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“ There will be both challenges and
opportunities in the years ahead
in what is a fundamentally changed
investment landscape. We need to
continue filtering the noise and staying
focused on achieving our mandates
and delivering on our purpose.”
Hon Peter Costello AC
Chairman of the Future Fund Board of Guardians
Accountable Authority of the Future Fund Management Agency
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Future Fund Management Agency
2022–23 Corporate Plan
Effective 1 July 2022 for the period of
four financial years ending 30 June 2026

Introduction
I, Peter Costello, as Accountable Authority of the Future Fund
Management Agency, present the 2022–23 Corporate Plan,
which covers the four-year period until 30 June 2026, as
required under paragraph 35(1)(b) of the Public Governance,
Performance and Accountability Act 2013.
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01
Purpose of the Future Fund
Management Agency

The Future Fund Management Agency (‘Agency’) was established under
Division 2 of Part 5 of the Future Fund Act 2006 (‘Future Fund Act’).
The Agency’s role is to support the Future Fund Board of Guardians
(‘Board’) which has responsibility for investing the assets of six special
purpose public funds.
Our purpose
Why we exist
The Future Fund is Australia’s sovereign wealth fund.
We invest for the benefit of future generations of Australians.

Our mission
What we do and for whom
We are focused on delivering high risk-adjusted returns over
the long term on contributions to special purpose public funds.
We do this on behalf of the Australian Government, for the benefit
of the Australian people.

$

$

Our funds
The funds we manage
The Future Fund
The Medical Research Future Fund
The Aboriginal and Torres Strait Islander Land and Sea Future Fund
The Future Drought Fund
The Emergency Response Fund

Future Fund 2022–23 Corporate Plan

The DisabilityCare Australia Fund
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Our purpose

Our mission

Our funds

Operating in close alignment with the Board, the
Agency has a clearly defined purpose which has
been in place since our inception: we invest for
the benefit of future generations of Australians.

Our mission is to deliver strong risk-adjusted
returns over the long term. Every dollar we
make is a dollar that adds to Australia’s
wealth and contributes to its future.

Each of the six current funds has an Investment
Mandate that is determined by the Australian
Government under legislation.

— The Emergency Response Fund (ERF)

— The Future Fund was established in

— The DisabilityCare Australia Fund (DCAF)

Everything we do is aligned to achieving this
purpose. Together with the relevant legislation
and Investment Mandate Direction for each
of the six funds for which we are responsible,
our purpose provides a focus for our people,
their efforts, and our immediate and long-term
resourcing and priorities.

The Agency supports the Board in maximising
investment returns for the Commonwealth
Government, net of costs, consistent with
its Investment Mandates.

The Agency pursues its purpose by supporting
the Board and implementing the following
functions as described under the Future Fund
Act 2006:

— Making such arrangements as are necessary
to give effect to the decisions of the Board

— Providing administrative services to the Board
— Providing information to the Board
— Advising the Board about the performance
of any of the Board’s functions

— Making resources and facilities

(including meeting facilities, communication
facilities, secretariat services and clerical
assistance) available to the Board

— Undertaking such other functions
as are conferred on the Agency
by the Future Fund Act

— Doing anything incidental to or conducive
to the performance of any of the above
functions.

The Future Fund has not received further
financial contributions from Government
since inception.
At 30 June 2022, the Board had added
$134 billion to the original $60.5 billion
of contributions made into the Future
Fund at inception.
At 30 June 2022, the other five funds under
management collectively total $48 billion.
The Board reviews and approves the
Agency’s business strategy, associated budget,
and resourcing arrangements annually.
This Corporate Plan reflects the business
strategy approved by the Board.

April 2006 to strengthen the Australian
Government’s long-term financial position.

— The Medical Research Future Fund (MRFF)

is an ongoing funding source established
in August 2015 to improve the health and
wellbeing of Australians by providing grants
of financial assistance to support medical
research and medical innovation.
The MRFF aims to transform health
and medical research and innovation
to improve lives, build the economy and
contribute to health system sustainability.

— The Aboriginal and Torres Strait Islander

Land and Sea Future Fund (ATSILS Fund)
was established in February 2019 to enhance
the Commonwealth’s ability to make payments
to the Indigenous Land and Sea Corporation
(ILSC). The ILSC’s purpose is to assist
Aboriginal and Torres Strait Islander
peoples to acquire and manage land,
water, and water-related rights in order
to attain economic, environmental, social,
or cultural benefits.

was established in December 2019 to support
communities impacted by natural disasters.
was established in July 2014 to help fund the
National Disability Insurance Scheme (NDIS),
which supports a better life for Australians
with a significant and permanent disability,
and their families and carers. The DCAF
reimburses States, Territories and the
Commonwealth for expenditure incurred
in relation to the NDIS.

Operating independently from the Government,
the Board tailors the management of each fund
to its unique mandate while delivering efficiency
through a common infrastructure.
Risk and return objectives for each fund are
set by Investment Mandate Directions issued
to the Board by the Treasurer and the Minister
for Finance.
The Agency has no role in determining the
projects and initiatives that are supported
by any of the funds, or in allocating funding
to specific areas. That role sits with
the Australian Government.

