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Results for Announcement to the Market

Results for announcement to the market
Report for the year ended 30 September 2014

30 September 2014

$m
Revenue from ordinary activities " page 70 up 57% * to 19,248
Profit after tax from ordinary activities attributable to owners of the Company @ page 70 down 1.1% * to 5,295
Net profit attributable to owners of the Company @ page 70 down 1.1% * to 5,295
* On prior corresponding period (twelve months ended 30 September 2013).
0 Required to be disclosed by ASX Listing Rule Appendix 4E. Reported as the sum of the following items from the Group's income statement: net interest income $13,739 million,
net life insurance income $542 million and total other income $4,967 million. On a cash earnings basis revenue increased by 1.9%.
@ The September 2013 results have been restated for the impact of adopting new accounting standards, as detailed in the Principal Accounting Policies on page 76.
& Net profit attributable to owners of the Company was down 1.1% to $5,295 million, reflecting additional provisions relating to legacy UK conduct related matters and write-downs to
the carrying value of software assets and several tax related items, combined with higher operating expenses, more than offsetting higher revenue and improved bad and doubtful debts.
Amount Franked
per amount per
share share
Dividends cents %
Final dividend 99 100
Interim dividend 99 100
Record date for determining entitlements to the interim dividend 11 November 2014

Highlights

Group cash earnings down 9.8% Cash earnings decreased by $563 million or 9.8% compared to the
September 2013 year. This result was materially impacted by $1,504
million taken in additional provisions relating to legacy UK conduct related
matters, write-downs to the carrying value of software assets and several
other tax related items. Details of these specified items and comparatives
that impacted the September 2013 year, can be found on page 20 of
Section 3, of the 2014 Full Year Results. Excluding the impact of these
specified items and foreign exchange rate movements cash earnings
increased by $564 million or 9.5% reflecting lower charges for bad and
doubtful debts and higher revenue driven by volume growth in housing
lending, partially offset by higher expenses to support transformational
and regulatory projects and continued investment in the business. The
difference between cash earnings and statutory net profit attributable to
the owners of the Company was primarily due to distributions. Refer to
information on cash earnings on page 2 of Section 1, of the 2014 Full Year
Results.

Cash return on equity (ROE) down to 11.8% Cash ROE decreased by 230 basis points due to lower earnings,
combined with higher levels of capital being held following the transition to
Basel lll.

Diluted cash earnings per share (cents) down to 216 Diluted cash earnings per share decreased by 11.0%.

Banking cost to income ratio up 930 bps The Group’s banking cost to income ratio increased by 930 basis points to
53%.

Common Equity Tier 1 capital ratio up 20 bps The Common Equity Tier 1 capital ratio (Basel Ill basis) is up 20 basis
points to 8.63%.

Full time equivalent employees up 689 Full time equivalent employees increased to 42,853 due to additional FTE
to drive volume growth and support the transformational agenda and
requlatory projects.

@ A growth rates are calculated on a cash earnings basis on the prior corresponding period (twelve months ended 30 September 2013).
A Glossary of Terms is included in Section 7.

A reference in this Appendix 4E to the 'Group' is a reference to the Company and its controlled entities. All currency amounts are expressed in Australian dollars
unless otherwise stated. References in this document to the September 2014 year are references to the twelve months ended 30 September 2014. Other twelve
month periods are referred to in a corresponding manner. National Australia Bank Limited's consolidated financial statements, prepared in accordance with the
Corporations Act 2001 (Cth), are included in Section 5. See page 115 for a complete index of ASX Appendix 4E requirements.
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Thursday, 30 October 2014

NAB 2014 Full Year Results

Strong asset quality and sound core franchise
Key Points

Results for the 30 September 2014 full year are compared with 30 September 2013 full year unless otherwise
stated.

= On a statutory basis, net profit attributable to owners of the Company was
$5.30 billion, a decrease of $60 million or 1.1%.

+ Cash earnings' declined to $5.18 billion, which is 9.8% below the September 2013
full year due to earnings adjustments announced on 9 October 2014 relating to UK
conduct provisions, capitalised software impairment, deferred tax asset provisions
and R&D tax policy change totalling $1.5 billion after tax for the 30 September 2014
full year. For purposes of comparability, cash earnings for the September 2013 full
year have also been restated for inclusion of UK payment protection insurance (PPI)
conduct costs in cash earnings. Excluding these adjustments and prior period UK
conduct costs relating to PPI and interest rate hedging products (IRHP), cash
earnings rose 12.4% over the year. The main difference between net profit
attributable to owners of the Company on a statutory basis and cash earnings relates
to distributions.

+= On a cash earnings basis:

o Revenue increased by approximately 1.9% with higher lending balances,
partly offset by a lower net interest margin (NIM) and weaker Markets and
Treasury? income. Excluding the impact of changes in foreign exchange rates
revenue declined 1.1%.

o Expenses rose 21% due to the impact of higher UK conduct provisions,
capitalised software impairment and R&D tax policy change. Excluding these
items and prior period UK conduct charges relating to PPl and IRHP,
expenses rose 4.5% over the year or 0.7% excluding the impact of changes
in foreign exchange rates.

o Improved asset quality and deliberate portfolio choices made over recent
years have resulted in a total charge to provide for bad and doubtful debts
(B&DDs) for the year of $877 million, down 54.7% on 30 September 2013
due primarily to lower charges in Australian Banking and NAB UK CRE. The
charge includes a $50 million release from the Group economic cycle
adjustment and $99 million release from the NAB UK CRE overlay.

= The Group maintains a well diversified funding profile and has raised approximately
$28.2 billion of term wholesale funding (including $7 billion secured funding) in the
2014 financial year. The weighted average term to maturity of the funds raised by the
Group over the 2014 financial year was 5.1 years. The stable funding index was
90.4% at 30 September 2014, a 1.2 percentage point increase on 30 September
2013.

' Cash earnings is not a statutory financial measure and does not represent the cash flows, funding or liquidity position of the
Group, nor any amount represented on a cash flow statement. Refer to note on cash earnings on page 4 of this document.
Markets and Treasury income represents Customer Risk and NAB Risk Management income.



= The Group’s Basel [l Common Equity Tier 1 (CET1) ratio was 8.63% as at 30
September 2014, an increase of 20 basis points from 30 September 2013 and
broadly stable compared to 31 March 2014. As announced in the March 2014 half
year results, the Group will target a CET1 ratio of 8.75% - 9.25% from 1 January
2016, based on current regulatory requirements.

#= The final dividend has been maintained at 99 cents, fully franked, and a dividend
reinvestment plan (DRP) discount of 1.5% will be offered with no participation limit.
NAB has entered into an agreement to have the DRP on the final dividend partially
underwritten to an amount of $800 million over and above the expected participation
in the DRP. Assuming a DRP participation rate of 35%, these initiatives will provide
an expected increase in share capital of approximately $1.6 billion, which is
equivalent to a 44 basis point increase in NAB’s CET1 ratio.

Executive Commentary

“While our Australia and New Zealand franchises are in good shape, it is disappointing to
record a full year result that includes $1.5 billion after tax in UK conduct provisions and other
impairments,” NAB Group Chief Executive Officer Andrew Thorburn said.

“We know there is value in focusing on the core business and in building a strong Australian
and New Zealand franchise with real clarity around a customer-focused strategy that is
executed well. Our Executive Leadership Team is focused on delivering a better experience
for our customers and better returns for our shareholders.

“Within the Australian Banking business | am pleased with the ongoing momentum in
Personal Banking and the more stable performance from Business Banking in the second
half of this year. Excluding the more volatile Markets and Treasury income, Australian
Banking revenue grew 1.8% over the September 2014 half year. A further reduction in the
charge for B&DDs reinforces the benefits of our strategy to reduce the Australian lending
risk profile.

“While satisfied with the progress our Australian business is making, there is more we can
do. It is essential we continue to invest in core businesses where we have real competitive
advantage, especially housing lending and, in Business Banking our SME, agriculture,
government and education, and health franchises. More broadly, we have a number of solid
businesses from which to build a stronger bank.

“‘NAB Wealth has also had an improved year, recording cash earnings growth of 13.4% off
the back of strong growth in Investment earnings and an increase in Insurance earnings.
Wealth products are an essential part of our customer offering, however returns are below
acceptable levels and as a result we are evaluating a number of options to improve the
returns of this business.

“Technology is a critical enabler of our business, which is why | am pleased to announce
that over 2015 and 2016 the benefits of our banking platform upgrade will become
increasingly apparent to our retail banking customers and around one third of our business
customers who take out new personal banking products. Benefits include a single
application for multiple products, loan application progress checked on-line or via regular
updates and faster approval times. Our staff will also benefit from less or no data entry and
straight through processing. Future decisions on how we invest in technology will be based
on what our customers need, what we can afford and what is doable.

“Pleasingly we have also made good progress on legacy assets and have been able to
accelerate our exit from non-core businesses. In July we announced the partial sale (£625
million) of the NAB UK CRE portfolio and in October began the sale process of Great
Western Bank with the IPO of a 31.8% stake.



“Our clear focus is on our Australian and New Zealand franchises and providing a better
customer experience, and as a result we need greater urgency dealing to our remaining low
returning assets. In relation to exiting UK Banking this means we are now examining a
broader range of options including those provided by public markets.

“We are very clear on our priorities for the next year and will focus our energy and resources
on improving our customers’ experience, building better momentum in priority segments of
our Australian Banking business, maintaining our balance sheet strength, accelerating
progress on our low returning assets and closing the ROE gap to peers.”

