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National  
Australia 
Bank
We are a financial services 
organisation focused on  
customers and communities, 
realising potential, and doing  
the right thing.

Navigate to another section

	 Our portfolio

	 Our Australian operating model

	 Our economic contribution

	 Economic conditions

	 Challenges and opportunities

2014 Bank  
of the Year
NAB won Bank of the 
Year at the 2014 Financial 
Review Smart Investor 
Blue Ribbon awards, for  
the second year running.

Australia’s leading  
business bank
Our share of the business lending market  
is 22.8% and we’ve continued to hold our 
postion as Australia’s leading business bank.

22.8%
1

1 million  
volunteer hours

This year NAB committed to giving one 
million volunteering hours by 2018  
– with a contribution valued at $50m.

1	 APRA Banking System, September 2014.



NAB Annual Review 2014       10

National Australia Bank
We aim to deliver sustainable, 
satisfactory returns to shareholders, 
and value to our customers,  
our people and the community.  
By being focused on what matters 
most, we’ve now grown to support 
more than 12.7m  customers, 1700 
stores and business banking centres1 
and 520,000 shareholders.

Our portfolio
The majority of our financial service businesses operate 
in Australia and New Zealand, with other businesses 
located in Asia, the UK and the US. Our brands share a 
commitment to provide customers with quality products 
and services with fair fees and charges. Our relationships 
are based on the principles of help, guidance and advice 
to achieve better financial outcomes for our customers. 
Our portfolio includes:

Australian Banking
Australian Banking, including Personal Banking and 
Business Banking, offers a range of banking products 
and services to retail and business customers, ranging 
from small and medium enterprises through to 
Australia’s largest institutions. 

Our personal banking products can be accessed through 
various channels including NAB, NAB Broker, nabtrade 
and UBank.

Our business banking products cater to customers’ 
needs with specialist expertise in agribusiness, property, 
health, government, education and community. 
Australian Banking also comprises Fixed Income, 
Currencies and Commodities (FICC), Specialised Finance, 
Debt Markets, Asset Servicing and Treasury.

NAB Wealth
NAB Wealth provides superannuation, investment and 
insurance solutions to retail, corporate and institutional 

Our business  About us

Our Australian operating model

clients. It operates one of the largest networks of 
financial advisers in Australia under brands which 
include MLC, JBWere, JANA and Plum.

NZ Banking
NZ Banking comprises the Retail, Business, Corporate 
and Insurance franchises in New Zealand, operating 
under the Bank of New Zealand (BNZ) brand. It 
excludes BNZ’s market operations, which form part of 
Australian Banking.

UK Banking
UK Banking operates under the Clydesdale and 
Yorkshire Bank brands offering a range of banking 
services for both personal and business customers. 
These services are delivered through a network of 
retail branches, business and private banking centres, 
direct banking and broker-based channels.

More focus on customers
In Australia, NAB has now fully 
implemented a more integrated  
and simplified operating model  
that aligns the bank to the external 
environment and evolving customer 
needs. The model features:

More streamlined customer management  
divisions focused on managing and growing 
customer relationships.

A single product house to effectively coordinate 
and manage all product offerings and drive 
innovation.

A centralised operations, shared services and 
transformation division to drive greater scale 
and efficiency and delivery of enterprise-wide 
transformation.

Centralised support divisions, bringing together 
Risk, Finance and Strategy, People, Communications 
and Governance, to remove duplication and 
promote greater consistency.

Enterprise 
Services and 
Transformation

Wealth 
Operations

Product and 
Markets

Wealth  
Products

Centralised
Support
Functions

Australian 
Banking

NAB Wealth

1	� Includes retail agencies, retail kiosks, agribusiness stores and private banking suites.
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NAB essentials  People, culture and reputation

practice with a Practice Recognition Award from 
Catalyst, a global organisation dedicated to the 
advancement of women. We intend to make even 
greater improvements to the number of women  
in executive roles.

Our return-to-work rate (87%) of employees on 
primary carer’s leave in Australia increased by seven 
percentage points over last year’s rate – supported 
this year by the launch of programs for employees on 
parental leave to enable them to maintain stronger 
connections with the organisation.

The Australian Network on Disability reviewed the 
actions within NAB’s Accessibility Action Plan 2012–2014, 
and acknowledged we had made significant progress 
since the plan was launched in December 2012.  
We know there is more we can continue to improve.

