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Letter of Transmittal

Senator the Hon Simon Birmingham Minister for Finance

Parliament House Canberra ACT 2600

Dear Minister

| am pleased to provide you with the annual report of the Commonwealth Superannuation
Corporation (CSC) for the year ended 30 June 2021.

CSC is a corporate Commonwealth entity established under section 5 of the Governance of
Australian Government Superannuation Schemes Act 2011 (the GAGSS Act) and for the period of
this report was subject to the Public Governance, Performance and Accountability Act 2013 (the
PGPA Act).

The Board of CSC is responsible for the preparation and contents of the Annual Report 2020-21.
This report was approved by the Board on 29 September 2021 and satisfies Part 3, Division 2 of the
GAGSS Act 2011, section 46 of the PGPA Act and the Public Governance, Performance and
Accountability Rule 2014.

Section 30(4) of the GAGSS Act requires you to cause a copy of this report to be laid before each
House of Parliament within 15 sitting days after receipt of this report.

Yours sincerely,

Garry Hounsell

Chair

29 September 2021
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Reader’s guide

Our activities at CSC are guided by legislative and government requirements, and by our vision,
mission statement and strategic objectives.

This annual report describes our activities for the 2020-21 financial year and satisfies the
requirements listed in Part 3, Division 2 of the GAGSS Act, section 46 of the PGPA Act and in the
Public Governance, Performance and Accountability Rule 2014.

The report is organised as described below.

Introduction
The introduction describes CSC, our superannuation schemes and our customers.

Our Performance
This section includes our Chair’s review of the year’s activities and our Annual Performance
Statements as required under the PGPA Act.

Our Board of Directors

This section introduces CSC’s Board of Directors for 2020-21. It outlines their responsibilities,
remuneration and director indemnity. It also describes how our Board delegates its authority and
how its performance is reviewed.

Our Governance

The governance section describes our Board’s governance framework and CSC’s regulatory
requirements. It explains our approach to financial and risk management, compliance, fraud
control, member outcomes and internal auditing.

Our Investments

The investments section details how investment performance affects our customers’
superannuation benefits. It also describes CSC’s investment approach, strategy, governance,
environmental and social practices, and investment options. Our investment performance to 30
June 2021 is shown.

Our Superannuation Services
This section outlines the superannuation services we provide to customers and employers, and
details how satisfied our customers and employers are with those services.

Our Superannuation Schemes
This section outlines how we managed each super scheme on behalf of our customers in 2020-21
and accounts for our actions against CSC’s governing legislation.

Financial Statements
This section contains the audited financial statements for each fund and CSC.

Reporting Requirements
This section lists CSC’s specific reporting requirements.

Index
The index is a quick way to find specific details in the report.
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Introduction
About CSC

CSC is a corporate Commonwealth entity established on 1 July 2011 in accordance with the
Governance of Australian Government Superannuation Schemes Act 2011. We manage 11
government superannuation schemes (outlined on pages 72—-101) and we provide
superannuation services to current and former Australian Government employees and members
of the Australian Defence Force (ADF).

CSC'’s primary function is to administer the schemes and to manage and invest the funds in the
best interests of all our customers in accordance with the provisions of the various legislation
and Trust Deeds that govern the schemes.

Our vision

Our vision is to build, support and protect better retirement outcomes for all our customers and
their families.

Our legislative objectives and functions
Our objectives and functions, as set out under CSC’s governing legislation, are to:

» administer the schemes and manage and invest the funds

» receive payments from employers in accordance with scheme legislation
* pay superannuation benefits to, or in respect of, customers

» provide information about scheme benefits or potential benefits

» provide advice to the Minister for Finance on proposed changes to the scheme legislation
or Trust Deeds.

Our performance outcome

We exist to provide retirement and insurance benefits for scheme members and beneficiaries,
including past, present and future employees of the Australian Government and other eligible
employers and members of the ADF, through investment and administration of their
superannuation funds and schemes.

This is CSC’s performance outcome. Having a performance outcome is a requirement under the
PGPA Act. CSC’s performance outcome is published in CSC’'s 2020-21 Corporate Plan and in the
2020-21 Portfolio Budget Statements.

Regulated superannuation schemes

Regulated superannuation schemes must comply with the Superannuation Industry (Supervision)
Act 1993 (the SIS Act) and other prescribed regulatory provisions to be entitled to concessional
tax treatment. We are the trustee of five regulated public sector and military schemes:

» Commonwealth Superannuation Scheme (CSS) established on 1 July 1976 by the
Superannuation Act 1976 (the CSS Act)
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Public Sector Superannuation Scheme (PSS) established on 1 July 1990 by the
Superannuation Act 1990 (the PSS Act)

Military Superannuation and Benefits Scheme (MilitarySuper) established on 1 October
1991 by the Military Superannuation and Benefits Act 1991 (the MilitarySuper Act)

Public Sector Superannuation accumulation plan (PSSap) established on 1 July 2005 by the
Superannuation Act 2005 (the PSSap Act); under its Trust Deed the PSSap also offers an
account-based pension product called Commonwealth Superannuation Corporation
retirement income (CSCri)

ADF Super scheme (ADF Super) established on 1 July 2016 by the Australian Defence Force
Superannuation Act 2015 (the ADF Super Act)

Exempt public sector schemes

Exempt public sector schemes are not regulated under the SIS Act. We administer six exempt
public sector and military schemes. They are the:

scheme established under the Superannuation Act 1922 (the 1922 Act)

Defence Forces Retirement Benefits Scheme (DFRB) established in 1948 by the Defence
Forces Retirement Benefits Act 1948 (the DFRB Act)

Defence Force Retirement and Death Benefits Scheme (DFRDB) established by the Defence
Force Retirement and Death Benefits Act 1973 (the DFRDB Act)

Papua New Guinea Scheme (PNG) constituted under the Superannuation (Papua New
Guinea) Ordinance 1951 and administered in accordance with section 38 of the Papua New
Guinea (Staffing Assistance) Act 1973 (the PNG Act)

Defence Force (Superannuation) (Productivity Benefit) Determination (DFSPB), issued
under the Defence Act 1903, which is a productivity benefit paid by the Department of
Defence

ADF Cover scheme (ADF Cover) established on 1 July 2016 by the Australian Defence Force
Cover Act 2015 (the ADF Cover Act)

Our customers

Our customers generally fall into three categories:

Those eligible to make superannuation contributions who are either employed by a
participating scheme employer (usually an Australian Government entity or the ADF), or
customers who were formerly employed by a participating scheme employer and who are
eligible to continue to contribute to PSSap or ADF Super.

Those with preserved or deferred benefits who are no longer able to contribute to their
scheme because they no longer work for a participating employer and are not eligible to
continue contributing. We continue to maintain accounts for these customers and they can
generally start making contributions again if they join a participating scheme employer.

Those receiving a pension who have retired. Some ex-military customers receiving a
pension may start making contributions again if they re-enter the ADF for a period of more
than 12 months.

CSC customers also include former spouses following a family law split, spouses and eligible
children of deceased customers, and customers who have multiple superannuation accounts with

us.

CSC Annual Report 2020-21 7



8 CSC Annual Report 2020-21



Our

Performance

."“@.".“.-.-“..'".."'.""""“"'.“""“."""""".ﬂ".



Our Performance

Report from our Chair

Introduction

Looking back on the 2020-21 year it would be safe to say it was a period full of significant events.
The superannuation industry was no exception.

However, it was also a year that saw more stability and less volatility in relation to the COVID-19
pandemic and financial markets.

With the development of COVID-19 vaccines, a better understanding of the virus and
governments and the broader population continually getting better at managing and controlling
the spread of the disease, the light at the end of the tunnel is slowly getting bigger and brighter.

Of course, the COVID-19 pandemic continued to impact every corner of the globe and it will for
some time. The way we work and live, financial markets, travel, trade, international relations and
politics have all been impacted and changed to some degree by this pandemic.

For our part, CSC has responded well to the challenges that the pandemic has thrown at us.

Investment performance

Our investment strategy has held firm in the past 12 months. Our investment focus is to secure
adequate retirement outcomes for our customers and our capital preservation bias has resulted
in minimising the negative impacts on investment returns.

While the pandemic has interrupted our lives and livelihoods, your investments with CSC have
grown strongly. Agile management of risks that were building in February 2020 has meant that
we avoided the worst of the market drawdown in March and built cash that we have
subsequently been able to redeploy into opportunities arising from government policy
interventions, market behaviour and real economic conditions.

We remain vigilant to the dynamics in global vaccination distribution, monetary policy, public
investment programs in green energy, regulatory interventions and the ever-present penetration
of technology. To do this we focus on acquiring high-quality private assets that stand to benefit
from some of these themes through time and on managing risks proactively as they begin to
change the payoff to risk taking.

As a result of these strategies, our default option added more than 18% to retirement balances
for the financial year 2020-21.

We take great care to look after your money responsibly and, in doing so, take a long-term view
to protecting your savings into the future. We prepare our portfolios for the unknown by
considering scenarios such as higher inflation, market corrections, recovery, escalating climate
risk, and growth.

I’'m sure you will agree that with all the uncertainty in the world at the moment, a dynamic and
resilient investment strategy has never been so important. 2020-21 was a robust test of our
investment strategy and we are pleased to be able to report that it worked as it was designed to
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work — to preserve your savings in very uncertain times and then to acquire quality assets only
when our indicators signalled sustainable improvement in the fundamentals.

Our investment returns for the 1, 3, 5, 7, 10 and 15 years to 30 June 2021 for the Default,
Balanced and MySuper Balanced options of the various schemes have continued to exceed their
objectives. And over the medium and long term, investment returns for the 3, 5, 7, 10 and 15
years to 30 June 2021 for the Default, Balanced and MySuper Balanced options of the various
schemes have continued to exceed their objectives.

Table 1. Investment returns to 30 June 2021 for CSC’s Default, Balanced and MySuper Balanced scheme
options

AUM 1 year 3 years 5 years 7years |10years 15years

Sbillion % % p.a. % p.a. % p.a. % p.a. % p.a.
Inflation 3.8 1.7 1.8 1.7 1.8 2.2
CSS Default 1.66 18.4 8.2 8.7 8.2 8.5 6.6
PSS Default 23.07 18.3 8.0 8.6 8.1 8.4 6.5
MilitarySuper Balanced 10.71 18.2 8.0 8.6 8.1 7.9 5.7
PSSap MySuper Balanced 15.32 18.2 8.0 8.5 8.0 8.4 6.5
ADF MySuper Balanced 0.74 17.9 7.8 8.4

Note: Performance is presented net of fees and taxes.

CSC’s primary investment objective is to maximise long-term, real (that is, above inflation)
returns for customers, with a target of 3.5% p.a. over rolling three-year periods for our Default,
Balanced and MySuper Balanced options, while keeping risk to an acceptable level (defined as a
probability of loss in no more than three to four years out of 20). This investment objective is
designed to provide adequacy in retirement for our average customer. ‘Adequacy’ is defined by
the Association of Superannuation Funds of Australia (ASFA) as a ‘comfortable standard’, which
accounts for post-retirement cost-of-living adjustments.

Managing climate change risk

The past year has seen an increasing focus on how governments and businesses globally are
responding to climate change. Climate change is a core component of CSC’s approach to
environmental, social and governance issues, commonly referred to as ESG.

At CSC, we believe that there is significant embedded value in companies and organisations that
operate ethically and sustainably. A variety of ESG metrics, sourced as widely as possible, assist
us in assessing companies’ development in these areas. As an active owner of the businesses we
buy on your behalf, CSC is focused on engaging with companies to promote genuine sustainable
impact. We believe that incremental, consistent changes are more effective in supporting robust
and smooth transitions to a more sustainable future.

We manage climate investment risk principally in three ways. The first of these is through
renewable investments. We invest in renewable-energy assets and strategies because renewable
energy is the most likely future of our global energy system. We have a proud record of investing
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in both public and private assets in a way that has generated robust returns and, in so doing, has
a measurable positive impact on the climate in the future.

Secondly, we invest innovation capital into companies that could produce breakthroughs that
leapfrog existing climate solutions. Alongside this, we invest in producers of critical inputs into
the new-energy supply chain (e.g., rare earth elements needed for battery production).

Finally, we support robust transitions from fossil fuels. As long-term investors, we can support a
transition from fossil fuels that respects the practical demands for energy in our country and
around the world, that recognises the labour force impacts of the transition and that
understands simply divesting is unlikely to reduce climate risk. In this way, we focus our
investment exposures in the relatively cleaner producers and, in the case of Australia for
example, we are also investing in renewables and operating with relatively high social and
community standards.

We measure our success in this regard by the disciplined generation of returns we generate from
investing in climate-relevant strategies and by the impact that these initiatives have on our net
portfolio climate footprint over time. While we do not have a specific temperature target, we
build our portfolio consistent with achieving the targets of the Paris Agreement.

Our most recent material initiatives in 2020-21 to further reduce our climate footprint were
three-fold. The first of these was to divest from undiversified ‘pure play’ coal companies. From 5
March 2021, CSC portfolios started to exclude undiversified companies that derive 70% or more
of their revenue from thermal coal production/extraction. We use divestment only when
engagement with companies cannot reduce the risks to the long-term viability of the business
(e.g., tobacco, since 2013) and/or because the activity is contrary to Australian Government
regulations, sanctions, treaties or conventions (e.g., cluster munitions, since 2011).

The second initiative was to actively reduce the ESG risks of investing in companies that misuse
scarce natural resources. To implement this, we’ve appointed Osmosis Investment Management
as an Investment Manager. Osmosis has a robust, effective and objective way to reduce ESG risk
and aims to optimise our investment exposure to companies that use water and energy
efficiently, and reduce waste.

Sustainability means always seeking the most productive ways to use our scarce natural
resources. ESG considerations are an essential part of our broad-based risk management
strategy. Because risks interact with each other, we’re not focusing on just a single
environmental risk. Instead, we’ve adopted sustainable management across multiple key scarce
resources.

The third initiative involved the decarbonisation of our international shares index portfolio. Our
investment manager now optimises the passive portfolio to reduce carbon exposure relative to
the market-capitalisation weighted index. As a result, this portfolio’s carbon footprint is 50%
lower than the benchmark.

Your Future, Your Super - significant super industry reforms

In the 2020-21 Federal Budget, the Government announced a number of significant reforms to
super. Called ‘Your Future, Your Super’, the legislation passed in June 2021 enabled three key
measures to be introduced:
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*  From 1 November 2021, employees will be ‘stapled’ to their current super fund for the
remainder of their working life unless they actively choose another super fund. This
measure aims to reduce duplicate super accounts and reduce excess and unnecessary fees.

* A new ‘YourSuper’ online comparison tool will be available so that people can compare key
data on all super funds’ MySuper products.

« A new super fund underperformance assessment will be conducted by the Australian
Prudential Regulation Authority (APRA) and published on the ATO’s website.

Whilst we believe that the changes will result in fewer Australians having multiple
superannuation accounts, there are some risks with the measures that will impact CSC. Firstly,
the YourSuper online comparison tool only has very basic information on it when comparing
products. It will be important for consumers to supplement this information with further
research to be able to make the best decision for them.

Secondly, the underperformance test conducted by APRA only takes into account investment
returns and fees. It takes no account of the risk taken to achieve investment returns. Our
investment focus is to secure adequate retirement outcomes for our customers and our capital
preservation bias has resulted in minimising the negative impacts on investment returns.

We focus on preserving your savings through very poor market environments so that strong
market returns can be captured and sustainably built on top of your higher contribution rates.

Changes to PSSap and ADF Super

CSC is always trying to make things better for our customers by advocating for legislative or
scheme rule changes and regularly reviewing and looking to improve the products we offer,
whether that be super or insurance.

To make the process of transitioning out of the ADF simpler for our customers, we proposed a
change to ADF Super to enable those leaving the ADF to retain ADF Super as their
superannuation fund of choice, post-service. This resulted in ‘ADF Super Choice’ being put into
place from July 2020, which will allow customers leaving the ADF to keep contributing to ADF
Super with their new employer.

In March 2021, we saw changes to PSSap that enable both APS and non-APS employer
contributions to be made into a PSSap account at the same time and to make additional
contributions regardless of current employment arrangements. The change will also mean PSS or
CSS customers can open a PSSap Ancillary account to make personal and non-APS employer
contributions and have their super all in one place.

Supporting veterans in their transition from the ADF

The Australian Government established the Joint Transition Authority (JTA) within the
Department of Defence in October 2020. Along with the Department of Veterans’ Affairs (DVA),
CSC is a partner agency of the JTA. The purpose of the JTA is to better prepare and support ADF
personnel as they transition from military to civilian life. Currently the JTAis in an
implementation phase, identifying how services can be better connected and improved across
the transition ecosystem.

Outside of our work to improve the connections between Defence, DVA and CSC, our primary role

in the transition ecosystem is supporting the financial wellbeing of veterans and their families. CSC
provides general advice and information on superannuation and retirement planning via public and
in-house seminars and webinars, and general advice delivered person-to-person.
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CSC has also undertaken a re-design of our internal processes and resourcing, particularly in
relation to veterans who have been medically discharged or who are claiming and/or receiving
service-related support payments and services. These changes will result in a more streamlined
and needs-based approach to supporting veterans who are transitioning into civilian life.

CSC is a safe set of hands when it's needed most

CSC is the most regulated super provider in the country, primarily because we are a government
agency. While the regulatory mandate can be quite burdensome for us, it can be a good thing for
our customers. | mention this because during times of crisis, volatility or uncertainty, people
generally seek guidance and leadership from people or institutions they can trust and depend on.
CSC provides our customers with market-leading investment expertise, great service and rigorous
governance, risk and compliance processes.

Our governance, risk and compliance processes and protocols are among the most
comprehensive in the Australian public and private financial services sector, not just the super
industry.

Because CSC carries the government crest and the accountabilities that come with that, we are a
safe set of hands for our customers’ super.

Listening to our customers — the CSC compass

The past year saw us further embed and develop our customer listening program, known as the
Compass. Through the Compass we actively seek feedback, comments and insights from our
customers, and we use that to see how we’ve gone and where we should be heading. The
Compass points us in the right direction, making sure we’re on the right track to meeting our
customers’ needs.

The Compass is the catalyst to make improvements to our products and services. One such
example saw us deliver our customers’ super statements digitally for the first time in late 2020.
This was a direct result of our Compass customer listening program. Based on that we will
continue to deliver digital statements each year and make improvements as a result of customer
feedback.

A niche specialist super fund for the APS and ADF

CSC is unashamedly a niche super provider — we aren’t the biggest and we aren’t for everyone.
CSC’s customers in the APS and ADF are unique and so is what we offer them, whether that be
our investments, our education and advice offerings, or the empathy and understanding our staff
demonstrate every day. No other super fund knows our APS and ADF customers like we do.

CSC's customer-centric strategy means we are actively and constantly listening to our customers
and transforming our service offering and products around their needs. Based on what our
customers tell us, we are changing our business model and the processes and systems we use to
ensure we are delivering what our customers want and need.

Everyone who works at CSC is proud to serve those who serve.

CSC Board Director and Chair changes

The end of the 2020-21 saw the seven-year term of CSC’s Chair, Patricia Cross, come to an end.
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Patricia was an outstanding Chair who led CSC through an incredibly challenging period, which
included significant regulatory, market and social change and volatility. Throughout her term,
Patricia led CSC with exceptional skill, wisdom and a confident calmness.

Highly regarded and hugely respected, Patricia’s stewardship saw CSC achieve solid and
consistent investment performance, while also keeping on top of the broader governance,
regulatory, political, social and workplace influences and forces.

| want to thank Patricia for her outstanding leadership of CSC for the past seven years.

| also want to thank Dr Mike Vertigan whose term as a Director on the CSC Board also concluded
on 30 June 2021. This was Mike’s second term on the CSC Board and his expertise and deep
knowledge of the public service as well as the super industry was greatly valued among his
colleagues on the Board.

I look forward to welcoming two new directors in the coming months.

Thank you

During the past year CSC has taken great steps towards significantly transforming our business to
improve things for our customers. At the same time, we have also continued to efficiently
maintain our core functions — investing, paying pensions and allocating super contributions.

There is a huge amount of effort and rigorous process that goes on every week for these
functions to run without issue — often it can go unrecognised. The fact that our staff at CSC
successfully manage the hundreds of thousands of transactions, processes and customer
interactions week-in and week-out is a testament to their skill, teamwork and expertise.

Finally, it is a privilege to be the new Chair of CSC. | would like to thank CSC’s staff and my fellow
directors for their continued focus on our customers, their ongoing commitment to continuously
improving our business and their passion to serve those who serve our country.

Garry Hounsell
Chair

29 September 2021
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CSC’s Annual Performance Statements

Statement from CSC’s Board

We, the CSC Board, as the accountable authority of CSC, present the 2020-21 Annual
Performance Statements of CSC, as required under section 39(1)(a) of the Public Governance,
Performance and Accountability Act 2013 (PGPA Act). In our opinion, these Annual Performance
Statements are based on properly maintained records, accurately reflect the performance of CSC
and comply with section 39(2) of the PGPA Act.

CSC purpose and vision

CSC’s purpose and vision is to build, support and protect better retirement outcomes for all our
customers (being current and former Australian Government employees and members of the
ADF) and their families.

CSC performance outcome

CSC’s performance outcome is to provide retirement and insurance benefits for scheme
members and beneficiaries, including past, present and future employees of the Australian
Governmentand other eligible employers and members of the ADF, through investment and
administration of their superannuation funds and schemes.

CSC’s performance outcome is stated in CSC’s 2020—21 Corporate Plan and in the 2020-21
Portfolio Budget Statements.
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Managing and investing our funds

Table 2. CSC’s investment performance: criteria and results

Performance criteria Results

CSC's investment performance for its default Achieved: CSC’s default accumulation option achieved its

accumulation options over a rolling three-year period. annual real return target of 3.5% per annum over the rolling
(SOURCE: CSC’s 2020-21 Corporate Plan, p. 10; 2020-21

three-year period to 30 June 2021.
Portfolio Budget Statements, p. 101)

CSC’s investment portfolio is maintained within Board- Achieved: CSC’s portfolio risk for its default accumulation
approved risk parameters, such that negative returns are option has been managed such that there have been no
expected in no more than four out of every 20 years for
the default accumulation option. (SOURCE: CSC’s 2020—-
21 Corporate Plan, p. 10;2020-21 Portfolio Budget
Statements, p. 101)

more than four years of negative returns over the 20-year
period to 30 June 2021.

Our performance helps customers reach a comfortable retirement

By consistently achieving our investment performance criteria, summarised above, CSC increases
the probability that the average CSC accumulation customer in retirement will reach the ASFA's
‘comfortable retirement standard’ of income for Australian retirees (see page 11 of this report
for definitions). We track five customer cohorts, by gender, to ensure our investment objectives
continue to appropriately support this ambition for all our customers.

Today, our average defined contribution customer across all cohorts has accumulated savings
that are on track to deliver a retirement income equivalent to almost 30% more than the ASFA
comfortable retirement standard. Further, the majority of our full-time working customers are
on track to achieve that standard as well. This ratio will change over time and differs between
customers depending on their personal circumstances. However, by ensuring that all our
customers can track — via our website — their individual savings against the ASFA standard and
their cohort of peers, we can assist every individual to choose wisely their level of investment
risk, the contributions they make and their retirement age.

Our investment options cater to individuals

We provide three pre-mixed investment options plus a purely cash option. All are explicitly
designed to work together or separately to allow tailored risk-taking appropriate to the different
stages of the working life cycle and individual customers’ circumstances. The one thing in
common for all our investment options is the strength of our investment risk management. It
enables us to consistently generate some of the highest net real returns to investment risk-taking
in the industry. This means that our customers can choose between our options with confidence.

* Our Income fund option focuses on generating a sustainable income with moderate capital
growth and is suitable when the capacity to recover from market volatility is lower. This
option is consistently rated in the top quartile of its type in SuperRatings survey (net
returns taking into account risk) and was first across all time horizons greater than one
year to 30 June 2021.

« Our Aggressive fund option focuses on generating high real returns over the long term and
is suitable for individuals with a capacity for higher risk investments and volatility in their
balance. This option is consistently rated at the top end of the top quartile of the
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SuperRatings survey across all time periods to 30 June 2021.

» Our Balanced fund, as its name suggests, balances capital growth with capital protection to
deliver greater outcome certainty. This is our default option. It targets net investment
returns of 3.5% per annum above inflation. This target is the average annual growth rate in
real savings that we estimate is needed to provide the ASFA comfortable standard in
retirement income to our average accumulation customer. It takes into account that
customer’s age, current superannuation balance, amount of superannuation contributions,
cost-of-living adjustments and likely retirement age. Our strategy is to capture most of the
upside in markets and avoid much more of the downside to increase the probability that all
our customers will retire with adequate income. While this strategy serves our customers
and aims to maximise their retirement income, it does mean we will not always be first on
ranking charts or charge the lowest fees. We are comfortable taking that approach
because our primary goal is to ensure our customers have sufficient income when they
retire. However, the return generated per unit of risk taken in this option is rated in the top
quartile of the SuperRatings survey over long horizons (7 and 10 years) and above median
for 3 and 5 years, despite taking less risk than other funds in this category. Our retirement
income Balanced fund is in the first quartile over all time periods.

* Our Cash fund aims to preserve capital and is 100% invested in cash assets.

» Our customers can factor in their individual characteristics on the retirement income
calculator on our website and track their progress towards retirement.

» As explained in detail later in the report, we integrate risk management, including
environmental, social and governance (ESG) risks, across all our customers’ portfolios,
rather than offer a standalone option. This is because we believe sound practices are
relevant to achieve long-term sustainable value and positive impact in all our customers’
investments.

Our investment strategy

CSC’s investment strategy is designed to help all our customers achieve a standard of living in
retirement that is ‘comfortable’, as defined by ASFA, regardless of whether they retire in strong
or weak market conditions. We expect every investment risk we take to improve the probability
that our customers’ balances will meet the ASFA standard by the time they retire at an assumed
age of 65.

This means that we focus on the fundamentals of cash-flow generation and its sustainability,
rather than on market sentiment. We use market price momentum and reversals as
opportunities to buy assets at prices that are low relative to our assessment of long-term
fundamental value, or we divest from assets that are no longer expected to deliver sustainable
cash flow.

Compared with other superannuation funds, this means that our Default Funds generally suffer
fewer or smaller losses when markets are falling, but still capture a large proportion of the gains
when markets are rising strongly. This reflects our intentional strategy design to truly balance the
need to preserve our customers’ capital through downside risk management, while ensuring that
they take sufficient risk into opportunities that can grow their savings above inflation through
market recoveries.

We take this approach to protect the relatively stronger funding positions of our customers
compared to peer funds, as a result of the combination of investment returns and the higher
contribution rates generally applicable to our customers.
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Over the long-term horizon for customers in our Balanced option, we expect to deliver
competitive returns with greater certainty of income sufficiency at retirement. Our Income-
focused and Aggressive funds are expected to deliver competitive returns consistently as their
risk appetite is more directly comparable to that of other funds.

We actively protect our customers’ savings and hunt for robust opportunities to grow their
savings without undue risk. We are early adopters of new and innovative investment
opportunities including technology infrastructure like data centres, which are only now gaining
popularity with institutional investors, fibre/cable broadband internet businesses,
telecommunication satellites, mobile phone towers and renewable energy investments.

We continuously assess whether investment returns for assets, net of costs and tax, are
sufficient to compensate for any evolving risks to which those assets are exposed and vulnerable.
Risks are not just those visible in an asset’s short-term earnings; they can also arise long-term in
an asset’s ecosystem and may reduce potential earnings capacity.

Such risks include how an asset or business is governed; how well it understands its competitive
environment; the threats and opportunities of technology; how it supports, trains, manages and
aligns its employees to its purpose and values; how it considers and manages its impact on the
environment; and the community in which it operates. We believe the most robust insights into
these factors come from a strong understanding of the governing body and management of an
organisation, and by looking for consistency between a business’s long-run strategies and short-
term performance.

Competitive and consistent returns for our customers
Our investment strategy aims to achieve a cumulative return for our customers which is:

« fit for our customers’ purpose: delivering the ASFA comfortable retirement income by the
age of 65;

» resilient to developments in external market environments: by proactively managing risk
especially as exogenous shocks occur, e.g., pandemic and associated market volatility and
buying high-quality assets and strategies, and profitable and sustainable businesses at fair
or better prices; and

= competitive: compared with other superannuation funds with different strategies because
we aim to consistently generate a robust return for every investment risk we take. By
avoiding the risk of capital impairment but being prepared to take risk when prices are
below long-run value, we expect competitive longer-term returns and reliable long-run
outcomes.

Our investment performance to 30 June 2021

The 2020-21 financial year was strong for financial markets as economies and markets bounced
back with post-pandemic policy responses, global vaccination development and high levels of
household wealth (housing and financial assets). Domestic and international share markets were
very buoyant as economic growth rebounded and central banks around the world committed to
continuing to underwrite that recovery.

Our investment returns for the 1, 3, 5, 7, 10 and 15 years to 30 June 2021 for the Default,
Balanced and MySuper Balanced options of the various schemes exceeded their objectives and
no risk limits were breached through the very dramatic and violent falls in equity markets in
March 2020.
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Our investment discipline is to seek investment opportunities on an apples-to-apples comparison
— return adjusted for risk and fees — rather than simply taking on more and more risk to capture
higher returns in an increasingly precarious way. Some of the key portfolio activities in 2020-21
that contributed to our performance included:

1. Diversification of our portfolio’s economic risks through innovative investments supported
by long-term structural trends across global infrastructure needs, technology adoption,
healthcare, agriculture and supply-chain resilience and sustainable resource use. These
assets are selected to produce high-quality, often inflation-linked cash flows and still
achieve capital growth. For example:

« Complementing our existing digital-data centre assets — in which we were a first
mover in Australia — we acquired an essential governance stake in Telstra’s Australian
mobile towers network and invested further capital in a pan-European mobile towers
network, a fibre optic network business in Europe, data centres and fibre assets in
Asia, and a broadband investment in the US. These assets are all expected to benefit
from higher average work-from-home practices and the accelerated adoption of
digital technology into business models through the pandemic.

e We also added to our existing wind and solar renewables portfolio with a European
owner and operator of hydroelectric facilities, windfarms and solar farms.

*  We invested in an Australian diagnostic imaging business that provides preventative
healthcare infrastructure and growth of new clinics in regional areas.

*  We bought a business in the US that specialises in the storage, logistics and
preparation of food, contributing to essential food supply chains across the US. This
adds to our existing investment in an Australian agricultural business that uses
technology to produce food innovatively and prioritises sustainable use of limited
natural resources.

2. We continued our private equity program, co-investing in high-quality and targeted
opportunities — efficiently but robustly — to ensure that our customers benefited from the
past year’s very strong returns achieved through initial public offerings (IPOs). IPOs are
the process by which private companies are floated on public stock exchanges. Many of
our private companies have also been acquired by larger companies, for trade premiums,
thereby generating exceptional investment returns. Examples include:

» healthcare and biotech companies that have also contributed to COVID-19 vaccine
trials, pathology testing laboratories, FDA-approved allergy immunotherapy
treatment and FDA-approved therapy treatment of blood-clotting diseases.

» palm-oil-free chocolate producer seeking to protect endangered species.

* maintenance services and commercial cleaning for customers across government,
education, healthcare, retail, corporate, entertainment and hospitality — many critical
essential service sectors during COVID-19.

» technology companies that have delivered solutions to encourage exercise with
entertainment and efficient and robust cloud-computing services.

3. We re-invested in our innovations. Over the last year, for example, we have:

» added to our public-market program that seeds new overseas investment
management businesses focused on generating diversifying active returns; and

» added to our internal, proprietary strategies for active return generation.
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4. Integrated management of all risks. Our pro-active management of short-, medium- and,
importantly, long-horizon risks continued with:

» the deployment of dynamic capital-protection strategies to hedge your savings
against event risks such as the US presidential election.

= pro-active and integrated responses to the results of our climate and ESG stress tests
with, for example, the use of two new international shares mandates: (i) passively
implemented decarbonisation index to reduce our carbon emissions by 50% vs public
listed equity benchmark; and (ii) optimisation mandate that reduces misuse of scarce
natural resources — 50% less carbon, 50% less water use, 50% less waste; and

= active ownership of our public companies which is executed indirectly through voting
on all shareholder resolutions and directly via engagement. Where engagement
cannot work because revenue is concentrated in a single risky activity, and the risks to
value are material, we divested from public companies. The latest example of this was
our divestment from undiversified public companies that generate 70%+ revenue
from thermal coal production because the financial risks to these companies are
rising and engagement is unviable (consistent with our earlier divestments of tobacco
and cluster munitions manufacturers).

We build our portfolio to be resilient in the face of unexpected shocks, such as those of the past
year, and we reinvest in our capacity to remain agile, pro-active and one step ahead of others in
the deployment of capital to capture good entry prices and the tailwinds of demand momentum.
Private assets, windfarms, data centres, innovation capital and resource-waste-mitigation are
just some examples of this. We also overlay your portfolios with risk management designed to
preserve capital in down markets but still capture most of the upside when conditions warrant.

You can see our risk management reflected in the pattern of returns of the past year, where
returns have recovered from -0.9% (June 2020 despite more than 30% falls in equity markets
through the first two quarters of 2020) to +18.2% by June 2021, as the quality of our portfolio
and dynamic risk management began to payoff. We recognise that sometimes customers can be
flexible about when they retire but not always (e.g., due to ill health). Hence, we aim to manage
downside risk for our customers by reducing the risk that a customer retires at a time when
investment returns are unfavourable, resulting in less money for their retirement (sequencing or
retirement date risk).

Over the last ten years to 30 June 2021 — spanning both bull and bear markets — we have avoided
39% of the losses that peers incurred when markets fell, while capturing most (89%) of the gains
in strong markets relative to our Balanced fund peers. Additionally, the Balanced fund has
historically been in the top quartile of our peers over the long term (7 and 10 years to 30 June
2021) when comparisons take into account the amount of risk that customers are exposed to.
Our Income-focused and Aggressive options have been consistently in the top 2 funds for net risk
adjusted returns in their peer groups for all time periods.

Our investment governance model is unique and designed specifically to support our
capacity to take investment decisions in real time, rather than subject to the constraints of
the Board meeting cycle, and to proactively identify and manage risks with agility before
they can materially impact customers’ superannuation savings. We operate with full
transparency, clarity of risk appetites and tolerances, and delegated accountability in all
investment decisions.
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Our investment governance framework means that CSC implements its investment decisions
through:

a structured and transparent set of delegations, ensuring the right decisions are taken at
the right time by dedicated professionals best skilled and, therefore, accountable to take
them;

a robust set of specialised, external agents who complement CSC’s internal resources, are
agile and targeted to be fit for specific CSC investment purposes, and materially reduce our

uncompensated operational risks; and

* animble, stable and skilled internal investment team focused on ensuring CSC’s
comparative advantages are used to our customers’ best interests, are empowered to

continuously innovate to maintain our global best-practice credentials and are focused on

assessing and managing the implications for risk taking that flow from a continuously
evolving, global market.

To learn more about CSC’s investment approach and strategy, go to the Investment section
of this report on page 52.

The global investment outlook

The future feels difficult to predict today. There is much that is changing, including the
shape of our communities and their demographics, and the role that technology plays in
almost everything — reshaping opportunity and risk as cyber security rises to the top of the
World Economic Forum’s global risk list. Governments are more directly involved in the
income, health and industry design within economies across both the developed and
developing worlds. Interest rates remain historically low and negative in real terms (after
accounting for the erosion of income represented by inflation) in many regions of the
world. Central banks admit that policy initiatives may feel experimental as we continue to
emerge from the enforced economic lockdowns of the past year. So, there is real risk, as
described by genuine uncertainty, rather than temporary volatility associated with
investment portfolios today.

The final consequences of many years of unconventional monetary policies and now the
large expansion of government debt are still unknown. We see the effects in financial asset
inflation, concerns about bubbles forming in some segments of equity markets and, more
recently, in increased speculative behaviours in such stocks as GameStop. But we also see
these effects manifest in a resumption of the global economic cycle, across both
manufacturing and services sectors. The impact on productivity, which could help to return
the world to a non-inflationary growth path, as the impact of pandemic-related supply
shortages on consumer price inflation dissipates, is not yet clear.

Resilient portfolios for a wide range of plausible scenarios

By considering a wide range of plausible fundamental developments, we examine what our
customers' portfolios need to be resilient to evolving and perhaps very different market
conditions to those prevailing at present. We search for assets capable of dependably
generating inflation-linked cash flows without also eroding capital value, and that can
therefore benefit from any upside surprises in inflation as central banks target higher
wages and prices.

We look for high-quality assets that are more resilient to temporary collapses in economic
growth because they provide essential services or inputs into activity. We look for
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excellence in the management teams that operate our assets, so that they can agilely
position their businesses for comparative advantage, deploy technology smartly and be
proactive about the structural changes underway almost everywhere today.

Specifically, over the past number of years, we have been preparing our customers'
portfolios for resilience by:

building greater geographic diversity into our defensive assets and currencies;

financing new private assets and businesses, rather than trading claims on operating ones;
building new asset management businesses with revenue-sharing arrangements;

hedging against long-term inflation risk;

maintaining our focus on the fundamental value and quality of assets, rather than their
current prices; and

being mindful of the fact that conditions are now conducive to creating extreme bubbles in
some segments of financial markets, though with no certainty on timing.

In these ways we continue to seek to deliver to our purpose and measure our success by:

the level of financial adequacy we can generate for our customers in retirement;
avoiding capital-impairing risks along that journey;

early-identification and execution into high-quality assets whose cashflows are supported
by structural trends rather than cyclical conditions or fads; and

avoiding material losses through periods of market setback.
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Administration of our schemes

Table 3. CSC’s operational performance: criteria and results

Performance criteria Result

Achievement of Achieved: 90% or more of each operational objective was met, as shown below.
operational objectives
for contributions
processing, and
benefits/pensions
payments (SOURCE:

Benefit payment objectives met:

*  97% of benefit payments to customers in CSC’s defined benefit schemes
were paid within five business days of CSC receiving all required documents
(exceeding our performance criterion 0f85.5%).

CSC’s 2020-21 °  99% of benefit payments to customers in CSC’s defined contribution schemes
Corporate Plan, p.10; were paid within three business days of CSC receiving all required

2020-21 Portfolio documentation (exceeding our performance criterion of 85.5%).

Budget Statements, p.  Pension payment objectives met:

101).

* 100% of fortnightly pension payment files for CSC’s defined benefit
schemes were lodged with CSC’s bank on Wednesday morning prior to pay
day (meeting our performance criterion of 90%).

* 100% of pension payments for CSCri and ADF Cover were completed by the
21st of each month (meeting our performance criterion of 90%).

Contribution processing objectives met:

*  99% of contributions to CSC’s defined benefit schemes were allocated to
customer accounts within four days of CSC validating the contribution
(exceeding our performance criterion of 85.5%).

* 100% of paper-based contributions for CSC’s defined contributions were
allocated to customer accounts within three business days of the
contribution being validated (exceeding our performance criterion of
85.5%).

How we administer our superannuation schemes

Mercer Administration Services (Australia) Pty Ltd (Mercer Administration) is contracted by CSC
to administer our PSSap, CSCri and ADF Super schemes. We administer all our other
superannuation schemes.

Accurate and efficient administration

We have a well-developed governance framework for managing the administration of our
customers’ superannuation savings. This framework includes:
» activities to ensure we receive accurate and complete data from our customers’ employers

» forecasts of workloads to ensure that staff are deployed most effectively during peak
service periods

» continuous technology improvements so that administration is compliant, fast and
accurate, and staff spend more time on customer needs.
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Our services to customers

We are committed to guiding our customers towards their retirement dreams. Our commitment
is embedded in our brand. We aim to be the guide for our customers. In addition to the core
administration of our customers’ superannuation savings, we provide a range of services to help
our customers achieve the retirement outcomes they seek.

These other services include:
« one-on-one and group seminars covering a range of superannuation topics, tailored to

each of our superannuation schemes

« financial planning services, which are provided on a fee-for-service basis; each of our
financial planners is independently certified by our financial planning partner, Guideway
Financial Services

« general support and advice via our customer contact channels (phone, email, social media
and in person)

» dedicated service teams to support employers in their management of contributory
customers

» adedicated team to provide services to beneficiaries when a customer dies.

We recognise that our customers’ needs and expectations are constantly changing and we must
continually change and adapt our service model and how we communicate, to ensure we stay
relevant and of value to our customers.

Customer feedback

We are committed to listening to our customers’ feedback. We capture and respond to feedback
through a Net Promoter System (NPS).

Each month we survey one-twelfth of our customers about their CSC experiences. The first
survey question is: how likely would you be to recommend your CSC scheme to a friend or family
member? The information gathered in these surveys is used to:

* improve our customer-facing teams’ engagement with customers
* prioritise improvement initiatives and investments.

How did we perform?

Table 4. CSC’s service performance: criteria and results

Performance criteria Results

Adequate satisfaction levels of customers, beneficiaries and Not Achieved: Across all customers the NPS score fell 2
employers with the service provided. (SOURCE: CSC’s 2020— points.
21 Corporate Plan, p.10)

Customer satisfaction

Our June 2021 NPS score was -12, a decrease of 2 points from our score in June 2020. While the
overall NPS score dropped, this was primarily due to preserved customers continuing to perceive
us negatively, with a sharp decline in scores from our ADF customers. Scores are increasing
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considerably for our contributing customers.

We believe that the changes around invalidity tax as a result of the Full Federal Court decision in
Commissioner of Taxation v Douglas [2020] FCAFC 220 have been the main contributor to the
significant drop in NPS for preserved ADF customers in June.

On the other hand, NPS scores for our PSSap customers rose to -10, an increase of 21 points from
last year. This positive movement reflects improvements in our key touchpoints at joining and
our annual statements, as well as general service experience improvements. Improvements in
communications and product design also contributed.

We also surveyed our customers at particular touchpoints and important events. The NPS results
for these touchpoints are shown in the table below.

Table 5. NPS results across CSC in 2020-21

Touchpoint [\
On-boarding -21
Financial advice +44
Member education (seminars and one-on-ones) +58
Ancillary on-boarding +18
Retirement +41

These results demonstrate that when we engage with our customers, they are more likely to
recommend CSC. Our challenge is to engage all our customers in the way they want and to
continually improve that experience. Our lowest scoring touchpoint of on-boarding has increased
by 3 points since last financial year, driven by a number of improvements in how we engage and
set up new customers.

Employer satisfaction

We surveyed a number of employers in the last year, testing the strength of our relationship and
identifying areas for improvement. The employer satisfaction NPS in 2020-21 was +27, up from
+9 when we last surveyed our employers.
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Our Board of Directors

CSC’s governing legislation establishes the CSC Board of Directors. The function
of the Board is to ensure that CSC performs its functions as outlined in the
governing legislation in a proper, efficient and effective manner. The Board has
the power to do all things necessary for, or in connection with, the
performance of its functions.

This section details the composition and responsibilities of the Board, Board
remuneration and director indemnity, as well as explaining how the Board’s
authority is delegated and how Board performance is reviewed.

Directors for 2020-21 are listed below.

Composition

In 2020-21 the Board consisted of an independent Chair and eight other directors. The Minister
for Finance (the Minister) chooses four directors in consultation with the Minister for Defence.
Of the remaining directors, two are nominated by the President of the Australian Council of
Trade Unions (ACTU) and two are nominated by the Chief of the Defence Force. The Minister
appoints all directors.

The Chair is appointed by the Minister after consultation with the Minister for Defence, and after
the Board has agreed to the person proposed by the Minister. All directors must meet the fitness
and proprietary standards under the SIS Act.

Responsibilities

The Board is responsible for the sound and prudent management of CSC’s superannuation
schemes. Directors and CSC employees are required to comply with the Board’s governance
policy framework.

The framework includes policies such as the Board Charter, Conflicts Management Policy and
Framework, Fit and Proper, Board Renewal and Board Performance Evaluation. The Board
Governance policy framework is discussed in section 4 ‘Our Governance’ on page 39.

Delegated authority

CSC may delegate its powers under scheme legislation. The Board has delegated authority for
many activities, corporate and investment matters and scheme administration. Delegations are
reviewed regularly to ensure they remain current. CSC employees exercising delegations are
accountable to the CEO, who, in turn, is responsible to the Board. Sensitive or extraordinary
matters that arise within delegated powers are usually referred by the CEO to the Board.

Performance review

The Board’s performance is formally evaluated annually, including evaluation of the Board as a
whole, the Chair, individual directors and Board committees. A range of matters are examined as
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part of this review process including performance relative to objectives, fulfilment of
responsibilities, structure and skills, strategic direction and planning, policy development, and
monitoring and supervision. Every three years the review is performed by an independent third
party who is selected based on submissions and market references.

Board Performance Assessment was undertaken by Lintstock Limited (London) and was
concluded in June 2021. With a view of improving performance, all directors also participate in
ongoing professional development activities in accordance with the CSC Fit and Proper Policy and
the Board Skills Matrix. The Board Skills Matrix can be found on the CSC Website:
https://www.csc.gov.au/Members/About-CSC/Corporate-governance

Remuneration

The Remuneration Tribunal determines the remuneration of CSC directors (Remuneration
Tribunal Act 1973), including for members of the Audit Committee and the Reconsideration
Committees.

Remuneration is disclosed in this report on page 46.

Director indemnity

The director or a delegate of the Board, acting in good faith, will not be subject to any action,
liability, claim or demand, for anything done (or not done) in the performance of their functions
under CSC’s governing legislation. CSC, however, may be subject to an action, liability, claim or
demand.

As well as legislative indemnity for directors and delegates of the Board, CSC holds trustee
liability and comprehensive crime insurance which complies with the Corporations Act 2001. CSC
has provided all directors with a deed of indemnity, insurance and access.

Diversity

CSC aims to work in a supportive and collaborative way. We support and encourage a diverse and
inclusive workforce by fostering a culture and environment of respect, courtesy, honesty and
integrity, and treat others as we wish to be treated ourselves. We appreciate difference and
respect other perspectives and cultures.

Our commitment to diversity starts at the Board level. CSC believes we will achieve better
outcomes for customers, a higher standard of corporate governance, improved financial
performance and attract and retain talented staff if we genuinely embrace the goal of cognitive
diversity, which is realised through workforce equality and a spectrum of skills and experience.
We have also learned through the COVID-19 disruptions that our teams value and respond
positively to more flexibility.

We aim to capture these learnings.

CSC’'s commitment to diversity is detailed in our Diversity Policy, available on our website at
csc.gov.au.

In accordance with these commitments, CSC actively encourages our investment managers to
engage with investee companies that support these targets.
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Our Board members in 2020-21

Mrs Patricia Cross

Appointed 1 July 2014; re-appointed 1 July 2017 to 30 June 2020 and
1 July 2020 to 30 June 2021

* Chair of the Board

+ Member of the Board Governance Committee

+  Member of the Remuneration and HR Committee
« Director of ARIA Co Pty Ltd

Mrs Cross is a Non-executive Director of Aviva plc (since 2013), a senior independent Director of
Aviva Investors Holdings Limited (since January 2017), a member of the Future Fund Board of
Guardians (appointed 25 May 2021) and an Ambassador of the Australian Indigenous Education
Foundation (since 2008).

Having begun her career in public service with the United States Government, Mrs Cross went on
to gain extensive international financial services experience living and working in seven
countries. She worked with Chase Manhattan Bank and Chase Investment Bank (1981-87),
Banque Nationale de Paris (1987—-88) and National Australia Bank (1988-96) where she ran
Wholesale Banking & Finance and was a Member of the Group Executive Committee.

Since 1996, she has served as a public company director for Suncorp-Metway Limited (1996—
2000), AMP Limited (2000-03), Wesfarmers Ltd (2003-10), Qantas Airways Limited (2004-13),
National Australia Bank (2005-13), Macquarie Group Limited (2013-18) and Macquarie Bank
Limited (2013-18). She was also Chairman of Qantas Superannuation Limited (2002-05), Deputy
Chairman of the Transport Accident Commission of Victoria (1997-2001), a founding director of
the Grattan Institute (2008-15) and founding Chair of 30% Club Australia (2015-18).

Mrs Cross has held a number of honorary government positions, including with the Financial
Sector Advisory Council, Companies and Securities Advisory Committee, Panel of Experts to
Australia as a Financial Centre Forum and Sydney APEC Business Advisory Council.

Mrs Cross has previously served on a wide range of not-for-profit boards, including the Murdoch
Children’s Research Institute (2002—-11), and was the Co-Chair of WomenCorporateDirectors
(WCD) in Australia (2014-17). In 2001, Mrs Cross received the Australian Centenary Medal for
service to Australian society through the finance industry.

Mrs Cross has a BSc (Hons) in International Economics from Georgetown University School of
Foreign Services. In 2018, she was awarded Life Fellowship with the Australian Institute of
Company Directors.

Mrs Ariane Barker

Appointed 13 September 2016 to 12 September 2019; re-appointed
13 September 2019 to 30 June 2022

*  Member of the Board Governance Committee
+  Member of the Risk Committee

*  Member of the Member Outcomes Committee
* Chair of ARIA Co Pty Ltd
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Mrs. Barker is currently a Director and Chair of the Audit and Risk Committee at IDP Education
(since 2015), a Director and Chair of the Audit and Risk Committee at Atlas Arteria (since March
2021), and a member of the Investment Committee at the Murdoch Children's Research Institute
(since 2011).

Mrs Barker was previously the CEO of Scale Investors (from 2017 to February 2021), a Board
Director at Taralye, the Oral Language Centre for Deaf Children (2011-14), and a member of the
Community Advisory Committee at the Royal Victorian Eye and Ear Hospital (2013—-18). Mrs
Barker has over 20 years of experience in international banking and finance, including roles as
General Manager, Products and Markets at JBWere (2015—-17); Director, Equities Division at
HSBC (2005-08); Executive Director, Equities Division at Goldman Sachs (Asia) (2000-02); and
Associate — Capital Markets at Merrill Lynch International (1994-99).

Mrs Barker has a Bachelor of Arts degree in Economics and Mathematics from Boston University
and is a Fellow of the Australian Institute of Company Directors.

The Hon. Chris Ellison

Appointed 1 July 2014; re-appointed 1 July 2017 to 30 June 2020; re-
appointed 1 July 2020 to 30 June 2023

* Chair of the Remuneration and HR Committee
» Chair of the APS Reconsideration Committee

*  Member of the Members Outcome Committee
» Director of ARIA Co Pty Ltd

The Hon. Chris Ellison is a Director of the University of Notre Dame (since 2015) and Chancellor
of the University of Notre Dame in Western Australia (since 2018, having previously been
Governor since 2009). He is an advisor to Quintis Corporation (formerly TFS Corporation) (since
2009) and a Director/Trustee of the SAS Resource Fund Trust (since June 2020).

The Hon. Chris Ellison is a member of the WA Law Society and Chair of the SAS Regiment
Resources Fund fundraising committee (since 2014). He was previously a Director of Doric
Construction Group (2011-15), Chairman of Australia’s North West Tourism Board (2011-15), a
member of the Study Group Academic (SGA) Council, and Chair of the Academic Board West for
SGA (2014-18).

He was a Cabinet Minister in the Howard Government and in the Ministry for over 10 years
(1997-2007). He held a number of portfolios including Justice and Customs, and he remains
Australia’s longest serving Justice Minister. He has also held a legal practising certificate for over
40 years. He has a B.Juris and LLB both from the University of Western Australia.

Ms Melissa Donnelly

Appointed 1 July 2020 to 30 June 2023

»  Member of the Board Governance Committee
»  Member of the Remuneration and HR Committee
» Director of ARIA Co Pty Ltd.

Ms Donnelly is the National Secretary of the Community and Public Sector Union (CPSU). In her time
at the CPSU, Ms Donnelly has occupied a range of roles, including leading the national political,
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industrial research and legal team prior to joining the national Executive Committee in 2015.

Ms Donnelly is involved in setting the national strategic direction of the CPSU, as well as
governance and budgetary processes.

Ms Donnelly has worked across all areas of the CPSU including the federal public sector,
telecommunications, broadcasting and private sector industries. Ms Donnelly was previously a
Director of Telstra Super and currently serves as a Director of the McKell Institute, Shared
Advantage Limited and ACTU Education Inc. Training.

Ms Donnelly holds degrees in law and social science.

Mr Garry Hounsell

Appointed 1 July 2016 to 30 June 2019; re-appointed 1 July 2019 to
30 June 2022

* Chair of the Audit Committee

*  Member of the Risk Committee

*  Member of the Board Governance Committee
» Director of ARIA Co Pty Ltd

Mr Hounsell is the Chairman of HelloWorld Travel Limited (since 2016) and Non-executive
Director and Chair of the Audit Committee at Treasury Wine Estates Limited (since 2012). Mr
Hounsell is also a Director of Findex (since January 2020).

Mr Hounsell was previously the Chairman of Myer Holdings Limited (2017-20; Executive
Chairman February—June 2018), Chairman and a Non-Executive Director of Spotless Group
Holdings Limited (2014-17), the Chairman of Emitch Limited (2006—-08) and PanAust Limited
(2008-15). He was also previously an Advisory Board Member of PanAust Limited (2015-17),
Rothschild Australia Limited (2012-17) and Investec Global Aircraft Fund (2007-19). He was a
Director at Orica Limited (2004-13), Nufarm Limited (2004-12), Qantas Airways Limited (2005—
15), Mitchell Communication Group Limited (2008-10), Integral Diagnostics Limited (2015-17),
Dulux Group Limited (2010-17) and Investec Aircraft Syndicate Limited (2012-18).

Mr Hounsell was a Senior Partner at Ernst & Young (2002—-04), CEO and Managing Partner of
Arthur Andersen (2001-02) and a Partner at Arthur Andersen (1989-2002).

Mr Hounsell has a Bachelor of Business (Accounting) from the Swinburne Institute of Technology
(1975) and is a Fellow of Chartered Accountants Australia and New Zealand, and a Fellow of the
Australian Institute of Company Directors.

Air Vice-Marshal Tony Needham, AM

Appointed 1 July 2016 to 30 June 2019; re-appointed 1 July 2019 to
30 June 2022

* Nominee of the Chief of the Defence Force

* Chair of the Member Outcomes Committee

* Member of the Remuneration and HR Committee

« Deputy Chair of the MilitarySuper Reconsideration Committee
» Deputy Chair of the Defence Force Case Assessment Panel

« Director of ARIA Co Pty Ltd

Air Vice-Marshal Needham is a member of the Royal Australian Air Force Active Reserve (since early 2016),
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following a distinguished career over three decades in the permanent Air Force (1978-2016). He served as
operational aircrew on the P-3C Orion and Royal Air Force Nimrod Mark 2 aircraft, the latter as aircraft
captain. His military service included holding the positions of Head People Capability, Department of
Defence (2014-15) and Deputy Commander, Joint Task Force 633, Middle East (2013).

Air Vice-Marshal Needham also served as a Commissioner of the Military Rehabilitation and Compensation
Commission (2014-15) and Chair of the Defence Force Recruiting Board of Management (2014-15).

Air Vice-Marshal Needham holds a Master of Arts in Strategic Studies, Deakin University, a Graduate
Diploma in Management Studies and is a Graduate of the Australian Institute of Company Directors. Air
Vice-Marshal Needham was appointed as a member in the Order of Australia in 2005, primarily for work in
the personnel area for the RAAF.

Air Vice-Marshal Margaret Staib, AM, CSC, FAICD

Appointed 2 May 2014; re-appointed 2 May 2017 to 1 May 2020; re-
appointed 2 May 2020 to 1 May 2023

» Nominee of the Chief of the Defence Force

» Chair of the MilitarySuper Reconsideration Committee
» Chair of the Defence Force Case Assessment Panel

» Chair of the Risk Committee

*  Member of the Audit Committee

» Director of ARIA Co Pty Ltd

Air Vice-Marshal Staib is a Director of QinetiQ Australia (since 2017), a Director of the Australian
Strategic Policy Institute (from 2015 — January 2021), a member of the industry advisory boards
of C|T Group (since 2018) and the Centre for Supply Chain and Logistics at Deakin University
(since 2017). She was appointed as the Australian Government Freight Controller in April 2020.
She is a member of the Royal Australian Air Force Active Reserve (since 2012), following a
distinguished career over three decades in the permanent Air Force. In December 2019, she was
appointed to the National Board of Chief Executive Women (CEW), in her capacity as ACT
Chapter Chair.

Air Vice-Marshal Staib is also a Division Councillor of the Royal Aeronautical Society (Australian
division) and a Northern Territory Defence and National Security Advocate (from 2017 —June
2020). Her military service included holding the position of Commander Joint Logistics and
Commandant of the Australian Defence Force Academy.

Air Vice-Marshal Staib formerly held the position of Chief Executive Officer of Airservices
Australia (2012-15). She was also a member of the Industry Advisory Board for the Centre for
Aeronautical and Aviation Leadership of Embry-Riddle Aeronautical University (2010-15).

Air Vice-Marshal Staib holds a Bachelor of Business Studies, Master of Business Logistics and
Master of Arts in Strategic Studies. She has received the United States Meritorious Service
Medal, the Outstanding Contribution to Supply Chain Management in Australia Award and was
appointed in 2009 as a member in the Military Division of the Order of Australia. In 2000, Air
Vice-Marshal Staib’s contribution and leadership in the field of ADF Aviation Inventory
Management was recognised when she was awarded the Conspicuous Service Cross.
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Dr Michael John Vertigan, AC

Appointed from 1 July 2017 to 30 June 2020; re-appointed 1 July 2020
to 30 June 2021

* Chair of the Board Governance Committee
*  Member of the Audit Committee

*  Member of the Risk Committee

« Director of ARIA Co Pty Ltd

Dr Vertigan has experience in the public, higher education, philanthropy and business sectors. He
is the former Chair of the AGEST Superannuation Fund (2004—08) and former Secretary of the
Victorian (1993-98) and Tasmanian (1989-93) Departments of Treasury and Finance. He has held
a number of academic appointments and is a former Chancellor of the University of Tasmania.

Dr Vertigan was the Independent Chair of the Gas Market Reform Group established by the
COAG Energy Council (from 2016—19). He has previously held appointments on corporate boards
and on a wide range of Commonwealth, state and territory government businesses, statutory
bodies and advisory panels. He was a Director of CSC (2011-16) and a member of the ComCare
Audit and Risk Committee (2016-19).

Dr Vertigan has a Bachelor of Economics (Hons) from the University of Tasmania and a PhD from
the University of California (Berkeley). Dr Vertigan was made a Companion of the Order of
Australia in 2004. He is a fellow of the Australian Institute of Company Directors (since 1998) and
the Institute of Public Administration of Australia (since 1994).

Mr Alistair Waters
Appointed 25 February 2020 to 24 February 2023

*  Member of the Audit Committee

+  Member of the Risk Committee

*  Member of the APS Reconsideration Committee
*  Member of the Member Outcomes Committee
« Director of ARIA Co Pty Ltd

Mr Waters is National President of the PSU Group of the Community and Public Sector Union
(CPSU) (since 2015). He has performed various governance, industrial, organising and policy roles
at the CPSU since 1997. Mr Waters has worked with and represented CPSU members working in
the ATO, Services Australia, Prime Minister & Cabinet and across the Australian Public Service
and broader public sector for many years.

Mr Waters was previously a Board Director at Trades Hall Building Limited (2015-18).

Mr Waters has a Bachelor of Arts degree in Politics, Philosophy and Sociology from Murdoch
University.
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Board meeting attendance

Table 6. Board and standing Board committee meeting attendance in 2020-21

Board meetings (8)
Board Member

Attended Eligible to attend

8 8
8 8
8 8
8 8
8 8
7 8
8 8
7 8
8 8

Patricia Cross
Ariane Barker
Melissa Donnelly
Chris Ellison
Garry Hounsell
Tony Needham
Margaret Staib
Michael Vertigan
Alistair Waters

Board committees

CsC
Board

Board Remuneration Member

Reconsideratio

Governance and HR Outcome

Established committees assist the CSC Board to carry out its responsibilities. Committee
members are appointed by the Board and each committee has its own Board-approved terms of
reference, which are reviewed from time to time.

The Board has four standing committees: the Audit Committee, the Risk Committee, the Board

CSC Annual Report 2020-21 35



Governance Committee and the Remuneration and HR Committee. All standing committees'
Terms of Reference are available on the CSC webpage https://www.csc.gov.au/Members/About-
CSC/Corporate-governance

Table 7. CSC Audit Committee

CSC Audit Committee

To assist the Board in discharging its responsibilities by providing an objective, non-executive review of
CSC’s financial reporting, taxation and regulatory compliance. Functions include:

» integrity of financial reports

» significant financial and accounting issues and policies
» regulatory requirements and compliance

» assurances on internal control and compliance systems

= audit effectiveness, independence, scope and planning.

Membership Attended Eligible to attend
Garry Hounsell 6 6
Margaret Staib 6 6
Mike Vertigan 6 6
Alistair Waters 6 6

Table 8. CSC Risk Committee

Risk Committee

To assist the Board in discharging its responsibilities by overseeing CSC'’s risk culture, risk frameworks and
management of risk. Functions include:

* business operations

* technology and cyber security

e fraud

* insurance

» business continuity and recovery
s liquidity

® investment governance

s counterparty risk compliance.

