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This report has been prepared by P&N Bank to meet its disclosure requirements under the Australian Prudential Regulation Authority (APRA)
Australian Prudential Standard (APS) 330 Capital Adequacy: Public Disclosure of Prudential Information.

These tables should be read in conjunction with the P&N regulatory balance sheet and the reconciliation between detailed capital disclosure
template and the regulatory balance sheet.

Table 2 ‘Regulatory capital instruments’ is not included as P&N Bank does not have any such facilities.

Information is prepared using 31 December 2021 data.

P&N Bank seeks to ensure that it is adequately capitalised at all times, both on a stand-alone and Group basis.

APRA applies a tiered approach to measuring P&N Bank’s capital adequacy by assessing financial strength at three levels:

Level 1, comprising of P&N Bank and its subsidiary entities that have been approved by APRA as being part of a single ‘Extended Licensed
Entity’ (ELE) for the purposes of measuring capital adequacy; and

Level 2, the consolidation of P&N Bank and all its subsidiary entities except those entities specifically excluded by APRA regulations; and

ADI Consolidated Group is P&N Group at the widest level which includes P&N Landreach Pty Ltd whose principle activities are financing
property development.

The Pinnacle Series Trust 2013 T1, The Pinnacle Series Trust 2017 T1 and The Pinnacle Series Trust 2021 T1 meet all the operational
requirements (APS 120) for regulatory capital relief and are excluded for credit risk under Prudential Standard APS 112 Capital Adequacy. For
statutory reporting purposes, all securitisation trusts are consolidated in the Group.

Unless otherwise specified, all quantitive disclosures in this report refer to the prudential assessment of P&N Bank's strength on a Level 2
basis using a statutory valuation.

Key Points

This disclosure has been prepared in accordance with the changes to APRA's capital rules (effective 1 January 2013). The Bank’s total capital
ratio was 13.83% from 30 September 2021 to 14.06% as at 31 December 2021.
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Table 1: Capital structure

APRA Common disclosure template Dec-21 Sep-21
row ref &m £m
Common Equity Tier 1 capital: instruments and reserves
1 Directly issued gualifying ordinary shares (and equivalent for mutually- _ )
owned entities) capital
2 Retained earnings 87.7 84.3
3 Accumulated other comprehensive income (and other reserves) 375.7 374.5
4 Directly issued capital subject to phase out from CET1 (only applicable to _ )
mutually-owned companies)
Ordinary share capital issued by subsidiaries and held by third parties
5 . 0.7 0.7
(amount allowed in group CET1)
6 Common Equity Tier 1 capital before regulatory adjustments 464.1 459.5
Commaon Equity Tier 1 capital : regulatory adjustments
7 Prudential valuation adjustments - -
3 Goodwill {net of related tax liability) - -
g Other intangibles other than mortgage servicing rights (net of related tax _ )
liability)
0 Deferred tax assets that rely on future profitability excluding those arising _ )
from temporary differences (net of related tax liability)
11 Cash-flow hedge reserve 1.0 (0.7)
12 Shortfall of provisions to expected losses - -
13 Securitisation gain on sale (as set out in paragraph 562 of Basel II - -
14 Gains and losses due to changes in own credit risk on fair valued liabilities - -
15 Defined benefit superannuation fund net assets - -
16 Investments in own shares (if not already netted off paid-in capital on _ )
reported balance sheet)
17 Reciprocal cross-holdings in commaon equity - -
Investments in the capital of banking, financial and insurance entities that
i3 are outside the scope of regulatory consaolidation, net of eligible short _ i
positions, where the ADI does not own more than 10% of the issued share
capital {amount above 10% threshold)
Significant investments in the ordinary shares of banking, financial and
19 insurance entities that are outside the scope of regulatory consolidation, net = -
of eligible short positions (amount above 10% threshold)
20 Mortgage service rights (amount above 10% threshold) - -
31 Deferred tax assets arizing from temporary differences (amount above 10% 10.8 11.3
threshold, net of related tax liability)
22 Amount exceeding the 15% threshold - -
23 of which: significant investments in the ordinary shares of financial entities - -
24 of which: mortgage servicing rights - -
25 of which: deferred tax assets arising from temporary differences - -
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Table 1: Capital structure (continued)

