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We aim to bring together

the best service and leading
technology to deliver the best
outcomes for our customers.
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Our business

Our business

Our purpose is to improve the financial wellbeing
of our customers and communities.

We are guided by our values:

e Wedowhatisright

e We are accountable

e We are dedicated to service
e We pursue excellence

e Wegetthingsdone

Our strategy is to become a simpler, better bank that
delivers balanced and sustainable outcomes for our
customers, community, our people and shareholders.

Our execution priorities are:

e Simplify our business

e Leadinretailand commercial banking
e Bestindigital

o Retail Banking Services

e Businessand Private Banking

e |nstitutional Banking and Markets
e Wealth Management

e ASBNew Zealand

¢ International Financial Services

Our brands include some of the best known names
in financial services in Australia and New Zealand.

CommonwealthBank / CommSec < /

Colonial

Market leadership

e Main financial institution for 1in 3 Australians

e |eading market share in home lending, household
deposits and credit cards

e | eading payments provider with largest merchant base

Customer reach
e 174 million customers, including the highest share of
youth and new migrant segments

e Largestbranch networkin Australia and Australia-based
call centres

e 7.0 million active digital customers, #1for online and
mobile banking (Canstar)

Talent

e 48,238 employees

e Gender diverse leadership — 50% of Board Directors
are female

o Workforce is more culturally diverse than the
Australian population

Innovation

e Real-time core banking platform
e #1mobile banking app in Australia (Forrester)
e | eading data and analytics capabilities

Financial strength

e 830,000+ shareholders

e Deposit funding 69%

e Common Equity Tier 1capital ratio of 10.7% (APRA),
16.2% (International)

Sustainability
o Committed to sustainable and responsible business
practices

e Reportinline with the recommendations of the
Task Force on Climate-related Financial Disclosures

e Listed on DJSI Asia Pacific

1 For source information see the Glossary on page 309.

The financials are presented on a continuing operations basis except statutory profit, dividend per share and the Common Equity Tier 1capital ratio which
include discontinued operations. Discontinued operations are outlined on page 45.
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What we

eliveredin FY19

090

Y

of new lending for
Australian home buyers

of new lending for
Australian businesses'

Customers
Better outcomes

(9

new personal transaction changes to fees and charges
accounts opened for customers benefiting customers

For more information, see pages 22-256 ———4

CommBank Foundation
community grants

students provided with
financial education (Start Smart)

Community
Trusted
and reputable

0@2
OQQ

low carbon employee pro bono and
financing volunteering hours

T— For more information, see pages 26-29 ——4

Our people
Energised,
accountable

2

Shareholders

paid to our people in salaries womenin
and superannuation leadership roles
average hours of training of our people
per employee working flexibly

T— For more information, see pages 30-33 ——«—— 4

Long-term
sustainable
returns

returned to shareholders dividend amount received by
as dividends average retail shareholder
return on equity total shareholder return
(cash basis) (1year)

For more information, see pages 34-35 ———— 6
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Dear Shareholder

It has been a very important year for
the Bank, in terms of progressing our
strategy to be a simpler, better bank,
and addressing key governance,
accountability, risk and remediation
issues.

All the while, the business has been
focused on maintaining operational
and capital performance in a more

challenging economic environment.

Strategy: becoming a simpler, better
bank

Becoming a simpler bank

This year, substantial progress has been
made to simplify the Bank. Our focus has
been on remediation in, and rationalisation
of, our Wealth Management division.

In July 2018, we sold our New Zealand
life insurance business, Sovereign, for
$1.3 billion, and we are making progress
on the divestment of our Australian life
insurance business, Comminsure Life.

Chairman’s

&

Recently, on 2 August, we completed
the sale of our global asset management
business, Colonial First State Global
Asset Management, for $4.2 billion.

We have also announced the exit of our
aligned financial advice businesses,
namely the sale of Count Financial, the
cessation of CFP-Pathways and the
assisted closure of Financial Wisdom.

We remain committed to the orderly exit
of our remaining wealth management and
mortgage broking businesses, comprising
Colonial First State, Aussie Home Loans
and our stake in Mortgage Choice.

Delivering better customer outcomes

Another critical area of focus this year
has been delivering better outcomes
for our customers.

We have been making changes to our
policies, products and processes to ensure
that we deliver better customer outcomes.
This includes our commitment to improve
the financial wellbeing of our customers by

removing and reducing fees, and
by introducing smart alerts to help
customers avoid fees.

We have elevated our approach to how
we listen and respond to customers,

and have developed a more robust
complaints handling process. These
functions now report directly to the Deputy
Chief Executive Officer, David Cohen.

Alarge team is also working on remediation
and we have expensed approximately

$1 billion this year to cover refunds, interest
and program costs — due primarily to issues
in our financial advice businesses - to
ensure that customers are appropriately
and efficiently remediated.

Leadership

There has been significant renewal of the
Executive Leadership Team (ELT), following
Matt Comyn’s appointment as CEO in April
last year. Matt has subsequently made
seven new appointments to his leadership
team, through both internal and external
recruitment processes. The new team has
significant experience in financial services,
risk management and technology. Together,
they are now leading the necessary cultural
change and making progress on becoming
a simpler, better bank.

Culture, accountability and remuneration

To achieve lasting cultural change we have
clarified what we expect of our people
through our updated purpose and values,
and a new Code of Conduct. The Code links
our purpose and values with the guiding
principle our people must apply - the
‘Should We? test - to ensure they make

the right decisions and do the right thing

by our customers and the community.

The Bank’s remuneration framework

has also further evolved to support

cultural change and reinforce greater
accountability. Changes have been made
to better align the Bank’s remuneration
framework with prudent risk management.
For senior leaders, including the CEO and
Group Executives, a significant proportion
of their performance is now also tied to

the successful delivery of our Remedial
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Action Plan (RAP) which responds to

the recommendations of the Australian
Prudential Regulation Authority (APRA)
Inquiry into CBA. The RAP milestones
include the necessary changes to policies,
processes and systems that underpin

the Bank’s culture. Importantly, we have
continued to strengthen the Board’s
oversight and challenge of remuneration
across the Group.

The Board has also determined
appropriate remuneration consequences
to reflect risk, customer and reputational
matters. This year, of the 15 Executives
eligible for short-term variable
remuneration, 14 received in-year
reductions to their remuneration in relation
to risk matters. This is in addition to the
reduction in remuneration outcomes for
Directors, Executives, senior leaders and
employees of more than $100 million
across the 2017 and 2018 financial years.

Strengthening governance of
non-financial risk

In the 2019 financial year we have built
on the previous two years of work in
strengthening governance practices at
the Bank, to ensure we meet the high
standards expected of us.

The focus this year has been on the
governance of non-financial risk, including
operational risk and compliance. We

have increased Board visibility of non-
financial risk and improved Board
oversight, processes and coordination.
This work has been further guided by

the recommendations of last year’s

APRA Inquiry.

The CEO has also established a Non-
Financial Risk Committee (NFRC) at
Executive level, with reporting through
to the Board Risk Committee, to improve
the identification, prioritisation and
management of non-financial risks.

The NFRC also focuses on risks such

as climate change and cyber risk that
can ultimately have financial impacts.

Regulatory and compliance progress
Australian Transaction Reports

and Analysis Centre (AUSTRAC)

We have continued to invest heavily in our

financial crimes capabilities and continue
to work constructively with AUSTRAC.

Australian Prudential Regulation
Authority (APRA)

In April 2018, we committed to implement
all 35 recommendations contained in
APRA's Prudential Inquiry Final Report and
entered into an Enforceable Undertaking
(EU) with APRA. An independent reviewer,
Promontory Australasia (Sydney) Pty Ltd,
provides an assessment of our progress
to APRA on a quarterly basis. Their latest
report states that we are on track to deliver
on our RAP. The full report is available at:
commbank.com.au/apra.

Financial Services Royal Commission

In February of this year, the Final Report of
the Royal Commission into Misconduct in
the Banking, Superannuation and Financial
Services Industry (Financial Services
Royal Commission) was delivered. We are
committed to working with government
and our regulators to implement the
recommendations of the Final Report.

Of the 76 recommendations in the Final
Report, we are currently taking action on
23. We are participating in consultation
processes and preparing to implement

an additional 27. For the remaining 26, the
action is with government or regulators or
the Bank does not operate in that business.

Australian Securities and Investments
Commission (ASIC)

In April 2018, Commonwealth Financial
Planning (CFPL) entered into an EU with
ASIC that required it to attest that it had
identified and remediated customers who
had not received an annual review, and that
its ongoing service systems, processes
and controls were reasonably adequate.

In June 2019, ASIC confirmed that CFPL
had complied with the EU, save for some
refunds to be made by 30 September.

Sustainable business practice

To embed our commitment to operating
sustainably and responsibly into our
business, we have integrated our
environmental and social commitments
into a new Group Environmental and
Social Policy. This policy includes our
commitment to supporting the responsible
global transition to net zero emissions

- including by reducing our exposures

to thermal coal mining and coal fired
power generation, with a view to exiting
the sectors by 2030, subject to Australia
having a secure energy platform. It also
includes our human rights and biodiversity
commitments, as well as our approach to
lending to customers in the agriculture,
fisheries, forestry and defence sectors.
The policy is outlined at:
commbank.com.au/policies.

Business performance and dividends

Notwithstanding the actions taken on
remediation this year, the business

has continued to perform well, despite
economic headwinds and uncertainties.
Through capital discipline and prudent
balance sheet management we have
also maintained our funding, liquidity
and capital strengths.

This has enabled the Board to determine a
final dividend of $2.31per share, taking the
full year dividend to $4.31per share fully
franked, flat on last year.

Board renewal

Board renewal has continued and
in January, we welcomed Professor
Genevieve Bell and Paul O’'Malley to
the Board.

Genevieve's experience as a global
technology executive and her
understanding of technology and culture
in business and society, brings a unique
and strategic perspective to the Board.

Paul, with his extensive operational,
accounting and business experience,
including as a CEO and CFO inindustries
undergoing change, adds significant
value to Board discussions.

On 31 December, Sir David Higgins will
retire from the Board and we thank
David for more than five years of service,
commitment and contribution.

Building trust

This year, your Board and management
team have made significant progress
against key governance, accountability,
risk and strategic priorities.

Building trust however, takes time.

We are committed to taking a long-term
view, and to making decisions and acting
in the best interests of all stakeholders.

We believe this will deliver consistently
better outcomes for our customers,
people, communities, regulators and
shareholders, and result in long-term
and sustainable performance.

Thank you for your support.

Catherine Livingstone AO
Chairman
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CEQ’s message

Dear Shareholder

For more than a century, the Bank

has changed with the times to fulfil

our purpose - improving the financial
wellbeing of our customers and
communities. Our purpose goes back
to the Bank’s earliest days when it was
created to be a bank for all Australians,
to help people and businesses prosper
and the economy flourish.

Over the past year, we have been taking
action to deliver a simpler, better bank to
ensure that we uphold the Bank’s legacy
and achieve our purpose.

The benefits of becoming a
simpler bank

Becoming a simpler bank - by
reducing our portfolio of businesses
and simplifying the way we operate
- is allowing us to focus on our core
banking businesses.

These businesses deliver approximately
95% of the Bank’s profit and are where our
strengthslie.

Reducing the complexity of our business
and our processes is helping to improve
customer and risk outcomes. It also
makes it easier for our people to serve
our customers.

Another benefit of simplification is that

it allows us to reduce costs. We are
committed to lowering our cost base to
create the capacity to invest in market-
leading technology and service, in order
to deliver the best offering for our
customers and performance for the Bank.
This will help us meet the challenges of
increased competition. While this year’s
costs have been significantly higher due
to remediation and risk and compliance
expenses, we are seeing the early benefits
of business simpilification.

Progress on becoming a better bank

We are focused on becoming a better bank
for our customers. To demonstrate our
commitment, each week since February
we've announced at least one customer

or community benefit. Initiatives under our
‘Better for you’ campaign have included:
removing a number of banking fees for our
business customers; providing smart alerts
and notifications to help customers avoid
fees and better manage their finances; as
well as introducing measures to support
farmers and regional communities.

This year we have also made deliberate
decisions to stop selling some products
and services and have changed how and
what we charge for others, to ensure that
we are delivering better outcomes and
value for our customers. While this has
impacted revenue, the decisions saved our
customers $275 million in fees and charges
this year, and provide a more sustainable
and competitive base for our business
going forward.

The actions we're taking to respond to the
recommendations of the APRA Prudential
Inquiry and the Financial Services Royal
Commission, and to implement the new
Banking Code of Practice, are also critical to
restoring trust in the Bank and the broader
financial services industry, and will resultin
better customer and community outcomes.

While becoming a better bank will require
consistent effort over time, we were
heartened to see that more Australians
than ever now call the Commonwealth
Bank their main financial institution

(35.6% in June 2019, compared with
34.4% in June 2018). Our consumer and
business Net Promoter Scores have also
improved slightly but are still negative, so we
continue to work hard to identify and fix the
causes of customer dissatisfaction.

Commonwealth Bank of Australia Annual Report 2019



Key metrics in 2019

Statutory NPAT

Cash NPAT

Cost-to-income ratio

Return on equity

cash basis

CET1 capital ratio (APRA)

Dividend per share

fully franked

Total shareholder return

Tyear

Net Promoter Score

Mobile App

Internet banking

1 Statutory net profit after tax (NPAT),
CET1and dividend per share include
discontinued operations.

Delivering for our customers through
service and technology

By combining the best service and
technology we can deliver exceptional
banking experiences for our customers,
and better operational performance for
the Bank.

We are committed to providing exceptional
service across all the channels that our
customers use to do their banking, including
maintaining the largest branch network

in Australia and our Australia-based

call centres.

Akey pillar of our strategy, and of our

customer offering, is being the best in digital.

Our mobile banking app was recently rated
#1in Australia for the third year in a row by
Forrester, and we have been rated the best
online bank for 10 years in arow by Canstar.
Thisis not what we use to benchmark

our performance though, because our

7 million active digital customers - including
5.6 million CommBank app customers -
now compare their banking experience to
the best digital experience they have with
any service provider.

We believe that personalisation is key to
success in digital banking, so we've been
building our data and analytics capabilities
and the platforms and channels that
enable us to deliver more personalised
experiences. This includes our now-
customisable CommBank app, and the
Customer Engagement Engine which uses
artificial intelligence to analyse data and
serve customers with the information and
services that are most relevant to them.
We plan to invest over $5 billion over the
next five years with much of that going
into technology to keep improving our
systems and services, and to maintain

our leadership position.

Delivering for our community

Improving the financial wellbeing of the
community is also at the heart of our
purpose. We have been along-standing
advocate of financial education through
school banking and our Start Smart financial
literacy program which trains hundreds of
thousands of students each year.

We are also taking steps to be there

for customers and members of the
community who are vulnerable. Our
Customer Advocate team, in partnership
with community and academic experts,
has developed the ‘Safe and Savvy’ guide
to help older people avoid abuse, scams
and fraud. Over the past five years we've
also been providing assistance to women

and men experiencing domestic and family
violence, and financial abuse; and are now
partnering with community organisations
to help those affected achieve long-term
financial independence.

Our new green mortgage initiative which
rewards the adoption of solar energy
and energy saving measures is a further
example of how we are helping to
achieve broader community objectives
- in this case, more affordable and
sustainable energy.

Maintaining financial performance

Our financial results this year reflect the
actions we've been taking to build a
simpler, better bank - including the costs
of simplifying our business, remediating
customers to fix past issues, and investing
in better customer and risk outcomes.

Importantly, our results also show the
continued strength and momentum in our
business. Despite the challenges of lower
credit growth and low interest rates, we
were able to deliver above system growth
in home lending and strong transaction
account growth.

The strength of our balance sheet

- across funding, liquidity and capital
metrics - was another positive feature
this financial year. With our Common
Equity Tier 1capital ratio at 10.7% we are
above APRA's ‘'unquestionably strong’
benchmark of 10.5%.

Together, this operational and capital
performance has delivered dividends for
shareholders. Our simplification-related
divestments will further strengthen our
capital position and support long-term
sustainable returns for shareholders.

Looking ahead

We are making progress on our strategy

to be simpler and better, and are very clear
on what we need to do to deliver continued
performance in the current economic,
regulatory and competitive environment.

The enduring strength of the Bank’s
franchise, the commitment of the leadership
team, and the continued dedication of

our people to our purpose and to our
customers, give me great confidence

that we can deliver a bank of which you,

as our owners, can be proud.

Yours sincerely

W

Matt Comyn
Chief Executive Officer
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We are responding to changes in our operating environment.

Trend

Our response

Macroeconomic environment

In Australia, credit growth has slowed and
interest rates are at historic lows, however
the economy remains resilient. Globally,
trade uncertainty persists.

¢ \We have the backing of a strong balance sheet that is managed prudently and
conservatively to provide resilience and to support customers in times of economic
uncertainty. We also undertake regular stress tests to understand how our business
performs and what actions to take in a variety of scenarios.

¢ We are simplifying the Bank to focus on our key sources of competitive advantage
including our customer relationships, distribution strengths and technology leadership.

See the Strategic report and Financial performance sections for details.

Decline in trust and reputation

There has been aloss of confidence and trust
ininstitutions and large businesses in general.
In particular, Australian financial institutions have
experienced a decline in trust and reputation.

¢ \We are focused on demonstrating, through actions not words, that we are trustworthy
by being capable and reliable, doing the right thing and improving stakeholder
outcomes.

e Trustand reputation is a focus of our strategy and a performance measure in Group
Executive long-term variable remuneration.

See the Delivering balanced and sustainable outcomes section for details.

Regulation driving change

Theindustry is undergoing a period of
heightened regulatory change, with a focus
on non-financial risk, including conduct and
culture.

e By simplifying our portfolio we are reducing the scope and complexity of our business.
We are also strengthening our risk management and compliance capabilities, including
through our APRA Remedial Action Plan.

e \We are engaging with regulators proactively and in an open and transparent way.

Refer to the Risk management section for more information.

Increased competition

Existing and new competitors are using
emerging technologies and will leverage
data - through Open Banking and
Comprehensive Credit Reporting - to
meet evolving customer preferences.

¢ \We are investing in customer-focused innovation that brings together technology and
service to exceed customer expectations. To remain ‘best in digital’ we are leveraging
our unrivalled digital and data assets to deliver personalised and value-add services.

e By simplifying our business we are also creating the capacity to invest for the future.

For more information, see the Strategic report section.

Importance of cybersecurity
and data protection

Cybersecurity and data privacy are increasingly
important due to the digitisation of information,
processes and transactions, and the

increasing sophistication of cyber threats.

¢ \We continue to invest in cybersecurity and data management, and view these
capabilities as a strategic differentiator.

¢ We collaborate with a range of government, community and industry bodies to strengthen
system-level resilience and to reduce the impact of fraud and scams on the community.

See the Strategic report section for more information.

Workforce requirements are
changing

Automation and digitisation are changing the
capabilities and skillsets required. Competition
for specialised talent is increasing.

¢ \We are focused on re-skilling and supporting our people to be ready for the future of work.

¢ Toretain and attract top talent we are continuing to invest in our value proposition as
an employer. We offer flexible work arrangements, competitive benefits, and foster
adiverse and inclusive workforce.

For more information, see the Delivering balanced and sustainable outcomes section.

Climate action is growing in
importance

Climate change presents both risks and
opportunities for our customers and our
business, and is of concern to many in
the community.

¢ \We are undertaking detailed analysis to understand the risks and opportunities of
climate change, implementing strategic responses, and building internal and customer
capabilities to support the economy’s transition to net zero emissions by 2050.

e \We are committed to reducing our exposure to thermal coal mining and coal fired
power generation and to sourcing 100% of our electricity consumption from
renewable sources.

See the Our approach to addressing climate change section for more information.
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Become a simpler, better bank for our customers

To deliver balanced
and sustainable outcomes

‘ Execution priorities

Simplify our business

[010%6}

Wl

Lead inretail and commercial banking

Customers
Better

outcomes

Best in digital

o

O OO
‘> ==
Our people Shareholders
Energised, Long-term
accountable sustainable

Supported by stronger capabilities

returns

(3

Operational risk ;
and compliance Data and analytics Community
Trusted and
) reputable
Cost reduction Innovation
Our purpose Our strategy

When the Commonwealth Bank of
Australia was established in 1911, it was
to be a bank for all Australians and all
businesses, a bank that would help the
economy flourish and people prosper.
It was to be a bank of which the nation
could be proud.

This has always been our purpose:

to improve the financial wellbeing of
our customers and communities. Our
purpose provides clear direction to
our people and guides our strategy.

Our values

Our values state what we stand for,
and set expectations for our actions
and behaviours:

e We dowhatis right

¢ \We are accountable

¢ We are dedicated to service
¢ \We pursue excellence

e We get things done

Our strategy is to become a simpler, better bank that delivers balanced and
sustainable outcomes for our customers, community, our people and shareholders.

We are becoming a simpler bank by focusing on our core banking businesses and
simplifying our organisation to reduce costs and create the capacity to invest, while also
reducing risk and making it easier for our customers and our people to get things done.

Becoming a better bank is about being more capable and reliable, acting transparently and
doing the right thing, and consistently delivering better outcomes for our stakeholders.

We have set three execution priorities: simplify our business; lead in retail and commercial
banking; and best in digital. We believe these priorities best leverage our competitive
advantages and position the Bank for success.

To deliver on our strategy we are investing in four critical capabilities: operational risk
and compliance; cost reduction; data and analytics; and innovation. These capabilities
address our operating context and best support performance into the future.

Most importantly, the goal of our strategy is to deliver balanced and sustainable outcomes
for our stakeholders. It means that we are taking a balanced and long-term approach in all
our decision making.
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Simplify
business:

We are becoming a simpler,

to meeting the needs of *
__customers in our core ma

. F

A simpler portfolio of businesses

We are progressing the announced
divestments of our other life insurance
businesses - Comminsure Life in Australia
and our interests in BoCommlLife in China
and PT Commonwealth Life in Indonesia.

Simplifying our portfolio of businesses
removes complexity and reduces our
cost base.

In the 2019 financial year, we completed
the sales of Sovereign, our life insurance
business in New Zealand, and of
TymeDigital in South Africa. On 2 August
2019, we completed the sale of Colonial
First State Global Asset Management.

We have also announced the exit of our
aligned financial advice businesses,
including the sale of Count Financial,
the cessation of CFP-Pathways and the
assisted closure of Financial Wisdom.
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Following the completion of the sale of
Count Financial to CountPlus we intend,
subject to market conditions, to sell our
stake in CountPlus.

We remain committed to the orderly exit
of Colonial First State, Aussie Home Loans
and our stake in Mortgage Choice.

The end result will be a more focused
portfolio that delivers better customer,
risk, cost, return and capital outcomes.



Portfolio simplification

Sovereign
TymeDigital

v

Colonial First State
Global Asset Management

BoCommLife -
Comminsure Life

PT Commonwealth Life
CountFinancial

CFP-Pathways

Financial Wisdom

General Insurance

Vietnam International Bank

Colonial First State
Aussie Home Loans

Mortgage Choice

CountPlus

For more information, see page 260.

A simpler way of doing business

We are simplifying our policies,
processes and products to make it
easier for customers to bank with us
and for our people to get things done.

Making it easier for customers

We are listening to our customers and
acting on their feedback to deliver simpler,
better banking. This includes simplifying
our product offering to make it easier for
customers to choose the product that best
suits their needs. For example, we have
simplified our home loan product range
from 10 products to five core products.

We are also responding to customers who
want to do more of their banking digitally.
Customers can now manage home loan
repayments and provide instructions for
maturing term deposits directly in the
CommBank app. Through the app we also
prompt customers to verify their address
before their cards expire and we let them
know when their new cards are on the way.

Making it easier for our people

We are making it easier for our people

to serve customers. We are redesigning
processes to remove duplication and are
automating manual work. For example,

we have automated part of the new
lending process for commercial loans so
that our people can focus on spending
time with customers and on understanding
their businesses.

We are also simplifying our technology

by moving to a more modular and cloud-
based architecture which will enable us to
increase the pace of innovation.

Reducing risk

As we simplify our portfolio and product
suite and eliminate process variation, we
reduce the spectrum and variety of risks
we need to manage.

By simplifying and modernising our
technology we reduce the risk of cyber
attack and dataloss. It also makes our
systems more resilient and addresses
system risk.

Simplification of our operating model also
improves our ability to quickly identify
and respond to risks and opportunities
as they emerge.

Creating capacity to invest

By reducing complexity and cost we
create the capacity to invest in better

risk and compliance capabilities and in
better technology and digital experiences
for customers.

We are making new investments that will
help strengthen our position in our core
banking businesses including home buying,
business banking and payments. We plan
to invest more than $5 billion over the next
five years, with much of that to maintain our
leadership in technology.

Simpler, faster loans with BizExpress™

Business opportunities can arise unexpectedly and we understand that our
customers want to act quickly when they do. That’s why we've re-engineered

our loan approval process.

Eligible existing customers can now get same day lending decisions for unsecured
loans up to $250,000 and secured loans up to $1million. Over the next 12 months,
we plan to progressively increase the secured lending limit, expand the product set
and offer BizExpress™ to new customers.

By leveraging our leading data assets and automation capabilities to make better,
faster credit decisions, the new loan approval process also reduces risk and costs
for the Bank.
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Lead in retail -
and commercial
banking

We will continue to invest in our
market-leading retail bank and strengthen
our commercial banking business.

Our commitment is to provide the best service across all channels

Physical network Digital channels Personal service

branches (Group total) 10 years running business bankers and specialists
1,014 in Australia (Canstar) (Business and Private Banking)
ATMs - the largest 4 years running Australia-based

network in Australia (Canstar) call centre staff
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CBA and the World Bank issue the
world’s first blockchain bond

As part of our leading Innovation Lab and
Markets collaboration, we have partnered
with the World Bank to create, allocate,
transfer and manage a bond, called
‘bondi-i’ via distributed ledger. Recently, we
achieved another world first by launching
secondary trading of bond-i on blockchain.

Retail Banking
Services

Our retail customers have diverse
needs and choose to do their banking
across multiple channels.

We know that our customers value

being able to walk into a local branch for
face-to-face service, especially when
making large deposits and when buying
ahome. That’s why we are committed

to keeping the largest branch network in
Australia and why we have invested in our
proprietary home buying experience. ASB,
our New Zealand bank, has also invested
in its home lending service and has been
awarded 2019 Bank of the Year - Home
Loans by Canstar.

Our customers tell us they like talking

with call centre staff who understand

their needs and can quickly answer their
queries. For that reason, we are committed
to maintaining our call centres in Australia
and to keeping wait times short.

They also say they love the convenience
of banking digitally, which is why we
continue to innovate and invest in our
market-leading online (NetBank) and
mobile (CommBank) banking channels.

Importantly, we know that our customers
want their banking to be seamless.
That’s why our technology systems are
customer-centred rather than product-
centred, and why we have invested in
our Customer Engagement Engine which
gathers the interactions each customer
has with us across all channels. This
helps us better understand and serve
our customers’ needs and improve their
financial wellbeing.

Business and
Private Banking

We are focused on helping businesses
grow and prosper.

We support our customers to start, run
and grow their businesses by providing
market-leading solutions and services.
Our strengths include transaction banking
which leverages our real-time banking
capabilities, and our leading payments
solutions for merchants. We continue to
tailor our solutions to meet our customers’
needs across their industries and at
different stages of their business lifecycle.

We are committed to providing simpler
and more convenient banking for our
customers through digital innovation.
We have introduced a new online
customer on-boarding tool for our
business customers, and we now offer
same day decisions for simple business
lending through BizExpress™. We have
made Apple Pay and Alipay available

to make payments easier and more
convenient. Business customers can also
enable smart alerts for their business
transaction accounts.

Our business customers tell us they value
receiving financial insights and expertise

to help them run their businesses. To better
support our customers, we have hired
more business bankers and will continue to
invest in our distribution network to provide
customers with access to our bankersin
branch, over the phone and digitally.

Institutional Banking
and Markets

We are building better banking
partnerships with governments,
institutions and communities to help
the Australian economy flourish.

To help our clients navigate the
increasingly complex business
environment, we have structured our
teams around industry themes and
product expertise. By re-orientating our
business model around the key trends
impacting Australia and the global
economy, our people are better able

to help clients realise new opportunities
for their businesses.

We are also evolving our products

and services to help clients meet

their broader objectives. Recently we
provided a sustainability-linked loan to
Queensland Airports Limited (QAL) that
supports their goal of reducing carbon
emissions. QAL will receive a lower
interest rate on the loan if it meets its
carbon reduction targets. The financing
is the firstin Australia to be directly
linked to a reduction in a borrower’s
carbon emissions.

We are also bringing together clients and
partners to explore new opportunities
and to achieve positive community
outcomes. Our recent collaboration with
the NSW Government, Cubic Transport
Systems and MasterCard has meant that
commuters on rail, light rail or Sydney
ferries can now pay using a credit or
debit card instead of using New South
Wales’ dedicated travel smart card, Opal.

Introducing simpler health payments and claiming

We have partnered with Australian medical technology
provider Whitecoat, to develop CommBank Health Claim
- an integrated payments and claiming solution, currently
in pilot on our Albert EFTPOS terminal.

Through CommBank Health Claim, healthcare providers will
have the ability to engage directly with patients. Patients can
use the companion app, MyWhitecoat, to search for providers,
request bookings and instantly approve payments and private
health insurance claims.
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Hi Amy, 'm Ceba the
CommBank Assistant

We have built our market leading digital assets over more than two decades

NetBank CommSee Core banking CommBank app
o Full functionality 24 hour online ® Proprietary customer ® Real-time banking and settlement ® #1mobile bank four yearsin
banking service relationship system o Standardisation and system simplification arow since 2016 (Canstar)
e #1online bank 10 yearsin arow * Provides asingle view o Greater reliability e Currently #1 mobile banking
since 2010 (Canstar) of customers across ) o i ) app in Australia (Forrester)
all channels ® Enables real-time digital functionality
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Making banking simple

Our customers want banking to be simple,
and compare their digital banking to the
best digital experiences they have with
other product and service providers. We
are evolving our offering to meet and beat
customers’ expectations by providing easy-
to-use functionality that integrates service
and technology to deliver convenient and
value-add digital banking services.

Active digital customers

Logons per day

Mobile banking app in Australia
(Forrester)

Focus on the customer

We recently relaunched the CommmBank
app to make it more intuitive and user-
friendly. Customers can now customise
their home screen and select the features
and notifications they use and value the
most. For example, this could include
month-to-month spending comparisons
and reminders about upcoming credit
card payments.

Seamless service

Our customers can access mobile and
online banking 24/7, but we're also working
to make sure that our digital banking
connects seamlessly to other services.

Through improved functionality in the
CommBank app menu, customers

can now connect directly with the best
equipped member of staff to meet their
needs. This allows calls to be fast tracked
and answered more quickly.

Appointments to see a home loan specialist

can now be made online, allowing our
customers to choose when and where to
meet with our home lenders.

Bankwest has also launched a new in-app
messaging service allowing customers to
continue a conversation across multiple
devices. If an issue hasn’t been immediately
resolved, the customer can later resume
the discussion with another member of
staff who will have the full chat history.

Ceba - your virtual helper

Ceba, our virtual banking assistant, can
answer a wide range of day-to-day
banking questions and uses artificial
intelligence to help customers complete
380 banking tasks. Where human help is
needed, Ceba can connect customers to
speak with the right person over the phone
or via live webchat.

More digital ways to pay

This year we added more payment
functionality to existing features like PaylD
and Tap and Pay for Android. In response to
customer demand, we now provide Apple
Pay for retail and business customers.
More than 2.1 million of our cards have
been added to mobile wallets.

We were the first major bank to accept
Alipay for in-store payments on our Albert
terminal, enabling merchants to connect
with over 1.3 million Australian Alipay
customers.

Simplifying and digitising banking tasks

We are increasingly digitising banking
tasks to deliver faster and more convenient
processes. Personal loan applications can
now be submitted digitally using a smart
phone camera to upload the relevant
documents. We are also focused on
streamlining our application processes

so that they are as efficient as possible.
Through our new digital on-boarding
capabilities business customers can
securely complete the necessary know
your customer (KYC) forms online, for both
their business and related parties.

Customer Engagement Engine
e Over 200 machine built adaptive models
® Learns from over 600 million customer interactions

® In FY19, delivered 3.6 billion personalised messages in
digital and served 3.5 million customers with Financial
Wellbeing Next Best Conversations

Ceba

® Al-powered chatbot to assist
with 380 banking tasks

® [nnovation award winner
(Gartner)

Relaunched CommBank app
® Personalised look and feel

e Customisable home screen and notifications
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7/ Smart
Making banking smart

We have made substantial long-term
investments in our technology platforms,
digital assets and channels to provide
customers with a smart digital banking
experience.

Providing real-time functionality

Our core banking system provides
real-time functionality and supports
instant transactions and features in the
CommBank app and on NetBank. As a
result, customers can place locks, blocks
and limits on their accounts and cards
with instant effect; and can obtain cash
on demand from an ATM using their
mobile phone and the Cardless Cash
feature in the CommBank app.

Bankwest customers are able to use
a digital version of their new debit or

credit card which is generated within
the Bankwest app, prior to the arrival
of their physical card in the post.

Data-driven insights

We have invested in our Customer
Engagement Engine to drive personalised
and relevant banking services for our
customers. The engine gathers data

from more than 600 million customer
interactions across all channels, including
digital, branch and call centres. It analyses
over 150 billion data points in real time
and applies continuous machine learning
to better understand the needs of each
customer. Using these insights, it delivers
prompts to our frontline staff to ensure
that each interaction with our customers
is meaningful and relevant to their unique
circumstances.

Personalised digital experiences

We believe that personalisation is the
future of digital banking. With the relaunch
of the CommBank app, we will deliver

a personalised banking app to 5.6 million
mobile banking customers. We are also
delivering personalised banking services
thanks to the Customer Engagement
Engine. In the last 12 months, it has
delivered 60 million real-time and relevant
notifications to customers to help them
better manage their finances. This includes
over 20 million smart alerts which have
helped customers avoid unnecessary fees
by alerting them to overdrawn accounts
and missed credit card payments.

Connecting customers with unclaimed
benefits

Using our data analytics capabilities we
are also able to alert our customers to
unclaimed benefits and rebates. We have
developed Benefits finder to connect
customers with over 250 entitlements and
rebates offered by government agencies
or third parties. For example, using
payments data we were able to identify
customersin New South Wales who

had paid Compulsory Third Party Green
Slip insurance and alerted them to their
potential eligibility for a refund. Through
Benefits finder, we're aiming to connect
our customers with $150 million of benefits
annually.

Better money management

We have rolled out a range of smart
financial tools and alerts through the
CommBank app to empower our
customers to make sound financial
decisions. To help customers stay in
control of their finances, Cash Flow View
provides a financial picture of earnings
and spending, including month-to-month
trends. The recently launched Goal
Tracker allows customers to plan, track
and visualise their financial goals in the
CommBank app, encouraging them

to save regularly and maximise their
savings potential.

T =

< Monthly cash flow (©]

$2,000
-$1,300
- -

Mar Apr May Jun

Income $2,000 >

@ Spending -$1,300 >

Savings $700 >
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Making banking more secure

We are the main financial institution for one
in three Australians and see almost 40% of
payment transactions in Australia. We
therefore play a crucial role in safeguarding
customer data and protecting Australians
from scams and fraud.

Reported losses to Australians
from scams in 2018!

Reported losses to Australian
businesses from email compromise
scams in 2018’

Keeping customers’ data safe

Our priority is to keep our customers’
accounts, data and privacy secure. Our
systems monitor customer accounts 24/7
and advanced analytics help identify and
detect abnormal transactions or spending
patterns that could indicate unauthorised
transactions. We also use biometrics
such as Touch ID and Face ID to prevent
unauthorised access to customer
accounts and information.

Strengthening fraud detection

For customers who have chosen to

share their location when logged into the
CommBank app, we have enhanced fraud
detection through real-time tracking that
helps us identify any suspicious activity.
Customers have full control over the level
of online security provided and can opt in
or out of this feature.

|IP address.

100% online security guarantee

In the event that our customers do
experience a monetary loss due to fraud,
we offer a 100% security guarantee for
unauthorised transactions. This guarantee
is available to both personal and business
customers who have protected their
devices, PINs and passwords and have
immediately notified us of the loss, theft

or misuse of their password and of any
suspicious activity on their account.

Educating the community

We are also working to ensure our
customers and communities know about
the risks of online fraud and scams and
what can be done to avoid harm. This year
we have rolled out a nationwide program
of initiatives - including e-learning modules
for businesses and in-branch seminars -
to educate and inform customers about
staying safe online.

24/7 fraud monitoring

To protect customers’ accounts, our fraud detection
specialists work around the clock to identify and prevent
suspicious transactions.

Our 24/7 Digital Fraud Detection team watch for red flags
raised by our monitoring system. Transactions can be
flagged due to a number of fraud indicators, for example,
that a payment is completed using an international

A specialist fraud analyst then reviews the customer’s
account to identify any inconsistencies - such as locations
of other recent credit card spend, and travel notes listed
on the customer’s profile. When the transaction is deemed
suspicious, the analyst contacts the customer and can
take action to prevent or recall fraudulent payments.

1 Australian Competition and Consumer Commission (May 2019) Targeting scams: report of the ACCC on scam activity 2018.
Available at accc.gov.au/publications (Accessed: 24 July 2019).
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Supported by stronger
capabilities

To support the implementation of our strategy we are investing in four critical
capabilities: operational risk and compliance, cost reduction, data and analytics,

and innovation.

Operational risk and compliance

To keep pace with greater business and
regulatory demands, and to fix the root
causes of past issues, we are investing
in our operational risk and compliance
capabilities.

This year, almost two thirds of the Bank’s
investment spend was dedicated to risk
and compliance enhancements - nearly
$900 million.

Substantial programs of work are currently
underway in the areas of financial crime
compliance, data privacy, cyber security
and supplier management.

We are also progressing our Group-wide
Better Risk Outcomes Program (BROP).
A centralised BROP team, reporting
directly to the CEOQ, is overseeing the
implementation of our APRA Remedial
Action Plan (RAP). The RAP outlines

156 milestones which respond to all

35 recommendations of last year’s
APRA Prudential Inquiry into CBA.

Under the RAP significant work is being
undertaken throughout the Bank to
strengthen governance, culture and
accountability; and to improve the
identification, oversight and management
of non-financial risk.

An independent reviewer, Promontory
Australasia (Sydney) Pty Ltd, provides
an assessment of our progress to APRA
on a quarterly basis. Promontory’s most
recent report notes that we are on track
to deliver against our RAP.

The ultimate goal of this work and the risk
and compliance improvements underway
is to improve customer and risk outcomes
at the Bank.

See the Risk report on page 50 for
more details.

Data and analytics

Our early investments in analytics,
combined with our scale and unique data
assets, position us well at a time when
these capabilities are essential to delivering
market-leading banking services. We

are using our strengths in these areas to
power innovation, provide personalised
customer experiences, drive productivity
and enhance our risk controls.

When Open Banking and Comprehensive
Credit Reporting are fully implemented,
there will be increased financial data
sharing opportunities between financial
services companies, with customer
consent. We have met the implementation
milestones for both to date, and are
preparing to use these opportunities

to provide new experiences for our
customersin the future. We are also very
focused on ensuring data security and
privacy for our customers.

To allow our business customers to
harness the Bank’s data and analytics
capabilities, we developed the Daily 1Q
insights tool. Available through online
banking, Daily IQ helps our business
customers, big and small, optimise their
cash flow and compare their performance
against others in their industry. By
leveraging our payments data, Daily IQ
can also help our customers grow their
businesses by providing information

on their customer base and spending
patterns in a particular area. Recently,
we added the Local Economic Impact
tool to Daily IQ so that businesses can
learn about the economic performance
of a particular area and understand the
impact of local events like festivals on
consumer spending.

Helping customers make
data-driven decisions

Harris Farm Markets aims to
reconnect Australians with the joy of
food by bringing the best produce to
customers every day. Since opening
in 1971, Harris Farm has grown its
footprint to 26 stores across Sydney
and regional New South Wales.

Opening a new store is a big
investment decision that needs

to be based on solid information.
Harris Farm management used our
Daily IQ tool to help them identify

the best location for their new store.
They looked at where existing

loyal customers lived, and potential
catchment areas for new customers.

Once the new store was opened,
Harris Farm used Daily IQ to track the
impact on its existing stores and to
monitor overall store performance.
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DBM

Innovation

We are investing to stay at the leading edge
of innovation, so that we can continue to
offer compelling customer experiences and
meet increasing competitive and regulatory
demands. This involves innovating in both
customer facing applications and back
office operations. We are also investing

in technology to keep our systems safe,
sound and secure, and to add real value
and deliver better outcomes for customers.

We also promote innovation focused
collaboration with our clients through our
Innovation Labs. This year, we partnered
with the CSIRO’s Data61to develop a
world-leading ‘Making Money Smart’ app
using blockchain technology. The use
case was a trial for the National Disability
Insurance Scheme (NDIS). The aim is to
provide NDIS participants with ‘smart
money’ that knows what it can be spent
on, who it can be spent by and when it
can be spent.

To promote an entrepreneurial, continuous
improvement mindset within the Bank,

we have created an open innovation
platform called “Unleashing Innovation”.
Employees are encouraged to raise ideas
focused on improving products, processes,
systems and services.

Winner s
Australian
02018 Financial
Gartner Eye Awards - Most
on Innovation Innovative

This year, more than 23,700 of our people
visited the platform. Of the 11,928 ideas
submitted, 14.5% have been prioritised and
successfully implemented across the Bank.

award! Major Bank?

CommSec Pocket - a new way to invest /

Investing in shares for the first time can be
complex, confusing and have high costs of
entry. We created CommSec Pocket - a simple
investment app aimed at helping our customers
enter the share market.

CommSec Pocket allows investing with as
little as $50, with very low brokerage fees
from $2 per trade. The app is an educational

first-step experience to share investing, offering

bite-sized, relevant insights to investors.

The app also simplifies investment decision-
making by providing seven different investment
themes to choose from. Investors can diversify
their portfolio across: Australian Top 200,
Global 100, Emerging Markets, Tech Savvy,

Eco Friendly, Health Wise and Australian

Dividends. Each theme is simply explained and
represented by an Exchange Traded Fund.

Aussie Dividends
SPDR Ny alia High len il
$29.00 per unit

Benefit from income as well a
Sotential capitial gains. These
companies are known for paying
above average dividenc

Cost reduction

To become a better bank, we need to
become more efficient, get smarter about
how we allocate resources and reduce
our costs. This creates the capacity to
invest in our core business and to deliver
competitive customer service and strong
risk and compliance outcomes.

The divestments we have announced will
remove complexity and cost, and are part of
our simplification agenda. We are focused
on ensuring that stranded head office costs
are removed as part of this process.

We are also committed to delivering a
simpler core business, having a lower
absolute cost base and achieving a cost-to-
income ratio below 40%. We are reducing
costs where it makes sense and looking

for opportunities to be more efficient. In the
2019 financial year, we achieved business
simplification savings of $190 million.

As part of good business discipline,
each business unit regularly reviews
its structure, strategy, operating model
and priorities.

1 Asia Pacific, awarded October 2018 for Ceba.

This means prioritising some activities, and
stopping others. Our International Financial
Services business unit has been reducing its
offshore footprint and changes are being
made to the Institutional Bank’s activities
and international presence as a result of

its recent restructure and streamlined
operating model.

We are also optimising our domestic
distribution. This year we closed

29 Bankwest branches on the East Coast
of Australia, to prioritise investment in
digital and in broker and third-party
offerings to meet changing customer
needs. We are rationalising our points of
presence generally to respond to evolving
customer preferences including, for
example, reduced demand for ATMs

and for cash transactions in branches.

By digitising and automating processes we
reduce risk and costs and make it easier for
our people to get things done.

For example, we have improved pre-
release system testing from 18 manual
hours to Thour of automated testing.
This means that the CommBank app
and NetBank spend less time offline
and our people are freed up to do more
value-adding work.

Increased automation and digitisation also
helps our customers. For example, we
now pre-populate customer information
for small business customers who apply
for Asset Financing online. As customers
move to lower cost digital distribution
channels and service delivery, this
generates cost benefits for the Bank.

Another area of focus is technology
change and run costs which we are
working to reduce by rationalising our
technology architecture and the number
of IT systems we use, increasing cloud
capabilities, consolidating applications
and decommissioning those we no
longer require.

2 DBM Australian Financial Awards - presented February 2019. Award based on DBM’s Consumer Atlas data January to December 2018.
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Delivering
balanced and
sustainable
outcomes

The objective of our strategy is to deliver
balanced and sustainable outcomes for
our customers, community, our people
and shareholders.

We exist to serve our customers and to improve their, and the
community’s, financial wellbeing. When we deliver for our customers
they choose to do more business with us. Engaged and energised
employees with strong values deliver excellent customer service.

When we act in the best interests of our stakeholders, do business
in away that s fair and sustainable, work constructively with our
regulators, and play our part in ensuring a resilient, efficient and safe
financial system, we earn the community’s trust.

In combination these actions support long-term, sustainable returns
for shareholders.

Customers

Better outcomes

OUR GOAL

#1

consumer and
business
NPS

22 Focusing on Net Promoter Score
23 Serving customers’ needs

24 Improving customers’
financial wellbeing

25 Listening to our customers

[E For detailed information on our Environmental, customer, social and governance performance metrics, see page 297.
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Community

Trusted and reputable

OUR GOAL
Top
quartile

among peer

companies for
reputation

improvement

26 Focusing on reputation
and trust

27 Earning trust

27 Making a positive
contribution to society

28 Supporting financial
education

29 Financial wellbeing
for the community

Supported by

36 Good business practice

35 Openand transparent engagement

35 Taking a responsible approach

Our people

Energised, accountable

30

31
31
32

32

33

OUR GOAL

Top 10%
globally for our
employee
engagement
score

Focusing on employee
engagement

Restoring pride
Strengthening our culture

Building a diverse,
inclusive culture

Promoting employee
wellbeing

Skilling our workforce
for the future

34

35
35

35

Shareholders

Long-term sustainable returns

OUR GOAL
Top
quartile

TSR
outperformance
relative to
peers

Focusing on total
shareholder returns

Delivering for shareholders

Income for shareholders
and the economy

Sustaining performance
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4 Customers

Better outcomes

Focusing on Net Promoter Score (NPS)

Our goal is to rank number 1among
major banks for both consumer and
business NPS.

NPS measures if we are meeting
customers’ needs and expectations by
asking them if they would recommend us
to their friends and family. As it tracks both
our Promoters and Detractors it provides
amore accurate measure of overall
sentiment than customer satisfaction.

Mobile App NPS
OUR GOAL

#1

consumer NPS

+37.2
+35

+25

We have consistently ranked number

1in NPS for our mobile app and overall
internet banking. We are now working
hard to achieve improvements in our
consumer and business customer scores.

+5

#1

business NPS

Jul 17 Jun19

For NPS source information see the Glossary on page 310. CBA Peers
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Serving customers’ needs

We serve our customers’ needs
by providing simple, convenient
and affordable banking products,
and by investing in service and
digital innovation to deliver the
best customer experiences.

New lending for Australian home buyers

New lending for Australian businesses

New personal transaction accounts
opened for customers

This year we have focused on listening to
our customers and putting their needs first.
Under our ‘Better for you’ initiative, since
February we have announced, on a weekly
basis, the actions we are taking to provide
the banking experiences our customers
want and deserve.

For retail customers, our Retail Banking
Services business has introduced a

new service promise: ‘Simple and easy
every day, brilliant when it matters’. This
means getting the basics right every time
a customer interacts with us; and in the
critical moments, going above and beyond
to exceed their expectations.

Our Business and Private Banking

business has launched the ‘Every 1Matters’

program to ensure the best outcome for
every customer, at every touchpoint.

‘Better for you’ has driven arange of
customer initiatives, including the launch
of Apple Pay and our commitment to
maintain passbooks which are used by
more than 400,000 loyal customers. It has
also included business customer focused
improvements. For more details see:
commbank.com.au/betterforyou.

Better for business

To simplify and improve our business
customers’ banking experience:

we removed 10 business banking
fees

we established a new team of
specialists to help small business
customers in financial difficulty
get their businesses back on track
(the team has reviewed 353 cases
to date)

we now provide real-time smart
alerts when balances are low or
high, or when there is an incoming
payment

we launched BizExpress™,
enabling same day decisions
on simple business loans.

Internet banking NPS
+85 +30.9
+25
+15
+5
Jul17 Jun19
CBA Peers

Consumer NPS

+20
+15

+10

+5

-10.0

Jul 17 Jun19

CBA Peers

Business NPS

-22.4

Jul 17

CBA Peers

Jun19
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Improving customers’ financial wellbeing

Financial wellbeing is important to
our customers and underpins the
Bank’s purpose.

In simple terms, it means staying on top of
every day, rainy day and one day finances.

To help customers understand their level

of financial wellbeing we have partnered
with the Melbourne Institute of Applied
Economic & Social Research. Our two-year
collaboration has culminated in a world-first
- Financial Wellbeing Scales that combine
how customers feel about their financial
wellbeing with objective banking data.

According to the observed data, there has
been amodest decline in financial wellbeing
over the past 12 months. More than one in
three customers are struggling with money
management and two in five are unable to
handle a major unexpected expense.

How the CommBank app
helps customers control
their finances

-~

< Account details ©

Transactions Goal

Saving for something?

Let’s set a goal to help you stay on track

Set a goal

\_ /

Working towards better financial health

We are using this research and our
partnership with Harvard’s Sustainability,
Transparency and Accountability Research
Lab (STAR Lab), to apply behavioural
science towards finding better ways to
serve our customers and to develop tools
thatimprove their financial wellbeing.

To help our customers better manage their
finances and make more informed financial
decisions, we have launched a range of
features in the CommmBank app that enable
customers to monitor cash flows, track
spending, avoid fees and set savings goals.
This year alone, we have sent over 20 million
smart alerts and have helped customers
save $275 million in fees and charges.

Through our new tool, Benefits finder, we
are connecting customers with rebates and
benefits offered by government agencies or
third parties. We aim to help our customers
access $150 million entitlements annually.

We are also evolving our products and
how they are sold to ensure that customers
make informed choices, for example by
highlighting both negative and positive
features of a credit card before they
choose to apply.

For more information on the
CBA-Melbourne Institute research
visit commbank.com.au/fwb.

Smart alerts sent to customers
each week

Changes to fees and charges
benefiting customers

Manage day-to-day expenses and bills

Transaction Spend tracker
notifications

Receive a notification ~ See where your
when you spend or money is going by
have been paid category of spend

Credit card
reminders

Cash flow view

Be notified when
your credit card
paymentis due

Getacomplete view of
income, spending and
savings habits, including
trends over time

Handle unexpected financial emergencies

A

Overdrawn alerts

Receive areal-time alert
when your account
becomes overdrawn,
and avoid a fee if settled
by midnight

High cost transaction alerts

Be notified of extra costs
involved in cash advances
on credit cards

Emergency savings

Create an emergency fund
to prepare for unexpected
expenses

Create savings goals and put money away for the future

&

Portfolio view

See all your assets and
liabilities in one place

Goal tracker

Set and track goals to
encourage saving

Retirement calculator

Estimate how much money
you may have when you retire
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Listening to our customers

Addressing customer complaints

Taking complaints seriously and dealing
with them quickly, and in a fair and
transparent way, is critical to earning
our customers’ trust.

All staff are trained to work with customers
to resolve their complaints. The most
sensitive and complex complaints are
escalated to Group Customer Relations
(GCR).

If a complaint is not resolved within five
business days of receipt, a full internal
dispute resolution process is applied to
the matter, in accordance with ASIC’s
guidance. Using this criteria we handled
69,503 complaints this year, an increase
of 12% on 2018.

During the Financial Services Royal
Commission the Bank saw anincrease in
the number of complaints. In November
2018, the Australian Financial Complaints
Authority was established further raising
awareness of the complaints process to
customers and the avenues available to
them. We are responding to the increase
in complaint volumes by adding more
resources in GCR and improving training
for frontline staff to help them better handle
customer complaints.

Customers who are unhappy about the
outcome of a complaint investigated by
CBA or Bankwest can refer it to the Bank’s
Customer Advocate for an independent
review. The Customer Advocate’s decisions
are final and binding on the Bank, but not

on customers who are still free to go to an
external dispute resolution body.

We are also doing more to identify and
fix the root causes of complaints so they
don’trecur.

Helping customers in hardship

Customers experiencing financial hardship
are supported by our Financial Assistance
Solutions team which works with the
customer to assess their situation and to
offer solutions tailored to their needs.

Solutions can include a period of reduced
payments, extension of the term of aloan
or debt restructuring.

This year we helped approximately 64,000
customers experiencing financial hardship.

Advocating for customers

The independent Customer Advocate
team champions fairness for customers
across the Bank - particularly for those
who are marginalised, disadvantaged,
or find the financial system difficult

to navigate.

The team works to remove barriers to
banking and improve products, processes,
systems and decision making. Using a
data-driven approach to review customer
complaints and identify poor customer
outcomes, the team is able to investigate
and fix problems before they become
systemic issues.

This extends to working with industry
bodies and specialist services to make
sure that new technology, products and
services developed by the Bank consider
the needs of all customers, while also
improving existing services to address
accessibility issues.

The team also engages more broadly
with the community to understand and
consider community needs. As part

of this work, the Customer Advocate
team developed a ‘Safe & Savvy’ guide
to help protect older people and their
families from financial abuse, scams and
frauds. The guide was distributed across
all branches in Australia and given to
community organisations. The program
has been widely supported by aged care
and community sector partners.

This year the team held arange of
community events, regional visits and
workshops focused on improving financial
inclusion, and covering issues such as
cognitive decline and improving access
for customers with a disability.

The team’s visits to regional areas
strengthen relationships between
community organisations and local Bank
staff, and allow the team to meet with
individual customers who have long-
standing concerns. These visits also help
toincrease the Bank’s awareness and
understanding of important local issues.

The Customer Advocate team has
translated key resources - such as

the Banking in Australia Guide and the
Addressing Financial Abuse Guide

- into multiple languages. It has also

been helping to identify ways to improve
refugees’ understanding of the Australian
financial system.

Outcomes from the Customer Advocate
review process

51%
35%

Customer Advocate agreed with the
Bank’s decision

Customer Advocate agreed with the
Bank’s decision but took further action to
deliver a fair and reasonable resolution

= Customer Advocate disagreed with the
Bank’s decision and substituted a new
decision for the customer

Cases referred to the
Customer Advocate

Average days to resolve complaints
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Focusing on reputation
and trust

Our goalis to be in the top quartile
among peer companies for
reputation improvement.

We measure our performance using
the independent RepTrak survey
conducted by Reputation Institute.
To underscore the importance of
rebuilding our reputation and trust,
executive leaders’ long-term variable
remuneration is in part linked to
relative improvements in our RepTrak
score (see page 95 for more details).

~ Community
Trusted and reputable

e

OUR GOAL

Top
quartile

among peer

companies
: : for reputation
Reputation score versus peer companies improvement
657 662
651 650
62.8 625 632 652
62.8 60.6
606 594 eas
571 56.0 56.3 \
530

469 480
2008 2009 2010 20M 2012 2013 2014 2015 2016 2017 2018 2019

CBA Average of peer companies

Source: RepTrak Australia, Q2 June 2019, Reputation Institute. Peer companies is the average of 16 of the largest

consumer-facing companies listed on the ASX.
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Community investment

Includes cash, volunteering,
forgone revenue and project costs

CommBank Foundation
community grants

Employee pro bono and
volunteering hours

Earning trust

Recently, we have failed to meet
community expectations and this has
damaged our reputation and undermined
the community’s trust in us. Trust is

the cornerstone of our business as it
underpins our ability to operate and
create value for our stakeholders.

To earn trust we need to show that we

are trustworthy. We know that this will
take time and will require us to consistently
demonstrate our actions. We are

focused on:

e being capable and reliable
¢ doing the right thing
e improving stakeholder outcomes.

Making a positive
contribution to society

Given our heritage, and the role we play
in the economy and the community, we
must make a positive and meaningful
contribution to society.

CommBank Foundation

The CommBank Foundation, our people’s
charity, has been supporting the wellbeing
of the Australian community for more than
100 years. Under our current Community
Grants program, we have made a three-
year commitment to award more than

$9 million to 236 community organisations.

This year we celebrated 20 years of
supporting the Humour Foundation’s
Clown Doctors, with more than $5.5 million
donated during this time. Clown Doctors
use humour to improve the quality of life of
children and their families in every major
children’s hospital in Australia.

Investing time in the community

Our people continue to share their time

and expertise with the community. In 2019,
more than 2,100 students worked with

a Commonwealth Bank mentor through

the Australian Business and Community
Network (ABCN). For 12 years running, CBA
employees have supported students across
Australia through programs on leadership,
career planning and entrepreneurship.
ABCN research shows that 93% of students
who participate in a flagship ABCN program
complete year 12, or equivalent; compared
with the national average of 74%, or 61% for
disadvantaged students.

Through our pro bono services, employees
apply the skills they use at work to help
community organisations achieve their
strategic objectives. This year our flagship
partner, Jawun, reached the milestone of
placing 3,000 secondees with Aboriginal
and Torres Strait Islander organisations.
We have been proud participants in

this program since 2011 with 138 of our
employees having worked with indigenous
community groups and businesses.

Little Wings for children in need

Voted as the CommBank Foundation New South Wales
grant recipient from 2017 to 2019, Little Wings transports
sick children from rural areas to hospital for treatment.

This year, our people’s generosity enabled Little Wings to
purchase a brand new twin engine aircraft to ensure they
can continue to fly safely across the state.

In recognition of the Foundation’s support, Little Wings
invited Commonwealth Bank staff to name the new plane.
The name Caladrius was selected. Caladrius takes its name
from a Roman mythical bird that can take away sickness
and provide healing.
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Supporting financial education

We believe that financial education is
key to the long-term health and personal
success of younger generations.

Building on our 85-year commitment to
financial education, we continue to help
young Australians learn the skills they need
to successfully manage their finances.

Investment in education programs

Students provided with financial
education

CBA Start Smart

ASB GetWise

CBA school banking participants

Start Smart

Start Smart is a free financial education
program that has assisted more than

3 million students in learning important
money management skills. This year,
we had more than 427,500 primary and
secondary students participate in Start
Smart classes. Itis the world’s largest
in-school financial education program
of its kind.

Prize 2019.

ASB GetWise

ASB GetWise is New Zealand’s largest
youth financial education program that
teaches basic financial literacy skills,
including identifying needs and wants,
establishing good savings habits, and
learning to budget. This year, it delivered
3,369 workshops to 334 schools,

and reached more than 84,600
registered students.

Commonwealth Bank Teaching Awards

Now in their third year, the Commonwealth
Bank Teaching Awards were created
through a partnership between the
Commonwealth Bank and Australian
Schools Plus. The awards recognise
educators using exceptional leadership
skills to positively influence student
outcomes in challenging and socially-
diverse communities.

This year 12 recipients were awarded a
$45,000 Teaching Fellowship to fund
a strategic project in their school as
well as further their own professional
development.

