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About this report

Reporting frameworks

Defining what’s important

Recognition and awards

At VicSuper we think that reporting
on our performance in an open
and transparent way is important.
Our Annual Report helps to keep
our members, employers and other
key stakeholders (for example the
Government, regulators industry
associations and the community) up to
date on what we have achieved. It also
helps to demonstrate how we create
value, how we manage our risks and
how we are innovating for the future.

Each year we engage with our key
stakeholders to find out what they think
is important. We use feedback from
face-to-face meetings, focus groups,
surveys, individual communication
and research to formulate a wish list
of topics for our Annual Report. This
makes sure that what we include in our
report is both interesting and targeted
to what our readers want. This year, our
stakeholders told us that they wanted
to hear about the following:

We are happy to report that our
FutureSaver, MySuper and Flexible
Income products were awarded the
SuperRatings Platinum rating for
the third year running. This rating
acknowledges that our products
deliver the “best value for money”
in the marketplace.

This kind of reporting is not new for us.
We have reported this way for over a
decade now. We use the Global Reporting
Initiative G4 guidelines and the Integrated
Reporting Framework to help guide the
structure and the content of our report.
Using these international best practice
frameworks helps us to provide a
balanced picture of our achievements,
where we are headed and the challenges
we face. To build trust in what we report,
we also have the content independently
assured using best practice accounting
standards. This independent review
ensures that our report is a true and
accurate reflection of what we have
achieved.

• Retirement adequacy for our
members
• Consistent investment returns
• Investments and climate change
• Integrating environment, social and
governance factors into investment
decisions
• Member engagement
• Product innovation
• Ethics and financial advice
• Financial education and advice
• Digital innovation
• Financial management and
performance
• Governance and risk management
• Policy and regulatory reform
• Increased competition in the
marketplace

In early 2015, VicSuper was also
awarded the SuperRatings Infinity
rating. This recognises our longterm commitment to managing the
social and environmental impacts
of our operations. It also recognises
the implementation of responsible
investment principles across the Fund.
In 2014, we received both Australian and
international recognition of our industry
best practice approach to performance
reporting. Our 2014 Annual Report
received the “Award for Excellence in
Annual Reporting” from the Australian
Institute of Superannuation Trustees
(AIST). It was also nominated as
an international finalist in the 2014
Responsible Investor reporting awards.
For more information on these ratings
go to www.superratings.com.au/ratings.

Let us know what
you think
Your feedback is important to us. If
you would like to know more about
our report or our performance, please
contact us or email us directly at
sustainability@vicsuper.com.au.

A platinum-rated fund
three years running.

SuperRatings is an independent
superannuation research company.
Platinum is their highest rating.
For more information on these ratings
go to www.superratings.com.au/ratings
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VicSuper at a glance

Our view on super
Superannuation should be a priority
for every Australian. But, we know it’s
not. For most of us, super ranks as our
second largest financial asset after the
family home, and yet most people don’t
think about it in this way.
We know it’s hard to connect with the
value of super, especially given these
savings can’t be accessed until much
later in life. We also understand that super
can often seem complex and difficult to
navigate. More often than not, super’s
either not a priority, or people just don’t
understand it or know where to start.
We want to challenge this thinking and
change the status quo, and we know it’s
up to us to take the first step. It starts
with our energy, our commitment and
our positivity. We’re working on ways
to make super real and meaningful.
We want to show our members how
easy it can be to do something, because

we believe that small steps can and do
make a big difference. It can change
lives. It’s all part of our plan to help our
members Get Super Active.

members to stay with us throughout
their working lives, and enjoy the many
features and benefits that come with
VicSuper membership, including:

Who we are

• profits that are retained for the benefit
of our members

At VicSuper, we think we’re a little
different to the rest of the pack. We’re
big enough, but not too big that we lose
sight of how important it is to give a
personalised experience. We’re local and
we’re completely dedicated to delivering
benefits for our members and our
employers. All this means that we deliver
a different kind of service – one that’s
more personalised and approachable.
No matter how you contact us, you will
always deal with one of the friendly
VicSuper team.
We can also provide our services to any
business because we’re not tied to one
particular industry, unlike many other
funds. This makes it really easy for our

• competitive and capped
administration fees
• our focus on optimising long-term
investment returns for our members
• our strong focus on providing great
quality financial advice
• our range of online and face-to-face
financial education services and
programs
• seamless processing of super
contributions thanks to our dedicated,
in-house account managers
• our strong commitment to being
a good corporate citizen and
contributing to the communities
we live and work in.

Our head office is located in the Melbourne CBD and we have advice centres
in Blackburn, Bendigo, Geelong and Traralgon. Members and employers can
also make an appointment to visit our serviced offices outside of Melbourne
including Bairnsdale, Ballarat, Laverton, Mildura, Mornington, Wangaratta,
Warrnambool and Wonthaggi.

MILDURA

SHEPPARTON
BENDIGO

ALBURY
WODONGA
WANGARATTA

BALLARAT
MELBOURNE
BLACKBURN
WARRNAMBOOL

GEELONG

TRARALGON

WONTHAGGI
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BAIRNSDALE

HEAD OFFICE
ADVICE CENTRES
REGIONAL SERVICED
OFFICES

Performance highlights

It’s been a big year for us at VicSuper. Our whole team has contributed to our achievements, and we thank each and every
one for the part they’ve played in our success. This year we’ve achieved a significant level of Fund growth and strong
investment performance. We successfully delivered our new internal administration platform, and further personalised our
services to meet member needs. And we were at the forefront of the industry by launching new and innovative retirement
product solutions. All of this hard work directly benefits our members and employers today, and places us in a great
position for growth, innovation and strong performance well into the future.

$15.34 billion* Strong
Platinum
investment
rated
in funds under
management –
performance products
doubling the size
of the fund in the
last five years

contributing to our
long-term investment
objectives

awarded by
SuperRatings for the
third year running

New
retirement
solutions

241,500+

25,000+

or one in 12 working
Victorians are members
of our Fund

actively contributing
employers

7,000+

7,250+

740+

face-to-face advice
appointments with
members

women have participated
engagements with
in the Super Woman Money companies we invest in,
program since 2012
on their environmental,
social and governance
performance

innovative
products launched

*

Funds under Management (FUM) differs from Investments by $57m, as investment open trade receivables and payables are included in the FUM amount.
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VicSuper FutureSaver

Cash
NET INVESTMENT RETURNS
% per annum
4.0
3.1
2.1

INVESTMENT OBJECTIVE
To earn an investment return of 1.5%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

STRATEGIC ASSET ALLOCATION
%
Cash

100%

Standard risk measure* is very low.
1-yr

5-yr

10-yr

As at 30 June 2015

Capital Secure
NET INVESTMENT RETURNS
% per annum
5.6

6.2

5.2

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

36%
35.2%
15%
1.3%
12.5%

Standard risk measure* is very low.
1-yr

5-yr

10-yr

As at 30 June 2015

Capital Stable
NET INVESTMENT RETURNS
% per annum
8.4

8.0
5.9

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

17.5%
34.6%
15%
2.8%
30.1%

Standard risk measure* is low to
medium.
1-yr

5-yr

10-yr

As at 30 June 2015

Balanced
NET INVESTMENT RETURNS
% per annum
9.9

9.5
6.4

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

5%
26.6%
15%
4.5%
48.9%

Standard risk measure* is medium.
1-yr

4

5-yr

10-yr

As at 30 June 2015

Investment performance
Note: Includes net earning rates to 31 December 2011, crediting rates to 31 December 2012, net investment returns thereafter. The Australian Shares
option for VicSuper FutureSaver and VicSuper Flexible Income was launched on the 4 and 5 February 2013 respectively.
In June 2015, the Trustee approved a Fund-wide increase in the allocation to the alternatives asset class from 6.0% to 10.0%. Alternatives include private
equity, absolute return funds and hedge fund strategies. This change will be effective from 1 July 2015. This increase was funded by an equal reduction
in Australian equities. The increased allocation to Alternatives will help us further diversify risk within our investment portfolio.
* Information on the Standard Risk Measure is available on our website

Growth (MySuper)
NET INVESTMENT RETURNS
% per annum
11.1

10.6
6.5

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

1%
14.5%
15%
8.0%
61.5%

Standard risk measure* is medium
to high.
1-yr

5-yr

10-yr

As at 30 June 2015

Equity Growth
NET INVESTMENT RETURNS
% per annum
12.6

12.1
7.0

INVESTMENT OBJECTIVE
To earn an investment return of 4.5%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

STRATEGIC ASSET ALLOCATION
%
Alternatives
Equities

5.9%
94.1%

Standard risk measure* is high.
1-yr

5-yr

10-yr

As at 30 June 2015

Equity Growth Sustainability
NET INVESTMENT RETURNS
% per annum
11.6

11.6
7.6

INVESTMENT OBJECTIVE
To earn an investment return of 4.5%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

STRATEGIC ASSET ALLOCATION
%
Alternatives
Equities

5.9%
94.1%

Standard risk measure* is high.
1-yr

5-yr

10-yr

As at 30 June 2015

Australian Shares
NET INVESTMENT RETURNS
% per annum

To earn an investment return of 4.5%
per annum (after tax and investment
expenses) above the rate of inflation
over rolling 10-year periods.

5.4

1-yr

INVESTMENT OBJECTIVE

N/A

N/A

5-yr

10-yr

STRATEGIC ASSET ALLOCATION
%
Equities

100%

Standard risk measure* is very high.
The Australian Shares option was launched in 2013
so we are not able to report 5 and 10 year returns.

As at 30 June 2015
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VicSuper Flexible Income

Cash
NET INVESTMENT RETURNS
% per annum
4.7

3.7
2.6

INVESTMENT OBJECTIVE
To earn an investment return of
2.2% above the rate of inflation
(after investment expenses) over
rolling 10-year periods.

STRATEGIC ASSET ALLOCATION
%
Cash

100%

Standard risk measure* is very low.
1-yr

5-yr

10-yr

As at 30 June 2015

Capital Secure
NET INVESTMENT RETURNS
% per annum
6.1

7.1
6.0

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

36%
35.2%
15%
1.3%
12.5%

Standard risk measure* is very low.
1-yr

5-yr

10-yr

As at 30 June 2015

Capital Stable
NET INVESTMENT RETURNS
% per annum
8.8

9.0
6.8

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

17.5%
34.6%
15%
2.8%
30.1%

Standard risk measure* is low to
medium.
1-yr

5-yr

10-yr

As at 30 June 2015

Balanced
NET INVESTMENT RETURNS
% per annum
10.7

10.8
7.3

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

5%
26.6%
15%
4.5%
48.9%

Standard risk measure* is medium.
1-yr

6

5-yr

10-yr

As at 30 June 2015

Investment performance
Note: Includes net earning rates to 31 December 2011, crediting rates to 31 December 2012, net investment returns thereafter. The Australian Shares
option for VicSuper FutureSaver and VicSuper Flexible Income was launched on the 4 and 5 February 2013 respectively.
In June 2015, the Trustee approved a Fund-wide increase in the allocation to the alternatives asset class from 6.0% to 10.0%. Alternatives include private
equity, absolute return funds and hedge fund strategies. This change will be effective from 1 July 2015. This increase was funded by an equal reduction
in Australian equities. The increased allocation to Alternatives will help us further diversify risk within our investment portfolio.
* Information on the Standard Risk Measure is available on our website

Growth
NET INVESTMENT RETURNS
% per annum
12.0

12.0
7.4

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

STRATEGIC ASSET ALLOCATION
%
Cash
Fixed interest
Real Assets
Alternatives
Equities

1%
14.5%
15%
8.0%
61.5%

Standard risk measure* is medium to
high.
1-yr

5-yr

10-yr

As at 30 June 2015

Equity Growth
NET INVESTMENT RETURNS
% per annum
13.0

13.5
7.8

INVESTMENT OBJECTIVE
To earn an investment return of 5.4%
above the rate of inflation (after
investment expenses) over rolling
10-year periods.

STRATEGIC ASSET ALLOCATION
%
Alternatives
Equities

5.9%
94.1%

Standard risk measure* is high.
1-yr

5-yr

10-yr

As at 30 June 2015

Equity Growth Sustainability
NET INVESTMENT RETURNS
% per annum
12.3

13.0
8.4

INVESTMENT OBJECTIVE
To earn an investment return of 5.4%
above the rate of inflation (after
investment expenses) over rolling
10-year periods.

STRATEGIC ASSET ALLOCATION
%
Alternatives
Equities

5.9%
94.1%

Standard risk measure* is high.
1-yr

5-yr

10-yr

As at 30 June 2015

Australian Shares
NET INVESTMENT RETURNS
% per annum

To earn an investment return of 5.4%
above the rate of inflation (after
investment expenses) over rolling
10-year periods.

6.5

1-yr

INVESTMENT OBJECTIVE

N/A

N/A

5-yr

10-yr

STRATEGIC ASSET ALLOCATION
%
Equities

100%

Standard risk measure* is very high.
The Australian Shares option was launched in 2013
so we are not able to report 5 and 10 year returns.

As at 30 June 2015
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Messages from our Chair and CEO

A message from our Chair
As VicSuper’s new Chair, I am very
happy to report that we have achieved
great investment returns for our
members over the past year. We have
also successfully exceeded our targets
and grown the size of the Fund – both
of which are testament to the Board’s
ongoing commitment to delivering
long-term value for our members.
As a Board, we’ve continued to focus on
positioning the Fund for future success.
We’ve worked closely with VicSuper’s
management team to develop our
growth strategy and to fulfil our strategic
priorities as a Fund. We’re also working
to ensure that we’re well prepared for the
external challenges that we face now and
in future – challenges such as regulatory
reform, increasing competition,
demographic changes within our
membership base, and issues of global
significance such as climate change.
In the context of regulatory reform,
our industry has been subject to a lot
of focus over the past year. There is an
ongoing debate on the Superannuation
Guarantee, participation incentives,
tax concessions in post-retirement,
and the availability of the Age Pension
in the future. As a Board we continue
to advocate for long-term stability
across superannuation policy and
regulatory frameworks. We think that

the system should be structured to meet
society’s future needs and it should be
sustainable over the long term. We also
believe that any changes to the system
should aim to improve on its delivery
of its primary goal – to deliver the best
retirement outcomes for Australians.
The Board would like to thank the entire
VicSuper team for their extensive work
preparing for and implementing our new
in-house administration platform. This
new platform was launched in early 2015
and we believe it sets the Fund up for
growth in an increasingly competitive
market. In fact, we’re proud to say
that the Fund is now positioned at the
forefront of the industry when it comes
to technology. We look forward to
seeing how this new technology can be
used to drive cost efficiencies, leverage
new growth opportunities, and engage
with our members in a more meaningful
and personalised way.
I would like to take this opportunity to
personally thank Barbra Norris for her
contribution to the VicSuper Board.
Barbra, who retired from the Board in
mid-2015, has provided stewardship
and guidance over the past 15 years.
In her positions as both a Board member
and Chair, she’s been integral to the
success and growth of the Fund. She’s
also worked to deliver the best possible

outcomes for our members. I know that
I speak on behalf of the whole Board,
along with the wider VicSuper team, in
thanking her and wishing her all the best
for the future.
At the same time I’d like to welcome Colin
Long to the Board. He commenced his
role as a Director in July 2014 and brings
a wealth of social and environmental
expertise to the Board. We also welcomed
another new Director, Antoinette Masiero
to the Board in July 2015.
Finally, I would like to thank our CEO,
Michael Dundon, for the support he
provides to me and to the Board.
Michael has ensured that VicSuper
remains at the leading edge in all
areas of superannuation activity with
innovative retirement and investment
products, high quality service to
our members, excellent returns in a
challenging economic climate, continued
low fees and active involvement in the
business community in Melbourne and
regional Victoria.

