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In July 2016, we received the Good Corporate Citizen Award at the Victoria Day
Awards. The award recognised the contribution we’ve made to our community and in
particular our work on the Super Woman Money Program and our sponsorship of the
Sleep at the ‘G’ initiative which raises awareness of youth homeless.
In November 2016 we were recognised by Melbourne City Mission and presented with
the Corporate Supporter of the Year Award for our support of the organisation
through Sleep at the ‘G’.
That same month, we won the AIST Award for Excellence for the Best Integrated
Campaign for our campaign initiative 'Your Future Is in Your Hands' as well as the
Platinum Communications Award for Excellence acknowledging us as providing the
best communications program amongst our industry peers.
In March 2017 we were awarded the Member Services Fund of the Year by Conexus.
The award recognised all the work the Fund has undertaken to improve, engage and
educate members including, our in-house Member Centre, guidance and advice
solutions, website, communication and education services.
In July 2017 our FutureSaver option was awarded 5 Heron Quality Stars. The
Heron 5 Stars are awarded to superannuation products judged to be ‘outstanding’.
In 2017 we also maintained our SuperRatings Platinum rating and the Chant West
5 Apples rating. These ratings are the highest rankings awarded by each of the
independent ratings agencies. SuperRatings and Chant West consider and rate funds’
investments, member services, fees, insurance, administration and organisation.
A summary of our 2016 independent ratings from SuperRatings, Chant West
and Heron are illustrated below.

Released 30 September 2017
SuperRatings, Chant West and Heron Partnership are independent ratings organisations. Platinum is SuperRating’s
highest rating, 5 applies is Chant West’s highest rating and 5 stars is Heron Partnership’s highest rating. For more
information on these ratings go to: superratings.com.au; chantwest.com.au; heronpartners.com.au

About this report
Reporting approach and frameworks
VicSuper’s Annual Report is designed to keep our
stakeholders up to date on how we’ve performed
and what we’ve achieved over the past year. We’ve
referenced two internationally recognised reporting
frameworks – the Global Reporting Initiative (G4
guidelines) and the Integrated Reporting Framework to help us create this report. Both frameworks provide
guidance on structure and content. They also help us
ensure that the report is a fair and accurate reflection
of what we’ve achieved. This report contains Standard
Disclosures from the GRI Sustainability Reporting
Guidelines. A list of the Standard disclosures can be
accessed on our website at www.vicsuper.com.au/
about-us/reports

Defining what’s important
Each year we undertake a detailed materiality and
content planning process. We draw on stakeholder
feedback from face-to-face meetings, focus groups,
surveys, individual communications and industry
research. We also review the issues that are defined
as most important in our strategic plan, our risk
framework and our policies. We use the results to create
a prioritised list of topics to cover in the report. Deloitte
also independently review this list of issues each year to
help determine that what we talk about in the report is
a true and accurate reflection of what’s most material
for our business and stakeholders.

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

Investments

Products
and services

Brand and
experiences

People,
systems
and
processes

Growing our fund amidst increasing competition
Adapting to regulatory change
Financial management and performance
Consistent investment returns and performance
Responsible investment and managing climate change risk
Improving retirement outcomes for our members
Member engagement, education and advice
Insurance product offering
Harnessing digital technology and innovation
Strengthening governance and risk management
Data security and privacy
Value for money, products and services

The issues we’ve identified as having a significant
impact on VicSuper this year are outlined in the table
on this page. Each of these issues are plotted against
the five central strategic themes in our strategy. Quite
simply, this table illustrates how our strategy is working
to keep on top of these issues and emerging trends.

Let us know what you think
If you’d like to comment on this Annual Report or
any of the information we’ve covered in these pages,
please contact us online, or email us directly at
corporateresponsibility@vicsuper.com.au
VicSuper Annual Report 2017
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The VicSuper difference
VicSuper – we’re here for your future

Helping you build your super

A responsible approach to a shared future

Think all super funds are the same? Think again.
At VicSuper, our focus is to help you create a better quality
of life for your future. And we know that your super can be
the key to helping you achieve that.

Our members are our key focus. We’re a profit to member
fund, which means we don’t pay commissions to financial
advisers, third parties or shareholders. That helps us keep
our fees lower, which can mean more of your super
investment is staying with you, helping to build your
super, and working towards your future.

We’re a growing fund in terms of our net assets under
management. With a range of investment options
designed to suit a variety of circumstances together
with competitive fees, we’re helping nearly a quarter of
a million members along the path to a better retirement.
That’s a lot of future potential, and that’s a responsibility
we take very seriously. That’s why we’re focussed on
operating our business in a responsible way.

In fact, if you’re like many Australians, your super could
ultimately grow to become the largest investment you’ll
ever have – an investment that may become your major
source of income later in life. You wouldn’t want to leave
that entirely to chance, and we don’t want you to either.
And so everything we do – from the products and services
we offer you, through to the way we conduct our business
and operate in our community – is what we believe is in
your best interests. Because we believe that super should
be about giving you choices for your future.
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What’s more, we do everything for you right here at
VicSuper – because that’s what we’re here for. So when
you call our Member Centre, when you meet with one
of our financial planners and when you use our
superannuation online tools and services, you can be
sure you’re dealing directly with the VicSuper team.
From the moment you join VicSuper, we’re here to
support and guide you. We’ve created one of the best
value guidance and advice services around. With smart
tips, expert advice and personal support, we’ll work
alongside you to help you get the best possible
outcome.

From the way we work with our members, through to
the way we make our investment decisions, how we
work with and for our community – we do with our
shared future in mind. It’s all about doing our bit to
help you retire in a world you want to live in.

A better future starts now…
We’re ready to help you make a difference to your
future, starting with some of the simple things – because
it’s the simple things you do with your super today, that
could make a big difference to the retirement you can
enjoy tomorrow.

Performance highlights
It’s been another big year for us at VicSuper. We’re
proud of each and every one of our team as they’ve
played a key part in our achievements. Despite many of
the challenges in our external environment, we’re happy
to report that we’ve experienced positive growth in
funds under management again this year. We also
generated positive investment returns for our members.
Our hard work was also recognised by a number of key
awards during the year. You can find out more about
our future strategy for success on page 12 of this report.

$19 billion
in funds under
management

11.15%
investment return
over the past year
for our MySuper
FutureSaver members

Member
Services Fund
of the Year
Awarded by Conexus

238,000+

23,000+

90%

or one in 12 working
Victorians are members
of our Fund

actively contributing
employers

of the VicSuper team
said they are proud to
work for VicSuper

Please note that past performance is not a reliable indicator of future performance.
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VicSuper FutureSaver

INVESTMENT PERFORMANCE

Cash

Capital Secure

Capital Stable

Balanced

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum
9.73

7.57

1.66

2.16

1-yr

5-yr

3.31

10-yr

4.73

1-yr

5.67

10-yr

1-yr

5-yr

10-yr

1-yr

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

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

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

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

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

Standard risk measure* is
very low.

Standard risk measure* is
very low.

Standard risk measure* is low
to medium.

Standard risk measure* is
medium.

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

Cash

100%

Cash

As at 30 June 2017

36.0%

Cash

17.5%

Cash

5.0%

Fixed Income 35.2%

Fixed Income 34.6%

Fixed Income 26.6%

Real Assets

15.5%

Real Assets

16.5%

Real Assets

17.5%

Alternatives

1.8%

Alternatives

6.3%

Alternatives

10.0%

Equities

40.9%

Equities

4

5.07

5.05

4.68

5-yr

9.72

7.94

11.5%

As at 30 June 2017

Equities

25.1%

As at 30 June 2017

As at 30 June 2017

Note: Includes net earnings rates to 31 December 2011, crediting rates to 31 December 2012, net investment returns thereafter.

1 	On 1 February 2017, our Equity Growth Sustainability investment option was restructured and renamed as the Socially Conscious investment option. At that time, the investment option’s strategic asset allocation was
2

*

substantially changed, decreasing its exposure to growth assets and increasing its exposure to defensive assets. The investment returns shown in the graphs below, cover periods where both the former strategic asset
allocation (up to 31 January 2017) and the new strategic asset allocation (from 1 February 2017) apply. Therefore, as with all historical returns, they should not be seen as an indicator of future performance. The investment
return for the Socially Conscious investment option for the period 1 February 2017 to 30 June 2017 was 6.19% for FutureSaver and 5.28% for Flexible Income.
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.
Information on the Standard Risk Measure is available on our website.

Socially Conscious1

Growth (MySuper)

Equity Growth

Australian Shares2

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

14.86

12.72

11.15
5.24

1-yr

5-yr

15.35

12.98

12.07

10.96
4.66

4.55

10-yr

1-yr

5-yr

10-yr

1-yr

5-yr

10-yr

1-yr

NA

NA

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

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.

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

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

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

Standard risk measure* is
medium.

Standard risk measure* is
medium to high.

Standard risk measure* is high.

Standard risk measure* is very
high.

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

Cash

5.0%

Cash

1.0%

Fixed Income 26.6%

Fixed Income 14.5%

Real Assets

17.5%

Real Assets

18.0%

Alternatives

10.0%

Alternatives

15.0%

Equities

40.9%

Equities

51.5%

As at 30 June 2017

Please note that past performance is not a reliable indicator of future performance.

As at 30 June 2017

Alternatives

14.9%

Equities

85.1%

As at 30 June 2017

Equities

100%

As at 30 June 2017
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VicSuper Flexible Income

INVESTMENT PERFORMANCE

Cash

Capital Secure

Capital Stable

Balanced

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

7.89

1.96

2.58

1-yr

5-yr

3.92

10-yr

5.04

1-yr

6.30

5.72

10-yr

1-yr

5-yr

10-yr

1-yr

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

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

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

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

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

Standard risk measure* is
very low.

Standard risk measure* is
very low.

Standard risk measure* is low
to medium.

Standard risk measure* is
medium.

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

Cash

100%

Cash

As at 30 June 2017

36.0%

Cash

17.5%

Cash

5.0%

Fixed Income 35.2%

Fixed Income 34.6%

Fixed Income 26.6%

Real Assets

15.5%

Real Assets

16.5%

Real Assets

17.5%

Alternatives

1.8%

Alternatives

6.3%

Alternatives

10.0%

Equities

40.9%

Equities

6

10.69

5.69

5.35

5-yr

10.45

8.64

11.5%

As at 30 June 2017

Equities

25.1%

As at 30 June 2017

As at 30 June 2017

Note: Includes net earnings rates to 31 December 2011, crediting rates to 31 December 2012, net investment returns thereafter.

1	On 1 February 2017, our Equity Growth Sustainability investment option was restructured and renamed as the Socially Conscious investment option. At that time, the investment option’s strategic asset allocation was
2

*

substantially changed, decreasing its exposure to growth assets and increasing its exposure to defensive assets. The investment returns shown in the graphs below, cover periods where both the former strategic asset
allocation (up to 31 January 2017) and the new strategic asset allocation (from 1 February 2017) apply. Therefore, as with all historical returns, they should not be seen as an indicator of future performance. The investment
return for the Socially Conscious investment option for the period 1 February 2017 to 30 June 2017 was 6.19% for FutureSaver and 5.28% for Flexible Income.
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.
Information on the Standard Risk Measure is available on our website.

Socially Conscious1

Growth

Equity Growth

Australian Shares2

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

NET INVESTMENT RETURNS
% per annum

14.70

13.49

12.15
5.58

1-yr

5-yr

17.51

12.08

14.64

14.32

5.13

10-yr

1-yr

5-yr

5.21

10-yr

1-yr

5-yr

10-yr

1-yr

NA

NA

5-yr

10-yr

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

INVESTMENT OBJECTIVE

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

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

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

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

Standard risk measure* is
medium.

Standard risk measure* is
medium to high.

Standard risk measure* is high.

Standard risk measure* is
very high.

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

STRATEGIC ASSET
ALLOCATION
%

Cash

5.0%

Cash

1.0%

Fixed Income 26.6%

Fixed Income 14.5%

Real Assets

17.5%

Real Assets

18.0%

Alternatives

10.0%

Alternatives

15.0%

Equities

40.9%

Equities

51.5%

As at 30 June 2017

Please note that past performance is not a reliable indicator of future performance.

As at 30 June 2017

Alternatives

14.9%

Equities

85.1%

As at 30 June 2017

Equities

100%

As at 30 June 2017
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A message from our Chair
In my first year as VicSuper’s Chair, I’m happy to report
that we’ve delivered great investment returns for our
members, continued to grow the Fund in an increasingly
competitive environment and delivered a number of key
initiatives to help our members build their super savings.
We’ve also demonstrated our ongoing commitment
to managing the environmental and social impacts
of our investments with the development of our new
Responsible Investment and Climate Change strategies
and the launch of our Socially Conscious investment
option.
VicSuper’s strategic plan will help to deliver great
outcomes for our members, in the short and long term.
These include the development of new and innovative
products, the expansion of our advice and education
services and engaging our members using digital
technology. Our strategy also works to help the Fund
manage many of the external challenges we face,
including: regulatory change, preparing for a lower
return environment in the near future, and emerging
cyber security risks.

Christine Stewart
VicSuper Chair
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I would like to personally thank Bruce C. Hartnett AM,
who retired in December 2016, for his long standing
commitment to the Board and the stewardship and
guidance he has provided as the VicSuper Chair over
the past two and a half years. VicSuper has successfully
delivered on many great achievements during his
tenure, including growing the Fund, leveraging digital
innovation and delivering improved investment returns
to our members.

I would also like to take this opportunity to personally
thank Craig Cook for his contribution to the Board.
Craig, who retired from the Board in July 2017,
provided considerable knowledge and insight to the
Board and a number of Committees during his tenure.
I know that I speak on behalf of the entire Board when
I thank him and wish him all the best for the future.
I’d like to welcome two new Directors. In January 2017,
we welcomed Patricia Faulkner AO to the Board, and
in July 2017 we welcomed Gabrielle Bell. Both Patricia
and Gabrielle were appointed as Employer nominated
Directors bringing extensive and valuable corporate
experience to the Board.
Finally, I would like to thank our CEO, Michael Dundon.
The Board believes that Michael’s strong strategic vision
and leadership continues to generate great outcomes
for our members. His ability to motivate the whole
VicSuper team to develop innovative solutions has
meant that VicSuper is now recognised as an industry
leader. The Board was proud that this leadership was
formally recognised with the Best Member Services
Award from Conexus during the year.

A message from our CEO
Welcome to VicSuper’s 2017 Annual Report. This report
provides an update on what we’ve achieved and how our
strategy aims to deliver value, both now and into the future.
I’m happy to report it’s been a good year for investment
returns, particularly across equity markets. Whilst we’ve
seen the news headlines focus on the political uncertainty
of Brexit and Trump, and the raft of potential trade and
economic ramifications, we didn’t see these concerns
flow through to investment markets. Our default
FutureSaver (MySuper) Growth option returned 11.15%
over the past year for our FutureSaver members, and
our Capital Stable Option returned 7.89% over the past
year for our Flexible Income members.* It’s pleasing to
see that these investment returns are above the median
results of our peers.1
Whilst it’s hard to predict returns we do think this
positive environment could persist over the short term,
albeit that we believe the outlook is for a lower return
environment over the medium and longer term. We think
it’s important for our members to be aware of this
change in market outlook and the lowering of our long
term investment objectives. In late 2016, we welcomed
Andrew Howard our new Chief Investment Officer to
VicSuper. Importantly, he’s been working closely with
the team to protect our members’ savings by preparing
the portfolio for a lower return environment that’s ahead.
Regulatory change continues to be a challenge for us,
our members and our employers. Over the past year
many of the changes to superannuation proposed by the
Federal Government have gained a lot of coverage in the
media. Despite the short term disruption and confusion
that this caused many of our members, we still believe
that super remains one of the most tax effective ways
for people to save for retirement. We continue to
advocate for a super system that is both stable and fair.
Ensuring our Fund is resilient, innovative and focused on
the future is important to us. Building scale into the Fund
will help us remain resilient and efficient over the longer
term. During the past year we’ve implemented a number

of growth and distribution strategies to increase the
number of members and employers we service. Organic
growth is however challenging so we’re also actively
exploring alliance and merger opportunities for the future.
It’s been a big year for VicSuper. We’ve launched a
number of projects that aim to improve the experience
our members have with us and we’ve focused on driving
digital innovation. We’ve revolutionised our online join
process to make it simple and easy for new members to
join the Fund and we’ve launched a number of initiatives
to help members take action on their super. We’ve also
been working hard on our insurance offering to make
sure it remains affordable and relevant for members.
I’m happy to report that we’ve negotiated a rate
decrease for many of our members which came into
effect on 1 August 2017.
Most excitingly we launched Beeline, a fully guided
online coaching program providing members with 24/7
easy access to financial guidance and advice on their
super. Through Beeline our members are provided with
their own personalised interactive dashboard, linked to
their account in real time. Beeline guides members
through a simple step-by-step process, helping them set
their retirement goals, rewarding and motivating them
along the way. We think it’s a first in our industry and
member use and engagement in Beeline has far
exceeded our initial expectations.
All of these achievements simply wouldn’t be possible
without the great work, innovation and commitment of
our VicSuper team. I’m proud of the whole team for
being awarded the Member Services Fund of the Year by
Conexus. Our team was recognised as communication
and member engagement leaders in our industry at the
AIST Awards for Excellence. Kevin Wan Lum, our Head
of Real Assets and Alternative Investments, was also
awarded AIST’s rising star award to recognise his
leadership and innovation through the investment process.
I’d like to thank the whole team for their hard work and
I’m looking forward to continuing to work with them to
deliver outcomes for our members well into the future.

