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Kate, employer services
VicSuper’s community grows each year.
We now have 255,000 members and
almost 15,000 active employers, looked
after by 185 employees – like Kate,
who in her role as team leader helps
employers to meet their obligations.
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About this report
This report is a summary of
VicSuper’s business; it presents
our sustainability strategy,
2009/10 performance, and
future commitments.

We’re pleased to provide you with the
VicSuper Performance Report 2010. It
covers the activities of VicSuper Pty Ltd
(VicSuper) as Trustee of VicSuper Fund,
the performance of the Fund for the year
ended 30 June 2010, and the way in which
we’re building a sustainable super fund.
In the past, members received a Member
Report with their Annual Benefit Statement.
VicSuper also produced a Sustainability
Report on our organisation’s economic,
environmental and social performance.
Commencing this year we decided to
rename VicSuper’s Sustainability Report
as the VicSuper Performance Report, and
to combine the previous summary version
with VicSuper’s annual Member Report.
Our reason for doing this is that
sustainability is mainstream at VicSuper.
We’re integrating it into our decision
support systems, and it is front and centre
in our culture. Combining VicSuper’s two
previous annual reports is an important step
in our journey to build a sustainable super
fund. The full VicSuper Performance Report
will be available online from 1 October
2010 at report2010.vicsuper.com.au

To view important information required
to be provided to you as a member
of VicSuper Fund, please refer to the
following pages in this report:
>
>
>

Investment returns – pages 22-28
Governance – pages 13-16
Financials – pages 39-41

VicSuper’s previous sustainability reports
are available via our website, and also
in summary form as printed reports and
downloadable PDFs.

Feedback
We welcome your feedback about this
report. Please call our Member Centre
on toll free 1300 366 216 or email
sustainability@vicsuper.com.au

Assurance
Non-financial data and information in this
report has been independently assured by
Net Balance Management Group (NBMG)
Australia. To view NBMG Australia’s Concise
Assurance Statement, refer to page 5.
At the time of publication, Deloitte
Touche Thomatsu was in the process of
independently auditing VicSuper’s financial
information. For details about the scope
and outcomes of its assurance, please refer
to the assurance and statutory section of
the full report from 1 October 2010.

Global Reporting Initiative
VicSuper’s full performance report is
prepared using the Global Reporting
Initiative (GRI) Guidelines – which is
a framework that sets out economic,
environmental and social indicators for
organisations to report against.
As per VicSuper’s seven previous
sustainability reports, the full VicSuper
Performance Report will apply the GRI
reporting framework to the highest level
available – which means that we report
against all GRI standard disclosures and
relevant indicators. The highest level
available is A+. We also use indicators
from the GRI Financial Services Sector
Supplement (2008) and the United Nations
Principles for Responsible Investment.
VicSuper’s full report will represent a
balanced and reasonable presentation of
our organisation’s economic, environmental
and social performance.

About VicSuper and VicSuper Fund
VicSuper Pty Ltd (VicSuper) is
the Trustee and administrator of
VicSuper Fund – a Victorian-based
public offer superannuation fund.
We offer superannuation plans to
cater for people from the start of
their working lives through to and
throughout their retirement years.

We also provide advice and comprehensive
education programs at no charge.
Any individual in Australia can become
a member of VicSuper Fund. Any employer
in Australia can also choose to pay
superannuation contributions into VicSuper
Fund on behalf of their employees.
VicSuper owns the assets of VicSuper Fund
on behalf of VicSuper Fund members.
More information on our superannuation
plans, advice and education programs
can be found on the VicSuper website –
please visit vicsuper.com.au

At a glance – at 30 June 2010
Net assets

$7.201 billion

Members

255,768

Employers

14,930

VicSuper
employees

185

Advice centres

Bendigo
Blackburn
Geelong
Melbourne
Traralgon
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Chairperson and Chief Executive introduction

Now more than ever is the time
for government and business to
change mindsets and practices
and integrate sustainability
considerations into business
regulation, strategy, operation
and measurement of results to
maximise long-term economic
value creation.

We all breathed a sigh of relief in 2009/10
when the global economy began to recover
from the financial crisis – which had
negatively impacted economic activity and
investment markets around the world in
2008 and early 2009.
The outcome for members was positive,
with all of VicSuper’s seven investment
options providing good returns. It also
meant that those options with a higher
allocation to listed equities (or company
shares) exceeded their long-term
investment objectives during the year.
To view VicSuper’s 2009/10 investment
performance, please refer to pages 22-28.
After the worst financial crisis in more
than 70 years, triggered by excess
mortgage lending to low-income
households in the United States, the
central banks and governments of
the world’s largest economies moved
quickly to support the banking sector
and stimulate economic growth.
While this action was successful in
kick-starting economic growth, which
for many countries had shifted into
recession, it is clear that the global
recovery still has some way to go.

What is not clear is whether this recovery
will be sustainable under ‘business as
usual’. Will market regulators and business
continue with current practices and
mindsets and risk another financial crisis,
or will governments and corporations learn
from the crisis and those that preceded it
in 2000-2001 and the 1990s and redesign
the way business works?
The recent global financial crisis had its
origins in the short-term outlook of the
markets. History is showing that if business
focuses only on meeting quarterly earnings
for short-term share price targets it’s more
likely to maximise short-term returns at the
expense of the environment and the longterm best interests of society.
As business depends on ecosystem
services – for example, fresh water, a safe
climate, food and fibre provided by nature
– as well as the skills and innovation of
people, any environmental degradation
or underutilisation of human prowess will
ultimately limit the capacity of business to
generate wealth and wellbeing.
VicSuper has recognised for some time the
inter-connectedness of the environment,
society and corporate governance (ESG)
structures of our system of economic
production, distribution and exchange. We
have observed that when ESG factors are
integrated into business strategy, risk and
opportunity assessment, organisational
structure and culture, and measurement
of results, delivery of optimal long-term
performance is enhanced.
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It’s one reason why we decided to
combine our previous summary version
of the VicSuper Sustainability Report with
our annual Member Report, to form this
VicSuper Performance Report.

It’s an approach which has kept VicSuper
strong and stable during this recent
period of global uncertainty, and led our
investment performance to compare
favourably with other funds.

Sustainability is mainstream at VicSuper and
we’re incorporating it into everything we do.

During 2009/10, VicSuper’s total net
assets (which are the retirement savings
our members entrust to us) increased to
more than $7 billion – equalling a growth
rate of 23% per annum since VicSuper
Fund became a regulated fund open to any
employer in 1999. VicSuper’s membership
also increased to over 255,000, while
almost 15,000 employers – more than ever
before – contribute to VicSuper on behalf of
their employees.

Later this year, we’ll announce the next
step on our sustainability journey, which
will extend sustainability investing deeper
into our core listed equities, property and
infrastructure assets and fixed interest
portfolio, with the potential for higher
returns and a lower carbon footprint.
In January 2010 we published the third
edition of the VicSuper Carbon Count
– a report on the carbon emissions of
Australia’s 200 largest listed companies.
This report provides an indication of a
company’s dependency on carbon for their
revenues. Importantly, this research has
helped us to better understand the financial
implications of pricing carbon.
For the third consecutive year, VicSuper
has reported on your Annual Benefit
Statement the estimated carbon footprint
for the portion of your balance invested
in listed equities throughout the year.
It also for the first time includes a portion
of private equity and property assets.
As we can’t manage and reduce what
we don’t measure, VicSuper will continue
to publish your super’s carbon footprint
each year. This is an example of how
VicSuper’s sustainability approach provides
a broader perspective, helping to identify
long-term risks and opportunities.

For a summary of VicSuper’s 2009/10
performance – and how it compares to
previous years – please refer to pages
6 and 7 of this report.
As VicSuper has grown, demand for our
services has increased. In 2009/10,
VicSuper’s superannuation advisers met
more people one-on-one about their
individual needs and visited more Victorian
workplaces to talk about retirement planning.
We also enhanced the educational content
available on the VicSuper website. It now
includes short videos and booklets on
retirement planning concepts. By making
sense of concepts such as figuring out how
much super you’ll need for your future,
simple ways to grow your super savings,
and how to make the transition from the
workforce into retirement, we aim to help
people feel confident about taking effective
action for their own situation and needs.

In terms of VicSuper’s operations, the
steps we’ve taken to reduce our resource
use and environmental impact are evident
in our performance. Paper and electricity
use continue to trend downwards, which
in turn has lowered our operating costs in
relation to service delivery.
Paper use has decreased in part through
the provision of more services online –
including this report which is also available
as a small website (www.report2010.
vicsuper.com.au). We did this instead of
printing and posting a 48-page report to
more than 255,000 members.
Of course, if you wish to receive a
hard copy free of charge, please call
VicSuper’s Member Centre on toll free
1300 366 216. We’re more than happy
to provide you with one.
We hope you find in this report the
information you need to assess
VicSuper’s 2009/10 performance. It
explains how we’re building a sustainable
super fund, and also sets out VicSuper’s
commitments for 2010/11.
We thank you, our members, for another
year of confidence and support, and
look forward to your continued relationship
with VicSuper.

Barbra Norris
Chairperson

Bob Welsh
Chief Executive
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Building a sustainable super fund

As a superannuation provider,
VicSuper’s purpose is to
help people prepare for and
meet their income needs in
later life by making sense of
their superannuation.

Our purpose drives everything we do; it’s
the reason we exist.
Ultimately, it means providing the best
possible investment returns (depending
upon each member’s risk preference) for a
low cost, along with all the help and tools
our members need for their super.

VicSuper’s approach
We invest our members’ savings in order
to earn investment returns. Over the long
term, their superannuation balance should
grow through a mix of these returns, regular
super contributions, and tax concessions.
It is how most super funds operate; so how
is VicSuper any different?
VicSuper’s difference is in our focus
on member and employer advice and
education, and in the way we invest –
which we believe will lead to higher
investment returns over the long term,
for the amount of risk an individual is
prepared to assume for their savings.
We operate and invest based on economic,
social and environmental considerations,
with less emphasis placed on short-term
financial considerations. This approach
provides a broader perspective, helping to
identify those challenges and opportunities
that will benefit our members the most,
both now and in the future.
In a rapidly changing world, issues including
climate change, energy production, water
scarcity and an ageing population will not
only affect our daily lives – but also the
ability of companies to generate cash flows
and long-term shareholder value.

Sustainability investing
All companies and managers of investment
assets face sustainability challenges. The
way in which they respond will determine
their ability to remain competitive, sustain
earnings and increase shareholder value.
To select, retain and realise an investment,
VicSuper considers a combination of
economic, environmental, social and
governance performance – and the
likely effect this performance will have
on long-term investment profitability.

VicSuper’s seven strategies
Our approach to building a sustainable super
fund is based around seven key strategies:
>
>
>
>
>
>
>

Deliver value
Foster effective partnerships
Maintain sound governance and
accountability
Attract, develop and retain great people
Invest for the long term
Continue financial stability and growth
Minimise our environmental impact

These strategies are further defined in this
report. Under each strategy, we list our
2009/10 financial year commitments and
track our performance against them.

VicSuper’s philosophy
Behind our sustainability approach is a
common sense business philosophy.
We believe that a viable global economy
depends upon a sustainable supply of
natural resources, healthy environments,
productive workforces and cohesive
societies. Without these things, companies
and other investment assets won’t be able
to generate cash flows and profits over the
long-term in order to provide investment
returns for super fund members.

Brendan, IT
VicSuper’s services are available
online, saving time, resources
and ultimately cost for the
benefit of members. It also keeps
Brendan in IT busy everyday.
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Objectives of this report
VicSuper’s aim for performance reporting
has been the same since we began in
2004 with our first sustainability report –
which was also the first sustainability report
published by a superannuation or pension
fund anywhere in the world.
Our objectives for this report are to:
>

>

>

>

provide information and data
for members, employers and
other stakeholders relating to the
management, financial condition
and investment performance of
VicSuper Fund
explain to VicSuper’s stakeholders
why VicSuper adopts sustainability
as its central operating principle, and
how it’s relevant to superannuation
report on VicSuper’s annual
performance in each key area
for building a sustainable
superannuation fund, and
identify VicSuper’s commitments
for the coming financial year.

Please note, this report is a combination of
two previous reports – the annual Member
Report and the summary version of the
VicSuper Sustainability Report. For more
details, please refer to page 1.

Independent Concise Assurance Statement

To the Board of Directors, management and stakeholders of VicSuper Pty Ltd:
VicSuper Pty Ltd (VicSuper) commissioned Net Balance Management Group Pty Ltd
(Net Balance) to provide independent assurance of the sustainability performance
information within its 2010 Concise and Full Performance Reports (the ‘Performance
Reports’). The Performance Reports were prepared by VicSuper. Net Balance’s
responsibility is to the Board and management of VicSuper alone. This statement
provides a brief summary of assurance outcomes relating to the Concise Report (the
‘Report’). A full assurance statement which relates to the Performance Reports will be
available from 1 October 2010 at report2010.vicsuper.com.au
A Type 2 moderate level of assurance was provided, with the exception of greenhouse
gas emission information, for which a high level of assurance was provided. The
assurance engagement was conducted in accordance with the AA1000 Assurance
Standard (AA1000AS 2008). This included:
•

evaluation of VicSuper’s adherence to the AA1000 AccountAbility Principles (2008)
of Inclusivity, Materiality and Responsiveness, and

•

review of the accuracy and quality of reported information.

