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AIST

The Australian Institute of Superannuation Trustees is a national not-for-profit organisation whose
membership consists of the trustee directors and staff of industry, corporate and public-sector funds
in Australia, as well as New Zealand and Pacific Islands funds. Most AIST member funds adopt an
equal representation governance structure.
AIST is a Registered Training Organisation that provides professional training and support for
trustees and fund staff. Each year, AIST hosts the Conference of Major Superannuation Funds
(CMSF), in addition to numerous other industry conferences and events.
As the principal advocate and peak representative body for the $1.2 trillion profit-to-members
superannuation sector, AIST plays a key role in policy development and is a leading provider of
research.
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AIST member funds

AIST represents 54 Australian funds, consisting of:
•

•

•

•

•

33 Industry funds. Some industry funds have a membership base reflecting an industry,
while others have a membership base reflecting multiple industries or members more
widely. Some industry funds were incorporated as single-employer sponsor funds, but over
time have expanded to include multiple-employer sponsors.
13 Public sector funds. These funds provide benefits to Government employees. They are
typically established and regulated under State or Territory legislation. Some public-sector
funds are exempt from federal regulation, including the Superannuation Industry
Supervision Act 1993 (Cth) (SIS Act). Under a Heads of Government Agreement for Exempt
Public Sector Superannuation Schemes, these funds are required to comply with APRA
regulatory requirements, on an ‘if not why not’ basis, although APRA does not regulate
them. There are exemptions to this however, particularly if the state or territory agrees that
the fund be regulated in accordance with the principles of the SIS Act.
8 Corporate funds. These funds have a membership base consisting of employees of the
employer sponsor of the RSE (or an associate of the employer sponsor). They are established
for the benefit of employees of a company or group of companies.
AIST member funds vary significantly in size as measured by funds under management. Our
smallest member fund has $36 million under management. Our largest member fund has
$123 billion funds under management. 36 of our member funds are under $10 billion in size,
and 10 funds are over $40 billion in total assets1.
The average fund size is $16 billion2. Our smallest member funds are corporate funds
servicing specific employers and our largest member funds are industry and public-sector
funds.

AIST analysis of APRA Fund Level Statistics as at June 2017, Towers Watson Superannuation Fund Annual Report 2017, ESS
Super annual report 2017, Super SA 2017 annual report, State Super annual report 2017, NTGPASS annual report, SA
Metropolitan Fire Service Super Annual Report 2017.
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at:

Because of differences in size, as well as occupational and demographic characteristics of
membership, AIST member funds make different decisions in the best interests of their members.
All RSE licensees represented by AIST operate on a profit-to-member basis, which means the
business operations of the fund are not a source of income, profit or other financial gain for the
owners, or associates of the owners that control the RSE licensee. Typically, the fund’s constitution
expressly prevents the fund’s shareholders from receiving any financial benefit as a consequence of
their shareholding.
AIST also represents 7 New Zealand and Pacific Island superannuation funds.
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Superannuation trustees are fiduciaries

Superannuation is generally provided through a trust structure in which trustees hold funds on
behalf of members. Trustees owe members statutory fiduciary duties under statutory covenants set
out in the Superannuation Industry (Supervision) Act 1993 (Cth).
The SIS Act also contains the sole purpose test, which requires trustees of APRA regulated funds to
ensure that the fund is maintained for the purpose of providing benefits to members.
This is different from other financial services and products which are not provided through a trust
structure. For example, banks do not owe fiduciary duties to customers.
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Board governance of corporate RSE licencees

Board composition
Board composition of superannuation funds is determined by legislation. The majority of AIST’s
Australian members are public offer, employer-sponsored superannuation funds. These funds are
required to comply with the board composition requirements set out in Part 9 of the SIS Act. Under
Part 9, the RSE licensee can adopt one of two board composition models:
•
•

An equal representative model, consisting of an equal number of employer and employee
representatives. 52 of AIST’s Australian member funds have adopted this model.
An independent trustee model. 2 of AIST’s Australian member funds have adopted this
model.

State or Territory legislation regulating some public-sector funds may set different board
composition requirements for those funds.
AIST also has a small number of Australian members that are closed standard employer-sponsored
funds. Under Part 9 of the SIS Act these funds must adopt the equal representation governance
model. AIST supports the equal representation model.
The equal representation governance model is common in many other countries, particularly in
Europe.
In 2015 and 2017 the Federal Government introduced legislation which would, if passed, require
funds to have a minimum of one-third independent directors including an independent chair on their
board. This legislation is currently before the Senate.
The profit-to-member sector has on average outperformed the superannuation system over the
short, medium and long term. Definitions and performance analyses differ; however various
analyses have found:
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•

On average, not-for-profit funds outperform for-profit funds over the long term,3 and on
average, industry funds outperform retail on a whole of fund basis over the three time
horizons.4
• On average, industry fund growth options outperformed retail fund growth options over the
three time horizons.5
• On average, not-for-profit fund MySuper options outperformed retail options over the
medium term.6
• Most not-for-profit choice options outperformed retail options over the three-time
horizons.7
Our record of consistent outperformance is built on our equal representation structure which
ensures our boards have a focus on the best interests of their members.
Various studies on the different performances between Australian profit-to-member funds and forprofit funds suggest that the profit-to-member model and the representative structure play a role in
driving out-performance. In 2009, research conducted by the University of Sydney’s Workplace
Centre8 concluded that lower fees and asset allocation weren’t the only factors at play in the
outperformance of the profit-to-member sector. A decade on, SuperRatings9 clearly demonstrated
that outperformance by profit-to-member funds was not simply due to asset allocation, as some had
argued. Examining underperformance in the retail sector as part of research commissioned by
Industry Super Australia, former APRA analyst, Wilson Sy, found that “the drag on efficiency of the
superannuation system can be attributed sustainably to the retail sector which has high-cost
structures for providing additional services to members”. He concluded that this raised questions “as
to whether retail directors have achieved the best results for their members”.
Appointing more than one independent director to funds with equal representation boards requires
the fund to apply for an exemption from Part 9 of the SIS Act.

Superannuation: Assessing Efficiency and Competitiveness Draft Report Technical Supplement 4 Investment performance
methodology and analysis. (2018). [online] p.48. Available at: https://tinyurl.com/ydblbfvd [Accessed 6 Jul. 2018];
Productivity Commission (2018). Draft Report- Superannuation: Assessing Efficiency and Competitiveness. [online] p.9
Available at: https://tinyurl.com/ycm6walc [Accessed 5 Jul. 2018].
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Productivity Commission (2018). Draft Report- Superannuation: Assessing Efficiency and Competitiveness. [online] p.109
Available at: https://tinyurl.com/ycm6walc [Accessed 5 Jul. 2018].
5
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Industry. Available at http://www.aist.asn.au/media/2251/aist_2009.03_research_Governance_and_performance.pdf
[Accessed 5 July 2018].
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AIST supports funds with an equal representation structure having the flexibility to appoint up to
one third independent directors. However, contrary to the proposed legislation before the Senate,
each fund is best placed to determine whether it would be in the best interests of its members to
appoint independent directors, and if so, how many.
The Melbourne Mercer Global Pension Index ranks pension systems from 30 different countries
using 40 indicators focused broadly on adequacy, sustainability and integrity.
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Since 2009, Australia’s system has consistently ranked in the top three systems globally:
Year
2017

2016

2015

2014

2013

2012

2011

2010

2009

Rank

Country

Score

1

Denmark

78.9

2

Netherlands

78.8

3

Australia

77.1

1

Denmark

80.5

2

Netherlands

80.1

3

Australia

77.9

1

Denmark

81.7

2

Netherlands

80.5

3

Australia

79.6

1

Denmark

82.4

2

Australia

79.9

3

Netherlands

79.2

1

Denmark

80.2

2

Netherlands

78.3

3

Australia

77.8

1

Denmark

82.9

2

Netherlands

78.9

3

Australia

75.7

1

Netherlands

77.9

2

Australia

75.0

3

Switzerland

72.7

1

Netherlands

78.3

2

Switzerland

75.3

3

Sweden

74.5

4

Australia

72.9

1

Netherlands

76.1

2

Australia

74.0

3

Sweden

73.5
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Of the five governance models used by pension funds in the Netherlands, the parity governance
model is favoured by 89% of funds.10 This model is based around equal representation of employee
and employer representatives as well as a retired member of the fund. Boards using this model also
have the option of appointing two external independents. This model also has a separate
supervisory body or audit committee.
Similarly, equal representation boards are at the core of the governance model used by Danish
occupational pension funds.
In nearly all OECD countries, boards for occupational pension arrangements are comprised of an
equal number of employee and employer representatives. While there has been a shift towards the
addition of independent directors onto equal representation boards (as has been the case among
Australian super funds), most boards have the flexibility to choose from a range of governance
models rather than governments taking a prescriptive approach with a one-size-fits-all model.
AIST opposes attempts to force the sector to have a minimum of one-third independent directors
and an independent chair. Further information about this is provided in the section on
independence of directors below.

AIST Governance Code
AIST is committed to advancing good governance practices in AIST member funds. In 2011, AIST
developed a voluntary Fund Governance Framework for Not for Profit Superannuation Funds. AIST
produced three editions of the Framework. Building on this, AIST developed a Governance Code for
profit-to-member superannuation funds in 2017. The AIST Governance Code is modelled on the ASX
Corporate Governance Principles. Attachment A is a copy of the AIST Governance Code.
Compliance with the AIST Governance Code was voluntary from 1 July 2017 and will be mandatory
for AIST members from 1 July 2018. Our members are required to report on whether they have
complied with the AIST Governance Code, or if they have not complied with a specific principle, why
not, annually. Funds are required to provide AIST with their first compliance reports for the year
2018/2019 in September 2019.
The AIST Governance Code requires funds to structure their board to add value. Funds must have a
diverse board composed of highly competent and committed directors. Representation of member
and employer interests must be ensured, and the board should be of an appropriate size,
composition and have the skills to be able to discharge their duties effectively.
AIST has established an independent Governance Code Monitoring Panel responsible for assessing
whether each AIST member fund complies with the AIST Governance Code and reporting on
compliance to the AIST Board and publicly. Attachment B is a copy of the Terms of Reference for the
Governance Code Monitoring Panel.
The members of the Panel are Greg Brunner (Chair), Maree O’Halloran and Michelle Wright.
Attachment C outlines background information about each member of the Panel.
AIST has also produced a suite of nine Governance Toolkits which provide practical tools to assist
with the development and implementation of specific prudential requirements. Attachment D is a
copy of the suite of AIST Governance Toolkits.

Peter Kiveron, Director, Lead Pensions, KPMG Advisory, Netherlands (2018), presentation on board governance models in
the Netherlands at AIST event, May 28 2018.
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Appointment, renewal and tenure of directors
Since 1 July 2017, trustees have been required to have policies on the nomination, appointment and
removal of directors, including defined director terms in office and maximum tenure periods. These
requirements are set out in APRA Prudential Standard SPS 510 Governance (SPS 510).
The process by which directors are appointed to AIST member funds varies depending on the type of
fund and the governing rules (constitution and trust deed) of the fund. The process for public sector
funds is also determined by state or territory legislation. In some cases, the appointment is a matter
for the relevant State / Territory government.
The renewal, or reappointment of directors also varies from fund to fund depending on parameters
set out in the constitution of each fund.
SPS 510 does not set limits on tenure. However, APRA SPG 510 Governance sets out APRA’s
expectations that there would be limited circumstances in which maximum tenure limits exceeding
12 years would be appropriate.
According to AIST records, as at June 2018, the average tenure for directors of AIST member funds is
6.4 years, while the median tenure is 4.5 years.
13.8 % of directors of AIST member funds had tenure of over 12 years at 30 June 2018. 21.5% of
directors of AIST member funds had tenure of over 12 years at 30 June 2015.
The AIST Governance Code does not include tenure requirements. This is because during the
development of the Code, AIST was aware that APRA was reviewing their tenure requirements and
expectations.
Each fund is best placed to determine whether there are circumstances in the best interests of the
fund’s members that warrant a director exceeding APRA’s guidance on maximum tenure.

Director skills and experience
Fund boards have wide ranging responsibilities and it is essential boards collectively, and directors
individually, have the necessary skills and experience to carry out their responsibilities. One aspect
of the experience employee directors bring to their roles is that, as members, they have a direct
interest in the fund.

Regulatory requirements
Under SPS 510, boards must have policies and processes in place to achieve the appropriate skills
mix on the board. Boards must also ensure directors and senior management, collectively, have a
full range of skills needed for effective and prudent operation of RSE licensee’s business operations,
and ensure each director has skills to enable them to make an effective contribution to the board
deliberations and processes.
Under SPS 520, directors need to have appropriate skills, experience and knowledge, and act with
honesty and integrity.
A fund’s governing rules may also specify requirements that directors must meet to be eligible for
appointment.
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AIST Governance Code
AIST’s Governance Code includes contains several requirements to ensure that fund directors have
the necessary skills and experience to best serve the fund and its members:
AIST Governance Code requirement
1.1 A profit-to-member superannuation Board
must conduct all appropriate enquiries to
ensure that nominees have the appropriate
skills and experience before appointing a
person as a trustee director.
For the appointment of representative
directors in particular, this includes
engagement with sponsoring organisations.
2.1 The Board of a profit-to-member
superannuation fund must have a committee
responsible for Board renewal that has at least
three members. The committee must have a
charter that is disclosed, and it should meet at
least annually. For each reporting period the
fund must disclose the members of the Board
renewal committee and attendance records for
any meetings during that period
2.2 A profit-to-member superannuation fund
must maintain a matrix showing the skills,
relevant experience and diversity the Board
currently has and acknowledge gaps it is
looking to fill in order to effectively fulfil its
strategic plan. It must disclose a representation
of the existing collective skills, experience and
diversity of the Board on an annual basis.
2.5 The Chair of a profit-to-member
superannuation fund Board must be appointed
by the Board and must satisfy all the
requirements of skill and experience identified
in the fund’s skills matrix for the role of Chair.
2.7 A profit-to-member fund must have an
induction program for new trustee directors
and provide appropriate ongoing professional
development and training opportunities to
continuously enhance their skills and
knowledge.

Relationship to trustee skills
This requires positive engagement by the board
to ensure nominees have the required skills and
experience.
The obligation to actively engage with
sponsoring organisations reflects leading
practice as set out in the findings of APRA
thematic review of superannuation board
governance practices (2018).
The Board renewal committee would ordinarily
consider nominee skills and experiences and
their alignment with the board’s needs.

Maintaining a skills matrix enables
identification of the board’s collective skills,
experience and knowledge as well as gaps that
must be addressed.

The Chair leads the board and steers discussion
and therefore requires a specific skillset. This
requirement ensures that the skillset is met.
Having an induction program helps ensure that
newly appointed directors understand the
unique elements and operation of the fund.
It is important that directors continue to
enhance their skills as they continue serving
boards, as well as acquiring any new skills as
identified by the board.

Each board is responsible for identifying the correct mix of skills, experience and qualifications for
their fund and ensuring that these requirements are met. This broad responsibility is acknowledged
by the AIST Governance Code.
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Director training
AIST runs a comprehensive range of training and continuing professional development sessions for
directors, including:
•
•
•
•
•
•
•
•

An intensive five-day training course to fund directors through the Trustee Director Course
(TDC)
Conferences
Director Briefings
Seminars
Workshops
Regulatory and other policy updates
Diploma of Superannuation modules
Board specific training

Additional director training and other continuing professional development is also available through
other providers.

5

Board remuneration and assessment of board performance

Remuneration
Under SPS 510, funds must have a remuneration policy that covers director remuneration. In
addition, funds must also have a remuneration committee that is responsible for making annual
recommendations to the board on the remuneration of directors and conducting regular reviews of
the remuneration policy.
The AIST Governance Code requires funds to remunerate directors fairly and responsibly and for the
remuneration policy to align with the best interests of the members of the fund.
Each fund is responsible for determining the remuneration of its directors.

Performance assessment
Under SPS 510, boards must evaluate the performance of the board and of individual directors on an
annual basis. APRA expects that the board’s performance is assessed by an external party at least
every three years.
The AIST Governance Code requires the assessment of the board on an annual basis, and for the
summary of the outcome to be publicly released.
Each fund is responsible for constructing and implementing board performance assessment
processes that are appropriate for the fund.

6

Conflicts of interest

Management of director conflicts of interest
Regardless of the corporate structures or business models involved, where a director or another
responsible person of a super fund is also a director of another entity or a service provider of that
fund, there is the potential for conflicts of interests to arise.
The SIS Act covenants recognise that conflicts of interest will arise and require trustees to give
priority to the interests of beneficiaries, ensure that duties to beneficiaries are met despite the
conflict, that the interests of beneficiaries are not adversely affected by the conflict and comply with
prudential standards in relation to conflicts.
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AIST’s Governance Code states that a director should assume they have a conflict of duty wherever
there is a real, perceived or potential conflict between their duty to the fund and their duty to
another organisation such as their sponsoring organisation, or the fund’s interests and the director’s
interests. The AIST Governance Code requires boards to maintain conflicts registers for relevant
duties and relevant interests and provide the register to APRA for consideration as part of the
prudential review process.
Given the variety of arrangements and relationships between service providers and super funds,
AIST believes there is no set formula for the management of conflicts of interest and we are not
privy to the decisions made by boards on such matters. The management of conflicts will necessarily
differ from trustee to trustee depending on the conflicts and the issues involved.
Each board is ultimately responsible for the development and adherence to its conflict of interest
policy and the regulatory requirements.
Not all conflicts will impact on the capacity of the directors and trustee staff to act in the best of
interest of the fund. The important factor is that they are identified and managed correctly.

History of collectively-owned entities and their relationship with profit-to-member
funds
From the late 1980s onwards, profit-to-member funds – seeking to enhance net returns to their
members - established a range of collectively-owned vehicles to provide high quality, cost effective
services back to the funds. These services range from fund management and asset consulting
through to marketing, training, and education.
The benefits of related party arrangements that are strongly aligned to fund member interests has
been recognized by both APRA and the OECD.
Following quantitative research conducted in 2010,11 APRA concluded that the fees paid by trustees
of profit-to-member funds to related parties were “not significantly different than those to
independent service providers.”
Referring to one of the collectively owned entities - IFM Investors- i12 (a globally operating fund
manager owned by 30 profit-to-member funds who are also major clients, along with other longterm investors such as government authorities, universities and endowments) - the OECD noted:
“The IFM model, essentially owned by the member superannuation funds, is able to achieve strong
alignment. IFM’s fees are investor driven, not manager driven, and are therefore significantly lower
than those charged by private equity funds, meaning assets with appropriate risk profiles are
selected and liability matching is achieved.”
“By pooling their resources through IFM, the supers can leverage their cumulative risk appetite and
invest in a variety of deals, diversifying their infrastructure portfolio and potentially gaining a better,
more stable, longer-term return than would be possible if each super were to invest in deals by
itself.”

Liu, K. and Arnold B., 2010a, ‘Australian superannuation outsourcing – fees, related parties and concentrated markets’,
Working Paper 2010, APRA (Australian Prudential Regulation Authority).
11

12

IFM Investors is an AIST sponsor.
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History of related party entities in the retail for-profit sector
APRA’s research into related party transactions across the retail sector – notably when a retail super
fund uses services provided by entities owned by the fund’s parent company - found that such
arrangements were typically not in members’ best interests.
Retail funds engaging related party suppliers were found to have paid well above market rates for
key services, including administration, asset consulting and funds management. The excess annual
cost of this behaviour for a fund with median assets and members was estimated to be $10.2m for
the fund or $299.60 per member for the year considered.
In administration fees, for example, APRA found that some retail trustees using related-party
administrators were paying significantly higher fees, “effectively doubling the median member’s cost
load”. APRA noted that “reconciling this finding with the superannuation trustee’s fiduciary duty to
fund members will bear further investigation”.13
The profit-to-member sector continues to urge APRA to update this important research which would
enable the regulator and stakeholders to understand the impact on member outcomes of conflicts
of interest arising from related parties entities.

Common directors between profit-to-member super funds and related entities
Collectively-owned entities within the profit-to-member sector operate under a range of business
models and legal structures. Some trustees of profit-to-member funds share common directors with
related party service providers and other entities (including AIST), which are otherwise run
independently. For example, some vehicles that are collectively owned by public sector and industry
super funds, are governed by a representative board. This board might include directors from the
board of the funds that have a major shareholding in the vehicle, a director who has been elected to
represent a group of funds that each have a minority shareholding, as well as independent directors.
These arrangements are considered to add value as they recognize the wide experience and
knowledge that super fund directors bring to the boards of collectively-owned vehicles and other
service provider entities. It is also considered to be in the interests of the super funds who are
shareholders of these vehicles to appoint experienced and competent staff or directors to
collectively-owned entities to ensure they are well-managed in the best interests of both the funds
and their members.
Notwithstanding this, cross directorships create potential, perceived and actual conflicts of interest
among directors in the profit-to-member sector, which must be managed appropriately.

Common directors between for-profit super funds and related entities
Retail super trustees operate under very different business models to profit-to-member super funds.
Each of the four retail super trustees and AMP operates under a vertical structure involving a variety
of related entities (typically wholly-owned subsidiary arms of the publicly-listed parent company)
which provide services to the bank’s super trustees – including administration, funds management
and insurance offerings.
The complexity of these vertically integrated ownership and trust structures, combined with a lack of
transparency in many cases, makes it difficult to assess the extent of cross directorships on related
entities across the for-profit retail wealth management sector. And, as above, AIST is not privy to
decisions made at board level.

13

Liu, K. and Arnold B., 2010a, ‘Australian superannuation outsourcing – fees, related parties and concentrated markets’,
Working Paper 2010, APRA (Australian Prudential Regulation Authority).
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The lack of benefit to fund members of related party arrangements between retail funds and service
providers (as revealed by APRA’s own research outlined above), suggests retail fund boards may not
appropriately manage the conflicts of interest inherent in these arrangements.

