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[bookmark: _Toc466532774][bookmark: _Toc466533220][bookmark: _Toc466553407][bookmark: _Toc498412428][bookmark: _Toc498415264][bookmark: _Toc529779238][bookmark: _Toc529795512]Our 2020 Annual Review provides an overview of our financial and non-financial performance and shows how we create value for our customers, colleagues and community.
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The preparation of this report is guided by the Integrated Reporting Framework (IRF).[footnoteRef:2] We are committed to the principles outlined in the IRF as they align with long-term value creation and our role as a bank in society. [2:  The Integrated Reporting Framework, developed by the International Integrated Reporting Council (IIRC), aims to establish guiding principles and content elements that govern the overall content of an integrated report.] 
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Unless otherwise stated, all the information included in this report refers to the year ended 30 September 2020 and covers the NAB Group operations’ financial and non-financial performance.
The content of this report was shaped by consulting a range of stakeholders, including customers, colleagues, shareholders and the community, as well as the Integrated Reporting Business Network and International Integrated Reporting Council (IIRC).
Refer to page 4 to see how this report interacts with, and is different from, the rest of our annual reporting suite.
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A key part of our engagement with stakeholders is our annual materiality review.[footnoteRef:3] It identifies the important environmental, social and governance (ESG) themes that shape our business and impact our community. This year we engaged with a range of stakeholders including the investment community, NAB leaders and more than 1,400 personal and business customers to help determine and validate the ESG issues we should report and focus our attention on.  [3:  More information on the materiality process, including how we conduct the annual materiality review and assessment, is available in our 2020 Sustainability Report.] 

The review involves four stages:
Identification
Prioritisation
Validation
Disclosure and review
Read about our materiality process and our prioritised material themes in more detail in the 2020 Sustainability Report (https://www.nab.com.au/annualreports).
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[bookmark: _Toc24537546][bookmark: _Toc24537613][bookmark: _Toc24537873][bookmark: _Toc55801479][bookmark: _Toc55830065][bookmark: _Toc55833878][bookmark: _Toc55901004]Prioritised material themes
Our prioritised material themes are defined below and appear as icons throughout this report. Performance across each of these themes has been critical in a year of crisis response, from natural disasters to COVID-19, and will guide our role in supporting recovery. 
Supporting customers
It’s our job to serve customers well. We are providing accessible products, acting quickly to fix things when we get it wrong, and helping individuals and businesses get through difficulty, hardship and vulnerability. In the near term, this means supporting customers throughout COVID-19 so they come out the other side in the best possible financial position. In the longer term, it’s helping customers recover and supporting inclusive economic growth. Supporting customers also includes driving social impact by supporting industries such as education, affordable housing, health and medical research.
Governance, conduct and culture
Being transparent, making ethical decisions, and continuing to show progress on the recommendations of the Royal Commission and actions of the APRA self-assessment. This includes how we are changing our culture, driving the right behaviours that put customers’ needs first and embedding accountability throughout the organisation.
Colleague capability and wellbeing
Looking after our colleagues’ health and wellbeing, and ensuring they are well-equipped to deal with new and remote ways of working. This includes embracing inclusion and diversity at all levels of our workforce and raising the bar of professionalism in the banking industry.
Managing climate change
Showing leadership and taking decisive action on climate change and environmental sustainability. We see climate change as a risk and an opportunity for our business and the broader economy, and recognise the important role we can play in helping customers and industries transition to a low-carbon economy and become more sustainable.
Data security, technology and innovation
Maintaining resilient, reliable and secure systems oriented to customer outcomes and experience. This includes making things easier, faster and safer, while managing data privacy, security and risks responsibly. Addressing digitisation and disruption through innovation is also important.


[bookmark: _Toc24537547][bookmark: _Toc24537614][bookmark: _Toc24537874][bookmark: _Toc55801480][bookmark: _Toc55830066][bookmark: _Toc55833879][bookmark: _Toc55901005]How to read this report
This report
Our 2020 Annual Review provides information on the Group’s activities and performance during 2020. It aims to show how we are creating value through our strategy, operating environment, governance and financial and non-financial activities.
Financial performance
Our 2020 Annual Financial Report includes the Report of the Directors, together with the financial statements of the Group for the year ended 30 September 2020. The Report contains information prepared on the basis of the Banking Act 1959 (Cth), Corporations Act 2001 (Cth), Accounting Standards and interpretations issued by the Australian Accounting Standards Board and Financial Reporting Standards and interpretations issued by the International Accounting Standards Board.
Governance practices
Our 2020 Corporate Governance Statement describes NAB’s approach to corporate governance and complies with the ASX Corporate Governance Council’s Principles and Recommendations (3rd edition). NAB exists to serve customers well and help our communities prosper. Our Board, our leaders and colleagues work to deliver industry leading, sustainable outcomes for our customers, shareholders and the broader community. NAB’s strategic ambition and how we work is supported by good corporate governance.
Non-financial performance
Our 2020 Sustainability Report outlines our sustainability performance over the past year. The report shows how we have engaged stakeholders to identify, prioritise and manage environmental, social and governance themes. It describes how we create value for our customers, colleagues and communities, including the positive impact we have on the environment in which we operate.
Our Sustainability Data Pack contains our non-financial data in spreadsheet form, as well as mapping content to the Global Reporting Initiative Standards and other key sustainability indices and frameworks.
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[bookmark: _Toc55830068][bookmark: _Toc55833881][bookmark: _Toc55901007]By Philip Chronican, Chairman
[bookmark: _Toc403483102]The past year has been uniquely confronting for the customers and communities we serve. In that, we are no different from most businesses around the world that are dealing with disruptions unparalleled in most of our lifetimes. 
In Australia, the tragic health and economic impacts of COVID-19 came on top of the severe drought and devastating bushfires over the summer of 2019/2020. 
Our bank and our people have been tested. I am proud of how we are responding given the critical role we play in supporting the economy and our communities.
When the economic shutdowns were brought in earlier in the year, we knew that we would have to work with governments and regulators to ensure that our customers would be supported during these critical times. 
NAB was not operating in isolation. The financial services industry has shown a strong focus on supporting customers and avoiding unnecessary financial stress on households and businesses. 
Our wider economic contribution through employment, supplier and government payments, and community investment, is particularly important during a downturn. This year we paid $3.5 billion in government payments and taxes, $5.1 billion to suppliers, $3.3 billion in dividends, and other payments that flow to employees and into the community via donations and volunteering.
I am equally conscious of the impact of our COVID-19 response on our shareholders, many of whom rely on dividends which have been substantially reduced. The total dividend of 60 cents per share in the 2020 financial year reflects the economic environment, regulatory guidance and consideration of our strong capital position. Every decision the Board makes carefully balances our short and long-term responsibilities to shareholders and our ability to serve customers and communities. 
Amid all of this, we are building a bank to be more resilient and to perform better over the long-term. We will not lose sight of the work to be done to reliably achieve responsible growth and healthy returns for our shareholders. 
Making the necessary hard choices 
Earlier this year we took decisive action to strengthen our capital position, in recognition of the magnitude of the economic crisis. Endorsed by many shareholders, our actions have enabled us to continue to support customers through COVID-19, as well as assist us to manage through the recession in Australia and economic headwinds globally. 
In uncertain times, a strong balance sheet is critical. The Board will continue to focus on maintaining our strong balance sheet to target growth opportunities and support our customers’ ambitions despite the operating environment. 
By serving customers well through this difficult period, we expect to deliver long-term value to you. We do well when our customers do well. 
The Board and leadership team have also been clear that we should share the challenges faced by our customers, shareholders and the community. The Executive Leadership Team will not receive an annual variable reward as part of their remuneration for 2020. The Board and Group Chief Executive Officer Ross McEwan also took a 20% reduction in base fees and fixed remuneration respectively from 1 April 2020 to 30 September 2020. 
The Executive Leadership Team, led by Ross since last December, has a clear plan to strengthen NAB and is getting on with it. Ross has quickly shown he is the right leader for NAB through this crisis and beyond. Alongside a talented and capable leadership team, he has led the creation of a refreshed Group Strategy, which sets a simple and impactful ambition to ‘serve customers well and help our communities prosper’. We have centred ourselves on the core notion of being a good bank.
Driving sustainable change
The lessons learnt from the Royal Commission and through our self-assessment into governance, accountability and culture remain front of mind. We are making sustainable progress by addressing the root causes of our failings.
We are holding ourselves accountable by tracking our performance in areas where we need to improve. Realising our desired culture will take time however, the right foundations are in place. Our refreshed strategy and organisational structure take these lessons to the heart of how we work.
Expectations of the bank are changing rapidly. Your Board is paying close attention to the commercial risks and opportunities that climate change poses for our business. We are taking a range of actions to help and support customers and communities through the transition to less emission intensive technologies. We have a clear ambition, and we will not walk away from industries working towards a low carbon economy. 
The NAB Board continues to evolve to reflect the skills required for the future. After serving almost seven years on the Board, Geraldine McBride has announced she will not be seeking re-election at the AGM and will retire from the Board in December. I would like to thank Geraldine for her contribution. Simon McKeon, an experienced executive and board member, will stand for election at this year’s AGM in December with Peeyush Gupta, David Armstrong and Ann Sherry who all stand for re-election. 
In a year characterised by challenges, we remain a strong and safe bank, well placed for the future. Our ambition is clear and easily understood. On behalf of the Board, thank you for your support as shareholders over the past year. Equally, I would like to thank our 34,000 colleagues who have remained focused on the right things for customers and who have understood where they could make the greatest contribution to helping Australia and New Zealand through this confronting period.
[image: Signature]
Philip Chronican, Chairman


[bookmark: _Toc55901008]CEO’s message
[bookmark: _Toc55830070][bookmark: _Toc55833883][bookmark: _Toc55901009]By Ross McEwan, CEO
The world has changed more than anyone could have imagined in the year since I joined NAB. Through all this, one constant has anchored us as a bank - we are here to serve customers well and help our communities prosper. 
For the first time in nearly 30 years, Australia is in a recession. It’s an environment many of our customers and colleagues have not experienced before. 
Since the start of the pandemic we’ve helped keep small businesses and homeowners going through lockdowns and recovery with 110,000 home loan deferrals, totalling $60 billion.
At the end of the financial year, this figure was down to $19 billion. This trend is pleasing as more customers have the confidence to exit deferrals and resume repayments or expect to resume repayments. 
Some customers do, however, need further support and we are working with every customer individually to get the best outcome for them. 
Our financial results this year reflect the challenging economic environment. 
Cash earnings declined in the year. This reflects forward looking provisions for expected deterioration in asset quality, revenue headwinds from low interest rates and subdued credit demand. 
The final dividend of 30 cents per share and total dividend for the year of 60 cents per share reflects these results and is consistent with APRA’s dividend guidance. 
As I’ve said previously, our shareholders are hurting and we need to share that pain. That’s why we decided the Executive Leadership Team would not receive any annual variable reward this year. 
We’ve also been very focused on keeping the bank safe and secure. We took decisive action in April to build balance sheet strength, by raising capital and increasing provisioning coverage. 
As a result, we are in a strong position that allows us to keep lending and supporting customers.
We want to make sure NAB is in great condition today and for the future, and that we come out of COVID-19 in a strong and safe position ready to help our customers take up opportunities on the other side. 
Looking ahead, I am optimistic that Australia and New Zealand will lead the global recovery.
While the outlook remains uncertain, there is nowhere else in the world I would rather be. Both Australia and New Zealand have fared better than most, both in economic and health terms. 
Businesses will lead our economic recovery. As Australia and New Zealand’s biggest business bank we are well positioned to be there for them. 
Many sectors, such as agriculture, have proven resilient. There are also businesses that have found, or are finding, opportunities to grow. 
Suburban cafes and shops have benefited from more people working from home and spending locally. 
We continue to lend $2.4 billion every month to Australian businesses, at historically low rates, to support the recovery by creating investment, new jobs and opportunities. 
We are working with governments, regulators and communities to support our economic recovery. This is what a responsible business does. 
In the recovery, we see opportunity to invest and grow NAB. 
In April we set out a clear plan for the long term and we are getting on with the work that must be done to realise it. 
We want to be known for being relationship-led, easy to deal with, safe and taking a long-term view. 
Our strategy has identified opportunities to grow across our core businesses, safely.
Business and Private Bank is our key differentiator. We aim to extend our market leadership by investing in bankers and further leveraging data and insights capabilities.
In August, we entered into the sale of MLC Wealth to IOOF Holdings Limited, with the aim of completing the transaction by mid-2021. This move strengthens our balance sheet and simplifies our business as we focus on our core banking offering for customers.
Given the revenue headwinds faced, cost and capital discipline will be fundamental. We need to be more efficient and resilient. Execution is key. 
Every dollar we spend is our shareholders’ money. Your money. We must constantly remind ourselves that every dollar is spent with this responsibility in mind. 
It has been my privilege to return to Australia to lead this bank.
We have a great team of 34,000 colleagues, who have adapted extraordinarily well in these times and I thank them for their resilience, hard work and focus on customers. 
We swiftly moved to working from home and refocused on the areas where our customers need us most. We’ve helped many of our customers adjust and do more of their banking digitally too. 
We know our people are NAB’s greatest strength and we are investing in our colleagues. Employee engagement is up to 76, from 66 last year, but there’s more work to do.
As we learned from the Royal Commission, we need to get the basics right. This year we announced a $50 million investment in our new accredited professional qualification for our colleagues through FINSIA.
We have also put in place a single leadership program for every leader. Our determination is to have the best bankers and the best leaders in the industry. 
This is a good bank, with good people and a clear plan. 
We are focused on what matters. I am optimistic for the opportunities ahead – for a business-led recovery, with NAB at the centre. 
This crisis will pass and I am confident NAB can become a leading bank, once again.
[image: Signature]
Ross McEwan, CEO


[bookmark: _Toc55901010]2020 at a glance
[bookmark: _Toc498412435][bookmark: _Toc498415271][bookmark: _Toc529779245][bookmark: _Toc529795519][bookmark: _Toc24537877][bookmark: _Toc55801487][bookmark: _Toc55830072][bookmark: _Toc55833885][bookmark: _Toc55901011][bookmark: _Toc434939702]Key financial performance measures[footnoteRef:4] [4:  For more information on how we have performed and created value for our stakeholders this year, refer to How we create value on pages 13-15 and Our performance on pages 44-47.] 

[bookmark: _Toc498412436][bookmark: _Toc498415272][bookmark: _Toc529779246][bookmark: _Toc529795520]$2.56bn Statutory net profit
$3.71bn Cash earnings[footnoteRef:5], 36.6% decrease from 2019 [5:  Information is presented on a continuing operations basis, unless otherwise stated. Prior periods have been restated for the presentation of MLC Wealth as a discontinued operation. Cash earnings is not a statutory financial measure, is not presented in accordance with Australian Accounting Standards, and is not audited or reviewed in accordance with Australian Auditing Standards. NAB’s audited financial statements, prepared in accordance with the Corporations Act 2001 (Cth) and Australian Accounting Standards, are set out in NAB’s 2020 Annual Financial Report. Full detail on how cash earnings is defined, a discussion of non-cash earnings items and a full reconciliation of statutory net profit attributable to owners of NAB is set out in Note 2 of NAB’s 2020 Annual Financial Report. A reconciliation of cash earnings to statutory net profit attributable to the owners of NAB is also set out on page 44 of this 2020 Annual Review.] 