Bruce C Hartnett AM
VicSuper Chair

Michael Dundon, VicSuper CEO and
Bruce C Hartnett AM, VicSuper Chair
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A message from our CEO
I’m proud to report on our excellent
year. Not only have we achieved
strong investment performance for our
members and significant fund growth,
we were at the forefront of the industry
by launching new and innovative
retirement products and a new in-house
administration platform. Our whole
business has contributed to these
achievements, and I’d like to personally
thank every member of the VicSuper
team for the part they’ve played in
our success.
We delivered great investment returns
for our members again this year. Our
Growth (MySuper) default option,
which covers almost 85% of VicSuper’s
accumulation members, returned 11.1%
for the year to 30 June 2015. According
to the June 2015 Chant West survey,
this was one of the top performing
options in the growth category. Most of
our investment options also performed
above median for the financial year
relative to industry peers surveyed*.
Over the last five years we’ve doubled
the size of our Fund and this year we
exceeded our target of $15 billion in
funds under management. This growth
is important for members because it
helps us deliver a wider range of
products, and access more diverse
investment opportunities. It also
improves our efficiencies, in turn helping
to ensure we continue to deliver
value-for-money products and services.
We’ve set ourselves the same big goal
for the next five years; by 2020 we want
to double the size of our Fund to over
$30 billion. Our whole team will be part
of this journey and it will be a lot of work –
but we think it’s worth it.

*

In January 2015, we launched our new
in-house administration platform. A
transition of this magnitude doesn’t
come without its challenges and I’d like
to thank our members, our employers,
and our whole team for their support.
The implementation of this platform
positions us at the forefront of
technology in Australia’s super industry.
We’re now testing how we can use our
new capabilities to personalise how we
engage with our members. The new
platform will also improve processing
efficiencies and how we provide services
for our employers.

We made great progress on our
corporate responsibility agenda. Our
Board and executive approved our new
three year Corporate Responsibility
Road Map. This Road Map supports
our strategic plan and aims to help us
address some of the long-term social
and environmental challenges that
we face as a business. These include
helping our members to ensure they
have adequate funds in retirement,
improving financial literacy outcomes
for our members and ensuring that we
manage investment related environment
and social risks, such as climate change.

In May 2015, we launched two new and
exciting retirement income products
for our members. At their heart, these
products aim to provide our members
with greater peace of mind as they
will help our members achieve a more
secure income in retirement. We plan to
offer our retired members access to a
combination of different products which
can be used in conjuction to get the best
financial outcome from their retirement
savings. We believe we’re the first public
offer super fund to provide this kind of
integrated retirement income solution
in the market.

Over the past decade we have
demonstrated our commitment to
holistic reporting on our performance.
This is our second integrated Annual
Report and we continue to adopt global
best practice approaches to reporting
on our performance. Last year’s Annual
Report received global recognition
and awards from our industry and we
have worked hard to make further
improvements. The whole VicSuper
team is proud of what we have achieved.
I hope you enjoy reading about our
accomplishment and what we plan
to do next.

During the year we moved our Geelong
regional office into the Geelong CBD,
improving access to face-to-face advice
and assistance for our 8,000+ members
who live and work locally. It will also
help grow the number of members
we provide services to in Geelong and
across the broader western district of
Victoria. Further reinforcing our longterm commitment to Geelong, we also
established a local partnership through
our VicSuper Community Connect
program, which aims to support skills
building and employment initiatives in
the Geelong local community.

Michael Dundon
VicSuper CEO

Source: Chant West Pty Limited (www.chantwest.com.au).
Please note that past performance is not a reliable indicator of future performance.
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Our external environment

Superannuation and
regulatory reform
Australia’s compulsory superannuation
system has been in place for over
two decades. This system was initially
developed to help our economy respond
to an aging population. In essence,
it aimed to help Australians obtain a
self-funded income in retirement, and
to ease some of the financial pressures
associated with funding the pension
system over the longer term.
The Federal Government’s approach to
retirement incomes has been relatively
consistent since inception. It’s delivered
through three key pillars: compulsory
superannuation, voluntary savings
incentives and tax breaks, and the
aged pension safety-net.
But when you look back over the last
20 years many things have changed.
The Australian population, job
availability and the economy have all
evolved. We have different work habits
and we have different expectations
when it comes to our retirement.

Financial
Services Inquiry
recommendations

In recent times, the Federal Government
has acknowledged that the system
needs to evolve; it needs to be more
integrated, and it needs to have the
capacity to respond to our changing
economy and our future needs.
Over the last five years the
superannuation and tax systems have
been subject to a number of large
reviews. These include the Cooper
Review of superannuation, the Henry
Review of tax, the Ripoll Inquiry into
financial products and services, and
the Murray Review into financial systems.
Implementation of some of the review
recommendations has commenced.
These reforms impact all funds across
the industry. To date they have involved
a great deal of work on how funds are
administered. How they have impacted
on the economy and long-term
outcomes for members is not yet
known. As such, it is important for
these changes to settle and stabilise
before the government implements
another round of substantial reforms.

How we are responding
As a Fund, VicSuper has been an
early adopter of the MySuper and
SuperStream reforms that came out
of the Cooper Review. We worked
collaboratively with regulators to
successfully deliver on our obligations.
The release of our MySuper product
in 2014 applied to around 85% of our
membership base. The SuperStream
reforms changed the way our back
office processes superannuation
contributions. We are progressing well
with transitioning our employers over
to this new system, with most of our
large employers and around half of
our small employers now complying
with SuperStream requirements.
In late 2014 the federal government
released the Financial Systems
Inquiry. Part of this inquiry looked
at how the current superannuation
system is performing and how it
interacts with the rest of the financial
system. In principle, we support the
superannuation recommendations
made in this review. We believe that
they will contribute to strengthening
the system.

Defining the

Putting a greater

Implementing further

Making changes to fund

superannuation system’s

focus on retirement

reforms aimed at

governance structures

purpose and improving

income streams

improving efficiency
and cost reduction

the system to align with
its purpose

VicSuper’s thoughts
on the Inquiry’s
recommendations

We support a strong and

We believe we are an

During 2015 we launched

Our Board has kept a

stable superannuation

early mover in this

an innovative new

watching brief on the

system that is designed

space. In 2015, we were

administration system. This

evolving discussion

to deliver financial

at the forefront of the

in-house platform provides

regarding fund governance

benefits for our members

industry by releasing

us with advanced data

and independence.

in retirement. We believe

two guaranteed income

capabilities. It will also help

Once confirmed, we

that this system should

products.** We plan to

us to leverage operational

will implement the

meet society’s future

launch more innovative

and cost efficiencies well

government’s governance

needs. It should also

retirement products in

into the future.

reform requirements.

be sustainable over the

the near future.

long term.
**
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VicSuper relies on Challenger Life Company, under life policies issued to VicSuper by Challenger, to fund payments to members who select these products.
VicSuper does not itself provide a guarantee.

Our external environment

Increasing industry
competition
We believe a strong and competitive
superannuation industry will benefit
members. Not only do competitive
environments improve efficiency and
drive innovation, they also help to
improve services, products and the
member experience.
In recent times we’ve seen a great deal
of consolidation within our sector. Some
of this has been the result of improving
regulatory standards, which have
pushed some players out of the market.
Recent regulatory reform has also been
the catalyst for further consolidation;
over the last 15 years, the number of
regulated superannuation funds in the
Australian market place has reduced
from almost 4,500 down to around
320 funds.1
While competition from self-managed
super funds gathered momentum
over the past 10 years, there are signs
this growth has slowed.2 Unwinding
of this kind of investment appears
to be occurring because they can be
expensive and complex to administer
and returns have not been significantly
different to competitor funds.
Meanwhile, mainstream funds have
also actively targeted this market.

How we are responding
As our industry opens up to greater
competition, we think that members
and employers will look for funds that
offer more than strong investment
returns and low fees. They will also look
for great service that’s personalised,
products that are relevant to them,
a personalised approach to advice
and education, help and access to
tailored information through a variety
of channels.

Fund growth,
increased
scale and
efficiency

Aim to
deliver strong
investent
returns over
the long term

Tailored
access to
information

Personalised
approach to
advice and
education

Our response
to increasing
competition

Innovative
products and
services

1
2

We’ve been doing a lot of work to
make sure that we are strong, resilient
and prepared for this competitive
marketplace. Our Fund is growing
and so are our membership numbers.
And we’re completely dedicated to
delivering benefits for our members
and our employers. This means that
we need to deliver a different kind
of service – one that’s personalised,
relevant and approachable. And that’s
exactly what we’ve set out to do.
The diagram below shows how we
are gearing up for future success.

Competitive
fees with
a capped
admin fee

Great
personalised
service

Rice Warner Superannuation Market Projections 2014 report.
KPMG (2015), Supertrends: The trends shaping Australia’s superannuation industry.
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Our external environment

Ethics and financial advice
Over the past couple of years, the
topic of ethics and financial advice has
received a lot of coverage in the media.
A number of large financial institutions
have suffered from negative press and
legal action relating to the unethical
behaviour of their financial planners.
This has damaged community trust in
the profession, with research showing
that only 25% of Australians think that
financial planners are honest and have
a good set of ethics.3
The financial advice industry has been
subject to extensive review and scrutiny
in recent years. In 2009 the Ripoll
Inquiry undertook a comprehensive
review of financial products and services
in Australia. In 2011, the Australian
Securities & Investments Commission
released a report which indicated that
product sales targets and commissions
led to conflicts of interest for financial

planners.4 In 2012, they also found that
only 58% of retirement advice was of
an acceptable standard and that many
financial planners were failing to act in
the client’s best interest.5
In 2013, the federal government
responded to these concerns with
the Future of Financial Advice (FoFA)
reforms. These reforms sought to
improve the transparency and fairness
of financial advice. They also aimed to
rebuild community trust and confidence
in the financial advice industry. FoFA
requires financial planners to provide
honest communication of fees and a
clear breakdown of advice costs. But
most importantly, financial planners are
now required by law to act in the best
interest of their client – above their own
interests, and above the interests of the
company they work for – at all times.

We pay our financial planners a salary
and we don’t pay them commissions
or volume based payments. We don’t
have trailing commissions.

How we make sure our financial
planners act ethically and
provide advice in the best
interest of members

Most of the advice that we provide to
members is at no additional cost. Where
there is a small fee of $200, members
are told about this upfront.

We ask our members what they think
after every meeting. Of those surveyed,
99.9% said they would recommend
our advice services to their
family and friends.6

3
4
5
6
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How we are responding
We welcome these reforms. Building
trust in financial advice is an issue
that the whole industry needs to
address. We know good quality
advice is important. We also believe
it is a key element of preparing for
retirement. We will stand with other
leaders in our sector to influence the
change that is needed.
For us, responding to the FoFA
reforms has been business as usual.
Our financial planners have a long
history of providing advice that is
in the best interest of our members.
The fantastic feedback we receive
from our members attests to this with
99.9% of members surveyed saying
they would recommend VicSuper’s
advice services to their friends
and family6. And we don’t pay our
financial planners commissions.

We provide our financial planners
with regular training in ethics, fraud,
technical advice strategies and
products. This forms part of their
ongoing professional development.

During 2015 we engaged the St James
Ethics Centre to discuss industry issues
and challenges. The concept of ‘ethical
literacy’ was also discussed with our
financial planners.

We audit the advice that our financial
planners provide to members and we
undertake regular peer and manager
reviews of performance.

Roy Morgan Research’s – Image of Professions Survey 2013.
Australian Securities & Investments Commission, Report 251: Review of financial advice industry practice, September 2011.
ASIC, 2014, Financial System Inquiry: Submission by the Australian Securities and Investments Commission.
Results based on members who had Statements of Advice prepared and who completed an Interview Evaluation form between July 2014 to June 2015. 1502 of 1503
people surveyed would recommend VicSuper.

Our external environment

Climate change and
investments
Scientific opinion supports the view
that climate change is being caused
by human activity. Greenhouse gases
are generated by every industry in the
economy. And over time, the impacts
of climate change will be felt by every
industry, every country and right across
the global economy. In their most
recent global risk report, the World
Economic Forum confirmed that climate
change is one of the world’s top global
economic risks.7
As an investor in the economy, this is an
issue that we need to think about and
consider very carefully. Superannuation
funds and investors across the globe
are being encouraged to monitor and
manage investment-related climate
risks. In particular, there has been a
great deal of focus on how investors are
managing exposures to fossil fuels and
coal investments. We are not immune
to this focus. Over the past couple of
years we have received correspondence
from some of our members expressing
their concern about the climate change
impacts of their superannuation savings.

Developing a Board-approved strategy
to help us manage the impacts
of climate change

Engaging with the companies
we invest in on their climate change
impacts and strategies

Participating in international engagement
on government climate policy

7

How we are responding
We already do a lot to manage our
climate change risks. Our investment
managers consider policy, technology,
demand and the risk of stranded assets
in their investment processes. Our
engagement specialists visit the listed
companies we invest in to talk to them
about how they are managing climate
change risks and opportunities. These
meetings are held with boards and
executive teams of the companies we
invest in. Through this engagement
we either seek improved disclosure
of climate strategy or to discuss how
they plan to transition towards a lowcarbon economy. We were the first
Australian Fund to measure the carbon
intensity of our equities portfolio,
and we also report on how we are
managing climate change risks though
a number of industry surveys and
benchmarks.

In late 2014, we launched a project
to look at our climate management
and investments strategy. Because of
our legal obligations, developing this
strategy is quite a complicated process.
Anything we implement needs to be
given detailed consideration. We also
need to model the potential impact
on investment returns, and this takes
time. In May 2015, we provided our
members with an update on progress
on our website, and are looking to
finalise this work by early 2016. We
thank our members for their patience
and will continue to provide updates
as we progress. For more detailed
information on our climate and
investment activities see page 33 in
the investment section of this report.

Assessing climate change risks during

Measuring the carbon footprint

the investment process

of our investment portfolio

What we are doing to manage
climate change and investments

Keeping up to date on the latest
global thinking through our
industry associations

Reporting on how we manage climate

Testing member interest in

change through external benchmarks

products that specifically address

and surveys

climate change

World Economic Forum Global Risks 2014 (http://www3.weforum.org/docs/WEF_GlobalRisks_Report_2014.pdf).
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Our strategic approach

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

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

Products
and services

Brand and
reputation

People, systems
and processes

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

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

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

Our stakeholders
Our business strategy works to generate long term value. We like to think of this
as shared value: for us, our members, our employers and our key stakeholders.
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Our business strategy
We have a five-year strategic plan which
guides how we grow and get better at
what we do. It also helps us to analyse
and respond to the external challenges
we face. This strategy was developed
by our management team and Board
in early 2015. Our annual business
plan guides the delivery of business
initiatives and projects that support
this overall strategy.
We take a whole-of-life approach to
what we do. At its heart, our strategy
works to help our members prepare for
their retirement – no matter where they
are on their life journey.
This includes developing new and
innovative products, which help our
members generate an income in
retirement, right through to delivering
consistent investment returns, which
build our members’ retirement savings
over the long term.
Our strategy is also focused on growing
the Fund so that we can realise the
benefits that scale brings. This scale will
help us to be more efficient, reduce our

Core values
Passion, Responsibility,
Integrity, Innovation,
Community

costs, and increase the resilience of our
business. We plan to further diversify our
membership base. And we are focused
on bringing digital communications and
technology solutions to the forefront of
everything we do.
We have plans to further improve the
member experience and open up access
to the information our members need –
making it even easier to deal with us.
We also want to show our members
how easy it can be to take action that
is meaningful and real.
Having the capacity to deliver these
results is important. That’s why we are
focused on developing our people.
We want them to be the leaders of
tomorrow, so that they can help us to
innovate and grow well into the future.
The key priorities in our strategic
plan are illustrated in the diagram at
left. Detailed information on what we
achieved over the past year and where
we plan to head next is presented on
pages 16–17.

