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1 Introduction

The Commonwealth Bank of Australia (the Group) is an
Authorised Deposit-taking Institution (ADI) regulated by the
Australian Prudential Regulation Authority (APRA) under the
authority of the Banking Act 1959.

This document is prepared in accordance with Board
approved policy and APRA’s prudential standard APS 330
“Public Disclosure”. It presents information on the Group’s
capital adequacy and Risk Weighted Asset (RWA)
calculations for credit risk including securitisation, market risk,
Interest Rate Risk in the Banking Book (IRRBB) and
operational risk.

This document also presents information on the Group’s
leverage and liquidity ratios and countercyclical capital buffer
(CCyB) in accordance with prescribed methodologies.

The Group is required to report its assessment of capital
adequacy on a Level 2 basis. Level 2 is defined as the
consolidated banking group excluding the insurance and
funds management businesses and entities through which
securitisation of Group assets is conducted.

The Group is predominantly accredited to use the Advanced
Internal Ratings Based (AIRB) approach for credit risk and
Advanced Measurement Approach (AMA) for operational risk.
The Group is also required to assess its traded market risk
and IRRBB requirements under Pillar 1 of the Basel capital
framework.

This document is unaudited, however, it has been prepared
consistent with information that is subject to review by an
external auditor and published elsewhere or has been
supplied to APRA. PwC have provided recommendations to
enhance the internal controls related to the calculation of
RWAs and the Group has an action plan in place to
implement these recommendations.

The Pillar 3 document is available on the Group’s corporate
website:

Commbank.com.au/regulatorydisclosures

The Group in Review

As at 31 December 2019, the Group’s Basel Il Common
Equity Tier 1 (CET1), Tier 1 and Total Capital ratios as
measured on an APRA basis were 11.7%, 14.1% and 17.4%
respectively. The Basel Il CET1 ratio was 17.5% on an
internationally comparable basis as at 31 December 2019.

The Group’s Leverage Ratio, which is defined as Tier 1
Capital as a percentage of total exposures was 6.1% at
31 December 2019 on an APRA basis and 7.0% on an
internationally comparable basis.

The Liquidity Coverage Ratio (LCR) requires Australian ADIs
to hold sufficient liquid assets to meet 30 day net cash
outflows projected under an APRA-prescribed stress
scenario. The Group maintained an average LCR of 134% in
the December 2019 quarter.

On 1 January 2018, APRA introduced a Net Stable Funding
Ratio (NSFR) requirement designed to encourage stable
funding of core assets. APRA prescribed factors are used to
determine the stable funding requirement of assets and the
stability of alternative sources of funding. The Group’s NSFR
was 113% at 31 December 2019 quarter.

The Group regularly benchmarks and aligns its policy
framework against existing prudential and regulatory
standards. Potential developments in Australian and
international standards, and global best practice, are also
considered.

The Group continues to monitor and take actions to enhance
and strengthen its risk culture. This includes a risk appetite
framework and a risk accountability (Three Lines of
Accountability) model. The Group has a formal Risk Appetite
Framework that creates clear obligations and transparency
over risk management and strategy decisions. The Three
Lines of Accountability model requires business management
to operate responsibly by taking well understood and
managed risks that are appropriately and adequately priced.
The application of the Framework has been reflected in the
Group’s overall asset quality and capital position. In
particular, the Group remains in a small group of banking
institutions with an AA-/Aa3 credit rating. To maintain this
strength, the Group continues to invest in its risk systems and
management processes.

The Group’s capital forecasting process and capital plans are
in place to ensure a sufficient capital buffer above minimum
levels is maintained at all times. The Group manages its
capital by regularly and simultaneously considering regulatory
capital requirements, rating agency views on the capital
required to maintain the Group’s credit rating, the market
response to capital levels, stress testing and the Group’s
bottom-up view of economic capital. These views then
cascade into considerations on what capital level is targeted.

The Group’s management of its capital adequacy is supported
by robust capital management processes applied in each
Business Unit (BU). The results are integrated into the Group’s
risk-adjusted performance and pricing processes.

31 Dec 19 30 Jun 19 31 Dec 18
Summary Group Capital Adequacy Ratios (Level 2) % % %
Common Equity Tier 1 11.7 10.7 10.8
Tier 1 14. 1 12.7 12.9
Tier 2 3.3 2.8 2.9
Total Capital (APRA) 17.4 15.5 15.8
Common Equity Tier 1 (Internationally Comparable) @ 17.5 16.2 16.5

(1) Analysis aligns with the 13 July 2015 APRA study titled “International capital comparison study”.

2 Commonwealth Bank of Australia — Pillar 3 Report



2 Scope of Application

This document has been prepared in accordance with Board
approved policy and reporting requirements set out in
APS 330 “Public Disclosure” (APS330).

APRA adopts a tiered approach to the measurement of an
ADI’s capital adequacy:
Level 1. the Parent Bank (Commonwealth Bank of
Australia) and offshore branches (the Bank) and APRA
approved Extended Licensed Entities (ELE);
Level 2: the Consolidated Banking Group excluding the
insurance and funds management businesses and the
entities through which securitisation of Group assets is
conducted; and

Level 3: the conglomerate group including the Group’s
insurance and funds management businesses (the
Group).

The Group is required to report its assessment of capital
adequacy on a Level 2 basis. The head of the Level 2 Group
is the Parent Bank (Commonwealth Bank of Australia).
Additional disclosure of capital ratios relating to material ADIs
within the Group together with CBA’s own Level 1 capital
ratios are included under APS 330 Table 6g of this report
(page 6).

ASB Bank Limited (ASB) operates under Advanced Basel Il
status and is subject to regulation by the Reserve Bank of
New Zealand (RBNZ). The RBNZ applies a similar
methodology to APRA in calculating regulatory capital
requirements.

APS 330 reporting structure

CommBank Europe Ltd (CBE) and PT Bank Commonwealth
(PTBC) use Standardised Basel Ill methodology.

On 1 November 2019, the Group entered into a Joint
Cooperation agreement (JCA) with AIA Group Limited (AIA) in
respect of its Australian life insurance operation, which
includes Colonial Mutual Life Assurance Society Limited
(CMLA) and certain affiliated companies. Under the JCA,
control over Comminsure Life together with all associated
economic interests (excluding BoCommLife) transferred to
AlA. As a result, Comminsure Life was deconsolidated on 1
November 2019.

Restrictions on transfer of funds or regulatory capital
within the Group

The transfer of regulatory capital and funding within the
Group is subject to restrictions imposed by local regulatory
requirements. In particular, APS 222 “Associations with
Related Entities” (APS 222) establishes prudential limits on
the level of exposure that the Bank may have to a related
entity.

The Bank and all of the subsidiaries of the Group are
adequately capitalised. There are no restrictions or other
major impediments on the transfer of funds within the Group.
There are no capital deficiencies in non-consolidated
(regulatory) subsidiaries in the Group.
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Insurance and funds management operating subsidiaries. A detailed list of non-consolidated entities is provided in Appendix 11.5.
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3 Capital
Capital Adequacy

The Basel Committee on Banking Supervision (BCBS) has
implemented a set of capital, liquidity and funding reforms
known as “Basel IlI”. The objectives of the reforms are to
increase the quality, consistency and transparency of capital,
to enhance the risk coverage framework, and to reduce
systemic and pro-cyclical risk. The major reforms including
the application of the capital conservation buffer, were
implemented on a phased approach up to 1 January 2019.
The capital reforms were implemented in Australia from 1
January 2013. APRA has adopted a more conservative
approach than the minimum standards published by the
BCBS and also adopted an accelerated timetable for
implementation.

The APRA prudential standards require a minimum CET1
ratio of 4.5% effective from 1 January 2013. An additional
CET1 capital conservation buffer of 3.5%, inclusive of a
Domestic Systemically Important Bank (DSIB) requirement of
1.0% and a countercyclical capital buffer (CCyB)® of
0% (effective from 1 January 2016), bringing the CET1
requirement to at least 8.0%.