$4.73bn Cash earnings4, [footnoteRef:6] ex large notables of $1.02bn, 25.9% decrease from 2019 [6:  Cash earnings large notable items after tax: customer-related and payroll remediation of $261 million (2019: $192 million), capitalised software policy change of $668 million (2019: $344 million) and impairment of property-related assets of $94 million (2019: $nil).] 

$0.60 Dividend per share (for the full year), $1.06 lower than 2019
11.47% Common equity tier 1, 109 basis points increase from 2019
6.5% Cash return on equity4 , 490 basis points decrease from 2019
[bookmark: _Toc24537878][bookmark: _Toc55801488][bookmark: _Toc55830073][bookmark: _Toc55833886][bookmark: _Toc55901012]Other key performance measures
Strategic Net Promoter Score[footnoteRef:7] -11, 5 point increase from 2019, #2 amongst major banks [7:  Net Promoter® and NPS® are registered trademarks and Net Promoter Score and Net Promoter Systems are trademarks of Bain & Company, Satmetrix Systems and Fred Reichheld. Strategic NPS: Sourced from DBM Atlas, measured on a six month rolling average. Definition has been updated to give all customers within the Business and Consumer segments equal voice. The overall Strategic NPS result combines the Consumer and Business segment results using a 50% weighting for each. This has replaced “NPS priority segments” as previously reported by NAB, which was a simple average of four customer segments (Home Owners, Investors, Small Business and Medium Business). Data is presented comparing September 2019 to September 2020 figures.] 

SME Guarantee Scheme; >$600M approved in Business Support Loans under Australian Government’s Coronavirus SME Guarantee Scheme
26,621 customers assisted experiencing financial hardship[footnoteRef:8], 35.3% increase from 2019 [8:  Number of unique primary customers approved with hardship assistance for home loans, credit cards and personal loans. Note this number reflects customers who have been referred to NAB Assist, and is not inclusive of customers with an active deferral as at 30 September 2020 ] 

Supporting communities through crisis and recovery; $5m committed to support customers, colleagues and communities impacted by the bushfires; >148,000 business and home loan customers supported with deferrals
Colleague engagement score[footnoteRef:9] 76, 5 points above our 2020 target of 71 [9:  2020 Employee Engagement Survey conducted by Glint, score based on July 2020 survey. Australia and New Zealand colleagues, population excludes external contractors, consultants and temporary colleagues. 2020 methodology differs from prior years. ] 



[bookmark: _Toc55901013]Our economic contribution
A strong and resilient economy benefits the community in different ways. Our business contributes to wider economic stability and prosperity by safeguarding jobs, stimulating growth and helping people improve their financial health.
This is particularly important during an economic downturn, and we continue to work with customers, colleagues, partners and government to support the economy.
This year we distributed $15.9 billion in payments that flow into the community. How our economic value is distributed towards important socioeconomic activities is listed below.
[bookmark: _Toc55830075][bookmark: _Toc55833888][bookmark: _Toc55901014]Our economic value distributed
Suppliers: Payments made for the provision of utilities, goods and services = $5.1bn
Community investment: Community partnerships, donations, grants, in kind support and volunteering = $42.8m
Shareholders: $3.3 billion in dividend payments to more than 641,000 shareholders = $3.3bn
Colleagues: Colleague salaries, superannuation contributions and incentives = $4.0bn
Governments: Payments made to governments in the form of the Bank Levy ($412 million paid) plus $3.1 billion in income taxes, goods and services taxes, fringe benefit taxes and payroll taxes among others = $3.5bn
Total economic value distributed[footnoteRef:10]: = $15.9bn. [10:  Aligned to the Global Reporting Initiative standards.] 

[bookmark: _Toc55830076][bookmark: _Toc55833889][bookmark: _Toc55901015]Our indirect economic contribution
$66bn in new home lending. 
$82bn in new business lending.
$469bn in deposits managed for retail and business customers.
>$60bn in total deferrals provided during COVID-19.


[bookmark: _Toc55901016]Stakeholder engagement
Effective stakeholder engagement allows us to understand what is expected of us, identify issues, and discover opportunities to improve.
Our approach to stakeholder engagement is set out in our Social Impact Policy (http://www.nab.com.au/content/dam/nabrwd/documents/policy/corporate/group-corporate-responsibility-policy.pdf), and informed by the AA1000 Stakeholder Engagement Standard.
In all interactions, we aim to be respectful, responsive, open and authentic in our engagement on issues of mutual importance.
Our main stakeholders include:
Customers.
Colleagues.
Investors and analysts.
Partners.
Industry bodies, associations, regulators and government.
Non-government organisations (NGOs) and our community partners.
Key engagement activities this year have included:
Ongoing engagement activities with all stakeholder groups regarding our response to the bushfires and other natural disasters.
Proactive, frequent engagement with all stakeholders regarding the impacts of, and our response to, COVID-19.
Engagement with industry bodies and associations on public policy issues including energy and environment policy, climate change, cyber security and privacy, financial health, resilience and vulnerability, as well as sustainable finance and responsible banking.
Engagement with relevant NGOs to seek feedback and input into our refreshed Group Environmental Policies (https://www.nab.com.au/about-us/social-impact/environment/environmental-approach) and Group Human Rights Policy (https://www.nab.com.au/about-us/social-impact/shareholders/human-rights-approach).
Engagement with our colleagues and relevant NGOs on the development and release of a new workplace adjustment guidance note. This outlines how we implement effective workplace adjustments for colleagues with disability and provide adjustments for job applicants.
Engaging interested investor groups, NGOs and member financial institutions through the Australian Banking Association (ABA), to share what we have learnt about managing modern slavery and other human rights abuse risks. We also developed a ‘human impact guide’ for our financial crime operations team which has been shared with the ABA and Fintel Alliance Partners (see page 42 in our 2020 Sustainability Report (http://www.nab.com.au/annualreports) for more detail).


[bookmark: _Toc55901017]How we create value
We draw on a range of resources to achieve our strategy, conduct our business and create value for our customers, colleagues and communities.
[bookmark: _Toc55830079][bookmark: _Toc55833892][bookmark: _Toc55901018]Our key resources
Financial
We make use of shareholder capital and other forms of financial capital, including $469 billion in deposits managed for retail and business customers.
Human, social and relationships
We depend on an engaged and inclusive workforce of more than 34,000 colleagues[footnoteRef:11] to deliver our strategy to approximately nine million customers, primarily in Australia and New Zealand. [11:  Number of full-time equivalent colleagues as at 30 September 2020, including discontinued operations. Excluding discontinued operations, FTE for 2020 is 31,372.] 

Natural
We rely on a healthy environment to conduct our business activities. We have committed to sourcing 100% of our electricity from renewable sources by 2025.
Infrastructure
We have 859 branches and business banking centres and 1,572 ATMs. We also rely on our mobile and internet banking services and call centres. 49% of our Australian branches are in regional and rural areas.
[bookmark: _Toc55830080][bookmark: _Toc55833893][bookmark: _Toc55901019]Our business activities
Our customers
We provide financial services to individuals, businesses, for-purpose organisations and large corporate and institutional customers.
We aim to get it right for customers every time and deliver fair outcomes. This includes building financial health, looking after customers experiencing vulnerability, lending responsibly and providing fit-for-purpose products and services. Where we get it wrong, we provide fair remediation.
Our business model
We earn income from interest earned on loans to our personal, business, corporate and institutional customers, as well as fees from transactional banking and other services. 
We pay interest to customers and investors who have placed deposits with us and bought our bonds and other debt securities. 
Our earnings are reinvested to improve products and services for our customers and/or returned to our 641,000 direct shareholders and to the millions of indirect shareholders who invest in us through superannuation and managed funds. We paid our shareholders $3.3 billion in dividends this year.
Our products and services
We offer a range of banking products and services across personal banking, business and private banking, corporate and institutional banking and wealth management. 
We serve customers through our NAB and BNZ network of branches and business banking centres, and through the Groups’ relationship managers, online chat function, video meetings, mobile and internet banking, contact centres, intermediary channels and ATMs.
We back people to build and grow businesses through innovative and tailored financing.
We support corporate customers, offering financing and risk management solutions.
[bookmark: _Toc55830081][bookmark: _Toc55833894][bookmark: _Toc55901020]How we created value for stakeholders this year
COVID-19 support measures
Approved more than 110,000 repayment deferrals with a value of $42 billion for home loans, and more than 38,000 repayment deferrals with a value of $21 billion for business loans in Australia.
Approved more than $600 million in Business Support Loans with NAB participating in the Australian Government’s SME Guarantee Scheme.
Offered reduction in minimum monthly repayment amount, late payment fee waiver and reduced credit card interest rate on credit card and personal loan accounts in Australia.
New lending, jobs and the economy
Provided $66 billion in new home lending and $82 billion in new business lending.[footnoteRef:12] [12:  Based on drawdowns (excluding redraws) for home lending and new and increased (on and off balance sheet) commitments for business lending.] 

Paid $4 billion in salaries and superannuation to colleagues.
Paid $3.5 billion in taxes including $412 million in bank levy.[footnoteRef:13] [13:  Includes income tax, GST, FBT, payroll tax and other taxes borne by NAB, paid during the year ended 30 September 2020.] 

Building financial health
In partnership with Good Shepherd Australia New Zealand, wrote more than $37 million in microfinance loans.
Helped more than 6,500 customers via Customer Support Hub – a specialist team of bankers dedicated to recognising and responding to signs a customer is experiencing vulnerability.
Making it right for customers
Made ~801,000 remediation payments to customers with a total value of $716 million since June 2018.
Funding for the future
Provided more than $1.2 billion in financing as part of our target of $2 billion by 2025 to help emerging technology companies and innovators grow their businesses.
Provided $11.6 million in financing as part of our commitment of $2 billion by 2023 to support affordable and specialist housing.[footnoteRef:14] [14:  Affordable and specialist housing includes affordable housing, specialist disability accommodation, sustainable housing. Progress is based on total lending facilities committed, where first drawdown occurred during the commitment period. This number does not reflect debt balance.] 

Giving to the community
Committed $5 million to support customers, colleagues and communities impacted by the bushfires, of which $3.6 million was spent on emergency customer and colleague grants and emergency relief donations, with the remainder directed to longer-term recovery efforts.
Invested $42.8 million in the community,[footnoteRef:15] including $3 million in colleague volunteering.[footnoteRef:16] [15:  Corporate community investment ranges from short-term donations to longer-term capacity-building programs. It is calculated using the London Benchmarking Group methodology. For more information, refer to the 2020 Sustainability Data Pack.]  [16:  Value of volunteering days calculated using average daily salaries by employment level, contributed by NAB colleagues to charitable organisations in Australia, New Zealand and – through our global branch network – in London, New York and parts of Asia.] 

Managing climate change
Provided $42.5 billion environmental financing as part of our commitment to provide $70 billion by 2025.[footnoteRef:17] [17:  Represented as a cumulative flow of new environmental finance since 1 October 2015. Refer to 2020 Sustainability Report and Data Pack for more information.] 

Increased our 2025 science-based GHG emissions (tCO2-e) reduction target from 21% to 51% against a restated 2015 baseline level.
Colleague capability and inclusion
Committed $50 million in investment in our colleagues over the next three years, for all colleagues to complete the Career Qualified in Banking certification through the Financial Services Institute of Australasia, an industry-first in Australia and New Zealand.
Offered 65 new traineeships to Indigenous Australians and recruited 40 African-Australians as part of the African Australian Inclusion Program.
Developed a new leadership program that will provide all managers with a consistent set of skills, understanding and expectations of leadership at NAB.


[bookmark: _Toc55901021]Our strategic ambition
This year we introduced a refreshed strategic ambition and clarified why we are here. 
[bookmark: _Toc55830083][bookmark: _Toc55833896][bookmark: _Toc55901022]We are here to serve customers well and help our communities prosper.
Our customers and colleagues are where we’ll focus our investment. Serving them well means being:
Relationship-led: building on market-leading banking expertise, data and insights.
Easy: an easier, more seamless and digitally enabled bank that gets things done faster.
Safe: protecting customers and colleagues through financial and operational resilience.
Long-term: delivering sustainable outcomes for our customers, colleagues and communities.
There are four aspects to how we work towards our strategic ambition:
Excellence for customers
Grow together 
Be respectful 
Own it
Our refreshed strategy aims to deepen our relationships with existing customers, attract more customers and lift colleague engagement. We’ll efficiently manage costs as we continue to digitise our business and improve the customer experience at our bank while offering improved returns for shareholders.
Accelerating our strategy
Our customers needed us to respond quickly and effectively to the challenges of COVID-19, and the strong and secure position we entered 2020 with allowed us to do that. Since 2017, we’ve made significant investments to improve NAB, strengthen our customer offering, and our operational and financial resilience.
We focused our investment where it matters most for customers in an environment of rapid and constant change:
More than 30,000 of our colleagues were able to adjust to working from home in under three weeks, in line with government and health advice, thanks to our investment in technology infrastructure.
We maintained a strong capital and liquidity position. Our CET1 ratio was 11.47%, the Net Stable Funding Ratio (NSFR) was 127% and liquidity coverage ratio (LCR) was 139%, above the APRA regulatory requirement of 100%.
Our customers want more digital banking options, and we’ve made them a reality with strong growth in digital sales (65% simple consumer sales via digital vs. 31% in FY17)[footnoteRef:18] and strong reduction of over-the-counter transactions across the network (47% reduction since FY17). [18:  Simple consumer products refer to transaction accounts, savings accounts, credit cards and personal loans.] 

We have a clear plan and we are getting on with it 
With solid foundations in place, our refreshed strategy announced in April 2020 sets out the next evolution of our business. This will secure our bank for the long-term as we concentrate on serving customers well. 
We redesigned our operating model this year to align with our refreshed strategy and defined new ways of working.
Our plan follows extensive consultation across our business in early 2020 to understand the challenges and opportunities for colleagues when serving customers. 
With increased focus and clarity, we can execute better. We’ll achieve this by:
Simplifying our business: We’ll only work on what matters most to customers. This means fewer projects, fewer systems and processes, and a simplified business offering.
Being consistent: From how we allocate funding, to having the right capability, we’re working together to improve and align our service offering across our business. 
Giving our leaders the right tools: Our new structure and operating model has clearer end-to-end accountabilities. Leaders can make decisions faster and will be supported by better management information and structure.
2021 will be transitional, as we carefully balance the immediate demands of a challenging external environment with investing in our long-term success. We’ll continue to support our customers when they need it the most and manage cost pressure in a disciplined way.
Despite costs associated with COVID-19, regulatory spend and investment in our colleagues, we’re looking beyond 2021. We’re building on our progress with investments for the long-term to create momentum for 2022.
Action is underway 
This year we reduced the number of key investment projects across our bank, removing non-priority projects and increasing the effective management of a small number of projects identified as critically important. 
We want to raise the bar of professionalism across the financial services industry and make our colleagues feel proud to work at NAB. We’re investing in the training and leadership capability for each of our 34,000 colleagues. We’ll maintain an enduring focus on getting the basics right, learning the lessons from the Financial Services Royal Commission and the findings of our self-assessment. 
Our customers and colleagues rely on us every day. That’s why we’re continuing to strengthen our technology reliability and resilience. We’re migrating IT applications to lower-cost cloud platforms, making our systems simpler and more consistent.
Marking our last major structural change in 2020, we entered into the sale of MLC Wealth to IOOF Holdings Limited in August 2020. Completion of the sale, which is expected by mid-2021 and is subject to certain conditions precedent, will strengthen our balance sheet and simplifies our business as we focus on our core banking offering.
How we are measuring our success
We measure our success by colleague engagement, Strategic Net Promoter Score (NPS), Cash Earnings per Share (EPS) growth, and Return on Equity (ROE).
We made significant progress this year in lifting engagement across our bank. The results from our 2020 survey show an overall score of 76. This is a significant increase compared to a score of 66 in August 2019,[footnoteRef:19] and five points above our target of 71. We’ll keep reaching higher when it comes to engaging, energising and inspiring our colleagues.  [19:  2020 Employee Engagement Survey conducted by Glint, scored based on July 2020 survey. 2020 methodology differs from prior years. The 2019 score has been restated using the updated methodology for comparative purposes. 2019 restatement falls outside the scope of Ernst & Young assurance. Population excludes external contractors, consultants and temporary colleagues.] 

