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Important note about this Annual Report 

This document was prepared on 1 November 2012 by Commonwealth Superannuation Corporation (CSC).

Any financial product advice in this document is general advice only and has been prepared without taking 
account of your personal objectives, financial situation or needs. Before acting on any such general advice, you 
should consider the appropriateness of the advice, having regard to your own objectives, financial situation or 
needs. You may wish to consult a licensed financial advisor.

Commonwealth Superannuation Corporation (CSC) ABN: 48 882 817 243 AFSL: 238069 RSEL: L0001397

Trustee of the Commonwealth Superannuation Scheme (CSS) ABN: 19 415 776 361 RSE: R1004649
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Chairman’s report

2011/12 was CSC’s first year as trustee of the Australian 
Government’s nine superannuation schemes for public sector 
employees and Australian Defence Force personnel. 

The objective of implementing the merger of the ARIA and the 
military (MSB) Schemes in accordance with the legislation passed by 
Parliament in June 2011 has been completed. A new board was 
established to replace the previous ARIA and MSB boards.  

Significant achievements in 2011/12 included:

 > a smooth transition of responsibilities to the new Board

 > the establishment of Board Committees, including an Audit and 
Risk Management Committee and an HR Committee

 > an equitable integration of the Military Super assets with those of 
the ARIA funds into one pooled investment trust

 > the transfer of the custody of all ARIA and MSF assets now 
managed by CSC to a new custodian, Northern Trust

 > the appointment of Peter Carrigy-Ryan as the inaugural Chief 
Executive Officer of CSC 

 > continuing work on superannuation reforms, including 
preparation of a MySuper product

 > working with our scheme administrators on implementation of 
the government’s decision to transition PSSap administration 
from ComSuper to Pillar Administration

 > preparing for the introduction of pension and salary sacrifice 
enhancements to the CSS.

All of these ‘merger’ and other targets were achieved within the first 
twelve months, with minimum disruption to everyday business 
activities.  

The CSC board of directors has a depth of skill, knowledge and 
experience that has underpinned this year of achievement. The 
commitment and contribution from all directors in 2011/12 has been 
outstanding. It is a privilege to work with such capable people.  
I acknowledge and thank CSC employees for their hard work and 
dedication during this year of change. Our major service providers, 
including custodians, fund managers and scheme administrators, 
have made a valuable contribution.

CSC now manages and invests approximately $25 billion in super on 
behalf of more than 600,000 members and pensioners. We expect 
that the scale created by the merger will enable CSC to improve 
long-term investment performance, reduce cost, strengthen already 
strong governance practices, and enhance services to members. 

CSC operates in an increasingly sophisticated, regulated and 
competitive superannuation market. To meet these challenges, the 
Board has embarked on a major planning exercise, the results of 
which will define our key success targets and govern our priorities. 
Amongst other activities, the Board is reviewing CSC’s investment 
and member service offerings, and all governance policies and 
practices, with the aim of achieving the highest possible standards.

Tony Hyams AM, Chairman 
Commonwealth Superannuation Corporation

I am pleased to present Commonwealth Superannuation 
Corporation’s (CSC) Annual Report to CSS members for  
the year ending 30 June 2012.
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New products for CSS members
As mentioned in the Chairman’s report, we will be working on 
changes to the CSS to enable members to make salary sacrifice 
contributions into the PSSap and the ability to purchase an allocated 
pension from the PSSap.

Changes to superannuation in the Federal 
Budget 2012
The following changes were announced in the 2012/13 Budget 
delivered by the Treasurer, The Hon. Wayne Swan.

Higher tax for very high income earners
From 1 July 2012, individuals with an income greater than $300,000 
will effectively be paying tax on their concessional superannuation 
contributions at 30% rather than the current 15%. The definition of 
‘income’ for the purpose of this measure will include taxable 
income, concessional superannuation contributions, adjusted fringe 
benefits, total net investment loss, target foreign income, tax-free 
government pensions and benefits (less child support). We will 
provide further information on the CSS website when it becomes 
available.

