The impairment of customer loans
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Commonwealth Bank Group

Sydney, 8 October 2008  Foomoees

The Commonwealth Bank of Australia (the Group) has acquired the
Bank of Western Australia Limited (BankWest) and St Andrew’s

Australia Pty Ltd (St Andrew’s) through the execution of a sale and
purchase agreement with UK based HBOS plc.

The purchase does not extend to HBOS’s other Australian
businesses - Capital Finance Australia Ltd, BOS International
(Australia) Ltd and HBOS’s Australian Treasury operations.

The purchase price will be $2.1 billion. The purchase is conditional
on the receipt of all necessary competition, regulatory and
government approvals - and will be completed following receipt of
those approvals.

The Group is determined to continue to carry substantial surplus
capital due to the current volatile market conditions. It intends to
fully fund the purchase price by undertaking a

$2 billion accelerated institutional placement which will maintain
APRA Tier 1 capital at 7.6% and Tier 1 capital under UK FSA rules
at 10.1%.

Standard & Poor’s, Moodys and Fitch have all confirmed the
Group’s credit ratings with stable outlook post the acquisition.

Credit Suisse has served as exclusive financial adviser to the Group
on this transaction.

Ralph Norris, Commonwealth Bank Chief Executive Officer said,
“The Commonwealth Bank regularly reviews acquisition
opportunities but rarely have we seen a quality asset such as
BankWest become available on such attractive terms to us. The
strength of our current capital and funding position combined with
the strategic value of this transaction makes this an attractive
opportunity for the Group and its shareholders.”

https://www.commbank.com.au/about-us/news/media-releases/2008/081008-news-bankwest-acquisition.html
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“BankWest provides a significant opportunity to further develop the
Group’s business in the fast growing Western Australian market. |t
complements our existing operations and will deliver additional
growth opportunities in key market segments, as well as enhanced
product and service delivery opportunities for customers,” Mr Norris
said.

BankWest is a strong business and a market leader in Western
Australia. It is the Commonwealth Bank’s intention to maintain and
grow the BankWest brand.

Commonwealth Bank and BankWest branches and business
centres in Western Australia will not be closing as a consequence
of this acquisition, and both BankWest and Commonwealth Bank
customers will be able to use each other's ATMs without paying any
additional fees once our systems allow.

St Andrew’s is HBOS Australia’s wealth management business,
providing life insurance and wealth management products to the
Australian marketplace. Its range of products is complementary to
the Group’s existing wealth management business.

The Group is strongly committed to its Australian businesses and on
achieving its vision to be Australia’s finest financial services
organisation through excelling in customer service. This acquisition
demonstrates this commitment, by expanding in a rapidly growing
region of the Australian economy.

“I am confident that this acquisition will deliver significant benefits
for the people and customers of both organisations. HBOS’
Australian businesses are good quality, strong businesses
underpinned by dedicated and talented staff,” Mr Norris said.

The Strategic Rationale

Builds on the Commonwealth Bank’s commitment to being
Australia’s leading financial services organisation with strong
positions in home loans, retail deposits and business banking,
and an enhanced position in credit cards, personal lending and
wealth management;

Strengthens the competitive position in the fast growing and
attractive Western Australian market. The BankWest brand will be
retained;

https://www.commbank.com.au/about-us/news/media-releases/2008/081008-news-bankwest-acquisition.html
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Provides opportunities to enhance the Group’s reputation as a
leader in product innovation and customer service by further
developing existing relationships with nearly 11 million Australians;
and

Provides a wider pool of talented and experienced people to
complement the focus on achieving the Group’s vision of
becoming Australia’s finest financial service organisation through
excelling in customer service.

Note regarding 6 October Suncorp Announcement

High level, exploratory discussions have been conducted with
Suncorp.

ENDS

For further information please contact:

Media Analyst

Steve Batten Warwick Bryan
Media Relations Investor Relations
Commonwealth Bank Commonwealth Bank
(02) 9378 2504 02 93785979

This announcement is not an offer for subscription, invitation,
recommendation or sale with respect to the purchase or sale of any
Shares in any jurisdiction. This announcement does not constitute
an offer to sell, or a solicitation of an offer to buy, securities in the
United States or to any U.S. person (as defined in Regulation S
under the U.S. Securities Act of 1933, as amended (the “U.S.
Securities Act”)). Securities may not be offered or sold in the United
States unless the securities have been registered under the U.S.
Securities Act or an exemption from registration is available.

https://www.commbank.com.au/about-us/news/media-releases/2008/081008-news-bankwest-acquisition.html Page 3 of 3



The impairment of customer loans
Submission 10£‘)1 - Attachment 1

NOT FOR RELEASE IN THE UNITED STATES: This presentation is not for distribution or release in the United States or to any U.S. person and may not be forwarded, reproduced,
disclosed or distributed in whole or in part to any other person.

Commonwealth Bank of Australia

Acquisition of BankWest and
St. Andrew’s Australia —

A Compelling Strategic Growth
Opportunity

Determined o be different

This presentation does not constitute an offer of securities for sale in Australia, the United States or else e
or sold in Australia, the United States or elsewhere absent registration under the relevant legislation or an exemption from registration.
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Summary
BankWest and St. Andrew’s Australia only
Consistent with CBA strategy

Attractive price and terms:
Purchase price $2.1bn
0.80 x 2007A book value *

Footnote3 & 39

11.2 x 2007A net profit
Expected to be EPS accretive immediately

Substantial cost synergies

1. Ordinary shareholders’ equity.
2. Profit attributable to equity holders, after dividends on Redeemable Preference Shares.

Determined to be differam
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Key terms and conditions

Final purchase price to not exceed $2.1bn  rootnoter

Sale and purchase agreement signed

Subject to regulatory, ACCC and Govt approvals (discussions commenced)
HBOS plc shareholder approval not required

Does not require CBA shareholder approval

Completion expected end January 2009

Determined {0 be differant
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Reinforces strong Australian market position
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Proposed operating model

Business Description Proposed Model

= Brand retained in WA
»= 860,000 customers . .
= East coast retail expansion strategy to be

Retai = Lending assets of $28bn reviewed
BankWest ) . : - L :
a “F" Banking Deposits of $15bn = Streamlining of administrative functions,
= 2008 Regional Bank of the systems, and processes of CBA and
Year ! BankWest, where synergies exist and it
enhances the customer experience to do so
= Brand retained in WA
BUSINEss & ) Z:7erl?tl:§;n§ ss Banking = [ntegration of two businesses with a view to
BankWest Corporate incorporating best practice and enhancing
Business BanFI)dng » Lending assets of $27bn customer experience across the Group
= Deposits of $22bn = Streamlining / sharing of back-office and
systems where synergies exist
» Wealth management and
StAnd'rew"’ Insurance and insurance = [ntegrated into broader Group

AUBTAALIA ’

Investments » Funds under Management of
more than $2.4bn

Note: All Lending Assets and Deposits figures as at 30 June 2008. (Source: HBOS plc interim report). Funds under management figure as at 31 December 2007.
(Source: HBOS Australia 31 December 2007 annual report). Exchange rate of 2.08 AUD to 1 GBP.

1. Australian Banking and Finance Magazine.

2. Source: BankWest website.

12 /
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BankWest Balance Sheet

2005 2006 2007 Unaudited Footnotes
$m $m $m June 2008

Loans and advances to customers 31,582 40,276 50,838 55,500
Other assets 5,058 5,398 7,974 7,700
Total assets 36,667 45,674 58,812 63,200
Customer deposits & Intergroup funding 28,482 35,197 45,899 50,800
Other interest bearing liabilities 5,993 7,723 9,385 8,700
Non interest bearing liabilities 413 505 478 300

Total liabilities 34,888 43,425 55,762 59,800
Issued share capital (incl preference shares) 992 1,282 1,907 2,100
Retained earnings 787 967 1,143 1,300
Total equity? 1,779 2,249 3,050 3,400

Footnote4C
Total liabilities and equity 36,667 45,674 58,812 63,200

Source: BankWest financial reports for the years ended 31 December 2005, 2006 and 2007.
1 Includes redeemable preference shares 2007: $530m, 2006: $305m, 2005: $115m.

22
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CBA funding position very strong

BankWest intra-group funding of
~$18bn easily accommodated within

Footnote?

existing CBA internal resources

Overview of CBA funding position:
AA credit rating
58% retail funded

Well advanced in 2009 funding
programme — 30% completed

Significant surplus liquids

1. Surplus liquids are excluded from short term wholesale funding.
2. 6 month average liquid assets held.

24

CBA'’s Existing Source of Funding*

21%
2%
5%
58%
11%
3%
Retail Funding Long Term Wholesale maturing in FY09
W Short Term Wholesale @ Long Term Wholesale maturing after FY09
Structured Funding with first call <12mth @ Securitisation

CBA'’s Liquid Assets ($bn)”

13 } Medallion RMBS
28 } Surplus liquids
| S |

25 27

50

Jun 07 Jun 08
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Pre-tax
Net Assets Profit / (Loss)
$m $m

Indicative fair value of net assets acquired 2,720
Consideration paid (2,100)
Discount on acquisition 620
Transaction costs (20)
Day 1 gain through P&L 600
Integration & restructuring provision (330) (330)
Comprising:
» Restructuring costs
= Technology integration expenditure
= Other transition costs
1 Subiject to finalisation of completion accounts.

26

Financial Impact of Acquisitiont

Fair value of acquired net
assets to be finalised

Gain on acquisition and
Integration provision to be
excluded from Cash NPAT

Year 1 (2009) CBA P&L/EPS
positive

Integration provision 150% of
maintainable cost savings

Determined to be differam
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Small is bountiful in the west

Jon Sutton was watching his son play rugby in Queensland on an

October long weekend in 2008 when he received a call from his

bank employer to get to Sydney as soon as possible.

EWSPAPEF,

INFLUE
BY [N/

The head of Commonwealth Bank of Australia ’s agribusiness

JUBWISSILIBAD!

by Jonathan Barrett

lending was to help run the ruler over Bankwest as CBA moved in

on the West Australian asset controlled by the British Lloyd’s-
owned HBOS.

Two years after the due diligence process and subsequent acquisition, Sutton, who
was appointed managing director, says the renewal of Bankwest is on track, even
though a surge in bad debts showed up in its books.

“We went in with our eves open because we knew that it was at the height of the Footnhoteb

financial crisis and it was reasonably well known that Bankwest was acquiring

customers on the commercial loan book portfolio that you would normally not see at

other financial institutions," Sutton says.

“That was all to do with the previous owner. Leading up to the acquisition there was
significant growth in the east coast property book and all of those loans have taken a

while to work through.”

CBA chief executive Ralph Norris revealed at the bank’s annual results meeting in
August that a significant portfolio of east coast loans written by Bankwest had slipped

to impaired status.

It was the second major impairment shock in as many years. Despite assurances by
Sutton and others last year that the debts had been catered for, the true fallout from

Bankwest’s aggressive east coast expansion finally became known.

One analyst said it was hard to criticise CBA since it bought the WA bank cheaply in a

rushed due diligence process.

“They got it sub-book [value] and they Anchorage Capital buys Shoes & Sox

for $20 million

had to make a quick decision," the

analyst says. Selldown talk at Energy
Developments

http://www.afr.com/business/small-is-bountiful-in-the-west-20101015-iunni Page 1 of 5
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“But there is another view that maybe
they should have done their due diligence
a little more thoroughly."

Bankwest was purchased for a discount
price equivalent to 0.8 times the book
value of its assets, although that equation
has changed since the real extent of the

bad debts has become known.

Nonetheless, Norris said in August that
he would do the Bankwest deal “a
hundred times over" —a view shared by
Sutton.

“These sorts of transaction don’t happen

very often," Sutton says.

In fact, Australian Competition and
Consumer Commission chairman
Graeme Samuel conceded that the
competition regulator approved
transactions during the crisis that it
would not have endorsed in more normal

financial market conditions.

Key people responsible for Bankwest’s
debts, such as its former chief risk officer
and its former head of business lending,

have moved on.
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23/7/15 MOC

Change in substantial holding for

22/7/15 PRG

Change in substantial holding for

20/7/15 PHG

Change in substantial holding for

20/7/15 AFG

CBA's response to APRA's
20/7/15  release on Mortgage Risk
Weights

VIEW ALL ANNOUNCEMENTS

Footnote43
CBA has increased its provisions against bad debts by $304 million to reflect the 1100

Christian Nicks in Reunion for M&A
boutique

Deutsche lowers Orica target price
on buyback

UBS ups Macquarie target price to
$79

problem Bankwest business loans, pushing the bank’s gross impaired assets tally up

24 per cent to $5.2 billion.

CBA can’t pursue HBOS for compensation because the loans were classed as

“performing” when the deal was finalised in December 2008. Norris has consistently

denied that due diligence had been insufficient.

The aggressive east coast business lending push by HBOS has not been all bad news

for its new owner. Bankwest’s retail expansion has not been hit by the same problems.

Speaking from his office overlooking the Swan River, Sutton says mergers usually

have come unstuck when the “acquiring bank pulled down the signs of the acquired

bank".

“This brand is not going to go away. This brand is going to be here for another 100

years," Sutton says.

“West Australians are fiercely proud of their institutions."

http://www.afr.com/business/small-is-bountiful-in-the-west-20101015-iunni
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Indeed, one of the first things Sutton noticed when he relocated to Perth was jibes

about Bankwest being “the bank that used to live here".

“It’s a fair summation that under the previous owners they had lost their way a little
bit in terms of the bank’s heritage and what the bank means to West Australians,"
says Sutton, who has been working in financial services for 16 years, including a

decade in the dealing room in the global markets team.

He says Bankwest is intent on tapping into that parochialism, including almost

blanket advertising at key sites such as Perth Airport.

Nonetheless, Nielsen research shows Bankwest is the only one of the 10 most heavily

advertised finance brands to cut advertising budgets in the June half.

A case of cost-saving in the merged entity? “We compete fiercely for customers here,"

Sutton says. “CBA does its thing and we do our thing."

Sutton describes the search for synergies as a “never-ending process", although it’s
unlikely that a CBA customer will be able to deposit a cheque into their account
through Bankwest any time soon, because it will require the merging of their core

banking platforms.
“That’s one of the things that we won’t be doing at this stage," Sutton says.

That’s not to say Bankwest won'’t call on the considerable resources of its parent from

time to time.

Bankwest aims to tap into the growth of its mineral-rich home state by hiring another
50-odd bankers focused on the small to medium-sized company (SME) sector in the

next 12 to 18 months.

“T think over the next five, 10, 15 years, this state will be the engine of growth for
Australia," Sutton says.

With the exception of a stalling property market, all economic indicators are going in
the right direction in WA. Its forecast of 4.5 per cent growth this financial year is the
highest of any state.

The resource-rich state enjoys the lowest unemployment rate in the country and
boasts $86 billion of energy and mining projects in development, according to the

Australian Bureau of Agricultural and Resource Economics.

“When CBA looked at acquiring Bankwest, it was about having exposure to a high
beta economy in a market where perhaps it was a little underweight from the SME

side of the business," Sutton says.

“This is a fast-growing economy and will be for the next 15 to 20 years, given what’s

happening in China and India and those emerging economies."

It doesn’t hurt that with an average annual wage of $70,000 a year, WA also has more

than its share of well-off banking customers, even if the state’s relatively small

http://www.afr.com/business/small-is-bountiful-in-the-west-20101015-iunni Page 3 of 5
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The bank that was set up in 1895 to lend to the WA farming industry — and which is

now headed by the former head of agribusiness lending at CBA —is intent on servicing

mid-sized businesses, such as accounting, legal and engineering firms, that are

tapping into the Asian markets.

“We don’t play in the institutional banking space, but we certainly play in the small

business and SME sector,” Sutton says.

“This is undeniably a period where this state and this state’s people will see significant

transformational change because of what’s happening in China. In China there will be

10 cities with 25 million or more people in the next few years. There will be none in

Europe."
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CBA rebuts claims it 'forced' defaults
THE AUSTRALIAN RICHARD GLUYAS THE AUSTRALIAN NOVEMBER 30,
2013 12:00AM

COMMONWEALTH Bank has exposed the entrails of its controversial, $2.1
billion Bankwest deal, seeking to rebut allegations ahead of a planned class
action next year that it benefited by engineering Bankwest loan defaults.

Responding to extracts of the 2008 Bankwest share-sale deed, obtained by
The Weekend Australian, CBA group general counsel David Cohen detailed
the impact of key items in the agreement, including vendor warranties and a
price adjustment mechanism to lower or raise the purchase price depending
on impairments identified during intensive, post-acquisition due diligence.

Mr Cohen revealed that, contrary to CBA reaping a windfall gain by
foreclosing on Bankwest commercial customers and then invoking the
adjustment provisions, the financial impact of changes made after the deal's
December 19, 2008 completion was insignificant.

The price adjustment mechanism resulted in a $26 million increase in the
Bankwest purchase price, while the warranty claims resulted in a payment to
CBA of "less than $6m".

"If a class action does emerge, CBA will confidently defend its position,” Mr
Cohen told The Weekend Australian.

At the height of the financial crisis, after three days of rushed due diligence,
CBA snared Bankwest from its distressed parent, British-based HBQOS, at the
knockdown price of 0.8 times 2007 book value -- far less than Westpac's
purchase of St George Bank at 2.7 times book value.

Footnote 6

While the deal enabled CBA to consolidate its position as the nation's leading
home lender, the bank has become dogged by allegations that it unfairly
foreclosed on some of Bankwest's commercial customers.

Among the claims, consistently rejected by CBA, is that it "manufactured”
defaults -- for example, by pressuring valuers to undervalue properties -- so it
could lower the Bankwest purchase price under the "claw back" arrangements
with HBOS.

The claims were aired in a federal Senate inquiry last year, and the founder of
the Unhappy Banking lobby group Geoff Shannon has said they will form the
core of a class action next year potentially worth "billions of dollars".

Individual borrowers like Rory O'Brien, developer of the $282m Whisper Bay
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Group Executive Profiles

Ian Narev
Managing Director and Chief Executive Officer

A

Mr Narev commenced as Managing Director and Chief Executive Officer on 1 December 2011

Ian joined the Group in May 2007. From then until January 2009, he was Group Head of Strategy,
with responsibility for corporate strategy development, mergers and acquisitions and major cross-
business strategic initiatives. He led the Group’s $2.1 billion acquisition of Bankwest in 2008, as well
as the Group’s investment in Aussie Home Loans. Footnote 6

From January 2009 until September 2011, Ian was Group Executive, Business and Private Banking,
one of the Group’s six operating divisions, with responsibility for small and medium enterprise
business banking, agri banking, private banking and the CommSec retail brokerage and margin
lending businesses. The division’s annual profit after tax is approximately $1 billion. It has
approximately 200,000 business customers, 1 million trading customers, and 15,000 private
banking customers, and employs more than 4,000 people.

Prior to joining CBA, Ian was a partner of McKinsey & Company, the global consulting firm. He
worked in McKinsey’s New York, Sydney and Auckland offices from 1998-2007. He became a global
partner in 2003, and from 2005 until his departure in 2007 was head of McKinsey’s New Zealand
office. Prior to joining McKinsey, Ian was a lawyer specialising in mergers and acquisitions.

Ian holds Masters of Law degrees from Cambridge University (International Corporate Law), where
he was the top student in his year, and New York University (International Relations), where he was
a Hauser Scholar. He also holds undergraduate degrees in English and Law from the University of
Auckland, where he was Editor-in-Chief of the Law Review.

In the not-for-profit sector, Ian is Chairman of Springboard Trust, which works with principals of
low-decile primary schools in South Auckland to help improve school effectiveness, a Trustee of the
Louise Perkins Foundation, which helps women with advanced breast cancer, and our Ambassador
for the Australian Indigenous Education Foundation.

Ian is 44 and lives in Sydney with his wife and daughters.
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Notes to the Financial Statements continued

Note 14 Acquisition of Controlled Entities

On 19 December 2008, the Group acquired 100% of the share capital of Bank of Westemn Australia Ltd (consisting of retail and business
banking), St Andrew's Australia Pty Ltd (consisting of insurance and wealth management services businesses) and HBOSA Group
(Services) Pty Ltd (an intemal administrative support entity) for cash consideration of $2.1 billion.

Details of net assets acquired and the provisional discount arising on acquisition are as follows:

Purchase consideration SM
Cash paid 2100 Footnote 8
Prowision for remainint consideration 328

Direct costs relating to the acquisition 31

Total purchase consideration 2,459 2,100+
Provisional fair value of net identifiable assets acquired (see below) 3,7 328
Less: Preference share placement (530)

Provisional discount on acquisition before tax 782 428

The provisional discount on acquisition, has arisen after the Group’s reassessment of the acquired entities’ identifiable assets, liabilities
and contingent liabiliies and the cost of the acquisition, and has been recognised in the Group's statutory net profit in the current period.
The provisional discount on acquisition will be adjusted in the next reporting period on finalisation of fair value procedures.

The assets and liabilities arising from the acquisition, reported in aggregate for the acquired entities, are as follows:

Pre-acquisition carrying Recognised values on
amount acquisition
M M
Cash and liquid assets 330 330
Receivables due from other financial institutions 3rs k]
Assets at fair value through Income Statement:
Trading 5,661 5,661
Insurance 279 279
Other 115 115
Dervative assets 1,043 1,043
Available-for-sale investments 3 3
Loans, advances and other receivables 58,337 57 887
Property, plant and equipment 177 1T
Intangible assets 90 90
Deferred tax assets 161 236
Other assets 304 304
Total assets 66,676 66,503
Footnotel5 Deposits and other public borrowings 50,370 50,370
Payables due to other financial insfitutions 4 587 4,587
~TTabilities at 1ar value through Income Statement 242 242
Dervative liabilities 515 515
Current tax liabiliies 5 5
Deferred tax liabilities 64 3
Other provisions 85 85
Insurance policy liabilities 204 204
Debt issues 5221 Lk |
Bills payable and other liabilities 289 289
Loan capital 1,211 1,211
Total liabilities 62,793 62,732
Net assets 4,085 3,771
Outflow of cash to to acquire business, net of cash acquired:
Cash consideration na 2,100
Direct costs relafing to acquisition na A
Cash and cash equivalents in subsidiaries acquired n/a (330)
n'a 1,801

Cash outflow on acquisition

Profit Announcement 47
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Acquisition of Bankwest and St Andrew’s

Acquisition Overview

The Group acquired 100% of the share capital of the Bank of
Western Australia Limited (“Bankwest”) and St Andrew’s
Australia Pty Ltd (“St Andrew’s”) on 19 December 2008.

Bankwest operates in the domestic market providing a
comprehensive range of products, focusing on the small
business banking and retail segments.

Since acquisition, Bankwest has continued to expand its
customer base. As at 30 June 2009 Bankwest provided services
to more than 960,000 retail customers and 26,000 business
clients, through an extensive network of 135 retail branches, 78
Business Banking centres, direct and third party distribution
channels, agencies and electronic, telephone and internet
banking facilities.

St Andrew’s provides life insurance and wealth management
products to the Australian marketplace. Its range of products is
similar to those provided by the Group’s existing Wealth
Management business.

The acquisition of Bankwest provides the Group with a
significant opportunity to further develop its business in the
Western Australian market. It complements the Group’s existing
operations and delivers additional growth opportunities in key
market segments, as well as enhanced product and service
delivery opportunities to customers.

The Group’s Executive Committee and Bankwest Board are
committed to delivering sustainable growth of the business in
line with the Group’s existing strategic priorities. Bankwest will
continue to operate under the retained brand name, with a
separate Board of Directors.

Acquisition Accounting

Following the finalisation of the fair value of assets and liabilities
acquired, the gain on acquisition was $983 million before tax
and has been treated as a non-cash item. The gain is
significantly higher than the $660 million indicated at the time the

acquisition was announced, due to the increase in the final fair
value of net assets acquired, including $719 million of intangible

Integration Progress

The integration of Bankwest and St Andrew’s into the Group is
progressing smoothly. The initial phase is focused on aligning
the operations of Bankwest and the Group across the country,
and consolidating systems and processes for efficiency.

The operations of St Andrew’s are run as part of the Group’s
Wealth Management business. The integration of St Andrew’s
will enable existing customers to benefit from a wide range of
investment platforms and product offerings.

During the half year to 30 June 2009, several key integration
milestones have been achieved, including:

e Reciprocal ATM access, with customers of both the
Commonwealth Bank and Bankwest having access to more
than 4,000 ATMs, the largest network of any bank nationally,
without paying any additional fees;

¢ Established an integration/synergy program including a cross
business steering group;

e Commenced restructuring activities;

¢ Initiated a review of major contracts and licences to identify
savings through additional buying power, notably for large IT
licensing arrangements;

¢ Established initial technology links; and

¢ Delivered a directional target operating model for Bankwest.

Integration Expenses and Synergies

Total integration expenditure for the initial phase is anticipated to

be $313 million. The expenditure will be incurred over three

years and due to its size and non-recurring nature it will be
treated as a non-cash item.

The amount of integration expenditure for the six months to 30
June 2009 was $112 million.

Integration Expenditure

assets. This is i Increase of $1,059 million to_the
collective and individual provisions arising from the acquisition.

As part of the acquisition, fair value adjustments relating to fixed
interest assets and liabilities and intangible assets subject to
amortisation were recognised. Due to the significant size and
non-recurring nature of these adjustments, the amortisation of
the adjustments will be treated as non-cash and recognised over
the assets and liabilities remaining useful lives.

Further details on the acquisition are disclosed in Note 49
Acquisition of Controlled Entities, page 223.

Purchase Consideration as at

30 June 2009 $M
Original purchase price 2,100
Additional purchase price adjustment 26
Costs relating to acquisition 37
Purchase consideration 2,163
Fair value of net identifiable assets acquired 3,676
Less: preference share placement (530)
Gain on acquisition 983
Income tax expense (371)
Gain on acquisition after tax 612

18 Commonwealth Bank of Australia Annual Report 2009

for the year ended 30 June 2009 $M
Restructuring 16
Property 7
Operations 24
IT expenditure 60
Other Eootnotel6 5
Total 112

Anticipated cost synergies have increased from an annualised
run rate (by 2012) of $220 million to $250 million. This includes
benefits associated with restructuring, cessation of the East
Coast store rollout and other IT and property synergies. A low
risk approach to the integration is being adopted that focuses on
minimising distraction while maximising customer and business
outcomes.
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Financial Performance and Business Review

The Group acquired 100% of the share capital of Bank of
Westem Australia Ltd (“Bankwest’) on 19 December 2008,
providing the opportunity to expand the Group’s business in the
Westem Australian and East Coast markets.

Bankwest operates in the domestic market and is focused on
providing a comprehensive range of products to the business
banking and retail segments.

Since acquisition, Bankwest has continued to expand its
customer base and as at 30 June 2009 provided services to
more than 960,000 retail customers and 26,000 business clients
through its extensive network of 135 retail branches, 78 Business
Banking Centres, direct and third party distribution channels,
agencies and electronic, telephone and intemet banking facilities.

Bankwest is a market leader in Westem Australia, having a
banking relationship with more than a quarter of Westemn
Australians. Outside Western Awustralia, Bankwest has
established itself on the East Coast as a challenger brand in
Australia.

Achievements during the period include:

* Gold award winner for six products in Money Magazine's
2009 Best of the Best Awards and the winner of their 2009
Money Minder of the year award; and

* Four retail deposit and three credit card products received a
five star rating from CANSTAR CANNEX.

Retail
Retail operating income during the half year benefited from solid

home loan volume growth. Home lending balances of $35 billion
have increased by 4% over the half, dnven by the East Coast

Bankwest

expansion, first home buyers grant stimulus and successful
customer acquisition campaigns.

Lending margins have improved following repricing initiatives
implemented to partly offset increased funding costs and credit
nisk as arrears deteriorate.

Deposit margins have improved over the half, benefiting from
effective margin management and the run off of low margin
term deposits. Deposit balances have been favourably
impacted by the launch of innovative new products such as
Smart eSaver.

Business

Business operating income during the half was strong, supported
by solid asset growth and favourable margins from improved
lending pricing strategies.

Business advances and business deposits increased 6% and 5%
respectively during the half to 30 June 2009.

Operating Expenses

Operating expenses for the half to 30 June 2009 were $483
million. The implementation of cost management initiatives and
integration strategies has resulted in an improvement in
productivity over the half. The expense to income ratio as at 30
June 2009 was 63.6%.

Impairment Expense

Impairment expense for the half year to 30 June 2009 was $113
million. To strengthen asset quality, credit risk management
disciplines and improved lending practices have been
implemented.

Half Year Ended

30/06/09
M
Net interest income b )|
Other banking income 168
Total banking income 759
Operating expenses 483
Impairment expense 113
Net profit before tax 163
Corporate tax expense 50
Cash net profit after tax 13
As at
30/06/09 31/12/08 Jun 09 vs
Major Balance Sheet Iltems SM SM Dec 08 %
Home lending (including securitisation) 35,048 33,685 4
Other lending assets 26,366 25,009 5
Assets at fair value through income statement ") 48 5776 large
Other assets (") 6,865 1,726 large
Total assets 68,327 66,196 3
Transaction deposits 4,321 4136 4
Savings deposits 10,948 9,649 13
Investment deposits 20,558 20,256 1
Certificates of deposits and other %! 21,572 16,342 32
Debt issues 4,903 5221 (6)
Due to other financial insfitutions Footnote 16 27 4,587 large
Other liabilities 2,059 2,324 (11)
Total liabilities 64,388 62,515 3

(1) Assets at fair value through income statement previously held to meet liquid asset ratio requirements have been sold during the half and placed on deposit with Group

Treasury. The deposit is included in other assets.

(2) Includes amounts due to group companies of $19.1 billion at June 2009 ($13.6 billion at December 2008).
(3) Deposits held with RBA in relation to Senes 2008 securifisation funding repaid in January 20091
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Notes to the Financial Statements

Note 49 Acquisition of Controlled Entities

On 19 December 2008, the Group acquired 100% of the share capital of Bank of Western Australia Ltd (consisting of retail and
business banking), St Andrew's Australia Pty Ltd (consisting of insurance and wealth management services businesses) and
HBOSA Group (Services) Pty Ltd (an internal administrative support entity) for cash consideration (including transaction costs) of
$2.2 billion. These businesses collectively represent the retail and business operations in HBOSA.

Details of the purchase consideration and the gain arising on acquisition are as follows:

Purchase consideration $M
Cash paid 2,126
Direct costs relating to the acquisition 37
Total purchase consideration 2,163
Fair value of net identifiable assets acquired (see below) 3,676
Less: Preference share placement (530)
Gain on acquisition before tax 983

The gain on acquisition has arisen after the Group’s reassessment of the fair value of the acquired entities’ identifiable assets,
liabilities and contingent liabilities and the cost of the acquisition, and has been recognised in the Group’s statutory net profit in the
current period.

The assets and liabilities arising from the acquisition, reported in aggregate for the acquired entities, are as follows:

Pre-acquisition carrying Recognised values on
amount acquisition
M $M
Cash and liquid assets 422 422
Receivables due from other financial institutions 283 283
Assets at fair value through Income Statement:
Trading 5,907 5,907
Insurance 212 212
Derivative assets 1,014 1,014
Available-for-sale investments 3 3
Loans, bills discounted and other receivables 58,153 57,351
Property, plant and equipment 177 225
Intangible assets 98 806
Deferred tax assets 255 610
Other assets 289 288
Total assets 66,813 67,121
Deposits and other public borrowings 50,401 50,677
Footnhote 17  Payables due to other financial institutions 4,673 4,673
Liabilities at fair value through Income Statement 250 250
Derivative liabilities 512 512
Deferred tax liabilities 54 258
Other provisions 84 84
Insurance policy liabilities 202 202
Debt issues 5,221 5,221
Bills payable and other liabilities 357 357
Loan capital 1,211 1,211
Total liabilities 62,965 63,445
Net assets 3,848 3,676
Outflow of cash to to acquire business, net of cash acquired:
Cash consideration n/a 2,126
Direct costs relating to acquisition n/a 37
Cash and cash equivalents in subsidiaries acquired n/a (422)
Cash outflow on acquisition n/a 1,741

During the period 19 December 2008 to 30 June 2009, these operations contributed $113 million to the consolidated net profit after
tax (“cash basis”) and a net profit after tax of $42 million to the consolidated statutory net profit after tax for the year.

If the acquisition had occurred on 1 July 2008 the contribution to the Group’s revenue would have been $1,561 million for the year
and contribution to the Group’s net profit after tax would have been a net loss after tax of $184 million for the year ended 30 June
2009. This pro-forma financial information uses data for the twelve month period ended 30 June 2009 and represents the historical
operating results reported in accordance with the Group’s accounting policies.
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Group Performance Analysis continued

Operating Expenses

Operating expenses increased by 5% over the prior year to
$8,601 million. The increase was driven by:

. Higher staff costs reflecting an out of cycle 2% pay rise;

. Continued investment in technology and projects to
support strategic priorites and drive Group wide
productivity; and

e  The unfavourable impact of investment markets on the
Group’s defined benefit superannuation fund resulting in a
$103 million expense for the current year (2009: $14 million
non-cash expense).

Gross investment spend remains strong at $1,036 million. The

primary focus is again on Core Banking Modernisation, with

additional investment on the upgrade of Risk Management
systems.

In the half year ended 30 June 2010, operating expenses
increased 2% compared to the prior half to $4,333 million which
included higher information technology expenses and an out of
cycle 2% pay rise.

Expense to Income Ratios

The Group’s expense to income ratio improved by 70 basis
points over the prior year to 45.7%. The improvement reflects
the Group’s strong income growth, combined with a continued
focus on technological and operational efficiencies.

46.4% 45.7%

Jun 09
(Pro forma)

Jun 10

Group expense to income ratio
Banking expense to income ratio

Impairment Expense

Impairment expense for the year was $2,075 million, down
significantly compared to the prior year. The reduction was
driven by the non-recurrence of a small nhumber of single name
corporate exposures that impacted the prior year. Loan
impairment expense in the corporate portfolio has also
decreased following improved economic conditions and credit
ratings.

Retail loan impairment expense however, has increased as a
result of solid consumer finance volume growth and the Group
continuing to support customers through difficult times.
Tightening of credit policies and investment in the credit
decisioning and collections capabilities have seen some
improvement in arrears rates over the prior half.

Bankwest loan impairment expense has also increased as a
result of deterioration of the pre-acquisition business lending
portfolio.

10 Commonwealth Bank of Australia

Since the initial review of the Bankwest portfolio, further detailed
work has been undertaken into the Bankwest business banking
portfolio. This comprehensive review identified pre-acquisition
loans reflecting poor asset quality, high loan to value ratios and
insufficient covenant coverage. This resulted in significant risk
grade reassessments and security revaluations with provisioning

Footnote 42

increasing $304 million. These loans are confined to the pre-

acquisition business banking portfolio.

Given the one off nature of the impairment and the fact it relates
to an understatement of provisioning in the pre-acquisition
portfolio, this additional amount of loan impairment expense has
been recorded as a non-cash item. This is consistent with the
treatment of the gain on acquisition of Bankwest.

Gross impaired assets increased to $5,216 million at 30 June
2010, a 24% increase over the prior year, including the impact of
the Bankwest business banking review.

Impairment Expense (“cash basis”) as a % of Average
Gross Loans and Acceptances

0.73
0.10
0.10 0.55
0.08 0.07
0.41
0.15
0.18
0.36 0.35
0.26
0.17
-0.07
Jun 09 Jun10 Dec09 Jun 10
FY FY HY HY
(Proforma)
Base m Single Names = ABC Notes
Bankwest Overlay

Provisions for Impairment

The Group maintains a prudent and conservative approach to
provisioning, with total provisions for impairment losses including
Bankwest at 30 June 2010 of $5,453 million. This represents a
$179 million increase since December 2009 and $499 million
increase since June 2009. The current level reflects:

. Increased individual and collective provisioning to cover
specific pre-acquisition exposures in the Bankwest loan
book;

. Reduced credit exposure in the corporate portfolio;

. Growth and higher arrears rates over the year in the retail
portfolios; and

e A management overlay of $1,192 million to cover the
impact of economic conditions and other risks.

Taxation Expense
The corporate tax expense for the year was $2,266 million,
representing an effective tax rate of 27%.

The effective tax rate is below the Australian company tax rate of
30% primarily as a result of:

e The benefit received from investment allowance tax credits
associated with the structured asset finance leasing
business; and

e  The profit earned by the offshore banking unit and offshore
jurisdictions that have lower corporate tax rates.
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Bankwest

Financial P and Busi Review

Bankwest cash net profit after tax for the year ended 30 June
2010 was $60 million, up from the pro forma profit of $3 million in
the prior year. The result reflected a strong operating
performance, partly offset by higher loan impairment expense.
Key highlights of the operating performance were:

= Banking income increased by 25% to $1,720 million,
supported by strong retail lending volume growth and higher
margins;

. Operating expenses d d by 3% to $880 milion,
driven by efficiency gains and a continued focus on
discretionary expenditure; and

=  The expense to income ratio decreased from 66% to 51%.

The cash net profit after tax ‘was unfavourably impacted by loan

impairment expense of $754 million,_u
ated exposures, pnmarily in Queensland and New South

Wales.

Deposit balances increased 9% over the prior year in a highly
competitive market, with more pronounced growth in the second
half driven by attractive product offerings and a strong focus on
sales

Lending balances increased 10% over the prior year, dniven by
growth in home loans, with lending growth moderating in the
second half.

Bankwest retains an absolute focus on customer satisfaction,
with a commitment to value, innovation and service. A number of
initiatives have been implemented during the year to meet this
vision. These include:

s The introduction of e-statements for Retail Customers, with
over 140,000 customers converting from paper to
e-statements in the four months since the initiative was
launched in February 2010;

e Continuing to introduce late night and weekend trading
across the branch network, particularly to stores located in
metropolitan, high density areas;

= Are-invigoration of the brand in Western Australia to embed
the market leading position on the West Coast; and

=  Continued investment in the customer network, which now
includes 138 branches, 742 ATMs and phone and internet
banking platforms.

The success of the above initiatives has been reflected in:

*  Animpy i
from June 2009 to 78.9% at June 2010(",

*  Anincrease in home loan market share, up 0.45% to 3.62%
as at 30 June 2010;

*  Six products receiving gold awards in Money Magazine’s
2010 Best of the Best Awards, including Best Everyday
Branch Access account and Best Kid's Savings account;
and

s Three retail deposits receiving a five star rating from
CANSTAR CANNEX

In addition, the annual Gallup People & Culture Survey was

completed in February with results showing a significant increase

in the level of staff en across the busit

ment in

scores, up 2.7%

30 Commonwealth Bank of Australia
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Retail

Home loan balances increased 19% on the prior year to $42
billion, driven by improved customer retention rates, competitive
loan rates and an increased number of branches on the East
Coast. Margins improved in the first half due to repricing for the
current risk environment and increasing funding costs

Retail deposit balances decreased 9% on the prior year and
margins remained relatively stable reflecting the highly
competitive market.

Other banking income decreased 3% on the prior year. The
reduction in ATM and exception fees was partially offset by
higher activity fees from increased credit card usage.

Business

Business lending balances decreased 3% on the prior year to
$24 billion due to weaker market demand and a strategic shift in
focus away from the property sector. Lending margins were
broadly in line with the prior year.

Business deposits increased 19% on the prior year due to strong
demand for money market products and a focus on sales. This
compares to system growth of 2%. Business deposit margins
increased due to a focus on profitable growth.

Other banking income decreased 10% on the prior year as lower
capital markets volatility resulted in less client demand for trading
and nsk products.

Operating Expenses

Operating expenses decreased 3% over the prior year to $880
milion. Expense management remains a key focus, with
numerous expense containment and integration initiatives
currently in progress.

Impairment Expense

Impairment expense for the year was $754 million, up 65% from
the prior year. The increase in impairment expense was mainly
due fo property related exposures, primarily in Queensland and
New South Wales.

Arrears levels have improved during the year, with greater than
90 day rates declining across the entire retail portfolio, in
particular credit cards.

The Group has also included $304 million of loan impairment
expense as a non-cash item which relates specifically to the
Bankwest pre-acquisition loan portfolio.

Since the initial review of the Bankwest portfolio, further detailed
work has been und into the Bank b banking
porifolio. This comprehensive review identified many pre-
acquisition loans reflecting poor asset quality, high loan to value
ratios and insufficient covenant coverage. This resulted in
significant nsk grade reassessments and secunty revaluations
with loan impairment expense increasing $304 million. These
loans are confined to the pre-acquisition business banking book.

Given the one off nature of the impairment and the fact it relates
to an understatement of the provisioning on the pre-acquisition
portfolio, this additional amount of loan impairment expense has
been recorded as a non-cash item. This is consistent with the
treatment of the gain on acquisition of Bankwest.

(1) Source: Roy Morgan Research satisfaction with Main Financial Institution.
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Bankwest Legacy Book Review

A comprehensive, in-depth review:
~1,100 individual files (66% of book now reviewed)
Results extrapolated to remaining, lower risk segment
Independent insolvency firms engaged
Specialist management team reviews across key industry sectors
Profile of problem loans:
Legacy - 99% written pre-acquisition
Predominantly East Coast
Performing loans; average loan size $8m
Unrealistic security valuations
Risk management practices significantly strengthened:
Strengthened oversight regime (Board and Executive Risk Committees)
Guidelines and delegations tightened

Alignment with CBA policy and procedures

CommonwealthBank
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Group Company
2008 2007 2008 2007
Note $M $M §M M
Interest and similar income 4,896.4 3,728.1 4,757.1 3,535.1
Interest expense and similar charges {3,722.6) (2,871.5) (3,815.2) (2,673.2)
Net interest income 27 1,173.8 856.6 940.9 861.9
Fee and commission income 218.9 208.9 225.6 21356
Fee and commission expense {47.3) (46.7) {76.5) {59.3}
Net fee and commission income 172.6 163.2 149.1 154.2
Net trading income 2A 44.7 247 194.9 25.0
Other operating income 114.5 92.8 2381 85.7
159.2 117.5 433.0 130.7
Net operating income 2A 1,505.6 1,137.3 1,523.0 1,128.8
Administrative expenses 2B {853.5) (728.7) {857.2) (727.9}
Depreciation, amortisation and impairment
Property and equipment 12 (32.1) (21.7) @1.9) (21.7)
Intangible assets other than goodwill 11 (23.0) {18.6} (23.0) (18.6)
Operating expenses {908.6) (769.0) {g12.1) (768.2)
Operating profit 597.0 368.3 610.9 358.8
Shars-etflossasiipra ] 10 {0.5) 2.0 - -
Impairment losses on leans and advances 8 {825.3} (87.8) (825.3) (87.8)
{Loss)profit before Income tax (228.8) 282.5 {214.4) 270.8
Income tax benefit/(expense) 3 89.8 (77.5) 91.2 1.1
[Loss)/profit for the period attributable 1o equity holders of the Company (139.0) 205.0 {123.2) 190.7

The Income Statements are to be read in conjunction with the notes to the financial statements set out on pages 11 to 46.
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Group Company
2008 2007 2008 2007
Note $m M $M M

Assets
Cash and balances with central banks 2035 954 .4 203.5 954 4
Items in course of collection 126.6 135.1 126.6 135.1
Financial assets at fair value through Income statement 6 5,775.9 5,999.2 5,779.2 5,899.2
Derivative assets 25 1,042.8 333.4 643.4 333.4
Loans and advances to banks 5 240.5 426 240.5 426
Loans and advances to customers 7 57,973.9 50,830.0 57,848.4 50,908.8
Investment secuntles 3.4 3.4 3.4 3.4
Interests in group undertakings 9 - - 12.8 12.9
Interests in associated undertakings 10 - 7.3 - -
Goodwill and other intangihle assets 1 731 585 721 57.5
Property and equipment 12 175.0 147.7 175.0 144.4
Deferred tax assets 13 3161 97.5 51 95.8
Other assets 162.9 100.3 275.8 115.0
Prepayments and accrued income 365 937 76.9 99.6
Amounts due from controlled entities - - 7.634.6 -
Total assets 66,129.2 58,812.1 73,307.2 58,902 1

Liabilities

Deposits by banks 820.9 49.2 820.9 492
Customer accounts 14 60,4001 45,8987 50,539.7 46,066.4
Financial iabilities at fair value through income statement 8 4,008.5 12777 4,008.5 1,277.7
Derivative liabilities 25 515.4 7737 479.1 315.7
Deferred tax liabilities 13 49.6 38.3 496 38.3
Other liabilities 177.2 2710 744.5 579.4
Accruals and deferred income 101.8 108.9 101.7 108.7
Provisions 15 821 59.9 621 59.9
Debt securities in issue 19 5,220.6 6,138.6 - -
Subordinated kabilities 18 1,211.0 1,146.2 1,211.0 11462
Amcunts due to controlled entities 17 - - 11,747.6 6,246.0
Total liabilities 62,567.2 55,762.2 69,764.7 55,8875

Equity
Issued capital 16 2,606.8 1,906.8 2,606.8 1,808.8
— Relained earmings 955.2 1,143 4 935.7 1,107.8
—Torar squiny. 3,662.0 3,049.9 3,5425 3,0146
Total Hlabllitles and equity 66,129.2 58,8121 73,307.2 58,902.1

The Balance Sheels are to be read in conjunction with the notes to the financial statements set out on pages 11 to 48.
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Notes to the Accounts (Continued)

17. Amounts Due to Controlled Entltles

Company

2008 2007

M M

Amounts due to Seres 2002 - 1E Swan Trust 107.7 143.8
Amounts due to Series 2004 - 1P Swan Trust 861.3 1,141.4
Amounts due to Series 2006 - 1E Swan Trust 1,622.3 2,047.7
Amounts due {o Series 2007 - 1E Swan Trust 2,218.8 2,913.1

Amcunts due {0 Series 2008 - 1D Swan Trust 7.039.8 -
11,747.6 8,246.0

18. Subordinated Liabilitles

Group & Company
2008 2007
M $M

Dated L.oan Capital
AUD 200m Sub FRN BBSW+85bp 23 Dec 2014 200.6 2003
AUD 125m Sub FRN BBSW+85bp 28 Oct 2015 125.4 126.7
AUD 200m Sub FRN BBSW+85bp 27 Feb 2018 200.5 201.5
AUD 200m Sub FRN BBSW+83bp 29 Aug 2016 200.5 201.5
AUD 300m Sub FRN BBSW+76bp 28 Aug 2017 300.7 302.3

Undated Loan Capital . R
Yen 8bn Yen Swap+220bp 30 May 1886 {5y reprice} 183.3 113.¢
1,211.0 1,146.2

Dated Lean Capital is unsecured and subordinated to the claims of all externa!l crediters and constitutes Tier 2 capital as defined by the Australian
Prudential Regulation Authority for capital adequacy purpeses. The amount of the instrument eligible for inclusion in Lower Tier 2 capital is amertised
on a straight line basis at a rate of 20 per cent per annum over the last 4 years to maturity.

The Undated Loan Capital consists of Yen 8 billion Perpetuat Notes. The debt was issued en 30 May 1995 and has no final maturity date. The notes
may be redeemed at par, at the opticn of the Group, on 30 May 2018 and every five years thereafter. If the Group does not exercise the optien, the
interest rate payable on the notes will be reset on each redempticn option date to 220 basis points over the five year Yen swap rate. The notes are
unsecured and subordinated to the claims of all external creditors. The notes constitute Tier 2 capital as defined by the Australian Prudential
Regulation Authority for capital adequacy purposes.

19. Debt Securities in Issue

Group Company

2008 2007 2008 2007

™ M M $M

Bonds and medium term notes 5,220.5 §,138.6 - -

Home loans secured by a registered first ranking mosigage have been pledged as cotlateral In the form of a first ranking ficating charge against
bonds and medium term notes amounting to $4,686.54 milion (2007: $6,224.9 millicn). These home loans aré disclosed in Note 7 Leans and
Advances to Customers.

20. Share Based Payments

Income

statement

Number Contractual Vesting Market Value Method of charge

Plan Date of grant granted life  condltlons of share  settlement {$000)
Free shares in HBOS pic 2005 31/07/2005 404,363 3 years Service $21.54 Shares 1,445
Free shares in HBOS plc 2008 08/08/2006 481,813 3 years Service $24.19 Shares 5,731
Free shares in HBOS plc 2007 07/08/2007 579,075 3 years Service $22.37 Shares 10,818
Free shares in HBOS plc 2008 05/08/2008 1,946,798 3 years Service $6.11 Shares 11,835

Share based payments provided to staff consisted of shares in HBOS plc, the Group's former ultimate holding company. The shares were purchased
using ¢ash at the cutset of the plan and were held in trust. The cost was charged to the income statement over the vesting period.

To qualify, employees must:
+ have heen employed by HBOS Australia or any of its subsidiaries as a permanent or fixed term employee on the grant date; and
+ still be emplioved by HBOS Australia or any of its subsidiaries on the Free Shares vesting date.