Business Commentary

Australian Banking cash earnings were flat on the September 2013 full year at $4.9 billion,
with modest revenue decline and higher expenses offset by further falls in the charge for
B&DDs. Revenue fell 1.4% reflecting lower Markets and Treasury income and lower NIM
given competitive pressure. Volume growth was solid, underpinned by ongoing market share
gains in housing lending and a slight improvement in business lending growth. Excluding the
impact of Markets and Treasury income, revenue fell 0.6% over the year but increased 1.8%
over the six months to September 2014. Expenses rose 3.7% over the year with increased
project spend and volume related growth, but were stable over the half year.

NAB Wealth cash earnings increased 13.4% on the September 2013 full year to $365 million
driven largely by higher Investment earnings, with strong growth in funds under
management partly offset by lower margins reflecting a shift in the mix of new business.
Insurance earnings also increased over the year benefitting from improved claims and stable
lapse performance. Inforce premiums grew 4.9% mainly due to improved pricing in Group
insurance products. Closer integration with Australian Banking continues to gain traction
with accelerating growth in sales of Masterkey Business Super via Business Banking
channels and improved sales capability in the Retail network driving higher cross sell rates.

NZ Banking local currency cash earnings rose 2.4% on the September 2013 full year to
NZ$807 million reflecting revenue growth and well contained expense growth. Business
lending experienced steady growth, and there was a solid pick-up in housing lending growth
in the September 2014 half year. Asset quality metrics improved and the charge for B&DDs
fell over the year, but increased over the six months to September 2014 due to a small
increase in specific charges.

UK Banking local currency cash earnings® rose strongly over the year to £158 million
reflecting a materially lower charge for B&DDs consistent with steady improvements in the
UK economy. Revenue remains subdued with strong growth in housing lending and higher
margins benefitting from reduced funding and deposit costs, offset by lower business
lending and weaker fee income. Lower margins compared with the March 2014 half year
reflect timing of the Financial Services Compensation Scheme (FSCS) levy. Operating
expenses were well managed despite increased marketing and project-related expenditure.

The NAB UK CRE run-off portfolio reported local currency cash earnings of £23 million in
the September 2014 full year compared with a £239 million loss in the prior year. The major
driver of the improved performance was a significantly reduced loan loss charge which
included a £55 million release from the NAB UK CRE overlay of which £30 million occurred
in the September 2014 half year. The result also benefited from a small gain on the sale of a
£625 million portfolio of mainly impaired loans, as previously announced. The portfolio
continues to decline with the balance reducing by £1.1 billion over the six months to
September 2014 to £2.2 billion.

S UK Banking cash earnings exclude conduct charges relating to PPl and IRHP which are included in Corporate Functions and
Other.



IFRS 9 impacts

In July 2014 the accounting standard IFRS9 was issued and the Group has the intention of
early adopting the Australian equivalent standard AASB 9 from 1 October 2014. Adoption of
AASB 9 will have the impact of increasing our Provision for Doubtful Debts for amortised
and fair value loans with a corresponding adjustment through retained earnings, resulting in
an increase in the collective provision coverage ratio. Additionally the Group will reclassify
certain assets including those in the Held to Maturity and Available for Sale categories to
FFair Value, again with adjustments taken through retained earnings. Implementation remains
contingent upon a number of items including the issue of AASB 9 by the Australian
Accounting Standards Board expected shortly.

Group Asset Quality

Group asset quality metrics continued to improve over the period. The ratio of Group 90+
days past due and gross impaired assets to gross loans and acceptances of 1.19% at 30
September 2014 is 33 basis points lower compared to 31 March 2014 and 50 basis points
lower compared to 30 September 2013.

The ratio of collective provision to credit risk weighted assets was 0.83% at 30 September
2014 compared to 0.91% at 31 March 2014, with drivers of this decline including improved
asset quality, continued growth in housing lending and release from the Group economic
cycle adjustment of $50 million during the period. The ratio of specific provisions to impaired
assets was 35.3% at 30 September 2014 as compared to 34.8% at 31 March 2014.

For further information:

Media

Brian Walsh Meaghan Telford

M: +61 (0) 411 227 585 M: +61 (0) 457 551 211
Investor Relations

Ross Brown Natalie Coombe

M: +61 (0) 417 483 549 M: +61 (0) 477 327 540
Disclaimer

This announcement 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 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 in the Group’s Annual Financial Report.

Note on Cash Earnings

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 is set out on pages 2 to 8 of the 2014 Full Year Results Announcement under the heading “Profit
Reconciliation”.

The Group’s results and Review of Divisional Operations and Results are presented on a cash earnings basis, unless
otherwise stated. Cash earnings is a key financial performance measure used by NAB, the investment community and NAB’s
Australian peers with a similar business portfolio. NAB also uses cash earnings for its internal management reporting, as it
better reflects what NAB considers to be the underlying performance of the Group. It is not a statutory financial measure and is
not presented in accordance with Australian Accounting Standards nor audited or reviewed in accordance with Australian
Auditing Standards. “Cash earnings” is calculated by excluding some items which are included within the statutory net profit
attributable to owners of the Company. Section 5 of the 2014 Full Year Results includes the Consolidated Income Statement
of the Group, including statutory net profit attributable to owners of the Company. The Group’s audited financial statements,
prepared in accordance with the Corporations Act 2001 (Cth) and Australian Accounting Standards will be published in its 2014
Annual Financial Report on 17 November 2014.
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Profit Reconciliation

Information about Cash Earnings

This section provides information about cash earnings, a key performance measure used by NAB, including information
on how cash earnings is calculated and reconciliation of cash earnings to net profit attributable to owners of the Company

(statutory net profit).

Explanation and Definition of Cash Earnings

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.
NAB also uses cash earnings for its internal management
reporting as it better reflects what NAB considers to be
the underlying performance of the Group. Cash earnings
is calculated by excluding some items which are included
within the statutory net profit attributable to owners of the
Company. Cash earnings does not purport to represent
the cashflows, funding or liquidity position of the Group,
nor any amount represented on a cash flow statement. It
is not a statutory financial measure and is not presented
in accordance with Australian Accounting Standards

nor audited or reviewed in accordance with Australian
Auditing Standards.

Cash earnings is defined as net profit attributable to

owners of the Company, adjusted for the items NAB

considers appropriate to better reflect the underlying

performance of the Group. In September 2014, cash

earnings has been adjusted for the following:

- Distributions

- Treasury shares

- Fair value and hedge ineffectiveness

- Deferred Acquisition Cost (DAC) discount rate
variation

- Amortisation of acquired intangible assets.

In prior comparative periods, cash earnings has been
adjusted for litigation expense and recovery. This item
did not recur as an adjustment in cash earnings for the
September 2014 year.

Reconciliation to Statutory Profit

Section 5 of the 2014 Year End Results Announcement
includes the Group’s Income Statement, including
statutory net profit. The Group’s audited financial
statements, prepared in accordance with the Corporations
Act 2001 (Cth) and Australian Accounting Standards, will
be published in its 2014 Annual Financial Report on 17
November 2014.

A reconciliation of cash earnings to statutory net profit
attributable to owners of the Company (statutory net
profit) is set out on page 3, and full reconciliations
between statutory net profit and cash earnings are
included in this section on pages 5-8 of the 2014 Full Year
Results Announcement.

Page 4 contains a description of each non-cash earnings
item for September 2014 and for the prior comparative
periods.

Underlying Profit

Underlying profit is a performance measure used by
NAB. It represents cash earnings before various items,
including income tax expense and the charge to provide
for bad and doubtful debts as presented in the table on
page 3. Itis not a statutory financial measure and is
not presented in accordance with Australian Accounting
Standards nor audited or reviewed in accordance with
Australian Auditing Standards.



Profit Reconciliation

Group Results

The Group Results, Review of Divisional Operations and Results, are presented on a cash earnings basis unless otherwise
stated.

Year to Half Year to
Sep 14 Sep13 ™ Sep 14 v Sep 14 Mar 14 Sep 14 v
$m $m Sep 13 % $m $m Mar 14 %
Net interest income 13,775 13,407 2.7 6,932 6,843 1.3
Other operating income 5,104 5,125 (0.4) 2,475 2,629 (5.9)
IoRE 34 31 9.7 19 15 26.7
Net operating income 18,913 18,563 1.9 9,426 9,487 (0.6)
Operating expenses (10,180) (8,410) (21.0) (5,724) (4,456) (28.5)
Underlying profit 8,733 10,153 (14.0) 3,702 5,031 (26.4)
Charge to provide for bad and doubtful debts (877) (1,934) 54.7 (349) (528) 33.9
Cash earnings before tax and distributions 7,856 8,219 (4.4) 3,353 4,503 (25.5)
Income tax expense (2,492) (2,284) (9.1) (1,229) (1,263) 2.7
Cash earnings before distributions 5,364 5,935 (9.6) 2,124 3,240 (34.4)
Distributions (180) (188) 4.3 (90) (90) -
Cash earnings 5,184 5,747 (9.8) 2,034 3,150 (35.4)
Non-cash earnings items (after tax):
Distributions 180 188 (4.3) 90 90 -
Treasury shares (43) (413) 89.6 70 (113) large
Fair value and hedge ineffectiveness 83 (151) large 31 (228) large
DAC discount rate variation (20) 22 large (21) 1 large
Litigation expense/recovery - 39 large - - -
Amortisation of acquired intangible assets (89) (77) (15.6) (45) (44) (2.3)
Net profit attributable to owners of the
Company 5,295 5,355 (1.1) 2,439 2,856 (14.6)

@ Restated to include Payment Protection Insurance provision charges in operating expenses for cash earnings purposes, and for the impact of adopting new accounting standards as

detailed in the Principal Accounting Policies on page 76.



