 3 instruments.

Derived from market observable inputs or consensus pricing providers using
industry standard models.

Valued using an industry standard model that incorporates the credit spread as
its principal input. Credit spreads are obtained from consensus data providers. If
consensus prices are not available, these are classified as Level 3 instruments.

Valued using industry standard models.

The models calculate the expected future value of deliveries and payments and
discount them back to a present value. The model inputs include forward curves,
volatilities implied from market observable inputs, discount curves and
underlying spot and futures prices. The significant inputs are market observable
or available through a consensus data provider. If consensus prices are not
available, these are classified as Level 3 instruments.

Due to low liquidity, exchange traded options are Level 2.

Valued using industry standard models based on observable parameters such
as stock prices, dividends, volatilities and interest rates.

Valued using an industry approach to value floating rate debt with prepayment
features. Australian RMBS are valued using prices sourced from a consensus
data provider. If consensus prices are not available these are classified as Level
3 instruments.

Valued using observable market prices which are sourced from independent
pricing services, broker quotes or inter-dealer prices.
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Instrument Balance sheet category Includes Valuation

Loans at fair value Loans Fixed rate bills and syndicated loans Discounted cash flow approach, using a discount rate which reflects the terms of
the instrument and the timing of cash flows, adjusted for creditworthiness, or
expected sale amount.

Certificates of deposit Deposits and other borrowings Certificates of deposit Discounted cash flow using market rates offered for deposits of similar remaining
maturities.

Debt issues at fair value Debt issues Debt issues Discounted cash flows, using a discount rate which reflects the terms of the

Life insurance assets and Life insurance assets
liabilities Life insurance liabilities

Corporate bonds, OTC derivatives, units in
unlisted unit trusts, life insurance contract
liabilities, life investment contract liabilities
and external liabilities of managed investment
schemes controlled by statutory life funds

instrument and the timing of cash flows adjusted for market observable changes
in Westpac’s implied credit worthiness.

Valued using observable market prices or other widely used and accepted
valuation techniques utilising observable market input.

Level 3 instruments

Financial instruments valued where at least one input that could have a significant effect on the instrument’s valuation is not based on observable market data due to illiquidity or complexity of the
product. These inputs are generally derived and extrapolated from other relevant market data and calibrated against current market trends and historical transactions.

These valuations are calculated using a high degree of management judgement.

Instrument Balance sheet category

Includes

Valuation

Debt instruments Trading securities and financial assets
measured at FVIS

Investment securities

Equity instruments Trading securities and financial assets
measured at FVIS

Investment securities

Certain ABS, offshore non-ABS and debt
securities issued via private placement

Strategic equity investments

These securities are evaluated by an independent pricing service or based on
third party revaluations. Due to their illiquidity and/or complexity these are
classified as Level 3 assets.

Valued using valuation techniques appropriate to the instrument, including the
use of recent arm’s length transactions where available, discounted cash flow
approach or reference to the net assets of the entity.

Due to their illiquidity, complexity and/or use of unobservable inputs into
valuation models, they are classified as Level 3 assets.
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Note 22. Fair values of financial assets and financial liabilities (continued)

The following tables summarise the attribution of financial instruments measured at fair value to the fair value hierarchy:

2020 2019
Valuation Valuation Valuation Valuation
Quoted techniques techniques Quoted techniques techniques
market (Market (Non-market market (Market (Non-market
Consolidated prices observable) observable) prices observable) observable)
$m (Level 1) (Level 2) (Level 3) Total (Level 1) (Level 2) (Level 3) Total
Financial assets measured at fair value on a recurring basis
Trading securities and financial assets measured at FVIS 8,059 32,387 221 40,667 10,440 21,121 220 31,781
Derivative financial instruments 10 23,353 4 23,367 7 29,828 24 29,859
Investment securities 18,032 72,370 153 90,555 11,163 61,284 134 72,581
Loans - 540 21 561 - 239 21 260
Life insurance assets 617 2,976 - 3,593 1,097 8,270 - 9,367
Total financial assets measured at fair value on a recurring basis 26,718 131,626 399 158,743 22,707 120,742 399 143,848
Fi ial liabilities at fair value on a recurring basis
Deposits and other t:nurrowings1 - 35,764 - 35,764 - 38,413 - 38,413
Other financial liabilities® 420 4,229 - 4,649 262 5,108 - 5,370
Derivative financial instruments 10 23,031 13 23,054 8 29,059 29 29,096
Debt issues® - 5,333 - 5,333 - 5,819 - 5,819
Life insurance liabilities - 1,396 - 1,396 - 7,377 - 7,377
Total financial liabilities measured at fair value on a recurring basis 430 69,753 13 70,196 270 85,776 29 86,075
2020 2019
Valuation Valuation Valuation Valuation
Quoted techniques techniques Quoted techniques techniques
market (Market (Non-market market (Market (Non-market
Parent Entity prices observable) observable) prices observable) observable)
$m (Level 1) (Level 2) (Level 3) Total (Level 1) (Level 2) (Level 3) Total
Financial assets measured at fair value on a recurring basis
Trading securities and financial
assets measured at FVIS 7,074 30,763 193 38,030 10,213 19,159 193 29,565
Derivative financial instruments 10 22,781 3 22,794 7 29,253 23 29,283
Investment securities 15,714 70,040 69 85,823 10,191 58,114 66 68,371
Loans - 540 21 561 - 239 21 260
Due from subsidiaries - 663 - 663 - 897 - 897
Total financial assets measured at fair value on a recurring basis 22,798 124,787 286 147,871 20,411 107,662 303 128,376
Fil ial liabilities d at fair value on a recurring basis
Deposits and other borrowings' - 32,991 - 32,991 - 37,355 - 37,355
Other financial liabilities? 420 4,229 - 4,649 262 5,108 - 5,370
Derivative financial instruments 10 22,756 13 22,779 8 28,831 28 28,867
Debt issues® - 2,986 - 2,986 - 3,624 - 3,624
Due to subsidiaries - 239 - 239 - 1,591 - 1,591
Total financial liabilities measured at fair value on a recurring basis 430 63,201 13 63,644 270 76,509 28 76,807

wN =

The contractual outstanding amount payable at maturity for the Group is $35,764 million (2019: $38,468 million) and $32,990 million for the Parent Entity (2019: $37,410 million).

The contractual outstanding amount payable at maturity for the Group and the Parent Entity is $4,649 million (2019: $5,369 million).

The contractual outstanding amount payable at maturity for the Group is $5,062 million (2019: $5,632 million) and $2,714 million for the Parent Entity (2019: $3,436 million). The cumulative change in the fair value of debt issues
attributable to changes in Westpac's own credit risk is $5 million decrease (2019: $34 million decrease) for the Group and Parent Entity.




Notes to the financial statements

Note 22. Fair values of financial assets and financial liabilities (continued)

Reconciliation of non-market observables

WESTPAC GROUP 2020 ANNUAL REPORT 297

The following tables summarise the changes in financial instruments measured at fair value derived from non-market observable valuation techniques (Level 3):

Trading
securities and
financial assets Total Total
Consolidated 2020 measured Investment Level 3 Level 3
$m as FVIS securities Other' assets Derivatives liabilities
Balance as at beginning of year 220 134 45 399 29 29
Gains/(losses) on assets/(gains)/losses on liabilities recognised in:
Income statements 2) - 2) 4) 4) 4)
ocl - (15) - (15)
Acquisitions and issues 26 40 12 78
Disposals and settlements (23) (6) (30) (59) (19) (19)
Transfer into or out of non-market observables = = = = = =
Foreign currency translation impacts - - - - - -
Balance as at end of year 221 153 25 399 13 13
Unrealised gains/(losses) recognised in the income statements for financial
instruments held as at end of year 4) - 3 (1) 3) 3)
Trading
securities and
financial assets Available- Total Total
Consolidated 2019 measured for-sale Investment Level 3 Level 3
$m as FVIS securities securities Other! assets Derivatives liabilities
Balance as at beginning of year 330 619 - 15 964 6 6
Impact on adoption of AASB 9 4 (619) 109 14 (492) - -
Restated opening balance 334 - 109 29 472 6 6
Gains/(losses) on assets/(gains)/losses on liabilities recognised in:
Income statements 36 - - 12 48 7 7
ocCl - - 11 - 11 - -
Acquisitions and issues 63 - 36 16 115 4 4
Disposals and settlements (216) - (22) (12) (250) (6) (6)
Transfer into or out of non-market observables - - - - - 18 18
Foreign currency translation impacts 3 - - - 3 - -
Balance as at end of year 220 - 134 45 399 29 29
Unrealised gains/(losses) recognised in the income statements for financial
26 - - 16 42 (11) (11)

instruments held as at end of year

1. Other is comprised of derivative financial assets and certain loans.
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Note 22. Fair values of financial assets and financial liabilities (continued)

Trading
securities and
financial assets Total Total
Parent Entity 2020 measured Investment Level 3 Level 3
$m as FVIS securities Other' assets Derivatives liabilities
Balance as at beginning of year 193 66 44 303 28 28
Gains/(losses) on assets/(gains)/losses on liabilities recognised in:
Income statements 2) - 2) 4) 4) 4)
ocCl - - - -
Acquisitions and issues 26 3 12 41 7 7
Disposals and settlements (24) - (30) (54) (18) (18)
Transfer into or out of non-market observables - - - - o =
Foreign currency translation impacts - - - - - -
Balance as at end of year 193 69 24 286 13 13
Unrealised gains/(losses) recognised in the income statements for financial
instruments held as at end of year 4) - 3 1) 3) 3)
Trading
securities and
financial assets Available- Total Total
Parent Entity 2019 measured for-sale Investment Level 3 Level 3
$m as FVIS securities securities Other' assets Derivatives liabilities
Balance as at beginning of year 206 70 - 13 289 6 6
Impact on adoption of AASB 9 - (70) 67 14 1 - -
Restated opening balance 206 - 67 27 300 6 6
Gains/(losses) on assets/(gains)/losses on liabilities recognised in:
Income statements 6 - - 13 19 6 6
ocl - - - - - - -
Acquisitions and issues 17 - 2 16 35 4 4
Disposals and settlements (39) - 3) (12) (54) (6) (6)
Transfer into or out of non-market observables - - - - - 18 18
Foreign currency translation impacts 3 - - - 3 - -
Balance as at end of year 193 - 66 44 303 28 28
Unrealised gains/(losses) recognised in the income statements for financial
instruments held as at end of year 3 - - 16 19 (10) (10)

Transfers into and out of Level 3 have occurred due to changes in observability in the significant inputs into the valuation models used to determine the fair value of the related financial

instruments. Transfers in and transfers out are reported using the end of year fair values.

1. Other is comprised of derivative financial assets and certain loans.
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Note 22. Fair values of financial assets and financial liabilities (continued)

Significant unobservable inputs
Sensitivities to reasonably possible changes in non-market observable valuation assumptions would not have a material impact on the Group’s reported results.

Day one profit or loss
The closing balance of unrecognised day one profit for both the Group and the Parent Entity for the year was $4 million (2019: $3 million profit).

Financial instruments not measured at fair value
For financial instruments not measured at fair value on a recurring basis, fair value has been derived as follows:

Instrument Valuation

Loans Where available, the fair value of loans is based on observable market transactions, otherwise fair value is estimated using discounted cash flow models. For variable rate
loans, the discount rate used is the current effective interest rate. The discount rate applied for fixed rate loans reflects the market rate for the maturity of the loan and the credit
worthiness of the borrower.

Investment securities The carrying value approximates the fair value. The balance principally relates to government securities from illiquid markets. Fair value is monitored by reference to recent
issuances.

Deposits and other Fair values of deposit liabilities payable on demand (interest free, interest bearing and savings deposits) approximate their carrying value. Fair values for term deposits are

borrowings estimated using discounted cash flows, applying market rates offered for deposits of similar remaining maturities.

Debt issues and loan Fair values are calculated using a discounted cash flow model. The discount rates applied reflect the terms of the instruments, the timing of the estimated cash flows and are

capital adjusted for any changes in Westpac'’s credit spreads.

All other financial assets For all other financial assets and liabilities, the carrying value approximates the fair value. These items are either short-term in nature, re-price frequently or are of a high credit
and liabilities rating.
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Note 22. Fair values of financial assets and financial liabilities (continued)
The following tables summarise the estimated fair value and fair value hierarchy of financial instruments not measured at fair value:

2020 Estimated fair value

Valuation Valuation
Quoted
market (Market (Non-market
Consolidated Carrying prices observable) observable)
$m amount (Level 1) (Level 2) (Level 3) Total
Financial assets not measured at fair value
Cash and balances with central banks 30,129 30,129 - - 30,129
Collateral paid 4,778 4,778 - - 4,778
Investment securities 984 - 424 560 984
Loans 692,498 - - 694,264 694,264
Other financial assets 5,474 - 5474 - 5,474
Total financial assets not measured at fair value 733,863 34,907 5,898 694,824 735,629
Financial liabilities not measured at fair value
Collateral received 2,250 2,250 - - 2,250
Deposits and other borrowings 555,367 - 552,192 3,429 555,621
Other financial liabilities 36,276 - 36,276 - 36,276
Debt issues’ 144,992 - 144,660 1,742 146,402
Loan capital 23,949 - 23,934 - 23,934
Total financial liabilities not measured at fair value 762,834 2,250 757,062 5171 764,483
2019 Estimated fair value
Valuation Valuation
Quoted
market (Market (Non-market
Consolidated Carrying prices observable) observable)
$m amount (Level 1) (Level 2) (Level 3) Total
Financial assets not measured at fair value
Cash and balances with central banks 20,059 20,059 - - 20,059
Collateral paid 5,930 5,930 - - 5,930
Investment securities 820 - 366 454 820
Loans 714,510 - - 716,130 716,130
Other financial assets 5,367 - 5,367 - 5,367
Total financial assets not measured at fair value 746,686 25,989 5,733 716,584 748,306
Financial liabilities not measured at fair value
Collateral received 3,287 3,287 - - 3,287
Deposits and other borrowings 524,834 - 522,726 2,790 525,516
Other financial liabilities 23,845 - 23,845 - 23,845
Debt issues’ 175,638 - 176,838 - 176,838
Loan capital 21,826 - 22,076 - 22,076
Total financial liabilities not measured at fair value 749,430 3,287 745,485 2,790 751,562

1. The estimated fair value of debt issues includes the impact of changes in Westpac's credit spreads since origination.
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Note 22. Fair values of financial assets and financial liabilities (continued)

2020 Estimated fair value

Valuation Valuation
Quoted techniques techniques
market (Market (Non-market
Parent Entity Carrying prices observable) observable)
$m amount (Level 1) (Level 2) (Level 3) Total
Financial assets not measured at fair value
Cash and balances with central banks 25,436 25,436 - - 25,436
Collateral paid 4,641 4,641 5 o 4,641
Investment securities 3 = 3 = 3
Loans 607,263 - - 608,602 608,602
Due from subsidiaries’ 169,139 - 126,623 43,669 170,292
Other financial assets 4,745 - 4,745 - 4,745
Total financial assets not measured at fair value 811,227 30,077 131,371 652,271 813,719
Financial liabilities not measured at fair value
Collateral received 1,862 1,862 - - 1,862
Deposits and other borrowings 488,622 - 487,452 1,292 488,744
Other financial liabilities 35,507 - 35,507 - 35,507
Debt issues? 124,680 - 125,896 - 125,896
Due to subsidiaries 186,024 - 6,805 179,219 186,024
Loan capital 23,949 - 23,934 - 23,934
Total financial liabilities not measured at fair value 860,644 1,862 679,594 180,511 861,967
2019 Estimated fair value
Valuation Valuation
Quoted techniques techniques
market (Market (Non-market
Parent Entity Carrying prices observable) observable)
$m amount (Level 1) (Level 2) (Level 3) Total
Financial assets not measured at fair value
Cash and balances with central banks 17,692 17,692 - - 17,692
Collateral paid 5,773 5,773 - - 5,773
Investment securities 27 - 4 23 27
Loans 631,676 - - 633,003 633,003
Due from subsidiaries’ 133,899 - 89,680 45,175 134,855
Other financial assets 4,615 - 4,615 - 4,615
Total financial assets not measured at fair value 793,682 23,465 94,299 678,201 795,965
Financial liabilities not measured at fair value
Collateral received 2,849 2,849 - - 2,849
Deposits and other borrowings 464,075 - 463,440 1,251 464,691
Other financial liabilities 23,146 - 23,146 - 23,146
Debt issues? 153,050 - 154,111 - 154,111
Due to subsidiaries 147,016 - 6,553 140,463 147,016
Loan capital 21,826 - 22,076 - 22,076
Total financial liabilities not measured at fair value 811,962 2,849 669,326 141,714 813,889

1. Due from subsidiaries excludes $11,177 million (2019: $8,165 million) of long-term debt instruments with equity-like characteristics which are part of the total investment in subsidiaries.
2. The estimated fair value of debt issues includes the impact of changes in Westpac’s credit spreads since origination.
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Note 23. Offsetting financial assets and financial liabilities

Accounting policy

Financial assets and liabilities are presented net in the balance sheet when the Group has a legally enforceable right to offset them in all circumstances and there is an intention to settle the
asset and liability on a net basis, or to realise the asset and settle the liability simultaneously. The gross assets and liabilities behind the net amounts reported in the balance sheet are disclosed

in the following tables.

Some of the Group’s offsetting arrangements are not enforceable in all circumstances. The amounts in the tables below may not tie back to the balance sheet if there are balances which are
not subject to offsetting or enforceable netting arrangements. The amounts presented in this note do not represent the credit risk exposure of the Group or Parent Entity. Refer to Note 21.2 for
information on credit risk management. The offsetting and collateral arrangements and other credit risk mitigation strategies used by the Group are further explained in the ‘Management of

risk mitigation” section of Note 21.2.2.

Amounts subject to enforceable netting arrangements

Effects of offsetting

on balance sheet

Amounts subject to enforceable

netting arrangements but not offset

Net amounts Other
reported on recognised Financial
Consolidated Gross Amounts the balance financial Cash instrument Net
$m amounts offset sheet instruments collateral’? collateral amount
2020
Assets
Collateral paid® 10,068 (10,032) 36 . . (16) 20
Derivative financial instruments* 61,171 (39,968) 21,203 (14,719) (2,247) (16) 4,221
Reverse repurchase agreements® 20,401 - 20,401 - (5) (20,396) -
Loans® 23,301 (23,266) 35 - - - 35
Total assets 114,941 (73,266) 41,675 (14,719) (2,252) (20,428) 4,276
Liabilities
Collateral received 5,516 (5,501) 15 - - - 15
Derivative financial instruments* 66,144 (44,499) 21,645 (14,719) (4,426) (1,693) 807
Repurchase agreements’ 27,763 - 27,763 - (98) (27,665) -
Deposits and other borrowings6 43,999 (23,266) 20,733 - - - 20,733
Total liabilities 143,422 (73,266) 70,156 (14,719) (4,524) (29,358) 21,555
2019
Assets
Collateral paid® 6,643 (6,559) 84 - - 17) 67
Derivative financial instruments® 58,125 (31,605) 26,520 (18,609) (3,280) (102) 4,529
Reverse repurchase agreements® 6,833 - 6,833 - 9) (6,824) -
Loans® 18,202 (18,130) 72 - - - 72
Total assets 89,803 (56,294) 33,509 (18,609) (3,289) (6,943) 4,668
Liabilities
Collateral received 3,024 (2,972) 52 - - - 52
Derivative financial instruments® 62,046 (35,192) 26,854 (18,609) (5,622) (1,932) 691
Repurchase agreements’ 10,604 - 10,604 - 3) (10,601) -
Deposits and other born:)wings6 28,880 (18,130) 10,750 - - - 10,750
Total liabilities 104,554 (56,294) 48,260 (18,609) (5,625) (12,533) 11,493

1. $2,250 million (2019: $3,287 million) of cash collateral on derivative financial assets and reverse repurchase agreements forms part of collateral received as disclosed in the balance sheet. The remainder is included in term
deposits recognised in deposits and other borrowings within Note 16.

2. $4,524 million (2019: $5,625 million) of cash collateral, subject to enforceable netting arrangements with derivative financial liabilities and repurchase agreements, forms part of collateral paid as disclosed in the balance sheet.
The remainder of collateral paid, as disclosed in the balance sheet, consists of $16 million (2019: $18 million) in stock borrowing arrangements and $238 million (2019: $287 million) in futures margin that does not form part of

this column.

3. Gross amounts consist of variation margin held directly with central clearing counterparties and stock borrowing arrangements. Where variation margin is receivable it is reported as part of collateral paid. Where variation margin is

payable it is reported as part of collateral received. Amounts offset relate to variation margin.

4. $2,164 million (2019: $3,339 million) of derivative financial assets and $1,409 million (2019: $2,242 million) of derivative financial liabilities are not subject to enforceable netting arrangements. 2019 gross amounts, net amounts
reported on the balance sheet and net amount were restated to exclude amounts not subject to enforceable netting arrangements.

oo

amortised cost in Note 16.

7. Repurchase agreements form part of other financial liabilities in Note 17.

Reverse repurchase agreements form part of trading securities and financial assets measured at FVIS in Note 10.
Gross amounts consist of debt and interest set-off accounts which meet the requirements for offsetting as described above. These accounts form part of business loans in Note 12 and part of deposits and other borrowings at
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Note 23. Offsetting financial assets and financial liabilities (continued)
Amounts subject to enforceable netting arrangements
Effects of offsetting Amounts subject to enforceable
on balance sheet netting arrangements but not offset
Net amounts Other
reported on recognised Financial

Parent Entity Gross Amounts the balance financial Cash instrument Net
$m amounts offset sheet instruments collateral'? collateral amount
2020
Assets

Collateral paid® 10,068 (10,032) 36 - - (16) 20

Derivative financial instruments* 60,616 (39,968) 20,648 (14,586) (1,859) (16) 4,187

Reverse repurchase agreements5 20,401 - 20,401 - (5) (20,396) -

Loans® 23,301 (23,266) 35 - - - 35
Total assets 114,386 (73,266) 41,120 (14,586) (1,864) (20,428) 4,242
Liabilities

Collateral received 5,516 (5,501) 15 - - - 15

Derivative financial instruments* 65,874 (44,499) 21,375 (14,586) (4,289) (1,693) 807

Repurchase agreements’ 27,763 - 27,763 - (98) (27,665) -

Deposits and other t:nurrowings6 43,999 (23,266) 20,733 - - - 20,733
Total liabilities 143,152 (73,266) 69,886 (14,586) (4,387) (29,358) 21,555
2019
Assets

Collateral paid® 6,643 (6,559) 84 - - (17) 67

Derivative financial instruments* 57,550 (31,605) 25,945 (18,526) (2,842) (102) 4,475

Reverse repurchase agreements® 6,731 - 6,731 - 9) (6,722) -

Loans® 18,202 (18,130) 72 - - - 72
Total assets 89,126 (56,294) 32,832 (18,526) (2,851) (6,841) 4,614
Liabilities

Collateral received 3,024 (2,972) 52 - - - 52

Derivative financial instruments* 61,807 (35,192) 26,615 (18,526) (5,466) (1,932) 691

Repurchase agreements’ 10,604 - 10,604 - 3) (10,601) -

Deposits and other borrowings® 28,880 (18,130) 10,750 - - - 10,750
Total liabilities 104,315 (56,294) 48,021 (18,526) (5,469) (12,533) 11,493

Other recognised financial instruments

These financial assets and liabilities are subject to master netting agreements which are not enforceable in all circumstances, so they are recognised gross in the balance sheet. The offsetting
rights of the master netting arrangements can only be enforced if a predetermined event occurs in the future, such as a counterparty defaulting.

Cash collateral and financial instrument collateral

These amounts are received or pledged under master netting arrangements against the gross amounts of assets and liabilities. Financial instrument collateral typically comprises securities
which can be readily liquidated in the event of counterparty default. The offsetting rights of the master netting arrangement can only be enforced if a predetermined event occurs in the future,

such as a counterparty defaulting.

1. $1,862 million (2019: $2,849 million) of cash collateral on derivative financial assets and reverse repurchase agreements forms part of collateral received as disclosed in the balance sheet. The remainder is included in term

deposits recognised in deposits and other borrowings within Note 16.

2. $4,387 million (2019: $5,469 million) of cash collateral, subject to enforceable netting arrangements with derivative financial liabilities and repurchase agreements, forms part of collateral paid as disclosed in the balance sheet.
The remainder of collateral paid, as disclosed in the balance sheet, consists of $16 million (2019: $18 million) in stock borrowing arrangements and $238 million (2019: $286 million) on futures margin that does not form part of

this column.

3. Gross amounts consist of variation margin held directly with central clearing counterparties and stock borrowing arrangements. Where variation margin is receivable it is reported as part of collateral paid. Where variation margin is

payable it is reported as part of collateral received. Amounts offset relate to variation margin.

4. $2,146 million (2019: $3,338 million) of derivative financial assets and $1,404 million (2019: $2,252 million) of derivative financial liabilities are not subject to enforceable netting arrangements. 2019 gross amounts, net amounts
reported on the balance sheet and net amount were restated to exclude amounts not subject to enforceable netting arrangements.

oo

amortised cost in Note 16.

7. Repurchase agreements form part of other financial liabilities in Note 17.

Reverse repurchase agreements form part of trading securities and financial assets measured at FVIS in Note 10.
Gross amounts consist of debt and interest set-off accounts which meet the requirements for offsetting as described above. These accounts form part of business loans in Note 12 and part of deposits and other borrowings at
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Note 24. Securitisation, covered bonds and other transferred assets

The Group enters into transactions in the normal course of business by which financial assets are transferred to counterparties or structured entities. Depending on the circumstances, these
transfers may result in derecognition of the assets in their entirety, partial derecognition or no derecognition of the assets subject to the transfer. For the Group’s accounting policy on
derecognition of financial assets refer to the notes to the financial statements section before Note 10 titled ‘Financial assets and financial liabilities’.

Securitisation

Securitisation is the transferring of assets (or an interest in either the assets or the cash flows arising from the assets) to a structured entity which then issues the majority of interest
bearing debt securities to third party investors for funding deals and to Westpac for liquidity deals.

Securitisation of its own assets is used by Westpac as a funding and liquidity tool.

For securitisation structured entities which Westpac controls, as defined in Note 31, the structured entities are classified as subsidiaries and consolidated. When assessing whether Westpac
controls a structured entity, it considers its exposure to and ability to affect variable returns. Westpac may have variable returns from a structured entity through ongoing exposures to the risks
and rewards associated with the assets, the provision of derivatives, liquidity facilities, trust management and operational services.

Undrawn funding and liquidity facilities of $492 million (2019: $537 million) were provided by Westpac for the securitisation of its own assets.

Covered bonds

The Group has two covered bond programs relating to Australian residential mortgages (Australian Program) and New Zealand residential mortgages (New Zealand Program). Under these
programs, selected pools of residential mortgages are assigned to bankruptcy remote structured entities which provide guarantees on the payments to bondholders. Through the guarantees
and derivatives with the structured entities, Westpac has variable returns from these structured entities and consolidates them.

Repurchase agreements

Where securities are sold subject to an agreement to repurchase at a predetermined price, they remain recognised in the balance sheet in their original category (i.e. Trading securities or
Investment securities).