The number of Free Shares awarded was based on 3.5% (2007; 5%) of an employees basic salary as at the grant date, subject to a minimum of
£350 equivalent and a maximum of £2,100 equivalent.

The sale of the Company has triggered the full recognition of all cutstanding share plans. The impact to this year's operating results is a charge of
$18.5 million in relafion to the fully vested shares of the Company’s employees. The charge will be fully reimbursed by HBOS Australia as part of the
sale of the Company te the Commenwealth Bank of Australia. The net impast en the operating results is nil.

a5
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Notes to the Accounts (Continued)

26. Risk management (continued)

33

{b) CredT risk (continued) Footnote47 & 53
Group Company
Internal credit rating of loans and advances neither past due nor impaired 2008 2007 2008 2007
M §M ™ M
Risk Grade 1 2,075.8 665.4 1,962.1 665.0
Risk Grade 2 3,445 16764 34444 1.875.4
Risk Grade 3 6,832.3 22575 6,930.8 2,256.1
Risk Grade -4 61778 46366 61764 46338
Risk Grade 4 6,744.2 10,489.0 8,742.7 10,5682.8
Risk Grade +4 5,044.1 6,532.1 5,043.0 6,527 .9
Risk Grade -5 44128 3,685.3 4,411.8 3,583.0
Risk Grade 5 54771 5,806.8 5176.0 5,803.1
Risk Grade +5 2,218.6 2,348.8 2,2181 2,347.3
Rigk Grade -6 2,144 1,892.56 21138 1,891.3
Risk Grade & 5,255.4 3,206.3 5,264.2 3,204.3
Risk Grade +6 1,685.8 937.7  1,685.4 937.1
Risk Grade -7 * 1,543.4 - 1,543.0 -
Risk Grade 7 785.2 - 785.0 -
Rigk Grade +7 * 610.3 4,059.3 510.2 4,056.7
Risk Grade -8 * 260.8 - 260.8 -
Risk Grade 8 283.0 356.1 292.9 3549
Total 54,676.2 48,348.8 54,5507 48,4188

* During the year modifications were made to the credit grade rating scale. The modifications resulted in improved granularity amongst the higher order

default probabilities and the addition of rating grades -7, +7 and -8

Group Company
2008 2007 2008 2007
Gross {oans and advances to customers are analysed as follows: M M M M
Not impaired:
Neither past due nor impaired” 54,676.2 48,348.8 54,550.7 45,4186
Past due up to 3 months but not impaired 2,653.0 2,200.6  2,553.0 2,200.5
Impaired:
Past due 0 to 3 months 648.7 1721 648.7 1724
Past due 3 to & months 353.1 81.8 35341 81.9
Past due & to 12 months 327.5 47.9 327.6 47.9
Past due over 12 months 89.6 88.4 886 88.4
Possassion** 220.5 56.2 220.5 56.2
Total 58,868.6 50,8695.8 58,743.1 51,065.6
** Collateral held against possession cases 154.7 48.7 154.7 48.7
* Includes loans and advances that would have been past due or impaired had their
terms not been renegotiated 66.9 182.6 66.9 182.6
External ¢credit rating of financlal ts neither past due nor Impalred
Group
Rated AAA Rated AA Rated A Rated BBB Otherrated Unrated Taotal
2008 M M M M $M $M M
Financial assets at fair value through income statement 99.3 4,842.7 5921 88.7 - 1431 6,775.9
Derivative assets - 682.3 83.2 041 - 277.2 1,042.8
Loans and advances to banks - 155.1 16.3 0.1 - 69.0 240.5
Investment sécurities - - - - - 3.4 3.4
Company
Rated AAA Rated AA Rated A Rated BBB Otherrated Unrated Total
2008 M M M M M $Mm $Mm
Financial assets at fair value through income statement 99.3 4,842.7 6921 98.7 - 146.4 5,779.2
Derivative assets - 282.9 83.2 0.1 - 277.2 643.4
Loans and advances to banks - 155.1 16.3 0.1 - 69.0 240.5
Investment securities - - - - - 3.4 3.4
Group
Rated AAA  Rated AA Rated A Rated BBB Otherrated Unrated Totaj
2007 M M M M M $M M
Financial assets at fair value through income statement 426.0 4,806.8 5694 104.8 - 922 5,999.2
Derivative assets - 295.3 28.2 - - 98 333.4
Loans and advances to banks - 42.6 - - - - 42.6
Investment securities - - - - - 3.4 34
Company
Rated AAA  Rated AA Rated A Rated BBB Otherraled Unrated Total
2007 M SM M M M M M
Financiat assets at fair value through income statement 428.0 4,806.8 569.4 104.8 - 922 5,699.2
Derivative assets - 295.3 28.2 - - 8.9 3334
Loans and advances to banks - 426 - - - - 426
Investment sacurities - - - - - 34 3.4
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Notes to the Accounts (Continued)

26. Risk management (continued)
{b) Credlt risk (continued)

Impatred loans and advances to customers

Impaired loans and advances to customers are loans and advances to customers that are contractually past due 80 days or mere or where the Group
determines that it is probable that it will be unable to coliect all principal and interest due according to the contractual terms of the loan agreements.
These loans are graded +8, 9 and 10 in the Group's internal risk grading system.

Past due but not Impalred {oans

Past due but not impaired loans and advances are loans and advances to custemers where coniractual interest or principal payments are past due but
the Group believes that impairment is not appropriate on the basis of the level of security / coliateral available and / or the stage of collection of amounts
owed to the Group.

Loans and advances wlith renegotiated terms

Loans and advances with renegotiated terms are loans and advancas that have been restructured due to a detericration in the borrower's financiai
position and where the Group has made concessions that it would not otherwise consider. Leans continue to be reported separately until they are
considered to be rehabilitated.

Allowances for impatrment

The Group establishes an allowance for impairment losses that represents its estimate of incurred losses in its loan portfolio. The main components of
this allowance are a specific loss component that relates to individually significant exposures, and a collective loan loss allowance established for
groups of homogeneous assets in respect of losses that have been incurred but have net been identified on leans subject to individual assessment for
impairment.

Write-off policy

The Group writes off a loan balance (and any related allowances for impairment iogses) when it determines that the loans are uncollectable. This
determination is reached after considering information such as the occurrence of significant changes in the barrower's financial position such that the
borrower can no longer pay the obligation, or that proceeds from collateral will not be sufficient to pay back the entire exposure. For smaller balance
standardised loans, charge off decisions generally are based on a product specific past due status.

Real estate or other assets acquired through the enforcement of security
In the event of customer default, any loan security is held as morigagee in possession and therefore the Group does not hold any reaf estate or other
assets acquired through the enforcement of security.

The Group holds collaterat against loans and advances to customers in the form of mortgage interests over property, other registered securities over
assets, guarantees and lenders mortgage insurance. Estimates of fair value are based on the value of collateral assessed at the time of barrowing and
generatly are not updated except when a loan is individually assessed as impaired. Collateral generally is not held over loans and advances to banks,
except when securities are held as part of reverse repurchases and securities horrowing activity. Collateral usuaily is not held against other financial
assets.

Repossessed collateral
buring the pericd, the Group obtained assets by taking pessession of coliateral held as security, as follows:

Group Company

2008 2007 2008 2007

Nature of assets M M M M
Residential property 27.0 39.4 27.0 39.4
Commerical property 127.6 6.0 127.6 6.0
Other a4 3.3 0.1 3.3
Total 154.7 487 154.7 487

Repossessed properties are sold as soon as practicable, with the proceeds used o reduce the outstanding indebtedness. Repossessed properties are
classified in the balance sheet within other assets.

a
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Notes to the Accounts (Continued)

26. Risk management {continued)
Concentration of risks of financial assets with credlt exposure

(i} Geographical sectors
The Group's exposure to credit risk by geographic region at balance date is primarily imited to Australia.

(I} Industry sectors

The following table breaks down the Group's exposure to credit risk at their carrying amounts by industry sector:

Credit Risk Concentratlon

Group
Financtial
Cash and assets at
balances falr value
with  ltems In  through Leans and Leans and Other assets, Contingent
central courseof  income Derivative advances advancesto Investment prepayments liabilities and
banks collection statement assets tobanks customers securities and accruals commitments
2008 M $M M $M M M $mM $M M
Agriculture, forestry and
fishing - - 43.7 - - 1,907.5 - - -
Energy - - - - - 251.3 - - -
Financial 203.8 126.6 5,600.2 1,042.8 240.5 129.0 - 48.9 8,967.8
Other services - - 83.6 - - 2,656.9 - - -
Manufacturing industry - - 18.5 - - 800.6 - - -
Construction and property - - 22.3 - - 12,734.0 3.4 - -
Hotels, restaurants and
wholesale and retait trade - - 8.6 - - 4,5381 - - -
Transport storage and
communication - - - - - 3348 - - -
[ndividuals - - . - - 34,7643 - - -
Loans and advances to
overseas residents - - - - - 7531 - - .
Provisions for impairment
lossés on loans and
advances - - - - - (894.7) - - -
Total 203.8 126.6 5775.9 1,042.8 240.8 57,973.8 34 43.9 8,967.8
Company
Financial
Cash and assets at
balances fair value
with  ftemsin  through Loans and Leans and Other assets, Contingent
central course of Income Derivative advances advances te investment prepayments liablilties and
banks collection statement assets tobanks customers securittes and accruals commilments
2008 $M S M $M $M M $M $M $M
Agriculture, forestry and
fishing - - 43.7 - - 1,807.6 - - -
Energy - - - - - 2513 - - -
Financial 203.5 126.6 5,603.5 643.4 240.5 6.1 - 89.8 8,967.8
Other services - - 83.6 - - 2,655.9 - - -
Manufacturing industey - - 16.5 - - 800.6 - - -
Construction and property - - 223 - - 12,734.0 34 - -
Hotels, restaurants and
wholesale and retail trade - - 9.6 - - 4,5381 - - -
Transpeort storage and
communication - - - - - 334.8 - -
Individuals - - - - - 34,7616 - -
Loans and advances to
overseas residents - - - - - 753.1 - - -
Provisions for impairment
losses on loans and
advances - - - - - (884.7) - - -
Total 203.5 126.6 5,779.2 643.4 240.5 §7,848.4 34 §9.8 B,967.8

Ers
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Notes to the Accounts (Continued)

26. Risk management (continued)

Concentration of risks of financiai assets with credit exposure {continued)

Credit Risk Concentration

Group Financial
assefs at
Cash and fair value
balances  itemsin through Loans and  Loans and Other assets, Contingent
with central  course of income Derivative advances advancesto Invesiment prepayments  fiabilities and
banks collection statement assets tobanks customers securiies  and accruals  commitments
2007 ™ SM gM M M M el M &M
Agriculture, forestry and
fishing - - 10.5 - - 1,778.2 - - -
Energy - - - - - 230.0 - - -
Financial 954 .4 135.1 5,915.4 3334 426 631.0 - 65.7 9,956.0
Other services - - 39.8 - - 2,354.2 - - -
Manufacturing industry - - 12.9 - - 847.2 - - -
Construction and properly - - 20.6 - - 10,653.0 3.4 - -
Hotels, restaurants and
wholesale and retali trade - - - - - 4,2984 - - -
Transport storage and
communication - - - - - 340.5 - - -
Individuats - - - - - 29,8029 - - -
Loans and advances to
overseas residents - - - " - 160.4 - - -
Provisions for impairment
losses on loans and
advances - - - - - {156.8) - - -
Total $54 4 136.1 5,999.2 333.4 42.6 50,838.0 3.4 65.7 9,956.0
Company Financial
assets at
Cash and fair value
balances ltems in through Loansand Loansand Other assets, Contingent
with ¢central  course of income Derivative advances advancesto Investment prepayments liabilities and
banks collection statement assels tobanks customers securiies  and accruals  commitments
2007 $M M M M §M SM M M M
Agriculture, forestry and
fishing - - 10.5 - - 1,778.2 - - -
Energy - - - - - 230.0 - - -
Financiat 954.4 135.1 5,915.4 333.4 426 731.5 - 726 9,956.0
Other services - - 39.8 - - 2,355.8 - - -
Manufacturing industry - - 12.9 - - 847.2 - - -
Construction and property - - 206 - - 10,5653.0 34 - -
Hotels, restaurants and
wholesale and retail trade - - - - - 4,208.4 - - -
Transport storage and
communication - - - - - 340.5 - - .
individuals - - - - - 29,7706 - - -
Loans and advances to
overseas residents - - - - - 160.4 - - -
Provisions for impairment
losses on loans and
advances - - - - - {156.8) - - -
Total $54.4 136.1 5,999.2 333.4 428 50,808.8 3.4 726 9,956.0
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Notes to the Accounts (Continued)

26. Financial risk management (continued)

(g) Fair value of financial agsets and liabilities

Group Company
Carrying Contractual Carrying Contractual
value Habllity value Ifzbility
2008 M M $M $M
* Financial liabilities at fair value through income statement 4,008.5 4,2252 4,008.5 4,228.2
* Derivative liabilities 515.4 367.7 479.1 350.0
* Debt securities in issue - - - -
Designated at fair value through profit and loss 5,220.5 9351 - -
Amortised cost - - - -
* Supordinated liabilities - - - -
Designated at fair value through profit and loss 183.3 147.7 183.3 147.7
Amortised cost 1,027.7 1,039.8 1,027.7 1,039.8
Group Company
Carrying Carrying
value  Fair value value Fair vaiue
2007 M SM $ht &M
Assets
Cash and balances with central banks 954.4 954.4 9544 954.4
ltems in course of collection 135.1 135.1 135.1 136.1
Financial assets at fair value through income statement 5,099.2 5,889.2 5,899.2 5,809.2
Dernivative assets 3334 3334 333.4 3334
Loans and advances to banks 426 426 426 426
Loans and advances to customers {net of provisions for impairment losses) 50,839.0 50,794.6  50,908.8 50,8635
Investment securities 34 34 34 34
Other assets (exciuding non financial assets) 512 51.2 51.2 51.2
Prepayments and accrued income (excluding non financial assets) 145 14.5 214 214
Tolal financial assets £8,372.8 58,328.4 58,449.5 68,404.2
Liabllities
Deposits by banks 49.2 49.2 49.2 49.2
Customer accounts 45,898.7 459371 45,0664 46,104.3
Financial liabilities at fair value through income statement * 1,277.7 12777 1277.7 1,277.7
Derivative liabilities * 7737 7737 3157 3157
Other liabilifies (excluding non financial liabilities) 169.7 169.7 411.9 411.8
Accruals and deferred income {excluding nen financial liabilities) 44.8 44.8 44.7 44.7
Debt securities in issue * 6,138.8 6,138.6 - -
Subordinated liabilities * 1,146.2 1,206.6 1,146.2 1,206 8
Amounts due to controlled entities - - 6,246.0 6,246.0
Total financial liabilities 55,408.6 55,507.4 55557.8 65,656.1
Group Company
Carrying Contractual Camying Contractual
value liability value liabitity
2007 M M M M
* Financia! liabilities at fair value through income statement 1,277.7 1,284.3 1,277.7 1,284.3
* Derivative liabilities 7737 952.1 316.7 16.8
* Debt securities in issue
Designated at fair value through profit and loss 56,1386 935.1 - -
* Subordinated liabilities
Designated at fair value through profit and loss 113.9 035 113.9 935

Amortised cost 1,032.3 1,0454 1,032.3 1,045.4

42



The impairment of customer loans
Submission 10&99— Attachment 1

Page 46 of 51 Docld: 7E2163218 ACN :050 494 454

Notes to the Accounts (Continued)

29, Related Party Transactlons

Gitimate Parent Entlty

For the pericd to 18 December 2008 the Immediale parent of the Company was HBOS Australia Pty Ltd and the ultimate parent of the Company was HBOS
ple, an entity listed on the London Stock Exchange and Incorporated in the United Kingdom. On 19 December 2008 HBOS Australia Ply Litd sold the
Company to the Commenwealth Bank of Australia Lid, an entity listed on the Australian Stock Exchange and demlciied and incorporaled In Australia.

Controlled Entities
Interests in controlled entities are set outin Note 8.

Transactlons with controlled entlties
Transaclions between the Company and its controlled entities during the year consisted of:

= the provisicn of banking services, including the granting of loans;
] the acceptance of deposits;
x the provision of associated financial services; and

the provision of premises, dala processing and accounting faciities.
Thesa transactions were made on normal commercia! terms and conditions.

As at 31 December 2008, the Company had interest fre¢ leans cutstanding from its wholly owmed subsidiaries amounting to $10.4 mikion (2007: $19.0 milion)
and interest free loans owing te its wholly owned subsidiaries amounting to $35.4 miflion {2007: $28.4 million).

2008 2007
M $M

Interest free loans outstanding
BWA Intelleclual Property Holdings Limited 100 10.0
CBS Integrated Solutions Limited 04 04
Haselgrove Wines Pty Lid™ - 88
10.4 19.0

Interest free loans owing

BWA Infellectual Property Holdings Limited 183 1.7
CBS Integrated Selutions Limited 1.7 1.7
BW Securitisation Management Pty Ltd 5.0 486
BAWA (Noi) Ply Ltd 10.4 104
354 284

* The Company sold its Interest in Haselgrove Wines Pty Ltd on § February 2008.

During the year CBS Integrated Solutions Limiled and its centrolled entity eamed Inferest of $229 398 (2007: $210,567) on funds held on depesit with the
Company.

During the year CBS Professionat Services Lid eamed interest of $217,650 (2007: $210,559) on funds held on deposlt with the Company.

Transactions with other related parties
Transactions between the Group and other related parties during the year consisted of the following:

2008 2007
$M M
latercompany receivable
St Andrews Australia Pty Ltd 0.3 -
HBOS Australia Pty Ltd * - 865
BOS International {Australia) Lid * N _
Bank of Scoland plc, Australia branch * - 263.0
Commonwealth Bank of Australia ** 946.1 -
846.4 34886
tntercompany payable
BWA Group Services Ply Lid (formedy known as HBOS Australia Group (Services) Pty Lid) X 29
Capital Finance Australia Lid * . -
Bank of Scotland pic* - 1,032.3
Bani of Scotland ple, Australia branch * - 87186
Commonwealth Bank of Australia ** 14 5815 -
14 585.0 9,753.8
Derlvative Contracts - falr value derivative asset
Bank of Scotland plc, Australia branch * - 141.9
BOS International (Australia) Lid * - -
Commonwealth 8ank of Australia ** 224.3 -
224.3 1419
Derivative Contracts - falr value derivative labllity
Bani of Scotland pic, Australia branch * - 1248
BOS Intemnatlona! (Australia) Ltd * - 53.8
Commenwealth Bank of Australia ™ 372.2 -
arz2.2 178.6

* These entities ceased to be related parties on 1Sth December 2008 foliowing the sale of the Company 1o the Commenweallh Bank of Austrafia.
* These balances originally with Bank of Scotland ple, Australia Branch were novated to the Commonwealth Bank of Australia on 18th December 2008.

Information lechnofogy services were provided, on nermal comimercial terms and conditions, by Unisys West Ply Limited (an asseciated undertaking of BWA
Intellectual Property Holdings Limiled). There were no services provided during the year (31 December 2007: $28.8 million). Shares In Unisys West Ply
Limited were soid on 24 Novemper 2008.

During the year the Group provided banking services to Bank of Scotland pic, 2 subsidiary of HBOS ple, including the provision of feans, the acceptance of
deposils and foreign exchange transactions. In addition, the Group accepted deposits, granted loans and entered into foreign exchange confracts with Bank
of Scotland plc, Australia branch, Capital Finance Australia Ltd, BOS Intemational {Australia) Ltd, HBOS Australia Pty Ltd and St Andrews Australia Ply Ltd.
Al transaclions entered into were on normal terms and conditions and the resuliant profit and loss and balance sheet impact of these iransaciions is not
material.

During the year ended 31 December 2008 the Group received Income from HBOS pi¢ in relaflon fo customisation, development, implementation and
maintenance of the Core Banking System technology. Total income recognised was $1.9 million {2007: $1.9 million).

4
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Notes to the Accounts (Continued)

30. Deed of Cross Guarantee

Pursuant to ASIC Class Order 98/1418 (as amended) dated 13 August 1998, the wholly-owned subsidiaries listed bejow are relieved from the Corporalions
Act 2001 requiremenls for the preparation, audit and fodgement of finandial reports, and directorg’ report.

itis a condition of the Class Order that the Company and each of the subsidiaries enter into a Deed of Cross Guarantee (the Deed). The effect of the Dead is
that the Company guaraniees to each creditor payment in full of any debt in the event of winding up of any of the subsidiaries under certaln provisicns of the
Corporations Act 2001 . If a winding up occurs under other provisions of the Corporations Act 2607, the Company will anly be liable in the event that after six
menths any creditor kas not been paid in full. The subsidiariés have also given simllar guarantees in the event that the Company is wound up.

The following subsidiaries became a party to the Deed on 13 December 2006, by virtue of a Deed of Assumption.

- Asklepios Lid

- BOSI Secusity Services Ld {formesly known as BWA Custodians Ltd}

- TW Custodians Limited

- BWA Intellectual Property Hotdings Limited
- CBS Intergrated Solutions Limited

- CBS Professional Services Limited

The Company lransferred its Interest in BOSI Security Services Ltd (formerly known as BWA Custodians Lid) to BOS Intemational (Ausiralia) Limited, 2
subsidiary of HBOS Australia, on 15 December 2008, Subsequently, this entity was no longer subject to the Deed.

A consolidaled inceme slatemen! and consolidated balance sheetf, comprsing the Company and coniroffied entiies which are party to the Deed, after
eliminating all transactions between parlies to the Deed of Cross Guarantee, is set out as follows:

Summarised Income statement and retained profits

2008 20067
$M M

{Less)/profit before income tax {216.8) 2155
Income tax penefit{expense) §9.3 (71.2)
{Loss)/profit for the period aitributable to equity holders of the Company {127.5} 204.3
Retained profits al beginning of year 1,1336 9664
Dividends recognised during the vear {48.9} (29.1)
Retained profits 2t end of year 957.2 1,133.6
Balance Sheet
Assets
Cash and balances with centra banks 203.5 954.4
Items In course of collection 1266 2143
Financial assels at fair valué through Incomé statement 5,778.2 5,999.2
Derivative assels 6434 3334
Loans and advances to banks 2405 426
Loans and advances to customers 57,8304 50,923.3
Investment securities 3.4 3.4
Interests in group undertakings 10.9 10.9
Interg:sts in assecialed underakings - 7.3
Goodwill and other intangible assets 724 57.5
Properly and equipment 175.0 1444
Investment properties - -
Deferred tax assets 35.0 7.5
Other assets 275.8 114.8
Prepayments and accrued incorse 76.9 99.8
Amounts due from controlled gntilies 7,534.5
Total assets 73,287.2 59,002.8
Llabliities
Deposits by banks 820.9 49.2
Customer accounts 50,513.4 45,043.4
Financial ligbilities at falr value through income statement 4,008.5 1,277.7
Derivative liabilities 4794 315.7
Deferred tax liabilities 49.6 38.3
Clher Gabdities 7443 5724
Accruals and deferred income 101.8 108.7
Provisions 622 59.9
Debt securities in issue - -
Suberdinated Fabilities 1,211.0 1,146.3
Amounts dug to controlied entities 11,732.4 6,343.8
Total liabllities 69,723.2 55,962.4
Equity
Issued capital 2,6068 1,906.8
Retained ¢amings 957.2 1,133.6
Total equity 3,564.0 3,040.4
Total liabilities and equity 73,267.2 59,002.8
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Statements of Comprehensive Income

For the twelve months ended 30 June 2010

Group Company
12 months 6months 12 months & months
ended ended ended ended
30 Jun 10 30 Jun 09 30 Jun 10 30 Jun 09
MNote M M $M $M
interest and similar income 4,340.8 1,854.5 4,079.7 1,863.5
interest expense and similar charges {2,853.8) (1,242.2) {2,703.7) (1,481.1)
Net interest income 2A 1,487.0 612.3 1,376.0 3824
Fee and commission income 228.3 120.2 223.5 120.9
Fee and commission expense (32.1) (16.0) {5.5} (16.0)
Net fee and commisslon income 198.2 104.2 218.0 104.9
Net trading (loss)income 2A 2.5 (40.6) 2.6 125.3
Other operating income/{expense) 10.3 (a7 164.9 (0.6)
12.8 (113.3) 187.4 1247
Net operating income 1,898.0 603.3 1,761.4 612.0
Administrative expenses 2B (851.3) (468.8) (847.2) (487.7)
Depreciation, amortisation and impairment
Property and equipment 12 133.9) {18.8) {33.9) (18.8)
Intangible assets other than goodwill 11 {16.2) 4H1.7) {16.2} (41.7)
Operating expenses {901.4} (529.3) (897.3) (528.2)
Impalrment losses on loans and advances 8 {1,212.1) (461.5) 1,212.1} {461.5)
Operating {loss)/profit (417.8) (387.5) {348.0) (377.7)
Share of (losses)iprofit of assoclated undertakings 10 - - - -
Loss before income tax {417.8) (387.5) {348.0) (377.9)
Income tax (expense)/benefit 3 131.4 (284.1) 129.3 (280.3)
Loss for the period (286.1) (671.6) {218.7} (657.9)
Other comprehensive income
Gain on revaluation of land and bulldings 12 11.2 411 1.2 41.1
Changes in the fair value of available for sale assets 341 - 341 -
Changes In the fair value of cash flow hedges 52.8 (2.6) 52.8 (2.6)
Income tax relating to components of other comprehensive income 3 {28.7) (11.6) (28.7) (11.6)
Other comprehensive income for the period net of tax 9.4 26.9 69.4 26.9
Total comprehensive income for the period (216.7) (644.7) (148.3) {631.0}

The Statements of Comprehensive Income are to be read in conjunction with the notes to the financial statements set out on pages 12 to 47.
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Issued  Cash Flow Asset
share hedge revaluation Retalned
Group capltal reserve reserve earnings Total
Note M §M $M $M $M
Balance at 1 January 2009 2,606.8 - - 955.2 3,562.0
Pre tax loss for the period - - - (387.1) {387.1)
Income tax relating to components of comprehensive income - - - (284.1) (284.1)
Reserves
Cashflow hedges
Gains and losses on cash flow hedging instruments:
Recognised in equity - (2.9) - - (2.9)
Transferred fo profit or loss
Interest Income
Interest expense - 0.3 - - 03
Tax on cash flow hedging Instruments - 0.8 - - 0.8
Asset revaluation reserve
Revaluation of properties - - 41,1 - 411
Tax on revaluation of properties - - (12.4) - (12.4)
Total comprehensive Income for the period - (1.8) 28.7 {671.2) (644.3)
Transactlons with owners in their capaclty as owners :
Increasa in share capital 600.0 - - - §00.0
Balance at 30 June 2009 18 3,206.8 {1.8) 287 284.0 3,517.7
Issued  CashFlow Asset
share hedge revaluation Retained
Company capital reserve reserve earnings Total
Note M M $M §M §M
Balance at 1 January 2009 2,606.8 - - 936.1 3,542.9
Loss for the pericd - - - (377.9) (377.9)
Income tax relating to components of comprehensive income - - - (280.2) (280.2)
Reserves
Cashflow hedges
Gains and fosses on cash flow hedging instruments:
Recegnised in equlty - (2.9) - - (2.9)
Transferred fo profit or loss
Interest Income
Interest expense - 0.3 - - 0.3
Tax on cash flow hedging instruments - 0.8 - - 0.8
Asset revaluation reserve
Revaluation of propertles - - 41.1 - 411
Tax on revaluation of properties - - (12.4) - {12.4)
Total comprehensive Income for the period - (1.8) 28.7 (658.1) (631.2}
Transactions with owners In thelr capacity as owners .
Increase In share capital 800.0 - - - 600.0
Balance at 30 June 2009 18 3,206.8 (1.8) 28.7 278.0 3.611.7

The Statements of Changes in Equity are to be read In conjunction with the notes to the financlal statements set out on pages 12 to 47.
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Statements of Financial Position

43

As at 30 June 2010
Group Company
30Jun 10 30 Jun 09 30Jun10 30 Jun 08

Note M M §M M
Assets
Cash and liquid assets 4,260.2 8,477.6 1,260.2 5,477.6
Financial assets at fair value through profit or loss 6 2.2 47.5 2.2 47.5
Derivative assels 24 387.7 437.9 87,7 4451
Loans and advances to customers 7 65,448.4 60,070.1 6£,448.0 50,067.8
Available for sale 5 8,225.0 3.5 5,225.0 3.5
Interests in group underiakings 9 - - 11.8 12.6
Investments in assoclates 10 - - - -
Goodwill and other intangible assets 11 28.0 33.7 28,0 327
Property and eguipment 12 207.2 214,86 207.2 214.8
Deferred tax assets 13 2856 0.6 2861 0.8
Other asssals 3753 288.2 523.3 3741
Amounts due from controlled entitles - - 5,330.9 6,147.0
Total assets 74,219.8 67,574.0 79,717.4 73,623.6
Liabifities
Deposits by banks 16,484.4 18,166.2 16,484.4 16,166.2
Customer accounts 14 41,8108 36,192.1 41,8291 37,634.0
Financial liabilitles at fair value through profit or loss [ 32.2 170.5 32.2 170.5
Derivative llabilities 24 3683 458.3 200.2 3251
Other llabilites 820.0 558.0 1,332.3 1,366.6
Provislons 15 104.5 86.4 104.5 96.4
Debt securities in issue 19 10,428.3 §,142.9 7,657.6 1,062.8
Subordinated labilities 18 117041 1,173.0 1,1701 1,173.0
Amounts due to controlled entities 17 - - 7.944.1 10,316.0
Total iiabilities 70,018.4 64,066.4 75,454.6 70,311.7
Equity
Isgued capital 18 4,106.8 3,206.8 4,106.8 3,206.6
Retained earnings 0.4 2838 621 2782
Reserves 94.0 28.9 94.0 26.9
Total equity 4,201.2 3,517.6 4,252.9 3,511.9
Total liabliitles and equity 74,219.6 67,674.0 79,717.4 73,623.6

The Statements of Financial Position are to be read in conjunction with the notes to the financial statements set out on pages 12 to 47.




The impairment of customer loans
Submission 109 - Attachment 1
Page 23 of 52 Docld: 7E3144632 ACN :050 494 454 45

Notes to the Accounts (Continued)

7. Loans and Advancas to Customers

Group Company
2010 2009 2010 2009
$M M &M $M
Loans and advances to customers 87,537.4 61,351.5 67,635.0 61,349.2
Provistons for impairment losses on loans and advances {2,089.0} {1,281.4) {2,089.0) (1,281.4)
Net toans and advancas to customers 85,448.4 60,070.1 65,446.0 60,067.8

Loans and advances to customers befora [osses includes morigages amounting to $2,983.4 million (2009; $3,965.3 million) which secure the bonds and
medium term notes disclosed within Note 19 Debt Secunitles In Issue.

Loans and advances to customers Include finance 1eases anaiysed as follows:

Group & Company
2010 2009
M $M
Gross investment In finance lease receivables:
Within one year 117 10.3
Between one and five years 9.9 21.2
Moare than five years 6.3 59
27.9 374
Less: Uneamed finance income (3.9) (6.0)
Prasent value of minimum lease payments 24.0 314
Anzlysed as:
Within one year 11.1 7.9
Between one and five years 7.8 18.1
Mora than five years 5.1 54
Finance iease recaivables 24.0 314
8. Impairment Losses on Loans and Advances
Group & Company 2010 Group & Company 2009
Indlvidual Coliective Total Individual Calisctive Total
M M M M M M
At 1 July 2009 819.8 661.6 1,281.4
New impairment provisions | ess releases 701.0 471.4 1,724
Interest and fees reserved 88.0 - 88.0
Discount unwind to Interest Income (82.8) - (82.6)
Amounts written off (370.2) - {370.2)
At 30 June 2010 956.0 1,133.0 2,089.0
At 1 January 2008 400.8 494.0 894.8
New impairment provisions lass releases 297.5 167.6 465.1
Interest and fees reserved 257 - 257
Discount unwind to Interest income (16.1) . (15.1}
Amounts written off (89.1) - {89.1}
At 30 June 2009 £19.8 661.6 1,281.4
New impairment provisions less releases 701.0 471.4 1,172.4 298.8 167.6 466.4
Direct Whiteoffs 49.0 - 49.0 - - -
Recoveries of amounts previously written off {9.3} (8.3) {4.9) {4.9)

Impairment losses charged fo the comprehensive incoms 740.7 471.4 1,212.1 2939 167.6 461.5
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Notes to the Accounts (Continued)

17. Amounts Due to Controlied Entitles

Company
2010 2008
$M M
Amounts due to Series 2002 - 1E Swan Trust - 0.3
Amounts due to Series 2004 - 1P Swan Trust - 740.6
Amounts due to Series 2006 - 1E Swan Trust 977.9 13101
Amounts due to Seres 2007 - 1E Swan Trust 1,419.56 1,915.4
Amounts due to Series 2008 - 1D Swan Trust 4,980.8 8,349.6
Amounts due to Seres 2010 - 1P Swan Trust 555.9

7,944.1 10,316.0

18. Subordinated Llabillties

Group & Company

2010 2009
$M SM

Dated Loan Capital
AUD 200m Sub FRN BBSW+232bp 23 Dec 2018 200.0 2004
AUD 425m Sub FRN BBSW+227bp 28 Oct 2018 126.0 126.2
AUD 200m Sub FRN BBSW+204bp 27 Feb 2020 200.0 201.0
AUD 200m Sub FRN BBSW+195bp 29 Aug 2020 200.0 200.8
AUD 300m Sub FRN BBSW+177bp 28 Aug 2021 300.0 301.0

Undated loan capital
Yen gbn Yen Perpetual 4.55% Fixed 30 May 2016 (First call date) 1451 143.5
1,170.1 1,173.0

Dated Loan Capital Is unsecured and subordinated to the claims of ali external creditors and constitute Tier 2 capital as defined by the Australlan
Prudential Regulation Authority for capital adequacy purposes. The amount of the Instrument eligible for inclusion in Lower Tler 2 capital Is amortised
on astralght line basls al a rate of 20 per cent per annum over the last 4 years to maturity.

The Undated Loan Capital conslsts of Yen 8 billion Perpetual Notes. The debt was issued on 30 May 1996 and has no final maturity date. The notes
may be redeemed at par, &l the option of Bankwest, on 30 May 2016 and every five years thereafler. The notes are unsecured and subordinated fo
the claims of all external creditors. The notes constitute Tler 2 capital as defined by the Australian Prudential Regutation Authority for capital
adequacy purposes.

19. Debt Securities in Issue

Group GCompany
2010 2008 2010 2009
$M $M $M §M
Bonds and medium term notes 2,8707 4,080.5 - -
Other Bonds and medium term notes 7,557.6 1,062.8 7,557.6 1,062.8
Total Debt Securlties in Issue 10,4283 51433 7,667.6 1,052.8

Home loans secured by a registered first ranking morigage have been pledged as collateral in the form of a first ranking fioating charge against
bonds and medium term notes amounting to $2,963.4 million (2009: $3,$65.6 million).

Foreign denominated debt securities relating to securitised loans are carried at fair value (with recognised gains and losses disclosed within note
2C), while those denominated In Australian dollars are recognised at amortised cost.

All fair value debt securities are classified as Level 2 per the fair value measurement hierarchy as they are based on observable market inputs.
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Notes to the Accounts (Continued)

26. RIsk management (cantlnued)
{b} Credit risk {continued)

Group Company
2010 2008 2010 2009
Distributton of loans and advances by credit qualtly $M M M M
Gross loans and advances
Nefther past due nor Impalred 83,077.6 57,402.4 63,075.3 57,4001
opered e Bosa1  raess 30630 IS0
mpaire 053, 385, A 365
Total Footnoted 7 & 53 57,5374 T %15 57,535.0 513492
Internat eredit rating* of loans and advances neither past due nor impaired 2010 2008 2016 2009
M ™ M M
Risk Grade 1 4,085.8 27928 4,085.4 2,794.0
Risk Grade 2 5,850.9 3,969.5 £,650.7 39711
Risk Grade 3 $9,9331 7,498.8 9,932.7 7,501.8
Risk Grade -4 . 8,118.7 6,193.0 8,118.4 6,195.5
Risk Grade 4 70427 62746 7,042.4 6,2514
Risk Grade +4 5,154.% 4,571.4 5,154.7 4,573.8
Risk Grade -6 5,130.0 47201 51269 47220
Risk Grade 5 4,228.0 6,214.9 4,227.9 521741
Risk Grade +5 2,238.8 2,270.9 2,238.8 2,271.8
Rlsk Grade -6 15155 1,888.6 1,616.4 1,880.4
Risk Grade 8 3,390.7 56294 3,290.8 5,631.7
Risk Grade +6 1,832.3 2,145.0 1,832.2 2,1458
Risk Grade -7 599.6 1,274.2 999.8 12747
Risk Grade 7 1,594.8 1,0787 1.594.5 1,079,
Risk Grads +7 1,078.9 740.8 1,078.8 741
Risk Grade -8 84 2287 318.4 2288
Risk Grade 8 479.1 428.9 4791 429.1
Risk Grade +8 405.8 384.1 405.7 3843
Total 83,0775 57,402.4 83,0753 57,4001
* The grading scale reflects the arder of default prabability, 1 befng the lowest and +8 balng the highest.
Group Campany
2010 2009 2010 2009
Gross loans and advances to customers are anatysed as follows: M M M M
Pasi due but not impaired
Past due 1 to 29 days 1,376.7 1,533.0 1,3766 1,633.0
Past due 30 ta 59 days 268.7 290.7 2967 200.7
Past due 60 to 89 days 2359 174.8 235.9 174.8
Past due 90 days ta 179 days 2788 2739 273.8 273.9
Past due 180 days ar more 219.8 3109 219.8 310.9
Tatat toans and advances which were past due but nat impatred 2,406.8 2,583.3 2,406.7 25833
Externat credlt rating of financiat assets netther past due nor Impatred
Graup
Rated AAA Rated AR Rated A Rated BEB Other rated Unrated Total
2010 L $M 1 SM M $M $M
Financlal assets at fafr value through profit or loss - 21 . - - 0.1 2.2
Derivalive assels - 2765 334 - - 78 3877
Loans and advances ta banks - - - - - - -
Available for sale Investments 2,189.4 3,618.8 284.4 243 - 210.3 8,225.0
Company
Rated AAA Rated AA Rated A Rated BBB Other rated Unrated Totat
2010 M $M M $M M §M M
Financial assels at fair vaius thraugh profit or loss - 21 - - - 0.1 2.2
Derivative assets - 278.5 334 . . 778 3877
Loans and advances ta banks - - - - - - -
Avaitable for sale Investments 2,189.4 3,516.6 284.4 24.3 - 210.3 6,225.0
Graup
Rated AAA Rated AA Rated A Rated BEE Other rated Unrated Total
2009 M M M M M &M M
Flnancial assets at falr value through prafit and loss - 185 - - - 29.0 47.6
Derivative assets - 2258 241 - - 188.0 437.9
Loans and advances ta banks - - - - - -
Avaitable for sale tnvestments - - - - - 3.5 3.5
Company
Rated AAA Rated AA Rated A Rated BBB Other rated Unrated Total
2009 M $M M M M M M
Financial assets at falr value through profit and loss - 1856 - - - 290 47.5
Derivative assets - 194.7 241 - - 2283 445.1
Loans and advances ta banks - . - _ _ . N
Available for sale Investments - - - - - X 3.5
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Notes to the Accounts (Continued)

25. Risk management {continued}

Concentration of risks of fi iai ts with credit exp (-]

() Geographicat sectors
Bankwest's exposure to credit risk by gecgraphic region at balance date Is primarily imited to Australia.

(it} industry sectors
The following table breaks down Bankwest's exposure to credit risk at their carrying amounts by industry sector:

Credit Risk Concentration

Group
Cash and Flnanclaf assets at Loansand Available Otiar assets,
liquid falrvalue through Derivative advancesto  for Sale prepayments  Contingent liabllitles

assets profit or ioss assels  customers Assets  and accruais and commitrents
2010 $M M &M ™ $M $M $M
Agriculture, forestry and fishing - - 9.6 2,296.6 - - 223.0
Energy - - 0.3 798 - - 95.4
Financial 1,260.2 2.2 314.0 4083 6,436.2 357.3 183.8
Other services - - 7.4 52245 788.8 - 2,016.4
Manufacturing industry - - 3.6 831.4 - - 172.6
Construction and property - . 28.1 10,460.6 - - 841.7
Hotels, restaurants and wholesale and
retali trade - . 203 4,681.7 - " 24341
Transport storage and communication - - 14 466.4 - - 358
Individuals - - 25 43,0887 - - 6,491.3
Pravisions for impairment losses on
loans and advances - - - {2,088.0} - - -
Total 1,260.2 2.2 387.7 66,4484 6,226.0 3573 10,272.7
Company

Cash and Financial assets at Loans and Available  Other assets,
liquid fair value through Derivative advancesto  for Sale prepayments  Contingent liabilities

assets profit or loss assets  gustomers Assets and accruais and commitments
2010 M $M M L1 M b1 M
Agriculture, forestry and fishing - - 9.6 2,2956 - . 223.0
Energy - - 03 78.8 - - 96.4
Finangial 1,280.2 2.2 314.0 406.4 6,4352 505.0 183.8
Other services - - 7.4 6,224.6 789.8 - 2,016.4
Manufacturing industry - - 3.5 831.4 . - 1726
Construction and property - - 291 10,460.5 - - B41.7
Hoteis, restaurants and wholesale and
retafl trade - - 203 4,681.7 - - 2934
Transport storage and communication - - 1.1 466.4 - - 358
Individuals - - 25 43,088.7 - - 6,491.3
Provisions for impairment losses on
loans and advances - - - (2,089.0} - - -
Total 1,280.2 2.2 387.7 65,446.0 8,225.0 505.0 10,272.7
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Notes to the Accounts (Continued)

25, Risk management (continued)

Concentration of risks of financial assets with credit exposure (continued)

Creadlt Risk C tratlon
Group
Cashand Financial assets at Loans and Qther assets,
liquid  fair valuethrough  Derivative  advancesto Investment prepayments and Centingent liabllities and

assets profit or loss assets customers  secunties accruals commitments
2009 M M M M M M M
Agriculture, forestry and fishing - - 16.8 2,140.4 - - 195.4
Energy - - 0.1 137.3 - - 76.6
Finandial 6,477.6 125 82.2 386.8 - 288.3 271.4
Other senvices - 35.0 76.1 41106 - - 2,669.3
Manufacturing industry - - 6.1 885.5 - - 150.9
Construction and property - - 2.9 12,290.4 35 - 1,027.4
Hotels, restaurants and wholesale and
refail trade - - 38.0 4,850.9 - - -
Transpert sterage end communication - - - 460.7 - - 25.8
Individuals - - 235.7 35,930.5 - - 5,380.6
Loans and advances to overseas
residents - - - 158.4 - - -
Provisions for impairment losses on
loans and advances - - - (1,281.4) - - -
Total 8,477.8 47.5 437.8 80,070.1 35 288.3 8.707.4
Company

Cashand Financial assets at Loans and Other assats,
liquid  fair value through  Derivative advancesto [nvestment prapayments and Contingent iabllities and

assets profit er loss assels customers  securities accruals commitments
2008 SM M $M M M SM M
Agriculture, forestry and fishing - - 16.8 2,139.5 - - 195.4
Energy - - 0.1 137.2 - - 766
Finandial 8477.6 125 622 386.7 - 373.9 271.4
Cther services - 35.0 83,3 41088 - - 2,560.3
Manufacturing industry - - 6.1 885.1 - - 150.9
Construction and property - - 28 12,285.1 35 - 1,027 4
Hotels, restaurants and wholesale and
reta trade - - 38.0 4,848.7 - - -
Transport sterage and communication - - - 460.5 - - 25.8
Individuals - - 2357 35,93¢.3 - - 5,390.6
Loans and advances te overseas
rasidents - - - 158.3 - - -
Provisions for Impairment losses on
loans and advances - - - {1,281.4) - - -
Total 6,477.6 47.5 445.1 60,067.8 3.5 373.8 8.707.4

=3
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Notes to the Accounts (Continued)

25, Risk management {continued)

Company At call 1yearto §
Upto 1 month 1 {0 3 months 310 12 months years Over 5years
2009 M $M M M $M §M
Deposits by banks 127.4 689.6 1,333.6 10,350.8 7,386.3 9.8
Custemer accounts 17,860.8 8,603.8 8,806.3 3,300.3 418.3 0.2
Financial liabilities at fair valye through profit or loss - 126.7 44.2 0.4 - -
Derivalive liabilities - 4.2 35.5 91.5 160.8 33.3
Othar [abilitles (excluding non financial liabifities) 947.4 - - - - -
Debt securities in issue - 1,067.8 - - - -
Subordinated llabllitles - 4.3 10.5 30.2 158.4 1,366.2
Amounts due o controlled entltles - 84.0 919.8 27511 5,481.0 1,589.2
Undrawn loan facililes 8,763.5 - - - - -
27,699.1 10,580.4 11,149.9 18,8141 13,604.5 2,908.7

{d) Market risks

Market risk is the risk that movements In interest rates, foreign exchange rates, equity prices or commodity prices will affect Bankwest's prefits. Market
risk arises In both Bankwest's core banking businesses.

Management of market risks

Market Risk on the Banking book is managed under the interest rate risk In the banking book (IRRBB) poficy which Is approved by the Board. Financial
Instruments which are not Hedge accounted for are vaiued daily at current market prices (mark-to-market basis). Market risk is controlled through the
{mposltion of kmits on positions taken by Bankwest. Compliance against delegated limits Is completed for all trading activifies undertaken by Bankwest
including trading activities in the derivatives market, which are direcled at executing customer orders or hedging Bankwest's ewn balance sheet.

Interest rate risk

Market risk in the Banking book centres on Interest rate risk which arises from changes in the shape and directicn of Interest rates {yield curve risk) as
weli as mismatches in the re-pricing term of assels and liabilities.

Bankwest dees not retain any material interest rate risk. To achieve this cutcome Bankwest has enfered into a series of interest rate derivatives with
CBA to offset the positions taken with customers.

Management of interest rate risk
Interest rate risk in the Banking book Is monitored by the Finance Division under guldelines and limits defined by ALCO and the Board. This is
modelled under a range cf interest rate and balance sheet scenarios using speciallsed modelling scftware.
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Notes to the Accounts (Continued)

25. Risk management (continued)
(f} Gapital managament

APRA sets and monltors Bankwest's capital requirements. Bankwest has in place a capital management policy approved annually by the Board which has
delegated authority for determining issues of matenality and limits applicable {o the management of capital to the Risk Committee which Is assisted by the
Asset and Llability Committee, This governance ensures that Bankwest complles with APRA's prudential requirements. Bankwest has complied with all
externally Imposed capltal requirements for the period to 30 June 2010.

For Basel |] Standardised capital requirements, APRA requires Bankwest to mainfain prescribed ratios of capita! to risk weighted assets, Banking
operations are categorised as either banking Book or trading book and the risk weighted assets are determined according to specified requirements that
seek to reflect the varying levels of risk attached to assets and off balance sheet exposures.

For regulatory purposes "Company” compnrises the APRA Level 1 entities and "Group” comprises APRA Leve! 2 enfities.
Bankwest's regulatory capital |s analysed Into two tiers:

« Tter 1 Capital, Including ordinary shara capital, retained eamings, gualtfying residual tier 1 securites with deductions for goodwill, Intangible assets and
other regulafory adjustments refating to tems that are included In equity but are {reated differently for capital adequacy reporting purpcses.

« Tier 2 Capital, including qualifying subordinated liabilifies and collective impalrment provisions,

Regulatory capital position

Group Company
2010 2009 2010 2008
M M M M
Total Risk Weighted Assets 46,308.6 44,115.9 46,806.6 44,1159
Tier 1
Crdinary share capital 41071 3,206.8 4,107.1 3,206.8
Eligible reserves 218 1428 4.4 121.8
L.ess deductions:
Goedwill, Intangibles and other adjustments {189.8) (122.6) {189.8) (121.8)
50% deductions from tier 1 captal - (4.9} (4.9
Total Tler 1 capltal 3,938.8 3,227.0 3,821.8 3,202.2
Tier2
Qualifying subordinated liabiities 1,1436 1,140.9 1,143.8 . 1,140.9
Collectively assessed Impalrment provislons 6726 * 551.4 672.6 551.4
Asset revaluation reserve 2286 18.5 22,8 185
Less deductions:
50% deductions from tier 2 capital - - {4.9} {4.9)
Total Tier 2 capital 1,738.7 1,710.8 1,733.8 1,706.9
Total regulatory capital 6,677.5 4,937.8 6,666.6 4,808.1
Ttar 1 capltal ratio {%) 8.6% 7.3% 8.6% 7.3%
Total cap'ital ratlo {%) 12.4% 11,2% 12.3% 11.1%

* Includes general reserve for credit losses

{g) Falr vatue of financial assets and Habllitles

Financial assets and financial liabilities are measured on an ongoing basis either at fair value or amortised cost. AASB7 requires the disclosure of the falr
value of those financial instruments not already carried at fair value in the balance sheet.

