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In the opinion of the Directors of Challenger Retirement and Investment Services Limited, the Trustee of Challenger Retirement
Fund:

e the accompanying financial statements of the Challenger Retirement Fund (the Fund) are properly drawn up so as to present
fairly the financial position of the Fund as at 30 June 2023 and the results of its operations for the year ended on that date

in accordance with Australian Accounting Standards and other mandatory professional reporting requirements in Australia;
and

e the Fund has been conducted in accordance with its constituent Trust Deed dated 2 September 1993 (as amended) and the

requirements of the Superannuation Industry (Supervision) Act 1993 and Regulations and the Corporations Act 2001
and Regulations and Guidelines during the year.

Signed in accordance with a resolution of the Directors of the Trustee of Challenger Retirement Fund.

(atherine Duboy
Sydney
5 September 2023

N

M Kennedy
Sydney
5 September 2023
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2023 2022
For the year ended 30 June Note $'000 $'000
Su]oerannuationv activities e
Investment return - Life Office policies 11,263 (16,112)
Total superannuation activities revenue/(expense) 11,263 (16,112)
Net income/(loss) from superannuation activities 11,263 (16,112)
Profit/(loss) from operating activities 11,263 (16,112)
Net benefits allocated to members' accounts (9,628) (7,444)
Profit/(Loss) before income tax 1,635 (23,556)
Income tax benefit 3 27 —
Profit/(Loss) after income tax benefit 1,662 (23,556)

The statement of comprehensive income should be read in conjunction with the accompanying notes.
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2023 2022
As at 30 June Note $'000 $'000
Assets ' e '
Investments - Life Office policies 386,681 429,751
Deferred Tax Asset 27 —
Total assets 386,708 429,751
Liabilities — —
Net assets available for member benefits 4 386,708 429,751
Member benefits
Allocated to members 4 396,459 441,164
Total members liabilities 396,459 441,164
Net assets (9,751) (11,413)
Equity
Investment reserve (9,751) (11,413)
Total equity (9,751) (11,413)

The statement of financial position should be read in conjunction with the accompanying notes.
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2023 2022
For the year ended 30 June Note $'000 $'000
Opening balance of member benefits 7 e 441164 488,902"
Contributions:
Employer contributions 173 206
Member contributions 920 2,820
Transfers in from other superannuation plans 13,735 28,841
Income tax payable on contributions — (21)
Net after tax contributions 14,828 31,846
Benefits to members/beneficiaries (68,746) (86,675)
Insurance premiums charged to members' accounts (415) (353)
Benefits allocated to members' accounts, comprising:
Net investment income 9,628 7,444
Closing balance of members benefits 4 396,459 441,164

The statement of changes in member benefits should be read in conjunction with the accompanying notes.
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Unallocated
surplus/ Investment

(deficiency) reserve Total equity
For the year ended 30 June Note $'000 $'000 $'000
Balance at 1 July 2022 i T e na e N e i
Profit for the period 1,662 — 1,662
Net transfer to/(from) reserves (1,662) 1,662 —
Balance at 30 June 2023 — (9,751) (9,751)
Balance at 1 July 2021 — 12,143 12,143
Loss for the period (23,556) — (23,556)
Net transfer to/(from) reserves 23,556 (23,556) —
Balance at 30 June 2022 — (11,413) (11,413)

The statement of changes in equity should be read in conjunction with the accompanying notes.



Challenger Retirement Fund 2023 Annual Financial Report

2023 2022
For the year ended 30 June Note $'000 $'000
Operating activities o S 7
Term life insurance premiums received from members 415 353
Term life insurance premiums paid to MetLife (415) (353)
Net cash (outflows)/inflows from operating activities 9 — —
Investing activities
Proceeds from sale of Life Office policies 68,746 86,675
Payments for purchase of Life Office policies (14,413) (31,493)
Net cash inflows from investing activities 54,333 55,182
Financing activities
Employer contributions 173 206
Member contributions 505 2,467
Transfers in from other superannuation plans 13,735 28,841
Benefits paid to members/beneficiaries (68,746) (86,675)
Income tax paid on contributions received — 2n
Net cash outflows from financing activities (54,333) (55,182)

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The statement of cash flows should be read in conjunction with the accompanying notes.
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Notes to the financial statements

The financial report of Challenger Retirement Fund (the Fund) for the year ended 30 June 2023 was authorised for issue in
accordance with a resolution of the Directors of Challenger Retirement and Investment Services Limited on 5 September 2023.
1.1. Basis of preparation

The financial report is a general purpose financial report which has been prepared in accordance with Australian Accounting
Standards, and other authoritative pronouncements of the Australian Accounting Standards Board, the Superannuation
Industry (Supervision) Act 1993 and its Regulations and the provisions of the Trust Deed.

