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Long-term value for our members
We often remind our members that super is a long-term investment so, 
as a Board of Directors responsible for billions of dollars of our members’ 
retirement savings, we also need to think and plan well into the future.

We need to continually build our expertise as well as improve our systems 
and our processes so we can offer our members the best possible value for 
their super.

And it’s not just our staff members who have been sharpening their skills.  
All of our Board members are acutely aware of our expanding responsibilities 
and the need to broaden our knowledge and develop a deep understanding 
of the ever-changing financial environment.

Last year we welcomed a number of new Directors to the Board and I’m 
pleased to say that we’ve certainly been benefiting from their experience  
and expertise.

I’m confident Local Government Super is now well placed to provide our 
members with strong sustainable super well into the future.

Turning to some of our recent results; the 2013/14 financial year was another 
solid year for our High Growth and Balanced Growth investment options 
with investment returns again reflecting the good gains on Australian and 
international share markets.

And you can rest assured that we will be working even harder over the year 
ahead to maximise our returns across all our investment options.

So make sure you take the time to look through our report.  It includes all the 
facts, figures and the highlights from the financial year.  You’ll also meet a few 
members of our team and find out what they’ve been doing to provide our 
members with outstanding value for their super.

Of course, if you do have any questions or suggestions, please feel free to 
call us on 1300 LGSUPER (1300 547 873) from 8.30am to 5.00pm, 
Monday to Friday.

Regards

Bruce Miller
Chair

“All our Board members  
are acutely aware of our  
expanding responsibilities 
and the need to broaden  
our knowledge and  
develop a deep  
understanding of  
the ever-changing  
financial environment.”

NOTE FROM THE CHAIR

Bruce Miller
Chair
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CEO’S HIGHLIGHTS

What does outstanding value really mean?
Value can mean different things to different people but it’s what our 
members say they want and expect from us. 

According to the members I talk with from time to time, value means 
providing good quality investments and great service at a very  
competitive cost.

And that’s been our prime focus for a number of years now.

It’s also the reason why our Accumulation Scheme and our Account-Based 
Pension Plan have both received a five-star rating from CANSTAR for 
outstanding value.

Lower administration costs
Administration is one of our major operating costs and it’s crucial to 
establish strong partnerships with all our service providers so we can 
minimise these expenses without compromising the quality of the service we 
provide our members.

This year we renewed our administration agreement with AAS, one of 
Australia’s largest superannuation and pension specialists.

The aim of the partnership is to continue to make sure we provide our members 
with a wider range of services and leverage the economies of scale which AAS 
offer, to reduce our costs and pass on these savings to our members.

We have already been able to reduce a number of our direct transaction fees.

For nearly all our members, we’ve significantly reduced our investment and 
product switching fees as well as our exit fees.

Investment switching fee

Exit fee

Product switching fee

Peter Lambert 
CEO
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We’ve also reduced our weekly administration fee to $1.30 for almost all 
our members and this has been a saving of over 30% for our Account-Based 
Pension Plan.

Just take a look at the Product Disclosure Statements at lgsuper.com.au for 
all the details of our current fees and costs.

New technology services
We have also signed a new three-year agreement with Brennan IT to provide 
a range of services including IT and phone support and security as well as 
hosting and infrastructure services.

Brennan IT is a national provider of specialist IT services and we believe that 
this new agreement will allow us to utilise new technology to improve our 
productivity and reduce our costs over the coming years.

Competitive management costs
Other management costs include investment fees we pay to external fund 
managers and any other indirect costs which we deduct from our net investment 
earnings.  We cap these total costs at 1.0% in any one financial year.

We have been working hard with our external fund managers over the past 
few years to get the best possible value for every dollar we pay in investment 
fees.  We’ve also been closely managing our indirect costs which include legal 
and auditing fees as well as member servicing costs.

We have some of the most competitive management costs on the market 
and our aim is to continue to reduce these costs over the coming years.

0.53% 0.55%
0.62% 0.64% 0.67%

0.00%

0.25%

0.50%

0.75%

1.00%

Cash Conservative Balanced Balanced 
Growth

High 
Growth

Ongoing management costs
Accumulation Scheme - July 2014
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New DIY investment option
Self-managed super funds have become quite popular over the last decade 
but while many people would like to have greater control over their super 
investment, they often baulk at the cost and the time it takes to manage 
their own fund.

Some of our members have expressed an interest to invest in companies 
listed on the Australian share market while others would like to invest 
directly in term deposits.

So in September 2014 we launched our new DIY investment option which 
allows our members to invest a proportion of their super directly in:

 z  shares from the S&P/ASX 300 index

zzzza selection of exchange-traded funds (ETFs)

zzz term deposits from a variety of financial institutions.

The new option is more suitable for those members who are looking to take 
a more active role in the investment of their super, and who are confident 
they have the skill and knowledge to invest some of their super directly in 
listed securities and manage their own investment portfolio.

Our DIY investment option won’t be for everyone but it will allow some 
members more flexibility in the way they invest their super without the 
burden of managing their own fund. 

Just take a look at our DIY investment option Product Guide at lgsuper.com.au 
for more information.

Personal service
Meeting with our members face-to-face is one of the key aspects of our 
service which we pride ourselves on.  This is one of the main reasons we 
have developed such a good understanding over the years of what our 
members need and what they expect from their super fund.

Over the last financial year almost 2,000 local government employees came 
along to learn more about their super at our group sessions and more than 
4,000 members had a personal chat with one of our Client Relationship 
Managers at their workplace.
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Good quality financial advice is essential for anyone planning their retirement 
and also for many of our retired members looking for the best way to 
manage their retirement savings.

Our financial planners met with thousands of our members last financial year 
advising on a variety of issues including investment options, tax, Centrelink 
entitlements, risk and personal insurance just to name a few.

The fees we charge for financial planning are purely to recoup the costs of 
providing that advice so members only pay for the services they use, and 
truly get the best possible value for their money.

Our financial planners do not receive commissions or bonuses so I can 
confidently say that their number one priority is to help our members make 
the most of their super investment.

Also this year we conducted sixteen Retired Members Forums which were 
attended by our retired members and their partners all the way from Tweed 
Heads to Albury.

The Forum’s theme was Wealth and Health and we had over 600 people  
join us throughout NSW.  It’s a great opportunity for our retired members  
to catch up with old colleagues and find out what’s been happening at  
Local Government Super.

Of course if members can’t meet with us, they can always give us a call, 
e-mail us or do it the old-fashioned way and write us a letter.