In 2020, our overall Strategic NPS score was –11, a five point improvement on last year, and we’re ranked number two among the major Australian banks.
Our full year result for diluted cash earnings per share was 116.2 cents, our cash return on equity was 6.5%.
[bookmark: _Toc55830084][bookmark: _Toc55833897][bookmark: _Toc55901023]Our strategic ambition
Why we are here
To serve customers well and help our communities prosper
Who we are here for
Colleagues: Trusted professionals who are proud to be a part of NAB
Customers: Choose NAB because we serve them well every day
What we will be known for
Relationship-led: Relationships are our strength
1. Exceptional bankers
1. Unrivalled customer value (expertise, data and analytics)
1. Truly personalised experiences
Easy: Simple to deal with
1. Simple products and experiences
1. Seamless – everything just works
1. Fast and decisive
Safe: Responsible & secure business
1. Strong balance sheet
1. Leading, resilient technology and operations
1. Pre-empting risk and managing it responsibly
Long-term: A sustainable approach
1. Commercial responses to society’s biggest challenges
1. Resilient and sustainable business practices
1. Innovating for the future
Where we will grow
Business & Private: Clear market leadership
Corporate & Institutional: Disciplined growth
Personal: Simple & digital
BNZ: Personal & SME
UBank: Customer acquisition
How we work
Excellence for customers
Grow together
Be respectful
Own it
Measures for success
Engagement
NPS growth
Cash EPS growth
Return on equity


[bookmark: _Toc55901024]What we will be known for
[bookmark: _Toc55901025]Relationship-led
It’s our job to deliver the best banking experience possible to meet customer needs however they choose to interact with us. We’re building market-leading expertise, data and insight to strengthen our customer relationships and serve them well as the way customers interact with us continues to evolve.
Our long-term focus is on:
Developing exceptional bankers.
Providing unrivalled customer value.
Offering a truly personalised customer experience.
We’ve acted on our immediate priorities this year to empower our customer-facing colleagues and support our customers and colleagues through COVID-19 and beyond.
Prioritised theme: Colleague capability and wellbeing
Empowering our colleagues
Who our bankers are and how they are trained makes all the difference. That’s why we’re investing $50 million over three years to raise the bar of professionalism across the financial-services industry. This year we introduced our Career Qualified in Banking program in partnership with the Financial Services Institute of Australia (FINSIA). Our program will go above and beyond the industry standard, with NAB the first major Australian bank to deliver an accredited career pathway. NAB colleagues will gain a formal qualification to carry throughout their careers. We piloted the Accreditation Program with 31 colleagues in early 2020 and will progressively deliver it to more than 34,000 colleagues across our bank.
Our business customers value our sector expertise. To deliver this we mapped out personalised plans to best suit their needs, backed by insights and advice and developed through deep data and banking experience in our Corporate & Institutional Bank.
Prioritised theme: Supporting customers
Supporting our customers and colleagues through COVID-19 and beyond
Australians are choosing to bank with us in new ways as they adapt to different ways of living during COVID-19. In particular, the migration towards digital banking has dramatically accelerated. More than 90% of customers who interact with us are digitally active.
At the same time, over-the-counter cash transactions in our branches decreased by 25%. Our business customers have also moved away from using cash, with Express Business Deposits decreasing by 24%. 
These changes have required us to adapt in many ways so we can best serve customers where and how they choose to bank with us. These include:
Introducing a chatbot function online to answer recurring customer questions immediately. 
Extending our servicing options to include video meetings.
Launching a customer self-serve appointment booking system on nab.com.au in September 2020.
Enabling the Indigenous Customer Service Line team to remotely open customer accounts using alternative forms of identification.
We continue to strengthen our business customer relationships by getting on the front foot to help solve problems. We’ve been reaching out to small business customers to understand their individual needs during this time and have scaled up our support teams to have proactive conversations with customers as they approach the end of loan deferral periods.
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Our customers expect better banking experiences, so we’re making banking with us easier and faster.
We’re investing in better ways to serve our customers so we can offer:
Simple products and experience.
A seamless experience where everything just works.
Fast and decisive banking.
Our priority this year was to organise our bank around the needs of our customers (refer to Our Business on pages 29-31). We’re improving our products and services and increasing our digital enablement.
Simplifying our products, services, policies and processes
Buying a home is an important moment for our customers, and our Personal Bank is making the experience easier and faster. This year customers have greater flexibility to make their banking appointment when and where it suits them. We’re committed to providing a simple home loan experience for customers. Enabled by our new application service, Simple Home Loans, 30% of Redstar proprietary loans are already being approved conditionally within 60 minutes. Powered by improved digital functionality, customers can also make instant changes to their home loans by fixing rates at the touch of a button. We’ve also improved the way we capture customers’ home related needs during the application process, making it more intuitive and simpler for our colleagues.
Enabled by the Federal Government’s First Home Loan Deposit scheme, we’re one of the first major banks in Australia to make it easier for approved applicants with only a five per cent deposit to obtain a mortgage without lenders mortgage insurance. 
This year we introduced Australia’s first no interest credit card, the NAB StraightUp Card, in response to Australians wanting more control over their finances. It gives customers access to up to $3,000 credit for a flat monthly fee, charged only when the card is used. 
In our Business and Private Bank, we’re striving to give customers access to business lending faster, removing hand-offs and re-work in the end-to-end lending process. We’ve redesigned our banker support model to create a dedicated team with the skills and resources to manage all activities related to deal preparation. This model was successfully piloted in South Australia, Northern Territory and Queensland and will be introduced across our business bank in coming months. 
During the next year, we’ll continue making our processes and technology simpler to use and more consistent. We’ll adopt greater use of cloud computing, giving us more flexibility, increased collaboration and higher scalability to respond to growing customer needs. 
Our corporate and institutional customers impacted by COVID-19 are now able to apply for loan deferrals and fee waivers with faster and easier processes. Some of our customers needed immediate support and we worked hard to process appropriate requests immediately.
We introduced a single customer onboarding system for our Corporate and Institutional Bank globally. Our customers have a better experience when coming onboard with us and our colleagues find our new system faster and easier to use.
At the same time, we’ve continued to streamline our product and service offering across the Group, by removing 12 products, consolidating eight products[footnoteRef:20], and removing 88 fees. [20:  Consolidation due to multiple events including: where multiple products have been removed from our on-sale catalogue with no customer migration required, levelling exercises where multiple products with the same offering have been consolidated without customer migration, and for products that have been divested through divestment of Wealth business.] 

Increasing our digital enablement
As more Australians access banking online, we’re making our self-service offerings easier to use.
During the year we progressively digitised and transformed our personal banking experience for customers, starting with our phone authentication process. In November 2019, we became the first major Australian bank to enable customers to use voice recognition as a unique NAB identifier. Today, more than 200,000 customers are enrolled to use this technology. 
Our customers can seek help faster by speaking to our virtual assistant and we’re the first Australian bank to offer service support via Apple Business Chat and WhatsApp messaging. 
We’ve enhanced the NAB mobile app with a range of self-service features including enabling a one-click application for select transaction and savings accounts, proof of balance and interim and interest statements. In partnership with Australian technology company, Slyp, our customers can digitise paper receipts with no additional cost. 
This year we became the first bank that moved our customer-facing business bank platform, NAB Connect, to the cloud. This reduced outages by 84% and critical incidents by 30%. The cloud migration, together with foreign currency transaction fee reduction, and self-service feature improvements, made transacting with us simpler, faster and more reliable for our business customers. 
Digital enhancements are also delivering improvements for our corporate and institutional customers and bankers. 
This year our customers started to have faster and simpler access, increased control and transparency, and greater data richness when making payments through our expanded New Payments Platform (NPP). 
Our corporate and institutional customers can now easily view and manage their overall cash positions across multiple sub-entities on a single dashboard. A faster pricing system is saving our bankers more time when analysing pricing and preparing submissions for business lending products. 
Growth in digital engagement among our UBank customers continued strongly. Enhancements made this year include easy sign-up to simple transaction products via iOS and Android apps in under three minutes and with the ability to fund customer accounts instantly. 
Customers can earn bonus interest on up to 10 USave accounts, and instantly view and manage their spending insights, powered by Basiq. Gig economy workers are able to better manage their money and create a budget from multiple incomes with a smart budgeting tool, Free2Spend.
In New Zealand, our BNZ customers can better organise and understand their financial health with a new personalised spend tracking and categorisation tool in the Mobile BNZ app. BNZ customers in more remote regions of New Zealand now have greater access to vital banking and financial health services via our mobile banking branch and the Mobile BNZ app.
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As a responsible and secure lender, protecting our customers and colleagues is fundamental.
Our three priorities are:
Maintaining a strong balance sheet.
Leading resilient technology and operations.
Pre-empting risk and managing it responsibly.
This year we’ve strengthened our balance sheet, increased our technological resilience, and maintained strong financial and operational risk settings.
Strengthening our balance sheet
Our balance sheet strength is critical to serving our customers and community well. In the face of the significant economic challenges of COVID-19, our business has maintained a strong capital and liquidity position.
Our business remains well capitalised. Our CET1 ratio is strong at 11.47% on an APRA basis (and 15.8% on an internationally comparable basis), strengthened by the $3 billion institutional placement and $1.25 billion Share Purchase Plan announced in April 2020. Our Leverage Ratio was 5.8%.
Our capital management strategy concentrates on adequacy, efficiency and flexibility. The amount of capital we hold considers our risk appetite, informed by an internal risk-based assessment, regulatory requirements and shareholder expectations. We employ this approach across our business.
Our capital ratio operating targets are regularly reviewed in the context of our external economic and regulatory outlook with the objective of maintaining balance sheet strength. In response to COVID-19, APRA announced temporary changes to capital requirements including allowing banks to use buffers to support ongoing lending while also advising the expectation that Authorised Deposit-Taking Institutions (ADIs) should retain at least half of their earnings for 2020.
We’ve strengthened our funding profile over 2020. The Stable Funding Index (SFI), which represents the proportion of our core assets that are funded by customer deposits and term wholesale funding with a remaining term to maturity of greater than 12 months (including Term Funding Facility drawdowns) has increased to 101% (2019: 93%).
The onset of COVID-19 saw a rapid deterioration in global funding conditions in late February. In March, the Reserve Bank of Australia (RBA) announced the introduction of the Term Funding Facility (TFF) to assist ADIs to support the flow of credit to the domestic economy. The TFF is an efficient source of three-year term funding through to the end of June 2021, providing flexibility to manage refinancing and execution risk while also reducing funding costs. We drew down $14.3 billion of the TFF to September 2020. 
We raised $15 billion of term wholesale funding excluding the TFF and continue to access a range of wholesale funding markets and achieved diversification by tenor, product, currency and investor type. We executed benchmark transactions in core markets over the year and pursued new opportunities, which included an inaugural SONIA-linked Pound Sterling covered bond and Canadian Dollar subordinated debt issuance.
We maintained strong liquidity throughout the year with metrics further strengthening due to central bank measures in response to COVID-19. The 30 September 2020 quarterly average Liquidity Coverage Ratio (LCR) was 139%, up from 126% in 2019, and the Net Stable Funding Ratio (NSFR) was 127%, up from 113% in 2019, both above the APRA regulatory requirement of 100%.
Prioritised theme: Data security, technology and innovation
Increasing our technological resilience 
The way our customers are banking is changing rapidly, fast-tracked by COVID-19. More than 90% of customers who interact with us are digitally active, with many transitioning to no-cash transactions and internet banking during COVID-19. 
As technology rapidly evolves, we continue to adapt and grow our capability. We want to make banking easier for our customers and colleagues by ensuring we have the right technology that allows us to move faster, respond quickly to change, work efficiently, and increase our resilience. 
This includes:
Leveraging the cloud: Under a five-year strategic partnership with Microsoft, we’re co-designing, developing and investing in NAB and BNZ’s multi-cloud technology. Our customers will benefit as we improve the resilience of our banking services technology and reduce the time taken for system changes and improvements.
Embracing data and analytics: Banking is about making connections. Data enables us to connect with our customers’ needs and expectations, helping us create a more personalised customer experience and more meaningful relationships.
Creating a culture of high-speed delivery: We’re investing in the technological capability of our colleagues through upskilling and empowerment, reshaping our workforce, and seeking the best talent in the market. Our customers will benefit as we provide leading-edge technology and adopt innovative approaches. More than 1,400 of our colleagues have achieved industry-recognised cloud certifications.
Prioritised theme: Data security, technology and innovation
Maintaining strong financial and operational risk settings
Managing risk effectively is critical to us being a safe and secure bank. In 2020, our Risk team launched a new Governance, Risk and Compliance system to support the ownership and management of our obligations, risk and controls environment. Replacing multiple in-use risk systems, the new system provides a single source of truth for risk data, introduces significantly improved user experience and improves visibility to risk data throughout our business.
This year we achieved strong momentum in building a sustainable and intelligent control environment to serve our customers and be secure:
Over 1,000 new controls have been implemented or documented, uplifting the control environment for new processes and obligations across Home and Business Lending, Cyber-Security, Data, and People.
We introduced measures and targets to drive insight and progress, evidenced by improvements in business risk and control management discipline, capability and ownership.
We’re working on ways to help customers improve their financial health. In 2020, we developed a behavioural machine learning model that identifies customers who have signs of being at risk of going into financial difficulty. We launched our ‘Here to Help’ campaign to raise awareness and offer the right assistance to our customers.
We expanded the Global Privacy Office (GPO) responsible for privacy and data ethics across our business. This reflects our increased focus on transparent, compliant and ethical data collection and ensuring effective controls over our use of data, which is key to earning and maintaining the trust of our customers.
We invested in modernising our foundational infrastructure, including cloud migration, workplace technology refresh, new workflow and document management platforms, customer and data hub establishment along with improvements to systems resilience.
This year we: 
Have 865 applications in the cloud. To continue to drive our cloud agenda, we announced a strategic five-year partnership with Microsoft to migrate a further 1,080 applications to the cloud.
Insourced 17 management and operational functions across our network and technology infrastructure functions, giving us greater control over the management and quality of our services.
Achieved a 33% reduction in critical and high incidents, meaning fewer interruptions to customers’ banking needs.
Published and used more than 1,300 Application Programming Interfaces, exceeding our initial target of 500.
Our investment in technology infrastructure allowed us to rapidly navigate COVID-19. Having set the right foundations, our operations are more resilient and our colleagues have more flexibility to best serve our customers.
Our technology strategy implementation is well on its way. In 2021, we’ll continue to migrate our existing applications from our on-premise infrastructure to the cloud and replace our older technology with new enabling applications. 
We’ve taken steps to raise customer and colleague awareness of data security and protect our business from cyber threats. This year we participated in Clean Pipes, an industry initiative to improve Australia’s online security and reduce attacks on customer information.
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We have an ongoing responsibility to safeguard our economy and protect the long-term interests of our customers, colleagues, shareholders and the community.
We’re adopting a sustainable approach by:
Driving commercial responses to society’s biggest challenges.
Maintaining resilient and sustainable business practices. 
Innovating for the future.
Driving commercial responses to society’s biggest challenges
As a founding signatory of the United Nations (UN) Principles for Responsible Banking (PRB) and the first Australian bank to join the UN Collective Commitment to Climate Action (CCCA), we’re active contributors when it comes to addressing our society’s biggest challenges. This includes using our core skills, assets and resources as a business to address societal challenges. While not possible for all issues, using a commercial approach enables sustainable and scalable solutions, aligned with the changing needs of our customers and society. We’re contributing to the following areas of social and environmental need and opportunity:
Managing climate change: Committing to support our customers in the low-carbon transition, enabling us to achieve a net zero emissions lending portfolio by 2050, and actively pursuing sustainable finance opportunities.
Sustainable agriculture: Working with agribusiness customers to understand and manage natural capital, critical to supporting resilient, productive and profitable businesses.
Financial health and resilience: Helping customers manage their money, while driving inclusive banking and a leading[footnoteRef:21] hardship assistance function. [21:  Based on the ‘Rank the banks (and other creditors) 2019’ report released by Financial Counselling Australia in July 2020.] 

