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In 2015, we received the “Award for Excellence in Annual Reporting” from the Australian
Institute of Superannuation Trustees (AIST) – this is the second year running that we’ve
received this award. We believe we’re currently the only super fund in the world that
produces an independently assured annual report for members aligned with global best
practice performance reporting and disclosure standards.
In November 2015, our Super Woman Money Program was awarded AIST’s
“Best Member Facing Project” in recognition of the positive impact this program has
generated for women and their financial wellbeing. This program was also a finalist
in the 2015 Melbourne Awards
In May 2016, we were awarded the Best Fund Longevity Product by Chant West. The
award recognised the innovative approach of the Guaranteed Income products* we
developed for members heading towards (or already in) the retirement phase of their
lives. In partnership with Challenger, we became the first public offer super fund in
Australia to provide an integrated product of this kind to members.
On 1 July 2016, we received the Good Corporate Citizen Award at the Victoria Day
Awards. The award recognised the contribution we’ve made to our community over the
past year. In particular our work on the Super Woman Money Program and the work we’re
doing to raise awareness of youth homeless by partnering with Melbourne City Mission
and sponsoring the Sleep At the ‘G initiative were recognised through the award.
In 2016 VicSuper’s Future Saver Capital Stable option was awarded Best Capital Stable
Return 2006-2015 (SR50) by SuperRatings. We also maintained our SuperRatings
platinum-rated fund status across the year. A summary of our 2016 independent ratings
from SuperRatings, Chant West and Heron are shown below.
* VicSuper relies on Challenger Life Company, under life policies issues to VicSuper by Challenger, to fund payments to
members who select these products. VicSuper does not itself provide a guarantee.

Released 30 September 2016

SuperRatings, Chant West and Heron Partnership
are independent organisations. Platinum is
SuperRating’s highest rating, 5 applies is Chant
West’s highest rating and 5 stars is Heron
Partnership’s highest rating. For more information
on these ratings go to: superratings.com.au;
chantwest.com.au; heronpartners.com.au

About this report
Keeping you up to date

Defining what’s important

At VicSuper, we believe it’s important that we tell you
about how we’re performing in an open and clear way.
This VicSuper Annual Report is designed to keep our
members, our employers, and a range of other
stakeholders (for example the government, regulators,
industry associations, and the broader community), fully
informed and up to date on how we’ve performed and
what we’ve achieved over the past year.

So, who decides what’s important enough to be included
in this report? In a sense – all of our stakeholders do. Each
year we go through a detailed content planning process.
We draw on feedback from face-to-face meetings, focus
groups, surveys, individual communications and industry
research, and we use the results to create a prioritised
list of topics to cover in the report. It’s how we know the
information we give you is relevant and of interest to our
stakeholders – whether they’re internal to VicSuper itself,
members of the Fund, or other parties with an interest
in VicSuper.

The report also gives us an opportunity to illustrate
the benefits we generate for our members, how we’re
managing our business risks, and what we’re doing to
prepare for and manage our future.
When creating this report, we drew on two internationally
recognised reporting frameworks – the Global Reporting
Initiative (G4 guidelines), and the Integrated Reporting
Framework. These guide the structure and content of the
report, helping us to present a balanced picture of what
we’ve achieved, where we’re heading, and the challenges
we face.

The table below lists the issues we’ve identified as having
a significant impact on VicSuper this year, and therefore
of greatest relevance to our stakeholders. It also plots
the issues against the five central strategic themes in our
strategy. It’s a simple demonstration of how our overall
business strategy is designed to make sure we keep
on top of issues and trends, and manage the
business accordingly.

VicSuper’s material issues are managed through our core business strategy
Growth
and scale Investments

Products
and
services

People,
Brand and systems and
reputation processes

Adapting to regulatory change
Growing our fund amidst increasing competition
Financial management and performance

Importantly, the content of this report is independently
assured using best practice accounting standards.

Consistent investment returns

Let us know what you think

Helping members understand and build their super

We’d love to hear what you think. If you’d like
to comment on this annual report or any of the
information we’ve covered in these pages, please
don’t hesitate to contact us online, or email us
directly at corporateresponsibility@vicsuper.com.au

Improving financial outcomes in the community

Investing responsibly

Innovating and adapting to change
Governance, integrity and risk management
People and culture
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VicSuper at a glance
We’re here to help

Because super can change lives

We’re a local Victorian super fund and we’re proud of it.
We’ve grown rapidly over the past few years, but we
haven’t lost sight of the fact that personalised and
approachable service matters to everyone – whether
you’re an employer that’s using our super services, or a
member of our Fund. And so when you contact VicSuper
for any reason – big or small – you’ll always deal with one
of the friendly VicSuper team. We’re here to help – it’s
what we do. We make it our mission to work alongside
you, helping you to make the best possible decisions.
Whether it’s through our Member Service team, our
financial planning team, our tools and calculators or award
winning education programs, we’ll be with you every step
of the way.

We know it’s hard for most people to connect with the
value of super, especially given these savings can’t usually
be accessed until much later in life. And it doesn’t help that
super often seems complex and difficult to navigate. But
super is a big deal – in fact for most of us it’s the second
largest financial asset we’ll ever have outside of the family
home.

What’s more, unlike many other funds, we’re not tied to a
single industry. This means we can provide our services to
any business. And that’s great for our members, because it
makes it easier to stay with us throughout their working
lives, and enjoy the many features and benefits that come
with VicSuper membership, including:

So, as a super fund, we’ve asked ourselves: how can we
make super matter to our members? The answer lies in
making it real and making it meaningful, and showing our
members how easy it can be to just do something. And
that means giving them the support and the tools they’ll
need along the way. Because when it comes to super,
small steps can make a big difference – a life-changing
difference.

MILDURA

• profits retained for the benefit of members
• competitive and capped administration fees
• a focus on providing consistent long-term investment
returns for our members
• great quality financial advice

SHEPPARTON

• online and face-to-face financial education services and
programs

BENDIGO

• seamless processing of super contributions thanks to
our dedicated, in-house account managers
• a strong commitment to being a good corporate citizen
and contributing to the communities our members live
and work in.

ALBURY
WODONGA
WANGARATTA

Our head office is located in the Melbourne
CBD and we have advice centres in
Blackburn, Bendigo, Geelong and
Traralgon. Members and employers can
also make an appointment to visit one of
our serviced offices located at Bairnsdale,
Ballarat, Frankston, Inverloch, Laverton,
Mildura, Mornington, Narre Warren,
Shepparton, Wangaratta, Warragul,
Warrnambool, Wodonga and Wonthaggi.

BALLARAT

WARRNAMBOOL

MELBOURNE
BAIRNSDALE
BLACKBURN
NARRE WARREN
WARRAGUL
GEELONG
FRANKSTON
TRARALGON
MORNINGTON
WONTHAGGI
INVERLOCH

HEAD OFFICE
ADVICE CENTRES
REGIONAL SERVICED CENTRES
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Performance highlights
It’s been a big year for us at VicSuper. Our whole team has
contributed to our achievements. They’ve also worked
hard to help us address the challenges we face. We’d like
to thank each and every one for the part they’ve played in
our success.
Despite a challenging external environment, we’re happy
to report that the Fund reported moderate growth in
funds under management across the year. We also
received external recognition and an award for our
innovative Guaranteed Income products.** All of our hard
work benefits our members and employers today and well
into the future. Over the coming year and the medium
term we will continue to focus on growth, innovation and
building consistent investment performance.

$16.36
billion*

Focused
on building
performance

Best fund
longevity
product

against our long-term
investment objectives

Awarded by Chant West
for our new Guaranteed
Income products**

239,500 +

22,000+

or one in 12 working
Victorians are members
of our Fund

actively contributing
employers

6,800 +

~11,000

1,400 +

face-to-face advice
appointments

women have participated
in The Super Woman Money
Program since 2012

engagements undertaken
with companies we invest in,
on their environmental,
social and governance
performance

In funds under
management

94% team
members
surveyed said they
are proud to work
for VicSuper

* Funds under Management (FUM) differs from Investment by $28m, as investment open trade receivables and payables are included in the FUM amount.
** VicSuper relies on Challenger Life Company, under life policies issues to VicSuper by Challenger, to fund payments to members who select these products.
VicSuper does not itself provide a guarantee.
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VicSuper FutureSaver
Cash

Capital Secure

Capital Stable

Balanced

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

1.93

1-yr

3.69

2.63

5-yr

10-yr

4.40

1-yr

4.96

5-yr

10-yr

5.43

5.29
3.67

1-yr

2.91

5-yr

10-yr

1-yr

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

To earn an investment return of
1.25% per annum (after tax and
investment expenses) above the rate
of inflation over rolling 10-year
periods.

To earn an investment return of 2.0%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of 2.5%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of 3.5%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

Standard risk measure* is very low.

Standard risk measure* is low to
medium.

Standard risk measure* is medium.

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

Standard risk measure* is very low.

STRATEGIC ASSET ALLOCATION
%
Cash

100%

Cash

36.0%

Cash

Fixed Income

35.2%

Fixed Income

34.6%

Fixed Income

26.6%

Real Assets

15.0%

Real Assets

15.0%

Real Assets

15.0%

Alternatives

1.3%

Alternatives

4.8%

Alternatives

Equities

28.1%

Equities

Equities

As at 30 June 2016
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8.09

7.14

5.74

12.5%

As at 30 June 2016

17.5%

As at 30 June 2016

Cash

5.0%

7.5%
45.9%

As at 30 June 2016

Note: Includes net earning rates to 31 December 2011, crediting rates to 31 December 2012, net investment returns thereafter. The Australian shares option for VicSuper FutureSaver and VicSuper
Pensions was launched on the 4 and 5 February 2013 respectively. 									
In May 2016, VicSuper increased its Fund level strategic asset allocation to the alternatives asset class to 15% (3% increase) and real assets (property, infrastructure, timberland, agriculture) to 18%
(3% increase). These increases were funded by a 6% reduction in the allocation to equities. These changes were effective 1 July 2016. Alternatives and real assets are classified as part growth
and part defensive so the increased allocation to alternatives and real assets will help us further diversify risk within our investment portfolio.		
*Information on the Standard Risk Measure is available on our website.										

INVESTMENT PERFORMANCE

Growth (MySuper)

Equity Growth

Equity Growth Sustainability

Australian Shares

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

9.20

8.56

8.85

5.10

5.59

5.12

2.80

1.87
-0.91

-0.59

1-yr

5-yr

10-yr

1-yr

5-yr

10-yr

1-yr

5-yr

10-yr

1-yr

N/A

N/A

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

To earn an investment return of 4.0%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of
4.25% per annum (after tax and
investment expenses) above the rate
of inflation over rolling 10-year
periods.

To earn an investment return of
4.25% per annum (after tax and
investment expenses) above the rate
of inflation over rolling 10-year
periods.

To earn an investment return of
4.25% per annum (after tax and
investment expenses) above the rate
of inflation over rolling 10-year
periods.

Standard risk measure* is high.

Standard risk measure* is high.

Standard risk measure* is very high.

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

Standard risk measure* is medium to
high.

STRATEGIC ASSET ALLOCATION
%
Cash

1.0%

Fixed Income

14.5%

Real Assets

15.0%

Alternatives

12.0%

Equities

57.5%

As at 30 June 2016

Alternatives

11.9%

Alternatives

11.9%

Equities

88.1%

Equities

88.1%

As at 30 June 2016

As at 30 June 2016

Equities

100%

As at 30 June 2016
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VicSuper Flexible Income
Cash

Capital Secure

Capital Stable

Balanced

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

2.27

1-yr

4.37

3.14

5-yr

10-yr

5.13

1-yr

4.01

5-yr

10-yr

6.19

6.04

5.72

1-yr

3.08

5-yr

10-yr

1-yr

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

To earn an investment return of
1.95% per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of 2.8%
per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of 3.3%
per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of 4.4%
per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

Standard risk measure* is very low.

Standard risk measure* is very low.

Standard risk measure* is low to
medium.

Standard risk measure* is medium.

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

Cash

100%

Cash

36.0%

Cash

Fixed Income

35.2%

Fixed Income

34.6%

Fixed Income

26.6%

Real Assets

15.0%

Real Assets

15.0%

Real Assets

15.0%

Alternatives

1.3%

Alternatives

4.8%

Alternatives

Equities

28.1%

Equities

Equities

As at 30 June 2016
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9.01

7.93

6.49

12.5%

As at 30 June 2016

17.5%

As at 30 June 2016

Cash

5.0%

7.5%
45.9%

As at 30 June 2016

Note: Includes net earning rates to 31 December 2011, crediting rates to 31 December 2012, net investment returns thereafter. The Australian shares option for VicSuper FutureSaver and VicSuper
Pensions was launched on the 4 and 5 February 2013 respectively. 									
In May 2016, VicSuper increased its Fund level strategic asset allocation to the alternatives asset class to 15% (3% increase) and real assets (property, infrastructure, timberland, agriculture) to 18%
(3% increase). These increases were funded by a 6% reduction in the allocation to equities. These changes were effective 1 July 2016. Alternatives and real assets are classified as part growth
and part defensive so the increased allocation to alternatives and real assets will help us further diversify risk within our investment portfolio.		
*Information on the Standard Risk Measure is available on our website.										

INVESTMENT PERFORMANCE

Growth

Equity Growth

Equity Growth Sustainability

Australian Shares

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

10.11

9.54

9.62

5.79

6.13

5.69

4.32

2.01
-0.70

1-yr

5-yr

10-yr

1-yr

-1.47

5-yr

10-yr

1-yr

5-yr

10-yr

1-yr

N/A

N/A

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

To earn an investment return of 4.9%
per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of
5.15% per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of
5.15% per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

To earn an investment return of
5.15% per annum (after investment
expenses) above the rate of inflation
over rolling 10-year periods.

Standard risk measure* is medium to
high.

Standard risk measure* is high.

Standard risk measure* is high.

Standard risk measure* is very high.

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

STRATEGIC ASSET ALLOCATION
%

Cash

1.0%

Fixed Income

14.5%

Real Assets

15.0%

Alternatives

12.0%

Equities

57.5%

As at 30 June 2016

Alternatives

11.9%

Alternatives

11.9%

Equities

88.1%

Equities

88.1%

As at 30 June 2016

As at 30 June 2016

Equities

100%

As at 30 June 2016
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A Message from our Chair

As VicSuper’s Chair, I’m happy to report that we’ve
continued to grow the Fund in a very challenging
competitive environment. During the year the Board also
worked closely with VicSuper’s management to oversee
the delivery of competitive long-term investment returns
for members in challenging and low yielding investment
conditions.
The Board believes that VicSuper’s current strategic plan
positions the Fund for future success. It harnesses the
opportunities associated with product innovation, digital
and technology and improving the member experience.
VicSuper’s strategy also helps to ensure that the Fund is
well prepared for the many external challenges ahead.
These include the ongoing uncertainty of regulatory
reform, increased volatility and low yielding investment
markets, Australia’s aging demographic and the systemic
inequality of the superannuation gender gap.

Bruce C Hartnett AM
VicSuper Chair
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I would like to take this opportunity to personally thank
Stan Odachowski for his contribution to the VicSuper
Board. Stan, who retired from the Board in early 2016,
worked to deliver outcomes for our members and default
employers. He also provided invaluable oversight in his
role as Chair of the Audit, Compliance & Risk Management
Committee. I know that I speak on behalf of the whole
Board, in thanking him and wishing him all the best for
the future.

I’d also like to welcome two new members to the Board.
In July 2015, we welcomed Antoinette Masiero who brings
extensive experience and expertise in education,
information technology, business analysis, accounting
and auditing. In March 2016 we welcomed Merran Kelsall.
As the new Chair of VicSuper’s Audit, Compliance & Risk
Management Committee she brings with her extensive
Board experience, expertise in finance, audit, risk,
compliance.
Finally, I would like to thank our CEO, Michael Dundon for
his ongoing commitment and leadership. His outstanding
achievements were recently recognised by his industry
peers when he received the Fund Executive for 2016
award (Fund Executives Association Limited). The Board
believes that Michael brings a strong strategic vision to the
management and direction of VicSuper. His leadership
has enabled the Fund to become increasingly innovative,
with VicSuper now considered amongst best practice
in Australia in many areas - retirement incomes and
technology to name a few. He also brings out the
strengths of the entire VicSuper team by inspiring them to
play their part in VicSuper’s success. But most importantly,
Michael puts the member at the centre of everything
VicSuper does. His stewardship demonstrates that super
funds can grow successfully whilst also delivering an
authentic and genuine member experience.

