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1. Executive summary 

TeJ711s of Reference 

1.1 The Department of Treasury (Treasury) commissioned PricewaterhouseCoopers Securities Limited 
(PwC) to provide an independent and consultative review and investigate if the Coal Industry 
Superannuation Act (1989) WA (CIS Act) delivers any public benefit that warrants continued 
intervention by the State. 

1.2 In particular the review is to: 

a. Consider the current approach and future plans of other State jurisdictions for coal mine 
workers 

b. Compare and contrast the status of private sector defined benefit superannuation in the broader 
industry to the CIS Act arrangements 

c. Interview the relevant parties to the CIS Act and other key stakeholders to identify any concerns 
that may arise from the repeal of the CIS Act 

d. Identify any practical steps that could be undertaken to resolve any material issues arising 
and/ or to facilitate the repeal of the CIS Act. 

Conclusions 

1.3 The arguments in favour of repealing the CIS Act: 

a. There is no evidence that the CIS Act provides any public benefit 

b. State Government should not be intervening in the superannuation arrangements of private 
sector employers, particularly as the Commonwealth Government dictates the minimum 
superannuation obligations on all employers 

c. The benefits are less generous than the superannuation provisions of Commonwealth 
Government 

d. Members are restricted in their choice of superannuation fund, choice of investment portfolio 
and insurance cover 

e. Employers have a high degree of complexity in determining their superannuation contributions 
and ensuring full compliance with SG 

f. The workforce is far more mobile and less likely to remain in the coal mining industry in WA 
through to retirement; and the eligible workforce will continue to decline 

g. The Trustee is concerned they are not achieving full compliance by all employers. 

1.4 The strongest arguments to retain the CIS Act are 

a. The Act enforces a defined benefit design and the nature of the defined benefit provides the 
members with a degree of security of the value of their superannuation at retirement, the value 
may be higher than any alternative accumulation design with the same contribution rates, and 
this aspect is valued by members. 

b. The WA coal mining industry has a limited future and it could be simpler to retain the Act until 
there are no coal mine workers in WA (anecdotally anywhere from 5 to 50 years away). 

1.5 Our understanding is that given the relative weight of these arguments, it will be the State's preference 
to repeal the CIS Act. 

1.6 There are several options available to the State ranging from 'do nothing' to an immediate repeal. 

1.7 Our recommendation is to repeal the CIS Act only after explicitly incorporating the regulations into the 
Mine Wealth Trust Deed and rules. We note that the Scheme may subsequently be wound up by Mine 
Wealth which may become an issue for some or all of the members. 
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1.8 The process would likely involve 

a. State consults with Mine Wealth on the timing of repeal 

b. State notifies Mine Wealth and stakeholders ofthe intended date of repeal 

a. Mine Wealth incorporates the regulations within the Mine Wealth Trust Deed and Rules before 
the intended date of repeal and at their discretion address any other issues raised in their 
correspondence as they see fit, by amending the Trust Deed and rules, in accordance with SISA 

b. State then repeals the Act on or after the intended date of repeal. 
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2. Introduction 

Background 

2.1 In 1943, the State Government of Western Australia established a public sector pension scheme for 
people employed by the private sector in coal mining in Western Australia, via the Coal Mine Workers 
(Pensions) Act 1943 supervised by a tribunal. In 1980 the benefit design was changed from pension to 
lump sum. In 1989 that Act was replaced by the Coal Industry Superannuation Act (1989) (CIS Act) 
and regulations which established a Statutory Fund (the CIS Fund) and Board to provide defined 
benefit superannuation benefits for coal mine workers in Western Australia. The legislation specifies 
the eligible members, the benefits and the compulsory contributions. Contributions and benefits are 
based on a defined Benchmark Amount (not the actual earnings of an individual coal mine worker). 

2.2 In 2014 following a strategic review by the Coal Industry Superannuation Board and endorsement by 
the State Government, the administration of benefits and investment of funds was transferred to the 
Commonwealth regulated Mine Wealth and Wellbeing Superannuation Fund (Mine Wealth), a not
for-profit superannuation fund. The transfer was effected by the Coal Industry Superannuation 
Amendment Regulations 2014. This transfer enabled the closure of the CIS Fund and Board but the CIS 
Act and regulations continue to specify the members, benefits and contributions. 

2.3 Mine Wealth formed a sub division known as the WA Coal Industry Category (the Scheme) which is 
exclusively for coal mine workers eligible under the CIS Act. The Mine Wealth Trust Deed and Rules 
refer to the CIS Act and regulations by reference in Schedule F WA Coal Industry Category Rules. 

2.4 The Treasurer of Western Australia is required to review the CIS Act as it is three years since the 2014 
amendments came into operation and lay a report before each House of Parliament. 

2.5 Of particular interest to the Treasurer is whether the CIS Act is now superfluous, given Commonwealth 
compulsory superannuation applies to coal mine workers as a minimum and that the Fair Work system 
provides a mechanism to agree any tailored superannuation arrangements for coal mine workers. The 
question is whether there any public benefit in retaining the CIS Act that supports continuing the 
State's intervention in the superannuation of private sector coal mine workers in WA provided by a 
commercial superannuation fund. 

Purpose and scope of report 

2.6 The Department of Treasmy (Treasury) commissioned PricewaterhouseCoopers Securities Limited 
(PwC) to provide an independent and consultative review and investigate if the Coal Ind ustry 
Superannuation Act (1989) WA delivers any public benefit that warrants continued intervention by the 
State. 

2.7 In particular the review is to: 

a. Consider the current approach and future plans of other State jurisdictions for coal mine 
workers 

b. Compare and contrast the status of private sector defined benefit superannuation in the broader 
industry to the CIS Act arrangements 

c. Interview the relevant palties to the CIS Act and other key stakeholders to identify any concerns 
that may arise from the repeal of the CIS Act 

d. Identify any practical steps that could be undertaken to resolve any material issues arising 
and/or to facilitate the repeal of the CIS Act. 