APRA Common disclosure template Dec-21 Sep-21
row ref

5 Mational specific regulatory adjustments (sum of rows 26a, 26b, 26c, 26d, 21.6 6.7
26e, 26f, 26g, 26h, 26i and 26]) : :

Z6a of which: treasury shares - -
of which: offset to dividends declared under a dividend reinvestment plan

26b (DRFP), to the extent that the dividends are used to purchase new ordinary = -
chares izzued by the ADI

26cC of which: deferred fee income - -

64 of which: equity investments in financial institutions not reported in rows 18, a.7 .7
19 and 23

26e of which: deferred tax assets not reported in rows 10, 21 and 25 - -

2a6f of which: capitalised expenszes 20.0 15.3

264 of which: investments in commercial (non-financial) entities that are 24 5.4
deducted under APRA prudential requirements . :

26h of which: covered bonds in excess of asset cover in pools - -

261 of which: undercapitalisation of a non-consolidated sub=sidiary - -

. of which: other national specific regulatory adjustments not reported in rows

26 . 0.5 0.3
26a to 261

27 Regulatory adjustments applied to Common Equity Tier 1 due to insufficient _ _
Additional Tier 1 and Tier 2 to cover deductions

28 Total regulatory adjustments to Common Equity Tier 1 43.4 37.3

| 29 Common Equity Tier 1 Capital (CET1) 420.7 4322.2 |

Additional Tier 1 Capital: instruments

30 Directly issued qualifying Additional Tier 1 instruments - -

31 of which: classified as equity under applicable accounting standards - -

32 of which: classified as liabilities under applicable accounting standards - -

33 Directly issued capital instruments subject to phase out frem Additional Tier - -
Additienal Tier 1 instruments (and CET1 instruments not included in row 5)

34 izzued by subsidiaries and held by third parties (amount allowed in group = -
AT

35 af which: instruments issused by subsidiaries subject to phass out - -

36 Additional Tier 1 Capital before regulatory adjustments - -
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Table 1: Capital structure (continued)

APRA Common disclosure template Dec-21 Sep-21
row ref £m £m
Additional Tier 1 Capital: regulatory adjustments
37 Investments in own Additional Tier 1 instruments - -
38 Reciprocal cross-holdings in Additicnal Tier 1 instruments - -
Investments in the capital of banking, financial and insurance entities that
25 are outside the scope of regulatory consolidation, net of eligible short _ )
positions, where the ADI does not own more than 10% of the issued share
capital (amount above 10% threshaold)
Significant investments in the capital of banking, financial and insurance
40 entities that are outside the scope of regulatory consolidation (net of eligible = -
short positions)
41 Mational specific regulatory adjustments (sum of rows 41a, 41b and 41c) - -
413 of which: holdings of capital instruments in group members by other group _ )
members on behalf of third parties
41b of which: investments in the capital of financial institutions that are outside _ ;
the scope of regulatory consolidations not reported in rows 39 and 40
of which: other national specific regulatory adjustments not reported in rows
41c - -
41a and 41b
47 Regulatory adjustments applied to Additional Tier 1 due to insufficient Tier 2 _ )
to cover deductions
43 Total regulatory adjustments to Additional Tier 1 capital - -
| &4 Additional Tier 1 capital (AT1) - -
[ 45 Tier 1 Capital (T1=CET1+AT1) 420.7 422.2 |
Tier 2 Capital: instruments and provisions
46 Directly issued gualifying Tier 2 instruments - -
47 Directly issued capital instruments subject to phase out from Tier 2 - -
Tier 2 instruments {and CET1 and AT1 instruments not included in rows 5 or
43 34) issued by subsidiaries and held by third parties (amount allowed in - -
group T2)
49 of which: instruments issued by subsidiaries subject to phase out - -
50 Provisions 17.0 16.0
51 Tier 2 Capital before regulatory adjustments 17.0 16.0
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Table 1: Capital structure (continued)

