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Introduction

In this year’s report

This report is structured around
the issues that VicSuper, our
members, our employers and
other stakeholders consider
our key material issues (see
more information on the next
page). Using these issues as
a guide, we aim to report our
performance and approach to
business in a way that’s relevant
and clear for all stakeholders.
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About this report

VicSuper publishes one report on our
annual performance for all VicSuper
stakeholders. This report is the VicSuper
Performance Report and it details our
performance for the financial year ended
30 June 2011 (unless stated otherwise)
and explains the way we’re building a
sustainable super fund for the benefit of
our members. It also includes information
about the management and financial
condition of VicSuper.
Last year, we combined our Member
Report and Sustainability Report for the
first time. This year we aim to better
integrate our reporting – this means
producing a report that includes annual
performance and future goals, is inclusive
and responsive to stakeholders, is aligned
with our core business strategy, and makes
connections between economic, social and
environmental issues.
In order to provide timely information to
members, this is a concise version of the
full VicSuper Performance Report 2011 –
the full report will be available online on
4 October 2011.

Material issues
VicSuper identified the following material
issues for 2010/11:
>
>
>
>
>
>
>
>
>

Adequacy (of retirement savings)
Education and advice service provision
Investment performance
Investment policy and approach
Economic conditions
Superannuation changes and legislation
Big picture sustainability issues (climate,
energy, food and political instability)
Fees
Fund governance

To determine our ‘material issues’, we
used a combination of internal processes
and external feedback. More information
on VicSuper’s stakeholder engagement
process will be included in the full VicSuper
Performance Report, to be published in
October 2011.
If you have any feedback or questions
about the report, please call our Member
Centre on toll free 1300 366 216 or email
sustainability@vicsuper.com.au

Global Reporting Initiative
The full VicSuper Performance Report is prepared using the Global Reporting Initiative (GRI)
Guidelines – which is a framework to set out economic, environmental and social indicators
for organisations to report against. This concise version is intended to provide a simpler and
shorter version of the report, however, it does not adhere to the GRI standards.

Independent Concise Assurance Statement

To the Board of Directors and management of VicSuper Pty Ltd:
VicSuper Pty Ltd (VicSuper) commissioned Net Balance Management Group Pty Ltd
(Net Balance) to provide independent assurance of the sustainability performance
information within its 2010-2011 Concise and Full Performance Reports (the
‘Reports’). The Reports were prepared by VicSuper. Net Balance’s responsibility is to
the Board and management of VicSuper alone.
This statement provides a brief summary of assurance outcomes relating to the
Concise Report. A Type 2 moderate level of assurance was provided over the Concise
Report, with the exception of greenhouse gas emission information, for which a high
level of assurance was provided. A full assurance statement which relates to the
Reports is available at www.report2011.vicsuper.com.au
The assurance engagement was conducted in accordance with the AA1000
Assurance Standard (AA1000AS 2008). This included:
>
>

an evaluation of VicSuper’s adherence to the AA1000 AccountAbility Principles
(2008) of Inclusivity, Materiality and Responsiveness
a review of the accuracy and quality of reported information.

Overall, it is Net Balance’s opinion that the information presented within the Concise
Report is a fair, accurate and reliable summary account of VicSuper’s sustainability
performance during 2010-2011. To ensure that VicSuper continues to improve, Net
Balance has identified a number of recommendations which have been provided to
VicSuper management in a detailed report.
On behalf of the assurance team.

Terence Jeyaretnam, FIEAust
Director, Net Balance & Lead CSAP (IRCA UK)
23 August 2011, Melbourne, Australia
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Introduction

About VicSuper

We’re a Victorian-based public offer
superannuation fund. We’re not-for-profit,
and open to everyone. Any individual in
Australia can join, and any employer can
choose to pay super contributions into
our fund.
We administer our services in-house,
enabling our members to receive value
for money from their superannuation,
including:
>
>
>

>
>

superannuation plans for all stages
of life
a competitive fee structure
competitive long-term investment
returns, with a proportion of assets
selected and screened for sustainability
online account management, and
expert advice and help at no extra
charge.

VicSuper Pty Ltd (VicSuper) is the Trustee
and administrator of VicSuper Fund.
VicSuper owns the assets of VicSuper Fund
on behalf of members.
VicSuper – at 30 June 2011
Net assets
Members
Employers

$8.5 billion

262,285
15,987

VicSuper’s approach
As a superannuation provider, VicSuper’s
purpose is to help people save for and
meet their income needs in later life.
This purpose drives everything we do; it’s
the reason we exist.
Ultimately, it means providing the best
possible investment returns for a low
cost, along with all the help and tools our
members need to understand and make
the most of their super.
We invest our members’ savings in order
to earn investment returns. Over the long
term, their superannuation balance should
grow though a mix of these returns, regular
super contributions and tax concessions.

Building a sustainable
super fund
VicSuper’s difference is in the way we do
this – which we believe will lead to higher
investment returns and better results for our
members over the long term.
We operate and invest based on economic,
social and environmental considerations,
not just traditional financial considerations.
This approach provides a broader
perspective, helping to identify those
challenges and opportunities that will
benefit our members the most, both now
and in the future.
We believe that a viable global economy
depends upon a sustainable supply of
natural resources, healthy environments,
productive workforces and cohesive
societies. In a rapidly changing world,
issues including climate change, energy
production, and water scarcity will not only
affect our daily lives – but also the ability
of companies and other assets to generate
cash flow and provide investment returns
for super fund members.
It is why our goal is to build a sustainable
super fund.
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Chief Executive and Chairperson’s introduction

2010/11 was a positive year for
VicSuper members. Investment
returns for all seven investment
options were strong, and
VicSuper continued to improve
and expand our membership
services and benefits.

Last financial year provided the second
consecutive year of positive returns for each
of our investment options, with the default
option for members – the Growth Option
– returning a net earning rate of 11.76%.
VicSuper’s strong growth performance
throughout the year also extended beyond
our investment returns. Net assets of
the Fund increased by 19%; the average
VicSuper Scheme member’s account
balance grew by 18%; total VicSuper
membership rose by over 2%, and the
number of employers paying to VicSuper
on behalf of their staff increased by 6%.
VicSuper’s insurance offering to our
members was also significantly enhanced
during the year. We negotiated lower
premiums in most cases and introduced
default income protection, offering greater
flexibility and protection for our members.
Close to 6,000 VicSuper Scheme members
took advantage of the special insurance
offer when it was introduced, and by
30 June 2011 a total of 63% of our
VicSuper Scheme membership had the
reassurance of insurance cover offered
through VicSuper.
Internally, VicSuper continued to reduce
our environmental impact. 2010/11 saw
emissions associated with vehicle travel
decrease by 28% and electricity usage
decrease by 8.5%, together with an overall
reduction in carbon emissions.
VicSuper members are contributing
to emission reductions by signing up
for email correspondence, and using
VicSuper MembersOnline for their account
management. Email consent allows us to
keep members informed almost instantly
when significant events occur, such as the
recent market volatility.
Our purpose is to help people prepare for
their income in later life and retirement,
chiefly by helping them achieve their
investment goals in superannuation. To
this end, VicSuper’s investment approach
is long term, and invests heavily in shares,
as the asset class historically providing the
best long-term returns. The strength of
international and domestic equity markets
was a significant contributor to VicSuper’s
double-digit return for the Growth Option
last year.
In the current financial year, VicSuper will
complete a strategic investment review
with the aim of improving long-term
returns through implementing changes to
asset allocations, manager selection and
risk management.

Since the end of the financial year
– and particularly during August 2011
– sharemarkets in Australia and globally
have increased in volatility, mainly as a
result of a downgrade in the United States
credit rating and concerns about sovereign
debt in the Eurozone.
While market volatility is normal, it can
be concerning to all superannuation fund
members. This financial year VicSuper will
be launching an expansion to our advice
service, offering phone-based advice
covering topics including investment choice.
This service will make advice more relevant
and accessible to a greater proportion of
our membership.
On a macro level, the key sustainability
risks and opportunities for VicSuper remain
similar to previous years, and include the
risk of carbon pollution and the uncertainty,
particularly in Australia, of pricing the cost of
carbon emissions. Appropriate governance
standards in some companies is also still a
major issue and it highlights the need for
funds such as VicSuper to protect the longterm interests of our members by engaging
with companies in which we invest.
In this – VicSuper’s second integrated
Performance Report – we illustrate our
continuing commitment to integrate
sustainability into all our business operations
for the long-term benefit of our members.
In December 2010 VicSuper’s long-standing
Chief Executive Bob Welsh retired. Our
special thanks to Bob for more than 10
years of passionate commitment to building
a sustainable super fund and keeping our
focus on generating returns for VicSuper
members. Michael Dundon has since
joined VicSuper as our new Chief Executive
and we look forward to working with him
to further enhance the value we provide to
our members.
Lastly, but significantly, thank you to our
members for your continuing support of
VicSuper. We look forward to building on
last year’s successes during 2011/12.

Barbra Norris
Chairperson

Michael Geraghty
Acting Chief Executive
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VicSuper news

Superannuation update
Stronger Super update
Last year, when the final Cooper review
report into the governance, efficiency,
structure and operation of Australia’s
superannuation system was published,
the Government responded with the
’Stronger Super’ proposals, outlining
support for 139 of the Cooper Review’s
177 recommendations. The working
group’s reports for MySuper, governance,
self-managed super funds (SMSFs) and
SuperStream, were all due at the end of
May 2011 but have not yet been released.

Flood and cyclone levy to fund
reconstruction

VicSuper welcomes new Chief
Executive
VicSuper is pleased to announce the
appointment of Michael Dundon to the
role of VicSuper Chief Executive Officer,
following the retirement of Bob Welsh.
Michael previously held the position of
CEO with ESSSuper, and brings extensive
management experience with him. Michael
will assist in driving VicSuper forward, with
a focus on improving retirement outcomes
for VicSuper’s members.

The Federal Government has introduced
a one-off levy to help fund the rebuilding
of essential infrastructure damaged by
natural disasters. The progressive Flood and
Cyclone Reconstruction Levy is an addition
to income tax and only applies for the
2011/2012 financial year. Accordingly,
this may include the taxable portion
of lump-sum withdrawals and pension
payments that you receive from
superannuation. People who are exempt
from the levy can seek a variation to their
withholding tax payments.

2011 Federal Budget
The Government proposed a number of
changes in the May 2011 Budget but these
have not yet been made law.
These proposals include relief for breaches
of superannuation contributions caps.
Under the proposal, if a person breaches
their concessional contribution cap
by up to $10,000 they will be given a
one-off option to request that these excess
contributions be refunded and taxed at
the marginal tax rate.
The Government expects that this reform
will help to reduce the number of occasions
where the concessional contribution
cap is exceeded resulting in an excess
contributions tax (ECT) assessment.