A Message from our CEO

Welcome to the VicSuper Annual Report for 2016. The aim
of our report is to provide you with clear and up-to-date
information – on what we’ve achieved, on our strategy and
how it’s working for the benefit of our many stakeholders,
and on what we plan to do next.
This past year has been challenging for investors. Global
economic change and social unrest have created market
volatility. This volatility, as well as a lower return
environment, is likely to continue for some time. On a more
positive note, we were pleased the Paris Climate Change
Agreement negotiations were successful, as this gives
investors more clarity on how economies are likely to
evolve over the coming decades.
Despite these market challenges, I’m happy to report most
of VicSuper’s investment options achieved above-median
returns for the year, with our default Growth (MySuper)
option also achieving above-median returns over the
medium to longer term1. We’re confident in our investment
strategy, and believe our portfolio is positioned to generate
returns for members over the long-term.
Looking ahead, we’re aiming to grow our fund to $30
billion by 2020. It’s an ambitious target. This past year,
volatility in investment markets and reduced voluntary
contributions from members due to regulatory uncertainty,
did present some challenges for the Fund. But I’m happy
to report that the Fund still experienced moderate growth
over the year.
Regulatory uncertainty is also creating challenges for our
industry. In their 2016 Budget, the Federal Government
proposed several changes to super. Given the controversy
surrounding some of the proposed changes as well as the
current make-up of the Senate, we expect some of these
will be passed but others will remain uncertain for some
time. Overall, we firmly advocate for a system that is fair,
1

equitable and sustainable over the longer term. We would
also like to see long-term stability across superannuation
policy so that members have greater certainty around
retirement planning.
This year we’ve introduced several milestone member
engagement projects. Our new “GetSuperActive” strategy
is a highlight – coaching members on the small steps they
can take now to make a big difference to their savings in
the long run. We’ve also started providing many members
with balance and income projections on their regular
statements, to help them connect with how their savings
are growing, and how much income they could have in
retirement.
These projects are important to us, because they’re vitally
important to our members. And they simply wouldn’t be
possible without the great work of our VicSuper team.
I’m really proud that we are starting to be externally
recognised for our hard work and innovation. During the
year we received an industry award for our innovative
Guaranteed Income products* (launched in 2015). We
were also recognised as industry leaders for our Super
Woman Money financial literacy program and our
corporate responsibility agenda.

Michael Dundon
VicSuper CEO

Finally, I’d like to personally thank Michael Seton, Executive
Manager Products, Projects & Financial Planning and
Oscar Fabian, Chief Investment Officer, for the hard
work and dedication they have contributed to the Fund.
I’m sure I speak on behalf of the Board and the VicSuper
team when I wish them both well in retirement. I’d also
like to welcome Joshua Parisotto, who joined VicSuper
as our new Executive Manager Distribution in September
2016. We’re all looking forward to working with Joshua
on innovative strategies to help us grow our business and
deliver positive outcomes for our members.

SuperRatings, Funds Crediting Survey Report 2016

* Refer to disclaimer on inside front cover of this report
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Our external environment
VicSuper doesn’t exist in isolation – we’re very much a
part of the world around us. Every day, external forces and
trends influence the way we do business. It’s up to us to
adapt to the environment we’re operating in on a day-today basis, and at the same time keep an eye on the trends
that will shape our business well into the future. In fact, our
success depends on it.
Here, we look at some of the key external challenges
affecting Australians and their super today, and how we’re
responding as a business, to ensure our members remain
well placed to achieve financial security and peace of mind
in retirement.

Ready for regulatory change
Superannuation is a highly regulated industry – and for
good reason. Regulations work to ensure our national
superannuation system is competitive, cost effective,
sustainable and fair for all Australians. From time to time,
federal governments will implement changes and new
regulations in order to make sure it stays that way. And it’s
up to us to adapt accordingly.
The impact of regulatory change is felt not only across the
industry and by VicSuper directly, but also by our
employers, and most importantly, by our members.
As a business, we’re well placed to respond to the
changing regulatory environment. Our in-house team
of experts monitor the debate on proposed changes,
actively keeping the broader business and the Board
up to date on how it evolves. Once changes are passed by
Parliament, we shift gear. We work hard to ensure that our
employers understand any changes to their obligations,
and we help our members to understand how the changes
will impact their super – from how they make their
contributions, right through to how
they access their super savings.
The Federal Government has long flagged that the current
Age Pension system and superannuation policy needs to
be reviewed to ensure they’re sustainable over the

10

long-term. And with this in mind, they’ve already raised
the age at which the pension can be accessed to 67 (from
2023 onwards), and have signalled that their capacity
to support retirees through the Age Pension will decline
over time. Meanwhile, in early 2016, further to a
recommendation arising out of the Murray Inquiry, the
Government committed to enshrining the objective of
super – to provide income in retirement to substitute or
supplement the Age Pension – into legislation.
Getting that balance right, between the access to
the Age Pension safety net and a fair and equitable
superannuation system will continue to be a challenge
for the Government. But it’s imperative if we want
Australians to have a financially secure retirement.
With the May 2016 Federal Budget came a new set of
proposed changes to the superannuation system. Many
are yet to be passed through Parliament, so at present,
it’s unclear which of the changes will actually come
into effect.
Here at VicSuper we continue to support a fair and
equitable super system that provides long-term stability
for the sector, as well as certainty for our members. We’ll
continue to monitor the debate around any proposed
changes very closely, and once there is more certainty,
we’ll be ready to clearly explain the impact to our
employers and members.
In the meantime, we believe the super system has
generated great value for the Australian population,
and we’re confident that it will continue to improve
the lives of everyday Australians in retirement well
into the future.

OUR EXTERNAL ENVIRONMENT

Global volatility
The world is currently experiencing a period of volatility
– both socially and economically. Financial markets are
intrinsically linked to the physical markets in which they
operate, and so it’s no surprise that global economic,
political and social events have an impact on these
markets. Ultimately, the effects of this volatility may
also be felt by the companies we invest in.
In recent years, political and economic instability has
increased amidst social upheaval in both developed and
developing economies. The social volatility that we’re
seeing is often linked to growing inequality, increasing
debt and inadequate government support for those who
can’t keep up with the changes brought on by a globalised
world. While many countries are experiencing these issues
at a domestic level, dissatisfaction with governments is
becoming increasingly common across the globe.
The outcome of ‘Brexit’ in the UK is a case in point.
Britain’s vote to leave the European Union was a clear
signal that a very large proportion of British people
are simply not seeing the benefits of the new global
economy. Australia’s own recent election result and
the pre-selection campaign in the United States, also
reflects a broader dissatisfaction with the status quo
and a need for things to change.
This global volatility has implications for Australian
superannuation funds because we invest in overseas
markets. These effects are reflected in investment
performance, volatility and returns for members. It also
has implications for the overall operating conditions for
our business itself.
VicSuper keeps abreast of any major changes that are
likely to impact our investment returns. And we maintain
a steadfast underlying investment philosophy and
investment strategy. Indeed, our key objective continues
to be to optimise long-term retirement savings and
income for our members.
For more information on economic market conditions
over the past year, and the future outlook, please refer
to the Investments section of this report on page 24.
VicSuper Annual Report 2016
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OUR EXTERNAL ENVIRONMENT

Adapting to Australia’s
changing demographic
By now, it’s a reality that most of us are well aware of –
Australia’s population is aging. And the ramifications of
this for super and retirement are significant. So what’s
happening?
Essentially, as a population on average, we’re having fewer
children and we’re also living longer. This will directly
change the way our population looks in the future. By
2050, it’s predicted that the proportion of our population
over 65 years of age will almost double to around 25%2.
But it’s not until we start to look at the proportion of
retired Australians against the proportion of Australians
still in the workforce, that the real challenge becomes
apparent. Indeed, over the next few decades, the number
of people actively working is actually expected to fall. So
that’s a fall in the number of working Australians, paying
their income taxes, which helps to fund government
support mechanisms such as the Age Pension.
So while today there are around five people working to
support every retired person, this figure is predicted to
halve by 2050, with only 2.5 people working to support
each retiree3. And this has implications for both super
funds and retirees.
On current estimates, the vast majority of Australians
simply won’t have enough super when they retire, and
will therefore need to rely on the government pension
to some degree4. The Federal Government’s recent
Treasury Retirement Income Streams Review5 identified
the need for our industry to develop products that
help retirees generate incomes from different streams
and sources.

As one of Australia’s leading providers of superannuation
and retirement products, it’s our role to help our
members either substitute or supplement the Age
Pension so they have peace of mind and financial
security in retirement. And whilst many of our members
nearing retirement have higher than average super
balances6, we know that many others will need to use a
number of different strategies to generate an adequate
retirement income.
The good news is that VicSuper’s innovative product
strategy is leading the way when it comes to creating new
pathways for Australians to achieve financial security in
retirement. Using an ‘income layering’ approach, we’ve
already begun to offer our members a suite of retirement
income solutions designed to help them build their
savings, and at the same time reduce the very real risk of
running out of money.
We believe that our strategy, which combines our award
winning Guaranteed Income products*, our Flexible
Income product, and our financial planning services, very
much sets us apart from other super funds. And ultimately,
it will provide our members with greater peace of mind
and income security when they retire – which is what we’re
all about.
You’ll find more information on our retirement income
products on page 44 of this report, and on our website.

2 Australia in the Asia Century, Cmth Government, cited in AIST, p10
3 http://demographics.treasury.gov.au/
4 Super Reality Check, AIST, 2015
5 Retirement Incomes Stream Review, May 2016, Commonwealth of Australia
6	Comparing VicSuper members aged 60-64 to the Australian average in the
same age group.
* Refer to disclaimer on inside front cover of this report.
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OUR EXTERNAL ENVIRONMENT

Tackling the superannuation gender gap
Financial disadvantage for women in retirement is one
of Australia’s largest socio-economic issues. It is universal
and far reaching. But while it’s not commonly discussed
at the dinner table, the impact of this disadvantage is felt
by many Australian women and the families that surround
them.
The average super balance of women is 44% lower than
for men7 and the average balance of women nearing
retirement (taken to be 60-64 years) is less than half that
of men8.
So what’s the problem? Why are we seeing this inequity?
Over the course of their lives, women generally earn less
money than men, take primary responsibility for unpaid
caregiving and household jobs, and have fragmented work
histories. The primary contributor to this disparity is the
gender pay gap. It has remained relatively unchanged for
the past two decades and currently sits at 18%9.
Not surprisingly, women’s reduced earnings over the
course of their working lives are reflected in their
superannuation balances. Even those women who haven’t
taken career breaks to care for family still end up with
around 9% less super than the average male at retirement,
due to the gender pay gap10.
And the net result? Many Australian women don’t have the
capacity to be financial independent in retirement. They
have no choice but to rely on their partner, family or the
Age Pension for financial support later in life.

At VicSuper, we’re well aware of the industry statistics
surrounding women and financial disadvantage. We’re
exposed to this information on a daily basis. But it’s not
until you sit in front of the women themselves and discuss
real challenges that you fully understand what’s at play.
Around 65% of our members are women. And while their
careers and backgrounds are diverse, many of our women
members face the same challenge when it comes to
money. This challenge is about independence. It’s also
about choice. But at the heart of the matter – and at the
heart of the solution – it’s about having the confidence to
take control of their future. And we’re proud to be helping
with that.
Through the implementation of our Advocating for
Positive Change program, we participated in the Federal
Government’s Senate Inquiry into Economic Security for
Women in Retirement 11. In our formal submission and
face-to-face engagement activities we advocated for
structural changes to the super system which help to drive
positive outcomes for women. We also highlighted the
important role that education and financial literacy play in
changing outcomes for women over the longer term.
We firmly believe that knowledge, confidence and choice
will help women take control of their financial future.
That’s why we developed our Super Woman Money
Program. Find out more about our award winning
program – head to page 42 in this report,
or visit www.superwomanmoney.com.au

7 ASFA, Super account balances by gender and age, Dec 2015
8 ASFA, Super account balances by gender and age, Dec 2015
9 WGEA, Women’s economic security in retirement, 2015
10 http://www.tai.org.au/content/whats-choice-got-do-it-0
11	http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/
Economics/Economic_security_for_women_in_retirement/Report
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Our vision and strategy
We’re focused on our members

How we make it happen

Here at VicSuper, super is what we do and we do it well.
And everything we do is geared to our members. We want
to show our members how easy it is to take small steps
when it comes to their super – and how those steps can
make a big difference in the long run.

Of course, none of this happens by itself. Our entire
business strategy works to help our members prepare
for their retirement – no matter where they are on their
life journey.

It’s because of our members that we’re a profit-tomember fund. We don’t carve out commissions for
advisers, nor do we give our profits to shareholders.
Instead – it all goes back into building and growing a
better Fund for our members.
We’re proud that VicSuper is open to everyone. Any
Australian can become a VicSuper member. Our members
have access to our purpose-built range of superannuation
products to invest and grow their retirement savings over
time while they are working. We also provide a selection
of income generating products for our retired members.
Being a VicSuper member also brings with it a range of
other features – like access to superannuation advice and
education, and access to insurance to provide financial
security and peace mind.
And all along the way, we’re there to support our
members as they take those small steps, one step at a
time. More information on our products can be found on
our website.

Our strategic plan spans five years, and guides how we
grow and get better at what we do. It also helps us to
analyse and respond to the external challenges we face.
We also have annual business plans in place to guide the
delivery of initiatives and projects that support this overall
strategy from year to year. Our strategy and business
plans are developed and agreed by our management
team and Board.
Our current strategy is focused on engaging with
our members to improve their overall experience
and satisfaction, differentiating ourselves from our
competitors, developing new product choices and
expanding our distribution channels.
In the coming years we plan to further grow and diversify
our membership base. We’re always looking to further
improve the experience our members have with us, and
open up access to the information our members need –
making it even easier to deal with us. As part of this, we’re
bringing digital communications and technology solutions
to the forefront of everything we do.
We’re also focused on developing our people – because
we need to have the capacity within the business itself to
actually deliver these results. We want our people to be
the leaders of tomorrow, so that they can help us to
innovate and grow well into the future.
And we always have an eye on the future. Our strategy is
focused on growing the Fund so that we can realise the
benefits that scale brings – like being more efficient at
what we do, reducing our costs, providing better products
and services and increasing the resilience of our business.
In the long run, it all benefits our members.
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Our vision and strategy
OUR VISION AND STRATEGY

Growth and scale

To improve our members
retirement adequacy outcomes,
grow the Fund and to realise
the benefits that scale brings

Investments

Purpose
To help people prepare for and meet
their income needs in later life by
making sense of their superannuation

Goal
To be the preferred superannuation
fund for Victorians

To meet our long-term objectives
while delivering consistently
competitive investment returns
for our members

Products and services
To offer a range of products
and services that enable
members to optimise their
retirement outcomes

Values
Passion - Integrity - Innovation
Responsibility - Community

Brand and reputation

To build a strong brand that
creates advocates, differentiates
us from our competitors, and
supports our growth agenda

People, processes
and systems

To maintain a sustainable and
responsive operating model
that is focused on and driven
by the needs of our members

VicSuper Annual Report 2016 15

VicSuper’s strategic priorities, performance and objectives
Strategic Priorities

2015-16 Objectives

Growth and scale

• Attract new members and employers to the Fund and keep our eye out for
merger and acquisition opportunities

To improve our members’
retirement adequacy
outcomes, grow the Fund and
to realise the benefits that
scale brings

Investments
To meet our long-term
objectives while delivering
consistently competitive
investment returns for our
members

Products and services
To offer a range of products
and services that enable
members to optimise their
retirement outcomes

Brand and reputation
To build a strong brand
that creates advocates,
differentiates us from our
competitors, and supports our
growth agenda

People, systems
and processes
To maintain a sustainable and
responsive operating model
that is focused on
and driven by the needs
of our members

• Work with our business partners to identify new growth opportunities

• Continue to review our investment strategy with a particular focus on
diversifying risk
• Progressively evolve our investment model and build our investment team
to support our growth objectives
• Simplify how we communicate with our members on investments and our
performance
• Explore ways to improve the experience our members have with us
• Deliver innovative and personalised digital communication to our members
• Develop more retirement income products so that our members can tailor
their approach

• Drive organic growth by strengthening employer relationships,
enhanced workplace marketing, member education, advice and
engagement initiatives
• Build and maintain strong relationships with stakeholders
that will help us to grow the Fund
• Deliver consistent long-term investment returns to members
• Progressively evolve our investment model and build our
investment team capacity as we grow
• Monitor and evaluate the alignment and suitability of investment
options with member needs
• Strive to develop tailored products and services that contribute
to financial security and wellbeing in retirement
• Deliver personalised services to members that can be accessed
when and how they need them
• Launch a new socially and environmentally responsible
investment option

• Refine and deliver our value proposition for members, employers and
employees through a great employer and member experience

• Build internal capacity to equip our entire team deliver on
our brand promise

• Deliver our Strategic Marketing Plan

• Increase our profile and contribution in regional communities

• Build our analysis and customer relationship management capabilities
• Build our Corporate Responsibility Roadmap

• Maintain a robust corporate responsibility agenda
• Deliver products and services that our members will recommend
to their family and friends

• Update our Sustainability Charter (which was replaced by our new
Corporate Responsibility Commitments)

• Continue to enhance our key member experience

• Deliver our new information management and IT security framework

• Continue to meet our regulatory requirements and our
voluntary signatory obligations

• Start using our new administration platform to provide new and improved
services to our members and employers
• Use technology to better connect our members with their money
• Continue to meet our regulatory requirements
• Work with our people to develop a high performance workplace culture
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Progress 2016-17 Objectives

• Maintain a robust information and data management security
framework
• Integrate and use digital technology to better connect our
members with their money
• Develop a high performance workplace culture that lives
by our values

Achieved

Underway

Not achieved

Corporate responsibility
Thinking more broadly about how we run our business,
and how we interact with the world around us, is nothing
new for VicSuper. We’ve long been focused on our
environmental, social and economic impacts and
operating our business in a sustainable way.
We think this is part of being a good corporate citizen. We
also believe it’s integral to being a progressive, responsible
and future-focused business. We’re committed to playing
an important role in ensuring our members can enjoy
retirement in a world that they want to live in. More
importantly, we know our members expect this of us.
In June 2016, we launched our new Corporate
Responsibility Commitments. Endorsed by VicSuper’s
Board, CEO and Executive team, the whole business will
work together to ensure these new commitments are
implemented effectively. These new commitments reflect
who we are today, and they replace VicSuper’s former
Sustainability Charter.