Last financial year our Member Services team  spoke with around 5,000 
members each month.

Being able to speak with someone who can help you with a question is a key 
part of any good member relationship.  That’s why we brought our Contact 
Centre in-house last year to make sure we could provide members with 
good quality service at a very reasonable cost.

Members can call us on 1300 LGSUPER (1300 547 873), Monday to Friday 
from 8.30am to 5.00pm.

M
em

ber Services team

Per month for the 2013/14 financial year
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Improving our online services
More and more people are managing their finances online and this includes 
their super investment.  In fact, over 100,000 people visited our website 
over the last financial year with more than 750 members logging on to 
Member Online each day to manage their super investment.

The more our members use Member Online, the more we can reduce 
our overall costs and pass these savings back to all our members as higher 
investment returns on their super.

That’s why we are always looking for ways to improve the capability of our 
Member Online service.

Our relationship with our administrator, AAS, has also allowed us to expand 
our Member Online capabilities so members can:

 z  opt-in to receive eStatements

 z  combine super accounts 

 z  make additional super contributions

 z  switch investment options

 z  update personal details.

Our retired members can now also access all the details of their  
pension online.
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Investing your super for the long term 
Our aim is to earn long-term sustainable returns for our members and this means 
our investment horizons need to be 20, 30, 40 or more years into the future.

That’s why Local Government Super has been committed to responsible and 
sustainable investing for over ten years now, and it’s why we place so much 
importance on managing our environmental, social and governance (ESG) 
risks right across our investment portfolio. 

Some of these risks include climate change, environmental impact, work 
practices and the governance of listed companies.

At the end of June 2014, we had approximately $4.8 billion invested in 
sustainable and responsible strategies across a number of asset classes which 
is by far the largest of any super fund in Australia. 

We have also been recognised as the super fund with the largest amount 
of funds under management dedicated to responsible investment by the 
Responsible Investment Association Australasia (RIAA) for the eighth 
successive year.

Enhancing our responsible screening criteria
Negative screening is used by institutional investors to exclude or to limit 
certain types of investments usually based on a set of defined industry 
criteria.  Responsible investment screening can also include evaluation and 
identification of companies which are managing their ESG issues poorly, 
which in turn may coincide with the loss of shareholder value.

Local Government Super regularly reviews its negative screening criteria and 
in October 2014 we announced changes to our criteria to combat the future 
impact of climate change on our investment portfolio.

High carbon sensitive industries
One change was to exclude any companies from our share portfolios which 
derive more than one-third of their revenue from a number of ‘high carbon 
sensitive’ industries.  These activities include coal and oil sands mining, and 
coal-fired energy generators.

These excluded industries are particularly susceptible to climate change. 
They have been poor investments in recent years and we believe they are 
also likely to suffer structural decline over the longer term.

SUSTAINABILITY
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Nuclear energy
We are a strong supporter of renewable energy such as wind and solar 
power.  However, we believe that renewable energy alone cannot meet all 
our future energy requirements, and that nuclear energy does have a role to 
play in reducing the impact of climate change.

Advances in technology mean that nuclear energy is now increasingly 
becoming a viable, low-carbon emitting energy source.

Nevertheless we will continue to monitor and exclude certain high-risk areas 
of the nuclear industry via our general negative screen on high ESG risks.  This 
means we would exclude any investments in old nuclear generators with poor 
safety and management records such as the reactors in the Fukushima disaster 
in Japan.

Tobacco and controversial weapons
We have also excluded investments in companies which derive any revenue 
at all from the manufacture or the production of tobacco products or 
‘controversial weapons’ such as land mines and cluster bombs.

We believe these activities have a significant long-term negative social impact 
and our members do not want to financially support these types of activities.

We have also clarified the definition of an excluded industry to the 
manufacture and production of certain products.  This definition makes it 
easier for us to identify specific companies when considering an exclusion 
from our portfolio.

Investing in Green Bonds
Local Government Super is one of the few super funds in Australia to invest 
in AAA-rated global green bonds.  These bonds are used to finance a range 
of projects including clean energy, water and waste management, sustainable 
living, environmental services and sustainable public transport.

By the end of June 2014, we had almost $20 million invested in green 
bonds.  Some of our recent investments include the European Bank for 
Reconstruction and Development (EBRD) Green Bond, the Green Bond 
issued by the German development bank, KfW (Kredit für Wiederaufbau), 
and the Nordic Investment Bank Green Bond.

In April 2014, we also invested in the first green bond issued in Australian 
dollars by the International Bank of Reconstruction and Development.
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Asset Owners Disclosure Project (AODP)
The Climate Institute’s AODP assesses how 458 of the world’s largest 
investors, including many pension funds, are managing the risks and 
opportunities of climate change.

In December last year, Local Government Super maintained the highest 
AAA-rating and was ranked second globally in the AODP survey for our 
approach to managing climate change.

While the global ranking is great recognition, we are always looking to 
develop our expertise and our capabilities so we can take advantage of 
new opportunities and continue to build and enhance our sustainable and 
responsible investment portfolio.

SuperRatings Infinity Award 
Local Government Super’s commitment to responsible and sustainable 
investment was recognised in March 2014 with the SuperRatings Infinity Award, 
the third time we have taken out the award since it was introduced in 2008.

The Infinity Award encompasses all aspects of a super fund’s ability to 
support sustainable and responsible investment.  These aspects include 
sustainability, risk management policies and initiatives and performance, 
through to member engagement and operations, engagement with service 
providers, asset allocation and a general overview of the fund. 

This latest Infinity Award follows on from the previous Infinity Awards we 
picked up in 2011 and 2012.

Proxy voting 
Local Government Super undertakes proxy voting at the shareholder meetings 
of all ASX200 companies and 500 of the largest listed international companies. 

Investing in shares on behalf of our members brings with it important 
ownership rights that can be exercised by voting at company meetings.   
We see voting as crucial in addressing any ESG issues which may exist in the 
companies in our portfolio.   

Local Government Super is a member and client of the Australian Council 
of Superannuation Investors (ACSI), an external expert group who provide 
voting recommendations in respect to company resolutions.  As a broad rule 
we vote in accordance with ACSI recommendations which set out to achieve 
best practice corporate governance. 

However, from time to time we will consider voting against other ACSI 
recommendations when we believe there is a significant ESG risk which has 
or could lead to a loss of shareholder value. 