Currently, the concessional contributions
cap is $25,000, or $50,000 until 30 June
2012 for those aged 50 or over. The
Government has proposed extending the
concession to allow individuals age 50 or
over with less than $500,000 in super a
concessional contribution cap of $25,000
more than the lower cap (currently
$25,000 per year).
If passed, both of these changes to
the contribution caps will apply from
1 July 2012.

Drawdown relief for
pensions ceases
Relief for minimum pension payments
will cease at 30 June 2012. This
temporary measure was introduced by
the Government to assist people with
a pension product, such as VicSuper
Commutable Pension.
The minimum annual payment limits for
pensions and annuities will be reduced by
25% for 2011/12 and will return to normal
in 2012/13. This phases out the 50%
pension drawdown relief that has been
provided since 1 July 2008.

Federal Government
co-contribution freeze extended
The Government co-contribution rate of $1
for every $1 up to $1,000 will remain in
place. The income thresholds of $31,920
and $61,920 will also remain for the
2011/12 financial year, with a reduction
of 3.33 cents per dollar for every dollar of
income over $31,920. Download a copy
of Your guide to salary sacrifice and the
Government co-contribution from vicsuper.
com.au/publications for more information.

Super funds to use tax file
numbers to find members
Superannuation funds are able to use Tax
File Numbers to locate members’ accounts
from 1 July 2011, and to facilitate account
consolidation from 1 January 2012. One
of the aims of this initiative is to reunite
members with any super that they may
have across different super funds.
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Member and employer services

Our purpose is to help people
prepare for and meet their income
needs in later life by making sense
of their superannuation.
Our aim is to help VicSuper members
understand their super so they can
maximise their savings at, and during,
their retirement.
VicSuper, entrusted with the retirement
savings of 262,285 members (as at 30
June 2011), has a responsibility to assist
those members to understand and take
appropriate actions to secure their
long-term financial well-being.

Tools and services
We offer a wide range of tools and services
to help members better understand what
they need to do to meet their retirement
goals, including:
>

>

>

Building wealth for later life
In recent years the financial services industry
has worked hard to better understand
people’s retirement experience, expectations
and needs. Despite our progress in recent
years, VicSuper remains concerned our
members do not have sufficient savings to
adequately fund their retirement.
While everyone is different, having a
common benchmark helps to understand
what a reasonable retirement income
may be. The Westpac ASFA Retirement
Standard survey has identified that an
individual hoping to lead a comfortable
lifestyle in retirement would need a budget
of approximately $39,000 pa (around
$53,500 pa for a couple). Unfortunately
the average Australian’s superannuation
balance at retirement falls well short of the
capital required to fund this level of income,
and VicSuper members are no different.
VicSuper members in the 60 to 65 age
bracket have an average accumulation
superannuation balance of $56,000.
The average account balances for those
members with a VicSuper Pension at this
age is substantially higher at approximately
$266,000, however even members with
this balance wanting to lead a comfortable
lifestyle in retirement may find their
superannuation savings last well short
of their life expectancy. This will most likely
lead them to rely on either investments
outside of super or the sale of other assets
and the age pension for the remainder of
their retirement.

>

>

publications and online videos to
help introduce and demystify key
superannuation issues
self help booklets and online calculators
to help members understand how their
individual choices impact their financial
well-being
factual information about member’s
accounts and general advice on
superannuation matters delivered
through our metropolitan and regional
Advice Centres, workplace visits
and over the phone through our
Member Centre.
seminars and workshops for members
(including at their workplace) to cover
key retirement issues and themes
personal advice appointments for
members to evaluate their financial
situations and select strategies which
best suit their individual circumstances.

An ongoing challenge for us, and all
superannuation providers, is to encourage
our members to take an interest in their
super earlier in their lives. Along with the
ongoing improvement of our seminars and
advice, in 2011/12 we will be commencing
two important initiatives: a phonebased limited personal advice service,
and a program through our employers
encouraging members to increase their
voluntary contributions gradually over time.

How does this contribute to a
sustainable superannuation fund?
Improving our members’ economic
wellbeing contributes to their ability to enjoy
a better quality of life in retirement. They
will be better able to access the services
they need to support the retirement lifestyle
they want, and more actively contribute to
society, the economy and the protection of
the environment. By being better informed
about their superannuation, people can
make more appropriate decisions for their
individual needs and circumstances.

2010/11 performance
Seminars and advice
Our team of superannuation advisers
continued to provide education and advice
on retirement planning to a large number
of people:
>

over 7,200 personal advice appointments
for individuals and couples
– 57% of these were first-time
appointments
– 19% of these appointments were
about pensions. From the advice
received by these members 1,184
VicSuper Pension accounts were
commenced during the year.
> more than 1,300 general advice
workshops (with over 13,600
attendees) were held to help
members understand their super
and options available before and
during their retirement.
The VicSuper Member Centre answered
121,267 calls in 2010/11. Of these, 93%
were answered within 60 seconds, which,
despite a 14% increase in the number of
calls this year, was an improvement on our
service level for 2009/10 (87% of calls
answered within 60 seconds).
The ultimate goal of all of this activity is
the optimisation of our members’ financial
situation at, and during, retirement.
Individual members are able to improve
their projected financial positions at
retirement through careful choice of
retirement age, making additional
contributions to their savings, making
appropriate investment choices and making
best use of financial planning strategies.

Working with employers
VicSuper had people from 257 employers
attend our Annual Employer Update and
super administration workshops.
VicSuper is continually trying to assist our
employers. In 2010/11 initiatives included:
>

>

complimentary workshops for small to
medium sized businesses on topics
such as `Maximising staff performance’
and `Website and online strategy for
your business’
superannuation training for school
business managers as part of the
Victorian Department of Education
and Early Childhood Development’s
programs.
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Meeting member and employer needs

VicSuper members and
benefit plans

Insurance changes for 2010/11

Members’ investment choices

We’ve made a host of improvements to
insurance offered through VicSuper Scheme
and VicSuper Beneficiary Account to provide
members with more flexible and substantial
cover. Most VicSuper Scheme members
had a window of opportunity to increase
insurance cover.

The majority of our members in VicSuper
Scheme, who generally have long-term
investment horizons, either chose to leave
their savings in our default option – the
Growth Option – or did not make a choice
hence their savings remained in the
default option.

Uptake of the special offer to VicSuper
Scheme members before 30 June 2011

50% of VicSuper members’ savings are
invested in the Growth Option, with the
next biggest percentage of investments in
the Capital Stable Option (19%).
Members in VicSuper Beneficiary Account
and VicSuper Pensions are more likely
to exercise investment choice. VicSuper
Beneficiary Account members are generally
in the last decade of their full-time working
life and are more likely to salary sacrifice
and make rollovers from other funds.
VicSuper Pension members may be in
transition to full retirement or retired from
the workforce and usually invest some of
their retirement savings in low risk options
as they generally have a lower tolerance for
risk or volatility in returns.

Cash
Capital Secure
Capital Stable
Balanced
Growth
Equity Growth
Equity Growth Sustainability

9%
3%
19%
12%
50%
5%
2%

Death & total and permanent
disability cover

3,095

Income protection

2,705

VicSuper Scheme members with
insurance (%)

58%

56%

58%

61%

63%

Voluntary contributions by members
($’000)

$335.4

$370.4

$279.0

$275.2 $293.2

$321.6 $291.5

06/07

$149.7

$191.8

06/07

$234.3 $233.0

07/08

08/09

$148.3 $139.0
$205.1 $202.2

09/10

10/11

Transfers from other funds
Post-tax and self-employed member contributions
Salary sacrifice

07/08

08/09

09/10

10/11
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Productivity and growth

VicSuper aims to continually
do more and perform better,
with less.

2010/11 performance

Our superannuation plans and services
are designed to benefit our members and
to help them achieve financial security in
retirement. To do this successfully over
the long term, we need to ensure that we
continually look for ways to improve our
efficiency and productivity while taking
advantage of the economies of scale that
occur as we grow.

We continued to undertake initiatives to improve our productivity and add value for
members and employers.

Our approach is to:
>
>

>
>
>

continually monitor and improve
processes to increase efficiency
maintain a team of highly trained and
motivated people to deliver services to
members and employers
attract and retain members and
employers through outstanding service
monitor and review management and
investment administration expenses
increase member account balances.

Productivity

Our greenhouse gas inventory is a good indicator for the efficiency of our operations in
general. This is because our calculation takes so many areas of our business into account.
Our continued reduction of electricity usage (Scope 2 emissions) is a good sign that our
internal efficiency continues to improve. The other changes (to our Scope 1 emissions)
were gas usage – which was down 16% – and emissions associated with our vehicle travel,
which were down more than 28%.
Our significant reductions in vehicle travel are the result of a combination of factors: an
increased effort to strategically coordinate the travel of our advisers and greater use of
public transport (particularly from our regional advice centres).
VicSuper Pty Ltd greenhouse gas
emissions summary (t CO2 -e)

Total paper use A4 sheets equivalent
(‘000)

649.6

15,626 15,300

592.2
546.4

12,170
496.4

11,333

12,315

How does this contribute to a
sustainable superannuation fund?
Through the financial stability and continued
growth of VicSuper Fund, we can continue
to offer and expand our services over
the long term, allowing our members to
take full advantage of our benefit plans
and services.
At the same time, reducing our operational
inputs conserves resources – which
benefits VicSuper through increased
productivity and reduced operating costs,
as well as the protection of ecosystems that
we need in order to operate successfully
over the long term.
Our stakeholders and broader society
also benefit indirectly, as they also
depend upon the availability of a healthy
natural environment to live and enjoy
healthy lifestyles.
In the end, building the financial assets
of VicSuper Fund in a sustainable way
improves our efficiency and provides
greater economies of scale, enabling us
to expand our services to members and
employers while minimising our impact and
keeping our management fee competitive.

101.4
06/07

07/08

87.3

78.3

08/09

09/10

55.1
10/11

Scope 2
Scope 1
Note: Our full annual greenhouse gas inventory
(including Scope 1, 2 and 3 emissions) will be reported
in the full performance Report (in early October 2011).

Our total paper use (including forms,
brochures and external publications)
increased this year by more than 8%.
This was due to significant communication
about changes to VicSuper’s insurance
offering and a change in process for
our year end mailings, which meant we
printed material earlier than in previous
years. Our commitment to electronic
communications will remain strong in the
future because of the ongoing benefits
that this has in reducing environmental
impacts, reducing costs and improving
communication to members.