The Group has a range of instruments and methodologies
available to effectively manage capital. These include share
issues and buybacks, dividend and Dividend Reinvestment
Plan (DRP) policies, hybrid capital raising and dated and
undated subordinated debt issues. All major capital related
initiatives require approval by the Board.

The Group’s capital position and forecast is monitored on a
continuous basis and reported monthly to the Executive
Leadership Team of the Group and at regular intervals
throughout the year to the Risk Committee. A detailed capital
and strategic plan is presented to the Board annually.

Capital Position

The Bank's CET1 rato (APRA) was 11.7% as at
31 December 2019, an increase of 100 basis points on
30 June 2019 and 90 basis points on 31 December 2018.

The increase of 100 basis points for the half year ended 31
December 2019 was driven by capital generated from earnings
(+100 basis points), the completion of the divestment of
CFSGAM and implementation of the Comminsure Life JCA with
AlA (+83 basis points), a reduction in underlying RWA’s (+27
basis points), and the removal of the General Reserve for Credit
Losses (GRCL) regulatory adjustment (+10 basis points). This
was partly offset by the 2019 final dividend (-90 basis points),
the impact of regulatory changes from SA-CCR and AASB 16
(Leases) (-23 basis points), and the strategic investment in
Klarna (-10 basis poaints).

The CET1 ratio was consistently well in excess of regulatory
minimum capital adequacy requirements at all times throughout
the half year ended 31 December 2019.

(1) In December 2019, APRA announced that the CCyB for Australian
exposures will remain at 0%. The Bank has limited exposures to those
offshore jurisdictions in which a CCyB in excess of 0% has been imposed.
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Capital Initiatives

The following significant capital initiatives were undertaken
during the half year ended 31 December 2019:

The Dividend Reinvestment Plan (DRP) in respect of the
2019 final dividend was satisfied in full by the on-market
purchase of shares. The participation rate for the final
DRP was 15.0%.

In November 2019, the Bank issued $1.65 billion of
CommBank PERLS XIl Capital Notes (PERLS XIlI) that
are Basel Ill compliant Additional Tier 1 capital.

In  September 2019, the Bank issued two
USD 1.25 billion subordinated notes and an
AUD 100 million subordinated note that were all Basel Ill
compliant Tier 2 capital.

Regulatory Changes
Unquestionably strong capital ratios

In July 2017, APRA released an information paper
establishing the quantum of additional capital required for the
Australian banking sector to have capital ratios that are
unquestionably strong.

APRA’s expectation is that the Australian major banks will
operate for the majority of the year with a CET1 ratio of
10.5% or more by 1 January 2020. As at 31 December 2019,
the Group’s CET1 ratio was 11.7%, and was above the
10.5% benchmark for the majority of the 2019 calendar year.

In calendar years 2018 and 2019, APRA issued a number of
consultation documents to propose revisions to the overall
design of the capital framework. APRA has advised that the
proposed changes to the capital framework have been
accommodated within the 10.5% CET1 target set by APRA in
July 2017.



APRA

In February 2018 APRA released “Discussion paper —
Revisions to the capital framework for authorised deposit-
taking institutions” in response to the Basel Committee on
Banking Supervision’s (BCBS) release of “Basel lll: Finalising
post-crisis reforms” in December 2017. APRA’s proposals
include:

Increased capital requirements for investment and

interest only home loan exposures, and amendment to

the correlation factor to dampen procyclicality of risk

weights;

Higher correlation factors to apply in the Other Retail

asset class (including credit cards);

Large corporate and financial institutions will be subject

to the Foundation Internal Ratings based approach;

Mandated Loss Given Default (LGD) and Exposure At
Default (EAD) estimates for certain non-retail portfolios;

Replacing the Operational Risk Advanced Measurement
Approach with a single risk sensitive standardised
approach for all banks; and

Implementation of a 72.5% output floor on the amount of

total RWA (without transitional phasing).
In August 2018, APRA released “Discussion paper -
Improving the transparency, comparability and flexibility of the
ADI capital framework”. The focus of the proposal is
presentation of capital ratios to increase international
comparability, transparency and flexibility of the capital
framework without altering the quantum and risk sensitivity of
capital ratios.
In June 2019, APRA released draft prudential standards on
the standardised approach to measuring Credit Risk and
Operational Risk Weighted Assets. In addition, APRA is
proposing a simpler method for calculating capital
requirements for residential mortgages measured under the
Internal Ratings Based (IRB) approach.
In July 2019, APRA released its response to the submissions
for the November 2018 “Discussion Paper — Increasing the
loss-absorbing capacity of ADIs to support orderly resolution”.
APRA confirmed that the Australian loss-absorbing capacity
(LAC) regime will be established under the existing capital
framework. For domestically systemically important banks (D-
SIBs), such as CBA, APRA will require an additional Total
Capital requirement of 3% of RWA, effective from 1 January
2024. APRA further noted that its long term target of 4% to
5% of LAC remains unchanged and will consider feasible
alternative methods for raising the additional 1% to 2% over
the next four years, in consultation with industry and other
stakeholders.
In September 2019, APRA released draft prudential
standards on the measurement of IRRBB. APRA is proposing
to standardise aspects of the internal modelling approach,
remove the basis risk add-on and extend risk management
requirements to all ADls.

In October 2019, APRA released a consultation paper on
APS111 Capital Adequacy Measurement of Capital prudential
standard. The consultation paper outlines, among others,
APRA’s proposal to change its existing approach on equity
exposures to banking and insurance subsidiaries of ADIs.
APRA has proposed that each individual equity exposure will
be risk-weighted at 250% up to 10% of the ADI’s Level 1
CET1 capital, with any excess above that threshold to be
deducted from CET1 capital.

APRA intends to implement the Operational risk and APS111
reforms on 1 January 2021. All other capital framework
reforms will be implemented on 1 January 2022.

Basel Committee on Banking Supervision (BCBS)

In January 2019, the BCBS released “Minimum capital
requirements for market risk” which finalised changes to the
identification and measurement of market risk under both the
standardised approach and the internal model approach.
APRA is expected to consult on these changes in 2020, with
a view to implement in 2023.

Reserve Bank of New Zealand (RBNZ)

In December 2019, the RBNZ has confirmed that the RWA of
internal ratings based banks, such as ASB, will increase to
approximately 90% of that required under a standardised
approach. In addition, for those banks deemed systemically
important, including ASB, the Tier 1 capital requirement will
increase to 16% of RWA, of which 13.5% must be in the form
of CET1 capital. Tier 2 capital will remain in the framework,
and can contribute up to 2% of the 18% minimum Total
capital ratio. Existing Additional Tier 1 and Tier 2 contingent
instruments issued by New Zealand banks will no longer be
eligible under RBNZ’s new capital criteria and will be phased
out over the transition period of 7 years, starting from 1 July
2020.

Other Reforms

In August 2019, APRA released the final APS222:
Associations with Related Entities prudential standard. The
revised standard is intended to strengthen the ability of ADI's
to monitor, limit and control risk arising from transactions and
other associations with related entities. Key changes include
the revision to the limit for exposure for ADIs from 50% of
Total Capital to 25% of Tier 1 capital. These new
requirements will be in place from 1 January 2021.