Infrastructure and urbanisation: Focused on investing in resilient infrastructure and supporting the delivery of affordable and specialist housing.
Indigenous economic participation: Tailored banking support for, and continuing to increase procurement spend with, Indigenous-owned businesses.
Prioritised theme: Managing climate change
Strengthening our sustainable business practices
To respond to our community’s biggest challenges and create long-term value requires the strength of our people and proper management of our environmental, social and governance (ESG) risks and opportunities.
ESG risk management is integrated within our governance structures and Risk Management Framework, informed by our ESG Risk Principles. These Principles align with our strategic ambition and assist our colleagues to consider ESG risk in day-to-day decision-making. Refer to the ‘How we act’ section of the 2020 Sustainability Report (http://www.nab.com.au/annualreports) for more information on how we’re managing our ESG risks, such as climate change and human rights, including modern slavery. 
This year we’ve continued to support customers, colleagues and communities with relief following natural disasters. We’re actively working towards building preparedness and supporting the longer-term recovery of communities impacted by natural disasters. 
With the launch of our new Inclusion and Diversity Strategy and our Career Qualified in Banking program, we’re building a workforce that not only reflects the communities we serve but also raises the professional standards of the financial services industry.
We’re managing our operations responsibly and reducing our carbon footprint. In 2020, we:
Celebrated 10 years of carbon neutrality, with our carbon emissions savings in that time equivalent to the removal of approximately one million cars off the road.
Increased our 2025 science-based GHG emissions (tCO2-e) reduction target from 21% to 51% against a restated 2015 baseline level. Emissions in 2020 have reduced 41% against the restated baseline.[footnoteRef:22] [22:  This target has a baseline of 2015 and covers all direct GHG emissions (Scope 1) and indirect GHG emissions from consumption of purchased electricity (Scope 2) across all GHGs required in the GHG Protocol Corporate Standard. This target was restated in 2020 to: (i) include data centres which were previously excluded, and (ii) align with a well-below 2°C scenario. The target has been prepared in accordance with the Sectoral Decarbonisation Approach (SDA) ‘Services Buildings’ methodology published by the Science Based Target initiative.] 

Joined the RE100 initiative, committing to sourcing 100% of electricity consumption from renewable sources by 2025. In 2020, we sourced 7% of electricity consumption from renewable sources, up from 3% in 2019.
Tracking progress
This year we’ve made solid progress against most commitments. During the first year of our affordable housing commitment, we consulted widely across industry and government, developing critical partnerships to drive advocacy and solutions for affordable and specialist disability housing. We have a strong pipeline of projects underway despite the disruption resulting from COVID-19. We have also more than doubled the amount of our electricity consumption sourced from renewable energy sources.
These commitments sit alongside a range of performance disclosures and targets relating to inclusion and diversity, our Reconciliation Action Plan, Accessibility Action Plan, and Customers Experiencing Vulnerability Framework. Detailed information is available in our 2020 Sustainability Report (http://www.nab.com.au/annualreports).
	Commitment
	Progress
	Status

	Bushfire recovery and resilience package: $5 million committed to NAB Disaster Relief Fund to support emergency relief and recovery grants to impacted customers and colleagues, and longer-term recovery and preparedness initiatives.
	$3.6 million
	Well progressed

	Provide $70 billion in environmental financing by 2025.[footnoteRef:23] [23:  Represents total cumulative flow of new environmental financing from 1 October 2015. Refer to our 2020 Sustainability Data Pack for a further breakdown of this number and reference to how our environmental finance commitment is calculated.] 

	$42.5 billion
	Well progressed

	Cap thermal coal mining exposures at 2019 levels, reduce by 50% by 2028 and intend to be effectively zero by 2035 apart from residual performance guarantees to rehabilitate existing coal assets. We now expect our thermal coal mining exposure to reduce by 50% by 2026 and to be effectively zero by 2030.
	11.4 % reduction
	Progressing

	Source 100% of our electricity consumption from renewable sources by 2025.
	7%
	Progressing

	Develop sustainable agriculture metrics to improve natural asset management (in partnership with ClimateWorks).
	Metrics released with industry
	Achieved

	Provide $2 billion in financing by 2025 to drive innovation in the emerging technology sector (baseline year 2020).
	$1.2 billion
	Well progressed

	Provide $2 billion in financing by 2023 for not-for-profit groups and other organisations that build affordable and specialist housing (baseline year 2020)[footnoteRef:24]. [24:  Affordable and specialist housing includes affordable housing, specialist disability accommodation, sustainable housing. Progress of $11.6 million is based on total lending facilities committed, where first drawdown occurred during the commitment period. This number does not reflect debt balance.] 

	$11.6 million
	Progressing

	Spend $2.6 million with Indigenous businesses by 2021 (baseline 2019).[footnoteRef:25] [25:  As of 2020 Indigenous business spend excludes GST.] 

	$3.8 million
	Achieved

	Provide 19,000 microfinance loans to Aboriginal and Torres Strait Islander customers by 2021 (baseline year 2019).
	13,631
	Well progressed


Prioritised theme: Data security, technology and innovation
Innovating for the future
NAB Ventures (our wholly-owned Venture Capital investment arm) continues to invest in cutting-edge technologies and business models to engage and accelerate innovation. NAB Ventures works across our business, exposing business units to these innovations and deepening ties with potential partners and innovative entrepreneurs. 
Through NAB Ventures and our Mergers & Acquisitions team, we made five new investments in 2020:
Athena provides a proprietary cloud-native home loan platform aimed at disrupting the Australian prime mortgage market.
Hometime provides a short-term rental management services (co-hosting) platform for Airbnb property owners.
EdStart provides financing solutions to support parents to pay private school fees through smaller increments or over an extended period.
BioCatch is the developer of behavioural biometric technology for use in identity authentication and fraud detection.
Pollinate offers a cloud-based, merchant-friendly experience which enables businesses to view real-time sales data and track average transaction value.
We continue to invest in building market-leading services for our customers:
We’re implementing Basiq’s Affordability Report to gain a comprehensive view of customers’ financial positions. This helps more than 100,000 customers who have deferred their mortgage repayments and are due for a hardship review in coming months.
We signed a cross-referral agreement with the revenue-based financier Lighter Capital.
Slyp’s digital receipt functionality was integrated into the NAB mobile banking app, which has been used by customers to digitally store >200,000 receipts. 
From July 2020, we entered the Open Banking era. Our customers can now share their information with Australian Competition and Consumer Commission (ACCC) Accredited Data Recipients. As the first sector under the new economy-wide Consumer Data Right, banking has led the way in establishing the infrastructure enabling the safe sharing of customer data. Working closely with all participants, we remain active in the evolution of Open Banking in Australia. We want to ensure our customers have a positive experience in a safe environment. Getting it right is paramount to ensuring trust and confidence in the new system of Open Banking which the Government plans to expand beyond the sharing of data. 
The delivery of phase one of Open Banking in July 2020 was a significant milestone for us as we established a new capability and validated part of our technology strategy. Built in-house in under 12 months using a combination of Application Programming Interface, microservice, mini-app and cloud technology, we were the first of the major banks to share customer data during the pre-production trials in June. We’ve already leveraged the Open Banking infrastructure to support our Xero partnership.
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We’re here to serve customers well and help our communities prosper. We have more than 34,000 colleagues at NAB, serving approximately nine million customers who rely on us to deliver secure, easy and reliable banking services.
Our customers and colleagues are at the heart of our business. We've redesigned our operational structure to serve them better and align with our refreshed strategy. Our structure reflects our increased focus on digital and delivery by elevating UBank and Strategy & Innovation. 
Our five customer-facing units reflect the needs of our customers and opportunities to grow, while providing greater end-to-end accountability for outcomes.
Our business is enabled by Technology and Enterprise Operations, Finance, Strategy and Innovation, Risk, Legal and Commercial Services, and People and Culture units to deliver common activities at scale. 
2020 Cash Earnings[footnoteRef:26] [26:  Information is presented on a continuing operations basis, unless otherwise stated. Prior periods have been restated for the presentation of MLC Wealth as a discontinued operation. Cash earnings is not a statutory financial measure, is not presented in accordance with Australian Accounting Standards, and is not audited or reviewed in accordance with Australian Auditing Standards. NAB’s audited financial statements, prepared in accordance with the Corporations Act 2001 (Cth) and Australian Accounting Standards, are set out in NAB’s 2020 Annual Financial Report. Full detail on how cash earnings is defined, a discussion of non-cash earnings items and a full reconciliation of statutory net profit attributable to owners of NAB is set out in Note 2 of NAB’s 2020 Annual Financial Report. A reconciliation of cash earnings to statutory net profit attributable to the owners of NAB is also set out on page 44 of this 2020 Annual Review.] 

	2020 Cash Earnings
	A$m

	Business & Private Banking
	$2,489

	Personal Banking
	$1,380

	Corporate & Institutional Banking
	$1,469

	New Zealand Banking
	$977

	Corporate Functions & other
	($2,605)


Divestment of MLC Wealth
On 31 August 2020, we announced an agreement to sell 100% of MLC Wealth to IOOF Holdings Limited (IOOF) for a purchase price of $1,440 million, subject to completion adjustments. Completion of the transaction is expected to occur by mid-2021, subject to certain conditions, including regulatory approvals from APRA and ACCC. 
As part of our ongoing commitment to customers, we’ll retain legal ownership of MLC’s advice entities, for the purpose of completing advice-related remediation programs. Other assets of the advice entities and colleagues working in the advice business will be transferred to IOOF as part of the transaction.
More details can be found in the 2020 Annual Financial Report (http://www.nab.com.au/annualreports).
Business & Private Banking
We’re working to solidify our market leadership through professional bankers who are backed by insightful data. 
Despite the challenging market conditions in 2020, we maintain our position as Australia’s leading business bank.
We hold 24% market share for medium-sized business customers, 22% share of small business customers, and 16% share of micro business customers.[footnoteRef:27] Our customer base reflects the full range of industries in Australia, from agriculture to health and professional services. [27:  Source: DBM Atlas, September 2020. DBM Business Financial Services monitor overall share. Base includes Medium Business (Turnover $5m-<$50m) with Deposits/Lending FUM, Small Business (Turnover $0.1m-<$5m) with Deposits/Lending FUM, and Micro Business (Turnover $0-<$0.1m) with Deposits/Lending FUM. 12 month rolling data.] 