The following tables summarises the carrying and fair values of financlal assets and liabilities presented on the Group and the Bank's balance shests, The
disclosure does not cover assets or liabilities that are not consldered to be financial instruments from an accounting perspective.

Group Gompany
Carrying Carrylng
value  Falr value value  Falr value
2010 ™ M B33 SM
Assete
Cash and fiquld assets 1,280.2 1,260.2 1,260.2 1,260.2
Financial assets at fair value through profit or loss 22 22 2.2 2.2
Derivative assets 387.7 3877 387.7 3877
Loans and advances to customers (net of provisions for Impalment losses) 66,448.4 66,4213  66,446.0 66,418.8
Investment securities 6,226.0 8,226.0 6,226.0 6,226.0
Due from controlled entities 0.0 0.0 6,438.9 6,339.9
Cther assets 367.3 367.3 606.0 608.0
Total financial asests 73,680.8 73,663.7  79,166.0 79,1389
Llabllities
Deposits by banks 16,484.4 16484.4 16,4844 16,4844
Customer accounts 41,610.6 41,7466 41,8281 41,7661
Financial liabilities at fair value through prefit or loss 322 32.2 32.2 32.2
Derivative llabilities 368.3 368.3 200.2 260.2
Gther liabilities 578.8 876.8 1,281 1,2164
Debt secunfies in issue 10,428.3 10,428.3 7,667.6 7,667.6
Subordinated llabities 1,170.1 1,470.1 1,704 1,170.4
Amounts due to controlled entities . 78441 7,9441

Total financial {labllities 69,770.6 69,906.6 76,2338 76,369.8

4
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Notes to the Accounts (Continued)

26. Fi Tal risk ma t (continued)

{g) Fair value of financial assets and ifabllities

51

Group Company
Carrying Carrying

value Fair valye value Fair value
2009 M $M $M M
Assets
Cash and liquid assets 6,477.6 8,477.6 6,477.6 65,4776
Financial assets at fair value through profit or Joss 47.5 47.5 47.5 47.5
Derivative assets 437.9 437.9 445.1 4451
Loans and advances to custemers {net of provisions for impairment losses) 60,070.1 80,001.4  60,067.3 58,989.1
Investment securities 3.5 3.5 3.5 3.5
Due from controlled entities - - €,147.0 6,147.0
Cther assets 288.3 2883 373.9 373.9
Total financial assets 67,324.9 67,256.2 73,562.4 73,425.0
Llabiities
Deposits by banks 18,165.2 18,165.2  18,165.2 18,2207
Customer accounts 38,192.1 38,060.3  37,634.C 37,7781
Financial llabilittes at falr value through profit or loss 170.5 1705 170.5 170.5
Derivative liabilities 458.3 4583 328.1 329.0
Gther liabilitles 653.0 653.0 1,368.6 1,363.5
Debt securities In Issue 5143.3 5,143.3 1,062.8 1,062.8
Subordinated liabilifies 1,173.0 1,173.0 1,173.0 1,173.0
Amounts due {o controlled entities - - 10,318.0 10,316.0
Total financial liabilites 63,855,1 63,813.6 70,215.2 70,4228

The fair values disclosed above represent estimates at which these instruments could be exchanged in a current fransaction hetween willlng parties.
However, many of the Instruments |ack an available trading market and it is the intention to hold to maturity. Thus it is possible that realised amounts may

differ to amounts disclosed above.

Loans and advances to customers

The carrying value of [oans is net of provisions for Impairment. For variable rate loans, the carrying amount Is considered a reasonable estimate of fair
valus. The fair value of fixed rate loans Is calculated using discounted cash flows with a discount rate reflecting market rates offered for loans of similar

remalning maturities and credit worlhiness of the borrower.

Customer Accounts

Customer accounts fair value of non-Interest beaning, call and variable rate deposits, and fixed rate deposits repricing within six months, approximate their
carrying value as they are short term In nature or payable on demand, Fair value for term deposits are estimated using discounted cash fiows, applying

market rates offered for deposits of similar remaining maturities,
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Transactlons with other related partles
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Transactions between Bankwest and other related parties during the period consisted of the foliowing:
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2010 2009
§M M
Intercompany receivable
St Andrews Australia Pty Lid - 0.3
BWA Group Services Pty Lid (formerly known as HBOS Australia Group (Services) Pty Lid) . 11.0
Commenwealth Bank of Australia 843.3 8,089.5
943.3 8,100.8
Intercompany payable
BWA Group Services Pty Lid {formery known as HBOS Australia Group (Services) Pty Lid) 6.3 4.8
Commenwealth Bank of Australia 16,416.5 19,002.7
16,420.8 19,0975
Deposits
BWA Group Services Pty Lid (formedy known as HBOS Australia Group (Services) Pty Lid) 19.0 22.3
St Andrews Australia Pty Ltd 9.7 31.4
28.7 537
Derivative Contracts - fair value derlvative asset
Commenweaith Bank of Australia 2728 229.7
2728 229.7
Derivative Contracts - fair value derivative Hability
Commonwealth Bank of Australia 163.6 240.8
163.6 240.6
Ulitmate Parent Intragroup Subsidiary Total
2010 §M M M M
Interest and similar income 393 - - 39.3
Interest expense and similar charges (876.4} (0.3} - (876.7)
Net trading income {11.9) - - {11.9)
Other operating income (7229} - 13 {721.8)
Net operating income (1,671.9) (0.3) 1.3 {1,570.9)
Operating expenses - - - _ {43.6)
Ulitmate Parent Intragreup Subsidiary Total
2009 $M M sM M
Interest and similar Income 25 - 0.1 2.6
Interest expense and simllar charges (299.3) (0.1} - (389.4)
Net trading Income 131.0 - - 131.0
Other operating Income - 1.2 - 1.2
Net operating income (285.8) 1.1 0.1 (264.6)
QOperating expenses - {29.3) - {29.3)

During the pericd, the Company entered into funding arrangements with GBA in the form of [oans and derivatives.
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Commonwealth Bank Group

Commonweaalth Bank of Australia
ABN: 48 123 123 124

Legal Services

Level 8
308 George Street
SYDNEY NSW 2000

Raply

GPO Box 2719 |

) ' SYDNEY NaW 2001
20 April 2008 DX 1440 Sydney

Attention: Company Seoretary and Group
Counsel HBOS Ausiralia

Level 28, 45 Clarence Strest

Sydney NSW 2000

Facsimiiar 8298 8085

Dear Sirs

Sale Deed — Draff Completion Balance Sheets Dispute Notlce

We refer to the Share Sale Deed between Commonwealth Bank of Australia (CBA), HBOS
Australia Pty Limited (HBOSA) and HBOS plc (HBOS) dated 8 October 2008 (Sale Deged)
and the Draft Completion Balance Shests {as defined In the Sale Dead) provided by

of HBOBA fo of CBA by emall dated 19 February
2008. '

Words and expressions defined In the Sale Deed have the same meaning wheh used in this
letter,

1 stpute Notice

n accordance with clause 10. 4(!3) of the Sale Deed CBA hereby gwes qiofice to HBOSA that

CBA does nof agree with the Draft Corpletion Balance Sheets and Calculations. Schedule
1 1o this Dispute Nofice sets out;

a) - each Disputed item (in retation fo both the Draft Comp!eﬁon Balance Sheets and the
Caleulations);

b) a brief summary of the grounds on which CBA d[sputes aach Disputed ttem (further
detai! regarding the grourids for each Pisputed liem Is attached as Appendix 1); and

o) the proposed adjustments fo be made o the Completioh Batance Sheeis and / or the
Calcuiations as a-result of each Disputed ltem.

Schedule 2 to this Dispute Notlce sets out the revised Calcuigtions which take Into account

the proposed sdiustimenis made to the Completion Balance Sheets and the Calcuiations as a
tesult of the Disputed ltams,




>
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2 Perlod to resolve Disputed ltems

In accordance with clause 10.5(b) of the Sale Dead, we look forward to conferring with you to
resolve the Disputed Hems before the 20 Business Day period from the date of this Dispute
Notice referred to in clause 10.5(b) expires on 18 May 2008, To achicve this, wa propose the
following staps;

a) Consistent with the engagement model adopted by the partles to date, CBA and
HBOSBA insfruct PricewaterhouseCoopers {PwG) and KMPG respectively to continue
their discussions 1o dlarlly the Disputed items for CBA and HBOSA respactively, CBA
will provide, via requests from KPMG fo PwC, appropriate additional supporting
documentation or explanations sought by HBOSA in refation to the grounds for the
Dispuied ltems.

)} CBA will make available for a prefiminary mesting with
HBOSA to discuss the Disputed ltems once HBOSA has had an opporiuntty fo review
this Dispute Notice, We suggest this take place on ot before Friday 24 April 2009,

c) In addition to any interim discussions the parties may choose to underiake, CRA and
HBOSA meet no later than Tussday 12 May 2008 {o confinn those Disputed ltems
that have besn resolved by agresment and to endeavour to reach agreement on any
remalning Disputed [tems.

3 Appointment of the Expert

 If any Disputed lems remaln unvesolved by 18 May 2009 nadessitating tha appointment of

an Expert under clause 10.5(e) of the Sale Daad, we would propose that Ernst & Young be
agreed by CBA and HBOSA as the appropriate independent firr of accountants to conduct
the determination. Please confirm whether you agree with this nomination at your earliest
corwenlence. ' :

Please do not hesitate to contact
Yours faithiully

if you would like to discuss,

David Gohen
Group General Counsel
Commonweaith Bank of Australia

Copy:
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Dervatives not vatued based an

specille counter party risk, Dr PAL
Anglysls of specific counter parly .

1... | Dedvative assels and nel trading ncome, ristedemonatrated svervaluation grs S%e{;waﬂva ~$22,000,000 ) .52__2,1)99.309 _ .522_{000{900- - $11,000,000
of assals based on atcurala risk -
profife

Indlvidueat provisions and Impaliment josses DrpatL '
i i 0o, 000 ! s
2| onloans and advances Specifiz provislons underprovided | Cr indvidua ) -$282,900.00 $232,000,000 } -$252,000,000 $232,000,000
3 L';‘ronp evliactiva provisions.and !mpa?ﬁ‘nent Golieeive provisions gr'zg‘z?ecﬂve _$186.006.000  .$185,000,000 | - $3fée nn'n'-énn. . .
"losaes i loens end advances Underprovided Provislons il y i, 2000, -

Dr P&~ Tax

4 Current tax and tex expense Underprovision for FBT o o $510,000 -$510,000 $510,000 .
FBT

-7 Inappropriate wiite back of bonua | Dr P3L .

5 Provislons and staff costs provisions - KPME unadjusted Cr Bonus $1,300,000 -31,300,000 ~£1,300,000 -
differences #3 Provisions : .

s | Goodwil and ofher intangibles and Whitteker Monaupht geocwil Br PaL 522,900,000 22000000 | 522500000 |- e StA

! impajrment expenae overvalied - impaliment required | Gr Goothwil . ,J00, 2,300, Nz — St Androw's

7 Gondvwiil and ather Intanglbles and RACY sustomer fist infangible 'I?I:I;f‘nl:n"em p 51,880,000 51,580,008 $4,230,000 | Nfa — &t Anclrans

mpalrment expensa assef overvalued Groustomer List [ el 1530, A — ndraw's

3 Grmdwill 'an& offer Imangibles and RACY goodwilt overvahsed - “Dr PAL .

& impaiment expense impaimant required Cr Goodwill 5583,000 -5503,000 -§593,000 | Na- St Andrew's

3042964: Lir HBOSA re Gompletlon Balance Sheels 204, 08 QO A N0 fe- o damamems Page 3
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""'*'""ﬁ’Fth'impaiTment'of'CUStomeHoanS' Tt

o
The N8W Offlce of State Dr .
‘l-"{ﬂe;rlenue has a dispute Inplase - Adrnistration
o) Qiher iabliltles and adminfstration expanss th St Andrew’s over stamp duty | expense £2,000,000 ]
payadle. THis Is cumenty Cr Othar -$2,000000 | -$2,000,00¢ | Na- St Andrew's
unpravided for Hahilifies
" Dr P&,
. i 1
10| Provislons and operaling expsnses hoyR by Proislons for oreellt cards Sr Loyally Polnt $2,300,000 -$2,300,000 | -$2,300,000 .
Te corrt?cﬁy scerue for expenses Dt PEL
. . inourced pre vear end - KFLG )
il Other assels and administrative expenses unadjusted 2ud? diference fem Crfxccmars & 51,197,377 S1L117377 | . $1197.877 -
$4 Def. income
. f Dr P&L
12 | Dervative liabllfles and nel frading Income ?f:g;\:fklﬁ ;l;f:;recﬂy resorded ga E]?f;auva 36,400,000 55,400,000 -58,400,000 .
) Ta adjust for revenue acerual In | Dr B/ - T
13 Prepayments and olher operating income 2?235&;0 the PEL offaet g;eggimenls $2.305,517 $2,308,517 $2,308,517 §2,305,517
14 Tax effect of BankWest Dlapited lams f Tax effect of Disputed lems g;fg;g%‘-,'bn $745,335.213 $891,655 - §134,643,558 .$g .
i Dr oL
18 Tax effeat ef $ Andrew's Disputed fems Tax effect of Disputed lterms CrEE -§594,000 £694,000 $594,000 | Nia .St Androw's
Catculation Dispute ltoms -
cééslta{légd software expense
. . iderstated in BankiVest
Deductions - Other capitalised expenses Iy _ [-H1Ho0S
16 ,, o <1 Adjusted Porchase Prize Nfa .
the "Excess Capltal Calculations’ scingle eelcutation {understeles NFE F1,650,000 -
o deduetfon)
Cepltallsed securitisafion
Dedugtions » SeourillSation sstablishment gxpense undersiated In
17 costs In the "Exegss Caplial Calcylations” BankWes! Adusted Purchase Nfa 32348640 .
schedule .~ - | Price caleitation (undersiated e
T : NFE deduction}
- ot .
Total RWA In the "Excess Gapital No tapital held for kome foa
*8 . Caleuigtions* schedule Tl o, et | Nia 50 $354,000,000
2042964; Lir HBOSA re Compiation Balance Sheels 20 4 08 DOC.DOC 20-Apr-08 16:16:00 Page 4
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RWA
Credlt conversion factor on i
13 Tolal RWA in the "Excess Gapltal Cervative Inferast Rate Oplions Nia [ Foa
Galculations” schedule was Incorraclly applled, 50| $321,000
understatement of RWA
Incormeet risk welgfting applied to
20 Tota! RWA Inthe "Excess Capital matkat related coenferparly (AIG) N
Calctlations” sghedule restiting In undersiatement of 50 450,000
) RWA,
Incoivect fisk welghfing applfed to
. market refafed counterparty
29 Tolal RWA In {he "Excess Qaplial Morgan Stanley capils! services Na ’
Caletlafiona* schadila 20% instead of 0%, Credi 50 $26,400,000
. suivalent amaunt of $88m,
henee RWA understated
—_— IFRWA were caleufaled on
2z | Total RWA Inthe Bxcees Capltal 19/12/08 Inglead of 81712108, | Wia % 426,300,000
: them RWA would be higher 1 A
3042884; Lir HBOSA r2 Completion Balanca Sheafs 204 08 DOC.DOGC 20-Apr-08 15;16,00 Pages
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Scheduie 2 — Caloulations -

' K&i}uste&' Purchase Price

Inltiat Purchase
Price

2100.0

2,100

Adfustments:

BanikWest excess
capital caloulalion

2

8t Andrsw's
raovament Ih net
agsels {3}

HBODSGES
movenent fnnet
askets {4

Tok! adjustment
to Inittal Purchase

Price

167.3

22,4

i

198.8

(484.0)

(269)

0.8

{490,8)

{3057} .

(4.8

17.1

(284.0)

Adjusted
Purchase Price

2996.8

{450.8)

1,806.0
+ Footnote34

Motes

0

As set out In the Draft Completion Balance Sheets provided by HEOSA to CBA oi 19 Febuary 2009.

&

Please refer fo appended “BankWest Bxcess Capital Geloutations” for detaif,

{3

Moverment in net dssets of St Andrew's Group:

- Completion Nef Asset Atmount of St
Andraw’s {18 Dec 2008}

112.4

(26.5)

BEE

- Mat Assef Amount of St Androw’s {31 A
20081 .

200

a0.0

- Movement in St Andraw’s nef assels

224

(26.9)

“8

{%

Maovement In nel assets of HBOSGES:

- Complation Nat Asset Amount of HADSGS

(19 Dec 2008]

264

258

- Wef Agsel Amount of HBOSGS (31 Bec
2007} .

a7

8.7

- Movament in HBOSGS net assets

171

171

et

Puge 6

58
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BankWest Excess Capital Calculations

Tierq ,
tesuadt sharg capital 2,076,833, 572 g 2,076,833,572
Refained eamings 1,014,852 916 &) 1,014,8562,916
YTD profit [4,050,758] (314,678,302 (318,720,070)
Tofal Fundamantal Tier 1 Caplital 3,087,635,720 2,772,857 418
Dagin
Goodwill and other intangibles (585,962) . g (983,957
FiTe (140,662,660} (134,643,558 {275,408,218)
Loan and lease onginaflon fees {85,199,170) g (351199-1 70}
Securitisafion esfablishment costs (8,755,508} (1,690,600} (10,556,559)
Other caplialised expenzes (50,994,784} (2,348,640 (72,348.424)
Total Flur 1 Dedustions (305,618,175) {444,500,374)
Tetal Tier 1 Capital 2782017545 2.3828,457,048
Total RWA ) . 41,995,147,085 186,776,517 42,161,923 513
" Total Fundamenfal Tier 1 Capital Rals 8.25% 8.25%
Total Fundarnenial Tier 1 Capital Requirement 2,624,696,604 2,5835120,228
Execess Fundamontal .T:ar 1 Capleal - 157,320 852 (308,863,181}
Aclual Fundamental Tier 1 Caplial Ralin 5.62% £,62%
Notes
(1) As el out In the Drait Compleliol Balance Sheels provided by HBOSA to CBA on 14 February 2008,
&) RWA calculation
Clause 4.2(z) of the Baia Deed defines RWA as (he greatest of [he following:
Method 1
RWWA assumed 40,700,000,600 40,700,000,000
Methad 2

RWA s 59% of BankWest lolat assels (s shown In Completion Balance Sheels adding back Impact of redamption of

the BankWaest Redeemable Preference Shares)

BankWast tolal assels (per Completfion
Balance Sheat)

66,6365,400,000 (302,35%,270) 86,234,040,730
Less redemplion of RPS (530,000,000) a (530,000,000
Adiusted total assels . 66,006,400,000 §5.704,040,730
58% of adusted tolal Assels 38,843,776,000 38,765,384,031

tethod 3

RWA as galoulations by reference to the Gomplefion Batance Sheet and as caleulated in aocordance with APRA

Prudenlial Standards [Basel 1)

- RWA per Completion Balansa Sheef excess

41,095,147 096
oapital saleulalion set out shove

166,776,517

42,161,823,513

Method 3to be applled to Completion

41,995,147,096
Balance Sheet ) Caleutation

LI e e

42,161,823,613

Page7
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Appendix 1 —~ Further defail of Dispufed lfems

Darivatives not valued based on specific
Derlvative assets counter party risk. Analysis of specific
1 '8nd het trading counter party risk demonstrated Section 1
' income overvaluation of assets based on accurate
- risk profile assessment
{"*{Z(' 7 { Individual provisions
) and impalrment '
2 Specific provisions underprovided i
. losses on {oans and P provisions prov . Section 2
advances
Group collective
provisions.and - .
3 impairment losses Collective provistons underprovided Section 3
on jpans and : '
advances
Current tax and tax .
4 Under provision for FET Section 4
gxpense
. ) Inappropriate write back of bonus
Provisions and staff | ‘ Anpendix 14 -
5 rovisions - KPMG unadjusted differences pp
costs b g KPMG SUD
R #3
T whittaker Macnaught goodwill overvalued -
Goodwitl and other | : , g8 Sectlon 5 and
, tmpalrment required {$4.7m KPMG ;
] intanglbles end o " Appendix 1A -
naiFment Expanse unadjusted differences #8 and an additional CPMG SUD
P P $2m identified Hy CBA}
Goodwill and other ‘ |
, . RACV customer list intangible asset )
7 intangibles and : Section 6
. . cvervalued
impairment expense
Goodwill and other
, e RACV goodwill overvalued - impairment .
] intangibles and ) Section 7
X . required
impatrmerit expense
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ks The NSW Offica of State Revenue has
Other liabilities and . :
9 adreinlstration requested additional stamp duty payments Section 8
from 5t Andrew’s folfowing @ review of its ectian
axpense . . g
records, This is currently unprovided for
Provisions and Loyalty provisions for credit cards .
10 . . Section 9
operating expenses | understated
Other assets and To correctly accrue Tor expenses incurred 1A
11 administrative pre year end - KPMG unadjusted audit - Appendix 1A~
. s ) KPMG SUD
expenses difference item #4 :
Derjvative Hrabilities ) X ' .
. Basis swaps Incorrectly recorded at off-
iz and net trading : Section 10
. matket rates
income
Prepayments and To adjust for revenue accrual in relation fo : g
13 ;other operating the PRL offset accounts - KPMG unadjusted ﬁ‘g& eg SISS A
income audit difference itam #5
Tax effect of
. _ . N/fa —self
14 BankWest Disputed | Tax effect of Disputed ttems
explanatory
ltems
Tax effect of 5t
, _ N . : N/a - self
i5 Andrew's Disputed | Tax effect of Disputed Iltems _
explanatory
tetns
i Deductions - Other
capitalised expenses ' Capitalised software expense understated in
16 | inthe “Excess BankWest Adjusted Purchase Price Sectlon 11,
Capital Calculations” | ealculation {understated NFE deduction}
achedule
Deduetions -
Securitisation Cepitalised securitisation expense
establishment costs | understated in BankWaest Adjusted Purchase )
117 ) e . . : Section 12
inthe “Excess Price calcufation (understated NFE
Capital Calculations” | deduction)
schedule
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‘48 “Excess Capital No capital held for home loans until drawn, Section 13
Calculations” understatement of RWA eation
schedule
Total RWA in the ] . .

o Credit conversion Factor on detlvative
Excess Capltal ) .

192 s interest rate optlons was incorrectly Section 14
Calculations -

. . applied, understatement of RWA
schedule
Total RWA in the

- “Excess Capital Incorrect risk weighting applied to market

20 ) p” related counterparty {AIG) resulting In Section 15

Calculations

understatement of RWA
schedule :

Incorrect risk weighting of 20% applied t
Total RWA in the correRt! clghting bp ©
"Escess Capital market related counterparty Morgan

21 . Stanley Capital Services instead of 50%. Section 16
Calculations . .
chedule Credit equivalent amount of S88m, hence
5 RWA understated
Total RWA inthe
"Excass Capital If RWA were calculated on 18/12/08 instead ,

22 * » Y . SGCTIOH 1?
Calculations of 31/12/08, then RWA would be higher ‘
schedule
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Section 1 - Derlvatives not.valued based on specific counter party risk

Impact or Adjusted Purchase Price (APP) - $22 million reduction in BankWoest Tier 1
Capital

The value of derivative assets In the BankWaest Draft Completion Balance Sheet was not
adjusted for specific counterparty risk. This Is because when calculating the mark to market
for derivatives, the BankWest system {Quantum) assumes a default counterparty credit risk

of AA, The-counterparty fair value adjustment takes into account the actual credit risk of
BankWest customears in the mark to market caleulation.

CBA calculated this adjtsstment by carrying out the following §teps:
i. Obtaining the detalled list of all derivative assets and the relevant couaterpartles,
2. Mapping each derivative asset to its specific counterparty credit risk grade.

3. Where a counterparty had a rating of A orless the timing of net cashflows expected
from each derivative was collated based on the terms of the instrument and

discounted using a lending based credit adjusted discount rate specific to the
derlvative counterparties credit risk.

. Analysis of specific counter party risk demonstrated overvaluation of derivative assets. After
taking into account specific counterparty credit risk, the value of the derivative assefs was
522 miifion less than that stated in the Draft Completion Balance Sheets, The impact on NFE
of BankWest is a reduction of 522 million. The impact on RWA is a reduction of $11 million
{based on a conservative 50% risk weighting).
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Summary Tables for Completion Accounts Value and CFVA AdJustment

Valua as per Commplation

Iyaturity 3 : :
Counterparty Rating 1: <6mths [2:622mths  [3:1-3yrs [4: 23 yrs 5:3-4yes _ \B:a5Syrs  (Ti5-Fyrs lai7-10yrs Grand Total
A 2,844,115 1,342,635 7,358,386 2,562,745 2,596,589 1,781,720 15,340,788 76,945,101, 110,733,081
BEB+ ' 83:510 151:808 ° 235,418
BRE 12,863,568 1,420,066 183,516 1,083,570 15,531,121
BB+ 55,352 105,203 271,333 385,869 1,130,508 88,672 365,136 580,347 3,026,421
BB 6,572,818 2,951,882 9,325,851 5,455,281 5,515,660 7,284,773 271,468 1,637,483 * 35,086,217
BB~ 1,807,281 5,103,505 24,550,408 IBATAS1Z . BAR2,323 10488813 11,314,654 17,887,208 91,908,996
B+ 1,117,858 2,792,936 13,841,240 13,300,305 8,611,425 7,062,752 4,261,615 31,977,117 83,965,259
B 30,727 283,576 2,964,392 1.939,987 1,674,708 2,124,343 ' 475,350 9,503,585
B- 57,820 78,660 1,276,123 724,257 535,073 274,288 336,598 247,315 3,684,134
cee 118,852 408,546 177,817 53,595 2,091,348 2,936,206
e 37,558 402,970, 1,196,831 1,938,157 194,178 3,769,604
D 12,799 201,367 863,907 331,083 1,052,850 38,029 894,247 3,385,183
Not Rated 73,880 347,111 1,552,013 1,945,103 2,502,583 3,569,955 715,713 234 557 - 31,340,504
Total 25,513,768 15,156,503 50,466,037 45,903,597 33,501,109 135,334,206 32,443,002 130,878,735 279,012,359
Swn of Counterpatty fafr value afjustment g
Maturity
Counterparty Rating 1: <6mths [2:633mths [ni2vrs | 4:2-8yrs ISi3-dyes [ 6:45yrs | 7:87yrs | 8:7-a0yrs Srand Total
r (1,708] {2,417) {25,870} 114,678} {20,314) {17,035) {222,735} (2,152,405) {2,467,256)
BBB+ {1,180 {2,848} . ‘ {4,136)
BES {18,509} {6,720) {1,718} {18,457) (45,818)
BB+ {258) {1,048) {5,635 {12,839 {58,398 {6,368} {36,641) {78,215} (200,936}
a8 (28,159} {35,450) (240,591} {239,117} (372,967} {713,677} . {33,494} (272,820} {1,2231,356)
Ba- {7,173} {67,307) {606,187) {734,006} {609,969)  ({1,108,661) {1,480,503} {3,288,442) {7,504,260
o {4,870) {40,718} {414,127} {721,402} {754,921 {825,436) {512,359) {3,524,352) {6,808,083)
R [148) {4,708) {101,028) {112,275} {145,957} {272,080} {59,930} (595,197
B- (359) {2,375} {51,130} {45,208) (50,648} {38,013} {49,771} (24,337) (280,8982)
CCC. (2,070 (18,843] {11,360 {5,147} {265,205} {332,715)
e {217} (7,714) {48,045} (133,927) {20,138) (211,041)
s {74) (2,855} (83,402} (22,940} {109,188) : {6,458} (168,053) {345,972}
Not Rated {260) {4,087) 139,623 (84,561) {169,225} {288 626} 188,305} {39,092} {813,323}
‘Total {57,110} {177,644} {1,589,684) {2,151,968) (2,329,715} {3,667,856) 12,430,666} (9,637,838} (22,042,482}
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= S
Credit Spreqds by maturity and counterparty credit risk grade.
1; 2:6-12
<6mths mths 3:1-2yrs " 4:2-3 yrs 5:3-4yrs | 6:4-5yrs | 7:57yrs : 7-30 yrs
AUD Spread gap &m 1y 2y 3y 4y 5y 7y 10y
At 8 7.5 7.5 7.5 7.5 7.5 115 17.5
A 75 25 25 25 25 25 29.0 35.0
A~ 33 37.5 37.5 375 37.5 52.5 56.5 62.5
BBE+ 47 52.5 525 625 62.5 775 78.5 80.1
BBB 61 65 75 75 90 95 96.0 97.6
BRB- 91 100 110 310 120 150 151.0 152.6
BB+ 126 140 150 160 170 210 209.2 208.0°
BB 147 165 185 195 225 265 264.2 263.0
BB~ 166 186 203 212 240 288 287.2 286.0
B+ 183 206 226 236 267 321 256.9 150.8
B 202 227 249 260 294 354 289.9 193.8
B- 221 248 . 272 284 321 386 321.9 225.8
cece 225 251 278 291 226 394 344.3 269.8
> CCe 244 272 301 316 354 425 375.3 300.8
ce 244 272 301 316 354 425 375.3 300.8
D 244 272 301 316 354 425 . 375.3 300.8
Not Rated 147 165 185 195 225 - 265 264.2 263.0
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Sattion 2 - Specific provisions underprovided
tmpact on APP - $232m reduction in BankWest Tier & Capital

A detailed review of the Higher Risk database / Watchlist and Impaired exposures within
BankWast has identified the following:

« 3 number of accounts were incorrect!y rated &s Productwe as at 19/12/08 and

should have been identified as Impaired based on the information held at that time.
mndividval provisions are required to be held against a number of these exposures.

for some impaired exposures the provisions held as et 18/12/08 have been assessad
as being Inadequate based on a review of a number of these files. Reasons vary from
file to file and include, inter alla, adoption of the ‘Best case’ racovery scenario and

: Yt reflance on outdated property valuations in calculating the required provision.

As @ result, the fevel of Individually assessed provisions has been reassessed as follows:

Exposure IAP [$M) Af | Revised IAR

' Customer

18 Dec BB . ' _Var:ance
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) , Exposure | AP (M) Af | Revised AP
Customer {EM} 19 Dec 08 AP ‘.r'arxanca

1p)

File Count - a7

Over $10m - 811767 00566 258208 167.842
Under $10m 216,351 - 38000 102,951  64.051
Total B27ADE 2D ABE L 36T 48287683

Footnote 11
The review indicated that the spetific provision included in the Draft Completion Balance

Sheets was understated by $232 milllon. This Disputed itemhas a cc:msequ ential adjustmant
to MNFE of BankWast and RWA,
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Section 3 - Colfective provisions underprovided
Impact on APP - $186m redyciion in BankWest Tier 1 Caplial

CBA reviewed anl recalculated BankWaest's collective provisioning levels using a peer
comparison methodology, The application of this methodology resulted in a requirement
for collective provisions above the collective provisions in the Draft Completion Balance
Sheets. A high level discussion of the recalculation Is set out below and a Dispute Item of
$186 million has been raised. CBA considered a number of methodologies of which the one
adopted below produced the lowest Disputed Item by a significant amount.

Methodology discussion

The methodology required 2 steps:
1. Avisk adjusted peer analysis was performed on retail and business lending exposures
and relevant coverage ratios. The results are included intable 1 & 2 below. This pser
analysis was completed using the foilowing:

The collective provisions were allocated to retall and business lending hased upon
KPMG’s miid range estimate of provisions.

BankWest collective provisions {using the above analysisj were increased to aflow
for BankWest individually providing for retail products at.an earlier stage than i
peers. BankWest's writeoff rates were also adjusted to take thto account
BankWest not writing offloans at 180 days.

The peer comparison information was based o Piilar 3 information and additional
information provided by Pricewaterhouse Coopers.

2. Amanagement overiay was then applied to the peer analysis consistent with industry
' practice, see table 3 below. '




Measure ] Kisk weight © 90 DPD or Impairad Blend
Bankwest 82% 0.68%
Average Poer ' f0% 0.36%
Risk Adj factor® 136% 181% 163%
Exposure 25,302 25,302 25,302
Peer coverage ratio axcl management 0.43% 0.43% 0.43%
over!ay

H Coliective provislon - based on peer 109 108 " 108
caverage ratio
Collective provision ~ after adjustment for
Bankwest's portfolio quality - pre 148 208 178
managemant ovarley ’

The impairment of customer loans
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Table 1 —Retail peer analysis

Expostre 1074 - 407 33,378 . 34,805
Measure for compatison ::::: _ Lossrate 8¢ bPD nfa
Bartkwest . 3.9% 4.2% 0.86%
Highast Peer® 3.3% 3.8% 1.03%
Highest peer covarage ratia” excl .
management averlay 48% 40% 0.10%
Collective provision - based on paer 52 1 33 1m
coverage ratio
| ! [
A ju.stil?ent for BankWaest's portfolic 118% 105% 83%
quality’
Collactive provision - after
adjustment for BankWest's portiolia 61 ki 28 2 110
quality ~ pre managemeant overlay

Table 2 —Business peeranalysis

! Crodit card and personal loan exposures have been adjusted to Temove 180 plus dry exposures, For home loan
exgosures, inypaired loans haye been removed,
As per APS 330 disclosures.
3 This information has been pmwded by Prieewaterhouse Coopers.

“ This §s calcutated by comparing BankWest's ratio from above to the highest poot tatio.

SPillar3 information was again used 8s the basis for comparing the quality of BankWest's nsk rated book to the
Big Four banks. Two measures vere Used:

¢ the relative level of investment grade to non investment grade losns on the basis that investment grade
loans will attract a relatively low level of provisions compared fo non Investment grade toans.
¢ therelative fevel of property {and property related loans) and the tmpact fhis has on 90 days past due
and impaired foans.
® The BankWest loans used for this comparison exclude any treastry assets.
7 This information has been provided by Pricewaterhouse Coopers,

10
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Table 3 - Management Overlay for Retail and Business portfolios

Base Collactive ,
Overlay ‘ 33 8y . 122
Total 143 267 410
Less Current Provisions

{fncloding adiustment far | 115 109 224

unsecured retait) .
Adjustmernt . 28 . 158 186
Actual Provisions a1 109 200
Revised collective provisions 118 267 386

Management Overlay background

We believe there are two main reasons for an overlay at this time:

¢ the economic environment has changed such that historical information is not
predictive of Incurred hut not reported losses as data was derived from a period
whiiich is much different from today and are unlikely to be representative ofthe
lasses that will ermerge from the current loans; and

o model overlay ~ using s peer comparison to determine a leve! of collective provisions
creates a significant amount of uncertainty as to the accuracy of the provisions.

BankWest had a managerment overlay for economic and model risk of 87.5% (25% model
risk and an additionaf 10% on the 25% for economic environment) and an additional overlay
of 550m to allow for some of the uncertainties of the approach.

Due to the differing characteristics inherent In the retail and non retail portfotios we have
applied the following ovetlays to each:

e Retail management overlay of 30% % and

e Ndn~retail managementove rla\,lf of 50% 9.

® The mamagement overlay of 30% for rotail products should take into account:
s the hasic modal Issues of uslng a peer comparisan medel for determining ar apprepriate level of provisions

o the likely impact of the global economic slowdown on Australian unemploymentrates. There is a lagged
effect on wnemployment rates. With unemployment already increasing, it is likely that loss rates (and
therefors incurred losses) on all retall products will increase; and

the retail portfolio which hias experienced significant growth in the past fow years — dus the lag between
growth and losses, this in iteelf will lead fo increased Tosses on the porifelio,

? For the buginess loans the follovwing indicate a need for a iigher oveslay of 50%:
= fthe factors mentioned for the refail models; '

o the significant increase fu individual provisions required as a result of the review of the higher risk/
watchfist and impaired loans — some of which were due to older valuations inthe files; and

o  BankWesis concentration of loans in Commeroial property (50%) sould be an indication of greater levels
of ncwrred losses in the next few years,

1
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Section 4 - Under provision for FBT
Impact on APP - $510k reduction in BankWoest Tler 1 Capital

This Disputed ltem Is made up of two amounts:

1. An underprovision of $505,000 relating to a notional foan (i.e. expensed previously
for accounting purposes) provided by BankWest to a HBOS plcsecondee (the
Secondee) to cover the Secondee’s personal Australian tax Habilities, As
background, the Secondee ratired from HBOS during 2007 and we understand that,
at that time, the Secondee gave an undertaking that they would repay the notlonal
loan from their expected UK tax refund. The Secondee has since left Australia and
returned tothe UK. We are not aware of any steps being taken by HBOS, HBOSA or
BankWest to recover the loan from the Secondee. This being the case, it would

- appear prudent for BankWaest to forgive the notional debt which triggers an

obligation to pay any assaciated FBT relating to its non-recovery which in turn should
be provided for. '

2. An underprovision of approximately $5,000 relating to benefits providad by BOS
Treasury Branch to a staff member empioyed by HBOS Group Services, At 19
December 2009, HBOS-GS had not provisioned for the FBT assoclated with the

beneflt, as HBOS-GS was not aware of the arrangements the staff member had In
place with BOS Treasury. '

The above tems result In a reduction In NFE of BankWest of $510,000,

12
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Section§ - :goadwﬂi overvalued - impairment required

Impact on APP -522,9m reduction In the Completion Net Assets of St Andrew’s
Whittaker Macnaught ~ Carrving value of intangible assets $33.8 million

While the carrying value of the Intangible assets was noted at $33.8 million in the Draft
Completion Balance Sheet, CBA disputes the resulis of the valuation mode! prepared by

MBOSA and has determined a value of intangibles for! " of $10.9 million,

Disclosed prices for Dealer Groups since January 2008 have ranged from 0.5% of Funds
Under Advice {FUA} : 1101.25% of FUA: * The HBOSA and
KPMG valuatlons imply a multiple in excess of 2%, A high multiple is not supported based
upon recent transactions. Our valuation adopts a multiple of 1,00%, which based on a FUA
of $1.3 blllion provides an enterprise valuation of $13 million.

; FUA dropped from $1.735 billion at point of sale to $1.3b at

" completion, a reduction of 25%. During the same period, comparable businesses such as

Financial Wisdom experienced a FUA drop of 13%. The ASX 200, a leading Indicator of FUA
performaiice, dropped 18% over the same period. This pervasive near term trend brings
nto guestion the sustainability of both the FUA and the relatively high multiple of FUA for
valuatlon purposes,

We note further that the” ‘business reported an unaudited Net Proiit

after Tax of S1.8m for the year ended 31 December 2008. Unaudited accounts for fanuary |

20089 show the company to be making a loss. The drdp in FUA is a key contributor to a drop
in revenue and the resultant impact on profitabllity. Given Its loss-making position, the
Company may require support t the nature of a capital injectlon to maintain its solvency
and viability, Such a dramatic decrease in cash flows further supports a valuation atthe

.medium to lower end of the rénge bhased on both cash flows and multiples approaches,

~ . We note KPMG undertook a valuation of *
o approximatery $29.1 million and thus a correspondmg impafrment of $4.7 mlilton when

Wwhich resulted in & value of

compared to value in the Draft Completion Balance Shéet (533.8 tillion ~ 529.1 milfion).
Refer KPMG unadjusted audit differences schedule (see Appendix A, KPMGE SUD ltem 8)
KPMG noted that thelr valuation would be towards the upper end of an expected valuation
range, NoMithﬂanding that we strongly question the outcome of KPMG's review, we note
thelr impalrment was not taken up in the Complation Balance Sheet as it came undet the’
$10 milllon materiality threshold. There is na materiality threshold in the Completion
Balance Sheet.

' net assets are $2.1 million at 31 December 2008. Daducting this
from the enterprise value of $13.0 militon above provides an intangible assets valuation of
$10.9 rillion. As a point of note by CBA and PwC, the HBOSA modet dld not allow for this
working capttal halance. The total adjustment to the Comp!etmn Net Agsets Amountof St
Andrew’s is therefore a decrease of $22.9 million, being $33.8 miilion less $10.9 million,
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"Section 6- sustomet list intangible asset overvaluad
Impact on APP - $1.98m reduction in Completion Net Assets Atnotint of St. Andrew’s

The Draft Completion Balance Sheet for St Andrew’s included an amourit of $2.98 miliion for
an intangible asset refating to a marketing alliaince agreement (the Marketing Alliance
Agreament} between St Andrew’s Finaniclal Services Pty Ltd {formetly RACY Fmanc:lai
Services le;’ced) {8t Andrew’s Financial Services} and !

, . The Marketing Alllance Agreement was recognlsed previoushy on the
acqmsﬁ:lon of &t Andrew’s Financial Services by St Andrew’s, On the acquisition of St |
Andrew’sby CBA,  2xercised its right pursuantto a change in control clause In the
Marketing Alliance Agreement to terminate the agreement. . ‘

' ~.-,~f ! We note that the CEO of 5t Andrew's in a memo dated 24 December 2008 stated that “in
g the event were to exercise Its right to terminate... the value of the intangible will be

im palred . with the worst case scenarlo baing the nead to write off the remalning carrying
va!u

Due to the termiination of the Marketing Alltance Agreement, the custamer list is

irmpaired by $1.98 million. This results in a $1.98 million reduction in the Completion Net
Assets Amount of 5t Andrew’s,

Section7~  goodwill overvalued - impairh}enf required
Impact on APP - $5593,000 reduction In Completion Net Assets Amount of St Andrew’s

In light of the canceliation of the Marketing Aliance Agreement {refer section 6), the
{§ goo dwill is fuily impaired and has been included as a Dispute {tem,

PR

This will resuit in a $583, 000 reduction in the Completion Net Asset Amount of St Andrew 5.
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Section 8~ The NSW Office of State Revenue {0O5R} has requested additional stamp duty
payments from St Andrew’s following a review of its records

impact on APP - $2 million reduction in Completion Net Asset Amount of 5t Andrew’s

The NSW OSR has assessed that an additional $2 million in stamp duty Is payable by St
Andrew’s, There was o provision to cover this in the Draft Completion Balance Sheeis. It is
noted that St Andrew’s is dlsputing this claim through Emst & Youﬁg, however the
obligation to pay the OSR existed as at 19 December 2008 and so should be provided for.

This will result in a 52 milllon reduction in the Completion Net Asset Amount for St
Andrew’s,

15
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Sectiond -~ Loyalty provisions for eredit cards understated

Impact on APP - $2.3 million reduction In BankWest Tier 1 Capital

BankWest currently has 2 credit card reward points programs in place {Wishlist and
BankWest Extra Points Program}. BankWest provides for approximately 70% of the
obligation to customers associated with unclatmed credit card points on both programs.
This is based on monthly points claimed by customers relative to monthly points earned.

CBA believes that this provision of 70% is not sufficient.

For the Wishlist program CBA believes a provision figure of 80% Is more appropiiate as this
Is in line with peer claim history for such points programs.

‘CBA notes that poinis associated with the BankWest Exira Points Program do not expire and
as a result, a provision for the entire obligation associated with this plan should be recorded
as this Is more in line with CBA’s experience and current practice,

As is shown in the table below, based on the points balances outstanding at 13 December
2008, the associated provisions in the Draft Completion Balance Sheets, and the revised
provisions based on CBA estimates, a further $2.3 million In provisions needs to ba
recorded, resuliing in a reduction in BankWest NFE of $2.3 million.

Provisions for rewards programs calculations

Wishlist Program

Points at 19/12 559,915,416
poinis per dollar 188
Maximum potential obligation 2,986,216
Complation accounts balance 2,004,732
o90% of max, obligation 2,687,584
Underprovision 582,862

BankwestExtra Points.?rogram

Points a1 19/12 * ’ 1,531,068,082
points perdollar 294
Mayimurm potential obligation 5,207,715
Com pletidrt accounts balance 3,585,658
100% of max. obligatioh 5,207,715
underprovision . 1,622,057
Totat Underprovision 2,304,519

# hased on average of opening bal of 1,800,282,477/<losing bal of 1,161,843,687
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Section 10 - Basls swaps incorrectly recorded at off market rates
impact on APP - $6.4m reduction in BankWest Tier 2 Capital

HBOS/ BOSTA entered into 18 basis swaps with BankIWest on 25 November 2008 at off

market rates (i.e. the basis trades were entered Into flat — excluding market spreads). This '

resufted in the BankWoest treasury system {Quantum) not valiiing these positions
appropriately. '

The details of the basis swaps are:

P

25-Nov-08] 702758 | 12-Dec-08| 12-Mar-|  Floating | Floating
05
I5-Nov-08 702760 12-Dec-08 1XJun-l  Floating Floating
09
25-Nov-08 702768 12.Dec-08] 14-Sep- Floating " Floating
09
25-Nov-08 702765 i3-jan-09l 134Jan-  Floating. Floating
10
25-Nov-08 702768 12-Dec-08 13-Dac- Floating Floating
10

25-Nov-08 702772 12-Dec-08; 12-Dec-|  Floating Floating
11 '

25-Nov-08 702773 12-Dec-08} 12-Dec- Floating Floating
o 12

75-Nov-08] 702774 12-Dec-08! 12-Dec-!  Floating Floating
13

T35 Now-08, 702776 12-Dec03 14-Decd  Floating Floating
' 15

OhNov-08 702778 17-Dec08] 12-Dec|  Floating Floating.
18 '

17
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25-Nov-08 702782 22-lan-09{22-1ul-08;  Floating Floating
25-Nov-08| 702785 22-Jan-08| 22-Jan- Floating | Floating
10
T 25-Nov-08] 702786 22-jan-09 24-Jan-{  Floating Floating
: 11

25-Nov-08, 702788 18-Dec-08] 19-Dec-| Floating Floating
11

25-Nov-08 702790 22-Jan-08; 22-dan-l  Hoating Floating
i3

25-Nov-08 702792 22-Dec-08 23-Dec-,  Flo ating Floating
. : 13

25-MNowv-08: 702754 23-Jan-09] 28-dap-t  Floating Floating
18

25-Nov-08 702786 24-Dee-08 24-Dec|  Floating Floating
18 '

The valuation parformed by CBA for these swaps at market rates on 25 November 2008

resulied In a derivative_[iabil'ity for BankWest of $5.565 miliion. A similar. valuation

perfarmed by CBA on 10 February 2009 resuited in a $8.24 million liability. Valuations for

these basls swaps were not performed as at 19 December 2008 so a value has heen

. interpolated for this date of $6.4 million liability. This Valuation is consldered conservative
on the basis that: '

& o further data point of 3 March 2009 resulted in a valug of $1.0.84 milllon liahility
that would have increased the interpolated liabifity value for 19 Dec_ember 2008, and

o 19 December 2008 Is within 2 traditionally a more illiquid period for ma rkets
" resulting in wider margins than the current interpolation would imply.

These factors aside the current Dispute ltem results in a reduction of NFE for BankWest of
$6.4 million. '
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Section 11 - Capitalised software expense understated in BankWest Adfusted Purchase
Price calculation '

Impact on APP - 31.89m reduction in BankWest Tier 1 Capital

The Tier 1 Deduction for capitalised software expenses of 570 miilion was calculated by
assuming that capitalised software expenses of $72 million as #t31 December 2008 ware
incurred evenly throughout the year and making a prorated adjustment for the 12 days
between the Completion Date (e, 19 December 2008) and 31 Deceniber 2008, However,
the appropriateness of this assumption is questionable, given that capitalised software
expenses as at 1 January 2008 amounted to $57.5 million and under the terms of the Sale
Deed BarkWest was required to stop work on the East Coast expansion from the date of the
Sale Deed {8 October 2008) and the East Coast expansion was a farge source of capifalised

sofiware assets. Therefore, the Tier 1 Deduction for capitalised software expenses is
understated by up to 51.89 mililon.

$70m - $0 * 12/365
=523m

$70m -~ 857.5m * 12/365 $2.3m-50.43

=50.41m =$1.89m

19

78




The impairment of customer loans
- Submission 10890- Attachment 1

Section 12 - Capitalised securitisation expenss understatsd In BankWaest Adjusted
Purchase Price caleulation {understated NFE deduction)

Impacton APP - $2.3m reduction in BankWest Tier 1 Capital

In a similar vein to the Tier 1 Deduction for capitallset] software expense, securitlsation

establishment costs are required to be daducted from Tier 1 Capltal, The reconchiation of
pra-pald expenses provided to CBA by BankWest discloses that prepaid costs inrelation to

sectritisation programs held oh the BankWest Draft Completion Balance Sheet amountsto '

$11.2 million. However the amount incduded in the BankWest capitalnote is $8.8 million.