The Fund is a for profit entity for the purpose of preparing financial statements. The financial statements are presented in
Australian dollars and all values are rounded to the nearest $1,000 except where otherwise indicated.

Going Concern

As at 30 June 2023, the Fund is in a negative net asset position due to the valuation methodology required to be applied to the
components of the Statement of financial position for financial reporting purpose, where Life Office policies are presented on a
present value (discounted basis), and member liabilities are presented on an undiscounted basis.

The Fund continues to operate on a going concern basis due to the negative net asset position arising as a result of the valuation
methodology required to be applied for financial reporting purposes only and furthermore, in accordance with the terms of the
term life insurance policies and the Life Office policies, both MetLife Insurance Limited (Metlife) and CLC guarantee to pay
members benefits in full when due. A letter of support has also been provided by Challenger Limited.

1.2. Statement of compliance

The financial report complies with Australian Accounting Standards to the extent applicable. Since AASB 1056 Superannuation
Entities is the principal standard that applies to the financial statements, other standards are also applied where necessary except
to the extent that they differ from AASB 1056 Superannuation Entities.

1.3. New and revised accounting standards and interpretations

The accounting standards and methods of computation are the same as those adopted in the financial report for the prior
comparative year. Where applicable, comparative figures have been updated to reflect any changes in the current period.

Accounting standards and interpretations issued but not yet effective

There are no new accounting standards and interpretations that have been issued, but not yet effective, that are material to the
financial statements or have been early adopted for the year ended 30 June 2023.

Changes in accounting policies or disclosures

There were no changes in accounting policies applied during the year.

1.4. Assets

Assets are included in the statement of financial position at fair value through profit or loss as at the reporting date and changes
in the fair value through profit or loss of assets are recognised in the statement of comprehensive income as investment revenue
in the periods in which they occur.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability takes place
either:

e in the principal market for the asset or liability, or
e inthe absence of a principal market, in the most advantageous market for the asset or liability.
The principal or the most advantageous market must be accessible to the Fund.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the
asset or liability, assuming that market participants act in their economic best interest.

The Fund uses valuation techniques that are appropriate in the circumstances and for which sufficient data is available to
measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

Market values have been determined as follows.
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1.4. Assets (continued)
Life Office policies

The Fund holds policies with Challenger Life Company Limited (CLC) (ABN 44 072 486 938) (the Life Office policies), which are
determined under commercial terms and conditions.

The Life Office policies are classified as either investment account policies or annuity policies. Benefits consist of a Guaranteed
Personal Superannuation Plan, a Guaranteed Allocated Pension Plan and individual annuity policies (Challenger Guaranteed
Income Pension Plan, Challenger Guaranteed Lifetime Pension Plan and Challenger Guaranteed Term Allocated Pension).

Life Office policies included in the financial statements are based on CLC's assessment of the present value at the reporting date
of payments due to the Fund under the policies. The present value is calculated using an appropriate discount rate curve as
determined by CLC. As the life policies that back the Challenger Guaranteed Lifetime Pension Plan product are lifetime annuities,
mortality rates are also applied in determining the present value of these Life Office policies.

Insurance

The Fund also purchases term life insurance policies from MetLife for its relevant members to back obligations under the
Challenger Term Life (under super) Plan. The term life premiums paid equal the total amount of contributions received from
those members during the financial period. The Fund does not disclose these insurance policies as an asset in the statement of
financial position. The Fund acts only as an agent in respect of the insurance arrangements it has in place for its members.

1.5. Investment return

This is the sum of the unwind of interest implicit in the calculation of the net present value of the Life Office policies, plus the
impact of changes in market interest rates on this present value calculation.

1.6. Investment reserve

The Fund's investment assets (the Life Office policies) are measured at fair value through profit or loss, being the present value of
all discounted future payments due to the Fund at the reporting date.

The Fund's total member liabilities are measured at the undiscounted value of the member account balance at the reporting
date.

The net asset or liability position of the Fund is equal to the total equity or investment reserve in the statement of financial
position.

This investment reserve arises due to the timing difference in valuation methodology between the Fund's assets and liabilities.
This is in line with the relevant accounting standards.

As at 30 June 2023, the fund's investment reserve is in a negative position. This is due to an increase in interest rates which
reduces the value of assets available for member benefits but has no effect on the corresponding liability.