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

Our business model
We specialise in super. It’s all we do
and we do it well. We are open to
the public, so any Australian can
become a VicSuper member. We pride
ourselves on being a profit-to-member
fund – that means we don’t carve out
commissions for advisers and we don’t
give our profits to shareholders. Instead,
everything goes back into building and
growing a better fund for our members.
We offer our members superannuation
products that invest and seek to grow
their retirement savings over time. We
seek to also offer insurance to provide
better financial security and peace of
mind. Financial advice and education
is also an important part of what we
do. We want to show our members
the small steps they can take – an d
the big difference those steps can
make to their future.

Goal
To be the preferred
superannuation fund
for Victorians
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VicSuper’s strategic priorities,
performance and objectives

Strategic priority

2014/15 Performance objectives

Growth and scale

• Implement a suite of organic growth initiatives and explore inorganic
growth opportunities

• Explore and leverage existing strategic alliances

Investments

• Continue to review our investment strategy with a particular focus on diversifying risk
• Continue to deliver on our investment communications strategy by improving transparency
• Further refine investment risk management using a quantitative risk tool,
economic scenario analysis and stress-testing

Products
and services

• Implementation of our product development strategy
• Provide information, education and advice services to members through a range
of channels, in a way that best suits them
• Deliver Super Stream and APRA regulatory requirements
• Implement and roll out EmployersOnline and our Clearing House solution
• Strategic insurance review

Brand and reputation

• Refine and develop our value proposition for members, employers and employees
• Deliver our Strategic Marketing Plan
• Build our Corporate Responsibility Roadmap
• Update our Sustainability Charter to include our prosperity objectives

People, systems
and processes

• Review and refine our company values
• Undertake the 2014 VicSuper Voice employee engagement survey
• Deliver initiatives to better link employee reward and performance
• Deliver on the next stages of our administration platform implementation
(Sonata and SonataWeb)

16

Progress

2015/16 Objectives

• Attract new members and employers to the Fund and keep our eye out for merger
and acquisition opportunities
• Work with our business partners to identify new growth opportunities

• Continue to review our investment strategy with a particular focus on diversifying risk
• Progressively evolve our investment model and build our investment team to support
our growth objectives
• Simplify how we communicate with our members on investments and our performance

• Explore ways to improve the experience our members have with us
• Deliver innovative and personalised digital communication to our members
• Develop more retirement income products so that our members can tailor their approach

• Help our members take action so that they can build their retirement savings
• Clearly explain to our members and employers why we are different and how we provide
them with value
• Communicate our position on climate change and investments to our members

• Deliver our new information management and IT security framework
• Start using our new administration platform to provide new and improved services to our
members and employers
• Use technology to better connect our members with their money
• Continue to meet our regulatory requirements
• Work with our people to develop a high performance workplace culture

Achieved

Underway

Not achieved
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How our strategy generates value
Our business strategy works to generate long-term value. We like to think of this as shared value: for us, our members,
our employers and our key stakeholders. The diagram below shows how each pillar in our strategic plan contributes to
generating this value.

Strategic
priority

Value creation
for VicSuper

Value creation for members,
employers and key stakeholders

Growth
and scale

• Increases the size and scale of the Fund which builds
long-term resilience into our business

• Provides greater security and peace of mind
for our members

• Helps leverage efficiencies and reduce costs
• Provides access to new investment opportunities

• Provides certainty and job security for
our employees

• Allows us to invest in developing our people, systems
and processes

• Enables us to increase services to regional
Victorian communities
• Helps us provide financial education initiatives
to Victorian communities
• Helps our employees to participate in
community volunteering

Investments

• Helps to optimise investment returns and increase
funds under management over the longer term

• Helps our members to build their long-term
retirement savings

• Helps to better manage risk and seek out
opportunities to create long-term value

• Increases investment in local and global
economies which contributes to economic
development

• Helps access a variety of investment opportunities
in the market
Products and
services

• Increases our ability to tailor services to
member needs

• Helps our members to build their long-term
retirement savings

• Helps maintain our competitive position in the market

• Provides members with access to product
solutions that are tailored to their age and
stage of life

• Provides opportunities to attract new members
• Retains members throughout their life

Brand and
reputation

• Helps to communicate why we are different from
our competitors
• Helps us to grow our membership and employer base
• Builds strong and lasting relationships
• Increases our ability to keep and attract
talented employees
• Demonstrates that we are a responsible
corporate citizen

People,
systems and
processes

• Engages and motivates our employees so that they
help us deliver on our vision, goals and purpose
• Helps build employee skills so that they can help
us to innovate and adapt to the challenges our
industry faces
• Drives efficiency and cost reductions through
investment in digital communication and technology
• Fulfils our fiduciary duties and drives ethical
behaviour through robust governance and risk
management
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• Enables us to influence positive change in the
corporate sector

• Reduces the administrative burden for employers
by simplifying processes
• Builds reputation and trust in our brand
• Helps our members to take small and easy steps
that make a real difference to their long-term
savings
• Helps us to have a wider impact by addressing
community issues including women and super,
the planet’s natural resources and climate change.

• Provides our employees with a great place to work
• Increases flexibility and access to information for
members and employers
• Provides tailored and more personalised services
for members and employers
• Protects members’ retirement savings and
contributes to the integrity of the superannuation
system as a whole

Engaging our stakeholders

Who are our key
stakeholders?
Our key stakeholders are important
to us, because our business is built on
relationships and trust. Our companywide stakeholder management plan
guides how we interact, communicate
and engage with these stakeholders.
Members
Comprising more than 241,500, our
members are our largest stakeholder
group. We interact with our members in
person, through face-to-face and online
seminars, over the phone and in writing,
as well as via social media, our website
and VicSuper MembersOnline (desktop
and mobile). In late 2014, we undertook
a number of member focus groups to
find out what members expect from us,
and we’re building our VicSuper Voice
member feedback platform. The insights
we gain will help us to further personalise
and improve our products and services
for members well into the future.
Employers
We support more than 25,000
employers Australia-wide, helping
them to manage and understand
their superannuation obligations.
Our Business Development, Employer
Services and Financial Advice teams
provide a range of face-to-face support,
while digital access to EmployersOnline
and our Clearing House solution make
paying super contributions simple.
We meet frequently with employers
and conduct workplace seminars,
webinars and workshops to help them
understand the latest developments in
superannuation laws and regulations.
In late 2014, we undertook a number
of employer focus groups to identify
how we can further improve on these
services in future.

Employees
We formally engage with our employees
on their performance and development
objectives twice a year. We also collect
their feedback through the annual
VicSuper Voice survey. Our People
Committee shares insights on this
feedback with our management team
so that we can develop initiatives that
help make VicSuper a great place to
work. Our employees receive regular
updates on our performance through
CEO-led breakfast seminars, team
meetings, our intranet and our internal
social media platform.
Investment managers,
advisers and consultants
We undertake due diligence prior to
the appointment of new investment
managers, and once appointed,
we conduct regular meetings and
teleconferences. Our investment
advisers and asset consultants provide
our management team and the Trustee
with strategic investment advice on how
to respond to changes in the economy
and our external environment. We also
receive feedback and reports from thirdparty specialists who engage with the
companies we invest in on environment,
social and governance issues.
Service providers
We undertake due diligence prior to
the appointment of new suppliers or
business partners in order to develop
more proactive and collaborative
working relationships. We try to work
with suppliers whose values are aligned
to ours. We also look for opportunities
to maximise innovation, efficiency and
continuous improvement for both parties.

Government, regulators and
voluntary organisations
We regularly meet and engage with
government representatives on issues
including industry reform, policy
development, economic development
and the natural environment. We
participate in public policy discussions
through industry forums, networks and
working groups. We engage in industry
change initiatives through our voluntary
signatory organisations, including the
Principles for Responsible Investment,
the United Nations Environment
Programme Finance Initiative and
the Natural Capital Declaration.
Industry associations
We collaborate with and are members
of a number of industry associations.
We also participate in thought
leadership research projects with
industry peers, experts and local
business leaders. You can find out
more on our website.
Victorian community
Through our Community Connect
program we deliver a broad range of
advice and education initiatives to help
build financial skills and knowledge in
the Victorian community. These freely
available initiatives are delivered to key
community groups, including Women,
Millennials and Gen Y, retrenched workers
and Pre-retirees. We also participate
in thought leading research projects
to help drive economic innovation
and jobs growth in the community.
Our employees also participate in
volunteering and fundraising activities.
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Growth and scale

Our strategic objective:
To improve our members’
retirement outcomes,
grow the Fund and to
realise the benefits
that scale brings.

Growing the Fund
Over the last five years we have
doubled the size of our Fund. This year
we surpassed our target of $15 billion in
funds under management. We’re proud
of what we’ve achieved to date, but we’re
also very excited about what the future
holds. We’ve set ourselves the same big
goal for the next five years; by 2020 we
want to grow our Fund to $30 billion.
This is going to take a lot of focus and a
lot of work, but we think it’s worth it.
Growing our Fund is important –
especially for our members. As we
grow we will be able to provide greater
diversity of products. We’ll also be able
to deliver more tailored information
to our members, how and when
our members want it. Growth also
brings greater access to investment
opportunities and helps us to be more
efficient at what we do. Both of these
play an important role in generating
consistent investment returns and
having fees that demonstrate good
value for money.
Our growth over the last five years has
resulted from a steady increase in net
contributions and strong investment
returns. As globalisation continues
and the world’s economies move into
a period of higher volatility and lower
growth, these returns may be harder
to realise.

FUNDS UNDER MANAGEMENT
$Billion

15.3
13.3

10.8
8.5

9.2

7.2

2009/10
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2010/11

2011/12

2012/13

2013/14

2014/15

Our Investments team is working to
monitor the economic outlook and adjust
our investment strategy accordingly.
This change in the economy will mean
that we can’t rely on investment
returns as the primary driver of Fund
growth, so we will need to innovate
and look at other avenues. In late 2014
we implemented our Marketing Plan.
This plan will help us to grow the Fund
by attracting new members and new
employers. And we’re happy to report
it’s already working. While other funds
in the industry are reporting shrinking
member numbers, our member numbers
increased slightly during the year. Over
time, these new members will help us
to grow the size of our Fund. Attracting
younger members is also an important
part of our strategy. As our membership
base ages, new younger members
will help us to maintain the long-term
sustainability of the Fund.
We’re prepared for what this growth
will bring. In an industry where most
funds outsource how they interact with
members and employers, we’ve taken a
different approach. Our administration
is managed in-house and in early
2015 we launched our new in-house
administration platform. We believe we
are one of the first funds in the industry
to implement a system of this kind.
We now have the in-house tools and
capabilities we need to help us better
understand what our members want.
We can also efficiently process larger
volumes of employer superannuation
contributions. These new capabilities,
teamed with our commitment to
personalised service, will help us to keep
our existing members and service our
new members well into the future.
VicSuper could also achieve growth
by merging with other like-minded
superfunds. A merger opportunity
is something that our management
team and Board would consider if a
good opportunity arose, however we
didn’t actively investigate any merger
opportunities during the year.

Growth and scale

Our members
Most of our members are Victorian,
with only a small number living
interstate. A large proportion of our
members work for the Victorian
Government, including teachers in
Victorian schools and TAFEs. We are,
however, seeing a growing number
of members from the private sector.
Most of these new members work in
professional services.
Our membership base is aging – a trend
that’s mirrored across the community
as the baby boomer generation moves
towards retirement. Whilst this trend
is the same for most funds, we have
a higher than average proportion of
members nearing retirement when
compared to the broader industry.
It’s important for us to provide these
members with innovative retirement
solutions and income products. More
information on our retirement solutions
is presented on pages 34–35 of this
report.
Almost 65% of our members are women.
Because women make up the largest
proportion of our membership base, we
have a number of financial education
initiatives that are specifically tailored
to their needs. More information about
our successful Super Woman Money
program is presented on page 41 of
this report.

Our employers
More than 25,000 employers pay
super contributions to us on behalf of
their employees. A large proportion of
our employers are from the Victorian
Government and the education sector,
however we are happy to report that
we’ve grown the number of employers
we have in the private sector and
small-to-medium Victorian businesses.
Continued growth in the private sector
is helping us to diversify our employer
base, and grow the Fund as well as the
services we offer to our employers.

NUMBER OF VICSUPER MEMBERS

NUMBER OF VICSUPER MEMBERS
253,828

253,828

243,980
240,465

241,723

240,465

241,723

243,980

2011/12

2012/13

2013/14

2014/15

2011/12

2012/13

2013/14

2014/15

MEMBER VOLUNTARY
CONTRIBUTIONS
Total ($Thousands)

MEMBER VOLUNTARY
CONTRIBUTIONS

1,062,221

Total ($Thousands)

634,321

634,321

2010/11

666,006 695,046
666,006 695,046

867,047

1,062,221

867,047

2011/12 2012/13 2013/14 2014/15

Salary sacrifice
2011/12
2010/11
2012/13 2013/14 2014/15
Member
contributions

Transfers from other funds
Salary sacrifice
Member contributions
Transfers from other funds

Every small step can
make a big difference
Each year we work with our
members to help them build their
long-term savings. There are a
number of really easy steps that
our members can take, steps that
can make a big difference in the
long run.
During the year we ran a number
of initiatives to try and help our
members reduce the cost of their
super. We helped over 15,000
members consolidate their super
into one account. Over the long
term, this could help save our
members thousands of dollars in
account keeping and insurance
fees.
We also helped members with
low balances to build their longterm savings. We prompted more
than 2,000 of our members to
make a post-tax contribution of
up to $1,000 to their account.
This helped them to gain access
to a government co-contribution
initiative if they were eligible.
As this additional contribution
grows over time, it will make
a positive difference to their
retirement savings.
We run several programs to
encourage members to add to
their super through salary sacrifice
contributions. Each year we see
more and more of our members
taking these easy steps, with
more than 18,000 of our members
adding to their savings this year
alone. Making small additional
payments, on a regular basis,
is a great way to help build longterm savings.
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Growth and scale

Financial performance
Throughout the year we maintained
a strong financial position. This was
driven by prudent management of
our expenses, positive investment
returns and strong inflows of super
contributions from our members.
We reported an increase in member
balances of 16.1% over the year, a
significant increase on the previous
year. We are happy to report that
our operating costs and capital
expenditure were within budget, and
our administration expense ratio also
reduced slightly to 0.32%, compared
with 0.34% in the previous year.
Operational risk reserve
By 30 June 2016, most Australian
super funds are required to hold
a minimum reserve, commonly
0.25% of net assets. This reserve aims
to cover operational risks. To meet
this requirement, VicSuper introduced
an Operational Risk Reserve (ORR).

The ORR was initially funded through
a transfer from the General Reserve
of 0.10% of funds under management
after 30 June 2013. An additional
amount of 0.05% has been added each
year through a charge included in the
calculation of unit prices and term
deposit maturity proceeds. The ORR
and 0.05% yearly charge will be
reviewed each year to ensure that
VicSuper is on track to meet this
legislative requirement.
General reserve account
Where VicSuper’s administration fee
and account-keeping fee are insufficient
to cover VicSuper’s management and
administration expenses, the shortfall
is paid out of the Fund’s General
Reserve account. The General Reserve is
invested in the Cash option, as advised
by the Chief Investment Officer, and in
accordance with VicSuper’s policy on
the management of reserve accounts.

