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Westpac’s 2020 Annual Report is our primary statutory and regulatory
reporting disclosure. It comprises information about our activities,
strategy, and financial and non-financial results over the reporting period.

Our annual reporting suite brings together the Group’s financial, non-
financial, risk and sustainability performance for the year. It includes our
Annual Report, FY20 Financial Results Announcement, FY20 Investor
Discussion Pack, Pillar 3 Report, Sustainability Performance Report, and
our Corporate Governance Statement. Access the full suite online at
www.westpac.com.au/2020annualreport.

+ Read more or refer to another Q Case study Rebuilding after bushfires *
report for more information St.George customer, Lyn Grey, o 2
and Ulladulla branch managefy.« TR et o)
Lloyd Pigram, at Lyn’s property: o .-" L
Westpac Banking Corporation on the NSW South Coast. - ! ¢
ABN 33 007 457 141 Full story on page 31.
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It’s been a challenging year and we should have done
better. We’ve taken accountability for our shortcomings
and are working to fix our mistakes, simplify the business
and restore performance. We’ve made progress, but
there’s much to do to restore value, and the trust you’ve
placed in us. Here is our plan.
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In this Annual Report a reference to ‘Westpac’, ‘Group’, ‘Westpac Group’, ‘we’, ‘us’ and ‘our’ is to Westpac Banking Corporation ABN 33 007 457 141 o
and its subsidiaries unless it clearly means just Westpac Banking Corporation. All figures in this Annual Report are for the 12 months ended z
30 September 2020 unless otherwise indicated. All comparisons are against results for the 12 months ended 30 September 2019 unless otherwise
indicated. All dollar amounts are in Australian dollars unless otherwise indicated. For certain information about the basis of preparing the financial
information in this Annual Report see ‘Reading this report’ in Section 2. In addition, this Annual Report contains statements that constitute
‘forward-looking statements’ within the meaning of Section 21E of the US Securities Exchange Act of 1934. For an explanation of forward-looking
statements and the risks, uncertainties and assumptions to which they are subject, see ‘Reading this report’ in Section 2. Information contained in
or accessible through the websites mentioned in this Annual Report does not form part of this report unless we specifically state that it is incorporated
by reference and forms part of this report. All references in this report to websites are inactive textual references and are for information only.
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ABOUT WESTPAC

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

DIVISION OVERVIEW FY20 CASH EARNINGS
CONSUMER Serves the banking needs of consumers in Australia
including the sales and service of banking products, $2 74 6 m
from mortgages, credit cards, personal loans and J

savings to deposit products. Also works with Business,
Westpac Institutional Bank (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 Serves the banking needs of small-to-medium
businesses and commercial and agribusiness 734 m
customers across Australia. Also supports the

banking needs of high net worth individuals in
our Private Wealth business.

WESTPAC Delivers a broad range of financial services
INSTITUTIONAL to commercial, corporate, institutional and m
BANK government customers operating in, and with

connections to, Australia and New Zealand.

NEW ZEALAND Delivers banking, wealth and insurance services $ 61 2
m

to consumer, business, and institutional customers
across New Zealand.

GROUP Includes Treasury, Technology and Core Support, 1 31 0
BUSINESSES which comprises Group support functions of [ ] m
Australian banking operations, property services,

strategy, finance, risk, compliance, legal, human
resources, and customer and corporate relations.

SPECIALIST Brings together the Group’s non-core Australian

BUSINESSES businesses, including superannuation, wealth ($506m)
platforms, investments, auto finance, general

insurance, life insurance, lenders mortgage

insurance, along with our operations in Fiji
and Papua New Guinea.

rrorr . $2,290m  carvines. $2,608m
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With our portfolio of brands, we provide over 14.1 million? 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 2020).
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BRANDS MARKET SHARE
‘I’ *st.george AUSTRALIA é
5
ha“kw mnm :::z::::’ld Mortgage* :E;
o
Aav 21% 22%
o
Business Wealth
‘I’ *st.george credit* platformss
o o
N —— 16% 18%
Customers o
s 12.1m
>
\\ 1/ NEW ZEALAND %
Consumer
lending® Deposits®
Wifestpac croup 19% 18%
Customers
1.3m
WiF  &BT -3

s

Westpac Pacific

Refer to page 10 for a reconciliation of reported profit to
cash earnings.
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Includes Westpac Pacific customers.

APRA Banking Statistics, September 2020.

RBA Financial Aggregates, September 2020.

Strategic Insights, June 2020. All Master Funds Admin.
RBNZ, September 2020.
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2020
Year In review

This year has been challenging, overshadowed by the
AUSTRAC proceedings, bushfires and storms, and
COVID-19. Through it all, we have remained focused
on helping customers, employees, and the Australian
and New Zealand economies.

The AUSTRAC issues highlighted shortcomings in our
management of financial crime risk and have been a
catalyst for change across the Group. In the last year,
we have refreshed our Board and Executive Team, are
refocusing on core banking, and are accelerating our
program to address shortcomings in our management
of risk. Change is underway, but there is a lot to do.

The Group’s financial results were disappointing.
Reported profit was $2,290 million, down 66%. Cash
earnings were $2,608 million, down 62%. Much of

the decline resulted from our operating environment,
where we faced lower margins and higher impairment
charges - a direct result of COVID-19. However, the
poor result was also due to higher costs related to the
AUSTRAC proceedings along with asset write-downs
from businesses we plan to exit.

Nevertheless, our balance sheet remained strong.
Our capital ratios are in the top quartile of banks
globally and funding and liquidity ratios are
comfortably ahead of regulatory minimums.

Amplified by COVID-19, our share price declined over
the year and dividends were significantly lower. Our
three priorities of fix, simplify and perform underpin
our plans to fix the issues, simplify our business and

improve performance. Progress over the year included:

— Five new Group Executives;

— Establishing our new Specialist Businesses division
bringing together non-core activities;

— Launching our new Lines of Business operating
model to clarify responsibility and accountability
for end-to-end performance;

— Implementing structural and operational changes
to the management of risk; and

— Commencing our CORE program bringing
together initiatives to improve non-financial
risk management.

With a committed team and priorities to fix, simplify,
and perform, we are confident that we are on the
path to become a simpler, stronger bank.

1 Bushfire recovery packages at 31 March 2020.

O

Customers

HIGHS

(il

Financial

Supporting customers during
COVID-19

~175,000

Mortgage deferral packages

~40,000

Deferrals for businesses

1,980

Bushfire recovery support
packages

Long-dated complaints

Vv 93%

#1

Business Banking NPS ranking?3

LOWS

Strong balance sheet

CET1 capital ratio

11.13%

Net Stable
Funding Ratio

122%

Efficiency savings

$400m+

#3

Consumer NPS ranking*

Delays responding
to customers given increased
queries during COVID-19

Mortgage 90+ day
delinquencies up
68 basis points to

1.50%

$1.2bn

Notable Items after tax,
excluding AUSTRAC

No 2020 interim
dividend

Final dividend per share

3lc

Share price®

+43%

2 Net Promoter Score measures the net likelihood of recommendation to others of the customer’s main financial institution for retail or business banking. Net
Promoter ScoreSMis a trademark of Bain & Co Inc., SatmetrixSystems, Inc., and Mr Frederick Reichheld. Using a 11 point numerical scale where 10 is ‘Extremely
likely” and O is ‘Extremely unlikely’, Net Promoter Score is calculated by subtracting the percentage of Detractors (0-6) from the percentage of Promoters (9-10).

3 Source: DBM Consultants Business Atlas, March - August 2020, 6MMA. MFI customers, all businesses.

4 Source: DBM Consultants Consumer Atlas, March - August 2020, 6MMA. MF| Westpac Group customers.

5 Based on 30 September 2020 vs 30 September 2019 closing share prices.
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Employees

Launched
New
Westpac
app

Branch and ATM availability
during COVID-19

>90%

Strengthened infrastructure,
major system outages more
than halved

Bringing

1,000

jobs back to Australia

New Board Legal, Regulatory,

Compliance & Conduct
Committee

New Financial Crime function
with Group Executive
reporting to CEO

400+

new Risk, Compliance and
Financial Crime employees

Updated position
statements:

— Climate Change

— Human Rights

$10.1bn

lending to climate
change solutions

$150m+

in community investment®

#1

largest financier to greenfield
renewable energy projects in
Australia for the past three

years’

Employee commitment
index?®

73%

Supported people
working from home
at the peak of COVID-19

22,000

Women in leadership?®

50%
9.4%

of employees using
Employee Access Program
for confidential counseling
and coaching

Mortgage balances
declining

2%

Complexity of IT
infrastructure - long
timeframe to fix

AUSTRAC’s Statement
of Claim and provision
for penalty of

$1.3bn

Additional

$500m

APRA capital overlay
for risk deficiencies

Credit impairment charge

$3.2bn

™ $2.4bn

Inadequate transaction
monitoring to help identify
potential child exploitation

Remuneration consequences

following review of AUSTRAC

matters'®

$20m

Board and Executive departures

©0 0w N O

Excludes commercial sponsorships.
IJGlobal, September 2020.
Six-month rolling average.

Proportion of women (permanent and maximum term) in leadership roles across the Group, including 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.
10 Refer to explanation in Remuneration Report in the Directors’ Report.

-
(%]
-
3
=]
m
@
(g}
o
m
<
m
2

FONVWHO¥Id dNOYD ¢

SLNIW3LVLS TVIONVNIL €

NOILVWHOANI 33ATOHIAYVHS v



6 WESTPAC GROUP 2020 ANNUAL REPORT

CHAIRMAN’S REPORT

Dear fellow shareholders,

I am very pleased to have become the Chairman of
such an important Australian company as Westpac
in what has become a difficult time for us and the
industry more broadly.

The country, the banking sector and Westpac have
been here before, but in different circumstances, and
as before, recovery will re-emerge.

This is my first Annual Report letter to you as Chairman,
and there are three messages | would like to deliver.

The first is to express my disappointment at a number of
issues we are facing, in particular, the AUSTRAC matters,
subdued financial performance, as well as our inability to
pay a first half dividend this year. Despite the subdued
economic environment, these issues are partly of our
own making, and therefore simply not good enough.

For this | apologise sincerely on behalf of the Company.

The decision on the first half dividend was particularly
disappointing for shareholders, especially those relying
on dividends. Many shareholders have written to me
expressing their disappointment and anger at this, as
well as at the loss of the value of their investments.
Shareholders legitimately are aggrieved and deserve
better outcomes.

| am fully aware that in a low growth environment, a solid
dividend yield is important to total shareholder return.
We have been able to declare a final dividend of 31 cents
per share. This dividend represents a payout ratio of
49% of our Full Year 2020 statutory earnings.

It is important we work quickly towards a consistent
dividend each half by improving the performance of
our portfolio of businesses and maintaining our capital
strength. With respect to the latter, our capital position
remains strong and we have options to ensure we
maintain capital strength, without resorting to external
sources.

It is my role as Chairman, that of my Board colleagues,
and our management team to assist the country and our
customers to manage through this difficult period. As
we undertake this task, we must fix our issues and boost
performance and shareholder value. We are committed
to seeing this through, and we have made good progress
already.

We are taking firm and urgent steps to resolve matters.
While we can continue to address some issues quickly,
many will however take time, and | ask for your patience,
which | believe will be rewarded. | look forward to
updating you on this progress.

The second is while there remain matters to fix, we

are primarily focused on the future. | am genuinely
pleased at the way the Board and management have
responded to these past challenges as well as setting
out a new agenda for the Company. While it may not yet
be transparent externally, there has been considerable
progress over the past six months, which will set a new
foundation for the Company.

Westpac’s heritage and foundations are strong, and
there is much we can build upon, particularly our strong
core domestic franchises.

There have been few times in history where we have
needed to move so rapidly. Circumstances are different
now, and our approach must change.

Third, we are well advanced to improve the way we
manage and respond to the challenges before us.
For example, we have moved from committee-based
decision making, to faster decision making with clear
individual accountabilities.
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Immediately on my appointment and that of the CEO, we
announced a strategy reset to get back to core banking.
We transferred several businesses into a new division
and many of these will be exited, adding additional
capital strength. This will also help us to become leaner,
more agile and more accountable while maintaining our
caring and helping orientation. Managing fewer things
should also ensure we do them better and resolve issues
more quickly.

We are also responding to an increasingly digital world
and making it easier for customers to do business

with us online and with mobile technology. A great
example has been the completion of our new generation
Westpac Banking app that will be available to all iPhone
customers in the year ahead.

In designing and delivering our strategy, there is no
substitute for having a best-in-class management team
and Board.

The Board was renewed with the appointments of
Chris Lynch and Michael Hawker during the year. Chris
has a strong management and finance background,
having been the CFO at both Rio Tinto and BHP, as well
as the CEO of Transurban. Mike is a highly experienced
director and given his extensive financial services
experience will complement the Board’s skills. As part
of the Board’s renewal we expect to appoint additional
Directors in the period ahead, adding to the Board’s
skills, experience and diversity.

We’ve already made significant changes to the
management team, including the appointment of
Peter King as CEO. Peter’s experience in banking,
and of Westpac, is extensive, and he has a strong
execution bias, as have the team overall.

Peter has announced and implemented a new business-
line management structure which will give the heads of
these businesses, end-to-end personal accountability
for progress and results, and he has also launched
comprehensive business and cultural transformation
programmes across the Group.

Central to our change has been to improve
accountability, and this year significant consequences
were applied in relation to the AUSTRAC matters.

