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The past year has been dominated by political and economic 

uncertainty. In Australia and beyond we’ve seen a splintering 

of consensus around how countries and economies should be 

managed. This is resulting in outcomes that diverge from 

what we had come to consider the norm, such as Britain 

deciding to leave the EU, and central banks setting interest 

rates below zero in a range of advanced economies. 

While questions remain about the outlook for Australia, we 

are in a position of relative strength. The transition from the 

mining investment boom to a broader based economy, plus 

the relatively lower Australian dollar, are supporting 

employment and moderate growth; and with competitive 

advantages in industries like education, tourism, agribusiness 

and health, we should be well-positioned for the future.  

Against this backdrop, in the Commonwealth Bank we remain 

steadfast in our vision, to excel at securing and enhancing the 

financial wellbeing of people, businesses and communities. 

We employ 51,700 people, support nearly 16 million 

customers, are the largest taxpayer in Australia(1), and pay 

dividends to more than 800,000 shareholders. We will 

continue to work hard to deliver security and performance for 

all our stakeholders.  

In doing so, we are committed to acting in accordance with 

our values of integrity, accountability, collaboration, 

excellence and service. Over the last three years we have 

been implementing a long-term program to strengthen these 

values and embed them in the culture of the Group. Most 

recently this has included providing our people with further 

guidance on the behavioural expectations for each of our 

values; and ensuring our vision and values are reflected in 

recruitment, training and performance management practices. 

In terms of customer facing measures we have established a 

new Customer Advocate function in the Group, to drive fair 

customer outcomes and complaint resolution, and to improve 

our prevention and remediation processes. We are also 

continuing to evolve our remuneration structures to ensure 

alignment with our values. 

In the broader arena there has been heightened scrutiny of 

the financial services industry in the past year.  We welcome 

this scrutiny because trust is critical to our business.  Our 

industry is committed to a wide range of measures to address 

concerns and improve practices. This includes moving to a 

user-pays model whereby the industry will contribute to 

ASIC’s funding to enhance its ability to exercise its regulatory 

powers. An independent review of product sales-commissions 

and product based payments is already underway, with a 

view to removing or changing them where they could lead to 

poor customer outcomes; and the industry is working with 

consumer organisations to strengthen commitments to 

customers in the Code of Banking Practice.  

An industry register is being established to help prevent the 

recruitment of individuals who have breached the law or a 

code of conduct, with the aim of removing them from the 

industry; and protections for bank employees who speak out 

against poor conduct will be standardised.  At the 

Commonwealth Bank we have had a long-standing 

Whistleblower Protection Policy and in 2014 introduced an 

external, independently run SpeakUp Hotline which is 

available 24/7 to any employees who wish to raise a concern. 

Operating and Financial Results 

Detailed commentary on the operating and financial results 

for 2016 is included in the CEO’s statement. In summary, the 

Group delivered a solid performance for the year. Net profit 

after tax on a cash basis was $9,450 million, up 3% on last 

year. The final dividend for the year was $2.22, taking the full 

year dividend to $4.20 per share fully franked. Earnings per 

share on a cash basis was flat on the prior year at $5.55 per 

share. Return on equity was 16.5%, down 170 basis points, 

due to the increased equity base following the Group’s 

$5.1 billion capital raising in the first half of the year.    

Capital and Funding 

To reinforce our ability to support our customers for the long-

term, we continue to strengthen our capital and funding 

positions. As at 30 June 2016, the Group had a Common 

Equity Tier 1 (CET1) capital ratio of 10.6% on an APRA basis, 

up from 9.1% at 30 June 2015.  On an internationally 

comparable basis our CET1 capital ratio was 14.4%, up from 

12.7%. This bolsters our position at the top end of the top 

quartile of international peer bank capital rankings.  Our 

capital position has been strengthened by our $5.1 billion 

entitlement offer to all shareholders, and through sound 

organic capital growth. We are also one of a very small 

number of global banks with ratings in the AA band which 

allows us to secure lower cost funding for our customers.   

With regulators both domestically and internationally now 

taking a broader view of the necessary foundations for a 

strong and resilient banking system, we have also 

strengthened our funding and liquidity positions. The Group’s 

Liquidity Coverage Ratio of 120% is significantly higher than 

the APRA requirement of 100%, and our net stable funding 

ratio, on current calculations, exceeds 100%. The regulatory 

outlook will evolve and towards the end of the 2016 calendar 

year the Basel enhancements are expected to be announced. 

We are confident that we will maintain our position of strength 

across all required metrics.  