The cash consideration received is recognised as a liability (Repurchase agreements). Refer to Note 17 for further details.
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Note 24. Securitisation, covered bonds and other transferred assets (continued)

The following tables present Westpac’s assets transferred and their associated liabilities:

For those liabilities that only have

recourse to the transferred assets:

Carrying Carrying Fair Fair

amount of amount of value of value of Net fair
Consolidated transferred associated transferred associated value
$m assets liabilities assets liabilities position
2020
Securitisation’ 8,029 8,000 8,072 7,994 78
Covered bonds® 43,654 36,051 nla n/a n/a
Repurchase agreements 36,727 27,763 nla n/a n/a
Total 88,410 71,814 8,072 7,994 78
2019
Securitisation’ 8,221 8,190 8,268 8,177 91
Covered bonds? 44,676 38,037 n/a n/a n/a
Repurchase agreements 13,754 10,604 n/a n/a n/a
Total 66,651 56,831 8,268 8,177 91

For those liabilities that only have
recourse to the transferred assets:
Carrying Carrying Fair Fair

amount of amount of value of value of Net fair
Parent Entity transferred associated transferred associated value
$m assets liabilities assets liabilities position
2020
Securitisation’ 141,660 141,000 141,991 138,870 3,121
Covered bonds? 36,689 31,926 n/a n/a n/a
Repurchase agreements 36,727 27,763 n/a n/a n/a
Total 215,076 200,689 141,991 138,870 3,121
2019
Securitisation’ 101,689 101,146 101,871 100,268 1,603
Covered bonds? 37,697 33,160 n/a n/a n/a
Repurchase agreements 13,754 10,604 n/a n/a n/a
Total 153,140 144,910 101,871 100,268 1,603

1. The carrying amount of assets securitised exceeds the amount of notes issued primarily because the carrying amount includes both principal and income received from the transferred assets.
2. The difference between the carrying values of covered bonds and the assets pledged reflects the over-collateralisation required to maintain the ratings of the covered bonds and also additional assets to allow immediate issuance
of additional covered bonds if required. These additional assets can be repurchased by Westpac at its discretion, subject to the conditions set out in the transaction documents.
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INTANGIBLE ASSETS, PROVISIONS, COMMITMENTS AND CONTINGENCIES
Note 25. Intangible assets
Accounting policy

Indefinite life intangible assets

Goodwill
Goodwill acquired in a business combination is initially measured at cost, generally being the excess of:

(i) the consideration paid; over

(ii) the net fair value of the identifiable assets, liabilities and contingent liabilities acquired.

Subsequently, goodwill is not amortised but rather tested for impairment. Impairment is tested at least annually or whenever there is an indication of impairment. An impairment charge is recognised
when a cash generating unit's (CGU) carrying value exceeds its recoverable amount. Recoverable amount means the higher of the CGU'’s fair value less costs to sell and its value-in-use.

The Group’s CGUs represent the smallest identifiable group of assets that generate cash inflows that are largely independent of the cash inflows from other assets or group of assets. They
reflect the level at which the Group monitors and manages its operations.

Brand names

Brand names acquired in a business combination including St.George, BT, BankSA and RAMS, are recognised at cost. Subsequently brand names are not amortised but tested for impairment at
least annually or whenever there is an indication of impairment.

Finite life intangible assets
Finite life intangibles, including computer software and core deposits, are recognised initially at cost and subsequently at amortised cost less any impairment.

Intangible Useful life Depreciation method

Goodwill Indefinite Not applicable

Brand names Indefinite Not applicable

Computer software 3to 10 years Straight-line or the diminishing balance method (using the Sum of

the Years Digits)

Critical accounting assumptions and estimates

Judgement is required in determining the fair value of assets and liabilities acquired in a business combination. A different assessment of fair values would have resulted in a different goodwill balance and
different post-acquisition performance of the acquired entity.

When assessing impairment of intangible assets, significant judgement is needed to determine the appropriate cash flows and discount rates to be applied to the calculations. The significant assumptions
applied to the value-in-use calculations are outlined below.
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Note 25. Intangible assets (continued)

Consolidated Parent Entity
$m 2020 2019 2020 2019
Goodwill
Balance as at beginning of year 8,895 8,890 6,844 6,844
Disposals - - - -
Impairment (498) - (116) -
Other adjustments - 5 - -
Balance as at end of year 8,397 8,895 6,728 6,844
Computer software
Balance as at beginning of year 2,365 2177 2,207 2,014
Additions 1,035 906 955 846
Impairment (171) (25) (165) (25)
Amortisation (799) (694) (731) (628)
Other adjustments - 1 - -
Balance as at end of year 2,430 2,365 2,266 2,207
Cost 7,370 6,395 6,372 5,464
Accumulated amortisation and impairment (4,940) (4,030) (4,106) (3,257)
Carrying amount 2,430 2,365 2,266 2,207
Brand names
Balance as at beginning of year 670 670 636 636
Balance as at end of year 670 670 636 636
Carrying amount 670 670 636 636
Other intangible assets
Balance as at beginning of year 23 26 - -
Impairment (20) - - -
Amortisation 3) 3) - -
Balance as at end of year - 23 - -
Cost 141 144 - -
Accumulated amortisation and impairment (141) (121) - -
Carrying amount - 23 - -
Total intangible assets 11,497 11,953 9,630 9,687
Goodwill has been allocated to the following CGUs":
Consolidated Parent Entity
$m 2020 2019 2020 2019
Consumer 3,359 4,060 3,144 3,144
Business 3,205 3,860 3,022 3,213
Westpac Institutional Bank 487 487 487 487
New Zealand 488 488 - -
Specialist Businesses 858 - 75 -
Total goodwill 8,397 8,895 6,728 6,844

In addition, brand names of $670 million for the Group have been allocated as $382 million to Consumer, $286 million to Business and $2 million to Specialist Businesses as at 30 September
2020 (2019: $382 million to Consumer and $288 million to Business). Brand names of $636 million for the Parent Entity have been allocated as $350 million to Consumer and $286 million to
Business as at 30 September 2020 and 30 September 2019.

1. On 4 May 2020, the Group announced the creation of a new operating segment, Specialist Businesses, which includes businesses that were previously part of Consumer and Business operating segments (refer to Note 2). As a
result, the Group’s CGUs have been reassessed and goodwill reallocated accordingly. This Specialist Businesses segment includes a number of individual CGUs (Superannuation, Platforms, Investments, General Insurance, Life
Insurance, Lenders Mortgage Insurance, and Auto and Vendor Finance) to which goodwill has been allocated. The carrying amount of goodwill allocated to these individual CGUs is not significant compared to total goodwill.
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Note 25. Intangible assets (continued)

Impairment testing and results

Impairment testing is performed at least once a year, or whenever there is an indication of impairment, by comparing the recoverable amount of each CGU with the carrying amount. The primary
test for the recoverable amount is determined based on value-in-use which refers to the present value of expected cash flows under its current use. Fair value less costs to sell was also
considered for those CGUs where value-in-use was lower than carrying value. In these cases, there was no change to the result of the impairment test.

In the current year the Group recognised goodwill impairment of $498 million for the Group and $116 million for the Parent Entity from Specialist Businesses CGUs. The goodwill impairment
recognised for the Life Insurance CGU was $374 million for the Group (Parent Entity: nil) and for the Auto and Vendor Finance CGU was $124 million for the Group (Parent Entity: $116 million).
No goodwill remains for these CGUs.

The impairment of goodwill resulted from our macroeconomic outlook and lower forecast profitability as well as goodwill being allocated at a lower level to individual business levels within the
specialised business division. This allocation reflects the discrete nature of these businesses and the level at which goodwill has been monitored by management.

Significant assumptions used in recoverable amount calculations

The assumptions made for goodwill impairment testing for each relevant significant CGU are provided in the following table and are based on past experience and management’s expectations for
the future. In the current year and given the present economic environment, the Group has reassessed these assumptions and revised them where necessary in order to provide a reasonable
estimate of the value-in-use of the CGUs and Group.

Discount rate Cash flows
Group’s equity rate/ Group’s adjusted pre-tax equity rate Forecast period/ terminal growth rate
2020 2019 2020 2019
Westpac Institutional Bank 11.0% / 14.4% 11.0% /15.7% 5years /2% 2 years / 0%
New Zealand 11.0% / 14.5% 11.0% / 15.3% 3years/ 2% 2 years /0%
All other significant CGUs 11.0% / 15-15.2% 11.0% /15.7% 3years /2% 2 years /0%

The Group discounts the projected cash flows by its adjusted pre-tax equity rate.

The cash flows used are based on management approved forecasts. These forecasts utilise information about current and future economic conditions, observable historical information and
management expectations of future business performance. The terminal value growth rate represents the growth rate applied to extrapolate cash flows beyond the forecast period and reflects the
lower end of the RBA’s target long-term inflation rate band.

For all CGUs other than Westpac Institutional Bank, the recoverability of goodwill is not reliant on any one particular assumption. Refer to the sensitivity analysis below for details regarding
Westpac Institutional Bank.

Sensitivity analysis

The table below shows a sensitivity analysis for Westpac Institutional Bank which has no impairment of goodwill but for which a reasonable possible change in assumptions would result in
impairment. This sensitivity analysis assumes the specific assumption moves in isolation while all other assumptions are held constant and presents the change in key assumptions required to
reduce any headroom to nil. Whilst remaining a good business with a strong franchise, Westpac Institutional Bank’s forecasts are responsive to a decrease in cash flows resulting from increased
impairment from credit losses, higher than forecast expenses, higher capital retention requirements, or from lower than assumed interest margins. To address the uncertainty resulting from these
assumptions, a range of probability weighted scenarios were used to calculate the recoverable amount.

Change required to assumption to reduce headroom to nil

Consolidated and Parent Entity Headroom Increase in discount rate Decrease in cash flows Decrease in terminal
$m (bps) (%) growth rate (bps)

Westpac Institutional Bank 578 56 6.2 76
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Note 26. Lessee disclosures

Accounting policy

Accounting policy for 30 September 2020 under AASB 16

At the lease commencement date (or the inception date for certain leases), a right-of-use (ROU) asset and a lease liability are recognised in the balance sheet for all leases with the exception
of short term leases (12 months or less) and low value leases (underlying asset is less than A$10,000).

ROU asset

The ROU asset is initially measured at cost being the amount of the initial measurement of the lease liability, plus any payments made at or before the commencement date, initial direct costs
and estimated make-good costs, less any lease incentives received. It is subsequently measured at cost less accumulated depreciation and impairment losses. The asset is also adjusted for
any subsequent remeasurement of the lease liability (refer below).

Depreciation expense is recognised in operating expenses on a straight-line basis over the lease term.
Lease liability
The lease liability is initially measured at the present value of the future lease payments using a discount rate based on Westpac's incremental borrowing rate. It is subsequently increased by

interest, reduced by principal payments and remeasured for any reassessment or lease modification.

The lease liability may be remeasured in certain circumstances. For Westpac'’s leases, it is expected that the lease liability will only be required to be remeasured to reflect a change in the
Group’s assessment of the exercise of an extension option (refer below) or for a change in future lease payments for a change in rate or index.

Interest expense is recognised in net interest income on an effective yield basis.
Lease term

Extension options are included in a number of lease contracts. The extension options are only included in the lease term if the lease is reasonably certain to be extended, which is assessed by
the Group at the lease commencement date. The assessment is reviewed if a significant event or significant change in circumstances occurs which affects this assessment and is within the
control of the Group.

A reassessment of the lease term (to determine whether it has become ‘reasonably certain’ that an extension option will be exercised) must be undertaken for each of the Group’s property and
technology leases at a specific point prior to the lease expiry date. The reassessment point, which is generally based on the option exercise window, will vary in each jurisdiction.
Scope exemptions

For certain short-term and low value leases, lease payments are recognised in operating expenses on a straight-line basis over the lease term.

Accounting policy for 30 September 2019 under AASB 117
An operating lease under AASB 117 is a lease where substantially all of the risks and rewards of the leased assets remain with the lessor.

Where the Group is the lessee, lease rentals payable are recognised as an expense in the income statement on a straight-line basis over the lease term unless another systematic basis is
more appropriate.
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Note 26. Lessee disclosures (continued)

Westpac leases various commercial and retail premises and related property and equipment. The ROU asset recognised as a result of these lease arrangements is included in property and

equipment in the balance sheet and detailed in the following table:
ROU assets

$m Property Other

Total

Consolidated
Balance at 30 September 2019 - -

Impact on adoption of AASB 16 2,686 492 3,178
Restated opening balance 2,686 492 3,178
Additions 354 16 370
Depreciation (506) (124) (630)
Other - - -
Balance at 30 September 2020 2,534 384 2,918
Parent Entity

Balance at 30 September 2019 - - -
Impact on adoption of AASB 16 2,432 456 2,888
Restated opening balance 2,432 456 2,888
Additions 319 16 335
Depreciation (455) (112) (567)
Other (5) 1 (@)
Balance at 30 September 2020 2,291 361 2,652

Lease liabilities
Lease liabilities included in other liabilities in the balance sheet were:

$m Consolidated Parent Entity
Lease liabilities - property 2,538 2,309
Lease liabilities - other 387 363
Total lease liabilities as at 30 September 2020 2,925 2,672

The following table presents the future contractual undiscounted cash flows relating to lease liabilities by remaining contractual maturity based on the requirements AASB 16 applicable for the

current period:

$m Consolidated Parent Entity
Up to one year 568 515
Over 1 year to 5 years 1,537 1,415
Over 5 years 1,101 997
Total undiscounted lease liabilities as at 30 September 2020 3,206 2,927

As comparatives have not been restated on the adoption of AASB 16, the table below presents the operating lease commitments by remaining contractual maturity based on the requirements of

AASB 117 applicable for the prior year:

$m Consolidated Parent Entity
Up to one year 608 555
Over 1 year to 5 years 1,716 1,583
Over 5 years 1421 1,305
Total undiscounted lease liabilities as at 30 September 2019 3,745 3,443

The total cash outflow for the year ended 30 September 2020 for leases was $607 million for Group and $555 million for Parent Entity.
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Note 27. Provisions, contingent liabilities, contingent assets and credit commitments

Accounting policy

Provisions

Provisions are recognised for present obligations arising from past events where a payment (or other economic transfer) is likely to be necessary to settle the obligation and can be reliably
estimated.

Employee benefits — long service leave provision

Long service leave is granted to certain employees in Australia and New Zealand. The provision is calculated based on the expected payments. When payments are expected to be more than
one year in the future, the payments factor in expected employee service periods and average salary increases which are then discounted.

Employee benefits — annual leave and other employee benefits provision

The provision for annual leave and other employee benefits (including wages and salaries, inclusive of non-monetary benefits, and any associated on-costs (e.g. payroll tax)) is calculated
based on expected payments.

Provision for impairment on credit commitments

The Group is committed to provide facilities and guarantees as explained below. If it is probable that a facility will be drawn and the resulting asset will be less than the drawn amount then a
provision for impairment is recognised. The provision for impairment is calculated using the same methodology as the provision for ECL (refer to Note 13).

Cc li: R lation and R diation provisions

P 9

The compliance, regulation and remediation provisions relate to matters of potential misconduct in providing services to our customers identified both as a result of regulatory action and
internal reviews. An assessment of the likely cost to the Group of these matters (including applicable customer refunds) is made on a case-by-case basis and specific provisions are made
where appropriate.

Contingent liabilities

Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain future events, and present obligations where the transfer of economic resources is not
probable or cannot be reliably measured. Contingent liabilities are not recognised in the balance sheet but are disclosed unless the outflow of economic resources is remote.

Undrawn credit commitments

The Group enters into various arrangements with customers which are only recognised in the balance sheet when called upon. These arrangements include commitments to extend credit, bill
endorsements, financial guarantees, standby letters of credit and underwriting facilities.

Contingent assets

Contingent assets are possible assets whose existence will be confirmed only by uncertain future events. Contingent assets are not recognised in the balance sheet but are disclosed if an
inflow of economic benefits is probable.

Critical accounting assumptions and estimates

The financial reporting of provisions for litigation and non-lending losses and for compliance, regulation and remediation matters involves a significant degree of judgement in relation to
identifying whether a present obligation exists and also in estimating the probability, timing, nature and quantum of the outflows that may arise from past events. These judgements are made
based on the specific facts and circumstances relating to individual events. Specific judgements in respect of material items are included in the discussion below.

Provisions carried for long service leave are supported by an independent actuarial report.
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Note 27. Provisions, contingent liabilities, contingent assets and credit commitments (continued)

Provisions
Annual
leave Litigation Provision for Compliance,
Long and other and non- impairment Lease regulation and
service employee lending on credit restoration Restructuring remediation
$m leave benefits losses i igatis provisi provisions Total
Consolidated
Balance at 30 September 2019 456 614 38 305 24 160 1,572 3,169
Additions 95 795 1,391 225 197 126 1,107 3,936
Utilisation (40) (794) (46) - (12) (110) (567) (1,569)
Reversal of unutilised provisions - (19) 9) - 1) - (217) (246)
Other - - 3) - - - - (3)
Balance at 30 September 2020 511 596 1,371 530 208 176 1,895 5,287
Parent Entity
Balance at 30 September 2019 428 557 23 275 24 160 1,513 2,980
Additions 92 749 1,358 204 166 92 1,052 3,713
Utilisation (38) (747) (34) - (10) (110) (537) (1,476)
Reversal of unutilised provisions - (19) 3) - Q) - (210) (233)
Other - - (1) - - - - (1)
Balance at 30 September 2020 482 540 1,343 479 179 142 1,818 4,983

Legislative liabilities

The Group had the following assessed liabilities as at 30 September 2020:

*  $22 million (2019: $22 million) based on an actuarial assessment as a self-insurer under the Workers’ Compensation Act 1987 and the Workplace Injury Management and Workers
Compensation Act 1998 (New South Wales);

« $7 million (2019: $7 million) based on actuarial assessment as a self-insurer under the Accident Compensation Act 1985 (Victoria);

+ $6 million (2019: $6 million) based on actuarial assessment as a self-insurer under the Workers’ Rehabilitation and Compensation Act 1986 (South Australia);

+ $1 million (2019: $1 million) based on an actuarial assessment as a self-insurer under the Workers’ Compensation and Rehabilitation Act 2003 (Queensland);

« $Nil (2019: $nil) based on an actuarial assessment as a self-insurer under the Workers’ Compensation Act 1951 (Australian Capital Territory);

+ $1 million (2019: $1 million) based on an actuarial assessment as a self-insurer under the Workers’ Compensation and Injury Management Act 1981 (Western Australia); and

+ $1 million (2019: $1 million) based on an actuarial assessment as a self-insurer under the Workers’ Rehabilitation and Compensation Act 1988 (Tasmania).

Adequate provision has been made for these liabilities in the provision for annual leave and other employee benefits above.

Provisions
Litigation and non-lending loss provisions

A provision for a penalty in relation to the AUSTRAC civil proceedings.

On 24 September 2020, Westpac announced that it had reached an agreement with AUSTRAC to resolve the civil penalty proceedings commenced by AUSTRAC on 20 November 2019, subject
to Court approval. Under the agreement, the parties agreed to file with the Court a Statement of Agreed Facts and Admissions, and to recommend to the Court that Westpac pay a civil penalty of
$1.3 billion in relation to the admitted contraventions of the AML/CTF Act. Westpac also agreed to pay AUSTRAC's legal costs of $3.75 million. The settlement was approved by the Court on 21
October 2020 and the penalty and AUSTRAC's legal costs are to be paid within 28 calendar days of this date.

In light of the above developments, Westpac has increased the provision in respect of the penalty from $900 million provided for in the First Half 2020 results to $1.3 billion and has also provided
for AUSTRAC's legal costs.
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Westpac is defending a class action proceedings filed by Phi Finney McDonald in Australia relating to market disclosure issues connected to Westpac’s monitoring of financial crime over the
relevant period and matters which are the subject of the recent AUSTRAC proceedings. The claims are brought on behalf of certain shareholders who acquired an interest in Westpac securities
between 16 December 2013 and 19 November 2019. It does not identify the amount of any damages sought, however given the time period in question and the nature of the claims it is likely that
the damages which will be alleged will be significant. No provision has been recognised in relation to this potential exposure.

Compliance, regulation and remediation provisions

Provisions for the Full Year 2020 in respect of compliance, regulation and remediation include:

. estimated customer refunds associated with certain ongoing advice service fees charged by the Group’s salaried financial planners;

+  estimated customer refunds associated with certain ongoing advice service fees charged by authorised representatives of the Group’s wholly owned subsidiaries Securitor Financial Group
Limited (Securitor) and Magnitude Group Pty Ltd (Magnitude);

. refunds for certain Consumer and Business customers that had interest only loans that did not automatically switch, when required, to principal and interest loans; and

. refunds to certain customers who were provided with business loans where they should have been provided with loans covered by the National Consumer Credit Protection Act 2009 (Cth).

Certain compliance, regulation and remediation provisions are described further as follows:
Estimated customer refunds associated with certain ongoing advice service fees charged by the Group’s salaried financial planners

At balance date, Westpac has a provision of $112 million for customer refunds associated with certain ongoing advice service fees charged by the Group'’s salaried financial planners during the
period 2008 to 2018. A number of estimates and judgements continue to be applied in measuring the provision at FY20. The provision includes estimated interest and estimated program costs.

Ongoing advice service fees charged by authorised representatives of Securitor and Magnitude.

At balance date, Westpac has a provision of $646 million relating to estimated customer remediation costs (including interest on refunded fees and additional costs to run the remediation
program) where customers of authorised representatives of the Group’s wholly owned subsidiaries Securitor and Magnitude paid ongoing advice service fees to those representatives and where
it is not clear that the services were provided. The ongoing advice service fees were charged during the period from 2008 to 2018. At balance date, A number of estimates and judgements
continue to be applied in measuring the provision at 30 September 2020.

It is possible that the final outcome could be below or above the provision, if the actual outcome differs from the assumptions used in estimating the provision. Remediation processes may change
over time as further facts emerge and such changes could result in a change to the final exposure.

Restructuring provisions
The Group carries restructuring provisions in relation to changes in business restructures primarily for separation and redundancy costs.

Lease restoration obligations
The addition to the lease restoration provision reflects a reassessment of the cost of making good leasehold premises at the end of the Group’s property leases. The increase in the expected
make-good cost has been treated as an addition to the right-of-use asset and is being depreciated over the remaining life of those assets.

Contingent liabilities
Contingent liabilities are possible obligations whose existence will be confirmed only by uncertain future events and present obligations where the transfer of economic resources is not probable
or cannot be reliably measured. Contingent liabilities are not recognised on the balance sheet but are disclosed unless the outflow of economic resource is remote.

Regulatory investigations, reviews and inquiries

Regulators, statutory authorities and other bodies routinely conduct investigations, reviews and inquiries involving the financial services sector, both in Australia and overseas. These regulatory
actions may consider a range of subject matter, and in Australia, a number of regulatory investigations and reviews are currently considering potential misconduct in credit and financial services.
Domestic regulators such as ASIC, APRA, ACCC, AUSTRAC, the OAIC, the ATO and the Fair Work Ombudsman, as well as certain international regulators such as the Reserve Bank of New
Zealand, Financial Markets Authority in New Zealand, Hong Kong Monetary Authority, Monetary Authority of Singapore and National Futures Association are also currently conducting
investigations (some of which are industry-wide) involving the Group.

Two specific areas of investigation undertaken by ASIC are:
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. Ongoing advice services — A current set of regulatory actions involve investigations by ASIC into alleged ‘fee for no service’ activity. The first relates to ongoing advice services provided by
the Group’s former salaried financial planners and by authorised representatives of the Group’s wholly owned subsidiaries Securitor and Magnitude and whether the corresponding ongoing
advice was provided in all circumstances. The second relates to advice service fees charged or deducted from some customer accounts (including platform and superannuation accounts)
following the death of the relevant account holder. ASIC’s investigations relate to the periods between 2010 and 2019.

ASIC commenced both of these investigations in 2019 and is examining a range of matters, including whether Westpac had appropriate systems and processes in place to ensure that
customers received the advice services that they had paid for, and the processes for ensuring ongoing fees were terminated quickly enough following the death of some members. The
Group is continuing to cooperate fully with ASIC’s investigations and remediate affected accounts where appropriate. To date, ASIC has commenced a number of civil penalty proceedings
against other financial entities in relation to fee for no service activity.

. Consumer credit insurance - ASIC is also investigating Westpac’s past sales practices in relation to Consumer Credit Insurance (CCl). This investigation follows ASIC’s industry-wide review
of CCl sales practices between the period 2011 and 2018.

Westpac ceased selling CCI products in branch and contact centre channels in November 2018, and ceased online sales in June 2019. ASIC’s investigation is a separate matter to the
Federal Court class action proceedings commenced against Westpac, Westpac General Insurance Limited and Westpac Life Insurance Services Limited. Further information about this class
action is set out in the ‘Litigation’ section below.

In addition, there are investigations covering a range of other matters (some of which are industry-wide) that involve or may involve the Group in the future, including:
«  the provision of financial advice, including whether personal advice obligations have been complied with and the conduct of financial planners;

« financial markets conduct, including market activity prior to entering into interest rate swaps with certain customers; Westpac'’s practices relating to selling unsecured debt; and the adequacy
of fee disclosure charged for our products and services; and

. other areas such as responsible lending, residential mortgages, credit portfolio management, general insurance, the provision of superannuation (including insurance in superannuation),
privacy and information governance, competition law conduct and anti-money laundering and counter-terrorism financing processes and procedures.

The Group has not received any indication of what (if any) action regulators will take following the conclusion of the investigations set out above. No provisions have yet been made in relation to
any financial penalty that might arise in the event that regulators were to pursue enforcement proceedings, as any potential future liability of that kind cannot be reliably estimated at this time.

These investigations may result in litigation (including class action proceedings), fines and penalties, infringement notices, enforceable undertakings, imposition of capital requirements, licence
revocation or variation, or other action being taken by regulators or other parties. Given the size of Westpac, these investigations have in some instances resulted, and could in the future result, in
findings of a significant number of breaches of obligations. This in turn could lead to significant financial and other penalties.

Litigation

There are ongoing Court proceedings, claims and possible claims for and against the Group. Contingent liabilities exist in respect of actual and potential claims and proceedings, including those
listed below. An assessment of the Group’s likely loss has been made on a case-by-case basis for the purpose of the financial statements but cannot always be reliably estimated, including in
relation to those listed below. Except as otherwise stated, no provision has been recognised in relation to the matters below because liability is not certain and cannot be reliably estimated.

Regulatory litigation

+  On 22 December 2016, ASIC commenced Federal Court proceedings against BT Funds Management Limited (BTFM) and Westpac Securities Administration Limited (WSAL) in relation to a
number of superannuation account consolidation campaigns conducted between 2013 and 2016. The litigation has recently gone through an appeal process, with the most recent appeal
being brought by Westpac in the High Court of Australia. The judgment will relate to whether BTFM and WSAL each provided personal advice on relevant telephone calls made to 14 of the
15 specific customers (who were the focus of the claim) and consequentially contravened the Corporations Act 2001 (Cth) (including section 912A(1)(a)).

«  On 20 August 2020, ASIC commenced proceedings in the Federal Court against BTFM and Asgard Capital Management Limited (ACML), in relation to an issue that was a case study in the
Financial Services Royal Commission. The allegations concern the inadvertent charging of financial adviser fees to 404 customers totalling $130,006 after a request had been made to
remove the financial adviser from the customers’ accounts. The issue was self-reported to ASIC in 2017 and customers have been remediated. BTFM and ACML accept the allegations
made by ASIC and do not intend to defend the proceedings. Westpac is now working through the relevant Court procedural steps to try to bring the matter to a resolution.
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Class actions
The Group is currently defending the following five class actions:

+  On 12 October 2017, a class action against Westpac and Westpac Life Insurance Services Limited (WLIS) was filed in the Federal Court of Australia. The class action was filed on behalf of
customers who, since February 2011, obtained insurance issued by WLIS on the recommendation of financial advisers employed within the Westpac Group. The plaintiffs have alleged that
aspects of the financial advice provided by those advisers breached fiduciary and statutory duties owed to the advisers’ clients, including the duty to act in the best interests of the client, and
that WLIS was knowingly involved in those alleged breaches. The matter has been set down for an initial trial in May 2021. The damages sought are unspecified.

+  On 5 September 2019, a class action against BTFM and WLIS was commenced in the Federal Court of Australia in relation to aspects of BTFM’s BT Super for Life cash investment option.
The claim follows other industry class actions. It is alleged that BTFM failed to adhere to a number of obligations under the general law, the relevant trust deed and the Superannuation
Industry (Supervision) Act 1993 (Cth), and that WLIS was knowingly concerned with BTFM'’s alleged contraventions. The damages sought are unspecified.

+  Aclass action proceeding was commenced in December 2019 in the Federal Court of Australia, on behalf of certain investors who acquired an interest in Westpac securities between 16
December 2013 and 19 November 2019. The proceeding involves allegations relating to market disclosure issues connected to Westpac’s monitoring of financial crime over the relevant
period and matters which are the subject of the recent AUSTRAC proceedings. The damages sought are unspecified. However, given the time period in question and the nature of the claims
it is likely that the damages which will be alleged will be significant.