In addition to the management and Board changes,
remuneration consequences of more than $20 million’
were applied to decrease remuneration outcomes across
38 executives, managers and other employees.

It is important we work quickly
towards a consistent dividend
each half by improving
performance of our portfolio of
businesses and maintaining our
capital strength.”

This included cancelling all short-term variable reward
for the Group Executive Team this year. With the
AUSTRAC proceedings settled and remuneration
consequences applied, we must now look ahead and
implement the necessary change to rebuild Westpac.

We have also changed the way the Board works, taking
steps to improve processes and oversight, to ensure
we are focusing on all elements of success including
strategy, management, customer service, economic
performance, capital, dividends and importantly given
our current regulatory issues, financial and non-financial
risk management compliance and culture. With respect
to compliance, we have established a new Board

Legal, Regulatory and Compliance Committee to give
greater focus to this area and have also given separate
management focus to these functions.

We have made changes to the conduct of Board and
committee meetings, to improve decision making and
allow us to focus on the most important matters.

All of these changes have been necessary as a
foundation to ensure we get and put things right, get
them done, ensure they have been done and don’t
happen again.

During the year, Brian Hartzer, our former CEO, stepped
down, a number of Directors retired from the Board -
Lindsay Maxsted our former Chairman, Ewen Crouch and
Anita Fung, Non-executive Directors - and Alison Deans
has elected to step down at this year’s Annual General
Meeting. | would like to take this opportunity to thank
them for their service to the Company.

Looking forward, it is unfortunate that COVID-19, and its
impact, will likely be with us for a while yet. It will take
some time before we fully understand the impact on
our customers and the bank. This said, while uncertainty
remains, we are working hard to produce better results
in 2021, but it is unlikely that we will see a return to

a more normal situation until 2022, at the earliest.

Rest assured, the Board and management are fully
committed to restoring Westpac to its rightful position
at the earliest possibility, and | am confident that this will
happen.

Your sincerely,

—

John McFarlane
Chairman

1 Refer to explanation in Remuneration Report in the Directors’ Report.
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CEO’S REPORT

Dear shareholders,

This has been a year like no other. COVID-19’s impact
has been profound and has created challenges for
many individuals and companies. The sharp decline
in economic growth, low interest rates and higher
impairment charges have materially impacted the
sector’s and our earnings.

At the same time, our own issues, including responding
to our shortcomings in risk management - particularly
in financial crime - have contributed to lower earnings.
These factors saw dividends and the value of your
investment fall.

You expected more from Westpac and we apologise for
letting you down. | recognise the distress lower dividends
caused to many shareholders, especially retirees. |

assure you that while it will take some time, we are doing
everything we can to fix things and rebuild Westpac.

| do not underestimate the importance of leading
Australia’s oldest company at such a pivotal moment

- it is a great privilege. Having spent the best part of
my career at Westpac, | know this Company has strong
foundations and deeply committed people, and so | am
confident we will fix our issues, simplify our business
and perform for our stakeholders.

Turning things around

On 20 November 2019, AUSTRAC commenced civil
proceedings against Westpac in relation to alleged
contraventions of the Anti-Money Laundering and
Counter-Terrorism Financing Act 2006 (Cth). This had

a major impact this year, highlighting weaknesses in

our management of financial crime. We have taken
responsibility for our failings and in September this year,
we reached an agreement with AUSTRAC to resolve the
proceedings. As part of the settlement, Westpac agreed
to pay a civil penalty of $1.3 billion, which the Court

has approved.

While this is a significant cost for shareholders, the overall
settlement is an important step forward, allowing us to
direct our energy to getting back on track.

We have investigated the underlying issues, and we

know we need to do better. We carried out a number of
internal reviews including an assessment of management
accountability in relation to the issues raised in the
AUSTRAC proceedings and the adequacy of Westpac’s
financial crime program. We also established an
independent Advisory Panel to review Board governance
and Board accountability in relation to the issues raised in
the AUSTRAC proceedings and reassessed our 2018 Culture,
Governance and Accountability self-assessment program.
The recommendations and findings of these reviews were
published on 4 June and 17 July 2020 respectively.

Complexity has been at the heart of our issues - in our
systems, processes, and businesses. Accountability was
often not clear, and the right skills and capabilities were
lacking in some areas. We didn’t have the right culture
and we were too reactive and slow to respond when
issues emerged.

For change to be effective it must start at the top.

There has been significant change at the executive level
with the team renewed. We have sharpened our focus on
Australia and New Zealand and are moving back to core
banking, with our Specialist Businesses division bringing
our non-core businesses together.

We have enhanced our operating structures by
implementing a Lines of Business model which aligns

our businesses to our major customer offers such as
mortgages, everyday banking, or business lending.
Individuals are now responsible for each Line of Business,
including financial performance, risk management and
customer outcomes. This model aims to improve decision
making, creates clear end-to-end accountability for

our activities, streamlines management and speeds

up decision making.
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These changes are complemented by our new purpose
and values and will help guide our cultural change.

We have also made changes in risk management, including
the creation of a new role - Group Executive, Financial
Crime, Compliance and Conduct, and added significant
skills and resources to our risk management areas. Fixing
our management of risk is a key priority.

We have made good progress in improving our financial
crime program and are making Company-wide changes
through our Customer Outcomes and Risk Excellence
program. This program deals with the source of our issues,
seeking to strengthen non-financial risk management and
improve our risk culture.

| am confident that these changes are steering Westpac

in the right direction, towards becoming a simpler and
stronger bank. The turnaround will take some years, but we
are determined to rebuild value and importantly, your trust.

Helping customers when they need it most

Against this backdrop, | am very proud of how our people
stepped up to support customers through COVID-19,

and the bushfires and floods that affected large parts of
Australia this year. We worked hard to support customers
through this time, changing our operations to remain open,
diverting resources to areas of most need and providing a
range of tailored support packages.

With the bushfires, in addition to the many employees
working on the front line, our teams worked tirelessly
to ensure customers could access their funds while also
providing emergency grants to those most affected.
Around 2,000 relief packages were provided.

With COVID-19, our focus was doing everything we could
to keep our people safe while supporting customers. We
kept as many branches as we could open while enabling
around 22,000 employees to work from home. We
provided customers with special interest rates, certain

fee waivers, and temporary loans and supported over
215,000 consumer and business customers with repayment
deferrals.

While there were a few setbacks through the year, such
as increased wait times and delays to loan processing,
we have (and will continue to) supported customers
through this uncertain time.

Performance

Our financial performance this year was disappointing.

The Group’s reported profit was $2,290 million down 66%
(or $2,608 million in cash earnings, down 62%), partly a
result of our operating environment including low interest
rates, materially higher impairment charges and higher
costs from navigating COVID-19. The AUSTRAC settlement,
further remediation costs, asset writedowns and high risk
and compliance costs also contributed. The larger impacts
on results included:

— Impairment charges of $3,178 million, reflecting an
increase in provisions for expected credit losses due
to COVID-19 impacts;

— $1,442 million after tax in provisions for AUSTRAC
proceedings including a civil penalty of $1,300 million;
and

— Additional provisions for customer refunds, repayments,
associated costs and litigation items of $440 million
after tax.

| do not underestimate the

importance of leading Australia’s
oldest company at such a pivotal
moment - it is a great privilege.”

Despite the strength of our franchise, lending stalled over
the year. While demand was lower, we did not keep pace

with the market - particularly in our core mortgage portfolio.

Net interest margins were also down due principally to low
interest rates and a highly competitive market.

However, our balance sheet remains strong. Key liquidity
and funding ratios are above target, and our CET1 capital
ratio was 11.13% - the highest level for at least the last

20 years. This strength made possible the payment of the
final dividend, albeit reduced, and allows us to continue
supporting customers and the economy through this
challenging time.

We remain comfortable with our current capital ratios and
have buffers to absorb a potential further deterioration

in asset quality. Capital will also be generated as we exit
activities in our Specialist Businesses division.

Looking ahead

In the near term, growth is already benefitting from the
reopening of the economy. Next year we expect that

to continue, albeit at a slower pace. Risks around the
containment of the virus, the gradual unwinding of support
measures, and prospects for the global economy emphasise
the high uncertainty we will continue to experience.

Growth in financial services will also be challenged,
particularly in a persistent low interest rate environment.
Impairment charges are also likely to remain elevated as
consumer and business defaults rise following stimulus
measures unwind.

With our three priorities of fix, simplify and perform we are
becoming a simpler and stronger bank focused on our core
consumer, business and institutional segments. Through
our program of change we are implementing our new
Lines of Business operating model, strengthening our risk
management capability, finalising customer remediation,

enhancing our risk culture and simplifying where we operate.

Finally, | want to thank our people. | know how deeply
many have been affected by our issues this year. Despite
the challenges our people have worked incredibly hard
and always maintained their passion to help each other
and customers.

Importantly, we move ahead with a strong balance sheet
and the financial resources and commitment to continue
supporting customers and shareholders through this
difficult time.

Yours sincerely,

e i,

Peter King
CEO
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PERFORMANCE REVIEW

FY20 performance
overview

Westpac Group delivered a net profit attributable
to owners of Westpac Banking Corporation for
Full Year 2020 of $2,290 million, a decrease of
$4,494 million, down 66%.

Much of the decline can be traced back to the impact
of COVID-19 on customers and on our business. This
included a material increase in impairment charges
as we put aside provisions for the estimated impact
of potential future credit losses. Earnings were also
impacted by our own issues, including the costs
associated with the AUSTRAC matters.

In assessing performance, we use ‘cash earnings’
- a measure of profit determined by adjusting
reported earnings by three factors:

1. Material items that do not reflect ongoing
performance;

2. Some items that may not be considered when
determining dividends, including the amortisation
of intangible items, treasury shares or economic
hedging impacts; and

3. Accounting classifications between individual items
that do not impact reported results.

WESTPAC MEASURES OF PROFIT ($m)

mm Reported Net Profit == Cash earnings

FY18 FY19 FY20

To further explain performance, we have identified a
number of major items that do not reflect underlying
performance. These are ‘notable items’ and in

FY20 were $2,619 million and included:

— Provisions and costs associated with the AUSTRAC
proceedings $1,442 million after tax;

— Provisions for customer refunds, repayments,
associated costs and litigation items $440 million
after tax;

— The write-down of intangible items $614 million; and
— The net impact of major asset sales and revaluations
$123 million.

The charts on the next page are presented on a cash
earnings basis.

REPORTED NET PROFIT ATTRIBUTABLE TO OWNERS OF WESTPAC ($m)

% MOV’T
SEPT 20
- SEPT 19

FULL YEAR FULL YEAR

SEPT 2019

SEPT 2020

Net interest income 16,696 16,907 m
Non interest income 3,487 3,742 7
Net operating income 20,183 20,649 )
Operating expenses (12,739) (10,106) 26
Net profit before impairment charges and income tax 7,444 10,543 (29)
Impairment charges (3,178) (794) large
Profit before income tax 4,266 9,749 (56)
Income tax expense (1,974) (2,959) (33)
Net profit for the period 2,292 6,790 (66)
Profit attributable to non-controlling interests (NCI) 2 (6) 67)
Net profit attributable to owners of WBC 2,290 6,784 (66)
Total cash earnings adjustments (post tax) 318 65 large
Cash earnings 2,608 6,849 (62)
Add back notable items 2,619 1,047 150
Cash earnings excluding notable items 5,227 7,896 (34)
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CASH EARNINGS FY19-FY20 ($m)

Average assets higher
(mostly liquid assets) net
interest margins down

1,047 7,896 (68)

Higher risk and compliance spending and
costs of responding to COVID-19 impacts
including more customer support resources

(636)

;. -

(2,384)
Lower activity, fee
waivers (supporting 1010 5,227 (2.619)
customers) along with
a lower insurance and
wealth contribution
Provisions for higher 2,608
expected credit losses
related to COVID-19
Down 34%
Down 62% N
7
FY19 Add back FY19 Net Non- Expenses Impairment Tax FY20 Notable FY20
notable ex-notable interest interest charges &NCI' ex-notable items
items items income income items
GROSS LENDING ($bn) NET INTEREST MARGINS (%)
mm Australian == Australian == Aystralian == New Other Cash earnings basis
housing businesses personal Zealand overseas
16 17 1

74
23

78
21

152

154

445

449

Sept18 Sept 19

ASSET QUALITY (%)
Stressed exposures to total committed exposures

Sept 18

Sept 19

Sept 20

Sept 20

82
17

148

Low interest
rates, strong
competition

441

Sept 18 Sept 19 Sept 20

STRONG BALANCE SHEET (%)
Common equity tier 1 capital ratio
mm Reported mm |nternationally comparable

Top quartile of
banks globally

Sept 18

Sept 19 Sept 20
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EXTERNAL ENVIRONMENT

External environment

2020 has been the most challenging year for the
banking system since the early 1990s recession.

This has been largely due to the direct and indirect
impacts of the COVID-19 pandemic which, at 30
September 2020, contributed to around one million
deaths from over 32 million confirmed cases worldwide'.
While Australia and New Zealand acted decisively to
control the health risks of the pandemic, the lockdowns
have had a profound impact on our economies.

Both nations are in recession, Australia for the first time
in almost 30 years. Further spikes in infection rates may
increase restrictions already in place and considerable
uncertainty remains around when State and international
border restrictions will be lifted.

Government bodies and financial institutions have
worked together to help mitigate COVID’s impact and
maintain financial stability. Governments and central
banks have provided unprecedented levels of fiscal
and monetary stimulus, while banks have supported
customers with substantial hardship packages.