Membership Attended Eligible to attend
Garry Hounsell 5 5

Ariane Barker 5 5

David Coogan (consultant to 5 5
committee)

Margaret Staib 5 5

Mike Vertigan 5 5

Alistair Waters 5 5
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Table 9. CSC Board Governance Committee

Board Governance Committee

To assist the Board by advising and making recommendations on issues relevant to the corporate
governance of CSC and the identification, education and evaluation of directors. Functions include:

s critical review of corporate governance policies and procedures
» review of the skills of the Board and its committees

» support the Chair of the Board in respect to succession planning strategies for the Chair, Board and
the CEO

* review and evaluate induction programs, and identify ongoing professional development
requirements for existing directors

» develop and implement performance evaluation and improvements processes for the Board,
Committees and Directors.

Membership Attended Eligible to attend
Ariane Barker 6 6
Patricia Cross 6 6
Melissa Donnelly 6 6
Garry Hounsell 6 6
Michael Vertigan 6 6

Table 10. CSC Remuneration and HR Committee

Remuneration and HR Committee

To assist the Board by advising and making recommendations on issues relevant to its Remuneration Policy
and human resource obligations. Functions include:

» regular review of the Remuneration Policy, including assessment on its effectiveness and compliance
with the requirements of the Australian Prudential Regulation Authority's Prudential Standard SPS
510 Governance

* make recommendations regarding CEO remuneration

* make recommendations on the remuneration outcomes for CSC staff and on the investment pool
available for variable remuneration

» satisfy the committee that CSC’s people, policies and practices support the attainment of CSC’s
strategic goals.

Membership Attended Eligible to attend
Patricia Cross 7 7
Melissa Donnelly 7 7
Chris Ellison 7 7
Tony Needham 7 7
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Other Board committees

The Board has also established three committees which, on application by affected customers,
reconsider some decisions made under scheme legislation. These committees are the:

» Australian Public Sector Schemes Reconsideration Committee
» MilitarySuper Reconsideration Committee
» Defence Force Case Assessment Panel.

CSC may, from time to time, establish other ad-hoc committees to meet a specific requirement
or change. Currently CSC has one ad-hoc committee, the Member Outcomes Committee,
established in August 2019 to help the Board develop and implement practices to ensure that
CSC meets the requirements of the Australian Prudential Regulation Authority's Prudential
Standard SPS 515. The committee membership in 2020-21 included Tony Needham (Chair), Chris
Ellison, Ariane Barker and Alistair Waters.
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Our Governance

Introduction

The CSC Board aspires to best practice and to be a leader in governance policy
and practice. Our Board’s governance framework includes the following
policies (most of which are also available on our website):

« Board Charter

« Board Performance Evaluation Policy

« Board Renewal Policy

+ Business Continuity Management Policy

+ Conflicts Management Framework and Policy
« Diversity Policy

« Fit and Proper Policy

« Governance Framework

« Privacy Policy

+ Remuneration Policy

+ Whistleblower Protection and Public Interest Disclosure Policy

Following are the details of CSC’s regulatory requirements, our approach to
financial management, risk management, member outcomes and our
compliance program. Also outlined are the fraud control and internal audit
measures CSC has put in place.

Our regulatory requirements

CSC was established under the Governance of Australian Government Superannuation Schemes
Act 2011 (GAGSS Act) and is responsible for the super schemes covered in this report. Our
objectives and functions, as set out in CSC’s governing legislation, are outlined on page 6. Our
governing legislation establishes accountability arrangements for CSC, including annual reporting
to Parliament and tabling of audited financial statements.

CSC holds both a Registrable Superannuation Entity (RSE) licence and an Australian Financial
Services (AFS) licence, which means we are regulated by the Australian Prudential Regulation
Authority (APRA) under the Superannuation Industry (Supervision) Act 1993 and the Australian
Securities and Investments Commission under the Corporations Act 2001. CSC must uphold the
conditions of both licences and comply with financial services law.

CSCis also bound by provisions of the various Acts and Deeds that establish and govern our
individual schemes. Our regulated schemes must be managed and invested in accordance with
the CSS Act, the PSS Act, the MilitarySuper Act, the PSSap Act and the ADF Super Act, together
with any relevant Trust Deeds under these Acts.
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Our unregulated schemes are established by and must be administered in accordance with the
1922 Act, the DFRB Act, the DFRDB Act, the PNG Act and the ADF Cover Act, as relevant.

Our financial management

CSC’s finances are managed in accordance with the PGPA Act, our governing legislation and
relevant scheme legislation. A Board-approved budget is in place and the Board has delegated its
authority to individual staff to make and implement certain financial decisions.

Our risk management

Our Risk Management Strategy sets out CSC’s risk management principles, our risk management
framework and the underlying components and processes we use to identify, assess and mitigate
risks. Our Risk Appetite Statement describes the level of risk CSC is prepared to take on to
achieve its objectives. The Risk Appetite Statement (RAS) and Risk Management Strategy (RMS)
meet APRA’s requirements under Prudential Standard SPS 220 and both are reviewed at least
annually and updated as required. The RAS and RMS were last reviewed in September 2020.

Our compliance program

A detailed compliance program underpins CSC’s Risk Management Strategy, satisfying the
requirements of our RSE and AFS licences. Staff and certain service providers must regularly
certify that they comply with all relevant legislative requirements, contractual provisions,
regulatory policy and service standards, as well as any relevant licence conditions. Any instance
of non-compliance must be reported.

CSC’s Audit Committee oversees compliance reporting, including remediation if a breach has
occurred. CSC has a Breach and Compliance Policy that describes how to report such breaches
and this policy is distributed to our relevant service providers.

Fraud control

Strategies to manage the risks of fraud and corruption are set out in CSC’s Fraud Control and
Corruption Plan. The plan is reviewed annually and updated as required. The Fraud Control and
Corruption Plan is available on the CSC Website.

Internal audit

Internal audit provides independent assurance that an organisation’s risk management,
governance and internal control processes are operating effectively.

CSC operates an outsourced internal audit model where internal audit functions and services are
provided by KPMG under contract. CSC maintains internal oversight of the internal audit function
through the Chief Operating Officer portfolio. The internal audit function also has a direct reporting
line to the Audit Committee and may raise matters directly with the committee as necessary.

Internal audit undertakes approximately 10 audits per year spanning financial, operational and
regulatory subjects. A plan of audit topics is prepared on an annual basis. However, audits to
address changes to business priorities or to CSC’s risk profile can be initiated at any time by
either the Board or the Audit Committee. The Audit Committee’s annual internal audit plan takes
into account previously identified risks, the results and recommendations of previous internal
and external audits, legislative and regulatory changes and requirements, and anticipated
business changes.
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Member Outcomes

Member Outcomes is a regulatory initiative that came into operation on 1 January 2020. CSC
must demonstrate objectively and transparently that our customers and the business initiatives
we pursue and deliver are meeting the best interests of our fund customers and groups of
customers within our funds.

For CSC, Member Outcomes is about holding ourselves to account for our vision, our customer
promise and our customer commitments.

We deliver Member Outcomes through three core functions:

1. Providing adequate retirement savings.
2. Enabling customers to make informed and engaged decisions.
3. Embedding ease, efficiency and effectiveness into our products and services.

CSC has identified five core business capabilities that support the core functions:

Organisational governance.
Risk management.
People and culture.

Data management.

v A WwN e

Corporate effectiveness and infrastructure.

CSC is implementing the operational, reporting and accountability processes to ensure that
genuinely positive Member Outcomes are realised by our customers, in accordance with the
requirements of APRA's Prudential Standard SPS 515. CSC has implemented a structured
approach to the ongoing review and delivery of our Member Outcomes initiatives and activities.
This is a cyclical annual process that involves five primary steps:

1. Reviewing and refining the member and business outcomes that we continuously seek to
achieve.

2. ldentifying and formalising strategic objectives to defend, improve or achieve those
outcomes over planning periods of three years.

3. Developing a business plan, including key initiatives, that sets out how CSC will deliver on
its strategic objectives.

4. Undertaking an annual business performance review that examines performance against
outcomes and against the business plan.

5. Flowing from the business performance review, identifying the actions CSC will take
through future strategic objectives and initiatives to maintain, adjust or change practices,
anchored on a cycle of continuous review and delivery of Member Outcomes.

To 30 June 2021, CSC had undertaken the following activities as part of its Member Outcomes
implementation:

» Publication of the Board-approved Legislative Outcomes Assessment (9 March 2021).

» Annual Business Performance Review, completed for December 2020.

»  Member Outcomes Assessment, completed for December 2020.

» Development of Strategic Objectives, Key Business Initiatives and three-year financials
(October 2020-June 2021).

» Board approval of the 2021-24 Business Plan (June 2021).
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Our organisational chart

Board of

Directors

Chief

Chief Chief Chief ransformation
i i N General
Investment Customer Chief Risk Operating Counsel and
Officer Officer Officer Officer Information
Officer

Executive
Manager
Customer
Operations

Executive
Manager

Executive
Manager
People

Transformation

Executive
Manager
Investment
Operations

Our human resources

CSC’s workforce of 490 full- and part-time staff is organised into three primary functions:
Investments, Customer Innovation and Services, and Corporate. We also have stand-alone
Transformation and Technology, Risk and General Counsel units, which report directly to the
CEO.
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Table 11. Total permanent employees in current report period, 2020-21
L male | Female Indeterminate

0 8 2 0 0
Qld 2 1 g 0 0 0 0 0 0 3
SA 1 0 1 0 0 0 0 0 0 1
Tas 0 0 0 0 0 0 0 0 0 0
Vic 3 0 3 0 0 0 0 0 0 3
WA 0 0 0 0 0 0 0 0 0 0
ACT 197 5 202 186 40 226 0 0 0 428
Overseas 0 0 0 0 1 1 0 0 0 1
Total 224 6 230 194 43 237 0 0 0 467

Table 12. Total temporary employees in current report period, 2020-21

0 0 0 0 0 0 0
Qld 1 0 1 0 0 0 0 0 0 1
SA 0 0 0 0 0 0 0 0 0 0
Tas 0 0 0 1 0 1 0 0 0 1
Vic 0 0 0 0 0 0 0 0 0 0
WA 0 0 0 1 0 1 0 0 0 1
ACT 11 0 11 8 0 8 0 0 0 19
Overseas 1 0 1 0 0 0 0 0 0 1
Total 13 0 13 10 0 10 0 0 0 23
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Table 13. Total ongoing employees in previous report period, 2019-20

Indeterminate

0 6 0 0 0 25
Qld 2 0 2 0 0 0 0 0 0 2
SA 1 0 1 0 0 0 0 0 0 1
Tas 0 0 0 0 0 0 0 0 0 0
Vic 1 1 2 0 0 0 0 0 0 2
WA 0 0 0 0 0 0 0 0 0 0
ACT 202 5 207 188 41 229 0 0 0 436
Overseas 0 0 0 0 0 0 0 0 0 0
Total 225 6 231 194 41 235 0 0 0 466

Table 14. Total non-ongoing employees in previous report period, 2019-20

Indeterminate

2 0 2 0 0 0 0
Qld 0 0 0 0 0 0 0 0 0 0
SA 0 0 0 0 0 0 0 0 0 0
Tas 0 0 0 0 0 0 0 0 0 0
Vic 0 0 0 0 0 0 0 0 0 0
WA 0 0 0 0 0 0 0 0 0 0
ACT 5 0 5 7 0 7 0 0 0 12
Overseas 1 0 1 0 0 0 0 0 0 1
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Our employees' remuneration

Our Remuneration Policy outlines CSC’s objectives and the structure of our remuneration
agreements, including performance-based remuneration. CSC acknowledges the connection
between good risk management, customer outcomes and compensation, incentive and
remuneration. In this context, customers include current and potential customers and
employers. The policy is designed to:

» drive and reward the best possible risk (both financial and non-financial) management
practices and customer outcomes

» ensure that poor conduct and poor risk outcomes are recognised and not rewarded.

This policy complies with the requirements of APRA's Prudential Standard SPS 510 Governance. It
is approved by our Board and forms part of CSC’s risk management framework. It is an important
tool in our talent retention strategy.

As provided by the legislation establishing CSC, the GAGSS Act, the Remuneration Tribunal
determines the remuneration of CSC directors, including for members of the Audit Committee
and Reconsideration Committee. Remuneration is shown in the following tables.

Employees are engaged under individual contracts or in accordance with an Enterprise
Agreement, which transferred to CSC upon the merger of ComSuper and CSC on 1 July 2015.
Employees set annual performance objectives and personal development plans to enhance skills
and professional development, and to ensure that professional qualifications are maintained.

Our Performance and Development Policy outlines that CSC is committed to building and
sustaining a culture of strategically aligned performance and accountability. Actively planning
and reviewing the performance of our employees happens throughout the year with a formal
review taking place at the end of the financial year. A mandatory risk KPI which is relevant to an
employee’s work must be successfully met as a prerequisite to being considered eligible for any
variable remuneration component. The remuneration process is designed to encourage
behaviour that aligns with CSC’s values and that supports:

» protecting the interests, and meeting the reasonable expectations, of customers
» the long-term financial soundness of CSC and its subsidiaries
» CSC's risk management framework.
CSC places importance on remuneration objectives that are clear, transparent, equitable and

objectively determined.

Our remuneration arrangements for employees on individual contracts specify measures of
performance, a mix of fixed and variable remuneration components, and outline timing and
eligibility requirements relating to an employee’s role within the organisation.

Individual employment contracts indicate the maximum percentage of the employee’s total
remuneration package that the Board may determine to pay as a short-term cash amount each
year. However, these payments are made entirely at the discretion of the Board of Directors.

In determining variable remuneration to an individual, the Board of Directors gives consideration
to investment performance, corporate performance, individual performance and adherence to
CSC's values. Individual performance is measured relative to the achievement of key individual
performance objectives agreed at the start of each financial year. Investment performance is
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measured relative to the achievement of the published return target of the default investment
option over a rolling three-year period. Corporate performance is measured relative to the
achievement of the strategic and operational targets agreed by and reported to the Board of
Directors.

In consideration of the ongoing economic and social impacts of the COVID-19 pandemic on our
CSC customers, stakeholders and the wider Australian community, despite CSC employees
meeting the requirements to receive variable remuneration, blanket reductions were applied to
the variable remuneration pool approved by CSC’s Board in August 2020. A tiered reduction was
applied, whereby eligible amounts were reduced by 30% for executives and by either 20% or 10%
for other eligible CSC employees, depending on the size of their potential variable remuneration
component relative to their fixed component.

Employee salaries are benchmarked against the Financial Institutions Remuneration Group’s
(FIRG) market surveys. FIRG is a not-for-profit association of more than 120 banking and financial
services member organisations that share anonymous remuneration data to identify market
levels and trends. FIRG members match each of their employees to a role from approximately
1,200 potential job codes in FIRG’s General Remuneration Survey and in the case of senior
executives to around 150 positions in the Industry Leaders Survey.

FIRG distributes the survey data every six months. This data is used to determine if our
employees are already paid at market levels or whether a salary adjustment is needed for CSC to
remain a competitive employer. Our Board has final approval of the pool of recommended fixed
salary increases for employees and directly determines the remuneration of the CEO, with the
option of seeking external expert assistance as necessary.

In 2020-21, the Board chose not to undertake an annual review of fixed remuneration of CSC
employees in consideration of the hardship being experienced by all Australians due to the
COVID-19 pandemic.
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Table 15. Remuneration of key CSC management personnel, 2020-21

Ariane Barker
Patricia Cross
Melissa Donnelly
Chris Ellison
Garry Hounsell
Tony Needham
Margaret Staib
Michael Vertigan

Alistair Waters

Paul Abraham

Catharina Armitage

Peter Carrigy-Ryan

Robert Firth

Philip George

Damian Hill

Position title

Director

Chair (Term ended 30 June 2021)
Director (Appointed 1 July 2020)
Director

Director

Director

Director

Director (Term ended 30 June 2021)

Director

Executive Manager, Investment
Operations

Executive Manager, People
(Previously Head of People until 30
June 2021)

Chief Executive Officer (Retired 12
July 2020)

Chief Risk Officer

Executive Manager, Transformation
(Previously Special Advisor,
Member Outcomes until 31 July
2020 and Chief Transformation
Officer from 1 August 2020 until
30 June 2021)

Chief Executive Officer (Commenced
13 July 2020)

. Post- employment Other long-
Short-term benefits term benefits

Base salary

$
67,485
140,820
66,323
70,700
83,680
74,048
83,470
75,394

78,404

272,554

236,611

137,687

278,967

343,404

615,821

Bonuses $

57,737

32,558

128,521

55,116

16,459

Other benefits Superannuation
and contributions $
allowances $

o 6,411
= 13,378
° 10,214
= 10,888
° 7,950
o 11,403
= 12,854
o 7,163

= 12,074

= 25,000

- 25,000

- 20,292

° 25,000

= 2,541

- 25,000

Long-service
leave $

11,169

6,419

(1,498)

17,448

15,327

18,426

Total
remuneration $

Termination
benefits $

o 73,896
= 154,197
® 76,537
= 81,588
® 91,629
o 85,451
= 96,324
o 82,557

= 90,479

= 366,461

- 300,589

- 285,001

= 376,532

= 377,731

® 659,247

Of which
relates to

membership of
the Audit
Committee $

16,320

8,160
8,034

8,034



Post- employm
ort-term benefits oSt e pt?y -
benefits

Total
remuneration $

Of which
relates to
membership of
the Audit

Peter Jamieson

Andrew Matuszczak

Adam Nettheim
Alana Scheiffers
Alison Tarditi

Andy Young

Base salar Other benefits Superannuation Long-service o
Y Bonuses $ and contributions $ leave $ Termination

Position title $ allowances $ benefits $
Chief Customer Officer 384,807 76,188 - 25,000 19,187 -
Chief Transformation and Information
Officer (Previously Executive Manager,
Technology from 31 August 2020 until
30 June 2021) 301,530 - - 25,942 4,035 =
Executive Manager, Customer
Operations (Previously Head of
Customer Operations until 30 June
2021) 284,522 36,399 - 25,000 17,631 -
General Counsel 322,649 52,401 - 25,000 10,006 =
Chief Investment Officer 640,295 417,129 - 25,000 27,684 -

Chief Operating Officer 397,030 79,997 = 25,000 13,349 o

Table 16. Other highly paid staff

Total remuneration
bands

$230,001-$250,000
$250,001-$275,000
$275,001-$300,000
$300,001-$325,000
$325,001-$350,000
$350,001-$375,000
$375,001-$400,000

$400,001-$425,000

S erm benefits Other long-
Post- employment benefits term benefits

umberotother | Mvrsgeome  avsge AN | A ieaton TR romtn
highly paid staff salary $ Bonuses $ allowances $ benefits $
9 181,512 19,327 s 26,151 10,457 -
5 177,166 20,727 - 23,998 8,149 29,921
4 218,028 31,715 - 23,054 14,372 -
2 221,013 38,865 - 31,595 16,650 -
2 257,266 39,910 - 25,000 9,774 =
1 267,494 65,986 s 25,000 12,965 -
2 284,982 54,621 - 36,848 10,037 -
1 303,849 61,512 s 25,000 11,860 -

505,183

331,508

363,552

410,056

1,110,109

515,377

Average Total
remuneration $

237,446
259,961
287,169
308,122
331,949
371,444
386,488

402,222

Committee $




. Other long-
ort-term benefits y
Post- employment benefits term ben

Average Average Superannuation Average Long-
. Average Base Average Other contributions $ service leave $ Avt?ragfe
Total remuneration N.umber (?f other salary $ Bonuses $ benefits and Termm.a\tnon
bands highly paid staff allowances $ benefits $
$400,001-$425,000 1 303,849 61,512 - 25,000 11,860 -
$425,001-$450,000 1 335,276 81,643 - 25,000 7,757 -
$475,001-$500,000 1 351,962 57,120 - 25,000 43,747 -
$500,001-$525,000 2 354,506 103,310 - 25,000 18,546 -
$625,001-$650,000 1 326,553 272,144 - 25,000 14,126 -
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Average Total
remuneration $

402,222
449,676
477,828
501,362

637,823
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Our Investments

Introduction

CSC manages and invests five schemes:

« CSS (Commonwealth Superannuation Scheme)
« PSS (Public Sector Superannuation Scheme)
« MilitarySuper (Military Superannuation & Benefits Scheme)

« PSSap (Public Sector Superannuation accumulation plan, including
CSCri: Commonwealth Superannuation Corporation retirement income)

« ADF Super (Australian Defence Force Superannuation)

This section details how investment performance of these schemes affects a
customer’s superannuation benefit.

It also provides CSC investment performance to 30 June 2021, together with
information on our investment approach, strategy, internal governance,
environmental, social and governance practices as they relate to investments
and investment options.

How investment performance affects a customer’s benefit

The impact of investment performance on a customer’s benefit differs across our schemes.
Investment returns do not affect PSS contributing customers’ final benefits. Investment
performance has a greater impact on CSS contributing and deferred benefit customers and on
PSS preserved benefit customers because in those circumstances performance directly influences
a customer’s final benefit.

In some circumstances, investment returns also affect the Australian Government’s financial
outlays on customers’ benefits, such as in the case of PSS contributing customers.

For MilitarySuper, investment performance directly affects the final benefit for all customers,
together with a small part of the employer benefit for contributing customers.

Benefits in PSSap, ADF Super and CSCri (including transition to retirement income streams) are
directly affected by investment performance.

The 1922, DFRB, DFRDB and the PNG schemes are unfunded superannuation schemes. While CSC
administers these schemes, CSC does not invest monies for these schemes. Details of each
scheme’s structure is found in the Investment Options and Risk Product Disclosure Statement:
https://www.csc.gov.au/Members/Advice-and-resources/Product-Disclosure-Statement/
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Our investment approach

We aim to achieve consistent long-term returns within a structured risk framework. To achieve
this, we manage and invest each scheme’s investment option to enable its stated investment
objective within strictly defined risk limits. Each scheme is managed in a way that allows for
payment of monies to meet customer benefit payments and to achieve equity among all
customers, as well as exercising care and diligence to maintain and grow the assets of the
schemes.

CSC jointly invests the schemes in one pooled investment trust, providing economy-of-scale
benefits to customers of each regulated scheme.

Professional external investment managers are responsible for managing investments, which
enables investment options in each scheme to gain exposure to a number of different asset
classes. Target asset allocation and rebalancing ranges are set for each investment option. These
allocations and ranges are outlined in Table 18 on page 60.

Our investment strategy

Our investment strategy focuses on providing financial adequacy in retirement for all scheme
customers. The level of risk taken focuses on maximising the likelihood of achieving this outcome
for all CSC customers.

This means that CSC-managed investment portfolios, relative to those managed by other
superannuation fund providers, should preserve more wealth through periods of negative equity
market returns and capture a significant proportion, but not all, of the returns available through
very strong market conditions. Note, however, that through periods of strong equity market
returns, CSC customers’ investment returns should comfortably exceed targeted objectives.

Over the full investment horizon (that is, the length of time an investor expects to hold an
investment product), as more capital is preserved in weak markets and most of the returns are
captured in strong markets, the cumulative return to customers will be very competitive andthe
volatility of returns will be reduced.

Our investment governance

Our investment governance focuses on managing and pricing investment risks efficiently. CSC’s
primary objective is to achieve stated investment objectives within strictly defined risk limits.

Our Board has established a comprehensive investment governance framework, which includes a
clear statement of both Board and Executive responsibilities.

The CSC Board

Our Board is responsible for the sound and prudent management of the assets of CSC’s schemes.
It sets, reviews and oversees the investment strategy, mission statement and core investment
beliefs. It approves and monitors investment strategies for each investment option, agrees the
budget and determines appropriate delegations.

To approve CSC’s investment strategy, factors such as CSC’s specific scheme-membership
characteristics — including demographics, perceived organisational comparative advantages,
scale (as measured by funds under management) and the broader investment environment — are
all explicitly considered.
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To approve an investment strategy for an individual investment option, the Board considers the
objective, in terms of return and risk measures, and the investment horizon, in the context of
these factors.

Our Board delegates management of investment activities to relevant members of the Executive.
Reports on approved investment policies, investment performance, liquidity, risk, external
investment manager and portfolio activity, portfolio structure, capital allocation and the risk
budget are submitted and discussed at every Board meeting.

Our Investment team

Our Investment team advises the Board on investments, implements Board-approved strategies

and manages all investments that fall within Board-approved delegations. The team is led by the
Chief Investment Officer (CIO) and manages investments in a manner consistent with the Board’s
investment strategy, its decisions on asset allocation and its detailed investment policies.

Our Investment team performs two major functions:
= It executes investment strategy, option design and risk budget deployment, and monitors
the evolving risks and opportunities for each fund as well as for broader financial markets.

» It identifies the most efficient implementation channels for investment strategies, where
‘efficient’ is defined as the highest prospective, net (of fees), return per unit of risk.

Both functions are fulfilled by specialist senior investment managers, supported by investment
analysts, who report directly to the CIO.

Our Investment Operations team

Our Investment Operations team is led by the Executive Manager Investment Operations. This
executive position reports to CSC’s Chief Operating Officer, who reports to the CEO.
Responsibilities of the Investment Operations team include:

* implementation of investment team decisions, in accordance with Board-approved
delegations

» management of CSC’s custodial relationship and its associated activities

e assurance that CSC’s external investment managers comply with all CSC requirements

» conduct of operational due diligence.

Investment managers

Under scheme legislation, CSC is required to invest through external investment managers. On
the recommendation of the ClO, the Board approves the appointment of ‘investment-grade’
managers who may be appointed at any time by CSC.

Investment managers are selected for their specific expertise and invest according to individual
mandates set by CSC that address our specific portfolio requirements. These mandates provide
direction to the type of investments to be held, the maximum and minimum holdings for each
investment type, and target rates of return and risk limits.

External investment managers are paid fees that are designed to align the interests of our
external managers with that of our customers, to encourage portfolio decisions that prioritise
rewarded risk taking.

Fees reflect investment costs applicable to each asset class category and the investment style of
each manager.
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A note on fees

With the new Your Future, Your Super regulations, there has been an explicit stand-alone focus
on fees, in isolation from net returns or risk. The ambition of this policy is to make the complex
simple and to standardise the way that fees are reported. However, anomalies and subjectivity
remain. CSC has always focused on the value that we derive from the costs that we incur, rather
than on costs in isolation. Importantly, super funds with lower fees don’t necessarily offer the
best value, nor the most sustainable value, as savings transition across changing market
environments.

We believe that what ultimately matters is the wealth that is able to be preserved as well as
grown to ensure income in retirement is reliable. We expend costs not just to transact assets but
importantly to reinvest in them, sustain their cashflow generation and enable them to continue
to compete effectively as the world around them evolves. We also incur costs in building
diversified sources of returns that contribute to the resilience of our customer’s portfolios,
making them less vulnerable to market conditions that may not always be benign, over the
timeframes that matter to our customers, all the way up to and beyond retirement.

In short, we are incurring costs to increase the probability of our average member achieving a
comfortable retirement through portfolio diversification, high-quality private assets and agile
asset allocation. We are conscious that value is not price and that we invest alongside market
participants with different agendas, time horizons and appetites for loss.

Examples of assets that are not able to be accessed cheaply include high-quality private
infrastructure like windfarms and satellites, private companies where the owners control the
business and have expertise in the industries and ecosystem in which it operates, and property
assets where the costs of operating and pro-actively managing the assets to maintain their
experiential, green and technology-efficient offerings are more visible and explicit than those
involved in generic exposures to very small shares in such assets through listed markets (where
these costs are subsumed in net returns).

Risk is all about what happens next, rather than events to date. We are constantly preparing our
portfolios to be able to cope with the potential scenarios that can occur going forward. Today
those scenarios span the gamut of much higher inflation, a return to recession conditions,
'goldilocks' growth resumption, and hyperinflation. Debt levels are at all-time highs. Interest
rates are at all-time lows. Governments are increasing their public investments in energy
transition. And the disinflationary cross-current of technological change remains a
transformative influence on companies everywhere. Not much is certain but the type of asset
allocation that is required for the future is unlikely to be what worked in the past.

Environmental, social and governance factors

We are proactive asset owners and engage with companies that our customers’ savings are most
exposed to in order to support areas such as smooth transitions in the use of energy in the
economy and robust and accountable management of human resources in the companies’ day-
to-day operations (for example, pollution and carbon footprint). We concentrate on
understanding the robustness of our investee companies’ governance frameworks and focus on
observing their consequences. We believe that when these are done well, management of
environmental, social, human capital and other strategic risks is more likely to also be robust.

Customer savings are proactively invested in the infrastructure, technologies and innovations of
the future to both improve the retirement outcomes of customers financially but also contribute
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positively to the environmental, social and governance (ESG) goals of society (e.g., United
Nations Social Development Goals, or SDGs). Case studies are available online and include
renewable energy projects, biotech and pharmaceutical solutions, healthcare services, data
centres, telecommunication satellites, affordable and reliable access to water and sanitation,
energy and education.

We endeavour to integrate consideration of all relevant risk factors into our investment process,
including those that have the potential to impact future franchise values over long horizons. We
take this responsibility seriously and we have been recognised globally for our innovation and
market-leading approach by the United Nations’ PRI innovation awards, the Bretton Woods I
Most Responsible Asset Allocator Initiative and the Asian Investor Excellence Award in the
categories of governance, innovation, ESG engagement and COVID-19 response.

We actively pursue the principles of good governance in our operations and seek them in the
companies in which we invest. Poor governance, sometimes evident in poor environmental and
social practices, can be a sign of poor corporate management and may lead to a decline in the
value of our customers’ investments. We seek to identify these risks and mitigate them, where
they are potentially material to our customers’ superannuation savings. To this end, CSC is an
active owner of all our investments. Our mission is to create and steward enduring wealth for our
customers.

Our ownership is prosecuted through several channels, including:
» voting on all shareholder resolutions of our Australian and international investee
companies

« voting on all private capital advisory board resolutions, where an advisory board position is
held

* publicly communicating our ESG and proxy voting policies and practices, to which our
external managers are asked to adhere

» engaging constructively and proactively with our material public-investee companies in
Australia, to deepen internal corporate governance and fit-for-purpose strategic execution

» directly influencing governance practices and decision-making in our private capital
investments

» committing to reflect these practices firstly in our own governance and innovation
execution, for example:

* In 2002 we founded an industry-first research capability after recognising an industry-
wide gap in understanding and measuring of the impact of ESG factors on investment
portfolios. This allowed us to gain insight and actively engage with Australian public
companies that we materially invest in regarding their governance practices,
environmental footprints and the social externalities of their operations.

* In 2006 we were an early signatory to the United Nations—backed Principles for
Responsible Investment (PRI), founded in April 2006 (see more below).

* In 2009 we were the first Australian fund to have its portfolio carbon footprinted by
the Climate Change Institute.

* In 2015 we were an early signatory to the Montreal Carbon Pledge (see more below).

CSCiis currently:

» rated A+ by the PRI global benchmarking exercise on responsible-investment prosecution
by asset owners and managers
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* in the top 20% of the 2019 global Most Responsible Asset Allocators Initiative. This follows
on from CSC'’s position among the most responsible asset allocators among Sovereign
Wealth Funds and Government Pension Plans around the globe in the inaugural leaders list
in 2017.

CSC’s investment approach is aligned with the Paris Agreement, which seeks to limit the increase
in the global temperature to ‘well below 2 degrees C’ above pre-industrial levels. This is also
consistent with the Australian Government’s ratification of the Agreement in 2016. We also
publicly support the Task Force on Climate-related Financial Disclosures, established by the
Financial Stability Board.

We believe, as Harvard University research also attests, that voice is much more powerful than
divestment where companies do have the capacity to improve and execute change well.
Divesting from a coal mine, for example, changes the shareholding of that mine but doesn’t
necessarily shut down the production from that mine and therefore has no impact on the
environment. Engagement works much more effectively when it's collective and there is a
material shareholding representing that voice.

This is why we have been a signatory to the Carbon Disclosure Project since 2002.

+ We have collaborated with other leading investors to engage companies to reduce their
carbon emissions, safeguard water resources and protect forests.

+ An example of the effectiveness of that is in 2021 we were one of 168 institutional
investors from 28 countries to engage with more than 1,300 companies, representing
about SUS28 trillion in market capitalisation and producing more than 4,700 megatonnes
of carbon dioxide (equivalent to more than the entire European Union's carbon emissions)
to improve reporting of their carbon emissions and what they're doing to reduce them.

« By improving transparency, we support capital markets to be part of the solution to an
inclusive, robust and fast transition to a new energy mix.

Over the past year, our engagement meetings with companies have typically focused on
corporate governance and overall strategy, including but not limited to climate change.

On climate change, we have focused on supporting:

* transparent reporting of risks at the standard recommended by the Task Force on Climate-
related Financial Disclosures

= including utilisation of different climate-related scenarios to test resilience of companies’
asset bases.

We have been proactively triangulating corporations' financial value with their exposure to long-
term and often slow-to-manifest governance, environmental and social risks for more than two
decades, work recognised by the United Nations Innovation Award for Sustainability in 2003 and
still acknowledged as global best practice today. We use these measures and others to actively
engage with public and private companies that we own on your behalf when the potential to
monetise better practices is material, and we vote on all shareholder resolutions proposed by all
our public companies.

In particular, we have been focusing on our investment managers and service providers in the
last few years to understand how they identify, manage and monitor risks of modern slavery in
their supply chain. This has culminated in CSC’s Modern Slavery Statement which has been
published online: https://www.csc.gov.au/-/media/Files/Corporate-Governance-files/Modern-
Slavery/CSC-Modern-Slavery-Statement-2019-20.pdf
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During 2020-21, we also reviewed and assessed our investment manager and advisor pandemic
risk management plans and practices to ensure they had satisfactory COVID-19 risk management
and return-to-work contingency planning to protect against investment or operational failures,
including staff health and safety.

Principles for Responsible Investment

In November 2006, CSC was among the earliest signatories of the United Nations—supported
Principles for Responsible Investment (PRI, founded in April 2006). PRI provides a framework for
institutional investors to align investment activities with the broader interests of society while
maximising long-term returns for their beneficiaries.

The six principles of PRI and its signatories are:

»  We will incorporate ESG issues into investment analysis and decision-making processes.

»  We will be active owners and incorporate ESG issues into our ownership policies and
practices.

*  We will seek appropriate disclosure on ESG issues by the entities in which we invest.

*  We will promote acceptance and implementation of the Principles within the investment
industry.

»  We will work together to enhance our effectiveness in implementing the Principles.

» We will each report on our activities and progress towards implementing the Principles.

Montreal Carbon Pledge

We are a signatory to the Montreal Carbon Pledge which is supported by PRI. It aims to increase
investor awareness, understanding and management of climate change—related impacts, risks
and opportunities. Under the pledge, we commit to measuring and disclosing, on at least an
annual basis, the carbon footprint of our public market equities portfolio.

Table 17. CSC’s public market equities carbon footprint at 30 June 2021

CSC listed equities Benchmark Difference

Carbon footprint* 62 80 18

* Carbon footprint is measured in tonnes of CO%e (Scope 1 + Scope 2) per AUD million invested (as at 30
June 2021).

**please note that in the 2019-20 Annual Report there was an error in this table — it should have read
"tonnes of CO? emissions per AUD million".

At present we have over A$1,097 million invested in high-quality private and public assets
including wind farms, waste management infrastructure projects and renewable energy
initiatives that add to the net new supply of facilities (as at 30 June 2021).

These investments reduce our portfolio carbon emissions by over 427,000 tonnes of CO? per
annum, compared to having this money invested passively to meet a similar level of energy
demand (for financial year to 30 June 2021).

CSC has been investing in new-energy-system assets for over two decades both directly, through
our private asset portfolio, and via tailored public market indices. By being a first mover, we have
been able to avoid trade-offs more easily accepted by charitable organisations and instead

capture strong financial returns for our customers which also deliver positive impact in the world
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our customers will retire into. By way of example, we were an early investor in windfarms,
acquiring in 2015 half of the largest wind farm in the southern hemisphere at that time,
Macarthur Wind Farm.

This investment has generated strong returns of 14% per annum to December 2020 because we
recognised the structural tailwinds to renewables before others did and were therefore able to
make a very low-risk investment at a relatively low price per megawatt of generation capacity.
Our competitors who have followed us into renewable energy have been assuming greater risk
and paying up to 68% more than we did. We have also invested in solar farms and wind farms in
both Australia and Europe, as discussed earlier.

We understand that sustainable investing is not just about renewable energy. To mitigate the
risks arising from the global population's challenging demands on natural resources, our most
recent initiative has been to actively reduce our exposure to companies that misuse scarce
natural resources. Compared to the standard passive International Equity Index, this has
effectively halved water use and waste produced by companies in that particular segment of our
international shares portfolios. Domestically, our investment in a multi-utility infrastructure
business promotes better use of precious resources like water and land.

We are continuously researching and introducing innovations to our portfolio to reduce our
carbon emissions. For example, in striving for continuous improvement, we introduced additional
innovations into our public equity portfolio in this financial year. We expect these initiatives to
further reduce our carbon footprint by around 10%:

» investing in an index tracking international equity portfolio optimised to reduce carbon
exposure, rather than the more common market-capitalisation weighted index, which
reduces our carbon footprint by approximately 50% relative to benchmark

» introducing a resource efficient mandate optimising exposure to companies that
demonstrate efficient consumption of water, energy and waste reduction.

Further details are available on our Climate Change Factsheet on our website.

CSC Annual Report 2020-21 59



Our investment options

Table 18. CSC investment options at 30 June 2021

Minimum
suggested
time frame

Investment option
(scheme)

Objective Target asset allocation
including CSCri TRIS

(ranges)

CSCri standard target
asset allocation
(ranges)

Cash (CSS, PSS,
MilitarySuper,
PSSap, CSCri and
ADF Super)

Income

Focused
(MilitarySuper,
PSSap, CSCri and
ADF Super)

Default Fund
(CSS/PSS)
Balanced
(MilitarySuper
and CSCri)
MySuper
Balanced
(PSSap and
ADF Super)

Aggressive
(MmilitarySuper,
PSSap, CSCri and
ADF Super)

To preserve One
capital and earn a

pre-tax return in

line with that of

the Bloomberg

AusBond Bank

Bill Index by

investing 100% in

cash assets

Three Low to
medium

To outperform
the CPI by 2% per
annum over 10
years

Medium
to high

To outperform Five
the CPI by 3.5%

per annum over

10 years

To outperform Six High
the CPI by 4.5%

per annum over

10 years

Very low

1 year

5 years

10 years

15 years

Cash 100% (100%)

Cash 21% (10-100%)
Fixed interest 26%
(10-100%)

Equities 16% (0—-40%)
Property 19%
(0-35%)
Infrastructure 6%
(0-35%)
Alternatives 12%
(0-70%)

Cash 4% (0-65%)
Fixed interest 18%
(0-65%)

Equities 47%
(15-75%)
Property 8%
(5-25%)
Infrastructure 4%
(0-20%)
Alternatives 19%
(0-30%)

Cash 2% (0-35%)
Fixed interest 4%
(0-35%)

Equities 67%
(20-95%)
Property 11.5%
(0-50%)
Infrastructure 5.5%
(0-50%)
Alternatives 10%
(0-70%)

Cash 100% (100%)

Cash 30% (10-100%)
Fixed interest 23%
(10-100%)
Equities 12% (0—
40%)

Property 19%
(0-35%)
Infrastructure 6%
(0-35%)
Alternatives 10%
(0-70%)

Cash 15% (0-65%)
Fixed interest 15%
(0-65%)

Equities 40%
(15-75%)
Property 8%
(5-25%)
Infrastructure 4%
(0-20%)
Alternatives 18%
(0-30%)

Cash 2% (0-35%)
Fixed interest 6%
(0-35%)

Equities 60%
(20-95%)
Property 11.5%
(0-50%)
Infrastructure 5.5%
(0-50%)
Alternatives 15%
(0-70%)

Note: Investment risk bands and labels (used by CSC’s standard risk measure) are explained in
the Investment Options and Risk booklet, which is part of each scheme’s Product Disclosure
Statement (PDS).
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Our investment performance

Investment performance for each option is calculated after fees and taxes (please note that past
performance is no indication of future performance).

Performance is calculated based on the actual value of investment option assets as at the end of
the quoted performance period (which is 1 July 2020 to 30 June 2021 for this report) and is
indicative only of the returns that a customer achieves on their investment.

Earning rates (for CSS and PSS) and unit prices (for MilitarySuper, PSSap, CSCri and ADF Super)
are used for daily customer transactions and will determine the actual performance a customer
achieves based on the timing and amount of their individual transactions. The earning rates and
unit prices are determined based on the best available information at the time they are declared.
Valuations are incorporated into the calculations for earning rates and unit prices as soon as
practical after they are received.

Using earning rates or unit prices to calculate investment performance for the 1 July 2019 to 30
June 2020 period will provide similar — but not identical — returns to the investment performance
figures published below in tables 18-24.

Analysis of CSC’s investment performance is included in our Chair’s report on page 10 and in the
Annual Performance Statements on page 16.

Table 19. CSS investment performance to 30 June 2021

Objective lyear 3years b5years 7years 10years 15years
% % pa % pa % pa % pa % pa
Australian inflation 34 1.5 1.7 1.6 1.8 2.2
Options
Default Fund To outperform the CPI by 18.4 8.2 8.7 8.2 8.5 6.6
3.5% per annum over 10 years
Cash To preserve capital and earn a
Investment pre-tax return in line with that
Option of the Bloomberg AusBond

Bank Bill Index by investing
100% in cash assets

Table 20. PSS investment performance to 30 June 2021

Objective lyear 3years b5years 7years 10years 15years
% % pa % pa % pa % pa % pa
Australian inflation 34 1.5 1.7 1.6 1.8 2.2
Options
Default Fund To outperform the CPI by 18.3 8.0 8.6 8.1 8.4 6.5
3.5% per annum over 10 years
Cash To preserve capital and earn a 01 08 1.1 13 1.8 28
Investment pre-tax return in line with that
Option of the Bloomberg AusBond

Bank Bill Index by investing
100% in cash assets
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Table 21. MilitarySuper investment performance to 30 June 2021

Objective lyear 3years b5years 7years 10years 15years
% % pa % pa % pa % pa % pa
Australian inflation 3.4 15 1.7 1.6 1.8 2.2
Options
Cash To preserve capital and earn a 0.0 0.8 1.1 1.3 1.8 2.8

pre-tax return in line with that
of the Bloomberg AusBond
Bank Bill Index by investing
100% in cash assets

Income To outperform the CPI by 2% 7.8 6.1 6.1 6.2 5.8 4.8
focused per annum over 10 years

Balanced To outperform the CPI by 18.2 8.0 8.6 8.1 7.9 5.7
(default) 3.5% per annum over 10 years

Aggressive To outperform the CPI by 23.7 11.3 11.2 10.4 9.7 6.2

4.5% per annum over 10 years

Table 22. PSSap investment performance to 30 June 2021

Objective lyear 3years b5years 7years 10years 15years
% % pa % pa % pa % pa % pa
Australian inflation 34 1.5 1.7 1.6 1.8 2.2
Options
Cash To preserve capital and earn a 0.0 0.8 1.1 1.3 1.8 2.8

pre-tax return in line with that
of the Bloomberg AusBond
Bank Bill Index by investing
100% in cash assets

Income To outperform the CPI by 2% 7.9 6.2 6.1 6.2 6.3 515
focused per annum over 10 years

MySuper To outperform the CPI by 2%

Balanced per annum over 10 years 18.2 8.0 8.5 8.0 8.4 6.5
(default)

Ancillary To outperform the CPI by 18.2 8.0 8.5 8.0 8.4 6.8
Balanced 3.5% per annum over 10 years

Aggressive To outperform the CPI by 23.7 11.3 11.2 10.4 10.3 7.6

3.5% per annum over 10 years
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Table 23. CSCri investment performance to 30 June 2021

1year % 3 years % pa 5 years % pa

Australian inflation 34 1.5 1.7
Options

Cash 0.0 0.9 1.3
Income focused 8.9 7.0 6.7
(default)

Balanced 15.5 7.6 8.5
Aggressive 24.0 12.0 12.0

7 years % pa

1.6

1.6
6.8

8.3

11.3

8 years % pa
1.8

1.7
6.5

8.8
12.1

Note: The date of inception of the Cash, Income Focused and Balanced options was 7 May 2013,

and 25 June 2013 for the Aggressive Option.
Table 24. CSCri TRIS investment performance to 30 June 2021

Objective 1year %
Australian inflation 3.4
Options
Cash To preserve capital and earn a pre-tax 0.0
return in line with that of the Bloomberg
AusBond Bank Bill Index by investing
100% in cash assets
Income focused To outperform the CPI by 2% per annum 8.1
over 10 years
Balanced (default) To outperform the CPI by 3.5% per 18.4
annum over 10 years
Aggressive To outperform the CPI by 4.5% per 24.1

annum over 10 years

Table 25. ADF Super investment performance to 30 June 2021

Objective 1year %
Australian inflation 3.4
Options
Cash To preserve capital and earn a pre- tax 0.0
return in line with that of the Bloomberg
AusBond Bank Bill Index by investing
100% in cash assets
Income focused To outperform the CPIl by 2% per annum 7.8
over 10 years
MySuper Balanced To outperform the CPI by 3.5% per 17.9
(default) annum over 10 years
Aggressive To outperform the CPI by 4.5% per 23.4

annum over 10 years

3years % pa 4years % pa

1.5 1.7
0.8 0.9
6.3 6.4
8.1 8.5
11.5 11.4

3years % pa 5 years % pa

1.5 1.7
0.8 1.1
6.0 6.0
7.8 8.4
11.2 11.2
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Our Superannuation
Services

Help for our customers

We strive to provide superannuation services that are relevant, reliable and helpful
to our customers. We want our customers to be able to make informed decisions
about their superannuation and their future income needs.

We provide to our customers:

« general information delivered over the phone and by email

« secure access to online services (account balances, investment options)

« education and general advice via public and in-house seminars and webinars

« general advice delivered person-to-person (known as ‘one-to-one
consultations’)

« personal financial advice from financial planners who are salaried CSC
employees authorised to provide advice by Guideway Financial Services (ABN
46 156 498 538, AFSL420367).

Our services to customers are described in more detail below.

Help for our employers

In addition to services for our customers, we also help our many employers to meet their
superannuation responsibilities.

We provide to our employers:
» a CSC employer relationship manager who provides organisational-level support regarding

superannuation

» training for payroll and HR staff, including salary for super, super contributions and choice of
fund obligations

» an Employer Service Desk located in our Canberra headquarters to answer general questions
about superannuation.
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Our customers’ and employers’
satisfaction with our services

We continue to focus on improving our service and engagement, designed to help our customers make
informed decisions to achieve their retirement goals. While our end-to-end support of customers
(reflected in our overall NPS results) has improved for some customers, others tell us there is still room
for improvement.

Our June 2021 NPS score was -12, a decrease of 2 points from our score in June 2020. While the overall
NPS score dropped, this was primarily due to perceptions of ADF preserved customers. Contributing
customers’ NPS rose across all schemes to +16.

We continue to expand the number of touchpoints where we measure customer satisfaction, to ensure
we better understand our performance and where to target our improvement actions. Over 2020-21
we started surveying customers as they retire and as they roll out their super to other funds. A focus for
our improvement actions this year was our engagement and set-up of new customers and our annual
statements, both of which have seen improved satisfaction.

Employer NPS overall sits at +27 and satisfaction with our employer training services continues to score
highly, at an NPS of +78. More information about our employer satisfaction can be found on page 26.

Seminars for customers

In 2020-21, the COVID-19 pandemic continued to impact our seminars for customers. With domestic
travel restricted and departments limiting on-site visits, we could not deliver face-to-face seminars as
consistently as usual. Web-based delivery became common and our learnings are informing how we
might continue to make use of digital service delivery in future.

We delivered 231 seminars throughout the year, giving customers across the country access to
important information. Of this total, 150 seminars were live webinars. Customers are increasingly
consuming our webinars on-demand at times that suit them.

Our seminars and webinars provide superannuation scheme-specific information, as well as strategies
for our customers to consider when preparing for their retirement. These include:

*  How much super will | need?

e Amlon track?

»  Should I make extra contributions?

e What is the right investment option for me?

» Dol need extra insurance cover in the unlikely event something goes wrong?

* Is now the right time to get personal advice for my needs and goals?

Customers tell us they are very satisfied with our seminars and webinars. Their written feedback
references making the complex understandable and providing information that was helpful and useful.
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Military one-to-one consultations

Our education team provides general advice on superannuation and retirement planning to individual
military scheme customers. In 2020-21, we provided over 4,000 one-to-one consultations. These are
typically conducted face to face but with COVID-19 restrictions in place we moved many to the phone to
maintain service to customers.

Sessions covered general advice relevant to individual customers, including how to contribute to
superannuation, how to access superannuation at retirement, what benefit options are available and
how superannuation is taxed.

Military customers are generally very satisfied with their one-to-one consultation. Their written
feedback references the provision of information professionally by a trusted source.

Personal financial advice

In 2020-21, our financial planning team met with more than 2,400 customers. With COVID-19
continuing to affect many customers’ financial uncertainty, the Financial Planning team extended its
offer of 15-minute general advice meetings for customers needing more complex information. This
service was provided to over 1,200 customers.

Personal financial advice was provided to 285 customers, including topics such as:

¢ How much do | need to retire?

»  How can | plan for retirement?

*»  How long will my money last?

*  How can | reduce debt?

= How can | plan for lifestyle goals such as renovations and holidays?

*  How can | achieve other long-term goals such as leaving an inheritance?

Customers told us they were generally very satisfied with the advice they received. Their written
feedback referenced providing honest, practical, straightforward advice to solve complex issues. Many
customers appreciated that their financial planner was a salaried CSC employee who was not paid
commissions and did not receive any financial incentives.

Fee-for-service advice for customers

Personal financial advice has been provided to customers on a fee-for-service basis since CSC first
offered advice in early 2013. Fee-for-service means customers only pay for the time their financial
planner takes to prepare and deliver their financial plan.

Our financial planners are employed by CSC

CSC employs an Authorised Representative model in which our financial planners are employed by CSC
and business management is provided by CSC. Under this arrangement, CSC’s financial planners are
authorised to provide advice by Guideway Financial Services (ABN 46 156 498 538, AFSL 420367).
Guideway is a licensed financial services business which supports CSC financial planners to provide
customers with specialist advice, education and strategies.
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Salaried employees

Our financial planners are salaried employees of CSC. Their performance is assessed on a combination of
activity and quality metrics, including the number of customer appointments they conduct, the number
of financial plans they deliver, their adherence to CSC’s values and customer satisfaction levels with the
service and advice they provide.

Help for our customers by phone, email
and self-service

By phone
In 2020-21, we answered more than 217,360 phone calls from our customers.

Customers contacted us for help with many general superannuation matters ranging from
superannuation benefits, benefit options and taxation of superannuation, to advising us of changes to
their email address, postal address and other personal information.

From July 2020 to 31 December 2020, the Government allowed an extension of the Special Early Release
Program of up to $10,000 from superannuation accounts.

There was an increase in calls from Defence customers in early 2021, due to the recent changes in the
tax treatment of some invalidity benefit payments as a result of a Full Federal Court decision made in
December 2020.

By email

Customers also requested general information about superannuation via email. In 2020-21, we replied
to 108,368 emails from our customers.

By self-service

Customers also took advantage of a range of self-service functions. In 2020-21, customers completed
15,100 self-service transactions through our phone system. Our online service portals were logged into
by customers 569,327 times during the year.

Customer complaints

The total number of complaints received in 2020-21 was 724, compared to 607 in the previous financial
year. More information about customer complaints can be found in Section 7 of this report.

Changes to the superannuation industry have occurred throughout the course of this financial year, such
as the extension of the COVID-19 early release payment scheme. We have also seen fluctuations in
investment returns, customers concerned with environmental, social and governance impacts on
superannuation and an ATO court ruling resulting in taxation changes for some MilitarySuper and
DFRDB customers.

These and other factors have contributed to an increase in formal complaints across most funds.

Formally recorded complaint volumes are expected to increase again in the 2021-22 financial year, when the
Internal Dispute Resolution regulatory guide RG271 is introduced on 5 October 2021. This will result in some
existing enquiry types/expressions of dissatisfaction by customers, being classified as formal complaints.
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Our Superannuation
Schemes

Introduction

We manage 11 superannuation schemes for Australian Government employees and
members of the Australian Defence Force. Our functions in relation to our
superannuation schemes are set out in our governing legislation, outlined on pages
6-7.

This section details our performance in relation to these functions for each scheme in
2020-21.

Scheme legislation and Trust Deeds

From time to time, changes are made to scheme legislation and Trust Deeds. Changes made during
2020-21 are detailed in the individual scheme subsections of this section.

Reviewing decisions and complaints

Decisions that we make are subject to both internal review — called the reconsideration process —and to
external review by other bodies.

We have formal procedures to resolve customer complaints. These procedures comply with the
Corporations Act 2001 and the Association of Superannuation Funds of Australia (ASFA) Best Practice
Guide and reflect the guiding principles of Standards of Australia AS ISO 10002—2006: Customer
Satisfaction, guidelines for complaints handling in organisations.

The number of complaints received in 2020-21 is shown with each superannuation scheme report on
the following pages. We also received seven complaints where the complainants were unable to be
identified.

Table 26. Complaints received from unidentified sources

In 2020-21, CSC received seven complaints from customers unable to be identified. These related to
ethical investments, access to our online services portal and electronic communication methods.

2019-20 2020-21
2 7

Table 27. 'Other' complaints

CSC received one 'other' complaint, concerned with access to information regarding estate handling.

1
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CSS
Commonwealth Superannuation Scheme

Overview of CSS

CSS is a public sector scheme established on 1 July 1976 by the CSS Act. It closed to new customers on
30 June 1990. CSS is a hybrid scheme (part accumulation, part defined benefit) where benefits derive
from customer and employer-financed benefits.

The accumulation benefit is formed by customer and productivity contributions, and fund earnings. The
defined benefit is the employer-financed amount, which in most cases is paid as a lifetime non-
commutable indexed pension.

CSS membership

Figure 1. Number of CSS customers and pensioners over five years

Note: Figures are at 30 June of each year. ‘Pensioners’ represents the number of pension accounts, not the exact number of pensions (e.g.,
multiple recipients such as a spouse and orphan children may be paid under one account).

CSS administration
Contributions

Contributing customers can make both basic and supplementary contributions into CSS from their after-
tax income. They can also voluntarily contribute into PSSap (see pages 85—88 for more details).

Figure 2. CSS customer contributions

Sm

Note: This chart shows basic and supplementary contributions.
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Employer productivity contributions

Most employers typically pay a fortnightly productivity contribution into CSS. The amount is
based on a customer’s super salary. Some customers may also have an unfunded productivity
component that relates to contributions before 1 July 1990.

Figure 3. CSS employer productivity contributions over five years

$m

Benefit payments
Lump sums and pensions

Generally, benefits cannot be paid until minimum retirement age is reached. However, benefits
may become payable if a customer is retrenched, becomes totally and permanently incapacitated,
or dies.

Figure 4. CSS pension payments over five years

Sm
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Figure 5. CSS lump sum payments over five years

$m

Note: Lump sums are paid from the CSS fund and by the Australian Government

Invalidity and death benefits
CSS provides invalidity and death benefits.

Contributor benefits are based on the entitlement the customer would have received, had they
worked to age 65, subject to any pre-existing medical conditions being assessed. Benefits after
age 65 are based on the account balance at the date of retirement or death.

Benefits may also be payable to customers with deferred benefits. However, these will be based
on the value of the deferred benefit and do not include prospective service.

Table 28. New full invalidity pensioners in CSS

2019-20 2020-21

Full invalidity pensioners 8 11

Note: This table shows the number of new invalidity retirement certificates issued in the relevant reporting year (not the total
number of invalidity pensioners).

Partial invalidity

A partial invalidity pension — a form of income maintenance — is paid when a contributing
customer's salary is permanently reduced for health reasons.

Table 29. Partial invalidity applications in CSS

2019-20 2020-21

Partial invalidity applications 1 1

Note: This table shows assessed applications including retrospective applications in the relevant reporting year.

Complaints in CSS

CSS complaints have risen since last financial year. During this period, the key root cause for CSS
customers' complaints has been service, with many complaints triggered by difficulty accessing
our online services portal.

Other complaint causes included customer’s dissatisfaction with outcomes, such as benefit
payments. A small number of customers complained about environmental, social and
governance impacts on investments.
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Further underlying root causes of complaints were communication, legislative requirements and
process failures.

Table 30. Complaints received in CSS

2019-20 2020-21

Complaints received 54 87

Changes to CSS’s legislation

No changes were made to the Superannuation Act 1976 in 2020-21.
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PSS
Public Sector Superannuation Scheme

Overview of PSS

PSS is a public sector scheme established on 1 July 1990 by the PSS Act. It closed to new
customers on 30 June 2005. PSS is a defined benefit scheme where benefits derive from
customer and employer components.

The customer component consists of customer contributions and fund earnings. The employer
component comprises employer productivity contributions (plus fund earnings) and the
unfunded ‘benefit balance’, which is determined when a contributing customer leaves eligible
employment.

On retirement, customers can usually convert 50% or more of their final benefit accrual to a
lifetime non-commutable indexed pension, paid by the Australian Government. Any remaining
balance, as well as any transfer amounts, will be paid as a lump sum.

PSS membership

Figure 6. Number of PSS customers over five years

Note: Figures are at 30 June of each year. ‘Pensioners’ represents the number of pension accounts, not the exact number of
pensions (e.g., multiple recipients such as a spouse and orphan children may be paid under one account).

PSS administration

Contributions

Contributing customers can contribute up to 10% of their super salary. Contributions are paid
from after-tax income. They can also make voluntary contributions into PSSap (see pages 85-88
for more details).
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Figure 7. PSS member productivity contributions over five years

Sm

Note: This chart shows contributions to PSS. PSS contributions to ancillary PSSap accounts are not included in this chart.
Employer contributions

Employers usually pay a fortnightly productivity contribution into PSS. The amount is based on
the customer's super salary. The unfunded employer component is notional and is determined
when a customer ceases contributory membership.

Figure 8. PSS employer productivity contributions over five years

$m

Benefit payments
Pensions and lump sums

In most cases, PSS benefits are paid when a customer exits the scheme at retirement. Benefits
usually cannot be paid until minimum retirement age is reached and the customer has
permanently retired from the workforce. Benefits may also become payable if the customer is
retrenched, becomes totally and permanently incapacitated, or dies.
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Figure 9. PSS pension payments over five years

$m

Figure 10. PSS lump sum payments over five years

$m (000,000)

Note: Lump sums are paid from the PSS fund and by the Australian Government.
Invalidity and death benefits

PSS provides invalidity and death benefits. Contributing customers can purchase additional death
and invalidity cover, subject to meeting underwriting requirements.

Contributor benefits are generally based on the entitlement the customer would have received if
they had worked to age 60, subject to any benefit restrictions. Benefits at age 60 or older are
based on the account balance at the date of retirement or death. Benefits may also be payable
for customers with preserved benefits. However, these will be based on the value of the
preserved benefit and do not include prospective service.

Table 31. New invalidity pensioners in PSS

2019-20 2020-21

Full invalidity pensioners 160 205

Note: This table shows the number of new invalidity retirement certificates issued in the relevant reporting year (not the total
number of invalidity pensioners).

Partial invalidity

A partial invalidity pension — a form of income maintenance — is paid when a customer's salary is
permanently reduced for health reasons.
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Table 32. Partial invalidity pension applications in PSS

2019-20 | 2020-21

Partial invalidity applications 94 89

Complaints in PSS

Complaint volumes increased again during this financial year. The predominant root causes were
regarding policy and legislation. PSS customers made up the vast majority of complainants across
all CSC funds regarding environmental, social and governance investment policy. Legislative
restrictions surrounding consolidation or rollover of funds also remained a primary concern for
PSS customers.

These were followed by service-related complaints, process failures and communication issues.

Other complaints were due to difficulty accessing information via our online services portal,
incorrect or inaccurate information being given and delays in receiving benefit payments.

Table 33. Complaints received in PSS

2019-20 2020-21

Complaints received 191 235

Changes to PSS’s legislation and Trust Deed

The Public Sector Superannuation Scheme Trust Deed was amended by the Superannuation
Amendment (PSS Trust Deed) Instrument 2021. The Instrument makes consequential
amendments to the Rules to support the implementation of superannuation splitting for
separating de facto couples in Western Australia, as provided for by the Family Law Amendment
(Western Australia De Facto Superannuation Splitting and Bankruptcy) Act 2020.
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MilitarySuper
Military Superannuation and Benefits
Scheme

Overview of MilitarySuper

MilitarySuper was established on 1 October 1991 by the Military Superannuation and Benefits
Act 1991. MilitarySuper closed to new ADF entrants on 30 June 2016. ADF Super is now available
to new ADF entrants. ADF re-entrants who have a preserved employer benefit must re-join
MilitarySuper. However, contributors may choose to remain in MilitarySuper or opt out.

MilitarySuper is a hybrid scheme (part accumulation, part defined benefit). Benefits derive from
customer and employer benefits. The customer benefit is the accumulation component. It
consists of the mandated customer contributions, any amounts notionally brought over from
DFRDB, plus fund earnings on those amounts. The employer benefit is the defined benefit
component. It is based on a customer's period of ADF service and their final average salary.

The employer benefit is unfunded, except for the portion relating to the employer 3%
productivity contributions, paid each fortnight by the Department of Defence, plus fund
earnings. Unfunded benefits are paid by the Australian Government.