— The Future Drought Fund (FDF) was

established in September 2019 to provide
secure, continuous funding to support
initiatives that enhance the drought resilience
of Australian farms and communities.

In performing our functions, the Agency
must act in accordance with any policies
determined by, and any directions given
by, the Board.
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In the case of the Future Fund, these returns
help to strengthen the Commonwealth’s longterm financial position, while generating returns
in respect of the other portfolios helps to meet
the Government’s commitments associated
with them as set out in the applicable legislation.
01 Purpose
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The objective of all of the Agency’s work is
to deliver strong risk-adjusted returns on the
special purpose public funds which the Board is
responsible for investing, in line with the relevant
Investment Mandate Directions issued by the
responsible Ministers for each of the funds.
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02
Key activities

The Agency’s primary activity is to support the Board in
generating investment returns on special purpose public
asset funds, while appropriately managing risk.
The Agency does this by designing,
implementing, and managing the investment
portfolio in alignment with the Investment
Mandate Direction for each fund. This work
includes constructing a global diversified
portfolio with exposures across asset classes
such as listed equities, private equity, debt
securities, alternatives, property, infrastructure
and timberland, and tailoring asset class
exposures for each individual fund.
In accordance with the legislation, the Agency
works with external investment managers to
secure the desired investment exposures across
the portfolio, and closely monitors and manages
those exposures and the external managers.
Alongside this, the Agency has in place
appropriate investment and operational risk
management arrangements, and provides
supporting corporate services and functions.
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The external investment environment
is increasingly challenging.
A great deal of uncertainty surrounds the
investment outlook, and we will need to work
harder in future years in seeking to meet
our mandates. We believe that the world
has changed and that we too need to change
in order to successfully maintain our
investment performance.
We have to continue our focus on delivering
our new investment strategy, while also
focusing on risk and reputation management,
and our stakeholders.
We will make the necessary investment in
uplifting our technology, data, and analytics
capabilities to give us better insight into
our portfolio and exposures to enable us
to deliver the investment strategies we believe
are required in this external environment.
We also need to ensure a diverse and inclusive
workforce that can challenge ideas respectfully,
encourage curiosity and creativity, and support
one another in order to be able to understand
the changes in the world and to adapt our
thinking accordingly.

02 Key activities
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Since its inception in 2006, the organisation’s
funds under management have grown
to over $242 billion as at 30 June 2022.

Business strategy
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Our business strategy
Purpose

$

%

Four focus areas
The Agency’s current business strategy centres on four focus areas
that are pivotal in enabling the organisation to deliver on its purpose
in the years ahead.

Investing for the benefit
of future generations
of Australians

Values

01 Refresh the investment model

Focus on
what matters

Do the
right thing

One Team
One Purpose

Work together

Investment
Performance
is Our Focus

The Future Fund Way

Our existing investment model was established within a very
different investment landscape over a decade ago when the Board
was responsible for the investment of one fund.
The ultimate priority for the Agency is strong, long-term investment performance.
Recognising the challenge of the pandemic as an opportunity, the Agency undertook
an in-depth review of our investment foundations and strategy to better understand
the paradigm shifts around the world and their impacts on the portfolio.
The results of this review were tabled in a position paper published in September
2021 called A New Investment Order.
The conclusion was that significant changes that were underway in the world
were catalysed or accelerated by the COVID-19 pandemic. The investment thinking
that once delivered strong returns over recent decades needed to be revisited.
A new approach that tests long-held assumptions and questions the conventional
wisdom that has guided institutional investors over recent decades was needed.

Collaborate

Facilitate

Innovate

Deliberate

Inclusion

Since the paper was published, many of these shifts have occurred concurrently
and faster than expected, resulting in the Agency making some changes across
the portfolio to be better positioned for a volatile and uncertain future
characterised by higher inflation and lower returns.

Planned activities:

— Continue to deliver the new investment strategy

Four Focus Areas

— Enhance the integration of reputation risk awareness into our investment
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— Finalise and prioritise the roadmap for investment technology
and data needs

— Evolve and strengthen our investment decision-making

01

Refresh the
investment model

02

Mature the
organisation

03

Preserve
our legacy

04

Expand
our voice

02 Key activities
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decision-making

— Implement and embed the new Treasury management function
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02 Mature the organisation

Evolve the organisation, resolving pain points and the legacy
of design choices which emerged organically.
The Agency has evolved and entered a period of growth and development
and this requires a deliberate focus on prudently managing the organisation
to ensure we are best positioned to achieve our strategy and purpose
going forward.
Over the past 16 years, the Agency has grown from managing
a single fund in 2006, to investing six separate funds and a total
portfolio of over $242 billion in 2022.
With this growth comes the need to also consolidate and improve
processes and systems, and ways of working together, to ensure
the business continues to build on its strong foundations.