In 2014 BNZ piloted the award-winning MyFuture 
program which has been running in Australia since 
2011. The program provides mature-age employees 
with the chance to explore their future and the 

transition to retirement. MyFuture encourages our 
employees to remain in the workforce longer, so 
we retain business knowledge and maintain strong 
customer relationships. Since 2012, the average 
retirement age within NAB has increased by 15 months 
to 59 years and eight months.

This year we recruited more than 79 Indigenous 
trainees, which totals 385 since the program was 
launched in 2009 – and we employed 30 graduating 
trainees. We also partnered with AFL Sportsready  
to deliver the first Emerging Leaders program to  
12 Indigenous employees across the business.

Our employee initiatives
In 2014, we completed negotiations for a new 
enterprise agreement to cover all NAB employees. 
Employees endorsed the new agreement, which 
provided greater certainty in relation to wages and 
terms and conditions. The changes are expected to 
deliver greater efficiency through flexible part-time 
employment, management of rostered days off, and 
revising how we classify jobs.

Initiatives like our Domestic Violence Support policy 
and our commitment to gender pay equity aim to 
improve retention rates and our reputation as an 
employer. Our new remuneration initiatives for 
financial planners have attracted positive feedback 
due to the transparency of the advice structure, and 
the move to assessing performance based on a 
balanced scorecard.

Delivering on our reputation
We hold ourselves to high standards of business 
conduct and believe reputation is built upon trust 
and respect. In 2013 we refreshed our Code of Conduct 
to give even more certainty to our customers, people 
and the community. Outlining the professional and 
ethical standards we expect from our people and 
anyone working on our behalf, our updated Code 
of Conduct was launched in October 2013. During 
February and March 2014, all of NAB’s Australian 
employees were required to complete an online 
course, which bound them to the terms of the 
refreshed Code of Conduct.

We continue to monitor and report on the number 
of alleged breaches against our Code of Conduct. A 
breakdown of breaches and the action we have taken 
can be found on the Corporate Governance section of 
nab.com.au. 

This year most of the breaches investigated by 
Workplace Relations related to workplace behaviour 
issues. In one example a NAB employee was found to 
have engaged in insider trading, unrelated to his work 
at NAB. NAB’s CEO strongly condemned the activity, 
which was in breach of our Code of Conduct, and  
the employee’s employment was terminated. 

To support best practice, we offer our people a 
number of avenues to raise concerns, including our 
Confidential Whistleblower Alert line, the People 
Advisory Centre and our fraud investigation units. In 
December 2013, NAB was subject to an enforceable 
undertaking from the Australian Securities and 
Investment Commission relating to potential 
market misconduct. We agreed to adopt specific 
monitoring and control systems and made a voluntary 
contribution of $2m to fund independent financial 
literacy projects.

Percentage of women on NAB Group 
Subsidiary Boards

Source: NAB internal.

142010

202011

262012

312013

2014 32

Indigenous school-based 
traineeship program

$1  $2.71
1

Indigenous full-time 
traineeship program

$1  $3.141

1	� Ernst and Young, Social Return on Investment Assessment 
School-based and Full-time Indigenous Trainee Programs,  
June 2014.

30%
of NAB’s Executive Management roles 
are held by women.
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NAB essentials  Governance

NAB’s CEO is delegated with the authority and 
responsibility for the day-to-day management of NAB’s 
operations by the Board. NAB’s CEO also delegates 
to senior executives and management committees 
in accordance with our delegation of authority 
governance framework. NAB continues to comply 
with the ASX Corporate Governance Principles  
and Recommendations.

Ensuring effective leadership
Board composition is guided by policy and principles 
to ensure the Board is comprised of directors with 
a diverse range of skills, expertise and experience 
directly relevant to NAB’s business. The majority of 
directors (including the Chairman) are independent 
non-executive directors. See the Board of Directors 
section of this 2014 Annual Review for details on our 
directors. The Chairman is not a former executive 
of NAB and the roles of Chairman and CEO are not 
exercised by the same person. Directors must also  
have unquestionable integrity and good character. 

Our Board Nomination Committee annually reviews 
the combined capabilities of the Board and the 
individual merits of each director to ensure that 
the Board’s composition remains appropriate. The 
Board also conducts an annual assessment of the 
performance and effectiveness of the Board as a whole 
and of its committees and individual directors.

Responsible remuneration
Our remuneration policy is structured to link rewards 
to shareholder value, promote long-term growth 
and attract and retain high-performing employees. 
We create appropriate incentives through variable 
components of remuneration, based on individual  
and organisational performance – which also 
include risk outcomes. We publish what we pay 
our CEO and our senior executives in NAB’s 2014 
Annual Financial Report.