Review of Operating Environment, Group Operations and Results

Non-cash Earnings Items

Distributions

Distributions relating to hybrid equity instruments are
treated as an expense for cash earnings purposes and

as a reduction in equity (dividend) for statutory reporting
purposes. The distributions on other equity instruments
are set out in Section 5, Note 6 Dividends and
Distributions. The effect of this in the September 2014 full
year is to reduce cash earnings by $180 million.

Treasury Shares

For statutory reporting purposes, the Group eliminates
the effect on statutory income of the Group’s life
insurance business investment in National Australia Bank
Limited shares. The elimination includes unrealised
mark-to-market movements arising from changes

in the Company’s share price, dividend income and
realised profits and losses on the disposal of shares. In
determining cash earnings in the September 2014 year, a
net gain of $22 million ($43 million after tax) attributable
to these adjustments has been included to ensure there
is no asymmetric impact on profit because the treasury
shares relate to life policy liabilities which are revalued in
deriving income.

Fair Value and Hedge Ineffectiveness

Fair value and hedge ineffectiveness causes volatility

in statutory profit, which is excluded from cash earnings
as it is income neutral over the full term of transactions.
This arises from fair value movements relating to trading
derivatives for risk management purposes; fair value
movements relating to assets, liabilities and derivatives
designated in hedge relationships; and fair value
movements relating to assets and liabilities designated at
fair value.

In the September 2014 year there was an increase in
statutory profit of $118 million ($83 million after tax) from
fair value and hedge ineffectiveness. This was largely
due to the change in the fair value of derivatives used to
manage the Group’s long-term funding from movements
in spreads between Australian and overseas interest
rates, and mark-to-market movements of assets and
liabilities designated at fair value reflecting current market
conditions. In particular, the impact of interest rate and
foreign exchange movements has resulted in mark-
to-market gains on these derivatives and term funding
issuances.

DAC Discount Rate Variation

The DAC discount rate variation represents the impact

on earnings of the change in value of deferred acquisition
costs (net of reinsurance) included in insurance policy
liabilities resulting from a movement in inflation and the
risk free discount rate. This item resulted in a pre-tax loss
of $29 million ($20 million after tax).

Amortisation of Acquired Intangible Assets

The amortisation of acquired intangibles represents

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

The following non-cash earnings item was reported for 30
September 2013.

Litigation Expense and Recovery

Following the agreement to settle the Bell Resources
litigation, the Group recognised an $80 million receivable
during the 2013 financial year relating to settlement
proceeds. The recovery was partially offset by litigation
expenses of $25 million recognised during the March
2013 half year, relating to the final settlement of a class
action against the Group, generating a net recovery of
$55 million ($39 million after tax).
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Highlights

Key Performance Measures ("

Statutory Profit and Cash Earnings - half year
$m 3,150
2903 2889 2844 2856

2,466 2,439

2,034

Mar 13 Sep 13 Mar 14 Sep 14
u Statutory Profit OCash Earnings

Gross Loans and Acceptances and Customer Deposits

Cash Return on Equity (ROE) - half year annualised
%

14.6% 14.6%

1229 13.8% 136%  13.3%
o o

10.9%
l I 9l1%

Mar 13 Sep 13 Mar 14 Sep 14
Cash Return on Equity

u Statutory Return on Equity

Diluted Cash EPS and Dividend per Share - half year

$bn 522 534 545 cents
501 131.3
1231 119.6
391 99 99
342 366 381 I 93 I ¥ I 85.1
Mar 13 Sep 13 Mar 14 Sep 14
. . . , m Diluted Cash EPS Dividends per Share
Mar 13 Sep 13 Mar 14 Sep 14
u Customer Deposits OGross Loans and Acceptances
Group Performance Indicators ("
Year to Half Year to

Sep 14 Sep 13 @ Sep 14 Mar 14
Key Indicators
Statutory earnings per share (cents) - basic 2221 225.9 101.8 120.4
Statutory earnings per share (cents) - diluted 218.3 224.0 100.2 118.4
Cash earnings per share (cents) - basic 219.7 2449 86.0 133.7
Cash earnings per share (cents) - diluted 216.0 242.7 85.1 131.3
Statutory return on equity 12.1% 13.0% 10.9% 13.3%
Cash return on equity (ROE) 11.8% 14.1% 9.1% 14.6%
Profitability, performance and efficiency measures
Dividend per share (cents) 198 190 99 99
Dividend payout ratio 90.1% 77.6% 115.1% 74.0%
Cash earnings on average assets 0.60% 0.72% 0.47% 0.74%
Cash earnings on average risk-weighted assets 1.41% 1.64% 1.10% 1.72%
Cash earnings per average FTE ($'000) 122 134 94 150
Banking cost to income (CTI) ratio 53.0% 43.7% 60.6% 45.4%
Net interest margin 1.94% 2.03% 1.93% 1.94%
Capital
Common Equity Tier 1 ratio 8.63% 8.43% 8.63% 8.64%
Tier 1 ratio 10.81% 10.35% 10.81% 10.83%
Total capital ratio 12.16% 11.80% 12.16% 12.17%
Risk-weighted assets @ ($bn) 367.7 362.1 367.7 367.2
Volumes ($bn)
Gross loans and acceptances @® 545.4 522.1 545.4 534.2
Average interest earning assets 711.6 661.6 716.0 707.2
Total average assets 862.0 802.5 869.9 854.0
Total customer deposits © 391.1 366.0 391.1 381.1
Asset quality
90+ days past due and gross impaired assets to gross loans and acceptances 1.19% 1.69% 1.19% 1.52%
Collective provision to credit risk-weighted assets 0.83% 0.94% 0.83% 0.91%
Collective provision including GRCL (top-up) to credit risk-weighted assets 1.08% 1.16% 1.08% 1.15%
Specific provision to gross impaired assets 35.3% 32.0% 35.3% 34.8%
Other
Funds under management and administration ©® ($bn) 158.1 145.1 158.1 153.8
Annual inforce premiums ($m) 1,690.6 1,611.4 1,690.6 1,672.6
Full Time Equivalent Employees (FTE) (spot) 42,853 42,164 42,853 42,719
Full Time Equivalent Employees (FTE) (average) 42,602 42,783 42,987 42,234

@ All key performance measures and Group performance indicators are calculated on a cash earnings basis unless otherwise stated, where appropriate all half year key performance
measures are annualised, with the exception of Earnings Per Share measures. A Glossary of Terms is included in Section 7.
@ Restated to include Payment Protection Insurance provision charges in operating expenses for cash earnings purposes, and for the impact of adopting new accounting standards as

detailed in the Principal Accounting Policies on page 76.
@ Spot balance at reporting date.
@ Including loans and advances at fair value.
®  Excludes Trustee and Cash Management within NAB Wealth.
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Divisional Performance

Changes to the presentation of Divisional Financial Information
Following the Group’s organisational realignment of the Australian business announced in March 2013, the presentation of

divisional financial information has been amended. This includes the following changes:

Highlights

- Financial information previously presented for Personal Banking, Business Banking and Wholesale Banking is now

presented on a combined basis as Australian Banking

- Financial information for NAB Wealth no longer includes the NAB Private Wealth Business which is now reported in

Australian Banking

- Financial information presented for Corporate Functions and Other reflects changed attributions between Corporate
Functions, Australian Banking and NAB Wealth.

Following the initial public offering of a minority shareholding in Great Western Bank (GWB) in the United States (US), GWB'’s
operations have been included in Corporate Functions and Other. GWB'’s results will be separately reported to the market in

line with their reporting obligations in the US.

Divisional Cash Earnings

Year to Half Year to
Sep 14 Sep 13 ™ Sep 14 v Sep 14 Mar 14 Sep14v
$m $m Sep 13 % $m $m Mar 14 %
Australian Banking 4,947 4,942 0.1 2,473 2,474 -
NAB Wealth 365 322 13.4 191 174 9.8
NZ Banking 738 649 13.7 373 365 22
UK Banking 284 124 large 153 131 16.8
NAB UK Commercial Real Estate 42 (375) large 54 (12) large
Corporate Functions and Other @ (1,012) 273 large (1,120) 108 large
Distributions (180) (188) 4.3 (90) (90) -
Cash earnings 5,184 5,747 (9.8) 2,034 3,150 (35.4)
Non-cash earnings items 11 (392) large 405 (294) large
Net profit attributable to owners of the
Company 5,295 5,355 (1.1) 2,439 2,856 (14.6)
Divisional Performance Indicators
Year to Half Year to
Sep 14 v Sep 14 v
Sep 14 Sep 13 ™ Sep 13 Sep 14 Mar 14 Mar 14
Australian Banking (AUS$)
Cash earnings ($m) 4,947 4,942 0.1% 2,473 2,474 -
Cash earnings on average assets 0.72% 0.77% (5 bps) 0.72% 0.74% (2 bps)
Cash earnings on average risk-weighted assets 1.98% 2.03% (5 bps) 1.96% 2.00% (4 bps)
Net interest margin 1.61% 1.68% (7 bps) 1.61% 1.63% (2 bps)
Net operating income ($m) 12,917 13,097 (1.4%) 6,444 6,473 (0.4%)
Cost to income ratio 40.8% 38.8% (200 bps) 40.8% 40.7% (10 bps)
NAB Wealth (AUS)
Cash earnings ($m) 365 322 13.4% 191 174 9.8%
Investment operating expenses to average FUM (bps) 46 52 6 bps 44 49 5 bps
Insurance cost to average inforce premium (%) 14 16 200 bps 14 15 100 bps
Cost to income ratio 66.0% 69.3% 330 bps 64.0% 67.9% 390 bps
NZ Banking (NZ$)
Cash earnings (NZ$m) 807 788 2.4% 407 400 1.8%
Cash earnings on average assets 1.24% 1.27% (3 bps) 1.23% 1.26% (3 bps)
Cash earnings on average risk-weighted assets 1.77% 1.86% (9 bps) 1.76% 1.77% (1 bps)
Net interest margin 2.34% 2.36% (2 bps) 2.34% 2.34% -
Net operating income (NZ$m) 2,003 1,965 1.9% 1,009 994 1.5%
Cost to income ratio 40.2% 40.3% 10 bps 40.2% 40.2% -
UK Banking (£)
Cash earnings (£m) 158 80 97.5% 85 73 16.4%
Cash earnings on average assets 0.43% 0.21% 22 bps 0.45% 0.40% 5 bps
Cash earnings on average risk-weighted assets 0.66% 0.31% 35 bps 0.71% 0.60% 11 bps
Net interest margin 2.22% 2.12% 10 bps 2.18% 2.25% (7 bps)
Net operating income (£m) 969 986 (1.7%) 484 485 (0.2%)
Cost to income ratio 70.8% 73.1% 230 bps 71.3% 70.3% (100 bps)

™ Restated to include Payment Protection Insurance provision charges in operating expenses for cash earnings purposes, and for the impact of adopting new accounting standards as

detailed in the Principal Accounting Policies on page 76.