APRA Common disclosure template Dec-21 Sep-21
row ref £m £m
Tier 2 Capital: regulatory adjustments
52 Investments in own Tier 2 instruments - -
53 Reciprocal cross-holdings in Tier 2 instruments - -
Investments in the Tier 2 capital of banking, financial and insurance entities
a4 that are outside the scope of regulatory consolidation, net of eligible short _ )
positions, where the ADI does not own more than 10% of the issued share
capital (amount above 10% threshold)
=5 Significant investments in the Tier 2 capital of banking, financial and _ )
insurance entities that are outside the scope of regulatory consolidation, net
56 Mational specific regulatory adjustments (sum of rows 56a, 56b and 56c) - -
. of which: holdings of capital instruments in group members by other group _ )
members on behalf of third parties
s6b af which: investments in the capital of financial institutions that are outside _ )
the scope of regulatory consolidation not reported in rows 54 and 55
of which: other national specific regulatory adjustments not reported in rows
56cC = -
56a and 56b
57 Total regulatory adjustments to Tier 2 capital - -
| 58 Tier 2 capital (T2) 17.0 16.0 |
[ =9 Total capital (TC=T1+T2) 437.7 438.2 |
| &0 Total risk-weighted assets based on APRA standards 3,114.6 3,168.4 |
Capital ratios and buffers
61 Commaon Equity Tier 1 (as a percentage of risk-weighted assets) 13.5% 13.3%
G2 Tier 1 (as a percentage of risk-weighted assets) 13.5% 13.3%
63 Total capital (as a percentage of risk-weighted assets) 14.1% 13.8%
Buffer requirement {(minimum CET1 requirement of 4.5% plus
64 capital conservation buffer of 2.5% plus any countercyclical buffer 7.0% 7.0%
requirements expressed as a percentage of risk-weighted assets)
G5 of which: capital conservation buffer requirement 2.5% 2.5%
66 af which: ADI-specific countercyclical buffer reguirements 0.0% 0.0%
67 of which: G-5IB buffer requirement (not applicable) n/a n/a
3 Cun’_lmun E_r|:|U|t'!,,|r Tier 1 available to meet buffers (as a percentage 6.0 .35
of risk-weighted assets)

QUARTER END 31 December 2021




Table 1: Capital structure (continued)

APRA Common disclosure template Dec-21 Sep-21
row ref &m £m
Mational minima (if different from Basel III)
69 Mational Commaon Equity Tier 1 minimum ratio {if different from Basel 111 n/a na
70 Mational Tier 1 minimum ratio (if different from Basel III minimum) n/a n/a
71 Mational total capital minimum ratia {if different from Basel III minimum) n/a n'a

Amount below thresholds for deductions (not risk-weighted)

72
73
74
73

Mon-significant investments in the capital of other financial entities
Significant investments in the ordinary shares of financial entities
Mortgage servicing rights (net of related tax liability)

Deferred tax assets arising fram temporary differences (net of related tax

Applicable caps on the inclusion of provisions in Tier 2

76
77
73
79

Provisions eligible for inclusion in Tier 2 in respect of exposures subject to
standardised approach (prior to application of cap)

Cap on inclusion of provisions in Tier 2 under standardised approach
Provizions eligible for inclusion in Tier 2 in respect of exposures subject to
internal ratings-based approach (prior to application of cap)

Zap for inclusion of provisions in Tier 2 under internal ratings-based

Capital instruments subject to phase-out arrangements (only applicable between

1 Jan 2018 and 1 Jan 2022)

80
81
g2
a3
84

a5

Current cap on CET1 instruments subject to phase out arrangements
Amount excluded from CET1 due to cap (excess over cap after redemptions
and maturitiez

Current cap on AT1 instruments subject to phase out arrangements
Amount excluded from AT1 instruments due to cap (excess over cap after
redemptions and maturities)

Current cap on T2 instruments subject to phase out arrangements

Amount excluded from T2 due to cap (excess over cap after redemptions
and maturities)
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Table 3: Capital adequacy