Not surprisingly, the environment for most businesses
is challenging; including financial services companies.
Unemployment has increased significantly, and
underemployment is also high, consumer sentiment
has only recently recovered from the record lows
during the height of the pandemic while business
investment is still contracting.

Financial services companies have experienced lower
returns, driven by very low interest rates, less activity,
and higher impairment provisions in anticipation of a

rise in customer defaults.

At the same time, the sector continues to face intense
regulatory and legal scrutiny. Regulators are investigating
several sector and company specific matters, including
those that emerged in the Royal Commission into
Misconduct in the Banking, Superannuation and Financial
Services Industry. These have led to some class actions.
In particular, ASIC has indicated it is pursuing a number
of potential cases which may lead to additional actions.
In response, financial service companies are focusing on
raising governance, culture and accountability standards.

Competition
The Group operates in a highly competitive environment.

We serve the banking and risk management needs of
consumers, small businesses, corporate and institutional
customers and compete with a large number of providers
across every product and service. Competitors in
Australia and New Zealand include banks (both domestic
and global), investment banks, credit unions, building
societies, finance companies, mortgage originators,

card issuers, buy now pay later firms and other money
lenders, fund administration companies, industry funds,
insurance companies, online financial services providers,
and technology companies.

Our competitive position is determined by many
factors including:

— the quality, range, innovation and pricing of
products and services;

— digital and technology solutions;
— customer service and convenience;

— the effectiveness of, and access to, distribution
channels;

— brand reputation and preference;
— the type of customers served; and
— the talent and experience of our employees.

Digital innovation is also redefining the competitive
landscape. This has accelerated through the COVID-19
pandemic, as customers move away from physical
outlets to online services.

In Australia and New Zealand competition for deposits
and lending remains fierce. Apart from the number of
providers and the range of product and service options,
slowing demand and a rise in liquidity from monetary
stimulus has heightened competitive intensity. While
the pandemic has reduced the local focus of some
international institutions, digital finance providers

have added to competitive intensity across a range

of products and services.

Outlook

The outlook for 2021 is uncertain. COVID-19’s path
remains unpredictable and the risk of outbreaks is ever
present. While government assistance has provided

a buffer to the economic impacts, this initial support

is scheduled to unwind and is likely to be replaced by
other more targeted support. The Federal Budget, which
featured personal tax cuts and investment incentives, has
been an important addition but further fiscal stimulus
may be required.

Against this backdrop, we expect GDP in Australia to
increase by around 4% in the year to September 2021,

a rebound from the significant decline of around 5%
expected in the year to September quarter of 2020. The
outlook remains challenging. In the near term, growth is
already benefitting from the reopening of the economy.
Next year we expect that to continue, albeit at a slower
pace. Risks around the ongoing containment of the
virus, the gradual unwinding of the extensive support
measures, and prospects for the global economy
emphasise the unusually high uncertainty we will
continue to experience.

While some government programs will be wound back,
both fiscal and monetary policy are likely to remain
highly stimulatory until unemployment falls below

6% - a key focus of the Australian Government.

Unemployment is expected to increase in the latter
months of 2020 to around 8%. While this is better than
initial expectations, it is expected to remain between
7% to 8% in 2021. If the economy continues to reopen,

1T WHO Coronavirus Disease (COVID-19) Dashboard (996,000 deaths at 28 September 2020).
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jobs growth will lift but the pace of recovery will likely
be slow due to the restructuring of businesses, sluggish
demand, and the need to rebalance government support.

New Zealand’s response to COVID-19 has proven
effective, with activity bouncing back from the initial
lockdowns and unemployment remaining closer to
4%. Nevertheless, GDP growth in 2021 is expected to
remain below levels recorded in 2019 due to a lack of
international tourism and offshore students along with
limited immigration; all these factors have been good
contributors to GDP in recent years.

Australian house prices have already fallen by around
3% from the peak in April 2020. Low interest rates and

a supportive financial system able to maintain activity
will likely support the housing market. While the impact
of the rundown of banks’ deferred loans is uncertain, it

is likely customers will be provided with significant time
to get back on their feet. Once stressed loans reduce, a
recovery in house prices is anticipated in 2022 and 2023.

Banking and financial services conditions will remain
challenging with slower growth, margin pressure from
low interest rates and the deterioration in asset quality
as companies and individuals continue to experience
reduced income.

Credit growth for the Australian financial system was 2%
for the year to September 2020, down from 2.7% a year
earlier. Total credit growth is expected to slow to around
0.5% to September 2021. Housing credit growth is likely
to be little changed at 3.2%, while business credit growth
is expected to decline with subdued investment. Personal
credit, which has been in decline for some years, is
expected to fall further in 2021 as consumers remain
cautious on debt and use alternative sources of financial
credit.

Near zero interest rates will continue to weigh on banks
and place pressure on net interest margins. The Reserve
Bank of Australia (RBA) has indicated that the cash rate
will not be increased until progress is made towards

full employment and inflation is sustained within the

2% to 3% target band. Very low interest rates are
therefore likely to remain for some time and with them,
margin pressure.

The RBA has offered banks a Term Funding Facility
(TFF) to support lending, particularly to businesses.
The TFF is capped for each bank and allows them to
borrow from the RBA for three years at 0.25%. The
facility is expected to be in place until at least June 2021
and will support the Group’s term wholesale funding
needs for much of the coming year. At 30 September
2020, we have drawn down $18 billion of the TFF.

The Reserve Bank of New Zealand (RBNZ) has been
similarly downbeat, committing to maintain its overnight
cash rate at 0.25% until at least March 2021. The RBNZ
has also flagged that it could take the rate below zero if
further stimulus were required.

Fee income may reduce as fee waivers linked to the
pandemic continue and overall growth remains low.
Wealth and insurance income is also likely to fall, due
to changes in life insurance markets (less cover and
higher reinsurance costs), and strong competition in
wealth platforms.

In the period ahead, the economic impacts of COVID-19
are expected to lead to higher defaults by consumers
and increased business bankruptcies. To date, these
impacts have been cushioned by the supportive
industry measures to defer repayments and from
government stimulus. The banking sector’s approach to
the completion of deferrals and the potential for further
government action may limit any shock to the economy
as other support measures unwind.

In 2020, impairment provisions materially increased
to account for higher expected losses and are likely to
remain elevated into 2021.

Westpac has devoted significant time and effort to
improving the management of risk over the year,
including in non-financial risk and financial crime. This
will continue in the year ahead which will likely see costs
remain high. While Westpac has resolved some legal
cases through the year it is possible that regulators may
take further legal action on matters currently under
investigation or on new matters. This is discussed further
in the risk management and risk factors section.

Consistent with our focus on Australian and New Zealand
banking, we set up our Specialist Businesses division this
year to manage activities not expected to be long-term
strategic options for us. We are looking at alternatives
for these businesses, including sale. The timing of any
sale and settlement will depend on a range of factors but
some transactions may occur in the year ahead.

We remain well capitalised with a CET1 capital ratio of
1.13%. This ratio may ease from a rise in risk weighted
assets as customer stress increases. This will however be
partially offset by efforts to improve capital efficiency
and may include the sale of businesses. Regardless, we
expect to manage our capital position to keep our CET1
capital ratio comfortably above regulatory minimumes.

We remain committed to supporting customers and

the economy through these challenging times. Our
immediate priority is to fix our outstanding issues,
including improving risk management, enhancing our
culture, and completing remediation. We have committed
to simplify, focusing on our markets of Australia and

New Zealand, exiting non-core businesses, and reducing
our product set. We also expect to complete the
implementation of our Lines of Business operating model
to clarify responsibilities and accountability. Finally, we
are focused on performance, restoring growth in our

key products including mortgages and business loans,
enhancing returns and resetting our cost base.

Importantly, our strong balance sheet, committed team
and solid customer franchise position us to see these
plans through.
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OUR STRATEGY

OUR
PRIORITIES

Our strategy supports
our purpose, harnesses O u r

our strengths and refocuses
where change is required. p u r p O S e
We have sharpened the

markets and products in :

which we operate, Helpmg_

returning to banking, Australians and
and our home markets of

Australia and New Zealand New Zealanders
leveraging our portfolio succeed.

of brands.

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

Our three priorities

recognise our need to O ur

address our shortcomings,
reshape the business to f

concentrate on our core O C u S
businesses and markets

while lifting service and Banking for Australian
creating a stronger and New Zealand
performance ethic. This cons_um?rs,.busmesses
will help us to become a and institutional

simpler, stronger bank. customers.




WHAT THIS
MEANS

Addressing our
shortcomings by materially
improving our management
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 New Zealand,
including exiting some
businesses and international
locations. Rationalising
products and simplifying
processes to make it easier
for customers.

Improving performance by
building customer loyalty
and growth through service,
sharpening our focus on
returns, and resetting our
cost base. A strong balance
sheet and engaged
workforce form the
foundations of performance.
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WHAT IT
INVOLVES

—Risk management

— Culture, including
risk culture

— Customer remediation
—IT complexity

— Reduce customer
pain points

— Exit non-core businesses
and consolidate
international locations

— Rationalise products

—Implement Line of
Business operating model

— Transform using digital
and data

— Customer service -
market leading

—Mortgage growth

—Enhance returns,
optimise capital

—Strong balance sheet

— Re-set cost base

OUR VALUES -
WHAT YOU CAN
EXPECT

M3IATY D1931VAULS L

HELPFUL

Passionate about
providing a great
customer experience

ETHICAL

>

Trusted to do the
right thing

FONVWIOH¥Id dNOYD T

LEADING CHANGE

Determined to make it
better and be better

SLNIW3LVLS TVIONVNIL €

PERFORMING

0

Accountable
to get it done

SIMPLE

7

Inspired to keep it
simple and easy
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DELIVERING FOR OUR STAKEHOLDERS'

CUSTOMERS O EMPLOYEES 5"6‘3
- Y - @ o

Delivering financial services Creating an environment
to consumers, businesses and where the best people
institutions in Australia and want to work.

New 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

Bloomberg Gender
Equality Index for the

......

=

"év!@%{;‘ﬂ%@i c”,
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4th consecutive year
0 O
/) - !
N 0
%
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‘ ‘I'
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COMMUNITIES 4 SUPPLIERS @
Support local communities. Choosing suppliers responsibly
and paying them on time.

—over $150mM in community —Procured goods and services
investment? worth $6.5bn with $5.9m
in spend towards Indigenous-
—Im+ participants in owned businesses

financial education
— Delivering on our 2023 Human

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

operations and supply chain

e :."1-"-1'"' —
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Generating appropriate returns Supporting the financial system
over the long-term, including for
families who directly own almost
half of our total shares on issue.

Banks play an important role in supporting
the economy through lending, deposits,
and the efficient flow of funds.

— Our strong balance sheet
positions us to manage the
downturn and deliver
long-term shareholder value —Supported customers through COVID-19:

around 175,000 mortgage deferrals and
around 40,000 businesses with deferrals

Supporting Australia and New Zealand

—Earnings per share 63.7 cents,
or 72.5 cents (cash earning
basis); dividends 31 cents
per share

— One of the first banks to enable access to
data as part of the 'Open Banking' initiative

FONVWIOH¥Id dNOYD T

— A major contributor of New Payments
Platform transactions

One of Australia’s largest tax payers

— Westpac paid over $4bl’16 globally in various
taxes during 2020, 99.7% of which were paid
in Australia and New Zealand (including the
Major Bank Levy).

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

SLNIW3LVLS TVIONVNIL €

THE

ENVIRONMENT

Supporting the transition
to a climate resilient future.

—$10.1bn lending to climate 1 All figures for FY20.
h I . 2 Proportion of women (permanent and maximum term) in leadership roles
change solutions across the Group, including the CEO, Group Executives, General Managers,

senior leaders with significant influence on business outcomes (direct reports
Cl Ch g to General Managers and their direct reports), large (3+) team people leaders
- Imate ange POSltIOﬂ three levels below General Manager, and Bank and Assistant Bank Managers.

Statement and 2023 ACtiOﬂ p]an 3 Excludes commercial sponsorships.
4 Westpac Foundation is administered by Westpac Community Limited (ABN 34

086 862 795) as trustee for Westpac Community Trust (ABN 53 265 036 982).
The Westpac Community Trust is a Public Ancillary Fund, endorsed by the ATO as
a Deductible Gift Recipient. None of Westpac Foundation, Westpac Community
Trust Limited nor the Westpac Community Trust are part of Westpac Group.
Westpac provides administrative support, skilled volunteering, donations and
funding for operational costs of Westpac Foundation.

5 Jobs created through the Westpac Foundation job creation grants to social
enterprises are for the year ended 30 June 2020.

6 The majority (76%) of the tax paid comprises corporate income tax. Other taxes

paid include the Major Bank Levy, non-recoverable GST, payroll tax and fringe

benefits tax.
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Addressing our shortcomings
by materially improving our
management of risk and risk
culture, reducing customer pain
points, completing our historical
customer remediation program

and reducing the complexity of
our technology systems.

" Mooy
P

+
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11

A new function for
Financial Crime,

Compliance &
Conduct was created

@

Enhanced risk
management
framework

In the past, Westpac’s management of
risk has been considered a strength,
particularly in our management of capital,
funding, liquidity, and credit risk.

While we retain a strong balance sheet,
several inquiries, including the Royal
Commission into Misconduct in the
Banking, Superannuation and Financial
Services Industry, the AUSTRAC
proceedings and our own assessments have
highlighted weaknesses in our management
of risk; particularly non-financial risk.

