
This methodology document supports the disclosures made in our 2021 Annual Review and  
2021 Sustainability Data Pack. It outlines the approach we have taken in estimating attributable  
financed emissions to a proportion of our Australian lending portfolio. 

FINANCED EMISSIONS 
METHODOLOGY
NAB Group selected industries based on the 
following criteria for its initial attributable 
financed emissions estimate:

• Materiality of sectoral financing/exposure 
as a % of Group Exposure at Default (EAD).

• Sectoral contribution to greenhouse gas 
(GHG) emissions.

• Ready access to good quality company  
or industry level emissions data which  
can be applied in the emissions  
estimation methodology. 

The industry sub-sectors selected for this 
Australian financed emissions estimate 
represent 50.7% of the NAB Group’s EAD  
as at 30 June 2021.

NAB’s financed emissions calculation is in 
alignment with the Partnership for Carbon 
Accounting Financials (PCAF) methodology 
with the following exceptions:

• Whereas PCAF’s definition of EAD 
encompasses on-balance sheet loans and 
lines of credit only, NAB expanded our 
definition of EAD to include non-market 
related off-balance sheet exposures such  
as bank guarantees and undrawn facilities 
in a conservative approach to cover the 
broader exposures of the bank, not only 
limited to cash flows.

• PCAF outlines financed emissions 
calculation methodologies by asset 
class, however, NAB has reported our 
financed emissions at a more granular 
industry sector level as we believe this 
provides a more detailed and meaningful 
representation of our lending portfolio.

From 2021, PCAF requires reporting of scope 
3 emissions for at least energy (oil & gas) and 
mining. NAB has not reported on scope 3 
emissions this year due to data availability  
and uncertainty.

NAB applied two approaches to estimating 
financed emissions based on the availability 
of data – (i) a bottom-up approach – based 
on individual company GHG data, and  
(ii) a top-down approach – based on  
industry level data where bottom-up 
information was unavailable.

Bottom-up approach
Where individual company data was 
available (bottom-up approach), the NAB 
Group used customers’ reported emissions 
sourced from the National Greenhouse and 
Energy Reporting data on the Clean Energy 
Regulator’s website where it was reported.  
The bottom-up approach was applied 
Corporate and Institutional exposures to:

• Power generation (covers power 
generation, gentailers, electricity 
transmission and distribution).

• Heavy manufacturing (covers cement,  
lime, plaster, concrete, bricks,  
iron and steel and aluminium).

• Resources (including coal, oil and gas).

• Transport (covers road freight, air, rail,  
and international sea transport).

• Commercial real estate (office and retail). 

The NAB Group focused on identifying 
customers’ reported GHG emissions in the 
industry segments selected for the attributable 
financed emissions estimate. Australian GHG 
emissions data (corporate emissions and 
energy data and designated generation 
facility data) reported under the National 
Greenhouse and Energy Reporting Act was 
sourced from the Clean Energy Regulator’s 
website as applicable. Other emissions  
sources used for the NAB Group’s Australian 
financed emissions estimate included the 
National Inventory, the Commercial Building 
Disclosure Program, publicly available 
company reports and customer GHG emissions 
disclosures. Relevant emissions factors were 
sourced from the NGER Determination 
applicable to the 2019-2020 reporting period 
and the National Greenhouse Accounts 
Factors (August 2021).

Top-down, intensity measure approach
A top-down approach using industry-level 
emissions intensity data was applied to 
estimate NAB Group’s lending exposures 
associated with:

• Residential mortgages.

• Small to medium-sized enterprises  
(SMEs business (Commercial and Services)  
– based on Australian Energy Statistics  
data for Commercial and Services sector 
aligned to 1993 ANZSIC classification  
F, G, H, J, K, L, M, N, O, P and Q).

• Agriculture.

This financed emissions estimate was restricted 
to the NAB Group’s Australian lending portfolio 
due to the availability of data for the industry 
sectors described above. The NAB Group has 
applied its own estimation methodology to this 
financed emissions estimate. The NAB Group is 
monitoring the development of methodologies 
for financed emissions estimation and portfolio 
temperature alignment in order to refine its 
measurement methodology going forward.

