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Agenda 

• SPD terms of reference 

• SPD policy goals 

• Key projects 

• Benefit projections 

• Superannuation disclosure 

• Discussion 
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Terms of reference 

The overall goals of the Superannuation Projections and 
Disclosure Sub-Committee are to: 

• Position the actuarial profession to be thought leaders 
in disclosure and advice issues (especially relating to 
benefit projections and disclosure of fees, costs and 
investment performance) for superannuation.  

• Provide support for actuaries practicing in this area (via 
professional standards, practice guidelines or 
discussion/information notes as deemed appropriate). 
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Policy goals 

• Promote and facilitate the introduction of a requirement for benefit projections to 
be provided to members annually.  

• Support the Institute goal that, for adequacy purposes, retirement forecasts and 
projection calculators should include allowance for the age pension. 

• Promote the standardisation of key assumptions and terminology (especially in 
relation to today’s dollars). 

• Allow provider generated projections (“standardised assumption” projections) 
without a statement of advice. 

• Promote the Australian Government Actuary taking a major role in the setting of 
standardised assumptions. 

• Allow stochastic projections to illustrate risk / ranges of outcomes without the 
need for a statement of advice.  

• To have projections of administration fees and costs included in PDSs 
• To promote standardised superannuation disclosure that enables fair comparison 

of fees, costs, investment performance, insurance and projections. 
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Current members 

• Bill Buttler  Melbourne (Convenor) 
• Jackie Downham  Sydney 
• Colin Grenfell  Melbourne (Secretary) 
• Glenn Langton  Sydney 
• David Orford  Melbourne 
• Richard Starkey  Melbourne 
• Raymond Stevens Melbourne 
• Brnic Van Wyk  Brisbane 
• Simone Thompson Sydney (Institute liaison) 
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Key projects 

• Benefit projections: 
– Class order 11 / 1227 
– Inclusion of Age pension 
– Template for statements 

• Stronger Super disclosure 
– MySuper fee comparisons 
– MySuper investment performance 

• Superannuation investment disclosure: 
– Calculation of investment returns 
– Disclosure of investment risk 
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Benefit projections 

Class Order 11 / 1227 and Regulatory Guide 229 

Inclusion of Age pension in benefit projections 

Benefit projection templates 
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Class Order 11 /1227 

• Issued December 2011 
• Benefit estimates can be issued without AFSL 
• Must be included with periodic statement 
• Prescriptive method 
• No alternative scenarios 
• Prescriptive disclosure 
• No allowance for age pension 
 
RG 229 sets out how trustees must present and calculate 

retirement estimates to rely on the relief in CO 11/1227 
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Class Order implementation 
Data problems with CO include: 
• One-off contributions 
• Investment strategy 
• Known fee changes 
• Known membership changes 

 
Problems with standard wording 

 
Other problems 
 
 
Refer to AI submission to ASIC dated 20 April 2012 for full details 
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Class Order solution 
Partial solution – some variations allowed 
• Variations must provide a better outcome for members 
• Variations must be disclosed 
• Full details in AI communication of 13 December 2012 
• The issue of age pension inclusion was raised, but not 

resolved 
 
 

Refer to AI communication of 13 December 2012 
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It’s too hard 

No, it isn’t. 
Here’s how. 

Actuaries 

Inclusion of Age Pension 

 
• Age pension is significant 
• Ignoring this makes projections 

misleading 
 

• ASFA and AI - joint submission to ASIC in 2010 – look up table 
– Projected super income  
– Corresponding age pension 
– Corresponding combined income 

• Assumptions for age pension, e.g.: 
– Member has partner same age and super 
– Homeowner - no other assets/income counting 

 under means test 
• Look-up table to be owned by AGA 

 

ASIC 

11 



Projection templates 
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Projection templates 
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Class Order review 
 

ASIC reviewing Class Order at present: 
• Scope covers the above, plus age pension inclusion 
• Want to get an idea of usage - survey 
• If indications imply scant usage, the review might not 

continue 
• This would remove a cheap option for smaller funds to 

provide useful projections without an AFSL 
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Other projection options 
• Factual information? General advice? 