Michael Dundon
VicSuper CEO

1

SuperRatings Pension Fund Crediting Rate Survey, June 2017

*

Please note that past performance is not a reliable indicator of future
performance
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Our purpose
Our business model

Our business strategy

As a business we develop and deliver products that help
our members build their super savings. We also work
with employers to process superannuation contributions
and to manage our members’ accounts. One of our
most important responsibilities is to invest our
members’ money prudently, to not only protect our
members’ savings, but to also grow them over time.
Throughout our member’s financial journey we see
ourselves acting as their ‘financial coach’ providing a
trusted source of information, education, guidance and
advice. And when members retire, we aim to provide
them with dignity and peace of mind in retirement.

Over the past year we have undertaken an extensive
review of our strategic direction and performance
in order to better understand our strengths and
weaknesses in an ever increasing competitive
environment. Our strategy has always been focused
on our members and will always remain so.

Our goal, purpose, beliefs and values
Our overarching goal is to be Australia’s leading
retirement partner. We believe we can achieve this
by focusing on delivering personalised services and
solutions that improve our members’ experience and
superannuation journey. As a profit-to-member fund,
our key focus is to build and grow the Fund for our
members because we want to help them achieve a
better quality of life in retirement.
Our goal and purpose are supported by our Corporate
Responsibility beliefs and our employee values.
At VicSuper, we think it’s important to consider all
aspects of our business, including both operations and
investments in the context of the broader economy,
society and the environment. A better quality of life
in retirement for our members means more than just
money. Being a responsible corporate citizen and
operating our business in a sustainable way can provide
broader economic and social benefits to our members.
It will also help our members retire into a world that they
want to live in. We do what we do with a shared future
in mind.

10

VicSuper’s rolling five year Strategic Plan articulates our
new goal, purpose and aspirations. We have set our
sights on an expanded goal – to be Australia’s leading
retirement partner inspiring better financial futures for
all members. This means we’re benchmarking ourselves
against all Australian super funds. Our strategy has been
built to deliver on our plans for growth. We believe we
can become who we aspire to be – by continuing to
improve the member experience, building a member
value proposition and brand that’s different and
meaningful to our members. We also offer a
competitive, market-leading suite of post retirement
products and offer our member services and support
through an increased diversity of channels. We will
focus on building our digital capabilities as we think this
is key to supporting what we want to achieve.
Our strategy is underpinned by five strategic themes or
pillars that frame our key objectives and the projects we
need to prioritise. These strategic themes are illustrated
in the diagram at right.

OUR PURPOSE

Improve members’
retirement adequacy
and to grow the Fund
to realise scale benefits

A

INV
ES
TM
E
Goal

Australia’s leading retirement
partner providing and inspiring
better financial futures for all members

TS
N

TH
W
LE
RO SCA
G
D
N

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

Purpose

Build a differentiated
brand experience that
helps drive action

Corporate Responsibility beliefs

We are focused on our environmental, social and
economic impacts and operating our business in a
sustainable way. It is part of being a good corporate
citizen and it’s integral to being a progressive,
responsible and future-focused business.

Values

Passion - Responsibility - Integrity
Innovation - Community

P
AN RO D
UCT
D
S
SE
R VI
CES

,
LE
PEOP
ES
S
ESS
PROC TEM
S
AND SY

Develop capabilities
and build a culture to
deliver the strategy
and optimise our
member-centric
operating model

We exist to provide our members throughout their
journey with a great experience, guidance and solutions
that would improve their quality of life in retirement

Optimise members’
retirement outcomes
and meet employers’
needs by offering a
range of high quality
products and services

BRAN
D AND
EXPER NCE
IE
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VicSuper’s strategic priorities, performance and objectives
VicSuper’s strategic priorities, performance and objectives
Strategic Priorities

Growth and scale
To improve member’s retirement
adequacy and to grow the Fund to
realise scale benefits

2016-17 Objectives

Five year objectives

• Drive organic growth by strengthening employer
relationships, enhanced workplace marketing, member
education, advice and engagement initiatives

• Optimise existing distribution channels

• Build and maintain strong relationships with stakeholders
that will help us to grow the Fund

• Explore strategic alliances and partnerships

• Develop a digital platform strategy with implementation
targets
• Actively pursue merger opportunities

Investments

• Deliver consistent long-term investment returns to members

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

• Progressively evolve our investment model and build our
investment team capacity as we grow
• Monitor and evaluate the alignment and suitability
of investment options with member needs

• Implement portfolio management system and
performance

Products and services

• Strive to develop tailored products and services that
contribute to financial security and wellbeing in
retirement

• Develop a market leading post retirement offer

To optimise members’ retirement
outcomes and meet employers’ needs
by offering a range of high quality
products and services

• Deliver personalised services to members that can
be accessed when and how they need them

• Implement investment strategy and build internal
capability
• Continue integration of ESG and climate change factors

• Enhance member guidance and services
• Expand our digital offer and explore ancillary products
and services

• Launch a new socially and environmentally responsible
investment option

Brand and experience
To build a differentiated brand
experience that helps drive action

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

• Deliver personalised member experiences

• Increase our profile and contribution in regional
communities

• Continue to implement the Corporate Responsibility
Road Map

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

• Strengthen employer relationships

• Strengthen our member advocacy

• Continue to enhance our key member experience

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

• Continue to meet our regulatory requirements and our
voluntary signatory obligations
• Maintain a robust information and data management
security framework
• Integrate and use digital technology to better connect
our members with their money
• Develop a high performance workplace culture
that lives by our values
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• Develop capabilities and build a workplace culture to
deliver the strategy and optimise our member-centric
operating model

Our external environment
Our business is influenced by the world around us,
whether it’s the global economic forces that influence
investment markets or emerging trends in the way our
members engage with us. Many external factors
influence the way we run our business. It’s our
responsibility to be on the front foot so that we are
prepared to overcome future challenges and leverage
opportunities. We also think that keeping our eye on the
future will help us to be resilient and innovative now and
in the long term.

For our members, one of the most significant changes
was related to Transition to Retirement (TTR) accounts.
While the changes impacting TTR income streams did
not cancel out the advantages of the strategy, the
changes do reduce the benefits. So it was important for
us to get the message out to the members who were
impacted by these changes. Given everyone’s
circumstances are different we also encouraged our
TTR members to seek advice from our in-house
financial planners.

Here, we take a look at some of the key external factors
that have influenced our members and broader
business over the last year. We also talk about what
we’re doing to help our members to achieve security
and peace of mind in retirement.

Over the past year, we also worked hard to
communicate the wide range of regulatory changes
to our members. We’ve implemented communication
and education programs, developed supporting
information and materials, held workplace and public
member seminars and tried to reach out to as many
members as possible. Where our members have
questions we always encourage them to speak to
our team directly.

Superannuation reform
and regulatory change
Getting the balance right, between the access to the
Age Pension safety net and a fair and equitable
superannuation system will continue to be a challenge
for the Australian Government. However it’s imperative
if we want Australians to have a financially secure and
comfortable retirement.
From 1 July 2017 a number of changes to superannuation
were introduced. Despite the short term disruption
and confusion that these changes caused the Australian
community, we still believe that super remains one of
the most tax effective ways for most people to save for
retirement. Regulatory change is hard for everyone –
but we’re determined to support our members in
understanding what these changes mean for them
and their circumstances.

Our business is influenced by the world
around us. Whether it’s the global economic
forces that influence investment markets or
emerging trends in the way our members
engage with us. Many external factors
influence the way we run our business.
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OUR EXTERNAL ENVIRONMENT

Moving into a low return
investment environment
Despite significant political uncertainty around the
world, financial markets delivered strong returns over
the past financial year. And while short-term returns are
very difficult to predict with certainty, we feel that this
positive investment environment may persist over the
short term.
However, we expect returns on average to be lower over
a three to ten-year time horizon given the current very
low levels of cash rates in Australia and globally. This
view is also reinforced by longer term trends such as the
high levels of debt that many of the world’s economies
are currently carrying which is also influencing our
outlook.
Consistent with these low cash rates, bond yields are
also at extreme lows and to the extent that central
banks can, we could potentially see interest rates rise
slowly over time. Indeed, the US Federal Reserve has
already started to do so. This in itself won’t necessarily
lead to negative financial market performance as long
as economic growth is maintained. However, as interest
rates start to ‘normalise’ and come off their historical
lows, this environment will cause a headwind for most
asset class returns over that period.
So what does a low-return environment mean for
VicSuper and our members? The key implication is that
it will become more challenging to meet our investment
return objectives over the next ten years. Portfolio
diversification also becomes more difficult, as it’s more
challenging to seek out investments that will continue
to provide returns even in a low-return environment.
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To meet this challenge, our Investment team will take a
more active and dynamic approach to asset allocation
and investment selection. We will also aim to enhance
the mix of defensive investments in our portfolio – such
as bonds, cash, foreign currency, and other assets.
These strategies will help us provide members with
greater protection from volatility and low returns.
And in doing so, they will help us to remain true to one
of our core strategic priorities – to deliver consistently
competitive investment returns for our members while
striving to achieve our long-term objectives.

The rise of digital technology
and member engagement
Technology has already had a profound influence on
the way people live, how businesses operate and how
consumers access information. The next wave of
technologies is poised to remake industries and
customer experiences. These same trends influence
us at VicSuper and we want to make sure we have the
right resources and processes in place to positively use
technology to improve our members’ experience.
We think the following technology will provide us
with the most value over the medium term:
• Engagement technologies that help make it simple
and intuitive to make decisions
• Insights technologies that make communications
more personal and relevant, and
• Supporting technologies that deliver efficiencies
and speed of service.
VicSuper has been increasingly exploring and
implementing all these technologies across the fund
in recent years. Our journey began with VicSuper being
the first Australian Fund to implement an upgraded
administration platform Sonata, which was launched
two years ago. We also introduced our Voice of the
Customer survey program to help gather feedback
from and better understand the needs of our members.
As well as progressing our insights and supportive
technologies including comprehensive analytics and

OUR EXTERNAL ENVIRONMENT

automated communications, the past year has really
been focused on harnessing and leveraging the work
we’ve done in previous years to build our technology
platforms. We now have the internal capabilities to
engage and communicate with our members in a
personalised way. Our ultimate aim is to use technology
to help our members take control of their financial futures.

Cyber security and data protection
The evolution of technology has provided us with
a myriad of opportunities. But with these benefits
also come risks, one of which is the increased risk of
cyberattacks. Cyber security is not optional, nor is it
a peripheral part of how we run our business. As our
world transitions to one where more products and
services are delivered online, and members in turn
expect greater online access, protecting our personal
information and finances becomes more critical.

We also ensure that our team undertake annual
awareness training so they fully understand VicSuper’s
security controls and data management processes.
99% of employees at VicSuper completed the training
module on Cyber security - Phishing and Social
Engineering in the past year. We’ve also partnered with
Stay Smart Online to ensure that we can communicate
the latest information about staying safe online. Last
year we also started to engage our members on the
topic of cyber security, providing them with tips and
techniques on what to look out for when receiving
electronic communications.

"VicSuper has embraced technology
to expand access to a range of services
and support" (Clare Tam, Executive
Manager Member and Employer Services,
Chief Information Officer)

As you will read throughout this report, VicSuper has
embraced technology to deliver value to members and
to expand access to a range of services and support.
This is a key part of our overall business strategy.
Our whole business is focused on ensuring our cyber
controls safeguard our valuable business assets. The
most important assets we protect include our member
data, our systems and the financial transactions we
undertake on a day-to-day basis.
VicSuper has multiple layers of control in place which
help us to maintain cyber security. These controls,
along with cyber governance, policies, and systems are
formally overseen by VicSuper’s Information Security
Steering Committee. Our Cyber Strategy is also
underpinned by VicSuper’s Information Security and
Data Management frameworks. These frameworks
provide guidance on principles, standards, policies,
and procedures. They also provide guidance on how
data and information is managed in a secure, structured
and consistent manner.
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How we generate value for our members
OUR OPERATIONS

INPUTS

16

Super Savings

Relationships

Talent

Products

Investment

Advice

We have over
238,000 members
entrusting their
superannuation
savings to our Fund.
Our members rely on
us throughout their
lives to invest and
grow their savings
on their behalf.

We endeavour to build
strong and lasting
relationships with the
23,000 employers who
actively contribute to
the Fund. We provide
guidance and support
to our employers so
that when they
make superannuation
contributions on behalf
of their employees it is
simple and easy.

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

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

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

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

MEMBERS

EMPLOYERS

PEOPLE

VALUE GENERATED

Reputation
Building reputation and
trust in our brand helps
attract new members,
employers and talented
people wanting to work
for us. Our brand
differentiates us from
our competitors and
supports the growth
of our Fund.

Income and
peace of mind

Economic
contribution

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

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

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

We’re focused on generating long term
value for our members, our employers, our
business and our local communities. We
provide value to our members and
employers by providing support, guidance
and advice throughout their whole
superannuation journey – from savings to
retirement. We continue to develop value for
money services and products designed to
suit members at various ages and life stages
and cater for differing needs. We strive to
deliver consistently strong investment
returns while also considering the longer
term environmental and social impacts of
our investments and our business.

Valuing our stakeholders
Our business is built on relationships, and
these relationships extend far and wide.
Each and every one of them is important –
whether it’s with our members who rely on
us to look after and grow their retirement
savings, and the employers who place their
trust in us, or the communities in which we
operate. Our key stakeholders include:
• Our members
• Our employers
• The VicSuper team
• Investment managers, advisers and
consultants
• Service providers acting on our behalf
• Government, regulators and voluntary
organisations
• Industry associations
• The Victorian community

MEMBERS

ECONOMY

ENVIRONMENT
AND SOCIETY

More information on how we interact with
our stakeholders is available on our website.
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Growth and scale
Challenges and opportunities
in a competitive environment
We continue to maintain our focus on growing the size
and scale of our Fund in order to maintain our
competitive position amongst our peers and deliver
even greater value to our members. We plan to meet
our growth objectives by increasing our membership,
offering more innovative products and by expanding
our distribution channels.
We do recognise however that we face some key
challenges in respect to longer term growth potential.
Slower labour force growth in recent years, casualisation
of the labour force and low wages growth are likely to
impact growth over the short to medium term. These
challenges have direct flow through implications to the
super contributions we receive from members. We also
have growing numbers of members nearing retirement
as well as an increasing pension payroll.
We are well aware of these broader economic
challenges and have further developed our business
strategy and business plans to address them and look
for opportunities. Re-defining and broadening our
overarching purpose is an outcome of the increasing
competitive environment. In response to our ageing
membership base we will be increasing our focus on our
retirement product suite and further tailoring what we
offer our members in retirement. To find out more about
VicSuper’s current retirement offering and our plans for
the future, see ‘Our approach to improving retirement
outcomes’ on page 41.