What’s happening

Contribution caps have changed
From 1 July 2012, the concessional contribution cap for all 
Australians will be $25,000 per annum. For CSS members, this 
includes employer productivity contributions (generally 3%) made 
on your behalf and any contributions made via salary sacrifice. 
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Unlike most Australian super 
schemes, your super is part defined 
benefit and part accumulation. For 
contributing members (if you leave as 
an age-retiree), your CPI-indexed 
pension isn’t affected by the fund’s 
investment performance.

Your super in focus

CSS members benefit from super mix
For CSS members, your benefit is comprised of:

Your membership component
This is made up of your basic contributions (5% or 0% of your 
salary) and your supplementary contributions (any contributions 
above your basic contributions), and includes any fund earnings on 
them (positive or negative).

Your productivity component
This is made up of your fortnightly employer contributions as well 
as any fund earnings on them (positive or negative). 

Employer-financed component
This is a defined amount financed by your employer, which you 
receive as an indexed pension when you leave the workforce.

Additional amounts
Any additional amounts you’ve transferred in from other super 
funds and any government super co-contributions, plus ongoing 
fund earnings (positive or negative) on them.
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Why your contributions are important
If you’re a CSS contributing member, one of the most important 
choices you need to make is deciding the rate at which you’re  
going to contribute. For many people, this mostly affects the 
accumulation part of their super, but for some members it will also 
affect the pension benefit that they’re entitled to. Before you decide 
to stop contributing, you should seek professional advice from an 
experienced financial advisor.

To find out more, read the Contributions fact sheet at 
www.css.gov.au

How the CSS benefits you
As a member of the CSS, you get:

 > a high-value employer benefit, well above the government’s  
9% Superannuation Guarantee

 > no administration fees – your employer covers these costs

 > the option of changing your contribution rate at any time, to  
suit your financial needs

 > automatic death and invalidity cover at no extra cost

 > a choice between two different investment options – the Default 
Fund or the Cash Investment Option

 > a range of flexible retirement options, including a CPI-indexed 
pension for life.

Eligible rollover fund
If your super becomes payable as a lump sum and we don’t receive 
instructions on how you’d like your claim paid within 90 days of 
you stopping work, it can be paid into an eligible rollover fund. 
CSC’s nominated fund is:

AUSfund 
PO Box 2468 
Kent Town SA 5071 
Phone: 1300 361 798

If your benefit has been transferred, you must claim it from the 
rollover fund, and you’ll be subject to AUSfund’s terms and 
conditions.

www.css.gov.au
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The CSS investment strategy is based on 
four key principles, which are explained 
in more detail below. 
1. Taking a global view
Investing only in Australia can limit potential returns, so CSC also 
searches for investment opportunities in both established and 
emerging international markets.

2. Long term versus short term
We focus on acquiring assets that can sustainably deliver returns 
to members over the long term. We seek to exploit shorter-term 
pricing opportunities to enter or exit our investment strategies, 
and we are aware of the desirability of reducing short-term 
volatility, where possible.

3. Diversification
Where fund investment constraints permit, we invest your super 
across different asset classes to reduce concentration of risk in any 
one theme.

4. Best-practice due diligence and manager selection
We focus on identifying asset managers with the skills to 
understand asset market fundamentals, price risk appropriately,  
and generate consistent risk-adjusted returns.

Investments

2011/12 investment performance summary
In the 2011/12 financial year, the CSS Default Fund option posted a 
net return of 2.7%. The fund’s diversified exposures to real assets, 
active strategies and fixed income preserved capital in an environment 
of flat to falling listed equity markets. This return represented first 
quartile performance versus peer superannuation funds over the 
financial year.  

Weaker global demand, continued default risk in Europe, and 
particular concerns about low Chinese demand for Australia’s raw 
materials, drove declines in listed equity markets around the world. 
The listed Australian equity market fell by 7%; international 
developed-world markets fell 1.5% (on a hedged basis), with significant 
dispersion in country performance; and emerging-region equity 
indices fell by over 12%.  