Stakeholders consulted 

2.8 PwC consulted with Treasury on the scope of the report and to identify relevant stakeholders and other 
interested parties. PWC contacted the stakeholders listed overleaf to determine their interest in 
participating in the review, then where agreed held telephone intenriews with their nominated 
representative(s). 
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2.9 WAGovernment: 

• State Solicitor's Office 

• Depaltment of Mines, Industry Regulation and Safety, Labour Relations Division 

• Former Chair ofthe Coal Industry Superannuation Board. 

2.10 Superannuation funds: 

• Mine Wealth and Wellbeing Superannuation Fund 

• QSuper. 

2.11 Unions: 

• Australian Manufacturing Workers' Union (AMWU) 

• Construction Forestry Mining and Energy Union (CFMEU). 

2.12 Employers: 

• Premier Coal. 

2.13 We note that the other large employer, Griffin Coal, did not respond to the invitation to contribute. 

Statement of compliance 

2.14 Our advice constitutes a Professional Service as defined in the Code of Professional Conduct (the Code) 
issued by the Institute of Actuaries of Australia and our advice complies with the Code in this respect. 

Reliance and limitations 
2.15 Our work has been conducted for the sole use and benefit of the Treasurer of Western Australia and the 

Department of Treasury in reviewing the Coal Industry Superannuation Act (1989) and for no other 
purpose. No third party may use or rely on our work for any purpose. 

2.16 Unless required by law, no copy of or extract from this report is to be distributed to third parties 
without our prior written consent. We may at our discretion, grant or withhold our consent or grant our 
consent subject to conditions. 

2.17 No oral or written reference to the content of this report may be made by the Treasurer or the 
Department of Treasmy to any third parties without our prior written consent. We may, at our 
discretion grant or withhold our consent or grant it subject to conditions. 

2.18 We grant permission for the content of the report to be shared by the Treasurer with the Parliament of 
Western Australia. 

2.19 Our responsibilities and liabilities are to the Treasurer and Department of Treasury in the context of 
the use of our report for the purpose set out above. We do not accept any liability or responsibility in 
relation to the use of our report for any other purpose. 

2.20 This report must be read in its entirety. Individual sections of this report could be misleading if 
considered in isolation from each other. 
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3. Superannuation and the Coal Industry 

Superannuation Industry Context 
3.1 Superannuation is largely a Commonwealth regulated industry, via the Superannuation Industry 

(Supervision) Act 1993 (SISA) and regulations, with the Australian Prudential Regulatory Authority 
(APRA) being the primary regulator of trustees and funds offering superannuation benefits. 

3.2 A key driver of the industry is the Superannuation Guarantee (Administration) Act 1992 (SG Act) 
which establishes compulsory employer superannuation arrangements for employed Australians. The 
SG Act began in 1992 with an employer contribution rate of 3% per annum of earnings, currently 
requires 9.5% per annum of Ordinary Time Earnings, and is scheduled to gradually increase to 12.0% 
per annum over the next decade. 

3.3 Prior to the SG Act, superannuation was more typically offered to senior white collar employees and 
public servants and rewarded them for long service via a defined benefit (a multiple of salary at 
retirement based on length of service). The employer provided the benefits typically through their own 
corporate (or public sector) superannuation fund. 

3.4 Since the SG Act, superannuation is increasingly treated as a standard condition of employment and 
the employer is less involved in the superannuation benefit design or fund operation. The contributions 
are paid to a superannuation fund, invested and the balance paid out on retirement (accumulation 
benefits). This structure facilitates pOltability of superannuation on changing employment, increases 
the degree of choice/control by the employee and decreases the employer's involvement. 

3.5 In 2005, tile Commonwealth introduced laws to facilitate choice of fund and pOltability between funds 
for most employees. This limits the employer's core obligation to simply paying the correct SG 
contribution to a complying fund chosen by the employee. It increases the obligation ofthe employee to 
select a suitable fund, track their own superannuation and make decisions about their own 
contributions, investment and insurance. However existing defined benefit schemes could continue to 
operate and were protected from the choice and portability provisions. 

3.6 The superannuation industry vision was reset following the 2010 Cooper Review (and other reviews) 
and the subsequent implementation of reforms including Superstream (2011), MySuper (2013) and 
Prudential Standards for Superannuation (2013). 

3.7 To ensure employees who took no active interest in their superannuation arrangements were offered a 
simple low cost product, the concept of MySuper was introduced. Where an employee does not actively 
choose a superannuation fund, tile employer must nominate and contribute to a MySuper fund which 
must meet certain specifications set by the Commonwealth and monitored by APRA. Modern Awards 
often name the permissible MySuper fund(s) for a given workforce. Again, existing defined benefit 
schemes could continue to operate and the MySuper legislative changes allowed for existing defined 
benefit schemes to remain as the default fund for eligible employees. 

3.8 These changes were reinforced by the 2016 Federal Budget and subsequent legislation proposing that 
"The primary objective of the superannuation system is to provide income in retirement to substitute or 
supplement the age pension". The superannuation taxation changes recently passed into legislation are 
intended to support this objective. 

3.9 The impact of the increased legislative and compliance burden, together with the introduction of 
MySuper, ATO support for members to consolidate their accounts, and proactive supervision by APRA, 
has driven trustees to seek economies of scale to control costs and improve delivery to members. This 
has led to many mergers between funds and overall a reduction in the number of superannuation funds 
operating in Australia. In 2006 there were 872 funds; by 2017 there were only 233 managed by 139 
registered superannuation entities (trustees). Of these around half, 111, were MySuper funds 1. 

a. Corporate funds have declined significantly in number from 555 to 27 in eleven years, as the 
vast majority of employers have exited their sponsored stand-alone trust deeds and moved to 
commercial arrangements for their employees. 

b. Indusb-y funds have consolidated through mergers, from 81 to 41, whilst increasing their 
membership and funds under management, reaping the benefits of economies of scale to 
manage ongoing costs to develop systems and meet increasing compliance requirements. 