1.7. Expenses

Operating expenses incurred by the Fund are borne by CLC.

1.8. Income tax

The Fund is a complying superannuation fund for the purposes of the provisions of the Income Tax Assessment Act 1997.
Accordingly, the concessional tax rate of 15% has been applied to the Fund's taxable income. Pursuant to section 295-260 of
the Income Tax Assessment Act 1997, as amended, CLC has assumed liability for the Fund's tax payable of $0 (30 June 2022:
$21,000) on taxable contributions received net of allowable deductions.

Income tax is reflected in the statement of cash flows and the statement of changes in member benefits.

1.9. Operational risk financial requirement

The Trustee holds an operational risk reserve for the Fund under Prudential Standard SPS 114 Operational Risk Financial
Requirement.(SPS 114) requires a Registrable Superannuation Entity (RSE) licensee to maintain adequate financial resources to
address losses arising from operational risks that may affect the RSE licensee within its business operations. The reserve is funded
in accordance with SPS 114.

1.10. Significant accounting judgements, estimates and assumptions

The carrying value of the Life Office policies recognised on the statement of financial position is based on CLC's assessment of
the present value of the payments due to the Fund, which is based on estimates and assumptions of future events. The key
estimates and assumptions that may have had a significant impact on recognised amounts on the statement of financial position
had different assumptions been adopted are future mortality rates.
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The Fund is a defined contribution superannuation plan and was established pursuant to the Deed dated 2 September 1993, as
amended. The Trustee at balance sheet date is Challenger Retirement and Investment Services Limited (ABN 80 115 534 453).

Member benefits of Challenger Retirement Fund are backed by master Life Office policies with CLC, individual policies with CLC
and a master term life policy with MetLife. Administration of the Fund is conducted by CLC and MetLife in relation to the
respective policies.

The principal place of business of the Fund is as follows.

Level 2
5 Martin Place
Sydney NSW 2000

30 June 2023 30 June 2022

N $'000 $'000
Analysis of income tax expense o
Profit/(Loss) before income tax 1,635 (23,556)
Income tax (expense)/benefit calculated at 15% (245) 3,533
Tax effect of adjustments in calculating taxable income
Non-assessable / deductible items 245 (3,533)
Taxable contributions (35) (74)
Allowable deductions 62 53
Transfer of tax liability to CLC — 21
Income tax benefit 27 =

CLC assumes liability for any tax payable by the Fund by entering into a section 295-260 Income Tax Assessment Act 1997
agreement. When the fund is in a net tax loss for a year, it is carried forward by the fund and recorded as a deferred tax asset.

Member liabilities are measured as the accrued benefits of members. For defined contribution superannuation plans, accrued
benefits of members are measured as the amount of member account balances as at the reporting date.

30 June 2023 30 June 2022

e - $'000 —_— __5'000
Member liabilities at end of the financial year 396,459 441,165
As compared to assets available to pay benefits 386,708 429,751

Vested benefits are benefits that are not conditional upon continued membership of the Fund (or any factor other than
resignation from the Fund) and include term life insurance policies and the benefits which members who have reached
retirement age are entitled to receive had they terminated their Fund membership as at the reporting date. The difference
between members liabilities and vested benefits include unvested amounts and the difference between member balances and
withdrawal value.

30 June 2023 30 June 2022
$'000 $'000

K/ested benefits at the end of the year

305,049 350,683

In accordance with the terms of the term life insurance policies and the Life Office policies, both MetLife Insurance Limited
(MetLife) and CLC guarantee to pay members benefits in full when due.
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BIMeE

Investments of the Fund comprise Life Office policies. The Trustee has determined that this type of investment is appropriate for
the Fund and is in accordance with the Fund's published investment strategy. The Trustee seeks information from CLC to
determine the nature and extent of any risks to which CLC is exposed.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
factors. Market risk includes (amongst others) three types of risk: interest rate risk (due to fluctuations in interest rates), currency
risk (due to fluctuations in foreign exchange rates), and price risk (due to fluctuations in market prices). The objective of market
risk management is to manage and control market risk exposures within acceptable parameters, while optimising the return on
risk.

CLC is exposed to underlying market risks of the investments backing the policies, however, as the policies are on fixed terms
(return and maturity) and are not on-sellable, the ultimate returns to members are not impacted by market risk. Market risk is not
a direct risk to the Fund due to the terms of the Life Office policies that guarantee member benefits as described in Note 6.
Credit risk

Credit risk is the risk that one party to a financial instrument will cause financial loss to the other party by failing to discharge an
obligation.