Therefore, the Tier 1 Deduction for securitisation establishment costs'is understated by §2.3

million.

20

79

[P e



E

The impairment of customer loans
Submission 10891- Attachment 1

Sectton 13 - Na capital held for homie loans until drawn, understatement of RWA

lmpac‘c'on AP? - §354m Increase Th BankWest RWA

RWA should be calculated for undrawn credit commitments In accordance with AGN 112.2,

Such commitments are classified into the foI!oMng APRA categories:

s Commitments with certain drawdown; '

¢ Undrawn Tormal standby facilitias with a resldual matudty of less than 1 year;
Undrawn formal standby facilittes with a residual maturity of greater than 1 year; and

Commitments which can be unconditionally revoked at any time without notice,
which are all risk weighted at 50%,

]

L]

BarikWest could not comply with the above due to systems inadequacies.

CBA's compliance methodology is to hold capital for home loan approvals granted, based on
the previaus 2 months approvals and this methodology has been approved by APRA,

RankWest have advised that home loan approvals which had an “unconditionally approved"
status that were entered into since 1 November 2008 and still undrawn at 31 December

2008 amounted to $708.1 million, Ofthese commitments, $669 mifflon were subsequenﬂy
dishursed between 1 January 2009 and 31 March 2009.

The amaunt of risk weighted asset required to be held for such commitments would amount
to: '

e S$708.1 million x 100% cradit conversion factor for commitments certain to be drawn x

50% risk-welght for home loans = 5354 million RWA

Home Loan Approvals as disclosed iny APRA 1,624
Return
Approvals < 2 months old 708 354

This has resulted in an understatement of RWA by $354 million.

This is & conservative estimate fortwo reasons:
s The total of unconditionally approved loans for the period was $1,624m whereas the
ahove calculation only takes those loans approved in the last 2 months ($708m).

The 2 month period encompasses a traditionally guiet period for home loan approvals
over Christmas.
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Section 14 - Cradit conversion factor on derivative interest rata options was incorrectly
applied, understatament of RWA

lmapact on APP - $321k Increase in BankWaest RWA

The credif convarsion factor on “ltem 23 - Interest rate options” of tha APRA return form
112, amounting to $290.5 million relating to contracts with greater than 5 years rasidual
maturity, was not correctly computed in accordance with APRA guidelines (BankWoest have
used the credit conversion factor associated with contracts with a maturlty of 1to & years,

0.5% instead of 1.5% - refer Attachment B of ARF112.2 for relevant guldelines), This has
resulted irt an understatemeant of RWA by $0.321 million.
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Saction 45 - Incorrect risk welghting applied to market related counterparty (AlG) resulting
In understaterment of RWA

!mpa& on APP - $450k incraase in BankWeast RWA

. This is the applicable risk
weightt for cfalms on an AD! in Australla ot an overseas bank howevar :

Corp. Is not a bank and is therefore desmed to be a claly on a private sector counterparty,
As a result, a risk weighting of 50%, as applicable to a Private or Financial Corporation,
should be applied. This ertor has resuited In an understatement of RWA by 50.450 milfion,
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Section 16 - Incorract visk weighting of 20% applied to market related counterparty
' ' ' instead of 50%.

. impact on APP -~ $§26.41n increase in BankWest RWA

Exposures to have been risk weighted at 20%, which Is

the applicable risk weight for clalms on an AD! In Australia or an overseas bank however .

... isnot a bank and is therefore deemed to be a daimon a

private sector counterparty and as a result should be risk weighted at 50%. This would
increase RWAs by $26.4 million.
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Section 17 - If RWA were calculated on 18/12/08 instead of 21/12/08, then RWA would be
higher '

[mpact on APP - 26,3 million Increase in BankWest RWA

KPMG’s audit work papers included 3 comparison of assat balances from 19 December 2008
to 31 December 2008.

The most significant moveément was a decrease of 1314 million in Financial Assets Held for
Trading (5118.4 million of which was attributed to derivative positlons with CBA which were
closed out by 31 December 2008). Applying a 20% risk weight for bank counterparties would

result In a corrasponding BankWest RWA increase of $26.3 million {i.e. 5131.4 mitlion *
20%}.
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Appendix 1A - KPMG Summary of Unadjusted Differences (KPMG 8SUD)
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Table 1
BankWest Issued Share Capital 1,906.80
Retained Earnings 1,143.10
YTD Profit
BankWest 2007 Total Fundamental Tier 1 capital 3,049.90
Less deductions 506
Tier 1 Capital 2,543.75
Table 2 Period Ending
Note Value and number of Commercial Book Loans Impaired by 30 Jurj Notice 21 AgWaranty Per|Total
24 Tablel6 - 18|Impairment Losses Booked to BankWest Income Statement 825 965 $1,790 |SM
10 67 Less HBOS Provisions to 19 December 2009 Per Dispute Notice -129 0 -$129 SM
30 Tables 13 an{CBA Sponsored Impairement Provisions on Loans and Advances 696 965 $1,661 |SM
31 Calculated |Value of Impaired Loans 2,314 3,206 $5,520 |SM
32 Calculated |Number of Loans Impaired Refer Jonathan Barret Article Page 95 289 401 690
33 Provided by {Average Loan Size page 99 CBA 2010 Results Presentation 8 8 S8 SM
34 Calculated [Impairments as a Percentage of Total Loan Book 28% 39% 67%
Table 3
Note Acquisition Cost Over the Period une 2007 SM 2009 SM 2010 SM
24A 22 2007A bankWest Net Equity (Book Value) per BankWest Balance| 3049.9 3049.9 3049.9
3 19 BankWest Provisional Purchase Price 2,428 2,428 2,428
3 Table 10 |Less Variance to BankWest ProvisionalPurchase Price -302 -302
25 Table 16 [Less gain on Warranty Claims Refer Claculation Below Table 16 -$1,661 -2,164
30 lables 4 and §CBA Sponsored Impairement Provisions on Loans and Advances $1,661 $2,468
28 Calculated [Final Purchase Price 2428 2126 2430
28 Calculated [Purchase Price as a Percentage of Book Value 0.80 0.70 0.80
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Table 4
Note Final Price Paid to HBOS M
3 19 Initial Purchase Price Cash Paid 2,428
3 Table 10 |Less Variance to BankWest ProvisionalPurchase Price -302
25 Table 16 [Less gain on Warranty Claims Refer Claculation Below Table 16 -2,164
45 Calculated [Total CBA Claw Backs -2,466
46 Calculated [Final Purchase Price Paid to HBOS (Costs of Acquisitionl??) -38
Table 5 Period Ending
Note Value and number of Commercial Book Loans Impaired by 30 JurfMagellan 30 June 2010
24 Table 8 |Impairment Losses Booked to BankWest Income Statement 807 SM
10 67 Less HBOS Provisions to 19 December 2009 Per Dispute Notice 0 SM
30 Tables 4 and|CBA Sponsored Impairement Provisions on Loans and Advances 807 SM
31 Calculated |Value of Impaired Loans 2,682 SM
32 Calculated |Number of Loans Impaired Refer Jonathan Barret Article Page 95 335
33 Provided by {Average Loan Size page 99 CBA 2010 Results Presentation 8 SM
34 Calculated |Impairments as a Percentage of Total Loan Book 33%
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Table 6

Risk Grade 2007 2008 2009 2010
Home Loans

RISK GRADE 1 665 1962 2800 4066
RISK GRADE 2 1575 3444 3980 5551
RISK GRADE 3 2256 6931 7518 9933
RISK GRADE -4 4634 6176 6209 8119
RISK GRADE 4 10583 6743 6291 7043
RISK GRADE +4 6528 5043 4583 5155
RISK GRADE -5 3583 4412 4732 5130
Home Loans 29824 34711 36114 44996
Commercial Loans

RISK GRADE 5 5803 5176 5229 4228
RISK GRADE +5 2347 2218 2277 2239
RISK GRADE -6 1891 2114 1994 1516
RISK GRADE 6 3204.3 5254.2 5644 3391
RISK GRADE +6 937.1 1685.4] 2150.6 1832
RISK GRADE -7 1543 1277.5 1000
RISK GRADE 7 785 1081.5 1595
RISK GRADE +7 4057 510.2 742.7 1079
RISK GRADE -8 260.8 227.3 318
RISK GRADE 8 355 292.9 430 479
RISK GRADE +8 385.1 406
Commercial Loans 18595 19840 21438 18082
Total 48419 54551 57552 63078

individuals
home loans
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Table 7 2007 2008 2009 2010
AGRICULTURE FORESTRY FISHIN( 1778.2  1907.6 21395  2295.6
ENERGY 230 251.3 137.2 79.8
FINANCIAL 731.5 6.1 386.7 406.4
OTHER SERVICES 2355.8  2655.9 4108.8 5224.45
MANUFACTURING 847.2  800.66 885.1 831.4
CONSTRUCTION & PROPERTY 10553 12734 12285.1 10460.5
HOTELS RESTAURANTS AND WHIt 4298.4  4538.1 4848.7 4681.7
TRANSPORT STORAGE & COMMI 340.5 334.8 460.5 455.4
INDIVIDUALS 29770.6 34761.6 36065.1 43099.7
OVERSEAS RESIDENTS 160.4 158.3

51065.6 57990.06 61475 67534.95
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Table 8

Internal Credit Rating of loans a 2007A 2008A FY09 FY10
RISK GRADE 5 5,803 584

RISK GRADE +5 2,347 2,218 250

RISK GRADE -6 1,891 2,114 1,994

Total Risk Grade 5 to -6 10,042

RISK GRADE 6 3,204 5,254 5,644 3,391
RISK GRADE +6 937 1,685 2,151 1,832
Total Risk Grade 6 to +6 4,141

RISK GRADE -7 1,543 1,278 1,000
RISK GRADE 7 785 1,082 1,595
RISK GRADE +7 4,056.70 510 743 1,079
RISK GRADE -8 261 227 318
RISK GRADE 8 354.90 293 430 479
Total Risk Grade +7 to 8 4,412 1,064 | Zero

RISK GRADE +8 385 406
Total Risk Grade 6 to +6 4,144 | Zero
Total Commercial Loans 18,595 15,247 14,183 10,099
2007A Loans that have been classified either pa 3,348 1,065 4,144
Total 2007A Loans that have been classified either past due or impairf 8,556
Less HBOS Provided Loans - 354.90
CBA Impaired Loans 20 December 2008 - 30 June 2010 8,201
Average Loan Size S8M S8M
Total Customers 2,324.34 1,070
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Table 8
Risk Grade (RG) 2007A 2008A FY09 FY10
RISK GRADE 5 5,803 584!
RISK GRADE +5 2,347 2218 250
RISK GRADE -6 1,891 2,114 1,994
10.042 Note RG 5 to RG -6
Total Risk Grade 5 to -6 ’ further downgraded
in FY09 an FY 10.
Note $5 billion 3
RISK GRADE 6 o Gl 1 05 5,126 5,644
regraded to RG
6 in 2008
Subtotal RG 5 to 6 10,042 3,391
RISK GRADE 6 3,204 128°
RISK GRADE +6 937 1,685 2,151 1,832
Total Risk Grade 6 to +6 4,141 10,038
Note RG 6 to
RG+6
RISK GRADE -7 downgraded in 1,543 1278 1,000
FY08 & FY09
and obliterated
RISK GRADE 7 in FY10 785 1,082 1,595
Subtotal RG 6 to 7 4,141
RISK GRADE +7 4,057 510 743 1,079
RISK GRADE -8 261 227 318
RISK GRADE 8 355 293 430 479
Total Risk Grade +7 to 8 L 1,064 & Zero
RISK GRADE +8 385 406
Note RG +7 to 8 reduced from .-
Subtotal Risk Grade 6 to +8 $4.412 in 2007 to $1,064 in 2008 4,144 10,099
and obliterated in 2009
Subtotal RG 6 to +7 Obliterated Zero
2007 Total Commercial Loans Reducing 18,595 15,247 14,183 10,099

by CBA Impairments

2008 RG 5 equals $5,176 M. The $584 M displayed in Table 8 at 2008 RG5 represents the amount of

loans calculated as written in the 2007A year.

22008 RG 6 equals $5,254.2 M. The $5,126 M displayed in Table 8 2008 RG 6 green represents the
portion of loans that were Constructively regraded in 2008 to RG 6 from their previous Grading in

2007A as RG 5 to RG - 6.

? 2008 RG 6 equals $5,254.2 M. The $ 128 million displayed in Table 8 2008 RG 6 yellow represents

the Loans that remained RG6 from the previous 2007 year.
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Table 9

Period Ending

Note Value and number of Commercial Book Loans Impaired by 30 Junj Notice 21 AgWaranty Per|Magellan 30 June 2010
24 Table 8 |Impairment Losses Booked to BankWest Income Statement 825 $965 $807 $2,597 |SM
10 67 Less HBOS Provisions to 19 December 2009 Per Dispute Notice -129 -$129 SM
30 Tables 4 and|CBA Sponsored Impairement Provisions on Loans and Advances $696 $965 $807 $2,468 |SM
31 Calculated |Value of Impaired Loans $2,314 $3,206 $2,682 $8,201 |SM
32 Calculated [Number of Loans Impaired Refer Jonathan Barret Article Page 95 289 401 335 1,025
33 Provided by {Average Loan Size page 99 CBA 2010 Results Presentation S8 $8 $8 ] SM
34 Calculated |Impairments as a Percentage of Total Loan Book 28% 39% 33% 100%
Footnoted & 37
Table 10
Note Page from AilProvision for Remaining Consideration Reconciled to Gain on Acq9/12/2008 $1130/06/2009 |Variance $SM
1 19 & 23 [Cash paid 2,100 2,126 -26
2 19 Provision for remaining consideration 328 328
3 19 & 23 [Provisional Purchase Price & Variances resulting from Dispute Nd 2,428 2,126 302
4 19 & 23 [Direct costs relating to the acquisition 31 37 -6
5 19 & 23 [Fair value of net identifiable assets acquired 3,771 3,676 -95
6 19 & 23 [Less: Preference share placement -530 -530 0
7 19 & 23 [Gain on acquisition before tax 782 983 201

30%
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Table 11 Footnote37
Note Page from AllExtracted From BankWest 31 December 2008 Income Statement|1/12/2008 $M
8 30 Operating Profit Refer page 41 of these Annexures 597
9 30 Impairment Losses On Loans and Advances -825
10 Calculated |Reduction to Initial Purchase Price -228
11 30 Less Tax Receivable 90
12 Calculated [Provision For Remaining Consideration Per CBA Half Year Profit A -139
Table12 Footnoted & 37
Note Page from AfCalculation of Provision for Remaining Consideration calcualted fr¢9/12/2008 $M
8 30 Operating Profit Per BankWest 2008 Income Statement 597
10 67 Less HBOS Provisions to 19 December 2009 Per Dispute Notice -129
11 Calculated |Gross Provision For Remaining Consideration 468
12 Calculated |Less Tax Payable 30% -140
2 19 Provision For Remaining Consideration Per CBA Half Year Profit A 328
Table1s  Footnote 46
Note Page from ArCalculation of CBA Sponsored Impairments backdated to 19 Decq $M
9 30 Impairment Losses On Loans and Advances 825
10 67 Less HBOS Provisions to 19 December 2009 Per Dispute Notice -129
13 Calculated |CBA Sponsored Impairments 696
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Table 14
Note Page from AlReconcialition of BankWest 2008 Income Statement to Dispute Ng9/12/2008 $M
3 19 Provisional Purchase Price 2428
13 Table 13 |CBA sponsored Impairments Backdated to 19 December 2008 -696
14 Table 15 |Plus Tax Receivable see calculation below 68.49
15 58 Add Back St Andrews and HBOSGS (HBOS Australia Group Services) 12.6
16 Calculated |Adjusted CBA Purchase Price 1813.25
17 58 Adjusted CBA Purchase Price, per 20 April Dispute notice, TabQ -1806
Calculated |Variance 7.25
Calculated |Variance as a Percentage of FPP 10 above -0.30%
Table 15
Note Page from A Tax Receivable Calculation Note 14 $M
11 Table 12 [Targeted BWA Profit as at 19 December 08 refer Paragraph 26 468
13 Table 13 [Less CBA sponsored Impairments Backdated to 19 December 2| -696.3
18 Calculated |Reduction to IPP -228
14 Calculated |Tax Receivable at 30% per paragraph 31 Note 12 above 68.49
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Table 16
25 Gain On Warranty Claim 2010 SM
26 Table 17 |Plus Total Impairmenents Provisions Balance 807
29 25 Bad and Doubtful Debts Paid by the CBA per 2010 Annual Report H 304
25 Calculated |Gain on Warranty Claim 503
Table 17
Note Impairment Provisions Balance Note 26 0/06/2009 $10/06/2010 $M
30 Table 18 & 19Total Impairment Provision Balance Per Apra Basel Il 1,282 2089
19 Table 18 & 19Less Impairment Provisions 1 January 2008 -157 -1,282
26 Calculated |Net Impairment Provisions Balance 1,125 807

Footnote 43
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Table 18
Note Bankwest Impairment Losses to 30 June 2010 Millions Millions
18 Table 22 |Impairment Provision 30 June 2010 per Basel Il Reports $2,089
Less
19 31 Impairment Provision 1 January 2008 per BanWest Balance Sheet -$157
20 Calculated |Increase In Impairment Provision $1,932 $1,932

Actual Loan Write Offs - to Impairment Provisions

21 12 Months 31 December 2008 per BankWest Balance Sheet $98
22 Table 22 |1 Jan 2009 - 30 June 2010 Actual Losses per Apra Basel Il Reports $567
23 Calculated $665 $665

24 Calculated |Impairment Losses Booked to BankWest Income Statement $2,597
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Table 19
Note Bankwest Impairment Losses to 30 June 2009 Millions Millions
18 Table 22 |Impairment Provision 30 June 2009 per Basel Il Reports $1,282
Less
19 31 Impairment Provision 1 January 2008 per BanWest Balance Sheet -$157
20 Calculated |Increase In Impairment Provision $1,125 $1,125

Actual Loan Write Offs - to Impairment Provisions

21 12 Months 31 December 2008 per BankWest Balance Sheet $98
22 Table 22 |1 Jan 2009 - 30 June 2009 Actual Losses per Apra Basel Il Reports $94
23 Calculated $192 $665
24 Calculated |Impairment Losses Booked to BankWest Income Statement $1,790
Table 13
Note Page from AiCalculation of CBA Sponsored Impairments backdated to 19 Decq $M
9 30 Impairment Losses On Loans and Advances 825
10 67 Less HBOS Provisions to 19 December 2009 Per Dispute Notice -129

13 Calculated |CBA Sponsored Impairments to 31 December 2008 696
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Table 20

Bankwest Total Book

Impairment Provision 30 Septrmber 2012 1555
Less
Impairment Provision 1 January 2008 -157
1398 1398

Actual Loan Write Offs - to Impairment Provisions

12 Months 31 December 2008 98
1 Jan 2009 - 30 Sept 2012 1845

1943 1943
Impairment Losses Booked to BankWest Income Statement 3341

27 Months July 10 to Sept 12 744
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S Millions 1 Jan 09 30 June 2010 1 July 2010 to 30 Sept 12
Commercial ' $ 1,260 $ 2,067
Impairment | $ 2,597 $ 744
Table 21
$3,000
$2,500
$2,000
Commercial Loans Past 90
$1,500 Days
B |mpairment Losses
$1,000 Booked
$500
5
1Jan 09 30June  1July 2010 to 30
2010 Sept 12
Bank not Bank working with 90 Day Past loans
working with rehabilitating them
customers Warranty Period Finished
impairing
performing
loans

Warranty Period
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Table 22 Total BankWest Book

e Collective
Specific . Total
Date of Impaired Impairment Provisions Impairment
Quarterly P Past Due Loans greater than or equal to 90 days P L. (part of P . Actual Losses RWA
Loans Provision Provision
Statement general
Balance L. Balance
provision)

SM sSM SM SM sSM M M SM
31-Mar-09 895 490 443 501 944 5 40552
30-Jun-09 1366 585 620 662 1282 89 44116
30-Sep-09 1627 446 744 830 1574 24 44715
31-Dec-09 1741 447 750 743 1493 184 45375
31-Mar-10 2034 436 975 834 1809 43 45207
30-Jun-10 2054 499 970 1119 2089 222 45806
30-Sep-10 1971 538 985 1139 2124 54 45627
31-Dec-10 1744 547 942 1069 2011 241 45287
31-Mar-11 1628 629 977 1015 1992 73 44250
30-Jun-11 1773 539 995 858 1853 271 45356
30-Sep-11 1723 535 990 823 1813 89 45831
31-Dec-11 1774 471 1011 769 1780 115 46618
31-Mar-12 1751 469 996 717 1713 152 46797
30-Jun-12 1785 464 953 652 1605 152 47779
30-Sep-12 1683 658 915 640 1555 131 48143

Total Actual
ot Actuall 5549 7753 1845
Losses
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Table 23 Corporate Bankwest book
Specific Collt?c.tlve Total

Date of Impaired Impairment Provisions Impairment Corp
Quarterly Past Due Loans greater than or equal to 90 days L. (part of . Actual Losses RWA RWA/Total
Statement Loans Provision general Provision RWA

Balance L. Balance
provision)
™M ™M ™M ™M M M M ™M
31-Mar-09 753 226 341 501 842 1 14181 35%
30-Jun-09 1258 311 562 662 1224 3 14784 34%
30-Sep-09 1511 191 690 830 1520 9 14831 33%
31-Dec-09 1632 193 691 743 1434 175 14483 32%
31-Mar-10 1933 154 913 834 1747 43 14062 31%
30-Jun-10 1938 185 909 1119 2028 188 13577 30%
30-Sep-10 1871 240 926 1139 2065 41 13476 30%
31-Dec-10 1650 256 879 1069 1948 216 12794 28%
31-Mar-11 1532 309 920 1015 1935 59 12194 28%
30-Jun-11 1675 195 933 858 1791 248 12493 28%
30-Sep-11 1662 232 930 823 1753 76 12395 27%
31-Dec-11 1666 183 947 769 1716 102 12886 28%
31-Mar-12 1639 175 934 717 1651 142 12584 27%
30-Jun-12 1616 179 883 652 1535 135 12858 27%
30-Sep-12 1527 298 849 640 1489 102 13170 27%
Total Actual | 55565 3327 1540

Losses
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Friday, 10 August 2012 Senate Page 63

CHAIR: In your submission you say:

Any amendments to lending policy did not impact existing loan agreements and covenants.

This is post GFC. Does that mean that changes in the loan to valuation ratio would not impact on existing loans?
Mr De Luca: If a customer breached the loan to value ratio, then obviously they have breached the contract.
CHAIR: So achange in the valuation would qualify as a breach of the LVR?

Mr De Luca: Yes.

CHAIR: If the LVR was 60 per cent in an existing loan and then you changed that later on to 50 per cent, 60
per cent would still apply to the original amount?

Mr De Luca: We would not unilaterally change it during the contract period.

CHAIR: But what could change is the value of the property—

Mr De Luca: Yes.

CHAIR: which then triggers it. You raise the issue of the so-called clawback or the warranty. I know it is

primarily an issue for the Commonwealth Bank, but you raised it in your submission and in your opening
statement. You say:
Any losses that Bankwest incurred in its dealings with customers post acquisition date were borne by Bankwest and could not
be "clawed back".
That is consistent with the evidence we received from the Commonwealth Bank yesterday. Is that an absolute
statement that there was no way in which. whether it be against the purchase price or in any other way. shape or
form, losses or impaired loans that became apparent after the purchase date could be offset or claimed back from
HBOS under any aspect of the agreement or the deal with HBOS?

Mr De Luca: That is certainly our understanding. and obviously Mr David Cohen discussed that yesterday.

CHAIR: He did. but I did not ask him that question quite that way. I just accepted what he said. which I still
do—'This is the price and we had to pay an extra $26 million after doing what we did.' What I am trying to work
out is whether there is something that we have missed, because there do seem to be a lot of issues raised.

Mr Corfield: I was working in the business at that point in time and there were absolutely no operating
instructions that would have given you any other sense than what they would have said yesterday.

CHAIR: So. in relation to the $17 billion loan book that HBOS had arranged for Bankwest, there was no way
of offsetting impaired loans against what might be repaid or how much the Commonwealth Bank would have paid
to take over those?

Mr Corfield: Not on anything that became impaired after the contract date.

CHAIR: One of the witnesses this morning suggested that HBOS's figures—and we will have a look at this
ourselves just to see—subsequent to the purchase showed a payment of something like 100 million pounds from
the Commonwealth Bank to HBOS for impaired loans. Does that sound like something you are aware of?

Mr Corfield: Iam not aware of that.

CHAIR: We will follow that one up anyway.

Senator WILLIAMS: On that $17 billion that the Commonwealth Bank had to come up with. do you know if
that figure is right? That figure of $17 billion is thrown around as the amount HBOS had put into Bankwest. Did
the Commonwealth Bank have to pay that $17 billion back to HBOS?

Mr Corfield: As I understood at the time—and obviously I was not in HBOS: I was in Bankwest—there was
$17 billion of funding secured on wholesale markets by HBOS, and that was replaced at the time of acquisition by

CBA treasury, who took $17 billion of funding from wholesale markets in their name.

Senator WILLIAMS: Senator Bushby just asked you about what happened after the sale date of 18
December 2008. Whatever happened with impaired loans. you had to cop it. When the Commonwealth Bank
went through the books after that sale date, they would have gone through the loans up to 18 December—correct?

Mr De Luca: In terms of the due diligence?
Senator WILLIAMS: Looking at impaired loans.
Mr De Luca: Post acquisition?

Senator WILLTAMS: Post acquisition. They took over on 18 December 2008. They then had a time period to
go back and look through the loan book up to 18 December 2008. Correct?

Mr De Luca: Yes.

ECONOMICS REFERENCES COMMITTEE
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Amendmont destidated [  December008

Partles HEOS Austratia Piy Lig {AGN 8570 002 387 e Level 27,45 Cloeonim Street,
Sydney'!‘kw South Wales, 2000 {Seffer) .
HBOS p st in Scotand No_SC218875) of The Mamd,
mmma ;mmmmm (Seller's Snprunferd
Commumnezith Bank of Australia (ACN 123 125 124; ofLevet 2, 48 Martin
Plnce, Sydney, Nawr Sottht Wales (Buver) _

Bachgronnd

A

By deed dated $ amwms {the Principsl Aprestmeat) bamﬂze Snflar, the Buryer und
the Selfer's Susrtor

@ fhe Seller tgrood & tell and the Buyer agreed o bay e ManlcWest
Bhares, the St Andrev/s Shares ond e FBOSES Shares on certaiy
ternus apd conditions: and

@) ths Sedter's Garantor ageed to guaramies tha porforramrics by the Sellor
. of s ubiBgations undor the an:!gst Alesrment, smd 1o assvme cerish
other gbigations, on ceriadn torms and comditions.

B. By deed dated on orabouk 22 Ocleber 2508 mmn:mwmmaama
th: Bnyee and Bie Seflers Gnarzntor, the parfies rmended the Principsl Agreverent,
. The peties vwish to farther amend the Prineipel Agroement In thoTora set o6t Iy this deed.
Opetalive provisions ) )
1. Definitions and interpretation
1.4 Definitons
In e dend:
Fiffective Mafe mcng {e dutn oF exsontion of this dred.
1.2 nterpretation
Clastse 145 of the Priugipel Agreernent spphies to hig deod as i 4et ont it full n 2his deed.
2. . Amendments o Principal Agreement
29 Amendment
With effect frogn the Bffoctive Pebe the Princiml Agreement T awmonded ss indicated by mark.
upr on The tomy of the Prindipsd Apcemet sfiacked a¢ Schadide 1.
22 Remsgining provisichs unaffecter
Extopt 25 specifaaily ansended by this deed, 01l feoms and conditions 7 e Prinafpal
Agreesmt renpal in & faree and offeet.
LegniaEIEtHL 3

23

15

LegeHHEAAIRAS.]

5 W .
Amendrments not fo sffoct validtty, rights, ebligations
The smendment of the Principal Agpeement dobs not effct the vafidity or
Lusafgreenbility of the Princlpal Apreemeat (o tmended by this dovd).

ﬁ&m i this doed:
: prejuctioes or aclversaly affects ay Tight, swer a:uthmty diseretion of
Tremedy arising anderthe Principaf Agrenment before the date of this
- daed: or

{0 Bischarges, vetvases oF otherwdse effsots sy lizhility or obligation
ariging tader the Prinainal Agrecment hafom the date of @5 deed.

Cortfirmetion

Thve Sctler, Seller's Guareptor and Buyer are bound by the Princival Ageement 28 amended by
Hfn dizad.
Acknowtsdgoment

The Ssler, Seiler's Seamntor and Buyer ackoorledgs Yot 9y dead is nrade 10 acoondance
with the Principal Agreenent.

Generat
Nofites

| Yack conmramitation {including 22k nofioe, consent, Approvsl, eauestand ereend} tnder or

i Sorection with thiy deed:
{2} must be In wrikmas

j£0] sk e addreseed 1o the pidyissas 5ot et i olause 26,1 {6} of the Peincips!
Agreseent {oF ns oth2twise notified by a perty fo ench olhier pardy from fime to
ne);

e} sust be signed by the peey sdking I or {om it party's bohalf) by the solfeltor for,

o 2ry sttomey, diveator, seorufary or anthorised sgost of, that partyy

f st b delivered e hand or posted by prepaid pott to the address, or sent by fax to
9 the numbar, of the sddnusee, n secordiice wﬁh slause 3. 1¢8); wnd

{e} is takett to bo soosived by the addregemar

n (i the crse of praprid poct surt o wn 2ddieas &y e same conrlcy} oa
the third duy after the date of posbing;

¢ (3n the case of prepeid post sent 0 an sdiress in anotler sowetey} on the
fifth dey afier fhe date of pasting by alngadl;

{iihy £in e cano of Ford 5t the Grme T the plece to which & is sent equivalent
o tho time showt on the Snseaiesion confirmatlon ropad produeed by
e T macking From which it wes sont; and

6} {0 the case of debvery by Rand) on dolivery,
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bt ifthe sommnsication b iaiem te borecgived on 2 day that s sol a ‘working day 58
or aflvz 5.04 pim, it §s 2aken io he sebsived at 906 a0 on the st feoddng day

{orodkiag day” peeaning s dayhiribnor e Sy, Sunday or public kollday and
e vkl banks wie open fon Bisiness pammliy, i the piasw to which te

ccmmmim:m s prwsted, sent o5 delvend).
Governing lew

This dovd Is govemed by anict wui? be constryed acoordlng to e Iaw npz:&ymg oy M South
Wakes.

- - - i 0
Jurisdiction e : 81
Each paryy Imovivably: i

{ze) “sufrmits o B nos-axshiasive Prisdiciag of the cons of New Sowbk Wales, s0d ghe 2
ephrts goompitent fo determbnng sppesis fron: thows eotistd, with respet 1o any ' "
prucizdiags that may be biought st uny e nikuiog to his deed; e

(3 waives anyobieoSon Jraiy i, fabaee bisve 2 the venie of any
proceedings, awd sy 1y
heve een bropght mmmvmmfmm EThar vemue [l withi elense-3.3(s).

Amandmetris

This deed smay culy be varing by & doed exegiled by or on behalf of cach prity.

YWalver

{5 i.ulurcmc;cmm:m erifibe mxd:&;mmcrdgfugrmmx%wmcmﬁ
s_nibm:m or samiggly frovided by favy or under this
byhpm il SFORRNE e wElver of the exarcistor
enfbrvResat, of ﬁumrmm or spforceiasnt, of that o say other Sight, pews ar
semnedy pevided by law af undes this deed.

40} A waiver orconsent ghven by 2 ;:amf wnderithly deed §s only o8bctive and bindlsg
an that paey iR = peven oF conlinnted 1o wiking by tat pary.

« T walver of g breach of £ Teom of s Seed operstes s¢ 2 waiver 0F $aoifer breach
of that toon ar of & breok of' sy other termy of this dead.

Fussther acts and documents

Eachsrm)‘mﬁsr progpily do all Bdor S0t and eesies and dofiver all futher documents {ia
Foriz dingd Bonkont reesstably i i Bty seqilioest oy daw o7 reasonnbly reapostad
byeuaﬂawwvasivw‘m:wﬁ}_ Gt

Assigneneit

4 puety sennot pssige, novite or plprviss tansiv auy of s sights or obligations uader tiis
dewd withons Hus pring tonset of edel ofer oy,

Counterparts

This deed smay be caonted in any numbor of onatempons asd by the parties on spaste
cowrderparts. Bach countespart conatfiotes the deed of cach pary whio hes em:md angd
&Wﬂmnm

Ko representsiion of rellance

) Eash arkaowicdges thatae pary (ot 80y person netiag o8 & pertys belulfy

@ m@?mymmmmmwammmmmm gt
Tor reprossntations of decemtis exprussly sshout in s daod.

& Yash pasty eolmowledges tnd ronfines that it does nut enter Intofhis deedin
tafiante on sy mposeniation or other Hducemont by or on Leled{ of any etisr
pasty, e pt for velreneiiaiony orIRANCERIeTS xprescly sk ot iy this dend.

Exp-ans&a

Exceptus otherwrise provided inthis deod, each pasty must payksewn so8ts and sxpentes
oSt itk nogotistieg, mmg,axmmsmd performing this deed.

Enfire agresmerd
T the coitpnt permaitied by brae i relafion to ¥ subjert tmatisr, this dead:

{5} embpics the entite yndssmnding of the parties, ind soaybiruces the entfie mmms
agreed by e partics; gnd

[ supeTsEdss Ty JIOr wien Ge GET SRreamEnt O TAe parties.

gl OIRISEER
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Brinciptes-in-ralaton to-spealfiv-osscioand aemices ; #
. . Share sala deed dated 8 Getobor 2008
Hoheduie Sfot-nsom] S e Fisig . -

. Pariies * HBOB Ausiralis Phy Lig {AGH 070 002 587) of BuskWest Tawes Loveh 34
Bchedus 6 - Warranties } . N ot . : l . e n.?q1 3 SRttt oo ) Ve .
Schiodule 7 « BUYOT WATFATES s SO - - -

. . HBOS pic {retastorad in Soatinnd No. SC2185813) of The Motnd.
_ Sohoduie B Payment order ... .., PO o Edinbugh, FHE 1¥E, United Kingdoin {Setier's Gosrantar)
Schedide § - Structure Bagram for Grown Companies . .83 Commanweuih Sask of Awstralia (ACR 123 123 124) of Eovel 2, 48 Martn
: . Pites, Sydosy, New Sonth Wales, 2000 (Ruyer)
Aftachpsint 2« HBue Diflgsncs Matsrisls S i 1
Bactground
Adachiment 3 Tax Beleass Lped y RO 97 :

a. The Sclior vwns:
(£ the BankWest Shares;
0 the St Aadanw's Shages; wod )
) Mo BBOSGS Shares, .
) B Thee Sefler wishes to solf the BakWest Shares, the St Androw's Shares and the FEBOSGE
h Stoarms and the Buyer wishes 1o buy fhe BankWest Shaves, Ge St Androw's Stares and the
. HBOBGS Shares on th bums and sondisons of this deed. -

@, The Sotler’s Guamator bus Bgveed 10 gumrantes fhe Sidler 8 obfi gations nader hic deed,

18 The Selles's CFascaning is e wepistired Bolder of he Bank'West Redsemabie Preforence
Shares
- E Subjeet 10 e bssmus nd coaditions of his dosd, BankWest wishes to radess sll of the
. Bankrest Redsaraals Proféncnes Shaek inxasdietely privr o Completion,
Foo. Ktk edenpfon of ths BenkWest Redesmable Frsfrmmce Shams by Bank'West weder Kecltal

§ eangal socar prio fo the Hime of Completion, e Seller's Gatimator wishes t sell fhe-
Baakrost Kedvoraatris Brsfemos Biares and the Buyper wizhes o buy the BankiWest
Bedremabie Frefoneast Siaes o the tenns sad eomdiions 0f thiz deed,

Oporafive provisions

1q. Befinitions and intérprétition

11 Definiicns .
Tos this deed:
A0CC mszoa e Atstoalinn Competiiton and Consmngy Commssion,
ACCE Condlition means the Condition sot e 1n chuse 2,165

mmmmmdm%up@mymmmmmsm&m&m
\peny 53 ok the Ascousts Diete and the sudiied fusgow skitreent, cash flow shateqient sud
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stafement of shanges In equily of that Droup Cormpany far the yeor soding on the Acooumts
Trate, incliuding fronch case the notes thersio. '

Asmivmts I fe taons 31 Docember 2007,
Azcontng Standa s rreane, af sy tne:

n) 1ha yequirementy of the Corpovaions Ac shoutthc prepaaio and coptents of
. Tmancief reports; :

) it scouvting standurds spproved wder the Corporations Aot s

i) srrasally aceepted sorounfing priseiples, poficies, prackies and procafores &
Anstraliz ot e woiont oot intongistent with the aceaunfing standands dustrited n
wemagingh (b} .

- Adjrertment Foyment Dabe rongins the date whichs is 2 Business Days sfter the dute on which
the Adfusted Parchuse Frise fs fmally debimined iy accordanes with olawss 16 or any other
rnte: aginert hetween e Seller mmd the Beyer o veriting, . ’
APRA mcans the Awstrafion Prndentfel Rogubnion Avthority.

Assit eobis Sathisit et '“!Hﬁf-&gﬁpu!?ﬁ?mmgimwmﬁmivﬁym&ﬂ;iﬁe
Bigstass voludicled By vm, hichiding Py 2csl held weder any Fnamcing o perating frase,

. Suditor sneany KPME a5 the seditor of the Gronp Comparies.

Avihanisatlon s say Botmes, oovseat, spproval, permit, mgistobion or athes sxfioistts

givon o fosed by any Rogmlatery Am&ymwrbﬁw pLsom,

ASHCmeans the AwmirSion Secusitios snd Tavestownts Commission.

BantWesh means Bk of Westem Avetralln E4I JACH 050 404 434).

PanEWerl 200 St Andray's Bnsbemas weans fhe baniiog bsiress znd 51;3 irsnErane angd
weslth mnngentent fsiness confucted by HankWest end Bt Androws resmactivaly x ot the
Cotgplatiog Babs. . . .

Hend{West Croup Company means each of Bk West and sach BankWest Sdwidiary.
BankWest Redeemnble Preference Shares vusons e 595,800.000 tedeemable profiranes,
831!!:; i the eopital of BankWest Held By the Seller’s Goavantor speeifed in Fat Dy of
Heheduhe 13,

BaekWrst Redeerzble Preforemcr Shaves Amuunt smans £570,000 SN0,

BaukWest Sharen ineang the orfinery shares i the tapiiad of Bank West spectfied it Part A of
. Bohedule 1 which, ftr the svaldimen of doubt, doss not inclnds e BakWest Redeemeble

Prefiorenve Sheres which wifl be «ither redeened wnd eanelid? by RealiWost o transfired by
the Feilrs Crearantoy (o the Buayer in sccordircs with claise 42,

RonliWest Sutud@laries zaewss sxch of the conmpaies spemified in PatA of Schedele 43,

BOSIAL mexus BOS ntoriations] (Ausiralia) Linvted (ACN 566 501 250), 2 Sefler Grotp
Membts. )

Bewiesss Day means 8 duy that 15 nof 2 Setwrday, Soandey or poblic holidsy sod ixa day on
wirich Bafks are otk for bisiness grmerally In Sydney.

Hryur Avcomntnpts means PricowatzbonscCoopers

Buryer Croms Member mems S Buyer amd sach Related Bty of e Buyer and afier
Complepion Selndes sach Group Compmpy. .

s Nomites ez Commenmeli loenince Holiines Lmikd AGR 58327850,
Brver Warrantfes mesns the wamrsnties st n Schedule 7.
CFAY. metns Capite? Finanne Avstrain Linitid (0N 069 663 1383, 1 Seller Group Member.

{4alm snoans any oiim_domund or cavee of actfon whether srising I comtract, fort, wnder
ststote or othermics In neletion

2

it Yy provision of his desd o 2y sgreement cotercd Bake petsoank to this Deod,
inckmdinmthe T i} Setidons Agr i
'(b} the Shares or thelr saie,

other o a Yex Clafn.
Clzira Notiee has e meaning given I cfanse 162000,
Clnkry Thrpshiold mesys $5,009,008.

Completion wimns the enmplefs of the sale aud prrchasy oF thy Sharey I 2ccordaree with ’
clavps 2.

o Bafance Bhecks moans the balaneo sheet d amd fineffead s i
Pomp¥eth pap

" with clawge 10

Congiet on Date meang the drte on which Tomplaion osens,
Condilion means cech condifton specified I elauie LY.
Confideutivl Informetion noans:

a} gl informating erlativgr to the operticns or sfiais of any Growp Com pany
snetuding all Grnoial or sccomyting Informarion, all Sustemer gates and ltr, safus
reitmds, marketing ressmueh and yeporty snd offer mprketing telwostlon md 58
faefe: seorels, Snow how, gperaling procedures and fchnical Information; mud

1)) aif other infopmation tonated by amy Srirop Cosapay a3 confidontind or capsbin of
ming prodected ol Favy o eyuity 8 confidertist [nfimation or the disnlosgrs of
wilich miglt canse o or doreape 3 or wlherwise sdversely affectany CGroup
Coumepanyy,

W whatever form s $a each cave inelading Trfirrmatinn that Bas bees disclosad by the Selfer
or any Gronp Compeny or heirrespec s Represtiiatices under the fros of n sonfidentialisy
FETCYHOTE, :

Congshinted Crowp means:

Laphanarsons E
ST

o ey MR
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{8} o *Consolidated Group™ us dufined in seciiva 7035 of ITAA 108Y; or
{} A“MEC growy” s defioed In section 719-5 of ITAA 1957,

Constiment Dommeris means s governing rles of 2 Financial Produce & mckzdsng 4
yeoie, policy, sy deed or o decymedt

Contefhution Amowntbas e mamiag given ip sention 72125 of the Tex Act,
Corprastiens Act means e Comrat.ims At 801 (CE).
Befunpting Purky hus the munsing gven in thuzs .10,
Divguted ¥era bashe mosning given in chuse 18.5.

b o e - pampeesd T e e s

::zlpmucﬂw?xx Drzinnd and ainy odickad or adimi Bistrutive TRetdngS Ansing out of that
o

Bistribtine Agresspe BRHHS a0y ages t Cwhether in written, ol or both fomme) which
provides forthe mﬁon, zsus. sale, or ofhce digtibming of a-fomcist groduct or fiametal
service oF & fhird perty by a Gioup Enfity.

Distributor means an eotity which distfbotes 2 Rinsnoial Product Including the emplayses
stk genty of & porpors entity.

Dmﬁ(kungﬂﬁmMuusmtahag the mezning given i clavse 10.1.
Dnanﬂigamemm-}a}amm& I

) e wm&amﬁmnmmddncumcms ovided o the Buyer by the Seljer, the
meq: pexd thei tedpeotive Representntives befixe Zom on 7 Ostober
i i fhe Viruel data renim), an fnfex of wirich Je aftashed ag
mtmmatzy

e mmmcgm?d&ymmam&emmmmm
Wty respanses givels by the Selfer, the Gooup Companiss and thefriespestive
Reproseaiatives befors 2am on 7 Grtobe 2986; ad

(03] w&n provided & the mdtapemont presratalions on Sunday 5 Octobor

Employer wesns u sployws sagaged i the BaekWest and St Amdmws Businsses.

Enployer Futidements mrans alf eofiflements 1o nonmad Teave, loig sorvice deaye sad
prrsonnlionrcs’s leave of the TransBring Roployecs secned 65 of Complsting,

Foermhrakes myens & marigags sharge, pludge, Hon, coounbia ine, stcutity ljeres, Gile
espention, preferaacis} ight, NusTecangenis, cotactaal right of seteff] or any ofher setasty

+ EEIETONL OF Bvingeent in Savour ef any peeson, whother repisicred or wirglstered.

521;2;& mrans 3 | March 2009, ¢ such otfior date agreed In witting between the Sefler and
", .

Tt Payment wpnnsthe payrment 8 b aigde. bycachﬂmup(magauympamm&wp
Qompmy 16 Ieavethin SEBE Connilidtiod £ ton wvarpfany Groep Lishiliy
gzt Sooilos 12335 6P he Pk At m_iwlﬁ Dr oyt i sediiduris Wit the
principies sereut i the Tﬁx Shasing Agreement.

Erpmmmzwwggzm i clanse 10.50c)

¥isaasisl Fudebteduess means st obligtions ofany Kind.
-Fia%nrmii'mdnetmmsm ﬁaammipm&mt{aaﬁeﬁnbﬂh ﬁmﬁwgm—ahnﬂs Act), loan
product o other baking sevies which is issued, provided, supplied or opsmted bfaﬁ:mup
Company fn the conssoef e condocr of ths Finaneisl Servions and Includesn produce wilich

i branded wnder the same v brand of athind ey,

Financic Services enzans b baking swpsrennuation, i Dewase, gontal inmermno and
yaitged investaont bushsseswontried by & Gioup Company,

Croup Comspauy mefns sach of BaokWest, Bt Andrew’s, HEOBGS, each BsokWest
Sabsidinry snd rach St Androves Snbsidisty.

Greap Camwznmbmmmm myﬁummb:anwmbyw Grosp Comprny
over sy of B assels o wndertakings,

-

Sronp Coppany s ranice mepns any Guaranes provided by any Group Comgany in
velagion 1o fhe whifgations of oy Sellse Girony Mienbs.

Group Eiabifify bas the meaning piver in sentitn 721-18 of the Tax Act.

Grogy Liainiiy Pote means the dats Group Lisbily Benunts i o pryablc.
P bas the measing gives i the GST Act '

GST Actrosanstho i (Diewr T Systerm {(loods s Borvions T At 1008 (C0),

Giaacuizéer GRS ALY Ewanbe, bond, seeaity deposts, B of coeditor susedyshipor any
bRy abl':gst.wntapay W&wpmﬁa&{mwm advmnes of meaey, the
prsiiisdiof for shars SHk pirehese OF) -

£ paaes
orthe mlvmw cf‘wy offier peTon.
EEB0SES mens EBOS Avstalia Grong (Serdoss) Pry Lid (ACH 113 209 #40).

BBOSES Shaxes meny the ordlnary sheres in the capital of HBOSGS specified jn Pat C of
Sohedule 1.

Hewf ¢ asthe ing giver i sootion #3953 ufﬂae‘x‘axﬁw._

L2

Indesanified Lovies menss, i relation To uny faes, tatter of thewnstannes, ail losses, costs,

- demapes, scbrises, Taxes, penalties snd otfwr Babilites avising out of or in connecion with

ihat fiet, Dozer oy i and Fyedids aiihgﬂm&oﬁwmmondumcsma
soizitor-clicat basis Tcwmred Is conmmetica with investigating, dsputing, defending or seitiing
mﬂm,mdm&ﬁmpmadﬁagrﬂa&ngm%&x;mwmm
{inshuding foy claim_ acticn, demand or procesding based on G terms of s deed),
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initis} Prrchase Prive bay he meening piven I cfavse 4

h: ¢e3 megss Somplete and apoepls partiviian: of all surrent inserasos policies and
saver potes tofon ot B respebtof 2 Gronp Compay or fhe BanliWest and $1 Andew's
Buginsssee ns ot the date of thiz dend contiined tthe Doe Diflpence Mumdals.

Intellectunt Proyperty Rights means aff imetipoitual and indusirial povperiy rights and Interegts
twnughtut the weorld, whelar mgistred o vargistered, nafiding trade marks, designs,
patents, mvertions, el Jayouts, eopyright and asafegons riifte confidentia? infimmation,
Semerwe-hon ot o] otber eimdfectnal property tights nr definedin Artivle 3 of ths tomvention
asrzfiisha:gsm Wonld IrteBectoal Property Orpanisation of 14 fuly 1967 25 amvendd from
{5 Fg Hmie,

TTAA 1936 monns the Incaroe Fax Asbecvment Ast 1936 (CHhE

TTAA 1957 means the Income Tee Assesstront Act 1997 (i),

Laxt Accoonts moans the balonce sheets and irmo'msm of Bank West and %
Subwidiaries and St Andre/e and itz Sohsidiades a5 22 31 Avgast 2008 sod HBOSGS a2 2137
Drecemober 2007, Tneludiag in cnch covs Ay netes theretn, as inoteded 5 the Due Dilfgnen
hfaterisic, .

Matexial Autisorisations moans S fhe Authorisations that are suaterk] o condac the
BankWest and St Andrewts Rudnssoes o9 thay e being sarried on at Completion.