Recognising great teachers

Yasodai Selvakumaran is a Humanities Teacher who specialises in
History and Society & Culture at Rooty Hill High School. Yasodai's
outstanding classroom practice and leadership, collaboration with
other educators, and advocacy for the teaching profession led to a
2018 Commonwealth Bank Teaching Award.

The Award has enabled Yasodai to create a project looking at how
teachers can develop more innovative approaches to learning and
assessment. Yasodai has also used the funds to pursue post-graduate
studies in Education Research at Deakin University and to participate in
the International Congress for School Effectiveness and Improvement
in Stavanger, Norway, in January 2019.

Yasodai was shortlisted as a Top 10 Finalist for the Global Teacher
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Financial wellbeing for the community

Our purpose includes improving the
financial wellbeing of the communities we
serve. We understand that communities
can be impacted by events that are out

of their control, and we try to find ways

to help them.

Improving financial wellbeing by
addressing financial abuse

We have an important role to play for
customers, employees and members
of our community who are impacted by
domestic and family abuse.

Over three years, our Domestic and
Family Violence Assistance Program has
supported more than 6,000 customers
and their families experiencing domestic
or family violence. The program provides
vital access to trauma counselling
services to anyone who calls the service,
and appropriate referral support for our
customers, including for help with their
financial wellbeing.

Through this work, and in close
collaboration with experts in the sector,
we've seen the impact on those directly
affected, and on their wider communities.
We've also seen the harm caused by
financial abuse, when an abuser uses
money and assets as a means to gain
power and control over their partner

or relative.

The Bank has committed $25 million to
support customers impacted by domestic
violence. We have pledged a further

$5 million to support those impacted

by financial abuse through domestic

and family violence. In partnership with
leading community organisations, we

are making these investments to support
those affected achieve long-term
financial independence.

Support for drought affected
communities

This year we provided tailored assistance
for agribusiness and commercial business
customers in drought affected areas to
give them peace of mind, as well as the
flexibility to make arrangements to get
their businesses back on track.

Through the collective efforts of our
people, customers and the Australian
Red Cross we raised more than $7 million
to help farmers and communities in
affected regions. Aimost $4 million was
raised through CANGive, the fundraising
tool on the CommBank app.

Funds committed to domestic violence
and financial abuse assistance

Donations raised for drought affected
communities

Helping our farmers

Farmers across Australia understand
the effects of drought.

Moree Branch Manager, Marla
Hosegood, saw first-hand how

her customers were suffering and
wondered what more could be done.

Backed by her colleagues across
New South Wales and the Australian
Capital Territory, Marla helped raise
funds for the Burrumbuttock Hay
Runners, a group that takes donated
hay to drought affected farmers.

Nationally, Commonwealth Bank
branches raised more than $462,000
for the Burrumbuttock Hay Runners.
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Our people

Energised,
accountable

OUR GOAL

Top 10%

globally for
our employee

engagement
score

Focusing on employee

engagement
To deliver our strategy we must Our values state what we stand for, Employee Engagement Index score (%)
have an energised and accountable and set expectations for our actions
) 83%
team that cares deeply about our and behaviours: 2006
. . b
customers and is committed to « We do what s right 67% 68%

our purpose and values.
) o ) e \We are accountable
Our purpose of improving financial

wellbeing for our customers and
communities provides clarity to our * We pursue excellence
people, and helps them connect the e We get things done
work they do with what we are aiming
to achieve as a bank.

¢ \We are dedicated to service

To measure how engaged our people
are, and to assess progress on

embedding our strategy, purpose and CBA CBA CBA Global

values,wg conduct the “Your Voice Mar 2018 Oct 2018 Apr 2019 Top 10%
survey twice a year. An Employee threshold

Engagement Index score is calculated
based on responses to questions
relating to satisfaction, commitment,
advocacy and pride.
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Number of employees

Salaries and superannuation paid
to our people

Restoring pride

Our recent employee engagement scores
show the impact of the public scrutiny of
the Bank and the financial services industry
over the past year. The lowest score of
67% was recorded during the Financial
Services Royal Commission hearings last
August and September. These events had
anegative impact on our people, especially
on their pride in the organisation.

There is much work ahead to restore pride
and to achieve our ambitious target of
being in the top 10% globally for employee
engagement. The small improvement

of 1% in the most recent survey is at

least a step in the right direction. The
strong participation rate of 88% was

also encouraging, as was the 92% score
for each of: connection to our purpose;
holding ourselves and others to high
standards; and understanding of our
customers and their needs.

Strengthening our culture

The Bank’s culture is set by our leadership
so during the year we held a series of
leadership development forums designed
to equip our leaders with the mindset

and behaviours required to lead cultural
and behavioural change throughout the
organisation. These leadership forums were
also designed to support the objectives of
our APRA Remedial Action Plan.

To make tangible and lasting changes

to our culture, and to deliver a simpler,
better bank, we are helping our people
develop five key skills: self-reflection;
trust; constructive challenge; giving and
receiving feedback; and the ‘Should We?’
test. These skills are being discussed,
developed and embedded through team
workshops and ongoing check-ins

and reviews.

In addition to ensuring our people
understand what is expected of them,
we also need to encourage and support
them to speak up when they feel our
values have been compromised.

The Bank’s whistleblowing policy outlines
the processes for investigating and
resolving any misconduct and related
issues that have been reported through
our SpeakUP hotline or to senior leaders.
The SpeakUP hotline allows an individual,
including a current or former employee,
contractor, consultant or supplier, to
anonymously raise a conduct issue.

The whistleblowing policy prohibits any
form of retaliation or victimisation, and
includes protection from termination

of employment, harassment and
discrimination. This year we had 311
misconduct cases recorded under the
SpeakUP program, of which 30 were
whistleblower reports.

Helping our people pursue their passions

CBA has teamed up with Cricket Australia to make cricket
more inclusive and accessible for all. In addition to our
ongoing support - from grassroots to elite female cricket
- our sponsorship funding extends to Indigenous and
all-abilities cricket initiatives.

“| was born profoundly deaf and 10 years ago | founded the
deaf cricket club. We struggled for funding for years but since
CommBank came on board, cricket is the first non-Paralympic
sport to have its national disability teams fully funded.

“We were about to compete in the 2018 Deaf T20 World
Cupin India and visited a local deaf school in New Delhi.
| just remember being swarmed by hundreds of kids,

all trying to get photos. It was a surreal moment.”

Andrew, Commonwealth Bank Group Operations
Instagram page @commbank
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Stories from our people

Our people bring a multitude of
backgrounds and perspectives to
work where they share their ideas,
talent and energy. We celebrate their
unique stories on our ‘Humans of CBA.

Instagram page @commbank

“What I've learned
from working at
CommBank, is that it’s
not about how much
you know, it’s about
how much you're
willing to learn.”

Jeffery, Commonwealth Bank
Risk Associate

Building a diverse, inclusive culture

There is a strong correlation between
adiverse and inclusive workforce and
positive outcomes for our customers,
shareholders and the community.

Our Global Diversity and Inclusion Strategy
seeks to build an inclusive culture that
embraces the diversity of our people

and creates a sense of connection and
belonging. This strategy is built on the
experiences of our people and customers.
[t aims to build understanding and to
ensure fair and inclusive decision making.

Our employee-led networks foster
inclusion and inform solutions for our
people and our customers. They include:
WeCAN (gender equality), Advantage (life-
stage and age), Yana Budjari (Aboriginal
and Torres Strait Islander peoples and
cultures), Unity (sexual orientation and
gender identity), Mosaic (cultural diversity),
and Enable (accessibility and inclusion for
people with a disability).

Our key workforce diversity metrics are
reported on pages 301and 302. This
includes our Cultural Diversity Index,
which shows that overall the Bank is more
culturally diverse than the Australian
population (based on the Australian
census). We also have a commitment to
role model reconciliation and believe our
Australian workforce should have the
same proportion of Aboriginal and Torres
Strait Islander peoples as the broader
community, so we have set a target to
reach this level by 2026.

We continue to make progress towards
achieving our women in leadership targets
through regular reporting of gender
metrics, inspecting decisions to ensure
they are fair and equitable, and listening

to our people’s experiences.

We continue to be committed to gender
pay equity, reviewing it throughout the year
and as part of our annual remuneration
review process. Detailed information on
gender pay equity is provided on page 301.

We also believe that flexible working
practices, when used as a strategic tool to
improve business outcomes and employee
wellbeing, can strengthen a performance
culture. Through our iCANFlex program
we provide tools that enable our people to
work in a way that makes sense for them.

We know that the sharing of caring
responsibilities for children promotes
workforce participation. With this in mind
we have been working to ensure that

our approach to parental leave is gender
inclusive, particularly to improve men’s
access to parental leave. Across our
Australia-based employees, we continued
to see more men access parental leave.

Promoting employee
wellbeing

The health, safety and wellbeing of
our people is of paramount importance.

We work to continuously improve the
safety of the workplace, including in key
areas such as customer aggression,
mental health and work-related driving.

We also implement an employee wellbeing
program. We maintain seven permanent
health and wellbeing hubs in our offices,
and have introduced two mobile hubs to
service workplaces outside city centres.
The hubs include new health technology
to test overall wellbeing, hearing, eye
health and stress. We have recorded
78,000 employee health interactions in

the last 12 months.

We provide a confidential telephone-
based service, called My Coach, which
provides our people and their immediate
family members with access to a

team of professional coaches who are
trained to assist with a wide range of
issues including family and relationship
problems, challenges at work, dealing
with grief, managing stress and guidance
on parenting. Our online wellness portal,
Thrive, also offers personalised support,
resources and information for physical
and psychological health and wellbeing,
including financial wellbeing.

CBA was a proud recipient of the ‘Best
Health and Wellbeing Program’ at the 2018
Australian Human Resources Awards.

32 Commonwealth Bank of Australia Annual Report 2019



Average hours of training per employee

% employees working flexibly

% of employees taking parental leave
who are men

Women in leadership

Executive Manager
and above roles

40%

2020 target

Manager and
above roles

45

2020 target
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Skilling our workforce for the future

We support our people by helping them
to build the capability and skills to do
their jobs well, adapt to new ways of
working, and deliver the best outcomes
for our customers.

The Group provides an average of

25.2 hours of training per employee, which
includes mandatory learning to ensure
risk and development opportunities are
managed effectively.

The way we work and the work we do are
changing rapidly. Some work will go and
some will change and new skills will be
required, so itis our responsibility to make
sure we support and reskill our people.

Current initiatives and pilots include the
reskilling of some of our people as cyber
security analysts, which helps address
an industry-wide gap in cyber security.
We also provide rolling rotations and 1-5
day shadowing opportunities to help our
people expand their network, learn new

skills and gain broader career experiences.

Indigenous career opportunities

Our Indigenous Careers team has
partnered with Indigenous and

community organisations to deliver career
opportunities. 69 Indigenous trainees were
provided with school-based and full-time
traineeships. 48% of the trainees secured
employment with the Bank on completion
of their traineeships.

As a10x10 partner of the CareerTrackers
Indigenous Internship Program, we provide
25 internship opportunities each year for
Indigenous university students. Since 2015,
this partnership has provided a pathway
for 25 graduates into our Graduate
Program with a further six graduates
joining us next year.

Our Enterprise Services Indigenous
Employment Program creates alternative
pathways into IT careers at CBA, and
supports our goal of building Indigenous
representation in our domestic workforce.
This program was a finalist in the 2018
Australian Human Resources Institute Stan
Grant Indigenous Employment Award.

Closing the gap in Indigenous employment in tech

When Jake was growing up on the Central Coast of New South Wales, he never
expected he would end up working in the tech industry.

Jake applied for various roles but did not get any feedback on his job applications.
He says, ‘It seemed like | just wasn’t being given a chance to prove myself.”

Then Jake learned about an opportunity to explore a career in tech through CBA's
Enterprise Services Indigenous Trainee Program.

The 12 month program offers on-the-job training and certified skills to give trainees
industry-recognised qualifications once they finish. Aimost 30 trainees have
passed through the training program, with many continuing their careers in areas
as diverse as robotics and cyber security.

Jake has recently accepted arole as an Associate Analyst at CBA and says,
“If it wasn’t for this opportunity, | wouldn't be working in this area at all. Since joining,
I've never looked back.”
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Focusing on total
shareholder returns

Our aim is to deliver sector-leading
returns and a sustainable dividend
stream.

We achieve this by focusing on both
operating performance and capital
generation.
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OUR GOAL
Top

quartile

TSR
outperformance
relative to
peers

Total shareholder return

35%
31%

21%

Dividend per share
Fully franked, cash basis

429 431 431
a =
75% 08 88%

Tyear 3years bSyears

Total shareholder return (TSR) combines
both share price appreciation and
dividends paid. It shows the total

return to shareholders over time.

2017 2018 2019

— Cash NPAT' payout ratio

The Bank seeks to pay cash dividends at strong
and sustainable levels. This year 88% of cash net
profit after tax is being returned to shareholders
as dividends.

1 Cash NPAT inclusive of discontinued
operations.
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Returned to shareholders as dividends

Australian ownership of CBA

Direct ownership by retail shareholders

Dividend amount received by the
average retail shareholder

Delivering for shareholders

The quality of the Bank’s franchise,
including our customer, distribution and
technology strengths, has supported
strong and consistent operating
performance over time. In particular, the
strength of our performance in deposits
means that we have reliable access to
lower cost funding. This enables us to
continue to support our customersin
different economic environments.

We also manage our balance sheet
prudently to remove earnings volatility, and
focus on risk-adjusted returns to efficiently
allocate capital across our businesses.

The combination of performance,
resiliency, capital discipline and credit
quality management helps us to deliver

returns and dividends for our shareholders.

As aresult of these strengths CBA has
had sector-leading return on equity and
premium valuation and trading metrics.

Income for shareholders
and the economy

This year our full year dividend was
$4.31per share, returning $7.6 billion

to shareholders. With more than 830,000
shareholders holding CBA shares directly,
and with millions more invested through
their superannuation, we understand the
importance to shareholders of the income
they receive via their dividends.

Return on equity Capital
Cash, continuing operations Common Equity Tier 1capital ratio
(APRA)
15.3% o
13.6% 101% 101% detecs
12.5%
2017 2018 2019 2017 2018 2019

Return on equity (ROE) measures the Bank’s
profitability. It represents the net profit
generated as a percentage of the equity
shareholders have invested.

Our Common Equity Tier 1(CET1) capital
ratio measures the Bank’s ability to absorb
unexpected losses. It compares the Bank’s
core capital with its risk weighted assets. Our
CET1ratio is above APRA's ‘unquestionably
strong’ benchmark of 10.5%.

That is why our dividend policy seeks to:
pay dividends at strong and sustainable
levels; target a full-year payout ratio of
70-80%; and maximise the benefits to
shareholders by paying fully franked
dividends.

With Australians owning 78% of the Bank,
the dividends we pay also directly support
the Australian economy.

We are also one of Australia’s largest
taxpayers and had a tax expense of
$3.4 billion in FY19.

Sustaining performance

Our strategy to become simpler and better
helps position the Bank to continue to
deliver strong and sustainable returnsin
the current economic environment of lower
credit growth and lower interest rates.

By divesting non-core businesses we
are removing complexity and costs. This
allows us to concentrate on our key areas
of competitive advantage in retail and
commercial banking, and to invest in our
market-leading digital banking offering.
Our work to deliver better risk and
customer outcomes is focused on
earning the trust of our customers and
the community.

Combined with our long-term balance
sheet settings and strong capital position,
we are positioned to continue supporting
customers and to performing for all
stakeholders, including shareholders.

Earnings per share
Cash, continuing operations

5454

5103 480.8

2017 2018 2019
Earnings per share (EPS) measures the
Bank’s earnings growth. It is calculated by
dividing net profit after tax by the number

of shares on issue.
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We are committed to doing

We are guided by global
frameworks and standards.

business in a way that is fair,
responsible and sustainable.

SUSTAINABLE
DEVELOPMENT

GOALS
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The United Nations
Sustainable Development
Goals are 17 goals that
provide a framework to
addressissues such as
poverty, hunger, inequality
and environmental
degradation. We identify
and map the SDGs that
are most relevant to our

strategy and stakeholders.

We are a signatory

to the United Nations
Global Compact which
encourages businesses

to adopt sustainable

and socially responsible
policies. We are committed
toimplementing the
UNGC'’s principles covering
human rights, labour,

the environment and
anti-corruption.

Our non-financial reporting
is presented in accordance
with the Global Reporting
Initiative Standards (Core
option) which provides
global standards for
sustainability reporting.
Our GRI content index is
available at: commbank.
com.au/investors.
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Open and transparent engagement

We are focused onresponsible,
balanced and transparent policies
and decisions.

Our new Code of Conduct brings together
the policies and standards of behaviour
that help us deliver better outcomes for all
stakeholders. The Code guides how we
act, solve problems and make decisions.

In the same way, the Australian Banking
Association Code of Banking Practice
outlines how a bank should conduct itself
in meeting the needs of customers. We
were active participants in developing
the new code which came into effect on
1Jduly 2019. It brings important changes
including plain English contracts, more
inclusive and accessible services, and
improved transparency around fees.

We engage with our stakeholders to
understand and respond to the issues
they consider material. We have continued
to consult with our stakeholders to solicit
feedback on our approach and to ensure
there are appropriate channels for issues
and opportunities to be raised, discussed
and incorporated into our processes.

Regulators

We have adopted a more proactive
and transparent approach to engaging
with regulators.

Our new Regulatory Engagement
Standard aims to strengthen our
relationship with regulators by outlining

a clear process and responsibilities for
handling requests, managing interactions
and escalating issues.

We also have a substantial program of
change underway in response to the
Financial Services Royal Commission
Final Report, and as part of our APRA
Remedial Action Plan. The Bank has
participated in more than 60 government
inquiries in recent years which have led
to changes in legislation, regulation and
industry practice.

Political donations

Our Group Government Relations Policy
explicitly precludes the Bank from making
political donations. However, we pay

to attend some political events aimed

at the business community. To attend
these eventsin the 2019 financial year

we contributed $73,000 to the Australian
Labor Party, $75,720 to the Liberal Party of
Australia and $13,750 to the National Party
of Australia. These payments are disclosed
in line with the requirements of Federal and
State governments.

Industry associations

The Bank is a member of a number of
industry associations and we participate
both through those associations and
directly with policy makersin the
development and advocacy of public
policy positions. Industry associations
usually represent a range of members with
diverse interests, so the policy positions
adopted by an industry association should
not be assumed to represent the views of
the Bank.

TCFD

EQUATOR
>~ PRINCIPLES

Dow Jones )
Sustainability Indices

In Collaboration with RobecoSAM «

PN

FTSE4Good

SN CDP

DISCLOSVRE INSFIGHT ACTION

We are a supporter of
and reportinline with
the recommendations
of the Financial Stability
Board’s Task Force on
Climate-related Financial
Disclosures (TCFD).

The TCFD contains
recommendations for
voluntary and consistent

We have adopted the
Equator Principles I, a set
of standards to assess,
mitigate, manage and
monitor Environmental,
Social and Governance
(ESG) risks in project-
related financing. Our EPIII
reporting is available at:
commbank.com.au/EPIII.

Listed on the Dow Jones
Sustainability Index (DJSI)
Asia-Pacific.

climate-related financial
risk disclosures. See the
Our approach to addressing
climate change section

on page 55 for more
information.

Listed on the FTSE4Good
index since 2009 for
demonstrating strong
ESG practices.

We participate in the CDP
Climate Change survey,
andin 2018 scored ‘B’ for
taking co-ordinated action
on climate change.
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Greenhouse gas emissions per FTE
(Scope 1& 2), Australia

As a major financial institution, our
influence extends beyond our direct
operations to our customers and suppliers.

We continue to strengthen our responsible
lending, investing and procurement
practices and use our influence to improve
environmental, social and economic
outcomes.

Low carbon financing

This year the Bank developed a new Group
Environmental and Social Policy.

It consolidates existing external positions
and outlines our commitments to managing
the environmental and social impacts of our
business. More information on the policy is
available at commbank.com.au/policies.

Sustainable Development Goals

The Sustainable Development Goals (SDGs) were adopted by 193 countries,
including Australia and New Zealand in 2015, in support of the UN’s Sustainable
Development Agenda. We have identified the SDGs that are most relevant to
our business and stakeholders.

Taking a responsible approach

Responsible lending

Assessing potential transactions for
Environmental, Social and Governance
(ESG) risks is a key step in our due diligence
process. All Institutional Bank loans, as well
as large loans in other business units, are
evaluated through the Bank’s compulsory
ESG risk assessment process which
completes an initial assessment based on
country of operations and over 500 industry
sectors. The system relies on escalation
and good judgement with additional due
diligence required for transactions with a
medium or high ESG risk profile. The industry
sector risk ratings that form the basis of the
ESG risk assessment process are reviewed
annually.

Our client relationship, risk and product team
members complete refresher training on
ESG risks each year. We update this training
annually to capture new developmentsin
ESGrisks.

Project finance loans follow the Equator
Principles’ comprehensive environmental
and social risk management process.

SUSTAINABLE M,
DEVELOPMENT =«\‘ALS

Customers

We show our customers that we are on 0 E o EEE Y B
their side through service excellence, . A i g‘ M =
supporting financial wellbeing, good bt I!!ll “' @ @
customer outcomes and advocacy,

and digital innovation.

Community We are rebuilding trust and our reputation g e e e 7 s
by engaging proactively and openly with i ~
government and regulators, investing I!!” & @
in communities and education, and
role-modelling reconciliation.

Our people  We motivate our people through B
leadership and engagement, by A ~
promoting health, wellbeing, diversity s g G @
and inclusion, and by providing training
and career development.

Shareholders \We deliver sustainable financial

performance through sound conduct,
culture, governance, accountability,
remuneration and responsible
business practices.

12 G, [ 13 ot 17 s
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Responsible investing

Within our wealth management
businesses, we continue to take into
account ESG factors when making
investment decisions to ensure we
deliver sustainable long-term investment
outcomes.

Commonwealth Private developed two
new ESG-focused investment solutions -
an Ethical Model Portfolio and an Ethical
Australian Shares Separately Managed
Account.

Colonial First State (CFS) announced

that it will no longer invest in companies
associated with the production of tobacco
and controversial weapons, and expects
to be divested from these securities by the
end of 2019.

Building on our commitment to the
Principles of Responsible Investment (PRI),
CFS took part in two global collaborative
initiatives supported by the UN. We
became a founding signatory to the United
Nations Environment Program - Finance
Initiative (UNEP FI) Tobacco Free Finance
Pledge, and were one of the first Australian
signatories to an open letter calling for

the removal of controversial weapons
manufacturers from global investment
indices.

Number of employees trained on
responsible lending, investment
and procurement in FY19

Percentage of electricity sourced
from renewable energy

Human rights and modern slavery

We are committed to maintaining and
improving processes to avoid any human
rights violations related to our operations,
supply chain, and our products and
services. In compliance with the United
Kingdom’s Modern Slavery Act 2015,

we publicly report on our actions in our
modern Slavery and Human Trafficking
Statements which are available at
commbank.com.au/policies.

With the passing of new modern
slavery legislation in Australia, we are
strengthening our supply chain due
diligence processes and are working
to better understand our impacts.

We continue to be an active member of
the Mekong Club, a not-for-profit
association that engages, inspires and
supports the private sector to lead the fight
against slavery in Asia. As a member of

the working group, we have also delivered
awareness sessions on the issue of
modern slavery to our people in Sydney
and Hong Kong, and have provided in-kind
support to the association.

Responsible procurement and supplier
diversity

We partner with more than 5,000 suppliers
to procure over $4.3 billion of products and
services in the countries we operate in.
Our supplier governance processes,
supplier engagement, and supplier code

of conduct help us to minimise ESG risks

in our supply chain.

In preparation for the Australian modern
slavery legislation, we have commenced a
program of work to embed the legislated
requirements into procurement policies,
processes and capabilities. We have also
launched a pilot program with a cross-
section of 30 suppliers to survey the risk
of modern slavery in our supply chain.

We are continuing our Indigenous Business
Second Tier program, a partnership
between the Bank and more than 25 key
suppliers that explores opportunities for
Indigenous businesses across the Group’s
supply chain. In addition to this program,
key initiatives include collaborating with
industry partners to set best practice
standards, delivering cultural capability
training for procurement managers,

and launching a new supplier diversity
website that provides direct access to

the procurement team.

Green mortgage initiative

We are launching an innovative green
mortgage initiative that rewards CBA
mortgage customers by providing
cashbacks to those who have certified
solar panels installed and meet the
eligibility criteria.

We are also encouraging and
supporting customers who want to
install small scale renewables and
make their homes more energy
efficient.

Residential properties make up a
substantial portion of the property
sector and contribute to greenhouse
gas emissions.

As Australia’s leading mortgage
provider, we are in a strong position
to innovate to build awareness of
and support the transition to a low
carbon economy.

Our supplier diversity program continues
to grow with $6 million spent annually with
27 Indigenous businesses. This spend
includes $3 million directly with suppliers
and a further $3 million second tier spend.

Climate change

We play an important role in supporting
Australia’s transition to a low-carbon
economy and are committed to reducing
our environmental footprint. Our climate-
related disclosures on page 55 outline
our commitments to reduce our carbon
emissions. They include continuing to
expand our branch solar panel network
and our participation in RE100 - whereby
we have undertaken to source 100% of our
electricity needs from renewable energy
sources by 2030.
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Group performance’

Group profit

Group profit, also known as Net Profit after Tax (NPAT), is a key measure of our financial performance. Our profitability directly impacts our ability
to pay dividends at strong and sustainable levels. NPAT represents total operating income earned less the operating expenses, loan impairment
expense and tax expense incurred during the year. We report NPAT on a statutory and cash basis. The statutory NPAT complies with the
requirements of the Corporations Act 2001, Australian Accounting Standards and International Financial Reporting Standards (IFRS). The cash
NPAT is management’s preferred measure of the Group’s financial performance. It excludes items that tend to be non-recurring in nature and
are not considered representative of the Group’s ongoing financial performance (non-cash items). We use the cash NPAT to present a clear and
consistent view of our financial performance from period to period. The reconciliation between the statutory NPAT and cash NPAT is provided

on page 45.

Cash NPAT decreased 5% reflecting

a continued challenging operating
environment, though business
fundamentals remained strong. The
decrease was driven by a 2% reduction

in total operating income, a 2% increase

in operating expenses and an 1% increase
in loan impairment expense.

Group profit for the year includes a number
of notable items:

e provisions of $918 million for remediation
of historical aligned advice issues,
wealth and banking customer refunds
and associated program costs as we
continued to address the full range of
issues impacting our customers

¢ risk and compliance program costs
of $358 million. This includes costs

associated with implementing the Royal

Commission and APRA Prudential

Inquiry recommendations and continued

enhancement of our financial crime
compliance capabilities

e insurance recoveries of $145 million
in relation to the AUSTRAC civil penalty
incurred in FY18

¢ the acquisition of Aussie Home Loans
and eChoice in the prior year resulting
in the consolidation of $275 million of
operating income and $269 million of
operating expenses for the year.

Notable items are outlined in detail on
pages 42-43.

Cash NPAT ($m) 5%
FY19 8,492

FY18 8,915

Statutory NPAT ($m) 8%
FY19 8,360

FY18 9,057

Dividends

Dividends are discretionary distributions of profits to shareholders.

The final dividend determined was
$2.31per share, bringing the total dividend
for the year ended 30 June 2019 to
$4.31per share, in line with the prior year
full year dividend. The full year dividend
payout ratio (cash basis) was 88%.

The final dividend will be fully franked

and will be paid on 26 September 2019 to
owners of ordinary shares at the close of
business on 15 August 2019 (Record Date).
Shares will be quoted ex-dividend

on 14 August 2019.

The Group continues to offer a dividend
reinvestment plan (DRP) under which
shareholders can reinvest all or part of any
dividend paid on their shares in additional
shares instead of receiving the dividend

in cash. No discount will be applied to
shares allocated under the plan for the final
dividend. The deadline for notifying change
to participation in the DRP is 16 August
2019. The DRP for the 2019 final dividend

is anticipated to be satisfied in full by an
on-market purchase and transfer of
shares.

The Board’s determinations on dividends
are guided by the Group’s dividend policy

which provides that the Group will seek to:

e pay cash dividends at strong and
sustainable levels

Full-year dividend ($ per share)

target a full-year payout ratio of 70%
to 80%

maximise the use of its franking account

by paying fully franked dividends.
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For further details on dividends, refer to Note 8.4 on page 199 in the Financial report.

1 Unless otherwise stated, all information in the Group performance section is presented on a continuing operations basis.
Details of the Group’s discontinued operations are provided on page 45 and Note 11.3 on page 260 in the Financial report.

2 Payout ratios include the impact of notable items. Excluding the impact of notable items, payout ratios would be 80% in FY19 and 73% in FY18

(comparative restated).

M



Financial
performance

Group
performance

Operating income

Operating income includes net interest income and non-interest income, such as, other banking income including lending fees and commissions,
funds management income and insurance income. Net interest income is the key contributor to the Group’s results as lending and deposit taking
are the Group’s primary business activities. Net interest margin or NIM is an important measure of our financial performance representing the
return on our interest earning assets (e.g. home loans) after accounting for the costs of funding these assets (e.g. deposits).

Excluding notable items, net interest
income decreased 1%. The key drivers
were:

Total operating income ($m) cash basis 2%

e continued growth in home loans
and deposits offset by a decrease in
business land C.orpor\late !o_a.nsl asaresult FY19 24,407
of portfolio optimisation initiatives and

continued focus on risk-adjusted returns Fy18 24,914

e customers switching from interest-only
and investor home loans to principal
and interest, and owner-occupier home

loans with lower interest rates FY19 FY18 % change

e elevated short-term funding costs Netinterestincome 18,125 18,347 VvV 1%

during the period. Other banking income 4,788 4,982 V 4%

Excluding notable items, non-interest Funds managementincome 1,072 1,119 VY 4%

income decreased 5%. The key drivers Insurance income 147 238 V¥ 38%
were: o -

Total operating income excluding

) ’ . . 24,132 24,686 2%

e the reduction and removal of certain notable items cash basis ’ .

fees and charges and the introduction Notable items 275 228 A 21%

of pre-emptive alerts on overdrawn Total operating income cash basis 24,407 24,914 V¥V 2%

accounts as we continued focusing on
improving customer outcomes

¢ lower volumes of initial financial advice
fees and removal of ongoing service
feesin relation to our financial planning

business from February 2019 Net interest margin (%) 5 bpts
e higher insurance claims as a result
of significant weather events during
the year.
Operating income for the financial year FY19 210
2019incl 275 milli
ended 30 June 2019 included $275 million Fvig 215

of operating income (30 June 2018:
$228 million) relating to the consolidation
of Aussie Home Loans and eChoice. This
has beenincluded in notable items.

For further details on operating income, refer to Note 2.1 on page 130, Note 2.2 on page 132 and Note 2.3 on page 137 in the Financial report.
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Operating expenses

Operating expenses include salaries and other benefits paid to staff, the cost of our IT systems and infrastructure, property and other costs.
Managing costs with a focus on simplifying our processes and business is one of the key priorities for management. We use the ratio of operating
expenses to total operating income to assess and manage the efficiency of our business.

Including notable items, operating

expenses increased 2% as we continued Total operating expense ($m) cash basis 2%
to remediate customers for past issues,
respond to regulatory findings and
enhance our financial crimes compliance
capabilities. The costs associated with e -
addressing these issues are included ’
within the notable items discussed below.

FY18 10,995
Excluding notable items, operating
expenses increased 2% driven by:
Staff expenses increased 3% as a result FY19 FY18 % change
of wage inflation and a 1% increase in full Staff costs 5,524 5,369 A 3%
.t|mle equivalent s.taff (FTE), predominately BT EE G TG 1,079 1128 v 4%
in risk and compliance.

o d . t Information technology 1,904 1,766 A 8%
ccupancy and equipment expenses o
decreased 4% due to lower rental and Ol SXpenses _ 1,362 LETA) v
depreciation expenses as aresult of Total operating expense excluding 9,869 0,642 A 2%

branch network optimisation and lower notable items cash basis
development costs for new corporate Notable items 1,400 1,353 A 3%
offices, partly offset by annual rental Total operating expense cash basis 11,269 10,995 A 2%
reviews.
Information technology services
increased 8% due to higher investment
ﬁ‘[i)t;e;ﬁ/ssartlcularly onriskand compliance g increase in operating expenses

: and the reduction in operating income Full-time equivalent staff (FTE) 1%
Other expenses decreased 1% due led to a higher operating expenses to
to lower marketing costs and lower total operating income ratio of 46.2%
discretionary spend. for the full year ended 30 June 2019

. 0,
(30 June 2018: 44.1%). EY19 42,921
For further details on operating expenses, refer FY18 42 462
to Note 2.4 on page 139 in the Financial report. ’
Notable items
The Group’s financial results have been impacted by a number of notable items. In order to present a transparent view of our business
performance, operating expense is presented both before and after notable items, described below.
Customer remediation (incl. aligned advice)
Customer refunds and program costs in Notable items ($m) cash basis
relation to remediation issues impacting FY19 FY18 | % change
customers of our wealth management Customer remediation (incl. aligned advice) 918 52 large
and bgnklng bu.sme.sses. ,ThlS |nc|u<jes Risk and compliance programs 358 247 A 45%
provisions for historical aligned advice ) o
remediation and associated program costs. Mortgage broking consolidation 269 199 A 35%
Insurance recoveries (145) - n/a

Risk and compliance programs Prior period one-offs - 855 large
Risk and compliance programs including Total notable items 1,400 1,353 A 3%

the cost of implementing the Royal
Commission and APRA Prudential
Inquiry recommendations, and continued
enhancement of our financial crime
compliance capabilities.

Mortgage broking consolidation
Impact of consolidating Aussie Home
Loans and eChoice.

Insurance recoveries

$145 million insurance recoveries in
relation to the $700 million AUSTRAC
civil penalty incurred in the prior year.

Prior period one-offs

Regulatory costs of $155 million relating
to the Group’s response to the Royal
Commission, AUSTRAC proceedings,
the APRA Prudential Inquiry and the
$700 million AUSTRAC civil penalty.
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Loan impairment expense, impairment provisions and credit quality

Creditrisk is one of the largest risks we are exposed to as a result of our lending activities. The Group sets aside impairment provisions for losses that
are expected to emerge within our lending portfolio due to bad debts, when customers are unable to repay their loans. Loan impairment expense
reflects changes in our estimates of impairment provisions, as well as bad debts incurred during the year net of any recoveries. We use the ratio of
total provisions to gross loans and acceptances to assess how adequately we are provided for against expected credit losses. Impaired assets are
loans that are not meeting their repayment obligations. They include loans in default, loans that have been restructured to non-commercial terms due
to the financial difficulties of the borrower or unsecured personal loans and credit cards whose minimum repayments are 90 days past due.

On 1July 2018, we implemented a new
approach to calculating impairment Loan impairment expense ($m) 1% Consumer arrears 90 days (%)
provisions as required by the new

accounting standard, AASB 9 ‘Financial 15 4 144
Instruments’ (AASB Q). The new approach

requires us to hold additional impairment FY19 1,201
provisions to account for the potential 6B

; 103 -

impact of adverse future forecast FY18 1,079 10 102
economic conditions on the credit quality
of our portfolio.

166

070

Loan impairment expense increased 1% 060 068

driven by: 05

e animprovement in the credit quality of AR CRl N PRl dni

the corporate lending portfolio driven

by portfolio optimisation initiatives and Personalloans — Credit cards
continued focus on risk-adjusted returns Home loans

during the year; offset by

e consumer arrears trending higher as
aresult of subdued wage growth and

cost of living pressures, particularly in Troublesome and 19% Total impairment provisions 32%

Western Sydney and Melbourne; and impaired assets ($m) ($m) (mc\udwng
AASB9

e anincrease in troublesome and impaired
assets due to emerging weaknesses
in sectors impacted by discretionary

spending. There was a small number FY19 7,799 FY19 4,799
of individual corporate impairments,
and impaired assets continued to be FY18 6,541 FY18 3,633

influenced by home loan customers
experiencing hardship.

The credit quality of the Group’s portfolio i i i i
9 y bsp The increase in total impairment For further details on impairment provisions

remains sound. The Group continued to provisions to $4,799 million was primarily and credit quality refer to Note 3.2 on
maintain a very prudent level of credit driven by the additional $1,058 million of page 153 and Note 9.2 on page 205in
provisioning with the total provisions for impairment provisions taken as the Group the Financial report.

impairment losses to gross loans and implemented AASB 9.

acceptances ratio increasing to 0.63%
(30 June 2018: 0.49%).

Tax expense

Tax expense is income tax payable to tax authorities in jurisdictions where the Group operates. The effective tax rate is how much tax we pay
per dollar of profit.

Income tax expense for the year CBA is one of Australia’s largest tax payers.
detcr]:eastid 12% %ﬂd the ef;efctlve ;%X5o y Our Tax Transparency Code provides Total tax expense ($m) cash basis V 12%
rate for the year aecreased irom ou.o5% further information on our approach to

o . . )
0 28.8%. This Wa?tr;rlrg%lé duﬁ tothe tax risk management and tax information
non-recurrence of the miion commbank.com.au/policies

AUSTRAC civil penalty incurred in the

prior year that was non-deductible for AL A
tax purposes.
FY18 3,920
This rate is below the Australian company
tax rate of 30% primarily as a result of the
profits earned by the offshore banking
unit and in offshore jurisdictions that have For further details on tax expense refer to
lower corporate tax rates. Note 2.5 on page 141in the Financial report.
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Cash to statutory profit reconciliation

The analysis below provides a reconciliation between cash and statutory basis profits on a continuing operations and on a total basis including
discontinued operations. Non-cash items are treated consistently from period to period.

Cash to statutory profit reconciliation ($m)

Total including
Continuing operations discontinuing operations

FY19 FY18 FY19 FY18
Net profit after tax cash basis 8,492 8,915 8,706 9,412
(Loss)/gain on acquisition, disposal, closure (52) 44 (61) (183)
and demerger of businesses
Hedging and IFRS volatility (79) 101 (79) 101
Bankwest non-cash items (1) @) ) @)
Treasury shares valuation adjustment - - 6 2
Net profit after tax statutory basis 8,360 9,057 8,571 9,329

Non-cash items

Gain/(loss) on acquisition, disposal,
closure and demerger of businesses

Gains and losses on these transactions
are inclusive of foreign exchange impacts,
impairments, restructuring, separation
and transaction costs and cover both
controlled businesses and associates.

Treasury shares

Valuation adjustments represent the
elimination of gains and losses on CBA
shares held through funds in the Wealth
Management business.

Hedging and IFRS volatility

Hedging and IFRS volatility represents
timing differences between fair value
movements on qualifying economic
hedges and the underlying exposure.
To qualify as an economic hedge the
terms and/or risk profile must match
or be substantially the same as the
underlying exposure.

Bankwest non-cash items

The acquisition of Bankwest resulted in

the recognition of assets at fair value, some
of which have been amortising over their
useful life. The transaction was considered
one-off in nature.

For further details refer to the cash to
statutory profit reconciliation on page 295
and 296 in the Financial report.

Net profit from discontinued operations

Discontinued operations refers to a major business or a subsidiary that the Group has sold during the financial year or plans to sell within the
next 12 months. For reporting purposes, the Group’s NPAT is presented excluding discontinued operations to provide a clear view of the ongoing
performance of the business. The Group also reports NPAT including discontinued operations to provide shareholders with a complete view of

the Group’s performance.

During the financial year 2019 the Group
completed the sale of Sovereign and
TymeDigital SA. On 2 August 2019, the
Group completed the sale of CFSGAM.
The Group also previously announced the
sales of Comminsure Life, BoCommlLife
and PT Commonwealth Life.

These businesses have been classified

as discontinued operations during the
financial year.

Cash NPAT from discontinued operations
for the financial year 2019 was $214 million,

a decrease of 57% compared to the
prior year.

For further details on discontinued
operations refer to Note 11.3 on page 260
in the Financial report.
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Balance sheet strength

Balance sheet strength is critical to our ability to serve our customers, drive core business outcomes and deliver strong and sustainable returns
for our shareholders. The Group manages the balance sheet in a sustainable and conservative manner to ensure a strong capital, funding and

liquidity position.

Capital

The Bank is an Authorised Deposit-taking Institution (ADI) regulated by APRA. To ensure banks hold sufficient capital to protect deposit holders
against unexpected losses, APRA sets minimum capital requirements for ADIs based on the Basel Committee on Banking Supervision guidelines.
These requirements influence the Bank’s ability to pay dividends.

The Common Equity Tier 1(CET1) capital
ratio as at 30 June 2019 was 10.7%,
above APRA's ‘unquestionably strong’
benchmark ratio of 10.5%.

CET1increased during the year due to
the following:

¢ the benefit of risk-adjusted profits
generated in the ordinary course of
business (organic capital);

¢ the benefit from the sale of the
New Zealand life insurance operations;
partly offset by

¢ dividends paid during the period to
shareholders which have the effect of
reducing capital, however this impact
was partly offset via new shares
issued to satisfy the Group’s dividend
reinvestment plan in respect of the 2018
final dividend.

Capital ratio CET1(APRA)
(%)

60 bpts

As at 30 June 2019 107

As at 30 June 2018 10.1

Liquidity and funding

Deposit funding ratio

As at 30 June 2018: 68%

Liquidity coverage ratio

Average for the quarter ended
30 June 2018: 133%

Net stable funding ratio

As at 30 June 2018: 112%

The deposit funding ratio represents

the proportion of home loans and other
income-producing assets that are funded
by customer deposits. Customer deposits
are considered the most stable source

of funding.

The Group continued to satisfy a
significant portion of its lending from
customer deposits, accounting for 69%
of total funding (up from 68% at 30 June
2018). This was due to growth in existing
customers’ transaction account balances
and mortgage offset accounts.

The Liquidity Coverage Ratio (LCR)
represents the level of high quality liquid
assets available to meet short term
obligations in a liquidity stress scenario.

The Group’s average LCR for the quarter
ended 30 June 2019 was 132% which

is well above the minimum regulatory
requirement of 100%.

The Net Stable Funding Ratio (NSFR)
shows to what extent our long-term assets
are covered by stable sources of funding.

The Group’s NSFR was 112% at 30 June
2019, flat on the prior year, and well above
the regulatory minimum of 100%. The ratio
was maintained through growth in retail
deposit volumes to support the required
funding for our long-term assets such as
home loans.
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Assets and liabilities

Over 75% of the Group’s assets are loans to customers. The remaining assets primarily include investments, trading securities; and cash and liquid

assets. 70% of the Group’s liabilities are deposits from customers. The majority of the remaining liabilities include debt issues and subordinated
debtissues referred to as loan capital. All these liabilities are used to fund the Group’s assets and generate a return for the Group.

Total Group assets and liabilities ($m)

As at

30 June 2019 30 June 2018 % change
Home loans 522,942 501,665 A 4%
Consumer finance 21,993 23,317 V¥V 6%
Business and corporate loans 214,953 222,367 V 3%
Total Group lending 759,888 747,349 A 2%
Other assets (including held for sale) 216,614 227,816 V 5%
Total assets 976,502 975,165 -
Deposits 635,300 620,508 A 2%
Debt issues 164,022 172,673 VY 5%
Other liabilities (including held for sale) 107,531 114,124 V 6%
Total liabilities 906,853 907,305 -

Home loans

Home loan balances increased 4%

driven by lending growth in the Retail
Banking Services and New Zealand
business divisions partly offset by a
decrease in Business and Private Banking.

Domestic home loans increased 4%,
above banking system growth of 3%,
notwithstanding increased competition
from non-bank lenders and a challenging
operating environment.

Deposits

Deposits increased 2% driven by strong
transaction deposit growth. This was
partly offset by a reduction in investment
deposits in Institutional Banking and

Markets due to lower demand for funding.

Domestic household deposits grew 4%,
which was below the banking system
growth rate of 5%, reflecting increased
competition from non-major banks. The
Group continues to maintain the highest
share of stable household depositsin
Australia.

Debt funding

Debtissues decreased 5% compared

to the prior year. Excluding the impact of
foreign exchange, debt issues decreased
6% due to lower wholesale funding needs
as deposit growth remained strong.
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Divisional performance’

Retail Banking
Services

Business and
Private Banking

Institutional
Banking and Markets

Retail Banking Services provides home
loan, consumer finance and retail deposit
products and servicing to all retail bank
customers. The retail banking division also
includes the Group’s general insurance
and mortgage broking businesses

in Australia and Commonwealth

Financial Planning.

Business and Private Banking provides
specialised banking services to
relationship managed business and
agribusiness customers, private banking
to high net worth individuals, margin
lending and trading through CommSec,
and retail banking products and servicing
to non-relationship managed small
business customers.

Institutional Banking and Markets

services the Group’s major corporate,
institutional and government clients using a
relationship management model based on
industry expertise and insights. The client
offering includes debt raising, financial and
commodities price risk management and
transactional banking capabilities.

Change in NPAT

RBS Cash NPAT ($m) 12%
FY19 4,267
FY18 4,823

Change in NPAT

BPB Cash NPAT ($m) 7%
FY19 2,658
FY18 2,845

Change in NPAT

IB&M Cash NPAT ($m) 8%
FY19 1,071
FY18 1,170

Contribution to Group profit?

Contribution to Group profit?

Contribution to Group profit?

Performance overview

Retail Banking Services cash net profit
after tax for the full year ended 30 June
2019 was $4,267 million, a decrease of
$556 million or 12% on the prior year.

The result was driven by lower net
interest margin as a result of higher

short term funding costs and increased
competition, lower other banking income
from simplification and the removal of
certain customer fees and charges and
the introduction of pre-emptive alerts

on overdrawn customer accounts. The
decrease in cash net profit after tax was
also driven by higher operating expenses
due to wage inflation and higher risk and
compliance spend, as well as higher loan
impairment expense.

Performance overview

Business and Private Banking cash net
profit after tax for the full year ended
30 June 2019 was $2,658 million, a
decrease of $187 million or 7% on the
prior year.

The result was driven by higher operating
expenses due to an increase in customer
remediation costs and regulatory and
compliance costs. The decrease in cash

net profit after tax was also driven by higher

loan impairment expense, partly offset by

higher fee income and improved net interest

margin, reflecting growth in transaction
deposits and repricing of business lending.

Performance overview

Institutional Banking and Markets cash
net profit after tax for the full year ended
30 June 2019 was $1,071 million, a
decrease of $99 million or 8% on the
prior year.

The result was driven by lower lending
volumes and fees, partly offset by
improved net interest margin, lower
operating expenses and lower loan
impairment expense.

1 Unless otherwise stated, all information in the Divisional performance section is presented on a continuing operations basis.
Details of the Group’s discontinued operations are provided on page 45 and Note 11.3 on page 260 in the Financial report.

2 The Group’s cash NPAT includes a cash net loss after tax from the Corporate Centre on a continuing operations basis of $941million (30 June 2018:
$1,305 million which is not included in the above discussion. Corporate centre includes the results of unallocated support functions such as Treasury,
Investor relations, Group strategy, Legal and Corporate affairs.
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Wealth
Management

New Zealand

International
Financial Services

Wealth Management provides
superannuation, investment, retirement
and insurance products, and services
including financial planning.

New Zealand includes banking

and funds management businesses
operating in New Zealand under the
ASB brand.

International Financial Services
incorporates the Indonesian retail
and business banking operations,
and associate investments in China
and Vietnam.

Change in NPAT

WM Cash NPAT ($m) 37%

FY19 160

FY18 255

Change in NPAT

NZ Cash NPAT (A$m) 8%
FY19 1,050
FY18 975

Change in NPAT

IFS Cash NPAT ($m) 49%
FY19 227
FY18 152

Contribution to Group profit?

Contribution to Group profit?

Contribution to Group profit?

Performance overview

Wealth Management cash net profit after
tax for the full year 30 June 2019 was
$160 million, a decrease of $95 million

or 37% on the prior year.

The result was driven by higher operating
expenses due to customer remediation
and higher regulatory and compliance
costs. This was party offset by an increase
in funds management income.

Performance overview

New Zealand cash net profit after tax for
the full year ended 30 June 2019 was
$1,050 million, an increase of $75 million
or 8% on the prior year.

The result was driven by growth in home
loans and business and rural lending
balances, and higher other banking
income. This was partly offset by lower net
interest margin, higher operating expenses
driven by increased risk and compliance
staff, salary increases, and higher loan
impairment expense.

Performance overview

International Financial Services cash net
profit after tax for the full year ended

30 June 2019 was $227 million, an increase
of $75 million or 49% on the prior year.

The result was driven by lower operating
expenses due to lower staff costs

and non-core divestments, lower loan
impairment expense and growth in lending
volumes. This was partly offset by lower
other banking income, reflecting lower net
profits from investments in associates.
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Risk
report

As Australia’s largest financial institution,
the Board and management of the
Bank understand that effective risk
management is important to the
financial wellbeing of our customers
and the broader economy.

Risk management is about understanding
the uncertainties facing our organisation,
and developing strategies to benefit
from them, or minimise their impact

on the achievement of our purpose

and strategy. With factors such as

the advancement of new emerging
technologies, shifting societal
expectations, elevated regulatory
oversight, uncertain macroeconomic
conditions, changing environment

and competitive landscape, banks

are increasingly exposed to greater
levels of uncertainty and therefore
require innovative and robust risk
management practices.

The financial risks of the Group have
traditionally been well managed. We
proactively manage the credit quality
of our portfolios and maintain a strong
liquidity and capital position to deliver
strong and sustainable returns for our
shareholders.

However, in recent years a succession
of conduct and compliance issues,
followed by the findings of the APRA
Prudential Inquiry in 2018, exposed
alack of maturity in the Group’s
non-financial risk management
practices. The Financial Services Royal
Commission further highlighted the
impact of these weaknesses on the
lives of individual Australians. As a
result, the Board and management
have committed to:

e enhancing our governance over
non-financial risk and investing in
new capabilities to strengthen our
management of operational risk
and compliance

¢ achange in the mindsets and behaviours
of staff at all levels to earn the trust of our
stakeholders

¢ asustained improvement in our risk
management practices.

To achieve these objectives we have
identified and made good progress during
the year on the following priority areas:

Enhancing our risk
governance

Over the past year, the Board has been
setting clearer expectations of the
business so that it receives better quality
information on risks to enable it to act
quickly and decisively on that information.

Management has taken steps to improve
the rigour of governance over non-financial
risks by establishing a Non-Financial Risk
Committee (NFRC) which is elevating

the importance of non-financial risk and
making it a top priority for the Executive
Leadership Team. Our focus on identifying
and understanding emerging risks, trends
and issues across all of the Group’s
material risk types is also providing better
insights to inform decision making.

Overview of our Risk Management
Framework

The diagram on page 51outlines the key
components of the Risk Management
Framework for managing the Group’s
Material Risk types; including the
governance that enables Executive

and Board oversight of these risks. This
framework incorporates the requirements
of the APRA prudential standard for risk
management (CPS 220). Integral to our
approach to managing risk is:

¢ the Group Risk Appetite Statement
which articulates the type and degree
of risk the Board is prepared to accept
and the maximum level of risk that the
institution must operate within; and

¢ the Group Strategy which articulates the
Group’s approach to the implementation
of its strategic objectives.

The framework is delivered by governance
and reporting processes, risk policies and
procedures, and our risk infrastructure
(people, systems and processes).

The Operating context on page 8 outlines
the material trends in our current external
operating context which, together with their
associated impacts on the Group’s material
risks, are receiving focus by the Executive
and Board.

Our current internal operating context is
characterised by the significant program

of change across the Group to deliver on
our strategic imperative of making the
Bank simpler and better. The Group is
managing this strategic program of change
through strong governance structures
over significant transformational initiatives,
setting clear priorities for business areas and
regularly monitoring the progress against
our strategy. Failure to effectively manage
this program of change could impact
delivery of our strategy and resultin
increased regulatory oversight.

“As Australia’s
largest financial
institution,
the Board and
management of the
Bank understand
that effective risk
management is
important to the
financial wellbeing
of our customers
and the broader
economy.” N
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Risk Management Framework

Our Risk Principles ‘ Trust and Reputation ‘ Risk Culture and Conduct Risk

CBA Group Board

Group Strategy Group Risk Appetite Statement

Board Risk Committee

Executive
Leadership

Team (ELT)

40

BU Leadership
Teams

Strategic Credit Insurance Market Liquidity Operational Compliance
Risk Risk Risk Risk Risk Risk )
Finesor
Value destruction Losses from failure Unplanned losses Lossesfrom Notbeing able Losses from sanctions from
orlessthan planned of counterparties from eventsthat unexpected to meet financial failure of internal non-compliance
value creation to pay their debts we provide changesinmarket obligations asthey processes, systems withlaws and
duetochangesin toCBA insurance for rates and prices falldue or people regulations

the externaland
internal operating
environments

Financial Risks Non-Financial Risks

Business Risks

(may include impacts across one or more financial or non-financial risk types)

Customer Cllmate and
competltlon TeChnOIogy Reg""atory Political m

Refer to Note 9 in the Financial report on page 201 for further detail on the current risk exposures and the approach the Group takes to the management
of its material risk types.
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Driving risk culture
change across the Group

The Board and the Executive Leadership
Team recognise their crucial role in

setting the cultural tone of the Group. This
includes leading a strong risk culture which
the Group defines as being those beliefs,
values and practices within the organisation
that determine how our people identify,
measure, govern and act upon risks.

A key priority of the Board and
management is to ensure our risk culture
is one of accountability, empowerment,
constructive challenge, reflection and
striving for best practice risk management.
This will drive decisions that are lawful,
ethical and lead to better customer and
risk outcomes. We know that community
confidence in us depends on this.

Over the last year the Board and the
Executive Leadership Team have taken
the time to better understand the drivers
of our risk culture and have developed a
methodology to formally and consistently
assess this across the Group. This

has allowed us to identify areas of
development and establish a number

of priority initiatives aimed at cascading
the right tone from the top, connecting
better with our customers and reinforcing
our purpose and values. Supporting
initiatives have also been targeted at
lifting leadership capability, elevating

risk experience and inspiring our people
around the change required.

Reinforcing business
ownership of risk
outcomes

The Group believes that every employee
needs to be a risk manager, and that the
front line business is accountable for
understanding and managing the risks

of their business, to ensure conscious
risk versus return decisions. To support
business owners in taking greater
accountability for the risks that they
originate we have increased our risk
resourcing and capability and focused on
clarifying the differing risk accountabilities
of business owners and risk specialists.
We are also improving the processes
used to manage risk across the Group.
This includes improving risk controls and
building capability to analyse the root
causes of issues and incidents that have
a negative impact on customers.

“We are investing in risk systems and
innovation to allow better risk identification,
reporting and analytics capability to more
deeply understand issues and complaints.”

Elevating the status

of the Risk Management
function within the
organisation

A strong and independent Risk function is

a key enabler of robust business decisions.

In support of this, a recent change agreed
by the Board and Executive Leadership
Team is that the Risk function will have a
shared accountability with the business
for risk decisions. In practice this is being
achieved by extending Risk’s mandate
from ‘reviewing and challenging’ to
‘approving’ that decisions made by the
business have consciously and robustly
assessed the risks. This change in
mandate strengthens the ‘voice of risk,,
an issue that was highlighted in the APRA
Prudential Inquiry report, and is currently
being embedded into risk frameworks
Group-wide. In addition, the following key
initiatives are in progress to increase both
the capabilities of the Risk function and
those of the business owners:

¢ Investing in risk systems and innovation
to allow better risk identification,
reporting and analytics capability to
more deeply understand issues and
complaints.

¢ Implementing a number of data quality
initiatives to improve the structure and
quality of data to support reporting and
risk decision making.

¢ Enhancing risk skills and capabilities to
correct areas of under-investment in the
management of non-financial risk.

e Simplifying risk policies, processes and
tools and developing a common risk
management language.

|

Strengthening our
Conduct Risk framework

As part of our commitment to better
customer and risk outcomes, we have
developed a Code of Conduct to ensure

all staff have a clear understanding of what
acceptable conduct means. A core principle
contained in our new Code of Conduct

is to ensure we do the right thing by our
customers by asking ‘Should We?’ when
making decisions. This Code has become
mandatory training for all CBA staff and the
‘Should We?’ test is being embedded in

key processes across the Group, such as
product development and review processes.
This willmake conduct an essential and
embedded part of the disciplined control
environment supporting our business
decisions. Other focus areas have been
improving the way customer complaints are
reported, identifying systemic issues and
fixing them and delivering consequences
to employees whose actions lead to poor
outcomes for customers.

We are confident that the continued

focus on these priority areas over the

next two years will result in a sustained
improvement in the maturity of the Group’s
risk management practices and lead to
better customer and risk outcomes.
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Our material risks

We continuously develop and improve the Group’s Risk Management Framework to ensure that it is robust and fit-for-purpose given
the nature of the Group’s business and that it supports our strategy of delivering balanced and sustainable outcomes for stakeholders.
This means responding to evolving better risk management practices and the Group’s operating context, including heightened global
regulatory change and additional scrutiny which are trends that are likely to continue into the foreseeable future. The key actions we are
taking for each of the Group’s material risk types are described below.

Note 9 in the Financial report on page 201 provides a detailed definition of each material risk type, the applicable governing policies
and key management committees, and the key limits, standard and measurement approaches for each risk type.

Risk type

Context

Key actions we are taking

Strategic Risk

e The external operating environment is changing
at arate and in ways not previously experienced
(see the Operating context on page 8). In particular,
the unprecedented changes in the competitor
landscape, emerging technologies, societal
expectations and required workforce capabilities
expose the Group to Strategic Risk.

e |tisthereforeincreasingly important that, when
developing and monitoring execution of strategic
plans, we appropriately and consistently assess
the aggregate impacts of the changing operating
context across all of our material risk types.

¢ \We have formalised the existing strategic risk
practices through a Board approved strategic risk
policy and associated procedures for identifying,
monitoring, managing and reporting on strategic risk.

¢ \We have developed a more structured approach
to the identification, management and oversight
of emerging risks through the Non-Financial Risk
Committee.

® These stronger disciplines are being embedded
into strategic and business planning and monitoring
processes.

Credit Risk
and
Insurance Risk

e Macroeconomic uncertainty is leading to slow credit
growth and low consumer confidence, which in turn
is impacting discretionary spending. These factors,
combined with historically low interest rates, elevates
the need for robust credit policies, procedures
and tools to support credit decisions in this new
environment.

e Economic factors impacting the housing market are
particularly important given the Group’s proportion
of earnings from home lending.

e Asclimate-related events, external policy decisions
and community expectations around climate action
become heightened, the potential long-term impacts
of climate change on the credit and insurance
portfolios needs to be factored into current
origination and portfolio management decisions.

e The Group is divesting its life insurance businesses
and therefore will only retain general insurance risk
into the future.

e The Group regularly reviews and adjusts credit
limits and settings in response to changing economic
conditions to ensure alignment with Group risk
appetite.