Dividends 

The Group’s dividend policy seeks to deliver: 

 Cash dividends at strong and sustainable levels; 

 A full-year payout ratio of between 70% and 80%; and 

 The maximum use of franking by paying fully franked 

dividends.  

In keeping with this policy, the Board determined a final 

dividend of $2.22 per share for the second half year of the 

year, representing a dividend payout ratio of 82.3%.  This 

brings the total dividend for the year to $4.20, flat on the prior 

year, and represents an overall dividend payout ratio (cash 

basis) of 76.5%.  Our dividend policy has again been 

supported by the Group’s consistently strong financial 

performance.  

Customer satisfaction 

Over a number of years, our most important metric has been 

customer satisfaction and this remains the case. Serving our 

customers and acting in their best interests is what makes our 

business sustainable.  

Our people have been working tremendously hard in recent 

years to deliver the service, products and innovation that 

customers expect. A mark of their success is that we have 

held the top spot for retail customer satisfaction for 13 

consecutive months to June 2016, and ranked outright or 

equal first for small business satisfaction for 22 consecutive 

months. We rank first or equal first for customer satisfaction in 

all key business banking segments, mobile and online 

banking, and adviser satisfaction in Wealth Management. 

While these are all real achievements, we know that customer 

(1) Source: Bloomberg 
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expectations will continue to grow and evolve, so we must 

keep raising our standards and maintain our focus on the 

satisfaction and financial wellbeing of every customer. 

Innovation 

Another area where we continue to work extremely hard is 

innovation. Innovating purposefully and for the benefit of our 

customers has been at the centre of our strategy for the last 

10 years.  This focus has seen Commonwealth Bank deliver 

unparalleled digital banking capabilities, including our 

industry-leading CommBank app which is now regularly used 

by 3.7 million customers. In addition to providing frequent 

improvements for existing customers such as new “photo a 

bill” functionality for easy bill payment, new-to-bank 

customers can now download the CommBank app, open an 

account and start transacting immediately. 

Business customers are benefitting from services like Daily 

IQ, our award-winning data analytics app which provides 

insights about their business, customers and market. Our 

state-of-the-art Innovation Lab network, established across 

Sydney, Hong Kong and London, now allows us to partner 

with clients, to workshop bespoke solutions for their needs, 

and to work with start-up and FinTech companies to develop 

cutting-edge products and services. We are also using our 

investments and presence overseas to bring new thinking and 

ways of working into the Group.  A current example is the 

lessons we are learning from TYME (Take Your Money 

Everywhere), the South Africa based financial services 

technology company that we acquired in 2015. TYME 

designs, builds and operates digital banking ecosystems that 

serve customers in emerging markets, and recently launched 

MoneyTransfer, a secure and low-cost remittance service that 

operates through supermarkets. We believe these 

innovations in support of financial inclusion will supplement 

our strategies in India, China and Vietnam.  

We are also investing in blue-sky projects like blockchain and 

quantum computing.  We know that computing power will be 

a limit to accelerated innovation in the future, so we have 

committed an additional $10 million to Australian researchers 

who are building the world’s first silicon-based quantum 

computer.  Mindful not just of the opportunities, but also of 

potential future threats, we are investing in cyber security and 

have partnered with the University of New South Wales to 

develop a centre of expertise for cyber security education. 

Our people, diversity and inclusion  

We are first and foremost a people-business and our people 

are our biggest asset. We therefore seek to create an 

environment in which everyone can do their best work, and 

feel motivated, included and respected. In the past year this 

has meant having discussions with our people across the 

Group about the contribution they make to our vision by living 

our values.  

We also seek to create a workforce that reflects the 

communities in which we operate. Our workforce is 58 

percent female, and having achieved our target to have 

women in 35 percent of Executive Manager and above 

positions, we have increased the target to 40 percent by 

2020.  Recently a sixth woman was appointed to our most 

senior leadership team, which will take us to gender equality 

on the Executive Committee in the first half of the 2017 

financial year. Our 12 member Board also now comprises 

four women.  

As a mark of our progress we have again been awarded an 

Employer of Choice for Gender Equality citation from the 

Workplace Gender Equality Agency. We have also been 

named the second-most inclusive employer in the 2016 

Australian Workplace Equality Index Awards, and the Group’s 

employee network Unity was named the 2016 LGBTI 

Employee Network of the Year.   

Looking ahead we will be focusing on improving the Group’s 

ethnic diversity, so that we better represent our customers 

and communities.  

Environment, Social and Governance (ESG) 

priorities 

We actively consider the environmental, social and economic 

impacts of our activities.  We are committed to operating 

sustainably and to making a positive contribution beyond our 

core business.  