VicSuper’s Corporate Responsibility Commitments
Maintaining strong governance that goes beyond our legal obligations to also include our voluntary signatory
commitments. We are committed to proactively managing our business risks and promoting ethical behaviour within
our business. This helps maintain trust in our brand and ensures we keep acting in our members’ best interests.
Investing our members’ retirement savings responsibly so we generate long-term value and work to provide our
members with peace of mind and financial security in retirement. To protect this long-term value we also integrate
environmental, social and governance factors into our investment decisions and engage with the companies we
invest in to influence positive change in corporate behaviour.
Helping our members make good financial choices by engaging them throughout their financial journey with us. We
do this by providing easy-to-understand customised education, tools and financial advice. When and where our
members want it. We also provide our members’ families and the broader community with access to financial
education as we know knowledge is an important part of building financial health and community wellbeing.
Developing a workplace culture that lives by our values and fosters great leadership. We want our people to be
engaged, accountable, and focused so that they deliver the best possible experience for our members and our
employers. We’re also committed to ensuring our people have access to the skills building and development
opportunities they need to advance their careers.
Being innovative, efficient and productive in the way we operate so that we grow and build resilience into our
business. This helps us deliver value-for-money products and services that are tailored to our members’ needs. Being
efficient also helps us to reduce our environmental footprint.
Treating our business partners fairly and ethically by building strategic partnerships that benefit both parties and by
striving to work with organisations that share our values.
Playing an active role in research and thought leadership so we share our knowledge and learn from others. This
includes actively collaborating with our industry on positive regulatory, economic, social and environmental change
initiatives.

VicSuper Annual Report 2016
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How we generate
shared value
Members

Employers

People

Super Savings

Relationships

Talent

Products

We have almost
240,000 members
entrusting their
superannuation
savings to our Fund.
Our members rely on
us throughout their lives
to invest and grow their
savings on their behalf.

We endeavour to build
strong and lasting
relationships with the
22,000 employers who
actively contribute to
the Fund. We provide
guidance and support
to our employers so
that when they make
superannuation
contributions on behalf
of their employees
it is simple and easy.

Access to talented
and motivated people
is essential to delivering
our vision and goals.
We make sure we give
our team the knowledge,
skills and training they
need to provide our
members with a great
experience and also
grow their own careers.

We provide our members
with a range of value for
money products and
services suited to their
age and stage of life.
New and innovative
products and solutions
are always developed
with members’
needs top of mind.

Our strategy has been built to generate
long-term value. We like to think of this as
shared value: for us, our members, our
employers and other key stakeholders.
At its heart, our business exists to solve a
very important social issue. We are here to
provide our members with peace of mind
and financial security in retirement. Each
part of our business is connected to
delivering on this outcome. In our day-today activities we also interact with the
broader economy, society and the
environment.
Valuing our stakeholders
Our business is built on relationships, and
these relationships extend far and wide.
Each and every one of them is important
– whether it’s with the people who rely on
us to look after and grow their retirement
savings, the employers who place their
trust in us, or the communities in which
we operate. Our key stakeholders include:

business.

• Our members
• Our employers
• Members of the VicSuper team
• Investment managers, advisers
and consultants
• Service providers acting on our behalf
• Government, regulators and voluntary
organisations
• Industry associations
• The Victorian community
More information on how we interact with
our stakeholders is available on our website.
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HOW WE GENERATE SHARED VALUE

Members

Investment

We aim to deliver
consistent investment
returns for our members
and optimise their
long-term retirement
income. Increased funds
under management and
strong investment
returns, builds the
resilience of the Fund
and creates opportunity.

Our operations

Advice

Reputation

We provide high-quality
superannuation advice
at no additional charge
to members in most
instances. In addition
we deliver a broad
range of education
initiatives and coach
our members to enable
them to make better
financial choices so they
get the best long-term
outcomes from their
super savings.

It’s our goal to be the
preferred superannuation
fund for Victorians.
Building reputation and
trust in our brand helps
attract new members,
employers and talented
people wanting to work
for us. Our brand
differentiates us from
our competitors and
supports the growth
of our Fund.

Income and
peace of mind

VicSuper is focused on
helping our members
meet their income
needs in later life so
they have financial
security and peace
of mind in retirement.
We want to ensure a
comfortable retirement
for as many of our
members as possible.

Economy

Environment
and society

Economic
contribution

Better future

We invest locally
and globally which
stimulates economic
growth. Providing our
members with an income
in retirement allows
them to spend money
in the economy. Our
community financial
education initiatives
also aim to help improve
community financial
wellbeing outcomes.

We care about the society
and environment our
members live in and want
to maintain it for future
generations. We take our
corporate responsibility
commitments seriously
and we advocate for
positive social and
environmental change.

Value generated
VicSuper Annual Report 2016
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Growing our Fund in a competitive environment
FUNDS UNDER MANAGEMENT
$Billion

15.3

16.4

13.3
9.2

2011/12

10.8

2012/13

2013/14

2014/15

2015/16

Australia’s super industry is evolving quickly. Super funds
are increasing their focus on competition for new
members and fund growth. Over the last decade, changes
in the regulatory environment and competitive pressures
have driven considerable consolidation across our market
place. As a result, there are now fewer super funds to
choose from.
We think the industry landscape will continue to evolve,
and we expect to see even more consolidation in the
coming years. For us here at VicSuper, this presents
opportunities as well as challenges. For example, we’ll
continue to grow the size and scale of our Fund in order to
remain competitive and relevant in this changing market
place. And that’s why we’ve set ourselves a strategic goal
of growing our fund to $30 billion in funds under
management (FUM) by 2020.
Over the past year, we grew the fund by $1.02 billion
to reach a total of $16.4 billion FUM. We’re pleased that
our Fund grew by 6.6% in a challenging economic
environment, but volatility in investment markets over the
past 12 months has resulted in growth that was lower than
our initial expectations. And so to maximise our chances
of achieving our growth targets, over the past year we got
our whole business involved in the delivery of our strategic
growth goals.
Traditionally, our investments, business development,
marketing and advice teams have always played a key
role in fulfilling our growth objectives in their day-to-day
roles – and that won’t change. This year, however, we
deployed our Activate program. It’s a program that
targets not just every team, but also every individual
VicSuper team member. Activate helps our entire team
better understand and identify their respective roles in
helping us achieve our goals for growth. You’ll find more
on the program on page 49 of this report.

We believe that having each and every team member
actively involved in reaching our growth target will help
us to give our members the benefits and services they
expect from us, now, and well into the future.
At the moment, our strategies to achieve growth focus
very much on growing the Fund ‘organically’ by attracting
new members and increasing FUM. But over the longterm, organic growth alone may not be enough. And so
with our strategic growth target in mind, inorganic growth
through mergers and alliances could also be an option for
our Fund in the future.

Growing with our members
Our overall membership numbers have remained relatively
stable across the year, with VicSuper currently managing
the savings of almost 240,000 members. Most of our
members are Victorian, and a large proportion work for
the Victorian Government or as teachers in Victorian
schools and TAFEs.
Like a lot of other funds, we’ve experienced slight
reductions in member numbers as a result of the
Government’s efforts to encourage members to
consolidate their super accounts. But we see this as
a short-term shift. We also note that our reduction in
our member numbers is comparatively lower than our
industry peers12.
As part of our growth strategy, we’ve set ourselves a
target of growing and diversifying our membership base
to 277,000 by 2020. A number of programs and initiatives
aimed at drawing new members to the Fund are already
under way, and we look forward to reporting on how these
have helped us to reach our goals in the near future.

12 SuperRatings Quarterly Statistics Snapshot, Member Growth as at
30 June 2016

20

GENERATING CONSISTENT INVESTMENT RETURNS

VicSuper’s membership base is aging in the same way
that the Australian population is aging. This means that
as time goes on, more of our members will move from
accumulating their super savings, into the retirement
phase where they will draw an income from the Fund.
Modelling of how our current membership base will age
over time is presented in the graph below.
This aging of our membership has two key impacts on
VicSuper. Firstly, outflow of money from the Fund will
increase as more of our members start to draw on their
retirement incomes. And secondly, more of our members
will need access to new and innovative products to help
them manage and make the most of their money in
retirement.
One way of building long-term resilience into the Fund
is by diversifying our membership base. In particular,
we want to make sure we attract and retain younger
members so we can balance out the financial outflows of
our retired members. Balancing the demographics across
the membership base is a challenge that most super funds
face. But we’re in the process of implementing a growth
strategy that will help us to address this challenge.

Our employers
VicSuper currently services over 22,000 employers who
pay contributions to us on behalf of their employees. The
Victorian Government and the education sector still make
up a large proportion of our employer base, but in much
the same way as we’re diversifying our membership, we’re
also diversifying our employer base. During the year we
continued to attract more employers from the private
sector and small to medium Victorian businesses. This is
further helping us to deliver on our growth goals.

NUMBER OF VICSUPER MEMBERS
(Accounts)
253,828

2011/12

243,980

240,465

241,723

239,504

2012/13

2013/14

2014/15

2015/16

AGE DEMOGRAPHICS OF VICSUPER MEMBERS
(2013–18)
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Managing our finances
Despite the challenging economic environment our
Fund continued to grow. Volatility in investment markets
resulted in financial growth that was lower than our initial
expectations. Member super contributions were also lower
than expected as members held back from making
voluntary contributions as a result of the Government’s
proposed regulatory changes.
Whilst both member super contributions and investment
revenue was lower than planned for, we prudently
managed our expenses to maintain a positive cash-flow.
Both operating costs and capital expenditure were also
within our set budget.
We’re happy to report that overall net assets increased
by 6.7% for the year. Our administration expense ratio was
slightly higher at 0.33% compared with 0.32% the previous
year. This was primarily due to the lower than forecast
increase in net assets.

Tax

Superannuation surcharge

The Federal Government’s 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 this Act, 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%.

Although this surcharge has been abolished, VicSuper
may still receive surcharge assessment notices from the
Australian Tax Office (ATO) relating to a period where the
surcharge applied.

Balance of the reserve account as at 30 June 2016
Balance of the reserve account
As at 30 June

2016

Operational Risk Reserve
Our operational risk reserve was 0.25% of our net
assets at 30 June 2016. This reserve meets our legislative
requirement and aims to cover operational risks. We
met this requirement, firstly by charging members an
additional fee of 0.05% per annum over the past three
financial years, and secondly by transferring funds from
the general reserve ($11.0 m in 2013/14 and $5.9m in
2015/16).

2015

Opening
balance $m

Transfer to
the Reserve
including
earnings on
Reserve $m

Transfer (to)
ORR from
the General
Reserve $m

Closing
balance $m

% of closing
Net Assets

General Reserve (includes $250,000
Admin. Reserve)

46.9

18.0

(5.9)

59.0

0.36%

Operational Risk Reserve (ORR)

24.4

10.2

5.9

40.5

0.25%

Total

71.3

28.2

0.0

99.5

0.61%

General Reserve (includes $250,000
Admin. Reserve)

27.9

19.0

46.9

0.31%

Operational Risk Reserve (ORR)
2014

16.8

7.6

24.4

0.16%

Total

44.7

26.6

-

71.3

0.47%

General Reserve (includes $250,000
Admin. Reserve)

27.6

11.3

(11.0)

27.9

0.21%

-

5.8

11.0

16.8

0.13%

27.6

17.1

-

44.7

0.34%

General Reserve Account

Operational Risk Reserve (ORR)

The Fund maintains a General Reserve Account. The
General Reserve is invested in the Cash Option, as advised
by the Chief Investment Officer, and in accordance with
VicSuper’s policy on the management of reserve accounts.

Total

22

If we receive a notice in relation to a member’s account,
the amount assessed will be deducted from the member’s
balance and paid to the ATO.

MANAGING OUR FINANCES

Summary statement of financial position as at 30 June 2016

Summary operating statement for the financial year ended 30 June 2016

2015
(audited)
$’000

2016
(audited)
$’000

Investments

15,399,549

16,390,387

Cash assets

88,077

34,025

Assets

Other assets
Total assets

129,892

163,043

15,617,518

16,587,455

232,250

208,844

Gross investment income
Less Direct Investment expenses

55,900

Total revenue

3,291,533

2,214,050

Less expenses

167,319

Administration expenses

376,163

Term insurance

Equals net assets available to pay benefits

15,203,111

16,211,292

Income tax

Represented by liability for accrued benefits

15,203,111

16,211,292

Total expenses

Less Benefit payments
Closing balance

Equals benefits accrued as a result of operations
13,073,622

15,203,111

Transfer (to)/from reserve accounts

2,945,478

1,907,499

Benefits accrued after transfer (to)/from reserve accounts

(842,609)

(927,521)

26,620

28,203

15,203,111

16,211,292

(34,848)
1,828,398

182,157

Movement in liability for accrued benefits

(32,005)
40,993

414,407

Transfer to/(from) reserve accounts

364,600

1,846,865

Total liabilities

Increase in accrued benefits

1,435,680

Other revenue

Contributions and transfers from other funds

Other liabilities

Opening balance

2016
(audited)
$’000

Revenue

Less liabilities
Income tax liabilities

2015
(audited)
$’000

49,135

53,428

100,568

100,597

169,732

124,323

319,435

278,348

2,972,098

1,935,702

(26,620)
2,945,478

(28,203)
1,907,499

VicSuper Fund’s financial statements and auditor’s report will be made available to
members and beneficiaries on our website in October 2016.

Movement in reserve accounts
Opening balance

44,738

71,358

Transfer to/(from) reserve accounts

26,620

28,203

71,358

99,561

Closing balance
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Generating consistent investment returns
The markets this year
Volatility and uncertainty are constant features of
investment markets, and this was certainly demonstrated
through the last financial year. With the exception of
Emerging Markets, returns from shares were fairly flat for
the 12 months to 30 June 2016, even though month-tomonth performance was up and down. The Australian
share market was a good example of this overall trend,
declining in the first half of the year, and then recovering
in the second half to finish at almost the same level as it
started.
Market losses in August and September 2015 were
significant. Chinese share markets led other global share
markets down, along with commodity markets (oil,
copper) and Asian currencies. This instability continued
until January 2016, when oil prices reached 20-year lows.
After January, markets rose steadily, right up until the
‘Brexit’ vote was held in the United Kingdom on 23 June.
The expectation had of course been that the vote would
fail, and Britain would remain in the European Union. The
vote to leave, therefore, came as a significant surprise and
financial markets were caught off guard and then
overreacted. This sparked considerable sell-offs in share
markets, gains in bond markets (despite negative interest
rates across much of Europe), and substantial currency
market fluctuations. But while the losses over a two-day
period were significant, by the end of June, most markets
were trading at similar levels or higher than they had been
prior to the Brexit vote.
Meanwhile, the volatility of share markets in China
provided a good indication that it remains at the forefront
of investors’ minds globally. A slowdown in world GDP
growth, and excess production capacity in China,
contributed to a collapse in global commodity prices.
This commodity price collapse, combined with losses
in China’s currency, has meant that negative sentiment
towards the health of the Chinese economy prevails.
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It’s further fuelled by China’s long-term reform agenda and
plans to transform from a manufacturing-based economy
to a service economy driven by consumer demand.
The slowdown in Chinese commodity demand and the
collapse in the price of commodities could potentially have
a negative impact on Australia’s economy. So far, however,
we’ve remained buoyed by a weaker currency relative to
key international markets, which has fuelled an increase in
Australia’s exports and a rebound in manufacturing.
Looking ahead
Forecasting what markets will do over any period is
difficult, but broadly speaking we expect the global
economy will grow moderately by around 2.0%-2.5% over
the next year. This rate of growth is in line with growth in
recent years, but below long-term averages.
In Europe and the UK, the Brexit vote is likely to lead to
lower GDP growth forecasts. And throughout Asia, we’re
likely to see the pace of growth slow as growth in China
moderates. The US however, is expected to grow slightly.
As for interest rates both in Australia and around the
world, we’re expecting to see a ‘lower for longer’ scenario
– with central banks trying to stimulate economic activity
by keeping interest rates down. The US has already
delayed raising interest rates, and it’s reasonable to expect
the European, Japanese and UK central banks will also
maintain a policy of low interest rates coupled with bond
repurchases and currency market intervention. Australian
interest rates have recently been lowered again, and are
well below the desired range of 2-3%.
Over the next 2-3 years we expect that market returns will
be lower than those generated over the past three to four
years, particularly in traditional asset classes such as
bonds, and to a lesser extent equities. This means
members should expect lower and most likely single-digit
returns, rather than the low to mid-teen returns we’ve seen
in the investment options which feature higher proportions
of growth assets over the past three to four years.