Despite organic growth being a key focus over the last
few years, we recognised that this alone may not be
enough to grow at the pace required to maintain our
position in the market. So with this end in mind, we’re
actively considering inorganic growth strategies, such
as a merger or alliance with another super fund. We
think this will complement our organic growth strategy.
It will also help to maintain the long term sustainability
of our Fund. However any merger or alliance needs to
be in the best interests of our members, so is something
we’re exploring in a very careful and considered manner.
We’re happy to report that our net asset growth
continues to be stronger than the majority of our peers,
with growth driven by both investment performance
and net inflows.2 Over the past year, we grew the fund
by $2.65 billion to reach a total of $19 billion funds under
management. This is an increase of 16% over the past
twelve months.

FUNDS UNDER MANAGEMENT
$ billion

Value for money products and services
VicSuper’s fee structure still provides some of the
best value in the industry and the fee for the default
MySuper option is below the median of peer funds.3
Our MySuper, Accumulation and Pension product
options were all awarded a SuperRatings Platinum
Rating4 and the Chant West ‘5 Apples’5 rating. The
Platinum and 5 Apples ratings are the highest ratings
and are a strong external endorsement of the value
we provide to our members.
The Platinum rating is awarded to "best value for
money" superannuation funds that are well balanced
across all key assessment criteria – investments,
fees and charges, insurance, member servicing
and administration in a robust, secure and proven
governance/risk framework. The ‘5 Apples’ are assessed
on similar criteria. We're proud of these results.
Over recent years we have seen our costs increase
slightly due to higher investment management costs
and increased investment in our people and systems.
We think these are both warranted as we’ve been able
to access more innovative investment opportunities and
improve the services we offer to our members. We work
hard to keep our fees as low as possible on many fronts.
Our salaried financial planners don’t get paid
commissions, as we believe that commissions can erode
people’s superannuation balances over the long term.

19.0
15.3

16.4

13.3
10.8

2012/13
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2015/16

2016/17

2

APRA Statistics Superannuation Fund level profiles and financial
performance 2014-2016

3

APRA, Quarterly MySuper Statistics, June 2017

4

Platinum rating is the highest rating possible and represents a ”best value
for money” superannuation fund that is well balanced across all key
assessment criteria – investments, fees and charges, insurance, member
servicing and administration in a robust, secure and proven governance
and risk framework.

5

Chant West 5 Apples represents the highest rating/grade possible.
Go to www.chantwest.com.au/fund-ratings/super-methodology
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Along with our competitive fees, our members reap
the benefits of a full service fund with all the trimmings.
We continue to offer our members:
• Face-to-face and over the phone advice with our
in-house team of financial planners
• Access to our new online financial coaching platform,
Beeline, which is available for members to access 24/7
• Access to VicSuper’s MembersOnline, a secure digital
portal where members can track and manage their
super account and savings online
• A range of member seminars and education programs
• Regular member and employer communications
and support

Our members
VicSuper currently manages the savings of more
than 238,000 members. Most of our members live
and work in Victoria, with the largest proportion
working for the Victorian Government or as teachers
in the Victorian education system. The majority of our
members are women, who represent around 65% of
our membership base.
Like the rest of the super industry, with members
continuing to consolidate their super accounts, the
number of member accounts we manage has reduced
marginally over the past year. Pleasingly however,
the reduction in our account numbers is less than the
average reductions being experienced by our peers.
We think this can be attributed to the significant
work we are undertaking to attract new members
to the Fund.
In Australia in 1960 there was one retiree to every seven
working Australians. In 2015 there was one retiree aged
65 or older for every four to five working Australians.
By 2050, with Australian’s living longer, this ratio will
have increased to one retiree for every two to three
working Australians.6 Our membership base is ageing
in line with this general trend.

NUMBER OF VICSUPER MEMBERS
(Accounts)
243,980
241,723
240,465

2012/13

2013/14

239,504

2014/15

2015/16

238,481

2016/17

We estimate that approximately 20% of current
members will move into the retirement phase of their
lives in the next decade.7 This brings both challenges
and opportunities for our Fund. We expect outflows
of money to increase as more of our members start
to draw down on their retirement savings. But we
also have a great opportunity to develop innovative
retirement products and a range of complementary
services that will help retain and attract new retirees
to the Fund over the longer term.

Our employers
VicSuper currently services over 23,000 employers
who make superannuation contributions on behalf of
their employees. The Victorian Government and the
education sector still make up a large proportion of
our employer base in regards to member numbers,
but in much the same way as we’re diversifying our
membership, we’re also diversifying our employer
base. During the year we continued to attract more
employers from the private sector and small to
medium Victorian businesses. These results are
further helping us to deliver on our growth goals.

6

OECD and Deloitte Actuaries & Consultants, 2015, Dynamics of the Australian Superannuation System The next 20 years: 2015 - 2035

7

Based on number of VicSuper member accounts in 55-64 age bracket, calculated from data in APRA 2016 Annual Fund-level Superannuation Statistics.
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Greensborough

Servicing regional Victoria

In addition to our metropolitan operations, we have
three regional Advice Centres and a number of1
serviced offices spread across the State. And we’ve
got plans to continue to strengthen our regional
Lavertonour
coverage and presence. Here, we introduce
regional teams to learn how they service local
communities.

VicSuper has a unique, strong and active regional
presence in Victoria. We think this sets us apart
as we’re one of the only super funds to have a
dedicated team living and working in the
communities of regional Victoria.
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VicSuper’s presence in the regional centres
is so important. It means a lot that we can
2still speak to somebody face-to-face”.
– Peter Lloyd, VicSuper member, Shepparton
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Eastern District

Northern District

Western District

Adam Brady – Regional Manager, Eastern
Adam sees first-hand how much members appreciate
VicSuper having a regional presence, especially when
travelling long distances to give members personal advice
in remote locations. He says there’s not many other super
funds that go out and give advice this way, and thinks that
the more VicSuper can service the regions, the better.

Phil Monaghan – Senior Financial Planner/
Team Leader, Bendigo Advice Centre
Phil has been with the Bendigo Advice Centre since it
opened 12 years ago and recalls that back then, a lot of the
people he met hadn’t had any connection with their super
fund. He says it’s been rewarding to see members grow
not just their super balance, but their knowledge and
understanding of what’s available to them. Phil manages
a team of four; himself, an administrator and financial
planner in the Bendigo office, and one planner in Wodonga.

Jon Standen – Regional Manager, Western
Jon manages a team of nine people; eight in the Geelong
Advice centre and one in our serviced office in Ballarat.
His team includes five financial planners, two key account
managers, a para planner and an administrator. The team
services the entire western district of Victoria, including
Warrnambool and Horsham.

Adam manages a local team that services the entire
Eastern District of Victoria, which includes three financial
planners and an administrator. Each of the planners has
their own geographical area to cover, and will often spend
large amounts of time out on the road, visiting workplaces
and giving advice to members and non-members
throughout the region. The team also spends an increasing
amount of time giving advice from serviced offices in
Bairnsdale, Warragul and Inverloch.
Over the past year the team has focused on strengthening
its connections with existing members through one-onone advice appointments, and growing its member base
in the region. A few years back only three or four information
seminars were delivered over a year. But this year the
team’s delivered 13 seminars, spread throughout the region.
The Traralgon Advice Centre plays a key role in the community by
sponsoring events such as the Gippsland and East Gippsland
Business Awards, and local clubs including the Traralgon
Tennis Association. It’s a good way to support the local
communities that we service and a great way to highlight
that VicSuper is part of the local business community.
“Our members aren’t just
numbers; we know their names,
we stop and say hello when we
see them on the street. We’re
proud that our advice helps our
members to get to retirement in
the best financial shape possible.”

When the team of financial planners from the Northern
District are out on the road, they make a point of calling
in to see as many employers as they can. They travel to a
lot of smaller towns to see as many members as they can.
Many other services in these remote towns have reduced
over time, so Phil and his team feel that people are grateful
to have them around.
Over the past year the team has given personal and
general advice to hundreds of VicSuper members and
delivered member seminars throughout north-east
Victoria. The region has a large farming population,
and is very supportive of VicSuper and its long term
commitment to the region. Since 2007 VicSuper has
owned farmland near Kerang through our Future Farming
Landscapes project. Over the past five years, the farm
has injected over $25 million into the local economy in
materials and services sourced from more than 200
local suppliers.

“We’re committed to educating
and advising members in the
Northern Region and have
seen the understanding of
superannuation continue to
improve, as people become
more engaged and better
understand how super is so
important for building wealth
for their retirement.”

During the year Jon and his team have focused on
reaching out to employers to provide financial education
workshops. These have been well received and extremely
successful this year. The team also partnered with
Centrelink to deliver a series of seminars to retired
members. These seminars helped our members
understand the impact and changes to the Age Pension
rules in January 2017. The team also focussed on assisting
members to maximise their super contributions during
the year.
“Growing VicSuper’s presence in the community
continues to be important to our team. We sponsor the
local Chamber of Commerce, the Geelong Performing
Arts Centre, and Karingal BacLinks,”says Jon. In the
coming year, Jon and the team will focus on continuing
to grow their member base and further strengthening
relationships with employers. They will also look to
increase VicSuper’s presence in Ballarat through the
transformation of the existing office into a fully resourced
Advice Centre.

“When people are going through
big life changes they like to sit
down with someone one-on-one
and talk it through. We like to be
available for that; we find it’s the
best way to engage with and
really understand what’s
important to them.”

VicSuper Annual Report 2017

21

GROWTH AND SCALE

Managing our finances
During the year we prudently managed our expenses to
maintain a positive cash-flow. Both operating costs and
capital expenditure were within our set budget. Our
administration expense ratio of 0.31% was lower than
last year and lower than what was budgeted for.
Our Finance team successfully moved to a new financial
system which incorporated a work flow application to
approve and pay supplier invoices. The new system has
provided cost savings, efficiency gains, and more
streamlined automated processes. The automated
work-flow process introduced by the new system has
provided significant benefit to the whole organisation
by freeing up handling time and providing easy access
to data and information. Increased visibility of financial
data will also support decision making and help to
produce faster, better reporting in the future.

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 2017
Balance of the reserve
account
As at 30 June

2017

Reserves
The General Reserve increased by 36% for the year.
The General Reserve is invested in the Cash Option, in
accordance with VicSuper’s policy on the management
of the reserve accounts. The Operational Risk Reserve
increased by 9% for the year, as a result of earnings on
the Reserve. There was no transfer from the General
Reserve to the Operational Risk Reserve for the year.
This Reserve meets our legislative requirements and
aims to cover operational risks.

Tax
The Federal Government’s legislative framework
for superannuation savings is primarily contained in the
Superannuation Industry (Supervision) Act 1993 (Cwlth).
Since 1 July 1999, VicSuper Fund has been a complying
superannuation fund 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%.
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2016

2015

Opening
balance $m

Transfer to
the Reserve
including
earnings on
Reserve $m

Transfer (to)
ORR from
the General
Reserve $m

Closing
balance $m

% of closing
Net Assets

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

59.0

21.1

-

80.1

0.43%

Operational Risk Reserve
(ORR)

40.5

3.7

-

44.2

0.24%

Total

99.5

24.8

0.0

124.3

0.67%

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

46.9

18.0

(5.9)

59.0

0.36%

Operational Risk Reserve
(ORR)

24.4

10.2

5.9

40.5

0.25%

Total

71.3

28.2

0.0

99.5

0.61%

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

27.9

19.0

46.9

0.31%

Operational Risk Reserve
(ORR)

16.8

7.6

24.4

0.16%

44.7

26.6

71.3

0.47%

Total

-
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Summary financial accounts
Summary Income Statement for the financial year ended 30 June 2017

Summary Statement of Financial Position as at 30 June 2017
FY 2015/16
(audited)
$’000

FY 2016/17
(audited)
$’000

FY 2015/16
(audited)
$’000

FY 2016/17
(audited)
$’000

364,600

1,826,479

Revenue

Assets

Investment revenue

Investments

16,424,412

19,107,338

Other assets

163,043

171,483

Other revenue

2,931

3,408

19,278,821

Total revenue

367,531

1,829,887

34,848

40,061

Total assets

16,587,455

Less expenses

Less liabilities
208,844

301,286

Investment expenses

Other liabilities

167,319

252,025

Administration expenses

53,428

57,456

Total liabilities

376,163

553,311

Total expenses

88,276

97,517

16,211,292

18,725,510

279,255

1,732,370

Income tax benefit/(expense) on investment revenue
and expenses

12,256

(104,581)

Equals operating results after income tax

291,511

Income tax liabilities

Equals net assets available for member benefits
Represented by:
Member liabilities
Equity (Reserves)*

*

16,111,731

18,601,169

99,561

124,341

16,211,292

18,725,510

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

Summary Statement of changes in Member Benefits for the financial year
ended 30 June 2017
FY 2015/16
(audited)
$’000

FY 2016/17
(audited)
$’000

Opening balance

15,131,753

16,111,731

Contributions and transfers from other funds

1,828,398

2,191,376

Less income tax expenses on net contributions

136,579

147,998

Equals net after tax contributions

1,691,819

2,043,378

Increase/(decrease) in members' account balances

(711,841)

446,060

Closing balance

16,111,731

18,601,169

Equals operating results before income tax

Less net benefits allocated to and changes in member
liabilities

1,627,789

271,790

1,603,009

Equals operating results net of tax and benefits
allocated to members

19,721

24,780

Less earnings attributable to reserves

2,533

4,680

Equals balance transferred to the general reserve

17,188

20,100

The statutory Financial Statements for the year ended 30 June 2017 has been
prepared in accordance with AASB 1056 Superannuation Entities and other
relevant Australian Accounting Standards (AAS). VicSuper Fund’s financial
statements and auditor’s report will be made available to members and
beneficiaries on our website in October 2017.
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Market commentary
The last financial year was very much a year in which
international political headlines dominated. We started
the financial year fresh from the news of the Brexit
decision in late June 2016. Britain’s decision to exit the
European Union signalled a significant shift in political
and economic thinking for the UK and Europe. Only a
few short months later, in November 2016, the United
States was ushering in the Trump presidency.
And while the headlines forecast political uncertainty
and a raft of potential trade and economic issues,
these concerns didn’t play out in investment markets
in the way many were expecting. Instead, we saw
strong results across the board in equity markets.
The election of French President Emmanuel Macron
helped diffuse the risk of a potential break up of Europe,
and markets certainly took comfort from this. But the
overall strength in equities over the year largely points
to strength in underlying economic fundamentals –
those underlying factors that drive corporate earnings.
And this resulted in stronger equity market
performance.
We saw global trade and investment regaining
momentum, largely on the back of strengthening
investment in developed and emerging economies.
Increased trade flows both to and from China were
also a key contributor to the positive investor sentiment.
The All Ordinaries Index returned 13.1% for the year
ended 30 June. The MSCI World ex-Australia
(unhedged) index was up 14.7%. The MSCI Emerging
Market (unhedged) index was up 20.1%. In contrast,
bond markets were relatively flat and we’ve seen
improving global growth and the potential for higher
inflation lead to rises in bond yields in key markets –
particularly in the US where the Federal Reserve
raised rates three times in six months.
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Looking ahead
These relatively strong fundamentals have the potential
to support continued strength in market performance,
at least in the short term. Looking further ahead
however – keeping in mind that super is very much a
long-term investment – it’s important to be conscious
of factors that are likely to dampen returns over the
next three to five years and beyond. Certainly, we’re
not relying on this positive momentum to continue
indefinitely.
Valuations and interest rates are two factors to watch.
Currently, valuations across the market appear to be
quite stretched. Much of the positive sentiment that’s
been associated with the Trump presidency’s progrowth policies has already been ‘priced in’ by investors
– that is – it’s already reflected in asset prices. But none
of the promised changes have transpired yet, so
investors are going to need to see some results if those
valuations are to hold.
We also need to keep in mind that we’re coming out
of a prolonged period of historically low interest rates.
The US Federal Reserve has already started raising
rates, and it’s likely at some point we will start to see
similar moves in other key economies (including here
in Australia).
Our long-term investment philosophy
The period of strong performance that we’ve enjoyed
for several years has generally rewarded those
investors who’ve taken a long-term view and held
their investment positions. But it’s important to maintain
that approach, even with the potential for a lower return
environment over the medium to long term.
Looking ahead, the VicSuper Investment team is
confident in the strategies we have in place for the
Fund. Our focus continues to be on creating and
maintaining an investment framework that can weather
all market environments – good and bad – with the aim
of delivering consistent positive returns for our

members over time – no matter whether they’re looking
to build their super savings or create a regular income
in retirement.
Investment performance
Overall, it’s been a very strong 12 months for the fund
to 30 June 2017. The VicSuper investment options that
outperformed were those with a greater allocation to
growth assets. This reflected the strong returns from
equity markets throughout the year. In contrast, those
investment options with a higher cash allocation were
more subdued which is a reflection of the low interest
rate environment.
For FutureSaver members, the Equity Growth option
was the best performing option for the year with returns
of 15.35%. Our default FutureSaver (MySuper) Growth
option, returned 11.15%, the Balanced option 9.73%,
and the Capital Stable option 7.57%.
Returns over longer time frames have also been strong.
Almost 85% of our members still in the workforce and
contributing to their super are invested in VicSuper’s
default Growth (MySuper) investment option. When
compared with the performance of industry peers,8 this
option achieved top quartile returns over five years and
seven years, and above median returns over one and
three years.
The Capital Stable Option is the most common
investment option for our members who are retired or
about to retire. This option returned 7.89% over the past
year, well above the median peer fund return of 5.88%.
When compared with the performance of industry
peers, this option achieved top quartile returns across
each of the time periods - one, three, five and seven
years. The Balanced option, which is the second most
common option for pension members, also achieved
top quartile returns over one, three, five and seven years.