Planned activities:

— Undertake a risk governance review and refresh our compliance
management framework

— Replace the finance and accounting system
— Enhance our core IDM capabilities and ensure our teams’ access to more
data and more timely information to inform portfolio decision-making

— Transition functionality from our legacy system
to our new data management platform

— Enable access to enhanced performance reporting

03 Preserve our legacy

Articulate and codify the specific features of the Agency’s strong
culture and institutionalise a sustainable set of processes.
The Agency is deliberate about building and fostering a high-performing
and unique team culture over time.
Retaining and building on the strong existing culture is pivotal to the
Future Fund’s success as it evolves and enters a new period of growth
and maturity.
As we grow and mature, we will institutionalise our approach to onboarding
new employees, and consolidate our culture and approach to skills acquisition
and leadership training.
This work will include the development of a formal learning program designed
to support our people throughout their careers, as well as a robust induction
and compliance program to assist in consistently and efficiently onboarding
new employees to best advantage.

Planned activities:

— Invest in our culture, with continued focus on diversity and inclusion
— Build out the Future Fund Academy
— Assess our bench strength and future needs and implement talent
and succession planning

— Roll out enhanced leadership training

and analytics to support investment decision-making

— Continue to uplift our organisational enablement functions, including
project services, travel and procurement

— Conclude implementation of a new technology operating model
— Continue to strengthen our technology cyber risk and security capabilities
— Deliver new technology platforms and tools to improve

14
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business efficiencies
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04 Expand our voice

Adopt a more active and deliberate approach to engaging
the Agency’s various stakeholders.
This area of focus prioritises expanding and deepening our business and
stakeholder connections and networks. We will achieve this by contributing
to insightful and valuable discussions about relevant investment matters
with our stakeholders and amplifying the conversations we have with
the market.
We believe there is value in our team contributing to and learning
from investment industry insights, perspective and expertise.

Planned activities:

— Deliver the Corporate Affairs Strategy
— Strengthen stakeholder relationships
— Strengthen our media engagement and relationships
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The primary objective for
the Board and Agency is the
achievement of the return
and risk objectives set
by Government for each
special purpose public fund.
Additionally, the delivery on
the Agency’s four focus areas
under the business strategy will
be reviewed on a regular basis
by the Senior Leadership Team
reporting to the Board.

02 Key activities
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— Refresh and reinforce our reputation risk awareness training

How do we measure success?
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Operating context

$

Investment
environment

The past financial year was another historic
one for the global economy. The pandemic
and its ongoing effects were soon followed
by the war in Ukraine. Both shocks entailed
enormous damage to the supply side of
the global economy, spanning across many
goods and labour markets.
At the same time, record policy stimulus and
rising vaccination rates underpinned a rapid
increase in consumer demand. The result saw
global inflation increase to rates not seen since
the early 1980s.
Policy makers initially viewed the rise in
inflation as transitory and continued to support
their economies with loose policy settings.
This underpinned further gains in asset prices,
with valuations becoming increasingly stretched.
As the year progressed it was becoming clearer
that inflation was more entrenched, a view that
gained more widespread acceptance after the
Russian invasion of Ukraine. Bond markets
began to price a much higher path for central
bank policy rates, with yields rising significantly.
Equities and property prices remained buoyant
until it was apparent that the central banks had
shifted focus towards fighting inflation.

With policy tightening, a global slowdown
looked increasingly likely. The Russian invasion
of Ukraine caused a spike in commodity prices,
lifting global inflation even higher – further
increasing pressure on central banks.
The probability of recession increased
more significantly, and concerns mounted
over the outlook for corporate earnings.
The financial year ended with both bond
and stock market returns in negative territory
for the first time since the early 1970s.
While the cyclical backdrop was deteriorating
significantly throughout the year, the longer-term
structural trends were also changing rapidly
in the wake of the negative supply shocks from
the pandemic and the war in Ukraine. Some of
these trends were in place well before last year,
with climate change and demographic shifts
becoming more dominant forces.
However, the supply shocks experienced over the
past two years have accelerated these structural
trends, leaving the world more divided than it has
been in decades.
The unwinding of globalisation and onshoring
of critical supply chains a re-tooling of electricity
grids alongside the de-carbonisation trend;
and a more divided and adversarial global
environment will be costly. It will likely lead
to structurally higher inflation.
As a result, we expect the policy backdrop
to be more difficult for financial markets
over coming years.
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The investment environment will remain
challenging. It requires a disciplined and
open-minded approach to finding different
ways to take advantage of the new landscape
to meet our mandates.
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Our
portfolio
The Future Fund was established in 2006
with $60.5 billion in capital from Government.
It has added $134 billion to that seed capital
over the past 16 years, growing to $194.4 billion at
30 June 2022, and becoming the Commonwealth
Government’s largest single financial asset. This
was achieved without receiving any additional
capital since formation.
Today, the Board has responsibility for investing
five additional public asset funds, collectively
valued at $48 billion. This is a sign of the trust
and confidence the Australian Government
places in the Board and the Agency.
Total funds under management now sits
at $242 billion.