These same factors contributed to capital gains on yield assets. CSC 
holds Australian government bonds, which returned 13% over the 
financial year; corporate credit, which returned 12% and unlisted 
property, which rose 8.8%. CSC’s active investment strategies returned 
between 5% and 16% over the same period.  These gains helped to 
offset the material drag from listed equity markets. 

The CSS Default Fund achieved an average net return of 6.5% per 
annum over the past three years, and 3.9% per annum over the past 
seven years. 

The CSS Cash Investment Option posted a net return of 3.9% for the 
2011/12 financial year. This is in line with its target net return 
objectives, once the impact of tax on returns is taken into account. 

The CSS Default Fund posted a net 
return of 2.7% for the 2011/12 
financial year. 
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The CSS Default Fund achieved an average net return of 0.4% per 
annum over the past five years, and 3.9% per annum over the past 
seven years. 

The CSS Cash Investment Option posted a net return of 3.9% for 
the 2011/12 financial year. This is in line with its target net return 
objectives once the impact of tax on returns is taken into account.

Investment option performance summary

Investment  
option

1 year to  
30 June 2012

5 years to  
30 June 2012

10 years to  
30 June 2012

CSS Default Fund 2.7% 0.4% 5.8%

Cash Investment 
Option 3.9% 4.4% N/A

All returns are calculated as the compound average rate of earnings after fees and 
taxes. Be aware that long-term performance figures outlined above are for the 
investment options as a whole, and are not your personalised investment returns  
in CSS.

CSS 10-year performance comparison

The chart above shows how $50,000 invested in the CSS has grown in the Default 
Fund over the past ten years (including tax), compared with how it would have grown if 
invested in a low-risk asset class like bank bills or cash (including tax).

Remember, super is a long-term investment, and past performance is no indication of 
future performance – investment markets are volatile, and it is not possible to predict 
when they will go up or down, or how quickly this will happen.

CSS DB Performance

UBSA Bank Bill

CPI
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Before you change
Take the time to understand your options, taking your personal 
objectives, financial situation and needs into account. See 
Investment option performance on page 12 where you’ll find 
information on the investment objectives, strategies, investor 
suitability, investment timeframes and risk levels for both CSS 
investment options. In addition to reviewing this information, 
you may wish to consider:

1.  What is your investment timeframe? How long do you plan 
to invest your money before withdrawing it for retirement?

2.  What level of investment earnings are you hoping for? If 
you’re looking for a higher return, you will need to be willing 
to accept a greater degree of volatility.

3.  What level of risk are you willing to tolerate? Different 
investment options carry different levels of risk, and you will 
need to decide which level you are comfortable with. 

If you have not made a choice, your super will be invested in the 
Default Fund. The Cash Investment Option is an alternative to 
this, and provides an opportunity to hold a less volatile 
investment.

You are entitled to two switches in each calendar year. If you 
decide that you would like to change your investment strategy, 
you can download the applicable Transfer (switch) form available 
on the CSS website at www.css.gov.au or call us on 1300 000 277.

The CSS Product Disclosure Statement available on our website 
outlines further information on the investment options and the 
risk measures used to describe these options. You may also wish to 
get advice from a licensed financial advisor.

Changing investment strategies:  
making the right choice
You can choose how your super is invested. You can choose to 
switch the taxed accumulation components of your super to the 
Cash Investment Option or the Default Fund.

www.css.gov.au
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CSC works with leading investment 
managers to make sure that your super is 
well managed.
Our policy on derivatives
Investment managers who enter into an investment management 
agreement with CSC may use derivative securities (known as 
derivatives) to facilitate increases or decreases in the fund’s exposure 
to different investment markets. Derivatives are financial 
instruments whose value changes in response to the changes in 
underlying variables. Examples include futures, options and forward 
exchange contracts.

Derivatives within investment mandates are mainly used to reduce 
risk for you. Our investment managers are not permitted to use 
derivative securities for gearing the fund or any part of the fund, or 
for placing the fund in a position where it is short an asset class.

The investment mandates we grant to our investment managers, 
allowing them to use derivatives, reflect the policy for the fund as a 
whole. If CSC’s investment managers are permitted to use derivative 
securities, the limits will be clearly set out in the mandate. CSC’s 
internal investment team (and custodian) monitor whether 
derivative use is consistent with CSC’s policy.