@ Corporate Functions and Other includes the impacts of provisions taken for UK related payment protection insurance and interest rate hedging products.

"



Highlights

Group Performance
Andrew Thorburn

Restatement of prior period financial
information and changes in the presentation
of divisional financial information

Following the adoption of new accounting standards,
as detailed in the Principal Accounting Policies on page
76, the Group’s Income Statement and Balance Sheet
have been restated for the year ended 30 September
2013. The restated Income Statement and Balance
Sheet are presented on pages 70 and 72 respectively.
Cash earnings for the year ended 30 September 2013
have also been restated to include Payment Protection
Insurance provision charges to make the 2014 results
more comparable.

Following the Group’s organisational realignment of the
Australian business announced in 2013, the presentation
of the Group’s divisional financial information has been
amended. Information about these changes is outlined
on page 11.

Net Profit Attributable to Owners of the
Company

Net profit attributable to owners of the Company (statutory
net profit) for the September 2014 full year decreased

by $60 million or 1.1% against the September 2013 full
year, and $417 million or 14.6% against the March 2014
half year. The September 2014 result was materially
impacted by $1,504 million taken in provisions relating to
legacy UK conduct related matters and write-downs to the
carrying value of software assets and several other tax
related items. Details of these specified items and those
which impacted the September 2013 year are set out on
page 20, Review of Group Operations and Results. Net
profit attributable to owners of the Company is prepared
in accordance with the Corporations Act 2001 (Cth), and
Australian Accounting Standards.

Shareholder Returns

The Group’s statutory return on equity decreased by 90
basis points to 12.1% compared to the September 2013
year. The Group’s cash return on equity is 230 basis
points down from the September 2013 year at 11.8%, and
is down 550 basis points compared to the March 2014
half year at 9.1%. This is primarily due to provisions
taken relating to legacy UK conduct related matters and
write-downs to the carrying value of software assets and
several other tax related items.

The final dividend for September 2014 is 99 cents per
share, consistent with the interim dividend for the March
2014 half year. This represents a 2.1% increase on

the September 2013 final dividend. This represents a
dividend payout ratio of 90.1% for the September 2014
full year on a cash earnings basis.

The dividend payment is 100% franked and will be paid
on 16 December 2014. Shares will be quoted ex-dividend
on 7 November 2014.

Earnings Per Share

Basic statutory earnings per share decreased by 3.8
cents or 1.7% on the September 2013 year. Diluted
earnings per share decreased by 5.7 cents or 2.5%. This
reflects the Group’s decrease in statutory profit.

12

Basic statutory earnings per share decreased by 18.6
cents or 15.4% on the March 2014 half year. Diluted
earnings per share decreased by 18.2 cents or 15.4%.

Basic cash earnings per share decreased by 25.2 cents
or 10.3% on the September 2013 year. Diluted cash
earnings per share decreased by 26.7 cents or 11.0%.
This reflects the Group’s decrease in cash earnings, as
well as an increase in the number of shares on issue.

Basic cash earnings per share decreased by 47.7 cents
or 35.7% on the March 2014 half year. Diluted cash
earnings per share decreased by 46.2 cents or 35.2%.



Strategic Highlights

2014 was a challenging year for the Group. The
additional provisioning for UK conduct related matters,
combined with capitalised software and Deferred

Tax Asset provisions was disappointing. However,
these issues are being dealt with transparently and
appropriately, and the underlying performance of the
Group remains strong.

The Group continued to better align the business to the
changing economic landscape and customers’ evolving
needs. It continues to focus on enhancing the core
Australian and New Zealand franchise.

At the same time the Group continues to manage its
international portfolio for value.

In Australia, the Group has now fully implemented an
integrated and simplified operating model that aligns the
organisation to the external environment and evolving
customer needs. The model features:

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

- Asingle product house to effectively coordinate and
manage all product offerings and drive innovation

- Acentralised operations, shared services and
transformation division to drive greater scale
and efficiency, and delivery of business-wide
transformation

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

Highlights of the Group’s progress towards meeting its
2014 strategic priorities are outlined below.

Focus on the core Australian and New Zealand
franchise

The Group focused on enhancing the Australian and

New Zealand franchise by strengthening its relationship
with customers in a number of ways during the year. For
example, NAB Connect was upgraded with enhanced
functionality to provide better direct relationships with
customers. In Business Banking, centralised metro and
regional fulfilment centres have been created to support
improved customer relationships. While BNZ continues to
focus on its mission of ‘Being the Bank for New Zealand’
by helping New Zealanders be good with money.

The Group introduced 98 wealth advisors across the
Australian Banking network, providing professional advice
and meeting the needs of banking customers.

The Group also continues to focus on improving cost and
efficiency — optimising the core business and providing
customers with a better experience. Examples of
simplifying and digitalising the business include:

- Rebranding broker originated mortgages from
Homeside to NAB to leverage the strength of the
Group’s main brand and reduce complexity

- Upgrading the Australian Banking payments
infrastructure to enable Intraday Settlement

- Consolidating a number of product information
databases into one, enabling staff to serve customers
more quickly; and in turn drastically reducing both the
number of branch support calls to customer contact
centres and the average length of calls

Highlights

- Rolling out of another two NAB ‘Smart Stores’-
interactive and intelligent branch formats in which
customers can either use the self-service channels on
site, or be supported with help, guidance and advice
from a NAB staff member.

On the digital front, the Group continues to drive
resilience and capacity upgrades across its digital
channels to support the rapid uptake of digital services
by NAB customers. Mobile internet banking logins have
increased by more than one third since 2013.

Manage International Portfolio

In common with the wider UK retail banking sector,
Clydesdale Bank continues to deal with historical redress
issues in relation to Payment Protection Insurance and
Interest Rate Hedging products, which negatively affected
the results of the Group during the year (see specified
items on page 20). Excluding these impacts, the returns
in UK Banking improved in line with the economic growth
in that region. The NAB UK CRE portfolio is being wound
down in an orderly manner, with a $3.2 billion reduction in
2014 that was a function of run-off and the sale of part of
the portfolio.

Similarly, the run-down of the Specialised Group Assets
(SGA) portfolio continued in 2014, with total assets
contracting from $17.4 billion as at September 2009 to
$3.3 billion as at September 2014.

On 15 October 2014, the Group sold a minority stake
(31.8%) in its US-based business Great Western Bank
(GWB) through an initial public offering of shares in the
US. The Group plans to sell 100% of the GWB business
over time, subject to market conditions.

Invest in people, culture and reputation

Key initiatives and highlights in 2014 included:

- To date, NAB has assisted more than 335,000 people
with microfinance products through its partnership
with Good Shepherd Microfinance, and has set an
ambitious goal to reach one million people by 2018

- NAB continues to make progress towards its
Group gender diversity targets, with women now
representing 32% of Group subsidiary board members

- NAB has committed to contributing one million
employee volunteer hours by 2018. Since 2002, over
922,000 volunteer hours have been contributed by
NAB employees to the community.

Maintain focus on risk and compliance

In 2014 the Group continued to embed risk awareness,
accountability, management and compliance into all of its
daily business activities. Key highlights in 2014 included:

- Launching Risk Ready, a refreshed mandatory risk
management training program for new employees

- Commencing the development of a customised
‘RiskSmart’ system to assist with management of
operational risk and compliance. The new system is
expected to be deployed across the Group in 2015.

Build balance sheet strength

The Group maintains a strong capital, funding and
liquidity position, in line with its ongoing commitment to
build balance sheet strength.
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Highlights

The Group’s Common Equity Tier 1 (CET1) capital ratio
was 8.63% at 30 September 2014.

During the year, the Group has accessed a diverse range
of wholesale funding across senior and secured debt
markets as well as the domestic retail hybrid market.

The Group is well placed to meet Basel Il funding and
liquidity reforms to be implemented on 1 January 2015.

The Group remains vigilant in its evaluation of the
economic and regulatory environment, and continues to
ensure the balance sheet remains strong to enable it to
respond to changing market and regulatory conditions.

14
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Review of Operating Environment, Group Operations and Results

Review of Group Operating Environment

Global Business Environment

The performance of the global economy has been
disappointing with 2014 likely to be another year of output
expansion that is below trend and large variations between
economies and regions. The pace of global economic
growth picked up from 2.5% in early 2013 to 3.5% by the
end of the calendar year, as a long-awaited upturn spread
through the major advanced economies and there were
hopes that global expansion could be consolidated at
between 3.5% and 4%.