Our
mandates
The Future Fund was established in 2006
and stands at $194.4 billion. It targets a return
of the Consumer Price Index (CPI) + 4.0%
to 5.0% per annum over the long term, while
taking acceptable but not excessive risk.
The Medical Research Future Fund was
established in 2015 and is now valued
at $21.6 billion.
The Medical Research Future Fund’s Investment
Mandate is to achieve at least the Reserve
Bank of Australia cash rate target + 1.5% to
2.0% per annum, net of investment fees, over
a rolling 10-year term with an acceptable but not
excessive level of risk – while taking account of
the principle that the nominal value of the credits
to the Fund be preserved over the long term
and that volatility in distributions is moderated.
The Aboriginal and Torres Strait Islander
Land and Sea Future Fund was established in
2019 with a capital contribution of $2.0 billion
transferred from the Aboriginal and Torres Strait
Islander Land and Sea Account and has grown
to $2.1 billion.
The Fund’s Investment Mandate requires the
Board to target an average return, net of costs,
of at least CPI + 2.0% to 3.0% per annum over
the long term, while taking an acceptable
but not excessive level of risk.
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To provide the Aboriginal and Torres Strait
Islander Land and Sea Future Fund, Future
Drought Fund and Emergency Response Fund
with prompt access to a diversified and prudently
risk-managed portfolio of investments, the
Agency has supported the Board by establishing
a co-mingled arrangement for these funds
with the Medical Research Future Fund.

The DisabilityCare Australia Fund was
established in 2014 and is now valued
at $15.3 billion.
The Fund’s Investment Mandate sets a
benchmark return of the Australian three-month
bank bill swap rate plus 0.3% per annum
calculated on a rolling 12-month basis.
Investments must minimise the probability
of capital loss over a 12-month horizon.

This approach avoids the risk that gradually
building a portfolio over time would expose the
funds to less diversification over a longer period
while also addressing the challenges presented
by the relatively small size of the funds
individually, which limits their ability to access
many attractive investment strategies while
also reducing costs.

Table 1: Cashflow history for all funds under management at 30 June 2022

Cashflow history

Contributions
$

Earnings
$

Withdrawals
$

$

Future Fund
Established 2006
Cash ($51.3bn) and Telstra shares ($9.2bn)

60.5bn +

133.9bn –

0.0bn =

194.4bn

20.0bn +

3.3bn –

1.7bn =

21.6bn

2.0bn +

0.3bn –

0.2bn =

2.1bn

4.0bn +

0.7bn –

0.2bn =

4.5bn

4.0bn +

0.8bn –

0.3bn =

4.5bn

33.0bn +

1.0bn –

18.7bn =

15.3bn

Medical Research Future Fund
Established 2015
Cash ($19.0bn) and Health and
Hospitals Fund ($1.0bn)

ATSILS Fund
Established 2019
Aboriginal and Torres Strait Islander
Land Account

The Investment Mandate for the Future Drought
Fund requires the Board to target an average
return, net of costs, of at least CPI + 2.0% to
3.0% per annum over the long term, while taking
an acceptable but not excessive level of risk.

Future Drought Fund

The Emergency Response Fund was established
in 2019 with a capital contribution of $4.0 billion,
transferred from the Education Investment Fund
which was closed in December 2019 and now
sits at $4.5 billion.

Established 2019
Education Investment Fund

Established 2019
Building Australia Fund

Emergency Response Fund

DisabilityCare Australia Fund
Established 2014
Cash (from 0.5% increase in Medicare
levy from 2014–15 to 2023–24)

Total

242.4bn

03 Operating context
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The Future Drought Fund was established in
2019 with a capital contribution of $4.0 billion,
transferred from the Building Australia Fund
which was closed on 1 September 2019.
It has grown over time to $4.5 billion.

The Investment Mandate for the Emergency
Response Fund requires the Board to target
an average return, net of costs, of at least
CPI + 2.0% to 3.0% per annum over the long
term, while taking an acceptable but not
excessive level of risk.

21

Capabilities
The Agency focuses on supporting and advising
the Board in developing and implementing
appropriate investment strategies for the six
funds under management. Investing in global
markets is a highly specialised and competitive
commercial activity that relies upon the quality
and expertise of our people, our processes
and our systems.
Accordingly, the Board and the Agency
will continue to invest in and develop the
organisation’s skills, capabilities, resources
and systems.
As our portfolio continues to grow in both size
and complexity, we will prudently build out our
resources and enhance our capabilities to ensure
we are well-positioned to successfully deliver
on our long-term mandate.

Our people

The first principle is One Team, One Purpose.

3. Innovate

As an investment institution, risk management
and returns are vital measures of our success.
The strength of our organisation and quality
of our people are vital contributors to this.

This phrase pervades everything we do. It helps
hone our resources and concentrates our activity
on the things that are most valuable overall.
It means our goals are aligned across teams;
we work hard to avoid silos, and we never pull in
different directions or work against one another.

We try new things, take risks where appropriate,
and question when necessary. We are never
satisfied with the status quo. We are prepared
to do things differently. We are comfortable with
failure and celebrate it as a learning opportunity.

Since inception, a collection of simple,
fundamentally important notions have
underpinned our culture, and have formed
the basis of what we call the Future Fund Way.
The Future Fund Way is both our shared language
and a set of expectations that encapsulates
our culture and guides our ways of working.
We engage with one another and others
respectfully; each and every role in the
organisation is equally as important as all others;
the investment performance of the Future Fund
is a common and singular goal for the whole
organisation, and everyone works together
collaboratively to achieve that goal.
The Future Fund Way builds on this cultural
ideology. It is underpinned by two foundational
principles, which help ensure we are pulling
in the same direction.