Credit risk for the Fund is that CLC or MetLife do not meet their obligations. CLC is requlated by the Australian Prudential
Regulatory Authority (APRA) and has a S&P Global Rating of A (2022: S&P Global Rating of A), which is reviewed on an annual
basis. MetLife is also regulated by APRA and has a S&P Global Rating of A (2022: S&P Global Rating of A).

Liquidity risk

Liquidity risk is the risk that the Fund will encounter difficulty in raising funds to meet cash commitments. This may result from
either the inability to sell financial assets at their fair values, a counterparty failing on repayment of a contractual obligation, or
the inability to generate cash inflows as anticipated.

The Fund is not directly subject to liquidity risk as the terms of the Life Office policies guarantee payments for member benefits in
full when due as described in Note 6. Voluntary withdrawal payments are at call and the timing of these payments is uncertain.
Fair value determination and classification

Life Office policies are financial instruments recorded at fair value. The Fund classifies fair value measurements using a fair value
hierarchy that reflects the subjectivity of the inputs used in making the measurements. The fair value hierarchy has the following
levels:

e quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

e inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from prices) (level 2); and

e inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (level 3).

The Fund offers members the following products, all of which are now closed to new members, and are backed by Life Office
policies:

e Challenger Guaranteed Personal Superannuation;
e Challenger Guaranteed Allocated Pension;

e Challenger Guaranteed Income Pension Plan;

e Challenger Guaranteed Lifetime Pension Plan; and
e Challenger Guaranteed Term Allocated Pension.

Although the Guaranteed Lifetime Pension Plan is generally closed to new members, under the Trustee's discretion, the
Guaranteed Lifetime Pension Plan may accept superannuation fund transfers of defined benefit pensions.

Life Office policies backing the Fund's products (apart from Challenger Guaranteed Lifetime Pension Plan) are fixed term policies.
Inputs used in the determination of fair value are market observable hence the policies are classified as level 2 financial
instruments under the fair value hierarchy.

Challenger Guaranteed Lifetime Pension Plan is a lifetime annuity product that includes mortality assumptions which are
unobservable in determining its valuation. Life Office policies backing these products are therefore classified as level 3 financial
instruments under the fair value hierarchy.
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Fair value determination and classification (continued)

The Fund transfers between levels of the fair value hierarchy when there is a change in the observability of the pricing inputs or a
change to valuation methodology. There were no transfers between levels of the fair value hierarchy during the reporting period.

The tables below set out the Fund'’s Life Office policies measured at fair value at each level of the fair value hierarchy as at the
statement of financial position date.

30 June 2023
Level 1 Level 2 Level 3 Total
I _ o St i0000 0 0a8i0000 o0 $1000; §'000
Life Office policles Ao 2ii igignoser e oatouioges o peeny
Total — 319,095 67,586 386,681
30 June 2022
Level 1 Level 2 Level 3 Total
— ST— __§'000 §'000 §'000 $'000
Life Office policies - N 372733 57,018 429,751
Total — 372,733 57,018 429,751

Level 3 reconciliation

The following table shows a reconciliation of the movement in the fair value of Life Office policies categorised within level 3 of
the fair value hierarchy during the year.

30 June 2023 30 June 2022

Life Office policies e ) ot S000 0 $'000
Opening balance " o : % 57,017 45364
Fair value gains/(losses) ' 160 (9,804)
Acquisitions 13,637 23,689
Maturities and disposals (3,228) (2,232)

67,586 57,017

Closing balance

'Fair value gains/losses are the unrealised gains/losses included in the statement of comprehensive income.

Level 3 sensitivity
The table below shows the sensitivity of level 3 Life Office policies to a reasonably possible change in the non-observable input.

Level 3 Positive Negative Valuation Reasonably possible change in

value  impact impact technique non-observable input
W0June2023 o= S000. 150000 SSO00F o0
50% increase/(decrease) in the rate of Discounted
mortality improvement 67,586 1,586 (1,586) cash flow Mortality rate

Level 3 Positive Negative Valuation Reasonably possible change in

value impact impact technique non-observable input
30June2022 $'000 $'000 $'OOO $'000
50% increase/(decrease) in the rate of Discounted

mortality improvement 57,017 1,491 (1,491) cash flow Mortality rate

11
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The Trustee of the Fund is Challenger Retirement and Investment Services Limited.

Directors

The Directors and key executives of Challenger Retirement and Investment Services Limited during the financial year and up to
the date of the report, unless otherwise stated.