Transparent shareholder 
communications
We are committed to maintaining a level of disclosure 
that provides all shareholders with timely and equal 
access to information. Information is communicated 
to shareholders regularly through a range of 
communication methods, including direct written 
communication, publication of all relevant NAB  
Group information on NAB’s website and webcasting 
of significant market briefings and meetings, including 
the Annual General Meeting.

Litigation
Entities within the NAB Group are defendants from 
time to time in legal proceedings. There are contingent 
liabilities in respect of claims, potential claims and 
court proceedings, against NAB Group companies. 
Where appropriate, provisions have been made.

Risk governance
The NAB Group identifies and manages risk as part 
of a NAB Group-wide Risk Management Framework. 
Maintaining our focus on risk and compliance is a  
non-negotiable that underpins how we run our 
business. The Board is ultimately responsible for 
the Risk Management Framework and is assisted 
in carrying out certain responsibilities by its Risk 
Committee, which is comprised of non-executive 
directors. For more on our risk management, see  
page 23.

For more on the Board of Directors and the Executive Leadership Team, including their experience and remuneration, see the ‘Report of Directors’ in the 2014 Annual Financial Report at nabgroup.com/annualreports.

Corporate Responsibility framework
Our Corporate Responsibility (CR) framework seeks to ensure NAB gets the fundamentals right for customers,  
is a good employer, and addresses our broader responsibility to society. The Board and the Executive Leadership 
Team review, approve and oversee our CR strategy. Internal forums allow executive leaders, senior management 
and our people to engage with material CR issues. External dialogue captures strategic input and feedback from 
the Advisory Council on CR, and our Indigenous Advisory Group, among others. For more information  
on corporate responsibility see pages 24–27.
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About this Annual Review
This 2014 Annual Review includes financial summaries and 
information from NAB’s 2014 Annual Financial Report and 
2014 Full Year Results Announcement. This is our fifth year of 
providing an integrated report on our business. This document 
is not a concise report prepared under section 314(2) of the 
Corporations Act 2001 (Cth). NAB has not prepared a concise 
report for the 2014 financial year. All figures quoted are in 
Australian dollars unless otherwise stated. A reference to ‘$’ 
is to an amount in Australian dollars and a reference to ‘£’ is 
to an amount in British pounds sterling. References to ‘nab’, 
‘NAB’, the ‘National’, ‘National Australia Bank’ or the ‘Company’ 
are to National Australia Bank Limited ABN 12 004 044 937. 
The ‘Group’ or ‘NAB Group’ refers to the National Australia 
Bank Limited and its controlled entities. All references are as 
at 30 September 2014 except where stated otherwise. Any 
references to changes (including an increase or decrease) 
relate to the previous year, unless otherwise stated. Unless 
otherwise stated, information in this document is presented 
on a cash earnings basis. Cash earnings is a non-IFRS key 
financial performance measure used by NAB, the investment 
community and NAB’s Australian peers with similar business 
portfolios. See page 2 of the 2014 Annual Review for more 
information on cash earnings and statutory net profit. 

2014 Annual Financial Report The NAB Group’s audited 
financial statements, prepared in accordance with the 
Corporations Act 2001 (Cth) and Australian Accounting 
Standards, are published in our 2014 Annual Financial Report, 
which is available in hard copy on request and can be viewed 
at nabgroup.com/annualreports from 17 November 2014. 

Additional Corporate Responsibility information is 
available in our 2014 Dig Deeper paper available online from 
17 November 2014, which provides detailed information 
for analysts and other stakeholders on our Corporate 
Responsibility (CR) performance, including historic trends and 
application of the Global Reporting Initiatives G4 guidelines.

The value of Integrated Reporting
We’re challenging ourselves to look at our business 
performance as a whole, through a framework set by the 
International Integrated Reporting Council (IIRC). This 
2014 Annual Review demonstrates how we’re creating 
value for our stakeholders through our business strategy, 
operating environment, governance and financial and 
non-financial activities. 

It captures the most impactful issues of the year as they relate 
to our performance. The content included in our 2014 Annual 
Review is the result of extensive engagement with customers, 
shareholders, our people, analysts, consumer advocate groups 
and community organisations – so it reflects what is most 
significant to stakeholders.