Multiple Directorships across RSE licenses within the profit-to-member sector
AIST’s Governance Code recognises that where trustee directors sit on more than one RSE licensee
board, there is a potential for the competing duties to the different beneficiaries to be in conflict, or
to be perceived as such. The AIST Governance Code requires that trustees carefully consider the SIS
covenants and the requirements in SPS 521 in this regard. In the interests of greater transparency
and the need for consumers to have confidence in the superannuation system, the AIST Governance
Code requires that boards avoid appointing trustee directors who also sit on another competing RSE
licensee board. It is a matter for the board to determine who their competing funds are and to
determine the appropriateness of all directors who sit on the fund’s board. In an era of fund
consolidation and increasing competition, AIST believes that the incidence of directors sitting on
more than one superannuation board will be phased out.
Within the profit-to-member sector, it is very rare to have trustee directors appointed to more than
one superannuation fund board. AIST’s data base of directorships held across our 54 Australianbased member funds shows there are three instances where a trustee is on the board of two AIST
member funds. In all three instances, the funds involved are not considered to be actively competing
against each for members: in each case where a director is on the boards of two funds, one of the
funds is either closed to public offer or a defined benefit fund.

Potential lack of independence of directors
The representative governance model (with the flexibility for boards to appoint up to one third nonassociated directors) does not preclude a board from being independent or appropriately skilled.
Prescribing independent directors does not take into account inherent layers of independence
across profit-to-member boards. We understand that in a listed company context, a key role of
independent directors is to ensure independence from management. In the profit-to-member
superannuation sector this protection is not necessary.
In addition to the overarching legal requirement of superannuation funds to act in the best interests
of their members, profit-to-member directors are independent from management – ie they are not
fund executives. In this regard, representative directors already satisfy the core requirement of the
ASX Corporate Governance Council definition of an independent director.
This is not always the case with retail fund directors, many of whom are executive directors. The
presence of directors who are independent from management is therefore vital in those
circumstances.
Additionally, the trustee ownership structure of profit-to-member funds is distinctly different from
the commercial ownership structure of the retail funds. The parent companies of retail funds are
typically bank or insurance companies that have an obligation to deliver profits to shareholders. This
creates an inherent conflict of interest for the directors of retail funds who effectively serve two
masters – the members of the funds and the shareholders of the fund’s parent company. By
contrast, profit-to-member funds do not seek to make profits for their shareholder owners. As
stated above, their constitution typically expressly prevents the fund’s shareholders from receiving
any financial benefit as a consequence of their shareholding.
Achieving the right mix of skills on a fund board has become intertwined with the independence
debate and further confused the debate about best practice board composition.
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As the superannuation and financial services environment has evolved over recent years, some
representative boards have taken active steps to supplement their skills and professional
competencies at board level through the appointment of non-associated directors.
As outlined in the board governance section above, representative boards currently have the
flexibility to appoint one additional ‘non-associated’ director or, by approaching APRA, more than
one additional ‘non-associated’ director. In this way representative boards have been able to
enhance their whole skillset where required. Additionally, a sponsoring body can choose to fill its
nominee position on the board with an individual who is non-associated with the sponsoring body.
This typically occurs when the sponsoring body needs or chooses to seek outside expertise to satisfy
the skill set requirement of the board. This second category is little understood in the public
discourse over superannuation funds, yet an important reflection on the way stakeholder groups on
both ‘sides of the table’ have in fact responded to the needs of their funds.

RSE licensees or related parties of RSE licensees, engaging related parties for the
provision of services to the fund
As discussed above, the use of related parties as part of the outsourcing of services is common
across the whole super industry, as it is in many other industries. Outsourcing brings several
advantages, including access to external expertise, economies of scale and efficiencies potentially
generated from competition between suppliers.
However, outsourcing relationships with related parties also gives rise to conflicts of interests –
beyond that of just cross directorships - that must be identified and managed.
AIST’s Governance Code reinforces our strong support for current legal requirements set out in the
SIS Act, APRA Prudential Standards and trust law, and the regulatory oversight from APRA in regard
to the management of conflicts of interest arising from the engagement of related parties.
In the circumstance where funds invest their members’ monies with asset managers owned or
controlled by the same entity, AIST’s Governance Code requires that the fund needs to have a clear,
articulated policy on how investment decisions are made, and how the best interests of the
members are being served. Similarly, when the fund uses a service provider who is also a nominating
body, sponsor organisation or in some other way tied to the fund, additional measures to control
conflicts and risk should be adopted and transparency is paramount in any such relationship. The
tied service provider provisions in the SIS Act also need to be complied with.
All agreements with service providers – regardless of whether they are related or not to the super
fund concerned – need to be regularly reviewed to ensure that the arrangements are no more
favorable than would apply if an unrelated party provided the services.
While SPS 521 requires that an RSE licensee have in place a conflicts management framework, the
process by which each trustee reviews and makes decisions about any conflicts will necessarily vary
from fund to fund and we are not privy to this information.
That said, the available evidence we have reviewed concerning outsourcing arrangements to related
parties in the profit-to-member sector suggest that conflicts of interests are typically well-managed
and that the arrangements continue to serve members’ best interests. A copy of this research is
included as Attachment E.
APRA’s research, outlined above, suggests this is not the case for many of the outsourcing
arrangements to related parties in the retail sector.
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7
Use of funds by RSE licensees, including for marketing and
sponsorship
Marketing
The superannuation system is underpinned by a strong default safety net, but most of the industry
operates in a competitive environment, both inside and outside of the Award system. In July 2005,
the Government introduced choice of fund, enabling most Australian employees to choose a
superannuation fund into which their superannuation guarantee payments would be made.
Competition exists between profit-to-member funds; between profit-to-member funds and retail
funds; and between APRA regulated funds and self-managed super funds.
All superannuation funds that operate in a competitive environment undertake marketing activity.
Funds are required to comply with a legislative scale test for MySuper products. This test requires
that super funds can show they are financially sustainable and positioned to deliver in their
members’ best interests both now and into the future. This puts a regulatory obligation on funds to
focus on member retention and attraction, including through marketing activity.
The term ‘marketing’ in AIST member funds can cover a broad range of activities.
One component of a fund’s marketing activity is contributing to design of and distributing regulatory
documents such as Financial Services Guides, Product Disclosure Statements, member annual
benefit statements and reports which accompany statements.
Marketing teams also contribute to maintaining funds’ website, fact sheets about key items such as
outlining investment options and building and maintaining website calculators.
In recognition of the high level of consumer disengagement with super, some funds may also
undertake member engagement campaigns designed to educate members about superannuation
and inform members about the products and services offered by the fund.
Some funds also undertake advertising activity which is designed to retain members who could
switch funds and attract new members to the fund.
Some industry funds also collectively undertake marketing activities through Industry Super
Australia. AIST does not undertake marketing activities on behalf of member funds.
Each fund is responsible for determining what marketing activity is in the best interests of its
members, and how to assess the effectiveness of marketing activity.

Sponsorship
Some superannuation funds enter into sponsorship arrangements with external organisations
designed to engage, retain or attract members in a cost-effective way.
Some profit-to-member funds may also enter into sponsorship arrangements with employer and
employee associations. In return for sponsorship, the fund typically receives access to members and
employers through the sponsor. Without extensive financial planning and banking networks, these
arrangements are regarded as critical to maintaining cost-effective distribution networks.
Additionally, sponsorship of employer and employee associations can be a cost-effective way to
retain and attract new members to the fund.
Each fund is responsible for determining what sponsorship arrangements are in the best interests of
its members, and how to assess the effectiveness of such arrangements.
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8

Fees and costs charged to members

Transparency of fees and costs charged
The primary focus of member disclosure should be on long term net returns. In a compulsory system
where the majority of members are disengaged, it is critical that member disclosure be focused on
what matters most. Long term net returns matter most because they determine the level of
retirement savings members have when they retire.
Long term net returns include the impact of fees and costs.
The regulatory framework contains prescriptive requirements for funds to present information
about fees and costs in member disclosures. This includes a detailed fee and cost template and a
worked example which must be included in Product Disclosure Statements (PDSs). Funds are also
required to include summary information about fees and costs presented as a single dollar figure in
product dashboards for MySuper products and information about fees and costs in annual member
statements.
The purpose of these requirements is to enable members to understand the cost of their
superannuation and compare fees and costs of different superannuation products. To be effective,
disclosure must enable members to compare fees and costs for different superannuation products: a
MySuper product with another MySuper option; a MySuper product with a Choice product or
investment option; and one Choice product or investment option with another Choice product or
investment option.
The framework does not achieve accurate or comparable fees and costs disclosure for either
MySuper or Choice products. There are several reasons for this.
First, the Federal Government has repeatedly deferred the implementation of product dashboards
for choice products.
Second, information about fees and costs required to be included in PDSs is required to be disclosed
in a prescriptive way that is not member-friendly.
Third, the approach ASIC has taken in Regulatory Guide 97, Disclosing fees and costs in PDSs and
periodic statements (RG97) has exacerbated a lack of comparability across both MySuper and Choice
products. As currently framed, RG97 requires inconsistent disclosure of fees and costs for identical
investments depending on how they are held. In particular, the fees and costs disclosure for
property investments differs depending on whether the investment is held directly or indirectly. The
requirements are also different for different asset classes. For example, funds are required to
disclose fees and costs for direct property investments differently to fees and costs for infrastructure
investments.
RG 97 also requires inconsistent disclosure of fees and costs for different sectors. For example, the
fees and costs disclosure requirements for superannuation products distributed via platforms are
different to the requirements for non-platform superannuation products.
In many cases, these differences result in profit-to-member funds disclosing higher fees and costs
than retail funds, because profit-to-member funds are more likely to invest more in direct property,
infrastructure and less likely to use platforms. In many cases, this is disclosure is misleading.
AIST has long advocated for the implementation of product dashboards for choice products, for all
funds to disclose fees and costs consistently for all asset classes and for the introduction of
disclosure requirements that would enable members to understand and compare the fees and costs
of all superannuation products.
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In November 2017, following several years of consultations with industry which failed to deliver
accurate, comparable disclosure of fees and costs in PDSs and periodic statements, ASIC appointed
an expert, Mr Darren McShane, to undertake a review of the disclosed fees and costs charged to
members. Mr McShane’s report is expected to be released very shortly.

Consistency in the reporting by RSE Licensees of fees and costs
While the most important disclosure for members is disclosure about long term net returns, it is
critical for the industry, regulators, Governments and their policy advisers, commentators and
engaged members to have access to detailed information about fees and costs.
Superannuation funds are required, under the Financial Sector (Collection of Data) Act 2001 (Cth)
and its reporting standards, to provide data to APRA on a quarterly and annual basis. The data is
defined in the set of reporting forms and instructions. For MySuper products, this includes detailed
information about fees and costs:
•

Reporting Standard SRS 700.0 sets out the requirements for reporting information about the
product dashboard of each MySuper product.

•

Reporting Standard SRS 703.0 sets out the requirements for reporting information about the
fees and costs required to be disclosed on a Shorter PDS for a MySuper product.

APRA publishes this data in Quarterly and Annual MySuper Statistics. APRA, as well as independent
analysts and industry participants, also use the data to analyse the characteristics and performance
of MySuper products.
In 2015, APRA announced that it would defer implementing the collection of fees and costs data for
choice products and options. As a result, there is no collection of statistical data on fees and costs for
choice products or investment options.
This impedes understanding, comparison or benchmarking of fees and costs by industry, regulators,
Governments and their policy advisers, commentators and engaged members.
It is critical that APRA collect and publish detailed fees and costs information for the choice sector.

Insurance premiums and erosion of member balances
The objective of insurance in superannuation is to provide financial support to members and their
families if the member is prevented from working to retirement age by death, injury or illness.
Funds are required to offer a basic level of life and total and permanent disability insurance cover for
members that hold MySuper products. This cover is generally provided on an opt-out basis. Funds
can also offer income protection insurance for MySuper products on an opt-in or opt-out basis.
Insurance within superannuation is the only insurance that most Australians hold.
The distribution of insurance through superannuation enables funds to offer cover tailored to
specific occupational characteristics. Most critically, funds with members that work in high-risk
occupations can secure cost effective life and total and permanent disability cover for these
members. In some cases, these members would be unable to obtain cover outside of
superannuation due to occupational exclusions. Where cover for high risk occupations is available
outside of super, it is generally more expensive.
Insurance premiums however, have a cost, and this cost is paid from member balances.
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Insurance in Superannuation Code
The Insurance in Superannuation Working Group (ISWG) was formed in 2016 to improve the policy
settings for insurance in superannuation, including to address concerns about the impact of
insurance premiums on balances, particularly for young members.
In 2017, the ISWG produced the Insurance in Superannuation Code. Attachment F is a copy of the
Insurance in Superannuation Code. The Insurance in Superannuation Code addresses the need to
balance the value of insurance and the impact of insurance premiums on member balances in
several ways. It requires funds to:
•
•
•
•
•

Design cover that is affordable and does not inappropriately erode retirement incomes, and
specifically consider the impact of insurance premiums on younger members.
Set premiums at a level that does not exceed 1% of estimated salary levels for members
generally, or specific segments of members.
Implement simpler and clearer processes for members to opt out of automatic life
insurance.
Automatically cancel income protection cover for accounts that have been inactive for 13
months.
Automatically cancel life and total and permanent disability cover for accounts that have a
balance of $6,000 or less and have been inactive for 13 months.

The Insurance in Superannuation Code recognises that each fund is responsible for determining
what type and level of cover to offer, in the best interests of its members.
AIST is a Insurance in Superannuation Code Owner, alongside the Association of Superannuation
Funds of Australian and the Financial Services Council. Funds were required to state their intention
to adopt the Insurance in Superannuation Code by 31 March 2018. 41 AIST members did so.
Attachment G is a list of these members.
It is estimated that in excess of 92% of MySuper members are covered by the Insurance in
Superannuation Code.
Funds that adopt the Insurance in Superannuation Code are required to publish a transition plan for
how the fund will become compliant with the standards of the Insurance in Superannuation Code by
31 December 2018.
Funds that adopt the Insurance in Superannuation Code must comply with it as early as possible, and
no later than 30 June 2021. This implementation schedule was designed to enable the industry to
make necessary adjustments to contractual arrangements with insurers.
Funds that adopt the Insurance in Superannuation Code are required to have appropriate systems
and processes in place to enable compliance with the Insurance in Superannuation Code, including
monitoring and analysing data on policies, our communications to members, claims data, and
internal and external complaints. Insurance in Superannuation Code adopters must also publish on
their website an annual compliance report.
The report must include instances where the fund has failed to comply with the Insurance in
Superannuation Code, instances where the fund has determined that complying with the Insurance
in Superannuation Code is not in the best interests of its members and what steps the fund is taking
to improve their compliance. If a fund identifies that a failure to comply with the Insurance in
Superannuation Code has resulted in direct detriment to one or more of their members, the fund
must seek to remedy this. This could involve compensation for any direct financial loss.
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Proposed legislation
In June 2018 the Government introduced legislation that would remove default insurance cover for
all members aged under 25, all inactive accounts and all accounts with a balance of $6,000 or less.
AIST’s view is that funds should have a discretion to offer default insurance cover to members aged
between 21 and 25. This is necessary to ensure some cohorts of young members, such as those who
are more likely to have dependents or those in high-risk occupations (eg those employed in the
construction industry), do not lose valuable cover for themselves or their dependants.
AIST’s view is the definition of inactive should be extended from 13 months to 16 months to ensure
women returning from maternity leave after 12 months, whose employer is required to pay their
first SG contribution 3 months after they return to work, do not have their default cover cancelled
ironically just after they have produced a dependant child.
Finally, AIST supports cancellation of cover for low balance accounts only if the account is also
inactive, to prevent people losing their default cover each time they change jobs.
The Government proposes to implement these measures from 1 July 2019. This is unachievable
given the need for all superannuation funds to renegotiate contracts for group cover with insurers. If
the entire superannuation industry is forced to renegotiate these contracts over the next 6 months
they will be doing so on a commercially disadvantaged (take it or leave it) basis which will
disadvantage members who continue to receive default cover. AIST’s view is the new requirements
should commence from 1 July 2020.

Services and products offered to members through superannuation
AIST member funds offer members MySuper products. Funds also offer other investment options.
The number of options offered is very low compared with the number of choice products and
investment options offered by retail funds.
Some AIST member funds also offer other products and services including retirement income
products and financial advice.
Each fund is responsible for determining what products and services to offer in the best interests of
its members.

9

Regulator engagement and effectiveness

Superannuation is primarily regulated by four regulators:
•
•
•
•

The Fair Work Commission (FWC)
The Australian Prudential Regulation Authority (APRA)
The Australian Securities and Investments Commission (ASIC)
The Australian Taxation Office (ATO)

AIST supports strong regulators with the tools and resources necessary to perform their roles.

Fair Work Commission
A default fund is a fund selected by an employer for those of its employees who do not choose their
own superannuation fund.
Default funds are listed in modern awards. The FWC is required to conduct a 4-yearly review of
default fund terms in modern awards. The first stage of this process requires the FWC to formulate
the Default Superannuation List. Only funds that are on this list may be designated as default funds
in a modern award.
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The task of formulating the Default Superannuation List is required to be performed by an Expert
Panel consisting of seven members.
The FWC formed the Expert Panel in January 2014 and reconstituted the Panel in March 2014
following a complaint about conflicts of interest of panel members. Further complaints were
received and as a result, the President of the FWC appointed himself to the Expert Panel in a bid to
address issues about the quorum and proper constitution of the Panel.
In June 2014, the Federal Court declared that the decision by the President of the FWC to appoint
himself to the Expert Panel was not valid; and that the Expert Panel was not correctly
constituted. The Court’s decision confirmed that to validly form the Expert Panel, the Government
needed to make new appointments. However, the Government has not done this.
The Government’s failure to make appointments to the Expert Panel has undermined the ability of
the FWC to conduct reviews of default fund terms in modern awards.
The Government should immediately make appointments to the Expert Panel so that the FWC is
able to conduct reviews of the default fund system.

APRA
APRA licenses superannuation entities to operate and supervises them to ensure that under all
reasonable circumstances the financial promises funds make to members are kept.
APRA produces prudential standards setting out requirements funds must meet in relation to
financial soundness, risk management and governance, and undertakes ongoing supervision of funds
to ensure they comply with these standards.
In addition, APRA is a national statistical agency for the financial sector.
APRA collects comprehensive performance data for MySuper products and publishes this data in
Quarterly and Annual MySuper Statistics. APRA, as well as independent analysts and industry
participants, also use the data to analyse the performance of MySuper products.
APRA does not collect or publish comparable data for choice products or investment options. APRA
should do this to ensure transparency and comparability of the Mysuper and choice sectors of the
superannuation industry.
APRA should collect and publish performance data for all superannuation products and investment
options in the choice sector.

ASIC
ASIC licenses superannuation funds and monitors them to ensure they operate efficiently, honestly
and fairly. ASIC’s vision is to contribute to the financial wellbeing of all Australians, by promoting
investor and consumer trust and confidence and ensuring fair and efficient markets.
Funds have been required to produce product dashboards for My Super products since 2013.
However as set out above, the Government has repeatedly deferred the implementation of product
dashboards for choice products or investment options.
This has limited ASIC’s ability to promote confident and informed participation in the
superannuation market because members cannot compare the performance of choice products or
investment options.
The Government should immediately implement product dashboards for the choice sector.
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ATO
The Tax Office has a unique role as both regulator and service provider to segments of the
superannuation industry.
The ATO performs multiple roles including:
•
•
•
•

•
•
•
•

Collecting contributions tax, income and capital gains tax from funds.
Collecting small and lost superannuation accounts.
Recovering unpaid Superannuation Guarantee payments and consolidating accounts on
behalf of members.
Providing services to employers and funds in the form of SuperStream, SuperMatch,
SuperTick, Small Business Superannuation Clearing House, and other related services which
are now core to superannuation system processes.
Collecting detailed reports from APRA-regulated superannuation funds about all individual
accounts, including contribution details.
Regulating the operation of Single Touch Payroll.
Regulating self-managed superannuation funds.
Publishing statistical information, including performance information, about self-managed
superannuation funds.

This is a significant remit. It is not clear whether the ATO has the capacity to deliver on all these
responsibilities.
Industry Super Australia has estimated that the value of unpaid SG is $5.6 billion every year.14 Since
2010, over $2 billion has been transferred by the ATO to employees’ super funds on behalf of
1.4 million employees as a result of ATO compliance activities.15
Most of the money recovered by the ATO is a result of employee complaints rather than proactive
compliance activities. In a compulsory system, significant resources should be allocated to
recovering unpaid SG. It is also concerning that only 51 per cent of debts raised result in payment of
SG.
In December 2016 and again in February 2017, the ATO experienced system outages due to failures
in storage hardware that impacted all ATO systems, including superannuation enabling services. In
April 2018, problems with the ATO’s Small Business Superannuation Clearing House meant
thousands of businesses were unable to make Superannuation Guarantee payments due on 28 April
2018.
The ATO must be adequately resourced to develop the capability to effectively deliver on its
responsibilities to the superannuation system.

ISA Supplementary submission: Senate Economics Committee Inquiry into Superannuation Guarantee non-payment.
http://www.industrysuperaustralia.com/assets/Submission/ISA-Supplementary-Submission-Superannuation-Guaranteenon-payment-inquir....pdf [Accessed 5 July 2018].
14

ATO website page: https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Superannuationguarantee-gap/?page=2#Trends_and_latest_findings [Accessed 5 July 2018].
15
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The ATO should also continue to develop its self-managed superannuation fund statistical collection
to include granular information about performance, fees and costs for this on a basis that facilitates
comparison with APRA regulates superannuation funds. This information would assist regulators,
commentators, industry and members to better understand, benchmark and analyse the
performance of this segment of the superannuation industry.
The ATO should provide funds with member data which would enable the industry to cross match
members with multiple accounts and transfer inactive accounts to the member’s active account.
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Attachment A - AIST Governance Code
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Foreword
The profit-to-member superannuation sector stands proudly by our record of
achieving superior net returns on the retirement savings of our members. We
have achieved this as a fundamental expression of our members-first culture,
built on our equal representation governance structure.
Nevertheless, as our industry grows and changes, there is a collective need for
us to review the way we govern ourselves, to preserve those good things that
distinguish us and to further develop those areas where we can improve.
The AIST Fund Governance Code has grown out of such a review. Based on the
ASX Corporate Governance Principles and drawing both on AIST’s voluntary Fund
Governance Framework first published in 2011 and on widespread consultation
with our members, AIST has developed a Code that recognises the complexities
of super fund governance today and positions us well for the future.
AIST member funds can choose to adopt the Code from 1 July 2017, and must
adopt the Code by 1 July 2018. An independent panel will report back to AIST
on the extent to which member funds meet all the requirements, or provide
reasonable explanation of why it was not possible, or would not be in member
interests, if they were to meet them.
AIST is committed to promoting continuous improvement in governance practices
in the profit-to-member sector. We are confident that our member funds share
our vision and will continue to embrace governance practices that place their
members’ interests at the centre of everything the fund undertakes.

