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We’re here to give our members
a great experience when it
comes to their saving and
retirement journey, giving them
the tools, products and advice
to guide them to a better future.
Important information and disclaimer
VicSuper Pty Ltd ABN 69 087 619 412, AFSL 237333,
Trustee of Victorian Superannuation Fund
ABN 85 977 964 496.
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. You should also consider the
relevant Product Disclosure Statement, available on our
website, in deciding whether VicSuper is right for you.
Please contact us to make an appointment to see one
of our VicSuper representatives.
vicsuper.com.au

Released 3 October, 2018
© 2018 VicSuper Pty Ltd. All rights reserved. No part
of this communication, covered by copyright, may be
reproduced or copied in any form or by any means
without the written permission of VicSuper Pty Ltd.

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 on:
corporateresponsibility@vicsuper.com.au
1300 366 216
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How we report

We work to benefit our members,
our employers and other important
stakeholders over the long term.
This Annual Report shows how we
do this – including how our strategy
and governance help us achieve our
objectives, how the Fund has
performed over the reporting period,
and how we intend to manage and
adapt to current and future risks and
opportunities so that our Fund can
continue to be successful.
For the past four years, we’ve
prepared this Annual Report with
reference to both the International
Integrated Reporting <IR>
Framework and the Global
Reporting Initiative guidelines. This
year, we’ve only applied the <IR>
framework, as we believe integrated
reporting helps us better understand
our operating model and the issues
we face, and gives us an effective
way of showing our stakeholders
how they benefit from VicSuper’s
‘integrated thinking’ approach. (You
can find out more about integrated
thinking on page 19 of this report.)

Exploring how we create value
The <IR> framework allows us to tell
the story of how we create
sustainable benefits (or ‘value’) for
our members and other stakeholders
by exploring:
• t he resources that we use, both
from within VicSuper and from our
external environment
• h
 ow we transform those resources
to create the products and
services we offer
• h
 ow the end results ultimately
contribute to long-term and
sustainable benefits for our
stakeholders.
You’ll find more detail on these
concepts, and the VicSuper story,
in the pages of this report.

The resources we use
These are the resources we use to create long-term benefits for our members and other stakeholders. They include:
Financial
– the funds available
to VicSuper
Manufactured
– our digital technologies,
offices, equipment and
other built assets
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Natural
– renewable and
non-renewable
environmental resources

Human
– VicSuper’s values and
the competencies and
capabilities of our people

Intellectual
– our knowledge, systems
and processes

Social and relationship
– our brand, social licence
to operate, stakeholder and
community partnerships

ABOUT
THIS REPORT

What’s important to our members and other stakeholders
Each year we work with our stakeholders to understand the issues that are
most important to them and our Fund (this is often referred to as a
‘materiality process’). This helps us to ensure our reporting is focused on the
issues, risks and opportunities that matter to us and our members.
This year, we explored issues in the context of global trends, the broader
changes in our external environment, and our strategic plan. We analysed a
wide variety of sources and took into account ongoing engagement and
feedback from our members and other stakeholders. Issues were then
prioritised according to their impact on our members and other stakeholders,
the wider society in which we operate, and VicSuper’s ability to address or
influence each issue.
In the table below, we’ve grouped the most important issues into themes.
Detailed information on each of these issues and how we are managing them
can be found in this report, and where applicable, on our website.
vicsuper.com.au

Theme

Ethics and
integrity

Changing
member
expectations

Growth
and scale
Industry
disruption and
competition

Creating a great
place to work

Issue

Page

Having strong governance and ethical standards

53

Ethics and integrity in financial services and the
declining trust in institutions

15

Increasing transparency and disclosure

15

Improving retirement outcomes for members

31

Responsibly managing our investment portfolio

44

Being a good corporate citizen

48

Member satisfaction, service and choice

26

Managing data privacy and cyber security

16

Member engagement, education and advice

28

Financial performance and growth

57

Investment strategy and performance

34

The changing regulatory landscape

15

Increasing competition in the superannuation
sector

15

Attracting, developing, motivating and retaining
talented people

54

Employee remuneration and benefits

54

Reporting scope
and assurance
The scope of this report is limited
to the operations of VicSuper Pty
Ltd as Trustee for the VicSuper
Fund, the assets and
management of the VicSuper
Fund and the wholly-owned
subsidiary VicSuper Ecosystem
Services Pty Ltd, for the reporting
period 1 July 2017 to 30 June
2018 unless otherwise stated.

Deloitte was engaged to provide
limited assurance over selected
material financial and nonfinancial content of this report in
accordance with Standard on
Assurance Engagements ASAE
3000. The assurance report and
findings are presented to
VicSuper’s Audit, Compliance
and Risk Management
Committee prior to the
publication of the report. Please
refer to the attached for the
complete assurance statement.
	vicsuper.com.au/
assurancestatement2018
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Highlights
this year
We’ve achieved outstanding results across a series of measures
this year. It’s testament to how hard our whole team is working
to create lasting and sustainable benefits for our members to
help them achieve a better future.

$21.2b
in funds under management
(an 11.7% increase on last year)

9.06%

investment return over the past
year for our MySuper FutureSaver
members

2,223

increase in membership of the Fund

July 2017
Awarded SuperRatings Best New
Innovation for our digital guidance
tool – Beeline
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March 2018

March 2018

Awarded CANSTAR 5-star rating
(one of only seven funds in Australia)

Awarded Member Services Fund of
the Year, Best Advice Offering and
Best Innovation and Transformation
at annual Conexus Awards

March 2018

April 2018

Announcement of reduced
administration fee and reduced
insurance premiums (to apply
from 1 July 2018)

VicSuper mobile app launched

ABOUT
THIS REPORT

24,691

actively contributing employers

7.0

Customer Advocacy Score

86%

of our team said they are proud
to work for VicSuper

August 2017

October 2017

Reduced insurance premiums for
Death and TPD unit-based insurance
cover by approximately 10%

Founding signatory of the
Climate Action 100+ initiative

December 2017

December 2017

New Chief Technology Officer
and Chief Financial Officer join
the VicSuper team

New Chadstone VicSuper
serviced office opens

April 2018

May 2018

Awarded Best Member Services
at annual Chant West Awards

New international equity customised
carbon strategy introduced

Annual Report 2018
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Message from
our CEO
The 2017/18 financial year has been another good year
for VicSuper. We reached $21.2 billion in funds under
management and grew by more than 2,000 members.

Fund growth has been driven largely
by strong investment returns, which
is good news for our members and
their retirement savings. This
continued growth is also a significant
factor in helping us to keep our fees
competitive for members.
Throughout the year we’ve worked
hard to do just that. We announced
a fee decrease for members that
came into effect on 1 July 2018. We
also announced our new insurance
partnership with MetLife. We’re
confident that this new partnership,
which also commenced on 1 July
2018, will give our members an
enhanced insurance offer with
competitive premiums.
More broadly, it’s been an interesting
year for superannuation, with
incoming regulatory changes,
as well as the spotlight of a royal
commission on our sector. We
expect we’ll see more challenges
over the coming year, but recognise
that these provide valuable
opportunities to reflect upon and
improve how we do things for the
benefit of our members.

Perhaps one of the most
disappointing themes to emerge
from the Financial Services Royal
Commission so far has been the
erosion of trust in financial advisers.
Here at VicSuper, our advice model
adds tremendous value for our
members, and we’ve received
external recognition for our excellent
offering in this area. Indeed, we know
there’s a need for advice, given the
level of our average member
balances and retirement readiness.
We’ll continue to provide our
members with relevant advice which
can guide them throughout their
journey to retirement. We do not pay
commissions to financial planners,
and in most cases, superannuation
advice is provided at no extra cost
for our members.
We’ve delivered another year of solid
investment performance for our
members. Our default FutureSaver
(MySuper) Growth option (the most
common option for our working
members) returned 9.06% over the
12 months to 30 June 2018 – the
ninth straight year of positive
investment returns for this option.
Our Capital Stable option (the most
common option for our retired
members), returned 6.59%. As at
30 June 2018, all investment options
(except Cash) were ahead of their
respective 10-year performance
objectives.1

relations. For some time now our
investments team has been
enhancing the Fund’s diversification
to manage this risk and protect our
members’ savings.
Within VicSuper, we welcomed our
new Chief Financial Officer, Sam
Horskins, and Chief Technology
Officer, Sandra Barns, to the
Executive team. Their skills and
experience will further strengthen
our team and our capacity to
generate future growth and benefits
for our members.
VicSuper continues to be recognised
for our dedication and commitment
to our members, and I couldn’t be
more proud of what the team
continues to achieve. It’s a pleasure
to be a part of such a talented and
hard-working team, and it’s a
privilege to be guiding our members
on the path towards a better future.

Michael Dundon
VicSuper CEO

While this is good news for our
members, we do believe we’re
entering a more difficult investment
environment, as highlighted by
interest rates starting to rise above
their record lows, and growing
concerns about global trade
1. Please note past performance is not a reliable indicator of future performance.
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Message from
our Chair
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The Fund has continued to grow this year, both in terms of
funds under management and membership – all in a highly
challenging environment.

It’s been another solid year for
VicSuper, and we’ve upheld our
commitment to providing real
benefits for our members. This has
taken a strong team effort and an
unwavering dedication to our
purpose – to provide our members
with a great experience, guidance
and solutions to help improve their
quality of life in retirement.
The value we’re providing members
has been acknowledged by external
ratings agencies this year, particularly
in relation to member services,
advice and innovation. These include
SuperRatings Best New Innovation
for our digital guidance tool Beeline;
Member Services Fund of the Year,
Best Advice Offering and Best
Innovation and Transformation by
Conexus, and Best Member Services
by Chant West. Importantly we
were only one of seven super funds
to receive 5 stars for outstanding
value taking into account fees,
performance and services by
CANSTAR. I am proud to Chair the
Board of such a highly regarded
fund and such a committed team.
This year, the Board spent time
reviewing and updating the Fund’s
responsible investment and climate
change beliefs, and facilitated
discussions to ensure that we are
appropriately aligned in these beliefs
and priorities. As Directors, we retain
ultimate responsibility for oversight
of all aspects of VicSuper’s
operational and investment
decisions, including how we manage
the financial risk of climate change.
It is a risk we take seriously, and
one we have undertaken a lot of
work to understand and manage.

We know how important this issue
is to our members. We also have
considered how we can best
contribute to the United Nations’
Sustainable Development Goals.
The Board continues to strengthen
our internal governance framework
through the review of existing and
additional delegations. This is
intended to allow the Board more
time to focus on strategic risk
management and planning. The
Board plays a strong and active role
in the governance of the Fund and
we continue to monitor and assess
the unfolding of the Financial
Services Royal Commission, the
Productivity Commission and
ongoing legislative changes with
great interest. Overall, we do not
believe these reviews will
dramatically change how our Fund
operates, as we believe we have
always acted with a high level of
integrity, transparency and
responsibility. Nevertheless we will
assess and implement any mandated
recommendations as a result of the
Commission’s findings. It’s evident
that consumer trust in the financial
sector as a whole has been
impacted. By and large, our
members choose us and trust us to
manage their retirement savings
responsibly – it’s a trust we have
always respected, and we intend to
uphold it.

how we create value in response to
what matters most to our members
and other stakeholders.
In closing, I would like to thank all the
VicSuper team, the Executive
management and our CEO Michael
Dundon for another successful year.
Michael continues to lead and
cultivate a committed, collaborative
and innovative culture at VicSuper,
which ultimately translates to better
outcomes and experiences for our
members.

Christine Stewart
VicSuper Chair

The report draws on the International
Integrated Reporting Framework,
which allows VicSuper to
demonstrate our application of
integrated thinking within the Fund.
The Board supports the integrated
reporting principles and we focus on
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About VicSuper
and our members
VicSuper is one of Australia’s leading profit-to-member super funds.
We want our members to enjoy the best quality of life in retirement
they can, and we know that super can be the key to helping them
achieve that goal.

We’re for members,
and so are our
profits
We’re proudly a ‘profit-tomember’ fund, which means we
don’t pay commissions to
financial planners, which can
erode members’ super balances
over time. Instead, our profits are
placed in a reserve for the benefit
of our members. We use this
reserve to create new products
and services and to help keep our
fees low – all with the aim of
improving our members’ lifestyle
in retirement.

We’re here for our
members’ future
At VicSuper, we’re here for our
members – today, tomorrow, and
throughout their retirement. And so
from the moment a member joins
VicSuper, we’re on the journey with
them – inspiring them to take action
by giving them the information, the
tools, and the advice they need to
grow their super savings and
maximise their retirement income.
In fact, members are at the centre of
everything we do, from the products
and services we create and the
investment decisions we make, right
through to the support we provide
for our employers and the way we
operate – it’s all designed to help our
members get the most from their
retirement savings.
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Award-winning service
and advice offering
What’s more, we provide most of our
services for our members right here
at VicSuper. That’s because we’re on
the super journey with our members
every step of the way, and we believe
that puts us in the best position to
provide them with the advice and
the services that will inspire them to
take action – it’s not something we
want to outsource to someone else.
So when a member calls our Member
Centre, when they meet with one of
our financial planners, and when they
use our online tools and services,
they can be sure they’re dealing
directly with our people, and using
products and services that we’ve
designed and developed. It’s an
approach that’s seen us win awards
for our services and our advice
offering,1 but we believe it’s our
members who benefit the most.

some $21.2 billion of investment
funds. One of our most important
responsibilities is to invest our
members’ money with care – not
only to protect their savings, but also
to grow those savings over time.
Our overall investment position aims
to help the Fund contend with future
market environments and at the
same time deliver consistent returns
for our members. And we carefully
monitor the environmental, social
and governance performance of our
investments – in fact we’ve been
recognised as a leader in responsible
investing by the Responsible
Investment Association of Australia.3
Super is a long-term investment, and
we all have a share in the future. We
owe it to our members to operate
our Fund responsibly, because we
want our members to retire as well
as they can in a world we all want
to live in.

Giving our members value
for money
We keep our eyes firmly on providing
value for money. We believe our fee
structure provides some of the best
value in the industry and the fee for
our default MySuper option
continues to fall below the median of
peer funds.2 With this combination of
competitive fees and award-winning
services, our members continue to
enjoy the benefits of a full-service
fund at a competitive price.

