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Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
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Ordinary shares 3,030,226,016 fully paid

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes x No o

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Securities
Exchange Act of 1934.

Yes o No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days.

Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files).
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Indicate by check mark whether registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.

Large accelerated filer x =~ Accelerated Filer o~ Non-accelerated filer o

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:
U.S. GAAP o International Financial Reporting Standards as issued by the International Accounting Standards Board x

Other o
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In this Annual Report a reference to Westpac , Group , Westpac Group , we , us and our isto Westpac Banking Corporation
ABN 33 007 457 141 and its subsidiaries unless it clearly means just Westpac Banking Corporation.

For certain information about the basis of preparing the financial information in this Annual Report see Reading this report in Section 2. In addition,
this Annual Report contains statements that constitute forward-looking statements within the meaning of section 21E of the US Securities
Exchange Act of 1934. For an explanation of forward-looking statements and the risks, uncertainties and assumptions to which they are subject,

see Reading this report in Section 2.

Information contained in or accessible through the websites mentioned in this Annual Report does not form part of this report unless we specifically
state that it is incorporated by reference and forms part of this report. All references in this report to websites are inactive textual references and are
for information only.
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Form 20-F cross-reference index

(for the purpose of filing with the United States Securities and Exchange Commission)

20-F item number and description

Part |

Iltem 1. Identity of directors, senior management and advisers
Item 2. Offer statistics and expected timetable

Item 3. Key information

Selected financial data
Capitalisation and indebtedness
Reasons for the offer and use of proceeds
Risk factors
Item 4. Information on Westpac
History and development of Westpac
Business overview
Organisational structure
Property, plant and equipment
Iltem 4A. Unresolved staff comments
Iltem 5. Operating and financial review and prospects
Operating results
Liquidity and capital resources
Research and development, patents, licences etc.
Trend information
Off-balance sheet arrangements
Tabular disclosure of contractual obligations
Safe harbor
Iltem 6. Directors, senior management and employees
Directors and senior management
Compensation
Board practices
Employees
Share ownership
Iltem 7. Major equity holders and related party transactions
Major equity holders
Related party transactions
Interests of experts and counsel
Iltem 8. Financial information
Consolidated statements and other financial information
Significant changes
Iltem 9. The offer and listing
Offer and listing details
Plan of distribution
Markets
Selling shareholders
Dilution
Expenses of the issue
Iltem 10. Additional information
Share capital
Memorandum and articles of association
Material contracts
Exchange controls
Taxation
Dividends and paying agents
Statements by experts
Documents on display
Subsidiary information

Westpac Group

Page

Not applicable
Not applicable

74,79, 89-90, 311
Not applicable
Not applicable

115-120

6, 13-18

6-9, 13-20
7-8, 275-278
127-128

Not applicable

77-94, 96-114
94-95, 122, 124-126
Not applicable
79-94, 96-114
125-126

95

75

39-45, 47-48
51-71, 279-287
23-36, 39-42
127

47-48, 279-287

298-301
128, 279
Not applicable

129-295
14-18, 289

302
Not applicable
313
Not applicable
Not applicable
Not applicable

Not applicable
308-310
267-268
304-305
305-307

Not applicable

Not applicable

310

Not applicable
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Part Il
ltem 11.

ltem 12.

ltem 13.
ltem 14.
ltem 15.

Iltem 16A.
Iltem 16B.
Iltem 16C.
Iltem 16D.
Iltem 16E.
Iltem 16F.
Iltem 16G.
Part Il

ltem 17. & 18.
ltem 19.
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Form 20-F cross-reference index

(for the purpose of filing with the United States Securities and Exchange Commission)

Page

Quantitative and qualitative disclosures about market risk 123, 237-240,
256

Description of securities other than equity securities
Debt securities

Warrants and rights

Other securities

American depositary shares

Defaults, dividend arrearages and delinquencies

Material modifications to the rights of security holders and use of proceeds

Controls and procedures

Audit committee financial expert

Code of ethics

Principal accountant fees and services

Exemptions from the Listing Standards for audit committees

Purchases of equity securities by the issuer and affiliated purchasers

Changes in Registrant s certifying accountant
Corporate governance

Financial statements
Exhibits

Consolidated income statements for the years ended 30 September 2011, 2010 and 2009

Consolidated balance sheets as at 30 September 2011 and 2010

Consolidated statements of comprehensive income for the years ended 30 September 2011, 2010 and 2009
Consolidated statements of cash flows for the years ended 30 September 2011, 2010 and 2009

Notes to the financial statements

Management s report on the internal control over financial reporting
Report of independent registered public accounting firm

Not applicable
Not applicable
Not applicable
303

Not applicable
Not applicable
126, 291,
294-295

30

27-28

31, 266

Not applicable
95, 185-186
Not applicable
21

129-289

130
132
131
134
135-289
291
292-295
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Guide 3 cross-reference index

Part | Distribution of assets, liabilities and stockholders equity: interest rates and interest differential
Average balance sheets
Analysis of net interest earnings
Volume and rate movement
Part Il Investment portfolio
Book value of investments
Maturity profile
Book value and market value > 10% of shareholders
Part lll Loan portfolio
Types of loans
Maturities and sensitivities of loans to changes in interest rates
Risk elements
Non-accrual, past due and restructured loans
Potential problem loans
Foreign outstandings
Loan concentrations
Other interest bearing assets
Part IV Summary of loan loss experience
Analysis of the allowance for loan losses
Allocation of the allowance for loan losses
Part V Deposits
Part VI Return on equity and assets
Part VII Short-term borrowings
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Page

89, 199-202
80-81, 199-202
80, 199-202

162
163, 234-235
162

164-165
166

93-94, 225-226
93-94

121

121

161-163, 219

167-170
167-170
177-178

74,90
180-182
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Westpac is one of the four major banking organisations in Australia and one of the largest banking organisations in New Zealand. We provide a
broad range of banking and financial services in these markets, including retail, business and institutional banking and wealth management
services.

We have branches, affiliates and controlled entities1 throughout Australia, New Zealand and the Pacific region, and maintain branches and offices
in some of the key financial centres around the world2.

We were founded in 1817 and were the first bank established in Australia. In 1850 we were incorporated as the Bank of New South Wales by an
Act of the New South Wales Parliament. In 1982 we changed our name to Westpac Banking Corporation following our merger with the Commercial
Bank of Australia. On 23 August 2002, we were registered as a public company limited by shares under the Australian Corporations Act 2001
(Corporations Act).

As at 30 September 2011, our market capitalisation was $61.6 billion3 and we had total assets of $670.2 billion.

Business strategy

Our strategy is aimed at building deep and enduring customer relationships  such that customers stay with us, conduct more business with us and
recommend us to others. We seek to meet our customers total banking and wealth needs and earn all of their business. A key element of this
approach is our multi-brand model our family of much loved financial services brands  which enables us to appeal to a broader range of customers.

In implementing this strategy, we seek to grow customer numbers in chosen segments and increase the number of products per customer with a
specific focus on wealth and insurance cross sell. At the same time, we seek to build long-term customer relationships and maintain high levels of
customer retention.

We also have a continued focus on streamlining and simplifying our business, to improve the quality of experience for customers and reduce our
costs to serve.

We believe that successful execution of this strategy will lead to higher revenue per customer, strong credit quality (because we know our
customers very well) and a superior cost profile.

Our vision is to be one of the world s great companies, helping our customers, communities and people to prosper and grow.

Our aspiration is to:

§ have a family of much loved financial services brands;

§ be recognised for enduring customer relationships;

16



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

won»

be a place where the best people want to work;

won»

be a leader in the community; and

won

be a great investment.

1 Refer to Note 38 to the financial statements for a list of our controlled entities as at 30 September 2011.
2 Contact details for our head office, major businesses and offshore locations can be found on the inside back cover.
3 Based on the closing share price of our ordinary shares on the ASX as at 30 September 2011.

Our mission is to earn all of our customers business.

QOur focusis on:

§ delighting our customers;

§ having the right people in the right roles; and

§ our reputation.

We have strong values, which are well embedded in our culture. We believe that the following values will help us deliver our strategy:

won

working as one team;

won

delighting customers;

won

acting with integrity;

won

achievement; and

won

valuing each other.

Strategic priorities

17
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Consistent with our business strategy, our priorities are centred on continuously improving our customer relationship capabilities and offerings,
specifically to:

a) Focus on chosen customer segments, aiming to deepen relationships with customers, especially in savings and wealth management
by

won»

putting the customer at the centre of everything we do;

won»

establishing and driving high performing and locally empowered businesses close to the communities they serve;

won»

developing and implementing compelling customer segment strategies, bringing banking and wealth management together for the customer;
and

won»

strengthening the skills and depth of our people.

b) Become faster, simpler, more efficient and easier to do business with

§ by having processes and solutions designed from the customer s perspective;
§ through a focus on convenience, simplicity and flexibility; and
§ reducing the cost to serve customers across the business through streamlining processes, continuing the integration of back office

processing and reviewing our sourcing and procurement arrangements.

¢) Realise our multi-brand advantage by

§ gaining new customers through offering greater choice and access to customers who have a preference for a local banking brand and
customers who prefer a strong national brand;

§ meeting customer preferences and building deeper customer relationships; and

§ continuing to increase the productivity and efficiency of the multi-brand model by leveraging expertise and sharing costs across the Group.

d) Make our people an important part of our advantage

§ through tailored recruitment and induction processes;
§ with a continuing focus on training and coaching; and
§ by having a flexible and diverse workforce.

e) Deliver on our strategic investment priorities

18
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the strategic investment priorities are a suite of major investments designed to enhance Westpac s systems and technology infrastructure;
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§ the investments are initially focused on improving capability close to the front line including a new teller and call centre platform in Westpac,
a new online platform across the Westpac Group and the development of critical infrastructure that supports multiple brands.

f)  Lead in reputational and sustainability matters

§ by ensuring that each decision we make is consistent with our customer-focused strategy, and by continuing to actively support the
communities in which we operate;

§ through further embedding sustainability concepts in all elements of our businesses;
§ through ongoing joint endeavours with our not-for-profit partners; and
§ by continuing to develop strong risk management capabilities as a competitive advantage.

Organisational structure

Our operations comprise the following five key customer-facing business divisions operating under multiple brands, serving around 12.2 million
customerst:

§ Westpac Retail & Business Banking, which we refer to as Westpac RBB, is responsible for sales and service for our consumer,
small-to-medium enterprise customers and commercial customers (typically with turnover of up to $100 million) in Australia under the Westpac and
RAMS2 brands. Activities are conducted through Westpac RBB s nationwide network of branches and business banking centres, home finance
managers and specialised consumer and business relationship managers, with the support of cash flow, financial markets and wealth specialists,
customer service centres, automatic teller machines (ATMs) and internet channels.

§ Westpac Institutional Bank, which we refer to as WIB, delivers a broad range of financial services to commercial, corporate, institutional and
government customers with connections to Australia and New Zealand. WIB operates through dedicated industry relationship and specialist product
teams, with expert knowledge in transactional banking, financial and debt capital markets, specialised capital, margin lending, broking and
alternative investment solutions. Customers are supported through branches and subsidiaries located in Australia, New Zealand, United States,
United Kingdom and Asia.

1 All customers, primary and secondary, with an active relationship (excludes channel only and potential relationships) as at
30 September 2011.

2 RAMS is our home loan franchise distribution business. As of 1 October 2011, RAMS forms part of the St.George Banking Group division.
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§ St.George Banking Group is responsible for sales and service for our consumer, business and corporate customers in Australia under the
St.George, BankSA and Bank of Melbourne brands. Consumer activities are conducted through a network of branches, third party distributors, call
centres, ATMs, EFTPOS terminals and internet banking services. Business and corporate customers (businesses with facilities typically up to
$150 million) are provided with a wide range of banking and financial products and services, including specialist advice for cash flow finance, trade
finance, automotive and equipment finance, property finance, transaction banking and treasury services. Sales and service activities for business
and corporate customers are conducted by relationship managers via business banking centres, internet and customer service centre channels.

§ BT Financial Group (Australia), which we refer to as BTFG, is Westpac s wealth management business. BTFG s funds management
operations include the manufacturing and distribution of investment, superannuation and retirement products, investment platforms such as Wrap
and master trusts and private banking and financial planning. BTFG s insurance solutions cover the manufacturing and distribution of life, general
and lenders mortgage insurance and deposit bonds. BTFG s brands include Advance Asset Management, Ascalon, Asgard, BT, BT Investment
Management (64.5% owned by Westpac and consolidated in BTFG s Funds Management business), Licensee Select, Magnitude, Securitor and
the advice, private banking and insurance operations of Bank of Melbourne, BankSA, St.George and Westpac.

§ New Zealand Banking is responsible for sales and service of banking, wealth and insurance products for consumers and small-to-medium
business customers in New Zealand. The sales and service division operates via an extensive network of branches and ATMs across both the
North and South Islands. Institutional customers are supported by the New Zealand Institutional Bank, the results of which appear within WIB.
Banking products are provided under the Westpac brand while insurance and wealth products are provided by Westpac Life New Zealand and BT
New Zealand. We conduct our New Zealand banking business through two banks in New Zealand: consumer and business banking operations are
provided by Westpac New Zealand Limited, which is incorporated in New Zealand, and institutional customers are supported by Westpac Banking
Corporation (NZ Division), a branch of Westpac, which is incorporated in Australia and forms part of WIB3.

3 On 1 November 2011, various business activities of Westpac Banking Corporation (NZ Division) were transferred to Westpac New Zealand
Limited. See New Zealand Transfer of additional banking operations to Westpac New Zealand Limited on 1 November 2011 in Significant
developments .
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Other divisions in the Group include:

won»

Pacific Banking, which provides banking services for retail and business customers in seven Pacific countries;

won»

Product & Operations, which is responsible for consumer and business product development and operations;

won»

Group Treasury, which is primarily focused on the management of the Group s interest rate risk and funding requirements;

won

Technology, which is responsible for developing and maintaining reliable and flexible technology capabilities and technology strategies; and

§ Core Support, which comprise those functions performed centrally including finance, risk, legal and human resources.

These businesses are described in more detail in Section 2, including a summary of net profit and total assets by business division and
management s discussion and analysis of business division performance.

8 Westpac Group
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Managing sustainability

Our sustainability approach

We have a set of goals to make sustainability part of the way we do business including embedding sustainability into our strategy, values, culture

and processes including supply chain, risk management, and product development.

During the year ended 30 September 2011, work was also undertaken to redefine our sustainability strategy with a focus on emerging social issues.

Application of the AA1000 Principles

Our approach to sustainability is aligned to the AA1000 AccountAbility Principles Standard (2008), a voluntary framework developed by the UK
based AccountAbility organisation. The standard establishes a framework for identifying, managing and communicating sustainability issues.
Underpinning the framework are three key principles:

§ inclusivity;
§ sustainability materiality; and
§ responsiveness.

Utilising these principles assists us to identify and respond to issues that matter to the long-term prosperity of our business, our customers, our
people and our communities.

Inclusivity

Open dialogue with a wide range of stakeholder groups is important to better understand how we impact upon each other. Open dialogue also
assists us to understand emerging trends and issues so we can best respond to these challenges.

Key components of our approach to inclusivity during 2011 have included:

§ continued work to better understand and address customer concerns;

§ specific engagement with external stakeholders to identify future areas of sustainability focus;
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§ work to better understand drivers of employee advocacy;

§ the continued use of Net Promoter Score (NPS) measures across the Group;

§ the further roll out of more explicit monitoring of our reputation across a range of stakeholders; and

§ a review of our main stakeholder consultation body, the Community Consultative Council (CCC), which has led to the creation of a smaller,

more focused stakeholder reference group.

We have increased our engagement with the local community as well as maintained specific issue-based engagements and our CCC.

Sustainability materiality

In addition to the stakeholder consultation approach described above, issues, risks and opportunities are also identified from a wide range of
sources such as strategic planning sessions, media coverage and government priorities.

We prioritise issues according to their impact on our stakeholders, our business operations and financial outcomes. We use a prescriptive process
to categorise and weigh individual issues. Issues are reviewed internally and endorsed by the Board Sustainability Committee before being
reviewed by our external sustainability assurers, KPMG.

Significant issues identified in 2011 included: interest rates and fees, customer service, keeping our brands distinctive in our multi-brand strategy,
future growth of our business, IT systems, diversity and flexibility, regulation, employee development, climate change, and responsible lending and
investment.

As part of a review of our sustainability strategy during 2011, we undertook a structured exercise to examine emerging issues. The process sought
to identify issues where we can have a meaningful impact and that are:

won

emerging and not yet reflected in our strategy and current business practice;

won

material in terms of impacting a large number of stakeholders;

relevant to our role as a financial institution; and

won

won

aligned with our organisational competencies and skills as a major financial institution.

From this process we identified three areas of strategic focus:

§ responding to the impact of demographic change in our workforce and customers;

§ providing economic solutions to environmental challenges; and
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§ creating sustainable financial futures for our customers.

Responsiveness

These issues feed directly into the development of our sustainability strategy and objectives setting.

We set ourselves a number of objectives for completion between 2011 and 2014, and we have achieved good progress in most areas. Details of
our current performance are provided on the following pages.
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The following table sets out our performance against 2011 sustainability objectives:

Customer

To be ranked as the top 1 and 2 for Net Promoter Score (NPS) i
in Australia among the major banks and St.George Banking
Group.

Achieve NPS scores of +1 for retail and 12 for business in i
Westpac New Zealand.

due
2013

Top 3 regional player in carbon related markets by 2013.

Employee

To increase the percentage of Women in Leadership roles to due
40% by the end of 2014. 2014
Implement initiatives to address the outcomes of our Diversity i

Audit.

[Community

Reduce Scope 1 and 21 emissions by 30% on 2008 levels2 by due
2013. 2013
Embed Organisational Mentoring into operational processes by  due
2013. 2013
Provide the Managing Your Money program to 45,000 New i
Zealanders by 2013.

Launch a major initiative to help address social disadvantage. i

|

St.George and Westpac continue to be ranked 1 and 2 respectively for
NPS among the major banks for business customers. Within the priority
business segments, St.George and Westpac continue to rank 1 and 2 in
the small-to-medium enterprise and commercial segments. For
consumer NPS, St.George and Westpac are currently ranked 1 and 4
respectively amongst the major banks.

While the NZ retail NPS has steadily improved, the target has not yet
been reached.

Lead bank in the NZ Emissions Trading Scheme (NTS). WIB recognised
by Environmental Finance Magazine in its survey of customers, peers
and competitors, being named Best Trading Company in Australasia
and runner up Best Finance House renewable Energy Finance in
Asia-Pacific in 2010.

The Group is on track to achieve its Women in Leadership target, with
37.5% of leadership roles currently held by women.

Diversity plans have been developed for each business unit, with a
particular focus on flexibility, in response to the Diversity Audit
conducted in Full Year 2010.

Scope 1 and 2 greenhouse gas (GHG) emissions have reduced by 7%
from the 2008 baseline, despite growth in the property portfolio and
increased use of technology as our business continues to grow.

Since inception over 230 employees have applied to act as mentors with
over 50 not-for-profit organisations and social enterprises. In 2011 there
were over 95 active participants as part of employee development
programs.

The target has been exceeded. 46,146 people have already been
through the program since it commenced in 2009.

In December 2010 the Group launched a major initiative with Mission
Australia to address family homelessness in Australia. The strategic
partnership includes funding specific projects as well as developing a
social innovation fund to more affordable housing nationally.
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Incorporate consideration of Environmental, Social and due Further progress has been made with the expansion of our Principles for
Governance (ESG) issues into relevant risk management 2013 Responsible Lending to cover all retail and business customers in all
policies, practices and decision making processes by 2013. brands.

Embed responsible lending and investment practices in key due Across the investment management business and particularly in
processes by 2013. 2013 Advance Asset Management, work has continued to integrate ESG

factors into mainstream investment management in line with BTFG s
commitments under the United Nations Principles of Responsible
Investment. This has included setting out Advance s sustainable
investment philosophy and beliefs , and including ESG related
questions and assessment in the manager review and appointment
process.

1 Scope 1 emissions are all direct GHG emissions generated by the organisation. Scope 2 emissions are GHG emissions from energy
(typically electricity) purchased by the organisation.

2 The 2008 baseline has been adjusted to include St.George Banking Group on a pro forma basis.

10 Westpac Group
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5 year non-financial summary

Non-financial information as at 30 September unless indicated otherwise1

Customer2

Total customers (millions)3

Total online customers  active registrations (millions)
Number of points of bank representation

Number of ATMs

Percentage of Talking ATMs (%)4

NPS5 Westpac Australia  affluent6

NPS Westpac Australia commercial7
NPS Westpac Australia SME7
NPS Westpac New Zealand consumer8

NPS Westpac New Zealand business9

NPS St.George10 consumer6

NPS St.George10 business?

Social Sector Banking Footings ($m)11

Responsible Investment Funds Under Management ($m)12

Employees

Total core full time equivalent staff (number at financial year end)
Employee engagement  Group (%)13

Employee Voluntary Attrition  Aust, NZ and WIB Offshore (%)14
New starter retention (%)15

High performer retention (%)16

Lost time injury frequency ratio (LTIFR) Group17

Women as a percentage of the total workforce  Group (%)
Women in Leadership  Group (%)18

Environment

Total Scope 1 and 2 emissions  Aust and NZ (tonnes CO2-e)19
Total Scope 3 emissions Aust and NZ (tonnes CO2-e)20

Total paper usage Aust and NZ (tonnes)21

Proportion of infrastructure and utilities financing in renewables
and hydro  Aust and NZ (%)22

Finance assessed under the Equator Principles  Group ($m)23

Social

Community investment  Group ($m)24

Community investment as a percentage of pre-tax profits  Group (%)25
Community investment as a percentage of operating profit before
income tax (Cash Earnings basis) Group26

Financial education courses completed27

Supply chain

Total supply chain spend  Aust ($bn)28

Percentage of top 150 suppliers ($ invoiced) screened for
sustainability Aust (%)29

1 n/a indicates information was not collected in the relevant year.

2 Unless otherwise stated, all data from 2009 includes St.George Banking Group.
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3 All customers, primary and secondary, with an active relationship (excludes channel only and potential relationships).

4 ATMs have additional functionality to allow users to plug in an earpiece for verbal instruction to provide additional assistance for visually
impaired users. New indicator 2011.

5 Refers to Net Promoter Score to determine the net percentage of customers who would recommend their Main Financial Institution to a friend
or colleague. Net Promoter ScoreSM is a service mark of Bain & Company, Inc., Satmetrix Systems, Inc., and Mr Frederick Reichheld.

6  Source: Roy Morgan Research, 6BMMA.
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7  Sources: DBM Consultants Business Financial Service Monitor, September 2010-2011, 6MMA; TNS Business Financial Monitor
September 2008-2009, 6MMA.

8  Source: AC Nielsen Consumer Finance Monitor Toplines, 6MMA.
9  Source: TNS New Zealand Business Finance Monitor, September 2011. Four quarter rolling average.

10 NPS consumer and business scores are for the St.George Banking Group. NPS Business Score for 2010 restated from TNS Business
Finance Monitor to DBM Business Financial Services Monitor in order to align with metrics reported by Westpac Retail and Business Banking.

11 Data refers to the total of assets (loans), liabilities (deposits) and funds under management (FUM) of the WRBB business unit dedicated to not
for profit customers. 2010 revised to include footings as at 30 September 2010.

12 Refers to FUM which are managed using sustainable and/or ethical investment processes.

13  Employee engagement score is out of 100; prepared for 2007 to 2010 by Towers Watson. 2011 data collected by Westpac Group using
Towers Watson methodology under license. 2011 data excludes Pacific Banking.

14 Employee Voluntary Attrition refers to the total voluntary separation of permanent employees / 12 month average total permanent headcount
(full time, part time and maximum term employees). Excludes Pacific Banking.

15 Total New Starter retention/12 month rolling New Starter headcount. Full year 2011 includes full time and part time permanent employees
only. Excludes Pacific Banking.

16  Total High Performer Retention/12 month rolling High Performer headcount. Includes full time, part time permanent and maximum term
employees. Excludes Pacific Banking.

17  Lost Time Injury Frequency Ratio (LTIFR) measures injuries per million hours worked.

18 Women in Leadership refers to the proportion of women (permanent and maximum term) in people leadership roles or senior roles of
influence as at 30 September as a proportion of all leaders across the Group. Includes CEO, Executive Team, General Managers, Senior Managers
refers to direct reports to General Managers and the next two levels of management. Aligned to the Equal Opportunity for Women in the Workplace
Agency (EOWA) standard in September 2010. September 2010 has been restated to reflect an accurate decimal place.

19 Refers to Scope 1 and 2 emissions in Australia and New Zealand from 1 July 2010 to 30 June 2011. Prepared in line with the Greenhouse
Gas Protocol, the National Greenhouse and Energy Reporting Act (2007) for Australia, and the Certified Emissions Measurement and Reduction
Scheme (CEMARS) for New Zealand.

20 Scope 3 emissions are GHG emissions from indirect sources (typically from purchased materials, products and services).

21 Total paper consumed (in tonnes) by Westpac Group as reported by its suppliers for the period 1 July 2010 to 30 June 2011. Includes copy
paper and printed materials, including direct mail and marketing documents. Australian figure also includes stationery and kitchen and
bathroom products.

22 Refers to aggregate committed exposures, as per APRA reporting standards.
23 Voluntary principles used to assess project finance activities, full list of Principles can be found at www.equator-principles.com

24 2007 and 2008 was previously disclosed for Australia only and has been revised to include the Group total. 2010 revised to include a one-off
$20 million contribution to the Westpac Foundation, and new methodology for calculating foregone fee revenue.

25 2007 and 2008 was previously disclosed for Australia only and has been revised to include the Group total.
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26 St.George data is included from 2009 onwards. The 2008 ratio is on reported (not pro forma) Cash Earnings.

27  Refers to number of people (staff and otherwise) who have completed a financial education program offered by the Westpac Group.

28 Refers to the total dollars spent in AUD with external suppliers during the reporting period.

29 Refers to the percentage of top 150 suppliers by spend that have provided a self assessment against the Sustainable Supply Chain
Management (SSCM) Code of Conduct and/or SSCM Questionnaire since the introduction of SSCM in 2003.

12 Westpac Group
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Competition
The Westpac Group operates in a highly competitive environment across the regions in which we operate.

We serve the banking and wealth needs of a broad set of customer segments from small businesses to large corporate and institutional clients on
the business side and across all consumer segments. The Westpac Group competes for customers, and their business, with other players across a
wide range of products and services. Our competitors range from large global organisations with broad offerings to entities more focused on specific
regions or products. Our competitors also include a range of other financial services and advisory companies such as banks, investment banks,

credit unions, building societies, mortgage originators, credit card issuers, brokerage firms, fund and asset management companies, insurance
companies and internet-based financial services providers.

Our competitive position is determined by a variety of factors. These factors include:
§ the type of customers or customer segments served;

customer service and convenience;

won

the effectiveness of, and access to, distribution channels;

won»

won»

brand reputation and preference;

won»

the quality, range, innovation and pricing of products and services offered;

won»

technology solutions; and

won»

the talent and experience of our employees.

In Australia, we have seen competition for deposits intensify as some traditional sources of funding, such as securitisation, have become more
difficult. Banks and other financial institutions seek to reduce their reliance on wholesale funding to better position themselves for pending
regulatory liquidity requirements.

We expect competition for lending to also remain intense. In mortgages, the desire of some players to aggressively maintain or grow their market
share using price has seen particularly aggressive competition over the last 12 months and this is expected to continue, particularly if lending
growth remains modest. In business lending, competition is likely to increase when business confidence improves and investment returns.

In our wealth business, we expect competition to increase as financial institutions and industry funds move to capture a greater share of this fast
growing market, particularly in superannuation (or pensions) and financial advice as the market responds to emerging regulatory changes.

The New Zealand economy, which suffered a more significant slowdown in economic activity than Australia during the global financial crisis, is
showing some early signs of improvement. As a result, we expect to see renewed competition for customers business as confidence improves,
notwithstanding that a number of smaller non-bank institutions have exited the New Zealand market.

Outlook1

The Australian economy ended the year to 30 September 2011 a little weaker than it started, with growth easing on the back of lower consumer and
business confidence. The weaker activity has been a function of some domestic uncertainty combined with a heightening of sovereign debt issues
in Europe, and a softer US economy. Despite this, Australia s economic fundamentals remain sound with solid employment, well controlled inflation
and a very robust mining sector. In addition, the Australian authorities retain flexibility with both the monetary and fiscal policy capacity to respond to
any material change in global growth expectations.

Globally, conditions in the developed world remain more challenging with sovereign debt concerns contributing to a slowing of global economic
activity and a weakening in the growth outlook. At the same time the associated disruption in financial markets has increased uncertainty and
impacted global confidence.

In Asia, the region most relevant to Australia, growth has eased but is expected to remain robust as these economies reorientate to internally driven
growth rather than relying on demand from developing nations.
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Given this environment, growth within Australia is expected to remain modest. However, with sound economic foundations, and good support from
Australia s proximity to Asia, output is likely to be stronger and more stable than many other developed nations. For banks, the current consumer
and business caution combined with the growth outlook is likely to see lending growth remain relatively subdued for the medium term with a
stronger deposit outlook.

With a solid operating performance across all divisions, combined with a strong balance sheet, Westpac believes it is well positioned to respond to
this challenging operating environment. Nevertheless, in 2012 the Group will seek to further improve its efficiency to maintain sound returns. This
will include focus on:

§ further building on the productivity initiatives commenced in late 2010, including the implementation of new sourcing arrangements and
further optimising our multi-brand model;

§ continued strengthening of the balance sheet with a particular focus on improving the asset/liability mix;
§ ensuring we gain maximum return from the significant investment already made across the business over recent years; and
§ responding pro-actively and in a disciplined way to the increased regulatory agenda.

The Group will also continue to invest in the year ahead with our approach remaining highly targeted to areas where the greatest opportunities
exist. These include the build-out of Bank of Melbourne, organic expansion in Asia and continuing to improve the sale of wealth and insurance

products via cross sell. Our SIPs investment program is also a key element of this agenda that we expect to continue to enhance and strengthen
our technology infrastructure.

1 All data and opinions under Outlook are generated by our internal economists and management.
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Given our strong starting position and the momentum we carried into the final part of the 2011 financial year, we believe that Westpac is well placed
to continue delivering sound, high quality returns for shareholders.

Significant developments
Tax consolidation following the merger with St.George Bank Limited

On 1 December 2008, Westpac completed its merger with St.George by way of a scheme of arrangement. For tax consolidation purposes, the
consolidation of St.George and Westpac occurred on 31 March 2009. As part of the tax consolidation process, Westpac was required to reset the
tax value of certain St.George Bank assets to the appropriate market value of those assets on 31 March 2009. A number of St.George Bank
derivative contracts were assessed as having a market value, at the time of tax consolidation, higher than their original value. Pending the
determination of the tax consolidation outcome, Westpac s accounting for these contracts had factored in tax on this increase in value.

Following clarification of the interaction between the taxation of financial arrangements (TOFA) legislation and the tax consolidation rules, tax
consolidation relating to the merger with St.George has been finalised. The approach agreed with the Australian Taxation Office (ATO) is that tax is
not required to be paid on the increase in the value of the derivative contracts.

As announced on 26 October 2010, the combined reduction in tax paid/payable was $685 million for the 2009 and 2010 tax years. On

11 March 2011, Westpac announced that for the 2011 to 2014 tax years it had been determined that tax payable will be reduced by $1,110 million
on a straight-line basis over four years. The combined reduction in tax paid/payable will provide a benefit to Westpac s Tier 1 capital ratio by over
64 basis points, of which 34 basis points is reflected in the Tier 1 capital ratio at 30 September 2011. The remaining 30 basis points will be reflected
in the Tier 1 capital ratio evenly over the next three years. For accounting purposes a reduction in income tax expense of $685 million was recorded
in 2010 and $1,110 million in 2011.

Credit ratings

On 6 January 2011, Standards & Poor s announced that it is changing its methodology for determining bank ratings, and published its initial
proposals. On 20 April 2011, Standard & Poor s announced that it had received numerous comments on the proposals and indicated that it expects
to publish its final criteria first, and then take ratings actions soon afterwards in the fourth-quarter of 2011. On 7 October 2011, Standard & Poor s
announced that it remains on track to finalise and implement the criteria on that timetable.

On 18 May 2011, Moody s Investors Service (Moody s) advised us, along with the other major Australian banks, that our long-term, senior
unsecured debt rating was downgraded to Aa2 from Aa1. Further, on 27 May 2011, Moody s advised WNZL, along with the other major New
Zealand banks, that its long-term senior unsecured debt rating was downgraded to Aa3 from Aa2. The outlook for both of these ratings is stable.

Bank of Melbourne

The Group launched the Bank of Melbourne in Victoria on 25 July 2011 by converting 34 branches and 5 corporate banking centres of St.George in
Victoria to the Bank of Melbourne, and opening 14 new Bank of Melbourne branches. Over the next five years, the Bank of Melbourne has plans to
grow to over 100 branches and corporate banking centres and 300 ATMs. Investment involved in launching the Bank of Melbourne, including
establishing the infrastructure to support the new bank, was approximately $108 million for the year ended 30 September 2011.

Liquidity

On 16 December 2010, the Basel Committee on Banking Supervision (BCBS) released the final text of the Basel Il liquidity framework. The
framework introduces two new liquidity measures; the Liquidity Coverage Ratio (LCR) and the Net Stable Funding Ratio (NSFR).

The LCR requires banks to hold sufficient high-quality liquid assets, as defined, to withstand 30 days under an acute stress scenario. As there are
insufficient Government bonds available in the Australian marketplace to allow institutions to meet the LCR, the Reserve Bank of Australia (RBA)
has announced, jointly with the Australian Prudential Regulation Authority (APRA), that it will make available to Australian institutions a committed
secured liquidity facility that can be utilised to meet the LCR requirement. The terms and conditions of this liquidity facility are yet to be determined.

The timetable for implementing the liquidity standard schedules the LCR to be introduced from 1 January 2015 and the NSFR from 1 January 2018.
Both liquidity measures are subject to an observation and review period prior to implementation and as such are potentially subject to modification.

APRA has not yet released draft prudential standards regarding the implementation of the Basel Il liquidity framework in Australia. Until the
Australian standards are released, the full extent of the impact on the Westpac Group is uncertain. Notwithstanding the uncertain requirements,
Westpac expects to increase its holding of high-quality and third party liquid assets.

Capital
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On 16 December 2010 the BCBS released final text of the Basel Ill capital framework. The framework incorporates higher global minimum capital
requirements and the introduction of two new capital buffers. The framework includes:

§ an increase in the minimum common equity requirement from 2.0% to 4.5%;

§ an increase in the minimum Tier 1 capital requirement from 4.0% to 6.0%;

§ a capital conservation buffer at 2.5%, to be met with common equity; and

§ a countercyclical buffer of between 0% to 2.5% to be met with common equity or other fully loss absorbing capital (subject to further BCBS

guidance). The buffer is intended to be applied during times of excess credit growth.

The framework includes a compliance timetable, with phase-in arrangements starting from 1 January 2013 and some elements not becoming fully
effective until 1 January 2019.
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APRA released a discussion paper for consultation in September 2011. Based on the discussion paper, Westpac believes it is well placed to meet
the new capital requirements within the timeframes proposed. However, until APRA s final prudential standards are issued and APRA advises
institutions of their prudential capital ratios, the full extent of the impact on the Westpac Group cannot be confirmed.

Systemically Important Financial Institutions (SIFls)

In July 2011, the BCBS proposed a policy framework which calls on jurisdictions to put in place additional requirements for institutions deemed to
be SIFls. Initially higher loss absorbency and other requirements will be applied to global systemically important financial institutions (G-SIFls). The
BCBS will deliver its final recommendations in November 2011. As the details of the additional regulatory measures and the determination of which
banking institutions will be classified as G-SIFls are not yet finalised, the implications for Westpac cannot be determined at this stage.

Recovery and Resolution Planning

In July 2011, the Financial Stability Board (FSB) issued a consultative document setting out a comprehensive package of proposed policy measures
to improve the capacity of authorities to resolve failing SIFls, without systemic disruption and without exposing taxpayers to risk of loss. As part of
the consultation package, the FSB proposed that a Recovery and Resolution Plan is required for any firm deemed by its home authority to have
systemic importance to the domestic economy. In addition, SIFls will be subject to resolvability assessments to ensure they may be resolved

without severe systemic disruption and taxpayer loss while at the same time protecting systemically important functions. The FSB is to deliver final
recommendations to the Group of Twenty in early November 2011. Until the global standards are finalised and any APRA implementation is
proposed, the full extent of impact on the Westpac Group is uncertain.

OTC Derivatives Reform

The Over the Counter (OTC) derivatives market is undergoing significant reform globally with regulators mandating central clearing for
standardised OTC derivatives; encouraging exchange trading where appropriate; imposing higher capital charges on non-cleared products; and
requiring all transactions to be reported to trade repositories. Locally, the Council of Financial Regulators (APRA, ASIC, RBA and the Australian
Treasury) released a discussion paper on the mandatory clearing of OTC derivatives in Australia in June 2011. The paper covers only the
mandatory clearing element of the OTC reform agenda, with consultation to follow on trading platforms and trade repositories. The issues raised in
the paper are complex, with the Council seeking to establish stakeholders views before any final decision is made.

Westpac is closely monitoring the offshore developments and is actively engaging with local and international regulators, trade associations, banks,
and clearing houses. Work has also commenced to develop a clearing solution to comply with the offshore requirements which capture Westpac s
operations. As both the international and local reforms are not yet finalised, the full extent of the impact on the Westpac Group s operations
remains unclear.

Financial Claims Scheme

On 12 December 2010, the Australian Government announced its intention to confirm the permanent continuance of the Financial Claims Scheme
(FCS). The FCS was established by the Australian Government in 2008, and provides depositors a free guarantee of deposits in eligible Authorised
Deposit-taking Institutions (ADIs) up to and including $1 million. In September 2011 the Australian Government announced a reduced cap to be
introduced from 1 February 2012 of $250,000 per person per institution. The new cap is permanent, subject to continued advice from Australia s
financial regulators that the cap remains appropriate.

The FCS applies to an eligible ADI if APRA has applied for the winding up of the ADI and the responsible Australian Government minister has
declared that the FCS applies to that ADI. The Financial Claims Scheme (ADIs) Levy Act 2008 provides for the imposition of a levy to fund the
excess of certain of APRA s financial claims scheme costs connected with that ADI. The levy would be imposed on liabilities of eligible ADls to
their depositors and cannot be more than 0.5% of the amount of those liabilities.

United States
There are a number of significant regulatory reforms currently occurring in the United States (US). These include:

Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act)

In response to the global financial crisis, new legislation designed to reform the system for supervision and regulation of financial firms in the US
was signed into law on 21 July 2010. The Dodd-Frank Act contains a wide range of provisions that will affect financial institutions operating in the
US, including foreign banks like Westpac. Included among its provisions are reforms designed to reduce systemic risk presented by very large
financial institutions, promote enhanced supervision, regulation, and prudential standards for financial institutions, establish comprehensive
supervision of financial markets, impose new limitations on permissible financial institution activities and investments, expand regulation of the
derivatives markets, protect consumers and investors from financial abuse, and provide the US Government with the tools needed to manage a
financial crisis. Many of the provisions of the Dodd-Frank Act require extensive rulemaking by US regulatory agencies before the provisions become
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effective. The issuance of final rules under the Dodd-Frank Act is far from complete, with the process now extending into 2012. Aside from the
general observations regarding OTC derivatives reform above, until there is greater clarity regarding the final forms of the rules and the
extra-territorial application, it is not possible to assess the full impact of the legislation and the regulations on our operations. However in the event
that some of the rules are implemented in or close to the current draft, significant investment in compliance and reporting programs and changes to
business activities may be required.
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Foreign Account Tax Compliance (FATCA)

Legislation incorporating provisions referred to as FATCA was passed in the US on 18 March 2010. The legislation and subsequent guidance
requires Foreign Financial Institutions (FFls) (such as Westpac) to enter into an FFl agreement by 30 June 2013 and agree to identify and provide
the US Internal Revenue Service (IRS) with information on accounts held by US persons and US-owned foreign entities, or otherwise face 30%
withholding tax on payments made to the FFI from US sources. In addition, FFls that have entered into an FFI agreement will be required to
withhold on certain payments made to FFls that have not entered into an FFI Agreement and account holders who do not respond to requests to
confirm their US person status and/or do not agree to the FFI reporting certain account related information to the IRS. Draft regulations are not
expected before December 2011, with final regulations not expected until late 2012. However, if the FATCA provisions are implemented in or near
to their current form, taking into account guidance issued to date by the US Treasury and IRS, substantial investment in a compliance and reporting
framework would be required.