Tax
The federal government’s prudential
framework for superannuation savings
is contained in the Superannuation
Industry (Supervision) Act 1993 (Cwlth).
Since 1 July 1999, VicSuper Fund has
been a complying superannuation fund
directly regulated under this Act, which
governs the majority of superannuation
funds in Australia. This means, among
other things, that Fund earnings are
eligible to be taxed at the reduced rate
of up to 15%.
Superannuation surcharge
Although this surcharge has been
abolished, VicSuper may still receive
surcharge assessment notices from the
Australian Tax Office (ATO) relating to
a period where the surcharge applied.
If we receive a notice in relation to a
member’s account, the amount assessed
will be deducted from the member’s
balance and paid to the ATO.

Balance of the reserve account as at 30 June 2015
Balance of the reserve account
As at 30 June

2015

2014

Opening
balance
$m

Transfer to the
Reserve including
earnings on
Reserve
$m

Transfer
(to) ORR
from the
General
Reserve
$m

Closing
balance
$m

% of
closing
Net Assets

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

27.9

19.0

-

46.9

0.31%

Operational Risk Reserve
(ORR)

16.8

7.6

-

24.4

0.16%

Total

44.7

26.6

-

71.3

0.47%

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

27.6

11.3

(11.0)

27.9

0.21%

-

5.8

11.0

16.8

0.13%

27.6

17.1

-

44.7

0.34%

19.0

8.6

-

27.6

0.25%

Operational Risk Reserve
(ORR)
Total
2013
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General Reserve (includes
$250,000 Admin. Reserve)

Growth and scale

Summary Statement of Financial Position as at 30 June 2015
2014 (audited)
$’000

2015 (audited)
$’000

Assets
Investments

13,254,923

15,399,549

Cash assets

72,864

88,077

Other assets

101,523

129,892

13,429,310

15,617,518

Income tax liabilities

163,754

232,250

Other liabilities

191,934

182,157

Total liabilities

355,688

414,407

Equals net assets available to pay benefits

13,073,622

15,203,111

Represented by liability for accrued benefits

13,073,622

15,203,111

10,928,837

13,073,622

2,873,037

2,945,478

Total assets
Less liabilities

Movement in liability for accrued benefits
Opening balance
Increase in accrued benefits
Less Benefits expensed
Transfer to/(from) reserve accounts
Closing balance

(745,422)

(842,609)

17,170

26,620

13,073,622

15,203,111

27,568

44,738

17,170

26,620

44,738

71,358

Movement in reserve accounts
Opening balance
Transfer to/(from) reserve accounts
Closing balance

Summary operating statement for the financial year ended 30 June 2015
2014 (audited)
$’000

2015 (audited)
$’000

Revenue
Gross investment income
Less Direct Investment expenses
Contributions and transfers from other funds

1,616,220
(25,863)
1,578,251

1,435,680
(32,005)
1,846,865

Other revenue

37,848

40,993

Total revenue

3,206,456

3,291,533

Less expenses
Administration expenses

45,042

49,135

Term insurance

45,306

100,568

Income tax

225,901

169,732

Total expenses

316,249

319,435

2,890,207

2,972,098

Equals benefits accrued as a result of operations
Transfer (to)/from reserve accounts
Benefits accrued after transfer (to)/from reserve accounts

(17,170)
2,873,037

(26,620)
2,945,478

VicSuper Fund’s financial statements and auditor’s report will be made available to members and beneficiaries on our website in October 2015.
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Our strategic objective:
to meet our long-term
objectives while delivering
consistently competitive
investment returns for
our members

Investment update
Equities continue to perform well
Australian equities had another positive
year, returning 5.6% (represented
by the S&P ASX 300 index) for the
period ending 30 June 2015. However,
they underperformed international
equities, which for Australian investors
were assisted by the fall in the value
of the Australian Dollar. Developed
international markets (represented by
MSCI World ex Australia) returned 15.4%,
while emerging markets (represented
by the MSCI Emerging Markets index)
returned 16.5%. VicSuper has a policy
to hedge 50% of our international
equities exposure. Tactically we reduced
this to 35%. This means 65% of our
international shares had the benefit
of a falling Australian Dollar.
Key indicators such as commodity
prices, the terms of trade and the
trade-weighted index point toward
the potential for further falls in the
Australian dollar. A lower Australian
dollar is crucial to increase the
competitiveness of Australia’s nonmining exports and provide a boost
to retail, tourism and home building.
Within equities, we continue to favour
international equities over Australian
equities (recall that as the Australian
dollar falls, the value of International
equities for an Australian investor rises).
Low interest rates continue to fuel
the chase for yield
Several central banks (US, Europe
and Japan) responded to weakened
economic performance by implementing
programs of quantitative easing, largely
by buying back bonds. These moves
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were designed to stimulate economic
activity and provided some support
for fixed income markets, particularly
in Europe and Japan. The Bloomberg
Australian Bond Composite Index (proxy
for Australian fixed income) and the
Barclays Global Aggregate (Hedged)
Index (proxy for international fixed
income) both returned 5.6% for the
year ending 30 June 2015.
The low interest rate environment of
the last year has meant that incomegenerating assets have remained
attractive to most investors. The
ongoing appetite for income saw many
continuing to buy into infrastructure
and property, pushing valuations higher.
Both infrastructure and property remain
an important element of our longterm investment strategy given their
diversification benefits. However, we
remain cautious in the near term given
we expect bond yields to rise in late
2015 into early 2016. The trigger is likely
to be the US Federal Reserve starting
to raise interest rates.
Where to from here?
Over the short-term, we expect interest
rates to remain around their current
levels. However, if interest rates rise
in line with expectations in late 2015
into early 2016, income generating
assets (infrastructure, property and
bonds) will likely underperform over
the medium term. Growth assets (such
as equities) on the other hand, will be
better positioned to benefit from an
improvement in the economic outlook.
Overall, we continue to favour equities
over bonds.

Investments

Investment option performance (% per annum) to 30 June 2015
FutureSaver
Investment Options

1-Year
annual
return

5-Year
annual return

10-Year
annual
return

10-Year investment
objective*

Performance
against
objective

Cash

2.12

3.12

3.99

4.17

-0.18

Term Deposit

NA

NA

NA

NA

NA

Capital Secure

5.63

6.21

5.22

4.67

0.55

Capital Stable

8.43

8.02

5.92

5.17

0.75

Balanced

9.94

9.50

6.40

6.17

0.23

11.12

10.59

6.47

6.67

-0.20

Equity Growth

12.55

12.08

7.01

7.17

-0.16

Equity Growth Sustainability

11.58

11.61

7.55

7.17

0.38

Australian Shares

5.38

N/A**

N/A**

N/A**

N/A**

1-year
annual
return

5-year
annual
return

10-year
annual
return

10-year investment
objective*

Performance
against
objective

2.63

3.71

4.72

4.87

-0.15

NA

NA

NA

NA

NA

Capital Secure

6.05

7.06

6.03

5.47

0.56

Capital Stable

8.84

9.04

6.80

5.97

0.83

10.66

10.75

7.33

7.07

0.26

11.98

11.98

7.37

7.57

-0.20

Equity Growth

13.04

13.48

7.82

8.07

-0.25

Equity Growth Sustainability

12.28

12.96

8.40

8.07

0.33

6.47

N/A**

N/A**

N/A**

N/A**

Growth (MySuper)

Flexible Income
Investment Options
Cash
Term Deposit

Balanced
Growth

Australian Shares
*

Based on an inflation rate of 2.67% per annum. Objectives are predictive in character, may be affected by inaccurate assumptions or by known
or unknown risks and uncertainties, and may differ materially from results ultimately achieved.

** The Australian Shares option was launched in 2013 so we are not able to report 5 and 10 year investment returns or performance against an
investment objective.
Please note that past performance is not a reliable indicator of future performance.
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Investment performance
During the year, options heavily invested
in ‘growth’ assets (i.e. the Growth, Equity
Growth, Equity Growth Sustainability
and Australian Shares options),
significantly outperformed those options
with investments in ‘defensive’ assets
(i.e. the Capital Stable and Capital
Secure options).
84% of our members are invested in
our Growth (MySuper) default option.
This option continued to perform well
and was amongst the top industry
performers in the 12 months to 30
June 2015, returning 11.1% over the year.
The Growth option for our retirement
income members (Flexible Income)
returned 12%. This performance is well
above the average of 9.8% for other
Growth options surveyed in the industry,
according to independent research body
Chant West.
Chant West also reported that our
Capital Stable option achieved a
number one ranking for 1, 3, and
5-year investment performance in the
Conservative category. Our Balanced
investment option ranked number
one in the Balanced category over a
1 and 3-year timeframe, and second
for its 5-year performance. The five
VicSuper investment options compared,
achieved top 10 rankings in their
respective categories, for 1, 3 and 5-year
performance, with the exception of
VicSuper Equity Growth, which ranked
thirteenth for 1-year performance.
Further information on the performance
of FutureSaver and Flexible Income
investment options can also be found
on pages 4–7.
Please note past performance is not a
reliable indicator of future performance.
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Investment strategy
and approach
Investment governance
Our Investment Governance Framework
outlines our investment beliefs and
our investment policy. It also outlines
the procedures, guidelines and skills
required to responsibly manage our
members’ retirement savings. These
help us to comply with the laws and
regulations that apply to our business,
including the Australian Prudential
Regulation Authority’s (APRA)
prudential standards (SPS 530) and
the Superannuation Industry
(Supervision) Act 1993.
We review and update this Framework
as our investment strategy evolves.
Our internal and external auditors also
help us to ensure that our approach is
effective and comparable with industry
and global best practice. During the
year we updated our Valuation Policy to
align with the APRA Prudential Practice
Guide (SPG 531). We also updated our
Governance and Proxy Voting Policy
which is available on our website.
Investment strategy
Our Investment Policy Statement
outlines our investment beliefs and
objectives. It is supported by our
investment strategy which governs how
and where our members’ retirement
savings are invested.
The overall objective of our investment
strategy is to optimise long-term
risk-adjusted returns for members.
Detailed information on our policy
and investment strategy is available
on our website.

Each year we review and update this
strategy and our Investment Committee
works with VicSuper’s Trustee to make
sure that our approach continues to
align with our beliefs, objectives and
commitments. We are committed to
meeting our long-term objectives while
delivering consistently competitive
investment returns for our members.
Strategic asset allocation
Within the investment strategy we set
a Fund-wide strategic asset allocation.
This allocation is reviewed each year
and covers a three-year timeframe.
It governs how the Fund’s investments
are distributed between equities,
fixed interest, real assets, cash and
alternatives. You can find out more
about each of these asset classes on
our website.
In June 2015, the Trustee approved a
Fund-wide increase in the allocation
to the alternatives asset class from
6.0% to 10%. Alternatives include
private equity, absolute return funds
and hedge fund strategies. This change
will be effective from 1 July 2015. This
increase was funded by an equal
reduction in Australian equities. The
increased allocation to Alternatives will
help us further diversify risk within our
investment portfolio.
Our investment strategy also outlines
the strategic asset allocation for each
of the investment options that we offer
members. Each investment option has a
different mix of the asset classes which
leads to different levels of investment
risk and expected performance for
the various investment options over
time. Offering multiple options allows
our members to pick and choose an
investment approach that best meet
their needs. Detailed information on
each of our investment options can
be found on pages 4–7 of this report.

Investments

Asset class

Fair value of
investments at
30 June 2014
($m)

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

1,659.85

1,750.24

2,116.25

2,227.69

Real Assets

1,326.55

1,448.83

Equities

7,795.70

9,455.74

356.58

517.05

13,254.93

15,399.55

Cash
Fixed Interest

Alternatives
Total

Dynamic asset allocation
The Trustee and Investment Committee
have the ability to implement dynamic
tilts. This dynamic tilt allows us to shift
our investment position +/- 15% relative
to the strategic asset allocation. This
typically occurs if we need to respond
to a change in the economy or if an
attractive investment opportunity is
identified.
Investment Return Objectives
In collaboration with our investment
adviser Frontier, we recently reviewed
our long-term investment return
objectives. Across most options, we have
reduced our return objective by 0.25%.
These new return objectives will be
effective from 1 July 2015. This change
was driven entirely by our expectation
of a lower cash rate going forward.
Ensuring that our investment objectives
are realistic is a key element of preparing
our members for what lies ahead. It also
gives our members the information they
need to plan for their retirement.
Net investment returns
In any given year net investment returns
can be positive or negative. These
net investment returns depend on the
financial performance of a member’s

investment options over a given period
of time. We calculate these returns using
a system known as unit pricing. You can
find out more about how unit pricing
works and how your investment options
are performing on our website.
Fair value of investments
The table above outlines the change
in the value of our investments over
the past two years:

FUND LEVEL STRATEGIC
ASSET ALLOCATION
30 June 2015

Equities

53.2%

Real assets

1 3.5%

Fixed Interest

1 8.3%

Cash

8.9%

Alternatives

6.1%

FUND LEVEL STRATEGIC
ASSET ALLOCATION
1 July 2015

Use of derivatives
VicSuper uses derivatives to control
the risk of movements in listed asset
classes. We use derivatives carefully and
all positions are fully backed by cash.
Derivatives are not used for speculation
or to leverage the Fund.
Investments over 5% of Fund assets.
As at 30 June 2015, none of VicSuper’s
investments were individually valued in
excess of 5% of the total market value of
the assets of the VicSuper Fund. Also,
there were no individual investments
held via individually-managed mandates
valued in excess of 5% of the total
market value of the assets of the
VicSuper Fund.

Equities

49.9%

Real assets

1 3.4%

Fixed Interest

1 8.3%

Cash

8.9%

Alternatives

9.5%
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Our investment managers
All of VicSuper’s investments are
managed by external investment
managers. Each investment manager
is selected for their unique skills
and particular area of expertise. The
selection process involved extensive
internal research combined with
independent advice from our asset
consultants. Environmental, social and
governance (ESG) consideration is
one element of the manager selection
process. Other factors include
investment performance, people,

philosophy and culture. Our managers
are monitored on an ongoing basis
and their performance is reported to
VicSuper’s Investment Committee and
Board on a monthly basis.
To help build and strengthen our
investment strategy we appointed
three new managers during the year:
• In November 2014, we appointed
Payden and Rygel to manage part
of VicSuper’s alternatives portfolio.
The aim of the strategy is to provide
diversification in order to help mitigate
equity risk and duration risk.

• In May 2015, we appointed Metrics
Credit Partners. Metrics has an
experienced management team that
understands the various opportunities
and risks associated with corporate
loans. Their mandate will help us to
maximise returns from this asset class.
• In March 2015, we awarded
AllianceBernstein a mandate for its
Emerging Consumer strategy as a
means of diversifying our emerging
market equities portfolio. We believe
that consumption growth in emerging
markets represents one of the biggest
investment opportunities in the world.