¢ Significant investment is underway to enhance
the systems and data necessary for aggregation
of exposures and for reporting and portfolio
management, particularly in the non-retail parts
of our business.

e \We are progressively performing climate change
scenario analyses on our credit and insurance
portfolios to understand potential impacts and
how these can be factored into business decisions.

Liquidity Risk
and
Market Risk

e The Group has well designed and embedded
frameworks in place to manage its liquidity and
market risks. However, we recognise the need
for ongoing vigilance to ensure the Bank is well
positioned in the event of stressed liquidity or
market conditions.

e Macroeconomic uncertainties which could cause
volatility in global markets, are heightened by the
current environment of:

- global trade disputes leading to geo-political
instability and lower business confidence

- interest rates remaining at historically low levels,
with further falls expected.

e The Bank performs regular stress tests and scenario
analyses covering adverse and severe operating
conditions. This allows a better understanding of
our liquidity and market risks to enable proactive
risk based decisions.

¢ |n addition, the Bank maintains a diverse yet stable
pool of potential funding sources across different
currencies, geographies, entities and products.

e We limit the amount of short-term wholesale funding
sourced from offshore and the Bank maintains
sufficient liquidity buffers and short-term funding
capacity to withstand periods of disruptionin
long-term wholesale funding markets.
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Risk type

Context

Key actions we are taking

Operational Risk

e The 2018 APRA Prudential Inquiry exposed a
lack of maturity in the Group’s non-financial risk
management practices. A comprehensive three-year
Remedial Action Plan is in progress to strengthen the
Group’s operational risk framework.

¢ Information security risks for the Group have
increased in recent years due to: the evolution and
development of new technologies; the Group’s
increasing use of digital channels; and the increased
sophistication and broadened activities of cyber
criminals.

e The Group has a significant program of change to
deliver a simpler, better bank. The complexity of
current operations creates the risk of poor or slow
execution which could impact the ability to execute
our strategy effectively.

e Good progress has been made on enhancing our
risk governance, driving risk culture change across
the Group, reinforcing business ownership of risk
outcomes and elevating the status of the Risk
Management function within the organisation.

This progress will continue over the next two years
to ensure a sustained improvement in the maturity
of the Group’s risk management practices.

e \We continue to invest in our operational risk
capabilities (in particular cybersecurity, data
management and supplier management) to ensure
they evolve in response to the Group’s changing
operating environment. We have a program in place
to identify the Group’s most critical data elements
in order to drive appropriate quality and lineage,
using our Data Management framework.

® The significant program of change to deliver a
simpler, better bank is being managed through
strong governance and oversight over these
transformational initiatives.

Compliance

e Thereis anincreased risk of regulatory action
(including enforcement action) or policy change
which may negatively impact the Group’s financial
position or reputation.

e Significant regulatory reforms are under
development, across a number of jurisdictions that
will strengthen the industry and improve customer
outcomes. These could impact the Group’s
operations and financial performance. Examples
include:

- Open Banking to give consumers access to and
control over their data

- APRA and RBNZ’s proposals to revise the capital
framework for banks

- conduct-related reforms such as product
design and distribution obligations and greater
prescription on responsible lending requirements

- regulation arising from the Financial Services Royal
Commission’s recommendations.

e Progress continues through the Remedial Action
Plan to strengthen the Compliance Management
Framework, including resources and policies and
procedures, and to ensure they are well embedded
within business units.

¢ A Code of Conduct has been developed and is being
embedded across the Group. Conduct controls
are also being strengthened across the business
to address the increased expectations.

* \We have developed a new Regulatory Engagement
Standard that drives engagement with regulators in
an open and transparent way.

¢ A financial crime compliance program isimproving
the quality of customer data and embedding
financial crime policies and procedures into
business practices.
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As a provider of financial
services - including
lending, insurance and
wealth management

- the physical and
transition impacts

of climate change are
strategically important
to our business. We are
taking a phased approach
to identifying and
managing both the risks
and the opportunities.

We aim to disclose our progress,
performance and plansin line with the
recommendations of the Task Force on
Climate-related Financial Disclosures
(TCFD).

We are focusing on having the right
policies in place, undertaking detailed
analysis to better understand the risks

and opportunities, developing and
implementing strategic responses, building
internal understanding and customer
capabilities, and contributing to economy-
wide initiatives.
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climate change

Phase 1-2

Policy, due diligence,
governance, analysis of
portfolio risks and opportunities

Phase 3

Extending scenario analysis,
strategic responses,
capability building

Phase 4

Embedding climate considerations
into strategy, business and risk
management processes

Pre-FY19 FY19 FY20-21
Governance ¢ Climate Policy Position Statement' = ® Developed a Group Environmental ® Review the Group Environmental
.G Envi t Policy’ and Social Policy with updated and Social Policy to ensure alignment
roup Environment Policy climate commitments, including: with the rapidly evolving nature of
e Equator Principles lll Report' ~ continuing to reduce our exposures environmental and social issues
e ESG Lending Commitments' to thermal coal mining and coal fired e Review the Group Risk Appetite
. ) power generation, with a view to Statement
® Responsible Investing exiting the sectors by 2030, subject . .
Framework! to Australia having a secure energy ® Review of climate-related roles and
platform responsibilities
® The Board governs climate risks
and opportunities through the - supporting the development of
Risk Management Framework? existing and emerging technologies
that enable an accelerated
transition to alow carbon future
Strategy e Commitment to support the ® Climate scenario analysis: ® Climate scenario analysis:
objectives of the Paris Agreement - Agribusiness lending: physical risks - Businesslending: physical risks
* Climate scenario analysis: e Portfolio-level strategic responses for other key portfolios
- Business lending: transition risks . - Retail (home lending) and insurance:
* Clientengagement transition risks
- FirstChoice Australian Share
Fund: transition risks - Investment portfolios: transition
and physical risks
- Retail (home lending) and Phy
insurance: physical risks ® Further develop strategic responses
® Portfolio-level strategic e Clientand customer engagement
responses
Risk ® Elevated climate as a strategic e Physical climate risk added to the e Continue to update the
management risk and along-term driver of both ESG Risk Assessment Tool process ESG Risk Assessment Tool
financial and non-financial risks for businesslending and build capabilities as
. . : e stakeholder expectations and
® |ntroducedan ESQ Risk . . Revu.a\./ved clients within carbon global developments evolve
Assessment Tool, including sensitive sectors, based on
climate and energy FY18 scenario analysis, to better * Work with clients as they progress
considerations, for business understand their management of their transition strategies
lending climate risk
® Training on ESGrisks, including e Updated Energy Value Chain Analysis
climate, for business lenders
e Established Energy Value Chain
analysis
Metrics and ® Emissions reduction target ® Joined the global RE100 initiative ® Continue to make progress on our
targets (Scope1and 2) and committed to sourcing 100% of RE100 commitment

® Assessed emissionsin business
lending portfolio

® Low carbon project funding
target of $15 billion by 2025

our electricity needs from renewable
energy by 2030

Assessed emissionsin business
lending portfolio®

Progress on low carbon project
funding target

® Science-based emissions reduction

target (Scope 1and 2)

Assess emissionsin business
and retail lending and investment
portfolios

Emissions reduction target (Scope 3)

Progress on low carbon project
funding target

1 Allpolicies are found at commbank.com.au/policies.
2 Further information on the Group’s Risk Management Framework is provided on page 201.
3 Our assessed emissions reporting is available at commbank.com.au/CRreporting.
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Climate governance

The Board directly oversees the
management of the Bank’s climate-related
risks, opportunities and strategies.

Specifically, in the 2019 financial year
the Board:

¢ reviewed and endorsed the Group’s
Environmental and Social Policy (E&S
Policy), which outlines our approach to
climate-related risks and opportunities

e monitored performance against our
climate-related goals and targets

e reviewed and approved our climate-
related strategy and disclosures.

The Executive Leadership Team (ELT)
continues to be responsible for:

¢ directing the development and

implementation of ESG policies,

including climate

overseeing progress, performance

and reporting on climate

leading external engagement and
advocacy and helping customers
and clients on climate-related matters.

Under our E&S Policy, business and
support units across the Group are
responsible for addressing specific
climate-related impacts, risks and
opportunities. Internal procedure
documents provide clear guardrails
and guidance on issue management
and client activity.

An example of how this works in practice
is our commitment to reducing our
exposures to thermal coal mining and
coal fired power generation. This applies
to our Institutional Banking & Markets
(IB&M) business which has accountability
for adherence to, and implementation of,
this part of the E&S Policy.

Climate strategy

To better understand potential climate change impacts, risks and opportunities for the Bank, and to build the resilience of our business
and our customers, we are taking a phased approach to scenario analysis. We prioritise analysis of areas that are material to the Bank

and to our customers. The results of our scenario analysis help inform our business and strategy planning.

The scenario analysis we undertook in 2018 has helped inform our strategic responses as follows:

Physical risk Transition risk
FY18 Building insurance Home loan Business lending FirstChoice Australian
focus policies portfolio portfolio Share Fund
Risks Flooding, storms, extreme heat and Market, regulatory, legal,
drought, bushfires, sealevelrise reputation, technology
Progress ® \We continue to focus on ® \We are developing agreen We have incorporated ® \We are investigating tools
during supporting sector-wide mortgage initiative that physical climate risk into to display carbonrisk

FY19 initiatives that enhance
climate resilience and
reduce disaster risk,
including through our
membership of the Climate
Change Action Committee
within the Insurance
Council of Australia.

rewards and encourages
energy efficiency, by giving
cashbacks to customers
who use solar panels and
make their homes more
energy efficient.

We are building our
capabilities to develop
and implement business
solutions that protect
customers and the Bank
from climate risk.

our ESG Risk Assessment
Tool and ESG risk
e-learning.

We have made a
commitment to reducing
our exposure to thermal
coal mining and coal

fired power generation,
with a view to exiting the
sectors by 2030, subject to
Australia having a secure
energy platform.

We are conducting deeper
analysis on our lending to
carbon sensitive sectors
to understand how clients
manage their carbon risk.

within portfolios for use
as an asset allocation tool.

We are working with

an external specialist
vendor to utilise its latest
climate scenario model
and receive reporting on
climate-related risks within
our portfolios.
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Wealth management focus
on climate

We continue to build capabilities
across our wealth management
businesses to manage climate and
broader ESG risks on our customers’
behalf, and to offer new investment
solutions:

e Colonial First State (CFS)
Investments measures and reports
carbon emissions intensity (see
page 61for details).

e CommSec Pocket now enables
investmentin ETHI, an Exchange
Traded Fund that investsin
100 large global stocks that are
climate change leaders.

e Colonial First State Global Asset
Management and Commonwealth
Bank Group Super both report their
climate governance, strategy, risk
management and metricsin line
with the TCFD™.

FY19 climate scenario analysis - risks and opportunities

in Australian agriculture

This year we conducted scenario analysis
on the physical risks of climate change

on our agribusiness lending portfolio.
This reflects the important role Australia’s
farmers play in the nation’s economy and
for our business, and the sensitivity of the
sector to changes in climate.

Farming under challenging climate

conditions is not new to Australian farmers.

Climate change however has the potential

toincrease the frequency of acute climate

events such as floods and droughts, and to
alter longer-term climate conditions which

can impact farm productivity.

As a major lender to Australia’s farmers?
we have undertaken detailed scenario
analysis to understand how climate
change affects agriculture through acute
and chronic shifts in temperature, humidity
and rainfall. Our analysis enables us to
understand the risks, identify ways to
support our customersinto the future,

and contribute to building resilience in

the sector.

What we did

We undertook a forward-looking
assessment of climate-related

factors that could impact the grains®,
livestock* and dairy® sectors which
represent approximately 65% of our
Australian agribusiness portfolio across
Commonwealth Bank and Bankwest.

We worked with climate consultancy
Energetics to simulate agricultural
productivity against a range of potential
climate conditions up to 2060, using
models derived from peer reviewed
scientific literature and industry research.

Impacts were assessed on both a ‘do
nothing’ and ‘adapt’ basis to understand
the extent to which the impacts of climate
change could be mitigated. The analysis
also incorporated economical viability,
recognising that adaptation requires both
investment and a willingness to change
established practice.

A detailed outline of the methodology is
provided on page 60. It remains important
to note that scenario analysis considers
the outcomes of a range of possible future
pathways, based on assumptions, and is
not a forecast or prediction.

1 Available at cfsgam.com.au and oursuperfund.com.au/annual-reports.

2 We conducted our analysis on the most recent client insights available. Group agriculture exposure was $22.4 billion at 31 December 2018
of which $11.2 billion was loans to Australian farmers.

3 Grainsinclude cereals (e.g. wheat and sorghum), oilseeds (e.g. canola) and pulses (e.g. lupins and chickpeas).
4 Livestockincludes beef cattle and sheep for wool and lamb.
5 Dairy includes dairy cattle only.
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What we found
Grains

Current grain growing regions face the risk
of potential farmer profitability declines by
2060, due to falls in productivity in many
areas of up to 50% below the 2018 baseline
levels, primarily due to changes in predicted
rainfall (Figure 01). Adaptive measures can
preserve current productivity levels in most
regions, and even improve profitability up

to 65% above the baseline in some regions
(Figure 02). However, the trend of declining
rainfall could result in some regions
becoming significantly less viable for crop
production in the long term.

Adaptive measures including breeding for
improved tolerance to drought and heat could
improve crop yields by up to 20% by 2060
for certain crops. Genetic modification can
markedly increase crops’ climate resilience,
with the potential to improve the yield of some
crops by up to 40% over the next 40 years.
However, the use of genetically modified
organisms (GMOs) is a controversial solution
and s currently banned in parts of Australia.

Further developments in crop monitoring
and management technology to maximise
water efficiency and optimise activities are
expected to boost productivity. Farmers can
also shift the sowing window to optimise the
growing season, and there is potential for
further improvements.

Livestock

Livestock regions face significant farmer
profitability declines by 2060, with falls of
up to 40% due to a deterioration in pasture
growth and quality (Figure 03). However,
adaptive measures can significantly
improve livestock production, with most
regions able to convert an absolute
decline in profitability to an improvement
above the baseline by 2060. Thereis a
cost to these adaptive measures, which
may outweigh the benefits for some
regions (Figure 04).

Potential adaptive measures include
breeding for increased tolerance to

heat and humidity, improving pasture
quality in harsher conditions and cooling
livestock by providing shade and water
sprays. Developments in monitoring and
management technology can maximise
resource efficiency. An example is
rotational grazing using virtual fencing
technology. This maintains soil and pasture
quality by reducing overgrazing. Genetic
modification of pasture species has most
potential in the south where pastures are
typically not native.

Climate simulation: impact on farm profitability by 2060

Grains
Worst case without adaptation
Figure 01 =

Worst case with adaptation (ex GMOs)
Figure 02

% change in farm profitability

-50%

Livestock
Worst case without adaptation
Figure 03 Z

Worst case with adaptation (ex GMOs)
Figure 04 -

I +110%

Dairy

Dairy regions also face the risk of farmer
profitability declines by 2060, with falls in
most regions of up to 40% from baseline
levels (Figure 05). A key risk for declining
dairy profitability is the incidence of
consecutive days of significant heat stress,
measured using the Temperature Humidity
Index (THI). After five such daysinarow
dairy cows can stop lactating, ceasing
production.

Adaptive measures can significantly
improve the situation for dairy production,
with most regions projected to at least
maintain baseline levels of profitability. As
Figure 06 shows, in some regions a farmer
profitability decline could be converted

to animprovement of up to 40% above
the baseline.

Breeding in Bos indicus genetics could
increase tolerance to heat and humidity
but may also lower milk yield, so uptake

of this measure is likely to be delayed.
Improved monitoring technology has the
potential to maximise output, by optimising
supplemental feed and the cooling of cows
using shade and water sprays. Genetic
modification of pasture or supplemental
feed species can also potentially

increase yield.

Dairy
Worst case without adaptation
Figure 05 g

Worst case with adaptation (ex GMOs)
Figure 06
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How we are responding

We have estimated the impacts of the
above potential changes on the credit
quality of our portfolio. We found that while
many customers are likely to be impacted
by potential productivity falls due to climate
change, in aggregate the impacts are not
significant for our portfolio. Through our
credit assessment, we have observed that
our farmers are largely able to manage
climate events within their financials, due

to the buffers present in their current and
future interest coverage ratios. With the
right adaptive measures, and the right
timing of their uptake, these impacts can
be successfully mitigated by adaptation
improving yields for farmers.

As a Group, we are using the findings

of our analysis to inform the future
management of our agriculture portfolio,
including building better tools to manage
and monitor our risks. We will focus on

supporting our customers operating in
those areas of Australia that, according

to our modelling, will be significantly
impacted by climate change. We are also
engaging and upskilling our agribusiness
teams through training, policies and
toolkits, so that they are able to incorporate
considerations of climate resilience and
adaptation into conversations with our
farming customers.

Methodology for agriculture
portfolio physical risk scenario
analysis

Climate change scenarios

Climate change impacts to each agriculture
sector were assessed in response to
multiple emissions pathways, climate
scenarios and adaptation responses to
capture a wide range of potential impacts.
The Intergovernmental Panel on Climate
Change’s (IPCC) low (Representative
Concentration Pathway 4.5) and high

(RCP 8.5) global emissions pathways were
considered as well as two climate models
to provide a range of potential outcomes.
Outcomes were then considered with

and without the uptake of cost-effective
adaptive measures. Altogether, 12 scenarios
were considered, book-ended by a best
case (low emissions pathway, climate
model showing least change, full adaptation
uptake, inclusive of GMO developments)
and worst case (high emissions pathway,
climate model showing most change and
no adaptation uptake).

Impact models

Climate impact models were sourced for
grains, dairy cattle and livestock based on
asurvey of Australian literature. The impact
models are:

¢ Grains: a statistical relationship between
productivity, seasonal rainfall and
seasonal temperature was applied to
historical and future climate data on a
five kilometre grid.

o Livestock: a statistical relationship
between productivity, seasonal rainfall
and seasonal temperature was applied
to historical and future climate data on a
five kilometre grid.

¢ Dairy: a statistical relationship between
productivity and seasonal rainfall,
temperature and the Temperature-
Humidity Index modelled at three sites by
Dairy Australia was applied to the other
five dairy regions.

Climate variables
The climate variables are:

e seasonal rainfalland temperature
e daily average temperature and humidity.

Additional climate variables and related
environmental stressors are known to
affect production but were assessed

more broadly due to data and evidence
limitations. These parameters include fire,
cyclones, sealevelrise, pests and diseases.
As aresult, our modelling of physical climate
risk may understate the potential impact of
climate change.

Outputs

Bounds were placed on the results of the
statistical models to ensure that outputs
were plausible. Results were filtered,

using Australian Bureau of Agricultural
and Resource Economics and Sciences
(ABARES) land use data, to remove unused
land such as deserts and waterways.

The effects of climate change were
expressed as percentage changesin
productivity from a 2018 adjusted baseline
to ensure relevance to the current day.
Commaodity prices were assumed to
remain steady. In adaptation scenarios

the change in profitability is the change

in output post adaptation less the cost of
adaptive measures.

Adaptation

Potential adaptive measures were
researched for each agricultural sector.
These include measures already taken
up by some farmers but with potential for
increased uptake, as well as measures

not yet implemented but well researched.
Additionally, an allowance was included

for future technology not yet developed,
projected to be available from around 2035.
Adaptation uptake curves were developed
for each representative commodity type
based on the selected measures, their
expected crop yield improvements, and
costs to implement and uptake rates.

Credit risk

Using the profitability and productivity
impacts, we were able to estimate how
climate change could effect the credit

risk metrics of our existing agribusiness
customers. Using a driver based approach
and our existing credit risk models we
were able to assess the impact on the
portfolio’s probability of default. A number
of simplifying assumptions were made for
example, land values and commaodity prices
were held constant. As a consequence, the
actual impacts may be greater or less than
those calculated.

Data sources

Farm location information was obtained
from the Australian Bureau of Statistics
(ABS) Agricultural Census 2015-16. Other
geographical information was obtained
from the ABS, ABARES and other Australian
Government agencies. Climate impact
models were drawn from research by
CSIRO, ABARES and Dairy Australia.

Limitations and uncertainties

This analysis is based on best available
information. However, it is unable to
overcome some important limitations and
uncertainties. For example, climate change
simulations currently have minimal ability to
model extreme weather events. Similarly,
agriculturalimpact models need to be
further developed to test the bounds at
which statistical relationships change.
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Climate risk management

Climate-related, and wider environmental risk, is an important element of strategic risk which we identify, assess and manage
via our risk management framework and ESG business practices.

Policy and processes

Our approach to climate risk management
cascades down from our Group level
policies via the frameworks for each
material risk type, which are documented
in the Group’s Risk Management
Framework (see page 2071).

The requirements of these policies and
frameworks are translated into sector/
portfolio controls and specific transaction
and client level processes that support
appropriate consideration of ESG risks

in business decisions.

In particular, climate change is included
as an area of special focus in our Group
Environmental and Social Policy, which
is underpinned by comprehensive
procedure documents that govern and
guide implementation across the Group.

Climate risk has the potential to create
both financial and non-financial impacts
for the Group, as its physical and transition
impacts have the potential to affect

our customers’ ability to service and
repay their loans, as well as the value

of collateral the Bank holds to secure
loans. These impacts include long-term
changes in climatic conditions, extreme
weather events, and the action taken

by government, regulators or society
more generally to transition to a low
carbon economy. For more please refer
to Climate-related risk in Note 9.2 of the
Financial report on page 206.

Climate in our ESG risk
assessment process

The Bank is a major provider of business
loans. A key step in our credit risk due
diligence for business lending is the
assessment of potential transactions for
ESG risks, including climate risk, through
our ESG Risk Assessment Tool.

All Institutional Bank loans and large

loans in other business units are subject

to a compulsory ESG risk assessment.
This must take place before aloan can

be priced. The process includes an initial
ESG risk assessment based on country

of operations and more than 500 industry
sectors. The overall ESG risk levels are
aligned with the Equator Principles’ risk
categories A, Band C. Additional ESG due
diligence is required for transactions which
have medium or high ESG risks identified in
the initial assessment.

Along with climate and energy as focus
areas, we now include physical climate risk
in our ESG risk assessment process. This
means loans are reviewed to understand
how clients are managing their carbon
impacts and climate resilience.

There is compulsory training on ESG
Fundamentals and the ESG Risk
Assessment Tool for all our Institutional
Banking and Business Banking client
facing roles, plus the credit risk teams.

Assessing the emissions
in our investments and
business lending

To understand the concentration of our
carbon-related exposures we measure the
carbon intensity of equity investments, our
exposure to companies in the energy value
chain, and the overall emissions we finance
through our business lending portfolio.

Carbon emissions of equity
investments in FirstChoice investment
options

In line with our commitment to reduce our
own emissions we measure the climate

- related risks of our investments. For

our equity investments in the MySuper
products’, from June 2016, we see a
continued downward trend in carbon
emissions per $100,000 invested.

In the largest cohort of our FirstChoice
Employer Super offer, (FirstChoice
Employer 1970-74), emissions have gone
from 32.2 tCO,-e at 30 June 2018 to
30.6 tCO,-e at 30 June 20192 This|is
equivalent to a reduction from 6.8 cars
driven daily for a year to 6.5 cars®.

For our multi manager equity portfolios,
our FirstChoice Australian Share emissions
stood at 18.9 tCO,-e per $100,000
invested and FirstChoice Global Share was
alower 14.2tCO,-e (4 cars compared to

3 cars) at 30 June 2019.

Another measure of carbonis carbon
intensity. This measures carbon emissions
normalised by sales revenue to allow

for comparison between companies of
different sizes. From June 2018 to June 2019
the carbon intensity of First Choice Employer
1970-74 has changed from 360.4 tCO,-e/$
revenue to 3257 tCO,-e/$ revenue.

At June 2018, FirstChoice Australian Share
had a carbon intensity of 326.5 tCO,-e/$
revenue compared to 230.4 tCOZ—e/$
revenue at June 2019. FirstChoice Global
Share also reduced its carbon intensity,
from 209.0 tCOZ—e/$ revenue in June 2018
t0 148.4 tCO,-e/$ revenue in June 2019.

1 On16 March 2019 we updated the Commonwealth Essential Super age based investment option, known as the ‘Lifestage option’, to be more
tailored to the member’s age. This means the asset allocationis in line with that of the Lifestage option in FirstChoice Employer Super. Both
MySuper products will therefore have the same emissions per $100,000 going forward and will not be reported separately.

2 The equivalent number of cars data is sourced from the United States Environmental Protection Agency Greenhouse Gas Equivalencies Calculator.

3 Carbon emissions data is provided and calculated by MSCI Inc. MSCI collects reported Scope 1and Scope 2 emissions from each company.

Only 60% of companies in the global equities universe report their greenhouse gas emissions, so MSClI estimates the remaining 40%.
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Energy value chain

Forincreased transparency, we have disclosed our exposure to thermal and metallurgical coal mining separately and we have detailed
our exposure to thermal and metallurgical coal within diversified miners.

As part of our review of the diversified miners, we have classified exposures to coal subsidiaries of diversified miners to thermal and
metallurgical coal directly.

Our exposure to metallurgical coal mining is $7 million and our exposure to diversified miners allocated to metallurgical coal mining is
$82 million (not included below).

Exposures as at 30 June 2019'

Natural resources Infrastructure Electricity generation Network and retailers
Qil Oil distribution
$2.3bn 57 and refining

6 (-18%) = $0.8bn
(-17%)
A Renewables
St $3.6bn
.Mﬂw (-2%)
Gas LNG terminals Gas Eledctricity
and gas
@ e N B M% $2.8bn N $0.8bn —> %’ transmission,
(-29%) (-14%) (+24%) distribution
B and retailing
S | 5.0bn
0.0 Thermal coal Coal terminals - Coal $ o
%%  $0.37bn —> &5 $09%n [y $0.005bn (-18%)
(-29%) (-9%) (-97%)
° Thermal
(¢]
%% coal within
diversified
miners?
$0.21bn
(-25%)
= Uranium Nuclear
\&/ $0.0bn $0.0bn

Key: (+%) (-%)

Change since FY18

1 Allfigures are Total Committed Exposures (TCE) as at 30 June 2019. Figures represented have been specifically derived based on material
client exposures. Not included are ‘Other energy-related’ exposures ($0.8 billion) which comprise smaller loans and exposure to energy

trading entities.

2 Thermal coal exposure within each diversified miner is calculated as the Group’s exposure to the miner, excluding exposure to coal subsidiaries,
multiplied by the percentage EBITDA contribution of thermal coal in its latest annual financial statements. Exposure to coal subsidiaries of diversified
miners are allocated to thermal coal.
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Assessed emissions in our business lending portfolio

As amajor provider of lending services, we
play a crucial role in supporting economic
and social development. We also recognise
the role we play in addressing the challenge
of climate change and in supporting the
transition to alow carbon economy. As a
result, we continue to assess the emissions
arising from our business lending across
Commonwealth Bank, ASB and Bankwest.

CBA Group business lending
% of emissions by sector

30
39%
13%
17%
Agriculture, forestry Mining

and fishing

Electricity, gas
and water supply

Transportand storage
mm Manufacturing

Property and business
services
Construction

mm Other

The emissions intensity of our overall
business lending portfolio has continued
to trend downwards, and has decreased
in FY18 by 7.4% to 0.26 kgCO,-e/$ of
expenditure. Most sectors have shown a
decrease in emissions intensity in FY18.

The Agriculture, Forestry and Fishing sectors
represent the most emissions intensive
part of our business lending portfolio.

The Electricity, Gas and Water Supply
sectors show a general downward trend.
The discontinuation of a number of high
emissions intensive exposures contributed
to this resultin FY18. Our exposure to
renewables increased 33% to $3.7 billion

in FY18. A portion of the exposure included
projects under construction which are
typically initially more emissions intensive
than operational renewable electricity assets.

Emissions intensity of expenditure (kgCO,-e/$): key sectors

20

FY16
15 FY15
- FY14
10
05 I
00 I I I I I H Bl m =l

Mining

Agriculture, Electricity, Transport
forestry and gasand water and
fishing supply storage

FY18
= FY17

Manufacturing Construction  Property and
business

services

The full assessed emissions analysis including the detailed methodology is available at commbank.com.au/CRreporting

Climate metrics and targets

We report regularly on key metrics to measure our progress and to provide transparency to our stakeholders.

During the year we signed up, as the first Australian corporate, to RE100. This commits us to source 100% of our electricity consumption
from renewable sources by 2030. As a first step in that process, as of June 2019 we are sourcing 65% of our national needs from the
Sapphire Wind Farm in New South Wales. The table below shows the latest progress against our climate-related targets.

Metric

Target

FY19 progress

Low carbon target

$15 billion by 2025

$51 billion committed exposure

as at 30 June 20192
Sourcing renewable energy 100% by 2030 65%
for our power needs
Emissions per FTE (Australia) 2.0tCO,-e by 2020 211CO,-e
Solar panels on branches' 1,250 kW by 2020 1105 kW

Assessed emissions in our
business lending portfolio

An average emissions intensity decrease of our
business lending portfolio consistent with our

0.26 kgCO,-e/$ of expenditure
(2018 financial year)

commitment to a net zero emissions economy by 2050

For afull set of our Environmental, customer, social and governance metrics (including PwC's external assurance statement) see page 297.

1 Arealtime portal which displays data on how our network of solar equipped branches is performing can be accessed at cbasolarpower.com.au.
2 Reported exposure in the FY18 Annual Report (page 57) was $7.3 billion. A review found this was overstated and the correct FY18 figure for low

carbon project funding was $4.6 billion.
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Our commitment to corporate governance

During the year, the Board continued
to strengthen corporate governance at
the Bank to support better stakeholder
outcomes.

The Board has been focused on
implementing the recommendations of
last year’s Australian Prudential Regulation
Authority (APRA) Prudential Inquiry Report
into CBA (Inquiry Report), and are on track
to deliver against the milestones detailed
in our Remedial Action Plan.

The Board is accountable for implementing
recommendations 1to 5 of the Inquiry
Report relating to Board governance

(see page 73 for more details).

The Board has set clearer expectations
of management, and has increased its
oversight and scrutiny of the risks facing
the Bank.

The Board continues to review and

further enhance the Bank’s Corporate
Governance Framework and supporting
documents in light of new laws, evolving
stakeholder expectations and the dynamic
operating environment.

The Executive Leadership Team
established a Non-Financial Risk
Committee in June 2018.

[tsrole is to assist and advise the Bank’s
Managing Director and Chief Executive
Officer (CEO) on the governance and
effective management of the Group’s
non-financial risks. This includes
operational, compliance (including
conduct), financial crime and cyber risks,
in accordance with the Group’s Risk
Appetite Statement and Group Risk
Management Approach as approved
by the Board.

Corporate Governance Framework

The diagram below shows the Bank’s
current Corporate Governance Framework,
including its Board Committees.

The Board is responsible for setting the
strategic objectives and risk appetite
for the Bank, and for leading the culture,
values and behaviours of our people.

The Board appoints the Bank’s CEO. It also
oversees the management, performance
and governance frameworks of the Bank.

Corporate Governance Framework

In addition to matters required by law

to be approved by the Board, the Board
has reserved certain powers for itself as
described in the Board Charter and the
Board’s Reserved Powers and Standing
Delegations document.

The Board delegates certain powers

to its Board Committees. At its discretion,
the Board may form other committees
to undertake specific duties.

The Board confers on the CEO the powers
of the Board exercisable in management
of the business of the Bank.

The CEQ, in turn, may delegate some of
these powers to Group Executives and
other officers. Despite any delegations

by the CEQ, the CEO is accountable to

the Board for the exercise of the delegated
powers and management’s performance.

The Bank’s Corporate Governance
Statement describes the key elements

of our Corporate Governance Framework
and the actions taken during the financial
year to enhance it. It can be viewed at
commbank.com.au/corporategovernance.

i Stakeholders ‘

Board

Independent Non-Executive Directors and CEO

Audit Committee

Nominations Committee

Risk Committee

Remuneration

Committee’
Delegation
v
L Independent
Strategy assurance and CEO Executive Purpose,
and risk advice Leadership Team values and
management e internal audit v Non-Financial Risk culture
e external audit Committee
e otherad-hoc E i
independent L dxec# “fl?
assurance and eadership feam
advice v Company Secretary

Our people

Policies, systems and processes

1 Committee name changed to People & Remuneration Committee effective 1July 2019.
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Left to right: Shirish Apte, Anne Templeman-Jones, Wendy Stops, Sir David Higgins, Matt Comyn (CEQ), Paul O'Malley, Catherine Livingstone AO
(Chairman), Professor Genevieve Bell, Robert Whitfield, Mary Padbury.

Catherine Livingstone AO
Chairman

Catherine has been a Non-Executive Director
since March 2016 and was appointed
Chairman on 1January 2017. She is a former
Chairman of Telstra Corporation Ltd and of the
CSIRO, and was Managing Director and Chief
Executive Officer of Cochlear Ltd. She has
served on the boards of Macquarie Group Ltd,
Goodman Fielder Ltd and Rural Press Ltd. She
is a former President of the Business Council
of Australia and the Australian Museum. In
2008, Catherine was awarded Officer of the
Order of Australia.

% Nominations Committee (Chairman),
Risk Committee, Audit Committee and
People & Remuneration Committee.

i#i WorleyParsons Limited, University of
Technology Sydney (Chancellor), The
Australian Ballet and CSIRO Australia
Telescope National Facility Steering
Committee.

< BAHons (Accounting), FCA, PED,
FTSE, FAICD, FAA.

Matt Comyn
Managing Director and Chief Executive
Officer

Matt was appointed Managing Director and
Chief Executive Officer on 9 April 2018. He
has 20 years’ experience across business,
institutional and retail banking and in wealth
management. He joined the Bank in 1999 and
has held a number of senior leadership roles.
Between 2006 and 2010, Matt was Managing
Director of CommSec. In 2010, he left the Bank
for a short time to become Chief Executive
Officer of Morgan Stanley’s wealth business
in Australia. Matt returned to the Bank to lead
local business banking and in 2012 he was
appointed Group Executive, Retail Banking
Services.

i UNICEF Australia, Australian Bankers
Association and Financial Markets
Foundation for Children.

= BAv,MCom, EMBA, GMP.

Key: (W Committees

i#i Other Directorships and interests

= Qualifications

Shirish Apte
Independent Non-Executive Director

Shirish has been a Non-Executive Director
since June 2014. He has more than 32 years’
financial services experience having held
various senior roles with Citi, including
Co-Chairman of Citi Asia Pacific Banking,
Chief Executive Officer of Citi Asia Pacific,
Co-Chief Executive Officer of Europe, Middle
East and Africa, and Country Manager and
Deputy President of Citi Handlowy, where he
is now a member of the Supervisory Board.
Shirish is a former Director of Crompton
Greaves Ltd.

& Risk Committee (Chairman) and
Audit Committee.

i#i |HH Healthcare Bhd (including two of
its subsidiaries), Fullerton India Credit
Company Limited, AIG Asia Pacific Pte
Ltd, Clifford Capital Pte Ltd, Pierfront
Capital Mezzanine Fund Pte Ltd
(Chairman), Citi Handlowy (Supervisory
Board), Accion International, Virtusa
Corporation (Advisor), Acibadem Hospital
Group (Turkey) and Fortis Healthcare.

= CA BCom,MBA.

Andrew Mohl retired 7 November 2018.
Brian Long retired 31 December 2018.
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Professor Genevieve Bell
Independent Non-Executive Director

Genevieve became a Non-Executive Director
on 1danuary 2019. Genevieve is a cultural
anthropologist, technologist and futurist.
Genevieve is a Distinguished Professor at
the College of Engineering and Computer
Science at the Australian National University
(ANU) and is the inaugural Florence Violet
McKenzie Chair at the University. Genevieve
is a Senior Fellow of Intel Corporation and

is the Vice President of Intel's Product
Assurance and Security Group.

®Nil,

s Florence Violet McKenzie (Chairman),
Autonomy, Agency & Assurance
Innovation Institute (3A), National
Science and Technology Council

(Member) and Editorial Board of the
Australian Army Journal (Member).

<= PhD,MA, MPhil, BA.

Sir David Higgins
Independent Non-Executive Director

Sir David has been a Non-Executive Director
since September 2014. He is Chairman of
Gatwick Airport Ltd, which operates Gatwick
Airportin the UK. Sir David is a senior adviser
to Global Infrastructure Partnersin the US
and to Lone Star Funds. He is the former
Chairman of High Speed Two (HS2) Ltd.
Previously he was Chief Executive Officer

of Network Rail Infrastructure Ltd, Chief
Executive Officer of the Olympic Delivery
Authority for the London 2012 Olympic
Games, Chief Executive Officer of English
Partnerships and Managing Director and
Chief Executive Officer of Lend Lease.

% People & Remuneration Committee
(Chairman) and Risk Committee.

% Gatwick Airport Ltd (Chairman), United
Utilities Group PLC (Board Member),
United Utilities Water Ltd (Board
Member) and Senior Advisor of Marshall
Industries and BAl Communications.

< BE (Civil), Diploma (Securities Institute
of Australia).

Paul O’Malley
Independent Non-Executive Director

Paul became a Non-Executive Director on
1January 2019. Paul was Managing Director
and Chief Executive Officer of BlueScope
Steel Limited from 2007 to 2017, after joining
the company as Chief Financial Officer

18 months prior. He was formerly the Chief
Executive Officer of TXU Energy, a subsidiary
of TXU Corp based in Dallas, Texas, and has
held other senior financial management roles
within TXU. Paul had previously worked in
investment banking and consulting.

1 Paul O'Malley will become chair of the People & Remuneration Committee effective 1January 2020.

Paulis a former Director of the Worldsteel
Association, Chair of its Nominating
Committee and Trustee of the Melbourne
Cricket Ground Trust.

& People & Remuneration Committee'
and Nominations Committee.

i Australian Catholic Redress Limited
(Chairman).

= BCom, M. App Finance, ACA.

Mary Padbury
Independent Non-Executive Director

Mary has been a Non-Executive Director
since June 2016. She is a pre-eminent
intellectual property lawyer with over

3b years’ experience. Mary retired as Partner
of Ashurst at the end of April 2018 and from
the role of Vice Chairman of Ashurst at the
end of 2017. She was Chairman of Ashurst
Australia for eight years prior to the firm’s full
merger with Ashurst LLP in 2013. Mary spent
anumber of years in the UK with boutique firm
Bristows, and as resident partner of Ashurst
Australia. She has undertaken intellectual
property work for Australian and multinational
corporations in arange of technology areas
and has extensive international, legal and
governance experience.

% People & Remuneration Committee
and Nominations Committee.

i Trans-Tasman IP Attorneys Board

(Chairman), The Macfarlane Burnet
Institute for Medical Research and
Public Health Ltd (Chairman), Clinical
Genomics Technologies Holdings
Limited (Director), Chief Executive
Women (Member) and Victorian Legal
Admissions Committee (Member).

2 BALLB (Hons), GAICD.

Wendy Stops
Independent Non-Executive Director

Wendy has been a Non-Executive Director
since March 2015. She was Senior Managing
Director, Technology - Asia Pacific for
Accenture Ltd from 2012 until June 2014.
Her career at Accenture spanned some

32 years in which she held various senior
positions, including Global Managing Director,
Technology Quality & Risk Management,
Global Managing Director, Outsourcing
Quality & Risk Management and Director of
Operations, Asia Pacific. She also served on
Accenture’s Global Leadership Council from
2008 until her retirement.

% Audit Committee and People &
Remuneration Committee.

i Altium Ltd, Coles Group, Fitted For Work
Ltd, University of Melbourne (Council
Member), Chief Executive Women
(Member), Australian Institute of Company
Directors Technology Governance &
Innovation Panel and Chairman of the
Melbourne Business School's Centre for
Business Analytics Advisory Board.

2 BAppSc (Information Technology), GAICD.

Anne Templeman-Jones
Independent Non-Executive Director

Anne has been a Non-Executive Director
since March 2018. She is an experienced
listed company Non-Executive Director,
currently serving on the boards of GUD
Holdings Ltd, The Citadel Group Ltd and
WorleyParsons Ltd. She is the former
Chairman of the Commonwealth Bank’s
financial advice companies and is a former
director of Cuscal Ltd, HT&E Limited, Pioneer
Credit Ltd, TAL Superannuation Fund, and
HBF’s private health and general insurance
companies. Anne had a 30-year executive
career developing deep operational risk,
governance and strategy experience. Early
in her career she held audit and accounting
roles with Price Waterhouse working

in Australia and overseas. She gained
experience in corporate banking with Bank
of Singapore and then Westpac Banking
Corporation, and in private banking with
Australia and New Zealand Banking Group
Ltd. Anne returned to Westpac in 2007 and
went on to hold various senior management
positions in private banking, risk and strategy
until 2013. She has served as a Chair or
member of audit, risk and remuneration
committees on current and past boards.

& Audit Committee (Chairman) and
Risk Committee.

isi GUD Holdings Ltd, The Citadel Group
Ltd, WorleyParsons Ltd, Cyber Security
Research Centre Ltd (Director) and
Cyber Security Research Committee
(Member).

= BCom, EMBA, MRM, CA, FAICD.

Robert Whitfield
Independent Non-Executive Director

Rob has been a Non-Executive Director
since September 2017. He has significant
banking and finance and senior management
experience in the private and public sectors.
He is a Director of NSW Treasury Corporation
and was previously its Chairman. He is a
former Secretary of NSW Treasury and

NSW Industrial Relations. Prior to NSW
Treasury, Rob had a 30-year career with
Westpac Banking Corporation and held
various senior management positions there,
including Chief Executive Officer of the
Institutional Bank, Chief Risk Officer, Group
Treasurer and Chairman of the Asia Advisory
Board. At Westpac, Rob developed a deep
knowledge of equity and capital markets and
was instrumental in developing Westpac’s
risk management function and strategies.
Rob is a former Deputy Chair of the Australian
Financial Markets Association.

% Risk Committee and Nominations
Committee.

i# NSW Treasury Corporation.

2 BCom, Grad Dip Banking, Grad Dip Fin,
AMP, SF Fin, FAICD.
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Board renewal
and composition

The Board adopted a target of 40%
female Board members by the end
of 2020. The Board first met this
target in 2017 and now exceeds it.

Female Directors

as at 30 June 2019

40%

2020 target

Tenure as at 30 June 2019

O

2 Directors @

@)

=0

— 0O
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Board renewal and composition

Andrew Mohl retired at the conclusion

of the 2018 Annual General Meeting, and
Brian Long retired on 31 December 2018.
In anticipation of Brian Long’s retirement,
Anne Templeman-Jones was appointed
Chairman of the Audit Committee and
amember of the Risk Committee on
10ctober 2018.

Professor Genevieve Bell and Paul O'Malley
were both appointed Non-Executive
Directors on 1January 2019. Genevieve's
knowledge and understanding of
technology in society and business has
brought a unique and valuable perspective
to the Board. Paul’'s broad operational

and finance experience, as well as his
experience in business leadership,

has brought a strategic perspective

to the Board.

Paul O'Malley was appointed a member
of the Remuneration Committee and the
Nominations Committee effective 1June
2019. Paul will commence as Chairman
of the renamed People & Remuneration
Committee from 1January 2020
following Sir David Higgins’ retirement
on 31December 2019.

The Board uses a Skills Matrix (Matrix) which
sets out the desired skills and experience
important for the effectiveness of the Board.
Itis reviewed annually to ensure it reflects
the appropriate mix of skills, expertise and
experience required to address existing and
emerging business and governance issues,
and to enable Directors to effectively review
the performance of management.

As aresult of this year’s review, ‘Enhanced
customer outcomes’ was added to the
Matrix. This competency is considered
important for Directors to oversee the
Bank’s efforts to improve the experience
and outcomes of our customers through:

e increasing the voice of the customer in
Board deliberations

e ensuring regular reporting of customer
complaints, insights and management’s
actions in response

e overseeing CBA conduct risk in relation
to customer outcomes

¢ ensuring speed of customer remediation
where failures have occurred.

This year, each Director completed

a questionnaire rating their skills,
expertise and experience from 0 to 3 for
each competency (0 = no experience,
1=awareness, 2 = practised/direct
experience and 3 = high competency,
knowledge and experience). The self-
assessment ratings were subsequently
calibrated with these results reviewed by
the Nominations Committee and approved
by the Board.

Individual matrices have also been
developed for the Audit Committee,
Remuneration Committee and Risk
Committee.

The Board considers that all of its
Non-Executive Directors, including the
Chairman, were independent during the
year and continue to be independent.
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Board skills matrix

[ Practised skill/direct experience (number of Directors) B High competency, knowledge and experience (number of Directors)

Enhanced customer outcomes

Demonstrated ability to understand the needs of customers and 10

enhance their experience and outcomes

Financial acumen
Proficiency in financial accounting and reporting, capital management
and/or actuarial experience

Financial services experience
Experience in banking, as relevant to CBA, and financial regulation

Global perspective

Having a global perspective through exposure or responsibility

3|9|s| B

for international operations

Leadership
Held CEO or similar position in an organisation of significant size

0o
02
w
()]

Legal acumen
Proven ability and understanding in the application of legal principles

Listed company experience
Experience as a non-executive director of at least two other listed entities
(Australia or overseas)

Risk management
Proven ability in identifying, assessing and managing macro, strategic,

D | D9 D@

operational and financial risks

Stakeholder engagement
Demonstrated ability to build and maintain key relationships with industry, 420%@ ‘ 5 ‘ 5
0

government or regulators

Strategy ™
Demonstrated experience in developing, implementing and delivering Q ‘ 2 ‘ 6 ‘
strategic business objectives

—
Technology ] ‘ 3 ‘ 4 ‘
Experience in technology strategies and innovation =
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Stakeholder
engagement

The Bank is committed to providing
better outcomes for customers,
earning the trust of the communities
we serve, ensuring our people are
energised and accountable, and
delivering sustainable, long-term
returns for our shareholders.

Key stakeholders

Customers

We regularly engage with our customers
through customer feedback, surveys and
workshops, customer representative
bodies, complaint channels and external
dispute resolution bodies.

Our Customer Advocate function
strengthens accountability for fair
customer outcomes and offers a more
customer-oriented approach. The function
helps improve our products, processes,
systems and decision making in order

to deliver better and consistently fair
customer outcomes.

We engage with members of the
community and community organisations
through a variety of channels. For example,
we participate in community events

and forums, are members of industry
associations, and meet with Non-
Government Organisations. The insights
we gain in the process of our engagement
help us continuously improve our
products and services in light of evolving
community expectations.

In addition, the Bank regularly convenes
external advisory forums to discuss
specific matters - these include the CEO
Advisory Panel, the Customer Advocate
Community Council and the Indigenous
Advisory Council.

Through the CommBank Foundation

we offer our people the opportunity to
participate in one of Australia’s largest
workplace giving programs. During

the 2019 financial year, the CommBank
Foundation provided over $3.7 million to
eligible community organisations, and
raised over $2 million for cancer research.

[oY@)e]
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Our people

We engage with our people formally, twice
ayear, through an engagement survey,
Your Voice. The survey informs the Board
about how engaged our people are with
our purpose, our values and the team they
are working with. We also seek feedback
on diversity and inclusion. The responses
provide the Board and Executive
Leadership Team with key opportunities
for improvement for matters that affect
our people.

We use arange of digital and social
platforms to communicate with our people.
During the year we established ‘AskMe’,

an online platform designed to capture

our people’s feedback about new ideas

or initiatives that could help us become

a simpler, better bank.

We encourage our people to report any
misconduct issues and provide them

the ability to do so through our SpeakUP
hotline. The Group Whistleblowing Policy
outlines the processes for investigating
and resolving any misconduct issues that
have been reported.

Shareholders

We aim to provide our shareholders

with timely information relevant to their
investment. There are multiple avenues
for shareholders to access information
and provide feedback. Detailed company
information can be found on our Investor
Centre at commbank.com.au/investors.

We communicate regularly with
shareholders through the Group’s Annual
Report, full-year and half-year financial
results announcements, quarterly trading
updates and ASX announcements. Our
shareholders also receive an update from
the Chairman and CEO with their interim
dividend statements.

All material information is released to

the ASXin compliance with the Bank’s
continuous disclosure obligations under
the Corporations Act 2001 (Cth) and

the ASX Listing Rules. Our Continuous
Disclosure Policy was reviewed and
updated in March 2019 and is available at
commbank.com.au/corporategovernance.

We recognise the importance of
shareholder participation at our Annual
General Mesting (AGM) and shareholders
are encouraged to attend and participate.
The Bank’s AGM is held in different
locations to facilitate shareholder
attendance. Our AGM is webcast live

to allow shareholders who are unable to
attend in person, to view the AGM online.
We encourage shareholders to submit
their questions ahead of the AGM, as they
provide useful insights into shareholder
concerns, enabling the Bank to provide
relevant feedback on consistent themes
raised.

Our Investor Relations team is responsible
for communication and engagement with
investors and provides the Board with
regular updates on Investor Relations
matters. The Chairman, CEO, CFO and
Group Executives meet with domestic and
offshore institutional investors throughout
the year.
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Board Committees — Areas of focus

|

A\ }

Catherine Livingstone AO
Nominations Committee Chairman

Nominations Committee Chairman’s message

The Nominations Committee is responsible for Board and Board Committee composition,
succession planning, Director induction and appointment, election and re-election of
Non-Executive Directors. During the year, the Nominations Committee focused on the
membership and skills mix of the Board and Board Committees, and the Governance
Framework covering key operating subsidiaries.

Anne Templeman-Jones
Audit Committee Chairman

Audit Committee Chairman’s message

The Audit Committee is responsible for external reporting of financial information for the
Group, the internal control framework and environment, the internal auditor and internal
audit function and external auditors, and the Group’s Risk Management Framework in
conjunction with the Risk Committee. During the year, the Audit Committee focused on
the implementation of IFRS 9 ‘Financial Instruments’, and improvements to the issues
identification and management process and the Group Audit and Assurance end to

end process.

Shirish Apte
Risk Committee Chairman

Risk Committee Chairman’s message

The Risk Committee is responsible for the Group’s Risk Management Framework,
Risk Culture and the Risk Management Function. During the year the Risk Committee
focused on non-financial risks areas of cybersecurity, financial crimes compliance,
suppliers and data management, ensuring a more efficient flow of non-financial

risk information.

Sir David Higgins
People & Remuneration Committee Chairman

People & Remuneration Committee Chairman’s message

The Remuneration Committee is responsible for remuneration strategy and policy,
remuneration arrangements and outcomes, and the performance management
framework. During the year it also focused on more formal processes for ensuring that
risk-related behaviours and outcomes are reflected in variable remuneration outcomes
together with the Group’s implementation of the recommendations of the Sedgwick
Report on Payments in Retail Banking.
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Assessing Board effectiveness

The Board recognises the importance
of continuously monitoring and
improving its performance and the
performance of its Committees.

Performance evaluations are externally
facilitated every three years, or as
otherwise determined by the Board. In the
intervening years, an internal evaluation is
conducted. The next external evaluation
is scheduled for 2020.

Evaluation cycle

Year1l
Externally
facilitated

Year 3
Internal
review

(we are here)

Internal
review

2019 evaluation of the
Board’s performance

The Board has been evaluating its
performance throughout the year having
regard to the focus areas identified as a
result of the 2018 performance evaluation,
the implementation of the Banking Executive
Accountability Regime and the governance
recommendations in the Inquiry Report.

The Board commenced an internal
evaluation in May to formally assess its
performance, and the performance of
each Board Committee. The process was
led by the Chairman of the Board with the
support of the Group Company Secretary.

The internal evaluation process was
expanded this year, to include a series of
questions designed to assess whether
the Board:

e continues to have heightened visibility
of conduct, culture and reputation
within the Bank

¢ has promoted a clear tone from
the top in both clear and consistent
messaging and actions

¢ has an effective working relationship
with, and engages in regular
constructive discussions with
management

o effectively inducts, and provides
sufficient professional development
opportunities to Directors to ensure
it has the rights balance of skills and
expertise

e isreceiving adequate reporting for
effective decision making

e demonstrates rigour and urgency in
respect of key issues and closure of
control weaknesses.

Feedback was also sought from the
Executive Leadership Team.

The Chairman held individual meetings
with each Director to discuss their
evaluation responses, as well as their
individual performance throughout the
year. The Chairman was assessed by a
Non-Executive Director. The outcomes
of the internal performance evaluation
were provided to the Board in June and
the findings discussed in August.

The evaluation concluded that the
performance of the Board and its Board
Committees was effective for the year
under review.

The Board agreed to the following four

areas of focus for the 2020 financial year:

¢ the working relationship between the
Board and management

e culture including customer outcomes,
conduct, compliance and reputation

¢ |longer-term strategy including the
impact of emerging technology and
innovation

¢ enhanced Board reporting and
processes.

Governance in practice

Group policy framework

Policies play a key role in guiding decision
making and conduct across the Group.
To ensure that our policies are fit for
purpose, we have enhanced the Group’s
policy framework and embarked on a
comprehensive review of policies and
supporting procedures.

Enhancements to the policy framework
have:

¢ streamlined and standardised policy
governance and management across
the Group

o clarified roles, responsibilities and
accountabilities

¢ introduced a systematic approach for
determining whether policies should be
developed, consolidated or revoked.

The comprehensive policy review currently
underway is streamlining our policies and
procedures and ensuring that they:

e are clear, consistent and easy to
understand

e articulate minimum standards for
compliance and operational risk
management

e promote cultural change

e support our purpose of improving the
financial wellbeing of our customers
and communities.
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APRA Prudential Inquiry Report: Board governance recommendations

The Bank has developed a Remedial Action
Plan to address the recommendations
outlined in the Inquiry Report.

Recommendations 1-5 relate specifically
to Board governance. The Board continues
to make progress from designing to
implementing actions to address each
recommendation. To provide clarity on
objectives, the Board has developed

target states.

The Board'’s external performance
evaluation, scheduled for 2020, is expected
toinclude an independent assessment

of the progress towards these target

state objectives.

Board visibility

Target state:

The Board continues to have a
positive influence on the behaviours
within the Group, and is engaged and
visible with senior management.

¢ The CEO and the Group Company
Secretary report key matters arising
from Board and Board Committee
meetings to the Executive Leadership
Team (ELT). This includes sharing
feedback from the meeting review
process to ensure alignment on actions
and agenda items for the next meeting.

¢ The annual Board evaluation process
includes engagement with the ELT
on Board and Board Committee
performance. The evaluation focuses
on whether the Board continues to have
heightened visibility and promotes a
clear tone at the top.

Board better practice

Target state:

The Board, and its Audit and Risk
Committees, are operating at a level

consistent with global better practice.

¢ Areview of risk management processes
and practices of the Board, Risk
Committee and Audit Committee was
conducted. The findings of the review

were tabled and discussed by the Board.

¢ The Board Corporate Governance
Guidelines were amended to include
periodic reviews of the processes
and practices of the Board and Board
Committees to consider if they are
appropriately aligned with global better
practice for risk management.

Board coordination

Target state:

There will be clear accountabilities
between Board Committees, timely
and effective information flows
between the Board Committees
and oversight and resolution of
relevant issues.

¢ In June 2018, the Board reviewed
and approved appropriate referral of
matters between its Board Committees.
Concurrent meetings of the Board
Committees are held periodically
to consider material financial and
non-financial risks relevant to executive
performance and remuneration, and
share information about key matters
where appropriate.

Audit Committee

Target state:

Owners of material issues are

held accountable for the resolution
and effective closure of issues within
their remit.

¢ The Bank has reviewed and updated
its end to end internal audit practices
with a specific focus on assisting the
Audit Committee to drive greater
accountability for resolution of
issues, including the way in which the
remediation of issues associated with
red rated audit reports and associated
issues are monitored and reported.

Board reporting

Target state:

The Board is able to understand,
examine and identify the issues
arising across the categories of
non-financial risk, including new

and emerging risks. The Board will
receive granular information with
respect to the Bank’s position against
its risk appetite in order to drive
discussion and actions to manage
non-financial risk.

¢ Non-financial risk reporting, and the
process in which it is escalated to the
Board, Risk or other Committee, has
been enhanced. Regular reporting
is received by the Board on key
areas of focus discussed at the ELT
Non-Financial Risk Committee.
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Leadership Team

Left to right: Adam Bennett, Pascal Boillat, Sian Lewis, Nigel Williams, David Cohen, Angus Sullivan, Matt Comyn (CEO), Andrew Hinchliff,

Vittoria Shortt, Alan Docherty, Anna Lenahan.

Adam Bennett

Group Executive, Business and Private
Banking

Adam was appointed Group Executive,
Business and Private Banking (B&PB) in
January 2015. He has responsibility for
Business Banking, Private Banking and
CommSec. He joined the Bank in 2004
and was the Chief Information Officer for
Retail and Business Banking. He joined the
B&PB Leadership Team in 2009, serving
as Executive General Manager of Local
Business Banking from 2012 to 2014.

Adam'’s key priorities include: strengthening
the customer proposition across everyday
banking, merchants and payments,

and commercial lending; improving the
end-to-end customer experience through
investment in digital, analytics, and frontline
bankers; and enhancing risk management.

Previously, Adam was Principal at strategic
consulting practice AT. Kearney, working
across industries in Australia, New Zealand,
Asia and Europe. He also worked as a
consultant at Ernst & Young.

Pascal Boillat

Group Executive, Enterprise Services and
Chief Information Officer

Pascal joined the Bank as Group

Executive, Enterprise Services and Chief
Information Officer, in October 2018. He has
responsibility for information technology,
cyber security, technology infrastructure
and digital delivery across the Group. He
also leads operations and procurement.

Pascal’s priorities focus on strengthening
the safe, sound and secure provision of
technology and operations services; agility
to enable the delivery of new products
and services for customers at pace;

and improving performance to ensure
Enterprise Services produces the right
outcomes for the Bank.

Previously, Pascal held a number of
senior executive roles at Deutsche Bank,
Fannie Mae, Citibank and Credit Suisse.
He has more than 30 years’ international
experience in the financial services sector.

David Cohen
Deputy Chief Executive Officer

David was appointed Deputy Chief
Executive Officer in November 2018.In
this role he is responsible for the Group’s
Customer and Community Advocacy
team, as well as the Group’s Mergers and
Acquisitions team and the International
Financial Services business. David also
oversees Colonial First State, and until

its sale is complete, Commlnsure Life.
On1duly 2019, he assumed interim
responsibility for Group General Counsel.
David joined Commonwealth Bank in 2008
and has held a number of roles including
Group General Counsel, Group Executive
Group Corporate Affairs and Chief

Risk Officer.

In addition to his business responsibilities,
David’s key priority is supporting the

Chief Executive Officer on Group-wide
initiatives to build a simpler and better
bank for the future, with a focus on building
and enhancing the Bank’s engagement
with government, regulators, industry

and community groups, and chairing the
Bank’s Royal Commission Implementation
Taskforce.

Previously, David was General Counsel
of AMP and a partner with Allens Arthur
Robinson for 12 years.
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Alan Docherty

Group Executive, Financial Services
and Chief Financial Officer

Alan was appointed Group Executive,
Financial Services and Chief Financial
Officer in October 2018 after acting in the
role from May 2018. He has responsibility
for the Group’s finance function. Alan joined
the Bank in 2003 and has held a variety of
senior finance leadership positions, before
serving as Chief Financial Officer of the
Institutional Banking and Markets division.