Commonwealth Bank of Australia — Pillar 3 Report 5



Group Regulatory Capital Position

31 Dec 19 30 Jun 19 31 Dec 18
Summary Group Capital Adequacy Ratios (Level 2) % % %
Common Equity Tier 1 11.7 10.7 10.8
Tier 1 14.1 12.7 12.9
Tier 2 3.3 2.8 2.9
Total Capital (APRA) 17.4 15.5 15.8
Common Equity Tier 1 (Internationally Comparable) 17.5 16. 2 16. 5
(1) Analysis aligns with the 13 July 2015 APRA study titled “International capital comparison study”.
APRA APRA APRA
31 Dec 19 30 Jun 19 31 Dec 18
$M $M $M
Ordinary Share Capital and Treasury Shares ) 38,180 38,214 38,283
Reserves 1,903 3,144 2,124
Retained earnings 30,808 28,045 27,525
Non-controlling interests - - -
Common Equity Tier 1 Capital before regulatory adjustments 70,891 69,403 67,932
Common Equity Tier 1 regulatory adjustments (18,511) (21,036) (19,906)
Common Equity Tier 1 Capital 52,380 48,367 48,026
Additional Tier 1 Capital 10,838 8,988 9,492
Tier 1 Capital 63,218 57,355 57,518
Tier 2 Capital 14,735 12,750 12,932
Total Capital 77,953 70,105 70,450
(1) At 31 December 2019 inclusive of Treasury shares associated with employee share scheme trusts ($54 million).
Further details on the composition of the Group’s capital is detailed in Appendix 11.1.
APS 330 Table 6g — Capital Ratios — Level 1 and Major Subsidiaries
31 Dec 19 30 Jun 19 31 Dec 18
Significant Group ADIs % % %
CBA Level 1 CET1 Capital ratio 12.1 11.2 11.3
CBA Level 1 Tier 1 Capital ratio 14. 6 13.1 13.3
CBA Level 1 Total Capital ratio 18.0 16.1 16.3
ASB CET1 Capital ratio 11.7 11. 4 11.5
ASB Tier 1 Capital ratio 13.5 13.2 13.3
ASB Total Capital ratio 14. 2 14.0 14.8
31 Dec 19 30 Jun 19 31 Dec 18
CBA Level 1 $M $M $M
Common Equity Tier 1 Capital 52,629 47,398 47,050
Tier 1 Capital 63,467 55,430 55,086
Tier 2 Capital 14,507 12,507 12,408
Total Capital 77,974 67,937 67,494
Risk Weighted Assets 433,275 422,354 415,277
31 Dec 19 30 Jun 19 31 Dec 18
ASB Level 1 NZS$M NZ$M NZS$M
Common Equity Tier 1 Capital 6,651 6,404 6,315
Tier 1 Capital 7,651 7,404 7,315
Tier 2 Capital 429 430 829
Total Capital 8,080 7,834 8,144
Risk Weighted Assets 56,784 56,073 54,867
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Regulatory Capital Framework Comparison

The APRA Basel Il capital requirements are more
conservative than those of the BCBS, leading to lower
reported capital ratios.

In July 2015, APRA published a study on the calculation of
internationally comparable capital by Australian banks entitled
“International capital comparison study” (APRA study). As at
31 December 2019, the Group’s internationally comparable

CET1, Tier 1 and Total Capital ratios were 17.5%, 20.5% and
24.6% respectively. The basis of this analysis aligns with the
APRA study.

The following table provides details on the differences, as at
31 December 2019, between the APRA Basel Il capital
requirements and the internationally comparable capital
ratios.

Total
APRA Study CET1  Tier1  capital
Item Reference Description of adjustment % % %
Basel lll (APRA) 1.7 14.1 17. 4
Equity investments Appendix 1 Balances below prescribed threshold are risk weighted, compared 10 0.9 0.8
ltems 1, 2, 4 to a 100% CET1 deduction under APRA’s requirements. ' ’ ’
Capitalised expenses Appendix 1 Balances are risk weighted, compared to a 100% CET1 deduction
\ ) 0.1 0.1 0.1
Item 5 under APRA's requirements.
Deferred tax assets Appendix 1 Balances below prescribed threshold are risk weighted, compared 0.4 0.3 0.3
Item 3 to a 100% CET1 deduction under APRA’s requirements. ’ ’ ’
IRRBB RWA 3.3.2 APRA requires capital to be held for IRRBB. The BCBS does not 0.2 0.3 0.4
have any capital requirement. ' ’ ’
Residential mortgages 3.3.1 LGD of 15%, compared to the 20% LGD floor under APRA’s
requirements and adjustments for higher correlation factor applied 2.3 2.8 3.3
by APRA for Australian residential mortgages.
Other retail standardised 3.3.6 Risk weighting of 75%, rather than 100% under APRA’s 0.1 0.1 01
exposures requirements. ' ’ ’
Unsecured non-retail 3.3.3 LGD of 45%, compared to the 60% or higher LGD under APRA’s 0.4 0.5 0.6
exposures requirements. ’ ’ ’
Non-retail undrawn 3.34 Credit conversion factor of 75%, compared to 100% under APRA’s 0.4 0.4 0.5
commitments requirements. ’ ’ ’
Specialised lending 3.35 Use of AIRB PDs and LGDs for income producing real estate and
project finance exposures, reduced by application of a scaling
factor of 1.06. APRA applies higher risk weights under a 0.8 0.9 1.1
supervisory slotting approach, but does not require the application
of the scaling factor.
Currency conversion 3.3.7 Increase in the A$ equivalent concessional threshold level for small
business retail and small/medium enterprise corporate exposures. 0.1 0.1 0.1
Subtotal @ 17.5 20.5 24.7
Basel Ill non-compliant Removal of Basel lll non compliant Tier 1 and Tier 2 instruments ) . 0.1
instruments that are currently subject to transitional rules. ©.1)
Basel Il (Internationally Comparable - aligns with APRA study) 17.5 20.5 24.6

(1) Represents ratios prior to adjustments made for non-compliant Basel Il Tier 1 and Tier 2 Capital Instruments. This value is used in determining the Leverage Ratio

(Internationally Comparable) as determined on page 8.

The above calculations do not include the impact of a Basel |
capital floor, which was introduced as a transitional measure
as part of the implementation of Basel Il. The Australian
banks have now fully implemented the existing Basel llI
requirements and, therefore, it is difficult to calculate the

impact of such a floor. APRA concluded in the APRA study
that it is difficult to make adjustments for the floor in
internationally comparable calculations at this time but the
inclusion of a floor could reduce internationally comparable
ratios by a material amount.
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4 Leverage Ratio

The Group’s Leverage Ratio, defined as Tier 1 Capital as a
percentage of total exposures, was 6.1% at
31 December 2019 on an APRA basis and 7.0% on an
internationally comparable basis.

In November 2018, APRA released draft prudential and
reporting standards, including changes to the definition of
exposures related to derivatives and off Balance Sheet items
and advocating a minimum Leverage Ratio requirement of
3.5% for IRB banks, applicable from 1 January 2022.

30 Sep 19 30 Jun 19 31 Mar 19 31 Dec 18

Summary Group Leverage Ratio ® 31 Dec 19

Tier 1 Capital ($M) 63,218 57,941 57,355 55,381 57,518
Total Exposures ($M) @ 1,040,423 1,051,716 1,023,181 1,023,593 1,026,240
Leverage Ratio (APRA) (%) 6.1 5.5 5.6 5.4 5.6
Leverage Ratio (Internationally Comparable) (%) © 7.0 6. 4 6.5 6.2 6.4

(1) Refer to Appendix 11.2 for further details on the composition of the Leverage Ratio.
Total exposures is the sum of on Balance Sheet exposures, derivatives, Securities Financing Transactions (SFTs), and off Balance Sheet exposures, net of any Tier 1

@)
regulatory deductions, as outlined in APS 110 “Capital Adequacy”.
(3) The Tier 1 Capital included in the calculation of the Internationally Comparable Leverage Ratio aligns with the 13 July 2015 APRA study titled “International capital

comparison study”, and includes Basel Ill non-compliant Tier 1 instruments that are currently subject to transitional rules.