1 APRA Quarterly Statistics 30 June 2017 and APRA Insight Issue 2 2007 
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c. Public sector funds have reduced slightly in number from 44 to 38 as State and Tenitory 
governments have generally only been able to close their statutory defined benefit schemes to 
new members rather than exit them altogether. However these closed defined benefit funds 
continue to hold a significant share of superannuation assets. Typically, new public sector 
employees are offered an accumulation style MySuper product, and increasingly via a 
commercial provider. 

d. Retail funds (offered by banks and wealth management institutions) have declined by a third in 
number from 192 to 128 but this masks the fact that many smaller corporate funds have 
transferred into these retail funds and overall the membership and assets of retail funds has 
increased considerably. 

3.10 Note that the CIS Fund was reported as a defined benefit public sector fund when it operated as a 
Statutory Fund with a Board under the CIS Act, as it was entirely state regulated, even though its 
members are not public servants. 

3.11 The CIS Act members and benefits are now reported as part of Mine Wealth, which is an industry fund 
as it was originally created to serve a particular industry (coal mining) and has employer and employee 
representatives on the Trustee Board. It is a not-for-profit, or profit-for-member, fund as there is no 
third party owner or operator seeking a commercial return on their investment. 

Decline in defined benefits 

3.12 As mentioned in the brief history above, defined benefit funds have gradually been 'edged out' by 
accumulation funds. Over the last twenty years, defined benefit superannuation has declined, both the 
number of funds and number of accounts (but not assets), for several reasons including: 

a. Funding defined benefit schemes moved onto the balance sheet for employers and exposed the 
employer's financial position to the impact of poor investment returns or other adverse 
experience within the superannuation fund 

b. Introduction of SG compulsory superannuation designed for an accumulation account structure, 
fund choice and pOItability 

c. Increasing movement by employees between employers and shOIter service period with anyone 
employer meant less value from defined benefit arrangements and more flexibility offered by 
accumulation benefit arrangements 

d. Members wanting greater control of their investment decision making, at a time where history 
demonstrated that greater investment returns can be derived in the longer term by investing in 
growth options 

e. Employers choosing to stop offering defined benefits and their existing schemes then closed to 
new members 

f. Introduction of MySuper. 

3.13 The remaining defined benefit schemes are typically closed to new entrants and 'running off until all 
active members have resigned/retired and all pension members have died. The run off period for a 
lump sum fund is potentially until the youngest member reaches retirement age, which could be 40 
years or more after the fund is closed to new entrants. 

3.14 Defined benefit schemes that are closed to new entrants may continue to operate until the last 
remaining member retires and is paid out, but are more likely reach a point (as membership declines) 
that it is no longer cost effective to operate. 

3.15 At that time the Trustee may elect to convert the remaining members to accumulation style benefits 
(crystallise their defined benefit entitlements) and move them into a suitable accumulation style 
superannuation fund. The defined benefit fund is then wound up. This approach is only possible if 
allowed by the fund specific Deed and rules and SISA and regulations. The costs of such a conversion 
and wind up may have to be met by the sponsoring employers if there are insufficient reserves in the 
fund. 

3.16 As at 30 June 2017 the proportion of defined benefit liabilities relative to total superannuation 
liabilities is 20% ($0.3 trillion of the total $1.7 trillion). 

a. The public sector is the most significant contributor to defined benefit liabilities with 
$0.292 trillion, as can be seen from the following chart2 

• This reflects the ongoing long term 
obligation of many public sector schemes to pay pensions to retired public servants; and to pay 

2 APRA quarterly statistics 30 June 2017 
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lump sum defined benefits to the older cohOlt oftheir current workforce (even though their 
defined benefit schemes were closed to new members many years ago) . 

b. Corporate funds were less likely to offer pension benefits, and were quicker to close and exit 
their lump sum defined benefit arrangements. As a result while the corporate fund sector still 
has a proportion of defined benefits, the combined corporate fund defined benefit liability is less 
than $0.010 trillion (or $10 billion) and falling year on year. 

c. The defined benefit liabilities in industry funds and retail (for profit) funds together is around 
$0.040 trillion. These are typically older defined benefit schemes that have been closed and are 
in run off. 

3.17 The chart below shows the relative size of defined benefit liabilities by fund type to the total 
superannuation liabilities in Australia: 

Defined contribuUon 
- All funds 

$1 .337 
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Tota l member liabilities 30 June 2017 $1.7 trillion 

Defined benefit -
Public Sector 

$0.292 

Defined benefit -
Industry 
$0023 

. Defined benefits -
Retail 
$0.017 

Defined benefrts -
Corporate 

$0.009 
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Coal Industry & Superannuation 

3.18 The black coal industry in Australia has a relatively unique history reflecting its close relationship with 
State governments for the delivery of an essential service (power) to the public. The coal miner 
workforce in each affected State has been subject to State legislation for their superannuation benefits, 
unlike any other private sector workforce or industry. 

3.19 Pension funds were established specifically for coal mine workers in WA, NSW and Queensland, 
typically in the 1940s. These Statutory Funds provided defined pension benefits to eligible coal mine 
workers on retirement, and death or disability benefits whilst working. At that time, very few 'blue 
collar' workers in the private sector were receiving any form of superannuation or pension benefits 
from their employers. 

3.20 Over time, the Statutory Funds changed their benefit design to a lump sum on retirement consistent 
with the changes in the public sector and corporate defined benefit funds, designed to limit the long 
term funding costs and risks for the employers. 

3.21 As discussed above, superannuation became more widely offered later in the 20th Century and since 
1992 has been compulsory for most employees. The required contributions under SG superannuation 
have steadily increased and surpassed the contributions required under the various coal schemes. 

3.22 Together with mine closures, workforce reductions and the changing industrial relations landscape for 
the negotiation of awards and employment agreements, circumstances led to a review of the need for 
State regulated superannuation for coal mine workers in each jurisdiction. 

3.23 In 2005 the Queensland Coal and Oil Shale Mining Industry Superannuation Fund (QCOS) merged 
with the Coalsuper Retirement Income Fund in NSW to form the Auscoal Superannuation Fund 
(Auscoal). Auscoal was not a Statutory Fund, rather a Commonwealth regulated SIS Fund. 

3.24 Auscoal adapted to the various Commonwealth driven changes to superannuation over the years and 
changed its name to Mine Wealth and Wellbeing Superannuation Fund in 2015. Mine Wealth has a 
MySuper option, can be chosen by any employee as their superannuation fund, and has many 
employers contributing. 