Risk-weighted assets ($m)

Subject to the standardised approach

Residential mortgage 1,855.1 1,925.0
COther retail 220.4 238.6
Property finance loans 250.4 218.6
Deposits with banks and ADIs 332.4 311.0
Gowvernment = -

All other 86.0 04.4
Securitisation 1.6 1.2
Total capital requirements - credit risk 2,745.9 2,788.8
|Eapita| requirements — market risk - - |
|Eapita| requirements — operational risk 368.7 379.6 |
| Total risk-weighted assets 3,114.6 3,168.4 |
Capital adequacy ratios

Level 2 common equity tier 1 capital ratio 13.5% 13.3%
Tier 1 net tier 1 capital ratio 13.5% 13.3%
Lewvel 2 total capital ratio 14.1% 13.8%
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Table 4: Credit risk

Exposures by major type

Residential mortgages 4,718.5 4,940.7 4,829.6 4,878.4

Motes and coin 6.6 5.0 5.8 5.3

Claims (other than equity) on ADI= & overseas banks 1,043.5 953.5 995.5 934.6

Investments in premises, plant & equipment and all other fixed assets 25.8 26.8 26.3 27.3

All other assets and claims not specified elsewhere 326.6 306.1 a16.4 384.5

Off balance sheet: Commitments 832.3 825.6 829.0 308.5

Off balance sheet: Interest rate contracts 509.1 399.5 454.3 322.3

Total exposures 7,962.4 7,957.2 7,959.9 7.860.9

Exposures by portfolio subject to standardised approach

Residential mortgage 4,718.5 4,940.7 4,829.6 4,378.4

Cther retail 220.4 238.6 229.5 229.9

Froperty finance loans 330.3 310.7 320.5 306.0

Deposits with banks and ADIs 1,043.5 953.5 993.5 934.6

Government 377.2 370.3 373.8 445.6

All other 1,272.5 1,143.4 1,208.0 1,066.4

Total exposures 7,962.4 7,957.2 7,959.9 7,.860.9

General reserve for credit losses 17.0 16.0

Dec-21

Residential mortgage 22.7 10.9 1.1 - 0.1
COther retail 1.4 - 0.8 0.1 -
Property finance loans 30.7 - 10.2 0.2 0.2
Total 54.8 10.9 12.1 0.3 0.3
Sep-21

Residential mortgage 22.7 10.9 1.2 (0.1) 0.2
COther retail 1.4 - 0.7 (0.1) -
Property finance loans 30.7 - 10.2 0.3 0.2
Total 54.8 10.9 12.1 0.1 0.4
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Table 5: Securitisation exposures

Dec-21 Sep-21

Current period _ Current period .

Securitisation exposure type securitisation e securitisation Exr a Loss o
TR sale $m T sale $m

On balance sheet drawn securitisation (338.4) 130.8 -
Off balance sheet drawn securitisation 299.4 (16.3) -
Securities in the banking book (217.7) 11.7 -
Securities in the trading book - - -
Liquidity facilities - - -
Funding facilities (3.8) 1.4 -
Swap facilities - - -
Total (260.5) = 127.6 -

Securities held Secuorities held o _ S Total
Dec-21 in the banking in the trading ST i ST AT securitisation

book $m

book $m

facilities $m facilities $m £m

drawn (1) $m

On-balance sheet securitisation exposure 1,459.9 - - 15.0 - 1,425.5
Off balance sheet securitisation exposure - - - 1.4 - 448.8
Total 1,459.9 = = 16.4 = 1,874.3
iSECI.IrItIES '!EId S_E::urltles '_mld Liquidity Funding Swap facilities Tfﬂ_al _

Sep-21 in the banking in the trading oA s e s $m securitisation

book $m book $m drawn (1) $m
Cn-balance sheet =ecuritisation exposure 1,677.6 - 18.6 - 1,763.9
Off balance sheet securitisation exposure - - 1.6 - 149.4
Total 1,677.6 - - 20,2 - 1,913.3

[1] - Ezposures relate to the Bank's on and off balance sheet securitisation vehicles
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