8

SuperRatings Pension Fund Crediting Rate Survey, June 2017
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Investment option performance (% per annum) to 30 June 2017
FutureSaver Investment Options

1-year
annual
return

5-year
annual
return

Investment governance and strategy

10-year
annual
return

10-year
investment
objective*

Performance
against
objective

Cash

1.66%

2.16%

3.31%

3.61%

-0.30%

Capital Secure

4.73%

5.67%

4.68%

4.36%

0.32%

Capital Stable

7.57%

7.94%

5.05%

4.86%

0.19%

9.73%

9.72%

5.07%

5.86%

-0.79%

14.86%

12.72%

5.24%

6.58%

-1.34%

Balanced
Socially Conscious

1

11.15%

10.96%

4.55%

6.36%

-1.81%

Equity Growth

Growth (MySuper)

15.35%

12.98%

4.66%

6.61%

-1.95%

Australian Shares2

12.07%

N/A

N/A

N/A

N/A

Flexible Income Investment Options

1-year
annual
return

5-year
annual
return

10-year
annual
return

10-year
investment
objective*

Performance
against
objective

1.96%

2.58%

3.92%

4.31%

-0.39%

Capital Secure

5.04%

6.30%

5.35%

5.16%

0.19%

Capital Stable

7.89%

8.64%

5.69%

5.66%

0.03%

Balanced

10.45%

10.69%

5.72%

6.76%

-1.04%

Socially Conscious1

14.70%

13.49%

5.58%

7.48%

-1.90%

12.15%

12.08%

5.13%

7.26%

-2.13%

17.51%

14.32%

5.21%

7.51%

-2.30%

14.64%

N/A

N/A

N/A

N/A

Cash

Growth
Equity Growth
Australian Shares

2

Our Investment Governance Framework and Investment
Policy Statement define how we invest at VicSuper.
Together, they define our investment beliefs, objectives,
procedures and approach. They also contain important
information on the regulatory and legislative
fundamentals, including the Australian Prudential
Regulation Authority’s (APRA) prudential standards
(SPS 530) and the Superannuation Industry
(Supervision) Act 1993, that underpin all of our
investment activities. You can access our Investment
Policy Statement on our website.
Our overall objective is to meet our long-term objectives
while delivering consistently competitive investment
returns for our members. Our investment strategy
defines how and where our members’ retirement
savings are invested and the strategic asset allocation
for each of the investment options that we offer
members.
Each option invests in a different mix of asset classes,
which means that each option has different levels of
investment risk and expected performance over time.
Each of these options provides our members with the
opportunity to select an investment approach that best
meets their individual needs. More information on our
investment options can be found on pages 4–7 of this
report.

*	Based on an inflation rate of 2.35% 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.

1

	On 1 February 2017, our Equity Growth Sustainability investment option was restructured and renamed as the Socially Conscious investment option. At that
time, the investment option’s strategic asset allocation was substantially changed, decreasing its exposure to growth assets and increasing its exposure to
defensive assets. The investment returns shown in the table above, cover periods where both the former strategic asset allocation (up to 31 January 2017)
and the new strategic asset allocation (from 1 February 2017) apply. Therefore, as with all historical returns, they should not be seen as an indicator of future
performance.

2

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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Strategic asset allocation
The prudential standards (SPS 530) require regular
review of the investment strategy underpinning each of
our individual investments options. This review is critical
as it informs the underlying calculations of future
expected risk and returns. Each year our investment
strategy is assessed using a combination of forward
looking qualitative and quantitative analysis, stress
testing and scenario analysis. It is important to bear in
mind that our investment strategy and underlying asset
allocation is designed to be long term. As such, changes
to the strategic asset allocation are not made frequently.

STRATEGIC ASSET ALLOCATIONS
GROWTH (MYSUPER)
% at 30 June 2017

Cash

1.0%

Fixed income

14.5%

Real assets

18.0%

Alternatives

15.0%

Equities

51.5%

Dynamic asset allocation
The Trustee and Investment Committee have the ability
to implement dynamic tilts. A dynamic tilt allows us to
shift our investment position by plus or minus 15%
relative to the strategic asset allocation. Positions are
typically implemented when valuations or risks are
identified as varying significantly from normal levels.
Tilts may be determined on the basis of return
enhancement and/or risk reduction. Tilts may also
reflect deviations from strategic asset allocations
when rebalancing is not practical over the short-term
(eg. in unlisted asset classes).
Investment return objective
In collaboration with our investment advisors Frontier
Advisors, we recently reviewed our long-term
investment return objectives. Across a number of
options, namely the Capital Stable, Balanced, Socially
Conscious and Growth, we have reduced our return
objective by 0.25%. For the Cash, Term Deposit and
Capital Secure options we have reduced our return
objective by 0.50%.
These new return objectives will be effective from
1 October 2017. These changes were driven by our
expectation of, on average, lower returns across a
number of asset classes including a lower cash rate over
the longer term. Ensuring that our investment objectives
are realistic is a key element of preparing our members
for what lies ahead. It also gives our members the
information they need to plan for their retirement.
Net investment returns
In any given year net investment returns can be positive
or negative. These net investment returns depend on
the financial performance of a member’s investment
options over a given period of time. We calculate these
returns using a system known as unit pricing. You can
find out more about how unit pricing works and how
our investment options are performing on our website.
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Fair value of investments
The table below outlines the change in the value of our
investments over the past year (including market
movements and net contributions):
Asset class

Cash
Fixed Interest
Real Assets
Equities
Alternatives
Total

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

Fair value of
investments at
30 June 2017
($m)

1,443.11

2,585.67

2,351.69

3,504.30

1,755.70

1,487.09

9,729.00

10,170.99

1,110.89

1,328.90

16,390.39

19,076.95

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 2017, none of VicSuper’s investments in
unit trusts were individually valued in excess of 5%
of the total market value of the assets of 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 VicSuper Fund.

INVESTMENTS

Major share holdings

Our investment managers

The following table is a list of our top 20 Australian and international listed equities, as at 30 June 2017.

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

Top 20 Australian equities

%

Top 20 international equities

%

Commonwealth Bank Of Australia

2.5%

Samsung Electronics Co. Ltd

1.3%

Westpac Banking Corp

2.0%

Taiwan Semiconductor Manu. Co. Ltd.

1.3%

ANZ Banking Group

1.7%

Alphabet Inc

0.8%

National Australia Bank

1.3%

Microsoft Corp.

0.8%

CSL Ltd

1.1%

Apple Inc.

0.8%

BHP Billiton Limited

1.0%

Nestle SA

0.7%

Telstra Corp Ltd

0.9%

Johnson & Johnson

0.6%

Transurban Group

0.7%

Tencent Holdings Ltd.

0.5%

Wesfarmers Limited

0.6%

Roche Holding AG

0.5%

Macquarie Group Ltd

0.6%

Cerner Corp.

0.5%

Origin Energy Ltd

0.5%

Facebook Inc.

0.5%

Qantas Airways Ltd

0.4%

Alibaba Group Holding Ltd

0.5%

Woodside Petroleum

0.4%

National Grid plc

0.4%

Woolworths Ltd

0.4%

JPMorgan Chase & Co.

0.4%

Sydney Airport

0.4%

Amazon.com Inc.

0.4%

South32 Ltd

0.3%

HDFC BANK LTD

0.4%

Suncorp Group Ltd

0.3%

Industrial & Commercial Bank of China Ltd.

0.4%

Bluescope Steel Ltd

0.3%

Citigroup Inc.

0.4%

Caltex Australia Ltd

0.3%

AIA Group Ltd.

0.4%

Incitec Pivot Ltd

0.3%

Merck & Co. Inc.

0.4%

Note: Data includes mandates and trusts in Equities asset class

Over the past year VicSuper appointed three new
investment managers.
• In November 2016 we appointed Colchester Global
Investors to manage a global fixed interest portfolio
for VicSuper. Colchester are a value-oriented
manager, with value defined as ‘high real yields’ or
income generated in real terms. Colchester invests
solely in high quality sovereign bonds in markets that
are investment grade or better.
• In February 2017 we appointed Colonial First State
Global Asset Management to implement the
customised index designed for the equities
component of VicSuper’s Socially Conscious
investment option. The custom index combines
the MSCI Global Fossil Fuels Exclusion Index and
the MSCI Global Socially Responsible Index plus an
additional fossil fuel direct activity screen.
• In March 2017 VicSuper invested into the QIC Global
Infrastructure Fund. The Fund seeks to generate
attractive risk adjusted returns by investing in
established assets (Transport, Energy and Utilities
and PPP/Social) within OECD countries that can be
improved though active management, stakeholder
engagement and/or expansion. Typically this is done
via controlling stakes or positions with significant
influence.
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VicSuper’s appointed investment managers

VicSuper’s appointed investment managers

Australian listed equities

Australian fixed interest

BlackRock Investment Management
Vinva Investment Management
AB Global Investment Management

International equities

Members Equity Portfolio Management
International fixed interest

Payden & Rygel Investment Management

Tribeca Investment Partners Australia

Colchester Global Investors*

Vanguard Investments

Cash

BlackRock Investment Management

Analytic Investors

Property

Vicinity Centres

C Worldwide Asset Management**

Investa Property Group

Colonial First State Global Asset Management

Stride Property Limited
Australian infrastructure

Palisade Investment Partners

Walter Scott & Partners

IFM Investors
Global infrastructure

Sanders Capital
Vanguard Investments

Agriculture

Martin Currie Investment Management
Colonial First State Global Asset Management*
ROC Partners
Cleantech Ventures
IFM Investors
Performance Equity Management
Emerald Technology Ventures
Generation Investment Management
Vanguard Investments
Payden & Rygel Investment Management
Wellington Management Company
Metrics Credit Partners
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IFM Investors
QIC*
VicSuper Future Farming Landscapes Trust
VicSuper Future Farming Landscapes Land
Holdings Trust

AB Global Investment Management
Alternatives

Hastings Funds Management

State Street Global Advisors
Global Thematic Partners

Socially Conscious (SRI)

BlackRock Investment Management

Yarra Capital Management**

Generation Investment Management

Global listed emerging
market equities

BlackRock Investment Management

Timber

Stafford International

* Newly appointed in 2016-17.
** Denotes name change of existing manager.
Managers where IMA’s ceased in 2016-17 include:
SG Hiscock, Stone Harbour Partners and Eureka Funds Management
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Responsible Investment strategy
We are committed to investing our members’
retirement savings responsibly so that we generate
long-term value and help to provide our members
with peace of mind and financial security in retirement.
VicSuper’s 2020 Responsible Investment Strategy aims
to build on what we’ve already achieved. It also helps
us to demonstrate that we are a responsible corporate
citizen and will look to ensure that the Fund continues
to manage emerging environment, social and
governance (ESG) risks and capture innovative
opportunities into the future.
Our responsible investment beliefs sit at the heart
of this strategy and are supported by three key
responsible investment programs: ESG integration,
Engaging for positive change and Investing in
sustainable outcomes.
You can find out more about our approach to investing
responsibly on our website. The diagram on the
following page outlines what we’ve achieved during
the year in each of these areas.
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Our responsible investment
achievements in 2016 – 17

We undertook a climate change risk assessment and
developed our 2020 Climate Change and Investments
Strategy. See the next section for more detail.

We launched our Socially Conscious investment
option to help members invest their super savings
in alignment with their social and environmental
values. See case study for more detail.

We formally supported a Global Investor Letter
to G7 and G20 Leaders on climate change and
we engaged on National Climate Policy.
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We became a founding partner of the Victorian
Government’s TAKE2 climate pledging program.
Find our more at www.take2.vic.gov.au

We signed an investor statement on tobacco
and became a member of the Tobacco Free
Portfolios Initiative.
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We analysed the performance of the
portfolio against a selection of ESG issues.
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Responsible
Investment
beliefs

We updated the ESG clauses in our
standard investment manager agreements.

We became a member of the Australian 30% club
and we support their vision of achieving 30% of
ASX 200 seats held by women by the end of 2018.

We engaged with 753 companies in our
portfolio on 1648 ESG issues. This engagement
covered around 33% of our equities portfolio.

We voted at 2,186 company meetings
and 6.4% of votes were cast against
management resolutions.

We collaborated with the Investor Group
on Climate Change to develop a practical guide
for investors on climate change adaptation.

We updated position descriptions to clearly articulate
responsible investment roles and accountabilities.

We transparently reported on progress through the
Principles for Responsible Investment, the Responsible
Investment Association of Australia and the Asset
Owners Disclosure Project.

We undertook a review of the due diligence processes
and further tailored the ESG questions that we ask our
investment managers before they are appointed.

We updated our Engagement and Proxy Voting
Policy and set clear objectives for Governance,
Climate Change, Human Rights, Gender Equity
and Natural Capital.

INVESTMENTS

Climate Change and Investments strategy
Engaging for positive change objectives
As an investor we have a powerful voice. This
voice can be used to influence positive changes
in corporate behaviour. It can also play an important
part in influencing how our industry manages ESG
risks and opportunities and how Public Policy
makers tackle systemic ESG challenges.
During the year we undertook a review of our
Engagement and Proxy Voting Policy. We also
reviewed our specialist service providers and the
processes we use to undertake and monitor
engagement on ESG issues and the casting of
votes at annual general meetings. This review

resulted in a streamlining of our processes so that
they are aligned across investment managers and
cost savings for the Fund.
We also set clear objectives for our company
engagement, proxy voting, industry collaboration
and public policy work. These Board approved
objectives help us to ensure that we are engaging
on the issues that are most important to us and
our members. We have also updated our website
(insert link to new website content on RI) so that
our members can access regular updates on our
engagement and proxy voting activities.