We have deep and long-standing relationships with our business customers and offer ongoing support through the latest in industry insights and economic data. 
Business and Private Bank focuses on priority small and medium customer segments. This includes our leading nabBusiness franchise, specialised agriculture, health, government, education, community services, professional services, as well as the critical small business segment. JBWere and Private Banking are now being managed as a single unit in Business & Private Bank to help us deliver a holistic banking and wealth offering for our high net worth customers.
Personal Banking
We’re growing and deepening customer relationships with simple products and services delivered digitally, supported by exceptional bankers when it matters.
Our customers have access to a range of home lending and everyday banking products, which are becoming simpler to use and more digital every year. We serve our customers through a range of digital channels, supported by our exceptional bankers across 600 branches, our 16,000 brokers, our 1,572 ATMs, and a range of other assisted and self-service banking channels.
Corporate & Institutional Banking
We’re driving disciplined growth by supporting our key clients, particularly within strategic growth segments, while investing in enhanced capability and greater simplification of our business.
Our Corporate & Institutional Bank serves customers throughout the world, including Australia, New Zealand, UK, US, Europe and Asia. Our products and services include client coverage, corporate finance, markets, asset servicing, transactional banking, and enterprise payments. We’re also among the leading providers across a wide range of markets and origination products, including securitisation, corporate bonds, FX, and interest rate derivatives.
Bank of New Zealand (BNZ)
We’re shifting our focus towards SME and Personal Banking and increasing our digital banking capability. 
Our customers at BNZ and NAB will benefit from our close relationship as Australia and New Zealand work together to recover from COVID-19 and rebuild their economies.
By improving our digital offering at BNZ, we’ll build stronger and more personalised relationships with our customers.
UBank 
We’re investing more in our digital customer acquisition engine by providing differentiated, experience-led products and services. 
Launched in 2008, UBank continues to lead us into the future of digital banking by empowering our customers to simplify and manage their finances. Our team of digitally focused, innovative, and collaborative colleagues are working towards offering differentiated, experience-led products and services to our customers.
At a time when digital banking is becoming more important to how our customers go about their daily lives, elevating UBank within our new business structure gives us greater focus and clarity on our priorities as a business.
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Our operating environment has been characterised this year by the severe economic impact of COVID-19 as Australia’s economy fell into its first recession in almost 30 years.
COVID-19 continues to challenge our customers and our bank, with varied impacts across industries, communities and state borders. We’ve experienced volatile markets, subdued credit demand, low interest rates, and signs of deteriorating asset quality. 
As we face into these extraordinary challenges, we remain a safe and responsibly managed bank helping customers through and out the other side. By taking decisive action in April 2020 to strengthen our balance sheet, we’re in a financially secure position, with strong capital, liquidity and funding. We’re well positioned to withstand the impacts of the economic downturn. We remain open for business and continue to lend to our personal and business customers at a steady rate. 
It will take time to recover from COVID-19. Many challenges remain in the short term as the crisis requires a fluid response, but we remain optimistic about the long term for Australia and New Zealand and for NAB. 
The global economy
The global economy contracted sharply in 2020, with the largest fall in output since the early 1950s. Driven largely by measures to counter COVID-19, the fall in activity was broad-based and generally occurred over March and April, with the main exception being China where it occurred earlier.
In response to economic conditions, authorities reduced policy rates and introduced a range of other measures including bank funding programs, asset purchases and loan guarantees to support the flow of credit. At the same time, governments have introduced fiscal programs to support businesses and households, having the combined effect of increasing public debt levels and generating longer term risk. The unwinding of these programs also presents near term risk if done too rapidly.
Economic recovery commenced in the third quarter of 2020, however significant risks to the global outlook remain. COVID-19 outbreaks continue uncontrolled in a number of countries, along with the risk of additional waves of outbreak. Trade tensions between the United States and China have re-emerged, threatening a resumption of the economically damaging trade war. Other geopolitical risks include uncertainty around the European Union and United Kingdom relationship after the current transition period, tensions between Hong Kong and mainland China, and uncertainty around the Middle East and the South China Sea.
Australian economy
The Australian economy fell into recession with a 7.2% fall in Gross Domestic Product (GDP) between the end of calendar 2019 and the June quarter 2020. The largest recorded quarterly fall was experienced in the June quarter due to COVID-19 and the associated community response and government restrictions on movement and business operations.
First half decline was driven by significant falls in household consumption, residential dwelling investment, business investment and both exports and imports, particularly in international tourism. 
In contrast, public sector spending increased in the first half of 2020 partly due to COVID-19 policy measures, including direct support to households and businesses. As a result, household disposable income increased in the six months to June, including a more than 20% increase in unincorporated businesses earnings. Similarly, corporate profits increased by 12% over the same period.
In the June quarter 2020, State Final Demand (SFD)[footnoteRef:28] fell in all states and territories, with the largest falls occurring in NSW and Victoria (over 8%). Accommodation and food, arts and recreation, transport, administrative and support, and real estate services were some of the industries hardest hit. Agricultural prices were higher on average this year while seasonal conditions were also better than last year. Increases in tariffs and other non-trade barriers by China on some Australian commodities are a concern.  [28:  State Final Demand measures the total value of goods and services that are sold in a state to buyers who wish to either consume them or retain them in the form of capital assets.] 

GDP is expected to increase in the September quarter 2020, with most states and territories having eased restrictions internally, although the growth rate will be constrained by the reintroduction of restrictions in Victoria within the quarter. While substantially eased by late October, these restrictions are also likely to weigh on December quarter growth.
Due to the large fall in the first half, GDP is expected to decline in calendar 2020. Assuming COVID-19 remains under control, and there is a relaxation of state border controls by the end of 2020, a gradual recovery is projected over calendar 2021. Even so, a return to the pre-COVID-19 level of GDP is not expected until early-calendar 2022.
Since the beginning of March 2020, the RBA has reduced the cash rate target by 65 basis points to 0.10%, and has moved to targeting the yield of three year Australian Government bonds (current target is 0.10%), and introduced a Term Funding Facility. In November 2020, the RBA also announced a six-month $100 billion government bond purchase program in addition to any purchases made to support the three year yield target. At its November meeting the RBA also indicated it does not expect to increase the cash rate target for at least three years.
New Zealand economy 
New Zealand entered into recession in the first half of calendar 2020, with GDP declining by 1.4% in the March quarter and by 12.2% in the June quarter due to COVID-19. Over these two quarters there were large falls in household consumption, business and residential investment, and trade (particularly services), while government expenditure increased.
In March 2020, the RBNZ reduced the Official Cash Rate (OCR) by 75 basis points to 0.25% and stated it would remain at this level for at least 12 months. It also instituted the Large Scale Asset Purchase Program of Government bonds (LSAP). Since March, the RBNZ has, among other actions, expanded the scope and size of the LSAP and introduced a Term Lending Facility for banks. The RBNZ is also considering other policy tools, including a negative OCR.
In response to COVID-19, the New Zealand Government provided significant fiscal support, including payments and tax relief for households and businesses, healthcare, and infrastructure spending. Risks to the outlook include the extent and duration of future fiscal support, developments in COVID-19 transmission in the community, as well as the potential for a fall in net immigration if border restrictions are sustained. 
Annual average GDP growth is expected to be -4.9% in calendar year 2020, and 1.6% in calendar 2021, with GDP not expected to return to its pre-COVID-19 peak until mid-calendar 2022.
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Communities continue to endure the impacts of devastating bushfires, severe drought, and the health and economic challenges of COVID-19.
This year Australians reported significantly lower levels of wellbeing and increased levels of loneliness and anxiety, with a substantial drop in March 2020 as the impacts of COVID-19 were felt across the country. 
COVID-19 containment measures and social distancing have significantly changed our attitudes and behaviours, requiring many businesses and organisations to alter the way they operate and interact with their customers and colleagues. 
These pressures, and the uncertainty of not knowing when the pandemic will end, have contributed to increased anxiety.
While some business owners have continued to operate as normal, many have experienced pressure on profitability and cashflow, including temporary or permanent business closure. 
The impact of Victoria’s strict lockdown measures has been clear, with Victorian businesses reporting the lowest wellbeing levels across the country and the highest anxiety.
Our team has stepped up to provide additional support to our customers facing these challenges. NAB Assist received more than 540,000 calls from customers seeking financial support this year. This represents 40% more calls than we took in 2019.
It’s our responsibility to support customers and the economy as these events affect people’s health, families, businesses, and livelihoods. This is important as we continue to build strong customer relationships – when our customers succeed, we succeed as well. 
Prioritised theme: Supporting customers
Staying strong through COVID-19
COVID-19 brought about a sudden change in circumstances for people across the world. It continues to have wide-ranging impacts for our bank, colleagues, customers, and economy.
Governments have responded with difficult but necessary measures to curb the spread of COVID-19. Support measures for businesses and households have proven vital. We continue to work alongside state and federal governments, regulators and the broader industry to do what we can to support our customers and the community. In Australia, our repayment deferrals and ongoing support measures alongside government and regulatory assistance have been critical to provide customers affected by COVID-19 with much needed relief:
We’ve deferred more than 110,000 home loans (value of >$42 billion) and more than 38,000 business loans (value of >$21 billion).
We’ve approved more than $600 million in Business Support Loans under the Government’s Scheme. 
It is our responsibility to keep lending and supporting our customers through this time. Every month through COVID-19 we’ve provided around $2.4 billion in loans to businesses. We’ve also been advocating for reforms such as easing access to capital to support small to medium-sized enterprises (SMEs) during COVID-19 recovery. In October 2020, we introduced the NAB Business Support Loan to support small business customers with an annual turnover of less than $50 million with loans up to $1 million with no repayments required in the first six months.
When appropriate, we’ve provided our customers with the option to extend existing six-month loan deferrals by up to four months (ending no later than 31 March 2021).
We’ve been having more conversations with more customers during this time. Where it makes sense, we’re offering customers extra support to help manage through COVID-19, however providing further credit isn’t always the right thing to do. Our ongoing support includes free counselling, financial coaching, and free courses to help our customers set up their businesses online.
We encourage customers to restart payments, and to pay off debt, as soon as they can because it’s in their best interest to do so. Our bankers have had more than 41,000 check-in conversations with homeowners on deferrals. 
Supporting regional and rural Australia
As Australia’s leading agribusiness bank, we remain acutely aware of challenges faced by our regional and rural customers.
Ongoing drought across parts of eastern Australia demonstrates the dramatic effects that climate variability can have on businesses and households in regional and rural areas. Since 2018, we’ve offered tailored support packages to help customers experiencing prolonged drought in rural and regional areas.
As the bushfire season lengthens and the severity of bushfire events increases within Australia, we’re investing more in communities to strengthen their natural resources against climate risk, and help them with disaster preparedness, relief and recovery.
In response to the prolonged, devastating bushfire season this year and its impact on communities across Australia, we provided immediate relief to more than 1,500 affected customers and NAB colleagues. Our $5 million commitment in emergency grants and support for longer-term disaster recovery efforts comprises:
Approximately $3 million distributed in small emergency grants to impacted colleagues and customers, helping cover personal costs such as temporary accommodation, food and clothing, and business costs such as reopening, covering damaged property, equipment, and loss of stock or livestock. 
$400,000 to the Australian Red Cross’ Relief & Recovery Fund, made through direct and matched fundraising donations.
Approximately $150,000 in donations made to local charities in impacted regions via NAB’s Donate Local Funds in NSW South, NSW North/QLD, Victoria and South Australia.
$1.4 million committed to supporting longer-term recovery efforts, including a resilience and preparedness project with the Australian Red Cross.
We also facilitated $774,000 in donations for the Australian Red Cross’ Relief & Recovery Fund through our branch network and internet banking.
We empowered NAB colleagues to help communities recover by providing an additional day of Bushfire Leave for 2020, enabling colleagues to spend a day in bushfire affected regions and towns to support with economic recovery.
Adapting for our customers
Persistent challenges have exacerbated existing vulnerabilities among customers. 
The vast majority of our customers who fall behind on loan or credit card repayments are facing hardship and financial vulnerability due to an unexpected life event, such as injury or illness, unemployment, domestic violence, recent bushfires, drought, or reduction of income due to COVID-19.
NAB Assist has helped more than 170,000 Australians facing financial difficulty this year. By spending time having respectful conversations, and offering options tailored to our customer’s circumstances, we help our customers get back on track with their payments. 
We’re listening to our customers and adapting to their needs. We mobilised our business this year, adding more than 1,000 new roles to directly support customers during COVID-19.
We also became the first Australian bank to:
No longer deal with unlicensed, fee-charging debt management providers, who put customers at risk by charging high fees but often fail to help fix credit issues.
Offer our customers the option to block gambling transactions via our banking app.
Launch a credit card with no interest, no annual fees, no late payment fees and no foreign currency fees.
Prioritised theme: Colleague capability and wellbeing
Supporting our colleagues
Our colleagues at NAB have shown incredible resilience as we moved at pace to help our customers while feeling the impacts of COVID-19 themselves. The health, safety and wellbeing of our 34,000 NAB colleagues remains our highest priority. 
Within three weeks, over 30,000 of our colleagues were able to adjust to working from home, in line with government and health advice. As banking remains an essential service, others have kept serving in branches and business centres to support our customers. We’ve aimed to keep as many branches open as possible as we continue to provide essential banking services to our customers. 
We’ve provided additional support measures for our colleagues to support them through this time, including 10 days of paid Pandemic Leave, and continued support for our colleagues’ wellbeing and caring responsibilities.
This year, we asked our colleagues to be flexible as we retrained and upskilled colleagues to best support our customers. Our new operating model also brought about changes for many of our colleagues, with some roles being removed and new roles being created. We are proud of how our colleagues have adapted to the challenges and have continued to provide outstanding customer service.
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As we adapt and respond to a range of challenges in our operating environment, we continue to invest in our future, seek opportunities to grow, and ensure our bank is sustainable for the long-term.
Prioritised theme: Managing climate change
Strengthening our response to climate change
Climate change presents a significant ongoing challenge to our long-term prosperity. 
We were the first Australian bank to sign the Principles for Responsible Banking Collective Commitment to Climate Action (CCCA), committing to align our lending portfolio to net zero emissions by 2050. We’re aligning our business with the temperature goals of the Paris Agreement to limit global warming to below 2 degrees Celsius, striving for 1.5 degrees Celsius above pre-industrial levels. 
We’re supporting a transition to a low-carbon economy which ensures environmental sustainability, creates new jobs, and is socially inclusive. We see great opportunities in financing this transition. We’ve set a goal to provide $70 billion in environmental financing by 2025, reaching a cumulative total of $42.5 billion this year[footnoteRef:29]. We’ll work closely with 100 of our largest greenhouse gas emitting customers to support them in developing or improving their low carbon transition plans by 2023. We’re engaging responsibly and transparently on policy discussions supporting a just transition. [29:  Represents total cumulative flow of new environmental financing since 1 October 2015. Refer to our 2020 Sustainability Data Pack for a further breakdown of this number and reference to how our environmental finance commitment is calculated.] 