A more detailed description of the 
methodology applied to the NAB Group’s 
attributable financed emissions estimate  
is set out over the following pages.

ESTIMATION OF FINANCED 
EMISSIONS ATTRIBUTABLE  
TO THE NAB GROUP
For customer sectors where reported 
emissions were available, a bottom-up 
approach was applied.

Power generation, heavy 
manufacturing, resources and 
transport

The NAB Group estimated Australian emissions 
for these sectors were based upon actual 
emissions reported to, and disclosed by, the 
Clean Energy Regulator under the National 
Greenhouse and Energy Reporting (NGER) Act 
and the NGER Determination for the period 
ended 30 June 2020. These emissions were 
attributed to the NAB Group in proportion to 
the NAB Group’s Exposure At Default (EAD), 
excluding off-balance sheet market related 
EAD, as at 30 June 2021 to the customer as a 
percentage of the customers’ enterprise value 
as at 30 June 2021.

The customers’ enterprise value as at 30 June 
2021 for public companies was drawn from 
Bloomberg. 

For unlisted companies or special purpose 
vehicles valuations were sought internally 
within NAB as at 30 June 2021 was used to 
attribute the proportion of financed emissions. 

This process aligns to pages 61-64 of PCAF for 
corporate finance and pages 70-72 for project 
finance. The data quality of this emissions 
data is 1 in accordance with PCAF page 65 for 
corporate finance and page 73 for project for 
energy generation. Refer to Appendix 1 for 
more details.

NAB GROUP’S 2021 ATTRIBUTABLE FINANCED 
EMISSIONS METHODOLOGY
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Commercial real estate  
(office and retail)

The NAB Group calculated emissions for this 
sector based upon actual reported emissions 
under the Commercial Building Disclosure  
for the period ended 30 June 2020. 

These emissions were attributed to the NAB 
Group in proportion to the NAB Group’s EAD 
as a share of the known valuation of each 
building as at 30 June 2021. Where emissions 
were not available for financed buildings, 
an average State NABERs emissions intensity 
factor per sqm was sourced from the National 
Australian Built Environment Rating System 
(NABERS), and emissions were calculated  
from the building area to estimate emissions 
for the remaining exposures. 

This process aligns to pages 79-80 of PCAF  
for commercial real estate. The data quality  
of this emissions data is 1 in accordance  
with PCAF page 81. Refer to Appendix 1  
for more details.

TOP-DOWN, INTENSITY  
MEASURE APPROACH

Residential mortgages
The NAB Group estimated the absolute carbon 
emissions for the residential mortgages for all 
States and Territories in Australia by applying 
an average GHG intensity factor per dwelling 
to the number of dwellings financed by the 
NAB Group in each State and Territory. 

A loan to valuation at time of origination  
ratio (LVR) was applied in alignment with  
the Partnership for Carbon Accounting 
Financials (PCAF) framework. 

The steps taken to estimate attributable 
emissions associated with residential 
mortgages were as follows:

• Total state-based residential energy 
consumption figures (gas and electricity) 
were sourced for the residential sector 
in each in each State and Territory as 
disclosed in Table F of the Australian 
Energy Statistics – Australian Energy 
Update 2021. 

• State and Territory electricity and natural 
gas emissions factors were sourced from 
the National Greenhouse Accounts Factors 
(August 2021).

• Total state-based residential GHG emissions 
were then calculated by applying the 
emissions factors to total residential  
energy consumption.

• The total 2021 number of dwellings for 
each state was estimated by applying a 
correction factor of 5% to the number  
of dwellings reported by the Australian 
Bureau of Statistics (ABS) from the 2016 
ABS census based on population growth 
per state and territory. 

• The total emissions for each State and 
Territory were then divided by the 
estimated number of dwellings per State 
and Territory to provide an estimate 
emissions per dwelling figure for each  
State and Territory.

• The emissions per dwelling for each State 
and Territory were then multiplied by the 
abovementioned LVR ratio, then by the 
total number of NAB Group mortgages for 
each State and Territory to estimate the 
attributable financed emissions relevant 
to the NAB Group’s Australian residential 
mortgages by State or Territory. 