06/07

07/08

08/09

09/10

10/11

People
Productivity improvements don’t happen
on their own. A team of highly trained and
motivated people is essential in order to
meet the needs of VicSuper’s members
and employers.
Investment in our employees results in
positive outcomes for them, their families
and VicSuper, providing increased job
satisfaction, ongoing employment and
alignment with VicSuper’s central operating
principle, core purpose and values. These
all contribute to our ability to develop and
deliver valued services to our members
and employers.
Given this, our 2010/11 employee
engagement results were disappointing.
Research suggests that increased employee
engagement leads to benefits such as lower
attrition rates and greater discretionary
effort, both of which can contribute to
improved outcomes for members.
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Meeting member and employer needs

VicSuper’s growth in membership is partly
from new employers joining VicSuper and
partly organic. The high growth rate of
metropolitan Melbourne’s population may
also be a contributing factor. While VicSuper
is still growing, the rate of growth has
slowed, and in 2010/11 it was 2.55%

Employee engagement (%)
2006/07

-

2007/08

58%

2008/09

65%

2009/10

-

2010/11

53%

$65,495

Number of VicSuper Fund members

Note: VicSuper’s employee engagement survey was
first conducted in 2007/08, and although it was not
conducted in 2009/10, will continue to be run on a
regular basis.

While we managed to achieve our target
of 80% participation from VicSuper’s
permanent workforce, the results were
lower than expected. This will be an
important area of focus for us in the coming
year – with an action plan in place to
improve engagement and communication
as well as a follow-up survey planned
for 2012.

224,747

237,852

249,594 255,768

$41,524

262,285

$18,710

$16,073

10 years

30 years

Number of years invested
0.5% fees pa

Growth
VicSuper has experienced a positive growth
trend since inception for both funds under
management and the number of VicSuper
members. The 2010/11 figures reflect this
continued growth.
The growth in the average account balance
of a VicSuper Scheme member during
2010/11 was 18%, which is attributable
to both the investment returns and a high
level of voluntary contributions.
Average account balance of VicSuper
Scheme members ($)
23,561

18,127 17,963

07/08

16,961

08/09

09/10

2.0% fees pa

06/07

07/08

08/09

09/10

10/11

Fees
Fees have a significant impact on the
superannuation savings people build – the
higher the fees a member pays, the lower
their retirement income. The graph shown
is an example of the impact of two different
fees on the same account balance. The
graph demonstrates the cumulative impact
that different fees can have on the final
value of investments over time.
Our management fee is the only source of
income for VicSuper to cover management
and investment administration expenses
incurred and paid for by VicSuper. Our
management fee for 2010/11 was 0.5%
pa of the average account balance over the
year. The management fee is capped at
$1,500 once an average account balance
over the year reaches $300,000 or more.

19,893

06/07

Example of impact of fees on final value of
investments for a $10,000 starting balance

10/11

Note: Calculations in this graph have been made using the
fund fee calculator on the Association of Superannuation
Funds of Australia’s website, www.superannuation.asn.au
The calculator is intended to provide illustrative examples
based on stated assumptions and is not intended as a
substitute for professional advice. Actual outcomes will
depend on a range of factors outside the control of ASFA,
including future fund earnings and any changes in fees
or charges. The calculations do not take into account any
externally managed investment costs, common fund costs,
contribution or exit fees, other costs or insurance premiums.
The calculations are based on an initial contribution of
$10,000, with no additional contributions made.
The calculator assumes that the amount contributed is
not subject to taxation when received by the fund. The
net earning rate assumed is 7% after tax per year in
nominal terms. It is assumed that the fees used in the
calculations do not change for the periods illustrated
(10 years and 30 years).

Each investment option has an externally
managed investment cost. Externally
managed investment costs are deducted
by the managers of the unlisted trusts in
which VicSuper invests. These costs are
deducted from the investment return of
the trust before it is received by VicSuper.
These costs vary depending on each
investment option, may change from year
to year and may include performance fees.
In 2010/11 these other costs ranged from
0% to 0.68% for different investment
options and are not deducted from
members’ account balances.
VicSuper makes every effort to negotiate
lower investment management fees. In
2010/11 we successfully negotiated a
lower fee for a portion of our currency
management and hedging.
For further information on VicSuper’s
management fee and other costs
associated with operating VicSuper Fund,
please refer to the fee structure page at
vicsuper.com.au
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Strong and stable governance

Our members have entrusted us
to grow and protect more than $8
billion of savings on their behalf.
With this in mind, our aim is to maintain a
corporate governance structure that protects
the superannuation savings and privacy
of our members, employers and other
stakeholders. It involves operating in a fair
and transparent manner, while ensuring
a robust and effective system of internal
controls and management of operational
and investment risks. This report is one
component. In the rest of this section,
we explain some other key parts of our
approach. We aim to have a corporate
governance structure that:
>

>

>

>

>

protects the savings and privacy of
our members, employers and other
stakeholders
ensures we operate in a fair and
transparent manner in compliance
with legislation, our RSE Licence and
Australian Financial Services Licence,
constitution and trust deed
respects the rights of members,
employers, employees and other
stakeholders
allows members, employers and other
stakeholders to have input into our
decision-making
ensures a robust and effective system
of internal controls and management of
operational and investment risks.

How does this contribute to a
sustainable superannuation fund?
With proper attention paid to risk
management and processes that respect
the rights of stakeholders, organisations can
prosper over the long term. An organisation
that fails due to poor governance affects not
only its immediate stakeholders but also
the broader community through a range
of adverse events including financial loss,
unemployment and a loss of confidence.

2010/11 performance
VicSuper’s strategic planning process
reflects the long-term nature of VicSuper’s
operations and ensures that we address
both short- and long-term risks, trends
and opportunities.
The VicSuper Governance Framework
includes Sustainability, Climate Change and
Environment policies that formalise the way
these issues are incorporated into decision
making and planning practices across the
organisation. We continued to implement
these policies, which are applied to both
VicSuper’s investments and operations,
throughout the year. Copies of the policies
are available at vicsuper.com.au/policies

Member complaints

All decision papers submitted to
the Trustee for 2010/11 took into
consideration the social, environmental
and economic impacts of the issue under
consideration. Similarly, the monthly
performance report submitted to the
Trustee was structured to highlight the
social, environmental and economic
dimensions of VicSuper’s performance.
We maintained regular monitoring of internal
and external risks. Our crisis management
process incorporates business continuity and
disaster recovery processes. We also keep
abreast of Government reviews affecting
the superannuation industry through our
memberships of and participation with
industry bodies. More control systems were
also moved online, including VicSuper’s
review and approval process for external
communication materials.
There were fewer member complaints
(totalling just 0.01% of all members) than
the previous year, while compliments
were higher, reconfirming our belief that
VicSuper’s services are considered to be
high-quality, helpful and timely.

Member compliments

5
40

448

458

09/10

10/11

3
364
36

329
274

1
2

24

23

19

06/07

07/08

Non-written
Written

08/09

09/10

10/11

06/07

07/08

08/09

9

10

Meeting member and employer needs

Board of directors

VicSuper’s board of directors
play a critical role in maintaining
the security and accountability
of VicSuper Fund.

VicSuper has a board of eight directors; four member-elected directors and four employerappointed directors. All decisions made by VicSuper’s directors require at least a two-thirds
majority. Directors are appointed for a term of five years, after which they are eligible for
re-appointment or re-election.
A Chairperson and Deputy Chairperson are appointed by the Trustee, with both positions
rotated between employer-appointed directors and member-elected directors. VicSuper’s
board of directors meets approximately 11 times each year to set the direction of VicSuper
Fund, and monitor and control administration, service delivery and investment management.

Board of director requirements
The directors of VicSuper are bound by the requirements of the company’s constitution,
VicSuper Fund’s trust deed, RSE Licence, Australian Financial Services Licence, the
Corporations Act 2001 (Cwlth), the Superannuation Industry (Supervision) Act 1993
(Cwlth) and any other relevant legislation.
VicSuper has in place a fitness and propriety policy that includes procedures for dealing
with directors’ conflicts of interest. All directors have completed a statement of their
pecuniary interests.
VicSuper is covered by directors and officers and professional indemnity insurance which,
subject to certain limitations and exclusions, indemnifies VicSuper Fund, trustee directors
and staff against financial loss resulting from claims made against them. As required by law,
no director or responsible officer is a disqualified person.

VicSuper’s directors and deputy directors at 30 June 2011:
Director

Representation

Appointment to

Deputy director

Barbra Norris
(Chairperson)

Member

To 30 June 2014

Jennifer Cassidy

Bruce Hartnett
(Deputy Chairperson)

Employer

To 31 December 2013

Fiona McNabb

Stan Odachowski

Employer

To 31 January 2016

Vacant at
30 June 2011

Christine Forster AM

Employer

To 13 July 2013

Craig Cook

Wayne Kayler-Thomson

Employer

To 30 June 2014

Andrea Lee

Bill Lyons

Member

To 30 June 2014

Greg Barker

Christine Stewart

Member

To 30 June 2014

Andrew Cassidy

Bill Watton

Member

To 30 June 2014

Graeme McNeil
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Our investment policy and approach

We aim to build our members’
retirement savings by providing a
simple range of investment options
that integrate sustainability factors
covering the varying levels of risk
and expected return that members
seek for their superannuation
savings. All investments are made
with respect to a timeframe
consistent with the nature of
superannuation investment.

In practical terms, VicSuper implements this
approach by:
>
>
>

>

using a primarily passive core
investment approach
setting rolling 10-year return objectives
for each option
offering seven investment options that
cover the varying levels of risk and
expected return, and
investing each member investment
option according to a strategic asset
allocation.

Passive investment management
VicSuper uses ‘core’ and ‘satellite’
investment approaches. The core portion
of the portfolios (which comprises the
majority) is passively managed using
low-cost index funds. The investment
structure also includes actively managed
satellites to help lift the performance within
an overall risk-controlled framework.
For core investments we seek to achieve
investment returns equal to the return of
the relevant financial market. This particular
type of investing is called indexing or index
management as the objective is to match
the performance of an index of securities.
Indexing is low cost because turnover of
securities tends to be low.

Integrating sustainability
We believe that all companies and
investments face sustainability challenges
– either directly or indirectly.
With respect to companies, the way in
which they respond will determine their
ability to remain competitive, sustain
earnings and increase value.
Company profitability (dividends paid
and capital growth) is the major source
of historical superannuation investment
returns. VicSuper seeks to invest in
companies positioned to manage risk and
take advantage of emerging opportunities.
VicSuper also applies this approach to other
investment assets including property which
covers commercial property, infrastructure,
forestry and ecosystem services.

Reducing risks and seizing
opportunities
Integrating sustainability into VicSuper’s
approach means we invest not just on the
basis of traditional financial considerations
– but also:
>
>

economic factors such as brand, risk
and crisis management
environmental issues such as climate
change and environmental pollution
social issues such as human rights and
labour practices, and
governance issues such as executive
remuneration.