A long-term, sustainable focus
VicSuper continues to grow,
boosting our net assets. Today, we’re
helping nearly a quarter of a million
members along the path towards a
better retirement, and managing

1. Best Member Services 2018 – Chant West. Best
Member Services 2017 and 2018, Best Advice
Offering 2018 – Conexus Financial
2. APRA , Quarterly MySuper Statistics, June 2018
3. R
 IAA, Super Fund Responsible Investment
Benchmark Report 2018

WHO WE
ARE

Number of member accounts

Number of employers

Average length of membership
with VicSuper

Average age of our members

240,704
9.9

years

$21.2

24,691
46

years

Average account
balance

billion

in funds under management

$86,076

up 10.7%

Membership by gender

65% 35%
female

male

Where you’ll find us
While we welcome members from all over Australia, most of our members
reside in Victoria. VicSuper is one of very few funds to have an active
presence throughout regional Victoria, with many of our people living and
working in regional centres.
Mildura

Wodonga
Shepparton
Wangaratta
Bendigo

Warrnambool

Ballarat Melbourne CBD
Greensborough
Bairnsdale
Blackburn
Laverton
Chadstone
Narre Warren
Geelong
Traralgon
Frankston Warragul
Inverloch

Annual Report 2018
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How we create value
The resources
we use
As a super fund we
draw on a range of
resources (or ‘capitals’),
from within VicSuper
and from our external
environment

How we use them
Our 5 strategic themes help us
direct those resources so that
we can partner with our
members on their retirement
savings journey

Our members’ journey
Strategic priorities
Joining

Growing

Growth & scale
Member financial
contributions

We grow our fund to achieve
greater efficiency & economy & to
keep costs low for members

Investments
We are a proactive investment
owner, investing responsibly &
for the long term

Stakeholder
relationships

First full-time job

First home

Simple online join.

Competitive insurance offer.

Easy to understand
Welcome Pack.

Financial education through
workplace seminars,
Financial Fitness Program
and Super Woman Money
Program.

MembersOnline access and
mobile app.

Products & services
We have a suite of products for
every life stage & insurance to help
protect members’ lifestyles

Online rollover service.
A range of investment
options so members can
find an option that aligns
with their savings goals
and values.

Timely and relevant
prompts to keep members’
money on track and take
action when and where it’s
needed.

Introductory workshops at
employer worksites.

Brand & experience
Our people

Digital
technologies

	
Read more about
the resources on
page 2
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Our products, services, education
& advice guide members to grow
their savings & maximise their
retirement incomes, while our
community advocacy work helps
create a better super system

Forces influencing our fund
Our Fund and our industry are surrounded by constant
change. Our strong governance framework helps us to
navigate these changes so we can continue to generate
lasting benefits for our members and other stakeholders.
Find out more on pages 14 to 16.

People, systems
& processes
Backed by a strong governance
framework, we support our people
to create a great place to work so
we can focus on our members

Changing
demographics

Industry
disruption and
competition

WHO WE
ARE

The benefits we create
Spending

Across our members’ journey,
the resources we use are
transformed into lasting
benefits (or ‘value’) for
members, employers, our
people, and the broader
community
Member returns & peace
of mind provide a retirement
income for members from a
fund that they can trust to do the
right thing

Growing savings

Changing
circumstances
Competitive insurance
offers reassuring protection
for members and their
families.
Online guidance tool,
Beeline, gives members a
sense of how much they
may need for retirement
and how to get there.
MembersOnline enables
simple nomination of
beneficiaries.

Maximising income

Promotion

Retirement

VicSuper’s workplace
seminars explain salary
sacrificing and other ways
to grow super, as well as
transition to retirement.

Retirement seminars help
members make sense of
retirement income streams
and the options available.

VicSuper financial planners
provide superannuation
advice and information to
help members decide
which strategy could
maximise their super now,
and their income in
retirement.

Advice Centres based in
Melbourne metro and
regional Victoria provide
face-to-face advice on
retirement options.
VicSuper financial planners
work with members to
create personalised,
tax-effective retirement
strategies.

Active & responsibly managed
investments generate economic
growth, enhanced capital (both
natural & manufactured) & a better
future for everyone

Conversations with stakeholders
allow us to provide personalised
advice & improved retirement
readiness for members

Digital services create ready &
secure access to information for
members & employers

Our solutions for employers
provide streamlined compliance for
employers, stronger employee
engagement, & enhanced wellbeing
& productivity

Advocacy & community programs
contribute to a stronger & more just
society

Flexible employment, responsible
remuneration & training create
engaged employees, working
together to achieve stronger
outcomes for our members &
society

Evolving
member
expectations

Expanding
digitisation and
connectivity
Annual Report 2018
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Working with
our stakeholders
Our ability to operate as a super fund and achieve our
goals is dependent on the relationships we have with our
stakeholders, and upholding the trust they place in us.

A super fund built on trust
Our Fund is built on the relationships we share with our stakeholders – from the members who rely on us to
grow their retirement savings, and the employers who place their trust in us, right through to the communities
that we’re a part of. Broadly speaking, our stakeholders include any group or individual who influences or is
impacted by our activities, or who is interested in how we address our strategic priorities.
It’s crucial that we work with and communicate with each of our stakeholders to demonstrate that we not only
understand and respect their expectations, but can also be responsive to their interests and concerns.
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Their needs and expectations

Members

•
•
•
•
•
•

Employers

• G
 uidance and support in meeting their superannuation responsibilities and
obligations
• P
 artnering for mutual benefits like efficiencies and innovation

The VicSuper team

• H
 aving a diverse and inclusive workplace where people are looked after and
encouraged to develop
• C
 ompetitive remuneration and benefits, effective performance management and
recognition
• A collaborative and challenging culture

Investment managers,
advisers and consultants

• Clear mandates
• E
 ngagement and fair assessments of investment performance
• Commitment to the investment approach

Victorian community

• A
 cting ethically and with integrity to support our members
• E
 ducation and improved financial skills in the community
• C
 ontributing to economic innovation and jobs growth

Service providers acting
on our behalf

• Clear understanding of what we expect from them
• Partnering to achieve efficiencies and innovation
• Fair payment terms

Industry associations

• E
 ngagement and support of policy advocacy where appropriate

Government, regulators
and voluntary associations

• A
 cting ethically and with integrity to support our members
• C
 ompliance with legislation, regulation and frameworks

The companies we invest in

• E
 ngagement on key issues that align with our responsible investment beliefs
• L
 eadership on our own disclosures in line with what we ask of them

VicSuper

Long-term investment returns
Improved retirement outcomes
Value-for-money products and choice
Exceptional member experience and satisfaction
Engagement, education and advice
K
 nowing their fund acts ethically and with integrity and is open and transparent

Our performance
scorecard

WHO WE
ARE

This new performance scorecard is how we will measure our progress against our strategy. The metrics below
have been chosen to reflect each of our strategic themes. Targets for each of these metrics will be set in the 2018/19
financial year and we will report our performance on this scorecard every year.

Strategic
theme

Growth
& scale

Investments

Products
& services

Brand &
experience

People,
systems &
processes

2017/18
performance

What we measure

Why we measure it

Average member balance

Higher member balances improve retirement
adequacy and fund scale enables us to keep
our fees to a minimum

Number of active accounts1

Engaged members are likely to be better
prepared for retirement

Management Expense Ratio2

Keeping our costs to a minimum provides
value for money to members

Investment performance
(MySuper default option – 1yr)

Consistent competitive returns improve
member balances and retirement adequacy

Environmental, social and
governance company engagement3

Company engagement contributes to
improved long-term returns

25%

Retirement Readiness Index4

Improved retirement readiness leads to a more
dignified retirement for members

68.9

General member complaints

We want our products, services and processes
to meet our members’ needs

85

Member advocacy score5

We want our members to love our fund so
much that they would recommend us

7.0

Member Centre score5

We want our members to be happy with the
service they receive when they call our
Member Centre

8.5

Members using MembersOnline

Access to our digital services helps members
to understand and engage with their super

34%

Team members proud to work at
VicSuper6

Engaged team members better serve our
members

86%

Financial Planner average annual
training

Continuing professional development enables
our planners to provide great advice

Compliance training completion
rate

It’s important that our whole team understands
our compliance obligations

$86,076

174,758
0.5%
9.06%

46 hours
98%

1. Includes FutureSaver accounts where contributions were made in the last 13 months
2. Administration and direct investment expenses as a proportion of net assets
3. The percentage of equities portfolio holdings engaged on environmental, social and governance issues
4. T
 he percentage of members that will have sufficient funds (according to projections) to achieve a comfortable retirement based on the ASFA Comfortable Standard
5. As measured through internal ‘Voice of the Customer’ survey, score out of 10
6. As measured through annual ‘Voice of VicSuper’ employee survey

Annual Report 2018
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What’s driving change
We operate in a constantly changing environment. We need
to remain ahead of the forces driving change and the impacts
they have on our Fund and our members.

Understanding the drivers of change
Superannuation and the financial services industry in Australia as a whole face continual developments in competition,
technology, regulation, demographics and evolving member expectations. Understanding these forces, the changes
they bring, and how they influence our activities and our members, is vital to our ability to create long-term value for
our members.

Australia’s population is ageing and
our workforce is transforming.
Superannuation needs to adapt to
meet challenges arising from age
disparity and the quest for gender
equity in retirement balances, as
well as the rise of the gig economy.

Superannuation is constantly
changing, whether as a result
of legislation and regulation, or
from growth in competition and
the market consolidation that’s
being driven by mergers across
the industry.

Industry
disruption and
competition

Changing
demographics

Forces
influencing
our Fund

Expanding
digitisation and
connectivity

Connectivity and digitisation
continue to drive exponential
advances in technology, changing
all aspects of superannuation –
from member expectations and
new products and channels, to IT
systems, cyber security and data
privacy risks.
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Evolving
member
expectations

The expectations that our
members and the wider
community place on our Fund
continue to change. This is partly
driven by technology innovation
and digital disruption, but also by
pressing social issues and growing
environmental challenges.

OUR EXTERNAL
ENVIRONMENT

Industry disruption
and competition

may mean for them and their
circumstances.

Financial institutions continue to
see an increase in new regulations
aimed at ensuring the stability of
the financial system and consumer
protection. In addition, industry
consolidation and takeovers have
led to further reforms and increased
competition. Superannuation has not
been immune to these changes.

Industry consolidation and mergers
of super funds is another source
of industry change. We continue
to assess the market for merger
opportunities as a way to grow our
Fund and deliver scale benefits to
our members.

The Financial Services Royal
Commission has put a spotlight
on financial services organisations,
with a particular focus on consumer
protection and ethical conduct.
VicSuper welcomes strong
governance and transparency in the
industry. We believe our members
and all Australians have a right
to trust their financial institutions
and we support measures to
cement that trust. Our members
are our core focus, and we support
positive intervention that can help
increase the transparency, trust and
governance of business processes
that affect them. We advocate
for robust discussions that give
Australians the right to trust the
financial institutions who manage
their savings.
Meanwhile, the Productivity
Commission released its Draft
Phase 3 report into competition
and efficiency in superannuation
in May 2018. Our policies and
processes help us to comply with
all existing and new regulations
affecting superannuation. And while
regulatory change can sometimes
be challenging, we’re determined
to support our members in
understanding what any changes
1. www.makesuperfair.com.au

Changing demographics
The way people live, work and retire
is changing. An ever increasing
proportion of our members are
reaching (or are in) retirement, with
members aged 70 and over our
fastest growing segment. At the
same time we face the challenge
of engaging young people with
their super at a time of low wage
growth, rising costs of living and a
trend towards delaying significant
life events. We continue to create
innovative new products and
services to enhance our member
experience and attract new members
– at every stage of the super and
retirement journey.
Australia’s super system also needs
to adapt to better meet the needs
of the modern workforce. Increasing
casualisation as more people enter
the gig economy affects traditional
employer super contributions. If this
increases and becomes mainstream,
it provides a challenge for the current
super system. It’s imperative that we
remain relevant in the lives of our
members and stay connected, even
as their work patterns change.
The superannuation gender gap
is another growing concern for
the industry, government and
wider society, and promoting

and supporting gender equity is
important to us at VicSuper. On
average, women retire with 47% less
super than men. This gender gap is
one reason that an estimated 40%
of older, single, retired women live in
poverty and experience economic
insecurity in retirement.1 We take
active steps to promote gender
equity not only with our members,
the wider community and our own
employees, but also by promoting
gender diversity on the boards of the
companies within our investments
portfolio through our engagement
activities.

Evolving member expectations
As we continue to face global
political uncertainty and its impacts
on financial markets, we expect
investment returns will reduce
over the medium to long term.
Following a nine-year period of
double-digit returns in most key
share markets, moving into a lowreturn environment will make it more
challenging to meet our investment
return objectives over the next 10
years. We know this will impact our
members, especially as they continue
to expect positive investment
returns.
At the same time, society is
increasingly committed to the
values of sustainable economic
development, and our members are
increasingly interested in responsible
investing. Responsible investment
helps us to both optimise members’
retirement savings and incomes, and
positively contribute to the world
they’ll retire in.
Against the backdrop of increased
levels of political and regulatory
Annual Report 2018
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What’s driving change

scrutiny surrounding financial
services, our members and the wider
community quite rightly expect us
to act ethically and with integrity. An
important part of our responsibility
agenda is about ensuring our
activities are conducted in a way that
is respectful and ethical. Accordingly,
we believe in creating and promoting
a strong values-based culture and
maintaining transparency in our
activities – because our long-term
success depends very much on how
we operate.

Expanding digitisation
and connectivity
We’re becoming increasingly
connected in a digital world. Our
members’ behaviours are changing,
and so are their expectations. The
way services are delivered and
consumed is also changing,
challenging traditional business
models across virtually every
industry sector.
VicSuper has been continuously
exploring and implementing
technologies that make it easier and
simpler for members to use our
services to get the most from their
super across our digital platforms.
We’ve also conducted ongoing
upgrades to our internal technology,
IT infrastructure and processes. This
supports innovations such as aligning
our Security Framework to industry
standards, strengthening our secure
handling practices for sensitive data,
and improving data quality to meet
regulatory requirements and
enhance our processing productivity.
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While the evolution of digital
technology provides access
to a world of information and
communication, it can also expose
us to new risks in data privacy, cyber
security and fraud. We are focused
on ensuring our cyber controls
safeguard our valuable assets, and
as part of our ongoing focus we’ve
continued to enhance our data
and cyber security practices. We
remain committed to evolving our
security and technology capabilities
to deliver safe and innovative
services to our members and
employers.