New Zealand
Regulatory reforms and significant developments in New Zealand include:
Transfer of additional banking operations to Westpac New Zealand Limited on 1 November 2011

Until 1 November 2006, Westpac conducted its banking operations within New Zealand through a branch structure. On that date, and after
extensive consultation with the RBNZ, Westpac adopted a dual registration operating model including a locally incorporated subsidiary, WNZL, to
conduct its consumer and business banking operations in New Zealand, and a branch, Westpac s NZ Branch (NZ Branch) to conduct its
institutional and financial markets operations. The conditions of registration of each of WNZL and NZ Branch are consistent with these operating
model arrangements.

Following an independent review of the structure of the operating model of Westpac s business in New Zealand, the RBNZ, WNZL and Westpac
reached agreement on changes to the operating model. As a result, and pursuant to the Westpac New Zealand Act 2011, the following business
activities and associated employees were transferred from the NZ Branch to WNZL on 1 November 2011:

§ institutional customer deposits;

§ institutional customer transactional banking;

§ institutional customer lending other than trade finance activities;

§ debt capital markets activities carried out in assisting corporates to obtain funding, such as customer loan syndication and securitisation

arrangements, but excluding the debt securities team activities, such as arrangement of commercial paper and bond programmes;

§ corporate advisory; and

§ customer foreign currency accounts.

The NZ Branch has retained its financial markets operations for external customers, including sales and trading of capital markets products and
foreign exchange for corporate and institutional customers, pricing and risk management for interest rate, foreign exchange and commaodity
products for retail, business and institutional customers of WNZL and trading of capital markets products and foreign exchange as principal. In
addition, the NZ Branch has retained its global intra-group financing functions, correspondent bank relationships, debt securities team activities,
such as arrangement of commercial paper and bond programmes, and international business (including trade finance activities but excluding
customer foreign currency accounts).

Open Bank Resolution

On 11 March 2011, the New Zealand Government announced that it is considering options for maintaining confidence in the financial system when
the New Zealand Retail Deposit Guarantee Scheme expires on 31 December 2011. As part of the announcement, the New Zealand Government
indicated that one option for minimising disruption of the financial system and maintaining confidence could be the introduction of Open Bank

Resolution (OBR). OBR contemplates a bank being open for business on the next business day following an insolvency event or event that
triggered putting it under statutory management. The RBNZ s consultation paper recommends that all locally incorporated banks with retail funding
over NZ$1 billion participate in a pre-positioning process and therefore the policy would apply to WNZL. In the event of failure, a bank must be able
to achieve certain outcomes which include being able to freeze accounts and process pending payments, determine customers account balances
on a per account basis, set aside a proportion of account balances that have been frozen, and resume customers access to their transaction and
other accounts on the day following the bank s closure. Initial responses from the banks to the RBNZ s consultation paper were due at the end of
September 2011 and detailed implementation plans from the banks are due by 16 January 2012. The current deadline for being fully pre-positioned
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is 31 December 2012.
NZ Financial Advisers Act

The Financial Advisers Act NZ (the Act) came into full force on 1 July 2011. The Act applies to a financial adviser service or broking service
received by a client in New Zealand, regardless of where the person providing the service is resident, incorporated or carries on business. The Act
requires all providers of financial adviser services to be individually registered and/or authorised by the Financial Markets Authority. The Act creates
an exception for qualifying financial entities (QFEs) such that QFEs employees may give financial advice or make an investment transaction in
relation to certain categories of products of which an entity in the QFE group is the issuer or promoter without being individually registered or
authorised. On 31 March 2011 WNZL was granted QFE status under the Act with the Westpac NZ Branch, BT Funds Management (NZ) Limited
and Westpac Life NZ Ltd as Associated Entities.
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Further tax developments

The Australian Federal Government commissioned Australia s Future Tax System Review (the Henry Review), which is a comprehensive review of
the Australian taxation system (except GST) chaired by the then Secretary to the Treasury, Dr Ken Henry AC. On 2 May 2010, the Federal
Government released the Henry Review report and its initial response. A large proportion of the Henry Review s 138 recommendations were not
dealt with in the Government s initial response. Of the recommendations addressed in its initial response, the Government proposed reducing the
company tax rate to 29% for the 2013 2014 income year and to 28% from the 2014 2015 income year (28% for small business by 2012), and the
gradual increase of the employers compulsory superannuation guarantee from 9% to 12% by 2020. Following the Tax Forum conducted by the
Australian Federal Government in Canberra on 4 October 2011 and 5 October 2011 to discuss tax reform, the Deputy Prime Minister and Treasurer
announced the appointment of a select working group that will look at how the Australian tax system could be improved. Measures that will be
considered by this working group include possible changes to tax losses, the corporate tax rate and the taxation treatment of equity. Until further
detail of any possible changes to the taxation rules are released, and any changes to the law finalised, any impact on Westpac cannot be
determined.

On 11 March 2011 in Mills v Commissioner of Taxation [2011] FCA 205, the Federal Court of Australia handed down a decision which, in essence,
held that a hybrid stapled security that was part of a funding transaction, was subject to the Australian tax anti-avoidance rules. As a result, the
franking credits attached to the distribution to this taxpayer were not creditable and in this instance the issuer will now be required to pay the

Australian Taxation Office the expected tax liability on any distributions paid since the original date of issue to security holders. The taxpayer has
appealed to the Full Federal Court. Unless overturned on appeal, this decision may create uncertainty over the application of the Australian taxation
laws to any potential future hybrid transactions. Westpac will monitor the results of the appeal to determine whether there are any broader impacts.

On 30 March 2011, the Assistant Treasurer announced a review of the tax consolidation provisions dealing with rights to future income and the
residual tax cost setting rules. The Board of Taxation (BoT) considered whether these rules needed to be amended, and, if so, whether any
amendments will take effect retrospectively. The residual tax cost setting rules are the provisions under which amounts were allocated to the
St.George derivatives in the tax consolidation process (and from which deductions are claimed by Westpac under the general taxing provisions).
The BoT completed its review and provided its report to the Assistant Treasurer on 31 May 2011. The Government has not yet released its
response to the report.

Changes to accounting standards

In continuing response to the global financial crisis, governments, regulators and accounting standard setters are working to revise certain
accounting standards. The objective is to achieve convergence towards a single set of high-quality, global and independent accounting standards.
The specific areas that have been targeted include accounting for financial instruments, loan-loss provisioning, off-balance sheet exposures and the
impairment and valuation of financial assets and lease accounting. The Group expects that there will be a number of new standards issued in the
next three years that will require changes to our current accounting approaches.

Further regulatory developments
The Australian Federal Government has embarked on a program of regulatory reform, which will affect Westpac.

This includes:

§ Credit law reform  following the commencement of the National Credit Code on 1 July 2010, new licensing obligations commenced on

1 January 2011 to regulate the activities of credit providers, including obligations requiring licensees to observe responsible lending practices. A
second phase of reform requires credit providers to make available credit guides and for credit assistance providers to provide quotes and proposal
disclosure documents. From 1 January 2012, credit providers will also be required to produce Key Facts Sheets for standard home loans. A number
of other reforms, including reforms relating to the regulation of credit cards, have also been announced, which are scheduled to commence on

1 July 2012.

§ Margin lending reform  from 1 January 2011, margin lending facilities to retail clients have been regulated as financial products under the
Corporations Act. This has resulted in additional conduct and disclosure requirements for issuers and advisors of margin lending facilities.

§ Superannuation changes on 16 December 2010 the Government provided its response to the Super System (Cooper) Review into
Australia s superannuation system. The Government s proposals include the introduction of a simple, low-cost MySuper superannuation product
from 1 July 2013 and an initiative called SuperStream to improve the efficiency of processing superannuation transactions through the use of

technology. The Government has consulted with the industry on the design and implementation of the reforms and has announced that legislation
will be introduced in several tranches over the coming months and in the first half of 2012 to implement the superannuation reforms.
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§ Financial advice changes on 29 August 2011 the Government issued the first tranche of draft legislation and made further announcements
in relation to its Future of Financial Advice (FOFA) reforms aimed at improving consumer trust and confidence in, and the quality of, financial
advice. The second tranche of the draft legislation was released on 28 September 2011 and the first FOFA Bill was introduced into the House of
Representatives on 13 October 2011. The FOFA reforms include a ban on certain conflicted payments and soft dollar benefits, a ban on certain
volume-based payments, a ban on the charging of asset-based fees on borrowed funds, a statutory best interests duty so that financial advisers
must act in the best interests of their clients, and an adviser charging regime where the investor will be required to opt-in every two years to
receive ongoing advice and where advisers will be required to give annual disclosure of ongoing fees and services to investors. The majority of the
proposed reforms are scheduled to commence from 1 July 2012.

§ Privacy law reform  the Privacy Act was first introduced in Australia in 1988. The Privacy Act regulates how personal information is collected,
used, disclosed and, maintained by organisations and grants rights to individuals to access and request the correction of their information. The
Government has released proposed changes to the Privacy Act to strengthen individual s rights under the current National Privacy Principles and

to amend, among other things, how credit reporting is conducted. It is proposed that these reforms and changes yet to be released will be rolled out
in four tranches. No changes to the Privacy Act are expected to take effect prior to mid 2012.

§ The introduction of a new regulatory framework for personal property securities  the Government has introduced a national personal property
securities regime involving a single register and a uniform set of rules, replacing a wide range of complex State and Territory based legislation and
registers. The new regime also makes fundamental changes to the treatment of security interests in personal property. It is anticipated that this
regime will take effect in the first quarter of 2012.

§ Tax discount for interest income  in July 2011, the Government commenced a consultation process on the implementation of a proposed
50% discount on interest income received by individual taxpayers from deposits in ADls, as well as from bonds, debentures and annuity products.

The discount will apply on up to $500 of interest in the first year (2012 13), and $1,000 in subsequent years (1 July 2013 onwards). The closing date
for submissions was 5 August 2011. Until any possible changes to the current law as a result of that consultation process are released, any impact
on Westpac cannot be determined.

§ Covered bonds  on 13 October 2011, the Commonwealth Parliament passed an amendment to the Australian Banking Act 1959 permitting
ADIs to issue covered bonds. Among other things, this legislation caps at 8% the value of an ADI s assets in Australia that can be included in a
cover pool supporting covered bonds.

In addition, the Federal Government has initiated a number of inquiries related to the financial services industry. These include:

§ the inquiry by the Parliamentary Joint Committee on Corporations and Financial Services into the access for small and medium business to
finance, which delivered its report on 28 April 2011. The Government has not yet responded on the recommendations made by the Committee;

§ the Senate inquiry into competition within the banking sector which delivered its report on 6 May 2011. The Government has not yet
responded on the recommendations made by the Senate;

§ requesting that the former Reserve Bank of Australia Governor, Bernie Fraser, undertake a feasibility study on account number portability
and options for greater account transferability. He reported his findings to the Government on 4 July 2011. On 21 August 2011, the Government
released Mr Fraser s report and accepted his recommendations in full. The Government stated that it would establish a working party to finalise
details of reforms aimed at simplifying the process for customers to switch accounts between financial institutions, to be introduced on 1 July 2012;
and

§ the National Disaster Insurance Review which will concentrate on insurance arrangements for individuals and businesses for damage and
loss associated with flood and other natural disasters. The Review Panel provided its report to the Government on 30 September 2011. The
Government has not yet responded to the report.

Westpac continues to review these developments, engage with Government, regulators and industry bodies as appropriate, and amend its systems,
processes and operations to align with regulatory changes as they occur.
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Supervision and regulation
Australia

Within Australia we are subject to supervision and regulation by six principal agencies: the Australian Prudential Regulation Authority (APRA); the
Reserve Bank of Australia (RBA); the Australian Securities and Investments Commission (ASIC); the Australian Securities Exchange (ASX); the

Australian Competition and Consumer Commission (ACCC); and the Australian Transaction Reports and Analysis Centre (AUSTRAC).

APRA is responsible for the prudential supervision of banks, credit unions, building societies, life and general insurance companies, friendly
societies and most superannuation (pension) funds. APRA s roles include establishing and enforcing prudential standards and practices designed
to ensure that, under all reasonable circumstances, financial promises made to customers by the institutions it supervises are met.

As an ADI, we report prudential information to APRA including information in relation to capital adequacy, large exposures, credit quality and
liquidity. Our controlled entities in Australia that are authorised insurers and trustees of superannuation funds are also subject to the APRA
regulatory regime. Reporting is supplemented by consultations, on-site inspections and targeted reviews. Our external auditors also have an
obligation to report on compliance with certain statutory and regulatory banking requirements and on any matters that in their opinion may have the
potential to materially prejudice the interests of depositors and other stakeholders.

Australia s risk-based capital adequacy guidelines are generally consistent with the approach agreed upon by the Basel Committee on Banking
Supervision. Refer to Capital resources Basel capital accord in Section 2.

The RBA is responsible for monetary policy, maintaining financial system stability and promoting the safety and efficiency of the payments system.
The RBA is an active participant in the financial markets, manages Australia s foreign reserves, issues Australian currency notes and serves as
banker to the Australian Government.

ASIC is the national regulator of Australian companies. Its primary responsibility is to regulate and enforce company, consumer credit, financial
markets and financial services laws that protect consumers, investors and creditors. With respect to financial services, it promotes honesty and
fairness by providing consumer protection, using regulatory powers to enforce laws relating to deposit-taking activities, general insurance, life
insurance, superannuation, retirement savings accounts, securities (such as shares, debentures and managed investments) and futures contracts
and financial advice. Since 1 August 2010, ASIC has also been responsible for supervising trading on Australia s domestic licensed markets and of
trading participants.

The ASX operates Australia s primary national market for trading of securities issued by listed companies. Some of our securities (including our
ordinary shares) are listed on the ASX and we therefore have obligations to comply with the ASX Listing Rules, which have statutory backing under
the Corporations Act. The ASX has responsibility for the oversight of listed entities under the ASX Listing Rules and for monitoring and enforcing
compliance with the ASX Operating Rules by market, clearing and settlement participants.

The ACCC is an independent statutory authority responsible for the regulation and prohibition of anti-competitive and unfair market practices and
mergers and acquisitions in Australia. lts broad objective is to administer the Competition and Consumer Act 2010 and related legislation to bring
greater competitiveness, fair trading, consumer protection and product safety to the Australian economy. The ACCC s role in consumer protection
complements that of Australian state and territory consumer affairs agencies that administer the unfair trading legislation of their jurisdictions.

The Australian Government s present policy, known as the four pillars policy , is that there should be no fewer than four major banks to maintain
appropriate levels of competition in the banking sector. Under the Financial Sector (Shareholding) Act, the Australian Government s Treasurer
must approve an entity acquiring a stake of more than 15% in a financial sector company.

Proposals for foreign acquisitions of a stake in Australian banks are subject to the Australian Government s foreign investment policy and, where
required, approval by the Australian Government under the Australian Foreign Acquisitions and Takeovers Act 1975. For further details refer to the
section Limitations affecting security holders in Section 4.

AUSTRAC oversees the compliance of Australian reporting entities including Westpac, within the requirements under the Anti-Money Laundering
and Counter-Terrorism Financing Act 2006 and the Financial Transaction Reports Act 1988.

These requirements include:
§ implementing programs for identifying and monitoring customers, and for managing the risks of money laundering and terrorism financing;

§ reporting suspicious matters, threshold transactions and international funds transfer instructions; and
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AUSTRAC provides financial information to state, territory and Australian federal law enforcement, security, social justice and revenue agencies,
and certain international counterparts.
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New Zealand

The RBNZ is responsible for supervising New Zealand registered banks. The New Zealand prudential supervision regime requires that registered
banks publish quarterly disclosure statements, which contain information on financial performance and risk positions as well as attestations by the
directors about the bank s compliance with its conditions of registration and certain other matters.

United States

Our New York branch is a US federally licensed branch and, as such, is subject to supervision, examination and extensive regulation by the US
Office of the Comptroller of the Currency, and the Board of Governors of the Federal Reserve System (the US Federal Reserve) under the

US International Banking Act of 1978 (IBA) and related regulations. Under the IBA, we may not open any branch, agency or representative office in
the US or acquire more than 5% of the voting stock of any US bank without the prior approval of the US Federal Reserve.

A US federal branch must maintain, with a US Federal Reserve member bank, a capital equivalency deposit as prescribed by the US Comptroller of
the Currency in an amount which is the greater of:

§ the amount of capital that would be required of a national bank organised at the same location; or

§ 5% of the total liabilities (excluding, among other things, liabilities to affiliates and liabilities of any international banking facilities) of the US
federal branch.

In addition, a US federal branch is examined by the US Comptroller of the Currency at least once each calendar year. The examination covers risk
management, operations, credit and asset quality, and compliance with the record-keeping and reporting requirements that apply to national banks,
including the maintenance of its accounts and records separate from those of the foreign bank, and any additional requirements prescribed by the
US Compitroller of the Currency.

A US federal branch of a foreign bank is, by virtue of the IBA, subject to the receivership powers exercisable by the US Comptroller of the Currency.

At this time we have not elected to become, and therefore we are not, a financial holding company as defined in the Gramm-Leach-Bliley Act of
1999.

Anti-money laundering regulation
Australia

Westpac has a Group-wide program to manage its obligations under the Anti-Money Laundering and Counter-Terrorism Financing Act 2006. We
continue to actively consult with the regulator, AUSTRAC, on our activities.

United States

The USA Patriot Act requires US financial institutions, including the US branches of foreign banks, to take certain steps to prevent, detect and
report individuals and entities involved in international money laundering and the financing of terrorism. The required actions include verifying the
identity of financial institutions, terminating correspondent accounts for foreign shell banks and obtaining information about the owners of foreign
bank clients and the identity of the foreign bank s agent for service of process in the US. The anti-money laundering compliance requirements of
the USA Patriot Act include requirements to adopt and implement an effective anti-money laundering program, report suspicious transactions or
activities, and implement due diligence procedures for correspondent and other customer accounts.

Outsourcing contracts
Westpac s significant long-term contracts are summarised in Note 34 to the financial statements.
Legal proceedings

Our entities are defendants from time-to-time in legal proceedings arising from the conduct of our business and material legal proceedings, if any,
are described in Note 36 to the financial statements. An assessment of likely losses is made on a case-by-case basis for the purposes of the
financial statements.

Westpac is aware that class action proceedings relating to exception fees have been commenced against one Australian bank, and that
proceedings may be commenced against other Australian banks, including Westpac. At this stage no such proceedings have been commenced
against Westpac.
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Principal office

Our principal office is located at 275 Kent Street, Sydney, New South Wales, 2000, Australia. Our telephone number for calls within Australia is
132 032 and our international telephone number is (+61) 2 9293 9270.
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Introduction
This statement describes our corporate governance framework, policies and practices as at 2 November 2011.
Framework and approach

Our approach to corporate governance is based on a set of values and behaviours that underpin day-to-day activities, provide transparency and fair
dealing, and seek to protect stakeholder interests.

This approach includes a commitment to excellence in governance standards, which Westpac sees as fundamental to the sustainability of our
business and our performance. It includes monitoring local and global developments in corporate governance and assessing their implications.

Australia

We comply with the Corporations Act 2001 (Corporations Act) and the ASX Corporate Governance Principles and Recommendations (ASXCGC
Recommendations) published by the ASX Corporate Governance Council (ASXCGC). As an ADI, we must also comply with governance
requirements prescribed by APRA under Prudential Standard APS 510 Governance.

This statement addresses each of the eight ASXCGC Recommendations with an explanation of our corporate governance practices, demonstrating
our compliance with each Recommendation. A checklist summarising our compliance is included at the end of this statement.

Further details about the ASXCGC Recommendations can be found on the ASX Limited (ASX) website www.asx.com.au.
New Zealand

Westpac also has ordinary shares quoted on the NZSX, which is the main board equity security market operated by NZX Limited (NZX). As an
overseas listed issuer in New Zealand, we are deemed to satisfy and comply with the NZSX Listing Rules, provided that we remain listed on the
ASX and comply with the ASX Listing Rules.

The ASX, through the ASXCGC Recommendations, and NZX have adopted a similar comply or explain general approach to corporate
governance. However, the ASXCGC Recommendations may materially differ from the corporate governance rules and the principles of NZX s
Corporate Governance Best Practice Code.

United States

Westpac has American Depositary Shares (ADS) representing its ordinary shares quoted on the New York Stock Exchange (NYSE). Under the
NYSE listing rules,

foreign private issuers are permitted to follow home country practice in respect of corporate governance in lieu of the NYSE listing rules. However,
we are still required to comply with certain audit committee and additional notification requirements.

We comply in all material respects with all NYSE listing rules applicable to us.

Under the NYSE listing rules, foreign private issuers are required to disclose any significant ways in which their corporate governance practices
differ from those followed by domestic United States companies. We have compared our corporate governance practices to the corporate
governance requirements of the NYSE listing rules and note the significant differences below.

The NYSE listing rules require that, subject to limited exceptions, shareholders be given the opportunity to vote on equity compensation plans and
material revisions to those plans.

In Australia there are no laws or securities exchange listing rules that require shareholder approval of equity based incentive plans or individual
grants under those plans (other than for Directors, including the Chief Executive Officer (CEQO)).

Westpac s employee equity plans have been disclosed in the Remuneration Report in Section 9 of the 2011 Directors report, which is subject to a
non-binding shareholder vote at the Annual General Meeting (AGM) and grants to our CEO are approved by shareholders. The details of all grants
under our equity-based incentive plans have been disclosed in Note 25 of our financial statements for the year ended 30 September 2011.

The NYSE listing rules provide that the Nominations Committee s responsibilities should include selecting, or recommending that the Board select,
the Director nominees for the next annual meeting for shareholders, and overseeing the evaluation of the Board. The Westpac Board, rather than
the Nominations Committee, reviews and recommends the Director nominees for election at the AGM and undertakes an annual review of its
performance.
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Websites

This statement and a range of documents referred to in it are available on our corporate governance website at www.westpac.com.au/corpgov. This
website is regularly updated and contains copies and summaries of our charters, principles and policies.

These documents are also available to our shareholders in print from our Investor Relations department.
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Governance framework

From time to time the Board may form other Committees or request Directors to undertake specific extra duties. In 2010, the Board introduced a
temporary Committee to provide specific focus on Health, Safety and Wellbeing across the Group.

The Executive Team, Disclosure Committee and Executive Risk Committees sit beneath the CEO and the Board Committees to implement
Board-approved strategies, policies and management of risk across the Group.

22 Westpac Group
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Corporate governance

Board, Committees and oversight of management

Board of Directors
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Roles and responsibilities

The Board Charter outlines the roles and responsibilities of the Board. Key responsibilities in summary are:

§ approving the strategic direction of Westpac Group;
§ evaluating Board performance and determining Board size and composition;
§ appointing and determining the duration, remuneration and other terms of appointment of the CEO and Chief Financial Officer (CFO), and

ratifying the appointments of other senior executives;

§ evaluating the performance of the CEO and CFO, and monitoring the performance of other senior executives;

won

succession planning for the Board, CEO and CFO;

won»

approving the annual budget and financial statements and monitoring performance against the approved budget;

won»

determining our dividend policy;

won»

determining our capital structure;

won»

approving our risk management strategy and frameworks, and monitoring their effectiveness;

§ considering the social, ethical and environmental impact of our activities and monitoring compliance with our sustainability policies and
practices;

§ monitoring Occupational Health and Safety (OHS) issues in Westpac Group and considering appropriate OHS reports and information;
§ maintaining an ongoing dialogue with Westpac s auditors and, where appropriate, principal regulators; and

§ internal governance including delegated authorities, policies for appointments to our controlled entity Boards and monitoring resources

available to senior executives.
Delegated authority
The Constitution and the Board Charter enable the Board to delegate to Committees and management.

The roles and responsibilities delegated to the Board Committees are captured in the Charters of each of the six established Committees, namely:

Audit;

won»

won»

Risk Management;

Nominations;

won»

Remuneration;

won»

won»

Sustainability; and

won»

Technology.
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The Delegated Authority Policy Framework outlines principles to govern decision-making within the Group, including appropriate escalation and
reporting to the Board. The Board has also delegated to the CEO, and through the CEO to other executives, responsibility for the day-to-day
management of our business. The scope of, and limitations to, management delegated authority is clearly documented and covers areas such as
operating and capital expenditure, funding and securitisation, and lending. These delegations balance effective oversight with appropriate
empowerment and accountability of management.

Independence

Together, the Board members have a broad range of relevant financial and other skills and knowledge, combined with the extensive experience
necessary to guide our business. Details are set out in Section 1 of the 2011 Directors report.

All of our Non-executive Directors satisfy our criteria for independence, which are consistent with those applied by the NYSE.

The Board assesses the independence of our Directors on appointment and annually. Each Director provides an annual attestation of his or her
interests and independence.

Directors are considered independent if they are independent of management and free from any business or other relationship that could materially
interfere with, or reasonably be perceived to materially interfere with, the exercise of their unfettered and independent judgment. Materiality is
assessed on a case by case basis by reference to each Director s individual circumstances rather than by applying general materiality thresholds.
The assessment has regard to the criteria applied by the NYSE and US Securities and Exchange Commission (SEC).

Each Director is expected to disclose any business or other relationship that he or she has directly, or as a partner, shareholder or officer of a
company or other entity that has an interest with Westpac or a related entity. The Board considers information about any such interests or
relationships, including any related financial or other details, when it assesses the Director s independence.
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Size and membership of Board Committees as at 30 September 2011

Ted Evans

John Curtis

Gail Kelly

Elizabeth
Bryan

Gordon
Cairns

Peter
Hawkins

Carolyn
Hewson

Lindsay
Maxsted

Graham
Reaney

Peter Wilson

Status

Chairman,
Non-executive,
Independent

Deputy Chairman,
Non-executive,
Independent

CEO, Executive

Non-executive,
Independent

Non-executive,
Independent

Non-executive,
Independent

Non-executive,
Independent

Non-executive,
Independent

Non-executive,
Independent

Non-executive,
Independent

Board Audit
Committee

Chair

Board Risk
Management
Committee

Chair

This table shows membership of standing Committees of the Board.

Board
Nominations
Committee

Chair

Board
Remuneration
Committee

Chair

Board Board
Sustainability Technology
Committee Committee

Chair

Chair

The charts below demonstrate that our Board comprises a majority of independent Directors and the tenure of our current Directors.
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Length of tenure of Non-executive Directors
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Balance of Non-executive and executive Directors
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The Chairman

The Board elects one of the independent Non-executive Directors as Chairman. Our current Chairman is Ted Evans, who will retire following the
2011 AGM on 14 December 2011. Ted Evans will be succeeded as Chairman by Lindsay Maxsted. The Chairman s role includes:

§ providing effective leadership to the Board in relation to all Board matters;
§ guiding the agenda and conducting all Board meetings;
§ in conjunction with the Company Secretary, arranging regular Board meetings throughout the year, confirming that minutes of meetings

accurately record decisions taken and, where appropriate, the views of individual Directors;

overseeing the process for appraising Directors and the Board as a whole;

won»

overseeing Board succession;

won»

won»

acting as a conduit between management and Board, and being the primary point of communication between the Board and CEO;

won»

representing the views of the Board to the public; and

§ taking a leading role in creating and maintaining an effective corporate governance system.
The Deputy Chairman

Our Deputy Chairman is John Curtis. The Deputy Chairman s role includes:

§ chairing Board and shareholder meetings when the Chairman is unable to do so; and
§ undertaking additional matters on the Chairman s behalf, as requested by the Chairman.
CEO

Our CEQ is Gail Kelly. The CEO s role includes:

§ leadership of the management team;

§ developing strategic objectives for the business; and

§ the day-to-day management of the Group s operations.
Board meetings

The Board has 10 scheduled meetings each year, with additional meetings held as required. In July each year the Board discusses our strategic
plan and approves our overall strategic direction. The Board also conducts a half year review of our strategy. The Board conducts workshops on
specific subjects relevant to our business throughout the year. Board meetings are characterised by robust exchanges of views, with Directors
bringing their experience and independent judgment to bear on the issues and decisions at hand.

Non-executive Directors regularly meet without management present, so that they can discuss issues appropriate to such a forum. In all other
respects, senior executives are invited to participate in Board meetings. They also are available to be contacted by Directors between meetings.

Meetings attended by Directors for the 2011 financial year are reported in Section 8 of the 2011 Directors report.
Nomination and appointment

The Board Nominations Committee is responsible for:
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§ developing and reviewing policies on Board composition, strategic function and size;

§ reviewing and making recommendations to the Board annually on diversity generally within the Westpac Group, measurable objectives for
achieving diversity and progress in achieving those objectives;

won»

planning succession of the Non-executive Directors;

developing and implementing induction programs for new Directors and ongoing education for existing Directors;

won

won

developing eligibility criteria for the appointment of Directors;

won

recommending appointment of Directors to the Board; and

considering and recommending candidates for appointment to the Boards of relevant subsidiaries.

won

Westpac seeks to maintain a Board of Directors with a broad range of financial and other skills, experience and knowledge necessary to guide the
business of the Westpac Group.

The Board Nominations Committee considers and makes recommendations to the Board on candidates for appointment as Directors. Such
recommendations pay particular attention to the mix of skills, experience, expertise, diversity and other qualities of existing Directors, and how the
candidate s attributes will balance and complement those qualities. External consultants are used to access a wide base of potential Directors.

New Directors receive an induction pack which includes a letter of appointment setting out the expectations of the role, conditions of appointment
including the expected term of appointment, and remuneration. This letter conforms to the ASXCGC Recommendations.

The attendance of Board Nominations Committee members at the Committee s meetings is set out in Section 8 of the 2011 Directors report.
Term of office

The Board may appoint a new Director, either to fill a casual vacancy or as an addition to the existing Directors, provided the total number of
Directors does not exceed 15 Non-executive Directors and three Executive Directors. Except for the Managing Director, a Director appointed by the
Board holds office only until the close of the next AGM but is eligible for election by shareholders at that meeting.

Our constitution states that at each AGM, one-third of our Directors, and any other Director who has held office for three or more years since their
last election, must retire. In determining the number of Directors to retire by rotation, no account is to be taken of Directors holding casual vacancy
positions or of the CEO. The Directors to retire by rotation are those who have been the longest in office. A retiring Director holds office until the
conclusion of the meeting at which he or she retires but is eligible for re-election by shareholders at that meeting.
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The Board makes recommendations concerning the election or re-election of any Director by shareholders. In considering whether to support a
candidate, the Board takes into account the results of the Board performance evaluation conducted during the year. In addition to information on the
candidates provided to shareholders in the Notice of Meeting, the candidates are invited to give a short presentation at the AGM.

The Board has a Tenure Policy, which limits the maximum tenure of office that any Non-executive Director other than the Chairman may serve to
nine years, from the date of first election by shareholders. The maximum tenure for the Chairman is 12 years (inclusive of any term as a Director
prior to being elected as Chairman), from the date of first election by shareholders. The Board, on its initiative and on an exceptional basis, may
exercise discretion to extend the maximum terms specified above where it considers that such an extension would benefit the company. Such
discretion will be exercised on an annual basis and the Director concerned will be required to stand for re-election annually.

Education

On appointment, all Directors are offered an induction program appropriate to their experience to familiarise them with our business, strategy and
any current issues before the Board. The induction program includes meetings with the Chairman, the CEO, the Board Committee Chairs, each
Group Executive and the Chief Strategy Officer.

The Board encourages Directors to continue their education by participating in workshops held throughout the year, attending relevant site visits
and undertaking relevant external education.

Access to information and advice

All Directors have unrestricted access to company records and information, and receive regular detailed financial and operational reports from
executive management. Each Director also enters into an access and indemnity agreement which, among other things, provides for access to
documents for up to seven years after his or her retirement as a Director.

The Chairman and other Non-executive Directors regularly consult with the CEO, CFO and other senior executives, and may consult with, and
request additional information from, any of our employees.

All Directors have access to advice from the Group Executive, Counsel & Secretariat.

In addition, the Board collectively, and all Directors individually, have the right to seek independent professional advice, at our expense, to help
them carry out their responsibilities. While the Chairman s prior approval is needed, it may not be unreasonably withheld.

Company Secretaries

We have two Company Secretaries appointed by the Board. The Group Executive, Counsel & Secretariat attends Board and Committee meetings
and is responsible for providing Directors with advice on legal and corporate governance issues. The Company Secretary is responsible for the
operation of the secretariat function, including implementing our governance framework and, in conjunction with management, giving practical effect
to the Board s decisions.

Profiles of our Company Secretaries are set out in Section 1 of the 2011 Directors report.
Committees
Composition and independence

Committee members are chosen for the skills and experience they can contribute to the respective Committees. All of the Committees comprise
independent Non-executive Directors. The CEO is also a member of the Board Sustainability and Board Technology Committees.

Operation and reporting

Scheduled meetings of the Board Committees occur quarterly, with the exception of the Board Sustainability and Board Technology Committees
which have scheduled meetings three times a year. All Committees are able to meet more frequently as necessary. Each Committee is entitled to
the resources and information it requires and has direct access to our employees and advisers. The CEO attends all Committee meetings, except
where she has a material personal interest in a matter being considered. Senior executives and other selected employees are invited to attend
Committee meetings as required. All Directors receive all Committee papers and can attend any Committee meeting, provided there is no conflict of
interest.

Performance
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Board, Committees and Directors
The Board undertakes ongoing self-assessment as well as commissioning an annual performance review by an independent consultant.

The performance review process conducted in 2011 included interviews by an independent assessor with Directors and all senior executives. The
review was wide-ranging, with outputs collected and analysed and presented to the Board. The Board discussed the results and agreed follow up
action on matters relating to Board composition, process and priorities.

The Chairman also discussed the results with individual Directors and Committee Chairs. The full Board (excluding the Chairman) reviewed the
results of the performance review of the Chairman. These results were then privately discussed between the Chairman and Deputy Chairman.

Management

The Board, in conjunction with its Board Remuneration Committee, is responsible for approving the performance objectives and measures for the
CEO and other senior executives, and providing input into the evaluation of performance against these objectives. The Board Risk Management
Committee also refers to the Board Remuneration Committee any matters that come to its attention that are relevant with respect to remuneration
policy or practices.

Management performance evaluations for the 2011 financial year are conducted following the end of the 2011 financial year.
There is a further discussion on performance in the Remuneration Report in the 2011 Directors report.

All new senior executives are provided with extensive briefing on our strategies and operations, and the respective roles and responsibilities of the
Board and senior management.
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Advisory Boards

The Westpac Group operates a multi-brand strategy with each brand having its own unique identity and market position. Westpac maintains an
Advisory Board for each of BankSA and Bank of Melbourne. Each assists in preserving the unique identity of these brands within the overall
multi-brand strategy of the Westpac Group through oversight of management reports in relation to their brand health and positioning.

In particular, the Advisory Boards are responsible for:
§ overseeing management s strategies and initiatives to continue to strengthen the unique brand position and identity;

§ overseeing the management of the relevant brand so as to promote and preserve its distinct position and identity and align brand values with
those of the relevant communities served;

§ considering and assessing reports provided by management on the health of the relevant brand;

§ acting as ambassadors for the relevant bank, including through supporting community and major corporate promotional events to assist in
building relationships with the bank s customers, local communities and the business and government sector, and advising senior management on
community matters relevant to the provision of financial services in the community it serves; and

§ alerting management to local market opportunities and issues of which Advisory Board members are aware that would enhance the
provision of services to customers and potential customers and the position of the bank in its local communities.

Ethical and responsible decision-making
Code of Conduct and Principles for Doing Business

Our Code of Conduct sets out six values that we believe will maintain the trust and confidence placed in us by our customers, shareholders,
suppliers and the community at large. We recognise that this trust can only be retained by acting ethically and responsibly in all our dealings and by
seeking to continually improve in all that we do. The Code of Conduct applies to all of our employees and contractors and is supported by the
Board. The six values are that:

won»

we act with honesty and integrity;

won

we comply with laws and with our policies;

won

we respect confidentiality and do not misuse information;

won

we value and maintain our professionalism;

won

we work as a team; and

§ we manage conflicts of interest responsibly.

Our Principles for Doing Business (the Principles) set out how we aim to conduct ourselves across our business in the areas of:

won»

governance and ethical practices;

won

customers;

won»

employees;

won»

environment;

won»

community; and
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The Principles are also aligned with significant global initiatives that promote responsible business practices. Our Principles apply to all Directors
and employees.

We also have a range of internal guidelines, communications and training processes and tools, including an online learning module entitled Doing
the Right Thing , which apply to and support our Code of Conduct and the Principles.

Key policies

In addition to our Code of Conduct and the Principles, we have a number of key policies to manage our compliance and human resource
requirements. We also voluntarily subscribe to a range of external industry codes, such as the Code of Banking Practice and the Electronic Funds
Transfer Code of Conduct.

Code of Ethics for Senior Finance Officers

The Code of Accounting Practice and Financial Reporting (the Code) complements our Code of Conduct. The Code is designed to assist the CEO,
CFO and other principal financial officers in applying the highest ethical standards to the performance of their duties and responsibilities with
respect to accounting practice and financial reporting. The Code requires that those officers:

§ act honestly and ethically, particularly with respect to conflicts of interest;

won»

provide full, fair, accurate and timely disclosure in reporting and other communications;

won»

comply with applicable laws, rules and regulations;

won»

promptly report violations of the Code; and

be accountable for adherence to the Code.

won»

Conflicts of interest

Westpac has a conflicts of interest framework, which includes a Group policy supported by more specific policies and guidelines aimed at
recognising and managing potential conflicts.

The Board

All Directors are required to disclose any actual or potential conflict of interest upon appointment and are required to keep these disclosures to the
Board up to date.

Any Director with a material personal interest in a matter being considered by the Board must declare their interest and, unless the Board resolves
otherwise, may not be present during the boardroom discussions or vote on the relevant matter.
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Our employees

Our employees are not permitted to participate in activities that involve a conflict with their duties and responsibilities or which are prejudicial to our
business. We expect our employees to:

§ manage conflicts of interest;
§ obtain consent from senior management before accepting a directorship on the board of a non-Westpac Group company;
§ disclose any material interests they have with our customers or suppliers to their manager and not be involved with customer relationships

where they have such an interest;

§ not participate in business activities outside their employment with us (whether as a principal, partner, director, agent, guarantor, investor or
employee) without approval or when it could adversely affect their ability to carry out their duties and responsibilities; and

§ not solicit, accept or offer money, gifts, favours or entertainment which might influence, or might appear to influence, their business
judgment.

Fit and Proper Person assessments

Our Fit and Proper Policy complies with the related APRA Prudential Standards and ASIC guidelines. In accordance with that policy, we assess the
fitness and propriety of our Directors and also of employees who perform specified roles. The Chairman of the Board (and in the case of the
Chairman, the Westpac Board) is responsible for assessing the main Board Directors, Non-executive Directors on subsidiary Boards and Group
Executives. An executive Fit and Proper Committee assesses other employees. In all cases the individual is asked to provide a detailed declaration
and background checks are undertaken. Assessments are performed upon appointment to the relevant position and are re-assessed annually.

Concern reporting and whistleblower protection

Under our Whistleblower Protection Policy, our employees are encouraged to raise any concerns of activities or behaviour that may be unlawful or
unethical with management, the human resources team, the compliance team or the Financial Crime Management business unit. Concerns may
include suspected breaches of the Code of Conduct, the Principles for Doing Business and any internal policy or regulatory requirement.