The alternative approach to indexing or
passive investment management is active
investment management.

>

Active investment management

For details on VicSuper’s sustainability
investments, please refer to one of
VicSuper’s combined financial services
guides and product disclosure statements
which displays these investments by asset
class. These are available from vicsuper.
com.au/publications

This investment approach involves investing
in a smaller number of securities or assets
which are more likely to outperform the
relevant market.
VicSuper uses active management
strategies to invest in Australian and
international listed shares, fixed interest,
plus private equity and property.

>
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Assessing sustainability risks and opportunities
How does VicSuper assess sustainability risks and invest in sustainability assets?

Investment manager/engagement firm

Cash and fixed interest
> No sustainability screening
Listed equities
> We conduct governance research through third parties on certain environmental,
social and governance risks; risk exposure is assessed with direct engagement
conducted on material risks
> We invest in best-of-sector sustainability portfolios for international and Australian
companies screened on environmental, social and governance issues via the
Sustainable Asset Management proprietary process
> We invest in global companies selected using broad ‘bottom-up’ fundamental
analysis; analysis is based on material financial and economic, environmental,
social and governance risks and opportunities
> We assess the carbon footprint of our entire listed equities portfolio; research is
conducted by Trucost

Regnan Governance Research and Engagement Pty Ltd
for Australian companies and Hermes Equity Ownership
Services for international companies
State Street Global Advisors Australian SAM Sustainability
Index Trust & the State Street Global Advisors Dow
Jones Sustainability World ex-Australia Index Trust (which
replaced the Vanguard Sustainability Leaders Funds
during the financial year) for international shares and
Australian shares
Generation Investment Management Global Equity Fund
Carbon Aware International Shares Fund

Private equity
> We invest in clean technology development that aims to produce environmentally
efficient outcomes
> We invest in products and private companies focused on producing and
distributing renewable energy, improving energy efficiency, reducing energy
demand, and creating carbon markets and services

Cleantech Australia Fund, the Emerald Cleantech Fund II
LP and the Macquarie Private Equity VicSuper Trust
Climate Solutions Fund

Property
> We invest in traditional property investment portfolios (made-up of office, retail
and industrial assets) which integrate sustainability practices such as renewable
energy use into property management
> We invest in agriculture, farming and ecosystem services; for these investments,
we consider a number of environmental and social issues surrounding water use,
biodiversity, sustainable agriculture and local employment

Colonial First State Global Asset Management, Investa
Property Group, Eureka Funds Management and
Diversified Management Limited
VicSuper’s Future Farming Landscapes investment
managed by Kilter Pty Ltd

Member investment choice
While most of our members have a long investment-timeframe, for some it is relatively short. Members with a shorter timeframe may, for
example, be approaching retirement and intend using some of their superannuation savings to reduce household debt. For these members it
may be important to have an investment option more likely to provide annual returns that are fairly consistent from year-to-year and less likely
to produce negative returns in any one year compared with other investment options.
Accordingly, VicSuper offers members a range of investment options, designed to cater for members’ different needs.
VicSuper offers seven investment options, and members can choose to invest their savings in one or more of these options. Members can
therefore select an appropriate mix of asset classes to build their savings over the long term, based on their risk and return profile. Beginning
with an investment option that has no allocation to the high risk/high-return equity asset class, the options have a graduated increase in
allocation to equities, thereby catering for the different risk preferences and circumstances of members.

We set rolling 10-year investment return objectives
Each of VicSuper’s seven investment options is designed to generate an expected annual investment return over rolling 10-year periods.
Return objectives are set above the annual inflation rate, taking into account the investment tax to be deducted. No investment tax is
deducted from returns in VicSuper’s pension benefit plans.
Due to the long-term nature of superannuation, we believe 10 years is an appropriate timeframe to measure investment performance.
Investment return objectives are used to monitor the performance of each VicSuper investment option; they are not forecasts of likely
future returns. Return objectives are predictive in character; may be affected by inaccurate assumptions or by known or unknown risks and
uncertainties; and may differ materially from results ultimately achieved.
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Strategic asset allocation
VicSuper’s investment options are listed in the table on the following page. We seek advice from asset consultants Frontier Investment
Consulting Pty Ltd (Frontier) to assist us in determining the strategic asset allocations for each investment option. The investment return
objectives are based on modelling by Frontier. For further information please contact VicSuper or visit our website for a Combined Financial
Services Guide and Product Disclosure Statement.

VicSuper’s strategic asset allocation
Investment option

Asset class

Strategic asset
allocation at
1 July 2010
%

Actual asset
allocation at
30 June 2010
%

Net market value
of investments
at 30 June 2010
%

Actual asset
allocation at
30 June 2011
%

Net market value
of investments at
30 June 2011
%

1. Cash

Cash

2. Capital Secure

Equities†

100

100

$831M

100

$831M

20
40
30
10

20.0
40.4
25.8
13.8

$177M

19.1
39.5
28.4
13.0

$251M

Cash
Fixed interest
Property
3. Capital Stable

Equities†
Cash
Fixed interest
Property

40
20
30
10

38.9
20.3
25.7
15.1

$1,354M

39.0
19.7
28.2
13.1

$1,575M

4. Balanced

Equities†
Cash
Fixed interest
Property

60
5
25
10

58.0
5.3
20.8
15.9

$882M

58.7
4.7
23.6
13.0

$1,060M

5. Growth

Equities†
Cash
Fixed interest
Property

80
0
10
10

78.1
1.6
5.0
15.3

$3,400M

78.4
0.0
8.7
12.9

$4,196M

6. Equity Growth

Equities†

100

100

$363M

100

$420M

7. E
 quity Growth Sustainability

Equities†

100

100

$164M

100

$195M

Total
†

$7,171M

From 1 July 2010 equities includes sub-asset class allocations to global listed property and global listed infrastructure

$8,528M
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Investment option performance

Australian and developed international
equity markets generally performed strongly
for the first 6 months of the financial year
and then poorly in the lead up to 30 June
2011. Overall, the strong equity market
returns were the main reason VicSuper
delivered positive returns to members.

Over the next 7 pages, we outline the performance of each of VicSuper’s
seven investment options. The ‘important information’ below applies to
the performance for each investment option.
Important information
Past performance is not a reliable indicator of future performance. Objectives are used to
monitor the option’s performance; they’re not forecasts of likely returns.
VicSuper Pensions benefit plans are:
>
>
>
>

VicSuper Commutable Pension
VicSuper Non-Commutable Pension
VicSuper Term Allocated Pension (closed to new members)
VicSuper Transition to Retirement Term Allocated Pension (closed to new members).

VicSuper Term Allocated Pension and VicSuper Transition to Retirement Term Allocated
Pension closed to new members on 20 September 2007.
Net earning rates are the percentage investment returns for your superannuation. How they
are calculated and the way in which they are applied to a VicSuper account is explained in
the notes of your Annual Benefit Statement and on VicSuper’s combined financial services
guides and product disclosure statements, available from vicsuper.com.au/publications
Risk return trade-off: The relationship between risk and return
Australian &
International
equities

POSITIVE RETURNS

Annual investment returns in the 2010/11
financial year were positive for all asset
classes and VicSuper achieved double digit
net earning rates for the Balanced (VicSuper
Pensions only), Growth, Equity Growth and
Equity Growth Sustainability options. The
default investment option, Growth, had
a net earning rate 11.76% for VicSuper
Scheme and VicSuper Beneficiary Account
and 13.87% for VicSuper Pensions.

Fixed
interest

Property

Cash

RETURN

VicSuper’s performance

LOW
MEDIUM

HIGH

Fixed
interest
NEGATIVE RETURNS

14

Property

Australian &
International
equities

HIGH
VOLATILITY
(RISK)
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1. Cash Option

7.38

Year ended
30 June

6.24
4.36

3.27

To earn an investment return of 1% pa
(after tax) above the rate of inflation over
rolling 10-year periods.

3.86

4.49

VicSuper Scheme
VicSuper Beneficiary Account

5.15

5.31

5.45

10-year investment objective

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates

6.43

This option has no exposure to
growth assets (equities), which
minimises the risk of fluctuating and
negative returns. Over the long term,
returns are expected to be low.

The compound average net earning rate
over 10 years to 30 June 2011 is 4.65%
pa, which exceeds the objective of 3.91%
pa, including annual inflation of 2.91%.

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account
VicSuper Pensions

Actual asset allocation at 30 June 2011

The compound average net earning rate
over 10 years to 30 June 2011 is 5.47%
pa, which exceeds the objective of 4.11%
pa, including annual inflation of 2.91%.

Performance over 5 years

The compound average net earning rate
over 5 years to 30 June 2011 is 4.76% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 5.62% pa.

Likelihood of fluctuations in
annual investment returns
This option has a low probability of
experiencing fluctuations in investment
returns in any one year. The higher
the likelihood of fluctuations in annual
investment returns, the greater the
likelihood of negative returns.

6.24

2009

4.49

2010

3.27

2011

4.36

Net earning rate %

2007

6.43

2008

7.38

2009

5.31

2010

3.86

2011

5.15

VicSuper Non-Commutable Pension and
VicSuper Transition to Retirement Term Allocated
Pension commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 3.28%.
Important information
> For VicSuper Scheme and VicSuper
Beneficiary Account, the investment
objective for this option changed on
1 July 2002 and 2005.
> For VicSuper Pensions, the investment
objective for this option changed on 1 July
2002 and 2005 and 20 September 2007.

VicSuper Pensions

VicSuper Scheme
VicSuper Beneficiary Account

5.45

2008

Year ended

To earn an investment return of 1.2% pa
above the rate of inflation over rolling
10-year periods.

VicSuper Scheme
VicSuper Beneficiary Account

2007

VicSuper Pensions

VicSuper Pensions

Performance over 10 years

Net earning rate %

Cash

100%
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2. Capital Secure Option

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates

7.97

8.78
6.00

5.07

10-year investment objective

6.72

7.57

This option has a 20% strategic
allocation to growth assets
(equities) and a low to moderate
risk of fluctuating returns. Over the
long term, returns are expected to
be low to moderate.

VicSuper Scheme
VicSuper Beneficiary Account
2.02

2.42

To earn an investment return of 2% pa
(after tax) above the rate of inflation over
rolling 10-year periods.

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account

Performance since inception
The compound average net earning rate
since inception (1 July 2003) to 30 June
2011 is 5.28% pa.

VicSuper Pensions

Actual asset allocation at 30 June 2011

VicSuper Pensions
The compound average net earning rate
since inception (1 July 2003) to 30 June
2011 is 6.23% pa.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2011 is 4.18% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 4.95% pa.