In the first half of the 2016 financial year we revised our 

Group Environment Policy to acknowledge international 

efforts to limit global warming to two degrees Celsius, and to 

define the role we play in supporting the transition to a low 

carbon economy and in tackling climate change. On the 

lending side, we have entrenched our ESG Lending 

Commitments through extensive training and a new ESG risk 

management tool that is central to the credit decision 

process. We also disclose the assessed carbon emissions of 

our business lending portfolio, a first for any Australian bank.  

Our lending exposure to renewable energy generation is now 

more than five times greater than our exposure to direct coal-

fired electricity generation.  

On the investment side, a new “Wealth Management 

Responsible Investing Framework” integrates ESG factors 

across our Wealth Management investment processes, 

consistent with the pursuit of sustainable long-term 

investment outcomes for clients. A responsible investing 

training module has also been rolled out to Wealth 

Management professionals.   

In terms of our own environmental footprint, we continue to 

raise our targets for reductions in waste, water and energy 

usage. We are the first Australian Bank to be awarded, by the 

Green Building Council of Australia, a 5 Star Green Star 

rating for our current branch design; and Commonwealth 

Bank Place in Sydney is the first Australian office awarded a 

6 Star Green Star rating across all four aspects: design, 

construction, interior fit-out and operational performance. 

We have issued a new Human Rights Position Statement 

which states our responsibility and commitment to respect 

human rights across all of our operations. The Group is 

committed to being a responsible corporate taxpayer and to 

acting with the highest integrity in complying with all prevailing 

tax laws. From a governance perspective, the Group is a 

signatory to the Voluntary Tax Transparency Code. As part of 

our compliance with this code, we will continue to provide 

transparency on our approach to tax risk, governance and tax 

paid in Australia. Commonwealth Bank is now the largest 

corporate taxpayer in Australia.  

We benchmark our progress in these areas against a number 

of leading global sustainability indices and surveys. In 2016 

we were pleased to be named the number one Australian 

company and number one bank in the world in the Global 100 

(G100) Most Sustainable Corporations Index. We have also 

again been included in the Dow Jones Sustainability Index 

World Index, the CDP ASX 200 Climate Disclosure 

Leadership Index, and the FTSE4Good Index.   
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We are not perfect but we continue to make good progress in 

this arena. 

Open Advice Review program  

In 2014 we set up the most comprehensive review of financial 

planning advice ever undertaken in Australia in response to 

concerns raised regarding past instances of poor financial 

advice. The program was open to all Financial Wisdom and 

Commonwealth Financial Planning customers who received 

financial advice between 2003 and 2012. Following an 

extensive advertising campaign and a mail-out to around 

350,000 households, approximately 8,600 customers 

requested a review of their advice. Examining each individual 

customer’s case and circumstances has been a complex 

process, but more than 500 people have been dedicated to 

the program to ensure that each case gets the attention it 

deserves and that we can put things right where mistakes 

were made. Good progress has been made, and as at the 

end of June 2016, 4,014 assessments have been issued and 

compensation totalling $7.6m has been offered in 562 cases.  

The program, which is overseen by a range of independent 

parties, is on track to deliver all assessments by the end of 

the 2016 calendar year.  

CommInsure 

We have taken the recent discovery of poor experiences for a 

number of our CommInsure insurance customers extremely 

seriously. The allegations made are completely inconsistent 

with the culture that underpins the Commonwealth Bank and 

are not a reflection of the values of our people and business.  

All five customer cases aired by the ABC have been resolved, 

with three resolved before the program went to air.  We have 

also launched investigations into the root causes of the 

concerns raised, particularly in light of allegations made in the 

program that these were widespread, and the result of 

deliberate action. 

To date we have not found evidence to substantiate any of 

the claims of widespread problems and wilful misconduct. 

These reviews involve well-regarded independent specialists 

and encompass policy definitions, claims review processes, 

and other factors such as remuneration and whistleblower 

practices. We have been working constructively with the 

regulators on the reviews.  The reviews are making good 

progress, though given the size of the business, and our 

determination to investigate thoroughly, work remains 

ongoing.  

To determine whether other past denied claims warrant 

further action we have appointed Deloitte Touche Tohmatsu 

to review a sample of life insurance claims declined over the 

last five years. Deloitte is further mandated to provide 

recommendations to the CommInsure Board with regard to 

any improvements that can be made to claims policies and 

procedures. We have also committed to update our policy 

definitions more frequently to reflect medical advances.  