RenDetantiing Prrty s fhe mesnity given 1o climse 814,

Nor-Tranaferving Employce monasan Cut afsmwoﬁmdm not atcept the
Salfer’s or Seiler Group Member's afferof employment medeiundery sluse 111

Thust of Seope Bamplopee means m empltyes of a Grong Company wehie I not smiptiyed Hthe
BrakWest or St Apdrenr’s Bosinesses or an amployee-fhetifsd Pkt e parigraph 2D
wof Bl 4, '

Eropeyfies stuzins the premizes i which the BankWest and SEAndvor's Brnsinesses ars
eondoeted. .

Parehage Privemeans tie Initfe] Purobase Prive &5 sdjitsted In aceomanes with this deed.

=" fostrolion Securities md,

(i} # e bt 7 velation fo which Hat comporasion Shectly or fudirectly:
m coutrole the right to appolnt fhe tmsies

i) iz 2 PO on to eonive) tha ehsting of, tove G one batf of the
adimiEm sembey of votes thet raight be cast at 2 meeting of Tolders of
waits o the tresh or

{in Trolds or & T A posiion ta eontrol the Sitposal of more Bhan ons kel of
. fheet Trsved ymils ofthe tros,

Relevunt Lopistation Mrcludes the Bambing dof 1958 (05, the Comporations Act, the

 Trvettents Commitasion Aot 2001 ¢k, tee Frede Pregitices Acl
874 (U1, the Susnraree Ack 1973 (O, the Trotromes Comtricty Aot 1984 (O3, the
Surerarmuedton Fudt (&g:m‘;?m} Aot 1953 (O, the Uhifiren Conganter Credit Code,
thes Privacy Aot 1588 (C1h), the Fincie? Transaclion Reparss Act 1958 (00} 4o Auti-Momey
Tosindering mud Coveter-Turrorism Finmmeing det 2007 {47 and the 20 Snsurioron Aot 1995
(). . .

Represontatives manas, i ralation o 2 parly, o8 offivers, smployoes, professional rdvicers
itk agmmivty oF the grarty oF of 13 Reteted Entities o
Restriitod Bosinean means a full serviee reteil barking business or & TBl servios bovivee
barling bt egs.

Restrictnd Pergon mtens the Seller’s Giarantop snd jta sobsidingdne,

Foetainid Bayfmesses wtirang o businesses eondnetad by the Seller Group Meambors priorio

Coreplefion, It wectoiing e BaahWest and St Anben's Bustngssey and the bustness
condnpied by HROSGS.

ok Welghted Assets menns tisk weighted aszets cafoulted in fieway fo which %ot smount

iz calmiated Ty ancondanes with APRA Frodenfinl Standerde Gefeafimy Based 1),
ft Andrew’s mesns B Avleew’s Austestie Py Tad {ACN 105 176 234).
St Andvew’s Granp Company means sach of 5t Aadrow’s and sach 8 Aadrew’s Sobeiary,

Regralotery Anthority fean: St Amirey’s Shores mens the shares in the capitat of St Andrew’s spocified o Fart 5 of
Sokednls 1.
{=) any govemment o Jocal suthoiity and sre Jepaetment, spinidtar of § :
gooremmaent; ot ¥Rt R Tepseenty ypser of ageocy ST wy St Andvowts Subsidinrios moans each of the commpintes speciied in Part B of Schtdfe 43,

% anyadker rrthority, apenty, eommnission or similor ety Bavi soperers or
Speisficion wndar any Faw orvegulation or fhe Nshing rafes of sy resogoiesd stock
o gectritics exchange,

Regalatory Crodifions means eech of the Condions specified i sb-sTanses 2.1, (8, 1)
{0 e ().

Telutod Entlty oF a cotporafion means:
@ & redwted Body carporats of dhat comparsiinn withivy the ineasing of sestion 58 of the

Sreoonfes virans 4 pecson emphiyed by a Seifer Gronp Member sud who hits been mgaged foll
tima o sabatmeiiaily S e inthe BankWest anet St Audrew's Busin seoes np the fovolve
rttiths prior to the date of this deed, :

Seller Actonntusty mteans KPMG of Central Park, Loved 31, 152-158 3t Georges Tenats
Perih. :
Seffer Conelidatad Groay moans the Consolidsfed Gronp of niich the Seller b fhe Hond
Cormpany.

111

Cscpomdiens Act; ard Sefler Croup wmeans e Seller's Guarantor and fs Relnted Entitive,
SapiEIEERRLIg . 5
PSICG-(Capd LapaIngadantig 7
] BOTEARACH G
e Sae Bend frmnimea s
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Seller Gronp Guaraniee mesas any Guarentes provided by aay Selier Group Member i
seutivg ta e ohffsmtions of tuy Srup Conpany.

Seller Group Member mesns suck of the Scles, the Selier's Grarmator 2nd each oF thef
Reckated Batitics, other fham cach Cironp Company.

Seller Trula Mok ieans soch segisteid or wnrsgistorsd teade wark owisd o used by the
Seltor or oy Seller Giroup Memsher Sonizining the nime HROS, Hilifivr, Rank of Scatlind,

Mdsmmwmmmmcmmmmg,mm
Tovestment # St damuds Flase.

Servives buds e mervices 1 i:npttmdmi iy the Byor to dwsﬂlcr andfor by vhe Belier i
&aﬁ%e:;-usagmﬁ i (e Frensitionel Servives Agréatment or, Biling that, In atenrdance with

V-

Seavives Period tmans the period of & months afier Completion, 6X0ep a8 omerwzsasgmm
in Sehedule 4.

Shayey mrang The B:mchs: Shaxes, the St Avdrws Shaces zad the HBOSGS Shaces,

Standard Rate 1o wrhtion 1o Iaes prystis op ey paymment due wodr This sgreemsnt means
%mwﬁﬁzmwmd&yﬁmfﬂmmwamwB@&spﬂMm%
poge mntifled "BESY? on the Reuters Monitor Syutem of sny reglacement page {fhe BESY
Fage) atar shour 10, 30w (Byduey Sime) an tha Ser date on which Ietest docries o i
payment (oF, 3 th HREY Pogs Is setavallbl on thet date forany seisun, the avemgs bid rate
Wan%hr-BBS??ﬁ?tafmwdmmﬁmn}mmuimBmme :
imimedistely prceding thit date) phus o sargln of 946 per 2,

Suboidinsics sewns the BakWest Subsidiaries and the St Andeew’s Subsitiass,
&;pemmﬁnum mrane £ Andrew's Supsransuation Fuand.

- Hax means smy iy, Yevy, exche, dity, charge, sunbusge, contibution, withholdag e, upost
& m&,gab&mmmﬁmnvﬁﬁhaémﬁmmbymmmmgs
Mwmvmmw%wpmmm Enterest OF shbmory chavges,

“Fax Acf mesnythe 1A A 19365&&1!1& ITAa 299'Iweﬂiwroﬂh=m.

Tax An;ﬁarﬁrw Bogutatary Autbodly responsitsle for thzmussm enllemion,
wis.im:aldingamdmmkf:?mm i T R any couny o fadsdicfon. :

Fax Clang mmxnyci&htagainstﬂa Bellet's Graraggr ppdee ohicsy 35,4,

T Denpanit means:

{2} a Witttz netice of, or demand for, a8 amengs p from s Tax
Authosity regiring the paymoat of any Bk for whwh iius Buller or the Seller’s
Gantantoc sy be Hablo vader this dead;

(P} any doesment seozived from & Tec Suthority sduinistaring Aoy Tax sssassig,

i‘mpusmg,chlmagarmmgm Enfeation to clain any To

{c} anolck o a contibuting meabar of 2 Doasolideted (omnp given under Scetion
T2-F5(5) ar €5A) of'the KTAA 1957; or

CRRISES T L . ¥
GasE )

112

)] {odgment of a 1 fenes oF a sedusst fir an emendreat wder 2 law about

selfansessusent of Fox-

“Eax Fonding SErecment Imeans m between the seziabers ofa Sonsolidated Gioup
mmlahnnmmanbﬁmﬁmauﬁbbﬂwdmmpmﬂawaﬁmuphﬂmy
T&I«wmmmlﬂwmmmi‘a&
mmenmmaMﬁm&mm&eMwm&mmewmp
Wmmfmﬁmmmtﬁ me ptheruioe arend hetwean fthe Buyera

Tax Shaving Sgrecmpnt meins & bz sharing Mmecment o agveements habween the Selier sed
the-whotly owned Group Compeniss ss conteiplazed by secfion 72125 ofthe JTTAA 1997 ang
inedudes sy Tax Funling Apieement beiven s Sumc partiss,

Fax Warrantios imeans the Wirmaites sef outin Warnanty 14 of Schedele 6.

‘Ehird Fariy jnesns sny person of entity (nsleding o Regmbstory Authority} other tiag & Selter
Giroup Muizber, nﬁmﬁmnp}rlmbanm&wp&mmny

Thicd Party Claim menns sy chaim or potential elein by any prosos ofher Bis any Biyer

'.-(b&ph&&nberarmfswar&m@MW‘ gainst atgy Growp Comprny ather thas » T
‘Thaird Farey xutaﬁecmairm;:my mwwmmﬁuﬁlmmm Rxgiaxsuscd by
 Gronp Crampemy T the conduct of, or fonping part of, the Ba i

Andols Bysinkaseg that sro owned by o THI Pasty.

ﬁﬂa‘}i‘m%m&ms the Warraniizs set out 3 Wattamy } of Schedide 6.

TWMg Emptﬂmmm m ugafswpaﬁmpluw. whir sccepts the Sefier's or Seller
Group Momber snﬁ%:nfﬁnplw-mmmehmﬂ L3

Lrensitional Services Agreement sty wm&ﬁm Servites aymmgmbc .
enteres It butwrose; .

i) s Selber snd e Buyes , ymong oo sud
i
asconmm&bydwaﬂ
%wmmmmmmﬁmeFm&mmmmm
of e Soperapsaration Fued 25 22 1he duie of the ameants ard the sadited profit und loss
for the Scheme or Suptzanngation Fund for the year ended on thet date.
Wm%mm%cmﬁmmimmM$6‘ '

“Warranty Clains mezns any Claia by the Buyes arishyz out of'a busack of s Wasranty. -
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12 Reasonable endexvours

Any grovision of this deed which requines a perly to use rersenalis sndsavonss oxalf
reasonibly sadenvonrs tn provare that sontething is performed er otonms or Joes 2ot vosr dos
not molade suy cbligtiog

{1} e pay oy money or o provite any Jmansd cum]:bns:ﬁan, wafnelile congderation
oF wany ofher inceatfya to or fior the beuafit of sy férson except for prymeatof tay
splicable foy for the hdgmmmﬁ!mgafm:yreimtappﬁwﬁmwﬁw
chzz?aimy Antherityy or

ib¥ 0 commenue Ty legal action urpmmdmgagms’f Ny porsen,
exzpt whete that provision aipredely soecifivs ofherise.
1.3 Knowledas and awareness

{2} I vy Wavranty I gpaafified by e Selles Guaraalors etarnney or knowledpe, the
Taels of which the Seiler's Guaranter s amvare or B8t are-within the Scliers
Gaanlor’s awarenoss of knuwlndgs are dken to bb-all feckt of which any of the
exetdives of the Sclier who presented fo'fise Buyss Repfosentatives en 5 Oclober
2008 e Craig Kice sre sctunily saomn ot fhe date of this desd,

& A referenceto e Buyers kevwledgs or awmmess of Fots frr that of its
Represemiatives) 35 arefremse f fiety actralfy v by e ayeentives of the
Birrer who have watked oo the zeaficition of the Ceow Commanies for the Buyer
or e Buyer Avocomtamts sotlof i thelr capcity 2% pdviters fo the Buyed on that
EquisTion.

14 Genzral miles of interpretation

T this drec Hradings s for comvenlence only 14 do ot 2ffet Ederpratation and, wlees The
sutrtyary Trentine appearsy

(= & wond Smporting the singulat Fnefucdes the plural and vieaveren, 2nd 2 word of any
gendar incldos She wmrcsparn&:‘!:g words of ey ofher gender

{mn the wrd "Ity ding” or any other form of thut wordl o wot 2 ward of Proltion

{c) 2 word or plirass & given n dofived s ing, angrother park of spesch o
gremnmationl forms of thit wond br phoasé has a G?i&sp-nm’ﬁngmﬂmmg'

Gt a nefaetuict 4 8 Mporson™ fncltdes o individial, the cstate of an adividnal, o
corporstion, on swthonity, massec?ahmmpmks in aJamtwmtm, # parinunship
] g fosty

0] a Fefiesnite for o party ocludes Shet gardy's exeoutory, sl and

pommitted assigns, inchuding persons faking by wagéofuavaﬁmamd, i thocase of
frustes, Bncludes any sofutiturad waﬂdmma!tmrﬁ

&) aTeferense to o doomment (aofeding fis deed) js 1o !-hat docuraent 25 varisd,
nivrated, ratiffed or raplead fiom e totioeg

LSS L 0
SangibeE Letiopyy

e

N Aveferenne tn a pady, clinge, schedle exhib:t,mmhmcnt.ctmmma

mibrzace fo u parly, chase, sthedole, medibit, stleclamest, or o or of this
died, and azeferncs io thxs deed inciudey all schodules, exthihits, situdunents, and
s ia i

3] avefertare fo an apemcy or body ¥ thatagency of body teases o edst or
veoonsituted, renmmed o rpiaced O hay dls pravess or fanckion removed (pheclate
body), means the apmey or body Which performs moet closely the fincfoay o the
sboolee bodyy

(D) 8 refetemne do 2 statule includes eny rogeiations or other Fositmeats made under &
(deregated Tegistation) snd a:eﬁm»ca 1o B stainle or&clegamé tagisEniZon or &
prcvision of exther frclad: ts, re-ensnchmeits st
replanements;

) 2 refzrenet to "S" op Ydollar® is to Austealian currenoy;
) torsng defined B chagzes dand [ bave e minanings thers piven; and

4] e doed mm@&umsﬂu&dz&ma&-t&apmﬁmhma‘m thnt pouty propuged
foe cansed f 4o be prapared.

2. Gonditiony presoedoent

21 Cmdnﬁom

C:au:e.::s, 4amd § domot becoms binding on Hie pertics end have i fores o1 szaut, and
Cozislefion earnetinke rlace, W] eosk aF fhe condifions fisted i the first colmmn of the
foltowding Table hasTheen eithor satisficd orwafved by scoprdmba with clauie 17

Fcy, e Bryer ias rovgreed written aotiTeation from the Auttralian | Dttyor andt Seller
CompeliFion and Conmenes Compuission (SCCTY that2ither:
® based on fie Iforsmtion prvided by Be Brvsriy

the ACCE, the ACCE doss nol praipose o intervens:
i #he acquisition By the Buyer of the Bharer
parsant to seetion 30 of fhe Trado Prictives Ast
1974 {0H {ovnefforr oyt seeh notles nlio siatee
that the ACET seserves s pasition # other mrtecal
informaticn emengss); oF

figy hitend on the fafermation previded by e Suyer o |
the ACCE aned the geonptomest by he ACTC 0L
witter anchutaltng provided or 2grend to be .
provided ¥ the ACCT, the ACCK dovs not poposn
%o Intmrvane iy the cequisiion by G Buyer of the
SHeres parspsnt i section 30 of the Tiade Fractors
Act 1974 (O {whedher or pof such noflce dlos
Sh&sﬂmthcﬁﬁ?ﬂmwuméﬁm,iﬁﬁm

e ) % };

T NRYIE08TY o
CAESMEREILT '

St S D At IS
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, TeLossiry apn e EROVICed i pagpett Agevmnd Selier
& al} avals ed 3 ofshe Bryoraad Sslier
aequiaition by the Buyer of the Bavk ey Shares smedey this

deedd prmmes $0 the Banking Act 1853 (Cth). I such approvels
ase sukjeet i conditfons, thoss mtmditons roust be aoceptabls 1o

" ihe Bayrs, a-'.:ting rmumb}y;
(&} alt ided fu ofthe . Besyer-gud Sollur
&uquisimmby ﬁm&mxnﬁ'ﬁw Shwees soder this decd parsuast
o the Finaneind Secioy {%&M@)m 1998 (Crhn), I§5uch
" approvnly sre sublect s comiiions, thage conditfons musk be
aceptable wﬁmBuyar, acting reasonably;

{8 ziimessmymﬁamamas that e somfeition by the Buyer of | Buydr and-Seliet
the St Andeew’s Sharcs I RO caniery to the pablic tomg ae
provided and & “go-head® decision is mads wnder ths
nsumprs Acguisitions and Takeovers Aet 199 {05R). 1 such
spptrvals arn subjeet fo conditions, these condiffons mas be

, beeplabiatothe Bﬂrmwﬁnswm‘bzy and

¥ B fenporsy. m%m peeliminany O peraonsar Buyersad Selics.
Ifuncion of ather oder zsued by any conrr of compotont
Jusisdiction, no prelimTnary or fnsl decision, dstennination, or
arder memhﬁxy&nmmuu othor el
tevtynid preventing any of this raussetions contsmplated by this
deedd £ i effeet or has been ssued or mrale sod nor wiidawe
mmndm}ypz‘mm@mplﬁm

mavnehis sndesvons do salishy Condiions
Bach party miss vee sl rensonnble cadsayams e ensere diat cach Comtion i ssfshed s
50N 38 practiesbia after he date of Dt dbed and B ay svent befbre the Bad Dae and in

{u} g Bogyur MAISE Y S0 83 procivable:
(5 comply with s ebfzations voder slsuses 2.3 and 24 in cebation to the
Regulatory Condifions;
(5 providein the Selisr all infonation reasonably Tequired by the Sedterfar
the purposes of Brocuring e srisihotion of wmy Condition;
{b) . the Seller omst oy seon as prmeticzbie
{i prepare and {pdgs vach notior or sppHestion requited to be given or
timdde by the Seller ththe relovant Regulatory Authority for the purposes
af pracuring G satisficlion of ihe Remdatory Condifions; and
{iH pravids kot Buysr all information ressonsbly tequired by the Bayer to

exabia the Buver to prapmmydocmnﬂaassurmmywm epanply
3

23

2.4

25

with 220 o ctboravise for the purposcs of procuring the satistaction
of eny Condition;

{0} sach party soust otherwise co-operits with, muf comply witk alf rasonnble Tequnsg
af the ¢ahey prcty $or fhe purposes of procucing e suilstheivn of soy Candition
st pnast OE Sulkis any selicn Hiat wikl or is liely mhinderor provend tha
sedfsfantan ofeny Condifion; sl

{8 such paety RISt 5% 5000 25 pravtieatsle, keop fhe ofier pary infumed of oy s,
- maer or eEewnsuace of which I bosomes swens that may neselé In g Conditon
ot bepg sutiefivd in aceordaiee with its fenes,

Buyer's shiigations i rofation to-Reguiatory Condliions

‘Without Hmittng clswse 2.2, the Buyer russt use alf rersonable endeavouss to enmun tat each
Reeggaitatory Credition i safisfied us soon s practicable after the dato of $his deed. In partiouisy
vhe Buyes must v vhiion to the Repatory Condiions offwe then the ACOC Conditon (o
weiieh clause 2.4 applies)

{2} consuft with i Selier sbourdrefis pfdecuminia which 1 ies prepared for the
parpises of procuring setlfastion of sy Regudatnry Condilion and sespand 1o
saquisies froim tho Seller abaar the progress of the spplication;

(] cangutt with-the Selfer b relaiion Yo any Sovher informaton 10 be provided to the
relevant Regolatiry Aulbority.

Buyors obligations in relation to ACCL Condition .

Without inising chuse 1.2, the Buysr must use plf reesonnble sodeavows 16 pricum:
satisfaction sfthe AC0C Condition as suon ax practicable afisr the dete of this deed nod in
padieukar sk

fa} * fleor couse fo be filed with dhe ACCC alf nofificstions or submissioas, &0 each wse
i danes with the applicabls purdelies of tha ACOC, which s required for
the purpnses of proceing salstietion of e ACCE Conditon;

& pushopiae s ACLC 10 podnet auy market ioveshgafions which e AOCC wishes

torwatestake I conection wilh the propesed soqnisitipn by the Barer of the
and

5]

Sensitive infermation

Woshing n clomsos 2.3 and 2.4 roquites fhe Buyer i provide the Seller with mmy commerdally
sepSitive infovmation provided by ihe Bayer to 3 Regulatory AutheTly fncluding the ACCC),
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: Taoh pearty st within 1 Busloess Dy after Eecoming awars of thesatisfastion of any 4
. Comditivn 2oty o oher OF e saisfariton of it Conliion and provide resernatte
S evideneethat the Cm&mp:gbwn Fatisfied. SR previde ; 41

XY Waiver of Conelitions
Auiition may be waivod pd may ol be wafved:

& irmmiswmsnmwmwmwmmm.x epposite that

Condftion, by that party by nofive tofae officr parey; o

i} ﬁmiﬁmmem@kspmminﬁwmdeﬁﬂm
oppozite thet Clondition, by wvitten aErerment bakinon all of

Hoiithatanding tho shave the ACCG Condition shull he desmnnd to fave hern
&y anfitn arfving in e

“paries ifag of any ehangs by the Jow gy

Tab¥en clause 2.3

Bose parfies,

Watved by bath 4.2
ation fo sny

mc!za@mgzintﬁs b the ACCC wnmmt&mh&emﬁuh?ﬁmoﬂm
to goetion 59 of the Timde Practices Act 1974 {CHD). The watber is devrmed 1o have adsurred o2

the i ot whish sinh Jaw
mh%hwis!zkm,

sheres prsount
s epertive or any autice: srishay I relafinn to any suck

A party milied s vmbve op to sgrento wni\ma{}onéiﬁmnmﬁisahnmz_?maydum i e

sbmokein Alsoretion, A perty that waives or uovaes o Waive & Conditioy

20y not tning & izt

TS any afh&-pmlyinrespmnfsnthch of this deed it causad thay Condition not o

- be satisfied,
2.5 Failare of Conttittons
’ Amyiswmwmmmammsambynm:eﬂmmm

(a} &t any e ow or hefare i ErrTDat':ifw Condilion has Beeomm empable oF

sutisfuriion: or

(1)1 at any e after tha Brd l}élcif‘any{.‘,an&iﬁm Baw ot been sutfsfind or wafved o

aecondaice ity elmss 2.7 befare £he Bod Date,

cxeet whers the releveat Condifion b been visived! by the party ceeling :0 ferminate or has

Beome Scapalils. of satistyetion orkis 10! bean sarfefied ag £ direst el ofs

ety seeking to tomminaty fn comply with s oiligationy undec alantes 2.2

Eailore by the

3 Sale and purchage of Shér&s
31 Sale and purehase

Cn Completion fe Sofler st el and the Beayer mgst traythe Shares For fhe: Purchase Price

frez fom alf Encumbeamens

Leenhiasarsong)
| EBSIRACny

Lengiisiyenayy

Footnotel$

Purchase Prigs

Initial Purchase Price

@ The dnitial purchase priee aysblo for the Sares i $LY billion (Fuitie] Posckae
Frive),

() The Initfal Perchase Prize will be apporfioned 15 Tt
@ S2097 billion payablo for e BerkWea Sharee (T Vest 2Py arg
{K) 363 maillion payable: Gor the StAmAraws Shres {51 Andrews -I!’PJ; and
[E1f5] £2 payable for fhe HROSES Shares (HROSES FE

Adiustments o brifial Purchase Price

() Coneepis

Completiva Net Astet Amot of HEOSES mear nat sseats of HBOSGY o
shows in the Completion Butane: Shestz,

Comypleton Mot Axet Armoemt ol 3% Andrew™s menns sorumlidated oot asseds of
St Andrew’s and its Subisidiaries s shown s the Compleiion Bulatics Shasty,

Net Axset Amount of HBOSGS menns rat smets of HEGSES 25 shownin
FBOSGE s sronn! Finamiestal staternenti oy of 31 Denanber 2007

Net Asset Aot of St Androw’s mesns consolidited net sasels of St Andrmurts
and g5 Subsidieries a3 shovrn it St Andrm®s mehagenient ascomnty &y of 31 Angnsy
2068,

HRE of BeokWest mesmy tho “Fi errontsd ey | Capital” of BeukWest cabontatef
by sefetemne to the Complotion Balwmon Shiets, (B srelalivid ooty g

BWA of BankeWest me s ifio greutost oft

@ 401

@n 5% of DankWest's tota] gssets fas shomwn i Ghe Comnpletion Bulsncs
) shmtbmaﬂ&ingbackmsmfmmmﬁmmymmmm,
e denspling of the Bayk W Rcdmnnblq Profordnes Shares, io the
ettent that eoderspiion a5 reduced toted assels o aecordance with
elavse 17); imd .

(i the amuoued of BankWest's “risk weighted ssioh” caleulpted Sy rafirense
Yo the Complefion Belanne Shoefs b the Way S whieh st amonnt 5

=


IyadRafidi
Line

IyadRafidi
Typewritten Text
Footnote 19


&3

(=

D

&)

The impairment of customer loans
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calutaiet in accordanre vath APRAS s Prodeotial Sendards {refieotng
Basgi 1),

Olifigadon 1o ealeudals

“Fhe Completion Ralancs Sheet it be pregurd (nchading Sopankts belzuce sheess
(heing comsnirdated bedancd shests, I fhe case of St Andren®s and BuokWesh S
St Anduw’s, BankWest aod BBQSGEY, and the following amornts must be
oaleniged

(] . Mot Assar Amponnt of St Andiow’s;

{iiy et Assey Amonnt of HROSGS;

(i) NOEof BaokWesy; and

vy RWA of BankWest,

i gach sy aa at B Completion Dute,

Adjuiped Purehase Fiace

Tae A¢jusred Prrchase Srice will be the sum of the Adiustsd Peschase Frices o
sl of Bk West, Stdumlrew®s sad HDGRGE, To avald donbr, oac or o of
thea epmponent Adinsted Pombnns Prices nmy b nepative,

BaniiWel Adjusted Purchase Pyies

The BarkWear Adjustsd Busshisss Biice will bo the BenkWest TP subjcor bo the

Folowing adjnstments:

(3] i tae Completion Net Fundamentel Tier ¥ Rego is ks hen 6254 the
BunliWest Adiusind Purshate Brive will be the BunkWest BPP Seoreased
by the smonnt whish i determined fn ascordanee with the folfowing
Torniuga:

Ducreuse = {62536 x RWAL—NFE;

iy Hthe Completion Net Fundnmsats) Tier I Butio is higher dan £25%,
the BenkiVest Adiustud Parchese Price will bo the BankWost TP
inereaeed by the sheounkwhich is detemined iy aeordsnce wiik the
Folbwwing Serenla; .

Tgrrhse=NFE - {§.25% % RWAY or

$iy  ithe Complesion Not Fundanenta Tior  Ratin i equal t0 6259, the
BuakWest Adpusted Purcizase Prive wif bofao Bankiest 195

Bt Andwes’s Adiusted Parchaze Price

The Bt Andeew’s Adjusied Parohase Price will by the 81 Antbew's PP sublet to
iho foliohiag ndRus tazents:

o

) ifthe Complelion Nef Asset Amoimt of St Andrev’s is grester S the
Pt Assed Araount of St Andrew's, the St Andeen’s Purchuse
Price witl ke 1D 5t Andrew’s BP inoeassd by the smnousl of the: cxcegs;

{ii} e Cotnpletion Net Assct Amotnt of Bt Andew's 5 Joen than the Net
Assct Anvount of St Andvewrs, the St Andrew’s Adjusted Pacchase Frive
wilf b the St Axdmw™s JPP deceased by e smvniot of the exnesss

G8)  ifthe Completion Mot Asset Amount of St Andeess I equst p the Kot

Agser Aemcont of St Aadrew’s, the Sk Andren®s Mdfusted Puyehass Frice
WHT be: the S Andrew s PP,

HBOSGE Adjuyted Purchase Price

Tha HBOSGE Adinsted Burchass Pricy wilk be the BBOSGS IPP sobject tofie
Bowing sdiEsanes:

7} i¥1h0 Completion Fet Ausst Amouot of HBOSGS ds greeter then the Nst

Asset Semas of HEORGES, tus BBOSGE Adjusted Purclisse Prce wilt
b o HROSGS BF lweasad by the smount of e cecesy

(i} iFihe Compdetion Net Assut Amecunt of EEBCSGS I5 fess than thi et
Asset Amnint of EBOSGS, ths HEOSGE Adjusied Russhase Pricewith
o the SESOSG8 IR decressed By the nuount of the excess

(5. e Conmpistion Net Ascor Amunt of EBOSGS is el s the Mot
Asset Amesint of HBOSGS, ihe HROSOS Adjvsted Parchese Fricowill
Bethe BBOSKS PE. j

Allpsatioe -

Fibo SrAndew's Adiusied Parchage Price ot the HBOSGS Adjusted Pugrbase
Frivo or Both 5 nopative, s ibsoluls veue of the St Andiew’s Adfusied Poshass
Brive or BEOSGS Adjuwed Purvhass Bries or hoch (o5 the case may bey it
congtitis a fatther dowitennd sdiustment to the Adjusted Parchase Price for
gg}ukwm(ﬁmthhgma;:hﬁ%mt%ﬁ e payrent reguired wder clanss

4% Paymentof Purchase Price
. Fhe Panrdare Prics maw bs patd as Sflows:

@)

)

©

on Completing, the Buyer sust pay he uifal Bwekase Prios o the Sellorin
senurdince with slste 9.7 aud danse 2%

iEthe Adjusted Parchase Prie B graster than the Eaftial Peschass Piice, on the '
Mjasmu;ﬁmmt Date fles Bayer monst pay 16 thé Scller e amoust of the
diffcnsageg

ishe Adjusted Pusclise Price 82 Joss than the Toitfad Perchesc Price, on te
Adjusteacnt Payment Dits the Selles tmist piy £ the Buyer the smetnt af the
differeave.
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a4 Adjastment for certaln puyments
Aty paynent made:

{a} by tho Sofior to 3 Buysr Gronp Moo for 8 Wriranty Chalon
sk neh e tmen 11,4 or voder slanse §, will be treaterd ne apim-aty.
resdurng in the purchase grice of Sach BenkWest br 5t Andre’s Share, o5
npplicable; or

)] byt Buyer to the Seller trder clones 16 pr elenss 107 Wil betrestnd 2¢ 8

pro-rin. Incesase i fhe poschase priee of tach BatliWest Shore or St Androws
" Share, us sppiicabls.

5. Period before Completion
54 Buyoracoass

{=) Per the parposss of absarving the business cperatives of the Gropp Tampanias,
. assaatiog the Buyer and it Representatives o undetant the BankWest and St
Tusinesses ud gropeiag for the transition to the Huyers normsl woddog
prozuthires, the Sotler must procurs thak eitnilcedute of thifs dusd il Comphetion
the Beyer sad fts Repsadnfiiiploni i iBrsnabli sedest diiirpomal
. workinge Bowes {9000 fo 5-3rim foeat i) om yeasonable nofios fas

m e Acsotn, Pmpu'ﬁssanld reeovds relating to Bie DankWist and 5t
Andtew's Brsimesyes; and

i all afficers and ssnior employess of sy Grovp Company durjog
bustrmss hcm_rs_

provided that the Sellor innut oblfged b eonyply vith this thaass 5.7 bohe oxtent
that ghving stich atcoss would cmsb mutneel Sdpiiom b or bove o mepsrind
adveras offect om, fhe dey o day vonds of e Bink Woul 20 8¢ Andrew's
Busintssss or constitvte a brench by the Scffer or say Growp Company of any low
(roluding bonbon/tastomer obligatioms of confidentialiy) or of the fars of ady
agreemint towilch it fs party. .

(18] The StHer mmst grovite the Buyper it rs;unﬁ-;iyqudm up as by the amennt of the
Rigle Weighted Aserts, wiscl will be calertafed on 2 Basel 1 boeks sand witl oxs fis
-best eadeaminirs to provide estimates oo 2 Siniphtly basis Trequested.
52 Gontuct of Business

HMotwithstnnding ofowss $253.3, the Seller must proturs that vt Completion:

fa) exsept with the prioy compent of the Buyer, exch Grovp Company copdicts the
BankWest sned St Avdrew's Bushesues iy the cydibary and waos} covrse sonslsent
with ity nseal bosiness pracfiors and doce nol vkl any shenificant change to the
saturs or soel of any actiily comprived i e BankWest andt 5t Andrew’s
Bosinzsses; and

(3] sach Grotp Company conselts with the Buyer with respect to all materjal destings
briwers Gronp Compunies sud the Seller Gronp Mambers.

AT L il ELL R Y 18
DRSSSELLLECe Y -

itetm SR e A GG
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53 Reskicted condust

The Selter wust procuse that befirs Complefion, sxeept With fhe priur cossens of the Buyer,
enth Grogp Compeny does nok

(=) fosues o eflot iy share capitdl or opfions, Securifies or ofher rights convertble fnte
share capits) sther then to anpotfier Sroup Company 85 necessary ho rmeet any
prndentin] cequirscnonts. for capits? sdeqimey or salvenoy;

(b} Yy back or ednera any shares offee than Yhe Bk West Redocmable Profirowe
Shares or atherwize redvcn fts share capitd or grevkie tintmiz) weistme for the
soquisttion of 15 own shres or shensg i By bolding compary;

{c) decTare or pay tay diidende of other diskibufions;
(@) alier the provisions of is consthetion;

{e) Hepose of or create any Encumbvence aover, o decfets el the Sustes of, 19
ratnriad assob excipt T s ovlitery cotme of tenteess

[¢#) in gt With 513 Girown Companits, #nter brte sy copfot or carmitmet
tequiving 1t bo pay s than $10 nilfion or more dhen 52 mifTion por snpum for
trinrp Him § weers othar than i the oxdizery conrse of its business (ach ordiney
sourse inateding Yerding teamemchime whers the Gronp Clomtrany Jx scting 35
ereditory anet {he entry it fae Toace of pressfars st Rafne Square, Perth;

) s aggregate with aft GroupCorahanfes, avgyire or Alipose of any assote, whos:
spropabe value sxoeds $10 million ather thas fo the trdinany conmspof businesy;

a} £t RAY REW prrTEnT srpiopar Witk 2 tota] ahewsl rermumesation fn extess of
SAT0.000 per-arinum except I acoordance With chiredt perstrma! privtices or i the
prdinary coutyy of business;

(i) fermainate or snoouape She vesigaetion of amy Swployes, svoept in 2ocordmes with
cvrrent poastnel practices orfor good cosy

i ond that pasie Sedler Grooy Megher does nof, conced ay existing fnsemmes poficy
i the s eof o forthe heneTlE of the Grony Comprty ualest » repladement poliny
{on tennsto bum favernbls to-the Seoup Company, Havaiiable T fie market
fitacs) hag beots put 1 pheny .

(i3] revalie ifs smschs other i i acenndancs with sy teeownting methosd, practios or
preiple nsed by the Teoup Conmtpatey 25 at 31 Aggest2008;

¢t nfor amy papital enpeidiinre or vadestake ey copitaf expenditure the? iz In cxoesy
of $18 milion; |

o} vary, teeminats or $53 fo renew ampol His contracty, Awifiorisafions or eomedinsals,
meept i the erdinary oourse of bustiusy;

g NS LA "
AR EROMES 1Dy
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(2} shupge any ssowmiing feeidiod, pranlice op poiple ns\e& by irorthe kasis on
whd

ch iy fees s charged orenits e bt ek Grong Company ead
the Sgiter Group:
{o} s oo ey eredit ndated dedvatives, srodit ek or offyer stnflar

syathetie inshiuments, srangamets oF frarsections loweting Risk Weightod Aseets;
or

{p} wetharise, or apres condifionzily or oiherwise to b, tny of fhe things refemed o in

this clanae 5.3
Daspmaiku forogpliug, exeept b sctinto thoralicer of bunolise n rélativn to wilidhi therk,
oxists » binding LEY o §

fitout 0F premiss, the Sellor st RESHHLE I spastiompanslon sty witkicis the
Buyer*s pror WERIST: SGiRRit, .

5.4

8.2

63

84

Separation principles
vaiview

T purties ecknowlodize that 2t the frns 0F sxecuiiag this diod thay kave pzresi In prizeiple-
ag o the Jepenriad Topyl 1od cle efferi of e sade of Bauk West and 51 Andrew’s by e
Soliorto the Buyer. The jinsiples st eul bolow e desigoed to Shoilitue the econtiniz
pepacation and Hy: ovdedy wrntiton of G BankWesr and St Andeads Brsinesses fo fis
Eayer, sod 1o onaire thag the Infasturtos aod opomting Bswts soguied to operate the

Fetnioed Brsinesses arc made svikdlets the Peliee sl the s agd operating assefs

Fecgiired s eparnic The BanlotWost sed ¢ Andrew’s Businessss are mnde ivallsble wo the Buyer
B GIASSATY. -

Srparation agangemenis

T Sklleucd éhe Buyor: apinstseting: B gl Haith, o plimagnsiably covlen Wnes 10 BroGED
tbsi & pmidion of s opetions, {fndienorthe BankWest 1nd St
m - ﬁ*gm > mmmgswm pepracticuble fotlowing
Cﬁmpiﬁimh& roaed o e principles sut oud in chsses 6.3, 6.4 snd 6.5,
Buyer to scqire BankWest and 5 Andraw's Businesses

Op and fiom Compleios.

{#) - iheBueyerwill eeqaiie the itk end mm‘:m&ﬁmﬂﬁzmwm and St
" AndmwisBeainesses and

&

Selier fo rotan Refained Busiposses
©n agd from Complilon:
(z) the Seter will retolb the ¥isk aad sooinmit buneft of e Refbined Bushysssos; and

Lot SRS . 2
EF-Capy]

Loallaigiaing :
SR S il
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{iy mﬁfmmMBammwﬁlmgliwyW 1. sharcd
serviees 2ad other opermtions RRcessary 1o confinis B3 sespesiive opcrsmom i
Mm&mcwmmm&pﬁmmibmﬁm

835 - Servites aifertransifion period
Subjustitn the upviiois SORERIS 4 any SEvip AR RS ey Tk ConlEs bekivven the
i Companics sl Fatler Gropp Compnwp*mrmwuihaﬂ & igex: feriad:
st m%ﬂiaﬁbrﬂ{mmx b 5 e i Are Contasnid v
itk weerptablc e,
&8 Spacliic pxincip!es
"Fhe detatled principhesto be agplisd to fie ssparpiion inmlafien i specifiz aoseis and services
are st i Sobediled o e deed,
. Provision of tmnsitiohal servives
1.1 Transitional Serdces Agreoment
“Ths Seller and the Buyermnst yes i nagdnible (pieavors i agres a5 sooh & possible afier
he date of iy dond, 2pd B any evens bufons Completion, the teing of o wanshiionad survites
agromeitto ke r.ﬁb_i;.zos Complenon seiiag ouls
(&) the matter to be Mmphvmenied 2 Complation, in scourdange with the prindigles of
Seheoduiie 4
() thetemos op which the Selfer Gronp Members and BeakWest and St Audnwr's sanst
proyids the Servines o cach othor diring the Sevvls Porod; avd
© :
ﬁ-m‘lhe npms,mm apd Taiiics @ﬁcmﬁmm
#n each ase porstavent with the peinciples seout I wlass 7 sbove,
7.2 Fajlure o agres
Tebe tormy of the Transitionad Servives Agretinat ase not spreed by Canplegon:
(13 e Baryer and the Seler teust wae all recsoncble sndekvoles to sges e tegms of
the Temssitiond Bewiives Apreenwat a5 soon a8 possible afier Crmpletice, snd
] uirtd Bis temes of the Teansitonal Servives Agimwz hive been, ajgeed latises
73 mod 74 will mophe
7.3 Confinued provisions of Senvices |
It torms tasd contiffons of the Transhfor Seivines Agreament gre nor agreed by
Complefion
gt RORIIINTS. : . 2|
DS GE Eoy .
Leaggaisaignr)
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{2} exeypt et oftrovise requested by RankWest or 5t Andra’s in wiiting, the Sclier
Tnitst Wen ot eprontshle esdmavmnes o eovnrn thateach Seller Sroup Member
provides to HrakWestand St Andvenss thase services thet wens being provided By
ench Selfor Grovp Mesnber to BamkWest and 8t Andrea’a belore Completion; and

{6} welteyt oy vihrewise roquested By & Sefler Groty Mewber fn wiithy, Teo Biper st
use 2l reasonabls endesvones b engies thad eacls of TaddWest and St Andmw’s
provides to cach Scller Gronp Messber thuse Stevloes thot were Befag provided by
Pk TWert ind §t Andevals to sxch Seller Group Mexaher bhefors Complefion,

in saeh oz for & patiod mof edessdiog the Services Perfod aud I socordanos with the
5ot out chmse & sbove, aod o the et not Shoonsitent with i poinciples set oyt

Hr citese 6, coosistmt with the ferms applying to the provicion of feost servicer Inmediately
fsufiores the date of this deed

Charges for transifonal services
fa) ‘The provifon of Services by oifher pacy witl be ehﬂrzﬂd to the reaipient atoost. _

{ty Tixed #ne eperating assels, systoms and Taofiitics lield by oue parly that are
mmssasyibri!m mwimtafﬁ:se ber party's busmess“ﬂlbnmadaavaﬂablc at

1 inhility for the pmvfﬁ?oh ofsaf‘fﬁces

The lishilily i zorpect of the prowision of Sexvices, zjmnumdrmabyehhw
mﬁﬁ&wﬂaﬁ:mmc&ﬁgcdm%mwoua{ se Serviven, operaiions,
ggstmsméfamﬁtm

Separaﬂun and:fl;ansiﬁcn cinnm}ﬁéa '

Tropty fofuwing the exeuliyn of thig deed, fre pardss Gilf ectablish 2 separation nd
Mmmmmmastwafmm&mmmmpfmﬁ:gmm e partios I
ekatian to e orderly soparstion of S Prl(West and 8¢ Androw’s Basinesscs Bom e
Bedined Busineises. Tho commling, ante asthished, will fevnmie in svisiarie ot the
earfir of the termfiation of thiy detd and the end of the Servises Deriod. Both efulier and
the Ramper Wikl coopstity i good it md vee thelr best sndeavens fo projgross the separetion
snd trarssition Tiy acoordanes vl e peieipkes sot out i fonge G dhove. -

The gpecific fimcHons of the vmneaities Wil bt ne follows:
(4} b Fnatiseand fmplethsnt & sopRention pla; end
@) to B the Transitionsl Servicns Agreomont,

Completion
Time and place for Complation .

i Crrphetlin must foke phite o (e offioes of Cliybor Ubz fovated st Eeval 34, Mo, 1

OConnolt Steot, Sydney ot 1-noead s (Sydney e} on the date which 1s fig
sulieraf

Lo IRSIS 0L ' n

ke 555 Dol Brmendrpate SO0

3 12 Dagember 308 and-

i 7 usinage Py ador afk of the Conditions heys been satisfied or waived
i aeeonlames with elauss 22

v gt soch other placy, date or ime as e Selfer and B Buyer agres fn writing,

Provislen of informalion hefre ﬂnmﬂeﬁon

#32
The Bayee mitst provids fo Gy SoHler np fater than 3 Basinse Days heltre Complttion
’{&) e ymaes of v & ireptor, sececbary and publie offonr of eech Brosy Company Fat
" the Brayer doos ntef reguire o rasign on Comapletion; sk
{t he numes ofesch person that e Bryer reynives to be sppoluied s & director
Secertiny vr  priblic ofintr of sny Grutp Cmmzagmxwﬁhamed tensant
wef I thet caperdbn
83 Seilsr ob!}gaﬁms priot fo Gompletion
() Sljasstlmed e elermust o Bask e 1o codeens the
Dkt Rectesmanble Briliseribn SIS AJTos L bisinie Balietogy
PrarkWest Redecmabiln Preferonce Shavds Armount 10 the Sefrs Guusrator st
Coamplelion,
®) T Ancerdance vt the Terms and Copditions of the Reduemable Pofrones Mhars,
redemption of the B West Redermaltle Froftine Shures canmod tafe phace unf)
coshy of the following Sondfions hmve Heon affafind:
3] afl asesssary approvals sre provided by APRA, in sespectof the
redempifon by BaniWes amd
ey “BawkWest gives the Selle's Guermtor nof rore thow 120 dayy snd ot
Teas $hen 30 dayy vaditon pofics of he date on which the redamption of
the BpniSest Redeentable Preforence Sres i 4y soour.
LepsBiOYTIsasLE. w
HSS0IGES A
PeedMATIENY

Fhmps Sale Dend Armdirents BOG
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5.4 Heller Obfigafions at Compiloticn
At Completion, Uss Selfer st deliver to the Buyer

(@)

@)

b

{e)

@

(o)

@ .
@

sormpluted Satsfins of the Shars fn fvowr of the Baywr, or s the Buyer discts; as
trenadres iy Sxoentod by fhe vepistrind bolder ag mnsfror and shiwe cesifipares
o duly sxecuted Bulemnities for fosf shire conifiosius, in mvpert oF ol Shancs;

conglzed spasters oF any shres In 2ay Grosp Company which aee mngstcmi
izt the e of angifier Group Company in davous of fis Buyer or 2 the Biyer
ditacts snd shaze cofificaes for such shorsg

wmmﬁwmmmamnp Compacy which are repivsied
e naws of stetier Giup Company But e Buyer requests &5 ba tenfured
Hiceetly to the Buyer Group, I frvoir of the Bryer o7 28 the Buyer direcrs and shans
entifjextes S stk shaces

aif stnhtony repiotess, mimse broky nug other renotd bosks, financial zecards.
Tncluding asset peablus, mEtagcment scommls, budgeis, iedgers, Journals, books of
sacpnpband ofinr seerds of veck Grovp Company aad the common seal, #any, of
earhy Gy Compagy;

alk devamints of Wiie 0 e pos\wasaon of'p Gronp-Company relating to the
wwazyehip of 5 Growp Company's Assete,

sibjeat tohe pbyisloms of the Trousifionsd Seevices aignsomenr and ohinsa 7,
passvgsian oot Fropery, s kevs 1o crbk ¥ prty sl ell e doctmentésad.
ﬁ@mﬁhd&%}uﬁ&mmywmummm&ﬁmﬁ@ of

2k ingwance policics and santlfisaivs of corrency in wh:mnmaﬂ ety held
by each Company, &5cLpt i the cese oF iy golicy beld 2s gav of 2 grong
Timegaie Eeld by gy Salier Group bebar, in which case fhe Soler wast
Sedivar ta the Huyer & copyaf tat pelizy and cefifieates of cunency;

fhie wriiten seafgnation in 2 Tomn to be apreed by the Buver and Selier of each

- Wcoyer, seueinry nad public efffearof vach Tironp Comprty excepttor sy

directar, seretary o public ofifoor noffied by ghe Buyer uodee elasse 9.2{k) sad
who bes agrod 1o femsdn i offfos,

dﬁmmmdmrmmabiquuwdbyﬂmauy&mwmmwmammoffr;nh
oy ompeny O i danee with olwss 13.;

didy signed irrinutes of tach iiseting convennd ander claused & and

&H docunents required st Compleiion 1o comply Wil the sepamiion 2nd
Sesitons RRaesewniE sat ot in Sluoses 7 2d 8 aad Schednle

an mmwmmm afthe Tex Reftasc Deod duly exeonied by s Seller and
sach: Group Company sad decupcpntion evidsnang io the reaaneble selisfntion
o thg Buyer the payoeit by each Gronp Compasy of the st determioed fa
ucpomiancs with chase 1937 ang

P

120

e b SR icsrRedirbledef PSR RS erssferdrtn iy Buyomin

a
4.5 nahve;ymaﬁmd

With the- piice waten chasent of B Boyer, anydommamarethemm spreliind B clause

2.4(bg), 74e@), 2400 or B.A{ef) may b delivamd to the Buyer by leaving that doosmment op

ntherﬂemmnmﬁeaadapsmmmpﬁoemmﬁwummslemwdatﬂm

Compleiion Dats,

98 Board mestings

The Seller must grocers hat on of befire Completion 5 meetiog of the dieotors of each Gronp

Company i wopwsied wad the Srecti maslve, subjest o Complution ocouming:

{8 . i i

) ma]s% wmsmmamwssmmﬁe
RO Shams 7 ,4})’ ‘_‘; ‘30 ofmdu@pwahkmﬁam
iezasig

W i the cus of cach ather Group Counpany to spprive e repithaion of the Buyer o
ity momings a5 e helder ol sy shares Bt Geoup Cotapany i sespect of vwidch
 ansf §s previeed by e Solierandee oasce 5400 onslayse A} subjest to
“paysacat oF kioy duty paveble ot the brosfer of those Shures;

(6} tmswoand o rosiguntion of cuch dicestor, serelary and public eificer of sack Croup
Comnpay Whise tesfpnazin effictive fom Completion 5 o be deliverd under
elzrge AHa);

(& mww%mmpu&aoﬁmsofm&mmm
pemonm&ﬁﬁdm&wi&useﬂ{h},m

{3 B ey v SR R % GenkaiEled-
mﬁ@a&mﬁrﬁm&%{ﬂaﬂnmﬂmm@sﬁmmﬁmpmmmm
Tsvued by BrukWest prior to Completion i vespect of the BankWest Redsciablc
Proferenco Siaves and the caneeisfion of the Bk West Redeemabie
Freferenee Shares snd pay o BarkWest Redeerizble Prefizence Share Ammount i
hi Salfcr's Guasamios at Donpletion.

