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Important Notices

Prospectus

This Prospectus relates to the offer by
Commonwealth Bank of Australia

(ABN 48 123 123 124) (“Bank”) of PERLS V at
an Application Price of $200 each to raise
approximately $1,500 million, with the ability to
raise more or less. The Offer will be conducted by
way of a Bookbuild, to Institutional Investors and
brokers to the Offer, and a Securityholder Offer
(the “Offer”).

PERLS V are securities comprising a Preference
Share stapled to a Note, issued by the Bank.

The Prospectus is for the issue of PERLS V to the
Initial Holder and the transfer of those PERLS V to
successful Applicants.

This Prospectus is dated 7 September 2009 and
a copy of this Prospectus was lodged with the
Australian Securities and Investments Commission
(“ASIC”) on that date. The Expiry Date of this
Prospectus is 28 September 2010. No PERLS V
will be issued or transferred on the basis of this
Prospectus after the Expiry Date. This Prospectus
is a replacement prospectus (lodged following
completion of the Bookbuild) which replaces the
Prospectus dated 28 August 2009 (“Original
Prospectus”).

ASIC and ASX Limited (“ASX”) take no
responsibility for the contents of this Prospectus.

PERLS V are not PERLS I, PERLS Il or PERLS IV.
See Section 1.3 “What are the differences between
PERLS V and PERLS I, PERLS Il and PERLS IV?”.
Status of PERLS V

Investments in PERLS V are not savings
accounts or deposit liabilities of the Bank.
PERLS V are not subject to the depositor
protection provisions of Australian banking
legislation. PERLS V do not represent a deposit
liability of the Bank or the Bank’s New Zealand
branch for the purposes of the Banking Act of
1959 nor are they guaranteed or insured by any
government agency or compensation scheme
of Australia, New Zealand or any other
jurisdiction. PERLS V are a primary obligation
of the Bank.

PERLS V are not secured. Investment-type
products are subject to investment risk,
including possible delays in repayment and loss
of income and principal invested. Neither the
Bank nor any associate of the Bank in any way
guarantees the capital value and/or the
performance of PERLS V or any particular

rate of return.

Defined words and expressions

Some words and expressions used in this
Prospectus have defined meanings. These words
and expressions are capitalised and are defined
in the Glossary in Appendix C.

The definitions specific to PERLS V are in
clause 1.1 of the Preference Share Terms and
clause 1.1 of the Note Terms.

A reference to $ or cents in this Prospectus is a
reference to Australian currency. A reference to
time in this Prospectus is a reference to Sydney,
New South Wales, Australia time.

No representations other than in

this Prospectus

No person is authorised to provide any information
or to make any representations in connection with
the Offer that are not contained in this Prospectus.
Any information or representations not contained in
this Prospectus may not be relied upon as having
been authorised by the Bank in connection with
the Offer.

Except as required by law, and only to the extent
that it is required by law, neither the Bank nor any
other person warrants the future performance of
the Bank, PERLS V, or any return on any
investment made by you under this Prospectus.

The pro-forma financial information provided in this
Prospectus is for information purposes only and is
not a forecast of operating results to be expected

in future periods.

This Prospectus does not provide

investment advice

The information provided in this Prospectus is not
investment advice and has been prepared without
taking into account your investment objectives,
financial situation or particular needs (including
financial and taxation issues). It is important that
you read this Prospectus in full before deciding
whether to invest in PERLS V and consider the
risk factors that could affect the performance of
PERLS V or the Bank. Important risk factors in
relation to investing in PERLS V that you should
consider are in Section 3 “Risks of Investing in
PERLS V”. You should carefully consider these
risk factors in light of your investment objectives,
financial situation or particular needs (including
financial and taxation issues) and seek professional
advice from your financial adviser or other
professional adviser before deciding whether to
invest in PERLS V.

Restrictions on foreign jurisdictions

The Offer is available to persons receiving this
Prospectus in Australia. Due to regulatory
requirements, the invitation to apply for PERLS V
is not extended to investors (including holders of
Bank Ordinary Shares, PERLS Il or PERLS IV or
former holders of PERLS ) located or resident
outside Australia, other than certain Institutional
Investors outside Australia at the sole discretion
of the Bank and the Joint Lead Managers, and in
compliance with applicable laws in the relevant
jurisdictions. Please refer to Section 7.4
“Restrictions on foreign jurisdictions” for details.

The distribution of this Prospectus in jurisdictions
outside Australia may be restricted by law. If you
are a potential investor in any jurisdiction outside
Australia and you come into possession of this
Prospectus you should seek advice on and
observe any such restrictions. Any failure to comply
with such restrictions may constitute a violation of
applicable securities laws. This Prospectus does
not constitute an offer or invitation to potential
investors to whom it would not be lawful to make
such an offer or invitation.

In particular, PERLS V have not been and will not
be registered under the US Securities Act or the
laws of any State of the United States and, subject
to certain exceptions, may not be offered or sold
within the United States or to, or for the account or
benefit of, US Persons. Except as otherwise
agreed with the Bank, each of the Joint Lead
Managers and brokers to the Offer must not offer,
sell or deliver PERLS V within the United States or
to, or for the account or benefit of, US Persons,
and is required to send each dealer to which it
sells PERLS V during the restricted period a
confirmation or other notice setting forth the
restrictions on offers and sales of PERLS V within
the United States or to, or for the account or
benefit of, US Persons. Terms used in this
paragraph have the meanings given to them by
Regulation S under the US Securities Act.

In addition, until 40 days after the date on which
PERLS V are Allocated under the Offer, an offer or
sale of PERLS V within the United States by any
dealer that is not participating in the Offer may
violate the registration requirements of the

United States.

Exposure Period

The Corporations Act prohibits the acceptance of
Applications during the seven day period after the
date the Original Prospectus was lodged with
ASIC. This period is referred to as the Exposure
Period and ASIC may extend this period by up to
a further seven days (that is up to 14 days in total),
but has not done this in this case.

The purpose of the Exposure Period was to enable
the Original Prospectus to be examined by market
participants before the Opening Date. Application
Forms were not processed during the Exposure
Period.

How to obtain a Prospectus and

Application Form

Printed copies of the Prospectus with an Application
Form attached will be available free of charge during
the Offer Period by calling the PERLS V
Information Line on 1800 022 440 (Monday to
Friday 8.30am — 7.30pm, Sydney Time).

This Prospectus will also be available electronically
at www.commsec.com.au. If you access an
electronic copy of this Prospectus, then you should
ensure that you download and read the entire
Prospectus.

Applications for PERLS V

Applications for PERLS V under the Prospectus
may only be made before the Closing Date, and on
an Application Form attached to, or accompanying,
this Prospectus (including an electronic copy).
Applications may be made either online at
WWW.COmmsec.com.au, or by returning the
Application Form as detailed in Section 2

“Details of the Offer”.

You should read the Prospectus in full before
deciding to apply for PERLS V. If, after reading the
Prospectus, you are unclear or have any questions
about the Offer, then you should consult your
financial adviser or other professional adviser.

For information on who is eligible to apply for
PERLS V under the Offer and how to make an
Application — see pages 5 and 6 for a summary
and Section 2 “Details of the Offer” for full details.

Electronic access to Prospectus and
Applications

The following conditions apply if this Prospectus is
accessed and/or an Application is made
electronically:

e you must download the Prospectus in full from
WWW.Commsec.com.au;

e your Application will only be considered where
you have applied on an Application Form that
accompanied the electronic Prospectus. By
making an Application, you declare that you
were given access to the electronic Prospectus
together with the Application Form; and

e the Prospectus is available electronically to
persons accessing and downloading or printing
the electronic version of the Prospectus in
Australia.

No withdrawal of Application

You cannot withdraw your Application once it has
been lodged, except as permitted under the
Corporations Act.

Refunds

If you are Allocated less than the number of
PERLS V that you applied for, you will receive a
refund cheque as soon as possible after the
Closing Date.

NO INTEREST WILL BE PAYABLE ON
APPLICATION MONIES THAT ARE REFUNDED
Trading in PERLS V

It is your responsibility to determine your Allocation
before trading in PERLS V to avoid the risk of
selling PERLS V you do not own. To assist you in
determining your Allocation before the receipt of
your Holding Statement, you may call the

PERLS V Information Line on 1800 022 440
(Monday to Friday 8.30am — 7.30pm, Sydney
Time). If you sell PERLS V before you receive
confirmation of your Allocation, you do so at

your own risk.

Providing personal information

You will be asked to provide personal information
to the Bank (directly or via the Registry) if you apply
for PERLS V. See Section 7 “Additional
Information” for information on how the Bank (and
the Registry on its behalf) collects, holds and uses
this personal information. You can also obtain a
copy of that policy at www.commbank.com.au.
Enquiries

If you have any questions in relation to the Offer,
please call the PERLS V Information Line on
1800 022 440 (Monday to Friday 8.30am —
7.30pm, Sydney Time).
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Summary of Key Dates

Key dates for the Offer Date
Lodgement of Original Prospectus with ASIC Friday, 28 August 2009
Bookbuild Friday, 4 September 2009
Opening Date for the Offer and lodgement of this

Prospectus with ASIC Monday, 7 September 2009
Closing Date for the Offer 5.00pm (Sydney Time), Friday, 2 October 2009
Commencement of conditional and deferred settlement trading Tuesday, 13 October 2009
Issue Date Wednesday, 14 October 2009
Commencement of unconditional and deferred settlement trading Thursday, 15 October 2009
Dispatch of Holding Statements Monday, 19 October 2009
Commencement of trading on normal settlement basis Tuesday, 20 October 2009
Key dates for PERLS V Date
First Distribution Payment Date' Monday, 1 February 2010
Initial Conversion Date? Friday, 31 October 2014
Notes:

1 Distributions are scheduled to be paid at the end of each quarterly Distribution Period (on 31 January, 30 April, 31 July and 31 October each year) subject to the
Payment Tests (see Section 1.4.9 “Will Distributions always be paid?”). If any of these scheduled dates is not a Business Day, then the Distribution Payment Date
will occur on the next Business Day. The first Distribution Payment Date is 1 February 2010 as 31 January 2010 is not a Business Day.

2 Conversion can only occur on this date if certain conditions are satisfied (see Section 1.5.8 “What are the Conversion Conditions?”).

Dates may change

These dates for the Offer are indicative only and are subject to change without notice. The Bank has the right, in consultation
with the Joint Lead Managers, to vary the timetable, including to close the Offer early, close the Securityholder Offer or the
Broker Firm Offer separately, extend the Closing Date without notice, or to withdraw the Offer at any time prior to Allotment
of PERLS V, or to accept late Applications, whether generally or in particular cases. If any of the dates are changed,
subsequent dates may also be changed accordingly. You are encouraged to submit your Application as soon as possible
after the Opening Date.

Quotation
The Bank has applied to ASX for PERLS V to be quoted on ASX.

Applications
No Applications for PERLS V will be processed (and no PERLS V will be issued) until seven days after the Original Prospectus
was lodged with ASIC.



PERLS V Key Features

What are PERLS V?

Floating rate
Distributions

Notes:

PERLS V is an acronym for Perpetual Exchangeable Resaleable Listed Securities
(“PERLS V”), which are stapled securities comprising:

— an unsecured subordinated Note issued by the Bank’s New Zealand branch; and
— a Preference Share issued by the Bank.

These two securities cannot generally be traded separately.

PERLS V entitle Holders to quarterly Distributions, expected to be fully franked, that are
subject to the Payment Tests.

Distributions are expected to comprise Interest on the Notes.

The Distribution Rate will be calculated each quarter as the Bank Bill Swap Rate plus the
Margin of 3.40%, together multiplied by (1 — Tax Rate).

Assuming the Bank Bill Swap Rate is 3.2800%, the cash Distribution received by a Holder
would be 4.6760% per annum (assuming Distributions are fully franked). The fully franked
Distribution Rate of 4.6760% per annum would be equivalent to an unfranked Distribution
Rate of 6.6800% per annum if the potential value of the franking credits is taken into
account in full.

However, Holders should be aware that the ability of a Holder to use franking credits will
depend on their individual position and that the potential value of franking credits does not
accrue at the same time as the cash Distribution is received?.

Distributions are non-cumulative. If a Distribution or part of a Distribution is not paid on a
Distribution Payment Date, Holders have no claim or entitement in respect of non-payment
nor any right to receive that Distribution at any later time.

Distributions are discretionary. If Distributions are not paid on PERLS V, a Dividend Stopper
will restrict the Bank from paying dividends, interest or distributions or returning capital on
Bank Ordinary Shares and certain other securities.

1 The Bank Bill Swap Rate on 20 August 2009 was 3.2800% per annum.
2 See the Taxation Letter from Greenwoods & Freehills in Section 5 “Taxation Information”.



PERLS V Key Features

Exchange

Optional Exchange

Quoted on ASX

PERLS V are different to
PERLS II, PERLS lll and
PERLS IV

Risks

Credit ratings

Note:

PERLS V are expected to be Exchanged on 31 October 2014 (being the Initial Conversion
Date) by one of the following methods.

Resale
e The Bank may arrange a Resale, where the Purchaser will acquire all PERLS V for $200
(the Face Value) each.

Conversion
e |f Resale does not occur, PERLS V will Convert into a variable number of Bank Ordinary
Shares worth approximately $202.02" if the Conversion Conditions are satisfied.

Repurchase
¢ |f Resale and Conversion have not occurred, the Bank may, subject to APRA’s prior written
approval, elect to Repurchase all PERLS V for $200 (the Face Value) each.

If PERLS V are not Exchanged on the Initial Conversion Date, the same possible outcomes will
apply to each subsequent Distribution Payment Date until Exchange occurs.

* Holders have no right to request Exchange.

e The Bank may, subject to APRAs prior written approval, Exchange all PERLS V if a Tax
Event, Regulatory Event or NOHC Event occurs.

e PERLS V must, subject to APRA's approval, be Exchanged if an Acquisition Event occurs.

e The Bank has applied to have PERLS V quoted on ASX and they are expected to trade
under ASX code CBAPA.

e The Bank will refund all Application Monies if PERLS V are not quoted on ASX.

No interest will be payable on Application Monies. Any interest earned on the
Application Monies will be retained by the Bank.

e PERLS V differ in several respects from PERLS Il, PERLS Ill and PERLS IV. See Section 1
“Key Questions about PERLS V” for further details.

e There are risks involved in an investment in PERLS V. See Section 1 “Key Questions about
PERLS V” and Section 3 “Risks of Investing in PERLS V” for further details.

e Standard & Poor’s has rated the Bank “AA (stable outlook)” and has indicated it will rate
PERLS V “A+”. See Section 3.1.14 and Section 4.7 for a discussion of ratings.

1 The number of Bank Ordinary Shares will be based on a VWAP which may differ from the Bank Ordinary Share price on or after Conversion. Accordingly, the
value of Bank Ordinary Shares received on Conversion of each PERLS V may be more or less than $202.02, reflecting the 1% discount — see Section 1.5.10.



Applying for PERLS V

If you wish to apply for PERLS V, you should read this Prospectus (including the risk factors in Section 3 “Risks of Investing in
PERLS V”) and if you are unclear in relation to any matter or uncertain if PERLS V are a suitable investment, you should consult
your financial adviser or other professional adviser.

Securityholder You are an Eligible Securityholder if you:

APIEENTD « were a registered holder of PERLS Il on 16 March 2009, when PERLS Il were redeemed;

e are a holder of PERLS IlI;
e are a holder of PERLS IV; or
e are a holder of Bank Ordinary Shares,

in each case with a registered Australian address. To be an Eligible Securityholder, you will
also need to meet the general eligibility requirements outlined in Section 7.4 “Restrictions on
foreign jurisdictions”.

If you are an Eligible Securityholder, you may apply for PERLS V under the Securityholder Offer
by completing the Application Form accompanying the Prospectus and indicating that you

are an Eligible Securityholder. Eligible Securityholders may also apply for PERLS V under the
Securityholder Offer over the internet — you will need to go to www.commsec.com.au and
follow the instructions. You will need to supply your SRN or HIN.

You may also apply for PERLS V under the Broker Firm Offer by contacting your broker.

Broker Firm Applicants If you are a Broker Firm Applicant, you should contact your broker for instructions on how
to submit your Application Form.

You may also apply for PERLS 'V, if you are eligible, under the Securityholder Offer.

Other Applicants As announced by the Bank on 7 September 2009, the general offer which was to have been
open to other Australian residents, will now not proceed, however, the Bank reserves the right
to accept any applications already received.



Applying for PERLS V

Closing Date

Allocation Policy

Enquiries

The Offer is expected to close at 5.00pm (Sydney Time) 2 October 2009. If you are applying
under the Securityholder Offer, your Application Form must be received by the Registry
or submitted online no later than 5.00pm (Sydney Time) 2 October 2009.

If you are applying under the Broker Firm Offer, you should contact your Broker and return your
Application Form to your Broker in accordance with their instructions.

The Closing Date is indicative only and is subject to change without notice. The Bank has the
right, in consultation with the Joint Lead Managers, to vary the timetable, including closing the
Offer early. Therefore, if you wish to apply for PERLS V, you should submit your Application as
soon as possible after the Offer opens.