Employees can raise possible wrongdoings on an anonymous basis. Employees may choose to involve the Whistleblower Protection Officer, who is
responsible for protecting the employee against disadvantage.

We investigate reported concerns in a manner that is fair and objective to all people involved. If the investigation shows that wrongdoing has
occurred, we are committed to changing our processes and taking action in relation to employees who have behaved incorrectly. Where illegal
conduct has occurred, this may involve reporting the matter to relevant authorities.

The concern reporting system meets all relevant Australian and New Zealand legislative requirements, including the Australian Standard AS8004
(Whistleblower Protection Programs for Entities), in addition to our obligations under the United States Sarbanes-Oxley Act of 2002. The system is
monitored and reviewed annually and statistics about concerns raised are reported quarterly to both the Board Risk Management Committee and
the Westpac Group Operational Risk & Compliance Committee.

Securities trading

Under the Westpac Group Securities Trading Policy, Westpac Directors and all Westpac employees are restricted from dealing in our shares and
other financial products if they possess inside information. They are also prohibited from passing on inside information to others who may use that
information to trade in securities. In addition, Directors and any employees who, because of their seniority or the nature of their position, may have
access to material non-public information about Westpac (Prescribed Employees), are subject to further restrictions, including prohibitions on
trading prior to and immediately following annual and half year profit announcements.

We manage and monitor our obligations through:

§ the insider trading provisions of our policy, which prohibit any dealing in any securities where a Director or employee has access to inside
information that may affect the price of those securities;

§ the new issues provisions of our policy, which place limitations upon Directors and employees participating in a new product issue where
their position puts them in a real or perceived position of conflict of interest;
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§ restrictions limiting the periods in which the Directors and Prescribed Employees can trade in our shares or other company securities
(Blackout Periods);

§ requiring Directors and Prescribed Employees to notify their intention to trade outside Blackout Periods and confirm that they have no inside
information;

§ monitoring the trading of Westpac securities by Directors and Prescribed Employees;

§ maintaining a register of Prescribed Employees, which is regularly updated;

§ notifying ASX of trades by Directors of Westpac securities as required under the ASX Listing Rules; and

§ forbidding employees from entering into hedging arrangements in relation to their unvested employee shares or securities, whether directly
or indirectly.
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Diversity

Westpac Group has recently adopted a Group Diversity Policy that sets out the diversity initiatives for the Westpac Group. In this context, diversity
covers gender, age, ethnicity, cultural background, sexual orientation and religious beliefs.

The objectives of the policy are to ensure that the Westpac Group:

§ has a workforce profile that delivers competitive advantage through the ability to garner a deep understanding of customer needs;
§ has a truly inclusive workplace where every individual can shine regardless of gender, cultural identity, age, work style or approach;
§ leverages the value of diversity for all our stakeholders to deliver the best customer experience, improved financial performance and a

stronger corporate reputation; and

§ continues to take a leadership position on diversity practices and setting the agenda in the external community.

To achieve these objectives we:

§ have Board determined, measurable objectives for achieving gender diversity. The Board will assess annually both the objectives and
progress in achieving them;

§ will assess pay equity on an annual basis;

§ will encourage and support the application of flexibility policy into practice across the business;

§ will meet our commitment to the Australian Employment Covenant to assist Indigenous Australians to access employment across our
brands; and

§ will implement our Accessibility Action Plan for employees and customers with a disability, including providing employment opportunities for

people with disabilities.
The implementation of these objectives is overseen by the Westpac Group Diversity Council chaired by the CEO.

The Board, or an appropriate Committee of the Board, will receive regular updates from the Westpac Group Diversity Council on these diversity
initiatives.

We will also continue to listen to the needs of our employees through our employee surveys and specific diversity focused surveys.

In October 2010, the Board set a measurable objective to increase the proportion of women in leadership roles (over 4,000 leaders from our
executive team through to our bank managers) from 33% to 40% by 2014.

At 30 September 2011, the proportion of women employed by Westpac Group was as follows:

§ Board of Directors: 30%;
§ leadership1 roles: 37.5%; and
§ total Westpac workforce: 61%.

Corporate sustainability

We view sustainable and responsible business practices as important for our business and to add shareholder value. This means conducting our
business in a responsible, trustworthy and ethical manner, while accepting accountability for our impacts on society and the environment.

We are committed to transparency and fair dealing, treating employees and customers responsibly, and having solid links with the community.
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Reporting

We report on our social, ethical and environmental performance as a part of the Annual Review and Sustainability Report and Annual Report, and
provide additional detailed information on our website. Where appropriate, we include what we believe are the most material environmental, social
and governance metrics within our financial results announcements.

Our management and our reporting of sustainability aim to address the issues that we believe are the most material for our business and
stakeholders. We understand that this is an evolving agenda and seek to progressively embed the management of sustainability issues into
business as usual practice.

We follow the Global Reporting Initiative reporting framework.

The sustainability content of the Annual Review and Sustainability Report and the additional reporting on our website is independently assured
against the AA1000 Assurance Standard. This assurance process not only tests the integrity of the data, but also tests the effectiveness of our
underlying systems and processes, and the extent to which corporate responsibility and sustainability policies and processes are embedded across
our organisation.

In addition, we actively participate in various independent external assessments by authoritative sustainability and governance rating organisations
benchmarking us against the highest standards of governance.

Board Sustainability Committee

The Board Sustainability Committee oversees and provides guidance regarding our commitment to operate our business ethically, responsibly and
sustainably, consistent with the changing demands of society.

1 Women in Leadership refers to the proportion of women (permanent and maximum term) in people leadership roles or senior roles of
influence as at 30 September as a proportion of all leaders across the Group. It includes the CEO, Executive Team, General Managers, Senior
Managers as direct reports to General Managers and the next two levels of management.
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The Board Sustainability Committee:

§ reviews the social, environmental and ethical impacts of our policies and practices;

§ oversees initiatives to enhance our sustainability;

§ sets standards for our sustainability policies and practices, and monitors compliance with these policies and practices;

§ reviews sustainability strategies, objectives and performance, including in-depth discussions with management on specific current and

emerging issues; and
§ reviews and approves sustainability reporting.
Financial reporting

Approach to financial reporting

Our approach to financial reporting reflects three core principles:

§ that our financial reports present a true and fair view;
§ that our accounting methods comply with applicable accounting rules and policies; and
§ that our external auditor is independent and serves security holders interests.

The Board, through the Board Audit Committee, monitors Australian and international developments relevant to these principles, and reviews our
practices accordingly.

The Board delegates oversight responsibility for risk management between the Board Audit Committee and the Board Risk Management
Committee.

Board Audit Committee

The Board Audit Committee oversees all matters concerning:

§ the integrity of the financial statements and financial reporting systems;

§ the external auditor s qualifications, performance, independence and fees;

§ oversight and performance of the internal audit function;

§ compliance with financial reporting and related regulatory requirements (in conjunction with the Board Risk Management Committee, this

includes oversight of APRA and ASIC statutory reporting requirements); and

§ procedures for the receipt, retention and treatment of financial complaints, including accounting, internal accounting controls or auditing
matters, and the confidential reporting by employees of concerns regarding accounting or auditing matters.

The Board Audit Committee reviews and assesses:

§ any significant estimates and judgments in financial reports, and monitors the methods used to account for unusual transactions;

§ the processes used to monitor and comply with laws, regulations and other requirements relating to external reporting of financial and
non-financial information;
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§ the major financial risk exposures; and
§ the process surrounding the disclosures made by the CEO and CFO in connection with their personal certifications of the annual financial
statements.

The Board Audit Committee conducts regular discussions with:

§ the Board Risk Management Committee, CFO, Chief Risk Officer (CRO), Group Assurance (our internal audit function), management and
the external auditor, about our major financial risk exposures and the steps management has taken to monitor and control such exposures;

§ the external auditor concerning their audit and any significant findings, and the adequacy of management s responses;
§ management and the external auditor concerning the half year and annual financial statements;
§ management and the external auditor regarding any correspondence, with regulators or government agencies, and reports that raise issues

of a material nature; and

§ the Group Executive, Counsel & Secretariat regarding any legal matters that may have a material impact on the financial statements and/or
our compliance with financial reporting and related regulatory policies.

The Board Audit Committee meets with the external auditor without management being present at each meeting. Periodically the Board Audit
Committee meets with the General Manager, Group Assurance without management.

Financial knowledge
The Board Audit Committee comprises nine independent, Non-executive Directors.

All Board Audit Committee members have appropriate financial experience, an understanding of the financial services industry and satisfy the
independence requirements under the ASXCGC Recommendations, the United States Securities Exchange Act of 1934 (as amended) and its
related rules, and the rules of the NYSE.

The Board has determined that Lindsay Maxsted, Chairman of the Board Audit Committee, is an audit committee financial expert and independent
in accordance with US securities law.

The designation of Lindsay Maxsted as an audit committee financial expert does not impose duties, obligations or liability on him that are greater
than those imposed on him as a Board Audit Committee member, and does not affect the duties, obligations or liability of any other Board Audit
Committee member or Board member. Audit committee financial experts are not deemed as an expert for any other purpose.

The Board Audit Committee s membership is set out in the table entitled Size and membership of Board Committees as at 30 September 2011
The full qualifications of the Audit Committee members and their attendance at Board Audit Committee meetings are set out in Sections 1 and 8 of
the 2011 Directors report.
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External auditor

The role of the external auditor is to provide an independent opinion that our financial reports are true and fair, and comply with applicable
regulations.

Our external auditor is PricewaterhouseCoopers (PwC), appointed by shareholders at the 2002 AGM. Our present PwC lead audit partner is lan
Hammond and the review audit partner is Victor Clarke. lan Hammond and Victor Clarke assumed responsibility for these roles in 2008 and 2011,
respectively.

The external auditor receives all Board Audit Committee papers, attends all Board Audit Committee meetings and is available to Board Audit
Committee members at any time. The external auditor also attends the AGM to answer questions from shareholders regarding the conduct of
PwC s audit, the audit report and financial statements and PwC s independence.

As our external auditor, PwC is required to confirm their independence and compliance with specified independence standards on a quarterly basis.

The roles of lead audit partner and review audit partner must be rotated every five years and cannot be resumed by the same person for a minimum
of five years.

We strictly govern our relationship with the external auditor, including restrictions on employment, business relationships, financial interests and use
of our financial products by the external auditor.

Engagement of the external auditor

To avoid possible independence or conflict issues, the external auditor is not permitted to carry out certain types of non-audit services for Westpac
and may be limited as to the extent to which it can perform other non-audit services as specified in our Pre-approval of engagement of PwC for
audit and non-audit services (the Guidelines). Use of the external audit firm for any non-audit services must be assessed and approved in
accordance with the pre-approval process determined by the Board Audit Committee and set out in the Guidelines.

The breakdown of the aggregate fees billed by the external auditor in respect of each of the two most recent financial years for audit, audit-related,
tax and other services is provided in Note 33 to our financial statements for the year ended 30 September 2011. A declaration regarding the
Board s satisfaction that the provision of non-audit services by PwC is compatible with the general standards of auditor independence is provided
in Section 10 of the 2011 Directors report.

Group Assurance (internal audit)

Group Assurance is Westpac s internal audit function providing the Board and Executive Management with an independent and objective
evaluation of the adequacy and effectiveness of management s control over risk. Group Assurance covers the governance, risk management and
internal control frameworks of Westpac and its wholly owned subsidiaries. It has access to all of our entities, and conducts audits and reviews
following a risk-based planning approach.

Group Assurance provides regular reports to the Board Audit Committee and, as deemed appropriate, the Board Risk Management Committee, and
raises any significant issues with those Committees. The General Manager, Group Assurance has a reporting line to the Chairman of the Board
Audit Committee.

Market disclosure

We maintain a level of disclosure that provides all investors with equal, timely, balanced and meaningful information. Consistent with these
standards the Westpac Group maintains a Board approved Market Disclosure Policy, which governs how we communicate with our shareholders
and the investment community.

The policy reflects the requirements of the ASX, NZX and other offshore stock exchanges where we have disclosure obligations, as well as relevant
securities and corporations legislation. Under our policy, information that a reasonable person would expect to have a material effect on the price or
value of our securities must first be disclosed via the ASX unless an exception applies under regulatory requirements.

Our Disclosure Committee is responsible for determining what information should be disclosed publicly under the policy, and for assisting
employees in understanding what information may require disclosure to the market on the basis that it is price sensitive. The Disclosure Committee
is comprised of the CEOQ, senior executives, and the General Manager, Corporate Affairs and Sustainability.

The Group Executive, Counsel & Secretariat is the Disclosure Officer. The Disclosure Officer is ultimately responsible for all communication with
relevant stock exchanges and notifying regulators in any jurisdiction as a result of market disclosure.
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Once relevant information is disclosed to the market and available to investors, it is also published on our website. This includes investor discussion
packs, containing presentations on and explanations about our financial results. Our website information also includes Annual Review and
Sustainability Reports, Annual Reports, profit announcements, CEO and executive briefings (including webcasts, recordings or transcripts of all
major events), economic updates, notices of meetings and media releases.

Shareholder communication and participation

We seek to keep our shareholders fully informed through a variety of communication mediums. These are regularly reviewed to improve our
communications and utilise new technologies. These approaches include:

§ direct communications with shareholders via mail and email;
§ the publication of all relevant company information in the Investor Centre section of our website; and
§ access to all major market briefings and shareholder meetings via webcasting and podcasting facilities.
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Shareholders are provided with advance notice of all major market briefings and shareholder meetings, through ASX announcements and/or the
publication of an investor calendar of events on our website.

Shareholders are given the option to receive information in print or electronic format.

We regard the AGM as an important opportunity for engaging and communicating with shareholders. Shareholders are encouraged to attend and
actively participate in our AGM, which is webcast and can also be viewed at a later time from our website. Shareholders who are unable to attend
the AGM are able to lodge their proxies through a number of channels, including electronically via the internet. At the time of receiving the Notice of
Meeting, shareholders are also invited to put forward questions they would like addressed at the AGM.

Risk management
Roles and responsibilities

The Board is responsible for reviewing and approving our overall risk management strategy, including determining our appetite for risk. The Board
has delegated to the Board Risk Management Committee responsibility for providing recommendations to the Board on Westpac Group s
risk-reward strategy, setting risk appetite, approving frameworks, policies and processes for managing risk, and determining whether to accept risks
beyond management s approval discretion.

The Board Risk Management Committee monitors the alignment of our risk profile with our risk appetite, which is defined in the Board Statement of
Risk Appetite, and with our current and future capital requirements. The Board Risk Management Committee receives regular reports from
management on the effectiveness of our management of Westpac s material business risks. More detail about the role of the Board Risk
Management Committee is set out later in this section under Board Risk Management Committee .

The CEO and executive management team are responsible for implementing our risk management strategy and frameworks, and for developing
policies, controls, processes and procedures for identifying and managing risk in all of Westpac s activities.

Our approach to risk management is that risk is everyone s business and that responsibility and accountability for risk begins with the business
units that originate the risk.

The 1st Line of Defence Risk identification, risk management and self-assurance

Divisional business units are responsible for identifying, evaluating and managing the risks that they originate within approved risk appetite and
policies. They are required to establish and maintain appropriate risk management controls, resources and self-assurance processes.

The 2nd Line of Defence Establishment of risk management frameworks and policies and risk management oversight

Our 2nd Line of Defence has three layers:

§ our executive risk committees lead the optimisation of risk-reward by overseeing the development of risk appetite statements, risk
management frameworks, policies and risk concentration controls, and monitoring Westpac s risk profile for alignment with approved appetites and
strategies.

§ our Group Risk function is independent from the business divisions, reports to the Chief Risk Officer (CRO), and establishes and maintains
the Group-wide risk management frameworks, policies and concentration limits that are approved by the Board Risk Management Committee. It
also reports on Westpac s risk profile to executive risk committees and the Board Risk Management Committee.

§ divisional risk areas are responsible for developing division-specific risk appetite statements, policies, controls, procedures, monitoring and
reporting capability, which align to the Board s Statement of Risk Appetite and the risk management frameworks approved by the Board Risk
Management Committee. These risk areas are independent of the Divisions 1st Line business areas, with each divisional CRO having a direct
reporting line to the CRO, as well as to their Division s Group Executive.

The 3rd Line of Defence Independent assurance

Our Group Assurance function independently evaluates the adequacy and effectiveness of the Group s overall risk management framework and
controls.

Our overall risk management approach is summarised in the following diagram:
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Our overall risk management governance structure is set out in more detail in the table Risk Management Governance Structure included in this
statement.
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Risk management approach

We regard managing the risks that affect our business as a fundamental activity, as they influence our performance, reputation and future success.
Effective risk management involves taking an integrated and balanced approach to risk and reward, and assists us in achieving our objectives of
mitigating potential loss or damage and optimising financial growth opportunities. Mitigation and optimisation strategies are of equal importance and
need to be effectively aligned and integrated.

We distinguish four main types of risk:

§ credit risk the risk of financial loss where a customer or counterparty fails to meet their financial obligations;
§ liquidity risk the risk that we will be unable to fund our assets and meet obligations as they come due, without incurring unacceptable losses;
§ market risk the risk of an adverse impact on earnings resulting from changes in market factors, such as foreign exchange rates, interest

rates, commodity prices and equity prices. This includes interest rate risk in the banking book the risk to interest income from a mismatch between
the duration of assets and liabilities that arises in the normal course of business activities; and

§ operational risk and compliance risk operational risk is the risk that arises from inadequate or failed internal processes and systems, human
error or misconduct, or from external events. It includes, among other things, technology risk, model risk and outsourcing risk. Compliance Risk is
the risk of legal or regulatory sanction, and financial or reputation loss, arising from our failure to abide by the compliance obligations required of us.

In addition to, and linked to, these four main types of risk, we also manage the following risks:

§ business risk the risk associated with the vulnerability of a line of business to changes in the business environment;

§ environmental, social and governance risks the risk of damage to the Group s reputation or financial performance due to failure to
recognise or address material existing or emerging sustainability related environmental, social or governance issues;

§ equity risk the potential for financial loss arising from movements in the value of our direct and indirect equity investments;
§ insurance risk the risk of not being able to meet insurance claims (related to insurance subsidiaries);
§ related entity (contagion) risk the risk that problems arising in other Westpac Group members compromise the financial and operational

position of the authorised deposit-taking institution in Westpac Group; and

§ reputation risk the risk to earnings or capital arising from negative public opinion resulting from the loss of reputation or public trust and
standing.

Westpac has received advanced accreditation from APRA and the RBNZ under the Basel Il Capital Framework, and uses the Advanced Internal
Ratings Based (AIRB) approach for credit risk and the Advanced Measurement Approach (AMA) for operational risk when calculating regulatory
capital.

Board Risk Management Committee
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The Board Risk Management Committee:

§ provides recommendations to the Board on Westpac Group s risk-reward strategy;
§ sets risk appetite;
§ reviews and approves the frameworks for managing risk, including capital, credit, liquidity, market, operational and reputation risk;

§ reviews and approves the limits and conditions that apply to the taking of risk, including the authority delegated by the Board to the CEO,
CFO and CRO;

§ monitors the risk profile, performance, capital levels, exposures against limits and the management and control of our risks;

§ monitors changes anticipated in the economic and business environment and other factors considered relevant to our risk profile and risk
appetite;

§ oversees the development and ongoing review of key policies that support our frameworks for managing risk; and

§ may approve accepting risks beyond management s approval discretion.

From the perspective of specific types of risk, the Board Risk Management Committee role includes:

§ capital approving the internal capital adequacy assessment process and in doing so reviewing the outcomes of enterprise wide stress
testing, monitoring capital levels for consistency with Westpac Group s risk appetite, and setting the target capital ranges for regulatory capital
having regard to internal economic capital measures;

§ credit risk approving key policies and limits supporting the credit risk management framework, and monitoring the risk profile, performance
and management of our credit portfolio;

§ compliance risk  reviewing compliance risk processes and our compliance with applicable laws, regulations and regulatory requirements,
discussing with management and the external auditor any material correspondence with regulators or government agencies and any published
reports that raise material issues, and reviewing complaints and whistleblower concerns;

§ liquidity risk  approving the internal liquidity assessment process, key policies and limits supporting the liquidity risk management framework,
including our funding strategy and liquidity requirements, and monitoring the liquidity risk profile;

§ market risk  approving key policies and limits supporting the market risk management framework, including the Value at Risk and Net
Interest Income at Risk limits, and monitoring the market risk profile; and

§ operational risk  monitoring the operational risk profile, the performance of operational risk management and controls, and the development
and ongoing review of operational risk policies.
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The Board Risk Management Committee also:

§ provides relevant periodic assurances to the Board Audit Committee regarding the operational integrity of the risk management framework;
and
§ refers to other Board Committees any matters that come to the attention of the Board Risk Management Committee that are relevant for

those respective Board Committees.

Compliance Management Framework

Westpac s Compliance Management Framework reflects the following core principles and practices:

§ complying with both the letter and spirit of regulatory standards is an essential part of our core values and is critical to our success;

§ regulatory standards are embedded into how we do business, how we conduct ourselves, how our systems and processes are designed and
how they operate; and

§ compliance is the responsibility of everyone in every part of Westpac. Visibility and accountability of senior management encourages a
strong compliance culture.

The mechanisms we use to implement these principles include:

won»

maintaining a strong governance environment;

won»

identifying obligations, developing and maintaining compliance plans and implementing change;

won»

developing, implementing and testing compliance controls; and

won»

monitoring and reporting incidents, issues and risks.

As with other forms of risk, business line management is primarily responsible for managing compliance risk. This is supported by a dedicated
Compliance function covering the Group and each area of business activity. The Compliance function reports to the Chief Compliance Officer.

Regular reports are provided to the Operational Risk & Compliance Committee and the Board Risk Management Committee on the status of
compliance across the Group.

CEO and CFO assurance
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The Board receives regular reports from management about our financial condition and operational results, as well as that of our controlled entities.
The CEO and the CFO annually provide formal statements to the Board, and have done so for the year ended 30 September 2011, that state in all
material respects:

Westpac s financial records for the financial year have been properly maintained in that they:

won

correctly record and explain its transactions, and financial position and performance;

enable true and fair financial statements to be prepared and audited; and

are retained for seven years after the transactions covered by the records are completed;

the financial statements and notes required by the accounting standards for the financial year comply with the accounting standards;

won»

§ the financial statements and notes for the financial year give a true and fair view of Westpac s and its consolidated entities financial
position and of their performance;

§ any other matters that are prescribed by the Corporations Act and regulations as they relate to the financial statements and notes for the
financial year are satisfied; and

§ the declarations provided in accordance with section 295A of the Corporations Act are founded on a sound system of risk management and
internal control, and that the system is operating effectively in all material respects in relation to financial reporting risks.

Remuneration

The Board Remuneration Committee assists the Board by ensuring that Westpac has coherent remuneration policies and practices that fairly and
responsibly reward individuals having regard to performance, Westpac s risk management framework, the law and the highest standards of
governance.

The Board Remuneration Committee members are all independent Directors. All members of the Board Remuneration Committee are also
members of the Board Risk Management Committee, which assists in the integration of effective risk management into the remuneration
framework.

The Board Remuneration Committee:

§ reviews and makes recommendations to the Board in relation to the Westpac Group Remuneration Policy (Group Remuneration Policy) and
assesses the Group Remuneration Policy s effectiveness and its compliance with prudential standards;

§ reviews and makes recommendations to the Board in relation to the individual remuneration levels of the CEO, Non-executive Directors,
Group Executives, other persons whose activities in the Board s opinion affect the financial soundness of Westpac, any person specified by APRA,
and any other person the Board determines;
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§ reviews and makes recommendations to the Board in relation to the remuneration structures for each category of persons covered by the
Group Remuneration Policy;

§ reviews and makes recommendations to the Board on corporate goals and objectives relevant to the remuneration of the CEO, and the
performance of the CEO in light of these objectives;

§ reviews and makes recommendations to the Board on the short-term and long-term incentive plans for Group Executives;
§ reviews and makes recommendations to the Board in relation to approving any and all equity based plans; and

§ oversees general remuneration practices across the Group.
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Corporate governance

The Board Remuneration Committee reviews and recommends to the Board the size of variable reward pools as part of Westpac s annual plan
based on consideration of pre-determined business performance indicators and the financial soundness of Westpac. The Board Remuneration
Committee also approves remuneration arrangements outside of the Group Remuneration Policy relating to individuals or groups of individuals
which are significant because of their sensitivity, precedent or disclosure implications.

In addition, the Board Remuneration Committee considers and evaluates the performance of senior executives when making remuneration
determinations and otherwise as required.

Independent remuneration consultants are engaged by the Board Remuneration Committee to ensure that our reward practices and levels are
consistent with market practice.

The attendance of Board Remuneration Committee members at the Committee s meetings is set out in Section 8 of the 2011 Directors report.
Further details of our remuneration framework are included in the Remuneration Report in Section 9 of the 2011 Directors report.

Risk Management Governance Structure

Westpac s risk management governance structure is set out in the table below:

§  reviews and approves our overall risk management strategy.
Board Risk Management Committee (BRMC)

provides recommendations to the Board on the Westpac Group s risk-reward strategy;

wr

sets risk appetite;

wr

wr

approves frameworks and key policies for managing risk;

monitors our risk profile, performance, capital levels, exposures against limits and management and control of our risks;

wr

monitors changes anticipated in the economic and business environment and other factors relevant to our risk profile;

w»

oversees the development and ongoing review of key policies that support our frameworks for managing risk; and

wr
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§
Other Board Committees with a risk focus

Board Audit Committee

§  oversees the integrity of financial statements and
financial reporting systems.

Board Technology Committee

§  oversees information technology strategy and
implementation.
Executive Team

§  executes the Board-approved strategy;

§  assists with the development of the Board Statement of Risk Appetite;

determines whether to accept risks beyond the approval discretion provided to management.

Board Sustainability Committee
§  oversees environmental, social, governance and
ethical performance and issues.

Board Remuneration Committee

§  reviews any matters raised by the BRMC with
respect to risk-adjusted remuneration.

§  delivers the Group s various strategic and performance goals within the approved risk appetite; and

§ monitors key risks within each business unit, capital adequacy and the Group s reputation.
Executive risk committees

Westpac Group Credit Risk Committee (CREDCO)
§ leads the optimisation of credit risk-reward across
the Group;

§  oversees the credit risk management framework
and key policies;

§  oversees our credit risk profile; and

§  identifies emerging credit risks and appropriate
actions to address these.

Westpac Group Market Risk Committee (MARCO)
§ leads the optimisation of market risk-reward across
the Group;

§  oversees the market risk management framework
and key policies;

§  oversees our market risk profile; and

§ identifies emerging market risks and appropriate
actions to address these.

Annual Report 2011 35
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Risk Management Governance Structure (continued)

Executive risk committees (continued)

Westpac Group Asset & Liability Committee (ALCO)
§  leads the optimisation of funding and liquidity risk-reward across the Group;

§  oversees the liquidity risk management framework and key policies;
§  oversees the funding and liquidity risk profile and balance sheet risk profile; and

§ identifies emerging funding and liquidity risks and appropriate actions to address these.
Westpac Group Operational Risk & Compliance Committee (OPCO)
§  leads the optimisation of operational risk-reward across the Group;

oversees the operational risk management framework, the compliance management framework and key supporting policies;

wo»

oversees our operational risk and compliance profiles;

wo»

oversees the reputation risk and environmental, social and governance (ESG) risk management frameworks and key supporting policies; and

wo»

§ identifies emerging operational and compliance risks and appropriate actions to address these.
Westpac Group Remuneration Oversight Committee (ROC)
§  leads the optimisation of risk-adjusted remuneration across the Group;

§  oversees the Group Remuneration Policy and provides assurance to the CEO and Board Remuneration Committee that remuneration
arrangements across the Group encourage behaviour that supports Westpac s long-term financial soundness and the risk management
framework;

§  oversees the remuneration arrangements (other than for Group Executives) for Responsible Persons (as defined in the Group s Fit and
Proper Policy), risk and financial control personnel, and all other employees for whom a significant portion of total remuneration is based on
performance and whose activities, either individually or collectively, may affect the financial soundness of Westpac; and

oversees the criteria and rationale for determining the total quantum of the Group variable reward pool.
Group and divisional risk management

§

Group Risk Compliance Function

§  develops the Group-level risk management §  develops the Group-level compliance framework
frameworks for approval by the BRMC; for approval by the BRMC;

§ directs the review and development of key policies §  directs the review and development of compliance
supporting the risk management frameworks; policies, compliance plans, controls and procedures;

§  establishes risk concentration limits and monitors §  monitors compliance and regulatory obligations
risk concentrations; and and emerging regulatory developments; and

§  monitors emerging risk issues. §  reports on compliance standards.

Divisional risk management

§  develops division-specific policies, risk appetite statements, controls, procedures, and monitoring and reporting capability that align to the
frameworks approved by the BRMC.
Independent internal review
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Group Assurance

§  reviews the adequacy and effectiveness of management controls for risk.

36 Westpac Group
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Corporate governance

Checklist of Westpac s compliance with ASXCGC Recommendations

ASXCGC Recommendations (with 2010 Amendments) Reference Compliance

Principle 1: Lay solid foundations for management and oversight

1.1 Establish the functions reserved to the Board and those delegated to senior executives and Page 23 Comply
disclose those functions.

1.2 Disclose the process for evaluating the performance of senior executives. Page 26 Comply

1.3 Provide the information indicated in Guide to reporting on Principle 1. Pages 23, 26 Comply

Principle 2: Structure the Board to add value

2.1 A majority of the Board should be independent Directors. Pages 23, 24 Comply

2.2 The chair should be an independent Director. Page 25 Comply

2.3 The roles of chair and chief executive officer should not be exercised by the same individual. ~ Page 25 Comply

2.4 The Board should establish a nomination committee. Page 25 Comply

2.5 Disclose the process for evaluating the performance of the Board, its committees and Page 26 Comply
individual Directors.

2.6 Provide the information indicated in Guide to reporting on Principle 2. Pages 23 26 Comply

Principle 3: Promote ethical and responsible decision-making

3.1 Establish a code of conduct and disclose the code or a summary of the code as to: Page 27 Comply
3.1.1 the practices necessary to maintain confidence in the company s integrity

3.1.2 the practices necessary to take into account their legal obligations and the
reasonable expectations of their stakeholders

3.1.3 the responsibility and accountability of individuals for reporting and investigating
reports of unethical practices.

3.2 Establish a policy concerning diversity and disclose the policy or a summary of that policy. Page 29 Comply

3.3 Disclose the measurable objectives for achieving gender diversity set by the Board in Page 29 Comply
accordance with the diversity policy and progress towards achieving them.

3.4 Disclose the proportion of women employees in the whole organisation, women in senior Page 29 Comply
executive positions and women on the Board.

3.5 Provide the information indicated in Guide to reporting on Principle 3. Pages 27, 29 Comply

Principle 4: Safeguard integrity in financial reporting

4.1 The Board should establish an audit committee. Page 30 Comply

4.2 Structure the audit committee so that it: Pages 24, 30 Comply

§  consists only of Non-executive Directors;
§  consists of a majority of independent Directors;
§ is chaired by an independent chair, who is not chair of the Board; and

§  has at least three members.
4.3 The audit committee should have a formal charter. Page 30 Comply
4.4 Provide the information indicated in Guide to reporting on Principle 4. Pages 24, 30 Comply
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ASXCGC Recommendations (with 2010 Amendments) Reference Compliance

Principle 5: Make timely and balanced disclosure

5.1 Establish written policies designed to ensure compliance with ASX Listing Rule disclosure Page 31 Comply
requirements and to ensure accountability at a senior executive level for that compliance and
disclose those policies or a summary of those policies.

5.2 Provide the information indicated in Guide to reporting on Principle 5. Page 31 Comply
Principle 6: Respect the rights of shareholders
6.1 Design a communications policy for promoting effective communication with shareholders Pages 31 32 Comply

and encouraging their participation at general meetings and disclose the policy or a summary
of that policy.

6.2 Provide the information indicated in Guide to reporting on Principle 6. Pages 31 32 Comply

Principle 7: Recognise and manage risk

71 Establish policies for the oversight and management of material business risks and disclose Pages 32 36 Comply
a summary of those policies.

7.2 The Board should require management to design and implement the risk management and Pages 32 36 Comply

internal control system to manage the company s material business risks and report to it on
whether those risks are being managed effectively. The Board should disclose that
management has reported to it as to the effectiveness of the company s management of its
material business risks.
7.3 The Board should disclose whether it has received assurance from the chief executive officer Page 34 Comply
(or equivalent) and the chief financial officer (or equivalent) that the declaration provided in
accordance with section 295A of the Corporations Act is founded on a sound system of risk
management and internal control and that the system is operating effectively in all material
respects in relation to financial reporting risks.

7.4 Provide the information indicated in Guide to reporting on Principle 7. Pages 32 36 Comply
Principle 8: Remunerate fairly and responsibly

8.1 Establish a remuneration committee. Pages 34 35 Comply
8.2 The remuneration committee should be structured so that it: Page 24 Comply

§  consists of a majority of independent Directors;

§ is chaired by an independent chair; and

§  has at least three members.

8.3 Clearly distinguish the structure of Non-executive Directors remuneration from that of Pages 34 35 Comply
executive Directors and senior executives.
8.4 Provide the information indicated in Guide to reporting on Principle 8. Pages 24, Comply
34 35

38 Westpac Group

124



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

Directors report

Our Directors present their report together with the financial statements of the Group for the financial year ended 30 September 2011.

1. Directors

The names of the persons who have been Directors, or appointed as Directors, during the period since 1 October 2010 and up to the date of this
report are: Edward (Ted) Alfred Evans, Gail Patricia Kelly, John Simon Curtis, Elizabeth Blomfield Bryan, Gordon McKellar Cairns, Peter John
Oswin Hawkins, Carolyn Judith Hewson, Lindsay Philip Maxsted, Graham John Reaney and Peter David Wilson. Our current Chairman, Ted Evans,
will retire following the 2011 AGM on 14 December 2011. Ted Evans will be succeeded as Chairman by Lindsay Maxsted. Graham Reaney will also
retire from the Board at the conclusion of the 2011 AGM.

As announced on 22 September 2011, Ann Pickard has been appointed to the Westpac Board effective on 1 December 2011. Ms Pickard will be an
independent Non-executive Director and has over 25 years of international experience as a senior manager in large organisations.

Particulars of the skills, experience, expertise and responsibilities of the Directors at the date of this report, including all directorships of other listed
companies held by a Director at any time in the past three years immediately before 30 September 2011 and the period for which each Directorship
has been held, are set out below.

Name: Ted Evans AC, Other interests: Member of the 1989 to 1993, Executive Director on
the Board of the International

BEcon (Hons.) IAsia Pacific Regional Advisory )

Group of the International Monetary | [Vionetary Fund, representing

Fund. Australia and a number of other
Age: 70 countries, mainly in the Asia Pacific

. region. He was a Director of the
Term of office: Director since Other Westpac related entities Reserve Bank of Australia from
November 2001. Chairman since directorships and dates of office: 1993 to 2001 and the
April 2007. Nil. Commonwealth Bank of Australia
from 1993 to 1996.

Date of next scheduled Skills, experience and expertise: .
re-election: Not applicable. Ted [Ted has extensive experience in the Westpac Board Committee
Evans will retire following the 2011 financial sector, having joined the membership: Member of each of
AGM. Australian Treasury in 1969. From the Audit, Nominations, Risk

1984 to 1989 he held the position of | [Management and Technology

Deputy Secretary and was Committees.
Independent: Yes. Secretary to the Treasury from 1993

to 2001. From 1976 to 1979 he was | IDjrectorships of other listed
Current directorships of listed @ member of the Australian entities over the past three years
lentities and dates of office: Permanent Delegation to the OECD

Navitas Limited (since in Paris and, from and dates of office: Nil.

November 2004).

Other principal directorships: Nil.
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Name: Gail Kelly,
HigherDipEd, BA, MBA with
Distinction, HonDBus

Age: 55

[Term of office: Managing
Director & Chief Executive Officer
since February 2008.

Date of next scheduled
re-election: Not applicable.

Independent: No.

Current directorships of listed
lentities and dates of office: Nil.

Other principal directorships: The
Melbourne Business School Limited
and the Financial Markets
Foundation for Children.

Other interests: Member of the
Financial Services Advisory Council
and Director of the Australian
Bankers Association.

Other Westpac related entities
directorships and dates of office:

Nil

Skills, experience and expertise:

Immediately prior to her
appointment at Westpac, Gail
served as Chief Executive Officer &
Managing Director of St.George
Bank Limited from January 2002 to
IAugust 2007. Between

October 1997 and December 2001,
Gail was employed at the
[Commonwealth Bank of Australia,
firstly as General Manager,
Strategic Marketing, and later as
Head of Customer Service Division
and a

member of the bank s Executive
Committee. Gail began her career
at Nedcor Bank, one of the largest
banks in South Africa, where she
held various General Manager
positions, including HR, cards and
personal banking.

Westpac Board Committee

membership: Member of each of
the Sustainability and Technology
Committees.

Directorships of other listed
entities over the past three years
and dates of office: St.George
Bank Limited (December 2008 -
September 2009). St.George Bank
Limited remained a listed entity
\when it became a subsidiary of
Westpac in December 2008. It was
delisted in September 2009.
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Name: John Curtis AM,
BA, LLB (Hons.)

Age: 61

Term of office: Director and Deputy
Chairman since December 2008.

Date of next scheduled
re-election: December 2011.

Independent: Yes.

Current directorships of listed
entities and dates of office: Nil.

Other principal directorships:

Chairman of each of Allianz
Australia Limited and the University
of Technology Sydney Faculty of
Business Executive Council.

Other interests: Nil.

Other Westpac related entities
directorships: Nil.

Name: Elizabeth Bryan, BA (Econ.),
MA (Econ.)

Age: 65

Term of office: Director since
November 2006.

Date of next scheduled
re-election: December 2013.

Independent: Yes.

Current directorships of listed

entities and dates of office: Caltex
Australia Limited (since July 2002,
Chairman since October 2007).

Other principal directorships: Nil

Skills, experience and expertise:

For the past 24 years John has been
a professional company director and
has been Chairman and Director of
a wide variety of public companies,
government entities and foreign
corporations. In more recent times
he has been largely involved in the
financial services sector with his
current appointments as set out
above and former appointments with
Merrill Lynch, Perpetual Limited and
First Data Corporation in Australia.
Prior to 1987 John was a director of
Wormald International Limited and
was responsible for its operations in
Australia, Europe, Asia and the
Americas. During part of that time he
was Chairman of the National
Building and

Other interests: Nil.

Other Westpac related entities
directorships and dates of office:
Director of Westpac New Zealand
Limited (March 2007 October 2010).

Skills, experience and expertise:

Elizabeth has over 31 years
experience in the financial services
industry, government policy and
administration and on the boards of
companies and statutory
organisations. Prior to becoming a
professional director she served for
six years

Construction Council, the peak
industry body.

Westpac Board Committee

membership: Chairman of the
Remuneration Committee. Member
of each of the Audit, Nominations
and Risk Management Committees.

Directorships of other listed
entities over the past three years
and dates of office:

St.George Bank Limited

(October 1997  September 2009).
St.George Bank Limited remained a
listed entity when it became a
subsidiary of Westpac in

December 2008. It was delisted in
September 2009.

as Managing Director of Deutsche
Asset Management and its
predecessor organisation, NSW
State Superannuation Investment
and Management Corporation.

Westpac Board Committee
membership: Chairman of the Risk
Management Committee. Member of
each of the Audit, Nominations,
Remuneration and Technology
Committees.

Directorships of other listed
entities over the past three years

and dates of office: Nil.
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Name: Gordon Cairns, MA (Hons.)

Age: 61

Term of office: Director since
July 2004.

Date of next scheduled
re-election: December 2012.

Independent: Yes.