Alan’s priorities are to ensure that the finance
function supports the execution of the
Bank’s purpose and strategy through a long
term focus on fostering a highly engaged
and talented team who: build trust with all
stakeholders and help them make informed
decisions; ensure the Bank remains resilient
through prudent management of our

key financial risks; and deliver strong and
sustainable capital generation for the benefit
of our shareholders.

Alan’s career began in the UK, working in
PwC’s Financial Services practice before
joining Arthur Andersen in Australia. Alan
is a Member of the Institute of Chartered
Accountants of Scotland.

Andrew Hinchliff

Group Executive, Institutional Banking
and Markets

Andrew was appointed Group Executive,
Institutional Banking and Markets (IB&M) in
August 2018. He has responsibility for serving
the financial needs of large institutions and
governments across Australia and New
Zealand, and in select international markets.
Andrew joined the Bank in 2015 as Executive
General Manager, Global Markets.

Andrew is focused on IB&M being the
bank of choice for Australian corporations
and governments, as well as corporations
looking to do business in Australia. Andrew
is committed to ensuring IB&M brings a
new perspective toits clients and utilises
its global network to help its clients build
abetter Australia.

Andrew’s career in institutional banking and
markets spans more than 15 years, having
held a variety of leadership positions with
Goldman Sachs and Credit Suisse First
Boston across Fixed Income, Currencies,
Commodities Sales and Trading teams.

Anna Lenahan

Group General Counsel and Group
Executive, Group Corporate Affairs

Anna joined the Bank as Group General
Counsel and Group Executive, Group
Corporate Affairs in November 2016. She
advised the CEO and the Board on legal
matters and was also responsible for
delivering an integrated and consistent
approach to the Group’s external

and internal affairs, coommunications,
sustainability and corporate governance.

Anng’s priorities have been to ensure

the effective and efficient resolution of
the Group’s legal matters; support the
effectiveness of the Board; provide timely,
meaningful information on the Group’s
activities to our stakeholders; and meet
the Group’s commitment to investin

the community.

Prior to joining the Bank, Anna was the
Chief Risk and Legal Officer at Suncorp
Group. Previously she was a Corporate
Partner at Allens Arthur Robinson and a
crown prosecutor with the Department
of Public Prosecutions in Perth.

Annaretired on 30 June 2019.

Sian Lewis
Group Executive, Human Resources

Sian was appointed Group Executive,
Human Resources (HR) in August 2018.
Sian joined the Bank in 2014 as General
Manager, Distribution Transformation and
more recently led 2,500 people across the
retail bank’s customer contact centres.

Sian’s priorities are to help the Bank
maintain an energised and accountable
workforce that is committed to delivering
the Bank’s purpose; integrate the Bank’s
values to guide the right actions and
behaviours; strengthen and support a
diverse and inclusive workforce; promote
employee wellbeing; skill the Bank’s
workforce for the future; and simplify

HR processes for our people.

Previously, Sian spent nine years at
Westpac, working across retail and
business banking and two years working
with the Australian banking regulator,
APRA. Originally from the UK, Sian spent
10 years in senior HR consulting roles at
Atos Consulting and KPMG as change
and program management director.

Vittoria Shortt

Chief Executive and Managing Director,
ASB

Vittoria was appointed Chief Executive
and Managing Director of ASB in February
2018. She has responsibility for leading the
Group’s New Zealand subsidiary. Vittoria
joined Commonwealth Bank in 2002 and
has held a number of leadership roles
across the retail banking businesses of
Commonwealth Bank and Bankwest,
including as Group Executive, Marketing
and Strategy.

Vittoria’s priorities are to provide leading
customer experiences that deliver

good customer outcomes; harness new
technology to provide innovative solutions;
and support community programs that
have a significant positive impact.

Vittoria's career began in New Zealand,
working in Corporate Finance and Mergers
and Acquisitions with Deloitte and Carter
Holt Harvey.

Angus Sullivan
Group Executive, Retail Banking Services

Angus was appointed Group Executive,
Retail Banking Services, in July 2018 after
acting in the role from April 2018. He is
responsible for Retail Banking Services,
which serves over 10 million customers,
and Bankwest. Angus joined the Bank

in 2012 as Executive General Manager,
Group Strategy. In 2013, he moved to
Retail Banking Services where he held a
number of senior positions across products,
payments and the retail branch network.

Angus’ priorities are to deliver exceptional
customer service and outcomes, with
leading technology and innovation in
products and services. He is also committed
to continuing the Retail Bank’s legacy of
supporting Australian communities.

Previously, Angus was a Partner at McKinsey
& Co.in New York, specialising in retail and

commercial banking, wealth management,
payments and general insurance.

Nigel Williams
Group Chief Risk Officer

Nigeljoined the Bank as Group Chief
Risk Officer in November 2018. He

is responsible for the effective risk
management of all risk types across the
Group - including credit risk, operational
risk, compliance, liquidity, financial crime
compliance and insurance.

Nigel is focused on achieving better
customer and risk outcomes by driving
more conscious risk/return decisions and
better compliance across the Group.

Nigel was the Chief Risk Officer at Australia
and New Zealand Banking Group and
previously Managing Director for ANZ’s
Institutional Bank in Australia. Nigel has

35 years of banking experience across
Australia, New Zealand and abroad.

George Confos ceased as Acting Group
Executive, Institutional Banking and Markets
on 31July 2018.

Melanie Laing ceased as Group Executive,
Human Resources and retired on 31July 2018.

Paul Newham ceased as Acting Group
Executive, Enterprise Services and Chief
Information Officer on 30 September 2018.

Michael Venter Chief Operating Officer Wealth
Management, ceased as Key Management
Personnel on 2 December 2018.

Coenraad (Coen) Jonker ceased as Group
Executive, International Financial Services
on 31December 2018.

Priscilla Sims Brown assumed the role of Group
Executive, Marketing and Corporate Affairs on
1August 2019.
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Directors’ report

The Directors of the Commonwealth Bank of
Australia present their report, together with
the Financial report of the Commonwealth
Bank of Australia (the Bank) and of the
Group, being the Bank and its controlled
entities, for the year ending 30 June 2019.

Principal activities

We are one of Australia’s leading providers
of financial services. We serve the needs
of more than 17.4 million customers with a
focus on retail and commercial banking.

Our products and services are provided
through the following divisions:

¢ Retail Banking Services provides
home loans, consumer finance and
other banking products and services
to personal and business customers.
Customers are supported through a
network of branches, ATMs, Australia-
based customer call centres, online
services and apps, as well as mobile
banking specialists and support teams.
Retail Banking Services includes
Bankwest, the Group’s general
insurance business in Australia (which
is under strategic review), the Group's
mortgage broking operations and
Commonwealth Financial Planning.

¢ Business and Private Banking serves
the banking needs of business,
corporate and agribusiness customers
across the full range of financial services
solutions as well as providing banking
and advisory services for high net
worth individuals. Business and Private
Banking also provides margin lending
and online equities trading through our
CommSec business.

e Institutional Banking and Markets serves
the commercial and wholesale banking
needs of large corporate, institutional
and government clients across a full
range of financial services solutions
including access to debt capital markets,
transactional banking, working capital
and risk management capabilities.

¢ ASB New Zealand includes banking
and funds management businesses
operating in New Zealand.

o Wealth Management provides
superannuation, investment, retirement
and insurance products and services
including financial planning.

¢ International Financial Services includes
the Indonesian retail and business
banking operations and associate
investments in China and Vietnam.

We operate in Australia, New Zealand,
United Kingdom, the United States, China,
Japan, Europe, Singapore, Hong Kong
and Indonesia.

On 21September 2017, the Group entered
into an agreement to sell 100% of its

life insurance businesses in Australia
(Comminsure Life) and New Zealand
(Sovereign) to AIA Group Limited (AIA).
The sale of Sovereign completed on 2 July
2018. The sale of Comminsure Life remains
subject to completion of the transfer of the
Group’s stake in BoCommLife Insurance
Company Limited (BoCommlLife) out

of Commlinsure Life and its associated
Chinese regulatory approvals.

The Group and AlA remain fully committed
to completing the Commlnsure Life
transaction. The Group and AlA are also well
progressed in exploring an alternative path to
complete the Comminsure Life transaction
prior to the transfer of the Group’s stake

in BoCommlLife. The alternative path is
expected to be subject only to Australian
regulatory approvals and would result in
overall financial outcomes for the Group

that are not expected to be materially
different to those previously announced.
The Group expects to be able to provide
further details of this alternative path by the
end of the first quarter of the financial year
2020, if the sale of BoCommlLife has not
substantially progressed in that timeframe.

On 23 May 2018, the Group announced
the sale of its 37.5% equity interest

in BoCommlLife to Mitsui Sumitomo
Insurance Co. Ltd (MSI). The sale of
BoCommLife is subject to Chinese
regulatory approvals and is the final
condition precedent for the sale of
Commlnsure Life. The sale of BoCommlLife
is expected to be completed in the second
half of the calendar year 2019.

On 25 June 2018, the Group announced its
intention to demerge its wealth management
and mortgage broking businesses, and
undertake a strategic review of its general
insurance business, including a potential sale.

On 23 October 2018, the Group
announced the sale of its 80% interest

in its Indonesian life insurance business,
PT Commonwealth Life, to FWD

Group (FWD). As part of the sale, CBA's
Indonesian banking subsidiary, PT

Bank Commonwealth (PTBC), will enter
into a 15 year life insurance distribution
partnership with FWD. The sale is subject
to regulatory approvals in Indonesia and is
now expected to complete in the second
half of calendar year 2019.

On 310ctober 2018, the Group announced
the sale of Colonial First State Global Asset
Management (CFSGAM) to Mitsubishi UFJ
Trust and Banking Corporation (MUTB).
The sale completed on 2 August 2019.

On 1November 2018, the Group completed
the sale of Commonwealth Bank of

South Africa (Holding Company) Limited
(TymeDigital SA) to the minority shareholder,
African Rainbow Capital (ARC).

On 14 March 2019, the Group announced
suspension of its preparation for the
demerger of its remaining wealth
management and mortgage broking
businesses in order to focus on the
implementation of the Royal Commission
recommendations, refunding customers
and remediating past issues.

On 13 June 2019, the Group announced
the sale of its 100% interest in Count
Financial Limited (Count Financial) to
CountPlus Limited (CountPlus). Completion
is expected to occur in October 2019.

Commlnsure Life, Sovereign, BoCommLife,
CFSGAM, PTCL and TymeDigital SA have
been classified as discontinued operations
in the Group’s financial statements for the
year ended 30 June 2019. The assets and
liabilities of Count Financial are classified
as held for sale as at 30 June 2019.

Operating and financial review

Financial performance summary

The Group’s statutory net profit after

tax including discontinued operations
for the year ended 30 June 2019
decreased 8% on the prior year to
$8,571 million. Statutory net profit after
tax from continuing operations for the
year ended 30 June 2019 decreased 8%
on the prior year to $8,360 million. The
result reflected a continued challenging
operating environment, though business
fundamentals remained strong.

Total operating income decreased by

3% primarily driven by a 1% decrease in
netinterest income, with average interest
earning assets increasing 1% on the prior
year due to continued growth in home
loans. Net interest margin on a continuing
operations basis decreased 5 basis points
largely driven by customer switching,
competition, and elevated short term
wholesale funding costs.
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Dividends

Other banking income decreased by

8% primarily due to lower credit card
income, lower transaction fees due to

the simplification of fee waivers and lower
overdrawn account fees following the
introduction of pre-emptive customer
alerts. Insurance income decreased

38% driven by weather events, primarily
the New South Wales (NSW) hail storm,
Queensland floods and other weather
events in NSW, Victoria and Queensland.
Funds managementincome decreased
5% due to lower volume of initial advice
fees and the cessation of ongoing service
fees partly offset by growth in Funds
Under Administration and higher Assets
Under Management.

Operating expenses increased 3%, as a
result of higher risk and compliance FTE,
wage inflation, an increase in technology
infrastructure costs and an increase in
risk and compliance investment spend,
partly offset by decreased occupancy
and equipment costs as a result of branch
network optimisation and the closure of
offshore offices.

Loan impairment expense increased

by 11%, driven by higher individual
provisions due to a small number of

large single name exposures in the
business portfolio and higher collective
provisions reflecting higher arrears in the
consumer finance portfolio and softening
economic conditions.

Dividends

Tax expense decreased by 14% during
the period primarily due to lower net profit
before tax and the non-recurrence of

the $700 million AUSTRAC civil penalty
incurred in the prior year that was
non-deductible for tax purposes.

Further information and analysis of the
financial performance including a review
of operations for the financial year is set
outin the Financial performance section
on pages 40 - 49.

Material risks

The Group recognises that risk is inherent
in business and that effective risk
management is a key component of sound
corporate governance and is essential in
delivering our business objectives.

The Group seeks to adopt a comprehensive
approach to risk management through

its Risk Management Framework. This
framework covers the Group’s systems,
policies, processes and people who
monitor, mitigate and report risk.

The Group’s material risk types and its
approach to managing them are described
in Our material risks on pages 53 - 54

and in Note 9 of the Financial report on
pages 201- 231. A description of the
material trends in our current external
operating context, and the way that the risk
framework is being developed to support
better customer and risk outcomes, is
provided in the Operating context on

page 8 and in the Risk management
section on pages 50 - 63.

In addition, commentary on the Group’s
ongoing litigations, investigations and
reviews for full year ended 30 June 2019
isincluded in Note 71 of the Financial report
on pages 185 - 190.

Outlook

We expect our operating context to remain
challenging as we adapt to heightened
regulatory change, increasing competition,
evolving customer preferences, and the
need to invest in risk and compliance and
in technology and innovation.

The Bank is however well positioned to
navigate this changing landscape with the
backing of a resilient balance sheet, strong
customer base and leading distribution
and digital assets. We are focused on
continuing to serve our customers’ needs
and are making the necessary changes to
become a simpler, better bank.

More information on our business
strategies and prospects for future
financial years including our material

risks and how we are managing them
can be found in the Strategic report on
pages 2 - 39, the Operating context on
page 8 and the Risk management section
on pages 50 - 63.

The Directors have determined a fully franked (at 30%) final dividend of 231 cents per share amounting to $4,089 million.
The dividend will be payable on 26 September 2019 to shareholders on the register at 5.00pm AEST on 15 August 2019.

Dividends paid in the year ended 30 June 2019 were as follows:

Fully Franked

Total Dividend

Total Dividend

Dividend Date Paid Dividend Per Share ($ million) Comprises ($ million)
Final Dividend for the year ended 28 Sep 2018 231cents $4,065 Cash: $3,316

30 June 2018 DRP: $749

Interim Dividend for year ended 28 Mar 2019 200 cents $3,5640 Cash: $2,948

30 June 2019 DRP: $502
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Events subsequent to balance
sheet date

The Dividend Reinvestment Plan for
the final dividend for the year ended
30 June 2019 will be satisfied in full by
an on-market purchase and transfer of
shares of approximately $683 million.

The sale of CFSGAM completed on

2 August 2019, resulting in final sale
proceeds of $4.2 billion and a total post tax
gain of $1.5 billion (inclusive of separation
costs and subject to final tax calculations
and completion adjustments).

The Group has decided to cease providing
licensee services through Financial
Wisdom and will proceed with an assisted
closure. The Group has also decided to
allow Commonwealth Financial Planning
Limited-Pathways (CFP-Pathways)
advisers to transition to self-licensing

arrangements or move to another licensee.

The Group has committed an investment
of US$100 million into Klarna Holding AB
(Klarna), as part of their US$460 million
capital raise. The Group will become
Klarna's exclusive partner in Australia and
New Zealand and intends to further invest
at the parent and local level to support
this partnership.

Other directorships

The Directors are not aware of any other
matter or circumstance that has occurred
since the end of the financial year that has
significantly affected or may significantly
affect the operations of the Group, the result
of those operations or the state of affairs of
the Group in subsequent financial years.

For further information on subsequent
events refer to Note 12.7 in the Financial
report on page 271.

Change in state of affairs

We continue to make progress against
each of the key strategic priorities in
pursuit of our purpose to improve the
financial wellbeing of our customers and
communities. Further to the changesin
principal activities referred to above there
have been no significant changes in the
state of affairs during the financial year.

Environmental reporting

We are subject to the Federal
Government’s National Greenhouse

and Energy Reporting (NGER) scheme.
The scheme makes it mandatory for
controlling corporations to report annually
on greenhouse gas emissions, energy
production and energy consumption,

if they exceed certain threshold levels.
The Group has a long history of voluntary
environmental reporting including to

the CDP (the former Carbon Disclosure
Project). As aresult, the Group is well
placed to meet the NGER requirements.

We are not subject to any other significant
environment reporting regulations under
the law of the Commonwealth or of a State
or Territory of Australia. Our environmental
policies are updated to manage risks
appropriately.

For more information on the Group's
voluntary environmental reporting, see

the Our approach to addressing climate
change section on pages 55 - 63 and our
environmental metrics on pages 297 - 302.

Directors
The names of the Directors holding office
at any time during, or since the end of, the
financial year are:
e Catherine Livingstone AO
e Matt Comyn
e Shirish Apte
o Professor Genevieve Bell

(appointed 1January 2019)
o Sir David Higgins
e Paul O'Malley (appointed 1January 2019)
e Mary Padbury
¢ Wendy Stops
¢ Anne Templeman-Jones
¢ Robert Whitfield
e Andrew Mohl (retired 7 November 2018)
e Brian Long (retired 31December 2018)
Details of current Directors, their experience,
qualifications and any special responsibilities,
including Committee memberships, are set
out on pages 66 and 67.

These Directors held the following directorships in other Australian listed companies in the three years prior to the end of the 2019 financial year:

Director Company Appointment Date Retirement date (if applicable)
Catherine Livingstone AO WorleyParsons Limited 01/07/2007
Wendy Stops Coles Group Limited 19/1172018

Altium Limited 01/02/2018
Paul O'Malley Bluescope Steel Limited 06/08/2007 31/12/2017
Anne Templeman-Jones G.U.D Holdings Limited 01/08/2015

The Citadel Group Limited 08/09/2017

WorleyParsons Limited 01/11/2017

Pioneer Credit Limited 23/09/2014 07/11/2016

HT&E Limited 04/06/2013 14/05/2018
Brian Long Brambles Limited 01/07/2014

OneMarket Limited 07/06/2018

Ten Network Holdings Pty Limited' 01/07/2010 25/07/2016

1 Formerly Ten Network Holdings Limited, converted to a proprietary limited company on 10 January 2018.
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Directors’ meetings

The number of Board and Board Committee meetings held during the financial year that each Director was eligible to attend, and the
number of meetings attended by each Director, were:

Board Committees'
s;:::::':: U'I‘\:::tei:;':d Risk? Audit? Remuneration2® Nominations?
Held® Attended Held® Attended Held® Attended Held® Attended Held® Attended Held® Attended

Director
Catherine Livingstone AO 10 10 1 1 10 10 il il 12 12 il il
Matt Comyn 10 10 1 1 - - - - - - - -
Shirish Apte 10 10 1 1 10 10 1 1 - - - -
Professor Genevieve Bell* 5 5 - - - - - - - - - -
Sir David Higgins 10 10 1 1 10 10 - - 12 12 - -
Brian Long® 5 4 1 1 4 3 5 4 - - 5 4
Andrew Mohl® 4 4 1 1 3 3 - - 5 5 - -
Paul O'Malley’ 5 5 - - - - - - 2 2 2 2
Mary Padbury 10 10 1 1 - - - - 12 12 1 1
Wendy Stops 10 10 1 1 - - 1 1 12 12 - -
Anne Templeman-Jones 10 10 1 1 9 9 n 1 - - - -
Robert Whitfield 10 10 1 1 10 10 - - - - n n

0N O~ WN

Directors’ shareholdings, share rights and options

The Board also establishes ad hoc Committees for special purpose business from time to time to support the Board in carrying out its responsibilities.
Two concurrent meetings of the Risk, Audit, Nomination and Remuneration Committees have been counted as additional meetings of each committee.
The number of scheduled and unscheduled meetings held during the time the Director was a member of the Board or of the relevant committee.
Professor Genevieve Bell was appointed a member of the Board effective 1January 2019.
Brian Long retired from the Audit Committee, Risk Committee, Nominations Committee and the Board effective 31 December 2018.
Andrew Mohl retired from the Risk Committee, Remuneration Committee and the Board effective 7 November 2018.

Paul O’'Malley was appointed a member of the Board effective 1January 2019 and the Remuneration and Nominations Committees effective 1June 2019.
Committee name changed to People & Remuneration Committee effective 1July 2019.

Particulars of shares and share rights held by Directors including the Chief Executive Officer (CEQ), in the Bank or in a related body
corporate are set out in the Remuneration Report that forms part of this report. No options have been granted to the Directors, including

the CEQO, during the period. No rights or options have been granted to the Directors since the end of the financial year.

Options and share rights outstanding

There are no options over Bank shares on issue as at the date of this report. As at the date of this report there are 1,377,132 share rights
outstanding in relation to Bank ordinary shares and no employee options.
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Directors’ and officers’ indemnity
and insurance

Constitution

The Directors, as named on page 79 of
this report, and the Company Secretaries
of the Bank, referred to below, are
indemnified under the Constitution of the
Commonwealth Bank of Australia (the
Constitution), as are all senior managers
of the Bank.

The indemnity extends to such other
officers, employees, former officers or
former employees of the Bank, or of its
related bodies corporate, as the Directors
in each case determine (each, including
the Directors and Company Secretaries,
is defined as an ‘Officer’ for the purpose
of this section).

The Officers are indemnified on a full
indemnity basis and to the full extent
permitted by law against all losses,
liabilities, costs, charges and expenses
incurred by the Officer as an Officer of
the Bank or arelated body corporate.

Deeds of indemnity

Deeds of Indemnity, which include
indemnification in substantially the same
terms to that provided in the Constitution,
have been executed by the Bank in favour
of each Director of the Bank.

An Indemnity Deed Poll, which includes
indemnification in substantially the same
terms to that provided in the Constitution,
has been executed by the Bank in favour
of each:

e company secretary and senior manager
of the Bank

¢ Director, secretary or senior manager
of arelated body corporate of the Bank

e person who, at the prior formal request
of the Bank or arelated body corporate,
acts as Director, secretary or senior
manager of a body corporate which is
not arelated body corporate of the Bank
(in which case the indemnity operates
only in excess of protection provided by
that body corporate)

e person who, at the request of arelated
body corporate of the Bank, actsas a
member of the compliance committee
of aregistered scheme for which the
related body corporate of the Bank is
the responsible entity.

Key: & Qualifications

In the case of a partly-owned subsidiary

of the Bank, where a Director, company
secretary or a senior manager of that
entity is a nominee of an entity which is not
arelated body corporate of the Bank, the
Indemnity Deed Poll will not apply to that
person unless the Bank’s CEO has certified
that the indemnity will apply to that person.

Insurance

The Bank has, during the financial year,
paid an insurance premium in respect

of a Directors’ and Officers' liability and
company reimbursement insurance policy
for the benefit of the Bank and persons
defined in the insurance policy who include
Directors, Company Secretaries, Officers
and certain employees of the Bank and
related bodies corporate. The insurance

is appropriate pursuant to section 1998

of the Corporations Act 2001 (Cth). In
accordance with commercial practice, the
insurance policy prohibits disclosure of the
terms of the policy, including the nature of
the liability insured against and the amount
of the premium.

Proceedings on behalf of the
Bank

No application has been made under
section 237 of the Corporations Act 2001
in respect of the Bank, and there are no
proceedings that a person has brought or
intervened in on behalf of the Bank under
that section.

Rounding and presentation
of amounts

Unless otherwise indicated, the Bank

has rounded off amounts in this Directors’
report and the accompanying financial
statements to the nearest million dollars
in accordance with ASIC Corporations
Instrument 2016/191.

The financial information included in this
Annual Report has been prepared and
presented in accordance with Australian
Accounting Standards, unless otherwise
indicated. This ensures compliance

with International Financial Reporting
Standards.

The Group manages its business
performance using a “cash basis” profit
measure. The key items that are excluded
from statutory profit for this purpose

are non-recurring or not considered
representative of the Group’s ongoing
financial performance. Profit on an
“underlying” basis is used primarily in

the wealth management businesses.

It provides a profit measure that excludes
returns and revaluations on shareholder
capital invested in the wealth management
businesses and changes in economic
assumptions impacting the insurance
businesses and investment profits on the
annuity portfolio for a measure of core
operating performance.

Company secretaries

Details of the Bank’s Company
Secretaries, including their experience
and qualifications, follow.

Kara Nicholls was appointed Group
Company Secretary of the Bank on

8 January 2019. Kara has extensive listed
company expertise with over 20 years’

of global equity markets, commercial and
corporate governance experience. She
was previously Company Secretary of
Caltex Australia Limited and prior to that
was Company Secretary of Woolworths
Limited, Arrium Limited and Global Head
of Company Secretariat for Macquarie
Capital Funds. Prior to those roles Kara
spent almost six years at the ASX. Kara

is the Chair of Gidget Foundation Australia.
She is a Fellow of the Governance Institute
of Australia (GIA), and a member of the
Australia Institute of Company Directors
and the GIA Legislative Review Committee.

= FGIA, MAICD, B.Bus, MLS, JP.

Kristy Huxtable was appointed Company
Secretary of the Bank on 20 March

2019. Kristy brings extensive corporate
governance and secretariat experience

in financial services, having previously
worked with Suncorp, ING, MLC, Keylnvest
and the ASX. Kristy is a Fellow of the GIA,
and a Member of the Australian Institute of
Company Directors and the GIA Legislative
Review Committee.

= FGIA, MAICD, MBA, Grad.Dip.Corp.
Gov, Grad.Dip.HR.
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Message from the
Remuneration
Committee Chairman

Dear Shareholder

Our strategy is to become a simpler,
better bank to fulfil our purpose of
improving the financial wellbeing of our
customers and the community. We are
well on our way, but there is more to do.
Our remuneration policy, frameworks
and governance have and will continue
to evolve, building on the transformation
commenced in 2017.

The 2019 financial year has been
challenging for the Bank. The Royal
Commission highlighted a number of risk
and reputational issues, and the Group’s
performance overall was significantly
impacted by in-year provisions to
address customer remediation issues.
Remuneration outcomes for the Chief
Executive Officer (CEQ) and Group
Executives directly reflect this context,
with Short-Term Variable Remuneration
(STVR) outcomes below target and
variability reduced as a result of not
achieving shareholder and customer
advocacy results.

Risk and Remuneration Consequences

The Board recognises the important role
that remuneration can play in effectively
managing risk, including emphasising
positive risk culture and supporting

the Group’s approach to consequence
management. The Board reinforces
accountability for poor customer and
risk outcomes through remuneration
consequences.

During the 2019 financial year, we
introduced material enhancements to
increase the rigour and challenge in the

Group’s approach to risk and remuneration,

including improved information to support
the Board’s determination of remuneration
consequences in relation to risk and
reputational matters. Consequences
applied to both current and former
Executives during the 2019 financial

year were:

o Of the 15 Executives eligible for an STVR
award, 14 received in-year reductions in
relation to risk and reputational matters,
including the CEQ.

e The Board exercised discretion to
forfeit all unvested deferred awards
for a former Group Executive, having
regard to the performance outcomes of
their business unit that have resulted in
significant adverse financial, customer,
and reputational impacts.

Strengthening our Remuneration
Approach

In the 2019 financial year we:

¢ Increased the weighting of non-financial
measures in the CEO and Group
Executive performance scorecards,
to provide a more balanced focus
on customer, people, strategic and
shareholder outcomes. As required by
the Enforceable Undertaking agreed
with Australian Prudential Regulation
Authority (APRA), scorecards also
included a significant weighting for
the delivery of the Remedial Action
Plan (RAP).

¢ Fully implemented the recommendations
of the Sedgwick Retail Banking
Remuneration Review within CBA
to drive a focus on better customer
outcomes across customer-facing
employees and their leaders. Financial
measures Now represent a maximum
of 30% of balanced scorecards. Variable
remuneration is capped at 40% of base
remuneration, with the exception of
select home lending specialists.

¢ |Introduced anew STVR approach for
CBA, incorporating a formal assessment
of financial and non-financial risk
measures for pool funding to reinforce
collective accountability.

¢ Adopted clear criteria to assess
the overall effectiveness of our
remuneration policy and practices, with
reviews conducted every two years.

¢ Implemented the Banking Executive
Accountability Regime’s (BEAR)
remuneration requirementsin full.

Renewal of Executive Team

During the 2019 financial year we
welcomed seven new appointments,
bringing a strong mix of local and global
experience across banking, risk, digital
transformation, and leadership of cultural
change.

Securing the best executive talent and
capability is critical to the execution of the
Group’s strategy. The Board determined
thatin order to secure the best talent it
was necessary and appropriate to provide
competitive remuneration packages,
based on a careful assessment of local
and global competitor practices.
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Priorities for the 2020 Financial Year

We will monitor and adjust our
remuneration policy and frameworks for
all employees so they continue to meet
both the spirit and the requirements of
revised regulatory standards, and reflect
evolving community expectations. We will
continue on our path of reinforcing better
risk and customer outcomes through
remuneration that appropriately balances
financial and non-financial performance
measures, enables risk and consequence
management frameworks, and provides
greater transparency to support cultural
change. Further, the introduction of
regular policy effectiveness reviews will
strengthen Board oversight and help to
inform our future remuneration approach.

Remuneration at a glance

CEO remuneration
For the 2019 financial year, the CEO:

¢ Did not receive an increase to Fixed
Remuneration (FR).

e Received an STVR outcome of 68%
of target value and 45% of maximum
value. This outcome of less than half
of the maximum opportunity reflects
assessed performance and an
overall reduction applied to the STVR
outcome as a consequence of his risk
assessment being Partially Met.

¢ Received partial vesting of the 2016
financial year Long-Term Variable
Remuneration (LTVR) award, which
reached the end of its four-year
performance period on 30 June 2019.
The award vested at 24.31% overall, as
aresult of 0% vesting against the relative
Total Shareholder Return (TSR) measure
and 98.5% vesting against relative
customer satisfaction measures.

¢ Received total remuneration of $3.4m
for his first full year in the role.

e Had a maximum variable remuneration
opportunity weighted at 5% for
financial measures and 45% for
non-financial measures.

| will be retiring from the Board at the

end of the year. It has been a privilege to
serve as Chairman of the Remuneration
Committee during a time of considerable
challenge for the Bank. | am pleased that
the Committee, with the full support of the
Board, has made significant progress in
addressing the challenges faced.

While | am retiring, we recognise that
there is stillmuch to do. In that regard,

I am pleased to hand over to Paul O'Malley,
who will be commencing as Chairman of
the People & Remuneration Committee
from 1January 2020.

Thank you for your continued interest,
support and feedback as we continue
to build a simpler, better bank.

Group Executives and CEO ASB
For the 2019 financial year:

e There were no FRincreases for Group
Executives who did not change roles.

e David Cohen did not receive a FR
increase upon appointment to the
Deputy CEOrole.

¢ FRfor the newly appointed Group
Executives and the CEO ASB (Pascal
Boillat, Alan Docherty, Andrew Hinchliff,
Sian Lewis, Angus Sullivan, Vittoria
Shortt and Nigel Williams) are shown
on page 86.

e QOverall there was reduced opportunity
for variability in Group Executive STVR
outcomes, with zero outcomes where
financial/shareholder and customer
advocacy measures did not meet
threshold levels.

e The average STVR outcome for Group
Executives and the CEO ASB (as a % of
maximum) was 44%.

I invite you to review the full remuneration
report.

Sir David Higgins
Remuneration Committee Chairman

% of maximum STVR

2019 2018
financial financial
year year
CEO 45% 0%
Group 31% - 52% 0% - 38%
Executives
(range)
CEO ASB 52% N/A

[E Read more on page 93

LTVR outcomes

The 2016 financial year LTVR award
reached the end of its four-year
performance period on 30 June 2019, with
24.31% of the award vesting as a result of
performance against the LTVR measures.

B Read more on page 96
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Risk and remuneration consequences

The 2018 APRA Prudential Inquiry Report highlighted shortcomings in the way CBA applied remuneration consequences when risk
expectations were not fully met, both individually and collectively.

The Board has been working with management to improve procedures to identify employees who have not fully met the Board’s
expectations of risk behaviours and outcomes, and those employees who exceptionally manage risk.

Over 300 employees were recognised for the way they have positively influenced the risk culture of CBA.

The Code of Conduct is the framework that applies to the management of employee conduct. In the 2019 financial year, there were
1,869 instances of unacceptable conduct, including 18 senior leaders (General Managers and Executive General Managers), with
187 resulting in termination.

As aresult of the improvements made to risk assessment processes to support the annual performance reviews for the 2018 financial
year, 2,462 employees participating in the STVR plan were identified as not having fully met risk expectations and accountabilities
(compared to 1,316 in the prior year). This included 73 senior leaders.

Broadly, STVR outcomes were reduced by a minimum of 10%, ranging to 100%, with 2,331employees assessed as only partially meeting risk
expectations and 131employees rated as failing to meet risk standards. Malus adjustments to deferred variable remuneration were also applied.

Thisis in addition to the remuneration consequences previously applied to reflect individual and/or collective accountability for the
findings of the APRA Prudential Inquiry Report. The total remuneration consequences applied across CBA for the 2017 and 2018
financial years exceeded $100 million.

Key features of CBA's performance and remuneration framework are detailed below, including the enhancements made in the 2019
financial year. ASB is also reviewing its remuneration framework, in light of New Zealand regulatory expectations.

Element Details

Risk culture Improvements made in the 2019 financial year included:

¢ L aunching the new Code of Conduct in September 2018 that specifies the Board’s expectations for how our
people act, solve problems and make decisions. Compliance with the Code is now a part of the values and risk
assessment for all employees.

¢ Introducing a new “Exceptionally Managed” category to the risk assessment rating scale. This provides balance
to the risk assessment so that it is not only punitive, but also promotes and recognises exceptional risk behaviours
and outcomes, and supports positive cultural change.

¢ Updating our values expectations and values assessment process which ensures that STVR outcomes are based
on both what was achieved (key performance indicators) and how it was achieved (values and risk assessment).

Alignment of e Risk scorecards provided the Board with robust and timely information to determine if an appropriate
remuneration consequence should be applied to Group Executive remuneration outcomes for risk and reputation matters. Risk
with prudent scorecards are independently reviewed and challenged by the Group Chief Risk Officer (CRO). The Group CRO’s
risk-taking risk scorecard is independently reviewed and challenged by the Risk Committee Chair.
¢ Risk scorecards were extended to General Managers and now apply to all senior leaders of the organisation
from the 2019 financial year.
¢ Anew Bank-wide approach to funding of the STVR pool was introduced, incorporating an assessment
of financial and non-financial risks in addition to risk-adjusted financial measures (this ensures that all relevant
risks are considered in determining the available STVR pool, as well as reinforcing collective accountability).
e To support the role’s independence, the remuneration mix and weightings of performance measures in the
balanced scorecard for the Group CRO were revised and differ from the other Group Executives, with any
linkages to Group financial outcomes removed.

Risk e Executive risk assessments were discussed at the concurrent meetings of the Remuneration, Risk, Audit and
assessment Nominations Committees as part of the interim and annual performance assessment processes for Executives
process (excluding the CEO ASB).

¢ |nthe 2019 financial year, the Bank sought to improve the rigour and governance of the risk assessment process.

Enhancements included Board approval of:

- Risk scorecard guidance and processes that included the following elements: compliance with audit review
timeframes, the new Code of Conduct, the BEAR accountabilities and assessment of Financial Crime
Compliance behaviours.

- Enhanced guidance to all employees on how to assess risk behaviours and outcomes (including for
Exceptionally Managed outcomes) and the remuneration consequences of not fully meeting risk expectations.

- Transparent communication to all employees of both good and poor risk assessments for the 2018 financial
year and subsequent remuneration outcomes.

- Formal guidance on the application of malus to deferred variable remuneration as a result of a material risk or
misconduct matters.

Malus/ ¢ Malusis the ability to reduce (including to zero) and withhold variable remuneration awards that have been awarded,
Clawback but not vested. CBA has had the ability to apply malus adjustments to unvested deferred variable remuneration
outcomes since 2013. In the 2019 financial year, formal guidance on the application of malus was introduced.
¢ The Board exercised discretion to forfeit all unvested deferred awards for a former Group Executive, having regard
to the performance outcomes of their business unit that have resulted in significant adverse financial, customer,
and reputational impacts.
¢ Clawback will be explored as part of the CEO and Group Executive remuneration strategy and framework review
during the 2020 financial year.
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Appointment arrangements of externally hired Group Executives

The Board recognises that it is vital to secure the best executive talent, including in the areas of risk, digital, cyber security and audit.
In the 2019 financial year, Pascal Boillat, Group Executive, Enterprise Services and Chief Information Officer, and Nigel Williams, Group
CRO, were appointed to the Executive Team. These roles are critical to delivering the Group’s strategy of becoming a simpler, better
bank, and both Group Executives are highly experienced in their relevant fields, and bring global perspectives to the Group.

Pascal leads the technology and operations division of the Group, and is responsible for information technology, cyber security,
technology infrastructure and digital delivery for all divisions across CBA. Pascal brings significant experience from working with
large global organisations, having previously been the Chief Information Officer for Deutsche Bank.

Nigel brings extensive banking experience, both local and global, including his previous role as CRO of ANZ Banking Group Limited.
As Group CRO, Nigel's role is crucial to developing and embedding risk frameworks and re-building trust with relevant regulatory
authorities.

To secure these Group Executives, the Board determined that it was necessary and appropriate to provide:
o Competitive remuneration packages, with consideration of internal peers and external market comparators.

¢ Awards to compensate for unvested awards granted by their former employers and forfeited upon termination of their previous
employment. The quantum and vesting schedule of these were determined based on:

- Forfeited unvested award value, with specific consideration given to any performance conditions. A discount was applied
considering the vesting likelihood of any performance-based awards where applicable; and

- Vesting schedule broadly aligning to the forfeited awards’ schedule.
¢ Relocation benefits to support their relocations to Sydney. Further detail is provided on pages 97 and 98.
The table below outlines the awards offered:

Executive Grant date Grant details Vesting schedule Vesting conditions
Pascal Boillat 10October 2018 82,660 deferred shares Vesting in six tranches Subject to:

(indicative value of $5.86m). between April 2019 and e Conti )

ontinued employment;
.- o . March 2023.

Eligible for dividends paid e Boardrisk and reputation

on deferred shares during I ——

the vesting period. ’

® Malus provisions.

Nigel Williams 5 November 2018 43,112 deferred shares Vesting in four tranches

(indicative value of $2.95m). between January 2019

and November 2021.

Eligible for dividends paid
on deferred shares during
the vesting period.

Exit arrangements

The table below outlines the exit arrangements for Group Executives during the 2019 financial year. Further detail is provided on
pages 97 and 98:

Executives Exit arrangements

Coen Jonker ® Paymentin lieu of balance of notice period.

(ceased on 31Dec 18) ® Provision of benefits required by law, mobility and repatriation benefits on ceasing employment and

severance pay for past services in accordance with his employment agreement (six months FR).

e FEligible for pro-rated 2019 financial year STVR award'. Not eligible for 2019 financial year LTVR award.
Unvested deferred STVR and LTVR awards remain on-foot?.

Melanie Laing ® Paymentin lieu of balance of notice period.

(ceased on 31Jul 18) ® Provision of benefits required by law, additional long service leave accrued based on past service and

agreed legal costs (capped) related to termination.

e Not eligible for 2019 financial year STVR or LTVR award. Unvested LTVR awards remain on-foot?.

Anna lLenahan ® Provision of benefits required by law.

(ceased on 30 Jun19) e Eligible for 2019 financial year STVR'. Unvested deferred STVR and LTVR (including 2019 financial year
LTVR awarded in November 2018) remain on-foot?.

1 Inline with the BEAR, for any payment determined and paid in ordinary course (subject to performance and Board risk and reputation review),
60% of any award will be paid in cash and remaining 40% deferred as cash vesting four years after the decision is made to make the relevant grant.
2 No accelerated or automatic vesting upon ceasing employment. The on-foot awards will have performance measured in the ordinary course at the
end of the performance period related to each award. Final outcomes will be subject to performance, and Board risk and reputation review.
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Remuneration received by current Executives during the 2019 financial year

The remuneration outcomes table below provides a summary of the remuneration that was received by current Executives in

their Key Management Personnel (KMP) roles during the 2019 financial year. We believe that presenting this information provides
shareholders with greater clarity and transparency of Executive remuneration. This table differs from the statutory remuneration table
on page 97, which presents remuneration in accordance with accounting standards (i.e. on an accruals basis).

Remuneration received by current Executives during the financial year ended 30 June 2019:

Cash a) FR: Base remuneration plus superannuation (for Vittoria Shortt, contributions are made in line with the KiwiSaver employer contribution
payments requirements) paid for the period as KMP. For Alan Docherty, this includes the cash allowance paid to him during his acting period.

b) Cash STVR: 50% (60% for the CEO ASB) of the 2019 financial year STVR (relates to performance during the 12 months to 30 June 2019).

Vesting d) Deferred equity awards: The value of all equity awards (STVR, LTVR or sign-on awards) that vested during their period as KMP plus
of prior any dividends accrued during the deferral period. The value shown is the face value (i.e. based on the volume-weighted average
year awards closing price (VWACP) of the Group’s ordinary shares over the five trading days preceding the vesting date).

Awards f) Previous years’ awards forfeited or lapsed: The value of all unvested deferred equity awards that were forfeited or lapsed
forfeited during the 2019 financial year as the performance, risk and reputation or service conditions were not met.

or lapsed

All remuneration presented in this reportis in Australian Dollars.

Previous years’
Total cash Deferred equity Total remuneration awards forfeited
FR Cash STVR payments awards' received orlapsed
a b c=a+b d e=c+d f
CEO
Matt Comyn
30Jun19 2,200,000 747,450 2,947,450 464,108 3,411,558 (1,270,151)
30Jun18 1,315,949 - 1,315,949 1,529,923 2,845,872 (653,185)
Current Executives
Adam Bennett
30Jun19 1,049,580 244,684 1,294,264 372,984 1,667,248 (562,884)
30Jun18 1,049,580 225,988 1,275,568 280,480 1,556,048 -
Pascal Boillat?
30 Jun 19 (effective 10ct 18) 1,121,918 353,825 1,475,743 1,052,765 2,528,508 -
David Cohen?®
30Jun19 1,200,000 348,218 1,548,218 405,514 1,953,732 (1,109,864)
30Jun18 1,200,000 261,300 1,461,300 1,377,033 2,838,333 (687,842)
Alan Docherty*
30Jun19 945,277 291,296 1,236,573 233,096 1,469,669 -
30 Jun 18 (effective 14 May 18) 98,630 51,966 150,596 - 150,596 (41,820)
Andrew Hinchliff®
30 Jun 19 (effective 1 Aug 18) 915,068 302,888 1,217,956 378,283 1,596,239 -
AnnaLenahan
30Jun19 865,000 332,809 1,197,809 719,170 1,916,979 -
30Jun18 865,000 249,120 1,114,120 260,418 1,374,538 -
Sian Lewis®
30 Jun 19 (effective 1 Aug 18) 754,932 260,829 1,015,761 223,942 1,239,703 -
Vittoria Shortt”
30 Jun 19 (effective 1Jul 18) 965,550 940,777 1,906,327 309,688 2,216,015 (345,461)
Angus Sullivan®
30Jun19 1,050,000 374,500 1,424,500 409,280 1,833,780 -
30 Jun 18 (effective 9 Apr 18) 114,909 78,641 193,550 - 193,550 (67,857)
Nigel Williams®
30 Jun 19 (effective 5 Nov 18) 945,479 276,819 1,222,298 1,294,553 2,516,851 -

1 Deferred equity awards: This reflects the portions of the 2015 financial year LTVR award (performance period ended 30 June 2018), and the 2015, 2016 and
2017 financial year deferred STVR awarded under Executive General Manager arrangements that vested in 2019 financial year. For Pascal Boillat, Anna Lenahan
and Nigel Williams, this reflects the portion of their sign-on awards that vested in the 2019 financial year.

2 Pascal Boillat was appointed as KMP effective 10ctober 2018, therefore no prior year comparison is shown.

3 David Cohen was appointed as Deputy CEO effective 5 November 2018. 2019 financial year remuneration reflects his time in both the Group CRO role (1July 2018
to 4 November 2018) and Deputy CEO role (5 November 2018 to 30 June 2019). Prior year comparison reflects remuneration for his prior role as Group CRO.

4 Alan Docherty was appointed as Group Executive, Financial Services and Chief Financial Officer effective 15 October 2018. 2019 financial year remuneration
reflects his time in both the Acting Group Executive, Financial Services and Chief Financial Officer role (1July 2018 to 14 October 2018) and Group Executive,
Financial Services and Chief Financial Officer role (15 October 2018 to 30 June 2019). Prior year comparison reflects remuneration for his prior part year KMP
role, Acting Group Executive, Financial Services and Chief Financial Officer.

5 Andrew Hinchliff was appointed as KMP effective 1 August 2018, therefore no prior year comparison is shown.

6 Sian Lewis was appointed as KMP effective 1 August 2018, therefore no prior year comparison is shown.

7 Vittoria Shortt was determined as KMP in the CEO ASB role effective 1July 2018. No prior year comparison is shown as she ceased as KMP in her previous role
of Group Executive, Marketing and Strategy on 2 February 2018. In addition to the $28,123 KiwiSaver that forms part of Vittoria Shortt's FR, an additional payment
of $28,223 is payable on her cash STVR component.

8 Angus Sullivan was appointed as Group Executive, Retail Banking Services effective 1July 2018. Prior year comparison reflects remuneration for his prior part
year KMP role, Acting Group Executive, Retail Banking Services (from 9 April 2018 to 30 June 2018).

9 Nigel Williams was appointed as KMP effective 5 November 2018, therefore no prior year comparison is shown.
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Definitions

This remuneration report details the performance and remuneration of KMP for the 2019 financial year. KMP is defined as persons
having authority and responsibility for planning, directing and controlling the activities of an entity, directly or indirectly, including any
Director (whether executive or otherwise) of that entity.

The Board has determined that the CEO ASB role should be considered a KMP role from 1July 2018, given ASB's key part in delivering
the Group’s strategy and important contribution to the Group more broadly.

The following terms are used throughout this report to describe different groups of KMP.

Term Meaning

Executives Collective term referring to the individuals in the following executive groups: CEO, Group Executives,
CEO ASB and Other Executives

CEO Managing Director and Chief Executive Officer

Group Executives

All permanent Executives, excluding the CEO, CEO ASB and Other Executives (as defined below)

CEOASB

Chief Executive Officer of ASB Bank Ltd

Other Executives

Excludes the CEO, Group Executives and CEO ASB

Includes Michael Venter (Chief Operating Officer Wealth Management) and all Acting Group Executives

Non-Executive Directors

KMP who are not Executives

1. Key Management Personnel
The table below outlines the Group’s KMP in the financial year ended 30 June 2019.

Name Position Term as KMP
Chairman
Catherine Livingstone AO Chairman Fullyear
Current Non-Executive Directors
Shirish Apte Director Full year
Genevieve Bell Director (from 1January 2019) Part year
David Higgins Director Full year
Paul O'Malley Director (from 1January 2019) Part year
Mary Padbury Director Full year
Wendy Stops Director Full year
Anne Templeman-Jones Director Full year
Robert Whitfield Director Fullyear
Former Non-Executive Directors
Brian Long Director (ceased as KMP on 31December 2018) Part year
Andrew Mohl Director (ceased as KMP on 7 November 2018) Part year
Managing Director and CEO
Matt Comyn Managing Director and Chief Executive Officer Full year
Current Executives
Adam Bennett Group Executive, Business and Private Banking Fullyear
Pascal Boillat Group Executive, Enterprise Services and Chief Information Officer (from 1October 2018) Part year
David Cohen' Deputy Chief Executive Officer (from 5 November 2018) Full year
Alan Docherty? Group Executive, Financial Services and Chief Financial Officer (from 15 October 2018) Fullyear
Andrew Hinchliff Group Executive, Institutional Banking and Markets (from 1 August 2018) Part year
Anna Lenahan?® Group General Counsel and Group Executive, Group Corporate Affairs Full year
Sian Lewis Group Executive, Human Resources (from 1 August 2018) Part year
Vittoria Shortt* Chief Executive Officer, ASB Full year
Angus Sullivan Group Executive, Retail Banking Services Full year
Nigel Williams Group Chief Risk Officer (from 5 November 2018) Part year
Former Executives
George Confos Acting Group Executive, Institutional Banking and Markets (ceased as KMP on 31July 2018)  Part year
Coen Jonker Group Executive, International Financial Services (ceased as KMP on 31 December 2018) Part year
Melanie Laing Group Executive, Human Resources (ceased as KMP on 31 July 2018) Part year
Paul Newham Acting Group Executive, Enterprise Services and Chief Information Officer (ceased as Part year
KMP on 30 September 2018)
Michael Venter Chief Operating Officer Wealth Management (ceased as KMP on 2 December 2018) Part year

1 David Cohen was the Group CRO from 1July 2018 to 4 November 2018 and the Deputy CEO from 5 November 2018 to 30 June 2019.

2 Alan Docherty was acting in the Group Executive, Financial Services and Chief Financial Officer role from 1July 2018 to 14 October 2018.
3 Annalenahan retired from the Group on 30 June 2019.

4 The CEO ASB role has been determined to be KMP as of 1July 2018.
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2. Executive remuneration framework

CEO and Group Executives

The below diagram illustrates the remuneration framework that applied to the CEO and Our reﬁration
Group Executives during the 2019 financial year. The Remuneration Committee undertook framework, including
acomprehensive review of the CEO and Group Executive remuneration framework during T Ty S ————Y
the 2019 financial year and determined to not make any material changes to the existing deferral for all Executives

framework effective for the 2020 financial year. meets the BEAR

A further review of the CEO and Group Executive remuneration framework will be undertaken requirements.

during the 2020 financial year incorporating new guidance set by our regulators. The review
aims to ensure that our remuneration framework continues to support our remuneration
principles outlined below.

OUR REMUNERATION PRINCIPLES

w O 5 %

Aligned with Market competitive Reward Recognise the role Simple and Reflect the Group’s
shareholder value  to attract and retain sustainable of non-financial transparent strategy and values
creation high-calibre talent outperformance driversin longer-

and discourage term value creation
poor performance

OUR REMUNERATION FRAMEWORK AND OUTCOMES REFLECT OUR VALUES

We do what is right We are accountable We are dedicated We pursue excellence We get things done
to service
FR STVR (at risk) LTVR (at risk)
Rationale  Provides market Rewards annual performance, providing Focuses efforts on achieving longer-term superior
competitive remuneration  specific focus on strategic priorities. performance for key stakeholder groups - customers,

to attract and retain
high quality talent whilst
reflecting role size and
accountabilities.

The values and risk and reputation the community, our people and shareholders.

outcome modifiers reward for the way the ~ Rewards participants for the creation of sustainable

Group achieves performance outcomes. long-term shareholder value and driving positive
culture and engagement across the Group, and
re-building trust with our customers and the

community.
Structure  Base remuneration and 50% 25% 25% Rights to shares with no dividend equivalent
superannuation. paid as deferredinto deferredinto  payments, vesting subject to performance over
cash equity for equity for a four-year period.
one year two years
Approach e« Reviewed annually ¢ Quantum: * Quantum: Maximum face value allocation of
against peer group - Target opportunity of 100% of FR 180% of FR (150% for Group CRO), vesting is
remuneration (75% of FR for Group CRO). subject to performance measures and Board
disclosures. _ Maximum opportunity of 150% of risk and reputation review.
» Primary peer group is FR (112.5% of FR for Group CRO). » Performance measures:
the other three major - Relative TSR (75%); trust and reputation (12.5%);

+ Performance measures: Financial

Australian banks.
(30%; 10% for Group CRO) and

and employee engagement (12.5%).

non-financial measures (70%; 90% for - Apositive TSR gateway applies to the trust
Group CRO), being customer, people and reputation and employee engagement
and strategic measures, including measures.
delivery of the RAR. - Relative TSR is measured against a peer

« Modifiers: Performance outcomes group made up of the 20 largest companies
subject to Board assessment on the ASX by market capitalisation, excluding
of demonstration of values, risk resources companies, and CBA.

and reputation.

All variable remuneration is subject to Board risk and reputation review and malus consideration.

Mandatory shareholding requirement: Group Executives must accumulate CBA shares equal to 200% of FR
(300% of FR for the CEO) over a five-year period from the date of their appointment to the respective roles.
More detail on Executive shareholding is provided in on page 90.
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CEO and Group Executive target remuneration mix

The following diagrams illustrate the target remuneration mix for the CEO and Group Executives. For the CEO and Group Executives
(excluding the Group CRO), approximately three-quarters of target remuneration is variable and at risk. The Group CRO’s remuneration
mix has a greater emphasis on FR than variable remuneration compared to other Group Executives to support the role’s independence
from the Group’s business activities.

CEO and Group Executive target remuneration mix Group CRO target remuneration mix
(excluding Group CRO)

26% 13% 13% 48% 31% 1.5% 11.5% 46%
[ [
Variable remuneration (74%) Variable remuneration (69%)
FR Cash STVR [ Deferred equity STVR Maximum face value LTVR
CEO ASB

As required by New Zealand legislation, the CEO ASB is employed by ASB. The Appointments and Remuneration Committee (ARC)
of the ASB Board advises and makes recommendations to the ASB Board regarding the CEO ASB's performance and remuneration
arrangements, including structure, targets and outcomes.

For the 2019 financial year the following arrangements apply to the CEO ASB:

» Total remuneration consists of FR (includes base remuneration and KiwiSaver) and STVR (not eligible for LTVR). KiwiSaver is payable
onall STVR cash components. Total remuneration is intended to be market competitive when compared against New Zealand major
banking peers.

e STVR scorecard performance measures broadly align with Group Executives and are determined by the ASB Board at the beginning
of the financial year. At year end, the ASB Board determine a performance rating (Needs Improvement; Inconsistent Performance;
Valued Contribution; Higher Impact or Exceptional Achievement) based on quantitative and qualitative inputs. A values and
behaviours assessment, and risk assessment (based on an Executive Risk Scorecard) are modifiers used to determine outcomes,
consistent with the process for Group Executives.

e The process for determining the CEO ASB’s STVR outcome differs from Group Executives and is specific to the ASB business.
ASB operates its own discretionary annual variable remuneration plan. Outcomes under that discretionary plan are determined using
a combination of company and individual performance outcomes as illustrated below:

CEO ASBSTVR STVR pool/ASB Individual performance A a
A ] o Distribution factor
reference value performance multiplier multiplier
75% at threshold
X 125% at target X 100% at target X
0, Of — 0,
120%of base salary 150% at maximum 180% at maximum 85%-100%
Based on NPAT and PACC

1 The ASB ARC has the discretion to adjust pool funding outcomes based on non-financial factors (including customer and risk) together with peer relative
financial performance.

2 The ‘distribution factor’ applied depends on individual performance outcomes across all ASB employees who participate in the STVR plan, to ensure payments
can be funded within the available pool.

From 1July 2019, the ASB Board has determined that the CEO ASB’s remuneration structure will more closely align to the Group
Executives, including the incorporation of an LTVR component and reduction in STVR opportunity. For the 2020 financial year the
following arrangements apply to the CEO ASB:

¢ No change to FR which will continue to be comprised of base remuneration and KiwiSaver on base remuneration. STVR of 100%
of FR at target and 150% at maximum. KiwiSaver is payable on all cash components of STVR. STVR is based on ASB performance
measures. 50% of any STVR will be deferred in restricted shares and vest equally over two years, and 50% payable in cash. LTVR of
180% of fixed remuneration. LTVR will be based 50% on Group relative TSR, 25% relative ASB trust and reputation and 25% absolute
employee engagement.

The CEO ASBiis subject to the Group’s mandatory shareholding requirement, whereby CBA shares equal to 200% of FR must be
accumulated over a five year period from 1July 2018.

Other Executives

While acting in Group Executive roles during the 2019 financial year, George Confos (1July 2018 to 31 July 2018), Alan Docherty (1 July 2018
to 14 October 2018) and Paul Newham (1 July 2018 to 30 September 2018) each received a cash allowance to recognise the additional
accountability and responsibilities of their respective roles. This cash allowance ceased at the conclusion of their acting role appointments.

The STVR for Other Executives is calculated as a percentage of base remuneration (before superannuation). Two-thirds of their STVR
is paid in cash and the remaining one-third is deferred into equity that vests in three equal tranches over three years.

For the period they were Accountable Persons, deferred remuneration requirements under the BEAR were met. 60% paid in cash and
40% deferred into equity for four years (unless the de minimis threshold of $50,000 applies).

Other Executives did not participate in the LTVR plan during the 2019 financial year.
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3. CEO, Group Executives and CEO ASB mandatory shareholding requirement

The following table presents the position of the CEO, Group Executives and CEO ASB against the mandatory shareholding requirement
as at 30 June 2019:

Current shareholding Shareholding requirement Position against
Executive (% of FR)! (% of FR) requirement and deadline
Matt Comyn 183% 300% Below -9 Apr 2023
Adam Bennett 190% 200% Below - 12 Jan 2020
Pascal Boillat 329% 200% Meets
David Cohen 359% 200% Meets
Alan Docherty 2% 200% Below - 15 Oct 2023
Andrew Hinchliff 114% 200% Below - 1Aug 2023
AnnalLenahan 185% 200% Below - 28 Nov 2021
Sian Lewis 70% 200% Below - 1TAug 2023
Vittoria Shortt 113% 200% Below - 1Jul 2023
Angus Sullivan 105% 200% Below - 1Jul 2023
Nigel Williams 217% 200% Meets

1 Represents percentage of full-year contractual FR (based on CBA closing share price on 30 June 2018 of $72.87). Shareholdings include fully paid ordinary
CBA shares and unvested equity awards with service based hurdles held by the Executive and/or certain related parties.

4. Performance and remuneration outcomes

Remuneration varies with short and long-term performance outcomes
Group financial performance

The graph and table below shows the link between CEO and Group Executive remuneration outcomes and the Group’s financial
performance over the past five financial years (including the 2019 financial year).

STVR scorecard measure LTVR relative TSR measure
Group Cash NPAT Group PACC Share price as at Dividends per share TSR: 4-year period
($M) ($M)? 30 Jun ($)? ($) to 30 Jun (%)
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1 Group Cash NPAT includes discontinued operations.
2 Due to methodology changes, comparatives for Group Profit after Capital Charge (PACC) have only been provided for the 2016, 2017, 2018 and 2019 financial years.
3 CBA opening share price on 1July 2014 was $80.65.

Remuneration outcomes 30 Jun 15 30 Jun 16 30 Jun 17 30 Jun 18 30 Jun 19
STVR outcome (average % of maximum) 78% 75% 0% 19%? 44%
LTVR vesting outcome (% of maximum) 86% 20% 67% 24% 24%

1 The STVR outcomes for the CEO and Group Executives were adjusted downwards to zero, reflecting collective accountability for the overall reputation of the
Group and risk and reputation matters.