By submitting a valid Application Form, the Applicant acknowledges having received and read
this Prospectus. In consideration of the Bank considering your Application, you cannot
withdraw your Application once it has been lodged, except as permitted under the
Corporations Act.

Applications (excluding Applicants under the Broker Firm Offer) may be subject to scaling back.
This may include scaling back to below the minimum Application of 25 PERLS V ($5,000).
Some Applications may be rejected.

For more information on how to apply for PERLS V, please refer to Section 2 “Details of
the Offer”.

If you have any questions on how to apply for PERLS V, or require additional copies of this
Prospectus, you should contact the PERLS V Information Line on 1800 022 440 (Monday to
Friday 8.30am - 7.30pm, Sydney Time) or your broker.



Key Questions
about PERLS V

This Section answers some key questions
you may have about PERLS V.

The answers to these key questions are
intended as a guide only.

Further details are provided elsewhere in
this Prospectus, which you should read in
its entirety.

The Preference Share Terms and the Note
Terms are set out in Appendix A and
Appendix B (respectively).



Key Questions about PERLS V

Where to find
Topic Summary more information
1.1.1 PERLS V is an acronym for Perpetual Exchangeable Resaleable Sections 1.4, 1.5,

What are PERLS V?

Listed Securities, which are stapled securities, comprising:

e an unsecured subordinated Note issued by the Bank’s
New Zealand branch; and

e a Preference Share issued by the Bank.

These instruments cannot be traded separately before an
Assignment Event Date.

PERLS V-

e pay floating rate Distributions quarterly in arrears, subject to the
Payment Tests;

e may be Resold for $200 each at the election of the Bank on
31 October 2014, the Initial Conversion Date;

e if not Resold on the Initial Conversion Date, will Convert into
Bank Ordinary Shares worth approximately $202.02" if the
Conversion Conditions are satisfied;

¢ if not Resold and not Converted on the Initial Conversion Date,
may be Repurchased for $200 each, subject to APRA’s prior
written approval;

e may, at the election of the Bank, be Exchanged in limited
circumstances;

e on a winding-up of the Bank, will rank in effect? as preference
shares issued by the Bank and will rank ahead of Bank Ordinary
Shares, but behind creditors of the Bank?.

Notes:

1 The number of Bank Ordinary Shares will be based on a VWAP which may differ from
the Bank Ordinary Share price on or after Conversion. Accordingly, the value of Bank
Ordinary Shares received on Conversion of each PERLS V may be worth more or less
than $202.02, reflecting the 1% discount — see Section 1.5.10.

2 See Section 1.9.2 “How do PERLS V rank on winding-up?”

3 The terms of the claims of some creditors may mean that they effectively rank equally
with or behind PERLS V.

1.6, 3.1.13

1.1.2

Do PERLS V have an
independent credit
rating?

Standard & Poor’s has indicated that PERLS V will, on issue, be
assigned an issue credit rating of “A+” by Standard & Poor’s. As the
Standard & Poor’s issue credit rating is higher than “BBB-" the issue
is considered “Investment Grade” in capital markets.

Sections 3.1.14
and 4.7

1.1.3

Can PERLS V be
purchased or sold
on ASX?

The Bank has applied for PERLS V to be quoted on ASX. Quotation
is not guaranteed or automatic. Once quoted, PERLS V can be
purchased or sold through any stockbroker. It is expected that
PERLS V will trade under ASX code CBAPA. The Bank will refund
all Application Monies without interest if PERLS V are not quoted
on ASX within three months (or any longer period permitted by law)
after the date of this Prospectus.

Section 2.7

1.1.4
Are PERLS V
perpetual?

PERLS V do not have a fixed maturity date and are effectively
perpetual instruments. However, on 31 October 2014, PERLS V
may be Resold for $200 each at the election of the Bank, or

PERLS V will Convert to Bank Ordinary Shares (if the Conversion
Conditions are satisfied). If Resale and Conversion has not occurred,
the Bank may, subject to APRA’s prior written approval, elect to
Repurchase all PERLS V for $200 each.

Sections 1.5 and
3.1.5




Key Questions about PERLS V

Where to find

Topic Summary more information
1.2.1 The Offer is for the issue of approximately 7.5 million PERLS V Section 2
What is the Offer? with an Application Price of $200 each to raise approximately

$1,500 million, with the ability to raise more or less. The Offer will

be conducted by way of a Bookbuild, to Institutional Investors and

brokers to the Offer and a Securityholder Offer.
1.2.2 The Application Price for each PERLS V is $200. No further cash Section 2.5

What am | required
to pay?

payments are required. The minimum number of PERLS V that can
be applied for is 25 (requiring a minimum investment of $5,000).
Applications for more than the minimum application amount must be
in multiples of 5 PERLS V ($1,000).

1.2.3

What will the Bank
do with the proceeds
of the Offer?

Upon issue, PERLS V will constitute Non-Innovative Residual Tier 1
Capital of the Bank. The issue of PERLS V will provide capital,
funding and contribute to the continuing financial strength of the
Bank. See Section 4 “Information about the Bank” for a description
of the Bank’s capital position.

Sections 3.1.16
and 4

1.2.4

What is
Non-Innovative
Residual Tier 1

Under APRA’s capital adequacy standards for banks, Tier 1 Capital
consists of Fundamental Tier 1 Capital and Residual Tier 1 Capital
(divided into innovative and non-innovative) less Tier 1 deductions.

Under these APRA standards, mandatory convertible preference

Section 3.1.16

Capital? shares can qualify as Non-Innovative Residual Tier 1 Capital if certain
requirements are met.
APRA has confirmed that PERLS V will be treated as Non-Innovative
Residual Tier 1 Capital under the capital adequacy standards.
1.2.5 The taxation implications of investing in PERLS V will depend on Sections 3.1.15

What are the
taxation implications
of investing in

an investor’s individual circumstances. Prospective investors should
obtain their own taxation advice.

A general outline of the Australian taxation implications is included

and 5

PERLS V? in the Taxation Letter from Greenwoods & Freehills in Section 5
“Taxation Information”.
1.2.6 No brokerage or stamp duty is payable on Applications for PERLS V. Section 2.4.4

Is brokerage or
stamp duty payable?

Holders may have to pay brokerage on any subsequent transfer of
PERLS V on ASX after quotation.
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Key Questions about PERLS V

Topic

Where to find

Summary more information

1.3.1

What are the
differences between
PERLS V and
PERLS II, PERLS lli
and PERLS IV?

Three key differences are:

PERLS Il is a “step-up” security, whereas PERLS IV and
PERLS V are convertible securities.

The Bank can choose whether to exchange PERLS Il on 6 April
2016 (the step-up date) or not, in which case the PERLS IlI
margin will increase by 1.00% per annum to 2.05%.

PERLS IV and PERLS V must be Exchanged on the initial
conversion date unless the conversion conditions are not
satisfied.

The conversion conditions for PERLS IV and PERLS V include
conditions based on a fall in the Bank Ordinary Share price from
the time of issue. It is likely that the Bank Ordinary Share price
upon the issue of PERLS V will be lower than that for PERLS IV.
Therefore, it is more likely that PERLS V will satisfy the
Conversion Conditions than PERLS V.

The Margin is 3.40% per annum for PERLS V, which is higher
than under the terms of PERLS Il and PERLS IV.




Key Questions about PERLS V

The following table provides a comparison of the key terms of PERLS Il, PERLS Ill, PERLS IV and PERLS V, but is not

exhaustive.
Characteristic:
Legal form:

Issuer:

ASX code:
S&P credit rating:
Margin:

Nature of distribution:

Assumed level of
franking:

Rights if dividend or
distribution is not fully
franked:

Distributable Profits
Test:

Possible Conversion
to Ordinary Shares:

Conversion Date:

Rollover date:
Reset of terms:

Bank ordinary share
price threshold for 1st
Conversion Condition:

Issuer repurchase rights
(subject to prior written
APRA approval):

Ranking in liquidation
of the Bank:

Tier 1 Capital:

Issue Date:

Notes:

PERLS Il
Unit in a trust

Commonwealth Managed
Investments Limited

PCBPA
A+?

Margin of 0.95%
per annum

Frankable floating rate
distribution

100%

Exchange at next
distribution date

Bank Group

The Bank could choose
to convert into Bank
Ordinary Shares on

16 March 2009

None

16 March 2009”
Yes
N/A

Yes, in certain specified
circumstances

Exchange into Bank
Ordinary Shares

Innovative Residual
Tier 1 Capital

6 January 2004

PERLS Il
Preference share

Preferred Capital Limited

PCAPA
A+

Initial margin of 1.05%
per annum until the
step-up date (6 April
2016)

After the step-up date,
the initial margin
increases by a one time
step-up of 1.00%

per annum

Frankable floating rate
dividend

100%

Gross-up

Bank Group

The Bank may choose to
convert into Bank
Ordinary Shares on

6 April 2016

None

None
No
N/A

Yes, in certain specified
circumstances

Exchange into Bank
Ordinary Shares

Innovative Residual
Tier 1 Capital

6 April 2006

PERLS IV
Stapled security
The Bank

CBAPB
A+

Margin of 1.05%
per annum

There is no step-up in
the margin

Frankable floating rate
distribution

100%

Gross-up

Level 1 or Level 2 basis®

Conversion to Bank
Ordinary Shares on

31 October 2012 if the
conversion conditions
are satisfied

31 October 2012,
where the conversion
conditions are satisfied

None
No
$33.05

Yes, in certain specified
circumstances

Ranks in effect as
preference share

Non-Innovative
Residual Tier 1 Capital

12 July 2007

1 The Bank has applied to have PERLS V quoted on ASX and they are expected to trade under the code CBAPA.
2 As PERLS Il have been redeemed, they no longer have a Standard & Poor’s credit rating. At the time of redemption PERLS Il were rated A+ by Standard

& Poor’s.

3 Standard & Poor’s has indicated that they will rate PERLS V “A+” upon issue.

4 It is expected that if a Distribution is unfranked or not fully franked, the cash Distribution will generally be increased to compensate Holders for the unfranked
portion of the Distribution. See Section 1.4.3 “Will Distributions be franked?”

5 Level 1 and Level 2 are different bases by which APRA measures the capital of the Bank. Currently Level 1 will refer to the Bank, consolidated with certain APRA
approved entities and Level 2 refers to the consolidated banking group (excluding the insurance and funds management businesses).
6 Conversion will be delayed where the Conversion Conditions are not satisfied (see Section 1.5.7 “What is Conversion?” and 1.5.8 “What are the Conversion

Conditions?”).

7 PERLS Il were redeemed on 16 March 2009.
8 Assuming an Issue Date VWAP equal to the closing Bank Ordinary Share price of $44.98 on 20 August 2009.
9 See Section 1.9.2 “How do PERLS V rank on winding-up?”

PERLS V
Stapled Security
The Bank

CBAPA!

A+8

Margin of 3.40%
per annum

There is no step-up in
the Margin

Frankable floating rate
distribution

100%

Gross-up*

Level 1 or Level 2 basis®

Conversion to Bank
Ordinary Shares on

31 October 2014 if the
Conversion Conditions
are satisfied®

31 October 2014,
where the Conversion
Conditions are satisfied

None
No

56% of Issue Date VWAP
(being approximately
$25.19)

Yes, in certain specified
circumstances

Ranks in effect as
preference share®

Non-Innovative Residual
Tier 1 Capital

14 October 2009

11
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Key Questions about PERLS V

Topic

Where to find
Summary more information

1.41
What is a
Distribution?

Distributions are based on a floating rate and are expected to be Sections 1.4,
fully franked. 1.8.1,3.1.2 -
Distributions are non-cumulative. If a Distribution or part of a 3.1.4 and 5
Distribution is not paid on a Distribution Payment Date because of

any Payment Test or because of any applicable law, Holders have

no claim or entitlement in respect of non-payment nor any right to

receive that Distribution at any later time. However, the Dividend

Stopper may apply in this situation (see Section 1.4.11 “What is

the Dividend Stopper?”).

Distributions will comprise either Interest or Dividends. Until an
Assignment Event Date, they will comprise Interest on Notes.
After an Assignment Event Date (see Section 1.8.1 “What is
an Assignment Event?”), they will comprise Dividends on
Preference Shares.

Regardless of whether a Distribution is paid as Interest on Notes
or a Dividend on Preference Shares, the amount of the Distribution
will be calculated on the same basis. Holders will not be entitled to
both Interest on Notes and Dividends on Preference Shares at the
same time.

1.4.2

When will
Distributions
be paid?

Distributions are payable quarterly in arrears, subject to the Payment Sections 1.4.9,
Tests (see Section 1.4.9 “Will Distributions always be paid?”), on the 3.1.2,

following dates (or the next Business Day if that date is not a Clause 4 of the
Business Day) each year: Preference Share
e 31 January Terms

e 30 April

e 31 July

e 31 October

and on any Exchange Date.

The first Distribution Period will commence on the Issue Date and
end on the day before the first Distribution Payment Date (being
1 February 2010, as 31 January 2010 is not a Business Day).

Distributions will be paid in Australian dollars and will be paid either
by cheque or directly to a Holder’s nominated Australian bank
account or in any other manner as the Board resolves.

To be entitled to a Distribution (including an Optional Dividend),
Holders must be recorded on the PERLS V register on the record
date for that Distribution. The record date is the day which is 7 days
prior to the relevant Distribution Payment Date, unless otherwise
determined by the Bank and notified to ASX not less than

6 Business Days before the specified record date, or such other
date as is required by ASX.
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Where to find
Topic Summary more information
1.4.3 The Bank expects that Distributions will be fully franked. If Distributions Sections 1.8.2,

Will Distributions
be franked?

are fully franked, Holders will receive a combination of cash 3.1.3 and 5,
Distributions and franking credits. Clause 4 of the
However, Distributions payable on PERLS V may be unfranked or Preference Share

not fully franked. If a Distribution is unfranked or not fully franked, the Terms
cash Distribution will generally’ be increased by a cash amount to
compensate Holders for the unfranked portion of the Distribution.

The Bank understands that the ATO may form the view that the
benefits of the franking credits should be denied to Holders even if
the Bank has franked the relevant Distribution. If the ATO forms the
view that franking credits should be denied to Holders, the Bank
intends to have that view tested in court.

The Bank and the ATO have agreed to certain arrangements that will
ensure that Holders will not be impacted by this process. In the
event the ATO view is sustained the Bank has agreed to make a
payment to the ATO to compensate it and in practice the benefits

of the franking credits will be allowed to Holders'.

In the event that the ATO view is sustained, the Bank will elect that
an Assignment Event occurs in respect of all Notes, such that
Holders will hold the Preference Shares (see Section 1.8.2 “What
happens if an Assignment Event occurs?”). The benefits of the
franking credits attached to Dividends paid on Preference Shares
should not be denied to Holders.

Note:

1 Holders who do not seek to independently challenge the ATO view will not be
impacted. For any Holders who choose to challenge the ATO view independently the
Bank will not gross up Interest payments and the Bank will not make any payment on
behalf of the tax liability of such Holders. Further details of the arrangements and the

tax treatment are contained in the Taxation Letter in Section 5 “Taxation Information”
and Section 7.2 “ATO Agreement”.

1.4.4
What is the impact of
franking credits?

The franking credits represent the Holder’s share of tax paid by Sections 1.4.5,
the Bank. 3.1.3, 3.1.15
If the potential value of the franking credits is taken into account in and 5

full, the fully franked Distribution Rate of 4.6760% per annum in
the example in Section 1.4.5 “How will the Distribution Rate be
calculated?”, would be equivalent to an unfranked Distribution Rate
of approximately 6.6800% per annum. However, Holders should
be aware that the potential value of any franking credits does not
accrue at the same time as the receipt of any cash Distribution.
Holders should also be aware that the ability to use the franking
credits, either as an offset to a tax liability or by claiming a refund
after the end of the year of income, will depend on the individual
tax position of each Holder.

Holders should refer to the Taxation Letter from Greenwoods &
Freehills in Section 5 “Taxation Information” and seek professional
advice in relation to their tax position.

13
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Key Questions about PERLS V

Where to find
Topic Summary more information
1.4.5 The Distribution Rate is a floating rate and will be set on the first Section 3.1.4

How will the
Distribution Rate
be calculated?

Business Day of each Distribution Period by adding the Margin of
3.4000% to the Market Rate (which is the Bank Bill Swap Rate on
that date) and multiplying the result by (1 — Tax Rate). The Tax Rate
is currently 30%.

As an example, if the Market Rate for the relevant Distribution Period
was 3.2800%", the Distribution Rate for the relevant Distribution
Period would be calculated as follows:

Market Rate 3.2800%" p.a.

Plus Margin 3.4000% p.a.
6.6800% p.a.

Multiplied by

(1 — Tax Rate) 0.70

Distribution Rate 4.6760%" p.a.

Note:

1 The example Market Rate and Distribution Rate above are illustrative only and do not
indicate the actual Market Rate or Distribution Rate that will apply.

1.4.6

How will the
Distribution be
calculated?