Our weaknesses were initially highlighted in
our Culture Governance and Accountability
self-assessment (CGA self-assessment)
completed in 2018. Our CGA self-
assessment included 45 recommendations
and a program to respond commenced
soon after. However, following the
AUSTRAC proceedings, APRA asked
Westpac to reassess these plans to ensure
that they remained ‘fit for purpose’.

We released our reassessment (CGA
reassessment) on 17 July 2020, reinforcing
the initial findings but also identifying that
our risk culture was reactive and immature
and that the three lines of defence

model (model defining risk management
responsibilities) was not well understood.
It was also clear that we had become too
complex and where issues were uncovered
we were slow to act.

The Group has been exposed to compliance
failures, regulatory breaches, customer
remediation and legal actions. See pages
22 to 23 for a detailed account of the
AUSTRAC matters.

We have accepted our shortcomings and
are seeking to materially lift our standards
and fix the issues identified.

The first step has been to refine our
operating structure. A new function for
Financial Crime, Conduct and Compliance
has been created to increase the focus
and resources devoted to this important
area. The Group Executive for this division
reports directly to the CEO. We have also
enhanced our risk management framework
(for identifying, assessing and managing
risk), and increased our risk management
resources.

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

Following the CGA reassessment we
established the Customer Outcomes and
Risk Excellence (CORE) program. The
program is designed to improve non-
financial risk oversight (including from our
initial CGA self-assessment), lift risk culture,
and strengthen our risk management
framework. The program has 14 streams

of work under three categories:

1. Direction and tone set by Board and
Group Executive - initiatives that set
clear tone and direction from leadership
to promote a proactive risk culture.

2. Clear risk boundaries for decision-
making - simplifying risk management
frameworks and increasing capability
and resources in the Risk function.

3. Accountable and empowered people -
providing additional training and support
for employees to help them understand
they all have a role in managing risk
and driving clearer accountability and
decision-making.

Progress over the year includes

400+

new Risk, Compliance and
Financial Crime employees

CORE program
underway

M3IATY D1931VALS L
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11

A strong risk culture includes
being clear on accountability
and creating an environment
where it is safe to speak up.”

L]

Updated Code of
Conduct rolled out

Strengthening risk culture

The strength of risk management in a
company is underpinned by its risk culture.
A strong risk culture is an environment
where everyone can identify the risks they
are responsible for, are alert to changing
or new risks and pro-actively address risks
when they emerge. It also includes being
clear on accountability and feeling safe

to speak up.

Strengthening risk culture is a focus for
the Group and a key element of our CORE
program. Our new Lines of Business
operating model is establishing end-to-
end responsibility for customer outcomes
and improving our risk culture by clarifying
accountabilities. In addition, our 3LOD
model is supporting these structural
changes by lifting risk capability and
bench-strength across the Group.

Other changes to improve risk culture
include:

— New risk culture framework to better
define risk roles and responsibilities;

— Launch of an online tool to assess
a division’s current risk culture and

compare to our target, helping us identify

and prioritise areas for improvement;

— New Risk Fundamentals training program

being rolled out to all employees - to
ensure everyone understands the risk
culture we are seeking to develop;

— Risk culture dashboard to consistently
measure our progress; and

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

Remediating customers

We have continued to review our products,
processes and policies where we have not
got it right for customers. Where problems
have been identified, we have committed
to fix them and refund customers. This task
is significant as it often involves individual
customers over many years. The Group
incurred an after-tax cost of $440 million
for provisions for estimated customer
refunds and payments, and litigation and
associated costs in FY2020. Major items
included:

— Certain business customers who were
provided with business loans where
they should have been provided loans
covered by the National Consumer
Credit Protection Act and the National
Credit Code;

— Compensation to platform customers
who were not advised of certain
corporate actions, and may have
been able to benefit; and

— Where certain wealth fees were
inadequately disclosed.

2m+

customers received over
$280 million in refunds in FY20




WESTPAC GROUP 2020 ANNUAL REPORT 21

93%

reduction of long
dated complaints

Reducing customer pain points

In 2018, we centralised the management

of complaints to improve how they are
identified, logged and resolved. This
included a shift in culture to see complaints
as an opportunity to learn and do better.

This heightened focus has contributed to

Redoubling our efforts to remove
IT complexity

We started a program to reduce complexity
some years ago, which prioritised the
upgrade of our technology infrastructure
while commencing the development of our
customer service hub (which will become

M3IATY D1931VALS L

(o) an increase in the number of complaints we theé:ons;_mer Ibi?k S cel:ttr?r:produci_ :
/o capture, while making significant progress on-hoar ng %?t orm). € san;e Ime, g
Australian Banking' on improving how they are managed. In Wf ?ve s;])ugk ? ensure.;)hur cuts omer S
complaints resolved FY20, we received 169,674 complaints, a g] er aCde ?E ept pace \:‘“ cus omfer” o
in 5 days compared 145% increase on FY19. In addition, we have: emands. This program has successtully 3
to 68% in FY19 ] ) strengthened the stability, speed and 3
- fReducedIayerage time to refsolutlon security of our systems and helped ensure 2
for complaints to 6.5 days, from 9 days the bank remained open for business >
in FY19; through the COVID-19 pandemic and )
— Reduced the number of long support customers via digital channels.
dated complaints (45+ days old) .
from 288 to 21 at 30 September 2020: Having upgraded much of our technology
and ’ infrastructure, in 2020 we developed a
. ) detailed technology roadmap for the next
- SOIV_Qd 63% of complaints on the same phase of our transformation to build a
da?)/ n September 2020 compared to single, multi-brand operating environment.
56% in September 2019. That roadmap extends for over multiple
Importantly, insights from better complaint ~ Y&ars, recognising that technology will
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TRANSFORMING OUR COMPLAINTS PROCESS

This year we launched ‘Resolve’, a new centralised customer complaints
management platform that brings together nine systems into one and makes
it easier for our people to log and resolve complaints.

In 2018, we changed the way we think about complaints to improve the way
we identify, manage and resolve them. However, our multiple legacy systems
were holding us back. Resolve has changed that by creating a single platform
and an intuitive dashboard for bankers.

“This has been a huge opportunity to significantly improve the customer
experience”, says Lisa Pogonoski, Westpac’s General Manager of Customer
Solutions. “Having our people work on one system provides a common view
of complaints and a single source of data.”

From 2021, customers will have direct access to the system, enabling them to
log and track the progress of their complaint. Over time, we will apply artificial
intelligence to help bankers and customers navigate through the complaints
process to reach a guided resolution that will be much faster.

NOILVWHOANI 33ATOHIAYVHS v

“Resolve supports the fundamental change to how we think about complaints,”
says Lisa. “Its simple and comprehensive functionality allows employees to
own complaints and supports them to get the best outcome for customers.”

This year we have halved the time it takes to fix long dated complaints and
with Resolve we are planning for another step down.
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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 we
aim 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
Statement of Claim in November 2019 deeply
disappointed shareholders, customers, and the
community, as well as Westpac’s employees.

The proceedings have become a catalyst for change
at Westpac. We have acknowledged our failings
and are deeply sorry for what occurred. We have
investigated the issues and are determined to fix
our shortcomings. A broader change program is
underway to address the root causes.

Following the AUSTRAC Statement of Claim and
recognising the seriousness of the issues:

— The former CEO stepped down and the Board
determined to forfeit all of his unvested equity;

— The former Chairman brought forward his
retirement; and

— A former Non-executive Director and Chairman of
the Board Risk & Compliance Committee did not
seek re-election.

On 24 September 2020, we reached an agreement
with AUSTRAC to resolve the proceedings, subject
to Court approval. The resolution involved the filing
of a Statement of Agreed Facts and Admissions
(SAFA) with the Court, which on 21 October 2020
approved the payment of a civil penalty of $1.3 billion
for the admitted contraventions of the Anti-Money
Laundering and Counter-Terrorism Financing Act
2006 (Cth) (AML/CTF Act).

What happened

On 20 November 2019, AUSTRAC commenced

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

Court is available on our website. In summary, it
acknowledged that we had not:

— Maintained an AML/CTF Program that
fully complied with the requirements of the
AML/CTF Rules;

— Reported over 19.5 million International
Funds Transfer Instructions (IFTIs) on time;

— Included all required information about the
payer in relation to over 76,000 IFTIs that
were reported on time;

— Passed on all relevant information in relation
to approximately 10,500 IFTlIs;

— Kept appropriate records relating to over
3.5 million IFTIs;

— Appropriately assessed the risks posed by
our correspondent banks; and

— Appropriately monitored a number of customers’
transactions for child exploitation risk.

While we failed in our obligations, the SAFA
acknowledged that the contraventions were not
the result of any deliberate intention to breach the
AML/CTF Act.

We carried out a review of these matters to be clear
on what had occurred, understand the root cause,
and determine accountability. We also commissioned
a review by an external Advisory Panel into Board
Governance of AML/CTF obligations. The outcomes
of these reviews, including the Advisory Panel report,
were released in June 2020 and are also available on
our website.

The main findings of the reviews were that some
areas of AML/CTF risk were not sufficiently
understood; there were unclear end-to-end
accountabilities for managing AML/CTF compliance;
and there was a lack of sufficient AML/CTF expertise
and resourcing.

The Advisory Panel found that the way the Board
organised its general governance responsibilities
was mainstream and fit for purpose. They noted that,
with the benefit of hindsight, and noting the Board’s
escalating focus in the area, Directors could have
recognised earlier the systemic nature of some of the
financial crime issues Westpac was facing. They also
found that reporting to the Board on financial crime
matters was at times unintentionally incomplete

and inaccurate.
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Monitoring and assessing transactions

One of the most serious allegations made by
AUSTRAC related to the way we monitored
transactions for potential child exploitation risks.
In summary, Westpac is required to monitor
transactions and submit suspicious matter reports
to AUSTRAC if it identifies that certain patterns of
transactions are indicative of child exploitation.

While we had monitoring in place, we should
have implemented more robust monitoring of
transactions for this risk earlier than we did.

Since the AUSTRAC proceedings, we have
further updated our monitoring, reassessed prior
transactions and submitted additional suspicious
matter reports to AUSTRAC.

Taking accountability

A range of remuneration consequences were
applied to 38 individuals, totalling over $20 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. Consequences were not able to be
applied to some individuals as they had already left
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 focus.

Immediate fixes: This included closing the two
products that were the main source of our failings
and reporting a small number of outstanding IFTIs
to AUSTRAC.

Lifting anti-money laundering and risk management

standards: We commenced a program to elevate
the importance of financial crime across the Group,
with more resources, increased seniority, and
greater oversight. We also updated our transaction
monitoring rules and enhanced oversight of the
processes.

Developments include:

— Establishing a Board Legal, Regulatory &
Compliance Committee;

— Elevating the Financial Crime, Compliance and
Conduct function, with the Group Executive
reporting directly to the CEQ;

— Increasing risk resources, including adding over
200 additional employees to our financial crime
team; and

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

$24m

committed to two
significant partnerships
to reduce the human
impact of financial crime

=)

Established a Board Legal,
Regulatory & Compliance
Committee

— Strengthening the management of financial crime
risks including our policies, data feeding systems,
processes and controls.

In addition, our broader plans to improve risk
management across the organisation will complement
the improved capability we are building in financial
crime, including enhancing our risk culture.

Safer Children, Safer Communities

We have also established a Safer Children, Safer
Communities work program to help reduce the human
impact of financial crime with a particular focus on
child safeguarding, guided by experts in human rights,
child safety, online safety and law enforcement. This
year, we established multi-year funding partnerships
with International Justice Mission and Save the Children

(Australia), and launched a new Impact Grants program.

For more about this, see page 40.

1 Refer to explanation in Remuneration Report in the Directors’ Report.
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Simplify

Returning to our core businesses
of banking in Australia and New
Zealand, including exiting some
businesses and international
locations. Rationalising products
and simplifying processes to make
it easier for customers to bank
with us.
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Specialist Businesses
revenue contribution
to Group’

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
became too diffused. That is, decision
making was unclear, and we tended to
manage via committee and businesses
were not run end-to-end. This inclusive
management approach, while collaborative,
tended to dilute accountability and slow
decision making.

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

— Setting up the Specialist Businesses
division to hold the businesses which we
do not view ourselves as the long-term
owners of;

— Consolidating our international
operations to focus more on the areas
where we can best support customers.
As a result, we will exit operations in
Beijing, Shanghai, Hong Kong, Mumbai
and Jakarta; and

— Moving to a Lines of Business operating
model. Under this model, each line (a
major customer offering) has end-to-
end responsibility for that business.

For example, in our Mortgages Line

of Business a Managing Director is
responsible for the entire mortgage
process from origination, pricing, credit
assessment and service.

1 Cash earnings excluding notable items.

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

NEW OPERATING MODEL - LINES OF BUSINESS

Customer
engagement

Mortgages

Everyday Banking

Consumer Finance

Customer
engagement

Business Lending

Cash Management
Private Wealth

Customer Corporate and Institutional
engagement | Banking

Financial Markets

Global Transactional Services

SPECIALIST BUSINESSES

Customer Insurance
engagement

Superannuation, Platforms
and Investments

Auto and Vendor Finance

Westpac Pacific

M3IATY D1931VALS L

N
@
bl
o
c
o
b}
m
o
b
o
k)
=
>
z
(2}
m

SLNIW3LVLS TVIONVNIL €

NOILVWHOANI 33ATOHIAYVHS v




26 WESTPAC GROUP 2020 ANNUAL REPORT

11

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

Simplifying products for customers

4 To improve customer service, we must
simplify the way we operate; this includes
Inspired to keep it streamlining our products and digitising
simple and easy processes.

