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Chairman’s and Group Chief
Executive Officer’s statement
THIS IS OUR THIRD CSR REPORT AND WE ARE PLEASED TO REPORT AGAIN TO OUR STAKEHOLDERS
AND THE BROADER COMMUNITY ON KEY ASPECTS OF OUR NON-FINANCIAL PERFORMANCE
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Corporate Social Responsibility (CSR)
includes the way we make business
decisions, the products and services we
offer, our efforts to achieve an open and
honest culture, the way we manage the
social, environmental and economic impacts
of our business and our relationships
with our employees, customers and other
key stakeholders. We recognise that it is
important to take a long-term view rather
than simply focusing on short-term returns.
This Report continues our disclosure
on the Group’s non-financial performance
in the key areas of governance, stakeholder
engagement, environment, customer service,
new products, community investment, and
diversity and other workplace practices.
Our goal to deliver sustainable
shareholder returns can only be achieved
through an unwavering focus on our
customers’ needs, ethical behaviour at
all levels and recognition in the community
that we are behaving as a responsible
corporate citizen.
In March 2006, our Board reviewed the
Group’s three-year CSR strategy and a CSR
policy statement. In April 2006, the top 80
leaders from across our global operations
attended a leadership summit looking at some
of the key challenges and areas of focus
to improve our business performance. The
discussion and workshop on CSR attracted
significant enthusiasm and interest from
these senior leaders. In August 2006, our
Board met with management representatives
from across the Group to discuss the
implementation of our CSR strategy by each
business and their priorities moving forward.

We have continued to invest significant
effort into our cultural change program,
which was initiated in 2004 with the
development of our Corporate Principles.
This is progressing but requires continued
focus and commitment. Further details are
provided in the People section of this Report.
We have worked hard to improve
customer satisfaction levels across the
Group. In the Australian business, we have
made progress in developing and launching
a range of new products, including products
to help address access to financial services
for disadvantaged people. In New Zealand,
we have undertaken significant work to
improve security for personal on-line banking
and to address growing customer concerns
about banking security. In the UK, we saw
the successful introduction of pension
reform following consultation with the
union Amicus, trustees and employees. In
our nabCapital business, we extended the
availability of our Resilience program, which
provides practical health and wellbeing
support for employees.
Highlights of our performance this year
are provided on the inside front cover and at
the front of each section in the Report, along
with an update on targets we set ourselves
in last year’s Report. This year we have again
outlined our planned actions at the close
of each section in the Report and we will
provide an update on our progress in the
2007 CSR Report.

In each section of the Report we talk
about actions we have taken to respond to
the expectations and interests of our various
stakeholders. We believe that we are making
steady progress in this respect. This is by no
means an easy task and we face challenges
as different stakeholders can often have
conflicting views and expectations.
This Report has been prepared to
meet the requirements of application level
A+ of the Global Reporting Initiative’s G3
Sustainability Reporting Guidelines and
reflects stakeholder feedback on our
2005 Report.
We hope that as you read our 2006
CSR Report, you will be able to see the
Group’s performance in the wider context
of the journey we are taking to build a truly
sustainable business over the long term.
We still have significant work to do to
achieve our goals. We would value your
feedback on the Report and encourage you
to do so via our website  or via email to
corporate_social_responsibility@national.
com.au.

Michael Chaney
Chairman

John Stewart
Group Chief
Executive Officer
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Our goal to deliver sustainable shareholder
returns can only be achieved through an
unwavering focus on our customers’ needs,
ethical behaviour, and doing business as a
responsible corporate citizen
John Stewart, Group Chief Executive Officer (left), and
Michael Chaney, Chairman (right) in the August CSR
workshop between Board and management.

Group profile
THE GROUP IS AN INTERNATIONAL FINANCIAL SERVICES GROUP THAT PROVIDES
A COMPREHENSIVE AND INTEGRATED RANGE OF FINANCIAL PRODUCTS AND SERVICES
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Globally, we have total assets of $485 billion
and serve around 8 million banking clients and
2.3 million wealth management customers
and policy holders. From its inception in 1858,
the National Australia Bank Limited (NAB)
has become one of Australia’s largest listed
financial services institutions.
NAB is a public limited company,
incorporated in Australia on June 23, 1893. It
is the parent and main operating company of
the Group. The Company’s headquarters is in
Melbourne, Australia. The Company operates
under the requirements of the Banking Act
1959 (Cth) and the Corporations Act 2001 (Cth).
Its fully paid ordinary shares are quoted on the
Australian Stock Exchange, the London Stock
Exchange, the New York Stock Exchange and
the New Zealand Stock Exchange.
We have operated under a regional
business model since 2004. Our three regional
businesses are located in Australia, the United
Kingdom (UK) and New Zealand. We also
have a global business – nabCapital (formerly
Institutional Markets & Services) – which has
offices in Australia, the UK, New Zealand,
the United States of America (USA) and Asia
(see Figure 1). Each of our four businesses
is structured to include customer service,

CAMERON CLYNE
Executive General Manager,
Group Development

product development and support functions.
Further detail is in our 2006 Annual Financial
Report pages 9-13 on our Group website .
We provide a broad range of financial
products and services to institutions,
corporates, business, agribusiness, small and
medium-sized business and retail customers.
These are listed in Figure 1.
Our Corporate Centre represents the
interests of investors and works with our
businesses to set performance targets and
Group policies. Its activities include strategic
development of the portfolio of businesses,
financial and risk governance, developing
and retaining talent, capital and balance
sheet management. The Corporate Centre
also helps us drive innovation and share best
practice across the organisation.
REPORT PROFILE

This Report primarily covers the operations
of the Group for the period 1 July 2005 to
30 June 2006, consistent with our reporting
in 2005. However, this year we have aligned
the reporting of our customer data to the
reporting period used in the Governance
and Management and Economic sections of
this Report and in our Concise and Annual

MICHAEL ULLMER
Group Chief
Financial Officer

MICHAEL HAMAR
Group Chief
Risk Officer

Financial reports – namely, 1 October 2005
to 30 September 2006. We are gradually
moving our annual non-financial reporting to
match the same time period as our financial
reporting – this will take a number of years.
Occasionally, we refer to developments
that occurred after the reporting period.
These references are included if they are
considered material and will be noted. This
is our third CSR Report. Our previous Report
was published in December 2005.
REPORT SCOPE AND BOUNDARIES

We are reporting on our CSR performance
in the three key geographies in which the
majority of our operations are located
– Australia, the UK and New Zealand. This
will continue to be the case in the next
few years as we work to embed and
further develop our non-financial reporting
processes and systems.
The Group has operations in Asia
associated with nabCapital and our
Australian business. nabCapital also
has operations in the USA. Data for our
operations in Asia and the USA has been
excluded from the scope of this Report,
unless otherwise noted.

JOHN STEWART
Group Chief
Executive Officer

FIGURE 1: OUR OPERATING STRUCTURE, GROUP EXECUTIVE COMMITTEE, PRODUCTS, SERVICES AND BRANDS

Our CSR strategy and agenda
PAYING ATTENTION TO BROADER ENVIRONMENTAL, SOCIAL AND ECONOMIC ISSUES
HELPS MANAGE RISKS AND IDENTIFY OPPORTUNITIES THAT ADD VALUE TO OUR BUSINESS,
SHAREHOLDERS AND THE COMMUNITIES IN WHICH WE OPERATE
In March 2006, our Board approved the
Group’s second three-year CSR strategy.
This strategy provides a framework for
the Corporate Centre and each of our
businesses to develop their own priorities
and action plans to respond to the risks and
opportunities presented by sustainability
trends and challenges.
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The CSR strategy supports the Group’s
overall business strategy to:
➤ enhance performance improvement
➤ re-invigorate our franchise and brand
➤ improve core infrastructure
➤ improve regulatory and key
stakeholder engagement
➤ accelerate cultural change around our
Corporate Principles
➤ strengthen risk and capital management
➤ leverage our capabilities for growth.
The key elements of our CSR strategy are
to improve business performance, build an
open and honest culture and engage actively
with stakeholders. This is illustrated in Figure
2. We aim to achieve this by focusing on six
key areas:
➤ governance and accountability
➤ creating a great place to work
➤ working with our supply chain
➤ managing our environmental impacts
– both direct and indirect
➤ caring for our customers and providing
them with products and services to meet
their evolving needs and expectations
➤ investing in the local communities in
which we operate.
Our primary objectives supporting this
strategy continue to be:
➤ making balanced decisions
➤ building trust amongst our employees,
customers and other key stakeholders
➤ enhancing our reputation.
Our CSR strategy builds on the solid
foundation provided by our Corporate
Principles (see inside back cover), Code of
Conduct and Compliance Standards.
To deliver on our strategy we need to
understand the direct and indirect impacts,
both positive and negative, that are created
by our operations, products and services.
We also need to be able to identify
business opportunities to meet the needs
of our employees, customers and other

stakeholders in the future.
With this in mind we are working
to integrate environmental and social
considerations into day-to-day business
decision-making and operational practices.
This will help build a customer-focused and
ethical business where we openly engage in
meaningful dialogue with our stakeholders
and lead to better decisions and improved
business performance.
We believe this will add value to our
business by reducing risk, improving our
operational efficiency, productivity, products
and customer service, as well as creating a
great place to work. Benchmarking of our
CSR performance and stakeholders feedback
show we are already making progress.
EXTERNAL COMMITMENTS

As part of our commitment to CSR we have
become signatories to, or made public
statements of commitment in support of,
key finance sector, business and advocacy
programs. The programs and initiatives we
support are as follows:
➤ Organisation for Economic Cooperation
and Development (OECD) Guidelines for
Multinational Enterprises
➤ the United Nations Environment Program
Statement for Financial Institutions
(UNEP-FI) (www.unepfi.org). Further
information on our UNEP-FI activities is
available on our Group website 
➤ the United Nations Declaration of
Human Rights
➤ the Globally Responsible Leadership
Initiative (see page 30).
We are also organisational stakeholders
of the Global Reporting Initiative (GRI),
whose G3 guidelines have been used
in the preparation of this Report.
KEY CSR CHALLENGES AND ISSUES

Through engaging with stakeholders,
tracking industry trends, monitoring risks and
benchmarking our performance across the
Group and externally, we regularly review the
key CSR challenges and issues faced by our
business and the financial services sector.
This information is then used to identify key
risks and opportunities.
Some of the key challenges and issues
on our agenda are summarised right and are
discussed in more detail throughout
our Report.

BUSINESS ETHICS AND CONDUCT

Over the past three years we have worked
very hard to change our culture so it is more
constructive, open and honest (see pages
26-27). This has resulted in APRA closing
the five cultural remediation requirements
imposed as a consequence of its report
into our foreign currency options losses
that occurred in January 2004. While there
is more to be done, our focus is firmly on
the future.
Separately, during the year, criminal
charges were brought against four traders
who formerly worked on NAB’s foreign
currency options trading desk in relation to
matters associated with the foreign currency
options trading losses. Two of those traders
pleaded guilty to the charges brought against
them; the other two traders were found
guilty by a jury after their trials; and all of
them were sentenced to imprisonment.
HUMAN RIGHTS AND
WORKPLACE PRACTICES

Offshoring (see page 44) and supply chain
management (see pages 44-47) have
become priority issues over the past couple
of years as we look at the most efficient
ways to manage our business. In this
regard, we have made a commitment to fair
international workforce standards (see our
policy on our Group website ).
Fair, equitable and non-discriminatory
work practices and good relationships with
the unions in our work places are also key
areas of focus (see pages 32-33). In our
business, we are contributing to Indigenous
and disability employment (page 31) and
working to address diversity issues such
as women in management and an ageing
workforce.
We want to attract and retain
talented individuals. In order to do this,
we are focused on addressing issues
such as leadership development and
worklife balance.
FINANCIAL EXCLUSION, POVERTY AND
CONSUMER DEBT

Financial exclusion occurs where people do
not have access to financial products and
services, and may not have the opportunity
or ability to make informed decisions about
financial matters. This is an area of shared
interest with our community stakeholders, so
we have continued to develop and expand

We will build a customerfocused and open and
honest culture by:
• living by our corporate
principles and behaviours
• complying with legislation,
relevant external standards
and internal policies

our micro-credit (see page 21), microenterprise (see pages 40-41) and financial
literacy (see page 42) programs.
We are also aware of the growing level
of consumer debt. We monitor debt levels
amongst our customers and have been
focused on educating our customers about
money management. For example, our UK
business has a call centre program to help
credit card customers manage their level
of debt.

Open
and honest
culture

FEES AND CHARGES

Improved
business
performance

Sustainable
business growth
and
improved
reputation

Active
stakeholder
engagement

CLIMATE CHANGE AND
ENVIRONMENTAL PERFORMANCE

Reducing the resource intensity and waste
produced by our business is a priority,
both to reduce our environmental impact
and to improve business efficiency. In
Australia, we have been monitoring the
development of new legislation focused on
ensuring business concentrates effort on
improvements in energy efficiency, both at
the federal and state level. Implementation of
this legislation will present some challenges
to our Australian business due to the nature
of energy use across our building portfolio.
However, we have made some significant
improvements in our energy management
that will position us well in terms of meeting
the requirements of this new legislation.
As our scientists, governments and
communities all work to reach consensus,
we are faced with the big issue of climate
change. We are working to reduce our
energy use (see page 50) and support
the uptake of renewable energy through
investment (see pages 55-56), but there is
still a lot to learn about the best ways
for a financial institution to respond to
the risks and opportunities resulting from
climate change.
At this time, the physical operations of
the NAB have not been directly impacted
by extreme weather events, changes in
weather patterns or related climate change
phenomena. However, some of our clients
have been affected by natural events such
as cyclones, floods, bushfires and droughts,
the increasing incidence and severity of
which may be linked to climate change.
Therefore, we have begun work to help us
better respond to climate change and to be
able to assist our customers in this area (see
page 54).

We will improve business performance by:
• balancing consideration for short
and long-term interests
• creating and delivering products and
services that meet the changing needs
of customers and society
• attracting and retaining a diverse, skilled
and motivated group of employees
• managing risks effectively
• lowering costs through business and
resource efficiency and minimising waste
• building and maintaining trust and support
of our customers, stakeholders and
communities in which we operate
• working with our suppliers to achieve
our policy outcomes in our operations
and delivery of products and services
• delivering on our customer charters.

We will actively engage with stakeholders
and build stakeholder relationships by:
• providing opportunities
for stakeholders to give us
their feedback
• collaborating in projects
and activities of mutual interest
• providing opportunities for
open dialogue and debate on shared
issues of interest and concern
• participating in relevant networks
and consultation processes
• being open and honest about
our performance.

FIGURE 2: OUR CSR STRATEGY AT A GLANCE

INDIRECT IMPACTS OF LENDING

Stakeholders have expressed interest in
better understanding how we manage the
potential indirect social and environmental
impacts of lending, both generally and more
specifically for project finance. This is an area
we continue to work on and on which we will
continue to have dialogue with stakeholders.

international regulatory frameworks and
standards (see page 13).
SECURITY AND ANTI-FRAUD

Security and anti-fraud measures are an area
of focus for the Group, particularly in light of
the increasing incidence and sophistication
of e-crime (see pages 13 and 43).

COMPLIANCE

OUR CSR PRIORITIES

We are operating in a complex and
constantly changing regulatory environment.
This means we must be vigilant in
understanding the implications of these
changes for our business and invest in
systems and processes to manage the
changes. In 2006, we devoted considerable
time to ensuring we comply with new

Each of our businesses has developed
priorities and action plans to deliver on our
CSR strategy. These priorities and action
plans are tailored to reflect their regional
operating environment, the expectations of
local stakeholders and the progress each
business has made to date in addressing
issues that fall under the CSR ‘umbrella’.
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In both banking and wealth management,
fees and charges continue to be an area of
concern to customers and other stakeholders.
In response to this concern, we continue
to implement initiatives that simplify our
wealth products and help financial advisers
move to a simpler fee-for-service model (see
pages 42-43). We have also reduced fees
for community organisations and financially
disadvantaged customers (see page 42).

AT A G L A N C E
Developed a CSR policy statement
Developed and implemented
a ‘fit and proper’ policy
Implemented new disclosure policy
Reviewed our insider trading policy

Governance and
management systems
GOOD GOVERNANCE IS A FUNDAMENTAL PART OF OUR BUSINESS PRACTICE SUPPORTED
BY OUR CULTURE AND OUR CORPORATE PRINCIPLES
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In recent years, we have undertaken
significant work to improve our governance
and risk management systems, as strong
governance is crucial for our success.
You can read more about our governance
practices in the Corporate Governance
Statement in our 2006 Annual Financial
Report, pages 57-65.
This section provides an overview
of our governance approach and our
management systems. It covers our
Board and its practices; governance
specific to CSR; important policies; and
how we manage risk within the Group.
The highlight box below updates some
of the planned actions that we reported
in our 2005 CSR Report. Information in
this section of the Report is reported for
the period corresponding to year end
30 September 2006.

ASX CORPORATE GOVERNANCE
COUNCIL PRINCIPLES

Under recommendation 7.2 of the ASX
Corporate Governance Council Principles
of Good Corporate Governance and Best
Practice Recommendations, the Group Chief
Executive Officer and Group Chief Financial
Officer are required to state to the Board in
writing that the certifications they give to
the Board under Recommendation 4.1
(as to the integrity of the Company’s financial
statements) are founded on a sound system

of risk management and internal
compliance and control, which implements
the policies adopted by the Board, and
that the Company’s risk management and
internal compliance and control system is
operating efficiently and effectively in all
material respects.
The statement given to the Board by the
Group Chief Executive Officer and Group
Chief Financial Officer with respect to the
Company’s financial statements for the six
months ended 31 March 2006 was qualified

CORPORATE GOVERNANCE –
A BOARD MATTER

Our Board is responsible for corporate
governance of the Company and the Group.
The skills and experience of our
directors are set out in the Report of the
Directors (see our 2006 Annual Financial
Report, pages 82-92).

Directors and management engaged in CSR workshop, August 2006

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Streamline CSR governance processes to
reflect our regional model

Each business reviewed its processes for overseeing our non-financial performance. Moving forward,
each regional business and nabCapital will include a CSR update as part of the Board’s meeting held
annually in each regional location.

Align the CSR Report with the annual
financial reporting process

We reviewed options to align our CSR reporting period (1 July – 30 June) with the financial reporting
period (1 October – 30 September). As a result, customer data included in this Report corresponds
to the financial year ending 30 September. All other key data for environment, supply chain, people
and community investment is reported to year ending 30 June. Over several years, as we are able to
automate more of our data capture, we will move more of our reporting to a 30 September year end.

Status

Board of directors

Group Executive
Committee
Regional
boards

Bank of New Zealand

United Kingdom

nabCapital
Executive
Committee
meetings
to consider
CSR issues
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United Kingdom

Executive
Committee
meetings
to consider
CSR issues

Australia

Bank of New Zealand
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Executive
Committee
meetings
to consider
CSR issues

Executive
Committee
meetings
to consider
CSR issues

OUR POLICIES AND
MANAGEMENT SYSTEMS

Technical Advisory
Committees (TACs)
and Environmental
Management Committee

CSR Teams

Regional stakeholder
engagement
FIGURE 4: NAB’S CSR GOVERNANCE FRAMEWORK

The Board regularly reviews key
elements of our non-financial performance
such as progress of our cultural change
program, occupational health and safety,
diversity and community investment.
BOARD COMMITTEES

The Board has the following committees:
➤ Risk Committee
➤ Audit Committee
➤ Nomination Committee
➤ Remuneration Committee.
The Board also establishes ad hoc
committees to consider other important
issues that arise.
Further information of the roles
and responsibilities, the composition,
membership and attendance of Board
committees and copies of committee
charters is available in our 2006 Annual
Financial Report pages 57-65 and 82-89.

CSR priorities, action plans and progress.
Throughout the Group, we have
personnel specifically dedicated to
coordinating and facilitating continuous
improvement in CSR-related performance.
Our CSR governance framework provides
for Technical Advisory Committees (TACs).
They review and develop policies and action
plans in response to specific CSR issues, as
required. This year, we had no new TACs.
Our Environmental Management Committee
is an ongoing TAC (see page 48).
Our Group Operational Risk and
Compliance Committee (GORCC) oversees
our CSR frameworks and policies. This
year, GORCC reviewed the impacts of new
Australian Commonwealth legislation on
energy efficiency. It will continue to monitor
our compliance in regard to this legislation.
GORCC may bring CSR-related risk issues to
the attention of the Group Risk Management
Committee and the Board Risk Committee
(see Figure 6, page 12).

CSR GOVERNANCE

Our CSR governance framework (see Figure
4) reflects our regional business model.
Within this framework, each business sets
the initiatives and priorities that are best
suited to improve its CSR performance
and to meet the needs of its business, the
local operating environment and its key
stakeholders. This framework ensures that
the executive committee for each business
has a clear line of sight and accountability
for CSR strategy implementation.
Over the past year, our Group Executive
Committee has considered our threeyear CSR strategy and policy statement.
Executive committees for each of our
businesses and the Group have considered
areas of our non-financial performance
such as culture, workplace practices,
leadership, diversity and the results of CSR
benchmarking activities. They have also
reviewed and approved their businesses’

Principles and behaviours
Our Corporate Principles are the basis
for the Group’s core beliefs, values and
behaviours (see inside back cover). The
Corporate Principles are reinforced by our
Code of Conduct and Compliance Standards.
Our Corporate Principles require directors,
employees and temporary workers, among
other things, to behave ethically.
Our Board has a policy to ensure it
appropriately manages conflicts of interest.
It supports the Australian Institute of
Company Directors’ code of conduct.
During 2006, the Group adopted a
revised code of conduct for financial
professionals. The code applies to John
Stewart, Group Chief Executive Officer,
Michael Ullmer, Group Chief Financial
Officer, and all employees serving in finance,
accounting, tax or investor relations roles.
We also apply codes of banking practice in
each region in which we operate.
Our reward strategy and performance
management processes (see pages 2829) reinforce our Corporate Principles and
the various codes of conduct to which
we adhere. All employees must complete
mandatory compliance training on a range
of topics, such as our Code of Conduct,
banking and trade practices, discrimination
and occupational health and safety.
Over the past two years, our Australian
wealth management business (MLC) has
been involved in an initiative of the Financial
Planning Association (FPA), to develop and
adopt a set of principles to manage conflicts
of interest for financial advisers. A set of
principles was adopted by the FPA in March
2006 and came into effect on 1 July 2006.
As a FPA member, MLC has adopted these
Principles, which include:

MANAGEMENT SYSTEMS

The Group has a range of systems to help us
manage our day-to-day business. Systems
that are key to our CSR performance are risk
management, customer service (see pages
34-43), people management (see pages 2433) and environmental management (see
pages 48-56).
RISK MANAGEMENT

MLC’s proxy voting policy
NAB, through MLC, our Australian wealth
management business, has a ‘manager of
managers’ approach to the provision of
investment products. The outcome of MLC’s
manager of managers’ investment process is
an efficiently implemented portfolio, which is
diversified across asset classes, within asset
classes and across investment managers.
This approach is based on a number of
fundamental investment beliefs, one of
which is diversification which leads to more
consistent outcomes.
MLC’s proxy voting policy for Funds
Under Management (FUM) is to access
and vote all proxies for every resolution in
respect of holdings beneficially owned by
MLC entities in companies publicly listed
in Australia (unless MLC has no discretion
to vote). MLC, through its investment
administration platform MasterKey Custom,
also votes on all proxies for every resolution
in respect to holdings beneficially owned

Effective management of risk is a key
capability for a successful financial services
provider. A key component of our risk
management strategy is a formal Risk
Appetite Statement that is reviewed and
set at least annually by the Board. The Risk
Appetite Statement sets top-down cash
earnings and return on equity (ROE) targets,
and specifies the levels of risk (in terms
of credit rating, target capital ratios and
financial volatility limits) that will be tolerated
in pursuing those returns.
During 2006, the Board’s Risk Committee
focused on improving our risk reporting and
management. This involved reviewing the
risk identification and escalation processes of
each risk committee. As part of a continuous
improvement program, the charters and
key processes of each management risk
committee were updated. A copy of the
Board Risk Committee Charter is available on
our Group website .

Board
Board Risk Committee - Board Audit Committee
Corporate governance

Our policies
Our Board and executive committees have
approved a wide range of policies that guide
our day-to-day business activities. Many of
these policies have social and environmental
dimensions, as well as economic. They are
instrumental in enabling our business to
operate in a socially responsible manner.
Further information is available on our
Group website .
In 2006, we reviewed a number of key
policies and developed some new policies
relevant to CSR. In particular, we:
➤ developed a CSR policy statement
➤ finalised our CSR procurement policy
– which replaces our environmental
procurement policy
➤ developed and implemented a new
disclosure policy
➤ reviewed and tightened our insider-trading
policy to formalise our long-standing
informal practice of preventing directors
or employees taking derivatives over
unvested performance-related securities
in the NAB
➤ developed a ‘fit and proper’ policy for our
directors, senior managers and auditors
– this policy addresses requirements of
APRA’s Prudential Standard 520. It requires

Political donations
The Group has a policy of not making
donations to political parties. This policy was
adhered to in 2006. We support bipartisan
political debate as we believe it is important
to take a balanced approach to stakeholders.
Representatives of NAB may attend party
events and functions for business reasons.
Further information on this policy is available
on our Group website .

by members of the MasterKey Custom and
HML Public Offer Superannuation Funds.
MLC exercises proxy voting rights for
domestic FUM and votes on all resolutions.
Responsibility for proxy voting on international
holdings is delegated to fund managers
selected by MLC.

Cultural climate & perimeters and risk perimeters

Group CEO

1st Line of Defence
BUSINESS LINE

FIGURE 5: LINES OF DEFENCE

2nd Line of Defence
RISK MANAGEMENT
Recognise and manage risk
Monitor and report risk

3rd Line of Defence
INTERNAL AUDIT
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Whistleblower Protection Program
Our Group-wide Whistleblower Protection
Program was implemented in 2003. It
supports our commitment to developing and
maintaining an ethical culture. If unethical
behaviour occurs, then employees can
disclose it to a protected disclosure officer
through a confidential Alert Line. Employees
can also choose to disclose directly to our
Audit Committee. Employees are urged
to report to more senior management any
issues they believe could have a material
impact on the wellbeing of our people,
Group profitability, reputation, governance
or compliance.
We do not tolerate unethical behaviour.
Nor will we tolerate anyone who takes
reprisals against whistleblowers.
Our internal audit function has reviewed
our Whistleblower Protection Program and
believes that it complies with the Australian
Standard AS 8004:2003 Whistleblower
Protection Program for Entities.

our directors, senior managers, and
auditors to be assessed for the appropriate
skills, experience and knowledge to
perform their role. They also need to
establish that they have acted with
honesty and integrity.

Integrated &
assurance management

1. separation of advice, administration and
product fees
2. financial planners will not advise on
or recommend products that have
the potential to bring the industry
into disrepute
3. no preferential remuneration between the
Australian Financial Services licensee and
its representatives
4. separate corporate governance to be
in place between a FPA principal
member and all related financial services
provider.

Board and its committees

Regional Board
(United Kingdom &
Bank of New Zealand)

RISK

Regional
board
committee

Board of Directors

Board
committee

RISK

AUDIT
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Executive risk committees
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Group Risk
Management Committee

(Chaired by Group Chief Executive Officer)

Regional
Risk Management
Committees*
*Regional risk governance
structures largely
replicate the Board
sub-committees and
executive risk committees

Group Risk
Functional Committees
Operational Risk and
Compliance
Credit Risk
Market Risk
Asset & Liability Committee
Economic Capital

FIGURE 6: GROUP RISK GOVERNANCE FRAMEWORK

The Group’s approach to risk management
is based on an overriding principle that risk
management capability must be embedded
within the businesses’ front-line teams to be
effective. This overriding principle embodies
the following concepts:
➤ all business decisions proactively
consider risk
➤ business managers use the risk
management framework which assists in
the appropriate balancing of both risk and
reward components
➤ all employees are responsible for risk
management in their day-to-day activities
➤ risk management is a core competency
for all employees.
The Group manages risk within a ‘three
lines of defence’ framework (see Figure
5, page 11). Control is exercised through
defined delegation of authority supported by
communication and escalation channels.
The first line of defence is the business units
managing the risks associated with their

activities. The second line is the dedicated
risk functions at both a Group and regional
level. These risk functions are accountable
for independent monitoring and oversight.
The third line of defence is provided by
internal audit, which independently reviews,
monitors, and tests business unit compliance
with risk policies and procedures, and which
regularly assesses the overall effectiveness
of the risk management framework.
The Group Risk Management Committee
provides the Board with assurance on the
performance of the overall risk management
framework. This committee is comprised
of key senior executives and serves as the
principal risk strategy and policy decisionmaking body within the Group.
Five sub-committees support this committee,
each with a specialised focus:
➤ Group Credit Risk Committee
➤ Group Market Risk Committee
➤ Group Operational Risk and
Compliance Committee

Group Asset and Liability Committee
Group Economic Capital Committee.
See Figure 6 for an illustration of our Risk
Management Framework, its delegations
and reporting lines.
Each of our four businesses has a
Risk Management Committee comprised
of senior regional executives. These
committees provide a leadership focus
on key risk issues from a regional and
business perspective. They are supported
by teams, which independently monitor
and systematically assess the risk profile
and support ‘front-line’ business areas in
risk management. Our Group-wide risk
management functions support the
evolution of our organisational culture and
employee behaviours.
Major risk areas monitored across the
Group include credit, interest rate, country,
market, operational and life insurance
risk. Operational risks include areas such
as computer-systems fraud, legislative
compliance, environment, business

➤
➤

AT A G L A N C E
Improved our stakeholder relationships
Piloted the AA1000 Stakeholder
Engagement Standard
Formed a new Community Advisory Committee

STAKEHOLDER ENGAGEMENT

Building diverse relationships
STAKEHOLDER ENGAGEMENT HELPS US UNDERSTAND WHAT OUR CUSTOMERS, REGULATORS, MEDIA,
EMPLOYEES AND OTHERS, INCLUDING THE COMMUNITIES IN WHICH WE OPERATE, EXPECT OF US
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Stakeholder engagement is increasingly
recognised as creating value. It contributes
to risk management, organisational
resilience, learning and innovation, and helps
identify opportunities to create products and
improve performance. We recognise that
many of the complex global and regional
issues facing companies and communities
cannot be addressed by one entity alone.
Therefore, we value the opportunity to
engage in dialogue, and sometimes to work,
with key stakeholders.
As a large, global business, we interact
with a diverse range of stakeholders.
Understanding how our business
impacts them and the dynamics of these
relationships is important to our business.
We aim to build relationships based on trust.
This section overviews our key
stakeholders, their interests and some of our
stakeholder engagement activities during
2006. The highlight box below updates
on some of the planned actions that we
reported in our 2005 CSR Report.
OUR APPROACH TO
STAKEHOLDER ENGAGEMENT

This year, we piloted the AA1000 Stakeholder
Engagement Standard as a framework
for improving our engagement with
stakeholders. We are using the draft standard
and Accountability Stakeholder Engagement
manuals to help us develop Bank of New
Zealand’s stakeholder engagement strategy
and Group CSR stakeholder engagement.
In the UK, plans for engagement with
key stakeholders are being developed. Our
2006 Relationship Index results will be a key
input into future engagement strategies (see
page 17).