Weather-related setbacks to the US economy in early 2014
and June quarter weakness in Japan and the Euro-zone
resulted in a loss of momentum in the major advanced
economies, cutting their growth from 2.25% in late 2013 to
1.75% in mid-2014. This advanced economy slowdown
was a major factor taking global growth back under 3% by
mid-2014. Western Europe and Japan have been the main
areas of weakness among the advanced economies, with
mid-2014 output in the Euro-zone and Japan remaining
below its early 2008 level, while UK GDP has risen only
marginally above its pre-recession peak. The recovery from
recession has been strongest in North America as output in
the US and Canada has risen to well above its early 2008
level.

While advanced economies still account for around half

of global output, the emerging market economies have
been the main drivers of global growth in recent years,
contributing over two-thirds of the increase in global

output. The pace of emerging market economy growth has
also slowed, from 6% in mid-2013 to 5.25% in mid-2014,
reflecting the downward trend in Chinese output expansion
along with weak results from other East Asian economies,
India and Latin America.

Global growth looks likely to remain around 3% this year,
before rising to a near trend 3.5% in the following two years.
The below-trend growth experienced between 2012 and
2014 has had important consequences for key elements of
the business environment in Group markets. By limiting the
rate at which commodity demand expands, the below trend
growth has resulted in lower global commaodity prices. By
contributing to the maintenance of higher unemployment
and more idle capacity, it has eroded the pricing power of
both firms and employees. This has ensured that inflation
remains low and kept global interest rates low by historical
standards.

Australian Economy

Although Australian economic growth is running at around
trend, there are disparate conditions between regions and
industries. The commodity boom that underpinned a large
share of output expansion in recent years is moving from its
labour-intensive investment phase to a period where export
volumes come on stream from this increased mineral and
energy producing capacity.

As a result, increased volumes of resource exports account
for a large proportion of the 3% to 3.25% growth in GDP
expected between 2014 and 2016. One consequence of
the growth concentration on mining is that the rest of the
economy is growing well below its long-term rate. Domestic
demand is predicted to rise by 1.5% this year, slowing
further to 1.25% in 2015 and 1% in 2016. Consequently
large parts of the Australian economy will continue to face a
low growth environment.
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As mining investment scales back, resulting in large
scale job losses and the prospect of a severe slowdown
in aggregate business capital spending, the authorities’
strategy is to stimulate investment elsewhere by keeping
interest rates low by historical standards. So far, the
investment response by non-mining business has been
lacklustre. Investment spending volumes have risen slightly
but a combination of the outlook for sluggish demand
growth, along with idle capacity and an absence of profit
growth in recent years, has made non-mining businesses
take a cautious approach to investing and hiring.

Surveys show the prevailing mood in the household sector
is also one of caution, with concern over job security, living
costs and prospective retirement incomes weighing on
sentiment. This has led to higher savings rates than seen
before the global financial crisis, much slower growth in
household credit and a focus on consumer essentials at the
expense of discretionary items in household spending. The
gloom should not be overdone, however, as higher house
and equity prices have allowed the household sector to
rebuild its balance sheet strength, low interest rates assist
in debt servicing and although the jobless rate is rising, it

is only rising gradually and should peak at around 6.5%,
below the 7.3% advanced economy average.

The central bank’s low policy interest rates do appear to
be delivering their intended stimulus to crucial interest-
sensitive parts of the economy. Although the main policy
aim is to boost dwelling construction rather than house
prices, the latter have risen by over 15% since mid-2012,
boosting wealth. Dwelling approvals have also picked

up considerably over the same period and the volume of
construction activity started rising in early 2014. Retail
sales of discretionary durable goods linked to housing also
strengthened markedly in early 2014, but the pace of growth
has softened since the middle of the year.

Australian commodity export prices have fallen by over
one-third in world currency terms from their mid-2011

peak, which is expected to put downward pressure on the
Australian dollar. Low interest rates are boosting demand
and Australian dollar depreciation will increasingly provide a
stimulus to traded goods industries such as tourism, which
should help offset some of the income losses stemming
from weaker commaodity prices.

International competitiveness in recent years has been poor
by historical standards, putting pressure on sectors like
manufacturing and resulting in a series of factory closures.
The depreciation of the A$ has delivered an improvement
of around 10% in Australian industry competitiveness

since early 2013, but competitiveness is still around 20%
worse than its 45 year trend level. The US$ has been
appreciating, reflecting the solid growth outlook of the

US economy and an anticipated rise in its interest rates.
Currency experts are expecting this trend to continue and to
drive market sentiment away from currently higher yielding
currencies like the Australian and New Zealand dollars.

New Zealand Economy

Economic growth in New Zealand is expected to reach a
solid 3.8% this year, well above estimates of its long-run
potential. This signifies that the margin of spare capacity

in the economy is eroding rapidly. Although a combination
of sharply falling export prices in the key dairy industry and
the impact of policy tightening on the housing market is
now clearly slowing the pace of expansion, recent business
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and consumer surveys readings are still consistent with an
above-trend pace of expansion and growth which should
still reach 3.4% next year.

Although unemployment and spare capacity are falling,
there is remarkably little inflation of either wages or prices,
allowing the New Zealand central bank to take a gradual
and measured approach in lifting its policy interest rate back
to a more normal “neutral” level. The previously high local
currency served to lower inflation along with the continuing
positive impact of high investment and population growth
on the economy’s supply capacity. However, following New
Zealand central bank announcements that it was over-
valued, the New Zealand dollar has weakened against a
background of falling commaodity prices.

The slide in dairy prices looks likely to take back a large
part of the $5 billion extra income that exceptionally high
dairy prices previously injected into the economy. However
prices for other important export commaodities are faring
better and the forecast rise in meat farm incomes should
offset some of the predicted decline in dairy farm returns.
Even though commodity prices are trending down, by
historical standards New Zealand’s terms of trade should
remain high through the next few years.

After a long period of stagnation in the wake of the 2008
global financial crisis, domestic demand has been growing
quite strongly through the last few years and national
spending should grow by over 4% this calendar year,
reflecting broad-based momentum across large parts of
the economy. Retail spending has been growing at an
annualised rate of almost 4% through the first half of 2014,
household demand for unsecured credit has been rising
and business investment has been growing rapidly. A
combination of rebuilding of earthquake damaged buildings
in Christchurch and an immigration-related upturn in the
housing market in Auckland has underpinned strong
housing investment.

Higher policy interest rates and restrictions on high loan
to value mortgage lending are, however, already having
an effect on the housing market. The rate of house price
inflation has slowed, the volume of sales has dropped
considerably, properties are no longer selling as quickly,
the trend value and volume of housing loan approvals is
declining and the growth in household credit has slowed.

After a long period of de-leveraging between 2008 and
2011, New Zealand businesses started borrowing again as
the economy picked up. This growth in business credit has,
however, remained modest in comparison with pre-2008
experience. Even though business has been investing,
capacity pressures are re-appearing and the business
surveys show favourable readings on profits, business
credit growth has struggled to get above 4% in the last few
years. Thus, even in the Group’s strongest market, the
appetite for new borrowing in the business sector is far from
strong and is not expected to improve much next year.

United Kingdom Economy

In the first half of 2013, the UK economy commenced

a sustained and long awaited recovery from the severe
2008/9 recession and this upturn has gathered momentum
through the subsequent period of almost two years, with the
annualised pace of growth reaching 3.2% in the first three-
quarters of 2014. In the September quarter of 2014, output
was less than 3.5% above its early 2008 level, marking a six
year period of minimal economic growth and the worst UK
output performance for at least 90 years. The UK economic

upturn looks set to continue with growth of around 3% in
calendar 2014 and 2.5% in 2015.

The nature of this economic upturn has not followed the
pattern initially expected by the government. The Euro-
zone crisis has led to prolonged weakness in the UK’s major
export markets and a sluggish UK export performance.

This impeded the anticipated rebalancing of UK growth from
its previous reliance on consumer spending and housing
toward a greater role for exports and business investment.
While exports have remained soft, business investment was
growing by around 11% in mid-2014, as the mood of risk
aversion, caution and retrenchment that had been prevalent
in business since 2008 began to improve. Business
borrowing has, however, remained modest, with continued
declines in the stock of lending to SMEs and only the first
signs of resumption in corporate borrowing appearing in
mid-2014.

Consumer spending and house price inflation, which had
been expected to take a back seat in the UK’s recovery
from recession, have played a central role in driving
growth. Consumer spending has been increasing, despite
the fact that nominal wage growth has been modest, real
wages have trended down and household incomes have
fallen. Rising employment, a recovery in household wealth
stemming from higher house and equity prices, and a
lower household saving ratio have underpinned the rise

in household spending. The volume of retail spending
has risen by around 4% through the first half of 2014.
Commercial property and house prices are both rising but
the upturn in the housing market is not as strong as it was
earlier in the year.

There are generally differences between UK regions in
terms of their growth through the economic cycle, this
recovery appears to be firmly established across the
Group’s key markets in Northern England and Scotland.
Employment levels are growing and house prices rising
in Yorkshire, and local business surveys show firms are
optimistic about recent trends. In Scotland, first half 2014
GDP figures showed 1% quarterly growth, exceeding the
UK average, while employment has also been growing
and recent housing market surveys show Scotland has
some of the best readings of house price growth and sales
expectations. Other indicators of the Scottish economy
show rising local demand, with 3% annual growth in retail
sales volumes in mid-2014 and first quarter 2014 annual
growth of 2.4% in manufactured export volumes.