MilitarySuper also offers an ancillary benefit (which is also available to eligible DFRDB members)
to those who wish to make additional contributions and transfers, such as additional personal,
salary sacrifice and spouse contributions.

MilitarySuper customers

Figure 11. Number of MilitarySuper customers over five years

Note: Figures are at 30 June of each year; ancillary customers are not included. ‘Pensioners’ represents the number of pension
accounts, not the exact number of pensions (e.g., multiple recipients such as a spouse and orphan children may be paid under
one account).
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MilitarySuper administration

Contributions

Contributing customers must usually contribute a minimum of 5% (or elect up to 10%) of their
super salary into the fund from their after-tax income. They can also make voluntary payments
into their ancillary benefit.

Figure 12. MilitarySuper customer contributions over five years

Sm

Note: This chart shows member and ancillary contributions.

Ancillary contributions

Contributing MilitarySuper and DFRDB customers can make ancillary contributions to accumulate
a separate super interest called an ancillary benefit. This benefit can include both pre- and post-
tax contributions such as additional personal, salary sacrifice and spouse contributions, which
has fund earnings applied in line with the relevant investment option returns.

Ancillary contributions do not count towards a customer's Maximum Benefit Limit in
MilitarySuper, nor impact any DFRDB retirement benefit. The ancillary benefit can generally only
be paid as a cash lump sum once a customer reaches their preservation age and retires, or it can
be rolled over to another super fund at any age.

Benefit payments
Pensions and lump sums

MilitarySuper customers who exit the scheme are entitled to a range of benefits depending on their
circumstances.

Employer benefits must generally remain preserved until a customer reaches age 55 and
transitions from the ADF. Benefits may also become payable if the customer transitions through
invalidity or redundancy or dies.

Figure 13. MilitarySuper pension payments over five years

Sm
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Figure 14. MilitarySuper lump sum payments over five years

$m

Note: Lump sums are paid from the MilitarySuper fund and by the Australian Government.

Invalidity and death benefits

MilitarySuper provides invalidity and death benefits. If a contributing customer is medically
transitioned from the ADF, invalidity benefits may help them to resettle into civilian
employment.

Invalidity classifications
There are three levels of invalidity classification:

» Class A: Significant incapacity
» Class B: Moderate incapacity

* Class C: Low incapacity (no entitlement to an invalidity pension)

Table 34. New invalidity classifications in MilitarySuper

2019-20 2020-21

Class A 1125 1666
Class B 180 169
Class C 136 67

Note: Figures in the table vary slightly to invalidity exits quoted elsewhere due to some cases relating to customers who
transitioned in the previous financial year; these figures do not include customers who were medically discharged under Rule 32
with no invalidity pension payable having been deemed by a delegate of the Board to have been retired on a pre-existing
condition within two years of enlistment.

Invalidity classification review

Customers classified Class A or Class B may be subject to review by CSC until age 55. Customers
may also initiate a classification level review up to age 65.

Customers classified Class C at retirement are not subject to periodic reviews but may request
the initial classification be reconsidered. A request should be made within 30 days of the initial
classification decision.

Complaints in MilitarySuper

The number of complaints received in MilitarySuper increased again this financial year. An ATO
court ruling resulting in taxation changes for a portion of invalidity recipients caused an increase
in enquiries and formal complaints. These centred on delays in implementing the change as well
as disputes over eligibility and calculation.
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Other recurring complaint topics included: early release of super (specifically COVID-19 access
and surrounding legislation), issues logging on to our online services portal, legislative
restrictions on rolling super out, the invalidity claim and benefit payment processes.

Secondary themes were family law and splitting of superannuation outcomes, the process to
have a decision reconsidered, investments, benefit options, Consumer Price Index rates for
pensions and general communication complaints.

Table 35. Complaints received in MilitarySuper

2019-20 2020-21

Complaints received 107 140

Changes to MilitarySuper’s legislation and Trust Deed

The Military Superannuation and Benefits Act 1991 was amended by the Defence Legislation
Amendment (Enhancement of Defence Force Response to Emergencies) Act 2020 in 2020-21. The
amendments ensure Reserve members rendering continuous full-time service will receive the
same entitlement to superannuation and related benefits regardless of whether it was voluntary
or not.

These amendments will operate retrospectively, applying from the date of the first Reserve Call
Out in November 2019. The retrospective operation of these provisions is beneficial to Reserve
members who provided service during the Reserve Call Outs in the 2019-20 bushfires.
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PSSap

Public Sector Superannuation
accumulation plan

Overview of PSSap

PSSap is a scheme in which customers and employers contribute to the fund, and investment
returns are calculated as a compound average rate of return, after fees and taxes have been
deducted. It was established on 1 July 2005 by the PSSap Act. PSSap is open to eligible PSSap
members and eligible CSS/PSS members or former members who contribute 15.4% per annum
on behalf of their employees. Since 4 December 2017, customers who meet qualifying criteria
have been able to contribute to the scheme after leaving public sector employment. These
qualifying criteria were simplified to accommodate more customers from 7 March 2021.

PSSap also offers an ancillary membership to eligible CSS and PSS customers who can make
additional contributions (including non-eligible employer contributions) and transfers, and access
to an account-based pension product known as CSCri (Commonwealth Superannuation
Corporation retirement income), to eligible public sector scheme customers.

PSSap customers

Figure 15. Number of PSSap customers over five years

Note: Due to eligibility changes on 7 March 2021, there are significantly fewer customers who are categorised as 'Preservers'.
Figures are at 30 June of each year.

PSSap administration

Contributions

PSSap customers can make before-tax and after-tax voluntary contributions.
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Figure 16. PSSap customer contributions over five years

Note: Ancillary accounts are excluded. The 2018-19 Annual Report incorrectly reported these amounts. All previous years’ data
for this figure have been corrected here.

Ancillary contributions

Ancillary contributions can be made by eligible CSS/PSS customers or former customers by
creating a PSSap ancillary account. Their PSSap benefit has unit prices applied in line with the
investment returns of the scheme and their PSSap benefit does not affect their CSS or PSS
benefit in any way.

Ancillary accounts have been available since 1 July 2013. From 7 March 2021, ancillary accounts
can also receive non-default employer contributions.

In 2020-21, almost $79.1 million in ancillary contributions were made, compared to $88.2m in
2019-20.

Employer contributions

PSSap customers employed by a participating PSSap employer receive 15.4% employer
superannuation contributions. PSSap customers not employed by a participating PSSap employer
receive contributions in line with their employment contract.

Figure 17. PSSap employer contributions over five years
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Benefit payments

The two most common reasons for the pay out of superannuation benefits from the PSSap fund
are for retirement and for consolidation of funds into another superannuation fund.

Figure 18. PSSap withdrawals

Note: Figures include Ancillary accounts.

Insurance benefits

PSSap offers Death, Total Permanent Disability (TPD) and Income Protection (IP) cover through a
group insurance arrangement. Insurance cover offered through PSSap is called lifePLUS. lifePLUS
is provided by AIA Australia Limited (ABN 79 004 837 862, AFSL 230043).

There are two types of lifePLUS cover available to eligible PSSap customers: lifePLUS auto
(default cover) and lifePLUS choice (underwritten cover).

lifePLUS auto is offered to eligible PSSap customers over 25 years of age with an account balance
over $6,000 on an opt-out basis. Customers under 25 years and/or with an account balance
below $6,000 are offered cover on an opt-in basis.

Customers may apply for cover, or vary or cancel some or all of their cover at any time.

Death and TPD

lifePLUS provides a lump sum payment in the event of Death (including Terminal Iliness) or TPD.
The level of automatic cover varies depending on a customer’s age unless a fixed cover is in
place. If a fixed cover is in place, the customer receives that level of cover until the cover ceases
or is cancelled by the customer.

Customers may select insurance cover for both Death and TPD, or for Death only.

Table 36. TPD claims in PSSap
2018-19 2019-20 2020-21

TPD claims assessed 82 132 93

Income protection

Income Protection cover provides a monthly benefit payment, paid in arrears. The benefit
payment provides up to 90.4% of an eligible customer’s base salary. If a customer is unable to
work due to a temporary disability caused by sickness or injury, up to 75% of this amount is paid
directly to the customer and 15.4% is paid into the customer’s PSSap account, for up to two
years. Up to 65.4% of a customer’s base annual salary is then paid for a further three years, with
50% paid directly to the customer and 15.4% paid into their PSSap account.
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Table 37. Income protection claims in PSSap

2018-19 2019-20 2020-21

IP claims assessed 423 427 342

Complaints in PSSap

There were fewer complaints in 2020-21 compared to the previous two years. Complaints
relating to insurance continued to be the primary topic, with numbers consistent across this
financial year and last. Of these, the root cause for many related to communication, followed by
service issues and failures in processes.

Changes to PSSap lifePLUS choice insurance cover and an increase in premiums occurred on 1
July 2021. Communication to affected customers was issued in the months prior. This generated
a large volume of general enquiries and a small number of formal complaints.

Other complaint causes included: benefit payment delays and outcomes, contribution delays and
eligibility, and environmental, social and governance concerns surrounding investments.

Smaller volumes of complaints were also received in reference to beneficiaries, consolidating
accounts, early release of super and online services.

Table 38. Complaints received in PSSap

2019-20 2020-21

Complaints received 226 207

Changes to PSSap’s legislation and Trust Deed

In 2020-21, the PSSap Act was amended by the Superannuation Amendment (PSSap
Membership) Amendment Act 2020 and the Public Sector Superannuation Accumulation Plan
Trust Deed and Rules were amended by the Superannuation Amendment (PSSap Trust Deed —
Membership) Instrument 2020.

The amendments broadened PSSap's member eligibility rules with effect from March 7 2021.
Consequential amendments were also made by the Superannuation (PSSap — Ordinary Employer-
Sponsored Member Exclusion) Determination 2020, including to repeal Superannuation (PSSap —
Former Commonwealth Ordinary Employer-Sponsored Member) Determination 2017.

The reforms allow PSSap members to use their account for contributions in respect of any
employment that they undertake concurrently with their eligible Commonwealth employment.
PSSap members are also now permitted to make member contributions after they have ceased
eligible Commonwealth employment independent of their new employment arrangements,
subject to having completed 12 months’ continuous employment with a designated employer.

The amendments also enable additional categories of CSS and PSS members to establish and
contribute to the PSSap account.

The PSSap Act was also amended by the Treasury Laws Amendment (Your Future, Your Super) Act
2021. The amendments, which are of a consequential nature, will require Commonwealth
employers to apply new stapling rules, established by the Treasury Laws Amendment (Your
Future, Your Super) Act 2021 when they take effect from 1 November 2021. The amendments
commenced on 23 June 2021.
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CSCiri

Commonwealth Superannuation
Corporation retirement income

CSCri is an account-based pension product offered as part of PSSap to eligible CSS, PSS and PSSap
customers who are retiring or want to start transitioning to retirement.

CSCri accounts must start with a minimum investment of $20,000. CSCri is designed to
complement a customer’s existing CSS, PSS or PSSap benefit by allowing them to keep some or
all of their super invested, while also receiving regular retirement income payments. CSCri offers
a standard retirement income stream and a transition to retirement income stream product.

CSCri standard retirement income stream investment returns are calculated as a compound
average rate of return, after fees have been deducted. CSCri standard retirement income stream
investment returns are tax free.

CSCri transition to retirement income stream investment returns are calculated as a compound
average rate of return, after fees and taxes have been deducted.

CSCri customers

Figure 19. Number of CSCri customers over five years

Note: Figures are at 30 June of each year.

Lump sum amounts can be rolled into CSCri, generating regular income payments to customers
in retirement, or in their transition to retirement.
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Figure 20. Amount rolled into CSCri

Figure 21. CSCri pension payments and lump sum withdrawals

Complaints in CSCri

CSCri complaints have remained steady for the last two years. Complaints related to delays in
benefit payments and customer service, and communication concerns.

Table 39. Complaints received in CSCri

2019-20 2020-21

Complaints received 5) 5
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ADF Super

Australian Defence Force
Superannuation Scheme

Overview of ADF Super
ADF Super is a military superannuation scheme established on 1 July 2016 by the ADF Super Act.

It is an accumulation scheme where customers and the Department of Defence (as the employer)
contribute to the scheme, with investment returns calculated as a compound average rate of
return after fees and taxes are deducted.

ADF Super is open to new ADF entrants, including reservists who are in full-time continuous
service. ADF Super is also open to other eligible ADF members.

From 6 July 2020, customers who meet qualifying criteria can contribute to the scheme after
leaving military service. lifePLUS Protect insurance cover is available to customers who have left
the ADF subject to satisfying eligibility conditions.

ADF Super customers

Figure 22. Number of ADF Super customers over four years

Note: Figures are at 30 June of each year.
ADF Super administration

Contributions

ADF Super customers can make voluntary before-tax and after-tax contributions.
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Figure 23. ADF Super customer contributions over four years

Employer contributions

The Department of Defence contributes 16.4% per annum on behalf of ADF Super customers.
Eligible customers who have left military service can receive employer contributions in line with
their new employment contract.

Figure 24. ADF Super employer contributions over five years

Benefit payments

The two most common reasons for the pay out of superannuation benefits from the ADF Super
fund were for consolidation of funds into another superannuation fund and retirement.

Figure 25. ADF Super benefit payments over five years
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Insurance benefits

Eligible serving ADF members are automatically covered under the ADF Cover benefits scheme.
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From 6 July 2020, ADF Super customers who have left the ADF are offered default Death and
Total Permanent Disability (TPD) on discharge if they satisfy eligibility conditions. Voluntary
income protection is available by application and underwriting to customers who satisfy
eligibility conditions.

Insurance cover in ADF Super is offered through a group insurance arrangement called lifePLUS
Protect. lifePLUS Protect is provided by AIA Australia Limited (ABN 79 004 837 862, AFSL 230043).

There are two types of lifePLUS Protect cover available to eligible ADF Super customers: lifePLUS
Protect auto (default cover) and lifePLUS Protect choice (underwritten cover).

lifePLUS Protect auto Death and TPD cover is offered to eligible ADF Super customers who satisfy
eligibility requirements on discharge from the ADF. Cover is offered on an opt-out basis to
customers over 25 years of age and account balance over $6,000. Cover is offered on an opt-in
basis for customers under 25 years and/or with an account balance below $6,000.

Customers may apply for cover or vary or cancel some or all of their cover at any time.

Death and TPD

lifePLUS Protect provides a lump sum payment in the event of Death (including Terminal Iliness)
or TPD. The level of automatic cover varies depending on a customer’s age unless fixed cover is in
place (lifePLUS choice). If fixed cover is in place, the customer receives that level of cover until
cover ceases or is cancelled by the customer.

Customers may select insurance cover for both Death and TPD, or Death only.

Income protection

Income protection insurance provides a monthly benefit payment, paid in arrears. The benefit
payment provides up to 85% of an eligible customer’s income. If a customer is unable to work due
to a temporary disability caused by sickness or injury, up to 75% of this amount is paid directly to
the customer and 10% is paid into the customer’s ADF Super account, for up to two years.

Complaints in ADF Super
There were no formal complaints from ADF Super customers during the 2020-21 financial year.

Table 40. Complaints received in ADF Super

2019-20 2020-21

Complaints received 5 0

Changes to ADF Super’s legislation and Trust Deed

The Australian Defence Force Superannuation Act 2015 was amended by the Defence Legislation
Amendment (Enhancement of Defence Force Response to Emergencies) Act 2020 in 2020-21. The
amendments ensure Reserve members rendering continuous full-time service will receive the
same entitlement to superannuation and related benefits regardless of whether it was voluntary
or not.

These amendments operate retrospectively, applying from the date of the first Reserve Call Out
in November 2019. The retrospective operation of these provisions is beneficial to Reserve
members who provided service during the Reserve Call Outs in the 2019-20 bushfires.
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ADF Cover
Australian Defence Force Cover

Overview of ADF Cover
ADF Cover is a benefits scheme established on 1 July 2016 by the ADF Cover Act.

It provides benefits for medical discharge or death of a member of the ADF who is under 60 and
either is an ADF Super customer or would have been had they not chosen another
superannuation fund. The cover now extends to Reserve members rendering continuous full-
time service who will receive the same entitlement to superannuation and related benefits
regardless of whether it was voluntary or not.

Eligible individuals are automatically covered under the ADF Cover benefits scheme and are not
charged any premiums for this benefit.

ADF Cover administration

Invalidity classifications
There are three levels of invalidity classification:
» Class A: Significant incapacity
» Class B: Moderate incapacity
» Class C: Low incapacity (no entitlement to an invalidity pension)

Table 41. Invalidity classifications in ADF Cover

2018-19 2019-20 2020-21
Class A 64 144 302
Class B 16 47 52
Class C 21 20 27
Not eligible 5 4 3

Table 42. ADF Cover death benefits paid

Death benefits paid 4 4 8

94 CSC Annual Report 2020-21



Complaints in ADF Cover

ADF Cover received two formal complaints, one regarding expected timeframes to have a claim
decision reconsidered and one relating to Total and Permanent Disability cover.

Table 43. Complaints received from ADF Cover customers

2018-19 2019-20 2020-21

Complaints received 1 1 2

Changes to ADF Cover’s legislation

Australian Defence Force Cover Act 2015 was amended by the Defence Legislation Amendment
(Enhancement of Defence Force Response to Emergencies) Act 2020 in 2020-21. The amendments
ensure Reserve members rendering continuous full-time service will receive the same
entitlement to superannuation and related benefits regardless of whether it was voluntary or
not.

These amendments operate retrospectively, applying from the date of the first Reserve Call Out
in November 2019. The retrospective operation of these provisions is beneficial to Reserve
members who provided service during the Reserve Call Outs in the 2019-20 bushfires and does
not have a detrimental effect on anyone.
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1922 scheme

Overview of the 1922 scheme

The 1922 scheme, which was established under the 1922 Act, is a closed public sector scheme
with all customers receiving a pension. Customers contributing to the 1922 scheme transferred
to CSS, when CSS opened on 1 July 1976.

The 1922 Act continues to provide for pension payments and any reversionary pensions that
become payable.

1922 scheme customers

Figure 26. Number of 1922 scheme pensioners over five years

Note: Figures are at 30 June of each year. ‘Pensioners’ represents the number of pension accounts, not the exact number of
pensions (e.g., multiple recipients such as a spouse and orphan children may be paid under one account).

Figure 27. 1922 scheme pension payments over five years

Sm

Note: 1922 scheme pensions are paid by the Australian Government.

Changes to 1922 Act Scheme’s legislation

No changes were made to the 1922 Act in 2020-21.
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DFRB, DFRDB and DFSPB

Defence Forces Retirement Benefits
Defence Force Retirement & Death
Benefits

Defence Force (Superannuation)
(Productivity Benefit)

Overview of DFRB

DFRB is a closed military scheme with no contributing customers. Established in 1948 by the
DFRB Act, this scheme closed to new contributors on 30 September 1972. Contributing
customers at that time automatically transferred to DFRDB on 1 October 1972. DFRB continues
to provide the benefit entitlements for customers who ceased to be contributors before 1
October 1972, and for reversionary benefits to eligible spouses and children.

Overview of DFRDB

DFRDB is also a closed military defined benefit scheme. Established by the DFRDB Act, the
scheme closed to new ADF entrants from 1 October 1991, when MilitarySuper was established.
DFRDB provides superannuation for ADF members who became contributors on or after 1
October 1972, and for contributors of DFRB on 30 September 1972 who compulsorily transferred
to DFRDB on 1 October 1972.

Overview of DFSPB

DFRDB customers are also entitled to a productivity benefit under the Defence Force
(Superannuation) (Productivity Benefit) Determination (DFSPB), issued under the Defence Act
1903. It is paid by the Department of Defence when a customer's DFRDB benefits are paid.
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Customers

DFRB

Figure 28. Number of DFRB pensioners over five years

Note: Figures are at 30 June of each year. ‘Pensioners’ represents the number of pension accounts, not the exact number of
pensions (e.g., multiple recipients such as a spouse and orphan children may be paid under one account).

DFRDB

Figure 29. Number of DFRDB customers over five years

Note: Figures are at 30 June of each year. ‘Pensioners’ represents the number of pension accounts, not the exact number of
pensions; pensioners who re-enter for less than 12 months do not contribute to DFRDB, continue to receive a pension and are
not eligible for invalidity.

Scheme administration

DFRDB contributions

DFRDB customers must contribute 5.5% of their fortnightly super salary until they reach 40 years
of effective service, at which time they can no longer contribute. Contributors can also make
voluntary payments into MilitarySuper, known as ancillary contributions (refer to the
MilitarySuper section for details).
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Figure 30. DFRDB contributions over five years
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DFRDB benefit payments
Lump sum payments

DFRDB customers ceasing a period of ADF service can commute part of their DFRDB retirement
pay to receive an upfront lump sum payment (commutation amount), if eligible. If a customer
chooses to commute, their retirement pay is permanently reduced irrespective of how long they
live. Retiring customers can elect to commute up to a maximum of five times the value of their
annual retirement pay.

Figure 31. DFRDB lump sum payments over five years
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Invalidity benefits

DFRDB provides invalidity and death benefits. If a customer is medically transitioned from the
ADF, invalidity benefits may be available.

There are three levels of invalidity benefit classifications:

»  Class A: Significant incapacity
»  Class B: Moderate incapacity

»  Class C: Low incapacity (no entitlement to an invalidity pension)
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Table 44. Invalidity classifications in DFRDB

Class A 33 43
Class B 15 17
Class C 15 13
Not eligible 0 0

Note: These figures may vary slightly to invalidity exits quoted elsewhere due to some cases relating to customers
discharged in the previous financial year.

Table 45. Invalidity pension classifications in DFRDB

2019-20 2020-21

Class A 1 0
Class B 1 2
Class C 1 0
Not eligible 0 0

Invalidity classification review

Periodic medical reviews of DFRDB invalidity recipients are no longer conducted. However, if an
invalidity recipient believes their retiring impairment has deteriorated, they can initiate a review
of their invalidity classification level. Recipients originally classified as Class C must make their
reconsideration request within 30 days of the initial classification decision.

Complaints in DFRDB

DFRDB complaint volumes rose considerably in 2020-21 compared with 2019-20. Complaint
trends varied and included delays relating to invalidity claim outcomes and implementation of
lump sum tax changes resulting from an ATO Court Ruling, as well as delays in benefit payments
and disputes surrounding DFRDB commutation legislation.

Primary root causes centred on legislative requirements, process failures and service concerns.

Table 46. Complaints received in DFRDB
2018-19 2019-20 2020-21

Complaints received 14 16 40

Changes to DFRB, DFRDB and DFSPB’s legislation and Trust Deed
No changes were made to the DFRDB Act and the DFRB Act in 2020-21.
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Papua New Guinea (PNG)
Superannuation Fund

Overview of PNG

PNG is a closed public sector scheme with no contributing customers. Constituted under the
Superannuation (Papua New Guinea) Ordinance 1951, PNG provided retirement benefits for
employees of the administration of the Territory of Papua and New Guinea. Since 1 July 1976,
the scheme has been administered in accordance with section 38 of the PNG Act.

PNG members

Figure 32. Number of PNG pensioners over five years

Note: Figures are at 30 June of each year. ‘Pensioners’ represents the number of pension accounts, not the exact number of
pensions (e.g., multiple recipients such as a spouse and orphan children may be paid under one account).

PNG administration

Benefit payments

Figure 33. PNG pension payments over five years
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Changes to PNG’s legislation

No changes were made to the PNG Act or to the Papua New Guinea (Staffing Assistance)
(Superannuation) Regulations 1973 in 2020-21.
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CSC Findtitidl-Statements

INDEPENDENT AUDITOR’S REPORT
To the Minister for Finance
Opinion

In my opinion, the financial statements of the Commonwealth Superannuation Corporation (the Entity) for the
year ended 30 June 2021:

(a) comply with Australian Accounting Standards and the Public Governance, Performance and Accountability
(Financial Reporting) Rule 2015; and

(b) present fairly the financial position of the Entity as at 30 June 2021 and its financial performance and cash
flows for the year then ended.

The financial statements of the Entity, which | have audited, comprise the following as at 30 June 2021 and for
the year then ended:

e Statement by the Chair, Chief Executive Officer and Chief Operating Officer;

e Statement of Comprehensive Income;

Statement of Financial Position;

Statement of Changes in Equity;

e Cash Flow Statement; and

e Notes to the financial statements, comprising a summary of significant accounting policies and other
explanatory information.

Basis for opinion

| conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Entity in accordance with the relevant ethical requirements for financial statement audits conducted by
me. These include the relevant independence requirements of the Accounting Professional and Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants (including Independence Standards) (the
Code) to the extent that they are not in conflict with the Auditor-General Act 1997. | have also fulfilled my other
responsibilities in accordance with the Code. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion.

Directors’ responsibility for the financial statements

As the Accountable Authority of the Commonwealth Superannuation Corporation, the Directors are responsible
under the Public Governance, Performance and Accountability Act 2013 (the Act) for the preparation and fair
presentation of financial statements that comply with Australian Accounting Standards and the rules made
under the Act. The Directors are also responsible for such internal control as the Directors determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the ability of the Entity to
continue as a going concern, taking into account whether the Entity’s operations will cease as a result of an
administrative restructure or for any other reason. The Directors are also responsible for disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless the
assessment indicates that it is not appropriate

In preparing the financial statements, the Directors are responsible for assessing the ability of the
Commonwealth Superannuation Corporation to continue as a going concern, disclosing, as applicable, matters
related to going concern as applicable and using the going concern basis of accounting unless The Directors
either intend to liquidate the Entity or to cease operations, or have no realistic alternative but to do so.

GPO Box 707 CANBERRA ACT 2601
38 Sydney Avenue FORREST ACT 2603
Phone (02) 6203 7300 Fax (02) 6203 7777
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Auditor’s responsibilities for the audit of the financial statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, | exercise
professional judgement and maintain professional scepticism throughout the audit. | also:

e identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Entity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the Directors;

e conclude on the appropriateness of the Directors use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Entity’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions
may cause the Entity to cease to continue as a going concern; and

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

| communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that |
identify during my audit.

Australian National Audit Office

e

Grant Hehir
Auditor-General for Australia

Canberra

29 September 2021
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Commonwealth Superannuation Corporation
STATEMENT BY THE CHAIR, CHIEF EXECUTIVE OFFICER AND CHIEF OPERATING OFFICER

In our opinion, the attached financial statements for the year ended 30 June 2021 comply with subsection 42(2) of the
Public Governance, Performance and Accountability Act 2013 (PGPA Act), and are based on properly maintained
financial records as per subsection 41(2) of the PGPA Act.

In our opinion, at the date of this statement, there are reasonable grounds to believe that the Commonwealth
Superannuation Corporation will be able to pay its debts as and when they fall due.

The statement is made in accordance with a resolution of the directors.

Garry Hounsell Damian Hill Andy Young
Chair Chief Executive Officer Chief Operating Officer
29 September 2021 29 September 2021 29 September 2021
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Commonwealth Superannuation Corporation

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June 2021

Notes
NET COST OF SERVICES
Expenses
Employee benefits 2.1
Suppliers 2.2
Depreciation and amortisation 5.1
Finance costs 2.3
Write-down and impairment of other
assets 2.4
Total expenses
LESS:
Own-source income
Own-source revenue
Revenue from contracts with customers 3.1
Interest 3.2

Total own-source revenue

Gains
Other gains
Total gains

Total own-source income

Net (cost of)/contribution by services
Surplus/(Deficit) for the year

OTHER COMPREHENSIVE INCOME

Items not subject to subsequent reclassification
to net contribution by services

Gain on revaluation of non-current

assets

Total other comprehensive income

Total comprehensive income/(loss)

Original
Budget
2021 2020 2021
$'000 $'000 $'000 Notes
66,881 61,732 66,968
52,652 43,825 50,538 a
9,892 9,552 10,488
493 573 489
- 290 6
129,918 115,972 128,489
131,293 120,568 124,835 b
27 79 98
131,320 120,647 124,933
247 - -
247 - -
131,567 120,647 124,933
1,649 4,675 (3,556)
1,649 4,675 (3,556)
1,615 - - c
1,615 - -
3,264 4,675 (3,556)

The above statement should be read in conjunction with the accompanying notes.
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Commonwealth Superannuation Corporation
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June 2021

Budget Variances Commentary

Statement of Comprehensive Income

a. Supplier expenses are higher than budget as CSC continues to invest in transformation projects and upgrade
its technology capabilities, resulting in higher than budgeted expenses relating to purchase of additional
software licences, cloud based services, communication systems, and consultant and contractor services in
support of project activities.

b. The ARIA Investments Trust (AIT) is a pooled superannuation trust under CSC’s Trusteeship. CSC invoices
the AIT for the portion of expenses that are referable to the AIT. Revenue from the AIT is higher than
budgeted as a direct result of the increases in expense detailed in note a above, principally the increase in
project related consultants and contractor expenses.

c. Gain realised on revaluation of non-current assets is higher than budget due to the revaluation of leasehold
improvements and property, plant and equipment assets. Revaluation gains and losses are not budgeted
for.
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Commonwealth Superannuation Corporation
STATEMENT OF FINANCIAL POSITION

As at 30 June 2021

ASSETS

Financial assets

Cash and cash equivalents
Trade and other receivables
Total financial assets

Non-financial assets’
Buildings (ROU Asset)
Leasehold improvements
Property, plant and equipment
Intangibles

Other non-financial assets
Total non-financial assets

Total assets

LIABILITIES
Payables
Suppliers
Other payables
Total payables

Interest bearing liabilities
Leases
Total interest bearing liabilities

Provisions
Employee provisions
Other provisions
Total provisions

Total liabilities

Net assets

EQUITY

Contributed equity
Operational risk reserve
Asset revaluation reserve
Retained earnings

Total equity

Notes

4.1
4.2

5.1
5.1
5.1
5.1
5.2

6.1

6.2

71

8.1
8.2

Original
Budget
2021 2020 2021
$'000 $'000 $'000 Notes
58,610 52,806 50,488 a
7,061 5,771 6,071
65,671 58,577 56,559
20,487 17,162 15,637 b
8,303 8,218 7,633
3,541 2,985 5,377 c
11,237 14,448 11,749
6,537 5,096 5,241 d
50,105 47,909 45,637
115,776 106,486 102,196
5,193 4,229 5,143
2,744 2,396 1,830
7,937 6,625 6,973
26,704 24,062 22,180 e
26,704 24,062 22,180
15,520 13,580 13,681 f
2,193 2,616 2,616
17,713 16,196 16,297
52,354 46,883 45,450
63,422 59,603 56,746
35,475 35,475 35,475
2,082 1,527 2,226
2,093 478 478 g
23,772 22,123 18,567
63,422 59,603 56,746

1- Right-of-use assets are included in the following line items - Buildings and Property, plant and equipment.

The above statement should be read in conjunction with the accompanying notes.
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Commonwealth Superannuation Corporation
STATEMENT OF FINANCIAL POSITION
As at 30 June 2021

Budget Variances Commentary

Statement of Financial Position
a.

Cash and cash equivalents are higher than budget consistent with the surplus for the year. Also refer to
Statement of Comprehensive Income notes a and b and notes c and e below.

Buildings Right of Use Asset (ROU Asset) is more than budget mainly due to CSC not exercising the option
to surrender a level in relation to Canberra office lease.

Property, plant and equipment is lower than budget as the ongoing impact of the COVID-19 pandemic has
delayed the anticipated procurement of infrastructure assets until the following financial year. This is partly
offset by lower than budgeted depreciation.

Other non-financial assets are higher than budget due to increased expense prepayments associcated with
new cloud based software and an increase in licence costs consistent with technology capability upgrade
and CSC’s transformation program

Refer to note b above.

Employee provisions are higher than budget due to lower than projected leave taken and the application of
a revised shorthand long service leave model released by the Department of Finance. Updated assumptions
in the model include long term salary growth factors and probability rates based on employee service history.

Refer to Statement of Comprehensive Income note c.

The above statement should be read in conjunction with the accompanying notes.
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Commonwealth Superannuation Corporation
STATEMENT OF CHANGES IN EQUITY
For the year ended 30 June 2021

Original
Budget
2021 2020 2021
Notes $'000 $'000 $'000 Notes
CONTRIBUTED EQUITY
Opening balance
Balance carried forward from previous period 35,475 35,475 35,475
Closing balance as at 30 June 35,475 35,475 35,475
RETAINED SURPLUS
Opening balance
Balance carried forward from previous period 22,123 17,891 22,123
Adjustment on initial application of AASB 15/AASB
1058 - (62) -
Adjustment on initial application of AASB 16 - (381) -
Adjusted opening balance 22,123 17,448 22,123
Comprehensive income
Surplus/(deficit) for the year 1,649 4,675 (3,556)
Closing balance as at 30 June 23,772 22,123 18,567
ASSET REVALUATION RESERVE
Opening balance
Balance carried forward from previous period 478 478 478
Other comprehensive income 1,615 - -
Closing balance as at 30 June 2,093 478 478
OPERATIONAL RISK RESERVE
Opening balance
Balance carried forward from previous period 1,527 771 1,627
Transfers to reserve
Transfers from Department of Defence 555 756 699
Closing balance as at 30 June 2,082 1,627 2,226
Total equity 63,422 59,603 56,746

The above statement should be read in conjunction with the accompanying notes.
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STATEMENT OF CHANGES IN EQUITY
For the year ended 30 June 2021

Accounting Policy
Operational Risk Reserve

The operational risk reserve (ORR) represents trustee capital held for the purposes of meeting the operational
risk financial requirement of the ADF Superannuation Scheme. The purpose of the operational risk reserve (ORR)
is to provide adequate financial resources to address losses that may arise from an operational risk event. The
ORR is operated in accordance with an ORR policy. The level of the reserve is determined by the Trustee
Directors and reviewed annually, based on an assessment of the risks faced by the ADF Superannuation
Scheme. The assets underlying the trustee capital were funded by the Department of Defence and are held in a
segregated bank account as Australian-dollar denominated cash.
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Commonwealth Superannuation Corporation
CASH FLOW STATEMENT
For the year ended 30 June 2021

Original
Budget
2021 2020 2021
Notes $'000 $'000 $'000 Notes
OPERATING ACTIVITIES
Cash received
Rendering of services 131,033 118,247 123,963 a
Interest 27 79 98
Net GST received - 211 -
Total cash received 131,060 118,537 124,061
Cash used
Employee benefits (64,669) (61,788) (66,867) b
Suppliers (53,847) (51,740) (49,546) c
Interest payments on lease liabilities (454) (531) 477)
Net GST paid (86) - (235)
Total cash used (119,056) (114,059) (117,125)
Net cash from/(used by) operating activities 12,004 4,478 6,936
INVESTING ACTIVITIES
Cash used
Purchase of leasehold improvements - (7) (1,000)
Purchase of property, plant and equipment (1,952) (225) (4,655) d
Purchase and internal development of intangibles (713) (2,328) (750)
Total cash used (2,665) (2,560) (6,405)
Net cash from/(used by) investing activities (2,665) (2,560) (6,405)
FINANCING ACTIVITIES
Cash received
Transfers to operational risk reserve 555 756 699
Total cash received 555 756 699
Cash used
Principal payments of lease liabilities (4,090) (3,994) (3,548)
Total cash used (4,090) (3,994) (3,548)
Net cash from/(used by) financing activities (3,535) (3,238) (2,849)
Net increase/(decrease) in cash and
cash equivalents 5,804 (1,320) (2,318)
Cash and cash equivalents at the
beginning of the financial year 52,806 54,126 52,806
Cash and cash equivalents at the end
of the financial year 4.1 58,610 52,806 50,488

The above statement should be read in conjunction with the accompanying notes.
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CASH FLOW STATEMENT
For the year ended 30 June 2021

Budget Variances Commentary

Cash Flow Statement

a. Cash received from rendering of services is higher than budget mainly due to higher than projected
reimburesments from AIT. The increase in cash received from rendering of services was also partly offset
by slight increase in trade and other receivables.

b. Cash used for employee benefits is less than budget reflecting the increase in leave provisions referred to
in Statement of Financial Position note f, combined with lower than expected average staffing levels and a
Board decision to pay reduced bonuses in consideration of the economic and social impacts of the COVID-
19 pandemic.

c. Cash used for suppliers is higher than budget as a result of higher than budgeted purchases of software
licences, cloud based services, communication systems, consultant and contractor services, and higher than
budgeted prepayments relating to technology services in support of project activites and CSC’s
transformation program.

d. Cash used for the purchase of leasehold improvements and property plant and equipment is lower than
budget as the ongoing impact of the COVID-19 pandemic has delayed the anticipated procurement of
leasehold and infrastructure assets until the following financial year.
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Notes to the Financial Statements
For the year ended 30 June 2021

Note 1: Overview and Summary of Significant Accounting Policies

Objectives of the Entity

Commonwealth Superannuation Corporation (CSC) (ABN 48 882 817 243) is a corporate Commonwealth entity
under the Public Governance, Performance and Accountability Act 2013. The objective of CSC is to provide
retirement and insurance benefits for scheme members and beneficiaries, including past, present and future
employees of the Australian Government and other eligible employers and members of the Australian Defence
Force, through investment and administration of their superannuation funds and schemes. CSC is a not-for-profit
entity. The continued existence of CSC in its present form and with its present programs is dependent on
Government policy.

CSC is the Trustee responsible for the Public Sector Superannuation Scheme ('PSS'), the Commonwealth
Superannuation Scheme ('CSS'), the Public Sector Superannuation Accumulation Plan (‘PSSap'), the Military
Superannuation and Benefits Scheme ('MSBS'), Australian Defence Force Superannuation Scheme (‘ADF Super'),
Australian Defence Force Cover Scheme (‘ADF Cover'), the Defence Force Retirement and Death Benefits Scheme
('DFRDB'), the Defence Forces Retirement Benefits Scheme ('DFRB'), the Defence Force (Superannuation)
(Productivity Benefit) Scheme ('DFSPB'), the Papua New Guinea Scheme ('PNG') and the 1922 Scheme,
collectively referred to as 'the Schemes'.

The Schemes invest solely through the ARIA Investments Trust (the AIT') - a pooled superannuation trust under
CSC's trusteeship - which facilitates access to a broad range of underlying securities across various asset classes
on an efficient and cost-effective basis.

CSC's activities are partly funded through the scheme administration charges collected from employers participating
in PSS and CSS, and from members of PSSap and ADF Super, and through negotiated administration charges
collected from the Department of Defence. Additional funding may be provided by Government to meet specific
administration requirements.

The Basis of Preparation

The financial statements are general purpose financial statements and are required by section 42 of the Public
Governance, Performance and Accountability Act 2013.

The financial statements have been prepared in accordance with:

a) Public Governance, Performance and Accountability (Financial Reporting) Rule 2015 (FRR); and

b) Australian Accounting Standards and Interpretations issued by the Australian Accounting Standards Board
(AASB) that apply for the reporting period.

The financial statements have been prepared on an accrual basis and in accordance with the historical cost
convention, except for certain assets and liabilities at fair value. Except where stated, no allowance is made for
the effect of changing prices on the results or the financial position. The financial statements are presented in
Australian dollars and values are rounded to the nearest thousand dollars unless otherwise specified.

New Accounting Standards

No new or revised standards and/or interpretations, that were issued prior to the sign-off date and are applicable to
the current reporting period had a material effect, and are not expected to have a future material effect, on the
entity’s financial statements.

No accounting standard has been adopted earlier than the application date as stated in the standard.

Taxation

Under its legislation, the Income Tax Act is applicable to CSC, however in the normal course of its activities CSC
does not generate taxable income under that Act. CSC is liable for Goods and Services Tax (GST) and Fringe
Benefits Tax (FBT).
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Notes to the Financial Statements
For the year ended 30 June 2021

Note 1: Overview and Summary of Significant Accounting Policies
(continued)

Taxation (continued)

Revenues, expenses, assets and liabilities are recognised net of GST except:
a) where the amount of GST incurred is not recoverable from the Australian Taxation Office; and
b) for receivables and payables.

Controlled Entities

CSC is the parent and sole shareholder of ARIA Co Pty Ltd. ARIA Co Pty Ltd is the Trustee of the ARIA Alternative
Assets Trust and the PSS/CSS Investments Trust. ARIA Co Pty Ltd is not consolidated into CSC’s financial
statements as it is a shell company and is considered to be immaterial.

Reporting of Administered Activities

The FRR requires disclosure where one entity has drawn against a Special Appropriation which is the responsibility
of another entity.

Administered assets, liabilities, revenue and expenses are those items which are controlled by the Government and
were managed or over sighted by CSC on its behalf including:
— Superannuation benefit payments; and

— Superannuation contributions.

In addition to CSC, the entities responsible for managing the appropriations, Department of Finance (Finance),
Department of Defence (Defence) and Department of Foreign Affairs and Trade (DFAT) will make separate
disclosures of the contributions and unfunded benefits paid under the 1922, CSS, PSS, PNG, DFRB, DFRDB, MSB
and ADF Cover schemes.

1922, CSS and PSS schemes

Finance has responsibility to account for the Commonwealth’s activities in relation to the 1922, CSS and PSS
schemes.

Finance has responsibility for managing the legislation and has delegated third party access rights to the
appropriations under the following Acts:

— Superannuation Act 1922;

— Superannuation Act 1976;

— Superannuation Act 1990;

— Same Sex Relationships (Equal Treatment in Commonwealth Laws - Superannuation) Act 2008;
— Governance of Australian Government Superannuation Schemes Act 2011 - s35(3)(a); and

— Governance of Australian Government Superannuation Schemes Act 2011 - s35(4).

In addition, CSC was delegated third party access rights by Finance for the funding of legal and incidental costs of
superannuation claims, and Act of Grace payments. These were appropriated under Appropriation Act (No. 1) 2020-
2021 and Appropriation Act (No. 2) 2020-2021.

The funded components of the CSS and PSS Schemes are reported in their respective financial statements.

DFRB, DFRDB, MSB and ADF Cover Schemes

Defence has responsibility for managing the legislation and has delegated third party access rights to the
appropriations under the following Acts:

— Defence Forces Retirement Benefits Act 1948;
— Defence Force Retirement and Death Benefits Act 1973;
— Military Superannuation Benefits Act 1991; and

— Australian Defence Force Cover Act 2015.
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Note 1: Overview and Summary of Significant Accounting Policies
(continued)

Reporting of Administered Activities (continued)

The funded components of MSBS are reported in the MSBS financial statements. The DFRB, DFRDB and ADF
Cover are unfunded Schemes.

PNG Scheme

DFAT delegated third party access rights to CSC in respect of Papua New Guinea Superannuation Schemes which
are appropriated in Appropriation Act (No. 1) 2020-2021. CSC managed the payment of Pensions under the
scheme on behalf of DFAT.

Administered Cash Transfers to and from the Official Public Account

Revenue collected by CSC for use by the Government rather than CSC was Administered Revenue. Collections
are transferred to the Official Public Account (OPA) maintained by Finance. Conversely, cash is drawn from the
OPA to make payments under Parliamentary appropriations on behalf of Government.

Events After the Reporting Period

No matters have arisen since 30 June 2021 that have materially affected, or may materially affect, the operations
of CSC, the results of those operations, or the financial position of CSC in future financial years.
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Note 2: Expenses

2021 2020
$'000 $'000

Note 2.1: Employee benefits
Wages and salaries 52,688 49,251
Superannuation

Defined contribution plans 5,499 5,148

Defined benefit plans 1,748 1,855
Leave and other entitlements 6,562 4,977
Separation and redundancies 384 501
Total employee benefits 66,881 61,732
Note 2.2: Suppliers
Goods and services supplied or rendered
Consultants 11,216 10,260
Contractors 13,638 8,716
Information technology and communications 14,690 12,093
Insurance 1,163 887
Member communication 2,140 1,410
Property (other than rent) 1,357 1,616
Employee recruitment and support 1,175 1,580
Subscriptions and professional memberships 432 394
Training and development 653 816
Travel 340 1,150
Other goods and services 4,700 3,990
Total goods and services supplied or rendered 51,504 42,912

Goods supplied 1,157 1,241

Services rendered 50,347 41,671
Total goods and services supplied or rendered 51,504 42,912
Other supplier expenses
Operating lease rentals

Short-term leases’ 372 358
Workers compensation expenses 776 555
Total other suppliers 1,148 913
Total suppliers 52,652 43,825

1. The Melbourne, Adelaide and Brisbane office leases are for fixed terms of twelve months, and are classified as
short term leases. CSC has short-term lease commitments of $91,125 as at 30 June 2021 (2020: $216,000).

The above lease disclosures should be read in conjunction with the accompanying notes 2.3, 5.1 and 7.1.
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Note 2: Expenses (continued)

2021 2020
$'000 $'000

Note 2.3: Finance costs
Interest on lease liabilities 454 531
Other interest payments 39 42
Total finance costs 493 573

The above lease disclosures should be read in conjunction with the accompanying notes 2.2, 5.1 and 7.1.

Note 2.4: Write-down and impairment of other assets
Impairment of intangible assets - 290
Total write-down and impairment of other assets - 290

Note 2.5: Remuneration of Auditors

Financial statement audit services 82 106

Regulatory audit services required by legislation to be provided to

the auditor 9 9
91 115

The following additional services were provided by Deloitte:

Internal controls audit - other assurance engagement required by

legislation or contractual arrangements 118 115
Consulting Services - 60
118 175
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Note 3: Own-source Revenue and Gains

Note 3.1: Revenue from contracts with customers

Scheme administration fees - Australian Government entities (related
parties)

Services rendered to the ARIA Investments Trust

Other revenue - Australian Government entities (related parties)
Other revenue

Trustee Levies

Total revenue from contracts with customers

2021 2020
$'000 $'000
72,391 71,019
54,411 44,605
- 325

1,044 1,331
3,447 3,288
131,293 120,568

Australian Government entities (related parties)
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Note 3: Own-source Revenue and Gains (continued)

2021 2020
$'000 $'000
Note 3.2: Interest
Deposits 27 79
Total interest 27 79
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Note 4: Financial Assets

2021 2020
$'000 $'000
Note 4.1: Cash and cash equivalents
Cash in special account 46,618 40,077
Cash on deposit 11,992 12,729
Total cash and cash equivalents 58,610 52,806
Note 4.2: Trade and other receivables
Receivables for services

Services 6,902 5,698
Total receivables for services 6,902 5,698
Other receivables:

GST receivable 159 73
Total other receivables 159 73
Total trade and other receivables (gross) 7,061 5,771
Less impairment loss allowance - -
Total trade and other receivables (net) 7,061 5,771
Trade and other receivables (net) expected to be recovered in:

No more than 12 months 7,061 5,771
Total trade and other receivables (net) 7,061 5,771

Credit terms for services were within 30 days (

Accounting Policy

Financial Assets

allowance.

Trade receivables and other receivables that are held for the purpose of collecting the contractual cash flows,
where the cash flows are solely payments of principal and interest that are not provided at below-market interest
rates, are subsequently measured at amortised cost using the effective interest method adjusted for any loss
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Note 4: Financial Assets (continued)

Reconciliation of the Impairment Loss Allowance

Movements in relation to 2021

Services Total
$'000 $'000
As at 1 July 2020

Increase/(Decrease) recognised in net contribution by services - -
Amounts written off - -
Total as at 30 June 2021 - -

Movements in relation to 2020
Services Total
$'000 $'000

As at 1 July 2019
Increase/(Decrease) recognised in net contribution by services - -
Amounts written off - -
Total as at 30 June 2020 - -

Accounting Policy

AASB 9 impairment requirements for financial assets are based on a forward-looking expected credit loss (ECL)
model. The model applies to financial assets measured at amortised cost, contract assets and debt instruments
measured at fair value through other comprehensive income. Trade and other receivable assets at amortised
cost are assessed for impairment at the end of each reporting period. The simplified approach has been adopted
in measuring the impairment loss allowance at an amount equal to lifetime ECL.
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Note 5: Non-Financial Assets (continued)

Revaluations of non-financial assets

All revaluations were conducted in accordance with the fair value measurement policy stated at Note 16.1.
Independent valuers conducted the fair value assessment of the carrying values of all leasehold improvements and
property, plant and equipment assets, excluding right of use assets, as at 30 June 2021.

Contractual commitments for the acquisition of property, plant, equipment and intangible assets

CSC has contractual commitments totalling $1.375 million (2020: $0.697 million) for the acquisition of property,
plant and equipment and intangible assets.

Accounting Policy

Assets are recorded at cost on acquisition except as stated below. The cost of acquisition includes the fair value
of assets transferred in exchange and liabilities undertaken. Financial assets are initially measured at their fair
value plus transaction costs where appropriate.

Assets acquired at no cost, or for nominal consideration, are initially recognised as assets and income at their
fair value at the date of acquisition, unless acquired as a consequence of restructuring of administrative
arrangements. In the latter case, assets are initially recognised as contributions by owners at the amounts at
which they were recognised in the transferor’s accounts immediately prior to the restructuring.

Asset Recognition Threshold

Purchases of property, plant and equipment are recognised initially at cost in the statement of financial position,
except for purchases costing less than $4,000 (2020: $4,000), which are expensed in the year of acquisition
(other than where they form part of a group of similar items which are significant in total).

The initial cost of an asset includes an estimate of the cost of dismantling and removing the item and restoring
the site on which it is located. This is particularly relevant to ‘make good’ provisions in Canberra and Sydney
lease where there exists an obligation to the lessor. These costs are included in the value of CSC's leasehold
improvements with a corresponding provision for the ‘make good’ recognised.

Lease Right of Use (ROU) Assets

Leased ROU assets are capitalised at the commencement date of the lease and comprise of the initial lease
liability amount, initial direct costs incurred when entering into the lease less any lease incentives received. These
assets are accounted for by CSC as separate asset classes to corresponding assets owned outright, but included
in the same column as where the corresponding underlying assets would be presented if they were owned.

On initial adoption of AASB 16, CSC has adjusted the ROU assets at the date of initial application by the amount
of any provision for onerous leases recognised immediately before the date of initial application. Following initial
application, an impairment review is undertaken for any right of use lease asset that shows indicators of
impairment and an impairment loss is recognised against any right of use lease asset that is impaired. Lease
ROU assets continue to be measured at cost after initial recognition in Commonwealth agency, General
Government Sector and Whole of Government financial statements.

Revaluations

Following initial recognition at cost, property, plant and equipment and leasehold improvements (excluding ROU
assets) are carried at fair value less subsequent accumulated depreciation and accumulated impairment losses.
Valuations are conducted with sufficient frequency to ensure that the carrying amounts of assets do not differ
materially from the assets’ fair values as at the reporting date. The regularity of independent valuations depends
upon the volatility of movements in market values for the relevant assets.

Revaluation adjustments are made on a class basis. Any revaluation increment is credited to equity under the
heading of asset revaluation reserve except to the extent that it reverses a previous revaluation decrement of the
same asset class that was previously recognised in the surplus/deficit. Revaluation decrements for a class of
assets are recognised directly in the surplus/deficit except to the extent that they reverse a previous revaluation
increment for that class.
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Note 5: Non-Financial Assets (continued)

Revaluations (continued)

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the
asset and the asset restated to the revalued amount.

Depreciation
Depreciable property, plant and equipment assets are written-off to their estimated residual values over their
estimated useful lives to CSC using, in all cases, the straight-line method of depreciation.

Depreciation rates (useful lives), residual values and methods are reviewed at each reporting date and necessary
adjustments are recognised in the current, or current and future reporting periods, as appropriate.

Depreciation rates applying to each class of depreciable asset are based on the following useful lives:

2021 2020
Leasehold Improvements Lease term Lease term
Plant and Equipment 3to 10 years 3to 10 years

The depreciation rates for ROU assets are based on the commencement date to the earlier of the end of the
useful life of the ROU asset or the end of the lease term.

Impairment

All assets were assessed for indicators of impairment at 30 June 2021. Where indications of impairment exist,
the asset’s recoverable amount is estimated and an impairment adjustment made if the asset’s recoverable
amount is less than its carrying amount.

The recoverable amount of an asset is the higher of its fair value less costs of disposal and its value in use. Value
in use is the present value of the future cash flows expected to be derived from the asset. Where the future
economic benefit of an asset is not primarily dependent on the asset'’s ability to generate future cash flows, and
the asset would be replaced if the entity were deprived of the asset, its value in use is taken to be its depreciated
replacement cost.

Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no further future economic
benefits are expected from its use or disposal.

Intangibles
CSC's intangibles comprise internally developed software and purchased software for internal use. These assets
are carried at cost less accumulated amortisation and accumulated impairment losses.

Software is amortised on a straight-line basis over its anticipated useful life. The useful lives of CSC's software
are 3 to 10 years (2020: 3 to 10 years).

Purchased or internally developed intangibles are recognised initially at cost in the Statement of Financial
Position, except for purchased intangibles costing less than $80,000 (2020: $80,000) or internally developed
assets costing less than $80,000 (2020: $80,000). These items are expensed in the year of acquisition (other
than where they form part of a group of similar items which are significant in total).

Software assets under development but not yet available for use have been tested for impairment as at 30 June
2021. All software assets in use were assessed for indications of impairment as at 30 June 2021.

Accounting Judgements and Estimates

CSC has also made judgements in relation to the carrying value of internally generated software. The carrying
amount is based on the recoverability as assessed by management given the most recent information available,
including an impairment assessment as at 30 June 2021.
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Note 5: Non-Financial Assets (continued)

Note 5.2: Other non-financial assets

Prepayments

Total other non-financial assets

Other non-financial assets expected to be recovered in:
No more than 12 months
More than 12 months

Total other non-financial assets

2021 2020
$'000 $'000
6,537 5,096
6,537 5,096
5,739 4,485

798 611
6,537 5,096

No indicators of impairment were found for other non-financial assets (2020: Nil)
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Note 6: Payables

2021 2020
$'000 $'000
Note 6.1: Suppliers
Trade creditors and accruals 5,193 4,229
Total suppliers 5,193 4,229
Supplier payables expected to be settled in:

No more than 12 months 5,193 4,229
Total suppliers 5,193 4,229
Settlement is usually made within 20 days (2020: 20 days).

Note 6.2: Other payables
Wages and salaries 1,217 931
Unearned revenue 1,401 1,401
Other 126 64
Total other payables 2,744 2,396
Other payables expected to be settled in:
No more than 12 months 1,696 1,625
More than 12 months 1,048 771
Total other payables 2,744 2,396
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Note 7: Interest Bearing Liabilities

Note 7.1: Leases
Lease liabilities 26,704 24,062
Total leases 26,704 24,062

Maturity analysis - contractual undiscounted cash flows

Within 1 year 4,980 4,049
Between 1 to 5 years 17,420 13,144
More than 5 years 6,569 8,738
Total leases 28,969 25,931

Total cash outflow for leases for the year ended 30 June 2021 was $4,544,000 (2020: $4,525,000)

CSC in its capacity as lessee has leases for office accommodation in Canberra, Sydney and a data centre facility
at Hume.

Lease payments are subject to annual increases of 3.5% in the Canberra office, 4% fixed annual rate increases in
the Hume data centre and 4% fixed rate annual increases in the Sydney office. These lease agreements are non-
cancellable in the normal course of business.

The Canberra office lease has a further renewal option for 3 years and under the lease agreement CSC has a one
off right to surrender any one of its floors at any time on or after 1 January 2022. At present CSC has no intention
to exercise the option to surrender any floor in the Canberra office. The Sydney office and Hume data centre leases
have no further option for renewal.

The above lease disclosures should be read in conjunction with the accompanying notes 2.2, 2.3 and 5.1.

Accounting Policy
Leases

For all new contracts entered into, CSC considers whether the contract is, or contains a lease. A lease is defined
as ‘a contract, or part of a contract, that conveys the right to use an asset (the underlying asset) for a period of
time in exchange for consideration’.

Once it has been determined that a contract is, or contains a lease, the lease liability is initially measured at the
present value of the lease payments unpaid at the commencement date, discounted using the interest rate implicit
in the lease, if that rate is readily determinable, or the department’s incremental borrowing rate.

Subsequent to initial measurement, the liability will be reduced for payments made and increased for interest. It
is remeasured to reflect any reassessment or modification to the lease. When the lease liability is remeasured,
the corresponding adjustment is reflected in the right-of-use asset or profit and loss depending on the nature of
the reassessment or modification.
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Note 8: Provisions

2021 2020
$'000 $'000
Note 8.1: Employee provisions
Leave 15,520 13,463
Separations and redundancies - 117
Total employee provisions 15,520 13,580
Employee provisions expected to be settled in:
No more than 12 months 5,634 5,419
More than 12 months 9,886 8,161
Total employee provisions 15,520 13,580

Accounting Policy

Liabilities for short-term employee benefits and termination benefits expected within twelve months of the end of
reporting period are measured at their nominal amounts.

Leave

The liability for employee benefits includes provision for annual leave and long service leave. The leave liabilities
are calculated on the basis of employees’ remuneration at the estimated salary rates that will be applied at the
time the leave is taken, including the employer superannuation contribution rates to the extent that the leave is
likely to be taken during service rather than paid out on termination.

The liability for long service leave has been determined by reference to the Australian Government short hand
method. The estimate of the present value of the liability takes into account attrition rates and pay increases
through promotion and inflation.

Separation and Redundancy

CSC recognises a provision for separation and redundancy benefit payments when it has developed a detailed
formal plan for the terminations and has informed those employees affected that it will carry out the terminations.

Superannuation

Staff are members of the Commonwealth Superannuation Scheme (CSS), the Public Sector Superannuation
Scheme (PSS), or the PSS accumulation plan (PSSap), or other superannuation funds held outside the
Australian Government. The CSS and PSS are defined benefit schemes for Australian Government employees.

The PSSap is a defined contribution scheme. The liability for defined benefits is recognised in the financial
statements of the Australian Government and is settled by the Australian Government in due course. This liability
is reported in the Department of Finance’s administered schedules and notes.

CSC makes employer contributions to the employees' defined benefit superannuation scheme at rates
determined by an actuary to be sufficient to meet the current cost to the Government. CSC accounts for the
contributions as if they were contributions to defined contribution plans.
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Note 8: Provisions (continued)

2021 2020
$'000 $'000
Note 8.2: Other provisions
Provision for restoration obligations 2,193 2,616
Total other provisions 2,193 2,616

Provision for

restoration Total other
obligations provisions
$°000 $°000
As at 1 July 2020 2,616 2,270
Additional provisions made - 320
Unwinding of discount or change in discount rate (176) 42
Amounts reversed (247) (16)
Total as at 30 June 2021 2,193 2,616
2021 2020
$'000 $'000

Other provisions are expected to be settled in:
No more than 12 months - 247
More than 12 months 2,193 2,369
Total other provisions 2,193 2,616

CSC currently has 1 (2020:2) agreement for the leasing of premises which has provisions requiring CSC to restore
the premises to their original condition at the conclusion of the lease. CSC has made a provision to reflect the
present value of this obligation..
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Note 9: Cash Flow Reconciliation

2021 2020
$'000 $'000
Reconciliation of cash and cash equivalents as per Statement of
Financial Position to Cash Flow Statement
Cash and cash equivalents as per:
Cash Flow Statement 58,610 52,806
Statement of Financial Position 58,610 52,806
Difference - -
Reconciliation of net contribution by services to net cash
from/(used by) operating activities
Net contribution by services 1,649 4,675
Adjustments for non-cash items
Depreciation and amortisation 9,892 9,552
Write down and impairment of assets - 290
Movements in assets and liabilities
Assets
(Increase) / decrease in trade and other receivables (1,290) (1,785)
(Increase) / decrease in other non-financial assets (1,441) (388)
Liabilities
Increase / (decrease) in supplier payables 1,329 (7,831)
Increase / (decrease) in other payables 348 163
Increase / (decrease) in employee provisions 1,940 (544)
Increase / (decrease) in other provisions (423) 346
Net cash from operating activities 12,004 4,478
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Note 10: Appropriations (continued)
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Note 10: Appropriations (continued)
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Note 10: Appropriations (continued)
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Note 11: Special Accounts

Note 11: Special Accounts

CSC Special Account Services for Other Entities and

(Departmental)’ Trust Moneys?
2021 2020 2021 2020
$0'000 $0'000 $0'000 $0'000
Balance brought forward from previous
period 42,372 44,528 4,594 4,291
Increases
Other Receipts 131,033 118,457 169,117 110,414
Total increases 131,033 118,457 169,117 110,414
Available for payments 173,405 162,985 173,711 114,705
Decreases
Departmental
Payment made to suppliers (61,144) (58,825) - -
Payment made to employees (64,669) (61,788) - -
Total departmental decrease (125,813) (120,613) - -
Special Public Money
Payments made to others - - (171,453) (110,111)
Total special public money decrease - - (171,453) (110,111)
Total decreases (125,813) (120,613) (171,453) (110,111)
Balance represented by:
Cash held in CSC bank accounts 974 2,295 - -
Cash held in the Official Public Account 46,618 40,077 2,258 4,594
Total balance carried to the next period® 47,592 42,372 2,258 4,594

1- Appropriation: Public Governance, Performance and Accountability Act 2013 section 80.

Establishing Instrument: Section 29E Governance of Australian Government Superannuation Schemes Legislation
Amendment Act 2015.

Purpose: For the receipt and expenditure of monies in connection with the provision of administration, accounting
and other support services.

2. Appropriation: Public Governance, Performance and Accountability Act 2013 section 78.
Establishing Instrument: Financial Management and Accountability Determination 2011/06

Purpose: For the receipt and expenditure of monies in connection with payments made on behalf of CSS, PSS, and
MSBS, and for the receipt and expenditure of monies temporarily held on trust or otherwise for the benefit of a
person other than the Commonwealth. The Trust monies represent returned benefits which have not yet been
subsequently repaid to the member.