Remuneration 
A positive observation over the last financial year is that we have voted 
against fewer remuneration policies of ASX companies in our portfolio.  This 
decrease is due mainly to the introduction of ‘two strikes legislation’ in 2011 
which appears to be influencing companies to be more responsible with their 
remuneration practices.
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Under this legislation if a company receives ‘against’ votes of greater than 
25% on its remuneration reports in two successive years it will face a new 
vote from shareholders to spill the entire board. 

This allows investors to have a greater say in how ASX companies structure 
their executive remuneration, and it has also promoted greater dialogue 
between investors and company chairs on how to better align remuneration 
with the long-term needs of superannuation fund investors.  

To reinforce the importance of setting more responsible executive 
remuneration plans, when we vote against an ASX company’s remuneration 
report, we will also vote against the re-election of the Chair of that 
company’s Remuneration Committee if they are standing for re-election in 
the same year. 

In this financial year, we voted against directors of CSL, Southern Cross 
Media, Aurizon, Fortescue Metals and ResMed Inc on these grounds.  

Governance 
We also voted against the re-election of Rupert Murdoch and his sons as 
well the remuneration report for Twenty-First Century Fox; the company 
recently spun out from Rupert Murdoch’s News Corporation.  Our vote was 
based on the poor governance standards at this company. 

We also voted against the re-election of all the directors at struggling gold 
producer Newcrest Mining due to ongoing governance and strategic issues 
which have had a major negative impact on the share price.

Climate Change 
Local Government Super was the only Australian super fund to vote for 
the election of Mr Ian Dunlop on to the Board of BHP Billiton at their 
2013 Annual General Meeting.  Mr Dunlop is a well-credentialled candidate 
previously being a senior executive in the oil and gas industry before 
becoming an environmental consultant with expertise on climate change.  
We voted for his election (which was ultimately unsuccessful) as he had 
strong credentials and experience in the industry.  

We also believe that all boards, but particularly in sectors exposed to risks 
associated with climate change, should have expertise on climate change 
which we consider to be the most significant ESG issue likely to impact our 
members’ long-term investment returns.

ASX Proxy Voting Record 2013/14 
Proxy voting for the year ending 30 June 2014

Meetings  
No. 

Resolutions  
No. 

For votes  
% 

Against votes  
% 

Other  
% 

135 1,342 86% 10% 4%

For further information on our approach to sustainable and responsible 
investing, visit lgsuper.com.au
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PROPERTY

Local Government Property Fund 
As at 30 June 2014, Local Government Super had more than $524 million 
invested in the property portfolio under the name of Local Government 
Property Fund (LGPF). 

Established in 2003, the Fund is an unlisted property trust which is managed 
and controlled by Local Government Super.  The Fund currently comprises 
nine property assets throughout New South Wales including five office 
buildings, three retail centres and one industrial estate. 

The total value of the Fund increased by $37 million over the 2013/14 
financial year due to increased demand for quality property assets in the 
investment market and growth in income as a result of new leasing activity.

The Sturt Mall shopping complex in Wagga Wagga was sold to Dexus for 
$61.2 million in June 2014 and the sale was finalised in July. 

Direct property investment performance 
Local Government Property Fund achieved a return of 14.47% in the 2013/14 
financial year, exceeding the industry benchmark by 5.05%.

1 Year 2 Years 3 Years 5 Years

LGPF 14.47% 10.39% 8.81% 8.10%

Benchmark1 9.42% 9.20% 9.24% 8.45%

Excess return to Benchmark 5.05% 1.19% -0.43% -0.36%

1 Mercer/IPD Australian Property Pooled Fund Index



12

Allambie Grove Frenchs Forest Miller St North Sydney

Lyon Park Rd North Ryde

Margaret St Sydney Sussex St Sydney

Leasing activity 
During the year, LGPF finalised 23 new 
leases and 19 renewals, including one tenant 
expansion.  This equates to a total of 
17,517.20 square metres and an income of 
$15,765,468 per annum.

Leasing activity in 2013/14 was up  
compared to the 2012/13 financial year; 
42 lease transactions were completed 
compared to 35 in the previous financial 
year.  The high number of new lease deals 
indicates that tenants are willing to relocate 
and take advantage of a very competitive 
leasing market.
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Office vacancy 
Our office properties had an average vacancy rate of 5.8% as at 30 June 
2014 and performed better than the Property Council of Australia (PCA) 
benchmark rate of 8.6%.

Office market LGPF average PCA benchmark

Sydney CBD 6.5% 7.9%

North Sydney 10.9% 8.6%

North Ryde/ 
Macquarie Park 

3.2% 9.2%

LGPF Office Average 5.8% 8.6%

Individually all our office assets are performing well with the exception of 
North Sydney, primarily due to floor space becoming available after a major 
tenant vacated the premises at 181 Miller Street.

The general North Sydney office market has not fully recovered since the 
global financial crisis.  We expect the leasing outlook to remain challenging in 
the short term but we are implementing several strategies to counter  
this environment.

Environmental performance
Local Government Super established an ongoing property sustainability 
programme in 2004 with the aim of reducing energy and water consumption, 
carbon emissions and landfill waste over the long term.

Using leading edge technology to reduce energy and water consumption has 
been a particular focus in recent years.  The latest technology in  
air-conditioning and lighting has helped to reduce energy consumption in our 
commercial properties by 40% since 2009.

Commercial portfolio - energy consumption (KwH)
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NABERS ratings
The National Australian Built Environment Rating System (NABERS) is a 
performance-based rating system for existing buildings. 

NABERS rates a building on the basis of its measured operational impact on 
the environment and provides a simple indication of how well a company is 
managing the different aspects of this environmental impact.

All our properties use 100% Green Power to achieve a 6 star NABERS 
energy rating.  The average NABERS energy rating (without Green Power) 
for both Commercial and Retail is 4.5 stars, well above the current 
Australian Industry average of 3 stars.

Average NABERS Energy Rating for  
Commercial and Retail properties

Global Real Estate Sustainability Benchmark
(GRESB)

Local Government Super aims to invest for long-term property value and we 
are continually striving to better understand the environmental, economic 
and social risks over the whole building life cycle.

The annual GRESB survey gathers sustainability information from over 
600 global property portfolio owners.  In October 2013, for the third 
consecutive year, Local Government Super was ranked in the top quartile, 
indicating our long-term commitment to sustainability performance.
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OUR AWARDS

CANSTAR five-star rating for outstanding value
In November 2013, our Accumulation Scheme and our Account-Based 
Pension Plan were both awarded CANSTAR’s five-star rating for outstanding 
value.  CANSTAR evaluated over seventy super funds and recognised  
Local Government Super for our:

 z  range of investment options

 z  comprehensive voluntary insurance 

 z  financial planning services

 z  easy member account access.

