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Lower Tier Two Capital 

The Group has a number of subordinated debt issues across multiple currencies on issue at any one point in time. In order to 
qualify as Lower Tier Two Capital the following criteria has to be satisfied:  

 Instruments are unsecured and paid up; 

 Minimum term of 5 years; and  

 The amount available for inclusion in Lower Tier Two is amortised at a rate of 20% (straight line) over the last 4 years to 
maturity.  

The lower Tier Two debt on issue is summarised in the table below. 
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10.2 List of APRA APS 330 Tables 

The following schedule lists the quantitative tables in this document as referenced in APRA Prudential Standard APS 330 “Capital 
Adequacy: Public Disclosure of Prudential Information” Attachments A and B. 

APS 330 Table Title Page No. 

1d Capital deficiencies in non-consolidated subsidiaries 5 

2b to 2d Group regulatory capital position 9 

3b to 3f Risk weighted assets by risk type 10 

3g Capital ratios as a percentage of RWA 8 

4b Credit risk exposure by portfolio type 25 

4c Credit risk exposure by portfolio type and geographic distribution 26 

4d Credit risk exposure by portfolio type and industry sector 27 

4e Credit risk exposure by portfolio type and contractual maturity 30 

4f (i) 
Impaired and past due exposures, specific provisions, net charges for specific 
provisions and actual losses by industry sector 

33 

4f (ii) 
Impaired and past due exposures, specific provisions, net charges for specific 
provisions and actual losses by portfolio 

34 

4g (i) Impaired and past due exposures, specific provisions by geographic region 35 

4g (ii) GRCL (before tax) by geographic region 35 

4h (i) Movement in provisioning for impairment – collective and other provisions 36 

4h (ii) Movement in provisioning for impairment – individual provision 36 

4i 
Credit risk exposure by Basel II approach advanced/standardised approaches 
(Drawn and Undrawn Credit Risk Exposures by Modeling Approach) 

23 

5b 
Exposures subject to standardised and supervisory risk weights (standardised, 
other assets, specialised lending and equity exposure by risk weight) 

37 

6b Internal ratings structure for credit risk exposures 40 

6c PD rating methodology by portfolio segment 41 

6d (i) Non-retail credit risk exposure by portfolio type and PD band  43 

6d (ii) Retail credit risk exposure by portfolio type and PD band 46 

6e Analysis of credit risk exposure losses by portfolio type 49 

6f 
Historical loss analysis by portfolio type (actual losses, internally modelled 
expected loss and regulatory expected loss) 

50 

7b to 7c Credit risk mitigation by Basel II approach 52 

9d (i) Exposures by securitisation type and asset type – Traditional Securitisations 57 

9d (ii) Exposures by securitisation type and asset type – Synthetic Securitisations 58 

9d (iii) Exposures by securitisation type and asset type – Total Securitisations 59 

9e Analysis of past due and impaired securitisation exposures by asset type 60 

9f Analysis of securitisation exposure by facility type 60 

9g (i)  Analysis of securitisation exposure by risk weighting 61 

9g (ii) Analysis of securitisation exposure deductions by asset type 62 

9h Analysis of securitisation exposure subject to early amortisation 63 

9i RWA for securitisation exposures under the standardised approach 64 

9j (i) Analysis of securitisation exposure by asset type since 1 January 2009 64 

9j (ii) 
Analysis of new securitisation exposures by facility type during reporting 
period 

64 

10b Traded market risk capital under the standardised approach 68 

11d 
Value-at-Risk analysis for trading portfolios under the internal models 
approach 

69 

13b to 13f Analysis of equity investments 65 

14b (i) Interest Rate Risk in the Banking Book – Interest rate shock applied 71 

14b (ii) Interest Rate Risk in the Banking Book – RWA 71 

16c Capital requirements for operational risk – AMA and Standardised RWA 75 
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10.3 List of Supplemental Tables and Diagrams 

 

Supplemental tables and diagrams 

Title / Description 
Page 
No. 