3- Amounts differ to Note 4.1 as the balances do not include cash on deposit held outside the Special Account. The
closing balance of CSC Special Account (Departmental) and Services for Other Entities and Trust Moneys does
not include amounts held in trust (2020: $Nil). See Note 18 Assets Held in Trust for more information.
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Note 12: Key Management Personnel Remuneration

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of CSC. Key management personnel remuneration is reported in the table below:

2021 2020
$'000 $'000
Short-term employee benefits 5,908,708 5,577,933
Post-employment benefits 366,109 421,596
Other long-term employee benefits 159,185 (30,065)
Total key management personnel remuneration 6,434,002 5,969,464

Key management personnel comprise the Directors of CSC and those Executives of CSC that have authority and
responsibility for planning, directing and controlling the activities of CSC.

The total number of key management personnel that are included in the above table are 21 individuals (2020: 22
individuals).

The Directors of CSC throughout the year ended 30 June 2021 and to date of this report were:

Ariane Barker Garry Hounsell (Chair, Appointed 25 July 2021,
Juliet Brown (Appointed 13 September 2021) previously director until 23 July 2021)

Patricia Cross (Chair, Term ended 30 June 2021) Anthony Needham

Melissa Donnelly (Appointed 1 July 2020) Margaret Staib

Christopher Ellison Michael Vertigan (Term ended 30 June 2021)

Alistair Waters

In addition to the Directors, the following Executives of CSC had authority and responsibility for planning, directing
and controlling the activities of the Scheme throughout the year ended 30 June 2021 were:

Paul Abraham Executive Manager, Investment Operations

Catharina Armitage Head of People

Peter Carrigy-Ryan Chief Executive Officer (Retired 12 July 2020)

Robert Firth Chief Risk Officer

Philip George Chief Transformation Officer (Previously Special Advisor,
Member Outcomes until 31 July 2020)

Damian Hill Chief Executive Officer (Commenced 13 July 2020)

Peter Jamieson Chief Customer Officer

Andrew Matuszczak Executive Manager, Technology (Commenced 31 August 2020)

Adam Nettheim Head of Customer Operations

Alana Scheiffers General Counsel

Alison Tarditi Chief Investment Officer

Andy Young Chief Operating Officer

The following changes to the executives of CSC were made subsequent to 30 June 2021:

Catharina Armitage Executive Manager, People (Previously Head of People until 30 June 2021)
Philip George Executive Manager, Transformation (Previously Chief
Transformation Officer until 30 June 2021)
Andrew Matuszczak Chief Transformation and Information Officer (Previously
Executive Manager, Technology until 30 June 2021)
Adam Nettheim Executive Manager, Customer Operations (Previously

Head of Customer Operations until 30 June 2021)
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Note 13: Related Parties Disclosure

Related parties to this entity are the Directors, the Executive, the Portfolio Minister and other Australian
Government entities.

Transactions with Related Parties

Given the breadth of Government activities, related parties may transact with the government sector in the same
capacity as ordinary citizens. Such transactions include the payment or refunds of taxes, receipt of Medicare
rebates or higher education loans. These transactions have not been disclosed in this note.

The following transactions with related parties occurred during the financial year:

- Commonwealth Superannuation Corporation transacts with other Australian Government controlled entities
consistent with the normal day to day business operations under normal terms and conditions, including the
payment of workers compensation insurance premiums (Note 2.2), and the receipt of superannuation scheme
administration fees (Note 3.1).

- Refer to Note 8.1 Employee Provisions for details on superannuation arrangements with the Commonwealth
Superannuation Scheme, the Public Sector Superannuation Scheme (PSS), and the Public Sector
Superannuation Accumulation Plan (PSSap).

The following key management personnel are members of the schemes for which CSC is the Trustee:

Juliet Brown (PSS)

Melissa Donnelly (PSSap)
Christopher Ellison (PSSap)
Anthony Needham (MSBS & PSSap)
Margaret Staib (DFRDB & PSSap)
Alistair Waters (PSSap)

Paul Abraham (PSSap)

Catharina Armitage (PSSap)

Peter Carrigy-Ryan (CSS and PSSap)
Robert Firth (PSSap)

Philip George (PSSap)

Damian Hill (PSSap)

Peter Jamieson (PSSap)

Adam Nettheim (PSSap)

Alana Scheiffers (MSBS & PSSap)
Alison Tarditi (PSSap)

Andy Young (PSSap)

During the financial year, Margaret Staib was a member of the Council of the Australian Strategic Policy Institute,
which made superannuation contributions to the PSS and PSSap schemes for which CSC is the Trustee. The
contributions were made at arm’s length as part of a normal employer relationship on terms and conditions no
more favourable than if the employer had not been a director-related entity.
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Note 14: Contingent Assets and Liabilities

Quantifiable Contingencies
CSC is not aware of any events that require it to report quantifiable contingencies (2020: Nil).

Unquantifiable Contingencies
CSC is not aware of any events that require it to report unquantifiable contingencies (2020: Nil).

Accounting Policy

Contingent liabilities and contingent assets are not recognised in the statement of financial position but are
reported in the notes. They may arise from uncertainty as to the existence of a liability or asset or represent an
asset or liability in respect of which the amount cannot be reliably measured. Contingent assets are disclosed
when settlement is probable but not virtually certain and contingent liabilities are disclosed when settlement is
greater than remote.
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Note 15: Financial Instruments

2021 2020
$'000 $'000
Note 15.1: Categories of financial instruments
Financial assets measured at amortised cost
Cash and cash equivalents 58,610 52,806
Trade and other receivables 6,902 5,698
Total financial assets at amortised cost 65,512 58,504
Financial liabilities measured at amortised cost
Trade creditors and accruals 5,193 4,229
Other payables 1,343 995
Total financial liabilities measured at amortised cost 6,536 5,224

Accounting Policy

Financial assets

Under AASB 9 Financial Instruments, CSC classifies its financial assets in the following categories:
a) financial assets at fair value through profit or loss;

b) financial assets at fair value through other comprehensive income; and

c) financial assets measured at amortised cost.

The classification depends on both the CSC's business model for managing the financial assets and contractual
cash flow characteristics at the time of initial recognition. Financial assets are recognised when CSC becomes a
party to the contract and, as a consequence, has a legal right to receive or a legal obligation to pay cash and
derecognised when the contractual rights to the cash flows from the financial asset expire or are transferred upon
trade date.

Financial Assets at Amortised Cost

Financial assets included in this category need to meet two criteria:

1. the financial asset is held in order to collect the contractual cash flows; and

2. the cash flows are solely payments of principal and interest (SPPI) on the principal outstanding amount.

Amortised cost is determined using the effective interest method.

Effective Interest Method
Income is recognised on an effective interest rate basis for financial assets that are recognised at amortised cost.

Financial Assets at Fair Value Through Other Comprehensive Income (FVOCI)
Financial assets measured at fair value through other comprehensive income are held with the objective of both
collecting contractual cash flows and selling the financial assets and the cash flows meet the SPPI test.

Any gains or losses as a result of fair value measurement or the recognition of an impairment loss allowance is
recognised in other comprehensive income.

Financial Assets at Fair Value Through Profit or Loss (FVTPL)

Financial assets are classified as financial assets at fair value through profit or loss where the financial assets
either doesn't meet the criteria of financial assets held at amortised cost or at FVOCI (i.e. mandatorily held at
FVTPL) or may be designated.

Financial assets at FVTPL are stated at fair value, with any resultant gain or loss recognised in profit or loss. The
net gain or loss recognised in profit or loss incorporates any interest earned on the financial asset.
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Note 15: Financial Instruments (continued)

Accounting Policy (continued)

Impairment of Financial Assets

Financial assets are assessed for impairment at the end of each reporting period based on Expected Credit
Losses, using the general approach which measures the loss allowance based on an amount equal to lifetime
expected credit losses where risk has significantly increased, or an amount equal to 72-month expected credit
losses if risk has not increased.

The simplified approach for trade, contract and lease receivables is used. This approach always measures the
loss allowance as the amount equal to the lifetime expected credit losses.

A write-off constitutes a derecognition event where the write-off directly reduces the gross carrying amount of the
financial asset.

Financial Liabilities

Financial liabilities are classified as either financial liabilities ‘at fair value through profit or loss’ or other financial
liabilities. Financial liabilities are recognised and derecognised upon ‘trade date’.

Financial Liabilities at Fair Value Through Profit or Loss

Financial liabilities at fair value through profit or loss are initially measured at fair value. Subsequent fair value
adjustments are recognised in profit or loss. The net gain or loss recognised in profit or loss incorporates any
interest paid on the financial liability.

Financial Liabilities at Amortised Cost

Financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. These
liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense
recognised on an effective interest basis.

Supplier and other payables are recognised at amortised cost. Liabilities are recognised to the extent that the
goods or services have been received (and irrespective of having been invoiced).

2021 2020
$'000 $'000
Note 15.2: Net Gains or Losses on Financial Assets
Financial assets at amortised cost
Interest revenue 27 79
Net gains on financial assets at amortised cost 27 79

Note 15.3: Net Gains or Losses on Financial Liabilities
There is no net interest expense from financial liabilities not at fair value through profit or loss (2020: Nil)

Note 15.4: Fair Value of Financial Instruments

The carrying amount for all financial assets and liabilities is equal to their fair value in the years ending 30 June
2021 and 30 June 2020.

Note 15.5: Credit Risk

CSC is exposed to minimal credit risk as loans and receivables are comprised of trade receivables only. The
maximum exposure to credit risk is the risk that arises from potential default of a debtor. This amount is equal to
the balance of trade receivables, interest receivable and reimbursements (excluding GST receivable) 2021:
$6,902,000 (2020: $5,698,000).
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Note 15: Financial Instruments (continued)

Maximum Exposure to Credit Risk

2021 2020
$'000 $'000
Financial assets carried at amount not best representing maximum
exposure to credit risk
Cash and cash equivalents 58,610 52,806
Receivables for services 6,902 5,698
Total financial assets carried at amount not best representing
maximum exposure to credit risk 65,512 58,504

CSC has assessed the risk of the default on payment and has an impairment loss allowance: Nil (2020: Nil). CSC
has calculated its impairment loss allowance based on its historical observed default rates, adjusted for forward-
looking estimates. CSC is exposed to low levels of credit risk as majority of its debtors are the ARIA Investment
Trust and PSSap and ADF schemes, who have low risk of default. CSC manages credit risk by following up debtors
before the due date to ensure payment. In addition, policies and procedures are in place that guide employee debt
recovery techniques. CSC holds no collateral to mitigate against credit risk.

Note 15.6: Liquidity Risk

CSC's financial liabilities are suppliers and other payables. The exposure to liquidity risk is based on the notion that
CSC will encounter difficulty in meeting its obligations associated with financial liabilities. This is highly unlikely due
to funding received for specific projects and internal policies and procedures put in place to ensure there are
appropriate resources to meet CSC's financial obligations.

Maturities for non-derivative financial liabilities 2021

On within 1to 2 2to5 >5
demand 1 year years years years Total
$'000 $'000 $'000 $'000  $'000 $'000
Trade creditors and accruals - 5,193 - - - 5,193
Other - 1,343 - - - 1,343
Total - 6,536 - - - 6,536

Maturities for non-derivative financial liabilities 2020

On within 1to2 2to5 >5
demand 1 year years years  years Total
$'000 $'000 $'000 $'000  $'000 $'000
Trade creditors and accruals - 4,229 - - - 4,229
Other - 995 - - - 995
Total - 5,224 - - - 5,224

During 2020-21 the majority of CSC's activities were funded through direct charges for scheme administration
services and trustee services. CSC manages its budgeted funds to ensure it has adequate funds to meet payments
as they fall due. In addition, CSC has procedures in place to ensure timely payments are made when due and has
no past experience of default.

Note 15.7: Fair Value of Financial Instruments

CSC holds basic financial instruments that do not materially expose CSC to market risks, including 'interest rate
risk', 'currency risk' or 'other price risk'.
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Note 16: Fair Value Measurements

The following tables provide an analysis of assets and liabilities that are measured at fair value. The remaining
assets and liabilities disclosed in the Statement of Financial Position do not apply the fair value hierarchy.

The different levels of the fair value hierarchy are defined below:

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that CSC

can access at measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset and
liability, either directly or indirectly.

Level 3: Unobservable inputs for the asset or liability.

Accounting Policy

Valuations are conducted with sufficient frequency to ensure that the carrying amounts of assets do not differ
materially from the assets’ fair values as at the reporting date. The regularity of independent valuations depends
upon the volatility of movements in market values for the relevant assets.

An independent valuer conducted a fair value assessment of the carrying values of all leasehold improvements
and property, plant and equipment at 30 June 2021.

CSC Annual Report 2020-21 147



'S9|21YaA Jojow Joj Josse asn Jo Jybu epnjoul jou seop juswdinbe pue jueld ‘Ausdold -
“Jeak ay} Buunp Aydielaly ay} JO Z [9AS] PUE | [9AS] U9SM]S] SISJSUBI)} OU USS(Q 9ABY 8IaY]
*1.20Z aunr Qg 1e se siseq BuLndal-uou e UO aN|eA Jley Je S}9SSE [elouBUl-UOU AU ainseaw jou pIp JSD -

"UOINISOd [EIOUBUI JO JUSWISJE)S SU} Ul 8N[eA Jiej Je painseauw jou ale 9SO Aq penodal sanjigel| pue sjesse Buluiewsals ay] ¢

‘asn

1s8q pue }seybly Jiey} paJopISuod S| S}9SSE [eloUBUL UOU-||B JO 8sn juauind ay] Joud e Buiausp jo sesodind sy Joj pjay jou ale pue sesodind |euoielado 10j pjay ale s}esse $,0S0

"sieak snoinaid woly pasn anbluyoa} uonen|ea uj sabueyd ou alem a1ay] -,

L1 L) ¥oLLL uoljisod
|eloueul Jo Juawajels ay)
ul S}9SSE JO Ssjuawalnseaw
anjeA Jiey [ejo|
€LLLL P9LLL S}OSSE [eIoUBUI-UOU )01
J9SSE JO 90 1500 € [9A97 666°C Lov‘c o(38dd) yuswdinbs
Ud2s9|0S! Jaua! uawaoe|dal ue jueld ‘Auadou
‘39dd pue sjuswaroidwi pjoyases| ‘buip|ing . } _ pueueld A d
2]WLOU02d pajeoaidaq
10 anjeA Jie} a8y} ul abueyd aysoddo Ajjeuonoauip e Aq paiuedwodoe SLNSUO
S| }9SSE JO 90U9IS9|0SCO/}JoUaq JIWLOUOID PAWNSUOD P wa
d 8] : d
104 pasn uondwnsse ay} ul 8bueyd v “Jgdd pue siuawanoidwi 1500 JusWaoE|dey
ployases| ‘Buip|ing jo anjeA Jiej ay} ul abueyd Jejwis Ajjeuonoaiip 55SE 10 50 0o one . . SUBLIOAOIALI DIOUSSES
e Aq paiuedwoooe s }s00 Juswaoe|dal Joj pasn uondwnsse } g ! Elenaigles €0e's } ' pIoy 1
u99s9|0SqOAleUAq juswaoe|dal
2y} ul ebueyd v ‘JuswaInsesw aneA Jiej Jualayip Ajueoiubis e ul
O]WOU09d pajeroaidaq
jJInsaJ pjnom uoie|osi ul sindul 8y} Jo Aue ul sjuswasow Juediubig
pawnsuo)
mau
1500 Juswaoe|day
;S}9SSe |elouBUY-UON
sishjeuy Ayanisuag  pasn sinduj ,enbluydsa ) sve(€40Z°L  000.$ 000.$
uonenjep  |9A97) AloBajed 0zoz 1202

juswaINSea|\ anjeA Jied :1'9| 3JON
(pPanunuo9) sjuswainsea|\ anjeA Jie4:9| 90N

1202 aunp og papus Jeaf ayp Joo
sjuawiaje}s |[eloueul{ ay} o} Sa)}oN

uonelodion uonenuueladng yjjeamuowwon

148 CSC Annual Report 2020-21



"S9|2IYaA Jojow Joj Josse asn Jo JybL apnjoul jou saop juswdinba pue jueld ‘Auadoid -
"Jeak 8y} BuLINp € [8A8] JO JNO 10 OJUl PBLIBJSUR) BIOM S}OSSe ON
"S}asse Jo Juawliedw] pue UMOP-a)IM pue asuadxa UoljesiHoWwe pue uoleloaidap Japun awodul dAISUayaIdwoy Jo Juswalels auy} ul pajussald ale (sasso|)/suleb asay] -,

L1 voLLL GS6'C L9v'e 812’8 €0¢‘8 aunr Qg je se |ejo|
454 256°L 144 256°L L - seseyaind
- GL9‘lL - 1S - 8GG‘L £8WOdUI 8AISUaYa1dwod Jayjo ul pasiubooal (sessol)/suieb |ejo
(981°¢) (926'2) (589'1) (e0s‘y) (1og'1) (e2v'1) 180IAI9S AQ UONGUIUOD JBU Ul pasiuBodal (sassol)/suleb [ejo L
yrd%4" €LLLL SLy'y 656 ZLL'6 ] A Ainp  je sy
000.$ 000.$ 000.$ 000.$ 000.$ 000.$
0c20e [XAIYA 0coc Leoe 0coc ¥A114
|ejol Auawdinb3g pue jue|d ‘Aladoud sjuawanoidw] pjoyasea

SjuaWaINSea\ anjeA Jieq € [9A97 BulLINO3Y 10} UOIJEI|IOU0I3Y :Z'9] 9JON

"UOIJJOPISUOD JBPUN JOSSE BU} 0} JUBAS|SJ SI0}O0B) 90USISS|0SIO |BUIBIXS puUB D1Wouods ‘|eoisAyd
Buipsebal Juswabpn( [euoissajold UO paseq paulwIa}ep Usad SeyY 80UsIS9|0SJO 19SSE/laUa] DIWOU0Id PaWNSU0) “(Uoleoaidap paje|nwinooe) 8o0Us9Ss|0Sgo J9SSe/jIausq dlWoU0dd
paWNSU0D S} JUNOJOE Ojul B e} 0} pajsnipe uay) pue pajenoles si Josse ay) aoe|dal 0} }s00 pajewnss ay} yoeoldde D¥Q ay) Jopun "yoeoidde ((D¥QA) 100 Juswaoe|dal pajeioaidep)
1S00 By} Buisiin painsesw Usaq SABY S0USPIAS J9YJBW B|qeAlasqo Wols anjeA Jo suoluido aAnosfqo dojeasp 0} Aousledsuel; Jo Aousnbaiy ybnous yum joesuel} Jou op jey) S}essy

18SSE JO 80U8058[0Sq0/jjousq JIlioU0J8 Ppelunsuoy)

:SMOJ|0} SB Pajen|eAd pue paAlap usaq aAey DS AqQ pasijin sindul € |9As] Jueoyiubig
(panuipuo9) syuswainses|y anjeA Jie4 :9| 90N
1202 8unp 0g pepus ieah ayj 4o

sjuawidje)s |eldueulq ayj o) S38JoN
uonelsodion uonjenuuesadng yjjeamuowwod

CSC Annual Report 2020-21 149



Commonwealth Superannuation Corporation
Notes to the Financial Statements
For the year ended 30 June 2021

Note 17: Current/Non-Current Distinction for Assets and Liabilities

2021 2020
$'000 $'000
Assets expected to be recovered in:
No more than 12 months
Cash and cash equivalents 58,610 52,806
Trade and other receivables 7,061 5,771
Other non-financial assets 5,739 4,485
Total no more than 12 months 71,410 63,062
More than 12 months
Buildings (ROU Asset) 20,487 17,162
Leasehold improvements 8,303 8,218
Property, plant and equipment 3,541 2,985
Intangibles 11,237 14,448
Other non-financial assets 798 611
Total more than 12 months 44,366 43,424
Total assets 115,776 106,486
Liabilities expected to be settled in:
No more than 12 months
Suppliers 5,193 4,229
Other payables 1,696 1,625
Lease liabilities 4,201 3,560
Employee provisions 6,528 5,419
Other provisions - 247
Total no more than 12 months 17,618 15,080
More than 12 months
Other payables 1,048 771
Lease liabilities 22,503 20,502
Employee provisions 8,992 8,161
Other provisions 2,193 2,369
Total more than 12 months 34,736 31,803
Total liabilities 52,354 46,883
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Commonwealth Superannuation Corporation
Notes to the Financial Statements
For the year ended 30 June 2021

Note 18: Assets Held in Trust

Monetary assets

Shown below are the values of gross assets held in Trust by CSC in its capacity as Trustee of the CSS, PSS,
PSSap, MSBS and ADF Super. The assets comprise units in the AIT, for which CSC is also Trustee, plus cash and
cash equivalents and sundry debtors.

2021 2020
$'000 $'000
CSS
Opening balance 1,957,075 2,421,629
Closing balance 1,823,980 1,957,075
PSS
Opening balance 20,424,132 21,253,268
Closing balance 23,206,659 20,424,132
PSSap
Opening balance 15,556,947 14,690,228
Closing balance 19,363,336 15,556,947
MSBS
Opening balance 10,370,122 10,334,286
Closing balance 12,288,071 10,370,122
ADF Super
Opening balance 501,962 301,698
Closing balance 860,847 501,962
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Commonwealth Superannuation Corporation
Notes to the Financial Statements
For the year ended 30 June 2021

Note 19: Reporting of Outcomes

Outcome 1!

2021 2020

$'000 $'000
Expenses
Employees 66,881 61,732
Suppliers 52,652 43,825
Depreciation and amortisation 9,892 9,552
Finance costs 493 573
Write-down and impairment of assets - 290
Total expenses 129,918 115,972
Own-source revenue
Revenue from contracts with customers 131,293 120,568
Interest 27 79
Total own-source income 131,320 120,647
Assets
Cash and cash equivalents 58,610 52,806
Trade and other receivables 7,061 5,771
Buildings (ROU Asset) 20,487 17,162
Leasehold improvements 8,303 8,218
Property, plant and equipment 3,541 2,985
Intangibles 11,237 14,448
Other non-financial assets 6,537 5,096
Total assets 115,776 106,486
Liabilities
Supplier payables 5,193 4,229
Other payables 2,744 2,396
Leases 26,704 24,062
Employee provisions 15,520 13,580
Other provisions 2,193 2,616
Total liabilities 52,354 46,883

- CSC has one outcome: Retirement and insurance benefits for scheme members and beneficiaries, including past,
present and future employees of the Australian Government and other eligible employers and members of the
Australian Defence Force, through investment and administration of their superannuation funds and schemes. Net
costs shown included intra-government costs that were eliminated in calculating the actual Budget Outcome.
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PSSap Financial
Statements

INDEPENDENT AUDITOR’S REPORT

To the Minister for Finance and Members of the Public Sector Superannuation Accumulation
Plan

Opinion

In my opinion, the financial statements of the Public Sector Superannuation Accumulation Plan for the year
ended 30 June 2021 present fairly, in all material respects, the financial position of the Public Sector
Superannuation Accumulation Plan as at 30 June 2021 and its financial performance and cash flows for the year
then ended in accordance with Australian Accounting Standards.

The financial statements of the Public Sector Superannuation Accumulation Plan which | have audited, comprise
the following as at 30 June 2021 and for the year then ended:

e Statement by the Trustee of the Public Sector Superannuation Accumulation Plan;

e Statement of Financial Position;

e |Income Statement;

e Statement of Changes in Member Benefits;

e Statement of Changes in Equity;

e Statement of Cash Flows; and

e Notes to and forming part of the financial statements, comprising a Summary of Principal Accounting
Policies and other explanatory information.

Basis for opinion

| conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Public Sector Superannuation Accumulation Plan in accordance with the relevant ethical requirements
for financial statement audits conducted by the Auditor-General and his delegates. These include the relevant
independence requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (including Independence Standards) (the Code) to the extent that they are
not in conflict with the Auditor-General Act 1997. The Auditor-General is mandated to perform the audit of the
Public Sector Superannuation Accumulation Plan, pursuant to the Superannuation Act 1990. | am the delegate
of the Auditor-General responsible for the conduct of this audit and | am a member of the Public Sector
Superannuation Accumulation Plan. | have no involvement in any investment or any other decision made by the
trustee of Public Sector Superannuation Accumulation Plan. A number of safeguards are in place in respect of
my independence, including a quality review by an appropriately skilled auditor who is not a member of the
Public Sector Superannuation Accumulation Plan. | have also fulfilled my other responsibilities in accordance
with the Code. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.

Trustee’s responsibility for the financial statements

The superannuation entity’s trustee is responsible for the preparation and fair presentation of financial
statements that comply with Australian Accounting Standards and the form agreed with the Minister for Finance
and the requirements of the Superannuation Industry (Supervision) Act 1993 (SIS Act) and the Superannuation
Industry (Supervision) Regulations 1994 (SIS Regulations). Those Charged with Governance are also responsible
for such internal control as they determine is necessary to enable the preparation that are free from material
misstatement, whether due to fraud or error.

GPO Box 707 CANBERRA ACT 2601
38 Sydney Avenue FORREST ACT 2603
Phone (02) 6203 7300 Fax (02) 6203 7777
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In preparing the financial statements, the trustee is responsible for assessing the ability of the Public Sector
Superannuation Accumulation Plan to continue as a going concern, disclosing, as applicable, matters related to
going concern as applicable and using the going concern basis of accounting unless the trustee either intends to
liquidate the entity or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, | exercise
professional judgement and maintain professional scepticism throughout the audit. I also:

e identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustee;

e conclude on the appropriateness of the trustee’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the entity’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions
may cause the entity to cease to continue as a going concern; and

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

| communicate with the trustee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that | identify during my audit.

Australian National Audit Office

\ e

Bola Oyetuniji

Group Executive Director
Delegate of the Auditor-General
Canberra

29 September 2021
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Public Sector Superannuation Accumulation Plan (ABN 65127 917 725)
Statement by the Trustee of the Public Sector Superannuation Accumulation Plan (‘Plan’)

The Board of Directors hereby states that in its opinion:

(a) The accompanying financial statements of the Public Sector Superannuation Accumulation Plan are
properly drawn up so as to present fairly the financial position of the Plan as at 30 June 2021 and the
financial performance, changes in equity, changes in member benefits and cash flow s of the Plan for the

year ended on that date;

(b) at the date of this statement there are reasonable grounds to believe that the Plan will be able to pay its

debts as and w hen they fall due;

(c) the financial statements are in a form agreed by the Minister for Finance and the Trustee in accordance
with sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act
2011and have been prepared in accordance with Australian Accounting Standards and other mandatory

professional reporting requirements;

(d) the financial statements have been prepared based on properly maintained financial records; and

(e) the operations of the Plan w ere conducted in accordance w ith the Governance of Australian Government
Superannuation Schemes Act 2011, the Superannuation Act 2005, the Trust Deed establishing the Plan,
the requirements of the Superannuation Industry (Supervision) Act 1993 and regulations, and the relevant

requirements of the Corporations Act 2001 and regulations (to the extent applicable).

Signed this 29th day of September 2021 in accordance with a resolution of directors of Commonw ealth

Superannuation Corporation (ABN 48 882 817 243) as Trustee of the Plan.

Garry Hounsell Air Vice-Marshal Margaret Staib

Chair Director

The accompanying financial statements have been drawn up in accordance with Accounting Standards in Australia.
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Public Sector Superannuation Accumulation Plan
Statement of Financial Position
As at 30 June 2021

2021 2020

Note $'000 $'000
Assets
Cash and cash equivalents 191,048 209,963
Other receivables 4 287 363
Investments in pooled superannuation trust 5 19,170,418 15,345,249
Deferred tax asset 9(c) 1,583 1,372
Total assets 19,363,336 15,556,947
Liabilities
Benefits and pensions payable (1,579) (2,187)
Income tax payable (163,061) (186,976)
Other payables 8 (10,653) (9,281)
Total liabilities excluding member benefits (175,293) (198,444)
Net assets available for memberbenefits 19,188,043 15,358,503
Defined contribution member liabilities
Allocated to members 10 (18,911,587) (15,268,949)
Unallocated to members 10 (197,536) (30,509)
Total defined contribution member liabilities (19,109,123) (15,299,458)
Net assets 78,920 59,045
Equity
Operational risk reserve (66,456) (59,045)
Administration reserve (12,464) -
Total equity (78,920) (59,045)

The attached notes form part of these financial statements.
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Public Sector Superannuation Accumulation Plan
Income Statement
For the Financial Year Ended 30 June 2021

Investmentrevenue

Interest

Changes in fair value of investments
Other revenue

Total revenue /(loss)

Administration expenses
Total expenses
Operating results / (loss)

Net benefits allocated to members' accounts
Operating result before income tax be nefit

Income tax benefit

Operating result after income tax be nefit

The attached notes form part of these financial statements.
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Note

2021 2020
$'000 $'000

87 926
2,826,553 (104,720)
308 206
2,826,948 (103,588)
(13,280) (12,218)
(13,280) (12,218)
2,813,668 (115,806)
(2,815,595) 114,536
(1,927) (1,270)
1,978 1,697

51 427




Public Sector Superannuation Accumulation Plan
Statement of Changes in Member Benefits
For the Financial Year Ended 30 June 2021

2021 2020
Note $'000 $'000

Opening balance of memberbenefits allocated at
the beginning of the financial year 15,268,949 14,410,596
Contributions:

Member contributions 7(a) 90,831 65,011
Employer contributions 7(a) 1,432,262 1,330,152
Transfers from other funds 7(a) 455,057 522,739
Government co-contributions 7(a) 240 242
Low income superannuation tax offset 7(a) 2,569 2,654
Income tax on contributions 9(b) (220,563) (204,634)
Net after tax contributions 1,760,396 1,716,164
Benefits to members 7(b) (695,142) (704,317)
Insurance premiums paid to insurer (104,059) (101,241)
Insurance claim payments received from insurer 37,090 41,910
Tax rebate on insurance premiums paid to insurer 9(b) 15,609 15,187
Net benefits allocated to members' accounts 2,815,595 (114,536)
Net transfers to reserves (19,824) (7,698)
Net (increase) in amounts not yet allocated to
members' accounts (167,027) 12,884
Closing balance of memberbenefits allocated at
the end of the financial year 18,911,587 15,268,949

The attached notes form part of these financial statements.
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Public Sector Superannuation Accumulation Plan

Statement of Changes in Equity
For the Financial Year Ended 30 June 2021

Opening balance as at 1 July 2019
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2020

Opening balance as at 1 July 2020
Operating result
Net transfers to / (from) reserves

Operational Administration Total
riskreserve reserve equity
$'000 $'000 $'000
50,920 - 50,920

427 - 427

7,698 - 7,698

59,045 - 59,045
59,045 - 59,045

51 - 51

7,360 12,464 19,824
66,456 12,464 78,920

Closing balance as at 30 June 2021

The attached notes form part of these financial statements.

160 CSC Annual Report 2020-21



Public Sector Superannuation Accumulation Plan
Statement of Cash Flows
For the Financial Year Ended 30 June 2021

Cash flows from operating activities

Interest received

Income tax (paid) / received

Other revenue received

Administration expenses paid

Net cash (outflows) from operating activities

Cash flows from investing activities
Purchase of investments

Proceeds fromsale of investments

Net cash (outflows) from investing activities

Cash flows from financing activities
Contributions received

Employer

Member

Transfers fromother funds

Government co-contributions

Low income superannuation tax offset
Income tax paid on contributions
Insurance claim payments received from insurer
Insurance premiums paid to insurer
Tax rebate received on insurance premiums
Benefits and pensions paid
Net cash inflows from financing activities

Net (decrease)in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year

The attached notes form part of these financial statements.

2021 2020
Note $'000 $'000
104 1,081

1,677 1,168

330 193

(12,434) (12,267)

11(b) (10,323) (9,825)
(1,177,614) (1,137,050)

179,040 151,053

(998,574) (985,997)

1,432,261 1,330,170

90,831 65,011

455,057 522,739

240 242

2,569 2,654

(245,220) (191,674)

37,090 41,910

(103,519) (101,236)

16,441 14,582

(695,768) (703,040)

989,982 981,358

(18,915) (14,464)

209,963 224,427

11(a) 191,048 209,963
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

1. DESCRIPTION OF THE PLAN

The Public Sector Superannuation Accumulation Plan (‘Plan’) is a defined contribution scheme constituted by Trust
Deed dated 29 June 2005 under the Superannuation Act 2005 and is domiciled in Australia. The Trustee of the
Plan is the Commonw ealth Superannuation Corporation (CSC) (ABN 48 882 817 243).

The principal place of business and registered office of the Plan is 7 London Circuit, Canberra, ACT 2601.

Contributions of the employers and the employees are made in accordance withthe terms of the Trust Deed. The
members’ accounts are credited or debited each year with contributions and their proportionate share of the net
investment income, expenses and income tax expense of the Plan.

2. BASIS OF PREPARATION
(a) Statement of compliance

The financial report of the Plan is a general purpose financial report w hich has been prepared in accordance w ith
Australian Accounting Standards and Interpretations, the Superannuation Industry (Supervision) Act 1993. For the
purposes of preparing financial statements, the Plan is a for profit for members entity.

The form of these financial statements has been agreed by the Minister for Finance and the Trustee in accordance
w ith sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011.

The financial statements of the Plan w ere authorised for issue by the Directors of the Trustee on 29 September
2021.

Standards adopted with no significant impact on the financial statements

The follow ing new andrevised Standards and Interpretations have been adopted in these financial statements. The
adoption has not had any significant impact on the amounts or disclosures reported in these financial statements
but may affect the accounting for future transactions or arrangements.

Standard / Interpretation Effective for annual
reporting periods

AASB 2018-7 'Amendments to Australian Accounting Standards — Definiton of beginning on or after

Material' 1 January 2020
AASB 2019-1 'Amendments to Australian Accounting Standards — References  beginning on or after
to the Conceptual Framew ork' 1 January 2020
AASB 2019-5 'Amendments to Australian Accounting Standards - Disclosure beginning on or after
of the Effect of New IFRS Standards Not Yet Issued in Australia’ 1 January 2020
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

2. BASIS OF PREPARATION (CONTINUED)

(a) Statement of compliance (continued)

Standards in issue but not yet effective

At the date of authorisation of the financial report, the follow ing Standards w hich are expected to be relevant to the
Plan were in issue but not yet effective. The directors anticipate the adoption of these Standards will have no
material financial impact on the financial report of the Plan.

Standard / Interpretation Effective for annual Expected to be
reporting periods initially applied in
beginning on or after the financial year
ending
AASB 2020-2 'Amendments to Australian Accounting 1 July 2021 30 June 2022

Standards — Removal of Special Purpose Financial
Statements for Certain For-Profit Private Sector Entities'

AASB 2020-1 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Classification of Liabilites as Current or Non-
current'

| AASB 2020-3 Amendments to Ausfralian Accounfing T January 2022 30 June 2023

Standards — Annual Improvements 2018-2020 and Other
Amendments'

AASB 2020-6 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Classification of Liabilites as Current or Non-
current — Deferral of Effective Date'

| AASB 2021-2 Amendments to Australian Accounting T January 2023 30 June 2024
Standards — Disclosure of Accounting Policies and
Definition of Accounting Estimates'

(b) Functional and presentation currency
The financial statements are presented in Australian dollars, w hich is the functional currency of the Plan.

Amounts in these financial statements have been rounded to the nearest thousand dollars, unless otherwise
indicated.

(c) Use of judgements and estimates

In the application of Accounting Standards, management is required to make judgements, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstance, the results of w hichform the basis of making the judgements.
Actual results may differ from these estimates.

The estimates and underlying assumptions are review ed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in w hich the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of Accounting Standards that have significant effects on the
financial statements and estimates with a significant risk of material adjustments in the next year are disclosed,
w here applicable, in the relevant notes to the financial statements.

(d) Going concern

The financial report has been prepared on a going concern basis, w hich contemplates the continuation of normal
business operations and the realisation of assets and settlement of liabilities in the normal course of business. In
making this assessment, the directors of the Trustee have considered future events and conditions forthe period
of tw elve months follow ing the approval of these financial statements. The Trustee remains confident that the Plan
will be able to continue as a going concern as the Plan's assets outw eigh its liabilites and it has sufficientliquidity
to meet its debts as and w hen they fall due.
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The accounting policies set out below have been applied in preparing the financial statements for the year ended
30 June 2021 and the comparative information presented in these financial statements for the year ended 30 June
2020. Where necessary, disclosures of comparative numbers have been restated to be consistent with the current
period.

(a) Cash and cash equivalents

Cash and cash equivalents include cash at bank used to transact member and employer contributions, transfers to
and from other funds, benefit payments and tax liabilities.

(b) Financial assets

Financial assets (being investments in a pooled superannuation trust, cash at bank and other receivables) are
recognised on the date the Plan becomes a party to the contractual provisions of the asset. Financial assets are
recognised using trade date accounting. After initial measurement, any gains and losses from changes in fair value
are recognised in the Income Statement.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions,
regardless of w hether that price is directly observable or estimated using another valuation technique.

Fair values have been determined as follow s:

(i) Units in a pooled superannuation trust are valued at the redemption price at close of business on the last
business day of the reporting period as notified by the manager of the trust, reflecting the fair value of the
underlying investments.

(ii) Other receivables are recognised at nominal amounts due w hich approximate fair value. All amounts are
unsecured and are subject to normal credit terms.

(c) Foreign currency transactions
The Plan does not undertake transactions denominated in foreign currencies.
(d) Payables

Payables (being other payables and benefits and pensions payable) are recognised at their nominal value w hichis
equivalent to fair value.

Other payables

Other payables represent liabilities for services provided to the Plan during the financial period and w hich are unpaid
at reporting date. All amounts are unsecured. Creditors are subject to normal credit terms.

Benefits payable

Benefits payable to a member are recognised w here a valid withdraw al notice has been received and approved,
but payment has not been made by reporting date.

(e) Defined contribution member liabilities

Defined contribution member liabilities are measured as the amount of member account balances as atthe reporting
date (Note 10).

(f) Contribution revenue and transfers from other funds

Employer and member contributions, superannuation co-contributions, low income superannuation tax offsets from
the Commonw ealth Government and transfers from other funds are recognised w hen control of the contribution or
transfer has passed to the Plan.
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(g) Reserves

Operational risk reserve

The purpose of the operational risk reserve (ORR) is to provide adequate financial resources to address potential
losses arising from an operational risk event. The ORR is operated in accordance withan ORR policy. The level of
the reserve is determined by the Trustee Directors and review ed annually, based on an assessment of the risks
faced by the Fund. The transferred assets underlying the ORR are held in separate cash options of the ARIA
Investments Trust (the AIT') and income earned on these assets is recognised in the reserve.

Administration reserve

The purpose of the administration reserve is to pay for non-recurring expenses of the Plan relating to legislative
change, enhancements to member services, extensions to the product range of the Plan, changes to achieve
operational efficiencies or to enable the Plan to sustain operations through delays in payments of committed
funding. The administration reserve is operated in accordance withan Administration Reserve policy. The reserve
has been funded through interest earned on the Plan’s operational bank account. No further funds are expected to
be transferred into the reserve.

(h) Derivatives
The Plan does not directly enter into derivative financial instruments.
(i) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. Specific revenues are recognised as follow s:

Investment revenue
Interest revenue is recognised on an accrual basis.

Changes in the fair value of investments are recognised as income and are determined as the difference betw een
the fair value at year end or consideration received (if sold during the year) and the fair value as at the prior year
end or cost (if the investment w as acquired during the period).

(j) Expenses

Expenses are recognised on an accruals basis and, if not paid at reporting date, are reflected in the Statement of
Financial Position as an accrual or payable depending upon w hether or not the expense has been billed.

(k) Insurance premiums

Death and total and permanent disability insurance premiums are charged to member accounts on a monthly basis
and then remitted to the life insurer in arrears.

(I) Income tax

Income tax is recognised in the Income Statement and the Statement of Changes in Member Benefits. Asthe Plan
invests in the AIT, which is a pooled superannuation trust, tax on this investment revenue is paid by the AIT.

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable
profit or loss for the period. It is calculated using tax rates and tax law s that have been enacted or substantively
enacted by reporting date. Current tax for the current and prior periods is recognised as a liability (or asset) to the
extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences betw een the carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts willbe available against w hich deductible
temporary differences or unused tax losses and tax offsets can be utilised. How ever, deferred tax assets and
liabilities are not recognised if the temporary differences giving rise to them arise from the initial recognition of
assets and liabilities (other than as a result of a business combination) w hich affects neither taxable income nor
accounting profit.
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3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(1) Income tax (continued)

Deferred tax (continued)

Deferred tax assets and liabilites are measured at the tax rates that are expected to apply to the period(s) w hen
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax law s) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilites and assets reflects
the tax consequences that w ould follow fromthe manner in w hich the Plan expects, at the reporting date, to recover
or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offsetw henthey relate to income taxes levied by the same taxation authority
and the Plan intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax for the period is recognised as an expense or benefit in the Income Statement, except for
tax on contributions, w hich is recognised in the Statement of Changes in Member Benefits.

(m) Goods and services tax (‘GST’)

Revenues, expenses and assets are recognised net of the amount of goods and services tax (‘'GST) recoverable
from the Australian Taxation Office (ATO) as a reduced input tax credit. Where the amount of GST incurred is not
recoverable from the ATO, itis recognised as part of the cost of acquisition of an asset or as an expense item.

Receivables and payables are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO is included as an asset or liability in the Statement
of Financial Position.

Cash flow s areincluded in the Statement of Cash Flow s on a gross basis. The GST component of cash flow s arising
from investing and financing activities w hichis recoverable from, or payable to, the taxation authority is classified
w ithin operating cash flows.
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4. OTHER RECEIVABLES

2021 2020
$'000 $'000
Receivable fromthe ARIA Investments Trust 43 85
Interest receivable - 17
GST receivable 233 228
Administrator lag loss receivable - 5
Compensation receivable 11 28
287 363
There are no receivables that are past due or impaired. (2020: Nil)
5. INVESTMENTS
2021 2020
$'000 $'000
Pooled superannuation trust - ARIA Investments Trust 19,170,418 15,345,249
19,170,418 15,345,249
6. CHANGES IN FAIR VALUE OF INVESTMENTS
2021 2020
$'000 $'000
(a) Investments held at 30 June:
Pooled superannuation trust - ARIA Investments Trust 2,806,283 (103,556)
(b) Investmentsrealised during the year:
Pooled superannuation trust - ARIA Investments Trust 20,270 (1,164)
(c) Total changes in fair value of investments 2,826,553 (104,720)
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7. FUNDING ARRANGEMENTS
(a) Contributions

Employer Contributions

Higible employers (Australian government employers and other eligible employers) contribute 15.4% of the
employees' superannuation salary to the Plan, subject to superannuation law . Other employers must contribute a
minimum  required by superannuation law or as required under the employee employment agreement. These rates
are consistent with the prior financial year. Employers may also make salary sacrifice contributions (before tax) to
the Plan on behalf of members.

Member Contributions

Members may make voluntary contributions to the Plan in the form of personal contributions (after tax).
Transferring Superannuation from Other Funds

Money invested in other superannuation funds can be rolled over to the Plan.

Spouse Contributions

Additional contributions can be made by a spouse on behalf of a member of the Plan.

Government Co-Contributions

For the financial years ended 30 June 2020 and 30 June 2021, the Commonw ealth Government contributed $0.50
for every $1.00 of eligible personal after-tax member contributions paid to the Plan up to a maximum of $500 per
member.

Low Income Superannuation Tax Offset

The low income superannuation tax offset (LISTO) is a Commonw ealth Government superannuation payment of
up to $500. LISTO payments are recognised as revenue w hen received.

(b) Benefits paid

Where a member meets a condition of release and a valid application is received, the benefit is paid to the
beneficiary fromthe Plan. Benefits to members also include rollovers out of the Plan.

Where members invest in a standard or transition retirement income stream (pension) via the Commonw ealth
Superannuation Corporation retirement income product (CSCri), regular income payments are made tothe member
from the Plan. Standard retirement income stream members also have access to ad hoc w ithdraw als.

Benefits paid by the Plan during the year are as follow s:

2021 2020
$'000 $'000
Lump sum benefits and rollovers paid and payable 668,090 675,991
Pensions paid and payable 27,052 28,326
Total 695,142 704,317
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7. FUNDING ARRANGEMENTS (CONTINUED)
(c) Cost of managing, investing and administering the plan

Costs of and incidental to the management of the Plan and the investment of its money are charged against the
assets of the AIT that are referable to the Plan. Transactions in respect of these costs have been brought to account
in the financial statements of the AIT.

Expenses met by the AIT and referable to the Plan are as follow s:

2021 2020

$'000 $'000
Investment
Investment manager fees 56,104 54,898
Custodian fees 1,772 2,116
Investment consultant and other service provider fees 1,941 4,290
Other investment expenses 2,912 1,783
Total directinvestment expenses 62,729 63,087
Regulatory fees 1,189 1,198
Other operating expenses 18,194 14,427
Total costs 82,112 78,712

Administration fees are paid by members and used to pay costs other than those incurred in managing and investing
Plan assets. Costs funded by these administration fees are disclosed as ‘other administration expenses’ in the
Income Statement and include $3,891,121 (2020: $2,979,677) charged to the Plan by CSC for acting as Trustee of
the Plan during the reporting period.

8. OTHER PAYABLES

2021 2020

$'000 $'000

Insurance premiums payable 8,904 8,364
Employer contributions refundable 42 43
Withholding tax payable 58 76
Accrued expenses 1,649 798
10,653 9,281
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9. INCOME TAX
(a) Income tax recognised in operating results
2021 2020
$'000 $'000
Note 9(a): Income tax recognised in operating results
Tax benefit comprises:
Current tax benefit 1,848 1,677
Deferred tax expense relating to the origination and reversal of
temporary differences 130 20
Total tax benefit 1,978 1,697

The prima facie income tax benefit on the operating result before income tax reconciles to the income tax benefit
in the Income Statement as follow s:

Operating result before income tax (1,927) (1,270)
Income tax benefit calculated at 15% 289 191
Net benefits allocated to members during the year (422,339) 17,180
Investment revenue already taxed 423,983 (15,708)
Other revenue not taxable 45 31
Investment revenue not taxable - 3
Total tax benefit 1,978 1,697
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9. INCOME TAX (CONTINUED)

(b) Income tax recognised in Statement of Changes in Mem ber Be nefits

2021 2020

$'000 $'000
Contributions received:
Member contributions 90,831 65,011
Employer contributions 1,432,262 1,330,152
Transfers from other funds 455,057 522,739
Government co-contributions 240 242
Low income superannuation tax offset 2,569 2,654
Total contributions 1,980,959 1,920,798
Contributions tax calculated at 15% (297,144) (288,120)
Member contributions not subject to tax 13,625 9,752
Government co-contributions not subject to tax 36 36
Low income superannuation tax offsetnot subject to tax 385 398
Transfers from other funds not subject to tax 68,259 78,411
Member contributions subject to tax (1,232) (676)
Rollovers in subject to tax (2,578) (2,598)
Net tax on contributions for w hichno TFN w as provided (2) (9)
Super contribution on income protection payments subject to tax (1,072) (1,034)
Under / (over) relating to the prior year (840) (794)
Total income tax on contributions (220,563) (204,634)
Tax rebate on insurance premiums paid to insurer
Current tax rebate on insurance premiums paid to insurer 15,528 15,186
Deferred tax rebate on insurance premiums paid to insurer 81 1
Total tax rebate on insurance premiums paid to insurer 15,609 15,187
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9. INCOME TAX (CONTINUED)

(c) Deferred tax balances

2021 2020
$'000 $'000
Deferred taxasset:
Temporary differences 1,583 1,372
1,583 1,372
Taxable and deductible temporary differences arise from the follow ing:
Opening Charged to Closing
2021 balance income balance
$'000 $'000 $'000
Gross deferred tax assets/ (liabilities):
Interest receivable (3) 3 -
Insurance premiums payable 1,255 81 1,336
Accrued expenses 120 127 247
1,372 211 1,583
Opening Charged to Closing
2020 balance income balance
$'000 $'000 $'000
Gross deferred taxassets/(liabilities):
Interest receivable (26) 23 (3)
Insurance premiums payable 1,254 1 1,255
Accrued expenses 123 (3) 120
1,351 21 1,372
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10. DEFINED CONTRIBUTION MEMBER LIABILITIES

Defined contribution members bear the investment risk relating to the underlying assets and unit prices used to
measure defined contribution member liabilities. Unit prices are updated on a daily basis for movements in
investment markets.

At 30 June 2021 $197.536 million (2020: $30.509 million) has not been allocated to members’ at balance date. The
amount not yet allocated to members’ accounts relates to timing differences, w hichincludes contributions received
by the Plan that have not been able to be allocated to members as at balance date and valuation differences.

The Plan's management of the investment market risks is as disclosed in Note 13.

11. CASH FLOW INFORMATION
(a) Reconciliation of Cash

For the purposes of the Statement of Cash Flow s, cash represents cash at bank. Cash at the end of the reporting
period as shown in the Statement of Cash Flows is reconciled to the related items in the Statement of Financial
Position as follow s:

2021 2020
$'000 $'000
Cash at bank 191,048 209,963

(b) Reconciliation of operating result afterincome taxto net cash inflows / (outflows) from operating

activities

Operating result after income taxexpense 51 427
Net benefits allocated to members' accounts 2,815,595 (114,536)
Changes in fair value of investments (2,826,553) 104,720
Decrease/(increase) in other receivables 34 115
(Increase)/decrease in deferred tax asset (130) (20)
Increase/(decrease) in other payables 851 (22)
(Decrease)/increase in income tax payable (171) (509)
Net cash (outflows) from operating activities (10,323) (9,825)
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12. AUDITOR’S REMUNERATION

Amounts paid or payable to the Australian National Audit Office for audit services:

2021 2020

$ $

Financial statements 48,225 50,600
Regulatory returns and compliance 32,400 34,400
Total 80,625 85,000

The audits and review s w ere provided by the Australian National Audit Office. The audit fees w illbe charged against

the assets of the AIT that are referable to the Plan.

Deloitte Touche Tohmatsu are contracted by the ANAO to provide audit services on its behalf. Fees for those

services are included in the above.

No other services w ere provided by the Australian National Audit Office or Deloitte Touche Tohmatsu to the Plan

during the reporting period.
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13. FINANCIAL INSTRUMENTS

(a) Financial instruments management

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

The investments of the Plan (other than cash held for managing contribution receipts, insurance expenses, benefit
payments and tax payments) comprise units in the AIT. The AIT is a pooled superannuation trust which is also
governed by the Commonw ealth Superannuation Corporation as Trustee. This type of investment has been
determined by the Trustee to be appropriate for the Plan and is in accordance with the Plan's published investment
strategy. The Trustee applies strategies to manage risk relating to the investment activities of the AIT. The
investments of the AIT are managed on behalf of the Trustee by specialist external investment managers who are
required to invest the assets in accordance with contractual investment mandates.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on w hichincome and expenses are recognised in respect of each class of financial
asset and financial liability are disclosed in Note 3 to the financial statements.

(c) Capital risk management

The Registerable Superannuation Entity ('RSE) licence of the Trustee of the Plan requires the Trustee to maintain
adequate financial resources to address losses arising from operational risks that may affect registrable
superannuation entities w ithin its business operations in the form of operational risk reserve(s), operational risk
trustee capital or a combination thereof to meet the target amount of financial resources that the RSE licensee
determines is necessary to respond to these losses. The Trustee of the Plan was in compliance with this
requirement throughout the reporting period.

(d) Categories of financial instruments

The financial assets and liabilities of the Plan are recognised at fair value as at the reporting date. Changes in fair
value are recognised in the Income Statement and the Statement of Changes in Member Benefits.

(e) Financial risk management objectives

The Plan is exposed to a variety of financial risks as a result of its pooled investments in the AIT. These risks include
market risk (including currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and cash flow
interest rate risk. The Plan's risk management and investment policies, approved by the Trustee, seek to minimise
the potential adverse effects of these risks on the Plan's financial performance. These policies may include the use
of financial derivative instruments.

The Trustee ensures that there is an effective risk management control framew orkin place for the Plan. Consistent
with regulatory requirements, the Trustee has developed, implemented and maintains a Risk Management
Framew ork to identify the policies, procedures, processes and controls that comprise its risk management and
control systems forthe Plan and for the Plan's investments through the AIT. The overall investment strategy of the
Plan is set out in the Trustee's approved investment policies w hich address the investment strategy and objectives
and risk mitigation strategies including risk mitigation relating to the use of derivatives.

The Trustee's internal investment team monitors and manages the financial risks relating to the Plan's investments.
Derivative Risk Statements set out the strict parameters for the Trustee's investment managers authorised to use
derivatives. In essence, derivatives cannot be used to raise the level of risk above the level it w ould otherw ise have
been, and derivatives cannot be used to leverage the investments.

The Plan's investments are managed on behalf of the Trustee by specialist external investment managers w ho
invest their respective fund allocation in accordance withthe terms of a writteninvestment mandate or disclosure
document. The Trustee has determined that the appointment of these managers is appropriate for the Plan and is
in accordance with its investment strategy.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(f) Creditrisk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Plan. In its capacity as trustee of the AIT, the Trustee has adopted a policy of spreading the aggregate value of
transactions across approved creditw orthy counterparties as a means of mitigating the risk of financial loss. The
Plan's exposure to its counterparties are continuously monitored by the Trustee.

The largest exposure to a single counterparty is to cash held by the investment master custodian Northern Trust.
Credit risk relating to the master custodian is mitigated through contractindemnity provisions. Other than the master
custodian, no individual exposure w ithinthe AIT exceeded 5% of net assets of that trustat 30 June 2021 or 30 June
2020.

The credit risk on the Plan's directly held cash and cash equivalents and interest receivable is limted because the
counterparty is the Reserve Bank of Australia.

The table below show s the maximum exposure of financial assets to credit risk at the reporting date:

2021 2020
$'000 $'000
Investments
Pooled Superannuation Trust- ARIA Investments Trust 19,170,418 15,345,249
Other financial assets
Cash and cash equivalents 191,048 209,963
Receivables 54 135
Total financial assets 19,361,520 15,555,347

There has been no change to the Plan's exposure to credit risk or the manner in w hichit manages and measures
that risk during the reporting period.

(g) Liquidity risk

Liquidity risk is the risk that the Plan will encounter difficulty in either realising assets or otherw ise raising sufficient
funds to meet its financial liabilities and/or member benefit payments or tax liabilities.

The Trustee's approach to managing liquidity is to ensure that the Plan willalw ays have sufficient liquidity to meet
its liabilities and member withdraw als. The Plan allow s members to withdraw benefits, and it is therefore exposed
to the liquidity risk of meeting member withdraw als atany time. The Plan has a high level of net inw ard cash flows
through new contributions w hich provide capacity to manage liquidity risk. The Trustee undertakes forecasting and
scenario testing of the cashflow requirements of the Plan to ensure timely access to sufficient cash and holds
actively-traded, highly-liquid investments to meet anticipated funding requirements.

As afurther risk mitigation strategy, it is the Trustee's policy that the target asset allocation to illiquid assets is limited
to around 25% of the investments of the AIT (witha plus or minus 10 percentage point rebalancing range around
that target). Regular scenario testing is performed to confirm the validity of the strategy.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(g) Liquidity risk (continued)

The follow ing tables summarise the maturity profile of the Plan’s financial liabilites. The tables have been draw nup
based on the contractual undiscounted cash flow s of financial liabilities based on the earliest date on w hich the
Plan can be required to pay. The tables include both interest and principal cash flows.

Financial Liabilites maturity profile:

Less than3 3 months to1

months year 1-5years Over 5years Total
$'000 $'000 $'000 $'000 $'000
30 June 2021
Benefits and pensions payable 1,579 - - - 1,579
Other payables 10,653 - - - 10,653
Member liabilities 19,109,188 - - - 19,109,188
Total financial liabilities 19,121,420 - - - 19,121,420
30 June 2020
Benefits and pensions payable 2,187 - - - 2,187
Other payables 9,281 - - - 9,281
Member liabilities 15,299,458 - - - 15,299,458
Total financial liabilities 15,310,926 - - - 15,310,926

There has been no change to the Plan's exposure to liquidity risk or the management and measurement of that risk
during the reporting period.

(h) Marketrisk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: foreign currency risk, interest rate risk and
other market price risk. The policies and procedures put in place to mitigate the exposure to market risk are detailed
in the Trustee's investment policies and the Risk Management Framew ork.

There has been no change to the Plan's exposure to market risk or the manner in w hich it manages and measures
the risk during the reporting period.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flow s of a financial instrument will fluctuate because
of changes in foreign exchange rates.

The Plan does not undertake any transactions in foreign currency and is therefore not directly exposed to foreign
currency risk. How ever, the Plan is indirectly exposed to foreign currency risk from the international assets held in
the AIT, and it is managed in accordance with the Trustee’s approved investment strategy. The AIT enters into
forw ard foreign exchange contracts to hedge into Australian dollars some of the currency exposure arising from its
investments denominated in developed markets foreign currencies. These contracts neutralise some of the gains
and losses from currency fluctuation. A small part of the investments of the AIT, relating to emerging markets, may
remain unhedged due to lack of suitable currency instruments for hedging.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flow s of a financial instrument w ill fluctuate because of
changes in market interest rates.

The Plan is directly exposed to interest rate risk on cash and cash equivalents held with the Reserve Bank of
Australia to meet benefits, taxation and insurance payments. All holdings at 30 June 2021 and 30 June 2020 had
a maturity profile of less than one month.

The Plan is indirectly exposed to interest rate risk through its investments in the AIT. The Trustee manages interest
rate risk through its investment strategy including diversification of asset allocation and the use of a diversity of
specialist investment sector managers.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (Continued)

Interest rate risk (continue)

The follow ing table illustrates the Plan's sensitivity to a 0.15% p.a. (2020: 0.09%) increase or decrease in interest
rates, based on cash balances directly held at reporting date. This represents an assessment of the reasonably
possible change in interest rates as at that date. Had interest rates been low er or higher by 0.15% (2020: 0.09%)
at reporting date, and all other variables w ere held constant, the financial result w ould have improved/(deteriorated)
as demonstrated:

Interest rate risk $'000

Operating Net Assets Operating Net Assets
Carrying Result Before | Available to |[Result Before | Available to
amount $'000 Tax Pay Benefits Tax Pay Benefits
2021 -0.15% +0.15%
Cash and cash equivalents 191,048 (287)] (287) 287] 287
2020 -0.09% +0.09%
Cash and cash equivalents 209,963 (189) | (189) 189] 189

In the Trustee's opinion, the sensitivity analysis at reporting date approximates the direct interest rate exposures of
the Plan during the financial year.

Other price risk

Other price risk is the risk that the fair value or future cash flow s of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), w hether caused by factors
specific to an individual investment, its issuer or factors affecting all similar financial instruments traded in the
market.

The Plan's investment in the AIT is exposed to market price risk in respect of the latter's holdings of equity securities
and unit trusts. As the investment in the AIT is carried at fair value through profit or loss, all changes in market
conditions will directly affect the Plan's net investment income. In its capacity as trustee of the AIT, the Trustee
manages the market price risk arising from these investments by diversifying the portfolio in accordance with its
investment strategy.

The follow ing table illustrates the Plan's sensitivity to a reasonably possible change in the value of its investment in
the AIT, based on risk exposures at reporting date. The volatility factors represent the average annual historical
volatility in the investment option unit prices. Had the unit price been higher or low er by the volatility factor at the
reporting date, and all other variables w ere held constant, the financial result w ould have improved/ (deteriorated)
as follows:
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13. FINANCIAL INSTRUMENTS (CONTINUED)

(h) Market risk (continued)
Other price risk (continued)

Price risk $'000

Financial Assets Net Assets Net Assets

Carrying |Operating | Available |Operating | Available

Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax| Benefits |Before Tax| Benefits
(Lower price) Higher price
2021
Balanced option -/+5.00% 202,685 (10,134) (10,134) 10,134 10,134
IAggressive option -[+5.60%| 2,385,541| (133,590)| (133,590) 133,590 133,590
Cash option -/+0.07% 284,328 (199) (199) 199 199
Income focused option -1+2.20% 430,675 (9,475) (9,475) 9,475 9,475
MySuper balanced option -/+5.00%| 15,292,918 | (764,646)( (764,646) 764,646 764,646
(CSCri cash option -/+0.07% 23,943 (17) (17) 17 17
CSCri aggressive option -/+5.60% 39,959 (2,238) (2,238) 2,238 2,238
CSCri balanced option -1+4.30% 175,048 (7,527) (7,527) 7,527 7,527
CSCri income focused option -/+2.30% 215,307 (4,952) (4,952) 4,952 4,952
Operational risk reserve -/+0.07% 66,413 (46) (46) 46 46
CSCri cash option-TRIS -/+0.07% 3,601 (3) (3) 3 3
CSCri aggressive option-TRIS -/+5.60% 6,246 (350) (350) 350 350
CSCri balanced option-TRIS -/+5.00% 22,918 (1,146) (1,146) 1,146 1,146
(CSCri income focused option-TRIS -1+2.20% 20,836 (458) (458) 458 458
[Total 19,170,418 | (934,781)| (934,781) 934,781 934,781
Price risk $'000

Financial Assets Net Assets Net Assets

Carrying |Operating | Available |Operating | Available

Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax| Benefits |Before Tax| Benefits
(Lower price) Higher price

2020
Balanced option -/+5.00% 153,971 (7,699) (7,699) 7,699 7,699
IAggressive option -[+5.70%| 1,551,816 (88,454) (88,454) 88,454 88,454
Cash option -/+0.09% 481,938 (434) (434) 434 434
Income focused option -1+2.20% 363,874 (8,005) (8,005) 8,005 8,005
MySuper balanced option -/[+5.00%| 12,315,435| (615,772)| (615,772) 615,772 615,772
(CSCri cash option -/+0.09% 32,374 (29) (29) 29 29
CSCri aggressive option -/+5.80% 24,800 (1,438) (1,438) 1,438 1,438
ICSCri balanced option -1+4.40% 130,611 (5,747) (5,747) 5,747 5,747
CSCri income focused option -/+2.20% 177,297 (3,901) (3,901) 3,901 3,901
Operational risk reserve -/+0.09% 58,960 (53) (53) 53 53
CSCri cash option-TRIS -/+0.09% 6,015 (5) (5) 5 5
CSCri aggressive option-TRIS -/+5.70% 3,882 (221) (221) 221 221
CSCri balanced option-TRIS -/+5.00% 21,699 (1,085) (1,085) 1,085 1,085
ICSCri income focused option-TRIS -/+2.20% 22,577 (497) (497) 497 497
[Total 15,345,249 | (733,340) | (733,340) 733,340 733,340

In the Trustee's opinion, the sensitivity analysis at reporting date is representative of the other market price

exposures during the financial year.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(i) Fair value measurements

The Plan's financial instruments are included in the Statement of Financial Position at fair value. The fair value is
determined per the accounting policies in Note 3.