2 Asaconsequence of the APRA Prudential Inquiry Report, the Board applied a negative adjustment of 20% to the 2018 financial year performance scorecard
outcomes for each current Group Executive and assessed individual risk outcomes as Partially Met to reflect collective accountability for the APRA Prudential
Inquiry Report findings. Further negative risk adjustments to STVR outcomes were also made to reflect individual accountability relating to the individual for other
risk and reputation matters separate from the APRA Prudential Inquiry Report findings.
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Short term variable remuneration
2019 financial year STVR award - key features

The table below outlines key features of the 2019 financial year STVR award for the Executives. Refer to page 103 for treatment of STVR
on cessation of employment.

Features

Approach

Purpose

Reward annual performance, with balanced focus on customer, people, strategic and shareholder outcomes, incorporating both
risk and reputation and values assessments. Recognises both the “how” and the “what” of performance.

Participants

All Executives

(0] tunit
pporiuntty Executives Target STVR Maximum STVR
CEO and Group Executives (excluding Group CRO) 100% of FR 150% of FR
Group CRO 75% of FR 112.5% of FR
CEO ASB 150% of base remuneration’ 324% of base remuneration
Other Executives? n/a 130% - 170% of base remuneration
1 Assumes ASB STVR poolis at target.
2 Where STVR maximum % is specified.
CEO and Individual STVR outcomes are determined on the basis of Group (or ASB for the CEO ASB) performance and individual
Executive performance through a balanced scorecard. The performance measures chosen support the delivery of the Group’s strategy
performance and reflect a mix of financial and non-financial outcomes to provide a balanced assessment of performance.
measures and Weighting of the financial/shareholder measure was reduced for the CEO and Group Executives to 30% to support a more
weightings o ) . ; . ;
balanced performance focus. Scorecard weightings cover financial/shareholder and non-financial measures linked to Group
and business unit targets, and vary by role.
Financial/ Non-Financial
Role! Shareholder (split between customer, people and strategy)
CEO and Group Executives (excluding Group CRO) 30% 70%
Group CRO 10% 90% (40% is weighted towards delivering future
fit risk management)
CEO ASB 40% 60%
1 For the Other Executives, weightings vary by individual with consideration to their business unit and/or support function priorities.
Modifier(s) Once the balanced scorecard has been assessed and performance outcomes have been determined, that outcome is subject to
the following modifiers:
® Values: the Board' has the discretion to adjust Executive STVR outcomes upwards or downwards including to zero where appropriate.
¢ Risk and reputation: the Board' has the discretion to adjust Executive STVR outcomes downwards including to zero where
appropriate.
1 ‘Board’is to be read as ASB Board in respect of discretion for the CEO ASB’s STVR outcomes.
Calculation STVR awards for the CEO and Executives' (excluding the CEO ASB) are calculated as follows:
of awards
Opportunity Unadjusted outcome Modifiers Adjusted outcome
- Values
FRS$ X TSa_ll_'g/leqt « Performance _ Value of adjusted
Uity 9% scorecard result %? STVRaward $
opportunity % > Risk and reputation
1 Maximum STVR opportunity for Other Executives (where there is a specified maximum %).
2 The Board retains discretion to adjust scorecard outcomes.
Deferral e CEO and Group Executives': 50% of the STVR award is deferred and delivered in deferred shares that vest in equal tranches

over one and two years.
e CEO ASB: 40% of the STVR award is deferred and delivered in deferred shares that vest after four years.

® Other Executives: One-third of the STVR award is deferred and delivered in deferred shares that vest in equal tranches over
one, two and three years'.

All deferred STVR awards are subject to applicable Board (or ASB Board for CEO ASB) risk and reputation review prior to vesting.
Please see page 103 for an overview of the treatment of deferred STVR awards on termination.

1 For the period they were Accountable Persons, deferred remuneration requirements under the BEAR were met for former Executives.
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STVR performance outcomes in the financial year ended 30 June 2019 - CEO
The Board’s assessment of the CEO'’s performance in the 2019 financial year is outlined below.

Key:

e =Actual result
Threshold

Target

Above expectations

50% - Board assesses CEO has met the threshold level of performance.
100% - Board assesses CEO has met the expected performance level in all aspects.
150% - Board assesses CEO has substantially exceeded the expected performance level.

Above % of STVR % of STVR

Threshold Target Expectations target maximum
" . " (100%  (150%
Measure Weighting % 50% 100% 150% of FR) of FR) Commentary
Performance scorecard
Financial/Shareholder
Group cash 5% ® 0% 0% ° Below threshold in Group cash NPAT (including discontinued operations)
NPAT 0 ° °  (Target:$10,134m, Actual: $8,706m).
Group underlying o e Below threshold in Group underlying PACC (Target: $6,348m,
° 0 0
PACC 15% 0% 0% Actual $4,333m).
Customer
NPS outcomes
;%rdcgggiﬁgsesr 5% ® 0% 0% ° ConsumerandBusiness NPSresults were below target (Consumer
i i i Target +2, Actual -10, Business Target -15, Actual -22.4).
customers
(six-month rolling)
: : e Personal leadership and focus on complaints management across the
i : ; G .
Complaints 5% o § 5% 3% roup , ‘
remediation : : ® Strong progress on open aged complaints and external dispute
resolution complaints.
People
® Strong personal leadership and visibility in the organisation has contributed
to restoring employee confidence and greater risk awareness.
Group people * Employee engagement levels stabilised in April 2019 survey in a
measure results i challenging environment, and strong increase in employee connection
(culture, talent, 10% e 13% 8% with the Group’s purpose was evidenced.
diversity, safety : e Executive Team refresh, including key talent in senior leader population
and wellbeing) (particularly Risk, Digital, and Information Security roles).
e Zeronon-conformance recorded in 2019 external Health and Safety self
insurance audit.
Strategy
e Developed and implemented Better Risk Outcomes Program (BROP)
Progress on H H to address APRA Prudential Inquiry Report recommendations and
and quality of deliver on the RAP.
; . 30% : 30% 20%
implementation ° . i ? e Independent reviewer, Promontory, assessed the RAP delivery
of the APRA RAP “on track”, with strong leadership support. As at 30 June 2019,
48% of milestones have been delivered in line with the schedule.
® Focused organic capital generation through performance and capital
discipline.
e Sale of Colonial First State Global Asset Management to MUFG Bank Ltd
Progress on delivering significant value to the Group.
the delivery of ® Better for You initiatives improved CBA brand sentiment.
Group Strategic H ® Continued execution on complex divestment of Wealth business,
Priorities 20% o 28% 19% including Colonial Mutual Life Assurance Society Limited.
(including. ] * New Group Regulatory Engagement Standard embedded, requiring
shared priority more open and transparent approach to engaging with regulators.
dashboard) ® Group-wide Simplification Program established to drive cost reduction
and create capacity to invest in our core.
® |ndustry-leading digital customer experience and security, with banking
app rated best in the Australia and third best globally.
Overall STVR CEO outcome 76% 50%
STVR modifiers
® Extensive and positive engagement across a range of stakeholders
) No (political, regulatory, customer and investor).
Val E t Ity Dr trated :
alues HEsHOnEL BENTOISaLe adjustment e | edthe establishment and embedding of new Purpose, Values,
Code of Conduct and ‘Should We'.
® Reputational impacts arising from Royal Commission.
0% ® Substantialimprovement in identification, management and governance
Risk and reputation Partially Met VT of non-financial risk.
® Strong progress on risk culture maturity, including through launch of
Better Bank Leadership Program, however remains an ongoing focus.
Overall adjusted STVR CEO outcome 68% 45%
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STVR performance outcomes in the financial year ended 30 June 2019 - Executives

The following table provides the 2019 financial year STVR outcomes for Executives for the period they were KMP. The minimum
potential outcome is zero.

STVRactual STVR actual actuaSI:\sI:
as a % of % of STVR
STVR target Total Cash Deferred STVR target maximum
$ $ $ $ % %
CEO
Matt Comyn 2,200,000 1,494,900 747450 747450 68% 45%
Current Executives
Adam Bennett 1,049,680 489,368 244,684 244,684 47% 31%
Pascal Boillat! 1121918 707,650 363,825 363,825 63% 42%
David Cohen? 1,200,000 696,436 348,218 348,218 58% 39%
Alan Docherty? 908,527 582,692 291,296 291,296 64% 46%
Andrew Hinchliff! 915,068 605,776 302,888 302,888 66% 44%
AnnaLenahan 865,000 554,681 332,809 221,872 64% 43%
Sian Lewis' 754,932 521,658 260,829 260,829 69% 46%
Vittoria Shortt* 1,406,141 1,567,962 940,777 627185 2% 52%
Angus Sullivan 1,050,000 749,000 374,500 374,500 71% 48%
Nigel Williams' 709,110 553,638 276,819 276,819 78% 52%
Former Executives
George Confos®® n/a 70,951 47,301 23,650 n/a n/a
Coen Jonker® 462,361 299,008 179,405 119,603 65% 43%
Paul Newham>¢ 245,753 188,002 112,801 75,201 n/a 7%
Michael Venter5® 456,221 222,636 133,682 89,054 n/a 49%

1 Newly appointed Executives’ STVR awards reflects their time in the role. Pascal Boillat (1 October 2018 to 30 June 2019), Andrew Hinchliff (1 August 2018
to 30 June 2019), Sian Lewis (1 August 2018 to 30 June 2019) and Nigel Williams (5 November 2018 to 30 June 2019).

2 David Cohen was appointed to the Deputy CEO role effective 5 November 2018. His STVR target reflects his time in both the Group CRO role (1 July 2018
to 4 November 2018) and Deputy CEQ role (5 November 2018 to 30 June 2019).

3 Alan Docherty was acting in the Group Executive, Financial Services and Chief Financial Officer role before being appointed to the role permanently effective
15 October 2018. The values in the table above reflects his time in both acting (1July 2018 to 14 October 2018) and permanent (15 October 2018 to 30 June 2019)
appointments. Note, while acting in the role, Alan’s STVR maximum was 130% of base remuneration.

4 As detailed on page 89, for the 2019 financial year Vittoria Shortt only participated in the STVR plan and was not eligible for LTVR. STVR target represents the
reference value of 120% of base salary multiplied by ASB STVR pool multiplier at target (125%). From 1July 2019, the CEO ASB's remuneration structure will
more closely align to the Group Executives (including incorporation of a LTVR and reduction in STVR opportunity).

5 Other Executives’ STVR target shown above reflects their STVR maximum (excluding George Confos). Paul Newham'’s and Michael Venter's STVR maximum
is 170% of base remuneration. George Confos’ arrangement does not specify an STVR target and/or maximum.

6 Former Executives’ remuneration reflects their time in the KMP role. George Confos (1July 2018 to 31 July 2018), Coen Jonker (1July 2018 to 31 December 2018),
Paul Newham (1July 2018 to 30 September 2018) and Michael Venter (1July 2018 to 2 December 2018).
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Long term variable remuneration
2019 financial year LTVR award - key features

The table below outlines key features of the 2019 financial year LTVR for the CEO and Group Executives. Refer to page 103 for treatment
of LTVR on cessation of employment.

Features Approach

Purpose To align participants with achievement of superior performance for key stakeholder groups - being customers, the
community, our people and shareholders. The LTVR aims to support creation of sustainable long-term shareholder
value, drive positive culture and engagement in the Group, and re-build trust with our customers and the community.

Participants CEO and Group Executives.

Opportunity The maximum face value of LTVR that can be granted for the CEO and Group Executives, excluding the Group CRO,
is 180% of FR. The maximum face value of LTVR that can be granted for the Group CRO is 150% of FR.

The minimum potential outcome value is zero.

Performance period Four years from 1July 2018 to 30 June 2022.
Instrument Rights - each right entitles the participant to receive one CBA share, subject to meeting performance measures.
Allocation approach Maximum face value allocation approach. The number of rights granted are calculated as follows for the CEO and Group
Executives:
. Share price
FR (@t tlmg of grant) X 180%' + (no discount applied) = Number of rights
$

Share price: The share price used was the Volume Weighted Average Price of CBA's ordinary shares over the five trading
days up to 1July 2018.

1 150% for the Group CRO

Dividend payments No dividends or dividend equivalent payments are provided onrights.

Board discretion The total LTVR award is subject to Board risk and reputation review prior to vesting, and can be reduced to zero.

The Board has discretion to determine that some or all of the award will lapse in certain circumstances (malus), including
where, in the opinion of the Board:

® the vesting of rights is not justified or supportable, having regard to the participant’s performance and/or conduct,
the performance of the business unit or function (as relevant having regard to the participant’s accountability or role),
or the overall Group performance

® the vesting of rights willimpact on the financial soundness of the Group or a member of the Group

® asignificant unexpected or unintended consequence or outcome has occurred, including where original expected
performance outcomes have not been realised.

Performance measures Approach

75% TSR (relative) Peer group

® TSR measures acompany’s share price ® The peer group is made up of the 20 largest companies on the ASX by market capitalisation
movement, dividends paid and any return at the beginning of the performance period, excluding resources companies, and CBA'.

on capital over a specific period. e This cross-industry peer group has been chosen as it represents the typical portfolio

e Relative TSR compares the ranking of CBA of companies in which CBA's shareholders invest, and so provides valid benchmarks
TSR over the performance period with the for measuring against the CBA's TSR.
TSR of other companies in a peer group.

Vesting framework
Reason for selection: Provides a direct link

between Executive reward and shareholder Peer group ranking Vesting %
returns, for alignment with our shareholders.

At the 75th percentile or higher 100%

Between the median and 75th percentile Pro-rata vesting from 50% to 100%

At the median 50%

Below the median 0%
Calculation of results

Each company in the peer group will be given a percentile ranking based on the growth
inits TSR over the four-year performance period.

TSR outcomes are calculated by an independent provider, Orient Capital.
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Performance measures

Approach

Subject to positive TSR gateway

12.5% Trust and reputation (relative)

® Measured against the independent
RepTrak® pulse score survey conducted
by the Reputation Institute, which uses a
set of four equally weighted questions to
test the trust, respect and admiration a
respondent has for a particular company.
Our score over the performance period is
compared with the performance over the
same period of a peer group.

® The RepTrak® pulse score survey is
conducted quarterly.

Reason for selection: The Board
recognises the critical importance for the
Group and the industry of rebuilding and
improving the trust of customers and the
broader community. This is a key factor in

enhancing long-term financial performance

and value to shareholders.

Peer group

® The peer group of the 16 largest consumer-facing companies listed on the ASX by market
capitalisation at the beginning of the performance period, excluding resource companies,
companies that are not familiar to the general public, companies that do not operate
nationally, and CBAZ.

® This cross-industry peer group has been chosen to ensure that the CBA focuses
on delivering trust and reputation outcomes that are among the best in class for all
customer-focused industries, not just financial services.

Vesting framework
Peer group ranking Vesting %
At the 75th percentile or higher 100%

Between the median and 75th percentile Pro-rata vesting from 50% to 100%

At the median 50%

Below the median 0%

Calculation of results

The opening pulse score for each company will be based on the average of the March, June
and September 2018 surveys, while the closing pulse score will be based on the November
2021, March and June 2022 surveys.

Each company in the peer group will be given a percentile ranking based on the change in
its pulse score over the four-year performance period.

12.5% Employee engagement (absolute)

® Employees of CBA are invited to
participate in an externally conducted
online survey.

e The Employee Engagement Index (EE) is

calculated using particular questions from

the survey.

e FFlisbased on the proportion of
employees responding that they “strongly
agree” or “agree” with the four questions
relating to satisfaction, commitment,
advocacy and pride (each of which is
equally weighted).

Reason for selection: The Board
considers that an engaged workforce
results in greater productivity and a better
customer experience, and that builds
overall value for the Group. It isimportant
the Group’s employees are its advocates,
committed to our purpose, values

and strategy.

Target setting

The target and stretch levels of performance have been set by the Board having regard for
the IBM Kenexa gap closure method and global benchmark scores provided by IBM Kenexa,
and CBA's EEI baseline relevant to the award. Executives will only be rewarded for achieving
improvements in employee engagement.

Vesting framework
EEl score Vesting %
80% or higher 100%
Between 75% and 80% Pro-rata vesting from 50% to 100%
75% 50%
Below 75% 0%

Calculation of results

The surveys will be conducted by an independent provider who will facilitate and collate the
EEl results. The change in the EEl scores between the March 2018 EEl score of 72% and the
March 2022 score will be used to determine the level of vesting.

1 The peer group at the beginning of the performance period for the TSR performance hurdle comprised: AGL
Limited, Amcor Limited, Aristocrat Leisure Limited, Australia & New Zealand Banking Group Limited, Brambles
Limited, Cimic Group Limited, CSL Limited, Goodman Group, Insurance Australia Group Limited, Macquarie Group
Limited, National Australia Bank Limited, ResMed Inc, Scentre Group, Suncorp Group Limited, Sydney Airport, Telstra
Corporation Limited, Transurban Group, Wesfarmers Limited, Westpac Banking Corporation and Woolworths Limited.
The reserve bench comprised QBE Insurance Group Limited, Treasury Wine Estates Limited, ASX Limited, REA
Group Ltd and APA Group. A reserve bench company will be substituted (in order of market capitalisation as at the
beginning of the performance period) into the peer group when a peer group company ceases to be listed on the
ASX as aresult of an acquisition, merger or other relevant corporate action or delisting.

The peer group at the beginning of the performance period for the trust and reputation performance hurdle
comprised: AGL Limited, AMP Limited, Australia & New Zealand Banking Group Limited, Crown Resorts Limited,
Insurance Australia Group Limited, Lendlease Group Limited, Macquarie Group Limited, National Australia Bank
Limited, Qantas Limited, QBE Insurance Group Limited, Stockland Corporation Limited, Suncorp Group Limited,
Telstra Corporation Limited, Wesfarmers Limited, Westpac Banking Corporation and Woolworths Limited. The
reserve bench comprised Medibank Private Limited, Coca-Cola Amatil Limited, Flight Centre Travel Group

A positive TSR
gateway is applied to the
non-financial performance
measures (trust and
reputation, employee
engagement), such thatno
vesting on these measures
occurs unless the
change in shareholder
value is positive.

Limited and Bendigo and Adelaide Bank Limited. A reserve bench company will be substituted (in order of market
capitalisation as at the beginning of the performance period) into the peer group when a peer group company
ceases to be listed on the ASX as a result of an acquisition, merger or other relevant corporate action or delisting.
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LTVR performance outcomes for the financial year ended 30 June 2019

The 2016 financial year LTVR award reached the end of its four-year performance period on 30 June 2019 and vested at 24.31%, with
75.69% of the LTVR award lapsing.

Percentage
Performance measure of award Performance outcome Vesting outcome
Relative TSR 75.32% 35" percentile ranking relative to TSR peer group 0%
Relative customer 24.68% Average result by business over performance period: 98.50%

i i \
satisfaction e retail main financial institution (MFI) customer satisfaction =1.02

® wealth management customer satisfaction =117
® business MFI customer satisfaction =1.00

Total weighted average ranking = 1.03

1 Vesting outcome for relative customer satisfaction is calculated based on the weighted average ranking across the three independent surveys (weighted by
the business area’s contribution to NPAT at the beginning of the performance period). Relative customer satisfaction vests at 50% if the weighted average
ranking is 2nd and 100% if the weighted average ranking is Ist, with straight line vesting in between.

5. Remuneration governance

The Remuneration Committee is the governing body for developing, monitoring and assessing remuneration strategy, policies and
practices across CBA on behalf of the Board. The Remuneration Committee met formally 10 times during the 2019 financial year.

As part of the performance and risk review, to support the determination of remuneration outcomes for the CEO and Executives
(excluding the CEO ASB), the Remuneration Committee met with the Risk and Audit Committees in February 2019 and June 2019. These
meetings provided an opportunity for the Committees to review and discuss relevant risk and audit matters, including appropriate
variable remuneration consequences for the matters raised, and provide direct input into the determination of variable remuneration
outcomes and any in-year or malus adjustments for the CEO and Executives (excluding CEO ASB) in the 2019 financial year.

Information provided to the Board Committees to support their determinations included risk scorecards, details of material risk and reputation
matters, including outcomes of internal audit reviews conducted during the year and consideration of on the quality of financial results.

The following diagram illustrates CBA's remuneration governance framework.

CBA Board

The Board reviews, challenges, applies judgement and, as appropriate, approves the Remuneration Committee’s recommendations.
It approves the remuneration of the CEO and Executives (excluding the CEO ASB) and of Non-Executive Directors and
the policies and processes governing both.

) 0 )

Audit Committee

Assesses and advises the
Remuneration Committee,
of any matter relevant to

< financial outcomes that
warrants consideration

Remuneration Committee
Members (as at 30 June 2019)

David Higgins (Chairman)
Catherine Livingstone AO
Advises the Remuneration > PaulO'Malley

Risk Committee

Assists the Board in the
governance of the Group’s
risks.

Committee of material Mary Padbury o id iabl

risk and reputation Wendy Stops when it Cotr_1$| ers v:rla e

matters which may impact iEmMUETETN STl
Role outcomes for Executives.

remuneration outcomes.
\( ﬁ Reviews, challenges, applies judgment and, as
appropriate, endorses the recommendations made
~— by management and submits for Board approval.

Independent Remuneration
Risk and Remuneration Consultant

Review Committee It oversees the Group’s remuneration framework and

(RRRC)

Management committee
that advises the Group
CRO on accountability
for material risk and
reputation matters which
may impact remuneration
outcomes.

assists the Board to ensure the Group’s remuneration
strategy and structure are appropriate.
Charter

The responsibilities of the Remuneration Committee
are outlined in its Charter and reviewed annually:

https://www.commbank.com.au/content/dam/
commbank-assets/about-us/docs/people-
remuneration-committee-charter.pdf

During the 2019 financial

year, the Remuneration
Committee engaged

external advisors to provide
information to assist in making
remuneration decisions.

It did not seek or receive
any remuneration
recommendationsin the
2019 financial year.

Concurrent Remuneration, Risk, Audit and Nominations Committee meetings

The Committees meet when appropriate to consider relevant risk and audit matters in the determination of Executive remuneration outcomes
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6. Executive statutory remuneration disclosures

Executive statutory remuneration

The following statutory table details the statutory accounting expense of all remuneration-related items for the Group’s Executives.

This includes remuneration costs in relation to both the 2018 and 2019 financial years. The tables are different from the remuneration
outcomes table on page 86, which shows the remuneration received in the 2019 financial year rather than the accrual accounting
amounts determined in accordance with the Australian Accounting Standards. The tables have been developed and audited against the
relevant Australian Accounting Standards. Refer to the footnotes below each table for more detail on each remuneration component.

FR' Other short-term benefits Long-term benefits Share-based payments
Cash Deferred  Deferred LTVR
Base Superan- Non- STVR Long- STVR equity equity Termination Total statutory

remuneration?  nuation monetary® (atrisk)* Other® term®  (at risk; (at risk); (at risk§ benefits remuneration™
CEO
Matt Comyn
30Jun19 2,179,469 20,531 16,928 747,450 91,672 98,034 - - 1,204,552 - 4,358,636
30Jun18 1,292,075 23,874 15,726 266,686 198,699 - - 1162,327 - 2,959,287
Current Executives
Adam Bennett
30Jun19 1,024,580 25,000 16,928 244,684 7644 34,629 - 141,240 1,018,078 - 2,512,783
30Jun18 1,024,580 25,000 16,911 225,088 5,293 58,981 - 51,962 974,726 - 2,383,441
Pascal Boillat
30Jun19 1,106,561 15,356 11,683 353,825 322,213 6,612 - 2,357,718 183,916 - 4,357,784
David Cohen
30Jun19 1,177,914 22,086 16,928 348,218 26,087 38,147 - 163,350 1,133,049 - 2,925,779
30Jun18 1175000 25,000 16,911 261300 (40,808) 56,646 - - 1150,959 - 2,645,008
Alan Docherty
30Juni19 924,746 20,531 16,928 291,296 11,393 237,972 - 167,426 125,676 - 1,795,968
30Jun18 95,994 2,637 2,270 51,966 6,791 4,018 - 23,222 - - 186,898
Andrew Hinchliff"
30Jun19 896,281 18,788 15,520 302,888 84,7114 33,247 - 331,132 122,606 - 1,805,176
Anna Lenahan™®
30Jun19 844,469 20,531 16,928 332,809 12,743 (10,285) 221,872 357,116 1,846,755 - 3,642,938
30 Jun18 844,951 20,049 16,911 249,120 49,351 6,993 - 533239 440478 - 2,161,092
Sian Lewis™
30Jun19 736,144 18,788 15,520 260,829 14,566 35,812 - 151,824 101,156 - 1,334,639
Vittoria Shortt™?
30Jun19 937,427 56,346 9,926 940,777 24,021 28,732 - 310,192 529 - 2,307,950
30Jun18 497554 14,863 9,913 97424 (37597) (120,140) 97424 33,852 2,113,398 2,706,691
Angus Sullivan
30Jun19 1,029,469 20,531 15,379 374,500 47,688 97,018 - 183,493 128,740 - 1,896,818
30Jun18 109,224 5,685 3,586 78,641 8,480 2168 - 61180 - - 268,964
Nigel Williams
30Jun19 932,092 13,388 11,162 276,819 178,338 5,604 - 2,117,055 148,148 - 3,682,606
Former Executives
George Confos"
30Juni19 67,606 2,123 1,407 47,301 6,505 1,588 - 24,668 - - 151,198
30Jun18 133,031 4178 2,858 103417 7779 2,401 - 64,612 - - 318,276
Coen Jonker213
30Jun19 461,243 1,618 - 179,405 149,469 - 119,603 330,150 464,383 807,820 2,513,691
30Jun18 845,827 2,967 - 203,710 461814 231,089 - 189,362 95,845 - 2,030,614
Melanie Laing"*?
30Jun19 71,079 2,123 - - 7,036 (88,069) - - 1,325,679 487,149 1,804,997
30 Jun18 836,900 25,000 16,911 - 54,274 14,817 - - 938,990 - 1,886,892
Paul Newham™
30Jun19 207,945 6,301 3,796 112,801 12,205 582 - 61,850 - - 405,480
30 Jun18 137,877 4178 2,612 92,879 3,033 1516 - 50,603 - - 292,698
Michael Venter™
30Jun19 268,365 10,616 6,396 133,582 22,121 3,336 - 111,426 - - 555,842
30Jun18 313,381 12,397 6,510 271,702 73,009 (9,953) - 179,691 - - 846,737
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1 FRcomprises base remuneration and superannuation (post-employment benefit). Superannuation contributions for Vittoria Shortt are made in line with the
KiwiSaver employer contribution requirements (this includes the additional payment of $28,223 payable on her cash STVR component). Superannuation
contributions for Coen Jonker were made in line with Hong Kong Mandatory Provident Fund regulations.

2 Total cost of salary including cash salary, short-term compensated absences and any salary sacrificed benefits.

3 Cost of car parking (including associated fringe benefits tax).

4 For the CEO and Group Executives, 50% of the 2019 financial year STVR for performance during the 12 months to 30 June 2019 (payable in September 2019).
For the Other Executives, two-thirds of the 2019 financial year STVR for performance during the 12 months to 30 June 2019 (payable in September 2019).

For the CEO ASB, 60% of the 2019 financial year STVR for performance during the 12 months to 30 June 2019 (payable in August 2019). KiwiSaver is payable
oncash STVR.

5 Includes company-funded benefits (including associated fringe benefits tax where applicable) and the net change in accrued annual leave. For Adam Bennett,
thisincludes an adjustment to 2018 financial year accrued annual leave. For Coen Jonker this includes costs in relation to his Hong Kong assignment. For Pascal
Boillat and Nigel Williams this includes costs in relation to relocation to Sydney. For Pascal Boillat, this also includes costs in relation to a housing allowance.

6 Long service entitlements accrued during the year as well as the impact of changes to long service leave valuation assumptions, which are determined in line
with Australian Accounting Standards.

7 The deferred portion of the 2019 financial year STVR outcome for Anna Lenahan and Coen Jonker is deferred into cash over a two year period. The deferred
portion of the 2018 financial year STVR outcome for Vittoria Shortt was also deferred into cash over a two year period.

8 2019 financial year expense for deferred STVR awarded under Group Executive and Executive General Manager arrangements, as well as sign-on and retention
awards received as deferred rights and/or shares. These equity awards are subject to forfeiture if the Executive is dismissed or ceases to be employed by the
Group as aresult of resignation prior to the vesting date. Deferred 2019 financial year STVR will be expensed over the vesting period commencing 1July 2019.

9 2019 financial year expense for the 2016, 2017, 2018 and 2019 financial year LTVR awards.

10 The percentage of 2019 financial year remuneration related to performance was: Matt Comyn 45%, Adam Bennett 56%, Pascal Boillat 12%, David Cohen 56%,
Alan Docherty 33%, Andrew Hinchliff 42%, Anna Lenahan 66%, Sian Lewis 38%, Vittoria Shortt 54%, Angus Sullivan 36%, Nigel Williams 12%, George Confos 48%,
Coen Jonker 44%, Melanie Laing 73%, Paul Newham 43% and Michael Venter 44%.

11 Remuneration reflects the individual’s time in their respective KMP role(s). For Vittoria Shortt, prior year comparison reflects her previous role of Group Executive,
Marketing and Strategy (for which she ceased as KMP on 2 February 2018).

12 The LTVRrights value for Anna Lenahan, Coen Jonker and Melanie Laing reflects the disclosable accruals for all previously granted LTVR awards that remain
unvested following cessation of employment up to the end of each performance period. This means that up to three years of each unvested LTVR award
expense has been brought forward and disclosed in total for the 2019 financial year, including those amounts which would otherwise have been included
in future year disclosures and that may not vest. These LTVR awards remain on foot and will only vest subject to the achievement of the pre-determined
performance conditions and Board risk and reputation review.

13 For Vittoria Shortt and Coen Jonker, remuneration was paid in New Zealand and Hong Kong dollars respectively and was impacted by movements in
exchange rates.

Fair value assumptions for awards granted in the 2019 financial year

In the 2019 financial year a face value allocation approach was used to determine the number of rights granted under the LTVR (refer
to page 99). The table below is provided in accordance with statutory requirements. The fair value has been calculated using a Monte
Carlo simulation method using the assumptions below. The exercise price is nil across all LTVR awards.

The fair value of rights under the trust and reputation and employee engagement performance measures is higher than for the relative
TSR performance measure. This is expected because the likelihood of achieving a positive TSR over the performance period (i.e. the
gate opener that applies to the trust and reputation and employee engagement tranches) is greater than the likelihood of achieving a
relative TSR ranking higher than the median across the peer group.

Performance Expected Expected Risk free  Dividend

Fair value period end/final life volatility rate yield
Equity plan Performance measure Grant date $ vesting date (years) % % %
Relative TSR 12Nov 18 33.57 30Jun 22 3.63 15 2.29 5.83
Trust and reputation 12Nov 18 49.87 30 Jun 22 3.63 15 2.29 5.83
FY19 LTVRrights (positive TSR gateway)
Employee engagement 12 Nov 18 49.87 30 Jun 22 3.63 15 2.29 5.83
(positive TSR gateway)
FY18 STVR Deferral'  Service 1Sep 18 72.00 1Sep 21 n/a n/a n/a n/a
Sign-on Award - Service 10ct 18 70.87 TMar 23 n/a n/a n/a n/a
Pascal Boillat
Sign-on Award - Service 5Nov 18 68.52 22 Nov 21 n/a n/a n/a n/a
Nigel Williams

1 For the Group Executive 2018 financial year STVR deferral, final vesting date will occur on 1September 2020. For the Executive General Manager 2018 financial
year STVR deferral, final vesting will occur on 1September 2021.
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Equity awards received as remuneration

The table below details the value and number of all equity awards that were granted, vested, forfeited or lapsed to Executives during
their time in a KMP role in 2019 financial year. It also shows the number of previous years’ awards that vested during the 2019 financial

year - some of which relate to past non-KMP roles.

Granted during Awards vested during Forfeited or lapsed during
2019 financial year? 2019 financial year® 2019 financial year*
Class' Units $ Units $ Units $
CEO
Matt Comyn LTVR reward rights 54,364 2,046,516 5,394 464,108 17,251 1,270,151
Current Executives
Adam Bennett LTVR reward rights 25,936 976,361 2,390 205,639 7645 562,884
Deferred STVR shares 3139 226,008 - - - -
Deferred STVRrights - - 2,056 167,345 - -
Pascal Boillat LTVRreward rights 37,066 1,395,341 - - - -
Sign-on equity 82,660 5,858,114 14,879 1,052,765 - -
David Cohen LTVRreward rights 29,652 116,233 4,713 405,514 15,074 1,109,864
Deferred STVR shares 3,630 261,360 - - - -
Alan Docherty LTVRreward rights 25,329 953,506 - - - -
Deferred STVR shares 2,745 197,640 - - - -
Deferred STVRrights - - 2,950 233,096 - -
Andrew Hinchliff LTVR reward rights 24,709 930,150 - - - -
Deferred STVR shares 6,019 433,368 - - - -
Deferred STVR rights - - 4831 378,283 - -
Anna Lenahan LTVR reward rights 21,373 804,566 - - - -
Deferred STVR shares 3,460 249120 - - - -
Sign-on equity - - 9,234 719,170 - -
Sian Lewis LTVR reward rights 20,386 767423 - - - -
Deferred STVR shares 2,500 180,000 - - - -
Deferred STVRrights - - 2,848 223,942 - -
Vittoria Shortt® LTVR reward rights - - 1,468 126,309 4,692 345,461
Deferred STVR rights 7,064 508,608 2,253 183,379 - -
Angus Sullivan LTVRreward rights 25,946 976,729 - - - -
Deferred STVR shares 2,402 172,944 - - - -
Deferred STVR rights - - 5153 409,280 - -
Nigel Williams LTVR reward rights 29,858 1123,996 - - - -
Sign-on equity 4312 2,954,034 18,5638 1,294,553 - -
Former Executives
George Confos Deferred STVR shares 4,298 309,456 - - - -
Deferred STVR rights - - 7,786 619,619 - -
Coen Jonker Deferred STVR shares 2,960 213,120 - - - -
Deferred STVR rights - - 1,599 124,749 - -
Melanie Laing LTVR reward rights - - 4,425 380,734 14153 1,042,053
Paul Newham Deferred STVR shares 3,860 277920 - - - -
Deferred STVR rights - - 6,158 490,144 = -
Michael Venter Deferred STVR shares 3,805 273,960 - - - -
Deferred STVR rights - - 6,262 524,970 - -
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1 Deferred STVR shares/rights represent STVR previously awarded under the Group Executive or Executive General Manager arrangements. Sign-on equity
was awarded in the 2019 financial year in the form of deferred shares for Pascal Boillat and Nigel Williams, and deferred rights from prior years for Anna Lenahan.

2 Represents the maximum number of equity awards that may vest to each Executive in respect of their time as KMP. The values represent the fair value at grant
date. The minimum potential outcome for the equity awards is zero.

3 Awards that vested include the 2015 financial year LTVR award (granted 18 September 2014, except for Adam Bennett the grant date was 12 February 2015
and for Vittoria Shortt the grant date was 7 May 2015), deferred STVR awards (vested in full) (tranches granted 1September 2015, 1September 2016 and
1September 2017) and sign-on shares/rights (granted 28 November 2016, 1October 2018 and 5 November 2018) that vested during time in KMP role. The
value of the awards vested is calculated using VWACP for the five days preceding the vesting date, and includes the value of dividends accrued over the
vesting period.

4 Thisincludes the portion of the 2015 financial year LTVR award (76.18%) that did not meet the performance hurdle and lapsed. The value of the lapsed award
is calculated using the VWACP for the five days preceding the lapse date.

5 Vittoria Shortt’'s LTVR awards are in relation to her Group Executive role prior to her becoming the CEO ASB.

Overview of unvested equity awards

Performance period/
vesting schedule

Equity plan Grant date Start date End date Performance measures/vesting conditions

FY17 LTVR 22Feb 17 1Jul16 30Jun 20 Each award s split and tested:
® 75% TSR ranking relative to peer group

® 25% customer satisfaction average ranking relative
to peer group.

Subject to Board risk and reputation review and malus provisions.

FY18LTVR 17 Nov 17 1Jul17 30Jun21 Each award is split and tested:

FY19LTVR 12Nov 18 1Jul18 30 Jun22 ® 75% TSR ranking relative to peer group

e 12.5% trust and reputation (relative to peer group) and
12.5% employee engagement (both measures are subject
to a positive TSR gateway).

Subject to Board risk and reputation review and malus provisions.

FY18 STVR 1Sep 18 1Jul17 30Jun18 Vesting to occur after 1and 2 years, subject to:
® Continued employment;
e Board risk and reputation review; and

® Malus provisions.

FY16 Executive 1Sep 16 1Jul15 30Jun16 Vesting to occur after 1,2 and 3 years, subject to:

General Manager STVR e Continued employment;

FY17 Executive 1Sep 17 1Jdul16 30 Jdun17 e Board risk and reputation review; and
General Manager STVR

FY18 Executive 1Sep 18 1Jul17 30Jun18
General Manager STVR

® Malus provisions.

Pascal Boillat 10ct 18 TApr19 TMar 23 No performance measures. Subject to:

sign-on equity e Continued employment;

Nigel Williams 5Nov 18 1Jan19 22 Nov 21 e Board risk and reputation review; and
sign-on equity

® Malus provisions.
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Shares and other securities held by Executives

Details of the shareholdings and other securities held by Executives (or close family members or entities controlled, jointly controlled,
or significantly influenced by them, or any entity over which any of the aforementioned hold significant voting power) are set out below
relating to time in KMP role.

Awards

Acquired/ vested during
Balance granted as the 2019 Net change Balance
Class' 1Jul 18 remuneration  financial year? other?® 30 Jun 19

CEO

Matt Comyn Ordinary 50,003 - 5,394 - 55,397
LTVR reward rights 89,229 54,364 (65,394) (17,251) 120,948

Current Executives - -
Adam Bennett Ordinary 19,825 - 4,446 - 24,271
LTVR reward rights 73,763 25,936 (2,390) (7,645) 89,664
Deferred STVR shares - 3139 - - 3139
Deferred STVRrights 2,056 - (2,056) - -
Pascal Boillat Ordinary n/a - 14,879 (14,879) -
LTVR reward rights n/a 37,066 - - 37,066
Sign-on equity n/a 82,660 (14,879) - 67,781
David Cohen Ordinary 56,944 - 4713 (6,776) 55,881
LTVR reward rights 89,349 29,652 (4,713) (15,074) 99,214
Deferred STVR shares - 3,630 - - 3,630
Alan Docherty Ordinary 2,192 - 2,950 - 5142
LTVR reward rights - 25,329 - - 25,329
Deferred STVR shares - 2,745 - - 2,745
Deferred STVR rights 5,209 - (2,950) - 2,259
Andrew Hinchliff Ordinary n/a - 4,831 - 4,831
LTVR reward rights n/a 24,709 - - 24,709
Deferred STVR shares n/a 6,019 - - 6,019
Deferred STVR rights n/a - (4,831) 9,638 4,807
Anna Lenahan Ordinary 13,852 - 9,234 (4,617) 18,469
LTVR reward rights 36,91 21,373 - - 58,284
Deferred STVR shares - 3,460 - - 3,460
Sign-on equity 9,234 - (9,234) - -
PERLS 2,000 - - (2,000) -
Sian Lewis Ordinary n/a - 2,848 88 2,936
LTVR reward rights n/a 20,386 - - 20,386
Deferred STVR shares n/a 2,500 - - 2,500
Deferred STVRrights n/a - (2,848) 5,382 2,534
Vittoria Shortt* Ordinary 1,384 - 3,642 - 15,026
LTVR reward rights 60,173 - (1,468) (4,692) 54,013
Deferred STVR rights 2,253 7064 (2,253) - 7064
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Acquired/ vested during
Balance granted as the 2019 Net change Balance
Class' 1Jul 18 remuneration financial year? other® 30 Jun 19
Angus Sullivan Ordinary 4,316 - 5153 - 9,469
LTVR reward rights - 25,946 - - 25,946
Deferred STVR shares - 2,402 - - 2,402
Deferred STVRrights 8,419 - (5,153) - 3,266
Nigel Williams Ordinary n/a - 18,638 - 18,638
LTVR reward rights n/a 29,858 - - 29,858
Sign-on equity n/a 4312 (18,538) - 24,574
Former Executives
George Confos Ordinary 1685 - 7,786 (8,636) n/a
Deferred STVR shares - 4,298 - - n/a
Deferred STVR rights 12,332 - (7,786) - n/a
PERLS 330 - - 200 n/a
Coen Jonker LTVR reward rights 18,658 - - - n/a
Deferred STVR shares - 2,960 - - n/a
Deferred STVRrights 4164 - (1,599) - n/a
Melanie Laing Ordinary 63,490 - 4,425 (4,425) n/a
LTVR reward rights 72,238 - (4,425) (14153) n/a
Paul Newham Ordinary 4,932 - 6,158 - n/a
Deferred STVR shares - 3,860 - - n/a
Deferred STVRrights 9,729 - (6,158) - n/a
Michael Venter Ordinary - - 1,270 (1,270) n/a
Deferred STVR shares - 3,805 - - n/a
Deferred STVRrights 10,191 - (6,262) - n/a

1 Ordinary shares include all CBA shares held by the Executive’s related parties. LTVR reward rights are subject to performance hurdles. Deferred rights/shares
represent the deferred STVR awarded under Group Executive and Executive General Manager arrangements, sign-on and retention awards. Both LTVR rights
and deferred rights/shares are unvested as at 30 June 2019. The maximum potential outcome for LTVR rights and deferred rights/shares is subject to CBA share

price at time of vesting.

2 LTVRrights and deferred rights/shares become ordinary shares or cash equivalent upon vesting.

3 Net change other incorporates changes resulting from purchases, sales, forfeitures during the year and shares or rights held by an Executive prior to their

appointment as KMP.

4 Vittoria Shortt’s LTVR awards are in relation to her Group Executive role prior to her becoming the CEO ASB.
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Executive employment arrangements
The table below provides the employment arrangements for current Executives.

Contract term CEO Group Executives CEO ASB Other Executives
Contract type’ Permanent Permanent Permanent Permanent

Notice period 12 months 6 months 6 months 3 months
Severance n/a n/a? 12 months? 3 months®
Treatment of STVR e Unless otherwise determined by the Board (or ASB Board in respect of the CEO ASB), Executives who resign
on termination or are dismissed are not eligible to receive an STVR award and will forfeit any unvested deferred STVR awards.

¢ Unless otherwise determined by the Board, where an Executive’s exit is related to any other reason (e.g., retrenchment,
retirement or death), the Executive may be eligible for an STVR award with regard to actual performance against
performance measures (as determined by the Board in the ordinary course following the end of the performance period).

e Unless otherwise determined by the Board, where an Executive’s exit is related to any other reason (e.g., retrenchment,
retirement or death) unvested deferred STVR awards will remain on foot subject to the original terms and conditions
and will vest in the ordinary course, as though the Executive had not ceased employment.

Treatment of LTVR In general, unless otherwise determined by the Board:

on termination ® Executives who resign or are dismissed before the end of the performance period will forfeit all unvested LTVR

awards; and

e Where an Executive’s exit is related to any other reason (e.g., retrenchment, retirement or death), any unvested LTVR
awards continue on-foot with performance measured at the end of the performance period related to each award.

The CEO ASB and Other Executives are not eligible for LTVR.

1 Permanent contracts continue until notice is given by either party.

2 Contractual severance pay is no longer offered in Group Executive employment arrangements. Group Executives remain entitled to statutory redundancy
pay if retrenched. For Group Executives on grandfathered arrangements, they are eligible for severance payments of six months’ base remuneration if their
employment is terminated by the Group, other than for misconduct or unsatisfactory performance. For the CEO ASB, contractual severance allows for minimum
12 months’ base salary (inclusive of notice) or a maximum of 64 weeks in accordance with ASB Policy.

3 Contractual severance pay applies where employment is terminated due to redundancy.

7. Non-Executive Director arrangements

Non-Executive Director fees

Non-Executive Directors receive fees to recognise their contribution to the work of the Board and the associated Committees on which
they serve. Non-Executive Directors do not receive any performance-related remuneration.

The total amount of Non-Executive Directors fees is capped at a maximum fee pool that is approved by shareholders. The current fee
poolis $4.75 million, which was approved by shareholders at the AGM on 17 November 2015.

The following table outlines the Non-Executive Directors fees for the Board and the Committees as at 30 June 2019.
Fees are inclusive of base fees and statutory superannuation. The Chairman does not receive separate Committee fees.

Chairman Member
Board/Committee
Board 870,000 242,000
Audit Committee 65,000 32,500
Risk Committee 65,000 32,500
Remuneration Committee 60,000 30,000
Nominations Committee 11,600 11,600
Due Diligence Committee' 4,000? Nil

1 The Due Diligence Committee did not meet during the 2019 financial year.
2 Represents fees for each full day meeting.

Mandatory shareholding requirement

Non-Executive Directors are required to hold 5,000 or more CBA shares. For those Non-Executive Directors who have holdings below
this threshold, 20% of their after-tax base fees are used to purchase CBA shares under the Non-Executive Directors’ Share Plan
(NEDSP) until a holding of 5,000 shares is reached. These shares are subject to a 10-year trading restriction (the shares will be released
earlier if the Non-Executive Director leaves the Board).

The Non-Executive Directors’ mandatory shareholding requirement was reviewed during the 2019 financial year. From 1 July 2019,
Non-Executive Directors are required to hold CBA shares equivalent to 100% base fees for Non-Executive Directors and 100% of
Chairman fees for the Chairman. This is to be accumulated over five years. Progress against the new requirement will be disclosed
from the 2020 financial year.
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Non-Executive Director statutory remuneration
The statutory table below details individual statutory remuneration for the Non-Executive Directors for both the 2019 and 2018 financial years.

Post-employment Share-based
Short-term benefits benefits payments
Non-Executive
Directors’ Share Total statutory
Cash’ Superannuation? Plan® remuneration
$ $ $
Chairman
Catherine Livingstone AO*5
30Jun19 864,013 20,531 - 884,544
30Jun18 749,201 20,049 - 769,250
Current Non-Executive Directors
Shirish Apte*®
30Jun19 349,010 20,531 - 369,541
30Jun18 353,970 15,037 - 369,007
Genevieve Bell”
30Jun19 95,031 9,905 14,320 119,256
David Higgins*
30Jun19 313,052 20,531 - 333,584
30Jun18 246,570 20,049 - 266,619
Paul O’'Malley’
30Jun19 112,266 10,099 - 122,365
Mary Padbury*8
30Jun19 236,674 20,531 25,618 282,823
30Jun18 225,584 20,049 30,657 276,290
Wendy Stops*
30Jun19 287,028 20,531 - 307,559
30Jun18 225,434 19,6564 - 244,988
Anne Templeman-Jones®®
30Jun19 271,568 20,531 30,136 322,235
30Jun18 66,165 6,516 9,045 81,726
Robert Whitfield®®
30Jun19 231,314 20,531 33,471 285,316
30Jun18 184,703 16,567 26,945 228,215
Former Non-Executive Directors
Brian Long*™®
30Jun19 161,242 10,266 - 171,508
30Jun18 269,777 20,049 - 279,826
Andrew Mohl|4©
30Jun19 103,109 8,173 - 111,282
30Jun18 223,073 19,650 - 242,723

Cash includes Board and Committee fees received as cash, as well as the provision of additional benefits (including associated fringe benefits tax).
Superannuation contributions are capped at the superannuation maximum contributions base as prescribed under the Superannuation Guarantee legislation.
The values shown in the tables represent the post-tax portion of fees received as shares under the NEDSP.

Base and committee fees for the 2018 financial year were reduced by an amount equivalent to 20% of individual 2017 financial year fees, reflecting collective
accountability for the trust and reputational issues that promoted the need for the APRA Prudential Inquiry.

For Catherine Livingstone, 2018 financial year cash fees have been adjusted to reflect the provision of car parking benefits (including associated fringe benefits tax).
For Shirish Apte, 2018 financial year cash fees have been adjusted to reflect payments in relation to fringe benefits tax on additional benefits.

Genevieve Bell and Paul O'Malley were appointed as Non-Executive Directors effective 1January 2019 and their remuneration reflects time in the role.

For Mary Padbury, Anne Templeman-Jones and Robert Whitfield the proportion between cash fees and NEDSP shares has been adjusted for the 2018
financial year.

9 Anne Templeman-Jones was appointed as a Non-Executive Director effective 5 March 2018 and Robert Whitfield was appointed as a Non-Executive Director
effective 4 September 2017. Their 2018 financial year remuneration reflects time in the role.

10 Brian Long and Andrew Mohl retired from their Non-Executive Director roles effective 31 December 2018 and 7 November 2018 respectively and their
remuneration reflects time in the role.
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Shares and other securities held by Non-Executive Directors

All shares were acquired by Non-Executive Directors on normal terms and conditions or through the NEDSP. Other securities acquired
by Non-Executive Directors were on normal terms and conditions.

Balance Net change Balance
Class 1Jul 18 Acquired’ other? 30Jun19
Chairman
Catherine Livingstone AO Ordinary 5,337 2,000 - 7337
Current Non-Executive Directors
Shirish Apte Ordinary 7500 - - 7500
Genevieve Bell Ordinary n/a 141 - 141
PERLS* n/a - - 1,020
David Higgins Ordinary 10,878 - - 10,878
PERLS* 150 - - 150
Paul O’'Malley Ordinary n/a 5,330 - 5,330
Mary Padbury Ordinary 834 445 - 1,279
PERLS* 1,600 - - 1,600
Wendy Stops Ordinary 16,000 - - 16,000
Anne Templeman-Jones Ordinary 358 680 - 1,038
Robert Whitfield Ordinary 309 549 - 858
Former Non-Executive Directors
Brian Long® Ordinary 14,956 - - n/a
PERLS* 6,850 - - n/a
Andrew Mohl® Ordinary 82,234 - - n/a

1 Incorporates shares and other securities acquired during the year. In the 2019 financial year, under the Non-Executive Directors’ Share Plan, Genevieve Bell
received 141shares, Mary Padbury received 376 shares, Anne Templeman-Jones received 427 shares and Robert Whitfield received 480 shares.

2 Net change other incorporates changes resulting from sales of securities.

3 Brian Long and Andrew Mohl retired from the Group effective 31December 2018 and 7 November 2018 respectively and their shareholding balance as at

30 June 2019 is not included.
4 Includes cumulative holdings of PERLS securities issued by the Group.
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8. Loans and other transactions

Loans to KMP

Allloans to KMP (including close family members or entities controlled, jointly controlled, or significantly influenced by them, or any entity
over which any of those family members or entities held significant voting power) have been made in the ordinary course of business
on normal commercial terms and conditions no more favourable than those given to other employees including the term of the loan,
security required and the interest rate (which may be fixed or variable). No loans were written down during the period.

Total loans to KMP

30 Jun19
$
Opening Balance 17,681,018
Closing Balance' 12,376,700
Interest Charged 480,435
1 The aggregate loan amount at the end of the reporting period includes loans issued to 12 KMP.

Loans to KMP exceeding $100,000 in aggregate during the 2019 financial year
Balance Interest Interest not Balance Highest balance
1Jul 18 charged charged Write-off 30Jun19 in period'
$ $ $ $ $ $
Adam Bennett 18,464 3,540 - - 1,011,887 1,038,577
David Cohen 451334 12,909 - - 43,481 490,188
Alan Docherty 1,680,187 57,044 - - 1447903 1,687,312
Andrew Hinchliff n/a 1,699 - - 44368 121,287
Sian Lewis n/a 29,733 - - 775,808 836,187
Paul Newham 4,008,128 70,31 - - n/a 4,176,522
Vittoria Shortt 4,736,951 15,476 - - 3,327,450 5,889,636
Angus Sullivan 5,639,759 239,781 - - 5,652,632 5,866,364
Michael Venter 1185195 41,333 - - n/a 1,206,891
Total 17,620,018 471,826 - - 12,303,529 21,212,964

1 Represents the sum of highest balances outstanding at any point during the 2019 financial year for each individual loan held by the KMP.

Other transactions of KMP
Financial instrument transactions

Financial instrument transactions (other than loans and shares disclosed within this report) of KMP, their close family members and
entities controlled or significantly influenced by them, occur in the ordinary course of business on normal commercial terms and
conditions no more favourable than those given to other employees.

All such financial instrument transactions that have occurred between entities within the Group and KMP, their close family members
and entities controlled or significantly influenced by them, were in the nature of normal personal banking and deposit transactions.

Transactions other than financial instrument transactions

All other transactions with KMP, their close family members, related entities and other related parties are conducted in the ordinary
course of business on normal commercial terms and conditions no more favourable than those given to other employees and customers.
These transactions principally involve the provision of financial and investment services by entities not controlled by the Group.
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Non-Audit Services

Amounts paid or payable to PricewaterhouseCoopers (PwC) for audit and non-audit services provided during the year, as set out in
Note 12.4 to the Financial report are as follows:

2019

$’000

Taxation services 1,395
Other services 7915
Total non-audit services' 9,310
Total audit and audit related services 34,698

1 Anadditional amount of $2,975,730 was paid to PwC for non-audit services provided to entities not consolidated into the Financial Statements.
Auditor’s Independence Declaration
We have obtained an independence declaration from our external auditor as presented on page 108.

Auditor Independence
The Group has an External Auditor Services Policy to assist in ensuring the independence of the Group’s external auditor.

The Audit Committee has considered the provision, during the year, of non-audit services by PwC and has concluded that the provision
of those services did not compromise the auditor independence requirements of the Corporations Act 2001 (Cth).

The Audit Committee recommended that it was satisfied that the provision of the non-audit services by PwC during the year was
compatible with the general standard of independence imposed by the Corporations Act 2001 (Cth).

The Directors are satisfied that the provision of the non-audit services during the year did not compromise the auditor independence
requirements of the Corporations Act 2001 (Cth). The reasons for this are as follows:

¢ The operation of the External Auditor Services Policy during the year to restrict the nature of non-audit services engagements,
to prohibit certain services and to require Audit Committee pre-approval for all such engagements; and

¢ The relative quantum of fees paid for non-audit services compared to the quantum for audit and audit related services.
The above Directors' statements are in accordance with the recommendation received from the Audit Committee.

Incorporation of Additional Material

This Report incorporates the Strategic report (pages 2 - 39) including the Chairman's and CEQ's messages, Financial performance
(pages 40 - 49), Risk management (pages 50 - 63), Corporate governance (pages 64 - 75), Shareholder information (pages 286 - 291)
and the Environmental, customer, social and governance metrics (pages 297 - 306) sections of this Annual Report.

Catherine Livingstone AO
Chairman

7 August 2019

WL

Matt Comyn
Managing Director and Chief Executive Officer

7 August 2019
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Auditor’s Independence Declaration

As lead auditor for the audit of the Commonwealth Bank of Australia for the year ended 30 June 2019,
| declare that to the best of my knowledge and belief, there have been:

(@) no contraventions of the auditor independence requirements of the Corporations Act 2001in
relation to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of the Commonwealth Bank of Australia and the entities it controlled
during the period.

[P r

Matthew Lunn Sydney
Partner 7 August 2019
PricewaterhouseCoopers

PricewaterhouseCoopers, ABN 52 780 433 757

One International Towers Sydney, Watermans Quay, Barangaroo, GPO BOX 2650, SYDNEY
NSW 2001//www.pwcactuarial.com

T: +612 8266 0000, F: +612 8266 9999, www.pwc.com.au

Level 11,1PSQ, 169 Macquarie Street, Parramatta NSW 2150, PO Box 1155 Parramatta NSW 2124
T: +612 9659 2476, F: +612 8266 9999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.
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Income statements

For the year ended 30 June 2019

Interest income:
Effective interest income
Other
Interest expense
Net interest income
Other banking income
Net banking operating income
Net funds management operating income

Net insurance operating income

Total net operating income before impairment and
operating expenses

Loan impairment expense
Operating expenses
Net profit before income tax

Income tax expense

Net profit after income tax from continuing operations

Non-controlling interests in net profit after income tax from
continuing operations

Net profit attributable to equity holders of the Bank
from continuing operations

Net profit after tax from discontinued operations

Non-controlling interests in net profit after income tax from
discontinued operations

Net profit attributable to equity holders of the Bank

Note

21

2.1
2.1

23

2.3
23

3.2
24

25

30 Jun 19
$M

34,089
499

(16,468)
18,120
4,994
23,114
1,073
150

24,337

(1,201)
(11,373)
11,763
(3,391)

8,372
(12)
8,360
218
@)

8,571

The above Income Statements should be read in conjunction with the accompanying notes.

Earnings per share for profit attributable to equity holders of the Bank during the year:

Earnings per share from continuing operations: M

Basic
Diluted

Earnings per share:
Basic

Diluted

Financial
report

Income
statements

Group M@ ©

30 Jun 18 30 Jun 17
$M $M
33,643 32,705
501 490
(15,802) (15,649)
18,342 17,546
5,423 5,721
23,765 23,267
1,124 1,038
241 178
25,130 24,483
(1,079) (1,095)
(11,029) (10,133)
13,022 13,255
(3,952) (3,784)
9,070 9,471
(13) (13)
9,057 9,458
278 481
(6) (11)
9,329 9,928
30 Jun 19

30 Jun 19
$M

32,960
499
(17,405)
16,054
6,044
22,098

22,098

(1,058)
(10,633)
10,407

(2,624)

7,783

7,783

7,783

30 Jun 18

Cents per share

473.7
457.5

485. 6
468. 6

518. 8
503. 2

534.3
517.7

(1) Information has been restated and presented on a continuing operations basis. For details on the Group’s discontinued operations refer to Note 11.3.
(2) Comparative information has been restated to conform to presentation in the current year.
(3) Current year amounts reflect the adoption of AASB 9 ‘Financial Instruments’ and AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. As permitted by

AASB 9 and AASB 15 comparative information has not been restated. For details on the adoption of AASB 9 and AASB 15 refer to Note 1.1.