+  On 28 February 2020, a class action was commenced against Westpac, Westpac General Insurance Limited and WLIS in the Federal Court of Australia in relation to Westpac's sale of CCI.
The claim follows other industry class actions. It is alleged that the three entities failed to adhere to a number of obligations in selling CCl in conjunction with credit cards, personal loans and
flexi loans. The damages sought are unspecified. Westpac no longer sells CCI products.

+ On 16 July 2020, a class action was commenced against Westpac and St George Finance Limited (SGF) in the Supreme Court of Victoria in relation to flex commissions paid to auto dealers
from 1 March 2013 to 31 October 2018. This proceeding is one of two class actions commenced against a number of lenders in the auto finance industry. It is alleged that Westpac and SGF
are liable for the unfair conduct of dealers acting as credit representatives and engaged in misleading or deceptive conduct. The damages sought are unspecified. Another law firm publicly
announced in July 2020 that it is preparing to commence a class action against Westpac entities for similar conduct. Westpac has not paid flex commissions since 1 November 2018
following an industry-wide ban issued by ASIC.

Westpac is aware from media reports and other publicly available material that other class actions against Westpac entities are being investigated. In July 2020, one law firm publicly stated that it
intends to commence a class action against BTFM alleging that since 2014, BTFM did not act in the best interests of members of certain superannuation funds when obtaining group insurance
policies. In August 2020, another law firm announced that it is investigating claims on behalf of persons who in the past 6 years acquired, renewed or continued to hold a financial product
(including life insurance) on the advice or recommendation of a financial adviser from Magnitude, Securitor or Westpac. Westpac does not have any further information about the proposed claims
beyond the public statements issued by the law firms involved.

Internal reviews and remediation

As in prior periods, Westpac is continuing to undertake a number of reviews to identify and resolve prior issues that have the potential to impact our customers and reputation. These internal
reviews continue to identify a number of issues in respect of which we are taking steps or will take steps to put things right so that our customers are not at a disadvantage from certain past
practices, including making compensation/remediation payments to customers and providing refunds where identified. These issues include compliance with lending obligations (including
responsible lending) which is an area of industry focus, the provision of credit in accordance with the National Consumer Credit Protection Act 2009 (Cth), the charging of certain Wealth fees, the
processing of corporate actions, reviewing third party remuneration arrangements and the way some product terms and conditions are operationalised. By undertaking these reviews we can also
improve our processes and controls.

An assessment of the Group’s likely loss has been made on a case-by-case basis for the purpose of the financial statements but cannot always be reliably estimated. Contingent liabilities may
exist in respect of actual or potential claims (which could be brought by customers or regulators), compensation/remediation payments and/or refunds identified as part of these reviews.
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Australian Financial Complaints Authority

Contingent liabilities may also exist in relation to customer complaints brought before the Australian Financial Complaints Authority (AFCA). AFCA has the power to make determinations about
complaints and can award compensation up to certain thresholds. AFCA has a broader jurisdiction than previous dispute resolution bodies which it has replaced and, up until 30 June 2020, could
also consider customer complaints dating back to 1 January 2008.

Financial Claims Scheme

Under the Financial Claims Scheme (FCS), the Australian Government provides depositors a free guarantee of deposits in eligible ADIs up to and including $250,000. The FCS applies to an
eligible ADI if APRA has applied for the winding up of the ADI and the responsible Australian Government minister has declared that the FCS applies to the ADI.

The Financial Claims Scheme (ADIs) Levy Act 2008 provides for the imposition of a levy to fund the excess of certain APRA FCS costs connected to an ADI, including payments by APRA to
deposit holders in a failed ADI. The levy would be imposed on liabilities of eligible ADIs to their depositors and cannot be more than 0.5% of the amount of those liabilities. A contingent liability
may exist in respect of any levy imposed under the FCS.

Contingent tax risk

Tax and regulatory authorities in Australia and in other jurisdictions are reviewing the taxation treatment of certain transactions (both historical and present-day transactions) undertaken by the
Group in the course of normal business activities and the claiming of tax incentives and indirect taxes such as GST. The Group also responds to various notices and requests for information it
receives from tax and regulatory authorities.

These reviews, notices and requests may result in additional tax liabilities (including interest and penalties).
The Group has assessed these and other taxation claims arising in Australia and elsewhere, including seeking independent advice.

Settlement risk

The Group is subject to a credit risk exposure in the event that another counterparty fails to settle for its payments clearing activities (including FX). The Group seeks to minimise credit risk arising
from settlement risk in the payments system by aligning our processing method with the legal certainty of settlement in the relevant clearing mechanism.

Parent Entity guarantees and undertakings

The Parent Entity makes the following guarantees and undertakings to subsidiaries:

. letters of comfort for certain subsidiaries which recognise that Westpac has a responsibility that those subsidiaries continue to meet their obligations; and

+  guarantees to certain wholly owned subsidiaries which are Australian financial services or credit licensees to comply with legislative requirements. Each guarantee is capped at $40 million
per year and can only be utilised if the entity concerned becomes legally obliged to pay for a claim under the relevant licence. The Parent Entity has a right to recover any funds payable
under the guarantees from the relevant subsidiary.
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Undrawn credit commitments

The Group enters into various arrangements with customers which are only recognised in the balance sheet when called upon. These arrangements include commitments to extend credit, bill
endorsements, financial guarantees, standby letters of credit and underwriting facilities.

They expose the Group to liquidity risk when called upon and also to credit risk if the customer fails to repay the amounts owed at the due date. The maximum exposure to credit loss is the
contractual or notional amount of the instruments. Some of the arrangements can be cancelled by the Group at any time and a significant portion is expected to expire without being drawn. The
actual liquidity and credit risk exposure varies in line with amounts drawn and may be less than the amounts disclosed.

The Group uses the same credit policies when entering into these arrangements as it does for on-balance sheet instruments. Refer to Note 21 for further details of liquidity risk and credit risk
management.

Undrawn credit commitments excluding derivatives are as follows:

Consolidated Parent Entity

$m 2020 2019 2020 2019
Und 1 credit

Letters of credit and guarantees’ 12,610 15,150 12,069 14,583

Commitments to extend credit? 184,064 176,002 159,644 153,716

Other 267 188 266 188
Total undrawn credit commitments 196,941 191,340 171,979 168,487
Consolidated 2020 Up to Over 1 year Over 3 years Over
$m 1 year to 3 years to 5 years 5 years Total
Letters of credit and guarantees 5,909 3,709 492 2,500 12,610
Commitments to extend credit 71,350 33,832 13,428 65,454 184,064
Other - - 67 200 267
Total undrawn credit commitments 77,259 37,541 13,987 68,154 196,941

Contingent assets
The credit commitments shown in the table above also constitute contingent assets. These commitments would be classified as loans in the balance sheet on the contingent event occurring.

1. Standby letters of credit are undertakings to pay, against presentation documents, an obligation in the event of a default by a customer. Guarantees are unconditional undertakings given to support the obligations of a customer to
third parties. The Group may hold cash as collateral for certain guarantees issued.

2. Commitments to extend credit include all obligations on the part of the Group to provide credit facilities. As facilities may expire without being drawn upon, the notional amounts do not necessarily reflect future cash requirements. In
addition to the commitments disclosed above, at 30 September 2020, the Group had offered $4.9 billion (2019: $5.0 billion) of facilities to customers, which had not yet been accepted.
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Accounting policy

Share capital

Ordinary shares are recognised at the amount paid up per ordinary share, net of directly attributable issue costs. Treasury shares are shares in the Parent Entity, purchased by the Parent
Entity or other entities within the Group. These shares are adjusted against share capital as the net of the consideration paid to purchase the shares and, where applicable, any consideration
received from the subsequent sale or reissue of these shares.

Non-controlling interests
Non-controlling interests represent the share in the net assets of subsidiaries attributable to equity interests that are not owned directly or indirectly by the Parent Entity.

Reserves

Foreign currency translation reserve

Exchange differences arising on translation of the Group’s foreign operations, and any offsetting gains or losses on hedging the net investment are reflected in the foreign currency translation
reserve. A cumulative credit balance in this reserve would not normally be regarded as being available for payment of dividends until such gains are realised and recognised in the income
statement on sale or disposal of the foreign operation.

Debt securities at FVOCI reserve (30 September 2019 onwards - AASB 9)

This reserve was established on adoption of AASB 9 and comprises the changes in fair value of debt securities measured at FVOCI (except for interest income, impairment charges and FX
gains and losses which are recognised in the income statement), net of any related hedge accounting adjustments and tax. These changes are transferred to non-interest income in the income
statement when the asset is disposed.

Equity securities at FVOCI reserve (30 September 2019 onwards - AASB 9)

This reserve was established on adoption of AASB 9 and comprises the changes in fair value of equity securities measured at FVOCI, net of tax. These changes are not transferred to the
income statement when the asset is disposed.

Available-for-sale securities reserve (30 September 2018 - AASB 139)

This comprises the changes in the fair value of available-for-sale financial securities (including both debt and equity securities), net of any related hedge accounting adjustments and tax. These
changes were transferred to non-interest income in the income statement when the asset is either disposed of or impaired. This reserve was closed on the adoption of AASB 9 and the closing
balance was allocated to the debt securities at FVOCI reserve and equity securities at FVOCI reserve noted above for the relevant securities.

Cash flow hedge reserve
This comprises the fair value gains and losses associated with the effective portion of designated cash flow hedging instruments, net of tax.

Share-based payment reserve
This comprises the fair value of equity-settled share-based payments recognised as an expense.

Other reserves

Other reserves for the Parent Entity relates to certain historic internal group restructurings performed at fair value. The reserve is eliminated on consolidation.

Other reserves for the Group consist of transactions relating to changes in the Parent Entity’s ownership of a subsidiary that do not result in a loss of control.

The amount recorded in other reserves reflects the difference between the amount by which NCI are adjusted and the fair value of any consideration paid or received.
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Consolidated Parent Entity
$m 2020 2019 2020 2019
Share capital
Ordinary share capital, fully paid 40,509 37,508 40,509 37,508
Treasury shares held for RSP’ (618) (572) (618) (572)
Other treasury shares held? 55 19 ) 3)
Total treasury shares held (563) (553) (621) (575)
Total share capital 39,946 36,955 39,888 36,933
NCI 51 53 - -

Ordinary shares

Westpac does not have authorised capital and the ordinary shares have no par value. Ordinary shares entitle the holder to participate in dividends and, in the event of Westpac winding up, to a
share of the proceeds in proportion to the number of and amounts paid on the shares held.

Each ordinary share entitles the holder to one vote, either in person or by proxy, at a shareholder meeting.

Reconciliation of movement in number of ordinary shares

Consolidated and Parent Entity

(number) 2020 2019
Opening balance 3,489,928,773 3,434,796,711
Share issuances® 110,919,861 -
Dividend reinvestment plan“ 10,836,236 55,132,062
Closing balance 3,611,684,870 3,489,928,773

Ordinary shares purchased and sold on market

2020

Consolidated and Parent Entity Number Average Price ($)
For share-based payment arrangements:

Employee share plan (ESP) 931,524 26.46

RSP® 1,931,521 24.06

Westpac Performance Plan (WPP) - share rights exercised 175,957 26.00
As treasury shares:

Treasury shares purchased 114,376 24.52

Treasury shares sold (1,835,908) 20.23
Net number of ordinary shares purchased/(sold) on market 1,317,470

For details of the share-based payment arrangements refer to Note 33.

2020: 4,588,277 unvested shares held (2019: 4,784,213).

2020: Nil shares held (2019: 1,721,532).

The average price per share for the share issuance was $24.81.

The price per share for the issuance of shares in relation to the dividend reinvestment plan for the 2019 final dividend was $25.17 (2019: 2019 interim dividend was $27.36 and 2018 final dividend was $25.82).
Ordinary shares allocated to employees under the RSP are classified as treasury shares until the shares vest.

abrwON =
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Reconciliation of movement in reserves

Consolidated

Parent Entity

$m 2020 2019 2020 2019
Available-for-sale securities reserve
Balance as at beginning of year - 37 - 24
Impact on adoption of AASB 9 - (37) - (24)
Balance as at end of year - - - -
Debt securities at FVOCI reserve
Balance as at beginning of year (22) - (25) -
Impact on adoption of AASB 9 - 33 - 25
Net gains/(losses) from changes in fair value 360 (47) 292 (40)
Income tax effect (96) 12 (77) 10
Transferred to income statements (79) (29) (79) (29)
Income tax effect 15 8 15 8
Loss allowance on debt securities measured at FVOCI 2 - 2 -
Exchange differences 3) 1 3) 1
Balance as at end of year 177 (22) 125 (25)
Equity securities at FVOCI reserve
Balance as at beginning of year 17 (U] -
Impact on adoption of AASB 9 - 6 - 1
Net gains/(losses) from changes in fair value (21) 1 1 2)
Balance as at end of year (4) 17 - )
Share-based payment reserve
Balance as at beginning of year 1,642 1,534 1,533 1,425
Share-based payment expense 78 108 78 108
Balance as at end of year 1,720 1,642 1,611 1,533
Cash flow hedge reserve
Balance as at beginning of year (129) (125) (65) (69)
Net gains/(losses) from changes in fair value (95) (203) (28) (121)
Income tax effect 28 60 9 36
Transferred to income statements 218 197 150 128
Income tax effect (64) (58) (46) (39)
Balance as at end of year (42) (129) 20 (65)
Foreign currency translation reserve
Balance as at beginning of year (179) (351) (145) (307)
Exchange differences on translation of foreign operations 177) 311 (148) 214
Gains/(losses) on net investment hedges 9 (129) 17 (52)
Transferred to income statements 55 (10) 55} -
Balance as at end of year (292) (179) (221) (145)
Other reserves
Balance as at beginning of year (18) (18) 41 41
Transactions with owners 3 - = -
Balance as at end of year (15) (18) a4 41
Total reserves 1,544 1,311 1,576 1,338
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APRA measures an ADI’s regulatory capital using three measures:

Level of capital Definition

Common Equity Tier 1 Capital (CET1) Comprises the highest quality components of capital that consists of paid-up share capital, retained profits and certain reserves, less
certain intangible assets, capitalised expenses and software, and investments and retained profits in insurance and funds management
subsidiaries that are not consolidated for capital adequacy purposes.

Tier 1 Capital The sum of CET1 and AT1 Capital. AT1 Capital comprises high quality components of capital that consist of certain securities not
included in CET1, but which include loss absorbing characteristics.
Total Regulatory Capital The sum of Tier 1 Capital and Tier 2 Capital. Tier 2 Capital includes subordinated instruments and other components of capital that, to

varying degrees, do not meet the criteria for Tier 1 Capital, but nonetheless contribute to the overall strength of an ADI and its capacity
to absorb losses.

Under APRA’s Prudential Standards, Australian ADIs, including Westpac, are required to maintain a minimum CET1 ratio of at least 4.5%, Tier 1 Capital ratio of at least 6.0% and Total
Regulatory Capital ratio of at least 8.0%. APRA may also require ADIs, including Westpac, to meet Prudential Capital Requirements (PCRs) above the minimum capital ratios. APRA does not
allow the PCRs for individual ADls to be disclosed.

APRA also requires ADlIs to hold additional CET1 buffers comprising of:

« acapital conservation buffer (CCB) of 3.5% for ADIs designated by APRA as domestic systemically important banks (D-SIBs) unless otherwise determined by APRA, which includes a 1.0%
surcharge for D-SIBs. APRA has determined that Westpac is a D-SIB; and

« acountercyclical capital buffer. The countercyclical buffer is set on a jurisdictional basis and APRA is responsible for setting the requirement in Australia. The countercyclical buffer
requirement is currently set to zero for Australia and New Zealand.

Collectively, the above buffers are referred to as the “Capital Buffer” (CB). Should the CET1 capital ratio fall within the capital buffer range restrictions on the distributions of earnings will apply.

This includes restrictions on the amount of earnings that can be distributed through dividends, AT1 Capital distributions and discretionary staff bonuses.

APRA announcements on capital

On 29 July 2020, APRA released further capital management guidance for ADIs'. This guidance included APRA’s expectation that for 2020, ADIs will retain at least half of their earnings,

actively use dividend reinvestment plans (DRPs) and/or other capital management initiatives to at least partially offset the diminution in capital from distributions and conduct regular stress

testing to inform decision-making and demonstrate ongoing lending capacity. APRA also committed to ensuring that any rebuild of capital buffers, if required, will be conducted in a gradual

manner. APRA noted that the implementation of the Basel Ill capital reforms, which will embed the ‘unquestionably strong’ level of capital in the framework, has been postponed to 1 January

2023.

Further details of APRA’s regulatory changes are set out in the Significant Developments section of the 2020 Annual Report.
Capital management strategy

Westpac's approach to capital management seeks to ensure that it is adequately capitalised as an ADI. Westpac evaluates its approach to capital management through the Internal Capital
Adequacy Assessment Process (ICAAP), the key features of which include:

« the development of a capital management strategy, including consideration of regulatory minimums, capital buffers and contingency plans;

« consideration of both regulatory and economic capital requirements;

« astress testing framework that challenges the capital measures, coverage and requirements including the impact of adverse economic scenarios; and
« consideration of the perspective of external stakeholders including rating agencies as well as equity and debt investors.

During the period of disruption caused by COVID-19, Westpac is operating with the following principles in relation to capital:

« prioritise maintaining capital strength;

« retain capital to absorb further downside on credit quality and acknowledge a high degree of uncertainty regarding the length and depth of this stress;
« allow for capital flexibility to support lending to customers; and

« inline with APRA guidance, Westpac will seek to maintain a buffer above the regulatory minimum (currently at least 8% for D-SIBs including Westpac) and may utilise some of the
“unquestionably strong” buffer. At 30 September 2020, the CET1 buffer above the regulatory minimum of 8% is $13.7 billion.

1. Letter to Authorised Deposit Taking Institutions - Capital Management, 29 July 2020.
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These principles take into consideration:

« current regulatory capital minimums and the capital conservation buffer (CCB), which together are the Total CET1 Requirement. In line with the above, the Total CET1 Requirement for
Westpac is at least 8.0%, based upon an industry minimum CET1 requirement of 4.5% plus a capital buffer of at least 3.5% applicable to D-SIBs"?;

« stress testing to calibrate an appropriate buffer against a downturn; and

« quarterly volatility of capital ratios due to the half yearly cycle of ordinary dividend payments.

Westpac will revise its target capital levels once the medium to longer term impacts of COVID-19 are clearer and APRA’s review of the capital adequacy framework is finalised.

Note 30. Dividends

Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Dividends not recognised at year end
Since year end the Directors have proposed the following dividends:
Final dividend 31 cents per share (2019: 80 cents, 2018: 94 cents) all fully franked at 30% 1,120 2,791 3,227 1,120 2,792
Total dividends not recognised at year end 1,120 2,791 3,227 1,120 2,792

Shareholders can choose to receive their dividends as cash or reinvest for an equivalent number of shares under the Dividend Reinvestment Plan (DRP).

The Board has decided to issue new shares to satisfy the DRP for the 2020 final dividend and to apply a 1.5% discount to the market price used to determine the number of shares issued
under the DRP. The market price used to determine the number of shares issued under the DRP will be set over the 15 trading days commencing 17 November 2020.

Westpac has also entered into an agreement to underwrite the DRP to the full amount of the 2020 final dividend.
Details of dividends recognised during the year are provided in the statement of changes in equity.

Australian franking credits
Australian franking credits available to the Parent Entity for subsequent years are $3,448 million (2019: $1,558 million, 2018: $1,357 million). This is calculated as the year end franking credit
balance, adjusted for the Australian current tax liability and the proposed 2020 final dividend.

New Zealand imputation credits

New Zealand imputation credits of NZ$0.07 (2019: NZ$0.07, 2018: NZ$0.07) per share will be attached to the proposed 2020 final dividend. New Zealand imputation credits available to the
Parent Entity for subsequent years are NZ$980 million (2019: NZ$860 million, 2018: NZ$530 million). This is calculated on the same basis as the Australian franking credits but using the New
Zealand current tax liability.

1. Noting that APRA may apply higher CET1 requirements for an individual ADI.
2. If an ADI's CET1 ratio falls below the Total CET1 Requirement (at least 8%), they faces restrictions on the distribution of earnings, such as dividends, distribution payments on AT1 capital instruments and discretionary staff bonuses.
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Note 31. Investments in subsidiaries and associates
Accounting policy
Subsidiaries
Westpac's subsidiaries are entities which it controls and consolidates as it is exposed to, or has rights to, variable returns from the entity, and can affect those returns through its power over
the entity.
When the Group ceases to control a subsidiary, any retained interest in the entity is remeasured to fair value, with any resulting gain or loss recognised in the income statement.
Changes in the Group’s ownership interest in a subsidiary which do not result in a loss of control are accounted for as transactions with equity holders in their capacity as equity holders.
In the Parent Entity’s financial statements, investments in subsidiaries are initially recorded at cost and are subsequently held at the lower of cost and recoverable amount.
All transactions between Group entities are eliminated on consolidation.
Associates
Associates are entities in which the Group has significant influence, but not control, over the operating and financial policies. The Group accounts for associates using the equity method.
The investments are initially recognised at cost (except where recognised at fair value due to a loss of control of a subsidiary), and increased (or decreased) each year by the Group’s share
of the associate’s profit (or loss). Dividends received from the associate reduce the investment in associate.
Overseas companies predominantly carry on business in the country of incorporation. For unincorporated entities, ‘Country of incorporation’ refers to the country where business is carried on.
The financial years of all controlled entities are the same as that of Westpac unless otherwise stated. From time to time, the Group consolidates a number of unit trusts where the Group has
variable returns from its involvement with the trusts, and has the ability to affect those returns through its power over the trusts. These unit trusts are excluded from the table.
The following table includes the principal controlled entities of the Group as at 30 September 2020.
Country of Country of
Name incorporation Name incorporation
Advance Asset Management Limited Australia Westpac Financial Services Group Limited Australia
Asgard Capital Management Limited Australia Westpac General Insurance Services Limited Australia
Asgard Wealth Solutions Limited Australia Westpac Securitisation Holdings Pty Limited Australia
BT Financial Group Pty Limited Australia Westpac Life-NZ-Limited New Zealand
BT Funds Management Limited Australia Westpac New Zealand Group Limited New Zealand
BT Portfolio Services Limited Australia Westpac New Zealand Limited New Zealand
Capital Finance Australia Limited Australia Westpac NZ Covered Bond Limited' New Zealand
Crusade Trust No.2P of 2008 Australia Westpac NZ Securitisation Limited' New Zealand
Series 2008-IM WST Trust Australia Westpac Securities NZ Limited New Zealand
Westpac Covered Bond Trust Australia Westpac Term Pie Fund? New Zealand
Westpac Equity Holdings Pty Limited Australia Westpac Bank-PNG-Limited Papua New Guinea

1. The Group indirectly owns 19% of Westpac NZ Covered Bond Limited (WNZCBL) and Westpac NZ Securitisation Limited (WNZSL), however, due to contractual and structural arrangements both WNZCBL and WNZSL are
considered to be controlled entities within the Group.

2. The Group has funding agreements in place with this entity and is deemed to have exposure to the associated risks and rewards. The entity is consolidated as the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power over the entity.
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Note 31. Investments in subsidiaries and associates (continued)

The following controlled entities have been granted relief from compliance with the balance date synchronisation provisions in the Corporations Act 2001:
« Westpac Cash PIE Fund;

»  Westpac Notice Saver PIE Fund; and

«  Westpac Term PIE Fund.

The following material controlled entities are not wholly owned:

Percentage Owned 2020 2019
Westpac Bank-PNG-Limited 89.9% 89.9%
Westpac NZ Covered Bond Limited 19.0% 19.0%
Westpac NZ Securitisation Limited 19.0% 19.0%

Non-controlling interests
Details of the balance of NCls are set out in Note 28. There are no NCls that are material to the Group.

Significant restrictions

There were no significant restrictions on the ability to transfer cash or other assets, pay dividends or other capital distributions, provide or repay loans and advances between the entities within the
Group subject to local regulatory requirements. There were also no significant restrictions on Westpac's ability to access or use the assets and settle the liabilities of the Group resulting from
protective rights of NCls.

Associates
There are no associates that are material to the Group. During the year ended 30 September 2020, Westpac ceased to exert significant influence over Zip Co Limited and this investment is now
recognised at FVIS. As a result the Group recognised a gain on derecognition of associate in non-interest income of $316 million (Refer to Note 4).

Changes in ownership of subsidiaries

Businesses disposed during the year ending 30 September 2020
No businesses were sold in the year ended 30 September 2020

Businesses disposed during the year ending 30 September 2019
Westpac sold its interest in Ascalon Capital Managers (Asia) Limited and Ascalon Capital Managers Limited on 8 February 2019 for a combined profit of $3 million recognised in non-interest
income.

Businesses disposed during the year ending 30 September 2018

Westpac sold its interest in a number of Hastings offshore subsidiaries to Northill Capital. Completion of the sale of the US and UK entities occurred on 28 February 2018 and completion of the
Singapore entity occurred on 23 March 2018, with a total loss of $9 million recognised in non-interest income.

Details of the assets and liabilities which the Group ceased to control are provided in Note 37.
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Note 32. Structured entities
Accounting policy

Structured entities are generally created to achieve a specific, defined objective and their operations are restricted such as only purchasing specific assets. Structured entities are commonly
financed by debt or equity securities that are collateralised by and/or indexed to their underlying assets. The debt and equity securities issued by structured entities may include tranches
with varying levels of subordination.

Structured entities are classified as subsidiaries and consolidated if they meet the definition in Note 31. If the Group does not control a structured entity then it will not be consolidated.

The Group engages in various transactions with both consolidated and unconsolidated structured entities that are mainly involved in securitisations, asset backed and other financing structures
and managed funds.

Consolidated structured entities

Securitisation and covered bonds

The Group uses structured entities to securitise its financial assets, including two covered bond programs, to assign pools of residential mortgages to bankruptcy remote structured entities.
Refer to Note 24 for further details.

Group managed funds

The Group acts as the responsible entity and/or fund manager for various investment management funds. As fund manager, if the Group is deemed to be acting as a principal rather than an
agent then it consolidates the fund. The principal versus agent decision requires judgement of whether the Group has sufficient exposure to variable returns.

Non-contractual financial support

The Group does not provide non-contractual financial support to these consolidated structured entities.

Unconsolidated structured entities

The Group has interests in various unconsolidated structured entities including debt or equity instruments, guarantees, liquidity and other credit support arrangements, lending, loan
commitments, certain derivatives and investment management agreements.

Interests exclude non-complex derivatives (e.g. interest rate or currency swaps), instruments that create, rather than absorb, variability in the entity (e.g. credit protection under a credit default
swap), and lending to a structured entity with recourse to a wider operating entity, not just the structured entity.

The Group’s main interests in unconsolidated structured entities, which arise in the normal course of business, are:

Trading securities The Group actively trades interests in structured entities and normally has no other involvement with the structured entity. The Group earns interest income on
these securities and also recognises fair value changes through trading income in non-interest income.

Investment securities The Group holds mortgage-backed securities for liquidity purposes and the Group normally has no other involvement with the structured entity. These assets are
highly-rated, investment grade and eligible for repurchase agreements with the RBA or another central bank. The Group earns interest income and net gains or
losses on selling these assets are recognised in the income statements.

Loans and other credit commitments The Group lends to unconsolidated structured entities, subject to the Group’s collateral and credit approval processes, in order to earn interest and fee income.
The structured entities are mainly property trusts, securitisation entities and those associated with project and property financing transactions.
Investment management agreements The Group manages funds that provide customers with investment opportunities. The Group also manages superannuation funds for its employees. The Group

earns management and performance fee income which is recognised in non-interest income.

The Group may also retain units in these investment management funds, primarily through life insurance subsidiaries. The Group earns fund distribution income
and recognises fair value movements through non-interest income.
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Note 32. Structured entities (continued)

The following tables show the Group’s interests in unconsolidated structured entities and its maximum exposure to loss in relation to those interests. The maximum exposure does not take into
account any collateral or hedges that will reduce the risk of loss.

« For on-balance sheet instruments, including debt and equity instruments in and loans to unconsolidated structured entities, the maximum exposure to loss is the carrying value; and
« For off-balance sheet instruments, including liquidity facilities, loan and other credit commitments and guarantees, the maximum exposure to loss is the notional amounts.