Major share holdings
The following table is a list of our top 20 Australian and international listed equities, as at 30 June 2015.
Top 20 Australian equities

%*

Top 20 international equities

%*

Commonwealth Bank of Australia

8.2

Apple Inc

1.3

Westpac Banking Corporation

7.1

Samsung Electronics Company Limited

0.9

Australia & New Zealand Banking Group

6.7

Johnson and Johnson

0.8

National Australia Bank Limited

5.6

Microsoft Corporation

0.8

BHP Billiton Limited

4.6

Novartis AG

0.6

Telstra Corporation Limited

3.7

Roche Holding

0.6

Macquarie Group Limited DEF

2.5

Taiwan Semiconductor Manufacturing

0.6

Exxon Mobil Corporation

0.6

JP Morgan Chase

0.6

Wesfarmers Limited
CSL Limited

2.1
2.0

Lend Lease Group

1.3

Merck & Co Inc

0.5

Woolworths Ltd

1.3

IShares MSCI India Index ETF

0.5

Origin Energy Limited

1.2

Citigroup Inc

0.5

AMP Limited

1.2

Bank of America Corporation

0.5

IShares MSCI Taiwan ETF

0.5

Suncorp Group Limited

1.1

Caltex Australia Limited

1.0

Procter & Gamble Company

0.5

Woodside Petroleum

1.0

Nestle SA

0.5

Sydney Airport

1.0

General Electric Company

0.5

Amcor Ltd

1.0

Oracle Corporation

0.4

QBE Insurance Group Limited

1.0

Wells Fargo & Company

0.4

Westfield Corporation

1.0

Industrial and Commercial Bank of China

0.4

* % of equities asset class
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VicSuper’s appointed investment managers
Australian
• BlackRock Investment Management
listed equities
Australian Equities

Australian
fixed interest

• Vinva Investment Management Enhanced
Index Australian Shares Fund

• Members Equity Portfolio Management Super
Loans Trust

• AB Global Investment Management Franked
Australian Value Fund

• Metrics Credit Partners Australian Diversified
Loans Fund*

• SG Hiscock SGH20 Fund
• Goldman Sachs Asset Management Core
Australian Shares Fund

International
fixed interest

• Vanguard Investments Global Equities

• BlackRock Investment Management Global
Aggregate Treasury Capped Fixed Interest
• Payden & Rygel Global Fixed Interest

• Tribeca Investment Partners Australia Smaller
Companies Fund
International
equities

• Blackrock Investment Management Australia
Fixed Interest

• Stone Harbor Investment Partners Fixed
Interest Multi-Strategy
Cash

• BlackRock Investment Management
Cash Fund

Property

• Novion Real Estate Direct Property
Investment Fund A

• Analytic Investors Global Managed
Volatility
• Generation Investment Management
Global Equity
• Carbon Aware International Shares Fund
• State Street Global Advisors Integrated
ESG International Shares Fund
• Walter Scott & Partners Global Equity
Growth Fund

• Novion Real Estate Direct Property
Investment Fund B

• Global Thematic Partners Global Thematic
Equity Fund

• Eureka Core Property Fund 3
• Investa Commercial Property Fund

• Sanders Capital Global Value Equity Fund

• Diversified NZ Property Fund
Global listed
emerging
market
equities

• Vanguard Investments Emerging Markets
Shares Index Fund
• Martin Currie Investment Management
Emerging Markets Growth Fund
• AB Global Investment Management
Emerging Markets Value Fund
• AB Global Investment Management
Emerging Consumer Fund*

Alternatives

Australian
infrastructure

• ROC Partners Private Equity (VicSuper)
Trust
• Cleantech Australia Fund Management
Partnership, LP
• Industry Funds Management International
Private Equity II
• Performance Venture Capital II
• Performance Venture Capital III

• Hastings Funds Management Utilities Trust
of Australia
• Industry Funds Management Australia
Infrastructure

Global
infrastructure

• Industry Funds Management International
Infrastructure
• Colonial First State Asset Management
Global Listed Infrastructure Fund

Agriculture

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

Timber

• Stafford International Timberland Fund IV
• Stafford International Timberland Fund V
• Stafford International Timberland Fund VI
• Stafford International Timberland Fund VII

• Emerald Cleantech Fund II
• Generation Investment Management Climate
Solutions Fund
• Payden & Rygel Global Absolute Return Fund*
* Newly appointed in 2014-15
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Integrating environment,
social and governance
factors in the investment
process
We are ‘universal investors’ in a broad
range of global companies and assets.
This means that we have a vested
interest in the long-term sustainability
of the global economy. It also means
that we work to understand the
environmental and social challenges and
risks faced by the companies we invest in.
As a universal investor, we believe that
being an active owner is an important
part of delivering long-term value to our
members, and it’s how we demonstrate
that we are a responsible corporate
citizen. We carefully select who
manages our investments, we engage
with the companies we invest in, we
actively work with our industry to drive
positive change, and we openly report
on our performance to our members
and the broader public.
We also believe that our investment
managers have an important role to play
in ensuring that we invest responsibly.
Investment managers across our
portfolio consider environment, social
and governance (ESG) factors as part of
their risk management and investment
process. They also engage with the
companies we invest in on their ESG
performance, help us discharge our
voting duties, and report back to us on
how they are going. In our industry this
approach is known as ESG integration.
Globally, it is now the most widely
adopted approach to responsible
investing. According to the Responsible
Investment Association of Australasia,

95% of Australian funds that invest
responsibly use an ESG integration
strategy.
The integration of ESG factors into the
investment process at VicSuper does
not mean the inclusion or exclusion
of particular companies on ethical or
moral grounds. However, we have legacy
investments in clean technology and
low carbon. These positively screened
investments equate to about $860
million or 5.7% of the Fund. In addition,
in line with many of our industry peers,
the Trustee has resolved to divest
companies that produce tobacco
products from the Fund's investment
portfolio. Where VicSuper invests in
trust vehicles managed by third parties,
this negative screen on tobacco is
applied on a best endeavours basis.
Our commitment to active ownership
and ESG integration can be found in our
Investment Policy Statement. Details on
how ESG integration works in practice
can be found in our ESG Integration Guide.

Reporting on our performance
Each year we provide information to
a number of key industry benchmarks
and surveys. To meet our obligations
as a signatory to the Principles for
Responsible Investment (PRI), we submit
a report on how we’re progressing
against the implementation of the
six best practice principles on ESG
integration. A copy of our latest report
can be found on the PRI website.
During the year we also completed
industry surveys on carbon management
and responsible investment. You can
find information on our responses to the
Asset Owners Disclosure Project and the
Responsible Investment Association of
Australia benchmarking report on their
respective websites.
In early 2015, VicSuper was awarded
the SuperRatings Infinity rating for
the second year running. This rating
recognises the implementation of
responsible investment principles across
the Fund.

ESG integration
Via active ownership

Via external investment managers

• Manager selection and monitoring

• Integration of ESG factors into
investment process

• Company engagement and
proxy voting
• Disclose and reporting

• Engagement of portfolio
companies

• Industry collaboration

• Proxy voting
• Provide case studies and
quarterly updates

Long term member value
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Engaging with the companies
we invest in
We have appointed a number of local
and global specialists to help us to
engage with the companies we invest
in on their environment, social and
governance performance. The overall
aim of this engagement is to protect
the long-term value of our members’
retirement savings. We believe that
engagement also works to positively
change and influence corporate
strategies and behaviour. We post
regular reports on the outcomes
of these activities on our website.

Regnan Governance Research and
Engagement Pty Ltd (Regnan) and the
Australian Council of Superannuation
Investors (ACSI) undertake engagement
with our Australian-listed companies.
UK-based Hermes Equity Ownership
Services (Hermes EOS) undertakes
engagement with listed international
companies in which we invest, as
well as regulatory bodies and other
intermediaries.

ESG ENGAGEMENT TOPICS
%

Environmental

18%

Social/Ethic

25%

Governance/Strat/Risk

57%

Governance factors
Our international engagement specialist has been engaging with a Swiss-based
pharmaceuticals company on governance issues for several years, with a particular
emphasis on remuneration disclosure and advisory votes. Shareholders had been
losing confidence in this company, and the regulatory environment has recently
changed, with the introduction of Switzerland’s new say-on-pay law in 2013.
In response to this engagement and the change in regulation, the company has
significantly transformed the composition, structure and operations of its board
over the last two years. A new chair was appointed in 2013. The company’s
committees, particularly the compensation committee, were refreshed – a
critical step towards rebuilding shareholder confidence. The company also
decided to introduce an advisory vote on its remuneration report, which had
been long encouraged, and a binding vote on the quantum of pay at its 2015
AGM. Furthermore, leadership, culture, and processes, at the highest levels of the
company, have significantly improved.
The engagement meeting with the chair and compensation committee chair in 2014
greatly reassured us that the changes have resulted in a substantial strengthening
of the board and improvements in how it operates. Indeed, the company has clearly
listened to the concerns of its investors and, building on the governance changes
introduced by its new chair, has been working on winning back their trust.

742

Engagement meetings
on ESG issues

1,572

 SG issues actively discussed
E
with companies
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Unconventional oil and gas extraction
Unconventional gas refers to oil and gas resources that were traditionally
considered too difficult or costly to produce. Due to improvements in extraction
technology and market prices, this extraction has now become financially viable.
It is now emerging as a significant growth opportunity for oil and gas companies
and a major source of Australian economic development.
There are, however, many potential environmental and social impacts associated
with the extraction of unconventional oil and gas. Agricultural landowners and
communities have expressed concerns regarding the future impacts on farm
production and the impacts on human health. The increased focus on climate change
impacts and a transition to a low-carbon economy is also challenging the sector.

Proxy Voting
As an active owner, and in alignment
with our PRI signatory obligations,
we exercise our voting rights and
we monitor proxy voting activities.
Voting on company resolutions is an
important part of influencing company
performance and behaviour in our
equities portfolio.

Corruption, bribery and ethics

In early 2015 we updated our
Governance and Proxy Voting Policy.
Prior to March 2015, Hermes EOS
provided 'intelligent voting' services to
VicSuper for a number of international
funds. As of April 2015, we delegated
responsibility for voting across all
portfolios to our investment managers,
while ACSI continues to provide voting
advice on issues relating to companies
in our Australian equities portfolio.

One of our external managers invests in a Macau-based casino operator, which
is majority-owned by a US parent company. From a social perspective, our
investment managers are aware of the negatives associated with problem
gambling when investing in casino stocks. Other risks associated with companies
specifically operating in the Macau gaming market also include corruption and
the associated regulatory backlash.

We provide information on our
voting statistics on our website. We are
currently working on a project which will
provide clear and real-time information on
our voting practices. This new platform
should be up and running later in 2015.

For the past five years, our specialist engagement providers, Regnan, have
been engaging with unconventional oil and gas companies and the Australian
Government urging caution and the adoption of best practice risk management
practices. As a result of this engagement we have influenced improvements in
the sector, including improvements in risk management standards and more
comprehensive disclosure of performance.

Relative to its peers, this company looks well placed in this regard. It is subject
to the parent company’s International Code of Business Conduct and Ethics,
and Conflict of Interest Policy, which set out strict anti-corruption and foreign
transaction and payment guidelines. These guidelines are in line with the US
Foreign Corrupt Practices Act.
In general, ESG matters are a consistent area of engagement with casino
operators (specifically on regulatory developments in Macau and Labour issues).
Consistent engagement has led to this specific company showing significant
improvements in addressing corruption and anti-bribery concerns through
strengthened policies and governance in the last couple of years.

Managing safety and human rights risks in retail supply chains
During this year our engagement specialists met with several global retailers on
their supply chains. As part of the engagement, Hermes EOS visited the supplier
factories of four global retailers in Bangladesh. During their visit they gained
first-hand impressions of the lives and working conditions of factory employees.
They noted that the Accord on Fire and Building Safety in Bangladesh and the
Alliance for Bangladesh Worker Safety Initiatives, launched in the wake of the 2013
Rana Plaza building collapse, appear to have greatly improved building safety in
Bangladesh. While Hermes EOS was in Bangladesh they also met non-government
organisations and other key stakeholders to raise a number of key concerns. These
included pressing for education of the industry on health and safety, the fair living
wage, environmental issues and the empowerment of women.
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91.3%

Votes for management resolutions

7.3%

Votes against management resolutions

1,855

Meetings at which we voted
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Climate change and investments
In addition to our investment managers considering climate
change risks in the investment process, engaging with the
companies we invest in, and regular reporting to surveys and
benchmarks, here is a summary of what else we undertook
this year on climate change and investments:
Keeping up to date on the latest developments
We take part in a number of industry forums that help to
keep us up to date on the latest climate change risks and
opportunities. These include the Principles for Responsible
Investment, the Investor Group on Climate Change and the
United Nations Environment Program Finance Initiative and
the Responsible Investment Association of Australia.
International engagement on climate policy
In 2014 we signed the Global Investor Statement on Climate
Change. This statement, signed by over 360 global investors,
asked governments the world over to provide certainty
on climate policy. As an investor, we need this certainty to
make long-term investment decisions that help our whole
economy transition.
In 2015, we collaborated with our industry association, the
Investor Group on Climate Change (IGCC), and our industry
peers on a letter to the German Presidency of the Group
of 7 (G7) Finance Ministers. This letter called for them
to make a high-level political commitment to long-term
global emissions reduction goals in the Paris agreement.
It also asked them to submit short to medium-term national
emissions pledges and country level action plans prior to the
Paris meeting in December 2015.

Measuring the carbon footprint of our investment portfolio
For the last eight years we have measured the carbon
footprint of our equities portfolio. We were the first fund in
Australia to report in this way. We also plan to keep providing
this information to our members. In 2015 we formalised this
commitment by signing the Montreal Pledge.
Over the last eight years we have seen a 5% reduction in the
carbon intensity of our equities investments. More information
on what this means can be found on our website.

CO2 EMISSIONS INTENSITY OF VICSUPER EQUITY PORTFOLIO
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Asking our members what they want
As part of our Climate Management and Investments
Strategy we are asking a sample of our members if they
would like a product that specifically addresses climate
change. We’ll use the results of the climate survey to inform
our approach and what we communicate to members in
early 2016.

We are currently working on our Climate Management and Investments Strategy.
In early 2016, after the Paris climate change conference8, we will provide our
members with a full update on the action we will take.

8

The 21st session of the Conference of the Parties to the United Nations Framework Convention on Climate Change (UNFCCC) is taking place in December 2015, in Paris.
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Our strategic objective:
Optimise members’
retirement outcomes and
meet employers’ needs
by offering a range of
high quality products
and services

Our product innovation
strategy
We’re committed to providing our
members with high-quality products
that deliver value for money now, and
into the future. We also recognise the
increasing need to provide members
with new and innovative products
that complement those we already
offer. We’ve been working hard on
a number of fronts to make sure we
develop products that deliver real and
meaningful financial outcomes for our
members. Our ‘whole-of-life’ product
innovation strategy provides us with a
clear framework to deliver a range of
flexible financial solutions for members,
a range that offers something for every
stage of a member’s long-term saving
and retirement journey.

Over the past year, the development of
innovative retirement income products
has been a key focus. While our retired
members only make up around 4% of
our membership base, they hold almost
a quarter of our overall funds under
management. And it’s a demographic
that’s set to grow, with a large
proportion of our membership due
to retire over the next decade.
In response, we launched two new
retirement income products in May
2015: Guaranteed Income for Life and
Guaranteed Fixed Term Income.** We’ve
provided more detail on these products
in the case study below. Looking ahead,
we’ll continue to focus on innovation in
this area, and we remain committed to
expanding our suite of flexible products
to suit what our members want and need.