Fair value measurements recognised in the Statement of Financial Position

The follow ing table provides an analysis of the Plan’s financial instruments w hereby the assets and liabilities are
each grouped into one of three categories based on the degree to w hich their method of valuation is observable.
Level 1: fair value measurements are those derived from quoted prices in active markets.

Level 2: fair value measurements are those derived from inputs (other than quoted prices included within Level 1)
that are observable such as prices or derived from prices.

Level 3: fair value measurements are those derived from valuation techniques that include inputs that are not based
on observable market data.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
Financial Assets
Pooled superannuation trust - 19,170,418 - 19,170,418
2020
Financial Assets
Pooled superannuation trust - 15,345,249 - 15,345,249

There w ere no transfers betw een Level 1 and 2 in the period.

Units in the pooled superannuation trust are valued daily based on the latest listed and unlisted market prices and
values of the underlying investments, less any tax and expenses.

Reconciliation of Level 3 fair value measurements
There were no Level 3 financial assets or liabilities for the period (2020: Nil).

Fair value measurements of the underlying investments

The funded components of the Schemes for w hich CSC is the Trustee are co-invested in a pooled superannuation
trust. The follow ing table provides an analysis of the underlying pooled superannuation trust’s investments grouped
into levels 1 to 3 of the fair value hierarchy based on the degree to w hich their fair value is observable. The table
has been prepared on a look-through basis and therefore discloses investments held in underlying Trustee-
controlled subsidiary trusts as if they are direct investments of the pooled superannuation trust.

Level 1 Level 2 Level 3 Total

$'000 $'000 $'000 $'000
2021
Cash and cash equivalents 4,207,897 - - 4,207,897
Money market investments 3,498,439 - - 3,498,439
Fixed interest investments 6,102,104 5,840 334,097 6,442,041
Equity investments 27,733,248 5,802,250 7,891,120 41,426,618
Property investments - - 4,250,778 4,250,778
Derivatives contracts (net) (458,996) (362,970) 502 (821,464)
Total 41,082,692 5,445,120 12,476,497 59,004,309
2020
Cash and cash equivalents 3,166,899 - - 3,166,899
Money market investments 4,740,006 - - 4,740,006
Fixed interest investments 5,302,424 6,358 311,385 5,620,167
Equity investments 20,768,429 5,369,415 4,964,157 | 31,102,001
Property investments - - 4,188,290 4,188,290
Derivatives contracts (net) (1,035) 573,868 3,958 576,791
Total 33,976,723 5,949,641 9,467,790| 49,394,154
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

13. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)

Fair value measurements of the underlying investments (Continued)

The fair values of the pooled superannuation trust’s investments is determined as follow s:

. Cash comprises demand deposits with a bank, financial institution or futures broker. Cash
equivalents are short-term, highly-liquid investments that are readily convertible to known
amounts of cash and w hich are subject to insignificant risk of changes in value.

II. Money market investments are valued at the market closing price on the last business day of the
reporting period and include accrued interest.

1. Fixed interest securities are valued at their market value at close of business on the last business
day of the reporting period.

V. Equity securities and listed trusts are valued at the last sale price at close of business on the last
business day of the reporting period.

V. Private equity funds are valued according to the most recent valuation obtainable from an
independent (third party) valuer or an investment manager, applying valuation and disclosure
guidelines consistent w ith the International Equity & Venture Capital Valuation Guidelines.

VI, Unlisted trusts (including pooled superannuation trusts and hedge funds) are valued at their most
recent redemption price as determined by the manager of the relevant trust. Unlisted trusts
controlled by the Trustee are valued at least annually in accordance with valuation guidelines
agreed by the Trustee. Valuations may be completed by an independent valuer, the external
investment manager or the Trustee. In determining the valuation, referenceis made to guidelines
set by relevant associations.

VII. Investment properties w hich comprise land and buildings for the purpose of letting to produce
rental income, are initially measured at cost. Cost includes capital expenditure subsequent to
acquisition. Investment properties are not depreciated. = Subsequent to initial recognition,
investment properties are measured at fair value. Investment properties are independently
revalued at least annually. Valuations are performed by registered valuers. In determining the fair
value, the expected net cash flows are discounted to their present value using a market
determined risk adjusted rate. This is compared against valuations based on capitalised earnings
methodologies as w ell as comparable market transactions.

VIII. Futures contracts are valued at market closing prices quoted on the last business day of the
reporting period.

IX. Forward currency contracts and swaps are valued using prices obtained from independent
providers as at the last business day of the reporting period (or alternatively from counterparties
or the external investment managers w here a provider does not supply a price).

X. Exchange traded options are valued as the premium payable or receivable to close out the
contracts at the last buy price at close of business on the last business day of the reporting period.

Fair value in an inactive or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation
techniques. These include the use of recent arm's length market transactions, reference to the current fair value of
a substantially similar instrument, discounted cash flow techniques, option pricing models or any other valuation
technique that provides a reliable estimate of prices obtained in actual market transactions.

Valuation adjustments to unlisted investment

Where there is a delay in the timely receipt of valuation for unlisted investments fromthe investment managers, the
Trustee applies a systematic quarterly valuation adjustment. This adjustment is based on the performance of a
comparable public market index over the relevant period and a relevant adjustment factor representing an estimate
of the change in value implied by past relationships to the selected comparable public market index. This constitutes
an enhancement to the Trust's valuation policy in relation to unlisted investments for the year ended 30 June 2021.

This adjustment has been introduced in order to assist in preserving equitable member outcomes from the impact
of delays in receipt of valuations from primarily international investment managers. A special situation valuation
adjustment is able to be made w hen,in management's judgment an unlisted valuation does not represent fair value
and is required to preserve equitable member outcomes.
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

13. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)

Fair value measurements of the underlying investments (Continued)

As at 30 June 2021, a systematic quarterly valuation adjustment was applied to the most recently available
investment manager valuations of unlisted international investments of $135.9m ($193.1m special situation
valuation adjustment in 2020) and unlisted Australian equity trusts of $1.8m ($4.2m special situation valuation
adjustment in 2020), representing 4.1% and 0.1% of the unlisted international and Australian trust portfolios

respectively (5.0% and 0.3% in 2020).
14. RELATED PARTIES

(a) Trustee

Commonw ealth Superannuation Corporation (CSC) w as the Trustee throughout the reporting period. Included in
‘other administration expenses' is an amount of $3,891,121 (2020: $2,979,677) charged to the Plan by CSC for
acting as Trustee of the Plan during the reporting period.

(b) Key Management Personnel

The Directors of CSC throughout the year ended 30 June 2021 and to the date of this report w ere:

Ariane Barker

Garry Hounsell (Chair, Appointed 25 July 2021,

Juliet Brow n (Appointed 13 September 2021) previously Director until 23 July 2021)
Patricia Cross (Chair, Term ended 30 June 2021) Anthony Needham

Melissa Donnelly (Appointed 1 July 2020)
Christopher Hlison

Margaret Staib
Michael Vertigan (Term ended 30 June 2021)
Alistair Waters

In addition to the Directors, the follow ing Executives of CSC had authority and responsibility for planning,
directing and controlling the activities of the Plan throughout the year ended 30 June 2021 were:

Paul Abraham
Catharina Armitage
Peter Carrigy-Ryan
Robert Firth

Philip George

Damian Hill

Peter Jamieson
Andrew Matuszczak
Adam Nettheim
Alana Scheiffers
Alison Tarditi

Andy Young

Executive Manager, Investment Operations

Head of People

Chief Executive Officer (Retired 12 July 2020)

Chief Risk Officer

Chief Transformation Officer (Previously Special Advisor, Member
Outcomes until 31 July 2020)

Chief Executive Officer (Commenced 13 July 2020)

Chief Customer Officer

Executive Manager, Technology (Commenced 31 August 2020)
Head of Customer Operations

General Counsel

Chief Investment Officer

Chief Operating Officer

The follow ing changes to the Executives of CSC w ere made subsequent to 30 June 2021:

Catharina Armitage
Philip George
Andrew Matuszczak

Adam Nettheim

Executive Manager, People (Previously Head of People until 30 June
2021)

Executive Manager, Transformation (Previously Chief Transformation
Officer until 30 June 2021)

Chief Transformation and Information Officer (Previously Executive
Manager, Technology until 30 June 2021)

Executive Manager, Customer Operations (Previously Head of
Customer Operations until 30 June 2021)

Paul Abraham, Catharina Armitage, Melissa Donnelly, Christopher Hilison, Robert Firth, Philip George, Damian
Hill, Adam Nettheim, Alana Scheiffers, Margaret Staib, Alison Tarditi, Alistair Waters and Andy Young are
members of the Plan. The terms and conditions of their membership, or those of any related parties, are the
same as for any other member w hois not part of the key management personnel of the Plan.
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

14. RELATED PARTIES (CONTINUED)

(c) Key Management Personnel Compensation

The aggregate compensation of the key management personnel in relation to the Plan is set out below :

2021 2020

$ $

Short-term employee benefits 851,698 765,217
Post-employment benefits 52,772 57,837
Other long-term employee benefits 22,945 (4,120)
927,415 818,934

Aggregate compensation in relation to the Plan is a pro-rata apportionment of the overall compensation paid by the
Trustee, based on the net assets of the entities under its trusteeship or actual control.

The compensation of key management personnel (including Directors) related to investment management is
charged against the assets of the AIT that are referable to the Plan.

The Plan has not made, guaranteed or secured, directly or indirectly, any loans to key management personnel or
their personally-related entities at any time during the year.

(d) Investing entities

Throughout the year ended 30 June 2021, the Plan's only investment consisted of units in the AIT, which was
established to provide a cost-effective means of gaining exposure to a broad range of listed and unlisted securities
across various asset classes.

The other investors in the AIT throughout the year were the Public Sector Superannuation Scheme, the
Commonw ealth Superannuation Scheme, the Military Superannuation and Benefits Scheme and the Australian
Defence Force Superannuation Scheme. Allinvesting transactions are conducted under normal industry terms and
conditions.

The Trustee of the Plan, Commonw ealth Superannuation Corporation, is the trustee of the follow ing regulated
superannuation schemes: Commonw ealth Superannuation Scheme, the Public Sector Superannuation Scheme,
the Public Sector Superannuation Accumulation Plan, the Military Superannuation and Benefits Scheme and the
Australian Defence Force Superannuation Scheme.

The Trustee pays costs of and incidental to the management of the Plan and the investment of its money fromthe
assets of the AIT that are referable to the Plan (Note 7(c)). No fees w ere charged to the plan or its assets for acting
as Trustee during the year ended 30 June 2021 (2020: $nil).

The Plan held the follow ing investments in related parties at 30 June:

Share of Net Share of Net

Fair Value of Fair Value of Income/(Loss) Income/(Loss)

Investment Investment after tax after tax

2021 2020 2021 2020

$'000 $'000 $'000 $'000

ARIA Investments Trust 19,170,418 15,345,249 2,826,553 (104,720)
19,170,418 15,345,249 2,826,553 (104,720)
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Public Sector Superannuation Accumulation Plan
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

15. COMMITMENTS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

The Plan had no capital commitments as at 30 June 2021 (2020: $Nil):

In the normal course of business, requests are made by members and former members for the review of decisions
relating to benefit entitlements of the Plan (including insurance benefits) w hich could result in additional benefits
becoming payable in the future. Each request is considered on its merits prior to any benefit becoming payable. In
the opinion of the Trustee, these requests do not represent a material liability on the Plan.

There w ere no other contingent liabilities or contingent assets as at the reporting date (2020: $Nil).
16. SUBSEQUENT EVENTS

No matters have arisen since 30 June 2021 that have materially affected, or may materially affect, the operations
of the Plan, the results of those operations, or the financial position of the Plan in future financial years.

184 CSC Annual Report 2020-21



ADF Financial

Statements

ZZZZZZZZZZZZZZZZZZZZZZZZZ



ADF Financial Statements

INDEPENDENT AUDITOR’S REPORT

To the Minister for Finance and Members of the Australian Defence Force Superannuation
Scheme

Opinion
In my opinion, the financial statements of the Australian Defence Force Superannuation Scheme for the year
ended 30 June 2021 present fairly, in all material respects, the financial position of the Australian Defence Force

Superannuation Scheme as at 30 June 2021 and its financial performance and cash flows for the year then ended
in accordance with Australian Accounting Standards.

The financial statements of the Australian Defence Force Superannuation Scheme, which | have audited,
comprise the following as at 30 June 2021 and for the year then ended:

e Statement by the Trustee of the Australian Defence Force Superannuation Scheme;

e Statement of Financial Position;

Income Statement;

Statement of Changes in Member Benefits;

Statement of Changes in Equity;

Statement of Cash Flows; and

e Notes to and forming part of the financial statements, comprising a Summary of Principal Accounting
Policies and other explanatory information.

Basis for opinion

| conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Australian Defence Force Superannuation Scheme in accordance with the relevant ethical requirements
for financial statement audits conducted by the Auditor-General and his delegates. These include the relevant
independence requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (including Independence Standards) (the Code) to the extent that they are
not in conflict with the Auditor-General Act 1997. | have also fulfilled my other responsibilities in accordance
with the Code. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.

Trustee’s responsibility for the financial statements

The superannuation entity’s trustee is responsible for the preparation and fair presentation of financial
statements that comply with Australian Accounting Standards and the form agreed with the Minister for Finance
and the requirements of the Superannuation Industry (Supervision) Act 1993 (SIS Act) and the Superannuation
Industry (Supervision) Regulations 1994 (SIS Regulations). The trustee is also responsible for such internal control
as they determine is necessary to enable the preparation that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the trustee is responsible for assessing the ability of the Australian
Defence Force Superannuation Scheme to continue as a going concern, disclosing, as applicable, matters related
to going concern as applicable and using the going concern basis of accounting unless the trustee either intends
to liquidate the entity or to cease operations, or have no realistic alternative but to do so.

GPO Box 707 CANBERRA ACT 2601
38 Sydney Avenue FORREST ACT 2603
Phone (02) 6203 7300 Fax (02) 6203 7777
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Auditor’s responsibilities for the audit of the financial statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, | exercise
professional judgement and maintain professional scepticism throughout the audit. | also:

e identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustee;

e conclude on the appropriateness of the trustee’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the entity’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions
may cause the entity to cease to continue as a going concern; and

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

| communicate with the trustee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that | identify during my audit.

Australian National Audit Office

‘ .

Bola Oyetunji

Group Executive Director
Delegate of the Auditor-General
Canberra

29 September 2021
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Australian Defence Force Superannuation Scheme (ABN 90 302 247 344)
Statement by the Trustee of the Australian Defence Force Superannuation Scheme ('Scheme’)

The Board of Directors hereby states that in its opinion:

(a) The accompanying financial statements are properly draw nup so as to present fairly the financial position
of the Scheme as at 30 June 2021 and the financial performance, changes in equity, changes in member
benefits and cash flow s of the Scheme for the year ended on that date;

(b) at the date of this statement there are reasonable grounds to believe that the Scheme will be able to pay
its debts as and w hen they fall due;

(c) the financial statements are in a form agreed by the Minister for Finance and the Trustee in accordance
w ith sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011
and have been prepared in accordance with Australian Accounting Standards and other mandatory
professional reporting requirements;

(d) the financial statements have been prepared based on properly maintained financial records; and

(e) the operations of the Scheme were conducted in accordance with the Governance of Australian
Government Superannuation Schemes Act 2011, the Australian Defence Force Superannuation Act 2015,
the Trust Deed establishing the Scheme, the requirements of the Superannuation Industry (Supervision)
Act 1993 and regulations, and the relevant requirements of the Corporations Act 2001 and regulations (to
the extent applicable).

Signed this 29th day of September 2021 in accordance with a resolution of directors of Commonw ealth
Superannuation Corporation (ABN 48 882 817 243) as Trustee of the Scheme.

Garry Hounsell Air Vice-Marshal Margaret Staib

Chair Director

The accompanying financial statements have been drawn up in accordance with Accounting Standards in Australia.
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Australian Defence Force Superannuation Scheme
Statement of Financial Position
As at 30 June 2021

2021 2020

Note $'000 $'000
Assets
Cash and cash equivalents 29,170 28,239
Other receivables 4 45 31
Investments in pooled superannuation trust 5 831,605 473,674
Deferred tax asset 9(c) 27 18
Total assets 860,847 501,962
Liabilities
Benefits and pensions payable (4) (133)
Income tax payable (28,064) (27,210)
Other payables 8 (194) (143)
Total liabilities excluding member benefits (28,262) (27,486)
Net assets available for member benefits 832,585 474,476
Defined contribution memberliabilities
Allocated to members 10 (822,560) (472,650)
Unallocated to members 10 (9,091) (1,428)
Total defined contribution member liabilities (831,651) (474,078)
Net assets 934 398
Equity
Operational risk reserve (669) (398)
Administration reserve (265) -
Total equity (934) (398)

The attached notes form part of these financial statements.
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Australian Defence Force Superannuation Scheme
Income Statement
For the year ended 30 June 2021

Investmentrevenue

Interest

Changes in fair value of investments
Other revenue

Total revenue

Administration expenses
Total expenses
Operatingresults /(loss)

Net benefits allocated to members' accounts
Operating result before income tax be nefit

Income tax benefit

Operating result after incom e tax be nefit

The attached notes form part of these financial statements.
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Note

9(a)

2021 2020
$'000 $'000
12 103
109,488 (7,399)
24 2
109,524 (7,294)
(2,036) (1,487)
(2,036) (1,487)
107,488 (8,781)
(107,792) 8,576
(304) (205)
304 207

. 2




Australian Defence Force Superannuation Scheme
Statement of Changes in Member Benefits
For the year ended 30 June 2021

2021 2020
Note $'000 $'000

Opening balance of member benefits allocated at
the beginning of the financial year 472,650 281,441
Contributions:

Member contributions 7(a) 5,030 3,529
Employer contributions 7(a) 239,177 181,605
Transfers from other funds 7(a) 59,811 57,861
Government co-contributions 7(a) 86 75
Low income superannuation tax offset 7(a) 869 892
Income tax on contributions 9(b) (36,268) (27,440)
Net after tax contributions 268,705 216,522
Benefits to members 7(b) (18,363) (16,410)
Insurance premiums paid to insurer (30) -
Tax rebate on insurance premiums paid to insurer 9(b) 5 -
Net benefits allocated to members' accounts 107,792 (8,576)
Net transfers to reserves (536) (192)
Net (increase) in amounts not yet allocated to
members' accounts (7,663) (135)
Closing balance of memberbenefits allocated at
the end of the financial year 822,560 472,650

The attached notes form part of these financial statements.
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Australian Defence Force Superannuation Scheme

Statement of Changes in Equity
For the year ended 30 June 2021

Opening balance as at 1 July 2019
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2020

Opening balance as at 1 July 2020
Operating result
Net transfers to / (from) reserves

Operational Administration Total
riskreserve reserve equity
$'000 $'000 $'000

204 - 204

2 - 2

192 - 192

398 - 398

398 - 398

271 265 536

669 265 934

Closing balance as at 30 June 2021

The attached notes form part of these financial statements.
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Australian Defence Force Superannuation Scheme

Statement of Cash Flows
For the year ended 30 June 2021

Cash flows from operating activities

Interest received

Other revenue received

Administration expenses paid

Income tax benefit received

Net cash (outflows) from operating activities

Cash flows from investing activities
Purchase of investments

Proceeds fromsale of investments

Net cash (outflows) from investing activities

Cash flows from financing activities
Contributions received

Employer

Member

Transfers from other funds

Government co-contributions

Low income superannuation tax offset
Income tax paid on contributions
Insurance premiums paid to insurer
Benefits and pensions paid
Net cash inflows from financing activities

Net increase in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year

The attached notes form part of these financial statements.

Note

11(b)

11(a)

2021 2020
$'000 $'000

14 118

22 2
(2,001) (1,460)
203 90
(1,762) (1,250)
(251,060) (202,064)
2,618 3,101
(248,442) (198,963)
239,173 181,613
5,030 3,529
59,811 57,861
86 75

869 892
(35,317) (18,777)
(26) -
(18,491) (16,273)
251,135 208,920
931 8,707
28,239 19,532
29,170 28,239
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

1. DESCRIPTION OF THE SCHEME

The Australian Defence Force Scheme (‘Scheme') is a defined contribution scheme constituted by Trust Deed dated
17 September 2015 under the Australian Defence Force Superannuation Act 2015 and is domiciled in Australia.
The Trustee of the Scheme is the Commonw ealth Superannuation Corporation (CSC) (ABN 48 882 817 243).

The principal place of business and registered office of the Scheme is 7 London Circuit, Canberra, ACT 2601.

The Scheme w as established on 1 July 2016 for members of the Australian Defence Force, together with a new
invalidity scheme, the Australian Defence Force Cover Scheme.

Contributions of the employer and the employees are made in accordance with the terms of the Trust Deed. The
members’ accounts are credited or debited each year with contributions and their proportionate share of the net
investment income, expenses and income tax expense of the Scheme.

2. BASIS OF PREPARATION
(a) Statement of compliance

The financial report of the Scheme is a general purpose financial report w hich has been prepared in accordance
with Accounting Standards and Interpretations and the Superannuation Industry (Supervision) Act 1993. For the
purposes of preparing financial statements, the Scheme is a for profit for members entity.

The form of these financial statements has been agreed by the Minister for Finance and the Trustee in accordance
w ith sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011.

The financial statements of the Scheme w ere authorised forissue by the Directors of the Trustee on 29 September
2021.

Standards adopted with no significant impact on the financial statements

The follow ing new and revised Standards and Interpretations have been adopted in these financial statements.
Their adoption has not had any significant impact on the disclosures or amounts reported in these financial
statements but may affect the accounting for future transactions or arrangements.

Standard / Interpretation Effective for annual
reporting periods

AASB 2018-7 'Amendments to Australian Accounting Standards — Definition of  beginning on or after

Material' 1 January 2020
AASB 2019-1 'Amendments to Australian Accounting Standards — References  beginning on or after
to the Conceptual Framew ork' 1 January 2020
AASB 2019-5 'Amendments to Australian Accounting Standards - Disclosure beginning on or after
of the Effect of New IFRS Standards Not Yet Issued in Australia' 1 January 2020
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

2. BASIS OF PREPARATION (CONTINUED)
(a) Statement of compliance (Continued)
Standards in issue but not yet effective

At the date of authorisation of the financial report, the follow ing Standards w hich are expected to be relevant to the
Scheme werein issue but not yet effective. The directors anticipate the adoption of these Standards wiill have no
material financial impact on the financial report of the Scheme.

Standard / Interpretation Effective for annual Expected to be initially
reporting periods applied in the financial

beginning on or after year ending

AASB 2020-2 'Amendments to Australian Accounting 1 July 2021 30 June 2022

Standards — Removal of Special Purpose Financial

Statements for Certain For-Profit Private Sector

Entities'

AASB 2020-1 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards - Classification of Liabilites as Current or

Non-current'

AASB 2020-3 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Annual Improvements 2018-2020 and
Other Amendments'

AASB 2020-6 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Classification of Liabilites as Current or
Non-current — Deferral of Effective Date'

AASB 2021-2 'Amendments to Australian Accounting 1 January 2023 30 June 2024
Standards — Disclosure of Accounting Policies and
Definition of Accounting Estimates’

(b) Functional and presentation currency
The financial statements are presented in Australian dollars, w hich is the functional currency of the Scheme.

Amounts in these financial statements have been rounded to the nearest thousand dollars, unless otherwise
indicated.

(c) Use of judgements and estimates

In the application of Accounting Standards, management is required to make judgements, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstance, the results of w hichform the basis of making the judgements.
Actual results may differ from these estimates.

The estimates and underlying assumptions are review ed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in w hich the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of Accounting Standards that have significant effects on the
financial statements, and estimates with a significant risk of material adjustments in the next year are disclosed,
w here applicable, in the relevant notes to the financial statements.

(d) Going concern

The financial report has been prepared on a going concern basis, w hich contemplates the continuation of normal
business operations and the realisation of assets and settlement of liabilities in the normal course of business. In
making this assessment, the directors of the Trustee have considered future events and conditions forthe period
of twelve months following the approval of these financial statements. The Trustee remains confident that the
Scheme will be able to continue as a going concern as the Scheme's assets outw eigh its liabilites and it has
sufficient liquidity to meet its debts as and w hen they fall due.
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The accounting policies set out below have been applied in preparing the financial statements for the year ended
30 June 2021 and the comparative information presented in these financial statements for the year ended 30 June
2020. Where necessary, disclosures of comparative numbers have been restated to be consistent with the current
period.

(a) Cash and cash equivalents

Cash and cash equivalents include cash at bank used to transact member and employer contributions, transfers to
and from other funds, benefit payments and tax liabilities.

(b) Financial assets

Financial assets (being investments in a pooled superannuation trust, cash at bank and other receivables) are
recognised on the date the Scheme becomes a party to the contractual provisions of the asset. Financial assets
are recognised using trade date accounting. After initial measurement, any gains and losses from changes in fair
value are recognised in the Income Statement.

Fair value is the price that w ould be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions,
regardless of w hether that price is directly observable or estimated using another valuation technique.

Fair values have been determined as follow s:

(i) Units in a pooled superannuation trust are valued at the redemption price at close of business on the last
business day of the reporting period as notified by the manager of the trust, reflecting the fair value of the
underlying investments.

(i) Other receivables are recognised at nominal amounts due w hich approximate fair value. All amounts are
unsecured and are subject to normal credit terms.

(c) Foreign currency transactions
The Scheme does not undertake transactions denominated in foreign currencies.
(d) Payables

Payables (being other payables and benefits payable) are recognised at their nominal value w hichis equivalent to
fair value.

Other payables

Other payables represent liabilities for services provided to the Scheme during the financial period and w hich are
unpaid at reporting date. All amounts are unsecured. Creditors are subject to normal credit terms.

Benefits payable

Benefits payable to a member are recognised w herea valid withdraw alnotice has been received, and approved,
but payment has not been made by reporting date.

(e) Defined contribution member liabilities

Defined contribution member liabilities are measured as the amount of member account balances as at the reporting
date (Note 10).

(f) Contribution revenue and transfers from other funds

Employer and member contributions, superannuation co-contributions, low income superannuation tax offsets from
the Commonw ealth Government and transfers from other funds are recognised w hen control of the contribution or
transfer has passed to the Scheme.
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3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(g) Reserves

Operational risk reserve

The purpose of the operational risk reserve (ORR) is to provide adequate financial resources to address potential
losses arising from an operational risk event. The ORR is operated in accordance withan ORR policy. The level of
the reserve is determined by the Trustee Directors and review ed annually, based on an assessment of the risks
faced by the Fund. The transferred assets underlying the ORR are held in separate cash options of the ARIA
Investments Trust (‘the AIT") and income earned on these assets is recognised in the reserve. The ORR is also
partially held as Trustee Capital in the financial statements of the Trustee.

Administration reserve

The purpose of the administration reserve is to pay for non-recurring expenses of the Scheme relating to legislative
change, enhancements to member services, extensions to the product range of the scheme, changes to achieve
operational efficiencies or to enable the scheme to sustain operations through delays in payments of committed
funding. The administration reserve is operated in accordance withan Administration Reserve policy. The reserve
has been funded through interest earned on the Scheme’s operational bank account. No further funds are expected
to be transferred into the reserve.

(h) Derivatives
The Scheme does not directly enter into derivative financial instruments.
(i) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. Specific revenues are recognised as follow s:

Investment revenue
Interest revenue is recognised on an accrual basis.

Changes in the fair value of investments are recognised as income and are determined as the difference betw een
the fair value at year end or consideration received (if sold during the year) and the fair value as at the prior year
end or cost (if the investment w as acquired during the period).

(j) Expenses

Expenses are recognised on an accruals basis and, if not paid at reporting date, are reflected in the Statement of
Financial Position as an accrual or payable depending upon w hether or not the expense has been billed.

(k) Income tax

Income tax is recognised in the Income Statement and the Statement of Changes in Member Benefits. As the
Scheme invests in the AIT, which is a pooled superannuation trust, tax on this investment revenue is paid by the
AIT.

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable
profit or loss for the period. It is calculated using tax rates and tax law s that have been enacted or substantively
enacted by reporting date. Current tax for the current and prior periods is recognised as a liability (or asset) to the
extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences betw een the carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

In principle, deferred tax liabilites are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts willbe available against w hich deductible
temporary differences or unused tax losses and tax offsets can be utilised. How ever, deferred tax assets and
liabilites are not recognised if the temporary differences giving rise to them arise from the initial recognition of
assets and liabilities (other than as a result of a business combination) w hich affects neither taxable income nor
accounting profit.
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3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(k) Income tax (Continued)

Deferred tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) w hen
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax law s) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilites and assets reflects
the tax consequences that would follow from the manner in w hich the Scheme expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilites are offsetw henthey relate to income taxes levied by the same taxation authority
and the Scheme intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax for the period

Current and deferred tax for the period is recognised as an expense or benefit in the Income Statement, except for
tax on contributions, w hich is recognised in the Statement of Changes in Member Benefits.

(I) Goods and services tax (‘GST’)

Revenues, expenses and assets are recognised net of the amount of goods and services tax ('GST) recoverable
from the Australian Taxation Office (ATO) as a reduced input tax credit. Where the amount of GST incurred is not
recoverable from the ATO, itis recognised as part of the cost of acquisition of an asset or as an expense item.

Receivables and payables are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO is included as an asset or liability in the Statement
of Financial Position.

Cash flow s are included in the Statement of Cash Flow s on a gross basis. The GST component of cash flow s arising
from investing and financing activities w hichis recoverable from, or payable to, the taxation authority is classified
w ithin operating cash flows.
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4. OTHER RECEIVABLES

2021 2020
$'000 $'000
Receivable fromthe ARIA Investments Trust 2 3
Interest receivable - 2
GST receivable 4 26
Compensation receivable 2 -
45 31
There are no receivables that are past due or impaired. (2020:Nil)
5. INVESTMENTS
2021 2020
$'000 $'000
Pooled superannuation trust - ARIA Investments Trust 831,605 473,674
831,605 473,674
6. CHANGES IN FAIR VALUE OF INVESTMENTS
2021 2020
$'000 $'000
(a) Investments held at 30 June:
Pooled superannuation trust - ARIA Investments Trust 108,510 (7,383)
(b) Investments realised during the year:
Pooled superannuation trust - ARIA Investments Trust 978 (16)
(c) Total changes in fair value of investments 109,488 (7,399)
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7. FUNDING ARRANGEMENTS
(a) Contributions

Employer Contributions

The Department of Defence contributes 16.4% of the employees' superannuation salary to the Scheme, subject to
superannuation law . This rates are consistent with the prior financial year. From 6 July 2020, other employers are
able to make contributions to ADF Super for eligible members w ho have discharged from Military service. Other
employers contribute a minimum required by superannuation law or as required under the employee employment
agreement. Employers may also make salary sacrifice contributions (before tax) to the Scheme on behalf of
members.

Member Contributions

Members may make voluntary contributions to the Scheme in the form of personal contributions (after tax).
Transferring Superannuation from Other Funds
Money invested in other superannuation funds can be rolled over to the Scheme.

Spouse Contributions

Additional contributions can be made by a spouse on behalf of a member of the Scheme.

Government Co-Contributions

For the financial years ended 30 June 2020 and 30 June 2021, the Commonw ealth Government contributed $0.50
for every $1.00 of eligible personal after-tax member contributions paid to the Scheme up to a maximum of $500
per member.

Low Income Superannuation Tax Offset

The low income superannuation tax offset (LISTO) is a Commonw ealth Government superannuation payment of
up to $500. LISTO payments are recognised as revenue w hen received.

(b) Benefits paid

Where a member meets a condition of release and a valid application is received, the benefit is paid to the
beneficiary fromthe Scheme. Benefits to members also include rollovers out of the Scheme.

Benefits paid by the Scheme during the year are as follow s:

2021 2020
$'000 $'000
Lump sum benefits and rollovers paid and payable 18,363 16,410
Total 18,363 16,410
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7. FUNDING ARRANGEMENTS (CONTINUED)

(c) Cost of managing, investing and administering the scheme

Costs of and incidental to the management of the Scheme and the investment of its money are charged against the
assets of the AIT that are referable to the Scheme. Transactions in respect of these costs have been brought to
account in the financial statements of the AIT.

Expenses met by the AIT and referable to the Scheme are as follow s:

2021 2020

$'000 $'000
Investment
Investment manager fees 2,122 1,102
Custodian fees 67 42
Investment consultant and other service provider fees 73 86
Other investment expenses 110 36
Total directinvestment expenses 2,372 1,266
Regulatory fees 38 23
Other operating expenses 688 290
Total costs 3,098 1,579

Administration fees are paid by members and used to pay costs other than those incurred in managing and investing
Scheme assets. Costs funded by these administration fees are disclosed as ‘other administration expenses’ in the
Income Statement and include $542,392 (2020: $390,944) charged to the Scheme by CSC for acting as Trustee of
the Scheme during the reporting period. As the Scheme is yet to reach the sufficient scale required to cover its total
administration costs from the administration fees paid by members, the Department of Defence has contributed
further administration funding of $878,772 (2020: $1,100,297). Transactions in respect of the receipt of this
additional funding and the associated administration costs have been brought to account in the financial statements
of the Trustee.

8. OTHER PAYABLES

2021 2020

$'000 $'000

Insurance premiums payable 4 -
Employer contributions refundable 7 11
Withholding tax payable 7 6
Accrued expenses 176 126
194 143
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9. INCOME TAX
(a) Income tax recognised in operating results
2021 2020
$'000 $'000
Note 9(a): Income tax recognised in operating results
Income tax benefit comprises:
Current tax benefit 296 203
Deferred tax expense relating to the origination and reversal of
temporary differences 8 4
Total tax benefit 304 207

The prima facie income tax benefit on the operating result before income tax reconciles to the income tax benefit
in the Income Statement as follow s:

Operating result before income tax (304) (205)
Income tax benefit calculated at 15% 46 31
Net benefits allocated to members during the year (16,169) 1,286
Investment revenue already taxed 16,423 (1,110)
Other revenue not taxable 4 -
Total tax benefit 304 207
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9. INCOME TAX (CONTINUED)

(b) Income tax recognised in Statement of Changes in Mem ber Be nefits

2021 2020

$'000 $'000
Note 9(b): Income tax recognised in statement of changes in
member benefits
Contributions received:
Member contributions 5,030 3,529
Employer contributions 239,177 181,605
Government co-contributions 86 75
Low income superannuation tax offset 869 892
Transfers from other funds 59,811 57,861
Total contributions 304,973 243,962
Contributions tax calculated at 15% (45,746) (36,594)
Member contributions not subject to tax 755 529
Government co-contributions not subject to tax 13 1
Low income superannuation tax offset not subject to tax 130 134
Transfers from other funds not subject to tax 8,972 8,679
Member contributions subject to tax (20) (11)
Rollovers in subject to tax (334) (170)
Net tax on contributions for w hichno TFN w as provided (4) 1
Under / (over) relating to the prior year (34) (19)
Total income tax on contributions (36,268) (27,440)
Tax rebate on insurance premiums paid to insurer
Current tax rebate on insurance premiums paid to insurer 4 -
Deferred tax rebate on insurance premiums paid to insurer 1 -
Total tax rebate oninsurance premiums paid to insurer 5 -
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9. INCOME TAX (CONTINUED)

(c) Deferred tax balances

2021 2020
$'000 $'000
Deferred taxasset:
Temporary differences 27 18
27 18
Taxable and deductible temporary differences arise from the follow ing:
Opening Chargedto Closing
2021 balance income balance
$'000 $'000 $'000
Gross deferred tax assets/ (liabilities):
Insurance premiums payable - 1 1
Accrued expenses 18 8 26
18 9 27
Opening Charged to Closing
2020 balance income balance
$'000 $'000 $'000
Gross deferred taxassets/ (liabilities):
Accrued expenses 14 4 18
14 4 18
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10. DEFINED CONTRIBUTION MEMBER LIABILITIES

Defined contribution members bear the investment risk relating to the underlying assets and unit prices used to
measure defined contribution member liabilities. Unit prices are updated on a daily basis for movements in
investment markets.

At 30 June 2021 $9.091 million (2020: $1.428 million) has not been allocated to members’ at balance date. The
amount not yet allocated to members’ accounts relates to timing differences, w hichincludes contributions received
by the Scheme that have not been able to be allocated to members as at balance date and valuation differences.

The Scheme’s management of the investment market risks is as disclosed in Note 13.

11. CASH FLOW INFORMATION
(a) Reconciliation of Cash

For the purposes of the Statement of Cash Flow s, cash represents cash at bank. Cash at the end of the reporting
period as show n in the Statement of Cash Flows is reconciled to the related items in the Statement of Financial
Position as follow s:

2021 2020
$'000 $'000
Cash at bank 29,170 28,239

(b) Reconciliation of operating result afterincome taxto net cash inflows / (outflows) from operating

activities

Operating result after income taxexpense - 2
Net benefits allocated to members' accounts 107,792 (8,576)
Changes in fair value of investments (109,488) 7,399
Decrease/(increase) in other receivables (15) 1"
(Increase)/decrease in deferred tax asset (8) (4)
(Decrease)/increase in other payables 50 31
(Decrease)/increase in income tax payable (93) (113)
Net cash (outflows) from operating activities (1,762) (1,250)
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12. AUDITOR’S REMUNERATION
Amounts paid or payable to the Australian National Audit Office for audit services:

2021 2020

$ $

Financial statements 48,225 50,600
Regulatory returns and compliance 32,400 34,400
Total 80,625 85,000

The audits and review s w ere provided by the Australian National Audit Office. The audit fees willbe charged against

the assets of the ARIA Investments Trust that are referable to the Scheme.

Deloitte Touche Tohmatsu are contracted by the ANAO to provide audit services on its behalf. Fees for those

services are included in the above.

No other services w ere provided by the Australian National Audit Office or Deloitte Touche Tohmatsu tothe Scheme

during the reporting period.
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13. FINANCIAL INSTRUMENTS

(a) Financial instruments management

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

The investments of the Scheme (other than cashheld for managing contribution receipts, benefit payments and tax
payments) comprise units in the AIT. The AIT is a pooled superannuation trust whichis also governed by the
Commonw ealth Superannuation Corporation as Trustee. This type of investment has been determined by the
Trustee to be appropriate forthe Scheme and is in accordance with the Scheme's published investment strategy.
The Trustee applies strategies to manage risk relating to the investment activities of the AIT. The investments of
the AIT are managed on behalf of the Trustee by specialist sector fund managers w ho are required to invest the
assets in accordance w ith contractual investment mandates.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on w hichincome and expenses are recognised in respect of each class of financial
asset and financial liability are disclosed in Note 3 to the financial statements.

(c) Capital risk management

The Registerable Superannuation Entity ('RSE) licence of the Trustee of the Scheme requires the Trustee to
maintain adequate financial resources to address losses arising from operational risks that may affect registrable
superannuation entities within its business operations in the form of operational risk reserve(s), operational risk
trustee capital or a combination thereof to meet the target amount of financial resources that the RSE licensee
determines is necessary to respond to these losses. The Trustee of the Scheme was in compliance with this
requirement throughout the reporting period.

(d) Categories of financial instruments

The financial assets and liabilities of the Scheme are recognised at fair value as at the reporting date. Changes in
fair value are recognised in the Income Statement and the Statement of Changes in Member Benefits.

(e) Financial risk management objectives

The Scheme is exposed to a variety of financial risks as a result of its pooled investments in the AIT. These risks
include market risk (including currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and
cash flow interestrate risk. The Scheme's risk management and investment policies, approved by the Trustee, seek
to minimise the potential adverse effects of theserisks on the Scheme's financial performance. These policies may
include the use of financial derivative instruments.

The Trustee ensures that there is an effective risk management control framew ork in place for the Scheme.
Consistent with regulatory requirements, the Trustee has developed, implemented and maintains a Risk
Management Framework to identify the policies, procedures, processes and controls that comprise its risk
management and control systems forthe Scheme and for the Scheme's investments through the AIT. The overall
investment strategy of the Scheme is set out in the Trustee's approved investment policies which address the
investment strategy and objectives and risk mitigation strategies including risk mitigation relating to the use of
derivatives.

The Trustee's internal investment team monitors and manages the financial risks relating to the Scheme's
investments. Derivative Risk Statements set out the strict parameters for the Trustee's investment managers
authorised to use derivatives. In essence, derivatives cannot be used to raise the level of risk above the level it
w ould otherw ise have been, and derivatives cannot be used to leverage the investments.

The Scheme's investments are managed on behalf of the Trustee by specialist external investment managers w ho
invest their respective fund allocation in accordance withthe terms of a written investment mandate or disclosure
document. The Trustee has determined that the appointment of these managers is appropriate for the Scheme and
is in accordance w ith its investment strategy.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(f) Creditrisk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Scheme. In its capacity as trustee of the AIT, the Trustee has adopted a policy of spreading the aggregate value
of transactions across approved creditw orthy counterparties as a means of mitigating the risk of financial loss. The
Scheme's exposure to its counterparties are continuously monitored by the Trustee.

The largest exposure to a single counterparty is to cash held by the investment master custodian Northern Trust.
Credit risk relating to the master custodian is mitigated through contractindemnity provisions. Other than the master
custodian, no individual exposure w ithinthe AIT exceeded 5% of net assets of that trustat 30 June 2021 or 30 June
2020.

The credit risk on the Scheme's directly held cash and cash equivalents and interest receivable is limited because
the counterparty is the Reserve Bank of Australia.

The table below show s the maximum exposure of financial assets to credit risk at the reporting date:

2021 2020
$'000 $'000
Investments
Pooled Superannuation Trust- ARIA Investments Trust 831,605 473,674
Other financial assets
Cash and cash equivalents 29,170 28,239
Receivables 4 5
Total financial assets 860,779 501,918

There has been no change to the Scheme's exposure to credit risk or the manner in w hich it manages and measures
that risk during the reporting period.

(g) Liquidity risk

Liquidity risk is the risk that the Scheme will encounter difficulty in either realising assets or otherwise raising
sufficient funds to meet its financial liabilities and/or member benefit payments or tax liabilities.

The Trustee's approach to managing liquidity is to ensure that the Scheme will alw ays have sufficient liquidity to
meet its liabilites and member withdraw als. The Scheme allow s members to withdraw benefits, and it is therefore
exposed to the liquidity risk of meeting member w ithdraw als atany time. The Scheme has a high level of net inw ard
cash flows through new contributions w hich provide capacity to manage liquidity risk. The Trustee undertakes
forecasting and scenario testing of the cashflow requirements of the Scheme to ensure timely access to sufficient
cash and holds actively-traded, highly-liquid investments to meet anticipated funding requirements.

As afurther risk mitigation strategy, it is the Trustee's policy that the target asset allocation to illiquid assets is limited
to around 25% of the investments of the AIT (witha plus or minus 10 percentage point rebalancing range around
that target). Regular scenario testing is performed to confirm the validity of the strategy.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(g) Liquidity risk (Continued)

The follow ing tables summarise the maturity profile of the Scheme’s financial liabilities. The tables have been drawn
up based on the contractual undiscounted cash flow s of financial liabilites based on the earliest date on w hich the
Scheme can be required to pay. The tables include both interest and principal cash flows.

Financial Liabilites maturity profile:

Lessthan3 3 monthsto1

months year 1-5years Over 5years Total
$'000 $'000 $'000 $'000 $'000
30 June 2021
Benefits payable 4 - - - 4
Other payables 194 - - - 194
Member liabilities 831,651 - - - 831,651
Total financial liabilities 831,849 - - - 831,849
30 June 2020
Benefits payable 133 - - - 133
Other payables 143 - - - 143
Member liabilities 474,078 - - - 474,078
Total financial liabilities 474,354 - - - 474,354

There has been no change to the Scheme's exposure to liquidity risk or the management and measurement of that
risk during the reporting period.

(h) Marketrisk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: foreign currency risk, interest rate risk and
other market price risk. The policies and procedures put in place to mitigate the exposure to market risk are detailed
in the Trustee's investment policies and the Risk Management Framew ork.

There has been no change to the Scheme's exposure to market risk or the manner in which it manages and
measures the risk during the reporting period.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flow s of afinancial instrument will fluctuate because
of changes in foreign exchange rates.

The Scheme does not undertake any transactions in foreign currency andis therefore not directly exposed to foreign
currency risk. How ever, the Scheme is indirectly exposed to foreign currency risk from the international assets held
in the AIT, and it is managed in accordance withthe Trustee’s approved investment strategy. The AIT enters into
forw ard foreign exchange contracts to hedge into Australian dollars some of the currency exposure arising from its
investments denominated in developed markets foreign currencies. These contracts neutralise some of the gains
and losses from currency fluctuation. A small part of the investments of the AlIT, relating to emerging markets, may
remain unhedged due to lack of suitable currency instruments for hedging.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flow s of a financial instrument will fluctuate because of
changes in market interest rates.

The Scheme is directly exposed to interest rate risk on cash and cash equivalents held with the Reserve Bank of
Australia to meet benefits and taxation payments. All holdings at 30 June 2021 and 30 June 2020 had a maturity
profile of less than one month.

The Scheme is indirectly exposed to interest rate risk through its investments in the AIT. The Trustee manages
interest rate risk through its investment strategy including diversification of asset allocation and the use of a diversity
of specialist investment sector managers.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (Continued)

Interest rate risk (Continued)

The follow ing table illustrates the Scheme's sensitivity to a0.15% p.a. (2020: 0.09%) increase or decrease in interest
rates, based on cash balances directly held at reporting date. This represents an assessment of the reasonably
possible change in interest rates as at that date. Had interest rates been low er or higher by 0.15% (2020: 0.09%)
at reporting date, and all other variables w ere held constant, the financial result w ould have improved / (deteriorated)
as demonstrated:

Interest rate risk $'000

Operating Net Assets Operating Net Assets
Carrying |Result Before | Available to [Result Before | Available to
amount $'000 Tax Pay Benefits Tax Pay Benefits
2021 -0.15% +0.15%
Cash and cash equivalents 29,170 (44)| (44) 44] 44
2020 -0.09% +0.09%
Cash and cash equivalents 28,239 25)] (25) 25| 25

In the Trustee's opinion, the sensitivity analysis at reporting date approximates the direct interest rate exposures of
the Scheme during the financial year.

Other price risk

Other price risk is the risk that the fair value or future cash flow s of a financial instrument w il fluctuate because of
changes in market prices (other than those arising frominterest rate risk or currency risk), w hether caused by factors
specific to an individual investment, its issuer or factors affecting all similar financial instruments traded in the
market.

The Scheme's investment in the AIT is exposed to market price risk in respect of the latter's holdings of equity
securities and unit trusts. As the investment in the AIT is carried at fair value through profit or loss, all changes in
market conditions wi ill directly affectthe Scheme's net investment income. In its capacity as trustee of the AIT, the
Trustee manages the market price risk arising from these investments by diversifying the portfolio in accordance
w ith its investment strategy.
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13. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (Continued)

Other price risk (Continued)

The follow ing table illustrates the Scheme's sensitivity to a reasonably possible change in the value of its investment
in the AIT, based on risk exposures at reporting date. The volatility factor of 5.00% (2020: 5.00%) represents the
volatility in the default option unit price of the Schemes Investment in the AIT and is reflective of market conditions
as at reporting date. Had the unit price been higher or low er by the volatility factor at reporting date, and all other
variables w ere held constant, the financial result w ould have improved/(deteriorated) as follow s:

Price risk $'000

Financial Assets Net Assets Net Assets

Carrying |Operating | Available |Operating | Available
Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax| Benefits |[Before Tax| Benefits
(Lower price) Higher price

2021

Cash option -/+0.07% 2,749 (2) (2) 2 2

Income focused option -/+2.20% 4,220 (93) (93) 93 93

MySuper balanced option -/+5.00% 741,034 (37,052) (37,052) 37,052 37,052

IAggressive option -/+5.60% 82,935 (4,644) (4,644) 4,644 4,644

Operational risk reserve -/+0.07% 667 - - - -

Total 831,605 (41,791) (41,791) 41,791 41,791

Price risk $'000

Financial Assets Net Assets Net Assets

Carrying |Operating | Available |Operating | Available
Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax| Benefits |Before Tax| Benefits
(Lower price) Higher price

2020

Cash option -/+0.09% 3,566 (3) (3) 3 3

Income focused option -/+2.20% 2,610 (57) (57) 57 57

MySuper balanced option -/+5.00% 433,593 (21,680) (21,680) 21,680 21,680

IAggressive option -/+5.70% 33,510 (1,910) (1,910) 1,910 1,910

Operational risk reserve -/+0.09% 395 - - - -

Total 473,674 (23,650) (23,650) 23,650 23,650

In the Trustee's opinion, the sensitivity analysis at reporting date is representative of the other market price
exposures during the financial year.
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

13. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements

The Scheme’s financial instruments are included in the Statement of Financial Position at fair value. The fair value
is determined per the accounting policies in Note 3.

Fair value measurements recognised in the Statement of Financial Position

The follow ing table provides an analysis of the Scheme's financial instruments w hereby the assets and liabilities
are each grouped into one of three categories based on the degree to w hich their method of valuation is observable.
Level 1: fair value measurements are those derived from quoted prices in active markets.

Level 2: fair value measurements are those derived from inputs (other than quoted prices included within Level 1)
that are observable such as prices or derived from prices.

Level 3: fair value measurements are those derived from valuation techniques that include inputs that are not based
on observable market data.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
Financial Assets
Pooled superannuation trust - 831,605 - 831,605
2020
Financial Assets
Pooled superannuation trust - 473,674 - 473,674

There w ere no transfers betw een Level 1 and 2 in the period.

Units in the pooled superannuation trust are valued daily based on the latest listed and unlisted market prices and
values of the underlying investments, less any tax and expenses.

Reconciliation of Level 3 fair value measurements

There were no Level 3 financial assets or liabilities (2020: Nil).

Fair value measurements of the underlying investments

The funded components of the Schemes for w hich CSC is the Trustee are co-invested in a pooled superannuation
trust. The follow ing table provides an analysis of the underlying pooled superannuation trust’s investments grouped
into levels 1 to 3 of the fair value hierarchy based on the degree to w hich their fair value is observable. The table
has been prepared on a look-through basis and therefore discloses investments held in underlying Trustee-
controlled subsidiary trusts as if they are direct investments of the pooled superannuation trust.

Level 1 Level 2 Level 3 Total

$'000 $'000 $'000 $'000
2021
Cash and cash equivalents 4,207,897 - - 4,207,897
Money market investments 3,498,439 - - 3,498,439
Fixed interest investments 6,102,104 5,840 334,097 6,442,041
Equity investments 27,733,248 5,802,250 7,891,120 41,426,618
Property investments - - 4,250,778 4,250,778
Derivatives contracts (net) (458,996) (362,970) 502 (821,464)
Total 41,082,692 5,445,120 12,476,497 59,004,309
2020
Cash and cash equivalents 3,166,899 - - 3,166,899
Money market investments 4,740,006 - - 4,740,006
Fixed interest investments 5,302,424 6,358 311,385 5,620,167
Equity investments 20,768,429 5,369,415 4,964,157 31,102,001
Property investments - - 4,188,290 4,188,290
Derivatives contracts (net) (1,035) 573,868 3,958 576,791
Total 33,976,723 5,949,641 9,467,790| 49,394,154
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

13. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)

Fair value measurements of the underlying investments (Continued)

The fair values of the pooled superannuation trust’s investments is determined as follow s:

. Cash comprises demand deposits with a bank, financial institution or futures broker. Cash
equivalents are short-term, highly-liquid investments that are readily convertible to known
amounts of cash and w hich are subject to insignificant risk of changes in value.

I Money market investments are valued at the market closing price on the last business day of the
reporting period and include accrued interest.

Il Fixed interest securities are valued at their market value at close of business on the last business
day of the reporting period.

V. Equity securities and listed trusts are valued at the last sale price at close of business on the last
business day of the reporting period.

V. Private equity funds are valued according to the most recent valuation obtainable from an
independent (third party) valuer or an investment manager, applying valuation and disclosure
guidelines consistent with the International Equity & Venture Capital Valuation Guidelines.

VI Unlisted trusts (including pooled superannuation trusts and hedge funds) are valued at their most
recent redemption price as determined by the manager of the relevant trust. Unlisted trusts
controlled by the Trustee are valued at least annually in accordance with valuation guidelines
agreed by the Trustee. Valuations may be completed by an independent valuer, the external
investment manager or the Trustee. In determining the valuation, referenceis made to guidelines
set by relevant associations.

VI Investment properties w hich comprise land and buildings for the purpose of letting to produce
rental income, are initially measured at cost. Cost includes capital expenditure subsequent to
acquisition. Investment properties are not depreciated. = Subsequent to initial recognition,
investment properties are measured at fair value. Investment properties are independently
revalued at least annually. Valuations are performed by registered valuers. In determining the fair
value, the expected net cash flows are discounted to their present value using a market
determined risk adjusted rate. This is compared against valuations based on capitalised earnings
methodologies as w ell as comparable market transactions.

VI Futures contracts are valued at market closing prices quoted on the last business day of the
reporting period.

IX. Forw ard currency contracts and swaps are valued using prices obtained from independent
providers as at the last business day of the reporting period (or alternatively from counterparties
or the external investment managers w here a provider does not supply a price).

X. Exchange traded options are valued as the premium payable or receivable to close out the
contracts at the last buy price at close of business on the last business day of the reporting period.

Fair value in an inactive or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation
techniques. These include the use of recent arm's length market transactions, referenceto the current fair value of
a substantially similar instrument, discounted cash flow techniques, option pricing models or any other valuation
technique that provides a reliable estimate of prices obtained in actual market transactions.

Valuation adjustments to unlisted investment

Where there is a delay in the timely receipt of valuation for unlisted investments fromthe investment managers, the
Trustee applies a systematic quarterly valuation adjustment. This adjustment is based on the performance of a
comparable public market index over the relevant period and a relevant adjustment factor representing an estimate
of the change in value implied by past relationships to the selected comparable public market index. This constitutes
an enhancement to the Trust's valuation policy in relation to unlisted investments for the year ended 30 June 2021.

This adjustment has been introduced in order to assist in preserving equitable member outcomes from the impact
of delays in receipt of valuations from primarily international investment managers. A special situation valuation
adjustment is able to be made w hen, in management's judgment an unlisted valuation does not represent fair value
and is required to preserve equitable member outcomes.
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

For the year ended 30 June 2021

13. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)

Fair value measurements of the underlying investments (Continued)

As at 30 June 2021, a systematic quarterly valuation adjustment was applied to the most recently available
investment manager valuations of unlisted international investments of $135.9m ($193.1m special situation
valuation adjustment in 2020) and unlisted Australian equity trusts of $1.8m ($4.2m special situation valuation
adjustment in 2020), representing 4.1% and 0.1% of the unlisted International and Australian equity trust portfolios

respectively (5.0% and 0.3% in 2020).
14. RELATED PARTIES

(a) Trustee

Commonw ealth Superannuation Corporation (CSC) w as the Trustee throughout the reporting period. Included in
‘other administration expenses' is an amount of $542,392 (2020: $390,944) charged to the Scheme by CSC for

acting as Trustee of the Scheme during the reporting period.

(b) Key Management Personnel

The Directors of CSC throughout the year ended 30 June 2021 and to the date of this report w ere:

Ariane Barker

Garry Hounsell (Chair, Appointed 25 July 2021,

Juliet Brow n (Appointed 13 September 2021) previously Director until 23 July 2021)
Patricia Cross (Chair, Term ended 30 June 2021) Anthony Needham

Melissa Donnelly (Appointed 1 July 2020)
Christopher Hlison

Margaret Staib
Michael Vertigan (Term ended 30 June 2021)
Alistair Waters

In addition to the Directors, the follow ing Executives of CSC had authority and responsibility for planning,
directing and controlling the activities of the Scheme throughout the year ended 30 June 2021 were:

Paul Abraham
Catharina Armitage
Peter Carrigy-Ryan
Robert Firth

Philip George

Damian Hill

Peter Jamieson
Andrew Matuszczak
Adam Nettheim
Alana Scheiffers
Alison Tarditi

Andy Young

Executive Manager, Investment Operations

Head of People

Chief Executive Officer (Retired 12 July 2020)

Chief Risk Officer

Chief Transformation Officer (Previously Special Advisor, Member
Outcomes until 31 July 2020)

Chief Executive Officer (Commenced 13 July 2020)

Chief Customer Officer

Executive Manager, Technology (Commenced 31 August 2020)
Head of Customer Operations

General Counsel

Chief Investment Officer

Chief Operating Officer

The follow ing changes to the Executives of CSC w ere made subsequent to 30 June 2021:

Catharina Armitage
Philip George
Andrew Matuszczak

Adam Nettheim

Executive Manager, People (Previously Head of People until 30
June 2021)

Executive Manager, Transformation (Previously Chief
Transformation Officer until 30 June 2021)

Chief Transformation and Information Officer (Previously Executive
Manager, Technology until 30 June 2021)

Executive Manager, Customer Operations (Previously Head of
Customer Operations until 30 June 2021)

The terms and conditions of membership for any related parties are the same as for any other member w ho

are not related parties of the Scheme.
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

14. RELATED PARTIES (CONTINUED)

(c) Key Management Personnel Compensation

The aggregate compensation of the key management personnel in relation to the Scheme is set out below :

2021 2020

$ $

Short-term employee benefits 32,224 19,408
Post-employment benefits 1,997 1,467
Other long-term employee benefits 868 (105)
35,089 20,770

Aggregate compensation in relation to the Scheme is a pro-rata apportionment of the overall compensation paid by
the Trustee, based on the net assets of the entities under its trusteeship or actual control.

The compensation of key management personnel (including Directors) related to investment management is
charged against the assets of the ARIA Investments Trust that are referable to the Scheme.

The Scheme has not made, guaranteed or secured, directly or indirectly, any loans to key management personnel
or their personally-related entities at any time during the year.

(d) Investing entities

Throughout the year ended 30 June 2021, the Scheme's only investment consisted of units in the AIT, whichwas
established to provide a cost-effective means of gaining exposure to a broad range of listed and unlisted securities
across various asset classes.

The other investors in the AIT throughout the year were the Public Sector Superannuation Scheme, the
Commonw ealth Superannuation Scheme, the Military Superannuation and Benefits Scheme and the Public Sector
Superannuation Accumulation Plan. All investing transactions are conducted under normal industry terms and
conditions.

The Trustee of the Scheme, Commonw ealth Superannuation Corporation, is the trustee of the follow ing regulated
superannuation schemes: Commonw ealth Superannuation Scheme, the Public Sector Superannuation Scheme,
the Public Sector Superannuation Accumulation Plan, the Military Superannuation and Benefits Scheme and the
Australian Defence Force Superannuation Scheme.

The Trustee pays costs of and incidental to the management of the Scheme and the investment of its money from
the assets of the ARIA Investments Trust that are referable to the Scheme (Note 7(c)). No fees were charged to
the Scheme or its assets for acting as Trustee during the year ended 30 June 2021 (2020: $nil).

The Scheme held the follow ing investments in related parties at 30 June:

Share of Net Share of Net

Fair Value of Fair Value of Income/(Loss) Income/(Loss)

Investment Investment after tax after tax

2021 2020 2021 2020

$'000 $'000 $'000 $'000

ARIA Investments Trust 831,605 473,674 109,488 (7,399)
831,605 473,674 109,488 (7,399)
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Australian Defence Force Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

15. COMMITMENTS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

The Scheme had no capital commitments at 30 June 2021 (2020: $Nil).

In the normal course of business, requests are made by members and former members for the review of decisions
relating to benefit entitlements of the Scheme, w hich could result in additional benefits becoming payable in the
future. Each request is considered on its merits prior to any benefit becoming payable. In the opinion of the Trustee,
these requests do not represent a material liability on the Scheme.