Being accountable

NAB’s 2014 Annual Review Steering Committee is responsible  
for ensuring the integrity of NAB’s integrated report (the  
2014 Annual Review). The Steering Committee is comprised 
of representatives from key business functions including 
Shareholder and Investor Relations, Strategy, Finance, 
Governance, Risk, Legal and Corporate Responsibility, who 
have collectively prepared the 2014 Annual Review. The 
Steering Committee concludes that the 2014 Annual Review 
has been developed with due consideration of the IIRC 
Integrated Reporting framework.

Forward-looking statements
This document contains certain forward-looking statements. 
The words ‘anticipate’, ‘believe’, ‘expect’, ‘project’, ‘estimate’, 
‘likely’, ‘intend’, ‘should’, ‘could’, ‘may’, ‘target’, ‘plan’ and other 
similar expressions are intended to identify forward-looking 
statements. Indications of, and guidance on, future earnings 
and financial position and performance are also forward-
looking statements.

Such forward-looking statements are not guarantees of 
future performance and involve known and unknown risks, 
uncertainties and other factors, many of which are beyond 
the control of the NAB Group, which may cause actual results 
to differ materially from those expressed or implied in such 
statements. There can be no assurance that actual outcomes 
will not differ materially from these statements.

Further information on important factors that could cause 
actual results to differ materially from those projected in such 
statements is contained on pages 13–19 of our 2014 Annual 
Financial Report under ‘Disclosure on Risk Factors’.

Making sure we listen
Understanding what matters to our stakeholders helps us 
continuously improve our business and processes. It shapes 
the way we think and behave. We reach out to investors, 
analysts, employees, consumer advocates, and suppliers each 
year through a series of formal and informal engagements. 
Some of our key forums include the Advisory Council on 
Corporate Responsibility, the CEO Consumer Briefing and 
our Indigenous Advisory Group, among other internal and 
external forums.

We also conduct an Annual Materiality Review to identify key 
governance, environmental and social issues likely to impact 
the business, which includes workshops, interviews and 
surveys. In 2014 we gathered more insight by increasing our 
focus on one to one interviews. See page 11 for details on our 
material issues.

Direct contact with customers has also been improved 
by NAB’s Social Media Command Centre, which is in its 
second year of operation. Our stakeholder engagement is 
chiefly guided by NAB policies and the AA1000 Stakeholder 
Engagement Standard. In line with the principle of concise 
reporting as part of the IIRC framework, we further detail our 
Annual Materiality Review and our performance on those 
material issues in our 2014 Dig Deeper paper, available at 
nabgroup.com/annualreports.

Glossary of terms

Amortisation of acquired intangible assets

The amortisation of acquired intangibles represents the amortisation of 
intangible assets arising from the acquisition of controlled entities and 
associates such as core deposit intangibles, mortgage servicing rights, 
brand names, value of business and contracts in force.

APRA

Australian Prudential Regulation Authority

Banking cost to income ratio

Represents banking operating expenses (before inter-segment 
eliminations) as a percentage of banking operating revenue (before 
inter-segment eliminations).

Basel III

Basel III is a global regulatory framework designed to increase the 
resilience of banks and banking systems and is effective for Australian 
Banks from 1 January 2013.

Cash earnings

Cash earnings is defined as net profit attributable to owners of the 
Company, adjusted for the items NAB considers appropriate to better 
reflect the underlying performance of the Group. In September 2014 
cash earnings has been adjusted for the following:

• Distributions

• Treasury shares

• Fair value and hedge ineffectiveness

• Deferred Acquisition Costs (DAC) discount rate variation

• Amortisation of acquired intangible assets

In the 2013 September year, cash earnings was adjusted for litigation 
expense and recovery. This item did not recur in the September 2014 
year. Customer redress for Payment Protection Insurance has been 
recorded as operating expenses for cash earnings to be consistent with 
presentation in 2014. For statutory purposes these provisions were 
recorded as a charge to other operating income in 2013.

Cash earnings per share – basic

Calculated as cash earnings adjusted for distributions on other equity 
instruments, divided by the weighted average number of ordinary 
shares adjusted to include treasury shares held by the NAB Group’s life 
insurance business.

Cash earnings per share – diluted

Calculated as cash earnings adjusted for distributions on other equity 
instruments and interest expense on dilutive potential ordinary shares. 
This adjusted cash earnings is divided by the weighted average number 
of ordinary shares, adjusted to include treasury shares held by the 
Group’s life insurance business and dilutive potential ordinary shares.