Investment in

third party
mortgage and Interest
other Financing to Group in other
Consolidated 2020 asset-backed securitisation managed structured
$m securities’ vehicles funds entities Total
Assets
Trading securities and financial assets measured at FVIS 1,526 - - 34 1,560
Investment securities 6,105 - - - 6,105
Loans - 20,094 - 16,955 37,049
Life insurance assets - - 204 129 333
Other assets - - 52 - 52
Total on-balance sheet exposures 7,631 20,094 256 17,118 45,099
Total notional amounts of off-balance sheet exposures - 6,122 44 7,768 13,934
Maximum exposure to loss 7,631 26,216 300 24,886 59,033
Size of structured entities? 59,324 26,216 67,423 40,209 193,172
Investment in
third party
mortgage and Interest
other Financing to Group in other
Consolidated 2019 asset-backed securitisation managed structured
$m securities’ vehicles funds entities Total
Assets
Trading securities and financial assets measured at FVIS 1,827 - - 282 2,109
Investment securities 6,940 - - - 6,940
Loans - 20,979 9 22,817 43,805
Life insurance assets - - 4,885 1,879 6,764
Other assets - - 54 - 54
Total on-balance sheet exposures 8,767 20,979 4,948 24,978 59,672
Total notional amounts of off-balance sheet exposures - 5,157 102 10,086 15,345
Maximum exposure to loss 8,767 26,136 5,050 35,064 75,017
Size of structured entities® 66,015 26,136 71,538 98,983 262,672

Non-contractual financial support
The Group does not provide non-contractual financial support to these unconsolidated structured entities.

1. The Group's interests in third party mortgage and other asset-backed securities are senior tranches of notes and are investment grade rated.
2. Represented either by the total assets or market capitalisation of the entity, or if not available, the Group’s total committed exposure (for lending arrangements and external debt and equity holdings), funds under management (for
Group managed funds) or the total value of notes on issue (for investments in third-party asset-backed securities).
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Note 33. Share-based payments
Accounting policy

The Group enters into various share-based payment arrangements with its employees as a component of overall compensation for services provided. Share-based payment arrangements
comprise rights to receive shares for free (share rights) and restricted shares (issued at no cost). Share-based payment arrangements typically require a specified period of continuing
employment (the service period or vesting period) and may include performance targets (vesting conditions). Specific details of each arrangement are provided below.

Share-based payments must be classified as either cash-settled or equity-settled arrangements. The Group’s significant arrangements are equity-settled, as the Group is not obliged to
settle in cash.

Share rights

Share rights are equity-settled arrangements. The fair value is measured at grant date and is recognised as an expense over the service period, with a corresponding increase in the
share-based payment reserve in equity.

The fair value of share rights are estimated at grant date using a binomial/Monte Carlo simulation pricing model which incorporates the vesting and market-related performance targets of
the grants. The fair value of share rights excludes non-market vesting conditions such as employees’ continuing employment by the Group. The non-market vesting conditions are instead
incorporated in estimating the number of share rights that are expected to vest and are therefore recognised as an expense. At each reporting date the non-market vesting assumptions are
revised and the expense recognised each year takes into account the most recent estimates. The market-related assumptions are not revised each year as the fair value is not re-estimated
after the grant date.

Restricted share plan (RSP)

The RSP is accounted for as an equity-settled arrangement. The fair value of shares allocated to employees for nil consideration is recognised as an expense over the vesting period with a
corresponding increase in the share-based payments reserve in equity. The fair value of ordinary shares issued to satisfy the obligation to employees is measured at grant date and is
recognised as a separate component of equity.

Employee share plan (ESP)

The value of shares expected to be allocated to employees for nil consideration is recognised as an expense over the financial year and provided for as other employee benefits. The fair
value of any ordinary shares issued to satisfy the obligation to employees is recognised in equity. Alternatively, shares may be purchased on market to satisfy the obligation to employees.

327

Westpac Long Term Variable Restricted Share Plan Employee Share Plan
Scheme name Reward Plan (LTVR) Westpac Performance Plan (WPP) (RSP) (ESP)
Type of share-based Share rights (allocated at no cost). Share rights (allocated at no cost). Westpac ordinary shares (allocated at Westpac ordinary shares
payment no cost). (allocated at no cost) of up to
$1,000 per employee per year.
How it is used Aligns executive remuneration and accountability Primarily used for mandatory deferral of a portion of short-term Primarily used to reward key To reward eligible Australian
with shareholder interests over the long term. incentives for New Zealand employees and key employees based employees. employees (unless they have
outside Australia. already been provided

instruments under another

scheme for the previous year).

Shares rights Nil Nil n/a n/a
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Note 33. Share-based payments (continued)

Scheme name

Westpac Long Term Variable
Reward Plan (LTVR)

Westpac Performance Plan (WPP)

Restricted Share Plan
(RSP)

Employee Share Plan
(ESP)

Performance hurdles

Relative Total Shareholder return (TSR) over
a four year performance period and average
cash Return on Equity (cash ROE) over a
three year performance period plus one year
holding lock, each applying to half of the
award (commencing with the 2016 LTVR
award)'.

None

None

None

Service conditions

Vesting period (period over which expenses
are recognised)

Treatment at end of term

Continued employment throughout the
vesting period or as determined by the
Board.

4 years'

Automatically exercised at the end of the
term.

Continued employment throughout the
vesting period or as determined by the
Board.

Defined period set out at time of grant.

Automatically exercised at the end of the
term.

Continued employment throughout the
restriction period or as determined by the
Board.

Defined period set out at time of grant.

Vested shares are released from the RSP at
the end of the vesting period.

Shares must normally remain within the ESP
for three years from granting unless the
employee leaves Westpac.

1 year
Shares are released at the end of the

restriction period or when the employee
leaves Westpac.

Does the employee receive dividends and No No Yes Yes
voting rights during the vesting period?
Each share-based payment scheme is quantified below:
(i) Westpac Long Term Variable Reward Plan (LTVR)
Outstanding
Outstanding at Granted during Exercised Lapsed during Outstanding at and exercisable at
2020 1 October 2019 the year during the year the year 30 2020 30 2020
Share rights 4,554,589 779,581 - 2,267,844 3,066,326 3,719
Weighted average remaining contractual life 12.3 years 12.4 years
2019 1 October 2018 30 September 2019
Share options 52,350 - 37,831 14,519 - -
Weighted average exercise price $23.40 - $23.40 - - -
Share rights 4,712,843 1,169,704 - 1,327,958 4,554,589 3,719

The weighted average fair value at grant date of LTVR share rights issued during the year was $28.44 (2019: $15.62).

1. Forthe 2015 LTVR awards, the relative TSR is subject to a four year performance period and cash EPS compound annual growth rate (CAGR) over a three year performance period plus one year holding lock. For awards granted
for the periods 2011 to 2014 both the relative TSR and cash EPS CAGR hurdles are subject to a three year performance and vesting period.
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(ii) Westpac Performance Plan (WPP)

Outstanding

Outstanding at Granted during Exercised Lapsed during O ing at and i at
2020 1 October 2019 the year during the year the year 30 2020 30 2020
Share rights
One-year vesting period 197,888 120,562 75,417 36,792 206,241 90,451
Two-year vesting period 289,909 113,649 79,568 31,049 292,941 55,846
Three-year vesting period 95,249 18,357 20,972 15,786 76,848 17,922
Four-year vesting period 203,420 186,290 - 8,605 381,105 -
Total share rights 786,466 438,858 175,957 92,232 957,135 164,219
Weighted average remaining contractual life 12.8 years 12.8 years
2019 1 October 2018 30 September 2019
Share rights 673,889 385,646 184,043 89,026 786,466 130,946

The weighted average fair value at grant date of WPP share rights issued during the year was $24.68 (2019: $23.08).
(iii) Restricted Share Plan (RSP)

Outstanding at Granted during Forfeited Outstanding at
Allocation date 1 October 2019 the year Released during the year 30 September 2020
Total 2020 4,773,171 2,100,030 2,081,545 402,495 4,389,161
Total 2019 4,189,644 2,861,262 2,214,509 63,226 4,773,171

The weighted average fair value at grant date of RSP shares issued during the year was $23.88 (2019: $25.20).

(iv) Employee Share Plan (ESP)

Average
number
of shares Total number
Allocation Number of allocated per of shares Market Total
date participants participant allocated price per share' fair value
2020 21 November 2019 25,725 38 977,550 $26.20 $25,611,810
2019 23 November 2018 27,245 39 1,062,555 $25.35 $26,935,769

The 2019 ESP award was satisfied through the purchase of shares on market.
The liability accrued for the ESP at 30 September 2020 is $28 million (2019: $26 million) and is provided for as other employee benefits.

(v) Other plans
Westpac also provides plans for small, specialised parts of the Group. The benefits under these plans are directly linked to growth and performance of the relevant part of the business. The
plans, individually and in aggregate, are not material to the Group in terms of expenses and dilution of earnings.

The names of all persons who hold share options and/or rights currently on issue are entered in Westpac’s register of option holders which may be inspected at Link Market Services, Level 12,
680 George Street, Sydney, New South Wales.

(vi) Fair value assumptions
The fair values of share rights have been independently calculated at their respective grant dates.

The fair value of share rights with performance targets based on relative TSR takes into account the average TSR outcome determined using a Monte Carlo simulation pricing model.

The fair values of share rights without TSR based performance targets (i.e. share rights with cash EPS CAGR, economic profit and cash ROE performance targets) have been determined
with reference to the share price at grant date and a discount rate reflecting the expected dividend yield over their vesting periods.

Other significant assumptions include:

+ arisk free rate of return of 0.8%, applied to TSR-hurdled grants;

+ adividend yield on Westpac shares of 6.5%, applied to TSR and ROE-hurdled grants;

« volatility in Westpac’s TSR of 21%, applied to TSR-hurdled grants; and

« volatilities of, and correlation factors between, TSR of the comparator group and Westpac for TSR-hurdled grants.

1. The market price per share for the allocation is based on the five day volume-weighted average price up to the grant date.
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Note 34. Superannuation commitments

Accounting policy
The Group recognises an asset or a liability for its defined benefit schemes, being the net of the defined benefit obligations and the fair value of the schemes’ assets. The defined benefit
obligation is calculated as the present value of the estimated future cash flows, discounted using high-quality long dated corporate bond rates.
The superannuation expense is recognised in operating expenses and remeasurements are recognised through OCI.

P

Critical ing ptions and estil
The actuarial valuation of plan obligations is dependent upon a series of assumptions, principally price inflation, salary growth, mortality, morbidity, discount rate and investment returns.
Different assumptions could significantly alter the valuation of the plan assets and obligations and the resulting remeasurement recognised in OCI and the superannuation cost recognised

in the income statement.

Westpac had the following defined benefit plans at 30 September 2020:

Date of last actuarial assessment of

Name of plan Type Form of benefit the funding status
Westpac Group Plan (WGP) Defined benefit and accumulation Indexed pension and lump sum 30 June 2018
Westpac New Zealand Superannuation Scheme (WNZS)' Defined benefit and accumulation Indexed pension and lump sum 30 June 2017
Westpac Banking Corporation UK Staff Superannuation Scheme (UKSS) Defined benefit Indexed pension and lump sum 5 April 2018
Westpac UK Medical Benefits Scheme Defined benefit Medical benefits n/a

The defined benefit sections of the schemes are closed to new members. The Group has no obligation beyond the annual contributions for the accumulation or defined contribution sections of
the schemes.

The WGP is the Group’s principal defined benefit plan and is managed and administered in accordance with the terms of its trust deed and relevant legislation in Australia. Its defined benefit
liabilities are based on salary and length of membership for active members and inflation in the case of pensioners.

The defined benefit schemes expose the Group to the following risks:

« discount rate — reductions in the discount rate would increase the present value of the future payments;

« inflation rate — increases in the inflation rate would increase the payments to pensioners;

+ investment risk — lower investment returns would increase the contributions needed to offset the shortfall;

» mortality risk — members may live longer than expected extending the cash flows payable by the Group;

» behavioural risk — higher proportion of members taking some of their benefits as a pension rather than a lump sum would increase the cash flows payable by the Group; and

« legislative risk — legislative changes could be made which increase the cost of providing defined benefits.

Investment risk is managed by setting benchmarks for the allocation of plan assets between asset classes. The long-term investment strategy will often adopt relatively high levels of equity
investment in order to:

» secure attractive long term investment returns; and

« provide an opportunity for capital appreciation and dividend growth, which gives some protection against inflation.

Funding recommendations for the WGP, WNZS and the UKSS are made based on triennial actuarial valuations. The funding valuation of the defined benefit plans are based on different

assumptions to the calculation of the defined benefit surplus/deficit for accounting purposes. Based on the most recent valuations, the defined benefit plan assets are adequate to cover the
present value of the accrued benefits of all members with a combined surplus of $154 million (2019: $158 million). Current contribution rates are as follows:

* WGP - contributions are made to the WGP at the rate of 12.1% of members’ salaries;
* WNZS - contributions are made to the WNZS at the rate of 17% of members’ salaries; and
* UKSS - not required to make contributions under the 2018 actuarial assessment.

Contributions

Consolidated Parent Entity
$m 2020 2019 2020 2019
Employer contributions 26 28 26 27
10 1" 10 1"

Member contributions

Expected employer contributions for the year ended 30 September 2021 are $25 million.

1. The 30 June 2020 actuarial assessment of the funding status of the WNZS will be available by January 2021. Where applicable, the 30 June 2020 interim valuation data has been used.
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Expense recognised
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Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Current service cost 44 33 37 43 32
Net interest cost on net benefit liability 8 2) 1 8 2)
Total defined benefit expense 52 31 38 51 30
Defined benefit balances recognised
Consolidated Parent Entity
$m 2020 2019 2020 2019
Benefit obligation at end of the year 2,880 2,799 2,790 2,710
Fair value of plan assets at end of the year 2,350 2,464 2,295 2,405
Net surplus/(deficit) (530) (335) (495) (305)
Defined benefit surplus’ 71 73 7 73
Defined benefit deficit? (601) (408) (566) (378)
Net surplus/(deficit) (530) (335) (495) (305)
The average duration of the defined benefit obligation is 14 years (2019: 14 years).
Significant assumptions
2020 2019
Australian Overseas Australian Overseas
Consolidated and Parent Entity funds funds funds funds
Discount rate 2.6% 0.7%-1.5% 26% 1.1%-1.8%
Salary increases 2.7% 3.0%-4.6% 2.4% 3.0%-4.9%
Inflation rate (pensioners received inflationary increase) 1.7% 2.0%-3.1% 1.4% 2.0%-3.4%
Life expectancy of a 60-year-old male 31.3 28.1-28.2 31.1 27.9-28.1
Life expectancy of a 60-year-old female 34.2 29.5-29.6 34.0 29.3-29.5

Sensitivity to changes in significant assumptions

The following table shows the impact of changes in assumptions on the defined benefit obligation for the WGP. No reasonably possible changes in the assumptions of the Group’s other defined

benefit plans would have a material impact on the defined benefit obligation.

Increase in obligation

sm 2020 2019
0.5% decrease in discount rate 230 205
0.5% increase in annual salary increases 19 14
0.5% increase in inflation rate (pensioners receive inflationary increases) 201 188
1 year increase in life expectancy 68 45

Asset allocation

2020 2019

Australian Overseas Australian Overseas
$m funds funds funds funds
Cash 6% 1% 3% 3%
Equity instruments 45% 9% 45% 7%
Debt instruments 25% 4% 28% 5%
Property 8% 1% 10% 1%
Other assets 16% 85% 14% 84%
Total 100% 100% 100% 100%

Equity and debt instruments are mainly quoted assets while property and other assets are mainly unquoted. Other assets include infrastructure funds and private equity funds.

1. The defined benefit surplus is recognised in other assets.
2. The defined benefit deficit is recognised in other liabilities.
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Note 35. Auditor’s remuneration

The fees payable to the auditor, PricewaterhouseCoopers (PwC), and overseas firms belonging to the PwC network of firms were:

Consolidated

Parent Entity

$°000 2020 2019 2020 2019
Audit and audit-related fees
Audit fees

PwC Australia 27,667 28,153 27,667 28,025

Overseas PwC network firms 5,295 3,216 705 321
Total audit fees 32,962 31,369 28,372 28,346
Audit-related fees

PwC Australia 4,404 3,569 4,404 3,418

Overseas PwC network firms 107 128 - 2
Total audit-related fees 4,511 3,697 4,404 3,420
Total audit and audit-related fees 37,473 35,066 32,776 31,766
Tax fees

PwC Australia 57 53 57 53
Total tax fees 57 53 57 53
Other fees

PwC Australia - 70 - 70

Overseas PwC network firms = 502 = 502
Total other fees - 572 - 572
Total audit and non-audit fees 37,530 35,691 32,833 32,391

Fees payable to the auditor have been categorised as follows:

Audit
Audit-related
Tax

Other

Tax compliance and tax advisory services.
Various services including systems assurance, compliance advice and controls reviews.

The year end audit, half-year review and comfort letters associated with debt issues and capital raisings.

Consultations regarding accounting standards and reporting requirements, regulatory compliance reviews and assurance related to debt and capital offerings.

Itis Westpac'’s policy to engage PwC on assignments additional to their statutory audit duties only if their independence is not impaired or seen to be impaired and where their expertise and
experience with Westpac is important. All services were approved by the Board Audit Committee in accordance with Westpac’s Pre-Approval of Engagement of PricewaterhouseCoopers for

Audit or Non-Audit Services Policy.

PwC also received fees of $6.1 million (2019: $7.5 million) for various entities which are related to Westpac but not consolidated. These non-consolidated entities include entities sponsored by
the Group, trusts of which a Westpac Group entity is trustee, manager or responsible entity, superannuation funds and pension funds.
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Note 36. Related party disclosures
Related parties
Westpac's related parties are those it controls or can exert significant influence over. Examples include subsidiaries, associates, joint ventures and superannuation plans as well as key
management personnel and their related parties.
Key management personnel (KMP)
Key management personnel are those who, directly or indirectly, have authority and responsibility for planning, directing and controlling the activities of Westpac. This includes all Executives
and Non-Executive Directors.
Parent Entity
Westpac Banking Corporation is the ultimate parent company of the Group.
Subsidiaries - Note 31
The Parent Entity has the following related party transactions and balances with subsidiaries:
Type of transaction/balance Details disclosed in
Balances due to/from subsidiaries Balance Sheet
Dividend income/Transactions with subsidiaries Note 4
Interest income and Interest expense Note 3
Tax consolidated group transactions and undertakings Note 7
Guarantees and undertakings Note 27
The balances due to/from subsidiaries include a wide range of banking and other financial facilities.
The terms and conditions of related party transactions between the Parent Entity and subsidiaries are sometimes different to commercial terms and conditions. Related party transactions
between the Parent Entity and subsidiaries eliminate on consolidation.
Associates - Note 31
The Group provides a wide range of banking and other financial facilities and funds management activities to its associates on commercial terms and conditions.
Superannuation plans
The Group contributed $361 million (2019: $347 million) to defined contribution plans and $26 million (2019: $28 million) to defined benefit plans. Refer to Note 34.
Remuneration of KMP
Total remuneration of the KMP was:
Post Other long-
Short-term employment term Termination Share-based
$ benefits benefits benefits benefits payments Total
Consolidated
2020 22,759,397 967,898 657,375 1,176,487 3,748,106 29,309,263
2019 23,805,197 712,883 36,572 558,984 20,691,480 45,805,116
Parent Entity
2020 21,766,691 873,350 657,375 1,176,487 3,035,423 27,509,326
2019 22,515,477 625,173 36,572 558,984 19,783,900 43,520,106

Other transactions with KMP
KMP 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 Westpac are comparable to transactions with other employees and did not involve more than the normal risk of repayment or present other unfavourable features.

Details of loans provided and the related interest charged to KMP and their related parties are as follows:

Interest Number of

payable for Closing loan KMP with

$ the year balance loans
2020 549,257 15,779,157 8

2019 672,167 31,718,007

14
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Note 36. Related party disclosures (continued)

Options and share rights holdings

For compliance with SEC disclosure requirements, the following table sets out certain details of the performance options, performance share rights and unhurdled share rights held at 30

September 2020 by the CEO and other key management personnel (including their related parties):

Number of
Latest Date of Exercise Share Rights

Managing Director & Chief Executive Officer
Peter King Ranges from 1 October 2031 to 1 October 2034 346,795
Group Executives
Rebecca Lim' Ranges from 1 October 2031 to 1 October 2034 220,403
Guilherme Lima 1 October 2034 57,819
Carolyn McCann Ranges from 1 October 2032 to 2 April 2035 102,207
David McLean Ranges from 1 October 2022 to 1 October 2034 382,588
Christine Parker Ranges from 1 October 2031 to 1 October 2034 252,231
Michael Rowland n/a -
David Stephen Ranges from 1 October 2032 to 1 October 2034 364,381
Gary Thursby Ranges from 1 October 2031 to 1 October 2034 250,336
Les Vance 2 April 2035 22,227
Jason Yetton 2 April 2035 54,213
Acting Group Executives
Richard Burton n/a -
Alastair Welsh n/a -
Curt Zuber n/a -
Former Group Executive
Brian Hartzer n/a -
Craig Bright n/a -
Lyn Cobley Ranges from 1 October 2031 to 1 October 2034 319,631

David Lindberg

n/a

The Group has not issued any options during the year and there are no outstanding options as at 30 September 2020.

1. Rebecca Lim was the Group Executive, Legal & Secretariat until 16 December 2019 when she was appointed Enterprise Legal Counsel focusing on AUSTRAC matters. Rebecca Lim resumed her Group General Counsel role when

she was appointed the Group General Counsel & Enterprise Executive on 18 May 2020.
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Note 37. Notes to the cash flow statements

Accounting policy

Cash and balances with central banks include cash held at branches and in ATMs, balances with overseas banks in their local currency and balances with central banks including accounts
with the RBA and accounts with overseas central banks.

Reconciliation of net cash provided by/(used in) operating activities to net profit for the year is set out below:

Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Net profit for the year 2,292 6,790 8,099 2,658 7,121
Adjustments:
Depreciation, amortisation and impairment 2,473 1,079 1,144 2,142 1,082
Impairment charges 3,371 966 889 2,864 893
Net decrease/(increase) in current and deferred tax (1,112) (541) (96) (937) (804)
(Increase)/decrease in accrued interest receivable 239 132 (83) 208 98
(Decrease)/increase in accrued interest payable (1,260) (341) 241 (1,143) (321)
(Decrease)/increase in provisions 1,925 1,143 289 2,003 1,214
Other non-cash items (693) (832) 332 (1,114) (329)
Cash flows from operating activities before changes in operating assets and liabilities 7,235 8,396 10,815 6,681 8,954
Net (increase)/decrease in derivative financial instruments 1,851 7,605 8,584 2,103 6,581
Net (increase)/decrease in life insurance assets and liabilities (277) (134) (230) - -
(Increase)/decrease in other operating assets:
Collateral paid 348 (847) 969 329 (755)
Trading securities and other financial assets measured at FVIS (8,756) (7,629) 3,492 (8,266) (7,358)
Loans 18,272 (4,188) (24,740) 21,273 (3,312)
Other financial assets 273 336 859 283 324
Other assets 70 (13) 10 50 41)
(Decrease)/increase in other operating liabilities:
Collateral received (1,096) 1,007 (295) (1,072) 1,004
Deposits and other borrowings 28,910 1,113 23,928 20,859 963
Other financial liabilities 11,817 1,463 (3,632) 11,866 1,555
Other liabilities 4 (5) 10 ) (24)

Net cash provided by/(used in) operating activities 58,651 7,104 19,770 54,099 7,891
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Note 37. Notes to the cash flow statements (continued)

Details of the assets and liabilities over which control ceased
Details of the entities over which control ceased are provided in Note 31.

Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Assets:
Cash and balances with central banks - 3 10 o -
Trading securities and other financial assets measured at FVIS - 3 - - -
Property and equipment - - 2 - -
Deferred tax assets s - 4 - -
Intangible assets - - 15 - -
Other financial assets = 3 5 = -
Total assets = 9 36 o -
Liabilities:
Provisions - - 2 - -
Other liabilities - - 3 = -
Total liabilities - - 5 - -
Total equity attributable to owners of WBC - 9 31 - -
Cash proceeds received (net of transaction costs) - 2 19 - -
Total consideration - 2 19 - -
Reserves recycled to income statement - 10 3 - -
Gainl/(loss) on disposal - 3 9) - -
Reconciliation of cash proceeds from disposal:
Cash proceeds received (net of transaction costs) - 2 19 - -
Less: Cash deconsolidated - 3) (10) - -
Cash consideration (paid)/received (net of transaction costs and cash held) - 1) 9 - -
Non-cash financing activities
Consolidated Parent Entity
$m 2020 2019 2018 2020 2019
Shares issued under the dividend reinvestment plan 273 1,489 631 273 1,489
Shares issued from the conversation of Westpac CPS - - 566 - -
Increase in lease liabilities 177 - - 173 -

On 13 March 2018, $623 million of CPS were transferred to the Westpac CPS nominated party for $100 each pursuant to the Westpac Capital Notes 5 reinvestment offer. Those CPS were
subsequently bought back and cancelled by Westpac. On 3 April 2018, the remaining $566 million of CPS were transferred to the Westpac CPS nominated party for $100 each. Following the
transfer, those remaining CPS were converted into 19,189,765 ordinary shares.

Restricted cash

Certain of our foreign operations are required to maintain reserves or minimum balances with central banks in their respective countries of operation, totalling $457 million (2019: $330 million) for
the Group and $380 million (2019: $224 million) for the Parent Entity which are included in cash and balances with central banks.
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Note 38. Subsequent events

Since 30 September 2020, the Board has determined to pay a fully franked final dividend of 31 cents per fully paid ordinary share. The dividend is expected to be $1,120 million. The dividend is
not recognised as a liability at 30 September 2020. The proposed payment date of the dividend is 18 December 2020.

The Board has determined to issue shares to satisfy the Dividend Reinvestment Plan (DRP) for the 2020 final ordinary dividend. The DRP will include a 1.5% discount to the marked price used to
determine the number of shares issued under the DRP. The market price used to determine the number of shares issued under the DRP will be set over the 15 trading days commencing 17
November 2020.

Subsequent to the end of the financial year the Group’s General Insurance business met the criteria to be classified as held for sale. The General Insurance business currently forms part of the
Specialist Businesses segment. Completion of the expected sale would have no material impact on the Group.

No other matters have arisen since the year ended 30 September 2020 which are not otherwise dealt with in this report, that have significantly affected or may significantly affect the operations of
the Group, the results of its operations or the state of affairs of the Group in subsequent periods.

Note 39. Accounting polices relating to years prior to 2019

Due to the Group’s adoption of AASB 9 in 2019, the accounting policies relating to some financial instruments and related balances have changed. The policies applicable to 2020 and 2019 are
provided in the relevant note to the financial statements above. As comparative years prior to 2019 were not restated, the accounting policies detailed below reflect the policies applicable to
financial years prior to 2019 based on AASB 139.

Accounting policy relating to impairment (Note 6 and Note 13)

Impairment charges (Note 6)

At each balance sheet date, the Group assesses whether there is any objective evidence of impairment of its loan portfolio. An impairment charge is recognised if there is objective evidence
that the principal or interest repayments may not be recoverable and when the financial impact of the non-recoverable loan can be reliably measured.

Objective evidence of impairment could include a breach of contract with the Group such as a default on interest or principal payments, a borrower experiencing significant financial difficulties
or observable economic conditions that correlate to defaults on a group of loans.

The impairment charge is measured as the difference between the loan’s current carrying amount and the present value of its estimated future cash flows. The estimated future cash flows
exclude any expected future credit losses which have not yet occurred and are discounted to their present value using the loan’s original effective interest rate. If a loan has a variable interest
rate, the discount rate for measuring any impairment is the current effective interest rate.

The impairment charge is recognised in the income statement with a corresponding reduction of the carrying value of the loan through an offsetting provision account (refer to Note 13).

In subsequent periods, objective evidence may indicate that an impairment charge should be reversed. Objective evidence could include a borrower’s credit rating or financial circumstances
improving. The impairment charge is reversed in the income statement of that future period and the related provision for impairment is reduced.

Uncollectable loans

The policy for uncollectable loans is consistent with that applicable to 2020 and 2019 based on AASB 9.