There w ere no other contingent liabilities or contingent assets as at the reporting date (2020: $Nil).
16. SUBSEQUENT EVENTS

No matters have arisen since 30 June 2021 that have materially affected, or may materially affect, the operations
of the Scheme, the results of those operations, or the financial position of the Scheme in future financial years.
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PSS Financial Statements

INDEPENDENT AUDITOR’S REPORT

To the Minister for Finance and Members of the Public Sector Superannuation Scheme
Opinion

In my opinion, the financial statements of the Public Sector Superannuation Scheme for the year ended 30 June
2021 present fairly, in all material respects, the financial position of the Public Sector Superannuation Scheme

as at 30 June 2021 and its financial performance and cash flows for the year then ended in accordance with
Australian Accounting Standards.

The financial statements of the Public Sector Superannuation Scheme, which | have audited, comprise the
following as at 30 June 2021 and for the year then ended:

e Statement by the Trustee of the Public Sector Superannuation Scheme;

e Statement of Financial Position;

Income Statement;

Statement of Changes in Member Benefits;

Statement of Changes in Equity;

Statement of Cash Flows; and

e Notes to and forming part of the financial statements, comprising a Summary of Principal Accounting
Policies and other explanatory information.

Basis for opinion

| conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Public Sector Superannuation Scheme in accordance with the relevant ethical requirements for financial
statement audits conducted by the Auditor-General and his delegates. These include the relevant independence
requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for
Professional Accountants (including Independence Standards) (the Code) to the extent that they are not in
conflict with the Auditor-General Act 1997. | have also fulfilled my other responsibilities in accordance with the
Code. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
opinion.

Trustee’s responsibility for the financial statements

The Superannuation entity’s trustee is responsible for the preparation and fair presentation of financial
statements that comply with Australian Accounting Standards and the form agreed with the Minister for Finance
and the requirements of the Superannuation Industry (Supervision) Act 1993 (SIS Act) and the Superannuation
Industry (Supervision) Regulations 1994 (SIS Regulations). The trustee is also responsible for such internal control
as they determine is necessary to enable the preparation that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the trustee is responsible for assessing the ability of the Public Sector
Superannuation Scheme to continue as a going concern, disclosing, as applicable, matters related to going
concern as applicable and using the going concern basis of accounting unless the trustee either intends to
liquidate the entity or to cease operations, or have no realistic alternative but to do so.

GPO Box 707 CANBERRA ACT 2601
38 Sydney Avenue FORREST ACT 2603
Phone (02) 6203 7300 Fax (02) 6203 7777

218 CSC Annual Report 2020-21



Auditor’s responsibilities for the audit of the financial statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, | exercise
professional judgement and maintain professional scepticism throughout the audit. | also:

e identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustee;

e conclude on the appropriateness of the trustee’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the entity’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions
may cause the entity to cease to continue as a going concern; and

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

| communicate with the trustee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that | identify during my audit.

Australian National Audit Office

i .

Bola Oyetunji

Group Executive Director
Delegate of the Auditor-General
Canberra

29 September 2021

CSC Annual Report 2020-21 219



Public Sector Superannuation Scheme (ABN 74 172 177 893)
Statement by the Trustee of the Public Sector Superannuation Scheme ('Scheme’)

The Board of Directors hereby states that in its opinion:

(a) the accompanying financial statements of the Public Sector Superannuation Scheme are properly drawn
up so as to present fairly the financial position of the Scheme as at 30 June 2021 and the financial
performance, changes in equity, changes in member benefits and cash flow s of the Scheme for the year
ended on that date;

(b) at the date of this statement there are reasonable grounds to believe that the Scheme will be able to pay
its debts as and w hen they fall due;

(c) the financial statements are in a form agreed by the Minister for Finance and the Trustee in accordance
w ith subsection 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011
and have been prepared in accordance with Australian Accounting Standards and other mandatory
professional reporting requirements;

(d) the financial statements have been prepared based on properly maintained financial records; and

(e) the operations of the PSS Fund were conducted in accordance with the Governance of Australian
Government Superannuation Schemes Act 2011,the Superannuation Act 1976 and the requirements of
the Superannuation Industry (Supervision) Act 1993 and regulations, and the relevant requirements of the
Corporations Act 2001 and regulations (to the extent applicable).

Signed this 29th day of September 2021 in accordance with a resolution of directors of Commonw ealth
Superannuation Corporation (ABN 48 882 817 243) as Trustee of the Scheme.

Garry Hounsell Air Vice-Marshal Margaret Staib

Chair Director

The accompanying financial statements have been drawn up in accordance with Accounting Standards in Australia.
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Public Sector Superannuation Scheme
Statement of Financial Position
As at 30 June 2021

Assets

Cash and cash equivalents

Employer sponsor receivable

Other receivables

Deferred tax assets

Investments in pooled superannuation trust
Total assets

Liabilities

Benefits payable

Income tax payable

Other payables

Total liabilities excluding member benefits

Net assets available for memberbenefits

Member liabilities
Net assets

Equity
Operational risk reserve
Total equity

The attached notes form part of these financial statements.

2021 2020
Note $'000 $'000
43,622 78,012

71,036,956 66,865,866

4 1,709 2,226
8(c) 154 152
5 23,161,174 20,343,742
94,243,615 87,289,998

(21,800) (14,216)

(21,097) (26,539)

(1,433) (1,234)

(44,330) (41,989)

94,199,285 87,248,009

9 (94,124,707) (87,174,070)
74,578 73,939

(74,578) (73,939)

(74,578) (73,939)
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Public Sector Superannuation Scheme
Income Statement
For the Financial Year Ended 30 June 2021

Investment revenue

Interest

Changes in fair value of investments
Total revenue

Total expenses
Operatingresults / (loss)

Net change in member benefits from investing activities
Operating result before income taxexpense

Income tax expense

Operating result after income tax

The attached notes form part of these financial statements.
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Note

2021 2020
$'000 $'000

36 450
3,589,238 (200,262)
3,589,274 (199,812)
3,589,274 (199,812)
(3,589,209) 200,450
65 638

(5) (68)

60 570




Public Sector Superannuation Scheme
Statement of Changes in Member Benefits
For the Financial Year Ended 30 June 2021

Defined Hybrid
benefit benefit
members members Total
Note $'000 $'000 $'000
Opening balance of memberbenefits
allocated at the beginning of the financial
year 50,292,268 36,881,802 87,174,070
Contributions:
Member contributions 7(a) 131,449 447,162 578,611
Employer contributions 7(a) 40,198 137,029 177,227
Government co-contributions 7(a) - 675 675
Low income superannuation tax offset 7(a) - 252 252
Income tax on contributions 8(b) (5,984) (20,397) (26,381)
Net after tax contributions 165,663 564,721 730,384
Net appropriation from Consolidated
Revenue Fund 7(b) 509,201 830,379 1,339,580
Benefits paid to members 7(b) (1,095,598) (1,786,644) (2,882,242)
Insurance premiums paid to insurer (1,302) (2,122) (3,424)
Insurance premiums charged to members 1,302 2,122 3,424
Insurance claim payments received from
insurer 1,214 1,981 3,195
Net change in member benefits from
investing activities 1,023,059 2,566,150 3,589,209
Net change in member benefits to be funded
by employers 2,669,188 1,501,323 4,170,511
Closing balance of memberbenefits
allocated at the end of the financial year 53,564,995 40,559,712 94,124,707

The attached notes form part of these financial statements.
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Public Sector Superannuation Scheme
Statement of Changes in Member Benefits
For the Financial Year Ended 30 June 2020

Defined Hybrid
benefit benefit
members members Total
Note $'000 $'000 $'000
Opening balance of member benefits
allocated at the beginning of the financial
year 48,328,465 34,818,942 83,147,407
Contributions:
Member contributions 7(a) 141,500 453,906 595,406
Employer contributions 7(a) 42,172 135,606 177,778
Government co-contributions 7(a) - 787 787
Low income superannuation tax offset 7(a) - 304 304
Income tax on contributions 8(b) (6,216) (19,986) (26,202)
Net after tax contributions 177,456 570,617 748,073
Net appropriation from Consolidated
Revenue Fund 7(b) 518,008 716,199 1,234,207
Benefits to members 7(b) (1,097,770) (1,517,778) (2,615,548)
Insurance premiums paid to insurer (1,448) (2,001) (3,449)
Insurance premiums charged to members 1,448 2,001 3,449
Insurance claim payments received from
insurer 1,140 1,575 2,715
Net change in member benefits from
investing activities (48,537) (151,913) (200,450)
Net change in member benefits to be funded
by employers 2,413,506 2,444,160 4,857,666
Closing balance of memberbenefits
allocated at the end of the financial year 50,292,268 36,881,802 87,174,070

The attached notes form part of these financial statements.
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Public Sector Superannuation Scheme
Statement of Changes in Equity
For the Financial Year Ended 30 June 2021

Opening balance as at 1 July 2019
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2020

Opening balance as at 1 July 2020
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2021

Operational Total
riskreserve equity
$'000 $'000

71,217 71,217

570 570

2,152 2,152
73,939 73,939
73,939 73,939

60 60

579 579

74,578 74,578

The attached notes form part of these financial statements.

CSC Annual Report 2020-21 225



Public Sector Superannuation Scheme
Statement of Cash Flows
For the Financial Year Ended 30 June 2021

Note

Cash flows from operating activities
Interest received
Income tax paid
Net cash (outflow)/inflows from operating
activities 10(b)
Cash flows from investing activities
Purchase of investments
Proceeds fromsale of investments
Net cash inflows from investing activities
Cash flows from financing activities
Contributions received

Employer contributions

Member contributions

Government co-contributions

Low income superannuation tax offset
Income tax paid on contributions
Superannuation surcharge paid
Benefits paid
Net appropriation from Consolidated Revenue Fund
Insurance premiums received from members
Insurance claim payments received from insurer
Insurance premiums paid
Net cash (outflows) from financing activities
Net (decrease)/increase in cash held
Cash at the beginning of the financial year
Cash at the end of the financial year 10(a)

The attached notes form part of these financial statements.
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2021 2020
$'000 $'000

42 489

(73) (178)

(31) 311

. (5,000)

771,830 667,445
771,830 662,445
177,227 177,778
578,611 595,406
675 787

252 304
(31,757) (27,269)
191 100
(2,874,658) (2,613,189)
1,340,068 1,235,521
3,424 3,449
3,195 2,715
(3,417) (3,441)
(806,189) (627,839)
(34,390) 34,917
78,012 43,095
43,622 78,012




Public Sector Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

1. DESCRIPTION OF THE SCHEME AND THE FUND

The Public Sector Superannuation Scheme ('Scheme') is a defined benefit scheme w hich provides benefits to its
members under the Superannuation Act1990 (as amended) and is administered in accordance with a Trust Deed
dated 21 June 1990 (as amended). The Trustee of the Scheme is Commonw ealth Superannuation Corporation
(CSC) (ABN 48 882 817 243). The member benefits in the Scheme are reported separately for Defined Benefit
members and Hybrid Benefit members. The Hybrid Benefit members have both defined benefit and defined
contribution components w ithin the Scheme.

Monies paid to the Trustee for the purposes of the Scheme are held in the Public Sector Superannuation Fund
(PSS Fund). The PSS Fund comprises contributions made by members and employers, income arising from
investments, and unrealised and realised changes in fair value of investments held within the PSS Fund. The
Trustee pays member benefits and taxes relating to the PSS Fund out of the PSS Fund. The Trustee pays the direct
and incidental costs of management of the PSS Fund and the investment of its money fromthe assets of the ARIA
Investments Trust (‘the AIT") that are referable to the PSS Fund (Note 7 (c)).

PSS has been closed to new entrants since 1 July 2005.

The principal place of business and registered office of the Trustee is 7 London Circuit, Canberra, ACT 2601.
2. BASIS OF PREPARATION

(a) Statement of compliance

The financial report of the Scheme is a general purpose financial report w hich has been prepared in accordance
w ith Australian Accounting Standards and Interpretations and the Superannuation Industry (Supervision) Act 1993.
For the purposes of preparing financial statements, the Scheme is a for profit for members entity.

The form of these financial statements has been agreed by the Minister for Finance and the Trustee in accordance
w ith sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011.

The financial statements of the Scheme w ere authorised forissue by the Directors of the Trustee on 29 September
2021.

Standards adopted with no significant im pact on the financial statements

The following new and revised Standards and Interpretations have been adopted in these financial statements.
Their adoption has not had any significant impact on the disclosures or amounts reported in these financial
statements but may affect the accounting for future transactions or arrangements.

Standard / Interpretation Effective for annual
reporting periods

AASB 2018-7 'Amendments to Australian Accounting Standards — Definition of  beginning on or after

Material' 1 January 2020

"AASB 2019-T Amendments to Ausiralian Accouniing Standards — References  beginning on or after
to the Conceptual Framew ork' 1 January 2020
AASB 2019-5 'Amendments to Australian Accounting Standards - Disclosure beginning on or after
of the Effect of New IFRS Standards Not Yet Issued in Australia' 1 January 2020
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2. BASIS OF PREPARATION (CONTINUED)

(a) Statement of compliance (Continued)

Standards in issue but not yet effective

At the date of authorisation of the financial report, the follow ing Standards w hich are expected to be relevant to the
Scheme werein issue but not yet effective. The directors anticipate the adoption of these Standards w ill have no
material financial impact on the financial report of the Scheme.

Standard / Interpretation Effective for annual Expected to be initially
reporting periods applied in the financial

beginning on or after year ending

AASB 2020-2 'Amendments to Australian Accounting 1 July 2021 30 June 2022

Standards — Removal of Special Purpose Financial

Statements for Certain For-Profit Private Sector

Entities'

AASB 2020-1 'Amendments to Australian Accounting 1 January 2022 30 June 2023

Standards - Classification of Liabilites as Current or
Non-current'

AASB 2020-3 "Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Annual Improvements 2018-2020 and
Other Amendments'

AASB 2020-6 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Classification of Liabilities as Current or
Non-current — Deferral of Effective Date'

AASB 2021-2 'Amendments to Australian Accounting 1 January 2023 30 June 2024
Standards — Disclosure of Accounting Policies and
Definition of Accounting Estimates'

(b) Functional and presentation currency
The financial statements are presented in Australian dollars, w hich is the functional currency of the Scheme.

Amounts in these financial statements have been rounded to the nearest thousand dollars, unless otherwise
indicated.

(c) Use of judgements and estimates

In the application of Accounting Standards, management is required to make judgements, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstance, the results of w hich form the basis of making the judgements.
Actual results may differ from these estimates.

The estimates and underlying assumptions are review ed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in w hich the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of Accounting Standards that have significant effects on the
financial statements and estimates with a significant risk of material adjustments in the next year are disclosed,
w here applicable, in the relevant notes to the financial statements.

(d) Going concern

The financial report has been prepared on a going concern basis, w hich contemplates the continuation of normal
business operations and the realisation of assets and settlement of liabilities in the normal course of business. In
making this assessment, the directors of the Trustee have considered future events and conditions for the period
of twelve months follow ing the approval of these financial statements. The Trustee remains confident that the
Scheme will be able to continue as a going concern as the Scheme's assets significantly outw eigh its liabilities and
it has sufficient liquidity to meet its debts as and w hen they fall due.
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3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The accounting policies set out below have been applied in preparing the financial statements for the year ended
30 June 2021 and the comparative information presented in these financial statements for the year ended 30 June
2020.

(a) Cash and cash equivalents

Cash and cash equivalents include cash at bank used to transact member and employer contributions, transfers to
and from other funds, benefit payments and tax liabilities.

(b) Financial assets

Financial assets (being investments in a pooled superannuation trust, cash at bank and other receivables) are
recognised on the date the Scheme becomes a party to the contractual provisions of the asset. Financial assets
are recognised using trade date accounting. After initial measurement, any gains and losses from changes in fair
value are recognised in the Income Statement.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions,
regardless of w hether that price is directly observable or estimated using another valuation technique.

Fair values have been determined as follows:

(i) Units in a pooled superannuation trust are valued at the redemption price at close of business on the last
business day of the reporting period as notified by the manager of the trust, reflecting the fair value of the
underlying investments.

(i) Other receivables are recognised at nominal amounts due w hich approximate fair value. All amounts are
unsecured and are subject to normal credit terms.

(c) Employer sponsor receivable

The Commonw ealth Government is obliged under the Superannuation Act 1976 (as amended) to meet any funding
shortfall for the defined benefit member liabilties of the Scheme. The assetis measured at its 'intrinsic value' (i.e.
the amount of the difference betw een the defined benefit member liability and the fair value of assets available to
meet that liability). The value of the employer sponsor receivable will not necessarily be the same as the value of
the corresponding liability in the accounts of the employer sponsor and the Australian Government Long Term Cost
Report due to the application of different accounting standards w hich may result in different valuation assumptions
from those set out in Note 9.

(d) Foreign currency transactions
The Scheme does not undertake transactions denominated in foreign currencies.
(e) Payables

Payables (being benefits payable and other payables) are recognised at their nominal value w hichis equivalent to
fair value.
Benefits payable

Benefits payable to a member are recognised w here avalid w ithdraw al notice has been received from the employer
sponsor, and approved, but payment has not been made by reporting date.

Other payables

Other payables represent liabilities for services provided during the financial period and w hich are unpaid at
reporting date. Allamounts are unsecured. Creditors are subject to normal credit terms.

(f) Member liabilities

Defined benefit member liabilities are measured as the amount of a portfolio of investments that would be needed
as at the reporting date to yield future net cash inflow s that w ould be sufficient to meet accrued benefits as at that
date w hen they are expected to fall due (Note 9).

The accumulation component of hybrid benefit member liabilities are measured as the amount of member account
balances as at the reporting date (Note 9).

The impact of the Scheme's default death and invalidity insurance arrangements have been considered in
determining member liabilities. Balances and transactions in respect of these arrangements are presented in
aggregate as part of member liabilities and the benefits paid/payable balances presented in the Statement of
Financial Position and Statement of Changes in Member Benefits.
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3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(g) Contribution revenue and transfers from other funds

Employer and member contributions, superannuation co-contributions, low income superannuation tax offsets from
the Commonw ealth Government and transfers from other funds are recognised w hen control of the contribution or
transfer has passed to the Scheme.

(h) Operational risk reserve

The purpose of the operational risk reserve (ORR) is to provide adequate financial resources to address potential
losses arising from an operational risk event. The ORR is operated in accordance withan ORR policy. The level of
the reserve is determined by the Trustee Directors and review ed annually, based on an assessment of the risks
faced by the Fund. The transferred assets underlying the ORR are held in a separate cash option of the AIT and
income earned on these assets is recognised in the reserve.

(i) Derivatives
The Scheme does not directly enter into derivative financial instruments.
(j) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. Specific revenues are recognised as follow s:

Investment revenue

Interest revenue is recognised on an accrual basis.

Changes in the fair value of investments are recognised as income and are determined as the difference betw een
the fair value at year end or consideration received (if sold during the year) and the fair value as at the prior year
end or cost (if the investment w as acquired during the period).

(k) Expenses

Expenses are recognised on an accruals basis and, if not paid at reporting date, are reflected in the Statement of
Financial Position as an accrual or payable depending upon w hether or not the expense has been billed.

(I) Income tax

Income tax is recognised in the Income Statement and the Statement of Changes in Member Benefits. As the
Scheme invests in the AIT, which is a pooled superannuation trust, tax on this investment revenue is paid by the
AIT.

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable
profit or loss for the period. It is calculated using tax rates and tax law s that have been enacted or substantively
enacted by reporting date. Current tax for the current and prior periods is recognised as a liability (or asset) to the
extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences betw een the carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts willbe available against w hich deductible
temporary differences or unused tax losses and tax offsets can be utilised. How ever, deferred tax assets and
liabilities are not recognised if the temporary differences giving rise to them arise from the initial recognition of
assets and liabilities (other than as a result of a business combination) w hich affects neither taxable income nor
accounting profit.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) w hen
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax law s) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in w hich the Scheme expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offsetw henthey relate to income taxes levied by the same taxation authority
and the Scheme intends to settle its current tax assets and liabilities on a net basis.
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3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(I) Income tax (continued)

Current and deferred tax for the period

Current and deferred tax for the period is recognised as an expense or benefit in the Income Statement, except for
tax on contributions, w hich is recognised in the Statement of Changes in Member Benefits.

(m) Goods and services tax (‘GST’)

Revenues, expenses and assets are recognised net of the amount of goods and services tax ('GST) recoverable
from the Australian Taxation Office (ATO) as a reduced input tax credit. Where the amount of GST incurred is not
recoverable from the ATO, itis recognised as part of the cost of acquisition of an asset or as an expense item.

Receivables and payables are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO is included as an asset or liability in the Statement
of Financial Position.

Cash flow s areincluded in the Statement of Cash Flow s on a gross basis. The GST component of cash flow s arising
from investing and financing activities w hichis recoverable from, or payable to, the taxation authority is classified
w ithin operating cash flows.
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4. OTHER RECEIVABLES

2021 2020
$'000 $'000
Receivable fromthe ARIA Investments Trust - 24
Interest receivable - 6
Amount to be appropriated from Consolidated Revenue Fund 1,709 2,196
1,709 2,226
There are no receivables that are past due or impaired. (2020: Nil)
5. INVESTMENTS
2021 2020
$'000 $'000
Pooled superannuation trust - ARIA Investments Trust 23,161,174 20,343,742
23,161,174 20,343,742
6. CHANGES IN FAIR VALUE OF INVESTMENTS
2021 2020
$'000 $'000
(a) Investments held at 30 June:
Pooled superannuation trust - ARIA Investments Trust 3,554,785 (211,428)
(b) Investmentsrealised during the year:
Pooled superannuation trust - ARIA Investments Trust 34,453 11,166
(c) Total changes in fair value of investments 3,589,238 (200,262)

7. FUNDING ARRANGEMENTS
(a) Contributions
Member Contributions

Members contribute to the Scheme at optional rates ranging from 2% - 10% or they may opt to make nil
contributions. The contribution rates w ere the same in the prior year.

Employer Contributions

Employers w ho do not operate their ow n productivity schemes contribute employer (productivity) contributions to
the Scheme on a sliding scale averaging 3% of salaries paid to members. The contribution rates w ere the same in
the prior year.

Transferring Superannuation from Other Funds

Money invested in other superannuation funds can be rolled over to the Scheme.

Government Co-Contributions

For the financial years ended 30 June 2020 and 30 June 2021, the Commonw ealth Government contributed $0.50
for every $1.00 of eligible personal after-tax member contributions paid to the Scheme up to a maximum of $500
per member.
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7. FUNDING ARRANGEMENTS (CONTINUED)

(a) Contributions (continued)

Low Income Superannuation Tax Offset

The low income superannuation tax offset (LISTO) is a Commonw ealth Government superannuation payment of
up to $500. LISTO payments are recognised as revenue w hen received.

(b) Benefits

Where a benefit that becomes payable in respectof a member can be fully met from Scheme assets attributable to
that member, the benefit is paid to the beneficiary from the PSS Fund. Where a benefit becomes payable that
cannot be fully met from Scheme assets attributable to the member, all moneys held in the PSS Fund in respect of
the member are paid from the Consolidated Revenue Fund, and the Commonw ealth Government then assumes
responsibility for funding the benefit.

Of the total benefits payable at 30 June 2021, $1.7 million (2020: $2.2 million) is payable by the Consolidated
Revenue Fund. The Commonw ealth Government is the corresponding debtor for this amount in accordance w ith
the funding arrangements described above.

Benefits paid and payable by the PSS Fund and the Consolidated Revenue Fund during the year are as follow s:

2021 2020
$'000 $'000
Gross Appropriation from Consolidated Revenue Fund 2,803,938 2,552,779
less: Transfers from Fund to Consolidated Revenue Fund (1,464,358) (1,318,572)
Net appropriation from Consolidated Revenue Fund 1,339,580 1,234,207
Consolidated Revenue Fund
Lump-sum benefits 507,332 474,592
Pensions 2,296,606 2,078,187
2,803,938 2,552,779
PSS Fund
Lump-sum benefits 78,304 62,769
Total benefits paid and payable 2,882,242 2,615,548

(c) Cost of managing, investing and administering the scheme

Costs of and incidental to the management of the Scheme and the investment of its money are charged against the
assets of the AIT that are referable to the Scheme. Transactions in respect of these costs have been brought to
account in the financial statements of the AIT.

Expenses met by the AIT and referable to the Fund are as follow s:

2021 2020

$'000 $'000
Investment
Investment manager fees 70,716 76,520
Custodian fees 2,234 2,949
Investment consultant and other service provider fees 2,447 5,981
Other investment expenses 3,670 2,484
Total directinvestment expenses 79,067 87,934
Regulatory fees 1,550 1,650
Other operating expenses 22,933 20,109
Total costs 103,550 109,693
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7. FUNDING ARRANGEMENTS (CONTINUED)

(c) Cost of managing, investing and administering the scheme (continued)

Costs other than those incurred in managing and investing Scheme assets are met by CSC. Administrative fees
are paid to CSC by employing agencies to meet these costs. Sponsoring employers have contributed further
administration funding of $28.68 million (2020: $27.95 million). Transactions in respect of the receipt of these fees
and the costs of administration have been brought to account in the financial statements of the Trustee.

8. INCOME TAX
(a) Income tax recognised in the Income Statement
2021 2020
$'000 $'000
Note 8(a): Income tax recognised in operating results
Income tax expense comprises:
Current tax benefit 6 74
Deferred tax expense relating to the origination and reversal of
temporary differences (1) (6)
Total income tax expense 5 68

The prima facie income tax benefit on the operating result before income tax reconciles to the income tax benefit
in the Income Statement as follow s:

Operating result before income taxexpense 65 638
Income tax expense / (benefit) calculated at 15% 10 96
Net change in member benefits from investing activities 538,381 (30,067)
Investment revenue already taxed (538,386) 30,039
Total income tax expense 5 68

(b) Income tax on contributions recognised in Statement of Changes in Member Be nefits

2021 2020

$'000 $'000
Contributions received:
Member contributions 578,611 595,405
Employer contributions 177,227 177,778
Government co-contributions 675 787
Low income superannuation tax offset 252 304
Total contributions received 756,765 774,274
Contributions tax calculated at 15% 113,515 116,141
Member contributions not subject to tax (86,792) (89,311)
Government co-contributions not subject to tax (101) (118)
Low income superannuation tax offset not subject to tax (38) (46)
Insurance premiums (256) (258)
Rollovers in subject to tax 53 57
Under / (over) relating to the prior year - (263)
Total income tax on contributions 26,381 26,202
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8. INCOME TAX (CONTINUED)

(c) Recognised deferred tax liabilities

2021 2020
$'000 $'000
Deferred taxassets comprise:
Temporary differences 154 152
154 152
Taxable and deductible temporary differences arise from the follow ing:
Opening Charged to Closing
2021 balance income balance
$'000 $'000 $'000
Gross deferred tax assets/ (liabilities):
Interest receivable (1) 1 -
Insurance premiums payable 153 1 154
152 2 154
Opening Charged to Closing
2020 balance income balance
$'000 $'000 $'000
Gross deferred taxassets/(liabilities):
Interest receivable 7) 6 (1)
Insurance premiums payable 152 1 153
145 7 152

9. MEMBER LIABILITIES

The Scheme is a defined benefit scheme; how ever some members of the Scheme have a hybrid interest as
components of a member's benefit are treated as accumulation interests. These components can include transfer
amounts from other funds and Government contributions such as co-contributions and low income super
contributions. These amounts attract investment earnings based on the performance of the PSS Fund and are
payable as a lump sum w hen eligible for release. The defined benefit component is determined through a set
formula based on a member's contribution rate, final average salary and length of membership and is not impacted
by fund earnings. As such there are considered to be tw o categories of members w ith different risk exposures —
those with only a defined benefit interest, and those with a hybrid benefit interest comprising defined benefit and
accumulation components.

The breakdow n of member liabilities into these tw o member categories is show n in the table below :

2021 2020
$'000 $'000
Defined benefit members 53,564,995 50,292,268
Hybrid benefit members 40,559,712 36,881,802
Total member liabilities 94,124,707 87,174,070

The Statement of Changes in Member Benefits has been disaggregated to show amounts related to these member
categories. The disaggregated movements have been attributed on a proportional basis considering the relative
contributions and benefits for the hybrid member category compared to the total Scheme.

The Scheme engages qualified actuaries on an annual basis to measure defined benefit liabilities. The value of the
member liabilites will not necessarily be the same as the value presented in the accounts of the employer sponsor
and the Australian Government Long Term Cost Report due to the application of different accounting standards
which may result in different valuation assumptions. The liabiltes change from year to year as a result of
contributions, benefit payments, interest costs and investment returns relative to the actuarial assumptions adopted.
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9. MEMBER LIABILITIES (CONTINUED)

The actuarial assumptions are long term assumptions commensurate w ith the maturity of the member liabilities and
are review ed in consultation w ith the actuaries on an annual basis.

The Scheme uses sensitivity analysis to monitor the potential impact of changes to key variables about w hich
assumptions need to be made. The Scheme has identified four assumptions (being the mortality rates, the discount
rate/investment returns, the rate of salary adjustment and the inflation rate) for w hich changes are reasonably
possible that would have a material impact on the amount of the defined benefit member liabilities:
- The current mortality assumptions adopted are scheme specific based on the experience observed. The
actuaries have updated these assumptions from the prior year based on analysis of the Scheme's actual
experience.
- The assumed discount rate has been determined by reference to the target investment returns expected on
the investment portfolio, w hich reflect the opportunities reasonably available to the Scheme in the investment
markets. There has been no change to this assumption fromthe prior year.
- The assumed annual salary adjustment has been determined by historical observations over along term period
and in consultation with the employer sponsor. There has been no change to this assumption from the prior
year.
- The assumed inflation rate has been determined based on the mid-point of the Reserve Bank of Australia
(RBA) inflation target. There has been no change to this assumption from the prior year.

Other variables about w hich assumptions have been made in measuring defined benefit member liabilities and for
w hich changes are not considered reasonably possible, or for w hich reasonably possible changes would not be
expected to have a material effect, include resignation rates.

The follow ing are sensitivity calculations on a univariate basis for the mortality rates, the discount rate/investment

returns, the rate of salary adjustment and the inflation rate assumptions for the Scheme.

Key assumptions Assumed at reporting Reasonably (Increase)/Decrease in
date Possible Change [ member liabilities ($'000)
30 June 2021
Discount rate / investment 6% +1% 12,037,209
returns ’ -1% (15,166,960)
+ 1% 2,656,507
Salary adjustment rate 3.5% ° ( )
-1% 2,390,123
+ 19 11 24
inflation rate 2.5% % (11.505.624)
- 1% 9,569,164
A scale developed by the 5.0% higher
. Scheme actuary with mortality* 692,627
Mortality rates )
allow ance for mortality -5.0% low er (724,915)
improvements mortality*
30 June 2020
Discount rate / investment 6% +1% 11,072,105
returns ’ -1% (13,068,628)
+ 1% 2,633,402
Salary adjustment rate 3.5% ° ( )
- 1% 2,358,217
. +1% (10,460,910)
Inflati I¢ 2.5%
nflation rate o 1% 8,684,197
A scale developed by the 5.0% higher
Sch ti ith tality* 596,071
Mortality rates cheme actuary WI. mortality ,
allow ance for mortality -5.0% lower (622,134)
improvements mortality*

T For example, i the base probability of death of 3.0%, the higher rate is 3.15% and the lower rate is 2.85%.

Vested benefits are benefits w hich are not conditional upon continued membership of the Scheme (or any other
factor other than resignation from the Scheme) and include benefits w hich members w ere entitled to receive had
they terminated their Scheme membership as at the reporting date.
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9. MEMBER LIABILITIES (CONTINUED)

The actuarial estimate of vested benefits at 30 June 2021 is $102.8 billion (2020: $97.4 bilion). The value of vested
benefits represents the liability that w ould have fallen on the Scheme if all members had ceased service on 30 June
2021 and elected the option w hich maximised their benefit entittement. The vested benefits have been calculated
on the basis of current legislative arrangements as at the reporting date.

10. CASH FLOW INFORMATION
(a) Reconciliation of Cash

For the purposes of the Statement of Cash Flows, cash represents cash at bank. Cash at the end of the reporting
period as shown in the Statement of Cash Flows is reconciled to the related items in the Statement of Financial
Position as follow s:

2021 2020
$'000 $'000
Cash at bank 43,622 78,012

(b) Reconciliation of operating result afterincome taxto netcash inflows / (outflows) from operating
activities

Operating result after income tax 60 570
Net change in member benefits from investing activities 3,589,209 (200,450)
Changes in fair value of investments (3,589,238) 200,262
Decrease/(increase) in interest receivable 6 39
(Increase)/decrease in deferred tax assets (1) (6)
(Decrease)/increase in income tax payable (67) (104)
Net cash inflows (outflows) from operating activities (31) 311

11. AUDITOR’S REMUNERATION
Amounts paid or payable to the Australian National Audit Office for audit services:

2021 2020

$ $

Financial statements 48,225 50,600
Regulatory returns and compliance 32,400 34,400
Total 80,625 85,000

The audits w ere provided by the Australian National Audit Office. The audit fees will be charged against the assets
of the ARIA Investments Trust that are referable to the Scheme.

Deloitte Touche Tohmatsu have been contracted by the Australian National Audit Office to provide audit services
on its behalf. Fees for those services are included in the above.

No other services w ere provided by the Australian National Audit Office or Deloitte Touche Tohmatsu tothe Scheme
during the reporting period.
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12. FINANCIAL INSTRUMENTS

(a) Financial instruments management

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

The investments of the Scheme (other than cash held for managing contribution receipts, benefit payments and tax
payments) comprise units in the AIT. The AIT is a pooled superannuation trust whichis also governed by the
Commonw ealth Superannuation Corporation as Trustee. This type of investment has been determined by the
Trustee to be appropriate forthe Scheme and is in accordance with the Scheme's published investment strategy.
The Trustee applies strategies to manage the risk relating to the investment activities of the AIT. The investments
of the AIT are managed on behalf of the Trustee by specialist external investment managers whoare required to
invest the assets in accordance w ith contractual investment mandates.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on w hichincome and expenses are recognised in respect of each class of financial
asset and financial liability are disclosed in Note 3 to the financial statements.

(c) Capital risk management

The Registerable Superannuation Entity ('RSE) licence of the Trustee of the Scheme requires the Trustee to
maintain adequate financial resources to address losses arising from operational risks that may affect registrable
superannuation entities w ithin its business operations in the form of operational risk reserve(s), operational risk
trustee capital or a combination thereof to meet the target amount of financial resources that the RSE licensee
determines is necessary to respond to these losses. The Trustee of the Scheme was in compliance with this
requirement throughout the reporting period.

(d) Categories of financial instruments

The financial assets and liabilities of the Scheme are recognised at fair value as at the reporting date. Changes in
fair value are recognised in the Income Statement and the Statement of Changes in Member Benefits.

(e) Financial risk management objectives

The Scheme is exposed to a variety of financial risks as a result of its pooled investment in the AIT. These risks
include market risk (including currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and
cash flow interestrate risk. The Scheme's risk management and investment policies, approved by the Trustee, seek
to minimise the potential adverse effects of theserisks on the Scheme's financial performance. These policies may
include the use of financial derivative instruments.

The Trustee is responsible for ensuring that there is an effective risk management control framew ork in place for
the Scheme. Consistent with regulatory requirements, the Trustee has developed, implemented and maintains a
Risk Management Framew ork to identify the policies, procedures, processes and controls that comprise its risk
management and control systems for the Scheme and forthe Scheme's investments through the AIT. The overall
investment strategy of the Scheme is set out in the Trustee's approved investment policies w hich address the
investment strategy and objectives and risk mitigation strategies including risk mitigation relating to the use of
derivatives.

The Trustee's internal investment team monitors and manages the financial risks relating to the Scheme's
investments. Derivative Risk Statements set out the strict parameters for the Trustee's external investment
managers authorised to use derivatives. In essence, derivatives cannot be used to raise the level of risk above the
level it would otherw ise have been, and derivatives cannot be used to leverage the investments.

The Scheme's investments are managed on behalf of the Trustee by specialist external investment managers w ho
invest their respective fund allocation in accordance withthe terms of a writteninvestment mandate or disclosure
document. The Trustee has determined that the appointment of these managers is appropriate for the Scheme
and is in accordance w ith its investment strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(f) Creditrisk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Scheme. In its capacity as trustee of the AlT, the Trustee has adopted a policy of spreading the aggregate value
of transactions across approved creditw orthy counterparties as a means of mitigating the risk of financial loss. The
Scheme's exposure to its counterparties are continuously monitored by the Trustee.

The largest exposure to a single counterparty is to cash held by the investment master custodian Northern Trust.
Credit risk relating to the master custodian is mitigated through contractindemnity provisions. Other than the master
custodian, no individual exposure w ithinthe AIT exceeded 5% of net assets of that trustat 30 June 2021 or 30 June
2020.

The credit risk on the Scheme's directly held cash and cash equivalents and interest receivable is limited because
the counterparty is the Reserve Bank of Australia.

The table below show s the maximum exposure of financial assets to credit risk at the reporting date:

2021 2020
$'000 $'000
Investments
Pooled Superannuation Trust - ARIA Investments Trust 23,161,174 20,343,742
Other financial assets
Cash and cash equivalents 43,622 78,012
Receivables 1,709 2,226
Total financial assets 23,206,505 20,423,980

There has been no change to the Scheme's exposure to credit risk or the manner in w hich it manages and measures
that risk during the reporting period.

(g) Liquidity risk

Liquidity risk is the risk that the Scheme will encounter difficulty in either realising assets or otherwise raising
sufficient funds to meet its financial liabilities and/or member benefit payments or tax liabilities.

The Trustee's approach to managing liquidity is to ensure that the Scheme will alw ays have sufficient liquidity to
meet its liabilites and member benefit payments. The Scheme allows members to withdraw benefits, and it is
therefore exposed to the liquidity risk of meeting member withdrawals at any time. The Trustee undertakes
forecasting and scenario testing of the cashflow requirements of the Scheme to ensure timely access to sufficient
cash and holds actively-traded, highly-liquid investments to meet anticipated funding requirements.

As afurther risk mitigation strategy, it is the Trustee's policy that the target asset allocation to illiquid assets is limited
to around 25% of the investments of the AIT (witha plus or minus 10 percentage point rebalancing range around
that target). Regular scenario testing is performed to confirm the validity of the strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(g) Liquidity risk (continued)

The follow ing tables summarise the maturity profile of the Scheme’s financial liabilities. The tables have been drawn
up based on the discounted cash flow s of financial liabilites based on the earliest date on w hich the Scheme
expects to pay. The tables include both interest and principal cash flows.

Financial Liabilities maturity profile:

Less than 3| 3 months to 1
months year 1-5years | Over 5years Total
$'000 $'000 $'000 $'000 $'000
30 June 2021
Benefits payable 21,800 - - - 21,800
Other payables 1,433 - - - 1,433
Member liabilities 715,607 2,146,821 12,071,481 79,190,798 94,124,707
Total financial liabilities 738,840 2,146,821 12,071,481 79,190,798 94,147,940
30 June 2020
Benefits payable 14,216 - - - 14,216
Other payables 1,234 - - - 1,234
Member liabilities 693,754 2,081,263 11,508,393 72,890,660 87,174,070
Total financial liabilities 709,204 2,081,263 11,508,393 72,890,660 87,189,520

There has been no change to the Scheme's exposure to liquidity risk or the manner in which it manages and
measures that risk during the reporting period.

(h) Marketrisk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: foreign currency risk, interest rate risk and
other market price risk. The policies and procedures put in place to mitigate the exposure to market risk are detailed
in the Trustee's investment policies and the Risk Management Framew ork.

There has been no change to the Scheme's exposure to market risk or the manner in which it manages and
measures that risk during the reporting period.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flow s of afinancial instrument will fluctuate because
of changes in foreign exchange rates.

The Scheme does not undertake any transactions in foreign currency andis therefore not directly exposed to foreign
currency risk. How ever, the Scheme is indirectly exposed to foreign currency risk from the international assets held
in the AIT, and it is managed in accordance w iththe Trustee’s approved investment strategy. The AIT enters into
forw ard foreign exchange contracts to hedge into Australian dollars some of the currency exposure arising from its
investments denominated in developed markets foreign currencies. These contracts neutralise some of the gains
and losses from currency fluctuation. A small part of the investments of the AIT, relating to emerging markets,
remain unhedged due to lack of suitable currency instruments for hedging.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flow s of a financial instrument will fluctuate because of
changes in market interest rates.

The Scheme is directly exposed to interest rate risk on cash and cash equivalents held w ith the Reserve Bank of
Australia to meet benefits and taxation payments. All holdings at 30 June 2021 and 30 June 2020 had a maturity
profile of less than one month.

The Scheme is indirectly exposed to interest rate risk through its investments in the AIT. The Trustee manages
interest rate risk through its investment strategy including diversification of asset allocation and the use of a diversity
of specialist investment sector managers.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (continued)

Interest rate risk (continued)

The follow ing table illustrates the Scheme's sensitivity to a0.15% p.a. (2020: 0.09%) increase or decrease in interest
rates, based on cash balances directly held at reporting date. This represents an assessment of a reasonably
possible change in interest rates. Had interest rates been low er or higher by 0.15% (2020: 0.09%) at reporting date,
and all other variables were held constant, the financial result would have improved / (deteriorated) as
demonstrated:

Interest rate risk $'000

Operating Net Assets Operating Net Assets
Carrying |Result Before [ Available to |[Result Before | Available to
amount $'000 Tax Pay Benefits Tax Pay Benefits
2021 -0.15% +0.15%
(Cash and cash equivalents 43,622 (65)] (65) 65| 65
2020 -0.09% +0.09%
Cash and cash equivalents 78,012 (70) | (70) 70| 70

In the Trustee's opinion, the sensitivity analysis at reporting date approximates the direct interest rate exposures of
the Scheme during the financial year.

Other price risk

Other price risk is the risk that the fair value or future cash flow s of a financial instrument w il fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), w hether caused by factors
specific to an individual investment, its issuer or factors affecting all similar financial instruments traded in the
market.

The Scheme's investment in the AIT is exposed to market price risk in respect of the latter's holdings of equity
securities and unit trusts. As the investment in the AIT is carried at fair value through profit or loss, all changes in
market conditions will directly affect the Scheme's net investment income.

In its capacity as trustee of the AIT, the Trustee manages the market price risk arising fromthese investments by
diversifying the portfolio in accordance with its investment strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(h) Market risk (continued)

Other price risk (continued)

The follow ing table illustrates the Scheme's sensitivity to a reasonably possible change in the value of its investment
in the AIT, based on risk exposures at reporting date. The volatility factor of 5.00% (2020: 5.00%) represents the
volatility in the default option unit price of the Schemes Investment in the AIT and is reflective of market conditions
as at reporting date. Had the unit price been higher or low er by the volatility factor at reporting date, and all other
variables w ere held constant, the financial result w ould have improved/(deteriorated) as follows:

Price risk $'000
Financial Assets Net Assets Net Assets
Carrying |Operating Available Operating Available
Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax Benefits Before Tax Benefits
(Lower price) Higher price
2021
Default option -/[+5.00%| 23,031,451 (1,151,573) (1,151,573) 1,151,573 1,151,573
Cash option -/+0.07% 55,145 (39) (39) 39 39
Operational risk reserve -1+0.07% 74,578 (52) (52) 52 52
Total 23,161,174 | (1,151,664) (1,151,664) 1,151,664 1,151,664
Price risk $'000
Financial Assets Net Assets Net Assets
Carrying |Operating Available Operating Available
Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax Benefits Before Tax Benefits
(Lower price) Higher price
2020
Default option -/+5.00%| 20,204,854 |(1,010,243) (1,010,243) 1,010,243 1,010,243
Cash option -/+0.09% 64,973 (58) (58) 58 58
Operational risk reserve -/1+0.09% 73,915 (67) (67) 67 67
Total 20,343,742 (1,010,368) (1,010,368) 1,010,368 1,010,368

In the Trustee's opinion, the sensitivity analysis
exposures during the financial year.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(i) Fair value measurements

The Scheme's financial instruments are included in the Statement of Financial Position at fair value. The fair value
is determined per the accounting policies in Note 3.

Fair value measurements recognised in the Statement of Financial Position

The follow ing table provides an analysis of the Scheme's financial instruments w hereby the assets and liabilities
are each grouped into one of three categories based on the degree to w hich their method of valuation is observable.
Level 1: fair value measurements are those derived from quoted prices in active markets.

Level 2: fair value measurements are those derived from inputs (other than quoted prices included within Level 1)
that are observable such as prices or derived from prices.

Level 3: fair value measurements are those derived from valuation techniques that include inputs that are not based
on observable market data.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
Financial Assets
Pooled superannuation trust - 23,161,174 - 23,161,174
2020
Financial Assets
Pooled superannuation trust - 20,343,742 - 20,343,742

There w ere no transfers betw een Level 1 and 2 in the period.

Units in the pooled superannuation trust are valued daily based on the latest listed and unlisted market prices and
values of the underlying investments, less any tax and expenses.

Reconciliation of Level 3 fair value measurements

There were no Level 3 financial assets or liabilities (2020: Nil).

Fair value measurements of the underlying investments

The funded components of the Schemes for w hich CSC is the Trustee are co-invested in a pooled superannuation
trust. The follow ing table provides an analysis of the underlying pooled superannuation trust’s investments grouped
into levels 1 to 3 of the fair value hierarchy based on the degree to w hich their fair value is observable. The table
has been prepared on a look-through basis and therefore discloses investments held in underlying Trustee-
controlled subsidiary trusts as if they are direct investments of the pooled superannuation trust.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
(Cash and cash equivalents 4,207,897 - - 4,207,897
Money market investments 3,498,439 - - 3,498,439
Fixed interest investments 6,102,104 5,840 334,097 6,442,041
Equity investments 27,733,248 5,802,250 7,891,120 41,426,618
Property investments - - 4,250,778 4,250,778
Derivatives contracts (net) (458,996) (362,970) 502 (821,464)
Total 41,082,692 5,445,120 12,476,497 59,004,309
2020
Cash and cash equivalents 3,166,899 - - 3,166,899
Money market investments 4,740,006 - - 4,740,006
Fixed interest investments 5,302,424 6,358 311,385 5,620,167
Equity investments 20,768,429 5,369,415 4,964,157 | 31,102,001
Property investments - - 4,188,290 4,188,290
Derivatives contracts (net) (1,035) 573,868 3,958 576,791
[Total 33,976,723 5,949,641 9,467,790| 49,394,154
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (continued)

Fair value measurements of the underlying investments (Continued)

The fair values of the pooled superannuation trust’s investments is determined as follow s:

. Cash comprises demand deposits with a bank, financial institution or futures broker. Cash
equivalents are short-term, highly-liquid investments that are readily convertible to known
amounts of cash and w hich are subject to insignificant risk of changes in value.

II. Money market investments are valued at the market closing price on the last business day of the
reporting period and include accrued interest.

M. Fixed interest securities are valued at their market value at close of business on the last business
day of the reporting period.

V. Equity securities and listed trusts are valued at the last sale price at close of business on the last
business day of the reporting period.

V. Private equity funds are valued according to the most recent valuation obtainable from an
independent (third party) valuer or an investment manager, applying valuation and disclosure
guidelines consistent with the International Equity & Venture Capital Valuation Guidelines.

VI, Unlisted trusts (including pooled superannuation trusts and hedge funds) are valued at their most
recent redemption price as determined by the manager of the relevant trust. Unlisted trusts
controlled by the Trustee are valued at least annually in accordance with valuation guidelines
agreed by the Trustee. Valuations may be completed by an independent valuer, the external
investment manager or the Trustee. In determining the valuation, referenceis made to guidelines
set by relevant associations.

VIl Investment properties w hich comprise land and buildings for the purpose of letting to produce
rental income, are initially measured at cost. Cost includes capital expenditure subsequent to
acquisition. Investment properties are not depreciated. Subsequent to initial recognition,
investment properties are measured at fair value. Investment properties are independently
revalued at least annually. Valuations are performed by registered valuers. In determining the fair
value, the expected net cash flows are discounted to their present value using a market
determined risk adjusted rate. This is compared against valuations based on capitalised earnings
methodologies as w ell as comparable market transactions.

VIII. Futures contracts are valued at market closing prices quoted on the last business day of the
reporting period.

IX. Forw ard currency contracts and swaps are valued using prices obtained from independent
providers as at the last business day of the reporting period (or alternatively from counterparties
or the external investment managers w here a provider does not supply a price).

X. Exchange traded options are valued as the premium payable or receivable to close out the
contracts at the last buy price at close of business on the last business day of the reporting period.

Fair value in an inactive or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation
techniques. These include the use of recent arm's length market transactions, reference to the current fair value of
a substantially similar instrument, discounted cash flow techniques, option pricing models or any other valuation
technique that provides a reliable estimate of prices obtained in actual market transactions.

Valuation adjustments to unlisted investment

Where there is a delay in the timely receipt of valuation for unlisted investments fromthe investment managers, the
Trustee applies a systematic quarterly valuation adjustment. This adjustment is based on the performance of a
comparable public market index over the relevant period and a relevant adjustment factor representing an estimate
of the change in value implied by past relationships to the selected comparable public market index. This constitutes
an enhancement to the Trust's valuation policy in relation to unlisted investments for the year ended 30 June 2021.

This adjustment has been introduced in order to assist in preserving equitable member outcomes from the impact
of delays in receipt of valuations from primarily international investment managers. A special situation valuation
adjustment is able to be made w hen,in management's judgment an unlisted valuation does not represent fair value
and is required to preserve equitable member outcomes.
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (continued)

Fair value measurements of the underlying investments (Continued)

As at 30 June 2021, a systematic quarterly valuation adjustment was applied to the most recently available
investment manager valuations of unlisted international investments of $135.9m ($193.1m special situation
valuation adjustment in 2020) and unlisted Australian equity trusts of $1.8m ($4.2m special situation valuation
adjustment in 2020), representing 4.1% and 0.1% of the unlisted international and Australian trust portfolios
respectively (5.0% and 0.3% in 2020).

13. RELATED PARTIES
(a) Trustee

Commonw ealth Superannuation Corporation (CSC) w as the Trustee throughout the reporting period. No fees w ere
charged by CSC for acting as Trustee or the Scheme during the reporting period.

(b) Key Management Personnel

The Directors of CSC throughout the year ended 30 June 2021 and to the date of this report w ere:

Ariane Barker Garry Hounsell (Chair, Appointed 25 July 2021,
Juliet Brow n (Appointed 13 September 2021) previously Director until 23 July 2021)

Patricia Cross (Chair, Term ended 30 June 2021) Anthony Needham

Melissa Donnelly (Appointed 1 July 2020) Margaret Staib

Christopher Hlison Michael Vertigan (Term ended 30 June 2021)

Alistair Waters

In addition to the Directors, the follow ing Executives of CSC had authority and responsibility for planning,
directing and controlling the activities of the Scheme throughout the year ended 30 June 2021 w ere:

Paul Abraham Executive Manager, Investment Operations

Catharina Armitage Head of People

Peter Carrigy-Ryan Chief Executive Officer (Retired 12 July 2020)

Robert Firth Chief Risk Officer

Philip George Chief Transformation Officer (Previously Special Advisor, Member
Outcomes until 31 July 2020)

Damian Hill Chief Executive Officer (Commenced 13 July 2020)

Peter Jamieson Chief Customer Officer

Andrew Matuszczak Executive Manager, Technology (Commenced 31 August 2020)

Adam Nettheim Head of Customer Operations

Alana Scheiffers General Counsel

Alison Tarditi Chief Investment Officer

Andy Young Chief Operating Officer

The follow ing changes to the Executives of CSC w ere made subsequent to 30 June 2021:

Catharina Armitage Executive Manager, People (Previously Head of People until 30
June 2021)

Philip George Executive Manager, Transformation (Previously Chief
Transformation Officer until 30 June 2021)

Andrew Matuszczak Chief Transformation and Information Officer (Previously Executive
Manager, Technology until 30 June 2021)

Adam Nettheim Executive Manager, Customer Operations (Previously Head of

Customer Operations until 30 June 2021)
Juliet Brow nis a member of the Scheme. The terms and conditions of her membership, or those of any related

parties, are the same as for any other member w hois not part of the key management personnel of the
Scheme.
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13. RELATED PARTIES (CONTINUED)

(c) Key Management Personnel Compensation

The aggregate compensation of the key management personnel in relation to the Scheme is set out below :

2021 2020

$ $

Short-term employee benefits 1,073,530 1,065,819
Post-employment benefits 66,517 80,558
Other long-term employee benefits 28,922 (5,739)
1,168,969 1,140,638

Aggregate compensation in relation to the Scheme is a pro-rata apportionment of the overall compensation paid by
the Trustee, based on the net assets of the entities under its trusteeship or actual control.

The compensation of key management personnel (including Directors) related to investment management is
charged against the assets of the AIT that are referable to the Scheme.

The Scheme has not made, guaranteed or secured, directly or indirectly, any loans to key management personnel
or their personally-related entities at any time during the year.

(d) Investing entities

Throughout the year ended 30 June 2021, the Scheme's only investment consisted of units in the AIT, whichwas
established to provide a cost-effective means of gaining exposure to a broad range of listed and unlisted securities
across various asset classes.

The other investors in the AIT throughout the year w ere the Commonw ealth Superannuation Scheme, the Public
Sector Superannuation Scheme, the Public Sector Superannuation Accumulation Plan and the Australian Defence
Force Superannuation Scheme. All investing transactions are conducted under normal industry terms and
conditions.

The Trustee of the Scheme, Commonw ealth Superannuation Corporation, is the trustee of the follow ing regulated
superannuation schemes: Commonw ealth Superannuation Scheme, the Public Sector Superannuation Scheme,
the Public Sector Superannuation Accumulation Plan, the Military Superannuation and Benefits Scheme and the
Australian Defence Force Superannuation Scheme.

The Trustee pays costs of and incidental to the management of the Scheme and the investment of its money from
the assets of the AIT that are referable to the Scheme (see Note 7(c)). No fees w ere charged for acting as Trustee
during the year ended 30 June 2021 (2020: $nil).

The Scheme held the follow ing investments in related parties at 30 June:

Share of Net Share of Net

Fair Value of Fair Value of Income/(Loss) Income/(Loss)

Investment Investment after tax after tax

2021 2020 2021 2020

$'000 $'000 $'000 $'000

ARIA Investments Trust 23,161,174 20,343,742 3,589,238 (200,262)
23,161,174 20,343,742 3,589,238 (200,262)

14. COMMITMENTS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS
The Scheme had no capital or other expenditure commitments at 30 June 2021 (2020: $Nil).

In the normal course of business, requests are made by members and former members for the review of decisions
relating to benefit entitements of the Scheme w hich could result in additional benefits becoming payable in the
future. Each request is considered on its merits prior to any benefit becoming payable. In the opinion of the Trustee,
these requests do not represent a material liability on the Scheme.

There w ere no other contingent liabilities or contingent assets for the Scheme at 30 June 2021 (2020: $nil).

15. SUBSEQUENT EVENTS

No matters have arisen since 30 June 2021 that have materially affected, or may materially affect, the operations
of the Scheme, the results of those operations, or the financial position of the Scheme in future financial years.
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INDEPENDENT AUDITOR’S REPORT
To the Minister for Finance and Members of the Commonwealth Superannuation Scheme

Opinion

In my opinion, the financial statements of the Commonwealth Superannuation Scheme for the year ended 30
June 2021 present fairly, in all material respects, the financial position of the Commonwealth Superannuation
Scheme as at 30 June 2021 and its financial performance and cash flows for the year then ended in accordance

with Australian Accounting Standards.

The financial statements of the Commonwealth Superannuation Scheme, which | have audited, comprise the

following as at 30 June 2021 and for the year then ended:

e Statement of the Trustee of the Commonwealth Superannuation Scheme;
e Statement of Financial Position;

e Income Statement;

e Statement of Changes in Member Benefits;

e Statement of Changes in Equity;

e Statement of Cash Flows; and

e Notes to and forming part of the financial statements, comprising a Summary of Principal Accounting

Policies and other explanatory information.

Basis for opinion

I conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Commonwealth Superannuation Scheme in accordance with the relevant ethical requirements for
financial statement audits conducted by the Auditor-General and his delegates. These include the relevant
independence requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (including Independence Standards) (the Code) to the extent that they are
not in conflict with the Auditor-General Act 1997. | have also fulfilled my other responsibilities in accordance
with the Code. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis

for my opinion.

Trustee’s responsibility for the financial statements

The Superannuation entity’s trustee is responsible for the preparation and fair presentation of financial
statements that comply with Australian Accounting Standards and the form agreed with the Minister for Finance
and the requirements of the Superannuation Industry (Supervision) Act 1993 (SIS Act) and the Superannuation
Industry (Supervision) Regulations 1994 (SIS Regulations). The trustee is also responsible for such internal control
as they determine is necessary to enable the preparation that are free from material misstatement, whether

due to fraud or error.

In preparing the financial statements, the trustee is responsible for assessing the ability of the Commonwealth
Superannuation Scheme to continue as a going concern, disclosing, as applicable, matters related to going
concern as applicable and using the going concern basis of accounting unless the trustee either intends to

liquidate the entity or to cease operations, or have no realistic alternative but to do so.

GPO Box 707 CANBERRA ACT 2601
38 Sydney Avenue FORREST ACT 2603
Phone (02) 6203 7300 Fax (02) 6203 7777
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Auditor’s responsibilities for the audit of the financial statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, | exercise
professional judgement and maintain professional scepticism throughout the audit. | also:

o identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustee;

e conclude on the appropriateness of the trustee’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the entity’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions
may cause the entity to cease to continue as a going concern; and

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

| communicate with the trustee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that I identify during my audit.

Australian National Audit Office

i .

Bola Oyetunji

Group Executive Director
Delegate of the Auditor-General
Canberra

29 September 2021
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Commonwealth Superannuation Scheme (ABN 19 415 776 361)
Statement by the Trustee of the Commonwealth Superannuation Scheme (‘Scheme’)

The Board of Directors hereby states that in its opinion:

(a) the accompanying financial statements of the Commonw ealth Superannuation Scheme are properly drawn
up so as to present fairly the financial position of the Scheme as at 30 June 2021 and the financial
performance, changes in equity, changes in member benefits and cash flow s of the Scheme for the year
ended on that date;

(b) at the date of this statement there are reasonable grounds to believe that the Scheme will be able to pay
its debts as and w hen they fall due;

(c) the financial statements are in a form agreed by the Minister for Finance and the Trustee in accordance
w ith subsection 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011
and have been prepared in accordance with Australian Accounting Standards and other mandatory
professional reporting requirements;

(d) the financial statements have been prepared based on properly maintained financial records; and

(e) the operations of the CSS Fund were conducted in accordance with the Governance of Australian
Government Superannuation Schemes Act 2011,the Superannuation Act 1976 and the requirements of
the Superannuation Industry (Supervision) Act 1993 and regulations, and the relevant requirements of the
Corporations Act 2001 and regulations (to the extent applicable).

Signed this 29th day of September 2021 in accordance with a resolution of directors of Commonw ealth
Superannuation Corporation (ABN 48 882 817 243) as Trustee of the Scheme.

Garry Hounsell Air Vice-Marshal Margaret Staib

Chair Director

The accompanying financial statements have been drawn up in accordance with Accounting Standards in Australia.
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Commonwealth Superannuation Scheme
Statement of Financial Position
As at 30 June 2021

2021 2020

Note $'000 $'000
Assets
Cash and cash equivalents 31,522 50,632
Employer sponsor receivable 59,809,851 61,073,563
Other receivables 4 64 300
Investments in pooled superannuation trust 5 1,792,391 1,906,143
Total assets 61,633,828 63,030,638
Liabilities
Benefits payable (5,907) (2,907)
Income tax payable (869) (1,336)
Deferred tax liabilities 8(c) - (1)
Other Payable (238) -
Total liabilities excluding member benefits (7,014) (4,244)
Net assets available for memberbenefits 61,626,814 63,026,394
Defined benefit member liabilities 9 (61,620,089) (63,019,675)
Net assets 6,725 6,719
Equity
Operational risk reserve (6,725) (6,719)
Total equity (6,725) (6,719)

The attached notes form part of these financial statements.
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Commonwealth Superannuation Scheme
Income Statement
For the Financial Year Ended 30 June 2021

Investmentrevenue

Interest

Changes in fair value of investments
Total revenue

Total expenses
Operating results / (loss)

Net change in member benefits from investing activities
Operatingresult before income taxexpense

Income tax expense

Operating result after income tax

The attached notes form part of these financial statements.
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2021 2020
$'000 $'000

20 244
267,803 (12,655)
267,823 (12,411)
267,823 (12,411)
(267,814) 12,511
9 100

(3) (37)

6 63




Commonwealth Superannuation Scheme
Statement of Changes in Member Benefits
For the Financial Year Ended 30 June 2021

2021 2020
Note $'000 $'000
Opening balance of memberbenefits allocated at
the beginning of the financial year 63,019,675 64,116,409
Contributions:
Member contributions 7(a) 25,544 30,579
Employer contributions 7(a) 7,226 8,976
Government co-contributions 7(a) 1 13
Low income superannuation tax offset 7(a) 3 8
Income tax on contributions 8(b) (1,084) (1,346)
Net after tax contributions 31,700 38,230
Net appropriation from Consolidated Revenue Fund 7(b) 4,073,867 3,997,639
Benefits to members 7(b) (4,509,255) (4,480,685)
Net change in member benefits from investing activities 267,814 (12,511)
Net change in member benefits to be funded by
employers (1,263,712) (639,407)
Closing balance of memberbenefits allocated at
the end of the financial year 61,620,089 63,019,675

The attached notes form part of these financial statements.
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Commonwealth Superannuation Scheme
Statement of Changesin Equity
For the Financial Year Ended 30 June 2021

Opening balance as at 1 July 2019
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2020

Opening balance as at 1 July 2020
Operating result

Closing balance as at 30 June 2021

Operational Total
riskreserve equity
$'000 $'000

8,854 8,854

63 63

(2,198) (2,198)
6,719 6,719

6,719 6,719

6 6

6,725 6,725

The attached notes form part of these financial statements.
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Commonwealth Superannuation Scheme
Statement of Cash Flows
For the Financial Year Ended 30 June 2021

Cash flows from operating activities
Interest received

Income tax (paid) / received

Net cash (outflow)/inflows from operating
activities

Cash flows from investing activities
Purchase of investments

Proceeds fromsale of investments

Net cash inflows from investing activities

Cash flows from financing activities
Contributions received

Employer contributions

Member contributions

Government co-contributions

Low income superannuation tax offset
Income tax paid on contributions
Superannuation surcharge (paid) / received
Benefits paid
Net appropriation from Consolidated Revenue Fund
Net cash (outflows) from financing activities

Net (decrease)/increase in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year

The attached notes form part of these financial statements.