VICSUPER’S ENGAGEMENT AND PROXY VOTING OBJECTIVES
Governance

Promote
best practice
corporate
governance
and encourage
Boards to
maintain focus on
shareholder value
creation and risk
reduction

Climate
change

Support the
objectives of the
Paris Agreement
and the low
carbon transition

Human rights

Promote the
protection of
human rights in
our investment
supply chain

Gender
equity

Promote gender
equity, diversity
and inclusion on
company Boards

Natural capital

Influence how our
industry and key
decision makers
value natural
capital

Climate change is an environmental, social and
economic risk that affects everyone – all countries and
all sectors of the economy. We support the objectives of
the Paris Climate Agreement, which aims to keep global
warming below 2°C. We believe that the Agreement will
help map a pathway to a safer climate and economic
prosperity, and that stable and well-planned action on
climate change will better protect our investments over
the long term and provide investors with certainty.
At VicSuper, we consider how best to reduce or avoid
the negative impacts of climate change by managing
climate risks across our portfolio. We also consider the
opportunities that climate change may present. As an
active owner that invests across global economies, we
also believe we have a role to play in engaging the
companies we invest in and the climate public policy
debate to help drive positive change.
VicSuper’s work on managing climate change risk has
been building over the last few years. The Asset Owners
Disclosure Project currently ranks us within the top 7%
of funds internationally when it comes to managing
climate risk. We also have a record $1 billion invested
in assets that have climate change benefits, including
renewable energy, sustainable forestry and agriculture
and dedicated climate mandates.
In late 2016 we appointed Mercer to undertake a
portfolio climate risk assessment across different
climate scenarios and time horizons out to 2050. This
analysis identified that climate change does pose a risk
to returns for us, as it does for many of our peers in the
superannuation and investments sector. But
importantly, Mercer’s research found that VicSuper
is well placed to manage this risk thoughtfully and
progressively over the medium and long term.
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Investments

We’ve used Mercer’s findings, and the results of an
internal strategic climate review, to develop our 2020
Climate Change and Investments Strategy. This strategy
is one of the key deliverables in VicSuper’s overarching
2020 Responsible Investment strategy and it aims to
help us continue our journey towards best practice.
Within the strategy VicSuper’s current climate change
beliefs, commitments and objectives have been clearly
defined. We’ve also identified a series of initiatives in the
areas of governance, investments and engagement to
help us manage climate risk and influence positive

Measuring our carbon footprint
Each year VicSuper measures the greenhouse gas
emission intensity of our equities portfolio. This
carbon intensity measure allows us to compare
the greenhouse gas intensity of our portfolio
year-on-year, despite our funds under management
increasing over time. We were one of the first super
funds to do this in Australia and it helps us to meet
our Montreal Pledge signatory obligations and
the commitments outlined in our TAKE2 Pledge.
At the end of May 2017, our equities investments
included in the carbon footprint analysis represented
approximately A$ 8.6 billion and approximately 46%
of our entire portfolio. In 2017 the carbon intensity
of the measured equity portfolio was 251.6 tonnes
of CO2e/A$M. This is 10% lower than the intensity
reported last year (279.6 CO2e/A$M in 2016) and
below the portfolio benchmark. Since 2008, when
we began measuring our carbon footprint, the
intensity of the equities portfolio has decreased
by approximately 30%.
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change. These initiatives have been staged over three
years and we will report on our progress through the
dedicated climate change page on our website and
our Annual Report.

CO2 EMISSIONS INTENSITY OF
VICSUPER EQUITY PORTFOLIO
CO2e/A$M
342.3
326.2 324.3

335.6

335.59

293.1

292.1

279.6

273.31
251.64

4

5

2012/13

2013/14

VicSuper equity portfolio

2014/15

2015/16

2016/17

Benchmark*

You can find out more about this work on our
dedicated climate change page on our website.
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Socially Conscious investing
In February this year, VicSuper’s Equity Growth
Sustainability investment option was renamed and
restructured to become the Socially Conscious Investment
option. Our revised option provides our members with
the opportunity to invest their super savings in closer
alignment with their social and environmental values.
Socially Conscious was designed with two things in
mind. Firstly, we wanted our option to address a
range of social and environmental issues raised by
our members, and secondly, we wanted it to be
competitive on both price and potential returns. By
selecting this option, members do not have to pay any
more to invest in a socially responsible way compared
to our Balanced option. So far, our Socially Conscious
option has attracted new members increased funds
under management in the option by 40% in the five
months since its launch and importantly its investment
performance to date, is comparable with our
mainstream Balanced option with no additional fees.
To us this demonstrates that our members value
having an option like this available to them.
The Socially Conscious investment option helps our
members take action across three key areas:
• Taking action on climate change by not investing in
companies that hold fossil fuel reserves used for
energy purposes or whose principal business revenue
is derived from direct fossil fuel activities;
• Minimising social harm by not investing in companies
that are materially involved in activities that potentially
cause social harm, for example tobacco production,
alcohol, gambling, military weapons, civilian firearms,
pornography and genetically modified organisms;
• Protecting human rights, labour rights and the
environment by not investing in companies that have
been involved in severe incidents and/or controversies,
or found not to be adhering to widely accepted
global conventions.

Importantly, we undertook extensive research and
surveyed our members to seek feedback on a range
of design elements including issue coverage of
environment and social issues, return expectations,
pricing and an appropriate asset mix and risk profile.

Socially Conscious has been certified by Responsible
Investment Association Australasia who independently
verifies that the option meets specific environmental
and social criteria. To find out more about this
certification go to www.responsiblereturns.com.au.

Encouraging better disclosure
on climate change risk
Shareholder proposals and resolutions continue to
provide an effective forum to raise concerns about
company performance on a variety of
environmental, social and governance matters. Over
the past year we have seen a number of shareholder
proposals relating to climate change. We’ve recently
strengthened our objectives when it comes to voting
on climate change resolutions and this will provide
robust governance over the way we vote in the
coming years.
In 2016 our international engagement and voting
provider Hermes EOS, co-filed a proposal at the
Chevron AGM asking the company to undertake 2°C
degree scenario analysis. The proposal gained the
support of 41% of shareholders and successfully
encouraged Chevron to publish its Managing
Climate Change Risks report. As a positive gesture
to the company, Hermes withdrew a similar proposal
for the 2017 AGM but will continue to engage with
the company on the topic.
This decision appears to have made it easier for us
and other large asset owners to vote in favour of a
similar proposal at ExxonMobil, which resulted in
momentous support of 62.3% for a recent climate

change resolution. Given the importance of the
company to the US and the oil and gas industry
globally, Hermes EOS expects these results will have
positive repercussions for their upcoming
engagements on climate change.
Here in Australia, we considered a number of climate
change resolutions during the year in consultation
with our engagement and proxy voting specialists
the Australian Council of Superannuation Investors
(ACSI). These included Santos and Oil Search
climate change resolutions. In both cases, the
companies either provided additional information to
the market or made public commitments to address
the content of the resolutions prior to their AGMs.
As a result, at the Santos AGM over 90% of
shareholders chose to act in good faith by not voting
for these resolutions. The Oil Search resolution was
withdrawn prior to the AGM. This demonstrates the
effective use of resolution and engagement
processes to drive positive change in corporate
disclosures. We will continue to monitor their
progress closely in collaboration with ACSI to ensure
that they continue to improve the management of
climate risk over time.
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Brand and experience
Helping our members build their super

Focusing on personalisation

Our goal is to be Australia’s leading retirement partner,
providing and inspiring better financial futures for all
members. To achieve that goal, we’re working closely
with our members to help them better understand their
super and how to grow it – and giving them simple tools
and targeted support.

Helping our members to understand and build their
super is at the heart of what we do. But to do it
effectively, we have to understand our members needs
and challenges – only then can we respond and help
effectively. And everyone is different; there’s no ‘one
size fits all’ approach.

Why? Because super is the largest financial asset many
of our members may ever have, and can be a major
factor in improving their quality of life in retirement.
As a member-oriented, profit-to-member fund,
everything we do is geared to this. Our key focus is
to help our members retire with a super balance that
can give them dignity and financial security later life.

That’s why we’re doing everything we can to make sure
our interactions with members are tailored to their life
stage and financial position. In 2015 we launched the
next stage of our marketing technology suite to build on
the richer insights we’re now creating and the
automated, tailored communications available to
members. Our new initiative, released in early 2017,
allows our Member Centre to better understand
the profile of our members and have prompted
conversations with them, helping them take the

next step to build their super. Since the release, over
70% of members have taken actions from these
conversations.
Our proactive approach to member engagement is
further reflected in how we’re working to personalise
member benefit statements – you can find out more
in the case study featured below. During the year we
also refined our online join and welcome process to
personalise our approach even more, and make it easier
and more intuitive for members to join our Fund in
minutes.

Personalising member benefit statements
Benefit Statements are sent to all members twice a
year. And we know that for many of our members,
this is the most important piece of correspondence
that they receive. Therefore, it’s our biggest
opportunity to engage with them. Acting on our
promise to help members ‘Get Super Active’, we’ve
redesigned the Member Benefit Statement to make
it clearer, easier to read, and simpler to understand.
It all began with a series of member focus groups to
find out what members wanted from their Benefit
Statements and which information they considered
most valuable. And our members were very clear.
They wanted the statements to be a clear and
concise summary of where their super was at, with
balanced visual graphics that were easy to read and
understand. They also wanted to see how much
super they might need in order to be comfortable
in retirement.
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The result? Our new-look statements incorporate
changes in each of these areas. We’ve introduced
projections – customised to each member’s age and
approximate balance – to show how they’re tracking
with their super savings. We’ve also included clearer
information to guide the member to the next step on
their super journey.
Since the release of the new-look statements our
Member Centre team has reported a significant drop
in the number of members querying information on
their statement, which tells us that our members are
understanding the information we’re providing to
them.

Your account overview

Account Balance

Your details

At 30 June 2017

$123,456.78
Estimated
Retirement Income

$122,465.05

Based on what you
are doing now

XX

Your account overview

XX

How much super will you have when you retire?

Your estimated lump
sum at age 67

XX

Your insurance benefits and beneficiaries

XX

Your investments

XX

Your transactions in detail

XX

Other important information you should know

$430,000
which would generate an
estimated annual income
stream from age 67 for
25 years of

$21,000

Find out more on page 3

Your Snapshot
Opening balance at
1 January 2017

$100,000

Amounts added to
your account

$20,000

Investment earnings

$6,000*

Amounts deducted from
your account

$3,534.95

Closing balance at
30 June 2017

$122,465.05

*Past performance is not a reliable indicator of
future performance. For more information on
your investments go to page X.

Your Name:
Full Name Here

Track your super account balance.

At a glance

$30,543.22

•

$53,543.22

$76,543.22

$100,000

31 Dec
2015

30 Jun
2016

31 Dec
2016

Member Number:
91234567
Account Type:
EmployeeSaver
Age at 30 June 2017:
62
Date account commenced:
1 July 1996
Tax File Number:
Supplied

More on fees and costs

•

30 Jun
When can you access your super? 2015

•

What about tax?

30 Jun
2017

Received personal super advice
from VicSuper within last two
years:
Yes

What’s happened in your account over the past six months?

Want to chat to someone
Opening balance at 1 January 2017
about your finances?
Additions

Want to optimise your super? As a VicSuper member, you can get
Employer
Superannuation
Guarantee (SG) contributions
expert superannuation advice from a VicSuper
Financial
Planner,
usually at no extra cost.
Salary sacrifice contributions
We also offer a comprehensive advice service
that can
cover
Personal
and/or
personal deductible contributions
both super and non-super issues and investments. This service is
co-contributions
available to members and non-members onGovernment
a fee for service
basis.
To see if this is right for you, call us to arrange an initial obligationLow income super contribution
free chat at no additional cost.
Total additions
Please refer to the back page of your Benefit Statement for the
details of your nearest VicSuper Advice Centre
location.
Net investment
earnings

$100,000.00

$20,000
$0.00
$0.00
$0.00
$0.00

Learn about the types of
contributions you can make
to your super by visiting
vicsuper.com.au/Super/Buildyour-super

More

Find out more about your
investments on page x

$20,000
$6,000

If you have a general query, please contact our Member Centre on
1300 366 216.

Deductions

Partial withdrawals (including rollovers)

-$1,000.00

Compulsory Government contributions tax (15%)

-$3,000.00

Death only or death & TPD insurance premiums
Income protection insurance premiums

Member number: 9XXXXXXX | Member Centre number 1300 366 216 | vicsuper.com.au

Learn
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-$383.62
-$46.53

Insurance premium tax rebate

$64.55

Administration fee (0.28% pa)

-$130.57

Account-keeping fee ($1.50 per week)
Total deductions
Closing balance at 30 June 2017

-$38.78
-$3,534.95
$122,465.05

Compulsory Government
contributions tax
This is not a VicSuper fee.
This is a Government tax on
all concessional ontributions
including Employer SG,
salary sacrifice and personal
deductible contributions.

Find

Find more about
insurance on page X

Note

See a breakdown of your
deductions and fees on page
X

Your closing balance at 30 June 2017 — which is also your withdrawal benefit — is an estimate of how much you’d
receive before any applicable Pay As You Go (PAYG) tax, if you withdrew your super on that date. Please note this
amount does not include any accrued but unpaid interest on Term Deposits, as early termination of Term Deposits is
subject to Trustee discretion. Your withdrawal benefit changes over time, so if you’re thinking of withdrawing you should
seek information from VicSuper about your benefit and we can talk you through your options.

Member number: 9XXXXXXX | Member Centre number 1300 366 216 | vicsuper.com.au
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BRAND AND EXPERIENCE

Helping members take action
One of the key pieces of feedback we’ve gathered over
recent years is that some of our members, particularly
the younger ones, don’t feel very connected to their
super. Nor do they see it as their money, or as
something they have any control over. We’re working
hard to change this perception. It is their money, and we
want to show them how easy it can be to take control of
their super and make a lasting difference to their
financial future.
We’ve taken several steps to help our members better
connect with, understand, and manage their own super
over the past year. In addition to keeping our members
informed about their current super balance and status,
we also try to anticipate challenges, needs and
expectations that haven’t yet become apparent to
our members. Our recent program seeking member
Tax File Number consent is an example of this. This
consent enables us to find and consolidate super for
our members, potentially helping them to reduce
future fees.
Similarly, we’ve been reaching out to members
celebrating their 50th and 60th birthdays with some
motivational information about increasing contributions
in the lead up to their retirement. It’s personalised,
timely and relevant information – information members
can use to take immediate action. Many of these
personalised programs help members understand how
making voluntary contributions to their super could
make a big impact to their future. We’re happy to report
many of our programs were successful in generating
record voluntary contributions this year (see the graph
on this page).

Over the past year we’ve also grown the scope and
focus of our workplace and public financial education
programs all at no additional cost to members. These
have been extended to help people navigate the
financial transition associated with retrenchment and
supplement our general workplace financial fitness
programs and our Super Woman Money program.
These programs are delivered through digital and
face-to-face channels to give our members more
choices and flexibility when it comes to when and how
they access them. The case studies presented
throughout this report tell you more about these
programs.

1,317,386
1,062,221

981,647

695,046

2012/13

XXX

2013/14

Transfer from other funds

2014/15

2015/16

2016/17

Salary sacrifice

Member contributions*

*

In June 2017, VicSuper joined forces with 30
leading Australian businesses in the Financial
Inclusion Action Plan (FIAP) Trailblazer program.
FIAP is a national collaboration bringing together
organisations from all sectors, to develop an
action plan for driving financial wellbeing and
inclusion across the Australian community.
The program is facilitated by Good Sheppard
Microfinance and funded by the Australian
Government.
VicSuper has a long history of delivering financial
advice, education and support to our members,
their families and their local communities – so
teaming up with FIAP is a natural fit for us.

MEMBER VOLUNTARY CONTRIBUTIONS
($ Thousands)

867,047

Financial wellbeing and inclusion

And the timing is fortuitous. VicSuper is in the
process of finalising its 2020 Financial Wellbeing
Strategy containing a host of different initiatives
designed to bring about positive change for our
members, workplaces and the community.
Participating in the FIAP Trailblazer program
will help us, not only to further align our work
with the objectives of the National Financial
Literacy Strategy, but also to provide a
meaningful and tangible link into the UN
Sustainable Development Goals. These globally
agreed goals, amongst many things, aim to
help end extreme poverty, inequality and
social injustice.