David Smith
President
Australian Institute of Superannuation Trustees
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Introduction
The compulsory nature of our superannuation system, together with its size and significance in Australian public policy, means it is
imperative that superannuation funds implement and maintain the highest standards of governance.
AIST is committed to the highest standards of governance in the profit-to-member superannuation sector and to a culture of continuous
improvement in governance practices. This Code and the accompanying Guidance were developed to build on AIST’s set of guidelines and
principles for good governance in the industry – the Fund Governance Framework for Not-for-Profit Superannuation Funds – that was first
published in 2011 and is now in its third edition
This Governance Code however reflects the increasing attention devoted to superannuation governance matters, the advanced maturity of
the industry and the importance of safeguarding and growing members’ retirement savings through robust governance practices, thereby
evolving a voluntary set of principles into a mandatory Code for AIST registered funds.
All AIST registered funds must demonstrate how they have fulfilled each requirement set out in the Code, or provide a reasonable
explanation of why it was not possible to comply, or why it would not be in the interests of members of the fund if they were to comply.
This Code will:
—— Promote continuously improving governance in the profit-to-member super sector
—— Ensure that the culture of the profits-to-members concept is fully supported by governance structures
—— Improve accountability and transparency
The Code is to be read in the context of existing licensing, prudential and legislative requirements imposed on the superannuation industry.
Where a conflict exists between the law and the elements of this Code the law shall prevail and the Code elements are invalid to the extent
of the inconsistency. Appendix A sets out the main legal and regulatory requirements for superannuation funds.1
The rights of superannuation fund members and beneficiaries are protected through the augmented trust law structure within which
the Australian retirement savings system operates. The fiduciary nature of trustees’ obligations is such that the trustees’ discretionary
powers are limited by the terms of the governing rules of the fund and duties are assigned to specifically protect the interests of scheme
beneficiaries.
In addition to the existing legal and regulatory requirements on Australia’s superannuation funds, a continuous focus on safeguarding and
growing members’ retirement savings, and increasing accountability and transparency can be achieved through a range of measures set out
in this Code.
The AIST Governance Code does not cover consideration of ESG risks and stewardship of fund members’ assets. AIST is considering the
development of a Stewardship Code separately from the Governance Code and members will be consulted on its scope and content.

1. Not including exempt public sector funds that each have their own legislative requirements.
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Code elements
PRINCIPLE 1: Lay solid foundations for management and oversight

A profit-to-member superannuation fund must determine the respective roles and necessary skill profile of the Board and management and
set these out in writing. They must also determine how the respective performance of the Board and management will be measured and
evaluated.

REQUIREMENTS
1.1	A profit-to-member superannuation Board must conduct all appropriate enquiries to ensure that nominees have the appropriate
skills and experience before appointing a person as a trustee director. For the appointment of representative directors in particular,
this includes engagement with sponsoring organisations.
1.2	A profit-to-member superannuation fund must have a written agreement with each trustee director and senior executive setting out
the terms of their appointment.
1.3	The fund’s company secretary is accountable directly to the Board, through the Chair, on all matters concerning effective Board
operations and must provide every assistance to the Board to fulfil their obligations in acting in the best interests of members. The
Chief Executive Officer must not be the company secretary.
1.4	Profit-to-member superannuation funds must have a written diversity policy, appropriate to the circumstances of the fund,
which sets out clear and measurable objectives and provides for annual reporting to the Board and members. This policy must
establish objectives concerning gender balance as a minimum, with other forms of diversity considered by the fund as appropriate.
Objectives must relate to processes, which may, but do not necessarily, include targets for participation at Board and management
levels, to ensure that the fund taps the broadest talent pool and is responsive to the needs of all its members.
1.5	In accordance with SPS 510, profit-to-member superannuation funds must have procedures to evaluate the performance of the
Board and individual trustee directors at least annually. The fund must disclose a summary of those procedures and confirm
annually that the performance evaluations were undertaken during the reporting period.
1.6	The Board of a profit-to-member superannuation fund must have a documented process for evaluating the performance of the
senior management. The fund should disclose whether such a performance evaluation was undertaken during the reporting period.

PRINCIPLE 2: Structure the Board to add value

A profit-to-member superannuation fund must have a diverse Board composed of highly competent and committed directors.
Representation of member and employer interests must be ensured, and the Board should be of an appropriate size, composition and have
the skills to be able to discharge their duties effectively.

REQUIREMENTS
2.1	The Board of a profit-to-member superannuation fund must have a committee responsible for Board renewal that has at least three
members. The committee must have a charter that is disclosed and it should meet at least annually. For each reporting period the
fund must disclose the members of the Board renewal committee and attendance records for any meetings during that period.
2.2	A profit-to-member superannuation fund must maintain a matrix showing the skills, relevant experience and diversity the Board
currently has and acknowledge gaps it is looking to fill in order to effectively fulfil its strategic plan. It must disclose annually a
representation of the existing collective skills, experience and diversity of the Board.
2.3	In disclosing the names of its directors, a profit-to-member superannuation fund must identify for each director whether they
are a member representative, an employer representative or a non-representative member. In each instance, the name of the
nominating body must also be disclosed.
2.4	The voting rights of all trustee directors on the Board must be equal, regardless of their status as a member or employer
representative director, or non-representative director. The voting majority for any Board decision should be no less than twothirds of all trustee directors.
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2.5	The Chair of a profit-to-member superannuation fund Board must be appointed by the Board, and must satisfy all the requirements
of skill and experience identified in the fund’s skills matrix for the role of Chair.
2.6	The CEO must not be a director of the fund.
2.7	A profit-to-member fund must have an induction program for new trustee directors and provide appropriate ongoing professional
development and training opportunities to continuously enhance their skills and knowledge.

PRINCIPLE 3: Act ethically and responsibly
A profit-to-member superannuation fund must act ethically and responsibly.

REQUIREMENTS
3.1	A profit-to-member superannuation fund must have a code of conduct for its Board, senior management and employees. This code,
or a summary of it, must be disclosed.

PRINCIPLE 4: Safeguard financial integrity

A profit-to-member superannuation fund must have appropriate and rigorous processes for financial governance.

REQUIREMENTS
4.1	The Board of a profit-to-member superannuation fund must ensure the financial integrity of both the fund and the trustee entity.
4.2	A profit-to-member superannuation fund must ensure due process in all transactions, and ensure that any related party transactions
are conducted under market conditions with full transparency and disclosure.
4.3	The Board of a profit-to-member superannuation fund must receive an attestation from the fund’s CEO and CFO that the fund’s
accounts are a true and accurate reflection of the fund’s financial position and that the financial records have been properly
maintained, before approving the financial statements. In accordance with SPS 510 an independent auditor must be appointed.
The auditor must be fit and proper pursuant to SPS 520 and must issue their opinion on the financial statements to the trustee and
members of the fund.

PRINCIPLE 5: Respect the rights of scheme participants

A profit-to-member superannuation fund must respect the rights of stakeholders. These scheme participants must be provided with open
and transparent disclosure as well as opportunities to participate in dialogue with the fund’s Board and management.

REQUIREMENTS
5.1	A profit-to-member superannuation fund must develop and implement a stakeholder engagement program, for effective disclosure
of relevant and material issues. The program must provide opportunities for directors and senior management to communicate
directly with stakeholders and for stakeholders to ask questions of them.

PRINCIPLE 6: Recognise and manage risk

In accordance with SPS 220, a profit-to-member superannuation fund must establish a robust risk management framework, monitor and
regularly review the effectiveness and continuing appropriateness of that framework. The risk management framework must consider the
maintenance and prioritisation of a member-first culture.

REQUIREMENTS
6.1	A profit-to-member superannuation fund must have a strong risk culture with a Board that provides robust oversight of the fund’s
material risks. The risk management framework must explicitly address factors that may erode the fund’s members-first culture.
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PRINCIPLE 7: Remunerate fairly and responsibly

A profit-to-member superannuation fund must establish a remuneration policy for its trustee directors and staff in alignment with the best
interests of the members of the fund that complies with SPS 510 and SPG 511.

REQUIREMENTS
7.1	A profit-to-member superannuation fund must have policies and practices in place to attract and retain highly competent
people, assessed relative to the size, nature and complexity of the fund. These policies and practices must be consistent with its
responsibilities for maximising members’ retirement outcomes and encouraging and rewarding ethical practices and behaviour.

PRINCIPLE 8: Strong investment governance practices

A profit-to-member superannuation fund must establish an investment framework to deliver appropriate retirement outcomes for its
members and continually monitor and review the effectiveness and continuing appropriateness of that framework.

REQUIREMENTS
8.1	A profit-to-member superannuation fund must design and manage appropriate investment strategies having regard to member
demographics and circumstances during both the accumulation and decumulation phases.
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Reporting and monitoring
WHO MUST REPORT AGAINST THIS GOVERNANCE CODE?
AIST registered funds include industry funds, public sector funds and corporate funds – all run on a profit-to-members basis. AIST
acknowledges the differences that exist in the structure, size and complexity of its registered funds, and recognises that exempt public
sector funds’ operating parameters are established by Acts of Parliament.
Reporting against the Code is on an ‘if not, why not’ basis. Compliance is measured against the 21 listed requirements. These reporting
requirements are complementary to the funds’ reporting obligations to APRA, ASIC and other authorities.
This Governance Code applies to all registered funds of AIST.
AIST recognises that for some funds, the existing governing rules may constrain compliance. Where possible, AIST expects that fund Boards
would negotiate with key stakeholders to secure changes in the governing rules to facilitate compliance.
AIST acknowledges the additional constraints experienced by funds, whose governing rules are established in legislation where that
legislation and supporting regulations impose restrictions on their ability to comply with the Governance Code. AIST requires registered
funds so affected to fulfil the Code requirements where possible within the parameters of their legislative framework, and use the ‘if not,
why not’ reporting framework to explain any deviations from the principles. Deviations resulting from over-riding legislative requirements
will not draw adverse comment for the purpose of this Code.

REPORTING AGAINST THE CODE
The Governance Code requires the Boards of AIST registered funds to turn their minds to the principles and accompanying requirements
in the Code and consider how compliance with and the application of each principle best achieves outcomes in the best interests of their
members. Funds should consider the requirements for achieving each principle and then report, on an annual basis, on compliance with
the Code. It is desirable that funds make their reporting about the Code publicly available either in their annual reports or on the relevant
governance pages of their websites.
It is possible to deviate from the stated requirements, provided the registered fund Board has had appropriate dialogue about the matter,
considered the appropriateness of its alternative approach and the suitability of that alternate methodology for its particular circumstances.
This process allows funds space for individual responsibility in respect of the policy choices they make in the areas covered by this Code.
AIST recognises that there may be a good reason an AIST registered fund is not compliant with a particular requirement of this Code. The
‘if not, why not’ reporting framework upon which this Code is based anticipates this. It requires that in these situations, funds should
acknowledge and draw attention to any specific areas of non-compliance and provide reasons for the divergence. This is transparent and
invites discussion or further consideration in relation to the reasonableness of any such departures from the Code.
Public sector funds that are unable to comply due to their legislative constraints should report their inability against the relevant
requirements in this Code.

MONITORING MEMBER COMPLIANCE WITH THE CODE, AND
REVIEW OF THE CODE PRINCIPLES
An independent body will review registered funds’ compliance with the Code and make recommendations to AIST on areas where further
guidance might be warranted, or where the principles might require amendment.
AIST’s Governance Code will be reviewed on a three-yearly basis, in consultation with AIST members.
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Appendix A
MAIN LEGAL REQUIREMENTS FOR SUPERANNUATION FUNDS
The information in this part:
—— Excludes public sector superannuation schemes that are exempt from regulation under The Superannuation Industry (Supervision) Act
1993.
—— Does not cover the requirements placed on various superannuation fund service providers such as auditors, insurers, administrators
and custodians.

Table 1: Regulators and government bodies with responsibility for superannuation
REGULATORS AND GOVERNMENT BODIES
Australian Securities and Investments Commission (ASIC)

Ensures fair play in business, promotes market integrity, consumer and
investor protection, disclosure, and prevents corporate crime. Functions
include licensing of financial service providers, enforcement, and
administering the Corporations Act 2001.

Australian Prudential Regulation Authority (APRA)

Prudential regulator. Administers aspects of Superannuation Industry
(Supervision) Act 1993, promotes prudent management of superannuation
funds and ensures trustees are aware of their obligations to members. Has
a strong focus on the financial stability of funds.

Australian Taxation Office (ATO)

Collects superannuation tax, administers the Superannuation Guarantee
legislation and receives returns and reports from funds.

Australian Transaction Reports and Analysis Centre
(AUSTRAC)

Oversees compliance with the Financial Transactions Reports Act 1988 and
the Anti-Money Laundering and Counter-Terrorism Financing Act 2006.

Office of the Australian Information Commissioner

Administers the Privacy Act 1988 and seeks to ensure that trustees collect,
store and use member information appropriately.

Australian Competition and Consumer Commission

Ensures conduct in the sale or distribution of financial products to retail
clients does not contravene the Competition and Consumer Act 2010.

Superannuation Complaints Tribunal

Hears complaints from fund members regarding trustee decisions.

Department of Human Services

Responsible for administering applications for early release of benefits on
compassionate grounds.
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Table 2: Existing legal requirements related to fund governance
SUPERANNUATION INDUSTRY (SUPERVISION) ACT 1993
Relevant subject matter and obligations

Relationship with governance

——
——
——
——
——

—— Operating Standards:
Allows for regulations to be made that set operating standards for
funds, which can affect, amongst other things, the composition of the
Board.
—— Prudential Standards:
Gives APRA the power to set prudential standards affecting the way
funds conduct themselves. There are currently 14 standards.
—— Governing rules and covenants:
Sets out the covenants that are taken to be included in the governing
rules – effectively establishing what trustees must have regard to
when operating a fund.
—— Equal representation:
Contains rules on Board equal representation.
—— Trustee duties:
Codifies special trustee duties that must be adhered to.
—— Disqualification and suspension:
Gives power to the regulator to disqualify individuals from serving on
trustee Boards, and to suspend the trustee as a whole.
—— Successor fund:
Rules for transferring the members and assets of a fund from one
trustee to another.
—— Notifying APRA and ASIC:
Obligation to report likely/actual significant breaches of prudential
standards to APRA and other breaches to ASIC if relevant. Also
requires funds to notify APRA following defined events.
—— Appointment, removal and information about directors:
Obligation to establish procedures for director appointment and
removal, informing members of procedure, and reporting to APRA.
Prohibits appointment of disqualified persons.
—— Responsible officers:
Obligation to notify APRA of changes to composition of RSE licensee,
including directors.
—— Reserves strategy:
Obligation for trustee to formulate a strategy to manage the financial
reserves of the fund.
—— Trustee duties when investing:
Establishes investment duties, including arm’s length contracting,
borrowing, valuation of assets, monitoring, and due diligence.
—— Trustee records:
Imposes requirements to keep up-to-date records, including Board
minutes and changes of directors.
—— Trustee insurance:
Imposes limits on director indemnification.
—— Sole purpose test
—— Disclosure of conflicts of interest
—— Outsourcing:
Trustee requirements when dealing with custodians and investment
managers and contains broader outsourcing requirements.

Prudent management of superannuation funds
Sets roles of regulators
RSE registration & licensing
MySuper authorisation
Establishes fund and service provider audit and
reporting obligations
—— Sets out civil and criminal consequences for
contravention of provisions
—— Establishes monitoring and investigation powers for
regulators
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SUPERANNUATION INDUSTRY (SUPERVISION) REGULATIONS 1994
Relevant subject matter and obligations

Relationship with governance

—— Addresses various technical matters, such as annuities,
pensions, fund classification and payment of benefits
—— Financial management of funds
—— MySuper product requirements
—— Disclosure to regulator and members
—— Retirement income, eg account based pensions,
transition to retirement

—— Operating standards:
Imposes obligations on trustees on various matters, including
permissible types of member insurance, voting rules, and investment
strategies.
—— Rules affecting the governing rules
—— Majority requirements for trustee resolutions

THE CORPORATIONS ACT 2001 AND CORPORATIONS REGULATIONS 2001
Relevant subject matter and obligations

Relationship with governance

—— Trustee corporation requirements
—— Sets out regulatory regime for financial products and
their providers – including disclosure, licensing, and
conduct of superannuation entities
—— Financial product/services disclosure requirements,
including: preparation, content, and issuing of product
disclosure statements and financial service guides and
other documents
—— Registration of trustee company
—— Financial reporting obligations and audits
—— Appointment and removal of auditors
—— Market misconduct penalties
—— Record keeping
—— Reporting to members and ASIC
—— Insurance
—— Australian Financial Services license conditions
—— Provision of member statements
—— Obligations with regard to arrangements under the
Family Law Act 1975

—— Director duties:
Sets out the legal duties of directors, including disclosure obligations
to manage conflicts of interest.
—— Director powers and meetings:
Sets out powers of directors and meeting mechanics (subject to the
constitution).
—— Appointment and resignation of directors:
Rules around appointment, eligibility, resignation and retirement of
directors.
—— Internal management of company:
Replaceable rules and constitution.
—— Director liability and offences
—— Member reporting and content of reports:
Annual reports, transaction confirmations, significant event notices,
periodic benefit statements, disclosure statements.
—— Professional indemnity insurance:
Prohibition on insurance to cover directors in certain circumstances.
—— Disclosure of Conflicts of Interest
—— ASF licence conditions:
Obliges trustees to manage conflict of interests, appoint managers of
good fame and character and to monitor authorised representatives.

FAMILY LAW ACT 1975 AND FAMILY LAW (SUPERANNUATION) REGULATIONS 2001
Relevant subject matter and obligations

Relationship with governance

—— Allows for certain payments in respect of a
superannuation interest to be allocated between the
parties to a marriage, either by agreement or court
order
—— The regulations address splittable and non-splittable
payments

—— The splitting provisions override provisions contained in the fund’s
trust deed
—— Obliges trustee to comply with Family Law requirements

SUPERANNUATION (UNCLAIMED MONEY AND LOST MEMBERS) ACT 1999 AND SUPERANNUATION (UNCLAIMED
MONEY AND LOST MEMBERS) REGULATIONS 1999
Relevant subject matter and obligations

Relationship with governance

—— Keeping a register of members’ unclaimed money,
lost member accounts, and superannuation of former
temporary residents
—— Matching of unclaimed money (including
superannuation of former temporary residents) and
lost member accounts to persons entitled to receive it

—— Sets out procedure for funds to deal with unclaimed money, lost
member accounts and superannuation of former temporary residents
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GENERAL LAW
Subject matter

Relationship with governance

—— Common law
—— Trust Law

—— Trustees are required to comply with the governing rules (including
trust deed), avoid conflicts of interest, hold assets appropriately, act in
best interests of beneficiaries, keep proper records and accounts, act
prudently regarding investment decisions

Table 3: Existing legal requirements related to funds generally
ASIC LEGISLATIVE INSTRUMENTS
—— From time to time ASIC issues legislative instruments (Class Orders) to clarify the operation of legislative provisions or to exempt
funds/persons from certain provisions of Acts administered by ASIC

SUPERANNUATION (RESOLUTION OF COMPLAINTS) ACT 1993 AND SUPERANNUATION (RESOLUTION OF
COMPLAINTS) REGULATIONS 1994
—— Establishes a scheme for resolution of complaints of members and beneficiaries of regulated superannuation funds, approved
deposit funds and holders of RSAs

SUPERANNUATION GUARANTEE (ADMINISTRATION) ACT 1992 AND SUPERANNUATION GUARANTEE
(ADMINISTRATION) REGULATIONS 1993
—— Requires employers to pay superannuation or pay the superannuation guarantee charge
—— Contains choice of fund requirements, such as which funds can be eligible choice funds

INCOME TAX ASSESSMENT ACT 1997 AND INCOME TAX ASSESSMENT REGULATIONS 1997
—— Taxation of superannuation entities
—— Taxation of member benefits, including death benefits, paid by superannuation funds
—— Early release

ASIC DERIVATIVE TRANSACTION RULES (REPORTING) 2013
—— Contains requirements for counterparties to report derivative transaction and position information to derivative trade repositories

PRIVACY ACT 1988
—— Provisions operate to ensure trustees collect, store and use personal information of members appropriately

AUSTRALIAN ACCOUNTING STANDARD AASB 1056
—— Specifies requirements for superannuation entities ‘general purpose financial statements’ to provide users with information useful
for decision making in a superannuation entity context

FINANCIAL SECTOR (COLLECTION OF DATA) ACT 2001
—— Enables APRA to collect information for the purpose of assisting it in performance of its functions, publish information, support
other agencies and to assist the Minister to formulate financial policy
—— APRA can set reporting standards and impose requirements to provide documents
—— Fund reporting requirements

ANTI-MONEY LAUNDERING AND COUNTER-TERRORISM FINANCING ACT 2006 AND RULES
—— Imposes obligations on reporting entities (funds), including: registration with AUSTRAC, identification of members and other due
diligence procedures, internal record keeping, establishment of an AML/CTF program and reporting to AUSTRAC
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COMPETITION AND CONSUMER ACT 2010 AND COMPETITION AND CONSUMER REGULATIONS 2010
—— Provisions promote competition and fair trading within Australian markets and provide for significant consumer protection
—— Establishes the ACCC
—— Prevents restrictive trade practices such as price-fixing, restricting outputs in the production and supply chains, allocating customers,
and bid rigging by competitors
—— Prevents misleading and deceptive conduct
—— Provides for enforcement mechanisms and avenues for remedy

TAXATION ADMINISTRATION ACT 1953 AND TAXATION ADMINISTRATION REGULATIONS 1976
—— Taxation of benefits
—— Requirements to provide information following specified events
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Attachment B - Governance Panel Terms of Reference

Governance Code Monitoring Panel Terms of Reference
1. Introduction
The Australian Institute of Superannuation Trustees (AIST) Governance Code is designed to firmly position profit-tomember superannuation funds at the leading edge of international best practice.
The Code:
•

Promotes continuous improvement of governance in the profit-to-member superannuation sector.