One such initiative is the migration of
customers to newer and more flexible
products which will ultimately allow us
to close a raft of legacy products that
are no longer for sale.

Other initiatives contributing to simpler
and better customer experience in
FY20 include:

Consumer

— Implemented over 50 changes to
our mortgage process to streamline
applications; and

— Removed 40 fees (out of ~200)

from over 40 systems - 20 more
will go in FY21.

Business

— Migrated around 14,000 St.George
Everyday Banking accounts and
closed five products;

— Removed 11 fees across Westpac,
St.George, Bank of Melbourne
and Bank SA products; and

— Simplified our Merchant offering,
including the closure of 29 legacy
products.

WIB

— Simplifying our Global Transaction Service
product platform and refocusing on core
capabilities; and

— Reducing the number of correspondent
banks we transact with.

Westpac New Zealand

— Removed eight consumer products
including four discontinued home
loan products; and

— Migrated 12,000 credit card customers
from three discontinued products.

Wealth and insurance

— Continued to migrate customers and funds
from BT Wrap to the more modern and
flexible BT Panorama platform (transition
to be completed in FY21); and

— Moved 16 super products into our new

BT Super product (to be completed
by the end of 2021).
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— Transforming digital
III We are modernising and simplifying our
technology, using digital to streamline
- and automate processes and lift our data

capabilities to support risk management

We are using digital and a better customer experience.
to streamline and

automate processes The events of this year have emphasised
the need to operate using online channels.
Our people have responded to a huge
increase in demand for online services.
Developments this year have included:

— Opening new accounts and providing
card access to elderly customers to avoid
having to enter a branch;
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— Developing online forms to manage N
customer demand for payment deferrals;

— Expanding the use of the new payments Central to our digital transformation has
platform for St.George customers; been the need to improve data quality and
— Introducing a COVID-19 chatbot to better ~data management. We have established a

assist Australian customers with queries;  data quality and management assessment
dashboard, a series of metrics assessing

data quality and our data infrastructure. All
the metrics improved over the year due to:

— Introducing more central oversight to
data quality and management;

— Being one of the first banks to enable
access to data as part of the Open
Banking initiative;

— Launching (with other Australian banks)
a new blockchain technology to digitise

the bank guarantee process; — Implementing data quality measurement

— Expanding WIB’s digital banking and monitoring across the Group; and

platform - to make it easier for — Implementing a new data certification
corporates to manage their balance process for new and changed processes.

sheets; and

— Creating new digital processes in
New Zealand including digital credit
submissions, complaints capture, and
online forms for COVID-19 related
assistance.

SLNIW3LVLS TVIONVNIL €

CASE
STUDY

NEW MOBILE APP BRINGS SIMPLICITY

Westpac’s new app launched to 240,000 customers at the end of the year. It
will be available to all customers who use iPhones in early 2021 and an Android
version is expected to be rolled out by the end of that year. The app simplifies
what customers do most and makes everything else easier. Developed in
collaboration with Apple and Google, customers can initiate payments without
opening the app via Apple’s intelligent assistant Siri. Other features include drag
and drop transfers, finding things quicker with ‘smart search’, start Apple Pay

setup with a single tap, establishing a ‘card hub’ that keeps track of plastic and
personalising the app with wallpapers. More features will be rolled out in 2021.

“Our Digital and GroupTech teams have listened to customers and reimagined
our mobile banking experience. Customers told us they wanted simpler and
faster banking. We’ve simplified the navigation and payments are faster to
friends and family,” says Martine Jager, Chief Digital & Marketing Officer. “This
is a significant leap for Westpac and sets a solid foundation for us to build on
in the future with more features and experiences.”
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#1

Business Banking
NPS ranking?

#3

Consumer NPS
ranking3

Helping when it matters - a core
commitment

Helping Australians and New Zealanders
succeed has been behind our success for
over 200 years.

However, this year’s challenges and
uncertainties have tested us. While we
retained our number one service ranking in
Business Banking'? against the other major
Australian banks, we remained at number
three in Consumer®. In New Zealand we are
fourth of the major banks in service but we
have been closing the gap this year.

Our people have been behind our success
in Business banking, responding to the
environment and working tirelessly to
support customers and businesses through
the ups and downs of the year.

Australian Consumer NPS has improved
over the year but our rank has not
increased. In part, this was because we
did not adequately keep up with increased
demands for assistance in our Contact
Centres. In addition, some of our offshore
partners were disrupted by lockdowns,
which impacted service in mortgages.

Supporting customers when it matters
most is one of our core commitments

and strengths. Our people stepped up to
the extraordinary events of the year, by
ensuring we remained open for business,
by supporting customers in their transition
to contactless banking and by helping
customers establish loan repayment
deferral arrangements.

We are focused on simplifying and
streamlining our operations so our people
can get on and do what they do best.

1 Net Promoter Score measures the net likelihood of recommendation to others
of the customer’s main financial institution for retail or business banking.
Net Promoter ScoreSMis a trademark of Bain & Co Inc., SatmetrixSystems,
Inc., and Mr Frederick Reichheld. Using a 11 point numerical scale where
10 is ‘Extremely likely’ and O is ‘Extremely unlikely’, Net Promoter Score
is calculated by subtracting the percentage of Detractors (0-6) from the
percentage of Promoters (9-10).

2 Source: DBM Consultants Business Atlas, March - August 2020, 6MMA.
MFI customers, all businesses.

3 Source: DBM Consultants Consumer Atlas, March - August 2020, 6MMA.
MF| Westpac Group customers.

We are focused on
simplifying and streamlining
our operations so our
people can get on and do
what they do best, serve
customers.”

DIGITAL ENHANCEMENTS DURING
COVID-19

The impact of COVID-19 was both
significant and rapid. Thousands of
customers needed urgent help when they
had to stop work or close their business.

The rise in requests led to increased
call wait times which was frustrating for
customers.

In response, we created a digital solution
for customers to apply for an immediate
repayment deferral online or via mobile,
giving instant cash flow relief. It also
allowed customers to exit or extend their
support package.

This new solution helped many Australians
find peace of mind in a time of immense
stress. It also freed up the time of our
people to support those customers with
more complex solutions.

“I'm incredibly proud of the way our people
rallied to help customers in need - it’s a
great example of how digital can simplify
and instantly make it easier for customers,”
says Dhiren Kulkarni - who leads our
Consumer Digital team.
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Helping customers
through COVID-19
and natural disasters

COVID-19 has changed many aspects of
life, including how we bank. Cities 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
prefer face-to-face banking, have not
been able to visit branches. In short,
many customers are doing it tough.

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

1 February 2020 and responded quickly
by redirecting resources to where they
were needed most; closing some branches,
and helping customers adopt to new ways
of banking.

We worked hard to help those in financial SUPPORTING CUSTOMERS

difficulty by providing repayment deferrals

and bridging facilities for businesses ahead
~ ~ ~
of government support payments. Many k k k

customers still need support and we will

. - - mortgage deferral deferrals for early release
continue tp work constructlvely with th_em packages businesses superannuation
to determine the most appropriate options. applications paid

PROVIDING CRITICAL BANKING SERVICES AND INFRASTRUCTURE

>90% 1.5k

of branch network new employees
remained open' recruited to our
customer service teams?

SUPPORTING EMPLOYEES TO WORK EFFECTIVELY

_ i ~
Workplacg COVID ]9 hyglene and safety 2 2 k 1 - 3 m 1 m +
measures in place, including temperature

checking stations (85%) employees masks provided hours of audio
working from home' to employees and video calls

Updated policies and standards to help protect
the physical and mental health of our people

STANDING BEHIND THE ECONOMY AND COMMUNITIES

Supported local community Maintained focus on
organisations and social enterprises customers and communities
through Westpac Foundation grants affected by bushfires

and other charitable donations

1 At the peak of the COVID-19 restrictions across Australia.
2 March to September 2020.
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Many Australians faced

the impacts of prolonged
drought, devastating
bushfires and storms

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

Lloyd Pigram, St.George
Ulladulla branch manager,
with customer, Lyn Grey, at
her Lake Conjola property

Recovering from natural disasters

Over the year, many Australians faced the
impacts of prolonged drought as well as
devastating bushfires and storms. Large
areas of bushland, numerous farms, and
townships were severely affected. In some
cases, communities were evacuated and
homes and businesses destroyed.

We helped customers back onto their
feet through a range of customer support
packages, including:

Drought - extended our support to
customers under a new drought assistance
package; and a $100 million fund to provide
carry-on finance loans of up to $1 million

to existing eligible Westpac agribusiness
customers at a heavily discounted variable
interest rate.

Bushfires - provided $3.8 million in
emergency cash grants to customers; and
around 1,980 disaster relief packages.

We also received 603 home and contents
insurance claims, with total claims from
bushfires currently estimated at over

$37 million.

In addition, we donated over $1.4 million to
community groups and charities, including
Financial Counselling Australia, State-based
volunteer fire services and the Foundation
for Rural and Regional Renewal.

o For more on our bushfire response, see our
Sustainability Performance section on page 37.
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HELPING THROUGH BUSHFIRES

On New Year’s Eve in 2019, bushfires ravaged the NSW South
Coast and swept through the seaside village of Lake Conjola.
Many properties were taken, including the home of St.George
customers, Lyn and her 92-year-old mother, Sharon.

“We lost everything. All that was left of our family home of
25 years was a pile of ash and rubble. Our photos, our memories
- everything,” says Lyn.

Lyn has been a St.George customer since 1980, when she
bought her first home. Since then, Lyn and Sharon have kept
close ties with their local Ulladulla branch. As part of their
weekly trip to town, they stop in to see the team and branch
manager, Lloyd Pigram.

When Lloyd heard the news, he got straight in touch, and
arranged a $2,000 emergency grant to help the family
back onto their feet.

“Lloyd has been a great support, and the grant really helped
us through the early stages,” says Lyn.

Lyn and Sharon’s property has been cleared and they are
waiting for planning approval before building starts on their
new home.

“Like a number of other customers, Lyn and Sharon have been
through so much,” says Lloyd. “It’s been humbling to witness
their resilience. They deserve every second of happiness their
new home brings.”

@3@ $2,000
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A clear purpose

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

Ouir five values - helpful,
ethical, leading change,
performing, simple (or
HELPS) - guide the way and
help us achieve our purpose
‘Helping Australians and
New Zealanders succeed’.

A set of behaviours brings

these values to life, making
it clear for employees what
is expected of them.

Helping Australians and
New Zealanders succeed

HELPFUL

N (D
Passionate about
providing a great

customer experience

ETHICAL

<>

Trusted to do the
right thing

LEADING CHANGE

Determined to make it
better and be better

Accountable
to get it done

SIMPLE

~7

Inspired to keep it
simple and easy

A motivated workforce with a
strong performance ethic

Great service is underpinned by a highly
motivated workforce who are capable,
engaged and driven by a set of clear values.
In responding to the challenges of the year,
our people have lived our values of being
helpful and ethical, caring for customers

in difficulty.

However, some elements of our culture
have held us back, particularly in the area
of risk. This was highlighted in our 2018
Culture, Governance and Accountability
(CGA) self-assessment.

This is now changing. We have commenced
a culture program that will build on our
strengths of helping when it matters, care
and empathy. The program focuses on
creating a simpler and stronger business
with high-performing teams where
everyone knows their role in delivering for
customers, and is able to constructively
challenge and raise issues early. At the
same time, it will help us to turn around
the aspects of our culture that are holding
us back, such as complexity, slow decision
making and diluted accountability.

Our new purpose and simplified values
and behaviours also support this cultural
change.

Despite the challenges faced over the year,
employee loyalty and support has been
little changed. Employee commitment was
73% at September 2020, up from 72% at
the end of FY19.
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Restoring mortgage
growth is a key

Strong balance sheet and
improved capital efficiency

Maintaining the strength of our balance
sheet while improving capital efficiency
is critical in this environment. To maintain
capital strength, we had to make some

Restoring mortgage growth

Since 2019, our mortgage portfolio has grown
below system. This is a result of several factors
including accelerated repayments, the early
implementation of expanded mortgage
assessment criteria in 2019, operational

M3IATY D1931VAULS L

priority difficult decisions over the year including issues in processing mortgages including

raising capital in November 2019, and not the shut-down of certain offshore partners. N

paying the 2020 interim dividend. Restoring mortgage growth is a priority and %

We recognise that many shareholders our Mortgages Line of Business has helped to S

rely on dividends, especially self-funded identify issues in our processes. We are now p)

retirees. However, given the environment implementing the necessary changes which )

and circumstances at the time, this decision ~ aim to improve growth relative to system in 9

was considered to be in the best long-term the year ahead. 2

interests of Westpac and of shareholders. %

Our capital position is strong and our CET1 Productivity - a continual focus "

capital ratio was 11.13% at 30 September As growth slows, improving efficiency becomes

2020. Funding and liquidity also remain even more important. Over recent years we have

robust, and well above APRA’s minimums. improved efficiency by between $300 million

This solid foundation allows us to continue and $500 million annually. In 2020, we saved

supporting customers and the economy over $400 million of costs, although this was

through this challenging time. offset by inflationary cost increases, higher risk

| . _ . and compliance costs and additional resources

mproved capital efficiency will also emerge

. . . - devoted to our COVID-19 response.

as we exit businesses in our Specialist w

Businesses division. In addition to not being  While our priority remains supporting customers ;

core to our future, these activities typically through this difficult time, we have not lost >

have capital returns below the Group sight of the need to reset our cost base and 2]

average. We are also reconsidering other fundamentally improve efficiency. In part, 2

low-returning products/services where a efficiency will likely improve as we simplify our A

path to acceptable returns is difficult to business and reduce complexity. Additional ﬁ

achieve. opportunities are also expected to emerge from 2
digital, and assessing opportunities to reduce z
our corporate footprint. We plan to announce a 4
cost reset program in 2021.