We’re partnering with the Computer
Emergency Response Team and
Joint Cyber Security Centre Program
to collaborate on cyber security
threats facing Australian
organisations. We’ve also
strengthened our privacy and
mandatory breach notification
reporting processes, and elevated
our Security Operations Centre
capability to better manage our
security environment.

Using the Sustainable
Development Goals

OUR EXTERNAL
ENVIRONMENT

Set by the United Nations with the objective of transforming the
world by 2030, the Sustainable Development Goals (SDGs) help
us to identify opportunities where we can generate benefits for
our members and positively contribute to society.

The SDGs are global goals covering social and economic development issues including poverty, hunger, health,
education, global warming, gender equality, water, sanitation, energy, urbanisation, environment and social justice.
As a world-wide focus of policy and programs, the SDGs help identify opportunities where we ourselves can positively
contribute to the world our members retire in. They also indicate areas of likely future growth and opportunities.
We’re currently investigating how we go about including these goals into our investment decision-making processes.
As a first step, we’ve identified our priority goals (highlighted in the diagram), and mapped how we’re already
contributing to those goals through our investments, active ownership, and community and advocacy programs.
For more information on specific initiatives, keep an eye out for the SDG symbols throughout this report.
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Using the Sustainable
Development Goals

How our members’ retirement savings support the SDGs1
For every $1,000 of a member’s retirement savings invested in our equity
portfolio, we’ve calculated the amount that’s directed into companies with
products and activities that support the SDGs.

$
1
1
3
3

For example, for every $1,000 invested, $36 goes to companies involved in
Renewable Energy Production.

5

14

$
1
3

16

5

$

16

17

1
1
2
3

3

$
2

$

14

7
7

$

36
9

16

1
1
3

15
10

18

36

$
17

7

Health Production

Green Building Management

Health Specialised Technologies

Energy Efficiency Industrial Systems and Processes

Contraceptives

Energy Efficiency Distribution and Management

Water Technologies and Equipment

Green Building Development

Water Utilities

Energy Efficiency Products

Water Infrastructure

Energy Efficiency Materials

Water Adaptation and Watershed Management

Affordable Housing Development

Renewable Energy Production

Green Transportation Services

Green Building Technologies and Materials

Affordable Housing Management

Renewable Energy Supporting Products/Services

Green Transportation Infrastructure

VicSuper

Note: Some categories contribute
to multiple goals so are represented
more than once in the chart.
1. Based on analysis commissioned by
VicSuper and conducted by Sustainalytics.

Our strategy

OUR
APPROACH

Our strategy is designed to support and guide us as we work
towards our goal of becoming Australia’s leading retirement
partner – and our members are at the heart of it all.

How integrated thinking is
helping us deliver our strategy
‘Integrated thinking’ is an overarching
strategic approach that considers the
relationships between our operations
and activities and the resources that
we either use or affect. It helps drive
an inclusive process of decision
making, management and reporting,
based on the connections between
the things that affect our ability to
create value over time. Over the past
two years, VicSuper has been evolving
how we embed integrated thinking
into our operating model.

Our five-year strategic plan
VicSuper’s Strategic Plan is a long-term,
five-year plan that brings together and
articulates our purpose and our goals. It
sets out what we want to achieve, how
we’re working to achieve it, and how we
intend to succeed.
This year, we updated our strategic plan
to account for revisions and inputs
resulting from our strategic planning
process, conducted with our Board and
leadership team. This included a review
of the major trends impacting the
superannuation industry and an analysis
of the potential implications of these
trends on VicSuper’s strategic approach.
VicSuper’s overall strategy continues to
be underpinned by five strategic
themes, which inform our Fund
priorities. These themes are
complemented by our values and
corporate responsibility commitments.
Together, these strategic elements are
helping us work towards fulfilling our
purpose – to provide our members with
a great experience throughout their
retirement savings journey.

Annual Report 2018

19

Our strategy
Our
goal

To become
Australia’s leading
retirement partner

Measuring our success
We will measure our success against the range
of financial and non-financial metrics included in
our performance scorecard (refer p. 13)

The capabilities we need
Trusted
guidance
and advice

Employer
relationship
management

Insights about
members and
employers

Channels and
alliances

Key strategic differentiators
Develop
digital
member
acquisition

Offer leading
products and
comprehensive
advice

Offer relevant
complementary
products

Mix of
distribution
channels

High brand
awareness
and
advocacy

Enhance
member and
employer
services

Expand
nationally
in target
sectors

What we will focus on
Distribution through
employers and direct to
members with a focus on
the digital experience

Target new employers
and pre-retirees/retirees,
women and our
members’ networks

Offer a product for
every life stage and
competitive insurance

Our strategic themes

Growth
& scale

Investments

Products
& services

Brand &
experience

People, systems
& processes

Our purpose, values and commitments
To provide our members with a
great experience throughout
their journey, and the guidance
and solutions to improve their
quality of life in retirement
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Passion
Responsibility
Integrity
Innovation
Community

We will adhere to
our corporate
responsibility
commitments

Identifying and
managing risk

OUR
APPROACH

Our Risk Management Framework is a forward-looking and
fund-wide approach to risk management. It supports sound,
risk-based decision-making across our operations.
Our current strategic risks and controls are monitored by our Executive team and the Board for any impacts on our
performance as a fund. Over the past year we’ve had no issues of critical concern1 requiring escalation to the Board.

VicSuper’s strategic risks and controls
Our strategic
theme

Growth
& scale

Investments

The potential risk

How we respond

Organic growth doesn’t result in
sufficient scale for us to remain
competitive and keep pace with
market leaders

•
•
•
•

 ocus on mergers and acquisitions as a growth strategy
F
Use marketing activity to reinforce the value proposition
Provide a robust advice offering and strong regional presence
Enhance existing and establish new distribution channels to market

If implemented, the Productivity
Commission recommendations
could disrupt our distribution
model

•
•
•
•

Enhance stakeholder engagement
Prioritise brand build
A
 ssess impact of recommendations relative to existing impacts
Develop strategies to improve member engagement

Failure to engage and attract
younger demographic

• Execute employer channel strategy and build workplace marketing
capabilities
• Continually invest in digital delivery capability

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 our
competitors

• Diversify portfolio through increased exposure to real assets and
alternatives and reduced reliance on listed equities

Legislative changes eg pricing,
product, taxation and social
security implications may make
our products unattractive

• D
 evelop comprehensive advice offering as a complement to the
existing advice offer

Failure to remain relevant to our
ageing membership

• Offer retirement solutions that are advice driven, member-focused
and product agnostic
• Maintain leadership on retirement income stream products
• Develop post-retirement strategy

Rapid changes to technology,
data and digital channels may
disrupt our operating model

• E
 nhance member engagement and experience through traditional
and digital channels
• Build digital infrastructure to enhance member engagement

Our marketing activities and
brand value proposition fail to
resonate

• Maintain strong strategy and execution plans
• Research, identify and scope target markets
• Continue to assess target markets penetration and campaign
effectiveness

Rising cyber security threats

• Improve and refine information security and data governance
and develop cyber security capabilities

Other material risks

• D
 evelop capabilities and build a culture to deliver the strategy
and optimise our member-focused operating model
• Use the Risk Management Framework to clearly articulate the
approach adopted by the Fund in relation to the identification,
control, mitigation and oversight of the Fund’s risk profile

Products
& services

Brand &
experience

People, process
& technology

1. VicSuper defines critical concern as a potential event or situation that may significantly impact the Fund’s ability to deliver on its strategic priorities or impact its management of
key risks and opportunities.

Annual Report 2018

21

What makes
us different
With service and an advice offering that are industry leading, and
products designed for every step of our members’ retirement
journey – we’re proud to be one of the best-value super funds
in Australia.

We’re here for our
members’ future
We want our members to enjoy the
best possible quality of life in
retirement. That’s what drives us as a
super fund, and that’s why we’re
partnering with our members from
the moment they join us all the way
into their retirement – making it
easier to get active with their super.

5 Stars for
Outstanding Value
2018 - CANSTAR
We’re one of only seven super
funds in Australia to be rated
5-Stars by CANSTAR, Australia’s
biggest financial comparison site,
for Outstanding Value when
considering investment performance after fees, insurance
premiums and services offered to
members.
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We know that even the small
changes our members make to their
super today have the power to make
a significant difference to the type of
retirement they’ll get to enjoy
tomorrow. So we’re here for them,
with the insights, the know-how and
the tools to take action and make a
great retirement possible – and we’re
helping encourage and motivate
them every step of the way.

Understanding our members’
journey
We work hard to be on the front foot
when it comes to member
engagement. We try to capture the
challenges, needs and expectations
of our members, and then deliver the
right information and support at the
right time. Our work in this area is
underpinned by sophisticated
technology platforms that help us
build rich insights into the needs of
our members, and initiate prompted
conversations (or ‘nudges’) to help
them take the next step to achieving
a better retirement outcome.

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. At year end, our
advocacy score was 7.0 – it’s a good
indication that we’re broadly on track
when it comes to better tailoring our
service and support for members,
and helping members build a
better retirement.
Externally we benchmark our
performance against 21 of our key
competitors in our peer group using
research by Roy Morgan, Australia’s
largest independent research
company. At June 2018, we were
pleased to have been ranked fourth
with a mean advocacy score of 7.40.
Our increased score has been driven
by improved perceptions amongst
our younger members.
This year, we’ve further expanded
our Next Best Conversation program
to identify additional opportunities
to reach out to members with timely
communications which may be
relevant to their needs at a given
point in time.

OUR
APPROACH

A product for
every life stage
Our value-for-money product suite is
designed to suit members at every
stage of their saving and retirement
journeys. Our FutureSaver product is
an accumulation super account
available for all Australian residents.
Our Transition to Retirement product
helps members who are eligible to
retire but aren’t quite ready to give
up work to access their super and
potential tax benefits. And our
Retirement Income products are
designed to meet the needs of our
retired members with flexible and
innovative approaches to providing
retirement income.

Improving our insurance
for members
We generally offer automatic
insurance cover (subject to the
terms and conditions of the
insurance policy) for those members
who join VicSuper via a participating
employer. (Other members may also
choose to apply for insurance cover
depending on their needs.) We
believe that this default insurance
cover is important, as it helps to
protect our members from the
negative and unexpected impacts
of life events. Importantly, we also
make it easy for members to cancel
or alter their insurance in accordance
with their needs and circumstances.
We work hard to maintain insurance
premiums that are affordable for
members. In August 2017 we
reduced the premiums for our

default Death and Total and
Permanent Disablement (TPD)
unit-based cover by approximately
10%. This rate reduction was also
reflected in our fixed cover rates. We
also negotiated new individual
transfer terms that allowed members
to more easily transfer both default
and underwritten Death and TPD
cover from their existing super fund
into VicSuper, allowing for transfers
of insurance cover from not-forprofit funds, retail funds and selfmanaged super funds.
In October 2017 we completed a
review into our insurance products.
We generally undertake reviews
every two years to make sure our
insurance offering is as competitive
as possible. The review culminated in
the formation of our new insurance
partnership with MetLife. This new
partnership, which commenced on
1 July 2018, provides an enhanced
insurance offer with a focus on
transparency and ease of access
for our members. It also meant a
13% reduction in default Death and
TPD premiums1. On top of the 10%
provided previously, this represents
a total reduction of approximately
22% since 1 July 2017.

than ever we believe it is important
to continue to create an insurance
structure that best suits the needs of
our members, negotiate competitive
arrangements with our insurer and
provide communications so our
members understand their benefits.
We will be monitoring the Royal
Commission findings closely to see
how we can make further
improvements to our insurance offer.
However, we’re not waiting for these
findings to make changes. During the
year we also signed on to the
Insurance in Super Voluntary Code of
Practice. This further reinforces our
long-standing commitment to
ensuring our automatic insurance is
appropriate and affordable for
members. We’re pleased to be a part
of an initiative that has our members’
best interests at its core.

	vicsuper.com.au/super/
insurance

The Royal Commission has clearly
impacted consumer trust in the
financial sector. Our profit-tomember status helps ensure we put
our members’ best interests first in
the decisions we make. Now more

1. Unit-based Death and Total and Permanent Disablement cover under ‘general’ occupation category.
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Guiding our members to
a better future
Matt and Tamara are not real VicSuper members, but the life events and
financial circumstances that we’ve chosen for them are based on those
experienced by thousands of our members across their lifetimes. Their stories
demonstrate the power of members to make a potentially significant difference
to their retirement lifestyles tomorrow, by taking some targeted action with their
super today. And VicSuper is here to guide them, at every stage of the journey.
Meet Tamara
At 25, she’s waved goodbye to study and part-time work and started her first full-time job as a
primary teacher. She’s ready for anything that life and the kids of class 3B might throw her way.
25

35
Tamara’s employer
gives her info
about VicSuper –
she likes how they
take care of
members and their
responsible
investment
approach.

$5,000
$5,000

45
Tamara takes
some time out
from her job while
she’s on parental
leave, and then
goes back to work
part time.

$69,352
$55,788

55

With the kids in
secondary school
and the days
getting freer,
Tamara returns to
full-time work.

67
The kids are well
and truly
establishing their
own lives. It’s time
for Tamara and her
partner to focus
on themselves a
little more.

By using VicSuper’s
services and taking
action, Tamara has
significantly
increased her
income from her
super in retirement.

Super balance after action: $618,689
Retirement income of $37,056 pa

$268,833
$180,818

$146,428
$93,866

Tamara chooses
a retirement
income stream
that will give her
a tax-effective
income
throughout her
retirement.