•

Ensures the profit-to-members ethos is fully supported by fund governance structures.

•

Improves accountability and transparency.

The Panel
The Governance Code Monitoring Panel is independent and has the responsibility of monitoring AIST member fund
compliance with the AIST Governance Code.

The Panel receives secretariat support from AIST to assist in the performance of its functions.

The Panel is empowered to provide recommendations to AIST and member funds, the Panel cannot issue binding
directions to individual member funds or AIST.

2. Composition
The Panel will be comprised of:
•

An eminent chairperson.

•

A person with significant experience in the profit-to-member superannuation sector.

•

A person with significant experience in governance.

An individual with significant experience in the profit-to-member superannuation sector includes:
•

A former superannuation fund director or employee.

•

A current or former employee or director of a service provider.

•

A former financial services regulator.

Ineligible members
Membership of the panel is not open to individuals that are:
•

Employed by a responsible superannuation entity (RSE) licensee or RSE, including responsible persons,
directors and executive officers.

•

Responsible for the management or oversight of an RSE licensee or RSE.
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Management of conflicts of interest
•

Actual and perceived conflicts of interest would undermine public confidence in the Governance Code
Monitoring Panel and impact its integrity.

•

At the start of each panel meeting, each member must disclose any relevant actual or potential conflicts and
these must be recorded.

•

The Panel and each of its members are responsible for the identification and management of actual and
perceived conflicts of interest. This is to ensure that members are, and are seen to be, free of any material
interest that may impact on their ability to exercise independent judgment.

•

Management of perceived and actual conflicts may include: avoiding potential conflicts, ensuring priority is
given to the member’s role on the Panel over other interests, undertaking action if a conflict is identified to
ensure it does not affect decision making, and recording the conflict and its potential impact.

•

Each Panel member has an ongoing duty to discharge their responsibilities and exercise their powers in such
a way that is prudent and appropriate.

3. Terms of Reference
The Governance Code Monitoring Panel will have monitoring, engagement, reporting and industry development
obligations.

Monitoring
•

Conduct an annual assessment of whether, and to what extent, each AIST member fund meets the
requirements of the Governance Code, including, where relevant, assessing the reasonableness of funds’
explanations of why they have not met the requirements.

Engagement
•

On a light sample basis, engage with AIST member funds to test the basis on which they have made
declarations about meeting the requirements of the Code, or, where relevant, explaining why they have not
fulfilled certain requirements.

•

Where appropriate, engage with individual AIST member funds.

Reporting to the Board
•

Provide the AIST board with a written report on an annual basis detailing:
o

The funds that met all requirements of the Code;

o

The funds that met most requirements of the Code and have provided a reasonable explanation for
the requirements that have not been met;

o

The funds that did not meet a requirement of the Code and have not provided a reasonable
explanation for the requirements that have not been met.
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Public reporting
•

Annually, prepare for publication, an overview report on the extent to which AIST member funds have
satisfied the requirements of the Code, or provided reasonable explanations where they have not done so.
The report will not name individual funds.

Industry development
•

Provide AIST examples of best practice governance for the profit-to-member sector.

•

Draw attention to relevant governance developments in Australia and overseas.

•

Make recommendations to AIST and relevant member funds regarding engagement or education initiatives
based on relevant findings.

•

Make recommendations about adjustments to the Code for the Code three-yearly review.

•

Recommend that AIST consider developing resources to assist member funds in complying with the Code.

4. Obligations of Panel members
Each Panel member will:
•

Act honestly and in good faith.

•

Participate in the work of the Panel.

•

Maintain the confidentiality of all confidential information received in the course of Panel work.

•

Inform the Panel and AIST of any material change to their circumstances that may have an impact on their
ability to perform their functions as a panel member.

•

Meaningfully engage with other panel members, AIST and AIST member funds as required.

5. Meetings
The Panel will meet at least four times in the first year of operation and at least twice each year thereafter.

6. Remuneration
Each Panel member will receive remuneration as compensation for, meeting attendance, preparation and travel.
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Attachment C - Governance Panel Members

Governance Code Monitoring Panel
Members

Left to right: Michelle Wright, Greg Brunner and Maree O’Halloran
Greg Brunner (Chair) – Greg has more than 20 years’ experience working for the World
Bank and the Australian Prudential Regulation Authority (APRA). Mr Brunner was the chair
of APRA’s Superannuation Industry Working Group from 2011‐2016, and helped develop
governance prudential standards and guidance.
Maree O’Halloran – Maree is a past employer‐representative director of several profit ‐to‐
member funds, including her most recent role at HESTA for 5 years, which concluded in
2015. Ms O’Halloran is a former recipient of AIST’s Trustee of the Year award.
Michelle Wright – Michelle has nearly a decade of experience as a non‐executive director
across a range of financial service organisations and has experience serving on ethical
standards boards in the healthcare sector.
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Attachment D - Suite of AIST Governance Toolkits Summary

Summary of AIST Governance Toolkits
Toolkit name

Stated purpose

Fit and Proper

To assist Trustees with understanding and implementing the
Superannuation Prudential Standard SPS 520 Fit and Proper.

Insurance Management

To assist Trustees with understanding and implementing the

Framework

Superannuation Prudential Standard SPS 250 Insurance in
Superannuation.

Remuneration

To assist Trustees with understanding and implementing the
aspects related to Remuneration in the Superannuation
Prudential Standard SPS 510 Governance.

Conflict Management Framework

To assist Trustees with understanding and implementing the
Superannuation Prudential Standard SPS 521 Conflicts of
Interest.

Outsourcing

To assist Trustees with understanding and implementing
Superannuation Prudential Standard SPS 231 Outsourcing in
a manner that is consistent with Prudential Practice Guide
SPG 231 Outsourcing.

Investment Governance

To assist Trustees with understanding and implementing the
Superannuation Prudential Standard SPS 530 Investment
Governance.

Business Continuity Management

To assist Trustees with understanding and implementing
Prudential Standard SPS 232 Business Continuity
Management.

Website Disclosure

To assist Trustees with understanding and implementing
their obligations to make certain information publicly
available on the Registerable Superannuation Entity’s
(RSE’s) website in accordance with section 29QB of the
Superannuation Industry (Supervision) Act 1993 (SIS Act),
connected Regulations and Class Orders.

Risk Management

To assist Trustees with understanding and implementing
Prudential Standard SPS 220 Risk Management.
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Attachment E - Fees, related parties and concentrated markets
Liu and Arnold

Working Paper
Australian superannuation outsourcing
– fees, related parties and concentrated markets
Kevin Liu and Bruce R Arnold – 12 July 2010

www.apra.gov.au
Australian Prudential Regulation Authority

Copyright
© Commonwealth of Australia
This work is copyright. You may download, display,
print and reproduce this material in unaltered form
only (retaining this notice) for your personal, noncommercial use or use within your organisation. All
other rights are reserved.
Requests and inquiries concerning reproduction and
rights should be addressed to:
Commonwealth Copyright Administration
Copyright Law Branch
Attorney-General’s Department
Robert Garran Offices
National Circuit
Barton ACT 2600
Fax: (02) 6250 5989
or submitted via the copyright request form on the
website www.ag.gov.au/cca
Disclaimer
While APRA endeavours to ensure the quality of this
Publication, APRA does not accept any responsibility
for the accuracy, completeness or currency of the
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or reliance on, this Publication.
Inquiries
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Policy Research and Statistics
Australian Prudential Regulation Authority
GPO Box 9836
Sydney NSW 2001
Tel: 61 2 9210 3000
Email: bruce.arnold@apra.gov.au

Australian Superannuation Outsourcing:
Fees, Related Parties and Concentrated Markets
by
Kevin Liu
University of Sydney
Bruce R Arnold
Australian Prudential Regulation Authority
12 July 2010
Abstract:

Utilising a unique dataset collected by the Australian Prudential Regulation

Authority (APRA), this paper examines the outsourcing by superannuation fund trustees eight
superannuation functions, including administration, asset allocation, and investment
management.

In each of these individual outsourcing markets, we analyse related-party

service providers, the concentration of independent service providers, and the combined
impact on outsourcing costs.
outsourcing fees:

We find that ‘relatedness’ per se does not imply higher

Related-party service providers used by not-for-profit funds generally

charge no more than independent service providers, whereas retail related-party service
providers tend to charge higher fees than their independent counterparts. We also find a
wide diversity in competitiveness in the market for each function:

Where outsourcing is

concentrated among a small number of service providers — even where a large number of
providers offer the service — we find that the dominant service providers charge higher fees.
Acknowledgements: The authors thank their APRA colleagues, including Ross Jones, Charles
Littrell, Katrina Ellis, and members of the Superannuation Industry Group, for many
comments and suggestions. Kevin Liu gratefully acknowledges the financial support of the
Australian Prudential Regulation Authority and the Capital Markets Cooperative Research
Centre.
Disclaimer: The views in this paper reflect the authors’ views and not necessarily the views
of APRA. APRA does not accept any responsibility for the accuracy, completeness or currency
of the material included in this publication, and will not be liable for any loss or damage
arising out of any use of, or reliance on, this publication.
The authors can be contacted at: kevin.liu@apra.gov.au, bruce.arnold@apra.gov.au.
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Summary
Australia’s system of superannuation requires employers to make contributions on
behalf of their employees to complying superannuation funds. Beneficiaries are entitled both
to choose the fund which receives the contributions, and to transfer amounts in their
individual accounts from one fund to another. The combination of compulsory contributions
and portable balances has created a large superannuation industry — a A$1.23 trillion
laboratory experiment of global interest.1
In 2006, APRA compiled a unique dataset relating to 115 large superannuation funds
with assets in excess of $200 million. One segment of the data relates to certain outsourcing
arrangements across a number of key functions, such as custody and actuarial services, and
includes both the identity of the service providers and the fee arrangements. We enhanced
the data by determining any affiliation between the service provider and the trustee of the
superannuation fund. This allows us to distinguish between outsourcing arrangements with
parties affiliated with the superannuation trustee, and those with independent service
providers. A companion paper, ‘Australian Superannuation: The Outsourcing Landscape’ (Liu
and Arnold 2010), discusses the overall usage and different patterns of outsourcing. Indeed,
superannuation-fund outsourcing is prevalent — a rich setting in which to explore outsourcingrelated risks.
A preliminary examination of the data shows that a significant number of
superannuation trustees enter into outsourcing contracts with related parties. We investigate
the fee arrangements for evidence of conflict of interest: Trustees have a legal duty to act in
the best interests of fund members.

When trustees of superannuation funds enter into

arrangements with related service providers, there is the risk that the terms favour the
trustee’s affiliate at the expense of fund members. To test whether this occurs, we compare
related-party fee arrangements to those with independent service providers.
We find that ‘relatedness’ per se is not detrimental to fund members. However, when
we consider whether the fund has been established on a not-for-profit basis, or as a retail
commercial endeavour, we find that the trustees of retail funds pay significantly higher fees
to related service providers. In contrast, the fees paid by trustees of not-for-profit funds to
related parties are not significantly different than those to independent service providers.
The largest difference relates to administrative services, where we find strikingly
different fee models used in different contexts. For independent administrators and not-for1

As at 31 December 2009, superannuation assets totalled A$1.23 trillion (APRA 2009).
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profit related-party (‘NFP-related’) administrators, the fees are predominantly related to the
number of members in the fund.

In contrast, retail fund related-party (‘retail-related’)

administrators charge a large fixed fee plus a variable component based on assets under
management. These different approaches result in the median fund paying $12.2 million in
fees under the retail-related administrator model, versus only $2.3 million to a service
provider who was independent or NFP-related. Retail funds also pay significantly more to
related asset consultants, although the magnitude of the difference is much smaller.
In respect of other functions, we examine the fees paid to independent service
providers, and compare those paid by retail funds to those by not-for-profit funds. We find
that retail funds pay significantly less for auditing, custody and international fixed income,
but significantly more for Australian listed equity.

The economic significance of these

differences, in the context of the median fund investing in a stylised median portfolio, is
suggested by Table 1.
Table 1
SIGNIFICANT DIFFERENCES IN ESTIMATED ANNUAL COST
Not-for-Profit

Retail

Related Service Providers
+ $9,947,000 / fund
+ $290.85 / member
79.9 bps on assets

Administrative Services

+ $135,000 / fund
+ $3.96 / member
1.0 bps on assets

Asset Allocation
Independent Service Providers
Auditing

+ $39,000 / fund
+ $1.14 / member
0.3 bps on assets

Custody

+ $317,000 / fund
+ $9.28 / member
2.5 bps on assets

Investment Management

+ $520,000 / fund
+ $15.21 / member
4.2 bps on assets

Table 2 presents a summary of annual fees paid in respect of the median
superannuation fund, where all functions have been fully outsourced. As can be seen from
the last line of the table, only the combination of a retail fund which outsources to related
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service providers generates economically significant results.

Under these circumstances,

superannuation fund members can incur substantially higher costs.
Table 2
ALL FUNCTIONS — ESTIMATED ANNUAL COST
Median Fund
Total Expense

Not-for-Profit
Independent
Service
Providers

Retail

Related
Service
Providers

Independent
Service
Providers

Related
Service
Providers

Per Fund ($000)

6,345

6,309

6,473

16,592

Per Member ($)

185.53

184.48

189.27

485.13

By Assets

0.51%

0.51%

0.52%

1.33%

We also examine the concentration of the superannuation outsourcing markets for any
impact on the level of fees charged by independent service providers.

We are able to

measure a wide range of concentration across the markets, and find that market
concentration has a significant effect on fees.

In the more competitive markets

(administration and investment management), we find service providers with high market
share are associated with lower fees. In the more concentrated markets (custody, actuarial,
and auditing), service providers with high market share are associated with higher fees. This
suggests that service providers in concentrated markets may be extracting rent from
superannuation trustees.

The Australian Superannuation Industry
The Superannuation Guarantee Charge Act 1992 (Cth) and Superannuation Guarantee
(Administration) Act 1992 (Cth) (collectively, the ‘Superannuation Guarantee’), soon followed
by the Superannuation Industry (Supervision) Act 1993 (Cth) (the ‘SIS Act’), gave birth to a
comprehensive system of private retirement accounts, funded by compulsory wage- or salarybased contributions, tax-deductible to the employer and held in tax-effective superannuation
funds.
Australian superannuation has a century-long history, and many funds predate the
Superannuation Guarantee.

‘Public-sector’ funds were established to provide pension

benefits to certain groups of state and federal government employees; ‘corporate’ funds, to
the employees of a single company; and ‘industry’ funds, to unionised workers in a single
industry. Membership in these three types of funds was both closed and mutually exclusive,
thus the funds properly did not consider themselves to be competitors. ‘Retail’ funds sprang
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up to cater to individuals not eligible for public-sector, corporate, or industry funds, such as
professionals and other self-employed individuals, and to employers not large enough to
justify their own dedicated funds. Retail funds also began to gather lump sums rolling out of
not-for-profit funds which did not themselves offer post-retirement pensions.
The Superannuation Guarantee raised the stakes — significantly increasing the amount
of money flowing into the superannuation system — while the SIS Act transformed the
competitive landscape. The SIS Act allowed public-sector, corporate, and industry funds to
become ‘public-offer’ funds.2 Not only would these funds continue to safeguard the interests
of their established membership, but they could also offer membership to the general public,
in direct competition with retail funds.
Based on the most recent APRA statistical release (APRA 2009), retail funds accounted
for 28.1% of the total; industry funds, 17.8%; public-sector funds, 14.0%; and corporate funds,
4.9%. The balance, or 31.2%, was held in self-managed superannuation funds, which are not
regulated by APRA.

Overall, one-and-a-quarter trillion dollars have been accumulated in

superannuation funds, representing the highest per capita investment of this type in the
world.3

Trusts and Trustees
An Australian superannuation fund is constituted in the form of a trust.4 In most cases,
the trustee is a special-purpose corporation, and in common parlance, the directors of the
trustee corporation are considered to be ‘the trustees’. For a corporate or industry fund, the
trustee board is composed of a predetermined number of employer-, union-, or memberaffiliated representatives. A special-purpose trustee company of this type is run on a not-forprofit basis, thus the only fees charged by the trustee are to cover actual operating costs.
For this reason, previous APRA studies have grouped corporate, industry, and public-sector
funds into a single ‘not-for-profit’ category. (See, e.g., Ellis, Tobin and Tracey, 2008.) The
trustee of a retail fund, on the other hand, typically is a member of a financial-services group
such as a bank or insurance holding company.

2

SIS Act §18.

3

As at the end of June 2008, the AFG Global Funds Management Index calculated that Australians had on
average A$62,632 invested in managed funds, the vast majority of which were held through superannuation
vehicles. The United States, second in the world, had an average investment of A$39,947 as at the same
date.

4

The exception to this rule is public-sector schemes established under various state or commonwealth laws,
and run under the authority of the respective government or its delegate under the enabling law. SIS Act
§10.
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The recent transformation of the superannuation landscape has had significant
governance implications. Prior to the Superannuation Guarantee, defined-benefit funds were
prevalent. Whether the fund be public-sector, corporate, or industry, there had always been
a single party with a clear financial interest in monitoring the trustee so as to maximise fund
performance.

Since the Superannuation Guarantee, the vast majority of superannuation

assets accumulated over the past two decades is held in defined-contribution schemes. Not
only is the investment risk shifted to the individual fund member, but so is the responsibility
to monitor trustee performance.
In the context of a superannuation fund, the term ‘performance’ encompasses both
investment earnings and expenses incurred by the trustee. Trustees have a legal duty to act
in the best interests of fund members. However, there are no explicit constraints on the fees
which a trustee can charge for its own services, nor on the extent to which the trustee can
sub-contract its duties to affiliated parties. In the case of a public-sector, corporate, or
industry fund, the trustee is organised on a not-for-profit basis. In the case of a retail fund,
though, the trustee (or the corporate group to which it belongs) has the strong expectation of
profiting from its superannuation business. That retail trustees must reconcile their (group’s)
profit motives with their fiduciary duty to act in the members’ best interest gives rise to
agency risk.

Outsourcing
Superannuation trustees, responding to a 2006 APRA survey, indicated the level of
outsourcing across eight functions:

auditing, administrative services, legal services, asset

allocation, sales and marketing, custody, actuarial services, and investment management.
The responses showed that outsourcing is widespread. Every single respondent outsourced at
least one function, and nearly two-thirds of the funds outsourced six or more. In some ways,
the principal responsibility of superannuation trustees is to select and monitor its service
providers.
Table 3 shows the number of outsourcing arrangements into which the trustees of these
115 superannuation funds entered, tabulated by type of fund and the ‘relatedness’ of the
service provider.

See Liu and Arnold (2010) for an analysis of outsourcing arrangements

framed in terms of the number of funds outsourcing a given function.
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Table 3
NUMBER OF OUTSOURCING ARRANGEMENTS — ALL FUND TYPES

Fund Type

ALL SERVICES, ALL PROVIDERS

Administrative Services
Asset Allocation
Auditing
Custody
Actuarial Services
Investment Management
Legal Services
Sales and Marketing
*

Number of
Funds
Outsourcing *

Number of Contracts
Related
Service
Provider

Independent
Service
Provider

Total

Not-for-Profit

71 of 83

30

50

80

Retail

21 of 32

15

6

21

Not-for-Profit

79 of 83

11

61

72

Retail

12 of 32

5

4

9

Not-for-Profit

83 of 83

0

101

101

Retail

32 of 32

0

23

23

Not-for-Profit

62 of 83

4

57

61

Retail

19 of 32

1

14

15

Not-for-Profit

51 of 83

0

45

45

6 of 32

1

3

4

Not-for-Profit

83 of 83

69

884

953

Retail

32 of 32

15

58

73

Not-for-Profit

74 of 83

7

76

83

9 of 32

0

5

5

15 of 83

3

4

7

4 of 32

2

10

12

Retail

Retail
Not-for-Profit
Retail

101
81
124
76
49
1026

19

Funds were required to disclose contractual details only where outsourcing arrangements were for five per cent or more of a
given function. Furthermore, some responses included patent errors which could not be rectified by reference to other data
collected by APRA. Accordingly, the number of contracts for which we have reliable data can be fewer than the number of
funds outsourcing a given function.

In total, 287 service providers5 were represented in the sample, of which 46 were
related to one or more funds. Service providers are almost always independent in the case of
professional services. This is related in part to probity issues (e.g., auditing), but presumably
for other services (e.g., legal), it can be more cost-effective to hire a third party than to
develop the capacity in-house. Outside of the professional services, both not-for-profit funds
and retail funds retain independent service providers, and that too is presumably driven by
cost. However, when the service provider is related to the trustee, it becomes evident that
not-for-profit and retail funds are motivated differently.
In the not-for-profit sector, related service providers fall into three categories. Some
industry funds sub-contract to related special-purpose companies, which are themselves run
on the same not-for-profit basis.

5

88

We interpret these outsourcing arrangements to be

These figures aggregate multiple entities into a single provider per corporate group.
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strategically driven, e.g., to limit liability or otherwise to insulate the trustee from day-today operations. A second category of related-party outsourcing relates to corporate funds,
where the employer itself is formally appointed to perform certain functions; this naturally
occurs most often in respect of financial-service companies.

The third category involves

entities unique to the Australian scene: collaborative ventures formed by multiple industry
funds, with the objective of attaining economies of scale without paying third-party profits.
Some of these ventures charge fees calculated to cover actual operating costs, while others
charge competitive rates but rebate profits to the owner funds (see Brown and Davis 2009).
In all three of these arrangements, though, our analysis shows that related-party outsourcing
has roughly the same impact on fund members as outsourcing to independent service
providers. This indicates a consistency in approach by trustees of not-for-profit funds, to
minimise the cost of delivering superannuation to the fund’s members.
This contrasts greatly with outsourcing in the retail sector. Our analysis shows that the
fees paid to related-party service providers are significantly higher than fees paid to third
parties. Outsourcing by retail funds does not appear to be intended to reduce members’
costs, but instead may constitute part of the revenue model for the retail superannuation
product.