As part of our plan to decarbonise our portfolio, we’re supporting current coal-fired power generation customers implementing transition plans aligned with Paris Agreement goals of a 45% reduction in emissions by 2030 and net zero emissions by 2050. 
We’ve capped our thermal coal mining exposures at 2019 levels, reducing them by 50% by 2028 and intend to be effectively zero by 2035, apart from residual performance guarantees to rehabilitate existing coal assets. We now expect our thermal coal mining exposure to reduce by 50% by 2026, and to be effectively zero by 2030. We will not take on new-to-bank thermal coal mining customers.
We’re addressing the environmental impacts of our operations. We reached a landmark achievement in 2020, celebrating 10 years of carbon neutrality for our operations. We’ve committed to sourcing 100% of our electricity from renewable sources and now have a power purchase agreement in place to help us achieve this. We also achieved a 41% reduction towards our science-based emissions reduction target to reduce emissions by 51% by 2025, compared with a 2015 baseline.
Fighting cyber and financial crime
We continue to invest significantly in our cyber security capability to prevent, detect and respond to an evolving cyber threat landscape. 
Customers place their trust in us to keep their money and information safe. We’re striving to make our identification and authorisation capabilities straightforward and secure for our customers and colleagues. 
We also play an important role in monitoring and reporting suspicious activity, and have an obligation to keep Australia’s financial system safe. 
We continue to improve systems and processes to understand our financial crime risk position. We have a coherent plan in place to increase detection and have significantly enhanced our capability to deal with these issues. We have previously reported certain weaknesses with the implementation of Know Your Customer (KYC) requirements. We’re continuing a program of work to uplift our financial crime capabilities, minimise risk, and improve operational performance. This is a key priority project. 
Since June 2017, we’ve invested approximately $300 million as part of a multi-year program to uplift our risk management and we have more than 1,000 people dedicated to managing financial crime risks. 
We’re also a committed partner of the Fintel Alliance, a collaboration between public and private sector entities to investigate and disrupt criminal and terrorist activity. 
As threats to the global financial system grow, we’ll adapt our approach through intelligence-led financial crime risk management to ensure we stay one step ahead.
Quick link: 2020 Sustainability Report (http://www.nab.com.au/annualreports)
Prioritised theme: Governance, conduct and culture
Improving our governance, culture and accountability
The lessons learned from the Royal Commission and our self-assessment into governance, culture and accountability remain at the forefront within our bank. We’re working with speed and rigour to address identified weaknesses, improve our culture, and meet community expectations.
We’re building a culture inside our bank that earns the trust of our customers and community. Our leaders at NAB are here to listen, act and support NAB colleagues. We’re ensuring we promote a culture of speaking up to ensure our colleagues feel safe about bringing issues forward. We encourage anyone who has concerns to speak up to People Leaders, our Employee Relations team, directly to any member of the Executive Leadership Team, or by raising concerns confidentially through the NAB Whistleblower Program. Details on code of conduct breaches are available in our 2020 Sustainability Report (http://www.nab.com.au/annualreports).
Our refreshed strategy and new operating model are fundamental to maintaining clear accountability on our actions. The investment in more than 34,000 colleagues is a priority to ensure our customers’ interests are placed at the centre of our decision-making:
We’re partnering with FINSIA to make our bankers the best qualified in the industry. Our Career Qualified in Banking Program will offer our colleagues a unique level of education and accreditation and raise the bar of professionalism across our industry.
We’re also replacing our existing suite of training options with a single leadership program for all NAB colleagues. Our new Distinctive Leadership program offers a consistent approach to management and leadership practices across our bank in Australia and New Zealand, addressing a core cultural issue identified in our self-assessment.
Working constructively with our regulators 
We maintain constructive relationships with our regulators as stakeholders across the sector adapt to and engage with the health, economic and technological challenges arising this year. We are intent on bringing more rigour and discipline in the areas of conduct, compliance and operational risk. We have expanded our risk management teams and revised our regulatory principles and strategy, leading to improved compliance and regulatory outcomes. We continue to clarify roles, responsibilities and processes to improve the way we engage with our regulators.
Making it right for our customers when we get it wrong 
Our job is to get it right for our customers every time and it is our responsibility to ensure that when we don’t, money ends up back in the hands of our customers. 
We aim to bring a fair, consistent and timely approach to remediation for our impacted customers. Where we have made mistakes, we’re working to remediate customers with deliberate pace, ensuring that we get it right first time, and move forward with confidence until it is fully resolved for each customer. We’re working to do so as fast as we can. We welcome ASIC’s proposed guidance on the principles of remediation.
Our total provisions for customer-related remediation at 30 September 2020 amount to $1,945 million. Since June 2018, across NAB we have made approximately 801,000 payments to customers to the value of $716 million. This is more than double the payments when compared to this time last year. 
As part of our agreement to sell MLC Wealth to IOOF, we remain committed to our customers. We’ll retain legal ownership of MLC Wealth’s advice entities for the purpose of completing advice-related remediation programs.
Investigating payments issues to protect our colleagues
We are cognisant of issues related to payment and wage compliance for our colleagues at NAB. In December 2019, we established a wide-ranging payroll review program to ensure we pay our colleagues correctly at all times.
Our investigation into payments to both current and former Australian colleagues identified a range of potential payroll under and over payment issues dating back to 1 October 2012. We’re moving as quickly as possible to find and fix underpayments to current or former colleagues. Our estimated costs are currently $110 million in payments and $18 million in executing the program. 
We want to make it right for our colleagues as soon as investigation of an issue is complete. As we uncover payment issues, we’ll work to rectify them promptly and we’ll continue to communicate with affected colleagues throughout the life of the program.
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Board governance 
Our Board represents shareholders and serves the interests of our business by overseeing and evaluating our strategies, policies and performance. 
To assist in carrying out its responsibilities, the Board has established standing Board committees that cover each of Audit, People & Remuneration, Risk & Compliance, Customer, and Nomination & Governance matters. Other ad hoc committees are created, with specific remits, as and when required.
The Board reserves certain powers for itself and delegates certain authority and responsibility for day-to-day management of our business to our Group CEO (and other people responsible for the day-to-day management of our business). The Group CEO in turn delegates certain authorities and responsibilities to senior executives and executive committees, such as the Executive Risk and Customer Committees. These delegations are regularly reviewed and confirmed, and are consistent with the requirements of the Banking Executive Accountability Regime (BEAR).
Among other things, the Board approves our purpose, values and code of conduct to underpin the desired culture within our business and oversee the establishment by management of a culture that is focused on sound risk management and customer outcomes.
The Board overview 
The Board has been fully engaged in our response to COVID-19, including regular briefings on issues such as customer support and workplace changes to protect the health of colleagues and customers. 
Recognising the challenges our customers, shareholders and the community were experiencing due to COVID-19, the Board announced:
A reduction in non executive director base fees of 20% for the period 1 April 2020 to 30 September 2020.
A reduction of 20% of fixed remuneration for Ross McEwan, our Group CEO for the period 1 April 2020 to 30 September 2020.
The Group CEO and Executive Leadership Team will not be awarded any Variable Reward for 2020.
The Board increased its frequency of meetings during 2020 to monitor the impacts of COVID-19 and met virtually from April onwards.
Information on the Board’s priorities and key focus areas in 2020 is included in the 2020 Annual Financial Report (http://www.nab.com.au/annualreports).
During the year, the Board expanded the remit of its Remuneration Committee to include oversight of a broader range of people matters. It is now called the People & Remuneration Committee. In addition, the Board increased the emphasis of the Risk Committee on oversight of compliance risk. 
It is now called the Risk & Compliance Committee. Further information on these changes is provided in the 2020 Corporate Governance Statement (http://www.nab.com.au/annualreports).
Corporate Governance Framework 
We continually strive to improve our governance, accountability and risk management practices. 
As a fundamental element of our culture and business practices, our Corporate Governance Framework guides effective decision making in all areas of the Group through:
Strategic and operational planning.
Culture, purpose, values and conduct.
Risk management and compliance.
Customer outcomes.
Financial management.
External reporting.
People and remuneration.
Responsible remuneration 
The Board monitors our executive and Group remuneration frameworks to ensure alignment with the Group’s strategy. The Board has approved a modest range of changes within the Group’s remuneration framework and will be applied in 2021 to:
Ensure performance measures align to the refreshed strategy.
Simplify the calculation of annual variable reward.
Enhance governance through clearer application of accountability and remuneration consequences.
The Board will continue to explore potential improvements to the remuneration framework to ensure executive remuneration is aligned with our refreshed strategy, changes in regulatory requirements, and takes shareholder outcomes into consideration. The Board will balance these requirements within an effective remuneration framework that appropriately rewards our Executive Leadership Team.
Further information about our executive remuneration framework, including the Group’s policies and practices regarding the remuneration of non-executive directors, executive director and other senior executives, is set out in our Remuneration Report within our .
BEAR Framework 
For the purposes of BEAR, we’ve registered certain individuals (including directors and senior executives) as ‘Accountable Persons’ with APRA. 
Implementing BEAR has strengthened existing accountability structures and practices. It has provided greater clarity on accountabilities and resulted in clearer delegation and decision-making processes.
All NAB Accountable Persons have a letter of appointment (in the case of directors) or written employment agreement (in the case of executives), which govern the terms of their appointment, as well as a detailed BEAR Accountability Statement that is lodged with APRA.
The Federal Government intends to replace BEAR with an expanded Financial Accountability Regime (FAR). Consultation on draft FAR legislation is expected to take place in 2021.
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The Board represents shareholders and serves the interests of our business by overseeing and evaluating our strategies, policies and performance.
Board renewal 
During the year, there was a transition in Chairman and Group CEO as well as other Board renewal. The changes have delivered collective benefit in the form of fresh thinking, diversity and stability.
Philip Chronican commenced as Chairman on 15 November 2019. Ross McEwan commenced as Group CEO and Managing Director on 2 December 2019. 
Kathryn Fagg was appointed by the Board in December and was elected by shareholders at NAB’s 2019 Annual General Meeting (AGM).
Simon McKeon commenced as a non-executive director in February 2020 and will stand for election at NAB’s 2020 AGM on 18 December 2020. In the AGM Notice of Meeting, the Board recommends that shareholders vote in favour of Simon’s election.
Three directors will also stand for re-election at the 2020 AGM – David Armstrong, Peeyush Gupta and Ann Sherry. In the AGM Notice of Meeting, the Board also recommends that shareholders vote in favour of their re-election.
On 6 October, it was announced that Geraldine McBride will not be standing for re-election at the 2020 AGM.
Geraldine has been a non-executive director since March 2014.
The Board has been fully engaged in our response to COVID-19, including regular briefings on issues such as customer support and workplace changes to protect the health of colleagues and customers.
Board of directors:
Philip Chronican Non-Executive Director 
Ross McEwan, CBE Group Chief Executive Officer and Managing Director
David Armstrong Non-Executive Director
Kathryn Fagg, AO Non-Executive Director
Peeyush Gupta, AM Non-Executive Director
Anne Loveridge Non-Executive Director
Geraldine McBride Non-Executive Director
Doug McKay, ONZM Non-Executive Director
Simon McKeon, AO Non-Executive Director
Ann Sherry, AO Non-Executive Director
Quick link: 2020 Corporate Governance Statement (http://www.nab.com.au/annualreports)
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Our Executive Leadership Team has been renewed to ensure we have the right people to deliver for our customers and colleagues.
Our Executive Leadership Team (ELT) has been renewed to ensure we have the right people to deliver for our customers and colleagues. The ELT included five new appointments or changes for 2020 to drive our refreshed strategy forward.
We welcomed Group CEO and Managing Director Ross McEwan to NAB on 2 December 2019. Philip Chronican acted as Interim Group CEO until 15 November 2019. Gary Lennon was Acting Group CEO from 15 November to 1 December 2019. 
Group Executive, People & Culture Susan Ferrier commenced at NAB on 1 October 2019. She has brought extensive experience as a Chief People Officer working in Australia and overseas for multi-jurisdictional businesses. 
Rachel Slade, previously Chief Customer Experience Officer, was appointed Group Executive, Personal Banking in June 2020. Rachel has end-to-end accountability for the home lending and everyday banking needs of personal customers, including the branch network, direct and digital channels. Her appointment follows Mike Baird’s decision to leave NAB in April 2020. 
Nathan Goonan, previously Executive General Manager Group Strategy and Development, was appointed to Group Executive, Strategy & Innovation in April 2020. He is accountable for execution of the bank’s strategy, innovation agenda and all merger and acquisition activity. 
Andrew Irvine was appointed as Group Executive, Business & Private Banking and commenced with NAB on 1 September 2020. His appointment follows Anthony Healy’s decision to leave NAB in March 2020. In the interim, Michael Saadie, Chief Risk Officer Business and Private Bank, acted in the role. Andrew brings almost 25 years’ experience in financial services and joins NAB from the Bank of Montreal where he led the Canadian Business Banking division. 
David Gall, Angela Mentis, Patrick Wright, Gary Lennon, Sharon Cook and Shaun Dooley continue to be members of our ELT. 
Executive leadership team:
Ross McEwan, CBE Group Chief Executive Officer and Managing Director
Gary Lennon Group Chief Financial Officer
Sharon Cook Group Executive, Legal and Commercial Services
David Gall Group Executive, Corporate and Institutional Banking
Angela Mentis Managing Director and CEO of BNZ
Patrick Wright Group Executive, Technology and Enterprise Operations
Rachel Slade Group Executive, Personal Banking
Shaun Dooley Group Chief Risk Officer
Susan Ferrier Group Executive, People and Culture
Nathan Goonan Group Executive, Strategy and Innovation
Andrew Irvine Group Executive, Business and Private Banking
For more information on the background and experience of each member of the Group ELT, visit nab.com.au/about-us/executive-leadership-team.
Quick link: NAB Executive Leadership Team (https://www.nab.com.au/about-us/executive-leadership-team)
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	Results ($m)[footnoteRef:31], [footnoteRef:32], [footnoteRef:33] [31:  Figures are in Australian dollars, unless otherwise stated.]  [32:  Information is presented on a continuing operations basis, unless otherwise stated. Prior periods have been restated for the presentation of MLC Wealth as a discontinued operation. Refer to Glossary and definitions on pages 55-57 for definition of continuing operations and discontinued operations.]  [33:  NAB’s audited financial statements, prepared in accordance with the Corporations Act 2001 (Cth) and Australian Accounting Standards, are set out in NAB’s 2020 Annual Financial Report. A definition of cash earnings is set out in the Glossary and definitions on pages 55-57 of this report. Full detail on how cash earnings is defined, a discussion of non-cash earnings items and a full reconciliation of statutory net profit attributable to owners of NAB is set out in Note 2 of NAB’s 2020 Annual Financial Report.] 

	2020
	2019

	Net interest income[footnoteRef:34] [34:  Includes customer-related remediation of $49 million (2019: $72 million).] 

	13,871
	13,542

	Other operating income[footnoteRef:35] [35:  Includes customer-related remediation of $80 million (2019: $78 million).] 

	3,319
	3,892

	Net operating income
	17,190
	17,434

	Operating expenses[footnoteRef:36] [36:  Includes customer-related and payroll remediation of $244 million (2019: $123 million), change in application of the software capitalisation policy of $950 million (2019: $489 million) and impairment of property-related assets of $134 million (2019: $nil).] 

	-9,007
	-8,140

	Underlying profit
	8,183
	9,294

	Credit impairment charge
	-2,762
	-919

	Cash earnings before tax and distributions
	5,421
	8,375

	Income tax expense
	-1,672
	-2,439

	Cash earnings before distributions
	3,749
	5,936

	Distributions
	-39
	-83

	Cash earnings
	3,710
	5,853

	Cash earnings (excluding large notable items)[footnoteRef:37] [37:  Cash earnings large notable items after tax: customer-related and payroll remediation of $261 million (2019: $192 million), capitalised software policy change of $668 million (2019: $344 million) and impairment of property-related assets of $94 million (2019: $nil).] 

	4,733
	6,389

	Non-cash earnings items (after tax):
	
	

		Distributions
	39
	83

		Fair value and hedge ineffectiveness
	-34
	-24

		Amortisation and impairment of intangible assets
	-217
	-7

	Net profit from continuing operations
	3,498
	5,905

	Net loss after tax from discontinued operations[footnoteRef:38] [38:  Discontinued operations is defined in the Glossary and definitions on pages 55-57 and primarily relates to the net results of MLC Wealth and MLC Wealth-related items, combined with a reassessment of customer-related remediation associated with the MLC Life business. On 31 August 2020, the Group entered into an agreement for the sale of 100% of MLC Wealth, including the advice, platforms, superannuation & investments and asset management businesses, to IOOF Holdings Limited for $1,440 million subject to completion adjustments. MLC Wealth is considered to be held for sale and because the businesses being disposed of represent a separate major line of business for the Group, MLC Wealth meets the definition of a discontinued operation for the year ended 30 September 2020.] 

	-939
	-1,107

	Net profit attributable to owners of NAB (statutory net profit)
	2,559
	4,798




	[bookmark: _Ref55933723]Key Indicators[footnoteRef:39], [footnoteRef:40], [footnoteRef:41] [39:  Figures are in Australian dollars, unless otherwise stated.]  [40:  Information is presented on a continuing operations basis, unless otherwise stated. Prior periods have been restated for the presentation of MLC Wealth as a discontinued operation. Refer to Glossary and definitions on pages 55-57 for definition of continuing operations and discontinued operations.]  [41:  NAB’s audited financial statements, prepared in accordance with the Corporations Act 2001 (Cth) and Australian Accounting Standards, are set out in NAB’s 2020 Annual Financial Report. A definition of cash earnings is set out in the Glossary and definitions on page 55-57 of this report. Full detail on how cash earnings is defined, a discussion of non-cash earnings items and a full reconciliation of statutory net profit attributable to owners of NAB is set out in Note 2 of NAB’s 2020 Annual Financial Report.] 