Current directorships of listed

entities and dates of office: Origin
Energy Limited (since June 2007).

Other principal directorships:
World Education Australia Limited.
Chairman of each of Origin
Foundation and Rebel Sport Limited
and Director of Rebel Group
Companies.

Other interests: Senior Advisor to
each of McKinsey & Company and
Greenhill Caliburn.

Other Westpac related entities
directorships and dates of office:

Nil.

Skills, experience and expertise:

Gordon has extensive Australian
and international experience as a
senior executive, most recently as
CEO of Lion Nathan Limited. Gordon
has also held a wide range of senior
management positions in marketing
and finance with PepsiCo, Cadbury
Schweppes and Nestlé (Spillers).

Westpac Board Committee

membership: Member of each of
the Audit, Remuneration and Risk
Management Committees.

Directorships of other listed
entities over the past three years
and dates of office: Nil
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Name: Peter Hawkins,

BCA (Hons.) SF Fin, FAIM ACA
(NZ), FAICD

Age: 57

Term of office: Director since
December 2008.

Date of next scheduled
re-election: December 2013.

Independent: Yes.

Current directorships of listed

entities and dates of office: Mirvac
Limited Group (since January 2006).

Other principal directorships:

Liberty Financial Pty Limited,
Treasury Corporation of Victoria,
Murray Goulburn

Co-operative Co. Limited, Clayton
Utz and The Camberwell Grammar
School.

Name: Carolyn Hewson AO,
BEc (Hons.), MA (Econ.)

Age: 56

Term of office: Director since
February 2003.

Date of next scheduled
re-election: December 2013.

Independent: Yes.

Current directorships of listed
entities and dates of office:

Stockland Corporation Limited (since
March 2009). BHP Billiton Limited
(since March 2010), BHP Billiton plc
(since March 2010) and

BT Investment Management Limited
(since September 2007).

Name: Lindsay Maxsted,
DipBus (Gordon), FCA

Age: 57

Term of office: Director since
March 2008.

Date of next scheduled
re-election: December 2011.

Other interests: Nil.

Other Westpac related entities
directorships and dates of office:
Member of the Bank of Melbourne
Advisory Board since

November 2010.

Skills, experience and expertise:

Peter s career in the banking and
financial services industry spans
over 38 years in Australia and
overseas at both the highest levels
of management and directorship of
major organisations. Peter has held
various senior management and
directorship positions with Australia
and New Zealand Banking Group
Limited from 1971 to 2005, and was
also a Director of BHP (NZ) Steel
Limited from 1990 to

Other principal directorships: The
Australian Charities Fund.

Other interests: Nil

Other Westpac related entities
directorships and dates of office:
Director of BT Investment
Management Limited (since
September 2007). Chairman of
Westpac Matching Gifts Limited
(since August 2011), Trustee of the
Westpac Buckland Fund (since
January 2011, Chairman since
March 2011).

Other interests: Nil.

Other Westpac related entities
directorships and period of office:

Nil.

Skills, experience and expertise:

Lindsay was the CEO of KPMG from
January 2001 to December 2007

1991, ING Australia Limited from
2002 to 2005 and Esanda Finance
Corporation from 2002 to 2005.

Westpac Board Committee

membership: Chairman of the
Technology Committee. Member of
each of the Audit, Nominations and
Risk Management Committees.

Directorships of other listed
entities over the past three years
and dates of office:

St.George Bank Limited. (April 2007
September 2009). St.George Bank
Limited remained a listed entity
when it became a subsidiary of
Westpac in December 2008. It was
delisted in September 2009.

Skills, experience and expertise:

Carolyn has over 30 years
experience in the finance sector and
was an Executive Director of
Schroders Australia Limited between
1989 and 1995.

Westpac Board Committee
membership: Chairman of the
Nominations Committee. Member of
each of the Audit, Remuneration and
Risk Management Committees.

Directorships of other listed
entities over the past three years
and dates of office: AGL Energy
Limited (February 2006

February 2009).

and was Chairman from 1997 to
2001.

Westpac Board Committee

membership: Chairman of the Audit
Committee. Member of each of the
Risk Management and Nominations
Committees.
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Independent: Yes.

Current directorships of listed
entities and dates of office:
Director of Transurban Group (since
March 2008, Chairman since
August 2010). Director of BHP
Billiton Limited (since March 2011)
and BHP Billiton plc (since

March 2011).

Other principal directorships:

Managing Director of Align Capital
Pty Ltd and Director of Baker IDI
Heart & Diabetes Institute Holdings
Limited.

and was a partner of KPMG from
July 1984 to February 2008.
Lindsay s principal area of practice
prior to his becoming CEO was in
the Corporate Recovery field
managing a number of Australia s
largest insolvency/
workout/turnaround engagements.
At the request of the Victorian State
Government, Lindsay was appointed
to the Board of the Public Transport

Corporation in December 1995

Directorships of other listed
entities over the past three years

and dates of office: St.George
Bank Limited (December 2008
September 2009). St.George Bank
Limited remained a listed entity
when it became a subsidiary of
Westpac in December 2008. It was
delisted in September 2009.
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Name: Graham Reaney, BComm,
CPA

Age: 68

Term of office: Director since
December 2008.

Date of next scheduled

re-election: Not applicable. Graham
Reaney will retire following the 2011
AGM.

Independent: Yes.

Current directorships of listed
entities and dates of office:
Chairman of PMP Limited (since
September 2002).

Other principal directorships:
Chairman of Maxwell Food Products

Pty Ltd and Holcim (Australia) Pty
Limited.

Name: Peter Wilson, CA

Age: 70

Term of office: Director since
October 2003.

Date of next scheduled
re-election: December 2012.

Independent: Yes.

Current directorships of listed

entities and dates of office: The
Colonial Motor Company Limited
(since July 1998, listed in NZ).
Chairman of Kermadec Property
Fund Limited (since October 2006,
listed in NZ). Deputy Chairman of
Meridian Energy Limited (since
May 2011, listed in NZ).

Other principal directorships: P F
Olsen Limited and Farmlands
Trading Society Limited.

Other interests: Nil.

Other Westpac related entities
directorships and dates of office:

Member of the BankSA Advisory
Board (since December 2008).

Skills, experience and expertise:

Graham s business experience
spans 32 years, during which time
he has held a number of senior
corporate appointments, including as
Managing Director of National Foods
Limited. Other former positions
include Managing Director of
Industrial Equity Limited. Graham
has gained extensive experience
both in Australia and overseas in a

Other interests: Member of the
New Zealand Markets Disciplinary
Tribunal and Chairman of the
Special Division of that Tribunal.

Other Westpac related entities
directorships and dates of office:
Director of Westpac New Zealand
Limited (since September 2006,
Chairman since January 2008).

Skills, experience and expertise:

Peter is a chartered accountant and
formerly a partner with Ernst &
Young, with extensive experience in
banking, business establishment,
problem resolution, asset sale and
management of change functions.
Peter was a Director and (from
1991) Chairman of

broad range of industries, including
mining and mining services, energy,
food, rural, fast moving consumer
goods and financial services.

Westpac Board Committee

membership: Member of each of
the Audit, Risk Management and
Sustainability Committees.

Directorships of other listed
entities over the past three years

and dates of office: St.George
Bank Limited (November 1996
December 2008). AGL Energy
Limited (July 2006 October 2009).

Trust Bank New Zealand Limited
which Westpac acquired in 1996.

Westpac Board Committee

membership: Chairman of the
Sustainability Committee. Member of
each of the Audit, Risk Management
and Nominations Committees.

Directorships of other listed
entities over the past three years
and dates of office: Nil.

Company Secretary

Our Company Secretaries as at 30 September 2011 were John Arthur and Les Vance.
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John Arthur (LLB (Hons.)) was appointed to his role of Group Executive, Counsel & Secretariat and a Company Secretary of Westpac on

1 December 2008. Prior to the appointment, John was Managing Director & Chief Executive of Investa Property Group until 2007. Previously, John
has been a partner at Freehills and Group General Counsel of Lend Lease Limited. He also served as Chairman of legal firm Gilbert + Tobin and
has had a distinguished career as legal partner, corporate executive and Non-executive Director.

Les Vance (BCom, LLB (Hons.)) joined Westpac in December 2008 as Corporate Counsel, Counsel & Secretariat. Before joining Westpac, Les was
Group Executive, External Funds at Investa Property Group where he was responsible for Investa s External Funds Management business and the
unlisted property funds managed by that business. Prior to that Les held other senior executive positions in both line management and
corporate/governance roles at Top 100 companies and was previously a partner at Freehills with a broad corporate and commercial practice.
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2. Executive Team

As at 30 September 2011 our Executive Team was:

Name

Gail Kelly
John Arthur
Rob Chapman
Peter Clare
Philip Coffey
Rob Coombe
Brad Cooper
George Frazis
Peter Hanlon
Bob McKinnon
Jon Nicholson
Greg Targett
Rob Whitfield

Year Appointed to

Position Year Joined Group Position
Managing Director & Chief Executive Officer 2008 2008
Group Executive, Counsel & Secretariat 2008 2008
Chief Executive, St.George Banking Group 2008 2010
Group Executive, Product & Operations 2008 2008
Chief Financial Officer 1996 2005
Group Executive, Westpac Retail & Business Banking 2002 2010
Chief Executive Officer, BT Financial Group 2007 2010
CEO, Westpac New Zealand Limited 2009 2009
Group Executive, People & Transformation 1995 2010
Group Executive, Technology 2008 2008
Chief Strategy Officer 2006 2006
Chief Risk Officer 2008 2009
Group Executive, Westpac Institutional Bank 1986 2009

There are no family relationships between or among any of our Directors or Executive Team members.

Gail Kelly HigherDipEd, BA, MBA with Distinction, HonDBus. Age 55
Managing Director & Chief Executive Officer

Gail was appointed Managing Director & Chief Executive Officer of Westpac on 1 February 2008.

Immediately prior to this, she served as Chief Executive Officer & Managing Director of St.George Bank Limited from
lJanuary 2002 to August 2007. During this period, St.George Bank Limited doubled its assets and net profit after tax.
Between October 1997 and December 2001, Gail was employed at the Commonwealth Bank of Australia as General
Manager, Strategic Marketing, and later as Head of Customer Service Division and a member of the bank s Executive
Committee.

Gail began her career at Nedcor Bank, one of the largest banks in South Africa, where she held various General
Manager positions, including HR, cards and personal banking.

Gail is currently a Director of the Australian Bankers Association, the Melbourne Business School Limited and member
of the Financial Services Advisory Council.
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lJohn Arthur LLB (Hons.). Age 56
Group Executive, Counsel & Secretariat

lJohn was appointed Group Executive, Counsel & Secretariat on 1 December 2008. Most recently, prior to the
lappointment, John was Managing Director & Chief Executive of Investa Property Group until 2007.

Previously, John has been a partner at Freehills and Group General Counsel of Lend Lease Limited. He also served as
Chairman of legal firm Gilbert + Tobin and has had a distinguished career as a legal partner, corporate executive and
Non-executive Director.

Rob Chapman AssocDipBus FAICD FFSIA. Age 47
Chief Executive, St.George Banking Group

Rob was appointed Chief Executive, St.George Banking Group on 1 December 2010 and was exercising the functions of
Chief Executive from 1 October 2010. Immediately prior to this he served as Managing Director BankSA and was a
member of the St.George Bank Limited Executive Committee for eight years, from July 2002. Prior to joining BankSA he
was the Regional General Manager of Commonwealth Bank of Australia s operations in South Australia, Northern
[Territory and Western Australia, and Regional Manager, Victoria. Prior to that he held a number of senior roles with
Colonial State Bank and Prudential Corporation Australia.

Rob is Chairman of the Adelaide Football Club and a member of the South Australian Economic Development Board.
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Peter Clare BCom, MBA. Age 48
Group Executive, Product & Operations

Peter was appointed Group Executive, Product & Operations on 17 July 2008, with responsibility for all consumer and
business product development, management and operations. Peter joined Westpac as Group Executive, Consumer
Financial Services in March 2008, with responsibility for sales, service, third party consumer product relationships and
product development for Westpac s consumer customers across Australia. Prior to joining Westpac, Peter was Group
Executive, Group Technology & Operations of St.George Bank Limited following five years as Group Executive, Strategy
with St.George Bank Limited. Prior to that Peter worked for the Commonwealth Bank of Australia between 1997 and
2002 in a range of senior roles, covering strategy, merger programs, operations and performance improvement. He has
also worked in management consultancy and accountancy roles.

Philip Coffey BEc (Hons.). Age 54
Chief Financial Officer

Philip was appointed Chief Financial Officer in December 2005, with responsibility for Westpac s finance, tax, treasury
and investor relations functions. He joined Westpac in 1996, and was appointed Group Executive, Westpac Institutional
Bank in 2002. He has extensive experience in financial markets, funds management and finance, firstly with the Reserve
Bank of Australia, then Citicorp and AIDC Ltd. He has held roles in the UK and New Zealand. Philip has an honours
degree in Economics and has completed the Executive Program at Stanford University Business School.

Rob Coombe LLB (Hons.). Age 48
Group Executive, Westpac Retail & Business Banking

Rob was appointed Group Executive, Westpac Retail & Business Banking on 1 February 2010, with responsibility for all
Westpac s retail, small-to-medium enterprises and commercial customers in Australia.

Rob joined Westpac with the acquisition of the BT Financial Group in 2002 and has over 29 years experience in banking,
insurance, finance and wealth management. He started with BT in 1991 and held a number of positions, including Senior
Legal Counsel, Head of BT s International Funds Management and CEO of BT s Funds Management business in
Malaysia. Prior to joining BT, Rob accumulated ten years of experience in commercial banking, property investment and
funds management. Rob is also a Director of The Australian Indigenous Education Foundation, Ascalon Capital
Management, Surfing Australia and a member of the Advisory Board to the UTS Faculty of Law.

Brad Cooper DipBM, MBA, FAIM. Age 49
Chief Executive Officer, BT Financial Group

Brad was appointed Chief Executive Officer, BT Financial Group on 1 February 2010 and is focused on helping
IAustralians determine and achieve their financial aspirations. The BT Financial Group proudly offers products and
services from some of Australia s most trusted and respected wealth management brands across financial advice,
private banking, investment, superannuation, insurance and retirement. Brad initially joined Westpac in April 2007 as
Chief Executive, Westpac New Zealand Limited and after successfully leading a change program in that market, moved
to the role of Group Chief Transformation Officer leading the Westpac Group s St.George merger implementation. Prior
to joining Westpac, Brad was Chairman of GE Capital Bank and Chief Executive Officer of GE Consumer Finance UK &
Ireland. He drove GE s UK Six Sigma program and was certified as a Quality Leader (Black Belt) in December 2002. He

as promoted to Chief Executive Officer of GE Consumer Finance UK in January 2003 and appointed Chairman of GE
Capital Bank in April 2004.

George Frazis B Eng (Hons.), MBA (AGSM/Wharton). Age 47
(CEO, Westpac New Zealand Limited

George joined Westpac New Zealand Limited in March 2009 as Chief Executive Officer, Westpac New Zealand Limited.
George is highly experienced in the financial services industry. He was formerly Group Executive General Manager at
National Australia Bank. Prior to that, George was a senior executive in Commonwealth Bank of Australia s Institutional
Banking Division and has also been a partner with the Boston Consulting Group.
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Peter Hanlon BA (Comms), C Tech (Aero Eng), AMP (Harvard). Age 56
Group Executive, People & Transformation

Peter was appointed Group Executive, People & Transformation on 1 February 2010, with responsibility for human
resources strategy and management, including reward and recognition, learning and development, careers and talent,
lemployee relations and employment policy. He is also responsible for the key customer, people and productivity
lelements of our Transformation program, and for Corporate Affairs & Sustainability.

Prior to this appointment Peter held the role of Group Executive, Westpac Retail & Business Banking from July 2008.
Prior to that, he was Westpac s Group Executive, Business Financial Services, responsible for business banking sales,
relationship management, customer service, and product and risk management in Australia. Peter has held several other
senior roles in Westpac including General Manager roles in Marketing, Branch Banking and Consumer Credit. Peter
joined Westpac in 1995 from BankSA where he was Chief Manager of Branch Sales and Service and Head of Strategic
Marketing. Prior to his banking career, Peter served in The Royal Australian Air Force.

IAs announced on 20 September 2011, Peter was appointed to the position of Group Executive, Transformation &
Productivity effective 1 October 2011.

Bob McKinnon BCom, ACA, MAICD. Age 58
Group Executive, Technology

Bob was appointed Group Executive, Technology on 17 July 2008. Prior to joining Westpac, Bob was Joint Managing
Director of Multiplex Limited and Multiplex Funds Management Limited. Bob has over 39 years of extensive financial and
senior management experience, having held senior positions with Lend Lease Corporation, MLC Group, State Street
[Australia and Commonwealth Bank of Australia. He is also currently a Non-executive Director of Alesco Corporation
Limited.

lJon Nicholson BA. Age 55
Chief Strategy Officer

lJon was appointed Chief Strategy Officer in February 2006, with responsibility for Westpac s strategy, planning and
M&A activities. He has deep experience in financial services strategy, including considerable international experience.
Prior to joining Westpac, Jon was a senior partner with the Boston Consulting Group (BCG), where for many years he
built and led BCG s financial services practice across Asia. Earlier in his career, Jon was Senior Private Secretary to the
Prime Minister of Australia. He is also a Trustee of the Westpac Buckland Fund.

Greg Targett BEc, DipEd, F Fin, CFTP. Age 54
Chief Risk Officer

Greg Targett was appointed Chief Risk Officer on 2 July 2009. Greg joined Westpac as Deputy Chief Risk Officer on

1 December 2008. Prior to the merger between Westpac and St.George Bank Limited, Greg was Chief Risk Officer of
St.George Bank Limited and was a member of the St.George Bank Limited Executive Management Committee from
2006. He joined St.George Bank Limited in May 2003 from National Australia Bank where he held the role of General
Manager, Wholesale and Business Banking Credit. During his 23 year career with National Australia Bank, Greg had a
lvariety of senior roles in Australia and overseas in Venture Capital, Planning and Strategy, Credit Risk, Corporate
Banking and Retail Banking.
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Rob Whitfield BCom, GradDipBanking, GradDipFin, AMP (Harvard). Age 47
Group Executive, Westpac Institutional Bank

Rob was appointed Group Executive, Westpac Institutional Bank in July 2009. He has responsibility for Westpac s
global relationships with corporate, institutional and government clients, and core product offerings across financial and
capital markets, transactional banking, and working capital and payments. In addition, Rob has responsibility for
Hastings Funds Management and Westpac s equities, structured finance, global treasury, Asian and Pacific Island
businesses. Rob joined Westpac as a graduate in 1986, where he gained broad experience in the financial markets. He
joined Treasury in 1993 and was appointed Group Treasurer in 2000. In 2004 he became Chief Risk Officer and joined
the Executive Team in December 2005. From April 2007, Rob undertook advisory work as a Group Executive for
Westpac s Chief Executive Officer with responsibility for the oversight of the merger with St.George Bank Limited. He
was appointed Group Executive, Risk Management in November 2008 prior to assuming his current role.
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3. Report on the business

a) Principal activities

The principal activities of the Group during the financial year ended 30 September 2011 were the provision of financial services including lending,
deposit taking, payments services, investment portfolio management and advice, unit trust and superannuation fund management, insurance
services, leasing, general finance, foreign exchange and money market services.

There have been no significant changes in the nature of the principal activities of the Group during 2011.
b) Review of and results of operations and financial position

A review of the operations of the Group and its divisions and their results for the financial year ended 30 September 2011 is set out in Section 2 of
the Annual Report under the sections Review of Group operations and Divisional performance , which form part of this report.

Further information about our financial position and financial results is included in the financial statements in Section 3 of the Annual Report, which
form part of this report.

The net profit attributable to equity holders of Westpac for the financial year ended 30 September 2011 was $6,991 million.
c) Dividends

Since 30 September 2011, Westpac has announced a final dividend of 80 cents per ordinary share, totalling approximately $2,424 million for the
year ended 30 September 2011 (2010 final dividend of 74 cents per Westpac ordinary share, totalling $2,212 million). The final dividend will be fully
franked and will be paid on 19 December 2011.

An interim dividend for the current financial year of 76 cents per ordinary share, totalling $2,288 million, was paid as a fully franked dividend on
4 July 2011 (2010 interim dividend of 65 cents per ordinary share, totalling $1,935 million).

d) Significant changes in state of affairs and events during and after the end of 2011 financial year
Significant changes in the state of affairs of the Group during 2011 were:

§ the finalisation of a component of tax consolidation related to Westpac s merger with St.George Bank Limited;

§ the downgrading by Moody s of Westpac s long-term, senior unsecured debt rating (along with the other major Australian banks) to Aa2
from Aai;

§ the launch of the Bank of Melbourne in July 2011;

§ a change to the operating model in New Zealand from 1 November 2011, which has resulted in various business activities and associated

employees being transferred from Westpac s NZ branch to WNZL; and

§ ongoing regulatory changes and developments, which has included changes to liquidity, capital, derivatives, financial services, taxation and
other regulatory requirements.

For a discussion of these matters, please refer to Significant developments in Section 1 under Information on Westpac , which forms part of this
report.

In addition, during the year a number of external events have contributed to an increasingly negative outlook for the global economy. These events
include the heightening of sovereign debt issues in Europe, a weakening of the US economy and tension in the Middle East and North Africa. From
the second half of the year, these events have contributed to increased levels of market volatility, reduced levels of consumer and business
confidence and a softening in overall economic activity in the affected regions. To date, these events have had little direct impact on Westpac, given
Westpac Group s focus on Australia and New Zealand. However, it is possible that Westpac Group may be indirectly impacted in future financial
years if significant market volatility, weaker asset markets and softer global economic growth continues. For a discussion of these matters and how
Westpac may be impacted, please refer to Risk factors in Section 2.
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e) Business strategies, developments and expected results

Our business strategies, prospects and likely major developments in the operations of the Group in future financial years and the expected results
of those operations are discussed in Section 1 under Information on Westpac , including under Significant developments .

Further information on our business strategies and prospects for future financial years and likely developments in our operations and the expected
results of operations have not been included in this report because the Directors believe it would be likely to result in unreasonable prejudice to us.
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4. Directors interests

a) Directors interests in securities

The following particulars for each Director are set out in Section 9 Remuneration Report and Note 41 of our consolidated financial statements for
the year ended 30 September 2011 and in the tables below:

their relevant interests in our shares or the shares of any of our related bodies corporate;

their relevant interests in debentures of, or interests in, any registered managed investment scheme made available by us or any of our
related bodies corporate;

their rights or options over shares in, debentures of, or interests in, any registered managed investment scheme made available by us or any
of our related bodies corporate; and

any contracts:
to which the Director is a party or under which they are entitled to a benefit; and

that confer a right to call for or deliver shares in, debentures of, or interests in, any registered managed investment scheme made available by
us or any of our related bodies corporate.

Directors interests in Westpac and related bodies corporate as at 2 November 2011

Number of Westpac Number of Westpac Number of Westpac Westpac Westpac
Ordinary Shares Share Options Share Rights SPS SPS Il

Westpac Banking Corporation
Ted Evans 24,408 - - - -
Gail Kelly 1,459,2141 720,5562 486,5453 - -
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John Curtis 80,787 - - - -
Elizabeth Bryan 21,954 - - - R
Gordon Cairns 17,038 - - - -
Peter Hawkins 15,218 - - 1,465 -
Carolyn Hewson 16,348 - - - -
Lindsay Maxsted 15,360 - - - -
Graham Reaney 75,361 - - - -
Peter Wilson 16,087 - - - -

Number of BTIM Ordinary

Shares

BT Investment Management Limited
Carolyn Hewson 29,937 - - - -
1 Westpac ordinary shares granted under the CEO Restricted Share Plan in relation to the CEO s sign-on arrangements.
2 Options issued under the Chief Executive Officer Performance Plan.
3 Share rights issued under the Chief Executive Officer Performance Plan.

b) Other relevant interests as at 2 November 2011

Certain subsidiaries of Westpac offer a range of registered schemes and infrastructure notes. The Directors from time to time invest in these
schemes and notes and are required to provide a statement to the ASX when any of their interests in these schemes or notes change (except
interests in a number of cash management trusts)1. The level of interest held by Directors is set out below.

The level of interests held directly and indirectly by Directors as at 2 November 2011

Relevant Interests Relevant Interests in Other Relevant Interests Date of Last

in Infrastructure Cash Management Trusts in Registered Schemes Notification to

Notes1 (Units)2 (Units) the ASX

Elizabeth Bryan - - - 26 August 2011

John Curtis - - - 26 August 2011
1 As advised to the ASX on 26 August 2011, Elizabeth Bryan and John Curtis had relevant interests in Infrastructure Notes which were

redeemed on 24 June 2011.

2 ASIC has exempted each Director from the obligation to notify the ASX of a relevant interest in a security that is an interest in
BT Cash Management Trust (ARSN 087 531 539), BT Premium Cash Fund (ARSN 089 299 730), Westpac Cash Management Trust
(ARSN 088 187 928), BT Institutional Managed Cash Fund (ARSN 088 832 491) or BT Institutional Enhanced Cash Fund (ARSN 088 863 469).
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c¢) Indemnities and insurance

Under our constitution, unless prohibited by statute, we must indemnify each of the Directors and Company Secretaries of Westpac and of each of
our related bodies corporate (except related bodies corporate listed on a recognised stock exchange), each employee of Westpac or our
subsidiaries (except subsidiaries listed on a recognised stock exchange), and each person acting as a responsible manager under an Australian
Financial Services Licence of any of Westpac s wholly-owned subsidiaries against every liability incurred by each such person in their capacity as
director, secretary, employee or responsible manager, as the case may be; and all legal costs incurred in defending or resisting (or otherwise in
connection with) proceedings, whether civil or criminal or of an administrative or investigatory nature, in which the person becomes involved
because of that capacity.

Each of the Directors named in this Directors report and each of the Company Secretaries of Westpac has the benefit of this indemnity.

Consistent with shareholder approval at the 2000 AGM, Westpac has entered into a Deed of Access and Indemnity with each of the Directors,
which includes indemnification in identical terms to that provided in our constitution.

Westpac also executed a deed poll in September 2009 providing indemnification equivalent to that provided under our constitution to individuals
acting as:

statutory officers (other than as a director) of Westpac;

directors and other statutory officers of wholly-owned subsidiaries of Westpac; and

directors and statutory officers of other nominated companies as approved by Westpac in accordance with the terms of the deed poll and
Westpac s contractual indemnity policy.

Some employees of Westpac s related bodies corporate and responsible managers of Westpac and its related bodies corporate are also currently
covered by a deed poll that was executed in November 2004, which is in similar terms to the September 2009 deed poll.

Our constitution also permits us, to the extent permitted by law, to pay or agree to pay premiums for contracts insuring any person who is or has
been a Director or Company Secretary of Westpac or any of its related bodies corporate against liability incurred by that person in that capacity,
including a liability for legal costs, unless:

we are forbidden by statute to pay or agree to pay the premium; or
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the contract would, if we paid the premium, be made void by statute.

Under the September 2009 deed poll, Westpac also agrees to provide directors and officers insurance to directors of Westpac and directors of
Westpac s wholly-owned subsidiaries.

For the year ended 30 September 2011 the Group has insurance cover in respect of the amounts which we may have to pay under the indemnities
set out above. That cover is subject to the terms and conditions of the relevant insurance, including but not limited to the limit of indemnity provided
by the insurance. The insurance policies prohibit disclosure of the premium payable and the nature of the liabilities covered.

d) Options and share rights outstanding

As at the date of this report there are 10,774,762 share options outstanding and 3,568,756 share rights outstanding in relation to Westpac ordinary
shares. The expiry date of the share options range between 9 January 2012 and 1 March 2019 and the weighted average exercise price is $22.55.
The latest dates for exercise of the share rights range between 20 January 2013 and 1 August 2021.

Holders of share options and share rights outstanding in relation to Westpac ordinary shares do not have any rights under the share options and
share rights to participate in any share issue or interest of Westpac or any other body corporate.

e) Proceedings on behalf of Westpac

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of Westpac, or to
intervene in any proceedings to which Westpac is a party, for the purpose of taking responsibility on behalf of Westpac for all or part of those
proceedings.

No proceedings have been brought or intervened in on behalf of Westpac with leave of the Court under section 237 of the Corporations Act 2001.

5. Environmental disclosure

The Westpac Group s environmental framework starts with  Our Principles for Doing Business , which outline our broad environmental principles.
This framework includes:

our environmental policy statement Westpac and the Environment: Our Environmental Policy , which has been in place since 1992;

our Sustainable Supply Chain Management framework; and

144



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

public reporting of our environmental performance. We also participate in a number of voluntary initiatives including the Carbon Disclosure
Project, the Equator Principles and the United Nations Global Compact CEO Water Mandate.

In 2008, we launched a five-year climate change strategy. The strategy outlines specific objectives for our direct environmental impacts, and
continued engagement and advocacy along our value chain with customers and suppliers. We continue to work within the framework set down in

the strategy.
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The Group is required to comply with the Energy Administration Amendment (Water & Savings) Act 2005 (NSW) (EAA). We comply with our
obligations pursuant to the EAA as a designated energy user and a designated water user through an:

Energy Savings Action Plan for Westpac s North Ryde site which was approved by the NSW Government on 14 February 2008. The Annual
Progress Report for the North Ryde site was submitted for this year on 30 September 2011. We comply with our obligations under the EAA and the
Action Plan; and

Energy Savings Action Plan and a Water Savings Action Plan for the St.George House Building at Kogarah. Both action plans were approved
by the NSW Government during 2006 and require Annual Progress Reports (submitted to the NSW Government by 31 December each year). We
comply with our obligations under the EAA and these Action Plans.

The National Greenhouse and Energy Reporting Act 2007 (Cth) (National Greenhouse Act) came into effect in July 2008. The Group reports on
greenhouse gas emissions, energy consumption and production under the National Greenhouse Act for the period 1 July through 30 June each
year.

The Group is subject to the reporting requirements of the Energy Efficiency Opportunities Act 2006 (Cth) (EEQO), which requires a report to be
submitted to the Commonwealth Government identifying and evaluating cost effective energy savings opportunities. The Group registered under the
EEO on 24 March 2010 and our Assessment and Reporting Schedule was submitted on 22 December 2010. The first public and government report
will be submitted to the Commonwealth Government by 31 December 2011. The public report will be available on the Westpac website.

Our operations are not subject to any other particular and significant environmental regulation under any law of the Commonwealth of Australia or of
any State or Territory of Australia. We may, however, become subject to environmental regulation as a result of our lending activities in the ordinary
course of business and we have policies in place to ensure that this potential risk is addressed as part of our normal processes.

We have not incurred any liability (including for rectification costs) under any environmental legislation.

Further details on our environmental performance, including progress against our climate change strategy and details of our emissions profile are
available on our website at www.westpac.com.au/about-westpac/sustainability-and-community.

6. Rounding of amounts

Westpac is an entity to which ASIC Class Order 98/100 dated 10 July 1998, relating to the rounding of amounts in Directors reports and financial
reports, applies. Pursuant to this Class Order, amounts in this Directors report and the accompanying financial report have been rounded to the
nearest million dollars, unless indicated to the contrary.

7. Political expenditure

In line with Westpac policy, no cash donations were made to political parties during the financial year ended 30 September 2011. The expenditure
reflected in the table below relates to payment for participation in legitimate political activities where there was assessed to be of direct business
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benefit to Westpac. Such activities include business observer programs attached to annual party conferences, policy dialogue forums and other
political functions such as speeches and events with industry participants.

Political expenditure, year ended 30 September 2011

Australia

Amount

$1

Australian Labor Party 30,559
Liberal Party of Australia 20,390
National Party of Australia 11,450
Total 62,399
1 Represents aggregate amount at both Federal and State/Territory levels.
New Zealand

The total expenditure on political activities in New Zealand for the year ended 30 September 2011 was NZ$5,565. In line with Westpac policy, no
cash donations were made to political parties in New Zealand during the year.
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8. Directors meetings

Each Director attended the following meetings of the Board and Committees of the Board during the financial year ended 30 September 2011:

Audit Mansésé%ent Nominations Remuneration Sustainability =~ Technology

Notes Board Meetings  Committee Committee Committee Committee Committee Committee
Number of meetings
held during the year 10 4 4 5 5 3 3
Director A B A B A B A B A B A B
Ted Evans 1 10 10 4 4 4 4 5 5 - - - - 3 3
John Curtis 2 10 10 4 4 4 4 5 5 5 5 - - - -
Gail Kelly 3 10 9 - - - - - - - - 3 2 3 2
Elizabeth Bryan 4 10 10 4 4 4 4 5 5 3 3 - - 3 3
Gordon Cairns 5 10 10 4 3 4 3 1 1 5 5 - - - -
Peter Hawkins 6 10 10 4 4 4 4 4 4 - - - - 3 3
Carolyn Hewson 7 10 10 4 4 4 4 5 5 5 5 - - - -
Lindsay Maxsted 8 10 10 4 4 4 4 5 5 - - - - - -
Graham Reaney 9 10 10 4 4 4 4 - - = = - -
Peter Wilson 10 10 10 4 4 4 4 5 5 - - 3 - -

This table shows membership of standing committees of the Board. From time to time the Board may form other Committees or request Directors to
undertake specific extra duties.

A - Meetings eligible to attend as a member B - Meetings attended as a member

Unless otherwise stated, each Director has been a member, or the Chairman, of the relevant Committee for the whole of the period
from 1 October 2010.

1 Chairman of the Nominations Committee until 9 August 2011. He is a member of the Audit Committee, Risk Management Committee,
Technology Committee and from 9 August 2011 a member of the Nominations Committee.

2 Chairman of the Remuneration Committee from 15 December 2010. He is a member of the Audit Committee, Risk Management Committee,
Nominations Committee and up until his appointment on 15 December 2010 as Chairman, he was a member of the Remuneration Committee.

3 Member of the Sustainability Committee and Technology Committee.
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4 Chairman of the Risk Management Committee from 15 December 2010. She was Chairman of the Technology Committee until

15 December 2010. She is a member of the Audit Committee, Nominations Committee and Remuneration Committee and, from

15 December 2010, a member of the Technology Committee and up until her appointment as Chairman, she was a member of the Risk
Management Committee.

5 Chairman of the Remuneration Committee until 15 December 2010. Member of the Audit Committee, Risk Management Committee and, from
15 December 2010, a member of the Remuneration Committee. He was a member of the Nominations Committee until 15 December 2010.

6 Chairman of the Technology Committee from 15 December 2010. He is a member of the Audit Committee, Risk Management Committee and,
from 15 December 2010, a member of the Nominations Committee and up until his appointment as Chairman, he was a member of the Technology
Committee.

7 Chairman of the Nominations Committee from 9 August 2011. Chairman of the Risk Management Committee until 15 December 2010. Member
of the Audit Committee, Remuneration Committee and, from 15 December 2010, a member of the Risk Management Committee. She was a
member of the Nominations Committee to 9 August 2011.

8 Chairman of the Audit Committee. He is a member of the Risk Management Committee and Nominations Committee.

9 Member of the Audit Committee, Risk Management Committee and Sustainability Committee.

10 Chairman of the Sustainability Committee. He is a member of the Audit Committee, Risk Management Committee and Nominations Committee.

All Directors receive the papers for all meetings of the Board and all Board Committee meetings and are invited to attend all Committee meetings
(even where they are not members of the relevant Committee). The above table only sets out attendance by members of the relevant Committees.
It does not reflect attendance at Committee meetings by other Directors who were not members of the relevant Committee.
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9. Remuneration report

Introduction from the Chairman of the Board Remuneration Committee

Dear Shareholder,
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We are pleased to present Westpac s 2011 Remuneration Report (Report).

We have made a number of changes to this year s Report to improve the clarity of presentation of our remuneration policies, practices and
outcomes. For example, we have introduced a table in Section 3.3 of this Report showing the actual remuneration awarded and paid to the
Managing Director & Chief Executive Officer (CEO) and senior executives during the 2011 financial year. This supplements the statutory
remuneration disclosures we are required to make.

Key changes to Remuneration Policy in 2011

In last year s report, based on an earlier review of market practice, we announced our intention to:

increase the percentage of short-term incentive (STI) that senior executives receive in Westpac shares from 25% to 40%;

extend the total vesting period for those shares from two years to three years (vesting will occur equally at one, two and three years);

remove re-testing from our long-term incentive (LTI) scheme for grants made in or after December 2011; and

introduce a second performance hurdle for our LTI scheme, in addition to the existing total shareholder return (TSR) hurdle.

The changes to the deferral arrangements for the executive STl scheme will be implemented for STI awards granted in 2011.

For STl awards made in 2011, the Board will have the discretion to reduce or cancel unvested deferred STI where material risk or financial-related
information has come to light since the initial award was made. This will further enhance the alignment of executive remuneration with shareholder
interests.

In August 2011, the Board approved a recommendation made by the Remuneration Committee to remove re-testing for future LTI grants and to
introduce Cash Earnings Per Share (Cash EPS) Growth as the second LTI performance hurdle. These changes will be implemented for LTI grants
made in December 2011.

The selection of Cash EPS Growth as our second performance hurdle was approved by the Board after considering an independent review
completed for the Remuneration Committee by Guerdon Associates, feedback from investors and their advisers and based on the Board s own
assessment of a number of LTI performance measures.

For LTI grants made in December 2011, 50% of the allocation value will be subject to the Cash EPS Growth hurdle and 50% will continue to be
subject to the current TSR hurdle.
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Additional details on these changes to our LTI scheme are included in Section 1.2 of the Report.

Risk and governance

During the year, remuneration risk and governance evolved significantly with the introduction of new legislation and regulations, both domestically
and globally. The Remuneration Committee has continued to monitor, and make changes where necessary to our remuneration frameworks,
policies and practices to ensure they meet current legislative and regulatory requirements.

The Remuneration Committee met with representatives from APRA in July to discuss our remuneration arrangements, with particular focus on how
we integrate risk into our remuneration practices.

The Board appointed Guerdon Associates as its independent consultant to advise on matters relating to executive remuneration. Guerdon
Associates advised the Board on the review of the LTI scheme and on benchmarking our CEO, senior executive and Non-executive Director
remuneration as part of our annual remuneration review.

The Board is confident that the changes made during the year to Westpac s remuneration framework, policy and practices are consistent with
prudent risk management, strong governance principles and at the same time incent our senior executives to deliver superior long-term results for
our shareholders.

As always, we welcome your feedback as we strive to make the report simpler and easier to understand.

John Curtis

Chairman Board Remuneration Committee
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1. Remuneration snapshot

This section provides an overview of the Group s remuneration arrangements during 2011.

1.1 Significant factors impacting remuneration this year

Following an improvement in 2010, economic conditions deteriorated again during the second half of 2011. Notwithstanding that our businesses
have been impacted by overall weaker domestic conditions, growing volatility in the global financial sector and natural disasters, the Group s
financial performance was sound. The consequential impact on our performance during the year was taken into account in the 2011 remuneration
review process, including for senior executive remuneration.

Remuneration levels

In May 2009, we responded to the challenges presented by the global financial crisis by freezing fixed remuneration levels and variable reward
targets for the CEO and senior executives.

More stable market conditions and improving results enabled us to recommence remuneration reviews from 1 October 2010.

Our performance during the year, and associated remuneration implications, are discussed in more detail in the Section 3.

Regulatory changes

2011 continued to be a year of significant regulatory evolution for remuneration and governance practices, both in Australia and internationally.

The following actions were undertaken during the year in response to regulatory and legislative developments:

our Board Remuneration Committee Charter was reviewed and updated to reflect new responsibilities under changes to the Corporations Act
2011 (the Act);

a process for engaging remuneration consultants on or after 1 July 2011 was developed and implemented to ensure compliance with new
requirements of the Act. The key operational changes relate to the process for engagement of remuneration consultants providing
recommendations on Key Management Personnel (KMP) remuneration. Those consultants are directly engaged by the Remuneration Committee
through its Chairman with associated protocols for meeting strict independence of the consultant;
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a review of remuneration structures for UK based employees was conducted to ensure compliance with the Financial Services Authority (FSA)
Code requirements. Although some adjustments were required, the review found us largely compliant with the Code;

the Board Remuneration Committee met with APRA in July 2011 to review Westpac s remuneration and governance frameworks against its
prudential standard APS 510 and emerging global practices; and

continued active contribution to the development of emerging regulatory and legislative requirements through the lodgement of submissions,
participation in consultation processes and industry forums.