Outsourcing — A Review of the Literature
We follow the lead of the Federal Reserve Bank of New York (1999) and the Bank for
International Settlements (2005), who define ‘outsourcing’ as the transfer of direct
managerial responsibility — but not accountability — to a third-party service provider (either
affiliated or independent) who discharges those responsibilities on a continuing basis. This
definition highlights the key feature of outsourcing in the superannuation industry, that
trustees retain full accountability for outsourced functions.
The potential benefits of outsourcing are well reported in prior studies: economies of
scale via third-party service providers (Harland et al. 2005; Hendry 1995; Rimmer 1991);
enabling firms to free up assets and concentrate on activities in which they have core
competencies (Gewald and Dibbern 2005; Arnold 2000; Prahalad and Hamel 1990); accessing
external expertise or technologies (Greaver 1999; Venkatesan 1992); and even improving their
own image by association with service providers perceived to be superior (Greaver, 1999).
Other benefits of outsourcing include greater flexibility in the face of changing market
conditions (Harland et al. 2005; Greaver 1999) and improved quality of goods or services in
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the face of underperforming in-house production (Gewald and Dibbern 2005; Elmuti and
Kathawala 2000).
Although outsourcing offers many benefits, it also poses challenges to both individual
firms and the industry as a whole. Outsourcing inevitably places at least part of a firm’s
destiny in the hands of other entities (Globerman and Vining 2004). This introduces new risks
such as operational risk, reputational risk and compliance risk (Chopra and Sodhi 2004; Faisal
et al. 2006a & b; Wu et al. 2006). Incomplete contracting and imperfect monitoring can lead
to agency problems, especially when service providers are related to the outsourcing firm
(Freeman and Brown 2008). As a result, a firm must develop new managerial competencies
and dedicate sufficient resources to manage outsourcing relationships and mitigate
corresponding risks (Isern and Bendixen 2007). The failure to do so may lead to recurrent
operational problems or even a severe disruption to a firm’s business (Federal Reserve Bank
of New York, 1999). At the industry level, a concentrated market can see a small number of
common service providers, on which multiple outsourcing firms rely heavily.

This can

constitute systemic risk — perhaps one which should draw the attention of regulators (IOSCO
2005; BIS 2005).
Benefits and risks are shaped by the materiality of activities outsourced and the nature
of the outsourcing arrangement (IOSCO 2005). According to Federal Reserve Bank of New
York (1999), materiality can be decomposed into size (the extent of outsourcing) and
criticality (the importance of the function outsourced).

Traditionally, outsourcing was

limited to support services such as administration, human resources and information
technology (Ono 2003; Stroh and Treehuboff 2003; Lacity and Willcocks 1998; Cross 1995), socalled secondary-value chain activities.

Furthermore, only a part of the function was

outsourced, thus leaving firms with at least some residual capabilities (Harland et al. 2005).
Recent patterns, though, see firms outsourcing their core activities (Globerman and Vining
2004; Lamming 1993), leading to debate over how much and how ‘close to core’ a firm should
outsource (Harland et al. 2005).
The nature of the outsourcing relationship is also important. While the same general
principles apply, the risks of outsourcing to a related party may be different, as the
contractual arrangement may be of a less-than-arms-length nature (Coates and Hubbard
2007; IOSCO 2005). The outsourcing firm may find itself less able to control a related service
provider — a phenomenon known as a captive outsourcer (Freeman and Brown 2008).
In the financial-services sector, prior studies have examined outsourcing arrangements
in the mutual-fund industry in the United States, where outsourcing has been found to
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account for between 13% and 26% of all investment-management activities.

As to the

motivation for this level of outsourcing, Cashman and Deli (2009) provide evidence supporting
the knowledge-transfer argument of Jensen and Meckling (1992):

Where it is costly to

transfer specific knowledge, funds feel a need to outsource in order to access outside
expertise. However, in their analysis of a cross-sectional sample of 2002 data, Cashman and
Deli find no performance difference between outsourced and in-house management. Chen,
Hong and Kubik (2006) find that outsourced funds actually underperform in-house managed
funds, using a more comprehensive panel data from 1994 to 2004. They argue that it is
harder for a fund sponsor continuously to monitor the effort of an external manager; sponsors
rely on returns to do so, thus external managers are more likely to be replaced after a period
of poor performance.

As a result, external managers tend to minimise the likelihood of

underperformance, which influences their risk-taking behaviour. On the other hand, Duong
(2007) asserts that underperformance is not due to risk-taking behaviour but to conflicts of
interest. Conflicts of interest are also documented by Freeman and Brown (2008), which
show that related service providers charge (captive) funds substantially higher fees for the
same services.
One feature of these studies is that they all focus on mutual funds organised to
generate commercial profits. As discussed above, the superannuation industry in Australia is
founded on a trust structure, where funds must be managed in the best interest of the
members. While there is still room in the Australian scheme for superannuation funds to
generate commercial profits, this is not a motivation for a large portion of the industry. This
paper aims to expand the literature by empirically examining outsourcing in the Australian
context, where the profit motive may or may not be present.

Data and Testing Procedures
In late 2006, APRA asked superannuation trustees to complete two surveys, one relating
to historical investment performance and the other to a wide range of governance issues,
including outsourcing. APRA received 187 responses to the two surveys. 115 funds provided
data sufficient for analysing five-year fund-level investment performance (see Sy and Liu
2010). Those same 115 funds are examined here.
In respect of outsourcing, trustees were asked to identify all service providers to whom
five per cent or more of any of certain specified functions were outsourced, and to disclose
the level of compensation paid to the service provider. We then undertook to enhance the
data, by examining the relationship between the service provider and the superannuation
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trustee. This required us to classify each service provider as an independent party or related
to the trustee.6

We augmented the survey data with information from both an APRA-

maintained directory of service providers and quarterly information returns. The net result is
what we believe to be a unique dataset, with relevance not only to the superannuation
landscape in Australia, but also to any investigation of outsourcing in its own right.
The vast majority of responses, some 95 per cent, indicated that the entire function
had been outsourced, or that the entire function had been retained. A substantial number of
the remaining responses showed outsourcing of 90 per cent or more, but less than 100 per
cent. This suggested one of two interpretations: In the first case, the trustee may have
retained an oversight role to which it had attributed a percentage of the overall function. In
the second case, the trustee may have outsourced the entire function, but to more than one
service provider; if any service provider were less than five per cent of the function, though,
the arrangement would not have been reportable under the terms of the survey. Another set
of responses noted that ten per cent or less of a function had been outsourced, which
suggests that the trustee had retained almost complete control of the function, but perhaps
used a service provider for one or more small tasks. Roughly two per cent of the responses
were true intermediate values, most of which referred to the investment management
function, where multiple investment managers is more the rule than the exception.
In respect of the investment management function, fees were invariably reported as a
percentage of funds under management, and there is no need to adjust the data to
accommodate partial outsourcing.

For other outsourced functions, however, we use the

dollar amount of the fee as reported, but normalise all other variables to the percentage of
the function outsourced.

Thus, for example, if a respondent were to have reported a

$1,000,000 fee attributable to 25% of the administration of a $2 billion fund, we treat it as if
the fee were attributable to 100% of the administration of a $500 million fund.

Economic Significance
For each outsourced function, we supplement our statistically significant findings with
an assessment of the economic significance, in the form of per-member dollar costs, derived
from our best-fit regressions using median values for fund assets and number of members. In
that fees are generally levied on the basis of assets and/or members, we also estimate costs
for the first and third quartiles, to identify any economies of scale which might be available

6

We also determined the consolidated group to which each service provider belonged, which prevents
double-counting of the number of service providers across multiple functions.
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to members of larger funds. Table 4 presents median and average characteristics across fund
type. As the figures, corporate not-for-profit funds are relatively small, industry funds have
the most members, and retail funds have more assets under management.
Table 4
FUND CHARACTERISTICS
Not-for-Profit
Average (Median)
Number of Funds
Total Assets in Sector ($BB)
Fund Assets ($BB)
Number of Members
Member Balance ($)
Number of Investment Options

Retail

All

Industry

PublicSector

All NFP

22

47

14

83

32

115

29.3

136

49.5

214.8

128.4

343.2

1.283

2.654

3.400

2.417

3.806

2.803

(0.633)

(1.271)

(2.529)

(0.962)

(1.843)

(1.245)

Corporate

12,568

177,674

60,643

114,171

102,834

111,016

(8,650)

(84,444)

(44,789)

(34,140)

(41,778)

(34,200)

102,949

28,409

104,669

61,030

69,270

63,323

(92,642)

(16,398)

(79,597)

(36,549)

(49,643)

(37,850)

6.1

7.0

5.3

6.5

98.6

32.1

(4.5)

(7.0)

(5.5)

(6.0)

(36.0)

(7.0)

Detailed Analysis
Our focus in this paper is to examine the fees charged for outsourced services. To the
extent the data allows, we examine the interaction between fees and both the status of the
service provider (related or independent) and the type of fund (not-for-profit or retail). We
use three explanatory variables to attempt to replicate the revenue models of the service
providers. Service providers could charge on the basis of funds under management, in which
case the fund assets would explain the fees. Alternatively, services could be provided on a
per-member basis, thus the number of members would be a useful explanatory variable. We
also use the number of investment options as a proxy for fund complexity as a possible
determinant of fees.

Administrative Services
‘Administrative Services’ offered one of the richest datasets, with 101 reported
outsourcing arrangements widely distributed across all types of funds and service providers.
Table 5 sets out the results of modelling fees in this area. Across all funds, administrative
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TABLE 5
ADMINISTRATIVE SERVICES — REGRESSION DIAGNOSTICS
Coefficient (t-stat)

Model 1

Model 2

Model 3

1134.1 -17.1

Intercept *

(1.11)
(4.98)***
(2.77)***

(4.43)***

0.051
(4.03)***

18.82
(3.50)***

24.45
(3.69)***

(3.44)***
10467.5 9655.

5

(4.13)***

(3.69)***
(2.92)***

(3.03)***
(1.18)

-1.09 -25.53

Members × Retail

(-0.06)
-539.6 299.5

NFP-Related Dummy

(-0.29)

(-1.29)
-434.9

(0.19)

(-0.18)

0.107 0.056

Assets × NFP-Related

(2.10)**

(0.45)

19.52 -4.92

Members × NFP-Related

(2.08)**

(-0.39)*

734.5

Independent Dummy

(0.54)
0.051

Assets × Independent

(0.44)
24.44

Members × Independent

(2.84)***

Observations

101

101

101

101

101

39.86

48.65

40.90

25.51

20.29

<.0001

<.0001

<.0001

<.0001

<.0001

0.5521

0.6008

0.6302

0.7139

0.6383

0.5383

0.5884

0.6148

0.6859

0.6068

F-test statistic

Adjusted r

8921.0

0.211 0.161

Assets × Retail

2

(2.84)***

7296.8

Retail-Related Dummy

Pearson’s r

(0.44)

(0.19)

Retail Dummy

2

(0.54)

3.34

Fund Options

Prob > F-stat

734.5

(0.31)

0.126

15.26 18.44

Members (Normalised) ‡

Model 5

339.8
(-0.02)

0.165 0.137

Assets (Normalised) †

Full Model

*

The coefficient relates to thousands of dollars for the contract as a whole.

†

The coefficient corresponds with percentage points, thus a coefficient of 0.01 corresponds to a 1 basis-point annual fee.

‡

The coefficient corresponds with dollars per member.

Qualification of t-stat:
*
Significant at the 10% level
**
Significant at the 5% level
***
Significant at the 1% level
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fees appear to have been formulated on the basis of a ‘flagfall’ (i.e., the regressed constant)
plus a variable cost based on both the number of members and the size of the fund, but not
fund complexity. (See Table 5, Model 1.) We proposed fund complexity as an explanatory
variable on the basis that funds with more investment options would likely see greater
transactional volume, which in turn would increase the cost of administration. However, we
note that fees for transactions such as switching investment options can be charged directly
to the individual member’s account, and therefore would not appear in the fees paid by the
fund as a whole.
Retail funds pay significantly higher fees for administrative services (Model 2) and in
particular for outsourcing to related service providers (Model 3). In Model 3 we do not find a
significant coefficient on the dummy variable for NFP-related service providers, suggesting
that there is no difference between the fees charged by independent services providers and
NFP-related parties.
Based on analyses of various sample subsets, we find that fees for outsourced
administration appear to be based on three distinct revenue models.

Accordingly, we

simultaneously estimate a revenue model for each group (Model 4). As the full-model results
show, independent service providers base their fees primarily on the number of members in
the fund, while related providers in the retail sector charge a flagfall plus a variable
component based on funds under management.

Related service providers in the not-for-

profit sector use a hybrid revenue model, based on both members and fund size, but on
average the fees are comparable to those charged by independent service providers. Why the
different administrators charge on different bases for the same service is not clear. It is a
concern for the not-for-profit sector, though, that administrators are charging on a permember basis when their costs are likely to be incurred on a per-transaction basis.
Table 6 quantifies the economic significance of the different fee models by examining
the fees charged to a fund with the median number of members per fund (34,200) and the
median fund size ($1.245 billion), estimated with the full-model regression coefficients. We
also estimate the fees for a smaller ‘First Quartile Fund’ with 12,200 members and assets of
$505 million, and a larger ‘Third Quartile Fund’ with 122,900 members and assets of
$3.539 billion.
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Table 6
ADMINISTRATIVE SERVICES — ESTIMATED ANNUAL COST
Not-for-Profit

Independent

Retail

First Quartile Fund
Per Fund ($MM)

1.08

1.29

10.71

Per Member ($)

88.52

105.74

877.87

Per Dollar

0.21%

0.26%

2.12%

Per Fund ($MM)

2.30

2.20

12.25

Per Member ($)

67.25

64.33

358.16

Per Dollar

0.19%

0.18%

0.98%

Per Fund ($MM)

6.49

5.54

17.00

Per Member ($)

52.81

45.08

138.32

Per Dollar

0.18%

0.16%

Median Fund

Third Quartile Fund

0.48%

The impact of the distinct revenue models is clearly significant in an economic sense, with
the retail-related service providers charging the median fund $10 million more than an
independent or NFP-related-party service provider.

For smaller funds, the large flagfall

payable by the trustees of retail funds exacerbates the cost disadvantage on a per-member
basis. For larger funds, members of retail funds benefit more from economies of scale, but
still absorb higher per-member costs than in the not-for-profit sector.
To investigate further the impact of relatedness on fees, we effectively force each
outsourcing contract through each of the three revenue models, and look for any systematic
effects. We start by using the coefficients for the independent service-provider model to
predict fees for all service providers. We then compare actual fees to predicted fees; the
scatter plot shown in Figure 1 charts the residuals. Observing that the residuals appear to be
correlated to the type of arrangement, we then regress the residuals on dummies
corresponding to the three distinct revenue groups. Using the independent revenue model,
the coefficient for the independent dummy is necessarily zero. Significant coefficients for
the other dummies, however, can be construed to indicate differences in absolute fee levels.
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Figure 1
ADMINISTRATIVE SERVICES — ACTUAL FEES AS A MULTIPLE OF PREDICTED FEES

We repeat the procedure for all revenue models. The results, set out in Table 7, are
striking.
Table 7
ADMINISTRATIVE SERVICES — RESIDUALS ANALYSIS
Revenue Model
Independent

NFP Related

Retail Related

Service Provider

Prob > |t|

Independent

0.00

1.000

NFP Related

0.47

0.638

Retail Related

6.12***

Independent

0.17

0.864

NFP Related

0.00

1.000

Retail Related

5.50***

<0.001

Independent

-7.72***

<0.001

NFP Related

-6.27***

<0.001

Retail Related
*** T-stat significant at the 1% level

t-stat

0.00

<0.001

1.000
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The residual regressions show that there is no significant difference between the fees charged
by independent providers or by NFP-related providers. However, the absolute fees charged
by retail-related providers are significantly higher. This same effect is visible when all three
groups are run through the NFP-related revenue model:

the coefficient for independent

service providers is not significantly different than zero, while the retail-related coefficient is
highly significant and positive. Finally, when the retail-related model is specified, both the
independent and NFP-related service providers charge significantly less than retail related
parties. By any measure, then, retail-related fees are significantly higher, while NFP-related
providers charge the same as independent service providers.
Overall, our results on administrative services suggest that ‘relatedness’ is not per se
associated with different fee levels.

NFP-related providers do not charge significantly

different amounts than independent service providers.

However, retail-related providers

charge a large annual fixed cost plus fees calculated on assets under management. This
results in much higher fees for smaller funds due to the fixed cost, and in respect of the
larger funds, reduces what would otherwise be economies of scale due to larger fund size.
As noted above, some funds impose fees on individual members for transactions such as
switching investment options. To the extent these fees are charged, they do not appear in
our data.

Thus we are unable to determine whether independent and NFP-related

administrators are in all cases charging fees sufficient to recover their actual costs,
particularly in the case of complex funds.

Asset Allocation
‘Asset Allocation’ is the only other function with sufficient data to investigate fees paid
to related parties. Model 1 of Table 8 shows that fees are charged on the basis of a fixed fee,
plus a variable component based on fund size. The fees paid by the trustees of retail funds to
all service providers are not significantly different from those paid by the trustees of not-forprofit funds. However, when we use a dummy to identify related parties (5 retail and 11 notfor-profits), different rates prevail.

As the full-model results show, independent service

providers tend to charge a large flagfall and a relatively small variable fee. Retail-related
parties tend to forego the flagfall, but charge a variable fee some nine times greater. NFPrelated service providers also charge a greater variable fee than independents, but this is
more than offset by a much smaller fixed charge.
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TABLE 8
ASSET ALLOCATION — REGRESSION DIAGNOSTICS
Coefficient (t-stat)

Model 1

(7.09)***

186.8
(7.61)***

0.0033 0.003
(3.49)***

5
(4.94)***

0.0027
(3.45)***

0.09
(0.55)

Members (Normalised) ‡
Fund Options

Full Model

177.2 171.1
(7.47)***

Intercept *
Assets (Normalised) †

Model 2

-0.205
(-1.00)
31.1

Retail Dummy

(0.55)

Retail-Related Dummy

-195.0
(-1.37)

Assets × Retail

0.0214
(2.38)**

NFP-Related Dummy

-112.7
(-1.71)*

Assets × NFP

0.0039
(2.38)**

Observations

78

78

78

8.76

12.53

8.24

Prob > F-stat

<.0001

<.0001

<.0001

Pearson’s r2

0.262

0.2505

0.3639

0.2321

0.2305

0.3197

F-test statistic

Adjusted r

2

*

The coefficient relates to thousands of dollars for the contract as a whole.

†

The coefficient corresponds with percentage points, thus a coefficient of 0.01 corresponds
to a 1 basis-point annual fee.

‡

The coefficient corresponds with dollars per member.

Qualification of t-stat:
*
Significant at the 10% level
**
Significant at the 5% level
***
Significant at the 1% level

As with the administrative function, Table 9 quantifies economic significance in the
context of a median fund ($1.245 billion), and explore the impact of size in the context of
first- and third-quartile funds ($505 million and $3.539 billion, respectively).
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Table 9
ASSET ALLOCATION — ESTIMATED ANNUAL COST
Not-for-Profit

Independent

Retail

First Quartile Fund
Per Fund ($000)

107.2

200.3

113.4

Per Member ($)

8.78

16.41

9.29

0.021%

0.040%

0.022%

Per Fund ($000)

155.9

220.0

291.5

Per Member ($)

4.56

6.43

8.52

0.013%

0.018%

0.023%

Per Fund ($000)

306.8

281.3

843.8

Per Member ($)

2.50

2.29

6.87

0.009%

0.008%

0.024%

Per Dollar
Median Fund

Per Dollar
Third Quartile Fund

Per Dollar

For the median and smaller funds, the reduced flagfall paid to NFP-related service providers
more than offsets the higher variable cost. For larger funds, however, the lower variable
component of independents’ fees eventually results in lower overall costs. The retail funds
contracting to related service providers are generally larger ($3.2 billion on average vs. the
$1.245 billion median size), where the higher variable rate results in substantially higher permember costs.

Auditing
All superannuation funds use an independent auditor,7 thus our analysis focuses on the
comparison of fees between the retail and not-for-profit sectors. (See APRA (2008), pp. 7-17
for a discussion of recent trends in superannuation auditors and audit expenses.) We begin by
running a single regression across all outsourcing arrangements to discern whether the fees
are based on fund size, number of members or fund complexity. As Model 1 shows (see Table
10), all three explanatory variables are significant inputs into the fee calculation. Model 2
adds a dummy for retail funds, and the regression results show that trustees of retail funds
pay marginally lower audit fees than their not-for-profit counterparts.

In the full-model

results, the trustees of not-for-profit funds appear to be willing to pay audit fees calculated

7

APRA requires superannuation funds to retain independent auditors, thus trustees do not have the option to
perform this function themselves. Nonetheless, auditing falls within the scope of this outsourcing study
because of the trustees’ role in appointing, compensating, and otherwise monitoring the auditor.
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TABLE 10
AUDITING — REGRESSION DIAGNOSTICS
Coefficient (t-stat)

Model 1
58.1 62.1
(6.71)***

(7.01)***

0.0013 0.001
(3.48)***

4
(3.73)***

0.26 0.24
(3.07)***

(2.87)***

0.243 0.331
(2.38)**

(2.95)***

Intercept *
Assets (Normalised) †

Model 2

Members (Normalised) ‡
Fund Options

-34.3 24.6
(-1.8)*

Retail Dummy

Full Model

(1.14)
-0.0005
(-0.71)

Assets × Retail

0.93
(3.27)***

Members × Retail

0.409
(3.6)***

Options × Retail

53.3
(3.89)***

NFP Dummy

0.0020
(4.44)***

Assets × NFP
Members × NFP

0.13
(1.37)

Members × NFP

1.35
(0.77)

Observations

124

124

124

25.27

20.12

47.77

Prob > F-stat

<.0001

<.0001

<.0001

Pearson’s r2

0.3872

0.4035

0.7671

Adjusted r2

0.3719

0.3834

0.7511

F-test statistic

*

The coefficient relates to thousands of dollars for the contract as a whole.

†

The coefficient corresponds with percentage points, thus a coefficient of 0.01 corresponds
to a 1 basis-point annual fee.

‡

The coefficient corresponds with dollars per member.