Super balance with no action: $333,602
Retirement income of $19,774 pa

Age

25-35

35-45

45-55

55-67

Action

• R
 eceives an easy-tounderstand Welcome
Pack and registers for
MembersOnline

• Stops salary sacrificing
while working part-time
• Uses Beeline to assess
the impact of part-time
work on her super

• U
 ses Beeline to
understand the impact
of paying down their
mortgage versus saving
for retirement

• A
 ttends a financial
workshop run by
VicSuper at her school

• A
 ttends a VicSuper
seminar to understand
retirement strategies

• Consults a VicSuper
Financial Planner to talk
about her retirement
plans including Age
Pension, now that she
successfully paid off
her mortgage and
other debts

• A
 ttends a new starter
workshop run by
VicSuper at her school
• R
 eceives a welcome call
from the Member
Centre and rolls in all
super accounts from
part-time jobs
• S
 igns up to Super
Woman Money Program
and builds a budget to
save more

• S
 tarts salary sacrificing
• Meets with a VicSuper
$50 a fortnight again
Financial Planner face to
face

• Starts salary sacrificing
$450 a fortnight as per
the Statement of Advice

• Partner makes spouse
contributions into her
account of $3,000 a
year

• S
 tarts salary sacrificing
$50 a fortnight
Assumptions
Starting
age

Retirement
age

Starting
balance

25

67

$5,000

Salary
$50,000 per annum
(reduced by 50% when
working part time)

Superannuation
Guarantee

Salary
indexation

9.5% (no SG during 3.5%
parental leave)

Salary sacrifice
indexation

Inflation

Investment option

3.5%

2.5%

Growth (FutureSaver) returning 6.25%
Capital Stable (Flexible Income)
returning 5.55%

All information provided in this illustrative case study is based on the specific circumstances and assumptions detailed, and is not intended as advice or a guarantee of any
outcome. It is a broad illustration of the steps a member could take, but the actions appropriate for an individual will vary depending on their personal circumstances. The case
study is based on current regulatory requirements and laws, including tax rates, which may be subject to change.
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Matt’s Journey
Matt’s 46. He and Sal have two growing kids, two growing dogs, and a house in
Greensborough that they wish was just a little bigger. Matt’s keen on the idea of working
to live, rather than living to work, so he’s planning to retire early.
25

35
Matt joins
VicSuper through
his employer. He
rolls over his other
super accounts to
the default option
because its easier
to have them all in
one place.

45
Two kids and a
mortgage are
adding pressure to
the finances. Matt
sees that retiring
early is an option
but needs to get
organised.

63

Reaching
preservation age,
Matt starts a
Transition to
Retirement
strategy.
$749,028
$480,125

$259,481
$208,713

$92,558
$92,558

$10,000
$10,000

60

Wanting to make
early retirement a
reality, Matt takes
greater action to
get on his way.

It’s official –
Matt’s retired and
upgraded the tinnie
ready for a trip up
to Batemans’s Bay
to mark the start of
his ‘endless summer.’

By acting on
advice from
VicSuper, Matt
has retired early
and increased
his retirement
income by about
$20,000 pa

Super balance after action: $865,229
Retirement income of approx. $50,000 pa
Super balance with no action: $522,103
Retirement income of approx. $30,000 pa

Age

25-35

35-45

45-60

60-63

Action

• R
 eceives an easy-tounderstand Welcome
Pack

• A
 ttends a seminar run
by VicSuper at his work

• U
 ses Beeline to
nominate beneficiaries

• G
 ets an email inviting
him to give Beeline a try

• M
 eets face to face with
a VicSuper Financial
Planner

• M
 eets with a VicSuper
 tarts a Transition to
Financial Planner face to • S
Retirement strategy
face
after reaching
• S
 tarts salary sacrificing
preservation age,
$200 a fortnight – an
drawing down the
additional $100 to what
minimum pension while
he was contributing
maximising
already
contributions and
maintaining his
take-home pay

• R
 eceives a welcome call
from the Member
Centre and rolls in all
other super accounts
because it’s easier to
have them all in one
place

• E
 xplores Beeline to see
what he needs to retire
early
• S
 witches investment
option to help maximise
his returns and to align
with his risk profile
• S
 tarts salary sacrificing
$100 a fortnight

• C
 hanges investment
option to Balanced

Assumptions
Starting
age

Retirement
age

Starting
balance

Salary

Superannuation
Guarantee

Salary
indexation

Salary sacrifice
indexation

Inflation

Investment option

25

63

$10,000

$80,000 pa

9.5%

3.5%

3.5%

2.5%

Growth (FutureSaver) returning 6.25%,
Equity Growth (FutureSaver) returning 6.75%
Balanced (Flexible Income) returning 6.65%

All information provided in this illustrative case study is based on the specific circumstances and assumptions detailed, and is not intended as advice or a guarantee of any
outcome. It is a broad illustration of the steps a member could take, but the actions appropriate for an individual will vary depending on their personal circumstances. The case
study is based on current regulatory requirements and laws, including tax rates, which may be subject to change.
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What makes
us different

Award-winning service

Easy online
rollovers
In February we released our
online rollover service, making it
even easier for our members to
consolidate their money in
minutes. This service can be used
by members directly, or by
contacting the VicSuper Member
Centre. In the few months since
its launch, nearly 200 members
have used this service to roll in
279 different accounts, and a
combined total of $4.6 million
in funds.

We’ve been committed to managing
most of our members’ support and
administration services in-house for a
long time now. Not only does it help
us to maintain control over what we
do and how we do it, it helps us to
provide a great member experience
and service across every channel –
whether it’s face-to-face, over-thephone or online.
We see this as one of our greatest
strengths, and so do the external
ratings agencies. We were rated Best
Member Services in 2018 by Chant
West, and Best Member Services
2017 and again in 2018 by Conexus
Financial.

Our in-house Member Centre

“It’s so satisfying to know that the
service I provide today has a real
benefit to our members and that
one day it will make a real impact
on their lives. Knowing that everyone around me has members at
the core of what we do – that is
essentially what makes VicSuper
such a great fund for our members,
and a very rewarding place to
work.”
– Dmitri Ivanovich, VicSuper
Superannuation Consultant
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Our Member Centre is based in our
Melbourne head office. It provides all
our members with over-the-phone
services. Last year our Member
Centre received an average of 432
calls per day; 99% were answered
and resolved either on the spot or on
the same day. Our team also worked
hard to resolve 99% of members’
written queries within our target of
10 working days.
Over the course of the year there’s
been a distinct shift away from more
transactional conversations with
members, towards more complex
conversations covering a host of
super-related topics. For example,

the Member Centre recorded a drop
in the number of calls relating to
password resets and change of
address requests, and a significant
reduction in members calling to
retrieve their member number.
This is largely testament to the
improvements we’ve been making
across all of our communications to
members, including to our website
and member benefit statements, to
make this type of information more
accessible via self-service.
This has allowed the Member Centre
to concentrate their efforts on more
detailed conversations with our
members. Accordingly, the number
of discussions with members on
topics including insurance,
government contribution caps,
pension types and choice of fund,
increased over the period.
Our Member Centre also refers
members to our financial planning
team so they can easily access our
advice services. Referrals to the team
continue to increase, which is a good
sign that our efforts to customise our
conversations with members are
working, as we’re better able to
identify at what stages a member
will be best supported with
additional advice. This year, we
referred 2,125 members on to our
triage team for further assistance,
1,582 of whom went on to receive
personal advice.

OUR
APPROACH

Going mobile for members
on-the-go
In April 2018 we released our mobile
app for members. We worked closely
with members to research and test
what functions they were looking for,
mapping their experiences and
developing and testing prototypes.
The app features the key functions
that members wanted, such as
fingerprint login, real-time account
balance, lists of transactions and
contributions, investment allocations,
and insurance. It’s early days since
the launch but the feedback we’ve
received so far has been very
encouraging – we’ll have more to
report in our next annual update.

Creating a highly personalised
digital experience
Our members have long had access
to digital account information and
services through our secure online
portal, MembersOnline. And just as
we pride ourselves on providing
personalised services to members
over the phone and face-to-face, we
also want to bring the same human
touch to the digital experiences that
we offer. It’s part of who we are as a
super fund.

centred design principles, to help us
to provide a more people-oriented
experience across our digital
channels. In conjunction with this, our
underlying technology platform,
Sonata, helps us to provide members
with the content they need, at the
time they need it.
Our ultimate focus is on actively
guiding and coaching our members
with relevant information and tools at
every stage of their journey to (and
through) retirement. By helping them
connect with their super and make
key decisions earlier in their journey,
we believe we can help our members
make a meaningful difference to their
life savings and their eventual
lifestyle in retirement.

Oliver is one of our resident user
experience specialists. Every day
our members see and experience
Oliver’s handiwork through our
MembersOnline portal, Beeline tool
and VicSuper mobile app. “At its
core, my role takes a user-centred
design approach. Getting to know
our members – focus groups,
workshops, going out there and
speaking with members – all of that
informs the design,” says Oliver.
“We’re doing what we can to deliver
an experience that’s personalised,
targeted, suitable for members’
needs, and importantly motivates
them and encourages them to take
action.”
– Oliver Rainer, VicSuper
User Experience Specialist

This year, we’ve facilitated research
programs and user (members,
employers and other stakeholders)
experience initiatives using human-
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What makes
us different

Award-winning advice offering
We want our members to be able to
make the best financial decisions
possible throughout their lives, and
we know that financial planning
advice has a valuable role to play in
helping to achieve that. We’re
working hard to provide access to
quality financial planning advice at
an affordable rate, for all our
members. In most cases the
superannuation advice we provide
comes at no extra cost to our
members. Plus, we don’t pay
commissions to our financial
planners, who are salaried and are
part of the VicSuper team.

These efforts have received external
recognition, with Conexus Financial
awarding us Best Advice Offering
2018. We also achieved more than
170 positive reviews on
productreview.com.au, with an
overall rating of 4.7 (out of 5 stars).
During the course of the year we
launched our Advice Voice of the
Customer survey for the first time,
which allows us to gather direct
feedback from members who’ve
used our services. We’ve received
excellent feedback to date, which
confirms the high regard in which
members hold the advice services
we are providing.

We strongly believe that our
members should be able to access
the type of advice they want in
the way that will work best for
them, so our omni-channel advice
model is designed to remove
some of the barriers that members
may experience when seeking
advice. Through our in-house
financial planning team, we provide
face-to-face and phone-based
superannuation advice in 19 locations
across metropolitan Melbourne and
regional Victoria. Members can also
access superannuation advice online
24/7 through our popular and awardwinning Beeline guidance tool.

Advice when and how our members want it

Superannuation and
retirement planning

Superannuation
contributions
Goal setting
Budgeting
Investment advice
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Comprehensive
advice
Superannuation and
retirement planning

OUR
APPROACH

Over the last year our financial
planners provided superannuation
advice and education to nearly
11,500 members on a wide range of
super-related topics. They also
provided face-to-face advice to more
than 6,359 members, and over-thephone advice to 531 members.
Face-to-face advice sessions with
members yielded 3,721 statements of
advice this year, 78% of which were
implemented. That tells us that our
members are getting active with
their super, and acting on the advice
we’ve provided.
We also offer a comprehensive
financial planning service for the
more complex end of the advice
scale. This allows members to receive
advice on financial matters beyond
their super and retirement and on
assets external to VicSuper. More
than 340 members have taken
advantage of this extended advice
service since it was launched in
October 2016.

We’ve made our online advice
even better
Awarded Best New Innovation in
2018 by independent ratings agency
SuperRatings, our innovative digital
guidance and super advice service,
Beeline, was one of the first of its
kind in our industry. Beeline provides
information and super advice
relevant to a member’s specific
situation, guiding them through
simple step-by-step processes,
helping them to set goals and
achieve milestones.
This year, we’ve been working hard
to make Beeline even better, adding
three new topics and increasing the
flexibility of the tool so it’s easier for
members to select topics and
complete the goals that interest
them most. Plus, from August 2018,
the full Beeline experience will be
available to members on mobile
devices.

Since its launch in 2017, Beeline has
surpassed our expectations. Some
4,868 members have logged in to
Beeline, which is around 5% of our
active membership base. Of those
users, 63% set a retirement goal, and
14% received online advice regarding
their contributions. Our younger
members were most engaged
with Beeline; 65% of users are aged
under 50, and the majority are
30-45 year-olds.

“I’m so close to paying off my
HECS debt, I wanted to know if
I should use that extra money
to start salary sacrificing. Super
used to be something so far
away. Using Beeline to see how
much closer I can get with extra
contributions has been a huge
wake up in an exciting way. I’m
not paying off debt, I’m building
a dream retirement!”
– Susie, VicSuper member
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What makes
us different

Inspiring action
through education

For most of our members, our
Member Services team is the first
point of contact with VicSuper.
It represents the ‘face’, or more
often, the ‘voice’ of VicSuper.
For Sue Bennett, this is one of
the fantastic parts of her job –
getting to meet and chat to
so many different people
with interesting stories and
circumstances. “I never know
who’ll be on the next call or the
next walk-in.” Sue believes that
the diversity of our members is
reflected in the diversity of the
team at VicSuper “Whether it be
diversity in age, gender, ethnicity
or experience, people at
VicSuper will go out of their way
to share knowledge and to help
solve a problem. We all want to
make a difference and to feel like
we’re trusted by our members.”
– Sue Bennett,
Superannuation Consultant

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 general information on super
and finances. We aim to help people
build their confidence and
understanding when it comes to
dealing with their finances, and
inspire them to take action to
improve their financial future. All of
these programs are offered at no
additional cost.
Since 2012 our Super Woman Money
Program has been helping women
build confidence and take control of
their finances. Over the past year
we’ve delivered the program to 738
women, including members and
non-members alike.
We also offer online digital education
programs for our default employers,
which employees can then access
through their workplace. You can
find out more about this Financial
Fitness Program on page 48 of this
report.
Every year we also run a series of
advice seminars for our members.
Over the past year, our financial
planners have delivered 70 seminars
to more than 1,000 members.

SDGs contributed to:
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Measuring retirement
readiness
We want to see all of our members
enjoy a dignified retirement.
That’s why everything that we
do ultimately has one aim – to
improve financial outcomes for
our members in their retirement.
While the average member
account balance for VicSuper
members nearing retirement
compares favourably with our
peers ($133,000 and $97,000
respectively for male and female
VicSuper members aged 50-64
compared with $109,000 and
$78,000 for male and female
members of peer funds1), for most
people, we know that employer
contributions alone will be
insufficient to produce an
adequate retirement income.
This is why we’re working so
hard to help our members truly
understand and engage with their
super as early as possible, so they
can start planning and preparing
for retirement and actively take the
steps required to improve their
super balance.
To track how we’re doing, we
measure our progress against a
Retirement Readiness Index.