And in October 2014, CANSTAR confirmed their five-star rating for our 
Accumulation Scheme for the second year in a row.

SuperRatings Infinity Award for 
sustainable and responsible investment

In March 2014, SuperRatings presented Local Government Super with their 
Infinity Award for our commitment to addressing our environmental and 
ethical responsibilities.

The award recognises a super fund’s ability to support sustainable and 
responsible investment, and this includes aspects such as asset allocation, risk 
management as well as engagement with members and service providers.

It was the third time in just four years that we have received the Infinity 
Award.  It highlights the work we’ve done to implement long-term sustainable 
and responsible investment strategies, and to manage the environmental, social 
and governance risks right across our investment portfolio. 

Climate Institute’s Asset Owners Disclosure 
Project (AODP)

In December 2013, the AODP assessed how 458 of the world’s largest 
institutional investors, including many pension funds, are managing the risk 
and opportunities of climate change.

Local Government Super was ranked second globally for our sustainable 
investment practices, maintaining our AAA rating.

This ranking recognises our commitment to managing the long-term risks 
such as climate change which will have a material impact on the financial 
future of our members.



Ivan Haramina
Financial Planner

Metro-North Region

Financial planning provides our members 
with peace of mind and assurance that 
they’re on the right track. 

Some of the more common concerns that 
members have include a downturn in the 
markets, what will happen to their super if 
they pass away, or working out when is the 
best time to retire.

I feel very proud to have the opportunity  
to speak with members and help them.   
I can point out things that they may not 
have thought of themselves.

Whenever I visit council worksites and 
depots, I always feel warmly welcomed by 
the members I meet there.

16
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 Source: Yahoo finance

Economic growth improved on the whole over the financial year with our 
Gross Domestic Product (GDP) reaching a seasonally-adjusted annual 
growth rate of 3.1% in the June quarter.

The Reserve Bank of Australia (RBA) noted that the economy has been 
somewhat firmer as a result of very strong increases in resource exports 
as new capacity has come on stream.  But this is expected to be offset by a 
significant decline of investment spending in the resources sector over the 
medium term.

Source: Australian Bureau of Statistics (ABS)
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At home in Australia
Our High Growth and Balanced Growth 
investment options produced strong returns 
for our members mainly due to the greater 
exposure to Australian and international 
share markets particularly during the first 
half of the financial year. 
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There was moderate growth in consumer 
demand and a strong expansion in housing 
and construction largely driven by lower 
mortgage rates.

The RBA cut official interest rates early 
in July 2013 to an historic low of 2.5% and 
maintained this rate for the rest of the 
financial year. 

Commodities prices fell steadily with the 
spot price for iron ore finishing the financial 
year at US$95 falling from US$115 in  
twelve months. 

The returns on fixed income investments 
were modest with interest income making  
up most of the returns for investors.  The  
10-year Australian Government bond yield 
fell from 3.8% to 3.5% over the financial year. 

Returns from cash and fixed term deposits 
also declined as the RBA kept official 
interest rates very low. 

Direct property investments posted returns 
of around 9% for the financial year and this 
was made up mostly of property income and 
some small capital gains. 

In international markets
Europe led the international share markets up, but the US market also 
posted strong gains over the financial year.

 

Source: Yahoo finance

Emerging markets markedly underperformed the global developed markets 
and small cap shares generally outperformed in these markets.

The Chinese economy slowed over the course of the financial year which 
prompted the government to introduce a range of stimulus measures. 

European economic growth was positive but low and the European Central 
Bank also attempted to stimulate growth by cutting official interest rates to 
just 0.15% in the June quarter. 

US economic growth was affected by extreme winter weather late in 2013 
but finished the financial year with an annual GDP growth rate of 2.4% in the 
June quarter.

Meanwhile the US Federal Reserve Board continued to wind back their 
Quantitative Easing by reducing the volume of their bond buying programme 
particularly in the last half of the financial year.
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So far this financial year
Since July, international commodity prices have continued to fall with the spot 
price for iron ore reaching US$82.38 per tonne by the end of September. 

Weakening commodity prices and the strengthening US currency combined 
to drive down the Australian dollar, losing around US$0.06 in the month of 
September alone.

Source: Reserve Bank of Australia (RBA)

Falling commodity prices and a weakening dollar have also been the main reasons 
behind the fall in the Australian share market over the September quarter.

After a solid performance over the 2013/14 financial year, some of the gains 
were wiped off over the first three months of the 2014/15 financial year, 
particularly in September.

Source: Yahoo finance

A lower Australian dollar is likely to boost economic growth in the medium 
term, but it may take some time before it has a tangible impact on business 
revenues and share prices.

In the meantime, we are likely to see a higher level of volatility in the share 
market as the economy adjusts from its dependence on mining to other 
sectors of the economy.
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Catherine Omal
Member Services Officer

Sydney

Some of the more common questions  
I receive are about online access, investment 
performance and members wanting to change 
their pension payments.

I’ve also been asked to help members find 
their super as they’ve lost track of all their 
accounts with different super funds.

Sometimes there’s a bit of paperwork 
involved so I try to help members to get all 
their details correct the first time and follow 
up to make sure everything is done on time.

I work with a great team and I think our 
members see us as helpful and understanding.

20
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Top 10 Australian share holdings as at 30 June 2014

Rank 
Australian shares  

top 10 holdings
% of portfolio 

holding
% of index*

1 Commonwealth Bank of Australia 9.57% 9.77%

2 BHP Billiton 7.19% 8.70%

3 Australia and New Zealand Bank 7.07% 6.79%

4 Westpac 6.34% 7.82%

5 Telstra 5.73% 4.88%

6 National Australia Bank 4.81% 5.73%

7 Woolworths 2.78% 3.32%

8 Wesfarmers 2.56% 3.58%

9 CSL Limited 2.47% 2.42%

10 Woodside Petroleum Limited 2.25% 2.20%

Top 10 international share holdings as at 30 June 2014

Rank 
International shares  

top 10 holdings
% of portfolio 

holding
% of index*

1 Nestle 1.08% 0.77%

2 Walt Disney 1.07% 0.44%

3 Oracle 0.94% 0.45%

4 Apple 0.93% 1.78%

5 Exxon Mobil 0.89% 1.34%

6 United Parcel Services (UPS) 0.84% 0.22%

7 Accenture 0.82% 0.16%

8 Thermo Fisher Scientific 0.81% 0.14%

9 Johnson & Johnson 0.77% 0.91%

10 Reckitt Benckiser 0.77% 0.17%

HOW WE INVEST YOUR MONEY

This section provides information on each  
of our investment options as well as details  
of past performance, asset allocations  
and definitions. 