The Distribution payable on each PERLS V for each Distribution
Period is calculated in accordance with the following formula:

$200 Face Value x Distribution Rate x days in Distribution Period
365

As an example, if the Distribution Rate was 4.6760% per annum, as
calculated above, the Distribution payable on each PERLS V for the
relevant Distribution Period would be calculated as follows:

Face Value $200.00
Multiplied by the Distribution Rate 4.6760%
Multiplied by the number of days in a Distribution Period 91!
Divided by the number of days in a year 365
Distribution $2.33162
Notes:

1 Distribution Periods will generally be 90 to 92 days. The first Distribution Period
is expected to contain 110 days as it is expected to start on the Issue Date of
14 October 2009 and end on the day before the first Distribution Payment Date (being
1 February 2010, as 31 January 2010 is not a Business Day).

2 The example Distribution Rate and the Distribution are illustrative only and do not
indicate the actual Distribution Rate or Distribution for a Distribution Period that
will apply.

Sections 3.1.2 —
3.1.4

1.4.7
What is the Bank Bill
Swap Rate?

The Bank Bill Swap Rate is the primary benchmark interest rate for
the Australian money market based on an average of rates at which
major Australian financial institutions lend short-term cash to each
other over a 90-day period. The Bank Bill Swap Rate changes to
reflect the supply and demand within the cash and currency
markets. On 20 August 2009, the Bank Bill Swap Rate was
3.2800%. The Bank Bill Swap Rate has varied between 3.01% per
annum and 8.11% per annum since 1 August 1999.

For the purposes of the first Distribution Period, the Market Rate
will be the Bank Bill Swap Rate, adjusted to be appropriate for a
110 day period.

Section 3.1.4

1.4.8
Will the Margin
change over time?

No, the Margin will not change.
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Topic

Where to find
Summary more information

1.4.9
Will Distributions
always be paid?

Distributions may not always be paid. Distributions (including an Sections 3.1.2 —
Optional Dividend) are subject to the following Payment Tests: 31.4

e the Board’s discretion to resolve not to pay the Distribution.
Circumstances where the Board will exercise its discretion
to resolve not to pay the Distribution include where, in the
Board’s opinion:
— the Bank is not able, or payment of all or a portion of the
Distribution would cause the Bank not to be able, to pay all
of its debts as and when they become due and payable; or

— payment of all or a portion of the Distribution would result
in the Bank becoming, or being likely to become, insolvent
for the purposes of the Corporations Act; or

— payment of the Distribution would cause a breach of any
APRA Guidelines (unless APRA has given its approval); and

¢ none of the following conditions existing on the Business Day
prior to the relevant Distribution Payment Date:

— there is an Insufficient Distributable Profits Circumstance
unless otherwise approved in writing by APRA;

— the payment would result in the Risk Based Capital Ratio or
the Tier 1 Capital Ratio of the ADI (on a Level 1, Level 2 or
Level 3 basis as described by APRA) not complying with
APRA Guidelines unless APRA gives its approval;

— APRA has objected to the proposed payment; or

— APRA has stated that the payment will result in the
Preference Shares (or, prior to the Assignment Event Date,
Stapled Securities) no longer being treated as Non-Innovative
Residual Tier 1 Capital of the ADI (on a Level 1, Level 2 or
Level 3 basis as described by APRA); and

e after an Assignment Event Date, the Corporations Act or any
other law not prohibiting the Bank paying the relevant dividend
(including there being profits legally available for the payment of
dividends).

1.4.10

What happens if
Distributions are
not paid in full?

If a Distribution is not paid in full for any Distribution Period, a Holder Sections 1.8.1,
will not receive that Distribution unless the Bank, subject to APRA's 1.4.11,3.1.2 -
prior approval, causes the Distribution to be made up. If Distributions 31.4

are not paid in full within 20 Business Days after the relevant

Distribution Payment Date:

e an Assignment Event will occur (if one has not already occurred)
(see Section 1.8.1 “What is an Assignment Event?”); and

e the Dividend Stopper will apply (see Section 1.4.11 “What is the
Dividend Stopper?”).

Failure to pay a Distribution is not an event of default and Holders

have no claim against the Bank in relation to the non-payment.

15
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Key Questions about PERLS V

Where to find
Topic Summary more information
1.4.11 The Dividend Stopper will apply if a Distribution on PERLS V is not Sections 3.1.2

What is the Dividend
Stopper?

paid in full within 20 Business Days after a Distribution Payment
Date (subject to certain exceptions — see clauses 4.10(b) and 4.11
of the Preference Share Terms).

If the Dividend Stopper applies, the Bank must not declare or pay
any dividends or distributions or pay any interest from the income or
capital of the Bank, return any capital or undertake any buy-backs,
redemptions or repurchases in relation to Bank Ordinary Shares,
Existing Capital Securities (except as set out below) or any securities
of the Bank that rank, or are expressed to rank, for interest
payments, dividends or distributions, equally with or junior to

the Notes (or if the Notes are no longer on issue or have become
obligations of a Substituted Issuer, would have ranked equally with
or junior to them whilst owed by the Bank) or Preference Shares
unless and until:

e a Special Resolution of Holders authorising the payment, capital
return, buy-back, redemption or repurchase is approved, and
APRA does not otherwise object; or

® Optional Dividends in an amount in aggregate equal to the
unpaid Distribution amount for the preceding four consecutive
Distribution Periods has been paid; or

e four consecutive Dividends scheduled to be payable on
PERLS V thereafter have been paid in full; or

e all PERLS V have been Exchanged.

The Dividend Stopper will not apply to Existing Capital Securities

where the Distribution on PERLS V is not paid solely because an

Insufficient Distributable Profits Circumstance exists in relation to
the relevant Distribution Payment Date.

and 3.1.4,
Clauses 4.10(b)
and 4.11 of the
Preference Share
Terms

1.5.1
When is the Initial
Conversion Date?

The Initial Conversion Date is 31 October 2014.

Clause 1.1 of the
Preference Share
Terms

1.5.2

What happens

on the Initial
Conversion Date?

On the Initial Conversion Date:

¢ the Bank may arrange a Resale by appointing the Purchaser to
acquire all PERLS V for $200 (the Face Value) each;

e if the Bank has not elected to Resell, PERLS V will Convert into
a variable number of Bank Ordinary Shares worth approximately
$202.02' if the Conversion Conditions are satisfied; and

e if Resale and Conversion have not occurred, the Bank may,
subject to APRA's prior written approval, elect to Repurchase
all PERLS V for $200 (the Face Value) each.

These options are referred to as Exchange.

Note:

1 The number of Bank Ordinary Shares will be based on a VWAP which may differ from
the Bank Ordinary Share price on or after Conversion. Accordingly, the value of Bank
Ordinary Shares received on Conversion of each PERLS V may be worth more or less
than $202.02, reflecting the 1% discount — see Section 1.5.10.

Sections 3.1.6 —
3.1.12
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1638

What happens if
PERLS V are not
Exchanged on the
Initial Conversion
Date?

If PERLS V are not Exchanged on the Initial Conversion Date,
they may Exchange on the next Distribution Payment Date or any
subsequent Distribution Payment Date (each a “Conversion Date”)
in the same manner as described above in Section 1.5.2 “What
happens on the Initial Conversion Date?”.

Sections 1.5.2,
3.1.6-3.1.12

154
What is Resale?

Before a Conversion Date (the first being the Initial Conversion
Date on 31 October 2014), the Bank may arrange for a third party
(“Purchaser”) to acquire all PERLS V on that date. This process is
called Resale. The Bank must give Holders at least 21 Business
Days notice if it chooses Resale as the method of Exchange in
relation to a Conversion Date.

The Resale will be subject to such terms and conditions as the Bank
reasonably determines. If any of the conditions to the Resale are not
satisfied or if the Purchaser does not pay the Face Value to Holders,
the Resale will not proceed. The Bank has no obligation to pay this
amount if it is not paid by the Purchaser. The Purchaser must have,
or its obligations must be guaranteed by someone who has, a credit
rating assigned by a ratings agency equal to or higher than PERLS V
at that time.

If the Resale does not proceed, Holders will continue to hold

their PERLS V (refer to Section 3.1.6 “Resale may not occur or
complete”). If this occurs, the Bank may, subject to APRA's prior
written approval, elect to Exchange all of the relevant PERLS V on
issue within 45 Business Days after the scheduled Exchange Date
on which Resale did not occur.

Section 3.1.6

188
How does
Resale work?

If the Bank issues a Resale Notice:

e each Holder is taken to irrevocably offer to sell all PERLS V
which the Bank has elected to Resell to the Purchaser for a cash
amount equal to $200 (the Face Value) each; and

e after payment by the Purchaser of the Face Value to Holders,
all right, title and interest in such PERLS V will be transferred to
the Purchaser.

For a Resale in relation to the Initial Conversion Date, the relevant
Exchange Date will be the Initial Conversion Date.

Section 3.1.6

1.5.6

If my PERLS V are
Resold, what will

| receive?

If PERLS V are Resold, the Purchaser will deliver cash proceeds to
Holders equal to $200 (the Face Value) each.

1.5.7
What is Conversion?

Conversion means the Conversion of all PERLS V into a variable
number of Bank Ordinary Shares. Conversion will only occur if the
Conversion Conditions are satisfied. Conversion will occur via the
mechanism set out in clause 8.2 of the Preference Share Terms.

The number of Bank Ordinary Shares issued will be calculated using
the method described in Section 1.5.10 “How many Bank Ordinary
Shares will | receive if PERLS V are Converted?”

Sections 1.5.10
and 3.1.6 —
3.1.12,

Clause 8.2 of the
Preference Share
Terms

17
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Key Questions about PERLS V

Where to find
Topic Summary more information
1.5.8 The Conversion Conditions are satisfied where: Sections 1.5.9
What are the 1. the VWAP on the 25th Business Day before the possible and 3.1.7,
Conversion Conversion Date (or if trading in Bank Ordinary Shares did not Clause 4.3 and

Conditions?

occur on that date, the last Business Day prior to that date on 8.7 — 8.11 of the
which trading in Bank Ordinary Shares occurred) is greater than Preference Share
56% of the Issue Date VWAP; Terms

2. the VWAP during the period of 20 Business Days on which
trading in Bank Ordinary Shares took place immediately
preceding, but not including, the possible Conversion Date is
greater than 50.51% of the Issue Date VWAP;

3. no Delisting Event applies in respect of the Conversion Date; and
4. the Bank has not elected to Resell all PERLS V.

The Issue Date VWAP refers to the VWAP during the period of
20 Business Days on which trading in Bank Ordinary Shares took
place immediately preceding, but not including, the Issue Date
(as adjusted in accordance with the Preference Share Terms).

For example, if the Issue Date VWAP is $44.98", and if the Bank’s
Ordinary Share VWAP is greater than $25.19 and $22.72
respectively for the relevant date and periods set out above,

the first two Conversion Conditions would be satisfied.

Note:

1 The example Issue Date VWAP is illustrative only and does not indicate the actual
Issue Date VWAP.

1.5.9

What happens if
the Conversion
Conditions are
not satisfied?

If, in relation to a Conversion Date, either of the first three Sections 1.5.2,
Conversion Conditions are not satisfied, the Bank may (subject to 1.5.3, 1.5.8 and
APRA giving its prior written approval) Repurchase all PERLS V for 3.1.8

$200 each.

Otherwise, Conversion is deferred until the next Conversion Date
on which all the Conversion Conditions are satisfied. Whether or not
the Conversion Conditions are satisfied, the Bank may arrange for
PERLS V to be Resold.
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1.5.10 Upon Conversion, Holders will receive the Conversion Number of Bank Clause 8 of the
How many Bank Ordinary Shares for each PERLS V. In practice, the Conversion Number Preference Share

Ordinary Shares will
I receive if PERLS V
are Converted?

will operate so that Holders will receive $202.02 worth of Bank Ordinary Terms
Shares per PERLS V upon Conversion, based on VWAP and reflecting
the 1% discount.

The VWAP used to calculate the Conversion Number may differ from
the Bank Ordinary Share price on or after Conversion. Accordingly,
the value of Bank Ordinary Shares received on Conversion of each
PERLS V may be worth more or less than $202.02.

The Conversion Number for each PERLS V is calculated by the
following formula:

$200 Face Value
VWAP x (1 — DF)
where:

VWAP is defined in clause 8.1 of the Preference Share Terms, but
generally means the average of the daily volume weighted average
prices of Bank Ordinary Shares traded on the ASX for the

20 Business Days on which trading in Bank Ordinary Shares took
place, immediately preceding, but not including, the relevant
Conversion Date; and

DF is the Discount Factor and is 1%.
Where the total number of Bank Ordinary Shares to be issued to
a Holder in respect of all of that Holder's PERLS V being

Converted includes a fraction of a Bank Ordinary Share, that
fraction will be disregarded.

The number of Bank Ordinary Shares that Holders will receive for
each PERLS V cannot be greater than the Maximum Conversion
Number.

1.5.11

What is

the Maximum
Conversion Number?

The Maximum Conversion Number is calculated by the Section 1.5.12,
following formula: Clause 1.1 of the

Preference Share

$200 Face Value Terms

0.5 x Issue Date VWAP

where Issue Date VWAP means the VWAP during the period of
20 Business Days on which trading in Bank Ordinary Shares took
place immediately preceding but not including the Issue Date,
subject to certain adjustments.

For example, if the Issue Date VWAP is $44.98', then the Maximum
Conversion Number would be 8.9 Bank Ordinary Shares.

The Maximum Conversion Number is an APRA requirement for
PERLS V to qualify as Non-Innovative Residual Tier 1 Capital of
the Bank.

Note:

1 The example Issue Date VWAP is illustrative only and does not indicate the actual
Issue Date VWAP.
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Key Questions about PERLS V

Where to find
Topic Summary more information
1.5.12 If the Conversion Number would be greater than the Maximum Clause 8 of the
How does Conversion Number, the Conversion Conditions would not be Preference Share
the Maximum satisfied and Conversion would not occur. Terms
Conversion Number Accordingly, the Conversion Conditions provide protection to
affect the number Holders from receiving less than approximately $202.02 worth of
of Bank Ordinary Bank Ordinary Shares per PERLS V upon Conversion'.
Shares that | The Issue Date VWAP and, consequently, the Maximum Conversion
will receive on Number may be adjusted to reflect transactions affecting the capital
Conversion? of the Bank (including certain buy-backs, returns of capital and
bonus and rights issues) as set out in the Preference Share Terms.
Note:
1 The VWAP used to calculate the Conversion Number may differ from the Bank Ordinary
Share price on or after Conversion. Accordingly, the value of Bank Ordinary Shares
received on Conversion of each PERLS V may be worth more or less than $202.02,
reflecting the 1% discount — see Section 1.5.10.
1.6.1 Holders do not have a right to request Exchange at any time. Section 3.1.9
Can Holders request
Exchange?
1.6.2 The Bank may, subject to APRA’s prior written approval, choose to Section 3.1.9

When can the Bank
elect to Exchange
my PERLS V?

Exchange all PERLS V on issue after the occurrence of a Regulatory
Event, NOHC Event or Tax Event.

Exchange in this context means:

e subject to APRA's prior written approval and the Optional
Exchange Conversion Conditions, Conversion of all or some
PERLS V into Bank Ordinary Shares (refer to Section 1.6.3
“What are the Optional Exchange Conversion Conditions?”); or

e subject to APRA's prior written approval, Repurchase all or some
PERLS V for $200 each; or

e a combination of the above; or
e arranging a Resale of all PERLS V to the Purchaser.

In each case, the Bank may elect to Exchange PERLS V within

12 months of the Optional Exchange Event. The Bank must provide
a notice to specify whether the Exchange will be by Repurchase,
Conversion, a combination of Repurchase and Conversion, or a
Resale. The decision whether to Repurchase, Resell or Convert is
at the discretion of the Bank (subject to APRA’s prior approval).
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1.6.3 The Optional Exchange Conversion Conditions are: Clause 6.4 of the

What are the
Optional Exchange
Conversion
Conditions?

1. the VWAP on the second Business Day before the proposed
date of commencement of dispatch or publishing or
announcement advising Holders that the Bank wishes to Convert
PERLS V (or, if trading in Ordinary Shares did not occur on that
date, the last Business Day prior to that date on which trading in
Bank Ordinary Shares occurred) (“Optional Conversion Test
Date”) is greater than 56% of the Issue Date VWAP; and

2. on the date on which Exchange is to occur (“Optional
Exchange Date”), the Second Conversion Condition must be
satisfied in respect of the Optional Exchange Date; and

3. on each of the Optional Conversion Test Date and the Optional
Exchange Date, the Third Conversion Condition must be
satisfied.

If the Bank has elected Conversion and the Optional Exchange
Conversion Conditions are not satisfied, the Bank will notify Holders
and the Conversion will be deferred until the next Distribution
Payment Date on which the Conversion Conditions would be
satisfied as if that Distribution Payment Date were a Conversion
Date.

Preference Share
Terms

1.6.4

What is a Tax Event?