Overall, it is Net Balance’s opinion that the information presented within the Report
is a fair, accurate and reliable account of VicSuper’s sustainability performance during
the 2009/10 financial year. To help ensure that VicSuper continues to improve, Net
Balance has identified a number of recommendations which have been provided to
VicSuper management in a detailed report.
On behalf of the assurance team
17 August 2010
Melbourne, Australia

Terence Jeyaretnam, FIEAust
Director, Net Balance & Lead CSAP (IRCA UK)
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Performance summary

Average member account balance ($)

Voluntary member contributions ($’000)

28,027
25,803 25,826

848,807

24,434

Net market value of investments ($ million)

896,161

7,171
5,938

20,128

661,713

06/07

07/08 08/09

09/10

Note: Average balance figures reflect VicSuper’s entire
membership, including members in both the saving and
pension phases of super. Average member balances
according to each superannuation plan will be set out in
the full VicSuper Performance Report 2010.

05/06

6,050

07/08

08/09

628,528
4,316

530,702

05/06

6,130

06/07

07/08

08/09

05/06

09/10

06/07

09/10

Note: Voluntary member super contributions in the
above graph are made-up of salary sacrifice, personal
and self employed super contributions, as well as
rollovers or transfers from other superannuation funds.

Deliver value

2005/06

2006/07

2007/08

2008/09

2009/10

3,609

4,495

6,022

6,560

7,516

727

954

1,074

1,109

1,445

Attendance at public and workplace seminars

13,542

17,759

17,708

14,952

16,522

VicSuper Scheme members with insurance

56.7%

57.8%

55.9%

57.6%

60.7%

Number of personal advice interviews
Number of public and workplace seminars

Attendance at employer seminars
Foster effective partnerships
Top 100 suppliers engaged on sustainability
Maintain sound governance and accountability
Compliments
Complaints
Attract, develop and retain great people
Females in senior management roles
Sick days taken per VicSuper employee

420
2005/06
2005/06

1,153
2006/07
2006/07

449

513

474

2007/08

2008/09

2009/10

67.4%

79.4%

83.1%

2007/08

2008/09

2009/10

-

274

364

329

448

41

21

24

45

39

2005/06

2006/07

2007/08

2008/09

2009/10

42%

44%

48%

40%

37%

3.9

4.1

3.4

5.5

4.3

Please note the following:
– No compliment data is available for the 2005/06 financial year
– The definition of a VicSuper employee covers permanent, temporary and casual positions, and employees currently on leave with and without pay
– Senior management roles at VicSuper are managers and executives
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VicSuper employee engagement (%)

Total paper use A4 sheets equivalent (‘000)

VicSuper Pty Ltd greenhouse gas
emissions summary (t CO2-e)
Scope 1
Scope 2

65
15,024

58

649.6
592.2

15,627 15,300

546.4
12,170
11,158

101.4
05/06

06/07

07/08

08/09

09/10

05/06

06/07 07/08

08/09

VicSuper’s 2008/09 overall engagement of 65% placed
it in the ‘Best Employers’ range for Australian and New
Zealand companies, according to Hewitt Associate’s
annual Best Employer Research.

Growth Option (default option) annual net earning rate*
Investment income ($000)
Investments with formal sustainability integration

05/06

06/07

78.3

07/08 08/09 09/10

Note: Greenhouse gas emissions are categorised as:
– Scope 1: direct consumption of fuel and energy
– Scope 2: indirect emissions associated with electricity
use; these emissions come from the
generation of electricity such as the burning
of fuels at power stations.

Note: VicSuper’s employee engagement survey was
first conducted in 2007/08, and although it was not
conducted in 2009/10, it will continue to be run on a
regular basis. It is a commitment for 2010/11.

Invest for the long term

09/10

87.3

2005/06

2006/07

2007/08

2008/09

2009/10

16.02%

17.18%

-7.83%

-16.99%

8.83%

$528,495

$755,700

-$417,003

-$775,504

$491,343

15.2%

15.2%

14.7%

17.4%

18%

Continue financial stability and growth

2005/06

2006/07

2007/08

2008/09

2009/10

Number of VicSuper Fund members

211,300

224,747

237,852

249,594

255,768

Number of employers (active) contributing to VicSuper Fund

7,152

8,776

13,143

14,367

14,930

Revenue from all super contributions including rollovers ($000)

$873,082

$1,238,384

$1,329,703

$1,154,803

$1,185,466

Minimise environmental impact

2005/06

2006/07

2007/08

2008/09

2009/10

2,755

3,013

3,018

2,551

2,440

11,248

8,774

8,080

6,556

5,504

Electricity use per VicSuper employee (kWh pa)
A4 copy paper used per VicSuper employee (sheets)

* T he annual net earning rate for the Growth Option is for VicSuper Scheme and VicSuper Beneficiary Account, both of which include investment tax; investment tax is not included in
the pension phase of super, which means annual net earning rates for VicSuper Pensions are different; for full details on VicSuper’s Growth Option please refer to page 26 of this report.
Past investment performance is not a reliable indicator of future investment performance
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News in super

Learn more about super and
retirement planning
To help make sense of superannuation,
VicSuper offers a range of educational
resources through the VicSuper website,
including interactive calculators, online
videos and booklets. Booklet topics include
retirement planning, how much super is
enough, and simple ways to grow super.

Growth of VicSuper’s
membership and investments
At 30 June 2010, member assets had
increased to over $7 billion, largely due to
continued voluntary member contributions
and positive investment returns following
the recovery of global investment markets.
VicSuper’s membership also rose to
above 255,000, while more than 14,930
employers now make super contributions
to VicSuper on behalf of their employees.

VicSuper’s investments
VicSuper Chief Investment Officer
In April 2010, Oscar Fabian was appointed
as VicSuper’s Chief Investment Officer –
a newly created executive role responsible
for the investment of member assets.
Oscar joined VicSuper from State Super
Financial Services in NSW, and has enjoyed
a distinguished career in investments.

ACF’s Just Add Water campaign
In a groundbreaking deal, VicSuper
facilitated the purchase and transfer of
400 million litres of water to the Australian
Conservation Foundation (ACF) for its ‘Just
Add Water’ campaign. The water is helping
to restore the health of wetlands in the
northern Victorian Hattah Lakes.
In return, VicSuper members received a fee
which has contributed to investment returns
from the property asset class.
The deal between VicSuper and the ACF is
thought to be Australia’s first environmental
water product providing returns to investors.

VicSuper Carbon Count Report

New investment objectives

In January 2010, VicSuper released its
third annual VicSuper Carbon Count
Report – to better facilitate understanding
of the financial implications of pricing
carbon. Carbon emissions are a significant
investment issue for super fund members,
and this ongoing research is helping
us to better understand how individual
investments may be affected. It’s part
of VicSuper’s broader strategy to reduce
exposure to future carbon costs.

VicSuper’s rolling 10-year investment
objectives for both the Equity Growth
Option and Equity Growth Sustainability
Option changed on 1 July 2010. To view
the new investment objectives, please refer
to pages 27 and 28 of this report.

Strategic asset allocation
Changes to VicSuper’s strategic asset
allocation took effect on 1 July 2010:
>

>

A percentage of property has been
reallocated to fixed interest investments,
affecting each investment option
with an allocation to these asset
classes (Capital Secure, Capital Stable,
Balanced and Growth).
Listed equities and private equity was
re-allocated 35% to Australian and
65% to international.

Please note, VicSuper’s actual and strategic
allocation may differ on occasions. It is
VicSuper’s intention, however, to maintain
an actual allocation as close as possible to
the strategic allocation.
To view the exact strategic asset allocations
for each option, please refer to page 29.

Cash deposit guarantee
In December 2009, VicSuper removed
members’ cash investments from the
Government-guaranteed deposit investment
scheme. Soon after that, the Government
removed the ‘guarantee’ status from certain
investments as global investment conditions
improved.

Insurance – option to transfer
from other super funds
VicSuper members can now apply to
transfer their current death and disability
cover with other superannuation funds to
VicSuper. Conditions apply. For full details,
please call VicSuper’s Member Centre on
toll free 1300 366 216.

Government co-contribution
The 100% matching rate for the
Government co-contribution initiative will
be maintained. It had been announced
that the original rate of 150% would be
reinstated, however this will no longer be
the case. This decision was made by the
Federal Government in April 2010.

VicSuper Performance Report 2010

VicSuper Murray Marathon

VicSuper’s Pencil Project

VicSuper is the major sponsor of the
Murray Marathon, an iconic event held
on the Murray River between Yarrawonga
and Swan Hill each year. It is a 404km,
flat-water race along the river, held from
Boxing Day to New Year’s Eve.

Over three years ago, more than one
million pencils, crayons, erasers, sharpeners
and rulers were collected by the VicSuper
community, to help bring education to
the lives of thousands of disadvantaged
children in Zimbabwe.

It promotes healthy and active lifestyles,
and supports local communities in the
region. The 2009 event was a tremendous
success, with over 750 paddlers and
support crews totalling 3,000 people.

Unfortunately, progress was slow; it took
more than two years for donations to finally
arrive in Zimbabwe. After being shipped
from Australia in late 2007, the donations
made their way to Zimbabwe via South
Africa in November 2009.

VicSuper Pensions payment
frequency – new options

We’re now pleased to report that 20
Zimbabwean schools – comprising more
than 10,000 students – have received your
donations. We hope these educational
resources will go some way to breaking the
cycle of poverty and destitution.

VicSuper Pension members can now
receive their pension payments twice
monthly, offering further control and
flexibility over how their super savings are
received. Members can also receive their
pension payments on the 15th day and/or
the last business day of the month.

The project’s amazing success was thanks
to hundreds of donations from the wider
VicSuper community – including many
Victorian students and teachers.
We’d again like to thank all those members,
employers, VicSuper employees and their
families who supported the project, along
with Rotary District 9810 which ensured
the safe transportation and delivery of all
donated items to Zimbabwe.

Exclusive partnership deals for
VicSuper members
A VicSuper membership provides
access to a range of partnership deals
from VicSuper’s partner organisations.
Current deals include discounted travel
from Intrepid Travel, low cost home
loans from MembersEquity Bank, and
savings on car hire from Flexicar.
To see the deals currently on offer from
VicSuper’s partner organisations, please visit
vicsuper.com.au/partnership

VicSuper’s seminar program
To help people make sense of
superannuation and retirement planning,
VicSuper offers a range of educational
seminars on topics, including:
>
>
>
>
>
>

Building your super
Super and retirement planning
for women
About to retire and need
help preparing?
Transition to retirement
Understanding retirement
income streams
Retirement planning options for
ESSS members.

Seminars are provided at no charge and
are available throughout metropolitan
Melbourne and regional Victoria. To register,
please visit vicsuper.com.au/seminars

Rachelle, superannuation advice
Expert advice on super is available
to everyone. Last year, over 7,500
people met with a VicSuper adviser,
like Rachelle in our Melbourne team.
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Government reviews into tax and superannuation
During the 2009/10 financial year, two significant reviews of Australia’s superannuation
and taxation systems were conducted – the Cooper Review, which looked at the structure,
operation and efficiency of superannuation; and the Henry Review, which looked at the
future of Australia’s taxation system including superannuation.

Cooper Review
Chaired by Jeremy Cooper, this review made two significant recommendations for
Australia’s future super system – MySuper and SuperStream. MySuper is proposed to be
a universal default super product for working Australians. SuperStream is a package of
measures designed to improve the efficiency of ‘back office’ superannuation administration
of many super funds through electronic records, improved processes for super transactions
and greater data accuracy and integrity. As part of these measures, employers would be
required to provide information to super funds electronically – which many do already.
Both MySuper and SuperStream are aimed at reducing the overall cost of super for many
Australians. Any recommendations which the Federal Government chooses to accept must
be passed in Parliament before becoming legislation.
The review’s findings, however, do reflect VicSuper’s current approach:
>

>

We provide a super plan similar to MySuper; it’s called VicSuper Scheme, and is
the default super plan for employees of VicSuper participating employers. To help
members save and invest for their future income needs, VicSuper Scheme is low cost;
offers a default investment option with a high allocation to growth assets; and provides
automatic death and disability cover above the level required by legislation.
In terms of VicSuper’s operational efficiency, we administer our superannuation services
in-house which results in greater quality control, data integrity, service delivery and
accountability, a point of difference compared to most industry funds. It also means
we can provide a more personalised service for members. For instance, when you call
our Member Centre you will speak to a VicSuper representative locally situated at our
head office in Collins Street, Melbourne. We also provide online communications for
members and employers, and receive information electronically from employers.

