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Making balanced decisions

n Implemented a new business structure
to make us a less complex, more nimble
and customer-focused organisation

n Aligned our CSR governance
structure with our new
regional business model

n Reviewed our Performance Management
System and implemented Balanced
Scorecards for management-level
employees, including CSR-related
performance objectives

n Over 70% of employees participated in
our biannual Employee Opinion Survey

n Developed a group-wide diversity
strategy and action plan

n Improved our systems for environmental
data management and reporting

n Developed and implemented our
Commitment to Fair International
Workforce Standards policy

n Developed a group-wide set of principles
to guide the development of Customer
Charters by each of our regional businesses
and Institutional Markets & Services.

Each Charter outlines our commitment to
customers on service quality and delivery

n Developed a plain English program for
Australian employees to improve our
customer communication so it is easy to
understand and to assist financial literacy
in the community

n Extended the implementation of our
environmental procurement policy to
the UK and New Zealand

Building trust

n Released our first Corporate Social

Responsibility Report in December 2004.
This report was externally verified in the
three key regions in which we operate

Completed our 2005 CSR Report in
accordance with the Global Reporting
Initiative’s 2002 Sustainability
Reporting Guidelines

Completed the Relationship Index
survey in Australia, the United Kingdom
and New Zealand to engage with our
stakeholders and find out their views

Completed a review of our corporate
community investment (CCl) and
developed a Group-wide CCl framework.
This framework includes five key
objectives and 10 principles to guide and
grow our future CCI

Invested $17.7 million in the
communities in which we operate
through corporate community investment
activities, matched giving and over 6,000
employee volunteering days

Benchmarking and measuring
our performance

n Improved our benchmarking result in the
Dow Jones Sustainability Index

n Maintained our AA rating in the RepuTex
Social Responsibility Rating and ranked
equal second on the new RepuTex SRI
Share Index of companies listed on the
ASX S&P300

n Ranked third in sector for environmental
performance of the Yorkshire Bank in
the Business in the Community regional
Yorkshire and Humber Environment
Index 2005

n Maintained our listing in the
FTSE4Good Index series

n Our Australian headquarters —
National@Docklands, won the Leadership
in Buildings category of the Banksia
Environmental Awards. We won in
conjunction with building owners
— General Property Trust, designer
— Bligh Voller Neild, developer —
Bovis Lend Lease/Lend Lease,
property manager — Jones Lang
LaSalle and our facilities managers,
United Group Services

n Bank of New Zealand’s customer contact
centres won the Diamond Award as New
Zealands’s best customer contact centre

How to read this Report

References to NAB are to National Australia Bank Limited. The ‘Group’ refers to NAB and its controlled entities.

All currency amounts are expressed in Australian dollars unless otherwise stated.
References to 2004 and 2005 are references to the CSR reporting year for non-financial information ended 30 June 2004 and 30 June 2005 respectively, unless

otherwise stated.

All references to the Group website — www.nabgroup.com are represented by the symbol ¥ throughout the text. Other websites operated by Group entities
include: www.cbonline.co.uk; www.ybonline.co.uk; www.national.com.au; www.bnz.co.nz

This Report contains references to various websites. Other than the websites listed above, websites referred to in this Report are third-party websites and
are not controlled or connected with the Group. NAB does not accept any responsibility for the information contained on third-party websites or for any

consequences of accessing those websites.

The preparation of this Report has been guided by our Corporate Principles,

contents

Chairman’s and Managing Director’s statement
Our Group profile

Sustainability overview

Governance and management systems
Stakeholder engagement

Supporting our local communities

Our people

Delivering value to our customers

Working with our supply chain

Managing our environmental impact

Economic performance

Benchmarking and monitoring our performance
Assurance

GRI and subject index

Glossary

Corporate principles

Contact Us

particularly our commitment to be open and honest and ‘tell it like it is’.
For the National Australia Bank, corporate social responsibility means
putting our principles into practice. In summary they are:

n We will be open and honest

n

S

S

)

We take ownership and hold ourselves accountable (for all our actions)
We expect teamwork and collaboration across our organisation for the

benefit of all stakeholders

We treat everyone with fairness and respect
We value speed, simplicity and efficient execution of our promises.

John Stewart, Managing Director and Group Chief Executive

Refer to the inside back cover of this report for a full copy of our Corporate Principles and the behaviours that underpin them.
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and Managing
Director’s

Graeme Kraehe, \ﬂwo retired as Chairman at the end of September, with the current Chairman,
Michael Chaney,’a.nd Managing Director and Group Chief Executive, John Stewart.
|

In the last year, we have worked to strengthen the foundations

for the long-term sustainability and value of our business. The
highlights of this year are featured on the inside front cover of this
Report and further information on aspects of our performance is
also provided in our 2005 Annual Financial Report, which is available
on our Group website %.

Over the last year we have been through a challenging period
following the losses arising from unauthorised trading in foreign
currency options in January 2004 and the subsequent Board
dispute. These incidents revealed shortcomings in our culture
and management systems and our efforts have been focused on
addressing them.

Among other things, these experiences have shown us the value
of taking a balanced and more focused approach to stakeholder
engagement. As a result, we have made a firm commitment to
Corporate Social Responsibility (CSR) and it is now an integral part
of our approach to delivering future value for all our stakeholders.

Culture change is now a high priority. In 2004, we developed a

new set of Corporate Principles and behaviours as a first step in
changing our culture. We are in the process of embedding these
Principles into the way we do business every day. This has included
incorporating them into individual performance scorecards.

Culture change has been reinforced by leadership change at Board
and senior management levels. We have a good mix of directors
and a senior management team dedicated to making this change
for the long term. We would like to take the opportunity, at this
point, to recognise the leadership and efforts of Graham Kraehe, our
Chairman during this period of transformation.

We have introduced a new business structure, which is explained

in more detail within the Report. This includes three regional
businesses - the United Kingdom, New Zealand and Australia

—and a global business - Institutional Markets & Services (IMS).
This structure makes us a less complex, more nimble and customer-
focused organisation, providing products and services tailored to
meet our customers’ needs.