The Board is confident that Westpac s remuneration strategy and framework positions us well to respond to further legislative and regulatory
changes expected in 2012.

1.2 CEO and senior executive remuneration

Remuneration principles and strategy

Our remuneration strategy is designed around six principles:

talented employees;

pay for performance;

competitive and fair;

aligned with shareholders interests;

risk adjusted remuneration; and

simple, flexible and transparent.
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Our strategy, based on these principles, is to attract and retain talented employees by rewarding them for achieving high performance, developing
sustainable customer relationships and delivering superior long-term results for our shareholders. The strategy also incorporates sound principles of
risk management and governance.

Executive remuneration framework

The executive remuneration framework for the CEO and senior executives has three components.

Fixed remuneration takes into account the size and complexity of the role, individual responsibilities, experience, skills and market-related pay
levels. Fixed remuneration refers to fixed package which comprises cash salary and salary sacrifice items plus employer superannuation.

STl comprises cash and deferred shares. The level of payment is determined based on an STI target set using similar principles to those used for
fixed remuneration and on individual, divisional and Group performance for the year. These are measured against risk-adjusted financial targets
and non-financial targets that support the Group s short and long-term strategy.

LTI performance share rights, which vest over a three-year period if performance hurdles are achieved. The award takes into account market
benchmarks, individual performance over time, succession potential and key skills.
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Executive remuneration changes in 2011

Whilst our remuneration strategy and principles remain unaltered, we continued to evolve our executive remuneration framework during 2011. At a
high level, the resultant changes include a greater proportion of total remuneration for senior executives being granted in equity and longer deferral
periods to allow more time for risks to emerge. In summary, the changes to our executive remuneration framework and policies for 2011 are:

Changes to STI
The percentage of STI that senior executives receive in Westpac shares increased from 25% to 40%.

The deferral period for the STI now extends to three years (previously 50% vesting after one year and 50% vesting after two years for the
CEO and 100% vesting after two years for the majority of senior executives).

For STls awarded to senior executives from December 2011 onwards, the Board s discretion has been expanded to reduce or cancel
unvested securities where material risk or financial-related information has come to light since the grant of the deferred equity and the Board
subsequently considers that the initial grant of deferred equity was not justified.

Changes to LTI

The Board approved the following changes to Westpac s future LTI arrangements, which take effect for LTI grants made in and after
December 2011:

the introduction of Cash EPS Growth as a second performance hurdle. 50% of LTI allocations will be subject to the Cash EPS Growth hurdle
and 50% will continue to be subject to the current TSR hurdle; and

the removal of re-testing.

Following an independent review completed for the Board by Guerdon Associates, feedback from investors and their advisers and the Board s own
assessment of a number of LTI performance measures, Cash EPS was selected as the second performance measure for the following reasons:

Transparency Cash EPS is featured in annual disclosures with a consistent definition;
Management line of sight and influence;

Market practice EPS is a common second performance hurdle in ASX top 50 companies;
Cash EPS is a basis for equity analyst and fund manager valuations; and

Strong alignment with Westpac shareholder interests.

Features of the Cash EPS Growth Hurdle
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Cash EPS Growth will be measured using three year compound annual growth rates.

The Board will set three year Threshold and Maximum targets each year informed by a range of factors considered relevant by the Board
including the Group s strategic planning process and analyst forecasts for the major Australian banks.

50% of the Cash EPS Growth tranche will vest on achievement of the Threshold target and 100% will vest on achievement of the Maximum
target. Consistent with our TSR hurdle, there will be straight line vesting between the Threshold and Maximum levels of performance.

As Westpac does not issue market guidance, given the market sensitivity of the Cash EPS Growth targets, the Threshold and Maximum
targets have been determined by the Board as appropriately stretching and will be disclosed on vesting of awards at the end of the three year
performance period.

Target remuneration mix

A target remuneration mix is determined for each management level, with the proportion of performance-based rewards increasing with the level of
responsibility and the critical nature of the role.

The following diagram illustrates the 2011 target remuneration mix for the CEO and the average 2011 target remuneration mix for Group
Executives.

LTI Performance share rights (December 2010 grant)

three to five year performance period

value only received if Westpac performs at or above peer group median

Deferred STI Restricted shares

40% of STI outcome for the majority of senior executives
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restricted for up to three years subject to service conditions

STI paid as cash

60% of STI outcome for the majority of senior executives

in December 2011

Fixed remuneration

including cash, salary sacrifice items and employer superannuation
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For the CEO and senior executives, the target remuneration mix has been designed to achieve an appropriate balance between short and
long-term results. While the aggregate STl forms the largest component of target remuneration, deferring 40% of the STI as equity over three years
results in the benefits typically achieved by using LTI (by aligning remuneration with shareholder interests and retaining talented executives).

1.3 Remuneration for other employees

The remuneration strategy for other employees is aligned with our approach for senior executives. In particular:

fixed remuneration is aligned to the market and is reviewed annually;
we provide superannuation for employees in Australia, New Zealand and some other countries in which we operate;

employees have the opportunity to participate in an STl scheme designed to support the objectives of their division and the Group, including
risk management. In some cases a portion is deferred;

key employees may also receive an LTI award in the form of deferred shares; and

eligible employees may receive an annual award of Westpac ordinary shares up to the value of $1,000 under the Employee Share Plan
provided the Group meets at least one of two hurdles: an increase in share price or in customer advocacy.

1.4 KMP remuneration disclosed in this report

CEO and senior executives

The remuneration of the KMPs listed in the table below is disclosed in the Report.

Name Position
Gail Kelly Managing Director & Chief Executive Officer

Group Executives

John Arthur Group Executive, Counsel & Secretariat

Rob Chapman1 Chief Executive, St.George Banking Group

Peter Clare Group Executive, Product & Operations

Philip Coffey Chief Financial Officer

Rob Coombe Group Executive, Westpac Retail & Business Banking
Brad Cooper Chief Executive Officer, BT Financial Group

George Frazis CEO, Westpac New Zealand Limited

Peter Hanlon Group Executive, People & Transformation
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Bob McKinnon
Greg Targett
Rob Whitfield

Other Senior Executives
Curt Zuber

1 Rob Chapman began exercising the functions of Chief Executive, St.George Banking Group from 1 October 2010 before being formally
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Group Executive, Technology
Chief Risk Officer

Group Executive, Westpac Institutional Bank

Group Treasurer

appointed to that role on 1 December 2010. Greg Bartlett retired on 1 December 2010 after facilitating an orderly transition at St.George over the
period from 1 October 2010 until his retirement.

Non-executive Directors

Name
Ted Evans

John Curtis
Elizabeth Bryan
Gordon Cairns
Peter Hawkins
Carolyn Hewson
Lindsay Maxsted
Graham Reaney

Peter Wilson

Position
Chairman

Deputy Chairman
Director
Director
Director
Director
Director
Director

Director
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2. Governance and risk management

This section details the Group s approach to governance and risk management as they relate to remuneration.

2.1 Governance

The Group s remuneration policies and practices strive to fairly and responsibly reward employees, having regard to performance, Westpac s risk
management framework, the law and high standards of governance.

The role of the Board is to provide strategic guidance for the Group and effective oversight of management. In this way the Board is accountable to
shareholders for performance. As part of this role, the Board has overall responsibility for remuneration, which includes:

approving individual remuneration levels for the CEO, Non-executive Directors, executives who report directly to the CEO, other persons
whose activities in the Board s opinion affect the financial soundness of the Group and any other person specified by APRA;

determining the corporate goals and objectives relevant to the remuneration of the CEO and evaluating the performance of the CEOQ in light of
these objectives;

considering and approving the Group Remuneration Policy and remuneration structures for each category of persons1 covered by the Group
Remuneration Policy;

approving the appointment of Group Executives and the General Manager Group Assurance and monitoring the performance of senior
management; and

determining the size of bonus / incentive pools as part of the Group s annual plan based on consideration of pre-determined business
performance indicators and the financial soundness of the Group.

The Remuneration Committee supports the Board. Its primary function is to assist the Board in fulfilling its responsibilities to shareholders with
regard to remuneration. The Remuneration Committee monitors both the Group s remuneration policies and practices, external remuneration
practices, market expectations and regulatory requirements in Australia and internationally. The Remuneration Committee:

reviews and makes recommendations to the Board in relation to the Group Remuneration Policy and assesses the Group Remuneration
Policy s effectiveness and compliance with Prudential Standards;

reviews and makes recommendations to the Board on individual remuneration levels for the CEO, Non-executive Directors, other executives
who report directly to the CEO, other persons whose activities in the Board s opinion affect the financial soundness of the Group, any other person
specified by APRA, and any other person the Board determines;
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reviews and makes recommendations to the Board on remuneration structures, for each category of persons covered by the Group
Remuneration Policy;

1 This includes persons whose activities in the Remuneration Committee s opinion may affect the financial soundness of Westpac and any
other person specified by APRA.

reviews and makes recommendations to the Board on corporate goals and objectives relevant to the remuneration of the CEO, and the
performance of the CEO in light of these;

reviews and makes recommendations to the Board in relation to approving any and all equity based plans;

oversees general remuneration practices and reward expenditure across the Group;

reviews and makes recommendations to the Board on the remuneration framework, policies and fee levels for Non-executive Directors of
subsidiary boards;

reviews and makes recommendations to the Board on the size of the variable reward pool;

oversees the Group s equity based plans, and makes recommendations to the Board relating to new plans and changes to existing plans;
and

approves remuneration arrangements outside of the Group Remuneration Policy relating to those individuals or groups of individuals who are
significant because of the sensitivity of their roles, precedent or disclosure implications.

During 2011, the Board appointed Guerdon Associates as its independent consultant to provide specialist advice on executive remuneration and
other Group remuneration matters. These services are provided directly to the Remuneration Committee and are independent of management. The
Chairman oversees the remuneration arrangements for, and payment of, the independent consultant.

Members of the Remuneration Committee during 2011

All members of the Remuneration Committee are independent Non-executive Directors. During 2011 the members were:

John Curtis (Chairman from 15 December 2010);
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Elizabeth Bryan (Member from 15 December 2010, commencing with her appointment as Chairman of the Board Risk Management
Committee);

Gordon Cairns (Chairman until 15 December 2010); and

Carolyn Hewson.

Remuneration Committee Charter

The role and responsibilities of the Remuneration Committee are set out in the Board Remuneration Committee Charter, which is available on the
Group s website at www.westpac.com.au/corporateresponsibility.

All Board Committee Charters are reviewed annually. The Board Remuneration Committee Charter was amended in August 2011. Further
information about the Remuneration Committee is provided in the Corporate Governance Statement in this Annual Report.

Other internal governance structures

The following governance structures assist the Board and the Remuneration Committee to fulfil their responsibilities to shareholders regarding
remuneration matters. The roles and responsibilities of these internal groups and committees, comprised of Westpac executives, are outlined
below:
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Remuneration Oversight Committee  responsible for leading the optimisation of risk-adjusted remuneration across the Group, overseeing the
Group Remuneration Policy, remuneration arrangements, and the criteria and rationale for recommending the total quantum of the Group variable
reward pool as approved by the Board;

Divisional Remuneration Oversight Commitiees  responsible for designing and proposing incentive plans and monitoring remuneration
outcomes for the respective division; and

Functional Remuneration Oversight Committees  responsible for reviewing incentive plans and remuneration outcomes for the respective
functions so there is consistency and appropriateness across the Group. The Committees also review the remuneration structure for Risk and
Financial Control employees so that their independence is not compromised.

2.2 Risk management

The Group s remuneration strategy, executive remuneration framework, policies and practices all reflect the sound risk management that is
fundamental to the way we operate. The performance of each division within the Group is reviewed and measured with reference to how risk is
managed and the results influence remuneration outcomes.

The executive remuneration framework specifically includes features to take account of risk. The framework is composed of a mix of fixed pay and
variable reward, a portion of which is deferred. The CEO and senior executives receive deferred compensation in two forms: deferred shares as
part of the STI, and an LTI award of performance share rights which deliver value only if the Group meets or exceeds predetermined performance
hurdles. These help to align the interests of the CEO and senior executives with those of shareholders.

Each year the Board determines the size of the variable reward pool. This is based on an assessment of how profit should be shared among
employees, shareholders and ongoing capital requirements. The primary financial indicator used is economic profit, which measures profitability
adjusted for risk in the business. Cash earnings, cash earnings per share and dividends are also taken into account.

STl outcomes are based on both financial and non-financial measures, with the latter reflecting risk management outcomes and the Group s
progress on the implementation of our strategy. Economic profit accounted for 40% of the CEO s and Group Executives scoreboards for 2011. A
performance measure related to the Board s Risk Appetite Statement accounted for a further 10% of the CEO s and Group Executives
scoreboards. In addition, the CEO and each Group Executive is assessed on specific risk measures that may influence any discretionary
adjustment to the scoreboard. Ultimately, the Board has 100% discretion with the STI outcome. We believe this discretion is vital to balance a
mechanistic approach in determining performance and reward outcomes and to enable previous decisions (either good or bad) to be taken into
account. This discretion may be exercised both up and down.

Shareholding requirements

To align their rewards with shareholder returns, the CEO and Group Executives are expected to build and maintain a substantial Group
shareholding within five years of beginning a Group Executive role. For the CEO the value of that shareholding is expected to be no less than five
times her annual fixed package. For Group Executives the expected minimum is $1.2 million.

Participants in the Group s equity plans are forbidden from entering either directly or indirectly into hedging arrangements for unvested shares in
their STI and LTI equity awards. No financial products of any kind may be used to mitigate the risk associated with these equity instruments. Any
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attempt to hedge these securities makes them liable for forfeiture.

Approval of remuneration decisions

We aim to integrate effective risk management into the remuneration framework throughout the organisation. The Chairman of the Board Risk
Management Committee is a member of the Remuneration Committee and members of the Remuneration Committee are also members of the
Board Risk Management Committee. In carrying out its duties, the Remuneration Committee can access personnel from risk and financial control
and engages external advisors who are independent of management.

We follow a strict process of two-up approval for all remuneration decisions. This means that remuneration is approved by the next most senior
person above the employee s manager. This concept is also reflected in our requirement for the Board, based on recommendations from the
Remuneration Committee, to approve:

performance outcomes and remuneration for the CEO and Group Executives; and

performance outcomes and remuneration for other executives who report directly to the CEO, other persons whose activities in the Board s
opinion affect the financial soundness of the Group and any other person specified by APRA.

Performance and remuneration outcomes for all General Managers (who report to Group Executives) are approved by the CEO, on the
recommendation of the Group Executive to whom they report.

Any significant remuneration arrangements which fall outside the Group Remuneration Policy are referred to the Remuneration Committee for
review and approval.

Corporate values and culture

We actively focus on our corporate values and seek to ensure a culture of risk management is embedded throughout our organisation. The

Group s corporate values are: being part of one team, delighting customers, achievement, valuing each other and acting with integrity. Our
bi-annual Culture Values Assessment1 asks employees what they value personally and what they believe are the values of the organisation. In
2010, these included values consistent with a culture of risk management, compliance , accountability and doing the right thing . The Culture
Values Assessment will be conducted again in 2012.

1 Results of the Culture Values Assessment reported by Barrett Values Centre, August 2010.
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3. Executive Remuneration

3.1 Structure and policy

a) Fixed remuneration
Fixed remuneration refers to fixed package, which comprises cash salary and salary sacrifice items, plus employer superannuation.

The Group provides superannuation contributions of 9% of fixed package in line with statutory obligations. During 2011, two senior executives
remained members of legacy defined benefit superannuation funds (which are closed to new members).

Fixed remuneration is reviewed annually and is effective from 1 January each year. For 2011, the Board approved fixed remuneration increases for
the CEO and Group Executives, averaging 8%, after taking into consideration the following:

fixed remuneration for the CEO had not been reviewed since she joined the Group in February 2008;
fixed remuneration for Group Executives was not reviewed for the previous year as part of the Group s response to the global financial crisis;
relative market benchmarks, particularly within the financial services industry; and

to encourage retention and motivation of key executives given increasing competition for talent in a challenging environment.

b) STI

STls are used to motivate and reward executives for achieving annual financial and non-financial performance objectives that support the Group s
strategic goals. The CEO and senior executives each have a financial target for STI and the actual STI award is assessed on a balanced
scoreboard approach (subject to Board discretion) at up to 200% of target. 60% of the STI award is paid in cash and 40% is awarded in deferred
equity.

STl targets

The CEO s STl target for 2011 was $3.6 million.
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STl targets for Group Executives are set by the Remuneration Committee and approved by the Board at the beginning of each performance year
based on a number of factors including market competitiveness and the nature of the role. STl awards for Group Executives are managed within the
Group-wide variable reward pool.

STl structure

For 2011, 60% of the STI outcome for the CEO and Group Executives (excluding Bob McKinnon) will be paid as cash in December 2011 and 40%
of the STI outcome will be deferred and received as Westpac ordinary shares over a three year period. If an executive remains employed with the
Group, the deferred portion of the STI will vest in three equal tranches over one, two and three years.

For Bob McKinnon, 75% of his 2011 STI outcome will be paid as cash in December 2011 and 25% of his STI outcome will be deferred and received
as Westpac ordinary shares that vest after one year as per his contract.

The table below details the type of equity and the instrument used to grant the 2011 deferred STI to executives.

Executive Deferred STI Type of Equity Deferred STI Equity Plan
CEO Westpac ordinary shares CEO Restricted Share Plan1
Senior Executives in Australia Westpac ordinary shares Restricted Share Plan1
Senior Executives  outside Australia Rights to ordinary shares, which entitle the holder Westpac Performance Plan

to Westpac ordinary shares at the time of vesting

1 Shares granted under the CEO Restricted Share Plan and the Restricted Share Plan rank equally with Westpac ordinary shares for dividends
and voting rights from the date they are granted.

By deferring a portion of the STI, incentive payments are better aligned with the interests of shareholders. Changes in the business during the
vesting period are reflected in the share price at the end of the restriction period. Deferred ST also supports our objective of retaining key talent, as
it is generally forfeited if the holder resigns during the restriction period. Deferred shares are forfeited if the Executive is dismissed for cause.

Details of the deferred STI granted, exercised and vested during the year ended 30 September 2011 are included in Section 3.2 of this
Remuneration Report.
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Performance objectives and performance achieved

The Remuneration Committee reviews and makes recommendations to the Board on individual performance objectives for the CEO and each of the
Group Executives. These objectives are intended to provide a robust link between remuneration and the key drivers of long-term shareholder value.
The STI performance objectives are set out in the form of a scoreboard with targets and measures cascaded from the CEO scoreboard to the
relevant Group Executive scoreboard. Examples of the 2011 financial and non-financial performance objectives are outlined below:

Category

Shareholder financial

Shareholder risk

Customer/Strategy/
Sustainability

Example Performance Objectives1

w0

w0

w0

w0

w0

Economic Profit

Adherence to Westpac Group Risk Appetite Statement

Customer Advocacy;

Productivity;

Technology;

Reputation;

Funding; and

Overall implementation of strategy.

People § Employee retention;

§ Women in management;

§ Employee advocacy; and

§ Lost Time Injury Frequency Rate (LTIFR).
1 Individual measures will differ for each Group Executive.

A description of the performance objectives and the results for 2011 are set out below:

Shareholder financial

Standard Weighting for 2011

40%

10%

40%

10%

Our primary financial measure is economic profit which the Board believes is the best measure of risk adjusted returns and of the value created for
shareholders. In 2011, economic profit increased by 4%, net profit after tax (NPAT) increased by 10% and earnings per share increased by 6%.
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This level of financial performance produced a scoreboard result for economic profit of 113% against a possible maximum result of 200%.

Shareholder risk

Our scoreboard measure for risk involves the Board s assessment of our performance against the Board Risk Appetite Statement. Highlights of our
performance for 2011 include:

§ Tier 1 capital and Target Capital Ratios are well above regulatory minimums;

§ funding profile and liquidity strengthened; and

§ strong performance relative to peers on impairment charges to gross loans.

Customer/Strategy/Sustainability

We assess the strength of our relationships with our customers, our strategy objectives and our sustainability progress using a number of
measures.

Net Promoter Score1  for our retail, business banking and wealth customers we measure customer advocacy. This is how willing our customers are
to recommend us to others, calculated by an independent firm. In 2011 St.George retail and business customers continue to rank us ahead of the
major banks to recommend to others. Westpac Retail and Business Banking improved customer advocacy results in its target segments of affluent,
small-to-medium enterprise and commercial, ending the year as number one of the major banks in small-to-medium enterprise and commercial.

Relationship Strength Index2  this measure for our Institutional Bank combines a range of service quality factors including customer advocacy and
in 2011 for our large corporate customers we maintained a clear number one position in Customer Satisfaction.

Productivity  cost and revenue benefits have been achieved through a broad range of productivity initiatives including under our centrally
co-ordinated Breakthrough program and our process re-engineering work.

Technology the stability, reliability and performance of our key information technology systems continued to improve during the year, and we began
to deliver customer experience enhancing outcomes in our Strategic Investment Priority Programs which, in aggregate, are now half completed.

Reputation  the Westpac Group has seven stakeholder reputation measures: customers, community, investors, media, sustainability, government
and employees. In 2011, Westpac was ranked first in four of those measures customers, sustainability, government and employees.
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1 NPSSM and Net Promoter ScoreSM is a service mark of Bain & Company, Inc., Satmetrix Systems, Inc., and Mr Frederick Reichheld.
2 Peter Lee Associates Large Corporate & Institutional Relationship Banking Survey, Australia, 2011.
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Funding in 2011 we continued to improve our funding position and, in particular, saw customer deposit growth substantially fund new lending
growth.

Strategy  key highlights for 2011 were the launch of Bank of Melbourne and the high level of cross sell of wealth products through the Westpac and
St.George retail and business banking brands.

People

In 2011, the People category focused on the following performance objectives:

Employee retention  in 2011, we increased our focus on retaining employees with less than one year s service as a key productivity and
engagement initiative. The Group retention target of 82% was exceeded, largely due to the comprehensive measures in our front-line businesses to
improve the selection, onboarding and engagement of new employees.

Women in management the Westpac Group has a long and proud history as a leader in diversity and as an employer of choice for women. Over
the last 12 months we have had a renewed focus on our diversity and flexibility programs with a specific focus on women in leadership. Our
diversity strategy seeks to increase the percentage of women in senior leadership roles from 33% in 2010 to 40% by 2014 and then aspirationally to
50% by 2017. In 2011, we achieved our ambitious Group target of 37.5%.

Employee advocacy there has been a strong improvement in the Employee Net Promoter Score from +13 in 2010 to +29 in 2011, after two years
of significant focus on improving employees willingness to recommend our brands to their family and friends.

Health, Safety and Wellbeing (HS&W) we have made significant progress in our overall HS&W performance over the past 12 months. Our HS&W
Transformation Program began in October 2010 with the launch of the Safe+Sound campaign and a new HS&W Centre of Excellence. Our Lost
Time Frequency Rate (LTIFR) reduced by 10% for the year ended 30 September 2011.

Application of discretion

The Board and Remuneration Committee recognise that the scoreboard approach, whilst embracing a number of complementary performance
objectives, will never entirely assess overall performance. The Remuneration Committee may therefore make discretionary adjustments to the
scoreboard outcome of up to 100% of target for the CEO and senior executives. The Remuneration Committee uses the following criteria to apply
discretionary adjustments:

§ matters not known or not relevant at the beginning of the financial year which are relevant to the under or over performance of the CEO and
Group Executives during the financial year;
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won»

personal measures established by the CEO for each Group Executive;

won»

the degree of stretch implicit in the scoreboard measures and targets themselves and the context in which the targets were set;

won»

whether the operating environment during the financial year has been materially better or worse than forecast in the budget assumptions;

won»

comparison with the performance of the Group s principal competitors, particularly major shareholder and customer benchmarks;

won

any major positive or negative risk management or reputational issue that impacts the Group;

won

the quality of the financial result as shown by its composition and consistency;

won

whether there have been major positive or negative aspects to the quality of leadership and key behaviours, and our values; and

won

any other relevant over or under performance or other matter not captured.

At the end of the year the Remuneration Committee reviews performance against objectives and applies any adjustments it considers appropriate.
The Remuneration Committee then recommends STI outcomes for the CEO and each Group Executive to the Board for approval.

The maximum STI outcome is 200% of target.

Furthermore, the Board has absolute discretion to adjust STI outcomes downwards (to zero if appropriate) if such adjustments are necessary to
protect the financial soundness of the Group, or to respond to significant unexpected or unintended consequences.

c) LTI

The CEO and senior executives are also eligible for an LTI award.
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LTI award opportunities

The CEO received an LTI award of $2.7 million for 2011. The award was received in the form of performance share rights under arrangements

approved by shareholders at the 2010 Annual General Meeting. Shareholders also approved the approach for the 2012 and 2013 CEO LTI grants
at the 2010 Annual General Meeting. The changes we have made to this year s LTI were foreshadowed last year, ahead of the 2010 Annual
General Meeting.

Group Executives (except Bob McKinnon) receive annual LTI awards of performance share rights under the Westpac Reward Plan. At the
beginning of each year, the Board, advised by the Remuneration Committee, sets the dollar value of the LTI award target for each Group Executive.

The actual LTI award granted to each Group Executive is determined at the Board s discretion taking into account matters including market
benchmarks, individual performance over time, succession potential and key skills.

Due to the nature of his fixed-term contract, Bob McKinnon has different LTI arrangements. He received an award of cash-settled performance
share rights, which vest over the period of his contract provided he meets the performance hurdles set by the Board. The performance hurdles are
directly related to his individual long-term performance objectives.
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LTI structure

The CEO receives an annual LTI award of performance share rights (rights to purchase ordinary shares at zero exercise price at a pre-determined
point in the future, subject to certain performance criteria being met) under the CEO Performance Plan. Senior executives receive annual LTI
awards of performance share rights under the Westpac Reward Plan.

From time to time senior executives may receive one-off LTI awards.

The following table sets out the key features of LTI awards made in December 2010 to the CEO under the CEO Performance Plan and to senior
executives under the Westpac Reward Plan. This table does not reflect the changes made to LTI awards outlined in Section 1.2 of this Report,
which will apply to grants made in December 2011.

CEO Performance Plan Westpac Reward Plan

Instrument Performance share rights

Determining The number of performance share rights each individual receives is determined by dividing the dollar value of the LTl award by
the number of the value of the performance share rights at the beginning of the TSR assessment period (performance period).
securities

The value of performance share rights is determined using a Binomial/Monte Carlo simulation pricing model which uses
assumptions based on expected life, volatility, risk free interest rate and dividend yield. The Binomial/Monte Carlo simulation
pricing model discounts the market price of Westpac shares at grant to take into consideration these assumptions. This is
calculated by an independent valuer.

Performance The CEOQ and senior executives receive value from their LTI awards only if Westpac s TSR ranks at or higher than the 50th
hurdle is relative percentile of a defined group of comparator companies (the ranking group ) over the performance period. This provides a link
TSR with the creation of value for shareholders over the long-term (up to five years).

Lists of companies in the current ranking groups for the CEO Performance Plan and the Westpac Reward Plan are provided in
Section 5 of this Remuneration Report.

Vesting The current vesting schedule is set out below:
framework
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Westpac s Relative TSR Ranking Percentage of LTI to Vest
Below the 50th percentile 0%
At the 50th percentile 50%
At the 60th percentile 70%
At the 70th percentile 90%
At or above the 75th percentile 100%

Initial TSR performance is tested at the third anniversary of the start of the performance period with subsequent testing possible
at the fourth and fifth anniversaries. Full vesting occurs when Westpac s TSR is at or exceeds the 75th percentile relative to the
comparator group, scaling down to 50% vesting for performance at the median (50th percentile). If performance is below median,
securities do not vest. A similar approach will be taken for the Cash EPS Growth hurdle to be introduced next year.

Unvested securities are re-tested at subsequent performance test dates (where these exist) and further vesting occurs only if the
TSR ranking is above the 50th percentile and has improved from previous test dates. The vesting framework has been designed
to strengthen the link with shareholder returns over the longer term. Vesting results are locked in at each test date and any
securities that are not vested are subject to further performance hurdles until the final test date. Re-testing is for the whole
performance period. There is no ability to go back to a prior test date. Re-testing will not exist for future LTI grants.

TSR results are calculated by an independent external consultant and are provided to the Board or its delegate to review and
determine vesting outcomes.

For awards made since 1 October 2009, unvested securities may vest before a test date if the employee is no longer employed

possible in by the Group due to death or disability. In general, any such vesting is not subject to performance hurdles being met.

limited cases
For the CEO, all unvested securities will vest if the CEO leaves the Group due to sickness or in certain circumstances within 12
months of a change of control.

60 Westpac Group

190



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

Directors report

CEO Performance Plan Westpac Reward Plan

Lapsing of Any securities remaining unvested at the final test date lapse immediately. Where the CEO or senior executive leaves the Group
securities due to resignation or dismissal for cause before vesting occurs, securities will lapse unless the Board determines otherwise.

Unexercised performance share rights (whether vested or unvested) will lapse, unless the Board determines otherwise, where the
holder acts fraudulently or dishonestly or is in material breach of his or her obligations under the CEO Performance Plan and the

Westpac Reward Plan or to the Group.

Performance objectives and performance achieved

The vesting results for awards made to the CEO and senior executives under the CEO Performance Plan, Westpac Reward Plan and Westpac
Performance Plan that reached a scheduled test date during the reporting period are set out below.

Equity Instrument Type of Equity
CEO Performance Plan Share rights and

performance options
Westpac Reward Plan Options

Westpac Performance Plan1  Share rights

1 Special merger related award.

Commencement

1 February 2008

December 2007
1 December 2008 1

TSR

Test Date Percentile

1 February 2011 60th
percentile

17 17 80th
December 2010 percentile

December 2010 60th
percentile

Vested Lapsed
(%) (%)

70 =
100 =

70 30

Remain in
Plan (%)

30

The following table demonstrates the Group s TSR, dividend, share price and Cash Earnings per share performance each year from 2007 to 2011.

2011
TSR three years 9.6%
TSR five years 18.5%
Dividends per Westpac share (cents) 156

2010

3.7%
51.5%
139

Years Ended 30 September
2009
20.0%

76.7%
116

2008

29.5%
75.0%
142

2007
85.7%

123.0%
131
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Cash Earnings per Westpac share1,2 $2.09 $1.98 $1.64 $1.98 $1.89
Share price  high $25.60 $28.43 $26.74 $31.32 $28.69
Share price low $17.84 $20.56 $14.40 $18.36 $22.53
Share price close $20.34 $23.24 $26.25 $21.48 $28.50
1 The Cash Earnings balances are not prepared in accordance with A-IFRS and have not been subject to audit.

2 2009 Cash Earnings per share are on a pro forma basis, that is, prepared as if the merger with St.George was completed on

1 October 2008.

Fair value of LTI grants made during the year

The table below provides a summary of the LTI awards granted to the CEO and senior executives during 2011. The LTI grants will vest only on
satisfaction of performance and/or service conditions tested in future financial years.

Fair
Commencement First Possible Value2 per
Equity Instrument Granted to Grant Date Date1 Vesting Date Expiry Instrument
CEO Performance Plan Gail Kelly 22 1 October 2010 1 October 2013 1 October 2015 $13.58
performance share rights December 2010
Westpac Reward Plan All Senior 29 1 October 2010 1 October 2013 1 October 2015 $12.68
performance share rights  Executives November 2010
except:
- Bob McKinnon
Westpac Performance George Frazis 29 1 October 2010 1 October 2012 1 October 2020 $19.65
Plan unhurdled share November 2010
rights3
1 The commencement date is the start of the performance period in the case of performance share rights, or the start of the restriction period
in the case of unhurdled share rights. Awards to the CEO were approved by shareholders at the Annual General Meeting held on
15 December 2010.
2 The fair value of share rights included in the table above has been independently calculated at grant date using Binomial/Monte Carlo

simulation pricing models.

3 George Frazis was granted a deferred STI award of unhurdled share rights, which vests after two years of service.

Other long-term awards

The Restricted Share Plan and Westpac Performance Plan are also used from time to time for one-off awards to attract senior executives to the
Group or for retention in specific circumstances. Where awards are made on joining, these typically compensate for real value forfeited on leaving
the previous employer, which might otherwise deter that executive from joining the Group.
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LTI awards to key employees below senior management level may also be made under the Restricted Share Plan and Westpac Performance Plan.
Under these arrangements, employees receive awards of Westpac ordinary shares or share rights, which are restricted for a period as determined
by the Board. This allows the flexibility to tailor the restriction period to the circumstances of the award.
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3.2 Movement in equity-settled instruments during the year

This table shows the details of movements during 2011 in the number and value of equity instruments for the CEO and senior executives under the

relevant plans.

Value
Value Value Forfeited or
Number Number Number Granted Exercised Lapsed ($)5,
Name Type of Equity Instrument Granted1 Vested2 Exercised3 ($)4 ($)5 6
Gail Kelly CEO Performance options - 255,102 - - - -
CEO Performance share rights 176,125 57,603 57,603 2,391,778 1,392,724 -
Shares under the CEO Restricted 82,102 83,426 n/a 1,882,194 n/a -
Share Plan

John Arthur Performance share rights 39,138 - - 496,270 - -
Shares under Restricted Share Plan 14,118 - n/a 300,513 n/a -
Rob Chapman  Performance share rights 12,263 5,512 - 155,495 - 50,343
Shares under Restricted Share Plan 10,860 7,520 n/a 231,164 n/a -
Peter Clare Performance share rights 30,006 - - 380,476 - -
Shares under Restricted Share Plan 17,919 10,783 n/a 381,421 n/a -
Philip Coffey Performance options - 114,786 - - - -
Performance share rights 39,138 - - 496,270 - -
Shares under Restricted Share Plan 26,064 38,510 n/a 554,794 n/a -
Rob Coombe Performance options - 118,796 - - - -
Performance share rights 36,529 - - 463,188 - -
Shares under Restricted Share Plan 21,720 20,025 n/a 462,328 n/a -
Brad Cooper Performance options - 104,761 - - - -
Performance share rights 48,923 - - 620,344 - -
Unhurdled share rights - - 22,045 - 528,072 -
Shares under Restricted Share Plan 21,720 44,996 n/a 462,328 n/a -
George Frazis  Performance share rights 32,615 - - 413,558 - -
Unhurdled share rights 20,703 82,023 82,023 406,814 1,922,247 -
Peter Hanlon Performance options - 68,922 - - - -
Performance share rights 30,006 - - 380,476 - -
Shares under Restricted Share Plan 17,919 20,025 n/a 381,421 - -
Bob McKinnon  Shares under Restricted Share Plan 16,290 - n/a 346,746 n/a -
Greg Targett Performance share rights 39,138 4,822 - 496,270 - 44,055
Shares under Restricted Share Plan 18,974 5,672 n/a 403,877 n/a -
Rob Whitfield Performance options - 93,984 - - - -
Performance share rights 39,138 - - 496,270 - -
Shares under Restricted Share Plan 22,589 42,105 n/a 480,826 n/a -
Curt Zuber Performance options - 90,726 - - - -
Performance share rights 18,346 - - 232,627 - -
Shares under Restricted Share Plan 80,345 72,659 n/a 1,710,210 n/a -
1 No performance options were granted in 2011. George Frazis was granted a deferred STI award of unhurdled share rights, which vests after

two years of service. Details of the award are included in Section 3.1.c.
2 The performance options granted to the CEO in February 2008 and the performance options granted to senior executives in December 2007

were assessed against a TSR ranking group that consisted of the top 10 largest Australian banking and financial sector companies by market
capitalisation at the time of grant (excluding Westpac). 70% of the performance options granted to the CEO in February 2008 vested during 2011

and 100% of the performance options granted to senior executives in December 2007 vested during 2011.

3 Vested options and share rights that were granted prior to October 2009 can be exercised up to a maximum of 10 years from their
commencement date. For each share right exercised during the year, the relevant executive received one fully paid Westpac ordinary share. The
exercise price for share rights is nil. No performance options were exercised during the year.
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4 For share rights, the value granted represents the number of securities granted multiplied by the fair value per instrument as set out in the
table titled Fair value of LTI grants made during the year in Section 3.1.c of this report. For restricted shares, the value granted represents the
number of ordinary shares granted multiplied by the five day volume weighted average price of a Westpac ordinary share on the date the shares
were granted. These values, which represent the full value of the equity-based awards made to disclosed executives in 2011, do not reconcile with
the amount shown in the table in Section 3.4, which shows amortised totals of equity awards over their vesting period. The minimum total value of
the grants is nil and an estimate of the maximum possible total value is the fair value, as shown above.

5 The value of each option or share right exercised or lapsed is calculated based on the five day volume weighted average price of Westpac
ordinary shares on the ASX on the date of exercise, less the relevant exercise price (if any). Where the exercise price is greater than the five day
volume weighted average price of Westpac ordinary shares, the value has been calculated as nil.

6 For share rights granted in December 2008 that vested in 2011, 30% of the grant lapsed during 2011. No options or restricted shares lapsed
or were forfeited in 2011.
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3.3 Remuneration outcomes for the CEO and senior executives

Directors report

The following table has been prepared to provide shareholders with a view of how remuneration was communicated and paid to executives during
2011. Details in this table supplement the statutory requirements in Section 3.4. Unlike the statutory table, which represents remuneration outcomes
prepared in accordance with accounting standards (A-IFRS), this table shows that executives will only receive value from deferred remuneration if
performance and service conditions are met. The valuation of equity based awards received in financial year 2011 is calculated as in Note 4 below.