It reflects the proportion of our
members that have sufficient
funds, according to projections, to
achieve a comfortable retirement
(which was $60,604 a year for a
couple aged around 65 at June
2018, according to the ASFA
Comfortable Standard).
Currently, VicSuper’s Retirement
Readiness Index is 68.9. Pleasingly,
it’s been trending up over the three
years that we’ve been measuring
it. In order to continue to improve
the retirement incomes of our
members, we intend to give those
members who may not currently
have sufficient funds a little nudge
and showing them how they can
do more. Plus, we’ll advocate for
government policy measures
that will ultimately support
those people.

“I didn’t understand how
super worked at all. Eventually
I went to a seminar put on
by VicSuper and I made a
decision to go and see a
[VicSuper] consultant.
“We made a plan together
and it was much easier than
I thought. I live a full life doing
what I want to do, mostly
whenever I want to do it!”
– Carol Smith,
VicSuper member
Hear more about Carol’s story
	vicsuper.com.au/
campaigns/2018-annualreport

The difference between achieving
a comfortable retirement or not,
may be as simple as making a
small weekly voluntary
contribution for many of our
members. So we’re partnering
with our members to give them
the information, the motivation
and the guidance to help them
get there.

1. VicSuper comparison against Industry and Sector fund peers in ASFA 2017 Annual Fund-level Superannuation Statistics, released February 2018
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Supporting
our employers
We’re working alongside our employers to provide a high level of
service, because by working together we can provide even better
retirement outcomes for our members.

Making it simple to
manage super
We give our employers access
to the tools and information they
need to make it simple for them
to manage their super obligations:
•

flexible payment options

•

clearing house solution

•	EmployersOnline – an online
administration system
•	an account consultant to
answer any queries
•	workshops to help keep track
of super changes and
obligations
•	a range of seminars and
advice options designed
specifically for employers
•	regular newsletters and
updates, plus a range of
publications to keep
employers informed about
super.

Building strong, long-term
relationships
Strengthening our relationships with
employers and looking for ways to
collaborate with and add value to
their business has been a significant
focus for us. We want to understand
and anticipate their business risks
and opportunities, and support them
in preparing for what’s ahead as
much as we can.
We aim to form long-term
partnerships with our employers
that will ultimately deliver better
outcomes for employees, and at
the same time improve access to
information and workplace financial
education and support for our
members.

Maximising our employer
engagement
Over the past year we’ve worked
hard to customise and improve the
process for employers who are
transitioning to VicSuper as their new
default fund. It’s a change that can
be accompanied by a high
administrative burden for employers,
and we aim to make the process as
smooth as possible – for employers
and employees alike.
In late 2017 we introduced a new
onboarding process for all new
employers transitioning to VicSuper.
We now meet with them to take
them through how the first few
months of the transition process will
unfold, what’s required of their team,
and what we will do to support them.
It’s an opportunity to clarify
expectations, establish timelines and
build relationships. It also allows us to
demonstrate where we can add
value for their employees, for
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example through our in-house advice
services and Member Centre, and
other services such as workplace
seminars.

Detailed engagement plans for
larger employers
At the beginning of the financial year
we created a dedicated Client
Partnership team, which forms part
of our overall Employer Engagement
team. This new team facilitates even
closer engagement with our major
employers.
This year the team implemented
in-depth Employer Engagement
Plans with 63 of our larger employers
that have VicSuper as their Default
Fund. In developing these plans we
draw on detailed data from our own
member insights, as well as input
received from employers themselves,
in order to gain a deeper
understanding of each employer’s
operating environment and the
needs and requirements of the
VicSuper members who work there.
The result is a tailored, 12-month plan
which is presented to the employer
for their endorsement, setting out
where and how we can best support
them and our member employees
through a range of workplace
activities and programs. Initial
feedback on the engagement plans
has been very positive, and we will
conduct a review of the program at
the end of 2018.

OUR
APPROACH

Improving access through
employer intranets

Working together to improve
employee wellbeing

We’ve been partnering with our
major employers to build a VicSuper
presence on their workplace
intranets. Within these organisations,
employees can now use their intranet
to access VicSuper contact
information, their dedicated VicSuper
Representative, key VicSuper
services, and even book a place at an
upcoming VicSuper workplace
presentation or general advice
session with a VicSuper
Representative.

Poor financial health is one of the
leading causes of stress in the
Australian workforce. We’re working
with employers to help improve their
employees’ overall financial wellbeing
by providing the knowledge and
understanding that employees need
to manage their finances confidently.
Over the past year Employer
Engagement teams have continued
to visit workplaces to provide general
superannuation advice for members.
These super presentations are open
to members and non-members alike,
and have been held throughout
metropolitan and regional Victoria.

Reducing the
burden with our
Premier Help Desk
In March 2018 we launched our
Premier Help Desk for larger
employers. Run by a team of
dedicated employer services
consultants trained specifically
on the needs of these key
employers, the service provides
a direct super ‘hotline’ for
employees. The support provided
by our consultants, such as
administering super and
responding to transactional
queries and super-related
questions, is helping to reduce
the burden on payroll
departments for these employers.
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Investing our
members’ money
Our goal is to deliver steady, long-term investment returns for members.
To achieve that, it’s important to be disciplined, long-term investors, and
not react to short-term market ‘noise’ or headlines.

The year in review
Markets in perspective
The 2017/18 financial year saw most
key share markets deliver doubledigit returns for investors, and this
was a key driver of Fund
performance. In fact, share markets
have enjoyed extremely favourable
conditions since the global financial
crisis (GFC) 10 years ago, thanks
largely to supportive interest rate
and government policies.
A key effect of these policies has
been record low interest rates both
here and overseas, and sustained
and synchronised growth in global
economies. The strong gains in
shares have seen many major share
markets remain well above their
pre-GFC highs.
But record low interest rates appear
to be coming to an end and we’ve
already seen rates begin to rise in the
US. In addition, as share markets
continue to move higher they’ve
become increasingly expensive, and
more recently, there have been
growing concerns about a global
trade war. This all leads to an
investment environment that we
believe will be increasingly
challenging for investors.

Investing that’s proactive,
not reactive
To better equip the Fund for the
prospect of a lower-return
environment we’ve been enhancing
the Fund’s diversification – it would
be risky to simply rely on share
markets going up after what has
already been an extraordinary period
of performance. Over the last year
we’ve made a number of new
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investments in property and
infrastructure locally and overseas in
order to increase diversity within the
Fund. Increasing the diversity of our
assets helps us to smooth out
long-term returns and better manage
risk, especially in a more difficult
investment environment.

Delivering steady, long-term
returns for members
A key focus for us is to make sure we
have an investment strategy that’s
well equipped to deliver positive
returns in both good and bad market
environments. We continue to do
this, having delivered solid long-term
returns to 30 June 2018. You’ll find
more information on individual
investment option performance on
pages 36 to 39 of this report.
vicsuper.com.au/investments

About our investment strategy
Our investment strategy is about
building and protecting members’
retirement savings. We’re disciplined
investors – we invest in attractive
opportunities when they become
available (eg our property and
infrastructure assets), but are
cautious when required (eg
protecting the portfolio from
potential falls in share markets).
Our overall objective is to deliver
steady, long-term investment returns
for members. Our investment
strategy defines how and where our
members’ retirement savings are
invested, and the asset allocations for
each of the investment options that
we offer.

Other strategies and policies
that guide our investment
approach
Strategic asset allocation
Each of VicSuper’s investment
options is invested according to a
strategic long-term asset allocation.
Strategic asset allocation is the most
important determinant of member
returns. The prudential standards
(SPS 530) require regular review of
the investment strategy
underpinning each of our individual
investment options. The strategic
asset allocation and investment
strategy may be altered from time to
time (including through dynamic
asset allocations), in response to a
review and assessment. As a result,
the asset allocation and investment
objective for each of the VicSuper
investment options may change.
	vicsuper.com.au/investments/
investment-strategy/strategicand-dynamic-asset-allocation

During the year we undertook a
review of all underlying asset classes.
As a result, we made changes that
included rebalancing our Australian
equities portfolio to achieve a steady
return in a range of markets. We also
grew our property portfolio and
increased its diversity in terms of
asset location (Australian and
international property) and type
(commercial and retail property).

OUR
APPROACH

Our long-term investment return objective
Each of our investment options is designed to generate an expected annual
net investment return over rolling 10-year periods. Due to the long-term nature
of super, we believe this is an appropriate timeframe to measure performance.
We recently reviewed our long-term investment objectives in collaboration
with our investment advisors, Frontier Advisors, and made no changes on this
occasion. Separate to our objectives, we have a specific return target for our
MySuper product dashboard. This was also reviewed and did change this year.

Unit pricing and net investment returns
In any given year net investment returns – that is returns calculated after
taking into account any relevant investment fees and taxes – can be positive
or negative. An individual member’s investment returns depend on the
financial performance of that member’s investment options over a given
period of time. We calculate these returns using unit pricing. You can find out
more about how unit pricing works and how our investment options are
performing on our website.
vicsuper.com.au/investments

Fair value of our investments this year
The table shows the change in the fair (or ‘market’) value of our funds under
management over the past year by asset class.

9.06%
investment return over the
past year for our MySuper
FutureSaver members

6.59%
investment return over the
past year for our Flexible
Income Capital Stable option

All of our investment
options (except Cash)
were ahead of their
10-year performance
objectives1

Fair value of VicSuper investments by asset class
at 30 June 2018 ($ million)
Fair value of investments
at 30 Jun 18 ($m)

Fair value of investments
at 30 Jun 17 ($m)

Cash

2,904.18

2,585.67

Fixed interest

3,603.51

3,504.30

Real assets

2,285.82

1,487.09

10,609.72

10,170.99

1,787.17

1,328.90

21,190.40

19,076.95

Asset class

Equities
Alternatives
TOTAL

How we use derivatives
Derivatives are a type of investment contract or financial instrument. Their value
is linked to the future sale or purchase of an underlying asset (such as shares,
for example), and they’re commonly used as risk management tools. We use
derivatives to control the risk of movements in listed asset classes. We use
derivatives carefully and all positions are covered by cash. Derivatives are not
used for speculation or to leverage the Fund. We are required to report if the
derivatives charge ratio (the percentage of our assets being used as security for
derivative investments) exceeded 5% of our assets at any time during the year.
Based on our interpretation of the definition of SIS Regulation 2.29(1), our
derivative charge ratio did not exceed 5% during the reporting period.

Investments over 5% of Fund assets

“If there’s one lesson to be
learned from the past year, it’s to
remain focused on the long term
and the bigger investment
picture, rather than reacting to
short-term fluctuations. By
adhering to this investment
strategy, and keeping an eye out
for attractive investment
opportunities, we aim to
generate good long-term
returns for our members.”
– Andrew Howard,
Chief Investment Officer

At 30 June 2018, none of our investments in unit trusts were individually valued
at more than 5% of the total market value of the assets of VicSuper Fund. There
were also no individual investments held via individually-managed mandates
valued in excess of 5% of the total market value of the assets of VicSuper Fund.
1. Please note that past performance is not a reliable indicator of future performance
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VicSuper FutureSaver
Investment options for members building their super
Cash
Net investment returns
% pa

Investment return objective2
To earn 0.75% pa above the
rate of inflation

Strategic asset allocation
%

Standard risk measure
1.61

1.92

2.85

2.87

Very low

Cash

100%

-0.02
1-yr

5-yr

10-yr

10-yr
investment
objective1

Excess
return
As at 30 June 2018

Capital Secure
Investment return objective

Net investment returns
% pa

4.09

5.27

4.89

To earn 1.5% pa above the rate
of inflation
Standard risk measure
3.62
1.27

1-yr

5-yr

10-yr

10-yr
investment
objective1

Very low

Excess
return

Strategic asset allocation
%
Cash

34.0%

Fixed income 30.5%
Real assets

14.5%

Alternatives

8.8%

Equities

12.2%

As at 30 June 2018

Capital Stable
Investment return objective

Net investment returns
% pa

To earn 2.25% pa above the
rate of inflation

7.22
5.75

5.78

Standard risk measure

4.37
1.41

1-yr

5-yr

10-yr

10-yr
investment
objective1

Low

Strategic asset allocation
%
Cash
Real assets
Alternatives
Equities

Excess
return

19.0%

Fixed income 29.0%
16.0%
11.8%
24.2%

As at 30 June 2018

Balanced
Investment return objective

Net investment returns
% pa
7.71

To earn 3.25% pa above the
rate of inflation

8.74
6.34

Standard risk measure

5.37
0.97

1-yr

5-yr

10-yr

10-yr
investment
objective1

Excess
return

Medium

Strategic asset allocation
%
Cash

7.7%

Fixed income 20.0%
Real assets
Alternatives
Equities

16.0%
14.3%
42.0%

As at 30 June 2018

1. Based on an inflation rate of 2.12% pa. 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.
2. Investment return objectives are after tax and investment expenses over rolling 10-year periods
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Investment
performance

Socially Conscious
Investment return objective

Net investment returns
% pa

To earn 3.25% pa above the
rate of inflation

9.75
7.17

6.26

Strategic asset allocation
%
Cash

Standard risk measure

6.23

Real assets

Medium

Alternatives

0.94
1-yr

5-yr

10-yr

10-yr
investment
objective1

7.7%

Fixed income 20.0%

Equities

Excess
return

16.0%
14.3%
42.0%

As at 30 June 2018

Growth (MySuper)
Investment return objective

Net investment returns
% pa

9.06

To earn 3.75% pa above the
rate of inflation

9.71
6.32

Strategic asset allocation
%
Cash

Standard risk measure
5.87

Real assets

Medium to high
0.45

1-yr

5-yr

10-yr

10-yr
investment
objective1

2.0%

Fixed income 13.0%

Excess
return

16.0%

Alternatives

17.0%

Equities

52.0%

As at 30 June 2018

Equity Growth
Investment return objective

Net investment returns
% pa
11.91

To earn 4.25% pa above the
rate of inflation

11.36
7.14

Strategic asset allocation
%

Standard risk measure

6.37

High

Alternatives

14.0%

Equities

86.0%

0.77
1-yr

5-yr

10-yr

10-yr
investment
objective1

Excess
return

As at 30 June 2018

Australian Shares
Investment return objective

Net investment returns
% pa

To earn 4.25% pa above the
rate of inflation

14.21
9.99

Strategic asset allocation
%

Standard risk measure
Equities

Very high
NA3
1-yr

5-yr

10-yr

NA3
10-yr
investment
objective1

100%

NA3
Excess
return

As at 30 June 2018

3.	The Australian Shares option was launched in 2013 so we are not able to report 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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VicSuper Flexible Income
Investment options for retired members
Cash
Investment return objective