Our Group strategy provides a framework for each of our
businesses to develop its own strategic agenda tailored to meet
its stage of development, local operating context and regional
challenges. In each business this has entailed a renewed focus
on the customer and the provision of improved customer service.
During the year we developed a Group-wide framework for
customer charters, which will be rolled out within each region
and business.
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The restructure also brought with it integration of some support
operations and consolidation of our branch networks and business
centres. This included redundancies across the Group, primarily in
Australia and the United Kingdom. The restructure has helped us to
improve our services, increase the efficiency of our operations and
match our branch network to the changing needs and habits of our
customers, who are now choosing different ways to do their banking.
We now provide our products and services through an increasingly
diverse range of channels including the Internet, ATMs, call centres,
post offices and branches. As a result, we have had to manage
difficult issues such as branch closures in the United Kingdom.

We recognise the significant value that our non-financial
performance can contribute to creating long-term value and a
sustainable business. We look forward, therefore, to finding better
ways to engage our people and to working with our stakeholders to
find solutions to key social and environmental issues where we, as
a financial services provider, can make a difference. This includes
tackling issues as diverse as financial disadvantage and responding
to climate change.

This report has been prepared in accordance with the Global
Reporting Initiative 2002 Sustainability Reporting Guidelines. It
represents a balanced and reasonable presentation of our economic,
environmental and social performance. It records the efforts of

our people and our performance across a range of areas including
governance, stakeholder engagement, environment and social
aspects such as customer service, workplace practices and corporate
community investment. We have also provided an update against the
promises and commitments made in last year’s CSR Report.

We hope you will read our 2005 CSR Report with interest and we
encourage you to give us feedback on the Report via our website %
or via email to corporate_social_responsibility@national.com.au.

AAAL ..-Ka_.-,,_,__q__. !
I
&
Michael Chaney John Stewart
Chairman Managing Director and

Group Chief Executive



Our Group profile

The National Australia Bank Limited (NAB) traces its history back to
the establishment of the National Bank of Australasia in 1858. Since
then, it has grown to become one of Australia’s largest listed financial
services institutions. We now have total assets of $420 billion and
serve around 7.8 million banking clients and 2.3 million* wealth
management customers and policy holders globally.

NAB is a public limited company, incorporated on June 23, 1893,
in Australia. It is the main holding and operating company for the
Group. The company’s headquarters is in Australia. Our registered
office is Level 24, 500 Bourke Street, Melbourne, Victoria, 3000,
Australia. The Company operates under the requirements of the
Banking Act 1959 (Cth) and the Corporations Act 2001 (Cth)

and its fully paid ordinary shares are quoted on the Australian
Stock Exchange, the London Stock Exchange, the Tokyo Stock
Exchange, the New York Stock Exchange and the New Zealand
Stock Exchange.

We offer an extensive range of funding, risk management and
investment solutions to institutions, corporates, agribusiness,
small and medium-sized business and retail customers. NAB'’s
financial strength and market presence underpins our business and
enables us to use the resources of the Group for the benefit of our
customers and the communities in which we operate.

We have implemented a new business structure that will make

it easier for our customers to do business with us, break down
bureaucracy and speed up decision-making. We are now organised
around three regional businesses — Australia, the UK and New
Zealand - and a global business — IMS - serving over 10,000 large
government and business customers across Australia, the UK,
New Zealand, the United States of America (USA) and Asia (see
Figure 1). Each of our four businesses is structured to include
customer service, product development and support functions.
Further detail is provided in our 2005 Annual Financial Report on
our Group website *.

Each of our businesses provides a range of financial products and
services. These are listed in Figure 1.

Key group facts

Customers retail and business banking customers globally
Wealth management customers globally

Small business customers, globally

Branches & service centres, globally

ATMs, globally (including non-NAB branded ATMs)
Salaried financial advisers, globally

Aligned financial advisers, globally?

2 The number for aligned financial advisers, globally includes advisers based in Asia.

Our Corporate Centre is responsible for representing the interests
of the investor, working with all our businesses to set performance
targets and policies and identifying business development
opportunities. It also plays an important role in driving innovation,
sharing best practice across the organisation, developing our

CSR strategy and policies, managing the Group’s senior talent,
optimising project investment and fulfilling shareholder and
prudential activities and obligations, such as regulatory and
reporting requirements.

Report scope

This Report covers the operations of the Group for the year

1 July 2004 to 30 June 2005. In some instances we may refer

to developments that occurred after the reporting period. Such
instances are included if they are considered material. This is our
second CSR report. Our first report was published in December
2004, and covered the period 1 July 2003 to 30 June 2004.

Report boundaries

The Group has operations in Asia and the USA associated with our
IMS and Australian region businesses. Data for our operations in
Asia and the USA has been excluded from the scope of this Report,
except where noted. We are implementing and embedding our CSR
reporting in our three main operating regions — Australia, the UK
and New Zealand, before we consider reporting on our operations
in locations where we have a smaller presence.

Significant changes in size

On 28 February 2005, we completed the sale of Northern Bank
Limited and National Irish Bank Limited to Danske Bank A/S. The
Group will provide transitional services to the Dankse Bank A/S

in respect of the Northern Bank Limited and National Irish Bank
Limited for a period of up to 18 months to assist in the transition
of ownership of these businesses. Due to the sale, information on
the Irish banks is not included in the scope of this Report, except in
the case of some environmental data, where we are still providing
transitional services. This is noted where relevant on page 51.

7.8 million (excluding IMS)

2.3 million

829,340

1,936

2,869

664

2,612 as at 30 September 2005

1 Global wealth management customer numbers are based on those provided in our 2005 Annual Financial Report for the period ending 30 September 2005 and includes information

from Australia, Asia, UK and NZ.

Group Executive Committee

Corporate Centre

1

John Stewart
Managing Director &
Group Chief Executive

Development

% [
Cameron Clyne

Executive General
Manager, Group

|

Michael Ullmer Michael Hamar
Director Group Chief
Finance & Risk Risk Officer

Australia United Kingdom

v o )

Ay A
Ahmed Fahour Lynne Peacock
CEO, Australia CEO, United Kingdom

n Retail banking
n Business banking
n Wealth management
n Asset finance

and fleet management
n Corporate banking
n Transactional services
n Custody services
n Asia (excl. IMS)

n Retail banking

n Business banking

n Wealth management
n Corporate banking

%Naﬁonal Australia Bank Y Yorkshire Bank

A Yy National Company A Y National Company

(4 Clydesdale Bank

Institutional Markets

New Zealand & Services

.. i
W

John Hooper
Executive General
Manager, Institutional
Markets & Services

Peter Thodey
CEO, New Zealand

n Retail banking

n Business banking

n Wealth management
n Corporate banking

n Transactional services
n Custody services

n Fleet management

n Portfolio management
and loan syndications

n Credit products

n Structured products

n Financial institutions

n Markets

%Nuﬁonul Australia Bank

Bank of New Zealand

Figure 1: Our operating structure, Group Executive Committee, our products, service and regional brands

Basis for reporting on subsidiaries and joint ventures
This Report covers our operation of controlled entities, excluding
operations in the USA and Asia, except as noted. This Report does
not report on the operations of any joint ventures.