CASE

STUDY

SHIFTING FOCUS DURING COVID-19

Manly Spirits founders, Vanessa and David Whittaker (pictured), made
some fast decisions this year to keep their business operating. With a
tasting bar in Brookvale in Sydney’s northern beaches, the craft spirits
distillery has built a strong local following. Its spirits are also sold across

Australia through independent and large retailers with international exports
growing rapidly.

“Our customers love our products and that’s reflected in our rate of growth
over the last five years,” says David. “Before COVID-19 hit, we had just taken
on more bar staff and extended our business loan to expand the production
of dark spirits.”

With the pandemic came social distancing and bar closures and the
business shifted its focus to retail outlets. It also diverted resources to the
manufacture of sanitiser, supplying hospitals and the Rural Fire Service,
among others.

NOILVWHOANI 33ATOHIAYVHS v

“Our capabilities in manufacturing and alcohol along with Westpac’s
financial support allowed us to pivot quickly,” says David. “This kept
our people employed and revenue flowing while meeting an important
community need.”
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BUILDING A SUSTAINABLE FUTURE

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

Every year, through our sustainability materiality assessment process, we identify the
business opportunities and challenges that matter most to our stakeholders. This helps
inform our approach to how we create long-term sustainable value for our customers,

employees, suppliers, shareholders and communities.

2020 most material sustainability topics

Conduct and culture ¥ -M Digital product and service
Poor conduct has eroded public trust in apVl transformation

Westpac and the financial services sector. Digitisation creates opportunities to improve

In response, we have plans in place designed efficiency and deliver new and improved services
to strengthen our culture, and improve our where, how and when customers choose to
processes to deliver better customer engage with us.

outcomes.

\/ Information security and data privacy
SIVIQ Governance and risk management Maintaining confidentiality and the security of

We have enhanced our governance this year our systems and data is paramount in retaining
and are building a stronger risk management the trust and confidence of our stakeholders.
capability. This change is critical to the

reputation and financial strength of the Group. Workforce wellbeing and talent
retention

/"‘7 Financial performance Maintaining a secure, flexible and supportive
|J|_||_| Delivering sound financial performance and workplace helps us attract, retain and develop

@)

[e)
O.

J
J

a strong balance sheet underpins our ability our people.

to support customers, the economy and the

Group’s long-term success. @ Climate change risks and opportunities
As a major financial institution, we have

Supervision and regulation in the financial opportunities of climate change.
services sector continues to evolve, creating
change and complexity in how we operate.
. . . \} As an integral service provider in the
communities in which we operate, we support
\/_) Customers want banking to be easier, those in need including in times of emergency

simpler and more efficient. At the same time, and recovery. We also support initiatives that
customer needs are becoming more complex. address complex societal and economic issues.

|HELP| Customer vulnerability and hardship Q Human rights business risk —
)

1) Our ability to support customers in times We seek to positively impact human rights in our

[I Changing regulatory landscape an important role in managing the risks and

of hardship and anticipate when they are value chain through our role as an employer in
vulnerable allows us to help when it fostering inclusion and diversity, our lending, I
matters most. understanding our role in supporting Indigenous

communities, our investments in funds, and

;2 Customer safety and access through our supply chain.

Maintaining an environment where customers
can safely and conveniently access our
products and services.

Our approach to identifying our material sustainability topics is aligned to the Global Reporting Initiative
(GRI) Standards (2016)' and the AAT000 AccountAbility Principles Standard (2018).

1 GRI Index available in 2020 Sustainability Appendix.
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Our 2018-2020 Sustainability Strategy

We update our sustainability strategy every three years. Our last
sustainability strategy was launched in 2017 and centred on three
priorities where we believed we could have the greatest impact
and create sustainable long-term value by:

Helping people by
being there when it
matters most to
them

Helping people
create a prosperous
nation

Helping people
make better

financial

decisions

Culture Fundamentals

The following pages assess our progress on this strategy in its
final year, ahead of the launch of our 2021-2023 Sustainability
Strategy. We have made good progress over the last three years
meeting or exceeding over 80% of the measures set in 20172

o For more information on our sustainability performance and sustainability
materiality assessment process, including further commentary on our material
topics, see our 2020 Sustainability Performance Report.

2 Total number of measures met divided by total number of measures.

Founding bank and signatory
to the Principles for
Responsible Banking
announced in September 2019.

SUSTAINABLE
DEVELOPMENT

GLALS

Supporter of the United
Nation’s Sustainable
Development Goals (SDGs)
and its agenda for action on
improving the wellbeing of
present and future generations.

el
PARIS 2015

Signatory to the Business
Coalition Statement on Climate

in 2015, which highlights our
support for the Paris Climate
Agreement to limit global
warming to less than two degrees
Celsius above pre-industrial levels.

WE SUPPORT
fd-%
Founding signatory to the United
Nations Global Compact and a

supporter of the UN’s ‘Protect,
Respect, Remedy’ framework.

TCFD |

Climate change reporting aligned
to the recommendations of the
Task Force on Climate-related
Financial Disclosures.
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BUILDING A FUTURE

O
Sustainability

performance
progress

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

New and simpler products and services

Helping people !
Customers want simpler, smarter and
ma ke bette r smoother banking. We continue to

. . .. review our products and processes
ﬂ na ﬂCIa| deCISIOﬂS to reduce complexity and improve
service. To improve the home ownership
experience, we now have digital tools to
help customers prepare for their first home
loan appointment, upload documents,
accept a loan offer in one click and track
their application via online banking through
to settlement, with reminders and alerts.
With 80% of digital customers using their
phone for banking, we are rolling out a new
Westpac personal banking app, designed
for a faster and easier experience, with more
intuitive navigation and quicker payments.

During the past year we delivered a range
of financial education programs reaching
an estimated one million individuals, as well
as businesses, not for-profit organisations
and community groups through Westpac’s
Davidson Institute in Australia and

the Managing Your Money program in
New Zealand. Together with the launch of
a new online platform, we introduced new
easy to understand content, including a
financial fitness course.

Other initiatives include financial capability
resources for young Australians via Year 13
and through our new Instagram TV channel;
women via Ruby Connection; and older
Australians via Starts at 60.

Alignment to the sustainable
development goals

Quauy DEGENT WORK AND

T BB

EDUGATION ECONOMIG GROWTH FORTHE GOALS
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Supporting more than
24,000 customers
experiencing
vulnerability through
our specialist teams

Helping people
by being there
when it matters
most to them

Our teams are working hard to support
customers, communities and the
economy throughout the COVID-19
pandemic. Our initial response focused
on protecting our people and customers
while remaining open for business and
putting in place a range of customer
support packages such as mortgage and
business loan deferrals. Our focus has now
shifted to working with customers who
need more individual support.

Before COVID-19, many customers and
communities were, and continue to be,
impacted by drought and last summer’s
devastating bushfires. Support packages
included mortgage and business loan
deferrals, emergency cash grants and

a $100 million fund to provide carry-on
finance loans of up to $1 million to existing
eligible drought affected agribusiness
customers at a discounted variable
interest rate.

We approved over 75,000 applications
for financial assistance from customers
experiencing financial hardship in FY20.

Helping those in need of extra care

We continue to improve support for
customers in vulnerable circumstances.
This year, we introduced an enterprise-
wide standard to help our people
support customers in vulnerable
circumstances. In addition, we developed
our Family or Domestic Violence Position
Statement, which outlines the principles
we apply when supporting affected
customers.

We offer a variety of resources to assist
customers and their families experiencing
challenging circumstances such as the
loss of a loved one, divorce or separation,
or elder financial abuse. Following

the COVID-19 restrictions, we offered
support for elderly customers and people
experiencing vulnerability to set up
contactless banking.

Remote banking support

Westpac Remote Services supports
Aboriginal and Torres Strait Islander
customers in remote communities who

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

First piloted in 2018, this year we

expanded Yuri Ingkarninthi, our Indigenous
Connection call centre, to customers

in all States and Territories, conducting
over 18,000 customer conversations to
support a variety of remote banking needs.
These included access to cards or cash,
establishing telephone and internet banking
and resolving issues related to scams

and fraud.

Alignment to the sustainable
development goals

DEGENT WORK AND 10 REDUCED 17 PARTNERSHIPS
ECONOMIC GROWTH INEQUALITIES

FORTHE GOALS
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Helping people
create a prosperous
nation

To help our people develop their skills, we Helping create jobs for vulnerable
provide a range of structured and self- Australians

paced learning experiences, including
virtual coaching support to help bankers
have great customer conversations and
deepen relationships.

Westpac Foundation' paid $2.3 million in
grants to help organisations that provide
employment, education and training support
for some of Australia’s most vulnerable.

We have also partnered with leading Given COVID-19’s impact, the Foundation
universities to offer employees a range brought forward grant payments and

of micro-credentials in disciplines such expanded its non-financial support, working
as risk, lending and service. with industry partners to offer access to

pro bono skills.

This year, Westpac Foundation also
partnered with the Foundation for Rural
71 9 jobs and Regional Renewal (FRRR) to award
. grants to 50 community organisations in
Westpac Foundation' grants to

social enterprises helped create rural, regional and remote ;ommunltles
719 jobs? for vulnerable Australians affected by drought, bushfires and

A
<=

Delivered over $150 million
in community investment?

CASE
STUDY

THE BREAD AND BUTTER PROJECT

The Bread and Butter Project is
Australia’s first social enterprise bakery,
investing all its profits into training and
employment for refugees and asylum
seekers. As a wholesale bakery, the
closures of cafes and restaurants due

to COVID-19 initially resulted in a
60% loss in revenue.

With Westpac Foundation’s support,
the Project expanded its distribution to
Woolworths Metro stores. This helped
the bakery increase sales and keep its
bakers and trainees employed.

1 Refer to footnote on page 17.
2 Jobs created through the Westpac Foundation job creation grants to social enterprises are for the year ended 30 June 2020.
3 Excludes commercial sponsorships.
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A QUANTUM ALPHABET

Quantum physicist and Westpac Scholar Dr Jacquiline
Romero believes the key to online security could lie in
a ‘quantum alphabet’ made not from letters, but from
different shapes of light. Dr Romero is exploring its
potential through her Westpac Research Fellowship
at The University of Queensland.

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

“The Fellowship is expanding my network both inside
and outside of academia, which encourages a broader
conversation beyond physics. Talking to others in the
Westpac Scholars network, you get a sense that they
sincerely want to help you achieve your vision. That
backing helps me be bolder and more ambitious.”

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

Dr Jacquiline Romero, Westpac Scholar

Tomorrow’s leaders

Westpac Scholars Trust* awards

100 scholarships each year to individuals
who have the ideas and drive to help shape
the future of Australia. Since beginning in
2014, Westpac Scholars Trust has awarded
scholarships valued at $24.6 million in
partnership with 22 universities across
Australia.

Westpac Scholars are talented Australians
focused on tackling a range of issues, from
finding treatments to rare diseases, to
creating innovative businesses that help
solve social problems. Today there are
almost 500 Westpac Scholars.

$3.9m

In full year 2020 Westpac Scholars
Trust awarded $3.9 million in
educational scholarships to the
next 64 Westpac Scholars

4 Westpac Scholars Trust (ABN 35 600 251 071) is administered by Westpac Scholars Limited (ABN 72168 847 041) as trustee for the Westpac

Scholars Trust. Westpac Scholars Trust is a private charitable trust and neither the Trust nor the Trustee are part of Westpac Group. Westpac provides
administrative support, skilled volunteering, and funding for operational costs of Westpac Scholars Trust.
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Australia’s largest
financier of greenfield
renewable energy
projects for the past
three years® - see
Climate change on

page 46 for more
information

Social and affordable housing

During the year we were joint lead
managers for National Housing Finance and
Investment Corporation (NHFIC) on two
social bonds, including the largest social
bond by an Australian issuer. Funds raised
by the bonds will support community
housing providers across New South Wales,
Queensland, South Australia, Tasmania,
Victoria and Western Australia, financing
over 4,700 properties, including over

1,100 new dwellings.

Our lending to the social and affordable
housing sector increased to $1.7 billion®.
This reflects a change in market dynamics,
with funding sources to the sector more
diversified. We continue to support
NHFIC and its clients.

Safer Children, Safer Communities

One of the commitments in our Response
Plan to the AUSTRAC proceedings was

to develop a program to help reduce

the human impact of financial crime.

The program involves a series of actions
and investments we intend to deliver in
Australia and across the Asia Pacific Region
over three years to make a meaningful
impact on child safety and protection.

To guide our approach, we established
the Safer Children, Safer Communities
Roundtable of experts in human rights,
child safety, online safety and law
enforcement.

5 Source: IJGlobal, September 2020.

Progress this year included developing
strategic partnerships with International
Justice Mission to provide $18 million

over three years to tackle online sexual
exploitation of children in the Philippines,
and with Save the Children (Australia) to
provide $6 million over six years to support
the delivery of its ‘Protect Children -
Philippines’ project.