A Tax Event occurs, broadly, when the Bank receives an opinion
from a reputable legal counsel or tax adviser that there is a material
risk that the Bank would be exposed to more than an insignificant
increase in costs, including taxes, assessments or government
charges, in relation to PERLS V or that any Distribution would not be
frankable or franking credits may not be available to Holders (other
than where the unavailability is a result of the actions of a Holder),
subject to certain exceptions.

Clause 1.1 of the
Preference Share
Terms

1.6.5
What is a
Regulatory Event?

A Regulatory Event occurs, broadly, when the Bank receives advice
from a reputable legal counsel that, as a result of a change or
proposed change of law or regulation of Australia, additional
requirements would be imposed on the Bank in relation to the
Preference Shares or Stapled Securities that the Bank determines to
be unacceptable or there is a risk that the ADI would not be entitled
to treat all the Preference Shares or Stapled Securities as
Non-Innovative Residual Tier 1 Capital.

Clause 1.1 of the
Preference Share
Terms

1.6.6

What is a
non-operating
holding company
(“NOHC”) Event?

Generally, a NOHC Event will involve a restructuring of the Bank
Group to create a non-operating holding company. There are two
ways this NOHC event could occur:

e An Upstream NOHC Event would involve:

— acourt approving the convening of a meeting of holders of
Bank Ordinary Shares to approve a scheme of arrangement
under Part 5.1 of the Corporations Act, which the Board
determines can fairly be characterised as a restructure of
the Bank Group and that when implemented will result in a
non-operating holding company within the meaning of the
Banking Act becoming the ultimate holding company of the
Bank; and

— either the resolution approving that scheme of arrangement
is passed or an independent expert issues a report that the
scheme of arrangement is in the best interests of holders of
Bank Ordinary Shares.

¢ A Downstream NOHC Event would involve the Bank restructuring
its operations such that the Bank becomes a non-operating
holding company within the meaning of the Banking Act.

Section 3.1.19,
Clause 1.1 of the
Preference Share
Terms
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1.7.1 An Acquisition Event occurs if: Section 3.1.10,
What is an e atakeover bid (as defined in the Corporations Act) is made to Clauses 1.1 and 7

Acquisition Event?

acquire some or all of the Bank Ordinary Shares on issue and
the offer is, or becomes, unconditional and the voting power of
the offeror in the Bank is, or becomes, greater than 50%; or

e a court approves a scheme of arrangement under Part 5.1 of
the Corporations Act which, when implemented, will result in a
person having voting power in the Bank of more than 50%,

other than where such event is a NOHC Event except if it is an
Upstream NOHC Event and no Upstream NOHC Event Notice is
given within the required period.

of the Preference
Share Terms

1.7.2

What must the
Bank do on an
Acquisition Event?

If an Acquisition Event occurs, subject to APRA’s prior written
approval, the Bank must Exchange all PERLS V, electing to do one
of the following:

e Convert each PERLS V into the Conversion Number of Bank
Ordinary Shares (based on the VWAP during the 20 Business
Days before the Exchange Date), provided the Optional
Exchange Conversion Conditions are satisfied. In practice, the
Conversion Number will operate so that Holders will receive
approximately $202.02 worth of Bank Ordinary Shares’; or

* Repurchase each PERLS V for $200.

The Bank will not be required to make this election and, accordingly,
will not be required to Exchange PERLS V following an Acquisition
Event, if APRA does not approve Repurchase and the Optional
Exchange Conversion Conditions to electing Conversion are not
satisfied.

In this circumstance, the Bank will give a new Acquisition Exchange
Notice on the next Distribution Payment Date unless APRA does
not approve Repurchase and the conditions to Conversion are not
satisfied. This will be repeated until an Exchange occurs.

Note:

1 The VWAP used to calculate the Conversion Number may differ from the Bank Ordinary
Share price on or after Conversion. Accordingly, the value of Bank Ordinary Shares
received on Conversion of each PERLS V may be worth more or less than $202.02,
reflecting the 1% discount — see Section 1.5.10.

Section 3.1.10,
Clauses 1.1 and 7
of the Preference
Share Terms

1.7.3

What other
obligations does
the Bank have in
connection with a
takeover or scheme
of arrangement?

On the occurrence of a recommended takeover bid being made or
a scheme of arrangement being recommended by the Board which
would result in an Acquisition Event, if the directors of the Bank
consider that APRA will not approve Exchange or the Second
Conversion Condition or Third Conversion Condition will not be
satisfied, the directors of the Bank will use all reasonable endeavours
to procure that equivalent takeover offers are made to Holders or
that Holders are entitled to participate in the scheme of arrangement
or a similar transaction.

Clause 7 of the
Preference Share
Terms




Key Questions about PERLS V

Topic

Where to find
Summary more information

1.8.1
What is an
Assignment Event?

An Assignment Event means the occurrence of any of the following Clauses 1.1 and
events: 5.1 of the Note
e the Bank electing that an Assignment Event occur; Terms

e the date the Preference Shares are Repurchased or Converted,
prior to the Repurchase or Conversion taking effect;

¢ Interest on the Notes or an Assignment Prevention Optional
Dividend on the Preference Shares has not been paid in full to
Holders within 20 Business Days of an Interest Payment Date;

e the Face Value of the Preference Shares has not been paid in full
to Holders where the Preference Shares are to be Repurchased;

e a Default Event;

e an APRA Event (other than where it occurs because APRA
appoints a statutory manager to the ADI) occurring and APRA
requiring that such APRA Event be an Assignment Event; or

e APRA requiring that an Assignment Event occur.

1.8.2

What happens if an
Assignment Event
occurs?

If an Assignment Event occurs, the Bank may elect for some or all Clause 5.1 of the
of the Notes to: Note Terms
* Dbe destapled from the Preference Shares; and

® assigned to the Bank or, with the written approval of APRA,
a nominee.

If the Bank makes this election, after the Assignment Event Date,
Holders will only hold a Preference Share for each PERLS V in
relation to which the Bank has elected assignment. All rights to
receive principal and interest accruing on the Note following the
Assignment Event Date (together with any amount unpaid at 7.00pm
at the Assignment Event Date) will be transferred from Holders to the
Bank or its nominee.

Following the Assignment Event Date, Dividends become payable on
the Preference Shares in respect of the PERLS V that have had their
corresponding Note assigned. The first Dividend payable on those
Preference Shares accrues from the last Interest Payment Date on
or prior to the Assignment Event Date.

If the Bank elects for some or all of the Notes to be assigned,
it must give a notice to ASX.

1.9.1

How do

PERLS V rank
for Distributions?

PERLS V in effect rank ahead of the Bank’s Ordinary Shares for the Clause 13 of the
payment of distributions and behind the Bank’s liabilities to Preference Share
depositors and other creditors'. Terms

Note:

1 The terms of the claims of some creditors may mean that they effectively rank equally
with or behind PERLS V in respect of the payment of Distributions.
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Key Questions about PERLS V

Where to find
Topic Summary more information
1.9.2 If a Default Event occurs (which includes insolvency related events Section 3.1.13,
How do PERLS V in relation to the Bank), an Assignment Event will occur and it is Clause 13 of the
rank on winding-up? expected that the Note will be destapled and Holders will hold only Preference Share
the Preference Shares. The rights of Holders of Preference Shares Terms

to receive a return of capital (or any Distributions that may be

owing) in a winding-up in effect rank ahead of the Bank’s Ordinary
Shareholders, equally with the holders of the Bank’s other preference
shares (subject to the terms thereof) and behind the Bank’s liabilities
to depositors and other creditors’.

The Bank may only make a return of capital on PERLS V prior to
a winding-up (by redeeming, buying back or otherwise cancelling
PERLS V) with APRA’s approval.

Note:

1 The terms of the claims of some creditors may mean that they effectively rank equally
with or behind the PERLS V for a return of capital in a winding-up.

1.9.3 Holders have no right to vote except in the following specific Clause 14 of the
Do Holders of circumstances: Preference Share
PERLS V have e during a period in which a Dividend (or part of a Dividend) Terms

voting rights?

in respect of the Preference Shares is in arrears;
e on a proposal to reduce the Bank’s share capital;
e on a proposal that affects rights attached to Preference Shares;
e 0on a resolution to approve the terms of a buy-back agreement;
e 0n a proposal to wind-up the Bank;

e on a proposal for the disposal of the whole of the Bank’s
property, business and undertaking; and

e during the winding-up of the Bank.

At a general meeting of the Bank, Holders shall be entitled:

e on a show of hands, to exercise one vote when entitled to vote
under any of the circumstances set out above; and

e on a poll, to exercise one vote for each Preference Share held by
them when entitled to vote under any of the circumstances set
out above.

Holders will be entitled to the same rights as holders of Bank

Ordinary Shares in relation to receiving notices, reports and financial

statements, and attending and being heard at all general meetings
of the Bank.

1.10.1

Will | be able to
request Repurchase
of my investment?

No. Holders may not require the Bank to Repurchase their PERLS V. Section 3.1.1
To realise their investment, Holders can sell their PERLS V on ASX

at the prevailing market price. There can be no assurance as to the

liquidity of the market for PERLS V. Further, the market price of

PERLS V may be higher or lower than the Face Value, and will

depend, among other things, on the level of supply and demand

for PERLS V.

1.10.2

Where can | get
more information
about PERLS V?

A number of relevant documents are available free of charge Section 7
from the Bank during the Offer Period. See Section 7 “Additional
Information” for more information.
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Where to find
Topic Summary more information
1.10.3 The Bank reserves the right to issue further PERLS V, preference Section 3.1.18,

Can the Bank issue
further PERLS V,
preference shares or
other instruments?

shares or other instruments, or permit the conversion of shares to
preference shares or other instruments, which (to the extent
permitted by the Constitution) rank behind, equally with or senior to
PERLS V, whether in respect of distributions, return of capital on

a winding-up of the Bank or otherwise.

PERLS V do not confer on Holders any right to subscribe for new
securities in the Bank or to participate in any bonus issues of
securities of the Bank.

Clause 13 of the
Preference Share
Terms

1.10.4
Can the Bank amend

Subject to complying with all applicable laws, and with APRA’s prior
written approval, the Bank may amend the Preference Share Terms

Clause 16 of the
Preference Share

the Preference share or the Note Terms without the consent of Holders in certain Terms’
Terms or the Note circumstances. Clause 14.4 of the
Terms? The Bank may also, with APRA's prior written approval, amend the Note Terms
Preference Share Terms or the Note Terms if the amendment has
been approved by a Special Resolution of Holders.
1.10.5 Yes, the Bank may withdraw the Offer at any time prior to the issue Section 2.4.4
Can the Bank of PERLS V. In respect of any Applications already made, Application
withdraw the Offer? Monies will be returned as soon as practicable without interest.
1.10.6 PERLS V will be issued to Macquarie Group Holdings New Zealand Section 6.3
How will PERLS V Limited (“Initial Holder”) who will then transfer PERLS V to
be issued? successful Applicants under the Offer. These arrangements are
governed by the Offer Management and Subscription Agreement
which is summarised in Section 6.3 “Offer Management and
Subscription Agreement”.
1.10.7 No. PERLS V are not eligible for either the Australian or New Sections 3.1.13
Are PERLS V Zealand government guarantee schemes for deposits or wholesale and 3.2.5

guaranteed by
the Australian
Government?

funding.
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Where to find
Topic Summary more information
1.11.1 There are general risks associated with investing in PERLS V, as well Section 3
What are the risks as risks associated with the Bank. Some of the key risks are:
associated with ¢ The Bank’s financial performance and position — the market
investing in price of PERLS V (and the Bank Ordinary Shares into which they
PERLS V? are expected to Convert) may be affected by the Bank’s financial

performance and position. The Bank’s financial performance
and position may also affect the credit ratings associated with
PERLS V, which may impact the market price and liquidity of
PERLS V;

¢ Financial market conditions and liquidity — the market price of
PERLS V may fluctuate due to various factors that affect financial
market conditions and there is a risk that PERLS V may trade
below the Application Price. In addition, the market for PERLS V
may not be liquid and PERLS V may be unable to be sold at an
acceptable price, if at all;

e Distributions may not be paid — as the payment of
Distributions is subject to a number of conditions, including the
availability of profits and the Board’s discretion not to pay a
Distribution, there is a risk that Distributions may not be paid;

e Changes in Distribution Rate — as the Distribution Rate on
PERLS V fluctuates with the Market Rate, there is a risk that the
Distribution Rate will become less attractive compared to the
rate of return on comparable securities;

e Conversion may not occur — there is a risk that the Bank
Ordinary Share price falls to such an extent that the Conversion
Conditions are not satisfied. This means that PERLS V may
not Convert;

e Exchange - if PERLS V are Exchanged, there is a risk that the
applicable Exchange consideration may be disadvantageous to
Holders in light of factors such as market conditions, individual
circumstances and timing of Exchange; and

e Ranking — PERLS V are not deposit liabilities of the Bank and
do not have the benefit of the depositor protection provisions of
the Banking Act. The rights of Holders of PERLS V to receive a
return of capital on PERLS V in a winding-up in effect rank ahead
of the Bank’s Ordinary Shareholders and (subject to the terms
thereof) equally with the holders of the Bank’s other preference
shares and behind the Bank’s liabilities to depositors and
other creditors (subject to the terms of the claims of such
creditors).

See Section 3 “Risks of Investing in PERLS V” for further detail of
these and other key risks.

If after reading this Prospectus you have further questions on how to apply or otherwise, please call the PERLS V Information
Line on 1800 022 440 (Monday to Friday 8.30am — 7.30pm, Sydney Time).

If you are unclear in relation to any matter or uncertain if PERLS V is a suitable investment, you should consult your
financial adviser or other professional adviser.

You should read the whole of this Prospectus carefully, including the risks of investing in PERLS V contained in
Section 3.



Details of the Offer

This Section sets out what you must do if you
wish to apply for PERLS V and details of

quotation if you are successfully Allocated any
PERLS V.
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Details of the Offer

Before investing in PERLS V you should read this
Prospectus in full. It contains information about the Offer
that you must know.

2.1 Description of the Offer
The Offer comprises:
e a Securityholder Offer — made to Eligible Securityholders;

e a Broker Firm Offer — made to Australian residents who
are clients of a broker to the Offer; and

e an Institutional Offer — made to Institutional Investors in
Australia and certain overseas jurisdictions.

2.2 Who may apply

The Offer is available to persons within Australia. No action
will be taken to register the Prospectus, or otherwise permit
a public offering of PERLS V, in any jurisdiction outside
Australia. The Offer is not made to any person in any
jurisdiction where the laws of that jurisdiction would require
the Prospectus to be registered or other action to be taken
by the Bank, see Section 7.4 “Restrictions on foreign
jurisdictions”.

2.3 When to apply

The Offer is expected to open on 7 September 2009 and
close at 5.00pm (Sydney Time) 2 October 2009.

Applicants who are applying under the Securityholder Offer
should ensure their Application (together with Application
Monies) is received by the Registry or submitted online no
later than 5.00pm (Sydney Time) on the Closing Date.

Applicants who are applying through the Broker Firm Offer
should not return their Application to the Registry but should
instead return it to their broker in accordance with their
broker’s instructions.

The Offer may close early. The Closing Date for the Offer

is indicative only and is subject to change without notice.
The Bank has the right, in consultation with the Joint Lead
Managers, to vary the timetable, including closing the Offer
early. Therefore, if you wish to apply for PERLS V you
should submit your Application as soon as possible after the
Offer opens. If the Closing Date is varied, subsequent dates
may be varied accordingly.

2.4 How to apply

To apply for PERLS V you must complete an
Application Form.

The instructions for completing and returning your
Application Form vary depending on whether you are
making an Application:

e under the Securityholder Offer (see Section 2.4.1
“Applying under the Securityholder Offer”);

e under the Broker Firm Offer (see Section 2.4.2 “Applying
under the Broker Firm Offer”); and

e under the Institutional Offer (see Section 2.4.3 “Applying
under the Institutional Offer”).

Application Forms and accompanying cheques and/or
money orders will not be accepted at the Bank’s registered
office or at any of the Bank’s branches.

2.4.1 Applying under the Securityholder Offer
You are an Eligible Securityholder if you:

e were a registered holder of PERLS Il on 16 March 2009,
when PERLS Il were redeemed;

e are a holder of PERLS IlI;
e are a holder of PERLS IV; or
e are a holder of Bank Ordinary Shares,

in each case with a registered Australian address. To be
an Eligible Securityholder, you will also need to meet the
general eligibility requirements outlined in Section 7.4
“Restrictions on foreign jurisdictions”.

As an Eligible Securityholder you may apply for PERLS V
by either:

e completing the Application Form attached to the
Prospectus and appropriately indicating that you are
an Eligible Securityholder; or

e applying online at www.commsec.com.au and following
the instructions.

On the Application Form, you will be required to provide
your SRN or HIN for your previous holding of PERLS I
or your current holding of PERLS I, PERLS IV or Bank
Ordinary Shares.
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2.4.2 Applying under the Broker Firm Offer

If you are applying under the Broker Firm Offer, you should
contact the broker who has offered you the Broker Firm
Allocation for information about how and when to submit
your Application Form.