Figure 7 (overleaf) overviews the key
internal and external stakeholders we
identified, our shared interests and the
mechanisms we use for communication
and engagement activities. Our stakeholder
engagement includes monitoring the quality
of relationships (see page 17).
ENGAGING WITH STAKEHOLDERS

Developing this Report
Each year, we seek stakeholder views
about our CSR Report. A wide range of
stakeholders are interested in our Report,
including our employees, industry peers,
CSR performance analysts, regulators,
government, Non-Government Organisations
(NGOs), unions, customers and shareholders.
Feedback gives us useful information
to improve the content, readability and
usefulness of the Report. The diversity of our
stakeholders’ interests presents a challenge.
This year, we again held one-onone feedback sessions with external
stakeholders. In New Zealand and Australia
we surveyed wider external stakeholders. We
also surveyed around 170 employees from
across the Group, who helped produce our
2005 Report.
Key feedback included:
➤ if possible, providing more detail on
specific outcomes
➤ presenting a balanced view of
achievements and difficulties
➤ using more diagrams, pictures,
tables and graphs
➤ providing more coverage on issues such
as offshoring/outsourcing, fees and
commissions in wealth management,
and performance targets.

We asked our external auditors to assess our
responsiveness to this feedback.
Keeping our stakeholders informed
A key focus in 2006 was to improve the
non-financial performance information
provided to our stakeholders. Over the year,
our Australian business developed three
key pieces of communication: a community
report, a report on our Australian community
investment and a brochure on how to
reduce fees (see www.nab.com.au). Our
UK business released a summary of its CSR
performance called ‘Applying our principles’.
Our Australian Community
Advisory Council
In November 2005, our Australian business
consulted with members of its External
Stakeholder Forum about the Forum’s makeup and objectives. It was restructured to
form a new Community Advisory Council
(CAC). The last meeting of the External
Stakeholder Forum was held in November
2005. The new CAC, chaired by Rev. Tim
Costello, CEO of World Vision Australia, first
met in August 2006.
The CAC is to review the performance of,
and help NAB develop, community activities
in Australia.
Working together with stakeholders
Across the Group, we worked with
stakeholders on a range of issues and will
continue to do so. Examples include:
➤ surveying Australian community groups
about the review and re-launch of our
community group transaction account
➤ dialogue with NGOs on the indirect
impacts of lending

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Finalise discussions with Amicus, our
UK financial services union, on a revised
Recognition Agreement

Revised recognition agreement negotiations ongoing.

Repeat Relationship Index Survey in
Australia, the UK and New Zealand

Survey completed in Australia and the UK. Bank of New Zealand did not conduct the survey in 2006,
but will do so in 2007. See page 17.

Status

We value the opportunity to
engage in dialogue, and sometimes
to work, with key stakeholders
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Speakers in the Total Environment Centre’s Green
Capital Debate on ‘Fuelling the Future’. NAB economist,
Jeff Oughton (far left) participated in the debate.
NAB is a sponsor of the Green Capital debate series.

Stakeholder
Area of interest and engagement
Approaches to stakeholder
communication and engagement

Monthly Board
meetings and ad
hoc workshops;
director education;
briefings by
management

Sponsorship and
staff involvement in,
and support of, local
community projects
and activities
across our global
operations
Corporate social
responsibility;
corporate
community
investment

Participation
in industry
associations
and like
organisations
Anti-money laundering;
environmental credit
risk and performance;
corporate social
responsibility
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Stakeholder
surveys;
development of
shared projects;
one-to-one
consultation and
engagement

Governance;
key risks and
opportunities;
emerging
strategic issues;
compliance

Financial
inclusion and
accessibility,
and other issues
of environmental
and social
responsibility

Boards
Local, regional
and global
communities

Biannual employee opinion
surveys and ‘pulse checks’;
Intranet, staff newsletters
and internal TV;
Employee feedback processes;
Focus groups;
Confidential alert line

Customers

OUR
STAKEHOLDER
RELATIONSHIPS

Unions

Enterprise bargaining;
workplace practices

National Press
Club sponsorship;
Disclosure Policy

Shareholders and
the investment
community
Governments

Media

Transparency
and disclosure

Product
and service
improvement;
fees and
charges; access
and inclusion;
transparency; debt

Employees
and
contractors

Industry
groups and
associations

Non-government
organisations

Customer and product
development and research;
– surveys and focus groups;
Quarterly Australian
Stakeholder Forum;
Customer reputation
measurement

Workplace policies
and practices;
Support programs
such as employee
assistance, child
care, and health
and fitness

Legislation; Parliamentary
committees; draft regulatory
proposals, especially policy
development such as antimoney laundering

Regulators

Suppliers

Return on
investment;
forward
strategies;
growth and
sustainability
of returns;
disclosure

Annual shareholder
survey; annual
general meeting;
investor
presentations;
continuous
disclosure; half
yearly and special
analyst briefings;
participation in
analysts’ surveys

Compliance;
performance
and reporting
Regular meetings
and briefing sessions
and improvements in
quality of reporting

Procurement
standards and
requirements,
environmental
and social
performance

Regular meetings
and briefing
sessions and
participation
in government
consultation
processes

Supplier surveys;
Ongoing
relationship
management
FIGURE 7: OUR INTERNAL AND EXTERNAL STAKEHOLDER RELATIONSHIPS

consulting unions on developing new
Enterprise Agreements and reviewing and
updating our Global Union Agreement
➤ participating in the AA1000 Stakeholder
Engagement Standard pilot process
➤ participating in the UNEP-FI/GRI pilot of the
finance sector indicator supplements for
sustainability reporting.
➤

Supporting national debate
on policy issues
Our sponsorship of the National Press Club
luncheon address helps provide a national
forum for discussing public issues and
policies. It helps develop active, informed
community discussion, which, in turn,
creates a platform for policy-making. Good
journalism is an essential element of good
governance in politics and business.

INDUSTRY CONSULTATION,
ENGAGEMENT AND ADVOCACY

Participating in industry and business
forums, both at a global and regional level,
is important to our business, so we can
progress discussion and action on issues of
common interest.
We are active members of a number of
industry bodies and business forums. See
our Group website .
In 2006, the Group made submissions
and representations to government,
regulators and advocacy organisations.
These included:
➤ a submission and appearance before the
Australian Parliamentary Joint Committee
on Corporations and Financial Services
Inquiry into Corporate Responsibility:
Managing risk and creating value

a submission to the Australian Treasury
regarding the proposed Investment
Protocol with New Zealand
➤ comment on the draft Energy Efficiency
Opportunities Act, regulations and
industry guidelines to the Australian
Federal Department of Industry,
Tourism and Resources
➤ a submission to the Corporations and
Markets Advisory Committee review
into CSR
➤ comment on the Global Reporting
Initiative’s G3 Sustainability
Reporting Guidelines.
The Group contributed to Australian Bankers’
Association (ABA) submissions on:
➤ Australian Government’s draft Anti-Money
Laundering legislation
➤

5.74

6.19

5.80 6.12

4.86

COMMUNICATING WITH SHAREHOLDERS

Our shareholders are an important group
of stakeholders. We have approximately
370,000 shareholders – consisting of
retail and institutional investors, as well
as custodians.
We provide information to shareholders
through a range of publications including our
Annual Reports and results presentations.
We engage with shareholders through our
Annual General Meeting (AGM). Shareholders
are encouraged to attend the AGM and ask
questions of the Chairman, Directors, senior
management and the external auditor. For
those who are unable to attend the meeting,
we provide a webcast.
Our Investor Relations team and senior
executives regularly meet with institutional
investors globally. These meetings provide
an opportunity to communicate and engage
with the investment community. Feedback
from institutional investors is sought in a
biannual survey to measure and monitor
investor confidence. This independent
third-party survey tests the perception and
opinions of analysts and other relevant
opinion leaders. Results are reported to
senior management and the Board.
In 2006, we also surveyed retail investors
— around 40% of our shareholders. This
research investigated shareholder perception
of our company and ways we can improve
shareholder communications. The results
show that most shareholders want an
easy-to-read, open and honest summary
of our financial performance, giving them
information on key areas of interest.
Eighty-three per cent of survey respondents
told us that it is important for them to know
we are actively involved in CSR. In response,
we are looking to simplify our Annual
Reports over time.

6.22
5.24

5.86

6.40

Score out of 9

4.90

5.66

Trust
AUSTRALIA

Mutuality of
control
2004

2005

Commitment

Satisfaction

2006

Source: Reproduced courtesy of mra and Edelman

6.78 6.85

7.03 6.97

6.96 7.04

Trust

Mutuality of
control

Commitment

Satisfaction

Score out of 9

6.60 6.77

UK

2005

2006

Source: Reproduced courtesy of mra and Edelman

FIGURE 8: CHANGES IN STAKEHOLDER VIEWS OF THE QUALITY OF THEIR
RELATIONSHIP WITH THE NAB IN AUSTRALIA AND THE UK

TABLE 2: HIGH-LEVEL FINDINGS FROM THE RELATIONSHIP INDEX SURVEY
AUSTRALIA

UNITED KINGDOM

NAB’s relationship and reputation among its
Australian stakeholders continued to improve
in 2006.

Key stakeholders in the UK continue to view
their relationship with the bank positively.
Improvements were recorded among regulators
and trade union representatives in 2006.

The largest overall improvement was recorded
among media stakeholders, indicating that the
initiatives since the 2005 survey to improve
dialogue with the media succeeded.

Although the bank has undergone a number of
recent organisational changes, the stakeholders
surveyed felt that they had been engaged fully in
an open manner, reinforcing their relationships.

Feedback indicates that there is some mismatch
between actual and ideal frequency of contact
with NAB across all stakeholder groups.

Feedback from media stakeholders suggests their
confidence in the UK business may have been
diminished by recent organisational changes.

MONITORING THE QUALITY OF OUR
STAKEHOLDER RELATIONSHIPS

We measure the quality of our relationships
with key external stakeholders through a
survey known as the Relationship Index
(RI). The RI, administered by consulting firm
Edelman and its research partners mra,
measures relationship quality on four key
dimensions – trust, mutuality of control,
commitment and satisfaction. It provides
both quantitative and qualitative results.
The survey feedback has helped us develop
stakeholder engagement strategies and
improve relationships. The survey seeks the
views of five stakeholder categories – media,
civil society, opinion leaders, regulators and
government.
This year, we undertook the RI for the
third consecutive year in Australia and for
the second year in the UK. Bank of New
Zealand did not undertake the RI survey in
2006. Instead, it has developed a stakeholder
engagement strategy and implementation
plan. It will undertake the RI survey again in
2007. Stakeholders from nabCapital were

included in the Australian RI survey.
Figure 8 shows the shift in stakeholder
views of their relationship with NAB in
Australia and the UK on the four key
dimensions.
High-level findings of the RI in Australia
and the UK are summarised in Table 2 above.
Further detail about our stakeholders,
approach to stakeholder engagement and
our RI results is on our Group website .
MOVING FORWARD

Planned actions for 2007 include:
➤ Bank of New Zealand continuing to
engage with community groups to
better understand accessibility issues
and barriers facing customers as part of
developing an accessibility action plan
➤ finalising Bank of New Zealand’s new
stakeholder engagement plan in late 2006.
➤ implementing an online survey for
stakeholders reading this Report
➤ reporting back on the activities of
the Community Advisory Committee
in Australia.
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Australian Securities & Investments
Commission discussion paper,
Managing Conflicts of Interest in the
Financial Services Industry
➤ Corporations and Markets Advisory
Committee reviews into corporate duties
below board level; and personal liability
for corporate fault
➤ Consultation paper released by the Hon
Chris Pearce MP, Parliamentary Secretary
to the Treasurer: Corporate and Financial
Services Regulation Review
➤ Council of Financial Regulators
Proposed Compensation Scheme
For Retail Bank Depositors
➤ Australian Government’s International
Benchmarking Review of the Australian
Tax System
➤ Australian Government’s Taskforce on
Reducing the Regulatory Burdens on
Business - Rethinking Regulation.
Further information on submissions and
representations made by our business is
available on our Group website .
➤

5.12

AT A G L A N C E
Invested a total of $20.5 million in
local communities
Improved our reporting and monitoring systems

COMMUNITY

Investing in our communities
NAB IS A GLOBAL COMPANY BUT A LOCAL RESOURCE TO THE
COMMUNITIES WHERE OUR CUSTOMERS AND EMPLOYEES LIVE AND WORK
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Investing in communities is of great
importance to NAB. We believe that both the
company and the community benefit when
we make targeted commitments to help
solve local problems and issues. In this way,
we contribute to improving the quality of
people’s lives and the environment.
This section of our Report overviews
our approach to community investment,
highlights community investment activities
we are engaged in, and provides some
case studies on our strategic Corporate
Community Investment (CCI) initiatives.
The highlight box below updates some
of the planned actions that we reported
in our 2005 CSR Report.
COMMUNITY INVESTMENT –
OUR APPROACH

In 2005, we reviewed our approach to
community investment. This review included
a stocktake of our community investment
activities including monetary donations,
community partnerships and sponsorships,
and volunteering policies. We found a
number of internal best practices among our
businesses. We benchmarked ourselves to
other companies to identify examples of
best practice.
In light of the review, our Board endorsed
five key objectives to guide our CCI. These
objectives are:
➤ build reputation – improve stakeholders’
view of the organisation

improve employee engagement
increase market share – increase
the attractiveness of doing business
with us
➤ leverage resources – use our limited
resources effectively to meet targeted
community and business needs
➤ provide private resources for public good –
this is based on a genuine desire to make
a meaningful contribution to society.
At the same time, the Board approved
a medium-term objective to increase our
community investment to 1% of pre-tax
profit. Further information on our community
investment framework can be found on our
Group website .
During 2006, each business and the
Corporate Centre reviewed the initiatives
and community associations that we were
involved in or considering. For example,
we looked at how our ‘areas of focus’ (art,
health, financial literacy, environment etc.)
for our investments fit our framework for
CCI and how it supported our objectives.
This analysis led us to end some initiatives,
to continue or change others, and to identify
some new collaboration opportunities.
As an example, nabCapital surveyed
employees about their views on the
type of activities we should support in
the communities in which it operates. In
2007, nabCapital will identify community
partnerships that mirror these priorities.
Our three regional businesses confirmed
➤
➤

the following primary areas of focus for their
CCI efforts over the next one to three years:
➤ Australia – financial exclusion, with
research to be completed to identify
other priority areas
➤ New Zealand – environmental conservation
with a focus on biodiversity and, new
for 2007, domestic violence prevention
and support
➤ United Kingdom – numeracy and financial
literacy, and health.
Other areas of focus we support in strategic,
but smaller ways are business enterprise,
community-based sport, the arts and
historic preservation.
MEASURING OUR
COMMUNITY INVESTMENT

This year, we developed a manual on how
we measure and report on our community
investment. We held training sessions on
the manual for key employees involved in
delivering and reporting on our CCI programs
and initiatives.
This standardised method for reporting
on our community investment helps us
benchmark our performance against our
peers in the financial services sector and
against leading companies in other fields.
As reported in our 2005 CSR report, our
CCI methodology is based on the Australian
Benchmarking Group (ABG) methodology.
ABG is recognised as a standard for CCI
measurement and reporting.

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Complete our CCI review and confirm future themes,
initiatives and partnerships

See ‘Community investment – our approach’ above.

Improve our systems globally for collecting data,
monitoring and reporting on our CCI activities

See ‘Measuring our community investment’ above and page 20.

Raise our employees’ awareness of Group-wide
impact of CCI

Increased internal communications and intranet site updates helped get the
message about CCI to staff.

Extend customer communications to explain our
CCI activities

A number of publications were produced to provide customers and stakeholders with
information about our CCI activities. Refer to page 14, ‘Keeping our stakeholders informed’.

Status

We believe that both the company
and the community benefit when we
make commitments to help solve
local problems and issues
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A team from Clydesdale Bank helping to clear and
renovate a garden at Drumore School, a special
needs school in Glasgow, Scotland.

TABLE 3: NAB’S 2006 TOTAL CORPORATE COMMUNITY
INVESTMENT EXPENDITURE

Total expenditure
2006 $(000)

Total expenditure
2005 $(000)

Total expenditure
2004 $(000)

Charitable gifts

3,158

*2,754

1,241

In-kind: volunteering

1,862

1,816

1,739

In-kind: foregone revenue/fees

6,256

**5,423

**2,400

Community investments

2,942

2,253

2,879

Commercial initiatives in the community

4,675

4,319

3,253

Management costs and in-kind support

1,615

1,174

1,245

20,508

17,739

12,757

0.31

0.37

0.23

Total
% of pre-tax profit***
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* The 2005 CCI investment figure includes $1.2 million related to the Boxing Day Tsunami of 2004.
** This figure does not include foregone revenue in NZ and the UK in 2004, and in the UK only in 2005.
*** This is the percentage profit from ordinary activities before income tax expense using the available profit figures as at 30 June of the reporting period. 2003 pre-tax profit of $5,628
million was used to calculate the 2004 figure. 2004 pre-tax profit of $4,741 million was used to calculate the 2005 figure. 2005 pre-tax profit of $6,539 million was used to calculate the
2006 figure. Please note that when excluding the gain on the sale of the Irish banks, the 2005 pre-tax profit figure is $5,462 million and the CCI % of pre-tax profit rises to 0.38%.

However, in addition to reporting the
standard ABG categories, we include
foregone revenue as a CCI item when
we waive fees or charges on products
or services provided to a financially
disadvantaged community segment or
a charitable entity. The reason for this,
is we believe that in waiving fees (or
paying interest on accounts that would
not otherwise receive it), we are donating
product in a similar way to a manufacturer or
retailer that supports the community through
the donation of physical products it makes
or sells.
OUR COMMUNITY INVESTMENT –
THE NUMBERS

NAB’s total CCI contribution in 2006 was
$20.5 million (see Table 3). The total figure
represents 0.31% of the Group’s pre-tax
profit. However, if we exclude the impact
of the gain on the sale of the Irish banks
as a unique 2005 pre-tax profit item, the
percentage rises to 0.38%. The breakdown
of this investment by business is shown
in Figure 9.
Figure 10 shows the distribution of
cash-related CCI by key areas of focus.
In 2006, the largest area of focus across
the Group is health and medical research
at 26.5%, followed by sport (23.8%) and
education (12.8%).
OUR COMMUNITY PARTNERSHIPS

Our community partnerships are
multi-year programs that meet the

2
3

17%
New Zealand

24%
Sport

17%
Other/
widespread
7%
Arts & Culture

10%
UK
1%
nabCapital
3%
Corporate
Centre

7%
Disadvantage/
Welfare

69%
Australia
27%
Health

13%
Education (including
financial literacy)
1%
Enterprise

5%
Environmental/
Biodiversity

FIGURE 9: CORPORATE COMMUNITY
INVESTMENT BY BUSINESS AREA

FIGURE 10: DISTRIBUTION OF CASH-RELATED
CCI BY KEY AREAS OF FOCUS 3

needs of the community and of select
non-profit organisations in a meaningful and
sustained way. In addition to funding, we
often provide expertise and infrastructure
for these programs. Through employee
volunteering, we provide resources to nonprofit organisations, and team building and
development opportunities for employees.
In the UK, our Clydesdale and Yorkshire
Banks are helping to address a community
need to improve numeracy and financial
literacy. The Office for National Statistics has
studied the issue of literacy skills gap and
the results show Britain is far behind the four
other West European countries in the study2
– Germany, Sweden, Switzerland and the

Netherlands. Across Europe, about 10% of
the population fall into the low literacy skills
category. In Britain, this figure is over 20%.
This means that approximately eight million
people in Britain are so limited in
their reading, writing and numeracy skills
that they cannot cope with the demands of
modern life.
Both our UK banks are helping to
minimise this limitation for younger
generations through two dedicated
programs:
➤ Count Me In – a childrens’ numeracy
program in 148 libraries across Scotland
and England. More than 1,200 canvas bags
of numeracy materials have been provided

Data from the International Adult Literacy Survey. Office for National Statistics. March 1998.
Cash-related CCI includes cash spends of charitable gifts, community investments and commercial initiatives in the community, and does not include the value of volunteering and
management costs.

Peter Thodey (right), CEO of Bank of New Zealand and
Chairman of the Save the Kiwi Trust with Paul ‘Scratch’
Jensen (left) holding a kiwi.

information can be found on the Save the
Kiwi website at www.savethekiwi.org.nz.
In April 2006, our Australian business
announced a substantial increase to its
micro-finance program, which supports
those who are otherwise financially excluded
in our community. This increase was made
as part of our continuing involvement in
the community-based No Interest Loan
Schemes™ (NILS), as well as the NAB and
Good Shepherd Youth and Family Service
(Good Shepherd) low-interest loan program,
called step UP.
The NILS is a 26-year community-based
micro-credit scheme initially developed by
Good Shepherd. Good Shepherd continues
to co-ordinate the program which now has
a network of over 230 community groups

around Australia. These loans allow people
on low incomes to purchase essential
household goods such as refrigerators and
washing machines. The program’s value was
highlighted in May 2006, when the Victorian
government invested $4.7 million to expand
the program. NAB will participate in the
expanded program, providing loan capital
to both existing and new NILS providers.
We have allocated $3.3 million as extra loan
capital in Victoria. NAB has also committed
to recapitalise all other Australian NILS
programs with additional capital totalling
$6.7 million.
NAB and Good Shepherd continue
to work together on the step UP loan
program — a low interest credit product
which bridges the gap between NILS and
an unsecured personal loan. In April, NAB
committed a further $2 million to help
expand the step UP loan program from its
five current pilot locations to at least five
more locations over the coming year. This
expansion will involve new community
associations including United Care Wesley
Adelaide (SA) and Mercy Care (WA).
Additionally, NAB worked in partnership
with Good Shepherd and our general
insurance provider, Allianz, to develop a low
cost insurance product for car and home
contents for customers eligible for step
UP loans. This product was announced in
late 2006.
Further information on both the step
UP loan program and the new insurance
product can be found on our Australian

TAKING COMMUNITY PARTNERSHIP TO THE HEART
In the UK, our Clydesdale and Yorkshire Banks, joined forces with the British
Heart Foundation (BHF) in January 2005. Healthy eating, heart disease and
obesity are high profile issues for British communities. Heart and circulatory
disease is the UK’s biggest killer. Almost 2.7 million people in the UK have
coronary heart disease. Obesity in adults has doubled in the last 20 years.
In 2002, more than one in five adults in England were classified as obese.
Our UK employees have taken the challenge to get involved ‘to heart’.
Since the beginning of the program, our UK banks and their employees
have raised more than £210,000.
Highlights from the past year include:
➤ pound (£1) for pound (£1) matching of funds raised by employees
on a quarterly basis. These fundraising efforts range from raffles to
rock climbs
➤ pound (£1) for pound (£1) matched funding to BHF through both banks
‘Give as You Earn’ payroll giving programs
➤ BHF branding added to Clydesdale and Yorkshire Banks’
television commercials
➤ 123 UK-based employees have completed Emergency Lifeskills
training in Leeds and Glasgow
➤ on 16 February, BHF opened its new Glasgow shop. Clydesdale Bank
gave the remaining three years of the leased premises to BHF free of
charge and donated £20,000 toward refurbishment costs
➤ Yorkshire and Clydesdale Banks were awarded the ‘Special Achievement
for a New Corporate Partner’ accolade from the British Heart Foundation
at a special ‘Heart of Business’ awards in June 2006.

A team from Yorkshire Bank supporting ‘Help a heart week’ for the British Heart Foundation.
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to date – along with story time sessions
– to teach children as young as one the
value of learning to count. This program
plans to double its reach next year.
➤ Count and Grow helps children 6-8 years
old. Our UK banks fund this program in
305 primary schools across Scotland and
England’s West Midlands. Count and Grow
aims to improve their mathematics skills
by growing potatoes. Children measure,
weigh and observe potatoes as a fun and
practical means of learning.
More information on these programs can
be found on the banks’ websites at www.
cbonline.co.uk and www.ybonline.co.uk
The Group’s longest running community
association is the Bank of New Zealand’s
15-year partnership with the Department of
Conservation – the Save the Kiwi Trust. The
Trust provides funding and resources to save
New Zealand’s national icon, the kiwi.
Programs run by Save the Kiwi offer both
staff and customers opportunities to donate
and volunteer. Also, Bank of New Zealand
provides a number of banking products that
help raise funds. This year, 135 kiwi chicks
were reared and released back into the
environment via Operation Nest Egg. This
brings the total number of birds released
since 1994 to about 700.
In November 2005, the Trust produced
1500 ‘Kiwi Forever’ kits. Approximately
700 have been distributed to date. The
kit is an educational resource produced
with the Ministry for Education that links
to the national school curriculum. Further

business website at www.nab.com.au.
Finally, as part of our overall commitment
to micro-finance in Australia, we allocated
$18 million in loan capital as part of
developing a micro-enterprise loan program.
This program will help provide credit to new
businesses that for a variety of reasons may
not be able to access mainstream banking
products.
On behalf of NAB, Boston Consulting
Group undertook a study on microenterprise. It surveyed local needs, possible
delivery approaches, and enterprise

development programs around the world.
In light of the study, the bank is developing
a pilot loan program for 2007. Further
information and a copy of the microenterprise study report can be found at
www.nab.com.au.
AN UPDATE ON VOLUNTEERING

Through volunteering, our businesses
look for innovative and flexible ways
to support and encourage employees to
‘roll up their sleeves’ and get involved in
local communities. During the year,

NAB VOLUNTEER AWARDS
Our Australian business and Volunteering Australia have worked together since 1997 to deliver the
NAB Volunteer Awards. This is an annual program that recognises, promotes and supports community
organisations that manage volunteers in an exemplary and sustainable fashion. One winner is chosen in
each state and the combined territories in each of seven categories: Art and Culture, Community Service
and Development, Education and Youth Development, Emergency and Safety, Environment and Wildlife,
Health and Wellbeing and Tourism, Sport and Recreation. An overall national winner is also selected in
each category.
More than 400 community groups have shared in $2.3 million in awards through the program. This year,
winning organisations were chosen from 1,108 community groups. They shared $350,000 in prize money.
State winners each received $7,000 and the seven national winners received an additional $3,000.
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The seven national winners in 2005 were:
➤ National Folk Festival, ACT (Art and Culture)
➤ Asylum Seeker Resource Centre, VIC (Community Service and Development)
➤ Caloundra City Libraries – Adult Literacy Program, QLD (Education and Youth Development)
➤ Benalla Unit – State Emergency Service, VIC (Emergency and Safety)
➤ Kanyana Wildlife Rehabilitation Service, VIC (Environment and Wildlife)
➤ Southern Adelaide Palliative Services, SA (Health and Wellbeing)
➤ Sport SA, SA (Sport and Recreation).

employees worldwide registered more
than 7,511 days of volunteering.
In Australia, employees may take up
to two days of paid volunteer leave a year.
To facilitate volunteering, we have an online database of community programs that
employees can use to find and register for
volunteering opportunities. Employees who
volunteer in other programs can suggest that
those programs be added to the database.
We also have a full time coordinator to
liaise with community groups, to promote
volunteering internally and to appropriately
match employees with skill-specific
opportunities. Employees are free to pursue
their own volunteering passions within
guidelines set by the business4.
At Bank of New Zealand, employee
volunteering takes place on an ad hoc basis,
with people-manager approval. Employees
are passionate about helping in their local
communities and supporting Bank of New
Zealand community collaborations.
In the UK, team challenges allow groups
of employees to accomplish particular
community projects in a single day. Other
volunteering opportunities are provided
through financial literacy and numeracy
programs including:
➤ Right to Read – a program to promote the
importance of literacy to primary school
children, aged 5 to 11 years old
➤ Numbers Partners – an initiative that aims
to promote the enjoyment of mathematics
among school children, aged 7 to 11.
Our nabCapital employees volunteer for
activities made available by our regional
businesses. For example, nabCapital
employees worked with Melbourne City
Mission to develop a sensory garden for
people with severe disabilities. In the past
year, New York City-based employees
supported the Yorkville Common Pantry,
which supplies emergency foodstuffs to
disadvantaged neighbourhoods such as
East Harlem.
COMMUNITY SPONSORSHIPS

Mr Kon Karapanagiotodis (right), CEO of the Asylum Seeker Resource Centre receiving a 2005 NAB Volunteer
Award from the NAB’s Sharyn Gordon (centre), and Sha Cordingley (left), CEO of Volunteering.

“The 2006 NAB Volunteer Awards show the community that big business is
willing to put back into community organisations, and recognises the level of
support that volunteers give to the community.”
Michael Linke, CEO of the RSPCA (ACT)
4

Some limitations exist due to occupational, health and safety and public liability constraints.

Our community sponsorships go beyond the
‘business of sponsorship’. We are interested
in being a part of events that provide a local
service and meet a need in the community.
One of the largest community
sponsorships in the Group during 2006
was the Junior Games, which were held in
Australia at the time of the Commonwealth
Games. Junior Games activities occurred
from March through to November 2005
and gave more than 20,000 children
encouragement and opportunity to
experience the thrill of participating in
Commonwealth Games events.