With the economic upturn looking securely established
and interest rates still at historically low levels, the Bank of
England is considering when to start lifting its policy interest
rates to more normal levels, how aggressive a tightening
profile to set for monetary policy and where rates might
end up, once the process of interest rate normalisation is
completed. The UK central bank’s current thinking is that
low wage and price inflation mean there is no need to lift
rates urgently or aggressively. Consequently, UK rates
should rise gradually to a level that falls short of what was
considered neutral prior to the onset of the financial crisis
and recession.
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Review of Group Operations and Results

Craig Drummond

Group Results

Year to Half Year to
Sep 14 Sep 13 ™ Sep 14 v Sep 14 Mar 14 Sep14 v
$m $m Sep 13 % $m $m Mar 14%
Net interest income 13,775 13,407 2.7 6,932 6,843 1.3
Other operating income 5,104 5,125 (0.4) 2,475 2,629 (5.9)
IoRE 34 31 9.7 19 15 26.7
Net operating income 18,913 18,563 1.9 9,426 9,487 (0.6)
Operating expenses (10,180) (8,410) (21.0) (5,724) (4,456) (28.5)
Underlying profit 8,733 10,153 (14.0) 3,702 5,031 (26.4)
Charge to provide for bad and doubtful debts (877) (1,934) 54.7 (349) (528) 33.9
Cash earnings before tax, IoRE,
distributions and non-controlling interest 7,856 8,219 (4.4) 3,353 4,503 (25.5)
Income tax expense (2,492) (2,284) 9.1) (1,229) (1,263) 2.7
Cash earnings before IoRE, distributions
and non-controlling interest 5,364 5,935 (9.6) 2,124 3,240 (34.4)
Distributions (180) (188) 4.3 (90) (90) -
Cash earnings @ 5,184 5,747 (9.8) 2,034 3,150 (35.4)
Non-cash earnings items 111 (392) large 405 (294) large
Net profit attributable to owners of the
Company 5,295 5,355 (1.1) 2,439 2,856 (14.6)

(1

@2

Restated to include Payment Protection Insurance provision charges in operating expenses for cash earnings purposes and for the impact of adopting new accounting standards as
detailed in the Principal Accounting Policies on page 76.

Cash earnings is a key financial performance measure used by the Group, the investment community and Australian peers. It is not a statutory financial measure and is not presented

in accordance with Australian Accounting Standards. For a full reconciliation between the Group’s cash earnings and net profit attributable to owners of the Company refer to pages

5-8in Section 1.

Cash Earnings

(1
@

66
17 6 21
(1)
2
(1,227)
Mar-14 Australia Banking NAB Wealth NZ Banking UK Banking NAB UK Corporate FX impact
Commercial Real Functions &
Estate Other®

At constant exchange rates.

Sep-14

Includes distributions and eliminations. The results of Corporate Functions and Other includes the impacts of provisions taken for UK related payment protection insurance and

interest rate hedging products.
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Review of Group Operations and Results
Financial Analysis

September 2014 v September 2013

Net profit attributable to owners of the Company
decreased by $60 million or 1.1% compared to the
September 2013 year. This result was materially
impacted by $1,504 million taken in additional provisions
relating to legacy UK conduct related matters and write-
downs to the carrying value of software assets and
several other tax related items. Details of these specified
items, and comparatives that impacted the September
2013 year, can be found on the following page. Excluding
foreign exchange rate movements and specified

items, net profit attributable to owners of the Company
increased by $1,481 million or 28.8% reflecting lower
charges for bad and doubtful debts, a favourable impact
from the elimination of Treasury shares, and favourable
movements in fair value and hedge ineffectiveness.
These were partially offset by lower revenue and higher
expenses. Net profit attributable to owners of the
Company (statutory net profit) is prepared in accordance
with the Corporations Act 2001 (Cth), and Australian
Accounting Standards.

Cash earnings decreased by $563 million or 9.8%
compared to the September 2013 year. Excluding foreign
exchange rate movements and specified items (detailed
on the next page), cash earnings increased by $564
million or 9.5%. This was driven by lower charges for
bad and doubtful debts partially offset by lower revenue
largely due to lower earnings on capital and non-interest
bearing deposits, the run-off of the UK CRE and SGA
portfolios, combined with higher expenses to support
transformational and regulatory projects and continued
investment in the business.

Cash earnings on risk-weighted assets decreased by
23 basis points reflecting lower earnings, combined with
higher risk-weighted assets as a result of the transition to
Basel Ill.

Net interest income increased by $368 million or
2.7%. Excluding foreign exchange rate movements, net
interest income decreased by $43 million or 0.3%. The
decrease was largely driven by a lower earnings rate on
capital and non-interest bearing deposits combined with
the run-off of the UK CRE and SGA portfolios and lower
lending margins. These decreases were partially offset
by volume growth in housing lending and higher income
associated with interest rate risk management activities
within the liquidity, funding and banking book of $144
million (offset in other operating income).

Other operating income decreased by $21 million or
0.4%. Excluding foreign exchange rate movements
other operating income decreased by $173 million or
3.4%. Excluding the offset of $144 million in net interest
income, the underlying decrease was largely attributable
to a reduction in the sales of risk management products
to the Group’s customers and lower trading performance,
following a strong performance in 2013 combined with
lower fee income. These decreases were partially offset
by higher Investments net income in NAB Wealth driven
by strong growth in FUM as a result of strong investment
markets and increased client flows.

Operating expenses increased by $1,770 million or
21.0%. Excluding foreign exchange rate movements and
specified items (detailed on the next page), operating

expenses increased by $55 million or 0.7%. The
underlying increase was mainly due to increased costs
to support transformational and regulatory projects and
continued investment in the business. This increase was
partially offset by restructuring costs in the September
2013 half year, which did not repeat.

The charge to provide for bad and doubtful debts
decreased by $1,057 million or 54.7% ($1,087 million
or 56.2% excluding foreign exchange rate movements).
This primarily reflects lower charges in Australian
Banking, UK Banking and NAB UK CRE businesses
reflecting improvements in asset quality.

September 2014 v March 2014

Net profit attributable to owners of the Company
decreased by $417 million or 14.6%, compared to the
March 2014 half year. Excluding foreign exchange rate
movements and specified items (detailed on the next
page), net profit increased by $1,087 million or 40.3%
reflecting favourable movements in fair value and hedge
ineffectiveness, coupled with lower charges for bad and
doubtful debts.

Cash earnings decreased by $1,116 million or 35.4%
compared to the March 2014 half year. Excluding foreign
exchange rate movements and specified items (detailed
on the next page), cash earnings increased by $66 million
or 2.0%. This was largely driven by lower charges for
bad and doubtful debts, particularly in UK Banking and
UK CRE, partially offset by lower revenue due to lower
trading income.

Cash earnings on risk-weighted assets decreased by
62 basis points reflecting lower cash earnings and higher
risk-weighted assets.

Net interest income increased by $89 million or 1.3%.
Excluding foreign exchange rate movements, net interest
income increased by $86 million or 1.3%. This increase
was mainly attributable to continued growth in housing
lending and higher income from the Group’s liquidity
portfolio of $56 million (offset in other operating income).
These were partially offset by lower lending margins.

Other operating income decreased by $154 million or
5.9%. Excluding the offset in net interest income, the
underlying decrease of $98 million was due to a reduction
in trading income, reflecting subdued market conditions.

Operating expenses increased by $1,268 million or
28.5%. Excluding foreign exchange rate movements and
specified items (detailed on the next page), operating
expenses increased by $6 million or 0.2%.

The charge to provide for bad and doubtful debts
decreased by $179 million or 33.9% ($178 million or
33.7% excluding foreign exchange rate movements).
This primarily reflects lower charges in UK Banking and
UK CRE combined with the partial release of the Group
economic cycle adjustment, reflecting improvements in
asset quality.

Impact of Foreign Exchange Rate Movements

Excluding foreign exchange rate movements, cash
earnings decreased by $572 million or 10.0% on the
September 2013 full year and decreased by $1,118
million or 35.5% on the March 2014 half year. Foreign
exchange movements have a minor favourable effect on
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both the September 2014 full year result ($9 million) and
the September 2014 half year result ($2 million).

Pages 116 and 117 contain the September 2014 full year
and September 2014 half year divisional performance
summaries excluding foreign exchange rate movements.

Specified Items in September 2014 & September

2013
Year to Half year to
Sep 14 Sep 13 Sep 14 Mar 14
$m $m $m $m
UK Conduct - IRHP (654) (56) (449) (205)
UK Conduct - PPI (756) (204) (756) -
Capitalised Software (297) - (297) -
R&D tax impact on opex 40 - 40 -
Operating expenses
impact (1,667) (260) (1,462) (205)
Tax on Specified Items 363 54 318 45
NY DTA (132) - (132) -
R&D Tax credits (68) - (68) -
Income tax expense
impact 163 54 118 45
Cash earnings
impact (1,504) (206) (1,344) (160)

During the year ended 30 September 2014, several
specified items had an impact on NAB’s cash earnings, all
of which have been reported in the Corporate Functions
and Other division:

- UK Conduct charges IRHP — Additional provisions
of $654 million (£365 million) in relation to customer
redress for interest rate hedging products (IRHP) sold
in the UK

- UK Conduct charges PPl — Additional provisions of
$756 million (£420 million) in relation to customer
redress for Payment Protection Insurance (PPI) sold
in the UK

- Capitalised Software — Following an annual
impairment assessment of capitalised software, an
impairment charge of $297 million was taken against
individually significant assets, predominantly in NAB
Wealth and Australian Banking businesses and other
smaller assets in the UK and NZ region. Included
within the impairment charge is $106 million for
certain assets relating to NextGen, other than the core
banking platform assets where no impairment was
required

- R&D Tax — As a result of a change in accounting
policy for tax offsets, the Group is now recognising
research and development (R&D) tax offsets as a
reduction to the related software expense or carrying
value of software assets. The impact of the changes
is a $68 million increase in tax expense, a $40
million decrease in operating expenses, a $40 million
reduction in the software assets and a $12 million
decrease to the Deferred Tax Liability

- NY DTA - Following an assessment of regulatory
changes and business model changes in the USA and
their impact on projections of future taxable income,
and in turn the recoverability of the deferred tax
assets (DTA) held in the New York (NY) branch, a DTA
provision of $132 million (US$120 million) has been
taken. The tax losses related to the DTA still remain
available to the Group for up to 20 years.
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Net Interest Income

Year to Half Year to
Sep 14 Sep 13 Sep14v Sep 14 Mar 14 Sep 14 v
Sep 13 % Mar 14 %
Net interest income ($m) 13,775 13,407 2.7% 6,932 6,843 1.3%
Average interest earning assets ($bn) 711.6 661.6 7.6% 716.0 707.2 1.2%
Net interest margin (%) 1.94 2.03 (9 bps) 1.93 1.94 (1 bps)

(1

September 2013 has been restated for the impact of adopting new accounting standards as detailed in the Principal Accounting Policies on page 76.