Investment
Performance
is Our Focus

One Team
One Purpose

The second principle is Investment Performance
is our Focus.
This simple phrase is our North Star. It is
the lens through which we make our strategic,
investment and operational deliberations and
decisions, and it directs our collective focus and
attention on achieving our legislated mandates
and our purpose.
There are also five keys to our culture, that
collectively define and describe how we unlock
our full potential.

1. Collaborate
We work together, across teams, to get
things done. We share our knowledge and
skills. We can’t operate to our full potential –
individually or collectively – without the
perspective and input from our colleagues.

2. Facilitate
We help our colleagues achieve success;
their success is our success. We are
encouraged to offer help proactively
and to be open to receiving help.

4. Deliberate
We invest on behalf of all Australians.
We welcome scrutiny and conduct ourselves
in a manner that is befitting of the responsibility
bestowed on us. We make decisions with this
responsibility in mind so we can present them
with confidence. To deliberate means that once
we’ve made a decision, we pause to consider
whether we have factored in every reasonable
angle, consequence, risk and option.

5. Inclusion
We know that being truly inclusive as an
organisation can give us a competitive edge.
Our people are part of a culture where everyone
feels welcome to speak up and to contribute –
a culture that values and benefits from a diverse
range of perspectives and insights that will
help shape our organisation and drive superior
performance over the long term.
To be successful into the future as we continue
to grow and evolve, we are continuing to enhance
our unique and definitive culture. In doing so, our
core ideology should never change. It is who we
are and what makes us unique and successful.
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Collaborate

Facilitate

Innovate

Inclusion

Deliberate
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Our values

Average staffing level (ASL)

Our systems and processes

Our values define how we approach our work,
and the character and behaviour we embed
into the way we act and interact:

During the 2021–22 year, the ongoing
employee count rose from 201 to 220 with
plans to continue to scale this up prudently
over a multi-year period in a way that best
serves the business strategy.

We are making progress in maturing our
systems to better suit the complex environment
we operate in and the ongoing growth we are
experiencing. We will improve our infrastructure
and processes and replace others where needed
to ensure they are robust, secure and effective.

— We focus on what matters. Everything

we do is focused on achieving our purpose;
we don’t get side-tracked by distractions.

— We always do the right thing by our country,

This will ensure we are able to meet the funds’
investment mandates in the increasingly complex
investment environment which we face.

— We work together to achieve the best

We will continue to streamline and mature a
number of functions applying new structures
and models as our organisation grows.

Table 2: Forecast ASL for the Future Fund Management Agency

We will build out our new Treasury Management
function and focus the development of additional
capabilities within the team, augmentation of
team structure and scaling the responsibilities
within it.

our organisation and our team.

outcome every time and ultimately
to achieve our purpose.

TOTAL ASL

FY22 Actual

FY23

FY24

FY25

FY26

198.05

285

305

313

313

Table 3: Organisational structure at 30 June 2022

Further automation and digitisation of
workflows will continue as will the replacement
of our finance and accounting systems.

Future Fund Board of Guardians
Hon Peter Costello AC (Chairman)*
Mrs Patricia Cross

We are also undertaking a stringent
risk governance review and refreshing
our compliance management framework.

Mr John Fraser
Ms Carolyn Kay
Mr John Poynton AO
Dr Deborah Ralston
Mr Michael Wachtel

Future Fund Management Agency
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Chief People,
Culture and
Inclusion
Officer

Cameron
Price

Kimberley
Reid

The focus areas of our technology strategy are:
1. Build on our foundations to deliver
new platforms and tools
2. Drive engagement and delivery
of projects and efficiencies
3. Focus on the user experience to ensure
reliability and ease-of-use technology
4. Protect the Agency by continuously focusing
on risk management and cyber security
We also continue to provide our people
with a strong, reliable and secure technology
ecosystem that supports them when they are
working remotely, either at home or travelling
for work.
Data and analytics provide a critical backbone
that supports and enables our investment
function. Initiatives rolled out in this area over
recent few years are having a positive impact on
the efficiency of our decision-making capabilities.

We will also continue to transition functionality
from our legacy data system to our new data
management platform, and enable access to
enhanced performance reporting and analytics.

Head of
Corporate
Affairs

Deputy CIO,
Change and
Innovation

Deputy CIO,
Portfolio
Construction

Deputy CIO,
Private
Markets

Will
Hetherton

Wendy
Norris

Ben
Samild

Alicia
Gregory

*also Accountable Authority of the Future Fund Management Agency

Our strategic intent with technology is to
support our people to do their jobs with ease,
drive efficiency and enable our investment
performance.
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Gordon
McKellar

General
Counsel
and Chief
Risk Officer

To complement our business systems and
process improvements, we will also continue
to enhance our technology and data capabilities.

In the years ahead, we will further enhance our
core investment data management capabilities
and ensure our teams have access to more data
and more timely information.

Chief Executive Officer and Acting Chief Investment Officer
Dr Raphael Arndt

Chief
Operating
Officer

A new procurement model was recently
introduced to provide a simple, efficient and
specialist procurement capability. We will
continue to build this new function out over the
next year and support our people with training
as staff adjust to the new processes.

Technology, data and
analytics capabilities
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Risk oversight and
management systems
Risk management

Monitoring and managing risk

The Agency places the utmost importance
on the sound management of risk, believing
that good risk management underpins
a successful organisation and forms an
integral part of the governance framework
and organisational culture.