3.25 The Queensland Coal and Oil Shale Mine Workers' Superannuation Act 1989 was amended to arrange 
the creation of Auscoal as a SIS regulated fund to provide the benefits of the preceding Statutory Fund 
but retain the definitions of coal mine workers, owners and contributions in State legislation. However 
the Act was subsequently repealed entirely on 1 July 2015 and there is no longer any Queensland 
legislation in relation to coal mine worker superannuation arrangements. 

3.26 The NSW Coal and Oil Shale Mine Workers' Superannuation Act 1941 continues to operate and is 
incorporated by reference into the Mine Wealth Trust Deed. The Act was amended to name Auscoal 
(now Mine Wealth), identify the Corporate Trustee role and provide the Corporate Trustee with some 
explicit powers to identify mine owners and collect contributions. The coal mine worker defined 
benefit section of the Act was closed to new members in 1993 and is in run off. 

3.27 All new (black) coal mine workers in NSW and QLD are offered Mine Wealth as a MySuper fund, and 
are provided accumulation benefits based on SG. 

3.28 We understand from the relevant stakeholders that there are no plans to change the way 
superannuation benefits are provided for either NSW or QLD coal mine workers, that is, there is no 
intention to reintroduce any State based legislation in relation to these benefits. As a result the benefits 
will continue to be provided in accordance with Federal legislation (the SG and SIS Acts) and as may be 
negotiated between employers and employees, delivered by commercial superannuation funds. 

3.29 There is no current legislation in Tasmania pertaining to the superannuation of coal mine workers. 3 

3 PwC searched the Tasmania State Law database for all key words that might be relevant and did not locate 
any relevant legislation past or present 
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WA Coal Industry & Superannuation 

3.30 In WA, the CIS Act continues to operate, with the benefits managed by Mine Wealth since 2014. The 
Mine Wealth Trust Deed makes reference to the CIS Act and regulations rather than explicitly stating 
the benefits and conditions for the WA coal mine workers. Eligibility and the compulsory contributions 
are enforceable under the CIS Act, not by the Mine Wealth Trust Deed. All operational matters and 
SISA compliance are managed by Mine Wealth. 

3.31 SG contributions (9.5% of ordinary time earnings) now exceed the employer contributions required 
under the CIS Act (currently 8.5% of the Benchmark Amount of $68,313). CIS Act employers have to 
contribute both the CIS Act defined benefit contributions to Mine Wealth and further contributions to 
either Mine Wealth or another superannuation fund to make up their full obligation for SG. 

3.32 In 2016 there were 1,213 individuals receiving superannuation benefits in accordance with the CIS Act. 

3.33 The last available annual rep0l1 for Mine Wealth (30 June 2017) reports that for the Scheme: 
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I Defined benefits only 

I 

Member funds 

I Reserves 

Total assets 

Vested benefits 

Coverage of vested benefits by 
member funds 

r 

--+ 

WA Coal Division 
30 June 2017 

$116.8 million 

$0-4 million 

1 
I 

$117.1 milliO~JI 
$83.4 million 

140.1% 
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4. Stakeholders 

4.1 PwC consulted with Treasury on the scope of the report and to identify relevant stakeholders and other 
interested parties. PWC contacted the stakeholders to determine their interest in participating in the 
review, then where agreed held telephone interviews with their nominated representative(s). Each 
party was invited to make a further written submission if they wished, and Mine Wealth took up this 
option to provide detailed commentary on the options available as they see them. 

4.2 The interviews all followed a core set of questions: 

a. Is there any public benefit in retaining the CIS Act? 

b. Reasons for keeping the CIS Act? 

c. Reasons for repealing the CIS Act? 

d. Concerns to be address if the CIS Act is repealed? 

e. Comments on the current operation of Act through Mine Wealth 

f. General comments. 

4.3 In this section we have summarised the feedback received, broadly grouped by theme and whether the 
feedback supports retaining the CIS Act, is neutral, or supports repeal. 

4.4 A graphical representation ofthe views of each stakeholder type summarises the feedback: 

Theme Retain Act Neutral Repeal Act 
- ----

Public benefit > ® ~ 
Coal Indusll'yOutlook K0 f0 (!)--I 

Employers > ® ~ 
Employees/ Members H:S> 
Cost 

® ® ~J 
State C¥) 

Tl'ustee > ® 

o State ® Union ® MineWealth ® Employer 
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4.5 Detailed comments by theme follow: 

Theme 

Public benefit 

Coal Industry 
Outlook 

180320 CISB Review 

Retain Act 

I Coal industry WA may 
I cease altogether soon so 

just wait until no 
industry and no 
members 

Neutral 

, The public are not 
affected by the CIS Act 
one way or the other 

I Coal industry WA 
production ",ill continue 
to decline so eventually 
no members anyway 

Repeal Act 

The CIS Act does not 
provide any public 
benefit 

State should not 
intervene in private 

, sector superannuation 
arrangements 

There is a 
Commonwealth 
regulated 

. superannuation system 
in place so no need for 
State 

i Coal industry WA has 
. medium to long term 

outlook so don't wait 

: Reducing workforce, 
i increasing contractor 
i workforce, higher 
, turnover of employers 

and employees, defined 
benefit less attractive 
benefit over shorter 

, terms, so no reason to 
maintain 
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Theme 

Employers 

Retain Act 

Legislation provides 
some certainty of 
employer contributions 
(allowable range of7% to 
10%) 

Neutral 

, One employer tops up to 
, SG so total contribution 

cost neutral whether 
retain or repeal 

Employees have not 
expressed any concerns 
to employer(s) about 
arrangements 

Repeal Act 

Superannuation is an 
industrial issue not a 
State issue 

Repealing the Act would 
facilitate an exit from 
defined benefits if 
desired by the 
Employers. This is likely 

I given an exit would: 

Remove the element 
of employer 
guarantee and 
remove uncertainty 
of future costs for 
employers 

The employers bear 
all the investment 
risk and operating 
costs - remove this 
aspect 

One employer 
historically pay CIS 
plus full SG so 
higher cost than SG, 
exit would reduce 
their super costs4 