We offer flexible and value-for-money products for
all of our members – no matter where they are in life
Stage of Life

Years spent working

Transition to retirement

Our FutureSaver product

Our Transition-to-

Our Flexible Income

is a value-for-money

Retirement product helps

product* is for members

super account for

members who are eligible

who are retired and want

members who are still

to retire – but aren’t quite

to access a regular income

in the workforce

ready to give up work – to
access their super and tax
benefits

VicSuper
products

In retirement

Our Guaranteed Income
for Life product pays
members a lifetime
income**
Our Guaranteed Fixed
Term Income product
pays members an income
for a chosen term**

Our insurance products underpin and protect the financial
wellbeing of our members and their families

*
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From 1 January 2015 the name of VicSuper’s pension product was changed from VicSuper Pensions to VicSuper Flexible Income. This new name better reflects
what the product offers our members: an income in retirement. There were no changes to any features, benefits or fees as a result of this name change.
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Flexible products that
offer value for money

Retirement income
solutions – a ‘layered’
approach
As more of the Australian population
move into retirement, including
many of our members, it’s becoming
increasingly important for super
funds to offer retirement products
that provide a stable income in
retirement. This was recognised in
the recent Financial System Inquiry,
which recommended the development
of comprehensive income products
for retirement. These products will
become increasingly important as the
government tightens up access to the
Age Pension over time.
In response, we’ve been working to
develop products that generate a
consistent income for our members
throughout their retirement. Our new
product strategy is based on the
philosophy of ‘income layering’; which
allows our retired members to combine
different products in order to get the
best outcomes from their retirement
savings. We now have a number of
products on offer. Some offer regular
stable incomes, and others provide the
opportunity to grow retirement savings
by taking advantage of market returns.
With the launch of two new
guaranteed income products** in
May 2015, we believe we’re the first
public offer super fund to provide an
integrated retirement income solution
for our members. And this is just the
start of what we’ve got to come.
Our new Guaranteed Income products
will help our members secure a
guaranteed income either for life

**

or a defined number of years. We think
this will provide our members with
greater peace of mind. In return for an
initial lump sum investment, a series of
payments is paid over time, regardless
of market ups and downs. Guaranteed
Income for Life pays a lifetime income,
while Guaranteed Fixed Term Income
pays an income for a chosen term.
Both of these products help our
members to meet their basic spending
needs and manage the risk of running
out of money – it’s a little like receiving
a regular pay cheque. Our financial
planners work closely with members
to demonstrate how these products
can best suit their requirements and
get the most out of their money.
It’s important to note that, consistent
with the income layering philosophy,
in most cases, we think our Guaranteed
Income products will form only part of
the story. We believe that our existing
Flexible Income product will continue
to be an important part of our
members’ overall retirement strategies.
This product solution provides our
retired members with flexibility,
potential returns that help to build their
savings and access to market growth
opportunities. We’ll also continue to
offer Term Deposits for members who
are looking for stable returns over a
defined period of time.

We offer a range of flexible products
that offer great value for money. These
range from superannuation products
for members who are working and
actively contributing to their longterm savings (including our MySuper
default product), through to flexible and
guaranteed retirement income solutions
for members who are approaching
or are already in retirement. We also
offer insurance products to help our
members protect their future financial
wellbeing. Our website contains detailed
information on our superannuation,
retirement and insurance products.
Our FutureSaver, MySuper and Flexible
Income products were awarded the
SuperRatings Platinum rating for
the third year running. This rating
acknowledges that our products
deliver the “best value for money” in
the marketplace. In early 2015, we were
also awarded the SuperRatings Infinity
rating. This recognises our long-term
commitment to managing the social and
environmental impacts of our operations
and the implementation of responsible
investment principles across the Fund.

You can find out more about our
approach to retirement income
solutions on our website.

VicSuper relies on Challenger Life Company, under life policies issued to VicSuper by Challenger, to fund
payments to members who select these products. VicSuper does not itself provide a guarantee.
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7,000+
face-to-face member advice sessions

1,950+
 ver-the-phone member
o
‘express’ advice sessions

99.9%
 f members surveyed would
o
recommend our financial planners
to their friends and family

Personalised and friendly
customer service
At VicSuper, we think we’re a little
different to the rest of the pack. In an
industry that has outsourced much of
its customer service functions, we’ve
taken the opposite approach, managing
our services in-house. This means we
deliver a different kind of service –
one that’s personalised, approachable
and responsive. No matter how you
contact us, you’ll always deal with one
of the friendly and knowledgeable
VicSuper team.
Over the past year our Melbourne-based
Member Centre received an average
of 533 calls per day. We answered and
resolved 99% of these calls either on
the spot or on the same day. Our team
helped our members with a wide range
of super enquiries including how to
access MembersOnline, our mobile site
and the digital tools on our website.
Our Member Centre team also play
an important role in connecting our
members with our in-house financial
planners and our financial education
seminars.

Financial planning, advice
and education
We believe everybody is entitled to
affordable and high-quality advice.
This is why we offer our superannuation
advice at no charge to members in most
instances.
We have over 45 in-house financial
planners. They have a sound
understanding of how to plan for
retirement and how members can
get the most out of their savings.
Our planners work closely with
members, especially those nearing
or in retirement, to develop tailored
and personalised solutions. We think
you’d be hard pressed to find better
value advice elsewhere.
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We have a number of mechanisms in
place to make sure our financial planners
act in the best interest of our members.
You can find out what we are doing to
manage ethics and financial planning
on page 12 of this report. All of our
financial planners are registered with
the Australian Securities & Investments
Commission (ASIC). This means that you
can find information on each planner’s
industry background and experience on
the ASIC website. We’re also registered
with the Tax Practitioners Board, which
means that we’re accredited to provide
superannuation tax-related advice.
Over the past year our financial planners
provided many of our members with
superannuation advice, delivering more
than 7,000 face-to-face advice sessions
and a further 1,950 phone-based
‘express’ advice sessions. Based on the
feedback that we received after these
sessions, 99.9% of members surveyed
said they would recommend VicSuper’s
advice services to their friends and family.
In addition to providing members with
advice on how to grow their super
savings, we deliver a broad range
of education initiatives to help build
financial skills and knowledge. This helps
members to get the best possible longterm outcomes for their savings and it
also helps them to make good choices
in day-to-day life. During the year we
reached over 16,200 people through our
workplace education workshops and
information sessions, investment forums,
and member seminars.

Products and services

Supporting our employers
We know that making super
contributions is just one of many
obligations that come with being an
employer. It’s our aim to make it this
process as simple and efficient as
possible so that employers can spend
their time on their core business. We
service over 25,000 employers across
Victoria and our Employer Services,
Financial Planning and Business
Development teams all contribute to
providing our employers with friendly,
personalised service and the support
they need.
The on-boarding process
As a first touch point, our Business
Development team establishes initial
contact with new employers. They
work to understand each employer’s
individual needs as part of the onboarding process. They also guide new
members through the joining process.
This personalised service is given to
most new members who join VicSuper
through their employer who has recently
elected us as their default fund. We
believe that taking the time to do
this is important. It also provides new
employers with the peace of mind that
they made the right decision to choose
us as their default super fund and
convey the value VicSuper can deliver.

Ongoing information and support
Our employer-servicing model allows
us to help our employers to understand
their super obligations. Our relationship
managers provide our employers with
administration and technical support to
ensure they are meeting their regulatory
obligations. This support is delivered
through face-to-face employer seminars,
newsletters and briefings. We’ve also
introduced employer webinars to
further increase access to this important
information. Going forward we’d like
to make our employer-servicing model
even better, and have established
an internal working group to further
improve and develop our approach.
Workplace education sessions
for employees
Our financial planners also work with
our employers to organise and deliver
workplace education sessions for
employees. This support strengthens
our relationships with employers and
helps to strengthen engagement with
their own workforce. Providing their
employees with access to financial
education helps demonstrate that they
care about the wellbeing and future
financial security of their employees.
In addition to making over 850 visits
to employers, our financial planners
conducted over 1,000 educational
sessions with approximately 13,800
members attending workshops and
information sessions in the workplace.

Helping our employers
with SuperStream
The SuperStream reforms are
changing the way our employers
and subsequently our back office
processes super contributions.
From August 2013 we were
SuperStream compliant for rollovers
and from 1 July 2014 we started
accepting contributions.
SuperStream gave us an opportunity
to engage with our employers
and deepen existing employer
relationships. To date we’re
progressing well with transitioning
our employers over to this new
system, with most of our large
employers and around half of our
small employers now complying
with SuperStream requirements.

850+

 isits by financial planners to employer
v
workplaces during the year

520+

 mployers attended our seminars
e
and webinars over the past year
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More accessible tools
and information
We’re currently working on a number
of projects to ensure our members
can access advice and education in
different ways. We’ve opened more
serviced offices in regional centres
so that more members living outside
Melbourne can meet face-to-face
with our financial planners.
We’re also working on a number of
online tools and webinars to provide
members with access to information
at a time that suits them best. This is
an important part of our strategy to
reach more of our members. We want
to help them take easy steps – steps
that can make a big difference to
their retirement savings.
During the year we launched an online
Retirement Planner. It’s freely available
on our website and is focused on
simplifying the retirement planning
process through three easy steps:
• determining how long savings and
income will last in retirement using
the Life Expectancy calculator
• forming a picture of future
spending with the Budgeting tool
• generating a retirement income
report to help guide the retirement
planning process.
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An update on our
insurance products
Insurance is a topic that people don’t
really like to think about, but it plays a
very important role in protecting the
financial wellbeing of our members and
their families in stressful times. It helps
to provide an income if members can’t
work due to illness, and it provides some
financial security for their family if they
pass away.
In our last annual report, we told our
members that our 2014 insurance
review was particularly challenging.
Like the rest of our industry, our
insurance premiums increased quite
significantly from 1 July 2014. This was
the first substantial increase for VicSuper
members in a number of years.
The insurance industry has been
through a challenging time of late,
with insurers and reinsurers making
significant losses in recent years on
their group insurance arrangements.
Last year these losses, combined with
other economic pressures, resulted
in significant increases in premiums
for funds right across the industry.
We’re happy to confirm that as a result
of our most recent insurance review,
we have successfully locked in current
premiums for a further two years.
This means we expect to be offering
insurance to members at today’s
rates until 30 June 2017.

In addition to locking in premiums,
we’ve also made a number of changes
to improve the member experience.
These include collecting more
information up-front in the insurance
application and eligibility assessment,
which makes the process less stressful
down the track if our members do
make a claim. We’ve also simplified the
process for claiming Income Protection,
by assigning one of our in-house case
managers to look after our members
from beginning to end.
In early 2015 we launched eApply, which
allows our members to apply, change
or cancel their insurance via our website
or MembersOnline. This new platform
has simplified and sped up the insurance
process for our members. In most
instances members find out on the spot
whether their insurance application
has been approved.

Brand and reputation

Our strategic objective:
To build a strong brand
that creates advocates,
differentiates us from our
competitors, and supports
our growth agenda.

Engaging with
our members
We want to help our members
understand that their super is not
something to be avoided. We want
to make super real, meaningful and
relevant for them. We know we can
help our members see the small steps
they can take, and the big difference
these steps can make.
We also know that keeping in touch with
what our members think is important.
This information helps us to proactively
manage any issues or challenges. It also
helps us to develop new and innovative
products and services to better meet
the needs of our members.
We’ve been measuring how happy our
members are with our products and
services for quite some time through

regular surveys. This overall measure
that we use is called a Net Promoter
Score. The last survey results in
February 2015 showed that we had a net
promoter score of nine. Industry scores
spanned from negative 47 through to
positive 479 In comparison to industry
peers our performance aligned with the
industry average of 11– but we know we
can do even better.
We’re in the process of launching a more
holistic approach that will provide us
with oversight across all key member
experiences and to seek feedback from
our members. This online survey platform,
called the Voice of the Customer, will help
us to identify how we can improve our
service, products and the experience that
members have with us. It will also give
us the feedback we need to understand
whether we’re delivering on our brand
promise and our values.

Who we are and what we stand for
We’re member focused
Our members are at the heart of every decision we make
and everything we do. All of our profits are retained for the
benefit of our members. We are also focused on providing
great value products and services to our members, no
matter where they are at in life.

We value individuality and diversity
Our entire focus is about delivering great outcomes for all
of our members. Our members are made up of different
people with different needs. Our job is to help them get
where they want to go. We do this by making available
help that is personalised to their needs.

Our member services are managed in-house. This means
We’re born and bred in Victoria, so we’re in touch with
we can quickly answer questions. It also helps us to provide local lives and connected with local communities.
great personalised service.
We value efficiency, ease and simplicity
We want to make navigating super easy for our members.
We are focused on helping our members take easy steps
now that can make a big difference in the long term. We
explain things simply so that our members understand
what we do, what we offer and how we can help.

9

We value continuous improvement
We want to make our members progressively better
off. We listen to our members. We’re honest with them
and ourselves. This two-way communication helps us
understand how we can get better at what we do.

Calculated using results from the 2015 FEAL Net Promoter Score survey. Future scores will be calculated directly through our Voice of the Customer program.
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A better kind of
experience
Knowing our members and employers is
important to us. We want to understand
what they need, the challenges they
face, and who they expect us to be.
In late 2014 we held over 20 face-toface focus groups with employers and
members to better understand their
needs and who they want us to be.
The workshops helped us define our
new brand values and our new value
proposition. The information that we
gained from these sessions has been
invaluable. We’re now using what we
learnt to revolutionise the experience
that members and employers have with us.
Soon our members and employers
will start seeing a different kind of
VicSuper. We’ll still be personalised and
approachable, and we won’t lose sight
of all the fantastic things we’ve achieved
to date. But we want to make things
simpler still, and we want to be even
easier to deal with. We want everyone
to have the same experience no matter
how they contact us. And our response
will be more personalised to what our
members and employers need. We’ve
only just started this journey of change,
but we’re committed, and we’re excited
about the possibilities and difference
it can make for our members and
employers.

Our growth plans
By 2020 we want to grow our Fund
to $30 billion. To help us achieve
this we launched our Marketing Plan
in late 2014, to help us to grow the
Fund by attracting new members and
new employers. Together, these new
members and employers will help us to
diversify and maintain the long-term
prosperity and resilience of the Fund.
We’re happy to report it’s already
working. We have taken a very different
values driven approach to attracting
new members and growing our
presence in new and different markets.
As a result of this work our member
numbers increased during the year. We
also signed up hundreds of new default
employers and made significant inroads
into a number of new markets.

Industry engagement
and thought leadership
We participate in many forums and
industry networks. They help us to
keep in touch with the latest regulatory
changes and investment trends. They
also ensure that we keep up to date
with best practice approaches both
here in Australia and across the globe.
A full list of our industry associations,
memberships and signatories and the
thought leadership work we are doing
can be found on our website.

Monitoring retirement
adequacy
We monitor the average balance of
our members’ accounts to keep a
check on how their long-term savings
are progressing. Our members who
are still working have an average
balance of $49,800 and our retired
members have an average balance
of $309,500 in their accounts. During
the year we began monitoring how
our members who are approaching
retirement are going. Our members
who are aged between 50 to 65 years
old currently have an average balance
of $92,618.
In many cases our members’ savings
are less than the current amount
needed to live comfortably in
retirement10. This means that most
of our members will also need to rely
on the access to the Government
Age Pension when they retire.
We know it’s up to us to do
something about this. We want to
change the status quo. So we are
about to launch a series of programs
that will help our members to take
action now to build their long-term
savings.

During the year we became a signatory
to the Natural Capital Declaration. We
also continued our work with the Future
Economy Group. This thought leadership
work focuses on looking at how we
can support future jobs growth in the
Victorian economy by looking after our
natural resources.

10 $545,000 is required for a comfortable lifestyle for a single person. The lump sums required for a comfortable retirement assume that the retiree/s will draw down
all their capital, and receive a part Age Pension. 2015, ASFA Retirement Standard, available at: www.superannuation.asn.au/resources/retirement-standard
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“The program helped me regain a sense of control
over my finances, but in an interesting way. A free
program with as much value as this is such an
awesome opportunity!” (2015 participant)
Making the future super
for women
Our Super Woman Money Program is a
financial education program for women.
It was launched in 2012 and aims to
help women build confidence and take
control of their finances now and in
the future.
The program plays an important role for
our members and women in the broader
community. Financial disadvantage for
women in retirement is one of Australia’s
largest socio-economic issues. It is
universal and far reaching. It’s not
commonly discussed at the dinner table,
but the impact of this disadvantage is
felt by almost every Australian woman,
and the family that surrounds her.
We now know that around 90 per cent
of Australian women retire without
adequate superannuation savings.11
This means that almost all of Australia’s
women don’t have the capacity to be
financially independent in retirement.
They have no choice but to rely on their
partner, family or the government for
financial support later in life.
Research has shown that this
disadvantage is primarily caused by the
gender pay gap which has remained at
around 18% for the past two decades
in Australia without much change or
improvement.12 Factors which further
compound financial disadvantage for
women include taking career breaks

to raise a family, working part-time, life
changing events such as divorce, and
more limited employment opportunities.
These factors combined mean that most
Australian women will retire with less
than half of the savings of their male
counterparts. Even those women who
haven’t pursued career breaks tend to
end up with around 9% less super than
the average male at retirement.13
Around 65% of VicSuper’s members are
women. These women are your teachers,
they undertake leading medical research,
they work tirelessly to protect the
environment and they provide essential
social services to the community. Whilst
these careers and backgrounds are
diverse, many of our women members
face the same challenge when it comes
to money. This challenge is about
independence. It’s also about choice.
But at the heart of the matter, it’s about
having the confidence to take control.
We believe that women deserve more.
So we developed the Super Woman
Money Program to empower women. We
firmly believe that financial knowledge,
confidence and choice helps women
take that control. These principles are
at the very centre of the Program.