Henry Review
Chaired by Dr Ken Henry, this review made 138 recommendations for Australia’s tax
system, in order to better position the nation for the social, environmental and economic
challenges of the 21st century. Many recommendations are still under consideration,
although some relating to super were agreed to by the Federal Government – including:
>

an increase in the maximum eligibility age for Superannuation Guarantee contributions
from 70 to 75 from 1 July 2013
> a continuation of the concessional contributions cap of $50,000 per annum for
people who are over age 50, covering Superannuation Guarantee and salary sacrifice
contributions (the cap had been set to reduce to $25,000 per annum); this cap will
only be available to individuals with under $500,000 in superannuation
> the Government will provide from 1 July 2012 a super contribution of up to $500
for super fund members who have an income below $37,000 per annum, which will
effectively be an offset of tax applicable to concessional contributions.
Although it was not a recommendation set out in the Henry Review, the Government
has announced an incremental increase from 9% to 12% in the rate of compulsory
Superannuation Guarantee contributions by 1 July 2019. This announcement was made as
part of the Government’s response to the initial Henry Review.
Please note, all recommendations are yet to become law, with most of the required bills yet
to be introduced into the Federal Parliament for consideration.
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Strategy: Deliver value

Our purpose is to help people
prepare for and meet their income
needs in later life by making sense
of their superannuation.

Achieving this purpose through delivering
value means providing the best possible
service to our members and employers at
the lowest possible cost.

VicSuper’s aim
Our aim is to help VicSuper members
to understand their super so they can
maximise the amount of savings they have
at, and during, their retirement.

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

VicSuper’s approach
We deliver value by providing:
1. A simple and low fee structure
2. Superannuation advice and education,
at no extra charge
3. Outstanding service
4. Relevant superannuation plans
and benefits

VicSuper’s performance
In the 2009/10 financial year, our team
of superannuation advisers provided
education and advice on retirement
planning to more people than ever before:
>

>

over 7,500 people throughout Victoria
received personal advice – a 15%
increase on the previous year, and
more than 1,400 general advice
workshops on superannuation topics
and strategies were held – a 31%
increase on the previous year.

Seminars on employer superannuation
obligations were attended by almost 500
people from public and private sector
employers, and we visited over 280 Victorian
workplaces – a 26% increase on the
previous year. More educational materials,
including short videos and instructional
booklets, were added to VicSuper’s website,
and new mailroom technology was
implemented, saving time and cost.

VicSuper’s 2009/10 performance
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Strategy: Deliver value

Did we deliver?

Superannuation advice and education
Increase individual personal advice sessions by 8%

4

Develop educational online videos for VicSuper’s website

4

Visit 100 employers which had not previously received VicSuper’s advice service

4

Outstanding service
Assist 200 members to open a VicSuper Beneficiary Account online during personal interviews

6

Implement a quality scorecard system for VicSuper’s Member Centre

s

Increase number of members who elect email communications to 30% of total members

s

Implement high-speed scanning technology to improve mailroom efficiency

4

Increase the number of employers signed-up for electronic communications to 90%

4

Increase proportion of employers joining online to 70% of all new employers

4

Relevant superannuation plans
Increase electronic processing of employer batches by a further 10% (to 30%)

s

Provide electronic welcome packs to new VicSuper Scheme members

s

Communicate the value of insurance cover, in particular age-based cover, to specific member segment groups

4
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Strategy: Foster effective partnerships

VicSuper is part of society so how
we operate and interact in our
relationships with stakeholders
has an impact that stretches
further than just us. We must be
aware of how our business affects
others while also assisting our
partners and other stakeholders to
contribute to the communities on
which we depend.

VicSuper’s aim

VicSuper’s approach

We aim to foster partnerships that are
mutually beneficial by being innovative,
transparent and fair in our dealings with
suppliers, professional associates and
the community. In particular, we aim to
raise awareness of sustainability among
our partners and in turn learn from
their expertise. We seek suppliers and
professional associate partners whose
values align with our own, and ask suppliers
to provide us with services and products
that meet the agreed requirements
effectively, efficiently and at a fair price.

We incorporate sustainability considerations
into VicSuper’s relationships with suppliers
and professional associates, and partner
with appropriate organisations to share
knowledge and expertise on both business
and sustainability challenges.

How does this contribute
to a sustainable
superannuation fund?
The impact of our operations does not
end with us. If our partners are also
committed to sustainability we can be
confident that they are looking after their
employees, minimising their impact on the
environment, and ensuring their businesses
are financially sound, while making sure
their partners are doing the same. This
can lead to substantial flow-on benefits to
society, the economy and the environment.

VicSuper’s performance
During the 2009/10 financial year VicSuper
took steps to formalise its approach to
stakeholder engagement. It’s a crucial area
because, in order to deliver long-term
value to VicSuper members, we must build
effective partnerships with key stakeholders
– including employers, suppliers,
government and local communities.
An employee pilot group was set-up
that will map needs and priorities of key
stakeholders, and identify areas of common
interest for VicSuper members.
Further opportunities were also identified
for VicSuper’s supplier network. Specifically,
we found that we must better engage
businesses in our supply chain on
sustainability. A recommendation was
put forward to introduce face-to-face
engagement for key suppliers. This is a
performance commitment for 2010/11.

VicSuper’s 2009/10 performance
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Strategy: Foster effective partnerships

Did we deliver?

Suppliers
Document how sustainability considerations were included in engagement and selection of new suppliers

s

Review supplier engagement and purchasing results

s

Provide engagement policy and questionnaire to 95% of VicSuper’s supply chain expenditure

6

Record negotiations and inclusions of sustainability clauses in supplier contracts

s

Update training and tools for employees to apply policies on sustainability and supplier engagement

6

Professional associates
Identify and prioritise stakeholder material issues

s

Develop approach to stakeholder engagement

4
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Strategy: Maintain sound governance
and accountability
Our members have entrusted us
to grow and protect more than $7
billion in savings on their behalf.
It’s a big responsibility, and to
maintain their confidence we
aim to ensure that the highest
standards of governance and
accountability are always in place.

VicSuper’s aim

VicSuper’s approach

Our aim is to maintain a corporate
governance structure that protects the
superannuation savings and privacy of
our members, employers and other
stakeholders. It involves operating in a fair
and transparent manner while ensuring
a robust and effective system of internal
controls, and management of operational
and investment risks.

We focus on:

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

1. Sound governance and accountability
2. Risk management
3. Respect for, and protection of,
stakeholder rights.

VicSuper’s performance
Risk management is an area in which all
businesses must continuously improve.
Steps taken by VicSuper in the 2009/10
financial year included an expansion of
VicSuper’s transaction monitoring program
to reduce the risk of fraud, and a gap
analysis of potential business impacts
– which is part of an ongoing project to
enhance VicSuper’s contingency plans in
the event of major business disruptions.
There were fewer member complaints
(totalling just 0.015% of all members)
than the previous year, while compliments
were higher, reconfirming our belief
that VicSuper’s services are considered to
be high-quality, helpful and timely.
More control systems were also moved
online, including VicSuper’s review
and approval process for external
communication materials.

VicSuper’s 2009/10 performance
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Strategy 4: Maintain sound governance and accountability

Did we deliver?

Sound governance and accountability
Prepare a skills matrix for VicSuper directors and deputy directors

4

Provide quarterly reports to Trustee on the ongoing impacts of the global financial crisis

4

Conduct a board self-assessment and complete identified training

s

Risk management
Update business continuity plans following gap analysis of potential business impacts

s

Assess joint tracking of operating plan and sustainability report commitments

s

Implement online system for review and approval of external materials

4

Review internal controls against potential fraudulent behaviour

4

Expand VicSuper’s transaction monitoring program to protect against potential fraudulent behaviour

s

Respect for, and protection of, stakeholder rights
Improve processes for stakeholder feedback

6
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Board of directors

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

VicSuper has a board of eight directors which is made-up of four member-elected directors
and four employer-appointed directors. All decisions made by VicSuper’s directors require at
least a two-thirds majority. Directors are appointed for a term of five years, after which they
are eligible for re-appointment or re-election.
A Chairperson and Deputy Chairperson are appointed by the Trustee, with both positions
rotated between employer-appointed directors and member-elected directors. VicSuper’s
board of directors met 13 times during the year to set the direction of VicSuper Fund, and
to monitor and control Fund administration, service delivery and investment management.

VicSuper’s directors and deputy directors during 2009/10 were:
Director

Representation

Appointment to

Deputy director

Christine Stewart

Member

30 June 2014

Andrew Cassidy

Bill Lyons

Member

30 June 2014

Greg Barker

Barbra Norris
(Chairperson)

Member

30 June 2014

Jennifer Cassidy

Bill Watton

Member

30 June 2014

Graeme McNeil

David Craig

Employer

31 December 2013

Jack O’Connell AO

Wayne Kayler-Thomson

Employer

30 June 2014

Andrea Lee

Christine Forster AM

Employer

13 July 2013

Craig Cook

Bruce Hartnett
(Deputy Chairperson)

Employer

31 December 2013

Fiona McNabb

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

Reviews into superannuation and taxation
During 2009/10, two significant reviews of Australia’s superannuation and taxation systems
were conducted – the Cooper Review, which looked at the structure, operation and efficiency
of superannuation; and the Henry Review, which looked at the future of Australia’s tax
system including superannuation. More information is available on page 10.

Unclaimed money for lost members
Under certain circumstances, the super savings of lost members are transferred to the ATO
as unclaimed money. From 1 July 2010, this relates to lost members who have less than
$200 in their account, or who have little or no chance of being located by their super fund
due to insufficient contact details and no account activity (meaning no contributions or roll
ins were received by their super fund in the past five years).
When super benefits are transferred to the ATO as unclaimed money they receive no interest
payments during this time, but the benefit may be claimed back by the member. Each year
VicSuper helps members to reconnect with any lost money and combine their savings.

2010 Federal Budget
Handed down in May 2010, this year’s budget proposed no major changes to
superannuation. Most measures were released beforehand as part of the Government’s
response to the Henry Review. For more on these proposals, please refer to page 10.

Marginal tax rates and tax thresholds
This table sets out the marginal tax rates for the 2010/11 financial year; changes to
marginal tax rates and tax thresholds are highlighted.
Marginal tax rate (%)

Tax threshold ($)

0

0-6,000

15

6,001-37,000 (previously 6,001-35,000)

30

37,001-80,000 (previously 35,001-80,000)

37 (previously 38)

80,001-180,000

45

180,000+

Danny, legal and compliance
With super legislation often changing,
our legal experts – including Danny
– ensure the highest standards of
governance are always in place.

15

16

General information

Privacy law

Complaints resolution

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

VicSuper has a procedure for dealing with
member enquiries or complaints about
the operation or management of VicSuper
Fund. If you feel that you have been
treated unfairly or disadvantaged by a
decision made by VicSuper, you can phone
to register your complaint on toll free
1300 366 216 or write to the Complaints
Coordinator at VicSuper GPO Box 89,
Melbourne, Victoria, 3001 and we will
review the matter.

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

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

Are your VicSuper details correct?
It’s important for us to have your correct
details, so that we can keep you informed
about your VicSuper account and important
changes to superannuation.
If your name, address, phone number
or other details have changed, or soon
will, please update these via VicSuper
MembersOnline, which can be accessed
from VicSuper’s website. Alternatively,
you can speak to one of VicSuper’s
superannuation consultants by calling our
Member Centre on toll free 1300 366 216.
Please note that if your employer
makes Superannuation Guarantee
contributions into your VicSuper account,
you should also update any change to
your details with your employer, otherwise
the details updated on our system may
be overridden by information we later
receive from your employer.

Our Complaints Coordinator will ensure
your complaint is dealt with by the most
appropriate person quickly and impartially
and, if necessary, seek the review of
the Trustee on your behalf. If you are
dissatisfied with the outcome of VicSuper’s
review or our handling of your complaint,
you can contact the Superannuation
Complaints Tribunal.
The Tribunal is an independent body
set up by the Federal Government to
review trustee decisions relating to
members. You can call the Superannuation
Complaints Tribunal on 1300 884 114
or +61 3 8635 5580.

Advisers to VicSuper
Actuary
Russell Employee Benefits Pty Ltd

Asset consultant
Frontier Investment Consulting Pty Ltd

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

External auditor
Deloitte Touche Tohmatsu

Internal auditor
KPMG

Insurance brokers
Marsh Pty Ltd

Insurer
(group life and salary continuance)
AXA Group Insurance

Legal
Freehills
Greenfields Financial Services Lawyers
Russell Kennedy
Middletons Lawyers

Other
URS Forestry
Mercer Investment Consulting
Macquarie Funds Group
Net Balance Management Group

Tax
KPMG

Technical training
Kaplan
Australian Institute of Superannuation
Trustees
Association of Superannuation Funds
of Australia
Centrelink
Financial Planning Association
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Strategy: Attract, develop and retain great people

A team of highly trained and
motivated people is essential
in order to meet the needs
of VicSuper’s members and
employers. After all, our
superannuation plans and
services are only as good as
the people who develop,
manage and deliver them.