Re-statements of information

Re-statement of information is identified in the context of this
Report and is accompanied by an explanation as to the reason for
the nature and effect of the re-statement. In particular, 2004 data
has been re-stated where possible for our UK activities to remove
the data previously included for the Irish banks and ensure we have
comparable data for our UK banks from 2004 to 2005.

GRI principles and protocols

The Global Reporting Initiative’s (GRI) 2002 Sustainability Reporting
Guidelines and the social and environmental finance sector
supplements have been used in developing the content for this

National Australia Bank Limited Corporate Social Responsibility Report 2005

Report. We have applied the GRI reporting principles to the
selection of content (refer to www.globalreporting.org) and used
the GRI protocols to guide our response to indicators. Where we
have varied from GRI protocols it is noted in the body of the Report.

Changes to measurement methods

Any significant changes to measurement methods from last year
for social, economic or environmental information is noted where
appropriate in the Report.

Accounting criteria/definitions

Criteria and definitions used for any accounting for economic,
social and environmental costs and benefits are explained in
the body of the Report, referenced, footnoted or included in the
glossary, as appropriate. Refer also to our 2005 Annual Financial
Report on our Group website ¥%.



Sustainability

overview

Several years ago we began a journey to embed CSR into the way
we do business. CSR is a key element of our strategy to grow
long-term shareholder value. We are still in the early stages of this
journey. We recognise this is a journey we cannot make on our own,
and it will involve engagement and collaboration with our customers
and other key stakeholders along the way.

For NAB, CSR is about making a contribution to society through
creating value, both short and long-term, for our shareholders,
customers, employees and other key stakeholders, and it reflects
our understanding of the role financial institutions play in the
strength and sustainability of the communities in which we operate.
We believe CSR makes good business sense and it provides a
framework for helping us to operate in a manner that is efficient,
customer-focused and ethical, and in which our employees are
motivated and feel valued. CSR is also important because our
people think it is important. We understand that people want to
work for a company of which they can be proud.

We believe that CSR must be embedded in our culture and
day-to-day business practices. It is the shared responsibility of

all businesses and employees within the Group. However, we
understand that this is not an easy goal to achieve, that it will take
time, and that we may make mistakes along the way.

CSR at NAB means putting our Corporate Principles into practice
(see inside back cover) and considering not only the economic but
also the social and environmental impacts of our decisions.

Table 1: Our CSR strategy elements at a glance

CSR strategy components
Making balanced decisions Governance

Compliance

Our CSR strategy is a key part of our overall Group strategy to:
n simplify the business

n deliver sustainable revenue growth

n drive cultural change

n improve risk management and compliance.

It consists of three key components — making balanced decisions,
building trust and developing a great reputation. These strategy
components, and the corresponding delivery elements, are
illustrated in Table 1.

As part of our commitment to CSR we have become signatories
to, or made public statements of commitment in support of, key
finance sector and business programs. These programs include the
United Nations Environment Program Finance

Initiative, the Organisation for Economic

Co-operation and Development (OECD)

Guidelines for Multi-national Enterprises and the Carbon Disclosure
Project. Our commitment to these programs has provided a

driver for the development of new policies and programs within
the Group. We are also organisational stakeholders of the Global
Reporting Initiative (GRI), whose sustainability reporting guidelines
and finance sector supplements have been used

in the preparation of this Report. We are active wgé" f-',%
participants in the stakeholder processes used for H @ ;_
ongoing development of the GRI 2002 Guidelines ’a% 05*.
and the finance sector supplements. g 1

We have identified a number of CSR-related issues of importance
to our business and our stakeholders. These include disclosure,
governance, climate change, indirect impacts of our lending
practices, human rights in the supply chain, fees and charges,

CSR strategy delivery elements

Monitoring risks and opportunities

Managing our social, environmental and economic performance through policies,
systems, business processes and programs

Building trust

Stakeholder engagement

Disclosure and accountability

Meeting our public commitments

Reporting on our performance

Assurance

Growing a great reputation

Benchmarking and measuring our performance

financial literacy and financial inclusion. Working with customers
and other stakeholders to address these issues can identify new or
improved ways of doing things and provide new opportunities to
develop new markets, products and services.

In the past year, we have undertaken significant work to improve
our governance structures, practices and disclosure. The release
of our first CSR Report in 2004 was a significant step in our
disclosure of non-financial performance. This year’s Report builds
on that platform.

We see our commitment to environment, human rights and

fair workforce practices as a key component of long-term value
creation. We believe that management of social and environmental
risks and issues is good business practice. This is backed up by
our Corporate Principles and behaviours which state that we will
consider social and environmental impacts in all our decisions
(see inside back cover).

Climate change is becoming an increasingly important issue for
us as a finance provider, and it ties together a number of other
environmental issues including water scarcity and biodiversity.
Consequently, it presents a range of risks and opportunities for
us through our customers, and we are working to improve our
understanding in this area. This is of particular importance to us
because we provide significant finance to the agribusiness sector,
which may face increased exposure to risk as a consequence of
extreme weather events and potential long-term loss of species.

In two of the regions in which we operate, governments are
signatories to the Kyoto Protocol and this means that we are
operating in environments where our customers either currently
experience, or will soon experience, a market price for carbon. In
the European Union the Emissions Trading Scheme commenced in
January 2005, and in New Zealand introduction of a carbon tax is
planned for 2007. We have commenced work to better understand
these environments, to talk with our customers and stakeholders
and understand their views and to look at how we might help them
to respond to climate change issues going forward.