Table - Summary Group capital adequacy ratios (level 2) 1 

Table – Regulatory capital frameworks comparison 3 

Table - Reconciliation of APS330 and normalised FSA capital adequacy ratios 3 

Diagram - Basel II Capital Framework 4 

Diagram - APS 330 Group reporting structure 5 

Table - Summary Group capital adequacy and RWA 6 

Table – Explanation of change in credit exposure 12 

Table – Explanation of change in credit RWA 12 

Chart – Risk Governance Structure 14 

Diagram – Risk Appetite Framework 15 

Table – Principal Risk Types / Governance Framework 16 

Diagram – Stress Testing Framework 19 

Diagram – ICAAP Process 20 

Table – Types of Capital 21 

Diagram – Credit Risk Management Framework 22 

Table - Reconciliation of AIFRS and APS 220 based credit provisions 32 

Diagram – Market Risk Management Framework 67 

Table - Summary of Traded Market Risk RWA by modelling approach 68 

Table - Ordinary share capital for regulatory purposes 76 

Table - Total reserves balance included in regulatory capital 76 

Table - Retained & current period profits included in regulatory capital 77 

Table - Innovative capital 77 

Table - PERLS III 77 

Table - Trust Preferred Securities 77 

Table - ASB Preference Shares 78 

Table – Perpetual Floating Rate Notes 78 

Table - Non Innovative Capital 78 

Table – PERLS IV and V 79 

Table - Tier 1 Capital Deductions - 100% and 50% 79 

Table - Upper Tier 2 Capital 80 

Table - Lower Tier 2 Loan Capital 81 
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10.4 Glossary 

Term Definition 

ADI 
Authorised Deposit-taking Institution - includes banks, building societies and credit unions which 
are authorised by APRA to take deposits from customers. 

AIFRS Australian equivalents to International Financial Reporting Standards. 

AIRB 

Advanced Internal Ratings Based approach - used to measure credit risk in accordance with the 
Group’s Basel II accreditation approval provided by APRA 10 December 2007 that allows the 
Group to use internal estimates of PD, LGD and EAD for the purposes of calculating regulatory 
capital. 

AMA 

Advanced Measurement Approach - used to measure operational risk in accordance with the 
Group’s Basel II accreditation approval provided by APRA 10 December 2007 that allows the 
Group to use internal estimates and operational model for the purposes of calculating regulatory 
capital. 

APRA 
Australian Prudential Regulation Authority - the regulator of banks, insurance companies and 
superannuation funds, credit unions, building societies and friendly societies in Australia. 

APS APRA’s ADI Prudential Standards. For more information, refer to the APRA web site. 

ASB 
ASB Bank Limited - a subsidiary of the Commonwealth Bank of Australia that is directly regulated 
by the Reserve Bank of New Zealand. 

Bank 
APS asset class - includes claims on central banks, international banking agencies, regional 
development banks, ADI and overseas banks. 

Basel II 
Refers to the Basel Committee on Banking Supervision Revised Framework for International 
Convergence of Capital Measurement and Capital Standards issued in June 2006 and as 
subsequently amended. 

CBA Commonwealth Bank of Australia - the chief entity for the Group. 

Collective 
Provision 

All loans and receivables that do not have an individually assessed provision are assessed 
collectively for impairment. The collective provision is maintained to reduce the carrying value of 
the portfolio of loans to their estimated recoverable amounts. These provisions are as reported 
in the Group’s Financial Statements in accordance with AIFRS (AASB 139 “Financial Instruments: 
Recognition and Measurement”). 

Corporate 
APS asset class – includes commercial credit risk where annual revenues exceed $50 million, SME 
Corporate and SME Retail. 

EAD 
Exposure at Default – the extent to which a bank may be exposed to a counterparty in the event 
of default. 