The Broker Firm Offer is available to Australian residents
who are clients of a broker to the Offer, including Eligible
Securityholders.

2.4.3 Applying under the Institutional Offer
Applications under the Institutional Offer may only be
submitted through the Joint Lead Managers. Full details
on how to participate, including order conditions, were
provided to Institutional Investors by the Joint Lead
Managers.

2.4.4 Application Details

Minimum Application

The Application Price of each PERLS V is $200. You
must apply for a minimum of 25 PERLS V, which is a
minimum investment of $5,000. Applications for greater
than 25 PERLS V ($5,000) must be in multiples of

5 PERLS V ($1,000).

Obtaining a Prospectus and Application Form

An electronic version of this Prospectus will be available at
www.commsec.com.au and may be available through your
broker’s website. If you access any electronic copy of this
Prospectus, then you should read the “Electronic access to
Prospectus” paragraph in the “Important Notices” section at
the start of this Prospectus.

You can also request a free paper copy of this Prospectus
and an Application Form by calling the PERLS V
Information Line on 1800 022 440 (inside Australia)

or through your broker.

Where to send your Application Forms

Application Forms and accompanying cheques and/or
money orders will not be accepted at the Bank’s registered
office or at any of the Bank’s branches.

Securityholder Offer

Completed Application Forms and accompanying cheques
and/or money orders must be mailed or delivered to the
Registry at:

Mail Address or Delivery Address
Link Market Services Ltd Link Market Services Ltd
PERLS V PERLS V

Locked Bag A14
Sydney South NSW 1235

Level 12, 680 George Street
Sydney NSW 2000

Applications must be received at one of the above
addresses by 5.00pm (Sydney Time) the Closing
Date, expected to be 5.00pm (Sydney Time)

2 October 2009.

If you are applying online, you must submit both your
Application and Application Monies online by the
Closing Date, expected to be 5.00pm (Sydney Time)
2 October 2009.

Broker Firm Offer

Applicants who are applying under the Broker Firm Offer

should not return their Application Form and Application

Monies to the Registry but should instead return them to
their broker in accordance with their broker’s instructions.

You should ensure your broker receives your Application
with sufficient time to allow processing of the Application
by the Closing Date, expected to be 5.00pm (Sydney Time)
2 October 2009.

The Bank and the Registry take no responsibility for any
acts or omissions by your broker in connection with your
Application Form or Application Monies.

No brokerage or stamp duty

You do not have to pay brokerage or stamp duty on your
Application for PERLS V. You may have to pay brokerage
on any subsequent transfer of your PERLS V on ASX.

Refunds

Until PERLS V are Allotted, the Bank will hold the
Application Monies in a trust account. The account will be
established and kept solely for the purpose of depositing
Application Monies and dealing with those funds in
accordance with the Corporations Act.

If you are Allocated less than the number of PERLS V you
applied for in cash, you will receive a refund cheque as soon
as practicable after the Closing Date.

No interest will be payable on Application Monies.
Any interest earned on Application Monies will be
retained by the Bank.

2.5 How to pay

2.5.1 Under the Securityholder Offer

Completed Application Forms must be accompanied by
cheques and/or money orders in Australian dollars drawn
on an Australian branch of a financial institution. Cheques
and/or money orders should be crossed “not negotiable”
and be made payable to “PERLS V Offer Account”.
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If you apply for PERLS V over the internet, you can
choose to pay by either Bray or cheque (however, the
Bank may choose to limit cheque payments in the last
week of the Offer).

2.5.2 Under the Broker Firm Offer

If you have received a Broker Firm Allocation of

PERLS V from a broker to the Offer, your Application and
payment procedures will differ from those described above.
Your completed Application Form and Application Monies
must be delivered directly to the broker who offered you the
Broker Firm Allocation (not to the Registry) in accordance
with their instructions.

If you have a Broker Firm Allocation of PERLS V, you
should contact the broker who offered you the Broker Firm
Allocation for further instructions.

The Bank and the Registry take no responsibility for any
acts or omissions by your broker in connection with your
Application Form or Application Monies.

2.5.3 Institutional Offer
Institutional Investors will be advised of payment and
settlement details by the Joint Lead Managers.

2.6 Allocation Policy and Allotment

2.6.1 Bookbuild

The Bookbuild is a process that was conducted by the Joint
Lead Managers in consultation with the Bank before the
Opening Date. Brokers to the Offer and Institutional Investors
were invited to lodge bids for a number of PERLS V. On the
basis of those bids, the Bank and the Joint Lead Managers
determined the Allocations of PERLS V (totalling $1,500 million
of PERLS V) to the Broker Firm Offer' and Institutional Offer.
The Bookbuild was conducted under the terms and
conditions agreed by the Bank and the Joint Lead Managers
in the Offer Management and Subscription Agreement
(“OMSA”). See Section 6.3 “Offer Management and
Subscription Agreement”.

2.6.2 Allocation Policy

Applications (excluding Applicants under the Broker

Firm Offer) may be subject to scaling back. This may
include scaling back to below the minimum Application of
25 PERLS V ($5,000). Some Applications may be rejected.

Note:

1 CommSec may increase the size of its broker firm commitment later in
the Offer, with any increase purely for allocation to CommSec and
Bank customers.

In respect of any Application where the number of
PERLS V allocated is less than the number applied for,
or where no Allocation is made, any surplus Application
Monies will be refunded as soon as practicable after
the Offer closes.

No interest will be payable on Application Monies.
Any interest earned on the Application Monies will be
retained by the Bank.

2.6.3 Firm Allocations to Joint Lead Managers and
brokers to the Offer

Broker Firm Allocations to the Joint Lead Managers

and other brokers will not be scaled back by the Bank.
The distribution of firm Allocations to individual clients by
the Joint Lead Managers and other brokers will be at the
discretion of the relevant Joint Lead Manager or broker.

2.6.4 Allotment

The Bank intends to issue approximately 7.5 million

PERLS V at an Application Price of $200 each, to raise
approximately $1,500 million, with the ability to raise more
or less. The Offer will be conducted by way of a Bookbuild,
to Institutional Investors and brokers to the Offer, and a
Securityholder Offer. CommSec may increase the size of its
broker firm commitment later in the Offer, with any increase
purely for allocation to CommSec and Bank customers.

The Bank will not Allot any PERLS V until it has been
granted approval for PERLS V to be quoted on ASX and all
proceeds from accepted Applications have been received
by the Bank. The Bank intends to Allot PERLS V on

14 October 2009. The Bank may, in consultation with the
Joint Lead Managers, change the Closing Date and

the Issue Date or may withdraw the Offer at any time
before Allotment.

Allotment will involve PERLS V being issued to the Initial
Holder who will then transfer them to successful Applicants
under the Offer. These arrangements are governed by

the OMSA which is summarised in Section 6.3 “Offer
Management and Subscription Agreement”.
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2.7 ASX Trading and Holding
Statements

2.7.1 Commencement of trading of PERLS V on ASX
The contract formed on the acceptance of your Application
for PERLS V by the Bank is conditional on settlement
under the OMSA. The OMSA includes rights of termination
summarised in Section 6.3 “Offer Management and
Subscription Agreement”. Until settlement under the OMSA
occurs and PERLS V are Allotted to successful Applicants,
trading in PERLS V will be on a conditional basis.

Conditional and deferred settlement trading in PERLS V is
expected to commence on ASX on 13 October 2009.
PERLS V are expected to be issued to the Initial Holder
and transferred to successful Applicants on 14 October
2009, satisfying the condition of the conditional market.

If settlement under the OMSA and the Allotment of
PERLS V does not occur within 10 Business Days
after the commencement of conditional and deferred
settlement trading:

e PERLS V will not be issued;

¢ the contract formed on acceptance of your Application
will be cancelled;

e your Application Monies will be refunded without
interest; and

e all conditional trades in PERLS V that have occurred will
be cancelled.

After settlement under the OMSA and the issue and transfer
of PERLS V, there will be a further period of deferred
settlement trading until the dispatch of Holding Statements
is completed, which is expected to occur on 19 October
2009. Trading is expected to continue on a deferred
settlement basis until 20 October 2009 when trading

of PERLS V is expected to commence on a normal
settlement basis.

It is your responsibility to determine your Allocation before
trading your PERLS V to avoid the risk of selling PERLS V
you do not own. To assist you in determining your Allocation
prior to receipt of the Holding Statement, the Bank will
announce the basis of Allocation by placing advertisements
in major national and metropolitan newspapers in Australia
on 13 October 2009. After the basis of allocation has been
determined, you may also call the PERLS V Information
Line on 1800 022 440 (Monday to Friday 8.30am —
7.30pm, Sydney Time) to seek information on

your Allocation.

2.7.2 Provision of Holding Statements

The Bank has applied for PERLS V to participate in CHESS
and, if official quotation is granted by ASX, no certificates
will be issued.

Following the Allotment of PERLS V to successful
Applicants, Holders will be sent a Holding Statement that
sets out the number of PERLS V they have been Allotted
in the Offer.

It is the responsibility of Applicants to determine their
Allocation (if any) prior to trading in PERLS V. Applicants
who sell PERLS V before they receive their Holding
Statements will do so at their own risk. For more
information, please call the PERLS V Information Line
on 1800 022 440 (Monday to Friday 8.30am - 7.30pm,
Sydney Time).

Holders will receive subsequent statements showing any
changes to their PERLS V holding.

2.7.3 Tax File Number and/or Australian Business
Number

You do not have to provide your Tax File Number (“TFN”)
or Australian Business Number (“ABN”). However, the Bank
may be required to withhold Australian tax at the maximum
marginal tax rate (currently 46.5% including the Medicare
levy) on the amount of any unfranked Distribution in respect
of your PERLS V, if you do not provide any one of your:

e TFN;
e TFN exemption details (if applicable); or

e ABN (if PERLS V are held in the course of an enterprise
carried on by a Holder).

You will be provided with a form on which to provide the
above details when Holding Statements are mailed.
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Risks of Investing
in PERLS V

This Section describes the potential risks
associated with an investment in PERLS V.

Before applying for PERLS V, you should
consider whether PERLS V are a suitable
investment for you. You should be aware that
there are risks associated with an investment
in PERLS V, many of which are outside the
control of the Bank, including the risk factors
set out in this Section and other matters
referred to in the Prospectus. The significant
risks to which PERLS V are subject can be
categorised as:

¢ risks associated with investing in PERLS V;
and

e risks associated with the Bank.
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Risks of Investing in PERLS V

The summary of risks below is not exhaustive. You should
read this Prospectus in its entirety and consult your financial
adviser or other professional adviser before deciding
whether to apply for PERLS V.

3.1 Risks associated with investing
in PERLS V

Set out below are general risks associated with an
investment in PERLS V. In particular, these risks arise from
the nature of PERLS V, the Preference Share Terms and the
Note Terms.

3.1.1 Market price and liquidity

The Bank has applied for quotation of PERLS V on ASX.
However, the Bank is unable to predict the market price
and liquidity of the market for PERLS V. The market price
of PERLS V may fluctuate due to various factors, including
general movements in:

e Australian and international economic conditions,
interest rates, credit margins and equity markets;

e investor perceptions and sentiment;

e movements in the market price of debt and/or equity
issued by the Bank, including outstanding Bank Ordinary
Shares; and

e factors which may affect the Bank’s financial position
and earnings.

It is possible that PERLS V may trade at a market price
below $200 (the Face Value). Similar hybrid instruments,
including PERLS IV issued by the Bank and other
instruments issued by other banks have traded or are
trading below their respective issue prices. This may be
due to various factors, including Australian and international
economic conditions, interest rates, credit margins, equity
markets, company performance, terms of the particular
securities, investor perceptions, and a range of other
factors. The market price of PERLS V may be more
sensitive than that of Bank Ordinary Shares to changes

in interest rates, credit margins and other market prices.

The market for PERLS V may not be liquid and may be
less liquid than the market for Bank Ordinary Shares or
comparable securities issued by the Bank or other entities.
Holders who wish to sell their PERLS V may be unable to
do so at an acceptable price, or at all, if insufficient liquidity
exists in the market for PERLS V.

The risks associated with market price and liquidity will also
apply to Bank Ordinary Shares if PERLS V are Converted
(refer to Section 3.1.8 “Risks upon Conversion”).

3.1.2 Distributions may not be paid

There is a risk that Distributions will not be paid. The
payment of Distributions is at the discretion of the Board
and Distributions can only be paid to the extent none of
the following conditions exist:

e there is an Insufficient Distributable Profits Circumstance
unless otherwise approved in writing by APRA; or

e the payment would result in the Risk Based Capital
Ratio or the Tier 1 Capital Ratio of the Bank (on a
Level 1, Level 2 or Level 3 basis as described by APRA)
not complying with APRA Guidelines unless APRA
otherwise gives its approval; or

¢ APRA has objected to the proposed payment; or

e APRA has stated that the payment will result in the
Preference Shares no longer being treated as
Non-Innovative Residual Tier 1 Capital of the Bank (on a
Level 1, Level 2 or Level 3 basis as described by APRA).

The payment of Dividends is also subject to the Corporations
Act or any other law not prohibiting the Bank paying the
relevant Dividend.

Distributions are non-cumulative. If a Distribution is not paid
in full for any particular Distribution Period, a Holder will not
be entitled to receive that Distribution and will not receive
that Distribution unless the Bank, subject to APRA’s prior
approval, causes the Distribution to be made up by paying
an Optional Dividend.

The Preference Share Terms and the Note Terms contain no
events of default and accordingly failure to pay a Distribution
when scheduled does not constitute an event of default. The
Holder does not have the right to apply for the Bank to be
wound up, or placed in administration, or cause a receiver
or a receiver and manager to be appointed in respect of the
Bank merely on the grounds that the Bank does not pay a
Distribution when scheduled under PERLS V.

Where a Distribution is not paid within 20 Business Days
after the relevant Distribution Payment Date, the Dividend
Stopper will apply. This means that the Bank must not
declare or pay any dividends or distribution or pay any
interest from the income or capital of the Bank, return any
capital or undertake any buy-backs, redemptions or
repurchases, in relation to Bank Ordinary Shares, Existing
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Capital Securities (except as set out below) or any securities
of the Bank that rank or are expressed to rank for interest
payments, dividends or distributions equally with or junior to
the Notes (or if the Notes are no longer on issue or have
become obligations of a Substituted Issuer, would have
ranked equally with or junior to them whilst owed by the
Bank) or Preference Shares unless and until:

e a Special Resolution of Holders authorising the payment,
capital return, buy-back, redemption or repurchase is
approved, and APRA does not otherwise object;

e an Optional Dividend in an amount in aggregate equal to
the unpaid amount for the preceding four consecutive
Distribution Periods has been paid to Holders;

e four consecutive Dividends scheduled to be payable on
PERLS V thereafter have been paid in full; or

e all PERLS V have been Exchanged.

The Dividend Stopper will not apply to Existing Capital
Securities where the Distribution on PERLS V is not paid
solely because an Insufficient Distributable Profits
Circumstance exists in relation to the relevant Distribution
Payment Date. In these circumstances, distributions may be
made on Existing Capital Securities when they cannot be
made in relation to PERLS V.

The main exceptions to the Dividend Stopper, which are
payments the Bank is permitted to make even if the relevant
Distribution is not paid in full, include pro rata payments on
the securities of the Bank to which the Dividend Stopper
then applies that rank or are expressed to rank for interest
payments, dividends or distributions equally with PERLS V.

The Bank may also be subject to similar constraints on
payment of dividends or return of capital on Bank Ordinary
Shares and certain other Tier 1 Capital instruments if a
distribution has not been paid on other Bank securities or
securities that the Bank may issue in the future. If such a
constraint applies, the Bank may not be able to make
payments on PERLS V unless approval is obtained from
the holders of the relevant securities.

3.1.3 Distributions may not be fully franked

The Bank expects that Distributions will be fully franked. The
value and availability of franking credits to a Holder will differ
depending on the Holder’s particular tax circumstances.
Holders should also be aware that the potential value of any
franking credits does not accrue at the same time as the
receipt of any cash Distribution.

Distributions payable on PERLS V may also be unfranked
or not fully franked. If a Distribution is unfranked or not fully
franked, it will, subject to the Payment Tests, generally be
increased by a cash amount to compensate Holders for the
unfranked portion of the Distribution.

The Bank understands that the ATO may form the view that
the benefits of the franking credits should be denied to
Holders even if the Bank has franked the relevant
Distribution. If the ATO forms the view that franking credits
should be denied to Holders, the Bank intends to have that
view tested in court.

The Bank and the ATO have agreed to certain arrangements
that will ensure that Holders will not be impacted by this
process. In the event the ATO view is sustained the Bank
has agreed to make a payment to the ATO to compensate it
and in practice the benefits of the franking credits will be
allowed to Holders.

Holders who do not seek to independently challenge the
ATO view will not be impacted. For any Holders who choose
to challenge the ATO view independently the Bank will not
gross up Interest payments and the Bank will not make any
payment on behalf of the tax liability of such Holders.
Further details of the arrangements and the tax treatment
are contained in the Taxation Letter in Section 5 “Taxation
Information” and Section 7.2 “ATO Agreement”.