Nationally all 
employees of one 
employer could be 
on same benefits 
( efficiency) 

CIS contributions 
complex and risk of 
error by employer 

Repeal and exit would 
allow employers to 

; simplify superannuation 
, arrangements, provided 
I equivalent benefits for 
i members to minimise 

industrial relations 
issues 

Repeal but forced to 
maintain defined 
benefits would not be 

I attractive to employers 
for above reasons 

4 However we understand the employer has recently renegotiated all employment conditions to reduce operating costs 
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Theme Retain Act 

Employees/Members Without the CIS Act 
employers would likely 
drive closure of defined 
benefits and employees 
would likely be converted 
to accumulation meaning 
the loss of: 

180320 CISB Review 

A valued guaranteed 
benefit 

Maintaining the 
wishes of members 
observed prior to the 
transition into Mine 
Wealth 

Members 
understand these 
benefit entitlements 

The employees do 
not bear any 
investment risk or 
operating costs 

Death and TPD 
benefits are included 
and covered by 
employer 

One employer 
historically paying 
both SG and CIS 
contributions 

Industrial 
awards/agreements are 
in place and run for up to 

I 
4 years, witl1 reference to 
these benefits and the 
Act 

Neutral Repeal Act 

, No issue provided 
maintain defined 
benefits 

[May be an issue if 
converted to 
accumulation benefits as 
a result, even if broadly 
equivalent value] 

Would enable mine 
workers to exercise 
choice of fund: 

Gain full fund choice 
options 

Gain investment 
choice 

Only require one 
fund 

Use same fund with 
other employers 

Benchmark amount is 
not tl1e same as actual 
earnings, confusing 

Contractor employees are 
not always assessed 
correctly as mine 
workers and contractors 
are not actively 
participating in the 
Scheme so Act is not 
serving any purpose for 
these employees 
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Theme 

Cost 

State 

180320 CISB Review 

Retain Act 

Members are not directly 
bearing fund operating 
costs so current 

, arrangements beneficial 
for them 

State retains role in 
deciding eligibility, 
benefits and rules of 
operation, if that is 
desired 

. While the Act is retained, 
the State can keep 
control of timing of any 
later exit or wind up 
process 

Neutral 

Expense to the state is nil 
for current arrangements 

No material savings to 
State if repealed 

State will have to cover 
costs of arranging State 

I legislative change 

State does not contribute 
to the Scheme and the 
CIS Act itself incurs 
negligible operational 
costs 

State will have to cover 
costs of arranging State 
legislative change 

Repeal Act 

Repeal would enable the 
employers and trustee to 
respond to cost issues i including 

- Employers are 
bearing costs with 
no control 

Trustee has to cover 
costs with limited 
ability to vary 
contribu tions 

If costs increase and 
employer maximum 
contribution level 
reached then 
members benefits 
may be affected 

Members are also paying 
I costs of their 
, accumulation 
! superannuation-
; potential duplication of 
, costs with no added 

benefit 

Consistent with State 
withdrawing from 
provision of 
superannuation to its 
own employees 

Removes obligations and 
risks for the State, e.g. 

I State legislative 
responsibility to ensure 

: employees join, 
employers contribute, 

, and there are potentially 
: breaches ofthese 
; requirements as State is 

not involved 
, operationally 

State exits any perceived 
liability if insufficient 

, funds to cover benefits 
and no employers will 

, contribute 

Transfers all decision 
making to the Trustee 

SG Act imposes 
minimum 
superannuation 
contribution 
requirements on the 
employers, no need for 
State to do so 
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Theme 

Trustee 

180320 CISS Review 

Retain Act 

A perceived State 
guarantee may protect 
the Trustee and is likely 
valued by members 

Act provides for 
contributions to be paid 
as part of a member's pay 
cycle which allows for 
earlier identification of 
payment issues and 
advantages the Scheme 
(whereas SG legislation 
only requires 
contributions to be paid 
quarterly in arrears) 

Neutral 

No one had issues with 
current management of 
the Scheme by Mine 
Wealth 

The Scheme is in a good 
financial position 

Repeal Act 

Industrial agreements 
could take on the power 
to identify members and 
compel employers to 
contribute (as the State is 
not enforcing this aspect 
of the CIS Act in any 
case) 

Trust Deed could provide 
options to manage 
funding shortfalls (under 
the CIS Act employer 
contributions are capped 
and Trustee cannot 
reduce benefits) 

Trust Deed could provide 
options to manage 
reserves compliant with 
SISA and prudential 
guidelines (the CIS Act is 
silent on what happens if 
no mine workers at a 
future date and reserves) 
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5. Trustee (Mine Wealth) 

5.1 Mine Wealth made a detailed submission to the review, canvassing the legal, governance and 
operational issues they have identified with the CIS Act and Regulations and their interaction with the 
Mine Wealth Deed and SISA. 

5.2 There would be several issues that would need to be resolved if the CIS Act is repealed. Mine Wealth 
also have some concerns with the current arrangements as they stand. Either way, Mine Wealth have 
proposals for fulther consideration. 

5.3 Mine Wealth's stated five key concerns are: 

a. Mine Wealth initial modelling indicates that the defined benefit arrangements are of more value 
to members than the accumulation benefits that would arise if the same contributions and 
underlying assumptions about the future experience 

b. If the Scheme was closed to new members and allowed to run off, it would still need to be 
administered and would exist for a considerable time to come 

c. It is unlikely the Scheme would continue as an open scheme long term without the CIS Act to 
enforce it, given that the Scheme is expensive and administratively burdensome for employers. 
(That is if the CIS Act is repealed, Mine Wealth anticipate the closure of the Scheme will follow.) 

d. Consideration needs to be given as to whom any surplus should be made over to in the event of 
wind up, which may follow a repeal of the CIS Act 

e. If the Act is not repealed, Mine Wealth would seek to incorporate relevant rules for the Scheme 
into its Trust Deed. 

5-4 More details of the considerations as put by Mine Wealth follow. We would suggest Treasury and Mine 
Wealth work together on these issues as soon as the State's decision on the future of the CIS Act is 
confirmed. 