Provision for impairment charges (Note 13)

The Group recognises two types of impairment provisions for its loans, being provisions for loans which are:

+ individually assessed for impairment; and

«  collectively assessed for impairment.

The Group assesses impairment as follows:

« individually for loans that exceed specified thresholds. Where there is objective evidence of impairment, individually assessed provisions will be recognised; and

= collectively for loans below the specified thresholds noted above or if there is no objective evidence of impairment. These loans are included in a group of loans with similar risk
characteristics and collectively assessed for impairment. If there is objective evidence that the group of loans is collectively impaired, collectively assessed provisions will be recognised.
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Note 39. Accounting polices relating to prior years (continued)

Critical accounting pti and
The methodology and assumptions used for estimating future cash flows are reviewed regularly by the Group to reduce differences between impairment provisions and actual loss experience.

Individual component

Key judgements include the business prospects for the customer, the realisable value of collateral, the Group’s position relative to other claimants, the reliability of customer information and the
likely cost and duration of recovering the loan.

Judgements can change with time as new information becomes available or as loan recovery strategies evolve, which may result in revisions to the impairment provision.
Collective component

Collective provisions are established on a portfolio basis taking into account the level of arrears, collateral and security, past loss experience, current economic conditions, expected default and
timing of recovery based on portfolio trends.

Key judgements include estimated loss rates and their related emergence periods. The emergence period for each loan type is determined through studies of loss emergence patterns. Loan
files are reviewed to identify the average time period between observable loss indicator events and the loss becoming identifiable.

Actual credit losses may differ materially from reported loan impairment provisions due to uncertainties including interest rates and their effect on consumer spending, unemployment levels,
payment behaviour and bankruptcy rates.

Accounting policy relating to classification and measurement of financial instruments (Policy prior to Note 10, Note 11 and Note 12)

Classification and measurement of financial assets and financial liabilities (Policy prior to Note 10)

The Group classifies its financial assets in the following categories: cash and balances with central banks, receivables due from financial institutions, trading securities and financial assets
designated at fair value, derivative financial instruments, available-for-sale securities, loans, life insurance assets and regulatory deposits with central banks overseas. The Group has not
classified any of its financial assets as held-to-maturity investments.

The Group classifies significant financial liabilities in the following categories: payables due to other financial institutions, deposits and other borrowings, other financial liabilities at fair value
through income statement, derivative financial instruments, debt issues and loan capital.

Financial assets and financial liabilities measured at fair value through income statement are recognised initially at fair value. All other financial assets and financial liabilities are recognised
initially at fair value plus directly attributable transaction costs.

Available-for-sale securities (Note 11)

Available-for-sale debt securities (government and other) and equity securities are held at fair value with gains and losses recognised in OCI except for interest on debt securities, dividends on
equity securities, and impairment charges which are recognised in the income statement.

The cumulative gain or loss recognised in OCI is subsequently recognised in the income statement when the instrument is disposed.

At each reporting date, the Group assesses whether any available-for-sale securities are impaired. Impairment exists if one or more events have occurred which have a negative impact on the
security’s estimated cash flows. For debt instruments, evidence of impairment includes significant financial difficulties or adverse changes in the payment status of an issuer. For equity
securities, a significant or prolonged decline in the fair value of the security below its cost is considered evidence of impairment.

If impairment exists, the cumulative loss is removed from OCI and recognised in the income statement. Any subsequent reversals of impairment on debt securities are also recognised in the
income statement. Subsequent reversal of impairment charges on equity instruments is not recognised in the income statement until the instrument is disposed.

Loans (Note 12)

Loans are financial assets initially recognised at fair value plus directly attributable transaction costs and fees. Loans are subsequently measured at amortised cost using the effective interest
rate method and are presented net of any provision for impairment charges except for a portfolio of loans which are subsequently measured at fair value to reduce an accounting mismatch.
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Directors’ declaration

In the Directors’ opinion:

(a) the financial statements and notes set out in 'Section 3 — Financial report for the year ended 30 September 2020 are in accordance with the Corporations Act 2001, including:
(i) complying with Australian Accounting Standards, the Corporations Regulations 2001 and other mandatory professional reporting requirements; and

(ii) giving a true and fair view of Westpac Banking Corporation and the Group’s financial position as at 30 September 2020 and of their performance for the financial year ended on that
date; and

(b) there are reasonable grounds to believe that Westpac will be able to pay its debts as and when they become due and payable.

Note 1 (a) includes a statement that the financial report also complies with International Financial Reporting Standards as issued by the International Accounting Standards Board.
The Directors have been given the declaration by the Chief Executive Officer and the Chief Financial Officer required by section 295A of the Corporations Act 2001.

This declaration is made in accordance with a resolution of the Directors.

For and on behalf of the Board.

John McFarlane Peter King
Chairman Managing Director & Chief Executive Officer
Sydney

1 November 2020
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Management’s report on internal control over financial reporting
The following report is required by rules of the US Securities and Exchange Commission.

The management of Westpac is responsible for establishing and maintaining adequate internal control over financial reporting for Westpac as defined in Rule 13a — 15 (f) under the Securities
Exchange Act of 1934, as amended. Westpac's internal control system is designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with applicable accounting standards.

Westpac's internal control over financial reporting includes policies and procedures that: pertain to the maintenance of records that in reasonable detail accurately reflect the transactions and
dispositions of the assets of Westpac and its consolidated entities; provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with applicable accounting standards, and that receipts and expenditures of Westpac are being made only in accordance with authorizations of management and directors of Westpac
and its consolidated entities; and provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the assets of Westpac and its
consolidated entities that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Westpac management, with the participation of the CEO and CFO, assessed the effectiveness of Westpac’s internal control over financial reporting as of 30 September 2020 based on the criteria
set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in its 2013 Internal Control-Integrated Framework. Based on this assessment, management has
concluded that Westpac’s internal control over financial reporting as of 30 September 2020 was effective.

The effectiveness of Westpac’s internal control over financial reporting as of 30 September 2020 has been audited by PricewaterhouseCoopers, an independent registered public accounting firm,
as stated in their report which is included herein.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Westpac Banking Corporation

Opini on the Fi ial S and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of Westpac Banking Corporation and its subsidiaries (the “Company”) as of September 30, 2020 and 2019, and the related
consolidated income statements, statements of comprehensive income, statements of changes in equity, and cash flow statements for each of the three years in the period ended September 30,
2020, including the related notes (collectively referred to as the “consolidated financial statements”). We also have audited the Company’s internal control over financial reporting as of September
30, 2020, based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of September 30, 2020 and 2019, and the
results of its operations and its cash flows for each of the three years in the period ended September 30, 2020 in conformity with Australian Accounting Standards as issued by the Australian
Accounting Standards Board and International Financial Reporting Standards as issued by the International Accounting Standards Board. Also in our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of September 30, 2020, based on criteria established in Internal Control - Integrated Framework (2013) issued by the COSO.

Basis for Opinions

The Company’s management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness
of internal control over financial reporting, included in Management's Report on Internal Control Over Financial Reporting appearing on page 340 of the 2020 Annual Report. Our responsibility is to

express opinions on the Company’s consolidated financial statements and on the Company’s internal control over financial reporting based on our audits. We are a public accounting firm registered
with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material
respects.

PricewaterhouseCoopers ABN 52 780 433 757
One International Towers Sydney, Watermans Quay, Barangaroo, GPO 2650 Sydney NSW 2001
T: +61 2 8266 0000, F: +61 2 8266 9999, www.pwc.com.au
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Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial statements, whether due to error or
fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements. Our audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

Suppl | Infor:

The parent entity only information on the face of the consolidated financial statements and other parent entity only disclosures in the notes to the financial statements have been subjected to audit
procedures performed in conjunction with the audit of the Company's consolidated financial statements. The supplemental information is the responsibility of the Company's management. Our audit
procedures included determining whether the supplemental information reconciles to the consolidated financial statements or the underlying accounting and other records, as applicable, and
performing procedures to test the completeness and accuracy of the information presented in the supplemental information. The supplemental information, which is presented for purposes of
additional analysis, is presented on a basis that differs from the consolidated financial statements and is not a required part of the consolidated financial statements presented in accordance with
Australian Accounting Standards as issued by the Australian Accounting Standards Board and International Financial Reporting Standards as issued by the International Accounting Standards
Board. In our opinion, the parent entity only information on the face of the consolidated financial statements and other parent entity only disclosures in the notes to the financial statements are fairly
stated, in all material respects, in relation to the consolidated financial statements as a whole.

Definition and Limitati of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (i) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition,
use, or disposition of the company’s assets that could have a material effect on the financial statements.




WESTPAC GROUP 2020 ANNUAL REPORT 343

Statutory statements

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject
to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of the consolidated financial statements that were communicated or required to be communicated to
the Board Audit Committee and that (i) relate to accounts or disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging, subjective, or complex
judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the
critical audit matters below, providing separate opinions on the critical audit matters or on the accounts or disclosures to which they relate.

Provision for expected credit losses on loans and credit commitments

As described in Note 13 to the consolidated financial statements, the provision for expected credit losses on loans and credit commitments (ECL) was $6,132m at September 30, 2020. ECL are a
probability-weighted estimate of the cash shortfalls expected to result from defaults over the relevant timeframe determined by evaluating a range of possible outcomes and taking into account the
time value of money, past events, current conditions and forecasts of future economic conditions. Management’s model to determine the ECL includes significant judgment in assumptions used to
determine when a significant increase in credit risk (SICR) has occurred, estimating forward looking macroeconomic scenarios (MES), applying a probability weighting to different scenarios and
identifying and calculating adjustments to model output (overlays or underlays). The economic uncertainty has increased the impact of certain judgements made by management, specifically
relating to forward-looking assumptions applied to the probability of default of individual customers and the associated macroeconomic scenarios that are applied across the Company’s portfolio.
Where customers have been granted payment deferrals, their loans have not been deemed to be delinquent, and as a result, management have applied additional judgements related to the
likelihood borrowers with certain characteristics will result in SICR. There is also a significant volume of data used in the ECL model, which is sourced from relevant IT systems.

The principal considerations for our determination that performing procedures relating to the provision for ECL is a critical audit matter are (i) there was significant judgment by management in
determining the ECL, which in turn led to a high degree of auditor subjectivity and effort in performing procedures and evaluating audit evidence related to the ECL model and assumptions (ii) there
was significant judgement and effort in evaluating audit evidence related to the identification and calculation of overlay and underlay adjustments to the ECL due to the impacts of current conditions
and forecasts of future economic conditions (iii) the nature and extent of audit testing related to critical data elements used in the model (iv) the audit effort involved the use of professionals with
specialized skill and knowledge and (v) the nature and extent of audit testing related to user access for the relevant IT systems used in determining the provision for ECL.
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Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial statements. These procedures
included testing the effectiveness of controls relating to the Company’s ECL estimation process, which included controls over the data, model and assumptions used in determining the provision for
ECL as well as IT general controls related to user access for the relevant IT systems. These procedures also included, among others, (i) the involvement of professionals with specialized skill and
knowledge to assist in testing management’s process for determining the provision for ECL by evaluating the appropriateness of the models and the reasonableness of the assumptions (ii) testing
the accuracy and completeness of selected critical data elements that are inputs used in the ECL model (iii) testing the reasonableness of overlay and underlay adjustments to the ECL and (iv)
tests of the user access to relevant IT systems used in determining the provision for ECL.

Provisions and contingent liabilities

As described in Note 27 to the consolidated financial statements, the compliance, regulation and remediation provisions were $1,895m and litigation and non-lending loss provisions of $1,371m at
September 30, 2020 (collectively referred to as the “provisions”). The compliance, regulation and remediation provisions relate to matters of potential misconduct in providing services to customers
identified as a result of regulatory action and internal reviews. An assessment of the likely cost to the Company of these matters (including applicable customer refunds) is made on a case-by-case
basis and specific provisions or disclosures are made where management considers appropriate. Material litigation and non-lending loss provisions primarily relate to a civil penalty of $1.3b in
relation to the admitted contraventions of the AML/CTF Act from the AUSTRAC proceeding which was agreed by the Federal Court of Australia. Disclosures are also made in Note 27 for contingent
liabilities for possible obligations whose existence will be confirmed only by uncertain future events, and present obligations where the transfer of economic resources is not probable or cannot be
reliably measured.

The principal considerations for our determination that performing procedures relating to the provisions and contingent liabilities is a critical audit matter are that there was significant judgment by
management to quantify the provisions which included assumptions related to the probability of loss and the timing, nature and quantum of related cash outflows. This in turn led to a high degree of
auditor subjectivity and effort in performing procedures and evaluating audit evidence related to the provisions and key assumptions and in evaluating the appropriateness of the related disclosure.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial statements. These procedures
included testing the effectiveness of controls relating to management’s evaluation of provisions to determine whether a present obligation exists and the probability, timing, nature and quantum of
outflows that may arise from past events. For contingent liabilities, these procedures also included testing the effectiveness of controls relating to management’s evaluation, including controls over
determining whether or not it is possible that a loss has occurred or whether there is a probable outflow from a present obligation that can be reliably estimated. These procedures also included,
among others, (i) evaluating the evidence of management’s quantification of provisions and the assumptions applied, and (ii) assessing the appropriateness of disclosures.
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Impairment of goodwill

As described in Note 25 to the consolidated financial statements, the goodwill balance was $8,397m at September 30, 2020. Management conducts an annual impairment assessment, or more
frequently if events or circumstances indicate that the carrying value of goodwill may be impaired. Potential impairment is identified by comparing the value-in-use of a cash generating unit (‘CGU”)
to its carrying value, including goodwill. The value-in-use for each of the CGUs is estimated by management using a discounted cash flow model. Management's value- in-use models for the CGUs
include significant judgments and assumptions relating to cash flow projections, terminal growth rates, and the discount rate. This impairment test resulted in impairment charges of $498m.

The principal considerations for our determination that performing procedures relating to the impairment of goodwill is a critical audit matter are (i) there was significant judgment by management
when developing key assumptions used in the determination of the value- in-use, which in turn led to a high degree of auditor subjectivity and effort in performing procedures and evaluating audit
evidence related to management’s cash flow projections, terminal growth rates and discount rate assumptions, and (ii) the audit effort involved the use of professionals with specialized skill and
knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated financial statements. These procedures
included testing the effectiveness of the control related to management’s goodwill impairment assessment which includes the review over the reasonableness of management’s key assumptions.
These procedures also included, among others (i) testing management’s process for developing the value-in-use estimate of the CGUs including evaluating the appropriateness of the value-in-use
methodology (ii) evaluating the significant assumptions used by management related to management’s cash flow projections, terminal growth rates and the discount rate and (iii) developing an
independent estimate for a CGU. Evaluating management'’s assumptions related to the terminal growth rates of the CGUs involved evaluating whether the assumptions used by management were
reasonable considering (i) the current and past performance of the CGUs (ii) the consistency with external market and industry data and (jii) whether these assumptions were consistent with
evidence obtained in other areas of the audit. Professionals with specialized skill and knowledge were used to assist in the evaluation of the reasonableness of the discount rate assumption in
relation to the value-in-use estimates and develop an independent estimate to compare to management’s value-in-use estimate for a CGU.

PricewaterhouseCoopers
Sydney, Australia
November 1, 2020

We have served as the Company’s auditor since 1968.
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Westpac ordinary shares

Top 20 ordinary shareholders as at 2 October 2020

Number of
Fully Paid Ordinary

Shares % Held
HSBC Custody Nominees (Australia) Limited 804,970,476 2229
J P Morgan Nominees Australia Pty Limited 528,649,872 14.64
Citicorp Nominees Pty Limited 226,608,549 6.27
National Nominees Limited 120,260,184 3.33
BNP Paribas Nominees Pty Limited <Agency Lending DRP A/C> 61,608,360 1.71
BNP Paribas NOMS Pty Ltd <DRP> 37,299,817 1.03
HSBC Custody Nominees (Australia) Limited <NT-Comwlith Super Corp A/C> 28,734,255 0.80
Citicorp Nominees Pty Limited <Colonial First State Inv A/C> 24,073,078 0.67
Australian Foundation Investment Company Limited 15,545,000 0.43
Pacific Custodians Pty Limited 13,576,005 0.38
Argo Investments Limited 11,908,448 0.33
Milton Corporation Limited 9,985,458 0.28
Netwealth Investments Limited 8,490,625 0.24
BNP Paribas Nominees Pty Ltd HUB24 Custodial Serv Ltd <DRP A/C> 6,096,187 0.17
AMP Life Limited 5,699,451 0.16
Navigator Australia Ltd 4,586,686 0.13
Australian Executor Trustees Limited 4,322,683 0.12
Nulis Nominees (Australia) Limited 4,273,616 0.12
Floralcrest Proprietary Limited 3,600,000 0.10
HSBC Custody Nominees (Australia) Limited - A/C 2 3,048,930 0.08
Total of Top 20 registered shareholders’ 1,923,337,680 53.28

As at 2 October 2020 there were 671,057 holders of our ordinary shares compared to 610,334 in 2019 and to 619,578 in 2018. Ordinary shareholders with a registered address in Australia
held approximately 98% of our fully paid share capital at 2 October 2020 (approximately 96% in 2019 and 98% in 2018).

Substantial shareholders as at 2 October 2020

As at 2 October 2020 BlackRock Group (comprised of BlackRock Inc. and its subsidiaries) and The Vanguard Group, Inc. (including its subsidiary Vanguard Investments Australia Ltd.) had a
‘substantial holding’ of our shares within the meaning of the Corporations Act. A person has a substantial holding of our shares if the total votes attached to our voting shares in which they or
their associates have relevant interests is 5% or more of the total number of votes attached to all our voting shares. The above table of the Top 20 ordinary shareholders includes
shareholders that may hold shares for the benefit of third parties.

BlackRock Group has been a substantial shareholder since 4 April 2017 (221,964,794 equity securities as at 24 March 2020) and The Vanguard Group, Inc. has been a substantial
shareholder since 17 July 2018 (171,757,716 equity securities as at 17 July 2018).

Control of registrant

We are not directly or indirectly owned or controlled by any other corporation(s) or by any foreign government. Refer to the section ‘Exchange controls and other limitations affecting security
holders’, which provides information on the Foreign Acquisitions and Takeovers Act 1975, Corporations Act 2001 and Financial Sector (Shareholdings) Act 1998, which impose limits on equity
holdings.

At 30 September 2020, our Directors and Executive Officers owned beneficially, directly or indirectly, an aggregate of 1,172,084 (0.032%) of the fully paid ordinary shares outstanding.

1. Asrecorded on the share register by holder reference number.
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Analysis by range of holdings of ordinary shares as at 2 October 2020

Number of Holders Number of Holders

of Fully Paid Number of Fully Paid of Share Options

Number of Shares Ordinary Shares % Ordinary Shares % and Rights
1-1,000 377,760 56.29 139,067,463 3.85 23,977
1,001 - 5,000 223,409 33.29 521,149,341 14.43 275
5,001 - 10,000 41,777 6.23 291,863,461 8.08 37
10,001 - 100,000 27,438 4.09 575,236,702 15.93 85
100,001 and over 673 0.10 2,084,367,903 57.71 13
Totals 671,057 100.00 3,611,684,870 100.00 24,387

There were 24,593 shareholders holding less than a marketable parcel ($500) based on a market price of $16.57 at the close of trading on 2 October 2020.

Voting rights of ordinary shares
Holders of our fully paid ordinary shares have, at general meetings (including special general meetings), one vote on a show of hands and, upon a poll, one vote for each fully paid ordinary share
held by them.

Westpac Capital Notes 2
Top 20 holders of Westpac Capital Notes 2 as at 2 October 2020

Number of Westpac

Capital Notes 2 % Held
HSBC Custody Nominees (Australia) Limited 1,160,501 8.85
BT Portfolio Services Limited 250,000 1.91
Netwealth Investments Limited <Wrap Services A/C> 224,205 1.71
Netwealth Investments Limited <Super Services A/C> 208,270 1.59
BNP Paribas Nominees Pty Ltd HUB24 Custodial Serv Ltd <DRP A/C> 180,529 1.38
J P Morgan Nominees Australia Pty Limited 143,045 1.09
BNP Paribas NOMS Pty Ltd <DRP> 139,837 1.07
HSBC Custody Nominees (Australia) Limited - A/C 2 137,857 1.05
Navigator Australia Ltd 132,318 1.01
Nulis Nominees (Australia) Limited 122,018 0.93
Citicorp Nominees Pty Limited 81,590 0.62
Australian Executor Trustees Limited <IPS Super A/C> 73,880 0.56
Rakio Pty Ltd 63,000 0.48
National Nominees Limited 53,875 0.41
Mutual Trust Pty Ltd 52,483 0.40
BNP Paribas Nominees Pty Ltd <Pitcher Partners DRP> 51,913 0.40
Dimbulu Pty Ltd 51,000 0.39
Domer Mining Co P/L 50,000 0.38
Royal Freemasons Benevolent Institution 50,000 0.38
Marrosan Investments Pty Ltd 50,000 0.38
Total of Top 20 registered holders’ 3,276,321 24.99

Analysis by range of holdings of Westpac Capital Notes 2 as at 2 October 2020
Number of Holders of
Westpac Capital Number of Westpac

Number of Securities Notes 2 % Capital Notes 2 %
1-1,000 13,639 88.85 4,651,865 35.49
1,001 - 5,000 1,494 9.73 3,061,160 23.36
5,001 — 10,000 136 0.89 966,929 7.38
10,001 — 100,000 72 0.47 1,727,171 13.18
100,001 and over 10 0.06 2,698,580 20.59
Totals 15,351 100.00 13,105,705 100.00

There were 6 security holders holding less than a marketable parcel ($500) of Westpac Capital Notes 2 based on a market price of $100.40 at the close of trading on 2 October 2020.

1. Asrecorded on the holder register by holder reference number.
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Westpac Capital Notes 3
Top 20 holders of Westpac Capital Notes 3 as at 2 October 2020

Number of Westpac

Capital Notes 3 % Held
HSBC Custody Nominees (Australia) Limited 1,457,585 11.01
J P Morgan Nominees Australia Pty Limited 409,077 3.09
National Nominees Limited 197,721 1.49
Berne No 132 Nominees Pty Ltd 179,188 1.35
Navigator Australia Ltd 160,253 1.21
BNP Paribas Nominees Pty Ltd HUB24 Custodial Serv Ltd <DRP A/C> 135,782 1.03
Nulis Nominees (Australia) Limited 131,015 0.99
Netwealth Investments Limited 113,091 0.85
Balanced Property Pty Ltd 100,000 0.76
BNP Paribas NOMS Pty Ltd <DRP> 78,292 0.59
HSBC Custody Nominees (Australia) Limited - A/C 2 68,590 0.52
Mutual Trust Pty Ltd 67,194 0.51
BNP Paribas Nominees Pty Ltd <Agency Lending DRP A/C> 61,374 0.46
V'S Access Pty Ltd 60,000 0.45
Invia Custodian Pty Limited 52,245 0.39
Dimbulu Pty Ltd 50,000 0.38
Marrosan Investments Pty Ltd 50,000 0.38
Wayrich Pty Ltd 50,000 0.38
Citicorp Nominees Pty Limited 48,865 0.37
Marshstoke Pty Ltd 47,000 0.35
Total of Top 20 registered holders’ 3,517,272 26.56
1. Asrecorded on the holder register by holder reference number.
Analysis by range of holdings of Westpac Capital Notes 3 as at 2 October 2020
Number of Holders of
Westpac Capital Number of Westpac
Number of Securities Notes 3 % Capital Notes 3 %
1-1,000 12,914 88.91 4,441,503 33.54
1,001 - 5,000 1,412 9.72 3,044,695 22.99
5,001 — 10,000 114 0.78 916,953 6.92
10,001 — 100,000 7 0.53 2,057,417 156.53
100,001 and over 8 0.06 2,783,712 21.02
Totals 14,525 100.00 13,244,280 100.00

There were 5 security holders holding less than a marketable parcel ($500) of Westpac Capital Notes 3 based on a market price of $100.61 at the close of trading on 2 October 2020.
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Westpac Capital Notes 4

Top 20 holders of Westpac Capital Notes 4 as at 2 October 2020

Number of Westpac

Capital Notes 4 % Held
BNP Paribas Nominees Pty Ltd <Agency Lending DRP A/C> 3,041,748 17.87
HSBC Custody Nominees (Australia) Limited 1,614,890 9.49
J P Morgan Nominees Australia Pty Limited 450,622 2.65
National Nominees Limited 264,789 1.56
Citicorp Nominees Pty Limited 238,791 1.40
Mutual Trust Pty Ltd 180,885 1.06
Netwealth Investments Limited 125,459 0.74
BNP Paribas Nominees Pty Ltd HUB24 Custodial Serv Ltd DRP 106,322 0.62
BNP Paribas NOMS Pty Ltd 104,432 0.61
Zashvin Pty Ltd 104,000 0.61
Dimbulu Pty Ltd 100,000 0.59
HSBC Custody Nominees (Australia) Limited - A/C 2 97,967 0.58
Australian Executor Trustees Limited 80,552 0.47
Nulis Nominees (Australia) Limited 77,366 0.45
Navigator Australia Ltd <MLC Investment Sett A/C> 67,220 0.39
Willimbury Pty Ltd 60,000 0.35
V'S Access Pty Ltd 51,570 0.30
New Regency Pty Ltd 50,000 0.29
Navigator Australia Ltd <JB Were List Fix Int SMA A/C> 41,132 0.24
Fulton Holdings Pty Ltd 40,000 0.24
Total of Top 20 registered holders’ 6,897,745 40.51
1. Asrecorded on the holder register by holder reference number.

Analysis by range of holdings of Westpac Capital Notes 4 as at 2 October 2020
Number of Holders of
Westpac Capital Number of Westpac

Number of Securities Notes 4 % Capital Notes 4 %
1-1,000 15,092 89.34 4,921,058 28.91
1,001 - 5,000 1,601 9.48 3,312,570 19.46
5,001 - 10,000 125 0.74 934,423 5.49
10,001 - 100,000 64 0.38 1,620,545 9.52
100,001 and over 10 0.06 6,231,938 36.62
Totals 16,892 100.00 17,020,534 100.00

There were 4 security holders holding less than a marketable parcel ($500) of Westpac Capital Notes 4 based on a market price of $102.50 at the close of trading on 2 October 2020.
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Westpac Capital Notes 5
Top 20 holders of Westpac Capital Notes 5 as at 2 October 2020

Number of Westpac
Capital Notes 5

% Held

HSBC Custody Nominees (Australia) Limited 1,637,969 9.69
J P Morgan Nominees Australia Pty Limited 367,535 217
Diocese Development Fund - Catholic Diocese Of Paramatta 280,112 1.66
BNP Paribas Nominees Pty Ltd HUB24 Custodial Serv Ltd <DRP A/C> 227,185 1.34
Australian Executor Trustees Limited 220,994 1.31
HSBC Custody Nominees (Australia) Limited - A/C 2 218,377 1.29
Netwealth Investments Limited <Wrap Services A/C> 214,292 1.27
Citicorp Nominees Pty Limited 181,307 1.07
Navigator Australia Ltd 166,588 0.99
National Nominees Limited 112,844 0.67
Nulis Nominees (Australia) Limited 110,617 0.65
Dimbulu Pty Ltd 100,000 0.59
Zashvin Pty Ltd 92,220 0.55
Marrosan Investments Pty Ltd 92,000 0.54
BNP Paribas Nominees Pty Ltd <Agency Lending DRP A/C> 90,630 0.54
BNP Paribas Nominees Pty Ltd <Pitcher Partners DRP> 83,762 0.50
Mutual Trust Pty Ltd 70,470 0.42
Netwealth Investments Limited 63,855 0.38
BNP Paribas NOMS Pty Ltd 62,996 0.37
Royal Freemasons’ Benevolent Institution 60,000 0.35
Total of Top 20 registered holders’ 4,453,753 26.35
1. Asrecorded on the holder register by holder reference number.