VicSuper’s aim

VicSuper’s approach

Our aim is to provide a positive working
environment that is safe, productive and
rewarding. We encourage innovation and
strive to make VicSuper a sought-after
place to work.

We focus on:

How does this contribute
to a sustainable
superannuation fund?
It makes sense to invest in our employees
as it is our people who deliver our services
to members and employers. We offer
a range of professional development
opportunities, including accredited learning.
This results in positive outcomes for our
employees, their families and VicSuper,
providing increased job satisfaction, ongoing
employment and alignment with VicSuper’s
central operating principle, core purpose
and values. These all contribute to our
ability to develop and deliver appropriate
superannuation plans and services to our
members and employers.

1.
2.
3.
4.

Workplace profile and culture
Learning and professional development
Employee engagement and satisfaction
Competitive benefits and remuneration

VicSuper’s performance
Service levels increased in the 2009/10
financial year. Frontline employees provided
more services, while those responsible
for operations helped to ensure efficient
service delivery to meet increasing demand.
To us, this shows that all individual
employees contribute to VicSuper’s purpose
of helping people to save for and meet
their income needs in later life.
In the 2009/10 financial year, an employee
engagement survey was not conducted
(although not an annual survey, it will
continue to be held regularly). An action
plan resulting from the 2008/09 survey
is being progressively implemented.

VicSuper’s 2009/10 performance
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Strategy: Attract, develop and retain great people

Did we deliver?

Workplace profile and culture
Enhance VicSuper’s policies to reflect best practice social performance indicators

4

Achieve 50% take-up of employee community involvement leave

4

Review and update inclusion in hiring process of VicSuper’s central operating principle

4

Learning and professional development
Develop training manuals to assist superannuation advisers understand sustainability

6

Implement learning modules to build personal development skills and capabilities

4

Evaluate and improve induction training for VicSuper’s staff sustainability group

4

Integrate relevant sustainability content into learning and development program

6

Employee engagement and satisfaction
Implement an action plan in response to 2008/09 employee engagement survey

s

Calculate the value of VicSuper’s community involvement program

6

Competitive benefits and remuneration
Formalise and communicate to employees the value of working at VicSuper

4
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Strategy: Invest for the long term

An individual entering the
workforce today could have an
investment timeframe spanning
60 years or more. That includes
retirement during which
superannuation savings may be
relied on to provide income for
over 15 years. There are many risks
and opportunities that investment
assets face over this timeframe,
so it makes sense to have a
long-term approach to investing
that incorporates sustainability
considerations.

This long-term approach to investing which
integrates economic, environmental, social
and governance factors into our decisions
underpins VicSuper’s investment policy which:
>

>
>
>

offers seven investment options that
cover the varying levels of risk and
expected return that people seek for
their retirement savings
sets rolling 10-year return objectives
for each option
invests each option according to
a strategic asset allocation, and
uses a primarily passive
investment approach with securities
increasingly selected on the basis of
sustainability criteria.

VicSuper’s aim
Our aim is to build members’ retirement
savings through this policy by implementing
our strategy with minimum costs in order to
maximise risk adjusted returns that we pass
on to members.

How does this contribute
to a sustainable
superannuation fund?
VicSuper maintains investments in
a broad selection of companies around
the world. VicSuper has a fiduciary interest
in these companies successfully developing
sustainable business strategies that

enable them to maximise their potential
to generate long-term cash flows and
create long-term shareholder value in
the changing investment climate. This
investment approach for equities, together
with our approach to other asset classes
including property and private equity,
provides long-term financial benefits to
our members and contributes to global
sustainable economic development.

VicSuper’s approach
To invest our members’ savings for the
long-term we focus on three key areas:
1. Member investment choice
2. Sustainability investing
3. Long term, low-cost investing

VicSuper’s performance
Annual investment returns in the 2009/10
financial year were positive for all asset classes.
During the year VicSuper continued to
address risks and opportunities from
climate change and other sustainability
challenges. We released VicSuper’s third
annual Carbon Count Report, became a
first time signatory to the Forest Footprint
Disclosure Project and expanded member
statement carbon reporting to include a
portion of VicSuper’s investment in the
asset classes of property and private equity.

VicSuper’s 2009/10 performance
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Strategy: Invest for the long term

Did we deliver?

Member investment choice
Undertake carbon reporting on member Annual Benefit Statements

4

Undertake trial carbon reporting for private equity and property assets

4

Sustainability investing
Measure and report against the UN Principles for Responsible Investment

4

Identify and access opportunities to reduce the carbon footprint of VicSuper’s investments

s

Investigate sustainability screening of fixed interest investments

s

Develop an understanding of the water footprint of VicSuper’s investments

s

Develop and finalise ‘Statement of Sustainability Investment Principles’

s

Research the sustainability profile of all companies in which VicSuper invests

s

Investigate further opportunities for sustainability investing in equities

s

Engage fund managers on economic, environmental and social issues

s

Assess performance of Hermes EOS and Regnan

s

Develop metrics to measure the effectiveness of VicSuper’s governance and engagement approach

s

Long term, low-cost investing
Review and update VicSuper’s investments manual

s
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VicSuper’s investment policy and approach

1. Member investment choice
Members can choose to invest their
savings in one or more of VicSuper’s seven
investment options enabling them to select
an investment strategy which is best suited
to their risk and expected return preference.
For full details on VicSuper’s investment
options, please refer to pages 22-28.

Understanding risk and return
Risk and return are related. To achieve
higher long-term returns, a higher allocation
to growth assets such as equities or
company shares is generally required.
Equities also bring a greater likelihood,
or risk, of negative returns in any single
financial year. For example, the Equity
Growth Option, allocated 100% to equities,
is expected to provide higher long-term
returns than the Capital Stable Option,
which has a 40% equities allocation. But
the risk of negative returns in any single
financial year is also higher.
We encourage VicSuper members to
consider the effect which time has on
investment risk and return. The longer an
individual has to invest, the more time there
is to ride out periods of negative returns.
Experiencing negative returns every now
and then is unlikely to have a big impact on
account balance growth over an investment
period of 20 years or more. During periods
of volatility, this is an important investment
consideration to keep in mind.

We set rolling 10-year investment
return objectives
Each of VicSuper’s seven investment
options is designed to generate an
expected annual investment return over
rolling 10-year periods. Return objectives
are set above the annual inflation rate,
taking into account the investment tax
to be deducted. No investment tax is
deducted from returns in VicSuper’s
pension benefit plans.
Due to the long-term nature of
superannuation, we believe 10 years is
an appropriate timeframe to measure
investment performance.
Investment return objectives are used to
monitor the performance of each VicSuper
investment option; they are not predictions
or forecasts of likely future returns. Return
objectives, however, 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.

Tarnia, super communications
Tarnia and her team make sense
of super in brochures, booklets
and forms, as well as through tools
including calculators and short
videos on VicSuper’s website.

19

20

We invest according to a strategic
asset allocation
To control risk and achieve investment return
objectives, VicSuper invests according to
a strategic asset allocation. This sets the
percentage of each option to be invested in
one or more of four asset classes – equities
(or company shares), cash, fixed interest and
property. For instance, the Growth Option
from 1 July 2010 is allocated 80% equities,
10% property and 10% fixed interest.
Investment returns are determined by
the collective performance of each asset
class. The strategic asset allocation is set
by VicSuper acting on advice from asset
consultant Frontier Investment Consulting
Pty Ltd, which assesses each asset class
and forecasts likely risk and return based on
historical performance. VicSuper reviews the
strategic asset allocation from time to time.
VicSuper’s asset allocation for each option
during the 2009/10 financial year was
invested in accordance with the strategic
asset allocation. For each option, VicSuper
seeks to maintain an actual asset allocation
as close as possible to the strategic
asset allocation. The actual and strategic
allocation may differ on some occasions.
Changes to strategic asset allocation
VicSuper has made changes to the strategic
asset allocation, which became effective on
1 July 2010. Changes relate to the asset
classes of property and fixed interest, and
the allocation of equities (covering listed
equities and private equity) to Australian
and international investments. For details
on these changes, please refer to page 8.
Please also view the strategic and actual
asset allocation table on page 29.

Asset classes
An asset class is a group of assets
considered to have a similar investment risk
and return expectation. VicSuper invests in
four asset classes – equities (or company
shares), cash, fixed interest and property,
and the sub-asset classes which exist within
equities and property. Within each asset
class VicSuper’s investments are diversified,
reducing exposure to any one investment.

Equities
Often called company shares or stocks,
this asset class usually provides the highest
average investment returns over the long
term. But it’s also subject to a higher risk of
low or negative returns in the short term.
We consider equities to be growth assets
because they primarily provide returns in
the form of capital growth. VicSuper invests
in two sub-asset classes of equities:
1. Listed equities
Listed on stock exchanges in Australia
and around the world, these investments
can be purchased and sold by the public;
returns are made when the market price
increases and/or when dividends are paid.
Investment losses are incurred when the
market price of these assets decrease.
From 1 July 2010, VicSuper’s strategic asset
allocation has included investment in global
listed property and infrastructure.
2. Private equity
Not listed on stock exchanges, these are
private companies located in Australia and
around the world. Returns are generally
made when a company is listed on a stock
exchange or sold to another company,
or via distribution of dividend payments.
Cash
These are investments held in bank bills and
short-term deposits (for less than 12 months)
with banks and other financial institutions.
Interest earned provides investment
returns; these returns are generally reliable
and consistent but lower than other asset
classes such as company shares.
Fixed interest
These are investments in debt securities
issued by governments, semi-government
agencies and corporations. Often called
‘bonds’, they are issued for a set amount
(the principal or face value) over an agreed
period at a set interest rate (the coupon).
Returns are made from regular coupon
payments and movements in the capital
value of the individual debt security.

Property
VicSuper’s property investments cover a
range of assets including office buildings,
shopping centres, infrastructure, forests,
agricultural land, water, and ecosystem
services. VicSuper invests in externally
managed investment trusts structured for
both rental income and capital growth.
On balance we consider property to be
an income asset class. This is because we
invest in trusts that are not highly geared
and are held primarily for the purpose of
rental or lease income. VicSuper invests in
three sub-asset classes of property:
1. Commercial property
Examples include shopping centres,
office and industrial buildings. Investment
returns are made from rental income and
capital growth.
2. Infrastructure
Examples include airports, toll roads, and
pipelines. Investment returns are made
from rental income and movements in
asset capital value.
3. Ecosystem services
These are physical conditions and
processes through which natural
ecosystems, and the species within, sustain
and fulfil human life. Ecosystem services
provide clean water, liveable climates (eg
via carbon cycling), pollinate crops and
native vegetation, and help to fulfil cultural,
spiritual and intellectual needs. VicSuper’s
investment in this sub-asset class includes
Future Farming Landscapes (see page 31
for details) and forestry investments.
Investment returns from ecosystem services
are made from:
>
>
>

>

movements in property market
valuations
rental income
revenue streams including forestry,
traditional agriculture, water and
ecosystem services, and
biodiversity payment programs such as
BushTender.
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Who are VicSuper’s investment managers?
To invest the retirement savings of VicSuper members, we combine the services of our
in-house investment team, who are VicSuper employees, with specialist investment
manager Vanguard Investments Australia Pty Ltd (AFSL 227263), which is one of the
world’s largest mutual fund managers. VicSuper’s in-house investment team manage
Australian listed shares, cash and Australian fixed interest investments. Vanguard
Investments Australia Pty Ltd manages international listed shares.
Written agreements establish guidelines for the management of VicSuper Fund assets.
Unit investment trust arrangements
VicSuper also invests in externally managed unlisted unit investment trusts. A unit
investment trust arrangement allows a number of individual investors to pool money. This
provides greater access to a wide range of listed equities including companies rated as
sustainability leaders, as well as private equity and property investments.
Some unit investment trusts in which VicSuper invests in are referenced on the previous
page under the heading of ‘Property’ and in the table on page 32. Please note, this report
does not list all unit investment trusts, and VicSuper may change the funds and unit
investment trusts in which it invests at any time.

Measuring asset class performance
VicSuper uses these benchmark indices to measure asset class performance:
Asset class

Benchmark index

Equities
Australian listed shares

S&P/ASX 300 Accumulation Index

Australian private equity

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

International listed shares

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

International private equity

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

Cash

UBS Australian Bank Bill Index

Fixed interest
Australian fixed interest

UBS Australian Composite Bond Index

International fixed interest

Barclays Capital Global Treasury Index
(hedged to Australian dollars)

Property

UBS Australian Government Bond Index 10-plus Year
Maturity plus 2% pa
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Investment option performance
1.