We are working with an international
non-government organisation to invest
$25 million in cross-industry data sharing
projects to better detect, monitor, report
and prevent harm to children associated
with financial crime.

Most recently, we launched a new Impact
Grants program, allocating $9.2 million to
support community organisations and not-
for-profits working across a range of child
safety and protection initiatives in Australia.

Principles for Responsible Banking

In 2017, we were a founding bank and
signatory to the Principles for Responsible
Banking (PRB), an initiative of the United
Nations Environment Programme Finance
Initiative (UNEP FI). Last year, we became
the first bank globally to report in
alignment with the draft principles.

For this year’s PRB Index, see the

2020 Sustainability Appendix.

Alignment to the sustainable
development goals

QUALTY DEGENT WORK AND

10 REDUGED
EDUCATION ECONOMIC GROWTH INEQUALITIES

CLIMATE
ACTION

RESPONSIBLE 17 PARTNERSHIPS
FOR THE GOALS
/ANDPRODUCTION

0P| &

6 Refers to the cumulative Total Approved Exposure to customers in the Social and Affordable Housing sector since 2013.

For full definition, see the 2020 Sustainability Appendix.
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Average time to
resolution for
complaints’ is

6.5 days, compared
to 9 days in 2019

A culture that is
caring, inclusive
and innovative

We are working to address the culture
shortcomings outlined in the Culture,
Governance and Accountability (CGA)
self-assessment, with a program that
builds on our strengths of caring and
empathy, while turning around aspects of
our culture which have held us back, such
as complexity and diluted accountability.
Our new purpose and simplified values
and behaviours are also supporting this
cultural change.

Promoting an inclusive society,
where our workforce reflects
our customers

Recognising and embracing the diversity
of our people helps us to create an
inclusive culture where employees feel
they belong, are encouraged to bring new
ideas and understand the diversity of the
communities we serve.

We have introduced a new Cultural
Diversity Leadership Shadowing Program,
with 210 employees participating in the
first year.

Westpac was included in the Bloomberg
Gender Equality Index for the fourth
consecutive year.

We welcomed 115 new Aboriginal or Torres
Strait Islander employees and increased
the regional footprint of our Aboriginal and
Torres Strait Islander traineeship program,
which provides paid full-time or school-
based traineeships to build experience in
financial services.

We also launched the second intake of
our Tailored Talent program for those
on the Autism spectrum. This program
received Autism Australia’s 2020 Aspect
Advancement Award.

7 Group Internal Dispute Resolution complaints excluding WIB complaints.

Improving the way we resolve
customer issues

Over the past two years, we have made
significant changes to the management
of customer complaints, both in terms
of our processes and by identifying and
addressing root cause issues that lead
to complaints.

Initiatives include complaints skilling
sessions for bankers with a focus on first
point resolution, an updated Complaints
Management Standard and continuing

to make information on how to make a
complaint easier to find. We have also
rolled out a new complaints management
system to help improve the customer
experience and for better compliance
and reporting.

We also continue to refund customers
where we have not got it right through
our customer remediation programs.
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Continuing to
make progress on
the sustainability
fundamentals

Health, safety and wellbeing

Our priority through COVID-19 has been
to protect our people while remaining
open for business. We have implemented
a range of measures to support the health
and wellbeing of employees, including
enhanced cleaning, providing personal
protective equipment, temperature
checks in larger sites and installation of
polycarbonate screens in branches. Where
possible, employees are working remotely,
with over 20,000 working from home. We
also introduced special leave provisions to
address illness, self-isolation and changing
childcare responsibilities.

Over 2,000 leaders have completed training
in the early intervention and prevention of
mental ill-health, and the importance of
supportive leadership. Since COVID-19, we
have introduced new health and wellbeing
resources, including for parents and carers
balancing home and work commitments,
and for employees exposed to increased
risks of domestic and family violence.

SUSTAINABILITY-LINKED LOAN

Westpac NZ and Contact Energy
entered into a $50 million, four-year
sustainability-linked loan facility, one
of the first of its kind in New Zealand.
The loan’s incentive targets align with

continual improvement in Contact
Energy’s Environmental Social and
Governance (ESG) performance,
including assessment of its climate
strategy, electricity generation mix,
corporate governance and stakeholder
engagement.

Sustainable lending and investment

Many corporate and institutional customers
are moving to more sustainable business
models. We offer a range of sustainable
finance products and services to

support them in the transition, including
sustainability-linked loans that incentivise
borrowers to meet pre-determined
sustainability targets.

During the year, we updated our
Sustainability Risk Management Framework
and ESG Credit Risk Policy, developed tools
to support bankers when considering ESG
risks, and enhanced our position statements
including on climate and human rights.

Human rights

See Human rights on page 44.
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Maintained carbon
neutral status

75%

Renewable energy
represents 75% of
our lending to the
electricity sector

A+

A+ rating for BT’s

sustainable investment
strategy and governance
through the Principles

for Responsible
Investment (PRI)

Environment'

We are committed to reducing the climate
change impacts of our operations. We
achieved an 11% reduction in Scope 1and
Scope 2 greenhouse gas emissions in 2020
compared to 2019, and a 27% reduction
since 20162. The reduction over the last four
years has been driven by commercial and
retail site consolidation and refurbishments
as well as onsite solar installations. Reduced
staff numbers at corporate sites due to

the COVID-19 pandemic contributed
approximately 2% of the reported reduction
in Scope 1and 2 emissions this year.

Responsible sourcing

We work with over 8,600 supplier partners
and during the year procured goods and
services worth $6.5 billion across Australia
and New Zealand.

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

to increase our ability to identify risks of
modern slavery and expanded the scope

of our assessment activities to suppliers in
high risk categories, outside of our Top 100
by spend. We have commenced a redesign
of the Responsible Sourcing Program to
enhance our methods of identifying ESG
risks and take steps to mitigate and manage
ESG risks across different industries and
deeper into our supply chain.

1 Environmental footprint data as at 30 June 2020, unless otherwise stated.
2 FY16 Scope 1and 2 baseline: 147,620 tCO,-e.

Our supplier inclusion and diversity
program has continued to grow with
$19 million spent with diverse suppliers
during the year, including $5.9 million
with Indigenous-owned businesses.

Community and social impact

Through our community programs,

we support our employees to make

a difference in the issues and causes
important to them. More than 3,000
employees participated in our volunteering
programs, sharing their skills or time to
support community partners and social
enterprises.

In addition, over $2.7 million was donated
to more than 780 charities through our
Matching Gifts program, which matches
employee donations to eligible Australian
charities dollar-for-dollar.

This year, we launched Australia’s

first green loan developed for the

superannuation sector. Working with

FIRST GREEN LOAN IN
SUPERANNUATION

Local Government Super, the $65 million
green loan was structured by determining
which buildings in its Local Government
Property Fund met international
standards for green buildings set

by the Climate Bonds Initiative.

o For more detailed information on our
sustainability approach, performance and metrics,

please visit westpac.com.au/sustainability or see
our 2020 Sustainability Performance Report and
Sustainability Appendix.
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STAINABLE FUTURE

BUILDING A

Human rights

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

Our Human Rights
Position Statement
and 2023 Action
Plan:

@

Commits to 19 specific
actions over the next
three years; and

ru

Sets out the principles
that guide our
approach and helps
stakeholders identify
the specific policies,
frameworks and other
documents where
those principles are
applied in practice.

Our commitment
to human rights

As a major financial institution, we
understand that through our activities we
may impact on human rights, whether in
our role as a financial services provider,
lender, purchaser of goods and services,
employer, or supporter of communities.

We recognise we have both a responsibility
to respect human rights, and opportunities
to positively impact human rights, across
our value chain. In particular, Westpac
acknowledges and has taken accountability
for its inadequate transaction monitoring
to help identify potential child exploitation.
Every three years, we review and update
our Human Rights Position Statement and
Action Plan (Human Rights Action Plan)

to lay out the principles that guide our
approach and help stakeholders identify
the specific policies, frameworks and other
documents where those principles are
applied in practice.

In May, we published our third Human
Rights Position Statement since 2015,
together with our 2023 Action Plan.

This sets out nineteen specific actions to
be addressed over the next three years for
how we will more deeply embed respect
for human rights into our business and
business relationships, in line with the

UN Guiding Principles on Business and
Human Rights.

Governance and oversight

The Westpac Group Board has oversight
of our approach to human rights and our
management of human rights risks. Our
Human Rights Action Plan is reviewed by
the Executive Team and approved by the
Board every three years.

The Board Risk Committee considers and
approves Westpac’s Sustainability Risk
Management Framework (which includes
human rights risks) every two years.

The implementation and management
of Westpac’s approach to human rights
is led by Group Executives.
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Identifying our salient human rights issues

Salient human rights issues are the human rights at risk of the most severe negative
impact through a company’s activities and business relations. The following salient

Supported the human rights have been identified as key focus areas:
psychological health

and safety of our ROLE SALIENT HUMAN RIGHTS

workforce, particularl . . . . . . L.
in light of t:e impactsy Financial services provider | — Customers experiencing vulnerability due to COVID-19,
of bushfires and serious illness and natural disasters, including bushfires I\)
CovID-19 — Use of our services to adversely impact on human rights %
— Access to services by Indigenous populations S
— Information security and data privacy &
Y]
Lender — Labour rights and land-related human rights 3
Y]
Employer — Work related mental ill-health ;{
— Exclusion and discrimination %
m
Purchaser of goods and — Unfair wages and working conditions
services — Modern slavery in our operations and supply chain
Managing human rights issues
This year, we took a number of important
steps to uplift our respect for human rights, in
line with the Human Rights Action Plan: »
— delivered extra level of care and sensitivity n
in the way we serve and support customers §
experiencing vulnerability; g
— progressed a significant multi-year program 2
of work to address management of financial a
crime risks, including those associated with 3
child exploitation; E
m
— commenced a series of actions and =
0

investments in Australia and across the Asia
Pacific region through our Safer Children,

Safer Communities work program; TAKING ACTION ON MODERN
— updated our ESG Credit Risk Policy and SLAVERY
our position on certain sensitive sectors to In response to the Modern
include further guidance on human rights Slavery Act 2018 (Cth), this year
risks and to further embed the principle we have taken steps to embed
of ‘risk to people’ as well as risk to the its requirements across our
business; operations and supply chain.
— supported the psychological health and These include:
safety of our workforce, particularly in light — identifying ways to better
of bushfires and COVID-19; and address modern slavery risk;
— published our Slavery and Human conducting a modern slavery
Trafficking Statement for the 2019 financial risk assessment; and

year in accordance with the Modern Siavery
Act 2075 (UK) and made progress to meet
the requirements of the newly commenced
Australian Modern Slavery Act 2078 (Cth).

identifying areas for industry
collaboration.

NOILVWIONI 43ATOHIAVHS ¥

o For more detailed information, see our 2020 Sustainability Performance Report,
Sustainability Appendix and Sustainability Datasheet.
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BUILDING A SUSTAINAE
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Climate change

Westpac recognises that climate
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 Farm in Wagga Wagga, NSW

Climate-related
financial disclosure

We are committed to managing our Since 2018, the Group has published
business in alignment with the Paris disclosures in line with the

Agreement and the need to transition to recommendations of the Task Force on
a net zero emissions economy by 2050. Climate-related Financial Disclosures

(TCFD) and our performance against these

There is continued development in the A . ;
recommendations is summarised below.

climate change agenda and increasing
interest from investors, regulators,
customers and the community in our
approach to this issue. This year, we
further integrated management of climate
change impacts into our business.
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Climate change: Strategy

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

CLIMATE CHANGE SOLUTIONS

LY Provide finance to
-,,S\: back climate change
! solutions

Increased lending to climate change solutions, taking total committed
exposure to $10.1 billion, exceeding our target! of $10 billion by 2020; and

Facilitated $4.8 billion for climate change solutions, exceeding our
2020 target of $3 billion.

SUPPORT BUSINESSES

Support businesses
L o) that manage their

g climate-related risks
S

Reduced the emissions intensity of our lending to the electricity
generation sector from 0.36 tCO,-e/MWh in 2017 to 0.25 tCO,-e/MWh
exceeding our 2020 target of 0.30 tCO,-e/MWh;

Maintained our commitment to stringent lending standards in the
thermal coal mining sector;

Supported customers’ transition strategies through sustainable finance
structures, such as sustainability-linked loans - see case study page 42;
and

Through BT?, continued our involvement in Climate Action 100+, an
investor-led initiative to engage systemically important greenhouse
gas emitters and help achieve the goals of the Paris Agreement.

HELP CUSTOMERS
Help individual

HELP customers respond

'hJ to climate change

Provided over 3,400 natural disaster relief packages to assist customers
affected by floods, bushfires and other disasters over the year - see
page 31 for further details; and

Westpac New Zealand launched a Warm Up Home Loan, offering
up to NZ$10,000 interest-free, for five years, to make homes healthier
and more energy efficient.

IMPROVE DISCLOSURE

Improve and disclose
our climate change
performance

N

Reduced Scope 1and 2 emissions by 27% since 2016% exceeding our
reduction target of 9% by 2020;

Commenced renewable electricity supply from Bomen Solar Farm
in Q4 2020. We expect to source over 45% of our annual electricity
requirement from renewables in 2021, and are on track to meet our
commitment of 100% by 2025;

Westpac New Zealand became New Zealand’s first Toitd carbon zero
certified bank in 2020; and

Released our updated Climate Change Position Statement and 2023
Action Plan.