Mine Wealth Concerns 

If the CIS Act and regulations are retained 

5.5 Mine Wealth suggest possible improvements to the existing CIS Act and regulations, assuming they are 
retained, based on their experience operating the Scheme since 2014: 

a. A situation exists where at least one employer who Mine Wealth believes should be contributing 
to the Scheme, is not, and the ability of Mine Wealth to enforce the contribution requirements is 
not clear. 

b. Mine Wealth suggest either the Trustee or a State government related entity should be expressly 
recognised by the CIS Act as a party entitled to enforce the membership and contribution 
requirements ofthe CIS Act. Similarly consideration should be given as to which palty should 
investigate whether an employer is subject to the CIS Act and that party needs the power to 
require employers to provide relevant information. 

c. To be entitled to a death benefit under the CIS Act a member must die whilst in service. If a 
member is diagnosed with a terminal illness and chooses to leave work whilst technically still 
able to undeltake their duties they will not be entitled to a death or TPD benefit under the 
Scheme. 

d. Mine Wealth notes that current insurance arrangements maintained to fund death and disability 
benefits include terminal illness cover at no additional cost and suggest the legislation be 
amended to allow for the payment of a terminal illness benefit when a member is assessed by 2 
doctors, whilst in service, with a terminal illness that is likely to result in their death within the 
following 24 months (consistent with the standard Superannuation Industry (Supervision) Act 
(Cth) condition of release requirements). 

180320 CISS Review 19 



If the Act is retained but regulations are explicitly incorporated into the Mine Wealth Trust Deed and 
rules 

5.6 Mine Wealth support explicitly incorporating the relevant Act clauses and regulations into the Mine 
Wealth Trust Deed and rules. In that event they recommend amending the existing Act to achieve the 
improvements outlined above, plus note: 

a. Mine Wealth would then have an ability to amend the Scheme rules in accordance with the SISA 
principles. This would allow Mine Wealth to address Scheme issues and industry developments 
as they arise more quickly and efficiently but it would involve the State Government losing 
control over the Scheme rules. 

b. Mine Wealth recommend the enforcement improvements discussed above are made to the CIS 
Act rather than in the Mine Wealth Trust Deed and rules. 

c. Mine Wealth believes that it would be necessary to still enshrine ongoing funding requirements 
for employers in the CIS Act to support future benefit entitlements. 

If the CIS Act is repealed 

5.7 If it was decided to repeal the CIS Act altogether Mine Wealth recommend that the following matters be 
considered: 

a. Mine Wealth would seek to explicitly incorporate the relevant rules for the Scheme into the 
Mine Wealth Trust Deed and rules prior to the repeal of the CIS Act, as currently the CIS Act 
and regulations are incorporated by reference into the Trust Deed, not explicitly. 

b. If the legislation was repealed, it is Mine Wealth's opinion that it is unlikely the Scheme would 
continue as an open scheme long term given that the Scheme is more expensive and 
administratively burdensome for employers. That is, it is foreseeable that the Mine Wealth 
Trustee would (eventually) be required to take steps to close and (eventually) wind up the 
Scheme. 

Repeal the Act and close the Scheme to new members 

5.8 If it was decided to close the Scheme to new coal mine workers (whether by the State amending 
eligibility conditions in the CIS Act prior to repealing the CIS Act or by the Trustee at any time) Mine 
Wealth note: 

a. When the coal industry superannuation funds in NSW, QLD and TAS were closed those States 
approached the matter by maintaining defined benefit interests for current members but closing 
the funds to new members. 

b. If the Scheme was closed to new members it would still need to be administered and would run 
off for a considerable time to come (in 2015, the youngest member was 17). 

c. If the Scheme was closed to new members it would be important to preserve existing member 
benefits and retain employer obligations particularly as to funding for existing members. 

d. Consideration would need to be given as to the application of any reserves (surplus) held in the 
Scheme on the exit of the last defined benefit member. Generally a surplus would be returned to 
members, not employers. A fair and reasonable mechanism for doing such would need to be 
developed that is consistent with the Mine Wealth Trust Deed and SISA. 

Repeal the Act and w ind up the Scheme 

5.9 The State could ask Mine Wealth to completely wind up the Scheme at the same time as repealing the 
Act, or Mine Wealth could wind up the Scheme at a later date. 

5.10 This would be a clean break approach and Mine Wealth considerations include: 

a. All defined benefit entitlements will need to be crystallised and transferred to the members' 
accumulation accounts. The basis and timing would need to be determined in advance and with 
consideration of the members' best interests. 

b. The basis, timing and mechanism for distributing the surplus (based on the 2017 position there 
would be a significant surplus) 

c. There may be ongoing benefit guarantees provided to members (or some members, e.g. 
members over 50 years of age). 

d. Insurance arrangements given that death and disability entitlements under the current Scheme 
would cease. 
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e. The cost of the wind up exercise, including ongoing guarantees and any 'tops up payments' on 
crystallisation would be met by Scheme reserves in the first instance, but may require additional 
funding by the employers. 

f. These factors and any proposed solutions would require actuarial and legal advice. 

Our observations 

5.11 Mine Wealth has identified an important list of matters to be addressed by Mine Wealth, as Trustee, in 
the management of the Scheme going forward. Mine Wealth is seeking direction from the State on its 
intentions regarding repealing the Act, so that they can fully understand and manage the consequential 
risks and issues arising for the Scheme members, employers and Mine Wealth as trustee. 

5.12 Significant risks are associated with the Scheme and its future arrangements. These include but are not 
limited to: 

a. Funding the defined benefits 

1. Employer appetite/ability to continue with contributions 

ii. Investment performance 

b. Managing costs 

i. Fixed costs but declining membership 

ii. One off costs for change 

iii. Impact on funding position and/or contributions required 

c. Compliance 

1. With SISA and regulations 

ii. With CIS Act for membership, benefits and employer contributions, if not repealed 

d. Exit strategies 

1. Determining an appropriate, acceptable and legal basis for conversion to defined 
contribution if needed 

ii. Managing stakeholders 

iii. Distribution of any reserves 

iv. Source of funding if reserves depleted. 