Cash Option

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

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

Gross
Less tax on Net
investment investment earning
return %
return %
rate %
5.74

0.88

4.86

VicSuper Pensions

30 June 2007

6.43

0.98

5.45

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

30 June 2008

7.38

1.14

6.24

30 June 2009

5.31

0.82

4.49

30 June 2010

3.86

0.59

3.27

VicSuper Scheme
VicSuper Beneficiary Account

Important information
Past performance is not a reliable indicator of future
performance. Objectives are used to monitor the
option’s performance; they’re not predictions or
forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2002 and 2005.
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2002 and
2005 and 20 September 2007.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension
(closed to new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

Year ended

30 June 2006

Performance over 10 years

Risk & Expected Return
Low

VicSuper Scheme
VicSuper Beneficiary Account

VicSuper Pensions
Year ended

Gross
Adjustment Net
investment
earning
return %
rate %

The compound average net earning rate
over 10 years to 30 June 2010 is 4.73% pa,
which exceeds the objective of 4.15% pa,
including annual inflation of 3.15%.

30 June 2006

5.74

30 June 2007

VicSuper Pensions

30 June 2008

The compound average net earning rate
over 10 years to 30 June 2010 is 5.56% pa,
which exceeds the objective of 4.35% pa,
including annual inflation of 3.15%.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2010 is 4.86% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2010 is 5.74% pa.

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

0.00

5.74

6.43

0.00

6.43

7.38

0.00

7.38

30 June 2009

5.31

0.00

5.31

30 June 2010

3.86

0.00

3.86

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 3.28%.
Actual asset allocation at 30 June 2010
Cash %

100
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2.

Capital Secure Option

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

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

Gross
Less tax on Net
investment investment earning
return %
return %
rate %
8.13

1.12

7.01

VicSuper Pensions

30 June 2007

8.61

1.04

7.57

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

30 June 2008

2.28

0.26

2.02

30 June 2009

-0.27

-0.01

-0.26

30 June 2010

5.85

0.78

5.07

Not available as this option was introduced
on 1 July 2003 and therefore does not
have a 10-year history.

Important information
Past performance is not a reliable indicator of future
performance. The benchmark asset allocation for
this option changed on 1 July 2005 and 1 July
2010. Performance shown is based on the asset
allocation applicable at the time. Objectives are used
to monitor the option’s performance; they’re not
predictions or forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2005
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2005 and
20 September 2007.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension (closed to
new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

Year ended

30 June 2006

Performance over 10 years

Risk & Expected Return
Low – Moderate

VicSuper Scheme
VicSuper Beneficiary Account

VicSuper Pensions
Year ended

Gross
Imputation Net
investment credit
earning
return %
adjustment rate %

Performance over 5 years

30 June 2006

8.13

0.13

8.26

VicSuper Scheme
VicSuper Beneficiary Account

30 June 2007

8.61

0.17

8.78

The compound average net earning rate
over 5 years to 30 June 2010 is 4.24% pa.

30 June 2008

2.28

0.14

2.42

30 June 2009

-0.27

0.14

-0.13

30 June 2010

5.85

0.15

6.00

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2010 is 5.01% pa.

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

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 4.40%.
Actual asset allocation at 30 June 2010
Equities %
Listed shares
Australian
International (unhedged)
Emerging markets
Cash %

6.0
12.6
1.4
40.4

Fixed Interest %
Australian

10.5

International (fully hedged)

15.3

Property %
Commercial property

5.0

Infrastructure

5.5

Ecosystem services

3.3
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3.

Capital Stable Option

This option has a 40% strategic
allocation to growth assets (equities)
and a moderate risk of fluctuating
returns. Over the long term, returns
are expected to be moderate.

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

Gross
Less tax on Net
investment investment earning
return %
return %
rate %
11.43

VicSuper Pensions

30 June 2007

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

30 June 2008

VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 10 years to 30 June 2010 is 4.43% pa,
which is below the objective of 6.15% pa,
including annual inflation of 3.15%.

VicSuper Pensions
Important information
Past performance is not a reliable indicator of
future performance. Performance shown is based
on the asset allocation applicable at the time. The
benchmark asset allocation for this option changed
on 1 July 2002, 2005 and 2010. Objectives are used
to monitor the option’s performance; they’re not
predictions or forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2002 and 2005
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2002 and
2005 and 20 September 2007.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension
(closed to new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

Year ended

30 June 2006

Performance over 10 years
Risk & Expected Return
Moderate

VicSuper Scheme
VicSuper Beneficiary Account

The compound average net earning rate
over 10 years to 30 June 2010 is 5.25% pa,
which is below the objective of 6.65% pa,
including annual inflation of 3.15%.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2010 is 3.87% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2010 is 4.60% pa.

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

1.41

10.02

11.25

1.19

10.06

-1.46

-0.20

-1.26

30 June 2009

-5.74

-0.71

-5.03

30 June 2010

7.42

0.95

6.47

VicSuper Pensions
Year ended

Gross
Imputation Net
investment credit
earning
return %
adjustment rate %

30 June 2006

11.43

0.24

11.67

30 June 2007

11.25

0.31

11.56

30 June 2008

-1.46

0.24

-1.22

30 June 2009

-5.74

0.23

-5.51

30 June 2010

7.42

0.27

7.69

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 5.96%.
Actual asset allocation at 30 June 2010
Equities %
Listed shares
Australian
International (partly hedged)

8.7
22.5

Emerging markets

2.6

Private equity

5.1

Cash %

20.3

Fixed Interest %
Australian

10.4

International (fully hedged)

15.3

Property %
Commercial property

5.3

Infrastructure

6.2

Ecosystem services

3.6
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4.

Balanced Option

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

10-year investment objective

Risk & Expected Return
Moderate – High

VicSuper Scheme
VicSuper Beneficiary Account

Year ended

Gross
Less tax on Net
investment investment earning
return %
return %
rate %

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

30 June 2006

14.32

VicSuper Pensions

30 June 2007

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

30 June 2008

Performance over 10 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 10 years to 30 June 2010 is 4.13% pa,
which is below the objective of 7.15% pa,
including annual inflation of 3.15%.

VicSuper Pensions
Important information
Past performance is not a reliable indicator of
future performance. Performance shown is based
on the asset allocation applicable at the time. The
benchmark asset allocation for this option changed
on 1 July 2002, 2005 and 2010. Objectives are used
to monitor the option’s performance; they’re not
predictions or forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2002 and 2005
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2002 and
2005 and 20 September 2007.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension
(closed to new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

VicSuper Scheme
VicSuper Beneficiary Account

The compound average net earning rate
over 10 years to 30 June 2010 is 4.89% pa,
which is below the objective of 8.15% pa,
including annual inflation of 3.15%.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2010 is 3.38% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2010 is 4.02% pa.

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

1.57

12.75

14.99

1.46

13.53

-5.18

-0.74

-4.44

30 June 2009

-12.17

-1.51

-10.66

30 June 2010

9.20

1.13

8.07

VicSuper Pensions
Year ended

Gross
Imputation Net
investment credit
earning
return %
adjustment rate %

30 June 2006

14.32

0.39

14.71

30 June 2007

14.99

0.48

15.47

30 June 2008

-5.18

0.35

-4.83

30 June 2009

-12.17

0.33

-11.84

30 June 2010

9.20

0.39

9.59

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 7.04%.
Actual asset allocation at 30 June 2010
Equities %
Listed shares
Australian

15.6

International (partly hedged)

34.2

Emerging markets

4.2

Private equity

4.0

Cash %

5.3

Fixed Interest %
Australian
International (fully hedged)

8.4
12.4

Property %
Commercial property

5.7

Infrastructure

6.2

Ecosystem services

4.0
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5.

Growth Option

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

10-year investment objective

Risk & Expected Return
High

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

Year ended

Gross
Less tax on
investment investment
return %
return %

Net
earning
rate %

30 June 2006

17.73

1.71

16.02

VicSuper Pensions

30 June 2007

18.82

1.64

17.18

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

30 June 2008

-9.20

-1.37

-7.83

30 June 2009

-19.23

-2.24

-16.99

30 June 2010

9.99

1.16

8.83

Performance over 10 years
VicSuper Scheme
VicSuper Beneficiary Account

Important information
Past performance is not a reliable indicator of future
performance. The benchmark asset allocation for
this option changed on 1 July 2002 and 1 July
2010. Performance shown is based on the asset
allocation applicable at the time. Objectives are used
to monitor the option’s performance; they’re not
predictions or forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2002 and 2005
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2002 and
2005 and 20 September 2007.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension
(closed to new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

VicSuper Scheme
VicSuper Beneficiary Account

VicSuper Pensions
Year ended

Gross
Imputation Net
investment credit
earning
return %
adjustment rate %

The compound average net earning rate
over 10 years to 30 June 2010 is 3.48% pa,
which is below the objective of 8.15% pa,
including annual inflation of 3.15%.

30 June 2006

17.73

0.55

18.28

30 June 2007

18.82

0.65

19.47

VicSuper Pensions

30 June 2008

-9.20

0.44

-8.76

The compound average net earning rate
over 10 years to 30 June 2010 is 4.11% pa,
which is below the objective of 9.15% pa,
including annual inflation of 3.15%.

30 June 2009

-19.23

0.40

-18.83

30 June 2010

9.99

0.53

10.52

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 8.47%.

The compound average net earning rate
over 5 years to 30 June 2010 is 2.51% pa.

Actual asset allocation at 30 June 2010

VicSuper Pensions

Listed shares

The compound average net earning rate
over 5 years to 30 June 2010 is 2.95% pa.

Australian

21.1

International (partly hedged)

47.3

Likelihood of fluctuations in
annual investment returns

Emerging markets

5.4

Private equity

4.3

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

Cash %

1.6

Equities %

Fixed Interest %
Australian

2.0

International (fully hedged)

3.0

Property %
Commercial property

5.6

Infrastructure

6.1

Ecosystem services

3.6
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6.

Equity Growth Option

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

10-year investment objective

Risk & Expected Return
Very High

VicSuper Scheme
VicSuper Beneficiary Account
Up to 30 June 2010 – to earn an
investment return of 6% pa (after tax)
above the rate of inflation over rolling
10-year periods.
From 1 July 2010 – to earn an investment
return of 5.5% pa (after tax) above the rate
of inflation over rolling 10-year periods.

VicSuper Pensions
Up to 30 June 2010 – to earn an
investment return of 7% pa above the rate
of inflation over rolling 10-year periods.
From 1 July 2010 – to earn an investment
return of 6.5% pa above the rate of
inflation over rolling 10-year periods.

Performance over 10 years
Important information
Past performance is not a reliable indicator of future
performance. The benchmark asset allocation for
this option changed on 1 July 2002 and 1 July
2010. Performance shown is based on the asset
allocation applicable at the time. Objectives are used
to monitor the option’s performance; they’re not
predictions or forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2002, 2005 and 2010.
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2002 and
2005, 20 September 2007 and 1 July 2010.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension
(closed to new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

VicSuper Scheme
VicSuper Beneficiary Account
Year ended

Gross
Less tax on Net
investment investment earning
return %
return %
rate %

30 June 2006

20.64

1.74

18.90

30 June 2007

22.20

1.74

20.46

30 June 2008

-13.40

-1.98

-11.42

30 June 2009

-23.29

-2.67

-20.62

30 June 2010

11.91

1.32

10.59

VicSuper Pensions
Year ended

Gross
Imputation Net
investment credit
earning
return %
adjustment rate %

30 June 2006

20.64

0.67

21.31

30 June 2007

22.20

0.80

23.00

VicSuper Scheme
VicSuper Beneficiary Account

30 June 2008

-13.40

0.50

-12.90

30 June 2009

-23.29

0.45

-22.84

The compound average net earning rate
over 10 years to 30 June 2010 is 2.44% pa,
which is below the objective of 9.15% pa,
including annual inflation of 3.15%.

30 June 2010

11.91

0.63

12.54

VicSuper Pensions
The compound average net earning rate
over 10 years to 30 June 2010 is 2.86% pa,
which is below the objective of 10.15% pa,
including annual inflation of 3.15%.

Performance over 5 years

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 9.48%.
Actual asset allocation at 30 June 2010
Equities %
Listed shares
Australian

26.6

VicSuper Scheme
VicSuper Beneficiary Account

International (partly hedged)

58.0

The compound average net earning rate
over 5 years to 30 June 2010 is 2.18% pa.

Emerging markets

7.8

Private equity

7.6

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2010 is 2.45% pa.

Likelihood of fluctuations in
annual investment returns
This option has a high to very high
probability of experiencing fluctuations in
investment returns in any one year. The
higher the likelihood of fluctuations in
annual investment returns, the greater the
likelihood of negative returns.
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7.

