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Today’s agenda

e The basis for outsourcing decisions

e ANZ’s path to IT effectiveness: Selected examples of our
program

e Program outcomes
— Cost
— Alignment, collaboration & teamwork
— Innovation

e Path to IT effectiveness: Outsource or Excellence?
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Technology plays a key role in ANZ’s
strategies

e Building a portfolio of stand-out businesses with
Specialise distinctive business leadership and a sustainable top 3
position that work as one ANZ

e Embracing technology to drive radical change, boost
eTransform productivity, accelerate innovation and dramatically
improve service and value

» Ensuring “best in class” performance for shareholders,

Perform customers, staff and the community

e Demonstrating strong growth momentum in core
Grow businesses and positioning ourselves in attractive new
high growth categories

e Being bold and different, a high performance culture
Breakout with a human face, technological leadership and a
strong domestic and regional strategic position
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Core & context™ has been suggested as
a basis for outsourcing decisions

Objectives Execution Control
e Extend or create e Internal
CORE competitive advantage _ In-house
Any process that — Existing markets — Strategic joint
contributes directly to — New opportunities venture
competitive advantage in
target markets

e Minimise disadvantage » External
CONTEXT — Find someone else — Qutsource
All other processes to do it for you — New venture
required to fulfill = Look to create new
commitments made to opportunities &
one or more stakeholders advantages
in the enterprise — Make a context
process core

*Source: Geoffrey Moore, The Chasm Group
www.anz.com
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Three other considerations when
making an outsourcing decision

Cost:

e Can you achieve at
or near world class
best practice?

e Can you achieve
efficient & reliable
services?

e Are you willing to
pay away a margin
to an outsource

Alignment,
collaboration &
teamwork:

e Does outsourcing

enhance alignment
with BU customers?

e What is the
partnership model
with Business Units?

vendors
Return on /
Investment | | | Margin you
15-20% pay away
Sales &
Marketing
5.804 Outsc_)urc,e > Cost of
provider’s | outsourced
cost to IT
serve
J
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Innovation:

e How will outsourcing
achieve competitive
advantage?

e What will be the
iImpact on the ability
to create innovative
IT solutions?

e How will open
architectures & new
technologies be
funded & deployed?

Em:
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IT excellence iIs dependent on strong
performance in four key areas

1998: Low satisfaction, inward focused, weak process,
complex infrastructure>™

www.anz.com

People Customers Process Infrastructure
Leadership e Lack of e |Inadequate Inflexible,
deficiencies: customer disaster complex & high
people skills, focus & recovery cost
accountabilities connection . ted environment
& management ragmente :

I Poor management 15 Australian
ayers :

_ understanding of platform data networks
High staff of business architecture e
turnover: imperatives Multiple “core
~18% e Cost & svst

6 : ystems
- Service levels schedule
Many distinct & technical only overruns Multiple
separate & poorly typical for hardware
cultures understood by large projects platforms &
businesses desktop/office

*Note: In comparison to best practice
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Key commitments we made

People

e Improve
alignment,
collaboration &
teamwork

Build an
environment
where
individuals can
excel

Develop &
retain
individuals
critical to our
SUCCEeSS

Customers

e |nstitute
customer
feedback

processes
e Meaningful

service levels

e Align with
Business
Units

e Accountability

for customer

satisfaction

e Implement
TQM
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Process

Use of
consistent
project
management
standards

Define strict
criteria for new
iInvestment in
technology
applications

Rationalise &
standardise
operational
processes

Infrastructure
Reduce costs

Rationalise,
consolidate &
automate
networks &
platforms

Position for the
future

» Reposition

existing host
systems as “back-
end” product
functions, behind
an integrated
service “front-
end”
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People: Development programs
accessible to all staff

Career & ‘One eTrain Employee ‘People Annual
Development Team’ Satisfaction Principles’ Performance
All Employees Plan & quarterly Training (measured by  recognition Plan &
reviews staff survey) & rewards quarterly
reviews
. .- Project Career Graduate/MBA
Specialist Development Management Ladders Programs
Certification
. Strategic Management &
Potential Leaders Leadership Leadership
Program