Another community sponsorship that we
are proud of is “Opera1”, a joint effort with
our business sponsorship of Opera North in
the UK. Running alongside an Opera North
production, Opera1 allows students in Years
8 to13 to attend a 1-day workshop aimed at
introducing them to the music and drama of
opera. Working with a professional singer,
a director and repetiteur, students gain
familiarity with the plot of the current opera
production and the main characters. Post
the workshop, each participant then receives
a ticket to the performance. Workshops,
usually attract 25-30 students and have
visited schools in the Nottingham and
Northern England regions.
In New Zealand, we also support the
arts. Bank of New Zealand has had a longstanding sponsorship arrangement with four
of the country’s well-known theatres. Again,
these sponsorships go beyond the business
of advertising and branding for the bank
and help keep the performing arts alive and
flourishing. Bank of New Zealand supports
the Centrepoint Theatre in Palmerston
North, the Downstage Theatre in Wellington,
the Court Theatre in Christchurch and the
Fortune Theatre in Dunedin.
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CHARITABLE GIVING

We help address community and
environmental issues through dedicated
and leveraged relationships with non-profits.
However, there are times when a standalone or one time charitable gift can make
a big difference. In March 2006, a northern
part of coastal Queensland was significantly
impacted by Cyclone Larry. Our Australian
business donated $250,000 to the cyclone
appeal and a further $174,0005 to local
organisations who lost vital community
resources. Over $1.1 million in public
donations were taken through our branch
network for the appeal.
In 2006, the Yorkshire Bank’s Yorkshire
Charitable Trust (www.ybonline.co.uk) gave
more than £160,000 to the community in
small grants. The policy of the Trustees has
been to focus these grants in areas including
youth work, support for the mentally and
physically challenged, counselling and
community work in disadvantaged areas and
some support for the arts and education.
The People and Community Trust
operated by our Australian wealth
management business (MLC), continues
to provide grants to charities that are
supported by employees through their
individual volunteering.

5

MOVING FORWARD

Planned actions for 2007 include:
➤ further dedicating resources and improving
our systems for collecting data, monitoring
and reporting our CCI activities
➤ enhancing communications about our CCI
efforts to both employees and the wider
stakeholder community
➤ continuing to move toward our goal of
spending 1% of pre-tax profit on CCI
➤ research to identify further priority areas
for CCI in Australia.

Sabrina Schur from Avondale Primary School
participates in a relay at the National Junior Games
in Homebush, Sydney.

This donation of $174,000 was made in September 2006, which is outside the 2006 reporting period for CCI, year end 30 June 2006. Therefore, this figure is not included in our CCI
expenditure total.

AT A G L A N C E
Global union conference held in Glasgow
New collective agreements signed in all regions
Reduced Lost Time Injury Frequency Rate (LTIFR)
across the Group
Awarded ‘Two Tick’ disability user status in UK
OUR PEOPLE

Developing our people
and culture
DEVELOPING OUR PEOPLE AND TRANSFORMING OUR CULTURE REMAIN
KEY PRIORITIES INTEGRAL TO OUR STRATEGY FOR GROWTH
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Happy, talented and skilled people enable
us to develop great relationships with our
customers and other stakeholders. They
are the foundation of our business success.
Cultural change remains an ongoing
high priority – driven by our Corporate
Principles, which we aim to place
at the heart of everything we do. In
2006, a major focus of our ongoing
cultural transformation was to foster
an environment where our people can
succeed. We also made considerable
progress in building our people’s
understanding of the link between culture
and business strategy.
The following section profiles our
people for 2006 and overviews our people
management approach. The highlight box
below updates on some of the planned
actions that we reported in our 2005 CSR
Report.
OUR PEOPLE – THE FACTS

Our workforce reflects the size and global
nature of our business, in being both large
and diverse.

Figures 11 (right), 12, 13 and 14
(page 26), along with Table 4 (page 26)
represent our workforce profile. At 30
June 2006, we employed 39,128 full-time
equivalent employees (FTEs) across the
Group. This is a 0.4% decrease in FTEs
since 30 June 2005 and is primarily due
to restructuring activities, particularly in
Australia and the UK and the sale of the
Group’s MLC Asia business. For further
information refer to page 13 in our 2006
Annual Financial Report. In 2006, there
were 1,747 redundancies across the
Group from 1 July 2005 to 30 June 2006.
Of our total workforce, 62% is female.
Figure 12 (see page 26) shows percentage
of women in middle management, senior
management and executive roles. The
number of women in senior management
positions has decreased slightly from
21% in 2005 to 20% in 2006. However,
the number of women on the Board has
increased from one in 2005 to two in
2006. The percentage of FTEs who are
permanent employees remained the same
in 2006, compared to 2005, constituting

12%
Permanent
part-time
6%
Casuals/Temps
1%
Contractors

81%
Permanent
full-time

6

These figures cover our entire global operations,
including the US and Asia.

FIGURE 11: THE NAB’S WORKFORCE BY
EMPLOYMENT TYPE (AS AT 30 JUNE 2006) 6

93% of our workforce. The percentage
of casual or temporary employees and
contractors has also remained constant
from 2005 to 2006 at 7% of our workforce.

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Place greater emphasis on improving organisational
leadership capability

Leadership capability has been a focus across our business. See pages 29-30.

Continue our program of cultural transformation and report
on the work of the Cultural Transformation Program Office

Made further developments in our cultural transformation activities across the Group.
See pages 27-28.

Continue our focus on improving health and safety outcomes
through increased awareness and prevention strategies

Lost Time Injury Frequency Rate (LTFIR) decreased across the Group. See page 32.

Implement a global learning management system (UK, NZ)

System has been implemented in NZ and is scheduled for completion in UK by
April 2007. See page 29.

Further implementation of our diversity strategy

Diversity initiatives implemented. See pages 30-31.

Hold annual meeting of senior representatives of all relevant
global unions and the Group.

Global Union conference held in June. See page 33.

Status

We are working to create a workplace
that supports and fosters diversity,
excellence, honesty and integrity
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‘Closing the gap’ focus groups held in our UK
business in 2006, as part of the ‘glass ceiling’
initiative to identify potential barriers and solutions
to women’s advancement in the workplace.

TABLE 4: GENERAL WORKFORCE STATISTICS (AS AT 30 JUNE 2006)

Global indicator

New hires

Australia

*

2005

2006

2005

2006

2005

3,145

3,612

1,624

1,754

1,466

763

191

92

11

28

3

11

660

223

126

34

NA

11,448

No. of graduate recruits**
##

Maternity and paternity leave (weeks taken)
(paid and unpaid)^^

32,947

^^^

NA

NA

***

9,452

4,171

***

***

NA

63,210

***

Annual leave (days taken)

375,697

295,905

***

Sick leave (days taken)

123,759

170,252

119,379

146,134

22,987

47%

52%

NA

***

***

NA

72%

1%

1%

NA

***

***

NA

3%

23%

18%

24.5%

***

NA

24.8%

954

886

707

60

Percentage of eligible employees doing overtime
Overtime worked as a % of standard hours
Average employee turnover
Number of full time/part time transitions

26

New Zealand

2006
##

Career breaks taken (exc. NZ)

UK

##

###

424

NA
NA

79,524
22,427
#

28.6%
3.1%

^

28.8%
291

*

New Hires into the Group. This figure does not include those employees that were previously with the Group and that were re-hired, promoted or changed status
eg. casual to permanent.

**

Graduate recruits figure does not include graduates who may have applied for job vacancies not classified specifically as graduate roles or roles not part of a graduate program.
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***

NA: system constraints – information not gathered or recorded centrally, therefore not currently available.

^

The Bank of New Zealand turnover figure for 2005 has been re-stated to match the turnover definition used for Australia and the UK. Turnover includes resignations, retrenchments,
retirements and dismissals.

^^

This indicator reports unpaid and paid maternity and paternity leave in New Zealand; unpaid and paid maternity leave in Australia; and unpaid and paid maternity leave in the UK.

^^^

Data not reported for 2005 as not comparable to 2006 due to change in definitions.

#

The percentage of overtime worked in New Zealand in 2005 was calculated as percentage of total New Zealand workforce. In 2006, it was calculated as a percentage of eligible
employees who did overtime.

##

Not including wealth management employees in Australia due to system constraints.

###

Not including nabCapital UK due to system constraints.

17%
> 4 to 8 weeks

14%
20%
34%
74%

Board
Senior Management
Management
Non-management

86%
80%
66%
26%

4%
> or equal
to 8 weeks

79%
< or equal
to 4 weeks
9

7

These figures cover our entire global operations, including the US and Asia.

FIGURE 12: WORKFORCE BREAKDOWN BY GENDER AND
MANAGEMENT LEVEL (AS AT 30 JUNE 2006) 7

These figures include our operations in Australia,
New Zealand, US and Asia and exclude UK.

FIGURE 14: ANNUAL LEAVE ACCUMULATED
(EXCL. UK) AS AT 30 JUNE 2006 9

CULTURAL CHANGE AND
PEOPLE MANAGEMENT

Female

7%

Male

<25

4%

25 – 34

19%
20%

35 – 44

13%
12%
7%

45 – 54

13%
4%
8

Age group

>55

2%

These figures cover our entire global operations, including the US and Asia.

FIGURE 13: PERCENTAGE OF TOTAL WORKFORCE BY
AGE & GENDER (AS AT 30 JUNE 2006) 8

Transforming our culture remains a key
priority, with our Corporate Principles at the
heart of how we do business. All parts of
the business see cultural transformation
as integral to delivering on our strategy, to
reducing risk and as a top business priority.
Involving our people in building the right
type of culture for the organisation has been
pivotal to this process from the outset.
A major driver for our strategy is to have
a compelling vision that our people can
commit to and believe in.
In 2006, we continued to focus on
organisational culture development. We
simplified our policies and practices to help
ensure that change is both embedded and
effective.

To reinforce a healthy NAB culture,
people leaders have been provided with
practical training, frameworks and tools to
diagnose and remove cultural barriers. This
is an important step towards making our
culture more constructive.
New programs have been specifically
developed to target capability needs in areas
such as coaching and personal awareness
linked to organisational effectiveness.
These include:
➤ an ‘At Peak’ program for building skills
and enabling personal transformation in
Australia and the Corporate Centre
➤ coaching programs for frontline banking
employees and mentoring programs for
junior people leaders in the UK
➤ a motivational leadership program and a
coaching program in Bank of New Zealand.

important role our middle managers play.
This has held people back from achieving
their full potential. Therefore, we are now
clarifying roles and responsibilities for middle
managers across the Group and focusing on
developing their capability.
Table 5 shows the number of middle
managers who took part in capability building
programs between March and July 2006.
MONITORING AND MEASURING
OUR PROGRESS

Every year we survey our people about what
it is like to work at NAB. This year, we took a
much deeper look at our culture with more
than 13,000 people participating in a Groupwide survey. This feedback has provided us
with a clearer sense of how close we are to
where we want to be. Surveys are important
tools for tracking our cultural progress, with

Historically, we have not appreciated the

CULTURAL TRANSFORMATION
IN PROGRESS

In 2006, we made considerable progress
in building an understanding of the link
between culture and good business
performance. This year, all of the cultural
remediation requirements imposed by APRA
in 2004 were closed.
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TABLE 5: MIDDLE MANAGEMENT CAPABILITY PROGRAMS

Type of initiative

Participants March – July 2006

Inventory and realigning existing learning programs

456

Pilots of new leadership and personal transformation programs

415

Building culture and change capability, including:
➤ Management capability workshops
➤ Cultural change upskilling workshops
➤ Development of regional leadership models

430
1,069
167

Total participants

2,537

June 2006
% Agree
Vision and purpose
People in our organisation share a common vision of our future

% change from 2005 to 2006
in employee responses

15%

I am excited about my part in the future of our organisation

74%
74%

Leadership
Senior leaders are taking the right actions now to position
us for long-term success

77%

The behaviour of my manager/people leader is consistent with
our organisation’s Corporate Principles

84%

Customer
I am encouraged to take the initiative and suggest improvements
to better serve our customers

84%

-6%

I am encouraged to look at things from our customer’s perspective
in my day-to-day work

82%

-6%

51%
67%

-8%

Efficiency
The work processes we have in place allow me to be
as productive as possible
Our organisation’s policies are clear and easy to understand
Safety and compliance
I understand how to raise concerns over compliance standards
I would feel safe in raising a breach of compliance or ethical standards

82%
80%

Compliance is an important mechanism in ensuring our
business operates effectively

95%

10

8%
5%

1%

The EOS results show we are making progress. In particular, there has been a significant improvement in creating and communicating a common vision, and employees tell us they
are excited about their part in it. Scores relating to the customer, however, while still comparatively high, have fallen, and our work processes are increasingly perceived as unhelpful
(see Figure 15, page 27). Both these outcomes may reflect heightened employee expectations given the extent of leadership attention directed to identifying issues hampering the
provision of better customer service.

FIGURE 15: EMPLOYEE OPINION SURVEY GROUP-WIDE TRENDS 10
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In line with our new regional business
model, this year each business has
full responsibility for developing and
implementing its cultural strategies. Our
Cultural Transformation Office (CTO) supports
this, sets the standards, and provides an
integrated view of cultural progress at a
Group level. Through governance and advice,
the CTO works with each business to build
and maintain a healthy and high performing
culture. This enables our businesses to
deliver on the business strategy and to
sustain performance. A significant part of
the CTO’s role is to set robust cultural goals
and to monitor and report back to the Group
Executive Committee. The CTO also provides
feedback on cultural progress to the Board
and regulatory bodies.
All our businesses are striving to build
a ‘constructive culture’ – one in which people
work together to achieve performance
growth and work quality, with honest and
open communication. While there is more
to be done, our focus is now firmly on
the future.

$1,106

REMUNERATION OF
SENIOR EXECUTIVES

LEARNING AND DEVELOPMENT

Investing in our people is critical to the
success of our business. Developing our
people’s skills and knowledge enables us to
deliver superior services to our customers.
We continue to support the learning and
development needs of our people. Over the
last 12 months we have spent considerable
time re-assessing training strategies and
priorities aimed at ensuring that learning
provided reflects the needs of both
employees and the business.

11

$1,004

$950 $943

$987

LEARNING CAMPUS
Since introducing our central online learning
management system, Learning Campus, in
March 2005, it has become an integral part of
our learning and development architecture.
To date Learning Campus has served the
compliance and role-based learning needs of
more than 32,000 people in Australia and New
Zealand. Learning Campus will meet the on-line
training needs of all our staff following roll out in
the UK which commenced in September 2006.
Since its deployment the number of registrations
on Learning Campus has reached almost one
million. Learning campus offers our people over
1300 different courses.
With ongoing improvements, including
interactive e-learning content, simplified
navigation and reporting and analysis tools, the
Learning Campus is enabling us to transform the
learning experience for our employees.
The system enables us to report on
compliance learning on an individual, team,
state and regional basis.

$1,078
$922

Group
average*

Australia

2006

UK

New Zealand

2005

* The Group average figure covers our global operations,
including US and Asia.

FIGURE 17: AVERAGE TRAINING AND
DEVELOPMENT SPEND PER FTE

Our combined training and development
spend across the Group and by region is
shown in Figure 17.
Overall, training and development spend
has decreased as a result of changes to
learning delivery in the UK and New Zealand.
In New Zealand, savings were made as a
result of the introduction of the online learning
campus. In the UK, our decreased spend is a
result of more focused training expenditure on
priority and business goals.
As previously mentioned, all employees
have IDPs which are integrated with learning
and development programs into our online
learning environment – Learning Campus
– which will be available globally in
September 2006 11.
LEADERSHIP DEVELOPMENT

Leadership development is a priority focus
for our business. To sustain and grow our
business, we are investing in the development

BRINGING LEADERSHIP DEVELOPMENT AND
DIVERSITY TOGETHER – “WELCOME TO COUNTRY”
Welcome to Country is a personal awareness and social education program primarily aimed at our people
leaders. It can help our people gain insights into how the experiences and history of different groups of people
can lead to different perspectives, values and capabilities. It does this by exposing the participants to leaders
and members of Indigenous communities in rural Australia, allowing them to hear their stories, ask questions
and gain a deeper understanding that could
not be obtained from reading or participation
in more conventional training. Twenty-one
people completed the program in 2006, with
an increased participation target set for 2007.
While the insights gained are specific to
Indigenous populations, and help participants
in dealing with Indigenous colleagues and
customers, the program also offers the ability
to see the world through another’s eyes.
The experience has a positive impact in
building both empathy and awareness
of others and self – attributes which are
required for successful management and
service excellence.
Kelley McLendon (centre), NAB, with Brett Clarke (left) and
For more information see:
Robbie Bundle (right), from the Tarerer-Gunditj people, during
the Welcome to Country Program in May 2006.
www.welcometocountry.com.au

Roll-out in the UK commenced in September 2006 and will be fully completed in April 2007.
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The Group’s remuneration philosophy for
senior executives is to reward high levels
of sustained performance and contribution
through pay-for-performance. Performance
is managed on the same basis as for other
employees (see performance management
description opposite on page 28) with
individual scorecards and quality gates. Senior
executive remuneration comprises fixed
components and variable, at risk short-term
and long-term incentive components.
Short-term incentive payments are based
on achievement of agreed performancebased criteria, which include non-financial
and financial objectives. Non-financial
objectives typically involve implementation
of new initiatives and the monitoring and
development of key projects. Many are related
to CSR, such as the development of new
disability and health and safety programs,
the success of cultural change initiatives,
results from Employee Opinion Surveys, and
leadership development programs.
Long-term incentive components are
designed to ensure that senior managers
maintain a long-term focus when setting our
strategic direction, by linking executive reward
outcomes to those experienced by other
shareholders. Long-term incentives do not
deliver any financial benefits to employees
unless performance hurdles are achieved.
The Board reviews performance and
sets the remuneration packages for our
executive directors after recommendations
from the Board’s Remuneration Committee.
This includes consideration of the role and
structure of the different reward components
in helping to drive appropriate management
behaviours and embedding cultural change.
The Group Chief Executive Officer reviews
the performance of the senior executive team
with the Board’s Remuneration Committee.
More information is in the Remuneration
Report in our 2006 Annual Financial Report on
pages 66-81 on our Group website .

$954

$ per FTE

and leadership people who demonstrate
service behaviours and consistently live
the brand values.
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of our current and future leaders. Our
leadership development philosophy is
built on the understanding that successful
organisations do not wait for leaders to
appear, but they identify leadership potential
early and develop these individuals.
Commitment to fostering leadership
capabilities was reinforced at our Group
leadership summit in Hong Kong in April 2006.
Senior management identified leadership
development as a top
business imperative.
Our approach to leadership is consistent
across the Group, with our businesses
offering broadly similar leadership initiatives
based on two key programs: Leadership
Essentials and Leadership Journey. Our
businesses offer a range of additional tailored
leadership development programs. For
example:
➤ Australia provides an Enhanced Leadership
Program and executive coaching
➤ Bank of New Zealand is piloting a 360degree feedback tool – Management
Effectiveness Profiling System, which
measures leadership effectiveness below
executive level
➤ UK offers a Manager Basics and Branch
Development Program.
Also, we were one of the principal
sponsors of the Australian Future Directions
Forum (AFDF), held in February 2006. AFDF
is a not-for-profit organisation established
to facilitate constructive discussion about
Australia’s future challenges and to build
relationships between the next generation
of Australian leaders. The Prime Minister of
Australia is the Forum’s patron. The AFDF
held its first meeting of Australia’s next
generation of leaders in February 2006 –
see the AFDF website: www.afdf.net.au
In 2006, we became members of the
Globally Responsible Leadership Initiative
(GRLI) in recognition of the need to
proactively engage NAB people leaders at
various stages of their development in the
issues of global social responsibility. GRLI is a
collaboration between business and business
schools committed to developing the next
generation of globally responsible leaders
— see www.efmd.org
DIVERSITY

Our diversity strategies reflect the needs of
our geographically diverse businesses and
are designed to address multiple diversity
issues. In 2006, our regional analysis and
research identified key diversity issues that
are common across our businesses.
For example, gender imbalance in
management, and loss of both young and
mature employees.
In Australia, we are focusing on coaching
and mentoring pre-management women
to move into management and senior
management, improving flexible working

DIVERSITY AND EQUALITY IN THE WORKPLACE
Chris Baillie recently joined the NAB’s graduate trainee
program as a graduate programmer in technology banking
in the head office of our Australian business. Chris is vision
impaired. Usability Services provides him with specialist
‘JAWS’ technology software (Job Access With Speech),
which scans his computer screen and reads to him
through headphones.
His employment was assured through his
qualifications, enthusiasm, commitment and performance
throughout the recruitment process. This reflects our
merit-based recruitment and promotion policy and our
Corporate Principles.

“Working in a field of my choice for a company that not only accepts
my disability but goes out of its way to integrate me – as well as Flint,
my guide dog – is just great”.
Chris Baillie, Graduate Programmer, Technology Banking, NAB Australia.

policies, diversity awareness and capability
training. nabCapital is helping those on career
or parental leave breaks to stay in contact and
facilitate their re-entry into the workforce.
nabCapital has identified health and wellbeing and gender issues as priorities. The
Bank of New Zealand implemented the first
stage of its diversity strategy and is focusing
on next steps.
Our UK business is focusing on family
friendly workplace initiatives, removing the
‘glass ceiling’ (which restricts women in
management), and attracting and supporting
employees with disabilities. They have also
introduced diversity training and an action
plan to further improve the uptake of flexible
working practices, numbers of women

and ethnic minorities in management, and
multicultural marketing initiatives. Diversity
initiatives in 2007 for the UK will include
the introduction of childcare vouchers for
employees with children up to the age of 15
and a review of current maternity, paternity
and adoption leave policies. Flexible working
task forces will be created to encourage
and facilitate the concept of flexible working
across the business.
Further information about specific
initiatives is on our Group website .
INDIGENOUS EMPLOYMENT

As part of our commitment to improving
the employment prospects of Aboriginal
and Torres Strait Islander people, we have

UK BUSINESS BECOMES ‘TWO TICK’ DISABILITY USER
Following an initial suggestion by the UK union Amicus, Jobcentre Plus recently invited
our UK business to become a ‘Two Tick’ disability symbol user. The disability symbol is
recognition given by Jobcentre Plus to employers who have agreed to take action to meet
five commitments regarding the employment, retention, training and career development of
employees with a disability. Use of the symbol, demonstrates our commitment to the employment of people
with disabilities. It also shows existing employees that we value their contribution and will treat them fairly
should they become disabled.
The five commitments are to:
interview all disabled applicants who meet the minimum criteria for a job vacancy and consider them on
their abilities
➤ ensure there is a mechanism in place to discuss, at any time but at least once a year with disabled
employees what they can do to makes sure they can develop and use their abilities
➤ make every effort when employees become disabled to make sure they stay in employment
➤ take action to ensure that all employees develop the appropriate level of disability awareness needed to
make the commitments work
➤ review the five commitments annually and to plan ways to improve on them.
➤

Before the symbol can be awarded, the first commitment must be met in full.
The remaining commitments can be met throughout the year and all five are then reviewed annually by
Jobcentre Plus. The symbol is displayed on all job advertisements (internal and external), application forms
and recruitment literature.
Achieving ‘Two Tick’ disability user status was one of the main milestones in the diversity strategy of our
UK business.

DISABILITY EMPLOYMENT

In 1997, we became the first public listed
company to lodge a Disability Action Plan
with the Australian Human Rights and Equal
Opportunity Commission under the Disability
Discrimination Act 1992 (Cth). We seek to
provide equal opportunity in employment and
a diverse working environment throughout
the Group.
In Australia, we have a collaborative
relationship with Disability Works Australia to
help us attract, select and retain employees
with a disability. This relationship is the
foundation of our Disability Employment
Program (DEP). A recruitment team and
a diversity specialist continually examine
existing policies, programs and practices to
support the DEP.
During 2006, our UK business became
an accredited member of the ‘Two Tick’
disability symbol user scheme. By using
the symbol, we demonstrate to potential
applicants that we recognise their abilities
not their disabilities. Achieving ‘Two Tick’
disability user status was one of the
milestones in the UK’s diversity strategy.
SAFETY IN THE WORKPLACE

Across the Group, we focus on a
preventative approach to Health and Safety
(H&S), aiming to provide a safe, secure and
fulfilling workplace. We are focused on
moving beyond compliance to looking after
the well-being of our employees.
Our health and safety
management systems
Group-wide, we focus on a number of areas
12

for action and continuous improvement:
➤ leadership commitment
➤ effective risk and hazard management
and compliance
➤ connecting with our people consultation, communication and
engagement of employees
➤ increased knowledge, skills and
capacity to act in accordance with
policies and procedures
➤ employee well-being initiatives.
The requirements for occupational health
and safety vary slightly in each country in
which we operate. Each regional business
has a H&S strategy and systems to ensure
we continue to meet regulatory requirements
and our H&S objectives.
In Australia, NAB is a workers
compensation self-insurer in all states and
territories. In the last year, after successful
regulatory audits, our self-insurer status
was approved for the maximum period in
each state and territory. In New Zealand, we
continue to have full self-cover status in the
Accident Compensation Corporation (ACC)
Partnership Program. In the UK, we continue
to ensure our H&S system complies with
HSE Guidance Note Document HSG(65)
‘Successful Health and Safety Management’.
Each of our businesses operates at least
one H&S committee that meets regularly
to consider H&S matters and to provide
a consultation forum for discussion and
resolution of workplace, H&S and
well-being issues. The committees represent
all of our employees on H&S matters. In
Australia and New Zealand, collective
agreements specifically refer to occupational
health and safety. In Australia, the EA
commits both NAB and the FSU to the
development and maintenance of a safe
and healthy work environment and to the
wellbeing of employees. In New Zealand, in
addition to the provisions in the collective
agreement, H&S requirements are set out
in the Health and Safety in Employment Act
1992. In the UK, there is a H&S Agreement
with the union and the H&S Committee
meets regularly with the union.
H&S reports are provided to the Board,
Group Executive Committee and our regional
business executive committees on at least
a quarterly basis. H&S reports provide
information on six key areas:
➤ Governance and regulation – update on
significant legislative changes that may
impact the relevant business and actions
to address them
➤ H&S audit outcomes, exceptions and
corrective actions – update on health
and safety management system audit
results, improvement areas and corrective
action plans

Lost-Time Injury Frequency Rate is lost-time injuries resulting in one day/shift or more off work per 1,000,000 hours worked.

Notifiable, reportable and serious harm
incidents – update on workplace incidents
or injuries that we must report
to regulators
➤ Prosecution, prohibition or improvement
notices – update on any notices issued
for alleged breaches of H&S legislation
➤ Strategy and initiatives — update on
any H&S and well-being strategies
implemented, or proposed to be
implemented, to improve the health, safety
and well-being of employees
➤ Performance measures and claims data
– update on H&S performance measures
and claims.
➤

H&S management systems are audited
annually to ensure compliance with relevant
legislation and standards. Audits are
conducted by our internal audit function
and independent external auditors. Also, in
Australia, our H&S system is regularly audited
by state and territory regulatory authorities.
In New Zealand each year, the ACC
audits three random sites. In the UK, external
audits occur examining policy, knowledge,
risk assessment and physical environment in
the workplace.
The total number of H&S system
audits across the Group is shown in Table 1,
page 13.
OUR HEALTH AND
SAFETY PERFORMANCE

H&S performance is monitored through
our H&S incident and injury reporting and
management system. A key performance
indicator is Lost-Time Injury Frequency Rate
(LTIFR)12. LTIFR varies between regions and
is in part due to differing legislative reporting
requirements for injuries. In Australia, losttime injuries (LTIs) are recorded as soon
as an employee misses one whole day of
work. In New Zealand, an employee must
be away from work for a period of five
days before one LTI is recorded. In the UK,
an LTI is recorded for each day away from
work. However, because of the different
compensation system in the UK, which
requires employees to use common law
litigation to make a claim for compensation,
employees tend to use their sick leave
rather than make a claim. This means that
the number of recorded LTIs is much lower
than actual. In the UK, certain injury types,
such as stress, are not reportable
under legislation.
The most common injuries across the
Group relate to our workplace environment.
They are sprains and strains (caused mainly
by manual handling activities and ergonomic
factors) and injuries caused by slips, trips
and falls due to uneven floor surfaces, stairs
and worn carpets. Programs are in place

31
PEOPLE

and Torres Strait Islander people, we have
agreed with the Commonwealth Department
of Employment and Workplace Relations
and Mandala (a specialist Indigenous career
broker) to provide employment and training
opportunities for Indigenous Australians.
During 2006, we ran an Indigenous
recruitment and retention program, which
set a target of 10 Indigenous recruits
across businesses in the Melbourne central
business district. Six Indigenous Australians
were recruited and trained in four
businesses – and four remained with the
NAB in varying roles. The program increased
awareness among Indigenous communities
about opportunities for employment with
the NAB.
In April 2006, NAB launched an
Indigenous Career Pathways Program for
2006-2008, with a target of 35 recruitments
in Australia. These recruitments are targeted
across our Australian business including
direct financial services and regional retail
banking. Our MBA scholarship program for
Indigenous students continued during 2006.
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to identify and correct these hazards. For
example, in Australia external consultants
have conducted Job Safety Analyses (JSA’s)
for identified job roles. The JSA’s are aimed
at identifying the risk factors involved in
roles and assisting employees to implement
programs to reduce these hazards.
Workplace stress also accounts for
some reported injuries. We take the issue
of workplace stress seriously and have
implemented a number of well-being and
resilience initiatives across the Group to
reduce stress related injuries.
In the Corporate Centre (Australia),
we launched a new health and well-being
program. This program is aimed at increasing
an individual’s self-awareness of health
and wellness issues. It does this through
personal consultation and ‘Mastering Life’
workshops covering major areas of health.
The aim is to build awareness around
creating and managing ongoing worklife
balance.
nabCapital has a resilience program
comprising of a series of workshops about
enhancing lifestyle and maximising health
and personal well-being. The program
recognises that our people are committed to
the organisation and work hard to deliver our
objectives. It provides people with tools to
help them optimise their lifestyle, personal
health, well-being and work performance.
The nabCapital resilience program is a
6
5.7

EMPLOYEE ASSISTANCE PROGRAMS

Each of our businesses provides a private
and confidential counselling service. This
service – the Employee Assistance Program
– is available to all employees and their
families. The counselling is provided by
external qualified psychologists and covers a
variety of issues such as stress
management, health issues, relationships,
grief and career advice.
Critical incidence trauma counselling is
available in the workplace, as required, for all
employees and customers who experience a
traumatic event.
SUPPORTING EMPLOYEES
FACING HARDSHIP

In Australia, the Dibbs and Massie
Foundation provides financial assistance
to permanent Australian-based employees
in financial hardship. Current and retired
employees, widows, widowers or dependant
children of deceased employees may also
be eligible. In this reporting period, the
Foundation gave grants totalling $84,000 to
Australian-based employees.
In New Zealand, the W.H.Hargreaves
Trust provides assistance to employees past
and present who find themselves in financial
hardship. For the year April 2005 to March
2006, $51,000 was granted.
In the UK, we are working with the
Bankers Benevolent Fund to provide
assistance to employees (past and present)
who find themselves in situations of hardship
and need.