Likelihood of fluctuations in
annual investment returns
This option has a low to moderate
probability of experiencing fluctuations in
investment returns in any one year. The
higher the likelihood of fluctuations in
annual investment returns, the greater the
likelihood of negative returns.

2007

7.57

2008

2.02

2009

-0.26

2010

5.07

2011

6.72

Year ended

-0.13

To earn an investment return of 2.5% pa
above the rate of inflation over rolling
10-year periods.

Net earning rate %

VicSuper Pensions
-0.26

VicSuper Pensions

Year ended
30 June

6.4%
Australian equities
11.8%
International equities
International equities - emerging markets 0.9%
9.7%
Australian fixed interest
18.7%
International fixed interest
4.0%
Unlisted commercial property
1.4%
Ecosystem services property
2.0%
Timberland property
5.6%
Unlisted infrastructure property
39.5%
Cash

Net earning rate %

2007

8.78

2008

2.42

2009

-0.13

2010

6.00

2011

7.97

Important information
> The benchmark asset allocation for this
option changed on 1 July 2005 and
1 July 2010.
> For VicSuper Scheme and VicSuper
Beneficiary Account, the investment
objective for this option changed on
1 July 2005
> For VicSuper Pensions, the investment
objective for this option changed on
1 July 2005 and 20 September 2007.
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3. Capital Stable Option

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates
11.56

Year ended
30 June

9.50

10.06

This option has a moderate
probability of experiencing
fluctuations in investment returns
in any one year.

7.97

6.47

VicSuper Scheme
VicSuper Beneficiary Account

7.69

10-year investment objective

To earn an investment return of 3% pa
(after tax) above the rate of inflation over
rolling 10-year periods.

Net earning rate %

2007

10.06

2008

-1.26

2009

-5.03

2010

6.47

2011

7.97

VicSuper Pensions
Year ended

-5.51

-1.22

To earn an investment return of 3.5% pa
above the rate of inflation over rolling
10-year periods.

-5.03

-1.26

VicSuper Pensions

Net earning rate %

2007

11.56

2008

-1.22

2009

-5.51

Performance over 10 years

2010

7.69

VicSuper Scheme
VicSuper Beneficiary Account

2011

9.50

The compound average net earning rate
over 10 years to 30 June 2011 is 4.66%
pa, which is below the objective of 5.91%
pa, including annual inflation of 2.91%.

VicSuper Pensions

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account
VicSuper Pensions

Actual asset allocation at 30 June 2011

The compound average net earning rate
over 10 years to 30 June 2011 is 5.53%
pa, which is below the objective of 6.41%
pa, including annual inflation of 2.91%.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2011 is 3.48% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 4.19% pa.

Likelihood of fluctuations in
annual investment returns
This option has a moderate probability of
experiencing fluctuations in investment
returns in any one year. The higher
the likelihood of fluctuations in annual
investment returns, the greater the
likelihood of negative returns.

12.9%
Australian equities
23.8%
International equities
International equities - emerging markets 2.3%
9.6%
Australian fixed interest
18.6%
International fixed interest
4.0%
Unlisted commercial property
1.4%
Ecosystem services property
1.9%
Timberland property
5.8%
Unlisted infrastructure property
19.7%
Cash

Important information
> The benchmark asset allocation for this
option changed on 1 July 2002, 2005
and 2010.
> For VicSuper Scheme and VicSuper
BeneficiaryAccount, the investment
objective for this option changed on
1 July 2002 and 2005.
>	For VicSuper Pensions, the investment
objective for this option changed on 1 July
2002 and 2005 and 20 September 2007.

17

18

Investment approach and performance

4. Balanced Option

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates
15.47

Year ended
30 June

9.59

-11.84

-10.66

To earn an investment return of 4% pa
(after tax) above the rate of inflation over
rolling 10-year periods.

-4.83

-4.44

VicSuper Scheme
VicSuper Beneficiary Account

9.77

8.07

10-year investment objective

11.57

13.53

This option has a 60% strategic
allocation to growth assets
(equities) and a moderate to high
risk of fluctuating returns. Over the
long term, returns are expected to
be moderate to high.

Net earning rate %

2007

13.53

2008

-4.44

2009

-10.66

2010

8.07

2011

9.77

VicSuper Pensions
Year ended

Net earning rate %

VicSuper Pensions

2007

15.47

To earn an investment return of 5% pa
above the rate of inflation over rolling
10-year periods.

2008

-4.83

2009

-11.84

Performance over 10 years
VicSuper Scheme
VicSuper Beneficiary Account

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account

Actual asset allocation at 30 June 2011

VicSuper Pensions
The compound average net earning rate
over 10 years to 30 June 2011 is 5.48%
pa, which is below the objective of 7.91%
pa, including annual inflation of 2.91%.

VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2011 is 2.83% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 3.45% pa.

Likelihood of fluctuations in
annual investment returns
This option has a moderate to high
probability of experiencing fluctuations in
investment returns in any one year. The
higher the likelihood of fluctuations in
annual investment returns, the greater the
likelihood of negative returns.

9.59

2011

11.57

VicSuper Pensions

The compound average net earning rate
over 10 years to 30 June 2011 is 4.62%
pa, which is below the objective of 6.91%
pa, including annual inflation of 2.91%.

Performance over 5 years

2010

19.9%
Australian equities
35.4%
International equities
International equities - emerging markets 3.4%
8.0%
Australian fixed interest
15.6%
International fixed interest
4.1%
Unlisted commercial property
1.5%
Ecosystem services property
1.9%
Timberland property
5.5%
Unlisted infrastructure property
4.7%
Cash

Important information
The benchmark asset allocation for this option
changed on 1 July 2002, 2005 and 2010.
> For VicSuper Scheme and VicSuper
Beneficiary Account, the investment
objective for this option changed on
1 July 2002 and 2005
> For VicSuper Pensions, the investment
objective for this option changed on 1 July
2002 and 2005 and 20 September 2007.
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5. Growth Option

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates
19.47

Year ended
30 June

11.76

8.83
-18.83

-8.76

To earn an investment return of 5% pa,
(after tax) above the rate of inflation over
rolling 10-year periods.

-16.99

-7.83

VicSuper Scheme
VicSuper Beneficiary Account

10.52

10-year investment objective

13.87

17.18

This option has an 80% strategic
allocation to growth assets
(equities) and a high risk of
fluctuating returns. Over the long
term, returns are expected to
be high.

Net earning rate %

2007

17.18

2008

-7.83

2009

-16.99

2010

8.83

2011

11.76

VicSuper Pensions
Year ended

Net earning rate %

VicSuper Pensions

2007

19.47

To earn an investment return of 6% pa
above the rate of inflation over rolling
10-year periods.

2008

-8.76

2009

-18.83

2010

10.52

2011

13.87

Performance over 10 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 10 years to 30 June 2011 is 4.30% pa,
which is below the objective of 7.91% pa,
including annual inflation of 2.91%.

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account
VicSuper Pensions

Actual asset allocation at 30 June 2011

VicSuper Pensions
The compound average net earning rate
over 10 years to 30 June 2011 is 5.07%
pa, which is below the objective of 8.91%
pa, including annual inflation of 2.91%.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2011 is 1.75% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 2.17% pa.

Likelihood of fluctuations in
annual investment returns
This option has a high probability of
experiencing fluctuations in investment
returns in any one year. The higher
the likelihood of fluctuations in annual
investment returns, the greater the
likelihood of negative returns.

27.0%
Australian equities
46.8%
International equities
International equities - emerging markets 4.6%
2.8%
Australian fixed interest
5.9%
International fixed interest
4.3%
Unlisted commercial property
1.3%
Ecosystem services property
1.9%
Timberland property
5.4%
Unlisted infrastructure property

Important information
> The benchmark asset allocation for this
option changed on 1 July 2002 and
1 July 2010.
> For VicSuper Scheme and VicSuper
Beneficiary Account, the investment
objective for this option changed on
1 July 2002 and 2005
> For VicSuper Pensions, the investment
objective for this option changed on 1 July
2002 and 2005 and 20 September 2007.
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6. Equity Growth Option

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates
23.00

Year ended
30 June

12.54

-22.84

-20.62

To earn an investment return of 5.5% pa
(after tax) above the rate of inflation over
rolling 10-year periods.

-12.90

-11.42

VicSuper Scheme
VicSuper Beneficiary Account

13.22

10.59

10-year investment objective

15.49

20.46

This option has a 100% strategic
allocation to growth assets
(equities) and has a high to very
high risk of fluctuating returns.
Over the long term, returns are
expected to be high to very high.

Net earning rate %

2007

20.46

2008

-11.42

2009

-20.62

2010

10.59

2011

13.22

VicSuper Pensions
Year ended

Net earning rate %

VicSuper Pensions

2007

23.00

To earn an investment return of 6.5% pa
above the rate of inflation over rolling
10-year periods.

2008

-12.90

2009

-22.84

Performance over 10 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 10 years to 30 June 2011 is 3.67%
pa, which is below the objective of 8.41%
pa, including annual inflation of 2.91%.

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account
VicSuper Pensions

Actual asset allocation at 30 June 2011

VicSuper Pensions
The compound average net earning rate
over 10 years to 30 June 2011 is 4.25%
pa, which is below the objective of 9.41%
pa, including annual inflation of 2.91%.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2011 is 1.18% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 1.45%.

Likelihood of fluctuations in
annual investment returns
This option has a high to very high
probability of experiencing fluctuations in
investment returns in any one year. The
higher the likelihood of fluctuations in
annual investment returns, the greater the
likelihood of negative returns.

34.7%
Australian equities
58.9%
International equities
International equities - emerging markets 6.4%

2010

12.54

2011

15.49

Important information
The benchmark asset allocation for this option
changed on 1 July 2002 and 1 July 2010.
> For VicSuper Scheme and VicSuper
Beneficiary Account, the investment
objective for this option changed on
1 July 2002, 2005 and 2010.
> For VicSuper Pensions, the investment
objective for this option changed on
1 July 2002 and 2005, 20 September
2007 and 1 July 2010.
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7. Equity Growth Sustainability Option

VicSuper Scheme
VicSuper Beneficiary Account

Net earning rates
20.91

Year ended
30 June

14.49

12.30

12.14
-16.46

-13.24

VicSuper Scheme
VicSuper Beneficiary Account

-14.86

-11.46

10-year investment objective

14.22

18.75

This option has a 100% strategic
allocation to growth assets
(equities) in companies that rate as
having the best sustainability
business strategies in their industry
sector; and has a high to very high
risk of fluctuating returns. Over the
long term, returns are expected to
be high to very high.

Net earning rate %

2007

18.75

2008

-11.46

2009

-14.86

2010

12.14

2011

12.30

VicSuper Pensions
Year ended

To earn an investment return of 5.5% pa
(after tax) above the rate of inflation over
rolling 10-year periods.