We consider risk in three broad categories:
investment risk, operational risk,
and external risk.

We also believe that effective governance of
our own operations is essential to the successful
pursuit of our objectives. In particular, we are
focused on the prudent management of risk.
The organisation, along with many financial
institutions, has adopted the ‘Three Lines of
Defence’ model for risk governance. The model
is built around three elements which we have
adapted to suit our organisation.

1. First line of defence is the business.
The business ‘owns’ each risk and must
ensure that there are controls in place to
appropriately manage the risk within the Board’s
risk appetite. The business is responsible for
identifying, analysing, managing, monitoring,
and reporting risks.

2. Second line of defence is the independent
Risk Team, led by the Chief Risk Officer.
This Team develops the organisation’s risk
management framework to promote effective
and consistent risk management across the
organisation, assists and supports the business
in developing its risk management policies,
systems, and controls, and provides independent
review and challenge of the first line.
The Risk Team reports periodically to the Board,
Board committees and Agency committees.
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3. Third line of defence is an independent
internal audit function outsourced.
The function provides independent assurance that
the risk management framework is appropriate
and is operating effectively (including through
independent control testing).

These risks often cannot be eliminated,
particularly if they are of a strategic nature,
nor are they inherently undesirable if they
are compensated by expected returns.
We therefore seek to optimise rather
than minimise investment risks.

Operational risk — risks for which
we do not expect to be compensated.
While some level of operational risk is
unavoidable in practice, normally we are not
compensated for it (that is, higher operational
risk is not usually expected to produce higher
expected returns).

The Board has overall responsibility for risk
management for the organisation, which includes
setting the risk appetite and acceptance of the
residual risk rating for each key risk identified
in the organisation’s Risk Register.
The Board sets the investment risk appetite
(via control ranges, limits and other directions)
within which the Agency’s relevant investment
teams should operate.
The Board’s Audit and Risk Committee was
established to provide assurance to the Board
that the risks as detailed in the organisation’s
Risk Register are appropriately identified
and managed, and to provide assurance and
assistance to the Board on the organisation’s
risk, control and compliance frameworks.

This makes operational risk inherently
undesirable and hence we seek to take all
reasonable measures to minimise it without
imposing excessive costs or constraints on
our strategy, decision-making or operations.

The Agency operates two committees
which are directly involved in the oversight
of risk management as documented in their
respective charters:

External risk — risks that arise from
external events that are outside
the organisation’s control.

— The Operational Risk

These external events usually have a very low
probability of occurrence (or at least their form
and timing are not predictable), or they are
difficult to envisage. They may include natural
disasters or terrorism incidences with immediate
and major impact, or geopolitical or regulatory
change with long-term material impact.

— The Investment Committee
and Compliance Committee.

Each committee considers risks within the scope
of its oversight role. For example, the Investment
Committee has oversight of investment risks.

Risk culture
Risk culture is a key component of the broader
organisational culture.
The Risk Team assists in promoting a positive
risk culture by:

— Championing quality risk conversations
at key Agency and Board committees

— Steering the organisation towards appropriate

responses to incidents, including any
appropriate training or adjustments to controls

— Developing and implementing a framework
that facilitates clarity of individual roles,
responsibilities and accountabilities

— Ensuring the Agency’s risk culture

is understood by every staff member.

Fraud control
The organisation is committed to maintaining a
strong fraud control framework which is designed
to protect the assets, integrity and reputation
of the organisation.
The aim is to reduce the risk of fraudulent activity
by increasing the emphasis on strong controls,
ethics and judgement. This complements the
various legislative requirements, which provide
the necessary codification and compliance.
Fraud control initiatives are embedded into the
Agency’s internal control framework, with key
controls such as segregation of duties, approval
hierarchies, dual signatories, and third-party due
diligence forming part of the mitigation strategies.
The Agency also implements detailed staff
training programs aimed at enabling staff to
understand what constitutes fraudulent activity;
what their obligations and duties are in identifying
and reporting on possible fraud and corruption;
and how to access the Agency’s multi-channel
internal and external fraud and corruption
reporting mechanisms.
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The Risk Team considers organisational risk
management from a strategic perspective
as well as at the individual key risk level.

Investment risk — risks for which
we expect to be compensated.

These are also likely to be inherently undesirable,
but since they are outside our control they cannot
be minimised or optimised. We therefore prepare
for such events and manage their impact should
they occur.
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Cyber security risk

Cooperation

The organisation is committed to providing
a secure technology environment to safeguard
the assets of the Commonwealth.
We are vigilant in the management of cyber
security risk and any threat that could potentially
impact our internal systems and processes.
As part of the Agency’s internal control
framework, an industry-aligned IT risk
management framework was established to
provide assurance that IT-related risks, including
cyber security risk, are identified, managed
and monitored.
A defence-in-depth cyber security strategy was
implemented to assist in identifying, managing,
and monitoring cyber security threats,
technologies and controls.

The Future Fund is accountable to responsible
Ministers and regularly engages with the
Department of Finance and The Treasury.
Additionally, the Board and the Agency maintain
relationships with peer institutions consistent
with the organisation’s focus on applying best
practice globally.