5

PROTECTING OUR
EMPLOYEES’ RIGHTS
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FIGURE 18: LTIFR – COMPARISONS OVER TIME

people support mechanism that helps our
employees to understand their worklife
choices and encourages personal growth
and well-being.
In New Zealand, a wellness strategy has
been implemented to address the issues of
stress management and worklife balance.
In our UK business, a stress management
policy has been developed jointly with our
union Amicus.
In 2006, we reduced LTIFRs in all
regions. In Australia, our LITFR reduced by
29% to 2.9 (4.1 in 2005). In New Zealand, our
LTIFR reduced by 75% to 0.3 (1.2 in 2005)
and in the UK LTIFR reduced by 37.5% to 0.5
(0.8 in 2005). See Figure 18.

NAB is committed to ensuring a workplace
free from discrimination and providing
equality of opportunity in employment
for everyone. We have a range of equal
opportunity and anti-discrimination policies,
practices and initiatives across the Group
— see our Group-wide policies on our Group
website . These policies are monitored
and enforced through compliance training
and compliance gates in performance
scorecards. Highlights of some of our
initiatives are below.
In Australia, we have updated our
discrimination and harassment policies
to provide more relevant and easy to
understand information. These changes have
been reflected and implemented in revised
compliance training programs. Our recently
negotiated Enterprise Agreement (2006-2009)
in Australia introduced new equal opportunity
initiatives such as a pay equity audit. This
collaborative project between the FSU and
NAB has been ratified in the Enterprise
Agreement (EA) and is aimed at identifying
any gender-based pay inequities and their
causes. The project will be completed in
the first two years of the EA with findings
available within 6 months after completion.

ENTERPRISE AGREEMENT
AUSTRALIA
NAB’s Australian Enterprise Agreement (EA) 20062009 was voted on by NAB and MLC employees,
and was certified on 27 February 2006. The
negotiations involved direct discussions with
key internal stakeholders and the FSU. Feedback
from all employees was encouraged through the
negotiation process. Key communication channels
were used such as regular discussion forums,
intranet and NABtv updates and an ongoing EA
email mailbox. The new EA saw two previously
distinct agreements (banking and wealth
management) merge to support consistency.
As well as remuneration and superannuation
increases, the EA 2006-2009 also introduced
additional benefits to all Australian employees
such as salary (formerly pay) averaging*, support
when sick, the ability to take extended long
service leave, and a range of additional paid
pre-natal and parental leave options. Further,
it increased our focus on worklife balance and
provided employees with greater options to work
flexible hours. Some of these initiatives will be
phased in over the calendar years 2006 and 2007.
* Salary averaging is a new benefit included in the
EA following a pilot in 2005. It is a flexible working
arrangement which helps employees better manage
work and personal commitments. Under a salary
averaging arrangement (sometimes referred to
as”48/52”), employees can apply for up to four weeks
unpaid leave in one calendar year, in addition to the
standard four weeks annual leave. Employees total
remuneration package is reduced by the number
of unpaid weeks elected and averaged across the
calendar year to enable a consistent income across
the 52-week period.

This year in New Zealand, we produced a
booklet ‘A Matter of Respect – Guidelines for
Appropriate Behaviour at Work’. This booklet
aims to raise employee awareness of what
behaviours are required at work, and what
behaviour may be considered unacceptable
due to being discriminatory, or involving
harassment and bullying. Key people within
New Zealand have been trained in dealing
with harassment and discrimination cases.
In the UK, we signed the ‘Dignity at
work’ Charter, which addresses bullying in
the workplace. The Charter is a joint initiative
between Amicus and the UK Department of
Trade and Industry. We will work together to
implement the Charter. Age discrimination
legislation will come into force in the UK on
1 October 2006. We have already reviewed
all of our People and Culture policies and
practices in light of these requirements.
FREEDOM OF ASSOCIATION
& UNION ENGAGEMENT

Our people can join and be represented
by a union without suffering any form of
discrimination or prejudice. We comply
with all relevant freedom of association
legislation. We also comply with the ILO
Conventions, 87 and 98, regarding freedom

GLOBAL UNION ENGAGEMENT
CONFERENCE – JUNE 2006

A global union conference with all relevant
unions was held in Glasgow, Scotland in
June 2006. The aim of this conference
was to create a greater understanding
between the participants and to provide
an opportunity to build on the existing
relationships. Representatives were present
from each region (Australia, UK and NZ),
and from both NAB and the unions. The
conference included presentations by John
Stewart, Group Chief Executive Officer and
Lynne Peacock, Chief Executive Officer UK.
The key outcome of the conference saw
all parties commit to sign a Global Union
Engagement Agreement. This Agreement
will contain the principles and framework for
constructive global relationships. In addition,

Neil Leitch, Head of Workplace Solutions – People and
Culture – UK talking with conference delegates.

FSU STATEMENT
The Finance Sector Union has been a key
stakeholder in NAB and its predecessors since
1919. As the representative of Australian staff,
we are supportive of NAB’s continuing work on
socially responsible business management.
CSR must be seen to be much more than
a public relations opportunity to promote an
organisation. It means being prepared to challenge
the organisation to rigorously apply the values and
standards it espouses to all business decisions
and stakeholder relationships.
Recognising the importance of maintaining
genuine dialogue and consultation with
stakeholders at all times is an important test of
CSR commitment. We do not agree with NAB on
all matters, but we recognise NAB’s commitment
to the rights of employees and maintaining
dialogue with their union.
Paul Schroder
National Secretary

the launch of the Workplace Representatives
Scheme was agreed between the UK region
and Amicus.
EMPLOYEE CONSULTATION AND
FEEDBACK PROCESSES

Providing feedback opportunities for our
employees to have their say is very important
to the Board, senior management and people
leaders at NAB. Our people are a source of
valuable and innovative ideas, which help
us to improve the way we do business,
our customer experience, our products and
services and our working environment.
We encourage our people to look for
and suggest ways to improve all aspects of
their working life at NAB. We are committed
to continuous improvement. Across the
Group, our people have a number of
channels through which they can provide
ideas and feedback.
In Australia, myVoice, is used to
facilitate employee feedback and ideas.
It is an intranet-based feedback tool that
enables employees to share opinions,
propose new ideas, suggest solutions and
raise issues. In 2006, 5,647 comments, ideas
opinions and feedback comments were
recorded – up from 4,996 in 2005. This year,
1,663 of the responses were ideas, of which
176 were implemented.
Through a series of ‘Let’s Talk’ employee
briefings in 2006, John Stewart, Group
Chief Executive Officer, visited NAB people
across Australia. He highlighted how the
organisation was performing, including:
share price, winning Bank of the Year, giving
back to the community through community
partnerships, and cultural transformation.
These sessions encouraged a two-way
conversation on how NAB is doing and
provided an opportunity for employees to

give their views on our performance.
NAB has a policy in place with
respect to consultation on significant
organisational change. In each region, as
part of our collective agreements, there
are commitments to consult employees
regarding significant organisational change
prior to the implementation of that change.
In Australia, as part of the EA, the
provisions relate to consultation of both
employees and the union. This arrangement
is similar in the UK. UK employment law
stipulates minimum consultation periods
for redundancy and outsource situations. In
New Zealand, good faith provisions of the
Employment Relations Act 2000 are reflected
in the collective agreement under the
consultation policy.
EMPLOYEE GRIEVANCE PROCESSES

There are several channels for employees
to raise grievances, and we recognise
the benefit of providing both formal and
informal mechanisms for our people to raise
issues and complaints. The processes are
consistent throughout the Group.
Across the Group, we offer a confidential
helpline. This is part of our Whistleblower
Protection Program, see page 11.
In Australia and the UK, our people can
also contact the People Advisory Centre to
raise their concerns whether it is a policyrelated question, or a matter of personal
concern in the workplace. If the concern is
more complex, or sensitive in nature, the
matter can be escalated to a dedicated case
management team within the Workplace
Relations Unit. In Australia, our dispute
resolution procedure is also included in the
recently negotiated Enterprise Agreement
2006-2009, which recognises the right for
employees to seek representation from their
union.
In New Zealand, in addition to the
confidential helpline, the employment
agreement directs employees with a
grievance to independent legal advisers,
union representatives, the Department of
Labour, Human Rights Commission and the
Employment Relations Authority.
MOVING FORWARD

Planned actions for 2007 include:
➤ continuation of culture change
implementation
➤ taking actions to further our diversity
strategies and delivering on our
diversity action plan
➤ introduction of childcare vouchers for
employees with children up to the age
of 15 and a review of current maternity,
paternity and adoption policies in the UK
➤ continuous improvement of our health and
safety performance
➤ continuation of learning campus rollout as part of our ongoing training and
development program in the UK.
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of association and protection of the Right
to Organise and Collective Bargaining
Convention and relevant local regulatory
requirements. The unions that represent
our employees are important stakeholders
to our business.
This year, we negotiated employment
agreements with each of the key regional
unions. In Australia, we finalised a new
Enterprise Agreement (2006-2009) with
the FSU, which includes leave and other
entitlements for employees who are also
union representatives.
In New Zealand, during the year, we
renegotiated the Bank of New Zealand’s
Collective Employment Agreement with
Finsec (the union). A new agreement is now
in place for the period (1 November 2005 to
31 October 2007).
In the UK, the union Amicus has
representational rights for all our employees,
except executives and those working in
nabCapital. In 2006, consolidated salary
negotiations were successfully concluded
with Amicus for the first time. Previously
separate negotiations were made for the
three different parts of the UK business.

AT A G L A N C E
Expanded our micro-finance initiatives
Launched a new multi-lingual web-site in Australia
UK upgrades to offer point-of-sale transaction
functionality to many customers

C U S TO M E R S

Helping more people to meet
their financial needs
WE ARE COMMITTED TO IMPROVING THE CUSTOMER EXPERIENCE THROUGH INCREASED
ACCESS TO FINANCIAL SERVICES, SERVICE IMPROVEMENTS AND PRODUCT INNOVATION
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We take responsibility for how customers
experience our organisation. Listening
and engaging with customers helps us
meet their needs and understand their
concerns. We do this through customer
feedback processes, research and by
involving a range of stakeholders in
product development.
This section of the report overviews
our customer base, our customer engagement
processes and some specific customer
initiatives we implemented during the year.
It demonstrates how we are taking steps to:
➤ improve our customer service (see page
37) – through learning from our customers
and responding via our distribution
network and product portfolio
➤ increase accessibility to financial services
– from physical location of our services to
financial inclusion for the disadvantaged
and the isolated (see pages 40-42)
➤ address industry issues in wealth
management – from the debate around
‘fees versus commissions’ to addressing
the issues of under-insurance and shorttermism (see pages 42-43)
➤ address the issue of financial literacy
– improve customer communication

and help develop financial skills
(see page 42)
➤ improve equity – in our fees and charges
(see page 42)
➤ deal with fraud and security – protecting
customers that use our banking services
(see page 43).
The highlight box below updates
some of the planned customer-related
actions that we reported in our 2005 CSR
Report. Information in this section of the
Report is reported for the year ending
30 September 2006.
OUR CUSTOMERS

The Group has a large and diverse customer
base of around 8 million banking customers
globally. We also service over 2.3 million
wealth management customers and policy
holders. In our Group profile (see page 5)
and the glossary (see page 68), we describe
the range of products and services we
provide to our customers. This extends from
personal and corporate banking to wealth
management and project finance. Figure
19 illustrates the distribution of our banking
customer base by region.

52%
4,201,480
Australia

14%
1,146,404
New Zealand

34%
2,696,578
UK

FIGURE 19: DISTRIBUTION OF
BANKING CUSTOMERS BY REGION.

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Continue to implement the plain English program and
extend it to the UK and New Zealand

Refer to ‘Financial literacy and plain English communication’ page 42.

Monitor customer service and report on performance
against our regional customer charters

In 2005, each of our businesses introduced customer charters. Our performance against
these charters is reported on page 40.

Report on process improvements resulting from our
customer quality program

We now have active customer quality programs, using Six Sigma methodology in all our
businesses (see page 40).

Status

Listening and engaging
with customers helps
us meet their needs and
understand their concerns
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Over the last year NAB has extended the reach of its
Step UP loans program. Step UP allows low income
individuals and families access to affordable credit.
The program is delivered by NAB in participation
with a variety of community organisations.
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TABLE 6: BUSINESS CUSTOMER
NUMBERS BY INDUSTRY GROUP

TABLE 7: BUSINESS CUSTOMER
FOOTINGS BY INDUSTRY GROUP

Industry segment

Industry segment

% of business
customers*

% of business
footings

Property, renting and
business services

33.4

Property, renting and
business services

30.5

Wholesale and retail, trade and
repairs

13.1

Finance and insurance

26.4

Health and community services,
social work

8.9

Agriculture, hunting, forestry
and fishing

7.6

Finance and insurance

8.4

Wholesale and retail,
trade and repairs

7.3

Agriculture, hunting,
forestry and fishing

8.3

Manufacturing

7.3

Construction

7.3

Construction

4.6

Manufacturing

5.6

Transport, storage and
communications

3.1

Recreational, personal and
community service activity

5.1

Accommodation, cafes, pubs
and restaurants

2.7

Transport, storage and
communications

3.8

Health and community
services, social work

2.6

Accommodation, cafes,
pubs and restaurants

3.7

Recreational, personal and
community service activity

2.4

Education

1.3

1.7

Mining

0.5

Government administration
and defence

Government administration and
defence

0.4

Mining

1.5

Education

1.2

Electricity, gas and water supply

0.4

Electricity, gas and water supply

1.1

These percentages sum to 100.2% due to rounding off.

To meet the needs of our business
customers, we need to understand the wide
range of sectors in which they operate.
Tables 6 and 7 show the distribution of our
business customers across these industry
sectors by customer numbers and footings
(see glossary).
Globally, how our customers use our
services is changing. The trend for increased
e-channel activity is solid. However, access
to a physical branch continues to be a key
consideration for customers. The case study
below illustrates how we are responding
in Australia.
In New Zealand, we last closed a branch
in November 2003. No closures are currently
planned. New branches are opened to serve
areas of growth. In 2006, we opened two
new branches, relocated five and
refurbished one.
In the UK, we continued to review our
distribution strategy and branch network. We
continued to build our network of Financial
Solutions Centres (FSC) providing services
for small to medium enterprise and private
banking customers. We opened six FSCs
this year, two of which were completed and
ready for opening by the end of the 2005
year. We refurbished 56 flagship branches
that include business managers in key
locations. We also implemented a new
Internet banking platform to better serve
the increasing number of customers who
now use the Internet for their banking. In
addition, we have given access to point-ofsale transactions to a large proportion of our
customers, including low income customers

CUSTOMER FIRST IN AUSTRALIA
Our customers have told us they value a clear understanding of their needs,
responsiveness and fast decisions. Our people told us that they want greater
decision-making power at the local level, simpler processes and the tools and
technology to help them improve customer service.
Helping customers to get what they want means having the right people
with the right skills available at the right time. To deliver a new level of service
we piloted a new kind of banking in late 2005. Key sales and service capability
now exists in the branch — so we can give customers on-the-spot solutions for
basic transactions, for building their nest egg, for getting the home they want,
or for growing their business. Our business banking services are also now more
focused on complete business solutions.
The pilot intended to bring our people closer to our customers and to make it
easier to do business with NAB. We wanted to empower our people and give
local teams the accountability and responsibility to make things happen. As a
result of the pilot’s success, we will rollout this new model across Australia by
mid 2007.
Improving the experience of our customers also means creating a more
comfortable and welcoming environment. A new, open-plan store design has
been developed and is being piloted. The primary aim is to provide the right
information and spaces to have conversations with customers. The open plan
environment — which has neither desk-bound staff nor traditional counters —
reflects our desire to be transparent in all our customer dealings. Due to the new
design’s success, we plan to introduce another four open-plan stores this year.
The new NAB outlets will offer 24-hour access to business deposit facilities
and access to small change for small businesses.

Our team of customer advisors in
our first new store at Victoria Point,
Brisbane sit with our customers in a
comfortable open plan environment
to have conversations about what the
customer wants to achieve and how
NAB can provide the right financial
solution to help the customer
achieve their aspirations.

that previously could only withdraw funds
via ATMs.
Since announcing the review of our
branch network in May 2005, we have closed
104 branches. The majority of Yorkshire Bank
closures took place in urban areas. A number
of Clydesdale Bank closures took place in
rural locations, where there was not always
an easy alternative to branch banking. To
mitigate the impact, Clydesdale Bank enables
all of its customers to conduct transactional
banking at any of the 14,000 Post Offices in
the UK.
RESPONDING TO CUSTOMER NEEDS
AND STAKEHOLDER FEEDBACK

Our Australian business launched a
Protected Loan package, combining home
lending with insurance. This new package
helps customers who take out a home loan
protect their loan repayments and home and
contents. This package is a response to the
fact that a large proportion of Australians do
not have enough income and life insurance
— even though one in three will become
disabled for more than three months before
turning 6513 and 60% of Australian families
with dependents would run out of money
within a year if the breadwinner died.14
We want to help our customers have
the right protection when they buy their
home. To ensure our personal bankers
are having the right conversations with
their customers, we ran a detailed training
program this year. Protected Loan has
three key components:
➤ Securing loan repayments – Subject to
policy terms and conditions, National
LoanCover helps protect a customer’s
loan repayments if the customer becomes
disabled or suffers a specified critical
illness up to a maximum monthly amount
of $5,000 or if the customer becomes
involuntarily unemployed up to a maximum
monthly amount of $5,000 for a maximum
period of four months
➤ Paying off the balance – National
LoanCover pays the customer’s
outstanding loan balance up to $400,000
(subject to age at commencement date) in
the case of death of the life insured 15

Safeguarding the home and its valuables16
– NAB can arrange home and contents
cover for a range of events including fire,
burglary and storm damage 17. This cover
is available under a choice of policies,
allowing the customer to select the cover
that best suits their needs.
Personal bankers can also refer a customer
to a financial planner to address their broader
financial situation and needs.

➤

CUSTOMER RESEARCH

In 2006, we conducted more than 110,000
interviews globally with customers about
service: 38,000 were about branch
and customer service and 60,000 were
about service from personal or business
relationship managers.
In Australia, we use an ongoing
Service Experience Program (SEP) to
monitor personal and business customers’
satisfaction. In 2006, we interviewed more
than 70,000 customers. SEP identifies
aspects of service that are key drivers of
customer satisfaction. Customer satisfaction
levels are used in coaching and performance
reviews for front line and management
employees.
nabCapital benchmarks and monitors the
quality of its performance through a regular
industry survey of corporate and institutional
banking clients. The Large Corporate and

13

Institute of Actuaries of Australia (2000) ‘Interim report of the Disability Committee’.

14

The Investment and Financial Services Association (IFSA) Research ‘A Nation Exposed’. Conducted for IFSA by Rice Walker Actuaries and TNS Australia.

15

National LoanCover is issued and administered by MLC Limited ABN 90 000 000 402 AFSL 230694 of 105-153 Miller St, North Sydney NSW 2060, a registered life insurer and a wholly
owned subsidiary of National Australia Bank Limited ABN 12 004 044 937 AFSL 230686. National LoanCover is not compulsory and insurance for a customer’s loan can be arranged with
another insurer of their choice. A National LoanCover policy does not represent a deposit with or a liability of National Australia Bank Limited or any other member of the National Australia
Bank Group of companies (other than a liability of MLC Limited as insurer). Neither National Australia Bank Limited, nor any other member of the National Australia Bank Group (other than
MLC Limited as insurer), guarantees or accepts liability in respect of National LoanCover. Information about National LoanCover is contained in the current Product Disclosure Statement
which is available by phoning 13 22 95.

16

Terms, conditions and exclusions apply to all these insurances. Refer to the relevant Product Disclosure Statement for details of the cover provided for each product.

17

Allianz Australia Insurance Limited ABN 15 000 122 850 (Allianz), 2 Market St, Sydney NSW 2000, AFSL 234708 is the issuer of National Home Insurance, National Home Insurance
Essentials, National Car Insurance and National Residential Investor Insurance. These insurances are arranged by National Australia Financial Management Limited ABN 56 000 176 116
(NAFM), AFSL 230699 of 800 Bourke St, Docklands Vic 3008, a member of the NAB Group of companies. Neither National Australia Bank Limited ABN 12 004 066 937 (NAB) nor any other
member of the National Australia Bank Group of companies (including NAFM) guarantess or accepts liability in respect of these insurances.
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Customer feedback helps us provide
services and develop products. We use a
number of channels, including customer
research and formal complaints handling
processes, to better understand the views
and needs of our customers. A number
of our key initiatives are a direct result of
listening to our customers and stakeholders.
Some of the initiatives are highlighted in the
following paragraphs and in the Customer
First (page 36) and Financial Freedom (see
above) case studies.
MLC has responded to feedback and
challenged the investment industry’s
focus on the short-term by launching a
multi-manager, multi-asset class portfolio
specifically designed to deliver net real
returns to investors over 20 year periods.
The MLC Long-Term Absolute Return (LTAR)
portfolio is for investors who want to take
a long-term investment approach, focus on
real after tax returns, and diversify across a
wider range of asset classes. LTAR differs
in two key ways from other funds. It has a
significantly longer investment time horizon
– 20 years, compared to five years for most
balanced funds. It also pays no attention
to what other funds are doing. As a result
of LTAR being different, we expect it will
perform differently to other funds in different
market cycles. This long-term approach to
investing has largely been missing from
the range of investment products available
in Australia.

FINANCIAL FREEDOM
In 2006, in the UK and Australia, we piloted the Financial Freedom project for customers with complex needs.
It included advice on financial strategies, sales and servicing of the financial products to implement those
strategies, one view of the customer’s whole relationship with us and one point of contact with the bank.
The offer was designed using research and comment from customers. It aimed to simplify the process of
dealing with the bank and to address full service provision from the customer’s perspective rather than our
organisational structure. For example, you can call one number to discuss your business and personal needs,
your day-to-day banking and your long-term financial planning — and you will have to tell us about the issue
only once.
Customers in the UK and Australia responded very positively and in both countries we decided to extend
the offer beyond the pilot customers. In the UK, the product is known as the Clydesdale Private Offer. In
Australia, it is being implemented in stages within our National Portfolio facility, an integrated lending product
and advice process.

RESPONDING TO COMPLAINTS

We work hard to continue to improve how
we manage customer complaints – they
give us valuable information about how to
improve the customer experience. Each of
our retail businesses has a specialised team
focused on managing customer feedback
and complaints.
BANKING COMPLAINTS

In 2006, our UK banks improved their
complaints management processes
— merging nine central areas to five. This
consolidation, and a centralised reporting
system, will help address inconsistencies
and drive further improvements for
customers.
To address service issues during the year,
our UK banks:
➤ streamlined and simplified processes for
standing orders, direct debits and account
openings
➤ dedicated weekly branch training to focus
on key complaint areas

60

% of complaints

In December 2005, a direct mail campaign offered
a pre-approved credit card to a large number of
people in New Zealand including some that had
poor credit ratings. The result was that while the
campaign was a financial success, there were a
small number of complaints from offer recipients
which were escalated to the media. There were
issues with the pre-Christmas timing, the use of
third-party databases and pre-campaign credit
checks. At no time was there a breach of the New
Zealand banking code.
As a result of the campaign, specific policies
and procedures were significantly altered to
ensure future initiatives would take into account
our learning. Changes we have implemented
included:
➤ confirmation that data will be from high quality
and approved databases
➤ more rigorous testing of data quality prior
to use
➤ strengthening of all credit scoring processes
before scoping any initiatives in the future.
In addition pre-Christmas timing for extended
credit and card offerings will not be used again in
the future.

COMPLAINTS MANAGEMENT
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4,000 customers have registered for the
panel and are sent various online surveys.
There have been 19 surveys since January
2006. In addition, we operate bulletin
boards to get more qualitative feedback
from customers.
In the UK, we use monthly, quantitative
surveys of customer satisfaction, loyalty and
advocacy. For any negative feedback, further
detail is requested so the issue can be
addressed. Mystery shopping is used in the
branch network to monitor our performance
and to help us to improve customer service.
Our Customer Value Analysis research helps
us regularly assess issues of importance to
our customers and how they experience
our performance.
Also, we consult with stakeholder
groups such as peak consumer bodies
and community-based organisations, see
Stakeholders section pages 14 and 16.
This helps us develop and provide a range
of products and services that are inclusive
and able to meet the needs of all customers.
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Institutional Relationship Banking Report,
produced by Peter Lee Associates, measures
a range of variables including nabCapital’s
status as a trusted adviser, the number of
lead bank positions it holds, and the extent
to which clients value its industry knowledge
and expertise. The 2006 results showed
continued improvement for nabCapital across
these areas.
In New Zealand, customer satisfaction
is monitored via third parties. ACNielsen
surveys 10,000 consumers a year using doorto-door, face-to-face surveys. Results are
published quarterly, and have been tracked
for over 10 years. Bank of New Zealand ranks
fourth in the New Zealand market, behind
ASB, National Bank and Kiwibank. There has
been a general upward trend for all major
banks over the last four years. Satisfaction
with branch service is monitored by Taylor
Nelson Sofre (TNS). The survey involves
nearly 14,000 interviews per year, with 80
interviews per branch. Another research
channel is an online research panel. About
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4

5

Account
administration

introduced ‘Customer Connect’ and
‘Teller’ systems in Yorkshire Bank –
which improved branch customer
delivery capabilities
➤ increased security processes for debit
cards mailed to customers in high
risk areas
➤ simplified how customers report lost and
stolen credit cards.
Complaints about charges and interest
increased in the UK in 2005. We set up a
team to review current complaints, court
claims and to develop a consistent and fair
approach. Overall, total complaints received
by us have decreased — though complaints
reported to the Financial Services Authority
(FSA) increased, see page 39.
In New Zealand, we are reviewing our
complaints databases: an upgrade is planned
for late 2006. We implemented a new front
line sales tool to help improve complaints
record keeping and resolution.

In Australia, our wealth management
business, MLC, investigates and seeks to
resolve all service-related complaints. Errors,
trends and systemic issues are highlighted in
reporting to aid rectification.
Key complaint areas in 2006 included:
➤ the sales and marketing of specific
products
➤ our decisions about disability claims
or the distribution of death benefits on
superannuation accounts
➤ fees and charges and their impact on
account values
➤ service delays and the impact on
account balances – these complaints
were high for a significant portion of
the year.
All complaints are investigated to see if an
error has been made and, if so, to fix it.
If there is no error, our response reviews
account fees and charges. Also our product,
underwriting and actuarial areas regularly
review products for cost-effectiveness and
appropriate disclosure.
In 2006, a new MLC policy responded
to an issue raised through complaints.
For redemption requests processed in the
five-day service standard, the unit price
used is that on the date that all requirements
were received. For requests processed
outside standard, the best unit price will
be used — and any additional costs will be
at our expense. This policy ensures that
customers whose requests are delayed
receive the appropriate treatment.
Total complaints in the UK reduced in
2006 — largely due to improved processes
and stronger stock market performance
reducing complaints relating to fund
performance and service. In addition,
endowment shortfall complaints previously
recorded under the wealth management
category last year are now recorded under
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FIGURE 21: TOP FIVE WEALTH MANAGEMENT COMPLAINTS THEMES
(AUSTRALIA AND UNITED KINGDOM)

banking complaints. This has impacted
the volume of complaints recorded under
wealth by creating a lower base figure
resulting in a perceived increase in other
complaint categories. A major focus of
our response to complaints in 2006 was
increased business interaction to simplify
and speed up processes – for example,
for death claims, we improved turnaround
time so much that complaints almost
disappeared.
Figure 21 highlights the top five wealth
management complaints themes for our
Australian and UK businesses.
COMPLAINTS TO THE OMBUDSMAN

Another measure of our customer service
performance is the number of complaints
reported to the relevant industry ombudsmen
(in the UK the industry ombudsman is
referred to as the Financial Services
Authority (FSA)).

In our UK businesses, reportable
complaints increased in 2006 due to:
➤ greater focus on complaint management
and accuracy of reporting
➤ improved and more thorough investigation
by the bank in adopting the FSA’s ‘Treating
Customers Fairly Directive’
➤ branch closures
➤ Yorkshire Bank calls being transferred to
our European Customer Contact Centre
➤ redesign of customer statements
– this was mainly due to unfamiliarity.
Using feedback from customers further
enhancements have been made to address
the initial concerns. The new statement is
much simpler
➤ increased lobbying by external companies
over bank charges.
In all, 275 complaints were referred to the
Ombudsman in the UK. Of those, 145 were
resolved – with 68% in our favour.