Equity Growth Sustainability Option

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

10-year investment objective

Risk & Expected Return
Very High

VicSuper Scheme
VicSuper Beneficiary Account
Up to 30 June 2010 – to earn an
investment return of 6% pa (after tax)
above the rate of inflation over rolling
10-year periods.
From 1 July 2010 – to earn an investment
return of 5.5% pa (after tax) above the rate
of inflation over rolling 10-year periods.

VicSuper Pensions
Up to 30 June 2010 – to earn an
investment return of 7% pa above the rate
of inflation over rolling 10-year periods.
From 1 July 2010 – to earn an investment
return of 6.5% pa above the rate of
inflation over rolling 10-year periods.

Performance over 10 years
Important information
Past performance is not a reliable indicator of future
performance. The benchmark asset allocation for
this option changed on 1 July 2002 and 1 July
2010. Performance shown is based on the asset
allocation applicable at the time. Objectives are used
to monitor the option’s performance; they’re not
predictions or forecasts of likely returns.
>	For VicSuper Scheme and VicSuper Beneficiary
Account, the investment objective for this option
changed on 1 July 2002, 2005 and 2010.
>	For VicSuper Pensions, the investment objective
for this option changed on 1 July 2002 and
2005, 20 September 2007 and 1 July 2010.
VicSuper Pensions benefit plans are:
> VicSuper Commutable Pension
> VicSuper Non-Commutable Pension
>	VicSuper Term Allocated Pension
(closed to new members)
>	VicSuper Transition to Retirement Term Allocated
Pension (closed to new members).
VicSuper Term Allocated Pension and VicSuper
Transition to Retirement Term Allocated Pension
closed to new members on 20 September 2007.

Not available as this option was introduced
on 17 December 2001 and therefore does
not have a 10-year history.

Performance over 5 years
VicSuper Scheme
VicSuper Beneficiary Account
The compound average net earning rate
over 5 years to 30 June 2010 is 3.65% pa.

VicSuper Pensions
The compound average net earning rate
over 5 years to 30 June 2010 is 4.02% pa.

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

VicSuper Scheme
VicSuper Beneficiary Account
Year ended

30 June 2006

Gross
Less tax on Net
investment investment earning
return %
return %
rate %
20.96

1.81

19.15

30 June 2007

20.27

1.52

18.75

30 June 2008

-13.64

-2.18

-11.46

30 June 2009

-16.84

-1.98

-14.86

30 June 2010

13.71

1.57

12.14

VicSuper Pensions
Year ended

Gross
Imputation Net
investment credit
earning
return %
adjustment rate %

30 June 2006

20.96

0.71

21.67

30 June 2007

20.27

0.64

20.91

30 June 2008

-13.64

0.40

-13.24

30 June 2009

-16.84

0.38

-16.46

30 June 2010

13.71

0.51

14.22

VicSuper Non-Commutable Pension and VicSuper
Transition to Retirement Term Allocated Pension
commenced on 1 December 2005.
The net earning rate for 1 December 2005 to
30 June 2006 was 9.64%.
Actual asset allocation at 30 June 2010
Equities %
Listed shares
Australian
International (partly hedged)
Private equity

30.3
65.6
4.1
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Strategic and actual asset allocation for each VicSuper Fund investment option
Investment
option

Asset class

Strategic asset
allocation at
1 July 2010
%

Strategic asset
allocation at
30 June 2010
%

1. Cash

Cash

2. Capital Secure

Equities†
Cash
Fixed interest
Property

100

100

20
40
30
10

20
40
25
15

3. Capital Stable

Equities†
Cash
Fixed interest
Property

40
20
30
10

40
20
25
15

4. Balanced

Equities†
Cash
Fixed interest
Property

60
5
25
10

5. Growth

Equities†
Cash
Fixed interest
Property

6. Equity Growth
7. E
 quity Growth
Sustainability

Actual asset
allocation at
30 June 2010
%

Actual asset
allocation at
30 June 2009
%

Net market
value of
investments at
30 June 2010

Net market
value of
investments at
30 June 2009

100

100

$831M

$1,214M

20.0
40.4
25.8
13.8

18.3
39.9
24.4
17.4

$177M

$131M

38.9
20.3
25.7
15.1

37.4
19.6
25.3
17.7

$1,354M

$1,107M

60
5
20
15

58.0
5.3
20.8
15.9

57.8
5.0
19.0
18.2

$882M

$601M

80
0
10
10

80
0
5
15

78.1
1.6
5.0
15.3

75.8
0.9
5.4
17.9

$3,400M

$2,647M

Equities†

100

100

100

100

$363M

$278M

Equities†

100

100

100

100

$164M

$72M

† From 1 July 2010, equities includes sub-asset class allocations to global listed property and global listed infrastructure
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2. Sustainability investing
At VicSuper, sustainability investing is an approach that, when applied to investments
in company shares and other assets such as property and infrastructure, considers
the implications of economic, environmental, social and governance challenges and
opportunities for long-term profitability and shareholder value.
All companies within their particular industries face sustainability challenges. For example,
the food production industry needs to be sensitive to the water intensity of its activities due
to water availability concerns and potential costs related to increasing water prices. The ways
in which food companies respond to this challenge will determine their ability to remain
competitive, innovative and maximise shareholder value.
There is growing consensus within the investment community that over the long term,
businesses that address all of their economic, environmental, social and governance risks
and invest in the opportunities are more likely to increase long-term shareholder value,
therefore providing a better outcome for the environment and society through sustainable
economic development. This is particularly relevant to VicSuper as a universal investor.

What is a universal investor?
The concept of universal ownership refers to large institutional investors who, because of
their significant holdings in a broad range of companies and other assets, can be said to
own a segment of the total investment market. Due to their extensive investments, these
investors have a vested interest in the long-term health of the economy as a whole, not just
individual companies, so cross-market, long term issues such as climate change or water
scarcity are especially relevant for them.
Adapted from The Carbon Trust and IGCC publication A climate for change: a trustee’s guide to understanding and
addressing climate risk October 2005.

Integrating sustainability
Sustainability issues can materially impact investment returns. Consider climate change,
for example. More frequent and intense storms may adversely affect company profitability
and shareholder value in industries including insurance, banking, housing, construction and
energy. If a price on carbon is introduced, this regulatory change will present investors with
both risks and opportunities. Companies with poor carbon efficiency may become less
profitable due to higher costs, while other companies will benefit through development of
new energy and technology markets. All companies and managers of other investments
face sustainability challenges. The way in which they respond will determine their ability to
remain competitive, sustain earnings and increase shareholder value.
Reduce risks and seize opportunities
Integrating sustainability involves reducing exposure to risks and seizing appropriate
opportunities. In practice it means we invest not just on the basis of the traditional
short-term financial outlook, but on the basis of long-term economic value creation. This
covers a wide range of investment factors and issues including:
>
>
>
>

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

To select, retain and realise an investment, VicSuper may look at a combination of
economic, environmental, social, and governance performance – and the likely effect this
performance will have on long-term profitability.
United Nations Principles for Responsible Investment
VicSuper is a signatory to the United Nations Principles for Responsible Investment (UN
PRI). These principles aim to help large investors achieve a more complete understanding
of a range of material investment issues, which in turn can lead to increased long-term
returns and lower investment risks. For more, please visit unpri.org
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Sustainability investing by asset class
Equities
VicSuper’s allocation to sustainability investments covers 10% of Australian equities, and
20% of international equities. As part of this allocation, VicSuper invests in Australian and
international companies that are:
>
>
>

>

rated by SAM Sustainable Asset Management as sustainability leaders in their industry
sector (the portfolios are managed by Vanguard)
selected by Generation Investment Management in a concentrated portfolio of 30 to 50
companies which integrate sustainability into their business model
selected as leading performers on carbon emission efficiency in each sector of the
MSCI World ex-Australia Index. These international companies form a portfolio called the
Carbon Aware International Shares Fund, which aims to achieve the same investment
return as the MSCI World ex-Australia Index for just half the carbon footprint.
unlisted companies in the early or expansion stage of commercialising products and
services for sustainable development. This sub-asset class includes three cleantech
funds which invest in companies that are developing products and services in areas
including renewable energy, water efficiency and green materials.

Property
Commercial property
We engage fund managers of our unlisted property trusts to continually improve the
sustainability performance of VicSuper’s commercial property investments. Areas of
focus include energy efficiency, waste reduction and water use. Improving this type of
performance is particularly important for investors as it helps to retain better tenants and
keep costs low. VicSuper has begun to measure the carbon footprint of this asset class.
Ecosystem services
As part of this sub-asset class, VicSuper has invested in rural land and water investments in
northern Victoria called Future Farming Landscapes (FFL). Our aim is to redesign farming
land for best practice agriculture by reconfiguring it for high value, water efficient agriculture.
Income streams will also be created by restoring and protecting flood plains and other areas
high in biodiversity value. FFL has also purchased water entitlements.

Jayme, member services
Help from a super consultant
is just a phone call away,
with Jayme and our team
answering more than 100,000
of your calls in 2009/10.
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How does VicSuper assess and screen sustainability risks?
Asset class

Investment manager/
engagement firm

Cash and fixed interest

No sustainability screening

Listed equities

> W
 e conduct governance research through third parties on certain
environmental, social and governance risks; risk exposure is
assessed with direct engagement conducted on material risks
> W
 e conduct proxy voting on VicSuper members’ behalf for Australian
and international shares

Regnan Governance and
Engagement Research Pty
Ltd, CGI Glass Lewis Pty Ltd
and the Australian Council of
Superannuation Investors for
Australian shares and Hermes
Equity Ownership Services for
international shares

> W
 e invest in best-of-sector sustainability portfolios for international
and Australian companies screened on economic, environmental,
social and governance issues via the Sustainable Asset Management
proprietary process

Vanguard Sustainability Leaders
Funds (international shares and
Australian shares)

> W
 e invest in a small number of global companies selected using
broad ‘bottom-up’ fundamental analysis; analysis is based on
material financial and long-term economic, environmental, social
and governance risks and opportunities

Generation Investment
Management Global Equity Fund

> W
 e seeded an international shares fund holding a portfolio of 700
international companies that seeks to provide a market return for
half the greenhouse gas emissions

Carbon Aware International
Shares Fund

> W
 e assess the carbon footprint of our entire listed equities portfolio

Trucost Pty Ltd

> We
 invest in clean technology development that aims to produce
environmentally efficient outcomes

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

> W
 e invest in private companies focused on producing and
distributing renewable energy, improving energy efficiency, reducing
energy demand, and creating carbon markets and services

Generation Investment
Management Climate
Solutions Fund

> W
 e invest in traditional property investment portfolios (made-up
of office, retail and industrial assets) which integrate sustainability
practices such as renewable energy use into property management

Colonial First State Asset
Management, Investa Property
Group, Eureka Funds Management

> W
 e invest in farming and ecosystem services; environmental
and social issues surrounding water use, biodiversity, sustainable
agriculture and local employment are considered

VicSuper’s Future Farming
Landscapes investment managed
by Kilter Pty Ltd

Private equity

Property
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3. Long term, low-cost investing
Superannuation is a long-term investment.
An individual entering the workforce
today may have an investment timeframe
spanning 60 years or more, covering 45 in
the workforce and 15 in retirement. Even at
retirement, most Australians will maintain a
long-term outlook for their super.
This is why VicSuper’s investment approach
is focused on the long term.

Passive investment management
VicSuper uses a primarily passive
investment management strategy. It means
for most investments we seek to achieve
investment returns equal to the return of
the relevant financial market.
This particular type of investing is also
called indexing or index management as
the objective is to match the performance
of an index of securities. Indexing is low
cost because turnover of securities tends
to be low. Cost savings are passed on
to members in the form of VicSuper’s
low fee structure and enhanced
superannuation services.
The alternative approach to indexing or
passive investment management is active
investment management.
Active investment management
This investment approach aims to
outperform the relevant market by investing
in a smaller number of securities or assets
than those in the total market. VicSuper
uses active management strategies to invest
in unit trusts of Australian and international
listed shares rated as sustainability leaders,
plus private equity and property.

Exercising our rights of ownership
and sharing knowledge
As a shareholder controlling billions of
dollars, VicSuper has certain rights and
responsibilities, and can influence positive
change for members.
Companies we invest in must be
well-managed and on track to achieve
sustainable long-term growth in
shareholder value. Using third parties,
we initiate dialogue with companies on
key performance areas.
Company engagement
Company engagement involves exercising
rights and responsibilities as a part-owner
of companies in which we invest. VicSuper
has successfully undertaken this type of
company engagement for a number of
years for both Australian and international
listed equities.
Australian listed equities
VicSuper uses Regnan Governance
Research and Engagement Pty Ltd, in
conjunction with Monash Sustainability
Enterprises. It provides a governance
research and company engagement
service dedicated to long-term risk
management. VicSuper is a founding
shareholder of Regnan.
International listed equities
VicSuper uses Hermes Equity Ownership
Services (EOS). Based in the UK, it provides
governance engagement and proxy voting
services. Hermes EOS engages listed
equities in VicSuper’s Vanguard international
equities portfolio and the Vanguard
Emerging Market Shares Index Fund. It
also engages regulators and other market
intermediaries to help ensure social and
public policy is consistent with the creation
of long-term shareholder value.