• Statement of advice with fact find through 
planner 

• Doppelganger statement 

• Scaled advice, intra-fund advice 
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Next steps on projections 
• Survey re CO 

• Liaise with ASIC 

• Explore scaled advice options 
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Superannuation disclosure 

Product Dashboard 
APRA reporting standards 
MySuper “League tables” 

Investment return calculations 
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Product Dashboard 

– 1017BA(2) and (3) of Corporations Act 2011 
– Methodology set by APRA 
– For each investment option of a choice product or a MySuper 

product 
• Investment return target – APRA proposing % above AWOTE over 10 

and 20 years 
• Number of times target met in the last 10 financial years 
• Level of investment risk – APRA proposing number of negative net 

investment returns over 10 and 20  
• Statement of liquidity – APRA proposing % of assets that can be 

redeemed in 30 days without changing the value of the asset. 
• Average amount of investment plus administration fees during last 

quarter expressed as % of assets 
– MySuper products – 1 July, 2013, Choice products – 1 July 2014 
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APRA Reporting Standards 

• APRA discussion paper and draft forms released September 2012 
• Submissions closed 16 November 2012 
• Key proposed reporting requirements: 

– collecting material data for RSE licensee, each RSE and for sub-funds, 
MySuper products and choice investment options; 

– expanded information about investments, including look-through of 
investment asset allocation and costs; 

– MySuper and select choice option investment returns; 
– expanded information relating to DB funds and sub-funds. 

• Institute met with APRA in November to discuss prior to making 
submission 

• Final reporting standards and forms expected March 2013  
• First reporting from 1 July 2013 
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Investment Return Target 

• Net investment return over AWOTE over 10 
and 20 years 

• Issues: 
– Confusion with Net Return which APRA (and ASIC) are 

interpreting as net of investment and administration fees 

– Differentiating between two time horizons 

– Conflict with actual investment objectives if based on CPI 

– Member understanding of AWOTE v CPI 



Investment Risk 
• Estimated number of negative annual returns over 10 and 20 years 
• Joint FSC/ASFA working group – Standard Risk Measure 
• Investment options labelled 

 
 
 
 
 
 
 

 
• Institute critical of this as risk measure. Labels may mislead 
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APRA Reporting – Net Investment Return 

• Investment returns (net of investment fees and taxes) over 1, 
3, 5 and 10 years as at 30 June (regardless of year of income) 

• Time weighted return 

• Investment fees and taxes added back to get gross returns 

• Investment fees and taxes on look through basis (to provide 
transparency of investment fees/taxes through layers of 
investment vehicles) 
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APRA Reporting - Net Return 
• Net Return =  Net Investment Return less average administration fees 

• Will be reported by APRA and compared between funds 

• Fees for Dashboard will be sum of investment and administration fees 

• Institute does not support either of these. 
– Comparing average administration fees provides no real basis for comparing fund’s cost 

of administration. Will vary by: 

• Size of fund 

• Level of contribution flow 

• Number of members 

– Comparing Net Returns provides no real basis for comparing funds. 
• Only Net Investment Returns should be considered when reviewing investment performance. 

• Administration fees should have regard to the services provided and the quality and efficiency 
of those services. 
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Institute Submission 

• Submission dated 19 Nov 2012.  
• Crucial issues 

– “Fees” must include total costs, not just those charged to 
members’ accounts 

– Net investment return target over CPI should be allowed 
– Net Return should be removed as focus should be on Net 

Investment Return 
– Reported fees should only include administration fees and 

costs and should be an average per member not % of 
assets 

– Crediting Rates are different to Net Investment Returns 
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APRA Reporting – League Tables 

• S. 348A of SIS Act 
– As soon as practicable after the end of each quarter, the 

Regulator must publish the following information on its 
website in respect of the quarter: 

a) the fees charged in relation to MySuper products, on a product by product basis; 

b) the costs incurred in relation to MySuper products, on a product by product basis; 

c) the net returns to beneficiaries of regulated superannuation funds who hold 
MySuper products, on a product by product basis; 

d) any other information prescribed by the regulations. 
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Institute Submission: 
Fees/Costs “League tables” 
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Fees/Costs “League tables” 

28 

• Stress fees and costs to ensure hidden costs are included. 
• Index is projected benefit as % of projected benefit without fees. 
• Advantages of Index approach 

• Shows combined impact of different types of fees 
• Rank similar regardless of duration 

• Ranked on Index for 40 years. 
• Included $ cost in today’s dollars to show impact of fees/costs 
• Also prepared table for contribution of $10,000. 



Institute Submission: 
Investment “League tables” 
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• Net investment return calculated at 30 June 
• Reported for 3 contiguous 4 year periods 
• Advantages 

o Show real trends in relative performance 
o Trends not dominated by latest return 

 

• Show rank to show relative position 
• Show quartile to show trends 
• Include investment fees and costs  
 





Investment return calculations 

• Information Note – Investment Return Calculation Principles – April 
2012 

• Objective to ensure fair comparison between funds and options 
• Specifically for reporting to members 

– Principle 1 – time weighted 
– Principle 2 – for periods 1 July to 30 June 
– Principle 3 – market values 
– Principle 4 – investment earnings (realised and unrealised) during 

period  
– Principle 5 – net of all investment taxes 
– Principle 6 – net of all investment fees/costs 

• Feedback has been received. Any further feedback welcome 
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Reporting Issues for 2013 

• Expanded methods of disclosing investment 
risk 

• Methods of explaining risks associated with 
projections. 
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Discussion 
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