Net investment returns
% pa

To earn 1.45% pa above the rate
of inflation

Strategic asset allocation
%

Standard risk measure
1.89

2.29

1-yr

5-yr

3.38

3.57

Very low

Cash

100%

-0.19
10-yr

10-yr
investment
objective1

Excess
return

As at 30 June 2018

Capital Secure
Investment return objective

Net investment returns
% pa

4.74

5.87

5.59

To earn 2.3% pa above the rate
of inflation
Standard risk measure

4.42
1.17

1-yr

5-yr

10-yr

10-yr
investment
objective1

Very low

Excess
return

Strategic asset allocation
%
Cash

34.0%

Fixed income 30.5%
Real assets

14.5%

Alternatives

8.8%

Equities

12.2%

As at 30 June 2018

Capital Stable
Investment return objective

Net investment returns
% pa
6.59

7.85

6.50

To earn 3.05% pa above the
rate of inflation
Standard risk measure

5.17
1.33

1-yr

5-yr

10-yr

10-yr
investment
objective1

Low

Strategic asset allocation
%
Cash
Real assets
Alternatives
Equities

Excess
return

19.0%

Fixed income 29.0%
16.0%
11.8%
24.2%

As at 30 June 2018

Balanced
Investment return objective

Net investment returns
% pa
8.61

To earn 4.15% pa above the rate
of inflation

9.53
7.13

6.27

Standard risk measure
Medium
0.86

1-yr

5-yr

10-yr

10-yr
investment
objective1

Excess
return

Strategic asset allocation
%
Cash

7.7%

Fixed income 20.0%
Real assets
Alternatives
Equities

16.0%
14.3%
42.0%

As at 30 June 2018

1. Based on an inflation rate of 2.12% pa. 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.
2. Investment return objectives are after tax and investment expenses over rolling 10-year periods
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Investment
performance

Socially Conscious
Investment return objective

Net investment returns
% pa

10.13

7.80

6.84

To earn 4.15% pa above the rate
of inflation

Strategic asset allocation
%
Cash

Standard risk measure

7.13

Real assets

Medium

Alternatives

0.67
5-yr

1-yr

10-yr

10-yr
investment
objective1

7.7%

Fixed income 20.0%

Equities

Excess
return

16.0%
14.3%
42.0%

As at 30 June 2018

Growth
Investment return objective

Net investment returns
% pa

9.92

To earn 4.65% pa above the
rate of inflation

10.59
7.10

Strategic asset allocation
%
Cash

Standard risk measure

6.77

Real assets

Medium to high
0.33
1-yr

5-yr

10-yr

10-yr
investment
objective1

2.0%

Fixed income 13.0%

Excess
return

16.0%

Alternatives

17.0%

Equities

52.0%

As at 30 June 2018

Equity Growth
Investment return objective

Net investment returns
% pa
12.69

To earn 5.15% pa above the rate
of inflation

12.34
7.95

Strategic asset allocation
%

Standard risk measure

7.27

High

Alternatives

14.0%

Equities

86.0%

0.68
1-yr

5-yr

10-yr

10-yr
investment
objective1

Excess
return

As at 30 June 2018

Australian Shares
Investment return objective

Net investment returns
% pa

To earn 5.15% pa above the rate
of inflation

15.97
11.78

Strategic asset allocation
%

Standard risk measure
Equities

Very high
NA3
1-yr

5-yr

10-yr

NA3
10-yr
investment
objective1

100%

NA3
Excess
return

As at 30 June 2018

3.	The Australian Shares option was launched in 2013 so we are not able to report 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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Inside our
investment portfolio
Our major shareholdings
The following charts show our top 20 Australian and international equities holdings at 30 June 2018.

Top 20 Australian equities holdings

% of
funds under
management

Top 20 international equities holdings

% of
funds under
management

BHP Billiton Limited

0.8%

Samsung Electronics Co. Limited

0.7%

Commonwealth Bank of Australia

0.8%

Taiwan Semiconductor

0.5%

Australia & New Zealand Banking Group

0.8%

Microsoft Corporation

0.5%

Westpac Banking Group

0.7%

Apple Incorporated

0.5%

National Australia Bank Limited

0.6%

Alphabet Incorporated

0.4%

CSL Limited

0.6%

Amazon.com Incorporated

0.3%

Wesfarmers Limited

0.4%

Tencent Holdings Limited

0.3%

Woodside Petroleum Limited

0.4%

HDFC Bank Limited

0.3%

Macquarie Group Limited

0.3%

Visa Incorporated

0.3%

Woolworths Group Limited

0.3%

Facebook Incorporated

0.2%

Rio Tinto Limited

0.3%

Nestle SA Reg

0.2%

Origin Energy Limited

0.3%

iShares MSCI India ETF

0.2%

Transurban Group

0.3%

Unilever NV

0.2%

Sydney Airport Holdings Pty Limited

0.3%

Alibaba Group Holding

0.2%

Qantas Airways Limited

0.2%

Wells Fargo & Co.

0.2%

Fletcher Building

0.2%

Roche Holding AG

0.2%

Bluescope Steel Limited

0.2%

AIA Group Limited

0.2%

Aristocrat Leisure

0.2%

Johnson & Johnson

0.2%

South32 Limited

0.2%

Citigroup Incorporated

0.2%

Contact Energy Limited

0.2%

Naspers Limited

0.2%

The investment managers we use
Our investments are managed by external investment managers. We select these managers for their unique skills and
their particular areas of expertise. Each external manager is assessed on an ongoing basis against relevant benchmarks,
and their performance is reported to our Investment Committee and Board regularly. The following table is a list of our
investment managers, including those who manage our investments through an investment vehicle, as at 30 June 2018.
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Asset class

Type of investment

External investment managers

Equities

Australian listed equities
An investment in part of a company
listed on the Australian share market.

AB Global Investment Management
BlackRock Investment Management
Colonial First State Global Asset
Management*

Ellerston Capital*
Vinva Investment
Management
WaveStone Capital*

International equities
An investment in part of a company
listed on an overseas share market.

Analytic Investors
Colonial First State Global Asset
Management
C Worldwide Asset Management
Generation Investment Management

Global Thematic Partners
Sanders Capital
State Street Global
Advisors
Vanguard Investments

Global listed emerging
market equities
An investment in part of a company
listed on an overseas share market in
an emerging economy.

Acadian Asset Management*
AB Global Investment Management
Martin Currie

VicSuper

OUR
APPROACH

	
vicsuper.com.au/investments/investment-strategy/
investment-managers-selection

Asset class

Type of investment

External investment managers

Alternatives

Alternatives
An investment in part of Australian
and international private companies
that are not listed on any share
market.

Aspect Capital Limited*
Cleantech Australia Fund Management
Partnership
Emerald Cleantech
Generation Investment Management
Industry Funds Management

Real assets

Property
Investments in Australian and
international retail, commercial,
industrial, or domestic property,
usually via unlisted property trusts,
although the Fund may also invest in
listed property trusts.

AMP Capital Funds Management*
Invesco*
Investa Property Group
Stride Property Limited
TH Real Estate*
Vicinity Centres

Australian infrastructure
Investments in Australian ports,
airports, roads, hospitals and other
assets that provide essential services
within a community.

HRL Morrison & Co (Australia) Pty
Limited
Industry Funds Management
Palisade Investment Partners Limited

Global infrastructure
Investments in international ports,
airports, roads, hospitals and other
assets that provide essential services
within a community.

Colonial First State Global Asset
Management *
Industry Funds Management
Infrastructure and Real Assets*
QIC Limited

Agriculture
Investments in agriculture, including
land and water assets, primarily
located in northern Victoria.

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

Timber
Investment in timber assets (mainly
plantation timber or managed
forests) managed for production of
pulp, chip, sawn timber and
higher-value wood products.

Campbell Global*
Stafford International

Australian fixed interest
Investments in debt securities issued
by Australian governments, semigovernment agencies and
corporations that provide fixed
yields over an agreed period of time.

Ardea Investment Management*
Blackrock Investment Management
Members Equity Portfolio Management

International fixed interest
Investments in debt securities issued
by international governments,
semi-government agencies and
corporations that provide fixed
yields over an agreed period of time.

Blackrock Investment Management
Colchester Global Investors
Payden & Rygel
Wellington Management Company*

Cash
Investments held in bank bills and
short-term deposits (for periods of
12 months or less) with banks and
other financial institutions.

Blackrock Investment Management

Fixed
income

Cash

*Appointed during the reporting period

Invesco*
Metrics Credit Partners
Payden & Rygel
Performance Equity
Management
ROC Partners
Wellington Management
Company
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Our commitment to
responsible investing
We’re committed to investing our members’ savings responsibly,
so that we’re better positioned to generate long-term value and
help provide our members with peace of mind and financial
security in retirement.

Worked with
Colonial First State
to incorporate
sustainability
principles into
property investments

Helped found Investor
Group on Climate
Change

Commenced
company
engagement

2003
2002

2005
2004

Became a Carbon
Disclosure Project
(CDP) signatory

Commenced voting
on our equities
portfolio
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Joined the Principles
for Responsible
Investment and
United Nations
Environment Program
Finance Initiative

Emissions reported in
member statements

First reported
emissions intensity of
equities portfolio

2007
2006

100% of electricity
purchased from
renewable sources

400 million litres of
water transferred to
restore Victorian
wetlands and deliver
returns to members

2009
2008

Invested in Future
Farming Landscapes

2010

Commenced ‘Carbon
Aware’ mandate

VicSuper operations
went Carbon Neutral

OUR
APPROACH

‘Socially
Conscious’
‘Socially
Conscious’
option
launched
option
launched

Portfolio
climate
Portfolio
climate
riskrisk
scenario
analysis
andand
scenario
analysis

Commenced
Commenced
environmental,
social Initiated
environmental,
social
Initiated
Climate
Climate
andand
governance
andand
governance
Investments
Strategy
Investments
Strategy
mandate
mandate

Climate
change
Climate
change
included
in VicSuper's
included
in VicSuper's
Governance
Governance
Divested
of tobacco
Divested
of tobacco
Framework
Framework

2012
2012
2011
2011

Signed
Montreal
Signed
Montreal
Pledge
Pledge

2014
2014
2013
2013

Environmental,
social
Environmental,
social
governance
andand
governance
factors
now
included
factors
now
included
in fixed
interest
in fixed
interest
investments
investments

2020
RI and
Climate
2020
RI and
Climate
Change
Strategies
Change
Strategies
launched
launched

Engagement
Engagement
andand
proxy
voting
priorities
proxy
voting
priorities
identified
identified

2016
2016
2015
2015

Helped
found
Helped
found
thethe
Future
Economy
Future
Economy
Group
Group

Recognised
AODP
Recognised
by by
AODP
asglobal
a global
leader
as a
leader
in climate
in climate
riskrisk
management
management

2018
2018
2017
2017

Research
Research
andand
development
development
forfor
‘Socially
Conscious’
‘Socially
Conscious’
investment
option
investment
option

Responsible
Responsible
Investment
Investment
andand
Climate
Change
Climate
Change
Beliefs
updated
Beliefs
updated
andand
RI Policy
released
RI Policy
released

Supported
climate
Supported
climate
change
shareholder
change
shareholder
resolutions
resolutions

Invested
in International
Invested
$1b$1b
in International
Equity
Customised
Equity
Customised
Carbon
Strategy
Carbon
Strategy
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Our commitment to
responsible investing

Active
Ownership

Influencing companies
through engagement and
voting

Member
Choice

ESG
Integration
Including ESG risks in
investment decisions

Sustainable
Outcomes

Providing investment
options that exclude
particular sectors eg
fossil fuels, weapons

Allocations to
sustainability themes
including renewables and
green property

Tra
ns

pare

or
n cy a n d Re p

ti n

g

material negative impact on our
portfolio due to its impact on the
environment and society, and that it
is incumbent on us to manage the
financial risk in our portfolio resulting
from climate change.
During the year we updated our
responsible investment and climate
change beliefs, based on input
gathered through an in-depth survey
and workshop with our Board. These
beliefs are set out in more detail in
our newly developed Responsible
Investment Policy.

How we approach responsible
investment
VicSuper undertakes responsible
investment for all asset classes with
the exception of cash. Our approach
to responsible investment is based
on four pillars – environment, social
and governance (ESG) integration,
active ownership, member choice
and investing in sustainable
outcomes.

ESG integration

PRI A+ rating

Our responsible
investment beliefs

This year, we achieved an A+
rating for our Responsible
Investment Strategy and
Governance from the PRI. We
also recorded significant
improvements for
implementation of responsible
investment related to Listed
Equities, Fixed Income - SSA
and Active Ownership,
resulting in A+ or A ratings
across the board. PRI is an
independent body and the
world’s leading advocate for
responsible investment
supported by (but not part
of) the United Nations.