Maintaining our long-term view
VicSuper does not expect to make any significant changes
to our investment options at the asset class level as a
result of these recent market events. This is in line with our
long-term investment philosophy, and our desire to act in
the best long-term interest of members.
We’re confident in the asset allocation of the VicSuper
investment options and their exposure to growth assets
such as equities. We believe that equities remain more
attractive than bonds and that they’ll continue to deliver
returns for our members in the long term, despite this
current environment of lower growth and lower returns.
Against this backdrop of low inflation and ongoing
uncertainty, we believe that assets with a positive yield
such as real estate, infrastructure and higher dividend
equities, will continue to be in demand. VicSuper’s
strategic asset allocation – that is, the way our portfolios
are positioned for the next 5-7 years, will be updated
slightly to reflect this sentiment. A slight reduction in
growth assets will be offset by an increased allocation to
alternative investments (including hedge funds, private
equity and private debt) and real estate (in particular
global real estate).
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Investment performance
Over the year to 30 June 2016, the VicSuper investment
options that are more heavily invested in ‘defensive’
assets (fixed income, real assets and cash) outperformed
those invested in ‘growth’ assets (such as equities).
During the year, we saw positive returns from property,
infrastructure, alternative investments and fixed income.
Equities were the most impacted by volatile markets
early in the year. But with the exception of emerging
market equities, the market recovered to achieve
positive results in the June 2016 quarter.
This combination of factors highlights the benefit of having
a diversified portfolio, and aside from the Australian
Shares, Cash and Term Deposit options, all of VicSuper’s
investment options feature a level of diversification.
Despite the volatility in the market, nearly all of our
investment options delivered positive returns for the year.
Almost 85% of our members still in the workforce and
contributing to their super, are invested in VicSuper’s
default Growth (MySuper) investment option. When
compared with industry performance, this option achieved
top quartile returns over three years and five years, and
just below first quartile returns over seven years13.
However, because of low-growth conditions in the market
over the last year, this option has slightly underperformed
against its long-term, 10-year investment objective.
Capital Stable, the most common investment option for
our members who are retired or about to retire, achieved
top quartile returns over three years, and above median
returns over five and 10 years – thereby also meeting its
long-term investment objective. The Balanced option,
which is the second most common option amongst these
members, also achieved above median returns over all
time periods (three, five and 10 years). Although it slightly
underperformed against its long-term, ten year
investment objective as a result of the low-growth
conditions that we’ve seen in markets over the last year.

Investment option performance (% per annum) to 30 June 2016
FutureSaver Investment Options

Cash

1-year
annual
return

5-year
annual
return

10-year
annual
return

10-year
investment
objective*

Performance
against
objective

1.93

2.63

3.69

3.62

0.07

Term Deposit

N/A

N/A

N/A

N/A

N/A

Capital Secure

4.40

5.74

4.96

4.37

0.59

Capital Stable

3.67

7.14

5.29

4.87

0.42

Balanced

2.91

8.09

5.43

5.87

-0.44

Growth (MySuper)

1.87

8.56

5.10

6.37

-1.27

Equity Growth

-0.59

9.20

5.12

6.62

-1.50

Equity Growth Sustainability

-0.91

8.85

5.59

6.62

-1.03

Australian Shares

2.80

N/A**

N/A**

N/A**

N/A**

1-year
annual
return

5-year
annual
return

10-year
annual
return

10-year
investment
objective*

Performance
against
objective

Cash

2.27

3.14

4.37

4.32

0.05

Term Deposit

N/A

N/A

N/A

N/A

N/A

Capital Secure

5.13

6.49

5.72

5.17

0.55

Capital Stable

4.01

7.93

6.04

5.67

0.37

Balanced

3.08

9.01

6.19

6.77

-0.58

2.01

9.54

5.79

7.27

-1.48

-0.70

10.11

5.69

7.52

-1.83

Equity Growth Sustainability

-1.47

9.62

6.13

7.52

-1.39

Australian Shares

4.32

N/A**

N/A**

N/A**

N/A**

Flexible Income Investment Options

Growth
Equity Growth

* Based on an inflation rate of 2.37% per annum. 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.
** The Australian Shares option was launched in 2013 so we are not able to report 5 and 10-year investment returns or performance against an investment objective.
Please note that past performance is not a reliable indicator of future performance.

13 SuperRatings, Funds Crediting Survey Report 2016
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Investment governance and strategy
Two very important documents help to define and inform
how and why we invest the way we do at VicSuper – our
Investment Governance Framework, and our Investment
Policy Statement. Together, they capture our investment
beliefs, our objectives and our approach, and reflect the
regulatory and legislative fundamentals that underpin all
of our activities.
Our overarching investment beliefs and policy are
captured in our Investment Governance Framework. The
Framework also sets out the procedures, guidelines and
skills required to responsibly manage our members’
retirement savings. And importantly, it reflects the laws
and regulations that apply to our business, including the
Australian Prudential Regulation Authority’s (APRA)
prudential standards (SPS 530) and the Superannuation
Industry (Supervision) Act 1993, thereby helping us to
maintain our compliance requirements.
As our investment strategy evolves over time, we review
and update our Framework. This year, as part of their
rolling review schedule our Framework was also reviewed
by the industry regulator APRA.
Our Investment Policy Statement outlines our investment
beliefs and objectives. It’s supported by our investment
strategy, which governs how and where our members’
retirement savings are invested. The overall objective of
our investment strategy is to optimise long-term, riskadjusted returns for members. Detailed information on our
policy and investment strategy is available on our website.
Our investment strategy also outlines the strategic asset
allocation for each of the investment options that we offer
members. Each option invests in a different or mix of asset
classes, which means that each option has different levels
of investment risk and expected performance over time.

26

By offering multiple options, we provide members with
the opportunity to select an investment approach that
best meets their individual needs. Detailed information
on each of our investment options can be found on pages
4-7 of this report.
Strategic asset allocation
Within the overall parameters of our investment strategy,
we set a Fund-wide strategic asset allocation. This
allocation is reviewed each year and covers a three-year
time frame. It governs how the Fund’s investments are
distributed between the asset classes – equities, fixed
interest, real assets, cash and alternatives. You’ll find more
on each of these asset classes on our website.
In May 2016, the Trustee approved a 3% increase to the
alternatives asset class and a 3% increase to real assets
for the default Growth options. Alternatives include
investments such as private equity and hedge fund
strategies. Real assets include property, infrastructure,
timberland and agriculture. The increases to alternatives
and real assets will be funded by an equal reduction in
equities. Australian equities were reduced by 4%,
international equities by 1%, and emerging market
equities by 1%.
This increased allocation to alternatives and real assets
is designed to help us further diversify risk within our
investment portfolio (and thereby reduce the impact
of negative returns for our members). The changes are
effective from 1 July 2016.

FUND LEVEL STRATEGIC ASSET ALLOCATION
% at 30 June 2016

Equities

48.8%

Real Assets

13.5%

Fixed Interest

18.6%

Cash

9.8%

Alternatives

9.3%

FUND LEVEL STRATEGIC ASSET ALLOCATION
% at 1 July 2016

Equities

44.1%

Real Assets

15.8%

Fixed Interest

18.6%

Cash

9.8%

Alternatives

11.7%
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Dynamic asset allocation
The Trustee and Investment Committee have the ability to
implement dynamic tilts. A dynamic tilt allows us to shift
our investment position by plus or minus 15% relative to
the strategic asset allocation. This typically occurs if we
need to respond to a change in the economy or if an
attractive investment opportunity is identified.
Investment return objective
In collaboration with our investment advisers Frontier
Advisors, we recently reviewed our long-term investment
return objectives. No changes were made to investment
objectives in the 2016 review. Ensuring that our investment
objectives are realistic is a key element of preparing our
members for what lies ahead. It also gives our members
the information they need to plan for their retirement.
Net investment returns
In any given year net investment returns can be positive
or negative. These net investment returns depend on the
financial performance of a member’s investment options
over a given period of time. We calculate these returns
using a system known as unit pricing. You can find out
more about how unit pricing works and how our
investment options are performing on our website.

Fair value of investments
The table below outlines the change in the value of our
investments over the past two years (including market
movements and net contributions):
Asset class

Fair value of
investments at
30 June 2015
($m)

Fair value of
investments at
30 June 2016
($m)

Cash

1,750.24

1,443.11

Fixed Interest

2,227.69

2,351.69

Real Assets

1,448.83

1,755.70

Equities

9,455.74

9,729.00

517.05

1,110.89

15,399.55

16,390.39

Alternatives
Total
Use of derivatives

VicSuper uses derivatives to control the risk of movements
in listed asset classes. We use derivatives carefully and all
positions are fully backed by cash. Derivatives are not
used for speculation or to leverage the Fund.
Investments over 5% of Fund assets
As at 30 June 2016, none of VicSuper’s investments were
individually valued in excess of 5% of the total market
value of the assets of the VicSuper Fund. Also, there were
no individual investments held via individually-managed
mandates valued in excess of 5% of the total market value
of the assets of the VicSuper Fund.
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Major share holdings

Our investment managers

The following table is a list of our top 20 Australian and international listed equities, as at 30 June 2016.

VicSuper’s investments are managed by external
investment managers. Each investment manager is
selected for their unique skills and particular area of
expertise. Our managers are assessed on an ongoing basis
against relevant benchmarks, and their performance is
reported to VicSuper’s Investment Committee and Board
on a monthly basis.

Top 20 Australian equities

%*

Top 20 international equities

%*

Commonwealth Bank of Australia

7.2

Johnson & Johnson

1.3

Westpac Banking Corporation

6.8

Apple Inc

1.3

Microsoft Corp

1.2

National Australia Bank Ltd

Australia and New Zealand Banking Group Ltd

4.0

5.1

Nestle Sa

1.0

Telstra Corporation Ltd

3.4

JP Morgan Chase & Co

0.8

BHP Billiton Ltd

2.7

Roche Holding Par Ag

0.7

Wesfarmers Ltd

2.5

Exxon Mobil Corp

0.7

Macquarie Group Ltd Def

2.3

Novartis Ag

0.7

CSL Ltd

2.3

Facebook Class A Inc

0.7

Caltex Australia Ltd

1.5

Bank of America Corp

0.6

Westfield Corporation Units Corp

1.3

Citigroup Inc

0.6

Santos Ltd

1.1

General Electric

0.6

Lendlease Group Units

1.1

Pfizer Inc

0.6

Suncorp Group Ltd

1.0

Alphabet Inc Class C

0.6

Sydney Airport Units Ltd

1.0

Merck & Co Inc

0.6

Woolworths Ltd

1.0

Visa Inc Class A

0.6

Resmed Inc

1.0

Procter & Gamble

0.6

Amcor Ltd

1.0

AT&T Inc

0.6

Treasury Wine Estates Ltd

0.9

Gilead Sciences Inc

0.5

Scentre Group

0.9

Amazon Com Inc

0.5

*% of equities asset class
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During the year we hosted a roundtable discussion with
investment manager CEOs. The forum included a
discussion on economic outlooks, as well as explorations
of the challenges associated with moderate investment
growth, and the implications of the Paris Climate Change
Agreement.
Over the past year VicSuper appointed four new
investment managers:
• In July 2015, we appointed Vanguard Managed
Payout Fund in VicSuper’s alternatives asset class.
The fund seeks to provide total returns that can
support long-term, inflation-adjusted growth.
• In September 2015, we appointed Palisade
Investment Partners to manage an Australian midmarket infrastructure mandate within Real Assets.
The mandate focuses on generating long-term
sustainable returns by adopting a rigorous approach
to risk identification, mitigation and management.
• In November 2015, we appointed Wellington
Management Company to manage a Global Liquid
Alternatives portfolio within VicSuper’s Alternatives
asset class. In line with the objectives of the Alternatives
asset class, it seeks to: generate attractive returns,
diversify risk and smooth volatility, and preserve capital.
• In June 2016, we appointed Carnegie Asset
Management to manage part of VicSuper’s Equities
portfolio. The fund invests in large/mega cap stocks that
have high earnings growth. The strategy has a largemega company bias and is a clear differentiator to the
majority of global equity strategies which have a
mid-small company bias driving their returns.VicSuper’s
appointed investment managers
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Defensive assets

Growth assets
Australian listed equities

BlackRock Investment Management

Australian fixed interest

Vinva Investment Management

Members Equity Portfolio Management

AB Global Investment Management

Metrics Credit Partners

SG Hiscock

International fixed interest

Stone Harbor Investment Partners

Tribeca Investment Partners
Vanguard Investments

Cash

Blackrock Investment Management

Analytic Investors

Property

Vicinity Centres

Carnegie Asset Management*

Eureka Funds Management

Generation Investment Management

Investa Property Group
Stride Property Limited

State Street Global Advisors
Walter Scott & Partners

Global listed emerging market equities

Australian infrastructure

Hastings Funds Management

Global Thematic Partners

Industry Funds Management

Sanders Capital

Palisade Investment Partners*

Vanguard Investments

Global infrastructure

AB Global Investment Management

Agriculture

ROC Partners
Cleantech Australia Fund Management
Partnership
Industry Funds Management

Industry Funds Management
Colonial First State Asset Management

Martin Currie
Alternatives

Blackrock Investment Management
Payden and Rygel

Goldman Sachs Asset Management
International equities

BlackRock Investment Management

VicSuper Future Farming Landscapes Trust
VicSuper Future Farming Landscapes Land
Holdings Trust

Timber

Stafford International

* Newly appointed in 2015-16

Performance Equity Management
Emerald Cleantech
Generation Investment Management
Vanguard Investments*
Payden and Rygel
Wellington Management Company*
* Newly appointed in 2015-16
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Investing responsibly
We believe that generating long-term value for our
members, and providing them with peace of mind and
financial security in retirement, requires a fundamental
commitment to investing responsibly. What’s more, as a
long-term investor, we also have a vested interest in the
sustainability of the global economy. Ultimately, if our
members’ retirement savings are to prosper and grow, the
economy, society and the environment need to be healthy
and productive.
As part of our investment risk management strategy, we
integrate the consideration of environmental, social and
governance (ESG) factors when we select investment
managers and when choosing investments. You can find
out more about how we do this in our Investment Policy
Statement and ESG integration guide on our website.
We also believe investors have a powerful voice that can
be used to add long-term value and influence positive
change. We use our voice to engage with the companies
we invest in as we believe this not only helps to protect the
long-term value to our members’ retirement savings, but
also helps to drive positive environmental and social
outcomes across our investments.
During the year we undertook a great deal of work to
continuously improve how we manage the environmental
and social outcomes of our investment activities. We
engaged many of the companies we invest in on their
social and environmental performance and we
collaborated on industry initiatives that aim to generate
positive change. We established a CEO led Climate
Change Steering Committee and launched Phase II of our
Climate Change and Investments Strategy. We also
undertook extensive market research and member
engagement to design a new responsible investment
option. You can find out more about this product in the
innovation section of this report on page 45.

The importance of engagement
As a shareholder in thousands of Australian and global
organisations we take our ownership responsibilities
seriously. We actively engage with the companies we
invest in to influence improvements in their corporate
governance practices and how they generate social and
environmental outcomes.
While we made a decision to divest from the tobacco
industry a few years ago, our preference is to engage with
the companies we invest in to help them transition
towards more sustainable business models. This approach
takes more time and effort, but we firmly believe that
engagement drives real and tangible change on the issues
that are important to us and our members. As companies
get better at managing their risks, they’re better equipped
to tackle future challenges. We also believe they become
more valuable.
And so for these reasons we think it’s important for us to
invest in these companies and influence their change
journey. Because better preforming companies benefit our
members, the economy, society and the environment.
Along with our investment managers, VicSuper contracts
specialist engagement providers here in Australia and
overseas to assist us. During the year our specialists
engaged with 35% of companies in our equities portfolio
on a wide range of issues, including board structure and
diversity, climate change risk, labour and human rights,
environmental management and ethical business practice.
Already we’ve seen this engagement lead to positive
outcomes, some of which are highlighted here in this
report. If you’d like more detail, a list of our specialist
engagement providers and reports on engagement
outcomes are available on our website.

ESG ENGAGEMENT TOPICS
%

Environmental
Social/Ethical
Governance/Strategy/Risk

21.0%
60.0%

Voting at shareholder meetings
VicSuper also plays a part in influencing the responsible
governance of the listed companies voting at annual
general meetings. As a long term investor, voting forms
part of our ownership obligations. We delegate voting
activities to our investment managers, but retain the ability
to vote on behalf of members and on occasion we choose
to direct voting on particular issues. As an example, during
the year we proactively directed voting for a climate
change disclosure resolution put forward by investors
at the Exxon Mobil and Chevron 2016 AGMs.