5.13 Mine Wealth have further work ahead to identify and fully develop the risk issues then determine the 
steps to remove or mitigate the risks, whether the CIS Act is retained or not. 
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6. Conclusions 

6.1 The arguments in favour of repealing the CIS Act: 

a. There is no evidence that the CIS Act provides any public benefit 

b. State Government should not be intervening in the superannuation arrangements of private 
sector employers, particularly as the Commonwealth Government dictates the minimum 
superannuation obligations on all employers 

c. The benefits are less generous than the superannuation provisions of Commonwealth 
Government 

d. Members are restricted in their choice of superannuation fund, choice of investment portfolio 
and insurance cover 

e. Employers have a high degree of complexity in determining their superannuation contributions 
and ensuring full compliance with SG 

f. The workforce is far more mobile and less likely to remain in the coal mining industry in WA 
through to retirement; and the eligible workforce will continue to decline 

g. The Trustee is concerned they are not achieving full compliance by all employers. 

6.2 The strongest arguments to retain the CIS Act are 

a. The Act enforces a defined benefit design and the nature of the defined benefit provides the 
members with a degree of security of the value oftheir superannuation at retirement, the value 
may be higher than any alternative accumulation design with the same contribution rates, and 
this aspect is valued by members. 

b. The WA coal mining industry has a limited future and it could be simpler to retain the Act until 
there are no coal mine workers in WA (anecdotally anywhere from 5 to 50 years away). 

6.3 Our understanding is that given the relative weight of these arguments, it will be the State's preference 
to repeal the CIS Act. 

Options for the State to consider 

6.4 The options for the State to consider and our comments on the associated key issues are: 

a. Maintain the CIS Act and Regulations as is 

The simplest way forward but will only defer the steps required to exit the arrangements. For 
example, until such time as there are no coal mine workers in WA, which may be in 5 or 50 
years, or one or more of the employers refuses to participate, or the Scheme falls into an 
unsatisfactory funding position. However this retains State legislation that does not provide any 
public benefit and maintains a role for the State in the provision of superannuation to a private 
sector workforce via a commercial superannuation fund. 

b. Maintain the CIS Act but explicitly incorporate regulations into the Mine Wealth Trust 
Deed and rules 

This facilitates Mine Wealth suggestions to give the trustee power to amend benefits as required 
to comply with SISA, identify members and collect contributions. The State may wish to also 
transfer to Mine Wealth the ability to amend the Scheme eligibility, contribution rates and 
benefit design rules. However this retains State legislation that does not provide any public 
benefit and maintains a role for the State, albeit limited, in the provision of superannuation to a 
private sector workforce. 

c. Maintain the CIS Act (as per (b)) but amend Act to close to new members - Mine Wealth to 
manage the gradual wind down ofthe Scheme as the current members retire. 

This provides for a managed exit from the defined benefit arrangements driven by the State 
rather than the trustee or employers. The trustee may then act at a future date to completely 
wind up the Scheme when it is no longer viable to continue. However this approach means the 
State is stilI directing the type of superannuation provided to some coal mine workers, and 
retains the CIS Act potentially for many years to come until all current members have left the 
coal mining industry. 
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d. Repeal the eIS Act after explicitly incorporating the regulations into the Mine Wealth 
Trust Deed and rules 

This ensures Mine Wealth can seamlessly continue to provide the Scheme benefits to the 
members and employers, then make its own decisions on the future of the Scheme. The State is 
completely removed from any role in the superannuation provided to coal mine workers in WA. 
The trustee (and employers) can decide whether to close the Scheme to new workers or wind up 
the Scheme entirely at a future date, without involving the State. We note that it is highly likely 
the Scheme would be wound up and this may be an issue for some or all of the members. 

e. An immediate repeal oftlle eIS Act 

An immediate repeal, that is, before incorporating the regulations in the Mine Wealth Trust 
Deed and rules, would potentially expose the Mine Wealth trustee to legal issues and 
complexities and may not serve the members well. The risks include 

• Mine Wealth Trust Deed and rules refer to the eIS Act and regulations for the detail of 
benefits, if the eIS Act and regulations no longer exist this aspect of the Trust Deed may 
not be enforceable and the trustee may not be able to continue to operate the Scheme 

The trustee has no ability to compel employers to contribute to a defined benefit scheme 
and the employers may cease to do so at any time post repeal 

Depending on the fund's financial position, the trustee may have insufficient funds to 
meet all benefit payments when due. 

If Mine Wealth are not given sufficient notice, an immediate repeal could lead to significant 
disruption for the members. We note that it is highly likely the Scheme would be wound up and 
this may be an issue for some or all of the members. 

6.5 In our view, considering these options, repealing the eIS Act is a viable course of action for the State. In 
particular, we recommend option (d) above, that is, repeal the eIS Act after explicitly incorporating the 
regulations to the Mine Wealth Trust Deed and rules. We note that the Scheme may subsequently be 
wound up by Mine Wealth which may become an issue for some or all ofthe members. 

6.6 If the State decides to repeal the ers Act, the process would likely involve 

a. State consults with Mine Wealth on the timing of repeal 

b. State notifies Mine Wealth and stakeholders ofthe intended date of repeal 

c. Mine Wealth incorporates the regulations within the Mine Wealth Trust Deed and Rules before 
the intended date of repeal and at their discretion address any other issues raised in their 
correspondence as they see fit, by amending the Trust Deed and rules, in accordance with srSA 

d. State then repeals the Act on or after the intended date of repeal. 
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Appendix A: CIS Act benefits 
The following is a brief summary of the contributions and benefits for the Coal Industry Superannuation Fund 
as per the CIS Act and regulations. 

Category A members 

A.1 This category consists of the defined benefit members of the Fund. 

Contributions 

A.2 Members contribute 3.0% of the Benchmark Amount. 

A.3 Members can make additional voluntary contributions to the Fund. These contributions form an 
additional accumulation in respect of the member, to which interest is credited at the end of each year. 

AA The employer contributes the balance of the cost of providing benefits, as recommended by the 
Actuary. Currently employers contribute 8.5% of the Benchmark Amount. 