Qualification of t-stat:
*
Significant at the 10% level
**
Significant at the 5% level
***
Significant at the 1% level

as a flagfall plus a variable charge based on total fund size. In contrast, trustee of retail
funds seem to be able to negotiate fees based on the number of members and the number of
investment options — an arrangement which results in lower costs to members.
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The economic significance of the difference in auditing fees, based on the median fund
size, number of members and number of investment options is suggested by Table 11.
Table 11
AUDITING — ESTIMATED ANNUAL COST
Not-for-Profit

Retail

Median Investment Options
Per Fund ($000)

91.8

52.8

Per Member ($)

2.68

1.54

0.007%

0.004%

Per Fund ($000)

84.9

68.5

Per Member ($)

2.48

2.00

0.006%

0.005%

Per Dollar
Adjusted for Options *

Per Dollar
*

The revenue model for auditing includes the number of investment options as a
significant explanatory variable. The median number of investment options across all
funds is seven, but the median retail fund offers 30 options. ‘Adjusted for Options’
reflects the higher auditing cost for funds with more options.

Custody
The use of related party custodians is limited to only five funds, and thus we do not
have enough data to explore the effect of service-provider independence on the fees
charged.8 For the 71 independent service providers, custodial fees are charged purely on an
assets-under-management basis, as neither members nor investment options is significant in
explaining fee levels. (See Model 1, Table 12.) Controlling for fund size, we find that the
trustees of retail funds pay significantly less in custodial fees than the trustees of not-forprofit funds. (See Model 2, Table 12.)
For a fund with median assets under management ($1.245 billion), the annual custodial
fee payable by a not-for-profit fund is estimated at $523,000, or $15.30 per member, while
the fee payable by a retail fund is estimated at $206,000, or $6.02 per member. However,
these results must be tempered by the fact that retail funds rarely invest directly. Instead,
the vast majority of assets in a retail fund consist of investment products where the service

8

In the retail sector, only one of the 16 custodial outsourcing arrangements involved a related service
provider. However, the fee charged by that custodian was over ten times higher than the second highest
fee, even though the second highest fee was for a fund with more members and more funds under
management. The value was so extreme that its inclusion dominated all regressions, and was dropped for
that purpose. We also dropped four custodial arrangements with related service providers in the not-forprofit sector (all were corporate plans within the financial-service sector), leaving 71 independent service
providers to both not-for-profit and retail funds.
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TABLE 12
CUSTODY — REGRESSION DIAGNOSTICS
Coefficient (t-stat)

Model 1

Model 2

Intercept *

129.5 181.8
(1.91)*

(2.71)***

Assets (Normalised) †

0.028 0.027
(15.52)***

(19.6)***

Members (Normalised) ‡

-0.03
(-0.12)

Fund Options

-0.63
(-1.07)
-317.2

Retail Dummy
Observations

(-2.74)***
71

71

F-test statistic

120.97

204.23

Prob > F-stat

<.0001

<.0001

Pearson’s r2

0.8442

0.8573

0.8372

0.8531

Adjusted r

2

*

The coefficient relates to thousands of dollars for the contract as a
whole.

†

The coefficient corresponds with percentage points, thus a
coefficient of 0.01 corresponds to a 1 basis-point annual fee.

‡

The coefficient corresponds with dollars per member.

provider independently arranges for the custody of the underlying assets. Thus the bulk of a
retail fund’s true cost of custody is bundled into the fees paid for investment management.

Actuarial Services
Not all funds — especially of the defined-contribution type — require actuarial services.
Indeed only 49 actuarial contracts were reported, and all but one outsourcing arrangement
were with independent service providers. Looking only at those data, we find no significant
difference between fees paid by trustees of retail superannuation funds and trustees of notfor-profit funds. In both cases, the magnitude of the fees is on the order of three to four
cents per member.

Investment Management
Investment management arrangements were divided into nine categories. For some of
these categories, such as balanced funds comprised of investments in different asset classes,
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the fee data was difficult to compare across different funds, given the idiosyncratic nature of
certain investment mandates. For six categories, the data were relatively homogeneous, thus
we are able to compare fees paid by trustees of not-for-profit funds to fees paid by retail
trustees. We note that the data do not reflect any investment-manager compensation or
expense reimbursement that is withheld directly from gross investment returns.
In respect of the other outsourced functions, we set the dollar amount of the contract
as the dependent variable, and when we control for fund size, the coefficient is positive.
Here, the dependent variable is the fee expressed as a percentage. When we control for fund
size, a negative coefficient means that larger funds are able to negotiate a lower rate,
notwithstanding the fact that the dollar amount of the arrangement is higher.
For cash-management products and international fixed income, there is no correlation
between the assets consigned to an investment manager and the fee charged by that
manager.

For the other categories (Australian fixed income, international listed equity,

Australian listed equity, and Australian listed property), the fee decreases with contract size,
but not linearly. Instead, the better fit is provided by the logarithm of the consigned assets.9
The regression diagnostics are set out in Table 13.
The only asset classes where there is a statistically significant difference in the fees
payable by trustees of retail and not-for-profit funds are international fixed income and
Australian listed equity. We find retail trustees obtain a discount of approximately 13.7 basis
points on international fixed income investment arrangements, but appear willing to pay 11.1
bps more for Australian listed equity.

From the coefficients of determination (r2). it is

evident that these regressions have less explanatory power than regressions estimating the
dollar amount of fees, but the results are nonetheless significant.
To determine the economic significance of these differences, we looked at asset
allocations across all reporting funds to create a stylised portfolio, based on the median
allocations to the six classes reported above. On an asset-weighted basis, and giving heed
only to statistically significant differences in fee levels), In this stylised portfolio,
international fixed income accounts for seven per cent of fund assets, and Australian listed
equity for forty per cent. Thus the ‘retail discount’ on the international bond portfolio is
more than offset by the higher fees on the Australian share portfolio. The net result is that
retail trustees pay a composite investment-management fee some of 4.3 bps higher than not

9

This fee model also proved useful in the context of direct property investments. This asset class is limited
to not-for-profit funds, thus does not appear in Table 12.
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TABLE 13
INVESTMENT MANAGEMENT — REGRESSION DIAGNOSTICS
Coefficient* (t-stat)

Cash

Int’l
Fixed
Income

Aus’n
Fixed
Income

0.205 0.538
(2.79)***
(4.61)***

Intercept
Log of Assets
Retail Dummy

-0.008 -0.022
(-1.15)
(-1.92)*
0.042
(1.10)

Observations

-0.137
(-1.87)*

Int’l
Listed
Equity

Aus’n
Listed
Equity

0.535 1.980
1.868
(3.46)***
(11.58)***
(12.08)***
-0.027
(-1.87)*
-0.111 0.048
(-0.9)

-0.125 -0.126
(-7.95)***
(-9.03)***
0.111
(0.53)
(1.81)*

Aus’n
Listed
Property
1.304
(4.17)***
-0.093
(-2.84)***
0.070
(0.41)

43

63

57

217

250

25

1.07

4.22

2.07

31.64

42.82

4.16

Prob > F-stat

0.3536

0.0193

0.1359

<.0001

<.0001

0.0294

Pearson’s r2

0.0506

0.1233

0.0712

0.2282

0.2574

0.2743

Adjusted r2

0.0032

0.0941

0.0368

0.2210

0.2514

0.2083

F-test statistic

*

The coefficient corresponds with percentage points, thus a coefficient of 0.01 corresponds to a 1 basis-point annual fee.

Qualification of t-stat:
*
Significant at the 10% level
**
Significant at the 5% level
***
Significant at the 1% level

for-profit trustees, or 30.4 bps pa retail vs. 26.1 bps not-for-profit. For the median fund, this
fee differential amounts to $520,000 annually, or $15.21 per member.

Market Concentration
Shifting from the perspective of the trustee to the perspective of the service provider,
we examine the relationship between the level of fees charged by independent service
providers and the concentration of the market in which they function. We used a number of
proxies for market concentration, including the number of competitors and concentration
ratios (CR5, representing the aggregate market share of the five largest competitors; and
CR10, the ten largest competitors).

We concluded that the Herfindahl-Hirschman Index

provided the most apt proxy for the purpose here.
The Herfindahl-Hirschman Index (HHI) is a widely adopted measure intended to capture
the degree to which market share is held by the largest firms (Honohan and Kinsella 1982;
Rhoades 1993). It is calculated as the sum of the squares of the market share (MS) of all
competitors:
.

25

The HHI for a pure monopoly is 1, and decreases in both the number of competitors and the
fragmentation of market share. According to United States Department of Justice guidelines,
an HHI above 0.18 indicates a highly concentrated market, and above 0.10, a moderate
concentration. Chan Schumacher and Tripe (2007) find that higher HHIs are correlated with
greater pricing power by competitors.
Figure 2 maps the major functions outsourced by superannuation trustees to HHI and
the CR5 concentration ratio. Professional services show highly concentrated markets, while
administrative services and the management of many classes of investment assets are offered
in highly competitive markets.
Figure 2
INDICATORS OF MARKET CONCENTRATION

Looking at each market separately, we model the relationship between market share
and pricing.

In the absence of pricing power, we would expect that lower prices are

correlated with higher market share. For example, Figure 3 shows the fees charges by various
investment managers in the highly competitive international listed equity sector.

The

negative slope of the fitted line indicates that larger fund managers tend to charge less than
smaller fund managers, or more likely, that fund managers charging lower fees tend to win
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more business than those charging higher fees. In fact, across all markets with an HHI cut-off
of 0.18, fees were decreasing in market share. (Table 14, Model 1.)
Figure 3
NORMALISED FEE vs MARKET SHARE

By comparison, the relationship between market share and fee level is reversed where
markets are highly concentrated. Figure 4 shows the data for custodial and actuarial services
(see also Table 14, Model 2), where the slope of the fitted line is positive. This indicates that
the firms with high market share are able to command premium prices — evidence of pricing
power.
To assess the nature of fee-setting across all markets, each with a different level of
concentration, we introduce a variable equal to the product of a competitor’s market share
and the HHI score for the respective market. This term, which is high for large providers in
concentrated markets and low for small providers in competitive markets, effectively isolates
the impact of market concentration.
In the full model, adding the interaction term and controlling for fund size, we find a
(highly significant) negative coefficient for market share. This captures the price elasticity of
a competitive market. We find that the coefficient for the interaction term is positive and
highly significant, indicating that pricing power is more prevalent in concentrated markets.
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Figure 4
NORMALISED FEE vs MARKET SHARE

We interpret the full-model results to indicate that the more concentrated the market, the
fee charged by larger service providers is increasingly higher relative to other competitors.
(Robustness checks using CR5 and CR10 return similar results.) Finally, in Model 4, we add a
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dummy for retail funds, to analyse whether the trustees of retail funds are more or less
susceptible to the pricing power exhibited by large competitors in concentrated markets, and
find no effect.
TABLE 14
MARKET CONCENTRATION — REGRESSION DIAGNOSTICS

Coefficient (t-stat)

Model 1
Less
Concentrated
Markets Only

Model 2
Highly
Concentrated
Markets Only

0.0773 -0.3827
(1.75)*
(-3.36)***

Intercept
Market Share

-2.2148 1.661
(-4.08)***

2
(3.96)***

Full Model

Model 4

All Markets

All Markets

0.0573
(1.42)
-2.6719
(-3.44)***

0.0655
(1.44)
-2.6911
(-3.46)***

Assets (Normalised)
Flat-Rate Services

0.5904 0.592
(11.92)***

1
(11.94)***

Assets (Normalised)
Percentage Rates

-0.2814 -0.2802
(-8.17)***

(-8.13)***

Market Share × HHI *

9.3522 9.419
(3.43)***

0
(3.45)***
-0.0791
(0.86)

Retail Dummy
Observations
F-test statistic
Prob > F-stat
Pearson’s r

2

Adjusted r2
*

773

242

1015

1015

16.65

15.72

59.37

47.63

<.0001

<.0001

<.0001

<.0001

0.0211

0.0615

0.1904

0.1910

0.0199

0.0576

0.1872

0.1870

HHI score calculated by reference to market share determined by assets under management. A robustness check
using market share determined by number of mandates returns similar results.

Qualification of t-stat:
*
Significant at the 10% level
**
Significant at the 5% level
***
Significant at the 1% level

It is instructive to consider the relative size of the coefficients for ‘Market Share’ and
‘Market Share × HHI’: At first glance, the impact of market concentration appears three
times greater than the natural effect of price elasticity. However, because the average HHI
of the markets here is 15% (or one in seven), the sensitivity of fees to market concentration is
roughly three/sevenths the sensitivity to competition on price. The net effect of these two
factors is as follows: For markets with a low HHI, there is an expected benefit to using
service providers with higher market shares.

The expected benefit decreases until the

market exhibits an HHI of approximately 29 per cent, after which superannuation funds are
charged higher fees by the dominant service providers.
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These results suggest that superannuation trustees seeking to outsource services in
highly concentrated markets should consider service providers with lower market shares — the
‘minnows’. If these competitors are able to provide comparable services, trustees should be
able to negotiate lower fees on behalf of their fund members.

Conclusion
Table 15 estimates the annual costs associated with a superannuation fund, the trustees
of which have outsourced all of its functions, and which has invested in the stylised portfolio
described above.
The exact composition of fees is slightly different for not-for-profit funds or retail funds
outsourcing exclusively to independent service providers. Nonetheless, for the median fund,
the total expense borne by the members is virtually identical.

Members of larger funds

generally benefit from economies of scale, but these economies are better realised when the
fund trustees outsource to independent service providers. Where the fund is relatively small,
costs are higher on a per-member basis; NFP-related service providers are slightly more
advantageous as their different revenue model lessens the cost-impact of smaller fund size.
Superannuation trustees have a legal duty to act in the best interest of fund members.
Trustees act for their members when they award, negotiate, and monitor outsourcing
arrangements — arrangements which in the aggregate amount to tens of millions of dollars for
larger funds. Accordingly, the trustees’ legal duty is to ensure that fund expenditures are
generating value for money exclusively from the perspective of fund members. Based upon
the results of this study, trustees of not-for-profit funds and retail trustees using independent
service providers are generating near-identical value propositions. In contrast, some retail
trustees using related-party administrators, are paying significantly higher fees, effectively
almost doubling the median member’s cost load.

Reconciling this finding with the

superannuation trustee’s fiduciary duty to fund members will bear further investigation.
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Table 15
ALL FUNCTIONS — ESTIMATED ANNUAL COST
Sector / Provider
First Quartile Fund
Median Fund
Third Quartile Fund

Not-for-Profit
Related
Service
Providers *

Retail
Independent
Service
Providers

Related
Service
Providers *

Per Fund ($000)
Administration

Asset Allocation

Auditing

Custody

Investment Management

Total Expense

Differential *

1,079

1,289

1,289

10,709

2,302

2,202

2,202

12,249

6,494

5,535

5,535

17,001

107

200

200

113

156

220

220

292

307

281

281

844

70

70

35

35

92

92

53

53

158

158

126

126

320

320

3

3

523

523

206

206

1,152

1,152

835

835

1,740

1,740

2,014

2,014

3,272

3,272

3,792

3,792

6,097

6,097

7,265

7,265

3,317

3,620

3,541

12,875

6,345

6,309

6,473

16,592

14,208

13,223

14,042

26,071

303

224

9,558

-36

128

10,247

-985

-166

11,863
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Sector / Provider
First Quartile Fund
Median Fund
Third Quartile Fund

Not-for-Profit
Related
Service
Providers *

Retail
Independent
Service
Providers

Related
Service
Providers *

Per Member ($)
Administration

Asset Allocation

Auditing

Custody

Investment Management

Total Expense

88.46

105.65

105.65

877.82

67.32

64.39

64.39

358.17

52.84

45.03

45.03

138.33

8.79

16.41

16.41

9.29

4.56

6.43

6.43

8.52

2.50

2.29

2.29

6.87

5.76

5.76

2.86

2.86

2.68

2.68

1.54

1.54

1.29

1.29

1.03

1.03

26.25

26.25

0.25

0.25

15.30

15.30

6.02

6.02

9.37

9.37

6.79

6.79

142.62

142.62

165.08

165.08

95.67

95.67

110.88

110.88

49.61

49.61

59.11

59.11

271.89

296.7

290.26

1055.31

185.53

184.48

189.27

485.13

115.61

107.59

114.26

212.13

24.81

18.37

783.42

-1.05

3.74

299.60

-8.02

-1.35

96.52

Differential *
By Assets
Total Expense

*

0.66%

0.72%

0.70%

2.55%

0.51%

0.51%

0.52%

1.33%

0.40%

0.37%

0.40%

0.74%

For auditing and other functions where there is no related-party service provider, the figures incorporate fees
paid to independent providers to the same sector (not-for-profit vs. retail).
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Attachment F - Insurance Code of Practice

INSURANCE IN SUPERANNUATION VOLUNTARY CODE OF PRACTICE

What is the Insurance in Superannuation Voluntary Code of Practice?
The Code is the superannuation industry’s commitment to high standards when providing insurance
to members of superannuation funds.
Insurance in superannuation provides a safety net of cover for Australians. Insurance in
superannuation is usually provided automatically when a member joins a fund. Members may
reduce or cancel their cover at any time, and this process will be made straight-forward and
transparent. Members may also apply to increase their cover to meet their individual needs.
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1.

Introduction

1.1

The Insurance in Superannuation Voluntary Code of Practice (Code) contains standards that
we will uphold on an “if not, why not basis” when providing insurance benefits to you.
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1.2

“We” are superannuation fund trustees that have adopted the Code.

1.3

“You” are members of our fund who are insured through cover that we arrange, and your
beneficiaries. This includes Automatic Insurance Members and members who have chosen
specific cover.

1.4

We will ensure that you are aware of your rights under the Code, by making the Code
available to you on our website, and explaining our Code commitments in relevant
communications and marketing materials.

1.5

Definitions for important terms are in bold and can be found at the end of the Code.

2.

Objectives

2.1

The overarching objective of the Code is to improve the insurance in superannuation offered
to you, and the processes by which we provide insurance benefits to you.

2.2

In carrying out our commitments under the Code, we will be:
a)
b)
c)
d)
e)

transparent
fair
respectful
honest
timely.

2.3

Insurance offered on an automatic basis in superannuation must be appropriate and
affordable, and must not inappropriately erode retirement income.

2.4

Our communications to you will be clear, timely and in plain language, to assist your
understanding of the role of insurance in superannuation and the details of your insurance
cover.

2.5

We will play a visible role in the claims process, and ensure you receive regular updates as
well as a decision on your claim in a reasonable timeframe.

3.

Scope of the Code

Who is bound by the Code?
3.1

The parties bound by the Code are superannuation fund trustees who have adopted the
Code.

3.2

We will ensure our staff and our Service Providers comply with the Code when they are
acting on our behalf.

What products are covered by the Code?
3.3

The Code covers insurance products held by superannuation funds. These are commonly
referred to as:
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a) death cover, which pays on the death of an insured member, or if they are diagnosed as
terminally ill with a life expectancy less than a specified period (generally 12 or 24
months)
b) total and permanent disability (TPD) cover, which pays if an insured member becomes
disabled and is unable or unlikely to ever work again, or unable or unlikely to look after
themselves ever again
c) income protection cover, which is designed to provide a replacement income of a
specified amount for members who are unable to work due to illness or injury.
Depending on the policy, payments may continue up to a specified age if the disability is
ongoing or permanent, or may be payable for a specified maximum period.
3.4

The Code does not cover insurance products held outside superannuation funds, including
health insurance products issued by health insurers.

When does the Code apply from?
3.5

The Code starts on 1 July 2018, and we will state on our website by 31 March 2018 our
intention to adopt the Code. By 31 December 2018, we will publish on our website our
transition plan for how our funds will become compliant with the standards of the Code.

3.6

Our transition plan will include when and how we will comply with the following sections
(which can have different dates of compliance):
a) benefit design and premiums (sections 4.1 to 4.17)
b) automatic cessation of cover and reinstatement (sections 4.25(e) and (f), 4.27, 4.28 and
4.29)
c) the rest of the Code.
We will comply with the Code as early as we can, and no later than 30 June 2021, to allow
for our existing contractual arrangements to be adjusted.

3.7

For applications for insurance, claims or complaints that already exist on the date we
transition to the Code, if the Code commits us to do something within a specified timeframe,
that timeframe begins on our date of transition.

Our relationship with insurers
3.8

We will work closely with our insurers who issue the cover that applies to you, to ensure you
have a consistent end-to-end experience.

3.9

Life insurers who are members of the Financial Services Council are bound by service
standards, set out in the Financial Services Council’s Life Insurance Code of Practice
(Financial Services Council Insurer Code). Any contract that we enter into with an insurer
will require both parties to comply with the code to which they subscribe.

Legal status of the Code
3.10

The Code operates alongside and is subject to existing laws and regulations. Where there is
any conflict or inconsistency between the Code and any law or regulation, that law or
regulation prevails.

3.11

We have a legal requirement to perform our duties and exercise our powers in the best
interests of our beneficiaries. We will comply with our commitments in the Code to the
extent that they are in the best interests of beneficiaries and consistent with our other legal
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duties. However, we cannot comply with anything in the Code that limits our ability to
comply with our statutory and general law duties, and our trust deed. This may require us to
alter our Code commitments, which we will publish in our annual Code compliance report.
We will use our discretion when making decisions about the insurance benefits that we
provide.
3.12

The Code does not limit your rights under any law or regulation.

3.13

The Code does not apply if you start proceedings in any court, tribunal or external
alternative dispute resolution process (with the exception of the External Dispute
Resolution organisation that is relevant to your complaint).

4.

Appropriate and affordable cover

4.1

For the purposes of sections 4.2 to 4.17, “you” refers to Automatic Insurance Members
only.

Benefit design
4.2

Insurance in superannuation is often provided automatically. We will design insurance
benefits for our Automatic Insurance Members with the objectives that they are
appropriate and affordable for our membership.

4.3

We will publish our insurance strategy on our website. This will include an explanation of
how we have designed our automatic insurance cover, to help Automatic Insurance
Members decide whether the automatic insurance cover is appropriate for them.

4.4

If a benefit design is determined by a party other than us, for example a sponsoring
employer that is paying the premiums, we will review the design to ensure it is appropriate
and affordable.

4.5

When we design insurance benefits for our Automatic Insurance Members, we will assess
our members’ likely insurance needs, including considering the following characteristics of
our membership where we know them and believe them to be relevant:
a)
b)
c)
d)
e)
f)
g)
h)
i)

age distribution
gender
industry and occupation
work status (for example, full-time, part-time, contract, casual)
salary
employer contribution levels
claims history
insurability outside automatic arrangements
member feedback based on member research and attitudes to insurance.