Please note that the net earnings rate, which 
is the investment return on the assets after 
payment of transaction costs, taxes and 
other expenses, disclosed in the following 
tables may not be the same as the rate 
credited to a member’s benefit due to the 
effect of cash flow timings. 

The net earnings allocated to a member’s 
account during this period are calculated 
daily, based upon the applicable unit prices 
of the underlying investment options the 
member is invested in.  These unit prices 
are derived from the market value of the 
investments in the underlying investment 
option after adjustments for taxes, fees  
and expenses. 

Any direct fees, contributions tax or 
expenses, such as insurance premiums, 
are deducted directly from the member’s 
account and are not taken into account 
when deriving applicable unit prices. 

Please also note that the tables on the 
following pages show returns for past net 
earning rates and these figures are not 
an indicator of future net earning rates. 
Member benefits which are invested in 
any particular investment option are not 
guaranteed and the value of their investment 
may fall.

* This measure shows how much of that share is held by the overall market.  For Australia the index used is the ASX 300.  For international shares the index is 
the MSCI which consists of all the world indices, such as the Dow Jones, Nikkei, etc.  So even though we may hold enough of a share for it to be in our top ten, 
we may still hold less than its share of the overall market.
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Objective - 4.5% net investment return per annum above CPI, measured 
over a rolling seven-year period.

Risk profile - Risk Band 5 (Medium to High).  Estimate of 3.5 negative 
annual returns in any 20-year period. 

Asset Allocation

Asset classes 
Asset 

allocation 
ranges

Actual 
20141

Actual 
20131

Australian Shares 25%–42% 30.3% 34.2% 

International Shares 25%–42% 39.1% 33.4% 

Australian Direct Property2 0%–10% 5.5% 5.5% 

International Listed Property 0%–6% 2.3% 2.3% 

Commodities 0%–3% 1.0% 0.8%

Semi-Liquids2 and Private Equity2 5%–25% 10.5% 11.0% 

Absolute Return Funds 0%–13% 7.4% 8.9% 

Australian Fixed Interest 0%–5% 0.0% 0.0% 

Australian Inflation-Linked Bonds 0%–5% 0.0% 0.0% 

International Fixed Interest 0%–5% 0.0% 0.0% 

Cash 0%–10% 2.8% 3.1% 

Defensive Illiquids2 0%–8% 1.2% 0.8% 

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme 
(Division A) 

13.1% 9.1% -3.4% 16.6% 14.9%

Account-Based Pension Plan 
(Division F) 

14.6% 10.6% -3.6% 19.5% 16.2%

Our investment options 
The following descriptions reflect the 
objectives and the asset allocations as at  
30 June 2014.  You should refer to the 
relevant Product Disclosure Statement  
(PDS) for the current details of our 
investment options.

High Growth
Definition - The High Growth option 
generally invests a very high proportion of 
funds in growth assets, such as Australian 
and international shares, and property.

This combination of assets aims to earn high 
real investment growth above CPI over a 
seven-year period.  As there is an emphasis 
on growth, you should keep in mind that 
there may be what financial professionals  
call ‘short-term volatility’ in this option.   
In other words, the value of the investment 
may fluctuate over the short term.

1. As at 30 June.
2.  Combined investments in these asset classes do not exceed 25% of  

the portfolio. 
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Balanced Growth 
Definition - The Balanced Growth option invests a relatively high 
proportion of funds in growth assets such as Australian and international 
shares, and property. 

This option aims to earn real investment growth above the CPI over the 
medium to long term.  For investors who want a high exposure to Australian 
and international shares and property and are prepared to accept more 
risk.  The emphasis is on growth so investors should be prepared for some 
potential ‘short-term volatility’.  In other words, the value of the investment 
may fluctuate over the short term. 

Objective - 3.5% net investment return per annum above the CPI, 
measured over a rolling five-year period. 

Risk profile - Risk Band 5 (Medium to High).  Estimate of three negative 
annual returns in any 20-year period. 

Asset Allocation

Asset classes 
Asset 

allocation 
ranges

Actual 
20141

Actual 
20131

Australian Shares 18%–31% 22.8% 25.2% 

International Shares 18%–30% 27.7% 26.2% 

Australian Direct Property2 0%–10% 5.2% 5.6% 

International Listed Property 0%–6% 2.1% 2.3% 

Commodities 0%–3% 0.9% 0.8% 

Semi-Liquids2 and Private Equity2 1%–21% 9.4% 11.0% 

Absolute Return Funds 0%–16% 10.7% 13.0% 

Australian Fixed Interest 0%–10% 3.7% 3.6% 

Australian Inflation-Linked Bonds 0%–10% 3.8% 2.8% 

International Fixed Interest 0%–10% 4.8% 4.6% 

Cash 0%–10% 6.5% 4.1% 

Defensive Illiquids2 0%–8% 2.5% 1.0% 

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme 
(Division A) 

12.8% 8.5% -0.9% 13.8% 12.7%

Account-Based Pension Plan 
(Division F) 

14.2% 9.9% -0.4% 16.0% 13.4%

1. As at 30 June.
2. Combined investments in these asset classes do not exceed 25% of the portfolio. 
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Balanced 
Definition - The Balanced option generally invests a proportion of its 
funds in growth assets such as Australian and international shares, property, 
semi-liquids and private equity, and the balance in income-producing assets, 
such as interest-bearing securities. 

This option aims for real investment growth above CPI over a three-year 
period.  A higher percentage of assets produce income which makes this 
option less volatile than the High Growth and Balanced Growth options. 

Objective - 2.5% net investment return per annum above the CPI, 
measured over a rolling three-year period. 

Risk profile - Risk Band 4 (Medium).  Estimate of 2.3 negative annual 
returns in any 20-year period. 