In the event that the ATO view is sustained, the Bank will
elect that an Assignment Event occurs in respect of all
Notes, such that Holders will hold the Preference Shares
(see Section 1.8.2 “What happens if an Assignment Event
occurs?”). The benefits of the franking credits attached to
Dividends paid on Preference Shares should not be denied
to Holders.

35



36

Risks of Investing in PERLS V

3.1.4 The Distribution Rate may fluctuate

The Distribution Rate is the sum of the Market Rate and
the Margin of 3.4000% per annum and is calculated for
each Distribution Period. The Market Rate is the Bank Bill
Swap Rate. It is influenced by a number of factors and will
fluctuate (both increase and decrease) over time. Please
refer to the chart below for historical movements in the
Bank Bill Swap Rate.

As the Distribution Rate on PERLS V fluctuates, there is
a risk that the Distribution Rate payable on PERLS V wiill
become less attractive when compared to the rates of
return available on comparable securities issued by the
Bank or other entities.

3.1.5 No fixed maturity date

PERLS V are effectively perpetual instruments. Accordingly,
your investment in PERLS V has no stated maturity date and
you do not have a right under the Preference Share Terms or
the Note Terms to request Exchange of your PERLS V.

3.1.6 Resale may not occur or complete

The Bank may elect to arrange for a Resale of PERLS V

on a Conversion Date or if a Regulatory Event, NOHC Event
or Tax Event occurs. If the Bank elects to arrange for a
Resale of PERLS V, the Bank must procure a third party (the
Purchaser) to undertake, on terms and conditions reasonably
determined by the Bank, to acquire all PERLS V for $200
(the Face Value) each.

There is a risk that the Bank either does not choose or is
unable to arrange a Resale. This may be because the Bank
is unable to find a Purchaser who is willing to acquire all
PERLS V on terms and conditions acceptable to the Bank.
It is the Purchaser’s obligation to pay the consideration for
the PERLS V that are to be Resold.

90 day Bank Bill Swap Rate history
8.50%

6.50%

% per annum

4.50%

2.50%

Even if the Bank is able to find a Purchaser, there is a risk
that Resale will not occur either because the Purchaser is
unable to pay the Face Value consideration for each
PERLS V that it is acquiring or because the conditions to
which such Resale is subject are not satisfied or waived
within the appropriate period. The Bank has no obligation
to pay the Face Value consideration for each PERLS V if it
is not paid by the Purchaser.

If the Purchaser does not deliver cash equal to the Face
Value to Holders or the Resale otherwise does not complete,
Holders will continue to hold PERLS V until the next
Conversion Date on which Conversion, Resale

or Repurchase will occur unless the Bank, subject to
APRA's prior written approval, elects to Exchange all of the
relevant PERLS V on issue within 45 Business Days after the
scheduled Conversion Date on which Resale did not occur.

3.1.7 Conversion may not occur on the Initial
Conversion Date or at all

PERLS V will Convert into Bank Ordinary Shares on

31 October 2014 (the Initial Conversion Date) if the
Conversion Conditions are satisfied. However, the Bank
may instead elect to arrange for a Resale of PERLS V on
this date so that Conversion does not occur.

There is a risk that Conversion will not occur because the
Conversion Conditions are not satisfied. The Conversion
Conditions will not be satisfied if:

e there is a fall in the price of Bank Ordinary Shares
relative to the Issue Date VWAP that causes the First
Conversion Condition or Second Conversion Condition
to not be satisfied;

e Bank Ordinary Shares cease to be quoted on ASX,
or have been suspended from trading for at least

Aug 99 Aug 00 Aug 01 Aug 02 Aug 03
Source: Bloomberg, 20 August 1999 - 20 August 2009

Aug 04 Aug 05 Aug 06 Aug 07 Aug 08 Aug 09

Note: This chart shows historical movements in the Bank Bill Swap Rate. Past levels are not necessarily indicative of future levels.
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five consecutive Business Days prior to, and remain
suspended on, the relevant Conversion Date; or

¢ the Bank has elected to Resell PERLS V.

If the First Conversion Condition, Second Conversion
Condition or Third Conversion Condition is not satisfied,

the Bank may, subject to APRA's prior written approval,
elect to Repurchase all PERLS V for cash. If PERLS V are
not Repurchased and not Resold on the Initial Conversion
Date, Conversion will occur on the next Distribution
Payment Date (a Conversion Date) on which all of the
Conversion Conditions are satisfied. As PERLS V are
effectively perpetual securities, it is possible that Conversion
could be postponed indefinitely if the Conversion Conditions
are never satisfied.

Where the Bank raises additional ordinary share capital or
undergoes some other form of capital reconstruction, the
Bank Ordinary Share price may be adversely impacted by
the change. The Issue Date VWAP (which is relevant in
determining whether the Conversion Conditions are
satisfied, as noted above) will be adjusted for bonus issues,
rights issues, off-market buy-backs and pro-rata returns of
capital in accordance with the Preference Share Terms.
However, any other forms of capital raising or reconstruction
may not result in an adjustment, since any adjustment
would be subject to APRA approval and Board discretion.
Without an adjustment, the Conversion Conditions may be
less likely to be met and Exchange may be postponed as
outlined above.

If Conversion does not occur on a possible Conversion
Date, Distributions will continue to be paid on PERLS V,
subject to the Payment Tests (refer to Section 1.4.9 “Will
Distributions always be paid?”).

3.1.8 Risks upon Conversion

The number of Bank Ordinary Shares issued on Conversion
will depend on the Bank Ordinary Share price over the

20 Business Days on which trading in Bank Ordinary Shares
takes place immediately before the Conversion Date. The
market price on the Conversion Date of each Bank Ordinary
Share issued may therefore be different to the price used to
calculate the number of Bank Ordinary Shares to be issued.

The value of Bank Ordinary Shares after Conversion will
depend on the market price of Bank Ordinary Shares after
the Conversion Date. The market price of Bank Ordinary
Shares will fluctuate due to various factors, including
investor perceptions, domestic and worldwide economic
conditions and factors that affect the Bank’s financial
performance and position. The risks described in this
Section 3 “Risks of Investing in PERLS V” may have an

impact on the market price of Bank Ordinary Shares to
a greater or a lesser extent than that of PERLS V.

There are possible events and conditions that may affect the
ability of Holders to trade or dispose of the Bank Ordinary
Shares that are issued on Conversion. These may include
the willingness or ability of ASX to accept the Bank Ordinary
Shares issued on Conversion for listing or any practical
issues which affect that listing, any disruption to the market
for Bank Ordinary Shares or to capital markets generally.

The market for Bank Ordinary Shares may not be liquid and
may be less liquid than the market for comparable securities
issued by other entities. Holders who wish to sell their Bank
Ordinary Shares may be unable to do so at an acceptable
price, or at all, if insufficient liquidity exists in the market for
Bank Ordinary Shares.

3.1.9 Exchange is subject to certain events occurring
A Holder does not have any right to request or require an
Exchange of their PERLS V. The Bank may, subject to
APRA's prior written approval, choose to Exchange all or
some PERLS V after a Tax Event, a Regulatory Event or a
NOHC Event. The choice of Conversion on such a date is
subject to the Optional Exchange Conversion Conditions —
see Section 1.6.3 “What are the Optional Exchange
Conversion Conditions?”.

The Bank must, subject to APRA's prior written approval,
Exchange all (but not only some) PERLS V on a Conversion
Date (the first occurring on 31 October 2014) or after an
Acquisition Event. The choice of Conversion on such a date
is subject to certain conditions — see Section 1.5.8 “What
are the Conversion Conditions?”.

3.1.10 Exchange on an Acquisition Event

Where the Bank has chosen to Exchange all PERLS V
following an Acquisition Event, the Exchange of PERLS V is
subject to obtaining APRA’s prior written approval. APRA is
not obliged to give this approval and, depending on the
facts and circumstances existing at the time of any
Acquisition Event, may not do so.

If the Board considers that APRA will not approve the
Exchange, or the Second Conversion Condition or Third
Conversion Condition would not be satisfied in respect of
the relevant Exchange Date, the Board is required to use
all reasonable endeavours to procure that an equivalent
takeover offer be made to Holders, or that Holders are
entitled to participate in the scheme of arrangement or a
similar transaction (see clause 7.8 of the Preference Share
Terms). However, any acquirer or bidder for the Bank may
not agree to do so.
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3.1.11 Conversion, Repurchase or Resale may not
coincide with your personal investing preferences
Exchange may occur on dates not previously contemplated
by Holders (including before the Initial Conversion Date).
Therefore, the period for which Holders will be entitled to
the benefit of the rights attaching to PERLS V is unknown.

The Bank may elect to Exchange PERLS V before the Initial
Conversion Date if a Regulatory Event, Tax Event or NOHC
Event occurs. In particular, the Bank may elect to implement
a NOHC structure at anytime, causing a NOHC Event to
occur and therefore permitting the Bank to Exchange
PERLS V.

In addition, the Exchange consideration may not
coincide with Holders’ individual preferences and may be
disadvantageous to some or all Holders in light of market
conditions or individual circumstances.

If Holders receive cash upon Exchange, the rate of return
at which Holders can reinvest their funds may be lower
than the Distribution Rate applicable to PERLS V. The cash
received may also be more or less than the price paid by
Holders for their PERLS V.

If Holders receive Bank Ordinary Shares, the number of
Bank Ordinary Shares to be issued on Exchange depends
on the VWAP of Bank Ordinary Shares during the

20 Business Days, on which trading in Bank Ordinary
Shares takes place, prior to Exchange. This means that
Conversion may occur at a price that exceeds the market
price for Bank Ordinary Shares on the Exchange Date
(Refer to Section 3.1.8 “Risks upon Conversion”).

Where you receive Bank Ordinary Shares on Conversion
you will have the same rights as other Bank Ordinary
Shareholders which are different to the rights attaching
to PERLS V.

3.1.12 Exchangeable for cash in limited
circumstances only
PERLS V are not Exchangeable for cash unless:

e the Bank elects, subject to APRA's prior approval, to
Repurchase PERLS V, either on a Conversion Date or
following the occurrence of a Regulatory Event, NOHC
Event, Tax Event or Acquisition Event; or

e the Bank elects to arrange for a Resale of PERLS V on
a Conversion Date or, subject to APRA's prior approval,
following the occurrence of a Regulatory Event, NOHC
Event or Tax Event.

3.1.13 Ranking

PERLS V are not deposit liabilities or savings accounts

of the Bank. PERLS V are not subject to the depositor
protection provisions of Australian banking legislation.
PERLS V do not represent a deposit liability of the Bank
or the Bank’s New Zealand branch for the purposes of the
Banking Act nor are they insured or guaranteed by any
government agency or compensation scheme of Australia,
New Zealand or any other jurisdiction. This means that
payment of Distributions and payment on Resale or
Repurchase of PERLS V is not guaranteed by the Bank,
nor the Australian or New Zealand Governments.

PERLS V are issued by the Bank under the Preference
Share Terms and the Note Terms. A Holder has no claim
on the Bank in respect of PERLS V except as provided in
the Preference Share Terms and the Note Terms. PERLS V
are unsecured.

On a winding-up of the Bank, an Assignment Event will
occur. If this occurs, the Notes are expected to be destapled
and assigned to the Bank or its nominee and Holders will
hold only Preference Shares. The rights of Holders of
Preference Shares to receive a return of capital (or any
distributions that may be owing) in a winding-up rank ahead
of the Bank’s Ordinary Shareholders; equally with the holders
of the Bank’s other preference shares (subject to the terms
thereof) and behind the Bank’s liabilities to depositors and
other creditors (subject to the terms of the claims of such
creditors). The claims of depositors and creditors include all
deposits made with the Bank, including ordinary bank
account deposits. If there is a return of capital in a
winding-up of the Bank, Holders will be entitled to receive
out of the assets of the Bank available for distribution to
holders of shares in the capital of the Bank, in respect of
each Preference Share held, a cash sum of the amount
equal to the sum of the amount of any Distribution due but
unpaid and the Face Value, before any return of capital is
made to holders of Bank Ordinary Shares or any other
classes of shares or Capital Securities ranking behind
Preference Shares.

Preference Shares do not confer on the Holders any further
right to participate in the surplus assets of the Bank on a
winding-up of the Bank. As Preference Shares rank behind
creditors, there is a risk that in the event of a winding-up of
the Bank there will be insufficient funds to provide a return
of capital to Holders.



Risks of Investing in PERLS V

The Bank may only make a return of capital on PERLS V
prior to a winding-up (by redeeming, buying back or
otherwise cancelling PERLS V) with APRA’s approval.

Under certain circumstances, the terms of the Bank’s
Existing Capital Securities (or new instruments that the Bank
may issue) could limit the Bank’s ability to make payments
on PERLS V.

3.1.14 Credit ratings may change

In light of the difficulties in the banking sector and financial
markets, the rating agencies have indicated they are
watching global developments closely and that if conditions
continue to deteriorate, they may downgrade the rating or
ratings outlook of some Australian banks.

The credit rating of the Bank and PERLS V may be
downgraded, withdrawn or suspended as a result of
changes in the Bank’s operating performance or capital
structure, the occurrence of one or more of the other risks
discussed in this Prospectus, changes to the relevant policy
of one or more of the independent rating agencies, or for
some other reason.

These risks could affect the market price and liquidity of
PERLS V. The credit rating of PERLS V may not reflect the
potential impact of all risks related to structure and other
factors on any trading market for, or trading value of,
PERLS V. Another major rating agency (other than Standard
& Poor’s) issued a report in June 2009, stating that they
were reviewing their methodology for rating bank hybrids
which may adversely impact the trading price of PERLS V.
Whilst no rating has been sought for PERLS V from that
agency there is a risk that they will downgrade the credit
rating of similar securities issued by banks, including
PERLS Il and PERLS IV. A downgrade to other Tier 1
hybrid securities could adversely affect the market price
and liquidity of PERLS V.

If the Bank fails to maintain its current corporate credit
rating, this may adversely affect its cost of funds and related
margins, access to capital markets, competitive position
and other aspects of its performance, and consequently the
performance of PERLS V.

Credit ratings are not “market” ratings, nor are they a
recommendation to buy, hold or sell securities (including
PERLS V) and are subject to revision or withdrawal at any
time. The credit ratings do not reflect the potential impact of
all risks related to the structure under which PERLS V

are issued, market and additional factors disclosed in this
Section 3 “Risks of Investing in PERLS V”, and other factors

that may affect the value of PERLS V or the Bank’s financial
performance or position.

3.1.15 Taxation policy may change

A general description of the Australian taxation
consequences of investing in PERLS V, including a Holder’s
ability to claim franking credits, is set out in the Taxation
Letter from Greenwoods & Freehills in Section 5 “Taxation
Information”. This discussion is in general terms and is not
intended to provide specific advice in relation to the
circumstances of any particular investor. Accordingly,
investors should seek independent advice in relation to their
individual tax position.

If there is a change of law, policy or practice that adversely
affects the tax position of the Bank, or a Holder’s ability to
claim franking credits, a Tax Event may occur. This would
give the Bank the right to elect to Exchange PERLS V.

The Bank has applied for a Class Ruling from the Australian
Taxation Office for confirmation of certain Australian tax
consequences for certain PERLS V Holders as discussed
in the Taxation Letter in Section 5 “Taxation Information”.
The date of issue of any Class Ruling is not known.

3.1.16 Regulatory classification may change

APRA has approved the classification of PERLS V as
Non-Innovative Residual Tier 1 Capital. However, if APRA
subsequently determines that PERLS V do not constitute
Non-Innovative Residual Tier 1 Capital, a Regulatory

Event may occur which would entitle the Bank to
Exchange PERLS V. In addition, APRA may determine that
a Distribution should not be paid, or that a higher Risk
Based Capital Ratio or Tier 1 Capital Ratio is required
before any Distribution can be paid.

3.1.17 Accounting standards may change

In addition to the risk of triggering a Regulatory Event,

a change in accounting standards by either the International
Accounting Standards Board or Australian Accounting
Standards Board may affect the reported earnings and
financial position of the Bank in future financial periods.

This may adversely affect the ability of the Bank to pay
Distributions.

3.1.18 Future issues of securities by the Bank
The Bank and other members of the Bank Group may in the
future issue securities that:

e rank for distributions or payments of capital (including
on the winding-up of the Bank or another member of
the Bank Group) equally with, behind or ahead of
PERLS V;
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e have the same or different dividend, interest or
distribution rates as PERLS V, or

e have the same or different terms and conditions as
PERLS V.

A holding of PERLS V does not confer any right to
participate in future issues by the Bank, whether of equity,
debt or some other security. In addition, other entities in the
Bank Group may issue other securities with the same or
different dividend or interest rates and on the same or
different terms to PERLS V.

No prediction can be made as to the effect, if any, such
future issues of securities by the Bank or other entities may
have on the market price or liquidity of PERLS V or Bank
Ordinary Shares into which PERLS V may Convert.