Net earning rate %

2007

20.91

2008

-13.24

VicSuper Pensions

2009

-16.46

To earn an investment return of 6.5% pa
above the rate of inflation over rolling
10-year periods.

2010

14.22

2011

14.49

Performance since inception
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
since inception (17 December 2001) to 30
June 2011 is 4.34% pa.

06/07

07/08

08/09 09/10

10/11

VicSuper Scheme & VicSuper Beneficiary Account
VicSuper Pensions

Actual asset allocation at 30 June 2011

VicSuper Pensions
The compound average net earning rate
since inception (17 December 2001) to 30
June 2011 is 4.94% pa.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2011 is 2.43% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2011 is 2.76% pa.

Likelihood of fluctuations in
annual investment returns
This option has a high to very high
probability of experiencing fluctuations in
investment returns in any one year. The
higher the likelihood of fluctuations in
annual investment returns, the greater the
likelihood of negative returns.

Australian equities
International equities

33.9%
66.1%

Important information
> The benchmark asset allocation for
this option changed on 1 July 2002
and 1 July 2010.
> For VicSuper Scheme and VicSuper
Beneficiary Account, the investment
objective for this option changed on
1 July 2002, 2005 and 2010.
> For VicSuper Pensions, the investment
objective for this option changed on
1 July 2002 and 2005, 20 September
2007 and 1 July 2010.
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Investments context

All superannuation funds operate in a
challenging environment. Large institutional
investors such as VicSuper are often
described as ‘universal investors’ because
they invest in a representative segment of
the total investment market. This is due to
the significant holdings in a broad range of
global companies and other securities.
Super funds like VicSuper are not immune
from the impacts of these big picture
sustainability challenges. As ‘cross market’
issues, they impact all industries and
regions, affecting the entire economy.

Key performance highlights
>

>
>
>

Double digit net earning rates for members invested in the Growth, Equity
Growth and Equity Growth Sustainability options (plus for the Balanced Option
for VicSuper Pensions)
The average account balance of a VicSuper Scheme member increased by 18%
The total value of the fund’s assets grew by 18% to $8.5 billion
Investment income exceeded last year’s total by 68%

Note: Past performance is not a reliable indicator of future performance

Annual net earning rates for VicSuper Scheme and VicSuper Beneficiary Account investment options (% pa)
Annual net earning rates for VicSuper Scheme and VicSuper Beneficiary Account investment options (% pa)
Cash

Capital Secure

Capital Stable

Balanced

Equity Growth

Equity Growth
Sustainability

13.22

11.76

9.77

7.97

6.72

Growth

12.3

4.36

2001/02

2006/07

2002/03

2007/08

2003/04

2008/09

2004/05

2009/10

2005/06

2010/11

Ten-year compound average net earning
rates to 30 June 2011 (% pa)

5.53

5.47

5.48
8.49

5.07
4.65

4.66

Rolling ten-year compound net earning
rate (%) for VicSuper Growth Option at
30 June of each year

4.62

4.3

4.25
6.29

3.67

4.30

Cash

Capital Balanced Growth Equity
Stable
Growth

VicSuper Scheme & VicSuper Beneficiary Account
VicSuper Pensions

06/07

07/08

3.59

3.48

08/09

09/10

10/11

Ten-year returns are not available for the Capital Secure
and Equity Growth Sustainability Options as these options
have not been available for 10 years.
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Investments context and performance explained
In this section, we outline our
broader investments performance
and give some detail on the
global economic, political, social
and environmental context that
underpinned investment markets
for the year.

All of VicSuper’s investment options provided positive net earning rates to members to
30 June 2011. This is good news for members after the loss in value experienced through
the Global Financial Crisis. Since the end of 2010/11 and the publication of this report, local
and international sharemarkets have been volatile. However, this report focuses on 2010/11,
and more current market updates are available from the news section of VicSuper’s website.
VicSuper’s investment options with a high exposure to shares (growth assets) performed
strongly relative to those options with a high exposure to cash and fixed interest (income
assets). Confidence returned to the markets around September 2010 following the
uncertain economic outlook and financial market volatility, which characterised the earlier
months of the 2010/11 financial year.
On the back of extremely low official interest rates broadly through the developed market,
and in the United States, a strong economic expansionary stance (in the form of quantitative
easing or printing money to push economic growth), developed market equity returns were
strongly positive. However, strong overall equity market performance muddied the picture
of the health of the global economy, but reflected the strong balance sheet health of United
States based corporate entities.
The periphery states of the European Union - Ireland, Spain, Greece, Portugal and Italy
rattled capital markets all through the financial year. The EU and these sovereign states
grapple with the perplexing burden of high sovereign debt, high unemployment and the
need to introduce austerity measures (increase taxes, reduce government spending) to
assist with balancing the budget. However, given the structure of the EU, the European
Central Bank is reliant upon the stronger states like Germany and France to help bail-out the
weaker states; and this requires political will.
Official interest rates were held at very low levels and therefore returns from international
government bond markets were subdued relative to the period immediately post-global
financial crisis.
There were two significant pieces of news out of the Middle East during the financial year:
the US killing of Osama bin Laden and social unrest in Egypt, Libya, Bahrain and Syria, which
spooked markets by virtue of concern over flows of crude oil from the region.
In South-East Asia, sharemarkets dropped significantly when Japan was hit by a tsunami
and the Fukushima nuclear plant was seriously damaged. There was a significant sell-down
as investors feared a large-scale nuclear accident, before rallying on the back of Japanese
intervention and more confidence in the world economy’s ability to weather the storm.
Closer to home, Australia witnessed its own natural disaster in the form of flood events
in Queensland and Victoria, which caused massive disruptions to supply chains, damage
to infrastructure and loss of life but provided much needed environmental flows of water
to the parched Murray-Darling River basin. The Australian stock market “shrugged off” the
impact despite a reduction in coal exports due to flooded mines, an increase in banana
prices due to loss of production and the Federal Government’s introduction of a levy on tax
payers to meet the expenses of the re-construction.
We believe sustainability issues can materially impact investment returns. Superannuation
funds like VicSuper, and the investment returns they capture for members, benefit from and
are impacted by these macro sustainability trends. As ‘cross market’ issues, they impact all
industries and regions, affecting the entire economy.
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Sharemarket performance
Australian and international sharemarkets
rallied in 2010/11, as shown in the graphs
below. The ASX300 increased 11.9% and
the MSCI World Excluding Australia Index
(partly hedged) increased 18.1% (when
fully hedged the return was 26.72%).
S&P ASX300 Accumalation Index
38,000

For the 12 months ending 30 June 2011,
the major international sharemarkets
performed as follows:
>
>
>
>
>
>

US: S&P500 up 28.1%
UK: FT100 up 20.9%
Germany: DAX up 23.6%
Japan: Nikkei up 4.6 %
Hong Kong: Hang Seng up 11.3%
Shanghai Composite Index up 15.2%

Engagement and proxy voting

36,000

Company engagement is about exercising
our rights and responsibilities as a partowner of the companies in which we invest.

34,000

>

32,000
30,000

>
28,000
Jul

Sep Nov

Jan Mar

May Jul

MSCI World Ex-Australian fully hedged
into Australian dollars
800

700

600

500
Jul

Sep Nov

Sources: IRESS and MSCI

Jan Mar

May Jul

VicSuper uses Regnan Governance
Research and Engagement Pty Ltd for
governance research and company
engagement for Australian listed shares
and handles proxy voting for Australian
shares independently.
VicSuper uses Hermes Equity
Ownership Services (EOS) to provide
governance engagement and proxy
voting for our international listed shares.

During 2010/11 Regnan engaged 35
companies on 9 different ‘head-line’ issues.
Some engagements covered more than
one issue, and some companies were
engaged on more than one occasion. In
a number of instances the engagements
involved positive reinforcement and
separate discussions regarding ways for
companies to demonstrate improvement.
Hermes EOS undertakes engagement
activities across a broad range of companies
and geographic locations. Engagement
activities cover issues such as board
structure, executive remuneration, risk
management, operations in troubled
regions such as Sudan, munitions
manufacture, shareholder returns, carbon
intensity and bribery.

Collaboration
As a part-owner of companies we also
have the opportunity to collaborate and
share knowledge with other institutional
investors on major investment related risks
and opportunities such as climate change,
corporate governance and business ethics.
VicSuper participates in collaborative
engagement through the UN PRI, IGCC,
CDP and UNEP FI.

Climate change – an example
More frequent and intense storms may
adversely affect company profitability
and shareholder value in industries
including insurance, banking, housing,
construction and energy. The new price
on carbon presents investors with both
risks and opportunities. Companies with
poor carbon efficiency may become
less profitable due to higher costs, while
other companies will benefit through
development of new energy and
technology markets.
All companies and investment securities
face these challenges. The way in which
they respond will determine their ability
to remain competitive, sustain earnings
and increase shareholder value.
Carbon emissions for your super
Look out for this symbol on your
Annual Benefit Statement.
VicSuper provides an estimate
of the carbon emission of your
investments. All investments
are linked to the emission of carbon,
from the production of goods and
services to the development and
use of buildings. An estimate of the
tonnes of carbon emitted (measured
as CO2- equivalents) from your share
of investments in publicly listed
companies, that we invest in on your
behalf, is provided on your Annual
Benefit Statement.
Reporting this information forms part
of our vision to be a sustainable super
fund. Measuring the carbon intensity
of companies and other assets assists
VicSuper in planning how to generate
the same return for our members with
less carbon emissions.
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VicSuper’s investment managers
VicSuper’s in-house investment team manage Australian listed shares, cash and
Australian fixed interest investments. Vanguard Investments Australia Ltd (AFSL 227263)
manages international listed shares and a passive currency overlay. BlackRock Investment
Management (Australia) Limited (AFSL 230523) manage passive currency overlays. Written
agreements establish guidelines for the management of VicSuper Fund assets. VicSuper also
invests in externally managed unlisted unit investment trusts. VicSuper uses the following
benchmark indices to measure asset class performance:
Asset class

Benchmark index

Equities
Australian listed shares

S&P/ASX 300 Accumulation Index

Australian private equity

S&P/ASX 300 Accumulation Index plus 5% pa

International listed shares

Morgan Stanley Capital International World Accumulation
Index (excluding Australia) in Australian dollars with net
dividends reinvested

International private equity

Morgan Stanley Capital International World Accumulation
Index (excluding Australia) plus 5% pa

Emerging markets listed shares

Morgan Stanley Capital International Emerging Markets
Index

Cash

UBS Australian Bank Bill Index

Fixed interest
Australian fixed interest

UBS Australian Composite Bond Index

International fixed interest

Barclays Capital Global Treasury Index (hedged to
Australian dollars)

Property

UBS Australian Government Bond Index 10-plus Year
Maturity plus 2% pa
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Asset class performance
Shares/equity
In 2010/11 international sharemarkets
returned 26.7% (hedged MSCI World exAustralia index), the Australian sharemarket
(ASX 300 index) returned 11.9%, and the
emerging market equity index posted an
unhedged 0.8% return.