Includes Government co-contributions and low income superannuation
contributions
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BRAND AND EXPERIENCE

Working on gender equity
Promoting and supporting gender equity is important
to us at VicSuper. Unfortunately, across Australian
business and the community we still have a long way
to go. Whether it’s the financial disadvantage that
women face, the confronting statistics showing that
women retire on average with half the super of men,
or women’s unequal participation in the workforce
– it’s important that we all take responsibility and
play our part to bring about change on this very
important issue.
What we’re doing in the community
We’ve been running our award winning Super Woman
Money Program since 2012. Since its launch the
program has helped over 12,000 Victorian women
increase their sense of financial empowerment and
confidence and take greater control of their finances.
Many women who’ve participated in the program
have told us they’re happier, less financially stressed
and more confident about taking control of their
financial futures.
The Super Women Money Program is available
to our members, their families and their local
communities. More information on the program,
including registration details, can be found at
www.superwomanmoney.com.au
What we’re doing across our investments
This year we established clear engagement and proxy
voting objectives for our investments. These objectives
were endorsed by VicSuper’s Board and they cover
a variety of environmental and social issues, including
gender diversity. It’s our objective to promote gender
equity, diversity and inclusion on the boards of the
companies within our investment portfolio.
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In support of this objective, VicSuper signed the 30%
Club Investor Statement in June 2017, to support the
vision of achieving 30% of ASX 200 board seats held
by women by end-2018. The Australian Council of
Superannuation Investors (ACSI) will help us fulfil this
vision through their company engagement and proxy
voting activities. ACSI will provide our investment
managers with recommendations to vote against the
re-appointment of ASX200 company directors where
there are no women on the board. You can find out
more about this voting policy on ACSI’s website. Our
international engagement and proxy voting specialists,
Hermes EOS, also have a similar goal of 33% women
on boards.
What we’re doing across our business
We’ve always maintained a diverse workforce and we
value the benefits that equity provides our business.
VicSuper’s workforce is gender diverse with women
making up 50% of our team. Our commitment to
gender equity is demonstrated all the way up to
Executive and Board level where we also have equal
gender representation.
We have a number of best practice policies and
programs in place to help manage workforce diversity,
encourage equal opportunity and support employees,
including our Equal Opportunity Policy, Grievance
and Appeals Policy, Employee Assistance Program,
Flexible Work Policy, and Work from Home Policy.
We have also committed to paying superannuation
guarantee contributions during parental leave to
ensure we do our bit to address the gender super gap.
These policies are supported by initiatives that actively
help us to monitor and foster gender diversity. We also
continue to explore initiatives that help us deliver on
our commitment to pay parity.

BRAND AND EXPERIENCE

Giving members a voice
Listening to our members is vital. It helps build our
understanding of what they want and need, and it’s how
we know if we’re making a difference. We continue to
measure member engagement and the member
experience through our Voice of the Customer survey
program. The program gives our members the
opportunity to provide feedback on their satisfaction
and experience in dealing with us. We keep a close eye
on the advocacy score survey results, which tells us how
likely our members are to refer VicSuper to their family
and friends. We’re really pleased to report that our

advocacy score has increased from 6.9 (out of 10) to
7.2 in the last year – that tells us we’re on the right track
when it comes to better tailoring our services and
support for members, and helping them build a better
retirement.
During the year we also asked some of our members
how they felt about specific interactions they may have
had with us – for example, what they experienced when
joining the Fund, when contacting the Member Centre,
when changing their insurance policy, or when exiting
the Fund. And when we learn that a member thinks we
could do better – we listen.

VicSuper in the community
VicSuper’s Community Connect program benefits
the local Victorian community through financial
literacy programs, advocating for positive change,
and fostering connections between our employees
and the community. We think this work is important
as it connects our business to the world around us.
During the year we supported a number of
community initiatives including joining the FIAP
Trailblazer community (see case study on page 35),
the Melbourne City Mission’s Sleep at the G initiative
and the Eat-Up program.
Our partnership with Melbourne City Mission
continued to raise awareness about the impacts
of youth homelessness in Victoria through their
Sleep at the G initiative and their Frontyard schools
program. Melbourne City Mission plays a vital role in
re-connecting young people experiencing
homelessness with their community and
employment opportunities – which has great
potential to improve their financial journey over
the long term. In May 2017, over 20 VicSuper

employees, and three of our Executives including
Michael Dundon our CEO, slept at the G on a very
cold Melbourne night. In the time leading up to the
event, our team raised almost $24,000 – well over
the $20,000 target we had set ourselves. You can
find out more about the great work of Melbourne
City Mission on their website.
During the year we established a new volunteering
partnership with Eat-Up, a great charity which
provides disadvantaged school children with lunches
to eat. You can find out more about Eat-Up’s
achievements on their website. Through this
partnership our Melbourne office team has made
hundreds of sandwiches which were delivered to
schools across Melbourne.

And just as importantly, we actively work to improve our
products and services. The changes we’ve made to our
online joining process, detailed on page 42, are an
example of our efforts to improve.
Providing great service
We’ve been committed to managing our member
support and administration services in-house for a long
time now. We believe this approach helps us maintain
control over what we do and how we do it, provide a
great member experience and service as a result. We
see this as one of our great strengths.
Our Member Centre is based in our Melbourne head
office and provides all our members with over-thephone services. Over the past year our Member Centre
received an average of 430 calls per day. We’re very
happy to report that 99 per cent were answered and
resolved either on the spot or on the same day. Our
team also worked hard to resolve 97 per cent of
members’ written queries within our target of 10
working days.
In addition to providing support for superannuation
queries, our Member Centre also refers members to our
financial planning team where appropriate, so that they
can easily access our advice services. We’re happy to
report that these referrals have increased over the past
year – it’s a sign that our efforts to personalise the
conversations that we’re having with our members are
working, as we’re better able to identify at what stages
they’ll be best supported with additional advice.
Members can also obtain information about their super
through our MembersOnline web portal. This portal
allows an individual member to access their transaction
history, investment allocations and current balance.
MembersOnline aims to provide our members with 24/7
control over their accounts by providing flexible and
easy online access.
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BRAND AND EXPERIENCE

Building stronger employer relationships
Strengthening our relationships with our employers
and looking for ways to collaborate with and add value
to their businesses has been a big focus for us this year.
We’ve completely reshaped the way we interact with
and work alongside our employers. And we’re making
sure we have the resources in place to provide a high
level of service by doubling the number of Employer
Relationship Managers in our team. Looking ahead
we’ll be implementing a program that will see us reach
out to each of our key employers to better understand
the challenges they face.
It’s all part of our increased efforts to work alongside
our employers, to understand and anticipate their
business risks and opportunities, and support them in
preparing for what’s ahead as much as we can. We hope
to form longer-term partnerships that will ultimately
deliver better outcomes for employers, and improve
access to information and workplace financial education
and support for our members.

Improving employee financial wellbeing
Over the past year our Financial Planning and Employer
Engagement teams have made over 270 visits to
workplaces to provide general superannuation advice
for members. They’ve also delivered more than 130
general information seminars and programs, which
are open to members and non-members alike, around
Melbourne and in regional Victoria.
In addition to workplace seminars and advice, we’ve
also developed two new online financial education
programs for our employers to offer their employees,
at no additional cost. You can find out more about
these programs in the employer case study featured
on page 39 and in Improving financial literacy and
education on page 45.
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BRAND AND EXPERIENCE

Job transition support in the workplace
Supporting our members in whatever way we can
is really important to us. When we learned that
one of our major employers, was unfortunately
retrenching a significant proportion of its workforce
during the year, we quickly offered our support.
Our Workplace Job Transition Program had been
designed over the previous year, specifically to assist
with this type of situation. It helps our employers
support their employees through the retrenchment
journey. The main aim of the program is to help
employees prepare their finances for the changes
that lie ahead. When designing the program, we
personally engaged people who had experienced
retrenchment to find out how they felt at the time,
and the types of information and support they
had needed.

Our quick response meant that within days
of informing their employees of upcoming
retrenchments, the employer was able to give
their employees the opportunity to take part in
the program. VicSuper’s assistance helped to allay
many of their employees’ concerns, and enabled
the employer to provide the best possible support
to their staff at a difficult time.
As part of the program we also partnered with
Centrelink and Job Active to deliver 18 face-to-face
presentations to more than 100 employees across
multiple worksites. Our program was then delivered
online over the last five weeks of their employment,
and was followed up with in-person financial
coaching and over-the-phone support.
Feedback on the program from the employer and
its employees was really positive. The experience
has also increased our own learning and our ability
to deliver this valuable program to those who need
it most.

270+

visits to workplaces to provide
general superannuation advice
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Products and services
We’re committed to helping our members get the most
from their retirement savings, as well as meeting the needs
of our employers, and we do it by offering a range of high
quality products and services. Of course, it’s no simple
task. Every one of our members is different, and the needs
of our employers can also vary widely. And so it’s essential
that we embrace innovation as a fund. This not only builds
resilience into our business, it also ensures that we can
continue to offer relevant and value-for-money products
and services for all of our members, now and in future.

VicSuper’s product innovation approach

income. Our Guaranteed Income for Life product pays
members a lifetime income. And our Guaranteed Fixed
Term Income product pays members an income for a
chosen term.9
Our products and services are widely recognised and
received a number of awards in the past year. We were
a finalist across five categories in the Chant West awards
and a finalist for Pension Fund of the Year at the
SuperRatings awards. You can find out more about the
awards we have received on the inside front cover of
this report.

As more and more of our members approach retirement,
it’s our job to ensure that we’re offering them innovative
products that meet their changing needs and
expectations. We’ve continued to work hard on a number
of fronts this year to ensure our products deliver real and
meaningful financial outcomes for our members. We’ve
continued to focus on our ‘whole-of-life’ product
innovation strategy this year. This strategy aims to ensure
that we offer products for every stage of a member’s longterm saving and retirement journey.

The future outlook for retirement products
In late 2016, the Federal Government released a
discussion paper which explored a suitable product
framework for the retirement phase of the
superannuation system. This paper aimed to assist
super funds in the development of Comprehensive
Income Products for Retirement (CIPR) for their
members. The government proposes to call these
CIPR products ‘MyRetirement’ products.

A product for every life stage
We provide superannuation and insurance products to
our working members. Our FutureSaver product is a
value-for-money super account for members who are
actively participating in the workforce. Our Transition-toRetirement product helps members who are eligible to
retire (but aren’t quite ready to give up work) to access
their super and tax benefits (see Superannuation reform
and regulatory change on page 13 for information on
recent changes to benefits).

It’s been widely recognised that people face
complex decisions at retirement. There’s also been
limited availability of products that can assist people
to efficiently manage the risks they face in
retirement, in particular the risk of outliving their
savings. MyRetirement products hope to address
these problems by:

But building super savings is only half the story. We’re
committed to helping our members get the income they
need that will last the distance. That’s why we’ve helped
pioneer innovation amongst industry funds in the
retirement income space. We offer our retired members
a suite of products that can be combined to meet our
members’ needs. Our Flexible Income product is for
members who are retired and want to access a regular

• providing a balance of income, risk management
(eg. longevity risk) and flexibility in the form of access
to lump sums

We will continue to strategically develop our
retirement product strategy and framework so that
we are ready to offer our members MyRetirement
products when the government’s new regime is
introduced.

• being a high standard, mass-customised product,
suitable for a majority of people
• providing an easy, guided transition into retirement.
9
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In our view, MyRetirement products are a
combination of traditional pension products
account-based pension products and, where
appropriate, products that help protect against the
risk of our members running out of money over their
lifetime. As we see it, we already offer an important
component of the proposed MyRetirement products
- our Guaranteed Income products. But we are also
looking to develop additional innovative solutions
to help our retired members manage longevity risk
more efficiently and effectively.

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.

PRODUCTS AND SERVICES

Innovating to improve retirement outcomes
Australians are living longer. It’s projected that by 2035,
more than 20% of the population will be aged
65 or over – a 30% increase on the current proportion.10
VicSuper’s membership base is also ageing. Our
members of pension age have increased nine times over
in the past ten years, and the pension benefits we pay
out to our retired members have increased 16 times.
Further, we estimate that approximately 20% of current
members will move into the retirement phase of their
lives in the next decade.11
This growth in retired members presents both a
challenge and an opportunity for our Fund. When it
comes to challenges, like most super funds we need
to ensure that our products and services are attractive
to younger members as this will help us to balance out
our demographic profile. When it comes to
opportunities, we believe we are already leading the
way when it comes to developing and offering our
members a choice of tailored retirement solutions
that can be customised to particular lifestyle needs
and goals. Our approach to designing our retirement
products mirrors the philosophy outlined in the Federal
Government’s Financial System inquiry report.
We recognise that as large numbers of our members
approach retirement, their needs evolve and become
more complex. Retirees today are looking for a range
of services and product offerings that increase
wellbeing and enhance their lifestyle as they move into
and through retirement. We’re focused on providing
personalised financial planning support and access
to the tools and information our members need to make
the most out of their retirement. As such, we are looking
to further expand the products and services we offer
our retired members by:

• Offering more than financial advice, to also provide
help on how to improve quality of life and access to
complementary products and services
• Providing a greater range of flexible retirement
options that give more protection against longevity
risk and increased peace of mind
• Provide multiple sources of interaction and flexible
24/7 access to help and support

An adequate income in retirement
We know that for most people, Superannuation
Guarantee contributions alone are insufficient to
produce an adequate retirement income for a
typical retiree. That’s why all of the initiatives
described throughout this report ultimately have
one aim – to improve financial outcomes for our
members in their retirement. And we also know
that the earlier we can engage our members and
help them take active steps to improve their
super balance, the better.
As of June 2017, average member balances for
VicSuper members aged 50-64 increased to
$133,000 and $97,000 for males and female
members respectively. This compares with
$117,000 and $83,000 for male and female
members in June 2016. Member balances
compare favourably against our peers whose
average member balances in 2016 were
$107,000 for men and $80,000 for women.12

10

OECD and Deloitte Actuaries & Consultants, 2015, Dynamics of the Australian Superannuation System The next 20 years: 2015 - 2035

11

Based on number of VicSuper member accounts in 55-64 age bracket, calculated from data in APRA 2016 Annual Fund-level Superannuation Statistics.

12

VicSuper internal member data compared against APRA, 2016, Annual Fund-level Superannuation Statistics, released February 2017, Table 12: Industry
and Sector Fund peers.
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PRODUCTS AND SERVICES

Improving access to information and help

New online join process

The average Australian owns several digital devices.
What’s more, they’re using them to manage many
aspects of their life, including their financial services and
superannuation accounts. We’re continually reviewing
the potential of technology, and exploring innovative
and appropriate ways to harness it for the benefit of
our members.

One of our digital highlights this past year has been the
redesign of how people join the Fund online. Before the
redesign, over 80% of people who attempted to join
online, didn’t complete the process. This was identified
as a substantial opportunity for improvement. Quite
simply, we needed to give people the best possible
online joining experience.

We’ve got a number of digital innovation examples
to showcase this year. We’ve recently launched
VicSuper’s new online join and welcome process.
Most excitingly, we’ve also launched our new digital
guidance and advice service, Beeline. You can read
more about our online join process below, and there’s
a Beeline case study on page 43.

Following an extensive research and discovery phase,
including a review of the current join process, detailed
analytics data, and user testing and interviews, we were
able to identify what was working well for people, and
what needed to improve – and then we designed the
solutions.

Designing a better experience for members
Last year we also redesigned our website to make it
easier to navigate and find information. We’re already
experiencing higher levels of engagement since the
redesign. The number of visits to our Super page has
increased by over 150% and to the Help and Advice
page by 345%. This has also translated to an increase
in bookings for personal advice (up 6%) and over-thephone advice (up 9%), since the design changes were
introduced.

The result? Our new online join process is now both
simple and intuitive, allowing members to join in minutes
and twice the number of people are completing the
process. It uses five simple steps, and provides people
with the information they’ll need to have handy right up
front. We’ve also adopted the latest technology to
protect online privacy, for both mobile and desktop
devices. Any new member wanting to join VicSuper can
now access our easy to use online join process through
our website.