As our stakeholders have become increasingly knowledgable, there
has been a growing awareness of the indirect impacts or influence
that the finance sector can have through both its supply chain and
lending practices. We have therefore been increasing our focus

on supply chain management (refer to pages 44 to 47). This has
included implementation of an environmental procurement policy in
each regional business and the development of a new Commitment
to Fair International Workforce Standards (refer to our Group
website ¥). We have also taken time to develop our understanding
of stakeholders’ interests in the indirect impacts of our lending
practices and to develop better ways to report on these issues (refer
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to pages 55-56). We acknowledge this area is one where there is still
significant discussion to be had and work to be undertaken.

Improving levels of financial literacy and dealing with financial
exclusion are also issues on our agenda. Every day people use and
spend money and make decisions in relation to financial matters.
They go shopping, get a loan, read a bank statement, buy shares,
and plan for retirement. Financial literacy is the basis from which
they are able to make these decisions and effectively use financial
products and services. Research shows that the level of financial
literacy in our communities is not good and that it is exacerbated
by the complexity of financial products and services. Therefore, in
response, we are working to simplify our customer communications
(refer to page 42) and give people basic skills in managing their
finances (refer to page 40). Our approach varies from region to
region in response to local needs.

Financial exclusion occurs where people don’t have access to
appropriate financial products and services, and may not have the
opportunity and ability to make informed decisions about financial
matters. This includes issues ranging from disability access to ATMs
to the provision of services in remote areas, or the ability to gain
access to financial products when on a low income. Each regional
business has incorporated locally relevant activities to address
financial exclusion through its products, services and specific
aspects of our CSR programs (refer to pages 40 to 41).

Benchmarking and monitoring performance is also an important
part of our CSR strategy (refer to page 6). It allows us to view our
performance through the eyes of our stakeholders and independent
analysts. It also helps us to identify gaps in our performance and to
identify areas for future improvement.

We will continue to develop our CSR strategies and to further
embed CSR into the fabric of our business.

Motuora Island in the Hauraki Gulf, New Zealand where a kiwi chick was
released as part of the work of the Kiwi Recovery Trust.



Governance and
management systems

Effective governance is of vital importance for NAB. It is a
fundamental part of our culture, policies and business practices
and is undertaken with due regard to our stakeholders and our role
in the community.

It is clear from recent experience, both our own and that of the
wider business community, that good governance in both financial
and non-financial areas is integral to managing a successful
corporation and to ensuring its good reputation. This is also
reflected by the growing interest of civil society, regulators and the
investment community in our non-financial performance.

This section outlines our integrated approach to governance in
general, including corporate governance, risk management, and key
policies, management systems and business practices related to
CSR. The ‘Progress on our promises’ highlighted below provides

an update on our performance against the promises we made in
our 2004 CSR Report in relation to our governance processes and
management systems.

Corporate governance

The Board of Directors is responsible for the corporate governance
of NAB and oversees the strategies, policies and objectives of the
Group. Our directors are committed to meeting high standards for
corporate governance.

This year we completed our Board renewal program. A total of
eight new directors have been appointed to the Board since
September 2004. At the end of the financial year on 30 September
2005, the Board consisted of 13 directors (see photographs
opposite), 10 of whom are independent non-executive directors,
including the Chairman, Michael Chaney, who took over from
Graham Kraehe on 28 September 2005. The three executive
directors include the Managing Director and Group Chief Executive
- John Stewart, the Director, Finance & Risk — Michael Ullmer, and
the Chief Executive Officer, Australia - Ahmed Fahour. Our Board
directors have a broad range of expertise, skills and experience
from a diverse range of backgrounds (refer to our 2005 Annual
Financial Report on our Group website %). On 1 December 2005,
Patricia Cross and Kerry McDonald took up their appointments on
the Board, taking the total number of directors to 14.

Progress on our promises

Promises Comments

We will continue to upgrade our business
procedures in each country in which we operate
as the laws and regulations change.

We have been making changes to business procedures across
the Group to meet the requirements of the Basel Il Capital Accord,
s404 of the US Sarbanes-Oxley Act of 2002, International Financial

Reporting Standards, and Anti-money Laundering legislation.

In response to the March 2004 APRA report in respect of the foreign
currency options trading losses, significant progress has been made in
addressing risk systems and procedures in accordance with the APRA
remedial actions and the ASIC enforceable undertaking. A key outcome was
the re-opening in May 2005 of the foreign currency options trading desk.

We will operate with greater transparency and
embrace a culture of greater openness and honesty.

Over the past year, we have reviewed our voluntary disclosure practices,
resulting in approval of new decision-making processes to help embed

a culture of openness and honesty. We have also undertaken extensive
internal communications to reinforce our Corporate Principles and behaviours
and to develop a culture of openness and honesty. This will continue to be a
priority. Our disclosure policy covering continuous disclosure was reviewed
during the year, and the revised policy was implemented in September 2005.

Matters raised by regulators will be promptly
acknowledged and responded to, and when
appropriate, brought to the attention of the Board.

New protocols have been developed to ensure that matters are examined,
escalated and appropriate action taken in a timely manner. We will continue
to work on proactive engagement with our regulators.

Changes to our Whistleblower’s Policy to account for Our Whistleblower’s Protection Policy has now been extended to our

differences in the Asian region and enable the policy
to be extended to the region.

business operations in Asia, with regional amendments to take into
account local requirements.

Board of Directors

Michael Chaney Graeme Kraehe John Stewart
Chairman (Retired Sept 27) Managing Director &
Chief Executive

Daniel Gilbert Paul Rizzo Jillian Segal

Patricia Cross
(commenced 1 Dec)

Malcolm Williamson

Kerry MacDonald
(commenced 1 Dec)

Independence of directors

Having a majority of non-executive independent directors on the
Board and standing Board committees is an essential element of
governance at NAB. Our Board has adopted independence standards
to assist it in making decisions about director independence. These
standards reflect the independence requirements of applicable laws,
rules and regulations, including the ASX Corporate Governance
Council Principles of Good Corporate Governance and Best Practice
Recommendations, the corporate governance standards of the New
York Stock Exchange, and the US Sarbanes-Oxley Act of 2002.

The fundamental premise of the standards is that an independent
director must be independent of management and free to exercise
his or her unfettered and independent judgement. Directors are
required to provide all relevant information to allow a regular
assessment of independence. More detailed information on our
standards and definition of independence is available on our
Group website ¥*.