8.7 Buyer obligafions i
At Comgletion tire Buyer rmust:
£y} .pey th fuifist Pirchase Price 1o the Jeffer
Eogal I35 EY
DRSTBISE 0
Ler A RIRSDR ]
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53} Fupplisalie pgyﬂ;e BinkWent Redesmable Prefiromet Share Amobtint i 25 Seifer;

121

. 841 Remetfies for faflure 1o comply with nofics
(e} procire that each Gkoup ooy fs previded withimuch fuds as are gecessmy to * . .
5 & i the Defratting Prrfy fails bo comply with 2 sofice given under dlayss .10, the
wpay 2l interomptny mdebiediess oved by vach G Cwmpiny o any Ssiler p . ] - N
Creoap Member In aceedanco with ind sbject fo the fmit specifed & chure zg ?ﬁﬁ?@gz’m’my withent Wmiting e other ights or mmedies aveilabie mder this
{d deliverto the Sefler a1t doctements reqoired s Complation o comply with the - . ) . Teing Party nizy seck
sepbration mnd transiionsd armmgeetay set out i olauses 7 and § 2nif Schedwle 4 =) ﬁm"; of m;gmi mma} q‘;ﬂm}g:m; Wil onse the N Defulfing s
fe) is&'mto ‘J:s S::!lc; ;r:mmaﬁin ;‘i’fﬁﬁﬁ ;g_e?* releass _afmb Stilor Goorp @ e spciicportossomos o this dosd, in which eases
; : ' @ i sponifio perlumatce 15 oitned the Non-Defuling Party may slse
58 Payment obligations Y ok dsaggs for bowmch o s ek md o
{2} At Completion, the Sellers Gharantor mut onswe et all amotets peysbis by or : Wap -‘ﬂcw Syttt o ok ohfaised the NewTrstindting Parly mosy
ot Yehaliof 2 Seller Group Menber by atcotdancs with clease 12 ent paid o the @ mm?ﬂmmﬁﬁgm in which case 2!13%&&!:1&!&5?&1‘!};#!&}'
Buyer. . ek dermages for Sreuch ol diiz deed. :
o At Complotion, fhe Buyer must Fund fh net preyamcht of all amotmts payable by or 942 Tifis and nzk .
on $ehatf of the Gromn Campusties T aectedane with olass 12. A -
; i o Heial ownorstay of and fisk iy the Sharmewill pass from the Scller fo the Bayeron
=) Complation.
s e ol S R 10, Adiustment to Purchase Price
AT TN N A LR - ot 7
e By S e, . o 194 Prepasation and defivory of Completion Balance Shets
2.9 Intardapendance of obiigafions af Cempletion “The Selier mustprepase and delives tofho Biyer 1o faber fha 40 Nosiness Days affer
The obTigaons of the parfies under chasses 3-50.4, 8,7 2 S75, are interdependant a0 Cempietor.
ﬁims.ﬁ””” gﬁ;&iﬁa, Pﬁmrfﬁ;ﬁyobﬁm ‘3’&%& (3} a desdt comsoliduted balsove shest of euch of enkWest and S Androv's andﬁ:;ir
it any o ersights of e pectos, Completion I e ot to bave ogcunvad sed any Crmatetion B :aict::ad;gﬁ}mg% e Pty N;e?gi%e e ot
docusren "i;g"m‘ﬂ ‘;”m"’“*“‘%‘*”’ W{‘E‘“" Horchiisdid .7t 2.8 mast by Witrisgemant snd the fems Net Fundzwienttsl Tier 3 Rasio, NFE, risk woighted
Yo Tt puty that elivered it o7 paid | xssets, totaf azsals and ratfo of fck wolghted assels o tola] asvess el peepared:
$FComplesiin doza ot oveut in ascordanse Wil this clmse § hrmstof the filws of agy ‘B, e o o SRRV o sAcid eny yoe-vodifey s
pary (Hhe Defuniing Pariy) to satisfy any of #s ohlfations wader ths ofoge § them ) i e b Baniifaattashe Buier o
(4} theRuyer(whare the Defsulting Pary isthe Sslferor the Seller’s Guatantor, or
&
&) - the Selie fuere the Dieluilting Panty 1s fho Buyer), '
{in £iffier case the Non-Defunlting Yarty) tay give Tie Defiulting Pady 2 noties requiring the
Defoniting Party to satishy Giosecbligalions Witkin a perind of § Business Days aiter the dals
of e notie amd speetiyiep that tae fy of the swence tn elstion o tat nofice.
.,
(7 tho Rocovmting prin ples, polidies md groctices adopled
by the Cretp Compardes tn the preparatfon of the Anctoats,
- and
sndiaeant ELl ) ’
Wﬂe&m«ﬁ-&mn i ;?alom;{ml -4
t L . O ot s A
=5 " ' @M&Mﬁm
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(i3 i the imdont that the frealunt of agy jitm js ot doak

with i the peinefplet and poliskes cafored by I clases 8.5
HEBIERD L, the Accouniing Stoudards n forcs as st

Complefivn,

{b) the safpulations i aemcdance with eleusa 4.2b% el
{3 EMW&WPHM Prico, the 5t Antess Adused Purchase Brice,

HBOEGS Adpsted Porohase Price and the Adinsted Purshase Price (sim
Caleutatiany),

Resolution of displiss and finatissHon of Compietion Balance Sheet

T within e 40 Businese Day perfad seflme 10 i clzose 504 the Buyer gives nofice wnder
ol 10.4(5) {a DEspute Mo tiee) hat B Gspuiss suy fiwm i tho Diaft Completion Bslmsce
Sheeis andfer Celpuiations {each = Dispited Xiem) thun:

ta) s Dirait Completion Baknss Sheets and the Coloulations are 5w and conlusive
o all matiovs spreified o thera which s not specified {n Hie Dispute Notice;

& fhe Buyse snd the Scller mist ooty 2ad uzs 1l rensoniilo eqdeavours £ mosolve

182 Reports and confirmations in relafion to Dragi Completion Balance cach Dispited Him vithin 36 Hushness Days sfier the Dispats Notics I given to the
Shiots Pueyer;
Tio Drngs o mpfotion Batasm Sheols and the Ualoutations test: (e} ifany Disputod Hom Is gotrwsolved betean the Buyer oad the Selies vilin ihe 20
Fusinesa Day porind fefwred to o clauss 10.5(B) thea the Dispuicd fteges innst be
& b inded by the Auditie pazied by 2 Speatal parposs audit repoz, I vefored ko a frm ol ateovatants aigeid by the Biryerand the Selfer inwitiog o,
compliance with Australian sudit sacdsrds; ang Feiting wock agrocent within 10 Bosizoss Days; appoduted by the Cluinman of the
Frstitts of Charteced Accosutants b Austelis, Sydaey braoch e Bagrsty S
{b) h&mvamme&hymmwaﬁadmmmmmtmﬂmmma resitsion in acsordanes with okise 10.6;
oplidon of the Anditer the Deafi TFealance Sheets sud the Calouduions
Jvvis beon propared Bn conplianse with the provisions oF this deed, i) ﬁnbmﬁmmﬁcﬁwsﬂm%wmm&m%ﬁaﬁmmmhcu&mwmﬁm
. - ) fhm Besolusion OF s Bisputed fens fesnived T sovordanee with sless 20.5(0) and
103 Assistance from Group Gompanies sz detericinmion of oF Dimpated Yons deiramined T aceomtance veith chnge
10.5(c) and alanse 10.6; and
Thy Buyer st from fs Cosopletion Dase uotll fhe Complotion Bauncs Sheers bave bezn . )
Eralised in secondancs with tig cluss 10 procore thas each Growp Cowpony provides ait (e} " the Dyait Complotiom Balasee Shoets andor Calorlitions as afjusted wader Glapse
esalstanre umﬁmmﬁesmwmﬂymﬁwmmoﬂhﬁm 1 0.5 (t) will wenstinegs e Cosmphefon Baluncy Sheets pad Calppiations Tor the
*10.1, including by previding scoess fo the Seller and the Ssller Accountads 10the records purposes of iz decd.
M&%mwmm&MmBMWsmdmm&jmﬁww? .
Comypany gad the releyant prmises. 308 Detormination by fhe Expert
W4 Buyer'sTesponss to Drafi Compisiion Balance Shesls The Buyer and the Scller must pocurs that the Expert determine the Dispied Jiems fefemed
] o thi Export nider clonss 20,500} in stwotnce with the followiag provistens:
e Bieyer ouust within 45 Bustness Days after e date oo which it fecsives the Dreg .
mwmmmmmtmmmummmsﬂam (€1} the Buyer aad the Sejler must hstnct the Bypert 1]
() ﬂanﬁgma:zhcﬁmamm“& the Dinft Completian Balwoe Shests and 9] secide ik Dispricd fna Ja sesordaieo with th torms oF this deed and
Caleulntions; or Wmmmcﬁmb%mmymsmﬁmwm
) Duys after s Bisputed Jtemns are refisred to the Bxpery, atd
- stating that the Buyerdovs sot Witk the Canple
@ anafqu@ﬁmsmdspmﬁmg;w hthe Diat fion Balaaes Shovts mudf { provide & 1epor 1o the Buyer snd (e Seller stating the detemminativn of
m&qpqtmmmmﬂmpmh&l&mru&nﬁmdaem“g
D mc_}ai‘b&mm‘hcﬁmﬁ(lompiﬂion Balance Shewl(s) thal 1t degpaitcy:
& . ) () theBupertmustdenksis the prosssiuas to be foiloves fo determine che Disputed
Ahe gromnds o which i disputes each such itewmg and _ Teeuns roferred b the Bapert;
. B propesed Rdjasimentfo éach item which it dsputes, &} meawmmmmmmmmmwwwmmm
o B irwd by the Expert 10 dederamine the Disprted Boms
é&g{&mﬂd}witm Dinft Compleiion Bolnane wmmm
i opielig By podod seferad o In
G 94 ok mba&gm?mﬂddmﬁw%ammg%?nngﬁmlM{a} eosrespandence betwosn a gty wnd e Expert & In writag and copied
crl&%)ﬁmtﬁubm&%mp[amﬁﬂm»&hmﬁsmé tha {eiollitlons will donsfitatathe @ :igme;paﬂies‘w i b pelcopeste
MMmmM%mwmamwwmwmmmafmma "
LaputRTIASHERE 24
; Bl EIZERTL - E
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] the Experd acts a5 an Independest expert and not as v arbitrator and the decision of
s Boepert it finod ted hinding en fis Buywr snd the Seller in $ho absemes of
smanifest ervor and

§) the Buyer-mist pay ihe costs of the Expert, except whers the Adinsted Purcing:
Puice as diectonedin the Cenpletion Batance Shects after the dedigion of the Bepert
in equa] £ o greater then 135% of the Adjosted Parchass Pdes 23 discToserf i the
Dyaft Completion Balancs Seels, and in (haf case Bz costy of the Bxpert minst be

(&) provids that e Seffer oy Saller Group Member wives the gualiiimg pedod In
seotion §34(6) of dhe Workplacs Relations Aot F0DS A0} fn respect nf any
epplication rade by the Out of Seopr Employaaunﬂur seatfoan $43(0 ) of the
Werkplaes Relofions Act 1995 (Cﬁ!); [Carii]

i provide thae by aoorpting the offer of emplayment e Out o Seops Beplayes will
be taker o resign From his or ber employment with the Grovp Compuy effective

123

paid by e Seiter, Trow Cotap letion,
41, Emp!oyeeﬁ 413 Secondess
; The Bayer may requine FBOSGS (or ancther Buyer nomines) to ke, pricr £ Completion,
A Offer of employment aur 0ffer of omployment s ay Seaosdes, mnguywmm HEBOSGS ﬁaﬂuﬂmmm’x
tomnks an offerof tog ey the Selierrmact spentveee the Secondee to
e e et e e R SRS
@ wboorsrrmsentblprastiothinalivr M%‘%‘-ﬂﬂi : d; » m?_m“-gm {5 the Ccmplut'm Balanoe Sheet st inclnic an amout equl to s ?Hcaly aumed
B-BaiRessBnvnat Mo dntc st dilednidi ottty net of s and
) i of tury pecrzon who | ey ar Ot o Sonne Frployens aftes the dubs of b the Saﬂafmw_pagrﬁmﬂuyurwmmﬁtym&@_ﬂmoﬁermmwc!w
- mmi and prior to Complétion, 35 Soon 25 sessonably practicalle oRor the data 11 3o demend fn smovnt s (04l Endupnified Losses sulfired or oured
anwliteh that person becomes an Out oF Soope Brployves and in iy cvent within 2 byt Grouy Compariy atising ot of o n eonmecting with fre tevarination of
Busistss Days of that dute, snplayment with the &ﬁw%pmﬁf'm}'Mm
14,2 Terms ofoffer of sonployment 1.3 Buyer's review rights-
” . Within 5 Busteess Days after the dote of iz dead the Seiler pimer provide 10 tha Buyer s diaft
o o of caplyment asadl by the Sfler, or ot Seller Sooup Mennber noeiiasicd by oftbe offoferplmanest b repaced i el with shcses 1.4 2nd 1.3 and givs
v ) ) e Boyer emmﬁewr&a&ywcmmﬂmm
(& bovondifionat o aed offeative from Completion: 445  Acceplance of resignation and refsase
{b} becmd'hnm!mtheOﬂomepanplm’sempmmﬁmﬂmep O orbefare tho Corpletion Pate, e Seller rbst to that fhe v ofeach
Couppany sot cansmg be&mCump!eﬁum b w&nﬁng E;pbyw:e oS EE eeployer of eac
{) e on s {3mlnﬁmg mmzmwmmm) theat are substoniially coepts ; eonlErin )
sivflar 2nd 5o kas Svoeeable, cousidered onan overall basts, than frefems of {a} 8 e resigpation of that T g Brplayee; sad
44, yraent obdigatio
{% he forz role St Is compareble or supetior fo the existing positica of the Chf of 18 Paymentobiigatons
Soupe Haployes bafsme Completion, taking nto ecomt the employests arley, On or befovs the Completion Date, the Solfer must procue that the sxydover ofeach
skills en:ui expetience and the lorsion of e vole “Tramslerring Employes pmwariumpmof that Transferring Erployen:
& prevvide the Ot of Seops Ensployee with e sasae o superior salary: {a) all amisupts fo which ts Transfeing Bnployes is entiled fother fhas fhe
- Empioyu Entithoments) imtndmgwam selary, allowanees, sapermmeation :
43 provide that thy Owt of Seope Bmployre's serdfos with the Groop Comgreny will be oo and or siizing ot Comipletion (evhotior avieing
tremted o8 snevice with the Seller ar the Suller Crowp Mlentber for the pivpose of all by fawr op waider any swand, agresment, covtrast o axtasfment) in relaﬁm tor thelr
srrvion rolated enlitfements wnd the contipaity of 'the Out of Scope Eaployees erapimapent i:eﬁ‘)m Compfrtion; s
eaplovmaent oh the Gevuy Company sl the Suliar orthe Suiler Srovp Momber is
drernd 4 b ubrokon; &} m&cm#hmﬂﬂm@&mm_wﬁwsmwﬁﬁm&!!mdm
for pavmieot it vespest of any prriod before the Complefion hite.
LT . 0 ' . )
B ST hegaWRRZISOES 4
. . M%T—-ww"‘
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‘/“MI -
1.7 Selers paymeni obligations
Wity offies fiom Completion, the Sebfor or Sulfer Grougs Memhor must oy 10 2nd in ceprct of " 2. Repayment of indebledness
_ eagh Trasfuing Bmplyse as‘zadwiwnﬂfcy Bl e ') Sebiecs 1o lesse: 12{dg), the parties gvee tat irmmdintely piior 10.00 g
{a the Brployes Botstinments of that Trapsfoning Baploye; Completion:
(b} eltacnud kavs, longservice e and possonsliviser’s leave of fhat Trensfowing ‘ @ g*mpmcmﬂwmm& ”dmﬁ'mfw”wmmwﬂmwmw
Employes aettiing sfize Compielion; and g, mo@mrwmdmmm
. . o aecondanes with pacagraph: § of! nie 4, wifl be elsed ent in
) ol weges, sabiy, elloweades, stpemamnton et ibutions, sammissions and obier atoord s
paymunis of erch TiznsHuring Employee sceming afier Compicrion. Ao with uppa] markot st
Z subiect b iy APRA sqppacsie) requiedt In reletion (ot subontinated
.8  Nen-Transforring Employess ; C ‘ @ ( mﬁ?ﬁ:@wmﬂy e
On ox before Conplesion, the Seiler Faist provate that the expsloyer of each Non-Famstorring . Q,w
Employss: '
‘ mmmbmaumﬁmmpwmtmmﬁ a;spiy}r.
{8} temipadcs hat enplpyesd's employment with offec Fom Completios, G albiot by chigoe Igwm@ amﬁmwg W”BIMM 2 Salley Gmu& Membertn
Giroup Compeny Wit b paid In full by that Sellor Group Membes
(1) mmmm:&shwmmﬁaﬁ’hmpbyxm ambtit o Benefit the a,mmw,g aneTied fatress PRI
> mqﬂmwmﬁﬂmmiwﬁwmdlﬁmgwagmmgry ellowances, alf bopos . - 'gﬁgm} butio bruck sasis or pordliies
piymenis, WWWMWmmmmwwﬁmr ’ p
- cmpinpment: aad ; . &3 siateit-ehaute 020 BaokWest will sedeem the BankWest
Pedopmeblo Prfrence Shames for the Bank o Redoesmabi
{c} jiys oF provides b0 or i respeet of the empluyes any smowd orbenefTt the Preferaes Staze Amot which Wik be peyable by e Blaa:r:m
saiplayes is colitied bo reesive i meladion fothe torminuion of thir saaployment, Conghetioe.
‘ Fhgasronpeitend e Rliiiod Iy ropEhes i 51
M8 Sellsi's indemnity bl dvedrer BN oS o _' W&%«;ﬁwhww
(a) The SxHer must pay to the Buyer o HEDSES on demoad an asongt egl 1 af
Indemniffod Eosses odied oriacumed by o Qoo Oempany erfebe ot oforin o
coaeeting with sy clainm by sy smployee of thot Group Cospaty S sy (3] At Complption, U parfles will wadsrdake th SassriBns soatempialed by
armuﬂzm hwﬁhmmﬁmeﬁgﬁwm mmgmmmaﬂam* all pwsyhl ufﬂchedukdwbeundﬁﬁkenatmm
payuaats vehi -} for peymment etinn,
supernntiog Goniribtiong tod poeiigion in colafion 1o their o mployment by
the Grong Company brfors Copletion, Sshoding th Emgloyes Bntitformts.
&) The Selormas pay 1o e Buyer or BEOSGE on demasd 2o 2ot eguel to all
Indepmaifind Losaes suffered or fncmred by & Group Compauy aelsing vut ofor o -
coraclion With any claim by smy Teansfering Bmatayer for aay amount 1o which
memnsamugzmpbyu & eatiiled inchding wages, S2lay, Wowaness, ait hogas
payERGDE, a0 Conti bt ned Gsulon 3 melution To theds 2 * i ki
ampiﬂrmm.‘:m araﬂer Copypletion, .
. (g Eé)-ﬁﬂhcaagrcga;emmmmbhbyiﬂeﬂﬂmmdﬂw&wp&mpmmm
1130 Saller's furthsr indemnity ! b} 0 (ol 18 greatis thas 3145 bﬁ&m
Thy Selley muse WmmﬁmeGSmammdecqwmnﬂMmﬁw - Footnote 13
Eobses saifeved or fumirred by a Giroige Compogy arisiog oot of or ia.connection with the

terrpinsiion of sirpleyment with the Grogp Company of sy Ont of Scope Birployes.

oy Mmh‘ﬂw&mmmn‘c tho Kl Tk Bl Swap
Refemncs fiar 6 mosrghs,

3
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13.
134

132

Releass of Guaranieen

Gronp Company Gearantens .

!%Seﬂammmaﬂmmhkm&wwiommﬂwm}amwﬂwffectﬁm

Comyplction of each Gronp Conipamy from asy achsnd, contingnt or stormed Bebilitizs vader

=ach Grovg Company Geatantse, Tnchating by proviting tothe beneficfary ander bach Groop
Gatmranten

Company

nit couivalent Guaranten smd sny informetion or dotsment ressombly

required by tht Soneffaary 22 2 condifon ef veleasing that G Company Cusrantes, Wany

Cresep £
{2)

)

& ie ot ralosted by Conppletion The Selfae

miisst qontines 1otk BTk such resscrabi endeayoums affor Complotion fo promure
tha telease of that Gromp Company Guprrsias; xd

mlmWﬁn_iﬁe}&wm’ ¥ o expul o afl Tndernnified Lovses
suffired oty d afies Crmrmplot bymﬁuwﬁﬂxrphfmhermdﬂwin
mmﬁmmnﬁrquﬂompm

Sellur Gmup Braranions

“Thn Barger st zs afl eesonshls endexvrvars to pmwzafhemlm with effest from
Completion of each Seliey Growp Membea Tom sy scioal, hﬂwmm& Tiahitities

nader sach Selfar Gronp Onmiantes, Jociding by providing to

Briry ender cach

Salter Growp Grarantee an squivalont Giiamntes and any mfomation o7 docanet reasonnbiy
requized by fhat Genoficiary a5 & eonditipn of selexsing thet Sellor Group Gusrentes. Fany
Selber Gronp Gtiarastes i notvelesced by Completinn e Buyer

@)

)

st Gonfitee o uso #H sookh reasonshle mmmtnp:a;wuma yebuazsy of sech

SeHer Grom Gtiarardoe: and

st pay % s SeBor on demund an amount squs] fo al] edemmified Losses

suffered or fnctzred sfter Conmmm: by sy Sellés Group Membsr ynder or e
cotrestion with 2 Seller Grogp Gyarantes.

14,
141

Other obligations. Talfowing Gompletion

Access to Rasouds

@

1 addision to any oiber dekis oFsosess nntee ihis deed, the Buyer nuest procure
that for 4 period of 7 yesrs after Compleston (o fior sy lonper pariod requived by
b} each Grop Compary robeias off zesords relsting o the BankWest and 51
Antdrew’s Businesses mod wikes ayailabie by fhe Ssffer axd s Renreseniniives on

ELY

v

125

ressonable notine snd @ the sxpense of the Sefler suyv such reepivds Wich are

vetsonably requived by e Solire:

K] ter epmible ay Stlfer Growy Member to tropiin: acoounts, 4 reforns amd
aifier stadutory rehsms or Sulf suy ofber obHmiton reliting wholly or
perty to ap periad hefivre Completion; or )

{D n somection with e gswxﬁuuorwfbmnofwcmﬁnbyorm;:

anty Sefter Grovp Mem

{ty Clanse 23 applies & sty Informetion provided wnder clense 14.H2) tad the Selter
shall have vt <laim against sny Buyer Grooy Member or Gromp Comparmy with
sespert to the seenraoy, selevande or 152 of that information.

{c) “The Buyeeis oot sbliged 1o wabe Togal srofasional priviiags, The Seller must
conml vntﬁ xny reasnablie steps tequested by the Biyer to preserve
con il
142  SoYer Trade Bavks

The Byyer acknowledges thof the Selfer or the refevant Setler Grovg Member romade the
oomer of seeh Selior Trade Mo sod the parkies agres thafz

(=) the Buyer witl not; st

(] with effeet Frone e dats which 15 2000 Bushess Days after the Cotplesion Date,
e Foyer will procare Hud evch Goovp Compeny doss nof,

s sy Trade mark, Broed m‘f;usfnesssmm.dmﬁs ns:gaorcémmtcnmeﬁnﬁcumim
ot inclides & Seller Trade Mark oo s Jeaaptively simibe fo o Seller Trade Madks

445, Watraniios
151 Warrnties

Tha Seflar's Guarsnir vzt G the Huyer ppd
trpe st porrogi pe ad

(=) the date o sreeution of Gis deed; mnd
b of Completfon,

un!assmeWmmgrmmmdmbeym iy 2t 3 partionlar dnee i which cose it Is ghves
. ssal Huttine,

152 Warrsnlies separate

Eueh Warraety ks ko be froated &5 2 saparats Warranty and b7 siot lrfited by mltreace to sy
affier wannty o 2y otber provision of this deed.

BepslEIIst 38
PP T

pE T et A
Shures SelePhend Artumdnampe SO0
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The impairment of customer loans

P

Raltamca

?he Sellee’s Guzisotor aaknowh@gsstha:me%e;ﬁasemzd fuzo this deod aad wilk
complete this deed o reflance oo e Wamantles.

Tax indemnity
The Sedlers Crarantor indumnifies &%Bmawma&d each Groug Company

ABDFSE, Aud st pay the . Bilpser Namines or Grong Compaey the amanas of, any Ta
mmb!abya&w?y&mpwm &emﬂ:mﬁxmmeemanypeﬁud o part i iod, up o
and fesludiog Complerion.

. Termimation for braach of Warranty

{fbefore Compietion the Seller's Guaatir bosomues aware of aay fact, matizr o1 clcwmetinee
whivh e sensorady Hbely fo realt s Wassaaty Clafin 0f nof s than $758 millios i
Complistion were to owur fiea:

{a} the Sefler’s Guarsntor isust adwiss the Buyer of detalls of e fer, mistier o

chrmastation; and

(b} #hiliee the Seller’s Gonrintor or the Buyer inay, by notics ho:he:othurasaryhma
beforo Cosglesion, tenminabe s deed,

Buyer's acknowledgments

T Bayer seknowiodzes aod agrecs

{a} s Brsyer has muads s has velivd on s o warchies, Dyvestigations and eaguirics
i vespoct o the Group 1he Bacless andifio Asvots sad Iz onn
wvalunfion of sey muleral prov

ided by e Solier1o the Huyer oplis R@mentmm
befors the dat o ihis derd mubuling e Do Dilfgense Jlutuials;

i) 55 bes mgread o euter futo this doud megundioss of the srope of thi: dus difigence

Ewpeseies 7t hay boon able tovonduct and e Ses within which these inquitics hove
hesn cosducing

{e} ﬂzaﬁmbw exdengive keowledgy end oxporfmes of the naneisf sorvives :adasuy
- s Avstalis aud Bas had the beaelis of indepersdent legal, fimancial and sechnitsl
advice relsting 10-1s proposed puebase of the Sleres and th: taong of s deed;

{d; o Seelfer Groap Member has sade sed oo Represeptafive of auy Seller Group
Meober hus made any waossaty as (o o sesmasy of sy forecast, budgef,
eutiunste, Trojestinn, stiternsat of oplefon o vietement of Txntion providad fo the
Bigporor 85 Regesmtitives befors the dute of' this dewd other than the Wiarostios;

{2} the Bayeris 2ot sntering into this deed In relinace on, snd i may mot rely o, 2y
forvrust, budee, estimate, projection, stalghsent of Opinion, statemant of intention:
of anyother warsanty, epresentation or sther sirretuent siad eor praposiiog to be
mﬁnhmmh&aﬁf&y%ﬁw%gm,wmmwm oihor
thmﬂ:a‘i'fa:mm,am

36
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o sy Clafss by BRy By Groug Mrsrber mustbe based solely on end Yinfiod b fhe
expresy piisvistong of Yhis deed and that, to the maximue: etbant posailied by law,
8l terms and copditions fhat may be impliod by Taw i eny Jussdiction and vhish
are notcxpressly sot ouk i fhis desd are sxcitded {and fo the etk Sy any such
wrrns and candiions cxiunt be sxohuded this the Bayer frevooably wabves off
tights aed remediex that i may Tave in relation so, cud beleases the Seller sud such
af its Represontives foim amy Hsbility o respoet of; spch thems and condigons).

VI8 Warranties by the Buyer
. mﬁwmaﬁsmm%ﬁ%ﬁm .
(£3] thett epoks Buyer Waganly & foe and sroetd 5560 the daie of ecufion of thizdeed
nd as 3t the s fmmediately privs to Complesion; and
(B} tharasetthedure ofthis dred it has noautoal lpowledye of any breach of
Werranty or say other Fint, tratter o sireumstanos that i s awers wil give cic toa
- WWMMSMM%S=m&mr
6. Limifations ofﬁabﬁity
46.1 pisclpsue gad knowledge
The Sollers Cinaeantor 15 5wt Mable i sespoct of s Wammaty Claku o the extent tis the fer,
atter o elisamstence glvbaygeise fo the Wenmmy Clalin:
& s diselosed or deseribed i this desd
)] Sz fally and fedrly disciosed I e Due Biligeoce Materils;
(&) would ey been dffolosed to e Buyer had the Buyer conductod sesrohies prior 1
the date of Bz deed oF the public wesneds mainabnd by ASIC;
{4 was knowa fo the Buyer befors 20 on 7 Ostober 2008 fnsluding as & resils of i
Sne Bligeans manirics; ]
€ ‘oo koows lotic Buyerrita Reproseusdives after the dats of ibis docd and
befire Complotion and the Buyer di4 uop give notios of that ok, matier of
clmnmeiances to f Seller befors Cpmpletion, or
fx ispmvﬁaﬂﬁraroﬁesw}m&hnmammﬂaﬂwh&ﬁmmmmnpkw
Bulance Sheets sither specifically o as par of' a groesl peovision o slwanics for
mm&ﬁg&p&mmwmﬁu@xdhﬁnlﬁ&mﬂmwwm
Bajances Shuets.
Legriiallssmttd 37
. 7
Lezptigaasoty
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Thé Buyer gz Sitve: Nomines shall ot be prectided from matdos aClibm beenss of elrese
16.3{e) 3 the epgropate of modiseldsed Cladme, afonk with disclosed Clakns, would nothgve
gvon the Sofer’s Gurrantor £ riRi fo tetminat pursont to olmsss 15,5, byt the xight to Clvim
Wil e reduend to the edent it the Seller’s Ststrantoe s the Sellar heve tnffered luts or
famage sz avesnit ofthe it dbsolosme way made aller Completion.

182 Tima Hmits for Warrandy Claims
T Seller’s Gnaranitor i net Heble Inrespack of 2 Wesrmty Clatm tnless;

{2} - theBayerer aBaverNominng hay given th Selfer and theSolke’s Custaor
yotice desmrinng In resonabledets eneh fack, mabier or choumatance giving rise
1 the Wasanty Uit sud stebing why stk 381, matier or ckoamstinte ghves fos
o s Warzanty {Fiim and fclndlmy an estintaty of the amommt (1 e extmithes
Yo of the Waspstly Cladig {Clabet Wotice) no Tuber than 20 Businves Daya afler
the Tuyer Fosk Focones sware of thet frot, mudler or cirovmistante 2od 0f fhe et
that #t censtifates z breschof Wersaoty and the Buyer sprees io provide any Clalhg
Nates wihin sech perod;

[6:}] o vlation to Wearranty Claim other Huan for & e Waranty or Tax Waeranty, fie.
. ﬂarm;&mizmmd b;fhe&ﬂw’sﬁummﬁmmlawﬂmlmsﬁw
Cemplotion;

{c} T relation 1o & Warranty Glatm for 5Tt Warranty, the Clatm Yolios is recelved by
- thy Seflers Guarantor mi Brer thon 7 y2ars after Completion: and

{8) - whhis Semontheafer e Clabe Notfics s reostvad by the Sefler or the Selkers
Gumm{asthcmnmyba)m&uwcmmt!m eiffefed or
B Biver Mutlnes feas enppvismeed Tegal peosesdings agatest
ﬂ:es‘ct!crwh&%&m{m%umm@&}mm@mw&ievfm
Clame.

153 Minimem amount for Warranty Giaims

(=) The Sellers Cuarantor fs god Balilo i vespoct of @ Warminly Clain wnfess the
armount {nt the Pgrer or 2 Pyper Brmsns wontd b enrilled s recover in velation
1 that Wal‘ra!ﬂy Cliven B2 ot Yoozt B miffion,

1654 Tireshold for Warranty Slaims

Thi Selfer's Guaesntor i wot Fuhle S reepect of a Warruty Clad: reluy the agrreputc
smegnd it the Bayer anid e Biryer Mnminass world be sxfifled 19 puosver 2y vefutfon te 2}
Warranty Clafors is o loasf 538 millzon, 5o witch avent the Selfer and the Ssiler’s Guaranior
sre Hatfe for the wholz of that smovet smd notmerely the Sxiess,

165  Insursncs covsrage
T apy Buyer Grovp Membar has a dgltio reaver ander any sonbact of MEtraies n respect
ol BTy fact, muifpror clvcugiencs shring xise t the Waeanty Chalm, Seliers Guaranter is not

$able T rospeatof thet Wemanty Clain to the exteat that fhe relevant Baver szp Mernber
reoytre From the it hourer

LepineIsnz 3. =®
HOEHEE-En )

wH

6.7

127

Oihar imitations
Tove Boller™s Grearantor is net oo i rogpect of sy Woarranty Clzi fo the exsent that:

{3 the foct, matter or efamstinos giving rise to the Wammty Clain is provided for ov
pihorwise ke fto woomimt in the Completion Bufarern Skosts;

) m&mgurdegaMMh&aWMChm & crppyerrerd by ey Brvyer
Gromp Moreb trunder suother Warnsty Clebn orismads good or olfiersise
conmpensaied for withent cost to sy Bayer Group Mumiber

{ci the Srot, TRitter or efroordtancs fiving rioe to the Warmty Clin plvez ez o e
“Tax, benefit to wepy Buyer Group Membeon

)] the sirenmstmens giving rice fo fhe Warmsnty Claim 2ez vemediod by Bio Sefler
tho rersonehlo salisfction of e Buysr vithin 10 Business Days Ster rocdiving
notine of the Wty Claim fiom the Buyergra B Momines:

{5 the Warmmy Claim atises ot of syshing done or amifed te be dons i actordanue
wiith fhevemug of this deed or with S pefor-wmaties spproval ofthe B drs
Beyeeemie

{H the Warmanty Claim ariese ont of sny voluntary sel, ervissfon or transaetinn canjed
ok afinr Coviplutios by or on bahalf of sy Beyer Cronp Member (pthier than in
conducting the hustacss of amy Growp Company i the ordfiy sourse snd i the
sump W 65 carzied on hefore Conpletion)

{g thes Aot oF e Ol s Inermased as 2 roslt of e fhifareof G Biyer o
eonppiy with its ohiigaons weder chaose 17 i respect of tnt Clali;

1 . theChimatises qutofary changt sfter Complefion In the scoomiing poficiss or
prackses applisd by anuﬁuyurem\rpﬁ!m&eroﬁzermmqummd Ty Jmovy

® S Wreenniy Chatte afeos Trom 1 changslo any leg;s!aljmzor regtiation, sy
bl o adnsinicteatiive Snberpetiticn of the fnw or any practics or polioy of 2

Regidlstoey Atstheirity afier the dote of this deed (w?atﬁher ernotrmepsetive i
afftell or

. the Cleir stices from x ceseation of i 2 Signiffeant chiang in the niture of the
$usiness of the Gronp Contpanics after CorspleGon onderiaken by or at e
diretdion ol the Buyer pr.a Bover Hosinse.

Limifations on Fability it respect of Tax Clalms

The Beller's Sourantor 38 yot Habls i espect of any T Clim fo ths sutent thay

(=} ;}m‘?’mﬁr‘ﬂm'ﬁi‘awaﬂxﬁihzmbjmtefﬁl&?axﬁ!mmhusbmhc{u&adm i
Completions Balanee Shuets; )

o the-siribont oiheragon pryabile b respoct oF ti Ted Claden has been recovernd by
fhe Buyer i Baver Maminss winlere Varmaty Clate;

a3
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-

{e) thee £y, matter oy citcumstanss slving rse fo the Tre Clainl gives e o my Tax
beaefit to sny Buyer Group Member,

(1)) the Fax Claim arises ourof anyibing done e omitied t be dons in ascordancs wik
the Larms of this deed o with, the prier veithen spproval of the Buyerora Brer

&) e Tax-Claitn arises ont of suy voluatary ae;, omision or waasaiion samied ont by
a:mé&hslfofnny Fuyer Grovpy Mesbe tlter Compiction;

& she T, Claim ardses fiwt the Sifure of sy Buyer Gronp Menber afier Completion
1w uzake any valid elaim or stection T eFation b Toz the makiag of Wikch Was
smswmed in preparing the fast Acoounde gr i i Batsncs Sheek oo to.
Jodge b a thisely snanner any etiten, Botios of other doowmest relatiag to Fa;

() - the T Clalu arissa fom = ahangs by sny Buyer Group iember ufter Completion
ex any elaitn or-election T2 mdation S0 Tax trde befire Completion o the
- snsadment ifley Completion of iy Tax refoun of sty Buyer Grong Member
seheting to 4 petiod cading anor Dol Copplotion {mreapt wher that amendment
i eequined by kv or i3 approved by the Sellir in wilting befotc i is made)

1Y) ﬁmﬂmwt&f&e?axﬂlmmmm:dasamn&afﬂmﬁﬂmnﬁ&sﬁuyum
conmly with the provisions of clause 20;

. ke Tax Elats asgses fom a change In ooy legislation e repulagion relting 1o Tax,
any fdiolal o0 adeefuistretlve Revprelation of such bepfilation or negelarion or any
pracfieeor poliny or publie or prvete mifsg of sy Ted Authorfity affer the dele of
iy deed (whther or nokeeltospeelive in effoct); or .

1}] U Tk whicks 36 ths subjoct of the Tk Clam 1s T whih §s sucotersble fom the
secipieat of & supply.or for which a0 Iput (X credi isavalable,

T Seller®s Guansnior & ot fioble in respect of @ Tar Claim valess the sovios af thy Tue

Claim s recsjvnd by the Seller's Guarsutor sia tater i 7 years after Completion,

Baxinum recovery

The manimum aggrogas amoimt recovemble by the Buyer gzd iha Buver Nomincas fiom the

gﬁ!aaﬁﬁ: Sotler's Gunmmtor nsviation 2o afl Clms iz the pmoust of the Ioital Perchase
.

Righls; against Third Parfies

B Bolter o i S&h:r‘s(inmmhasmde % paaent o the Burer g ity Mommfias in
wolption (o mwmc&mw y

{a) wyw%%ﬁmm&rcmnm%wdeﬁchmfmlmh
relation 1o the cirewrestances giving fise to that right as the Seller may ressopably
eeigisines and

A3

618

6,15

16.12

1613

e

{b} bk o procure ot de relevant Boyer Gmmmwm aH neasoyable sbeps 10
. entucee that right of evcovery.

Reimbursament of beastits subssquently recelved

tho Seller o the Seller's Garantor bas made & payinest o e Buyer go s Parvo il
respuctof 5 Wananty Chain (Clain Amawst) and sfier sach paysool S wmdt any Buyer
Ddienber secenits Ay paymens, beneit orcredit (incliding anyben ot b relasion tn
memﬂmmmwwwmwwmmmmcmmm
vy Amownt), fen the Bugeror Bver Homineg 000, 6%
pmﬁ:ablw m%%w%%ﬁs@mquﬁmﬁamwwﬁm
Chmawmasmqmmm:

. {8 7 eoste moorred by any Biiyer Guoup Wesminer In socovering the Recovary Amcuw

{Eschading suy increase b Enswrance prorainms in sspert of Hitune pariodsl 2ad
o} sy Taox payabile by sny Buyer Grovp Member as @ sesnlt o reciving fhe Resovery
Aot : )

Rifigetion

Nothing in s deed askioves any person oo wiiy duty at fave (o mitigets any 1055 o dimage
thit By sufoe o ineic2s 2 wseof any breachof this doed finclading u bisach of any
Wimuniyh

Exghusion of carfain losses

e pruey §s Hzble 10 mymhumf‘nrau].rlnss orﬁsmagsmmﬁm # breack of this deed
(ine) & brepch ol gy Wonaneyh

{2} which doss ot abye rwbarally o fix dbe usal come of Gingy Som that breach
whor (e ioss Wes nop i e maswnible eoalemplaon of the pertics at the Gme of
ke epsettion ofibis deed: or . .

&) wihich sonstibutes, orazjses fum or fn conneniion With, a Jows of goedwil or Toss of

usiaess repitation even H such loss asises naturaily or in the st cowrss of things
Fom thet breach,

et whiete this decd sperificadly proviges thab thak vpe of s or dunape fs meegvecahls.
No action dgatnst officers and pmployess

{a) The Buyst waives and Koust procius thal cach other Buyer Group Member waives
all sighis sod elabas that oy have personntly agninst thie officers ad empluyees
ofany Selles Gronp Menbar i refation i any Ristiv aeiving drecly or &
ft conegtiog syl this dead oo i salp of e Shases. Tkupaxﬁnsamwisdgcansi
apree ihat;

o the Selles hos spaght and obitsnod i wabves a5 agent fir and oa.behalf

of euch Selier Group Membes’s tespective offivers snd employees and
uldds the bonefie pf this claase #6330} a8 fragson for fhems; xad

5T
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{n the provisions of Shis clms ¢ 16.13(0 may be enforced by fhe Selie on
Belimif of sd for e henefit of sach Selisr Gronp Membess resprotive
offiners snd ersplomens and thoe persons may plesd thisclsuse 16130
in answor fo 2y elaim fede by & Byrer Gromp Momber against them.

This clzuse 16.13(48) dies not tpplyr tanmy rights and cleime which arfes o5 2
resultoF or iy connetting with 2 Sraedelint aot o2 omiiesion by sy of the
aflzremontioned persons i refafion to any matier aristy diredtly or indirectly in
couneetion with #ils desd orthe sele of ne Shoros,

th} The Safler vedives Sut Tkt procucs ot eoch effier Soller Geomy Mvutbar waivo:
alf xighty and clafme that I may T porstmaitfy 2gainst the ot or Tonmer
daretors, officorsand emplayess nfany Duyer Grovp Memben, innhoding sey
divsetor, officer or employves of sy Buyer Grotp Meniber who was 22 the dats of
iy deed = diretor, officer or employes of the Seler, any Sellor Groop Member or
# Gz Cornpemy, B rofafion to my mafler arisig dimely or indpectlyin
cormestion vt s deed or 0 sale of the Shares, Thy partes acknowlodge and
agrez thats

{0 the Buyer bus souehi and obtsinod tis wmiver as agent R and on Behalf
af each Buyer Groyp Member's ragpoative dirsnfors, offirers emi
anployzss ind holds the bonatit of this afhose 16, 13(E) as wustos for
tharn: angd

£ e provisions of this alase 15.13(8) may b onfbroed by Bee Baver on
behalfof sod for the baneStof ezch Buyer Croup Mambeds respective
Birectors, ofiicers md emplayess and thoes gemons may plead this
sltmae 15,13(D) in ansoper toy oy el made by a Seller Group Member
agrinst thom.

This chsuse 16.13(6) docs nOEAmAY %0 2y rightt nd clafins vohivh arfes 25 3 cesult
of v e conpmoton With & Franduilet set & amishon by Ay of the afvementioned
porsons in relatflon B soy matfer aising diectly or infireedly In songestion with thia
deied pr e safs of the Shares.

1814  Gireomstancss whers imiafions not to apply

Wone of the: fiminiions i this ilamse 16200ty fo 2ty Clains to the extent that 3% arises out of] or
5 itenvazed av 2 rosalt of, any fivnd by the Sefor or any of its Repreventativey,

8458  Refunds

Tethie Seller's Guarantor smade 3 payient e e Boyer i relation to T Clnime weder ofatise
16.4 (Tax Paymuemt Avrownt) ind any Suyer Grottn Mephor teerives amy rofimd B mepict of
the fact, smater or clrenyestencs i mepect nfwhith that peymant wis mads {Fax Refoed
Armemat) then the Ruyper mmst it 5002 02 reoronabiy precticable after reosint pry 4y the Seller's
Gﬂmﬁo{m ek egteal to $he lessey of the Tae Payment Amount aad the T Refimd
Aormvat bess

(2} ol st berred by any Bayer Group Mersber 51 oblataing such refimd; and

)] i arefund Inchrdes ntertst on ovetirsid Tax, S aount of Tax payabls on that
Taderest by the veciptert of the reftnd,

23

129

17
17,4

17.2

17.3

Tra

hird Parly Claims
Muotice

Wittt T tng tery Oher rights OF thir Seller under (7 deed, if efier Completion the Buyer
Betermp s of Sy Tt Bty Cloim which rosy give rise to 1 Wansity Cliim the Hoyer
st within 20 Busfoos Tays after becoming aware of the Thind Pady Clein (sad of the faot

Dhfiptions affer noties given

" tfhe Buyer gives notios wder olanse 111 ther antit fhe Third Pty Clabs it boet finally

resptued or e Sciler sives ootion wnder olyesa 17,3

{2} tha Bryer st sct and must provurs it cach refevant Gronp Company aois n
oot Boithy mnd with dos difigemee: v velittion £6 the Thied Party Elaim,

it SR

relation to e Thind Party

{e) the Buryar t#tsst ot miales andt teust procre Bt 5o Growp Company mukes any
advpiadion oF liahTTity, vevnesient, compronside or sotifoment T refation to the Third
Prrty Cheint without the peor written consent of e Seller which st not he
wrnasonehly wilftield, ‘

Assumpilon of conduet by Sefler )

Upoer mesiptof antolive upder clatse 1.1, the Selier raay, by givlng vaitha noficoto tho
Teper within 41 Business Doy from the date of notics, assimme the conduct of the defenes of
Sha Thied Pty Cladnr. :

Effoct of assumpbon of condust by Sefler

#Mler gons sisfice.widerchmiy g5

{g) the uyes ot afow and mest praose thit sl Growe Compasy allovws the Setter
totake over the comdoetof ml prosondings and ntgofintions In relation to fhe Thind
Fasty Chiim and t0 seithy of conpromise fhe ¥hird Pary Clidm;

{b} the Py 104182 progases et each Group Company:

e provides G Soler sd #e profestionsd advisers with sochactess fo the
emplayees and meords of sich wlevant Group Corspady as the Selfer
nay vensunally vegeirs in comechon with the Thind Pargy Clainuand
perniis fire Seller tofoke copier of sk records;

Lapal RN . B 43
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gy uses alf Resonnbls eadesvoass {Encluding e Fehndorsermnt of all out of
pusked exp o} oy Tt smployses of sask Group Compay
prowide such withess statembnt wnd otfer ovidh e s Hine Sether may
reasonebly sequirs o avoid, dispute, resist, dofend, eoimpromtoe
o mitigage e Thisd Party Clatmg e i

(i) tkes alk other aefion that the Selliv may requost tn 2vold, Hspute, reskt,
defend, appeal, comproniss o mifigts the Thisd Party ey, and

o dos ot inake iy ndinission of fbikiy, apresment, eompromts op
seithemant in velation £ Tho Thd Pany Claim witlout the pries wiktien
conzea; of the Silier wiith eonseat most ok be Uvetsoushly withheid

or delayod; -

) the Salfermyst give 10:the Bugor sueh informacig s the Buayer niay peasonch
wequirn i pyladonijolhe Third Pary Clainyseduiss Jeep & B@Jbﬁmﬁi
igiationde tho conduir ol bty peesindin s e iagoiionZ Tivsalniiuh 2o the Thisd
Purty Chaing a0 - T |

@ e et pay 1o tho Bier on demad an s el i all sonsblc coss
Sl ipiiseitn o Buyor or ay Gronp Company arfsiag oul
PEGH % Y By, or-omitted torbe taken by, the Buyer or

75 Gomductof claim by Selter

b Scller sesirnenths sonduy of the defency of s Thin Paryy Clata, 1 vonduotin,

propecdings or Acioes in respess of it Thind Party Cliiu, e Seblor mustc M

[£3) sez i good Rih;

€  Viakse withsbe Bayer i relation 1o the defince offas Thind Basty Claimg

%)} poavidoths Buver with sessongbe swvess v vopy wf say pelies, corvespandss
mo%&mm&;mtb;%rwﬂhﬁ;m *

{3 mmhwﬁsmmmmmvm:mmkma
suscegy ond the effect o£ i proveciings or actions onthie goodwill o mputaion
e Busicasy o by party to thia d&::.ngﬁ * o

178 ResWigtion o access
Nothing inclame 174 requires the Buyor {acting reasonubly) ts allow the
e Em:mq yer {auilig i) to allaw Sﬂle.:mha\fe

(=) s the subjecs o begal profbssional privilege; or

i} ites heon prepaced for e prusposy of, o I contemplition of, 2 Buyer making
Clads; appinst e Seller mder s dred, LR oL the Dy *

18,
B

182

8.3

Resraint
M&ﬂﬁan
Ths; Sedier paviat ok, 2nd mest procuse thind each wher Restristad écmudm act far & perisd

of 3 veary nffer Completion curry o any Restricied Business & prineipsd or on fs owi seechnd
or a3 agent v Ay uther pereon withia Westerm Ausiralia, Wew South Weles, Yickga or
ugenslemd.