3,200+

meetings at which we voted

6.0%

 f votes were cast against
o
management resolutions
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Collaborating to drive change

Investment managers aligned to our beliefs

We collaborate with our industry and thought leaders
through a number of investor organisations, working
groups and roundtable initiatives. These include the
Principles for Responsible Investment (PRI), the Investor
Group on Climate Change and the Natural Capital
Declaration to name a few. A full list of the signatories and
organisations we collaborate with is available on our
website. During the year we also actively contributed to
industry wide projects that help to drive positive change,
including:

We believe it’s important to appoint investment managers
who align with our beliefs and investment philosophies. As
part of the selection process, we ask managers if they are
signatories to the Principles for Responsible Investment.
We are happy to report that currently 75% of our
investment managers are signatories and we are actively
encouraging those who aren’t to work towards becoming
a PRI signatory in the near future.

• Investor Group on Climate Change’s climate adaptation
working group: As an active member of this group we
aim to help the superannuation industry better
understand adaptation policy and risk exposures in the
Australian context. It also aims to develop best practice
guidance on how to measure and monitor adaptation
risk across portfolios and identify opportunities for
investment in adaptation opportunities.
• Natural Capital Declaration disclosure and reporting
working group: As Chair of this working group we aim
to help the global finance industry collect data and
report on the natural capital impacts that exist within
their organisations and supply chains.
• Pension Fund Integrated Reporting Network:
Participating in this working group, which is led by the
International Integrated Reporting Committee and
Australian Institute of Superannuation Trustees, allows
us to share our leadership approach to annual reporting
with other funds within our industry. The network is also
working to raise awareness of the value of integrated
reporting for investor decision making.

When selecting new managers, we ask them for
information on how they assess and manage
environmental, social and governance risks and
opportunities. We also review the policies and processes
they have for engaging with companies on key issues and
their approach to proxy voting. During the year we
successfully assessed and appointed four new investment
managers. They were all signatories to the Principles for
Responsible Investment and they were all able to
demonstrate good adherence to our due diligence
assessment criteria.
We meet with our investment managers on a regular basis
to ensure that our members’ retirement savings are being
managed in alignment with our policies and investment
mandates. As part of these meetings, environment, social
and governance risks and opportunities are often
discussed. Each of our investment managers also provides
regular case studies on the implementation of their
responsible investment policies to demonstrate how they
are practically applied.

Paying fair tax
In recent years, the tax practices of large
multinationals have been subject to great scrutiny.
Many concerns have been raised in the media
about the use of complex structures to shift profits
and costs between countries to avoid paying tax.
Our international engagement specialist has
worked with research providers, non-government
organisations, tax experts and other institutional
investors to develop a tax engagement program.
This program will engage with companies that have
been identified as most vulnerable to tax issues in
four key areas – policy, governance, risk
management, and transparency of reporting.

1,400+
engagement meetings
to discuss ESG issues

1,550+
 SG issues engaged
E
on with companies
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Benchmarking our performance
Improving human rights performance
Investors are placing increasing scrutiny on how the
companies we invest in manage their community
impacts and human rights issues. This is particularly
important for companies operating in developing
countries and conflict zones. Companies with poor
human rights performance risk significant
reputational damage, loss of investor value and,
most importantly, have negative impacts on
people and society. Our international engagement
specialist recently launched a new program
of activity focusing on industries that have
experienced human rights issues or concerns.
This program will raise awareness of best practice
UN Principles, OECD guidelines, and initiatives such
as the Global Business Initiative on Human Rights.
They will also seek assurances that companies are
adhering to best practice human rights principles
and community practices.
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Driving improvements in
climate risk management
Our engagement specialists collaboratively work
with the companies we invest in to improve their
understanding and consideration of social and
environmental risks. These specialists meet with
Boards and Executive teams to discuss our
concerns and influence change. Over the past three
years, our specialists have engaged extensively
with nine listed Australian companies in the energy
sector to influence how they identify, manage and
report on climate change risks.
At the beginning of the engagement program,
most of the selected companies did not fully
understand the risks climate change posed to
their business or their supply chains. But our
collaborative engagement has since led to a
number of positive changes, with all of the
companies improving how they consider
and manage climate risk. Many of their risk
management processes now address climate
resilience, and climate risks have been integrated
into a number of product and service strategies.
A number of organisations also now publicly
report on their approach and performance. We’ve
also seen a shift towards open public discussion
of climate change impacts.

On a regular basis we report on our our approach to
investing responsibly and our performance through a
number of external surveys and benchmark reports.
During the year we successfully submitted our Principles
for Responsible Investment progress report to
demonstrate our ongoing signatory commitments. The
Asset Owners Disclosure Project allocated an A rating and
ranked us fourth in Australia
on our investment climate management strategies.
We were also successfully recognised again with an
Infinity Rating from SuperRatings for our responsible
investment practices and our operational sustainability
initiatives. In addition, the Responsible Investment
Association of Australia also ranked VicSuper as having
the 8th largest sustainability themed mandate in Australia
with over $900 million invested across our portfolio.
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Climate change risks and opportunities
Climate change is an environmental, social and economic
risk that affects everyone – all countries and all sectors
of the economy. Its greatest impacts won’t be felt in the
short term, but it’s important for industries and
governments across the globe to begin to change the
way we do business today so that we reduce or avoid
many of the negative longer-term impacts.
During the year we actively supported the establishment
of the Paris Climate Change Agreement. Over the coming
year we will also advocate for the agreement to be ratified.
We firmly believe that stable and well-planned action on
climate change will provide investors with certainty, and
at the same time will map a pathway to a safer climate
and economic prosperity.

VicSuper’s climate and investments strategy
Strategy development

Our achievements this year:

Objectives for next year:

• Phase II of our Climate Management
and Investments project launched

• Portfolio climate risk and resilience
assessment

• CEO led Climate Steering Committee
established

• Review of possible strategies for reducing
climate impacts and their implications for
investment returns

• Board updated on the Paris Agreement
and Australian Climate Policy
• Climate change and fiduciary duty, ethics
and beliefs workshop with the Board

• Review how we engage with investment
managers, companies we invest in and
policy makers on climate risk
• Update risk management practices to
ensure ongoing management of climate risk

Investment outcomes

As a Fund that invests across global economies, we need
to ensure that we manage climate risks across our portfolio.
We also believe we have a role to play in advocating for
positive change. During the year we launched Phase II of
our Climate and Investments Strategy. The table to the
right briefly captures what we’ve achieved, and what we
plan to do next.

• Reduced the carbon intensity of
VicSuper’s equities portfolio by 17%

• Launch our new responsible investment
option which screens out fossil fuels
(reserves and direct activity) in early 2017

• Invested a record $900 million in
renewable energy, forestry and sustainable • Integration of the strategy work detailed
agriculture assets that have positive
above to improve how we manage risk,
impacts on climate change
make investment decisions, engage with
the companies we invest in, and how we
• Engaged with companies we invest
report on climate risk
in to positively influence how they
manage climate risk
• Designed an investment option for
our members which screens out
direct fossil fuel investments
Advocacy

• Release VicSuper’s TAKE2 Pledge on
climate so that our members clearly
understand the action we will take to
manage climate risk
• Actively participated in the Investor Group
• Ongoing engagement with international
on Climate Change’s working group on
and Australian policy makers on the
climate adaptation
importance of ratifying the Paris
• Signed the Investor Statement on Climate
Agreement
Change and wrote to world leaders about
• Provided in principle support for the
Victorian Government’s TAKE2 climate
pledge program

the importance of effective climate policy
and the Paris Agreement

• Continued participation in working groups to
help improve our industry’s understanding
of how to manage climate risk
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Helping members understand and build their super
Knowing our members is important to us. We want to
understand what they need, the challenges they face, and
what they expect from us.
We want our members to understand that their super is
their money – money that can provide them with a secure
future. And importantly, the earlier members take control
and ownership of their super, the better the financial
outcome is likely to be for their future. So we want to
connect people with their super and guide them through
the actions they can take now to help get the best
possible future income.
Our members are starting to see a new side to VicSuper.
We’re still the friendly, approachable fund we’ve always
been – and always will be. But we’re also working to
improve the experience our members have with us, and to
make things as easy as we can for our members to take
those simple steps that can make a big difference to their
super savings.

Helping our members take action
We understand that it’s difficult for people to see
themselves in the future which is why they are generally
disconnected from their super. People don’t see super as
‘real’ money which they can have control over. But it
doesn’t have to be this way. To help change this mindset
we launched our “GetSuperActive” strategy to help our
members understand that their super is not something to
be avoided or ignored. Grounded in behavioural finance
insights, the strategy informs members of the small steps
they can take, and the big difference these steps can
make.
This strategy is supported by a GetSuperActive digital
tool, which helps members estimate their super balance
and income at retirement. Over 6,000 people accessed
the tool in the first month of its release alone. Take a look
at our GetSuperActive video for more on VicSuper’s Get
Super Active approach and what it means for our
members.
Throughout the year, the implementation of our
GetSuperActive strategy has been supported by a number
of member communication programs to raise awareness
and engagement. These included helping our members
better understand how to structure their retirement
income with their Centrelink entitlements – the “Get Paid
in Retirement” program. We also launched our “Your
Future is in Your Hands” initiative, to connect our
members, the public and our employees, to the value of
their super savings. You can read more about both of
these programs in the case studies to the right.
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Get Paid in Retirement
This retirement incomes communication program
was launched to help people nearing or in
retirement, maximise their Centrelink benefits and
receive secure, monthly income payments. The
program addresses retirees’ two key concerns –
security of income and Centrelink entitlements.
The program was delivered across a range of
media and supported by a dedicated website with
links into VicSuper’s advice services, access to
seminars and events, tailored retirement income
calculators and customised information packs.

GET PAID IN
RETIREMENT.
Finishing work doesn’t have to mean the end of financial security.
At VicSuper, we can show you how you could maximise your
Centrelink benefits and receive secure monthly income payments.
It’ll feel just like receiving regular pay cheques for the rest of your
life. Get super active and visit vicsuper.com.au/getpaid

This advertisement does not take into account your financial situation, objectives or needs. VicSuper recommends you seek professional advice for your own circumstances. VicSuper Pty Ltd ABN 69 087 619 412 (‘VicSuper’) is the Trustee of VicSuper Fund ABN 85 977 964 496. The Trustee
holds an Australian Financial Services Licence (AFSL 237333). Under its AFSL, VicSuper is licensed to deal in, and provide financial product advice on superannuation products. At present, VicSuper representatives are limited to providing financial product advice on VicSuper products;
ESSSuper - Revised, New, SERB and Transport Schemes; providing advice on whether a member should consolidate or roll over their superannuation holdings (excluding personal advice on self-managed superannuation funds) into VicSuper; and general superannuation matters.
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Listening to our members
Over the last year we’ve adopted a new way of measuring
member engagement and satisfaction. Our Voice of the
Customer survey program allows our members to provide
feedback on their experiences with us and what they
think of us.
The insights we gather through the survey help us identify
how we can improve our services, our products, and the
experience that our members have with us. They also help
us determine whether we’re delivering on what we
promise our members.
One of the key measures of success in this survey is known
as an advocacy score. This score is calculated on a
quarterly basis and tells us how likely our members would
be to refer VicSuper to their family and friends. VicSuper’s
mean advocacy score for the year ending June 2016 was
6.9 out of a possible 10. We’re pleased with this result, but
we’re keen to make it better. We’ve appointed a dedicated
working group to discuss the feedback we’ve been
receiving and develop solutions that improve the experience
our members have when dealing with the Fund.
We’ve also started to survey new members when they
first join VicSuper, and in cases where members decide
to move their super to another fund. This gives us key
insights on why members decided to join us and what
their joining experience was like. And it provides us with
the reasons behind their decision to leave the Fund. We
then use the feedback to improve what we do, and the
overall experience that our members have with us.

Your Future is in Your Hands
We understand that it’s hard for people to connect
with their super because they can’t physically feel it
or touch it. To help we launched our “Your Future is
in Your Hands” program in late 2015. We wanted to
do something no super fund has done before in
Australia - give people the chance to physically
hold their superannuation balance in their hands.
In cash. We built a vault which was guarded by
security and we invited our members, the public
and our own employees to step inside and ‘hold
their future in their hands’.
The response was overwhelming – and great fun.
It made super ‘real’ and tangible for the many
people who took part, showing them what their
super balance physically looked and felt like. By
seeing and holding their super balance as cash,
people who took part were able to experience
super as ‘their money’ and their super was brought
into the “here and now”.
We’re now utilising the vault and this initiative in
the workplace with our employers as part of our
financial education programs. The Get Super Active
digital tool also gives people a virtual experience
and shows their superannuation as an annual
income. You can read more about this in the Metro
Trains case study on page 36 of this report.

Over the past year, we’ve also been working towards
personalising how we communicate with our members
so that they receive information that’s relevant to their
particular life stage and individual circumstances. During
the year we initiated a major project to implement a
campaign management system. The system will help us
to prompt members through a range of channels to take
a particular action that can help make the most of their
super. This initiative is a major step forward for the Fund
and enables us to provide more relevant messages to
our members
VicSuper Annual Report 2016
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To help address this very important issue, during
the year we collaborated with one of our largest
employers – Metro Trains – in the delivery of their
Financial Wellness Week. Metro’s initiative aimed
to help improve the overall wellbeing of their
employees by connecting them with financial
experts and knowledge.
We took our “Your Future is in Your Hands” vault
along so that Metro employees could hold their
super balances as cash. During the week our
financial planners also ran a number of seminars
with over 90 people in attendance and met with
almost 50 Metro employees through one-on-one
financial coaching sessions and personal advice
sessions.

“The wellbeing of our staff is our highest
priority. Financial wellness week helped
us help our staff take ownership of their
finances and to feel empowered when
making financial decisions.”

We’re committed to helping our members make good
financial choices by engaging them throughout their
financial journey with us. Our advice and education
strategy is built on four key platforms to help inform,
educate, help and advise. We deliver on this strategy by
providing education, tools and superannuation advice
that’s easy-to-understand, and customised to best suit
the varied needs of our members.
We also give members’ families and the broader
community access to financial education, because we
know that knowledge is an important part of building
financial health and community wellbeing. We do this
through our Community Connect program – you can
find out more on page 40 of this report.
Providing sound advice
Our financial planners work closely with our members,
especially those nearing or in retirement, to develop
personalised strategies and plans for managing their
retirement super savings and income. We encourage all
our members to meet with one of our financial planners
before they retire. In most cases this advice involves
no additional cost.

NT

Research shows that personal financial issues
remain the leading cause of stress amongst
Australians. Almost half of Australia’s workforce
is worried about their current financial situation
and even more are worried about what their
financial future holds. This financial stress can
increase rates of absenteeism and impact on
workplace productivity14.

ME

Metro Trains Financial Wellness Week

Tailored advice and education

EN
GA
GE

at the right time and in the way they want it.

Our superannuation advice process is based on the
philosophy of ‘income layering’. Income layering means
that by using our comprehensive retirement planning
tools, our planners help members identify how much
income they need to meet their basic living expenses.
Then by taking into account the members’ liquidity
requirements, health and investment risk profile, we
develop an income strategy to protect against longevity
risk to maintain a quality standard of living throughout
their retirement.
We currently have over 50 in-house financial planners
who are employed directly by VicSuper. Over the last
year they provided general superannuation advice to
over 4,000 members. They also provided more detailed
superannuation advice to members through more than
6,800 face-to-face sessions and more than 1,550 sessions
over the phone. We’re happy to report that this advice was
successfully implemented by over 90% of the members
our financial planners worked with over the year.

ADVISE
ME

• Personal superannuation advice through
financial planners » Face to Face » Phone
• General superannuation advice
through financial advisers
• Inbound contact centre

HELP ME

• Tools and calculators
• Webinars
• Seminars
• Education videos

EDUCATE ME

Helen Barnes, Culture & Engagement Consultant

• Dedicated microsites
• Website content
• Booklets and handouts

INFORM ME

14 The financial fitness of working Australians report – November 2015
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Connecting our members with financial education
Providing our members with advice on how to grow their
retirement savings is just one part of the equation when it
comes to helping and empowering them to make good
choices about their super and retirement income. We also
deliver a broad range of education initiatives that aim to
help build financial skills and knowledge. We want to help
our members get the best possible long-term outcomes
for their super savings. We also want to provide them with
the information and tools they need to help them to make
financial good choices in day-to-day life.

Collaborating with our employers
Our financial planners support and work closely with
employers to develop and provide workplace education
sessions for their employees. These sessions are designed
to help our employers inform their employees about their
super and drive further interest and engagement. By
providing easy access to financial education and support,
the sessions provide a valuable workplace benefit to the
employees. Developing and running these sessions with
employers also provides us the opportunity to strengthen
our relationships with the employers themselves.