Net interest income and margin management are key areas of focus for the divisions. Group net interest margins represent
an amalgam of the individual business outcomes and the analysis below is based on divisional drivers.

Net Interest Income - Contribution to Net Increase "

$m

106

(1) (7) 3
(28)
6,843
Mar-14 Australian Banking Nz UK NAB UK Corporate FX impact Sep-14
Banking Banking Commercial Functions
Real Estate & Other”

Y
@2

September 2014 v September 2013

Net interest income increased by $368 million or 2.7%.
Excluding foreign exchange rate movements, net interest
income decreased by $43 million or 0.3% mainly due to
the following movements:

At constant exchange rates.

Corporate Functions and Other includes Group Funding, Other Corporate Functions activities and the results of Specialised Group Assets (SGA) and Great Western Bank (GWB).

$128 million increase in Australian Banking, with -
$144 million of the increase relating to higher

income associated with activities supporting Group

liquidity, funding and banking book interest rate risk
management. Excluding this, net interest income

decreased reflecting lower lending margins due to

competitive lending market pressures and a lower

earnings rate on non-interest bearing deposits and

capital. These decreases were largely offset by

housing lending growth combined with lower funding

and deposit costs -
$37 million increase in NZ Banking driven by business

lending and housing lending growth, partially offset by

margin compression due to customers switching from

variable rate to lower margin fixed rate lending

$13 million increase in UK Banking driven by higher

housing lending income and lower deposit costs,

partially offset by lower business lending income as

a result of portfolio attrition and also a lower earnings -
rate on non-interest bearing deposits and capital

$29 million decrease in NAB UK CRE due to the

continued run-off of the portfolio

$192 million decrease in Corporate Functions and

Other driven by lower earnings on capital reflecting

the declining interest rate environment combined with

lower income from the continued run-off of the SGA

portfolio and lower net interest income from Group

Funding activities.

September 2014 v March 2014

Net interest income increased by $89 million or 1.3%.
Excluding foreign exchange rate movements, net interest
income increased by $86 million or 1.3% mainly due to
the following movements:

$106 million increase in Australian Banking, with
$56 million of the increase being offset by adverse
movements on economic hedges relating to interest
rate risk management activities within the Group’s
liquidity portfolio included in other operating income.
Excluding this, the increase in net interest income
was driven by continued growth in housing lending
and lower deposit costs. These increases were
partially offset by a decrease in lending margins due
to competitive lending market pressures

$16 million increase in NZ Banking driven by growth
in business lending and housing lending volumes,
combined with lower funding and deposit costs.
These increases were partially offset by a decrease
in lending margins due to customers switching from
variable rate to lower margin fixed rate lending and
also margin compression from competitive market
pressures

$28 million decrease in Corporate Functions and
Other driven by lower earnings on capital reflecting
the declining interest rate environment, combined with
lower income from the continued run-off of the SGA
portfolio.
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Net Interest Margin

Year to Half Year to
Sep 14 Sep 13 Sep 14 v Sep 14 Mar 14 Sep 14 v
% % Sep 13 % % Mar 14
Group net interest margin 1.94 2.03 (9 bps) 1.93 1.94 (1 bps)
Australian Banking (" 1.61 1.68 (7 bps) 1.61 1.63 (2 bps)
NZ Banking 2.34 2.36 (2 bps) 2.34 2.34 -
UK Banking 2.22 212 10 bps 2.18 2.25 (7 bps)
@ The Australian Banking division is described on page 46.
Net Interest Margin
%
0.01% 0.01%
0.04%
(0.01%)
1.94%
1.93%
1.92%
(0.06%)
Mar-14 Lending Margins  Deposits Funding & Liability Mix Lending Mix  Liquid Assets & Earnings on Sep 14 excl Markets & Sep-14
Liquidity Costs Marketable Capital Markets and  Treasury (ex
Securities Treasury Liquids and
Impacts Securities)

September 2014 v September 2013

The Group’s net interest margin has decreased by nine
basis points compared to the September 2013 year. Key
movements in the Group net interest margin were:

22

A twelve basis point decrease in lending margin, due
to competitive market pressures impacting business
lending margins in Australian Banking, coupled with
margin compression in housing lending in Australian
Banking and NZ Banking

A four basis point increase relating to deposits and

a one basis point increase due to lower funding and
liquidity costs, due to lower deposit and term funding
costs, partially offset by a lower earnings rate on non-
interest bearing deposits

A three basis point increase from liability mix as a
result of growth in customer deposits as the Group
continues to focus on improving balance sheet
strength

A three basis point decrease due to a lower earnings
rate on capital reflecting the low interest rate
environment

A three basis point decrease from holding higher
levels of liquid assets and marketable debt securities,
as part of the Group’s transition to Basel Ill and in
the normal course of business to support customer
activity

A one basis point increase in Markets and Treasury
mainly from favourable outcomes in interest rate

risk management activities, offset in other operating
income.

September 2014 v March 2014

The Group’s net interest margin has decreased by one
basis point compared to the March 2014 half year. Key
movements in the Group net interest margin were:

A six basis point decrease in lending margin, due to
competitive market pressures impacting business
lending margins in Australian Banking, coupled with
margin compression in housing lending in Australian
Banking and NZ Banking

A one basis point decrease due to a lower earnings
rate on capital reflecting the sustained low interest
rate environment

A four basis point increase relating to deposits as a
result of lower term deposit and at call deposit costs,
partially offset by a lower earnings rate on non-interest
bearing deposits

A one basis point increase from liability mix as a
result of growth in customer deposits as the Group
continues to focus on improving balance sheet
strength

A one basis point increase in Markets and Treasury
mainly from favourable outcomes in interest rate
risk management activities, offset in other operating
income.
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Other Operating Income

Year to Half Year to
Sep 14 Sep 13 Sep14v Sep 14 Mar 14 Sep 14 v
$m $m Sep 13 % $m $m Mar 14 %
Fees and commissions 2,505 2,495 0.4 1,258 1,247 0.9
Trading income 892 1,094 (18.5) 326 566 (42.4)
Other 1,707 1,536 11.1 891 816 9.2
Other operating income 5,104 5,125 (0.4) 2,475 2,629 (5.9)
Other Operating Income - Contribution to Net Decrease "
$m
25 .
(134) (10 (2 1) (32)
Mar-14 Australian Banking NAB Nz UK NAB UK Corporate FX impact Sep-14
Wealth Banking Banking Commercial Functions
Real Estate & Other *

1)

*

At constant exchange rates.
Includes eliminations.

September 2014 v September 2013

Other operating income decreased by $21 million or
0.4% from September 2013. Excluding the impact of
foreign exchange, other operating income decreased by
$173 million or 3.4%.

Fees and commissions increased by $10 million or
0.4% (decreased by $90 million or 3.6% excluding foreign
exchange). The underlying decrease was due to lower fee
income on lending products, combined with a reduction

in account fees to improve customer outcomes and
competitive positioning, particularly in the UK.

Trading income decreased by $202 million or 18.5%
($233 million or 21.3% excluding the foreign exchange).
Excluding the offset in net interest income of $144 million,
the underlying decrease of $89 million was mainly due to
a reduction in the sales of risk management products to
the Group’s customers and lower trading income following
a stronger performance in 2013.

Other income increased by $171 million or 11.1%.
Excluding the impact of foreign exchange, other income
increased by $150 million or 9.8%. The increase was
mainly due to strong growth in FUM as a result of the
strong performance in investment markets and positive
net fund flows, combined with a gain on the sale of loans
in the UK CRE portfolio and available for sale investments
in Corporate Functions and Other.

September 2014 v March 2014

Other operating income decreased by $154 million or
5.9% from March 2014. Excluding the impact of foreign
exchange, other operating income decreased by $154
million or 5.9%.

Fees and commissions increased by $11 million or 0.9%
($10 million or 0.8% excluding foreign exchange). The
underlying increase was due to a rise in transaction and
unsecured lending fees driven by increased sales.

Trading income decreased by $240 million or 42.4%
(%240 million or 42.4% excluding foreign exchange).
Excluding the offset in net interest income of $56 million,
the underlying decrease of $184 million was driven

by a reduction in trading income as a result of lower
levels of market volatility, the impact of credit valuation
adjustments for derivatives, combined with a methodology
change to the valuation of derviatives and lower gains
relating to Group Funding activities compared to the
March 2014 half.

Other income increased by $75 million or 9.2%.
Excluding the impact of foreign exchange, other income
increased by $76 million or 9.3% mainly due to a gain

on the sale of loans within the UK CRE portfolio and
available for sale investments in Corporate Functions and
Other.
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Operating Expenses

Half Year to
Sep 14 Sep 13 ™ Sep14v Sep 14 Mar 14 Sep14v
$m $m Sep 13 % $m $m Mar 14 %
Personnel expenses 4,799 4,755 (0.9) 2,386 2,413 1.1
Occupancy related expenses 828 784 (5.6) 413 415 0.5
General expenses 4,553 (58.6) 2,925 1,628 (79.7)
Total operating expenses 10,180 8,410 (21.0) 5,724 4,456 (28.5)

@ Restated to include Payment Protection Insurance provision charges in operating expenses for cash earnings purposes and for the impact of adopting new accounting standards as

detailed in the Principal Accounting Policies on page 76.