	2020
	2019

	Statutory earnings per share (cents) – basic[footnoteRef:42] [42:  Includes discontinued operations.] 

	82.1
	168.6

	Statutory earnings per share (cents) – diluted41
	80.5
	164.4

	Cash earnings per share (cents) – basic
	120.9
	209.3

	Cash earnings per share (cents) – diluted
	116.2
	202.0

	Statutory return on equity41
	4.4%
	9.1%

	Cash return on equity
	6.5%
	11.4%

	Cash return on equity (excluding large notable items)[footnoteRef:43] [43:  Cash earnings large notable items after tax: customer-related and payroll remediation of $261 million (2019: $192 million), capitalised software policy change of $668 million (2019: $344 million) and impairment of property-related assets of $94 million (2019: $nil).] 

	8.3%
	12.4%



	Profitability, performance and efficiency measures38, 39, 40
	2020
	2019

	Dividend per share (cents)
	60
	166

	Statutory dividend payout ratio41
	73.1%
	98.5%

	Cash dividend payout ratio
	49.6%
	79.3%

	Cash earnings on average assets
	0.42%
	0.70%

	Cost to income (CTI) ratio
	52.4%
	46.7%

	Net interest margin
	1.77%
	1.78%



	Capital
	2020
	2019

	Common Equity Tier 1 ratio
	11.47%
	10.38%

	Tier 1 ratio
	13.20%
	12.36%

	Total capital ratio
	16.62%
	14.68%



	Asset quality40
	2020
	2019

	90+ days past due and gross impaired assets to gross loans and acceptances
	1.03%
	0.93%

	Specific provision to gross impaired assets
	45.0%
	39.7%



	Other[footnoteRef:44] [44:  Total Group FTE including discontinued operations. Excluding discontinued operations, FTE (spot) for 2020 is 31,372 (2019: 30,776) and FTE (average) for 2020 is 31,204 (2019: 30,532).] 

	2020
	2019

	Full Time Equivalent Employees (FTE) (spot)
	34,944
	34,370




[bookmark: _Toc55901040]2020 Group non-financial performance
	2020 Group non-financial performance[footnoteRef:45] [45:  NAB Group non-financial performance table data is described in detail in our 2020 Sustainability Report and Data Pack. All figures are as at 30 September, unless otherwise stated.] 

	2020
	2019

	Net Promoter Score (Consumer) – Australia[footnoteRef:46], [footnoteRef:47] [46:  Ernst & Young have undertaken limited assurance over these performance metrics. Refer to Assurance Report on pages 50-52 for more information.]  [47: Net Promoter® and NPS® are registered trademarks and Net Promoter Score and Net Promoter Systems are trademarks of Bain & Company, Satmetrix Systems and Fred Reichheld. Strategic NPS: Sourced from DBM Atlas, measured on a six month rolling average. Definition has been updated to give all customers within the Business and Consumer segments equal voice. The overall Strategic NPS result combines the Consumer and Business segment results using a 50% weighting for each. This has replaced “NPS priority segments” as previously reported by NAB, which was a simple average of four customer segments (Home Owners, Investors, Small Business and Medium Business). Data is presented comparing September 2019 to September 2020 figures.] 

	-6
	-14

	Net Promoter Score (Business) – Australia45, 46
	-15
	-18

	Net Promoter Score (Strategic) – Australia45, 46
	-11
	-16

	Number of customer complaints – Australia & New Zealand45, [footnoteRef:48] [48:  Reflects our ongoing commitment to encourage customer feedback and address customer concerns. For further information, refer to 2020 Sustainability Report.] 

	222,427
	226,714

	Substantiated complaints concerning breaches of customer privacy from regulatory bodies and other outside parties – Australia & New Zealand45, [footnoteRef:49] [49:  Regulatory bodies include the Office of the Australian Information Commissioner (OAIC) and Privacy Commissioner in New Zealand. Outside parties are external dispute resolution (EDR) bodies. Refer to Glossary for definition of substantiated complaint.] 

	42
	169

	Number of critical priority technology incidents – Australia45, [footnoteRef:50] [50:  Critical priority incidents: significant impact or outages to customer facing service or payment channels. High priority incidents: functionality impact to customer facing service or impact/outage to internal systems.] 

	6
	7

	Number of high priority technology incidents – Australia45, 49
	39
	60

	Number of branches and business banking centres – Group
	859
	892

	Number of ATMs – Australia and New Zealand
	1,572
	1,601

	% of registered internet banking customers that are active users – Australia
	67%
	68%

	Number of microfinance loans written – Australia & New Zealand45, [footnoteRef:51] [51:  Delivered in partnership with Good Shepherd (Australia and New Zealand).] 

	32,560
	34,975

	Value of microfinance loans written ($m) – Australia & New Zealand45, 50
	37.94
	40.4

	Number of customers assisted experiencing financial hardship 
– Australia45, [footnoteRef:52] [52:  Number of unique primary customers approved with hardship assistance for home loans, credit cards and personal loans and is not inclusive of customers with an active deferral as at 30 September 2020.] 

	26,621
	19,673

	NAB Group overall employee engagement score45, [footnoteRef:53] [53:  2020 Employee Engagement Survey conducted by Glint, scored based on July 2020 survey. 2020 methodology differs from prior years. The 2019 score has been restated using the updated methodology for comparative purposes. 2019 restatement falls outside the scope of Ernst & Young assurance. Population excludes external contractors, consultants and temporary colleagues.] 

	76
	66

	Number of breaches of our Code of Conduct – Australia45, [footnoteRef:54] [54:  Code of Conduct breaches represent confirmed breaches managed through our Employee Relations team.] 

	1,105
	1,278

	Number of disclosures received under the Whistleblower Policy45
	115
	155




	2020 Group non-financial performance [footnoteRef:55] [55:  NAB Group non-financial performance table data is described in detail in our 2020 Sustainability Report and Data Pack. All figures are as at 30 September, unless otherwise stated.] 

	2020
	2019

	% of women in total workforce[footnoteRef:56], [footnoteRef:57] [56:  Ernst & Young have undertaken limited assurance over these performance metrics. Refer to Assurance Report on pages 50-52 for more information.]  [57:  Data for these metrics has been calculated using total headcount of permanent full-time/part-time employees of the NAB Group as at 30 September.] 

	50
	51

	% of women in Executive Management (salary Group 6 and 7)55, 56
	36
	33

	% of women on NAB Group subsidiary Boards55
	40
	39

	% of women on the NAB Board (excluding executive directors)
	44
	33

	% of colleagues 50 years of age or over[footnoteRef:58] [58:  Data has been calculated based on total NAB Group permanent and fixed-term full-time/part-time, casual and external population as at 30 September.] 

	21
	20

	Return to work rate (%) from extended leave which commenced 
with primary carer leave – Australia 55, 56, [footnoteRef:59] [59:  Return to work rate measures the percentage of colleagues who have returned to work and remained a colleague for 30 days (in relevant reporting year) after taking extended leave which commenced with primary carer leave.] 

	86
	83

	Number of Indigenous Australians traineeships and internships offered[footnoteRef:60] [60:  Ernst & Young have undertaken limited assurance for the number of traineeships offered. The number stated includes 12 internships for FY2020. The number of internships offered have not been assured by Ernst & Young.] 

	77
	86

	Total colleague turnover rate (%)55, 56, [footnoteRef:61] [61:  Number of all colleagues who exited NAB each year, by exit type, as a percentage of the average permanent headcount for each respective year.] 

	11.8
	15.8

	Voluntary colleague turnover rate (%)55, 56, 60
	8.0
	10.6

	Retention rate (%) of high performing colleagues – Australia & New Zealand56, [footnoteRef:62] [62:  The percentage of colleagues recognised as high performing during the previous performance period review process, that remain employed at 30 September of the following performance period.] 

	94
	92

	Absenteeism – Australia55, [footnoteRef:63] [63:  Absenteeism represents the total number of unscheduled absence days during the period divided by the average number of full-time equivalent colleagues (excluding casual colleagues). Past results may have been revised upwards due to additional absences being recorded after the reporting period has ended. Current year results may also be revised as additional absences are recorded in our system. Any updates will be reflected in future reporting.] 

	7.87
	8.82

	Community investment – Group ($m)55, [footnoteRef:64] [64:  Prior periods’ ‘Community investment’ figures have been re-stated due to a calculation error of a component of forgone interest relating to microfinance products.] 

	42.8
	51.2

	Number of volunteer days completed – Group55
	6,018
	13,464

	Value of volunteer days completed ($m) – Group55, [footnoteRef:65] [65:  Value of volunteering days calculated using average daily salaries by employment level, contributed by NAB colleagues to charitable organisations in Australia, New Zealand and – through our global branch network – in London, New York and parts of Asia.] 

	3.0
	6.8

	Progress towards 2025 $70 billion environmental financing commitment ($bn)[footnoteRef:66] [66:  This includes NAB’s financing of green infrastructure, capital markets, asset finance and new mortgage lending flow for 6 Star residential housing in Australia (new dwellings and significant renovations) as a cumulative flow of new environmental finance since 1 October 2015. Refer to 2020 Sustainability Report and Data Pack.] 

	42.5
	33.6

	Gross greenhouse gas emissions (Scope 1, 2 and 3) (tCO -e)[footnoteRef:67] [67:  Consolidated Scope 1, Scope 2 and selected Scope 3 GHG emissions prior to renewable energy purchase are for the environmental reporting year of 1 July – 30 June. See our 2020 Sustainability Report and Data Pack for further information.] 

	157,915
	171,535

	% of material suppliers that are signatories to NAB Group Supplier Sustainability Principles55
	90
	88




[bookmark: _Toc55901041]Shareholder information and contact details
[bookmark: _Toc24537657][bookmark: _Toc24537917][bookmark: _Toc55801523][bookmark: _Toc55830103][bookmark: _Toc55833916][bookmark: _Toc55901042]2020 Annual Reporting suite
You can view our 2020 Annual Reporting suite online at nab.com.au/annualreports. 
Other documents in our Annual Reporting suite include: 
2020 Sustainability Report and Data Pack 
2020 Corporate Governance Statement
2020 Annual Financial Report 
A printed copy of our 2020 Annual Financial Report can be requested from the Share Registry either by emailing nabservices@computershare.com.au or calling 1300 367 647 (within Australia) or +61 3 9415 4299 (from outside Australia). 
Current and extensive historical information is posted and maintained on the website at nab.com.au/shareholder.
[bookmark: _Toc55830104][bookmark: _Toc55833917][bookmark: _Toc55901043]Helping convert your shares to benefit the Australian community 
ShareGift Australia is a not-for-profit organisation providing shareholders with a facility to sell and donate parcels of shares to charity, free of brokerage or other administration charges. To date, ShareGift Australia has donated more than $3 million to over 470 charities, helping to unlock a growing stream of funds for the Australian community. ShareGift Australia is proudly supported by National Australia Bank Limited and is endorsed by The ASX Group and the Australian Shareholders’ Association.
For further information about ShareGift Australia visit sharegiftaustralia.org.au or call 1300 731 632.
[bookmark: _Toc55830105][bookmark: _Toc55833918][bookmark: _Toc55901044]Contact details
Principal Share Register
Computershare Investor Services Pty Limited
Yarra Falls, 452 Johnston Street, Abbotsford VIC 3067 Australia
Postal address: GPO Box 2333, Melbourne VIC 3001 Australia
Local call: 1300 367 647
Fax: +61 3 9473 2500
Outside Australia
Telephone: +61 3 9415 4299
Fax: +61 3 9473 2500
Email: nabservices@computershare.com.au
Web address: investorcentre.com/au
United Kingdom Share Register
Computershare Investor Services plc
The Pavilions, Bridgwater Road, Bristol BS99 6ZZ United Kingdom
Telephone: +44 370 703 0197
Fax: +44 370 703 6101
Email: nabgroup@computershare.co.uk
Website: investorcentre.com/au
United States ADR Depository Transfer Agent and Registrar contact details for NAB ADR holders
Deutsche Bank Shareholder Services, American Stock Transfer & Trust Company 
Operations Center, 6201 15th Avenue Brooklyn, NY 11219 USA
Toll-free: +1 866 706 0509
Direct dial: +1 718 921 8137
Email: db@ astfinancial.com
Contact details for ADR brokers and institutional investors
US telephone: +1 212 250 9100
UK telephone: +44 207 547 6500
Email: adr@db.com
Registered office
National Australia Bank Limited
Level 1, 800 Bourke Street, Docklands VIC 3008 Australia
Telephone: 1300 889 398
Company Secretary
Louise Thomson, National Australia Bank Limited
Level 1, 800 Bourke Street, Docklands VIC 3008 Australia
Telephone: +61 3 8872 2461
Social Impact
Postal address: Social Impact, National Australia Bank Limited, 700 Bourke Street, Docklands VIC 3008 Australia
Email: social.impact@nab.com.au
Auditor
Ernst & Young
8 Exhibition Street, Melbourne VIC 3000 Australia
Telephone: +61 3 9288 8000


[bookmark: _Toc55801526][bookmark: _Toc55901045]Assurance report
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Ernst & Young
8 Exhibition Street 
Melbourne VIC 3000 Australia 
GPO Box 67 Melbourne VIC 3001
Telephone: +61 3 9288 8000
Fax: +61 3 8650 7777
ey.com/au
[bookmark: _Toc498412479][bookmark: _Toc498415315]Independent Limited Assurance Statement to the Management and Directors of National Australia Bank Limited (‘NAB’)
[bookmark: _Toc529779299][bookmark: _Toc529795573][bookmark: _Toc24537661][bookmark: _Toc24537921][bookmark: _Toc55801527][bookmark: _Toc55833920][bookmark: _Toc55901046]Our Conclusion:
Ernst & Young (‘EY’, ‘we’) was engaged by NAB to undertake limited assurance as defined by Australian Auditing Standards, here after referred to as a ‘review’, over its materiality process, identified material issues, selected performance metrics, and associated disclosures (‘performance metrics and disclosures’) included in NAB’s 2020 Annual Review (the ‘Report’) for the year ended 30 September 2020. Based on our review, nothing came to our attention that caused us to believe that:
NAB has not presented its material issues and that the associated disclosures are not complete in the Report, where materiality and completeness are defined by the Global Reporting Initiative Standards (‘GRI’)
The performance metrics and disclosures detailed below, have not been reported and presented fairly, in all material respects, in accordance with the Criteria detailed below.
[bookmark: _Toc498412480][bookmark: _Toc498415316][bookmark: _Toc529779300][bookmark: _Toc529795574][bookmark: _Toc24537662][bookmark: _Toc24537922][bookmark: _Toc55801528][bookmark: _Toc55833921][bookmark: _Toc55901047]What our review covered:
We reviewed NAB’s materiality process including NAB’s approach to identifying material issues and the disclosure of its materiality process and material issues in the Report.
We also reviewed the following performance metrics and disclosures for the year ending 30 September 2020:
26 key non-financial metrics and the related disclosures[footnoteRef:68] included throughout the Report and in the Group Nonfinancial Performance table on page 46-47 of the Report [68:  The key non-financial metrics included in the scope were determined by NAB. A list of all 26 key non-financial metrics over which EY provided limited assurance is included in our limited assurance statement for NAB’s 2020 Sustainability Report, located at https://www.nab.com.au/about-us/social-impact/shareholders/performance-and-reporting] 