We also apply the Australian Government’s
Protective Security Policy Framework (PSPF)
to achieve four protective security outcomes,
one of which is information security.

Subsidiaries
The Agency does not have any subsidiary entities.

We believe that effective
governance of our own
operations is essential to
the successful pursuit of our
objectives. In particular, we
are focused on the prudent
management of risk.

03 Operating context

Future Fund 2022–23 Corporate Plan

A list of external investment managers
is maintained on our website.

As part of this, we implement the Australian
Cyber Security Centre’s (ACSC’s) Essential Eight
mitigation strategies to prevent a cyber intrusion,
and we engage with the ACSC on a regular basis.

The cyber security strategy is implemented via
the Technology Risk and Security Uplift Program,
which is reviewed and updated periodically, with
progress reported on a regular basis to our
internal risk governance committees.
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The use of external investment managers to
implement the Board’s investment program is
required under legislation. As such, an important
focus for the Agency is building and maintaining
an appropriate network of relationships with
investment managers and other partners and
using those relationships effectively to add
value to the overall investment program.
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04
Performance

The key measure of performance for the Board and Agency is
the achievement of the return and risk objectives set by Government
for each special purpose public fund. All funds have an absolute
return objective.
These objectives are set out in the Investment Mandate Direction
for each fund issued by the responsible Ministers and reflected in
the Agency’s Performance Statement in the 2021–21 Annual Report
and Outcomes described in the 2022–23 Portfolio Budget Statement.

Investment Mandates
Table 4: Investment Mandates for each of the funds

Future Fund
— CPI + 4.0%–5.0% pa over the long term
— Acceptable but not excessive level of risk

Generating
long term
returns

Medical Research Future Fund
— RBA target cash rate + 1.5%–2.0% pa over rolling 10-year periods
— Acceptable but not excessive level of risk
— Preserve the nominal value of credits and moderate the volatility
of disbursements

Aboriginal and Torres Strait Islander Land and Sea Future Fund
— CPI + 2.0%–3.0% pa over the long term
— Acceptable but not excessive level of risk
— Disbursements in accordance with legislation
Future Drought Fund
— CPI + 2.0%–3.0% pa over the long term

Provision
of income
stream

— Acceptable but not excessive level of risk
— Disbursements in accordance with legislation
Emergency Response Fund
— CPI + 2.0%–3.0% pa over long term
— Acceptable but not excessive level of risk
— Disbursements in accordance with legislation
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— Minimise probability of capital loss
— Disbursements in accordance with legislation

Capital
security and
high liquidity

04 Performance

Future Fund 2022–23 Corporate Plan

DisabilityCare Australia Fund
— BBSW + 0.3% pa over rolling 12-month periods
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The Agency reports performance of each fund to the Board at each Board meeting and updates
performance results and asset allocation each quarter with the results available on the Agency’s website.

Medical Research Future Fund

A detailed review of the performance of the portfolios is also included in the Annual Report
each financial year.

The Investment Mandate Direction for the Medical Research Future Fund was issued by the
responsible Ministers on 8 November 2015 and set a target benchmark return of at least the
Reserve Bank of Australia Cash Rate target + 1.5% to 2.0% per annum, net of investment fees,
over a rolling 10-year term.

At 30 June 2022, the total funds managed across all six funds stands at $242.4 billion.
At the same date, the Future Fund stood at $194.4 billion, adding $134 billion since inception.

In targeting the benchmark return the Board is required to determine an acceptable but
not excessive level of risk and to take into account the principle that the nominal value of the
credits to the Fund be preserved over the long term and the principle to moderate the volatility
of the maximum annual distribution.

The Future Fund’s annual return of -1.2% was a solid result in a very challenging investment climate
which saw the Australian market fall 6.5% during the year.
We were pleased to have been able to protect the funds in a volatile and unpredictable environment
that challenged investors and eroded traditional investment assumptions.

Table 7: Medical Research Future Fund investment returns and volatility at 30 June 2022

The Future Fund is a long-term fund created to strengthen the Commonwealth’s long-term financial
position.

Return (% pa)

The Fund continues to achieve this objective, with a 10-year return of 9.7% pa against a target
of 6.6% pa.
In FY21 we commenced a three-year task of repositioning the Future Fund portfolio for a new world
of higher inflation, increased volatility and lower returns. This work has set us up well and the portfolio
has done well in the context of significant market weakness and volatility. While investment returns
face many headwinds, we are well-positioned to identify and access new investment opportunities
and to achieve our long-term investment objectives in the years ahead.
Table 5: Total funds under management at 30 June 2022
Value $bn

Future Fund

194.4

Medical Research Future Fund

21.6

Aboriginal and Torres Strait Islander Land and Sea Future Fund

2.1

Future Drought Fund

4.5

Emergency Response Fund

4.5

DisabilityCare Australia Fund

15.3

Total

242.4

Future Fund
Until 30 June 2017, the Future Fund Investment Mandate was to achieve an average annual return
of at least the Consumer Price Index + 4.5% to 5.5% per annum over the long term with an acceptable
but not excessive level of risk.
From 1 July 2017 the Investment Mandate set a target benchmark return of Consumer Price Index
+ 4.0% to 5.0% per annum over the long term. There was no change to the Government’s description
of its risk appetite.
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Return (% pa)