If you would like more information about our derivatives policy, call 
CSC on 02 6263 6999.

CSS Default Fund investment managers 2011/12:
 > Alleron Investment Management Limited
 > Anchorage Capital Offshore Fund Limited
 > Arcadia Funds Management Limited
 > Aurora Investment Management LLC
 > Balanced Equity Management Pty Limited 
 > Bridgewater Associates, Inc
 > Brigade Leveraged Capital Structures Offshore
 > Colchester Global Investors Limited
 > Dexus Property Group Limited
 > Eureka Funds Management Company
 > GMO Australia Limited
 > Graham Global Investment Fund Limited
 > Gruss Global Investors Limited
 > Integrity Investment Management Limited
 > JCP Investment Partners Limited
 > Lend Lease Real Estate Investments Limited
 > Loomis Sayles & Company LP
 > Luxor Capital Partners Offshore Limited
 > Macquarie Investment Management Limited
 > Marathon Asset Management Limited 
 > Marvin & Palmer Associates Inc

Investment managers

...cont
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 > Orbis Investment Management Limited 
 > Paradice Investment Management Limited
 > Pharo Macro Fund Limited
 > PIMCO Australia Pty Ltd
 > Platinum Asset Management
 > Rogge Global Partners PLC
 > Schroder Investment Management Australia Limited
 > Solaris Investment Management Limited
 > State Street Global Advisors Limited 
 > Steadfast International Limited
 > Stone Harbor International Partners LP
 > Vanguard Investments Australia Limited
 > Wellington International Management Company Pte Limited 
 > Winton Futures Fund Limited

CSS Cash Investment Option manager
 > Macquarie Investment Management Limited
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Investment option 
performance

CSS Default fund
Investment objectives
The CSS Default Fund’s key investment objective is to maximise the 
long-term real return within certain risk constraints. Whilst the 
future investment climate cannot be predicted, CSC is constantly 
monitoring its asset allocation and the global economic 
environment in which your money is invested.

To manage the level of short-term volatility of returns and maintain 
appropriate levels of liquidity in the fund, the target asset allocation 
to illiquid assets is limited to around 25% of the Default Fund’s 
investments, with a rebalancing range of ± 10% around that target. 

Currently, a significant portion of the fund’s assets is invested in 
shares, with the remainder invested in bonds, property, cash and 
alternative investments, such as market-neutral strategies and private 
equity. 

Default Fund asset allocation

Asset allocation As 30 June 2011 As 30 June 2012

Australian equity 26.5% 23.0%

International equity 28.5% 28.6%

Long/short equity funds 1.9% 0.0%

Real assets 12.7% 14.6%

Alternatives 13.9% 16.0%

Fixed income 11.6% 14.0%

Cash 4.9% 3.8%

Default Fund

Funds under management Fund performance

30/6/11 
$m

30/6/12 
$m

1 year 
% p.a.

3 year  
% p.a.

5 year 
% p.a.

4,330.9 3,658.8 2.7% 6.5% 0.4%

All performance information is to 30 June 2012 (after tax and fees).

Note: All returns are calculated as the compound average rate of earnings after fees and 
taxes. Be aware that long-term performance figures outlined above are for the investment 
option as a whole, and are not your personalised investment returns in CSS.
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CSC determines an earning rate for the CSS Default Fund every 
business day, and earnings are allocated to members’ accounts 
monthly. The daily rates are used to calculate entitlements for 
members exiting the CSS prior to a month end.  

For more information about our investment performance, see the 
Investment & performance section of our CSS website at 
www.css.gov.au 

Default Fund earning rates
Over the five years ending 30 June 2012, the compound average rate 
of earnings (after tax and fees) for the CSS Default Fund is 0.4%  
per annum.

Year
Earning rate 

(after tax and fees) Inflation rate

2007/08 –1.6% 4.5%

2008/09 –14.3% 1.5%

2009/10 9.3% 3.1%

2010/11 7.5% 3.6%

2011/12 2.7% 1.2%

www.css.gov.au
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CSC determines an earning rate for the CSS Cash Investment 
Option every business day, and earnings are allocated to members’ 
accounts monthly. The daily rates are used to calculate entitlements 
for members exiting the CSS prior to a month end. 