Proxy voting
As a shareholder in companies, VicSuper
has voting rights. Voting takes place
at company general and extraordinary
meetings. Proxy voting is the process
through which we exercise these rights. It
enables us to help ensure the responsible
governance of companies we invest in.
To act or vote on issues surrounding the
management of a particular company
at shareholder meetings, VicSuper is
advised by CGI Glass Lewis Pty Ltd and
the Australian Council of Superannuation
Investors for VicSuper’s Australian listed
equities. VicSuper has a proxy voting policy
including formal provision for environmental
and social issues. Hermes EOS undertakes
voting for international listed equities on
VicSuper’s behalf.
Collaboration and knowledge sharing
To help achieve global action on
sustainability and other investment
challenges, VicSuper collaborates and
shares knowledge with like-minded
investors and organisations from around
the world. This involves sharing ideas,
undertaking research, engaging companies,
considering long-term investment risks and
opportunities and of course, taking action.
VicSuper is part of a number of initiatives
and projects, including:
>
>
>
>

the Carbon Disclosure Project
the Investor Group on Climate Change
Australia/New Zealand
United Nations Environment
Programme Finance Initiative, and
ESG Research Australia.
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Other information
VicSuper’s custodians
A custodian is a specialist organisation that holds title to an investor’s assets, undertakes
registration of securities, holds investments in safe custody and maintains accounting and
taxation records on the investor’s behalf. VicSuper Fund’s custodians are National Australia
Bank and Westpac Banking Corporation, which maintains the Fund’s bank account.
Use of derivatives
Derivatives are securities (eg futures and options) that derive their value from another
security. VicSuper uses derivatives to control the risk of movements in currency rates
and share prices. We use derivatives carefully and all positions are fully backed by cash.
Derivatives are not used for speculation or to leverage the Fund.
Currency risk
VicSuper uses a ‘passive currency overlay’ to reduce the impact of currency movements
on international investment returns. A full or partial currency overlay has been applied to
VicSuper’s investments described as ‘hedged’ or ‘partially hedged’.
For example, VicSuper’s international fixed interest investments, which are 100% hedged,
have a currency overlay applied over the total investment. VicSuper seeks advice from our
asset consultant Frontier Investment Consulting in managing currency risk. Overlays are
implemented and managed by Vanguard Investments Australia Pty Ltd.
Unlisted investments
These investments are assets which are not bought and sold on a stock exchange.
Unlisted investments which VicSuper invests in include private equity, commercial property,
infrastructure, and ecosystem services. At 30 June 2010, these unlisted investments
comprised less than 20% of total assets of VicSuper Fund. Unlisted investments are
generally re-valued on a quarterly basis. VicSuper also invests in unlisted assets or unit
investment trusts where the underlying investments are listed on a stock exchange.
Securities lending
VicSuper has a securities lending agreement in place with our custodian, National Australia
Bank (NAB). NAB has access to securities held by VicSuper such as listed shares and
Australian fixed income securities, and uses these securities as it sees fit – which generally
involves being on-lent to major retail banks, investment banks and brokers.
These borrowers in return pledge collateral (usually cash) to NAB; VicSuper and NAB
receive a profit when this collateral is re-invested. Full title to the securities passes to NAB
while VicSuper retains all coupon payments, dividends, private placements and other
benefits of ownership including the right to vote at annual general meetings. Securities
lending arrangements assist the efficiency of global financial markets by increasing liquidity
and enabling prices to better reflect the underlying value of the securities.
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Investments over 5% of Fund assets
VicSuper is required by the Corporations Act 2001 to report any individual investments
which exceed 5% of total Fund assets. As at 30 June 2010, one individual investment did
exceed 5% of total VicSuper Fund assets. This was VicSuper’s exposure to the Vanguard
International Fixed Interest Fund (VIFIF) – valued at 6.16% of total Fund assets.
VIFIF is a unit investment trust, of which VicSuper holds a large number of units. The
underlying assets within this unit investment trust are a well diversified mix of many
individual fixed income securities from around the world. Please note that no single security
held with the VIFIF is greater than 5% of VicSuper Fund’s total assets.
Reserve account
The general reserve account is a pool of money that forms part of the assets of VicSuper
Fund as a whole. Where VicSuper’s management fee is insufficient to cover VicSuper’s
management and administration expenses the shortfall is paid for out of the Fund’s general
reserve account. Please note that it is not our intent to use this account to smooth returns
from year-to-year apart from minor rounding adjustments. The money in this account
is spread across VicSuper’s seven investment options and managed in accordance with
VicSuper’s investment policy.
Year ended
30 June

Opening
balance $M

Transfer
$M

Closing balance
$M

% of total assets

2008

22.108

(2.266)

19.842

0.32

2009

19.842

(2.325)

17.517

0.28

2010

17.517

(2.405)

15.112

0.21

Naomi, finance
Naomi and her team are proud
to report that member account
balances exceeded $7 billion for
the first time in 2009/10.
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Net earning rates

Net earnings are the dollar value of
your net investment returns.

This section provides an explanation of how net earning rates are calculated and the way in
which they’re applied to a VicSuper account. It covers all VicSuper superannuation plans –
VicSuper Scheme and VicSuper Beneficiary Account, and VicSuper Pensions.

Net earning rates
At the end of each month, net earning rates are determined for each of VicSuper’s seven
investment options. Net earning rates can be positive or negative depending on investment
performance over the period.
Each month’s net earning rate during the financial year is compounded to determine the
net earning rate for the period 1 July to 30 June. Rates for the past five and 10 financial
years for each VicSuper option are shown on pages 22-28.

VicSuper Scheme and VicSuper Beneficiary Account
Rates are calculated by deducting the tax (up to 15%) on investment return from the gross
return for each option.

VicSuper Pensions
Rates are calculated by adding any adjustment for imputation credits to the gross
investment return for the month for each option, if applicable.

Example of positive returns
VicSuper Scheme and VicSuper Beneficiary Account
Growth Option

%
Gross investment return

2.44

Minus

Tax on investment return (11.08% of 2.44)

0.27

Equals

Net earning rate

2.17

VicSuper Pensions
Growth Option

%
Gross investment return

2.44

Plus

Adjustment for imputation credit

0.04

Equals

Net earning rate

2.48

These are actual returns for the Growth Option for the month of September 2009.

Example of negative returns
VicSuper Scheme and VicSuper Beneficiary Account
Growth Option

%
Gross investment return

-1.83

Minus

Tax on investment return (12.14% of -1.83)

-0.22

Equals

Net earning rate

-1.61

Gross investment return

-1.83

VicSuper Pensions
Growth Option

%

Plus

Adjustment for imputation credit

0.04

Equals

Net earning rate

-1.79

These are actual returns for the Growth Option for the month of October 2009.
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Gross investment returns
The gross investment return refers to the investment income earned by VicSuper for
the investment option after external investment managers of investment trusts have
deducted their management costs. More on externally managed investment costs is
included in the ‘About your Annual Benefit Statement’ explanatory notes with member
Annual Benefit Statements.

Tax on investment returns
VicSuper Scheme and VicSuper Beneficiary Account
Unlike many non-superannuation investments, gross investment returns in complying super
funds are generally only taxed up to a maximum of 15%.
Tax on investment return is deducted from the gross investment return to determine the net
earning rate applied to each investment option. Tax rates vary between investment options
and include the benefit of imputation credits, which apply to investments in Australian
equities, and capital gains tax concessions where applicable. All tax rates are reviewed
regularly against the tax payable by VicSuper and updated if necessary.

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

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

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

VicSuper Pensions
When calculating the net earnings for each month, we apply the net earning rate to the
opening balance at the start of the month, and take into account any pension payments
and partial withdrawals including partial rollovers.
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When were net earnings applied to members’ accounts in 2009/10?
We apply net earning rates to your account balance for the period 1 July to 30 June each year. For more details, including the effect of
contributions, rollovers, and pension payments and commutations during the year, please refer to the tables below.

VicSuper Scheme and VicSuper Beneficiary Account
Net earnings were
applied:

Net earnings were
applied to:

Net earnings were calculated using:

At 30 June 2010

The entire account
balance

The net earning rates applied were for the period commencing the latter of:
> 1 July 2009,
> the day your first contribution or rollover was deposited into your account*, or
> the day your most recent change of investment options became effective
up to 30 June 2010.

If investment options
changed

The entire account
balance

The net earning rates applied were for the period commencing the latter of:
> 1 July 2009,
> the day your first contribution or rollover was deposited into your account*, or
> the day your previous change of investment options became effective
up to the day before your change of investment options became effective.

If a partial withdrawal
including a rollover was
made

The amount withdrawn
or rolled over

The net earning rates applied were for the period commencing the latter of:
> 1 July 2009,
> the day your first contribution or rollover was deposited into your account*, or
> the day your last change of investment options became effective
up to the end of the previous month**, and the net earning rate applicable for the month
of your withdrawal or rollover (which was based on the investment performance of your
investment options from the beginning of the month to the date of the latest investment
return valuation).
The net earnings for the month of your withdrawal or rollover were pro-rated to take
into account the number of days from the beginning of the month to the date of your
withdrawal or rollover.

* If a contribution was received part way through the month, the net earnings applied were pro-rated to take into account the number of days from when the contribution was
received to the end of the month.
** If a partial withdrawal or rollover was made during the first six working days of the month, the net earning rate of the previous month generally would not have been finalised at this
time. Therefore, the net earning rate applied to your balance would have been based on the performance of your investment options up to the date of the latest investment return
valuation prior to the date of payment.

VicSuper Pensions
Net earnings were
applied:

Net earnings were
applied to:

Net earnings were calculated using:

At 30 June 2010

The entire account
balance

The net earning rates applied were for the period commencing the latter of:
> 1 July 2009, or
> the first day of the month in which your VicSuper Pension account commenced*, or
>	the day your last change of investment options became effective
up to 30 June 2010

If investment options
changed

The entire account
balance

The net earning rates applied were for the period commencing the latter of:
> 1 July 2009, or
>	the first day of the month in which your VicSuper Pension account commenced*, up
to the day before your change of investment options become effective, or
>	the day your last change of investment options became effective up to the day before
your next change of investment options became effective.

* If a pension account was opened part way through the month, the net earnings were pro-rated to take into account the number of days from when the account commenced, to the
end of the month.
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Strategy: Continue financial stability and growth

Through the financial stability and
continued growth of VicSuper
Fund, we can continue to offer
and expand our services over the
long term, allowing our members
to take full advantage of our
benefit plans and services.

VicSuper’s aim

VicSuper’s approach

We aim to build the financial assets of
VicSuper Fund for the benefit of our
members and to manage our organisation
in a financially prudent manner.

We achieve financial stability and growth in
the following ways:

How does this contribute
to a sustainable
superannuation fund?

>

Building the financial assets of VicSuper
Fund provides greater economies of scale,
enabling us to expand our services to
members and employers while keeping
our management fee low. Achieving
responsible and enduring financial stability
and growth means that VicSuper will
contribute positively to society through
the increased economic wellbeing of our
members, and the provision of continuous
employment through the purchase of
goods and services.

>
>

>
>

>

>

Increasing member account balances
Retaining members and employers
through outstanding service
Attracting and retaining members and
employers through advice, education,
partnerships and promotional activities
Monitoring and reviewing management
and investment administration expenses
Adopting a 10-year strategic outlook
in order to position VicSuper for future
challenges and opportunities
Reporting regularly to members,
employers, employees, and other
stakeholders, and
Meeting all relevant financial controls
and mandatory reporting requirements.

VicSuper’s performance
Since becoming a public offer fund in
2000, VicSuper has enjoyed strong growth
in membership and member assets. This
continued in the 2009/10 financial year.
Our net membership increased by more
than 6,000 for the year, while member
assets grew by more than $1 billion to total
$7.201 billion at 30 June 2010. Assets grew
due to higher gross investment returns and
dividend payments, following the recovery
on global sharemarkets, and continuing high
levels of member super contributions.
Despite ongoing sharemarket volatility,
VicSuper members continue to use
superannuation as a tax effective way to
save and invest for their future income
needs. A major growth area has been
VicSuper Pensions, which for the first time
exceeded $1 billion in member assets, with
more people preferring to remain invested
in superannuation during retirement.

VicSuper’s 2009/10 performance
4 COMPLETED/ACHIEVED s PROGRESSING 6 NOT ACHIEVED

Strategy: Continue financial stability and growth

Did we deliver?