Net market value of VicSuper Fund
investments by asset class as at 30 June
2011 (million)

Net market value of VicSuper Fund
investments ($ millions)
8,528
7,171
5,938

6,130

6,050

06/07

07/08

08/09

Fixed interest and cash
Australian and international fixed interest
markets returned 5.5% and 5.7% (hedged)
respectively for the financial year. Australian
cash returned around 5.0% over the
same period, consistent with a rising
interest rate environment.
Property
VicSuper’s investments in unlisted property,
which includes unlisted infrastructure,
commercial property, and agriculture and
forestry, provided a positive return of 6.9%
(gross) for the year. The capital value of
assets across the three asset sub-classes
have seen some recovery which, alongside
the income return generated delivered
positive total returns to members.

Cash
Australian fixed interest
International fixed interest
Australian equities
Australian equities
(sustainability leaders)
International equities
International equities
(sustainability leaders)
International equities
emerging markets
Property
Property (sustainability leaders)
Australian private equity
Australian private equity
(sustainability leaders)
International private equity
International private equity
(sustainability leaders)

1294.75
371.77
745.81
1454.46
196.25
2294.78
644.69
297.69
394.67
531.70
151.02
8.99
103.10
38.69

09/10

10/11

Strategic investment review
VicSuper’s investment performance has
not met its long term member investment
objectives. In the financial year 2011/12
(continuing a project commenced in
the second half of 2010), VicSuper will
undertake a Strategic Investment Review
of its investment policy, strategy and
implementation. This will incorporate a
strategic asset allocation review, a fund
and asset manager review, a review of all
asset classes in which VicSuper invests
and, a review of internal processes and
team structure.
Investment income ($’000)
$826,508

$755,706
$491,343

06/07

07/08

08/09

-$417,003

-$775,504

09/10

10/11
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Performance summary and commitments

2010/11 performance summary
This table sets out a summary of other key indicators not included in the main body of the report.

Number of personal advice interviews

2006/07

2007/08

2008/09

2009/10

2010/11

% change

4,495

6,022

6,560

7,516

7,205

-4.14%

Number of member and workplace seminars

954

1,074

1,109

1,445

1,368

-5.33%

Attendance at public and workplace seminars

17,759

17,708

14,952

16,522

15,331

-7.21%

57.80%

55.90%

57.60%

60.70%

63.31%

-4.30%

1,153

449

513

474

469

-1.05%

274

364

329

448

458

2.23%

VicSuper Scheme members with insurance
Attendance at employer seminars
Compliments
Complaints
Females in senior management roles
Employee turnover rate (pa)
Sick days taken per employee
Electricity use per VicSuper employee (kWh pa)
A4 copy paper used per VicSuper employee (sheets)
Growth Option (default option) annual net earning rate*
Investment income ($000)

21

24

45

39

24

-38.46%

44%

48%

40%

37%

42.86%

15.84%

15.20%

12.30%

19.10%

15.7%^

16.02%^

2.04%

4.1

3.4

5.5

4.3

5.19

20.70%

3,013

3,018

2,551

2,440

2,325

-4.71%

8,774

8,080

6,556

5,504

4,850

-11.88%

17.18%

-7.83%

-16.99%

8.83%

11.76%

33.18%

$755,700

-$417,003

-$775,504

$491,343

$826,508

68.21%

Investments with formal sustainability integration

15.20%

14.70%

17.40%

18%

16.7%

-7.2%

Number of VicSuper Fund members

224,747

237,852

249,594

255,768

262,285

2.55%

8,776

13,143

14,367

14,930

15,987

6.17%

$1,238,384

$1,329,703

$1,154,803

$1,185,466

$1,240,528

4.6%

Number of employers (active) contributing to VicSuper
Fund
Revenue from all super contributions including rollovers
($000)
* Past performance is not a reliable indicator of future performance

^ The employee turnover rate for 2009/10 has been restated as it included entire employee turnover, ie it included turnover from casual staff and terminations. The new figure is the
voluntary separation rate. The entire staff turnover rate for 2009/10 was 23% and for 2010/11 it was 21%.
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2010/11 commitments

This table summarises our performance against performance commitments we made last year.
Commitment

Did we deliver?

Enhance existing pathways for provision of advice by implementing limited personal (Intra Fund) advice

4

Investigate the viability of cloud computing solutions for VicSuper, in particular for email and associated office functions
and storage

4

Re-negotiate group life and income protection insurance policies for VicSuper members to offer members enhanced insurance
benefits in the form of improved features, higher sums insured and/or lower per unit costs

4

Evaluate, enhance and further develop initiatives within the existing customer relationship management systems
Preliminary work commenced. The project has been placed on hold in light of other business priorities.

6

Enhance risk management framework through completion of the review of VicSuper’s crisis management process and
documentation

Partially

Plan for, and implement, any changes resulting from Federal Government reviews

4

Evaluate, finalise and implement plan for further integration of sustainability into all VicSuper decision support systems
and operations

4

Implement leadership development plans and undertake strategies to manage leadership transition

4

Develop further and implement an investment education training module for VicSuper employees with supporting tools to
further enhance the quality of information and advice available to members

4

Extend sustainability investing to VicSuper’s core investments in listed equities, property and fixed interest
The Trustee determined not to proceed with the project. In 2011/12 VicSuper is conducting a strategic review of investments.

6

Implement productivity improvements which contribute to financial viability

4

Prepare financial plan projections under a range of economic scenarios to guide the financial management of VicSuper Fund in
the aftermath of the 2008 global financial crisis

4

Continue to promote the benefits of VicSuper to encourage new member and employer growth

4

This is a concise list of commitments under our most material areas. A full list of our performance against all commitments will be reported
in the full VicSuper Performance Report 2011, to be released in October 2011 and available from 2011report.vicsuper.com.au
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2011/12 commitments

These are some of our performance commitments for the 2011/12 financial year.
Strategic investment review
Review of IT Infrastructure
Investigate cloud based or hosted solutions for email, file storage and collaboration
Investigate and if appropriate implement hosted website and technology upgrade for both static and interactive sites
(Members and Employers online)
Complete tender process for provision of security infrastructure management services to VicSuper
Meet legislative requirements regarding the provision of financial advice (FOFA – Future of Financial Advice)
Monitor and evaluate legislative changes, and implement any necessary changes to governance arising from the Stronger Super
initiatives/legislation
Meet legislative requirements regarding short form Product Disclosure Statements (PDSs) and incorporated by reference (IBR) material
Continue to implement the risk management process
Finalise the implementation, testing and training of VicSuper’s enhanced Business Continuity Management plans
Review the change of investment options policy and assess if the introduction of more flexibility in what time of the month a member can choose
to change their investment options is appropriate
To give members the ability to apply for insurance cover online, including AXA underwriting forms
To review the various rollover hub offerings available in the market place and if appropriate implement a process for forwarding and receiving
rollovers electronically
Implement the Super Stream recommendations
To review all the existing high volume paper based processes and determine which processes should be priorities for rebuilding using the new
integrated systems platform
To produce and send half-yearly Benefit Statements/transaction listing for VicSuper Scheme and VicSuper Beneficiary Account members
Satisfy the requirements for ensuring VicSuper can offer a MySuper product
Enhance existing pathways of provision of advice by enhancing intra fund (limited personal) advice service to existing members through the
member centre and associated distribution channels
To develop and implement an electronic means of communication for forms and publications for members who have existing email on their
VicSuper account
To develop and implement an electronic means of confirmation of member related administration transactions
Assess and review advice model structure
Enhance service value to members in line with central operating principle – electronic VicSuper Scheme account welcome pack
(expanded rollout)
Pilot an opt-in soft compulsion program with a number of mid-size employers to increase savings based on the ‘Save More Tomorrow’ program.
Enterprise Agreement negotiated successfully and meets all legislative requirementss
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Other information

VicSuper’s custodians

Unlisted investments

A custodian is a specialist organisation that
holds title to an investor’s assets, undertakes
registration of securities, holds investments
in safe custody and maintains accounting
and taxation records on the investor’s
behalf. VicSuper Fund’s custodians are
National Australia Bank (AFSL 230686)
and Westpac (AFSL 233714) Banking
Corporation, which maintains the Fund’s
bank account.

These investments are assets which are
not bought and sold on a stock exchange.
Unlisted investments which VicSuper
invests in include private equity, commercial
property, infrastructure, and ecosystem
services. At 30 June 2011, these unlisted
investments comprised less than 20%
of total assets of VicSuper Fund. Unlisted
investments are generally re-valued on a
quarterly or annual basis. VicSuper also
invests in unlisted assets or unit investment
trusts where the underlying investments are
listed on a stock exchange.

Use of derivatives
Derivatives are securities (eg futures and
options) that derive their value from another
security. VicSuper uses derivatives to control
the risk of movements in currency rates and
share prices. We use derivatives carefully
and all positions are fully backed by cash.
Derivatives are not used for speculation or
to leverage the Fund.

Currency risk
VicSuper uses a ‘strategic currency
overlay’ to reduce the impact of currency
movements on international investment
returns. A full or partial currency overlay
has been applied to VicSuper’s investments
described as ‘hedged’ or ‘partially hedged’.
For example, VicSuper’s international fixed
interest investments, which are 100%
hedged, have a currency overlay applied
over the total investment. VicSuper seeks
advice from our asset consultant Frontier
Investment Consulting in managing currency
risk. Overlays are implemented and
managed by Vanguard Investments Australia
Ltd and BlackRock Investment Management
(Australia) Ltd.

Investments over 5% of
Fund assets

Securities lending
VicSuper has a securities lending agreement
in place with our custodian, National
Australia Bank (NAB). NAB has access
to securities held by VicSuper such as
listed shares and Australian fixed income
securities, and uses these securities as it
sees fit – which generally involves being
on-lent to major retail banks, investment
banks and brokers. These borrowers in
return pledge collateral (usually cash) to
NAB; VicSuper and NAB receive a profit
when this collateral is re-invested. Full title to
the securities passes to NAB while VicSuper
retains all coupon payments, dividends,
private placements and other benefits of
ownership including the right to vote at
annual general meetings. Securities lending
arrangements assist the efficiency of global
financial markets by increasing liquidity
and enabling prices to better reflect the
underlying value of the securities.