Responsibilities of the Board

The Board has a formal charter that details its functions and
responsibilities. This is available on the Group’s website % and is
detailed in our 2005 Annual Financial Report and Concise Annual
Report in the Corporate Governance Statement.

The most significant Board responsibilities in relation to CSR are to:

n consider the interests of all stakeholders

n approve and monitor corporate strategy

N review business results, monitor budgetary control and necessary
corrective actions and processes

n establish and monitor the risk management processes and
compliance with prudential regulations and standards and other
regulatory requirements

National Australia Bank Limited Corporate Social Responsibility Report 2005

Peter Duncan Robert Elstone Ahmed Fahour

CEO, Australia

Michael Ullmer
Finance & Risk Director

John Thorn Geoff Tomlinson

n approve key executive appointments and monitor executive
succession planning

n monitor the performance of the Managing Director and Group
Chief Executive and senior management

N approve executive remuneration

n monitor and influence the culture, reputation and ethical
standards of the Group

n monitor Board composition, director selection, Board processes
and performance.

Full details of the responsibilities of our Board are available in our
2005 Annual Financial Report on our Group website ¥%.

The Board provides the highest level of governance and oversight
for our CSR strategy. Refer to the CSR governance framework on
page 10.

Board committees

The Board has established four committees to assist it in meeting
its responsibilities. These include the:

n Risk Committee

n Audit Committee

n Nomination Committee

n Remuneration Committee.

Information on the roles and responsibilities, the composition
and membership of Board committees and copies of committee
charters can be found on our Group website ¥ .

This year, a number of the directors actively participated in a review
of the Group’s corporate community investment strategy.
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Figure 2: NAB’s CSR governance framework

CSR governance

In line with the our regional business model and our strategy

to simplify the way we do business, we have revised our CSR
Governance Framework to give regional business executive
committees a clear line of sight and accountability on CSR strategy
implementation and regional delivery. The new CSR Governance
Framework is illustrated in Figure 2.

Over the past 12 months, the regional and Group Executive
committees have considered CSR issues such as our corporate
community investment strategy and the development of our
customer charters. This change in structure will facilitate

the ongoing evolution of the Group’s CSR strategy and the
implementation of CSR policies and related programs.

The Corporate Centre and each regional business have personnel
specifically dedicated to coordinating and facilitating engagement
on CSR issues. We also establish Group-wide internal Technical
Advisory Committees (TACs) on an ad hoc basis to support the
development, implementation and review of specific CSR issues.
The TACs consist of representatives from across the business, as
relevant and appropriate to the CSR issue under consideration.

This year we had three operational TACs. One to conduct a review
of our corporate community investment (refer to page 19), another
to assist in the development of Customer Charters across the Group
(refer to page 39) and the third to develop our Commitment to Fair
International Workforce Standards Policy.

Committees (TACs) —
including the Environmental
Management Committee
which is a standing

Regional committee. TACs are
stakeholder formed as required to
engagement establish Group-wide
policy/position and strategy

on specific CSR issues.

In 2005, the new Group Operational Risk and Compliance
Committee (GORCC) was given responsibility for oversight and
review of CSR frameworks and policies. Matters raised by the
GORCC in regard to CSR-related risk issues may in turn be brought
to the attention of the Group Risk Management Committee and the
Board Risk Committee, (refer to Figure 3 on page 12).

Our policies and management systems

Our principles, standards and Code of Conduct

All employees have responsibility for ensuring that we adhere to our
Corporate Principles, Compliance Standards and Code of Conduct.
They are embedded into our performance management system to
create a platform for cultural change. Our Code of Conduct, Conflict
of Interest policies and Group Fraud and Corruption Policy provide

a framework to minimise the potential for corruption and bribery
across the Group.

Our Corporate Principles (inside back cover), Compliance Standards
and Code of Conduct are available on our Group website ¥.

Whistleblower protection

Creating an environment of openness, trust and accountability

is part of NAB’s commitment to all employees and to being a
responsible corporate citizen. We want our culture to be one that
promotes good ethical behaviour and also enables us to meet
compliance responsibilities in all area of our business. This is built
into performance management and reward policies and processes.
When this doesn’t occur, then we want to ensure that our people
feel comfortable raising concerns.

To facilitate this, NAB has had a Whistleblower Protection Program

in place since 2003. This program incorporates a Confidential

Alert Line for employees to raise concerns regarding undesirable

business conduct. In addition, a protocol has been established

whereby matters can be brought to the attention of the Board Audit

Committee and, if the circumstances warrant, to the attention of the

full Board. In the past year, following a review of our Whistleblower

Program, we have:

n further educated senior management in regard to whistleblower
concepts and implementation

n held workshops for our people leaders

n initiated a staff awareness campaign

n improved guidelines, training and reporting.

We also received assurance that our program complies with
the Australian Standard AS 8004:2003 Whistleblower Protection
Programs for Entities.

Our policies

Our Board and Group Executive Committee have approved a wide
range of policies that guide our day-to-day business processes,
practices and behaviours. Some of these policies specifically
address key aspects of our approach to the economic, social and
environmental dimensions of CSR. The breadth of these policies is
illustrated in Table 2. This list is not exhaustive but highlights some
key CSR-related policies.

Our policies are reviewed, as appropriate, to consider best practice,
emerging issues and the changing regulatory environment. In 2005,
we reviewed our environmental policy, developed and published

a new policy on Fair International Workforce Standards and
commenced a review of our environmental procurement policy to
incorporate considerations of our Commitment to Fair International
Workforce Standards.

Political donations

NAB's policy is not to make donations to any political party, as

we believe that our commitment to a balanced approach to
stakeholders can be best fulfilled by supporting the community
directly. However, representatives of NAB may attend party
conferences and political functions. This attendance is for strictly
commercial reasons and only where the price charged is not in
excess of the commercial value, in terms of access, to attendance
at the function. This policy can be viewed on our Group website
¥ and was adhered to in 2005. In Australia, we support bipartisan
political debate through our sponsorship of the National Press Club
and support for the Australian Future Directions Forum.