Currently, we’re using user experience analysis to
understand how our members navigate and use the
information available on our website. This will help us
to further improve the site.
All our work in the digital technology space is guided by
the importance of keeping our members’ personal and
financial information safe. We work very hard to protect
our members’ information and privacy. We have an
in-house team of technology experts to help us manage
and maintain data security. You can read more about
how VicSuper manages cyber risk and member data
on page 15.
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98%

of the recommendations in
Statements of Advice provided
to members were implemented

Data science leading innovation
We know that we can deliver better services and
outcomes by understanding our members
through data and insights. Recent advances in
data science and machine learning technology
mean that we are now able to explore our data in
new and interesting ways. This is already helping
us to better understand our members, predict
their upcoming needs and best support them on
their super journey.
As an expert in big data, Hosein Alizadeh has
recently joined the VicSuper team as a data
scientist. Hosein is helping VicSuper establish an
in-house data science unit to make better use of
big data, advanced analytics technologies and
the diverse information needs of our members.
“I use technology to analyse data so that we can
better understand our members and predict
their future needs.” says Hosein.

PRODUCTS AND SERVICES

Keeping advice in-house for a better
experience
We want our members to be able to make the best
financial decisions possible throughout their lives. That’s
why we try to offer our members the advice they need,
when and how they want it. We currently provide access
to advice in 18 locations around Victoria, both metro and
regional. We have over 40 in-house salaried financial
planners across Victoria and in our Melbourne-based
over-the-phone advice team. We think our local team
provides our members across Victoria with the best
possible experience.
Having our own, in-house team of financial planners
makes it easy for members to access personalised advice
to help them prepare for their retirement. Members can
call our Member Centre and make an appointment to see
a financial planner. They can also walk in to any of our
advice centres and request to chat with a planner. Our
phone-based advice team are available from 8.30am
to 5pm, Monday to Friday.
Over the last year, our financial planners provided general
superannuation advice to more than 3,600 members on a
wide range of superannuation-related topics. They also
met with and provided face-to-face advice to more than
6,200 members, and provided an additional 1,594
members with advice over the phone. We’re happy to
report that 98% of the Statements of Advice issued to
members were implemented during the year which tells
us that our members are acting on the advice they’ve
been given.

6,200+

members received face-to-face advice

Breaking new ground – taking guidance
and advice online - Introducing Beeline
Helping our members understand and engage with
their super as early as possible so they can start
planning and preparing for retirement, is one of our
key goals.
All our members are different and we’ve long been
committed to tailoring and personalising what we do
to make sure we’re delivering on expectations. Some
of our members want to meet one-on-one with a
financial planner to discuss their options. Others,
especially our younger members, want to engage
with advice and education through digital tools and
resources.
This is what led us to expanding the way our
members can access financial advice. The result is
Beeline, our innovative digital guidance and advice
service. We think Beeline may be one of the first of
its kind in our industry.

Beeline has been designed and built with significant
input from the team here at VicSuper using best
practice ‘user experience’ design principles. Putting
our members at the centre of the design process, we
asked them about the challenges they face and how
best we could design our system to help them
understand more about super. We learned that
many of our members aged under 45 have a strong
desire to retire early, but had trouble engaging with
super because they felt time-poor and overwhelmed
by the decisions they need to make.
Taking on this feedback our in-house team has
worked very hard to create a guided experience
where members feel supported, coached and
rewarded along the way. Even better, it comes
at no extra charge for all members.

Beeline acts as an online coach providing members
with 24/7 access to financial guidance and advice.
Through Beeline our members are provided with
their own personalised interactive dashboard, linked
to their account in real time. It also provides them
with a snapshot of their estimated progress to
achieving the income they want in retirement.
Beeline is much more than an online calculator. It’s a
fully guided program that prompts people to build
their profile and then tailors information specific to
the individual. The Beeline platform guides members
through a simple step-by-step process, helping them
set their goals, rewarding and motivating them with
achievement badges along the way when milestones
are reached. It also enables members to make an
appointment with our phone-based advice team or
face-to-face with one of our planners at any time,
if they want more help.
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Evolving our advice seminars
In addition to providing our members with personal
advice, our planners have delivered over 137 general
superannuation seminars across Melbourne and
regional areas. These seminars are always well attended
and received.
In future, we’re planning to evolve our general seminars
into smaller, more personal interactive sessions, where
members can register to attend more regular events
covering a wider range of topics. We’ve observed that
when we present to smaller groups there are more
opportunities for interaction, questions and
personalised help. We think this offers our members
the best experience and value possible. Topic specific
seminars also provide us an opportunity to host
industry experts outside super to share their knowledge
and expertise on a wider range of topics
of interest to members.

Introducing comprehensive advice
In addition to expanding how our members can
access advice, we’ve focused on expanding and
strengthening the types of advice we give. We have
always offered personal superannuation and
retirement planning advice to our members, but this
year we’ve also commenced a comprehensive
advice service which offers our members a more
holistic financial planning solution. Two highly
experienced, VicSuper Certified Financial Planners,
work alongside our strategic partners, to deliver
advice services on a broader range of topics outside,
but complementary to super. Our comprehensive
advice services looks at the member’s financial
position as a whole, including:
• Saving for retirement including advice on
Self-Managed Super Funds (SMSFs)
• Investing funds outside of the superannuation
environment
• Saving for children’s education
• Insurance analysis and product recommendations
• Tax structures and asset ownership
• Meeting retirement objectives
• Preparing for Aged Care
• Estate Planning

137

member seminars delivered
by our financial planners
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“Financial planning is about more than just
superannuation. Our members’ financial
circumstances are dependent on which stage of life
they are at. Our comprehensive advice service aims
to deliver our members with more comfort and
control over their financial position as it helps them
to understand and manage the many financial
aspects of their lives.”, Marcus Gridley, VicSuper
Senior Financial Planner.

PRODUCTS AND SERVICES

Financial Fitness Program
Raising the bar on ﬁnancial literacy

Helping your employees
become more ﬁnancially
conﬁdent and productive

Improving financial literacy and education
In addition to the workshops, seminars and personal
advice we offer all of our members, we deliver a range
of educational programs, tailored to specific groups of
people. The programs are designed to provide people
with general information on their super and their
finances. We aim to help build their confidence and
understanding when it comes to dealing with their
finances.
Super Woman Money Program –
the great work continues
Since 2012 we have been running the Super Woman
Money Program to help women build confidence and
take control of their finances. The program is available
to any of our members, their families and their local
communities, both members and non-members alike.
You can find out more about Super Woman Money and
the work we’re doing more broadly on gender equity
on page 36 of this report.
New online education programs for workplaces
In the past year we’ve developed two new online
education programs that can be accessed by all
members via their workplace. Both of these newly
developed programs are offered to our default
employers at no additional cost.

VicSuper Workplace
Transition Education Program
Providing help when and where it’s needed

The first is our Financial Fitness Program. We know
financial stress has become a serious issue across the
community in recent times. Many employers haven’t
yet made the connection between this stress and the
impact it can have on productivity in the workplace.
And yet, recent research shows that “Financial
wellbeing is a leading cause of stress in the Australian
workforce and it’s estimated that 9.5% of Australian
employees’ paid hours are spent thinking about
and dealing with personal finances”.13
Given we service over 23,000 employers in Victoria we
believe we can play a positive role in collaborating with
them to help address this very important issue. With
these productivity statistics in mind, we developed
the Financial Fitness Program so that it can be easily
integrated into an employer’s broader health and
well-being offering. The program aims to improve our
members’ financial literacy by helping them to take
control of their finances.
Five modules are delivered digitally through videos,
articles and tasks that members can access and work
through at their own pace, across five weeks. And
because the program is delivered through the latest
online learning technology and uses behavioural finance
techniques, it’s easy for employers to implement.

Built-in measurement tools allow employers to review
the success of the program over time.
The Workplace Transition Education Program is
designed to support employees through the financial
challenges associated with the retrenchment process.
The Program can be easily integrated into any
employers' transition program and it combines face-toface presentations with a five-week digital program to
help employees access help and support. You can find
out more about what this program provides in the
‘AMES workplace transition support’ case study
on page 39.

13

Map my Plan, 2015, The financial fitness of working Australians,
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Protecting our members through insurance

Getting the balance right for members

Insurance helps to protect our members from the
negative and unexpected impacts of life events.
We think it’s important that our members have this
protection. We offer insurance to our members when
they join VicSuper via a participating employer. Other
members can choose to apply for insurance cover
depending on their needs. Given circumstances are
different for everyone, it’s important that our members
review their insurance coverage to make sure it meets
their needs. For those members who want to change
or cancel their insurance they can do so easily online.

Right now we’re in the midst of a wide ranging review
into our insurance solution for members. This is
something we generally undertake as a matter of course
every two years, with a view to ensuring the insurance
product we’re offering to our members is not just
competitive, but also as fair and as equitable as possible.

Improving the insurance claims process
Our insurance is currently provided by group life insurer
AMP, but we also have a specialist in-house team to
help our members navigate the claims process. We
previously made significant changes to the application
process for our Income Protection insurance. These
changes have made it easier for our members to lodge
a claim if needed. In the past year we extended this
work and simplified the process for lodging and
completing Total and Permanent Disability (TPD) claims.

Throughout the review process we look at a range of
factors, such as cost of cover, benefit design, choice
of provider, suitability of cover for different age groups,
and whether there are any emerging best practice trends
that can be integrating into our overall insurance offering.
Achieving the right balance between coverage, benefits
and costs is very important to us. Having commenced in
late 2016, the current review is scheduled for completion
in late 2017. We hope to be able to start introducing any
enhancements identified as a result of this process in
mid-2018.

TPD claims can now be lodged and completed online
or over the phone with assistance from our in-house
team. Previously members had to go through quite
an onerous, time consuming process to lodge a claim,
often involving detailed information requests and
extensive forms. We recognised that this was challenging
for members with a disability or a long-term illness.
So we’ve simplified the process to make it much
more user-friendly.

"We’ve been working hard to provide
insurance premiums that are affordable
for our members" (Lawrence Soo,
Head of Corporate Development)
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Reducing the cost of insurance
premiums
We know that affordability and cost of living
pressures are big issues right across the
community. We’ve been working hard to provide
insurance premiums that are affordable for our
members. We’re happy to report that from
1 August 2017, our group life insurer AMP has
reduced the Death and Total and Permanent
Disability (TPD) insurance premium rates for
our members. The new rates will be effective
until 30 June 2019.
Death and TPD
For unit based cover the new premium rate of
$0.35 per week per unit of Death only cover and
$0.96 per week per unit of Death and TPD cover
will apply. This represents an approximately 10%
reduction on the current rates for our members.
This rate reduction is also reflected in our fixed
cover rates.
New Individual Transfer Terms
We’ve also negotiated new individual transfer
terms that will allow members to more easily
transfer both default and underwritten Death
and TPD cover from their existing superfund
into VicSuper. These terms allow for transfers
of insurance cover from not-for-profit funds,
retail funds and Self-Managed Super Funds.
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People, systems and processes
A great place to work
Our vision is to be Australia’s leading retirement
partner, inspiring better futures for all of our members.
To achieve this, we need a great team of people – and
at VicSuper, that’s exactly what we’ve built.

Our VicSuper team
In June 2017, VicSuper had 274 team members working
across our Melbourne head office, advice centres, and
serviced offices. The majority of our workforce is
permanent full time. Approximately 12% of our
permanent workforce are employed part time.
We have a diverse workforce and we value the benefits
this provides to our business. VicSuper’s workforce is
gender diverse and the balance of males and females
across the business remains strong at almost 50:50.
Although we experience variations in the gender
balance across different levels of the organisation,
our commitment to gender equity is demonstrated
right up to Executive and Board level, where we have
equal representation.

VICSUPER WORKFORCE
By employment contract and gender

VICSUPER WORKFORCE*
By employment type and gender

We again submitted a full report to the Workplace
Gender Equality Agency providing a profile of our
workforce and the people processes we have in place
to foster equity. For example, we have a number of best
practice policies and programs in place (such as paid
parental leave, superannuation contributions during
parental leave, flexible work, remote work,
and job sharing) to help manage workforce diversity,
encourage equal opportunity, and support team
members throughout all stages of their working life.
While our gender profile is a positive reflection of our
efforts and progress over the year, work continues to
streamline our people policies and practices. We are
also looking to improve access to flexible work
arrangements so that everyone can benefit.
In the past year we received two bullying complaints
and one harassment complaint from team members.
Each complaint was formally reviewed and resolved
appropriately.

VICSUPER WORKFORCE
By classification level and gender
Male

52

Female

43
38
Permanent male employees

122

Full time male employees

Fixed term male employees

15

Part time male employees

117

Full time female employees

94

Fixed term female employees

Part time female employees

24

19

26

5

Permanent female employees 118
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24

23
18

4

* Refers to permanent employees only

24

8

5

Level 1

Level 2

Level 3

Level 4

9

Level 5

Level 6
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Asylum Seeker Pilot Pathways Project
This year, we partnered with St Joseph’s Flexible
Learning Centre in North Melbourne to develop the
Asylum Seeker Pilot Pathways Project (ASPPP).
The initiative aims to address the disadvantage
experienced by young people seeking asylum in
Australia by brokering scholarships and supported
job placements.
VicSuper’s participation in the program involved
welcoming two trainees into the VicSuper team.
Erfan Yari joined us in March 2016 and Farhad Ganje
in September 2016. Both are Kurdish, and arrived in
Australia seeking asylum from Iran in 2013. They
each work four days a week at VicSuper while
continuing to study Certificate III in Business,
Certificate of Applied Learning (Senior Literacy) and
English at St Joseph’s.

“They fit well into the team; everyone likes them and
they’ve quickly become professional people who
are fine representatives of VicSuper,” says
Andrew Wong, Team Leader and mentor.

Farhad will be completing his traineeship with
VicSuper in September 2017. He’ll complete his
Certificate III in Business and Certificate of Applied
Learning at St Joseph’s in 2017.

Erfan has finished his ASPPP placement, and is now
employed part time at VicSuper. As a result of all his
efforts, Erfan won a scholarship to Federation
University in Ballarat, where he is studying
accounting.

“I hope to continue working at VicSuper; I get
great support from my team and I enjoy the
work, it makes me feel positive about the future,”
says Farhad.

“We’ve had so many opportunities to learn at
VicSuper. The communication skills I’ve gained here
are really important to me, they’re life-changing. I
just got a High Distinction for a presentation I gave
at uni, and I think it’s because of the confidence I’ve
gained here at VicSuper,” says Erfan.

“Training and working alongside Erfan and Farhad
has been one of the highlights of my career. I hadn’t
met an asylum seeker before Erfan joined the team;
it’s been humbling,” says Timothy Mills, Team
Leader and mentor. “Now, I forget that they began
their journey with us as entry level trainees. They
have a fantastic work ethic and they’re both so
capable.”

Erfan and Farhad also provide their leadership and
support to Melbourne’s growing Kurdish community,
so their lives are very busy. It was Erfan himself who
sparked the idea for the ASPPP when he enquired
what opportunities were available for students who
completed the St Joseph’s English language course.
Despite having only learnt English since arriving in
Australia, not having any office experience and
being unfamiliar with Australian workplaces, Erfan
and Farhad have proved themselves to be capable,
hardworking, motivated and respected team
members. They’ve spent time working in different
teams, including Member Services and Member
Benefits to develop a broad range of skills and
experience, and to grow their confidence.

From left - Tim, Andrew,
Farhad and Erfan
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Team member engagement

Strengthening the capabilities of our team

Each year we ask team members to share their thoughts
on life at VicSuper through our VicSuper Voice survey.
This helps us understand what’s important to our team
while identifying areas for improvement. Our most
recent survey was conducted in September 2016 and
89% of our team members participated – and we’re
really pleased with the results.

We’re committed to developing the capability of our
team members by supporting career development and
providing ongoing learning to help our people deliver
a great experience to our members, employers, and
stakeholders. This year we’ve spent time progressing
the implementation of our Learning and Development
framework by developing a comprehensive,
organisational-wide Capability Model. This will help
us to develop our people in areas that are aligned with
our overall strategic goals for VicSuper.