Development

TeSS Talent
Program &
Mentors

: Succession
Recognised Future Leaders Management
®

Maximises the value of individual’s contributions

e Developing & retaining individuals critical to our success
e Structured development funded & available

www.anz.com
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People: Skilled & committed

Management
tertiary

= i qualifications policy
Manﬂgeméﬁ'r :%’ :|:I.:rJa.".

r

i N Online training
courses

4

B

2

I -
.

erform grow breakout

Half yearly staff
survey with action
teams to address
) Issues raised

H g yisiF
say about

ANT now

= F

Casual dress policy
instituted

www.anz.com
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Breakout cultural
transformation
workshop

Fixed pay increases
no longer the main
strategy

pcs@home: heavily
subsidised
packages for staff
to acquire PC’s

EH!I:
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Customers: Achieving Business Unit

focus
Head of Overall management of s Service level
costomen deliver uality & people — 1
Technologies Y. q Y & peop agreements n
V place for each
eeeeee L————  Business Unit

Business Solutions Team
(Located with the business.
Delivers projects &
enhancements)

Business
Business [_| Technology

i Detailed billing to
= Business Units
i for IT services

Partnership model between
Technology & Business Units

J g Customer survey / Electronic

" T feedback process on 6 timesheet capture

,;. monthly basis. Linked to for IT project
ﬁ individuals’ performance tracking, reporting

J measures. T & billing

.
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Process: Designed to improve execution
ability
R

: i Software Engineering Institute
] -

Project in a Box Capability Maturity Model

e Enhanced project execution e Significant productivity &
capability with ‘best of breed’ quality improvements
project management tools - First Australian bank to

e Central repository of standard attain CMM level 2
performance reports & risk certification

register for all projects with open

e Bangalore, India recently
access to all users

attained level 4 certification

FTi = .

Reengineering in a Box Project management training

e Standard tools, templates & e Generic training courses tailored
process for fundamental re- with ANZ specific content & latest
design of business processes PiaB tools

N
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Process: Continuous improvement &
quality driven by “One Team”

e Ty e Key initiative driving real culture
change

e Program consists of a series of
A ‘ workshops for all staff:
— Introduction to Quality
—Team Development
— Continuous Improvement
‘ ' —One Team Refresher

— Decisions Based on Facts

— Re-engineering

e Continuous Improvement program
has resulted in $53m benefits to
date across the division

EIFH:
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Infrastructure: Rationalisation &

standardisation
Core Systems
1998: 2001
6 major
systems > a0 AN

CBS

- Simpler systems &
platforms reduce cycle times

IP network
1998 2000
Multiple data :> ARS
networks

S/

- Single IP Network
provides universal
connectivity

RN
=

Platforms
1998: 2002
8+ major % W2K
platforms :> UNIX
ilnin
MVS

- Greater ability to leverage
new technologies

- Lower hardware, software
licence fees & support costs

www.anz.com

Servers & Desktops

tools possible
- Low cost of ownership
through standard solution

r wvep J
r a4 VA7 |
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Outcomes: Cost

Significant business volume growth
absorbed as IT expenses have declined

Absorbing higher volumes over past 4 years.

Examples:

100 -

90 -

80 A

70 A

60

17% CAGR POS Transaction volume growth
22% CAGR in Mainframe online production

transactions

Installed Mainframe CPU capacity 24% CAGR

Online storage disk capacity 48% CAGR

Four-fold increase in total network traffic

between ANZ sites during 2001

Total ANZ telecommunications
spend trend

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

98 99 99 99 99 00 OO0 OO OO O1 O1 01 O1

*Using an Index = 100 as of Q4 1998, based on
annualised spend data

www.anz.com
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$ /7 MIPS

Technology™ spend: 3-year trend

1999

—

2000 2001

*Central IT costs, excluding ancillary Business Unit spend

Total Mainframe Unit Cost

RN

$/MIPS7

D,H,H

T 4500
T 4000
+ 3500
inc GST
<+ 3000

] T 2500

MIPS

<+ 2000
T 1500
T 1000

T 500

94/95 95/96 96/97 97/98

(@]