Bank (2)(3)
30 Jun 18
$M

32,531
465
(16,585)
16,411
7,365
23,776

23,776

(963)
(10,703)
12,110

(3,235)

8,875

8,875

8,875

Group
30 Jun 17

549. 9
532.9

577.3
558. 8
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Statements of comprehensive income

For the year ended 30 June 2019

Net profit after income tax for the period from continuing operations

Other comprehensive income/(expense):

Items that may be reclassified subsequently to profit/(loss):
Foreign currency translation reserve net of tax

Gains/(losses) on cash flow hedging instruments net of tax

Gains/(losses) on debt investment securities at fair value through other
comprehensive income net of tax

Losses on available-for-sale investments net of tax

Total of items that may be reclassified

Items that will not be reclassified to profit/(loss):

Actuarial (losses)/gains from defined benefit superannuation plans net of
tax

Losses on liabilities at fair value due to changes in own credit risk net of tax

Losses on equity investment securities at fair value through other
comprehensive income net of tax

Revaluation of properties net of tax
Total of items that will not be reclassified

Other comprehensive income/(expense) net of income tax from
continuing operations

Total comprehensive income for the period from continuing
operations

Net profit after income tax for the period from discontinued operations

Other comprehensive income/(expense) for the period from discontinued
operations net of income tax ®

Total comprehensive income for the period

Total comprehensive income for the period is attributable to:

Equity holders of the Bank
Non-controlling interests

Total comprehensive income net of tax

30Jun19 30Jun18 30Jun17

$M
8,372

457
947

103

1,507

(49)

(6)
34
(21)

1,486
9,858
218

14

10,090

10,071
19
10,090

Group '@
$M $M
9,070 9,471
(12) (256)
(53) (577)
(68) (52)
(133) (885)
161 175
(2) (3)
31 23
190 195
57 (690)
9,127 8,781
278 481
(6) (29)
9,399 9,233
9,380 9,209
19 24
9,399 9,233

30Jun 19
$M

7,783

214
1,003

(5)

1,212

(50)

(1)
33
(18)

1,194

8,977

8,977

8,977

8,977

(1) Information has been restated and presented on a continuing operations basis. For details on the Group’s discontinued operations refer to Note 11.3.
(2)  Current year amounts reflect the adoption of AASB 9 ‘Financial Instruments’ and AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. As permitted by
AASB 9 and AASB 15 comparative information has not been restated. For details on the adoption of AASB 9 and AASB 15 refer to Note 1.1.
(3) Includes $7 million gain on foreign currency translation net of tax (30 June 2018: $3 million gain; 30 June 2017: $29 million loss) and $7 million gain on revaluation of
debt investment securities measured at fair value through other comprehensive income net of tax. The year ended 30 June 2018 includes $9 million loss on revaluation

of available-for-sale investments net of tax.

The above Statements of Comprehensive Income should be read in conjunction with the accompanying notes.

Dividends per share attributable to shareholders of the Bank:

Ordinary shares

Note

8.4

30 Jun 19

431

30 Jun 18

Cents per share

431

Bank @
30 Jun 18
M

8,875

53

(34)
23

159

)

29
186

209

9,084

9,084

9,084

9,084

Group
30 Jun 17

429
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As at 30 June 2019
Group @ ® Bank (" ®
30 Jun 19 30Jun18 30 Jun 19 30 Jun 18
Assets Note $M $M $M $M
Cash and liquid assets 5.1 29,387 36,417 26,912 33,581
Receivables due from other financial institutions 8,093 9,222 7,334 8,376
Assets at fair value through Income Statement:
Trading 5.2 32,506 32,254 32,476 29,993
Insurance 5.2 - 372 - -
Other 5.2 1,171 258 652 -
Derivative assets 5.3 25,215 32,133 24,311 30,885
Investment securities:
At amortised cost 54 7,355 - 7,349 -
At fair value through other comprehensive income 54 78,912 - 73,212 -
Available-for-sale investments 5.4 - 82,240 - 77,731
Loans, bills discounted and other receivables 3.1 755,141 743,365 660,476 656,650
Bank acceptances of customers 32 379 32 379
Shares in and loans to controlled entities 11.2 - - 120,193 118,252
Property, plant and equipment 2,383 2,576 1,389 1,460
Investments in associates and joint ventures 1.1 3,001 2,842 1,017 1,118
Intangible assets 6.1 7,965 9,090 4,317 4,466
Deferred tax assets 2.5 1,675 1,439 1,570 1,430
Other assets 6.2 7,115 6,924 5,910 6,212
Assets held for sale 11.3 16,551 15,654 1 19
Total assets 976,502 975,165 967,151 970,552
Liabilities
Deposits and other public borrowings 4.1 636,040 622,234 573,851 566,200
Payables due to other financial institutions 23,370 20,899 22,618 20,014
Liabilities at fair value through Income Statement 4.2 8,520 10,247 7,961 9,106
Derivative liabilities 5.3 22,777 28,472 26,654 30,871
Bank acceptances 32 379 32 379
Due to controlled entities - - 105,774 105,327
Current tax liabilities 326 952 129 796
Other provisions 71 2,751 1,860 2,337 1,561
Insurance policy liabilities - 451 - -
Debt issues 4.3 163,990 172,294 131,062 139,984
Bills payable and other liabilities 7.2 10,285 11,625 9,040 10,145
Liabilities held for sale 11.3 15,796 14,900 - -
883,887 884,313 879,458 884,383
Loan capital 8.2 22,966 22,992 22,569 22,249
Total liabilities 906,853 907,305 902,027 906,632
Net assets 69,649 67,860 65,124 63,920
Shareholders’ Equity
Ordinary share capital 8.3 38,020 37,270 38,212 37,533
Reserves 8.3 3,092 1,676 3,813 2,568
Retained profits 8.3 28,482 28,360 23,099 23,819
Shareholders’ Equity attributable to equity holders of the Bank 69,594 67,306 65,124 63,920
Non-controlling interests 11.1 55 554 - -
Total Shareholders' Equity 69,649 67,860 65,124 63,920

(1) Comparative information has been restated to conform to presentation in the current year.

(2) Current year balances have been impacted by the announced sale of CFSGAM, PT Commonwealth Life, Count Financial and completed sales of Sovereign and
TymeDigital SA. For details on the Group’s discontinued operations, refer to Note 11.3.

(3) Current year balances reflect the adoption of AASB 9 ‘Financial Instruments’ and AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. As permitted by
AASB 9 and AASB 15 comparative information has not been restated. For details on the adoption of AASB 9 and AASB 15 refer to Note 1.1.

The above Balance Sheets should be read in conjunction with the accompanying notes.
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Statements of changes in equity

For the year ended 30 June 2019

Group
Ordinary Non- Total
share Retained controlling Shareholders’
capital Reserves profits Total interests Equity
$M $M $M $M $M $M
As at 30 June 2017 34,971 1,869 26,274 63,114 546 63,660
Net profit after income tax from continuing
operations - - 9,057 9,057 13 9,070
Net profit after income tax from discontinued
operations - - 272 272 6 278
Net other comprehensive income from
continuing operations m - (102) 159 57 - 57
Net other comprehensive income from
discontinued operations " - (6) - (6) - (6)
Total comprehensive income for the period - (108) 9,488 9,380 19 9,399
Transactions with Equity holders in their capacity
as Equity holders: @
Dividends paid on ordinary shares - - (7,484) (7,484) - (7,484)
Dividend reinvestment plan (net of issue 2.105 ) ) 2105 ) 2,105
costs)
Issue of shares (net of issue costs) 164 - - 164 - 164
Share-based payments - (19) - (19) - (19)
Purchase of treasury shares (95) - - (95) - (95)
Sale and vesting of treasury shares 125 - - 125 - 125
Other changes - (66) 82 16 (11) 5
As at 30 June 2018 37,270 1,676 28,360 67,306 554 67,860
Change on adoption of new accounting
- - 955 955 - 955
standards © (959) (955) (955)
Restated opening balance 37,270 1,676 27,405 66,351 554 66,905
Net prqflt after income tax from continuing ) ) 8,360 8,360 12 8,372
operations
Net prgflt after income tax from discontinued ) ) 211 211 7 218
operations
Net gthgr compre.henswe income from ) 1,535 (49) 1,486 ) 1,486
continuing operations
Net other comprehensive income from ) 14 ) 14 ) 14

discontinued operations
Total comprehensive income for the period - 1,549 8,522 10,071 19 10,090
Transactions with Equity holders in their

capacity as Equity holders: @

Dividends paid on ordinary shares - - (7,606) (7,606) - (7,606)
(E)(i)\gg?nd reinvestment plan (net of issue 748 ) ) 748 ) 748
Issue of shares (net of issue costs) - - - - - -
Share-based payments - 16 - 16 - 16
Purchase of treasury shares (93) - - (93) - (93)
Sale and vesting of treasury shares 95 - - 95 - 95
Other changes - (149) 161 12 (518) (506)
As at 30 June 2019 38,020 3,092 28,482 69,594 55 69,649

(1) Information has been restated to reflect reclassification of CFSGAM and PT Commonwealth Life as discontinued operations during the current year.

(2)  Current year and prior year include discontinued operations.

(3) The Group adopted AASB 9 ‘Financial Instruments’ and AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. The carrying amounts of assets and
liabilities impacted by the adoption were adjusted through opening retained profits and reserves on 1 July 2018 as if the Group has always applied the new requirements.
As permitted by AASB 9 and AASB 15, comparative information has not been restated. For details on the adoption of AASB 9 and AASB 15, refer to Note 1.1.

The above Statements of Changes in Equity should be read in conjunction with the accompanying notes.
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For the year ended 30 June 2019

As at 30 June 2017
Net profit after income tax from continuing operations
Net other comprehensive income from continuing operations

Total comprehensive income for the period

Transactions with Equity holders in their capacity as Equity holders:

Dividends paid on ordinary shares
Dividend reinvestment plan (net of issue costs)
Issue of shares (net of issue costs)
Share-based payments
Other changes
As at 30 June 2018
Change on adoption of new accounting standards "
Restated opening balance

Net profit after income tax from continuing operations

Net other comprehensive income from continuing operations

Total comprehensive income for the period

Transactions with Equity holders in their capacity as Equity holders:

Dividends paid on ordinary shares
Dividend reinvestment plan (net of issue costs)
Issue of shares (net of issue costs)
Share-based payments

Purchase of treasury shares

Other changes

As at 30 June 2019

Ordinary
share
capital
$M
35,262

2,107
164

37,533

37,533

748

(69)

38,212

Financial
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Reserves
$M
2,556

52
52

(2%)
(1)
2,568

2,568

1,244
1,244

22
(21)
3,813

Retained
profits
$mM

22,256
8,875
157
9,032

(7,484)

15
23,819

(868)
22,951
7,783

(50)
7,733

(7,606)

21
23,099

Bank

Total
Shareholders’
Equity

$M

60,074

8,875
209
9,084

(7,484)

2,107
164

65,124

(1)  The Bank adopted AASB 9 ‘Financial Instruments’ and AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. The carrying amounts of assets and liabilities
impacted by the adoption were adjusted through opening retained profits and reserves on 1 July 2018 as if the Bank has always applied the new requirements. As
permitted by AASB 9 and AASB 15, comparative information has not been restated. For details on the adoption of AASB 9 and AASB 15 refer to Note 1.1.

The above Statements of Changes in Equity should be read in conjunction with the accompanying notes.
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Statements of cash flows

For the year ended 30 June 2019

30 Jun 19
Note $M
Cash flows from operating activities
Interest received 34,757
Interest paid (15,695)
Other operating income received 5,808
Expenses paid (10,784)
Income taxes paid (4,878)
Net inflows from assets at fair value through Income Statement
o e 2,482
(excluding life insurance)
Net inflows/(outflows) from liabilities at fair value through Income
Statement:
Insurance:
Investment income 340
Premiums received © 2,414
Policy payments and commission expense ) (3,061)
Other liabilities at fair value through Income Statement 126
Cash flows from operating activities before changes in
. R 11,509
operating assets and liabilities
Changes in operating assets and liabilities arising from
cash flow movements
Movement in investment securities:
Purchases (41,925)
Proceeds 43,239
Movement in available-for-sale investments:
Purchases -
Proceeds -
Net increase in loans, bills discounted and other receivables (9,465)
Net decrease in receivables due from other financial institutions
" 1,345
and regulatory authorities
Net decrease/(increase) in securities purchased under 930
agreements to resell
Insurance business:
Purchase of insurance assets at fair value through Income
(1,383)
Statement
Proceeds from sale/maturity of insurance assets at fair value
2,512
through Income Statement
Net decrease/(increase) in other assets 525
Net increase/(decrease) in deposits and other public borrowings 4,891
Net increase/(decrease) in payables due to other financial
P 2,154
institutions
Net increase/(decrease) in securities sold under agreements to 4402
repurchase ’
Net (decrease)/increase in other liabilities (648)
Changes in operating assets and liabilities arising from
6,577
cash flow movements
Net cash provided by/(used in) operating activities 12.3 (a) 18,086

30 Jun 18
$M

35,801
(15,356)
6,181
(10,340)

(4,791)

5,270

225
3,241
(3,453)

(208)

16,570

(51,783)
52,832
(16,105)

884

9,258

(1,594)

2,671

(11)
(876)

(8,279)
(1,574)
(884)
(15,461)

1,109

Group M@
30 Jun 17
$M

33,536
(15,006)
5,556
(9,763)
(3,976)

4,220

186
3,366
(3,854)

156

14,421

(54,608)
49,392
(38,744)

1,100

(13,993)

(1,789)

3,152

(174)
39,821

666
(853)
802
(15,228)
(807)

30Jun 19
$M

32,366

(16,743)
3,971
(9,693)
(4,453)

6,915

(410)
11,953

(39,020)
39,556

(4,585)
1,210

933

524
1,949

2,319

4,408
(137)

7,157

19,110

(1) It should be noted that the Group does not use these accounting Statements of Cash Flows in the internal management of its liquidity positions.

(2) Includes discontinued operations. For the cash flows from discontinued operations refer to Note 11.3.

(3) Represents gross premiums and policy payments before splitting between policyholders and shareholders.

Bank(1)(2)
30 Jun 18
$M

34,679
(16,100)
4,217
(8,739)
(3,892)

7,185

12
17,362

(50,501)
51,673
(10,420)

583

9,723

(35)
(4,984)

(8,451)
(1,695)
(1,664)

(15,771)

1,591
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For the year ended 30 June 2019
Group @
30Jun19 30Jun18 30Jun17 30Jun 19
Note $M $M $M ™M
Cash flows from investing activities
Cash inflows/(outflows) from acquisitions - 26 (31) -
Net proceeds from disposal of entities and businesses (net
of cash disposals) 1,259 ) ! )
Dividends received 141 68 94 1,473
Net amounts received from controlled entities - - - (1,906)
Proceeds from sale of property, plant and equipment 151 155 381 89
Purchases of property, plant and equipment (326) (477) (602) (271)
\':l;:tﬁer]:: flows from sales/(acquisitions) of associates/joint 72 @271) (25) 29
Net purchase of intangible assets (314) (503) (495) (597)
Net cash (used in)/provided by investing activities 983 (1,002) (677) (1,183)
Cash flows from financing activities
Dividends paid (excluding Dividend Reinvestment Plan) (6,853) (5,366) (6,084) (6,853)
Redemption of other equity instruments (net of costs) (505) - - -
Proceeds from issuance of debt securities 56,448 68,273 94,560 46,685
Redemption of issued debt securities (73,747) (67,809) (81,758) (63,343)
Purchase of treasury shares (93) (95) (92) (69)
Sale of treasury shares 22 55 34 -
Issue of loan capital 1,579 4,445 3,757 1,571
Redemption of loan capital (2,637) (464) - (2,263)
Proceeds from issuance of shares (net of issue costs) - - (6) -
Other 47 27 61 (70)
Net cash (used in)/provided by financing activities (25,739) (934) 10,472 (24,342)
Net (decrease)/increase in cash and cash equivalents (6,670) (827) 8,988 (6,415)
Effect of foreign exchange rates on cash and cash equivalents 675 715 (318) 598
Cash and cash equivalents at beginning of year 23,005 23,117 14,447 21,351
Cash and cash equivalents at end of year 12.3 (b) 17,010 23,005 23,117 15,534

(1) It should be noted that the Group does not use these accounting Statements of Cash Flows in the internal management of its liquidity positions.
(2) Includes discontinued operations. For the cash flows from discontinued operations refer to Note 11.3.
(3) Amounts received from and paid to controlled entities are presented in line with how they are managed and settled.

The above Statements of Cash Flows should be read in conjunction with the accompanying notes.

Bank (" @
30 Jun 18
M

2,085
(2,993)
42
(321)

(405)
(1,592)

(5,364)

57,708
(56,692)

4,436
(467)

36
(343)
(344)

746

20,949
21,351
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1. Overview

1.1 General information, basis of accounting, changes in accounting

policies

General information

The Financial Report of the Commonwealth Bank of Australia (the
Bank) and the Bank and its subsidiaries (the Group) for the year
ended 30 June 2019, was approved and authorised for issue by the
Board of Directors on 7 August 2019. The Directors have the power
to amend and reissue the Financial Statements.

The Bank is a for-profit entity incorporated and domiciled in
Australia. It is a company limited by shares that are publicly traded
on the Australian Securities Exchange. The registered office is
Ground Floor, Tower 1, 201 Sussex Street, Sydney, NSW 2000,
Australia.

The Financial Report includes the consolidated and standalone
financial statements of the Group and the Bank, respectively. Notes
accompanying the Financial Statements and the Independent
Auditor’s Report form part of the Financial Report.

On 21 September 2017, the Group entered into an agreement to sell
100% of its life insurance businesses in Australia (Comminsure Life)
and New Zealand (Sovereign) to AIA Group Limited (AlA). The sale
of Sovereign completed on 2 July 2018. The sale of CommInsure
Life remains subject to completion of the transfer of the Group’s
stake in BoCommLife Insurance Company Limited (BoCommLife)
out of Comminsure Life and its associated Chinese regulatory
approvals.

The Group and AIA remain fully committed to completing the
Comminsure Life transaction. The Group and AIA are also well
progressed in exploring an alternative path to complete the
Comminsure Life transaction prior to the transfer of the Group’s
stake in BoCommLife. The alternative path is expected to be subject
only to Australian regulatory approvals. The Group expects to be
able to provide further details of this alternative path by the end of
the first quarter of the financial year 2020, if the sale of BoCommLife
has not substantially progressed in that timeframe.

On 23 May 2018, the Group announced the sale of its 37.5% equity
interest in BoCommLife to Mitsui Sumitomo Insurance Co. Ltd (MS]).
The sale of BoCommLife is subject to Chinese regulatory approvals
and is the final condition precedent for the sale of Commlnsure Life.
The sale of BoCommLife is expected to be completed in the second
half of the calendar year 2019.

On 25 June 2018, the Group announced its intention to demerge its
wealth management and mortgage broking businesses, and
undertake a strategic review of its general insurance business,
including a potential sale. On 14 March 2019, the Group announced
suspension of its preparation for the demerger in order to focus on
the implementation of Royal Commission recommendations,
refunding customers and remediating past issues.

On 23 October 2018, the Group announced the sale of its
80% interest in its Indonesian life insurance business, PT
Commonwealth Life (PTCL), to FWD Group (FWD). As part of
the sale, CBA’s Indonesian banking subsidiary, PT Bank
Commonwealth (PTBC), will enter into a 15 year life insurance
distribution partnership with FWD. The sale is subject to regulatory
approvals in Indonesia and is now expected to complete in the
second half of calendar year 2019.

On 31 October 2018, the Group announced the sale of Colonial First
State Global Asset Management (CFSGAM) to Mitsubishi UFJ Trust
and Banking Corporation (MUTB). The sale completed on
2 August 2019.

On 1 November 2018, the Group completed the sale of
Commonwealth Bank of South Africa (Holding Company) Limited
(TymeDigital SA) to the minority shareholder, African Rainbow
Capital (ARC).

On 13 June 2019, the Group announced the sale of its 100% interest
in Count Financial Limited (Count Financial) to CountPlus Limited
(CountPlus). Completion is expected to occur in October 2019.

Comminsure Life, Sovereign, BoCommlLife, CFSGAM, PTCL and
TymeDigital SA have been classified as discontinued operations in
the Group’s financial statements for the year ended 30 June 2019.
The assets and liabilities of Count Financial are classified as held
for sale as at 30 June 2019.

There have been no other significant changes in the nature of the
principal activities of the Group during the year.

Basis of accounting

The Financial Report:

e is a general purpose financial report;

e has been prepared in accordance with the Australian
Accounting interpretations adopted by the Australian
Accounting Standards Board (AASB) and International Financial
Reporting Standards (IFRSs) as issued by the International
Accounting Standards Board;

e has been prepared in accordance with the requirements of the
Corporations Act 2001 (Cth);

e s presented in Australian dollars, which is the Bank’s functional
and presentation currency, with all values rounded to the
nearest million dollars ($M) in  accordance with
ASIC Corporations Instrument 2016/191 unless otherwise
indicated,;

e includes foreign currency transactions that are translated into
the functional currency, using the exchange rates prevailing at
the date of each transaction;

e has been prepared on a going concern basis using a historical
cost basis, except for certain assets and liabilities (including
derivative instruments) measured at fair value;

e presents assets and liabilities on the face of the Balance Sheets
in decreasing order of liquidity;

e where required, presents restated comparative information for
consistency with the current year’s presentation in the Financial
Report;

e contains accounting policies that have been consistently applied
to all periods presented, unless otherwise stated.
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Change in comparatives
Discontinued operations

The financial results of businesses reclassified as discontinued
operations are excluded from the results of the continuing
operations and are presented as a single line item ‘Net profit/(loss)
after tax from discontinued operations’ in the Income Statement, and
‘Other comprehensive income/(expense) from discontinued
operations’ in the Statement of Comprehensive Income.

The Income Statements and Statements of Comprehensive Income
for comparative periods are also restated. Assets and liabilities of
discontinued operations subject to disposal have been presented on
the Balance Sheet separately as assets and liabilities held for sale.
The Balance Sheet is not restated when a business is reclassified
as a discontinued operation.

Re-segmentation

In line with the Group’s commitment to becoming a simpler, better
bank, a number of changes to the Group’s operating model have
been made during the year:

e The General Insurance business has been placed under
strategic review and moved to be part of Retail Banking
Services, while the review is underway;

e The Small Business banking segment has been transferred out
of Retail Banking Services to Business and Private Banking in
order to consolidate the Group’s business banking operations;
and

e Bankwest and Commonwealth Financial Planning have been
consolidated into Retail Banking Services, aligning all retail
businesses within one division.

The comparative information has been restated.

Change in accounting policies

AASB 9 ‘Financial Instruments’

The Group adopted AASB 9 Classification and Measurement, and
Impairment requirements and amendments in AASB 2017-6 related
to prepayment features on 1 July 2018. The Group has elected an
accounting policy choice in AASB 9 to retain AASB 139 hedge
accounting requirements. The Group can commence applying
AASB 9 hedging at the beginning of any future reporting period.

AASB 9 Classification and Measurement and Impairment
requirements have been applied on a retrospective basis. The
Group has adjusted the carrying amounts of financial instruments
impacted by the adoption of AASB 9 through opening retained
profits and reserves on 1 July 2018 as if it has always applied the
new requirements. As permitted by AASB 9, the Group has not
restated the comparative period financial statements.

The key changes to the Group’s accounting policies and resultant
impacts from the adoption of AASB 9 are described below.

Impairment

AASB 9 introduced an expected credit loss (ECL) impairment model
which differs significantly from the incurred loss approach under
AASB 139. The ECL model is forward looking and does not require
evidence of an actual loss event for impairment provisions to be
recognised.

The implementation of AASB 9 required management to make a
number of judgements and assumptions and has had a significant

Financial
report

Notes to the
financial
statements

impact on the Group’s impairment provisioning methodology. A
description of the key components of the Group’s AASB 9
impairment methodology is provided below.

Expected credit loss (ECL) model

The ECL model applies to all financial assets measured at amortised
cost, debt securities measured at fair value through other
comprehensive income, lease receivables, loan commitments and
financial guarantee contracts not measured at fair value through
profit or loss (FVTPL). The model uses a three-stage approach to
recognition of expected credit losses. Financial assets migrate
through these stages based on changes in credit risk since
origination:

e Stage 1— 12 months ECL — Performing loans
On origination, financial assets recognise an impairment
provision equivalent to 12 months ECL. 12 months ECL is the
credit losses expected to arise from defaults occurring over the
next 12 months.

e Stage 2 - Lifetime ECL - Performing loans that have
experienced a significant increase in credit risk (SICR)
Financial assets that have experienced a SICR since origination
are transferred to Stage 2 and recognise an impairment
provision equivalent to lifetime ECL. Lifetime ECL is the credit
losses expected to arise from defaults occurring over the
remaining life of financial assets. If credit quality improves in a
subsequent period such that the increase in credit risk since
origination is no longer considered significant the exposure is
reclassified to Stage 1 and the impairment provision reverts to
12 months ECL.

e Stage 3 — Lifetime ECL — Non-performing Loans
Financial assets in default recognise a provision equivalent to
lifetime ECL. This includes assets that are considered credit
impaired as well as assets that are considered to be in default
but are not credit impaired.

Credit losses for financial assets in Stage 1 and Stage 2 are
assessed for impairment collectively, whilst those in Stage 3 are
subjected to either collective or individual assessment of expected
credit losses.

Interest revenue is recognised on gross carrying amounts for
financial assets in Stage 1 and Stage 2, and gross carrying value
net of impairment provisions for financial assets in Stage 3.

Significant increase in credit risk (SICR)

SICR is assessed by comparing the risk of default occurring over the
expected life of the financial asset at reporting date to the
corresponding risk of default at origination. The Group considers all
available qualitative and quantitative information that is relevant to
assessing SICR.

For non-retail portfolios, such as the corporate risk rated portfolio
and the asset finance portfolio, the risk of default is defined using
the existing Risk Rated Probability of Default (PD) Masterscale. The
PD Masterscale is used in internal credit risk management and
includes 23 risk grades that are assigned at a customer level using
rating tools reflecting customer specific financial and non-financial
information and management’s experienced credit judgement.
Internal credit risk ratings are updated regularly on the basis of the
most recent financial and non-financial information.
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AASB 9 ‘Financial Instruments’ (continued)

Significant increase in credit risk (SICR) (continued)

The Group has developed a Retail Masterscale for use in the ECL
measurement on personal loans, credit cards, home loans and
SME retail portfolios. The Retail Masterscale has 15 risk grades
that are assigned to retail accounts based on their credit quality
scores determined through a credit quality scorecard. Risk grades
for retail exposures are updated monthly as credit quality
scorecards are recalculated based on new behavioural
information.

For significant portfolios, the primary indicator of SICR is a
significant deterioration in an exposure’s internal credit rating
grade between origination and reporting date. Application of the
primary SICR indicator uses a sliding threshold such that an
exposure with a higher credit quality at origination would need to
experience a more significant downgrade compared to a lower
credit quality exposure before SICR is triggered. The level of
downgrade required to trigger SICR for each origination grade
have been defined for each significant portfolio.

The assessment of significant increase in credit risk includes the
impact of forward looking adjustments for emerging risks at an
industry, geographic location or a particular portfolio segment
level, which are calculated by stressing an exposure’s internal
credit rating grade at the reporting date. This accounts for
approximately 65% of Stage 2 exposures for the Group and the
Bank as at 30 June 2019.

The Group also uses secondary SICR indicators as backstops in
combination with the primary SICR indicator, including:

e Arrears status;
e A retail exposure entering a financial hardship status; and
e A non-retail exposure’s referral to Group Credit Structuring.

For a number of small portfolios, which are not considered
significant individually or in combination, the Group applies
simplified provisioning approaches that differ from the description
above. 30 days past due is used as a primary indicator of SICR
on exposures in these portfolios.

Definition of default, credit impaired assets and write-offs

The definition of default used in measuring ECL is aligned to the
definition used for internal credit risk management purposes
across all portfolios. This definition is also in line with the
regulatory definition of default. Default occurs when there are
indicators that a debtor is unlikely to meet contractual credit
obligations to the Group in full, or the exposure is 90 days past
due.

Facilities are classified as credit impaired where there is doubt as
to whether the full amounts due, including interest and other
payments, will be received in a timely manner. Loans are written
off when there is no reasonable expectation of recovery.

ECL measurement

ECL is a probability weighted expected credit loss estimated by
evaluating a range of possible outcomes and taking into account
the time value of money, past events, current conditions and
forecasts of future economic conditions.

The Group uses the following AASB 9 collective provisioning
models in calculating ECL:

e Retail lending: Personal Loans model, Credit Cards model,
Home Loans model, Retail SME model;

e Non-retail lending: Corporate Risk rated model, Asset
Finance model.

For each significant portfolio ECL is calculated as a product of the
following credit risk factors at a facility level:

e Probability of default (PD): The likelihood that a debtor will be
unable to pay its obligations in full without having to take
actions such as realising on security or that the debtor will
become 90 days overdue on obligation or contractual
commitment;

e Exposure at default (EAD): Expected balance sheet exposure
at default. The Group generally calculates EAD as the higher
of the drawn balance and total credit limit, except for the credit
cards portfolio, for which EAD calculation also takes into
account the probability of unused limits being drawn down;
and

e Loss given default (LGD): The amount that is not expected to
be recovered following default.

Secured retail exposures with expected loss in excess of $20,000
and defaulted non-retail exposures that are not well secured are
assessed for impairment through an Individually Assessed
Provisions (IAP) process. Impairment provisions on these
exposures are calculated directly as the difference between the
defaulted asset’s carrying value and the present value of expected
future cash flows including cash flows from realisation of
collateral, where applicable.

Forward-looking information

Credit risk factors of PD and LGD used in ECL calculation are
point-in-time estimates based on current conditions and adjusted
to include the impact of multiple probability-weighted future
forecast economic scenarios.

Forward looking PD and LGD factors are modelled for each
significant portfolio based on macro-economic factors that are
most closely correlated with credit losses in the relevant portfolios.
Each of the four scenarios (refer below) includes a forecast of
relevant macro-economic variables which differ by portfolio:

e Retail portfolios: Cash rate, unemployment rate, GDP per
capita and House price index.

e Non-retail lending: Unemployment rate, business investment
index, ASX 200 and the AUD/USD exchange rate.

New Zealand equivalents of a subset of the above macro-
economic variables are used for retail credit exposures originated
in New Zealand.

The Group uses the following four alternative macro-economic
scenarios to reflect an unbiased probability-weighted range of
possible future outcomes in estimating ECL:

e Central scenario: This scenario considers the Group’s base
case assumptions used in business planning and forecasting.
This scenario considers continued growth in GDP per capita,
investment, the share market and the labour market
supported by exchange rates and interest rate reductions over
the short term. House prices see further modest declines from
currently observed levels;
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AASB 9 ‘Financial Instruments’ (continued)

Forward-looking information (continued)

e Upside and Downside scenarios: These scenarios are set
relative to the Central scenario and based on macro-
economic conditions which would lead to the lowest/highest
impairment losses expected over an approximate 10 year
economic cycle. Under the Upside scenario the economy
strengthens from current state where several metrics,
including house prices, return to above average growth and
the central bank increases interest rates in the next year. The
Downside scenario represents a deterioration from current
state where the economy observes moderate declines across
most metrics, including further house prices declines, as well
as additional decreases in official interest rates; and

e Severe Downside scenario: This scenario has been included
to account for a potentially severe impact of less likely,
extremely adverse macro-economic conditions which would
lead to the highest impairment losses expected over a longer
horizon such as a 30 year economic cycle. Under this
scenario the economy sees a significant deterioration from
current state. The scenario contemplates a breakdown in
typical economic relationships reflected by significant
declines in GDP per capita, investment, house prices and the
share market as well as increases in unemployment, interest
rates and exchange rates.

Weights are assigned to each scenario based on management’s
best estimate of the proportion of potential future loss events that
each scenario represents. The same economic scenarios and
probability weights apply across all portfolios. The Group’s
assessment of SICR also incorporates the impact of multiple
probability-weighted future forecast economic scenarios on
exposures’ internal risk grades using the same four forecast
macro-economic scenarios as described above.

In estimating impairment provisions on individually significant
defaulted exposures, the Group generally applies conservative
assumptions in estimating recovery cash flows. Incorporating
multiple forecast economic scenarios in estimates is not expected
to significantly effect the level of impairment provisions on these
credit exposures.

Lifetime of an exposure

For exposures in Stage 2 and Stage 3 impairment provisions are
determined as a lifetime expected loss. The Group uses a range
of approaches to estimate expected lives of financial instruments
subject to ECL requirements:

e Non-revolving products in corporate portfolios: Expected life
is determined as a maximum contractual period over which
the Group is exposed to credit risk;

e Non-revolving retail products: For fixed term products such as
personal loans and home loans, expected life is determined
using behavioural term analysis and does not exceed the
maximum contractual period; and

e Revolving products in corporate and retail portfolios: For
revolving products that include both a loan and an undrawn
commitment, such as credit cards and corporate lines of
credit, the Group’s contractual ability to cancel the undrawn
limits and demand repayments does not limit the exposure to
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credit losses to the contractual notice period. For such
products, ECL is measured over the behavioural life.

Incorporation of experienced credit judgement

Management exercises credit judgement in assessing if an
exposure has experienced SICR and in determining the amount
of impairment provisions at each reporting date. Where
applicable, model adjustments are made to incorporate
reasonable and supportable information about known or expected
risks that have not been considered in the modelling process. This
includes but is not limited to information about emerging risks at
an industry, geographical location or a particular portfolio segment
level.

Governance

The Group’s Loan Loss Provisioning Committee (LLPC) is
responsible for approving forecast economic scenarios and their
associated weights. In addition, LLPC is responsible for approving
all model adjustments including those required to account for
situations where all relevant information has not been considered
in the modelling process. The Group’s provisions for impairment,
loan impairment expense and any areas of judgement are
reported to the Group’s Board Audit Committee.

Classification and measurement

Under AASB 9, the classification and subsequent measurement
of financial assets depends on:

o the business model within which the financial assets are
managed; and

e the contractual cash flow characteristics of the asset, that is,
whether the cash flows represent ‘solely payments of principal
and interest’ (SPPI).

Business model assessment

The business model reflects how the Group manages financial
assets in order to generate returns. This is assessed at the level
which best reflects the manner in which risk and returns are
managed, and information is provided to management. The
factors considered in determining the business model include:

e how the financial assets’ performance is evaluated and
reported to management;

e how the risks within the portfolio are assessed and managed;
and

e the frequency, volume, timing for past sales, sales
expectations in future periods, and the reasons for such sales.

Assessment of whether contractual cash flows meet the
SPPI test

In making the assessment of whether the contractual cash flows
have SPPI characteristics, the Group considers whether the cash
flows represent solely the payment of principal and interest.
Principal is the fair value of the financial asset on initial
recognition. Interest typically comprises compensation for the time
value of money, credit risk and other basic lending costs, such as
liquidity risk and administrative costs. Where the contractual terms
include exposure to risk or volatility that is inconsistent with a basic
lending arrangement, the cash flows would not be considered to
be SPPI and the assets would be measured at fair value through
profit or loss.
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AASB 9 ‘Financial Instruments’ (continued)

Assessment of whether contractual cash flows meet the
SPPI test (continued)

In making the assessment, the Group considers contingent events
that would change the amount and timing of cash flows,
prepayment and extension terms, leverage features, terms that
limit the Group’s claim to cash flows from specified assets
(e.g. non-recourse asset arrangements), and features that modify
consideration of the time value of money.

The Group is required to differentiate between financial asset debt
instruments and financial asset equity instruments.

Financial assets — debt instruments

There are three classification models for financial asset debt
instruments under AASB 9:

e Amortised cost — Financial assets are classified within this
measurement category if they are held within a portfolio
whose primary objective is the collection of contractual cash
flows, where the contractual cash flows on the instrument are
SPPI, and that are not designated at fair value through profit
or loss.

e Fair value through other comprehensive income (FVOCI) —
This classification applies to financial assets which meet the
SPPI test, and are held within a portfolio whose objectives
include both the collection of contractual cash flows and the
selling of financial assets. These financial assets are
subsequently measured at fair value with movements in the
fair value recognised in other comprehensive income, with the
exception of interestincome, ECL and foreign exchange gains
and losses that are recognised within profit or loss. When the
financial asset is derecognised, the cumulative gain or loss
previously recognised in other comprehensive income is
reclassified to the income statement.

e Fair value through profit or loss (FVTPL) — Financial assets
that do not meet the criteria for classification as amortised
cost or FVOCI are measured at FVTPL. The Group may also
irrevocably designate financial assets that would otherwise
meet the requirements to be measured at amortised cost or
at FVOCI, as at FVTPL, if doing so would eliminate or
significantly reduce an accounting mismatch that would
otherwise arise.

Financial assets — equity instruments

AASB 9 requires equity instruments to be measured at FVTPL but
permits non-traded equity investments to be designated at FVOCI
on an instrument by instrument basis. Gains or losses are not
reclassified from other comprehensive income to profit or loss on
disposal of the investment. However, the gains or losses may be
reclassified within equity. These instruments are not subject to
impairment assessment.

Financial liabilities

The Group adopted the AASB 9 requirement to recognise
changes in the fair value of financial liabilities designated at fair
value through the Income Statement that are attributable to
changes in own credit risk in other comprehensive income on 1
January 2014. There were no other changes to the classification
and measurement of financial liabilities as a result of adoption of
AASB 9.

Refer to Note 12.6 for the accounting policies that applied to
financial instruments for comparative periods.

AASB 15 ‘Revenue from contracts with customers’

On 1 July 2018, the Group adopted AASB 15 ‘Revenue from
Contracts with Customers’, replacing the previous standard,
AASB 118 ‘Revenue’. Under AASB 118, revenue was recognised
when risks and rewards transferred from the seller to the
buyer. AASB 15 has introduced a single, principle-based five-
step recognition and measurement model for revenue recognition.
The five steps are:

Identify the contract with a customer;

Identify the separate performance obligations;

Determine the transaction price;

Allocate the transaction price to each performance obligation
identified in Step 2; and

5. Recognise revenue when a performance obligation is
satisfied.

N =

Where there is variable consideration in calculating a transaction
price, revenue will only be recognised if it is highly probable that
a significant revenue reversal will not subsequently occur.
AASB 15 applies to contracts with customers except for revenue
arising from items such as financial instruments, insurance
contracts and leases.

The Group has used the modified retrospective approach in
adopting AASB 15 which recognises the cumulative effect of initial
application through opening retained earnings as at 1 July 2018.
The Group has not restated the comparative period financial
statements. The modified retrospective approach applied to
contracts not completed at 30 June 2018.

The significant changes to the Group as a result of adopting
AASB 15 are:

e Trail commissions: Certain trail commission income and
expenses that were previously recognised over time by the
Group, are recognised at the start of a contract when the
performance obligation has been met. This has resulted in
the Group recognising the net present value of expected
future trail commission income and expenses. For investment
referral services, the Group is unable to forecast the trail
commission revenue in line with the highly probable test in
AASB 15. Therefore trail commission revenue and expenses
on investment referral balances are recognised when
received or paid; and

e Upfront fees: Certain fees in relation to lending, lease and
guarantees arrangements are no longer recognised upfront
but when the performance obligation to the customer is
delivered, which is generally over the life of these contractual
arrangements. Where the performance obligation is the
Group providing a loan, lease arrangement or guarantee over
a contractual period, these fees previously recognised upfront
are amortised over the expected life of the contracts. This has
also resulted in a reclassification of the fees from other
banking income to interest income.

Refer to Note 12.6 for the accounting policies that applied to
revenue recognition for comparative periods.
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Adoption of AASB 9 classification and measurement

High Quality Liquid Assets (HQLA): under AASB 139,
$78,145 million of the Group’s HQLA were included in Available-
for-Sale investments (Bank: $77,686 million). $7,121 million of the
Group’s HQLA (Bank: $7,121 million) previously included in
Available-for-Sale assets were held within the business model
held to collect and have been reclassified to Investment securities
at amortised cost under AASB 9. These financial assets have
been restated to amortised cost and $4 million of unrealised gains
(before tax) previously recognised by the Group (Bank: $4 million
unrealised gain) in the Available-for-Sale revaluation reserve
have been reversed against the carrying value of the assets on
1 July 2018. This also led to a reversal of the deferred tax
previously recognised in relation to unrealised gains on these
securities through reserves. The Group’s deferred tax asset has
increased by $1 million (Bank: $1 million increase) and the
reserves have decreased by $3 million (Bank: $3 million
decrease).

$71,020 million of the Group’s HQLA (Bank: $70,561 million)
previously included in Available-for-Sale assets were held within
the business model held to collect and sell and have been
reclassified to Investment securities at FVOCI under AASB 9. The
reclassification did not have an impact on retained profits or
reserves.

The fair value of HQLA reclassified from Available-for-Sale
Investments to Investment Securities at amortised cost on
adoption of AASB 9 and held as at 30 June 2019 was
$5,316 million. The fair value loss that would have been
recognised on these securities in Other comprehensive Income
as at 30 June 2019 was $9 million.

NZD liquid assets: under AASB 139, $3,797 million of the
Group’s NZD liquid assets were included in Available-for-Sale
investments with the remaining $2,148 million measured at
FVTPL. These financial assets were held within the business
model held to collect and sell and have been reclassified to
Investment securites at FVOCI under AASB9. The
reclassification did not have a material impact on retained profits
or reserves.

As at 30 June 2019, the Group did not hold any of the NZD liquid
assets reclassified from Assets at FVTPL to Investment securities
at FVOCI on adoption of AASB 9. The average interest rate on
these instruments on 1 July 2018 was 1.91% and the interest
income recognised for the year ended 30 June 2019 was
$7 million.

Non-traded equity instruments: the Group had $298 million of
non-traded equity instruments included in Available-for-sale
investment under AASB 139 (Bank: $45 million). One of the
Group’s equity securities of $235 million was reclassified to
Assets at FVTPL under AASB 9. The Group’s remaining
$63 million (Bank: $45 million) of equity securities have been
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reclassified to Investment securities at FVOCI under AASB 9. The
reclassifications did not have a material impact on retained profits
or reserves.

Loans with embedded derivatives: the Group and the Bank
issued loans with embedded derivative features. Under AASB
139, the embedded derivatives were bifurcated and accounted for
as standalone derivatives at FVTPL; the host loan contracts were
measured at amortised cost and included in Loans, bills
discounted and other receivables on the Balance sheet. The
contractual cash flows on these instruments are not solely
payments of principal and interest and they have been reclassified
to Assets at FVTPL together with the related embedded derivative
features. The reclassification did not have an impact on retained
profits.

NZD Certificate of Deposits (CD): Under AASB 9, $1,141 million
of the Group’s NZD CDs have been reclassified from liabilities at
FVTPL to liabilities at amortised cost, as the CDs are not held for
trading. The reclassification did not have a material impact on
retained profits or reserves.

As at 30 June 2019, the Group did not hold any of NZD CDs
reclassified from liabilities at FVTPL to liabilities at amortised cost
on adoption of AASB 9. The average interest rate on these
instruments on 1 July 2018 was 2.0% and the interest expense
recognised for the year ended 30 June 2019 was $3 million.

Adoption of AASB 9 Impairment

The adoption of AASB 9 impairment requirements resulted in a
$1,058 million increase in the Group’s collective provisions
(Bank: $1,004 million increase). This includes $968 million for
loans, bills discounted and other receivables, $87 million for off-
balance sheet instruments (recognised in other provisions),
$3 million for investment securities at FVOCI (recognised in
reserves) (Bank: $895 million for loans, bills discounted and other
receivables, $23 million for loans to controlled entities, $84 million
for off-balance sheet instruments and $2 million for investment
securities at FVOCI). In addition, the Group recognised a
$10 million provision in relation to non-lending assets that are not
in scope of AASB 9 collective provisioning models
(Bank: $7 million). The transition resulted in a $299 million
increase in the Group’s deferred tax assets (Bank: $279 million
increase), a $2 million increase in deferred tax liabilities (Bank: nil)
and a corresponding $771 million decrease in retained profits
(Bank: $732 million decrease) as at 1 July 2018.

The increase in impairment provisions was mostly driven by the
AASB 9 requirement to hold provisions equivalent to lifetime
expected losses for all loans that have experienced a significant
increase in credit risk since origination and the impact of forward
looking factors on expected credit losses estimates.
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Adoption of AASB 9 Impairment (continued)

The following tables provide a reconciliation between provisions for impairment under AASB 139 as at 30 June 2018 and provisions for
impairment determined in accordance with AASB 9 on 1 July 2018 for the Group and the Bank:

Financial assets under AASB 9

Investment securities:
At amortised cost

At fair value through other comprehensive income M

Loans, bills discounted and other receivables

Financial guarantees and other off-balance sheet items

Total

Previous
measurement
category under
AASB 139

Available-for-sale

Available-for-sale

Amortised cost

Provision for Remeasure-

impairment ment
under AASB
139

- 3

3,605 968

28 87

3,633 1,058

Group
Impairment

provision under

AASB 9

3

4,573
115

4,691

(1) Impairment losses in relation to Investment securities at fair value through Other Comprehensive Income are recognised in Other Comprehensive Income and are not

included in total impairment provisions.

(2) Under AASB 9, Loans, bills discounted and other receivables are measured at amortised cost.

Financial assets under AASB 9

Investment securities:
At amortised cost

At fair value through other comprehensive income M

Loans, bills discounted and other receivables @
Loans to controlled entities ?

Financial guarantees and other off-balance sheet items

Total

Previous
measurement
category under
AASB 139

Available-for-sale
Available-for-sale

Amortised cost

Amortised cost

Provision for Remeasure-

impairment ment
under AASB
139

- 2

3,261 895

- 23

28 84

3,289 1,004

Bank

Impairment
provision under
AASB 9

2

4,156
23
112

4,293

(1)  Impairment losses in relation to Investment securities at fair value through Other Comprehensive Income are recognised in Other Comprehensive Income and are

not included in total impairment provisions.

(2)  Under AASB 9, Loans, bills discounted and other receivables, and Loans to controlled entities are measured at amortised cost.
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Adoption of AASB 9 Impairment (continued)
The table below presents the Group’s total impairment provisions on lending assets by ECL stage as at 1 July 2018.

Group
1 Jul 18
Impairment provisions, $M
Stage 1 Stage 2 Stage 3 Stage 3
12 months ECL Lifetime ECL Lifetime ECL Lifetime ECL
o Collectively Collectively Collectively Individually
Portfolio sed d d assessed Total
Retail
Secured lending 206 410 113 253 982
Unsecured lending 525 847 233 3 1,608
Total retail 731 1,257 346 256 2,590
Non-retail
C t d busi lending, bank and
orpor.aean” us(|2r)1ess ending, bank an 145 1.268 74 614 2101
sovereign entities
Total 876 2,525 420 870 4,691

(1)  Exposures subject to impairment provisions include drawn balances, undrawn credit commitments, financial guarantees and debt securities classified at fair value

through OCI.
(2) Stage 1 provision includes $3 million ECL in relation to investment securities at fair value through OCI.

The table below presents the Bank’s total impairment provisions on lending assets (excluding loans to controlled entities) by ECL stage as at
1 July 2018.

Bank
1Jul 18
Impairment provisions, $M
Stage 1 Stage 2 Stage 3 Stage 3
12 months ECL Lifetime ECL Lifetime ECL Lifetime ECL
e Collectively Collectively Collectively Individually
Portfolio @ assessed d d assessed Total
Retail
Secured lending 174 372 105 236 887
Unsecured lending 482 818 219 3 1,522
Total retail 656 1,190 324 239 2,409
Non-retail
C t d busi lending, bank and
orpor‘aean” us(|3r;ess ending, bank an 129 1123 69 540 1,861
sovereign entities
Total 785 2,313 393 779 4,270

(1)  Exposures subject to impairment provisions include drawn balances, undrawn credit commitments, financial guarantees and debt securities classified at fair value
through OCI.

(2)  Impairment provisions exclude $23 million recognised in relation to the Bank’s loans to controlled entities.

(3) Stage 1 provision includes $2 million ECL in relation to investment securities at fair value through OCI.
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Adoption of AASB 15

Trail Commission: The Group’s Other assets and Bills payable
and other liabilities have increased by $351 million and
$223 million, respectively, to reflect the recognition of trail
commission receivable and payable across various arrangements
across the Group (Bank: $91 million increase in Other Assets).
This reflects the upfront recognition of certain future trail
commission income and expenses when a performance
obligation has been met, such as when a new customer is
introduced into a product. This change also led to a $72 million
decrease in the Group’s goodwill on the acquisition of Aussie
Home Loans, a $64 million and $102 million increase in deferred
tax assets and deferred tax liabilities, respectively
(Bank: $27 million increase in deferred tax liability). The impact of
this change on the Group’s retained profits as at 1 July 2018 was
an increase of $18 million (Bank: an increase of $64 million).

Upfront fees: Upfront fees in relation to lending and guarantee
arrangements are no longer recognised upfront. Instead, income
is recognised over the life of the contractual arrangements.
Establishment fees on financing facilities are deferred on the
Group’s and the Bank’s Balance Sheets in Loans, bills discounted
and other receivables, and amortised to interest income over the
expected life of the loan in accordance with AASB 9. From 1 July
2018, this has also resulted in a reclassification of income from
other banking income to interest income. In addition, other annual
fees are deferred on the Balance Sheet in Bills payable and other
liabilities when received and recognised in other banking income
on a straight-line basis throughout the year. The impact for the
Group as at 1 July 2018 includes a reduction in Loans, bills
discounted and other receivables of  $151 million
(Bank: $134 million reduction), a reduction in Other assets of $8
million (Bank: $ nil), and an increase in Bills payable and other
liabilities of $118 million (Bank: $124 million increase). It has also
led to a $16 million increase in the Bank’s balances Due to
controlled entities. The deferral of upfront fees from existing
customer contracts resulted in a one-off increase in the Group’s
deferred tax assets of $72 million (Bank: $74 million) and a
decrease in deferred tax liabilities of $3 million (Bank: $ nil). The
impact of this change on the Group’s retained profits as at 1 July
2018 was a reduction of $202 million (Bank: $200 million).
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2. Our performance

Overview

The Group earns its returns from providing a broad range of banking and wealth management products and services to retail and wholesale
customers in Australia, New Zealand and other jurisdictions.

Lending and deposit taking are the Group’s primary business activities with net interest income being the main contributor to the Group’s
results. Net interest income is derived from the difference between interest earned on lending and investment assets and interest incurred on
customer deposits and wholesale debt raised to fund these assets.

The Group further generates income from lending fees and commissions, general insurance products and trading activities. It also incurs costs
associated with running the business such as staff, occupancy and technology related expenses.

The Performance section provides details of the main contributors to the Group’s returns and analysis of its financial performance by business
segments and geographical regions.

2.1 Net interest income

Group @ © Bank @ ®
30Jun19 30Jun18 30Jun17 30Jun19  30Jun 18
$M $M $M $M $M
Interest Income
Effective interest income:

Loans and bills discounted 31,449 31,315 30,628 27,744 27,861

Other financial institutions 181 140 149 171 121

Cash and liquid assets 572 459 321 528 427

Investment securities:

At amortised cost 199 - - 199 -
At fair value through Other Comprehensive Income 1,688 - - 1,559 -

Available-for-sale investments - 1,729 1,607 - 1,639

Controlled entities - - - 2,759 2,483
Total effective interest income 34,089 33,643 32,705 32,960 32,531
Other:

Assets at fair value through Income Statement 499 501 490 499 465
Total interest income 34,588 34,144 33,195 33,459 32,996
Interest Expense
Deposits 9,948 9,843 10,409 8,394 8,380
Other financial institutions 464 418 300 435 379
Liabilities at fair value through Income Statement 172 167 102 162 142
Debt issues 4,563 4,169 4,159 3,625 3,286
Loan capital 951 836 679 917 801
Bank levy 370 369 - 370 369
Controlled entities - - - 3,502 3,228
Total interest expense 16,468 15,802 15,649 17,405 16,585
Net interest income 18,120 18,342 17,546 16,054 16,411

(1) Information has been restated and presented on a continuing operations basis.

(2) Information has been restated to conform to presentation in the current year.

(3) Current year amounts reflect the adoption of AASB 9 ‘Financial Instruments’ and AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. As permitted by
AASB 9 and AASB 15 comparative information has not been restated. For details on the adoption of AASB 9 and AASB 15 refer to Note 1.1.
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Interest income and interest expense on financial assets and liabilities are measured using the effective interest rate method. The effective
interest rate method calculates the amortised cost of a financial instrument, such as a loan, deposit or issued debt instrument, and allocates
the interest income or interest expense over the expected life of the financial instrument.

Interest income is recognised on gross carrying amounts for financial assets in Stage 1 and Stage 2, and gross carrying amounts net of
impairment provisions for financial assets in Stage 3.

Fees, transaction costs and issue costs integral to the financial assets and liabilities are capitalised and included in the interest recognised
over the expected life of the instrument. This includes fees for providing a loan or a lease arrangement.

Interest income on finance leases is recognised progressively over the life of the lease, consistent with the outstanding investment and
unearned income balance.

Interest expense also includes payments made under a liquidity facility arrangement with the Reserve Bank of Australia, the Major Bank Levy
(Bank Levy) expense and other financing charges.
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2.2 Average balances and related interest

The following tables have been produced using statutory Balance Sheet and Income Statement categories. The tables list the major categories
of interest earning assets and interest bearing liabilities of the Group together with the respective interest earned or paid and the average
interest rate (mostly daily averages). Where assets or liabilities are hedged, the amounts are shown net of the hedge, but individual items not
separately hedged may be affected by movements in exchange rates. The overseas component comprises overseas branches of the Bank
and overseas domiciled controlled entities. Non-accrual loans are included in interest earning assets under Loans, bills discounted and other
receivables. The official cash rate in both Australia and New Zealand (which is reflected in overseas) decreased 25 basis points in financial
year 2019 (2018: no changes, 2017: 25 basis points decrease for Australia, and 50 basis points decrease for New Zealand).

Interest earning
assets (@
Cash and liquid assets

Australia

Overseas

Receivables due from other
financial institutions

Australia

Overseas

Assets at fair value through
Income Statement (excluding life
insurance)

Australia
Overseas
Investment Securities:

At amortised cost
Australia
Overseas

At fair value through OCI
Australia

Overseas

Available-for-sale
investments

Australia

Overseas
Loans, bills discounted and other
receivables

Australia ¥

Overseas

Total interest earning assets
and interest income

Average
Balance
$M

18,415
20,238

2,095
5,799

24,651
822

6,887

57,088
18,640

603,394
106,140

864,174

Interest
$M

367
205

52
129

488
1

199

1,329
359

26,524
4,925

34,588

30 Jun 19
Average
Rate

%

(1) Information has been restated and presented on a continuing operations basis.
(2) Comparative information has been restated to conform to presentation in the current year.
(3) Loans, bills discounted and other receivables include bank acceptances.

(4) Net of average mortgage offset balances that are included in Non-interest earning assets. Gross Australian loan balance is $648,569 million (2018: $638,167 million,

2017: $616,418 million).

Average
Balance
$™M

19,087
18,898

2,290
5,997

20,761
4,070

66,241
17,011

597,343
102,566

854,264

Interest
$M

313
146

50
90

444
57

1,479
250

26,711
4,604

34,144

Financial
report
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30 Jun 18
Average
Rate

%

Average
Balance
$™M

17,734
19,626

2,266
8,850

21,731
3,895

66,615
13,870

581,093
99,061

834,741

Interest
$M

274
47

17
132

422
68

1,458
149

26,160
4,468

33,195

Group

30 Jun 17
Average
Rate

Y%
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Non-interest earning assets

Assets at fair value through Income Statement - Insurance

Australia
Overseas
Property, plant and equipment
Australia @
Overseas
Other assets
Australia @ ®)
Overseas
Provisions for impairment
Australia
Overseas
Total non-interest earning assets
Assets held for sale
Australia
Overseas

Total assets

Percentage of total assets applicable to overseas operations (%)

™

30 Jun 19
Average
Balance

$M

2,208
244

86,413
10,175

(4,026)
(599)
94,415

15,128
1,829
975,546
16.7

30 Jun 18
Average
Balance

$M

377

2,344
252

95,521
11,924

(3,203)
(466)
106,749

13,046
2,228
976,287
16.7

Group

30 Jun 17
Average
Balance

$M

12,105
2,477

3,743
289

108,931
13,774

(3,303)
(424)
137,592

972,333
16.6

(1) As at 30 June 2019, Insurance assets of Comminsure Life and PT Commonwealth Life are presented as assets held for sale. As at 30 June 2018, Insurance assets of

Commlinsure Life and Sovereign are presented as assets held for sale.
(2) Comparative information has been restated to conform to presentation in the current year.

(3) Includes average mortgage offset balances.
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Interest bearing
liabilities @
Time deposits
Australia @
Overseas
Savings deposits
Australia @
Overseas
Other demand deposits
Australia
Overseas

Payables due to other
financial institutions

Australia
Overseas
Liabilities at fair value

through Income Statement

Australia
Overseas
Debt issues ¥
Australia
Overseas
Loan capital
Australia
Overseas
Bank levy

Australia

Overseas

Total interest bearing liabilities

and interest expense

Average
Balance
$M

203,750
53,836

144,686
14,335

114,193
8,765

8,852
12,709

9,372
1,054

140,447
26,676

15,655
6,785

761,115

Interest
$M

5,164
1,746

1,588
167

1,151
132

221
243

162
10

3,846
717

668
283

370

16,468

30 Jun 19
Average
Rate

%

(1) Information has been restated and presented on a continuing operations basis.

(2) Comparative information has been restated to conform to presentation in the current year.
(3) Net of average mortgage offset balances that are included in Non-interest bearing liabilities.
“4)

Debt issues include bank acceptances.

Average
Balance
$™M

203,694
51,291

146,346
14,414

112,195
8,136

10,292
16,648

7,557
1,332

138,666
28,450

13,788
6,774

759,583

Interest
$M

5,038
1,532

1,812
205

1,120
136

196
222

141
26

3,463
706

556
280

369

15,802

Financial

report
Notes to the
financial
statements
30 Jun 18
Average Average
Rate Balance
% $M
2.5 207,501
3.0 48,461
1.2 147,705
1.4 16,136
1.0 103,193
1.7 8,154
1.9 11,098
1.3 19,235
1.9 7,049
2.0 1,467
2.5 136,614
2.5 32,307
4.0 11,239
4.1 5,453
2.1 755,612

Interest
$M

5,535
1,357

2,059
313

987
158

158
142

63
39

3,323
836

447
232

15,649

Group
30 Jun 17

Average
Rate
%
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Group
30 Jun 19 30 Jun 18 30 Jun 17

Average Average Average
Balance Balance Balance

Non-interest bearing liabilities $M $M $M
Deposits not bearing interest

Australia (" 91,316 83,949 72,303

Overseas 4,897 4,193 3,671
Insurance policy liabilities

Australia - - 11,190

Overseas - 466 1,368
Other liabilities

Australia 25,532 37,250 53,418

Overseas 9,430 10,255 12,796
Total non-interest bearing liabilities 131,175 136,113 154,746
Liabilities held for sale

Australia 13,855 13,413 -

Overseas 1,025 1,308 -
Total liabilities 907,170 910,417 910,358
Shareholders' Equity 68,376 65,870 61,975
Total liabilities and Shareholders' Equity 975,546 976,287 972,333
Total liabilities applicable to overseas operations (%) 15.4 15.7 16. 4

(1) Includes average mortgage offset balance.
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Changes in Net Interest Income: Volume and Rate Analysis

The following tables show the movement in interest income and expense due to changes in volume and interest rates. Volume variances
reflect the change in interest from the prior year due to movement in the average balance. Rate variances reflect the change in interest from
the prior year due to changes in interest rates.

Volume and rate variance for total interest earning assets and interest bearing liabilities have been calculated separately (rather than being
the sum of the individual categories).