Non-soliciiation

The Sefler must not, and st procares thet vach other Reshrickd Parson does not for 2 pertod
of 12 menths wier Complitions

(Y] :gfmach Ay preson Who is at Cmpletion s ststomter of asy Group Company for
prrpos: of obduining that yerson as o sustomer Tor goords or services provided in
HAustelia oF thee type provided by any Girovp Corgpany at Cornbletion, wiiess Hat
gectan fsupproached i the ordiry eowse of the basiness of the Resirivled Peison
;o1

as &b Completion

(b} Tnducs or eHEtEe By picson who 18 4 Comuploon & director or seafor employes
of 2y Group Company i bave s orher employment.

Exceptions

Chemses 181 magd £5.2 dlo nof pravent sy Resirioid Peison fony:

{& holdiug serudiics i sny Heted conposaiion or waittrest which i aggregite cany not
smoe thaze 5% of the vetes wiich could be sast ata geoeval Bosiing of thet
corporaion oF o mesting of boliers pfuslts Iy that vei: it

{bj ivertining emplayment fes ja any mewspaper, webslic ar othey prblication
ar fhpoggh & wermitinent ageucy (except whete the momimant agesey tammels
caployens of sy Crozp L ompray ) aad Ierviewing and segoticing with any
eson pesponding to sweh advertisements

) coatinuing be soartpe 2fter Camplorior By businsascarded an as ot Sompletion by
SeHertzroup Members, ork boyds T98 Group ple. o any of Its subsidiaries who are
ned Seller Cronp Members other ihas the Gronp Companies, 85 az the duts of this
mgrerment; and

) ecquiringsad oporating any growp of companies, cRinpany or busisrss which s
eperations In Anvialin whigh cairy on auy Resoleped Budiness o7 qlherwise
compete with any Crpug Company frovided thoseapermtions do not kerergt for
et P 2695 of the worldwide tamover of any siveh prauy, comprny or buslness.
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19, Fax
20, Tax returns and fay audits
49.1  Exitfrom Sefler Consolidsfed Groop
. 1 - . .
T i z0 Tax rotams refating o perfods anding befors Complefion
The Seller is recponitle for praparing and Iodping with the sppropdate Tao Anthorky oH

&y Procine dist wtid the Compietion Phte sach Group Company teacine 5 syboidiory bt eequized b b Sodfped i relstion w the Tanaflis of 27y Group Compeny ixtshition b
ey of the Seller Consolidsted Group, iy pariod ending en ot bedbm Completion thet have ot besy prepared and Todged ot or

hefore Complution and e et st prepaye snd Fodpes wll soch rotnmns w7 soon o sastmiably

{0 70 laterdan 10 Business Days bafiors Completion give to fhe Buyer astatement of practicshls sfter Completion.
£ Giroup Tibilites of the Seller Covsoliduted Sronp that huse faflen don or fat .
will £613 due befors Completion and o droft ralostation of the Bxit Paymeat for cach 202 Assisfnce fron Buyer
Group Comnpany; ’

i ﬁaﬁwwmmmdcmmasﬂimﬂ:{sm%ﬂm&maﬁmmﬁm&mnﬁmwy

i} 10 later than 2 Bositess Days before Completion: required by the Seller {inchoding bl necess o oploytes and resords of the Group

- 5 oxch Corapanies) TnwmmwwimmcmmmMufﬁmmmmd!om&anmzﬂt
i ghve ot ek Grovy Cempnny « caleolatfon otihe Beit Payiment for sach
Corparty bused 0 e daft eoutat selineed oo i slanso 203 Taxfetums relating o periods ending after Completion
1910} but amended as regoired 1 tke scoount o my Tzassnsble
CoRETIS provited Ty the By o or hefors mgggm, 2 % Ppsinang The Buyer i raapomsihile for prepning snd fodging with the appropriats Tex Avthority ol
Days helirs Completion; and retuensyeqizad fo fis Jodged In tolation o the o aifale ol vy Group Compeny i ehfion tn
. sty perind eading afler "Ehie Hover tvst, et respeot of alf veterns b refatfonc by the

13} preonss thatsack mender of fhe Seller Consolidated Grgup gives aff period mwiih Conpletion i
otber notifications required to be given wsder thi T Shuming
Agrezpent in conmection with the propoced sxit of ench Sroop {2} propart 2ft such setns with dien care; skill sed diligenes s vs soan as reasonably
Compaty From the Selfer Donzolidated Ciroups and prueticable afier the end of fes relevent geriod;

{0 ey ater than ont Besiness Dy befive Complefion proctrs frst eoch Groop by give mmsmdmﬁsﬂaﬁm&mmwmﬁdmmmwm
Company prys o the Seller The Exit Dayment fiy that Group Company end pravids ey e T Anthesity T vedntion to suchrsborns bofiwe silmniocion i the relovant
oyt Bypgns wadttan svidence of mch zm;mmt having bren made, Te Awority snd permi the Selfer a vexsonblo sppontunity o comment o thess

dopumente
182 Quergrovision for Thx
(s} Indgs o1 soek refarne and other doctnaents with the reélevant Tee Autiioritg sa soon
it e praricdile pfier rresigt of the Selleds comments fand b ey svestwithi sy
HEme period roquized by Ind and provide & copy of e lodeed Gocuments 1o the

(= mmmmmmmmm@mﬂmmzsmm . Gelfer; and
mm? @riu da i mf‘ il s ofth
resptot of o Tax exeoede fhe ahility in respeet at'raxmdtheﬁzw d mﬂe&n%«wﬂhc@ma?aﬂmwmﬂmuwﬁh Tax Awhasity in
Yot been Jinally setished affer CpspTetfon: or @ @ et 25ch after & = i

{6 srEingelation AT ontngon : Ll 0.4 Assistance from Sellor .

A eniitlerant 16 80 eredit, roheta raliar igh nﬁ' or ngm to mpaymtof ; - i
¥ or sy affowsnes, dednetlon, tm loss S GHRES Brivedie St s shems ut am 2vsed The Sebfer muet provide tu?ha:'ﬁay@.r ot the Buyers dom ongt il information and sesictanoe
in the LasConpmletion Accounts s mderstated and fhe smownt of the rewsomably required by the Bayer is comnection with the preparation of any retrms referpsd o
understaterment bz been anteally veoaived by & Gremp Corpany after Comnlotion, in olams 20.3 Whero mry part of U perdod o xelation to which the rotun i requined i9 befors
Cotmplation
ﬁsm Fhe Buyer will within 35 Pusiness Doys of he satisfacion of the liabillty or recelpt of
w5 the ceae iy he, ey to the Seller the amount of the zcinx! excres or acinal 5 Fae am}?!a
mﬂcmamw ’ .
=) Metine}: If affer Completion the Boyer becomes wwvare of ony T Damond whish
thay ghve Hiz o a Wity Clatm the Buyer gt within 20 Busioess Piays after
becorming mvars of the Tax Demand give thie Seller notice and a copy of the Tax
Dremand (nchding rersonable defsils of e faols, matiers or citommiskamees giving
LagshTdzaasam? £ .
PR aS LGP g AIRIEATAT L LH
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Stz Snia Dol Armermdin AADRU LoniBia3as02d

et el ATSTmas ROG



&

{)

)

)

The impairment of customer loans
Submission 1%):934Attachment 1

ise 20 the Tax, Domaad, the basjs of'the Tay Demand aod sa sstimate of the smougt
of tha Tax Panaed).

(Mo admission): Subject i ibe Selias continufng complinnce with olapse 20.5()
ariet Shass 20.5(0) {he Buyer mes sot,und st enssue that cach Group Company

) and Buyer Grotsp Membea docs stz

1] Actipl, CompROGIS? ey,
{in apwweto prbimate tongueanise or scitle; o
i makcany»dmksionoﬂah:wacﬁminmlaﬁaum

# Tox Depend thatmey Jad to Hability o the part of thi: Selive wader 2 Chalm or
o Cloisn withuus e Seller’s prior weitten approvat (which it not bz
wazcasnahbly witibeld or delayed). Howeyer, the Buyer or s Oroup Company may
puy may Tax o o TacAuthority by the ducdm: for papisens without affiiing any
of &2 vights vader this deed.

{Payment 5§ nok contestiog u Tax Demand). I the Sellor does notadvice the
Buyer that it wishes iy cqitest e T Broany Wva theSelicr s poy in s
seddoetion in e Purhbes Prits s wiot naliﬁcdbg tho Bhyer By e fater of

i 2 Busmess Duys before the due dachm- payeaent o the Tax Astharfty;
or

iy lgj;sia:ss Diays after receiptof the notice given by e Buyer under
. - .

{Copdegting o Tax Deanaud): Following receipt of @ 2ufios undir clanse 20.50) n
respect of 3 Fax Daennd, the Sclits may, by wiitor botice 1o e Boyer by the
later of 5 Bosinnes Days befirs the S dote for payment of ibe velevant Tux or 16
Busioess Days of receiving notive of the Tax Deraund nador olitise 20.5(2) cdvise
i Buyer thag iiwiﬁwsmcmwﬁw?mm

(Erocedure Gor comtesbing & Tax Bemandy: Hthe Soller advises the Buyer thet &
wishrs to contest She Tax fis sohjest of the Taw Deend fhes:

] (Bayaeat of Tax) he Sobier mest pay this Buyer 25 2 redaction in the

Farchess Price 50 mech of'the Tiok 25 s peyidred by fhe selovant Tor
Auibority to by pad wiile any scfios is being telen by foe dato which s
thio doger of 2 Businsss Days boftus the due date for payment to the Tax
Authority gad 19 Busisess Days sfier recedpt of the noifes gives hy the
Buyer wudsr chinse 20 5() aad !heBuywmustpmmpﬁypay

sedevant amoust 1o the Tax A\ﬁhoﬂty.

{n (Dbjeetion to TaxPemand or Disputizg Action): at the Sefier's
wrilten poquast, the Buyernmsr take, or protune tht the person roquined
o pay ¥he Trx {Baz Payor) takes such Dspiting Activr in & Brosly
manzer In refativa to the Tax Dotand as the Selér may roisorably
Emopdre,

{Conductof proceclings by Seliss); I e Seller coptests the Faxths subject of
the Ha Degpagd then the Buyer mast Follow, and wwst procase That each Buyar
%

Grotp Mamber 26d Grokp Compaty follows, all feasomblzdieiions of the Sefier
mwmmﬁwmgammsmmmmﬂc}mm
4 ’2‘.“0.5({)' P Poodi . ’hyihaSﬂﬂmlc;

ek 1y éuwﬁmundw This eluse 20.5(5). fho S«B@r stz

G ot In good &tk

(i Hialse with e Bayer B neution 10 condust of Disputing Action roftred
to I change 20, 5{) vad this clas 20.5(E)

G} provide the Buyer with ressonably soeess 1o s cogy of sy notise,
sornespondense of olher dooument selafing 1 that Disputing Asticn: and

v acx reusonally i el the siowasiaaces, kulading, bavisg mgard fo the
Bseliheod of Riceess and the SFRCT of the dieotions on the goadwiil or
seputarion of the BunkWest and 8t Andrew”s Busiersses or sy puty fo
s dead,

{Asoess): 'iheﬂuyermastwﬁdc, s st procans st exeh Buyer Gmup
Menhor and Gevup C:mpmy]mwma she Seblecwith alt Manabﬁpmmm
us{cdfmt"- Expianid el e Vispating Action
wm plroed iy : 35 ﬁ:cfud-iugpmv;diag, at e
Belieg’s cast. AerEEa Wit arother syidencs rolevant 1o the
Tax Dimend oriﬁebwpmgmm a!iowmgxaml‘ts it mduivers fo Puspege
wd iako eopis of 2kl relevans books, secords, fites and oo, and providing ¥
welith rasonebly avepsytathe personasl, premises snd chattels of the Selier Group
Memberg and e Groug Crpanies for thesole porposs of sbiuiping Information
5on xebnaisn ¥ the Tax Domagd t the Disputing Actipn,

66  Change mtax troabment

)

{b)

©

G}

IE feltoxing Sompletion, sprdin quumemﬂqmm of e St hy:izc
Esuneorydhey B;wwnsidmww rmppropritio W amend the Taw tieptment
Sfype ComplettonmmsioroFBaakViest sodior 8t Andrews, subliset o obause
2iv655), the Sellmrmust procare that each Belka Dioup hisumber wirka with the
Buyer b goed Hith e fhoitinc aﬁcl;_amcmimmt applications,

Subioct fo plause 25 60), the Miwer indrmnifies the Sellar agaiogt:

- all senereabl costs Monrred by e Seller I wosking with the Buyerio
Bcjliete minh amendment applications; und

& ony Tk Babifities wriving out of such 2aredmest applications.
In sopsiduiion of the ndemuities in ciaosse 20,600}, e Sulfar apnos to pasz ando

ehe Boyerthe Al smont of any Ta: iimixmy {m?axwﬁwg}!ba:wm in
nfmysmh b

E43

Thiselzuse 26.6 only tpphes 1o Boepdmied applicaions made san cananuema of
A Chbnge ketax Siratment srising s & eonscgbents of he acquisition of Bunkyes
and St Andrews by the Porcheser, and does not restoct the Habilites of the Seller i
selasion ko the amendment of The Fax Hebility aising oni of She pesiod pror o
Completion o atoardamce with clause 154
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2%
2.4

b ]

Gonfidentiality

Ne anmouncemont or other disclostre of fransacfion
Brmaptag permitied by chause 217

) the Sellor st Reop conBideraial, s st

W prootue i e20h Sellsy Grosp Membier wnd each of thefr rupective
Representatives, keeps confidentiak and

H mh’] Cmp]aﬁunpmm Hat eanhﬁ'mup Compary znd each of their

presetiziives, kneps i

the existente of and thi frms of thiz depd and mllnegomhwsrhetwmﬁc p&z‘h!ﬁ
in relation & the sulffect matter of Tis Jeed; avd

) the Buyer it keep eonfidentisl, mmmmmBmmMm
s each oF their tespootive Repramntstives keops eonfidentis] the exislence of and
ﬁnt«mofﬁmdmﬁm&altmmmmcym:nmgﬂeﬂmﬁ:s
suljectinatter of thiz deed

Papmitted deslosure
Nothing in flis dond prevents n peeon from diselosing masters referred 10 i clauss 215

{2y if' dinclosurs ie regidred to be made by Tew or tha niles of a ronepnised stock or
beeamities sxchenge and Ge party whose obligetion it & 10 beep matiors confidentizt
ar progure that fhoqe sstiers ane kept confideinia:

0 hagnut Srongh exy voherery act or omfoston fother thar The secomion
of {hit dewtd) stmsed the declosare doligation fo 20se and

6] s bofore disslomrs & muda notified each other party of the
veqeirmmen 1o diseiuse snd, whete e solevmit oy o rales peromit and
where practivable fa do 5o, siven exch otfier party 2 mascunble
oppochuitty tn comeent on the Teqritement for od pmpcsua wmm!x of
e propesed disciasimre;

) #divclon s made by way of n writhn annouscensent the terms of which have
beoen agroed by weiting by the parties prior 10 the making of the 2announcomzent o by
iy of the infti] ansostermonts of the rmsaction fo stock exchangas:

(cy H diszfosers in resvonsbly tequived iy enslile 2 paviy fo partorm its oblipstions
onder this deed mnd the troms of Hhe dotosmre heve been apresd B writing by the
pertics prior te e making of e disctosmey

{dy -y mry profrssione] sdvicer of s party whe hee buen refatned fo sdvise in relation o
e transavtions contemplaled Ty tis dend or o the 2uditor of & party;

() tomny fivmeierwhohas fuade 2 bona fide praposad bo frovide fharos o2 party fn

relation o s framsartions contemplated Sy this desd:

USSR

213

L6z} with The prior Wrillmn approval of sach paty oiher than the parky whow obligafime it
' i 10 hwepy Brone m&tteesmﬁdmal o procors it fross matters ure fropt
confideniial or

(= wheve the matter has come e the publc dome vhersise Ban 45 2 resultofa
Teach by arey party o this deed,

No use or disclostre of Confidential Information
“The Selfor st not ab sy tiee whelier boftrs or sfinr Completion s or diseloze to sy

persen otherthon e R rver and s Represeniativis any Confidrsfis Tfhrmation oxcopt iF
disclosure i required 10 be made by !awﬁrw'thﬁmpﬁorwﬁmappww!af&cﬁuym

2z,
221

222

ns

Termination
Termfnation by Buyer
The Buaysr may forminate this doed ateny Sme bafors Completion:

) In ancordanen with clamss 1.8, hewse 831 or deose 15.5; or

L) ey noticn 4o he Seler i there s o bimach by the Selfer oy the Seflers Cluarmtnor of
the Warraghy sef st in varprenh 1.3 of Schedule 4,

titfed to terminate or rescind fifs dred for any offier reason,
‘Terrmmation by Seffor

“the Selter may ternsinnte thiz Jeed ot puy Gme befbre Completion:

Frt i= mak

(1} i apcordante with clase 2.3, , ofmwee 3,17 oy tdovee 15,5 0r

i3] iy miofice to the Boyer Hithere T 2 broach by o Buyer of the Buper Warranty set
out It paragraph 1.3 of Bchedule 7.

Tt i it entitfed fo fervnintn orrescind thisdeed Tor ang other resson.
‘Effact of termination
TP thisidsed i torminatnd then:

Y] the prendsions of this deed sholl mease fo bave effect oxept for the provistons of
clamzes 1 2%, this clanse 22 and oltases 24 te 25 which will seervpre forfedion;

T oot pty Tetains the viohts i has neafnst Hie othiers Tn Tespct of amy Sreach of fhis
deed oeeorring befbre tormEneon; and

(=) the Bayar raust etz by She Selfer all Cordidimtnl Erfiseyation in refatfon fo e
{iromp Cermpranies fre e pomsmasion,
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£3.
231

3.4

235

Paymenis
Piroehion

Ay refbrenee in this deed 10 8 payracnt o say paty Includs paypseng 1o angiher person stéhe
diresfion of that party.

ieihed of payment

Pawa&aa;rmmdtwmthbdwd iy anty party st be mad by Y paying puriy o
!_immwwtwbx:

G eleoionie fimds mansfer t an aeconnl wits AR Avstmfian bk specifiod by the

seeiplent party 10 1be paying party af lesst 3 Business Days before the due dete S
pryimeol and eonfismed by the paying perty tothe reclpiens puty by nmfas or

& etheyilise, unsudodsed bk chegus dawn em an Avsralin bagk or other
Lo intely avaiizhly Bl .

o dedhuction

Any paymeat b0 bo made wader s deedamst be saads Sea sud clear of iy dedetion or
williholding, oxcept wheee that dedusiion or withholdog iz reqiized or compelied Ly lawy.

Gross-up forwithholdings

Atry petsm who bs requiced of sumpalied by lew o taeke wey dedaction or withholding Trom
any sment paysble underthis desd saust, to the extent permitied By Saw, poy I the myee s
iditional auount sulficicat 1o vagire that e amonns teveived by the payes squals the foll
wrmound that wosld have Boes received by the payes, ihat dedoetion erwithholding had nos
besa fequized or semprlied.

Lefault Intorost

Hany party (the Payer) Kils to roaks & peyraess 16 cay siher peety (the Payed} undey this deeg
o o byfore the due dute for payment, thee, Withons 1Wnifing say otrer remedly of the Payea,
the Fayor mustpay to the Payee npon demend Ttsest on Hhe dos 2ot coloulapd at fhe
Stnpdaryd By, withs istorest 80 ncorny From the dne date 1o the day Homedhtely befbre the
sctial duteof pryment, caleulated deily on the beske of 0365 duy yoar snd capitaised monthiy.

24,

244

GST
interpretafion
The parties sgree fial

(=) mmmmmmmmmmimmmmm
wmeenltgs piven to fhoes teoos by the GST Act (s amended from tne to fimel;

oy any ot of a supply Shat 5 freaind so separaie supply for GST polposcs {inchuding
attribating GST payshls f 2 perinds) with he froatod 5 & sepurste supply for the
patposes of thig #leuse 24; and

4.2

43

A

{&} anyr eonsidearion that i specified bo bz jaclusive of GBT st mof be hiker into
- wvouns i eoloutefing the OST payehle in relation 1 & supply for the parposs of
fhis clanse 5

Roimbursements and similar paymants

Any paysmeat or relmburserment reguiced o be made nndur iy devd tian Is calvnlated by
sefereaes to & Gos, Bupenss, o ahes smennd pald or incurred will bo Botited 1o the totm} cnst,
sxpense o amping Jeas the gmenat of sy Snpet ey eredfrto which an ertity B sntivhed forthe
acquisiion w which fic cout, eapmnse o imoust rofetes.

GST payable

¥ GBT 35 payable in welafion fo s supply wwade tmder o3 In vonpection with €als desd then aoy
pacty (Recipientyibatis sequived 1o provids sendidmation tu 1aeibe: pary (Supplier) foc et
suppdy muct piy st addiional zxent o e Supplier tquzl in the wpunt oitee GST at the
s tlai as Oty sonssditation 1 1o be provided for that supply er, i€lates, within 5 Bustasss
Deys of the Sapphier providiag s valid e Trveles to the Resipient, )

Vartation to GST pavabin -

IFths GBT payubly in relstion to & supply wade nader or in conseoiion with thix desd vasies
o the additions] areount paid by the Beclpions wde clome: 243 then fie Bappdicr will
Prowids 5 copssponding rafend e eredic 1o, Orwill be eatitied W ensive the Apount of tht,
vediation frors, the Racipiens, Any reling advics, document ot sther Snfomation tescived by
$e Revdpise fiom the Ausirlian Poraton (s i relation to sy supply mods 1ader i
thees] shall beconslusiva 2a ta tha G5 payatils In relstion o that supply. Auy pavient, eredit
or ke puder this parapraph & decined fo b & paymort, credit or refnd ofthe afditionad
amauzt peyabie tockeroibue 743,

25,
251

B2

Guarantes by Setlers Gi:earantm
Guarantee and indsmnity
it SeBier’s Guaranty

{a} apeonditions)ly and Srevoenbly grarentees o e Buyeron domand, thedus aad
pensiugE perfbimaecs of e Seilk™s oblipations undey this desd ard fie
“framstifonaf Sexvices Spreenunt; aod

{b a5 & separate sud yddidonal lisbility, indeinifies the Buyor againet off Indemaitied
Loss, eetings, procuciings and judgncats of any Tetur, ooured by, brmght, made
ar teeavered Againat the Buyer jifitng oo any deml o delay i e due ned
punstus} prrrmanse ofihe Scller sohigativns wnder this deed aud the
Prapsitionnt Scrvices Agrenment,

Fxtant of guarantis and indomaity

“The Hubility of the Sclier’s Guaraator aader this clivse 25 i not alfected by anything which,
bat for thie dlmise 25 iniehi opemde to release or exgaenate the Seller’s Guamntor e whole o
T purtfiom iy oblpeions incleding any of the follovdng, whntherwith oF witheut the consent
ot Seiler's Gowanion
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(a} e pront fo the Selker, the Solic®s Guerantor of any odher peron of @y e,
waiver oF othey indalgence, or fhe Wschage or refeon of the Seller, the Sefler’s
Crarnrior or any other person foorany 00y or obiipnsion:

&) sy b yy O thet may take place bebween the Seller, the Seller™s
Grantorn, e Bzzya-o. amy acher prrso;

) thee Buer sxeercising or refenining oo mtroising He righte wder any secuity or
any ofher rights, prwes mmmdmngmnﬁﬂ&usﬁlﬂ the Seller®s Quarantoror
any ofiet persom .

{d e mcn@nerﬁ, rcg:laameﬂt, eaﬁingmﬂmm?, untenfrrcestilily, filne, loss,
relracs, dischargs, oril #ither it whele oz in part and either
vtk or wHhmz 1 il +f uuwo?‘mfhnfmﬁeldzi}'the

Bmﬁumtﬁssmﬂr mem‘zm Gummwwmqo&mm o by #ho infdng of ©

or Failines 1o take any seourify;

(=) e S o7 omissiom or may delay by tho Seﬁamﬁ:u!}nyermgwemhcemtkc
Seller's Cumrantor of amy defiudl byrthe Seller nnder this deed; and

ey} ey Lepal Hmibation, Sisalility, Tneapavicy or cikerchroumstanzes relafed o the
Se¥er, the Seller™s Guarsntor or ooy other pergoy.

Frinsipal and independent obligation -

“This clnmss 25 lna princhpa] ohigation amd 1s not to be freated =3 ansifiary or coflateral 1 sny
-ofher f3ght or obdization did exdersdy o cover this deed and dhe Trensfttone] Sorvices
Agreoment as smended, vavied, mepplementad, reneded or replaced, -

Continuing guarante? and inderminily

Thiz clapse 25 fy & confinuing obligtion of e Selles Guarantor, deepite Comgplotion, and
romzins wibil foresand offect for su fong 2y e Selfter has oy Sability or chligation tu fhe
Beyer wnder ¥z doed md the Transttions] Services Agreemest wkif all of dose Febilitios or
oblgations have been folfy discharped,

Mo withholdings -

{a) ‘The Selfers Ciisrantar muet make o payments thae breome dun moder s efnuse
25 frap anit et and withowt dedwotion of off prasunt mnd fme wibihol3ings
(incTuding foest, dnties, Tovios, Fepusts, deductiodsand charges of Auszmlia or any
etherjarisdistion).

[:}] I fhip Seilers Gumrantor B competiod by Taw to diduet sy withhelding, then i
nddition to any prynsent duoamde: Siis clease 23,k must pay to the Buyer such
smowmt ek Is pectssary 1 ensues Bk fe 1ol smovnt veesived by the Bigyer nftay
withtholding equals the moount the Bursr wendd ofierides been cotitfed fo Hnot £
the-withheldimg.

LonPHIRIIGY Y,

258

P %

2510

Cyrronuy

The Selfec®e Guarnntor roeet gy 23 monsye that 3 henomes HRble to pay vnder this cloms 25
in the ctirtency in Whigh they are payable trder thindrod and free of any cotmmissions and
sxpauses relating to fornigm curency Sonversion Or any sther charges or sxpems,

Mo et ofF

The Seller’s Goamantsy hae ne ekt o set off] deduct or withiold wny monoys thet i maybaor
hreome Halibs 40 pay ader s claose 25, sgainst sy moneys that fie Bayer or any other
Buyer Groyp Memher may be, or beorm, Tubleto say 1o 3 Sctler Group Mmimrw!mﬂm

voniler e deed or ofherwise,
Selter’s Guamntor's Liabiiy

T Sellers Cuaranie's Bability i respect of any Clabm $hall nod exoeed the Seffer’s Tability
in respect of that Claxin:,
fFaymente by the Sallars Guarantor

The Seblees Suneastor will pmcu.n: e Sefler fo pay ol peymests to the Buyer wader this
whutse 25 and 28 such payments shall be in redoction of the Pawhass Price.

Rasiyning bansiit

Tyt Bugyer mity nesign the benefitaf mis dawse 25 withoot e Settor's Seomntor's consent i
the mrsssiwihe Sonetit o this deed with the Seilers RSt

Motices
How nofice to he given

Hach commuaication (incleding each notics, consent, approvel, request and demaod) uider-or
in somoqtion witdh it deed:

{zy iy bo given by personal strvice, post or ficelmite:
) msths it writing:

) st o addrmased a5 Tofbows for as nlwrwiss RotHisd iy tal, prtyio sadh ofier
party frowm e tn Hime

@ i to the Selter
Attention:  Comtprany Sooretary and Geoup Counsel, HBOS Austelia
Address  Favel 28, 45 Clarence Stoeet, Sydnoy HSW 2000
Fax pebes; 461 2.8299 695

with a copy f: Clayton U
Atention: Rod Halsteed/Karen Evans-Crllen

LRgeSISeaIs0nT .=
OSHEEEHG0p .

LetaAtagngTa
Sheee Seds Dend Aerdmrss BOG
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Addressr  Levels 27-35, No. 1 O'Connetl Sweet Sydey AW 2060
Fot number 4612 £220 6703

) ift0 the Sller's Guacuior:
Amentions  Corpany Sesresary sund Groip Consel, HBOS pio
Address:  The Mourd Edinbuygh PHI 1YZ Unfied Kisgdom
Foox mumbes: 33 243 5545 ‘
with & copy to: Clayton Uiz
Stentipn: Red HaistondFaren Evans-Calley
Addvess.  Levels 2785, No. 1 O'Counelt Strezt Sydncy NS 2000
Fox naunlbeze +612 $220 6700 '
() HwohoBuyer
Altestion: Yol Hatton, Compony Sisrotery
Address:  Level 2, 48 Mastin Flasc, Sydiry, NSW, 2000
Fux number. 161 3 93784703
. with 4 copy 1o Frovhills:
Avention:  Tony DamianPhdlippa Stose
Addras: Lavel 32, MLE Ceatre, Mactin Blsce, Sydnoy 5w 2000
Fas mursbes; 7612 9322 4000

{1 {mmawcfpmmmmw&smﬂcjmusi@ﬁkyﬂwm
mekdng it or {an that poriy's behalf} by ti saia:i‘wrfar OF any BHOMGY, dirpelon,
sexvetary o wuthocned ageot of, e pasty: and

{& :mastbedcﬁmcdhybmdmpmtedh}gm?aapmtmtknddraSSwm fax B
e b oF this add: s, IR il wﬁhﬁbmnzﬁ.i(c). by

Whien aotice fwken 10 bo recsived

Eac]; stuenunicasion (iclading sock noties, sonseus, spproval, request and durend
n sanheoticn with this deod I faken 1o be neccived bygp?{nﬁdl::s:éc ) wadsr ot

{0 {in the case of preraid post Senbt 4n address n the Swne counEYon s thivd day

after the duto of posting;

by € the case of piepaii post sent 10 an sddrass n wnoth :
il g‘is; ; 8 10 wnather couniey) on the 51k day

2
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= {in the orse OF fax} &t the thox It the placs fo whinh It is sent eqaivalont 4o the tin
shown en ihe tansmission sonlivaation rpod produced by the i macking fom
whish £ wes seal and

{d} (it case of delivecy by band) ondelivery.
Smmunalich ol olimrwise by takep Wbe eued on o day 15E nosa

wmgdaga;m Rty Tody babioivio b Toralyedd s 6.0 s e B byet wiorkiing diy
{Mvrisking S o ‘Suadey orpublic holifyy sod onwhid

Sandidny,
bufinky 20, ot far‘ﬁmmscmaily in thw;shww “Whiol e commupicaiondapustcd, stet.
or defivered).

265  Loecal agen’c )

Th Svlings ! Gpam;gtwumgy appma!s Chaon Ut 45 18 giont for e service of povess
. : oi:hzs agrmuug.zfczamamz oo be
G i

wwmms«:xw o Gletiing thess Jnfgmr e Biryer :
addhias oF s praoess raent Tkt 20 Bashssss Diny of e eliangs,

2f.  Entire agreament
Fhis fiesd constitubes o otire agreement hotvicen (e paztivs s reletion 5 e subjest fatter
inclisding e sale snd porchzse of the Shanes aad supersedss aff provions s gresmants 2nd
andsestapdings bebvesn the parties i eeladon o ity subject mutter,

28, T Genersd

84 Amsadmenis
“This doed muy ouly be virded By o dosument sigved by or oo behalfof sach pany.

282  Asgigamem
A parly esnngt assign or eitwewiss ansfir oy of s ights uader this doed withoot the prieg
waisent of eauk olfiee party.

283 Conments '
{itless this deord expressly provides otherwiss, a conzent ender dils deod may be piven of
withheld in the absolate dizwetion of the pady waitted 10 givethe consent and fe be wifetive
st be glven In wilting. --

28B4 {oundsrparis .

’ “This dred ity hae@;wm i poy mamber of ponstinparts sod by the parfies oo coporets
sonaterpass. Bach codnferpart eonshitutes an odigiesd of this deed, and afl tugather sonstiduts
ot deed.

' FopEN TR ' 37
CORSEIGIERE
Lol dsaiont )

Hiyps Sele Dind Ao TUG
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Costs

Exoopt as atfiorwise provided nihis deed, each parky must gy it own cosiy and expemses and
the SElir muge poy oy eonts and expensas of exch Getp Campanvmmnnuncnmik
Rzgotiting, ;swpanng. cxecuing and performing this decd

Farther acts arxd docimenis

Each panty st prompFly do ot farther acts and exmate 2nd defiver )l ﬁtrfﬁardowmats fin
Sorrm and conteot s ombly satisfirctory to that parly) rouired by hw«mnzbiqumlnd
by amothar perty 1o give efikot to fis deed.

Stamy doties
T!m‘Bnyur -

{8) °  mustpaeal siampdatics and amrrahtaﬂ Bt e peneitios in wapect of s deed,
the pmﬁmaam of this deed any pack tmasaction offectad by or mads vrder this

oy snngh pay o fhe Seller oo Semand w0 asennt eguat o 3B Brfenmaifind Logsas
wafEred or fnormred by the Solfer arising out of or ix conmection with any filore 1o
comply with cleeee 28 i) md

<} iz anthorised to apply for snd refsin the prosesds of sty refind don iy Tespeat o
m:pﬂlrly‘pmlé ander is olanse.

Without Rmiting azy other provision of this deud, the partite agese thap:

£} Bilere fo resrelse or enforce, or ¢ Selay B sxorcisig or snforcing, of the tarfisl
exezeiss or enforcement of, 2 right power of remedy provided by evror trder this
dand By 2 pirty doby not prechade, & de a3 wakver of, the Sersisn or
enfoeiment, or finther sweteise or enfimoamant, ¢ thst e ey Sther right, power or
romedy provided by law orvuder s doad;

&) # swaver ghvend by ety Tisder this doed is enly sffeotion 20d binding on the! paty
i ghven or vonfinmed in wrfiing by that party; snd

{5} o veafver of 3 breach of 2 torme ofthis deed cpetates v x welvey of anefher froagh
o et fenn or of 2 breach oF amy other benn of this deed.

Spyerance |

H asmy provision o pat of & mrovision of this Jeed s 2eld or fomed 20 be vold, invatid or
otherlse imenftrceable foletlier By respoct of 2 particular pardy or gonerallyd, #will be

Laneftptzs00T L 5%
DUSHHEST{Cop

138

Ry

desmed to b severed tathe extert hat 1t b void o to The extentof vickbility, invalidity or
unenifarceabifity, bt the remnafnder of that provision wift remaiu in flf foree and efftes

B¢

8,  Governing law and jurisdiction
254 Goveming Jaw
This deed §s governed by the tase applyfoy in Mo Sowt Wales.
282 Jurisdiction
Each party tevacably:
I {a) submils to this nom encitsive forisdiction of i coets of New Sonth Wales,
Comssonwealli courts having juris@con I et stale and the canrls compatent to

gatnetitive apprents from those sobrts, with respact to ey proosedings thet mer be
broweht of 2oy Hime refoliog to this deed; and

by waives auy ohfection H mey have now o it the foiire to the vemoe of suy
proceedings, B any ol # may Rave aovy or iz the fishers That swy procesdings
tivoe Bees broupiE i on Fioomveniemt forstn, B 8t vintes Bkt withln dfanse
28.2{a).

tropcRi 0MIIERIR ' g
BASSTHIA (o

1amity
sﬁ%ﬁﬁm Guialach i
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Schedule 4 - - Separation Peinciples and Transitional Services

Frincipies by refafon fo spocific assels and cordone

S A
Sl iy
e AIE Ak of Westorn Avstralia L
ol :a_."?:a.g heW st Ty
o hbstevel 34
: H03: St Gonirgas Tormane
SN e WA S0ED
Lapsh102235002. ™
IS4 R0
TamnRuEn 1

1. Finencing arrangements

The Soller axrd fhe Fayer sl %mm}ﬁm& it {and B e cuse of The Seller

prassre the endey info of) such arrang 25 ore 5t iy provide for

Fleancing arrpgements betveen Bank of Scoiiaud pie, Ausirafia Prapck (BOS Aush)

and Bank Wegl:

e ol deriosfives conttards and M@ngmg&mamm inte between the Seiler
qu&andﬁ:cmwmwd Smmirw's anmr: ried % 4

3] tee transfur of 2t managenent by BOS Aust as ageat of hadging seranponmets ond
other trsastiry sxtiviitig i the nawe BankWest or gy ofher Croup Comyrsy to the
Buyer (or any eolity vominste by the Boyer):

() if agreoment 35 rrackod Witk tho cowtapadyto mdxmntw!sm&uﬁher
armangeends, The novebaninnyEr brvme of aet i assusnniion st reluneo
ofthe derivatives cm!:m:{x e} eﬂ:cr by mmm Trtovnen the Sa!!ar
Grotp and wstummof tbu&mkamaStAn&ewﬂsBzmms
Forh i }zqgg}, Yhe Seller and mmmmm
roasomb!ueadmwrs 1o prcetira fhat mch sevation sl cotrs provided
fixst 3 the: Biyror and the Beflee ngres, o pond Saith, Set the momiber of thess
transactions mekes seeking revaforgdznmant impraciical on the Yosis of e fme

Lopni i BOISRET 75
RSO Bu

T
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ared coer which woeld bo wrpeaded, the pities e released from this reasomable
eadoavis obligation;

] I zwlafion to e dmfotives comtracts angd hedsing Atrangrants botwess The Seler -
Cirougs it enstomecs of e BankWest and St Andrew’s Buslacsses which are aot

sovated on the termes of parageaph [6):
0] BOS Aust (znd 2oy other Seller Group Member baving the benshit of

e 8 pustatee, iany) it Completion rel the giobat o
mmmmmsmm mespectof any kansartiog catcred
{utey after Completion; and

{&) BOS Aust and Bauk of Scotiand gk faod any other Seller Group
Neeaphies Davisng e Bt of such & goarantos, # any) 2t Completion .
relegsss the clion Spsoffic mupsters in respeet of ey fansurlinas
eateved inta after Cloroplefon,

aad Hat the Seiter Group Mrmber i i pasty ta the nedevant derdvative sonimsts
ang bedgiig srangements (Relovant pag):

(i13)] eonsults with BrakWest fn relafon to ench refevant ansaotion s the
eoEreiyo ofvights wider Ty

£iv} compliss With sy nstoastions of Bk West wiik respect to eaoh

. Refoyant Tramsection b relstion fo the taercize of tighte which the Selier
Crotep Membir aoting teasondbly detosdnes that thas undes the
Relevent Traussction and, if the Selier Group Member detesmmin o5 so1ing
seasoaatily et 10 comply with the Instruetions will R i 1o by
eny ¢oxls, BankWest b indemuified i for any such oosts and provided
Hhat, in no circumstances, will any Selber Group Member b roquied m

wpmmies pay legal proceedings or any cer proceedings of 2y natne

or cufer Ento any new or einded derivatives ooatreet or ofher hedping
BrRARTmANG;

¥} foes nit mememd, Vims, B5ER o Wolve any provision of 2 Refevant
Tegusandon withoor the pelor weitien consens of HankWest fsuch consent
to be granted of wikhald ot Bank West's sofe disaetion)} and agrees to
cloie out uny Relevant Tracsaefion at its mark to matset vadyy
{defermined inteeordanee with the provisions of 1he Relevank
Teamicion) i sequestcd by BenkWest srd this I pormsiieed in
apcortdimae willt Bhe tamg of the Relpvont Frassaefon;

in selation to deslvatives contrmnts ind hedging anmnpements betwpes the

. BankWestaad 2 Andrew’s Businesses snd customers of the Sefer Gronp,

rensonable eudervairs 1 be nse i pooeiyo that those Faasaciony pre Sovaied o
the Stller{or 2y saiity sominsted by the Soller) in consTdeimtion for a setlerpnt
atncrt {whinh will b payable by the Sulic Grong Mealexte i relevant Group
Comppany i farewably jo b e T nEWest pad St Andrew's Busiesses and by the
Buysrig b relevent Seller Grovp Mewber i hyomeble to the Solles Sronp
Iember) eual 1o the agreed mrk to ket valpe of e rleva Segvative
coateasts sd Bodging norengsiments, pryable o the dags of nosation;

k3

&

i1 relation o e derfvatives contracts and hedping acrangereenrs berween the
BaniWestand St Andrew's Buginesses aud cestomes of the Sellor Group whith are
i noyated o the temes of pasgmph {€):

@ BenkWos (and any atber Grokp Company) refesses e globsd guacsmon
bepwosn BiakWest snd BOSIAL (sd any oiher Gronp-Corspany, i
relovens) B respeat of uny trancaniions talered jmo afier Completion;
anld

+

{iD the Grong Company Hhat is pasy 1o ke relvvan] derivative Sonuacts and
hedpiog sisngements {Other Trinyscefogy):

A consuits with the Sefler inrelation o cach rslevant wansastion
aad o exgroise 0f Sghis under iy

B. gomplies with any Istrcdions of the $eller with reopect to
each Other Trangactin ja seltion fo the exuwise ofTights
which the Groug Company doting reasonably dararmings that
it hag yniler the Other Fransnton und, e Compary
dex aciing bly that to comply witls
instraction Will resgtize it J0wur sy wosts, the Selin hus
Tndemaified i for say such oosts snd provided that, inno
cimmsipnees, witkeny Gioup Company Be reqined 1o
it oy Lozl p dings ar suy other proevrdings of
any szt oF seler Ik any new or amesded deiwitives
nRet Of Uik Tedging wanaiemen; .

daey pot ascnd, Vizy,. Asalps O7 waive any provisios of e
DOiber Fransaction withowt Lhe prior witttes consent of the
Beller (uch convent 0 b grasted o withheld o the Soller's
sode diggretion and Bgrecrincloss eurasy Ot Tranmeion
st 3ts madk fo warket valoe (it mained Invcennbance with
the provisions of the Odhier Transaction) I requested by the
Selier gnd this Is permbited i sccordagss with the trmg of
e Oy Tranwstios,

Notwithshnding sny other provision of shis purgraph (8, ifthe madim cuposure
oE B Wk Lisder Yo deriyalives sonuaess and Redging wmgoments Dl be
BankWex and Bt Audrews Susiacss psend customers of the Seler Gronp s

dutexenined Dy fhe Seller end Buycr, by speswcnt; 3o be s materia} armonot in the
oantect efthe ons contemplated by this agy +, then the Seller wit use
all ezsonable endeavouss o Fmdns that thess Tansuciins v closed o providud

. kI eeonomsit, fivim the prrepeetive of the Sclier Group, to do zop

SFT s Betwern BunkWesk and eithey CEAL or BOSTAL

- (o,

st Coraphotion L forminatios of any ougeing ARkney relatonship or agreement
betiean BaniWest and CFAL, in velatfon 1o buginess apout Sasaring Bansactiony
it releans BaekWest Sonx aY Babilifics 10 CFAL B respec of ihar sgemcy
webatiopship o agresoatnt (provided that 1y will sot Bmi e cbligations of the
partics wder prseaph 2() snd 26 of this Scheduled);

existing Dank pearandses and letters of credit provides by BaskiWest for the ascoust
or at the request of BOSIAL (or any custormers of BOSIAL) sre norextwaded or

Er)
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otheraise varled 50 35 Jo alior B chifgtions of BankWest e contine 1o be
siffeet o e indemmity In place fom BOSIAL amﬂ:Wm a5 at the dete e s
agrmnen;

()] A Corpletion HaukWest and CRAL to enter ints s2eh ngresmonty o e Biyar
and the Selier, autiog seasondbly, agres ane aescseary to Ensure thate

{i}

63

i)

L REART 0T
RAEEIAGE o

Rk Dl ADaboenta 05

BankWest retaines, or in granted, the exclusive sight to control the method
and manner of tnfercsoett of agy Scounily, susloding any Sectrity
reluting seludy to assety Bveoed vt amy BAT Agresmont (i BAT
Serurity) given & comecion Witha BAF Aprevnet foach 43 defined
order i Prireipe] and Apent Agrewmnnt Sted 12 Outoler 2004
bebtrenn RankWest fas Agont) snd CFAL (8 Prioeipal) fthe BAF PAA),
esbsject 10 the tffowing:

& fFCFAR, after complying with is oblipations wader
aubipasmgranh {ii) below, mad aller comsalfing with sad
fndemmusiiying BankWest regelred evdorosment of sny BAF
Securityto by conrnenced, BankWer! will promptiy
eommtmte el swRaceswnt aefisn wsid easuTe that tis
provtptly comfioned o good faith and

B el amm!sowﬁr%!m ke West that se seomred Ty ey
' BAY Seenrity b fully and Frally repnid, BendiWest

silf att B soeordanes With e boctions of the Seller or
CPAL i rospe of control of the method and nanmer of
anftroement of et BAY Seovedfy (ohieed to the Saller
rseeiing the costs of BankWest &n dotag sv or snch costs
baing reeovershie Sron the proeseds of enforesment of the
BAT Secudly) mad DankWest will of the cost of the Selier
franzfey b CFAY, any such BAF Sew.tymkercr;mt ofthe
Hedler or SFAL; and

o, i amy onse, BankWest whi consoltwifh CEAL privr in sy
enfoscement imiion belng copsmenced frd In respect of 2y
sndtantmnt 2efion et s bk

CFAL wdertelos and ogrops Hiat ibwil pse o¥f reusonabie endeavonrs,

. to the extent that, hocanse ¥ has leggttithe or aseouty Tolseest over B

‘Telovent sevet, it hus lopally afeeeahie riphts ta do se, 4o have pocoinse
o iy seest of = Custumer (ar Sefinad under the BAFPAA) (BAY
Coufarner) that is fnaoed ander fhe BAF Afvesmees bators it shatf be
entitied 1o recover vrdfer ey BAY Seceeity and most conmult it
BantWest brigr 1o sy kalt i dpmitet el and sharcs
prosveds of tecovery pat presu; and "

BandWest and Gwith respect & ay shorli] followitg the srerciee of
sy Fights Of CRAL ngingt 8 BAY Costermer o pecetyeferred 40 in
parapraph G5} above, Faoy) CEAL, shall roh pard preeser 25 between
Tremelves with spect o the proveeds received Bollowing fhe
enforeensint of 5 BAF Secarky with vespect o that BAF Costomer
(eotect always 1o pangaph () sbove).

AH strangaments eurretly supptried by BOSIAT aredirwill be supplemented 2t Completion
Ty Seder Suarantor goavantes o market priving # such priciag s aproed betwoan the Buyer
and the Seflor’s Guarantos.

Mok te Brayber

“The Bigyor and the Seller sibe Bt P any winrk to mardket valos of any durivatives contracty o
other hedging armmpements cannot e ngreed betwonn the parties s acoordance with this
Soheduls ﬂh&}iuﬁ:md the Seffer will 1omty approach ech of Wasira Bunking

e estionn sl Bk Tavited andAustradfy and New Zoaland Buddng
Ehnlted 1o epak o g mbmm viten: Thcnza:ktamarmvahamn heths
avrreps of the arnuunhs that are quoted Ty'thews 3 finandist sttions.

2. Pririciples refating to employess, premises, systems, assels,
shared services and Rnowledys and skifls fansfer
The Buyer s Sclferagres that (e poriad fr services to bcmamnamam ot the
dend f5 infendod fo b ne kaper hay ressmably #cinye an ondtedy baneiton in
Fivn temafier of the owinerhip of e DandkWart ond 88 An sE:ummes o dhi Buyer, Tn
muost crses, Sre Bervicss Period il be £ momthy or shourter Brwerey In relatfon 1o prosbics and
systeres, o Tonger preiod & Hidlyr to be required alifioush the Duyer md Seller will work
fogeiterfo costirn Mgk it 5 no Jonger than ressonably nesessery.
) Employses
n Tolutions to Bmployees of o Group Comparny whe ave ss at the date of fils dond
engrged in the Retzined Bushrezses, the folluwing privsiptes will apein
m Gi-the ommloyment of the persons whe z'eamaH'r ok eushusively, or
elmost sechidvely in the Retined Besh it} o offered
mplovepend it sucordime with the desd a5 Out of Seope Emplovees;
{i} B persons whe wodt Fae ot the BaokWet wedfor St Andrew's
Bucfnesets and the Retsined Brsinosses will continue in thefe
employmendt with: the axcoption of those permans whose transfer s
pecessay B ordey $o enayze thatal] capshililes regeined to contict fre
Retsined] Brsinasses remain availsble after Corplotion. Such persens
il become Ot of Sunpe Reaployers when agreed bubwesn the Sefler
and fire Buryer, The Seffer and the Buyer oifl work dogetier o Wentifiy
tha sppropeints ertployees to o classifed m ot of Seope Employoss,
‘l'hase tnyese will s offarad snploynoest o soamdence with the
of Seope Emplayees, The Seflr and the Buyer v work
'Inog&harfo ensore thet the Bauployees seo idontifiad and agrond in
suffigiant ime o eagble the Sellor tocomply with ity ehligations veder
cigmss 1.1
& Lessed Pramises
D) ‘The Temses of myy prosises whichare nsed solely by the BanXWest and
£ Andrew's Buelnenses amd which sra siot feld by a Groop Compimy
wrifl Le transfened fo the Buyer at Completion uwider the dead.
1 : T
tasiatin

bRt
Fhaen Brin e St mdman STIDG
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e

() InFosportoR prnises which ixe a8 at s dale oF 1Al deed shosed by the
BarkWest amd St Andew's Busioesses snd the Repuined Buslneases
{hc!qd%:%‘ﬁrexmp& BOBT, CFAL sod thelf respsutive head offine

A whize the mejorily of the spece svailablo under the lease fs
bsedd By thy Bogk West and Stbodrew’s Bosieares but the
lessea I u Selier Group Menbos the Kease wili be transferrad
10 1he Buyery .