Target return (% pa)

7.8

6.8

4.5

10 years

9.7

6.6

4.5

Seven years

7.5

6.5

4.8

Five years

7.8

6.6

5.2

Three years

6.1

7.2

5.9

One year

-1.2

10.1

4.4

1. Industry measure showing the level of realised volatility in the portfolio

From inception (22 September 2015)

4.1

2.5

2.9

Five years

4.2

2.3

3.2

Three years

3.6

1.8

3.7

One year

0.1

1.6

2.3

Note:
1. RBA cash rate plus 1.5% to 2.0% pa over the long term, with an acceptable but not excessive level of risk
2. Industry measure showing the level of realised volatility in the portfolio

Aboriginal and Torres Strait Islander Land
and Sea Future Fund
The Investment Mandate Direction for this portfolio was issued by the responsible Ministers
on 19 February 2019 and requires the Board to target an average return net of costs, of the
Consumer Price Index + 2.0% to 3.0% per annum over the long term while taking an acceptable
but not excessive level of risk.
In the Direction the Government acknowledges that targeting the long-term
benchmark return implies accepting the risk of capital losses, in adverse markets,
that may be 15% to 20% of the portfolio over a three-year period.
Table 8: Aboriginal and Torres Strait Islander Land and Sea Future Fund investment
returns at 30 June 2022
Return (% pa)

Target return1 (% pa)

From inception2 (1 October 2019)

4.3

5.3

One year

-0.2

8.1

Note:
1. CPI + 2.0% to 3% pa over the long term, with acceptable but not excessive level of risk
2. Prior to inception the ATSILS fund was in an initial transition period from 1 February to 30 September 2019 with
a return of 1.3% against a target return of 1.1%

Volatility1 (%)

From inception (May 2006)

Note:

Volatility2 (%)
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Table 6: Future Fund investment returns and volatility at 30 June 2022

Target return1 (% pa)
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Future Drought Fund
The Investment Mandate Direction for the Future Drought Fund was issued by the responsible
Ministers on 15 November 2019. The Direction requires the Board to target an average return,
net of costs, of the Consumer Price Index + 2.0% to 3.0% per annum over the long term while
taking an acceptable but not excessive level of risk.
In the Direction the Government acknowledges that targeting the long-term benchmark return implies
accepting the risk of capital losses, in adverse markets, that may be 15% to 20% of the portfolio
over a three-year period.
Table 9: Future Drought Fund investment returns at 30 June 2022
Return (% pa)

Target return1 (% pa)

From inception2 (1 April 2020)

7.5

5.6

One year

-0.2

8.1

List of requirements
This Corporate Plan was prepared in accordance with the requirements of:

— subsection 35(1) of the Public Governance, Performance and Accountability Act 2013; and
— the Public Governance, Performance and Accountability Rule 2014.
The table below details the requirements met by the Future Fund Management Agency’s
Corporate Plan and the page reference(s) for each requirement.

Requirements
Introduction
— Statement of Preparation

Page(s)
4

— The reporting period for which the Plan is prepared

Note:
1. CPI + 2.0% to 3.0% pa over the long term, with an acceptable but not excessive level of risk
2. Prior to inception the Future Drought Fund was in an initial transition period from 1 September 2019 to 31 March 2020 with
a return of 0.7% against a target return of 0.6%

Emergency Response Fund
The Investment Mandate Direction for the Emergency Response Fund was issued by the responsible
Ministers on 4 February 2020. The Direction requires the Board to target an average return, net
of costs, of the Consumer Price Index + 2.0% to 3.0% per annum over the long term while taking
an acceptable but not excessive level of risk.
In the Direction the Government acknowledges that targeting the long-term benchmark return implies
accepting the risk of capital losses, in adverse markets, that may be 15% to 20% of the portfolio over
a three-year period.
Table 10: Emergency Response Fund investment returns at 30 June 2022
Return (% pa)

Purpose

6

Key activities

10

Operating context
— Environment

18

— Capabilities
— Risk oversight and management, including key risks and their management
— Cooperation
— Subsidiaries (where applicable)
Performance
— Performance measures
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Target return1 (% pa)

From inception (1 April 2020)

7.5

5.6

One year

-0.1

8.1

2

— The reporting periods covered by the Plan

Note:
1. CPI + 2.0% to 3.0% pa over the long term, with an acceptable but not excessive level of risk
2. Prior to inception the Emergency Response fund was in an initial transition period from 12 December 2019 to 31 March 2020 with
a return of 0.4% against a target return of 0.3%
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The Investment Mandate for the DisabilityCare Australia Fund was issued by the responsible
Ministers on 1 July 2014 and sets a benchmark return of the Australian three-month bank
bill swap rate + 0.3% pa calculated on a rolling 12-month basis.
The Mandate requires that investments minimise the probability of capital loss over
a 12-month horizon.
In line with its Investment Mandate, the DisabilityCare Australia Fund is invested in long-term
deposits and cash. The Fund is valued at $15.3 billion, delivering a return of -0.4% over the last
12 months against a benchmark target of 0.4%.

List04
of requirements
Performance
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DisabilityCare Australia Fund

35