Member education is delivered via seminars, workplace
information sessions and investment forums. In the past
year we held 57 member seminars across Melbourne and
regional Victoria. Our seminars have covered a wide range
of topics including superannuation basics, insurance and
strategies relating to Centrelink benefits. We also run
seminars tailored for those members transitioning to or
already in retirement. These seminars are held regularly,
they’re free of charge to attend, and can easily be booked
through our website.

Our financial planners make a large number of visits to
employers each year to deliver workshops and information
sessions in the workplace. Over 700 sessions were
delivered over the past year.

Expanding our advice services
Super is just one aspect of people’s financial
strategy. We’ve recognised that many of our
members require more complex advice on a range
of different issues, particularly when preparing for
retirement. So in the coming year we’re going to
pilot an expanded range of financial planning
advice which extends beyond super and retirement
planning. Through this new service, our members
will be able to access advice on investments and
insurance in and out of super, SMSF investments
and strategy, budgeting and cash flow, asset
structuring, and estate planning.
Further information on this new service can be
found on our website, or by calling our Member
Centre on 1300 366 216.

Our Super Woman Money Program is a financial education
initiative for women. The Program aims to help women
build their confidence and take control of their financial
future. This Program is open to all of our members, their
friends and family, and the community. During the year
we started implementing this program in the workplace
through our employers. We’re happy to report that since
2012, the Program has reached almost 11,000 Victorian
women. More detailed information on what the program
has achieved and why we think it’s so important can be
found on page 42 of this report. Information on how to
register for the next program can be found on The Super
Woman Money Program website.
Our website provides access to a range of tools and
calculators to members and the public. They can be
access across all of our digital platforms – desktop,
tablet and mobile phone.

VicSuper Annual Report 2016
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Easy access to information and help
We provide our members with regular updates in many
ways, from traditional mail right through to the use of
digital technology. This ensures that members can access
the information they need in a way that suits them. It
doesn’t matter how a member contacts us – in person,
over the phone or through a digital channel – we want
their experience to be the same easy, helpful and
personalised VicSuper experience.
The VicSuper website is one of the key platforms that
we use to communicate with members. To make sure it
provides easy access to information we reviewed how our
members and other visitors interact with various parts of
our website. This review resulted in a full redesign of our
website across desktop, tablet and mobile formats. Our
new website, which went live at the end July 2016, has
been significantly enhanced and has a number of new
personalisation features. The new “I am, I want” feature
allows anyone visiting our website to have information
automatically tailored for them according to their
situation. It’s also much easier to navigate, aims to quickly
direct people to the information they are looking for and
encourages them to take action. You can find out more
about this and the other initiatives in our Digital
Engagement Strategy on page 46 of this report.
Our members have access to quarterly e-investment
updates15 and six monthly e-newsletters. We also issue
six-monthly benefit statements and provide people
with easy online access to information on their account,
day-to-day transactions, investment allocation and current
balance – all through VicSuper MembersOnline. The
changes we’ve made to MembersOnline have provided
members with greater online access and control over
their accounts. We’ve also worked hard to simplify all
our member communications and make our forms and
benefit statements clearer and easier to understand.

15 Members need to subscribe to e-investment updates
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At VicSuper we continue to manage our member support
and administration services in-house. This allows us to
maintain control over our processes, which in turn gives
us more confidence about the level of service we provide
to our members. Over the past year our Melbourne-based
Member Centre, which is dedicated to servicing our
members, received an average of 463 calls per day.
Of the total calls received, 99 per cent were answered
and resolved either on the spot or on the same day. We
also resolved 97 per cent of members’ queries received
via correspondence within 10 days.
In addition to providing transactional support and
addressing superannuation queries, the Member Centre
also refers people on for financial advice. Advice referrals
have increased over the past year. We think it’s a sign that
our efforts to help our members take more notice and
more control their super, are working.
Our teams have also been trying to increase members’
awareness about the importance of keeping their personal
information safe and secure in an online environment.
The landscape for accessing information has changed
dramatically over the past few years and raising awareness
amongst members in regards to information security and
privacy is crucial.

99%

 alls to the Member Centre
C
resolved on the spot or on
the same day

Understanding retirement adequacy
The issue of generating an adequate income in retirement is
a complicated one. And most people put off thinking about
how they’re going to fund their lifestyle in retirement
precisely because of this complexity. But being proactive
and taking small, easy steps can make a really big difference.
Moreover, the earlier members take control and ownership
of their super, the better the financial outcome is likely to be
for their future. That’s why we want to connect people with
their super and guide them through the simple actions they
can take now to maximise their income in the future.
The golden question is always: how much is enough?
The latest retirement standard modelling from ASFA16
shows that singles need around $24,000 and couples need
around $34,000 in income per annum, to fund a ‘modest’
lifestyle in retirement. A modest lifestyle is considered to
be better than solely relying on the Age Pension, but it still
only affords basic activities. To fund a ‘comfortable’
lifestyle which provides a better standard of living, singles
and couples are expected to need an income of around
$43,000 and $59,000 per annum respectively. According
to the Standard, single people need around $545,000 and
couples need $640,000 in retirement savings to achieve a
‘comfortable’ retirement lifestyle. That’s one where they’re
able to purchase private health insurance, a good car,
clothes and the occasional overseas holiday.
For those members who are approaching retirement, we
measure and track how they’re progressing when it comes
to building their super savings. The average balances of
our members aged 50-64 are higher than our industry
peers17. At June 2015, balances for our members aged
50-64 were $112,000 and $78,000 for our male and
female members respectively. This compares with
$103,000 and $75,000 for our industry peers18. As of June
2016, average member balances for members aged 50-64
increased to $117,000 and $83,000 for male and female
members respectively. More detail on current member
balances across different age groups and gender is
presented in the graph on the following page.

But while we’re pleased that our members have higherthan-average super balances, we know we still have a lot
of work to do when it comes to getting members to
become more involved with their super. We’ve already
started implementing our GetSuperActive program to
better connect members with the value of their super and
the actions they can take to improve their financial
outcomes in retirement. And we’ve started to personalise
our communication programs to better prompt members
to make a decision or take action to build their super.
We’ve also increased the scope and scale of our Super
Woman Money program into the workplace, to broaden
our work in addressing the gender super gap.
We know that one of the most effective ways to build
super savings over time is to make small and regular
voluntary contributions. That’s why a variety of our
programs and initiatives are specifically aimed at
encouraging our members to make these voluntary
contributions. Despite this, in the last year we saw a slight
reduction in voluntary contributions from our members.
We believe this reduction was most likely a result of the
community-wide uncertainty that resulted from the
Federal Government’s announcement of proposed
changes to the super system in the 2016 Budget.
Early in 2016 we also started including super savings and
retirement income projections on benefit statements for
a large proportion of our members. This initiative aims to
show our members how much money they’re projected to
have to fund their retirement. We’re also working on ways
to better monitor how our members are progressing with
their super savings and how well-placed they are to
generate an adequate income in retirement. We’ve initiated
a project to help us measure this progress so that we can
better understand when, how and where we can help.

Each of these measures is important, as they aim to help
our members to better connect with their super and
retirement savings at every stage of their financial journey.
Of course, it’s just as important to offer the products that
will help our members make the most of their retirement
savings. More information on our retirement incomes
philosophy and our product innovation strategy can be
found on page 44 of this report.
We know super plays a vital role in providing our members
with an income in retirement. Our financial planners
provide tailored superannuation advice and plans that are
personalised to our members’ individual circumstances.
But we also know that super savings are only part of the
equation. Other forms of income can also play a part,
including the Age Pension, as well as other forms of
savings and income-generating assets. Everyone’s
situation is different and that’s why we think it’s important
to seek help and advice. Recognising that everybody’s
situation may be different, in the coming year we are
launching a pilot program to extend the financial advice
we are able to offer our members.

VICSUPER AVERAGE MEMBER BALANCE BY AGE GROUP
(Thousands)
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16 http://www.superannuation.asn.au/resources/retirement-standard
17 Peers include public offer - industry & public sector super funds
18 As above, taken from APRA, Annual Fund-level Superannuation Statistics,
June 2015 (Issued 10 February 2016)
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Improving financial outcomes in the community

owerment
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ion change
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inclusionCommunity Connect program benefits the
VicSuper’s

local Victorian community through financial literacy
programs, advocating for positive change, and fostering
connections between our employees and the community.
We were awarded the prestigious Good Corporate Citizen
Victoria Day award on 1 July 2016 for excellence in areas of
community and public service. Our Super Woman Money
Program, which is a financial education program for
women, also won an AIST excellence award during the
year and was a finalist in the 2015 Melbourne Awards.

Financial literacy,
empowerment and inclusion

Advocating for positive change
in the Victorian community

We care about our member’s financial journey, and
we have a long history of delivering financial advice and
education in the community. This year, we’ve linked our
overall approach to the broader objectives of the National
Financial Literacy Strategy to ensure that we’re adopting
best practice in this area.

As a large Victorian business, we have a powerful voice
that can be used to drive positive change on the issues
that are important to us and our members.

Through Community Connect our members’ families,
friends and local communities can access easy-tounderstand tools and financial advice. This is delivered
through community-focused initiatives targeted at
specific groups within our community, including women,
Millennials and Gen Y, retrenched workers and preretirees.
Over 3,500 women participated in our Super Women
Money Program this year, through community seminars
and in the workplace. Find out more about this awardwinning program on pages 42-43.
We piloted our #Howtoadult student education program
at Deakin University, to give university students the
confidence to understand their finances when they’re
about to enter the workforce. And we continued to
support our community partner, the Geelong Region
Local Learning and Employment Network, and the
important work they’re doing with retrenched workers
in the region.
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We continued our community-based seminars to preretirees and retirees on how to make the best of their
retirement savings, running 57 seminars across metro
and regional Victoria.

We partnered with Melbourne City Mission to raise
awareness about the impacts of youth homelessness
through their Sleep at the G initiative. The Mission plays a
vital role in re-connecting young people with society and
employment opportunities – which has great potential to
improve their financial journey over the long term.
We continued to explore financial disadvantage for
women in the community and work towards solutions,
making a formal submission to the Federal Government’s
Senate Inquiry into Economic Security for Women in
Retirement, and engaging with the Victorian State
Government to discuss how employers can help improve
the financial wellbeing of women. We also held an event
on International Women’s Day to raise awareness of the
importance of financial education and empowerment
for women.
We remain committed to Victoria’s natural environment,
hosting a roundtable discussion with the Victorian
Treasurer, Environment Minister, key government officials
and business leaders, to discuss how government and
business can work together to better value Victoria’s
natural assets. We provided formal feedback on Victoria’s
Biodiversity Strategy and support for its environmental
accounting and investment objectives.
As Australia’s first super fund to become a signatory
to the Natural Capital Declaration, we continued to
contribute to the work that’s happening internationally
to help the finance sector integrate natural capital risks
and opportunities into investment decisions.

IMPROVING FINANCIAL OUTCOMES IN THE COMMUNITY

Connecting our employees
with the community
It’s important that our employees are also engaged in
delivering community outcomes. Not only does it benefit
the issues that we are passionate about, but it also helps
to develop our culture and keep our team involved and
connected.
Our employees have access to one day of volunteering
leave each year with our community partners Fare Share
and Conservation Volunteers Australia. They also donate
to our partners through workplace giving initiatives.
This year our employees helped us fundraise for the
community organisations we support, raising over
$20,000 for Melbourne City Mission’s Sleep at the G
initiative.
Our employees love these programs, and we’re always
looking at how we can make them even better. We’ve
undertaken a review of our Community Connect
employee program, and will be implementing a number
of exciting initiatives next year.
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Super Woman Money
Around 90 per cent of Australian women retire without
adequate superannuation savings and don’t have the
capacity to be financially independent in retirement.
On average, Australian women retire with about half as
much superannuation as men, and 60% of women retire
with no super at all19. The causes of this financial
disadvantage include the gender pay gap, career breaks
to raise a family, working part-time and life changing
events such as divorce.
And on top of this, it seems that having the confidence to
manage their money is a key problem. The following are
some key findings from a survey we recently conducted:
• 47% of women said a lack of knowledge was holding
them back from taking action
• 43% needed the help of a partner or parent to help take
control of their money
• Alarmingly 35% said it would take an emergency like
losing their job, before they took any action
• And over half said they don’t earn enough to warrant it
At VicSuper, we believe that women deserve more.
We developed the Super Woman Money Program to
empower women. We firmly believe that financial
knowledge, confidence and choice all help women take
control of their future.

“You make women feel empowered.”
Hillary

“I feel much more confident that investing
successfully is a skill I could learn.”
Michelle

We launched the Super Woman Money Program in 2012 –
a financial education program that’s helping women build
confidence and take control of their finances. We’ve
continued to evolve and simplify the Program throughout
the year. We want to help women stay motivated and
engaged. So we’ve focused on building activities that help
them take practical action when it comes to their finances.
On a daily basis, women juggle the complexities of
families, work and home life. This experience means
that most women are well equipped to manage multiple
tasks. They are also capable of solutions to complex
challenges. The Super Woman Money Program helps
connect these existing skills and capabilities with financial
knowledge. Together this helps to build empowerment
and confidence.
The success of the Program has far outweighed our
initial expectations. Over the last four years almost
11,000 women have participated in the Program. After
completion of the Program, women have told us they’re
happier, less financially stressed, and more confident
about taking control of their financial future.

“I have immediately put some tips into
practice this morning. I look forward to
attending another woman’s money event in
the future!”
Jane

“The event was fantastic on all levels.
I felt very welcomed by staff, was great
networking and talking to other women
about their experiences and the quality
of the speaker was great.”
Toni

19 http://www.superannuation.asn.au/media-release-7-march-2014
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During the Program, women participate in interactive
group events covering budgeting, tax, estate planning,
investment assets and superannuation. They’re
encouraged to ask questions, share their stories, and
network with other women in a supportive environment.
And they’re given financial tips and digital tools.
To support the sharing of information, we have also built
an online community which supports free access and
sharing of information and tools. Our Super Woman
Money Program website and Facebook page help to keep
women connected with the guidance and information they
need.
The thousands of women who have participated in the
Program can also access continued support through our
“Ask an Expert” page on the Super Woman Money
Program website. The page contains a series of Q&As
sourced from Program feedback. If women visiting the
page can’t find the answer to their question, they can
directly email a VicSuper qualified financial expert who
will personally respond with useful advice. For more
complex super questions, we encourage women to visit
one of VicSuper’s many locations across Victoria for
financial advice that is tailored to their circumstances.

Evolving the Program
We have set ourselves some lofty targets to reach even
more women through the Super Woman Money Program.
In the next year alone we hope to reach at least 2000
more women.
We continuously use feedback from participants to
further refine and tailor the Program and an updated
Super Woman Money Program was launched late in 2015.
It is shorter, more targeted and more of the content aimed
at engaging women with simple tasks. We believe that the
changes we’ve made have increased the accessibility of
the Program. Ultimately it’s our aim to reach more women
and to empower more change.
Our new look Program incorporates many new digital
elements including videos, online information, webinars
and access to financial tools. These work together to make
the Program more accessible and more interactive for
more women. This is especially relevant for those women
who register and are unable to attend the face-to-face
events, because they either live remotely or they have
care obligations at home.

Access to this help isn’t limited to past participants of the
Program. It is free of charge for anyone to access. We also
encourage the sharing of this resource on social media so
that this help reaches women in the broader community.
We believe the benefits extend beyond those women who
take part in the Program. Indeed, we encourage them to
share what they have learnt with their daughters, their
nieces and their granddaughters, so that the next
generation of women is better equipped to build their
financial independence.
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Innovating and adapting to change
We’re committed to being innovative, efficient and
productive in the way we operate so that we grow and
build resilience into our business. We believe being
innovative and adaptive to change will help us deliver
value-for-money products and services tailored to our
members’ needs, now and into the future.

Advice
We encourage all our members to meet with one of our
financial planners before commencing a pension, and in
most instances this involves no additional cost. Plus,
advice is available for any changes in circumstances or
strategy once the member is in the pension phase.

VicSuper’s retirement income solution

Our advice process is based on the philosophy of ‘income
layering’, which in turn is based on our belief that securing
income to meet basic needs in retirement, should be of
primary importance to the member. Income layering helps
the retiree to protect against the risk of outliving one’s
savings (longevity risk) so those basic needs are covered
throughout their retirement. Plus, it also offers the potential
to improve the retiree’s standard of living.

As more and more of our members approach retirement,
we need to make sure we’re giving them innovative
products and services to meet their changing needs and
expectations.
We’ve now fully integrated our two new Guaranteed
Income products* with our existing Flexible Income
product. The result is a suite of products for retirement.
This approach mirrors the philosophy outlined in the
Federal Government’s Financial System Inquiry report,
which emphasised the importance of offering members
income products for retirement.
For most of our members who are approaching or
in retirement, their income will be made up of two
components – super and the Age Pension. And for
most members these income sources are intrinsically
linked. But as the government tightens access to the
Age Pension over time, different solutions for generating
a stable income for our members will become more
important. In preparation for this, we’ve developed a
Retirement Income Solution that’s made up of two key
components: advice and products.