8 Commonwealth Bank of Australia — Pillar 3 Report



5 Risk Weighted Assets
Risk Weighted Assets are calculated using the AIRB 120) prohibits the Group from using the ratings-based

approach for the majority of the Group’s credit risk exposures. approach. The ratings-based approach is wused for
Internal assessment and Supervisory formula approaches are securitisation exposures rated by External Credit Assessment
used where relevant for non-rated securitisation exposures Institutions (ECAI) where APS 120 allows or requires.

and for rated exposures where APS 120 “Securitisation” (APS

APS 330 Table 6b to 6f — Basel Ill Capital Requirements (RWA)

Risk Weighted Assets Change in RWA for
31 Dec 19 30 Jun 19 31 Dec 18 December 2019 half
Asset Category $m $M $m $m %
Credit Risk
Subject to AIRB approach @
Corporate 67,236 64,683 68,915 2,553 3.9
SME corporate 31,560 30,478 30,121 1,082 3.6
SME retail 5,976 6,896 5,400 (920) (13.3)
SME retail secured by residential mortgage 3,314 3,335 3,415 (21) (0.6)
Sovereign 1,682 2,456 2,330 (774) (31.5)
Bank 7,964 9,451 9,741 (1,487) (15.7)
Residential mortgage 147,865 147,956 143,017 91) 0.1)
Qualifying revolving retail 7,802 8,486 8,942 (684) (8.1)
Other retail 13,490 13,990 15,729 (500) (3.6)
Total RWA subject to AIRB approach 286,889 287,731 287,610 (842) 0.3)
Specialised lending 56,024 53,796 53,453 2,228 4.1
Subject to standardised approach
Corporate 1,309 1,590 1,406 (281) a7.7)
SME corporate 756 822 1,034 (66) (8.0)
SME retail 4,586 4,628 5,010 (42) (0.9)
Sovereign 218 233 222 (15) 6. 4)
Bank 66 66 53 - -
Residential mortgage 6,478 6,732 6,632 (254) (3.8)
Other retail 1,225 1,256 1,493 (31) (2.5)
Other assets 9,752 8,854 5,674 898 10.1
Total RWA subject to standardised approach 24,390 24,181 21,524 209 0.9
Securitisation 3,191 2,905 3,049 286 9.8
Credit valuation adjustment 4,358 2,932 2,729 1,426 48. 6
Central counterparties 365 1,029 991 (664) (64. 5)
Total RWA for credit risk exposures 375,217 372,574 369,356 2,643 0.7
Traded market risk 5,428 10,485 5,263 (5,057) (48.2)
Interest rate risk in the banking book 8,998 9,898 13,872 (900) 9.1)
Operational risk 59,511 59,805 56,653 (294) (0.5)
Total risk weighted assets 449,154 452,762 445,144 (3,608) (0. 8)
(1) Pursuant to APRA requirements, RWA amounts derived from AIRB risk weight functions have been multiplied by a scaling factor of 1.06.
Commonwealth Bank of Australia — Pillar 3 Report 9



Risk Weighted Assets

Total Group RWA decreased by $3.6 billion or 1% on the
prior half due to lower Traded Market Risk, Interest Rate Risk
in the Banking Book and Operational Risk RWA; partly offset
by higher Credit Risk RWA.

Credit risk RWA increased by $2.6 billion or 0.7% on the prior
half, driven by:

Volume reductions mostly in non-retail and standardised
portfolios, consumer credit cards and personal loans,
partly offset by volume growth predominantly in
residential mortgages and specialised lending portfolios
(decreased by $2.5 billion);

Foreign currency movements (increased by $0.4 billion);
The implementation of SA-CCR and AASB 16 (Leases)
(increased by $7.6 billion);

Changes
treatments;

in credit risk estimates and regulatory

Data and methodology changes (decreased by $0.8
billion); and

Credit quality improvements across consumer retail and
bank portfolios, central counterparties and credit
valuation adjustments, partly offset by a reduction in
credit quality across most non-retail portfolios
(decreased by $2.0 billion).

Traded Market Risk RWA decreased by $5.1 billion or 48%
on the prior half, driven mainly by the Stressed Value-at- Risk
(SVaR) component under the internal model approach. This
resulted from a reduction in conservatively modelled risk
positions in the previous period.

IRRBB RWA decreased by $0.9 billion or 9% on the prior half.
This decrease was mainly due to interest rate risk
management activity, updated basis risk modelling and
increased embedded gains due to lower domestic and
offshore interest rates.

Operational Risk RWA decreased by $0.3 billion on the prior
half. This decrease was due to the regular assessment of the
Group’s operational risk profile in the context of the evolving
risk and regulatory environment, in accordance with the
Operational Risk Management Framework and governance
processes.

The Operational Risk RWA includes the $12.5 billion add-on
required by APRA following the Prudential Inquiry findings
dated 30 April 2018.

The composition of the movement in Credit Risk RWA over the prior half is shown below.

Credit Risk RWA movement drivers

Credit risk
estimates
Change in changes and Data and
RWA for Volume FX regulatory methodology Change in
Dec 19 half changes changes treatments changes credit quality

Asset Category $mM $M $mM $M $mM $M
?;Sg;i‘;rggrlztned::;'“d'”g SME and 4,922 (1,305) 249 4,488 50 1,440
AIRB bank (1,487) (787) 4 (411) - (293)
AIRB sovereign (774) (1,166) 2 (333) - 723
AIRB consumer retail (1,275) 2,739 92 140 (480) (3,766)
Standardised (including other assets, CCP
and CVA) ( 9 971 (2,190) 42 3,651 (334) (198)
Securitisation exposures 286 174 - 40 - 72
Total credit risk RWA movement 2,643 (2,535) 389 7,575 (764) (2,022)
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6 Credit Risk

6.1 Credit Risk Exposure — Excluding Equities and Securitisation

The following tables detail credit risk exposures subject to AIRB and Standardised approaches.
APS 330 Table 7i — Credit risk exposures by portfolio type and modelling approach
31 December 2019

Off Balance Sheet Average
On Non- exposure for
Balance market Market Dec b Change in exposure for
Sheet related related Total 2019 half @ December 2019 half @
Portfolio Type $M $M $M $M $M $M %
Subject to AIRB approach
Corporate 67,614 44,267 9,676 121,557 120,201 2,713 2.3
SME corporate 42,818 8,398 608 51,824 51,946 (244) 0.5)
SME retail 6,970 3,637 - 10,607 10,762 (310) (2.8)
SME retail secured by residential 4112 1,492 ) 5,604 5,666 (123) @1
mortgage
Sovereign 87,248 1,225 2,235 90,708 90,307 803 0.9
Bank 19,206 377 7,226 26,809 30,225 (6,831) (20.3)
Residential mortgage 518,096 72,922 - 591,018 584,377 13,282 2.3
Qualifying revolving retail 9,977 16,702 - 26,679 27,024 (692) (2.5)
Other retail 7,610 3,072 - 10,682 10,926 (489) (4.4)
Total AIRB approach 763,651 152,092 19,745 935,488 931,434 8,109 0.9
Specialised lending 53,751 8,821 1,658 64,230 62,747 2,964 4.8
Subject to standardised approach
Corporate 1,155 150 4 1,309 1,450 (281) 7.7
SME corporate 596 160 - 756 789 (66) (8.0)
SME retail 3,664 719 199 4,582 4,605 (46) (1.0)
Sovereign 474 1 - 475 484 (20) (4.0)
Bank 319 - - 319 317 4 1.3
Residential mortgage 12,693 1,723 - 14,416 14,675 (517) (3.5)
Other retail 1,196 28 - 1,224 1,236 (25) (2.0)
Other assets 16,678 - - 16,678 15,606 2,145 14. 8
Central counterparties - - 9,014 9,014 8,502 1,025 12.8
Total standardised approach 36,775 2,781 9,217 48,773 47,664 2,219 4.8
Total credit exposures @ 854,177 163,694 30,620 1,048,491 1,041,845 13,292 1.3

(1) The simple average of balances as at 31 December 2019 and 30 June 2019.
(2) The difference between exposures as at 31 December 2019 and 30 June 2019.
(3) Total credit risk exposures (calculated as EAD) do not include equities or securitisation exposures.

Details of credit risk exposure movements over the prior half are as follows:

Total
exposure
change
Asset Category $M Regulatory Exposure Driver
AIRB corporate (including SME) and specialised lending 5,000 Implementation O.f SA-CCR and FX movgments partly offset
by volume reductions across most portfolios.
AIRB sovereign 803 Implementalmor? of SA—CCR and FX movements partly offset
by a reduction in liquid assets.
AIRB bank (6,831) Reduction in liquid assets and implementation of SA-CCR.
AIRB consumer retail 12,101 Volume growth in residential mortgages and _FX; partly offset
by reductions in other consumer retail portfolios.
Total AIRB and specialised lending 11,073

Implementation of SA-CCR and AASB 16 ‘Leases’; partly
Standardised including other assets and central counterparties 2,219 offset by reductions in volumes and revisions to data and
regulatory treatments.