98/99 99/00 00/01 01/02

||=l Number of MIPS at Year End —— Total Cost/MIPS |
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Outcomes: Cost

External benchmarks show us at or
near global best practice iIn many areas

Global performance benchmarks

50th
percentile

i Best Practice\or better
H V.l

—

. Top 25%

Decile Distribution - Data Network Cost

ANZ

Cost per end user device
in AUD (RN1105)

www.anz.com

Cost per handset in AUD
(RN1505)

Decile Distribution - Voice Network Cost

ANZ

]
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Decile

Network Services (D
Au Server & Desktop @

NZ Server & Desktop ®
Data Centre 4

Database Services (®)

e Unit costs without

telecommunications

carrier costs

e Dataset grouped in
deciles

e Shows ANZ position
versus Database
average M

Sources: @ Compass Consulting
(2> Compass Consulting

3 Gartner 5) META

@ META
X
|
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Outcomes: Alignment, collaboration & teamwork

Flexibility to attract & retain highly
skilled staff cost effectively

Developer FTE: Increasing Monthly turnover trend

use of ANZIT (India) (post 1998 initiatives)
20% 1

100%

90% 15%

80% 10% A

70% 5% A

o ANZIT
@ Australiasian
o)
60% 0% :

Sep- Mar- Sep- Mar- Sep- Mar- Sep- Mar- _ _ I_ I_ I_
o8 09 o 00 00 - i i May-98 Feb-99 Nov-99 Aug-00 May-01

e Optimising mix of staff between IT staff satisfaction
Australia, NZ & India allows ANZ to 75% 1
pay at or above market in each 0

country & affords flexibility in
obtaining necessary skills

e Low blended cost results in high
quality & superior cost advantage
50% 1 1 L

e Lower turnover reduces training 1999 2000 2001
costs

www.anz.com

65% A

60% A

55% A
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Outcomes: Alignment, collaboration & teamwork

Business Unit service levels &
satisfaction have also improved

1000, A\verage SLA for major systems Customer Satisfaction
upt”‘ne r - E N E N N NN NN EE SN NS S NS S S S SN :E 8 7 (Out Of pOSSibIe 10)
| f
If
/ 6 -
97% : . 4 - . . . .
1999 2000 2001 Mar-99 Sep-99 Mar-00 Sep-00 Mar-01 Sep-01

Average Average Average

Severity One Problem Trend
100 7

O Severity 1 problem (Index)

80 A

60 -
40 -

20 A

0 _DDDHHHDDDHHD_

Sep-00 Oct-00 Nov-00 Dec-00 Jan-01 Feb-01 Mar-01 Apr-01 May-01 Jun-01 Jul-01 Aug-01 Sep-01 Oct-01 Nov-01 Dec-01
Using a base index = 100 as at September 2000

www.anz.com
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Outcomes: Innovation

Our technology innovation has created
revenue opportunities

JHZ.C%)( Online

PKI identrus Yuetsu
W Y54 ©cate

StaffSmart Enferprise

VIPS

Trust & Authentication

EH!I:
1
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Path to IT effectiveness: Outsource or
Excellence?

e Focusing on people, customers, process & infrastructure, we
achieved:

— Better outcomes for our Business Unit customers
— Great place to work
— High quality, more productive staff

— Simpler infrastructure - robust processes supported by a
continuous improvement focus

e We continue to actively benchmark our operations to best
practice to ensure continued IT effectiveness & review potential
selective outsourcing opportunities

%
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The material in this presentation is general background information about the Bank’s
activities current at the date of the presentation. It is information given in summary
form and does not purport to be complete. It is not intended to be relied upon as
advice to investors or potential investors and does not take into account the
investment objectives, financial situation or needs of any particular investor. These
should be considered, with or without professional advice when deciding if an
investment is appropriate.

For further information visit

Wwww.anz.com

or contact

Philip Gentry
Head of Investor Relations

ph: (613) 9273 4185 fax: (613) 9273 4091 e-mail: gentryp@anz.com
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