B. whre e majority of the spaoe avalible mudls the feass is
o By the other Reinined Buslatsses but the fepspnlsa
Grzonp Compeny, te Jase will b8 transfrred to the Seller,

o, Wmmmwﬂham&ky&aamwk&h the
presmizes will confinne to be Srumd for g insiion period of 1
year iblfowing the Com plation Date; and

b, . the Buyer and the Sciier witl werks topether to agres & 1o

jocelicg phan whith allocatss. sepriats spazes 3o thir resprctive
bawinesses in praponiog ki reapective amployes .
beadeown ard oiliy sofvant corsideritions;
{3 The sub-lespes will cormpatsuse e lessen of sharcd premises on 2 oosi
meovesy basin .

The Buyer and the Sailer Wil work together and 10 all Biings renson BRGSSREE
o obiEin ey consente which are reqiied mmmmamm%md
i this Sebicdile 4. ]

held iy hSclthmanmbwmd Erysed onelissbysly o o E1olisively 0y & *

Lrronp Compaay S e busioes opsaratipns will ba Formndd W' Givdup Catepay

BenieRed I g Buger,
Humpss:

W pequested by the Buyer, e 1o any same or brand et 35 vsed by a Grosp
gam,ganyfwhsbushesswm b tranined 1o 2 Gronp Company nordented by the
uyer. " : .

mmwéwmw a9 all i s reasopably necersary 1o franader o the

Siles {or ather Setler Gidup Membiari) prios to Coxapletion or, if this fs not

FoRiTbli 05 soon Rs prestieblc pler Complition:”

m____,,_fe};iu: dipteain et o M mpbbosksome® wiich is svred by BalkWesy
- ;

{0, fhs “Bank of Seotland {Austrafio)! business neme which is segisteced
I alt Australins Statcs and teitoriss in ths neme of el Vest,

Systems;

£0

@

63

{o} ) Aetss
@

]
@ Shared fervices:

@

fa respent o vach Information fechrolopy and teleconmnunications
syslewm, Bem of hardwere and seftwass (Including, without imitagos, he
Core Busingss Bystore) which Is ovmed or livensed:

A by 2Gronp Compnay 2ad ased 5t the date of s deed by 5
Seiler Cropp Membes; or "

B. . byaSsller Gronp Mesmber and nsed ar th dotr o this deed
by a Geonp Cotmpany

{the Shared Syatecs)ts rcfevant Ginup Compuny or Scll Grogg
Tfesuber {as the vase may ) will Bosnss or sub-Hoense the Shared
Systins to the refevant beer{s) for o transiion pocdod of 3 yeurs and wil
peovids all aosistuws and Information reasonsbly sequived b Sapport the
Shared Systens.

The Fesace (or subdfoates) snd spport amsngements will be provided
nF ootk

hmamm(mmsﬁmm systems) which is 25 ar
the date of iz dead:

A wsed by and matoriat 10 the conduct of the RaakWest and St
Aadrow's Busipesses afahich I8 owecd oo leased by 2 Selier
Group Membes; or

B. used by and maferad 1o fie banductof the Retmined
Businesses bt whink is owned or feased by & Group
Company.

theBuyer and Seller WG wovll i0gethor 0 huplemenk a gtan wader whish
aonass o provided o thee refesnt sset for o tansidon peded of 6
mouths, untl the Bryer or Sl fos the wsy may b} & able to puzin
place sltecaative armopsmonts.

It iho rolovant agies fs owmed by a Seler Gronp Metaber b s used

basively, or shnent sxelusively, By x Oroup Copageny for irs busioess
cparatdons & may piter 65 Complolion reguest dut the relevent assct e
spsed 10 & Crowp Comparty prine to Completion proviied Gt the
Brryer will enter ighe tny posh-Completion arcers snmrgements that the
Bedier zpay veasupably reguire{sd cosg).

Acuss to asssts will be provided at coat,

Tnwespect of each servios provided by: .

A & Giroup Comapany 2 nsed attbe date of (s deed By a Safter
Cirhrgy Membes; or

B. £ Sellne Geoup MMomber and wivd ot the date ofthis docd by s

Group Company,
1
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er provided by o Thind Party tor
o & Grogp Company and umd ot Pe Sate of Bis dved by a Seller
Cxomp Membes; or
B & Seler (Sromp Wember and nsed al tie dole oF this deed by 2
Group Company,
{theShnred Servieed),

ihe rebevant Ceoep Compnyr o Soller Groun Memher {25 the cuse may
e will malee stk Shemed Servicss eveileble to e relevant wsets) fora
tremsition prviod of 6 menthelor sech shorder pratod a5 he Sclicy and the
Buyer agmsj. .

[ The Shard Sereions will be pravided at eost.
Esrowledpe and S transfir:

N Suhfect to Ty Applicabls condifeniality obligaiions owed by s Seller
Grwty Mimmber oy & Grotyy Company to any Thind Farty or atherniss at
e

A, anck Selfor Group Member wilf tse renvongble sndeavous to
ensrs that @ mufFelen bnoodedos ad sEills tausfr is
cffected betdnay g vefovant Seller Grovp Member sod aach
(ironp Compy i relation o the Shared Systems and Shared
Bervlows for o tmmsitjon podod of 1 yoor (or sach shorder
period as the Buyer and the Selior agres); pnd

- ench Gronp Compdny o gse reasmmahii endedtows to

. ensare St 2 rafficient knowdedye and sEiRs ransfr i
wifectnd batwen the roluvant Growp Comparty and each
Selier Grotp Memher iit yefafion to the 8 Bystems end
Shiwee Betetives for it irunaition period of | year for such
sharier prriod as tha Buyerand the Selfer agres)

i Hrierfedipe amd skEl with be provided at cost.

(i} The partics W nye rettonakle 2ndeverrs to agres o ftorfer pesiod dian
1 yenr $or the preposss of ubpargraph ()4 2od (8. =bove,

3. Principles refaling fo {eminating agraements

=

L RS EIER

The Selter i the Buyer svlmondelzr and agess it tach of Hio Blfowing
agrdements i 1 be tauninated 25 sooh ap reatonably Focticdds and thatthe
servinsg provided under fhone agreements will fubiect to S prinsiples fa s
Solimdate 4) ke nddreered in the Transifons! Services A,gmemuntm ancordance
with the prineiptes in chase 2 of Gl Scheduls 4

B 6o agremment emtitled "EROS Antratia Shared Services Agroeert’
dated 31 Senvamy 2008 betweon BornkWast, the Selior and oters;

)

6 {he agreament enfitled "Mamagement and Serviting Agreement® dated 14
Jopmary 2003 betorren BankWest snd BOSIAT;

. Y the: sgresment ontitled "Menagemeant and Servicing Agresiment” dated 12

Dhetaber 04 betrcen DenkWest aed CFATL;

v} the agrepmiat afitled “Principe) and Agsnt Agreemont™ dated 13
Ootober 2904 betwoen BankWest and CFAL;

[0 {he agresmynt satifed "Otteanecing Agresanent” duted 29 August 2005
Betwean BOS Aust and BankWest,

(?i;} iheas}w nententfied "W f el Sm@&gﬂgi‘&mt’datad‘?
Scpicmbﬁr JO05 betwesh MWestmc! BOS Austs vred

i) the ayresmert entitfed "Lakour Smyply Agrcement” duted 30 Navembar
2003 botwenn e Selfor, BankWest, CFAL i sthere

Mo new transanfions wit] be entered itto 25 5 goot or othervfiscumd or the: sgreementy
reforred to Ty ul-parameph fa3iv) or (a){v} #fr Camplefinn.

4. Secorify Hrusten Services and Barviving arrandgomants

Gy

&)

Lo VERESI
ASFIIESE (Com

T respoot of noy cecurity tstes sexvicns provided by

6] # Seler &awmwma%&mmwwmmmwofaam
Bembedd iommRay; or

(&} bry 8 Gravg Compacty ton Seller Growp Member or 2 enstomet of 2
Selfer Growp Member,

fhe Selfer and $he Buyee wil! cnter Tito fand provutrs the entry inla o} sach
arrAngIments BY. 2re nestserry o fanyier such custodist B ity Frore the
relavant ety 2

i in mepect of pivtpraph (2)(ik shove, uny eutity tominnted by the Buyer;

nnack

i} n rc-s‘p-cct of prrigraph (ZH30) shove, oty eatily nominated by the Selfer.

" respect of any rusidonttsl morpaEn-bocked yeamity francaction (RMBES of s

Grovp Company, the Scller and e Buyer will enter iito fand procwe the ewry il
of) sch 2 T B 1 y o tmgsfior

i) {ha srvnershin, mamagement and coptrol of sack RMBS 0 BrankWest for
sy entity nominsted by BamleWeet); md

] (i not canducted by & Sroup Compuny) the sbryising of such RMBS ol
-+ related assels 10 any etily nomineted by the Buye,

privvided that i B agread thet ao paty Bss nay obligation to protwre the transfir of
he Invome wnft held by Swen Secusitisation Pnaes Limiled i wespect of the
RAIBS hrvoromy 25 "Series 2084 - 1P to the Buyer orany other person,

B k]

LoaaRiBiaatiLl
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Principles relating to fransfers

Tol Seller will grosrs th el of s avnsblp O BOSE Secadity Servioes Ll s e
BunkWez Gromp 10  istos 1 Cingletion provided thet any sewarity
WWMWWSMM gt veureet of 8 syndionted Sranving
wkma&mp Company, bt vo Seller Gronp Monkuris a firancier will be transfired toa
pomtinee of the Biyerus sopn av practicshls altor the Jale of iy ymoapent

SONEDU T2 avedl”

‘B
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Schadels 6 - Warraities

FART A — Ti0e and avthorisation

1. Cuwmership and structare
11 Group strichs

Y

&)

The strocturs diagrar for the Groap Compandes set ont in Schedule 9 s sronte

and ¢omyrliets and sharcholdings are 100796,
Mo Groop Cornpany:

(0] 5 the holder o haneficial gwner of eny shares or pthee es pieal n any
' body cerporate fuherever insarparated} except thy any Shares or other
Fnferect it bodds 15 3t cupavity oy custotian, swuger, Susies,
adninisirator, 2dviser, o pomines of a i iSen Fund or, i#Fitiea
Lt insurancs compatry, eennt for any shisres or offer Interest ol as &
et of iks shebubary Sndse:

{9 iz 2 mexgher 6 aerp parinecthip or ofker babmorporeted gssocistion
(oilret thian & recogiised vade swoniafion); or
{5 hias any pramanent sskablivhrnent (a5 thal opreusion Is defined n any
rifervant doubls troafion ayrement} ovtside the cotintyy in which #tis
fneorptated,
1.% Cymership
At Completion:
&} the Saltar iy tho Fogal and beseficiaf somer oF the Shares: s
T ) the Shares comprize 2] of the Ixtued capital of Bank West, St Andrews and
HBOYEE: and )

{=} the Buyor will acuuirs the 5 Jegel and beneiiolsl avmershin of S Shares fiae and
slear of plf Encmnbrane &5, subjock io el stration of tha Ruyer i the ragiuter of
shereholders. -

13 Mo Encwmbrances or offter armangements -

For each Groap Compeny:

5} #t Complotion sl of # shares so fres and otear of 2l Enoumbrances;

T Tes shares ean be sld and yanstérred fros o any cOmpetiag Hghts, inclading pre
smplive rights oF rights of Tt refisal;

&) i:;:;amsbavcbmmﬁzm ksu:&,ara{u!ﬁy poid andd a0 mroney i owing iy prspest

By
& it F a0t tder- am obligation in iseve, and no person has fhe sight to call for thy ieue
) or fanser of, any sharss or ofhor secmrifies I # ab any tims;
SOl IITATSTOL.E 26
OOFERMRL $Capsy
LeNOSTROTE )
S Sale D BOG

) it haz ot issued seermitis with converon Tights tosharns or secitles In it and
there arz no spresmets o pements tider which opffons iz notes
Famvre bewn issoed by 1t wnd
Fiad thime wry so Sobing Agreemert or 7 bs with mepeck 10 its shares,
2: Power andg Acthority
2.4 He lagal impediment .
Theexecntion, delivery and performancs by each of the Seflor nd the Sallor's (rraradtor of
fhils afzreermont: )
&) mmp!iag with He constifnfion or offer somstitetnt docments; amd
@ daes ot constitete n breach of any I ar obfigation, or saese o et in a defadt
ey mary enfarial dgrrernent, or Encumgbrance, by sdich it i bowsd and thet
wonrld prevest it Som sntering Into ind perforning s obBigations uadee tis
) agrooment .
2.2 Gorperats Authorisations
&) Al vreorgsery autborksslions for the syreiion, dalivary end performancs by sach of
the Selker a1 o Sellor’s Guarandor of his Rereenient in sccondmce with Hs fwms
Bave boen obinined oz il be aitained before Complttion, otier thar fie pononts
#ad approvals woincd ndarcliose 2.1
® Each of the Seller and fhe Seller’s Guarantor has fill power snd capasty fo con s
own agsets aiid B enter Ity nd prrfoms s Shligsfions wnder s ngresaent.
{0 Eack of the Scllor and Tie Beller’s Susrastor s vadidly incarporated, srganised and
subsisting b necordancs with the lxws of = place of Vacorpurmtian,
3 Group Companies
Bach Grougp Comparg:
) & ey eotpernted vodir e Tows of the plaes of it Beorporations
[15] s the poer B ot ity Bsvels and eamy on the BuekWest snd 8t Androws
Bustnessos o5 7 s hring sasried on af Completi
) g dnty registered and suthorised ta do business Ip those furisdictions whish, by the
natore of lis busheer and avseds, mrakes regickalion or anthodzation secessary: aed
() hiag conducted e BankWest and St Apdrew's Businsses fa complimnce with the
censtinaion or viber eonsitent dreomonts of that Geoop Cowrpany, .
z4 Mo st
The Scllor eters g and paforms i sgresmiom on s owm comet &nd vot as frastos for ar
sietmines of mny othey biyson.
L DAEEA0T . B
SASEDIGEL{Etopy

gt Sals Died Aremalin HOG
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Enforcoability
Ehe Seller's obligationt wnder thiz

5 it ges: enfeorcenble i apoendanse Witk fis friys.

az

Solvercy
o Liqi-sidaﬁon
eithar the Sebier sorany Seller Gronp CompanyMamber bas ’

{= gone, or&s propesid fo g, il Squidation or passed » winding up msn;hzzimar
somamaperd S18ps forwinging up or dissoletion

[153] mﬁvﬁa&@eﬁs@:ﬁmmm“cﬁmwlmﬁ&ammm&m:
. #y ermonisation from ASEC oy might lead 1o saoh notive orapplied for
deregistmiion uider ssetion SBLAA of the Comporations Act;

@ Mﬁm&wwwhmﬁﬁmpﬂﬁmmmwymaﬁrwhﬂ@
up of dissalilion, in thr-eass of s Selin’s Guarantor, o relsiion 1o 4 materind
snount Waick [ fuk capebie of safivficton, and 5o firus the Seller’s Giamator is
avite, thvs bie Ao Sreumstaness fustfiying sk 2 poifion or othar provess;

@ lind a rovetvan, rocelver nad managse, judiclad managse, Higuidator, adminlstresor o
Hke sifichd wppolnied, or bizatencd or mrposied wtnagguhuﬂ, ovier the whols or
& substantial past'of the Badetaldng or profusty oifhie Sofier or a Sefler Group
Sawpenylitamler. and, 3o firas the Seliers Caerantor i aware, et i o
sircamstanceg fusGiying sued an apminunemt

(e entersd 0D, £ laken sters or propased i enfer into, any atrepgement, o prommdse
:mmnﬁﬁm with or pasigament for the boucit of ity ereditars or & elass of them:

& Tt 2 st o exxooution Bisued agatast it or the property of fhut company aad, 5o {3
5 the Ssdlet’s Goasantor is awaye, there ase o mmmwjmaﬁ?i‘;?such am‘;

Soivency

Baeh Selker Group Menber snd sach Grop Company is able o pay its dubts s znd when they
£} s, No Seller Group Member sad ve Gronp Company is takes mider spplicable laws to

e tnabic fa pay its debis or lips pi e
Pwmofﬁndmofmazfm Ui, o Hraiesed o slop or suspend,

“PART B~ ?-’ﬂlﬂ%&t and Bt Andrew's Buslnesses Wancantiss

4. Aecounts
41 Basis of Preparafion
Fhe Acconnts have beem prepared:
@ T accordanse wik fhe Accanatiag Siadsed
&) i agrerdairon Wil B8 requibaments of the rationsdet and
appliosble s ™ Corporations-Aei an -'-1135' othey

i

() i this ner desceibed I the potss 1o Hieny: and

) 7 onsconsistent besis with the equivalent sceounts for the provious acenueting
pesiod, and foclade an woguelified sudfor’s opinion

42 Trae and fafr view
(3 TheAsoomis give atrusan firview of the Stanciet position ofts Geonp
. Cosmpanivs a3 a4 the Avconts Date and of Their perftrpeages e the Baangial
perdod ended ontie Acepis Blate.

o) Sinca the Aceousts Date fhe BuakWes: 200 Bt Andrew’s Businesses huve hean
condntiad i ol matecis] tesprecis in the srdinery snd wypal conrse of huginass, othor
thest for the ransections shutsmplated by Bl agresment and the Yoamelion
Agreements and without miting the fowyclag:

&) e G Covaprany e sold, disposed of o d & Bncugsbrence over
any of its sFsets, oF Snteted nte soy Financil dndebtedogss, worth moo
thon $20 mikion &xcapt in the-owinary cosrme oF busiurss faclading
lesuting irensaefivas whese the Croup Company s acling s crediiady

£ se Group Comprny kns sedured suy binets otk torc@an $10
walion, suoept i he oidisany conme of busiess.

£z} {e¥ Ehters hus Yoo no thange in the ctounting mothods, policiss, prartices and
principtes fom thet adopted by the Gronp Coppaniss in Frepatation of
Avvoonss, Saclnding i prepocation ofilee Last Avcaunts.

4.3 Liabililes ’

] Fhe Avovuis inntuds 2l Bubriitics {whelbor acnzal o epbtingenty of fho Gronp
Cowpanies b the redevantheltnee daies T escordines wiltl e reguimuments
nefered 10 iz Warraniy 4:3. .

4.4 CHf balance shest finanging

{a} No Group Company bs engiged o any fnenciag oc fudging (ehuding the-nenming
of apy b g or aty indrbicdness i Ui nuturs of actepinness or aecoptigos
wredits} of atype st would pot be poguied to be shuwn on mReeted in e ’
Avpounts, .

&, Records ant corporate matiors
&4 Abcounts and reeuds _

All sorosnls, books, fedgers asd fuanelal recoels ofzach Group Sompuny bave boon propsdy

madutuined and do kot contein or tlest any matens] nnccuracivs or materdal disoropuneies

and:

{a) are 3 e possension: and whqualified contiol of ﬁaei;rpap Company: sed
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{B) it employ s, Fh adequats and sfable rectdy egarding the sendonof
Hchcfihcﬁmp[qm

3] o Group Compnpy Hirk veeeiid potfee of any apptication or intended spplication
for - rﬁmﬁé&hwofﬁmﬁﬂwa{m@mmmyo&arreg{sm thet itis veptined

by oxw to3iiinitn.
52 Frosten Aconunts
(z}
5 The Troster Avcotnts of esch Sepormpuntiim Fumd ncfude sil Babififes of the
Supmrumazmnmda:ﬁww!mm‘* femes dates iy soonrdance with the
m@mm r@ﬁm’&! tain Wma.nty 4.1,
s (:on{rac&

(6} | o G, Cpﬁ;mryis Frdafmileor wonld bufn &a&bubi%rmur&;mmmm of
nctzgaar%psa EF Bty oien Ay iresment o' whinh 8 & paky, hav Sueh
defmtt Wil onwlﬂmmy&aﬁﬁdybﬁw #etn & Wil it i
expeksof s Slaim Thrashold

[ B fa as the Selies’s Guarantor is aoen, o oiler porfy fo sy sgrecmont i which 2
Grrowrp Company f 2 party is & defiult, or wonld be in defimi} bet for the
requirements of notics or ko of fme, emder thet aipvtemest, where wach defint
witl, or would veagonably be oty fo give xise to a Werranty Clatn in cxoess of the
Clatm Threshold. -

<} &smmadamafmknwmmnam&w hagreceived, o given, sy
wetes of terTnhilon o sty epreensont o whilch # s a pardy thet Wi, or pould
reasoaahly he ey 1o give i to o Warenly Cliin 11 excess of the Ohin
Thessheld.

s B Gt ay The Seller's’ ﬁ‘mrmar fe ke T otp Compane Y sk 1o gy
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12,21 Non-Retail and Retail Cred|t Gradiag Policy

A Aschived on: 0082008 :
71 Version: 19 by Head of Portfolie Management & Models

INTRODUGTHON

This document details HBOSA's Non-Refail and Relall Credit Grading Policy. This
document is a key component of the overall fisk management process within the Group.

POLICY

Taking credit risk for a commensurate refur is & core business activity of HBOSA and as

stich i§ is iImporiant that not only do we have a dear undersianding of the risks being

accapled, but we also have a consistent method of measuring credit risk in order fo

determine ihe level of retum that we require. In addifion, we need fo be able fo manage

@ the porffolio such fhat the overall proflle refiects the appetite for risk that has been

A defermined by the HBOSA Board, and, in recognifion of the dynamic nature of credit risk,

- we aiso need a methed of moniforing changes to the risk profile of both indvidual credits
as well as the porifolio as a2 whole,

In view of the differing risk and retum characteristies of the refail buok as compared with
the non-retail book, It is appropriate to have measurement methods that reflect the unlgus
nature of these business argas, Therefore, the process for measuring retall credit risk
revelves around & scorecard process that facilitates a porifolic approach, whereas the
business book generally requires more in-depth analysis on an ndividuad credit basie,
Accordingly, this policy document is structured to reflect these two different measurement
approaches. it should be noted however that where a business loan is both smalf and
uncomplicated, .it may assume the characleristics of a refadl exposure, that is "Retail
Other" {refer to Basel Exposures Definilions - link attached below).

Non Retall Loan Portfolic

Non-retail {Business) loans will be assessed using the Busihess Risk Grade System
{"BRGS") that enables the caloulation of the Credit Grade,

( § The Credit Grade s determined by mbdeliing the *Probabifily of Defaul?® (PD) and can be
. thought of as an indicator of the strength of the "First Way Quf’, being the enlity's abilly to
repay debt from ihe cash fow of the operations,

The "Loss Given Defaull" (LGD) is determined by modelling the “Second Way Qul®. That
is, i1 fhe event of businesy faiiure, the extent to which the Bank can recover iis axpogire
through the realisation of secunity collateral, including claims against guarantors. The
LGE represents the percentage of the exposure that would potentially be lost in the event
that the new facllily fzlls into regulatory defaull, The LGD is caloulated via Inputs into the
Risk-Adjusted Return On Capital {RARDQ) caloulator, .

The credit grade s also & key input info the RAROC pricing mode! that allows HBOSA to
ensure that we understand the return that we should be receiving for the risks that we are
acoeniing,

The Basel Accord requires the following:

+ Rafing assignments and periodic rating reviews must be completed or approved by a
parly that does not directly stand fo benefit from the extension of credit. {extract of
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Footnote66
Clause 424)

Therefore credif grade talings completed by sales siaff must be confirmed by an
Independent parly (eg Credii Senclioning, Credit Review). The procedures in place fo
meet this msauirement for the various business lending areas are summarised in the
Chacling of Credit Grades dotument {refer link below).

Credit Grade

The Credit Grade provides a relative measure of the probhability that an enfity may default
by measuring guanfitative factors such as profitabiity, cash flow, and capital struciure as
well as quaiitative factors such as the quality of management.

Credit grades range from: 1 (highest quality / least risk) through to 10 (loss).

Our cradit grading system is designed fo map against recognised external ratings systems
such as Moodys and Standard and Poors as shown below. A full description of the wileria
relating to each credit grade is outlined in the Credit Grade Classes document (refer ink

bélow).
. Moody's  [Standard Poors!
Credit Definiticn Equivalent (S & P)
Grade
1 Exceptional AnalRal-3 I ATAAA TAALTAA ]

A2, AbTAT A

2 Excellant A3 A-

3 Very Good A3 Baal A~/ BBBt

4~ Good Baat fBaal BER+/BBB

4 Baa? [ Baal3/ | BBR/EBR./
Bat BB+

A Ba2 BE

- Average Ba2 7/ Bal 3R/ 8B-

& Ba3 BB-

&+ . Bad i BB-/ B+

8 Adeguaie Bt B+

8 : B1 B

Grr 21 B+

7 Weak / B2/ B37Canl-3l B/ B-FOCCH!

Pass with Caution CLL 0G0~
8 Watch List / Caad 7 Co-13 Cee-iD
Substandard
9 ’ Dioubtful 8] 3]
10 Loss B B

Individual credit grade models have been developed for some of the industry segments
that are often reflected within the HBOGA porffolio, These models have been consiructed
using expert input and statistical analysls to detemmine the key decision variables for that
industry. The indusitty sepments that curently have models avallable are as follows:

Transaction Type &
Credif Grading NModels Exposure Size Range

Project Finanee Project finance transactions where exposure is greater
than $1M
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. . , 176
7 | 0.642469 | 0.6408588 [0.0477844 B B2 Weak/Pass | Waak credils that mzy be scceptable
. B B3 with Cablion | strusiured properly and managet o mitigate
o0 Cant the credi risks posed by soms weak
CCC Caa2 operafing fundamentals.
Coe- Caal

Companies whose managemernt has
allowed the fundsmental proflabliity, cash
flow, and, consequently, capital struciure to
defariorate o the point such that debt
service capaoily may not be adequate in the
short run.

These companies abifity fo mest thelr debt
gervice regurements may be susceptiils o
aven short tem economic and competitive
pressures, Weaknesses usually consist of
one oF more of the following: volatie
profiiabiiity that may have resulled in iogses
in a recent pericd; stralned ahilily 1o meet
debt servine requirements from operalional
eash flows in 2 rocent period; leverage i
excess of the bank's toleranne; volatie
andfer declining sales; sales growl at a rale
bevond (heir abllity fo manage, if hese
redit fisks are {o Improve, management
must iske avtion fo corret current
Weasknesses,

8 4,650000 | 1000000 [ 07000080 OGO~ Caal Waich List! | These are usually sither "walch® credils or
) Bofaul CC . | Suhstandard ) workout cradits. These ¢redits are not
sccepteble new credits, -

Companies whose internally generated debl
service capaciy in one or more recent pariod
has been Ingdequate, resufing in stow or
missed payments, Companies In this
category may have been meeling debt
service raquirements by exiending the irade,
drawing on Enes of credit or through
additional borrewings. Thelr long term ablity
o mest paymenis fram documented sources
in in question and usually not expected
unisss execufion of 2 rhek reduction plan is
successiil,

Additionally weaknesses usually include
many of the following. volalile profitability
that has resulted in signlficantivsses i a
ratent pietiod, inability to meet debi service
reqiirements from operational cash fows in
a@ recent period; loverans in #xcess of tha
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B RIS s AN AT LA A Y AT T

Bark’'s ioleranse that make thess cempanies
viinerabie to adverse ecohomis condifions,
nin accoss to additional capiial, volatils
andfor delining sales, if these oredif risks
are fo improve, management must fake swift
achion 1o corest clrrent weaknesses.

1.808080

These are workout credlts where full
coltection of principal and o inferest is
goubtiul

Companies whose internally generated debt
service capacily has been Inadequate.
These companies are ususlly past due. ¥
tiebt service requitements ara mief, ilisa
result of extending the trads, drawing on
lines of cradit orfhrough additional
borrowings. These campaniss' long lenn
abifity to meet payments from docwnanied
sturoces is Hghly uniikely.

Compenles in this calegory usually exhibit
operating losses, fiflle, ¥ any, lquidily,
Boegativa cash fow and high everage. The
high leverage suggests that collataral, unless)
pledged fror third pardy sources, may be
Inadequate, on average, fo fully piotect the
Bank from loss.

1.000600

Corapanies whose infernally generated debi

These are workout credits where & loss of
pfincipal orinferest is expected and ususly
has heen taken.

service capacity has bean inadaquate to
meet debt obfigations,

Companies in this calegory axbibit
oparating lnsses, no liguidily, negative cash
flow and extremely high leverage.
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Risk Grade lBeﬁcrig;nr Gharacterisfics Strategy/Action Plan

RG7 Waichlist/Reterfion Focus « Customer enticipaies business « Although difficulies are expacted
or financig difficulty, oris not o be termiporary, customer must

Fi) is 13.45% - performing io expected levels, implement action plans o correct

« Cash fiow and debt service problems.
measures indicate early signs of « Expected PD is 13.45% based
weakness through covenant on balanced assessment of
breaches, business culivok, cash flow,

» Customer has & patiern of minor asset realisation and refinancing
prodlems or account Sxcesses potential, and management
which together signal causes for pommiterent.

CONCeT, s Progress fo be managed by

» Credit guality is below the Actount Manager (with Portfolio
standard acceptable for new Enhancement oversight via Barly
uginess Warning Walchlist in BW

Business).

» Within six months of being
graded Watchlist, customer
nosition must be reviewed and
facilties regraded to Performing
or Special Mention or worse
rating.

RG 7+ Special Mention/Relention Foous/Exit + Customer dernonstrates » Special Menfion credils are not

{High Risk) opeating weakness in the form exposed to sufficient risk io

P is 26% of reducad ssles of margins, warrant Substandand or Doubtful
losses, management tumover, classification, and no loss is yef
defayed or inadeguate fingncial envisaged,
nforrmation, audit qualification, s xpecied P is 25% based on
broken commitments or adverse balanoed assessment of
industry or business business outlook, cash flow,
developments. asset reafisation and refinancing

« Cusiomer evidences fnancial potential, and management
wesknass in the form of comgniment,
deferiorating cash fiow and debt » In the event weaknesses are not
seivice measures, restricted cerrgcted, more rapid

178
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Risk Grade |Pescriptor iCharacteristics StrateqgyiAction Plan

{iquidity, pressire on or material deterioration in repayment

breach of financial covenants prospects and security could

and account imits, weaker QCCUr.

sacurily and LVR coverage, « Substantive discussions with the

« Incraasing customer relisnce on susiomer are required fo agiee

external refinaincing, or sale of rermnedial managerent steps,

assels (including security Comprehensive infernal or

property) as principle source of formal externat review of ail

repayment, facilily documentation is
required. Declsion whether o
stay with or exit the customer
relationship must be made, and
consatuent sirategy pian
recorded.

» Strategy plan must specify fulure
developments which, if they
ocuur, will trigger 2 regrade.

« Within BW Business these
exposures will be managed by
Fortfolio Enhancemant.

s Fajlure fo achieve the strajegy
may resull in down grade to Sub-
standard/Exit or fransfer fo
Credit & Asset Managamant as
Defauited. ’

RG 8- Sub-standardiExt (High Risk) » Faclifies are fully current as to + Substandard cradils are not vet
inferest and princlpal obligations expected fo inour a loss of

P s T0% and profit s being laken o interest or principal but
account on an acocrual basis. probabiity is high,

» Cusforner demonsivates = Expected PD is 70% based on

sighificant weakness in debt balanced assessment of
savice or security coverage that business outiook, cash flow,
jempardise the repayment of cfebi asset realisation and refinancing
wiihin its current contraciual polential, and mahagement

179
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[Risk Grade Rescriptor Characteristics iStrateaviAction Plan
terms. cornmitment.
« lf the weaknesses are not e Seoutily requires to he
rectifled, possible foss of chiectively evalualed, reflecting
princigle or interast could ooour. expected fiming and sale
Cngoing correclive action, condiffons for s realisation fo
including its effect on the determine its LGD value,
estimated realisable value of » Petailed work ouf strategies,
security supports a greater than timelines and triggers needio be
5% probabiity of recovery of all sat,
princlpat and inferest. » Within BW Business these
exposuras will be managed by
Portiolic Enhancemeant.
+ Failure to achieve the strategy
may resut In down grade to
Defaied and fansfer o Cradit
& Asset Management.
Footnote2C [R&8 Defaultedimpaived (ExiiEnforcement) 80 Days Past Due/Well Secured.  » Defaulled credits have problems
Contraciual payments of interest inherent in a sub-standard
PD s 100% and principal are %0 or more faciiity, but these are advanced

censecitive days past due, or
overdrafis have bean
cantinuously above approved
limits (including excesses) for 80
or morg consacudiva days AND
estimated net realisable value of
security 18 sufficient to cover ali
wingipal, iderest dus and an
addiional 12 months interest.
Interest is being taken to account
on an acecrugl basis.
Restructured Loan/No Provislon.
Ciriginal contracted ferms have
been formally modified {o
provide capitalization of nigrest

fo the point where full recovery
of interest and principal is now in
serious doubl.

Expected PD is 100% probabifity
of loss is based on conservalive
assessment of business cutlock,
cash flow, asset realisation and
refinancing potential and
management commitment,
Secitrity needs to be ohjsctively
evaiualed on liquidation or
forped sale basis, refleciing
expecled iming and sale
conditions for ifs realisation (o
determing iis LGD value,
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Risk Grate Descrintor Characteristics Strateoy/Action Plan
and deferral of pringipal
repayment that afford the
Borrower Hime fo liguidate its
assets jn an orderlv faghion.
R 8+ On Mon Performing Asset {(NPA} » nsolvency or bankriptoy o Exit of connection in a timely
) Systemn as Productive appointment mads fo Bomower manner maximising recoveries
P is 100% or security holder » Alternatively if default can be
¢ 90+ days past due with no ractified in the shott term then
agreed resolution this to ocour and file repatriated
» Borrower uncoperative or o LOB,
cortact unable fo be made
» Requiring the specialist skills or
managermnent of Agset
Hocovetles
+ Seourity (ERY less costs)
adequate fo cover {nol
nacessarily met on time}
principal debt & interest on IAS
basls
RG89 On Non Performing Asset {NPA) « insolvency or bankrupicey « Interestand fees now lobe
System a8 Unproductive appoiniment mads o Borower reservad -
P> s 100% ’ or security holder = Exit connsction 10 maximise the
» S0+ days past due with no regoveries and minkmise any
agraed resoluficn fosy )
» Borrower uncooperative or » Alternatively look o resthucturs
cortact unable fo be Made of return fackily 1o LOB fo
s Rouulring the specialist skiis or prevant loss position crystallising
management of Asset » A provision may have been
Recoveries raised or wille-off may have
» Security (BRV less cosls) besn taken.
inadaquate to caver both
principal debt & interest on IAS
basis with the possibifity of a
DFOVIBion
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Risk Grade

RGO
P s 100%

Pescripfor

Characteristics

On Non Performing Asset {NPA)
Systam with Specific Provision
recgrded

+ Loan is judged 1o be
uncollactible or of such litlle
value that It shoukd no longer he
carriad on the Bank's balsnce
sheet .

+ [nsolvency of bankruptey
appointment made fo Borower
or security holder

+ 9B+ days past dug withno
agread resolution

v Borrower uncooperative ot
confact unable to be made

= Raquiring the specialist skitle or
ranggement of Asget
Recoveries

= Sacurity {(ERV less costs)
nadequate o cover bolh
pincipal debt & intereston 1AS
basis with NPV calcufaflon
indicgting an IFRS provision

Strateqy/Action Plan

v [nterest and fees now to be
reservad

« Exit connaction 1o meximisa the
recoveries and minimise the loss

« Allernatively look to restructure
or retumn facifity o LOB fo
prevent full less position
crystallising

* Loans shoukd bé written of in the
fiscal accouniing period itis
classified as # loss. This grade
includes thoss asssts which are
yet o he written off,
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2009 ANNUAL GENERAL MEETING
EXTRACT OF SHAREHOLDER QUESTIONS
ANSWERED AT THE MEETING

QUESTION: The Commonwealth Bank acquired Bankwest rather
quickly a year ago, raising some $2.1 billion in a new equity to fund
the purchase, which also includes St Andrews. What was the total
cost, after completion of the due diligence and associated
adjustments to the purchase price and what does the
implementation of “improved lending practices” mean, mentioned in
the annual report? Does this mean that shareholders should expect
to see increased impairment from Bankwest?

Are there any restrictions imposed on the CBA's operation of
Bankwest by the Western Australian Government’s Bankwest Act?
How long are these likely to remain and do they have any serious
conseguences?

John Schubert: Thank you very much. I'm sure a question that
interests everyone here in the west. This was a purchase that took
place last year. It followed the collapse of markets around the world
and Bankwest, of course, was owned by a bank located in the UK.
They were in trouble. We had the opportunity and we were
probably the only bank capable of buying Bankwest, so we took that
opportunity and made a very attractive purchase for our
shareholders. | believe Bankwest will prosper under our ownership
and be great for both the customers and for the Commonwealth

Bank shareholders.
Footnote35 & 68
In regard to the cost of the acquisition of Bankwest, we obviously

signed a confidentiality agreement on _the settlement process that
we went into, post acquisition. It was an agreement in_ and around
making sure that Bankwest was appropriately provisioned for bad
and doubtful debts and there was also _an issue around the
appropriate level of fundamental capital within the Bankwest Group.

In that negotiation that followed, we went from a position, which |
can talk about in ratios. We went from a cost of 0.8 times book to a

cost of 0.7 times book, so | think you can take it from that

l1|Page
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Footnote35 &69

calculation that we paid a little less in value terms for the Bankwest
Group.

In regard to impairment, there’s no doubt that Bankwest had a
significantly greater exposure to property loans and development
loans and if we go back to June of 2008, Bankwest had provisioning
for bad and doubtful debts of around $200 million. Through the
acquisition process, through our process of diligence, we came to a
view that we should increase that substantially. So as at 30 June
2009, Bankwest had provisions for bad and doubtful debts of
around $1.6 billion. That has been charged off against the gain on

acquisition and we are now of the view that Bankwest is
appropriately provisioned.

In regard to the Bankwest Act, the Act imposes commitments that
we, as an owner of Bankwest, have to follow and that includes
having a Chief Executive Officer resident here in Western Australia,
which we do and also the chairman of the Bankwest Board being
Western Australian based as well and on that basis we also comply.

2|Page
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INSIDE BUSINESS
Commonwealth Bank makes record profit

Broadcast: 15/08/2010

Print

I
Send As Email

ALAN KOHLER, PRESENTER: What's a poor banker supposed to do? Coming out of the worst global financial
maelstrom in 80 years, the Commonwealth Bank this week delivered a record full year profit of $6.1 billion and an
unexpectedly large jump in dividends... Up almost 50 per cent, and no one's happy.

Investors dumped the stock and the public called for a bank super profits tax.
I spoke to the Commonwealth's boss Ralph Norris after the dust from his results had started to settle.

Well Ralph Norris, you've had a big profit, a record profit - $6.1 billion - but it was all in the first half wasn't it? The
second half wasn't so good.

RALPH NORRIS: There's no doubt that the second half has been more difficult. On two counts really. I mean the
first count is that deposit pricing has been significantly more competitive in the second half, particularly in the first
quarter of the second half.

And then as the half progressed we did see a slowing in demand. So there's been a softness in business conditions
as well. So those two things together have put a bit of pressure on business during the second half.

ALAN KOHLER: Is that why you're quite cautious now about the outlook?

RALPH NORRIS: I think it's more about prevailing economic conditions and I think that if you talk to most people
over the last couple of months there's no doubt there's been a softening, we've seen a reduction in the demand for
mortgages and overall I think that there's been a lot of issues internationally that have obviously impacted upon
local sentiment and business confidence is obviously down.

One of the things we do find a little hard to rationalise is the very strong consumer confidence but that's not really
translating into expenditure or into house sales.

ALAN KOHLER: So is there also a structural overlay as well as the cycle - by which I mean, that households and
businesses are reducing their debt, restructuring their balance sheets, at the same time as the economy is
softening a bit - so there's two things going on at once.

RALPH NORRIS: I think we have a situation here where there are a couple of factors at play. I think that there's no
doubt that we saw during the last year a significant pay down of debt by the bigger end of town.

There's no doubt that, you know, there were a lot of equity raisings which led to a lot of debt being repaid. Um, I

think it's also fair to say that we have seen an improvement in the arrears rates on consumer loans, we have seen
an increase in deposits - so there's no doubt that, I think, that people are being a bit more cautious in approach to
personal balance sheets and I think small business and the like are taking a view that economic conditions are still

http://www.abc.net.au/insidebusiness/content/2010/s2983219.htm Page 1 of 3
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somewhat uncertain and therefore are not embarking upon any major projects etc.

So I think there's a combination of factors there. But when we look at the underlying performance of the Australian
economy, it is performing very well. Trade surpluses are very strong and all the leading indicators are that we
would expect to see some improvement in the second half.

ALAN KOHLER: Yeah, but that's not particularly relevant to you if noone's borrowing any money.

RALPH NORRIS: Well I think we're going through this period where obviously there's been a lot of choppiness in
the news out there and while I think that there is a degree of caution, looking at the forward economic forecasts
by our economists here, they're still reasonably positive about, you know, the growth in the economy, growth in
credit, but I think it's fair to say that we're going through a period of some caution.

ALAN KOHLER: And there's been a lot of unhappiness with the amount of money you made, six billion dollars or
so; now you'd probably say, well you've got to relate that to assets and capital and so on, but in fact the number
has got the politicians jumping along with everyone else.

RALPH NORRIS: Well I think, as I made the point at the results presentation, this is a very big business. It has
assets, that is loans of approaching $650 billion, and if you look at what is regarded as the international
benchmark for reasonable returns by banks, a one per cent return on those assets after tax is regarded as being
reasonably appropriate.

And in our situation we're a little bit under that so I don't see that the profit is exorbitant in relation to the size of
the business, the business is a very big business and as a result of that you'd expect to see a profit number that
was of a comparative size.

ALAN KOHLER: Well of course you would say that, but I mean the government has shown a propensity to impose a
super profits tax on the mining companies, do you have any concerns that they'll do that to the banks?

RALPH NORRIS: Well certainly as far as profits taxes on miners etc, I mean that was all about resources that are
fundamentally owned by Australian citizens, and I think it's fair to say that the commentary that the Treasurer has
made this week is that he would not see the necessity for placing a super tax on banks.

ALAN KOHLER: I guess the other question is, Bankwest, the acquisition - now you lost 10 per cent of their loan
book, or at least 10 per cent of their loan book has disappeared. Now you mustn't be happy with that?

RALPH NORRIS: Well I think, I'm not happy about that obviously Alan, but I think it's fair to say that we bought
that bank at a very good price so the price to book after the pre-acquisition or post-acquisition adjustments was

0.7 times book. Footnote45s

What this has done is effectively taken it back to the original offer price of 0.8 times book and while I'm not happy
about that it's still a very good buy. And if I had the opportunity to buy more banks at that sort of price, even with
the problems that we've obviously found inside Bankwest, I'd do it all over again.

ALAN KOHLER: Yeah, but are you sure you've found all the crook loans in Bankwest?
Footnote41

RALPH NORRIS: I think it’s fair to say that when I found out that we had problems there I indicated very directly
that we needed to undertake an in-depth review of the whole book at Bankwest - all of the performing loans, and
this is really a situation where we found that loans were inappropriately rated from a credit quality perspective,
we've adjusted those ratings and the security supporting those loans in some respects was overvalued, and I think
it's fair to say that the people that have done that are a team that have gone from Sydney to Perth, we've used
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some external advisers as well through that process, because it was obviously a process that took some time and
a lot of effort. And I have to say that I think the people that have undertaken that task have done a very rigorous
review so I'm confident that have that pretty much nailed down.

ALAN KOHLER: Thanks for joining us Ralph Norris.

RALPH NORRIS: Thanks very much Alan.

Last Week's Stories

= Inside Business Sunday 1 December
= Farewell Inside Business

Business and Finance News

= Torres Strait air service decision looms

= Farm group seeks clearer drought aid transition

= Houseboat strategy worries council

= Early childhood ABC centres targeted for closure: LHMU
= Public urged to do energy retailer homework
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Bankwest response statement

We strongly deny the allegations made. Due to the GFC and the broader economic
environment property values and property development in general suffered between
2008 and 2011* and Bankwest assisted many customers through this period and
continues to do so.

The Bank does not gain anything financially when receivers are appointed so the
suggestion that Bankwest forced customers into receivership is absurd.

When our customers do sometimes face financial difficulties, our overriding
priority is to work closely with them on an individual basis to try and assist
them wherever possible.

*Note ; ASIC’s records are that in the financial year 2007/2008 there were
637 receiver and manager appointments ships across the country whereas in the
financial year 2008/2009, when the GFC period commenced, the number of
receiverships more than doubled with 1487 across Australia.

Footnotes6
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Basel Committee
on Banking Supervision

International Convergence
of Capital Measurement
and Capital Standards

A Revised Framework
Comprehensive Version

This document is a compilation of the June 2004 Basel I Framework, the
elements of the 1988 Accord that were not revised during the Basel I
process, the 1996 Amendment to the Capital Accord to Incorporate
Market Risks, and the 2005 paper on the Application of Basel Il to
Trading Activities and the Treatment of Double Default Effects. No new
elements have been introduced in this compilation.

June 2006

’\ BANK FOR INTERNATIONAL SETTLEMENTS
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rating as part of the loan approval process. Similarly, for retail, each exposure must be
assigned to a pool as part of the loan approval process.

423. Each separate legal entity to which the bank is exposed must be separately rated. A
bank must have policies acceptable to its supervisor regarding the treatment of individual
entities in a connected group including circumstances under which the same rating may or
may not be assigned to some or all related entities.

Footnote66
(ii) Integrity of rating process
Standards for corporate, sovereign, and bank exposures
424. Rating assignments and periodic rating reviews must be completed or approved by

a party that does not directly stand to benefit from the extension of credit. Independence of
the rating assignment process can be achieved through a range of practices that will be
carefully reviewed by supervisors. These operational processes must be documented in the
bank’s procedures and incorporated into bank policies. Credit policies and underwriting
procedures must reinforce and foster the independence of the rating process.

425. Borrowers and facilities must have their ratings refreshed at least on an annual
basis. Certain credits, especially higher risk borrowers or problem exposures, must be
subject to more frequent review. In addition, banks must initiate a new rating if material
information on the borrower or facility comes to light.

426. The bank must have an effective process to obtain and update relevant and material
information on the borrower’s financial condition, and on facility characteristics that affect
LGDs and EADs (such as the condition of collateral). Upon receipt, the bank needs to have a
procedure to update the borrower’s rating in a timely fashion.

Standards for retail exposures

427. A bank must review the loss characteristics and delinquency status of each
identified risk pool on at least an annual basis. It must also review the status of individual
borrowers within each pool as a means of ensuring that exposures continue to be assigned
to the correct pool. This requirement may be satisfied by review of a representative sample
of exposures in the pool.

(iii) Overrides

428. For rating assignments based on expert judgement, banks must clearly articulate
the situations in which bank officers may override the outputs of the rating process, including
how and to what extent such overrides can be used and by whom. For model-based ratings,
the bank must have guidelines and processes for monitoring cases where human judgement
has overridden the model’s rating, variables were excluded or inputs were altered. These
guidelines must include identifying personnel that are responsible for approving these
overrides. Banks must identify overrides and separately track their performance.

(iv) Data maintenance

429, A bank must collect and store data on key borrower and facility characteristics to
provide effective support to its internal credit risk measurement and management process, to
enable the bank to meet the other requirements in this document, and to serve as a basis for
supervisory reporting. These data should be sufficiently detailed to allow retrospective re-
allocation of obligors and facilities to grades, for example if increasing sophistication of the
internal rating system suggests that finer segregation of portfolios can be achieved.
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