Shareholder information  Glossary and definitions
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Cash return on equity (RoE)

Calculated as cash earnings divided by average shareholders’  
equity, excluding non-controlling interests and other equity instruments 
and adjusted for treasury shares.

Common Equity Tier 1 (CET1) capital

Common Equity Tier 1 (CET1) capital is recognised as the highest quality 
component of capital. It is subordinated to all other elements of funding, 
absorbs losses as and when they occur, has full flexibility of dividend 
payments and has no maturity date. It is predominately comprised of 
common shares; retained earnings; undistributed current year earnings; 
as well as other elements as defined under APS111 – Capital Adequacy: 
Measurement of Capital.

Common Equity Tier 1 ratio

Common Equity Tier 1 as defined by APRA divided by risk-weighted 
assets.

Company

‘Company’ or ‘NAB’ means National Australia Bank Limited  
ABN 12 004 044 937.

Core Assets

Represents gross loans and advances including acceptances, financial 
assets at fair value, and investments held to maturity.

Customer deposits

Interest bearing, non-interest bearing and term deposits (includes retail 
and corporate deposits). 

Deferred Acquisition Cost (DAC) discount

The profit impact of a change in value of deferred acquisition costs (net 
of reinsurance) included in insurance policy liabilities resulting from a 
movement in the inflation adjusted risk-free discount rate.

Distributions

Payments to holders of other equity instrument issues such as National 
Income Securities, Trust Preferred Securities, Trust Preferred Securities 
and National Capital Instruments.

Dividend payout ratio

Dividends paid on ordinary shares divided by cash earnings per share.

Earnings per share

Basic and diluted earnings per share calculated in accordance with the 
requirements of AASB 133 Earnings per Share.

Fair value and hedge ineffectiveness

Represents volatility attributable to the Group’s application of the fair 
value option, ineffectiveness from designated accounting and economic 
hedge relationships and economic hedges of significant approved 
funding activities where hedge accounting has not been applied.

Full-time equivalent employees (FTEs)

Includes all full-time staff, part-time, fixed term and casual staff 
equivalents, as well as agency temps and external contractors either 
self-employed or employed by a third party agency. Note: This does not 
include consultants, IT professional services, outsourced service providers 
and non-executive directors.

Impaired assets

Consist of:

• �Retail loans (excluding unsecured portfolio managed facilities) which 
are contractually past due 90 days with security insufficient to cover 
principal and arrears of interest revenue;

• �Non-retail loans which are contractually past due and there is sufficient 
doubt about the ultimate collectability of principal and interest; and

• �Impaired off-balance sheet credit exposures where current 
circumstances indicate that losses may be incurred.

Unsecured portfolio managed facilities are also classified as impaired 
assets when they become 180 days past due (if not written off).

Investment earnings on retained earnings (IoRE)

Investment earnings (gross of tax) on shareholders’ retained earnings, 
comprising investment earnings on surplus assets which are held in the 
Statutory Funds to meet capital adequacy requirements under the Life 
Insurance Act 1995 (Cth). 

Shareholder information  Glossary and definitions
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NAB

‘NAB’ or the ‘Company’ means National Australia Bank Limited  
ABN 12 004 044 937.

NAB Group 

‘NAB Group’ or ‘Group’ means the Company and its controlled entities. 

Net interest margin (NIM)

Cash earnings net interest income as a percentage of average interest  
earning assets.

Net profit attributable to non-controlling interest

Reflects the allocation of profit to non-controlling interests in the 
Group.

Net profit attributable to owners of the Company

Represents the Group’s statutory profit after tax and reflects the 
amount of net profit that is attributable to owners.

Tier 1 capital

Tier 1 Capital comprises the highest quality components of capital that 
fully satisfy all of the characteristics outlined under APRA’s prudential 
framework. It provides a permanent and unrestricted commitment 
of funds, are freely available to absorb losses, do not impose any 
unavoidable servicing charge against earnings and rank behind the 
claims of depositors and other creditors in the event of winding-up.

Tier 1 capital ratio

Tier 1 Capital as defined by APRA, divided by risk-weighted assets.

Treasury shares

Shares in the Company held by the Group’s life insurance business and 
in trust by a controlled entity of the Group to meet the requirements 
of employee incentive schemes. The unrealised mark-to-market 
movements arising from changes in the share price, dividend income 
and realised profit and losses arising from the sale of shares held 
by the Group’s life insurance business are eliminated for statutory 
reporting purposes.