RESPONDING TO COMPLAINTS TO THE OMBUDSMAN
In New Zealand, we improved our credit card authorisation process after two complaints were referred to
the Banking Ombudsman. Now, when a merchant calls to get a card transaction authorised, our team asks:
“Is the card holder present?” If the merchant says “no”, then the call centre operator reminds the merchant
that authorising the transaction does not guarantee the validity of the cardholder. Instead, it simply confirms
that the card has enough funds to meet the transaction – but the transaction may still be charged back. This
change avoids claims and investigation costs.
In the UK, we aim to reduce complaints and to avoid customers needing to go to the Ombudsman.
An example is a change that increased security for replacement cards sent to customers with high-risk
postcodes – this materially reduced the number of missing cards and complaints.
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WEALTH MANAGEMENT COMPLAINTS

% of complaints

➤

TABLE 8: CUSTOMER COMPLAINTS REFERRED TO THE OMBUDSMEN 18

2006

2005

2004

Australia

592

642

736

United Kingdom

266

183

265

36

116

108

122

193

163

9

67

168

NA

116

108

Banking complaints referred to the Ombudsman

New Zealand
Wealth management complaints referred to
dispute resolution bodies
Australia
United Kingdom
New Zealand
18

40

A change from the year 2005 in the UK business included 2,262 mortgage endowment policies being transferred from
being reportable under wealth to banking for regulatory reporting purposes.
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Table 8 highlights the number of
complaints referred to the banking
Ombudsmen and financial services (wealth
management) dispute resolution bodies.
PRIVACY COMMISSIONER

Customer privacy is very important to us
— this is reflected in our customer charters
and privacy policies (see our websites). In
2006, three cases were referred to privacy
commissioners. In Australia, two privacy
investigations occurred due to customer
complaints. The investigation of one
complaint by the Commissioner resulted
in a finding that we had not breached the
customer’s privacy and an outcome to the
second complaint investigation is pending.
In New Zealand, one complaint is currently
awaiting a preliminary decision from the
Commissioner. This complaint was forwarded
on from the Banking Ombudsmen.
In Australia, the Privacy Commissioner
conducted an investigation during December
2005 into the practice of recording full
credit card numbers on printed receipts
of electronic transactions conducted
on merchant EFTPOS terminals. This
investigation was industry wide and we
were asked to respond. Following this

investigation, the Commissioner advised
it to be best privacy practice to ensure
that receipts only include a truncated card
number. Based on this advice and our
desire to ensure our customers and other
individuals have the highest possible level
of personal information security, we have
committed to upgrading the 1% of EFTPOS
terminals currently unable to truncate credit
card numbers. This upgrade is due to be
completed by January 2007.
CUSTOMER SERVICE

In 2006, we continued to implement
programs to respond to customers’ needs
and improve our services. Our businesses
released customer charters in 2005. We have
commenced monitoring our service levels
against these, see Table 9.
Copies of our customer charters are
available on our businesses’ websites (see
inside back cover).
CUSTOMER QUALITY PROGRAM

In all our businesses, we have active
customer quality programs using Six
Sigma methodology to improve our
business processes, products and
customer service. These programs are

designed to increase customer and
employee satisfaction, fuel business
growth and enhance our reputation.
In New Zealand, Six Sigma has been
implemented in all areas of the business.
Bank of New Zealand completed more than
15 Six Sigma projects this year. We believe
that this has increased both customer and
staff satisfaction and substantially reduced
waste. Completed projects include:
➤ reducing the number of forms used
and transported
➤ modifying home valuation processes,
which now depend on the loan-to-value
ratio – this has delivered faster service and
reduced costs.
nabCapital commenced its Six Sigma
program in late 2005. Dedicated personnel
work on Six Sigma projects in each
of its locations globally. Until June
2006, nabCapital focused on deploying
the program and building related capability.
Now, the focus is on delivery of projects.
INCLUSION AND ACCESSIBILITY

We understand that some people find
it difficult to access financial services
because of one or a combination of
financial, physical, geographic and
cultural factors. We recognise that our
customers come from diverse communities
and backgrounds. Therefore, we want to
make our products and services accessible
to all customers — and we strive to treat
them all with fairness and respect.
This includes customers that may have
traditionally been ‘excluded’ from financial
services, perhaps due to remote locations
or uncertain incomes, such as those who
receive government benefits.
FINANCIAL INCLUSION

This year, our Australian businesses has
focused on providing inclusive financial
products and services. This included:
➤ introducing an account that offers
transactional banking to meet community
groups’ banking needs at a discount
➤ expanding the Step UP Loan program
jointly delivered by NAB and the
community agency Good Shepherd Youth

TABLE 9: BANKING PERFORMANCE AGAINST OUR CUSTOMER CHARTERS

*

Australia

New Zealand

United Kingdom*

% Banking complaints acknowledged and resolved
within 5 days – 88% (83% resolved within 24 hours)

% Banking complaints acknowledged and resolved
within 5 days – 90% (82% resolved within 1 day)

% of regulated Banking complaints acknowledged
and resolved within 28 days – 70%

% Banking complaints resolved within 10 days – 91%

% Banking complaints resolved within 10 days – 92%

% of regulated Banking complaints resolved within
56 days – 18%

The remaining 9% of complaints are complex. These
complaints may involve referral to an Ombudsman.

The remaining 8% of complaints are complex.

The remaining 12% of complaints are complex.
These are resolved in greater than 56 calendar days.

This report for our UK business refers to regulated complaints only and not complaints that are resolved within 24 hours. A regulated complaint is any complaint that must be reported to
the Financial Service Authority.

PHYSICAL INCLUSION

We assist customers with physical
disabilities and our buildings and facilities
meet or exceed local disability access
requirements. In Australia in 2006, we
updated our Disability Action Plan
(available on www.nab.com.au). It was
lodged it with the Human Rights and
Equal Opportunity Commission in early
October.
AUDIO ENABLED ATMS

In Australia and the UK, we are continuing
to audio-enable our ATM networks to
assist vision-impaired, dyslexic and elderly
customers. In Australia, 100% of the ATM
fleet will be audio-enabled by February
2007. We were the first bank in the UK to
deliver audio-enabled ATMs. This year, we
introduced the audio-enabled ATMs to 15
more sites, to give a total of 17.

SERVICING RURAL
AND REGIONAL AREAS

Clydesdale Bank audio enabled ATM for the
visually impaired.
DISABILITY ACCESS

In Australia, we continue to improve
access to our branches and facilities as
we refurbish old, and open new, branches.
Our UK business has an ongoing program
of upgrading branches to improve disabled
access. For more information about the
disability action plans and facilities provided
by our Australian and UK businesses, see our
Group website .
In New Zealand, all our new branch
locations have automatic entrance doors.
We are introducing wheelchair accessible
counters and a new standard has been
adopted for ATM’s to provide improved
usability for wheelchair customers. In 2006,
we developed and began implementing an
accessibility action plan. In July 2006, we
researched accessibility and in September
2006 we held a community accessibility
workshop. This will enable us to better
understand the issues before identifying
priorities for improving accessibility.

Rural and regional communities have specific
needs — often due to their remoteness and
dependency on primary industry. To ensure
our customers in these communities can
access banking and wealth management
products and services, we have a number of
programs in place.
In Australia, we reduce fees and charges
for branch banking services if our customers
are more than 25km from an ATM. Similarly
in the UK, we do not charge ATM fees for
customers and we provide access to banking
via Post Office-based services.
In New Zealand, customers are able to
meet a high percentage of their banking
needs through the capability and services
provided by our Customer Contact Centre
and telephone and Internet banking
channels. Reviews of our branch network
consider the needs of rural and remote
customers with ATMs in these areas being
equipped with deposit capabilities.
See the highlight box for statistics on our
services in rural and remote locations.
NAB is a major provider of agribusiness
financial services in Australia — our
nationwide team has over 500 people
dedicated to providing individual financial
solutions to primary producers, processors
and service providers in rural and
regional Australia.
Bank of New Zealand also focuses on
providing banking services for agribusiness.
We offer growth programs to farmers that
include information on wealth management,
succession planning, strategic planning
and leadership.
CULTURAL INCLUSION

The cultural diversity of our communities
enriches us all. Diversity of our customer
base provides us with both a responsibility
and an opportunity. In Australia, we have
just launched a Chinese and Korean
website (http://vgnlive.national.com.au/
foreignIndex.html) with a Vietnamese site
to be ready soon. We also actively recruit
bankers with language skills for selected

THE CHALLENGES OF LOCATIONS
Number of Agribusiness customers globally

135,191

Number of rural branches charging reduced fees in Australia

164

Rural and regional branches as a percentage of total branches

52%

Number of customers who use rural and regional branches with reduced transaction fees in Australia

58,500

Fees forfeited across branches in rural areas

$1.5m

Number of giroPost outlets in Australia

3,235

Number of postal banking outlets in UK

14,240
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and Family Service – the pilot of five
regions is planned to double in the next
year (see page 21)
➤ developing a low cost insurance product
for car, house, and contents insurance for
Step UP customers – NAB and its general
insurance provider Allianz launched this in
November 2006
➤ expanding the community-based No
Interest Loan Schemes™ to provide $10
million as loan capital, as well as advocacy
with state governments, to encourage
support for the program. In May 2006,
the Victorian government committed to
investing an additional $4.7 million. NAB
has allocated $3.3 million as loan capital
for this purpose in Victoria.
Bank of New Zealand provides special
products for a number of different
demographic segments. This includes:
➤ retirees – through its Silver
Service Package
➤ youth – through a range of products:
Dynamic Money for people under 19,
Smart Money for 19 to 30 year-olds and
Student and Graduate Products
➤ a special transaction account for
not–for-profit organisations.

areas and we create brochures, banners and
posters to help bankers servicing different
ethnic communities.

A FEE SAVER ACCOUNT
Fee saver account for concession cardholders

During 2006, we developed a new account that cuts fees for our most financially vulnerable customers.
Feedback from the community and our own analysis showed that fees, particularly for overdrawn accounts or
dishonoured transactions, have the greatest impact on concession cardholders. From September 2006, people
who hold a NAB Concession Card Account will benefit from:
➤ no monthly account service fees
➤ no NAB transaction fees
➤ no reference fees
➤ no fees for dishonoured transactions
➤ no fees for failed periodical payments.
The new account also reduces the risk of customers overdrawing. It does not have an overdraft or
chequebook facility – but personal cheques can be issued free over the counter.

FINANCIAL LITERACY AND PLAIN
ENGLISH COMMUNICATION
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The large range and complexity of financial
products and services can make choosing
the right product confusing and difficult. This
means it is very important for us to provide
product and service information that is
simple, accurate and easy to understand.
Across the Group, we are working to
ensure all promotional material is easy to
understand and has minimal bank jargon.
We provide definitions, glossaries and
financial tools to help customers understand
our products. In Australia, we have online
tools including a budget planner and loan
calculator (visit www.nab.com.au to use
the loan calculator).
Bank of New Zealand now puts its
Internet content through formal customer
usability testing. Loan documents were
recently reviewed before the introduction of
the Credit Contracts and Consumer Finance
Act 2003 in New Zealand.
Our UK business has focused on
marketing communications. Plain English
is now incorporated in all marketing material
and agencies assisting us are contractually
committed to providing material in
plain English.
In Australia this year, we provided
customers with simple information on
different ways to pay bills and use banking
services to help customers minimise
banking fees. In the UK, our banks have
produced simple product fact sheets to
clearly outline our products and services.
We also produce Life Events Guides to help
customers better understand how to get the
right banking products to meet their financial
needs. These are available for free online and
in branches.
In New Zealand, we conduct customer
useability studies for all new products and
services to ensure that they are easy for
customers to use. We have enhanced our
online offering and are now providing a
number of new services such as text and
email alerts about account balances.

Fee saver account for community groups

In Australia, we launched a new bank account in May 2006 to meet the day-to-day banking needs of
community groups and not-for-profit organisations. Our Community Fee Saver Account is a fully functional
transaction account with no account service or transaction fees. It does have some ATM fees. The account
has been introduced after detailed research on the banking needs of community groups.
Our research showed that for small not-for-profit community groups, bank fees were a major issue – given
the effort required to raise funds. Account and transaction fees were seen to be taking away from the
community. The new account is part of our overall commitment to the community sector.
This year, we wrote to all our existing community group customers offering them the opportunity to
switch to a fee saving account. These customers were previously paying a monthly account service fee and
transactions fees, some of which may have been rebated.

FINANCIAL HARDSHIP

BANKING FEES AND CHARGES

We aim to make sure that the information
we provide, our credit policies and our
employee training all combine to help
customers avoid financial hardship. Even
so, this outcome is sometimes difficult to
avoid. So we have a comprehensive process
to help customers manage through financial
hardship. Bankers and collections teams are
specially trained to discuss the needs and
issues of customers with difficulties.
We are committed to working with
customers experiencing hardship to help
them with a repayment program to suit
their circumstances.

The issues around retail banking fees and
charges concern the level and fairness of
fees – particularly for people or communities
that are vulnerable or isolated. In Australia,
we introduced a number of new initiatives
to address this concern, see highlight
box above. We also developed a ‘ten tips’
brochure to help our customers avoid
fees and charges on personal transaction
accounts (see www.nab.com.au). We
removed fees on our Australian concession
card and community saver accounts.

FEES AND CHARGES

Fees and charges continue to be a matter
of concern for our customers and other
stakeholders. This is an area where we are
endeavouring to be more responsive and
transparent.

TAKE CONTROL OF YOUR FINANCES
To try to reduce the likelihood of our customers experiencing financial hardship, our Australian business ran
a campaign – ‘Take control of your finances’ for the 2005 Christmas season.
Customers were encouraged to take five steps to get their finances back on track in 2006. These were:
1. Understand your financial situation – list all your debts and monthly repayments
2. Shop around to find the best financial solution to help you control debt
3. Be honest with yourself – if you consolidate debt in a personal loan, then make sure you close down your
old credit or store cards so you don’t have additional temptation
4. Take the time to understand the terms and conditions of potential products – for a personal loan make sure
it allows you to pay off your debt early without incurring penalties
5. Stick to your repayment plan and write a budget using the NAB’s online budget planner to keep yourself
on track.

WEALTH MANAGEMENT FEE
DISCLOSURE AND CONFLICT
OF INTEREST

Fee disclosure and conflicts of interest are
important issues to customers using financial
planning and wealth management services.
There are two main differences between a
fee for service and a commission:
➤ ‘fee for service’ means that a fee is
agreed between the adviser and the
client – rather than between the adviser
and the organisation that issues the
investment product
➤ clients can decide to stop paying the fee if
they do not want further advice.
These qualities reflect the Financial Planning
Association of Australia’s Conflict of
Interest Principles that we were involved in
developing last year.
Fee for service ensures that the
client has control of adviser remuneration
and ensures that advisers have a much
simpler conversation about how they will
be remunerated. When a client pays for
service with an explicit fee, there can be no

confusion about: how much they are paying,
who they are paying the money to, or the
services they are receiving for their money.
By separating the adviser’s fee from the
investment product, the risk of a conflict
of interest is significantly reduced – because
the adviser will generally receive
the same fee regardless of the investments
they recommend.
During the past few years, our
Australian wealth management subsidiary
MLC has worked to remove potential for
bias and conflicts from our wealth
management services.

Changes at a licensee level:
➤ removed bias in licensee splits for
Godfrey Pembroke, Garvan, Apogee and
MLC Financial Planning – which removes
incentive to sell MLC product over other
products on the recommended lists
➤ removed preferential pricing for the sale of
in-house products or platforms in National
Australia Financial Planning
➤ established a separate governance
board for our Australian financial
services licensees
➤ introduced Advice Pay – a custom online
fee collection system which enables both
direct debit and credit card transactions
online – further supporting advisers in their
transition to a fee-for-service pricing model
➤ one of our wholly owned financial planning
subsidiaries Godfrey Pembroke Limited
(GPL) moved to a fee for service only
model on investment advice for all new
clients from 1 October 2006.

FRAUD PREVENTION

Fraud and basic criminal intent are
ever present. The only changes are
the mechanisms and the manner and
sophistication. A significant issue currently
facing the banking industry is Internet fraud.
We are introducing electronic solutions to
prevent and detect this activity. These are
proving successful – but fraud continues to
be a ‘moving target’. It is time-consuming

and requires considerable computer and
personnel resource.
During 2006, Bank of New Zealand
experienced some skimming of credit and
debit cards at certain ATMs. As a precaution,
all cards used at these machines were
deactivated. Customers were contacted and
replacement cards issued. Any customer
suffering financial loss as a result of the
skimming was reimbursed. Later, we fitted
all ATM machines with additional security
devices – including an internal monitoring
system looking for suspect activity. During
this period, we worked closely with the
police and other banks to deal with this
industry-wide issue.
We have policies that govern all our

Bank of New Zealand became the first bank in the Asia
Pacific to install a ‘green sleeve’ security device on its
nationwide network of more than 400 ATM machines.

businesses including our Group Fraud and
Corruption Policy. This requires all business
units to conduct a fraud and corruption
risk assessment as part of business risk
management and to design and implement
an appropriate risk management strategy.
We also have a Group Operational Risk Event
Management Policy that specifies fraud loss
events and control failure must be recorded.
As part of our Group Risk Assessment
and Approval Policy, new initiatives are
subject to a risk assessment and approval
process and fraud risks must be identified

and appropriate risk reducing features
accepted by stakeholders. Another important
internal aspect of our fraud control is our
Code of Conduct with which all employees
must comply. A copy is available on our
Group website . Probity checking is also
compulsory for new staff and staff moving
into specific internal roles.
In our UK businesses, we annually
review fraud risks to assess the adequacy of
controls. These reviews include considering
adequacy of current fraud procedures,
segregation of duties and access control
to systems.
An annual fraud threat assessment is
undertaken to identify risks in the industry
and to gauge the banks’ possible exposure.
Due to our UK business’ risk and operational
profile, our losses are considerably less
than the published industry averages. We
continue to invest in systems and controls
to reduce loss. Last year, we implemented a
debit card fraud detection system.
nabCapital has operational controls
for front, middle and back office and
management. These procedures support
policy statements on segregation of duties.
They also cover the limited circumstances in
which third-party payments may be made,
the requirement for voice recording, access
to client/counterparty information, and
suspicious transaction reporting. nabCapital
also has Compliance and Adherence, and
Segregation of Duties Policies.
MOVING FORWARD

Planned actions for 2007 include:
➤ reviewing our Australian accommodation
standards with the help of external
consultants with reference to strategies
designed to enhance usage of all sites by
people with disabilities
➤ developing a service in the UK that allows
customers to apply for a mortgage or
current account through a channel of
their choice.
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The actions that have been taken include:
Changes at a product level:
➤ launched fee for service versions of
MasterKey (MasterKey Fundamentals)
– with no commissions built into the
platforms (see Case Study right)
➤ separated product and advice fees in
Product Disclosure Statements and
promotional material for MasterKey and
MasterKey Custom
➤ passed rebates received from fund
managers on the MasterKey and
MasterKey Custom platforms straight back
to investors so as to reduce their costs
➤ removed exit fee products from sale
in 2005.

CUSTOMER CHOICE ON FEE FOR SERVICE
An increasing number of customers want to pay for financial advice via a separate advice fee – rather than
through commissions. We are responding to help customers and advisers.
In March this year, MLC announced the launch of MasterKey Fundamentals – a fee-for-service version of
the MLC MasterKey platform. Instead of paying commissions, the new product allows the adviser to charge a
fee agreed with the customer.
This option makes charging a fee for service a simpler and more transparent process for customers. It
unbundles advice, product and administration fees and clearly discloses these fees on clients’ statements.
During 2006, more than 3,000 advisers charged a fee for service and more than 30% of MLC’s business
came from advisers using a fee for service model. In the current environment, where the virtues of
commission versus fee-for-service remuneration models are being hotly debated, it is important to give
financial planners the flexibility to charge their customers in the way the customer chooses.
There will always be some clients who want to pay for advice via commissions and others who would
prefer to pay a separate fee. What matters is that we give advisers the tools to offer customers choice
and flexibility.

AT A G L A N C E
New CSR procurement policy adopted
Offshoring pilot program completed
New procurement supplier in UK
Suppliers involved in our CSR reporting process

S UP P LY CHA I N

Working with our suppliers
OUR SUPPLY CHAIN CONTRIBUTES TO OUR CORPORATE SOCIAL RESPONSIBILITY PERFORMANCE
AND OUR SUPPLY RELATIONSHIPS CAN ADD TO OR DETRACT FROM OUR REPUTATION
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By working with our suppliers to manage our
direct and indirect social and environmental
impacts, we believe we can reduce risks
from our supply chain and make a positive
difference to the communities in which
we operate.
During 2006, challenges we addressed
included offshoring a small part of our
Australian operations and outsourcing
elements of our UK procurement function
(see page 46). We also introduced a new
CSR procurement policy. These and other
elements of our supply chain management
are discussed in the following section. The
highlight box below updates on some of the
planned actions we reported in our 2005
CSR Report.
OUR SUPPLY CHAIN – THE FACTS

In 2006, NAB’s supply chain involved over
51,000 suppliers globally. Our regional19
procurement teams were involved in more
than $2,356 million of the Group’s external
spend — about 52% of our estimated total

spend for goods, materials and services.
This gives our procurement processes
significant potential to influence suppliers.
Our total global spend on suppliers was
around $4,491 million.
Although we have no formal policy,
NAB sources many products and services
from local suppliers. For example, in the
UK we generally use local suppliers unless
the relevant goods or services provision
is negotiated as part of a master contract
negotiated for the Group.
OFFSHORING – PILOT PROGRAM

In October 2005, NAB ran a pilot program to
offshore 24 accounts payable roles to third
party supplier Accenture, in Bangalore, India.
The pilot aimed to build our understanding of
the potential benefits of offshoring. A team
of seven accounts payable employees were
retained in Australia. While it is still early
days, initial benefits include: reduced error
rates; increased visibility and tracking of
invoices; fewer duplicate payments; and the

remaining onshore team having more time
to work on value-added analysis and
business engagement.
Based on the initial results, the program
will be extended to include an additional
81 finance roles by April 2007. The roles
involve validating and converting data
into reports, data entry, and procurement
administration. The plans do not involve
customer-contact roles.
Selecting the right vendor was critical.
We selected Accenture for the quality of its
people, its recruitment processes, low staff
turnover, work environment, service offering,
quality standards and data security. As
part of the selection, our team visited India
several times to check that Accenture upheld
our policies on Fair International Workplace
Standards and other issues.
In addition, we have also entered into an
agreement with third party supplier, Genpact
to transition about 70 roles in the credit
cards processing area. These roles will be
performed in Jaipur, India.

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Release a new Group-wide CSR procurement policy and
implement it in our regions

Policy adopted in New Zealand and Australia by 30 June 2006. Adoption to take place in
the UK in October 2006, in conjunction with new outsourcing arrangements with Xchanging
Procurement Services.

Train our procurement specialists in CSR

Briefings were provided for key suppliers assisting with monitoring and managing our
environmental performance in Australia and New Zealand.

Educate our suppliers about the new policy

Done in Australia and New Zealand through the tender and supplier questionnaire
processes. Our facilities managers were informed during the development process through
our Environmental Management Committee. Now wider communication will occur.

Continue our participation in the Australian Research
Institute in Education for Sustainability (ARIES) project

Completed June 2006, see page 47.

Improve our systems for monitoring CSR performance
metrics for our supply chain management.

We made Group-wide improvements to reporting on supply chain metrics for our CSR
Report. In Australia and New Zealand, we improved our contract management database to
track CSR related clauses in supply contracts. A monthly reporting regime has also been
established in the UK. Xchanging Procurement Services will assist the UK business in
compilation of data for future CSR reports.

19 Total

Status

procurement spend is defined in the UK as total procurement spend after deduction of staff expenses, intra-company and non-trade transactions. In Australia, total procurement
spend includes intra-company transactions, but excludes staff expenses. Total spend is estimated from the total cost recorded for the supply of goods and services in our financial and
management systems across the Group.

We are working with our suppliers
to manage our direct and indirect
environmental and social impacts
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Bank of New Zealand works closely with its key
suppliers to find ways to reduce energy usage.
Ken Syme, energy management consultant from Smart
Power and Elizabeth Collins, Bank of New Zealand’s
Manager Operations and Business Performance
– Properties, discuss the audit result from a data logger
installed to monitor energy usage outside office hours.

TABLE 10: SUPPLY CHAIN STATISTICS

Region

Suppliers – Total
(Number estimated)

Suppliers with spend within
procurement areas direct
influence* – Total (Number)

Suppliers representing
80% of total spend
(Number)

Top 10 suppliers
– contribution to total
spend (%)

42,950

488

312

35

3,367

150

48

50

5,352

556

145

35

Australia**
New Zealand
United Kingdom
*

Suppliers with spend within procurement area direct influence means suppliers managed by the procurement function. Many small suppliers have no direct oversight by our
procurement functions.

**

The 2006 Australian procurement figures include our technology procurement spend. This makes the data set comparable across the three key regions in which we operate.

***

In the UK, the numbers of suppliers has decreased from 8,841in 2005 to 5,352 in 2006 as a consequence of finalisation of transitional arrangements following the sale of the Group’s
Irish banks to Danske Bank. A component of the reduction is also due to efforts to consolidate our supply base.

OUTSOURCING — NEW PROCUREMENT
SUPPLIER IN THE UK
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Outsourcing enables our businesses to
focus on what they do best while leveraging
the diverse and specialist skills of our
external providers.
This year in the UK, we selected
Xchanging Procurement Services (Xchanging)
as our sourcing provider. From 1 July 2006,
Xchanging will help us manage defined
categories of procurement spend and the
transactional procurement processing for
Clydesdale and Yorkshire Banks.
Xchanging’s responsibilities include
procurement activities for sourcing
categories including marketing, ATMs, travel,
recruitment, facilities/utilities management
and non-core technology. Xchanging will
also manage our UK business’ transactional
procurement activity — for example, order
raising, invoice processing, and delivering a
fully managed procure-to-pay service.
SUPPLY CHAIN — FIRST
ENVIRONMENTAL CONCERNS,
NOW FAIR WORKPLACES

Over the past three years we have been
introducing CSR considerations into our
supply chain management. In 2004, we
developed an environmental procurement
policy, which has helped us to select
suppliers who have better environmental
practices, procedures and policies. This
in turn has helped us to improve our
environmental performance over time.
In 2005, we developed our Commitment
to Fair International Workplace Practices
policy (see our Group website ). Following
this, in 2006, we have developed our CSR
procurement policy. This introduces broader
human rights and ethical considerations into
our supply chain management practices
(see our Group website ). Both our New
Zealand and Australian businesses adopted
the policy prior to 30 June 2006. Our UK
business adopted the policy in October
2006. The delay in the UK was due to the
need to have the policy supported by our
new procurement supplier. The UK business

has now written to key suppliers to advise
them of the new policy and updated their
supplier selection documentation with details
of the Group’s Corporate Principles and CSR
policies and requirements.
GOVERNANCE FOR OUR
PROCUREMENT ACTIVITIES

To enable our procurement teams to play
an active role in CSR, a procurement
representative from each of our regional
businesses (and from some key
suppliers) participate in our Environmental
Management Committee (EMC).
Each regional business regularly
reports on supply chain performance to
its senior management:
➤ Supply chain management is one of six
CSR priorities for Bank of New Zealand.
Therefore, supply chain performance
and CSR are reported to Bank of New
Zealand’s Executive Committee, on a
regular basis.
➤ In Australia, an Outsourcing Governance
Committee oversees all outsourcing
(including offshoring) projects. Senior
management of the Australian business is
regularly asked to endorse procurement
policies and to review other supply chain
matters on an as required basis at least
every quarter.

In the UK, a procurement and supply
chain management Service Review Board
has been developed and implemented as
part of our arrangements with Xchanging,
providing operational and executive
level oversight.
During 2006, our UK Strategic Sourcing
and Vendor Management team held
Certification from the Chartered Institute
of Purchasing and Supply (CIPS). This
recognises ‘Achievement of CIPS Certification
Standards of Excellence in Purchasing
Policies and Procedures’, and is recognised
as equivalent to ISO9000.

➤

MANAGING SUPPLY CHAIN
RELATIONSHIPS

Working with our suppliers to create mutual
value and to meet shared performance goals
is an important part of our procurement
process. This starts with the selection
process and is regular and ongoing. We
look to do business with like-minded
organisations with high ethical standards.
CSR IN THE SUPPLIER
SELECTION PROCESS

NAB operates a fair and equitable
procurement selection process. Our process
aims to clearly inform potential suppliers of
our expectations, policies and requirements,

CSR IN BANK OF NEW ZEALAND’S SUPPLY CHAIN
In 2006, Bank of New Zealand commenced a survey of its top 50 suppliers 20 to develop a better
understanding of suppliers’ CSR performance. This will be completed in 2007.
Bank of New Zealand commissioned SmartPower to help us better manage and monitor energy use. Over
time, this has developed into a mutually valuable relationship. In 2006, SmartPower performed energy audits
and assessments on a variety of sites throughout New Zealand. This process identified potential savings of
1,021,225 kWh of energy per year and greenhouse emission reduction of 637 tonnes CO2-e per year.
As a result, Bank of New Zealand is developing an energy efficiency plan for its building portfolio. Options
for action include: changing desktop power save features, switching off unnecessary lights and changes to
the heating, ventilation and air conditioning systems — so they only operate when required.
SmartPower has been involved in Bank of New Zealand’s internal CSR training sessions and together we
are building each other’s ability to reduce our impact on the environment.
20

This is the top 50 by spend, materiality or criticality of supply to our business’s operations.

which includes doing business with suppliers
that have sound environmental, workplace
and human rights practices. If a supply
contract has been put out for tender, then
supplier proposals are evaluated against a
pre-determined evaluation matrix, which
includes any relevant CSR criteria and
commercial requirements.
Across the Group, we include
environmental criteria in the tender
evaluation process. In Australia and New
Zealand (after last year’s pilot), our tender
process includes a CSR checklist asking
suppliers about their workplace, human
rights and environment practices. In the
UK, a CSR checklist will be implemented
next year as part of our new outsourced
procurement arrangements.
MONITORING SUPPLIER PERFORMANCE

TERMS OF BUSINESS

NAB normally awards contracts using
standard conditions and templates.

In September 2005, our UK business selected Becogent Limited to provide operational management of an
outsourced call centre for Clydesdale and Yorkshire Banks. Becogent took over call centre operations in March
2006. Agreed objectives for this new arrangement included working towards high customer satisfaction, low
staff attrition and absenteeism, and becoming a local employer of choice. Our UK business and Becogent have
worked together to monitor progress toward achieving these objectives. Actions undertaken to date include:
developing an agreed recruitment approach, transfer of Clydesdale and Yorkshire Banks’ training materials
to Becogent, and developing an agreed development and training process for employees, with links to a local
training college.

Contract terms require suppliers to meet
minimum regulatory requirements and
conditions relevant to the purchase. New
contracts contain clauses reflecting our
CSR requirements. Our current policy and
practices concerning payment of suppliers
is to agree to terms of payment during
contract negotiation.
INFORMING OUR
SUPPLIERS ABOUT CSR

There are various ways we help our suppliers
understand our CSR procurement practices
and requirements. For example:
➤ our facilities managers globally receive
updates and briefings as part of our
Environmental Management Committee
➤ our Australian facilities manager, United
Group Services, has attended training
with us on the new Energy Efficiency
Opportunities Act 2006 (Cth)
➤ Bank of New Zealand held a workshop in
May 2006 to help suppliers and internal
contributors understand the CSR reporting
process. Approximately 10 significant
supplier representatives attended the
session and built shared understanding
of what the Bank required in terms
of monitoring and measurement of
environmental impact.

MAKING CHANGE FOR SUSTAINABILITY

This year we completed an industry project
with the Australian Research Institute in
Education for Sustainability (ARIES) (refer
to www.aries.mq.edu.au/project.htm).
In the project, participants from ten major
organisations, including NAB, acquired skills
and tools to plan, motivate and manage
organisational change towards sustainability.
We focused on developing our CSR
procurement policy.
MOVING FORWARD

Planned actions for 2007 include:
➤ improve our supply chain management
systems for monitoring CSR performance
metrics
➤ report back on offshoring undertaken from
Australia
➤ progress implementation of the CSR
procurement policy, including further
engagement with suppliers
➤ introduce a supplier assessment
checklist for tender processes in the UK
covering workplace, human rights and
environmental practices.

TABLE 11: IMPLEMENTATION OF CSR IN OUR
PROCUREMENT PROCESS 1 JULY 2005 TO 30 JUNE 2006

Australia

New
Zealand

UK **

Number of tenders undertaken in period

63

6

5

Number of tenders requiring an environmental checklist to be completed by supplier in the reporting period

19

6

0

Number of tenders requiring a social screening checklist to be completed by supplier in the reporting period

6

6

0

Number of tenders requiring an Occupational Health and Safety checklist to be completed by supplier in the
reporting period

18

6

0

Number of new supply contracts entered in the reporting period with specific clauses related to corporate
social responsibility performance (social and/or environmental performance)

38

13

0

Value of contracts* containing either environmental or social reporting and performance requirements or both
($ million)

130

112

0

Percentage of top 50 major suppliers and contractors that have undergone screening on human rights (core)

0%

16%

0%

*

Value of contracts means the estimated annualised spend for contracts containing clauses with CSR requirements (environmental and/or social).