ECAI External Credit Assessment Institution 

ELE 
Extended Licensed Entity – APRA may deem a subsidiary of an ADI to be part of the ADI itself for 
the purposes of measuring the ADI’s exposures to related entities.  

General Reserve 
for Credit Losses 

APS 220 requires the Group to establish a reserve that covers credit losses prudently estimated, 
but not certain to arise, over the full life of all individual facilities making up the business of the 
ADI. Most of the Group’s collective provisions are included in the General Reserve for Credit 
Losses. An excess of required General Reserve for Credit Losses over the Group's collective 
provisions is recognised as a deduction from Tier 1 Capital on an after tax basis. 

Individual 
Provisions 

Provisions made against individual facilities in the credit-rated managed segment where there is 
objective evidence of impairment and full recovery of principal is considered doubtful. These 
provisions are established based primarily on estimates of realisable value of collateral taken. 
These provisions are as reported in the Group’s financial statements in accordance with AIFRS 
(AASB 139 “Financial Instruments: Recognition and Measurement”). Also known as individually 
assessed provisions or IAP. 

Level 1 The lowest level at which the Group reports its capital adequacy to APRA. 
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Glossary (continued) 

Term Definition 

Level 2 

The level at which the Group reports its capital adequacy to APRA being the consolidated 
banking group comprising the ADI, its immediate locally incorporated non-operating holding 
company, if any, and all their subsidiary entities other than non-consolidated subsidiaries. This is 
the basis on which this report has been produced. 

Level 3 The conglomerate group including the Group’s insurance and wealth management businesses. 

LGD 
Loss Given Default - the fraction of exposure at default (EAD) that is not expected to be 
recovered following default. 

Other Assets APS asset class - includes Cash, Investments in Related Entities, Fixed Assets and Margin Lending. 

Other Retail 
APS asset class - includes all retail credit exposures not otherwise classed as a residential 
mortgage, SME retail or a qualifying revolving retail asset. 

PD 
Probability of Default - the likelihood that a debtor fails to meet an obligation or contractual 
commitment. 

Qualifying 
Revolving Retail 

APS asset class - represents revolving exposures to individuals less than $0.1m, unsecured and 
unconditionally cancellable by the Group. Only Australian retail credit cards qualify for this AIRB 
asset class. 

Residential 
Mortgage 

APS asset class - includes retail and small and medium enterprise exposures up to $1 million that 
are secured by residential mortgage property. 

RWA 
Risk Weighted Assets – the value of the Group’s on and off-balance sheet assets are adjusted 
according to risk weights calculated according to various APRA prudential standards. For more 
information, refer to the APRA web site. 

Scaling Factor 

In order to broadly maintain the aggregate level of capital in the global financial system post 
implementation of Basel II, the Basel Committee on Banking Supervision applies a scaling factor 
to the risk-weighted asset amounts for credit risk under the IRB approach. The current scaling 
factor is 1.06.  

Securitisation 
APS asset class - includes Group-originated securitised exposures and the provision of facilities to 
customers in relation to securitisation activities. 

SME Corporate  
APS asset class - includes small and medium enterprise (SME) commercial credit risk where 
annual revenues are less than $50 million and exposures are generally greater than $1 million. 

SME Retail  
APS asset class - includes small and medium enterprise (SME) exposures up to $1 million that are 
not secured by residential mortgage property. 

Sovereign 
APS asset class - includes claims on the Reserve Bank of Australia and on Australian and foreign 
governments. 

Specialised 
Lending 

APS asset classes subject to the supervisory slotting approach and which include Income 
Producing Real Estate (IPRE) and Project Finance assets. 

Specific 
Provisions 

APS 220 requires ADIs to report as specific provisions all provisions for impairment assessed by 
an ADI on an individual basis in accordance with AIFRS and that portion of provisions assessed on 
a collective basis which are deemed ineligible to be included in the General Reserve for Credit 
Losses (which are primarily collective provisions on some defaulted assets). 

 