Total excluding securitisation and equity exposures 13,292
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APS 330 Table 7i — Credit risk exposures by portfolio type and modelling approach (continued)

30 June 2019

Off Balance Sheet Average
On Non- exposure
Balance market Market for June Change in exposure
Sheet related related Total 2019 half @ for June 2019 half ?

Portfolio Type $M $M $M $M $M $M %
Subject to AIRB approach

Corporate 67,899 44,298 6,647 118,844 121,873 (6,057) (4.8)

SME corporate 43,564 8,097 407 52,068 51,731 673 1.3

SME retail 7,424 3,493 - 10,917 11,079 (324) (2.9)

SME retail secured by residential

mortgage 4,305 1,422 - 5727 5,818 (183) 3.1

Sovereign 86,962 1,087 1,856 89,905 90,356 (902) (1.0

Bank 25,029 448 8,163 33,640 33,900 (519) 1.5

Residential mortgage 506,757 70,979 - 577,736 572,545 10,382 1.8

Qualifying revolving retail 10,189 17,182 - 27,371 27,835 (928) 3.3)

Other retail 8,055 3,116 - 11,171 11,216 (89) (0. 8)
Total AIRB approach 760,184 150,122 17,073 927,379 926,353 2,053 0.
Specialised lending 52,235 7,944 1,087 61,266 61,103 325 0.
Subject to standardised approach

Corporate 1,296 175 119 1,590 1,506 167 11.7

SME corporate 642 177 3 822 928 (212) (20.5)

SME retail 3,798 747 83 4,628 4,814 (372) (7. 4)

Sovereign 494 1 - 495 493 4 0.8

Bank 315 - - 315 285 61 24.0

Residential mortgage 13,162 1,771 - 14,933 14,727 412 2.8

Other retail 1,208 41 - 1,249 1,370 (243) (16. 3)

Other assets 14,533 - - 14,533 12,956 3,155 27.7

Central counterparties - - 7,989 7,989 7,628 722 9.9
Total standardised approach 35,448 2,912 8,194 46,554 44,707 3,694 8.6
Total credit exposures @) 847,867 160,978 26,354 1,035,199 1,032,163 6,072 .6

(1) The simple average of balances as at 30 June 2019 and 31 December 2018.

(2) The difference between exposures as at 30 June 2019 and 31 December 2018.
(3) Total credit risk exposures (calculated as EAD) do not include equities or securitisation exposures.
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APS 330 Table 7i — Credit risk exposures by portfolio type and modelling approach (continued)

31 December 2018
Off Balance Sheet

Average

On Non- exposure for
Balance market Market D b Change in exposure for
Sheet related related Total 2018 half ¥ December 2018 half @
Portfolio Type $M $M $M $M $M $M %
Subject to AIRB approach
Corporate 73,335 44,040 7,526 124,901 124,925 (47) -
SME corporate 42,768 8,382 245 51,395 52,363 (1,935) (3. 6)
SME retail 7,669 3,572 - 11,241 10,716 1,050 10. 3
SME retail secured by residential
mortgage 4,390 1,520 - 5,910 5,698 424 7.7
Sovereign 87,303 1,324 2,180 90,807 88,431 4,752 5.5
Bank 23,909 1,413 8,837 34,159 37,484 (6,649) (16. 3)
Residential mortgage 496,270 71,084 - 567,354 563,188 8,328 1.5
Qualifying revolving retail 10,533 17,766 - 28,299 28,676 (753) (2.6)
Other retail 8,152 3,108 - 11,260 11,339 (157) (1. 4)
Total AIRB approach 754,329 152,209 18,788 925,326 922,820 5,013 0.5
Specialised lending 51,743 8,597 601 60,941 61,886 (1,890) (3.0)
Subject to standardised approach
Corporate 1,073 308 42 1,423 1,335 177 14. 2
SME corporate 756 278 - 1,034 723 622 large
SME retail 4,223 742 35 5,000 5,417 (834) (14.3)
Sovereign 491 - - 491 492 ) 0. 4)
Bank 251 2 1 254 317 (125) (33.0)
Residential mortgage 12,453 2,068 - 14,521 13,853 1,333 10.1
Other retail 1,388 104 - 1,492 1,542 (100) (6.3)
Other assets 11,378 - - 11,378 10,140 2,476 27.8
Central counterparties - - 7,267 7,267 7,232 71 1.0
Total standardised approach 32,013 3,502 7,345 42,860 41,051 3,618 .2
Total credit exposures @) 838,085 164,308 26,734 1,029,127 1,025,757 6,741 .7

(1) The simple average of balances as at 31 December 2018 and 30 June 2018.

(2) The difference between exposures as at 31 December 2018 and 30 June 2018.
(3) Total credit risk exposures (calculated as EAD) do not include equities or securitisation exposures.
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APS 330 Table 7b — Credit risk exposure by portfolio type

As at Half year
31 Dec 19 average @

Portfolio Type $M $M
Corporate 122,866 121,650
SME corporate 52,580 52,734
SME retail 15,189 15,367
SME retail secured by residential mortgage 5,604 5,666
Sovereign 91,183 90,792
Bank 27,128 30,542
Residential mortgage 605,434 599,052
Qualifying revolving retail 26,679 27,024
Other retail 11,906 12,162
Specialised lending 64,230 62,748
Other assets 16,678 15,606
Central counterparties 9,014 8,502
Total credit exposures @ 1,048,491 1,041,845

As at Half year
30 Jun 19 average ®

Portfolio Type $m $M
Corporate 120,434 123,379
SME corporate 52,890 52,659
SME retail 15,545 15,893
SME retail secured by residential mortgage 5,727 5,818
Sovereign 90,400 90,849
Bank 33,955 34,184
Residential mortgage 592,669 587,272
Qualifying revolving retail 27,371 27,835
Other retail 12,420 12,586
Specialised lending 61,266 61,104
Other assets 14,533 12,956
Central counterparties 7,989 7,628
Total credit exposures @ 1,035,199 1,032,163
As at Half year
31 Dec 18 average @

Portfolio Type $M $M
Corporate 126,324 126,260
SME corporate 52,429 53,086
SME retail 16,241 16,133
SME retail secured by residential mortgage 5,910 5,698
Sovereign 91,298 88,923
Bank 34,413 37,801
Residential mortgage 581,875 577,041
Quialifying revolving retail 28,299 28,676
Other retail 12,752 12,881
Specialised lending 60,941 61,886
Other assets 11,378 10,140
Central counterparties 7,267 7,232
Total credit exposures @ 1,029,127 1,025,757

(1) The simple average of the closing balances of each half year.
(2) Total credit risk exposures do not include equities or securitisation exposures.
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APS 330 Table 7c — Credit risk exposure by portfolio type and geographic distribution

31 December 2019 ¥

New
Australia Zealand Other Total
Portfolio Type $M $m $m $M
Corporate 73,582 12,311 36,973 122,866
SME corporate 36,759 15,195 626 52,580
SME retail @ 17,348 3,233 212 20,793
Sovereign 53,485 4,121 33,577 91,183
Bank 11,152 1,887 14,089 27,128
Residential mortgage 540,242 63,601 1,591 605,434
Quialifying revolving retail 26,677 - 2 26,679
Other retail 7,759 3,746 401 11,906
Specialised lending 51,738 8,473 4,019 64,230
Other assets 14,544 1,038 1,096 16,678
Central counterparties 381 - 8,633 9,014
Total credit exposures ©) 833,667 113,605 101,219 1,048,491

30 June 2019

New
Australia Zealand Other Total
Portfolio Type $M $M ] $M
Corporate 71,274 11,424 37,736 120,434
SME corporate 37,369 14,740 781 52,890
SME retail @ 17,876 3,177 219 21,272
Sovereign 53,481 3,476 33,443 90,400
Bank 16,357 1,714 15,884 33,955
Residential mortgage 529,090 61,936 1,643 592,669
Qualifying revolving retail 27,369 - 2 27,371
Other retail 8,293 3,757 370 12,420
Specialised lending 49,043 7,854 4,369 61,266
Other assets 12,883 626 1,024 14,533
Central counterparties 746 - 7,243 7,989
Total credit exposures @ 823,781 108,704 102,714 1,035,199