**

A change freeze on certain procurement activity was agreed in February 2006 to ensure the Xchanging were able to undertake a fair due diligence process for the UK business’ indirect
procurement needs.
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Monitoring our suppliers’ performance is an
important aspect of the ongoing relationship.
Each regional business monitors supplier
performance through their day-to-day
relationships with suppliers. Our policy is
first to ensure our suppliers are aware of
important environmental, social and ethical
risks and opportunities and then to work
with them to address any issues. We have
begun this supplier education process with
key suppliers that help us to manage our
environmental and social performance,
or that have gone through recent tender
processes.
A number of our suppliers, including
our facilities managers, help us to monitor
and to improve our own CSR performance.
We value their assistance.

WORKING WITH OUR UK SUPPLIERS

AT A G L A N C E
Decreased energy consumption in Australia by 9.1%
Purchased 100% climate change levy exempt
power in the UK
Changes made to Australian car fleet will result in
reduced greenhouse emissions
Energy assessments completed in New Zealand
Financing of renewable energy development continues
E N VIRONMENT

Helping to protect the
world we live in
WE ARE COMMITTED TO MAKING A CONTRIBUTION TO THE SUSTAINABILITY OF OUR PLANET BY
REDUCING BOTH OUR DIRECT AND INDIRECT ENVIRONMENTAL IMPACTS
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Climate change, water scarcity and
biodiversity loss, are a few of the many
environmental issues that threaten the longterm success of business and the economic
and social sustainability of our communities
and the planet.
Reducing the direct impact our
operations have on the environment is the
first step we can take towards sustainability
of our planet. So we are working to use
resources more efficiently and to reduce the
waste and greenhouse pollution we produce.
This can add value to our financial bottom
line as well.
The second step is reducing our indirect
environmental impact by managing our
products and services (see pages 53-56) and
our supply chain (see pages 44-47).
Also, we are actively involved in global
finance sector and industry-led initiatives
such as:
➤ the Carbon Disclosure Project
➤ the United Nations Environment Program
Statement for Financial Institutions (UNEPFI) (www.unepfi.org). Further information
on our UNEP-FI activities is available on our
Group website 

In this section of our Report, we outline
our environmental performance for the
2006 year (1 July 2005 to 30 June 2006)
and discuss how we manage our indirect
impacts through our products and services.
The highlight box below updates on some of
the planned actions that we reported in our
2005 CSR Report. Information in this section
of the Report is reported for the period
corresponding to year end 30 June 2006.
ENVIRONMENTAL GOVERNANCE
AND MANAGEMENT

Our Environmental Policy has six key
elements to guide how we manage
our direct and indirect impacts on the
environment (see our Group website ).
Our policy and management system
covers: compliance with legislation; reducing
our environmental footprint, considering
environmental risk in our products and
services, building the environmental
awareness of our employees and
stakeholders, and measuring and reporting
publicly on our performance.
Key environmental risks and issues,
along with other CSR related issues, are

reported through our Group Operational
Risk and Compliance Committee (refer also
Figure 6, page 12).
In the last year, Bank of New Zealand’s
leadership team nominated a member with
responsibility for environmental performance.
This representative sits on the Bank’s CSR
Council. Bank of New Zealand also has a
person with responsibility for environmental
performance on its CSR Working Group. A
quarterly report on environmental performance
is submitted to Bank of New Zealand
Executive Committee.
Group-wide environmental policy
development and oversight is provided
through a Group-wide Environment
Management Committee (EMC) which
meets bimonthly (see Figure 4, page 10).
Day-to-day environmental management is
carried out by relevant business units in
consultation with CSR personnel. For more
information, see page 50 and the supply chain
section, pages 44-47.
This year our EMC included
representatives from our facilities managers in
the three key geographies in which we operate
(see our Group website ) and has overseen:

PROGRESS ON PLANNED ACTIONS FROM 2005
Actions

Comments

Further improving our ability to measure
and monitor our environmental performance

We have improved and standardised our environmental reporting templates during
the year. Our Australian business has worked with our facilities manager to improve
the robustness of our energy and greenhouse reporting. See page 50.

Implement initiatives to reduce energy use,
paper use and waste

A number of initiatives have been implemented across the Group to reduce energy
use, paper use and waste. See page 50-51 & 53.

Investigate opportunities to increase use
of green energy

Our UK business is now purchasing 100% climate charge levy exempt power.
Our Australian business asked energy retailers to provide information on renewable
energy options. See page 50.

Investigating the viability of extending environmental and social
assessment to an increased proportion of our lending and
consulting with stakeholders to develop a shared understanding
of how these impacts can be better reported

We held a workshop with stakeholders to discuss the issue of indirect social
and environmental impacts of lending and how they can be better reported.
See page 54

Status

We provide access to capital to facilitate
economic and infrastructure development
including renewable technologies, which
contribute to reduced environmental
impact and greenhouse emissions
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Woolnorth Bluff Point Wind Farm in North West Tasmania,
project financed by nabCapital, is the first transaction of its kind
in Australia where a wind farm has been funded on a project
finance basis without the electricity being sold under a longterm fixed price contract. Woolnorth is one of the largest wind
farms in Australia, generating 2.5% of Tasmania’s electricity
supply and supplying power for more than 28,000 homes.

MANAGING OUR DIRECT IMPACTS
– OUR ENVIRONMENTAL FOOTPRINT
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Our major direct environmental impacts arise
from our building use, from equipment we
use and our day-to-day activities. Our key
activities that lead to direct environmental
aspects and impacts include:
➤ selecting, fitting-out and operating
buildings (including using back-up
generators, heating, cooling and
ventilation)
➤ office activities generating waste requiring
disposal or recycling including paper, toner
cartridges, packaging and general waste
➤ maintenance and cleaning
➤ selecting, operating and maintaining
electrical equipment — in particular the
data centres and computers
➤ travel (by land and air).
Our Environmental Management System
(EMS) records these activities and our key
environmental aspects and impacts (see
our Group website ). Our major direct
environmental impacts include generating
greenhouse emissions through energy use
and waste disposal to landfill.
OUR ENVIRONMENTAL
PERFORMANCE IN 2006

This year we continued to improve how
we monitor and manage our environmental
performance. Key suppliers are working with
us to provide data on our environmental
performance. This will help us better monitor
trends and track progress of our resource
reduction and recycling.
We also progressed programs to reduce
our environmental footprint. This included:
➤ continued assistance to our staff for travel
by public transport in Australia and the UK
➤ options for shareholders and customers
to help us reduce our environmental
impact through electing to receive
electronic copies of bank statements and
annual reports (see information on eTree,
page 52).
Table 12, page 51 summarises our
environmental performance results.

Energy use and greenhouse emissions
In 2006, we improved our ability to report
on energy use in Australia. Our facilities
manager developed a tool to query our
energy-use data and helped us to transfer to
electronic billing for some of our energy use.
This will improve the timeliness of our data
receipt and reduce potential for errors. We
also developed a plan to facilitate continuous
improvement in the environmental
performance of our Australian business
head office.
Bank of New Zealand’s energy
management contractor helped us verify
our energy invoices and to audit our energy
use at representative sites. In the next year,
we will begin phased implementation of
energy efficiency initiatives throughout our
building portfolio based on these audits. We
have identified ways to reduce energy and
greenhouse emissions by 1021 GJ and 637
tCO2-e per year – with an average payback of
one year. This will include optimising heating,
ventilation and cooling (HVAC) and delamping
throughout our New Zealand building
portfolio. Our Australian business is planning
similar audits in 2007.
Our energy use in Australia has
decreased by 9.1% – primarily due to a
consolidation of our property portfolio. This
also contributed to a 10.5% decrease in
stationary energy greenhouse emissions and
an improvement in energy intensity.
In Australia this year, we began a lighting
relamping program in our most energy
intensive site. We expect this will save 47
kW per hour. Further opportunities to relamp
other sites will be identified in 2007. During
the reporting period, we asked our energy
retailers to provide options for green energy
purchase. These are being evaluated.
In 2006, Bank of New Zealand had a
small increase in energy use due to an
increase in its property portfolio. Energy
efficiency initiatives have helped to minimise
this increase and to improve the energy
intensity per m2 of property in New Zealand.
The initiatives include the roll-out of a new
computer desktop environment which
enables employees to turn off their personal
computers at night and to use the power
save function.
In New Zealand, around 71% of the
energy supply mix is from renewable
energy sources — including hydro, wind
and geothermal generation. Therefore,
there is no specific ‘green energy’ product
available for purchase. Bank of New Zealand
has decreased its stationary energy-related
greenhouse emissions by 10.3%. This is
largely due to an increase in renewable
energy in the grid-supplied energy mix.
During 2006, our UK business increased
energy use by 0.82%. This remained
relatively constant through continued
implementation of energy efficiency
initiatives including:

installing new boilers at 14 sites – this is
expected to reduce boiler gas use by 10%
at these sites
➤ installing new air conditioning heat pumps
at 20 sites – this will reduce the volume
of ozone depleting substances stored in
air conditioning equipment and decrease
electricity use by 75% compared to the old
equipment at these sites
➤ installing 1,735 LCD monitors to replace
CRT monitors used by staff in commercial
office locations – this is expected to
decrease computer screen energy use by
around 30%.
Our UK business renegotiated its energy
supply contracts for the whole of its
operations. 100% of the energy we purchase
in the UK is now from Climate Change
Levy exempt sources. 54.7% is from new
renewable energy and 42.6% is from
combined heat and power sources. This
has helped reduce our greenhouse intensity
(by 46%) and greenhouse emissions from
stationary energy use in 2006.
Figure 22 shows the change in our
purchase of renewable energy over the past
three years in New Zealand and the UK. As
previously mentioned, we do not currently
purchase green energy in Australia.
➤

40,000
MWh of renewable energy

continued improvement in how we
manage and report environmental data
➤ development of a CSR procurement policy
(see Group website ), which replaces
our environmental procurement policy
and covers broader human rights and
workplace considerations such as health
and safety
➤ a review of the environmental legislation
in New Zealand, Australia and the
UK – including the Energy Efficiency
Opportunities Act 2006 (Cth) which came
into effect on 1 July 2006. Under the Act,
we must report on our Australian energy
efficiency assessments and energy use.
➤

36,483
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25,000
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FIGURE 22: TOTAL RENEWABLE ENERGY
PURCHASED IN NEW ZEALAND AND THE UK
(AS AT 30 JUNE 2006)

Transport and travel
Air and land travel is a source of our direct
and indirect energy use and greenhouse
emissions. Across the Group, our businesses
have travel policies that require staff to
consider using tele and video conferencing
as a first option. This means the majority
of our meetings across the Group use
technology.
In Australia, during 2006, we decided
to restructure our job-required car fleet so
that 50% of the fleet will move from sixcylinder vehicles to four-cylinder vehicles
over the next three years. This will give us
environmental as well as economic returns.
We expect this to reduce our job-required car
fleet greenhouse emissions by at least 5%
over next three years.

TABLE 12: OUR ENVIRONMENTAL PERFORMANCE SUMMARY (AS AT 30 JUNE 2006)

Environmental Aspect

Australia
2006

New Zealand

United Kingdom

2005

2004

2006

2005

2004

2006

2005

2004

23,803

24,524

4,764

4,755

4,719

9,764

9,988

10,351

765,006

699,225

160,998

141,218

143,194

259,722

259,184

270,140

699,558

736,085

96,109

93,902

86,854

323,163

320,544

356,047

0.91

0.91

1.05

0.60

0.66

0.61

1.24

1.24

1.32

840

819

799

503

465

496

232

283

293

Total travel – job-required
vehicles (kms)

19,570,300

20,017,650

24,231,338

12,489,824

10,986,978

10,262,151

4,480,546

5,507,369

5,700,517

Total air travel (km)

93,270,378

NA

12,233,928

12,354,327

13,367,095

20,984,397

24,433,674

29,601,726

FTE

24,632

Property space occupied
(m2)

*

714,375

*

650,088

##

Energy
Total stationary energy
consumption (GJ)
Stationary energy
consumption GJ/m2 property
occupied
Work-related transport
No. of job-required vehicles

**

76,013,904

51

Greenhouse emissions
214,479

239,733

242,341

4,262

4,755

3,592

8,851

16,303

24,045

Fuel-related greenhouse
emissions (land travel)
(tCO2 -e)

5,644

5,732

5,545

3,189

2,720

2,728

1,321

1,556

1,610

Greenhouse emissions
due to air travel (tCO2 -e)
– estimate***

9,500

6953

NA

1,228

NA

NA

2,789

NA

NA

Stationary energy
greenhouse emissions
(tCO2 -e)/m2

0.30

0.31

0.35

0.03

0.03

0.03

0.03

0.06

0.09

Greenhouse emissions per
tool of trade vehicle
(tCO2 -e)

7.28

7.00

6.94

4.01

5.85

5.50

5.69

5.50

5.49

Total A4 copy paper
purchased (tonnes)#

1,282

1,254

1,309

273

266

238

516

522

Not
reported****

% A4 paper used with ECF or
ETF bleached pulp fibre

100%

100%

NA

100%

100%

NA

100%

100%

NA

52.0

52.7

53.4

61.9

55.9

50.4

54.6

52.3

49.0

5,517

5,938

1,189

1,019

1,051

1,060

1,276

1,932

2,030

Greenhouse intensity measures

Paper

A4 paper use per FTE
(kg/FTE)
Waste and recycling
Paper collected and recycled
(tonnes) – estimated###

*

The 2005 Australian building portfolio area has been updated to allow comparison to 2006 portfolio area as we have now included area for offsite ATMs for which we pay electricity
bills. This has resulted in an increase in 2005 area from 764,881m2 to 765,006m2. 2004 portfolio area has not been restated.

**

The Australian total air travel figure for 2005 has been re-stated due to an error in data provided by a third party supplier. This has resulted in an increase in air travel from 39,205,781 kms
to 76,013,904 kms.

***

The estimated greenhouse emissions due to air travel (tCO2-e) have been calculated for this first time this year using an air miles calculator provided by the Australian Greenhouse
Office. We were also able to estimate the Australian greenhouse emissions for air travel in 2005.

****

Not reported – data for United Kingdom has not been reported for 2004 where the figures included Irish bank data.

NA

Means not available

#

A4 paper stock used in the UK has a minimum 20% de-inked post consumer waste content. In Australia, the A4 paper stock used from 1 July 2005 to 31 December 2005 had a 50%
recycled content of which a minimum was 65% post consumer waste. From January 2006, A4 paper stock used in Australia no longer contained recycled content.

##

Due to improvements in data management, involving property and meter identification, we identified some double-counting in the Australian 2005 energy data. The 2005 figure has
therefore been reviewed, recalculated and restated, resulting in a reduction of 736,085 GJ to 699,558 GJ.

###

The recycling of our office-based paper waste means this waste is diverted from landfill.

ENVIRONMENT

Stationary energy-related
greenhouse emissions
(tCO2 -e)

kl of water per annum

2006

2005

2004

600,841
718,498

21

702,359

The sample used to estimate total water use in 2005 consisted of 31 properties representing 13.3% of the portfolio by area.
The 2006 sample consisted of 39 properties representing over 32% of the portfolio by area. The 2006 sample is comprised
of network and non-network high, medium and low-rise properties in both rural and metro areas of all States and Territories
for which data is available. It is considered to be more representative of total water use than the previous sample.

FIGURE 23: TREND IN AUSTRALIAN WATER USAGE DATA 2004 TO 2006 (AS AT 30 JUNE) 21
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Bank of New Zealand’s car fleet is 51%,
job-required four-cylinder vehicles. This
is a deliberate choice to downsize cars in
the fleet and reduce costs, improve fuel
efficiency and subsequently benefit from
reduced greenhouse emissions. Our UK fleet
is mainly four-cylinder vehicles.
In both Australia and the UK, we continue
to support our employees who use public
transport by offering them a no-interest
loan for annual public transport tickets. This
year, at June 30 2006, 1,433 employees in
Australia had used this no-interest loan.
Water use
Water use continues to be the most difficult
area of resource use for us to monitor and
manage. Our water-usage data is largely
inaccessible as it is part of generic rental
outgoings in tenancy agreements.
In New Zealand, this access is also
inhibited because much of New Zealand does
not charge for water on a user-pays basis.
This means we cannot gain access to wateruse data in New Zealand, to report on it.
In Australia, we have increased our
access to water-use data, and now have a
representative sample of 32% of our building
portfolio by floor area. Our Australian water
use appears to have decreased (see Figure
23), but we believe this is largely due to
the improved sample size. During the year,
we implemented further water efficiency
initiatives in our Docklands building. This
included installing flow restrictors in all
showers, hand basins and kitchen taps.
In the UK, we have been unable to report
our water use this year. We have outsourced
the provision of this data to a third-party
supplier and have not yet been satisfied
that the systems in place provide reliable
reporting on this data. We are working with
our supplier to remedy this situation and aim
to report both 2006 and 2007 UK water-use
data in our 2007 CSR Report. During the year,
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infra-red taps and urinal and toilet flushing
devices were installed in head office sites
in Leeds and Glasgow. These initiatives are
expected to reduce water use at these sites
by around 10%.
Paper use
Paper continues to be the most significant
single material input to our business. We use
paper in the office and in the production of
customer information documents. Reducing
paper use and then recycling it provides both
an environmental and economic benefit.
It reduces energy and materials use in
our supply chain and space taken up, and
greenhouse emissions generated, when it is
disposed of to landfill.
A4 paper use is a major component
of our office-based paper use. Across the
Group, we are implementing requirements
for printers and photocopiers to print doublesided. A4 paper use statistics are shown in
Table 12.
The paper our businesses buy contains
virgin pulp produced from sustainably
managed forests. In the UK, the A4 paper
stock we use contains 20% de-inked post
consumer waste content. Until the end of
December 2005, the majority of A4 paper
stock used in Australia contained 50%
recycled content. However, in late 2005, our
Australian business reviewed the business
case for using A4 with recycled content
due to significant changes in pricing of
available Australian-made A4 paper stock.
Following this review, the business decided
to discontinue use of this product.
During 2006, we have implemented a
number of initiatives to reduce paper use
including introducing:
➤ e-invoicing for services supplied by two
key Australian suppliers
➤ an option for Bank of New Zealand’s
customers to receive bank statements
electronically via Internet banking in April

Shareholder registration to receive electronic copies of Annual Reports had increased to 5.01% as at 30 September 2006.

2006 — 20,000 customers had chosen this
option at 30 June 2006
➤ digital archiving of Bank of New Zealand
statement records in January 2006.
We continue to print our Annual Report
suite on 55% recycled paper stock. At 30
June 2006, 3.13% of our shareholders 22 had
registered to receive their annual reports
electronically. For every registration, NAB
donates up to $2 to support revegetation
and reforestation projects in Australia.
A total of $8,823 had been
donated for the year ending
30 June 2006, which has
paid for the planting of
approximately 17,700 trees.
®

Waste management and recycling
In Australia this year, we moved to a
consolidated waste management and
reporting service model. This will allow us
to better meet our environmental objectives.
This process led to the appointment of
two waste recycling contractors, that will
commence providing our waste services by
August 2006. These two contractors replaced
over 30 waste contractors and will enable
us to develop an improved management
framework for waste management and
reduction programs across our Australian
building portfolio. In Australia, we currently
recycle office paper including security waste
paper, co-mingled recyclables and toner
cartridges, corks, building construction waste
and furniture that is no longer required. In
2006, our Australian business diverted 6,536
tonnes of waste from landfill to recycling,
including 5,517 tonnes of office paper (see
Table 12)
In the UK, we have selected a single
supplier for confidential paper waste
destruction and recycling. This becomes
effective in November 2006. In 2006, we
collected and recycled 1,276 tonnes of
confidential waste paper. In 2007, we will
look at opportunities to expand the services
provided by our new waste contractor to
cover recycling of other office waste such
as general office paper, cardboard, bottles
and cans.
In New Zealand, we are unable to access
waste data for waste sent to landfill. We
are working with our facilities manager to
be able to collect this information and to
introduce a waste management strategy.
During the year, a number of business units
within Bank of New Zealand trialed recycling
of co-mingled waste with a local recycling
company. In 2006, Bank of New Zealand
collected and recycled 1,019 tonnes of
confidential waste paper.
Bank of New Zealand currently recycles
its security waste paper and business

banking deposit bags. The deposit bags are
converted into plastic reels and conduit.
Bank of New Zealand also recycles printer
toner and cartridges, some office furniture,
and has a policy for disposing of technologyrelated equipment through a supplier that
processes the equipment for resale, donation
and recycling.
Figure 24 shows an estimate of the total
quantity of waste sent to landfill in Australia
and the UK.

6,322

5,899

2,827
2,228

2004
Australia

2005

2,034

2006

United Kingdom

* The total tonnage estimated in 2005 for Australian waste
was based on waste data collected of a 13-week period at
a sample of 43 sites and extrapolated to estimate waste
to landfill for the whole property portfolio area. In 2006,
waste data was collected for the entire year from 39 of
the 43 sites and extrapolated to the entire portfolio area.
These sites represent approximately 17% of the building
portfolio by area.

FIGURE 24: TOTAL WASTE TO LANDFILL
– ESTIMATE (TONNES)

Fines and penalties
No environmental fines or penalties were
imposed on any member of the Group in
the 2006 reporting period, nor in the
previous year.

IMPROVING OUR OFFICE ENVIRONMENT
In 2006, our UK business partially refurbished its Clydesdale Bank head office in Glasgow. This involved
a £7 million investment in the physical and technology infrastructure of approximately 50,000 sq ft of offices
that accommodate nearly 650 staff. The rest of the head office is being refurbished with another £5 million
investment and is due to be completed at the end of September 2006, with 300 more staff accommodated.
As part of this investment, a number of energy efficient initiatives have been deployed including:
➤ replacing heating plant equipment with new boiler plant to reduce load and increase operating efficiency
— this is expected to reduce gas usage by 10-15%
➤ upgrading main ventilation and cooling plant control systems to maximise operating efficiency — expected
to reduce electricity usage by 8-10%
➤ all lighting in office areas controlled by passive infra-red detection
➤ installing Power Factor Correction on incoming supply to allow electricity to be used at a more efficient rate
— expected to reduce electricity use by 10-15%
➤ installing infra-red sensor taps and flushing devices in toilets — this is expected to reduce water usage
by 10-12%
➤ centralised facility points reducing the number of printer and photocopier units by 60% and so reducing
electricity usage
➤ replacing CRT monitors with flat screen monitors, which is expected to reduce desktop heat emissions and
energy use by around 30%.
Bank of New Zealand’s new corporate head office in Auckland to be completed in 2009, will include
environmentally sustainable design.
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Trade effluent discharge
As a consequence of operating HVAC
systems and kitchens, the NAB is responsible
for a small quantity of trade effluent
discharged to sewer. The majority of this
waste water is discharged as a result of the
operation of cooling towers. In 2006, the
volume of waste water discharged to sewer
via consents was 363 kL in Australia.
Biodiversity
NAB contributes to preservation of
biodiversity through the Save the Kiwi
program in New Zealand (see page 21).
In Australia, we work with Conservation
Volunteers to rehabilitate Australian natural
habitat through our volunteering program.
MANAGING INDIRECT
ENVIRONMENTAL IMPACTS

As a financial institution, we can have indirect
impacts on the environment and society
through the way we manage our supply
chain and the policies and processes we
have in place to facilitate investment and the
provision of loan financing.
This section provides information on our
Socially Responsible Investment (SRI) fund
offerings and it overviews how we manage
environmental and social risks through our
lending processes. For information on how
we manage supply chain impacts, see
pages 44-47.
MANAGING ENVIRONMENTAL AND
SOCIAL RISK IN LENDING

Since 1992, NAB has had environmental credit
risk assessment policies and processes.
These help protect our investment, and are
consistent with our broader CSR objectives to
understand and minimise the indirect impacts
potentially created by our lending activities.
Our lending and investment policies and
processes reflect our corporate principles,
changing regulatory requirements, our
approach to risk management and our
commitment to meeting international
benchmarks — for example the International
Finance Corporation and World Bank
Safeguard policies which apply to project
finance in developing countries. In 2006, we
reviewed our credit risk policies.
Lending transactions across the Group
are covered by our environmental credit
risk policies. At the Group level, our policy
provides a framework to ensure each of our
businesses has policies and processes to
identify, assess and manage environmental
risks in dealing with customers. Among other
things, these policies require that each of our
businesses is able to:
➤ identify environmentally sensitive industries23

Environmentally sensitive industries or activities are those that: (1) have capacity to contaminate land, water, air or other natural resources; (2) require a licence or permit to use natural
resources, without which they cannot operate; (3) require a licence for emissions and discharges, without which they cannot operate; (4) may incur penalties for environmental reasons;
(5) may need to remediate contaminated land or install equipment to treat waste.
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Total waste to landfill
estimate (tonnes)

4,861

Ozone depleting substances (ODS)
Across the Group, our facilities managers
regularly maintain and service air conditioning
and refrigeration systems to minimise leaks or
fugitive emissions.
In Australia this year, we developed a plan
to phase out refrigerants with the highest
ozone depleting potential. This includes
replacing or upgrading one large key air
conditioning chiller unit in 2007. The upgrade
of this chiller unit will significantly reduce
the volume of ozone depleting substances in
our Australian building portfolio. In 2006, the
estimated quantity of ODS with high ozone
depleting potential stored in cooling and
refrigeration equipment in Australia is 4255 kg.
The quantity of refrigerants with high ozone
depleting potential stored in equipment is
estimated to be 1,210 kg CFC 11-equivalents.
In the UK, as mentioned on page 50,
new air conditioning heat pumps have been
installed and will reduce the volume of ozone
depleting substances stored in air conditioning
equipment and thus the volume of any
fugitive emissions. In 2006, the estimated
quantity of ODS with high ozone depleting
potential stored in UK cooling and refrigeration
equipment is 1631kg.
Bank of New Zealand will consider
developing a similar ODS inventory and
management plan in 2007.

identify relevant environmental legislation
and regulatory requirements and assess a
customer’s compliance with
these requirements
➤ assess how our customers’ manage
environmental risks
➤ consider the impact of changes in
legislation and regulations on a
customer’s business
➤ consider the impact of changes in societal
expectations on a customer’s business
and reputation risk that may be associated
with a customer
➤ assess the risk of liability for
environmental issues being transferred
to the Group entity.
➤
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Our businesses screen general credit
applications to see if the environmental
credit policies should be applied. They are
applied if the lending has the potential to
involve environmental risks due to:
➤ the nature of the industry in which the
borrower is involved; or
➤ the location or nature of the property
owned by the borrower — for example,
environmentally sensitive sites; or
➤ an adverse comment made by a valuer in
regard to an environmental risk.
Each of our businesses is also required
to develop and maintain an environmental
risk assessment checklist to guide our
bankers through the environmental credit
risk assessment process. These checklists
are updated as required to reflect changing
regulatory requirements and regional
operating contexts.
Key elements of our environmental risk
assessment include understanding the:
➤ customer’s current operations
➤ historical uses of a customer’s site
➤ customer’s environmental practices,
management systems and
compliance records
➤ risk of liability transfer in regard to
environmental issues
➤ nature of any licences, permissions or
consents held by a customer
➤ outcomes of any previous site
investigations, environmental surveys
or audits
➤ community concerns in relation to the
customer’s operations.
Our assessment may also include expert
third-party reports and environmental
impact assessments, site visits, and
including covenants in lending contracts
with annual reviews.
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It is our policy to encourage customers
to establish good environmental
management practices and to seek reliable
advice on environmental matters. It is
also our practice to review and re-assess
the environmental risk of our lending.
Environmental risks and opportunities
are discussed in the normal course of
customer-relationship management and
may be reviewed annually. Through the use
of our policies, bankers are able to better
identify and manage risks specific to a
particular customer.
Credit and risk managers in corporate
and business banking units oversee credit
quality and provide on-the-job training to
bankers so that they can properly apply the
environmental risk policy.
Group level policy also requires that
we should avoid lending to certain industry
sectors. Bankers are prohibited from
approving lending for:
➤ the nuclear industry. In particular, the
Group will not provide lending associated
with nuclear weapons, nuclear fuel waste
management or the transport or export of
processed nuclear fuel
➤ industries with which our Group, for ethical
reasons, does not wish to be associated.
Examples include pornography, arms
dealing, testing on animals and tobacco
➤ non-government regulated gambling.
STAKEHOLDER CONCERNS ABOUT THE
INDIRECT IMPACTS OF LENDING

The indirect social and environmental
impacts of lending continue to be a key
area of interest for community stakeholders
including social and environmental Nongovernment Organisations (NGOs).
During the year, we continued to have
dialogue on this topic with a number of
NGOs in Australia. This is helping us to
better understand their concerns and the
types of information that these stakeholders
are looking for and why. We also sought
feedback on our reporting of indirect lending
to date and discussed the constraints of
reporting this type of information in the
public domain. From this process, we believe
that NGOs are interested in:
➤ how we implement and report on social
and environmental risk assessment and
application of our lending policies
➤ how we respond to stakeholder concerns
➤ how we may be able to report at
aggregated level on environmental and
social impacts – for example, climate
change impacts of lending policies across
industry sectors

the social and environmental impacts of
large project finance deals
➤ quantitative disclosures of impacts, where
possible
➤ how we improve our processes over
time and facilitate improved social and
environmental outcomes.
This year, we have modified our description
of our environmental credit risk policies
and processes in light of this feedback,
to provide clearer insight into how we
manage these risks both in general lending
and project finance. This is an area we
will continue to work on and discuss with
stakeholders – our aim being to go on
improving the quality and usefulness of our
reporting.
➤

BUILDING OUR UNDERSTANDING OF
SOCIAL AND ENVIRONMENTAL RISKS

NAB’s economists conduct research across
all industry sectors in the economy and
provide technical support to bankers when
they are considering industry performance in
regard to environmental, labour and human
rights issues and sustainable development.
Carbon risk
NAB is both a signatory and respondent to
the Carbon Disclosure Project. We believe
that the CDP request is a valuable tool
to encourage companies to build their
understanding of climate change related
risks and opportunities. It also provides
valuable information with which to monitor
companies’ actions to address climate
change. NAB’s response to CDP4 is available
on the CDP website at: www.cdproject.
net/index.asp
This year our Australian Corporate
Banking area, in conjunction with nabCapital,
ran a project to identify indirect risks and
business opportunities from the increasingly
evident shift to a carbon constrained
economy.
The project aims included developing
a carbon risk assessment framework and
identifying products and services that
will help our clients transition to a carbon
constrained economy.
As carbon risks and opportunities
become more identifiable, bankers will
need training in this area. We do not yet
have a program. However, we encourage
our bankers to increase their knowledge
by attending conferences – for example,
the Australia and New Zealand Climate and
Business Conference24 and information
sessions provided by Environment Business

NAB was a key sponsor of this event in February 2006. It provided an opportunity for a number of our staff and clients to hear the latest issues and debate around the issue
of climate change.