Our new-look Super Woman Money
Program is shorter and more targeted,
and launched at the end of July 2015.
The program incorporates simple
tasks which help make the information
practical so that women can use what
they’ve learnt right away. We’ve also
incorporated many new digital elements
including videos, webinars, online
information and access to financial tools,
so people can access information in their
own home. We believe these changes
will increase the accessibility of the
program and provide greater flexibility,
helping us to reach more women and
empower real change.

7,250

 omen have participated in the
w
Super Woman Money Program since 2012

We’ve already reached thousands of
women and we’ve set ourselves some
lofty targets to reach thousands more
women through the program. In the next
year alone we want to reach at least
5,000 more women.

11 http://www.superannuation.asn.au/media-release-7-march-2014
12 https://www.wgea.gov.au/media-releases/gender-pay-gap-171-employers-tackle-pay-inequity
13 ANZ Women’s Report, 2015
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The Natural Capital
Declaration
We’re proud to announce that we
were the first Australian super fund
to formally become a signatory of the
Natural Capital Declaration – a global
initiative for financial institutions
which is run by the United Nations
Environment Program Finance
Initiative (UNEPFI) and the Global
Canopy Programme. To date, the
declaration has been signed by more
than 40 CEOs of large financial
institutions. These include banks,
super funds, sovereign wealth funds and
insurance companies across the globe.
So what is ‘natural capital’? It’s the
land, air, water, forests and living
organisms on the planet. Industries
including farming, manufacturing,
mining, technology and infrastructure
use these environmental resources as
raw inputs. As such, the health and
availability of natural capital underpins
all human economic activity. The full
value of natural capital is currently
not priced into the global economic
system, and the declaration aims to
help change this.
We have a long history of integrating
environmental, social and governance
considerations into the way we invest
and operate our business. Signing
the declaration forms part of our
Corporate Responsibility Strategy
and supports our commitments to
industry engagement and advocacy.
More information on the declaration
can be found on our website.
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Creating a better future
We believe that being a responsible
corporate citizen is an important part of
being a progressive and future-focused
business. We think it’s important to be
led by our values, have good governance
systems in place, and continue to act in
our members’ best interests. Together,
these help us to manage our risks and
promote a strong set of ethics within
our organisation. They also play a very
important role in delivering long-term
outcomes for our members.
We also understand that the wellbeing
of our members, their communities, and
the environment in which they live, are
closely linked. We undertake research,
participate in collaborative initiatives
and integrate environment, social and
governance considerations into the way
we run our business. This helps us to
understand our contribution to, and the
role we play in, society, so that we can
better prepare for what the future holds.
During the year we asked our members
what they think our role should be when
it comes to managing the environmental
and social impacts of our business and
our investments. For a long time we’ve
used the word sustainability to describe
how we do this. But our members told
us that they didn’t really understand
what this term means, especially when
it comes to super. They did, however
tell us that they want us to be a good
corporate citizen, and that they will hold
us accountable to this – and we believe
it’s important, too.

We manage our high priority
environmental and social issues and our
corporate responsibility agenda through
our strategic plan and the business
frameworks that we use on a daily basis.
This means our approach is integrated.
It also means that our whole business
is involved in what we need to achieve.
This year we’ve been working on our
Climate Management and Investments
Strategy, our Financial Literacy Strategy
and our Community Connect program.
You can find updates on how we’re
going with each of these initiatives
throughout this report. We’re also
working on reshaping our Sustainability
Charter so that it responds to the
member and employer feedback that
we received. This updated policy will
be released to members later in 2015.
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VicSuper Community
Connect
Gaining access to financial knowledge
is an important part of building financial
health and wellbeing. We know that
connecting people with relevant and
meaningful information and tools
benefits their own financial journey
and helps to deliver positive financial
outcomes for their families and the
communities they live in.
VicSuper’s Community Connect program
has been developed to connect our
members, their families and their local
communities with easy-to-understand
tools and financial advice. The program
itself is delivered through a number of
community focused initiatives, under
four pillars: Women, Millennials and Gen
Y, Retrenched workers and Pre-retirees.

During the year we worked to align
our Community Connect program
with the objectives of the Australian
Government’s National Financial Literacy
Strategy. This helps to ensure our
efforts are focused on addressing real
and meaningful issues and challenges
within the community. We also kicked
off a new community partnership with
the Geelong Region Local Learning and
Employment Network. This partnership
helps us achieve our goal to deliver
positive financial wellbeing outcomes in
Victoria’s regional communities regional
communities.

VicSuper's Community Connect program
Women

Millennials and Gen Y

Retrenched workers

Pre-retirees

Our Super Woman
Money Program is a
financial education
initiative for women.
It was launched in
2012 and aims to
help women build
their confidence and
take control of their
financial future. You
can read more about
what this program has
achieved on page 41.

During early 2015
we kicked off our
#HowToAdult program
with uni students. We
know that making
good financial
decisions when you
are young can have
a big impact over
the long run. It’s also
important for building
confidence. It’s our
aim to connect uni
students with their
money and to get
them job ready.

During early 2015,
we established a
new partnership with
the Geelong Region
Local Learning and
Employment Network.
Our support will
help to increase their
capacity to deliver
a range of initiatives
that directly support
skills building and
employment in the
Geelong region.

We run community
education seminars
on retirement,
investments and how
to get the most out
of super. These are
open to our members,
their families and their
friends. We aim to
make sure everyone
in the community has
access to the simple
and meaningful help
they need.
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BRUCE C HARTNETT, AM

BILL LYONS

CRAIG COOK

WAYNE KAYLER-THOMSON

BEng, MEng, MPhil, MA,
Certificate of Superannuation
Management
Chair

RG146 compliant
Deputy Chair

Bachelor of Economics,
Economic Policy – Honours

Dip.Com, CPA

STAN ODACHOWSKI

BARBRA NORRIS

CHRISTINE STEWART

COLIN LONG

Dip.Bus: Accounting and
Data Processing, CPA

B Ed. RG 146 compliant

B.Arts, Grad.Dip.Ed

PhD History, Bachelor
of Arts, History and
Criminology – Honours
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The VicSuper Board
of Directors
Our Board represents the highest
level of governance at VicSuper. Its
responsibilities are outlined in our
Corporate Governance Policy and Board
Charter. As the Corporate Trustee of
VicSuper Fund, our Trustee Board
comprises eight directors. Four of these
directors are appointed by organisations
representing our members, and
four are appointed by organisations
representing our employers. The Board
has established a number of committees
to assist in assessing, reviewing and
implementing its responsibilities.
In July 2014 we made a number of
changes to our Board to ensure that it
continues to evolve and develop its skill
base. Bruce Hartnett AM stepped into
the position of Chair and Bill Lyons took
on the position as Deputy Chair. Both
Bruce and Bill have more than a decade
of experience each on our Board. Dr
Colin Long also commenced as a new
Director with the Board in July 2014.
In June 2015, Barbra Norris retired from
the Board. We would like to thank Barbra
for the stewardship and guidance she
has provided as both a Board member
and Chair over the past 15 years. She
Board committees

has been integral to growing the Fund
and many great achievements. She has
also worked tirelessly to deliver the best
possible outcomes for our members. In
July 2015, Antoinette Masiero joined the
Board as a new Director.
Each year the performance of the
Board and its committees is reviewed
either by the Chair or an independent
consultant, through a self-assessment
and interview process. This process
assesses overall Board performance and
the perfomance of individual directors.
At present the Board is not specifically
measured against environmental or
social performance indicators.
Our Board has kept a watching brief
on the evolving discussion regarding
fund governance and independence.
Once confirmed, we will implement
the government’s governance reform
requirements. We’re committed to
ensuring our Board is diverse and has
the right mix of skills to deliver on the
long-term outcomes that our members
deserve.

Managing our environmental
and social impacts
The Board oversees how we manage
the environmental and social
impacts of our business and our
investments. They work closely with
our CEO, executive and Corporate
Responsibility team on both risks and
opportunities.
During the year the Board endorsed
our new Corporate Responsibility
Road Map. This Road Map contains
a number of different initiatives that
aim to generate environmental and
social value over the next three years.

Further details on the individual
members of VicSuper’s Board, the
director selection process, and how
our Board manages conflicts of
interest can be found on our website.

Members as at 30 June 2015

Audit, Compliance & Risk Stan Odachowski (Chair)
Management Committee Craig Cook
Colin Long
Barbra Norris
Investment Committee

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

Remuneration Committee Bill Lyons (Chair)
Bruce Hartnett AM
Christine Stewart
Wayne Kayler-Thomson
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Our employees

VICSUPER EMPLOYEES
BY CONTRACT

All of our employees work in Victoria,
so we’re in touch with local lives and
connected with the communities where
we operate.

By employment contract and gender

Over 85% of our employees are located
at our Melbourne head office and the
remainder are based in our Blackburn,
Bendigo, Geelong and Traralgon offices.
Our employees also regularly visit our
other offices to ensure that members
right across Victoria can access our
services.
Permanent male employees

120

Fixed term male employees

8

Permanent female employees

100

Fixed term female employees

13

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

Full time male employees
Part time male employees

4

Full time female employees

78

Part time female employees

22

* Refers only to permanent employees

83%

 f our employees are proud
o
to work at VicSuper
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116

Our business currently employs 241
people. Most of our employees are
permanent and they work full time.
As a flexible and inclusive workplace
we also support a number of part-time
employees and a small number of
fixed-term contractors. Over the last
year our core team has been supported
by a number of contracted technology
experts who helped us to deliver and
implement our new administration
platform.
Our workplace culture
We think a culture that is open,
encouraging and inclusive is important.
We work hard to ensure our employees
remain happy in their jobs and
motivated to perform to the best of
their abilities. We’re also focused on the
importance of having a good work-life
balance.
In the past year we reviewed and
updated our employee values. We
wanted to include all of our employees
in this conversation, because they’re
the ones that need to own our values.
We held a number of workshops to gain
information on what our employees
value about our business and how we
can make VicSuper an even better place
to work. We used these insights to
develop and launch our new employee
values – Passion, Integrity, Innovation,
Responsibility and Community.

Employee engagement
Keeping in touch with our employees
and understanding what they think is
important. It helps us to proactively
manage any issues. It also helps us to
develop new and innovative programs
to help them develop and grow.
We ask our employees for their
feedback each year through our
VicSuper Voice survey. In the July 2014
survey around 85% of our employees
responded and we received an overall
employee engagement score of 69%.
We’re really proud of this significant
improvement, which was 14% better
than our previous engagement score
of 55%. This reflects all the hard work
we’ve undertaken to connect with our
employees over the past year.
In the survey, our employees told us
they feel like we help them make a
contribution, they’re proud to work
for VicSuper, and they tell their friends
and family that VicSuper is a great
place to work.
We also use this feedback to identify
areas that we need to work on. Our
employees would like to see us place
more focus on career development,
reward and recognition, and fostering
a culture of innovation.
During the year we formalised a new
mandate for our People Committee.
They’re now working with our executive
team to further improve employee
engagement. Using the VicSuper
Voice feedback as a guide, the People
Committee implemented a number of
key initiatives including a new reward
and recognition program for employees,
innovation workshops to foster new
ideas and new processes for cross-team
development opportunities.
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Melbourne (Head Office)
207 Employees

99

108

Blackburn
14 Employees

6

8

Health and wellbeing
The health and wellbeing of our
employees is important to us because
healthy and happy people are more
productive and innovative.
Our People Committee consulted across
the business to gain feedback on our
health and wellbeing programs. Through
these programs we deliver many
different initiatives including health
checks and flu vaccinations, change
resilience workshops, Health Expos

Bendigo
6 Employees

1

Traralgon
5 Employees

5

for Ride2Work Day and Work Safety
Week, skin checks and healthy eating
education programs.
As a result of our discussions we
identified that the programs needed
to be expanded to better include
regional offices. So we’ve now reviewed
and changed our providers in order
to deliver wellbeing initiatives to
our employees in Geelong, Bendigo
and Traralgon.

Our new employee values
We act with passion
We care about getting the best
outcomes for our members and
employees. We’re genuinely happy
when they succeed. We talk to them
simply and clearly. This helps them
see what we’re excited about, and
why it matters.

3

We seek innovation
We want our members to be able
to reap the benefits of new thinking
and fresh ideas. We do what we can
to ensure our members benefit from
good ideas.

We serve our community
Our community is made up of
We act with integrity
different people with different needs.
We act in the best interests of our
From our members, to the employers
members and employees. We want
of our members, to the people who
them to be better off as a result of
live in the places we operate. We
doing business with us. We’re open
serve them all. We’re a responsible
and honest in our dealings with them. corporate citizen and we’re a
We use clear language and simple
progressive company that operates
terms.
in an environmentally and socially
responsible way.
We take responsibility for our
actions
We understand that every action
has a consequence. We stand by the
advice we give and the experience
we provide. And we’re accountable
to our members and employers for
the guidance we provide.

2

Geelong
9 Employees

4

5

Learning and development
During the year we undertook a
number of interactive workshops
with our employees to develop their
understanding of the VicSuper brand,
who we want to be, and how we will
live by our values. We want all of
our employees to be engaged in our
strategy. We also want them to provide
our members and employers with a
great experience – each and every time
they deal with us. To make sure we
deliver on these goals, we upgraded our
performance management system to
include an assessment of performance
against our new values.
Fostering the leaders of tomorrow is a
key area of focus for us. During the year
we expanded our ‘Leader as Coach’
development program to around 30
of our team leaders and senior staff.
Almost half of our business has now
accessed this program, which aims
to build leadership skills and a high
performance culture right across our
business.
Over the next year we’ll be focusing on
implementing our new Learning Policy.
We’re also in the process of building
a formal capability framework, which
focuses on our employees’ individual
needs and development requirements.
Coaching, mentoring and career
planning initiatives will also help us
to develop the leaders of tomorrow.
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Diversity and equal opportunity
We’ve always maintained a diverse and
talented workforce. We have a number
of best practice policies and programs
in place to help manage workforce
diversity, encourage equal opportunity
and support employees. These
include our Equal Opportunity Policy,
Grievance and Appeals Policy, Employee
Assistance Program, Flexible Work
Policy, and Work From Home Policy.
Women make up 47% of our total
workforce, just over 40% of our senior
management and executive teams, and
25% of our Board. We recognise that
we are under-represented by women at
the middle levels of the business and at
Board level, and we’re in the process of
developing a strategy to address gender
equality across our business.
During the year we undertook a review
of pay parity across the organisation.
We are happy to report that pay
across genders is well balanced. The
average male salary package at senior
levels is slightly above females due

to long tenures, levels of experience
and qualifications. We will continue
to monitor pay parity to ensure
transparency and fairness.
We launched a new Workplace
Behaviour program during the
year. This bullying and harassment
awareness program is delivered online
to our employees. It was introduced in
response to legislative changes related
to bullying and fair work. The new
learning modules were delivered to
all existing employees in March 2015.
All new employees will be required to
complete the learning modules as part
of their induction.
During the year we received two reports
of discrimination and harassment
from our employees. These were both
reviewed by independent experts and
resolved quickly. The first was resolved
during the year and the second shortly
after the end of the financial year.