June 2019 vs June 2018 June 2018 vs June 2017

Changes in net interest income: Volume Rate Total Volume Rate Total
Volume and rate analysis (" ® $M $M $M $M $M $M
Interest Earning Assets
Cash and liquid assets

Australia (13) 67 54 22 17 39

Overseas 14 45 59 (6) 105 99
Receivables due from other financial institutions

Australia (5) 7 2 1 32 33

Overseas (4) 43 39 (43) 1 (42)
Assets at fair value through Income Statement (excluding
life insurance)

Australia 77 (33) 44 (21) 43 22

Overseas (43) 3) (46) 2 (13) (11)
Investment Securities: ©)

Australia (54) 103 49 (8) 29 21

Overseas 31 78 109 46 55 101
Loans, bills discounted and other receivables

Australia 266 (453) (187) 727 (176) 551

Overseas 166 155 321 157 (21) 136
Changes in interest income 397 47 444 780 169 949
Interest Bearing Liabilities and Loan Capital
Time deposits

Australia 1 125 126 (94) (403) (497)

Overseas 83 131 214 85 90 175
Savings deposits

Australia (18) (206) (224) 17) (230) (247)

Overseas 1) (37) (38) (24) (84) (108)
Other demand deposits

Australia 20 11 31 90 43 133

Overseas 9 (13) (4) - (22) (22)
Payables due to other financial institutions

Australia (36) 61 25 (15) 53 38

Overseas (75) 96 21 (34) 114 80
Liabilities at fair value through Income Statement

Australia 31 (10) 21 9 69 78

Overseas (3) (13) (16) (3) (10) (13)
Debt issues

Australia 49 334 383 51 89 140

Overseas (48) 59 11 (96) (34) (130)
Loan capital

Australia 80 32 112 103 6 109

Overseas - 3 3 55 (7) 48
Bank levy

Australia - 1 1 - 369 369

Overseas - - - - - -
Changes in interest expense 33 633 666 83 70 153
Changes in net interest income 208 (430) (222) 419 377 796
(1) Information has been restated and presented on a continuing operations basis.
(2) Comparative information has been restated to conform to presentation in the current year.
(3) Investment securities at FVOCI and investment securities at amortised cost have been compared to available-for-sale assets in the prior period.
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2.3 Other operating income

Other Banking Income

Lending fees

Commissions

Trading income

Net gain/(loss) on non-trading financial instruments )
Net gain/(loss) on sale of property, plant and equipment
Net gain from hedging ineffectiveness

Dividends - Controlled entities

Dividends - Other

Share of profit from associates and joint ventures net of
impairment
Other ¥

Total other banking income ®

Net Funds Management Operating Income
Funds management income
Claims, policyholder liability and commission expense

Net funds management operating income

Net Insurance Operating Income
Premiums from insurance contracts

Investment revenue

Claims, policyholder liability and commission expense
from insurance contracts

Net insurance operating income

Total other operating income

(1) Information has been restated and presented on a continuing operations basis.

30 Jun 19
$M

992
2,673
974
(113)
(9)
13

296

163
4,994

1,233
(160)
1,073

682
5

(537)

150
6,217

Group M@
30 Jun 18 30 Jun 17
$M $M
1,109 1,078
2,712 2,601
1,025 1,149
58 433
17) 6
12 62
10 10
317 270
197 112
5,423 5,721
1,259 1,200
(135) (162)
1,124 1,038
687 643
4 4
(450) (469)
241 178
6,788 6,937

30 Jun 19
$M

926
2,277
874
(205)
(11)
16
1,229
122

27

789
6,044

6,044

Bank @

30 Jun 18

$™M

1,032
2,363
916
71

(17)
2,029
56

@)
922
7,365

7,365

(2) Current year amounts reflect the adoption of AASB 15 ‘Revenue from contracts with customers’ on 1 July 2018. As permitted by AASB 15 comparative information has

not been restated. For details on the adoption of AASB 15 refer to Note 1.1.
(3) Inclusive of non-trading derivatives that are held for risk management purposes.

(4) Includes depreciation of $72 million in relation to assets held for lease by the Group (30 June 2018: $74 million, 30 June 2017: $88 million). Includes depreciation of $8

million in relation to assets held for lease by the Bank (30 June 2018: $9 million).

(5) The year ended 30 June 2019 includes $280 million income from the consolidation of AHL Holdings Pty Ltd (trading as Aussie Home Loans) and eChoice (30 June 2018:

$233 million).

Net hedging ineffectiveness comprises:
Gain/(loss) on fair value hedges:

Hedging instruments

Hedged items
Cash flow and net investment hedge ineffectiveness

Net hedging ineffectiveness

30 Jun 19

$M

567

(558)

13

Group
30Jun18  30Jun 17
$M M

(757) 841
765 (799)

4 20

12 62

30 Jun 19

$M

(614)

624
6
16

Bank
30 Jun 18
$M

(759)
763
(4)
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Lending fees and commission income include:

e Facility fees earned for managing and administering credit and other facilities for customers. These fees are generally charged to the
customer on a monthly or annual basis and are recognised as revenue over the service period. Annual fees are deferred on Balance Sheet
in Bills payable and other liabilities and recognised on a straight line basis over the year. Transaction based fees are charged and
recognised at the time of the transaction.

o Commitment fees and upfront fees in relation to lending, lease and guarantee arrangements are deferred and recognised over the life of
the contractual arrangements. Commitment fees to originate a loan that is unlikely to be drawn down are charged upfront to the customer
and are recognised when the commitment is issued.

e Establishment fees on financing facilities are deferred and amortised to interest income over the expected life of the loan and are not
recognised in Other banking income.

e Feeincome earned for providing advisory or arrangement services, placement and underwriting services. These fees are recognised and
charged when the related service is completed which is typically at the time of the transaction.

e Trail commissions are recognised at the start of a contract when the performance obligation has been met, typically when a customer is
introduced to a new product. The Group recognises the net present value of expected future trail commission income. For investment
referral services, the Group is unable to forecast the trail commission revenue in line with the highly probable test in AASB 15. Therefore,
trail commission revenue on investment referral balances are recognised when received or paid.

Trading income represents both realised and unrealised gains and losses from changes in the fair value of trading assets, liabilities and
derivatives, which are recognised in the period in which they arise.

Net gain/(loss) on non-trading financial instruments includes realised gains and losses from non-trading financial assets and liabilities
(i.e. investment securities in the year ended 30 June 2019; available-for-sale securities in the years ended 30 June 2018 and 2017), as well
as realised and unrealised gains and losses on non-trading derivatives that are held for risk management purposes.

Net gain/(loss) on the disposal of property, plant and equipment is the difference between proceeds received and its carrying value.
Net hedging ineffectiveness is measured on fair value, cash flow and net investment hedges.

Dividends received on non-trading equity investments are recognised on the ex-dividend date or when the right to receive payment is
established.

Funds management operating income includes fees earned where the Group acts as the Responsible Entity, Trustee or Manager for a number
of wholesale, superannuation, and investment funds or trusts. Fund management services are a single performance obligation and fees are
recognised over the service period. Management fees are calculated and deducted from the funds on a monthly basis. Performance fees are
deemed to be a variable component of the fund management service and only recognised when it is highly probable that a significant reversal
of the fees will not occur.

General insurance premiums received and receivable are recognised as revenue when they are earned, based on actuarial assessment of
the likely pattern in which risk will emerge. The portion not yet earned based on the pattern assessment is recognised as an unearned premium
liability. Claims are recognised as an expense when the liability is established.

The Group equity accounts for its share of the profits or losses of associate or joint venture investments, net of impairment recognised.
Dividends received are recognised as a reduction of the investment carrying amount.

Other income includes rental income on operating leases which are recognised on a straight line basis over the lease term. This is offset by
depreciation and impairment expense on the associated operating lease assets held by the Group.

Other income also includes the impact of foreign currency revaluations for foreign currency monetary assets and liabilities. These assets and
liabilities are retranslated at the spot rate at balance date. Exchange differences arising upon settling or translating monetary items at different
rates to those at which they were initially recognised or previously reported, are recognised in the Income Statement.

Critical accounting judgements and estimates

The amount of trail commission revenue is dependent on assumptions about the behavioural life of the underlying transaction generating the
commission. Trail commission income is only recognised to the extent it is highly probable it will not reverse in future periods.
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2.4 Operating expenses

Group ('@ Bank ®
30 Jun 19 30 Jun 18 30Jun17 30 Jun 19 30 Jun 18
$M $M ™M $M ™M
Staff Expenses
Salaries and related on-costs 5,418 4,963 4,885 4,998 4,587
Share-based compensation 99 69 106 115 91
Superannuation 398 407 468 388 400
Total staff expenses 5,915 5,439 5,459 5,501 5,078
Occupancy and Equipment Expenses
Operating lease rentals 654 665 635 580 591
Depreciation of property, plant and equipment 270 271 260 247 245
Other occupancy expenses 174 198 177 164 185
Total occupancy and equipment expenses 1,098 1,134 1,072 991 1,021
Information Technology Services
Application maintenance and development 721 553 431 734 588
Data processing 183 200 200 179 198
Desktop 142 153 183 129 140
Communications 217 179 179 205 155
Amortisation of software assets 598 563 903 563 517
Software write-offs 13 71 6 13 7
IT equipment depreciation 93 80 60 79 67
Total information technology services 1,967 1,799 1,962 1,902 1,736
Other Expenses
Postage and stationery 159 177 183 151 163
Transaction processing and market data 156 138 143 131 120
Fees and commissions:
Professional fees 490 671 379 470 651
Other 239 133 73 65 5
Advertising, marketing and loyalty 453 496 462 362 400
Amortisation of intangible assets (excluding software and merger
related amortisation) " 13 " ) )
Non-lending losses 656 838 122 617 829
Impairment on investments in subsidiaries - - - - 231
Other 125 157 263 148 242
Total other expenses 2,289 2,623 1,636 1,944 2,641
:::::;t;tnig:);zz:sses before restructuring, separation and 11,269 10,995 10,129 10,338 10,476
Restructuring, separation and transaction costs © 104 34 4 295 227
Total operating expenses © 7 11,373 11,029 10,133 10,633 10,703

(1) Information has been restated and presented on a continuing operations basis.

(2) Comparative information has been restated to conform to presentation in the current year.

(3) The year ended 30 June 2019 includes $161 million of amortisation of prepaid software licences (30 June 2018: $136 million; 30 June 2017: $141 million). The year
ended 30 June 2017 includes a $393 million one-off expense for acceleration of amortisation on certain software assets.

(4) The year ended 30 June 2019 includes $145 million professional indemnity insurance recovery in relation to the AUSTRAC civil penalty. The year ended 30 June 2018 includes
$700 million AUSTRAC civil penalty.

(5) The year ended 30 June 2019 includes $102 million of separation and transaction costs (30 June 2018: $30 million) and $2 million of merger related amortisation
(30 June 2018: $4 million; 30 June 2017: $4 million).

(6) The year ended 30 June 2019 includes $269 million of expenses due to the consolidation of AHL Holdings Pty Ltd (trading as Aussie Home Loans) and eChoice mortgage
broking operations (30 June 2018: $199 million).

(7) The year ended 30 June 2019 includes a $534 million provision for historical Aligned Advice remediation issues and associated program costs, and $384 million of Wealth
and Banking customer refunds and associated program costs.
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Salaries and related on-costs include annual leave, long service leave, employee incentives and relevant taxes. Staff expenses are recognised
over the period the employee renders the service. Long service leave is discounted to present value using assumptions relating to staff
departures, leave utilisation and future salary.

Share-based compensation includes both payments which may be cash or equity settled. Cash settled share-based remuneration is
recognised as a liability and re-measured to fair value until settled. The changes in fair value are recognised as staff expenses. Equity settled
remuneration is fair valued at the grant date and amortised to staff expenses over the vesting period, with a corresponding increase in the
employee compensation reserve.

Superannuation expense includes expenses relating to defined contribution and defined benefit superannuation plans. Defined contribution
expense is recognised in the period the service is provided, whilst the defined benefit expense, which measures current and past service
costs is determined by an actuarial calculation.

Occupancy and equipment expenses include depreciation which is calculated using the straight line method over the asset’s estimated useful
life and operating lease rentals which are recognised on a straight line basis over the lease term.

IT services expenses are recognised as incurred unless they qualify for capitalisation as computer software due to the expenditure generating
probable future economic benefits. If capitalised, the computer software is subsequently amortised over its estimated useful life. The Group
assesses at each Balance Sheet date useful lives and residual values and whether there is any objective evidence of impairment. If an asset’s
carrying value is greater than its recoverable amount, the carrying amount is written down immediately to its recoverable amount.

Other expenses are recognised as the relevant service is rendered. Operating expenses related to provisions are recognised for present
obligations arising from past events where a payment to settle the obligation is probable and can be reliably estimated.

Critical accounting judgements and estimates

Actuarial valuations of the Group’s defined benefit superannuation plans’ obligations are dependent on a series of assumptions set out in
Note 10.2 including inflation rates, discount rates and salary growth rates. Changes in these assumptions impact the fair value of the plans’
obligations, assets, superannuation expense and actuarial gains and losses recognised in Other Comprehensive Income.
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2.5 Income tax expense

The income tax expense for the year is determined from the profit before income tax as follows:

30 Jun 19
$M

Profit before income tax 11,763
Prima facie income tax at 30% 3,529
Effect of amounts which are non-deductible/(assessable) in
calculating taxable income:
Taxation offsets and other dividend adjustments -
Tax losses not previously brought to account -
Offshore tax rate differential (40)
Offshore banking unit (32)
Effect of changes in tax rates 1
Income tax (over)/under provided in previous years (101)
Non-deductible expense provision @ o
Other 34
Total income tax expense 3,391
Effective tax rate (%) 28.8

(1) Information has been restated and presented on a continuing operations basis.
(2) Relates to the AUSTRAC civil penalty, which is non-deductible for tax purposes.

Income tax expense attributable to profit from 30 Jun 19
ordinary activities $M
Australia

Current tax expense 3,238
Deferred tax benefit (380)
Total Australia 2,858
Overseas

Current tax expense 452
Deferred tax expense/(benefit) 81
Total Overseas 533

Income Tax Expense attributable to profit from

ordinary activities 3391

(1) Information has been restated and presented on a continuing operations basis.

30 Jun 18
$M
13,022

3,907

7

(36)
(39)
15
(70)
210
(28)
3,952

30.3

30 Jun 18
M

3,916
(416)
3,500

937
(485)
452

3,952

Group
30 Jun 17
™
13,255

3,977

(1
(56)
(46)
(42)

(70)

29
3,784

28.5

Group M
30 Jun 17
$M

3,687
(292)
3,395

359
30
389

3,784

30 Jun 19
$M
10,407

3,122

(365)

(®)
(32)

(105)

1
2,624

25.2

30 Jun 19
$M

2,755
(256)
2,499

87
38
125

2,624

Bank

30 Jun 18
$M

12,110
3,633

(612)

©)

(38)
15

(69)
210
105
3,235

26.7

Bank
30 Jun 18
™M

3,312

(157)
3,155

77

80

3,235
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Group Bank
30 Jun 19 30 Jun 18 30 Jun 17 30 Jun 19 30 Jun 18
$M $M $M $M ™M
Deferred tax asset balances comprise temporary
differences attributable to:
Amounts recognised in the Income Statement and opening
retained profits: ("
Provision for employee benefits 425 452 493 398 391

Provisions for impairment on loans, bills discounted and

. 1,345 991 1,032 1,230 913
other receivables
Other provisions not tax deductible until expense incurred 497 221 201 331 154
Defined benefit superannuation plan 357 339 320 357 339
Unearned income 250 267 228 250 267
Other 312 296 225 308 273
Total amount recognised in the Income Statement and
. i ) 3,186 2,566 2,499 2,874 2,337
opening retained profits
Amounts recognised directly in Other Comprehensive
Income:
Cash flow hedge reserve 142 114 123 19 11
Other reserves 41 22 12 46 28
Total amount. recognised directly in Other 183 136 135 65 39
Comprehensive Income
Total deferred tax assets (before set off) 3,369 2,702 2,634 2,939 2,376
Set off to tax (1,694) (1,263) (1,728) (1,369) (946)
Net deferred tax assets 1,675 1,439 906 1,570 1,430
Deferred tax liability balances comprise temporary
differences attributable to:
Amounts recognised in the Income Statement and opening
retained profits: ("
Lease financing 162 200 235 91 100
Intangible assets 56 56 64 56 56
Financial instruments 3 30 179 13 10
Insurance - - 485 - -
Investments in associates 148 131 122 - -
Other 118 83 246 38 39
Total amount recognised in the Income Statement and
. . 9 ) 487 500 1,331 198 205
opening retained profits
Amounts recognised directly in Other Comprehensive
Income:
Revaluation of properties 82 81 76 84 80
Foreign currency translation reserve 36 18 8 - -
Cash flow hedge reserve 481 48 70 479 45
Defined benefit superannuation plan 487 498 445 487 498
Investment securities revaluation reserve 121 - - 121 -
Available-for-sale investments reserve - 118 130 - 118
Total amount. recognised directly in Other 1,207 763 729 1171 741
Comprehensive Income
Total deferred tax liabilities (before set off) 1,694 1,263 2,060 1,369 946
Set off to tax (1,694) (1,263) (1,728) (1,369) (946)
Net deferred tax liabilities - - 332 - -

(1) The adoption of AASB 9 and AASB 15 on 1 July 2018 resulted in an increase in the Group’s deferred tax asset of $435 million (Bank: $353 million) and an increase in
the Group’s deferred tax liability of $101 million (Bank: $27 million) recognised through opening retained profits. As permitted by AASB 9 and AASB 15, comparative
information has not been restated. For details on the adoption of AASB 9 and AASB 15, refer to Note 1.1.
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Deferred tax assets have not been recognised in respect of the following items because it is not considered probable that future taxable profit
will be available against which they can be realised:

Group Bank

30 Jun 19 30 Jun 18 30 Jun 17 30 Jun 19 30 Jun 18

Deferred tax assets not taken to account $M $M $M $M $M
Tax losses and other temporary differences on revenue

account that:

Expire under current legislation - - 52 - -

Do not expire under current legislation - 47 29 - -

Total - 47 81 - -

Tax Consolidation
The Bank has recognised a tax consolidation contribution to the wholly-owned tax consolidated entity of $98 million (2018: $98 million).

The amount receivable by the Bank under the tax funding agreement was $320 million as at 30 June 2019 (2018: $283 million receivable).
This balance is included in ‘Other assets’ in the Bank’s separate Balance Sheet.

Income tax on the profit or loss for the period comprises current and deferred tax.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted at the Balance Sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax is calculated using the Balance Sheet method where temporary differences are identified by comparing the carrying amounts of
assets and liabilities for financial reporting purposes to their tax bases.

The amount of deferred tax recognised is based on the expected manner of realisation or settlement of the carrying amount of assets and
liabilities (i.e. through use or through sale), using tax rates which are expected to apply when the deferred tax asset is realised or the deferred

tax liability is settled.

A deferred tax asset is only recognised to the extent that it is probable that future taxable profits will be available for it to be used against.
Deferred tax assets and liabilities are offset where they relate to income tax levied by the same taxation authority on either the same taxable
entity or different taxable entities within the same taxable group.

The Bank and its wholly owned Australian Subsidiaries elected to be treated as a single entity “the tax consolidated group” under the tax

consolidation regime from 1 July 2002. The members of the tax consolidated group have entered into tax funding and tax sharing agreements,
which set out the funding obligations and members.

Any current tax liabilities / assets and deferred tax assets from unused tax losses from subsidiaries in the tax consolidated group are
recognised by the Bank legal entity and funded in line with the tax funding arrangement.

The measurement and disclosure of deferred tax assets and liabilities have been performed on a modified stand-alone basis under UIG 1052
‘Tax Consolidation Accounting’.

Critical accounting judgements and estimates

Provisions for taxation require significant judgement with respect to outcomes that are uncertain. For such uncertainties, the Group has
estimated the tax provisions based on the expected outcomes.
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2.6 Earnings per Share

Group(3)
30 Jun 19 30 Jun 18 30 Jun 17

)

Earnings per ordinary share « Cents per Share

Earnings per share from continuing operations: @
Basic 473.7 518. 8 549. 9
Diluted 457.5 503. 2 532.9
Earnings per share:
Basic 485. 6 534.3 577.3
Diluted 468. 6 517.7 558. 8
(1) EPS calculations are based on actual amounts prior to rounding to the nearest million.

(2) The information has been restated and presented on a continuing operations basis.
(3) The difference between earnings per share from continuing operations and earnings per share represents earnings per share from discontinued operations.

Grou

Reconciliation of earnings from continuing operations used in calculation of 30 Jun 19 30 Jun 18 30 Jun F1’7
earnings per share " $M $M $M
Profit after income tax from continuing operations 8,372 9,070 9,471
Less: Other equity instrument dividends - - -
Less: Non-controlling interests (12) (13) (13)
Continuing operations earnings used in calculation of basic earnings per share 8,360 9,057 9,458
Add: Profit impact of assumed conversions of loan capital 323 267 218
Continuing operations earnings used in calculation of fully diluted earnings per share 8,683 9,324 9,676
Reconciliation of earnings used in calculation of earnings per share

Continuing operations earnings used in calculation of basic earnings per share 8,360 9,057 9,458
Discontinued operations earnings used in calculation of basic earnings per share 211 272 470
Earnings used in calculation of basic earnings per share 8,571 9,329 9,928
Add: Profit impact of assumed conversions of loan capital 323 267 218
Earnings used in calculation of fully diluted earnings per share 8,894 9,596 10,146

(1)  Comparative information has been restated to reflect the impact of discontinued operations.

Number of Shares
30 Jun 19 30 Jun 18 30 Jun 17

$M $M $M
Weighted average number of ordinary shares used in the calculation of basic earnings 1,765 1,746 1,720
per share
!Effect of dilutive securities - executive share plans and convertible loan capital 132 106 %
instruments
Weighted average number of ordinary shares used in the calculation of fully diluted earnings
er Share 9 v y 9 1,897 1,852 1,816

Basic earnings per share (EPS) amounts are calculated by dividing the net profit for the year attributable to ordinary equity holders of the Bank
by the weighted average number of ordinary shares on issue during the year, adjusted for any bonus element included in ordinary shares
issued and excluding treasury shares held.

Diluted EPS is basic EPS adjusted for the impact of all securities on issue that can convert to CBA ordinary shares and would dilute basic
EPS on conversion. It is calculated by dividing net profit attributable to ordinary equity holders of the Bank (after adding back interest on the
convertible redeemable loan capital instruments) by the weighted average number of ordinary shares issued during the year (as calculated
under basic earnings per share adjusted for the effects of dilutive convertible non-cumulative redeemable loan capital instruments and shares
issuable under executive share plans).
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2.7 Financial reporting by segments

The principal activities of the Group are carried out in the business
segments below. These segments are based on the distribution
channels through which the customer relationship is being
managed.

During the year, the Group announced the sale of its global asset
management business, CFSGAM, and Indonesian life insurance
operation, PTCL. The Group’s business segment performance
has been updated and presented on a continuing operations basis
to exclude these businesses, which are disclosed as discontinued
operations.

During the year, the Group also made a number of structural
changes to its operating segments. This includes merging
Bankwest with Retail Banking Services, transferring
Commonwealth Financial Planning and General Insurance
businesses from Wealth Management to Retail Banking Services
and migrating Small Business banking customers from Retail
Banking Services to Business and Private Banking. In addition,
refinements have been made to the allocation of support units and
other costs. These changes have not impacted the Group’s net
profit, but have resulted in changes to the presentation of the
Income Statement and the Balance Sheet of the affected
segments.

The primary sources of revenue are interest and fee income
(Retail Banking Services, Business and Private Banking,
Institutional Banking and Markets, New Zealand and International
Financial Services (IFS)) and insurance premium and funds
management income (Wealth Management, New Zealand and
IFS).

Revenues and expenses occurring between segments are
subject to transfer pricing arrangements. All intra-group
transactions are eliminated on consolidation.

Business segments are managed on the basis of net profit after
income tax (“cash basis”). Management uses “cash basis” to
assess performance and it provides the basis for the
determination of the Bank’s dividends. The “cash basis” presents
the Group’s underlying operating results, excluding a number of
items that introduce volatility and/or one-off distortions of the
Group’s current period performance. These items, such as
hedging and IFRS volatility, are calculated consistently year on
year and do not discriminate between positive and negative
adjustments.

(i) Retail Banking Services

Retail Banking Services provides home loan, consumer finance
and retail deposit products and servicing to all Retail Banking
Services’ customers. Retail Banking Services also includes the
Group’s General Insurance business in Australia, which is under
strategic review and Commonwealth Financial Planning.

(ii) Business and Private Banking

Business and Private Banking provides specialised banking
services to relationship managed business and agribusiness
customers, private banking to high net worth individuals, margin
lending and trading through CommSec, and retail banking
products and servicing to non-relationship managed small
business customers.

(iii) Institutional Banking and Markets

Institutional Banking and Markets services the Group’s major
corporate, institutional and government clients using a
relationship management model based on industry expertise and
insights. The client offering includes debt raising, financial and
commodities price risk management and transactional banking
capabilities. Institutional Banking and Markets has international
operations in London, New York, Japan, Singapore, Malta, Hong
Kong, New Zealand, Beijing and Shanghai.

(iv) Wealth Management

Wealth Management includes Platform Administration and
Financial Advice. CFSGAM (including operations in Asia and
Europe) and Comminsure Life have been presented as
discontinued operations.

(v) New Zealand

New Zealand includes Banking and Funds Management
businesses operating in New Zealand (excluding Institutional
Banking and Markets). The sale of New Zealand life insurance
business, Sovereign, was completed on 2 July 2018.

(vi) IFS and Corporate Centre

The following parts of the business are included in IFS and
Corporate Centre:

e International Financial Services includes the Indonesian retail
and business banking operations, and associate investments
in China and Vietnam. It does not include the Business and
Private Banking, Institutional Banking and Markets and
CFSGAM businesses in Asia;

e Indonesian life insurance operation, PTCL, has been
presented as a discontinued operation;

e The sale of TymeDigital SA was completed on
1 November 2018. It has been presented as a discontinued
operation.

e Corporate Centre includes the results of unallocated Group
support functions such as Investor Relations, Group Strategy,
Secretariat and Treasury; and

e Group wide elimination entries arising on consolidation,
centrally raised provisions and other unallocated revenue and
expenses.
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Group "
30 Jun 19 30 Jun 18 30 Jun 17

Financial performance and position $M % $M % $M %
Income
Australia 20,994 86. 3 21,837 86.9 21,321 87.1
New Zealand 2,444 10.0 2,297 9.1 2,231 9.1
Other locations ®) 899 3.7 996 4.0 931 3.8
Total Income 24,337 100. 0 25,130 100.0 24,483 100.0
Non-Current Assets
Australia 12,453 93.2 13,473 93.3 15,301 91.8
New Zealand 635 4.8 581 4.0 1,045 6.2
Other locations ®) 261 2.0 387 2.7 329 2.0
Total non-current assets 13,349 100. 0 14,441 100. 0 16,675 100. 0

(1) Information has been restated and presented on a continuing operations basis. For details on the Group’s discontinued operations refer to Note 11.3.

(2) Other locations include: United Kingdom, United States, Japan, Singapore, Malta, Hong Kong, Indonesia, China and Vietnam. Comparative periods also includes South
Africa.

(3) Non-current assets include Property, plant and equipment, Investments in associates and joint ventures, and Intangibles.

The geographical segment represents the location in which the transaction was recognised.

Operating segments are reported based on the Group’s organisational and management structures. Senior management review the Group’s
internal reporting based around these segments, in order to assess performance and allocate resources.

All transactions between segments are conducted on an arm’s length basis, with inter-segment revenue and costs being eliminated in “Other”.
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3. Our lending activities

Overview

Lending is the Group’s primary business activity, generating most of its net interest income and lending fees. The Group satisfies customers’
needs for borrowed funds by providing a broad range of lending products in Australia, New Zealand and other jurisdictions. As a result of its
lending activities the Group assumes credit risk arising from the potential that borrowers will fail to meet their obligations in accordance with
agreed lending terms.

This section provides details of the Group’s lending portfolio by type of product and geographical regions, analysis of the credit quality of the

Group’s lending portfolio and the related impairment provisions.

3.1 Loans, bills discounted and other receivables

Group Bank
30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
Note $mM $M $m $™M
Australia
Overdrafts 26,297 25,217 26,297 25,217
Home loans @ 467,361 451,367 459,690 444,186
Credit card outstandings 11,271 11,877 11,271 11,877
Lease financing 4,410 4,318 3,532 3,268
Bills discounted 1,955 4,280 1,955 4,280
Term loans and other lending 141,695 147,028 141,679 147,009
Total Australia 652,989 644,087 644,424 635,837
Overseas
Overdrafts 1,842 1,657 306 281
Home loans " 55,581 50,298 341 397
Credit card outstandings 1,069 993 - -
Lease financing 8 25 1 4
Term loans and other lending 49,492 50,969 20,662 24,348
Total overseas 107,992 103,942 21,310 25,030
Gross loans, bills discounted and other receivables 760,981 748,029 665,734 660,867
Less
Provisions for Loan Impairment; 3.2
Collective provision (3,820) (2,735) (3,455) (2,482)
Individually assessed provisions (895) (870) (801) (779)
Unearned income:
Term loans (739) (692) (730) (692)
Lease financing (386) (367) (272) (264)
(5,840) (4,664) (5,258) (4,217)
Net loans, bills discounted and other receivables 755,141 743,365 660,476 656,650

(1) Home loans balance includes residential mortgages that have been assigned to securitisation vehicles and covered bond trusts. Further detail on these residential
mortgages is disclosed in Note 4.4.

(2) These balances are presented gross of mortgage offset balances as required under accounting standards.

(3) On adoption of AASB 9 on 1 July 2018, bills discounted were reclassified from the trading category under AASB 139 to the amortised cost category under AASB 9 as the
bills no longer meet the definition of a trading asset and they are held under the business model to collect. The reclassification did not have an impact on the Group’s
retained profits. As permitted by AASB 9, comparative information has not been restated.

(4) The adoption of AASB 9 impairment requirements on 1 July 2018 resulted in $968 million increase in the Group’s collective provisions on loans, bills discounted and
other receivables (Bank: $895 million) and $87 million increase in collective provisions for off-balance sheet instruments (Bank: $84 million). As permitted by AASB 9,
comparative information has not been restated. For details on the adoption of AASB 9 refer to Note 1.1.
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Based on behavioural terms and current market conditions, the amounts expected to be recovered within 12 months of the Balance Sheet
date are $185,208 million (2018: $175,826 million) for the Group, and $167,316 million (2018: $159,688 million) for the Bank.

Finance lease receivables

The Group and the Bank provide finance leases to a broad range of clients to support financing needs in acquiring transportation assets such
as trains, aircraft, ships and major production and manufacturing equipment.

Finance lease receivables are included within Loans, bills discounted and other receivables to customers.

Group

30 Jun 19 30 Jun 18

Gross Present Value Gross Present Value

Investment in of Minimum Investment in of Minimum

Finance Lease = Unearned Lease Payment Finance Lease = Unearned Lease Payment

Receivable Income Receivable Receivable Income Receivable

$M $M $M M ™ $M

Not later than one year 1,586 (167) 1,419 1,706 (162) 1,544
One year to five years 2,656 (207) 2,449 2,455 (190) 2,265
Over five years 176 (12) 164 182 (15) 167
4,418 (386) 4,032 4,343 (367) 3,976

Bank
30 Jun 19 30 Jun 18

Gross Present Value Gross Present Value

Investment in of Minimum Investment in of Minimum

Finance Lease = Unearned Lease Payment Finance Lease Unearned Lease Payment

Receivable Income Receivable Receivable Income Receivable

$M $M $M $M $M $M
Not later than one year 1,284 (118) 1,166 1,248 (116) 1,132
One year to five years 2,084 (143) 1,941 1,864 (135) 1,729
Over five years 165 (11) 154 160 (13) 147
3,533 (272) 3,261 3,272 (264) 3,008

Loans, bills discounted and other receivables include overdrafts, home loans, credit card and other personal lending, term loans, and
discounted bills. These financial assets are held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows. The contractual cash flows on these financial assets comprise the payment of principal and interest only. These
instruments are accordingly measured at amortised cost.

Loans, bills discounted and other receivables are recognised on settlement date, when funding is advanced to the borrowers. They are initially
recognised at their fair value plus directly attributable transaction costs such as broker fees. Subsequent to initial recognition, they are
measured at amortised cost using the effective interest rate method and are presented net of provisions for impairment. For the accounting
policy for provisions for impairment, refer to Note 3.2. For information on the Group’s management of credit risk, refer to Note 9.2.

Finance leases, where the Group acts as lessor, are also included in Loans, bills discounted and other receivables. Finance leases are those
where substantially all the risks and rewards of the lease asset have been transferred to the lessee. Lease receivables are recognised at an
amount equal to the net investment in the lease. Finance lease income reflects a constant periodic return on this net investment and is
recognised within interest income in the Income Statement.

Critical accounting judgements and estimates

When applying this effective interest method the Group has estimated the behavioural term of each loan portfolio by reference to historical
prepayment rates and the contractual maturity.
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Contractual maturity tables

Group
Maturity Period at 30 June 2019
Maturing 1 Maturing Maturing
Year Between 1 After
or Less and 5 Years 5 Years Total
Industry (" $M $M $M $M
Australia
Sovereign 14,139 2,117 506 16,762
Agriculture 3,647 5,273 371 9,291
Bank and other financial 5,470 3,046 159 8,675
Home loans 11,859 51,092 404,410 467,361
Construction 1,381 1,494 363 3,238
Other personal 6,848 12,978 1,682 21,508
Asset financing 3,065 4,757 125 7,947
Other commercial and industrial 41,763 66,223 10,221 118,207
Total Australia 88,172 146,980 417,837 652,989
Overseas
Sovereign 446 982 8 1,436
Agriculture 3,201 5,874 1,392 10,467
Bank and other financial 2,253 4,295 89 6,637
Home loans 3,155 709 51,717 55,581
Construction 295 164 242 701
Other personal 1,264 378 282 1,924
Asset financing 22 191 203 416
Other commercial and industrial 9,119 14,780 6,931 30,830
Total overseas 19,755 27,373 60,864 107,992
Gross loans, bills discounted and other receivables 107,927 174,353 478,701 760,981
(1) The industry split has been prepared in line with industry exposures in Note 9.2.
Maturing 1 Maturing Maturing
Year Between 1 After
or Less and 5 Years 5 Years Total
Interest rate $M $M $M $M
Australia 74,978 128,798 332,678 536,454
Overseas 18,408 21,952 11,767 52,127
Total variable interest rates 93,386 150,750 344,445 588,581
Australia 13,194 18,182 85,159 116,535
Overseas 1,347 5,421 49,097 55,865
Total fixed interest rates 14,541 23,603 134,256 172,400
Gross loans, bills discounted and other receivables 107,927 174,353 478,701 760,981
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Industry M
Australia

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial

Total Australia

Overseas

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial
Total overseas

Gross loans, bills discounted and other receivables

(1) The industry split has been prepared in line with industry exposures in Note 9.2.

Interest rate
Australia

Overseas

Total variable interest rates
Australia

Overseas

Total fixed interest rates

Gross loans, bills discounted and other receivables

Maturing 1
Year

or Less
$M

13,745
3,589
6,805
9,861
1,223
7,663
3,188

42,482

88,556

1,023
2,533
3,684
3,202
273
1,190
23
7,954
19,882
108,438

Maturing 1
Year

or Less
$M

73,612
18,035
91,647
14,944
1,847
16,791
108,438

Maturing
Between 1
and 5 Years
$M

2,490
5,078
5,818
41,930
1,465
13,976
5,263
65,382
141,402

466
5,371
3,206

657

148

333

173

17,153
27,507
168,909

Maturing
Between 1
and 5 Years
$M

122,146
22,730
144,876
19,256
4,777
24,033
168,909
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Group

Maturity Period at 30 June 2018

Maturing
After

5 Years
$mM

588

331

328
399,576
340
2,019
130
10,817
414,129

82
2,026
185
46,439
217

321

261
7,022
56,553
470,682

Maturing
After

5 Years
$M

328,864
13,235
342,099
85,265
43,318
128,583
470,682

Total
$M

16,823
8,998
12,951
451,367
3,028
23,658
8,581
118,681
644,087

1,571
9,930
7,075
50,298
638
1,844
457
32,129
103,942
748,029

Total
$M
524,622

54,000
578,622
119,465

49,942
169,407
748,029
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3.2 Provisions for impairment

Group Bank

30 Jun 19 30 Jun 18 30 Jun 17 30 Jun 19 30 Jun 18
Provisions for impairment losses $M $™M ™M $M $™M
Collective provision
Opening balance 2,763 2,747 2,818 2,510 2,482
Change on adoption of AASB 9 () 1,055 - - 979 -
Net collective provision funding 724 716 617 629 646
Impairment losses written off (901) (871) (894) (818) (789)
Impairment losses recovered 206 201 210 191 182
Other 57 (30) 4) 46 (11)
Closing balance 3,904 2,763 2,747 3,537 2,510
Individually assessed provisions
Opening balance 870 980 944 779 897
Net new and increased individual provisioning 619 625 670 556 559
Write-back of provisions no longer required (142) (262) (192) (127) (242)
Discount unwind to interest income (23) (25) (31) (23) (25)
Impairment losses written off (500) (548) (454) (446) (473)
Other 71 100 43 62 63
Closing balance 895 870 980 801 779
Total provisions for impairment losses 4,799 3,633 3,727 4,338 3,289
Less: Off Balance Sheet provisions (84) (28) (34) (82) (28)
Total provisions for loan impairment 4,715 3,605 3,693 4,256 3,261

(1) The adoption of AASB 9 impairment requirements on 1 July 2018 resulted in $968 million increase in the Group’s collective provisions on loans, bills discounted and
other receivables (Bank: $895 million) and $87 million increase in collective provisions for off-balance sheet instruments (Bank: $84 million). As permitted by AASB 9,
comparative information has not been restated. For details on the adoption of AASB 9 refer to Note 1.1.

Of the total $1,401 million loans written-off by the Group during the year ended 30 June 2019, $424 million remain subject to enforcement
activity. Of the total $1,264 million loans written-off by the Bank during the year ended 30 June 2019, $394 million remain subject to
enforcement activity.

Group Bank
30 Jun 19 30 Jun 18 30 Jun 17 30 Jun 19 30 Jun 18
Provision ratios % % % % %
Total isi for i ired t % of
. o a.prowsmns (Srlmpalre assets as a % of gross 32.77 33. 60 36. 05 35. 36 37 18
impaired assets
- . ) o
Total provisions for impairment losses as a % of gross loans 0. 63 0. 49 0. 51 0. 65 0. 50

and acceptances

(1)  Gross impaired assets include non-performing facilities, restructured facilities and unsecured retail managed facilities 90 days or more past due. For impaired assets
classification refer to Note 9.2.

Group Bank

30 Jun 19 30 Jun 18 30 Jun 17 30 Jun 19 30 Jun 18

Loan impairment expense M $M $M $M $M
Net collective provision funding 724 716 617 629 646
Net new and increased individual provisioning 619 625 670 556 559
Write-back of individually assessed provisions (142) (262) (192) (127) (242)
Total loan impairment expense 1,201 1,079 1,095 1,058 963
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Movement in provisions for impairment and credit exposures by ECL stage

The tables below provide movements in the Group’s and the Bank’s impairment provisions and credit exposures by ECL stage for the year
ended 30 June 2019.

Movements in provisions for impairment in the tables below are attributable to the following items:

Net transfers between stages: net movements in provisions for impairment due to transfers of credit exposures between Stage 1, Stage 2
and Stage 3 prior to re-measurement between 12-month and lifetime ECL.

Net re-measurement on transfers between stages: net movements in provisions for impairment due to re-measurement between 12 month
ECL and lifetime ECL as a result of transfers between stages.

Impact of transfers between 12 months and lifetime ECL: a total of net transfers between stages and net re-measurement on transfers
between stages.

Net financial assets originated: net movements in provisions for impairment due to financial assets originated as well as exposure changes
for existing credit exposures due to maturities, repayments or credit limit changes as well as changes in foreign exchange rates.
Movements in existing IAP including write-backs: net movements in existing Individually Assessed Provisions (IAP) excluding movements
to or from collective provisions and write-offs.

Write-offs: decreases in the provisions for impairment due to the de-recognition of loans when there is no reasonable expectation of
recovery.

Movement due to risk parameter and other changes: movements in provisions for impairment due to changes in credit risk parameters,
forward looking economic scenarios or other assumptions as well as other changes in underlying credit quality that do not lead to transfers
between Stage 1, Stage 2 and Stage 3.

Movements in credit exposures in the tables below are attributable to the following items:

Net transfers between stages and financial assets originated: net movements in credit exposures due to transfers between Stage 1,
Stage 2 and Stage 3 and due to financial assets originated as well as changes in existing credit exposures due to maturities, repayments
or credit limit changes as well as changes in foreign exchange rates.

Write-offs: the de-recognition of credit exposures when there is no reasonable expectation of recovery.

Group M
30 Jun 19
Stage 1 Stage 2 Stage 3 Stage 3
Collectively Collectively Collectively Individually
A d A d As d As d Total
$™ $M $M $M $M
Provisions for impairment losses @
Opening balance 873 2,525 420 870 4,688
Net transfers between stages 700 (833) 14 119 -
Net re-measurement on transfers between stages (1,072) 1,596 568 - 1,092
Impact of transfers between 12 months and lifetime ECL (372) 763 582 119 1,092
Net financial assets originated 341 (999) (77) - (735)
Movements in existing IAP including write-backs - - - 406 406
Write-offs - - (901) (500) (1,401)
Movements due to risk parameter and other changes 63 230 456 - 749
Closing balance 905 2,519 480 895 4,799
Credit exposures @ ®
Opening balance 709,231 190,688 4,017 2,020 905,956
N(‘at‘transfers between stages and financial assets 38,727 (26,418) 1,490 698 14,497
originated
Write-offs - - (901) (500) (1,401)
Closing balance 747,958 164,270 4,606 2,218 919,052

Refer to Note 9.2 for further analysis of provisions for impairment and credit exposures.

Movements in credit exposures exclude Cash and liquid assets and Receivables from other financial institutions. Movements in provisions for impairment losses include
provisions in relation to these financial assets. As at 30 June 2019, collective provisions in Stage 1 include $9 million in relation to these financial assets.

The assessment of significant increase in credit risk includes the impact of forward looking adjustments for emerging risk at an industry, geographical location or a
particular portfolio segment level, which are calculated by stressing an exposure’s internal credit rating grade at the reporting date. This accounts for approximately
65% of Stage 2 credit exposures for the Group as at 30 June 2019.
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Movement in provisions for impairment and credit exposures by ECL stage (continued)

Provisions for impairment losses @

Opening balance
Net transfers between stages

Net re-measurement on transfers between stages

Impact of transfers between 12 months and lifetime ECL
Net financial assets originated

Movements in existing IAP including write-backs
Write-offs

Movements due to risk parameter and other changes

Closing balance

Credit exposures @ ©®

Opening balance

Net transfers between stages and financial assets
originated

Write-offs

Closing balance

Stage 1 Stage 2 Stage 3 Stage 3
Collectively Collectively Collectively Individually
A d A d As d As d
$M $M $M $M
783 2,313 393 779
692 (832) 23 117
(1,037) 1,562 528 -
(345) 730 551 117
323 (981) (40) -
- - - 351
- - (818) (446)
40 231 357 -
801 2,293 443 801
631,044 170,870 3,746 1,578
30,762 (26,871) 1,241 681
- - (818) (446)
661,806 143,999 4,169 1,813

(1) Refer to Note 9.2 for further analysis of provisions for impairment and credit exposures.
(2) Movements in credit exposures exclude cash and liquid assets and receivables from other financial institutions. Movements in provisions for impairment losses include

provisions in relation to these financial assets. As at 30 June 2019, collective provisions in Stage 1 include $9 million in relation these financial assets.

Bank "
30 Jun 19

Total
$M

4,268

1,053
1,053

(698)
351

(1,264)
628

4,338

807,238
5,813

(1,264)
811,787

(3) The assessment of significant increase in credit risk includes the impact of forward looking adjustments for emerging risk at an industry, geographical location or a
particular portfolio segment level, which are calculated by stressing an exposure’s internal credit rating grade at the reporting date. This accounts for approximately 65%

of Stage 2 credit exposures for the Bank as at 30 June 2019.

Movements in provisions for impairment during the year were due to the following:

e A netincrease in the Group’s Stage 1 credit exposures of $38,727 million (Bank: $30,762 million) driven by home loans portfolio
growth, partly offset by net transfers from Stage 1 to Stage 2 and Stage 3 reflecting increases in corporate troublesome assets,

heightened consumer finance arrears and forward looking adjustments.

e A net reduction in the Group’s Stage 2 credit exposures of $26,418 million (Bank: $26,871 million) mainly driven by corporate
portfolio optimisation, partly offset by net transfers to Stage 2, mainly from Stage 1 reflecting increases in corporate troublesome
assets, heightened consumer finance arrears and forward looking adjustments. The impact of forward looking adjustments accounts
for approximately 65% of the Group’s and the Bank’s Stage 2 credit exposures.

e Anetincrease in the Group’s Stage 3 credit exposures of $787 million (Bank: $658 million) driven by net transfers to Stage 3 from
Stage 1 and Stage 2 reflecting increases in corporate troublesome assets and impaired home loans, partly offset by write-offs.
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Sensitivity of provisions for impairment to changes in forward looking assumptions

As described in Note 1.1, the Group applies four alternative macro-economic scenarios (Central, Upside, Downside and Severe Downside
scenarios) to reflect unbiased probability-weighted range of possible future outcomes in estimating ECL.

Assuming 100% weighting on the Central scenario and holding all other assumptions (including forward looking adjustments) constant the
Group’s provisions for impairment would be approximately $3,639 million (Bank: $3,290 million) compared to $4,799 million
(Bank: $4,338 million) provisions for impairment recognised as at 30 June 2019.

Assuming 100% weighting on the Downside Scenario and holding all other assumptions (including forward looking adjustments) constant the
Group’s total provisions for impairment would be approximately $4,802 million (Bank: $4,338 million).

By providing loans to customers, the Group bears the risk that the future circumstances of customers might change, including their ability to
repay their loans in part or in full. While the Group’s credit and responsible lending policies aim to minimise this risk, there will always be
instances where the Group will not receive the full amount owed and hence a provision for impaired loans will be necessary.

On 1 July 2018, the Group adopted the AASB 9 impairment requirements, which resulted in the implementation of an expected credit loss
impairment model. As a result, from 1 July 2018 provisions are recognised in accordance with the AASB 9 expected credit loss approach.
The details of the Group’s accounting policies and critical accounting judgements and estimates involved in calculating AASB 9 impairment
provisions for the year ended 30 June 2019 are provided in Note 1.1.
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Individually assessed provisions by
industry classification

Australia

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial

Total Australia

Overseas

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial
Total overseas

Total individually assessed provisions

30 Jun 19
$M

51
14
246
76

10
369
769

73
126
895

30 Jun 18
$™M

56
16
236
21

16
343
694

145
176
870

30 Jun 17
$™M

47
27
249
25

18
442
817

10
123
163
980

30 Jun 16
$M

42
29
193
25

28

483
807

23

© o »

N

85
137
944

Group
30 Jun 15
™M

133
36
148
20
10
28
400
775

14

10

10
77
112
887
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Loans written off by industry classification
Australia

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial

Total Australia

Overseas

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial
Total overseas

Gross loans written off

Less recovery of amounts previously written off:

Australia
Overseas
Total amounts recovered

Net loans written off

30 Jun 19
$™M

59

134
44
787
17
126
1,168

N N a1 N

70

152
233
1,401

190
16
206
1,195

30 Jun 18
$M

28

126
13
764
23
179
1,136

N O W

65

207
283
1,419

187
14
201
1,218
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30 Jun 17
$M

17

115
16
792
41
210
1,192

60

64
156
1,348

194
16
210
1,138

30 Jun 16
$M

84
10

82

1
747
54
249
1,237

54

112
180
1,417

211
14
225
1,192

Group
30 Jun 15
$M

65
36
72
14
686
45
404

1,322

157
1,479

165
11
176
1,303

158 Commonwealth Bank of Australia Annual Report 2019



Loans recovered by industry classification
Australia

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial

Total Australia

Overseas

Sovereign

Agriculture

Bank and other financial

Home loans

Construction

Other personal

Asset financing

Other commercial and industrial
Total overseas

Total loans recovered

30 Jun 19
$M

169

14
190

206

30 Jun 18
$™M

165

14
187

201

30 Jun 17
$™M

170

12
194

210

30 Jun 16
$M

154

21
211

225

Group
30 Jun 15
™M

125

24
165

176
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4. Our deposits and funding activities

Overview

Stable and well diversified funding sources are critical to the Group’s ability to fund its lending and investing activities and support growing its

business.

Our main sources of funding include customer deposits and term funds raised in domestic and offshore wholesale markets via issuing debt
securities and loan capital. The Group also relies on repurchase agreements as a source of short-term wholesale funding. Refer to Note 9.4

for the Group’s management of liquidity and funding risk.

4.1 Deposits and other public borrowings

Australia

Certificates of deposit

Term deposits

On-demand and short-term deposits

Deposits not bearing interest

Securities sold under agreements to repurchase
Total Australia

Overseas

Certificates of deposit

Term deposits

On-demand and short-term deposits

Deposits not bearing interest

Total overseas

Total external deposits and other public borrowings

30 Jun 19
$M

30,924
148,313
308,299

49,274

19,099
555,909

12,144
39,147
23,491
5,349
80,131
636,040

Group“)
30 Jun 18
$M

31,405
149,924
300,607

46,082

14,696
542,714

8,509
43,896
22,640

4,475
79,520
622,234

30Jun 19
$M

33,331
148,491
308,338

49,245

19,215
558,620

8,818
5,869
481

63
15,231
573,851

Bank

30 Jun 18
$M

33,496
150,086
300,768

46,058

14,806
545,214

6,069
13,707
1,154
56
20,986
566,200

(1) Current year balances reflect the adoption of AASB 9 ‘Financial Instruments’ on 1 July 2018. As permitted by AASB 9, comparative information has not been restated.

For details on adoption of AASB 9, refer to Note 1.1.

The majority of the amounts are due to be settled within 12 months of the Balance Sheet date.

The contractual maturity profile of Certificates of deposit and Term deposits are shown in the table below:

Maturing
Three
Months or
Less
$mM
Australia
Certificates of deposit " 14,674
Term deposits 92,825
Total Australia 107,499
Overseas
Certificates of deposit " 5,938
Term deposits 17,820
Total overseas 23,758
Total certificates of deposits and term deposits 131,257

(1) Al certificates of deposit issued by the Group are for amounts greater than $100,000.

Maturing
Between
Three and
Six Months
$M

13,182
39,389
52,571

3,156
13,129
16,285

68,856

Maturing
Between Six
and Twelve
Months

$M

1,232
13,835
15,067

3,005
6,127
9,132

24,199

Group
At 30 June 2019
Maturing
after
Twelve
Months Total
$M $M
1,836 30,924
2,264 148,313
4,100 179,237
45 12,144
2,071 39,147
2,116 51,291
6,216 230,528
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Group

At 30 June 2018
Maturing Maturing Maturing Maturing
Three Between Between Six after
Months or Three and and Twelve Twelve
Less Six Months Months Months Total
$M $M $M $M $M
Australia
Certificates of deposit " 15,321 9,286 2,351 4,447 31,405
Term deposits 83,431 25,576 32,222 8,695 149,924
Total Australia 98,752 34,862 34,573 13,142 181,329
Overseas
Certificates of deposit " 3,425 2,441 2,601 42 8,509
Term deposits 22,758 10,033 7,901 3,204 43,896
Total overseas 26,183 12,474 10,502 3,246 52,405
Total certificates of deposits and term deposits 124,935 47,336 45,075 16,388 233,734

(1) Al certificates of deposit issued by the Group are for amounts greater than $100,000.

Deposits from customers include certificates of deposit, term deposits, savings deposits, other demand deposits and debentures. Deposits
are initially recognised at their fair value less directly attributable transaction costs. Subsequent to initial recognition, they are measured at
amortised cost. Interest incurred is recognised within Net Interest Income using the effective interest method.

Securities sold under repurchase agreements are retained in the Financial Statements where substantially all the risks and rewards of
ownership remain with the Group. A liability for the agreed repurchase amount is recognised within deposits and other public borrowings.

4.2 Liabilities at fair value through income statement

Group Bank

30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18

$M ™ $M ™M

Deposits and other borrowings 6,217 8,124 6,217 7,118
Debt instruments 714 399 155 264
Trading liabilities 1,589 1,724 1,589 1,724
Total liabilities at fair value through Income Statement 8,520 10,247 7,961 9,106

(1) Current period balances reflect the adoption of AASB 9 ‘Financial Instruments’ on 1 July 2018. As permitted by AASB 9, comparative information has not been restated.
For details on adoption of AASB 9, refer to Note 1.1.

As at 30 June 2019, $5,201 million of the Group’s total liabilities at fair value through Income Statement (Bank: $4,642 million) are expected
to be settled within 12 months of the Balance Sheet date. As at 30 June 2018, the majority of the Group’s and the Bank’s liabilities at fair value
through Income Statement were expected to be settled within 12 months.

The amount that would be contractually required to be paid at maturity to the holders of the financial liabilities designated at fair value through
Income Statement for the Group is $8,524 million (2018: $10,093 million) and for the Bank is $7,960 million (2018: $8,949 million).

The Group designates certain liabilities at fair value through the Income Statement on origination when doing so eliminates or reduces an
accounting mismatch, or where the liabilities contain embedded derivatives which must otherwise be separated and carried at fair value.
Trading liabilities are incurred principally for the purpose of repurchasing or settling in the near term.

Subsequent to initial recognition, these liabilities are measured at fair value. Changes in fair value (except those due to changes in credit risk)
are recognised in Other Banking Income. Changes in fair value relating to the Group’s own credit risk are recognised in Other Comprehensive
Income. Interest incurred is recognised within Net Interest Income using the effective interest method.
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4.3 Debt issues
Group Bank
30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
Note $mM $M $M $™M
Medium-term notes 98,342 99,579 84,014 87,474
Commercial paper 20,158 26,868 17,596 23,922
Securitisation notes 4.4 12,177 13,089 - -
Covered bonds 4.4 33,313 32,758 29,452 28,588
Total debt issues 163,990 172,294 131,062 139,984
Short Term Debt Issues by currency
uUsD 20,147 27,008 17,585 24,061
AUD 10 1,009 10 1,009
GBP 3,470 2,949 3,470 2,949
Other currencies 227 335 227 335
Total short term debt issues 23,854 31,301 21,292 28,354
Long Term Debt Issues by currency @
uUsD 48,293 51,472 43,802 48,017
EUR 36,172 33,057 28,601 26,842
AUD 37,909 35,066 24,770 20,875
GBP 3,653 4,701 2,510 3,614
NzZD 3,596 3,954 834 1,028
JPY 2,115 3,505 1,989 3,390
Other currencies 8,331 9,175 7,197 7,801
Offshore loans (all JPY) 67 63 67 63
Total long term debt issues 140,136 140,993 109,770 111,630
Maturity Distribution of Debt Issues ®
Less than twelve months 50,095 59,980 42,993 50,994
Greater than twelve months 113,895 112,314 88,069 88,990
Total debt issues 163,990 172,294 131,062 139,984

(1) Debt issues include unrealised movements of $8,994 million in 2019 predominantly due to foreign exchange gains and losses.
(2) Long-term debt disclosed relates to debt issues which have a maturity at inception of greater than 12 months.
(3) Represents the remaining contractual maturity of the underlying instrument.

The Group’s long-term debt issues include notes issued under the: USD70 billion Euro Medium Term Note Program; the USD50 billion
US Medium Term Note Program; USD30 billion Covered Bond Program; Unlimited Domestic Debt Program; Unlimited ASB Domestic Medium
Term Note Program; USD25 billion CBA New York Branch Medium Term Note Program; EUR7 billion ASB Covered Bond Program;
USD10 billion ASB US Medium Term Note Program and other applicable debt documentation. Notes issued under debt programs are both
fixed and variable rate. Interest rate risk associated with the notes is incorporated within the Bank’s interest rate risk framework. The Bank,
from time to time, as part of its balance sheet management, may consider opportunities to repurchase outstanding long-term debt pursuant
to open-market purchases or other means. Such repurchases help manage the Bank’s debt maturity profile, overall funding costs and assist
in meeting regulatory changes and requirements.
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Short term borrowings by Commercial paper program M
Total

Outstanding at year end @

Maximum amount outstanding at any month end

Average amount outstanding

US Commercial Paper Program
Outstanding at year end @
Maximum amount outstanding at any month end
Average amount outstanding
Weighted average interest rate on:
Average amount outstanding

Outstanding at year end

Euro Commercial Paper Program
Outstanding at year end @
Maximum amount outstanding at any month end
Average amount outstanding
Weighted average interest rate on:

Average amount outstanding

Outstanding at year end

30 Jun 19

30 Jun 18

Group

30 Jun 17

$M (except where indicated)

20,158
24,557
21,592

20,120
24,481
21,494

2.6%
2.7%

38
163
98

2.2%
2. 7%

26,868
32,336
30,007

26,792
32,127
29,887

1.8%
2.3%

76
219
120

1.5%
2.2%

(1) Short-term borrowings include callable medium term notes of $3,696 million (2018: $4,433 million) which have been excluded from the table above.

(2) The amount outstanding at year end is measured at amortised cost.

Exchange rates utilised (")
AUD 1.00 =

(1) End of day, Sydney time.

Guarantee arrangement

Guarantee under the Commonwealth Bank Sale Act

Currency

usSD
EUR
GBP
NzZD
JPY

As At

30 Jun 19

0.7013
0. 6170
0. 5533
1. 0460

75. 6460

28,800
33,779
29,226

28,393
31,460
27,593

1.2%
1.5%

407
2,789
1,633

1.0%
1.2%

As At
30 Jun 18

0. 7387
0. 6350
0. 5635
1. 0909
81.7215

Historically, the due payment of all monies payable by the Bank was guaranteed by the Commonwealth of Australia under section 117 of the
Commonwealth Banks Act 1959 (as amended) at 30 June 1996. With the sale of the Commonwealth’s shareholding in the Bank this guarantee
has been progressively phased out under transitional arrangements found in the Commonwealth Bank Sale Act 1995.

Demand deposits are no longer guaranteed by the Commonwealth under this guarantee. However, debt issues payable by the Bank under a

contract entered into prior to 19 July 1996 remain guaranteed until maturity.
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Debt issues include short and long-term debt issues of the Group and consist of commercial paper, securitisation notes, covered bonds and
medium term notes.

Debt issues are initially measured at fair value and subsequently measured at amortised cost.

Premiums, discounts and associated issue expenses are recognised in the Income Statement using the effective interest method from the
date of issue, to ensure the carrying value of securities equals their redemption value by maturity date. Interest is recognised in the Income
Statement using the effective interest method. Any profits or losses arising from redemption prior to maturity are taken to the Income Statement
in the period in which they are realised.