For more information about our investment performance, see the 
Investment & performance section of our CSS website at 
www.css.gov.au

Cash Investment Option earning rates
Over the five years ending 30 June 2012, the compound average rate 
of earnings (after tax and fees) for the CSS Cash Investment Option 
is 4.4% per annum. 

Year
Earning rate 

(after tax and fees) Inflation rate

2007/08 6.1% 4.5%

2008/09 4.6% 1.5%

2009/10 3.2% 3.1%

2010/11 4.2% 3.6%

2011/12 3.9% 1.2%

Cash Investment Option
Investment objectives
The CSS Cash Investment Option’s key investment objective is to 
preserve its capital and earn a pre-tax return close to that of the 
UBSA Bank Bill Index, by investing 100% in Cash assets.

The CSS Cash Investment Option invests in cash (deposits with a 
bank), Australian-dollar-denominated money market securities 
(such as bank bills and promissory notes) that are issued or 
guaranteed by a government, bank or corporate entity. These 
securities must have a minimum credit rating of A1 (or its floating 
rate equivalent) for short-term securities, and a minimum credit 
rating of A- for long-term securities. Standard & Poor’s (or the 
equivalent from Moody’s or Fitch, if no Standard & Poor’s rating is 
available) determines these ratings. Interest rate futures, swaps and 
re–purchase agreements are also investible securities in this sector.

Cash Investment Option asset allocation

Asset allocation As 30 June 2011 As 30 June 2012

Cash       100%        100%

Cash Investment Option

Funds under management Fund performance

30/6/11 
$m

30/6/12 
$m

1 year 
% p.a.

3 year  
% p.a.

5 year 
% p.a.

245.7 540.4 3.9% 3.8% 4.4%

All performance information is to 30 June 2012 (after tax and fees).

Note: All returns are calculated as the compound average rate of earnings after fees 
and taxes. Be aware that long-term performance figures outlined above are for the 
investment option as a whole, and are not your personalised investment returns in CSS.

www.css.gov.au
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Your directors in 2011/12

Full biographies for each of the directors can be found at 
www.csc.gov.au 

For more information on director appointments, 
terminations, responsibilities, risk management and 
corporate responsibility, visit www.csc.gov.au 

Our directors manage the CSS and invest the funds in 
accordance with the law and relevant regulatory 
requirements. All directors are appointed in writing by 
the Minister for Finance and Deregulation.

CSC and individual directors are covered by indemnity 
insurance to protect themselves and the CSS from losses 
arising from certain claims against them. To date, there 
has never been a claim against CSC or a director that has 
resulted in the loss of members’ monies, nor have any 
regulatory penalties been imposed.

1. Tony Hyams AM, Chairman (Independent), App. 1/7/11 to 30/6/14.
2. Tony Cole AO, Director, App. 1/7/11 to 30/6/13.
3. General Peter Cosgrove, AC, MC, CNZM, Director, (CDF nominated), App. 1/7/11 to 30/6/14
4. Peter Feltham, Director, (ACTU nominated), App. 1/7/11 to 30/6/15.
5. Nadine Flood, Director, (ACTU nominated), App. 1/7/11 to 30/6/14.
6. Lyn Gearing, Director, App. 13/9/11 to 12/9/13.

7. Peggy Haines, Director, App. 1/7/11 to 30/6/14.
8. Winsome Hall, Director, (ACTU nominated), App. 1/7/11 to 30/6/13.
9. John McCullagh, Director, (CDF nominated), App. 1/7/11 to 30/6/13.
10. Gabriel Szondy, Director, App. 1/7/11 to 30/6/14.
11. Dr Michael John Vertigan AC, Director, App. 1/7/11 to 30/6/13.

1.

5.

9.

2.

6.

10.

3.

7.

11.

4.