31 December 2018 @

New
Australia Zealand Other Total
Portfolio Type $M $M $M $M
Corporate 72,021 11,363 42,940 126,324
SME corporate 36,769 15,045 615 52,429
SME retail @ 18,356 3,132 663 22,151
Sovereign 51,697 4,038 35,563 91,298
Bank 15,198 1,752 17,463 34,413
Residential mortgage 520,770 60,674 431 581,875
Qualifying revolving retail 28,299 - - 28,299
Other retail 9,525 2,951 276 12,752
Specialised lending 49,097 7,569 4,275 60,941
Other assets 9,471 725 1,182 11,378
Central counterparties 1,041 - 6,226 7,267
Total credit exposures @) 812,244 107,249 109,634 1,029,127

(1) Balances are reported based on the risk domicile of the borrowers.
(2) Including SME retail secured by residential property.
(3) Total credit risk exposures do not include equities or securitisation exposures.
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APS 330 Table 7d — Credit risk exposure by portfolio type and industry sector

31 December 2019

Industry Sector

Residential Other Asset Other

mortgage personal finance Sovereign Bank finance Agriculture Mining

Portfolio Type $M $M $M $M $M $M $M $M
Corporate - - 3,624 - - 26,270 2,970 8,801
SME corporate - - 3,101 - - 1,666 17,438 143
SME retail @ - - 3,290 - - 357 1,787 116
Sovereign - - - 91,183 - - - -
Bank - - - - 27,128 - - -
Residential mortgage 605,434 - - - - - - -
Quialifying revolving retail - 26,679 - - - - - -
Other retail - 11,552 354 - - - - -
Specialised lending - - 13 - - - 1 1,244
Other assets - 2,570 - - - - - -
Central counterparties - - - - 978 8,036 - -
Total credit exposures @ 605,434 40,801 10,382 91,183 28,106 36,329 22,196 10,304

Industry Sector
Retail/
hol | Tr port and

Manufacturing Energy Construction trade storage Property ® Other Total

Portfolio Type $M $M $mM $M $M $M $M $M
Corporate 9,976 6,439 2,931 9,427 15,994 11,144 25,290 122,866
SME corporate 2,965 174 2,626 7,679 1,462 244 15,082 52,580
SME retail @ 846 17 1,629 2,513 458 2,339 7,441 20,793
Sovereign - - - - - - - 91,183
Bank - - - - - - - 27,128
Residential mortgage - - - - - - - 605,434
Qualifying revolving retail - - - - - - - 26,679
Other retail - - - - - - - 11,906
Specialised lending 63 2,312 - 261 2,354 55,966 2,016 64,230
Other assets - - - - - - 14,108 16,678
Central counterparties - - - - - - - 9,014
Total credit exposures @ 13,850 8,942 7,186 19,880 20,268 69,693 63,937 1,048,491

(1) SME retail business lending secured by residential property has been allocated by industry.
(2) Total credit risk exposures do not include equities or securitisation exposures.
(3) Property includes Real Estate Investment Trusts (REIT) and excludes Business Services.

16 Commonwealth Bank of Australia — Pillar 3 Report



APS 330 Table 7d — Credit risk exposure by portfolio type and industry sector (continued)

30 June 2019
Industry Sector

Residential Other Asset Other

mortgage personal finance Sovereign Bank finance Agriculture Mining

Portfolio Type $M $M $M $M $M $M $M $M
Corporate - - 3,517 - - 25,086 3,038 8,057
SME corporate - - 2,936 - - 1,680 17,445 180
SME retail - - 3,549 - - 390 1,808 122
Sovereign - - - 90,400 - - - -
Bank - - - - 33,955 - - -
Residential mortgage 592,669 - - - - - - -
Qualifying revolving retail - 27,371 - - - - - -
Other retail - 12,140 280 - - - - -
Specialised lending - - 80 - - - 1 1,620
Other assets - 2,418 - - - - - -
Central counterparties - - - - 742 7,247 - -
Total credit exposures @ 592,669 41,929 10,362 90,400 34,697 34,403 22,292 9,979

Industry Sector
Retail/
hol | Tr port and

Manufacturing Energy Construction trade storage Property @ Other Total

Portfolio Type $M $M $M $M $M $M $M $M
Corporate 10,814 5,832 2,888 9,676 15,584 10,807 25,135 120,434
SME corporate 2,950 124 2,744 7,482 1,528 411 15,410 52,890
SME retail @ 806 18 1,650 2,496 461 2,412 7,560 21,272
Sovereign - - - - - - - 90,400
Bank - - - - - - - 33,955
Residential mortgage - - - - - - - 592,669
Qualifying revolving retail - - - - - - - 27,371
Other retail - - - - - - - 12,420
Specialised lending 61 2,157 - 246 2,493 52,944 1,664 61,266
Other assets - - - - - - 12,115 14,533
Central counterparties - - - - - - - 7,989
Total credit exposures @ 14,631 8,131 7,282 19,900 20,066 66,574 61,884 1,035,199

(1) SME retail business lending secured by residential property has been allocated by industry.

(2) Total credit risk exposures do not include equities or securitisation exposures.

(3) Property includes REITs and excludes Business Services.
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APS 330 Table 7d — Credit risk exposure by portfolio type and industry sector (continued)

31 December 2018
Industry Sector

Residential Other Asset Other

mortgage personal finance Sovereign Bank finance Agriculture Mining
Portfolio Type $M $M $M $M $M $M $M $M
Corporate - - 3,222 - - 27,023 3,054 9,701
SME corporate - - 2,445 - - 1,252 17,180 249
SME retail - - 3,628 - - 385 1,845 75
Sovereign - - - 91,298 - - - -
Bank - - - - 34,413 - - -
Residential mortgage 581,875 - - - - - - -
Qualifying revolving retail - 28,299 - - - - - -
Other retail - 12,488 264 - - - - -
Specialised lending - - 19 - - 1 84 2,023
Other assets - 2,793 - - - - - -
Central counterparties - - - - - 7,267 - -
Total credit exposures @ 581,875 43,580 9,578 91,298 34,413 35,928 22,163 12,048

Industry Sector
Retail/
holesal Tr port and
Manufacturing Energy Construction trade storage Property @ Other Total

Portfolio Type $M $M $M $M $M $M $M $M
Corporate 10,746 5,864 3,045 11,813 16,571 10,244 25,041 126,324
SME corporate 3,235 179 2,832 7,531 1,631 830 15,065 52,429
SME retail @ 974 24 1,697 2,888 522 2,446 7,667 22,151
Sovereign - - - - - - - 91,298
Bank - - - - - - - 34,413
Residential mortgage - - - - - - - 581,875
Qualifying revolving retail - - - - - - - 28,299
Other retail - - - - - - - 12,752
Specialised lending 64 2,023 1 188 2,419 51,835 2,284 60,941
Other assets - - - - - - 8,585 11,378
Central counterparties - - - - - - - 7,267
Total credit exposures @ 15,019 8,090 7,575 22,420 21,143 65,355 58,642 1,029,127

(1) SME retail business lending secured by residential property has been allocated by industry.
(2) Total credit risk exposures do not include equities or securitisation exposures.
(3) Property includes REITs and excludes Business Services.
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APS 330 Table 7e — Credit risk exposure by portfolio type and residual contractual maturity

31 December 2019

No specified

< 12mths 1 < Syrs > 5 years maturity Total
Portfolio Type $M $M $M $Mm $M
Corporate 41,511 69,508 11,847 - 122,866
SME corporate 20,812 28,031 3,737 - 52,580
SME retail 7,308 7,623 5,862 - 20,793
Sovereign 25,440 33,310 32,433 - 91,183
Bank 11,539 14,012 1,577 - 27,128
Residential mortgage 15,896 56,401 496,497 36,640 605,434
Qualifying revolving retail - - - 26,679 26,679
Other retail 202 4,840 2,636 4,228 11,906
Specialised lending 20,060 38,741 5,429 - 64,230
Other assets 4,916 364 511 10,887 16,678
Central counterparties 3,477 4,284 1,253 - 9,014
Total credit exposures @ 151,161 257,114 561,782 78,434 1,048,491