VicSuper’s responsible investment
beliefs are integral to the broader
investment beliefs that direct our
investment approach. Not only are
they consistent with our objective of
optimising members’ retirement
savings and incomes, we believe that
responsible investment also
positively contributes to the type of
world our members want to retire in.
As a super fund we’re a long-term
investor. We hold a representative
sample of global markets and are
therefore exposed to financial costs
associated with societal issues such
as environmental damage, modern
slavery, corruption and disease.
We believe that taking active
responsibility for our portfolio helps
us to identify and manage risks and
enhance returns for our members.

 icsuper.com.au/
v
pritransparencyreport

In particular, we believe that climate
change has the potential to have a
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We believe that integrating ESG
factors into our investment processes
helps to protect the long-term value
of our members’ retirement savings.
Because we use external investment
managers to invest our members’
retirement savings on our behalf, it’s
important to us that our investment
managers share our beliefs. Through
our supplier due diligence process
we select managers who are able to
demonstrate a strong approach to
ESG integration, and then monitor
their progress through regular
reporting and review meetings.

 icsuper.com.au/investments/
v
responsible-investment
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Active ownership

Member choice

Active ownership involves influencing
the activity or behaviour of investee
companies. For listed equities, we do
this by engaging with the companies
we invest in, and voting our eligible
shares. Our engagement and voting
activities focus on five key areas:

Many of our members want to align
the way their super savings are
invested with their own social and
environmental values. Our Socially
Conscious investment option
incorporates a wide range of explicit
social and environmental objectives.
It aims to help our members:

• governance
• climate change
• human rights
• gender equity and
• natural capital.
Engagement involves meeting with
representatives of an investee
company, usually members of the
board or executive, in order to
advocate for change. Engagement
can positively influence company
behaviour and performance and
support the achievement of longterm shareholder value. VicSuper
undertakes company engagement
indirectly through service providers
because we believe this approach
maximises our voice and influence.
In 2017/18, we engaged with more
than 600 companies on more than
1,700 issues.
As a shareholder in the majority of
top listed companies in Australia and
overseas, we’re entitled to vote on
resolutions proposed at shareholder
meetings. We’re committed to voting
on all resolutions, and last year we
voted on more than 26,000 items at
more than 2,200 company meetings.
Voting provides us with the
opportunity to express our views to
management, which may involve
voting against management. During
the year we supported a number of
shareholder resolutions, including
climate resolutions at BHP, Rio Tinto,
QBE and Santos, and a human rights
resolution at Woolworths. We also
voted against the re-election of
directors of AMP following the
Financial Services Royal Commission.

• t ake 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
• minimise social harm by not
investing in companies that are
materially involved in activities that
potentially cause social harm, for
example tobacco production,
alcohol, gambling, controversial
weapons, civilian firearms, adult
entertainment and genetically
modified organisms
• p
 rotect human rights, labour rights
and the environment by not
investing in companies that have
been involved in severe incidents
and/or controversies, or have been
found to not be adhering to widely
accepted global conventions.
These exclusionary screens apply to
the Australian and international
equities components of the Socially
Conscious investment option.
Investments across the other asset
classes apply an ESG integration
strategy, with the exception of cash.

25%
of portfolio engaged on ESG
issues

11%

Asset Owner
Stewardship
Code
VicSuper is proud to have
recently become one of the
first signatories to the
Australian Asset Owner
Stewardship Code, developed
by the Australian Council of
Superannuation Investors
(ACSI). We’re committed to
using the tools of
engagement and voting to
influence company behaviour
for the benefit of companies,
our members and wider
society. Our Stewardship
Statement explains how we
adhere to the Code principles.
 icsuper.com.au/
v
stewardshipstatement

Climate Action
100+
VicSuper is collaborating with
more than 280 investors, with
a combined total of nearly
US$30 trillion in assets under
management, to engage the
world’s largest greenhouse
gas-emitting companies to
act on climate change.
Through the Climate Action
100+ initiative, VicSuper is
engaging with investee
companies to reduce
emissions in line with the
goals of the Paris Agreement,
and to strengthen governance
practices and financial
reporting on climate change.

of votes against management
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Our commitment to
responsible investing
Investing in sustainable outcomes
As a long-term investor, we have a vested interest in the sustainability of the global economy. Ultimately, if our
members’ retirement savings are to prosper and grow, the economy, society and the environment need to be healthy
and productive. At June 2018 we had a record $1 billion invested in assets that have environmental and social benefits.
Below we’ve provided snapshots of some of the new investments we made this year.

SDGs contributed to:
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International Equity Customised Carbon Strategy

Ross River Solar Farm

Amount invested: $1 billion

Amount invested: $24 million

A listed equity investment developed specifically for
VicSuper that aims to deliver a 70% reduction in
greenhouse gas emissions intensity and 50% reduction
in fossil fuel reserves against its benchmark.

A new 148MW solar farm located 20km south west of
Townsville. Using over 400,000 solar panels it will power
at least 50,000 houses and save 220,000 tonnes of
greenhouse gas emissions.

Infrastructure

Real Estate

Amount invested: $24 million

Amount invested: $400 million

Investments in Finerge and Scandlines through First
State Investments European Diversified Infrastructure
Fund II. Finerge is the second largest operator of onshore
wind energy production in Portugal with 27 wind farms,
generating 4% of Portugal’s electricity demand.
Scandlines operates ferry routes connecting Denmark
and Germany using a fleet of customised hybrid
(electric-diesel) vessels.

Investments in Invesco Core Real Estate (US), a market
leader in real estate sustainability and TH Real Estate
European Cities Fund, which has a target of 30%
reduction in energy intensity by 2030. Both are market
leaders in ESG integration.

VicSuper

How we’re addressing
climate change

OUR
APPROACH

We believe climate change is one of the single greatest priorities
facing our global community. Accordingly, it’s one of our key priorities
when it comes to engaging with the companies we invest in.

We’re actively engaging on
climate change
VicSuper invests across global
economies. We believe we have a
role to play in engaging with the
companies we invest in to help drive
the transition to a low-carbon
economy. Climate change is one of
our priority engagement objectives,
which reflects its importance to us
and our members. We encourage the
disclosure of climate change risks
and opportunities in accordance with
Task Force on Climate-related
Financial Disclosures (TCFD)
recommendations.

VicSuper’s Climate Change
Report
Because we expect the companies
we invest in to disclose in accordance
with the TCFD, it is only right that
our members and other stakeholders
would expect the same from us. This
year, we have prepared our own
report which outlines our approach
to the management of climate
change risk.
	
vicsuper.com.au/
climatechange2018

Climate change strategy
We recognise that climate change
has the potential to have a material
negative impact on our investment
portfolio due to its impact on the
environment and society, and that it
is incumbent on us to manage the
financial risk in our portfolio resulting
from climate change, on behalf of
our members. That’s why we’re
aligning our investments with a
pathway towards a low-carbon
economy.
Our approach to the management of
financial risks due to climate change
is explained in our Climate Change
and Investments Strategy. The key
objective of this strategy is to make
sure our investment portfolio is
resilient and adaptive to climate risk.
On an annual basis, we conduct
stress testing of the portfolio against
a range of climate change scenarios.
Overall, this stress testing has
indicated that our investment
portfolio and direction of our current
investment strategy is appropriate
for managing the risk of climate
change and that we can continue to
take action in conjunction with the
wider investment strategy.

We measure the greenhouse gas
emissions (carbon) intensity of our
equities investments every year. At
June 2018, our equities investments
represented $10.7 billion
(approximately 51% of our total
portfolio), and had a weighted
average carbon intensity of
239 tonnes of CO2e/A$M1.

“One of the most significant, and
perhaps most misunderstood,
risks that organisations face
today relates to climate
change… The large-scale and
long-term nature of the problem
makes it uniquely challenging,
especially in the context of
economic decision making.”
The Task Force on Climate-related
Financial Disclosures

VicSuper Senior Portfolio Manager, Kevin Wan Lum and
Kim Farrant, Portfolio Manager - Responsible
Investments, inspecting the Ross River Solar Farm.

1. Based on analysis commissioned by VicSuper and conducted by S&P Trucost
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Our role in the
community
Helping our members achieve a better quality of life in retirement
isn’t just about managing money in a responsible way – it’s also
about being a good corporate citizen.

Taking a responsible approach
We’re committed to playing an
important role in helping to ensure
our members can enjoy their
retirement in a world they want to
live in, and we know our members
expect this of us, too. But we
recognise that achieving this is about
much more than just money – it’s
also about being a positive member
of the communities we operate in
and our society as a whole.
Within our Fund, VicSuper’s
Corporate Responsibility
Commitments help us to maintain
understanding and respect for our
broader social and environmental
context. We consider the real-world
impacts and risks associated with our
activities and investment decisions, as
well as the financial outcomes. We
believe it’s part of being a good
corporate citizen, but it’s also integral
to being a progressive, responsible and
future-focused Fund.
In the community, our advocacy
work reflects our belief that all
Australians, VicSuper members or
otherwise, should have access to a
fair super system. We work with a
number of partners and programs to
actively contribute research, financial
support, expertise and input into
relevant policy formations.

National Financial
Literacy Strategy
Coordinated by the Australian
Securities and Investments
Commission, the National Financial
Literacy Strategy is a framework for
collective action aiming to improve
the financial wellbeing of Australians
by advancing their financial literacy
and capability. Several VicSuper
programs support this national
strategy, such as our Workplace Job
Transition Program which offers
support for members who may be
experiencing retrenchment, and
Beeline, our online guidance and
advice tool (you can read more
about Beeline on page 29 of this
report). Other programs include:

Super Woman Money Program

The Super Woman Money Program
was launched in 2012 to address the
super gender gap. This five-week
program addresses financial issues
specific to women so they can
increase their sense of financial
empowerment and confidence and
take greater control of their finances.
We hosted 738 participants in the
program this year.
www.superwomanmoney.com.au

SDGs contributed to:

Financial Fitness Program
We also offer a Financial Fitness
Program for employers to provide for
their employees. This digital program
is offered to employers as part of
their Employer Engagement Plan
with VicSuper. We delivered the
program for three employers this
year, providing financial education,
information and motivation for over
200 employees.

Financial Inclusion Action Plan
The Financial Inclusion Action Plan
(FIAP) is a national collaboration
bringing together 30 leading
organisations from all sectors, to
develop an action plan for driving
financial wellbeing and inclusion
across the Australian community.
Building on our existing programs
that promote financial inclusion for
vulnerable groups, our FIAP identifies
further opportunities to collaborate
and align with the objectives of the
National Financial Literacy Strategy.
	
goodshepherdmicrofinance.
org.au/services/financialinclusion-action-plans-fiap/

Make Super Fair
VicSuper is collaborating with
Women in Super on the Make Super
Fair campaign. The campaign calls
on government to take actions to
close the super gender gap. The
policy recommendations through
this initiative include:
• a
 n annual $1,000 government
contribution for low income
earners (male and female)
• p
 aying super on parental leave
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• r emoving the rule that those
earning less than $450 a month
don’t receive super.

Reconciliation Action Plan
We have begun work drafting our
first Reflect Reconciliation Action
Plan. We expect to begin
implementation in 2019. Our aim is to
investigate ways to address some of
the issues that Aboriginal and Torres
Strait Islander members face when
engaging with super, with the hope
that this leads to better retirement
outcomes for these members.

Students in Melbourne’s west
planting trees as a part of the
Trees for Schools initiative.

Community Connect
Our Community Connect program
benefits the local Victorian
community through a range of
programs aimed at connecting our
business to the world around us.
During the year we supported a
number of community initiatives
including the Women in Super
Mother’s Day Classic in support of
breast cancer research, Melbourne City
Mission’s Sleep at the G, and Trees for
Schools run by Greening the West

SDGs contributed to:

Submissions and endorsements
We believe it’s important to align
the operation of the financial
system and regulatory policy with
the interests of our members. We
encourage this alignment through
submissions to government,
contributing to research and
industry, and media campaigns.
Recent advocacy activities
include:
• W
 e joined over 150 investors
with more than $81 trillion in
assets under management,
supporting the Task Force on
Climate-related Financial
Disclosures (TCFD) and
encouraging companies to
disclose their climate change
risks and opportunities in
accordance with the TCFD
recommendations.
• W
 e signed the 2018 Global
Investor Statement to

Governments on Climate
Change in advance of the G7
summit in Canada.
• W
 e became a signatory to the
Insurance in Super Voluntary
Code of Practice as a public
expression of our long-standing
commitment to members to
make every effort in our design
for automatic (default) death,
total and permanent
disablement, and income
protection insurances so they
are appropriate and affordable,
considering all aspects of our
membership.
• In July 2018, we became a
signatory to the Asset Owners
Stewardship Code. Developed
by the Australian Council of
Superannuation Investors, the
code seeks to increase the
disclosure and management of
stewardship activities.
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How our Fund
is governed
The long-term success of our Fund depends on effective management
and a robust governance framework, underpinned by a commitment
to exceptional corporate governance policies and practices.

Governance framework
VicSuper’s management and
governance structure is headed by
our Board of Directors and Executive
team. The Executive team is
responsible for the daily
management of our operations
through team members’ respective
operational functions. Those in the
Executive team are responsible for
the translation of VicSuper’s strategy,
policies, risks, budgets and
performance set by the Board in
their areas of responsibility.
Our Board of Directors plays a critical
role in overseeing the governance
and accountability of the Fund. The
Board also develops the long-term
view on VicSuper’s value creation
and takes into account relevant
stakeholder interests in consultation
with the Executive team. The Board’s
roles and responsibilities are outlined
in our Board Charter and formal
Code of Conduct, which together
cover personal qualities, conduct,
duties and VicSuper’s core values.
The Board also has three standing
committees which support the
discharging of their duties: the Audit,
Compliance and Risk Management
Committee, the Investment
Committee, and the Remuneration
and Renewal Committee. Two other
steering committees exist to support
the Board with key decisions related
to particular elements of the
strategy: the Merger Steering
Committee and the Strategic Growth
Steering Committee.
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Board composition
and nomination
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.