Note

10(b)

10(a)

2021 2020
$'000 $'000

25 275

(40) (106)

(15) 169
381,555 471,770
381,555 471,770
7,226 8,976
25,544 30,579

11 13

3 8

(1,515) (1,663)
504 (7
(4,506,255) (4,487,589)
4,073,832 3,997,720
(400,650) (451,973)
(19,110) 19,966
50,632 30,666
31,522 50,632
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

1. DESCRIPTION OF THE SCHEME AND THE FUND

The Commonw ealth Superannuation Scheme ('Scheme') is a hybrid accumulation-defined benefits scheme w hich
provides benefits to its members under the Superannuation Act1976 (as subsequently amended). The Trustee of
the Scheme is Commonw ealth Superannuation Corporation (CSC) (ABN 48 882 817 243).

Monies paid to the Trustee for the purposes of the Scheme are held in the Commonw ealth Superannuation Fund
(CSS Fund). The CSS Fund comprises contributions made by members and employers, income arising from
investments, and unrealised and realised changes in market value of investments held within the CSS Fund. The
Trustee pays member benefits and taxes relating to the CSS Fund out of the CSS Fund. The Trustee pays the
direct and incidental costs of management of the CSS Fund and the investment of its money from the assets of the
ARIA Investments Trust (‘the AIT') that are referable to the CSS Fund (Note 7(c)).

CSS has been closed to new entrants since 1 July 1990.

The principal place of business and registered office of the Trustee is 7 London Circuit, Canberra, ACT 2601.
2. BASIS OF PREPARATION

(a) Statement of compliance

The financial report of the Scheme is a general purpose financial report w hich has been prepared in accordance
w ith Australian Accounting Standards and Interpretations and the Superannuation Industry (Supervision) Act 1993.
For the purposes of preparing financial statements, the Scheme is a for profit for members entity.

The form of these financial statements has been agreed by the Minister for Finance and the Trustee in accordance
w ith sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011.

The financial statements of the Scheme w ere authorised forissue by the Directors of the Trustee on 29 September
2021.

Standards adopted with no significant impact on the financial statements

The following new and revised Standards and Interpretations have been adopted in these financial statements.
Their adoption has not had any significant impact on the disclosures or amounts reported in these financial
statements but may affect the accounting for future transactions or arrangements.

Standard / Interpretation Effective for annual
reporting periods

AASB 2018-7 'Amendments to Australian Accounting Standards — Definiton of beginning on or after

Material' 1 January 2020
AASB 2019-1 'Amendments to Australian Accounting Standards — References  beginning on or after
to the Conceptual Framew ork' 1 January 2020
AASB 2019-5 'Amendments to Australian Accounting Standards - Disclosure beginning on or after
of the Effect of New IFRS Standards Not Yet Issued in Australia’ 1 January 2020
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

2. BASIS OF PREPARATION (CONTINUED)

(a)Statement of compliance (Continued)

Standards in issue but not yet effective

At the date of authorisation of the financial report, the follow ing Standards w hich are expected to be relevant to the
Scheme werein issue but not yet effective. The directors anticipate the adoption of these Standards wiill have no
material financial impact on the financial report of the Scheme.

Standard / Interpretation Effective for annual Expected to be initially
reporting periods applied in the financial

beginning on or after year ending

AASB 2020-2 'Amendments to Australian Accounting 1 July 2021 30 June 2022

Standards — Removal of Special Purpose Financial
Statements for Certain For-Profit Private Sector

Entities'

AASB 2020-1 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards - Classification of Liabilites as Current or

Non-current'

AASB 2020-3 '‘Amendments to Australian Accounting 1 January 2022 30 June 2023

Standards — Annual Improvements 2018-2020 and
Other Amendments'

AASB 2020-6 'Amendments to Australian Accounting 1 January 2022 30 June 2023
Standards — Classification of Liabilites as Current or
Non-current — Deferral of Effective Date'

AASB 2021-2 'Amendments to Australian Accounting 1 January 2023 30 June 2024
Standards — Disclosure of Accounting Policies and
Definition of Accounting Estimates’

(b) Functional and presentation currency
The financial statements are presented in Australian dollars, w hich is the functional currency of the Scheme.

Amounts in these financial statements have been rounded to the nearest thousand dollars, unless otherwise
indicated.

(c) Use of judgements and estimates

In the application of Accounting Standards, management is required to make judgements, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstance, the results of w hichform the basis of making the judgements.
Actual results may differ from these estimates.

The estimates and underlying assumptions are review edon an ongoing basis. Revisions to accounting estimates
are recognised in the period in w hich the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of Accounting Standards that have significant effects on the
financial statements and estimates with a significant risk of material adjustments in the next year are disclosed,
w here applicable, in the relevant notes to the financial statements.

(d) Going concern

The financial report has been prepared on a going concern basis, w hich contemplates the continuation of normal
business operations and the realisation of assets and settlement of liabilities in the normal course of business. In
making this assessment, the directors of the Trustee have considered future events and conditions forthe period
of twelve months following the approval of these financial statements. The Trustee remains confident that the
Scheme will be able to continue as a going concern as the Scheme's assets significantly outw eigh its liabilites and
it has sufficient liquidity to meet its debts as and w hen they fall due.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The accounting policies set out below have been applied in preparing the financial statements for the year ended
30 June 2021 and the comparative information presented in these financial statements for the year ended 30 June
2020.

(a) Cash and cash equivalents

Cash and cash equivalents include cash at bank used to transact member and employer contributions, transfers to
and from other funds, benefit payments and tax liabilities.

(b) Financial assets

Financial assets (being investments in a pooled superannuation trust, cash at bank and other receivables) are
recognised on the date the Scheme becomes a party to the contractual provisions of the asset. Financial assets
are recognised using trade date accounting. After initial measurement, any gains and losses from changes in fair
value are recognised in the Income Statement.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions,
regardless of w hether that price is directly observable or estimated using another valuation technique.

Fair values have been determined as follows:

(i) Units in a pooled superannuation trust are valued at the redemption price at close of business on the last
business day of the reporting period as notified by the manager of the trust, reflecting the fair value of the
underlying investments.

(i) Other receivables are recognised at nominal amounts due w hich approximate fair value. All amounts are
unsecured and are subject to normal credit terms.

(c) Employer sponsorreceivable

The Commonw ealth Government is obliged under the Superannuation Act 1976 (as amended) to meet any funding
shortfall for the defined benefit member liabilities of the Scheme. The assetis measured at its 'intrinsic value' (i.e.
the amount of the difference betw een the defined benefit member liability and the fair value of assets available to
meet that liability). The value of the employer sponsor receivable will not necessarily be the same as the value of
the corresponding liability in the accounts of the employer sponsor and the Australian Government Long Term Cost
Report due to the application of different accounting standards w hich may result in different valuation assumptions
from those set out in Note 9.

(d) Foreign currency transactions
The Scheme does not undertake transactions denominated in foreign currencies.
(e) Payables

Payables (being benefits payable and other payables) are recognised at their nominal value w hichis equivalent to
fair value.

Benefits payable

Benefits payable to a member are recognised w here avalid w ithdraw al notice has been received from the employer
sponsor, and approved, but payment has not been made by reporting date.

Other payables

Other payables represent liabilites for services provided during the financial period and w hich are unpaid at
reporting date. Allamounts are unsecured. Creditors are subject to normal credit terms.

(f) Defined benefitmember liabilities

Defined benefit member liabilities are measured as the amount of a portfolio of investments that would be needed
as at the reporting date to yield future net cash inflow s that w ould be sufficient to meet accrued benefits as at that
date w hen they are expected to fall due (Note 9).

The impact of the Scheme's default death and invalidity insurance arrangements have been considered in
determining member liabilities. Balances and transactions in respect of these arrangements are presented in
aggregate as part of member liabilites and the benefits paid/payable balances presented in the Statement of
Financial Position and Statement of Changes in Member Benefits.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(g) Contribution revenue and transfers from other funds

Employer and member contributions, superannuation co-contributions, low income superannuation tax offsets from
the Commonw ealth Government and transfers from other funds are recognised w hen control of the contribution or
transfer has passed to the Scheme.

(h) Operational risk reserve

The purpose of the operational risk reserve (ORR) is to provide adequate financial resources to address potential
losses arising from an operational risk event. The ORR is operated in accordance withan ORR policy. The level of
the reserve is determined by the Trustee Directors and review ed annually, based on an assessment of the risks
faced by the Fund. The transferred assets underlying the ORR are held in a separate cash option of the AIT and
income earned on these assets is recognised in the reserve.

(i) Derivatives
The Scheme does not directly enter into derivative financial instruments.
(j) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. Specific revenues are recognised as follow s:

Investment revenue
Interest revenue is recognised on an accrual basis.

Changes in the fair value of investments are recognised as income and are determined as the difference betw een
the fair value at year end or consideration received (if sold during the year) and the fair value as at the prior year
end or cost (if the investment w as acquired during the period).

(k) Expenses

Expenses are recognised on an accruals basis and, if not paid at reporting date, are reflected in the Statement of
Financial Position as an accrual or payable depending upon w hether or not the expense has been billed.

(I) Income tax

Income tax is recognised in the Income Statement and the Statement of Changes in Member Benefits. As the
Scheme invests in the AIT, which is a pooled superannuation trust, tax on this investment revenue is paid by the
AIT.

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable
profit or loss for the period. It is calculated using tax rates and tax law s that have been enacted or substantively
enacted by reporting date. Current tax for the current and prior periods is recognised as a liability (or asset) to the
extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences betw een the carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts willbe available against w hich deductible
temporary differences or unused tax losses and tax offsets can be utilised. How ever, deferred tax assets and
liabilities are not recognised if the temporary differences giving rise to them arise from the initial recognition of
assets and liabilities (other than as a result of a business combination) w hich affects neither taxable income nor
accounting profit.

Deferred tax assets and liabilties are measured at the tax rates that are expected to apply to the period(s) w hen
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax law s) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilites and assets reflects
the tax consequences that would follow from the manner in which the Scheme expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offsetw hen they relate to income taxes levied by the same taxation authority
and the Scheme intends to settle its current tax assets and liabilities on a net basis.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(1) Income tax (Continued)

Current and deferred tax for the period

Current and deferred tax for the period is recognised as an expense or benefit in the Income Statement, except for
tax on contributions, w hich is recognised in the Statement of Changes in Member Benefits.

(m) Goods and services tax (‘GST’)

Revenues, expenses and assets are recognised net of the amount of goods and services tax ('GST') recoverable
from the Australian Taxation Office (ATO) as a reduced input tax credit. Where the amount of GST incurred is not
recoverable from the ATO, itis recognised as part of the cost of acquisition of an asset or as an expense item.

Receivables and payables are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO is included as an asset or liability in the Statement
of Financial Position.

Cash flow s areincluded in the Statement of Cash Flow s on a gross basis. The GST component of cash flow s arising
from investing and financing activities w hichis recoverable from, or payable to, the taxation authority is classified
w ithin operating cash flows.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

4. OTHER RECEIVABLES

2021 2020
$'000 $'000
Interest receivable - 5
Surcharge tax - 266
Amount to be appropriated from Consolidated Revenue Fund 64 29
64 300
There are no receivables that are past due or impaired. (2020: Nil)
5. INVESTMENTS
2021 2020
$'000 $'000
Pooled superannuation trust - ARIA Investments Trust 1,792,391 1,906,143
1,792,391 1,906,143
6. CHANGES IN FAIR VALUE OF INVESTMENTS
2021 2020
$'000 $'000
(a) Investments held at 30 June:
Pooled superannuation trust - ARIA Investments Trust 246,861 (15,292)
(b) Investments realised during the year:
Pooled superannuation trust - ARIA Investments Trust 20,942 2,637
(c) Total changes in fair value of investments 267,803 (12,655)

7. FUNDING ARRANGEMENTS
(a) Contributions
Member Contributions

Members contribute to the Scheme at optional rates from 5% of salary, or they may opt to make nil contributions.
The contribution rates w ere the same in the prior year.

Employer Contributions

Employers who do not operate their ow n productivity schemes contribute employer (productivity) contributions to
the Scheme on a sliding scale averaging 3% of salaries paid to members. The contribution rates w ere the same in
the prior year.

Transferring Superannuation from Other Funds

Money invested in other superannuation funds can be transferred to the Scheme.
Government Co-Contributions

For the financial years ended 30 June 2020 and 30 June 2021, the Commonw ealth Government contributed $0.50
for every $1.00 of eligible personal after-tax member contributions paid to the Scheme up to a maximum of $500
per member.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

7. FUNDING ARRANGEMENTS (CONTINUED)
(a) Contributions (Continued)

Low Income Superannuation Tax Offset

The low income superannuation tax offset (LISTO) is a Commonw ealth Government superannuation payment of
up to $500. LISTO payments are recognised as revenue w hen received.

(b) Benefits

Where a benefit that becomes payable in respectof a member can be fully met from Scheme assets attributable to
that member, the benefit is paid to the beneficiary fromthe CSS Fund. Where a benefit becomes payable that
cannot be fully met from Scheme assets attributable to the member, all moneys held in the CSS Fund in respect of
the member are paid to the Consolidated Revenue Fund, and the Commonw ealth Government then assumes
responsibility for funding the w hole benefit.

Of the total benefits payable at 30 June 2021, $0.064 million (2020: $0.029 million) is payable by the Consolidated
Revenue Fund. The Commonw ealth Government is the corresponding debtor for this amount in accordance with
the funding arrangements described above.

Benefits paid and payable by the CSS Fund and the Consolidated Revenue Fund during the year are as follow s:

2021 2020
$'000 $'000
Gross Appropriation from Consolidated Revenue Fund 4,507,324 4,478,985
less: Transfers from Fund to Consolidated Revenue Fund (433,457) (481,346)
Net appropriation from Consolidated Revenue Fund 4,073,867 3,997,639
Consolidated Revenue Fund
Lump-sum benefits 152,920 184,406
Pensions 4,354,404 4,294,579
4,507,324 4,478,985
CSS Fund
Lump-sum benefits 1,931 1,700
Total benefits paid and payable 4,509,255 4,480,685

(c) Cost of managing, investing and administering the scheme

Costs of and incidental to the management of the Scheme and the investment of its money are charged against the
assets of the AIT that are referable to the Scheme. Transactions in respect of these costs have been brought to
account in the financial statements of the AIT.

Expenses met by the AIT and referable to the Fund are as follow s:

2021 2020

$'000 $'000
Investment
Investment manager fees 6,012 7,913
Custodian fees 190 305
Investment consultant and other service provider fees 208 618
Other investment expenses 312 257
Total directinvestment expenses 6,722 9,093
Regulatory fees 146 195
Other operating expenses 1,950 2,079
Total costs 8,818 11,367
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

7. FUNDING ARRANGEMENTS (CONTINUED)

(c)Cost of managing, investing and administering the scheme (Continued)

Costs other than those incurred in managing and investing Scheme assets are met by CSC. Administrative fees
are paid to CSC by employing agencies to meet these costs. Sponsoring employers have contributed further
administration funding of $13.04 million (2020: $13.01 million). Transactions in respect of the receipt of these fees
and the costs of administration have been brought to account in the financial statements of the Trustee.

8. INCOME TAX
(a) Income tax recognised in the Income Statement
2021 2020
$'000 $'000
Note 8(a): Income tax recognised in operating results
Income tax expense comprises:
Current tax benefit 4 41
Deferred tax expense relating to the origination and reversal of
temporary differences (1) (4)
Total tax expense 3 37

The prima facie income tax benefit on the operating result before income tax reconciles to the income tax benefit
in the Income Statement as follow s:

Operating result before income taxexpense 9 100
Income tax expense / (benefit) calculated at 15% 1 15
Net change in member benefits from investing activities 40,172 (1,876)
Investment revenue already taxed (40,170) 1,898
Total income tax expense 3 37

(b) Income tax on contributions recognised in Statement of Changes in Member Benefits

2021 2020

$'000 $'000
Contributions received:
Member contributions 25,544 30,579
Employer contributions 7,226 8,976
Government co-contributions 11 13
Low income superannuation tax offset 3 8
Total contributions received 32,784 39,576
Contributions tax calculated at 15% 4,918 5,936
Member contributions not subject to tax (3,832) (4,587)
Government co-contributions not subject to tax (2) (2)
Low income superannuation tax offset not subject to tax - (1)
Total income tax on contributions 1,084 1,346
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

8. INCOME TAX (CONTINUED)

(c) Recognised deferred tax liabilities

2021 2020
$'000 $'000
Deferred tax liabilities comprise:
Temporary differences - 1
- 1
Taxable and deductible temporary differences arise from the follow ing:
Opening Chargedto Closing
2021 balance income balance
$'000 $'000 $'000
Gross deferred tax liabilities:
Interest receivable 1 (1) -
1 (1) -
Opening Charged to Closing
2020 balance income balance
$'000 $'000 $'000
Gross deferred tax liabilities:
Interest receivable 5 (4) 1
5 (4) 1

9. MEMBER LIABILITIES

The Scheme engages qualified actuaries on an annual basis to measure defined benefit liabilities. The value of the
member liabilities w ill not necessarily be the same as the value presented in the accounts of the employer sponsor
and the Australian Government Long Term Cost Report due to the application of different accounting standards
w hich may result in different valuation assumptions. The liabilites change from year to year as a result of
contributions, benefit payments, interest costs and investment returns relative to the actuarial assumptions adopted.
The actuarial assumptions are long term assumptions commensurate w ith the maturity of the member liabilities and
are review ed in consultation w ith the actuaries on an annual basis.

The Scheme uses sensitivity analysis to monitor the potential impact of key changes to key variables about w hich
the assumptions need to be made. The Scheme has identified four assumptions (being the mortality rates, the
discount rate/investment returns, the rate of salary adjustment and the inflation rate) for which changes are
reasonably possible that would have a material impact on the amount of the defined benefit member liabilities:

- The current mortality assumptions adopted are scheme specific based on the experience observed. The
actuaries have updated these assumptions from the prior year based on analysis of the Scheme's actual
experience.

- The assumed discount rate has been determined by reference to the target investment returns expected on
the investment portfolio, w hich reflect the opportunities reasonably available to the Scheme in the investment
markets. There has been no change to this assumption fromthe prior year.

- The assumed annual salary adjustment has been determined by historical observations over along term period
and in consultation with the employer sponsor. There has been no change to this assumption from the prior
year.

- The assumed inflation rate has been determined based on the mid-point of the Reserve Bank of Australia
(RBA) inflation target. There has been no change to this assumption from the prior year.

Other variables about w hich assumptions have been made in measuring defined benefit member liabilities and for
w hich changes are not considered reasonably possible, or for w hich reasonably possible changes would not be
expected to have a material effect, include resignation rates.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

9. MEMBER LIABILITIES (CONTINUED)

The follow ing are sensitivity calculations on a univariate basis for the mortality rates, the discount rate/investment
returns, the rate of salary adjustment and the inflation rate assumptions for the Scheme.

Key assumptions Assumed at reporting Reasonably (Increase)/Decrease in
date Possible Change [ member liabilities ($'000)
30 June 2021
Discount rate / investment 6% +1% 5,317,583
returns - 1% (6,284,576)
Salary adjustment rate 3.5% +1% (51.743)
- 1% 48,226
Inflation rate 2.5% +1% (5.867,082)
- 1% 4,791,781
A scale developed by the 5.0% higher 712,499
Mortality rates Scheme actuary wit.h mortality™
allow ance for mortality - 5.0% low er (750,022)
improvements mortality*
30 June 2020
Discount rate / investment 6% +1% 5,534,013
returns -1% (6,558,356)
Salary adjustment rate 3.5% + 1% (67.727)
- 1% 62,485
Inflation rate 2.5% *1% (5.841,913)
- 1% 5,016,268
A scale developed by the 5.0% higher 688,661
Mortality rates Scheme actuary wit.h mortality* (722,787)
allow ance for mortality -5.0% low er
improvements mortality*

* For example, if the base probability of death of 3.0%, the higher rate is 3.15% and the low er rate is 2.85%.

Vested benefits are benefits w hich are not conditional upon continued membership of the Scheme (or any other
factor other than resignation from the Scheme) and include benefits w hich members w ere entitled to receive had
they terminated their Scheme membership as at the reporting date.

An actuarial estimate of vested benefits at 30 June 2021 is $61.9 bilion (2020: $63.5 billion). The value of vested
benefits represents the liability that w ould have fallen on the Scheme if all members had ceased service on 30 June
2021 and elected the option w hich maximised their benefit entitlement.

The vested benefits have been calculated on the basis of current legislative arrangements as at the reporting date.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

10. CASH FLOW INFORMATION
(a) Reconciliation of Cash

For the purposes of the Statement of Cash Flows, cash represents cash at bank. Cash at the end of the reporting
period as shown in the Statement of Cash Flows is reconciled to the related items in the Statement of Financial
Position as follow s:

2021 2020
$'000 $'000
Cash at bank 31,522 50,632

(b) Reconciliation of operating result afterincome taxto net cash inflows / (outflows) from operating
activities

Operating result afterincome taxexpense 6 63
Net change in member benefits from investing activities 267,814 (12,511)
Changes in fair value of investments (267,803) 12,655
Decrease/(increase) in interest receivable 5 31
(Decrease)/increase in income tax payable (36) (65)
(Decrease)/increase in deferred tax liabilities (1) (4)
Net cash inflows (outflows) from operating activities (15) 169

11. AUDITOR’S REMUNERATION
Amounts paid or payable to the Australian National Audit Office for audit services:

2021 2020

$ $

Financial statements 48,225 50,600
Regulatory returns and compliance 32,400 34,400
Total 80,625 85,000

The audits w ere provided by the Australian National Audit Office. The audit fees will be charged against the assets
of the ARIA Investments Trust that are referable to the Scheme.

Deloitte Touche Tohmatsu have been contracted by the Australian National Audit Office to provide audit services
on its behalf. Fees for those services are included in the above.

No other services w ere provided by the Australian National Audit Office or Deloitte Touche Tohmatsu tothe Scheme
during the reporting period.
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Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

12. FINANCIAL INSTRUMENTS

(a) Financial instruments management

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

The investments of the Scheme (other than cashheld for managing contribution receipts, benefit payments and tax
payments) comprise units in the AIT. The AIT is a pooled superannuation trust whichis also governed by the
Commonw ealth Superannuation Corporation as Trustee. This type of investment has been determined by the
Trustee to be appropriate forthe Scheme and is in accordance with the Scheme's published investment strategy.
The Trustee applies strategies to manage the risk relating to the investment activities of the AIT. The investments
of the AIT are managed on behalf of the Trustee by specialist external investment managers w ho are required to
invest the assets in accordance w ith contractual investment mandates.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on w hichincome and expenses are recognised in respect of each class of financial
asset and financial liability are disclosed in Note 3 to the financial statements.

(c) Capital risk management

The Registrable Superannuation Entity ('RSE) licence of the Trustee of the Scheme requires the Trustee to
maintain adequate financial resources to address losses arising from operational risks that may affect registrable
superannuation entities w ithin its business operations in the form of operational risk reserve(s), operational risk
trustee capital or a combination thereof to meet the target amount of financial resources that the RSE licensee
determines is necessary to respond to these losses. The Trustee of the Scheme was in compliance with this
requirement throughout the reporting period.

(d) Categories of financial instruments

The financial assets and liabilities of the Scheme are recognised at fair value as at the reporting date. Changes in
fair value are recognised in the Income Statement and the Statement of Changes in Member Benefits.

(e) Financial risk management objectives

The Scheme is exposed to a variety of financial risks as a result of its pooled investment in the AIT. These risks
include market risk (including currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and
cashflow interestrate risk. The Scheme's risk management and investment policies, approved by the Trustee, seek
to minimise the potential adverse effects of these risks on the Scheme's financial performance. These policies may
include the use of financial derivative instruments.

The Trustee is responsible for ensuring that there is an effective risk management control framew ork in place for
the Scheme. Consistent with regulatory requirements, the Trustee has developed, implemented and maintains a
Risk Management Framew ork to identify the policies, procedures, processes and controls that comprise its risk
management and control systems for the Scheme and for the Scheme's investments through the AIT. The overall
investment strategy of the Scheme is set out in the Trustee's approved investment policies w hich address the
investment strategy and objectives and risk mitigation strategies including risk mitigation relating to the use of
derivatives.

The Trustee's internal investment team monitors and manages the financial risks relating to the Scheme's
investments. Derivative Risk Statements set out the strict parameters for the Trustee's external investment
managers authorised to use derivatives. In essence, derivatives cannot be used to raise the level of risk above the
level it would otherw ise have been, and derivatives cannot be used to leverage the investments.

The Scheme's investments are managed on behalf of the Trustee by specialist external investment managers w ho
invest their respective fund allocation in accordance withthe terms of a writteninvestment mandate or disclosure
document. The Trustee has determined that the appointment of these managers is appropriate for the Scheme
and is in accordance w ith its investment strategy.

CSC Annual Report 2020-21 267



Commonwealth Superannuation Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the Financial Year Ended 30 June 2021

12. FINANCIAL INSTRUMENTS (CONTINUED)
(f) Creditrisk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Scheme. In its capacity as trustee of the AIT, the Trustee has adopted a policy of spreading the aggregate value
of transactions across approved creditw orthy counterparties as a means of mitigating the risk of financial loss. The
Scheme's exposure to its counterparties are continuously monitored by the Trustee.

The largest exposure to a single counterparty is to cash held by the investment master custodian Northern Trust.
Credit risk relating to the master custodian is mitigated through contractindemnity provisions. Other than the master
custodian, no individual exposure w ithinthe AIT exceeded 5% of net assets of that trustat 30 June 2021 or 30 June
2020.

The credit risk on the Scheme's directly held cash and cash equivalents and interest receivable is limited because
the counterparty is the Reserve Bank of Australia.

The table below show s the maximum exposure of financial assets to credit risk at the reporting date:

2021 2020
$'000 $'000
Investments
Pooled Superannuation Trust- ARIA Investments Trust 1,792,391 1,906,143
Other financial assets
Cash and cash equivalents 31,522 50,632
Receivables 64 300
Total financial assets 1,823,977 1,957,075

There has been no change to the Scheme's exposure to credit risk or the manner in w hich it manages and measures
that risk during the reporting period.

(g) Liquidity risk

Liquidity risk is the risk that the Scheme will encounter difficulty in either realising assets or otherwise raising
sufficient funds to meet its financial liabilities and/or member benefit payments or tax liabilities.

The Trustee's approach to managing liquidity is to ensure that the Scheme will alw ays have sufficient liquidity to
meet its liabilities and member benefit payments. The Scheme allows members to withdraw benefits, and it is
therefore exposed to the liquidity risk of meeting member withdrawals at any time. The Trustee undertakes
forecasting and scenario testing of the cashflow requirements of the Scheme to ensure timely access to sufficient
cash and holds actively-traded, highly-liquid investments to meet anticipated funding requirements.

As afurther risk mitigation strategy, it is the Trustee's policy that the target asset allocation to illiquid assets is limited
to around 25% of the investments of the AIT (witha plus or minus 10 percentage point rebalancing range around
that target). Regular scenario testing is performed to confirm the validity of the strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(g) Liquidity risk (continued)

The follow ing tables summarise the maturity profile of the Scheme’s financial liabilities. The tables have been drawn
up based on the discounted cash flow s of financial liabilities based on the earliest date on w hich the Scheme
expects to pay. The tables include both interest and principal cash flows.

Financial Liabilites maturity profile:

Less than 3| 3 months to1
months year 1-5years | Over 5years Total
$'000 $'000 $'000 $'000 $'000
30 June 2021
Benefits payable 5,907 - - - 5,907
Other payables 238 - - - 238
Defined benefits member
liabilities 1,127,046 3,381,139 15,801,299 41,310,605 61,620,089
Total financial liabilities 1,133,191 3,381,139 15,801,299 41,310,605 61,626,234
30 June 2020
Benefits payable 2,907 - - - 2,907
Defined benefits member
liabilities 1,114,766 3,344,298 15,809,895 42,750,716 63,019,675
ITotaI financial liabilities 1,117,673 3,344,298 15,809,895 42,750,716 63,022,582

There has been no change to the Scheme's exposure to liquidity risk or the manner in which it manages and
measures that risk during the reporting period.

(h) Marketrisk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: foreign currency risk, interest rate risk and
other market price risk. The policies and procedures put in place to mitigate the exposure to market risk are detailed
in the Trustee's investment policies and the Risk Management Framew ork.

There has been no change to the Scheme's exposure to market risk or the manner in which it manages and
measures that risk during the reporting period.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flow s of a financial instrument will fluctuate because
of changes in foreign exchange rates.

The Scheme does not undertake any transactions in foreign currency andis therefore not directly exposed to foreign
currency risk. How ever, the Scheme is indirectly exposed to foreign currency risk from the international assets held
in the AIT, and it is managed in accordance withthe Trustee’s approved investment strategy. The AIT enters into
forw ard foreign exchange contracts to hedge into Australian dollars some of the currency exposure arising from its
investments denominated in developed markets foreign currencies. These contracts neutralise some of the gains
and losses from currency fluctuation. A small part of the investments of the AIT, relating to emerging markets,
remain unhedged due to lack of suitable currency instruments for hedging.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flow s of a financial instrument will fluctuate because of
changes in market interest rates.

The Scheme is directly exposed to interest rate risk on cash and cash equivalents held with the Reserve Bank of
Australia to meet benefits and taxation payments. All holdings at 30 June 2021 and 30 June 2020 had a maturity
profile of less than one month.

The Scheme is indirectly exposed to interest rate risk through its investments in the AIT. The Trustee manages
interest rate risk through its investment strategy including diversification of asset allocation and the use of a diversity
of specialist investment sector managers.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (continued)

The follow ing table illustrates the Scheme's sensitivity to a0.15% p.a. (2020: 0.09%) increase or decrease in interest
rates, based on cash balances directly held at reporting date. This represents an assessment of a reasonably
possible change in interest rates. Had interest rates been low er or higher by 0.15% (2020: 0.09%) at reporting date,
and all other variables were held constant, the financial result would have improved / (deteriorated) as
demonstrated:

Interest rate risk $'000

Operating Net Assets Operating Net Assets
Carrying |Result Before | Available to [Result Before | Available to
amount $'000 Tax Pay Benefits Tax Pay Benefits
2021 -0.15% +0.15%
Cash and cash equivalents 31,522 (47)] (47) 47] 47
2020 -0.09% +0.09%
Cash and cash equivalents 50,632 46) | (46) 46 46

In the Trustee's opinion, the sensitivity analysis at reporting date approximates the direct interest rate exposures of
the Scheme during the financial year.

Other price risk

Other price risk is the risk that the fair value or future cash flow s of a financial instrument will fluctuate because of
changes in market prices (other than those arising frominterest rate risk or currency risk), w hether caused by factors
specific to an individual investment, its issuer or factors affecting all similar financial instruments traded in the
market.

The Scheme's investment in the AIT is exposed to market price risk in respect of the latter's holdings of equity
securities and unit trusts. As the investment in the AIT is carried at fair value through profit or loss, all changes in
market conditions will directly affect the Scheme's net investment income.

In its capacity as trustee of the AIT, the Trustee manages the market price risk arising fromthese investments by
diversifying the portfolio in accordance with its investment strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (continued)

Other price risk (continued)

The follow ing table illustrates the Scheme's sensitivity to a reasonably possible change in the value of its investment
in the AIT, based on risk exposures at reporting date. The volatility factor of 5.00% (2020: 5.00%) represents the
volatility in the default option unit price of the Schemes Investment in the AIT and is reflective of market conditions
as at reporting date. Had the unit price been higher or low er by the volatility factor at reporting date, and all other
variables w ere held constant, the financial result w ould have improved/(deteriorated) as follow s:

Price risk $'000

Financial Assets Net Assets Net Assets

Carrying |Operating | Available |Operating | Available
Change in [ amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax| Benefits |Before Tax| Benefits
(Lower price) Higher price

2021

Default option -[+5.00%( 1,653,844 (82,692) (82,692) 82,692 82,692

Cash option -/+0.07% 131,822 (92) (92) 92 92

Operational risk reserve -/+0.07% 6,725 (5) (5) o) 5

[Total 1,792,391 (82,789) (82,789) 82,789 82,789

Price risk $'000
Financial Assets Net Assets Net Assets

Carrying |Operating | Available |Operating | Available

Change in | amount Result to Pay Result to Pay

IARIA Investments Trust: price $'000 Before Tax| Benefits |Before Tax| Benefits
(Lower price) Higher price

2020
Default option -/1+5.00%( 1,630,552 (81,528) (81,528) 81,528 81,528
Cash option -/+0.09% 268,872 (242) (242) 242 242
Operational risk reserve -/+0.09% 6,719 (6) (6) 6 6
[Total 1,906,143 (81,776) (81,776) 81,776 81,776

In the Trustee's opinion, the sensitivity analysis at reporting date is representative of the other market price
exposures during the financial year.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(i) Fair value measurements

The Scheme's financial instruments are included in the Statement of Financial Position at fair value. The fair value
is determined per the accounting policies in Note 3.

Fair value measurements recognised in the Statement of Financial Position

The follow ing table provides an analysis of the Scheme's financial instruments w hereby the assets and liabilities
are each grouped into one of three categories based on the degree to w hich their method of valuation is observable.
Level 1: fair value measurements are those derived from quoted prices in active markets.

Level 2: fair value measurements are those derived from inputs (other than quoted prices included within Level 1)
that are observable such as prices or derived from prices.

Level 3: fair value measurements are those derived from valuation techniques that include inputs that are not based
on observable market data.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
Financial Assets
Pooled superannuation trust - 1,792,391 - 1,792,391
2020
Financial Assets
Pooled superannuation trust - 1,906,143 - 1,906,143

There w ere no transfers betw een Level 1 and 2 in the period.

Units in the pooled superannuation trust are valued daily based on the latest listed and unlisted market prices and
values of the underlying investments, less any tax and expenses.

Reconciliation of Level 3 fair value measurements

There were no Level 3 financial assets or liabilities (2020: Nil).

Fair value measurements of the underlying investments

The funded components of the Schemes for w hich CSC is the Trustee are co-invested in a pooled superannuation
trust. The follow ing table provides an analysis of the underlying pooled superannuation trust’s investments grouped
into levels 1 to 3 of the fair value hierarchy based on the degree to w hichtheir fair value is observable. The table
has been prepared on a look-through basis and therefore discloses investments held in underlying Trustee-
controlled subsidiary trusts as if they are direct investments of the pooled superannuation trust.

Level 1 Level 2 Level 3 Total

$'000 $'000 $'000 $'000
2021
Cash and cash equivalents 4,207,897 - - 4,207,897
Money market investments 3,498,439 - - 3,498,439
Fixed interest investments 6,102,104 5,840 334,097 6,442,041
Equity investments 27,733,248 5,802,250 7,891,120 41,426,618
Property investments - - 4,250,778 4,250,778
Derivatives contracts (net) (458,996) (362,970) 502 (821,464)
Total 41,082,692 5,445,120 12,476,497 59,004,309
2020
Cash and cash equivalents 3,166,899 - - 3,166,899
Money market investments 4,740,006 - - 4,740,006
Fixed interest investments 5,302,424 6,358 311,385 5,620,167
Equity investments 20,768,429 5,369,415 4,964,157 31,102,001
Property investments - - 4,188,290 4,188,290
Derivatives contracts (net) (1,035) 573,868 3,958 576,791
Total 33,976,723 5,949,641 9,467,790| 49,394,154
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)
Fair value measurements of the underlying investments (Continued
The fair values of the pooled superannuation trust’s investments is determined as follow s:

1. Cash comprises demand deposits with a bank, financial institution or futures broker. Cash
equivalents are short-term, highly-liquid investments that are readily convertible to known
amounts of cash and w hich are subject to insignificant risk of changes in value.

II. Money market investments are valued at the market closing price on the last business day of the
reporting period and include accrued interest.

1I. Fixed interest securities are valued at their market value at close of business on the last business
day of the reporting period.

V. Equity securities and listed trusts are valued at the last sale price at close of business on the last
business day of the reporting period.

V. Private equity funds are valued according to the most recent valuation obtainable from an
independent (third party) valuer or an investment manager, applying valuation and disclosure
guidelines consistent with the International Equity & Venture Capital Valuation Guidelines.

Vi Unlisted trusts (including pooled superannuation trusts and hedge funds) are valued at their most
recent redemption price as determined by the manager of the relevant trust. Unlisted trusts
controlled by the Trustee are valued at least annually in accordance with valuation guidelines
agreed by the Trustee. Valuations may be completed by an independent valuer, the external
investment manager or the Trustee. In determining the valuation, referenceis made to guidelines
set by relevant associations.

VI Investment properties w hich comprise land and buildings for the purpose of letting to produce
rental income, are initially measured at cost. Cost includes capital expenditure subsequent to
acquisition. Investment properties are not depreciated. = Subsequent to initial recognition,
investment properties are measured at fair value. Investment properties are independently
revalued at least annually. Valuations are performed by registered valuers. In determining the fair
value, the expected net cash flows are discounted to their present value using a market
determined risk adjusted rate. This is compared against valuations based on capitalised earnings
methodologies as w ell as comparable market transactions.

VIIL Futures contracts are valued at market closing prices quoted on the last business day of the
reporting period.

IX. Forw ard currency contracts and swaps are valued using prices obtained from independent
providers as at the last business day of the reporting period (or alternatively from counterparties
or the external investment managers w here a provider does not supply a price).

X. Exchange traded options are valued as the premium payable or receivable to close out the
contracts at the last buy price at close of business on the last business day of the reporting period.

Fair value in an inactive or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation
techniques. These include the use of recent arm's length market transactions, reference to the current fair value of
a substantially similar instrument, discounted cash flow techniques, option pricing models or any other valuation
technique that provides a reliable estimate of prices obtained in actual market transactions.

Valuation adjustments to unlisted investment

Where there is a delay in the timely receipt of valuation for unlisted investments fromthe investment managers, the
Trustee applies a systematic quarterly valuation adjustment. This adjustment is based on the performance of a
comparable public market index over the relevant period and a relevant adjustment factor representing an estimate
of the change in value implied by past relationships to the selected comparable public market index. This constitutes
an enhancement to the Trust's valuation policy in relation to unlisted investments for the year ended 30 June 2021.

This adjustment has been introduced in order to assist in preserving equitable member outcomes from the impact
of delays in receipt of valuations from primarily international investment managers. A special situation valuation
adjustment is able to be made w hen, in management's judgment an unlisted valuation does not represent fair value
and is required to preserve equitable member outcomes.
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)

Fair value measurements of the underlying investments (Continued)

As at 30 June 2021, a systematic quarterly

valuation adjustment was applied to the most recently available

investment manager valuations of unlisted international investments of $135.9m ($193.1m special situation
valuation adjustment in 2020) and unlisted Australian equity trusts of $1.8m ($4.2m special situation valuation

adjustment in 2020), representing 4.1% and
respectively (5.0% and 0.3% in 2020).

13. RELATED PARTIES

(a) Trustee

Commonw ealth Superannuation Corporation (CSC) w as the Trustee throughout the reporting period. No fees w ere

0.1% of the unlisted international and Australian trust portfolios

charged by CSC for acting as Trustee or the Scheme during the reporting period.

(b) Key Management Personnel

The Directors of CSC throughout the year ended 30 June 2021 and to the date of this report w ere:

Ariane Barker
Juliet Brow n (Appointed 13 September 2021)

Garry Hounsell (Chair, Appointed 25 July 2021,
Previously Director until 23 July 2021)

Patricia Cross (Chair, Term ended 30 June 2021) Anthony Needham

Melissa Donnelly (Appointed 1 July 2020)
Christopher Hlison

Margaret Staib

Michael Vertigan (Term ended 30 June 2021)
Alistair Waters

In addition to the Directors, the follow ing Executives of CSC had authority and responsibility for planning,
directing and controlling the activities of the Scheme throughout the year ended 30 June 2021 w ere:

Paul Abraham
Catharina Armitage
Peter Carrigy-Ryan
Robert Firth

Philip George

Damian Hill

Peter Jamieson
Andrew Matuszczak
Adam Nettheim
Alana Scheiffers
Alison Tarditi

Andy Young

Executive Manager, Investment Operations

Head of People

Chief Executive Officer (Retired 12 July 2020)

Chief Risk Officer

Chief Transformation Officer (Previously Special Advisor, Member
Outcomes until 31 July 2020)

Chief Executive Officer (Commenced 13 July 2020)

Chief Customer Officer

Executive Manager, Technology (Commenced 31 August 2020)
Head of Customer Operations

General Counsel

Chief Investment Officer

Chief Operating Officer

The follow ing changes to the Executives of CSC w ere made subsequent to 30 June 2021:

Catharina Armitage
Philip George
Andrew Matuszczak

Adam Nettheim

Executive Manager, People (Previously Head of People until 30
June 2021)

Executive Manager, Transformation (Previously Chief
Transformation Officer until 30 June 2021)

Chief Transformation and Information Officer (Previously
Executive Manager, Technology until 30 June 2021)

Executive Manager, Customer Operations (Previously Head of
Customer Operations until 30 June 2021)

Peter Carrigy-Ryan is a member of the Scheme. The terms and conditions of his membership, or those of any

related parties, are the same as for any other
Scheme.
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13. RELATED PARTIES (CONTINUED)
(c) Key Management Personnel Compensation

The aggregate compensation of the key management personnel in relation to the Scheme is set out below :

2021 2020

$ $

Short-term employee benefits 92,939 111,795
Post-employment benefits 5,759 8,450
Other long-term employee benefits 2,504 (602)
101,202 119,643

Aggregate compensation in relation to the Scheme is a pro-rata apportionment of the overall compensation paid by
the Trustee, based on the net assets of the entities under its trusteeship or actual control.

The compensation of key management personnel (including Directors) related to investment management is
charged against the assets of the AIT that are referable to the Scheme.

The Scheme has not made, guaranteed or secured, directly or indirectly, any loans to key management personnel
or their personally-related entities at any time during the year.

(d) Investing entities

Throughout the year ended 30 June 2021, the Scheme's only investment consisted of units in the AIT, whichwas
established to provide a cost-effective means of gaining exposure to a broad range of listed and unlisted securities
across various asset classes.

The other investors in the AIT throughout the year w ere the Commonw ealth Superannuation Scheme, the Public
Sector Superannuation Scheme, the Public Sector Superannuation Accumulation Plan and the Australian Defence
Force Superannuation Scheme. All investing transactions are conducted under normal industry terms and
conditions.

The Trustee of the Scheme, Commonw ealth Superannuation Corporation, is the trustee of the follow ing regulated
superannuation schemes: Commonw ealth Superannuation Scheme, the Public Sector Superannuation Scheme,
the Public Sector Superannuation Accumulation Plan, the Military Superannuation and Benefits Scheme and the
Australian Defence Force Superannuation Scheme.

The Trustee pays costs of and incidental to the management of the Scheme and the investment of its money from
the assets of the AIT that are referable to the Scheme (see Note 7(c)). No fees w ere charged for acting as Trustee
during the year ended 30 June 2021 (2020: $nil).

The Scheme held the follow ing investments in related parties at 30 June:

Share of Net Share of Net

Fair Value of Fair Value of Income/(Loss) Income/(Loss)

Investment Investment after tax after tax

2021 2020 2021 2020

$'000 $'000 $'000 $'000

ARIA Investments Trust 1,792,391 1,906,143 267,803 (12,655)
1,792,391 1,906,143 267,803 (12,655)

14. COMMITMENTS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS
The Scheme had no capital or other expenditure commitments at 30 June 2021 (2020: $Nil).

In the normal course of business, requests are made by members and former members for the review of decisions
relating to benefit entitements of the Scheme w hich could result in additional benefits becoming payable in the
future. Each request is considered on its merits prior to any benefit becoming payable. In the opinion of the Trustee,
these requests do not represent a material liability on the Scheme.

There w ere no other contingent liabilities or contingent assets for the Scheme at 30 June 2021 (2020: $nil).

15. SUBSEQUENT EVENTS

No matters have arisen since 30 June 2021 that have materially affected, or may materially affect, the operations
of the Scheme, the results of those operations, or the financial position of the Scheme in future financial years.
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INDEPENDENT AUDITOR’S REPORT

To the Minister for Finance and Members of the Military Superannuation and Benefits Scheme
Opinion

In my opinion, the financial statements of the Military Superannuation and Benefits Scheme for the year ended
30 June 2021 present fairly, in all material respects, the financial position of the Military Superannuation and

Benefits Scheme as at 30 June 2021 and its financial performance and cash flows for the year then ended in
accordance with Australian Accounting Standards.

The financial statements of the Military Superannuation and Benefits Scheme, which | have audited, comprise
the following as at 30 June 2021 and for the year then ended:

e Statement by the Trustee of the Military Superannuation and Benefits Scheme;

e Statement of Financial Position;

e |Income Statement;

Statement of Changes in Member Benefits;

Statement of Changes in Equity;

Statement of Cash Flows;

Notes to and forming part of the financial statements, comprising a Summary of Principal Accounting
Policies and other explanatory information.

e o o

Basis for opinion

| conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report. | am independent
of the Military Superannuation and Benefits Scheme in accordance with the relevant ethical requirements for
financial statement audits conducted by the Auditor-General and his delegates. These include the relevant
independence requirements of the Accounting Professional and Ethical Standards Board’s APES 110 Code of
Ethics for Professional Accountants (including Independence Standards) (the Code) to the extent that they are
not in conflict with the Auditor-General Act 1997. | have also fulfilled my other responsibilities in accordance
with the Code. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.

Trustee’s responsibility for the financial statements

The Superannuation entity’s trustee is responsible for the preparation and fair presentation of financial
statements that comply with Australian Accounting Standards and the form agreed with the Minister for Finance
and the requirements of the Superannuation Industry (Supervision) Act 1993 (SIS Act) and the Superannuation
Industry (Supervision) Regulations 1994 (SIS Regulations). The trustee is also responsible for such internal control
as they determine is necessary to enable the preparation that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the trustee is responsible for assessing the ability of the Military
Superannuation and Benefits Scheme to continue as a going concern, disclosing, as applicable, matters related
to going concern as applicable and using the going concern basis of accounting unless the trustee either intends
to liquidate the entity or to cease operations, or have no realistic alternative but to do so.

GPO Box 707 CANBERRA ACT 2601
38 Sydney Avenue FORREST ACT 2603
Phone (02) 6203 7300 Fax (02) 6203 7777

278 CSC Annual Report 2020-21



Auditor’s responsibilities for the audit of the financial statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis
of the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, | exercise
professional judgement and maintain professional scepticism throughout the audit. | also:

e identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

e obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control;

e evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the trustee;

e conclude on the appropriateness of the trustee’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the entity’s ability to continue as a going concern. If | conclude that a material
uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions
may cause the entity to cease to continue as a going concern; and

e evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

I communicate with the trustee regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that | identify during my audit.

Australian National Audit Office

\ .

Bola Oyetunji

Group Executive Director
Delegate of the Auditor-General
Canberra

29 September 2021
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Military Superannuation and Be nefits Scheme (ABN 50 925 523 120)
Statement by the Trustee of the Military Superannuation and Be nefits Scheme (‘Scheme’)

The Board of Directors hereby states that in its opinion:

(a) the accompanying financial statements of the Military Superannuation and Benefits Scheme are properly
draw nup so as to present fairly the financial position of the Scheme as at 30 June 2021 and the financial
performance, changes in equity, changes in member benefits and cash flow s of the Scheme for the year
ended on that date;

(b) at the date of this statement there are reasonable grounds to believe that the Scheme wiill be able to pay
its debts as and w hen they fall due;

(c) the financial statements are in a form agreed by the Minister for Finance and the Trustee in accordance
w ith subsection 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011
and have been prepared in accordance with Australian Accounting Standards and other mandatory
professional reporting requirements;

(d) the financial statements have been prepared based on properly maintained financial records; and

(e) the operations of the Scheme were conducted in accordance with the Governance of Australian
Government Superannuation Schemes Act 2011,the Military Superannuation and Benefits Act 1991,the
Trust Deed establishing the Scheme, the requirements of the Superannuation Industry (Supervision) Act
1993 and regulations, and the relevant requirements of the Corporations Act 2001 and regulations (to the
extent applicable).

Signed this 29th day of September 2021 in accordance with a resolution of directors of Commonw ealth
Superannuation Corporation (ABN 48 882 817 243) as Trustee of the Scheme.

Garry Hounsell Air Vice-Marshal Margaret Staib

Chair Director

The accompanying financial statements have been drawn up in accordance with Accounting Standards in Australia
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Military Superannuation and Benefits Scheme
Statement of Financial Position
As at 30 June 2021

Assets

Cash and cash equivalents

Employer sponsor receivable

Other receivables

Investments in pooled superannuation trust
Total assets

Liabilities

Benefits payable

Income tax payable

Other payables

Total liabilities excluding member benefits

Net assets available for memberbenefits

Member liabilities
Net assets

Equity
Operational risk reserve
Total equity

The attached notes form part of these financial statements.

2021 2020
Note $'000 $'000
25,763 31,763

56,385,366 47,506,999

6,503 8,812

12,255,805 10,329,547

68,673,437 57,877,121

(8,006) (32,489)

(18,664) (24,454)

(456) (483)

(27,126) (57,426)

68,646,311 57,819,695

9 (68,604,000) (57,779,987)
42,311 39,708

(42,311) (39,708)

(42,311) (39,708)
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Military Superannuation and Benefits Scheme
Income Statement
For the year ended 30 June 2021

Investmentrevenue

Interest

Changes in fair value of investments
Total revenue

Total expenses
Operatingresults / (loss)

Net change in member benefits from investing activities
Operating result before income taxexpense

Income tax expense

Operating result after income tax

The attached notes form part of these financial statements.
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Note

2021 2020

$'000 $'000

14 165
1,902,369 (90,004)
1,902,383 (89,839)
1,902,383 (89,839)
(1,902,348) 90,161
35 322

(2) (25)

33 297




Military Superannuation and Benefits Scheme
Statement of Changes in Member Benefits
For the year ended 30 June 2021

2021 2020
Note $'000 $'000

Opening balance of member benefits allocated at
the beginning of the financial year 57,779,987 54,645,049
Contributions:

Member contributions 7(a) 253,447 279,242
Employer contributions 7(a) 153,451 162,720
Government co-contributions 7(a) 504 872
Low income superannuation tax offset 7(a) 256 289
Income tax on contributions 8(b) (23,117) (24,485)
Net after tax contributions 384,541 418,638
Net appropriation from Consolidated Revenue Fund 7(b) 1,139,007 943,668
Benefits to members 7(b) (1,477,680) (1,258,996)
Net change in member benefits from investing activities 1,902,348 (90,161)
Net change in member benefits to be funded by
employers 8,875,797 3,121,789
Closing balance of memberbenefits allocated at
the end of the financial year 68,604,000 57,779,987

The attached notes form part of these financial statements.
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Military Superannuation and Be nefits Scheme
Statement of Changes in Equity
For the year ended 30 June 2021

Opening balance as at 1 July 2019
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2020

Opening balance as at 1 July 2020
Operating result
Net transfers to / (from) reserves

Closing balance as at 30 June 2021

Operational Total
risk reserve equity
$'000 $'000

36,200 36,200

297 297

3,211 3,211

39,708 39,708
39,708 39,708

33 33

2,570 2,570

42,311 42,311

The attached notes form part of these financial statements.
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Military Superannuation and Benefits Scheme
Statement of Cash Flows
For the year ended 30 June 2021

Cash flows from operating activities

Interest received

Superannuation surcharge paid

Income tax (paid) / received

Net cash (outflows)/inflows from operating
activities

Cash flows from investing activities
Purchase of investments

Proceeds fromsale of investments

Net cash (outflows) from investing activities

Cash flows from financing activities
Contributions received

Employer contributions

Member contributions

Government co-contributions

Low income superannuation tax offset
Income tax paid on contributions
Benefits paid
Net appropriation from Consolidated Revenue Fund
Net cash inflows from financing activities

Net (decrease)/increase in cash held
Cash at the beginning of the financial year

Cash at the end of the financial year

The attached notes form part of these financial statements.

2021 2020

Note $'000 $'000
17 189

(27) (1)

(27) (63)

10(b) (37 125
(384,776) (438,092)

360,907 294,099

(23,869) (143,993)

153,451 162,720

253,447 279,242

504 872

256 289

(28,882) (25,732)

(1,502,163) (1,235,320)

1,141,293 941,233

17,906 123,304

(6,000) (20,564)

31,763 52,327

10(a) 25,763 31,763
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

1. DESCRIPTION OF THE SCHEME AND THE FUND

The Military Superannuation and Benefits Scheme ('Scheme’) (ABN 50 925 523 120) is a hybrid accumulation-
defined benefits scheme w hich provides benefits to its members under the Military Superannuation and Benefits
Act 1991. The Trustee of the Scheme is Commonw ealth Superannuation Corporation (CSC) (ABN 48 880 817 243).

The Scheme is operated for the purpose of providing members of the Australian Defence Force (and their
dependants or beneficiaries) with lump sum and pension benefits upon retirement, termination of service, death or
disablement. For the purposes of the Scheme, the Military Superannuation and Benefits Fund No. 1 (Fund)
manages and invests the assets of the Scheme until such time as a benefit is paid. The Fund accepts employer
contributions from the Department of Defence, other government contributions, members’ contributions, transfers
from other superannuation funds, and contributions made by members for the benefit of their spouse.

The principal place of business and registered office of the Trustee is 7 London Circuit, Canberra, ACT 2601.

The Scheme was closed to new members from 30 June 2016 and a new accumulation plan, Australian Defence
Force Superannuation Scheme (ADF) w as established for new members of the Australian Defence Force from 1
July 2016, together with a new invalidity scheme, Australian Defence Force Cover.

2. BASIS OF PREPARATION
(a) Statement of compliance

The financial report of the Scheme is a general purpose financial report w hich has been prepared in accordance
with Accounting Standards and Interpretations, the Superannuation Industry (Supervision) Act 1993. For the
purposes of preparing financial statements the Scheme is a for profit for members entity.

The form of these financial statements has been agreed by the Minister for Finance and the Trustee in accordance
w ith sub-section 30(1)(d) of the Governance of Australian Government Superannuation Schemes Act 2011.

The financial statements of the Scheme w ere authorised forissue by the Directors of the Trustee on 29 September
2021.

Standards adopted with no significant im pact on the financial statements

The following new and revised Standards and Interpretations have been adopted in these financial statements.
Their adoption has not had any significant impact on the disclosures or amounts reported in these financial
statements but may affect the accounting for future transactions or arrangements.

Standard / Interpretation Effective for annual
reporting periods

AASB 2018-7 'Amendments to Australian Accounting Standards — Definition of beginning on or after

Material' 1 January 2020
["AASB 2019-1 Amendments to Ausfralian Accounting Standards — References  beginning on or after
to the Conceptual Framew ork' 1 January 2020
| AASB 2019-5 Amendments to Ausfralian Accounting Standards - Disclosure beginning on or after
of the Effect of New IFRS Standards Not Yet Issued in Australia’ 1 January 2020
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

2. BASIS OF PREPARATION (CONTINUED)
(a) Statement of compliance (Continued)
Standards in issue but not yet effective

At the date of authorisation of the financial report, the follow ing Standards w hich are expected to be relevant to the
Scheme werein issue but not yet effective. The directors anticipate the adoption of these Standards will have no
material financial impact on the financial report of the Scheme.

Standard / Interpretation Effective for annual Expected to be initially
reporting periods applied in the financial

beginning on or after year ending

AASB 2020-2 'Amendments to Australian Accounting 1 July 2021 30 June 2022

Standards — Removal of Special Purpose Financial
Statements for Certain For-Profit Private Sector

Entities'

AASB 2020-1 '"Amendments to Australian Accounting T January 2022 30 June 2023
Standards - Classification of Liabilites as Current or

Non-current'

AASB 2020-3 '‘Amendments to Australian Accounting 1 January 2022 30 June 2023

Standards — Annual Improvements 2018-2020 and
Other Amendments'

AASB 2020-6 'Amendments to Australian Accounting 1 January 2022 30 June 2023

Standards — Classification of Liabilities as Current or
Non-current — Deferral of Effective Date'

AASB 2021-2 'Amendments to Australian Accounting 1 January 2023 30 June 2024
Standards — Disclosure of Accounting Policies and
Definition of Accounting Estimates’

(b) Functional and presentation currency
The financial statements are presented in Australian dollars, w hich is the functional currency of the Scheme.

Amounts in these financial statements have been rounded to the nearest thousand dollars, unless otherw ise
indicated.

(c) Use of judgements and estimates

In the application of Accounting Standards, management is required to make judgements, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstance, the results of w hichform the basis of making the judgements.
Actual results may differ from these estimates.

The estimates and underlying assumptions are review ed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in w hich the estimate is revised if the revision affects only that period, or in the period
of the revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of Accounting Standards that have significant effects on the
financial statements and estimates with a significant risk of material adjustments in the next year are disclosed,
w here applicable, in the relevant notes to the financial statements.

(d) Going concern

The financial report has been prepared on a going concern basis, w hich contemplates the continuation of normal
business operations and the realisation of assets and settlement of liabilities in the normal course of business. In
making this assessment, the directors of the Trustee have considered future events and conditions forthe period
of twelve months following the approval of these financial statements. The Trustee remains confident that the
Scheme will be able to continue as a going concern as the Scheme's assets significantly outw eigh its liabilites and
it has sufficient liquidity to meet its debts as and w hen they fall due.
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES

The accounting policies set out below have been applied in preparing the financial statements for the year ended
30 June 2021 and the comparative information presented in these financial statements forthe year ended 30 June
2020.

(a) Cash and cash equivalents

Cash and cash equivalents include cash at bank used to transact member and employer contributions, transfers to
and from other funds, benefit payments and tax liabilities.

(b) Financial assets

Financial assets (being investments in a pooled superannuation trust, cash at bank and other receivables) are
recognised on the date the Scheme becomes a party to the contractual provisions of the asset. Financial assets
are recognised using trade date accounting. Afterinitial measurement, any gains and losses from changes in fair
value are recognised in the Income Statement.

Fair value is the price that w ould be received to sell an asset or paid to transfer a liability in an orderly transaction
in the principal (or most advantageous) market at the measurement date under current market conditions,
regardless of w hether that price is directly observable or estimated using another valuation technique.

Fair values have been determined as follow s:

(i) Units in a pooled superannuation trust are valued at the redemption price at close of business on the last
business day of the reporting period as notified by the manager of the trust, reflecting the fair value of the
underlying investments.

(ii) Other receivables are recognised at nominal amounts due w hich approximate fair value. All amounts are
unsecured and are subject to normal credit terms.

(c) Employer sponsor receivable

The Commonw ealth Government is obliged under the Military Superannuation and Benefits Act 1991 to meet any
funding shortfall for the defined benefit member liabilities of the Scheme. The asset is measured at its 'intrinsic
value' (i.e. the amount of the difference betw een member liability and the fair value of assets available to meet that
liability). The value of the employer sponsor receivable will not necessarily be the same as the value of the
corresponding liability in the accounts of the employer sponsor and the Australian Government Long Term Cost
Report due to the application of different accounting standards w hich may result in different valuation assumptions
from those set out in Note 9.

(d) Foreign currency transactions

The Scheme does not undertake transactions denominated in foreign currencies.

(e) Payables

Payables (being benefits payable and other payables) are recognised at their nominal value w hichis equivalent to
fair value.

Benefits payable

Benefits payable to a member are recognised w here a valid w ithdraw al notice has been received from the employer
sponsor, and approved, but payment has not been made by reporting date.

Other payables

Other payables represent liabilities for services provided during the financial period and which are unpaid at
reporting date. Allamounts are unsecured. Creditors are subject to normal credit terms.

(f) Member liabilities

Defined benefit member liabilites are measured as the amount of a portfolio of investments that w ould be needed
as at the reporting date to yield future net cash inflow s that w ould be sufficient to meet accrued benefits as at that
date w hen they are expected to fall due (Note 9).