30 June 2019
No specified

< 12mths 1 < 5yrs > 5 years maturity Total
Portfolio Type $m $M $mM $mM $mM
Corporate 38,873 70,106 11,455 - 120,434
SME corporate 20,751 28,146 3,993 - 52,890
SME retail @ 7,322 7,978 5,972 - 21,272
Sovereign 23,449 31,697 35,254 - 90,400
Bank 15,201 16,708 2,046 - 33,955
Residential mortgage 15,920 54,939 483,145 38,665 592,669
Quialifying revolving retail - - - 27,371 27,371
Other retail 483 4,636 3,023 4,278 12,420
Specialised lending 20,863 35,677 4,726 - 61,266
Other assets 2,885 524 248 10,876 14,533
Central counterparties 1,996 3,446 2,547 - 7,989
Total credit exposures @ 147,743 253,857 552,409 81,190 1,035,199

31 December 2018
No specified

< 12mths 1 < 5yrs > 5 years maturity Total
Portfolio Type $M $M $M $M $M
Corporate 43,373 71,834 11,117 - 126,324
SME corporate 18,351 29,633 4,445 - 52,429
SME retail @ 5,879 11,709 4,563 - 22,151
Sovereign 29,969 30,166 31,163 - 91,298
Bank 15,845 18,492 76 - 34,413
Residential mortgage 14,628 49,923 477,665 39,659 581,875
Quialifying revolving retail - - - 28,299 28,299
Other retail 166 5,814 2,863 3,909 12,752
Specialised lending 22,806 33,047 5,088 - 60,941
Other assets 2,793 533 179 7,873 11,378
Central counterparties 2,619 4,459 189 - 7,267
Total credit exposures @ 156,429 255,610 537,348 79,740 1,029,127

(1) Including SME retail secured by residential property.
(2) Total credit risk exposures do not include equities or securitisation exposures.
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6.2 Past Due and Impaired Exposures, Provisions and Reserves

All provisions for impairment assessed on an individual basis
in accordance with the Australian Accounting Standards are
classified as specific provisions in accordance with APS 220
“Credit Quality” (APS 220). Most of the collective provisions
raised under the Australian Accounting Standards are
included in the General Reserve for Credit Losses (GRCL),
however, certain collective provisions not eligible for inclusion
in the GRCL, are classified as specific provisions.

This includes, for example, collective provisions on retail
products that are in default. Effective 31 December 2019 the
Group’'s GRCL methodology has been aligned to the
methodology for collective provisions under the AASB 9
standard which prescribes lifetime expected credit losses on
stage 2 loans that have experienced Significant Increase in
Credit Risk (SICR) since origination.

Reconciliation of Australian Accounting Standards, APS 220 based credit provisions and APS 330 Table 7j — General

reserve for credit losses

31 December 2019

General
reserve for Specific Total
credit losses ¥ provision ® provisions
$M $M $M
Collective provision @ 3,663 404 4,067
Individual provisions @ - 959 959
Total provisions 3,663 1,363 5,026
Additional GRCL requirement © - - -
Total regulatory provisions 3,663 1,363 5,026

(1) Provisions classified according to APS 220 “Credit Quality”.
(2) Provisions according to the Australian Accounting Standards.

(3) Effective 31 December 2019, the Group’s GRCL methodology results in an amount lower than the provision recognised for accounting purposes, resulting in no

additional GRCL requirement.

30 June 2019

General
reserve for Specific Total
credit losses ¥ provision ® provisions
$m $m $m
Collective provision @ 3,510 394 3,904
Individual provisions ® - 895 895
Total provisions 3,510 1,289 4,799
Additional GRCL requirement © 515 - 515
Total regulatory provisions 4,025 1,289 5,314

(1) Provisions classified according to APS 220 “Credit Quality”.
(2) Provisions according to the Australian Accounting Standards.

(3) The Group has recognised a deduction from CET1 of $515 million in order to maintain the required minimum GRCL.

31 December 2018

General
reserve for Specific Total
credit losses ¥ provision provisions
$M $M $M
Collective provision ® 3,453 361 3,814
Individual provisions ® - 920 920
Total provisions 3,453 1,281 4,734
Additional GRCL requirement © 539 - 539
Total regulatory provisions 3,992 1,281 5,273

(1) Provisions classified according to APS 220 “Credit Quality”.
(2) Provisions according to the Australian Accounting Standards.

(3) The Group has recognised a deduction from CET1 of $539 million in order to maintain the required minimum GRCL.
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The following tables provide a summary of the Group’s financial losses by portfolio type, industry and geography.

APS 330 Table 7f (i) — Impaired, past due, specific provisions and write-offs charged by industry sector

31 December 2019

Net half year

Past due Specific charges for Half year

Impaired loans provision individual actual

assets > 90 days ¥ bal @ I ®

Industry Sector $M $M $M $M $M
Home loans 1,854 2,479 420 55 55
Other personal 243 28 238 1 282
Asset finance 73 1 22 15 11
Sovereign - - - - -
Bank - - - 9) -
Other finance 6 6 4 1 3
Agriculture 325 79 78 - 28
Mining 108 2 29 - 13
Manufacturing 208 35 150 87 4
Energy - - - - -
Construction 93 34 82 6 3
Wholesale/retail trade 121 111 90 42 19
Transport and storage 65 20 28 2 1
Property 69 169 59 - 5
Other 218 190 163 3 44
Total 3,383 3,154 1,363 203 468

1) Represents loans = 90 days past due but are not impaired.

2) Specific provision balance includes certain Australian Accounting Standards collective provisions on some defaulted loans.
(3) Actual losses equal write-offs from individual provisions, write-offs direct from collective provisions less recoveries of amounts previously written off, for the half year

ended 31 December 2019.

30 June 2019

Net half year

Past due Specific charges for Half year

Impaired loans provision individual actual

assets > 90 days ¥ bal @ I @

Industry Sector $M $M $M $M $M
Home loans 1,807 2,768 375 71 71
Other personal 294 27 270 4 359
Asset finance 81 2 15 4 6
Sovereign - -
Bank 9 - 9 - -
Other finance 7 8 5 1) 2
Agriculture 417 68 97 19 55
Mining 183 4 42 46 28
Manufacturing 143 30 68 11 7
Energy - - - - -
Construction 170 37 76 - 3
Wholesale/retail trade 119 109 63 23 10
Transport and storage 68 17 27 20 55
Property 70 110 59 ) 7
Other 254 157 183 16 15
Total 3,622 3,337 1,289 212 618

(1) Represents loans = 90 days past due but are not impaired.

(2)  Specific provision balance includes certain Australian Accounting Standards collective provisions on some defaulted loans.
(3)  Actual losses equal write-offs from individual provisions, write-offs direct from collective provisions less recoveries of amounts previously written off, for the half year

ended 30 June 2019.
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APS 330 Table 7f (i) — Impaired, past due, specific provisions and write-offs charged by industry sector (continued)

31 December 2018

Net half year

Past due Specific charges for Half year
Impaired loans provision individual actual
assets > 90 days balance @ provisions losses @
Industry Sector $M $M $M $M $M
Home loans 1,547 2,689 345 56 60
Other personal 284 26 256 3 318
Asset finance 65 5 13 7 9
Sovereign - - - -
Bank 9 - 9 -
Other finance 10 5 7 - 4
Agriculture 527 57 161 73 6
Mining 272 3 21 (5) 1)
Manufacturing 140 22 61 18 2
Energy - - - - -
Construction 210 28 73 93 42
Wholesale/retail trade 61 106 43 7 7
Transport and storage 138 15 65 8 30
Property 78 99 63 9) 7
Other 219 160 164 14 93
Total 3,560 3,215 1,281 265 577

(1) Represents loans = 90 days past due but are not impaired.

(2)  Specific provision balance includes certain Australian Accounting Standards collective provisions on some defaulted loans.
(3)  Actual losses equal write-offs from individual provisions, write-offs direct from collective provisions less recoveries of amounts previously written off, for the half year

ended 31 December 2018.