VicSuper is required by the Corporations Act
2001 to report any individual investments
which exceed 5% of total Fund assets. As
at 30 June 2011, one individual investment
did exceed 5% of total VicSuper Fund
assets. This was VicSuper’s exposure to the
Vanguard International Fixed Interest Fund
(VIFIF) – valued at 8.73% of total Fund
assets. VIFIF is a unit investment trust, of
which VicSuper holds a large number of
units. The underlying assets within this unit
investment trust are a well diversified mix
of many individual fixed income securities
from around the world. No single security
held with the VIFIF is greater than 5% of
VicSuper Fund’s total assets.

Reserve account
The general reserve account is a pool of
money that forms part of the assets of
VicSuper Fund as a whole. Where VicSuper’s
management fee is insufficient to cover
VicSuper’s management and administration
expenses the shortfall is paid for out of the
Fund’s general reserve account. Please note
that it is not our intent to use this account
to smooth returns from year-to-year apart
from minor rounding adjustments. The
money in this account is spread across
VicSuper’s seven investment options and
managed in accordance with VicSuper’s
investment policy.

Balance of the reserve account
As at 30 June

Opening
balance $M

Transfer
(from)/to $M

Closing balance
$M

% of total assets

2009

19.842

(2.325)

17.517

0.28

2010

17.517

(2.405)

15.112

0.21

2011

15.112

0.061

15.173

0.18
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Summary financials (including fees)

Summary statement of financial position as at 30 June 2011
2010 (audited)
$000

2011 (unaudited)
$000

Investments

7,170,785

8,528,373

Other assets

75,005

137,857

7,245,790

8,666,230

21,632

76,335

Assets

Less liabilities
Income tax liabilities
Other liabilities

22,793

43,668

44,425

120,003

Equals net assets available to pay benefits

7,201,365

8,546,227

Represented by liability for accrued benefits

7,201,365

8,546,227

Opening balance

6,124,257

7,201,365

Increase in accrued benefits

1,477,986

1,835,408

Benefits paid

(398,473)

Movement in liability for accrued benefits

Transfer to/(from) reserve
Closing balance

(2,405)

(490,607)
61

7,201,365

8,546,227

Opening balance

17,517

15,112

Transfer to/(from) reserve

(2,405)

Closing balance*

15,112

Movement in reserve

* The reserve includes an administration reserve amount of $250,000 required under VicSuper’s RSE Licence.
In last year’s full report the total assets (audited) was incorrectly stated as 7,245,781. This is re-stated correctly in the table above.

61
15,173
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Summary operating statement for the year ended 30 June 2011
2010 (audited)
$000

2011 (unaudited)
$000

491,343

826,508

1,185,466

1,240,528

Revenue
Gross investment income
Contributions and transfers from other funds
Other revenue

12,434

17,452

1,689,243

2,084,488

Less expenses
Management and investment administration

40,548

40,725

Term insurance

25,408

28,056

11

15

Superannuation contributions surcharge
Income tax
Equals benefits accrued as a result of operations
Transfer (to)/from reserve

147,695

180,223

213,662

249,019

1,475,581

1,835,469

2,405

Benefits accrued after transfer (to)/from reserve

1,477,986

(61)
1,835,408

In last year’s report the management and investment administration expense was incorrectly stated as 40,408. This is re-stated correctly in the table above.

The audit of VicSuper Fund (which includes benefit plans VicSuper Scheme, VicSuper Beneficiary Account and VicSuper Pensions) for the
year ended 30 June 2011 will be completed by VicSuper’s auditor, Deloitte Touche Tohmatsu, by 23 September 2011. An extract from
VicSuper Fund’s unaudited accounts is presented above. VicSuper Fund’s audited accounts will be available to members and beneficiaries
on written request from 23 September 2011.
The Commonwealth prudential framework for superannuation savings is contained in the Superannuation Industry (Supervision) Act 1993
(Cwlth). Since 1 July 1999, VicSuper Fund has been a complying superannuation fund directly regulated under the Superannuation Industry
(Supervision) Act 1993 (Cwlth), which governs the majority of superannuation funds in Australia. This means, among other things, that fund
earnings are eligible to be taxed at the reduced rate of up to 15%.

What it all means
Benefits accrued after transfer
from reserve
This is the total increase in member
benefits from net investment revenue,
member contributions and transfer of
member balances from other funds, less
the expenses in running VicSuper Fund
and transfers from reserve.
Liability for accrued benefits
This amount represents the total amount of
all members’ and the reserve account.

Privacy law

Are your VicSuper details correct?

The Privacy Act 1988 (Cwlth) gives
individuals control over the way private
organisations collect, use, disclose and store
information about them. VicSuper has always
handled personal information with extreme
care and diligence; details on how this
legislation impacts VicSuper are available in
all our Product Disclosure Statements.

It’s important for us to have your correct
details, so that we can keep you informed
about your VicSuper account and important
changes to superannuation.

You can also call VicSuper’s Member
Centre on toll free 1300 366 216 to
request a copy of our Privacy brochure
(personal information).

Superannuation surcharge
Although this surcharge has been abolished,
VicSuper may still receive surcharge
assessment notices from the ATO relating
to a period where surcharge applied. If we
receive a notice in relation to your account,
the amount assessed will be deducted from
your balance and paid to the ATO.

If your name, address, phone number
or other details have changed, or soon
will, please update these via VicSuper
MembersOnline, which can be accessed
from VicSuper’s website. Alternatively,
you can speak to one of VicSuper’s
superannuation consultants by calling our
Member Centre on toll free 1300 366 216.
Please note that if your employer makes
Superannuation Guarantee contributions
into your VicSuper account, you should
also update any change to your details
with your employer, otherwise the details
updated on our system may be overridden
by information we later receive from
your employer.
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Complaints resolution
VicSuper has a procedure for dealing
with member enquiries or complaints
about the operation or management of
VicSuper Fund. If you feel that you have
been treated unfairly or disadvantaged by a
decision made by VicSuper, you can phone
to register your complaint on toll free
1300 366 216 or write to the Complaints
Coordinator at VicSuper GPO Box 89,
Melbourne, Victoria, 3001 and we will
review the matter.
Our Complaints Coordinator will ensure
your complaint is dealt with by the most
appropriate person quickly and impartially
and, if necessary, seek the review of
the Trustee on your behalf. If you are
dissatisfied with the outcome of VicSuper’s
review or our handling of your complaint,
you can contact the Superannuation
Complaints Tribunal.
The Tribunal is an independent body
set up by the Federal Government to
review trustee decisions relating to
members. You can call the Superannuation
Complaints Tribunal on 1300 884 114
or +61 3 8635 5580.

Advisers to VicSuper

Tax on investment returns

Actuary

VicSuper Scheme and VicSuper
Beneficiary Account

Russell Employee Benefits Pty Ltd

Asset consultant
Frontier Investment Consulting Pty Ltd

Custodians

Unlike many non-superannuation
investments, gross investment returns in
complying super funds are generally taxed
up to a maximum of 15%.

KPMG

Tax on the investment return is deducted
from the gross investment return to
determine the net earning rate applied
to each investment option. Tax rates vary
between investment options and include
the benefit of imputation credits, which
apply to investments in Australian equities,
and capital gains tax concessions where
applicable. All tax rates are reviewed
regularly against the tax payable by VicSuper
and updated if necessary.

Insurance brokers

VicSuper Pensions

National Australia Bank
Westpac Banking Corporation (for the
Fund’s bank account)

External auditor
Deloitte Touche Tohmatsu

Internal auditor

Marsh Pty Ltd
Insurer (group life and salary continuance)
AXA Group Insurance

Legal
Freehills
Greenfields Financial Services Lawyers
Hall and Wilcox
Middletons Lawyers
DLA Piper

Other
Mercer Investment Consulting
Macquarie Funds Group
Net Balance Management Group

Tax
KPMG

Technical training
Kaplan
Australian Institute of Superannuation
Trustees
Association of Superannuation Funds of
Australia
Centrelink
Financial Planning Association

Salaries
Hays

There is no tax payable on investment
returns for VicSuper Pensions. Imputation
credits, where applicable, are a positive
adjustment made to the gross investment
return to determine the net earning rate for
each option.

Net earnings
Net earnings are calculated by applying
the relevant net earning rate to your
average account balance over the period.
Net earnings can be a positive or negative
amount depending on the investment
performance of a member’s investment
option over the period.

VicSuper Scheme and VicSuper
Beneficiary Account
When calculating net earnings for each
month, we apply the net earning rate to the
opening balance at the start of the month,
any contributions and rollovers added
during the month, any partial withdrawals
(including rollovers) and other account
deductions during the month.

VicSuper Pensions
When calculating the net earnings for each
month, we apply the net earning rate to
the opening balance at the start of the
month, and take into account any pension
payments and partial withdrawals including
partial rollovers.
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Browse our website
vicsuper.com.au

Call our Member Centre
1300 366 216 and speak to a VicSuper
superannuation consultant between
8.30am and 5pm, Monday to Friday

Visit us
Monday to Friday
8.30am to 5pm

Bendigo 15 MacKenzie Street
Blackburn Level 1, 29-33 Railway Road
Geelong 91A McKillop Street
Melbourne Level 6, 90 Collins Street
Traralgon 13 Kay Street
To make an appointment to see a VicSuper
superannuation adviser call 1300 366 216

Send us a fax
03 9667 9610

Write to us
VicSuper
GPO Box 89, Melbourne 3001

Disclaimer
The information contained in this VicSuper Performance Report 2011 is given in good faith and has been derived from sources believed to be
reliable and accurate. No warranty as to the accuracy or completeness of this information is given and no responsibility is accepted by VicSuper Pty
Ltd or its employees for any loss or damage arising from reliance on the information provided. This VicSuper Performance Report 2011 contains
general information only and does not take into account your financial situation, objectives or needs. You should therefore consider whether the
information provided is appropriate to your own circumstances. You can contact VicSuper to make an appointment to see one of our VicSuper
representatives. VicSuper Pty Ltd ABN 69 087 619 412 is the Trustee of VicSuper Fund ABN 85 977 964 496. The Trustee holds an Australian
Financial Services Licence (237333) under the Corporations Act 2001 (Cwlth) and a RSE Licence under the Superannuation Industry (Supervision)
Act 1993 (Cwlth). Under its AFSL, VicSuper is licensed to deal in and provide financial product advice on superannuation products. At present,
VicSuper representatives are limited to recommending VicSuper Fund benefit plans and providing financial product advice on VicSuper Fund benefit
plans, the Emergency Services & State Super (ESSSuper) – Revised, New, SERB and Transport Schemes; and general superannuation matters.
VicSuper does not provide advice about any other superannuation funds.
© 2011 VicSuper Pty Ltd. All rights reserved. No part of this VicSuper Performance Report 2011, covered by copyright, may be reproduced or copied
in any form or by any means without the written permission of VicSuper Pty Ltd.
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