• The State and Territory GHG dwelling-related 
emissions totals attributable to the Group’s 
financing were then aggregated to provide 
a total figure attributable to NAB Group’s 
Australian mortgage portfolio.

This approach allowed the NAB Group to cover 
100% of emissions for residential mortgages.

This process aligns to pages 85-86 of PCAF for 
mortgages. The data quality of this emissions 
data is 5 in accordance with PCAF page 81. 
Refer to Appendix 1 for more details.

Small and Medium-sized Business 
(Commercial and Services)

The NAB Group estimated the absolute carbon 
emissions for Small and Medium-sized Business 
(Commercial and Services) lending in Australia 
by applying an average GHG intensity factor per 
business to the number of businesses financed 
by the NAB Group. The NAB Group will work to 
refine this approach in future estimates as data 
availability and quality improves.

The steps taken to estimate attributable 
emissions associated with corporate lending 
were as follows:

• Alignment of the sectors classified under 
‘Commercial and Services’ as disclosed in 
Table F of the Australian Energy Statistics – 
Australian Energy Update 2021 to the 1993 
ANZSIC classification. The sectors are:  
F, G, H, J, K, L, M, N, O, P and Q.

• Total national energy consumption 
figures (gas and electricity) were sourced 
for relevant sectors based on ANZSIC 
classification nationally as disclosed in 
Table F of the Australian Energy Statistics – 
Australian Energy Update 2021. 

• National electricity and natural gas 
emissions factors were sourced from the 
National Greenhouse Accounts Factors 
(August 2021).

• Total national GHG emissions were then 
calculated by applying the national emissions 
factors to total energy consumption for 
the ‘Commercial and Services’ sector as 
disclosed in Table F of the Australian Energy 
Statistics – Australian Energy Update 2021.

• The total 2021 number of businesses 
for each 2006 ANZSIC classification was 
sourced from the Australian Bureau 
of Statistics (ABS). NAB aligned 2006 
ANZSIC classification to the 1993 ANZSIC 
classification.

• The total emissions were then divided 
by the number of businesses per 1993 
ANZSIC classification to provide an estimate 
emissions intensity per business for all 
assessed ANZSIC classifications.

• The emissions per business for the assessed 
ANZSIC classifications was then multiplied 
by the total number of businesses for the 
assessed ANZSIC classifications NAB Group 
has EAD to. 

• To estimate the attributable financed 
emissions relevant to the NAB Group’s 
Australian Small and Medium-sized Business 
(Commercial and Services) lending, NAB 
Group applied an average debt-to-equity 
ratio of 66% provided by the Australian 
Bureau of Statistics (ABS) to the total EAD 
for the assessed ANZSIC classifications to 
attribute the NAB Group’s share of total 
sectoral-based emissions relative to EAD. 

This approach allowed the NAB Group to  
cover 100% of emissions for Small and 
Medium-sized Business (Commercial and 
Services) – 1993 ANZSIC classifications  
F, G, H, J, K, L, M, N, O, P and Q.

The data quality of this emissions data is 
greater than 5 in accordance with PCAF on 
page 65. Refer to Appendix 1 for more details.

Agriculture

The NAB Group developed a top-down 
approach to estimating its attributable financed 
emissions from agriculture. The NAB Group will 
work to refine this approach in future estimates 
as data availability and quality improves. 

The NAB Group estimated a share of emissions 
associated with its agribusiness customers 
based on total agribusiness EAD by attributing 
a share of 2019 total emissions disclosed in 
the National Inventory by Economic Sector 
relative to the NAB Group’s market share for 
agriculture. 

To support this approach, the NAB Group 
applied an average debt-to-equity ratio 
of 11.7% provided in the 2020 survey data 
published under the Australian Bureau of 
Agricultural and Resource Economics and 
Sciences to attribute the NAB Group’s share  
of total sectoral-based emissions relative  
to EAD. 

Financed emissions were estimated for the 
following Australian agricultural sub-sectors: 
aquaculture, livestock (sheep, beef, poultry, 
pigs, and dairy), grains, cotton, cropping, 
horticulture, sugarcane and forestry. 