Management systems

The Group has a range of systems to help us manage our day-
to-day business. Key management systems are focused on
issues such as risk management and compliance, customer
service, product development, credit risk assessment and people
management. Further information on our systems is provided

in the following sections on people management (pages 24 to
33), occupational health and safety (page 32), and environmental
management (pages 49-50).
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Table 2: Key policies of CSR relevance

Environmental policy
Environmental procurement policy

Commitment to fair international workforce standards

Code of conduct
Statement of corporate principles
Statement of compliance standards

Conflict of interest policies

Occupational health and safety policy

Equity in employment policy

Harassment and bullying policy

Sexual harassment policy

Workplace management and injury rehabilitation policy

Electronic communications policy

Third-party risk policy

Credit risk policy

Fraud and corruption policy
Whistleblower protection policy
Disclosure policy

Insider trading policy

Remuneration policy

Performance management policy

Media policy
Privacy policy
Customer due diligence policy

Trade practices compliance policy

Risk management

Effective management of risk is a key capability for a
successful financial services provider, and is fundamental
to NAB’s strategy.

NAB’s approach to risk management is based on an overriding

principle that risk management capability must be embedded within

front-line teams to be effective. This overriding principle embodies

the following concepts:

n all business decisions include the consideration of risk

n business managers use our risk management framework to
appropriately balance both risk and reward

n all employees are responsible for risk management in their
day-to-day activities

n risk management is a core competency area for all employees.
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The Group manages risk within a ‘three lines of defence’ framework.
Control is exercised through clearly defined delegations of authority
and clear communication channels. The first line of defence
comprises the business units managing risks associated with their
activities. The second line is our Group and regional risk functions,
which are accountable for independent monitoring and oversight.
The third line of defence is Internal Audit, which independently
reviews, monitors and tests compliance with risk policies and
procedures and regularly assesses the overall effectiveness of our
risk management framework.

Consistent with our move to a regional model, we completed a
review of our Risk Governance Framework and risk management
function in January 2005. The new Risk Governance Framework

is designed to identify, examine and escalate problem areas

SO appropriate action can be taken in a timely manner. Our risk
management function is structured to align risk management with
the new regional structure. This has provided clear accountabilities
at both a regional and Group-level and improved risk management
within the Group through benchmarking against best practice. The

by the Board in April 2005.

the Managing Director and Group Chief Executive, the Director —
Finance and Risk and Group Chief Financial Officer, the Group
Chief Risk Officer, each of the regional Chief Executive Officers,
and the Executive General Manager, IMS. It serves as the principal
risk strategy and policy decision-making body within the Group.

This committee is supported by the following four sub-committees,
each with a specialised focus:

n Group Credit Risk Committee

n Group Market Risk Committee

n Group Operational Risk and Compliance Committee

n Group Asset and Liability Committee.

The Group risk management function supports the regions, executive
management, and the Board through the creation of Group-wide

risk principles and policies, and provides aggregated reporting of

risk issues, mitigation strategies and policy changes to Group Risk
Committees, the Board Risk Committee and ultimately the Board.

Figure 3 illustrates our new Group risk governance framework, its
delegations and reporting lines.

revised framework was approved
Regional Boards”™

There are now four regional risk
management teams: Australia,
the UK, New Zealand, and IMS
(managed on a global basis).
Regional teams independently
monitor and assess their business
risk profiles against established
risk appetite parameters. They also
assist the ‘front line’ businesses
in the design and implementation
of appropriate risk management

Board and its committees

Regional Board
Risk Committees

Regional Board

->) Board of Directors

Board Board
Risk Committee Audit Committee

policies and strategies, and work Audit Committees
with the businesses to promote
awareness of risk management
practices. Together with the

Group risk management function,
they are working to embed our
Corporate Principles and behaviours
(see inside back cover) into
organisational culture.

During the year, significant
changes in key risk positions
have occurred, with new risk
professionals recruited to fill many
positions. Our new risk leadership
team has brought significant
global perspective to the design
of the revised Risk Management
Framework and effective
management of risk throughout
the Group.

Executive risk committees

As part of the review of the risk management function, a new
Group Risk Management Committee has been created. This
Committee is composed of key senior executives, including

Group Executive
Reporting Committee

line

Group Risk
Management Committee

Regional risk
management committees*
* Regional risk governance
structures largely replicate the
Principal Board sub-committees
and executive risk committees

Group risk
functional committees

— Operational Risk and Compliance
- Credit Risk

— Market Risk

— Asset and Liability Committee

~~ Regional Boards are NAG Europe Board and BNZ Board

Figure 3: Group risk governance framework

Each of our four businesses also has a senior executive Risk
Management Committee, which serves to provide a leadership
focus on key risk issues from a regional perspective.

The Risk Committee of the Board reviews the Group’s risk

appetite and oversees the overall Risk Management Framework.
This Committee focuses on key elements of risk, including
regulatory compliance risk, market risk, credit risk, balance sheet
management, interest rate risk, and operational risk. CSR issues are
included as part of operational risk.

For further information on our Board Risk Committee including its
members, responsibilities and charter, refer to page 75 of our 2005
Annual Financial Report on our Group website ¥.

Independent review

Internal Audit is an integral component of our risk management
structure, independently reviewing, monitoring, and testing business
unit compliance with risk policies and procedures, and regularly
assessing the overall effectiveness of the Risk Management
Framework. Our Internal Audit function is guided by a Charter, which
sets out the objectives, responsibilities and operation of Internal
Audit within the Group.

This year, Internal Audit played a key role in the review of this
Report. Table 3 shows the number of internal and CSR-related
audits completed by internal and external auditors in 2005

External audit

External audit is undertaken in a number of areas ranging from
financial statements, certain legislative compliance, occupational
health and safety management, environmental management to

our annual financial and CSR reporting. Details of the audit and
non-audit services provided by our external auditor are described in
our 2005 Annual Financial Report on pages 18 and 222-223 on our
Group website ¥*.

Responding to regulators and regulatory change

Both within the financial services industry and more broadly,
businesses are working within a changing regulatory environment.
APRA is the prudential regulator of the Australian financial services
industry. The Bank for International Settlements (BIS) has released a
revised regulatory framework known as the Basel Il Capital Accord
(Basel ). This sets out international benchmarks for assessing
banks’ capital adequacy requirements. APRA has released draft
prudential standards for conformity with Basel Il. Consistent with

governance

APRA requirements, the Group has submitted its application for
Basel Il accreditation. This forms part of an accreditation process
that will continue through to calendar year 2007.