4.6

We will assess the appropriateness of our benefit design, including types and levels of
automatic insurance cover, for our membership generally, and for the particular categories
of members described below at 4.10 to 4.12.

4.7

As well as determining the insurance needs of our Automatic Insurance Members, we will
design cover that is affordable and does not inappropriately erode the retirement income of
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our Automatic Insurance Members. We will specifically consider the impact on the
categories of members described below at 4.10 to 4.12.
4.8

We will adjust cover levels or other factors impacting cost such as terms and conditions or
definitions (subject to legislative, regulatory and Code constraints) so that we are satisfied
that our automatic insurance cover is affordable.

4.9

As part of determining affordability when we design insurance benefits for our Automatic
Insurance Members, premiums for this benefit design will be set at a level that does not
exceed 1% of an estimated level of salary for our membership generally, and/or for
segments within the membership, subject to 4.9(c) below.
We will document and publish:
a) our basis for determining an affordable level of cover within the 1% of salary limit(s) for
our membership generally and/or for segments within the membership
b) the measures of salary and timeframes we have used to apply the 1% of salary limit for
our membership, including the specific measures we have used for insurance provided
to our younger members
c) the rationale for instances in which cover has been provided to Automatic Insurance
Members with premiums that exceed 1% due to the identification of particular
circumstances relating to the membership generally and/or segments within the
membership.

Categories of our membership
4.10

For younger members, when designing benefits we will consider:
a) appropriate types and levels of cover, given that younger people are less likely to have
children and other dependants or significant debt, and are more likely to require total
and permanent disability or income protection, rather than death cover
b) the impact of premiums on members who typically have low account balances
c) the likelihood that younger members will be earning significantly lower salaries than
older members
d) working patterns, which may be casual or part-time
e) fair treatment of younger members, taking into account whether there is any crosssubsidisation by premium with older members of the fund,
and as a consequence of the above considerations, it is expected that levels of cover or
premiums will be lower for younger members than for the membership generally.

4.11

For members with low or infrequent contributions, when designing benefits we will
consider:
a) the characteristics of these members, which may include people who have taken leave
for substantial lengths of time and members who are casual or part-time workers
b) the impact of premiums on members who have low or infrequent contributions
c) fair treatment, taking into account whether there is any cross-subsidisation between
different groups of members, for example members at different ages.

4.12

For members nearing retirement, when designing benefits we will consider:
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a) appropriate types of cover given they will generally have higher superannuation
balances, which may reduce the amount of cover needed
b) the impact of high premiums associated with their higher likelihood of claiming
c) the greater emphasis members at these ages typically place on building savings for
retirement as opposed to life insurance protection.
4.13

We will not automatically include you in a division of our fund that is higher risk than the
membership generally due to smoker status or occupation (where such a designation exists)
without relevant evidence.

Reviews and changes to benefit design
4.14

We will review and update as necessary the benefits we offer and the policy details at each
insurance contract renewal (and our review will occur no later than every 3 years), to ensure
they remain appropriate and affordable for the categories of members described in sections
4.10 to 4.12 above.

4.15

We will assess the premiums for our Automatic Insurance Members at each policy renewal
(and no later than every 3 years) to ensure premiums remain consistent with section 4.9
above.

4.16

If we decide to change any of the benefits offered (including the definition of the benefits)
as part of your cover, we will provide you with details of the changes and any options
available to you to change or cancel the new cover.

4.17

If the impact on your cover or premiums is material, 1 we will let you know in writing at least
30 days before the changes take effect.

Cancelling your insurance cover
4.18

You can cancel or reduce the insurance cover which we arrange for you at any time, and the
associated premiums will no longer be deducted from your superannuation account. You
can cancel part of your cover and keep some of it, provided this is permitted under our fund
rules and the insurance policy. We will make the process straight-forward. You can cancel or
reduce your cover in the following ways, subject to appropriate member identification: 2
a) via our website, the insurer’s website or our digital application
b) over the phone
c) in writing by email or post.

4.19

We will include clear instructions on how to cancel or reduce your insurance cover in your
insurance welcome pack, our disclosure information, your annual statement, and on our
website. If you request a cancellation form, we will send it to you within 5 business days.

4.20

As part of the cancellation process, we will tell you that:
a) you will not be able to make a claim for insurance benefits for events or conditions that
arise after your cover has cancelled
b) we will no longer deduct insurance premiums from your account

1

In line with the requirements of section 1017B of the Corporations Act 2001.
The cancellation standards in the Code do not apply to members of a defined benefit fund, in which the value
of the retirement benefit is defined by the fund rules, or where the insurance arrangement with an employer
does not allow for member cancellation.

2
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c) your ability to restart your cover may be subject to health assessment and acceptance
by the insurer, and you may not be able to get cover
d) if you are replacing your cover with alternative cover, you should not cancel until the
replacement cover is in place
e) you can get independent financial advice to help you to make a decision on cancellation.
4.21

We will confirm that you have cancelled your insurance cover and the date on which your
cover will stop in writing.

4.22

If you cancel within 14 calendar days of us telling you that we have provided you with
automatic insurance cover or that we have increased your level of automatic insurance
cover, any premium we have deducted from your account for that insurance cover will be
waived or refunded back to the cover start date or the start of the increased cover (as
applicable). No cover will then apply for that period.

Communicating to you about your lack of contributions
4.23

It is important that you do not pay for insurance that you do not need, for too much
insurance or insurance that you cannot claim on, as this will erode your superannuation
account balance.

4.24

If we stop receiving contributions to your account, we will contact you no later than 6
months after receipt of your last eligible contribution. 3

4.25

The communication will be in writing and will include:
a) general information about the impact of insurance premiums on retirement savings
when there are no longer contributions
b) an explanation that if you have started contributing to another fund, you may be overinsured, and that if you hold multiple income protection covers, you may be unable to
claim on more than one benefit
c) information about the impact of losing cover
d) a request for your consent to cancel your cover in order to avoid eroding your account
balance
e) for Automatic Insurance Members who hold income protection cover, our intention to
automatically cease your income protection cover 13 months from the date of your last
eligible contribution, unless you advise us you wish to keep this cover
f) for Automatic Insurance Members, if we determine that you are likely to have an
account balance of less than $6,000 13 months from the date of your last eligible
contribution, our intention to automatically cease your death and total and permanent
disability cover at this time, unless you advise us you wish to keep this cover
g) your options to cancel your cover immediately, reduce your cover, or keep your cover.

4.26

If you tell us that you want to keep your cover even though you are not making any
contributions, we will record this and stop sending you communications about your lack of
contributions. If you are an Automatic Insurance Member and you tell us you want to keep
your insurance cover, we will tell you that you will no longer be an Automatic Insurance

3

Contribution inactivity is measured from the later of the date we transition to the relevant standards of the
Code, or the date of the most recent eligible contribution we receive for you. Where we are aware that the
contribution we receive covers an earlier period, we will measure contribution inactivity from the end of that
period.
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Member, but that you will still receive any updates we make to our automatic insurance
cover.
4.27

For Automatic Insurance Members, we will write to you again within nine months of your
last eligible contribution with the information required above at 4.25. If we receive no
response from you, and have not received any eligible contributions, we will write again
after 13 months:
a) if you hold income protection cover, to confirm that we have automatically ceased it
b) if your account balance is $6,000 or under, to confirm that we have automatically ceased
your death and total and permanent disability cover
c) if your account balance is more than $6,000, a request for your consent to cancel your
death and total and permanent disability cover in order to avoid eroding your account
balance.

Reinstatement of cover
4.28

If your cover has automatically ceased due to a lack of contributions, 4 it can be reinstated if
you tell us within 60 calendar days, if both of the following apply:
a) you meet our requirements for new Automatic Insurance Members choosing to join our
fund
b) your account has enough funds to pay the premium owed for the intervening period.

4.29

If you tell us that you wish to reinstate your cover within 60 calendar days of the cessation
date but your account balance cannot cover your premium, we will allow you to make
contributions to your account within the 60-day period to top up the balance if you wish.

4.30

In addition, we will explain our process and the circumstances for members to apply to
restart cover after if it has automatically ceased or you have cancelled it, when we confirm
that the cover has ended. 5

Duplicate insurance cover
4.31

When you become a member of our fund, we will ask your permission to help you to
determine whether you have any other insurance cover in a superannuation fund. The
purpose of this is to ensure you do not unintentionally pay premiums for multiple insurance
covers, or for any cover on which you may be unable to claim. If we identify that you have
other insurance cover, we will let you know.

5.

Helping members to make informed decisions

How we will provide you with information
5.1

We will help you to make better informed decisions by giving you appropriate and easy-tounderstand information when we provide you with cover and on an ongoing basis.

5.2

We will seek to understand the characteristics of our members, so that we can tailor our
communications.

4
5

For members of employer funds, we may offer a continuation option when employment ceases.
This process may differ between trustees and may involve a health assessment.
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5.3

We will use plain language in our insurance communications, and will limit the use of jargon
and acronyms. If acronyms or jargon are used, plain language definitions will be provided.
We will ensure that the wording of key insurance concepts has been consumer tested for
comprehension.

5.4

We will regularly review the insurance communications that we provide to ensure they are
appropriate and consistent.

5.5

We will publish a Key Facts Sheet for our automatic insurance cover in a standard industry
format on our website.

5.6

The purpose of the Key Facts Sheet is to provide high-level, fund-specific insurance
information in a format that is consistent across the industry, to help you to better
understand your cover and to compare cover across different superannuation funds.

5.7

We will also provide you with clearly identifiable insurance-specific information in a
welcome pack when we provide you with automatic insurance cover. This may be provided
as part of a broader welcome pack about our superannuation fund.

5.8

The purpose of the insurance welcome pack is to give you greater awareness and better
information about the insurance cover that you receive automatically from us.

5.9

The insurance information in our welcome pack will contain the following:
a)
b)
c)
d)

a copy of the Key Facts Sheet
how much you are insured for
the premiums you will pay
any other information specific to you that is not included in the general information on
the Key Facts Sheet
e) that you should consider whether you hold cover elsewhere, either within another fund
or outside superannuation, and the impacts of holding multiple insurance covers
f) a link to the Code
g) a link to the product disclosure statement and other relevant insurance information on
our website.
5.10

We will make the following information easily accessible on our website, and provide you
with hard copies upon request:
a)
b)
c)
d)
e)
f)

the Key Facts Sheet
the product disclosure statement for our automatic insurance cover
information about the benefits and costs of insurance in superannuation
information on how to cancel your insurance and the consequences of cancelling
how to make a claim
how to make a complaint.

Explaining our definitions
5.11

We will clearly explain on our website and in our product disclosure statement our intention
in providing total and permanent disability and income protection cover, and how the
definitions that we use will be applied in practice.

5.12

We will agree on the interpretation and application of our definitions with our insurers to
ensure a consistent approach.
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5.13

We will undertake a regular review to ensure the interpretation and application of our
definitions are consistent with any changes in our policy terms, and our insurers’ approach.

5.14

We will use the following standard headings that are relevant to our total and permanent
disability cover:
a)
b)
c)
d)

Total and permanent disability – [unable/unlikely] to do a suited occupation ever again
Total and permanent disability – [unable/unlikely] to do your own occupation ever again
Total and permanent disability – [unable/unlikely] to look after yourself ever again
Total and permanent disability – [unable/unlikely] to do basic activities associated with
work ever again
e) Total and permanent disability –permanent loss of intellectual capacity
f) Total and permanent disability – loss of limbs and/or sight
g) Total and permanent disability – suffering a specifically defined medical condition and
permanently unable to work because of it
h) Total and permanent disability – significant impairment to your whole body.
5.15

If the total and permanent disability definition that we use has more requirements than
those listed above, we will ensure they are described in similar plain language terms to the
descriptions above.

5.16

If the total and permanent disability definition that we use is different from the standard
definition which allows superannuation benefits to be released under legislation, 6 we will
explain the differences in plain language.

Communication during the term of your cover 7
5.17

We will provide you with an annual statement which includes the following information:
a)
b)
c)
d)

the types of cover you hold and how much you are insured for
your current premium
an explanation for any change in your premiums
the policy’s standard exclusions and benefit limitation terms that may impact your
entitlement to insurance benefits
e) if we have not received any eligible contributions in the previous year, or if your eligible
contributions are less than $1,800 for the previous year, a warning that your premiums
may be inappropriately eroding your account balance
f) information about how to contact us to discuss options if you want to change the terms
of your cover
g) how you can increase, decrease or cancel your cover based on your individual needs;
h) information about the Code
i) our rules for automatic cessation of cover
j) what to do in the event of a claim.
5.18

We will contact you about your insurance cover if we become aware that:
a) a change in your employment arrangements may impact your cover

6

Superannuation Industry (Supervision) Act 1993.
For defined benefits members, the requirements for communication during the term of the cover will be
tailored as appropriate to the insurance arrangements in place.

7
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b) you have stopped contributing for 6 months (or a shorter period as determined by us) in
line with section 4.25
c) you are no longer covered due to the terms of the policy.
5.19

The purpose of the communications during the term of your cover is to prompt you to
evaluate the appropriateness of your cover, and ensure that you are kept informed of your
options to change, review or cancel your cover.

5.20

We will promote any digital tools that we provide, to help you to monitor your account and
your contributions, the cost of insurance and the impact on your balance.

Lost members
5.21

We will use our best efforts to keep our members’ contact details current, so that we can
provide the communications required by the Code.

5.22

If we cannot contact you as we do not have your current contact details, we may be
required to report to the Australian Taxation Office that you are a lost member.

5.23

We will not be in breach of the Code if we are unable to provide you with any of the
communications required by the Code.

6.

Supporting vulnerable consumers

6.1

We recognise that some people may have unique needs, such as older persons, people with
mental health conditions, people with a disability, people from non-English speaking
backgrounds, people with low levels of literacy, people in financial distress, and Indigenous
Australians, when accessing insurance, making an enquiry, claiming on their cover, making a
complaint and communicating with us.

6.2

We will have internal policies in place to help our staff to identify vulnerable consumers and
to take practical steps to better assist members who may need further support. This may
include referral to people or services with specialist training and experience to appropriately
engage with and support them.

6.3

Where you tell us that you require support or assistance from us, we will provide support or
assistance to the best of our ability. We will ask for your permission to keep a record of the
support or assistance you require.

Providing information
6.4

We recognise that some groups of consumers (for example, people from Indigenous
communities or those from non-English speaking backgrounds) may require support in
meeting identification requirements. We will take reasonable measures to assist and a
flexible approach to verification and identification in line with AUSTRAC 8 guidance, while still
meeting our obligations under the law.

6.5

We recognise that people living in remote and regional communities may have trouble
meeting their obligations to provide us with documents and to take part in assessments in

8

Australian Transaction Reports and Analysis Centre.
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the timeframes we set. We will take this into account when going through the underwriting
and claims processes.
6.6

If you need help with the claim process, in understanding what is required of you,
completing claim forms or providing requested claim information, we will work with you and
the insurer to find a solution. This may include endeavours to collect the information on
your behalf, with your permission.

Interpreting services
6.7

We will provide access to an interpreter at your request, or where we need an interpreter to
communicate effectively with you. We may use an interpreter who is a member of our staff,
or an external interpreter.

6.8

We will record your interpreting needs and plan ahead to meet these needs. Where an
interpreter is offered but declined, this will also be recorded.

6.9

We will provide a direct link on our website to information on interpreting services and any
other relevant information for non-English speakers, including any insurance information
that we have translated into other languages.

Guardianship
6.10

Where you are under the care of a State-appointed guardian or administrator or the holder
of your enduring power of attorney, any communications we provide will be sent directly to
your guardian, administrator or attorney, and we may only accept payment instructions
from them.

Release of funds
6.11

If we allow our members to receive early release of some of the money in their account on
the basis of severe financial hardship or compassionate grounds, we will clearly explain the
process on our website. If we do not allow this, we will explain the reasons for this on our
website.

6.12

If we grant you release of your superannuation account balance (for example, due to a
terminal illness), we will let you know the impact on any insurance cover you still have at the
time and that you can choose to leave enough funds in your account to pay the premiums
for your cover.

7.

Handling claims

Principles for claims handling
7.1

We acknowledge that claim time can be difficult. We will treat you with compassion and
respect. We will make the claims process as straight-forward as possible for you.

7.2

We will help you identify any cover held within our fund under which you may be entitled to
claim. We will not discourage you from making a claim.

7.3

We will oversee the claims process, and help you to navigate the process.
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7.4

We will be responsible for overseeing the conduct of the insurer and any Service Provider
we engage in the claims process, in line with the standards in Section 12 of the Code. We will
proactively engage with other parties in the claims process, such as any representative that
you engage, to minimise delays and remove unnecessary duplication from the process.

7.5

We will put in place appropriate governance arrangements for our claims handling.

7.6

We will publish our claims philosophy on our website, and we will assess the claims
philosophies of our insurers to ensure they align with our own philosophy.

The claims process
7.7

The claims process incorporates a number of steps, and there are roles for us, for the insurer
and for you. You may be required to provide relevant documents and attend assessments.

7.8

The Financial Services Council Insurer Code places responsibilities on insurers to determine
claims within specific timeframes. We will work together to ensure a consistent and
efficient process for you.

7.9

You will be given contact details for the primary contact during the claim process.

7.10

We will have complied with the requirements to communicate with you in this section even
if the communications are provided to you by the insurer or a Service Provider.

7.11

We may take responsibility for a step in the claim process that is not covered below, such as
arranging an independent medical examination or an interview with you. In these cases, we
will comply with the relevant standards in the Financial Services Council Insurer Code.

Making a claim
7.12

If you tell us that you wish to make a claim, we will help you provide the information for
your claim, or direct you to the appropriate forms or information online or email these to
you by the next business day. If you require hard copy forms, we will send these within 5
business days.

7.13

If we receive a completed claim from you, 9 within 5 business days we will:
a) acknowledge receipt of the claim
b) assess whether you have provided all of the necessary information and documentation
c) carry out an initial eligibility assessment to assess whether you have insurance cover
based on the information available
d) provide you with a summary of the claim process (if this has not already been provided
to you when you tell us you wish to make a claim);
e) either provide the claim to the insurer, or tell you that you are not eligible to make a
claim based on the information available (in line with section 7.16 below).

7.14

If a claim is made via telephone, a written record or call recording will be kept and can be
sent to you on request.

9

A completed claim requires lodgement of claim forms with us, or provision of requested claim information
via telephone.
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7.15

The summary of the claim process that we will give you will include:
a) an explanation of the terms of your cover, including the policy’s standard exclusions and
limitations
b) the steps involved in the claim process and a reasonable expectation of the end-to-end
timeframe for the assessment of the claim, taking into account the timeframes in the
Financial Services Council Insurer Code and our review of the insurer’s decision
c) our role and duties and the role and duties of the insurer
d) who will be your primary contact and contact details you can use to get information
about your claim
e) whether you may be required to attend ongoing assessments
f) how payments will be made if the claim is accepted
g) that there may be financial or tax implications and you may wish to get independent
advice
h) the impact on the amount of the claim of receiving income from other sources including
Centrelink and workers’ compensation if offsets are applied
i) how we will review the insurer’s decision.

7.16

If we assess that you are not eligible to make a claim, we will:
a) explain this in writing
b) give you the opportunity to provide more information so that we can review your
eligibility
c) tell you that if you are not satisfied with our decision, you can make a complaint and we
will explain our complaints process.

While a claim is being assessed
7.17

If you have a query about your claim while it is being assessed, we will respond:
a) with an acknowledgment by the next business day
b) with a full response within 10 business days.

7.18

You will receive progress updates at least every 20 business days (unless a different
timetable is agreed with you). If there are any issues delaying assessment of your claim, we
will let you know what these are.

7.19

We will oversee the progress of the claim to minimise delays and intervene if we become
aware that the insurer is not complying with the timeframes provided in the Financial
Services Council Insurer Code.

7.20

If the insurer tells us that it cannot make a decision on your claim in the timeframes
provided in the Financial Services Council Insurer Code because information which is
necessary for assessment has not been provided, we will tell you the revised timeframes. If
your medical condition has not yet stabilised to allow a decision to be made, we will tell you
that your claim will be progressed further when more information is available.

7.21

If we become aware of any errors or mistakes in the claim or in the information requested,
these will be addressed promptly. We may request more information to correct errors or
mistakes.
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Review of insurer’s decision
7.22

Once the insurer has made its decision on your claim, if the insurer informs us that it intends
to make a payment to us, 10 we will carry out a review within 5 business days to assess
whether you have met the requirements for the money to be released from your
superannuation account. We will also have oversight processes in place to confirm that the
insurer is paying the correct amount, either to us or directly to you.

7.23

If we identify as part of our review that there are differences between the requirements for
your insurance claim to be paid and the legal requirements for the release of funds from
your superannuation account, we will clearly explain the differences in plain language.

7.24

If the insurer informs us that it has decided not to pay the claim, we will carry out a review
within 15 business days. As part of our review, we will determine whether the insurer has
provided you with the below, and we will provide you with any of the below that you have
not yet received:
a) an explanation in plain language to enable you to understand the reasons for the
insurer’s view
b) an outline of the evidence relied upon in forming that view
c) a list of all documents obtained by the insurer and us during the assessment, and an
opportunity to receive any documents on request
d) an opportunity to make further representations and submissions or provide further
information about your claim.

7.25

Wherever possible, when we review the insurer’s decision we will use information already
collected during the claim assessment process, rather than asking you to provide
information again, or to attend any further assessments. If we believe there is not enough
information to make a properly informed decision, we will let you know. We will request any
further information or assessments we need as early as possible and will avoid multiple
information requests where possible.

7.26

We will only ask for and rely on information and assessments that are relevant to the claim
and policy, and you can ask us to give you an explanation of the relevance of the information
requested. If you disagree with the relevance of any requested information, the request will
be reviewed. If you are not satisfied with the outcome of the review, we will tell you how to
make a complaint.

7.27

If we obtain new information or assessments, or you make further representations and
submissions or provide further information, we will have another 15 business days to review
the new information.

7.28

If our review results in us querying the insurer’s decision, we will tell the insurer within 5
business days of completing our review. If we believe the claim has a reasonable prospect of
success, we will advocate on your behalf. We will keep you informed as the claim proceeds.