3.1.19 A NOHC Event changes the risk associated with
the Bank and PERLS V

If a NOHC Event occurs, the Bank may elect to Exchange
PERLS V. If the Bank does not elect to Exchange PERLS V,
there may be new risks associated with PERLS V:

e Credit Rating — there is a risk that the credit rating of
the Bank and PERLS V may change as a result of the
NOHC Event (see Section 3.1.14 “Credit ratings may
change” for the impacts of a change in credit rating).

e Upstream NOHC - if an Upstream NOHC Event occurs,
the Bank may sell the life and funds management
business, and other subsidiaries, to a parent entity or
another subsidiary of a parent entity. As a result, the
profits and net asset position of the Bank may materially
decrease, affecting the ability of the Bank to meet its
obligations under PERLS V. If an Upstream NOHC Event
occurs, there is also a risk that a parent entity of the
Bank (such as the NOHC) or sibling entity of the Bank
(such as a subsidiary of the NOHC that is not also a
subsidiary of the Bank) may issue Tier 1 Capital
instruments that are not subject to the Dividend Stopper.

e Downstream NOHC - if a Downstream NOHC Event
occurs, the Bank will become the Bank Group’s holding
company and will no longer be a regulated bank.

The new banking entity will be able to issue preference
shares and other Tier 1 Capital instruments that are

not subject to the Dividend Stopper, and, in certain
circumstances, that may prevent the new banking entity
paying dividends to the Bank. This could affect the
ability of the Bank to meet its obligations regarding
PERLS V.

Whether or not the Bank elects to Exchange PERLS V
following a NOHC Event, as well as how the Bank
implements a NOHC restructure, may have implications for
Holders, including tax consequences (refer to the Taxation
Letter in Section 5 “Taxation Information”).

3.1.20 Shareholding ownership restrictions

The Financial Sector (Shareholdings) Act 1998 (Cth) restricts
ownership by a person (together with their associates) of

an Australian bank to 15% of the voting power of a bank.

A Bank Ordinary Shareholder may apply to the Australian
Treasurer to extend its ownership beyond 15%, but approval
will not be granted unless the Treasurer is satisfied that

a holding by that person of greater than 15% is in the
national interest.

Mergers, acquisitions and divestments of Australian public
companies listed on ASX are regulated by legislation and
rules and regulations of ASX. These provisions include
restrictions on the acquisition and sale of relevant interests
in certain shares in an Australian listed company under the
Corporations Act and a requirement that acquisitions of
certain interests in Australian-listed companies by foreign
interests are subject to review and approval by the Treasurer.

These regulations are relevant to holdings of Bank Ordinary
Shares. Holders should take care to ensure that by
acquiring any PERLS V (taking into account any Bank
Ordinary Shares into which they may Convert), they do

not breach any applicable ownership restriction.

3.2 Risks associated with the Bank

Set out below are general risks associated with the Bank.
These risks will be relevant to an investment in PERLS V
to the extent they affect the ability of the Bank to meet its
obligations to Holders. If PERLS V are Converted, these
risks will also be relevant to Bank Ordinary Shares issued
on Conversion.

3.2.1 Economic risk

The Bank’s performance is primarily influenced by economic
conditions in Australia and New Zealand, including the level
and cyclical nature of the Bank’s business activities in these
countries, which in turn are affected by both domestic and
international economic and political events.

The ongoing dislocation in credit and capital markets has
impacted global economic activity including the economies
of Australia and New Zealand which have slowed and are
experiencing rising unemployment. This disruption has led
to a decrease in credit growth and a reduction in consumer
business confidence. These factors have had an adverse
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impact on demand for the Bank’s financial services and
products. A further downturn in the Australian and New
Zealand economies could adversely impact the Bank’s
results of operations, liquidity, capital resources and
financial conditions.

In addition to general economic factors, there are a number
of factors which may affect the profitability of all banks in
Australia, including the Bank. These include but are not
limited to, short-term and long-term interest rates, inflation
and monetary supply, commaodities volatility and prices,
fluctuations in both debt and equity capital markets and
relative changes in foreign exchange rates.

Australian and New Zealand economic conditions may also
be affected by geopolitical instability, including, among
other factors, actual or potential conflict and terrorism.
Future performance may also be affected by the economic
conditions of other regions in which the Bank conducts
operations.

It is also possible that new risks may emerge as a result of
markets experiencing extreme stress, or existing risks may
manifest in ways that are not currently foreseeable.

The Bank’s ability to pay distributions, including on PERLS V,
may be affected by its performance and profitability.

3.2.2 Credit risk

As a financial institution, the Bank is exposed to the risks
associated with extending credit to other parties. The
Bank’s lending activities cover a broad range of sectors and
clients. Residential property lending, together with property
finance, including real estate development and investment
property finance, constitute important businesses for the
Bank. Lending to Australian companies is another significant
part of the Bank’s business.

Unfavourable or less favourable business or economic
conditions, whether generally or in a specific industry
sector or geographic region, could expose the Bank to
the increased risk that customers will fail to meet their
obligations in accordance with agreed terms. The amount
of provisions the Bank holds to cover credit impairment is
determined by assessing the risk of losses within the current
lending portfolio, based on currently available information.
Similarly, in assessing whether to extend credit or enter
into other transactions with customers, the Bank relies on
information or representations provided by or on behalf
of customers. If the information upon which these
assessments are made proves to be inaccurate or
misleading, the Bank’s financial performance could

be negatively impacted.

Recent market and economic conditions have led to
increased impairment charges, and if these conditions
deteriorate further, some customers and counterparties may
experience higher levels of financial stress. As a result, the
Bank has experienced, and may continue to experience, an
increase in defaults and write-offs and may be required to
further increase its provisioning. Again, these may negatively
impact the Bank'’s financial performance and capital position.

3.2.3 Market risk

Market risk is the risk of an adverse event in the financial
markets that may result in a loss of earnings to the Bank.
It includes the risk to earnings caused by:

e changes in interest rates, foreign exchange rates and
changes to equity, commodity, property and other
market prices; and

e |iquidity and funding risk (for further details see
Section 3.2.4 “Liquidity and funding risks”).

The Bank is exposed to market risk as a consequence of its
trading activities in financial markets and through the asset
and liability management of its overall financial position.

¢ In the financial markets trading businesses, the Bank is
exposed to losses arising from adverse movements in
levels and volatility of interest rates, foreign exchange
rates, and commodity and equity prices. The recent
period of increased market volatility has increased
the Bank’s earnings at risk, as measured by value at
risk (VAR).

¢ In the Bank’s wealth management business, earnings
are in part dependent on asset and equity values and
demand is affected by past investment performance.
A continuation of declines in global markets, including
equity, property and other asset markets, will impact
the Bank’s operation and profitability.

Declining asset prices may also impact customers and the
value of security the Bank holds against loans, which then
may impact its returns if customers were to default. If the
Bank were to suffer substantial losses due to any such
market volatility, for example if declines in global asset
markets were to continue, it would adversely affect the
results of operations and its financial condition.

Additionally, as the Bank’s financial statements are prepared
and presented in Australian dollars, any appreciation in the
Australian dollar against other currencies in which the Bank
earns revenues (particularly the New Zealand dollar) may
adversely affect the reported earnings and consequently
shareholder equity and capital ratios.
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3.2.4 Liquidity and funding risks

Liquidity risk is the risk that the Bank is unable to meet its
financial obligations when they fall due as a result of
mismatches in its cash flows from financial transactions.
Funding risk is the risk of over-reliance on a particular
funding source, affecting the volatility in the cost or
availability of funds to the Bank.

The Bank relies upon both customer deposits and
wholesale borrowing on an ongoing basis to ensure that

it continues to meet its funding obligations and to maintain
or grow its business generally. In times of market stress,
or in the event of damage to market confidence in the
Bank, the Bank’s ability to access sources of funding may
be constrained.

Since the second half of 2007, developments in the US
sub-prime mortgage industry and in the US and European
markets more generally, have adversely affected the liquidity
in global credit and capital markets. This has resulted in an
increase in the cost of wholesale funds throughout global
credit markets including Australia, and in many cases a
reduction in the availability of some funding sources.

The Bank utilises various funding sources including
wholesale funds and asset securitisation. The availability of
these funds has decreased, particularly in relation to longer
term securities. The overall cost of funds has increased
significantly and may continue to do so. To mitigate the
increase in overall cost and manage the constraints on
funding, the Bank has reviewed, and continues to review,
its pricing model and funding mix to ensure that products
are appropriately priced. However, ongoing instability or
future deterioration in these market conditions may limit
the Bank’s ability to replace maturing liabilities and access
capital in a timely manner necessary to fund and grow its
business. The duration and ramifications of, and the
likelihood of ongoing instability or further deterioration in,
global credit and capital market conditions are unknown.

In the event that the Bank’s current sources of funding
prove to be insufficient, some of the potential ramifications
are that it may be forced to seek alternative financing,

the availability of which will depend on a variety of factors.
In addition, these alternatives may be more expensive or
on unfavourable terms. If the Bank is unable to source
appropriate funding, it may be forced to reduce its lending
or begin to sell liquid securities with no assurance that
favourable prices can be obtained on the securities the
Bank offers for sale. These actions may adversely impact
the Bank’s performance and results.

The policies of the RBA and the policies of central banks in
other countries in which the Bank operates, help determine
the Bank’s cost of funds for lending and investing and

the return that the Bank will earn on those loans and
investments. This impacts the Bank’s net interest margin
and therefore its profitability.

The Bank is rated AA (stable outlook) by Standard & Poor’s
and Aa1 (negative outlook) by Moody’s. The Bank’s credit
rating has a significant impact on both the Bank’s access to
and cost of funding. A reduction in the Bank’s credit rating
could reduce the Bank’s access to wholesale debt markets
and lead to an increase in funding costs. See Section 3.1.14
“Credit ratings may change”.

3.2.5 Government action to stabilise financial markets
may not achieve desired effects

In response to the current financial crisis, the Australian
Government announced on 12 October 2008 that it would
guarantee deposits and wholesale term funding of eligible
Australian financial institutions. A deed of guarantee in
connection with the Australian Government Guarantee for
Large Deposits and Wholesale Funding was executed on
20 November 2008 (effective from 28 November 2008).

Similar stabilising actions have been taken by governments
and regulatory bodies in New Zealand, the United States,
the United Kingdom, Europe and other jurisdictions.

The impact that these stabilisation packages and other
regulatory action may have on financial markets and the
level of volatility, consumer and investor confidence, or
other factors, is uncertain. Further declines in these factors
may have further adverse effects on the Bank’s business
and performance. It is also uncertain if or when these
stabilisation actions will be removed.

The withdrawal of the Australian government guarantee
scheme for large deposits and wholesale funding may
adversely impact the Bank’s ability to access sources
of funding and liquidity and lead to an increase in
funding costs.

As noted in Section 3.1.13 “Ranking”, PERLS V do not
represent a deposit liability of the Bank or the Bank’s

New Zealand branch for the purposes of the Banking Act
nor are they insured or guaranteed by any government
agency or compensation scheme of Australia, New Zealand
or any other jurisdiction.

3.2.6 Capital Adequacy Risk

The Bank’s capital base is required to manage its business
and access funding. The Bank is required by regulators,
including APRA to maintain adequate regulatory capital.
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Under APRA’s current regulatory requirements the capital
required to be held against the Bank’s assets increases as
a counterparty’s assessed level of risk worsens. These
additional regulatory capital requirements compound the
capital reduction resulting from provisions from loan losses.
Accordingly, greater volatility in the Bank’s capital adequacy
ratios may occur.

3.2.7 Operational risk

Operational risk is defined as the potential variation in the
value of the Bank’s businesses, other than those captured in
credit and market risk. It comprises risks associated with:

— processes, systems, data or people — for example,
failure to comply with laws, regulations or policies,
fraud or error, and systems failure;

— the capacity of the existing systems to keep
pace with industry developments, effectively
accommodate planned growth, and integrate with
future acquisitions and alliances;

— operational failings by third-party providers —
for example, inadequacy of internal third-party
information technology systems, outsourcing; and

— external events — for example, pandemics, natural
disasters, political, security and social events or
failings in the financial services sector.

To manage some of these risks the Bank has formulated
and implemented disaster recovery and systems continuity
plans. However, any failure in these systems could result

in business interruption, loss of customers, damage to
reputation and a weakening of the Bank’s competitive
position and could adversely impact the Bank’s business
and have a material adverse effect on its financial condition
and operations.

3.2.8 Financial Reporting Risk

Under Australian Accounting Standards and the Bank
Group’s accounting policy the following financial instrument
classifications are measured at fair value subsequent to
initial recognition:

e assets and liabilities at fair value through the income
statement;
® available for sale investments; and

e derivative assets and liabilities.

All instruments measured at fair value subsequent to initial
recognition use quoted market prices where an active
market exists. Non-market quoted financial instruments are
valued using valuation techniques based on observable

market inputs. In a limited number of instances valuation
techniques are not based on observable market data.

The valuation techniques adopted rely on assumptions and
judgements to derive cash flows and determine appropriate
discount rates. Due to the cash flows and discount rates
used to determine fair values being significantly influenced
by market conditions, ongoing market volatility could have
a material adverse effect on the Bank Group’s earnings.

3.2.9 Underwriting

As a financial intermediary, a subsidiary of the Bank
underwrites listed and unlisted debt, equity-linked and equity
securities. It may guarantee the pricing and placement of
these securities and could suffer losses if it fails to syndicate
or sell down its risk to other market participants.

3.2.10 Litigation and contingent liabilities

From time to time the Bank may be subject to material
litigation or governmental, legal or arbitration proceedings
and other contingent liabilities which, if they occur, may
adversely affect the Bank’s results.

3.2.11 Regulatory risk

The Bank is subject to the laws and regulations of Australia
and the other countries in which the Bank and its subsidiaries
have operations, trade or raise funds, or in respect of which
they have some other connection. In conjunction with these
laws and regulations, a number of agencies have regulatory
oversight of the Bank and its subsidiaries, including, among
others, APRA, the RBA, ASX and ASIC. Whilst the Bank
maintains extensive compliance procedures, regulatory and
other governmental agency reviews of aspects of the Bank’s
operations, procedures and conduct may occur from time to
time. Among other things, ASIC is currently in the course of
investigating the Bank’s conduct in relation to Storm Financial
and aspects of the Bank’s continuous disclosure compliance
in respect of its December 2008 capital raising. The Bank has
established a resolution scheme for clients of Storm Financial
who borrowed money from the Bank. The resolution scheme
will consider individual claims on a case by case basis and
the Bank believes that appropriate provisions are held to
cover the outcomes and costs of the scheme.

To the extent that laws and any other regulatory
requirements limit the Bank’s operations and flexibility, they
could adversely affect its profitability and prospects. A failure
to comply with any laws, regulations or policies in any
jurisdiction where the Bank operates could result in
sanctions by regulatory agencies, liability to the Bank or
damage to its reputation.
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Regulatory and other governmental agencies (including
revenue and tax authorities) frequently review banking and
tax laws, regulations and policies. The current global
financial crisis is likely to lead to changes in regulations,
particularly for financial companies, in most markets in
which the Bank operates. Changes to laws, regulations or
policies, including changes in interpretation or
implementation of laws, regulations or policies, could affect
the Bank in substantial and unpredictable ways. These may
include changing required levels of bank liquidity and capital
adequacy, limiting the types of financial services and
products that can be offered and/or increasing the ability of
non-banks to offer competing financial services or products,
as well as changes to prudential regulatory requirements.

3.2.12 Reputation risk

Reputation risk may arise through the actions of the Bank
and adversely affect perceptions of the Bank held by

the public, shareholders, investors, regulators or rating
agencies. The impact of a risk event on the Bank’s
reputation (e.g. operational or credit events), may exceed
any direct costs and extend through to the goodwill of the
Bank’s business.

Damage to the Bank’s reputation may have wide ranging
impacts, including on the Bank’s profitability, capacity to
source funding and liquidity, cost of sourcing funding and
liquidity and by constraining business opportunities.

3.2.13 Strategic and acquisition risk

These are risks associated with strategic and business
decisions made by the Bank in the ordinary course of
business.

The Bank regularly examines a range of corporate
opportunities including material acquisitions with a view
to determining whether those opportunities will enhance
its financial performance and position. Any corporate
opportunity that is pursued could, for a variety of reasons,
turn out to have a material adverse effect on the Bank’s
profitability. The successful implementation of the Bank’s
corporate strategy will depend on a range of factors
including potential funding strategies and challenges
associated with integrating and adding value to an acquired
business. The Bank’s operating performance or capital
structure may also be affected by corporate opportunities
and there is a risk that the Bank’s credit ratings may be
placed on credit watch or downgraded if corporate
opportunities are pursued.

In October 2008, the Bank acquired Bank of Western
Australia Ltd (“Bankwest”), St Andrew’s Australia Pty Ltd

(“St Andrew’s”) and HBOS Australia Group (Services) Pty
Ltd from HBOS plc. While the Bank considers these
acquisitions have the potential to result in substantial cost
synergies, there is no assurance that the Bank will be able
to achieve the business growth opportunities, cost savings
and other benefits it anticipates from these acquisitions.
The assumptions upon which the Bank assessed these
acquisitions, including the anticipated benefits and the
factors it used to determine the consideration, may prove
to be incorrect.