The work undertaken during 2005 in preparation for NAB'’s
accreditation application in September 2005 underpins efforts

to enhance our internal risk processes. The Group continues to
monitor developments and is working with its key regulators in
Australia and overseas to ensure that the Group’s Basel Il program
aligns with regulatory requirements.

We have made significant progress in response to the March 2004
APRA report in respect of the unauthorised foreign currency options
trading losses. This Report identified deficiencies in our market
risk systems, governance processes, and organisational culture.
We continue to implement actions regarding our risk systems and
procedures in accordance with the remedial actions specified by
APRA and the ASIC enforceable undertaking. A key outcome of
this work was the re-opening in May 2005 of our foreign currency
options trading desk. The group is also progressing with its internal
market risk model re-accreditation. The business continues to
focus on a proactive approach to risk management and regulatory
compliance. For further information refer to the ‘report of the
directors’ on page 101 and information on risk pages 58 to 64 and
the changing regulatory environment pages 16 to 17 of the 2005
Annual Financial Report on our Group website %.

Anti-money laundering

In most countries in which the Group operates, measures have
been adopted to combat use of the financial system for money
laundering, as well as to restrict the financing capacity of terrorists
and their organisations. The Group continues to develop its
business practices and systems for the detection and prevention
of transactions that may involve prescribed terrorists or money
laundering. We have also been involved in discussions with the
Australian Government around the content of its draft regulations.

Moving forward

Planned actions for 2006 include:

n streamlining CSR governance processes to reflect our
regional model

n aligning the CSR Report with the annual financial reporting process.

Table 3: Internal and external CSR-related audits completed between 1 July 2004 and 30 June 2005

Internal audits

Internal credit risk audits

Internal CSR reporting audits

Internal occupational health and safety audits
External occupational health and safety audits
External environmental audits

External CSR reporting audits

National Australia Bank Limited Corporate Social Responsibility Report 2005

Number Time taken (days)
389 20,534

16 709

1 48

5 20

217 117

1 12

1 85
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We will onest and treat: One with
fairness e will active 2N and
respond our stakeholders, with the
goal of bulldir ationship -

gagemgn

World Vision Australia Chief Executive Officer and Chair of NAB's Australian External Stakeholder Forum, Rev. Tim Costello, at NAB's Da€Klands building.

To build and grow a sustainable business over the long term, it

is important that we understand the mutual dependence that a
company has with its stakeholders. NAB recognises the importance
of these relationships and is committed to understanding the

views of, and engaging with, our stakeholders so we can build
relationships based on trust.

Stakeholder relationships based on trust assist in proactively
identifying and understanding current and emerging issues, avoiding
risks and reputational blind spots, and moving ‘beyond compliance’
into value creation. Building trust in relationships takes time, effort
and demonstrated commitment to meeting expectations. NAB is
committed to improving its stakeholder relationships in this way.

This section provides an overview of our key stakeholders and their
interests. It also highlights some activities we have undertaken in 2005
to monitor the current state of our stakeholder relationships and to
build our understanding of key stakeholders’ views. The ‘Progress on
our promises’ highlighted below provides an update on stakeholder-
related commitments and promises from our 2004 CSR Report.

Our approach to stakeholder engagement

Over the past few years, NAB has been criticised for its lack of
transparency and engagement with external stakeholders. In
response, we are being more rigorous in facilitating meaningful
stakeholder engagement, and will continue to make it a priority.

Table 4 (page 16) provides an overview of our key stakeholders,
which we have identified on the basis of mutually shared interests.
The table also highlights the ways in which we seek to engage with
these stakeholders. Feedback from stakeholders is valued within
the organisation. Throughout this Report, we have highlighted areas
where we have adopted stakeholder suggestions, engaged with
stakeholders to develop better understanding of an issue, or worked
with them to achieve a mutual goal.

Responding to stakeholders’ views

Following the release of our first CSR Report in 2004, we wanted to
understand our stakeholders’ views about its usefulness, and the
relevance of the issues that we covered. We did this by engaging

a number of our key stakeholders in one-on-one feedback sessions
and have incorporated many of their suggestions into this Report.

This year, for the first time, we have also asked our external
auditors to review our processes for stakeholder engagement and
consultation (refer to page 61). This is to provide an independent
view of how we have taken stakeholders’ views into account and
identify further opportunities for improving stakeholder engagement.

stakeholder

Measuring the quality of our relationships

In June 2004, we measured the quality of our relationships with key
external stakeholders in the Australian region. We commissioned
independent researchers (mra) to undertake a qualitative and
quantitative survey using the Relationship Index. This Index
measures the quality of our relationships with our stakeholders on
four key dimensions - trust, mutuality of control, commitment and
satisfaction, as illustrated below in Figure 4.

Trust

Mutuality of control

Dimensions
of stakeholder
relationships
Commitment

Satisfaction
Reproduced courtesy of Edelman and mra

Figure 4: Dimensions of relationships
measured by the Relationship Index

Key findings of this research became available early in the 2005

reporting period and showed us that:

n the events (foreign currency options losses and governance
issues) that occurred in 2004 impacted negatively on the quality
of our relationships, but stakeholders recognised our genuine
efforts to address our problems and rebuild trust and the quality
of our relationships with them

n stakeholders had not always felt fully engaged by the organisation
but in more recent times they believed we were becoming more
considerate of stakeholder opinions

n initiatives such as the production of the CSR Report were
seen as evidence of our a long-term commitment to
transparency and accountability

n there were opportunities for more open and
honest communication.

Progress on our promises

Promises Comments

We are committed to broader stakeholder dialogue
with our communities to ensure we understand and
are responding to issues of concern.

The results of research will be used to improve
stakeholder programs in 2005.
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In 2005, we have met this commitment through our Australian Stakeholder
Forum, participation in industry consultation processes, our regional
stakeholder survey and a number of other stakeholder engagement activities.