The Group hedges interest rate and foreign currency rate risk on certain debt issues. When fair value hedge accounting is applied to fixed
rate debt issues, the carrying values are adjusted for changes in fair value related to the hedged risks.

4.4 Securitisation, Covered Bonds and Transferred Assets

The Group enters into transactions in the normal course of business that transfers financial assets to counterparties or to Special Purpose
Vehicles (SPVs). Transferred financial assets that do not qualify for de-recognition are typically associated with repurchase agreements and
our covered bonds and securitisation programs. The underlying assets remain on the Group’s Balance Sheet.

At the Balance Sheet date, transferred financial assets that did not qualify for de-recognition and their associated liabilities are as follows:

Group
Repurchase
Agreements Covered Bonds Securitisation "
30 Jun 19 30Jun18  30Jun 19 30Jun18  30Jun 19 30 Jun 18
$M $M $M $M $M $M
Carrying amount of transferred assets 19,129 14,696 39,129 37,012 13,521 14,661
Carrying amount of associated liabilities 19,099 14,696 33,313 32,758 12,177 13,089
For those liabilities that have recourse only to the
transferred assets:
Fair value of transferred assets 13,524 14,667
Fair value of associated liabilities 12,177 13,089
Net position 1,347 1,578
Bank
Repurchase
Agreements Covered Bonds Securitisation @
30 Jun 19 30Jun18 30 Jun 19 30Jun18 30 Jun 19 30 Jun 18
$M $M M $M $M $M
Carrying amount of transferred assets 19,245 14,806 34,160 32,210 70,274 71,136
Carrying amount of associated liabilities 19,215 14,806 29,452 28,588 69,800 70,484
For those liabilities that have recourse only to the
transferred assets:
Fair value of transferred assets 70,281 71,155
Fair value of associated liabilities 69,800 70,484
Net position 481 671

(1) Securitisation liabilities of the Group include RMBS notes issued by securitisation SPVs and held by external investors.

(2) Securitisation liabilities of the Bank include borrowings from securitisation SPVs, including the SPVs that issue only internally held notes for repurchase with central
banks, recognised on transfer of residential mortgages by the Bank. The carrying amount of associated liabilities from securitisation SPVs is recorded under loans due
to controlled entities.
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Repurchase Agreements

Securities sold under agreement to repurchase are retained on the Balance Sheet when substantially all the risks and rewards of ownership
remain with the Group, and the counterparty liability is included separately on the Balance Sheet when cash consideration is received.

Securitisation Programs

The Group pools and equitably assigns residential mortgages as securities to investors through a series of wholly controlled securitisation
vehicles. Where the Bank and ASB retain substantially all of the risks and rewards associated with the mortgages, the Bank and ASB continue
to recognise the mortgages on their Balance Sheets. The Group is entitled to any residual income of the securitisation programs after all
payments due to investors have been met. The investors have recourse only to the pool of mortgages in the SPV they have invested in.

Covered Bonds Programs

To complement existing wholesale funding sources, the Group has established two global covered bond programs for the Bank and ASB.
Certain residential mortgages have been assigned to SPV’s associated with covered bond programs to provide security on the payments to
investors. Similarly to securitisation programs, the Group is entitled to any residual income after all payments due to covered bond investors
have been met. As the Bank and ASB retain substantially all of the risks and rewards associated with the mortgages, the Bank and ASB
continue to recognise the mortgages on their Balance Sheets. The covered investors have dual recourse to the Bank and the covered pool
assets.

Critical accounting judgements and estimates

The Group exercises judgement at inception and periodically thereafter, to assess whether a structured entity should be consolidated based
on the Bank’s power over the relevant activities of the entity and the significance of its exposure to variable returns of the structured entity.
Such assessments are predominantly required for the Group’s securitisation programs, and structured transactions such as covered bond
programs.
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5. Our investing, trading and other
banking activities

Overview

In addition to loans, the Group holds other assets to support its activities. Cash and liquid assets, receivables due from other financial
institutions, trading assets and investment securities are held for liquidity purposes, to generate returns and to meet customer demand. The
mix and nature of assets is driven by multiple factors including the Board’s risk appetite, regulatory requirements, customer demand and the
generation of shareholder returns.

The Group also transacts derivatives to meet customer demand and to manage its financial risks (interest rate, foreign currency, commodity
and credit risks).

Refer to Note 9.1 for additional information relating to the Group’s approach to managing financial risks through the use of derivatives.

5.1 Cash and liquid assets

Group Bank ("
30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
$M $M $M $M
Notes, coins, cash at banks and money at short call 16,655 22,897 15,534 21,351
Securities purchased under agreements to resell 12,732 13,520 11,378 12,230
Total cash and liquid assets 29,387 36,417 26,912 33,581

(1) Comparative information has been restated to conform to presentation in the current year.

Cash and liquid assets include cash at branches, cash at banks, nostro balances, money at call with an original maturity of three months or
less and securities purchased under agreements to resell. Cash and liquid assets are initially recognised at fair value and subsequently
measured at amortised cost. Interest is recognised in the Income Statement using the effective interest method.

Securities, including bonds and equities, purchased under agreements to resell are not recognised in the Financial Statements where
substantially all the risks and rewards of ownership remain with the counterparty. An asset for the agreed resale amount by the counterparty
is recognised within Cash and liquid assets.
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5.2 Assets at fair value through income statement

Group M Bank "

30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
Assets at Fair Value through Income Statement $M $M $M $M
Trading
Government bonds, notes and securities 21,955 18,078 21,949 16,923
Corporate/financial institution bonds, notes and securities 3,264 6,108 3,264 5,112
Shares and equity investments 29 116 5 6
Commodities 7,258 7,952 7,258 7,952
Total trading assets 32,506 32,254 32,476 29,993
Insurance @
Investments backing life risk contracts - 21 - -
Investments backing life investment contracts - 351 - -
Total life insurance investment assets - 372 - -
Other
Government securities 81 49 - -
Receivables due from other corporate/financial institutions 434 209 235 -
Shares and equity investments 238 - - -
Other lending 418 - 417 -
Total other assets at fair value through Income Statement 1,171 258 652 -
Total assets at fair value through Income Statement 33,677 32,884 33,128 29,993
Maturity Distribution of assets at fair value through income statement
Less than twelve months 33,450 32,247 32,947 29,724
More than twelve months 227 637 181 269
Total assets at fair value through Income Statement 33,677 32,884 33,128 29,993

(1) Current year balances reflect the adoption of AASB 9 ‘Financial Instruments’ on 1 July 2018. As permitted by AASB 9, comparative information has not been restated.
For details on the adoption of AASB 9, refer to Note 1.1.
(2) Life insurance assets have been reclassified to assets held for sale following the announced sale of PT Commonwealth Life.

These assets are categorised as assets held for trading, insurance assets and other investments. Trading assets are those acquired for the
purpose of selling or repurchasing in the near term. Insurance assets are investments that back life insurance and life investment contracts.
Other assets are those that are designated at fair value through Income Statement at inception. Subsequent to initial recognition, financial
assets are measured at fair value with changes in fair value recognised in Other Banking Income.
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5.3 Derivative financial instruments and hedge accounting

Derivatives are classified as “Held for Trading” or “Held for Hedging”. Held for Trading derivatives are contracts entered into in order to meet
customers’ needs, to undertake market making and positioning activities, or for risk management purposes that do not qualify for hedge
accounting. Held for Hedging derivatives are instruments held for risk management purposes, which meet the criteria for hedge accounting.
Derivative financial instruments are contracts whose values are derived from one or more underlying prices, indexes or other variables.

The fair value of derivative financial instruments is set out in the following tables:

Group
30 Jun 19 30 Jun 18
Fair Value Fair Value Fair Value Fair Value
Asset Liability Asset Liability

Derivatives assets and liabilities $M $M $M $M
Held for trading
Foreign exchange rate related contracts:

Forwards 5,404 (5,492) 8,118 (7,961)

Swaps 4,078 (7,327) 7,457 (8,505)

Options 349 (346) 462 (415)
Total foreign exchange rate related contracts 9,831 (13,165) 16,037 (16,881)
Interest rate related contracts:

Swaps 6,978 (3,758) 4,834 (3,458)

Futures 46 (132) 6 (57)

Options 554 (463) 531 (736)
Total interest rate related contracts 7,578 (4,353) 5,371 (4,251)
Credit related swaps 21 (49) 46 (65)
Equity related contracts:

Swaps 10 (26) 12 (40)

Options 1 (3) 1 5)
Total equity related contracts 11 (29) 13 (45)
Commodity related contracts:

Swaps 207 (193) 397 (386)

Options 57 (76) 146 (85)
Total commodity related contracts 264 (269) 543 (471)
Identified embedded derivatives 160 (60) 229 (58)
Total derivative assets/(liabilities) held for trading 17,865 (17,925) 22,239 (21,771)

(1)  Comparative information has been restated to conform to presentation in the current year.

Held for trading derivatives are expected to be recovered or due to be settled within 12 months of the Balance Sheet date.
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Fair value hedges
Foreign exchange rate related swaps
Interest rate related swaps

Total fair value hedges

Cash flow hedges

Foreign exchange rate related swaps
Interest rate related swaps
Commodity price related swaps

Total cash flow hedges

Net investment hedges
Foreign exchange rate related forwards

Total net investment hedges

Total derivative assets/(liabilities) held for hedging

(1)  Comparative information has been restated to conform to presentation in the current year.

Fair Value
Asset
$M

5,089

379
5,468

1,470
411

1,881

7,350

30 Jun 19
Fair Value
Liability
$M

(2,384)
(1,440)
(3,824)

(643)
(365)
(5)
(1,013)

(15)
(15)

(4,852)

Fair Value
Asset
$M

6,538

278
6,816

2,335
734

3,069

9,894

Group M
30 Jun 18
Fair Value

Liability
$M

(3,783)

(1,672)
(5,455)

(744)
(493)

(1,237)

(9)
(9)
(6,701)

The majority of hedging derivatives are expected to be recovered or due to be settled more than 12 months after the Balance Sheet date.
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Derivatives assets and liabilities
Held for trading

Foreign exchange rate related contracts:
Forwards
Swaps
Options
Derivatives held with controlled entities

Total foreign exchange rate related contracts

Interest rate related contracts:
Swaps
Futures
Options
Derivatives held with controlled entities

Total interest rate related contracts
Credit related swaps

Equity related contracts:
Swaps
Options

Total equity related contracts

Commodity related contracts:
Swaps
Options

Total commodity related contracts
Identified embedded derivatives

Total derivative assets/(liabilities) held for trading

(1)  Comparative information has been restated to conform to presentation in the current year.

Fair Value
Asset
$M

5,392
5,036
348

41
10,817

6,735
47
554
16
7,352

21

10

1

207
57
264

160

18,625

Financial

report
Notes to the
financial
statements
30 Jun 19
Fair Value Fair Value
Liability Asset
$M $M
(5,465) 8,081
(8,161) 8,291
(345) 460
(2,015) 16
(15,986) 16,848
(3,653) 4,610
(132) 6
(463) 531
(91) 73
(4,339) 5,220
(49) 46
(26) 12
(3) 1
(29) 13
(193) 397
(76) 146
(269) 543
(60) 229
(20,732) 22,899

Held for trading derivatives are expected to be recovered or due to be settled within 12 months of the Balance Sheet date.

Bank "
30 Jun 18

Fair Value
Liability
$M

(7,937)
(9,197)
(413)
(1,734)
(19,281)

(3,226)
(57)
(736)
(87)
(4,106)

(65)

(40)
®)
(45)

(386)
(85)
(471)

(58)

(24,026)
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30 Jun 19 30 Jun 18
Fair Value Fair Value Fair Value Fair Value
Asset Liability Asset Liability
$M $M $™M $M
Fair value hedges
Foreign exchange rate related contracts:

Swaps 3,707 (1,670) 5,087 (3,052)

Derivatives held with controlled entities - (1,948) 35 (1,365)
Total foreign exchange rate related contracts 3,707 (3,618) 5,122 (4,417)
Interest rate related contracts:

Swaps 333 (1,393) 213 (1,477)

Derivatives held with controlled entities - (68) 13 (27)
Total interest rate related contracts 333 (1,461) 226 (1,504)
Total fair value hedges 4,040 (5,079) 5,348 (5,921)
Cash flow hedges
Foreign exchange rate related contracts:

Swaps 1,329 (471) 2,011 (586)

Derivatives held with controlled entities - (97) 16 (30)
Total foreign exchange rate related contracts 1,329 (568) 2,027 (616)
Interest rate related contracts:

Swaps 316 (255) 602 (299)

Derivatives held with controlled entities - - - -
Total interest rate related contracts 316 (255) 602 (299)
Commodity price related contracts:

Swaps - (5) - -
Total commodity price related contracts - (5) - -
Total cash flow hedges 1,645 (828) 2,629 (915)
Net investment hedges
Foreign exchange rate related forward contracts 1 (15) 9 9)
Total net investment hedges 1 (15) 9 9)
Total derivative assets/(liabilities) held for hedging 5,686 (5,922) 7,986 (6,845)

(1)  Comparative information has been restated to conform to presentation in the current year.

The majority of hedging derivatives are expected to be recovered or due to be settled more than 12 months after the Balance Sheet date.
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The table below shows the deferred gains and losses, which are expected to be transferred to the Income Statement in the period which the
hedge forecast transaction takes place:

Group Bank

Total Total

30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18

$M ™ $M $™M

Within 6 months 47 (39) 57 (33)
6 months - 1 year (103) 29 (32) 38
1-2years (340) 16 (215) 68
2 -5 years 1,476 (131) 1,516 (25)
After 5 years 53 (95) 207 57
Net deferred gains/(losses) 1,133 (220) 1,533 105

Derivatives transacted for hedging purposes

Derivatives are initially measured at fair value. Subsequent to initial recognition, gains or losses on derivatives are recognised in the Income
Statement, unless they are entered into for hedging purposes and designated into a cash flow hedge.

Hedging strategy and hedge accounting

The Group risk management strategy (refer notes 9.1 and 9.3) is to manage market risks within risk limits to minimise profit and capital
volatility. The use of derivative and other hedging instruments for hedging purposes gives rise to potential volatility in the Income Statement
because of mismatches in the accounting treatment between derivative and other hedging instruments and the underlying exposures being
hedged. The Group’s and the Bank’s objective is to reduce volatility in the Income Statement by applying hedge accounting.

Fair value hedges

Fair value hedges are used by the Group to manage exposure to changes in the fair value of an asset, liability or unrecognised firm
commitments, predominantly associated with investment securities, debt issues and loan capital. Changes in fair values can arise from
fluctuations in interest or foreign exchange rates. The Group principally uses interest rate swaps, cross currency swaps and futures to protect
against such fluctuations.

Changes in the value of fair value hedges are recognised in the Income Statement, together with changes in the fair value of the hedged asset
or liability that are attributable to the hedged risk. All gains and losses associated with the ineffective portion of fair value hedge relationships
are recognised immediately as ‘Other Banking Income’ in the Income Statement.

If the hedge relationship no longer meets the criteria for hedge accounting, it is discontinued. For fair value hedges of interest rate risk, the
fair value adjustment to the hedged item is amortised to the Income Statement from the date of discontinuation over the period to maturity of
the previously designated hedge relationship using the effective interest method. If the hedged item is sold or repaid, the unamortised fair
value adjustment is recognised immediately in the Income Statement.

Cash flow hedges

Cash flow hedges are used by the Group to manage exposure to variability in future cash flows, which could affect profit or loss and may
result from fluctuations in interest and exchange rates or in commodity prices on financial assets, financial liabilities or highly probable forecast
transactions, predominantly associated with floating rate domestic loans and deposits. The Group principally uses interest rate swaps, cross
currency swaps, futures and equity related swaps to protect against such fluctuations.

Changes in fair value associated with the effective portion of a cash flow hedge are recognised through Other Comprehensive Income in the
Cash Flow Hedge Reserve within equity. Ineffective portions are recognised immediately in the Income Statement. Amounts deferred in equity
are transferred to the Income Statement in the period in which the hedged forecast transaction takes place.

When a hedging instrument expires or is sold, terminated or exercised, or when the hedge no longer meets the criteria for hedge accounting,
any cumulative gain or loss existing in equity at that time remains in equity and is reclassified to profit or loss in the period in which the hedged
item affects profit or loss. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity
is recycled immediately to the Income Statement. Where it is appropriate, non-derivative financial assets and liabilities are also designated as
hedging instruments in cash flow hedge relationships.
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Derivatives transacted for hedging purposes (continued)

Net investment hedges

The Group holds investments in foreign operations, where changes in net assets resulting from changes in foreign currency rates are
recognised in foreign currency translation reserve and results in volatility in shareholders’ equity. To protect against the foreign currency risk,
the Group enters into foreign currency forwards that are designated as hedging instruments in net investment hedges. Gains and losses on
derivative contracts relating to the effective portion of the net investment hedge are recognised in the foreign currency translation reserve in
equity. Ineffective portions are recognised immediately in the Income Statement. Gains and losses accumulated in equity are included in the
Income Statement when the foreign subsidiary or branch is disposed of.

Risk components
In some hedging relationships, the Group and the Bank designate risk components of hedged items as follows:

e Benchmark interest rate risk as a component of interest rate risk, such as the Bank Bill Benchmark Rate component; and
e Spot exchange rate risk as a component of foreign currency risk for foreign currency financial assets and liabilities.

Hedging the benchmark interest rate risk or spot exchange rate risk components results in other risks, such as credit risk and liquidity risk,
being excluded from the hedge accounting relationship.

Economic relationships and hedge effectiveness

The Group performs both prospective and retrospective tests to determine the economic relationship between the hedged item and the
hedging instrument, and to assess hedge effectiveness. At inception of the hedge relationship, prospective testing is performed on a matched
terms basis. This test checks that the critical terms are matched between the hedging instrument and the hedged item. At the same time a
hedging ratio is established by matching the notional of the derivatives with the principal of the portfolio or financial instruments being hedged,
in most cases the ratio is 100%. Retrospective testing for each reporting period uses a regression model, which compares the change in the
fair value of the hedged item and the change in the fair value of the hedging instrument. For a hedge to be deemed effective, the change in
fair values should be within 80 to 125% of each other. Should the result fall outside this range the hedge would be deemed ineffective and
recognised immediately through the income statement in line with each hedge relationship policy above.

Sources of hedge ineffectiveness affecting hedge accounting are:

« Differences in discounting between the hedged item and the hedging instrument. Collateralised derivatives are discounted using Overnight
Indexed Swaps (OIS) discount curves, which are not applied to the hedged item;

e Change in the credit risk of the hedging instrument; and

o Mismatches between the contractual terms of the hedged item and the hedging instrument.

No other sources of hedge ineffectiveness have arisen during the year.

Embedded derivatives

In certain instances, a derivative may be embedded within a host contract. It is accounted for separately as a stand-alone derivative at fair
value, where:

o the host contract is not carried at fair value through the Income Statement; and
o the economic characteristics and risks of the embedded derivative are not closely related to the host contract.
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The following table provides details of the Group’s and the Bank’s hedging instruments by the type of hedge relationship in which they are

designated and the type of risk being hedged.

Fair value hedges

Interest rate

Foreign exchange

Interest rate and foreign exchange

Total fair value hedges

Cash flow hedges
Interest rate
Foreign exchange
Commodity price

Total cash flow hedges

Net investment hedges
Foreign exchange
Total net investment hedges

Total hedging instrument
assets/(liabilities)

Notional
$M

112,725
709
59,070
172,504

529,431
19,400
80
548,911

481
481

721,896

Fair Value
Derivative
Assets
$M

379

5,082
5,468

411
1,470

1,881

7,350

Group

30 Jun 19
Fair Value
Derivative
Liability
$M

(1,440)

(6)
(2,378)
(3,824)

(365)
(643)
(%)
(1,013)

(15)
(15)

(4,852)

Notional
$M

98,365

55,587
153,952

481,685
16,835
80
498,600

481
481

653,033

Fair Value
Derivative
Assets
$M

333

3,707
4,040

316
1,329

1,645

5,686

Bank

30 Jun 19
Fair Value
Derivative
Liability
$M

(1,461)

(3,618)
(5,079)

(255)
(568)

(%)
(828)

(15)
(15)

(5,922)

In addition to derivative instruments used to hedge foreign currency risk, the Group and the Bank designate debt issues as hedging instruments
of certain foreign exchange risk exposures. The carrying value of debt issues designated as cash flow hedging instruments as at 30 June 2019
was $949 million with average maturity of 4 years for the Group and $62 million with average maturity of 1 year for the Bank.
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Hedging instruments (continued)
The table below provides maturity analysis of expected notional values of the Group’s hedging instruments by the type of hedge relationship

in which they are designated and the type of risk being hedged:

Fair value hedges

Cash flow hedges and
net investment hedges

Due within

1 year

Hedged Risk $M
Interest rate 16,714
Foreign exchange 709
Interest rate and foreign exchange 12,575
Interest rate 338,071
Foreign exchange 12,867
5

Commodity price

Group
30 Jun 19

Notional Amounts

Due from 1 Due beyond

to 5 years 5 years Total
$m $m $M
45,248 50,763 112,725
- - 709
29,577 16,918 59,070
185,963 5,397 529,431
4,722 2,292 19,881
23 52 80

The weighted average fixed interest rate of interest rate swaps hedging interest rate risk is 2.00%. The major currency pairs of cross currency
swaps designated in hedge relationships are receive USD / pay AUD and receive EUR / pay USD with weighted average foreign currencies

rates of: AUD/USD 0.85 and USD/EUR 0.82.
The table below provides maturity analysis of expected notional values of the Bank’s hedging instruments by the type of hedge relationship in
which they are designated and the type of risk being hedged:

Fair value hedges

Cash flow hedges and
net investment hedges

Due within

1 year

Hedged Risk $M
Interest rate 14,685
Foreign exchange -
Interest rate and foreign exchange 10,649
Interest rate 316,484
Foreign exchange 10,436
5

Commodity price

Bank
30 Jun 19

Notional Amounts

Due from 1 Due beyond

to 5 years 5 years Total
™M $M $M
36,050 47,630 98,365
29,850 15,088 55,587
160,217 4,984 481,685
4,588 2,292 17,316
23 52 80

The weighted average fixed interest rate of interest rate swaps hedging interest rate risk is 2.00%. The major currencies of cross currency
swaps designated in hedge relationships are receive USD / pay AUD and receive EUR / pay USD with weighted average foreign currencies

rate: AUD/USD 0.84 and USD/EUR 0.83.
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The table below provides details of the Group’s and the Bank’s hedged items designated in fair value hedge relationships by the type of risk

being hedged:

Hedged Items

Investment securities at fair value through
other comprehensive income

Investment securities at fair value through
other comprehensive income

Loans, bills discounted and other
receivables

Shares in and loans to controlled entities
Shares in and loans to controlled entities
Deposits and other public borrowings

Deposits and other public borrowings

Assets held for sale

Debt issues

Debt issues

Loan capital interest bearing

Loan capital interest bearing

Hedged Risk
Interest rate

Interest rate and
foreign exchange

Interest rate

Interest rate
Interest rate and
foreign exchange
Interest rate
Interest rate and
foreign exchange

Foreign exchange

Interest rate

Interest rate and
foreign exchange

Interest rate

Interest rate and
foreign exchange

Carrying
Amount

$M
44,493

10,130

2,136

557

49

1,161
26,319
63,566

5,974

9,443

Group
30 Jun 19
Fair Value

Adjustment (" @
$M

4,438
201

63

49
746
2,155
326

192

Carrying
Amount
$M

40,064

10,130

57

1,533

19,690
557

49

17,713
47,585
5,582

9,443

Bank
30 Jun 19
Fair Value

Adjustment (" @
$M

4,425
201
57

65

853

573
1,368
316

193

(1) Represents the accumulated amount of the fair value adjustment included in the carrying amount. Positive amounts represent increases in the carrying amount of the
asset or liability. The cumulative amount that is related to ceased hedge relationships where the risk being hedged was interest rate and foreign exchange risk is nil.
(2) Changes in fair value of the hedged item used as a basis to determine effectiveness. The changes in fair value of the hedged items are recognised in Other Banking

Income.
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Hedge items in cash flow hedges and net investment hedges
The table below provides details of the Group’s and the Bank’s hedged items designated in cash flow and net investment hedge relationships

by the type of risk being hedged:

Hedged Items

Cash Flow Hedges

Investment securities at fair value
through other comprehensive income

Loans, bills discounted and other
receivables

Shares in and loans to controlled entities
Shares in and loans to controlled entities

Deposits and other public borrowings
Debt issues

Debt issues

Loan capital interest bearing
Highly probable forecast transactions

Highly probable forecast transactions

Net Investment Hedges
Foreign Operations

Total

Hedged Risk

Foreign exchange
Interest rate
Interest rate

Foreign exchange

Interest rate
Interest rate

Foreign exchange

Interest rate and Foreign exchange
Foreign exchange

Commodity price

Foreign exchange

Cash Flow
Hedge
Reserve

$M

15

4,085

(2,741)
(7)
(117)

(92)

(17

1,133

Group

30 Jun 19
Foreign
Currency
Translation

Reserve ?

$M

(33)
(33)

Bank

30 Jun 19

Cash Foreign
Flow Currency

Hedge Translation

@)

Reserve (' Reserve

$M $M

15 -

3,834 -

(2,447) -
(6) -

(17 -

- (33)
1,533 (33)

(1) Represents the accumulated effective amount of the hedging instrument deferred to Cash Flow Hedge Reserve. The cumulative amount related to ceased hedge
relationships where the risk being hedged was interest rate and foreign exchange risk is a loss of $13 million for the Group and the Bank. A cumulative loss of $1 million

related to ceased hedge relationships was amortised to Income Statement during the period.

(2) Represents the accumulated effective amount of the hedging instrument deferred to Foreign Currency Translation Reserve. The cumulative amount related to ceased
hedge relationships where the risk being hedged was foreign exchange risk is nil.
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The table below details effectiveness of the Group’s and the Bank’s hedges by the type of hedge relationship and the type of risk being

hedged:

Fair value hedges

Interest rate

Foreign exchange

Interest rate and Foreign
exchange

Total fair value hedges

Cash flow hedges and
net investment hedges

Interest rate
Foreign exchange

Commodity prices

Total cash flow hedges
and net investment
hedges

Change in
Value of
Hedged

item

$M

1,257

49
(1,864)

(558)

(1,279)
(51)
(5)

(1,335)

Change in

Value of

Hedging

Instrument

$M

(1,269)

(49)
1,885

567

1,283
51

1,339

Group

30 Jun 19
Hedge
Ineffectiveness

recognised in

Income
statement @
$M

(12)

21

Change in

Value of

Hedged
item

$M

1,384

(760)

624

(1,302)
(101)
(5)

(1,408)

Change in
Value of
Hedging
Instrument

$M

(1,397)

783

(614)

1,308
101

1,414

Bank

30 Jun 19
Hedge
Ineffectiveness
recognised in
Income

statement @
$M

(13)

23

10

(1)  Changes in value of hedged item for fair value hedges is recognised in Other Banking Income. Changes in value of the hedged item for cash flow hedges is only used
as basis for recognising ineffectiveness and represents the lower of the change in the hedged item and the hedging instrument. During the year, the unrealised gains
deferred to the Cash flow hedge reserve were $1,355 million for the Group and $1,428 million for the Bank, and a loss recognised in the Net investment hedge reserve
was $20 million for the Group and the Bank.

(2) Hedge ineffectiveness is recognised in Other Banking Income.
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5.4 Investment securities

Investment securities at fair value through OCI
Government bonds, notes and securities
Corporate/financial institution bonds, notes and securities
Shares and equity investments

Covered bonds, mortgage backed securities and SSA @

Total investment securities at fair value through OCI

Investment securities at amortised cost

Government bonds, notes and securities

Covered bonds, mortgage backed securities and SSA @
Total investment securities at amortised cost

Total investment securities

Available-for-Sale Investments (AASB 139)
Government bonds, notes and securities
Corporate/financial institution bonds, notes and securities
Shares and equity investments

Covered bonds, mortgage backed securities and SSA @

Total available-for-sale investments (AASB 139)

30 Jun 19
$™M

50,560
18,075

67
10,210
78,912

7,349
7,355
86,267

Group )
30 Jun 18
$™M

46,363
21,372

298
14,207
82,240

30 Jun 19
$M

48,454
16,407
45
8,306
73,212

7,349
7,349
80,561

Bank ("

30 Jun 18
$M

44,701
20,356

45
12,629
77,731

(1)  Current year balances reflect the adoption of AASB 9 ‘Financial Instruments’ on 1 July 2018. As permitted by AASB 9, comparative information has not been restated.
(

2)  Supranational, Sovereign and Agency Securities (SSA).

As at 30 June 2019, Investment Securities at Fair Value through OCI expected to be recovered within 12 months of the Balance Sheet date
were $10,409 million (2018: $14,772 million) for the Group, and $8,639 million (2018: $13,478 million) for the Bank. As at 30 June 2019,
Investment Securities at Amortised Cost amounts expected to be recovered within 12 months of the Balance Sheet date were $1,622 million
(2018: Nil) for the Group and the Bank. As at 30 June 2018, Available for Sale investments expected to be recovered within 12 months of the

Balance Sheet date were $14,772 million for the Group, and $13,478 million for the Bank.
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Group
Maturity Period at 30 June 2019
10 or Non-
O0to1 Year 1to 5 Years 510 10 Years more Years Maturing Total
M % $M % M % ™M % $M $M
Investment securities at fair value
through OCI
Government bonds, notes and securities 3,712 1.99 16,221 1.46 24,978 1.70 5,649 2.77 - 50,560
Corporate(ﬂnanmal institution bonds, notes 4,805 1,59 12,934 2 58 336 2 52 i ) . 18,075
and securities
Shares and equity investments - - - - - - - - 67 67
Covered bonds, mortgage backed 1849  1.92 6349 1.72 1340 1.78 672 3.34 - 10,210
securities and SSA
Total investment securities at fair value
10,366 35,504 26,654 6,321 67 78,912
through OCI
Investment securities at amortised cost
Government bonds, notes and securities 6 0. 66 - - - - - - - 6
Covered bonds, mortgage backed ; ; 2 272 256 2,39 7,001  2.32 - 7,349
securities and SSA
Total |_nvestment securities at 6 22 256 7,07 ) 7,355
amortised cost
Total investment securities 10,372 - 35,526 - 26,910 - 13,392 - 67 86,267

Investment securities primarily include public debt securities held as part of the Group’s liquidity portfolio.
Investment securities at Fair Value through OCI (FVOCI)

Debt securities

This category includes debt securities held within the business model whose objective is achieved by both collecting contractual cash flows
and selling the assets. The contractual cash flows on these financial assets comprise payments of principal and interest only. These securities
are initially recognised at their fair value plus directly attributable transaction costs. Subsequent to initial recognition, they are measured at fair
value through Other Comprehensive Income.

Interest income and foreign exchange gains and losses on these securities are recognised in the Income Statement. The securities are
assessed for impairment using the expected credit loss approach described in Note 1.1. Impairment is recognised in the Loan Impairment
Expense line in the Income Statement.

When FVOCI debt securities are derecognised, the cumulative gain or loss recognised in Other Comprehensive Income is reclassified to the
Other Banking Income line in the Income Statement.

Equity securities

This category also includes non-traded equity instruments designated at fair value through Other Comprehensive Income. Fair value gains
and losses and foreign exchange gains and losses on these equity instruments are recognised in Other Comprehensive Income and are not
reclassified to the Income Statement on derecognition.

Investment securities at amortised cost

This category includes debt securities held within the business model whose objective is to hold financial assets in order to collect contractual
cash flows. The contractual cash flows on these financial assets comprise the payment of principal and interest only. These securities are
initially recognised at their fair value plus directly attributable transaction costs. Subsequent to initial recognition, they are measured at
amortised cost using the effective interest rate method and are presented net of provisions for impairment. For the accounting policy for
provisions for impairment, refer to Note 1.1.
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6. Other assets

Overview

The Group’s other assets comprise assets not included in its lending, investing, trading and other banking activities. Other Assets include
property, plant and equipment held for use and for lease through our asset finance businesses. Other assets also include software, brand
names and goodwill. These assets support the Group’s business activities.

6.1 Intangible assets

Group " Bank "
30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
$M $M $M $M
Goodwill
Purchased goodwill at cost 5,974 6,941 2,522 2,522
Closing balance 5,974 6,941 2,522 2,522
Computer Software Costs
Cost 4,837 4,633 4,396 4,122
Accumulated amortisation (3,125) (2,814) (2,842) (2,440)
Closing balance 1,712 1,819 1,554 1,682
Brand Names @
Cost 203 206 186 186
Accumulated amortisation (2) 1) - -
Closing balance 201 205 186 186
Other Intangibles ®
Cost 351 342 219 192
Accumulated amortisation (273) (217) (164) (116)
Closing balance 78 125 55 76
Total Intangible assets 7,965 9,090 4,317 4,466

(1) Comparative information has been restated to conform to presentation in the current year.

(2) Brand names predominantly represent the value of royalty costs foregone by the Group through acquiring the Bankwest brand name. The royalty costs that would have
been incurred by an entity using the Bankwest brand name are based on an annual percentage of income generated by Bankwest. The Bankwest brand name has an
indefinite useful life as there is no foreseeable limit to the period over which the brand name is expected to generate cash flows. This balance also includes the
Aussie Home Loans brand name ($16 million) which has an indefinite useful life. They are not subject to amortisation, but require annual impairment testing. No impairment
was required this period. The Count Financial brand name of $3 million was impaired during the year ended 30 June 2019.

(3) Other intangibles include the value of customer and credit card relationships acquired from Bankwest and Aussie Home Loans. This value represents future net income
generated from the relationships that existed at Balance Sheet date. The assets have a useful life of between 6 and 10 years based on the attrition rates of customers.
Other intangibles also include prepaid software licences with a net book value of $54 million (30 June 2018: $67 million). Customer relationship intangibles in relation to
Count Financial of $13 million were impaired during the year ended 30 June 2019.

Impairment tests for goodwill and intangible assets with indefinite lives

To assess whether goodwill and other assets with indefinite useful lives are impaired, the carrying amount of a cash-generating unit or a group
of cash-generating units are compared to the recoverable amount. The recoverable amount is determined based on fair value less cost to
sell, primarily using an earnings multiple applicable to that type of business. The category of this fair value is Level 3 as defined in Note 9.5.

Earnings multiples relating to the Group‘s Banking cash-generating units are sourced from publicly available data associated with Australian
businesses displaying similar characteristics to those cash-generating units, and are applied to current earnings. The key assumption is the
Price-Earnings (P/E) multiple observed for these businesses, which for the Banking businesses were in the range of 11.6x — 12.0x
(2018: 10.9x — 11.2x). The goodwill allocated to the Wealth Management and IFS cash-generating units is not significant.
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Goodwill allocation to cash generating units

Retail Banking Services
Business and Private Banking
Wealth Management

New Zealand

IFS and Other

Total

(1)  Comparative information has been restated to conform to presentation in the current year.

Reconciliation of the carrying amounts of Intangible Assets is set out below:

Goodwill

Opening balance

Additions

Transfers/disposals/other adjustments

Closing balance

Computer Software Costs

Opening balance

Additions

Amortisation and write-offs
Reclassification to assets held for sale

Closing balance

Brand Names
Opening balance
Additions
Impairment ®
Closing balance
Other Intangibles
Opening balance
Additions
Amortisation and impairment ©
Closing balance
Comparative information has been restated to conform to presentation in the current year.

Includes reclassifications to assets held for sale and foreign currency revaluation.
Primarily relates to internal development costs.

30 Jun 19
$M

6,941

(967)
5,974

1,819
343
(450)

1,712

205

(4)
201

125
140
(187)

78

The Count Financial brand name of $3 million was impaired during the year ended 30 June 2019.

(1
@
)
(4) Includes amounts associated with discontinued operations.
®)
6

Customer relationship intangibles in relation to Count Financial of $13 million were impaired during the year ended 30 June 2019.
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30 Jun 19
$M
3,744
1,271
679
269
1
5,974
Group
30 Jun 18 30 Jun 19
$M $M
7,872 2,522
446 -
(1,377) -
6,941 2,522
1,934 1,682
486 287
(553) (415)
(48) -
1,819 1,554
189 186
16 -
205 186
100 76
178 142
(153) (163)
125 55

Group M
30 Jun 18
$M

3,841
1,271
1,551
258
20
6,941

Bank ("
30 Jun 18
$M

2,522

2,522

1,735
399
(452)

1,682

186

186

77
139
(140)

76
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Intangible assets are identifiable non-monetary assets without physical substance. They are recognised only if it is probable the asset will
generate future benefits for the Group. Those assets with an indefinite useful life are tested for impairment annually. All intangible assets must
be tested for impairment when there is an indication that its carrying amount may be greater than its recoverable amount.

Goodwill

Goodwill arises on the acquisition of an entity and represents the excess of the consideration paid over the fair value of the net assets and
liabilities acquired. Goodwill is tested for impairment annually through allocation to a group of Cash Generating Units (CGUs). The CGUs’
recoverable amount is then compared to the carrying amount of the CGUs including goodwill and an impairment is recognised for any excess
carrying value.

Computer software costs

Certain internal and external costs directly incurred in acquiring and developing software, net of specific project related grants, are capitalised
and amortised over the estimated useful life on a straight line basis. The majority of software projects are amortised over two to five years.
The Group’s core banking software is amortised over ten years. Software maintenance is expensed as incurred.

Brand names

Brand names acquired in a business combination include Aussie Home Loans, Bankwest and Count Financial Limited and these were initially
recognised at fair value. Aussie Home Loans and Bankwest brand names are assessed as having an indefinite useful life as there is no
foreseeable limit to the period over which the brand names are expected to generate cash flows. Count Financial brand name has been fully
impaired during the year. The remaining brand names are amortised over their useful life.

Other intangibles

Other intangibles predominantly comprise customer relationships. Customer relationships acquired as part of a business combination are
initially measured at fair value. They are subsequently measured at cost less accumulated amortisation and any impairment losses.
Amortisation is calculated based on the timing of projected cash flows associated with those relationships.

Critical accounting judgements and estimates

Goodwill is allocated to CGUs whose recoverable amount is calculated for the purpose of impairment testing. The recoverable amount
calculation relies primarily on publicly available earnings multiples, which are disclosed on page 181.
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6.2 Other assets
Group 1@ Bank W@
30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
Note $M $M $M ™M
Accrued interest receivable 2,421 2,377 2,577 3,114
Accrued fees/reimbursements receivable 1,117 1,255 258 205
Securities sold not delivered 1,893 1,823 1,323 1,398
Intragroup current tax receivable - - 320 283
Current tax assets 624 24 609 3
Prepayments 291 253 190 143
Defined benefit superannuation plan surplus 10.2 462 581 462 581
Other 307 611 171 485
Total other assets 7,115 6,924 5,910 6,212

(1)  Comparative information has been restated to conform to presentation in the current year.

(2)  Current period balances reflect the adoption of AASB 15 ‘Revenue from Contracts with Customers’ on 1 July 2018. As permitted by AASB 15 comparative information
has not been restated. For details on adoption of AASB 15 refer to Note 1.1.

(3)  Accrued fees/reimbursements receivable as at 30 June 2019 include trail commission receivable of $442 million for the Group.

Except for the defined benefits superannuation plan surplus, the majority of the above amounts are expected to be recovered within 12 months
of the Balance Sheet date.

Other assets include interest and fee receivables, current tax assets, prepayments receivables on unsettled trades and the surplus within
defined benefit plans. Interest receivables are recognised on an accruals basis, fees and reimbursements receivable are recognised once the
service is provided and trade date accounted securities sold not delivered are recognised between trade execution and final settlement. The
remaining other assets are recognised on an accruals or service performed basis and amortised over the period in which the economic
benefits from these assets are received. Further defined benefit plan details are provided in Note 10.2.
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7. Other liabilities

Overview

Other liabilities primarily represent provisions recognised, interest payable, fees and bills payable and unsettled trades. Other provisions
principally cover annual leave and long service leave employee entitlements as well as general insurance claims, provisions for customer
remediation, compliance and regulation programs and litigations. Also, it includes provision for impairment losses on financial guarantees and
other off-balance sheet instruments issued by the Group. They do not relate to individually assessed provisions or collective provisions
recognised on impaired financial assets of the Group (such as impaired home loans).

Certain provisions involve significant judgement to determine the likely outcome of events as well as a reliable estimate of the outflow. Where
future events are uncertain or where the outflow cannot be reliably determined, these are disclosed as contingent liabilities. Contingent
liabilities are not recognised in the Group’s Balance Sheet but disclosed in Note 12.1.

Commentary on certain other provisions and contingent liabilities are given in Note 7.1.

7.1 Other provisions

Group " Bank "

30 Jun 19 30 Jun 18 30Jun 19 30 Jun 18

Note $M $M $M $M

Employee entitlements 958 880 906 839
General insurance claims 292 219 - -
Customer remediation 959 162 901 134
Dividends 8.4 119 113 119 113
Compliance and regulation 213 283 213 283
Off-balance sheet instruments 84 28 82 28
Other 126 175 116 164
Total other provisions 2,751 1,860 2,337 1,561

(1)  Comparative information has been restated to conform to presentation in the current year.
(2) The adoption of AASB 9 impairment requirements on 1 July 2018 resulted in an $87 million increase in the Group’s collective provisions for off-balance sheet instruments
(Bank: $84 million). As permitted by AASB 9, comparative information has not been restated. For details on the adoption of AASB 9 refer to Note 1.1.

Maturity distribution of other provisions

Group M Bank "

30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18

$M ™ $M $M

Less than twelve months 2,284 1,606 1,825 1,352
More than twelve months 467 254 512 209
Total other provisions 2,751 1,860 2,337 1,561

(1)  Comparative information has been restated to conform to presentation in the current year.
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Group " Bank ("
30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18
Reconciliation $M $M $M $M
General insurance claims:
Opening balance 219 273 - -
Additional provisions 637 530 - -
Amounts utilised during the year (564) (584) - -
Closing balance 292 219 - -
Customer remediation:
Opening balance 162 202 134 194
Additional provisions ® 963 162 903 135
Amounts utilised during the year (166) (157) (136) (162)
Release of provision - (45) - (33)
Closing balance 959 162 901 134
Compliance and regulation:
Opening balance 283 69 283 69
Additional provisions ® 125 389 125 389
Amounts utilised during the year (188) (175) (188) (175)
Release of provision (7) - (7) -
Closing balance 213 283 213 283
Off-balance sheet instruments:
Opening balance 28 25 28 25
Changes on adoption of AASB 9 ) 87 - 84 -
Additional provisions - 3 - 3
Release of provision (31) - (30) -
Closing balance 84 28 82 28
Other:
Opening balance 175 264 164 227
Additional provisions 57 135 49 93
Amounts utilised during the year (100) (131) (97) (113)
Release of provision - (56) - (43)
Reclassification to liabilities held for sale (6) (37) - -
Closing balance 126 175 116 164

(1) Comparative information has been restated to conform to presentation in the current year.

(2) Customer remediation includes provisions recognised during the current year for Aligned Advice, Banking and other Wealth Management remediation including related
program costs.

(3) Compliance and regulation includes additional provisions recognised during the current year for Financial Crimes Compliance Program of Action, ASIC investigation,
Better Risk Outcomes Program (BROP) and litigation related costs.

(4) The adoption of AASB 9 impairment requirements on 1 July 2018 resulted in an $87 million increase in the Group’s collective provisions for off-balance sheet instruments
(Bank: $84 million). As permitted by AASB 9, comparative information has not been restated. For details on the adoption of AASB 9 refer to Note 1.1.

General insurance claims

This provision is to cover future claims on general insurance contracts that have been incurred but not reported. The provision will be realised
upon settlement of claims whose maturities were uncertain at the reporting date.

Customer remediation

This provision covers customer remediation costs and related program costs.

Compliance and regulation

This provision relates to project and other administrative costs associated with certain compliance and regulatory programs of the Group.
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Other provisions

Other provisions include provisions for redundancy and restructuring costs, self-insurance provisions, make-good provisions in relation to
property leases, and provisions for certain other costs.

Provisions for employee entitlements (such as long service leave, annual leave and other employee benefits)

This provision is calculated based on expected payments. Where the payments are expected to be more than one year in the future, these
provisions factor in the expected period of service by employees, as well as salary increases. These future obligations are discounted using
a market observable rate.

Provisions are recognised for present obligations arising from past events where a payment to settle the obligation is probable and can be
reliably estimated. Where the effect of the time value of money is material, the amount of the provision is measured as the present value of
expenditures required to settle the obligation, based on a market observable rate.

Critical accounting judgements and estimates

Provisions are held in respect of a range of future obligations, some of which involve significant judgement about the likely outcome of various
events and estimated future cash flows.

Customer remediation

Provisions for customer remediation require significant levels of estimation and judgement. The amount raised depends on a number of
different assumptions, such as the number of years impacted, the forecast refund rate and the average cost per case. The Group is committed
to comprehensively and efficiently addressing the full range of remediation issues impacting customers of the Banking and Wealth
Management businesses. Significant resources have been committed to a comprehensive program of work, to ensure that all issues are
identified and addressed.

Aligned Advice remediation

During the current year, the Group raised a provision for Aligned Advice remediation issues and program costs, including ongoing service
fees charged where no service was provided. Aligned advisors are not employed by the Group but are representatives authorised to provide
financial advice under the licences of the Group’s subsidiaries, Financial Wisdom Limited, Count Financial Limited and Commonwealth
Financial Planning Limited (Pathways only). As at 30 June 2019, the Group holds a provision of $534 million in relation to Aligned Advice
remediation. This includes $251 million for customer fee refunds, $123 million for interest on fees subject to refunds and $160 million for costs
to implement the remediation program.

The Group’s estimate of the proportion of fees to be refunded is based on sample testing and assumes a refund rate of 24%. This compares
to a refund rate of 22% which was paid for our salaried advisors. An increase/(decrease) in the failure rate by 1% would result in an
increase/(decrease) in the provision of approximately $15 million.

The Group is finalising its remediation approach in consultation with ASIC.

Banking and other Wealth customer remediation

During the year ended 30 June 2019, the Group recognised provisions of $384 million for Banking and other Wealth Management customer
remediation programs. The provision raised for banking remediation includes an estimate of refunds and interest to customers relating to
business banking products, including bank guarantees, cash deposit accounts, merchants billing and certain commercial lending products.
The wealth remediation provision includes an estimate of refunds and interest relating to advice quality, fees where no service was provided
in the Commonwealth Financial Planning business, the Loan Protection Insurance product and certain other products.

Litigation, investigations and reviews

The Group is party to legal proceedings and the subject of investigations and reviews. These include the matters outlined below as at
30 June 2019. Provisions have been raised where indicated in line with the principles outlined in the accounting policy section of this note.

Litigation
Shareholder class actions

In October 2017 CBA was served with a shareholder class action proceeding filed in the Federal Court of Australia alleging breaches of CBA’s
continuous disclosure obligations and misleading and deceptive conduct in relation to the subject matter of the civil penalty proceedings
brought by Australian Transaction Reports and Analysis Centre (AUSTRAC). The AUSTRAC proceedings concerned contraventions of the
Anti-Money Laundering and Counter-Terrorism Financing Act 2006 (Cth). The resolution of the proceedings was approved by the Federal
Court on 20 June 2018 with CBA paying a penalty of $700 million and legal costs. In the shareholder class action, it is alleged that CBA
shareholders who acquired an interest in CBA shares between 1 July 2015 and 3 August 2017 suffered loss caused by the alleged conduct.
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Litigation, investigations and reviews (continued)

Litigation (continued)

Shareholder class actions (continued)

On 29 June 2018 a similar second shareholder class action in relation to the subject matter of the AUSTRAC proceedings was served on
CBA on behalf of certain CBA shareholders who acquired an interest in CBA shares between 16 June 2014 and 3 August 2017. On 10 July
2019, court orders were made confirming the two class action proceedings would continue, would be case managed together and proceed by
way of one harmonised statement of claim.

It is currently not possible to determine the ultimate impact of these claims, if any, on the Group. The Group denies the allegations and
continues to defend both claims. The Group has provided for legal costs expected to be incurred in the defence of the claims.

Superannuation class action

On 9 October 2018, a class action claim was filed against CBA and Colonial First State Investments Limited (CFSIL) in the Federal Court of
Australia. The claim relates to investment in cash and deposit options (which are cash and deposit products prioritised by CBA) in Colonial
First State FirstChoice Superannuation Trust and Commonwealth Essential Super. The main allegation is that members with these options in
the funds received lower interest rates on them than they would have received had CFSIL put them in equivalent products with higher interest
rates obtainable on the market. It is alleged that CBA was involved in CFSIL’s breaches as trustee of the funds and CFSIL’s breaches as
Responsible Entity of the underlying managed investment schemes. Both CBA and CFSIL deny the allegations and filed a defence to the
claim on 20 December 2018. The class action lawyers made further amendments to the claim filing an amended statement of claim on 16
April 2019. The amendments introduced additional allegations relating to another term deposit and a breach of trust in respect of adviser
commissions, however the commissions claim is made against CFSIL only. CBA and CFSIL filed a defence to the amended claim on 7 June
2019 denying the new claims. It is currently not possible to determine the ultimate impact of this claim, if any, on the Group. The Group has
provided for the legal costs expected to be incurred in the defence of the claim.

ASIC bank bill swap rate

On 21 June 2018 the Federal Court approved the agreement between CBA and the Australian Securities and Investment Commission (ASIC)
to resolve the proceedings concerning alleged market manipulation and unconscionable conduct in respect of the bank bill market. Accordingly
CBA has paid a civil penalty of $5 million and a community benefit payment of $15 million to Financial Literacy Australia. It also agreed to pay
ASIC’s costs of the investigation and legal costs. The Group provided for these costs in the prior period.

As part of the settlement CBA also entered into an Enforceable Undertaking with ASIC under which CBA undertook to engage an independent
expert to assess changes it has made (and will make) to its policies, procedures, controls systems, training, guidance and framework for the
monitoring and supervision of employees and trading in Prime Bank Bills and CBA’s BBSW referenced product businesses. On
5 October 2018, CBA appointed EY as the independent expert. CBA provided its BBSW Program of remediation work to ASIC and EY on
21 December 2018. EY reviewed the BBSW Program and provided certain recommendations in their report dated 23 April 2019. CBA
considered those recommendations with ASIC and EY and delivered its Final BBSW Program to ASIC and EY on 23 July 2019. EY are due
to report on CBA'’s Final BBSW Program on 30 August 2019. The Group has provided for costs associated with implementation of the BBSW
program.

Investigations and reviews

ASIC investigation

In September 2017, following the commencement of the civil proceedings against CBA by AUSTRAC, ASIC launched an investigation in
relation to the Group’s disclosure in respect of the matters the subject of the AUSTRAC proceedings. ASIC is also investigating, among other
things, whether the officers and directors at CBA complied with other specific obligations under the Corporations Act 2001 (Cth). CBA
continues to engage with ASIC in respect of the investigation and respond to requests made by ASIC. It is currently not possible to predict
the ultimate impact of this investigation, if any, on the Group. The Group has provided for the legal costs expected to be incurred in relation
to this investigation.

APRA’s prudential inquiry into CBA

On 28 August 2017, APRA announced it would establish an independent prudential inquiry (the Inquiry) into the Group with the goal of
identifying shortcomings in the governance, culture and accountability frameworks.

The final report of the Inquiry was released on 1 May 2018 (the Final Report). The Final Report made a number of findings regarding the
complex interplay of organisational and cultural factors within the Group and the need for enhanced management of non-financial risks. In
response to the Final Report, the Group acknowledged that it will implement all of the recommendations and agreed to adjust its minimum
operational risk capital requirements by an additional $1 billion (risk weighted assets $12.5 billion) until such time as the recommendations
are implemented to APRA’s satisfaction.

CBA has entered into an Enforceable Undertaking under which CBA'’s remedial action (Remedial Action Plan) in response to the Final Report
would be agreed and monitored regularly by APRA. The Remedial Action Plan provides a detailed program of change outlining how CBA will
improve the way it runs its business, manages risk, and works with regulators. The Remedial Action Plan also provides a comprehensive
assurance framework, with Promontory Australasia (Sydney) Pty Ltd (Promontory) having been appointed as the independent reviewer and
which is required to report to APRA on the Group’s progress against committed milestones every 3 months.
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Investigations and reviews (continued)

APRA'’s prudential inquiry into CBA (continued)

Promontory has submitted two reports in September 2018 and December 2018 which have also been released by CBA. Promontory has
noted that the Remedial Action Plan program of work remains on track and CBA’s commitment to implementing the Inquiry’s recommendations
in a timely and comprehensive way continued to be strong with all 156 milestones on schedule to be delivered by the due date. Promontory
is providing APRA with quarterly progress reports, and CBA is committed to report publicly on its progress against the Remedial Action Plan
twice a year. The Group has provided for costs associated with the implementation of the Remedial Action Plan.

The Royal Commission

The Royal Commission was established on 14 December 2017 and was authorised to inquire into misconduct by financial service entities
(including CBA). Seven rounds of hearings into misconduct in the banking and financial services industry were held throughout 2018, covering
a variety of topics including consumer and business lending, financial advice, superannuation, insurance and a policy round. The Royal
Commission’s final report was delivered on 1 February 2019. The final report included 76 policy recommendations to the Australian
Government and findings in relation to the case studies investigated during the hearings, with a number of referrals being made to regulators
for misconduct by financial institutions, which is expected to result in heightened levels of enforcement action across the industry.

The 76 recommendations covered many of CBA’s business areas, and also canvassed the role of the regulators and the approach to be taken
to customer focus, culture and remuneration. The recommendations regarding the role of regulators and their approach to enforcement may
increase enforcement activity, costs and reputational impact for financial institutions. CBA released a statement to the ASX on 8 March 2019
welcoming the final report and committing to actions to deliver on the recommendations. The Government has accepted 75 of the 76
recommendations.

Ongoing service fees in Commonwealth Financial Planning

Following an ASIC investigation, Commonwealth Financial Planning (CFP) entered into an Enforceable Undertaking (EU) with ASIC in
April 2018 and agreed to certain variations on 20 December 2018. Under the EU, as varied, CFP agreed, among other things, to provide an
attestation to ASIC in relation to remediation of ongoing service over the period July 2015 to January 2018 and in relation to CFP’s current
ongoing service compliance systems and processes. Although CFP was not in a position to sign the attestation in January 2019, CFP provided
the attestation to ASIC on 30 May 2019. ASIC has since confirmed that it is satisfied with the attestation and compliance with the obligations
under the EU is now finalised (save for the payment of some remaining refunds due to customers by 30 September 2019).

CFP has not charged ongoing service fees since 1 February 2019, and has not entered into new ongoing service agreements since that date.
CFP is moving to a new model where customers will pay for advice once they have received it.

Fair Work Ombudsman (FWO) Investigation

The FWO has commenced an investigation in relation to CBA’s self-disclosure of discrepancies in employee arrangements and entitlements.
CBA continues to engage with the FWO in respect of the investigation and respond to requests made by the FWO. It is currently not possible
to predict the ultimate impact of this investigation, if any, on the Group.

New Zealand compliance audit findings

The Labour Inspectorate in New Zealand is undertaking a programme of compliance audits on a number of organisations in respect of the
Holidays Act 2003 (the “Holidays Act’). On 18 December 2018 ASB Bank Limited (ASB) received the Labour Inspectorate’s report of its
findings on ASB’s compliance with the Holidays Act. The findings, based on a sample of employees, include that ASB has not complied with
the requirements of the Holidays Act by not including certain incentive payments in ASB’s calculation of gross earnings under the Holidays Act.
ASB’s position in relation to that finding is that the application of the law is uncertain and yet to be definitively determined. That finding, if
extrapolated to ASB’s entire workforce, would result in an estimated liability of NZD31 million in total for the preceding six years’ annual holiday
payments. ASB will continue to engage with the Labour Inspectorate on the matter.

Enforceable Undertaking accepted by Office of Australian Information Commission

The Australian Information Commissioner (Commissioner) has accepted an Enforceable Undertaking (EU) offered by CBA. The EU underpins
execution of further enhancements to the management and retention of customer personal information within CBA and certain subsidiaries.

The EU follows CBA’s ongoing work to address two incidents: one relating to the disposal by a third party of magnetic data tapes containing
historical customer statements and the other relating to potential unauthorised internal user access to certain systems and applications
containing customer personal information. CBA reported both incidents to the Commissioner in 2016 and 2018 respectively and has since
been working to address these incidents and respond to inquiries made by the Commissioner. CBA has found no evidence to date, as a result
of these incidents, that our customers’ personal information was compromised, or that there have been any instances of unauthorised access
by CBA employees or third parties.

It is not currently possible to estimate the financial impact of the Group’s response under the EU.
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Litigation, investigations and reviews (continued)

Investigations and reviews (continued)

Program of Action

The Group continues to strengthen its financial crime capabilities, and has invested significantly, recognising the crucial role that it plays,
including through the Program of Action with coverage across all aspects of financial crime (including anti-money laundering/counter-terrorism
financing, sanctions and anti-bribery and corruption) and all business units. The Group has provided for certain costs of running the Program of
Action.

Remediation and Compliance Programs

The Group undertakes ongoing compliance activities, including review of products, advice, conduct and services provided to customers, as
well as interest, fees and premiums charged.

Some of these investigations and reviews have resulted in remediation programs and where required the Group consults with the respective
regulator on the proposed remediation action. There is a risk that where a breach has occurred, regulators may also impose fines and/or
sanctions.

Provisions are recognised when it is probable an outflow will be required to address a past event and where a reliable estimate is available.
There remains a contingent liability with respect to these matters, however the aggregate potential liability of the above matters cannot be
reliably estimated.

Other matter

Financial Wisdom Limited, a subsidiary of the Group, has agreements pre-dating 2013, which provide authorised representatives with the
ability to sell their client book to the subsidiary in certain circumstances contingent upon a number of key conditions being met. The agreements
provide for the sale at a multiple of ongoing revenue subject to a range of criteria (including potential discount factors). The authorised
representative must apply to commence the conditional sale process. No applications have been received to date. It is not currently possible
to reliably estimate the financial impact of these agreements.

7.2 Bills payable and other liabilities

Group Bank

30 Jun 19 30 Jun 18 30 Jun 19 30 Jun 18

$M $M $M $M

Bills payable 756 931 664 827
Accrued interest payable 2,676 2,745 2,059 2,163
Accrued fees, employee incentives and other items payable @ & @ 2,390 3,194 1,906 2,523
Securities purchased not delivered 2,414 2,456 1,774 1,942
Unearned income ®® 1,439 1,389 1,011 968
Other 610 910 1,626 1,722
Total bills payable and other liabilities 10,285 11,625 9,040 10,145

(1) Comparative information has been restated to conform to presentation in the current year.

(2) The balance as at 30 June 2018 includes a payable for AUSTRAC civil penalty of $700 million.

(3) Current period balances reflect the adoption of AASB 15 Revenue from Contracts with Customers’ on 1 July 2018. As permitted by AASB 15 comparative information
has not been restated. For details on adoption of AASB 15 refer to Note 1.1.

(4) Accrued fees payable as at 30 June 2019 include trail commissions paya