* VicSuper relies on Challenger Life Company, under life policies issues to
VicSuper by Challenger, to fund payments to members who select these
products. VicSuper does not itself provide a guarantee.
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Products
Our Transition-to-Retirement product helps members who
are eligible to retire but aren’t quite ready to give up work,
to access their super and tax benefits. Our VicSuper
Flexible Income product is for retired members. It provides
underlying investment choice, flexibility and the ability to
draw variable income. Our VicSuper Guaranteed Income
products* help members protect against various risks to
provide a reliable income stream in retirement.
The work we’ve done on our retirement products is
already receiving recognition. In May 2016, we were
awarded the Best Fund Longevity Product by Chant West,
in recognition of the innovative approach of our
Guaranteed Income products*. Developed in partnership
with Challenger, we were the first public offer super fund
in Australia to provide an integrated solution of this kind to
members.

INNOVATING AND ADAPTING TO CHANGE

VicSuper’s new responsible
investment option
Members increasingly contact us about social and
environmental issues. We think this is being driven by
changing expectations in the community. It also reflects
an increased awareness that investment choices are linked
to social and environmental outcomes. By far the most
common issue raised has been fossil fuels and climate
change, but members have also raised other issues
including unconventional gas, gambling, controversial
weapons and human rights.
We integrate the consideration of environmental, social
and governance factors when we select investment
managers and when choosing investments. But we also
recognise that many of our members are concerned about
particular issues, and want their super investments to
reflect their own personal values. To respond to this need,
we reviewed responsible investment options during the
year.
We surveyed thousands of members and a variety of our
key employers to understand what’s important to them.
We also undertook market and investment research to
identify and re-design a responsible investment option for
our members. This project has taken a little longer than
we’d expected, but it was worth the wait. We’re happy to
report that the Board signed off on the responsible
investment option, due to be launched to members in
2017. It will be available to all members whether working
or retired.

Protecting our members through insurance
It’s important that our members understand
the value of insurance. It helps to protect our members
from unexpected and negative impacts of life events.
So we’ve improved how we tell members about
insurance cover and eligibility. We’ve also made it
easier for members during the claims process.
Last year we made several improvements to
our insurance application and eligibility process
for Income Protection insurance. We believe it’s better
to spend a bit more time up-front to truly understand
our members’ individual circumstances, in order to
make the claims process less stressful if something
does go wrong down the track.

Member insurance details and eligibility information
feature prominently on our new Member Benefit
Statements. We want our members to be fully aware
of insurance premiums and their eligibility for insurance
cover. Members who are unsure about the status of
their insurance cover can call our Member Centre on
1300 366 216 for more information.
We’re also improving how members lodge claims
online, and hope to launch this new system in 2017.

The changes are already delivering positive results,
with the period of time taken to resolve Income
Protection claims being reduced significantly. We’re
now applying a similar review process for
our Total and Permanent Disablement cover.
As well as spending more time with members
to determine their eligibility, we also assign case
managers to assist members with their claims.
And we’ve been working with members who are not
working due to an injury, to help them access
treatment or rehabilitation services in an effort to help
get them back to into work. We know that returning to
work early benefits members by helping them
reconnect with their social and professional networks.
It also benefits employers in terms of productivity
and resources.
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INNOVATING AND ADAPTING TO CHANGE

Transforming through technology
With more of our daily tasks and activities carried out
using computers, tablets or smartphones, our members
expect us to provide more of our services using these
digital platforms, so that they can interact with us
anywhere, anytime and when it suits.
And while in some ways technology increases the
demands made on companies, it also affords greater
opportunity for us to personalise and design our products
and services to cater for their specific needs. Of course,
many of our members still like to deal with us face-to-face
or over the phone through our Member Centre, but we
know that an increasing number want access to our
services online, and so we’re building our services in
this area.
A new administration platform
Last year we successfully launched our new administration
and wealth management platform, Sonata. Sonata allows
us to bring our administration processes together in one
system, reducing our operating costs and improving our
efficiency. It will also enable us to provide a more
personalised service to our employers, as well as more
personalised messages to our members – information
that will ultimately help members make better decisions.
The implementation of Sonata means we’re well
placed to build growth and scale into our business,
while maintaining the friendly and personalised level
of service our members have come to expect from us.
The Sonata transition encompassed approximately
95 per cent of all Fund administration processes. By far
the largest challenge was the sheer volume of business
processes that needed to be reviewed, tested and
implemented. We’re pleased to say we’ve completed
the most challenging stages and are now exploring the
different functionality and process improvements that
Sonata is capable of driving.
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Digital Engagement Strategy
We want to make sure our members have a great,
consistent experience across all our channels of
communication. This year we developed a Digital
Engagement Strategy to better harness technology in
the delivery of services and communications to members.
Importantly, the successful implementation of Sonata
and the campaign management system is helping us with
this strategy, as it’s allowing us to use insights and data to
improve the digital experience members have with
VicSuper. You can find out more about our new campaign
management system in the “Listening to our members”
section on page 35 of this report.
To make sure the strategies and systems we’re developing
meet members’ needs, we undertook research, member
focus groups and systems testing to better understand our
members’ attitudes and behaviours towards their super,
and how they would like to interact with us through digital
channels. We’ve learned a lot from this research and it’s
informed many of the changes we’re now implementing.

INNOVATING AND ADAPTING TO CHANGE

We wanted to make online access easier for our members,
for example, and we’ve recently implemented a single
sign-on process which allows members to sign on to any
of our sites and services with a single user name and
password.
The VicSuper website is a key element of our overall digital
strategy, and we spent a large part of the year reviewing
and analysing our website and how visitors interacted with
it. The outcome of this work has been a full redesign of our
website across desktop, tablet and mobile formats. Our
new website, which went live at the end July 2016, has
been significantly enhanced and has a number of new
personalisation features. As discussed earlier, we have
introduced features to our website which allows visitors
to tailor their information according to their situation and
take active steps to build their super. It’s also easier for
new members to join VicSuper, and we’re happy to report
that we’ve seen more members join through the website
as a result of the changes we’ve made.
Our Digital Engagement Strategy feeds into our member
education programs. This year we’ve included more
content for the Super Woman Money Program online,
which has helped us make the program accessible and
reach more women. As a result, and in combination with
our face-to-face program, more than 1,000 women
participated in the March 2016 program alone.
Ultimately, regardless of how members interact with us
– whether it’s online, through paper-based forms provided
by their employer, or via seminars and calls to our Member
Centre – it’s up to us to ensure that their experience with
us is as seamless as possible every time.

Using data and insights to help members
Helping empower our members to engage with their
super is the core of our business strategy. By using the
information we have available to analyse what our
members need from us, we’re able to develop and provide
members with tailored information that meets their
individual needs.
At the same time, data analytics helps us to make
informed business decisions and is fundamental to our
future success. Understanding the information we gather
and having appropriate controls in place drives decisionmaking, delivers important business insights, supports
improved member experiences, and protects the
reputation of VicSuper.
In order to enhance member engagement and
satisfaction, we’ve undertaken significant work to
generate and learn from data-led insights. Later in 2016
we will implement our new campaign management and
analytics platform to make our processes more efficient
and help manage and deliver more targeted information
to our members at relevant points in time.

Partnering with employers
Making super contributions for employees is just
one of the many obligations that come with being
an employer, and we partner with over 22,000
employers across Victoria to help make it as simple
as possible – so that our employers can spend more
time working on their own business.
We establish initial contact with new employers
and then get to know their individual needs. We
also personally guide new employers through the
joining process. Once an employer is on board, our
Employer Services team provides administrative
support and assistance to help employers
understand their super obligations.
We regularly engage with employers to keep them
up to date on forthcoming changes. Over the past
year we’ve focused in particular on helping
employers meet their SuperStream compliance
obligations.
We also provide ongoing education and support
to employers, and help them to engage with their
employees on super – through workplace seminars,
employer newsletters and briefings, and our
increasingly popular online webinars.
We collaborated with several employers to
deliver workplace events this year – with a view
to improving the financial wellbeing of employees.
We ran Super Week expos, launched our Your
Future is in Your Hands program, and took our
Super Woman Money Program direct to
workplaces. More information on these workplace
initiatives can be found on pages 36-37 of this
report.
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Developing our people and culture
We are committed to developing a workplace culture
that lives by our values and fosters great leadership
and innovation. We want our people to be engaged,
accountable, and focused so that they deliver the best
possible experience for our members and our employers.
We’re also committed to ensuring our people have access
to the skills building and development opportunities they
need to advance their careers.

Profile and diversity of our team
We currently have 268 team members working across our
Melbourne head office, and our metropolitan and regional
offices. The vast majority of our team members are
permanent and work full time. We also employ a small
number of contractors to assist us when it comes to
delivering projects that require additional resources.
These contractors most commonly work in the area of
IT services and support.
VicSuper’s workforce is gender diverse, and women make
up 49% of our total workforce. Women also comprise 43%
of our senior leadership and executive teams, and three
out of the eight directors on our board are female.
However, we’re under-represented when it comes to
women in the middle levels of the organisation – and in
particular at level 4. Analysis has revealed that the greatest
gender imbalance at this level exists within our IT Services
and Financial Planning teams. Across the industry, these
professions continue to attract more men than women,
and shifting this gender imbalance is likely to take time. In
the meantime, we’re developing a number of strategies to
address this issue.

Each year we submit a full gender report to the Workplace
Gender Equality Agency (WGEA) which provides details
of the policies and initiatives we have in place to
specifically support gender equality. Our prior year
reports are publically available via the WGEA website.
In the past year we received one harassment report from
an employee. The case was reviewed by an external
consultant and was resolved appropriately.

EMPLOYEES BY LEVEL AND GENDER
As at 30 June 2016

VICSUPER FULL-TIME AND PART-TIME EMPLOYEES*
By employment type and gender

VICSUPER EMPLOYEES BY CONTRACT
By employment contract and gender

We review pay parity across the organisation and
benchmark the salaries of all our team members using
data provided by remuneration specialists. Analysis across
our workforce confirms that a gender pay gap does exist,
but it is generally very small when compared at individual
levels. A pay gap (favouring males) of less than 7% exists
at level 4 and this is primarily related to the gender
composition at this level. Over the coming year we’ll
conduct more detailed analysis and developing initiatives
aimed at closing this gap.

Permanent male employees

122

Full-time male employees

Fixed term male employees

15

Part-time male employees

85

Fixed term female employees

Part-time female employees

25

21

25

5

Full-time female employees

48

26

23

21
12

4
*Refers to permanent employees only

Female

32

117

Permanent female employees 110

Male

49

45

6

Level 1

Level 2

Level 3

Level 4

16
9

Level 5

Senior

DEVELOPING OUR PEOPLE AND CULTURE

Improving capability
We’re committed to developing a high performing team
that’s focused on providing our members with a great
experience. We want to make sure that every member
of our team is engaged in what they do and has the
capability to fulfil their role. We’re also focused on
fostering skills and creating development opportunities,
so that everyone in our team can advance their careers
during their time here at VicSuper.
That’s why we launched our new integrated talent
management platform during the year – a digital platform
which allows our team members to manage all aspects of
their current job and career development. It provides them
with access to eLearning opportunities, helps to track
professional development activities, and engages each
team member in how they are performing in relation to
their performance goals through regular check ins over
the course of the year.
During the year we also worked on streamlining and
improving our learning and development capabilities.
We developed a new Learning and Development
Policy, as well as an accompanying framework and
implementation roadmap. And we established new
partnerships with a number of best practice workplace
learning and development providers who will help us to
deliver professional development initiatives to our team
over the coming year. These activities will help us to build
skill levels and development opportunities right across
the business well into the future.

Melbourne (Head Office)
233 Employees

117

116

Blackburn
14 Employees

6

Bendigo
7 Employees

8

1

Mobilising and inspiring our team to be
part of our journey
We want to make sure that every member of our team
understands how they can contribute when it comes
to achieving our overall strategic goals and our brand
promise. Indeed, helping to connect the team as to
why we are here and what we want to achieve in itself
is one of our strategic priorities. During the year we
launched our team-based Activate program to help us
fulfil this commitment.
Activate was developed by our team for our team.
The program itself aims to identify innovative ways
that each of our teams can increase the engagement
of our members in their financial journey so that they
“Get Super Active” and initiate steps to improve their
super outcomes. In late 2015, Brand Champions from
right across the business worked with leading edge
organisational strategists to develop the program.
Our entire leadership team was trained on how to
facilitate its delivery. We’re now in the process of
implementing Activate across every team in the
business. All of our team members will be measured
on how they implement the outcomes of Activate
through their performance plans. We think this will
help drive the success and outcomes we’re looking for.

6

Traralgon
5 Employees

4

1

Geelong
9 Employees

3

6

Champion and contributing to the development of
Activate was such a great experience. It allowed me
to engage right across the business to emphasise the
important but equal role that the investments team
plays in delivering on VicSuper’s goals. I also gained
really valuable insights into how we can collaborate
with teams right across the business, to deliver on our
broader goals and our promise to members. We plan
to collaborate with the Corporate Responsibility team
to implement Activate and I’m really looking forward
to seeing the new and innovative ideas and solutions
we come up with to help VicSuper achieve even
greater success”. Kevin Wan Lum, VicSuper’s Acting
Chief Investment Officer

“Delivering consistent financial returns through our
investment strategy is the most important strategic
priority for me as Acting CIO. Working as a Brand

VicSuper Annual Report 2016

49

DEVELOPING OUR PEOPLE AND CULTURE

Culture and engagement
Engaging our people and building a strong team culture
is crucial. To take stock of how our employees feel about
working for VicSuper we ask for feedback each year
through our VicSuper Voice survey. The last survey was
conducted in August 2015, and 80% of our team members
took part.
Through the survey we received an engagement score
of 67%. This was slightly lower than the score of 69%
in 2014, however a follow-up pulse check undertaken
in early 2016 showed that engagement had increased
to 72%. Follow up discussions indicated that this dip in
engagement score was linked to the implementation of
our core administration system Sonata. The whole business
worked tirelessly to deliver on the project. We’re also really
proud to report that the most recent pulse check showed
that 94% of our team members surveyed said that they are
proud to work for VicSuper, and 85% of our team would
recommend VicSuper as a great place to work.

Through the survey, our team indicated that they’re really
happy with the work-life balance that VicSuper provides.
They also felt involved in what we’re trying to achieve,
and they think we’re good at managing people. On the
other hand they’d like to see us improve how we measure
organisational performance, and how we provide
feedback and recognition. We’re looking forward to
seeing how the Activate program and the implementation
of My Career help improve these areas in the future.
The survey also helped us identify that being focused on
providing quality service is something we could improve
on. 2015 was spent implementing our new administration
platform and adapting processes. Now that this has
settled down, our member and employer servicing teams
are able to focus more of their effort on providing service
and support. At a team level, engagement action plans
are developed to help drive improvements. Our People
Committee also helps the business to engage across
teams to drive different improvement initiatives.
In late 2015 we ran a series of workshops for our team,
to identify the behaviours that underpin our five VicSuper
Values – Passion, Integrity, Innovation, Responsibility
and Community. We also facilitated workshops with our
leadership team in early 2016 to explore how these values
and behaviours should be used to demonstrate authentic
leadership. The outcome of these workshops was the
development of guidance for our leaders on our shared
expectations on what it takes to be a great leader.

94%

team members surveyed
said they are proud
to work for VicSuper
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Focusing on health and wellbeing
Our VicSuper Vitality program provides our
team members with a range of health and wellbeing
initiatives. Over the past year the program has included
complimentary flu vaccinations, skin checks, health checks
and massages. We’ve also encouraged our team to get
involved in a number of behaviour change programs
including the Fit4Work and Healthy4Life challenge,
healthy eating, and ergonomic “deskercise” sessions.
VicSuper Vitality is supported by online resources and
updates.

Reward and recognition

Making the experience great for
new starters
In 2016 we launched a new onboarding and induction
process. Before new team members start with
VicSuper, they’re given access to the My Career online
platform and encouraged to use it to help familiarise
themselves with who we are, our policies and what we
do. When they subsequently join our team, it’s already
a little familiar to them. They then take part in our
“Welcome to VicSuper” workshops, which consists of
three interactive sessions: Our Company, Our Culture,
and Our Brand.

“VicSuper’s onboarding process was really smooth and
easy. In comparison to other companies I’ve worked
for, VicSuper gave me all the information I needed
before I even started. This forward thinking really
helped me feel comfortable that I’d made the right
decision. Given I work in the digital field I was also
really impressed that the online tools were easy and
simple to use. I have a number of friends who manage
the induction process for other companies and I told
them that they should talk to VicSuper about what they
have done because the experience was fantastic”.
Katarina, VicSuper’s Senior Digital Marketing
Consultant

During the year, our People Committee launched a
new initiative with the support of our executive team to
recognise great achievements across the business. The
new Executive Award program recognises team members
who go above and beyond their role to help us achieve
our goals. We’ve had a great response to the award and
have received many worthy nominations for outstanding
performance. This quarterly award allows us to regularly
raise the profile of the amazing work that’s happening at
VicSuper and celebrate it with the entire team.