Total and
Remuneration Deferred for
Awarded for Future
FY111 Periods2
(A) (B)
Gail Kelly, Managing Director & Chief Executive
Officer
Fixed Pay 3,100,000 -
STI 3,960,000 1,584,000
LTI 2,700,000 2,700,000
Total 9,760,000 4,284,000
John Arthur, Group Executive, Counsel &
Secretariat
Fixed Pay 900,000 -
STI 1,320,000 528,000
LTI 400,000 400,000
Total 2,620,000 928,000
Rob Chapman, Chief Executive, St. George Banking Group, KMP since 1 October 2010
Fixed Pay 900,000 -
STI 1,224,000 489,600
LTI 425,000 425,000
Total 2,549,000 914,600
Peter Clare , Group Executive, Product & Operations
Fixed Pay 1,000,000 -
STI 1,650,000 660,000
LTI 500,000 500,000
Total 3,150,000 1,160,000
Philip Coffey, Chief Financial Officer
Fixed Pay 1,250,000 -
STI 2,250,000 900,000
LTI 660,000 660,000
Total 4,160,000 1,560,000
Rob Coombe, Group Executive, Westpac Retail & Business Banking
Fixed Pay 1,000,000 -
STI 2,000,000 800,000
LTI 600,000 600,000
Total 3,600,000 1,400,000
Brad Cooper, Chief Executive Officer, BT Financial Group
Fixed Pay 1,000,000 -
STI 2,200,000 880,000
LTI 750,000 750,000
Total 3,950,000 1,630,000
George Frazis, CEO, Westpac New Zealand Limited
Fixed Pay 1,000,000 -
STI 2,000,000 800,000

Remuneration
Awarded in FY11

Remuneration
Awarded and
Received in
FY113

(C) [(A)-(B)]

3,100,000
2,376,000
5,476,000
900,000
792,000
1,692,000

900,000
734,400

1,634,400

1,000,000
990,000

1,990,000

1,250,000
1,350,000

2,600,000

1,000,000
1,200,000

2,200,000

1,000,000
1,320,000

2,320,000

1,000,000
1,200,000

Remuneration
Received in
FY11

from Previous
Years Awards4

(D)

1,884,345
1,320,820
3,205,165

169,702
117,481
287,183

254,684

254,684

909,570

909,570

472,972

472,972

1,048,735

1,048,735

1,931,437

Total
Remuneration
Received in
FY11

(C)+(D)

3,100,000
4,260,345
1,320,820
8,681,165

900,000
792,000
1,692,000
900,000
904,102
117,481
1,921,583

1,000,000
1,244,684

2,244,684

1,250,000
2,259,570

3,509,570

1,000,000
1,672,972

2,672,972

1,000,000
2,368,735

3,368,735
1,000,000
3,131,437
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LTI 550,000 550,000 - - -
Total 3,550,000 1,350,000 2,200,000 1,931,437 4,131,437
Peter Hanlon, Group Executive, People & Transformation

Fixed Pay 1,000,000 - 1,000,000 - 1,000,000
STI 1,770,000 708,000 1,062,000 472,972 1,534,972
LTI 500,000 500,000 - - -
Total 3,270,000 1,208,000 2,062,000 472,972 2,534,972
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Remuneration

Awarded in FY11 Remuneration
Total and Remuneration Received in FY11 Total
Remuneration Deferred for Awarded and from Previous Remuneration
Awarded for Future Received in Years Received in
FY111 Periods2 FY113 Awards4 FY11
(A) (B) (C) [(A)-(B)] (D) (C)+(D)
Bob McKinnon, Group Executive, Technology5
Fixed Pay 900,000 - 900,000 - 900,000
STI 1,475,000 368,750 1,106,250 - 1,106,250
LTI 400,000 400,000 - - -
Total 2,775,000 768,750 2,006,250 - 2,006,250
Greg Targett, Chief Risk Officer
Fixed Pay 1,250,000 - 1,250,000 - 1,250,000
STI 1,380,000 552,000 828,000 128,574 956,574
LTI 600,000 600,000 - 102,774 102,774
Total 3,230,000 1,152,000 2,078,000 231,348 2,309,348
Rob Whitfield, Group Executive, Westpac Institutional Bank
Fixed Pay 1,800,000 - 1,800,000 - 1,800,000
STI 1,840,000 736,000 1,104,000 925,821 2,029,821
LTI 600,000 600,000 - - -
Total 4,240,000 1,336,000 2,904,000 925,821 3,829,821

1 Reflects the remuneration outcomes communicated to the CEO and senior executives during the 2011 remuneration review. Fixed Pay
(which includes cash salary and salary sacrifice items plus employer superannuation) is an annualised number that did not take effect until
1 January 2011. The STl and LTI values reflect actual outcomes for financial year 2011.

2 40% of the STI outcome will be deferred and received as Westpac ordinary shares over a three year period. If an executive remains
employed with the Group, the deferred portion of the STI will vest in three equal tranches over one, two and three years. 100% of the LTI grant will
be deferred.

3 60% of the 2011 STI outcome will be paid as cash in December 2011.

4 The value in this column is calculated as the number of securities that vested during the year ended 30 September 2011, multiplied by the
five day volume weighted average price of Westpac ordinary shares at the time they vested, less any exercise price payable.

5 For Bob McKinnon, 75% of his 2011 STI outcome will be paid as cash in December 2011 and 25% of his STI outcome will be deferred and
received as Westpac ordinary shares that vest after one year as per his contract. Bob McKinnon receives his LTI as cash-settled performance
share rights which vest over the period of his contract provided performance hurdles set by the Board are met.

This table is not prepared in accordance with A-IFRS.
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3.4 Remuneration details KMP and other senior executives

This section sets out details of remuneration for the CEO and senior executives for the 2011 financial year, calculated in accordance with statutory
accounting requirements.

Post Employment

Short-term Benefits Benefits Share-based Payment
Fixed Non- Other  Superann- Long
Remu- STI monetary  Short-term uation Service Restricted Share

neration1 (cash)2 Benefits3 Benefits Benefits4 Leave5 Shares6  Options7 Rights7 Total8
Name $ $ $ $ $ $ $ $ $ $
Current
Executives
Gail Kelly, Managing Director & Chief Executive Officer
2011 2,901,656 2,376,000 - - 27,281 68,816 1,786,612 533,809 2,170,642 9,864,816
2010 2,685,837 2,835,000 - - 14,913 - 1,732,042 839,924 1,479,280 9,586,996
John Arthur, Group Executive, Counsel & Secretariat
2011 819,544 792,000 1,078 - 50,058 17,326 246,847 - 263,029 2,189,882
2010 707,513 975,000 63,578 - 92,935 - 97,757 1,936,783
Rob Chapman, Chief Executive, St. George Banking Group, KMP since 1 October 2010
2011 921,475 734,400 613,184 19,392 75,495 227,557 = 114,706 2,706,209
Peter Clare , Group Executive, Product & Operations
2011 988,822 990,000 1,078 - 24,326 16,729 341,059 63,258 258,067 2,683,339
2010 880,734 1,237,500 - - 79,266 - 237,316 63,258 131,357 2,629,431
Philip Coffey, Chief Financial Officer
2011 1,164,312 1,350,000 - - 49,450 52,148 571,940 110,540 348,565 3,646,955
2010 1,009,174 1,800,000 1,012 - 90,826 - 660,898 247,162 183,292 3,992,364
Rob Coombe, Group Executive, Westpac Retail & Business Banking
2011 940,352 1,200,000 1,078 - 26,340 26,413 401,312 115,760 325,331 3,036,586
2010 880,734 1,500,000 1,012 - 79,265 - 403,230 253,101 171,076 3,288,418
Brad Cooper, Chief Executive Officer, BT Financial Group
2011 995,851 1,320,000 7,150 - 19,339 39,298 571,860 98,080 366,971 3,418,549
2010 903,670 1,500,000 153,860 - 81,330 - 879,125 197,113 261,788 3,976,886
George Frazis, CEO, Westpac New Zealand Limited
2011 969,696 1,200,000 52,882 - 18,324 - - 399,634 899,680 3,540,216
2010 967,330 1,293,750 292,613 - 14,586 - - 399,634 1,418,395 4,386,308
Peter Hanlon, Group Executive, People & Transformation
2011 879,346 1,062,000 166,797 - 183,652  (116,214) 360,846 78,197 258,067 2,872,691
2010 880,734 1,237,500 99,856 - 203,508 - 362,815 153,735 131,357 3,069,505
Bob McKinnon, Group Executive, Technology
2011 846,975 1,106,250 1,078 - 39,903 16,922 329,985 - 380,122 2,721,235
2010 733,945 1,125,000 - - 66,055 - 150,706 - 447,931 2,523,637
Greg Targett, Chief Risk Officer
2011 1,176,961 828,000 - - 49,253 37,982 287,456 - 316,709 2,696,361
2010 991,917 701,700 1,012 - 89,174 - 161,950 - 174,912 2,120,665
Rob Whitfield, Group Executive, Westpac Institutional Bank
2011 1,838,371 1,104,000 210,993 - 33,696 27,390 525,697 71,589 348,565 4,160,301
2010 1,651,376 1,560,000 251,389 - 148,624 - 710,694 183,477 183,292 4,688,852
Curt Zuber, Group Treasurer
2011 486,318 2,534,400 1,078 - 83,848 12,990 1,164,814 70,752 163,313 4,517,513
2010 482,742 3,569,203 1,012 - 88,443 - 1,020,156 168,807 85,841 5,416,204
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Former

Executives

llana Atlas, Group Executive, People, KMP until 31 January 20109

2010 235,474 400,000 - 151,648 21,193 - 195,075 231,602 - 1,234,992
Greg Bartlett, Chief Executive, St George Bank, KMP until 30 September 201010

2010 747,622 1,593,750 9,904 - 206,000 - 283,754 - 210,640 3,051,670
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1 Fixed remuneration is the total cost of salary, salary sacrificed benefits (including motor vehicles, parking, etc. and any associated fringe
benefits tax) and annual leave accruals.

2 2011 STI figures reflect annual cash performance awards accrued but not yet paid in respect of the year ended 30 September 2011.

3 Non-monetary benefits are determined on the basis of the cost to the Group (including associated fringe benefits tax, where applicable) and
include annual health checks, provision of taxation advice, relocation costs, living away from home expenses and allowances.

4 The CEO and senior executives are provided with insurance cover under the Westpac Staff Superannuation Plan (WSSP) at no cost. The
value of the WSSP insurance premium is 0.4% of salary. Peter Hanlon and Curt Zuber are members of legacy defined benefit superannuation
funds. Superannuation benefits have been calculated consistent with AASB 119.

5 Peter Hanlon accrued long service leave for the year of $20,059. Peter took long service leave during the year which made the overall
accrual move by ($116,214).

6 The value of restricted shares is amortised over the applicable vesting period, and the amount shown is the amortisation relating to the 2011
reporting year (and 2010 year as comparison).

7 Equity-settled remuneration is based on the amortisation over the vesting period (normally two or three years) of the fair value at grant
date of hurdled and unhurdled options and share rights that were granted during the four years ended 30 September 2011. Details of prior years
grants have been disclosed in previous Annual Reports. The amount shown for Bob McKinnon s cash-settled performance share rights is based on
the amortisation over the vesting period of the fair value at 30 September 2011. Assumptions used in the valuation of cash-settled performance
share rights include risk free interest rate of 3.89% a dividend yield on Westpac ordinary shares of 7.5% and volatility in the Westpac share price of
30%.

8 The percentage of 2011 remuneration related to performance was: Gail Kelly 70%, John Arthur 59%, Rob Chapman 40%, Peter Clare 63%,
Philip Coffey 72%, Rob Coombe 71%, Brad Cooper 71%, George Frazis 71%, Peter Hanlon 61%, Bob McKinnon 68%, Greg Targett 49%,

Rob Whitfield 56% and Curt Zuber 88%. The percentage of 2011 remuneration delivered in the form of options was: Gail Kelly 5%, John Arthur 0%,
Rob Chapman 0%, Peter Clare 2%, Philip Coffey 6%, Rob Coombe 8%, Brad Cooper 5%, George Frazis 9%, Peter Hanlon 5%, Bob McKinnon 0%,
Greg Targett 0%, Rob Whitfield 4% and Curt Zuber 3%.

9 The amount under Other short-term benefits for llana Atlas relates to payments made on termination of employment, including accrued
annual leave.

10 Greg Bartlett retired on 1 December 2010 after facilitating an orderly transition at St.George over the period from 1 October 2010 until his
retirement. Consistent with his contract, he received payments upon retirement totalling $2,070,934 which was inclusive of notice, superannuation,
prorated financial year 2011 STI and accrued annual and long service leave.

3.5 Employment agreements

The remuneration and other terms of employment for the CEO and senior executives are formalised in their employment agreements. Each of these
employment agreements provide for the payment of fixed and performance-based remuneration, superannuation and other benefits such as death
and disablement insurance cover.

The material terms of these employment agreements are summarised below.

T
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Duration of agreement § CEO and senior executives § On-going until notice given by either
party
§ Bob McKinnon § 4 year fixed term contract
Notice to be provided by the executive or the § CEO, John Arthur, Rob Chapman, § 12 months

Group to terminate the employment agreement Philip Coffey, Rob Coombe, Brad Cooper,

George Frazis, Peter Hanlon, Greg Targett and

Rob Whitfield
§ Peter Clare § 6 months if Executive gives notice,
12 months if the Group gives notice
§ Bob McKinnon and Curt Zuber § 6 months
Termination payments to be made on § CEO and all senior executives § Deferred STI and LTI awards vest
termination without cause according to the applicable equity plan rules
Termination for cause § CEO, John Arthur, Rob Chapman, § Immediately for misconduct
Greg Targett and Rob Whitfield
§ 3 months notice for poor
performance
§ All other senior executives § Immediately for misconduct,
standard contractual notice period for poor
performance
Post-employment restraints § CEO, John Arthur, Peter Clare, § 12 month non-solicitation restraint
Rob Chapman, Philip Coffey, Brad Cooper,
George Frazis, Peter Hanlon, Greg Targett and
Rob Whitfield
§ Rob Coombe, Bob McKinnon and  § 6 month non-solicitation restraint
Curt Zuber
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Certain individuals have provisions in their contracts for different terms due to grandfathered contractual benefits or individual circumstances:

§ Gail Kelly  The restricted period on all unvested restricted shares (deferred STI) will continue to the full term when Gail Kelly ceases
employment with Westpac, except for death, sickness or disability or in certain circumstances within 12 months of change of control of Westpac. In
these circumstances all unvested restricted shares will vest. On immediate termination for misconduct, all restricted shares will be forfeited. When
Gail Kelly ceases employment with Westpac, all unvested performance share rights (LTI) will lapse at the Board s discretion, except for under
circumstances of death, sickness or disability and in certain circumstances within 12 months of change of control of Westpac. In these
circumstances all unvested performance share rights will vest. On immediate termination for misconduct, all unvested performance share rights will
lapse;

§ John Arthur  STI pro-rated for the performance year worked is payable for termination without cause;
§ Rob Chapman  Provisions relating to relocation from Adelaide to Sydney. The relocation was completed by June 2011;
§ Rob Coombe Payment in lieu of notice is based on 1.5 times fixed remuneration package, in the event of termination of employment without

cause up to six months after change of control of the Group;

§ Brad Cooper  Provisions relating to relocation from Auckland to Sydney, including accommodation and housing payments, relocation
payments, motor vehicle, car parking, additional travel between Australia and New Zealand and taxation services;

§ George Frazis  Provisions relating to relocation from Sydney to Auckland including relocation payments, accommodation payments and
travel between Australia and New Zealand;

§ Peter Hanlon  Provisions relating to accommodation in Sydney and travel between Adelaide and Sydney;

won

Bob McKinnon  Cash settled LTI based on role-specific four year objectives; and

won

Rob Whitfield  Provisions relating to accommodation in Sydney.

4. Non-executive Director remuneration

4.1 Structure and policy

Remuneration policy

Westpac s Non-executive Director remuneration strategy is designed to attract and retain experienced, qualified Board members and remunerate
them appropriately for their time and expertise.
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As the Board s focus is on strategic direction, long-term corporate performance and the creation of shareholder value, fees for Non-executive
Directors are not directly related to the Group s short-term results and Non-executive Directors do not receive performance-based remuneration.

Non-executive Director remuneration consists of the following components:

Base fee Cash This fee is for service on the Westpac Banking Corporation Board. The base fee
for the Chairman covers all responsibilities, including all Board Committees.

Committee fees Cash Additional fees are paid to Non-executive Directors for chairing or participating in
Board Committees.

Superannuation Superannuation Reflects statutory superannuation contributions (9% of fees), which are capped
at the superannuation maximum contributions base as prescribed under the
Superannuation Guarantee legislation.

Subsidiary Board and Advisory Board Cash Fees are for service on Subsidiary Boards and Advisory Boards. These fees are
fees paid by the relevant subsidiary company.

In addition to an ongoing process of self-assessment, an external review is undertaken on the performance of the Board, the Chairman, each
Director and Board Committees. Further details are provided in the Corporate Governance Statement in this Annual Report.

Changes to Non-executive Director remuneration in 2011

For the year ended 30 September 2011, the following changes were made to Non-executive Director remuneration:

Non-executive Director fee review  effective 1 October 2010.

The Board reviewed the Non-executive Director fee framework in late 2009. On the basis of market data and advice provided by an independent
remuneration consultant, the Board approved a 5% increase to base fees effective 1 October 2010. Committee fees were not increased.
Non-executive Director fees were last increased in 2007.
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Changes to Committee composition

The following changes were effective 15 December 2010:

§ John Curtis was appointed Chairman of the Remuneration Committee, replacing Gordon Cairns who continues as a member of this
Committee;
§ Elizabeth Bryan was appointed Chairman of the Risk Management Committee, replacing Carolyn Hewson who continues as a member of

this Committee. Elizabeth Bryan was also appointed as a member of the Remuneration Committee; and

§ Peter Hawkins was appointed Chairman of the Technology Committee, replacing Elizabeth Bryan who continues as a member of this
Committee.

On 9 August 2011, Carolyn Hewson was appointed Chairman of the Nominations Committee, replacing Ted Evans who continues as a member of
this Committee.

Section 8 of the 2011 Director s Report shows Board Committee membership during 2011.

Fee pool

At the 2008 Annual General Meeting the current fee pool of $4.5 million per annum was approved by shareholders. For the year ended
30 September 2011, $3.7 million (81%) of this fee pool was used. The fee pool is inclusive of employer superannuation contributions but does not
include retirement allowances.

Fee framework

This section details the current Non-executive Director fee framework.

Base and committee fees

The following table sets out the Board and standing Committee fees payable for 2011:
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Base Fee Annual Rate
Chairman $735,000
Deputy Chairman $262,500
Non-executive Directors $210,000
Committee Chairman Fees

Audit Committee $50,000
Risk Management Committee $50,000
Remuneration Committee $45,000
Sustainability Committee $40,000
Technology Committee $40,000
Health, Safety & Wellbeing Committee (HS&W)1 $40,000
Committee Membership Fees

Audit Committee $25,000
Risk Management Committee $25,000
Remuneration Committee $20,000
Sustainability Committee $20,000
Technology Committee $20,000
Health, Safety & Wellbeing Committee (HS&W)1 $20,000
1 The HS&W Committee (previously named the OHS Committee) is a temporary Committee that was established effective 1 May 2010 to

assist the Board with the oversight of health, safety and wellbeing responsibilities for the Group. This Committee will be discontinued in financial

year 2012 with its functions reverting to the Board.

Fees are not payable to the Chairman and members of the Nominations Committee.
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Superannuation

The Group pays superannuation contributions to Non-executive Directors of up to 9% of their fees. These contributions are capped at the maximum
compulsory superannuation contributions base prescribed under Superannuation Guarantee legislation. Employer contributions are paid into an
eligible superannuation fund nominated by the Director.

Subsidiary Board and Advisory Board Fees

Throughout the reporting period, additional fees were payable to certain Directors for membership on subsidiary boards or advisory boards. These
fees vary according to the position held, the size, level and nature of activity in the division and the time commitment required.

The table below sets out the annual fees payable to the relevant Directors for service on Subsidiary and Advisory Boards in 2011.

Director Subsidiary/Advisory Board Role Annual Rate
Elizabeth Bryan1,2 Westpac New Zealand Limited Director $45,942
Peter Hawkins3 Bank of Melbourne Advisory Board Director $35,000
Carolyn Hewson BT Investment Management Board Director $110,000
Graeme Reaney Bank of SA Advisory Board Director $15,000
Peter Wilson1,4 Westpac New Zealand Limited Chair $130,168
1 The fees for service on the WNZL Subsidiary Board are paid in New Zealand dollars and have been converted to Australian dollars using the

2011 year to date average exchange rate (1AUD = 0.7657).

2 Elizabeth Bryan resigned from the WNZL Subsidiary Board effective 21 October 2010.

3 Peter Hawkins was appointed to the Bank of Melbourne Advisory Board effective 1 November 2010.

4 For the period from 1 October 2010 to 31 December 2010 the Chairman fee for the WNZL Subsidiary Board was NZD120,000. Following a
market review, the WNZL Subsidiary Board Chairman fee was increased to NZD170,000 effective 1 January 2011.
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Non-executive Directors have voluntarily resolved to build and maintain their individual holdings of Westpac ordinary shares to align their interests
with the long-term interests of shareholders. Details of Non-executive Directors Westpac (and related bodies corporate) shareholdings are set out
in Section 4(a) of the 2011 Director s Report.

Retiring Allowance

In addition to their Directors fees, Ted Evans and Carolyn Hewson have retiring allowances that accrued until they were frozen in 2005 and are
now indexed in line with average weekly earnings. The indexed amount is payable on retirement. These allowances are detailed in Section 4.2.
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4.2 Details of Non-executive Director Remuneration

Details of Non-executive Director remuneration are set out in the table below.

Fees 1 Fees2 Superannuation Year 3 Total
Name $ $ $ $ $
Ted Evans,
Chairman
2011 735,000 - 15,345 18,333 768,678
2010 700,000 - 14,660 21,749 736,409
John Curtis, Deputy Chairman
2011 392,420 - 15,345 - 407,765
2010 336,000 30,374 17,396 - 383,770
Elizabeth Bryan
2011 341,230 2,650 15,345 - 359,225
2010 298,000 47,966 14,660 - 360,626
Gordon Cairns
2011 306,250 - 15,345 - 321,595
2010 303,000 - 14,660 - 317,660
Peter Hawkins
2011 295,940 32,180 15,345 - 343,465
2010 270,000 23,350 16,761 - 310,111
Carolyn Hewson
2011 286,170 109,580 25,890 12,501 434,141
2010 295,000 109,867 24,548 15,287 444,702
Lindsay Maxsted
2011 285,000 - 15,345 - 300,345
2010 275,000 23,342 16,761 - 315,103
Graham Reaney
2011 280,000 15,000 15,345 - 310,345
2010 278,647 5,630 15,184 - 299,461
Peter Wilson
2011 300,000 120,600 15,345 - 435,945
2010 290,000 95,170 14,660 - 399,830
Total fees
2011 3,222,010 280,010 148,650 30,834 3,681,504
2010 3,045,647 335,699 149,290 37,036 3,567,672
1 Includes fees paid to Chairman and members of Board Committees, including fees for the temporary HS&W Committee.

Short-term Benefits

Westpac Banking
Corporation Board

Subsidiary and
Advisory Board

Post Employment Benefits

Retiring Allowance

Accrued During the

Total Retiring
Allowance Accrued

$

484,957
466,624

337,068
324,567

822,025
791,191

2 For the period from 1 October 2009 to 28 February 2010, John Curtis, Peter Hawkins, Lindsay Maxsted and Graham Reaney received fees
for service on the St.George Bank Limited Subsidiary board. From 1 March 2010, fees paid by St.George Bank Limited ceased when Westpac and
St.George became a single Authorised Deposit-taking Institution.

3 Retiring allowances were frozen for individual Non-executive Directors between December 2005 and February 2006. Accruals shown for
2011 include indexation in line with average weekly earnings following the freezing of the retiring allowances. Retiring allowances are not included
in calculations for the Non-executive Director fee pool.
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5. Further information about our equity plans

Employee Share Plan

Under the Employee Share Plan, employees in Australia can receive up to $1,000 of Westpac ordinary shares at the end of each financial year to
recognise their contribution to our performance provided the Group meets at least one of two hurdles: an increase in share price or customer
advocacy. For 2011, the customer advocacy hurdle was met.

The CEO, Directors and any employees who received an STl award deferred into equity or an LTI award during the year are not eligible to receive
an Employee Share Plan award for that year.

Other plans

We also provide separate reward plans for small, specialised parts of the business. Payments under these plans are directly linked to growth of that
part of the business and are capped at an appropriate proportion of the value and/or profitability of the relevant part of the business. These plans
are designed to provide market competitive remuneration for the relevant employees. Westpac also has grandfathered plans, under which no
further awards are made and performance or vesting periods have passed. These vested securities continue to run their course.

Comparator companies used in our LTI performance hurdles

This section describes the comparator companies for each of the different Plans.

CEO Performance Plan

The CEO Performance Plan ranking group is comprised of the top 10 selected Australian banking and financial sector companies by market
capitalisation listed on the ASX with which Westpac competes for customers. As at 30 September 2011 the most recently determined ranking group
consisted of:

won

AMP Limited;

won

ASX Limited,;

won

Australia and New Zealand Banking Group Limited;

won

Bendigo and Adelaide Bank Limited;
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Commonwealth Bank of Australia;

won»

won»

Insurance Australia Group Limited;

won

Lend Lease Group;

won

Macquarie Group Limited;

National Australia Bank Limited; and

won

§ Suncorp Group Limited.

Westpac Reward Plan

The Westpac Reward Plan ranking group is comprised of the top 10 selected Australian banking and financial sector companies by market
capitalisation. As at 30 September 2011 the most recently determined peer group under the Westpac Reward Plan consisted of:

AMP Limited;

won

ASX Limited,;

won

won

Australia and New Zealand Banking Group Limited;

won

Bendigo and Adelaide Bank Limited

Commonwealth Bank of Australia;

won

won

Insurance Australia Group Limited;

won

Lend Lease Group;

won

Macquarie Group Limited;

National Australia Bank Limited; and

won

won

Suncorp Group Limited.
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10. Auditor

a) Auditor s independence declaration

A copy of the auditor s independence declaration as required under section 307C of the Corporations Act 2001(Cth) is below.

Auditor s Independence Declaration

As lead auditor for the audit of Westpac Banking Corporation for the year ended 30 September 2011, | declare that to the best of my knowledge
and belief, there have been:

a. no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

b. no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Westpac Banking Corporation and the entities it controlled during the year.

lan Hammond Sydney, Australia
Partner 2 November 2011
PricewaterhouseCoopers

PricewaterhouseCoopers, ABN 52 780 433 757

Darling Park Tower 2, 201 Sussex Street, GPO BOX 2650, SYDNEY NSW 1171

T +61 2 8266 0000, F +61 2 8266 9999, www.pwc.com.au
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b) Non-audit services

We may decide to engage PricewaterhouseCoopers on assignments additional to their statutory audit duties where their expertise or experience
with Westpac or a controlled entity is important.

Details of the non-audit service amounts paid or payable to PricewaterhouseCoopers for non-audit services provided during the 2010 and 2011
financial years are set out in Note 33 to our consolidated financial statements.

PricewaterhouseCoopers also provides audit and non-audit services to non-consolidated entities including non-consolidated securitisation vehicles
sponsored by the Group, non-consolidated trusts of which a Westpac Group entity is trustee, manager or responsible entity and non-consolidated
superannuation funds or pension funds. The fees in respect of these services were approximately $8.5 million in total (2010 $8.6 million).
PricewaterhouseCoopers may also provide audit and non-audit services to other entities in which Westpac holds a minority interest and which are
not consolidated. Westpac is not aware of the amount of any fees paid by those entities.

Westpac has a policy on engaging PricewaterhouseCoopers, details of which are set out in the Corporate governance section, including the
subsection entitted Engagement of the external auditor , which forms part of this Directors Report.

The Board has considered the position and, in accordance with the advice received from the Audit Committee, is satisfied that the provision of the
non-audit services during 2011 by PricewaterhouseCoopers is compatible with the general standard of independence for auditors imposed by the
Corporations Act 2001. The Directors are satisfied that the provision of non-audit services by PricewaterhouseCoopers, as set out above, did not

compromise the auditor independence requirements of the Corporations Act 2001 for the following reasons:

§ all non-audit services have been reviewed by the Audit Committee to ensure they do not impact the impartiality and objectivity of the auditor;
and

§ none of the services undermine the general principles relating to auditor independence as set out in APES 110 Code of Ethics for
Professional Accounts.

Signed in accordance with a resolution of the Board.
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Ted Evans AC Gail Kelly

Chairman Managing Director & Chief Executive Officer
2 November 2011 2 November 2011
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Five year summary:

(in $millions unless otherwise indicated)

Income statements for the years ended 30 September2
Net interest income

Non-interest income

Net operating income before operating expenses and impairment

charges

Operating expenses

Impairment charges on loans

Profit before income tax expense

Income tax expense

Profit attributable to non-controlling interests

Net profit attributable to owners of Westpac Banking
Corporation

Balance sheet as at 30 September2

Loans

Other assets

Total assets

Deposits

Debt issues and acceptances

Loan capital

Other liabilities

Total liabilities

Total shareholders equity and non-controlling interests

Key financial ratios

Shareholder value

Dividends per ordinary share (cents)
Dividend payout ratio (%)

Return on average ordinary equity (%)
Basic earnings per share (cents)

Net tangible assets per ordinary share ($)3
Share price ($):

High

Low

Close

Business performance

Operating expenses to operating income ratio (%)
Net interest margin

Capital adequacy

Total equity to total assets (%)

Total equity to total average assets (%)

Tier 1 ratio (%)4

Total capital ratio (%)4

Credit quality

Net impaired assets to equity and collectively assessed provisions

(%)

Total provisions5 for impairment on loans and credit commitments to

total loans (basis points)
Other information

Core full-time equivalent staff (number at financial year end)6

2011

11,996
4,917

16,913
(7,408)
(993)
8,514
(1,455)
(68)

6,991

496,609
173,619
670,228
370,278
165,931
8,173
82,038
626,420
43,808

156
67.0
17.8

233.0
9.96

25.60

17.84
20.34

43.8
2.19
6.5
7.0
9.7
11.0
6.3
88.2

33,898

2010

11,842
5,068

16,910
(7,416)
(1,456)
8,038
(1,626)
(66)

6,346

477,655
140,622
618,277
337,385
150,971
9,632
80,171
578,159
40,118

139
64.9
17.4

214.2
8.96

28.43

20.56
23.24

43.9
2.21

6.2
104.9

35,055

2009

11,646
4,859

16,505
(7,171)
(3,238)
6,096
(2,579)
(71)

3,446

463,459
126,128
589,587
329,456
133,024
11,138
79,398
553,016
36,571

116
92.6
10.8

125.3
7.89

26.74

14.40
26.25

43.4
2.38

5.7
101.2

34,189

2008

7,222
4,383

11,605
(5,455)
(931)
5,219
(1,287)
(73)

3,859

313,545
126,131
439,676
233,730
100,369
8,718
77,388
420,205
19,471

142
68.9
23.1

206.0
7.71

31.32

18.36
21.48

47.0
2.07
4.4
4.8
7.8
10.8
3.0
68.9

26,717

2007

6,313
4,006

10,319
(4,689)
(482)
5,148
(1,630)
(67)

3,451

275,377
102,243
377,620
202,054
87,126
7,704
62,828
359,712
17,908

131
70.1
23.5

186.9
7.00

28.69

22.53
28.50

45.4
2.19
4.7
5.4
6.5
9.5
1.4
56.3

25,903

1 Where accounting classifications have changed or where changes in accounting policy are adopted retrospectively, comparatives have been

revised and may differ from results previously reported.
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2 The above income statement extracts for 2011, 2010 and 2009 and balance sheet extracts for 2011 and 2010 are derived from the consolidated
financial statements included in this Annual Report. The above income statement extracts for 2008 and 2007 and balance sheet extracts for 2009,
2008 and 2007 are derived from financial statements previously published.

3 Total equity attributable to owners of Westpac Banking Corporation, after deducting goodwill and other intangible assets divided by the number
of ordinary shares outstanding, less treasury shares held.

4 For details on the calculation of this ratio, please refer to Note 30 to the financial statements.

5 Prior to 2010 this ratio has included, if applicable, the APRA required capital deduction (above A-IFRS provisioning levels) which formed part of
the APRA termed General Reserve for Credit Losses. Beginning in 2010 this ratio is based only on A-IFRS provisioning levels. The ratio at

30 September 2009 was not impacted; the ratio at 30 September 2008 was revised from 69.0 bps to 68.9 bps; and the ratio at 30 September 2007
was revised from 61.6 bps to 56.3 bps.

6 Core full-time equivalent employees (FTE) includes full-time and pro-rata part-time staff. It excludes staff on unpaid absences (e.g. unpaid
maternity leave), overtime, temporary and contract staff.
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Disclosure regarding forward-looking statements

This Annual Report contains statements that constitute forward-looking statements within the meaning of Section 21E of the US Securities
Exchange Act of 1934.

Forward-looking statements are statements about matters that are not historical facts. Forward-looking statements appear in a number of places in

this Annual Report and include statements regarding our intent, belief or current expectations with respect to our business and operations, market

conditions, results of operations and financial condition, including, without limitation, future loan loss provisions and financial support to certain

borrowers. We use words such as will , may , expect , intend , seek , would , should , could , continue , plan , estimate , anticipate ,
believe , probability , risk or other similar words to identify forward-looking statements. These forward-looking statements reflect our current

views with respect to future events and are subject to change, certain risks, uncertainties and assumptions which are, in many instances, beyond

our control, and have been made based upon management s expectations and beliefs concerning future developments and their potential effect

upon us. There can be no assurance that future developments will be in accordance with our expectations or that the effect of future developments

on us will be those anticipated. Actual results could differ materially from those which we expect, depending on the outcome of various factors,

including, but not limited to:

§ the effect of, and changes in, laws, regulations, taxation or accounting standards or practices and government policy, particularly changes to
liquidity, leverage and capital requirements;

§ the stability of Australian and international financial systems and disruptions to financial markets and any losses or business impacts
Westpac or its customers or counterparties may experience as a result;

won»

market volatility, including uncertain conditions in funding, equity and asset markets;

won»

adverse asset, credit or capital market conditions;

won»

changes to our credit ratings;

won»

levels of inflation, interest rates, exchange rates and market and monetary fluctuations;

won»

market liquidity and investor confidence;

§ changes in economic conditions, consumer spending, saving and borrowing habits in Australia, New Zealand and in other countries in which
Westpac or its customers or counterparties conduct their operations and our ability to maintain or to increase market share and control expenses;
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§ the effects of competition in the geographic and business areas in which Westpac conducts its operations;

§ reliability and security of Westpac s technology and risks associated with changes to technology systems;

§ the timely development and acceptance of new products and services and the perceived overall value of these products and services by
customers;

§ the effectiveness of our risk management policies, including our internal processes, systems and employees;

§ the occurrence of environmental change or external events in countries in which Westpac or its customers or counterparties conduct their
operations;

§ internal and external events which may adversely impact our reputation;

§ changes in political, social or economic conditions in any of the major markets in which Westpac or its customers or counterparties

operate; and

§ various other factors beyond Westpac s control.

The above list is not exhaustive. For certain other factors that may impact on forward-looking statements made by us, refer to Risk factors under
the section Risk and risk management . When relying on forward-looking statements to make decisions with respect to us, investors and others
should carefully consider the foregoing factors and other uncertainties and events.

Westpac is under no obligation, and does not intend, to update any forward-looking statements contained in this Annual Report, whether as a result
of new information, future events or otherwise, after the date of this Annual Report.

Significant developments

For a discussion of significant developments impacting the Group, refer to  Significant developments under Information on Westpac in Section 1.

Currency of presentation, exchange rates and certain definitions

223



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

In this Annual Report, financial statements means our audited consolidated balance sheets as at 30 September 2011 and 30 September 2010 and

income statements, statements of comprehensive income, changes in equity and cash flows for each of the years ended 30 September 2011, 2010
and 2009 together with accompanying notes which are included in this Annual Report.

Our financial year ends on 30 September. As used throughout this Annual Report, the financial year ended 30 September 2011 is referred to as
2011 and other financial years are referred to in a corresponding manner.

We publish our consolidated financial statements in Australian dollars. In this Annual Report, unless otherwise stated or the context otherwise

requires, references to dollars , dollaramounts , $ , AUD or A$ are to Australian dollars, referencesto US$ , USD or USdollars areto
United States dollars and referencesto NZ$ , NZD or NZdollars are to New Zealand dollars. Solely for the convenience of the reader, certain
Australian dollar amounts have been translated into US dollars at specified rates. These translations should not be construed as representations

that the Australian dollar amounts actually represent such US dollar amounts or have been or could be converted into US dollars at the rate

indicated. Unless otherwise stated, the translations of Australian dollars into US dollars have been made at the rate of A$1.00 = US$0.9744, the

noon buying rate in New York City for cable transfers in Australian dollars as
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certified for customs purposes by the Federal Reserve Bank of New York (the noon buying rate ) as of 30 September 2011. The Australian dollar
equivalent of New Zealand dollars at 30 September 2011 was A$1.00 = NZ$1.2746, being the closing spot exchange rate on that date. Refer to

Exchange rates in Section 4 for information regarding the rates of exchange between the Australian dollar and the US dollar for the financial years
ended 30 September 2007 to 30 September 2011.

Any discrepancies between totals and sums of components in tables contained in this Annual Report are due to rounding.

St.George Bank Limited merger

For accounting purposes the merger with St.George Bank Limited took effect from close of business on 17 November 2008 and the results of
St.George Bank Limited and its controlled entities (St.George Group) was included in the 2009 financial year with effect from 18 November 2008 to
30 September 2009. Our financial results for the 2010 and 2011 financial years are therefore not directly comparable to our results for the 2009
financial year. The impact of this is highlighted in relevant sections of the Review of Group operations.
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Selected consolidated financial and operating data

We have derived the following selected financial information as of, and for the financial years ended, 30 September 2011, 2010, 2009, 2008 and
2007 from our audited consolidated financial statements and related notes.

This information should be read together with our audited consolidated financial statements and the accompanying notes included elsewhere in this
Annual Report.

Accounting standards

The financial statements and other financial information included elsewhere in this Annual Report, unless otherwise indicated, have been prepared
and presented in accordance with Australian Accounting Standards, which include the Australian equivalents to International Financial Reporting
Standards (A-IFRS). They also comply with International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards
Board (IASB).

The financial statements have been prepared in accordance with the accounting policies described in Note 1 to the financial statements.

Recent accounting developments

For a discussion of recent accounting developments refer to Note 1 to the financial statements.

Critical accounting estimates

Our reported results are sensitive to the accounting policies, assumptions and estimates that underlie the preparation of the income statement and
the balance sheet. Our principal accounting policies are disclosed in Note 1 to the financial statements. Note 1 also includes a description of our
critical accounting assumptions and estimates. We have discussed the development and selection of the critical accounting estimates with our BAC.
The following is a summary of the areas we consider involve our most critical accounting estimates (for more detail refer to Note 1 to the financial
statements).

Fair value of financial instruments

Financial instruments classified as held-for-trading, designated at fair value through profit or loss and financial assets classified as available-for-sale
are recognised in the financial statements at fair value. All derivatives are measured and recognised at fair value. As far as possible, financial
instruments are valued with reference to quoted, observable market prices or by using models which employ observable valuation parameters.
Where valuation models rely on parameters for which inputs are not observable, judgments and estimation may be required.

As at 30 September 2011, the fair value of trading securities, financial assets designated at fair value through profit and loss, available-for-sale
securities and life insurance assets was $76,912 million (2010 $67,900 million). The fair value of trading liabilities and financial liabilities designated
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at fair value through profit and loss, deposits at fair value and debt issues at fair value was $112,140 million (2010 $91,426 million). The fair value of
outstanding derivatives was $9,740 million net asset (2010 $7,937 million net liability). The fair value of life insurance assets of

$7,916 million (2010 $12,310 million) was substantially based on quoted market prices. The fair value of financial assets determined by valuation
models that use unobservable market prices was $1,473 million (2010 $1,164 million) and $74 million (2010 $153 million) for financial liabilities. The
fair value of other financial assets and financial liabilities, including derivatives, is largely determined based on valuation models using observable
market prices and rates. Where observable market inputs are not available, day one profits or losses are not recognised.

We believe that the judgments and estimates used are reasonable in the current market. However, a change in these judgments and estimates
would lead to different results as future market conditions can vary from those expected.

Provisions for impairment charges on loans

Provisions for loan impairment charges represent management s best estimate of the losses incurred in the loan portfolios as at the balance date.
There are two components of our loan impairment provisions: individually assessed provisions (IAPs) and collectively assessed provisions (CAPs).

In determining IAPs, considerations that have a bearing on the expected future cash flows are taken into account. For example, the business
prospects of the customer, the realisable value of collateral, our position relative to other claimants, the reliability of customer information and the
likely cost and duration of the work-out process. These judgments and estimates can change with time as new information becomes available or as
work-out strategies evolve, resulting in revisions to the impairment provision as individual decisions are made.

The CAPs are established on a portfolio basis taking into account the level of arrears, collateral and security, past loss experience and expected
defaults based on portfolio trends. The most significant factors in establishing these provisions are estimated loss rates and related emergence
periods. The future credit quality of these portfolios is subject to uncertainties that could cause actual credit losses to differ from reported loan
impairment provisions. These uncertainties include the economic environment, notably interest rates, unemployment levels, payment behaviour and
bankruptcy rates.

As at 30 September 2011, gross loans to customers were $500,654 million (2010 $482,366 million) and the provision for impairment on loans was
$4,045 million (2010 $4,711 million).