7.29

In exceptional cases, the timeframes for our review in this section may not be appropriate.
In these cases, we will tell you that we need more time, and will clearly communicate our

10

This does not refer to payments that the insurer makes to you directly (such as with some income protection
payments).
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revised expected timeframes until our review is complete. We will tell you how to make a
complaint if you are not satisfied.
Claim decision
7.30

If the claim is approved and paid to us by the insurer, we will confirm this with you as soon
as we have carried out our assessment of whether you have met the requirements for the
money to be released from your superannuation account. Within 5 business days of
confirmation being given, we will release the claim money to you, 11 provided that:
a) valid identification, and payment instructions and other necessary documents have been
received from you
b) we have confirmed that the legal requirements for release of funds from your
superannuation account have been satisfied
c) for death benefit claims, we have contacted all potential beneficiaries where relevant
and given them the opportunity to provide submissions in support of their claim to be
paid a benefit. 12

7.31

If your claim is declined, we will tell you within 5 business days of completion of our review:
a) the reasons for the decision in writing in plain language
b) that you can request copies of the documents and information relied on in line with the
standards in section 13
c) how you can make a complaint if you are not satisfied with the decision.

Income protection claims
7.32

For income protection claims, we will support the insurer to:
a) seek to identify ways to support your recovery as quickly as possible
b) collaborate with your doctor, other healthcare providers and employer to maximise the
health outcomes
c) promote best-practice rehabilitation and injury management where these are consistent
with the terms of the policy.

7.33

Where you are receiving ongoing income protection payments, we will have oversight
processes in place to determine whether the information you are required to provide is
reasonable, and ensure you and your doctor are providing the required information, to assist
you to receive timely payments. We will also have processes in place to oversee our
insurer’s decisions about continuing or stopping income protection payments, and we will
raise any concerns that we have with the insurer regarding a decision to stop payments.

7.34

If we become aware that you have made claims against more than one income protection
policy, we will explain how the off-setting arrangements operate, and provide you with
information about the factors you may want to consider to determine the best financial
outcome from your multiple policies. You may be entitled to a premium refund in line with
section 11.1 below.

11

For income protection claims, the insurer may make the payments to you directly.
The distribution of death benefits under a regulated superannuation fund is generally at our discretion,
applied in line with the terms of our trust deed and subject to the Superannuation Industry (Supervision) Act
1993.
12
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7.35

If we identify that any of your claim payments are going to be offset or reduced by income
you are receiving from other sources including Centrelink and workers’ compensation, we
will let you know.

8.

Premium adjustments

8.1

If we receive money or other material benefits (other than claims payments for members
and any related costs) directly or indirectly from an insurer or reinsurer, we will publish
details of the arrangement on our website. These arrangements are sometimes referred to
as premium adjustment mechanisms. 13

8.2

Any premium adjustment payments we receive from an insurer will be passed onto our
insured members through adjustments to future premiums charged to members, including
for insurance administration.

8.3

Any premium adjustment payment made to us by an insurer or any deficit incurred will be
allocated to our insurance reserve, governed by a board-approved insurance reserving
policy.

8.4

Our annual report, product disclosure statement and relevant insurance documentation will
include information about our premium adjustment arrangements and policy and the
members to which it applies.

8.5

We will report details of any premium adjustment payments made to and from our
insurance reserve, and what the payments from the reserve have been used for.

9.

Promoting our insurance cover

9.1

When we promote the insurance cover that we offer, we will:
a) be clear and upfront and not misleading
b) consider the target audience for the communication and whether it provides adequate
information for that audience
c) ensure that statements in communications are consistent with the features of the
relevant policy and the disclosures in any corresponding product disclosure statement
d) ensure that any images used do not contradict, detract from or reduce the prominence
of any statements used
e) if prices or premiums are referred to, ensure that these are consistent with the prices or
premiums likely to be offered to the target audience for the communication
f) make clear if a benefit depends on a certain set of circumstances
g) ensure that any use of phrases such as "free" or "guaranteed" are not likely to mislead
h) comply with the Australian Securities and Investments Commission (ASIC)'s guidance for
advertising financial products and services and guidance regarding unsolicited sales.

9.2

If we enter into an agreement or renew an agreement (no later than two years after we
adopt the Code) with a financial adviser or dealer group to distribute the products we offer,

13

For the avoidance of doubt, where premiums cover both insurance risk and an investment component
(known as participating policies), these are not considered to be premium adjustment mechanisms.
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including any insurance cover available via those products, the agreement will require the
adviser to comply with the requirements of this section of the Code.
9.3

When we promote insurance cover additional to our automatic insurance cover, we will only
target any promotion to the segments of our membership for whom we have identified the
cover is likely to be appropriate, affordable and of value.

9.4

We will investigate any concerns raised or identified with the practices of our staff and the
financial advisers that we engage. If as a result we identify that cover has been promoted or
recommended inappropriately:
a) we will contact you to discuss an appropriate remedy, in consultation with the insurer.
Appropriate remedies will vary depending on the circumstances, and may include:
i. cancelling the cover
ii. arranging a refund of premiums paid
iii. payment of interest on the refunded premium
iv. adjusting the cover or arranging for more suitable cover
v. correcting incorrect information
b) if you are not satisfied with our proposed remedy, we will review this and tell you how
to make a complaint
c) we will correct any identified conduct issues, including through further education and
training.

10.

Changes to cover

10.1

If we provide a calculator or other tool to help you to determine the level of insurance you
need, we will make it clear that any insurance cover you request may be subject to
assessment and approval by us and the insurer.

10.2

We will include clear instructions on how you can change your cover in our insurance
welcome pack, our disclosure information, your annual statement, and on our website.

10.3

We will let you know the consequences of any changes you request.

10.4

If you tell us that you want to reduce your cover or make any other changes that do not
require the approval of the insurer, we will confirm your changes and the date on which
your cover has changed in writing within 5 business days of receiving your instructions.

10.5

If you tell us that you want to increase your cover, replace cover you have in another fund,
or make any other changes that we determine will require assessment and approval by the
insurer, we will explain the process to you within 5 business days. You will be given contact
details for the primary contact during the application process.

10.6

We will have oversight processes in place to monitor the decisions of our insurers, as part of
our duty to act in our members’ best interests.

10.7

We may take responsibility for a step in the application process, such as arranging an
independent medical examination. In these cases, we will comply with the relevant
standards in the Financial Services Council Insurer Code.
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10.8

We will have complied with the requirements to communicate with you in this section even
if the communications are provided to you by the insurer or a Service Provider.

10.9

At the start of the application process, before asking you any health-related questions, we
will explain the duty of disclosure (information you need to tell us) and the consequences of
not disclosing all relevant information and answering all questions honestly and completely.

10.10 If you tell us that you are replacing existing insurance cover that you hold elsewhere, we will
tell you:
a) that you should not cancel any existing cover until your new application is accepted
b) the general risks of replacing existing cover, including the loss of any accrued benefits,
the possibility of waiting periods to start again (if applicable), and the implications of any
nondisclosure on an application for cover (even where unintentional)
c) that once your new cover is accepted, if you do not cancel your previous cover, you may
be unable to claim on multiple insurance covers (depending on the terms of your
policies).
10.11 We will provide you with information about any change in your premiums and general
information about the impact of insurance premiums on retirement savings.
10.12 If cover is offered on alternative terms based on your personal circumstances, such as:
a)
b)
c)
d)
e)

a higher premium
the exclusion of specific events, activities or medical conditions that are not covered
alterations to any waiting periods that apply before benefits can be accessed
alterations to the benefit period that applies, including the term of the insurance cover
any other specific terms or conditions that may be applicable to the policy,

we will make it clear to you what alternative terms are being offered.
10.13 If insurance cover is not offered, or is offered on alternative terms, we will let you know (or
your doctor, where appropriate):
a) the reasons for the decision
b) that you can request copies of the documents and information relied on in line with the
standards in section 13
c) if you disagree with the decision, or if you think that the information relied on to make
the decision is incorrect or out of date, you can discuss this with us and we will review
the decision, and if you are not satisfied with the review we will tell you how to make a
complaint.
10.14 Should we become aware after the cover is issued that information relied on for your
application for insurance was incorrect or incomplete at the time the cover was issued, we
will notify the insurer, and:
a) if we consider the information to be important for your cover, we will ask you to provide
an explanation, including giving you an opportunity to review any relevant documents
about you, before any decision is made such as changing the terms or cancelling your
cover
b) once a decision has been made, we will advise you of the decision and any actions to be
taken, and the process to have this reviewed or make a complaint if you disagree with
the decision.
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Transfer between divisions in our fund
10.15 There are circumstances in which we will transfer you between different divisions of our
fund. For example, if you leave an employer, you may be automatically transferred from the
employer’s plan to a different division. This may change the type and/or the terms of the
insurance cover you receive from us.
10.16 If you have been transferred to another division which changes the type or terms of the
cover you receive from us, we will contact you to explain the changes and your options for
changing or cancelling this cover.
10.17 We may also transfer a group of members to a different division, for example if your
employer restructures its insurance. If this occurs, we will let you know in writing 30
calendar days before the transfer. We will confirm to you any changes to your insurance
cover and your options for changing or cancelling this cover.

11.

Refunds

11.1

If at claim time we identify that you have multiple automatic insurance covers in
superannuation and your benefit is offset or not able to be claimed on because you have
claimed on another benefit under another similar policy, which means that no payment is
made to you under the cover you hold with us, we will give you the option of a refund of
your premiums into your account for the duration of the overlap of covers, to a maximum of
6 years, and we will then cancel your cover.

11.2

If we identify that you were not eligible to claim against your automatic insurance cover for
any event from the start of the cover, we will refund your premiums to your account for the
period you were ineligible. 14

11.3

If you make a claim that is accepted, and your cover ceases under the terms of the policy on
the date you became eligible to claim, we will refund your premiums to your superannuation
account back to the date you became eligible to claim.

12.

Staff and Service Providers

12.1

We will ensure our staff have the appropriate education and training to provide their
services competently and to deal with you professionally, initially and on an ongoing basis.
This will include training on their responsibilities under the Code. We will only allow our staff
to provide services that match their expertise.

12.2

We will have processes in place to train our staff to help identify and engage appropriately
with vulnerable consumers, to carry out any internal protocols we put in place, and to refer
these consumers for appropriate support where required. Specific training regarding
engaging appropriately with members who have mental health conditions will be provided.

14

Refunds will not be provided if you have an illness or injury that means you are not covered due to a limited
cover or pre-existing condition exclusion or limitation, because you may still be eligible for cover for any new
or other illnesses or injuries.
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12.3

Our claims handling staff who make initial eligibility assessments and review claim decisions
made by insurers will be appropriately skilled and trained to make objective decisions. They
will not make decisions on our behalf until they have demonstrated technical competency
and an understanding of all relevant law and the requirements of the Code. Performance
measures, remuneration and entitlements to bonuses will not be based on declined claims
or deferrals of decisions.

12.4

We will monitor the performance of our staff and provide appropriate education and
training to correct any identified performance shortcomings.

12.5

In addition to an insurer, we may engage another party to provide a service to you on our
behalf; for example, a claims management service or a fund administrator. When we enter
into an agreement, or renew an agreement (no later than two years after we adopt the
Code) with a Service Provider, the agreement will require them to comply with the relevant
standards of the Code.

12.6

We will review our agreements with Service Providers no later than every 3 years.

12.7

We will require Service Providers to act with honesty, fairness, respect, transparency and
timeliness towards you and us.

12.8

We will only enter into agreements with Service Providers who reasonably satisfy us of their
expertise, experience, qualifications and integrity, and who hold any required licensing.

12.9

We will require Service Providers to comply with the Privacy Act 1988 and maintain
confidentiality of your information, and only use that information for the purpose of the
service they are providing.

12.10 We will monitor the activities of any Service Providers that we engage to ensure that they
are complying with the relevant standards of the Code. This can include requiring regular
reporting, putting in place quality assurance measures, and analysing data such as claim
decisions and complaints.
12.11 We will require any Service Providers that we engage to notify us if you make a complaint to
them about their services, and we will handle the complaint in line with our complaints
process.

13.

Making enquiries and complaints

How to make an enquiry
13.1

If you have a question about your cover, your premiums, any communication we have sent
you or a decision that has been made regarding your cover, you can make an enquiry to us.
We will provide you with information without requiring you to make an insurance claim.

13.2

You can also access the following information (in an electronic format if preferred) upon
request:
a)
b)
c)
d)

details of your cover
our insurance contract with our insurer (sometimes called the policy document)
the product disclosure statement relevant to your cover
our trust deed
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e) any personal information we hold about you
f) information relied on to decide your claim or complaint.
13.3

We will respond to your enquiry:
a) with an acknowledgment by the next business day
b) with a full response within 10 business days.

13.4

If we cannot comply with a timeframe for providing information required by the Code, for
example because we are waiting for permission from a third party to release the
information, we will tell you why before the end of the timeframe, and this will not
constitute a Code breach.

13.5

In some circumstances, information may not be able to be provided, for one of the following
reasons:
a) where information is protected from disclosure by law, including the Privacy Act 1988
b) where we reasonably determine that the information should be provided directly to
your doctor
c) where the release of the information may be prejudicial in relation to a dispute about
insurance cover, a claim, or a complaint
d) where we reasonably believe that the information is commercial-in-confidence.

13.6

If information is not provided:
a) we will act reasonably
b) we will give you a schedule of the documents not provided and the reasons for doing so
c) we will tell you how you can make a complaint if you are not satisfied.

13.7

If you are not satisfied with our response to your enquiry, you can make a complaint.

How to make a complaint
13.8

You can make a complaint to us about any of our decisions or conduct, or the decisions or
conduct of a Service Provider. If you make a complaint to us about a decision or conduct of
our insurer, we will ask the insurer for a response and we will review this as part of our
complaints process.

13.9

We will make information about your right to make a complaint and our process for
handling complaints available on our website and in our relevant communications to you.

13.10 Your complaint will be handled by someone different from the person or persons whose
decision or conduct is the subject of the complaint.
13.11 We will notify you of the name and contact details of the person assigned to liaise with you
about your complaint, and an overview of the process and timeframe.
13.12 We will only ask for and rely on information relevant to the investigation of your complaint
and our response to your complaint.
13.13 If we become aware of errors and mistakes in the handling of your complaint, we will
address these promptly.
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13.14 You will receive progress updates at least every 20 business days (unless a different
timetable is agreed with you). If there are any issues delaying assessment of your complaint,
we will let you know.
13.15 We will provide a final response to your complaint in writing within 45 calendar days of
receiving your complaint. In exceptional cases, we will need more time to investigate and
respond to your complaint. In these cases, we will tell you that we need more time, and will
clearly communicate our revised expected timeframe, which will not exceed 90 calendar
days.
13.16 If we do not respond to your complaint within 90 calendar days, we will give you written
reasons for the delay before the end of the 90-day period, and we will let you know that you
can take your complaint to External Dispute Resolution.
13.17 In our response to your complaint, we will explain:
a) our decision on your complaint and the reasons for that decision
b) that you can request copies of the documents and information relied on in line with the
standards of this section
c) that you have the right to take your complaint to External Dispute Resolution if you are
not satisfied with our decision and the timeframe within which you must take your
complaint to External Dispute Resolution
d) contact details for the relevant External Dispute Resolution organisation.
13.18 A summary of the complaints we handle will be regularly reported to our Board.
External determination of complaints
13.19 If you make a complaint to us and our final decision does not resolve your complaint to your
satisfaction, or if we do not resolve your complaint within 90 calendar days, you may refer
your complaint to External Dispute Resolution.
13.20 You may seek independent legal advice and access any other dispute resolution options that
may be available to you or of which we are a member.

14.

Promoting, monitoring and reporting on the Code

Our role
14.1

We will promote the Code and make it accessible, which will include providing information
about the Code on our website, in our insurance communications and in relevant marketing
documents.

14.2

We will:
a) have appropriate systems and processes in place to enable compliance with the Code
including monitoring and analysing data on policies, our communications to members,
claim data, and internal and external complaints
b) publish on our website an annual Code compliance report, which includes:
i. instances where we have failed to comply with the Code
ii. where we have determined that complying with the Code is not in the best interests
of our members
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iii. any steps we are taking to improve our Code compliance.

14.3

If we identify that our failure to comply with the Code has resulted in direct detriment to
one or more of our members, we will seek to remedy this. This could involve compensation
for any direct financial loss.

14.4

We will work with our members to improve education on insurance in superannuation. We
will report to our members in our annual report on the steps we have taken to improve
member education.

Role of the Insurance in Super Code Owners
14.5

The Insurance in Super Code Owners are responsible for the development of the Code.

14.6

The Insurance in Super Code Owners may develop guidance documents from time to time
to assist us in improving standards over time, and in interpreting and meeting our
commitments under the Code.

14.7

The Insurance in Super Code Owners will commission formal independent reviews of the
Code as appropriate, no later than every 3 years. Reviews will focus on whether the Code is
meeting its objectives, in particular whether the Code has improved the insurance offered in
superannuation, and the processes by which we deliver insurance.

14.8

In addition to formal independent reviews of the Code, the Insurance in Super Code Owners
will consult with relevant regulators, External Dispute Resolution, consumer and industry
representatives and other stakeholders to develop the Code on an ongoing basis. The
Insurance in Super Code Owners will meet at least once every year to determine whether
any changes need to be made to the Code.

14.9

The Insurance in Super Code Owners will promote the Code to consumers and to trustees
and other industry participants.

15.

Definitions

Automatic Insurance Member means you are a superannuation fund member to whom we have
provided insurance automatically. You are not regarded as an Automatic Insurance Member if:
a) you have told us that you want to maintain your automatic insurance cover, which we
must record (in this situation, you will still receive any updates we make to our
automatic insurance cover)
b) you have made an application for cover (including cover that is underwritten or the
reinstatement of previous cover)
c) you have varied the cover in any way, such as cancelling, fixing cover or changing the
benefit or waiting period
d) your insurance premiums are wholly paid for by your employer (whether through
contributions to your superannuation account or otherwise) or not paid by deduction
from your account
e) you are a defined benefit member.
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business days means Monday to Friday excluding public holidays.

eligible contributions for measuring contributions inactivity consist of:
a) Superannuation Guarantee
b) additional employer contributions
c) personal contributions (including a rollover and contributions made by a spouse).
They do not include government contributions, including co-contribution, super guarantee credits,
or Low Income Super Tax Offset.

exceptional cases mean any of the following:
a) the claim is lodged so late that there are significant difficulties obtaining information
necessary for the claim assessment
b) we believe that a claim which has been declined by the insurer may have a reasonable
prospect of success, but involves complex matters that require further consideration by
us
c) despite reasonable follow up, reports from third parties have not been received
d) the insurer has not provided information to us that we require to make a decision about
a claim or complaint, which we have requested in line with our Code commitments
e) you or your representative has not responded to our reasonable enquiries or requests
for information in a reasonable period of time
f) there are difficulties communicating with you that are out of our control
g) you have requested a delay
h) we or the insurer reasonably suspect the claim is fraudulent.

External Dispute Resolution means the external organisation that is relevant to your complaint,
which may include the Australian Financial Complaints Authority, the Superannuation Complaints
Tribunal, the Financial Ombudsman Service, or a complaints handling process mandated by
legislation.

Financial Services Council Insurer Code means the Financial Services Council’s Life Insurance Code of
Practice.

in writing means a communication conveyed by mail or via electronic means such as via email,
facsimile or text message, or any other means permitted by legislation or regulation.

inappropriately erode means the erosion of retirement balances as a result of insurance premiums
to the extent that the primary purpose of superannuation, to provide income in retirement to
substitute or supplement the Age Pension, is not met.
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Service Provider means another party that we engage to provide a service on our behalf; for
example, a claims management service or a fund administrator. A life insurer in its capacity as an
insurer is not a Service Provider.

Insurance in Super Code Owners means the Australian Institute of Superannuation Trustees (AIST),
the Association of Superannuation Funds of Australia (ASFA) and the Financial Services Council
(Financial Services Council).

Superannuation Guarantee means the compulsory superannuation contributions made by
employers on behalf of their employees.

younger means the category of our membership who are under the age of 25, or another age that
we determine to be appropriate taking into account the characteristics of our membership (we will
publish the age that we choose and the justification for this in our annual Code compliance report).
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Attachment G - List of Insurance Code of Practice Signatories

Tuesday April 24, 2018

Super funds that have stated their intention to comply with the Insurance Code
AIST is actively promoting the Insurance Code to our members, to consumers and to other industry participants,
and is providing assistance to member funds about transition planning, implementation and the operation of the
Code. Following funds have stated their intention to comply with the Insurance code:

FUND

LINK TO
WEBPAGE

ANZ Australian Staff Superannuation Scheme

Read more

Australian Catholic Superannuation and Retirement Fund

Read more

AustralianSuper

Read more

AustSafe Super

Read more

BUSSQ Building Super

Read more

CareSuper

Read more

Catholic Super

Read more

Cbus

Read more

Christian Super

Read more

Club Plus Super

Read more

Club Super

Read more

Energy Industries Superannuation Scheme

Read more

Energy Super

Read more

Equip

Read more

First State Super

Read more

HESTA

Read more

Hostplus

Read more

Legalsuper

Read more

Local Government Super

Read more

LUCRF Super

Read more

Lutheran Super

Read more

Media Super

Read more

Mercy Super

Read more

Mine Super

Read more

MTAA Super

Read more

Nationwide Super

Read more

NGS Super

Read more

QIEC

Read more

QSuper

Read more
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REI Super

Read more

REST Industry Super

Read more

Statewide Super

Read more

Sunsuper

Read more

Tasplan

Read more

TelstraSuper

Read more

Towers Watson Superannuation Fund

Read more

TWUSUPER

Read more

UniSuper

Read more

VicSuper

Read more

Vision Super

Read more

WA Super

Read more

For further information about the Code, please contact visit here or content AIST Senior Policy Manager David
Haynes at dhaynes@aist.asn.au

© Copyright 2018 This summary is intended as information only and should not be used in
the place of legal or other advice. AIST expressly disclaims all liability and responsibility to
any person who relies in full, or in part, on any of the information contained in this
summary, or is omitted from it.

ABN 19 123 284 275

AIST
Level 23, 150 Lonsdale Street
Melbourne VIC 3000
T 03 8677 3800
E info@aist.asn.au
W www.aist.asn.au