Asset Allocation

Asset classes 
Asset 

allocation 
ranges

Actual 
20141

Actual 
20131

Australian Shares 9%–21% 13.9% 15.4% 

International Shares 9%–20% 16.7% 15.7% 

Australian Direct Property2 0%–10% 5.2% 5.7% 

International Listed Property 0%–6% 2.2% 2.3% 

Commodities 0%–3% 0.9% 0.9% 

Semi-Liquids2 and Private Equity2 1%–11% 9.6% 11.1% 

Absolute Return Funds 1%–25% 12.7% 14.1% 

Australian Fixed Interest 0%–17% 9.4% 9.5% 

Australian Inflation-Linked Bonds 6%–16% 9.6% 8.6% 

International Fixed Interest 6%–16% 10.7% 10.4% 

Cash 0%–10% 5.6% 4.7% 

Defensive Illiquids2 0%–8% 3.5% 1.7% 

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) 12.2% 7.7% 2.4% 9.9% 9.0%

Account-Based Pension Plan 
(Division F) 

13.7% 9.0% 3.2% 11.6% 10.6%

1. As at 30 June.
2.  Combined investments in these asset classes do not exceed 25% of 

the portfolio. 
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Conservative 
Definition - The Conservative option generally invests a small proportion 
in growth assets and the balance in income-producing assets such as 
interest-bearing securities. 

This option aims to earn real investment growth above CPI over a two-year 
period.  Although this option is relatively less volatile than the High Growth, 
Balanced Growth and Balanced options, the returns and the value of the 
investment can still fluctuate. 

Objective - 2% net investment return per annum above the CPI, measured 
over a rolling two-year period. 

Risk profile - Risk Band 3 (Low to Medium).  Estimate of 1.6 negative 
annual returns in any 20-year period. 

Asset Allocation

Asset classes 
Asset 

allocation 
ranges

Actual 
20141

Actual 
20131

Australian Shares 1%–11% 6.1% 6.5% 

International Shares 1%–11% 7.0% 6.8% 

Australian Direct Property2 0%–8% 4.2% 4.7% 

International Listed Property 0%–6% 2.2% 2.3% 

Commodities 0%–3% 0.8% 0.8% 

Semi-Liquids2 and Private Equity2 5% -21% 8.8% 10.9% 

Absolute Return Funds 0%–21% 16.1% 18.7% 

Australian Fixed Interest 8%–18% 11.4% 11.7% 

Australian Inflation-Linked Bonds 8%–18% 11.6% 10.4% 

International Fixed Interest 8%–18% 11.6% 12.1% 

Cash 5% -20% 16.1% 13.4% 

Defensive Illiquids2 0% -8% 4.1% 1.7% 

Investment returns over 5 years for Pool A as at 30 June 2014 

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) 11.7% 6.9% 4.7% 7.0% 6.7%

Account-Based Pension Plan 
(Division F) 

13.2% 8.0% 5.8% 8.2% 7.8%

1. As at 30 June.
2. Combined investments in these asset classes do not exceed 25% of the portfolio. 
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Objective - 4.5% net investment return per annum above the CPI, 
measured over a rolling seven-year period. 

Risk profile - Risk Band 6 (High).  Estimate of 4.9 negative annual returns 
in any 20-year period. 

Asset allocation at 30 June 2014 Actual

Australian Shares 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) N/A N/A N/F1 19.5% 16.1%

Account-Based Pension Plan 
(Division F) 

N/A N/A N/F1 N/F1 18.5%

Sustainable Australian Shares 
Definition – The Sustainable Australian Shares option aims to provide for 
high long-term investment growth above the CPI by investing in Australian 
Shares according to the Sustainability Criteria.  However because the 
emphasis is on growth, it is likely that this option will from time to time 
produce a negative return. 

The performance of Sustainable Australian Shares is measured against the 
S&P/ASX 200 Accumulation Index benchmark. 

Objective – 4.5% net investment return per annum above the CPI, 
measured over a rolling seven-year period. 

Risk profile – Risk Band 6 (High).  Estimate of five negative annual returns 
in any 20-year period. 

Asset allocation at 30 June 2014 Actual

Sustainable Australian Shares 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme 
(Division A) 

N/A N/A N/F1 22.5% 12.4%

Account-Based Pension 
Plan (Division F) 

N/A N/A N/F1 N/F1 13.5%

Australian Shares 
Definition - The Australian Shares option 
aims to provide for high investment growth 
above the CPI over the long term, however 
because the emphasis is on growth, it is 
likely that this option will from time to time 
produce a negative return. 

The performance of Australian Shares 
is measured against the S&P/ASX 200 
Accumulation Index benchmark. 

1. No return recorded as the investment option did not have funds for the full financial year.  



Michelle Blicavs
Director since April 2013

As a local councillor, I have 
a very strong interest in 
ensuring that all council staff 
are well looked after when 
they retire from their years  
of service to their  
local communities.  

Women often spend a lot of 
time out of the workforce, 
so we really have to start 
thinking about our super 
investment much earlier in 
life.  We need to plan ahead 
so we can all enjoy retirement 
in our later years.

As Directors, it’s crucial we 
make strong decisions to 
ensure the good governance 
of the fund and work closely 
with staff to make sure we 
are continually improving our 
services for all our members.
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International Shares 
Definition - The International Shares option aims to provide for high 
investment growth above the CPI over the long term, however because the 
emphasis is on growth, it is likely that this option will from time to time 
produce a negative return. 

The performance of International Shares is measured against the MSCI 
World Index (ex Australia) benchmark. 

Objective - 4.5% net investment return per annum above the CPI, 
measured over a rolling seven-year period. 

Risk profile - Risk Band 6 (High).  Estimate of 4.8 negative annual returns 
in any 20-year period. 

Asset allocation at 30 June 2014 Actual

International Shares 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) N/A N/A N/F1 25.1% 18.6%

Account-Based Pension Plan 
(Division F) 

N/A N/A N/F1 N/F1 20.5%

Australian Listed Property 
Definition - The Australian Listed Property option aims to provide for 
investment growth above the CPI over the medium term, however because 
the emphasis is on growth, it is likely that this option will from time to time 
produce a negative return. 

The performance of Australian Listed Property is measured against the  
S&P/ASX 200 Property Accumulation Index benchmark. 

Objective - 3.5% net investment return per annum above the CPI, 
measured over a rolling five-year period. 

Risk profile - Risk Band 6 (High).  Estimate of 5.7 negative annual returns 
in any 20-year period. 

Asset allocation at 30 June 2014 Actual

Australian Listed Property 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) N/A N/A N/F1 19.9% 8.7%

Account-Based Pension Plan 
(Division F) 

N/A N/A N/F1 N/F1 10.2%

1. No return recorded as the investment option did not have funds for the full financial year.  
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Australian Fixed Interest 
Definition - The Australian Fixed Interest option aims to provide for 
investment growth above the CPI, over the medium term, however there may 
be occasions over short time periods where returns may be low or negative. 