8.

www.csc.gov.au
www.csc.gov.au
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CSS unaudited financial statements for 2011/12

Financial statements

Operating Statement for the year ended 30 June 2012 $ million

Value of Fund as at 1 July 2011 4,598.4 

Inflows  

Changes in market value of investments 82.9

Other income 2.0 

Employee contributions 90.7 

Employer contributions 32.9 

Government co-contributions 0.5

Appropriation from Consolidated Revenue Fund 3,397.7 

Outflows1  

Benefits paid (4,029.2)

Transfers to Public Sector Superannuation Scheme (0.6)

Income tax expense (5.2)

Value of the Fund as at 30 June 2012 4,170.1

Assets and liabilities as at 30 June 2012

Investments2 4,176.9 

Cash at bank 50.1 

Amounts to be appropriated from Consolidated  
Revenue Fund 1.0 

Other receivables 0.2 

Benefits payable (52.4)

Other payables (0.6)

Provision for tax (5.1)

Net assets as at 30 June 2012 4,170.1

1.  The expenses of the CSS are met in the ARIA Investments Trust (AIT), and 
accordingly, no administration or investment expenses appear here. 

2.  The value of investments shown above reconciles with the Total Fund values shown 
on pages 12 and 14 as follows:

$ million

Default Fund 3,658.8

Cash Investment Option 540.4 

Total Fund 4,199.2 

Add/(less)

Valuation difference due to timing (22.3)

Total 4,176.9 

Notes:

The assets of the CSS are invested in the ARIA Investments Trust (AIT), where they are 
pooled with the investments of the other CSC managed funds – the Public Sector 
Superannuation (PSS), the Public Sector Superannuation accumulation plan (PSSap) 
and the Military Superannuation Benefit Scheme (MSBS) – in order to deliver a 
cost-efficient investment process. The AIT invests in multiple specialist investment 
funds and portfolios.

The AIT receives income such as dividends, interest, trust distributions and gains and 
losses on sales, and incurs administration and management expenses, including 
expenses that would otherwise be incurred by the CSS. 

The operating surplus or deficit generated by the AIT is reflected in daily unit prices 
provided by the AIT for its unitholders, including the CSS, and daily earning rates based 
on the unit prices are published on the CSS website. If you would like to see a copy of 
the CSS audited financial statements for this year and the reports from the auditor, 
please refer to our Annual Report to Parliament (which is published and tabled in the 
Parliament in October) at www.csc.gov.au, send an email to members@css.gov.au, 
call us on 1300 000 277 or write to CSS, GPO Box 2252, Canberra ACT 2601.

www.csc.gov.au
mailto:members%40css.gov.au?subject=
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Contact CSS

For all the information you need to make 
smart choices about your super, visit  
www.css.gov.au

On our website you’ll find:

 > our Product Disclosure Statement

 > a handy glossary of terms

 > forms and publications to change your investments or learn more 
about your options

 > news and information

 > dates and locations for CSC’s free At Work for You superannuation 
seminars

 > Member Services Online, where you can:

– use the CSS i-Estimator online calculator to estimate your benefit
– update your address and contact details
–  sign up to receive your full Member Statement online
–  view and download your Member Statement
–  pay surcharge and leave-without-pay contributions via BPAY.

To access Member Services Online, you will need a secure  
access number. 

If you have lost or forgotten your access number, you can re-set it 
through the Member Services Online login page. If you need 
help to do this, please don’t hesitate to contact us. 

Web:  www.css.gov.au

Email:  members@css.gov.au

Tel:  1300 000 277

TTY:  02 6272 9827

Fax:  02 6272 9612

Post:   CSS Member Services 
GPO Box 2252  
Canberra ACT 2601

If you would like more information about your fund’s investments 
and governance, you can also contact CSC in one of the following 
ways:

Web:  www.csc.gov.au

Email:  secretary@csc.gov.au

Tel:  02 6263 6999

Fax:  02 6263 6900

Post:   CSC 
GPO Box 1907 
Canberra ACT 2601

C
O

M
S 

33
60

5

www.css.gov.au
www.css.gov.au
mailto:members%40css.gov.au?subject=
www.csc.gov.au
mailto:secretary%40csc.gov.au?subject=More%20information
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