Analysis by range of holdings of Westpac Capital Notes 5 as at 2 October 2020

Number of Holders of
Westpac Capital Number of Westpac

Number of Securities Notes 5 % Capital Notes 5 %
1-1,000 15,216 87.40 5,420,678 32.07
1,001 - 5,000 1,924 11.05 4,008,359 23.72
5,001 - 10,000 160 0.92 1,163,127 6.82
10,001 - 100,000 99 0.57 2,583,399 15.28
100,001 and over 11 0.06 3,737,820 22.11
Totals 17,410 100.00 16,903,383 100.00

There was 1 security holder holding less than a marketable parcel ($500) of Westpac Capital Notes 5 based on a market price of $100.21 at the close of trading on 2 October 2020.
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Westpac Capital Notes 6
Top 20 holders of Westpac Capital Notes 6 as at 2 October 2020

Number of Westpac

Capital Notes 6 Held
HSBC Custody Nominees (Australia) Limited 1,604,140 11.27
J P Morgan Nominees Australia Pty Limited 460,215 3.23
BNP Paribas NOMS Pty Ltd <DRP> 315,300 222
BT Portfolio Services Limited 200,000 1.41
Citicorp Nominees Pty Limited 185,050 1.30
Netwealth Investments Limited 161,135 1.13
HSBC Custody Nominees (Australia) Limited - A/C 2 145,727 1.02
BNP Paribas Nominees Pty Ltd HUB24 Custodial Serv Ltd <DRP A/C> 125,980 0.89
National Nominees Limited 120,808 0.85
Australian Executor Trustees Limited 103,226 0.73
Dimbulu Pty Ltd 100,000 0.70
G Harvey Investments Pty Limited 100,000 0.70
Navigator Australia Ltd <MLC Investment Sett A/C> 91,013 0.64
Mutual Trust Pty Ltd 90,883 0.64
V'S Access Pty Ltd 90,000 0.63
BNP Paribas Nominees Pty Ltd <Pitcher Partners DRP> 71,621 0.50
Nulis Nominees (Australia) Limited 61,600 0.43
179 Hyde Investment Pty Ltd 60,000 0.42
Eastcote Pty Ltd 50,000 0.35
Willimbury Pty Ltd 50,000 0.35
Total of Top 20 registered holders’ 4,186,698 29.41
1. Asrecorded on the holder register by holder reference number.
Analysis by range of holdings of Westpac Capital Notes 6 as at 2 October 2020
Number of Holders of
Westpac Capital Number of Westpac
Number of Securities Notes 6 % Capital Notes 6 %
1-1,000 12,116 87.33 4,349,432 30.56
1,001 - 5,000 1,529 11.02 3,265,424 22.95
5,001 -10,000 148 1.07 1,148,371 8.07
10,001 - 100,000 71 0.51 2,045,772 14.38
100,001 and over 10 0.07 3,421,581 24.04
Totals 13,874 100.00 14,230,580 100.00

There were 2 security holders holding less than a marketable parcel ($500) of Westpac Capital Notes 6 based on a market price of $102.10 at the close of trading on 2 October 2020.

Voting rights of Westpac Capital Notes 2, Westpac Capital Notes 3, Westpac Capital Notes 4, Westpac Capital Notes 5 and Westpac Capital Notes 6

In accordance with the terms of issue, holders of Westpac Capital Notes 2, Westpac Capital Notes 3, Westpac Capital Notes 4, Westpac Capital Notes 5 and Westpac Capital Notes 6 have no
right to vote at any general meeting of Westpac before conversion into Westpac ordinary shares.

If conversion occurs (in accordance with the applicable terms of issue), holders of Westpac Capital Notes 2, Westpac Capital Notes 3, Westpac Capital Notes 4, Westpac Capital Notes 5 or
Westpac Capital Notes 6 (as applicable) will become holders of Westpac ordinary shares and have the voting rights that attach to Westpac ordinary shares.
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Domicile' of ordinary shareholders as at 2 October 2020

Number Number of Issued % of Issued

of Holders % of Holdings Shares and Options Shares and Options

Australia 643,188 95.85 3,553,095,785 98.38

New Zealand 23,682 3.53 41,424,262 1.15

United Kingdom 1,532 0.23 2,870,353 0.08

United States 553 0.08 1,413,818 0.04

Other overseas 2,102 0.31 12,880,652 0.35

Total 671,057 100.00 3,611,684,870 100.00
Domicile of holders of Westpac Capital Notes 2 as at 2 October 2020

Number of Issued % of Issued

Number Westpac Capital Westpac Capital

of Holders % of Holdings Notes 2 Notes 2

Australia 15,330 99.86 13,058,181 99.64

New Zealand 4 0.03 25,092 0.19

United Kingdom 1 0.01 1,000 0.01

United States 1 0.01 250 0.00

Other overseas 15 0.10 21,182 0.16

Total 15,351 100.00 13,105,705 100.00
Domicile’ of holders of Westpac Capital Notes 3 as at 2 October 2020

Number of Issued % of Issued

Number Westpac Capital Westpac Capital

of Holders % of Holdings Notes 3 Notes 3

Australia 14,499 99.83 13,206,148 99.71

New Zealand 7 0.05 5,100 0.04

United Kingdom 2 0.01 800 0.01

United States 2 0.01 450 0.00

Other overseas 15 0.10 31,782 0.24

Total 14,525 100.00 13,244,280 100.00
Domicile of holders of Westpac Capital Notes 4 as at 2 October 2020

Number of Issued % of Issued

Number Westpac Capital Westpac Capital

of Holders % of Holdings Notes 4 Notes 4

Australia 16,871 99.87 16,998,552 99.87

New Zealand 6 0.04 2,628 0.02

United Kingdom 1 0.01 1,913 0.01

United States 2 0.01 552 0.00

Other overseas 12 0.07 16,889 0.10

Total 16,892 100.00 17,020,534 100.00
Domicile’ of holders of Westpac Capital Notes 5 as at 2 October 2020

Number of Issued % of Issued

Number Westpac Capital Westpac Capital

of Holders % of Holdings Notes 5 Notes 5

Australia 17,382 99.84 16,886,124 99.89

New Zealand 7 0.04 6,164 0.04

United Kingdom 3 0.02 1,446 0.01

United States 4 0.02 930 0.01

Other overseas 14 0.08 8,719 0.05

Total 17,410 100.00 16,903,383 100.00

1. Based on registered address of holder.
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Domicile’ of holders of Westpac Capital Notes 6 as at 2 October 2020

Number of Issued % of Issued

Number Westpac Capital Westpac Capital

of Holders % of Holdings Notes 6 Notes 6

Australia 13,864 99.93 14,218,982 99.92
New Zealand 2 0.01 1,070 0.01
United Kingdom 0 0.00 0 0.00
United States 1 0.01 300 0.00
Other overseas 7 0.05 10,228 0.07
Total 13,874 100.00 14,230,580 100.00

Market price information
The principal listing of our ordinary shares is on the ASX. American Depositary Shares (ADS), each representing one ordinary share, are listed on the NYSE2.

The tables below set forth, for the calendar periods indicated, the reported high and low market quotations for our ordinary shares on the ASX based on its daily official list and for our ADS on the
NYSE.

Per Ordinary Share in A$® Per ADS in US$?
Financial year ending High Low High Low
September 2020 29.81 13.47 19.93 8.10
September 2019 30.05 23.30 20.51 16.48
September 2018 33.68 27.24 26.27 19.64
September 2017 35.39 28.92 27.05 21.23
September 2016 33.74 27.57 25.20 20.13
Per Ordinary Share in A$ Per ADS in US$
Quarter ending High Low High Low
2020:
September 18.91 16.00 13.03 11.42
June 20.19 14.53 13.66 9.36
March 25.96 13.47 17.24 8.10
2019:
December 29.81 23.86 19.93 16.40
September 30.05 27.21 20.51 18.53
June 28.84 25.39 19.93 17.35
March 27.47 24.05 19.22 17.39
2018:
December 27.91 23.30 19.92 16.48
September 30.44 27.30 2235 19.64
June 30.33 27.24 22.74 20.55
March 31.74 28.44 25.23 21.92
2017:
December 33.68 30.68 26.27 23.30
September 32.85 30.30 26.16 23.29
June 35.30 29.40 26.66 22.30
March 35.39 31.52 27.00 23.87
Per Ordinary Share in A$ Per ADS in US$
Month ending - 2020 High Low High Low
September 17.76 16.00 12.74 11.42
August 18.45 16.27 13.03 11.88
July 18.91 17.05 12.89 12.15
June 20.19 16.70 13.66 11.80
May 19.04 14.91 12.04 9.63
April 17.08 14.53 10.48 9.36

1. Based on registered address of holder.
2. On 19 August 2013, the ratio changed from one ADS representing five Westpac fully paid ordinary shares to one ADS representing one Westpac fully paid ordinary share.
3. Australian dollar (A$) market price information is intraday high and low trading prices. US dollar (US$) market price information is closing prices.
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Fees and charges payable by a holder of Westpac ADS

The depositary for Westpac’s ADS program, The Bank of New York Mellon (the Depositary), collects fees for delivery and surrender of ADS directly from investors depositing ordinary shares or
surrendering ADS for the purpose of withdrawal or from intermediaries acting for them. The Depositary may also collect fees for making distributions to investors by deducting those fees from the
amounts distributed or by selling a portion of the distributable property to pay the fees.

The charges of the Depositary payable by investors are as follows:

Type of Service Depositary Actions Fee

Depositing or substituting the underlying shares.  Delivery of ADS against the deposit of ordinary shares, including deposits and issuances in respect US$5.00 or less per 100 ADS (or portion thereof)
of: evidenced by the new ADS delivered.

« share distributions, stock splits, rights, mergers; and
* exchange of securities or other transactions or events or other distribution affecting the ADS or
deposited securities.

US$0.05 or less per ADS.

US$5.00 or less for each 100 ADS (or portion
thereof) evidenced by the ADS surrendered.

US$0.05 or less per ADS.

Receiving or distributing cash dividends. Distribution of cash dividends.

Withdrawing an underlying ordinary share. Acceptance of ADS surrendered for withdrawal of deposited ordinary shares.

General depositary services, particularly those Other services performed by the Depositary in administering the ADS program.
charged on an annual basis.

Expenses incurred on behalf of holders in connection with: Expenses payable at the sole discretion of the
« taxes and other governmental charges; Depositary by billing holders or by deducting
* cable, telex and facsimile transmission/delivery; charges from one or more cash dividends or other
 transfer or registration fees, if applicable, for the registration of transfers or underlying ordinary ~ ¢ash distributions.
shares; and
« expenses of the Depositary in connection with the conversion of foreign currency into US
dollars (which are paid out of such foreign currency).

Expenses of the Depositary.

Fees and payments made by the Depositary to Westpac

The Depositary has agreed to reimburse certain Westpac expenses related to Westpac’s ADS program and incurred by Westpac in connection with the program, subject to certain limits.
The Depositary has also agreed to waive certain of its fees for standard costs associated with the maintenance and administration of the ADS program. The following table shows
reimbursements made and fees waived during the year.

Category of Expense Reimbursed to Westpac or Fees Waived Reimbursed or Waived for 2020

Investor relations US$509,926.27
Fees waived US$120,000.00
Total US$629,926.27

Under certain circumstances, including removal of the Depositary or termination of the ADS program by Westpac, Westpac is required to repay the Depositary certain amounts reimbursed and/or

expenses paid to or on behalf of Westpac.
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Exchange controls and other limitations affecting security holders

Australian exchange controls

Australian laws control and regulate or permit the control and regulation of a broad range of
payments and transactions involving non-residents of Australia. Pursuant to a number of
exemptions, authorities and approvals, there are no general restrictions from transferring
funds from Australia or placing funds to the credit of non-residents of Australia. However,
Australian foreign exchange controls are implemented from time to time against prescribed
countries, entities and persons. At the present time, these include:

(a) withholding taxes in relation to remittances or dividends (to the extent they are unfranked)
and interest payments;

(b) the financial sanctions administered by the Department of Foreign Affairs and Trade
(DFAT) in accordance with the Autonomous Sanctions Act 2011 and the Autonomous
Sanctions Regulations 2011, specifically, in relation to transactions involving the transfer
of funds or payments to, by the order of, or on behalf of individuals or entities including:

- persons associated with the former Milosevic regime, and persons indicted or
suspected of committing war crimes during the Balkan wars in the early 1990s;

- persons or entities engaged in activities that seriously undermine democracy,
respect for human rights and the rule of law in Zimbabwe;

- certain persons or entities associated with the Democratic People’s Republic of
Korea’s weapons of mass destruction program or missiles program;

- certain persons or entities that have contributed to or are contributing to Iran’s
nuclear or missile program;

- certain individuals and entities associated with the former Qadhafi regime in Libya;

- certain individuals and entities supporting the Syrian regime or that are responsible
for human rights abuses in Syria; and

- persons who have been instrumental or complicit in the threat to the sovereignty and
territorial integrity of Ukraine,

without the prior approval of the Minister for Foreign Affairs;

(c) the United Nations Security Council (UNSC) financial sanctions administered by DFAT,

including:

- Terrorist Asset Freezing Regime
In accordance with the Charter of the United Nations Act 1945 and the Charter of the
United Nations (Dealings with Assets) Regulations 2008, a person is prohibited from
using or dealing with funds, financial assets or economic resources of persons or
entities listed as terrorists by the Minister for Foreign Affairs in the Commonwealth of
Australia Gazette. It is also a criminal offence to make assets available to such
persons or entities; and
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- Country-based sanctions
Under the Charter of the United Nations Act 1945 and associated regulations, UNSC
financial sanctions have been implemented. It is an offence to use or deal with
funds, financial assets or economic resources of certain persons or entities
associated with countries designated by the UNSC. It is also a criminal offence to
make assets available to such persons or entities.

Limitations affecting security holders

The following Australian laws impose limitations on the right of non-residents or non-
citizens of Australia to hold, own or vote Westpac shares. All these limitations apply to the
holders of the American Depositary Receipts (ADRs) evidencing ADS, issued by our
Depositary in the United States.

Foreign Acquisitions and Takeovers Act 1975

Acquisitions of interests in shares in Australian companies by foreign persons that meet
certain thresholds are required to be notified to the Treasurer of Australia (through the
Foreign Investment Review Board) and to obtain a no objections notification under the
Foreign Acquisitions and Takeovers Act 1975 (Cth). That legislation applies to any
acquisition by a foreign person, including a corporation or group of associated foreign
persons, which results in ownership of 20% or more of the issued shares of an Australian
company or the ability to control 20% or more of the total voting power. In addition, the
legislation applies to any acquisition by a foreign government investor of 10% or more of the
total voting power or ownership of an Australian company (or any interest if the foreign
government investor acquires a control element - for example the right to appoint a director).
The legislation requires any persons proposing to make any such acquisition to first notify
the Treasurer of their intention to do so. Where such an acquisition has already occurred in
the absence of a no objections notification, the Treasurer has the power to order divestment
if he considers the acquisition to be contrary to Australia’s national interest.

Financial Sector (Shareholdings) Act 1998

The Financial Sector (Shareholdings) Act 1998 (Cth) imposes restrictions on shareholdings in
Australian financial sector companies (which includes Westpac). Under that legislation a
person (including a corporation) may not hold more than a 20% ‘stake’ in a financial sector
company without prior approval from the Treasurer of Australia. A person’s stake in a
financial sector company is equal to the aggregate of the person’s voting power in the
company and the voting power of the person’s associates. The concept of voting power is
broadly defined. The Treasurer may approve a higher percentage stake if the Treasurer is
satisfied that it is in the national interest to do so.

In addition, even if a person’s stake in a financial sector company does not exceed the 20%
limit, the Treasurer has the power to declare that a person has ‘practical control’ of a
financial sector company and require the person to relinquish that control or reduce their
stake in that company.
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Corporations Act 2001

The Corporations Act 2001 (Cth) prohibits any person (including a corporation) from
acquiring a relevant interest in our voting shares if, after the acquisition, that person or any
other person would be entitled to exercise more than 20% of the voting power in our shares.
The prohibition is subject to certain limited exceptions. In addition, under the Corporations
Act, a person is required to give a notice to us and to the ASX providing certain prescribed
information, including their name, address and details of their relevant interests in our voting
shares if they begin to have, or cease to have, a substantial holding in us, or if they already
have a substantial holding and there is a movement of at least 1% in their holding. Such
notice must, generally, be provided within two business days after the person becomes
aware of that information.

A person will have a substantial holding if the total votes attached to our voting shares in
which they or their associates have relevant interests is 5% or more of the total number of
votes attached to all our voting shares. The concepts of ‘associate’ and ‘relevant interest’
are broadly defined in the Corporations Act and investors are advised to seek their own
advice on their scope. In general terms, a person will have a relevant interest in a share if
they:

(a) are the holder of that share;

(b) have power to exercise, or control the exercise of, a right to vote attached to that share;
or

(c) have power to dispose of, or control the exercise of a power to dispose of, that share.

It does not matter how remote the relevant interest is or how it arises. If two or more persons
can jointly exercise any one of these powers, each of them is taken to have that power. Nor
does it matter that the power or control is express or implied, formal or informal, exercisable
either alone or jointly with someone else.

The American Depositary Shares (ADS) agreement

There is a Deposit Agreement between The Bank of New York Mellon as Depositary, and
Westpac, and the record holders from time to time of all ADS. Holders of our ADS are subject
to the foregoing limitations on the rights of non-residents or non-citizens of Australia to own
or vote Westpac shares. Record holders of ADS are required by the Deposit Agreement to
comply with our requests for information as to the capacity in which such holders own ADS
and related ordinary shares as well as to the identity of any other person interested in such
ADS and related ordinary shares and the nature of such interest.

Enforceability of foreign judgments in Australia

We are an Australian public corporation with limited liability. All of our Directors and
Executive Officers reside outside the US. Substantially all or a substantial portion of the
assets of all or many of such persons are located outside the US. As a result, it may not be
possible for investors to effect service of process within the US upon such persons or to
enforce against them judgments obtained in US courts predicated upon the civil liability
provisions of the federal securities laws of the US. There may be doubt as to the
enforceability in Australia, in original actions or in actions for enforcement of judgments of US
courts, of civil liabilities predicated upon the federal securities laws of the US.

Taxation

Australian taxation

The following discussion is a summary of certain Australian taxation implications of the
ownership and disposition of ordinary shares (including ADS) for shareholders holding their
shares on capital account. This discussion is based on the laws in force at the date of the
Annual Report and the Convention between the Government of Australia and the
Government of the United States of America for the Avoidance of Double Taxation and The
Prevention of Fiscal Evasion with Respect to Taxes on Income (the Tax Treaty), and is
subject to any changes in Australian law and any change in the Tax Treaty occurring after
that date.

This discussion is intended only as a descriptive summary and does not purport to be a
complete analysis of all the potential Australian tax implications of owning and disposing of
ordinary shares. The specific tax position of each investor will determine the applicable
Australian income tax implications for that investor and we recommend that investors
consult their own tax advisers concerning the implications of owning and disposing of
ordinary shares.

Taxation of dividends

Under the Australian dividend imputation system, Australian tax paid at the company level
is imputed (or allocated) to shareholders by means of imputation credits (also called
franking credits) which attach to dividends paid by the company to the shareholder. Such
dividends are termed ‘franked dividends’.

When an Australian resident individual shareholder receives a franked dividend, the
shareholder receives a tax offset to the extent of the franking credits, which can be offset
against the Australian income tax payable by the shareholder. An Australian resident
shareholder may, in certain circumstances, be entitled to a refund of excess franking.

The extent to which a dividend is franked typically depends upon a company’s available
franking credits at the time of payment of the dividend. Accordingly, a dividend paid to a
shareholder may be wholly or partly franked or wholly unfranked.

Fully franked dividends paid to non-resident shareholders are exempt from Australian
dividend withholding tax.

Dividends paid to a non-resident shareholder which are not fully franked are subject to
dividend withholding tax at the rate of 30% (unless reduced by a double tax treaty) to the
extent they are unfranked. In the case of residents of the US who are entitled to the benefits
of the Tax Treaty and are beneficially entitled to the dividends, the rate is reduced to 15%
under the Tax Treaty, provided the shares are not effectively connected with a permanent
establishment or a fixed base of the non-resident in Australia through which the non-resident
carries on business in Australia or provides independent personal services. In the case of
residents of the US that have a permanent establishment or fixed base in Australia where the
shares in respect of which the dividends are paid are attributable to that permanent
establishment or fixed base, there is no dividend withholding tax. Rather, such dividends will
be taxed on a net assessment basis and, where the dividends are franked, entitlement to a
tax offset may arise.




Shareholding information

Fully franked dividends paid to non-resident shareholders and dividends that have been subject
to dividend withholding tax should not be subject to any further Australian income tax.

There are circumstances where a shareholder may not be entitled to the benefit of franking
credits. The application of these rules depends upon the shareholder’s own circumstances,
including the period during which the shares are held and the extent to which the shareholder is
‘at risk’ in relation to their shareholding.

Gain or loss on disposition of shares

Generally, any profit made by a resident shareholder on disposal of shares will be subject to
capital gains tax. However, if the shareholder is regarded as a trader or speculator, or carries on
a business of investing for profit, any profits may be taxed as ordinary income.

A discount may be available on capital gains on shares held for 12 months or more by Australian
resident individuals, trusts or complying superannuation entities. The discount is one half for
individuals and trusts, and one third for complying superannuation entities. Companies are not
eligible for the capital gains tax discount. For shares acquired prior to 21 September 1999, an
alternative basis of calculation of the capital gain may be available which allows the use of an
indexation formula.

Normal rates of income tax would apply to capital gains so calculated. Any capital loss can only
be offset against capital gains. Excess capital losses may be able to be carried forward for offset
against future capital gains.

Generally, subject to two exceptions, a non-resident disposing of shares in an Australian public
company who holds those shares on capital account will be free from income tax in Australia.
The main exceptions are:

« shares held as part of a trade or business conducted through a permanent establishment in
Australia. In such a case, any profit on disposal would be assessable to tax. Losses may give
rise to capital losses or be otherwise deductible; and

« shares held in companies where the shareholder and its associates have held at the time of
disposal (or at least 12 months in the 24 months prior to disposal) a holding of 10% or more in
the company and more than 50% of the company’s assets are represented by interests in
Australian real property (which is unlikely to be the case for Westpac). In such a case, capital
gains tax would apply.

United States taxation

The following discussion is a summary of certain US federal income tax implications of the
ownership and disposition of ordinary shares (including ADS) by US holders (as defined below)
that hold the ordinary shares as capital assets. This discussion is based on the US Internal
Revenue Code of 1986, as amended, its legislative history, existing and proposed regulations,
published rulings and court decisions, and the Tax Treaty, all as currently in effect and all of
which are subject to change, possibly on a retroactive basis.

This discussion is intended only as a descriptive summary. It does not purport to be a complete
analysis of all the potential US federal income tax consequences of owning and disposing of
ordinary shares and does not address US federal income tax considerations
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that may be relevant to US holders subject to special treatment under US federal income tax law
(such as banks, insurance companies, real estate investment trusts, regulated investment
companies, dealers in securities, brokers, tax-exempt entities, retirement plans, certain former
citizens or residents of the US, persons holding ordinary shares as part of a straddle, hedge,
conversion or other integrated transaction, persons that have a ‘functional currency’ other than the
US dollar, persons that own 10% or more (by vote or value) of our stock, persons that generally
mark their securities to market for US federal income tax purposes or persons that receive ordinary
shares as compensation). As this is a complex area, we recommend investors consult their own tax
advisers concerning the US federal, state and/or local implications of owning and disposing of
ordinary shares.

For the purposes of this discussion you are a US holder if you are a beneficial owner of ordinary
shares and you are for US federal income tax purposes:

+ anindividual who is a citizen or resident of the US;

* acorporation created or organised in or under the laws of the US or any state thereof or the
District of Columbia;

* an estate, the income of which is subject to US federal income taxation regardless of its
source; or

« atrust, if a US court can exercise primary supervision over the trust's administration and one
or more US persons are authorised to control all substantial decisions of the trust, or certain
electing trusts that were in existence on 19 August 1996 and were treated as domestic trusts
on that date.

If an entity treated as a partnership for US federal income tax purposes owns the ordinary
shares, the US federal income tax implications of the ownership and disposition of ordinary
shares will generally depend upon the status and activities of such partnership and its partners.
Such an entity should consult its own tax adviser concerning the US federal income tax
implications to it and its partners of owning and disposing of ordinary shares.

Taxation of dividends

If you are a US holder, you must include in your income as a dividend, the gross amount of any
distributions paid by us out of our current or accumulated earnings and profits (as determined for
US federal income tax purposes) without reduction for any Australian tax withheld from such
distribution. We have not maintained and do not plan to maintain calculations of earnings and
profits for US federal income tax purposes, and as a result, you may need to include the entire
amount of any distribution in income as a dividend. If you are a non-corporate US holder, dividends
paid to you that constitute qualified dividend income may be taxable to you at a preferential tax rate
so long as certain holding period and other requirements are met. Dividends we pay with respect to
the ordinary shares generally will be qualified dividend income so long as we are not a PFIC during
the taxable year in which the dividend is paid or the preceding taxable year. Each non-corporate
US holder should consult their own tax advisor regarding the possible applicability of the reduced
tax rate and the related restrictions and special rules.
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Dividends paid by us constitute ordinary income that must generally be included in income
when actually or constructively received. Such dividends will not be eligible for the dividends-
received deduction generally allowed to corporate shareholders with respect to dividends
received from US corporations. The amount of the dividend that you must include in your
income as a US holder will be the US dollar value of the Australian dollar payments made,
determined at the spot Australian dollar/US dollar rate on the date the dividend distribution is
included in your income, regardless of whether the payment is in fact converted into US
dollars. Generally, any gain or loss resulting from currency exchange fluctuations during the
period from the date you include the dividend payment in income to the date you convert the
payment into US dollars will be treated as ordinary income or loss and will not be eligible for
the special tax rate applicable to qualified dividend income. This gain or loss generally will be
income from sources within the US for foreign tax credit limitation purposes. Distributions on
an ordinary share in excess of current and accumulated earnings and profits, as determined
for US federal income tax purposes, will be treated as a non-taxable return of capital to the
extent of your basis in such ordinary share and thereafter as capital gain.

Subject to certain limitations, Australian tax withheld in accordance with the Tax Treaty and
paid over to Australia may be claimed as a foreign tax credit against your US federal income
tax liability. Special rules apply in determining the foreign tax credit limitation with respect to
dividends that are subject to a preferential tax rate. A US holder that does not elect to claim a
US foreign tax credit for Australian income tax withheld may instead claim a deduction for
such withheld tax, but only for a taxable year in which the US holder elects to do so with
respect to all non-US income taxes paid or accrued in such taxable year.

Dividends paid by us generally will be income from sources outside the US for foreign tax
credit limitation purposes. Under the foreign tax credit rules, dividends will, depending on
your circumstances, be ‘passive category’ or ‘general category’ income for purposes of
computing the foreign tax credit.

The rules relating to US foreign tax credits are very complex, and each US holder should
consult its own tax adviser regarding the application of such rules.

Taxation of capital gains

If you sell, exchange or otherwise dispose of your ordinary shares, you will generally
recognise a capital gain or loss for US federal income tax purposes equal to the difference
between the US dollar value of the amount that you realise and your tax basis, determined in
US dollars, in your ordinary shares. A capital gain of a non-corporate US holder is generally
taxed at a reduced rate if the holder has a holding period greater than one year. The
deductibility of capital losses is subject to limitations. Such capital gain or loss generally will
be income from sources within the US, for foreign tax credit limitation purposes.

Medicare tax

In addition to regular US federal income tax, certain US holders that are individuals, estates
or trusts are subject to a 3.8% tax on all or a portion of their ‘net investment income’, which
may include all or a portion of their dividend income and net gain from the sale, exchange or
other disposition of their ordinary shares.

Passive foreign investment company considerations

We believe that we will not be treated as a passive foreign investment company (PFIC) for
US federal income tax purposes, and this discussion assumes we are not a PFIC. However,
the determination as to whether we are a PFIC is made annually at the end of each taxable
year and therefore could change. If we were to be treated as a PFIC, a US holder of
ordinary shares could be subject to certain adverse tax consequences.