POLICY ADVOCACY

Advocate for policies
that stimulate
investment in climate
change solutions

e

Actively engaged in industry initiatives on key climate change themes,
including through the UN Principles for Responsible Banking, Australian
Sustainable Finance Initiative, Australian Business Roundtable for
Disaster Resilience and Safer Communities, and Climate Measurement
Standards Initiative (CMSI).

1 Progress and targets for lending to climate solutions are reported on an ‘as-at’, non-cumulative basis.
2 BT’s annual climate-related disclosure can be found at bt.com.au/sustainability.

3 FY16 Scope 1and 2 baseline: 147,620 tCO,-e.
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Climate change update (continued)

Aim to provide

$3.5 billion new lending
to climate change
solutions by 2023 and
$15 billion by 2030

Strategy update

In May, we released our updated Climate
Change Position Statement and 2023
Action Plan (Climate Action Plan)'. Our
updated Climate Action Plan describes
the principles that underpin our climate
change strategy, recognising that:

— a transition to a net zero emissions
economy is required by 2050;

— economic growth and emissions
reductions are complementary goals;

— addressing climate change creates
opportunities;

— climate-related risk is a financial risk; and

— collective action, transparency and
disclosure matter.

To address climate change risk and
opportunities, our Climate Action Plan
identifies three areas where we expect
to direct our attention over the short,
medium and long-term. We will:

— help customers and communities
respond to climate change;

— improve the climate change performance
of our operations; and

— support initiatives and policies to achieve
the goals of the Paris Agreement.

The Climate Action Plan also identifies
areas where we will continue to improve our
oversight, risk management and disclosure
of climate change risks and opportunities.

Oversight

The Board has oversight of the Group’s
approach to and management of climate
change and receives twice-yearly updates.
Our Climate Action Plan is approved by the
Board every three years. The Board Risk
Committee considers and approves our
Sustainability Risk Management Framework
(which includes climate change risks) every
two years.

The management of our response to
climate change is led by Group Executives.
The Sustainability Council (Council),
sponsored by the Group Executive,
Customer and Corporate Relations,
comprises senior leaders from across the
Group with responsibility for managing
Westpac’s sustainability agenda, including
climate change.

The Council meets at least quarterly and has
climate change as a standing agenda item.

The Council reports to the Executive Team
and Board through twice-yearly updates.

Various committees oversee different
elements of our climate change strategy:

— the Sustainable Finance Committee
coordinates initiatives to achieve
Westpac’s climate change solutions
targets. It reports to the Council;

— 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. It reports
to the Group Credit Risk Committee; and

— the Environment Management Committee
oversees strategies and initiatives to
reduce our environmental footprint,
particularly targets on energy and
emissions. It reports to the Council.

Divisional risk committees consider the
climate change dimensions of our business
activities as required.

During the year, the Board:

— attended a training workshop led by
industry experts to discuss climate
change risks, investor expectations
and directors’ duties;

— approved the Group’s fourth Climate
Action Plan in April 2020; and

— noted a summary of developments in
climate change in its six-monthly update.

To enhance oversight of climate change we:

— aligned the Climate Change Risk
Committee, chaired by the Group Chief
Credit Officer, to be a sub-committee
of the Group Credit Risk Committee to
improve oversight of climate-related
financial risks;

— implemented climate change updates to
risk forums for major customer-facing
divisions including Westpac Institutional
Bank (WIB), Business division, Consumer
division and Westpac New Zealand
Limited; and

— commenced work to enhance climate
change reporting to the Board.

1 Westpac’s Climate Change Position Statement and 2023 Action Plan does not apply to investments made where a Westpac Group entity is acting as a
trustee (for example Responsible Super Entity licensee or Responsible Entity) or insurer. The governance and strategies for ESG risk in these portfolios
(including climate change) are the responsibility of the relevant board and management of these entities.
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Managing climate-related risks

Climate change risks are managed within
the Group’s risk management framework.
We seek to understand the potential for
climate-related transition, physical and
litigation risks to impact our business, in
particular the possible impact on credit risk,
regulatory and reporting obligations, and
our reputation.

Through our Climate Action Plan, we set out
criteria for lending to emissions-intensive
and climate-vulnerable sectors, supporting
customers that are in, or reliant on, these
sectors and who assess the financial
implications of climate change on their
business, including how their strategies are
likely to perform under various forward-
looking scenarios, and demonstrate a
rigorous approach to governance, strategy
setting, risk management and reporting.

We review our Sustainability Risk
Management Framework, risk appetite
measures and policies ensuring the criteria
set out in the Climate Action Plan are
integrated. These criteria are applied at the
portfolio, customer and transaction level
where appropriate. Escalation of climate-
related risks to relevant divisional risk
committees occurs in accordance with the
Sustainability Risk Management Framework.
If the identified risks are not within risk
appetite then the application of conditions
to manage the risks may be considered, or
the transaction may be declined.

CLIMATE CHANGE RISK COMMITTEE

Risks associated

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

Bomen Solar Farm in Wagga Wagga, NSW

We updated our Climate Change Risk Committee (CCRC) to improve oversight of
climate-related financial risks. The CCRC met three times during the year.

Now chaired by the Group Chief Credit Officer and reporting to the Group Credit
Risk Committee, the CCRC’s objectives are to:

— oversee identification, quantification and management of climate-related risks;

— integrate climate-related risks into risk management frameworks, lending policies

and lending guidelines;

design, execute and integrate climate scenario analysis and portfolio resilience

testing;

support climate change disclosures and reporting; and

facilitate continuous improvement in climate-related risk management.

M3IATY D1931VALS L

N
(1)
o
o
c
o
b}
m
o
n
o
)
2
>
z
(2]
m

SLNIW3LVLS TVIONVNIL €

NOILVWIONI 43ATOHIAVHS ¥




50

WESTPAC GROUP 2020 ANNUAL REPORT

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 year we improved climate-related
risk management by:

— establishing ‘Sustainability’ as a Level 1
Risk in the Group Risk Taxonomy
to enhance our focus on material
sustainability risks including climate
change;

— realigning ownership of the Sustainability
Risk Management Framework from
Group Sustainability to Risk to improve
integration with Group-wide risk
approaches;

— initiating a review of our Sustainability
Risk Management Framework, Risk
Appetite Statements and ESG Credit
Policy to integrate the criteria set out
in our new Climate Action Plan;

— analysing the credit characteristics
of lending in industry sectors and
postcodes which may face higher risks
by 2050 under climate change scenarios
developed in 2018 and 2019;

— completing Westpac New Zealand’s first
climate risk disclosures in line with TCFD
recommendations; and

— conducting a physical risk assessment
of the impact of sea level rise on
coastal flooding and erosion on the
Westpac New Zealand residential
mortgage book.

Scenario analysis

Since 2016, Westpac has evolved its scenario
analysis to inform its assessment of climate-
related risks and opportunities over the short,
medium and long-term. The findings from
our scenario analysis informed our current
Climate Action Plan which outlines a range

of commitments to help customers and
communities respond to climate change.

We continue to assess’:

— the resilience of our Australian Business
and Institutional? lending to transition risks
using 1.5 and 2-degrees scenarios; and

— the potential impact of climate-related
physical risks on the Australian mortgage
portfolio® arising from global warming
scenarios of both 2 and 4-degrees.

As at 30 September 2020:

— the share of our current Australian Business
and Institutional portfolio exposed
to sectors which may face relatively
higher growth constraints* at 2030 and
2050 under climate change transition
scenarios (1.5-degrees and 2-degrees) is
shown below:

2030 2050

1.5-degrees scenario 1.9% 3.4%

2-degrees scenario 0.9% 2.8%

— the share of our current Australian
mortgage portfolio in postcodes which
by 2050 are likely to be exposed to
higher physical risks under a 4-degrees
scenario is approximately 1.7%.

As part of our Climate Action Plan, further
work underway includes:

— assessing climate-related physical risks
on our Australian agribusiness portfolio
and how we can continue to support our
customers to respond,;

— updating our assessment of physical risk in
our Australian mortgage book and how we
can help customers become more climate-
resilient;

— integrating climate change considerations
into our stress-testing capability; and

— analysing lending across the energy sector,
including a ‘deep dive’ on the oil and gas
sector under Paris-aligned scenarios -
see next page.

Using scenarios developed in 2018 and 2019 - for further details see pages 118-120 of our 2019 Annual Report.
Excludes retail, sovereign and bank exposures.
Excludes RAMS and Equity Access.

Sectors whose medium (2030) and long-term (2050) performance under a scenario deviated by more than one standard deviation below average
GDP growth were classified as ‘higher risk’.
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Energy sector focus

Our focus on the energy sector recognises its critical role in the transition to a low carbon economy and our
role in supporting this change. During the year we undertook further analysis to expand disclosure of our total
committed exposure to the energy sector value chain in WIB®.

Pa ,——\‘ g :
\_ / N ( ﬂ ) 2
FO-O+ A N . =
Mining and Transport Electricity Oil and Gas ﬁ
Extraction Generation® Refining 3
$2.02 billion 2
4
Oil and Gas LNG Terminal Gas =
Extraction $0.57 billion $0.67 billion
$2.22 billion 3
Black coal =
Exploration JTH
$0p56 billi $0.27 billion Distribution
. LG Brown coal and Retail
Coal Coal $0.03 billion u
Electricity T
Metallurgical Rail Liquid fuel and Gas® z
coal illi . z
$0.21 billion $0.28 billion $0.12 billion Networke g
' Port $4.53 billion 4
Metallurgical $0.44 billion Hydro . 3
coal in diversified $1.30 billion Retailers 2
miners’ $0.77 billion 3
$0.03 bi"ion Other rel:]e}NableS
$1.89 billion oil and Gas

Thermal coal

$0.30 billion $1.32 billion

Uranium

$0.03 billion

In addition to the criteria for financing activities in the energy sector set out in our Climate Action
Plan, we have commenced work to further understand the role of oil and gas in the transition to a low
carbon economy. More extensive climate change disclosures can be found in our 2020 Sustainability
Performance Report.

NOILVWIONI 43ATOHIAVHS ¥

5 All figures are Total Committed Exposures (TCE) at 30 September 2020 for WIB only.

6 Australia and New Zealand only. Customers with operations across several sectors are attributed across those activities based on business segment
contribution.

7 Coal exposures within diversified miners are apportioned by the percentage EBITDA contribution of coal in their latest annual financial statements.
Thermal coal exposures within diversified miners are immaterial.
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CORPORATE GOVERNANCE

Our corporate
governance
approach

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.

WESTPAC’S BOARD AND BOARD COMMITTEE STRUCTURE

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.

Delegation

s

Delegation

\

Technology

Board
Delegation A T
Accountability
External Group Legal or other
Auditors Audit professional advice
Accountability
Group Executives
Assurance,
Oversight through
v Reporting
Board Committees
/
ya
Nominations R ti > Provide assurance on
& Governance R risk components of
the annual report and
N\ T Lo |nter||tm/annual flnanatal Sub-Committee
on the remuneration results announcements
disclosures in the
Remuneration Report
Provide relevant periodic assurances

and reports (as appropriate)

! Provide relevant reports (as appropriate) f

Legal, Regulatory

& Compliance
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Board’s areas of focus in FY20

This has been a significant year for Westpac,
and has included an investigation by Westpac
into its anti-money laundering and counter-
terrorism financing (AML/CTF) compliance
failures following the filing of AUSTRAC'’s
Statement of Claim and the reassessment of
our Culture, Governance and Accountability
program as required by APRA. One of the
main conclusions of the reassessment was that
aspects of our non-financial risk culture were
‘immature and reactive’. These events have led
to a number of changes across the Company.
The Group is focused on improving its risk
management capability and risk culture,
including through its Customer Outcomes

and Risk Excellence (CORE) program. The
Board is responsible for the governance of the
program, with oversight of the CORE program
workstreams by the Board Legal, Regulatory
& Compliance Committee. Further information
on the CORE program can be found on

page 19 and 20.

Much of the Board'’s focus in 2020 (with
assistance from its Committees) stemmed
from these developments and included
seeking to understand the root cause of
issues, applying appropriate consequences
and overseeing the program of actions to
address the matters raised by 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 a separate external review of
Westpac’s financial crime program;

— appointing an independent Advisory Panel
to review the Board’s governance relating
to the Group’s AML/CTF obligations; and

— determining accountability and applying
remuneration consequences for the issues
identified in AUSTRAC’s Statement of
Claim.

The Board also established 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.

In addition, the Board is overseeing broader
change across the Company, which in FY20
included:

— appointing a new CEO and overseeing
changes to, and succession planning of,
the Executive Team, including the creation
of three new Group Executive roles;

— overseeing the Group’s response to the
COVID-19 pandemic;

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

— 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 and overseeing
the CORE program that has been set up to
address, among other things, weaknesses
in our management of risk and our risk
culture; and

— approving a 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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Board skills, diversity and tenure

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 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.

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

SKILLS AND EXPERIENCE DESCRIPTION NUMBER OF DIRECTORS
— 1 ::lj\teglc An ability to define strategic objectives, 10/10
Sommercial | CoNStructively question business plans and O O I B
implement strategy using commercial judgement
Al acumen
Financial Experience working in, or advising, the banking 7/10
. and financial services industry (including wealth -------DDD
IJ |_| services management), with strong knowledge of its
experience . . ) )
economic drivers and global business perspectives
. . Highly proficient in account