Operating Expenses - Contribution to Net Increase "
$m

1,287 6
7
™) (32) @)
Mar-14 Australian NAB Nz NAB UK Corporate FX impact Sep-14
Banking Wealth Banking Commercial Functions
Real Estate & Other *

At constant exchange rates.

Corporate Functions and Other includes Group Funding, Group Business Services, Specialised Group Assets, Great Western Bank and other supporting units.

September 2014 v September 2013

Operating expenses increased by $1,770 million or
21.0% against September 2013. Excluding specified
items (detailed on page 20) and the impact of foreign
exchange ($496 million), operating expenses increased
by $55 million or 0.7% mainly due to increased costs
supporting transformational and regulatory projects and
continued investment in the business. This increase was
partially offset by restructuring costs in the September
2013 year not repeating this year.

Personnel expenses increased by $44 million or 0.9%.
Excluding the impact of specified items (detailed on
page 20) and foreign exchange ($146 million), personnel
expenses decreased by $76 million or 1.6% due to
restructuring costs included in the September 2013 year
not repeating this year and organisational realignment
savings. This was partially offset by continued investment
in the business, to support increased customer activity
and to drive volume growth, combined with Enterprise
Bargaining Agreement wage increases and increased
regulatory spend.

Occupancy related expenses increased by $44 million
or 5.6% ($12 million or 1.5% excluding foreign exchange)
reflecting higher operating lease expenses, additional
offices in Asia, together with the opening of a new data
centre in Australia.

General expenses increased by $1,682 million or 58.6%.
Excluding specified items (detailed on page 20) and

the impact of foreign exchange ($318 million), general
expenses increased by $119 million or 4.6%, reflecting
higher operational costs supporting transformational and
regulatory projects, together with higher marketing costs
due to new brand campaigns during the year.
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September 2014 v March 2014

Operating expenses increased by $1,268 million or
28.5% against March 2014. Excluding specified items
(detailed on page 20) and the impact of foreign exchange
($6 million), operating expenses increased by $6 million
or 0.2%.

Personnel expenses decreased by $27 million or 1.1%.
Excluding the impact of specified items (detailed on

page 20) and foreign exchange ($3 million), personnel
expenses decreased by $4 million or 0.2% due to a
reduction in employee incentive costs and organisational
realignment savings, partially offset by investment in the
Australian business across customer facing and servicing
roles to support increased customer activity and drive
volume growth.

Occupancy related expenses decreased by $2 million or
0.5%. Excluding foreign exchange, occupancy expenses
were flat.

General expenses increased by $1,297 million or 79.7%.
Excluding specified items (detailed on page 20) and the
impact of foreign exchange ($4 million), general expenses
increased by $11 million or 0.9% reflecting higher
marketing costs in the half.
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Full Time Equivalent Employees

As at

Sep 14 v Sep14v

30 Sep 14 31 Mar 14 30 Sep 13 Sep 13 % Mar 14 %

Australian Banking 24,391 24,390 23,793 (2.5) -
NAB Wealth 4,840 4,836 4,960 24 (0.1)
NZ Banking 4,718 4,719 4,671 (1.0) -
UK Banking 7,278 7,103 7,013 (3.8) (2.5)
NAB UK Commercial Real Estate 183 201 220 16.8 9.0
Corporate Functions and Other @ 1,443 1,470 1,507 4.2 1.8
Total full time equivalent employees (FTEs) 42,853 42,719 42,164 (1.6) (0.3)
Average half year FTEs 42,987 42,234 42,543 (1.0) (1.8)

@ The Australian Banking division is described on page 46.

@ Corporate Functions and Other includes Specialised Group Assets and Great Western Bank. Other support function FTEs are fully attributed to the relevant business.

September 2014 v September 2013
Total FTEs have increased by 689 since September 2013.

Key FTE movements in each business were as follows:

- Australian Banking increased FTEs within customer
facing and servicing roles, in response to increased
customer activity and to drive volume growth. These
increases were partially offset by efficiency savings
from strategic initiatives and implementation of the
organisational realignment

- NAB Wealth reduced FTEs due to efficiency savings
from strategic initiatives and implementation of
the organisational realignment, partially offset by
additional project related FTE to support regulatory
projects

- NZ Banking increased FTEs to support growth
in key segments such as Agribusiness, and the
transformational agenda

- UK Banking increased FTEs due to additional conduct
related roles and project related FTE to support
the regulatory and transformational agenda. These
increases were partially offset by efficiency savings as
part of the restructure of the business

- NAB UK Commercial Real Estate reduced FTEs in
line with the wind down of the operation

- Corporate Functions and Other reduced FTEs due to
lower operational requirements.

September 2014 v March 2014
Total FTEs have increased by 134 since March 2014.

Key FTE movements in each business were as follows:

- Australian Banking FTEs were flat with additional
FTEs largely within customer facing and servicing
roles, in response to increased customer activity and
to drive volume growth. These increases were offset
by efficiency savings from strategic initiatives and
implementation of the organisational realignment

- NAB Wealth FTEs were relatively flat with additional
project related FTEs to support regulatory projects,
offset by efficiency savings from strategic initiatives
and a decrease in temporary staff due to seasonality

- NZ Banking FTEs were flat

- UK Banking increased FTEs for additional resources
in conduct related roles

- NAB UK Commercial Real Estate reduced FTEs in
line with the wind down of the operation

- Corporate Functions and Other reduced FTEs due to
lower operational requirements.
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Investment Spend

Year to Half Year to

Sep 14 Sep 13 Sep14v Sep 14 Mar 14 Sep 14 v

$m $m Sep 13 % $m $m Mar 14 %

Infrastructure 798 688 16.0 41 387 6.2
Compliance / Operational Risk 297 240 23.8 149 148 0.7
Efficiency and Sustainable Revenue 195 195 - 114 81 40.7
Other 54 42 28.6 26 28 (7.1)
Total Investment Spend 1,344 1,165 15.4 700 644 8.7

Investment spend is expenditure on projects and
initiatives designed to enhance the customer experience,
comply with legal and regulatory requirements, and
improve capabilities and efficiencies in the Group’s
business processes. Investment spend for the
September 2014 full year was $1,344 million, an increase
of $179 million or 15.4% against September 2013, and
an increase of $56 million or 8.7% on the March 2014
half year. This reflects ongoing investment in initiatives
to deliver the Group’s strategic objectives and meet the
Group’s compliance obligations.

September 2014 v September 2013

Investment in infrastructure projects increased by $110
million or 16% against September 2013 largely due to
continued investments in transformational programs
including NextGen in Australia and New Zealand.

Spend on compliance and operational risk projects
increased by $57 million or 23.8% against September
2013, driven by continued regulatory reform including:
Comprehensive Credit Reporting, G20 and Dodd Frank,
Foreign Account Taxation Compliance, Stronger Super
Reform and preparing for accounting standard changes.

Investment in efficiency and sustainable revenue projects
was flat against September 2013, reflecting a realignment
of investment spend to key infrastructure and compliance
projects. The key investments during the year focused on
improving the customer’s banking experience and mobile
capability.

Year on year the spend in Australian Banking and Wealth
went up $98 million or 10.1% to $1,072 million due

to additional spend on compliance and infrastructure
projects. The spend in NZ banking increased $40 million
or 98% to $81 million driven by spend on infrastructure,
mainly Nextgen NZ. In UK Banking investment spend
increased $41 million or 27.5% to $191 million due to
spend on infrastructure and efficiency projects.

September 2014 v March 2014

Investment in infrastructure projects increased by $24
million or 6.2% against the March 2014 half year, mainly
due to continued investment in transformational programs
including NextGen in New Zealand.

Spend on compliance and operational risk projects was
flat against the March 2014 half year, as the Group
continues to respond to regulatory reforms and prepare
for accounting standard changes.

Investment in efficiency and sustainable revenue projects
increased by $33 million or 40.7% against the March
2014 half year, with spending predominantly dedicated to
improving the customer’s banking experience and mobile
capability.

Half on half spend in Australian Banking and Wealth was
up $11 million or 2.1%, spend in NZ Banking was up $22
million or 73.6% and in UK Banking $23 million or 27.4%,
largely for the same reasons as outlined in the full year.

Taxation
Year to Half Year to
Sep 14 Sep 13 ™ Sep 14 v Sep 14 Mar 14 Sep 14 v
$m $m Sep 13 $m $m Mar 14
Income tax expense ($m) 2,492 2,284 (9.1%) 1,229 1,263 2.7%
Effective tax rate (%) 31.7 27.8 (390 bps) 36.7 28.0 (870 bps)

(1

Accounting Policies on page 76.

September 2014 v September 2013

Income tax expense for the September 2014 full year
was $208 million or 9.1% higher than September 2013
full year, despite the decrease in cash earnings during
the period. The increase was driven by significant one-off
tax related items which increased tax expense during
2014. These include the New York branch deferred

tax asset (DTA) provision, tax rate differences on UK
losses, including a resultant restatement of the deferred
tax balances for the change in the UK tax rate, and a
change in the treatment of prior period Research and
Development (R&D) tax offsets.

The effective income tax rate for the September

2014 full year of 31.7% is significantly higher than the
September 2013 full year of 27.8%. The effective tax rate
would be broadly consistent with the prior year excluding

the significant one-off items noted above.
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Restated to