Disclosure requirements for specified foreign financial assets

Individual US holders (and certain US entities specified in US Internal Revenue Service
(IRS) guidance) who, during any taxable year, hold any interest in any specified foreign
financial asset, generally will be required to file with their US federal income tax returns
certain information on IRS Form 8938 if the aggregate value of all such assets exceeds
certain specified amounts. ‘Specified foreign financial asset’ generally includes any financial
account maintained with a non-US financial institution and may also include the ordinary
shares if they are not held in an account maintained with a financial institution. Substantial
penalties may be imposed, and the period of limitations on assessment and collection of US
federal income taxes may be extended, in the event of a failure to comply. US holders
should consult their own tax advisers as to the possible application to them of this filing
requirement.

Information reporting and backup withholding

Under certain circumstances, information reporting and/or backup withholding may apply to
US holders with respect to payments on or the proceeds from the sale, exchange or other
disposition of the ordinary shares, unless an applicable exemption is satisfied.

Backup withholding is not an additional tax. Any amounts withheld under the backup
withholding rules generally will be allowed as a refund or credit against a US holder's US
federal income tax liability if the required information is furnished by the US holder on a timely
basis to the IRS.
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Our constitution

Overview

We were incorporated in 1850 under the Bank of New South Wales Act, a special piece of
legislation passed by the New South Wales Parliament at a time when there was no general
companies’ legislation in Australia. On 23 August 2002, Westpac became registered under
the Corporations Act 2001 (Cth) as a public company limited by shares.

As part of the process of becoming a company regulated under the Corporations Act,
shareholders adopted a new constitution at the AGM on 15 December 2000, which came into
operation on 23 August 2002. Our constitution has been subsequently amended by
shareholders on 15 December 2005,13 December 2007 and 13 December 2012.

Our objects and purposes

Our constitution does not contain a statement of our objects and purposes. As a company
regulated by the Corporations Act, we have the legal capacity and powers of an individual
both within and outside Australia, and all the powers of a body corporate, including the
power to issue and cancel shares, to issue debentures, to distribute our property among
our equity holders (either in kind or otherwise), to give security by charging our uncalled
capital, to grant a floating charge over our property and to do any other act permitted by
any law.

Directors’ voting powers

Under clause 9.11(a) of our constitution, subject to complying with the Corporations Act
regarding disclosure of and voting on matters involving material personal interests, our
Directors may:

(a) hold any office or place of profit in our company, except that of auditor;

(b) hold any office or place of profit in any other company, body corporate, trust or entity
promoted by our company or in which it has an interest of any kind;

(c) enter into any contract or arrangement with our company;

(d) participate in any association, institution, fund, trust or scheme for past or present
employees or directors of our company or persons dependent on or connected with
them;

(e) act in a professional capacity (or be a member of a firm that acts in a professional
capacity) for our company, except as auditor; and

(f) participate in, vote on and be counted in a quorum for any meeting, resolution or
decision of the Directors and be present at any meeting where any matter is being
considered by the Directors.

Under clause 9.11(b) of our constitution, a Director may do any of the above despite the

fiduciary relationship of the Director’s office:

(a) without any liability to account to our company for any direct or indirect benefit accruing to
the Director; and

(b) without affecting the validity of any contract or arrangement.
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Under the Corporations Act, however, a Director who has a material personal interest in any
matter to be considered at any Board meeting must not be present while the matter is being
considered or vote on the matter, unless the other Directors resolve to allow that Director to
be present and vote or a declaration is made by ASIC permitting that Director to participate

and vote. These restrictions do not apply to a limited range of matters set out in section 191

(2) of the Corporations Act, where the Director’s interest:

(a) arises because the Director is a shareholder of the company and is held in common with
other shareholders;

(b) arises in relation to the Director’s remuneration as a Director of the company;

(c) relates to a contract the company is proposing to enter into that is subject to shareholder
approval and will not impose obligations on the company if not approved by
shareholders;

(d) arises merely because the Director is a guarantor or has given an indemnity or security
for all or part of a loan (or proposed loan) to the company;

(e) arises merely because the Director has a right of subrogation in relation to a guarantee
or indemnity referred to in (d);

(f) relates to a contract that insures, or would insure, the Director against liabilities the
Director incurs as an officer of the company (but only if the contract does not make the
company or related body corporate the insurer);

(g) relates to any payment by the company or a related body corporate in respect of certain
indemnities permitted by the Corporations Act or any contract relating to such an
indemnity; or

(h) is in a contract or proposed contract with, or for the benefit of, or on behalf of, a related
body corporate and arises merely because the Director is a Director of that related body
corporate.

If there are not enough Directors to form a quorum for the Board meeting because of
Directors’ interests in a particular matter, a general meeting for shareholders may be called
to consider the matter and interested Directors are entitled to vote on any proposal to
requisition such a meeting.

Under clause 9.7 of our constitution, the maximum aggregate amount of annual remuneration
to be paid to our Non-executive Directors must be approved by our shareholders. This
aggregate amount is paid to the Non-executive Directors in such manner as the Board from
time to time determines. Directors’ remuneration is one of the exceptions under section 191
of the Corporations Act to the prohibitions against being present and voting on any matter in
which a Director has a material personal interest.
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Directors’ borrowing powers

Clause 10.2 of our constitution empowers our Directors, as a Board, to exercise all the
powers of Westpac to borrow or raise money, to charge any property or business of
Westpac or all or any of its uncalled capital and to issue debentures or give any other
security for a debt, liability or obligation of Westpac or of any other person. Such powers
may only be changed by amending the constitution, which requires a special resolution (that
is, a resolution passed by at least 75% of the votes cast by members entitled to vote on the
resolution and for which notice has been given in accordance with the Corporations Act).

Minimum number of Directors

Our constitution requires that the minimum number of Directors is determined in
accordance with the Corporations Act or other regulations. Currently the Corporations Act
prescribes three as a minimum number of Directors and APRA governance standards
specify five as the minimum number of Directors for APRA regulated entities. Westpac’s
current number of Directors is above these prescribed minimums.

Share rights

The rights attaching to our ordinary shares are set out in the Corporations Act and in our
constitution, and may be summarised as follows:

a) Profits and dividends

Holders of ordinary shares are entitled to receive such dividends on those shares as may be
determined by our Directors from time to time. Dividends that are paid but not claimed may
be invested by our Directors for the benefit of Westpac until claimed or required to be dealt
with in accordance with any law relating to unclaimed monies.

Our constitution requires that dividends be paid out of our profits. In addition, under the
Corporations Act, Westpac must not pay a dividend unless our assets exceed our liabilities
immediately before the dividend is declared and the excess is sufficient for payment of the
dividend. In addition, the payment must be fair and reasonable to the company’s
shareholders and must not materially prejudice our ability to pay our creditors.

Subject to the Corporations Act, the constitution, the rights of persons (if any) entitled to
shares with special rights to dividend and any contrary terms of issue of or applying to any
shares, our Directors may determine that a dividend is payable, fix the amount and the time
for payment and authorise the payment or crediting by Westpac to, or at the direction of,
each shareholder entitled to that dividend.

If any dividends are returned unclaimed, we are generally obliged, under the Banking Act
1959 (Cth), to hold those amounts as unclaimed monies for a period of seven years. If at the
end of that period the monies remain unclaimed by the shareholder concerned, we must
submit an annual unclaimed money return to the Australian Securities and Investment
Commission by 31 March each year containing the unclaimed money as at 31 December of
the previous year. Upon such payment being made, we are discharged from further liability
in respect of that amount.

Our Directors may, before paying any dividend, set aside out of our profits such sums as

they think proper as reserves, to be applied, at the discretion of our Directors, for any
purpose for which the profits may be

properly applied. Our Directors may carry forward so much of the profits remaining as they
consider ought not to be distributed as dividends without transferring those profits to a
reserve.

The following restrictions apply to our ability to declare and/or pay dividends:

(i) if the payment of the dividend would breach or cause a breach by us of applicable
capital adequacy or other supervisory requirements of APRA, including the capital
conservation buffer. Currently, one such requirement is that a dividend should not be
paid without APRA’s prior consent if payment of that dividend, after taking into account
all other dividends (if any) paid on our shares and payments on more senior capital
instruments, in the preceding 12 consecutive months to which they relate, would cause
the aggregate of such dividend payments to exceed our after tax earnings for the
preceding 12 consecutive months, as reflected in our relevant audited consolidated
financial statements; and

(i) if, under the Banking Act 1959 (Cth), we are directed by APRA not to pay a dividend;
(iii) if the declaration or payment of the dividend would result in us becoming insolvent; or

(iv) if any interest payment, dividend, redemption payment or other distribution on certain
Additional Tier 1 securities issued by the Group is not paid in accordance with the terms
of those securities, we may be restricted from declaring and/or paying dividends on
ordinary shares. This restriction is subject to a number of exceptions.

b) Voting rights

Holders of our fully paid ordinary shares have, at general meetings, one vote on a show of
hands and, upon a poll, one vote for each fully paid share held by them.

c) Voting and re-election of Directors

Under our constitution, at each AGM one-third of eligible Directors (or if their number is not
a multiple of three, the number nearest to one-third) and any other Director who has held
office for three years or more since the Director’s last election, must retire from office. In
determining the number of Directors to retire, no account is to be taken of a Director who
holds office in order to fill a casual vacancy or the Managing Director. A retiring Director
holds office until the conclusion of the meeting at which that Director retires but is eligible
for re-election at the meeting.

Under the ASX Listing Rules, no Director of a listed entity, apart from the Managing
Director, may continue to hold office, without offering himself or herself for re-election, past
the third AGM following their appointment or three years, whichever is the longer.

Under the Corporations Act, the election or re-election of each Director by shareholders at a
general meeting of a public company must proceed as a separate item, unless the
shareholders first resolve that the elections or re-elections may be voted on collectively. A
resolution to allow collective voting in relation to elections or re-elections is effective only if no
votes are cast against that resolution. Any resolution electing or re-electing two or more
Directors in contravention of this requirement is void.
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d) Winding up

Subject to any preferential entittement of holders of preference shares on issue at the
relevant time, holders of our ordinary shares are entitled to share equally in any surplus
assets if we are wound up.

e) Sinking fund provisions
We do not have any class of shares on issue that is subject to any sinking fund
provisions.

Variation of rights attaching to our shares

Under the Corporations Act, unless otherwise provided by the terms of issue of a class of
shares, the terms of issue of a class of shares in Westpac can only be varied or cancelled in
any way by a special resolution of Westpac and with either the written consent of our
shareholders holding at least three quarters of the votes in that class of shares or with the
sanction of a special resolution passed at a separate meeting of the holders of that class of
shares.

Convening general meetings

Under our constitution, our Directors may convene and arrange to hold a general meeting of
Westpac whenever they think fit and must do so if required to do so under the Corporations
Act and ASX Listing Rules. Under the Corporations Act, our Directors must call and arrange
to hold a general meeting of Westpac if requested to do so by our shareholders who hold at
least 5% of the votes that may be cast at the general meeting. Shareholders who hold at
least 5% of the votes that may be cast at a general meeting may also call and arrange to hold
a general meeting of Westpac at their own expense.

At least 28 days notice must be given of a meeting of our shareholders. Written notice must
be given to all shareholders entitled to attend and vote at the meeting. All ordinary
shareholders are entitled to attend and, subject to the constitution and the Corporations Act,
to vote at general meetings of Westpac.

Limitations on securities ownership

A number of limitations apply in relation to the ownership of our shares, and these are more
fully described in the section ‘Limitations affecting security holders’.

Change in control restrictions

Restrictions apply under the Corporations Act, the Financial Sector (Shareholdings) Act 1998
(Cth) and the Foreign Acquisitions and Takeovers Act 1975 (Cth).

For more detailed descriptions of these restrictions, refer to the sections ‘Limitations

affecting security holders’, Foreign Acquisitions and Takeovers Act 1975, Financial
Sector (Shareholdings) Act 1998, and Corporations Act 2001.

WESTPAC GROUP 2020 ANNUAL REPORT 363

Substantial shareholder disclosure

There is no provision in our constitution that requires a shareholder to disclose the extent of
their ownership of our shares.

Under the Corporations Act, however, any person who begins or ceases to have a
substantial holding of our shares must notify us within two business days after they become
aware of that information. A further notice must be given to us if there is an increase or
decrease of 1% in a person’s substantial holding. Copies of these notices must also be given
to the ASX. A person has a substantial holding of our shares if the total votes attached to our
voting shares in which they or their associates have relevant interests is 5% or more of the
total number of votes attached to all our voting shares. For more details, refer to the section
‘Corporations Act 2001

We also have a statutory right under the Corporations Act to trace the beneficial ownership
of our shares by giving a direction to a shareholder, or certain other persons, requiring
disclosure to us of, among other things, their own relevant interest in our shares and the
name and address of each other person who has a relevant interest in those shares, the
nature and extent of that interest and the circumstances that gave rise to that other person’s
interest. Such disclosure must, except in certain limited circumstances, be provided within
two business days after the direction is received.

Australian Company and Business Numbers

All Australian companies have a unique nine-digit identifier, referred to as an Australian
Company Number (ACN), which must be included on public documents, eligible negotiable
instruments and the company’s common seal. In addition, entities can apply for registration
on the Australian Business Register and be allocated a unique eleven-digit identifier known
as an Australian Business Number (ABN). For Australian companies, the last nine digits of
their ABN are identical to their ACN. The ABN may be quoted on documents in lieu of the
ACN.

Our ACN is 007 457 141 and our ABN is 33 007 457 141.

Documents on display

We are subject to the disclosure requirements of the US Securities Exchange Act of 1934,
as amended. In accordance with these requirements, we file Annual Reports with, and
furnish other information to, the US Securities & Exchange Commission (SEC). The SEC
also maintains a website at www.sec.gov that contains reports, proxy statements and other
information regarding registrants that file electronically with the SEC. Since April 2002, we
have filed our reports on Form 20-F and have furnished other information to the SEC in
electronic format which may be accessed through this website.
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Exchange rates
For each of the years indicated, the high, low, average and year-end noon buying rates’ for Australian dollars were:

Year Ended 30 September

(USS per A$1.00) 2021° 2020 2019 2018 2017 2016

High 0.7237 0.7388 0.7360 0.8105 0.8071 0.7817

Low 0.7140 0.5755 0.6730 0.7107 0.7174 0.6855

Average® n/a 0.6815 0.7023 0.7583 0.7624 0.7385

Close (on 30 September)* n/a 0.7160 0.6746 0.7238 0.7840 0.7667
For each of the months indicated, the high and low noon buying rates for Australian dollars were:

Month

October September August July June May

(USS per A$1.00) 20207 2020 2020 2020 2020 2020

High 0.7237 0.7375 0.7388 0.7168 0.7004 0.6664

Low 0.7140 0.7012 0.7107 0.6917 0.6785 0.6410

HoN =

The noon buying rate in New York City for cable transfers in Australian dollars as certified for customs purposes by the Federal Reserve Bank of New York.

Through to 9 October 2020. On 9 October 2020, the noon buying rate was A$1.00 = 0.7237.
The average is calculated by using the average of the exchange rates on the last day of each month during the period.

The noon buying rate at such date may differ from the rate used in the preparation of our consolidated financial statements at such date. Refer to Note 1(a) to the financial statements.
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Westpac shares are listed on the securities exchanges in Australia (ASX) and New Zealand (NZX) and as American Depository Receipts in New York (NYSE). Westpac Capital Notes 2, Westpac
Capital Notes 3, Westpac Capital Notes 4, Westpac Capital Notes 5 and Westpac Capital Notes 6 are listed on the ASX. Westpac NZD Subordinated Notes are listed on the NZX.

Important dates to note are set out below, subject to change. Payment of any distribution, dividend or interest payment is subject to the relevant payment conditions and the key dates for each

payment will be confirmed to the ASX for securities listed on the ASX.

Westpac Ordinary Shares (ASX code: WBC, NYSE code: WBK)

Westpac Capital Notes 3 (ASX code: WBCPF)

9 November 2020
10 November 2020
11 November 2020
12 November 2020
11 December 2020
18 December 2020

31 March 2021

New York ex-dividend date for final dividend
New York record date for final dividend
Ex-dividend date for final dividend

Record date for final dividend

Annual General Meeting

Final dividend payable

Financial Half Year end

Interim results and dividend announcement 3 May 2021
New York ex-dividend date for interim dividend 12 May 2021
New York record date for interim dividend 13 May 2021
Ex-dividend date for interim dividend 13 May 2021
Record date for interim dividend 14 May 2021

25 June 2021

30 September 2021
1 November 2021
9 November 2021
10 November 2021
11 November 2021
12 November 2021
15 December 2021'
21 December 2021

Interim dividend payable

Financial Year end

Final results and dividend announcement
New York ex-dividend date for final dividend
New York record date for final dividend
Ex-dividend date for final dividend

Record date for final dividend

Annual General Meeting

Final dividend payable

11 December 2020
14 December 2020
22 December 2020
11 March 2021

12 March 2021"

22 March 2021

10 June 2021

11 June 2021

22 June 2021

13 September 2021
14 September 2021
22 September 2021
13 December 2021
14 December 2021
22 December 2021

Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution

1.

Adjusted to immediately preceding business day as record date falls on a non-ASX business day or a date on
which banks are not open for general business in Sydney.

Westpac Capital Notes 4 (ASX code: WBCPG)

1. Details regarding the location of the meeting and the business to be dealt with will be contained in a Notice of
Meeting sent to shareholders in the November before the meeting.

Westpac Capital Notes 2 (ASX code: WBCPE)

14 December 2020
15 December 2020
23 December 2020
12 March 2021

15 March 2021

23 March 2021

11 June 2021

15 June 2021

23 June 2021

14 September 2021
15 September 2021
23 September 2021
14 December 2021
15 December 2021
23 December 2021

Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution

21 December 2020
22 December 2020
30 December 2020
19 March 2021

22 March 2021

30 March 2021

21 June 2021

22 June 2021

30 June 2021

21 September 2021
22 September 2021
30 September 2021
21 December 2021
22 December 2021
30 December 2021

Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
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Westpac Capital Notes 5 (ASX code: WBCPH)

Westpac NZD Subordinated Notes (NZX code: WBC010)

Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution

11 December 2020
14 December 2020
22 December 2020
11 March 2021

12 March 2021'

22 March 2021

10 June 2021

11 June 2021

22 June 2021

13 September 2021
14 September 2021
22 September 2021
13 December 2021
14 December 2021
22 December 2021

1. Adjusted to immediately preceding business day as record date falls on a non-ASX business day or a date

Ex-date for quarterly interest payment
Record date for quarterly interest payment
Payment date for quarterly interest payment
Ex-date for quarterly interest payment
Record date for quarterly interest payment
Payment date for quarterly interest payment
Ex-date for quarterly interest payment
Record date for quarterly interest payment
Payment date for quarterly interest payment
Ex-date for quarterly interest payment
Record date for quarterly interest payment
Payment date for quarterly interest payment
Ex-date for quarterly interest payment
Record date for quarterly interest payment
Payment date for quarterly interest payment

19 November 2020
20 November 2020'
1 December 2020
18 February 2021
19 February 2021

1 March 2021

20 May 2021

21 May 2021"

1 June 2021

19 August 2021

20 August 2021"

1 September 2021
18 November 2021
19 November 2021"
1 December 2021

on which banks are not open for general business in Sydney.

Westpac Capital Notes 6 (ASX code: WBCPI)

1 Adjusted to immediately preceding business day as record date falls on a date on which banks are not open
for general business in Wellington and Auckland, New Zealand and Sydney, Australia.

Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution
Ex-date for quarterly distribution
Record date for quarterly distribution
Payment date for quarterly distribution

9 December 2020
10 December 2020
18 December 2020

9 March 2021

10 March 2021

18 March 2021

9 June 2021

10 June 2021

18 June 2021

9 September 2021
10 September 2021
20 September 2021'

9 December 2021
10 December 2021

20 December 2021'

1. Adjusted to next business day as payment date falls on a non-ASX business day or a date on which banks

are not open for general business in Sydney.

Annual General Meeting

The Westpac Annual General Meeting (AGM) will be held on Friday, 11 December 2020 at 10:00am (Sydney time). Westpac will hold its AGM online as a virtual meeting and shareholder

registration will open at 9:00am (Sydney time).

The AGM will be webcast live on Westpac's website at westpac.com.au/AGM and an archived version of the webcast will be available on the website after the event.
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Useful information

Key sources of information for shareholders

We report our full year performance to shareholders, in late October or early November, in the
following forms: an Annual Report; a Sustainability Performance Report; an Investor
Discussion Pack and earnings releases.

Electronic communications

Shareholders can elect to receive the following communications electronically:

« Annual Report;

« Dividend statements when paid by direct credit or via Westpac’s Dividend Reinvestment
Plan (DRP);

« Notices of Meetings and proxy forms; and

« Major company announcements.

Opt for electronic communications by logging into Westpac’s Share Registrar’s
Investor Centre at www.linkmarketservices.com.au.

Online information

Australia
Westpac’s website www.westpac.com.au provides information for shareholders and
customers, including:
« access to internet banking and online investing services;
« details on Westpac's products and services;
« company history, results, market releases and news; and
« corporate responsibility and Westpac in the community activities.
Investors can access the Investor Centre at www.westpac. com.au/investorcentre. The
Investor Centre includes the current Westpac share price and links to the latest ASX
announcements and Westpac’s Share Registrars’ websites.

New Zealand
Westpac’s New Zealand website www.westpac.co.nz provides:
e access to internet banking services;
« details on products and services;
« economic updates, news and information, key financial results; and
« sponsorships and other community activities.

Westpac Investor Relations

Information other than that relating to your shareholding can be obtained from:
« Westpac Investor Relations
275 Kent Street
Sydney NSW 2000 Australia
Telephone: +61 2 8253 3143
Facsimile: +61 2 8253 1207
Email: investorrelations@westpac.com.au

Stock exchange listings

Westpac ordinary shares are listed on:
« Australian Securities Exchange (code WBC);
« New York Stock Exchange (NYSE), as American Depositary Shares (code WBK);
and
+ New Zealand Exchange Limited (code WBC).

1. Each ADS represents one fully paid ordinary share.

WESTPAC GROUP 2020 ANNUAL REPORT 367

Share registrars

Shareholders can check and update their information in Westpac’s Share Registrars’ online
Investor Centres, see details below. In Australia, broker sponsored holders must contact their
broker to amend their address.

Australia - Ordinary shares on the main register, Westpac Capital Notes 2, Westpac Capital
Notes 3, Westpac Capital Notes 4, Westpac Capital Notes 5 and Westpac Capital Notes 6

Link Market Services Limited
Level 12, 680 George Street
Sydney NSW 2000

Postal address: Locked Bag A6015, Sydney South NSW 1235, Australia
www.linkmarketservices.com.au

Shareholder enquiries:

Telephone: 1800 804 255 (toll free within Australia)
International: +61 1800 804 255

Facsimile: +61 2 9287 0303

Email: westpac@linkmarketservices.com.au

New Zealand - Ordinary shares on the New Zealand Branch register and Westpac NZD
Subordinated Notes

Link Market Services Limited

Level 11, Deloitte Centre

80 Queen Street

Auckland 1010, New Zealand

Postal address: P.O. Box 91976, Auckland 1142, New Zealand
www.linkmarketservices.co.nz

Shareholder enquiries:

Telephone: 0800 002 727 (toll free within New Zealand)
International: +64 9 375 5998

Facsimile: +64 9 375 5990

Email: enquiries@linkmarketservices.co.nz

Depositary in USA for American Depositary Shares*

Listed on New York Stock Exchange (CUSIP 961214301) BNY Mellon Shareowner Services
PO Box 505000

Louisville, KY 40233-5000, USA

https://www-us.computershare.com/investor

American Depositary Shares holder enquiries:
Telephone: 1-888-269-2377 (toll free in USA)
International: +1 201 680 6825

Email: shrrelations@cpushareownerservices.com
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Glossary of abbreviations and defined terms

AAS
AASB
ABS
ACCC
ADI
ADRs
ADS
Advanced IRB
AGM
ALCO
ALM
AMA
ANZSIC
APRA
ASIC
ASX
ASXCGC
AT1
ATMs
ATO
AUSTRAC
BAC
BankSA
BBSW
BCBS
bps
BRCC
CAGR
CAPs
Cash EPS
CCB
CDS
CEO
CET1

CFO

Australian Accounting Standards

Australian Accounting Standards Board
Asset-backed securities

Australian Competition and Consumer Commission
Authorised Deposit-taking Institution

American Depositary Receipts

American Depositary Shares

Advanced Internal Ratings Based

Annual General Meeting

Westpac Asset and Liability Committee

Asset and Liability Management

Advanced Measurement Approach

Australian and New Zealand Standard Industrial Classification
Australian Prudential Regulation Authority
Australian Securities and Investments Commission
Australian Securities Exchange

ASX Corporate Governance Council

Additional Tier 1

Automatic teller machines

Australian Taxation Office

Australian Transaction Reports and Analysis Centre
Board Audit Committee

Bank of South Australia

Bank Bill Swap Reference Rate

Basel Committee on Banking Supervision

Basis points

Board Risk & Compliance Committee

Compound annual growth rate

Collectively assessed provisions

Cash earnings per share

Capital Conservation Buffer

Credit default swap

Chief Executive Officer

Common Equity Tier 1

Chief Financial Officer

CGU
CHF
CLF
Corporations Act
COSO
CPM
CRG
CRO
CRS
CVA
DFAT
D-SIB
EAD
ECL
EPS
ESG
ESP
FBT
FCA
FCS
FMA
FTE
FVA
FVIS
FX
GHG
Hastings
IAPs
IASB
ICAAP
IFRS
IFTI

IRRBB

Cash Generating Unit
Swiss franc
Committed Liquidity Facility

Corporations Act 2001 (Cth)

Committee of Sponsoring Organizations of the Treadway Commission

Credit Portfolio Management

Customer Risk Grade

Chief Risk Officer

Common Reporting Standard

Credit valuation adjustment

Department of Foreign Affairs and Trade
Domestic Systemically Important Banks
Exposure at default

Expected credit loss

Earnings per share

Environmental, social and governance
Employee Share Plan

Fringe benefits tax

Financial Conduct Authority

Financial Claims Scheme

Financial Markets Authority

Full time equivalent employees

Funding Valuation Adjustment

Fair value through income statement
Foreign Exchange

Greenhouse gas

Hastings Funds Management Limited
Individually Assessed Provisions
International Accounting Standards Board
Internal Capital Adequacy Assessment Process
International Financial Reporting Standards
International Funds Transfer Instructions

Interest Rate Risk in the Banking Book
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IRS
ISDA
KMP
LCR
LGBTIQ+
LGD
LIBOR
LMI
LTIFR
LTVR
LVR
Moody’s
NaR
NCI

NIl
NYSE
NSFR
NzX
occC
ocCl
OFAC
oTC

PD
PFIC
PNG
RAMS
RBA
RBNZ
RISKCO
RMBS
ROE
Cash ROE
RSP
RWA
S&P

SEC

Internal Revenue Service

International Swaps and Derivatives Association
Key Management Personnel

Liquidity Coverage Ratio

Lesbian, gay, bisexual, transgender, intersex and queer
Loss given default

London InterBank Offer Rate

Lenders mortgage insurance

Lost Time Injury Frequency Rate

Long Term Variable Reward

Loan to value ratio

Moody’s Investors Service

Net interest income-at-risk

Non-controlling interests

Net interest income

New York Stock Exchange

Net Stable Funding Ratio

New Zealand Exchange Limited

Office of the Comptroller of the Currency
Other comprehensive income

Office of Foreign Assets Control

Over the counter

Probability of default

Passive foreign investment company
Papua New Guinea

RAMS Home Loans

Reserve Bank of Australia

Reserve Bank of New Zealand

Westpac Group Executive Risk Committee
Residential Mortgage Backed Securities
Return on equity

Return on equity on a cash earnings basis
Restricted Share Plan

Risk-weighted assets

Standard & Poor’s

US Securities and Exchange Commission

SME
SOx
STVR
TCE
TLAC
TSR
UK
UKSS
UNSC
us
VaR
VWAP
Westpac CPS
WGP
WHS
wiB
WNZL
WNZS
WPP

WSNZL
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Small to medium enterprises

Sarbanes-Oxley Act of 2002

Short Term Variable Reward

Total committed exposures

Total Loss Absorbing Capacity

Total Shareholder Return

United Kingdom

Westpac Banking Corporation UK Staff Superannuation Scheme
United Nations Security Council

United States

Value at Risk

Volume weighted average price

Westpac Convertible Preference Shares
Westpac Group Plan

Workplace Health and Safety

Westpac Institutional Bank

Westpac New Zealand Limited

Westpac New Zealand Superannuation Scheme
Westpac Performance Plan

Westpac Securities NZ Limited
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Item 19. Exhibits Index

1. Constitution (as amended) incorporated by reference to our Form 6-K filed on 14 December 2012.

2. Description of rights of each class of securities registered under Section 12 of the Securities Exchange Act of 1934.

4(c).2 Form of Access and Indemnity Deed between Westpac Banking Corporation and Director, incorporated by reference to our Annual Report on Form 20-F for the year ended 30
September 2008.