The survey found that 90% of our team members are
proud to work for VicSuper and 82% would recommend
VicSuper as a great place to work. While our team have
faith in our people leaders and their ability to manage
people, we recognise we need to focus on how we
provide timely feedback and appropriate recognition.
Following the survey we develop local and companywide action plans to help us implement the feedback
provided.
This year’s initiatives focussed on communication
and collaboration, career development, and reward
and recognition. We’ve implemented several new
communication activities including internal e-newsletters,
more transparent project updates on our intranet,
quarterly performance checkpoints to facilitate regular
feedback and coaching, and additional reward and
recognition programs developed at a local level.
Our Executive team also workshopped a key issue for
all of our team – flexibility. We’ve extended access to
flexible working arrangements to all team members so
that we can better support individual work-life balance
needs. We think these changes will also have positive
impacts for productivity. Supporting resources and
processes are also being developed as part of our
soon-to-be-delivered, plain English People Policy
Framework.

Our teams have been involved in important work on
our Activate program through the year – this program
is designed to help our team members bring to life
VicSuper’s strategic goals (you can read more about
this program in the case study on page 51 of this report).

School-Leavers Traineeship program
Throughout the financial services sector, organisations
face ongoing challenges in attracting and retaining
talent. With technology evolving rapidly, our
organisational structure needs to be agile and
responsive to remain competitive.
To ensure VicSuper is ready to meet this challenge,
we adopt various approaches including non-traditional
employment pathways to attract and develop emerging
talent. Recently we introduced the School-Leavers
Traineeship program to offer entry-level employment
to individuals in our target participant groups (including
at-risk youth and asylum seekers). In addition to
valuable work experience, participants work towards
achieving a nationally-recognised qualification.
The program allows us to:

We’ve also been building on the professional
development opportunities we offer across VicSuper.
We’ve expanded our e-Learning library (which all team
members have access to), and we’ve piloted a new
professional development platform for our financial
planners. From July 2017 we’ll also be partnering with
an external learning organisation to further evolve and
embed our learning and development offerings.

• create our own talent pipeline

Translating strategy into results – senior leadership
team strategy masterclass
In March 2017, Stefano Turconi of the London Business
School facilitated a workshop with our Senior
Leadership Team. The workshop included a strategy
mapping exercise designed to support us in achieving
our goals. Team members drew on innovative case
studies to unpack our strategic plan and collaborate
on our strategic roadmap with a focus on how to
best implement the agreed priorities for the new
financial year.

• align our operations with our shared values.

• open new pathways for participants to access
employment opportunities
• encourage people to consider superannuation
as a viable and attractive career path
• support continuous learning and development
of our workforce
Our involvement with St Joseph's Flexible Learning
Centre outlined in the case study on page 49, is just
one example of how we’ve brought the School-Leavers
Traineeship program to life.

90%

of team members surveyed
are proud to work at VicSuper
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Empowering our people: Activate
Aligning our people, as individuals and as a team,
to our purpose and value proposition is crucial to
ensuring we’re able to deliver on our strategic goals.
We developed our Activate program through our
people to help all team members bring our strategic
goals to life. The program builds understanding of
where we're heading so that individuals and teams
can identify how they can work together to deliver
the best experience for members and employers
so they get super active.
Sue and Melanie of our Blackburn Advice Centre
participated in a series of interactive workshops
alongside fellow brand champions to help design
and build the Activate program. The pair wanted to
have input into the design of the program to better
equip their teams with the learning experiences and
practical tools that would help them understand
and contribute to organisational goals.

The team developed their own set of commitments
including ways to work more effectively with each
other. They’ve also identified the behaviours that
help them achieve those goals. They reached out
and spent time connecting with colleagues located
in other parts of the business to learn more about
how they work, the challenges they face and how
they can support each other.
“There’s nothing as certain as change within the
workplace. We wanted to help our team members
embrace the change and feel positive and
accomplished contributing to our goals,”
says Sue.

“If members are happy with the service provided to
them, it strengthens their trust in us. As their super
coach, we build on that trust and give them the
tools and the education to make really informed
choices about their future,” says Sue.
“Member-facing and non-member-facing roles
within VicSuper have a very different path to
navigate in relation to being a ‘super coach’,
so understanding how each team could achieve
this goal was important to the success of both
the program and ultimately VicSuper’s goal,”
adds Melanie.
Mel (left) and
Sue (right) from
VicSuper's Blackburn
Advice Centre.
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Governance, integrity and risk management

Christine
Stewart
Chair

Wayne
Kayler-Thomson
Deputy Chair

Craig Cook

The VicSuper Board of Directors
As the Corporate Trustee of the VicSuper Fund, our
Board comprises eight directors who are appointed
using an equal representation model. Four directors are
nominated by organisations representing our members,
and four are nominated by organisations representing
our employers. The Board’s roles and responsibilities are
outlined in our Governance Framework and Board
Charter. Further details on the members of VicSuper’s
Board, director selection processes, and conflicts of
interest policies can be found on our website.
During the year there were a number of changes to our
Board. In January 2017, we welcomed Patricia Faulkner
AO to VicSuper as one of our Employer Directors.
Patricia’s career has spanned the senior levels of
both the public and private sectors as CEO of large
government departments and as a Partner at KPMG.
In July 2017, we also welcomed Gabrielle Bell as another
Employer Director. Gabrielle is a corporate lawyer and
specialises in general corporate advisory (including
corporate governance), mergers and acquisitions and
capital markets. In December 2016 Bruce C. Hartnett AM,
and in July 2017 Craig Cook, retired from our Board.

Patricia Faulkner

Merran Kelsall

Colin Long

We would like to thank both Bruce and Craig for
their valued contributions to the Board and various
committees during their term with VicSuper.
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 is intended to
assess overall Board performance and the performance
of individual directors as well as the committees.
Over the past year, we have made updates to our
Governance Framework and related policies to align
with the recently amended APRA Prudential Standard
SPS 510, and have made significant progress in early
adopting the Australian Institute of Superannuation
Trustees Fund Governance Code. Our Board has
also kept a watching brief on the topic of director
independence. We’re committed to ensuring our Board
has the right mix of skills and diversity in order to deliver
on our strategy.
The Board has established a number of committees
to help with the discharging of their duties. These
committees are outlined in the table below.

Antoinette
Masiero

Board
committees

Members
as at 30 June 2017

Representation

Audit,
Compliance
and Risk
Management
Committee

Merran Kelsall (Chair)
Patricia Faulkner*
Colin Long
Antoinette Masiero

Employer
Employer
Member
Member

Investment
Committee

Wayne Kayler-Thomson
(Chair)
Bill Lyons
Christine Stewart
Craig Cook

Employer

Remuneration Wayne Kayler-Thomson
and Renewal
(Chair)
Committee
Christine Stewart
Bill Lyons
Craig Cook

Employer

Merger
Steering
Committee
(new)

Member

* From 31 March 2017
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Bill Lyons

Christine Stewart
(Chair)
Wayne Kayler-Thomson
Bill Lyons
Patricia Faulkner*

Member
Member
Employer

Member
Member
Employer

Employer
Member
Employer

GOVERNANCE, INTEGRITY AND RISK MANAGEMENT

Managing our environmental
and social impacts
How VicSuper manages the social and
environmental impacts of our business and our
investments is important to our Board. They are
responsible for the governance and oversight of
the initiatives that we implement to manage our
social and environmental risks and opportunities.
During the year, the Board reviewed the work
that we are carrying out in the areas of responsible
investment, climate change, our new Socially
Conscious investment option, and a number of
community and member engagement initiatives.
They also endorsed our new TAKE2 Climate
Change Pledge and updates to our Environment
and Climate Change Policy.
In line with our continuous improvement
objectives, next year we will also introduce more
detailed Investment Committee updates on the
progress and outcomes of our 2020 Responsible
Investment strategy and 2020 Climate Change
and Investments strategy.

Ethics and integrity

Risk management and compliance

A very important part of our overall corporate
responsibility lies with making sure our business
activities are carried out in a way that is both ethical
and respectful. We also expect the highest standards
of professional behaviour from the Trustee, Executive
team, our employees, and business partners. These
expectations are outlined in our Code of Conduct.
All newcomers to our team are provided with training
on the code as part of their onboarding process.

Our company-wide Compliance and Risk Management
Frameworks outlines our risk management systems
and procedures. Over the year we have done a great
deal of work to streamline and automate our risk and
compliance systems. More information on these
Frameworks can be found on our website.

Raising awareness on fraud and corruption risk and our
management processes is important to us. Training is
delivered via online modules managed on an ongoing
basis. When new team members join VicSuper, they’re
required to complete a number of eLearning activities.
Training covers topics including fraud awareness, ethics,
privacy and anti-money laundering. 98% of new
employees hired during the past year completed this
training within their first 90 days of employment.
Team members are also required to sign an Annual
Declaration, which helps to highlight and raise
awareness of corruption risk and highlights our
expectations when it comes to ethical behaviour.
At Board level, directors were provided with detailed
training and facilitated discussions with a particular
emphasis on cyber security. Each year we also provide
fraud risk training to the Trustee. Six Board members
attended training in October 2016. Further fraud
training is scheduled for September 2017 to ensure
all Board members are kept up to date with current
industry issues and trends associated with fraud and
corruption risk.
We also have a Whistleblower Protection Policy which
team members can access if they have concerns about
improper conduct. The policy and supporting
procedures provide a confidential reporting process
through our General Counsel. Alternatively, employees
are also able to raise concerns anonymously through
our independent ‘FairCall’ hotline. We had no whistle
blower reports over the past year.

A list of our current strategic business risks and
opportunities can be found in the table on page 55.
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 concern14 requiring escalation
to the Board.
VicSuper holds an Australian Financial Services Licence
(AFSL) and a Registrable Superannuation Entity (RSE)
Licence, requiring us to meet a wide range of licence
obligations. We’re also obliged to report significant or
likely significant breaches of regulations and licence
conditions to the regulators.
In May 2016 the regulators were notified of a potential
breach associated with insurance cover. Discussions
with relevant stakeholders have taken place to
determine if and to what extent, certain members
and the Fund may be impacted. Actions required to
appropriately address this issue will be developed
having regard to professional advice received.
No significant fines or non-monetary sanctions
for non-compliance with laws and regulations were
received during the year. There were also no incidents
of non-compliance with regulations and voluntary
codes concerning product and service information
and disclosures.

14

VicSuper defines a critical concern as a potential event or situation that
may significantly impact the Fund’s ability to deliver on its strategic
priorities or impact it’s management of key risks and opportunities
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Internal compliance and risk training is undertaken
on a regular basis. Over the next year we will continue
to focus on strengthening the risk culture across the
organisation. Training will also be undertaken on
the new Governance Risk and Compliance online
monitoring system. This is an important step towards
an integrated governance, risk and compliance
approach that empowers the business and promotes
accountability and transparency.
Employees who provide financial advice also
receive additional, ongoing training in alignment
with the requirements outlined in our AFSL
implementation framework.
Privacy
Maintaining the privacy of our members’ information
and data is important to us. Our privacy obligations,
outlined in the Privacy Statement on our website,
are detailed in our Privacy Policy. During the year,
we did not receive any substantiated complaints15
regarding breaches of customer privacy or losses
of customer data.

In addition to member complaints we also received over
290 emails, online queries and letters from members
concerned about our investment approach to climate
change and other social and environmental issues.
Indemnity insurance
We have a professional indemnity insurance policy in
place to indemnify (subject to limited exceptions) the
VicSuper Trustee and Directors, the Fund, officers and
employees against financial loss resulting from claims
made against them.
Remuneration
We have openly and transparently disclosed Board and
Executive remuneration information to our stakeholders
for a number of years. This information is displayed on
our website each year. Our Board Remuneration and
Renewal Committee works with the business to ensure
that we adopt best practice remuneration principles
across VicSuper.

Member complaints and concerns
We have a dedicated member services and in-house
legal team to help us manage complaints and concerns
received from members. Over the past year we received
94 General Complaints16 directly from members and
approximately 90 Insurance Claim Decision Complaints.
Most of the General Complaints related to insurance
premiums.
We also received 16 new complaints from members
through the Superannuation Complaints Tribunal, the
Courts and the Financial Ombudsman Service. The
majority of complaints lodged with these external
parties were related to insurance. VicSuper takes these
complaints seriously and we are working to resolve
these issues.
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15

Substantiated complaints are written statements by regulatory or similar
official body addressed to the Fund that identifies breaches of customer
privacy, or a complaint lodged with the Fund that has been recognised
as legitimate

16

a general complaint is an expression of dissatisfaction related to
VicSuper’s decisions (not including decisions relating to insurance
claims), services and/or products, including the complaints process itself,
where a response or resolution is explicitly or implicitly expected.
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VicSuper’s strategic risks and controls
Strategic theme

Risk description

Risk mitigation

Growth and scale

• Organic growth doesn’t achieve significant scale
for the fund to keep pace with market leaders

• Continue to actively pursue inorganic growth
• Use marketing activity to reinforce value proposition
• Enhanced lead management capability
• Robust advice offering and strong regional presence
• Optimise existing channels and enhance distribution capabilities

• Fund’s traditional distribution model is disrupted
• Fund growth is capped due to geographic limitations

• Use growth strategy to support growing private sector membership
while maintaining public sector relationships
• Significant key stakeholder engagement
• Active relationship management
• Executing employer channel strategy
• Enhance workplace marketing capabilities

• Failure to engage and attract younger demographic

• Execute employer channel strategy and enhanced workplace marketing
• Build digital delivery capability

Investments

• Significant market correction

• Maintain appropriate liquidity levels
• Maintain a well-diversified portfolio and core/satellite investment approach
• Portfolio stress testing

• MySuper offering materially underperforms versus
competitors

• Maintain a well-diversified portfolio and core/satellite investment approach
• Annual strategic review of underlying asset classes
• Continued integration of ESG and climate change factors

Products and services

• Legislative change makes products unattractive
e.g. Taxation and social security implications

• Retirement solution is advice driven, member centric and product agnostic

• Failure to remain relevant to our ageing membership

• Competitive Intra-fund and comprehensive advice offering

• Maintain focus on retirement income stream products
• Enhance member engagement and experience through traditional and digital channels

Brand and experience

People, systems
and processes

• Rapid changes to technology, data and digital disrupt
business model

• Enhance member engagement and experience through traditional
and digital channels

• Marketing activities and brand value proposition
fail to resonate with members

• Target markets well researched, identified and scoped

• Relevant material risks as identified in the Fund’s
Enterprise Risk Register – Operational, Insurance,
People, Governance and Liquidity Risk

• Develop capabilities and build a culture to deliver the strategy and optimise our
member-centric operating model

• Ongoing assessment of target markets penetration and campaign effectiveness

• Risk management framework clearly articulates the approach adopted by the business in
relation to the identification, control, mitigation and oversight of the fund’s risk profile
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Important information
Scope and boundary

Review and Assurance

Significant events and restatements

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

VicSuper’s executive team provided input and reviewed
the full report. VicSuper’s CEO approved the Annual
Report on 14 September 2017 and the VicSuper Board
endorsed the report on 28 September 2017.

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.

Deloitte was engaged to undertake limited 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.

Important information and disclaimer

Standards and guidelines
This report has been written with reference to the
Global Reporting Initiative Standards and the Integrated
Reporting Framework. We used both of these
frameworks to guide our materiality assessment, and
the content and performance indicators in this report.
More information on this process can be found on our
website. A navigation index outlining how we have
applied these frameworks can also be accessed
on our website.

This report contains Standard Disclosures from the
GRI Sustainability Reporting Guidelines. A list of the
Standard disclosures can be accessed on our website
at www.vicsuper.com.au/about-us/reports. Deloitte’s
assurance statement can be found on our website in
the same location.

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. VicSuper is also able to provide financial
advice on a broader range of financial matters and products for an additional fee. This advice is provided under a third party AFSL.
® Registered to BPAY Pty Ltd. ABN 69 079 137 518
© 2017 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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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.

Designed and produced at twelvecreative.com.au

View this report on our website:
vicsuper.com.au/reports
Call our Member Centre:
1300 366 216 and speak to a VicSuper superannuation
consultant between 8.30am and 5pm, Monday to Friday
Visit us:
Bendigo | Blackburn | Geelong | Melbourne CBD | Traralgon
Monday to Friday 8.30am to 5pm
To make an appointment to see a VicSuper financial planner:
visit vicsuper.com.au
or call 1300 366 216
Write to us:
VicSuper, GPO Box 89, Melbourne VIC 3001
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