Australia, CEDA, UNEP FI and the Total
Environment Centre’s Green Capital
debates. We are a member or sponsor of
these organisations.
Through our membership of the UNEP FI
Australian Environmental Credit Risk Advisory
Committee, we are working with UNEP FI
(Geneva) to develop an e-learning course for
financial institutions on climate change and
carbon finance. The course will include an
information tool kit and a specific e-learning
course – expected to launch in 2007.

Project finance
nabCapital provides access to capital to
facilitate economic and infrastructure
development, which we believe benefits
both industry and communities. However,
stakeholders wish to understand how we
manage the potential indirect social and
environmental impacts of these projects, and
are therefore encouraging greater disclosure
and reporting in this area. Helpfully, a number
of benchmarks and standards require greater
transparency and accountability of financial
institutions globally.
When we assess project finance
opportunities within the Organisation for
Economic Co-operation and Development
(OECD), we evaluate them for compliance
with the relevant domestic regulatory
requirements. For projects in non-OECD
countries classified by the World Bank
as Middle Income–Low or Low, we apply
International Finance Corporation (IFC)
and World Bank safeguard policies (as
a minimum). We apply these policies
— regardless of the monetary value of
the project — if there are concerns that
environmental habitats, Indigenous peoples
and community rights may be at risk. Our
internal standards require an environmental
impact assessment for all projects we
finance— not just those classified by the IFC
and World Bank as Category A projects
(see glossary).
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Schematic cross-section through the RiverCity Motorway tunnel that will run beneath the Brisbane River.

VIRIDIS ENERGY (NORGEN) LIMITED LANDFILL GAS POWER GENERATION
We are financing a project in the UK to collect methane from landfill and use it to produce electricity.
Without air, biodegradable waste in landfill sites decomposes and produces landfill gas – a mixture of
methane, carbon dioxide and trace amounts of volatile organic gases. Approximately 50% of the gas is
methane, a greenhouse gas with 21 times more climate changing potential than carbon dioxide. This gas is
believed to contribute 30% of anthropogenic methane emissions in the EU.
The electricity output from the project sites is sold to the Non-Fossil Purchasing Agency or to licensed
UK electricity supply companies. The 34 operational and 3 development sites will have a total portfolio peak
annual capacity of 64 MW.

Gas turbine generation set located on one of the Viridis Energy landfill sites.

ENVIRONMENT

Social risks
This year we discussed with NGOs how we
might better monitor and track human rights
issues and improve how we consider human
rights-related risks in lending applications.
This discussion will continue as we raise
our bankers’ awareness of these issues and
develop related policies or processes.
Our credit risk policies, particularly
those related to project finance, cover
social impacts of lending which relate to
displacement of communities and changes
in land use.

PROJECT FINANCE
BRISBANE NORTH SOUTH BY-PASS TUNNEL – RIVER CITY CONSORTIUM
NAB acted as joint arranger/underwriter for $2 billion in debt facilities for the Brisbane North South By-pass
Tunnel project. The RiverCity Motorway consortium was contracted by the Brisbane City Council to finance,
design, construct and operate the tunnel.
The project will be an approximately six kilometre long toll road that includes a 4.8 kilometre two-lane twin
tunnels and an electronic tolling system. It will bypass the congested Brisbane CBD and Fortitude Valley, avoid
18 sets of traffic lights and reduce travel time by 15 minutes. This will reduce congestion, lower fuel use, and
reduce greenhouse emissions.
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We apply our specialised finance
environmental risk policy to all our project
finance deals. The technical review of
these deals is managed from Australia. Our
assessment and management of risk in
project financing is based on independent
expert due diligence, active risk management
and continual review of policy specifically
applicable to project finance. We have
identified a wide range of environmentally
sensitive industries which require a higher
level of due diligence.
Each year, we review the performance
of our project finance portfolios’ assets. This
review may assess actual environmental
performance of the financed asset
against the contractually required baseline
performance.
We require our project finance clients
to consider environmental compliance risks
and we encourage them to consider broader
social and environmental risks – and to seek
and follow relevant expert advice.
98.8% of our global project finance
portfolio is in high-income OECD countries.
In 2006, our total project finance portfolio
represents less than 1% of the Group’s
total loans and acceptances. We continue
to invest significantly in renewable energy
projects. This includes investing in power
generation from biomass (see project finance
case study).
In 2006, we closed 13 new project
finance transactions and 10 deals were
removed from our loan book.
In 2006, no deals were declined on
the basis or social and environmental risks
or issues. Deals may be declined for any
number of reasons and at any stage in
negotiation or due diligence. We cannot
report on our decline of any specific deals for

21%
Energy (renewable)
10%
Mining (metals and coal)

4.8%
United Kingdom

1.1% Papua New Guinea
0.1% Philippines
2.7% New Zealand

5%
Water treatment
infrastructure
91.3%
Australia
25%
Energy (coal
and gas-fired)

39%
Infrastructure (road, rail,
airports, ports, pipelines
and telecommunication)

0.4%
Forestry (sustainably
managed plantations)

FIGURE 25: PROJECT FINANCE BY SECTOR
(AS AT 30 JUNE 2006)

FIGURE 26: PROJECT FINANCE PORTFOLIO BY
GEOGRAPHIC LOCATION (AS AT 30 JUNE 2006)

social or environmental performance, as this
would breach customer’s confidentiality.
If possible, we support customers who
wish to invest in cleaner technologies, for
example, wind power energy generation.
We believe our approach to project finance
can help improve industry’s environmental
and social performance.
Figures 25 and 26 provide picture of our
current project finance portfolio.

We offer a range of positively and
negatively screened SRI products in
Australia. These products are screened
on a range of social and environmental
criteria. We make these investment options
available through MLC’s licensees and on
MLC’s investment adminstration platforms,
MasterKey and MasterKey Custom. The SRI
funds we make available are shown in Table
13. Our Australian SRI fund portfolio has
grown by 55.6% over the past 15 months to
30 September, 2006.
Following the sale of our New Zealandbased investment management business
in January 2006, we no longer offer SRI
products in New Zealand. In the UK, we offer
one SRI fund. This is listed in Table 13.

SOCIALLY RESPONSIBLE
INVESTMENT (SRI)

Our environmental policy documents our
commitment to providing customers with
opportunities to grow their wealth through
investment aligned to their personal values.

MOVING FORWARD
TABLE 13: NAB’S SRI OFFERING (AS AT 30 SEPTEMBER 2006)

SRI funds – Australia

$m

AMP Capital Investors Sustainable Future Australian Share Fund – Class A

1.45

AMP Capital Investors Responsible Investment Leaders International Share Fund
– Class A

0.77

Australian Ethical Large Companies Share Trust (Retail)

1.18

Hunter Hall Australian Value Trust – Class B Units

6.34

Hunter Hall Global Ethical Trust – Class B Units

11.62

Hunter Hall Value Growth Trust

44.89

Perpetual’s Wholesale Ethical SRI Fund

26.13

SRI funds – UK
Standard Life Ethical Fund
Total SRI Funds

0.20
92.57

Superannuation funds (UK and Australia)

49,079

Funds under administration (including funds under management) (UK and Australia)

92,984

Planned actions for 2007 include:
➤ Review and update our Group-wide
Environmental Policy
➤ Complete a review of the revised Equator
Principles
➤ Educate UK employees on how to reduce
energy use and carbon emissions
➤ Decrease energy use by 5% in the UK by
September 2007
➤ Commence a zero-waste trial at five office
sites in Australia
➤ Improve quality of data for reporting on
general waste and recycling in Australia
➤ Reduce Australian energy use per m2 of
property occupied by 5% by September
2007
➤ Identify and implement further customer
communication initiatives to reduce paper
use in New Zealand
➤ Establish an energy league table so Bank
of New Zealand staff can review their site’s
energy consumption on a regular basis.

AT A G L A N C E
Prudent rebuilding of our businesses
Disciplined management approach drives profitability
Business lending portfolio quality remains strong
Sharper focus on active capital management as
a driver of business performance

Economic
performance summary
THE 2006 RESULTS REFLECT OUR DETAILED PLANNING, HARD WORK AND CAREFUL IMPLEMENTATION
OVER THE LAST TWO AND A HALF YEARS. THROUGH PRUDENT MANAGEMENT, WE HAVE BEEN
REBUILDING OUR BUSINESSES TO SET THE GROUP UP FOR CONSISTENT GROWTH, ENABLING US TO
DELIVER ON OUR PURPOSE OF SUSTAINABLE, SATISFACTORY SHAREHOLDER RETURNS
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2006 FINANCIAL
PERFORMANCE SUMMARY
Our operating results were strong as a result
of disciplined management of the balance
between margins, revenue growth and cost
control. Our asset quality remains sound.
The Group continues to evaluate its
business portfolio to ensure alignment with
our purpose. As a result, we divested our
Custom Fleet business and our life insurance
and wealth management companies in Asia
during the year.
The Group prepared its first annual
financial report in accordance with Australian
Equivalents to International Reporting
Standards (AIFRS) in 2006. This has not
affected the underlying economics of the
Group. However, some transactions are
now reported differently. Comparative
amounts have been reclassified to accord
with changes in presentation made in 2006,
except where otherwise stated.
For the 12 months to 30 September
2006, net profit25 increased 10.0% from

Income
Net interest income of $8,686 million in
2006, was $1,742 million or 25.1% higher
than 2005. After adjusting for AIFRS
$bn
AGAAP
AIFRS
reclassifications in 2006, net interest income
5
increased by 8.9%. This result reflects
0.24
4
continued solid growth in housing lending
0.68
3
and improved business lending, as well as
3.78
3.96
3.56
3.31
4.15
2
an increase in the net interest margin from
2.13% to 2.31%.
1
Excluding AIFRS impacts, net interest
0
margin has increased 11 basis points,
(0.41)
(0.38)
-1
primarily due to the reduction in low
2002
2003
2004
2005
2006
yielding assets in the Group’s nabCapital
25
business. This was partly offset by continued
Net profit before significant items
growth in lower margin mortgages and
Significant items after tax
fixed rate lending within the retail banking
FIGURE 27: NET PROFIT 25 & SIGNIFICANT ITEMS businesses, as well as competitive
25 Attributable to members of the company
pressures in all regions.
Net life insurance income decreased $88
million, or 5.8%, from $1,505 million in 2005
The final dividend declared for the 2006
to $1,417 million in 2006. This was driven
year was 84 cents, an increase of 1 cent on
by a decrease in investment earnings due to
the previous final dividend. The final dividend
lower global equity markets returns, partly
is franked to 90%. This brings the total of
offset by an increase in policy liabilities and
dividends declared in the year to 167 cents
favourable claims experience.
per share. Diluted earnings per share (after
Other operating income of $5,420 million
significant items) increased 8.3% from 242
in 2006, was $1,824 million or 25.2% lower
cents to 262 cents. Refer to Figure 28.
than 2005, largely driven by a number of onecents
AGAAP
AIFRS
off items and AIFRS related adjustments as
300
set out below. Excluding these adjustments,
262
244
250
other operating income increased slightly
242
primarily due to growth in lending fees.
200 203
196
Drivers of the overall outcome were:
166
163
166
167
150
➤ growth in underlying lending related fees
147
100
of $136 million
➤
gains on sale of businesses in 2006
50
(Custom Fleet) and 2005 (Irish Banks)
0
resulting in a net year on year reduction
2002
2003
2004
2005
2006
of $1,158 million
➤ changes in accounting for lending fees
DPS
under AIFRS resulting in a reclassification
Diluted EPS after significant items
to net interest income in 2006 of
$856 million
FIGURE 28: DILUTED EARNINGS PER
SHARE & DIVIDENDS PER SHARE
the prior year to $4,392 million. Net profit25
before significant items increased 25.3% to
$4,154 million. Refer to Figure 27.

ECONOMIC PERFORMANCE

The Group is a major provider of financial
services across Australia, New Zealand,
the United Kingdom and in global markets.
As such, we play a significant role in the
management of economic, social and
environmental wealth that underlies the
welfare of the community and its wide range
of stakeholders. This includes:
➤ clearing and settling of payments in
order to facilitate the exchange of goods
and services
➤ managing the savings of households
and businesses
➤ providing credit to assist the transfer of
resources through time across regions,
industries, governments, businesses
and households
➤ managing uncertainty and risk to help
maintain confidence in the financial
system and the community.

reduction in gains less losses on financial
instruments at fair value of $168 million
(largely AIFRS driven)
➤ revaluation losses on exchangeable capital
units of $122 million
➤ significant revenue of $319 million due
to reforms made to the United Kingdom
defined benefit pension funds.
➤
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Expenses
Operating expenses of $7,642 million in 2006
were $1,101 million or 12.6% lower than
2005. This outcome reflects:
➤ the sale by the Group during 2006 of
its life insurance and related wealth
management companies in Asia; and
➤ significant restructuring expenses of
$793 million in 2005.
Excluding the expenses of disposed
operations and significant restructuring
expenses, operating expenses increased
$104 million or 1.4%, reflecting increased
personnel expenses of $229 million
as a result of our increased focus on
performance-based remuneration and
enterprise bargaining agreement related
increases. This was partially offset by a
decrease in other operating expenses
of $123 million, including a decrease in
operational risk losses of $69 million and a
decrease in superannuation charge of
$50 million primarily due to reforms made
to the UK pension schemes.
Charge to provide for
doubtful debts
The charge to provide for doubtful debts
of $606 million in 2006 was $72 million
or 13.5% higher than 2005. The increase
was primarily due to weaker industry-wide
patterns in UK consumer lending and
emerging signs of softness in unsecured
consumer lending in Australia (particularly
New South Wales) in the second half of the
year. This was partially offset by reduced
loan loss charges in nabCapital.
Balance sheet
Total assets at 30 September 2006 increased
by 14.7% to $484,785 million from $422,598
million at 30 September 2005.
Net loans and advances increased
$19,103 million or 7.2% to $283,777
million, reflecting strong growth in business
and housing lending across all regions
accompanied by sound economic conditions.
Refer to Figure 29.

Total liabilities at 30 September 2006
increased by 16.8% to $456,813 million from
$391,051 million at 30 September 2005.
With strong growth in on-demand and
savings deposits, particularly in Australia and
the UK, total deposits and other borrowings
increased by $9,720 million or 4.6% during
the year to $222,277 million. In Australia,
growth resulted from the success of several
internet-based and transaction products
launched late in the 2005 year. Refer to
Figure 29.
$bn

AGAAP

AIFRS

300
250
200
150
100
50
0
2002

2003

2004

2005

During the year, the Group’s Tier 1
capital decreased. However, the target
capital ranges were also reduced and the
level of capital held at year end is above the
top end of the Group’s revised target ranges.
The reduction primarily reflects the adoption
of AIFRS, offset by the capital benefit from
the sales of the Custom Fleet and MLC Asia
businesses along with the issue of National
Capital Instruments and the conversion of
exchangeable capital units into ordinary
shares. The Group successfully absorbed the
impacts of the adoption of AIFRS and did not
require APRA transitional relief beyond 30
September 2006.
The adjusted common equity ratio
reduced to 5.35% compared with 5.49%
in 2005, reflecting the capital available to
support the banking operations.
In line with our commitment to active
capital management, the Group will
commence an on-market share buy back of
$500 million in the first half of 2007.

2006

Deposits & borrowings
Net loans & advances

FIGURE 29: LOANS & ADVANCES
AND DEPOSITS & BORROWINGS
Asset quality
Asset quality levels remain sound with gross
impaired assets to total lending reducing
from 0.35% to 0.30%. Consistent with
industry experience, signs are emerging of
softer trends in consumer lending following
a period of relative stability. In recognition
of emerging signs that the credit cycle
is turning, we heightened our focus on
asset quality and improved our arrears
management. The quality of the Group’s
business lending portfolio remains strong.
Management of capital
We have sharpened our focus on the
active management of capital as a driver of
business performance.
Total regulatory capital represents
10.8% of risk-weighted assets. Tier 1 capital
represents 7.3%. Refer to Figure 30.

Return on equity
Return on average ordinary shareholder
funds increased from 18.0% for the
September 2005 year to 18.8% for the
September 2006 year. Total shareholder
return (3-year) cannot be calculated for 2006
as a result of only one comparative period
being restated after our transition to AIFRS.
Refer to Figure 31.
%
25.0
20.0

AGAAP

AIFRS

19.2
18.3

18.0

18.8

15.0
15.1

14.0

11.1

10.0

3.8

5.0

2.4
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0.0
2002
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Return on equity after significant items
Total shareholder return (3 years)

FIGURE 31: RETURN ON EQUITY & TOTAL
SHAREHOLDER RETURN
%
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FIGURE 30: TOTAL CAPITAL RATIO

2006

Benchmarking and
monitoring our performance
BENCHMARKING AND MONITORING OUR PERFORMANCE AGAINST EXTERNAL STANDARDS AND OTHER
COMPANIES PROVIDES US WITH INDEPENDENT INFORMATION TO HELP US ASSESS OUR PERFORMANCE
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By benchmarking and monitoring our
performance against external standards
and the wider business community we gain
independent information to help assess our
performance, and to let us know where we
have better practice and where we need
to improve.
We benchmark and measure our CSR
performance at three levels:
➤ globally – the Dow Jones Sustainability Index
and FTSE4Good
➤ regionally – RepuTex in New Zealand and
Australia and Business in the Community
in the UK
➤ locally with stakeholders – the Relationship
Index Survey (see page 17)
Our benchmarking activities are conducted
both internally across our businesses and
externally against other companies in our
sector and more broadly. It lets us know
where we have better practice and where
we need to improve.
Our participation in CSR performance
ratings, provides information that is useful for
analysts and fund managers who assess us for
investment purposes.
Our 2006 performance against key
benchmarks is set out in this section. We also
list relevant external awards — they are also
a valuable, independent indicator of how we
are performing.
DOW JONES SUSTAINABILITY INDEX
(www.sustainability-indexes.com)

This year, we
continued to
improve our global performance across
economic, environmental and social criteria.
The DJSI results showed that we improved in
our performance in a number of areas such as
risk and crisis management and stakeholder
engagement. It also showed we have room to
further improve in areas such as environmental
performance and standards for suppliers.
REPUTEX (www.reputex.com.au)

NAB maintained its Reputex social
responsibility rating of AA. During
2006, we improved our category
scores for corporate governance and
social impact. Our performance in
workplace practices and environmental impact
was steady.
""
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FTSE4GOOD (www.ftse.com)

NAB continues to be included
in the FTSE4Good Index. The
Index includes only companies
that meet criteria on working
towards environmental sustainability,
developing positive relationships with
stakeholders and supporting human rights.
BUSINESS IN THE COMMUNITY (BITC)
– CORPORATE RESPONSIBILITY INDEX
(CRI) 2005 (www.bitc.org.uk)

In November 2005, our UK
business participated in the full
CRI for the first time. The results
provided us with a benchmark against which
we can measure changes in our performance
next year. They indicated that we should
improve disclosure on our CSR performance
and activities in the UK and that we have room
to improve aspects of our environmental and
social performance.
CORPORATE AND INSTITUTIONAL
RELATIONSHIP BANKING SURVEY

nabCapital benchmarks and monitors the
quality of its performance through a regular
industry survey of corporate and institutional
banking clients. In 2006, the Large Corporate
and Institutional Relationship Banking Report
produced by Peter Lee Associates showed that
nabCapital has improved its status as a trusted
adviser to clients and the extent to which they
value its industry knowledge and expertise.
EXTERNAL RECOGNITION

In 2006, NAB received a number of awards.
Our Australian business won:
➤ Money Magazine’s 2006 Bank of the Year
➤ CFO Magazine’s 2006 Business Bank
of the Year
➤ The Prime Minister’s Community
Business Partnership State award for
large businesses in Victoria — for our
work with Good Shepherd Youth and
Family Services on financial inclusion
➤ The South Australian Premier’s
Business award for volunteering, 2006 –
this recognised our South Australian
employees’ community volunteering
efforts in the past 18 months
➤ Direct Marketing Association Financial

Services Council – company of the
Year award.
Bank of New Zealand won:
➤ Best Customer Service Award at Contact
Centre World’s Asia Pacific regional finals
in Singapore.
Our MLC Insurance team won:
➤ Insurance Company of the Year 2006 at
the Australia and New Zealand Insurance
Industry Awards — the second time in
three years MLC has won
➤ Australian Banking and Finance Magazine:
Best Life Insurance Company 2006 and
Best New Life Insurance Product
(MLC EasyCover) 2006.
In the UK:
➤ we were awarded the Best Contact
Centre of the Year award for Europe,
Middle East and Africa (for contact
centres with >250 employees) at the
Contact Centre World’s awards
➤ Clydesdale Bank’s sponsorship of the
Scottish Commonwealth Games team
was awarded ‘Most effective sponsorship
campaign’ at the 2006 UK Financial
Services Forum awards for Marketing
Effectiveness. This follows winning two
Financial Services Forum Awards for audioenabled ATMs installed by Clydesdale and
Yorkshire banks in 2005
➤ Clydesdale Bank won an Arts & Business
and Diversity award for innovative work
with ‘Artlink Central Ltd’ on their Bank Notes
project. This program is designed to help
adults with learning disabilities understand
day-to-day financial issues
➤ our People & Culture Learning Services Team
won the Customer Service Training Team
of the Year Award at the National Customer
Services Awards
(www.customerserviceawards.com).
nabCapital won a number of
awards including:
➤ Vanilla bond house of the year, IFR Asia
December 2005
➤ Best domestic debt house, Asiamoney
June 2006
nabCapital also ranked as number one
mandated lead arranger for the nine months to
September 30 2006, Dealogic, October 2006.
For more detail on our awards, see
websites for each of our businesses listed on
the inside back cover.

Assurance –
providing transparency
and building trust

Assurance
statement

to improve our processes for data collection
and management. This is the third Report
we have produced and the third time we
have undertaken the external audit process.
Our external audit process has covered
the full range of our performance included
within the scope of this Report.
Our external auditors, URS Corporation,
were requested to provide assurance and
verification across the non-financial content
and indicators in this Report. Specifically,
they have been asked to provide an
independent audit of NAB’s 2006 CSR
Report, including a review of processes for
stakeholder consultation and feedback.
Ernst & Young were requested to audit
the financial information used to represent

key aspects of our financial performance
in the Economic performance section
of this Report on pages 57-59. We have
drawn the financial information from the
2006 Annual Financial and Concise Annual
Reports, which have been audited by Ernst
& Young. Therefore, we requested that
Ernst & Young undertake an audit and form
an opinion as to whether, in all material
respects, the amounts used to calculate the
financial information disclosed for the year
ended 30 September 2006 in the Economic
performance section have been properly
extracted from the financial statements and
financial records of the Group.

URS Australia Pty Ltd (URS) was
commissioned by the National Australia
Bank Limited (NAB) to provide an
independent audit of its 2006 Corporate
Social Responsibility Report (Report). The
Report covers the operations of NAB and its
controlled entities (Group) in Australia, New
Zealand and the United Kingdom. The Report
relates to the 12 months to 30 June 2006,
unless stated otherwise in the text.

Scope of work
The URS audit of the Report was addressed
through interviews with a large number
of personnel from the Group and relevant
contractor organisations, covering the three
main regions in which the Group operates.
The following elements were audited:
➤ data collation, transcription and reporting
processes in Melbourne, Australia;
Auckland, New Zealand; and Glasgow,
Leeds and London, United Kingdom
➤ key statements made throughout the
Report, including cross-checking of
reported data
➤ processes and mechanisms in place for
the preparation and delivery of the Report
➤ case study material contained in the
Report
➤ data trails from regional retrieval to final
Report for selected material parameters
➤ report drafts and the final Report for
significant anomalies.
The three principles of the Assurance
Standard, AA1000, namely completeness,
materiality and responsiveness, were used
as a basis, as were the URS Assurance
Principles. The Global Reporting Initiative
(GRI) Content Index was also reviewed with
respect to the new Application Levels in the

Objectives
The objectives of this independent audit
were to provide an opinion on:
a) data accuracy, capture
processes and controls
b) corporate processes and mechanisms
in place for the preparation and delivery
of the Report
c) corporate social responsibility
(CSR) policies and strategies,
via a high level review
d) stakeholder engagement processes
employed, via a review of output
documentation and interviews with
senior executives
e) adequacy and relevance of
information contained in the Report.
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Assurance is an essential element of
transparency and disclosure in our public
reporting process. We are committed to
providing high quality, relevant and credible
information about our performance that can
be trusted. This means providing coverage
of issues of importance and responding to
the views of our stakeholders. In preparing
our 2006 CSR Report, we have used
the principles of the AA1000 Assurance
Standard – materiality, completeness and
responsiveness – as one of the tools to
determine its content. Further information
about this standard can be found at:
www.accountability.org.uk
The audit process itself provides a
valuable opportunity for us to identify ways

G3 Guidelines and the Financial Services
Sector Supplements on Social Performance
(November 2002) and Environmental
Performance (Pilot Version 1.0 March
2005). The audit was designed to provide a
representative sample of datasets contained
in the Report, as well as checking all key
statements and discussion. The scope
specifically excluded the verification of data
and statements relating to regional and
Group-wide financial information (which is
covered by an opinion from NAB’s external
auditor, Ernst & Young, see page 63 of
the Report).
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URS independence and impartiality
The data and information in the Report
audited by URS do not include any work
with which URS has had substantial
involvement. URS has not been involved in
the design or compilation of the Report or
discussions regarding its content (except
by way of this audit).
URS, its parent companies and related
companies have previously been engaged
by NAB. The average annual value of work
carried out by URS Corporation globally on
behalf of NAB over the three year period to
the date of this Statement was less than
AUD $200,000 per year. This represents less
than 0.004% of annual URS Corporation
gross revenue based on our 2005
reporting year.
Findings
On the basis of its audit, URS is of the
opinion that the Report truthfully and fairly
presents the performance of the Group with
respect to CSR for the 12-month period to
30 June 2006, or where noted in the text, for
the 12-month period to 30 September 2006.
URS is of the opinion that the Report has
been prepared to Application Level A+, as

defined in the G3 Guidelines. In conjunction
with this Statement, URS will provide a
management report to NAB.
Some inconsistencies were noted in the
data audited, primarily due to issues relating
to data collection and collation systems.
These inconsistencies were conveyed
to, and corrected as far as possible by
the Group and regional CSR teams. They
were not considered to have a material,
or potentially material, impact on data and
statements included in the Report.
In relation to the AA1000 Principle of
Completeness, the NAB has developed
templates for qualitative and quantitative
data collation for the Report. These
templates are a good start, with further
systems improvements needed. For
example, where data already reported
internally for operational purposes is robust,
it could be used more effectively, rather
than relying on one-off data provision for
the Report.
The capture and processing of
environmental performance data for the
Report have improved in Australia. More
effective spreadsheets, electronic data
invoicing (EDI), an energy use query tool
and more rigorous internal data verification
checks have resulted in a more robust
system for electricity use data collation.
The water use data sample has also been
extended. However, further improvements
are needed, in particular for waste generated
and gas use data. Responsibility for
environmental data collation in the UK has
been outsourced to a third party, the controls
for which need improvement. Non-verifiable
data relating to water use has been excluded
from the Report.
In reviewing the AA1000 Principle of
Materiality, this year’s Report includes more
balanced coverage across the regions.

However, the capture of material CSR
issues and initiatives for the Report could
be improved. For example, coverage in
the Report of the Bank of New Zealand’s
responsible lending programs and credit card
schemes could have been more extensive.
Internal CSR performance reporting and
logging of CSR issues is not undertaken on
a regular basis in New Zealand. More
frequent internal CSR reporting could assist
the Report development process across
the Group.
Finally, with respect to the AA1000
Principle of Responsiveness, stakeholder
surveys demonstrate improved ratings in
many areas, as detailed in the Report. In the
UK, the sensitive management of branch
closure has been a priority and features in
the Report. Reporting on the NAB’s social
responsibility to ensure ongoing banking
provision where it has closed branches in
the UK will continue to be important. As
highlighted in the Report, a community
forum to improve access to banking services
was established in New Zealand in 2006.
Through interviews with senior executives
and review of stakeholder survey results,
a greater level of understanding and
commitment to CSR was noted in all regions.

Jo Cain
Senior Principal
Sustainability Strategy
URS Australia Pty Ltd
4 December 2006
Melbourne, Australia

DISCLAIMER: It should be noted that the veracity of the information summarised in the Report is dependent upon the uniformity, consistency and thoroughness of staff reporting all relevant
matters. Whilst URS identified a good appreciation of the NAB’s corporate social responsibility initiatives at a corporate and Group level, URS did not and can not determine precisely the
uniformity, consistency and thoroughness of reporting. URS has prepared this Statement for the use of the NAB in accordance with the usual care and thoroughness of the consulting
profession. The opinions provided are based on generally accepted practices and standards at the time they were prepared. No other warranty, expressed or implied, is made as to the
professional advice included in this Statement. To the extent permitted by law, URS excludes all liability that may arise from the professional advice contained in this Statement. This
statement is based on the scope detailed in the assurance statement. No responsibility is accepted for use of any part or all of this Statement in any other context or for any other purpose
or by third parties. No third party is entitled to rely on any matter contained in this Statement without URS’s prior consent in writing. Neither URS’s name nor the material submitted in this
Statement may be included in any prospectus or offering circular without URS’s prior consent in writing. URS owes no duty of performance to any party other than our contracted client.

Ernst & Young Building
8 Exhibition Street
Melbourne VIC 3000
Australia

Tel 61 3 9288 8000
Fax 61 3 8650 7777

GPO Box 67
Melbourne VIC 3001

Independent Audit Report to the Members of
the National Australia Bank Limited
SCOPE

from the Financial Report of the Group
and the financial records of the Group. We
disclaim any assumption of responsibility for
any reliance on this Audit Report or on the
Financial Information to any person other
than the Company and the members of the
Company or for any purpose other than that
for which it was prepared.
Our audit has been conducted in
accordance with Australian Auditing
Standards. Our procedures included
agreement, on a test basis, of the amounts
used to calculate the Financial Information
of the Financial Report of the Group and
the financial records of the Group. These
procedures have been undertaken to form
an opinion whether, in all material respects,
the amounts used to calculate the Financial
Information have been properly extracted
from the Financial Report of the Group and
the financial records of the Group.
The audit opinion expressed in this
report has been formed on the above basis.