There are also risks associated with the operation of

these businesses in conjunction with the Bank’s existing
operations. This risk exists in respect of the streamlining

of administrative functions, systems and processes for the
Bankwest retail banking business and the risk of integrating
both Bankwest’s business and corporate banking and

St Andrew’s’ insurance and investments businesses with
the Bank. The risk is that these strategies may not be
executed according to plan and that unanticipated
additional costs will be incurred in implementing these
strategies. Unanticipated delays in the streamlining and
integration may also impact the Bank’s assumptions
regarding the benefits it expects to derive from the
acquisitions and the value it expects to add to the acquired
businesses and may delay such benefits and additions of
value. All of these risks may affect the financial position and
performance of the Bank, and the price of its securities,
including PERLS V.

3.2.14 Competition, especially in Australia and

New Zealand

There is substantial competition for the provision of financial
services in the markets in which the Bank operates. The
Bank must compete with both traditional banking groups
and non-bank financial institutions. These market
participants compete vigorously for customer investments
and deposits, and the provision of lending and wealth
management services. These competitive market conditions
may adversely impact on the earnings and assets of

the Bank.

The above summary is not exhaustive and prospective
investors should read this Prospectus in its entirety and
consult their financial adviser or other professional
adviser before deciding whether to apply for PERLS V.
The Bank does not give any assurances or guarantees
of future profitability, payment of distributions, returns
of capital or performance of the Bank or PERLS V.
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the Bank

This Section sets out:

e a description of the Bank’s business
including summary financial information;

¢ the Bank’s capital management strategy
and capital ratios;

¢ pro-forma financial information
demonstrating the effect of the issue of
PERLS V on the Bank; and

¢ information on the credit ratings relevant to
this Offer.
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4.1 Overview

The Bank Group is one of Australia’s leading providers of
integrated financial services including retail, business and
institutional banking, funds management, superannuation,
insurance, investment and broking services. The Bank
Group is listed on the ASX and, as at 20 August 2009,
had a market capitalisation of $68.3 billion.

The Bank Group’s principal areas of activities are:

e Retail Banking Services

Retail Banking Services includes both the manufacturing of
home loan, consumer finance and retail deposit products
and the sales and servicing of all retail bank customers.

In addition business and wealth management products

are distributed through the retail distribution network.

As at 30 June 2009 the Bank had leading market share in
Australia in home loans and retail deposits.

e Business and Private Banking

Business and Private Banking provides specialised banking
services to relationship managed business and Agribusiness
customers, private banking to high net worth individuals and
margin lending and trading through CommSec.

As at 30 June 2009 the Bank had the leading market share
in Australia in the online non advisory stock broking market.

¢ Institutional Banking and Markets

Institutional Banking and Markets offers a range of services
to the Bank’s clients to grow and manage their business,
creating customised solutions based on specific needs,

industry trends and market conditions. The Total Capital
Solutions offering includes debt and capital markets, risk
management and transactional banking to corporate and
institutional clients. This segment also has wholesale
banking operations in London, New York, Singapore,
Hong Kong and Malta.

e Wealth Management

Wealth Management includes the Global Asset
Management, Platform Administration and Life and General
Insurance businesses of the Australian operations. As at
30 June 2009, the Bank owns one of Australia’s leading
retail fund managers and Australia’s largest manager in
terms of total value of funds under management. The Bank
also owns one of Australia’s leading life insurers.

¢ International Financial Services

International Financial Services includes the Banking, Funds
Management and Insurance businesses operating in New
Zealand, Fiji, Indonesia, China, Japan, India and Vietnam
excluding the international business of Institutional Banking
and Markets in New Zealand.

e Bankwest

Bankwest is active in a number of domestic market
segments, with lending diversified between the business,
rural, housing and personal markets, as well as a range of
deposit products.
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4.2 Financial Performance

The Bank Group’s net profit after tax (“statutory basis”) for
the full year ended 30 June 2009 was $4,723 million, a
decrease of 1% on the prior year. Included in the statutory
result are a number of significant non-cash items including
hedging and AIFRS volatility losses of $245 million after tax,
a gain recognised on the acquisition of Bankwest of

$612 million after tax and other non-cash items which
includes losses of $59 million after tax.

The final dividend declared was $1.15 per share, a
reduction of 25% on the prior year, in response to
continued uncertainty in the global and domestic
economies. The total dividend for the year to 30 June 2009
was $2.28 per share, taking the dividend payout ratio on

a statutory basis to 73.1%.

In a challenging market environment and slowing economic
conditions, the Bank Group’s operating performance has
been solid. Drivers of the Bank Group’s financial
performance were:

e Net interest income growth, reflecting solid lending and
deposit growth and an improvement in net interest
margins;

e Other banking income growth as a result of strong
trading income, early repayment fees received from
customers exiting fixed rate loans, and higher
commissions and lending fees;

e Funds management income decline, due to the adverse
impact of the investment market downturn on funds
under administration and timing of asset sales;

® [nsurance income growth, following an increase in
average inforce premiums; and

e Operating expense growth on a cash basis excluding
Bankwest of 4% on the prior year (from $7,021 million
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Half-year ended

Note:

Source: The Bank Full Year Profit Announcements (12 August 2009 and
13 August 2008)

1 Profit after tax “cash basis” is derived from profit after tax “statutory basis” after making the following adjustments:

Half-year ended Full-year ended

Half-year Profit reconciliation A$ million 30/06/2008 31/12/2008 30/06/2009 30/06/2008 30/06/2009
Net profit after tax “statutory basis” 2,420 2,573 2,150 4,791 4,723
Hedging and AIFRS volatility 45 8 237 42 245
Gain on acquisition of controlled entities - (547) (65) - 612)
Merger related amortisation - (80) - (80)
Bankwest integration expenses - - 78 - 78
Defined benefit superannuation expense (13) 13 ) (©)] 10
Treasury shares valuation adjustments (73) (34) 62 (60) 28
One-off expenses - - 23 - 23
Gain on Visa Initial Public Offering (295) - - (295) -
Investment and restructuring 264 - 264 -
Net profit after tax “cash basis” 2,348 2,013 2,402 4,733 4,415
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Dividend Dividend
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Net interest income == Other income

Source: The Bank Full Year Profit Announcements (12 August 2009 and
13 August 2008)

Notes:

Source: The Bank Full Year Profit Announcements (12 August 2009 and
13 August 2008)

1 Represents dividend payout ratio based on a cash basis net profit after tax (see note 1 on page 47) and dividends of $1,747 million, $1,662 million and
$2,029 million for the half years ending 30 June 2009, 31 December 2008 and 30 June 2008 respectively.
2 The June 2009 half year excludes Bankwest net interest income of $706 million (30 June 2008 and 31 December 2008 half year $nil).

to $7,282 million), reflecting the Bank Group’s continued
disciplined approach to expense management. On a
statutory basis, adjustments to cash basis expenses
included Bankwest statutory operating expenses of
$597 million and other non-cash items of $67 million
($377 million expense for the year ended 30 June 2008)
resulting in growth of 7%.

Offsetting this solid operating performance was a significant
increase in impairment expense on the prior year to

$3,048 million on a statutory basis. This outcome reflects
higher retail and corporate provisioning, increased
management overlay and additional provisions taken to
cover a small number of single name corporate exposures
in the first half. The increase in impairment reflects both the
cyclical deterioration in portfolio quality and the Bank’s
conservative approach to provisioning.

Further detail is provided in the consolidated financial report
of the Bank and its controlled entities for the year ended

30 June 2009 (Financial Report), which was lodged (with
accompanying letters) with ASIC and ASX on 28 August
2009. The Financial Report comprising pages 1 — 135 of
the document headed “Financial Report” lodged with ASIC
and ASX on 28 August 2009 is incorporated by reference
in this Prospectus.

A copy of the Financial Report can be obtained free of
charge during the Offer Period by calling the PERLS V
Information Line on 1800 022 440 (Monday to Friday
8.30am — 7.30pm, Sydney Time).

4.3 Capital Management Strategy

The Bank Group actively manages its capital to balance the
requirements of various stakeholders (regulators, rating
agencies, depositors and shareholders). This is achieved by
optimising the mix of capital while maintaining adequate
capital ratios throughout the financial year.

The issue of PERLS V will increase the Bank Group’s Tier 1
Capital ratio providing the Bank with increased flexibility and
a greater capital buffer above the Bank Group’s regulatory
capital requirements.

If the Bank issues more or less PERLS V, the Bank Group
will not be significantly affected as PERLS V are only one
avenue for raising capital as part of its active capital
management strategy.

The Bank will continue to investigate a range of capital
management initiatives as part of its strategy to maximise
value for shareholders.
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4.4 Capital Ratios

The Bank Group maintains a strong capital position. As at
30 June 2009, the Bank Group’s Tier 1 Capital Ratio was
8.07% and Total Capital Ratio was 10.42%.

The Bank Group’s capital ratios throughout the 2009
financial year were in compliance with both APRA minimum
capital adequacy requirements and the Board approved
target ranges. The Bank Group’s Tier 1 target range was
amended by the Board in February 2009 to above 7.0%
(previously 6.5% to 7.0%).

Risk Weighted Assets were $289 billion at 30 June 2009,
and include $43 billion associated with Bankwest. Excluding
Bankwest, this represents a $40 billion or 19% increase
from the 30 June 2008 level of $206 billion.

Risk-Weighted Pro-forma

Capital Ratios (%) 30/06/09" 30/06/09 30/06/08
Tier 1 Capital Ratio 8.47 8.07 8.17
Tier 2 2.45 2.35 3.41
Total Capital Ratio 10.93 10.42 11.58

Note:

1 Pro-forma Capital Ratios as at 30 June 2009 assume the issue of
$1,500 million of PERLS V net of $36 million of issue expenses. An amount
of more or less than $1,500 million of PERLS V may be raised.

4.5 Acquisition of Bankwest

The Bank acquired 100% of the share capital of Bank of
Western Australia Ltd (“Bankwest”) on 19 December 2008,
providing the opportunity to expand the Bank’s business
in the Western Australian and East Coast markets. Since
acquisition, Bankwest has continued to expand its
customer base, and contributed $113 million to cash

net profit after tax.

The integration of Bankwest into the Bank is progressing.
The initial phase is focused on aligning the operations of
Bankwest and the Bank across the country, and
consolidating systems and processes for efficiency. During
the half-year to 30 June 2009, several key integration
milestones have been achieved, including:

* 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
in Australia, without paying any additional fees;

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

e Commenced restructuring activities;

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

e Established initial technology links; and

e Delivered a directional target operating model for
Bankwest.

Total integration expenditure for the initial phase is
anticipated to be $313 million. Anticipated synergies have
increased from an annualised run rate (by 2012) of

$220 million to $250 million.
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4.6 Pro-forma Financial Information

Actual
Note  30/06/09
($m)
Assets
Cash and liquid assets 2 11,340
Receivables due from other
financial institutions 14,421
Assets at fair value through
Income Statement:
Trading 25,401
Insurance 17,260
Other 1,677
Derivative assets 26,358
Available-for-sale investments 21,504
Loans, advances and other
receivables 466,631
Bank acceptances of
customers 14,728
Property, plant and
equipment 2,472
Investment in associates 1,047
Intangible assets 9,245
Deferred tax assets 1,653
Other assets 6,070
619,807
Assets held for sale 565
Total assets 620,372

Pro-forma’

($m)

11,564

14,421

25,401
17,260

1,677
26,358
21,504

466,631
14,728

2,472
1,047
9,245
1,653
6,070
620,031
565
620,596

Actual
Note  30/06/09 Pro-forma’
($m) ($m)
Liabilities
Deposits and other public
borrowings 368,721 368,721
Payables due to other
financial institutions 15,109 15,109
Liabilities at fair value through
Income Statement 16,596 16,596
Derivative liabilities 32,134 32,134
Bank acceptances 14,728 14,728
Current tax liabilities 883 883
Deferred tax liabilities 168 168
Other provisions 1,243 1,243
Insurance policy liabilities 16,056 16,056
Debt issues 101,819 101,819
Managed funds units on issue 914 914
Bills payable and other liabilities 8,520 8,520
576,891 576,891

Loan capital 3 12,039 13,503
Total liabilities 588,930 590,394
Net assets 31,442 30,202

Shareholders’ Equity
Share capital:

Ordinary share capital 4 21,642 22,149
Other equity instruments 939 939
Reserves 516 516
Retained profits 5 7,825 6,078

Shareholders’ equity
attributable to Equity

holders of the Bank 30,922 29,682
Minority interests:

Controlled entities 520 520
Total Shareholders’ equity 31,442 30,202
Notes:

1 The pro-forma as at 30 June 2009 includes the impact of the final dividend
declared of $1,747 million to be paid on 1 October 2009, as adjusted for
estimated Ordinary Shares to be issued under the Bank’s Dividend
Reinvestment Plan of $507 million, and assumes the issue of $1,500 million
of PERLS V net of $36 million of issue expenses. An amount of more or less
than $1,500 million of PERLS V may be raised.

2 Decrease in cash and liquid assets relates to the $1,747 million cash
disbursement for the final dividend net of the estimated funds to be
received through the dividend reinvestment plan of $507 million and
assumes the issue of $1.500 million of PERLS V net of $36 million of
issue expenses.

3 Assumes the issue of $1,500 million of PERLS V net of $36 million of
issue expenses.

4 Increase in ordinary share capital relates to the estimated issue of Bank
Ordinary Shares of $507 million under the Bank’s Dividend Reinvestment
Plan for the final dividend.

5 The decrease in retained profits relates to $1,747 million dividend to be
paid on 1 October 2009.
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4.7 Credit Ratings

The Bank has been rated by Standard & Poor’s and
Moody’s and PERLS V has been given a prospective issue
credit rating by Standard & Poor’s. At the time of lodgement
of this Prospectus, the ratings are as follows:

Standard & Poor’s credit rating:
Commonwealth Bank
— Long-term senior debt rating’

PERLS V
— Issue credit rating A+

AA (stable outlook)

Moody’s credit rating:
Commonwealth Bank

— Long-term senior debt rating? Aal (negative outlook)

Notes:

1 Standard & Poor’s long-term senior debt rating is a current opinion of an
obligor’s overall financial capacity (its creditworthiness) to pay its financial
obligations.

2 Moody'’s long-term senior debt rating is an opinion of the ability of an issuer
to honour senior unsecured financial obligations.

An issue credit rating is a current opinion of the
creditworthiness of an obligor with respect to specific
financial obligations, a specific class of financial obligations
or a specific financial program. The PERLS V issue credit
rating set out above is the prospective issue credit rating
that Standard & Poor’s have indicated will be assigned to
PERLS V on issue, subject to no material changes occurring
to the transaction structure or documentation.

According to Standard & Poor’s:

e along-term senior debt rating of “AA” describes an
obligor that has a very strong capacity to meet its
financial commitments. It differs from the highest rated
obligors in only a small degree. The outlook applied to
the Bank’s long-term senior debt rating is “Outlook
Stable” which indicates that the rating is not likely to
change; and

e anissue credit rating of “A+” describes an issue that is
somewhat more susceptible to the adverse effect of
changes in circumstances and economic conditions
than obligations in higher rated categories. However, the
obligor’s capacity to meet its financial commitment on
the obligation is still strong.

According to Moody’s, obligations rated “Aal” are judged to
be of high quality and are subject to very low credit risk.
Within the Moody’s generic “Aa” rating classification, “Aat”
indicates that the obligation ranks in the higher end of its
generic “Aa” rating category.

On 2 March 2009, Moody’s revised the outlook for the bank
financial strength rating and the Bank’s senior debt rating
from stable to negative. Moody’s stated that the negative
outlook reflected the potential for the deepening global
economic downturn to have a protracted impact on the
banks’ asset quality and earnings. Moody’s also noted

that there were a number of factors that were likely to
support the ratings of the major banks in Australia at
relatively high levels.

Credit ratings are subject to revision or withdrawal at any
time. As at the date of this Prospectus, an issue credit
rating has only been sought from Standard & Poor’s. Refer
to Section 3.1.14 “Credit ratings may change”.
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Taxation Information

If you are considering applying for PERLS V, it
is important that you understand the taxation
consequences of investing in PERLS V.

You should read the information set out in this
Section before deciding whether to invest and
discuss the taxation consequences with your
tax adviser.
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Greenwoods
& Freehills

The Directors

Commonwealth Bank of Australia

Level 7

48 Martin Place

SYDNEY NSW 2000 28 August 2009

Dear Sirs

Commonwealth Bank of Australia
Perpetual Exchangeable Resaleable Listed Securities (“PERLS V”)
Australian taxation consequences for Holders

We have been instructed to prepare a tax summary for inclusion in the Prospectus for the issue of PERLS V, each of which will
be comprised of one Preference Share issued by the Commonwealth Bank of Australia (Bank) stapled to one Note issued by
the Bank through its New Zealand branch.

This letter provides a summary of the key Australian income tax, capital gains tax (CGT) and goods and services tax (GST)
implications arising from the acquisition, holding and disposal of PERLS V by Australian resident individuals, companies and
complyi