4(c).3 Indemnity Deed Poll dated 10 September 2009, of Westpac Banking Corporation, incorporated by reference to our Annual Report on Form 20-F for the year ended 30 September
2009.

8. List of controlled entities — refer to Note 31 to the financial statements in this Annual Report.

11. Code of accounting practice and financial reporting.

12. Certifications pursuant to Rule 13a-14(a)/15d-14(a) of the Securities Exchange Act of 1934.

13. Certifications pursuant to 18 U.S.C. Section 1350.

15. Auditor consent dated 1 November 2020.

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Scheme Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF XBRL Taxonomy Extension Definition Linkbase Document
101.LAB XBRL Taxonomy Extension Labels Linkbase Document
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

Copies of any instrument relating to the long-term debt of Westpac Banking Corporation that is not being attached as an exhibit to this Annual Report on Form 20-F and which does not exceed
10% of the total consolidated assets of Westpac Banking Corporation will be furnished to the SEC upon request.
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Signatures
The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and that it has duly caused and authorised the undersigned to sign this Annual Report on its behalf.

WESTPAC BANKING CORPORATION

By: /s/ Michael Clayton

Michael Clayton

General Counsel — Corporate, Treasury & Technology
Dated November 1, 2020
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Description of rights of each class of securities registered under Section 12 of the Securities Exchange Act of 1934 (the “Exchange Act”)
American Depositary Shares (“ADSs”) representing one ordinary share of Westpac Banking Corporation (“Westpac”, “we”, “our” or “us”) are listed and traded on the New York Stock Exchange
and, in connection with this listing (but not for trading), the ordinary shares are registered under Section 12(b) of the Exchange Act. This exhibit contains a description of the rights of (i) the holders
of ordinary shares and (ii) ADS holders. Ordinary shares underlying the ADSs are held by The Bank of New York Mellon, as depositary, and holders of ADSs will not be treated as holders of the

ordinary shares.

Disclosures under the following items are not applicable to Westpac and have been omitted: debt securities (ltem 12.A of Form 20-F), warrants and rights (Item 12.B of Form 20-F) and other
securities (Item 12.C of Form 20-F).

Shares

Type and Class of Securities (Item 9.A.5 of Form 20-F)
Westpac's ordinary shares have no par value. The respective number of ordinary shares that have been issued as of the last day of the financial year ended September 30, 2020 is given in Note
28 “Shareholders’ equity’ in Section 3 — Financial Statements of the Form 20-F for the financial year ended September 30, 2020 (the “Form 20-F”). Westpac’s ordinary shares are on a register.

Pre-emptivePre-emptive Rights (Item 9.A.3 of Form 20-F)
Not applicable.

Limitations or Qualifications (Item 9.A.6 of Form 20-F)
Not applicable.

Other Rights (Item 9.A.7 of Form 20-F)
Not applicable.

Rights of the Shares (Item 10.B.3 of Form 20-F)
See “Section 4 Shareholding information — Voting rights of ordinary shares,
Financial Statements of the Form 20-F.

Section 4 Additional information — Our constitution — Share rights” and Note 30 “Dividends” in Section 3 —

Requirements for Amendments (Item 10.B.4 of Form 20-F)
See “Section 4 Additional information — Our constitution — Variation of rights attaching to our shares” of the Form 20-F.

Limitations on the Rights to Own Shares (Item 10.B.6 of Form 20-F)
See “Section 4 Shareholding information — Exchange controls and other limitations affecting security holders” and “Section 4 Additional Information — Our constitution — Limitations on
securities ownership” of the Form 20-F.

Provisions Affecting Any Change of Control (Iltem 10.B.7 of Form 20-F)
See “Section 4 Additional information — Our constitution — Change in control restrictions” of the Form 20-F.

Ownership Threshold (Item 10.B.8 of Form 20-F)
There is no provision in Westpac’s constitution governing the ownership threshold above which shareholder ownership must be disclosed. Shareholders will, however, be required to
disclose shareholder ownership in accordance with the Australian Corporations Act 2001.

Differences Between the Law of Different Jurisdictions (Item 10.B.9 of Form 20-F)
See “Section 1 Information on Westpac — Supervision and regulation”, “Section 1 Information on Westpac — Corporate governance” and “Section 4 Shareholding information —
Exchange controls and other limitations affecting security holders” of the Form 20-F.

Changes in Capital (Item 10.B.10 of Form 20-F)
See “Section 4 Additional information — Our constitution — Variation of rights attaching to our shares” of the Form 20-F.

American Depositary Shares (Items 12.D.1 and 12.D.2 of Form 20-F)

The depositary will issue the ADSs. Each ADS will represent ownership interests in ordinary shares. The ordinary shares (or the right to receive ordinary shares) will be deposited by us with
National Australia Bank, Ltd., the custodian in Melbourne, Australia. Each ADS will also represent such securities, cash or other property deposited with The Bank of New York Mellon but not
distributed to ADS holders. The Bank of New York Mellon’s corporate trust office is located at 240 Greenwich Street, New York, NY 10286.
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The rights of ADS holders, including their rights to corporate governance practices, are governed by the Second Amended and Restated Deposit Agreement (the “Deposit Agreement”) the form of
which is attached as an exhibit to the registration statement on Form F-6 filed with the U.S. Securities and Exchange Commission on May 1, 2013.

For the purposes of this description, “you” refers to holders of the ADSs. You may hold ADSs either directly or indirectly through your broker or other financial institution. If you hold ADSs directly,
you are an ADS holder. This description assumes you hold your ADSs directly. If you hold the ADSs indirectly, you must rely on the procedures of your broker or other financial institution to assert
the rights of ADS holders described in this section. You should consult with your broker or financial institution to find out what those procedures are.

Because The Bank of New York Mellon will actually hold the ordinary shares underlying your ADSs, you must rely on it to exercise the rights of a shareholder. The obligations of The Bank of New
York Mellon are set the Deposit Agreement. The Deposit Agreement and the ADSs are generally governed by New York law.

The following is a summary of the Deposit Agreement. Because it is a summary, it does not contain all the information that may be important to you. For more complete information, you should
read the entire Deposit Agreement.

Share Dividends and Other Distributions
The Bank of New York Mellon has agreed to pay to you the cash dividends or any other distributions it or the custodian receives on shares or other deposited securities after deducting its fees
and expenses. You will receive these distributions in proportion to the number of ordinary shares your ADSs represent.

Cash

The Bank of New York Mellon will, as promptly as practicable, convert any cash dividend or other cash distribution we pay on the ordinary shares into U.S. dollars (“Dollars”), if it can do so on a
reasonable basis and can transfer the Dollars to the United States. If that is not possible or if any approval or license of any government or agency thereof which is required for such conversion is
denied or in the opinion of The Bank of New York Mellon is not obtainable, or if any such approval or license is not obtained within a reasonable period as determined by The Bank of New York
Mellon, the Deposit Agreement allows The Bank of New York Mellon to distribute the non-Dollar currency in which dividends are paid (or an appropriate document evidencing the right to receive
such non-Dollar currency) received, or in its discretion may hold such non-Dollar currency uninvested and without liability for interest.

Before making a distribution, any withholding taxes that must be paid will be deducted. See “Section 4 — Shareholding information — Taxation” of the Form 20-F. The Bank of New York Mellon will
distribute only whole U.S. dollars and cents and will round fractional cents to the nearest whole cent. If the exchange rates fluctuate during a time when The Bank of New York Mellon cannot
convert a non-Dollar currency, you may lose some or all of the value of the distribution.

Shares

The Bank of New York Mellon may distribute new ADSs representing any ordinary shares we may distribute as a dividend or free distribution, if we furnish it promptly with satisfactory evidence
that it is legal to do so. The Bank of New York Mellon will only distribute whole ADSs. It will sell ordinary shares which would require it to use a fractional ADS and distribute the net proceeds in
the same way as it does with cash. If The Bank of New York Mellon does not distribute additional ADSs, each ADS will also represent the new ordinary shares.

Rights to Receive Additional Shares

If we offer holders of our ordinary shares any rights to subscribe for additional shares or any other rights, The Bank of New York Mellon may make these rights available to you. We must first
instruct The Bank of New York Mellon to do so and furnish it with satisfactory evidence that it is legal to do so. If we do not furnish this evidence and/or give these instructions, and The Bank of
New York Mellon decides it is practical to sell the rights, The Bank of New York Mellon will sell the rights and distribute the proceeds, in the same way as it does cash. The Bank of New York
Mellon may allow rights that are not distributed or sold to lapse. In that case, you will receive no value from them.

In circumstances in which rights would otherwise not be distributed, if you request the distribution such rights in order to exercise the rights allocable to you, The Bank of New York Mellon will
make such rights available to you upon written notice from us that (a) we have elected in our sole discretion to permit such rights to be exercised and (b) you have executed such documents as
we have determined in our sole discretion are reasonably required under applicable law.

If The Bank of New York Mellon makes rights available to you, upon instructions from you, it will exercise the rights and purchase the ordinary shares on your behalf. The Bank of New York
Mellon will then deposit the ordinary shares on your behalf. It will only exercise rights if you pay it the exercise price, its fees and expenses and any other charges the rights require you to pay.

U.S. securities laws may restrict the sale, deposit, cancellation and transfer of the ADSs issued after exercise of rights. For example, you may not be able to trade the ADSs freely in the United
States. In this case, The Bank of New York Mellon may issue the ADSs under depositary arrangements mutually acceptable to Westpac and The Bank of New York Mellon.
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Other Distributions.

The Bank of New York Mellon will send to you anything else we distribute on deposited securities, after deduction or upon payment of any fees and expenses, by any means it thinks equitable
and practicable. If it cannot make the distribution in that way, The Bank of New York Mellon has a choice. It may decide to sell what we distributed and distribute the net proceeds in the same way
as it does with cash or it may decide to hold what we distributed, in which case the outstanding ADSs will also represent the newly distributed property.

The Bank of New York Mellon is not responsible if it decides that it is inequitable or impractical to make a distribution available to any ADS holders. We have no obligation to register ADSs,
shares, rights or other securities under the Securities Act. We also have no obligation to take any other action to permit the distribution of ADSs, shares, rights or anything else to ADS holders.
This means that you may not receive the distributions we make on our shares or any value for them if it is illegal or impractical for us to make them available to you.

Deposit, Withdrawal and Cancellation

The Bank of New York Mellon will issue ADSs if you or your brokers deposit ordinary shares or evidence of rights to receive ordinary shares with the custodian. Upon payment of its fees and

expenses and of any taxes or charges, such as stamp taxes or stock transfer taxes or fees, The Bank of New York will register the appropriate number of ADSs in the names you request and will
deliver the ADSs at its office to the person you request.

You may turn in your ADSs at The Bank of New York Mellon’s office. Upon payment of its fees and expenses and of any taxes or charges, such as stamp taxes or stock transfer taxes or fees,
The Bank of New York Mellon will deliver (1) the underlying ordinary shares to an account designated by you and (2) any other deposited securities underlying the ADS at the office of the
custodian, except that The Bank of New York Mellon may make delivery to you at its Corporate Trust Office of any dividends or distributions with respect to the deposited securities represented

by your ADSs, or of any proceeds of sale of any dividends, distributions or rights, which it may hold at the time. Or, at your request, risk and expense, The Bank of New York Mellon will deliver the
deposited securities at its office.

Voting Rights

You may instruct The Bank of New York Mellon to vote the ordinary shares underlying your ADSs but only if we ask The Bank of New York Mellon to ask for your instructions. Otherwise, you will
not be able to exercise your right to vote unless you withdraw the ordinary shares. However, you may not know about the meeting sufficiently in advance to withdraw the ordinary shares.

If we ask for your instructions, The Bank of New York Mellon will notify you of the upcoming vote and arrange to deliver our voting materials to you. The materials will (1) describe the matters to
be voted on and (2) explain how you, on a certain date, may instruct The Bank of New York Mellon to vote the ordinary shares or other deposited securities underlying your ADSs as you direct.
For instructions to be valid, The Bank of New York Mellon must receive them on or before the date specified. The Bank of New York Mellon will try, as far as practical, to vote or to have its agents
vote the ordinary shares or other deposited securities as you instruct.

We cannot assure you that you will receive the voting materials in time to ensure that you can instruct The Bank of New York Mellon to vote your ordinary shares. In addition, The Bank of New
York Mellon and its agents are not responsible for failing to carry out voting instructions or for the manner of carrying out voting instructions. This means that you may not be able to exercise your
right to vote and there may be nothing you can do if your ordinary shares are not voted as you requested.

Payment of Taxes

You will be responsible for any taxes or other governmental charges payable on your ADSs or on the deposited securities underlying your ADSs. The Bank of New York Mellon may refuse to
transfer your ADSs or allow you to withdraw the deposited securities underlying your ADSs until such taxes or other charges are paid. It may apply payments owed to you or sell deposited
securities underlying your ADSs to pay any taxes owed and you will remain liable for any deficiency. If it sells deposited securities, it will, if appropriate, reduce the number of ADSs to reflect the
sale and pay to you any proceeds, or send to you any property, remaining after it has paid the taxes.

Reclassifications, Recapitalizations and Mergers

If Westpac: Then:

changes the nominal value, changes the par value, splits up, consolidates, or reclassifies any of the deposited The c_a_sh, ordinary shares, other securities or property received by The Bank of New York Mellon will become deposited
securities; or securities.

Each ADS will automatically represent its equal share of the new deposited securities. The Bank of New York
recapitalizes, reorganizes, merges, consolidates, or sells assets affecting Westpac, or takes any similar action Mellon may, and will if Westpac so requests in writing, issue new ADSs or ask you to surrender your outstanding

ADSs in exchange for new ADSs, identifying the new deposited securities.
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Amendment and Termination

We may agree with The Bank of New York Mellon to amend the Deposit Agreement and the ADSs without your consent for any reason. If the amendment adds or increases fees or charges,
except for taxes and other governmental charges or registration fees, cable, telex or facsimile transmission costs, delivery costs or other such expenses, or prejudices an important right of ADS
holders, the amendment will only become effective 30 days after The Bank of New York Mellon notifies you of the amendment. At the time an amendment becomes effective, you are considered,
by continuing to hold your ADSs or any interest therein, to agree to the amendment and to be bound by the ADSs and the Deposit Agreement as amended.

We may terminate the Deposit Agreement by instructing The Bank of New York Mellon to notify all ADS holders at least 30 days before termination. The Bank of New York Mellon may also
terminate the Deposit Agreement if The Bank of New York Mellon has told us that it would like to resign and we have not appointed a new depositary bank within 60 days. In both cases, The
Bank of New York Mellon must notify you at least 30 days before termination.

After termination, The Bank of New York Mellon and its agents will be required to do only the following under the Deposit Agreement: (1) advise you that the Deposit Agreement is terminated, and
(2) collect distributions on the deposited securities and deliver ordinary shares and other deposited securities upon cancellation of ADSs. Any time after four months following termination, The
Bank of New York Mellon may sell any remaining deposited securities. After that, The Bank of New York Mellon will hold the proceeds of the sale, as well as any other cash it is holding under the
Deposit Agreement for the pro rata benefit of the ADS holders that have not surrendered their ADSs. It will not invest the money and will have no liability for interest. The Bank of New York
Mellon’s only obligations will be to account for the proceeds of the sale and other cash. After termination, our only obligation will be with respect to indemnification and to pay certain amounts to
The Bank of New York Mellon.

Limitations on Obligations and Liability to ADS Holders

The Deposit Agreement expressly limits our liabilities and obligations of The Bank of New York Mellon. We and The Bank of New York Mellon:

* are only obligated to take the actions specifically set forth in the Deposit Agreement without negligence or bad faith;

« are not liable if either is prevented or delayed by law or circumstances beyond their control from performing its obligations under the Deposit Agreement;
= are not liable if either exercises discretion permitted under the Deposit Agreement;

= are not liable for any action or non-action in reliance upon the advice of or information from legal counsel, accounts, any person presenting ordinary shares for deposit, any owner or any
other person believed by us and The Bank of New York Mellon in good faith to be competent to give such advice or information;

. have no obligation to become involved in a lawsuit or other proceeding related to the ADSs or the Deposit Agreement on your behalf or on behalf of any other party; and
. may rely upon any documents we believe to be genuine and to have been signed or presented by the proper party.

In the Deposit Agreement, we and The Bank of New York Mellon agree to indemnify each other under certain circumstances.

Requirements for Depositary Actions
Before The Bank of New York Mellon will issue or register transfer of an ADS, make a distribution on an ADS, or withdrawal of ordinary shares, The Bank of New York Mellon may require:

*  payment of stock transfer or other taxes or other governmental charges and transfer or registration fees charged by third parties for the transfer of any ordinary shares or other deposited
securities;

«  production of satisfactory proof of the identity and genuineness of any signature or other information it deems necessary; and

. compliance with regulations it may reasonably establish, from time to time, consistent with the Deposit Agreement, including presentation of transfer documents.

The Bank of New York Mellon may refuse to deliver, transfer or register transfers of ADSs generally when the books of The Bank of New York Mellon are closed, or at any time if The Bank of
New York Mellon or we think it advisable to do so.

You have the right to cancel your ADSs and withdraw the underlying ordinary shares at any time except:

*  when temporary delays arise because (1) we or The Bank of New York Mellon has closed its transfer books; (2) the transfer of ordinary shares is blocked to permit voting at a shareholders’
meeting; or (3) we are paying a dividend on the ordinary shares;

+ when you or other ADS holders seeking to withdraw ordinary shares owe money to pay fees, taxes and similar charges; or
+ when it is necessary to prohibit withdrawals in order to comply with any laws or governmental regulations that apply to ADSs or to the withdrawal of ordinary shares or other deposited
securities.

This right of withdrawal may not be limited by any other provision of the Deposit Agreement.
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Pre-Release of ADSs
In certain circumstances, subject to the provisions of the Deposit Agreement, The Bank of New York Mellon may issue ADSs before deposit of the underlying ordinary shares. This is called a pre-

release of ADS. The Bank of New York Mellon may also deliver ordinary shares upon the surrender of pre-released ADSs, even if the ADSs are cancelled before the pre-release transaction has
been closed out. A pre-release is closed out as soon as the underlying ordinary shares are delivered to The Bank of New York Mellon. The Bank of New York Mellon may receive ADSs instead of
ordinary shares to close out a pre-release. The Bank of New York Mellon may pre-release ADSs only under the following conditions: (a) before or at the time of the pre-release, preceded or
accompanied by a written representation and agreement from the person to whom the ordinary shares or ADSs are to be delivered, that such person, or its customer, (i) owns the ordinary shares
or ADSs to be remitted, as the case may be, (ii) assigns all beneficial right, title and interest in such ordinary shares or ADSs, as the case may be, to the depositary in its capacity as such and for
the benefit of the owners, and (iii) will not take any action with respect to such ordinary shares or ADSs, as the case may be, that is inconsistent with the transfer of beneficial ownership
(including, without the consent of the depositary, disposing of such ordinary shares or ADSs, as the case may be, other than in satisfaction of such pre-release), (b) at all times fully collateralized
with cash, U.S. government securities or such other collateral as the depositary determines in good faith, will provide substantially similar liquidity and security, (c) terminable by the depositary on
not more than five (5) business days notice, and (d) subject to such further indemnities and credit regulations as the depositary deems appropriate. In addition, The Bank of New York Mellon will
limit the number of ADSs that may be outstanding at any time as a result of pre-release to thirty percent (30%), although The Bank of New York Mellon may disregard the limit from time to time, if
it thinks it is appropriate to do so, and may, with our prior consent, change that limit for purposes of general application.
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CODE OF ACCOUNTING PRACTICE AND FINANCIAL REPORTING

The Westpac Group Code of Conduct describes the standards of conduct expected of our people, both employees and contractors. It provides a set of guiding principles to help us make the right
decision every time.

The Westpac Code of Conduct says we comply with our legal obligations, regulatory requirements, voluntary codes of practice to which we subscribe and Group policies. We take compliance
with the Code very seriously. If you breach the Code then you may face disciplinary action, including termination of your employment.

This Code of Accounting Practice and Financial Reporting complements the Westpac Code of Conduct. It is designed to help those officers and employees to whom it applies, to apply the highest
ethical standards to the performance of their duties and responsibilities with respect to accounting practice and financial reporting.

Application of this Code

This Code of Accounting Practice and Financial Reporting (Code) applies to the following officers and employees of Westpac:

+  principal executive officer, being the Chief Executive Officer;

«  principal financial officer, being the Chief Financial Officer;

+  the Deputy Chief Financial Officer;

. Divisional Chief Financial Officers;

+  Group Financial Controller; and

. such other officers and employees of Westpac as are required, from time to time, to certify their acknowledgment of this Code’s application to them.

References in this Code to things that “we” do (or will do) represent undertakings of these officers.

Activities governed by this Code

The purpose of this Code is to impose standards of behaviour that deter wrongdoing and to promote:

(1) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
The Westpac Code of Conduct requires that we:

+  Act with honesty, integrity and due skill, care and diligence. The simply stated rule is that we should not participate in activities that involve a conflict of interest between our personal
interests and our duties and obligations to the Westpac Group, or which a reasonable person would perceive as involving such a conflict of interest.

+  As employees, we should at all times act in a professional and ethical manner, striving for excellence in everything we do.

Under this Code, we acknowledge the critical importance of honest and ethical conduct:

. in the preparation, lodgement and publication of our financial statements, other financial information and our annual report; and

. in the establishment, maintenance and evaluation of our disclosure controls and procedures, and our other internal controls.

The Westpac Code of Conduct requires that we manage conflicts of interest responsibly. Potential conflicts of interest can arise every day and, to enable us to recognise

and deal with them appropriately, we must stay diligent.

Some examples of how we manage conflicts of interest include:

+  immediately reporting dishonest behaviour by our colleagues and customers;

. not soliciting, accepting or offering money, gifts, favours, entertainment or bribes which might influence or be seen to influence your business judgement;

. not accepting gifts except in very limited circumstances;

+  not trading in the shares of the Westpac Group companies or any other entity if you have obtained information that is not generally available to the market place and is material, and not
passing that information on to any other person;

not participating in business activities outside your employment in the Westpac Group if it could adversely affect your ability to carry out your duties and responsibilities of the Westpac Group
— even if there is no such potential adverse impact, you should seek approval of your People Leader before participating in those activities.
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(2) Full, fair, accurate, timely, and understandable disclosure in reports and documents that we file with, or submit to, the Australian Securities Exchange, the Australian

3

(4

(5

=

=

-

Securities and Investments Commission, the United States Securities Exchange Commission (or other financial regulator) and in other public communications that we

make;

Under this Code, we adopt procedures that allow us to publicly attest to the truth, fairness, and completeness of our financial statements, other financial information and our annual report;

and to file or submit those documents in a timely manner. We also apply stringent approval procedures to other public communications that relate to activities the subject of this Code, to

ensure that they meet the same standards.

In particular, under this Code we are required to be familiar with and comply with Westpac’s disclosure controls and procedures (including the Market Disclosure Policy (MDP))so that

Westpac'’s financial statements, other financial information and our annual report comply in all material respects with the applicable laws. In compliance with the MDP we are also required to

ensure that the market is kept continuously informed and so outside of financial statement and annual report periods we must escalate any information to People Leaders and / or the

Disclosure Officer that could, if publicly known, affect the price or value of Westpac's securities. In addition, each of us that have direct or supervisory authority regarding these documents or

Westpac’s other public communications concerning its general business, results, financial condition and prospects should, to the extent appropriate within our area of responsibility, consult

with other officers and employees of Westpac and take other appropriate steps regarding these disclosures. Our goal is to make full, fair, accurate, timely and understandable disclosures.

We must:

. Familiarise ourselves with the disclosure requirements applicable to Westpac (including the Market Disclosure Policy), as well as Westpac’s business and financial operations.

. Not knowingly misrepresent, or cause others to misrepresent, facts about Westpac to others, whether within or outside Westpac, including to Westpac’s independent auditors,
governmental regulators and stock exchanges.

. Properly review and critically analyse proposed disclosures for accuracy and completeness or, where appropriate, delegate this task to others.

Compliance with applicable governmental laws, rules and regulations;
The Westpac Code of Conduct says we comply with our legal obligations, regulatory requirements, voluntary codes of practice to which we subscribe and Group policies, including the
Westpac Code of Conduct.

Under this Code, we require compliance with the Corporations Act 2001, the Corporations Regulations 2001, applicable Accounting Standards, the U.S. securities laws, including Sarbanes-
Oxley Act 2002, and other laws and mandatory professional reporting requirements applicable to Westpac from time to time. It is our responsibility to adhere to the standards and restrictions
imposed by those laws, rules and regulations, including those relating to accounting and auditing matters.

The prompt internal reporting of violations of the code to an appropriate person or persons identified in the Code; and

The Westpac Code of Conduct requires that we immediately report any breaches by a colleague to your People Leader or your Human Resources or Compliance business unit
representative. Our Speaking Up Policy outlines all reporting channels, as well as the process for raising concerns anonymously.

The Board Audit Committee (BAC) is responsible for approving the Speaking Up Policy, including any material variations and reviewing reports on the receipt and treatment of Speaking Up
reports received by Westpac about accounting, internal control, audit, compliance and other matters about which individuals have concerns.

Accountability for adherence to this Code.

The Westpac Code of Conduct has full support of the Board and the Executive Team and we take compliance with the Code very seriously.
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SECTION 302 CERTIFICATION

|, Peter Francis King, certify that:

1. | have reviewed this annual report on Form 20-F of Westpac Banking Corporation (“the company”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and
cash flows of the company as of, and for, the periods presented in this report;

4. The company’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating
to the company, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the company’s internal control over financial reporting that occurred during the period covered by the annual report that has materially affected, or is
reasonably likely to materially affect, the company’s internal control over financial reporting; and
5. The company’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the company’s auditors and the audit committee
of the company’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the company’s
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the company’s internal control over financial reporting.

Date: 1 November 2020

/sl Peter Francis King

Peter Francis King

Managing Director and Chief Executive Officer
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SECTION 302 CERTIFICATION

I, Michael Rowland, certify that:

1. | have reviewed this annual report on Form 20-F of Westpac Banking Corporation (“the company”);

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light of the
circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition, results of operations and
cash flows of the company as of, and for, the periods presented in this report;

4. The company’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e))
and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material information relating
to the company, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the company’s internal control over financial reporting that occurred during the period covered by the annual report that has materially affected, or is
reasonably likely to materially affect, the company’s internal control over financial reporting; and
5. The company’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the company’s auditors and the audit committee
of the company’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely affect the company’s
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the company’s internal control over financial reporting.

Date: 1 November 2020

/sl Michael Rowland

Michael Rowland

Chief Financial Officer
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SECTION 906 CERTIFICATIONS
Pursuant to 18 U.S.C. § 1350

|, Peter Francis King, certify that the Annual Report on Form 20-F for the year ended 30 September 2020 of Westpac Banking Corporation (the “issuer”) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the report fairly presents, in all material respects, the financial condition and results of
operations of the issuer.

Date: 1 November 2020

/s/ Peter Francis King

Peter Francis King
Managing Director and
Chief Executive Officer

I, Michael Rowland, certify that the Annual Report on Form 20-F for the year ended 30 September 2020 of Westpac Banking Corporation (the “issuer”) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in the report fairly presents, in all material respects, the financial condition and results of
operations of the issuer.

Date: 1 November 2020

/s/ Michael Rowland

Michael Rowland
Chief Financial Officer
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Consent of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in the Registration Statements on Form F-3 (Nos. 333- 228295 and 333-228294) of Westpac Banking Corporation of our report dated 1
November 2020 relating to the financial statements and the effectiveness of internal control over financial reporting which appears in this Form 20-F.

/sl PricewaterhouseCoopers

Sydney, Australia
1 November 2020