INDEPENDENCE

We are independent of the Company,
and have met the independence
requirements of Australian professional
ethical pronouncements and the
Corporations Act 2001.
AUDIT OPINION

In our opinion, the amounts used in
calculating the Financial Information for the
year ended 30 September 2006 are properly
extracted from the Group’s Financial Report
and the financial records of the Group
that year.

Ernst & Young
4 December 2006
Melbourne, Australia

63
ASSURANCE

We have audited the extraction of amounts
used in calculating the numeric data and
graphs for the year ended 30 September
2006 (the “Financial Information”) disclosed
in the Economic performance summary
on pages 57 to 59 of the Corporate Social
Responsibility Report 2006 (the “Report”)
of National Australia Bank Limited (the
“Company”) in order to express an opinion
on the extraction of the amounts to the
members of the Company.
We have also performed an independent
audit of the Financial Report of the Company
and the Group for the year ended 30
September 2006 (the “Financial Report”).
The Group comprises both the Company
and its controlled entities. Our audit report
on the Financial Report was signed on
30 November 2006, and was not subject to
any qualification.
The Financial Information has been
prepared based on information extracted

GRI and subject index
This Index provides a map to subjects and data provided throughout the
Report, as well as to the Global Reporting Initiative (GRI) indicators on which
we have reported. The listing of GRI indicators is part of the requirements we
must meet to produce a GRI-based report. For our 2006 CSR Report we have
used Version 3.0 of the GRI’s Sustainability Reporting Guidelines (G3). A full
description of these requirements is available at: www.globalreporting.org. To
achieve a reporting application level of A+ we are required to report on all core
G3 performance indicators and the relevant sector supplement indicators and
provide an “if not, why not’ response to any core indicator on which we have
not reported. Immediately following the Index we have included an explanation
of the reasons we have not reported on omitted indicators. All core indicators
are identified with a “C” in the GRI indicator status column in the Index. We
have also taken this approach to our use of the finance sector social and
environmental supplements. Finance sector supplement indicators are indicated
with an “SS” for social indicators and “SE” for environmental indicators. Included
within this Index are additional subject headings and indicators of interest and
relevance to assist our report readers.
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1.Strategy & Analysis

Key to GRI Indicator status
GRI requirement fully complied with

●

GRI partly complied with

◗

GRI indicator not included
(see explanation of omissions page 67)

■

Non-GRI indicator

▲

GRI Core indicator

C

GRI Additional indicator

A

Financial Services Social Sector Supplement

SS

Financial Services
Environmental Sector Supplement

SE
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4. Governance

Chairman and CEO’s statement

1.1

●

2, 3

Anti-money laundering

▲

13

Key impacts

1.2

●

6, 7

Board of directors

▲

9

Awards received

2.10

●

60 

Changes (significant)

2.9, 3.11

●

5

Countries of operation

2.5

●

5

Location of HQ

2.4

●

Markets served

2.7

Name of the organisation
Nature of ownership
and legal form
Operational structure

2. Organisational Profile

Board: conflicts of interest
(procedures for avoiding)

4.6

●

AFR – 60

Board: evaluating
performance

4.10

●

AFR – 59

5

Board: mechanisms
for feedback

4.4

●

17,
AFR – 64-65

●

5

Board: non-executive directors

4.3

●

9

2.1

●

5

●

8-10

●

5

Board: oversight
of performance

4.9

2.6

●

AFR – 67-70

●

5

Board: qualifications
and expertise

4.7

2.3

Primary brands, products,
and/or services

2.2

●

5

Chair/executive officer status

4.2

●

9

Scale of the organisation

2.8

5

External charters/
initiatives endorsed

4.12

●

6, 33, 48

●

Governance structure

4.1

●

10

●

13

3. Reporting parameters
Assurance

3.13

●

61-63

Independent review

Basis for reporting (e.g. on
subsidiaries)

3.8

●

5

4.8

●

8-11

Boundary of the report

3.6

●

5

Internal statements: mission
or values, codes of conduct,
and principles

Data measurement techniques
and the bases of calculations

3.9

●

5

Memberships

4.13

●

6, 16 

Precautionary principle

4.11

3.2

●

5

■

67

Date of most recent
previous report

Remuneration:
senior executives

4.5

●

29,
AFR – 66-81

Risk management

▲

11-12

Shareholder communication

▲

17,
AFR – 64- 65

▲

68

GRI Content Index

3.12

●

64

Limitations on report scope
or boundary

3.7

●

5

Report contact person(s)

3.4

●

Inside
back cover

Report content: process
for defining

3.5

●

68

Reporting cycle

3.3

●

5

Reporting period

3.1

●

Re-statements of information

3.10

●

Glossary

Stakeholder engagement:
approaches

4.16

●

14

Stakeholder engagement: use
of information and
issues raised

4.17

●

14-17

4

Stakeholders:
basis for identification

4.15

●

14,16

5

Stakeholders: list

4.14

●

16

Content

GRI
Indicator

GRI
Indicator
Status

Page

Economic

Content
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Project finance –
portfolio value

F13

◗ SE

56, AFR

Benefit plan obligations

EC3

● C

59

Climate change: financial risks
and opportunities

EC2

◗ C

7, 54

Proxy voting – environmental
issues for shares

F10

■ SE

67

◗ SE

11

DMA

●

AFR

Proxy voting - percentage
assets under management

F11

Economic:
management approach

■ C

67

Economic profile

EC1

57-59

Spills (significant): total
number and volume

EN23

● C

Financial assistance
(tax reliefs/grants)

EC4

■ C

67

SRI funds screening

F9

● SE

56

EN29

● A

50-52

Hiring policy

EC7

■ C

67

Transport: environmental
impacts of transport

Indirect economic impacts

EC9

●A

57

Waste: total weight and
disposal method

EN22

● C

52-53

Infrastructure developments

EC8

■C

67

EN21

■ C

67

Suppliers: policy & practices

EC6

◗C

44-47 

Wastewater: discharge – total
by quality and destination
Water: consumption

EN8

● C

52

Advertising and promotion:
compliance with laws
and standards

PR6

■ C

67

Anti-corruption: training

SO3

●C

10

Asset management policy
(socially relevant elements)

AM1

● SS

37, 43, 56

AM2

● SS

37, 43, 56

Environment

Social

F6

■ SE

67

Biodiversity: impacts on

EN12

■C

67

Biodiversity: habitats
protected or restored

EN13

●A

21

Biodiversity: land usage

EN11

■C

67

Client performance monitoring

F4

■ SE

67

Credit risk – environmental
screening

F2

● SE

53-54

Assets under management
with high social benefit

Credit risk – policies
(environmental)

F1

● SE

53-54

Bonuses linked to
sustainability

INT5

◗ SS

29

Credit risk – thresholds
for risk assessments

F3

● SE

54

Charitable contributions

SOC1

● SS

20

Charitable trusts

▲

23 

HR6

■C

67

Energy: direct and indirect
energy consumption

EN3
EN4

●C

50-51

Child labour

●A

50

●C

32-33

EN5

Collective bargaining
agreements

LA4

Energy: efficiency savings
Environment:
management approach

DMA

●

10, 48

Communities: impact on

SO1

●C

18-23,
various

Environmental risk &
opportunities – client
engagement

F7

■ SE

67

Corruption: actions taken
in response to

SO4

●C

6, 13

●C

10-11

F8

■ SE

67

Corruption & bribery
mechanisms

SO2

Environmental risk &
opportunities – client
engagement percentage

CSR audits

CSR3

● SS

13

CSR governance

CSR2

● SS

10

CSR policy

CSR1

Environmental risk &
opportunities: employee
competency/training

F5

Fines/Penalties:
non-compliance environmental
laws and regulations

EN28

Greenhouse emissions:
direct and indirect

EN16
EN17

●C

50-51

Greenhouse
emissions reduction

EN18

●A

50

Materials: percentage from
recycled input materials
– paper

EN2

● C

51-52

Materials: used – paper

EN1

● C

51-52

Monetary value (total) of
environmental products
and services

F12

■ SE

67

NOx & SOx, and other
significant air emissions by
type and weight

EN20

■C

67

Ozone-depleting
substances by weight

EN19

●C

53

Products and services:
environmental impacts
reduction

EN26

◗ C

55

Products/packaging
– percentage reclaimed

EN27

● SE

● C

54

53

● SS

11

Culture - organisational

▲

26-28

Customer charter

▲

40 

INS3
PR8

■ SS
●A

67
38-40

Customer health & safety

PR1

■C

67

Customer privacy:
non-compliance

PR9

●C

40

Customer profile: global
transaction structure

IB2

◗ SS

56

Customer profile: insurance

INS2

■ SS

67

▲

40

◗A

38-39

Customer complaints:
Banking
Insurance
Privacy
Wealth management

Customer quality program

■ C

67

Customer satisfaction

PR5

Customer statistics

▲

34, 36

Disability access

▲

41 

Disability employment

▲

31

Discrimination policy

HR4

●C

32

Diversity statistics

LA13

●C

26

Economic value added

SOC2

● SS

59
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Audits – environmental

GRI
Indicator

Employee
assistance programs
Employee benefits

LA3

Employee opinion survey

Page

Content

GRI
Indicator

GRI
Indicator
Status

Page

▲

32

Non-compliance: monetary
value of significant fines

SO8

■C

67

●A

28, 29, 32

OHS management systems

▲

31

▲

27, 28

OHS performance

▲

31-32

Employee profile

INT7

● SS

24, 26

Ombudsman – referrals to

● SS

39-40

Employee satisfaction

INT3

● SS

27, 28

Performance management

▲

28

Employee turnover and
job creation

INT2

◗ SS

26

Plain English program

▲

42

▲

42

Political contributions:
total value

●A

11

▲

44-47 

Fees & charges

● SS

28

Financial disadvantage

▲

21, 40-42

Financial literacy

▲

20-21, 42

■C

67

▲

43

●C

32-33

●A

31

HR7

Fraud prevention
Freedom of association

HR5
LA9

Health & safety: serious
diseases – policy, prevention

LA8

■C

67

Human resource policies

INT1

● SS

24-33

Human rights:
management approach

DMA

●

Human rights:
procurement screening

HR2

Human rights: screening
of significant investments

HR1

Indigenous employment

Procurement policies
DMA

◗

34-43

Product/service: information
and labelling

PR3

■C

67

Products and services
Public policy development

SO5

▲

41

Retail banking policy
(socially relevant elements)

RB1

● SS

40-43

6

● SS

29

44, 46

Senior management
remuneration

INT4

●C
■C

67

Society:
management approach

DMA

●

16-23, 43,
various

▲

30-31

SRI oriented
shareholder activity

AM3

■ SS

67

● SS

41

Stakeholder dialogue

CSR6

● SS

14-17

Supplier satisfaction

SUP2

■ SS

67

Suppliers – screening of major

SUP1

● SS

46-47

Training & development:
performance and career
development reviews

LA12

●A

28-29

Training & development:
spend

LA10

●C

29

Transactions with high
social benefit

IB3

◗ SS

55-56

Underwriting policy
(socially relevant elements)

INS1

■ SS

67

● SS

55-56

Labour practice:
management approach

DMA

●

24-33

▲

29-30

Lending profile

RB2

● SS

34, 36

Lending with high
social benefit

RB3

● SS

21, 40-41

Lost Time Injury
Frequency Rate (LTIFR)

LA7

●C

32

Management of
sensitive issues

CSR4

● SS

6-7,
various

LA5

16-17

28-29

IB1

Micro-credit

Various

●C

●C

Investment policy (socially
relevant elements)

Leadership development

▲

LA14

INS4

Volunteering

▲

21, 40-41

●C

33

Workforce: breakdown by
employment type, contract,
and region

LA1 +
LA2

Worklife balance

C

G3 Profile
Disclosures

OUTPUT

Report application level

Report on:
1.1
2.1 - 2.10
3.1 - 3.8, 3.10 - 3.12
4.1 - 4.4, 4.14 - 4.15

G3 Management
Approach Disclosures

G3 Peformance Indicators
& Sector Supplement
Performance Indicators

OUTPUT

Not required

OUTPUT

GRI APPLICATION LEVEL
Reports intended to qualify for
level C, C+, B, B+, A or A+
must contain each of the criteria
that are presented in the column
for the relevant level. Our Report
was prepared to meet the
requirements of application level
A+ (see Figure 32). The Report
has been checked as a test
case by the GRI during its pilot
testing of the Application Level
Checking Service and has been
confirmed as A+.

Product responsibility:
management approach

Remuneration: ratio of basic
salary of men to women by
employee category

Insurance with high
social benefit

Minimum notice period(s)
regarding significant
operational changes

SO6

Regional & rural services

Standard disclosures

National Australia Bank Corporate Social Responsibility Report 2006

Health & safety: covered in
formal agreements with
trade unions

CSR5

Report on a minimum of 10
Performance Indicators, including
at least one from each of:
social, economic and environment

*Sector supplement in final version

FIGURE 32: GRI APPLICATION LEVEL CRITERIA

C+

B
Report on all criteria listed
for Level C plus:
1.2
3.9, 3.13
4.5 - 4.13, 4.16 - 4.17
Management Approach Disclosures
for each Indicator Category

Report on a minimum of
20 Performance Indicators,
at least one from each of:
economic, environment,
human rights, labor, society,
product responsibility

B+

▲

22

●C

24

▲

32

A

A+

Same as requirement for Level B

Report externally assured

Forced labour

INT6

Report externally assured

Female-male salary ratio
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Status

Management Approach disclosed
for each Indicator Category

Respond on each core G3 and
Sector Supplement* indicator
with due regard to the materiality
Principle by either: a) reporting on
the indicator or b) explaining the
reason for its omission

Report externally assured

Content

E XP L A NAT ION OF GR I I ND I CATO R O M ISSION S
4.11 Precautionary principle: NAB does not
explicitly reference the precautionary approach
in its risk management framework. However, in
day-to-day operations, we employ sound risk
management practices, which are described
on pages 11-12 of this Report. We do not face
material environmental challenges in terms
of the direct environmental impacts of our
operations. However, where environmental
challenges are viewed as material and they are
likely to impact on our operations or our credit
risk processes, we undertake a risk assessment
and may modify our processes and procedures
to account for these risks.
EC4 – Financial assistance received from
government: The GRI G3 Guidelines describe
this as significant financial assistance received
from a government in comparison with taxes
paid as a measure of the host governments
contributions’ to the reporting organisation.
Having regard to the nature of the Group’s
businesses and having made limited internal
inquiries, we do not believe that the Group is
a significant or material recipient of subsidies
other than deductions allowed by tax legislation
for all relevant or qualifying tax payers.
Therefore, on the basis of materiality we
have not reported this information.

EC8 – Infrastructure development: Our
business operates mainly in built up areas in
cities and towns, therefore this indicator is not
of direct relevance to our operations. We do
not undertake infrastructure development of the
nature described by this indicator.
EN11 – Location/size of land owned, leased
or managed in or adjacent to areas which
are protected or of high biodiversity value:
NAB’s operations are all located in urban built
environments and therefore have no direct
impacts on biodiversity rich habitats.
EN12 – Description of significant impacts
on biodiversity: There are no major direct
impacts on biodiversity associated with the
NAB’s operations.
E20 – NOx, SOx, and other significant air
emissions by type and weight: The only
source of NOx from NAB’s operations would
be a small amount emitted from fuel combustion
in our vehicle fleet. NAB has no direct sources
of SOx. However, we would contribute indirectly
to emissions of SOx through our purchase
of electricity.
EN21 – Total water discharge by quality and
destination: NAB does not have any material
discharges to water as it operations are primarly
based in urban built environments. Our primary
discharges to water are stormwater discharges
from the roof tops of buildings that we
fully occupy.
EN23 – Total number and volume of significant
spills: There have been no significant spills from
any NAB storage facility in the reporting year, nor
in the previous reporting year. NAB has a small
number of diesel storage facilities, which are
used for fuel in back-up power supply facilities.

LA8 – Serious diseases – policy, prevention,
risk control, training: In Australia and
New Zealand, AIDS/HIV is covered by our
general OHS policies and processes and
our EEO policy. In the UK, the NAB has a
specific policy on HIV/AIDS. In general,
the Group deals with AIDs like any other longterm illness. The Group has also been reviewing
the adequacy of existing H&S policies, programs
and training for risks such as Pandemic disease
outbreaks such as Avian flu. NAB is an active
member of the Australian Bankers Association
Pandemic Preparedness Working Group and
taking actions consistent with the Working
Group’s guidelines.
HR1 – Screening of significant investments
– human rights: We now use human rights
screening on significant procurement activities
including offshoring and outsourcing. See
information on page 44. Our operations are
mainly in OECD countries which have legislation
covering human rights issues.
HR6 – Child labour: NAB employs an adult
professional workforce in all countries in which
it operates.
HR7 – Forced and compulsory labour: NAB
does not engage in forced or compulsory labour.
We employ a professional workforce in each
country in which we operate.
PR1 – Life cycle stages in which health and
safety impacts of products and services are
assessed and percentage of products/services
subject to such procedures: This indicator
is not relevant to the types of products and
services provided by our business. However, we
do provide ‘health warnings’ on our credit cardrelated direct mail and in branch brochures to
help customers to manage their levels of debt.
PR3 – Type of product and service information
required and percentage of products and
services subject to such requirements: Each
of our key businesses meet product and service
information and disclosure requirements relevant
to the countries in which our products and
services are sold.
PR6 – Advertising and promotion: Compliance
training includes a module on trade practices
compliance to ensure employees, particularly
those in marketing and communications,
understand their obligations to provide
appropriate information for customers.
SO8 – Monetary value of significant noncompliance and fines: We did not collect
information on this indicator for our 2006
Report as the indicator was new with the G3
version of the GRI’s reporting guidelines, which
were released in October 2006, after we had
completed our data collection process for the
2006 Report. We will assess our ability to report
on this indicator for our 2007 CSR Report.

AM3 – SRI oriented shareholder activity:
NAB has a ‘manager of managers’ approach to
funds management. The majority of the funds
we offer are funds under administration where
the investments are managed by third parties
external to the Group. NAB has not engaged
in SRI related shareholder activity for the small
amount of holdings for which MLC holds proxy
voting rights.
INS1 – Underwriting policy: Our wealth
management products and services include
insurance products. MLC observes the
Australian Investment and Financial Services
Association underwriting guidelines in relation
to underwriting for HIV/AIDs, genetic testing,
privacy and confidentiality and medical
standards. These policies focus on preventing
discrimination against individuals based on
specific circumstances.
INS2 – Customer profile: NAB’s insurance
customers are included within our wealth
management customer base and have not been
listed separately in this Report. We provide
general and personal insurance products
including home and car insurance and protection
for life, disability and critical illness.
INS3 – Customer complaints: Complaints
from insurance customers are included in our
statistics for wealth management complaints
and have not been listed separately in
this Report.
F4 – Client performance monitoring: Client
performance in regard to loan agreements
is monitored via the bankers as part of their
ongoing client relationship.
F6 – Environmental audits: This year we have
not undertaken any internal or external audits
of our environmental management system.
However, we have undertaken energy efficiency
assessment in our New Zealand building
portfolio. See page 50.
F7 & F8 – Client engagement on environmental
issues: As part of environmental credit risk
process, NAB engages with specific customers
on environmental issues where relevant.
We do not have systems to collect this data
in a form that can be easily aggregated and
reported. This particularly includes our project
finance customers.
F10 – Proxy voting: NAB has a ‘manager of
managers’ approach to funds management.
We do not have a specific policy for proxy voting
on environmental issues.
F12 – Monetary value of environmental
products and services: NAB provides project
finance for renewable energy infrastructure
development. Refer to pages 55-56. We do not
currently provide other specific environmental
products and services.
SUP2 – Supplier satisfaction: During 2006, we
did not undertake any satisfaction surveys with
our suppliers.
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EC7 – Hiring policy: NAB hires employees
based on merit and appropriateness of
their skill set for any advertised position.
The majority of our employees are hired
from within the region that each of our
businesses operate.

EN27 – Percentage of products sold and
their packaging materials that are reclaimed
by category: This indicator is not relevant to
the types of products and services provided
by our business.

G LOSSARY
Australian Greenhouse Office (AGO): The
lead Commonwealth agency on greenhouse
matters — responsible for both the coordination
of domestic climate change policy and delivery
of major new and existing Commonwealth
greenhouse programs.
APRA: Australian Prudential
Regulation Autahority
ASIC: Australian Securities and
Investments Commission
ASX: Australian Stock Exchange Limited
ATM: Automated Teller Machine
Basel II Capital Accord: An international
framework that sets out minimum capital and
risk management requirements for banks and
other financial institutions. The objective is to
promote safety and soundness in the financial
institutions by ensuring maintenance of
sufficient capital levels, along with supporting
policies and processes and robust governance
practices to safeguard against credit,
operational, market and interest rate risks.
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Carbon dioxide equivalents (CO2-e):
Carbon dioxide equivalents (CO2-e) are
the unit for measuring the quantity of
greenhouse emissions.
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Category A Projects: Category A projects
are defined by the International Finance
Corporation as likely to have significant adverse
environmental impacts that are sensitive,
diverse or unprecedented.
Collective Agreement: Means employment
conditions agreement between the Group
and a union. In Australia, this is known as an
enterprise agreement.
Custody services: Custody and related services
to foreign institutions, superannuation funds,
government bodies, fund managers, insurance
companies and other entities. Key products
include sub-custody, global custody, master
custody, investment administration outsourcing,
securities lending and cash deposit facilities.
Delamping: Removing lamps and globes
which are not required to maintain acceptable
lighting levels.
ECF/TCF: Elemental chlorine free/totally
chlorine free.
EEO: Equal Employment Opportunity
EFTPOS: Electronic Funds Transfer at
Point of Sale.
Energy – direct: Direct energy is the energy
consumed by an organisation to perform
its day-to-day activities. It includes energy
from fossil fuels, purchased electricity and
renewable sources, but does not include
energy sold by the organisation for use by
others. It includes production of energy, heat
steam and electricity from sources within the
boundary of an organisation as a result of that
organisation’s activities.
Energy efficiency: Using less energy to achieve
the same or greater levels of output.
Energy – indirect: The simplest definition
of indirect energy is energy used to produce
electricity consumed. It can also include
energy generated in the wider economy as a
consequence of an organisation’s activities
(particularly from its demand for goods and
services) but which are physically produced by
the activities of another organisation.

Environmental aspect: An environmental
aspect is the ‘cause’ of an environmental impact
resulting from an activity, product or service.
Environmental impact: Any change to the
environment, whether adverse or beneficial,
wholly or partially resulting from an
organisation’s activities, products or services.
Equator Principles: An industry approach
for financial institutions in determining,
assessing, and managing environmental and
social risk in project financing. Refer to
www.equatorprinciples.com
Financial services: Business unit includes
— personal, business and corporate banking,
agribusiness, cards, payment processes and
systems — particularly e-commerce – and asset
finance and fleet management.
Footings: Combined total of deposit and
lending volumes.
FTE: Full-time equivalent. A measurement for
employee number.
Green energy: Energy from renewable
energy sources.
Greenhouse emissions: Gaseous pollutants
released into the atmosphere through human
actions that amplify the greenhouse effect.
The greenhouse effect is widely accepted as
the cause of global climate change. Gases
creating greenhouse pollution include water
vapour, carbon dioxide, methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons, and
sulfur hexofluoride.
HREOC: Human Rights and Equal
Opportunities Commission
IFC: International Finance Corporation
Joule: A unit of energy. A gigajoule GJ is 109
(1 billion) joules.
kL: Kilolitre or 1000 litres.
Local suppliers: Means suppliers who
have their head office and operations
within the regional geography in which
our business operates.
Lost Time Injury Frequency Rate (LTIFR):
The Lost Time Injury Frequency Rate (LTIFR)
is calculated as reported lost time injuries
resulting in one day/ shift or more off work per
1,000,000 hours worked.
Management approach: Disclosures that
cover how an organisation addresses a given
set of topics in order to provide contact for
understanding performance in a specific area.
Market services: Traded products and risk
management solutions including foreign
exchange, money market, commodities
and derivatives.
MWh: Megawatt hour. A unit of energy used
often in relation to electricity. A megawatt is one
million watts. One megawatt hour is one million
watts running continuously for 1 hour.
1MWh = 3.6 GJ.
NGO: Non-government organisation
Ozone depleting substance (ODS):
A compound that contributes to stratospheric
ozone depletion. Ozone-depleting substances
(ODS) include Chloroflurocarbons (CFCs),
Hydrochloroflurocarbons (HCFCs) halons, methyl
bromide, carbon tetrachloride, and methyl
chloroform. ODS are generally very stable in the

troposphere and only degrade under intense
ultraviolet light in the stratosphere. When they
break down, they release chlorine or bromine
atoms, which then deplete ozone.
Performance indicators: Indicators that
provide comparable information on the
economic, environmental and social
performance of an organisation.
Precautionary approach: The precautionary
approach was developed as part of the
Rio Declaration of 1992, in which Principle
15 stated ‘in order to protect the environment,
the precautionary approach shall be widely
applied by states according to their capabilities.
Where there are threats of serious or irreversible
damage lack of full scientific certainty shall
not be used as a reason for postponing
cost-effective measures to prevent
environmental degradation’.
Relamping: Replacing existing lamps and
globes with high-performance substitutes
which maintain lighting levels with decreased
power consumption.
Renewable energy: Energy that can be used
without depleting its reserves. These sources
include sunlight or solar energy and other
sources such as wind, wave, biomass and
hydro energy.
Small-business customers/small-medium
enterprise: In this Report, small-business
customers generally have a turnover less than
$10 million. To reflect regional market needs,
customer classifications differ across Australia,
the UK and New Zealand. Some small-business
customers may be outside this range.
Socially Responsible Investment (SRI):
Investments that use criteria to select a
portfolio of socially and/or environmentally
responsible companies.
Specialised finance: A range of financial
solutions utilised in large-scale, complex
transactions such as project finance, structured
finance and acquisition finance.
TAC: Technical Advisory Committee
Transactional services: Cash management,
e-commerce, merchant facilities, liquidity
management and international
payment services.
Wealth management: Wealth management
products include financial planning services
offered in conjunction with financial advisers
– private banking, wealth creation (investment),
wealth protection (insurance), superannuation
and retirement solutions for retail customers;
outsourced investment, superannuation and
employee benefit solutions for corporate and
institutional customers; asset management
– providing investment management advisory
services including research, selection and
monitoring of investment managers under a
‘manager of managers’ approach which under
pins all the Group’s investment offerings.
Work/life balance: The ability of an
employee to balance the demand of work
and family responsibilities.
Volatile organic hydrocarbons (VOCs): A
general term that refers to a large and diverse
group of substances, including hydrocarbons,
oxygenates and halocarbons that readily
evaporate at room temperature.

C O RPO RAT E PRIN C IPLE S
TO CREATE AND DELIVER ➤ Shareholders
CONSISTENTLY SUPERIOR ➤ Customers
VALUE TO OUR: ➤ Employees
➤ Communities
OUR CORE BELIEFS AND ➤ We will be open and honest
VALUES ARE BASED ➤ We take ownership and hold ourselves
accountable (for all of our actions)
ON THE FOLLOWING
PRINCIPLES: ➤ We expect teamwork and collaboration across our
organisation for the benefit of all stakeholders
➤ We treat everyone with fairness and respect
➤ We value speed, simplicity and efficient execution
of our promises
And we do not have room for people who do not live
these principles
WE WILL BE OPEN ➤ We tell it like it is
AND HONEST ➤ We speak up and we are open to other points of view
➤ We have candid and constructive conversations
based on facts
➤ We take time to explain issues and answer questions
➤ We aim to ensure that there are no surprises.
Mistakes and non-delivery are communicated early
WE TAKE OWNERSHIP ➤ We acknowledge our mistakes and if we get it
wrong we will put it right
AND HOLD OURSELVES
ACCOUNTABLE (FOR ALL ➤ We all take responsibility for the way that
customers experience the organisation
OF OUR ACTIONS)
➤ We don’t have a policy or procedures that we
don’t take seriously
➤ We consider the economic, social and
environmental impacts of all our decisions
➤ We ensure our decisions are implemented
WE EXPECT ➤ We actively share ideas and information across the
organisation in order to capitalise on opportunities
TEAMWORK AND
to achieve more for our stakeholders
COLLABORATION
ACROSS OUR ➤ We have no room for people who put their personal
agendas ahead of the organisation and its customers
ORGANISATION FOR
THE BENEFIT OF ALL ➤ We value a diverse workforce and each employee’s
unique contributions to the team
STAKEHOLDERS
➤ We actively support and ‘speak up’ for our colleagues,
the organisation’s decisions and the communities
we work with

CONTACT US
We welcome any feedback you may have
on our 2006 CSR Report. Please email us at
corporate_social_responsibility@national.com.au
with your feedback or write to us at Corporate Social
Responsibility, National Australia Bank, Level 35,
500 Bourke Street, Melbourne. Victoria. 3000 Australia.
This report is also available at www.nabgroup.com
and additional copies can be obtained by
telephoning NAB’s Share Registry on 1300 367 647
or outside Australia + 61 3 9415 4299.
For further information on this Report contact:
Rosemary Bissett, Group Manager, Corporate
Social Responsibility on +61 3 8641 2989
Our Customer Charters can be found on the
following web sites:
➤ www.nabmarkets.com/newsinformation
➤ www.cbonline.co.uk/0,,74455,00.html
➤ www.ybonline.co.uk/0,,74455,00.html
➤ www.national.com.au/community/0,,74855,00.htm
Design and production: Text Pacific Publishing
Photography: Gavin Blue

WE TREAT ➤ We build trusted relationships with all our stakeholders
EVERYONE WITH ➤ We actively listen and respond appropriately to
our stakeholders
FAIRNESS AND
RESPECT ➤ Decisions are made in a reasonable and
consistent manner
➤ Opportunities for professional development and career
advancement are open to all and depend on ability,
performance and contribution to the Group’s success
➤ We actively promote the health and well-being of
our employees with a balance between personal
and work life
WE VALUE SPEED, ➤ We do what we say we will do
SIMPLICITY AND ➤ We make it easy for people to do business with us
EFFICIENT EXECUTION ➤ We actively challenge and eliminate practices and
policies that don’t add value
OF OUR PROMISES
➤ We promote flexibility and a ‘can do’ approach
➤ We always look to do things better, generate new
solutions and be more responsive
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