Directors

D Bennett ' 'ihdepéndéht Non-executive Director (Resigned: 20 July 2022')'

A Bofinger Executive Director

C Dube Independent Non-executive Director

J Haggerty Executive Director (Resigned: 17 August 2023)
M Kennedy Independent Non-executive Director (Appointed: 20 July 2022)
B Koster Independent Non-executive Director

Key executives

‘ArgtonwK“ac;':SQ? ~ Chief EXécQtive, Life and Solutions
Stuart Kingham Acting Chief Executive, Customer (Resigned: 2 November 2022)
Mandy Mannix Chief Executive, Customer (Appointed: 2 November 2022)

The Fund holds policies with CLC, which is a related party to the Trustee under the Challenger Limited group.

During the year, the Trustee charged the Fund a fee of $1,154,664 (excluding GST) (2022: $907,023) for trustee services. CLC
paid for the fee on behalf of the Fund.

There are no related party transactions during the year between the Fund and any of the Directors listed in Note 8.

30 June 2023 30 June 2022

ot s Ll e et A il i T L s Lo 5000 She0
ProfitZvass) aft.er tax V eI 1662 7 (23556)
Adjusted for:

Net benefits allocated to members' accounts (9,628) (7,444)
Investment return - Life Office policies 11,263 (16,112)
Change in tax assets 27 —

Net cash flows from operating activities — —

Business segments
The Fund operates solely to provide benefits for its members in accordance with the Trust Deed and the provisions of the
Superannuation Industry (Supervision) Act 1993.

Geographical segments
The Fund operates in Australia and the primary assets it invests in on behalf of its members are managed and administered in

Australia.

Auditor's remuneration in respect of this Fund is incurred and paid by a related party, Challenger Group Services Pty Limited, a
subsidiary of the ultimate parent entity, Challenger Limited.

At the date of this financial report, no matter or circumstance has arisen that has affected, or may significantly affect the Fund's
operations, the results of those operations or the Fund's state of affairs in future financial years, which has not already been
reflected in this report.
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The Fund does not have any contingent liabilities, contingent assets or credit commitments as at 30 June 2023 (2022: nil).
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Challenger Retirement Fund (ABN: 87 883 998 803)
Report by the RSE auditor to the trustee and members

Opinion

| have audited the financial statements of Challenger Retirement Fund (“RSE") for the year ended 30 June
2023, comprising the statement of financial position, statement of comprehensive income, statement of
changes in member benefits, statement of cash flows and statement of changes in equity.

In my opinion, the financial statements present fairly, in all material respects, in accordance with Australian
Accounting Standards the financial position of Challenger Retirement Fund as at 30 June 2023 and the
results of its operations, cash flows, changes in equity and changes in member benefits for the year ended
30 June 2023.

Basis for Opinion

| conducted the audit in accordance with Australian Auditing Standards. My responsibilities under those
standards are further described in the Auditor’s responsibilities section of my report. | am independent of
the entity in accordance with the auditor independence requirements of the Accounting Professional and
Ethical Standards Board's APES 110 Code of Ethics for Professional Accountants (including Independence
Standards) (the Code) that are relevant to my audit of the financial statements in Australia. | have also
fulfilled my other ethical responsibilities in accordance with the Code.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
opinion.

Responsibilities of the Trustee for the Financial Statements

The RSE's trustee is responsible for the preparation and fair presentation of the financial statements in
accordance with Australian Accounting Standards 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 the trustee determines is necessary
to enable the preparation and fair presentation of financial statements 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 RSE to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the trustee either intends to liquidate the RSE or to cease operations, or
has no realistic alternative but to do so.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Auditor's Responsibilities for the Audit of the Financial Statements

My objectives are 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 audit 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 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 these financial statements.

As part of an audit in accordance with the Australian Auditing Standards, | exercised professional judgement
and maintained professional scepticism throughout the audit. | also:

Identified and assessed the risks of material misstatement of the financial statements, whether due
to fraud or error, designed and performed audit procedures responsive to those risks, and obtained
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.

Obtained 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 RSE's internal control.

Evaluated the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the trustee

Concluded 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 RSE's ability to continue as a going concern. If |
conclude that a material uncertainty exists, | am required to draw attention in my auditor report to
the related disclosures in the financial statements or, if such disclosures are inadequate, to modify
my auditor opinion. My conclusions are based on the audit evidence obtained up to the date of my
audit report. However, future events or conditions may cause the RSE to cease to continue as a
going concern.

Evaluated 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 @ manner that achieves fair presentation.

Communicated 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
| identified during my audit.

[/t

Graeme McKenzie

Partner
Sydney

5 September 2023

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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