The performance of Australian Fixed Interest is measured against the UBSA 
Government Index. 

Objective - 2% net investment return per annum above the CPI, measured 
over a rolling two-year period. 

Risk profile - Risk Band 4 (Medium).  Estimate of 2.6 negative annual 
returns in any 20-year period. 

Asset allocation at 30 June 2014 Actual

Australian Fixed Interest 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) N/A N/A N/F1 1.7% 3.0%

Account-Based Pension Plan 
(Division F)

N/A N/A N/F1 N/F1 3.3%

International Fixed Interest 
Definition - The International Fixed Interest option aims to provide for 
high long term investment growth above the CPI, however because the 
emphasis is on growth, it is likely that this option will from time to time 
produce a negative return. 

The performance of International Fixed Interest is measured against the 
Barclays Global Aggregate Index (hedged). 

Objective - 2.5% net investment return per annum above the CPI, 
measured over a rolling three-year period. 

Risk profile - Risk Band 3 (Low to Medium).  Estimate of 1.8 negative 
annual returns in any 20-year period. 

Asset allocation at 30 June 2014 Actual

International Fixed Interest 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) N/A N/A N/F1 3.0% 5.6%

Account-Based Pension Plan 
(Division F) 

N/A N/A N/F1 N/F1 6.1%

1. No return recorded as the investment option did not have funds for the full financial year.  1. No return recorded as the investment option did not have funds for the full financial year.  
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Fixed Term 
For the financial year ended 30 June 2014, this option was only available to 
members of the Account-Based Pension Plan.

However, the Fixed-Term tranche, which matured in October 2014, was 
the last tranche to be offered under this option.  Term deposits are now 
available within our DIY investment option.

Definition - The Fixed Term option aimed to provide a predetermined 
fixed interest rate on investments held for an agreed term. 

This option invested 100% in cash investments and had a short-term focus. 

Objective - A fixed rate of return over the term of the investment. 

Risk profile - Low.  The chance of a negative return was remote and 
would have only occurred in exceptional circumstances such as if the term 
deposit provider became insolvent. 

Asset allocation at 30 June 2014 Actual

Cash 100%

Investment returns for the Fixed Term option

Matured 
30/11/12

Matured 
2/10/13

Matured 
31/03/14

Matured 
8/10/14

Account-Based  
Pension Plan (Division F)

5.00% 4.35% 4.35% 3.65%

Cash 
Definition - The Cash option offers investments for short-term investors 
or those seeking less volatile returns.  The option invests predominantly in 
short-term Australian money market assets. 

In addition, a small proportion of the assets (up to 15%) are invested in global 
interest type assets having a longer maximum term.  This gives this option 
greater exposure to higher returns than by just investing in short-term domestic 
assets with only a small increase in the overall volatility of the returns.

Objective - 0.25% net investment return per annum above the‘cash’1 rate, 
measured over a rolling two-year period. 

Risk profile - Risk Band 1 (Very Low).  Based on an estimate of there 
being no negative returns in any 20-year period. 

Asset allocation at 30 June 2014 Actual

Cash 100%

Investment returns over five years for Pool A as at 30 June 2014

2010 2011 2012 2013 2014

Accumulation Scheme (Division A) 4.9% 4.9% 4.0% 3.0% 2.4%

Account-Based Pension Plan 
(Division F) 

5.2% 5.7% 4.6% 3.5% 2.9%

1. The benchmark for the cash rate is the UBS Bank Bill Index. 
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Growth - Retirement Scheme (Pool B) 
Definition - The Growth option generally invests a relatively high 
proportion of its funds in growth assets, such as Australian and international 
shares and property.  The balance is invested in income-producing assets. 

This combination aims to earn real investment growth above the CPI over 
a five-year period.  Because the emphasis is on growth, you should keep in 
mind that there may be what financial professionals call ‘short-term volatility’ 
in this option.  In other words, the value of the investment may fluctuate 
over the short term.  This volatility is not expected to be as great as it is in 
the High Growth option. 

Objective - 3.5% net investment return per annum above the CPI, 
measured over a five-year period. 

Risk profile - High/Medium.  There is potential for the value of the 
investment to decrease in the short term.  The chance of a negative return in 
any year is one in four. 

Asset Allocation

Asset classes 
Asset 

allocation 
ranges

Actual 
20141

Actual 
20131

Australian Shares 18% - 31% 23.0% 25.4% 

International Shares 18% - 30% 27.7% 26.2% 

Australian Direct Property2 0% - 10% 5.4% 6.1% 

International Listed Property 0% - 6% 2.1% 2.0% 

Commodities 0% - 3% 0.8% 0.8% 

Semi-Liquids2 and Private Equity2 1% - 21% 12.5% 13.8% 

Absolute Return Funds 0% - 16% 11.8% 11.8% 

Australian Fixed Interest 0% - 10% 3.8% 3.7% 

Australian Inflation-Linked Bonds 0% - 10% 3.8% 3.0% 

International Fixed Interest 0% - 10% 4.9% 4.6% 

Cash 0% - 10% 1.1% 1.3% 

Defensive Illiquids2 0% - 8% 3.0% 1.3% 

Investment returns over five years as at 30 June 2014

2010 2011 2012 2013 2014

Retirement Scheme (Pool B) 
Contributory 

10.4% 9.0% -1.3% 13.7% 13.0%

Retirement Scheme (Pool B) 
Deferred 

10.2% 7.9% -1.2% 13.4% 12.5%

Basic Benefit  
– Other Contributions account 

10.0% 10.8% -3.5% 13.8% 12.9%

1. As at 30 June. 
2. Combined investments in these asset classes do not exceed 25% of the portfolio. 
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Member investment choice 

Retirement Scheme members only (Division B)

In addition to the Growth investment option, Retirement Scheme members 
have access to member investment choice.  Members can choose one of five 
investment options: High Growth, Balanced Growth, Balanced, Conservative 
or Cash. 

Members can elect an investment option for the following benefit components: 

For contributory members

 z Your Contributor Financed Benefit 

 z Other Contributions account 

For deferred members

 z Your total account balance 

These investment options were introduced in 2005 and the following tables 
show investment returns for the last five financial years. 