Gooawill

Goodwill represents the excess of purchase consideration, the amount of any non-controlling interest in the acquiree and the acquisition date fair
value of any previous equity interest in the acquiree, over the fair value of the Group share of the identified net assets of acquired businesses. The
determination of the fair value of the assets and liabilities of acquired businesses requires the exercise of management judgment. Different fair
values would result in changes to the goodwill and to the post-acquisition performance of the acquisitions.
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Goodwill is tested for impairment annually by determining if the carrying value of the cash generating unit (CGU) that it has been allocated to is
recoverable. The recoverable amount is the higher of the CGU s fair value less costs to sell and its value in use. Determination of appropriate cash
flows and discount rates for the calculation of the value in use is subjective. As at 30 September 2011, the carrying value of goodwill was

$8,582 million (2010 $8,569 million). Refer to Note 13 to the financial statements for further information.

Superannuation obligations

The actuarial valuation of our defined benefit plan obligations are dependent upon a series of assumptions, the key ones being discount rate,
compensation increase rate, mortality, morbidity and investment returns assumptions. Different assumptions could significantly alter the amount of
the difference between plan assets and defined benefit obligations and the amount recognised directly in retained earnings.

The superannuation deficits across all our plans as at 30 September 2011 were in aggregate $676 million (2010 $425 million).

Provisions (other than loan impairment charges)

Provisions are held in respect of a range of obligations such as employee entitlements, restructuring costs, litigation provisions and non-lending
losses, impairment charges on credit commitments, and surplus lease space. Some of the provisions involve significant judgment about the likely
outcome of various events and estimated future cash flows.

Income taxes

The Group is subject to income taxes in Australia and jurisdictions where it has foreign operations. All our businesses predominantly operate in
jurisdictions with similar tax rates to the Australian corporate tax rate. Significant judgment is required in determining the worldwide provision for
income taxes. There are many transactions and calculations undertaken during the ordinary course of business for which the ultimate tax
determination is uncertain. The Group estimates its tax liabilities based on the Group s understanding of the tax law. Where the final outcome of
these matters is different from the amounts that were initially recorded, such differences will impact the current and deferred tax provisions in the
period where such determination is made.

Provisions for taxation held in respect of uncertain tax positions represent the tax benefits at risk. The assessment of the amount of tax benefits at
risk involves the exercise of management judgments about the ultimate outcomes of the transactions.

St.George Bank Limited merger

The merger with St.George Bank Limited was accounted for using the purchase method of accounting. All the identifiable assets and liabilities of
St.George Group were initially recognised by the Group at their fair value on the date of the merger. This involved additional critical accounting
assumptions, judgments and estimates that may have a material impact on the Group s financial statements. The assets and liabilities recognised
by the

Group following the merger with St.George Bank Limited are set out in Note 42.
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§ intangible assets

Identifiable intangible assets are required to be identified and measured at their fair value as a result of the purchase price accounting requirements

of AASB 3 Business Combinations. This involves the use of judgments, estimates and assumptions about how customers may act and how
products will perform in the future, based largely on past experience and future contractual arrangements.

The following material identifiable intangible assets were recognised as a result of the merger:

core deposit intangibles;

brand names;

financial planner distribution relationships; and

credit card customer relationships.

§ financial assets and liabilities

The fair value of all of St.George Group s financial assets and financial liabilities were determined at the merger date. Many of these assets and

liabilities are not normally traded in active markets. The global credit and capital market conditions that included extreme volatility, disruption and

decreased liquidity increased the level of management judgment required in determining the fair value of St.George Group s financial assets and
financial liabilities.

§ tax consolidation

Following the redemption of St.George Bank Limited s hybrid instruments on 31 March 2009, St.George Bank Limited and all its wholly owned
Australian subsidiaries joined the Westpac tax consolidated group. Westpac was required to reset the tax value of certain St.George Group assets
to the appropriate market value of those assets.

In order to determine the impact of St.George Group joining the Westpac tax consolidation group, the fair value of St.George Group and the fair
value of its identifiable assets and liabilities needed to be determined as at 31 March 2009. This required management to make similar critical
assumptions, judgments and estimates in determining the fair value of identifiable assets and liabilities on the date of the acquisition.
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Refer to Note 5 for the impact of St.George Bank Limited joining the Westpac tax consolidated group.
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Income statement review

Consolidated income statementi

Review of Group operations

Year Ended 30 September

2011 2011 2010 2009 2008 2007
(in $millions unless otherwise indicated) Us$2 A$ A$ A$ A3 A3
Interest income 37,123 38,098 34,151 30,446 29,081 22,075
Interest expense (25,434) (26,102) (22,309) (18,800) (21,859) (15,762)
Net interest income 11,689 11,996 11,842 11,646 7,222 6,313
Non-interest income 4,791 4,917 5,068 4,859 4,383 4,006
Net operating income before operating
expenses and impairment charges 16,480 16,913 16,910 16,505 11,605 10,319
Operating expenses (7,216) (7,406) (7,416) (7,171) (5,455) (4,689)
Impairment charges on loans (968) (993) (1,456) (3,238) (931) (482)
Profit before income tax 8,296 8,514 8,038 6,096 5,219 5,148
Income tax expense (1,418) (1,455) (1,626) (2,579) (1,287) (1,630)
Net profit for the year 6,878 7,059 6,412 3,517 3,932 3,518
Profit attributable to non-controlling
interests (66) (68) (66) (71) (73) (67)
Net profit attributable to owners of
Westpac Banking Corporation 6,812 6,991 6,346 3,446 3,859 3,451
Weighted average number of ordinary
shares (millions) 2,997 2,997 2,960 2,747 1,871 1,846
Basic earnings per ordinary share (cents) 227.0 233.0 214.2 125.3 206.0 186.9
Diluted earnings per share (cents)3 217.9 223.6 2071 123.2 200.1 185.3
Dividends per ordinary share (cents) 152 156 139 116 142 131
Dividend payout ratio (%)4 67.0 67.0 64.9 92.6 68.9 70.1
1 Where accounting classifications have changed or where changes in accounting policy are adopted retrospectively, comparatives have
been revised and may differ from results previously reported.
2 Australian dollar amounts have been translated into US dollars solely for the convenience of the reader at the rate of A$1.00 = US$0.9744,
the noon buying rate in New York City on 30 September 2011.
3 Based on basic earnings per share, with the weighted average number of fully paid ordinary shares outstanding adjusted for the conversion

of dilutive potential ordinary shares, issued for no consideration, and after adjusting earnings for distributions on dilutive potential ordinary shares.

4 Calculated by dividing the dividends per ordinary share by the basic earnings per ordinary share.
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Overview of performance 2011 v 2010

Net profit attributable to owners of Westpac Banking Corporation was $6,991 million in 2011, an increase of $645 million or 10% compared to
$6,346 million in 2010. The result was characterised by stable net operating income before operating expenses and impairment charges, which
increased by $3 million; a small operating expense reduction, which reduced by $10 million; a large reduction of $463 million or 32% in impairment
charges on loans; and a lower effective tax rate. The large reduction in impairment charges on loans reflected the improved performance of the
Australian and New Zealand economies.

Net profit attributable to owners of Westpac Banking Corporation grew in the majority of our divisions.

Net interest income was $11,996 million in 2011, an increase of $154 million or 1% compared to 2010. A two basis point decline in net interest
margin was more than offset by 2% growth in average interest earning assets, particularly in Australian housing loans. Net interest margin reduced
as treasury earnings fell and due to the unwind of fair value adjustments related to the merger with St.George Bank Limited.

Non-interest income was $4,917 million in 2011, a decrease of $151 million or 3% compared to 2010. Fees and commissions increased as
business and corporate line fees were repriced; wealth management and insurance income was up with good customer inflows into funds under
administration (FUA); and increased wealth cross sell, although the contribution was partially held back by higher insurance claims and weaker
asset markets. Trading income was significantly lower as highly volatile markets, particularly in the second half of 2011, resulted in lower trading
income.

Operating expenses were $7,406 million in 2011, a decrease of $10 million compared to 2010. Annual cost increases, including salaries and other
staff expense increases, were more than offset by lower expenditure on the St.George integration project and benefits from productivity programs.

Impairment charges on loans were $993 million in 2011, a decrease of $463 million or 32% compared to $1,456 million in 2010. Lower impairments
in Westpac RBB, WIB, St.George Banking Group and New Zealand Banking were the primary drivers of the reduction.
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The effective tax rate was 17.1% in 2011 and 20.2% in 2010. The effective tax rate was reduced in both years by tax adjustments following
finalisation of the tax consolidation impacts related to the merger with St.George Bank Limited. In 2011 a reduction to tax expense of $1,110 million
was recorded, compared to a reduction of $685 million in 2010. Excluding the impact of these adjustments, the effective tax rates for 2011 and 2010
would have been 30.1% and 28.8%, respectively.

2011 earnings per share were 233.0 cents per share compared to 214.2 cents per share in 2010. There were no major capital transactions during
2011. The increase in the number of shares on issue in 2011 was primarily due to shares issued under the Dividend Reinvestment Plan (DRP).

Given the improved earnings and capital position in 2011, a final dividend of 80 cents per share has been declared by the Board, taking the full year
dividend for 2011 to 156 cents per share. The dividend is fully franked. This full year dividend represents an increase of 12% over the dividends
declared in 2010 and a pay-out ratio of 67%.

Income statement review 2011 v 2010

Net interest income 2011 v 2010

2011 2010 2009

$m $m $m

Interest income 38,098 34,151 30,446

Interest expense (26,102) (22,309) (18,800)

Net interest income 11,996 11,842 11,646
Increase/(decrease) in net interest income

Due to change in volume 207 1,344 2,760

Due to change in rate (53) (1,148) 1,664

Change in net interest income 154 196 4,424

Net interest income was $11,996 million in 2011, an increase of $154 million or 1% compared to 2010.

Net interest margins declined 2 basis points to 2.19% in 2011 from 2.21% in 2010. Lower Treasury income and the unwind of fair value adjustments
on financial instruments relating to the merger with St.George Bank Limited were the main drivers of the decline, partially offset by improved
margins in our customer divisions of 4 basis points.

Loan growth1 in 2011 was 4% compared to 2010, with the key feature being the 6% growth in Australian housing loans. The growth in Australian
housing loans was partially offset by reductions in Australian business loans. New Zealand lending growth was modest.

Loan growth had the following specific components:

§ Australian housing loans experienced solid growth with balances increasing 6% or $16.8 billion compared to 2010. Westpac RBB mortgages
grew 8%, which was ahead of banking system2. St.George Banking Group mortgages growth of 2% was impacted by reduced flow from mortgage
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brokers;

§ Australian business and corporate loans declined 1% or $1.8 billion compared to 2010 due to contractions in commercial property lending
and the WIB lending portfolios, partially offset by positive growth in the SME segment;

§ New Zealand lending increased 3% or NZ$1.4 billion compared to 2010, reflecting the low growth environment in New Zealand. The majority
of growth occurred in housing lending, with growth in business lending improving in the second half of 2011; and

§ growth in other overseas loans was in the WIB portfolio, reflecting WIB s expanded presence in Asia.

1 For the purposes of this discussion on net interest income, loan and deposit growth has been determined by comparing balances at
30 September 2011 to balances at 30 September 2010.

2 APRA system growth, 12 months to 30 September 2011.
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Review of Group operations

Total deposits1 increased 10% or $32.9 billion in 2011 compared to 2010. The growth in deposits resulted in customer deposit growth exceeding
loan growth and the deposit to loan ratio improving 380 basis points.

Deposit growth had the following specific components:

§ Australian customer deposits increased 10% or $23.9 billion. This was driven by growth in Australian term deposits, which grew 25% or
$22.2 billion, reflecting increased savings rates and the strength of the franchise in uncertain times, as well as an increased focus on customer
deposit raising initiatives;

§ Australian non-interest bearing accounts increased 12% or $1.5 billion, reflecting growth in mortgage offset accounts; and

§ New Zealand customer deposits increased 5% or NZ$1.9 billion with growth across both at call and term deposits products.

Interest spread and margin 2011 v 2010

2011 2010 2009
$m $m $m
Group
Net interest income 11,996 11,842 11,646
Tax equivalent gross up1 - - 45
Net interest income (including gross up) 11,996 11,842 11,691
Average interest earning assets 548,221 534,991 490,669
Average interest bearing liabilities 513,535 501,968 465,842
Average net non-interest bearing liabilities and equity 34,686 33,023 24,827
Interest spread2 1.87% 1.94% 2.18%
Benefit from free funds3 0.32% 0.27% 0.20%
Net interest margin4 2.19% 2.21% 2.38%
1 We entered into various tax effective financing transactions that derived income that was subject to a reduced rate of income tax. The impact

of this was reflected in lower income tax expense and interest income. In order to improve comparability, this income was presented on a tax
equivalent basis using the applicable tax rate of the geography in which the transaction was booked. The tax equivalent gross up was discontinued
in 2010, reflecting the immaterial nature of the balance as the Group continued to run-down the related assets.

2 Interest spread is the difference between the average yield (including tax equivalent gross up) on all interest earning assets and the average
rate paid on all interest bearing liabilities.
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3 The benefit of net non-interest bearing assets, liabilities and equity is determined by applying the average rate of interest paid on all interest
bearing liabilities to the average level of net non-interest bearing funds as a percentage of average interest earning assets.

4 Net interest margin is calculated by dividing net interest income (including tax equivalent gross up) by average interest earning assets.

Net interest margin was 2.19% in 2011, a decline of 2 basis points compared to 2010. Key drivers of the margin decrease were:

§ an 11 basis point decline from higher retail and wholesale funding costs, due to a:

7 basis point decline from customer deposits, largely due to competition for online savings accounts in the prior year, with the full period
impact carrying into 2011. A decline in the benefit from hedging low interest transaction accounts also had a 3 basis point negative impact on
margins. Mix impacts were also negative as customer preferences resulted in deposit growth skewed towards products with lower spreads; and

4 basis point decline from higher wholesale funding costs, as relatively low cost funding was replaced by higher cost funding since the global
financial crisis. Wholesale funding costs include the cost of funding growth in liquid assets, which had an impact of approximately 1 basis point.

§ a 3 basis point decline due to the impact of amortisation of fair value adjustments relating to the merger with St.George Bank Limited,;
§ a 3 basis point decline reflecting a reduction in Treasury income following stronger revenues in 2010; partially offset by

§ a 15 basis point increase on assets, primarily from repricing, which occurred predominantly in mortgages.

1 For the purposes of this discussion on net interest income, loan and deposit growth has been determined by comparing balances at

30 September 2011 to balances at 30 September 2010.
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Non-interest income 2011 v 2010

2011 2010 2009

$m $m $m

Fees and commissions1 2,568 2,469 2,643

Wealth management and insurance income1 1,618 1,560 1,362

Trading income 558 797 901

Other income 173 242 (47)

Total non-interest income 4,917 5,068 4,859
1 To improve presentation in 2011, we have reclassified certain fees from wealth management and insurance income to fees and

commissions. We have revised comparative periods accordingly (2010 $36 million, 2009 $6 million).

Non-interest income was $4,917 million in 2011, a decrease of $151 million or 3% compared to 2010. The decrease was primarily due to the impact
of market volatility on trading income, particularly in the second half of 2011. Lower trading income was patrtially offset by growth in fees and
commissions and wealth management and insurance income.

Fees and commissions income was $2,568 million in 2011, an increase of $99 million or 4% compared to 2010. This increase was primarily due to:

§ higher facility fees of $73 million, primarily due to:

higher business and commercial fees of $106 million from repricing of line fees, partially offset by an accounting reclassification in the
St.George Banking Group which resulted in fees of $30 million being transferred to net interest income; and

increased banking related fees of $16 million in WIB, more than offset by lower deposit account keeping fees of $17 million as customers
migrated to accounts with lower fees, and reduced mortgage fees of $7 million from lower new lending volumes.

§ higher transaction fees and commissions of $27 million, primarily due to:

an increase in advice commissions of $53 million, which included a $32 million benefit from the update of amortisation profiles of capitalised
fees and costs; partially offset by

a decrease in merchant fees of $6 million as average interchange rates reduced in line with changes in the mix of spending; and
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a decrease in deposit transaction fees of $18 million as customers migrated to accounts with lower fees.

Wealth management and insurance income was $1,618 million in 2011, an increase of $58 million or 4% compared to 2010. This increase was
primarily due to:

§ higher funds management income of $83 million due to the higher average FUM/FUA from positive net inflows, a benefit from the revaluation
of investments in Ascalon funds of $23 million, and the sale of single manager rights which resulted in a gain of $12 million;

an increase in average Group Funds under Management (FUM) of $0.8 billion or 2% compared to 2010 from inflows in wholesale portfolios,
partly offset by outflows in retail and WIB portfolios; and

an increase in average Group Funds under Administration (FUA) of $4.9 billion or 6% compared to 2010 due to inflows in the wrap platforms
and corporate super portfolios in addition to a marginally positive impact from asset markets.

§ an increase in insurance income of $25 million compared to 2010 due to premium growth in general and life insurance, reduced claims in
lenders mortgage insurance and improved returns on the investment portfolio, which more than offset higher claims related to various natural
disasters, including the Victorian and Queensland floods; partially offset by

§ returns from invested capital decreased by $41 million compared to 2010. This primarily reflected a change in how capital was invested with
more investments in fixed income products, which is reflected in net interest income and not in wealth management income.

Trading income decreased by $239 million or 30% compared to 2010. Volatility in the market, especially in the second half of the year, impacted
interest rate trading activities, which resulted in a decrease in WIB markets trading income.

Other income was $173 million in 2011, a decrease of $69 million or 29% compared to 2010. This decrease was primarily driven by movements in
economic hedges relating to hybrid instruments.
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Review of Group operations

Operating expenses 2011 v 2010

2011 2010 2009

$m $m $m

Salaries and other staff expenses 4,055 3,990 3,806

Equipment and occupancy expenses 1,115 1,082 926

Other expenses 2,236 2,344 2,439

Total operating expenses 7,406 7,416 7,171
Total operating expenses to net operating income ratio 43.8% 43.9% 43.4%

Operating expenses were $7,406 million in 2011, a decrease of $10 million compared to 2010. The expense to income ratio was 43.8% in 2011, a
decrease of 10 basis points compared to 2010.

Salaries and other staff expenses were $4,055 million in 2011, an increase of $65 million or 2% compared to 2010. This increase was driven by:

won»

increased salary and employee entitlement costs due to an average salary increase of 4% from January 2011; and

won»

increased restructure costs due to productivity restructuring in 2011; partially offset by

won»

reduced FTE as a result of productivity initiatives; and

won»

lower transaction and integration expenses related to the St.George merger.

Equipment and occupancy expenses were $1,115 million, an increase of $33 million or 3% compared to 2010. The increase was driven by:

§ additional rental and property related costs, increases in corporate property space to accommodate projects and additional expenses
associated with refurbishment and expansion of branch and ATM networks, including the conversion of 34 St.George branches in Victoria to the
Bank of Melbourne brand. The Westpac Group also expanded its footprint with a net additional 15 branches (including Bank of Melbourne) and
installed an additional 119 proprietary ATMs; partially offset by

§ a decrease in software costs due to non-recurrence of impairments recognised in 2010.
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Other expenses were $2,236 million in 2011, a decrease of $108 million or 5% compared to 2010. The decrease was driven by:

§ a decrease in costs relating to technology purchased services and professional services due to reduced spend on St.George integration
activities and implementation progression of the SIPs program from design phase in 2010, to build and deliver in 2011; and

§ the one-off donation of $20 million to the Westpac Foundation in 2010, which was not repeated in 2011; partially offset by

§ an increase in advertising costs, credit card loyalty costs and outsourced costs.

Impairment charges on loans 2011 v 2010

2011 2010 2009

$m $m $m

Impairment charges on loans 993 1,456 3,238
Impairment charges on loans to average gross loans (basis points) 20 30 75

Impairment charges on loans were $993 million in 2011, a decrease of $463 million or 32% compared to 2010 as asset quality continued to improve
and the work-out of stressed and impaired facilities progressed. The improvement in asset quality is reflected in a 72 basis point decline, to 248
basis points, in the ratio of stressed assets to total committed exposures, supported by a decline in the rate of emerging new stress, and some large
upgrades and repayments as facilities were worked out.

New individually assessed provisions have remained relatively high as the work-out of the stressed portfolio saw companies downgraded from
watchlist and substandard categories of stress into impaired. A top-up of existing impaired provisions has also been required, particularly in the
second half of 2011 as the Group updated the assessment of security values.

Movements in collectively assessed provisions in 2011 reflected the improvement in watchlist and substandard facilities, an increase in mortgage
delinquencies through the year, and a reduction in economic overlay provisions in the first half of 2011.

The economic overlay in 2011 was $107 million lower compared to 2010. In the first half of 2011, $174 million in provisions associated with
commercial property and economic conditions were no longer required as identified provisions
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were booked through both individually assessed provisions and collectively assessed provisions. Partially offsetting this reduction was a $68 million
increase in provisions associated with floods and cyclones in Australia and the second Christchurch earthquake. In the second half of 2011, with
greater certainty around the impact of the floods and earthquakes, $55 million was released from these provisions as well as the commercial
property overlay from reductions in stress. This release was offset by increases in provisions of $54 million for other sectors of the Australian
economy that are likely to be impacted by the high Australian dollar and weaker consumer and business sentiment.

Key movements in impairment charges on loans were:

§ new collectively assessed provisions decreased by $387 million compared to 2010, mainly driven by:

lower collective provisions recorded in each of the divisions, with the largest reductions recorded in WIB from repayments and companies
returning to full health. In Westpac RBB, St.George Banking Group and New Zealand Banking portfolios, improvement was seen across both the
business and consumer segments; and

the release of economic overlay provisions in 2011.

§ new individually assessed provisions less write-backs and recoveries decreased by $76 million compared to 2010, primarily due to:

higher write-backs, particularly in WIB; partially offset by

higher new individually assessed provisions in the Australian banking portfolios of Westpac RBB and St.George Banking Group from a number
of small top-ups for existing impaired assets and from the migration of some exposures to impaired that were previously in the watchlist category.

Income tax expense 2011 v 2010

2011 2010 2009

$m $m $m

Income tax expense 1,455 1,626 2,579
Tax as a percentage of profit before income tax expense (effective tax rate) 17.1% 20.2% 42.3%

Income tax expense was $1,455 million in 2011, a decrease of $171 million or 11% compared to 2010. The effective tax rate decreased to 17.1% in
2011, from 20.2% in 2010. The decrease was driven by the following tax impacts:
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§ finalisation of the tax consolidation related to the merger with St.George Group gave rise to an income tax expense adjustment of $1,110
million during the year ended 30 September 2011 (2010 $685 million). The tax consolidation process required Westpac to reset the tax value of

certain St.George Bank Limited assets to the appropriate market value of those assets as at the effective date of the tax consolidation (31 March
2009); and

§ changes in tax provisioning for New Zealand structured finance transactions entered into between 1998 and 2002 significantly impacted the
tax rate in both the 2009 and 2010 years. In 2009, a provision of $703 million was raised following a decision by the New Zealand High Court in
proceedings relating to those transactions, while $106 million was then released from the provision in 2010 following a settlement with the
Commissioner of Inland Revenue (CIR).

Excluding the impact of the St.George related benefits and the New Zealand structured finance transactions, the effective tax rate in 2011, 2010
and 2009 would have been 30%, 30% and 31% respectively.

Overview of performance 2010 v 2009

Net profit attributable to owners of Westpac Banking Corporation for 2010 was $6,346 million, an increase of $2,900 million or 84% compared to
$3,446 million in 2009. The result was characterised by modest growth of $405 million or 2% in net operating income before operating expenses
and impairment charges on loans (hereafter referred to as net operating income), operating expense growth of $245 million or 3%, a significant
reduction of $1,782 million or 55% in impairment charges on loans and a lower effective tax rate. The significant reduction in impairment charges on
loans reflected the improved performance of the Australian and New Zealand economies in 2010.

The increase in net profit attributable to owners of Westpac Banking Corporation from 2009 to 2010 was also assisted by the merger with St.George
Bank Limited. On 1 December 2008, Westpac Banking Corporation completed its merger with St.George Bank Limited. For accounting purposes,
St.George was consolidated on 17 November 2008 and St.George s net profit was included in the 2009 results from 18 November 2008 to 30
September 2009. This meant that the Westpac Group 2010 results included a full 52 weeks of St.George Bank Limited s operations whereas the
Group s 2009 results included approximately 46 weeks. The following discussion and Review of Group operations and the discussion of Divisional
performance for 2010 v 2009 will identify the impact that the additional six weeks had on our year-on-year performance.

Net profit grew in the majority of our divisions. WIB, St.George Banking Group, BTFG, New Zealand Banking and Other divisions net profit
increased by $1,175 million, $95 million, $109 million, $64 million and $1,609 million respectively, while Westpac RBB net profit decreased by $152
million.
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Review of Group operations

Net interest income was $11,842 million in 2010, an increase of $196 million or 2% compared to 2009. Excluding the impact of the additional six
weeks of St.George s operations, net interest income was flat. A decline in net interest margin was only partially offset by growth in average
interest earnings assets, particularly in Australian housing loans. The decline in net interest margins was the result of increases in asset repricing
being insufficient to offset significant increases in funding costs and lower treasury earnings. Higher funding costs were the result of continued
increases in wholesale funding costs and competition, driving up the price of deposits.

Non-interest income was $5,068 million in 2010, an increase of $209 million or 4% compared to 2009. The inclusion of the additional six weeks of
St.George s operations in 2010 drove the majority of the growth. Excluding this impact, non-interest income was relatively flat with growth in wealth
management income, primarily due to strong net flows and strong asset markets, and other income, offset by lower trading income and lower fees
and commission income. Fees and commissions were impacted by the Group s decision to lower certain customer fees from 1 October 2009.
Following this decision, fees and commissions reduced by $298 million in 2010.

Operating expenses were $7,416 million in 2010, an increase of $245 million or 3% compared to 2009. Most of this increase was attributable to the
inclusion of the St.George expense base for the full year. Excluding the impact of an additional six weeks of St.George s operations in 2010, the
increase in operating expenses was mainly driven by continued investment in customer facing employees, investment in our branch network and
increased spend on technology projects, offset by cost savings related to merger synergies and lower spend on the St.George integration project.

Impairment charges on loans were $1,456 million in 2010, a decrease of $1,782 million or 55% compared to $3,238 million in 2009. The impact of
including St.George Banking Group impairments for the full year was not significant. Lower WIB and New Zealand Banking impairments were the
primary driver of the reduction.

The effective tax rate decreased from 42% in 2009 to 20% in 2010. This was driven by two factors:

§ the Group finalised a component of tax consolidation related to the merger with St.George. This led to a reduction of $685 million to the
Group s tax expense for 2010; and

§ tax provisioning for New Zealand structured finance transactions entered into between 1998 and 2002, significantly impacted the tax rate in
each year. In 2009 a provision of $703 million was raised. Following a settlement with the Commissioner of Inland Revenue (CIR), $106 million was
released from the provision in 2010.

2010 earnings per share was 214.2 cents per share compared to 125.3 cents per share in 2009. There were no major capital transactions during
2010. The increase in the number of shares on issue in 2010 was primarily due to shares issued under the Dividend Reinvestment Plan (DRP).

Given the improved earnings during 2010, a final dividend of 74 cents per share was declared by the Board, taking the full year dividend for 2010 to
139 cents per share. The dividend was fully franked. This full year dividend represented an increase of 20% over the dividends declared in 2009
and a pay-out ratio of 64.9%.
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Income statement review 2010 v 2009

Net interest income 2010 v 2009

Net interest income was $11,842 million in 2010, an increase of $196 million or 2% compared to 2009. Excluding the impact of the additional six
weeks of St.George s operations in 2010, net interest income was flat.

Net interest margins decreased in 2010 by 17 basis points compared to 2009. Loan repricing was insufficient to offset the significant increases in
funding costs. Average wholesale funding costs rose as more expensive wholesale funding was used to replace maturing less expensive wholesale
funding and to fund increases in assets. The cost of customer deposits also rose as competition increased in these markets. Revenue generated
from Group Treasury and WIB Markets also decreased, which impacted net interest margins.

Loan growth1 in 2010 was 3% compared to 2009, with the key feature being the 12% growth in Australian housing loans. The Group grew ahead of
system in both Australia and New Zealand. Strong growth in Australian housing lending was offset by reductions in business lending.

Loan growth had the following specific components:

§ Australian housing lending increased 12% or $30.2 billion compared to 2009. Australian housing credit growth was 1.2 times banking
system2. Initial solid growth in the First Home Buyer segment slowed through the year as Government First Home Buyer incentives were reduced.
The Investor segment returned to partially offset the slower growth in the Owner Occupier segment;

1 For the purposes of this discussion on net interest income, loan and deposit growth was determined by comparing balances at
30 September 2010 to balances at 30 September 2009.

2 APRA system growth, 12 months to 30 September 2010.
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§ Australian business lending declined 8% or $11.1 billion compared to 2009. Slightly over half of the decline was the result of contraction in
the commercial property lending portfolio, as runoff exceeded new lending. The remainder of the decline was the result of low demand and the
Institutional portfolio being impacted by large customers deleveraging;

§ housing lending in New Zealand grew ahead of system1 at 6% or NZ$1.8 billion; and

§ New Zealand business lending (including Institutional lending) contracted 2% or NZ$0.5 billion, largely following declines in demand.

Total deposits2 at 30 September 2010 increased 2% or $7.9 billion compared to 2009 with a 5% or $12.9 billion increase in customer deposits.
Growth in non-interest bearing accounts was also strong, predominantly as a result of mortgage offset account growth. The contribution from
Treasury deposits reduced, following the decision to replace short-term wholesale funding with longer term wholesale funding. This resulted in
Treasury deposits contracting by $4.9 billion or 8%.

The Group grew customer deposits market share in Australia and New Zealand. In Australia growth in household deposits was 1.1 times banking
system3.

Deposit growth had the following specific components:

§ Australian customer deposits increased 5% or $12.4 billion. This growth was driven by increases in term deposits of 12% or $9.5 billion,
which saw particularly strong growth in the first half of 2010, and in the second half of 2010 by increases in at call accounts reflecting changing
customer preferences;

§ Australian non-interest bearing deposits increased 19% or $1.9 billion, primarily in mortgage off-set accounts;
§ New Zealand term deposits increased 16% or NZ$2.8 billion; and
§ the certificate of deposit portfolio, which provided the Group with short-term wholesale funding, was reduced as the Group continued to

lengthen the duration of wholesale funding. Within this portfolio there was also a reduction in Australian certificates of deposit as they were replaced
with longer term certificates of deposit issued in the United States.

Interest spread and margin 2010 v 2009

252



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

Net interest margin was 2.21% for 2010, a decline of 17 basis points compared to 2009. Excluding the impact of the additional six weeks of
St.George s operations, net interest margin declined 15 basis points compared to 2009. Key drivers of the margin decrease were a:

§ 26 basis point decline from higher retail and wholesale funding costs due to a:

15 basis point decline from customer deposits, as the cost of raising retail funds increased. At the same time most growth over the period was
in products with higher rates including term deposits, on-line and savings accounts; and

11 basis point decline from higher wholesale funding costs, arising as relatively low cost funding was replaced by higher cost funding post the
global financial crisis.

§ 21 basis point increase on assets, substantially all from repricing, which occurred predominantly in mortgages;

§ 3 basis point decline from a decrease in earnings on physical capital and the amortisation of fair value adjustments on financial instruments
relating to the merger with St.George; and

§ 7 basis point decline reflecting a reduction in Treasury and Markets income following strong revenues in 2009.

Non-interest income 2010 v 2009

Non-interest income was $5,068 million in 2010, an increase of $209 million or 4% compared to 2009. The inclusion of the additional six weeks of
St.George s operations was responsible for the majority of the growth.

Fees and commissions income was $2,469 million in 2010, a decrease of $174 million or 7% compared to 2009. The additional six weeks of
St.George s operations increased fees and commission by approximately 3%. Excluding this impact, fees and commissions declined, with
customer fees decreasing $298 million following the reduction in customer fees, lower account keeping and transaction fee income, reduced
automatic teller machine (ATM) fee income and lower credit card loyalty fee income. This reduction was partially offset by an increase in banking
and credit related fees of $115 million, primarily due to the repricing of undrawn line fees from corporate and business facilities.

1 RBNZ system growth, 12 months to 30 September 2010.

2 For the purposes of this discussion on net interest income, loan and deposit growth was determined by comparing balances at
30 September 2010 to balances at 30 September 2009.
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3 APRA system growth, 12 months to 30 September 2010.
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Review of Group operations

Wealth management and insurance income was $1,560 million in 2010, an increase of $198 million or 15% compared to 2009. The additional six
weeks of St.George s operations increased wealth management and insurance income by approximately 2%. The increased wealth management
income was also driven by improvements in investment markets, growth in FUM and FUA and associated revenue. Insurance earnings improved
due to premium growth, including the benefit of cross selling across the Group.

Trading income was $797 million in 2010, a decrease of $104 million or 12% compared to 2009. The additional six weeks of St.George s
operations increased trading income by approximately 13%. Excluding this, trading income declined, primarily driven by lower Foreign Exchange
revenue, offset by stronger Debt Markets earnings. The exceptional 2009 trading results were not repeated in 2010 due to increased competition
and lower market volatility, reducing market spreads and volumes.

Other income was $242 million in 2010, an increase of $289 million compared to 2009. This increase was primarily driven by impairment and
mark-to-market losses in 2009 that did not reoccur in 2010. 2009 included asset write downs and losses on financial assets held at fair value in
relation to foundation investments in property and other transactions in the wholesale business. Other income in 2010 included $46 million of gains
on sale of investments in WIB, including the sale of investments in Queensland airports, Westpac Office Trust and other property investments.

Operating expenses 2010 v 2009

Operating expenses were $7,416 million in 2010, an increase of $245 million or 3% compared to 2009. The expense to income ratio was 43.9% in
2010, an increase of 50 basis points compared to 2009.

Salaries and other staff expenses were $3,990 million in 2010, an increase of $184 million or 5% compared to 2009. Excluding the additional six
weeks of St.George s operations, salaries and other staff expenses increased by 1%. This increase was driven by:

§ increased salary costs from increased FTE, particularly associated with additional customer facing employees and additional employees to
support technology projects;

§ increased bonuses and incentives in line with improved financial performance; and

§ increased superannuation costs and additional equity based compensation charges.

Equipment and occupancy expenses were $1,082 million, an increase of $156 million or 17% compared to 2009. Excluding the additional six weeks
of St.George s operations, equipment and occupancy expenses increased by 13%. The increased expense was driven by:
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§ increased operating lease rentals and outgoings from market repricing and additional costs associated with increasing the number of
branches and ATMs during the year; and

§ increased depreciation, in line with an increase in branch refurbishments and the expanded branch network; and

§ increased software amortisation and impairment, as old software was impaired when new systems moved into production.

Other expenses were $2,344 million in 2010, a decrease of $95 million or 4% compared to 2009. Excluding the additional six weeks of St.George s
operations, other expenses decreased by 6%. This decrease was driven mainly by:

§ a reduction in non-lending losses primarily from a one-off provision raised in 2009 with respect to a long standing legal proceeding, where
judgment was received in that year;

§ lower costs incurred from the redemption of credit card loyalty points; and

§ cost savings associated with merger synergies and other discretionary expense reductions.

The decrease was partially offset by a one off contribution to the Westpac Foundation of $20 million, an increase in purchased services, particularly
in technology, information services and other professional services, due to the implementation of technology projects.

Impairment charges on loans 2010 v 2009

Impairment charges on loans were $1,456 million in 2010, a decrease of $1,782 million or 55% compared to 2009. Impairment charges on loans
represented 30 basis points of average gross loans for 2010, a decrease of 45 basis points compared to 30 September 2009. Excluding the impact
of the additional six weeks of St.George s operations, impairment charges on loans decreased by approximately 57% compared to 2009. This
represented 29 basis points of average gross loans in 2010, a decrease of 46 basis points compared to 2009. The following commentary relates to
this 57% movement, excluding the impact of St.George.

Impairment charges more than halved during 2010, as the operating environment continued to improve and the stress directly associated with the
global financial crisis abated. Around two thirds of the reduction was due to lower provisions associated with larger institutionals and corporates.
These customers felt the impact of the financial crisis early, but with conditions stabilising, new provisions declined materially. The other major
contributors to the decline were New Zealand Banking, as that economy emerged from recession, and a small release in the economic overlay in
contrast to the increase in 2009, supported by the improved environment.
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New IAPs declined by $614 million as fewer large companies became impaired. Nevertheless, IAPs remained high principally from companies
already identified as stressed being downgraded.

Within new CAPs, write-offs were largely unchanged, mostly relating to higher consumer stress from the lagged impact of slowing economic growth
in 2009 and rising interest rates. Other changes in CAPs were materially lower, driven by five factors:

won

a lower incidence of new stress in the business segments;

won

the transfer of some collective provisions to IAPs as companies were downgraded;

won»

company upgrades and reductions in exposures that allowed some collective provisions to be released;

won»

a positive contribution to collective provisions from factor changes; and

won»

a small reduction in the economic overlay.

The economic overlay was $49 million lower compared to 30 September 2009. The improved operating environment reduced the probability of
severe stress emerging in the construction sector and this warranted some release in associated economic overlay provisions. Partially offsetting
this decline was an $8 million addition to the overlay to support possible unidentified losses following the earthquake in Canterbury in New Zealand.
Given uncertainty remained around the globe and emerging signs of global recovery were fragile, Westpac felt it was prudent to maintain an
economic overlay of $453 million at 30 September 2010.

Key movements in impairment charges on loans were:

§ new IAPs decreased by $614 million, principally due to:

new IAPs in WIB of $573 million were $540 million lower compared to 2009, principally from significant reductions in new large corporate
problem facilities and no repeat of the margin lending losses recorded in 2009;

new IAPs in Westpac RBB of $247 million were $33 million higher compared to 2009, principally from the lagged effect of the softer economic
environment on small and medium businesses;
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new IAPs in St.George Banking Group of $420 million were $15 million higher compared to 2009, as the commercial property sector and the
need for new individual provisions stabilised; and

new IAPs in New Zealand Banking were $113 million lower compared to 2009, as the need for new IAPs declined as the economic
environment improved. In 2009 IAPs were also adversely impacted by two large corporate exposures.

The Group benefited from higher write-backs and recoveries, principally from a positive reassessment of security values, primarily for large
corporates, from the improving operating environment.

§ new CAPs decreased by $919 million compared to 2009, principally due to:

a positive collective provision contribution from WIB in 2010 of $240 million which was $696 million lower than 2009. The positive contribution
was due to a reduction in lending as corporates continued to deleverage, a few companies moving from watchlist back to performing grades
following equity raisings, and some companies being downgraded to impaired,;

higher interest rates and the lagged effect of slowing growth in 2009 saw a small rise in business stress and higher consumer delinquencies in
Westpac RBB. This contributed to a $25 million rise in collective provision charges in 2010;

new collectively assessed provisions in St.George Banking Group were $1 million lower in 2010. While small business and consumer stress
moderately increased, corporate stress declined, particularly in the commercial property portfolio and this led to the modest reduction in CAP
charges;

new CAPs in New Zealand Banking were $54 million lower as some companies moved into impaired and new companies entering stressed
categories declined; and

a reduction in the economic overlay.

Income tax expense 2010 v 2009

Income tax expense was $1,626 million in 2010, a decrease of $953 million or 37% compared to 2009. The effective tax rate decreased to 20% in
2010, from 42% in 2009. Finalisation of a component of tax consolidation related to the merger with St.George gave rise to an income tax expense
adjustment of $685 million for 2010. The tax consolidation process required Westpac to reset the tax value of certain St.George assets to the
appropriate market value of those assets as at the time of tax consolidation (31 March 2009). Also, changes in tax provisioning for New Zealand
structured finance transactions entered into between 1998 and 2002, significantly impacted the tax rate in each year. In 2009, a provision of $703
million was raised following a decision by the New Zealand High Court in proceedings relating to those transactions, while $106 million was
released from the provision in 2010 following a settlement with the CIR. Excluding these impacts, the effective tax rate in 2010 and 2009 would
have been 30% and 31% respectively.