As there was some uncertainty with respect 
to the estimation of dairy emissions, the NAB 
Group took a conservative approach and 
uplifted total emissions by 12% to ensure 
adequate coverage of dairy sector emissions. 
The NAB Group’s estimate of emissions 
associated with dairy exposures (at EAD)  
was based on the following approach: 

• Identifying average emissions per dairy 
farm based on Dairy Australia’s DFMP 
Annual Report 2020-21 for Victoria (given 
74% of NAB’s dairy customers are located 
in Victoria).

• Multiplying the per farm emissions figure 
by the number of dairy customers with 
lending provided by the NAB Group. 

Using this approach, the coverage of the 
NAB Group’s attributable share of Australian 
agricultural emissions is 100%.

The data quality of this emissions data is 
greater than 5 in accordance with PCAF on 
page 65. Refer to Appendix 1 for more details.

DESCRIPTION OF THE DISCLOSED 
EMISSIONS INTENSITY RATIO 
(tCO2-e/AUD $M EAD)

Total AU $M EAD as at 30 June 2021 for all 
customers with tCO2-e for the period ended 
30 June 2020. 

Customer EAD includes:

• Any on-balance sheet loans and lines  
of credit with unknown use of proceeds 
to businesses, non-profits, and any other 
structure of organisation. 

• Revolving credit and overdraft facilities  
and business loans secured by real estate, 
such as commercial real estate-secured 
lines of credit, are also included in the 
business loans asset class.

• Business loans, short-term debt and lines 
of credit.

• Customer EAD excludes: Off-balance 
market related EAD covering derivatives.
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OVERALL LIMITATIONS AND 
ASSUMPTIONS
Each customer is assigned an ANZSIC code 
based on their primary business activity. 
As such, estimated customer emissions and 
sector-specific emissions estimates are applied 
to each customer’s EAD with the assumption 
that the emissions are 100% attributable to 
the assigned primary business activity. 

Actual emissions and emissions intensity 
values are inclusive of both Scope 1 and Scope 
2 emissions. As such, the Scope 1 emissions 
created by the power generation sector are 
included in the total Scope 2 emissions for 
all other sectors. In order to fairly present 
emissions arising within each sector, the  
NAB Group has included this ‘double-count’ 
within its attributable emissions estimate.

APPENDIX 1: DATA QUALITY SCORES
As recommended by PCAF, NAB has applied 
data quality scores to each sector for which we 
have reported financed emissions based on 
the data and sources used in our calculations.

SEC TOR SCORE DESCRIPT ION

Power generation (covers power 
generation, gentailers, electricity 
transmission and distribution)

1 Data quality is deemed high as EAD and enterprise value of companies  
are known and verified emissions are available (NGER).

Heavy manufacturing (covers cement,  
lime, plaster, concrete, bricks, iron,  
steel, aluminium and alumina)

1 Data quality is deemed high as EAD and enterprise value of companies are 
known and verified emissions are available (NGER).

Resources (including coal, oil and gas) 1 Data quality is deemed high as EAD and enterprise value of companies are 
known and verified emissions are available (NGER).

Transport (covers road freight, air, rail,  
and international sea transport) 1 Data quality is deemed high as EAD and enterprise value of companies are 

known and verified emissions are available (NGER).

Agriculture 5+ Data quality is greater than 5 as EAD and emissions are both estimated based  
on average debt-to-equity ratio and average industry emissions respectively.

Small and medium-sized business 
(commercial and services aligned  
to 1993 ANZSIC classifications)

5+ Data quality is greater than 5 as both EAD and emissions are estimated based  
on average debt-to-equity ratio and average industry emissions respectively.

Residential mortgages 5
Data quality is deemed low as EAD is known, however emissions are  
calculated based on estimated building energy consumption and average 
emission factors specific to the respective energy source.

Commercial real estate (office & retail) 1 Data quality is deemed high as EAD and enterprise value of companies are 
known and verified emissions are available (NABERS).

(score 1 = highest data quality; score 5 = lowest data quality)
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