Factors impacting the loss experience

The overall quality of the portfolio was stable during the half year ended 31 December 2019. Gross impaired assets as a proportion of
gross loans and acceptances (GLAA) decreased by 4 basis points to 0.44%. Total provisions as a proportion of GLAA increased 2
basis points to 0.65%, mainly driven by an increase in forward-looking adjustments for emerging risks. Group actual losses reduced by
$150 million on the prior half led by an overall reduction in both consumer and commercial portfolio losses.
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APS 330 Table 7f (ii) — Impaired, past due, specific provisions and write-offs charged by portfolio
31 December 2019

Net half year

Past due Specific charges for Half year

Impaired loans provision individual actual

assets > 90 days M palance® provisi 1 ®

Portfolio $m $M $m $m $m
Corporate including SME, specialised lending and central

counterparties 1,286 647 705 156 131

Sovereign - - - - -

Bank - - - 9) -

Residential mortgage 1,854 2,479 420 55 55

Quialifying revolving retail 108 - 93 1) 118

Other retail 135 28 145 2 164

Total 3,383 3,154 1,363 203 468

(1) Represents loans 2 90 days past due but are not impaired.

(2)  Specific provision balance includes certain Australian Accounting Standards collective provisions on some defaulted loans.
(3)  Actual losses equal write-offs from individual provisions, write-offs direct from collective provisions less recoveries of amounts previously written off, for the half year

ended 31 December 2019.

30 June 2019

Net half year

Past due Specific charges for Half year

Impaired loans provision individual actual

assets >90days”  bal @ provisi I @

Portfolio $mM $M $mM $M $M
E;)urggragzrlt?:sludmg SME, specialised lending and central 1,506 542 635 137 188
Sovereign - - - - -
Bank 9 - 9 - -
Residential mortgage 1,807 2,768 375 71 71
Quialifying revolving retail 138 - 125 - 152
Other retail 162 27 145 4 207
Total 3,622 3,337 1,289 212 618

(1) Represents loans = 90 days past due but are not impaired.

(2) Specific provision balance includes certain Australian Accounting Standards collective provisions on some defaulted loans.
(3) Actual losses equal write-offs from individual provisions, write-offs direct from collective provisions less recoveries of amounts previously written off, for the half year

ended 30 June 2019.

31 December 2018

Net half year

Past due Specific charges for Half year

Impaired loans provision individual actual

assets > 90 days M palance® provisi 1 ®

Portfolio $mM $M $m $m $m
S(;Jurggfgzrlt?;ludmg SME, specialised lending and central 1,720 500 671 206 199
Sovereign - - - - -
Bank 9 - 9 - -
Residential mortgage 1,547 2,689 345 56 60
Quialifying revolving retail 137 - 116 - 140
Other retail 147 26 140 3 178
Total 3,560 3,215 1,281 265 577

(1) Represents loans = 90 days past due but are not impaired.

(2) Specific provision balance includes certain Australian Accounting Standards collective provisions on some defaulted loans.
(3) Actual losses equal write-offs from individual provisions, write-offs direct from collective provisions less recoveries of amounts previously written off, for the half year

ended 31 December 2018.
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APS 330 Table 7g (i) — Impaired, past due and specific provisions by geographic region

31 December 2019

Past due Specific

Impaired loans provision

assets 2 90 days @ balance

Geographic Region @ $Mm $m $m
Australia 2,523 2,994 1,146
New Zealand 573 103 80
Other 287 57 137
Total 3,383 3,154 1,363

30 June 2019

Past due Specific

Impaired loans provision

assets 2 90 days @ balance

Geographic Region ® $m $m $m
Australia 2,890 3,192 1,123
New Zealand 521 96 98
Other 211 49 68
Total 3,622 3,337 1,289

31 December 2018

Past due Specific

Impaired loans provision

assets 2 90 days @ balance

Geographic Region® $M $M $M
Australia 2,688 3,088 1,107
New Zealand 463 86 77
Other 409 41 97
Total 3,560 3,215 1,281

(1) Balances are reported based on the risk domicile of the borrower. The Group’s financial statements disclose balances based on the domicile of the lending entity.
(2) Represents loans = 90 days past due but are not impaired.

The Group’s GRCL (before tax) by geographic region is distributed as follows:

APS 330 Table 7g (ii) - GRCL by geographic region

31 Dec 19 30 Jun 19 31 Dec 18
Geographic Region $m $m $m
Australia 3,164 3,527 3,428
New Zealand 294 304 300
Other 205 194 264
Total GRCL 3,663 4,025 3,992
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APS 330 Table 7h (i) — Movement in collective provisions and general reserve for credit losses
Half Year Ended

31 Dec 19 30 Jun 19 31 Dec 18
Movement in Collective Provisions $M $M $m
Opening balance 3,904 3,814 2,763
Change on adoption of AASB 9 - - 1,055
Net charge against profit and loss 446 412 312
Recoveries 101 102 104
Other 22 39 18
Werite-offs (406) (463) (438)
Total collective provisions 4,067 3,904 3,814
Less collective provisions transferred to specific provisions (404) (394) (361)
Additional GRCL requirement @ - 515 539
General reserve for credit losses 3,663 4,025 3,992

(1) The Group has recognised these amounts as a deduction from CET1 in order to maintain the required minimum GRCL. Effective 31 December 2019, the Group’s
GRCL methodology results in an amount lower than the provision recognised for accounting purposes, resulting in no additional GRCL requirement.

APS 330 Table 7h (ii) — Movement in individual provisions and specific provisions
Half Year Ended

31 Dec 19 30 Jun 19 31 Dec 18
Movement in Individual Provisions $M $M $M

Opening balance for the period 895 920 870

Net new and increased provisioning 287 271 348

Net write back of provisions no longer required (84) (59) (83)

Discount unwind to interest income (11) (23) (20)

Other 35 32 39

Write-offs (163) (256) (244)

Total individual provisions 959 895 920

Add collective provisions transferred to specific provisions 404 394 361

Specific provisions 1,363 1,289 1,281

6.3 Portfolios Subject to Standardised and Supervisory Risk-Weights

Portfolios that use the Standardised approach include: Bankwest portfolio:

Commonwealth Bank of Australia: Some residential mortgages (equity lines of credit); and
Some retail SMEs (overdrawn accounts); Some unsecured consumer retail (personal cheque
Non-rated Corporate exposures; accounts).

Some residential mortgages (including purchased ASB Bank Limited:

portfolios and reverse mortgages); Personal loans and Retail SME.
Margin lending; All exposures in the following entities:
Non-recourse purchased receivables; CommBank Europe Ltd; and

Some branches; and PT Bank Commonwealth (Indonesia).

Central counterparties.

APS 330 Table 8b — Exposures subject to standardised and supervisory risk weights

Exposure After Credit Risk Mitigation @

31 Dec 19 30 Jun 19 31 Dec 18
Standardised Approach Exposures $M $m $m
Risk Weight
0% 4,400 3,104 3,308
20% 3,537 3,606 3,341
35% 9,249 9,460 9,417
50% 3,833 4,075 3,506
75% 864 908 899
100% 17,866 17,393 15,099
150% 10 18 23
> 150% - 1 -
Capital deductions - - -
Total 39,759 38,565 35,593

(1) Exposure after credit risk mitigation does not include central counterparties, equity or securitisation exposures.
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APS 330 Table 8b — Exposures subject to standardised and supervisory risk weights (continued)
31 December 2019

Exposure Risk weight RWA
Other Assets @ M % M
Cash 4,394 - -
Cash items in course of collection 897 20 179
Margin lending @ 2,570 29 755
Fixed and forward purchase assets 3,836 100 3,836
Other 4,981 2100 4,982
Total 16,678 58 9,752

30 June 2019

Exposure Risk weight RWA
Other Assets @ $M % $M
Cash 3,099 - -
Cash items in course of collection 942 20 188
Margin lending ® 2,632 30 795
Fixed and forward purchase assets 1,460 100 1,460
Other 6,400 2100 6,411
Total 14,533 61 8,854

31 December 2018

Exposure Risk weight RWA
Other Assets @ $M % M
Cash 3,308 - -
Cash items in course of collection 573 20 115
Margin lending ® 2,793 