A.5 The regulations require the employers to contribute not less than 7% of Benchmark Amount nor more 
than 10% of Benchmark Amount. 

Retirement benefit 

A.6 Members can retire at any time after age 55, but the defined benefit under this category of membership 
ceases to accrue at age 65. 

A.7 A member who retires on or after their 55th birthday is entitled to receive a lump sum benefit equal to 
their accrued benefit. The accrued benefit is calculated as the member's Benchmark Amount at the 
time of benefit payment multiplied by: 

• 13% times years of Category A membership prior to 1 July 1988; plus 

• 12% times years of Category A membership since 1 July 1988. 

A.8 Prior to retirement, the member can request the Board to retain all or part of the benefit in the Fund. 

Death or total and permanent disablement (TPD) benefit 

A.9 If death or total and permanent disablement (TPD) occurs before a member has reached 60 years of 
age, the member will receive a benefit equal to the accrued retirement benefit calculated at age 60 
assuming the Benchmark Amount remained unchanged from the date of disablement. 

A.10 If death or total and permanent disablement occurs after a member has reached 60 years of age, the 
member will receive a benefit equal to their accrued retirement benefit. 

Partial and permanent disablement benefit 

A.11 If a member is classified as being partially disabled, an early retirement benefit is payable, calculated 
as the accrued benefit at the date of disablement. 

Resignation benefit 

A.12 If a member elects to retain the whole benefit in the Fund as a defined benefit, the resignation benefit is 
equal to the balance of the member's accrued retirement benefit (as defined above). 

A. 13 Otherwise, the resignation benefit is equal to the balance of the member's accrued retirement benefit 
multiplied by the discount factor. 

Where: 

"discount factor" is a discount rate of x% per annum for each year remaining until age 55, subject to a 
maximum of 20 years . Currently the discount rate is set at 0% per annum. 
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Accumulation benefits 

A.14 In addition to the above benefits, the member is also entitled to the balance of any accumulation 
accounts. 

Retained benefits 

A.15 If a member elected to retain the whole balance of their original benefit entitlement in the Fund and 
subsequently requests payment of that benefit after turning age 55, then the benefit payable is 
calculated as the member's multiple times Benchmark Amount at the date of benefit payment. 

A.16 If a member elected to retain the whole of the benefit payable in the Fund and subsequently requests 
payment of that benefit prior to turning age 55, then the amount of the retained benefit is calculated as 
the discount factor times the member's multiple times Benchmark Amount at the date of benefit 
payment. 

Where: 

"discount factor" is a discount rate of x% per annum for each year remaining until age 55, subject to a 
maximum of 20 years. Currently the discount factor is set at 0% per annum. 

"member's multiple" is the value of the accrued retirement benefit at the date of resignation divided by 
the Benchmark Amount at the date of resignation. The member's multiple is recorded by the Fund at 
the date of resignation and remains unchanged thereafter. 

A.17 If a member has elected to retain only part of the benefit payable, then the benefit retained in the Fund 
is treated as an accumulation benefit and credited with interest each year. On withdrawal from the 
Fund, the member is entitled to the balance in their accumulation account. 

Category C Members 

A.18 This category is available for employees who have temporarily been employed as mine workers . 

A.19 Members may contribute additional voluntary contributions as outlined above. 

A.20 The employer is not required to contribute under this category (unless bound to do so by an Award). 

A.21 A Category C member leaving for any reason receives the balance of his or her accumulation 
accounts. 

180320 GISB Review 25 



Appendix B: Comparison to NSW/QLD 
The table below sets out the arrangements for a new black coal mine worker 

I I WA NSW/QLD 

1 Legislation 

Type of benefit 

Superannuation Fund 

Subdivision 

Benefit 

Salary for benefits 

CIS Act and regulations 

I Defined Benefit 

Mine Wealth + Wellbeing 
! Superannuation Fund 

WA Coal Division 

Queensland - Nil 
I NSW - NSW Coal and Oil Shale j 

==i;Mine Workers Superannuation Act 
Accumulation 

Mine Wealth + Wellbeing 
Superannuation Fund 

I MySuper-or investment choice -

Lump sum Lump sum 
12% times Benchmark Amount Contributions plus investment 
times completed years of service at returns less tax less 
retirement date ___ -+-"e::.:x,l2enses/premiums 
Benchmark Amount (BM) is set by Ordinary time earnings (OTE) of 
regulation (same for all members) individual member 
$68,313 at 1 July 2017 
Increases annually by average 

f--::-__ --:-_-=---:-...,.,--:-:-____ -t-'e:c:a.:.:..rn:..;.;iC-:>ngs increases 
Compulsory Contributions I 

~-+~~~--:-~--:---
Member 3% of BM (paid post tax) 

Employer ! 8.5% of BM currently 

I 

(must be between 7% and 10%) 
Employer must contribute an 
additional amount to ensure total 
superannuation contributions of 
9.5% of earnings per annum 
The additional contribution may be 
paid to any eligible superannuation 
fund chosen by the member, one 

9.5%pa of OTE currently 
IncreasinQ to 12% over time 
N/A 

-

1--________ --:::---:-:-_ +--:=:Ol2tion is Mine Wealth 
Taxation Employer contributions taxed at Employer contributions taxed at 

15% 15% 
~_~=-~~ _______ ~~Fu~n~d~e~a~r~n=ingstaxedat15% 

Death Benefit Lump sum 
Fund earnings taxed at 15% 
Lump sum 

Insured amount 

Insurance premium 

Investment portfolio 

Fund operating costs 
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12% times BM times service up to 
age 60 

Lump sum 
12% times BM times future service 
to age 60 

Superannuation account balance 
plus insured amount 

Lump sum 
A default amount based on age, 
maximum of $100,000; with an 

---,--____ ---,.,-,-_-f---=O,l2tion to increase 
Met from Fund assets not explicit Explicit deduction from member's 

I deduction sUl2erannuation acc=,co:::,:u=.:n,:.:.t ___ _ 
Set by Trustee I Selected by Member 

Met from Fund assets not explicit Met by explicit deduction of 
deduction administration fees from member's 

___ superannuation acco~ _ 
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