EMPLOYEES BY LEVEL AND GENDER
Male

42

Female

35
27

30
24

21

19
13

3

6

Level 1

48

13
8

Level 2

Level 3

Level 4

Level 5

Senior

Workplace relations
In early 2015, we negotiated and
signed a new three-year Enterprise
Agreement. The negotiation, involved
a comprehensive consultation process
between VicSuper management,
employees and external representatives.
The new agreement was successfully
voted in by our employees in mid-June.
Our new Enterprise Agreement
guarantees our employees generous
terms and conditions. Examples include
annual salary increases and bonuses,
the payment of superannuation for
12 months’ parental leave, community
volunteering leave, domestic violence
leave, and salary packaging opportunities.
Community volunteering
We have a long and demonstrated
commitment to our local Victorian
communities. We’ve established a
selection of community partnerships
that we support through volunteering
and fundraising activities. Everyone
at VicSuper has access to community
volunteering days with FareShare and
Conservation Volunteers Australia. Over
the past year our team contributed over
240 hours of community volunteering.
They also attended events to raise funds
for STREAT, the Feed Melbourne Appeal,
the Mother’s Day Classic and Australia’s
Biggest Morning Tea. We also support a
number of charities through our regional
offices including, Heartbeat, Give Where
You Live, and Latrobe Community
Support Services.

People, systems and processes

New technologies
Over the past two years we’ve worked
to progressively update our systems
and technology. This work has been
driven by a desire to increase member
satisfaction and engagement. We also
want to deliver timely and personalised
information to our members and our
employers in a variety of different ways.
This is an important part of our digital
evolution, as we keep innovating and
enhancing the products and services
we offer.
Our new in-house administration
platform
In January 2015, we successfully
launched our new administration and
next-generation wealth management
platform, Sonata. We believe our
system is best practice and one of the
most contemporary platforms in the
industry. It places us at the forefront of
technology in Australia’s superannuation
industry by giving us a consolidated
view of members’ account information.
A transition of this size doesn’t come
without its challenges and we thank our
members, employers and our whole team
for their patience. We’re happy to report
that the migration of our data to the
new system is fully complete and we’re
now bedding down our new processes.
We’re also looking forward to using
the extra functionality and capabilities
that Sonata has to offer – including
straight-through processing, automatic
reconciliation and efficient investment of
member contributions, as well as robust
reporting functionality and a single view
of member data. This means we’ll be able
to provide more relevant, personalised
messages to our members to help them
make better decisions.

Sonata was chosen above other
platforms because it allows us to
streamline our administration processes
by bringing together a number of
processes under one system. Integrating
our systems will reduce our operating
costs and help us to be more efficient.
Ultimately it will also enable us to
provide a more personalised service
to our members and our employers.
The implementation of Sonata
means we’re well placed for building
growth and scale into our business,
whilst maintaining the friendly and
personalised level of service.
VicSuper MembersOnline and
our website
We want to provide our members with
access to clear and simple information
about their super. It’s our aim to
connect our members with their money
and provide them with access to this
information in a way that suits them.
During the year we launched our new
VicSuper MembersOnline desktop and
mobile sites. The sites have improved
navigation and quick access to account
balances, investment summaries and
real-time transactions. Dynamic graphs
help our members make more sense
of how their long-term savings are
growing. Overall, it provides a more
personalised and meaningful experience.
In addition we’ve revamped our public
website, reviewed and updated content,
and developed new calculators and
tools to help members take action when
it comes to their super.

New advice software
During the year we implemented new
advice software across our business.
The software is used by all of our
financial planners, no matter whether
they provide advice in person or over
the phone. This new software helps us to
project and model potential retirement
incomes for our members. We then
analyse this information to develop a
visual and easy to understand retirement
strategy for our members.
EmployersOnline
In line with the launch of our employer
SuperStream solution on 1 July 2014,
we also launched a new version of
our EmployersOnline website and an
employer Clearing House solution. These
new initiatives have been specifically
tailored to provide the maximum possible
assistance to our employers in meeting
their legislative and SuperStream
obligations. Any employer can use
EmployersOnline and the Clearing
House solution is offered to our default
employers at no charge.
Importantly, our new Sonata platform
and EmployersOnline work together.
New employers can register, receive
their employer number and start making
contributions for their employees
who are VicSuper members almost
immediately. EmployersOnline now
allows our employers to view and
take greater control of their data and
payments.
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Governance and risk
management
Reputation and ethics
We want to make sure all our business
activities are carried out in a way that is
ethical. This is an important part of our
corporate responsibility. It also helps us
protect our brand integrity. We expect
the highest standards of professional
behaviour from the Trustee, our
Executive team, all of our employees,
and our business partners. Our Code
of Conduct outlines these expectations
and everyone who joins the VicSuper
team is provided with training on the
code through our induction process.
Raising awareness on how we manage
fraud and corruption risk was a key area
of focus during the year. This included
detailed training and discussions at
the Board level and within our Risk
Management Committee. Fraud risk
training is provided annually and seven
out of eight Board members received
fraud risk training in July 2014. All board
members will have received training by
the end of 2015.
As part of the induction process, new
employees are required to complete
a number of e-learning activities
related to fraud and corruption. This
training covers topics including fraud
awareness, ethics and privacy and antimoney laundering. Almost 65% of new
employees hired during the past year
had completed fraud and corruption
related training by 30 June 2015. We
also require all employees to sign an
Annual Employee Declaration which
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raises awareness of corruption risk and
highlights our expectations when it
comes to ethical behaviour. Over the
next 12 months we intend to refresh our
companywide learning and development
framework. A requirement of the new
framework will be the implementation
and monitoring of recertification
requirements for existing employees.
Our employees are encouraged to
report any improper conduct through
our Whistleblower Protection Policy.
The policy and procedure provides a
confidential reporting process through
our internal Corporate Counsel.
Alternatively, employees can raise
concerns anonymously through our
independent ‘FairCall’ hotline. We had
no reports through the Whistleblower
system over the past year.
Risk Management and compliance
Our Compliance and Risk Management
Frameworks and Code of Conduct
work together to ensure that we
make informed, balanced and ethical
business decisions. Our company-wide
Risk Management Framework outlines
our risk management systems and
procedures. More information on this
Framework can be found on our website.
A list of strategic business risks and
opportunities can be found in the table
on the opposite page. Our Board and
Executive team monitor performance
against these risks and compliance with
laws and regulations on a regular basis.
Over the past year we had no issues of
critical concern requiring escalation to
the Board.

During the year, the regulator, the
Australian Prudential Regulation
Authority, conducted a Prudential
Review of VicSuper. The review focused
on IT, operational risk and insurance
risk management. We continue to work
in collaboration with the regulator to
continuously improve how we manage
our business risks. Some of these
improvements include updating our
Risk Management Steering Committee
Charter to help managers across the
business to monitor and report on
emerging risks. We also plan to upgrade
our Risk Management Framework to
incorporate best practice developments
in risk management.
As a holder of an Australian Financial
Services Licence and a Registrable
Superannuation Entity Licence, we’re
required to meet a large number of
licence obligations. We’re also required
to report significant licence breaches or
likely breaches of regulations and licence
conditions to the regulator. In February
2015 VicSuper notified ASIC and APRA
of a breach to its licensee obligations in
relation to a delay in processing rollover
requests within the 3 day time frame
post the Sonata implementation. Both
Regulators were satisfied that VicSuper
had taken appropriate steps to rectify the
breach and prevent reoccurrence and no
further inquiries were deemed necessary.
We received no significant fines or nonmonetary sanctions for non-compliance
with laws and regulations during the
year. There were also no incidents of
non-compliance with regulations and
voluntary codes concerning product
and service information and disclosures.
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We undertake internal compliance
training on a regular basis. All of
our employees receive ethics, fraud
prevention and anti-money laundering
training as part of their induction.
Employees who provide financial advice
also receive additional, ongoing training
in alignment with the requirements
outlined in our Australian Financial
Services Licence requirements and
implementation framework.
Privacy
Maintaining the privacy of our members’
information and data is important to us.
Our privacy obligations are managed by
our Privacy Policy. These are outlined in
the Privacy Statement on our website.
During the year, we did not receive any
suubstantiated complaints regarding
breaches of customer privacy or losses
of customer data.
We know that managing data security
and privacy will be a continued
area of focus well into the future.
Later in 2015 we will launch our new
Data Management Framework and
Information Security Framework. Both of
these frameworks will help us continue
to securely manage the growing amount
of information that we manage on a
day-to-day basis.
Member complaints and concerns
We have a dedicated member services
and in-house legal team which helps us
manage complaints and concerns we
receive from members. During the year
we received 113 complaints directly from
members. Most of these complaints
were related to the impact of account
keeping fees and insurance premium
deductions on small account balances.

We also received 16 complaints from
members through the Superannuation
Complaints Tribunal. The majority of
complaints lodged at the Tribunal were
related to insurance. We take these
complaints seriously and we’re working
to resolve these issues.
In addition to member complaints we
also received over 400 member concern
letters or emails about climate change
and investments. More information on
how we’re working to respond to these
concerns is presented on pages 13 and
33 of this report.
Indemnity insurance
We have a professional indemnity
insurance policy in place to indemnify
(subject to limited exceptions) the
VicSuper Trustee and Directors, the
Fund, officers and employees against
financial loss resulting from claims made
against them.
Remuneration
We have openly and transparently
disclosed Board remuneration
information to our stakeholders for a
number of years. Information on Board
and Senior Executive remuneration is
disclosed on our website each year.
Our Board Remuneration Committee
works with the business to ensure that
we adopt best practice remuneration
practices across VicSuper.
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VicSuper’s key risks and controls
Key risks

Risk description

Operational controls*

External forces

Material impact to the
organisation by external
factors

• External environment and industry research and analysis in strategic and business
planning process
• Stakeholder research and communication
• ESG integration activities and Corporate Responsibility Road Map
• Annual reporting on financial and non-financial performance
• Regular Executive Team monitoring of internal and external risk factors

Strategic planning

Inappropriate strategic plan
or inability to successfully
implement the strategies

•
•
•
•

Trustee-approved strategic plan
Trustee-approved annual business plan
Monitoring and reporting of performance to the Trustee
Marketing & Brand Strategy, Member Channel Strategy, Product Strategy,
Insurance Management Strategy, Communication Plan

Fund governance
processes

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

•
•
•
•
•

Governance Framework
Compliance and Risk Management Framework and Strategy
Audit, Compliance and Risk Management Committee meetings
Conflicts Management Framework
Complaint and Whistleblower processes

Financial advice

Provision of inappropriate or
unauthorised advice

•
•
•
•

AFSL Implementation Framework
Financial Planning Compliance Committee
Technical Training Committee and training programs
Breach, incident and complaint monitoring

Administration
processes

Poor administration of member
and/or employer requests

•
•
•
•

Business unit risk and control registers
Strategic and operating procedures
Business continuity and disaster recovery plans
Data Integrity Policy and IT security procedures

Outsourcing providers

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

•
•
•
•

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

Fraud and misconduct

Material fraud, theft or
misconduct by internal or
external sources

•
•
•
•

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

Compliance and
risk management

Non-compliance with applicable • Compliance and Risk Management Framework and Strategy
legislation and regulatory
• Business Continuity Management Framework
requirements
• Internal and external audit and assurance
• Legislative Committee and monitoring of changes on a daily basis

People and culture

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

Financial management

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

Liquidity management

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

•
•
•
•

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

Investment
management

Inability to achieve VicSuper’s
investment objectives

•
•
•
•
•
•

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

Information technology Information systems supporting
key business processes are not
available, secure or lack the
capacity
to support business needs

•
•
•
•
•

IT Strategy
Monitoring of system performance and services
Network and physical security measures
Change management and system testing procedures
Disaster recovery processes and annual testing and reporting to the Trustee

Legislative and
regulatory context

• Compliance monitoring of prudential standards and legislation
• Active participation in industry associations
• Monthly progress reporting of major projects to the Trustee and Executive team

Failure to comply with the
relevant Stronger Super
legislative requirements

* A selection of controls has been presented
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• Security, emergency, crisis communication and occupational health and safety
policies and processes
• People and Culture strategy and policies
• Performance measurement and engagement survey
• Remuneration review and succession planning

Important information

Scope and boundary

Assurance

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

This year Deloitte was engaged to
undertake assurance over the material
financial and non-financial content of
this report. Assurance was undertaken
using the ASAE 3000 Accounting
Standard and the assurance statement
and findings are presented to VicSuper’s
Audit and Risk Committee and the
Board prior to the publication of the
report.

Standards and guidelines
This report has been written to a
comprehensive level under the Global
Reporting Initiative G4 Guidelines. It
also tests many of the principles in
the Integrated Reporting Framework.
We used both of these frameworks
to guide our materiality assessment
and more information on this process
can be found on our website. A
navigation index outlining how we
have applied the Global Reporting
Initiative G4 Guidelines, the Integrated
Reporting Framework and Principles
for Responsible Investment can also be
accessed on our website.
Each VicSuper executive provided input
and reviewed the full report. VicSuper’s
CEO approved the Annual Report on
22 September 2015 and the VicSuper
Board endorsed the report on
24 September 2015.

This independent review ensures that our
report is a true and accurate reflection of
what we have achieved. It also confirms
that we met a comprehensive level of
reporting under the Global Reporting
Initiative G4 Guidelines. A full copy of
Deloitte’s assurance statement can be
found on our website.

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

Important information
and disclaimer
The information contained in this
report is given in good faith and has
been derived from sources believed to
be reliable and accurate. No warranty
as to the accuracy or completeness
of this information is given and no
responsibility is accepted by VicSuper
Pty Ltd or its employees for any loss
or damage arising from reliance on the
information provided. This publication
does not take into account your financial
situation, objectives or needs.

VicSuper recommends you seek
professional advice for your own
circumstances. Visit vicsuper.com.au and
obtain a copy of the relevant Product
Disclosure Statement. You should
consider this document in deciding
whether VicSuper is right for you.
You can contact VicSuper to make
an appointment to see one of our
VicSuper representatives.
VicSuper Pty Ltd ABN 69 087 619 412
(‘VicSuper’) is the Trustee of VicSuper
Fund ABN 85 977 964 496. The Trustee
holds an Australian Financial Services
Licence (AFSL 237333) under the
Corporations Act 2001 (Cwlth) and a
RSE Licence under the Superannuation
Industry (Supervision) Act 1993 (Cwlth).
Under its AFSL, VicSuper is licensed to
deal in, and provide financial product
advice on superannuation products. At
present, VicSuper representatives are
limited to providing financial product
advice on VicSuper products; ESSSuper
– Revised, New, SERB and Transport
Schemes; providing advice on whether a
member should consolidate or roll over
their superannuation holdings (excluding
personal advice on self-managed
superannuation funds) into VicSuper;
and general superannuation matters.
® Registered to BPAY Pty Ltd.
ABN 69 079 137 518
© 2015 VicSuper Pty Ltd. All rights reserved. No part
of this information sheet, covered by copyright, may
be reproduced or copied in any form or by any means
without the written permission of VicSuper Pty Ltd.
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View this report on our website:
vicsuper.com.au/reports
Call our Member Centre:
1300 366 216 and speak to a VicSuper
superannuation consultant between
8.30am and 5pm, Monday to Friday
Visit us:
Bendigo | Blackburn | Geelong |
Melbourne CBD | Traralgon
Monday to Friday 8.30am to 5pm
To make an appointment to see
a VicSuper financial planner:
visit vicsuper.com.au
or call 1300 366 216
Send us a fax:
03 9667 9610
Write to us:
VicSuper, GPO Box 89,
Melbourne VIC 3001