We’ve found that this has helped to make the transition
into working for VicSuper informative, interactive and
effective for our new starters.
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Governance, integrity and risk management
Back row left to right:
Merran Kelsall, Colin Long,
Christine Stewart,
Craig Cook, Antoinette Masiero
Front row left to right:
Wayne Kayler-Thomson,
Bruce C. Hartnett AM (Chair),
Bill Lyons (Deputy Chair)

The VicSuper Board of Directors
Our Board represents the highest level of governance at
VicSuper. Its responsibilities are outlined in our Corporate
Governance Policy and Board Charter. As the Corporate
Trustee of VicSuper Fund, our Board comprises eight
directors. Four of these directors are nominated by
organisations representing our members, and four are
nominated by organisations representing our employers.
To assist in assessing, reviewing and implementing its
responsibilities the Board has established a number of
committees.
During the year there were a number of changes to our
Board ensuring that it continues to evolve and develop
its skill base. In July 2015, we welcomed Antoinette
Masiero and in March 2016 we welcomed Merran Kelsall
to the Board. Both Antoinette and Merran bring a wide
range of industry knowledge and experience to the Board.
In January 2016, Stan Odachowski retired from the Board
and we would like to thank him for his valued contribution
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and oversight as Chair of the Audit, Compliance and
Risk Management Committee over the past four years.

Board committees

Members
as at 30 June 2016

Each year the performance of the Board and its
committees is reviewed either by the Chair or an
independent consultant, through a self-assessment and
interview process. This process assesses overall Board
performance and the performance of individual directors
as well as the committees. At present the Board is not
specifically measured against environmental or social
performance indicators.

Audit, Compliance &
Risk Management
Committee

Merran Kelsall (Chair)

Our Board has kept a watching brief on the evolving
discussion regarding fund governance and director
independence. Once confirmed, we will implement the
Federal Government’s governance reform requirements.
We’re committed to ensuring our Board is diverse and has
the right mix of skills to deliver on the long-term outcomes
that our members deserve.
Further details on the individual members of VicSuper’s
Board, the director selection process, and how our Board
manages conflicts of interest can be found on our website.

Craig Cook
Colin Long
Antoinette Masiero

Investment
Committee

Wayne Kayler-Thomson
(Chair)
Bill Lyons
Christine Stewart
Bruce Hartnett AM

Remuneration
Committee

Bill Lyons (Chair)
Bruce Hartnett AM
Christine Stewart
Wayne Kayler-Thomson

GOVERNANCE, INTEGRITY AND RISK MANAGEMENT

Ethics and integrity
A very important part of our overall corporate
responsibility lies with making sure our business activities
are carried out in a way that is ethical and respectful of our
brand integrity. We also expect the highest standards of
professional behaviour from the Trustee, Executive team,
our employees, and business partners. These expectations
are outlined in our Code of Conduct. All newcomers to our
team are provided with training on the code as part of
their induction process.
Raising awareness on how we manage fraud and
corruption risk was a key area of focus during the year.
At Board level, and the Audit Compliance and Risk
Management Committee, we provided detailed training
and facilitated extensive discussions with a particular
emphasis on cyber security. Each year we provide fraud
risk training to the Trustee. Seven out of the current eight
Board members attended training in July 201520. Further
fraud risk training is scheduled for October 2016 to ensure
all Board members are aware of current industry issues
and trends associated with fraud and corruption risk.
When new team members join VicSuper, they’re required
to complete a number of eLearning activities, including
modules on fraud and corruption. Training covers topics
including fraud awareness, ethics and privacy and antimoney laundering. All new employees hired during the
past year completed this training within their first 90 days
of employment.
During the year our eLearning activities were updated with
new training modules and content (including fraud) and
integrated into our new talent management system. Work
continues on the development of a recertification program
for existing team members as part of our Learning and
Development Framework and Roadmap.

Team members are also required to sign an Annual
Employee Declaration, which helps to highlight and
raise awareness of corruption risk and highlights our
expectations when it comes to ethical behaviour.
If any of our team members have concerns about
improper conduct, they’re encouraged to report this
behaviour with the support and protection of our
Whistleblower Protection Policy. The policy and
supporting procedures provide a confidential reporting
process through our Corporate Counsel. Alternatively,
employees are also able to raise concerns anonymously
through our independent ‘FairCall’ hotline. We had no
reports through either channel over the past year.

Risk management and compliance
Together, our Compliance and Risk Management
Frameworks and Code of Conduct help ensure that we
make informed, balanced and ethical business decisions.
Our company-wide Risk Management Framework outlines
our risk management systems and procedures. More
information on this Framework can be found on our
website.
Following a Australian Prudential Regulation Authority
(APRA) Prudential review, VicSuper’s Risk Management
Framework was uplifted and refined. The updated
framework seeks to create greater awareness of risk at
all levels of the organisation and embed risk awareness
into individual business unit processes. Business unit risk
registers have been updated in alignment with our
strategic objectives, risk profile and risk appetite. The
framework supports a holistic and forward-looking
approach to risk management throughout the Fund.
A list of strategic business risks and opportunities can be
found in the table on page 16. Our Board and Executive
team monitor performance against these risks and
compliance with laws and regulations on a regular basis.
Over the past year we had no issues of critical concern21
requiring escalation to the Board.

Managing our environmental
and social impacts
The Board oversees how we manage the social and
environmental impacts of our business and our
investments. They work closely with our CEO,
executive and the Corporate Responsibility team
on initiatives that help to manage our social and
environmental risks and opportunities.
The Board is provided with relevant updates
relating to specific environmental and social
issues via Board papers and presentations. Over
the past year, the Board has received a number of
reports relating to the impact of climate change on
investments and responsible investment options. In
April 2016 the Board also participated in a half day
climate change session facilitated by the Ethics
Centre.
During the year the Board endorsed our new
Corporate Responsibility Commitments. These
Commitments provide an overview of what
corporate responsibility means to VicSuper and
the issues we intend to focus our efforts on. The
Corporate Responsibility Commitments replace
the previous Sustainability Charter. For more
information see page 17.

20 Merran Kelsall joined the Board in March 2016
21 VicSuper defines a critical concern as a potential event or situation that may
significantly impact the Fund’s ability to deliver on its strategic priorities or
impact it’s management of key risks and opportunities.

VicSuper Annual Report 2016

53

GOVERNANCE, INTEGRITY AND RISK MANAGEMENT

VicSuper holds an Australian Financial Services Licence
(AFSL) and a Registrable Superannuation Entity (RSE)
Licence, meaning we’re required to meet a wide range
of licence obligations. We’re also required to report
significant or likely significant breaches of regulations
and licence conditions to the regulators.
In December 2015 a breach was reported to the regulators
(ASIC and APRA), as a small proportion of members did
not receive their benefit statements within six months
after the end of the reporting period to which the
statement related22. We’ve now put processes in place
to try and avoid further breaches associated with benefit
statement delays.
In May 2016 the regulators were notified of a potential
breach associated with insurance cover. An investigation
is currently under way into this potential breach to
determine the extent of the impact on members and the
Fund, as well as actions required to appropriately address
this issue.
We received no significant fines or non-monetary
sanctions for non-compliance with laws and regulations
during the year. There were also no incidents of noncompliance with regulations and voluntary codes
concerning product and service information and
disclosures.
We undertake internal compliance training on a regular
basis. Over the next year we will be implementing
extensive risk training to further strengthen the risk
culture we want to achieve across the organisation.
Employees who provide financial advice also receive
additional, ongoing training in alignment with the
requirements outlined in our AFSL implementation
framework.

Privacy
Maintaining the privacy of our members’ information and
data is important to us. Our privacy obligations, outlined
in the Privacy Statement on our website, are detailed in
our Privacy Policy. During the year, we did not receive any
substantiated complaints23 regarding breaches of
customer privacy or losses of customer data.

Member complaints and concerns
We have a dedicated member services and in-house
legal team to help us manage complaints and concerns
received from members. Over the past year we received
151 complaints directly from members. Most of these
were related to the impact of account keeping fees and
insurance premium deductions on small account balances.

Data management framework

We also received 37 complaints from members through
the Superannuation Complaints Tribunal, the County
Court and the Financial Ombudsman Service. The majority
of complaints lodged with these external parties were
related to insurance. VicSuper takes these complaints
seriously and we are working to resolve these issues.

At the end of June 2015 the Board approved VicSuper’s
Data Management Framework. The framework contains
a set of standards, policies, guidelines and procedures to
ensure our information and member data is managed in
a secure, structured and consistent manner. It will also
enhance compliance with current and anticipated APRA
Prudential standards and Practice Guides and relevant
Privacy legislation.
The Data Management Framework is integrated with two
other key business frameworks, the Risk Management
Framework and Information Security Framework, to
support its implementation.
Information security framework
The Information Security Framework is a set of policies,
processes and standards which govern VicSuper’s
information security activities. The framework is integrated
with the Data Management Framework to govern
information handling and further ensure alignment with
legal and regulatory requirements. The framework helps
VicSuper apply good security practices to both member
and organisational information.

In addition to member complaints we also received over
190 emails, online queries and letters from members
concerned about our investment approach to climate
change and other social and environmental issues. More
information on how we’re responding to climate change
in particular is presented on page 33 of this report.
Indemnity insurance
We have a professional indemnity insurance policy in
place to indemnify (subject to limited exceptions) the
VicSuper Trustee and Directors, the Fund, officers and
employees against financial loss resulting from claims
made against them.
Remuneration
We have openly and transparently disclosed Board and
Executive remuneration information to our stakeholders
for a number of years. This information is displayed on our
website each year. Our Board Remuneration Committee
works with the business to ensure that we adopt best
practice remuneration principles across VicSuper.
22 The members concerned represented less than 0.6% of VicSuper’s total
membership.
23 Substantiated complaints are written statements by regulatory or similar
official body addressed to the Fund that identifies breaches of customer
privacy, or a complaint lodged with the Fund that has been recognised as
legitimate.
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VicSuper’s strategic risks and controls
Key risks

Risk description

Operational controls*

Strategic planning

Inappropriate strategic plan or inability to successfully
implement the strategies

• Trustee-approved strategic plan and annual business plan
• Monitoring and reporting of performance to the Trustee
• Marketing & Brand Strategy, Member Channel Strategy, Product Strategy,
Insurance Management Framework, Communication Plan
• Project Guidelines and regular major projects review

Fund governance processes

Trustee’s decisions, powers and responsibilities
are not exercised in the best interest of members
and beneficiaries

•
•
•
•
•
•

Governance Framework
Compliance and Risk Management Framework and Strategy
Audit, Compliance and Risk Management Committee meetings
Conflicts Management Framework
Complaints and whistleblower reporting processes
Professional indemnity insurance

Compliance and
risk management

Non-compliance with applicable legislation and
regulatory requirements

•
•
•
•
•

Compliance and Risk Management Framework and Strategy
Business Continuity Management plans and processes
Internal and external audit and assurance
Legislative Committee and monitoring of changes on a daily basis
Compliance and risk management reporting

Administration processes

Poor administration of member and/or
employer requests

•
•
•
•
•

Training and development plans
Business unit risk and control registers
Strategic and operating procedures
Business Continuity Management plans and processes and disaster recovery plans
Data Governance Framework and IT security procedures

Outsourcing providers

A failure by an outsourced provider affects
VicSuper’s ability to provide service to members effectively
or efficiently

•
•
•
•

Trustee-approved Outsourcing Policy
Business case, due diligence processes and internal audit review
Regular monitoring of key outsourced providers
Contract Review and Update

Fraud and misconduct

Material fraud, theft or misconduct by internal or
external sources.

•
•
•
•
•

Trustee-approved Code of Conduct and disciplinary procedures
Transaction monitoring system
Fraud Control Plan and training
Ongoing Police and bankruptcy checks
Whistleblower processes, monitoring and reporting to Trustee

VicSuper Annual Report 2016

55

GOVERNANCE, INTEGRITY AND RISK MANAGEMENT

VicSuper’s strategic risks and controls (continued)
Key risks

Risk description

Operational controls*

Financial management

Failure of financial management and reporting practices

•
•
•
•

Custodian asset management and tax management processes
Scenario planning, financial planning and operational budgeting
Internal and external audit and assurance
Monthly performance reporting to the Trustee

Financial advice

Provision of inappropriate or unauthorised advice

•
•
•
•
•

AFSL Implementation Framework
Financial Planning Compliance Committee
Technical Training Committee and training programs.
Breach, incident and complaints monitoring
Compliance review and sign off procedures

Information technology

Information systems supporting key business processes are • IT Strategy
not available, secure or lack the capacity to support business • Monitoring of system performance and services
needs
• Network and physical security measures
• Change management and system testing procedures
• Disaster recovery processes and annual testing and reporting to the Trustee

Liquidity management

Inability to meet operating obligations or liabilities as they
arise due to insufficient cash-flow and/or liquid assets

•
•
•
•

Liquidity management policy and processes
Semi-annual stress testing reviewed by the Trustee
Valuation and Unit Pricing Policy and processes
Custodian compliance certificates and external audit

People and culture

Inability to recruit or retain appropriately qualified or
experienced employees to operate the Fund

•
•
•
•

Security, emergency, crisis communication and OHS policies and processes
People and Culture strategy and policies
Performance measurement and engagement survey
Remuneration review and succession planning

Investment Management

Inability to achieve VicSuper’s investment objectives

•
•
•
•
•
•

Trustee-approved Investment Strategy and objectives
Investment committee
Trustee approved Investment Governance Framework
Investment management agreements and custodian monitoring
Monthly investment performance reporting to the Trustee
Investment risk monitoring and reporting

Insurance

Insurer may fail or a claim may be rejected fully or in part due • Trustee approved Insurance Management Framework
to inadequate coverage or mismatch
• Complaints management process managed by the Legal team with regular
reporting to the Trustee
• Member insurance related legal actions will be indemnified by AMP

*A selection of controls has been presented
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Important information
Scope and boundary

Significant events and restatements

The scope of this report is limited to the operations of
VicSuper Pty Ltd as Trustee for the VicSuper Fund, the
assets and management of the VicSuper Fund and the
wholly-owned subsidiary VicSuper Ecosystem Services
Pty Ltd. VicSuper has no joint ventures or other
subsidiaries to report on.

A list of significant events impacting VicSuper during the
reporting period can be found on our website. No material
restatements of information have been made regarding
the content of previous reports.

Standards and guidelines
This report has been written to a comprehensive level
under the Global Reporting Initiative G4 Guidelines. It also
tests many of the principles in the Integrated Reporting
Framework. We used both of these frameworks to guide
our materiality assessment and more information on this
process can be found on our website. A navigation index
outlining how we have applied the Global Reporting
Initiative G4 Guidelines, the Integrated Reporting
Framework and Principles for Responsible Investment
can also be accessed on our website.
Each VicSuper executive provided input and reviewed the
full report. VicSuper’s CEO approved the Annual Report
on 19 September 2016 and the VicSuper Board endorsed
the report on 29 September 2016.

Assurance
Deloitte was engaged to undertake assurance over
the material financial and non-financial content of this
report. Assurance was undertaken in accordance with
the ASAE 3000 Assurance Standard and the assurance
statement and findings are presented to VicSuper’s
Audit and Risk Committee and the Board prior to the
publication of the report.
A full copy of Deloitte’s assurance statement can be
found on our website.

Important information and disclaimer
The information contained in this report 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 publication does not take
into account your financial situation, objectives or needs.
VicSuper recommends you seek professional advice for
your own circumstances. Visit vicsuper.com.au and obtain
a copy of the relevant Product Disclosure Statement.
You should consider this document in deciding whether
VicSuper is right for you. You can contact VicSuper to
make an appointment to see one of our VicSuper
representatives.
VicSuper Pty Ltd ABN 69 087 619 412 (‘VicSuper’) is the
Trustee of VicSuper Fund ABN 85 977 964 496. The
Trustee holds an Australian Financial Services Licence
(AFSL 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 providing financial product
advice on VicSuper products; ESSSuper - Revised, New,
SERB and Transport Schemes; providing advice on
whether a member should consolidate or roll over their
superannuation holdings (excluding personal advice on
self-managed superannuation funds) into VicSuper; and
general superannuation matters.

® Registered to BPAY Pty Ltd. ABN 69 079 137 518
© 2015 VicSuper Pty Ltd. All rights reserved. No part of this information sheet,
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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View this report on our website:
vicsuper.com.au/reports
Call our Member Centre:
1300 366 216 and speak to a VicSuper superannuation
consultant between 8.30am and 5pm, Monday to Friday
Visit us:
Bendigo | Blackburn | Geelong | Melbourne CBD | Traralgon
Monday to Friday 8.30am to 5pm
To make an appointment to see a VicSuper financial planner:
visit vicsuper.com.au
or call 1300 366 216
Write to us:
VicSuper, GPO Box 89, Melbourne VIC 3001