259



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

88 Westpac Group

260



Edgar Filing: WESTPAC BANKING CORP - Form 20-F

Review of Group operations

Balance sheet review
Selected consolidated balance sheet data1
The detailed components of the balance sheet are set out in the notes to the financial statements.

As at 30 September

2011 2011 2010 2009 2008 2007

US$m2 A$m A$m A$m A$m A$m
Cash and balances with central banks 15,842 16,258 4,464 3,272 4,809 2,243
Receivables due from other financial institutions 8,332 8,551 12,588 9,974 10,434 13,290
Derivative financial instruments 47,887 49,145 36,102 33,187 34,810 24,308
Trading securities, other financial assets designated at fair
value and available-for-sale securities 67,239 69,006 55,599 47,807 54,605 39,594
Loans 483,896 496,609 477,655 463,459 313,545 275,377
Life insurance assets 7,713 7,916 12,310 12,384 12,547 15,456
All other assets 22,161 22,743 19,559 19,504 8,926 7,352
Total assets 653,070 670,228 618,277 589,587 439,676 377,620
Payables due to other financial institutions 14,140 14,512 8,898 9,235 15,861 9,133
Deposits 360,799 370,278 337,385 329,456 233,730 202,054
Derivative financial instruments 38,396 39,405 44,039 36,478 24,970 25,192
Trading liabilities and other financial liabilities designated
at fair value 9,552 9,803 4,850 10,848 16,689 8,223
Debt issues and acceptances 161,683 165,931 150,971 133,024 100,369 87,126
Life insurance liabilities 6,823 7,002 11,560 11,737 11,953 14,392
All other liabilities 11,026 11,316 10,824 11,100 7,915 5,888
Total liabilities excluding loan capital 602,419 618,247 568,527 541,878 411,487 352,008
Total loan capital3 7,964 8,173 9,632 11,138 8,718 7,704
Total liabilities 610,383 626,420 578,159 553,016 420,205 359,712
Net assets 42,687 43,808 40,118 36,571 19,471 17,908
Total equity attributable to owners of Westpac Banking
Corporation 40,756 41,826 38,189 34,637 17,547 15,996
Non-controlling interests 1,931 1,982 1,929 1,934 1,924 1,912
Total shareholders equity and non-controlling
interests 42,687 43,808 40,118 36,571 19,471 17,908
Average balances
Total assets 612,340 628,428 607,677 577,831 401,468 332,512
Loans and other receivables4 463,895 476,083 469,999 426,845 294,672 257,896
Shareholders equity 38,370 39,378 36,434 32,008 16,699 14,708
Non-controlling interests 1,872 1,921 1,914 1,915 1,918 1,911

1 Where accounting classifications have changed or where changes in accounting policy are adopted retrospectively, comparatives have been
revised and may differ from results previously reported.

2 Australian dollar amounts have been translated into US dollars solely for the convenience of the reader at the rate of A$1.00 = US$0.9744, the
noon buying rate in New York City on 30 September 2011.
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3 This includes Westpac Stapled Preferred Securities (SPS), Westpac Stapled Preferred Securities Il (SPS 1) and 2004 Trust Preferred Securities
(2004 TPS) in 2011, 2010 and 2009, SPS and 2004 TPS in 2008 and 2004 TPS and Fixed Interest Resettable Securities (FIRsTS) in 2007.

4 Other receivables include other assets, cash and balances with central banks.
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2011
(in $millions unless otherwise indicated) US$1
Profitability ratios (%)
Net interest margin2 2.19
Return on average assets3 1.11
Return on average ordinary equity4 17.8
Return on average total equity5 16.9
Capital ratio (%)
Average total equity to average total assets 6.6
Tier 1 ratio (%)6 9.7
Total capital ratio6 11.0
Earnings ratios
Basic earnings per ordinary share (cents)7 227.0
Diluted earnings per ordinary share (cents)8 217.9
Dividends per ordinary share (cents) 152
Dividend payout ratio (%)9 67.0
Credit quality ratios
Impairment charges on loans written off (net of recoveries) 1,819
Impairment charges on loans written off (net of recoveries) to
average loans (%) 0.38

2011
A$

2.19
1.11
17.8
16.9
6.6
11.0
233.0
223.6
156
67.0
1,867

0.38

Year Ended 30 September

2010 2009
A$ A$
2.21 2.38
1.04 0.60
17.4 10.8
16.5 10.2
6.3 5.9
9.1 8.1
11.0 10.8
214.2 125.3
2071 123.2
139 116
64.9 92.6
1,300 1,874
0.27 0.43

2008
A$

2.07
0.96
23.1
20.7

4.6

7.8
10.8
206.0
200.1
142
68.9
439

0.15

2007
A$

2.19
1.04
23.5
20.8
5.0
9.5
186.9
185.3
131
70.1
349

0.14

1 Australian dollar amounts have been translated into US dollars solely for the convenience of the reader at the rate of A$1.00 = US$0.9744, the
noon buying rate in New York City on 30 September 2011.

2 Calculated by dividing net interest income (including tax equivalent gross up) by average interest earning assets.

3 Calculated by dividing net profit attributable to owners of Westpac Banking Corporation by average total assets.

4 Calculated by dividing net profit attributable to owners of Westpac Banking Corporation by average ordinary equity.

5 Calculated by dividing net profit attributable to owners of Westpac Banking Corporation by average ordinary equity and non-controlling interests.

6 For details on the calculations of this ratio refer to Note 30 to the financial statements.

7 Based on the weighted average number of fully paid ordinary shares.
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8 Based on basic earnings per share, with the weighted average number of fully paid ordinary shares outstanding adjusted for the conversion of
dilutive potential ordinary shares, issued for no consideration, and after adjusting earnings for distributions on dilutive potential ordinary shares.

9 Calculated by dividing the dividends per ordinary share by the basic earnings per ordinary share.

Balance sheet review

Total assets as at 30 September 2011 were $670.2 billion, an increase of $52 billion or 8% compared to 30 September 2010. This growth was the
result of 4% loan growth and holding higher levels of liquid assets. Total liabilities as at 30 September 2011 were $626.4 billion, an increase of
$48.3 billion or 8% compared to 30 September 2010. Growth in total liabilities was driven by increased term deposits and debt issues. The key
balance sheet movements were driven by the following:

won»

growth in loans of 4%, with the majority of the increase in Australian housing loans;

won»

an increase in liquid assets of 26%, mostly in cash and balances with central banks and trading securities and available-for-sale securities;

won»

growth in debt issues due to an increase in the wholesale funding portfolio;

won»

an increase in derivative financial instruments primarily due to foreign currency movements; and

won»

growth in deposits of 10%, mainly driven by increases in Australian term deposits.

Assets 2011 v 2010

The key movements in assets are outlined below.

Cash balances with central banks (up $12 billion)

This was primarily due to an increase in liquid assets from increased collateral balances following the sharp end of period decline in the value of the
Australian dollar.
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Receivables due from other financial institutions (down $4 billion)

The decrease was due to a decline in collateral placed, partially offset by an increase in interbank lending due to seasonal trends.
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Review of Group operations

Derivative financial instruments (assets) (up $13 billion)

The increase in derivative financial instruments was primarily due to cross currency swaps hedging our offshore borrowings, which were impacted
by principal resets following exchange rate movements.

Trading securities, other financial assets designated at fair value and available-for-sale securities (up $13 billion)

The increase occurred primarily in holdings of Government, Semi-Government and bank securities and was largely an increase in liquid asset
holdings.

Loans (up $19 billion)

The growth in loans was primarily due to growth in Australian loans of $15.1 billion and New Zealand loans of $2.4 billion. In Australia, an increase
of $16.8 billion or 6% in Australian housing loans was partially offset by a decrease in Australian business lending of $1.8 billion or 1% and a
decrease in Australian margin lending of $669 million or 19%.

Life insurance assets (down $4 billion)

Through a successor funds transfer, BTFG transferred certain superannuation funds out of life companies into separately managed super funds,
which are not consolidated. A corresponding change occurred in life insurance liabilities.

Other assets (up $3 billion)
The increase in other assets was primarily due to securities trading activities in WIB.
Liabilities and equity 2011 v 2010

The key movements in liabilities and equity are outlined below.
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Payables due to other financial institutions (up $6 billion)

The increase in payables due to other financial institutions was primarily due to an increase in collateral received.

Deposits (up $33 billion)

Deposits increased primarily as a result of an increase in Australian term deposits of $22.2 billion or 25% as savings rates in Australia increased
and the Group s increased focus on customer deposit raising initiatives. Growth in mortgage offset accounts resulted in an increase in Australian
non-interest bearing accounts of $1.5 billion or 12%. Increased overseas deposits of $8 billion reflected growth in corporate customer balances and
investors preference for certificates of deposit.

Derivative financial instruments (liabilities) (down $5 billion)

The decrease in derivative financial instruments was due to cross currency swaps liabilities, partially offset by an increase in interest rate swap
liabilities due to changes in interest rates.

Trading liabilities and other financial liabilities designated at fair value (up $5 billion)

The increase in trading liabilities was largely due to securities trading activities in WIB.

Debt issues and acceptances (up $15 billion)

Debt issues increased due to growth in the wholesale funding portfolio.

Life insurance liabilities (down $5 billion)

Through a successor funds transfer, BTFG transferred certain superannuation funds out of life companies into separately managed super funds,
which are not consolidated. A corresponding change occurred in life insurance assets.

Loan capital (down $1 billion)

The decrease in loan capital was due to the redemption of term subordinated bonds, notes and debentures.
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Equity attributable to owners of Westpac Banking Corporation (up $4 billion)

The increase in equity was due to an increase in net retained profits after dividend payment and the issuance of shares to satisfy the DRP.

Assets 2010 v 2009

The key movements in assets are outlined below.

Receivables due from other financial institutions (up $3 billion)

The increase was primarily due to an increase in collateral pledged, related to derivative contracts, where valuation was affected by movements in
the Australian dollar against the US dollar.

Derivative financial instruments (assets) (up $3 billion)

The increase in derivative financial instruments was primarily due to changes in the contract valuation related to foreign exchange rate movements.

Trading securities, other financial assets and available-for-sale securities (up $8 billion)

The primary driver of the increase was liquid assets. This included a significant rise in holdings of State Government securities in the Group s
liquidity portfolio.
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Loans (up $14 billion)

The growth in loans was principally due to an increase of $30.2 billion or 12% in Australian housing loans. This increase was partially offset by a
decrease in Australian business lending of $11 billion or 8%. The remainder of the decrease arose in other overseas locations.

Liabilities and equity 2010 v 2009

The key movements in liabilities and equity are outlined below.

Deposits (up $8 billion)

Deposits increased primarily as a result of an increase in term deposits across the Group. Total term deposits increased 11% or $11 billion, as
customers were attracted to the high relative interest rates on these products early in 2010 and consumer at call accounts increased by $2 billion.
This increase was partially offset by a decrease in short-term wholesale funding certificates of deposit of 8% or $5 billion.

Derivative financial instruments (liabilities) (up $8 billion)

The increase in derivative financial instruments was primarily due to changes in contract valuations related to foreign exchange rate movements.

Trading liabilities and other financial liabilities designated at fair value (down $6 billion)

The decrease was primarily due to securities sold under agreements to repurchase declining during the year as this funding source was replaced by
other funding sources. This occurred primarily in the first half of 2010.

Debt issues and acceptances (up $18 billion)

Debt issues increased significantly as the Group continued to focus on lengthening the term wholesale funding portfolio. Senior unsecured
long-term debt increased $23 billion, which was partially offset by run-off in securitisation of $3 billion over the year.

Loan capital (down $2 billion)
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The decrease was primarily attributable to the redemption of subordinated notes.

Equity attributable to owners of Westpac Banking Corporation (up $4 billion)

The increase in equity was due to increased retained profits ($3 billion) and the issuance of shares to satisfy the DRP ($1 billion).

Loan quality 2011 v 2010

As at 30 September

2011 2010 2009
$m $m $m
Total gross loans1 500,654 482,366 467,843
Average gross loans
Australia 439,165 428,861 381,858
New Zealand 44,279 45,171 45,832
Other overseas 5,228 5,428 6,529
Total average gross loans 488,672 479,460 434,219
1 Gross loans are stated before related provisions for impairment.

Total gross loans represented 75% of the total assets of the Group as at 30 September 2011, compared to 78% in 2010.

Our lending is focused on our core geographic markets in Australia and New Zealand. Australia and New Zealand average loans were $483.4
billion in 2011, an increase of $9.4 billion or 2% from $474.0 billion in 2010. This increase was primarily due to growth in Australian housing lending.

Other overseas average loans were $5.2 billion in 2011, a decrease of $0.2 billion or 4% from $5.4 billion in 2010.

Approximately 21% of the loans at 30 September 2011 mature within one year and 23% mature between one year and five years. Retail lending
comprises the bulk of the loan portfolio maturing after five years.
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Review of Group operations

As at 30 September

2011 2010 2009 2008 2007
$m $m $m $m $m

Impaired loans
Non-performing loans1:
Gross 4,287 4,240 3,526 1,059 423
Impairment provisions (1,487) (1,677) (1,308) (438) (159)
Net 2,800 2,563 2,218 621 264
Restructured loans:
Gross 129 132 71 6 4
Impairment provisions (29) (32) (26) - -
Net 100 100 45 6 4
Overdrafts, personal loans and revolving credit greater than 90
days past due:
Gross 200 213 173 112 113
Impairment provisions (147) (155) (148) (97) (107)
Net 53 58 25 15 6
Net impaired loans 2,953 2,721 2,288 642 274
Provisions for impairment on loans and credit
commitments
Individually assessed provisions 1,461 1,622 1,228 413 148
Collectively assessed provisions 2,953 3,439 3,506 1,761 1,410
Total provisions for impairment on loans and credit
commitments 4,414 5,061 4,734 2,174 1,558
Loan quality
Total impairment provisions for impaired loans to total impaired
loans2 36.0% 40.7% 39.3% 45.4% 49.2%
Total impaired loans to total loans 0.92% 0.95% 0.81% 0.37% 0.20%
Total provisions for impairment on loans and credit
commitments to total loans3 0.88% 1.05% 1.01% 0.69% 0.56%
Total provisions for impairment on loans and credit
commitments to total impaired loans 95.6% 110.4% 125.6% 184.8% 288.5%
Collectively assessed provisions to non-housing performing
loans 1.7% 2.0% 1.8% 1.1% 1.1%

1 Non-performing loans are loans with an impaired internal risk grade, excluding restructured assets.

2 Impairment provisions relating to impaired loans include individually assessed provisions plus the proportion of the collectively assessed
provisions that relate to impaired loans. The proportion of the collectively assessed provisions that relate to impaired loans was $202 million as at
30 September 2011 (2010 $244 million, 2009 $254 million, 2008 $121 million, 2007 $118 million). This sum is compared to the total gross impaired
loans to determine this ratio.

3 Prior to 2010 this ratio has included, if applicable, the APRA required capital deduction (above A-IFRS provisioning levels), which formed part of
the APRA termed General Reserve for Credit Losses. Beginning in 2010 this ratio is based only on A-IFRS provisioning levels. The ratios at
30 September 2009 and 30 September 2008 were not impacted and the ratio at 30 September 2007 was revised from 0.61% to 0.56%.

The quality of our loan portfolio as at 30 September 2011 remains relatively stable, with 76% of our exposure to either investment grade or secured
consumer mortgages (2010 74%, 2009 72%) and 98% of our exposure in our core markets of Australia, New Zealand and the Pacific region (2010
99%, 2009 99%).
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Potential problem loans1 as at 30 September 2011 amounted to $2,489 million, a decrease of 35% from $3,852 million at 30 September 2010.

At 30 September 2011, total impaired loans as a percentage of total gross loans were 0.92%, a decrease of 0.03% from 0.95% at 30
September 2010.

At 30 September 2011, we had 12 impaired counterparties with exposure greater than $50 million, collectively accounting for 21% of total impaired
loans. This compares to 11 impaired counterparties with exposure greater than $50 million in 2010 accounting for 20% of total impaired loans.
There were 37 impaired exposures at 30 September 2011 that were less than $50 million and greater than $20 million (2010 49 impaired
exposures).

We believe that Westpac remains appropriately provisioned with total impairment provisions for impaired loans to total impaired loans coverage at
36.0% at 30 September 2011 compared to 40.7% at 30 September 2010. Total provisions for impairment in loans and credit commitments
represented 95.6% of total impaired loans as at 30 September 2011, down

1 Potential problem loans are facilities that are performing and no loss is expected, but the customer demonstrates significant weakness in
debt servicing or security cover that could jeopardise repayment of debt on current terms if not rectified.
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from 110.4% at 30 September 2010. Total provisions for impairments on loans and credit commitments to total loans was 0.88% at 30 September
2011, down from 1.05% at 30 September 2010 (2009 1.01%).

Consumer mortgage loans 90 days past due at 30 September 2011 were 0.55% of outstandings, an increase of 8 basis points from 0.47% of
outstandings at 30 September 2010 (2009 0.37%).

Other consumer loan delinquencies (including credit card and personal loan products) were 1.16% of outstandings as at 30 September 2011, a
decrease of 9 basis points from 1.25% of outstandings as at 30 September 2010 (2009 1.04%).

Capital resources

Capital management strategy

Westpac s approach to capital management seeks to balance the fact that capital is an expensive form of funding with the need to be adequately
capitalised as an ADI. Westpac considers the need to balance efficiency, flexibility and adequacy when determining sufficiency of capital and when
developing capital management plans.

Westpac evaluates these considerations through an Internal Capital Adequacy Assessment Process (ICAAP), the key features of which include:

§ the development of a capital management strategy including target capital ratios, capital buffers and contingency plans which guide the
development of specific capital plans;

§ consideration of both economic and regulatory capital requirements;

§ a process which challenges the capital measures, coverage and requirements, which incorporates a comparison of economic and regulatory
requirements and the use of the Quantitative Scenario Analysis (stress testing) framework that considers, amongst other things, the impact of
adverse economic scenarios that threaten the achievement of planned outcomes; and

§ consideration of the perspectives of external stakeholders such as regulators, rating agencies and equity and debt investors.

Westpac s capital ratios are in compliance with APRA minimum capital adequacy requirements.
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Basel capital accord

The regulatory limits applied to our capital ratios are consistent with the International Convergence of Capital Measurement and Capital Standards:
A Revised Framework, also known as Basel |l, issued by the Bank of International Settlements. This framework reflects the advanced risk
management practices that underpin the calculation of regulatory capital through a broad array of risk classes and advanced measurement
processes.

As provided for in the Basel Il accord, APRA has exercised discretions to make the framework more relevant in the Australian market, and in
particular has required that Australian banks using the most sophisticated models for credit and operational risk will also be required to hold
regulatory capital for the interest rate risk taken in the banking book. The models used to quantify this risk are similar to the models used for traded
market risk. In addition APRA has applied discretion in the calculation of the components of regulatory capital.

Westpac is accredited by APRA to use the AIRB approach for credit risk, the AMA for operational risk and the internal model approach for Interest
Rate Risk in the Banking Book (IRRBB). Accreditation to use AIRB and AMA was effective from 1 January 2008, and IRRBB from 1 July 2008. We
believe that using the advanced approaches for risk monitoring and measurement is in the interests of all our stakeholders. Effective risk
management is regarded as a key activity performed at all levels of the Group. Achieving advanced accreditation from APRA has resulted in a
broad array of changes to risk management practices that have been implemented across all risk classes. We recognise that embedding these
principles and practices into day-to-day activities of the divisions to achieve the full benefits of these changes is an ongoing facet of risk
management.

Refer to  Significant developments in Section 1 for a discussion on future regulatory developments that may impact upon capital requirements.
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Purchases of equity securities

Review of Group operations

The following table details share repurchase activity for the year ended 30 September 2011:

Month

October (2010)
November (2010)
December (2010)
January (2011)
February (2011)
March (2011)
April (2011)

May (2011)

June (2011)

July (2011)
August (2011)
September (2011)
Total

Total Number of
Ordinary Shares
Purchased

11,032

Average Price Paid
per Ordinary Share

Total Number of Ordinary
Shares Purchased as Part of a
Publicly Announced Program

Purchases of ordinary shares during the year were made on market and relate to the following:

Maximum Number

(or Approximate $ Value) of Ordinary
Shares that may yet be Purchased
Under the Plans or Programs

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a

§ treasury shares held by statutory life funds and managed investment schemes and ordinary shares held by Westpac in respect of equity
derivatives sold to customers: 56,032 ordinary shares.

Refer to Note 24 to the financial statements for a discussion of treasury share purchases.

Commitments

Contractual obligations and commitments

In connection with our operating activities we enter into certain contractual obligations and commitments. The following table shows our significant
contractual cash obligations as at 30 September 2011:
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Up to Over 1
1 Year to 3 Years
$m $m
On balance sheet long-term debt1 28,766 50,645
Operating leases?2 467 754
Other commitments2 697 991
Total contractual cash obligations 29,930 52,390
1 Refer to Note 22 to the financial statements for details of on balance sheet long-term debt.
2 Refer to Note 34 to the financial statements for details of expenditure commitments.

Over 3

to 5 Years
$m
29,086
550

581
30,217

Over

5 Years
$m
13,179
712

47
13,938

Total
$m
121,676
2,483
2,316
126,475

The above table excludes deposits and other liabilities taken in the normal course of banking business and short-term and undated liabilities.

Commercial commitmentsi

The following table shows our significant commercial commitments as at 30 September 2011:

Up to Over 1

1 Year to 3 Years

$m $m

Standby letters of credit and financial guarantees 2,138 2,374

Trade letters of credit 3,558 -

Non-financial guarantees 4,986 1,479

Commitments to extend credit 59,014 24,925

Other commitments 318 -

Total commercial commitments 70,014 28,778
1 The numbers in this table are notional amounts (refer to Note 36 to the financial statements).

Over 3

to 5 Years
$m

242

230
9,400

9,872

Over

5 Years
$m

318

2,233
42,821
208
45,580

Total
$m
5,072
3,558
8,928
136,160
526
154,244
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Divisional performance

Divisional performance 2011 v 2010

Our operations comprise five primary customer-facing business divisions:

won»

Westpac Retail & Business Banking, which we refer to as Westpac RBB;

won»

Westpac Institutional Bank, which we refer to as WIB;

won

St.George Banking Group;

won

BT Financial Group (Australia), which we refer to as BTFG; and

won

New Zealand Banking.

Other divisions in the Group include Product & Operations, Technology, Group Treasury, Pacific Banking and Core Support.

The accounting standard AASB 8 Operating Segments requires segment results to be presented on a basis that is consistent with information
provided internally to Westpac s key decision makers. In assessing its financial performance, including divisional results, the Westpac Group uses
a measure of performance referred to as Cash Earnings . A reconciliation of Cash Earnings to net profit attributable to owners of Westpac Banking
Corporation for each business division is set forth in Note 32 to the financial statements. To calculate Cash Earnings, Westpac adjusts the statutory
results for the items outlined below. Management believes this allows the Group to more effectively assess performance for the current period
against prior periods and to compare performance across business divisions and across peer companies.

Three categories of adjustments are made to statutory results to determine Cash Earnings:

§ material items that key decision makers at Westpac believe do not reflect ongoing operations;
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§ items that are not considered when dividends are recommended, such as the amortisation of intangibles, impact of Treasury shares and
economic hedging impacts; and

§ accounting reclassifications between individual line items that do not impact statutory results, such as policyholder tax recoveries1.

The discussion of our divisional performance in this section is presented on a Cash Earnings basis unless otherwise stated. Cash Earnings is not
directly comparable to statutory results presented in other parts of this Annual Report.

Outlined below are the current Cash Earnings adjustments to the statutory results:

1. Trust Preferred Securities (TPS) revaluations  Adjustment for movements in economic hedges, including associated tax effects impacting the
Foreign Currency Translation Reserve, relating to hybrid instruments classified as non-controlling interests. The adjustment is required as these
hybrid instruments are not fair valued; however the hedges are fair valued and therefore there is a mismatch in the timing of income recognition in
the statutory results. The mismatch is added back to statutory results in deriving Cash Earnings as it does not affect the Group s profits over time;

2. Treasury shares Under A-IFRS, Westpac shares held by the Group in the managed funds and life business are deemed to be Treasury
shares and the results of holding these shares are not permitted to be recognised as income in the statutory results. In deriving Cash Earnings,
these results are included to ensure there is no asymmetrical impact on the Group s profits because the Treasury shares support policyholder
liabilities and equity derivative transactions which are re-valued in deriving income;

3. Ineffective hedges The gain/(loss) on ineffective hedges is reversed in deriving Cash Earnings for the period because the gain or loss arising
from the fair value movement in these hedges reverses over time and does not affect the Group s profits over time;

4.  Fair value gain/(loss) on other economic hedges (which do not qualify for hedge accounting under A-IFRS) comprises:

the unrealised fair value gain/(loss) on FX hedges of future New Zealand earnings impacting non-interest income is reversed in deriving Cash
Earnings as they may create a material timing difference on statutory results but do not affect the Group s Cash Earnings during the life of the
hedge;

the unrealised fair value gain/(loss) on FX hedges of fees payable for the use of the Government guarantee on foreign denominated wholesale
funding is reversed in deriving Cash Earnings as they may create a material timing difference on statutory results but do not affect the Group s
Cash Earnings during the life of the hedge; and

the unrealised fair value gain/(loss) on hedges of accrual accounted term funding transactions are reversed in deriving Cash Earnings as they
may create a material timing difference on statutory results but do not affect the Group s Cash Earnings during the life of the hedge.
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1 Policyholder tax recoveries income and tax amounts that are grossed up to comply with the A-IFRS accounting standard covering Life
Insurance Business (policyholder tax recoveries) are reversed in deriving income and taxation expense on a Cash Earnings basis.
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Divisional performance

5. Gain/(loss) on buyback of Government guaranteed debt During the year ended 30 September 2011, the Group bought back some
Government guaranteed debt which reduced Government guarantee fees (70 basis points) paid. In undertaking the buybacks, in addition to the 70
basis point fee saving, a cost was incurred reflecting the difference between current interest rates and the rate at which the debt was initially issued.
In the statutory results the cost incurred is recognised at the time of the buybacks. In Cash Earnings the cost incurred is being amortised over the
original term of the debt that was bought back. The Cash Earnings adjustment gives effect to the timing difference between statutory results and
Cash Earnings;

6. Significantitems NZ structured finance transactions During the year ended 30 September 2009, the Group increased tax provisioning by
$703 million for New Zealand structured finance transactions entered into between 1998 and 2002. The increase in the provision followed the High
Court in New Zealand finding in favour of the New Zealand Commissioner of Inland Revenue (CIR) in proceedings where Westpac challenged
amended tax assessments in relation to these transactions. Due to the significant size and historical nature of the issue, the provision was treated
as a Cash Earnings adjustment. During the year ended 30 September 2010, the Group reached a settlement with the CIR by agreeing to pay 80%
of the full amount of primary tax and interest. The associated reversal of tax provisions of $106 million during the year ended 30 September 2010
has also been treated as a Cash Earnings adjustment;

7.  Taxprovision During the year ended 30 September 2011, the Group increased tax provisions by $70 million in respect of certain existing
positions for transactions previously undertaken by the Group. The increase reflects the recent trend of global taxation authorities challenging the
historical tax treatment of cross border and complex transactions. This increase in tax provisions has been treated as a Cash Earnings adjustment
as it relates to the global management of existing tax positions and does not reflect ongoing operations. The Group s management of tax positions
has moved to disclosing any such transactions to the taxation authorities at or around the time of execution;

8.  St.George merger related Cash Earnings adjustments:

as part of the merger with St.George, transaction and integration expenses incurred over three years are being treated as a Cash Earnings
adjustment as they do not impact the earnings expected from St.George following the integration period;

amortisation of intangible assets the merger with St.George resulted in the recognition of core deposit intangibles and customer relationships
intangible assets that are amortised over their useful lives, ranging between five and nine years. The amortisation of intangible assets (excluding
capitalised software) is a Cash Earnings adjustment because it is a non-cash flow item and does not affect cash distributions available to
shareholders;

the accounting for the merger with St.George resulted in the recognition of fair value adjustments on the St.George retail bank loans, deposits,
wholesale funding and associated hedges, with these fair value adjustments being amortised over the life of the underlying transactions. The
amortisation of these adjustments is considered to be a timing difference relating to non-cash flow items that do not affect cash distributions
available to shareholders, and therefore has been treated as a Cash Earnings adjustment; and
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tax consolidation adjustment finalisation of tax consolidation related to the merger with St.George gave rise to an income tax expense
adjustment of $1,110 million during the year ended 30 September 2011 and $685 million during the year ended 30 September 2010. The tax
consolidation process required Westpac to reset the tax value of certain St.George assets to the appropriate market value of those assets as at the
effective date of the tax consolidation (31 March 2009). These adjustments have been treated as a Cash Earnings adjustment due to their size and
as they do not reflect ongoing operations.

9.  Other non-statutory adjustments In the year ended 30 September 2009, a provision of $121 million ($85 million after tax) was made with

respect to long-standing legal proceedings, where a judgment was received in the year ended 30 September 2009. This was treated as a Cash
Earnings adjustment due to its size and historical nature.
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Cash Earnings and assets by division

The following tables present, for each of the key divisions of our business, the Cash Earnings and total assets at the end of the financial years
ended 30 September 2011, 2010 and 2009. Refer to Note 32 to the financial statements for the disclosure of our geographic and business
segments and the reconciliation to net profit attributable to owners of Westpac Banking Corporation.

Cash Earnings by business division

Years Ended 30 September

2011 2010 2009

$m $m $m

Westpac Retail & Business Banking 1,949 1,756 1,908
Westpac Institutional Bank 1,487 1,514 339
St.George Banking Group 1,167 1,041 930
BT Financial Group (Australia) 649 595 484
New Zealand Banking 347 258 194
Other divisions 702 715 657
Total Cash Earnings 6,301 5,879 4,512

Total assets by business division

As at 30 September

2011 2010 2009

$bn $bn $bn

Westpac Retail & Business Banking 261 244 220
Westpac Institutional Bank 110 99 115
St.George Banking Group 135 134 128
BT Financial Group (Australia) 23 28 26
New Zealand Banking 41 39 40
Other divisions 100 74 61
Total assets 670 618 590

In presenting divisional results on a management reporting basis, internal charges and transfer pricing adjustments are included in the performance
of each business reflecting our management structure rather than a legal one (these results cannot be compared to results for individual legal
entities). Where management reporting structures or accounting classifications have changed, comparatives have been revised and may differ from
results previously reported.

Our internal transfer-pricing framework attributes value between divisions. Its primary attributes are:

§ Treasury funding product balances are transfer-priced at inter-bank rates according to the tenor of the underlying transactions;

§ overhead costs are allocated to revenue generating businesses; and
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§ capital charges are allocated to business groups based upon designated risk factors.
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Divisional performance

Westpac Retail & Business Banking

Westpac Retail & Business Banking (Westpac RBB) is responsible for sales and service for our consumer, small-to-medium enterprise customers
and commercial customers (typically with turnover of up to $100 million) in Australia under the Westpac and RAMS brands. RAMS is a home loan
franchise distribution business. Activities are conducted through Westpac RBB s nationwide network of branches and business banking centres,
home finance managers and specialised consumer and business relationship managers, with the support of cash flow, financial markets and wealth
specialists, customer service centres, ATMs and internet channels. The majority of revenue from wealth products sold to Westpac customers is
included in BTFG s financial results.

Performance of Westpac RBB

2011 2010 2009
$m $m $m
Net interest income 5,326 5,132 4,943
Non-interest income 1,091 1,014 1,274
Net operating income before operating expenses and impairment charges 6,417 6,146 6,217
Operating expenses (3,102) (3,045) (2,943)
Impairment charges on loans (549) (589) (551)
Profit before income tax 2,766 2,512 2,723
Income tax expense (817) (756) (815)
Cash Earnings for the year 1,949 1,756 1,908
Net Cash Earnings adjustments - - -
Net profit attributable to owners of Westpac Banking Corporation 1,949 1,756 1,908
$bn $bn $bn
Deposits 125.1 114.5 103.8
Loans 256.0 239.1 215.6
Total assets 261.1 243.7 219.6
Total operating expenses to net operating income ratio 48.3% 49.5% 47.3%
2011 v 2010

Westpac RBB Cash Earnings were $1,949 million in 2011, an increase of $193 million or 11% compared to 2010.

The result was driven by net interest income growth of 4%, non-interest income growth of 8%, and productivity initiatives holding expense growth to
2%. Impairment charges on loans were also lower, down 7%.

Net interest income increased by $194 million or 4% compared to 2010. The increase was driven by an increase in interest earning assets, partially
offset by a reduction in margins. Features of this result included:

§ margins reduced by 7 basis points to 2.07% in 2011 compared to 2.14% in 2010, primarily due to:
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the carry forward of margins decline in 2010;

higher retail funding costs as the cost of deposits increased, particularly in online accounts and mix impacts with most new growth occurring in
higher interest rate term deposits; and

higher wholesale funding costs; partially offset by
the repricing of lending, mostly mortgages, which occurred in November 2010.
§ loans increased by $16.9 billion or 7% compared to 2010, primarily due to:

an increase in mortgages of $15.1 billion or 8% compared to 2010 which accounted for the majority of lending growth and which was above
banking system1 growth of 6.7%. 66% of mortgages were written through the proprietary network, including RAMS, which grew its mortgage
portfolio by 18%; and

an increase in business lending of $2.2 billion or 5% compared to 2010. Most of the business growth was in term lending to SME and
commercial customers, supported by the investment in business bankers in local markets in prior periods; partially offset by

a decrease in other consumer lending of $0.4 billion or 4% due to the run-off of low rate card balances.

1 APRA system growth, 12 months to 30 September 2011.
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§ deposits increased by $10.6 billion or 9% compared to 2010, primarily due to:
an increase in term deposits of $9.1 billion or 21% compared to 2010. Term deposits now represent 41% of total deposits; and

an increase in other deposits (online/saving/transaction) of $1.5 billion or 2%.

Non-interest income increased by $77 million or 8% compared to 2010, primarily due to:

§ strong growth in business line fees following the repricing of those fees; and

§ higher wealth advice fees over the year, reflecting an increased focus on referrals and cross sell.

Operating expenses increased by $57 million or 2% compared to 2010, primarily due to:

§ higher project costs and general salary increases of 4.3%, partially offset by efficiency initiatives commenced in early 2011; and

§ higher advertising spending due to the launch of the First Bank branding campaigns in Australia, along with the spring home loan initiatives
in the second half of 2011.

Impairment charges on loans decreased by $40 million or 7% compared to 2010 due to:
§ an improvement in performance of the business portfolio; and

§ consumer performance which was broadly stable in 2011, with a reduction in other consumer delinquencies offset by higher mortgage 90
day delinquencies.

The effective tax rate of 29.5% was lower for 2011 compared to 30.1% in 2010 after clarity was received on the deductibility of certain expenses
incurred in prior periods.

For a discussion of the results of Westpac RBB for 2010 v 2009, refer to Divisional performance 2010 v 2009 .
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Westpac Institutional Bank

Divisional performance

Westpac Institutional Bank (WIB) delivers a broad range of financial services to commercial, corporate, institutional and government customers with

connections to Australia and New Zealand.

WIB operates through dedicated industry relationship and specialist product teams, with expert knowledge in transactional banking, financial and

debt capital markets, specialised capital, margin lending, broking and alternative investment solutions.

Customers are supported through branches and subsidiaries located in Australia, New Zealand, US, UK and Asia.

Performance of WIB

Net interest income

Non-interest income

Net operating income before operating expenses and impairment charges
Operating expenses

Impairment benefits/(charges) on loans

Profit before income tax

Income tax expense

Cash Earnings for the year

Net Cash Earnings adjustments

Net profit attributable to owners of Westpac Banking Corporation

Deposits

Loans

Total assets

Total operating expenses to net operating income ratio

2011
$m
1,802
1,255
3,057
(1,032
96
2,121
(634)
1,487

1,487

$bn
52.2
59.6
109.9
33.89,

2010
$m
1,776
1,519
3,295
(1,038)
(123)
2,134
(620)
1,514

1,514

$bn
47.8
61.5
99.2
31.59,

2009'
$m
1,761
1,249
3,010
(1,011)
(1,516)
483
(144)
339

339

$bn
51.0
75.3
114.6
33.69,

1 The merger between Westpac and St.George Bank Limited occurred for accounting purposes on 17 November 2008. Cash Earnings of
St.George institutional businesses are included in the WIB results for the period from 18 November 2008 to 30 September 2009. The 2011 and
2010 Cash Earnings are not directly comparable to 2009 due to the additional six weeks of the St.George institutional businesses included in 2011

and 2010.

2011 v 2010

WIB Cash Earnings were $1,487 million in 2011, a decrease of $27 million or 2% compared to 2010.
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The result was driven by lower non-interest income (down 17% compared to 2010), partially offset by higher net interest income (up 1% compared
to 2010), impairment benefits of $96 million and a 1% decline in operating expenses compared to 2010.

In 2011 WIB delivered a sound result in Global Transactional Services and in FX and Commodity, Carbon and Energy trading (CCE), where
customers sought to manage their exposure to market volatility. The European sovereign debt crisis and the US debt concerns have created
significant uncertainty and contributed to softer overall markets performance, lower equities broking volumes. Hastings performance fees were also
lower. Lending and debt market activity remained subdued.

Net interest income increased by $26 million or 1% compared to 2010, primarily due to:

§ an increase in margins of 29 basis points due to increased risk pricing across the book, the early amortisation of establishment fees and
interest recoveries for impaired facilities; partially offset by

§ a decrease in lending of $1.9 billion or 3% compared to 2010, with the de-gearing of institutions particularly prevalent in the first quarter of
2011. Margin lending balances were also significantly lower for 2011; and

§ an increase in deposits of $4.4 billion or 9% compared to 2010, with transaction accounts increasing by around $1 billion and term deposits
rising by around $2.9 billion.

Non-interest income decreased by $264 million or 17% compared to 2010 driven by:

§ lower markets income from debt markets and equities; and
§ asset sales in 2010 totalling $46 million that were not repeated in 2011; partially offset by
§ an improved contribution from FX and CCE, especially in the second half of 2011.

Annual Report 2011 1()1
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Operating expenses decreased by $6 million or 1% compared to 2010 and were well contained, with efficiency initiatives which were introduced
early in the year offsetting higher project costs and annual salary increases.

Impairment benefits on loans contributed $96 million to profit before income tax in 2011 compared to an impairment charge of $123 million in 2010.
This was due to upgrades, write-backs and improvements in asset quality.

For a discussion of the results of WIB for 2010 v 2009, refer to Divisional performance 2010 v 2009 .

102

Westpac Group
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Divisional performance

St.George Banking Group

St.George Banking Group is responsible for sales and service for consumer, business and corporate customers in Australia under the St.George,
BankSA and Bank of Melbourne brands.

Consumer activities are conducted through a network of branches, third party distributors, call centres, ATMs, EFTPOS terminals and internet
banking services. Business and corporate customers (businesses with facilities typically up to $150 million) are provided with a wide range of
banking and financial products and services, including specialist advice for cash flow finance, trade finance, automotive and equipment finance,
property finance, transaction banking and treasury services. Sales and service activities for business and corporate customers are conducted by
relationship managers via business banking centres, internet and customer service centre channels. The majority of revenue from wealth products
sold to St.George customers is included in BTFG s financial results.

Performance of St.George

2011 2010 20091

$m $m $m

Net interest income 2,826 2,668 2,313
Non-interest income 543 572 589
Net operating income before operating expenses and impairment charges 3,369 3,240 2,902
Operating expenses (1,313) (1,242) (1,027)
Impairment charges on loans (389) (511) (547)
Profit before income tax 1,667 1,487 1,328
Income tax expense (500) (446) (398)
Cash Earnings for the year 1,167 1,041 930

Net Cash Earnings adjustments
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