Board remuneration and review
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.
An annual evaluation of the Board
and Directors was undertaken by an
operationally independent third party
during the reporting period. An
annual performance evaluation of
our Executive team was also
conducted as a part of our internal
performance management process.
We have openly and transparently
disclosed Board and Executive
remuneration information to our
stakeholders for a number of years.
Our Board Remuneration and
Renewal Committee works closely
with management to adopt bestpractice remuneration
principles across VicSuper.
	
vicsuper.com.au/about-us/
m
 anagement-and-governance
/board-of-directors
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Board areas of focus
In 2017/18 the Board focused on the adoption of requirements from the Australian Institute of Superannuation Trustees
Fund Governance Code, and continues to monitor regulatory development in the area of director independence.
The Board is focused on directors’ skills and succession planning, and governance improvements that can be made.
Looking ahead, the outcomes of the Financial Services Royal Commission and Productivity Commission will be key
priorities, as well as embedding the integrated thinking initiative into VicSuper’s operating model.
Board committee

Members at 30 June 2018

Areas of focus during the reporting period

Audit, Compliance and Risk
Management Committee
Assists the Board in the review
of the effectiveness of its financial
reporting, risk management
and compliance frameworks

Merran Kelsall (Chair)
Colin Long
Gabrielle Bell
Antoinette Masiero

 versight over the continued
• O
improvement of VicSuper’s Risk
Management Framework and the
effectiveness of VicSuper’s control
environment
• O
 versight of annual budget and planning
processes, including reviews of the
Financial Statements and external audit
reports
 versight of VicSuper’s internal audit and
• O
compliance frameworks and reporting

Investment Committee
Assists the Board in fulfilling
its responsibilities in relation to
investment risks, performance
and compliance

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

• D
 etailed strategic investment review
including an assessment of the resilience
of the investment structure under the
scenario of a lower-return investment
environment over a medium-term
outlook
• F
 ocus on enhancing the diversification of
the investment structure by increasing
the exposure to real assets (property,
infrastructure, timber and agriculture)
and alternative investment strategies
• R
 eview and subsequent refinement of
our responsible investment beliefs
including the development of the Fund’s
Responsible Investment Policy
• F
 urther incorporation of ESG factors
within the investment structure, best
illustrated by the development of an
international equity customised carbon
strategy

Remuneration and Renewal
Committee
Assists the Board in the application
of sound policies and practices in
the remuneration of relevant
persons and board renewal

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

• R
 eviewed and endorsed Executive
remuneration and performance-based
pay outcomes
• O
 versight of the development of an
overarching People strategy
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How our Fund
is governed

The VicSuper Board of Directors

Christine Stewart
Chair
Member Director

Wayne Kayler-Thomson
Deputy Chair
Employer Director

Gabrielle Bell
Employer Director

Patricia Faulkner
Employer Director

Nominating body:
Australian Education
Union

Nominating body:
Victorian Chamber of
Commerce and Industry

Nominating body:
Victorian Public Sector
Commission

Nominating body:
Department of
Education and Training

Merran Kelsall
Employer Director

Colin Long
Member Director

Bill Lyons
Member Director

Antoinette Masiero
Member Director

Nominating body:
Victorian Public Sector
Commission

Nominating body:
Victorian Trades
Hall
Council by gender
Membership

Nominating body:
Community and Public
Sector Union

Nominating body:
Australian Education
Union

Membership by gender

Membership by tenure

Female
Male

5
3

0–3 years
4–7 years
8+ years

You can find out more about our Board of Directors on our website, including Board meeting and committee
attendance, Board skills and remuneration disclosures.
	
vicsuper.com.au/about-us/management-and-governance/board-of-directors
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Acting ethically
and with integrity

OUR
APPROACH

An important part of our overall corporate governance is to operate
ethically and respectfully. Our members, employers and broader
stakeholders trust us to do the right thing and we take this
responsibility seriously.

Code of Conduct
Our Code of Conduct sets out the
behaviours against which we expect
to be held accountable in pursuit of
our vision and our strategic priorities.
The Code sets out our values and
guiding principles for our people to
help make good decisions and stay
member-focused. All new team
members are provided with training
on the Code as a part of their
onboarding process.
All VicSuper team members are
responsible for knowing and
following the ethical, legal, and policy
requirements that apply to their jobs
and for reporting any suspected
violations of law or our Code. Our

executives and managers are
accountable for creating and
promoting a workplace environment
in which compliant and ethical
conduct are expected and
encouraged.

Whistleblowing
We encourage our people to take
action if they have any concerns
about unethical, illegal or improper
behaviour. Our Whistleblower
Protection Policy is supported by
a confidential reporting process
through our General Counsel or
anonymously through an
independent service provider.
We have had no whistleblower
reports over the past year.

Privacy
Maintaining the privacy of our
members’ information and data is
of utmost concern to us. With more
and more of our services moving to
a digital experience, digital trust is
central to our member relationship.
We use a combination of technical
solutions, security controls and
internal processes to protect
members’ personal information
and our network from unauthorised
access.
In the 2017/18 financial year, we did
not receive any substantiated
complaints1 regarding breaches
of member privacy or losses of
member data.

Member complaints
and concerns
We have dedicated member
services and in-house legal teams
to help us manage complaints
and concerns received from
members. Over the past year,
we received 85 general
complaints on a number of issues
including administrative errors
and product rules.
As at 30 June 2018, we had
29 active cases at the
Superannuation Complaints
Tribunal, the courts and the
Financial Ombudsman Service.
VicSuper takes all complaints
seriously and we are working
hard to engage with our
members and resolve these
issues as swiftly as possible.
1. Substantiated complaints are written statements by a regulatory or similar official body addressed
to the Fund that identify breaches of customer privacy.
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Creating a great
place to work
Helping our members achieve a great experience in
retirement starts right here in VicSuper, with achieving
a great experience for our people.

86%
of team members surveyed are
proud to work for VicSuper

78%
of team members surveyed
would recommend VicSuper as
a great place to work

“My role is about supporting
everyone through their entire
employment at VicSuper. It’s
incredibly satisfying knowing
that what I do has in some way
enabled a colleague’s career, and
that their performance at work
has impacted the overall
VicSuper strategy”
“Having personal values that
align with your workplace is so
important. I see that continually
as my colleagues put the member experience first.”
– Jenn Knight,
Manager People Operations
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A collaborative,
member-focused culture

• introduction of local, team-based
reward and recognition programs

The VicSuper values of passion,
integrity, responsibility, innovation,
and community guide the way we do
things. Our values underpin our
collaborative, member-focused
culture that defines who we are and
what we stand for.

• implementation of local, quarterly
gatherings to celebrate team
milestones and achievements

Our team is essential to the longterm success of our Fund, and
without them, we simply couldn’t
achieve our vision to be Australia’s
leading retirement partner. Creating a
great place to work isn’t about the
‘warm and fuzzy’, it’s about creating
a meaningful and purposeful overall
work experience for our people, so
that we can then achieve meaningful
partnerships with all our
stakeholders.
Our annual VicSuper Voice survey
provides our team with an
opportunity to share their thoughts
on how they’re experiencing working
at VicSuper. It provides us with
insights into what’s important to our
people, and helps us identify any
areas that may need attention and
action. Our overall engagement
score this year was 67%, which is
slightly below the industry
benchmark of 70%.
While our team remain confident in
our people leaders and are highly
engaged with the VicSuper values,
we know we need to do more to
continually evolve our development
opportunities and to provide
appropriate recognition. We’ve
implemented a number of programs
and initiatives to help us achieve this,
including:

• expansion of employee benefits
with corporate discount offerings.

Building the capabilities
of our team
We continue to focus on developing
the capabilities of our team and
supporting career development and
ongoing learning – because we know
that engaged team members with
the right skills are better able to
serve our members.
We’ve developed an organisational
capability model that’s expected to
be rolled out in late 2018. The model
articulates and shapes the skill sets
required to deliver both current and
future Fund objectives. Importantly, it
will enable us to customise our
learning and development programs
to match.
Senior leaders at VicSuper undertook
individual effectiveness and
breakthrough performance
workshops during the year, which are
aimed at getting the best from our
leaders. Additionally, customised
professional development for people
leaders was also implemented.

Compliance training
Over the last couple of years we’ve
focused on strengthening the risk
culture within our workplace. To
make sure that our whole team
understands our compliance
obligations, internal compliance and
risk training is undertaken on a
regular basis for all team members.

OUR
TEAM

Asylum Seeker
Pathways Project

Farhad Ganje and Erfan Yari, VicSuper
Administrators and former participants
of the Asylum Seeker Pathways Project.

It’s delivered via online modules and
includes topics covering fraud
awareness, ethics, privacy and
anti-money laundering.
Training was also 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 our Fund and promotes
accountability and transparency.
Employees who provide financial
advice also receive additional,
ongoing training in line with the
requirements outlined in our AFSL
Implementation Framework.
Continuing professional development
enables our planners to provide
great advice in line with the latest
legislation and any rule changes.
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 directors. In
October 2017 fraud prevention
training was conducted by PwC and
all eight directors attended the
training.

Diversity and inclusion
at VicSuper
We value diversity and inclusion and
the benefits they bring to our Fund.
We believe the diversity of our
people should reflect the diverse
backgrounds of our members.
We pay particular attention to
gender diversity as we recognise that
the majority of our members are
female. We continue to monitor our
gender statistics and, overall, we’re
pleased with our mix. Female
representation across VicSuper
remains strong at 46%. The gender
balance across different levels of our
operations varies, but we have equal
representation across the senior
leadership level (Executive and
Board) of the Fund.

The Asylum Seeker Pathways
Project (ASPP) aims to address
the disadvantage experienced by
young people seeking asylum in
Australia, by brokering
scholarships and supported job
placements. Through our
involvement in the program last
year, we welcomed two trainees
into the VicSuper team. We’re
delighted to announce they have
both successfully transitioned to
permanent employment with
VicSuper, and we’ve now
engaged a third trainee during
this reporting period.
In further support of this fantastic
program, VicSuper was pleased
to host a superannuation industry
Leaders’ Luncheon, to help
promote ASPP to our peers. Our
CEO Michael Dundon and
VicSuper Director, Colin Long,
shared some of the insights and
benefits of VicSuper’s ASPP
experiences with CEOs and
leaders from 10 other super
funds.

SDGs contributed to:

Each year, VicSuper submits a full
report to the Workplace Gender
Equality Agency providing a profile
of our workforce and the processes
we have in place to promote gender
equity. We remain committed to
achieving gender equity at VicSuper
and have a range of programs and
engagement initiatives in place to
help us achieve it, such as best
practice paid parental leave that
includes superannuation
contributions during leave, flexible
working arrangements, and job
sharing.
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55

Our people

297

VicSuper workforce
by classification level and gender
VicSuper workforce
by classification level and gender

our total workforce

58

Male

Female

Male

Female

58
40
32

40

32

23

33

33

33

33

33

33

23
5

46% 54%
female

22

10

4

10

22

4

5
4
Level 1

Level 2

Level 3

Level 4

4
Level 5

Senior

Level 1

Level 2

Level 3

Level 4

Level 5

Senior

male

14

VicSuper workforce
by employment contract
and gender

VicSuper workforce2
by employment type and gender

employees were
on parental leave

17.5%

turnover1

Permanent male employees
Fixed-term male employees
Permanent female employees
Fixed-term female employees

152
8
126
11

Full-time male employees
Part-time male employees
Full-time female employees
Part-time female employees

144
8
98
28

Our total workforce by region and gender
Males

Females

Total

138

121

259

Blackburn

6

8

14

Bendigo

7

1

8

Traralgon

1

4

5

Geelong

8

3

11

Melbourne CBD

1. Turnover calculated as all permanent employees
separations at 30 June 2018 as percentage of the YTD
average number of permanent employees
2. Includes permanent employees only
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Annual financial
statements

MANAGING
OUR FINANCES

Prudent and transparent management of our financial position
sets the foundation for upholding the trust that’s placed in us by
our members and other stakeholders.

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
0.30% was lower than last year and
lower than planned.

Reserves
The General Reserve increased by
28% for the year to $102.4 million,
which is 0.49% of Net Assets as at
June 2018. The Operational Risk
Reserve increased by 8% for the year
to $47.8 million, which is 0.23% of
Net Assets as at June 2018, 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
Operational Risk Reserve meets our
legislative requirements and aims to
cover operational risks. The General
Reserve and Operational Risk
Reserve are invested in accordance
with VicSuper’s Reserving Policy
with the key objective of capital
preservation and liquidity.

Tax

Indemnity insurance

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

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.

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.

VicSuper holds an Australian
Financial Services Licence (AFSL)
and a Registrable Superannuation
Entity (RSE) Licence, which require
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. No
significant fines or non-monetary
sanctions for non-compliance with
laws and regulations were imposed
during the year.

Annual Report 2018

57

Annual financial
statements
VicSuper’s abridged financial statements are set out below. You can request the Fund’s full audited accounts and the
auditor’s report by contacting our Member Centre.

Balance of the Reserve Account as at 30 June 2018

Balance of the Reserve Accounts
As at 30 June
2018

General Reserve

2016

Closing
balance
$m

%
on closing
Net Assets

80.1

22.3

-

102.4

0.49%

44.2

3.6

-

47.8

0.23%

124.3

25.9

0.0

150.2

0.73%

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%

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%

71.3

28.2

0.0

99.5

0.61%

Operational Risk Reserve
(ORR)
2017

Transfer to the Transfer (to) ORR
Reserve including from the General
Opening
Reserve
balance earnings on Reserve
$m
$m
$m

Summary financial accounts
Summary Statement of Financial Position as at 30 June 2018
2018
$’000

2017
$’000

21,219,984

19,107,338

Assets
Investments
Other assets
Total assets

158,826

171,483

21,378,810

19,278,821

302,089

301,286

Less liabilities
Income tax liabilities
Other liabilities
Total liabilities
Net assets available for member benefits

127,411

252,025

429,500

553,311

20,949,310

18,725,510

20,799,037

18,601,169

Represented by
Member liabilities
Equity (Reserves)
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150,273

124,341

20,949,310

18,725,510

MANAGING
OUR FINANCES

Summary Income Statement for the financial year ended 30 June 2018
2018
$’000

2017
$’000

1,707,000

1,826,479

702

3,408

1,707,702

1,829,887

Investment expenses

42,202

40,061

Administration expenses

63,857

57,456

106,059

97,517

1,601,643

1,732,370

Revenue
Investment revenue
Other revenue
Total revenue
Less expenses

Total expenses
Operating results before income tax
Income tax expense on investment revenue and expenses
Operating results after income tax
Less net benefits allocated to and changes in member liabilities
Operating results net of tax and benefits allocated to members
Less earnings attributable to reserves
Balance transferred to the General Reserve

(93,327)

(104,581)

1,508,316

1,627,789

(1,482,384)

(1,603,009)

25,932

24,780

4,614

4,680

21,318

20,100

Summary Statement of changes in Member Benefits for the financial year ended 30 June 2018

Opening balance
Contributions and transfers from other funds
Less income tax expenses on net contributions
Net after tax contributions
Increase in members’ account balances
Closing balance

2018
$’000

2017
$’000

18,601,169

16,111,731

2,038,360

2,191,376

(156,415)

(147,998)

1,881,945

2,043,378

315,922

446,060

20,799,036

18,601,169

vicsuper.com.au/financialstatements2018
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Visit us

Level 9
171 Collins Street
MELBOURNE VIC 3001

Ballarat | Bendigo | Blackburn |
Geelong | Melbourne CBD |
Traralgon
Monday to Friday
8:30am-5pm

GPO Box 89
MELBOURNE VIC 3001

Call our Member Centre
1300 366 216
Monday to Friday
8:30am-5pm
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vicsuper.com.au

vicsuper.com.au/mobileapp