The results of stakeholder surveys and research undertaken in mid-2004
have been used to inform our stakeholder engagement in 2005.
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The 2004 Relationship Index results have been used to establish a
baseline measure of the quality of our stakeholder relationships in
Australia. They have also influenced our stakeholder engagement
strategies for 2005. We are committed to continuing to improve our
stakeholder relationships. In June 2005, we commenced a second
round of external stakeholder research using the Relationship

Index and we expanded the survey to include stakeholders in

New Zealand and the UK. We will use these results to monitor the
effectiveness of our stakeholder engagement processes to date and
to make further improvements in our strategies for 2006.

Australian External Stakeholder Forum

Our Australian business formally liaises with Australian opinion
leaders through its External Stakeholder Forum, which is hosted
by our Australian region CEO, Ahmed Fahour, and chaired by
Rev. Tim Costello, CEO, World Vision Australia. The Forum, which
has operated since 1998, consists of 10 community and opinion
leaders who have expertise covering a range of areas from
environment and agriculture to consumer affairs, small business,
social policy and community services.

Table 4: Our internal and external stakeholder relationships

Stakeholder

Boards

Employees
and contractors

Customers

Shareholders and the
investment community

Governments

Regulators

Suppliers

Media

Unions

Non-government
organisations

Industry groups
and associations

Local, regional and
global communities

Area of interest and engagement

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

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

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

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

Legislation; Parliamentary committees; draft
regulatory proposals, especially policy development
such as anti-money laundering

Compliance; performance and reporting

Procurement standards and requirements,
environmental and social performance

Transparency and disclosure

Enterprise bargaining; workplace practices;
organisational change such as the move to our
regional business model, branch closures and
consideration of offshoring; restructuring

and redundancies

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

Anti-money laundering; environmental credit risk
and performance; corporate social responsibility

Corporate social responsibility; corporate
community investment

Approaches to stakeholder
communication and engagement

Monthly Board meetings and ad hoc workshops;

director education; briefings by management

Biannual employee opinion surveys

and ‘pulse checks’

Intranet, staff newsletters and internal TV
Employee feedback processes

Focus groups

Confidential alert line

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

Annual shareholder survey; annual general
meeting; investor relations website; investor
presentations; continuous disclosure;

half yearly and special analyst briefings;
participation in analysts’ surveys

Regular meetings and briefing sessions
Participation in government
consultation processes

Regular meetings and briefing sessions and
improvements in quality of reporting

Supplier surveys
On-going relationship management

National Press Club sponsorship
Regular and special media briefings

Our Global Union Engagement Strategy
Regular consultative meetings and processes
— at least fortnightly

Stakeholder surveys; development of
shared projects; one-to-one consultation
and engagement

Participation in industry associations and
like organisations

Sponsorship and staff involvement in, and
support of, local community projects and
activities across our global operations

The Forum met four times in the 2005 reporting period. Issues
that have been discussed by the Forum include MLC'’s investment
practices, credit risk policies, with a specific focus on how
environmental and social risks are treated, project finance and

the Equator Principles, executive remuneration, indebtedness

and our collections process, and our CSR strategy and activity
within the region.

The Forum continues to give our Australian business a better
understanding of the needs and concerns of the local community.
It has also provided the participating community leaders with an
understanding of the issues that the NAB must grapple with in its
day-to-day activities.

Industry consultation and engagement

We actively participate in industry and business forums both on a
global and regional level to progress issues of common interest
and concern to our industry peers and stakeholders. We are both

a signatory and respondent to Carbon Disclosure Project 3, and
members of a range of industry bodies (see Table 5) and the United
Nations Environment Program Finance Initiative.

In 2005, the Group made a number of submissions to government
and regulators. This included a pre-budget submission to the
Australian government.

We also contributed to a number of industry submissions made by
the Australian Bankers Association (ABA), including submissions to
the Attorney General on proposed anti-money laundering legislation;
the access submission to Human Rights and Equal Opportunity
Commission; the Senate inquiry into possible links between
household debt, demand for imported goods, and Australia’s
current account deficit; APRA's proposed prudential regulations

on governance and fitness and propriety of officers; the Reserve
Bank of New Zealand on its proposed outsourcing policy; and a
submission to the Trans-Tasman Council on prudential regulation.

Communicating with shareholders

Shareholders are an important group of stakeholders for our
business. Information is communicated to shareholders regularly
through a range of forums and publications. These include our
annual general meeting, notices and explanatory memoranda of
annual general meetings; our annual reports; disclosures to relevant
stock exchanges and to ASIC and the US Securities and Exchange
Commission (SEC); letters from the Managing Director and Group
Chief Executive or the Chairman on specific matters of shareholder
interest; and the Shareholder Centre on the Group’s website ¥*.
Shareholders are also encouraged to attend the annual general
meeting and ask questions of the Chairman, directors, senior
management and the external auditor. For those shareholders

who are unable to attend the meeting we provide a webcast.
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Table 5: Key industry memberships

American Australian Association

Asian Bankers Association

Association of Payments and Clearing Systems (UK)
Association of Super Funds of Australia
Australasian Financial Markets Association
Australasian Investor Relations Association
Australia & New Zealand Chamber of Commerce, Japan
Australian Bankers’ Association

Australian Chamber of Commerce Hong Kong
BACS Payment Scheme (UK)

British Bankers’ Association

Business Council of Australia

Chartered Institute of Bankers Scotland

Committee of Scottish Clearing Bankers

Council of Mortgage Lenders (UK)

European Australasian Business Council

Finance and Treasury Association

Financial Planners Association of Australia

Hong Kong Association of Banks

Institute of International Bankers

Institute of International Bankers (USA)

International Bankers Association, Japan
International Swap and Derivatives Association
Investment and Financial Services Association (Aust)
New Zealand Bankers’ Association

Overseas Bankers Association of Australia

Scottish Financial Enterprise

The Committee for Melbourne

The Global Foundation

Our Investor Relations team plays a key role in effectively
communicating to, and engaging with, the investment community.
This is achieved via results briefings, domestic and international
investor road-shows and other access to management. NAB

also participates in a biannual survey to measure and monitor
institutional investor confidence. This tests the perception and
opinions of analysts and other relevant opinion leaders and the
results are reported internally to senior management and the Board
and form part of our action plans to improve investor relations.

Moving forward

Planned actions for 2006 include:

n finalising discussions with Finsec, the financial services union
in the UK, on a revised Recognition Agreement, which reaffirms
their importance as a key stakeholder

n repeat the Relationship Index Survey in Australia, the UK and
New Zealand in 2006.
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