Review and update VicSuper’s liquidity policy and liquidity management plan

4

Increase proportion of EFT payments to suppliers

s

Implement new accounting systems for streamlined reporting and improved efficiency

4

Obtain unqualified audit opinions on VicSuper’s annual financial reports

4

Modify systems to better capture supplier engagement information

4

Meet operational targets for contribution and fund growth

4

Implement investment deal slip system to improve efficiency

4

Implement benefit payment accounting system to improve efficiency

4
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Summary financial statements

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

2009 (audited)
$000

Investments

7,170,785

6,049,572

Other assets

75,005

110,953

7,245,790

6,160,525

Income tax liabilities

21,632

19,515

Other liabilities

22,793

16,753

44,425

36,268

Equals net assets available to pay benefits

7,201,365

6,124,257

Represented by liability for accrued benefits

7,201,365

6,124,257

Opening balance

6,124,257

6,182,471

Increase in accrued benefits

1,477,986

320,545

Benefits paid

(398,473)

(376,434)

(2,405)

(2,325)

Assets

Less liabilities

Movement in liability for accrued benefits

Transfer to/(from) reserve
Closing balance

7,201,365

6,124,257

Opening balance

17,517

19,842

Transfer to/(from) reserve

(2,405)

(2,325)

Closing balance*

15,112

17,517

Movement in reserve

* The reserve includes an administration reserve amount of $250,000 required under VicSuper’s RSE Licence.

The audit of VicSuper Fund (which includes benefit plans VicSuper Scheme, VicSuper Beneficiary Account and VicSuper Pensions) for the
year ended 30 June 2010 will be completed by VicSuper’s auditor, Deloitte Touche Tohmatsu, by 15 September 2010.
An extract from VicSuper Fund’s unaudited accounts is presented above. VicSuper Fund’s audited accounts will be available to members and
beneficiaries on written request from 16 September 2010.

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

Liability for accrued benefits
This amount represents the total amount of all members’ accounts and the reserve account.
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Summary operating statement for the year ended 30 June 2010
2010 (unaudited)
$000

2009 (audited)
$000

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

491,343
1,185,466

(775,504)
1,154,803

12,434

11,084

1,689,243

390,383

Management and investment administration

40,548

36,573

Term insurance

25,408

23,030

Less expenses

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

11

(113)

147,695

12,673

213,662

72,163

1,475,581

318,220

2,405

2,325

1,477,986

320,545

The Commonwealth prudential framework for superannuation savings is contained in the Superannuation Industry (Supervision) Act
1993 (Cwlth). Since 1 July 1999, VicSuper Fund has been a complying superannuation fund directly regulated under the Superannuation
Industry (Supervision) Act 1993 (Cwlth), which governs the majority of superannuation funds in Australia. This means, among other things,
that fund earnings are eligible to be taxed at the reduced rate of up to 15%.
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Strategy: Minimise our environmental impact

The environment provides us with
resources to carry out our day-today operations. By minimising the
natural resources that we use and
reducing the environmental impact
of our activities, we will help to
ensure there are resources left for
the future, protect the functioning
of ecosystems and at the same
time reduce our operating costs.

VicSuper’s aim

VicSuper’s approach

We aim to reduce VicSuper’s environmental
impact through:

We address the following key areas to
reduce our environmental impact:

>

1. Policy, processes and training
2. Resource use
3. Energy use and greenhouse
gas emissions

>

our operations: by using resources
more efficiently and reducing our waste
and greenhouse gas emissions
our investments: by encouraging
directors and managers of companies
and other assets in which we invest
to minimise their impact on the
environment, and by proactively directing
a proportion of the Fund’s investment
towards companies and other assets
that actively manage environmental
impacts, risks and opportunities through
their business strategies.

How does this contribute
to a sustainable
superannuation fund?
Reducing our environmental impact
conserves resources – which benefits
VicSuper through increased efficiency and
reduced operating costs, as well as the
protection of ecosystems that we need in
order to operate successfully over the long
term. Our stakeholders and broader society
also benefit, as they also depend upon
the availability of natural resources to
live and enjoy healthy lifestyles including
recreational activities.

VicSuper’s performance
Significant progress was made on resource
use during the 2009/10 financial year. In
comparison to the previous financial year,
we were able to:
>
>

>

purchase 20% less copy paper
use 8% less paper in total (including
brochures, flyers, forms and other
publications for members and
employers), and
use 8% less electricity in total.

VicSuper aims to continually do more with
less. A major development has been the
increased availability and use of VicSuper’s
online resources. Not only do people
increasingly prefer to receive and view
information online, but doing so saves time
and cost, and can help people take action
for their superannuation.

VicSuper’s 2009/10 performance
4 COMPLETED/ACHIEVED s PROGRESSING 6 NOT ACHIEVED

Minimise our environmental impact

Did we deliver?

Policy, processes and training
Improve environmental management data collection

4

Enhance VicSuper’s use of collaboration tools including web and video conferencing

4

Establish quarterly sustainability IT reporting

6

Review and update VicSuper’s environment and climate change policies

s

Resource use
Modify process in order to collect more accurate data about waste to landfill

4

Collect baseline energy efficiency data on IT equipment

6

Improve organic recycling facilities in regional VicSuper advice centres

4

Reduce the length of statements of advice to save paper and improve readability

4

Reduce water use at VicSuper’s Traralgon Advice Centre

4

Review the impacts of VicSuper’s operations on forestry resources

6

Review options for IT equipment lifecycle management

s

Energy use and greenhouse gas emissions
Develop a GHG inventory management plan for VicSuper Pty Ltd

4

Review emissions inventory sources and update where necessary

4
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VicSuper’s 2010/11 commitments

This table sets out VicSuper’s performance commitments for the 2010/11 financial year.
Strategy: Deliver value
Enhance existing pathways for provision of advice by implementing limited personal (Intra Fund) advice
Enable statement of advice documents to be available through VicSuper MembersOnline
Increase electronic batch processing of super contributions from 25% to 40% to deliver faster turnaround times for members and employers,
and savings of time, paper and postage
Reduce average rollover processing time from 20 hours to three hours
Assist 200 new members to open a VicSuper Beneficiary Account online to improve turnaround times for setting up accounts and save paper
Achieve an additional 20 new attendees at VicSuper employer events who have not previously attended to ensure we continue to provide our
services to a growing employer and member base
Provide superannuation advice services at 150 towns or suburbs not visited in 2009/10, to provide greater access to our advice services
Upgrade Member Centre technology to latest version to enhance system resilience
Introduce online confirmation for selected transactions (contributions, roll overs, payments etc) to deliver faster turnaround times for members
and employers, and savings of time, paper and postage
Investigate the viability of cloud computing solutions for VicSuper, in particular for email and associated office functions and storage
Increase total membership registered for email consent from 20% to 35% to improve communications, efficiency and resource use
Re-negotiate group life and income protection insurance policies for VicSuper members to offer members enhanced insurance benefits in the
form of improved features, higher sums insured and/or lower per unit costs
Introduce twice monthly payments for VicSuper Pensions to offer members more flexibility in planning their transition from work to retirement
Enable VicSuper Scheme members in their automatic acceptance period to take-up, change or cancel insurance cover through VicSuper
MembersOnline
Provide VicSuper Pension members with a 31 December transaction summary and balance
Streamline application process for VicSuper Pensions for internal transfers from other VicSuper benefit plans
Evaluate, enhance and further develop initiatives within the existing customer relationship management systems
Introduce tele-underwriting service for members applying for income protection cover through VicSuper to improve ease of business
Strategy: Foster effective partnerships
Finalise review of VicSuper’s process for supplier engagement and evaluation
Implement supplier engagement approach for top 95% of VicSuper’s active supply chain by expenditure
Conduct face-to-face engagement with five key VicSuper suppliers
Strategy: Maintain sound governance and accountability
Include breach and incident trend analysis in reports to the Audit, Compliance and Risk Management Committee and the Trustee
Eliminate multiple reporting mediums by continuing to integrate the Performance Report and Operating Plan commitment processes
Enhance risk management framework through completion of the review of VicSuper’s crisis management process and documentation
Plan for, and implement, any changes resulting from Federal Government reviews
Provide standardised reports to regulatory agencies by implementing new business reporting language system
Enhance fraud risk management program through a fraud risk assessment, awareness training and an update of fraud control plan
Expand VicSuper’s transaction monitoring program to protect against potential fraudulent behaviour
Evaluate, finalise and implement plan for further integration of sustainability into all VicSuper decision support systems and operations
Review process for engagement on sustainability with member, employer and employee representative organisations
Complete company-wide stakeholder engagement pilot mapping project and recommend next steps
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Strategy: Attract, develop and retain great people
Retain the Employer of Choice for Women in the Workplace citation in order to contribute to equitable employment conditions at all levels
of the organisation
Empower all employees to embed sustainability into best practice through implementation of a sustainability ambassador program
Achieve 75% of all employees taking up community involvement leave
Ensure recruitment agencies set-up on preferred supplier agreement are aligned with VicSuper’s values by incorporating performance
measurements into review
Implement leadership development plans and undertake strategies to manage leadership transition
Achieve 80% participation from VicSuper’s permanent workforce in 2010/11 employee engagement survey
Strategy: Invest for the long term
Develop further and implement an investment education training module for VicSuper employees with supporting tools to further enhance the
quality of information and advice available to members
Design a research program to address barriers individuals face in understanding superannuation and retirement planning
Research alternative engagement models for members to implement retirement saving strategies
Reduce externally managed investment costs, inter alia through a revised strategic asset allocation
Extend sustainability investing to VicSuper’s core investments in listed equities, property and fixed interest
Measure, monitor and manage VicSuper Fund’s carbon footprint of investments in listed equities, property and private equity
Finalise VicSuper’s Statement of Investment Principles embedding sustainability
Continue to work towards extending our understanding of the sustainability performance of the companies in which VicSuper invests
Continue to develop information sources and data on the water footprint of VicSuper Fund and the extent to which returns are dependent on water
Contribute to collaborative engagement initiatives including the IGCC, UNEP FI and the UN PRI
Develop metrics and analysis to measure VicSuper’s approach to governance and engagement
Communicate outcomes from VicSuper’s governance and engagement program
Strategy: Continue financial stability and growth
Increase EFT creditors to 95% of all active creditors
Plan for operational surplus in 2010/11 assisted by company-wide productivity improvements
Implement productivity improvements which contribute to financial viability
Prepare financial plan projections under a range of economic scenarios to guide the financial management of VicSuper Fund in the aftermath of
the 2008 global financial crisis
Continue to promote the benefits of VicSuper to encourage new member and employer growth
Strategy: Minimise our environmental impact
Introduce event guidelines for member and employer events that incorporate sustainability considerations including carbon management
Provide building tenant group proposal to 90 Collins Street building management and other tenants for addressing building sustainability
considerations
Reduce hardcopy handouts at VicSuper employer seminars by 50% by making different mediums available
Collect baseline energy efficiency data for VicSuper’s IT equipment and develop specifications for future purchases
Provide quarterly IT sustainability reports which include the purchase and disposal of equipment
Reduce total travel by VicSuper’s fleet vehicles by 10% compared to 2009/10 through improved planning

Disclaimer
The information contained in this VicSuper Performance Report 2010 is given in good faith and has been derived from sources believed to be
reliable and accurate. No warranty as to the accuracy or completeness of this information is given and no responsibility is accepted by VicSuper Pty
Ltd or its employees for any loss or damage arising from reliance on the information provided. This VicSuper Performance Report 2010 does not
take into account your financial situation, objectives or needs. VicSuper recommends you seek professional advice for your own circumstances. You
can contact VicSuper to make an appointment to see one of our VicSuper representatives. VicSuper Pty Ltd ABN 69 087 619 412 is the Trustee of
VicSuper Fund ABN 85 977 964 496. The Trustee holds an Australian Financial Services Licence (237333) under the Corporations Act 2001 (Cwlth)
and a RSE Licence under the Superannuation Industry (Supervision) Act 1993 (Cwlth). Under its AFSL, VicSuper is licensed to deal in and provide
financial product advice on superannuation products. At present, VicSuper representatives are limited to recommending VicSuper Fund benefit plans
and providing financial product advice on VicSuper Fund benefit plans, the Emergency Services & State Super (ESSSuper) – Revised, New, SERB and
Transport Schemes; and general superannuation matters. VicSuper does not provide advice about any other superannuation funds.
The VicSuper employees included in this report have provided their consent.
© 2010 VicSuper Pty Ltd. All rights reserved. No part of this VicSuper Performance Report 2010, covered by copyright, may be reproduced or copied
in any form or by any means without the written permission of VicSuper Pty Ltd.

Browse our website
vicsuper.com.au

Call our Member Centre

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

Visit us

Monday to Friday
8.30am to 5pm

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

Send us a fax
03 9667 9610

Write to us

VicSuper
GPO Box 89, Melbourne 3001
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