The impact of the Scheme's default death and invalidity insurance arrangements have been considered in
determining member liabilites. Balances and transactions in respect of these arrangements are presented in
aggregate as part of member liabilities and the benefits paid/payable balances presented in the Statement of
Financial Position and Statement of Changes in Member Benefits.
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Military Superannuation and Benefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)

(g) Contributionrevenue and transfers from other funds

Employer and member contributions, superannuation co-contributions, low income superannuation tax offsets from
the Commonw ealth Government and transfers from other funds are recognised w hen control of the contribution or
transfer has passed to the Scheme.

(h) Operational risk reserve

The purpose of the operational risk reserve (ORR) is to provide adequate financial resources to address potential
losses arising from an operational risk event. The ORR is operated in accordance withan ORR policy. The level of
the reserve is determined by the Trustee Directors and review ed annually, based on an assessment of the risks
faced by the Scheme. The transferred assets underlying the ORR are held in a separate cash option of the ARIA
Investments Trust (‘the AIT') and income earned on these assets is recognised in the reserve.

(i) Derivatives
The Scheme does not directly enter into derivative financial instruments.
(j) Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and the
revenue can be reliably measured. Specific revenues are recognised as follow s:

Investment revenue

Interest revenue is recognised on an accrual basis.

Changes in the fair value of investments are recognised as income and are determined as the difference betw een
the fair value at year end or consideration received (if sold during the year) and the fair value as at the prior year
end or cost (if the investment w as acquired during the period).

(k) Expenses

Expenses are recognised on an accruals basis and, if not paid at reporting date, are reflected in the Statement of
Financial Position as an accrual or payable depending upon w hether or not the expense has been billed.

(I) Income tax

Income tax is recognised in the Income Statement and the Statement of Changes in Member Benefits. As the
Scheme invests in the AIT, which is a pooled superannuation trust, tax on this investment revenue is paid by the
AlT.

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable
profit or loss for the period. It is calculated using tax rates and tax law s that have been enacted or substantively
enacted by reporting date. Current tax for the current and prior periods is recognised as a liability (or asset) to the
extent that it is unpaid (or refundable).

Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary
differences betw een the carrying amount of assets and liabilities in the financial statements and the corresponding
tax base of those items.

In principle, deferred tax liabilites are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts willbe available against w hich deductible
temporary differences or unused tax losses and tax offsets can be utilised. How ever, deferred tax assets and
liabilities are not recognised if the temporary differences giving rise to them arise from the initial recognition of
assets and liabilities (other than as a result of a business combination) w hich affects neither taxable income nor
accounting profit.

Deferred tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) w hen
the asset and liability giving rise to them are realised or settled, based on tax rates (and tax law s) that have been
enacted or substantively enacted by reporting date. The measurement of deferred tax liabilites and assets reflects
the tax consequences that would follow from the manner in w hich the Scheme expects, at the reporting date, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offsetw henthey relate to income taxes levied by the same taxation authority
and the Scheme intends to settle its current tax assets and liabilities on a net basis.
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

3. SUMMARY OF PRINCIPAL ACCOUNTING POLICIES (CONTINUED)
(1) Income tax (Continued)

Current and deferred tax for the period

Current and deferred tax for the period is recognised as an expense or benefit in the Income Statement, except for
tax on contributions, w hich is recognised in the Statement of Changes in Member Benefits.

(m) Goods and services tax (‘GST’)

Revenues, expenses and assets are recognised net of the amount of goods and services tax ('GST) recoverable
from the Australian Taxation Office (ATO) as a reduced input tax credit. Where the amount of GST incurred is not
recoverable from the ATO, itis recognised as part of the cost of acquisition of an asset or as an expense item.

Receivables and payables are recognised inclusive of GST.

The net amount of GST recoverable from, or payable to, the ATO is included as an asset or liability in the Statement
of Financial Position.

Cash flow s areincluded in the Statement of Cash Flow s on a gross basis. The GST component of cash flow s arising
from investing and financing activities w hichis recoverable from, or payable to, the taxation authority is classified
w ithin operating cash flows.
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

4. OTHER RECEIVABLES

2021 2020
$'000 $'000
Receivable fromthe ARIA Investments Trust 14 34
Interest receivable - 3
Amount to be appropriated from Consolidated Revenue Fund 6,489 8,775
6,503 8,812
There are no receivables that are past due or impaired. (2020:Nil)
5. INVESTMENTS
2021 2020
$'000 $'000
Pooled superannuation trust - ARIA Investments Trust 12,255,805 10,329,547
12,255,805 10,329,547
6. CHANGES IN FAIR VALUE OF INVESTMENTS
2021 2020
$'000 $'000
(a) Investments held at 30 June:
Pooled superannuation trust - ARIA Investments Trust 1,881,245 (89,502)
(b) Investmentsrealised during the year:
Pooled superannuation trust - ARIA Investments Trust 21,124 (502)
(c) Total changes in fair value of investments 1,902,369 (90,004)

7. FUNDING ARRANGEMENTS
(a) Contributions
Member Contributions

Members contribute to the Scheme each fortnight at optional rates ranging from a minimum of 5% of salary, to a
maximum of 10% of salary. The contribution rates w ere the same in the prior year.

Employer Contributions

The Department of Defence contributes to the Scheme each fortnight in respect of each member at the rate of 3%
of the member’s salary. The contribution rates w erethe same in the prior year. Employers may also make salary
sacrifice contributions (before tax) and Ordinary Time Earnings top up contributions to the Scheme on behalf of
members.

Transferring Superannuation from Other Funds

Money invested in other superannuation funds can be rolled over to the Scheme.

Government Co-Contributions

For the financial years ended 30 June 2020 and 30 June 2021, the Commonw ealth Government contributed $0.50
for every $1.00 of eligible personal after-tax member contributions paid to the Scheme up to a maximum of $500
per member.
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

7. FUNDING ARRANGEMENTS (CONTINUED)
(a) Contributions (Continued)

Low Income Superannuation Tax Offset

The low income superannuation tax offset (LISTO) is a Commonw ealth Government superannuation payment of
up to $500. LISTO payments are recognised as revenue w hen received.

(b) Benefits

The benefits payable from the Scheme comprise alump sum of accumulated member contributions and a defined
benefit financed by the employer and calculated on the basis of the member’s final average salary and length of
service. The defined benefit may be taken as a lump sum or as a pension or as a combination of lump sum and
pension. The defined benefit consists of a funded component (the accumulated value of contributions made to the
Fund by the Department of Defence) and an unfunded component (the balance of the defined benefit).

In general, when a benefit becomes payable to a member, the accumulated member and employer contributions
held in the Scheme in respect of the member are transferred to the Consolidated Revenue Fund (CRF) w hich pays
out the total benefit (both funded and unfunded components).

Appropriation refers to the total amount paid fromthe CRF. The appropriation from CRF show nin the Statement of
Changes in Member Benefits is the net amount after taking into account transfers fromthe Scheme to the CRF.

Of the total benefits payable as at 30 June 2021, $4.04 million (2020: $6.42 million) is payable by the Consolidated
Revenue Fund. The Commonw ealth is the corresponding debtor for this amount in accordance with the funding
arrangements described above.

Benefits paid and payable by the Scheme and the Consolidated Revenue Fund during the year are as follow s:

2021 2020
$'000 $'000
Gross Appropriation from Consolidated Revenue Fund 1,347,820 1,112,648
less: Transfers from Fund to Consolidated Revenue Fund (208,813) (168,980)
Net Appropriation 1,139,007 943,668
Consolidated Revenue Fund
Lump-sum benefits 218,832 193,933
Pensions 1,128,988 918,715
1,347,820 1,112,648
Military Superannuation & Benefits Fund
Lump-sum benefits 129,860 146,348
Total benefits paid and payable 1,477,680 1,258,996
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Military Superannuation and Benefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

7. FUNDING ARRANGEMENTS (CONTINUED)
(c) Cost of managing, investing and administering the scheme

Costs of and incidental to the management of the Scheme and the investment of its money are charged against the
assets of the AIT that are referable to the Scheme. Transactions in respect of these costs have been brought to
account in the financial statements of the AIT.

Expenses met by the AIT and referable to the Fund are as follow s:

2021 2020

$'000 $'000
Investment
Investment manager fees 36,712 37,947
Custodian fees 1,160 1,462
Investment consultant and other service provider fees 1,270 2,965
Other investment expenses 1,905 1,232
Total directinvestment expenses 41,047 43,606
Regulatory fees 795 847
Other operating expenses 11,905 9,972
Total costs 53,747 54,425

Administrative fees are paid to CSC by the Department of Defence to meet costs other than those incurred in
managing and investing Fund assets. The sponsoring employer has contributed further administration funding of
$22.30 million (2020: $22.26 milion). Transactions in respect of the receipt of these fees and the costs of
administration have been brought to account in the financial statements of the Trustee.

8. INCOME TAX
(a) Income tax recognised in operating results
2021 2020
$'000 $'000
Tax expense comprises:
Current tax benefit 2 29
Deferred tax expense relating to the origination and reversal of
temporary differences - (4)
Total tax expense 2 25

The prima facie income tax benefit on the operating result before income tax reconciles to the income tax benefit
in the Income Statement as follow s:

Operating result before income taxexpense 35 322
Income tax expense calculated at 15% 5 48
Net benefits allocated to members during the year 285,352 (13,524)
Investment revenue already taxed (285,355) 13,501
Total tax expense 2 25
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Military Superannuation and Be nefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

8. INCOME TAX (CONTINUED)

(b) Income tax recognised in Statement of Changes in Member Benefits

2021 2020
$'000 $'000
Contributions received:
Member contributions 253,447 279,242
Employer contributions 153,451 162,720
Government co-contributions 504 872
Low income superannuation tax offset 256 289
Total contributions received 407,658 443,123
Contributions tax calculated at 15% 61,149 66,468
Member contributions not subject to tax (38,017) (41,886)
Government co-contributions not subject to tax (76) (131)
Low income superannuation tax offset not subject to tax (38) (43)
Rollovers in subject to tax 99 77
Total contributions taxexpense 23,117 24,485
(c) Deferred tax balances
2021 2020
$'000 $'000
Deferred taxasset:
Temporary differences - -
Taxable and deductible temporary differences arise from the follow ing:
Opening Chargedto Closing
2021 balance income balance
$'000 $'000 $'000
Gross deferred tax assets/ (liabilities):
Interest receivable - - -
Opening Charged to Closing
2020 balance income balance
$'000 $'000 $'000
Gross deferred taxassets/(liabilities):
Interest receivable 4 (4) -
4 (4) -
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Military Superannuation and Benefits Scheme
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
For the year ended 30 June 2021

9. MEMBER LIABILITIES

The Scheme engages qualified actuaries on an annual basis to measure defined benefit liabilities. The value of
the member liabilites will not necessarily be the same as the value presented in the accounts of the employer
sponsor and the Australian Government Long Term Cost Report due to the application of different accounting
standards w hichmay result in different valuation assumptions. The liabilites change from year to year as a result
of contributions, benefit payments, interest costs and investment returns relative to the actuarial assumptions
adopted.

The Scheme uses sensitivity analysis to monitor the potential impact of key changes to key variables about w hich
the assumptions need to be made. The Scheme has identified five assumptions (being the mortality rates, the
discount ratef/investment returns, the rate of salary adjustment, the inflation rate and the invalidity pension
commencements) forw hich changes are reasonably possible that would have a material impact on the amount of
the defined benefit member liabilities:

- The current mortality assumptions adopted are scheme specific based on the experience observed. The
actuaries have updated these assumptions from the prior year based on analysis of the Scheme's actual
experience.

- The assumed discount rate has been determined by reference to the target investment returns expected on
the investment portfolio, w hich reflect the opportunities reasonably available to the Scheme in the investment
markets. There has been no change to this assumption fromthe prior year.

- The assumed annual salary adjustment has been determined by historical observations over along term period
and in consultation with the employer sponsor. There has been no change to this assumption from the prior
year.

- The assumed inflation rate has been determined based on the mid-point of the Reserve Bank of Australia
(RBA) inflation target. There has been no change to this assumption from the prior year.

- The current invalidity pension commencement assumptions adopted are scheme specific based on the
experience observed. They relate to tw o different forms of pension commencement. The firstform is via future
direct exit of serving members of the ADF on to an invalidity pension. The second relates to existing preserved
members w ho, at some stage in the future, willhave their mode of exit fromthe ADF changed retrospectively to
being a medical discharge that results in the retrospective commencement of an invalidity pension. The
actuaries have updated these assumptions from the prior year based on analysis of the Scheme’s actual
experience. The invalidity pension commencement assumptions have been identified as material assumptions
for the firsttime as at 30 June 2021 as changes in these assumptions may have a material impact on the amount
of the defined benefit member liabilities.

Other variables about w hich assumptions have been made in measuring defined benefit member liabilities and for
w hich changes are not considered reasonably possible, or for w hich reasonably possible changes would not be
expected to have a material effect, include resignation rates.
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9. MEMBER LIABILITIES (CONTINUED)

The follow ing are sensitivity calculations on a univariate basis forthe mortality rates, the rate of invalidity pensions,
the discount rate/investment returns, the rate of salary adjustment and the inflation rate assumptions for the
Scheme.

Key assumptions Assumed at reporting Reasonably (Increase)/Decrease in
date Possible Change [ member liabilities ($'000)
30 June 2021

Discount rate / investment 6% + 1% (9,833,000)
returns -1% 13,156,000
_ +1% 1,575,000
Salary adjustment rate 4% 1% (1,403,000)
Inflation rate 2.5% 1% 11,094,000
-1% (8,621,000)

A scale developed by the 5.0% higher
Mortality rates Scheme actuary Wifh mortality* (306,000)

allow ance for mortality -5.0% lower 318,000
improvements mortality*
40% higher
retrospective

invalidity pensions
and contributor

o X A scale developed by the | invalidity exit rates 2,817,000
Invalidity pensions
Scheme actuary -40% low er (3,035,000)
retrospective

invalidity pensions
and contributor
invalidity exit rates

30 June 2020

Discount rate / investment 6% +1% (8,453,000)
returns ’ -1% 11,399,000
Sal diustment rat 4% +1% 1,578,000
alary adjustment rate
y adj ° -1% (1,403,000)
+ 19
Inflation rate 2.5% 1% 9,422,000
- 1% (7,297,000)
A scale developed by the 5.0% higher
. Scheme actuary with mortality (275,000)
Mortalit: t
raily rates allow ance for mortality -5.0% lower 284,000
improvements mortality*

* For example, if the base probability of death of 3.0%, the higher rate is 3.15% and the low er rate is 2.85%.

Vested benefits are benefits w hich are not conditional upon continued membership of the Scheme (or any other
factor other than resignation from the Scheme) and include benefits w hich members w ere entitled to receive had
they terminated their Scheme membership as at the reporting date.

An actuarial estimate of vested benefits at 30 June 2021 is $59.3 bilion (2020: $53.4 billion). The value of vested
benefits represents the liability that would have fallen on the Scheme if all members had ceased service on 30 June
2021 and elected the option w hich maximised their benefit entitlement.

The vested benefits have been calculated on the basis of current legislative arrangements as at the reporting date.
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10. CASH FLOW INFORMATION
(a) Reconciliation of Cash

For the purposes of the Statement of Cash Flow s, cash represents cash at bank. Cash at the end of the reporting
period as show n in the Statement of Cash Flows is reconciled to the related items in the Statement of Financial
Position as follow s:

2021 2020
$'000 $'000
Cash at bank 25,763 31,763

(b) Reconciliation of operating result afterincome taxto net cash inflows / (outflows) from operating
activities

Operating result after income taxexpense 33 297
Net change in member benefits from investing activities 1,902,348 (90,161)
Changes in fair value of investments (1,902,369) 90,004
Decrease/(increase) in interest receivable 3 24
(Decrease)/increase in other payables (27) 1
(Decrease)/increase in income tax payable (25) (40)
Net cash (outflows) from operating activities (37) 125

11. AUDITOR’S REMUNERATION
Amounts paid or payable to the Australian National Audit Office for audit services:

2021 2020

$ $

Financial statements 48,225 50,600
Regulatory returns and compliance 32,400 34,400
Total 80,625 85,000

The audits w ere provided by the Australian National Audit Office. The audit fees will be charged against the assets
of the ARIA Investments Trust that are referable to the Scheme.

Deloitte Touche Tohmatsu have been contracted by the Australian National Audit Office to provide audit services
on its behalf. Fees for those services are included in the above.

No other services w ere provided by the Australian National Audit Office or Deloitte Touche Tohmatsu tothe Scheme
during the reporting period.
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12. FINANCIAL INSTRUMENTS

(a) Financial instruments management

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

The investments of the Scheme (other than cash held for managing contribution receipts, benefit payments and tax
payments) comprise units in the AIT. The AIT is a pooled superannuation trust whichis also governed by the
Commonw ealth Superannuation Corporation as Trustee. This type of investment has been determined by the
Trustee to be appropriate forthe Scheme and is in accordance with the Scheme's published investment strategy.
The Trustee applies strategies to manage risk relating to the investment activities of the AIT. The investments of
the AIT are managed on behalf of the Trustee by specialist external investment managers w ho are required to
invest the assets in accordance w ith contractual investment mandates.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis
of measurement and the basis on w hichincome and expenses are recognised in respect of each class of financial
asset and financial liability are disclosed in Note 3 to the financial statements.

(c) Capital risk management

The Registerable Superannuation Entity ('RSE) licence of the Trustee of the Scheme requires the Trustee to
maintain adequate financial resources to address losses arising from operational risks that may affect registrable
superannuation entities w ithin its business operations in the form of operational risk reserve(s), operational risk
trustee capital or a combination thereof to meet the target amount of financial resources that the RSE licensee
determines is necessary to respond to these losses. The Trustee of the Scheme was in compliance with this
requirement throughout the reporting period.

(d) Categories of financial instruments

The financial assets and liabilities of the Scheme are recognised at fair value as at the reporting date. Changes in
fair value are recognised in the Income Statement and the Statement of Changes in Member Benefits.

(e) Financial risk management objectives

The Scheme is exposed to a variety of financial risks as a result of its pooled investment in the AIT. These risks
include market risk (including currency risk, fair value interest rate risk and price risk), credit risk, liquidity risk and
cash flow interestrate risk. The Scheme's risk management and investment policies, approved by the Trustee, seek
to minimise the potential adverse effects of theserisks on the Scheme’s financial performance. These policies may
include the use of financial derivative instruments.

The Trustee is responsible for ensuring that there is an effective risk management control framew ork in place for
the Scheme. Consistent with regulatory requirements, the Trustee has developed, implemented and maintains a
Risk Management Framew ork to identify the policies, procedures, processes and controls that comprise its risk
management and control systems for the Scheme and for the Scheme's investments through the AIT. The overall
investment strategy of the Scheme is set out in the Trustee's approved investment policies w hich address the
investment strategy and objectives and risk mitigation strategies including risk mitigation relating to the use of
derivatives.

The Trustee's internal investment team monitors and manages the financial risks relating to the Scheme's
investments. Derivative Risk Statements set out the strict parameters for the Trustee's investment managers
authorised to use derivatives. In essence, derivatives cannot be used to raise the level of risk above the level it
w ould otherw ise have been, and derivatives cannot be used to leverage the investments.

The Scheme's investments are managed on behalf of the Trustee by specialist external investment managers w ho
invest their respective fund allocation in accordance withthe terms of a writteninvestment mandate or disclosure
document. The Trustee has determined that the appointment of these managers is appropriate for the Scheme and
is in accordance with its investment strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(f) Creditrisk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to
the Scheme. In its capacity as trustee of the AlT, the Trustee has adopted a policy of spreading the aggregate value
of transactions across approved creditw orthy counterparties as a means of mitigating the risk of financial loss. The
Scheme's exposure to its counterparties are continuously monitored by the Trustee.

The largest exposure to a single counterparty is to cash held by the investment master custodian Northern Trust.
Credit risk relating to the master custodian is mitigated through contractindemnity provisions. Other than the master
custodian, no individual exposure w ithinthe AIT exceeded 5% of net assets of that trustat 30 June 2021 or 30 June
2020.

The credit risk on the Scheme's directly held cash and cash equivalents and interest receivable is limited because
the counterparty is the Reserve Bank of Australia.

The table below show s the maximum exposure of financial assets to credit risk at the reporting date:

2021 2020
$'000 $'000
Investments
Pooled Superannuation Trust - ARIA Investments Trust 12,255,805 10,329,547
Other financial assets
Cash and cash equivalents 25,763 31,763
Receivables 6,503 8,812
Total financial assets 12,288,071 10,370,122

There has been no change to the Scheme's exposure to credit risk or the manner in w hich it manages and measures
that risk during the reporting period.

(g) Liquidity risk

Liquidity risk is the risk that the Scheme will encounter difficulty in either realising assets or otherw ise raising
sufficient funds to meet its liabilities and/or member benefit payments or tax liabilities.

The Trustee's approach to managing liquidity is to ensure that the Scheme will alw ays have sufficient liquidity to
meet its liabilities and member benefit payments. The Scheme allows members to withdraw benefits, and it is
therefore exposed to the liquidity risk of meeting member withdrawals at any time. The Trustee undertakes
forecasting and scenario testing of the cashflow requirements of the Scheme to ensure timely access to sufficient
cash and holds actively-traded, highly-liquid investments to meet anticipated funding requirements.

As afurther risk mitigation strategy, it is the Trustee's policy that the target asset allocation to illiquid assets is limited
to around 25% of the investments of the AIT (witha plus or minus 10 percentage point rebalancing range around
that target). Regular scenario testing is performed to confirm the validity of the strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(g) Liquidity risk (Continued)

The follow ing tables summarise the maturity profile of the Scheme’s financial liabilities. The tables have been drawn
up based on the discounted cash flows of financial liabilites based on the earliest date on w hich the Scheme
expects pay. The tables include both interest and principal cash flows.

Financial Liabilities maturity profile:

Less than3 3 monthsto1

months year 1-5years Over 5years Total
$'000 $'000 $'000 $'000 $'000
30 June 2021
Other payables 456 - - - 456
Benefits payable 8,006 - - - 8,006
Member liabilities 397,000 1,217,000 6,951,000 60,039,000 68,604,000
Total financial liabilities 405,462 1,217,000 6,951,000 60,039,000 68,612,462
30 June 2020
Other payables 483 - - - 483
Benefits payable 32,489 - - - 32,489
Member liabilities 335,000 996,000 5,502,000 50,946,987 57,779,987
Total financial liabilities 367,972 996,000 5,502,000 50,946,987 57,812,959

There has been no change to the Scheme's exposure to liquidity risk or the manner in which it manages and
measures that risk during the reporting period.

(h) Marketrisk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: foreign currency risk, interest rate risk and
other market price risk. The policies and procedures put in place to mitigate the exposure to market risk are detailed
in the Trustee's investment policies and the Risk Management Framew ork.

There has been no change to the Scheme's exposure to market risk or the manner in which it manages and
measures that risk during the reporting period.

Foreign currency risk

Foreign currency risk is the risk that the fair value of future cash flow s of a financial instrument will fluctuate because
of changes in foreign exchange rates.

The Scheme does not undertake any transactions in foreign currency andis therefore not directly exposed to foreign
currency risk. How ever, the Scheme is indirectly exposed to foreign currency risk from the international assets held
in the AIT, and it is managed in accordance withthe Trustee’s approved investment strategy. The AIT enters into
forw ard foreign exchange contracts to hedge into Australian dollars some of the currency exposure arising from its
investments denominated in developed markets foreign currencies. These contracts neutralise some of the gains
and losses from currency fluctuation. A small part of the investments of the AIT, relating to emerging markets,
remain unhedged due to lack of suitable currency instruments for hedging.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flow s of a financial instrument will fluctuate because of
changes in market interest rates.

The Scheme is directly exposed to interest rate risk on cash and cash equivalents held w ith the Reserve Bank of
Australia to meet benefits and taxation payments. All holdings at 30 June 2021 and 30 June 2020 had a maturity
profile of less than one month.

The Scheme is indirectly exposed to interest rate risk through its investments in the AIT. The Trustee manages
interest rate risk through its investment strategy including diversification of asset allocation and the use of a diversity
of specialist investment sector managers.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(h) Market risk (Continued)

Interest rate risk (Continued)

The follow ing table illustrates the Scheme's sensitivity to a0.15% p.a. (2020: 0.09%) increase or decrease in interest
rates, based on cash balances directly held at reporting date. This represents an assessment of the reasonably
possible change in interest rates as at that date. Had interest rates been low er or higher by 0.15% (2020: 0.09%)
at reporting date, and all other variables w ere held constant, the financial result w ould have improved / (deteriorated)
as demonstrated:

Interest rate risk $'000

Operating Net Assets Operating Net Assets
Carrying |Result Before | Available to |Result Before | Available to
amount $'000 Tax Pay Benefits Tax Pay Benefits
2021 -0.15% +0.15%
Cash and cash equivalents 25,763 39)] (39) 39] 39
2020 -0.09% +0.09%
Cash and cash equivalents 31,763 (29)] (29) 29] 29

In the Trustee's opinion, the sensitivity analysis at reporting date approximates the direct interest rate exposures of
the Scheme during the financial year.

Other price risk

Other price risk is the risk that the fair value or future cash flow s of a financial instrument w ill fluctuate because of
changes in market prices (other than those arising frominterest rate risk or currency risk), w hether caused by factors
specific to an individual investment, its issuer or factors affecting all similar financial instruments traded in the
market.

The Scheme's investment in the AIT is exposed to market price risk in respect of the latter's holdings of equity
securities and unit trusts. As the investment in the AIT is carried at fair value through profit or loss, all changes in
market conditions w ill directly affect the Scheme's net investment income.

In its capacity as trustee of the AIT, the Trustee manages the market price risk arising fromthese investments by
diversifying the portfolio in accordance with its investment strategy.
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(h) Market risk (Continued)
Other price risk (Continued)

The follow ing table illustrates the Scheme's sensitivity to a reasonably possible change in the value of its investment
in the AIT, based on risk exposures at reporting date. The volatility factor of 5.00% (2020: 5.00%) represents the
volatility in the default option unit price of the Schemes Investment in the AIT and is reflective of market conditions
as at reporting date. Had the unit price been higher or low er by the volatility factor at reporting date, and all other
variables w ere held constant, the financial result w ould have improved/(deteriorated) as follow s:

Financial Assets

Price risk $'000

Net Assets

Net Assets

Carrying |Operating Available Operating Available
Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax Benefits Before Tax Benefits
(Lower price) Higher price
2021
Balanced option -/[+5.00% | 10,707,987 | (535,399) (535,399) 535,399 535,399
Cash option -+0.07% 90,521 (63) (63) 63 63
Income focused option -1+2.20% 89,340 (1,965) (1,965) 1,965 1,965
IAggressive option -1+5.60%| 1,325,660 (74,237) (74,237) 74,237 74,237
Operational risk reserve -/+0.07% 42,297 (30) (30) 30 30
[Total 12,255,805| (611,694) (611,694) 611,694 611,694
Price risk $'000
Financial Assets Net Assets Net Assets
Carrying |Operating Available Operating Available
Change in | amount Result to Pay Result to Pay
IARIA Investments Trust: price $'000 Before Tax Benefits Before Tax Benefits
(Lower price) Higher price
2020
Balanced option -[+5.00% | 9,154,273 (457,714) (457,714) 457,714 457,714
Cash option -/+0.09% 131,163 (118) (118) 118 118
Income focused option -/+2.20% 68,500 (1,507) (1,507) 1,507 1,507
IAggressive option -1+5.70% 935,937 (53,348) (53,348) 53,348 53,348
Operational risk reserve -/+0.09% 39,674 (36) (36) 36 36
[Total 10,329,547 | (512,723) (512,723) 512,723 512,723

In the Trustee's opinion, the sensitivity analysis at reporting date is representative of the other market price

exposures during the financial year.
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12. FINANCIAL INSTRUMENTS (CONTINUED)
(i) Fair value measurements

The Scheme's financial instruments are included in the Statement of Financial Position at fair value. The fair value
is determined per the accounting policies in Note 3.

Fair value measurements recognised in the Statement of Financial Position

The follow ing table provides an analysis of the Scheme's financial instruments w hereby the assets and liabilities
are each grouped into one of three categories based on the degree to w hich their method of valuation is observable.
Level 1: fair value measurements are those derived from quoted prices in active markets.

Level 2: fair value measurements are those derived from inputs (other than quoted prices included w ithin Level 1)
that are observable such as prices or derived from prices.

Level 3: fair value measurements are those derived from valuation techniques that include inputs that are not based
on observable market data.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
Financial Assets
Pooled superannuation trust - 12,255,805 - 12,255,805
2020
Financial Assets
Pooled superannuation trust - 10,329,547 - 10,329,547

There w ere no transfers betw een Level 1 and 2 in the period.

Units in the pooled superannuation trust are valued daily based on the latest listed and unlisted market prices and
values of the underlying investments, less any tax and expenses.

Reconciliation of Level 3 fair value measurements
There were no Level 3 financial assets or liabilities (2020: Nil).

Fair value measurements of the underlying investments

The funded components of the Schemes for w hich CSC is the Trustee are co-invested in a pooled superannuation
trust. The follow ing table provides an analysis of the underlying pooled superannuation trust’s investments grouped
into levels 1 to 3 of the fair value hierarchy based on the degree to w hichtheir fair value is observable. The table
has been prepared on a look-through basis and therefore discloses investments held in underlying Trustee-
controlled subsidiary trusts as if they are direct investments of the pooled superannuation trust.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2021
Cash and cash equivalents 4,207,897 - - 4,207,897
Money market investments 3,498,439 - - 3,498,439
Fixed interest investments 6,102,104 5,840 334,097 6,442,041
Equity investments 27,733,248 5,802,250 7,891,120 41,426,618
Property investments - - 4,250,778 4,250,778
Derivatives contracts (net) (458,996) (362,970) 502 (821,464)
Total 41,082,692 5,445,120 12,476,497| 59,004,309
2020
Cash and cash equivalents 3,166,899 - - 3,166,899
Money market investments 4,740,006 - - 4,740,006
Fixed interest investments 5,302,424 6,358 311,385 5,620,167
Equity investments 20,768,429 5,369,415 4,964,157 | 31,102,001
Property investments - - 4,188,290 4,188,290
Derivatives contracts (net) (1,035) 573,868 3,958 576,791
Total 33,976,723 5,949,641 9,467,790 49,394,154
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)

Fair value measurements of the underlying investments (Continued)

The fair values of the pooled superannuation trust’s investments is determined as follow s:

l. Cash comprises demand deposits with a bank, financial institution or futures broker. Cash
equivalents are short-term, highly-liquid investments that are readily convertible to known
amounts of cash and w hich are subject to insignificant risk of changes in value.

II. Money market investments are valued at the market closing price on the last business day of the
reporting period and include accrued interest.

Il Fixed interest securities are valued at their market value at close of business on the last business
day of the reporting period.

V. Equity securities and listed trusts are valued at the last sale price at close of business on the last
business day of the reporting period.

V. Private equity funds are valued according to the most recent valuation obtainable from an
independent (third party) valuer or an investment manager, applying valuation and disclosure
guidelines consistent w ith the International Equity & Venture Capital Valuation Guidelines.

Vi Unlisted trusts (including pooled superannuation trusts and hedge funds) are valued at their most
recent redemption price as determined by the manager of the relevant trust. Unlisted trusts
controlled by the Trustee are valued at least annually in accordance with valuation guidelines
agreed by the Trustee. Valuations may be completed by an independent valuer, the external
investment manager or the Trustee. In determining the valuation, referenceis made to guidelines
set by relevant associations.

VI Investment properties w hich comprise land and buildings for the purpose of letting to produce
rental income, are initially measured at cost. Cost includes capital expenditure subsequent to
acquisition. Investment properties are not depreciated. Subsequent to initial recognition,
investment properties are measured at fair value. Investment properties are independently
revalued at least annually. Valuations are performed by registered valuers. In determining the fair
value, the expected net cash flows are discounted to their present value using a market
determined risk adjusted rate. This is compared against valuations based on capitalised earnings
methodologies as w ell as comparable market transactions.

VI Futures contracts are valued at market closing prices quoted on the last business day of the
reporting period.

IX. Forw ard currency contracts and swaps are valued using prices obtained from independent
providers as at the last business day of the reporting period (or alternatively from counterparties
or the external investment managers w here a provider does not supply a price).

X. Exchange traded options are valued as the premium payable or receivable to close out the
contracts at the last buy price at close of business on the last business day of the reporting period.

Fair value in an inactive or unquoted market

The fair value of financial assets and liabilities that are not traded in an active market is determined using valuation
techniques. These include the use of recent arm's length market transactions, reference to the current fair value of
a substantially similar instrument, discounted cash flow techniques, option pricing models or any other valuation
technique that provides a reliable estimate of prices obtained in actual market transactions.

Valuation adjustments to unlisted investment

Where there is a delay in the timely receipt of valuation for unlisted investments fromthe investment managers, the
Trustee applies a systematic quarterly valuation adjustment. This adjustment is based on the performance of a
comparable public market index over the relevant period and a relevant adjustment factor representing an estimate
of the change in value implied by past relationships to the selected comparable public market index. This constitutes
an enhancement to the Trust's valuation policy in relation to unlisted investments for the year ended 30 June 2021.

This adjustment has been introduced in order to assist in preserving equitable member outcomes from the impact
of delays in receipt of valuations from primarily international investment managers. A special situation valuation
adjustment is able to be made w hen,in management's judgment an unlisted valuation does not represent fair value
and is required to preserve equitable member outcomes.
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12. FINANCIAL INSTRUMENTS (CONTINUED)

(i) Fair value measurements (Continued)
Fair value measurements of the underlying investments (Continued

As at 30 June 2021, a systematic quarterly valuation adjustment was applied to the most recently available
investment manager valuations of unlisted international investments of $135.9m ($193.1m special situation
valuation adjustment in 2020) and unlisted Australian equity trusts of $1.8m ($4.2m special situation valuation
adjustment in 2020), representing 4.1% and 0.1% of the unlisted International and Australian equity trust portfolios
respectively (5.0% and 0.3% in 2020).

13. RELATED PARTIES
(a) Trustee

Commonw ealth Superannuation Corporation (CSC) w as the Trustee throughout the reporting period. No fees w ere
charged by CSC for acting as Trustee or the Scheme during the reporting period.

(b) Key Management Personnel

The Directors of CSC throughout the year ended 30 June 2021 and to the date of this report w ere:

Ariane Barker Garry Hounsell (Chair, Appointed 25 July 2021,
Juliet Brow n (Appointed 13 September 2021) previously Director until 23 July 2021)

Patricia Cross (Chair, Term ended 30 June 2021) Anthony Needham

Melissa Donnelly (Appointed 1 July 2020) Margaret Staib

Christopher Hiison Michael Vertigan (Term ended 30 June 2021)

Alistair Waters

In addition to the Directors, the follow ing Executives of CSC had authority and responsibility for planning,
directing and controlling the activities of the Scheme throughout the year ended 30 June 2021 w ere:

Paul Abraham Executive Manager, Investment Operations

Catharina Armitage Head of People

Peter Carrigy-Ryan Chief Executive Officer (Retired 12 July 2020)

Robert Firth Chief Risk Officer

Philip George Chief Transformation Officer (Previously Special Advisor,
Member Outcomes until 31 July 2020)

Damian Hill Chief Executive Officer (Commenced 13 July 2020)

Peter Jamieson Chief Customer Officer

Andrew Matuszczak Executive Manager, Technology (Commenced 31 August
2020

Adam Nettheim Head) of Customer Operations

Alana Scheiffers General Counsel

Alison Tarditi Chief Investment Officer

Andy Young Chief Operating Officer

The follow ing changes to the Executives of CSC w ere made subsequent to 30 June 2021:

Catharina Armitage Executive Manager, People (Previously Head of People until
30 June 2021)

Philip George Executive Manager, Transformation (Previously Chief
Transformation Officer until 30 June 2021)

Andrew Matuszczak Chief Transformation and Information Officer (Previously
Executive Manager, Technology until 30 June 2021)

Adam Nettheim Executive Manager, Customer Operations (Previously Head of

Customer Operations until 30 June 2021)

Anthony Needham and Alana Scheiffers are members of the Scheme. The terms and conditions of their
memberships, or those of any related parties, is the same as for any other member w hois not part of the
key management personnel of the Scheme.
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13. RELATED PARTIES (CONTINUED)

(c) Key Management Personnel Compensation

The aggregate compensation of the key management personnel in relation to the Scheme is set out below :

2021 2020

$ $

Short-term employee benefits 556,523 528,158
Post-employment benefits 34,483 39,920
Other long-term employee benefits 14,993 (2,844)
605,999 565,234

Aggregate compensation in relation to the Scheme is a pro-rata apportionment of the overall compensation paid by
the Trustee, based on the net assets of the entities under its trusteeship or actual control.

The compensation of key management personnel (including Directors) related to investment management is
charged against the assets of the AIT that are referable to the Scheme.

The Scheme has not made, guaranteed or secured, directly or indirectly, any loans to key management personnel
or their personally-related entities at any time during the year.

(d) Investing entities

Throughout the year ended 30 June 2021, the Scheme's only investment consisted of units in the AIT, whichwas
established to provide a cost-effective means of gaining exposure to a broad range of listed and unlisted securities
across various asset classes.

The other investors in the AIT throughout the year w ere the Commonw ealth Superannuation Scheme, the Public
Sector Superannuation Scheme, the Public Sector Superannuation Accumulation Plan and the Australian Defence
Force Superannuation Scheme. All investing transactions are conducted under normal industry terms and
conditions.

The Trustee of the Scheme, Commonw ealth Superannuation Corporation, is the trustee of the follow ing regulated
superannuation schemes: Commonw ealth Superannuation Scheme, the Public Sector Superannuation Scheme,
the Public Sector Superannuation Accumulation Plan, the Military Superannuation and Benefits Scheme and the
Australian Defence Force Superannuation Scheme.

The Trustee pays costs of and incidental to the management of the Scheme and the investment of its money from
the assets of the AIT that are referable to the Scheme (see Note 7(c)). No fees w ere charged for acting as Trustee
during the year ended 30 June 2021 (2020: $nil).

The Scheme held the follow ing investments in related parties at 30 June:

Share of Net Share of Net

Fair Value of Fair Value of Income/(Loss) Income/(Loss)

Investment Investment after tax after tax

2021 2020 2021 2020

$'000 $'000 $'000 $'000

ARIA Investments Trust 12,255,805 10,329,547 1,902,369 (90,004)
12,255,805 10,329,547 1,902,369 (90,004)

14. COMMITMENTS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS
The Scheme had no capital or other expenditure commitments at 30 June 2021 (2020: $Nil).

In the normal course of business, requests are made by members and former members for the review of decisions
relating to benefit entitlements of the Scheme w hich could result in additional benefits becoming payable in the
future. Each request is considered on its merits prior to any benefit becoming payable. In the opinion of the Trustee,
these requests do not represent a material liability on the Scheme.

There w ere no other contingent liabilities or contingent assets for the Scheme at 30 June 2021 (2020: $nil).

15. SUBSEQUENT EVENTS

No matters have arisen since 30 June 2021 that have materially affected, or may materially affect, the operations
of the Scheme, the results of those operations, or the financial position of the Scheme in future financial years.

306 CSC Annual Report 2020-21



Appendix

..'.......C..@'.

CSC Annual Report 2020-21 307



Appendix

Scheme customers and transactions

Scheme customer numbers at 30 June 2021 Scheme transactions 2020-21 $’000
CSS (excluding 1922 and PNG schemes)

Contributors 2,317 Contributions** 32.78
Deferred 2,795 Benefits paid

Pensioners* 100,614 Lump sum**** 154.85
Total 105,726 Pensions 4354.40
PSS

Contributors 61,850 Contributions** 756.8
Preserved 92,388 Benefits paid

Pensioners* 64,055 Lump sum**** 585.6
Total 218,293 Pensions 2296.6
PSSap

Contributors*** 135,385 Contributions** 1980.96
Preserved 6,813 Benefits paid

Pensioners 1,888 Lump sum 668.09
Total 144,086 Pensions 27.05
MilitarySuper

Contributors 38,470 Contributions** 407.66
Preserved 118,942 Benefits paid

Pensioners* 23,674 Lump sum*#*#** 348.69
Total 181,086 Pensions 1,128.99
ADF Super

Contributors 17,979 Contributions** 304.97
Preserved 3,609 Benefits paid 18.36
Total 10,673

DFRDB (excluding DFRB)

Contributors 881 Member contributions 6.03
Preserved Benefits paid

Pensioners* 51,011 Lump sum 43.31
Total 51,892 Pensions 1,583.10

*

ok

KKk
ok ok ok

Pensioners figures indicate the number of pension accounts, not the number of individuals who get a pension (e.g. one account can
have multiple children or spouses paid from it)

Contributions figures indicate member and employer contributions (with the exception of DFRDB which indicates member
contributions only)

Ancillary members are not included in either PSSap or MilitarySuper contributor figures

Lump sum figures indicate lump sum amounts paid from the respective scheme Fund and from the Consolidated Revenue Fund (by
the Australian Government)

1922 Scheme had 1,616 pensioner accounts at 30 June 2021; pension payments in 2020/21 totalled $54.94m

PNG Scheme had 72 pensioner accounts at 30 June 2021; pension payments in 2020/21 totalled $3.75m

DFRB had 1,803 pensioner accounts at 30 June 2021; pension payments in 2020/21 totalled $38.98m

Contributions for each of the schemes include employer contribution, member contribution, roll-ins, co-contribution and LISC with
exception of DFRDB. This footnote may need to be updated.
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Glossary

ABN

ADF Cover Act
ACTU

ADF

AFS licence
APRA

APS

ARIA

ASFA

AUM

CEO

Clo

CPI

CPSU

CsC

CSCri

CSS

CSS Act
DFRB
DFRB Act
DFRDB
DFRDB Act
DFSPB

ESG
GAGSS Act
IFS

IP

JTA

Australian Business Number

Australian Defence Force Cover Act 2015
Australian Council of Trade Unions

Australian Defence Force

Australian Financial Services licence

Australian Prudential Regulation Authority
Australian Public Sector

Australian Reward Investment Alliance
Association of Superannuation Funds of Australia

Assets under management, sometimes called funds under management (FUM),
measures the total market value of all financial assets which afinancial
institution, such as a mutual fund, venture capital firm, or brokerage house,
manages on behalf of its client and themselves

Chief Executive Officer

Chief Investment Officer

Consumer Price Index

Community and Public Sector Union

Commonwealth Superannuation Corporation

Commonwealth Superannuation Corporation retirementincome
Commonwealth Superannuation Scheme

Superannuation Act 1976

Defence Forces Retirement Benefits Scheme

Defence Forces Retirement Benefits Act 1948

Defence Force Retirement and Death Benefits Scheme

Defence Force Retirement and Death Benefits Act 1973

Defence Force (Superannuation) (Productivity Benefit) Determination 1988
Environmental, social and governance

Governance of Australian Government Superannuation Scheme Act 2011
Industry Fund Services

Income protection

Joint Transition Authority
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MilitarySuper

NPS

PDS

PGPA Act
PNG Act
PNG Scheme
PRI

PSS

PSS Act
PSSap
PSSap Act
RSE

RSEL

SIS Act
TPD

1922 Act

Military Superannuation and Benefits Scheme, Military Superannuation and
Benefits Scheme Act 1991

Net Promoter Score

Product Disclosure Statement

Public Governance, Performance and Accountability Act 2013
Papua New Guinea (Staffing Assistance) Act 1973
Papua New Guinea Scheme

Principles for Responsible Investment

Public Sector Superannuation Scheme
Superannuation Act 1990

Public Sector Superannuation accumulation plan
Superannuation Act 2005

Registrable Superannuation Entity

Registered Superannuation Entity licence
Superannuation Industry (Supervision) Act 1993
Total and permanent disability

Superannuation Act 1922
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Reporting Requirements

Table 47. Index of CSC’s annual reporting requirements

Requirements under Governance of Australian Government Superannuation Schemes Act 2011

Information on the performance of CSC’s functions in
relation to each superannuation scheme and each
superannuationfund administered by CSC (other than the
1922 Scheme, DFRB, DFRDB, DFSPB, ADF Cover and PNG)
during 2020-21 as set out in GAGSS Act.

Information on the general administration of the DFRDB

Act, the DFRB Act, the ADF Cover Act, the PNG Act and the
1922 Scheme Act during 2020-21 as set out in GAGSS Act.

Available on pages 72—-101.

Available on pages 96-101.

Information on the performance of CSC functions in relation Available on page 97.

to the DFSPB during 2020-21.

Financial statements in respect of the management of each  Available on pages 104-306.

superannuation fund administered by CSC in a form agreed

between the Minister and the CSC Board.

Requirements under Public Governance Performance and Accountability Rule 2014

Details of the legislation establishing CSC.

Available on page 6.

A summary of the objectives and functions of CSC as set out Available on page 7.

in the establishing legislation.

A summary of the purposes of CSC as included in CSC’s
corporate plan for the period.

The names and titles of persons holding the position of
responsible Minister or Ministers during 2020-21.

Any directions given to CSC by a Minister under an
Act/instrument during 2020-21.

Any government policy orders that applied in relation to
CSC under section 22 of the PGPA Act.

Explanation of non-compliance with a direction or
Government policy order (this requirement is intended to
assist readers to understand why a corporate
Commonwealth entity has acted in a particular way).
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Available on page 16.

Responsible Ministers during 2020-21 were:

Senator the Hon Mathias Cormann, Minister
for Finance

Senator the Hon Simon Birmingham,
Minister for Finance

Senator the Hon Linda Reynolds, Minister for
Defence

The Hon Peter Dutton, Minister for Defence
N/A — no directions were given during the
year.

N/A — no government policy orders applied
during the year.

N/A — no government policy orders applied
during the year.



Requirements under Public Governance Performance and Accountability Rule 2014

Annual performance statements for CSC for the period
in accordance with section 39(1)(b) of the PGPA Act
and section 16F of the PGPA Rule 2014.

A statement of any significant issue reported to the
responsible Minister under section 19(1)(e) of the PGPA
Act that relates to non- compliance with the finance law
in relation to CSC (an outline of the action taken to
remedy the non-compliance is also required).

Information on the accountable authority, or each member

of the accountable authority, of CSC in 2020-21, which
include the accountable authority/member’s name/s,
qualifications, experience, the number of meetings
attended and if a non-executive or executive member.

An outline of the organisational structure of CSC (including
any subsidiaries of CSC).

Statistics on CSC’s employees including statistics on full-
time employees, part-time employees, gender and staff
location.

An outline of the location (whether or not in Australia) of
major activities or facilities of CSC.

Information in relation to the main corporate governance
practices used by CSC in 2020-21.

CSC’s decision-making process if:

« the decision is to approve CSC paying for a good/
service from another Commonwealth entity/
company; or providing a grant to another
Commonwealth entity/company; and

¢ CSC and the other Commonwealth
entity/company are related entities; and

» the value of the transaction (or if there is more than
one transaction, the aggregate value of the
transactions) ismore than $10,000 (inclusive of GST).

If there is only one transaction, the value of that
transaction must be included.

If there is more than one transaction, the number of
transactions and the aggregate value of those transactions
is also required.

(Two Commonwealth entities are related if an individual is
a member/director of the board of both entities.)

Available on page 16.

N/A — no significant issue was reported to
the responsible Minister during the year
under this section.

Available on pages 28-38.

CSC organisational chart, page 43.

Available on pages 43-45.

CSC has two major office locations:
Canberra and Sydney.

Available on pages 40-42.

N/A — these circumstances did not apply to
CSC during the year.
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Requirements under Public Governance Performance and Accountability Rule 2014

Any significant activities and changes that affected the N/A — no significant activities during the
operations or structure of CSC during 2020-21. year.

Significant activities or changes may include:

* significant events such as forming or participating in the
formation of a company

» operational and financial results of the entity

» key changes to the entity’s state of affairs or principal
activities; and

* amendments to the entity’s enabling legislation and to
any other legislation directly relevant to its operation.

Requirements under Public Governance Performance and Accountability Rule 2014

Particulars of judicial decisions/administrative tribunals made The tax and super treatment of some
during the period that have had, or may have, a significant invalidity benefit payments has changed
impact on the operations of CSC. due to the Full Federal Court decision
in Commissioner of Taxation v Douglas
[2020] FCAFC 220.

Particulars of any report on CSC given in 2020-21 by the N/A
Auditor- General (other than a report under section 43 of the

PGPA Act which deals with the Auditor-General’s audit of

annual financial statements); or a Committee of either House,

or both Houses, of Parliament; or the Commonwealth

Ombudsman; or the Office of the Australian Information
Commissioner.

If the accountable authority has been unable to obtain N/A
information from a subsidiary of the entity required to be

included in the annual report — an explanation of the

information that was not obtained and the effect of not having

this information on the report.

Information about executive remuneration. Available on pages 46-50. See page 46
for information on CSC’s remuneration
policies and practices.

Details of any indemnity that applied in 2020-21 to the N/A = no indemnity was applied.
accountable authority, any member of the accountable

authority or officer of CSC against a liability (including premiums

paid, or agreed to be paid, for insurance against the authority,

member or officer’s liability for legal costs).

An index of where CSC’s mandatory annual reporting This report’s requirements table, see
requirements can be found within this annual report. page 314.
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Details of how CSC’s Annual Report (i.e., this report) was CSC’s Board approved the report

approved and when approval was given. on 29 September 2021. Other

. details are shown on page iii.
This report must be approved by the CSC Board or a member

of the Board and must be signed by a member of the Board).
A statement that the CSC Board is responsible for preparing

and giving the annual report to the responsible Minister in
accordance with section 46 of the PGPA Act is also required.

Requirements under Public Governance Performance and Accountability Rule 2014

CSC’s Annual Report must comply with the presentation and This requirement is met throughout the
printing standards required for documents which are to be report.
presented to Parliament.

CSC’s Annual Report must be presented in plain English and This requirement is met throughout the
clear design to accommodate the needs and interests of both report (a HTML report version will also
Parliament and other persons potentially interested in CSC’s be available on the CSC website in late
report (which in specific terms means this report must be 2020 so the report content is accessible
constructed in an accessible manner, with the information to people with a disability who are
presented in relevant, reliable, concise, understandable and interested in CSC'’s report).

balanced way, using appropriate headings and adequate
spacing, a glossary to define acronyms and technical terms, and
tables, graphs, charts and diagrams instead of text wherever
possible.

CSC Annual Report 2020-21 317



List of Requirements — corporate
Commonwealth entities

PGPA Rule
Reference

Part of Report

Description

Requirement

17BE

17BE(a)

17BE(b)(i)

17BE(b)(ii)

17BE(c)

17BE(d)

17BE(e)

17BE(f)

17BE(g)

Contents of annual report

About CSC

Our legislative objectives
and functions

Managing and investing our
funds

Senator the Hon Mathias
Cormann, Minister for
Finance; Senator the Hon
Simon Birmingham,
Minister for Finance;
Senator the Hon Linda
Reynolds, Minister for
Defence, the Hon Peter
Dutton, Minister for
Defence.

N/A — no directions were
given during the year.

N/A — no government
policy orders applied during
the year.

N/A — no government
policy orders applied during
the year.

CSC’s Annual Performance
Statements
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Details of the legislation establishing the
body.

A summary of the objects and functions
of the entity as set out in legislation.

The purposes of the entity as included in
the entity’s corporate plan for the
reporting period.

The names of the persons holding the
position of responsible Minister or
responsible Ministers during the
reporting period, and the titles of those
responsible Ministers.

Directions given to the entity by the
Minister under an Act or instrument
during the reporting period.

Any government policy order that applied
in relation to the entity during the
reporting period under section 22 of the
Act.

Particulars of non-compliance with:

(a) a direction given to the entity by the
Minister under an Act or instrument
during the reporting period; or

(b) a government policy order that
applied in relation to the entity during
the reporting period under section 22 of
the Act.

Annual performance statements in
accordance with paragraph 39(1)(b) of
the Act and section 16F of the rule.

Mandatory

Mandatory

Mandatory

Mandatory

If applicable,
mandatory

If applicable,
mandatory

If applicable,
mandatory

Mandatory



17BE(h),17BE(i)

17BE(j)

17BE(k)

17BE(ka)

17BE(l)

17BE(m)

17BE(n),17BE(o)

17BE(p)

N/A = no significant issue
was reported to the
responsible Minister during
the year under this section.

Our Board of Directors

Our organisational chart

Our human resources

CSC has two major office
locations: Canberra and
Sydney.

Our Governance

N/A — these circumstances
did not apply to CSC during
the year.

New CEO Damian Hill was
appointed in July 2020.

A statement of significant issues reported
to the Minister under paragraph 19(1)(e)
of the Act that relates to non-compliance
with finance law and action taken to
remedy non-compliance.

Information on the accountable
authority, or each member of the
accountable authority, of the entity
during the reporting period.

Outline of the organisational structure of
the entity (including any subsidiaries of
the entity).

Statistics on the entity’s employees on an
ongoing and non-ongoing basis, including
the following:

(a) statistics on full-time employees

(b) statistics on part-time employees

(c) statistics on gender

(d) statistics on staff location.

Outline of the location (whether or not in
Australia) of major activities or facilities
of the entity.

Information relating to the main
corporate governance practices used by
the entity during the reporting period.

For transactions with a related
Commonwealth entity or related
company where the value of the
transaction, or if there is more than one
transaction, the aggregate of those
transactions, is more than $10,000
(inclusive of GST):

(a) the decision-making process
undertaken by the accountable authority
to approve the entity paying for a good
or service from, or providing a grant to,
the related Commonwealth entity or
related company; and

(b) the value of the transaction, or if
there is more than one transaction, the
number of transactions and the
aggregate of value of the transactions.

Any significant activities and changes that
affected the operation or structure of the
entity during the reporting period.

If applicable,
mandatory

Mandatory

Mandatory

Mandatory

Mandatory

Mandatory

If applicable,
mandatory

If applicable,
mandatory
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17BE(q)

17BE(r)

17BE(s)

17BE(t)

17BE(taa)

17BE(ta)

The tax and super
treatment of some
invalidity benefit payments
has changed due to the Full
Federal Court decision

in Commissioner o
Taxation v Douglas [2020]
FCAFC 220.

N/A

N/A

N/A — no indemnity was
applied.

Board committees

Our staff remuneration
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Particulars of judicial decisions or
decisions of administrative tribunals that
may have a significant effect on the
operations of the entity.

Particulars of any reports on the entity
given by:

(a) the Auditor-General (other than a
report under section 43 of the Act); or

(b) a Parliamentary Committee; or
(c) the Commonwealth Ombudsman; or

(d) the Office of the Australian
Information Commissioner.

An explanation of information not
obtained from a subsidiary of the entity
and the effect of not having the
information on the annual report.

Details of any indemnity that applied
during the reporting period to the
accountable authority, any member of
the accountable authority or officer of
the entity against a liability (including
premiums paid, or agreed to be paid, for
insurance against the authority, member
or officer’s liability for legal costs).

The following information about the
Audit Committee for the entity:

(a) a direct electronic address of the
charter determining the functions of the
Audit Committee

(b) the name of each member of the
Audit Committee

(c) the qualifications, knowledge, skills or
experience of each member of the Audit
Committee

(d) information about each member’s
attendance at meetings of the Audit
Committee

(e) the remuneration of each member of
the Audit Committee.

Information about executive
remuneration.

If applicable,
mandatory

If applicable,
mandatory

If applicable,
mandatory

If applicable,
mandatory

Mandatory

Mandatory
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17BF Disclosure requirements for government business enterprises

17BF(1)(a)(i) N/A An assessment of significant changes in If applicable,
the entity’s overall financial structure and mandatory
financial conditions.

17BF(1)(a)(ii) N/A An assessment of any events or risks that  If applicable,
could cause financial information that is mandatory
reported not to be indicative of future
operations or financial conditions.

17BF(1)(b) N/A Information on dividends paid or If applicable,
recommended. mandatory

17BF(1)(c) N/A Details of any community service If applicable,
obligations the government business mandatory

enterprise has including:

(a) an outline of actions taken to fulfil
those obligations; and

(b) an assessment of the cost of fulfilling
those obligations.

17BF(2) N/A A statement regarding the exclusion of If applicable,
information on the grounds that the mandatory
information is commercially sensitive and
would be likely to result in unreasonable
commercial prejudice to the government
business enterprise.
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Index

A
ACTU see Australian Council of Trade
Unions
ADF see Australian Defence Force
ADF Super see Australian Defence Force
Superannuation Scheme
APRA see Australian Prudential Regulation
Authority
ASFA see Association of Superannuation
Funds of Australia
Association of Superannuation Funds of
Australia 11, 72
Australian Council of Trade Unions 28
Australian Defence Force Cover 94-95

administration 94

complaints 95

customers 94

invalidity classifications 94

legislation 95

overview 94
Australian Defence Force Superannuation
Scheme 7, 52, 91

administration 91

changes 13

complaints 93

customers 91

financial statements 186

investment options 60

investment performance 63

legislation 93

overview 91
Australian Prudential Regulation Authority
13,4042, 46

B

Barker, Ariane 30-31, 35-38, 48

Board see Commonwealth Superannuation
Corporation

C

Chair’s report 10
Commonwealth Superannuation
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Corporation
about CSC6
about CSC’s schemes 72
Australian Financial Services 40-41
Board 28—-38
Board committees 35-38
Board meeting attendance 35-37
Board members 30-34
Board remuneration 29, 46
Chair 10, 28, 30
Chair’s report 10
compliance 41
financial statements 104
licences 40
organisational chart 43
policies 40
purpose and vision 6
Registrable Superannuation Entity 40
regulation 40
Commonwealth Superannuation Scheme
73-76
administration 73
benefit payments 74
complaints 76
customers 73
financial statements 248
investment options 60
investment performance 61
legislation 76
overview 73
Consumer Price Index 84
Cross, Patricia see Chair under
Commonwealth Superannuation
Corporation

CSC see Commonwealth Superannuation
Corporation
CSCri 89-90

admin 89

complaints 90

customers 89

investment options 60

investment performance 63



CSS see Commonwealth Superannuation
Scheme

Customer satisfaction 67

D

Defence Force Retirement & Death
Benefits 7, 52, 81-82, 97-100, 308, 314
Defence Forces Retirement Benefits 7, 52,
97-98, 308, 314

Defence Force (Superannuation)
(Productivity Benefit) 7, 97, 314

DFRB see Defence Forces Retirement
Benefits DFRDB see Defence Force
Retirement & Death Benefits

DFSPB see Defence Force(Superannuation)
(Productivity Benefit)

Donnelly, Melissa 31-32, 35, 37, 48

E
Ellison, the Hon. Chris 31, 35, 37-38, 48
Environmental, social and governance
factors (ESG) 11-12, 18, 21, 56, 58
Montreal Carbon Pledge 58
Principles for Responsible Investment 58

G
Glossary 310
Guideway Financial Services 25, 66, 68

H
Hounsell, Garry iii, 15, 32, 35-37, 48
Human resources 43—-45

J
Joint Transition Authority 13

L

Legislation iv, 6, 12, 28-29, 40-41, 46, 72,

76, 80, 84, 88, 93, 95-96, 100-101
Australian Defence Force Cover Act 2015
7,95
Corporations Act 2001 29, 40, 72
Governance of Australian Government
Superannuation Schemes Act 2011 iii, 6,
40, 314
Military Superannuation and Benefits Act

19917,81,84
Papua New Guinea (Staffing Assistance)
Act 1973 7,101
Public Governance, Performance and
Accountability Act 2013 iii, 16
Superannuation Act 1922 7
Superannuation Act 1976 6, 76
Superannuation Act 1990 7
Superannuation Act 2005 7

Letter of Transmittal iii

M
Member outcomes 42
Mercer Administration ii, 24
MilitarySuper see Military Superannuation
and Benefits Scheme
Military Superannuation and Benefits
Scheme 81-84
administration 82
benefits 82
complaints 84
customers 81
financial statements 278
investment options 60
investment performance 62
legislation 84
overview 81
Minister for Finance iii, 6, 28, 314, 318

N

Needham, Air Vice-Marshal Tony 32-33,
35,37-38, 48

P
Papua New Guinea Superannuation Fund 7,
101

administration 101

benefits 101

legislation 101

membership 101

overview 101
PNG see Papua New Guinea
Superannuation Fund
PSS see Public Sector Superannuation
Scheme PSSap see Public Sector
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Superannuation accumulation plan
Public Sector Superannuation accumulation
plan 7, 85—88
administration 85
benefits 87
changes 13
complaints 88
customers 85
financial statements 154
investment options 60
investment performance 62
legislation 88
overview 85
Public Sector Superannuation Scheme 7,
77-80
administration 77
benefits 78
complaints 80
customers 77
financial statements 218
investment options 60
investment performance 61
legislation 80
overview 77
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Reporting Requirements 314-321

S
Schemes 72-1-1
administration 73, 77, 82, 85, 91, 94, 98,
101
complaints 76, 80, 84, 88, 90, 93, 95, 100
customer satisfaction 25
investment performance 4, 10, 17, 19-22,
52,61-63
overviews 73, 77, 81, 85, 91, 94, 96, 97,
101
scheme legislation and Trust Deeds 76,
80, 84, 88, 93, 95, 96, 100, 101
services see members
Staib, AM, CSC, Air Vice-Marshal Margaret
3335-36, 48

\"
Vertigan, Dr Michael John 15, 34-37, 48

w
Waters, Alistair 34-36, 38, 48
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