To ensure transparency and consistency going forward, a 

Claims Review Panel has been established as a permanent 

and additional layer of assurance. The Panel includes four 

independent experts, drawn from the medical, consumer 

protection, and legal professions. Where CommInsure 

recommends that a complex life insurance claim be declined, 

it will be referred to the Panel for independent review and 

assessment to ensure that the outcomes are fair, balanced 

and consistent.  

 

Corporate Governance and Board Appointments  

A critical goal of the Commonwealth Bank Board is to ensure 

the Group is trusted and achieves the highest ethical 

standards, so that we continue to best serve our customers, 

shareholders and the broader community. As Chairman, I 

seek to advance the sustainable performance of your 

company by bringing the experience, skills and insights of 

Board members to bear, so that we remain Australia’s leading 

bank. 

This year I am pleased to have been able to bring to the 

Board the skills and experience of Catherine Livingstone and 

Mary Padbury. The Group’s ability to consistently drive 

customer-focused innovation is absolutely critical. We 

welcome the depth and breadth of knowledge Catherine 

brings as a thought-leader on innovation, and as an 

experienced leader of several of Australia’s most innovation-

focused organisations. As an eminent intellectual property 

lawyer, Mary brings both her insights on how the interplay of 

technology and regulation will shape our industry in future as 

well as her management and broad international experience 

to Board deliberations. More information about both Catherine 

and Mary can be found on pages 40 and 41 of this report.   

We will miss Jane Hemstritch who retired from the Board in 

March after serving more than nine years as a Director. Jane 

chaired the Remuneration Committee for six years and made 

a distinguished contribution through her judgement, insight, 

and humour. I thank Jane for her outstanding contribution.  

On Jane’s departure, Sir David Higgins assumed the role of 

Chairman of the Remuneration Committee. At the end of 

September the chairmanship of the Risk Committee will 

transition from Harrison Young to Shirish Apte. Harrison has 

done a tremendous job as Chairman, and will remain a 

member of the Risk Committee.  

In the year ahead your Board will meet both with and without 

the Chief Executive Officer to discuss the Group’s business 

and strategy and to carry out our duties in the context of the 

Audit, Risk and Remuneration Committees.  We also look 

forward to meeting with management, our people and 

shareholders, to communicate the Board’s priorities, centred 

on our vision, values and culture, and to listen to feedback.   

I am very grateful to all my colleagues on the Board for the 

effort and hard work they put into performing their duties, 

which requires extreme dedication.  

Outlook 

Turning to the outlook for the 2017 financial year, we believe 

that the Australian economy is as well-positioned as it can be. 

We have key strategic advantages, including our proximity to 

populous growth markets, our rich natural reserves, and our 

dynamic and multicultural workforce. The transitions that have 

been taking place – with the services sector taking up the 

slack from mining, our exports becoming more diversified, 

and SMEs playing a greater role – are providing the 

foundations we need for prosperity and success.  

The ability to realise this potential however, is greatly 

dependent on the supporting environment, both domestic and 

international. Stable and well-communicated policy settings 

are of course necessary to ensure that businesses have the 

confidence to invest for growth, and to give people assurance 

about their employment prospects and costs and quality of 

living. However, the external backcloth of political, economic 

and security uncertainty around the world takes a toll on 

confidence; and the policy responses to-date, including 
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quantitative easing and a creep towards closed borders, will 

inevitably present challenges. We now face the prospect that 

low or negative interest rates, low inflation and low growth are 

the new norm, and we are yet to understand what long-term 

impacts this will have.   

While this is a most uncertain global environment, at the 

Commonwealth Bank we are focused on what will make 

Australia and of course, your bank, successful in the future, 

and how we can help achieve that. The importance of our 

basic responsibility – to supply businesses with credit so they 

can grow and employ more people, and to provide people 

with loans and financial products so they can buy a home and 

plan for their future – will remain our top priority. But in doing 

so, we seek to leverage our resources – our capital, our 

innovation and our people – to support the economic activities 

that we believe are critical to our common future. 

That’s why we invest in innovation, support new industries 

such as renewable energy, help traditional sectors like 

agriculture adapt and prosper through new technology, and 

fund education initiatives that will build the skills needed for 

the future. 

Through these strategies we will seek to remain a highly 

successful bank for our people and our shareholders.  

I would like to thank everyone in the Group for their 

continuing hard work and commitment to our vision and 

values, and express my gratitude to our shareholders and 

customers for your continuing support. 

 

 

 

 

 

  

David Turner 

Chairman 

9 August 2016 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 