The financial metrics included in the Group Financial Performance table on page 44-45 of the Report.
[bookmark: _Toc498412481][bookmark: _Toc498415317][bookmark: _Toc529779301][bookmark: _Toc529795575][bookmark: _Toc24537663][bookmark: _Toc24537923][bookmark: _Toc55801529][bookmark: _Toc55833922][bookmark: _Toc55901048]Criteria applied by NAB
In preparing the materiality process and identified material topics, NAB applied the GRI Standards of materiality and completeness. In preparing the performance metrics and disclosures NAB applied the following Criteria:
NAB's reported Criteria for the key non-financial metrics detailed on page 46-47 of the Report
NAB’s accounting policies as defined in NAB's Annual Financial Report and financial reporting policies and principles per NAB’s 2020 Results Announcement as detailed online at https://www.nab.com.au/about-us/shareholdercentre/financial-disclosuresandreporting/financial-results (together ‘the Criteria’).
[bookmark: _Toc498412482][bookmark: _Toc498415318][bookmark: _Toc529779302][bookmark: _Toc529795576][bookmark: _Toc24537664][bookmark: _Toc24537924][bookmark: _Toc55801530][bookmark: _Toc55833923][bookmark: _Toc55901049]Key responsibilities
EY’s responsibility and independence
Our responsibility was to express a limited assurance conclusion on the materiality process, identified material issues, performance metrics and disclosures in the Report.
We were also responsible for maintaining our independence and confirm that we have met the requirements of the APES 110 Code of Ethics for Professional Accountants including independence, and have the required competencies and experience to conduct this assurance engagement.
NAB’s responsibility
NAB’s management was responsible for selecting the Criteria, and fairly presenting the materiality process, selected material topics and performance metrics and disclosures in accordance with that Criteria. This responsibility includes establishing and maintaining internal controls, adequate records and making estimates that are reasonable in the circumstances.
[bookmark: _Toc498412483][bookmark: _Toc498415319][bookmark: _Toc529779303][bookmark: _Toc529795577][bookmark: _Toc24537665][bookmark: _Toc24537925][bookmark: _Toc55801531][bookmark: _Toc55833924][bookmark: _Toc55901050]Our approach to conducting the review
We conducted this review in accordance with the International Federation of Accountants' International Standard for Assurance Engagements Other Than Audits or Reviews of Historical Financial Information ('ISAE 3000'), the Auditing Standard on Review Engagements ASRE 2405 Review of Historical Financial Information Other than a Financial Report and the terms of reference for this engagement as agreed with NAB on 20 April 2020.
Summary of review procedures performed
A review consists of making enquiries, primarily of persons responsible for preparing the materiality process, selected material topics, performance metrics and disclosures, and applying analytical and other review procedures. We adapted our approach to undertaking our review procedures in response to the COVID-19 travel restrictions and social distancing requirements. We did not visit any NAB sites in person and instead undertook site-based procedures remotely, supported by the use of collaboration platforms for discussions and delivery of requested evidence and relying on prior year site visits.
Our procedures included:
Gaining an understanding of NAB’s business and approach to sustainability and performance management
Conducting interviews with NAB executive management and other key personnel and collating evidence to understand NAB’s materiality process, process for reporting performance metrics as well as risks of misstatement and quality controls to address risks
Reviewing NAB’s materiality process and conducting checks such as a media review and peer review to support alignment with the GRI Standards materiality and completeness principles
Reviewing the Report for disclosure and coverage of materiality process and identified material issues in line with the GRI standards materiality and completeness principles
Conducting limited assurance procedures over the performance metrics and disclosures, including:
Checking that the calculation Criteria have been applied as per the methodologies for the non-financial metrics within the report
Checking the clerical accuracy of input data utilised to calculate performance metrics
Undertaking analytical procedures to support the reasonableness of performance metrics
Identifying and testing assumptions supporting calculations
Performing recalculations of performance metrics using input data and, on a sample basis, testing underlying source information to support accuracy of performance metrics
Where applicable, agreeing financial metrics to core financial systems and the 2020 Results Announcement
Reviewing the accuracy and balance of statements associated with the key performance metrics.
We believe that the evidence obtained is sufficient and appropriate to provide a basis for our limited assurance conclusions.
Limited Assurance
Procedures performed in a limited assurance engagement vary in nature and timing from, and are less in extent than for, a reasonable assurance engagement. Consequently, the level of assurance obtained in a limited assurance engagement is substantially lower than the assurance that would have been obtained had a reasonable assurance engagement been performed. Our procedures were designed to obtain a limited level of assurance on which to base our conclusion and do not provide all the evidence that would be required to provide a reasonable level of assurance.
While we considered the effectiveness of management’s internal controls when determining the nature and extent of our procedures, our assurance engagement was not designed to provide assurance on internal controls. Our procedures did not include testing controls or performing procedures relating to checking aggregation or calculation of data within IT systems.
Use of our Assurance Statement
We disclaim any assumption of responsibility for any reliance on this assurance report to any persons other than management and the Directors of NAB, or for any purpose other than that for which it was prepared. Our review included web-based information that was available via web links as of the date of this statement. We provide no assurance over changes to the content of this web-based information after the date of this assurance statement.
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Ernst & Young, Melbourne, Australia
11 November 2020
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Terence Jeyaretnam, FIEAust EngExec, Partner


[bookmark: _Toc55901051]Additional information
[bookmark: _Toc24537667][bookmark: _Toc24537927][bookmark: _Toc55801533][bookmark: _Toc55830113][bookmark: _Toc55833926][bookmark: _Toc55901052]Being accountable
Our 2020 Annual Review Steering Committee is responsible for ensuring the integrity of our integrated report (the 2020 Annual Review). The Steering Committee is comprised of representatives from key business functions, including Investor Relations, Finance and Corporate Affairs. 
Other business functions have collectively contributed to the preparation of the 2020 Annual Review. These include Strategy, Governance, Risk, Legal, Treasury, People and Technology. 
The Steering Committee concludes that the 2020 Annual Review has been developed with due consideration of the IIRC Integrated Reporting Framework. 
[bookmark: _Toc24537668][bookmark: _Toc24537928][bookmark: _Toc55801534][bookmark: _Toc55830114][bookmark: _Toc55833927][bookmark: _Toc55901053]Understanding this report
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 2020 financial year. All figures quoted are in Australian dollars unless otherwise stated. A reference to ‘$’ is to an amount in Australian dollars. References to ‘NAB’ or the ‘Company’ are to National Australia Bank Limited ABN 12 004 044 937. 
The ‘NAB Group’ refers to NAB and its controlled entities. All references are as at 30 September 2020, 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. 
[bookmark: _Toc24537669][bookmark: _Toc24537929][bookmark: _Toc55801535][bookmark: _Toc55830115][bookmark: _Toc55833928][bookmark: _Toc55901054]2020 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 2020 Annual Financial Report, which can be viewed at nab.com.au/annualreports from 11 November 2020 and is available in hard copy on request. 
[bookmark: _Toc55830116][bookmark: _Toc55833929][bookmark: _Toc55901055]Social impact information
Additional Information is available in our 2020 Sustainability Report, available online from nab.com.au/annualreports. The report provides detailed information for analysts and other stakeholders on our corporate responsibility performance, including historic trends and application of the Global Reporting Initiatives Standards. 
[bookmark: _Toc24537670][bookmark: _Toc24537930][bookmark: _Toc55801537][bookmark: _Toc55830117][bookmark: _Toc55833930][bookmark: _Toc55901056]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.[footnoteRef:69]  [69:  Refer to pages 167-173 of the 2020 Annual Financial Report for more information on our contingent liabilities.] 

[bookmark: _Toc24537671][bookmark: _Toc24537931][bookmark: _Toc55801538][bookmark: _Toc55830118][bookmark: _Toc55833931][bookmark: _Toc55901057]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 21-34 of our 2020 Annual Financial Report under ‘Disclosure on Risk Factors’ (http://www.nab.com.au/annualreports).
Quick link: 2020 NAB Annual Reports (http://www.nab.com.au/annualreports)


[bookmark: _Toc55801539][bookmark: _Toc55901058]Glossary and definitions
	Term
	Definition

	AA1000
	AccountAbility’s AA1000 Series of Standards are principles-based frameworks used by global businesses, private enterprises, governments, and other public and private organizations to demonstrate leadership and performance in accountability, responsibility, and sustainability.

	Affordable and specialist housing
	Refers to residential property developments, including crisis accommodation, community housing, disability housing, build-to-rent properties and sustainable developments.

	APRA
	Australian Prudential Regulation Authority.

	ASIC
	Australian Securities and Investments Commission.

	AUSTRAC
	Australian Transaction Reports and Analysis Centre.

	Cash earnings
	Cash earnings is defined as net profit attributable to owners of NAB from continuing operations, adjusted for the items NAB considers appropriate to better reflect the underlying performance of the Group. Cash earnings for the September 2020 financial year has been adjusted for the following:
Distributions.
Fair value and hedge ineffectiveness.
Amortisation of acquired intangible assets.

	Cash return on equity (RoE)
	Cash earnings after tax expressed as a percentage of average equity (adjusted), calculated on a cash earnings basis.

	Common Equity Tier 1 (CET1) capital
	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 paid-up ordinary share capital, retained profits plus certain other items defined in APS 111 Capital Adequacy: Measurement of Capital.

	Common Equity Tier 1 ratio
	CET1 capital divided by risk-weighted assets.

	Continuing operations
	Continuing operations are the components of the Group which are not discontinued operations.

	Core assets
	Represents gross loans and advances including acceptances, financial assets at fair value and other debt instruments at amortised cost.

	Cost to income (CTI) ratio
	Represents operating expenses as a percentage of operating revenue.

	Customer deposits
	The sum of interest bearing, non-interest bearing and term deposits (including retail and corporate deposits).

	Customer-related remediation
	Consists of costs for several customer remediation matters including costs for refunds and compensation to customers, implementing remediation processes and other costs associated with regulatory compliance matters.

	Discontinued operations
	Discontinued operations are a component of the Group that either has been disposed of, or is classified as held for sale and represents a separate major line of business or geographical area of operations, which is part of a single coordinated plan for disposal.

	Distributions
	Payments to holders of equity instruments other than ordinary shares, such as National Income Securities and Trust Preferred Securities.

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

	Earnings per share (EPS) – basic
	Calculated as net profit attributable to ordinary equity holders of the parent (statutory basis) or cash earnings (cash earnings basis) divided by the weighted average number of ordinary shares.

	Earnings per share (EPS) – diluted
	Calculated as net profit attributable to ordinary equity holders of the parent (statutory basis) or cash earnings (cash earnings basis) divided by the weighted average number of ordinary shares, after adjusting both earnings and the weighted average number of ordinary shares for the impact of dilutive potential ordinary shares.

	Fair value and hedge ineffectiveness
	Represents volatility from the Group’s assets and liabilities designated at fair value, hedge accounting ineffectiveness from designated accounting hedge relationships, or from economic hedges where hedge accounting has not been applied.

	Financial year
	Year ended 30 September 2020.

	Full-time equivalent employees (FTEs)
	Includes all full-time, part-time, temporary, fixed term and casual employee equivalents, as well as agency temporary employees and external contractors either self-employed or employed by a third party agency. Note: This excludes consultants, IT professional services, outsourced service providers and non-executive directors.

	Gross Domestic Product (GDP)
	Gross Domestic Product (GDP) is the market value of the finished goods and services produced within a country in a given period of time.

	Greenhouse gas (GHG) emissions
	Gaseous pollutants released into the atmosphere that amplify the greenhouse effect. Gases responsible include carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons and sulphur hexafluoride.

	Group
	NAB and its controlled entities.

	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/or there is sufficient doubt about the ultimate collectability of principal and interest.
Off-balance sheet credit exposures where current circumstances indicate that losses may be incurred.
Unsecured portfolio managed facilities that are 180 days past due (if not written off).

	Material supplier
	A material supplier, as defined in accordance with APRA Prudential Standard CPS 231 or regional equivalent, performs an outsourcing activity that has the potential, if disrupted, to have a significant impact on NAB Group’s business operations or its ability to manage risks effectively.

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

	Net interest margin (NIM)
	Net interest income derived on a cash earnings basis expressed as a percentage of average interest earning assets.

	Net profit attributable to owners of NAB
	Represents the Group’s statutory profit/(loss) after tax and reflects the amount of net profit/(loss) that is attributable to owners.

	Net Promoter Score (NPS)
	Net Promoter® and NPS® are registered trademarks and Net Promoter Score and Net Promoter System are trademarks of Bain & Company, Satmetrix Systems and Fred Reichheld. Net Promoter Score measures the likelihood of a customer’s recommendation to others for retail or business banking.

	NPS – Business
	Represents all businesses with an Australian Business Number, excludes government entities, and some charities and community organisations. Source: DBM Consultants.

	NPS – Consumer
	Represents 100% of NAB’s consumer banking customers, including previously reported segments of home owners and investors, as well as all other sub-segments of consumer banking. Source: DBM Consultants.

	NPS – Strategic
	Represents the combined NPS of Consumer and Business segments within Australia, using a weighting of 50% for each segment. This has replaced “NPS priority segments” as previously reported by NAB, which was a simple average of four customer segments (Home Owners, Investors, Small Business and Medium Business) Source: DBM Consultants.

	Royal Commission
	The Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry established on 14 December 2017 by the Governor-General of the Commonwealth of Australia to conduct a formal public inquiry into Australian financial institutions.

	SME
	Small and medium-sized enterprise.

	SME Guarantee Scheme
	The Australian governments’ Coronavirus SME Guarantee Scheme is supporting up to $40 billion of lending to SMEs (including sole traders and not-for-profits) by guaranteeing 50 per cent of new loans issued by participating lenders to SMEs.

	SONIA (Sterling Overnight Index Average)
	A GBP interest rate benchmark replacing LIBOR.

	Substantiated complaint
	A substantiated complaint is a written statement by regulatory or similar official body addressed to the organization that identifies breaches of customer privacy, or a complaint lodged with the organization that has been recognized as legitimate by the organization (as defined in GRI 418 guidance).

	Tier 1 capital
	Tier 1 capital comprises Common Equity Tier 1 (CET1) capital and instruments that meet the criteria for inclusion as Additional Tier 1 capital set out in APS 111 Capital Adequacy: Measurement of Capital.

	Tier 2 capital
	Tier 2 capital includes other components of capital that, to varying degrees, fall short of the quality of Tier 1 capital but nonetheless contribute to the overall strength of an ADI and its capacity to absorb losses.

	Total capital ratio
	Total capital ratio is the sum of Tier 1 capital and Tier 2 capital, divided by risk-weighted assets.

	Weighted average number of ordinary shares
	The number of ordinary shares outstanding at the beginning of the period, adjusted by the number of ordinary shares bought back or issued during the period multiplied by a time-weighting factor. The time-weighting factor is the number of days that the shares are outstanding as a proportion of the total number of days in the period.
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