As at 30 June 2010

Investment 
options

Contributor 
Financed 
Benefit

Other 
Contributions 

Account

Deferred 
Members

High Growth 13.6% 13.2% 13.2%

Balanced 
Growth

13.0% 13.2% 12.8%

Balanced 12.4% 12.6% 12.2%

Conservative 11.8% 12.5% 12.5%

Cash 5.0% 4.4% 4.8%

As at 30 June 2011

Investment 
options

Contributor 
Financed 
Benefit

Other 
Contributions 

Account

Deferred 
Members

High Growth 10.7% 11.4% 8.5%

Balanced 
Growth 

10.4% 12.5% 9.0%

Balanced 9.0% 10.4% 7.8%

Conservative 8.2% 10.2% 6.6%

Cash 5.8% 7.9% 4.8%
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As at 30 June 2012

Investment 
options

Contributor 
Financed 
Benefit

Other 
Contributions 

Account

Deferred 
Members

High Growth -3.4% -5.4% -2.2%

Balanced 
Growth 

-1.3% -5.7% -0.6%

Balanced 2.7% 0.6% 2.5%

Conservative 5.4% 6.5% 4.6%

Cash 4.4% 6.2% 3.7%

As at 30 June 2013

Investment 
options

Contributor 
Financed 
Benefit

Other 
Contributions 

Account

Deferred 
Members

High Growth 16.6% 18.3% 16.5%

Balanced 
Growth 

13.9% 13.7% 14.0%

Balanced 10.4% 9.6% 10.0%

Conservative 7.4% 3.8% 7.0%

Cash 3.4% 0.4% 3.0%

As at 30 June 2014

Investment 
options

Contributor 
Financed 
Benefit

Other 
Contributions 

Account

Deferred 
Members

High Growth 15.2% 14.8% 14.5%

Balanced 
Growth 

12.6% 12.4% 12.1%

Balanced 9.9% 9.7% 9.5%

Conservative 7.4% 7.0% 6.8%

Cash 3.0% 2.6% 2.4%
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Defined Benefit Strategy (Pool B) 
Definition - The Defined Benefit Strategy generally invests a high 
proportion of its funds in growth assets, such as Australian and international 
shares and property. 

The balance is invested in income-producing assets.  This combination aims 
to earn an objective being a 7% nominal return per annum. 

Because the emphasis is on growth, you should keep in mind that there may 
be what financial professionals call ‘short-term volatility’ in this strategy.  In 
other words, the value of the investment may fluctuate over the short term. 

Objective - 7% net investment return per annum over a rolling  
eight-year period. 

Risk profile - As this is a defined benefit scheme any downside risk is 
effectively underwritten by the employers. 

Asset Allocation

Asset classes 
Asset 

allocation 
ranges

Actual 
20141

Actual 
20131

Australian Shares 16%–30% 21.4% 24.0% 

International Shares 16%–30% 27.2% 26.0% 

Australian Direct Property2 0%–15% 11.0% 10.9% 

International Listed Property 0%–6% 1.5% 1.4% 

Commodities 0%–3% 0.9% 0.8%

Semi–Liquids  
and Private Equity2 1%–21% 9.5% 9.9% 

Absolute Return Funds 0%–18% 14.6% 15.6%

Australian Fixed Interest 0%–10% 2.0% 2.0%

Australian Inflation–Linked 
Bonds 

0%–10% 1.0% 1.0% 

International Fixed Interest 0%–10% 3.0% 2.7% 

Cash 0% –15% 7.0% 5.4% 

Defensive Illiquids2 0%–8% 0.9% 0.4%

Investment returns over five years as at 30 June 2014

2010 2011 2012 2013 2014

Defined Benefit Strategy 
(Pool B) Contributory 

10.8% 8.4% -2.0% 14.2% 10.9%

1. As at 30 June. 
2. Combined investments in these asset classes do not exceed 25% of the portfolio. 
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THE TEAM BEHIND YOUR SUPER

Governance 
The Board is responsible for managing Local Government Super which 
includes the safekeeping of assets and ensuring it operates in accordance 
with the Trust Deed, the Corporations Act 2001 (Cth), the Superannuation 
Industry (Supervision) Act 1993 (Cth) (SIS) and other relevant superannuation 
legislation and regulations (Superannuation Laws).

Role of the Board 
The Board is responsible for setting the overall strategy and ensuring  
Local Government Super is operating in accordance with the Trust Deed  
and all applicable laws. 

There are eight Directors on the Board of the Trustee Company.  To comply 
with the equal representation requirements of SIS, four of the Directors are 
appointed by employer associations and four are appointed by unions. 

We also have an aspirational goal for our Board to have a 40% 
representation of female directors. 

The Board meets regularly and receives and reviews reports from 
management and its service providers.  When necessary, the Board calls 
upon advice from specialists such as solicitors, accountants and actuaries. 

Accumulation Scheme 
Division A

Public Offer Division P

Rollover1 and 
Account-Based 
Pension Plan Division F

Retirement Scheme 
Division B

Basic Benefit Division C

Defined Benefit Scheme 
Division D

Local 
Government 

Super

About the Trustee 
The Local Government Superannuation 
Scheme was established on 30 June 1997 
specifically for employees of NSW Local 
Government entities. 

Now referred to as Local Government 
Super, it is divided into two pools (Pool 
A and Pool B).  LGSS Pty Limited (ABN 
68 078 003 497) is the Trustee of Pool A 
(ABN 74 925 979 278) and Pool B (ABN 
28 901 371 321).  Both pools are complying 
superannuation funds and are subject to 
concessional taxation treatment. 

The Trustee (the Board) is a non-profit 
company solely engaged in the management 
and control of Local Government Super’s 
assets for the benefit of its members.  This 
means that all profits go back to members. 
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Board committees 
As at 30 June 2014, the Board had in place an Investment Committee, an 
Audit, Compliance and Risk Management Committee, a Determinations 
Committee and a Remuneration Committee to allow it to oversee the 
operations in greater detail.  All committees were reflective of the equal 
representation requirements of SIS. 

The Investment Committee was made up of Martin O’Connell (Chair), Keith 
Rhoades, Bruce Miller and Joanna Davison and generally met twice a quarter. 

The main function of the Investment Committee is to monitor the 
performance of the investment managers, oversee the work of the internal 
investment team and the external asset consultant and to provide updates to 
the Board. 

The role of the Audit, Compliance and Risk Management Committee, which 
was made up of Leo Kelly (Chair), Jim Montague, Craig Peate and Michelle 
Blicavs, was to monitor the Trustee’s compliance with its various licences 
and the effectiveness of its risk management processes and to ensure the 
appointed service providers meet the agreed standards. 

The Audit, Compliance and Risk Management Committee meetings were also 
attended by Local Government Super’s external auditor and internal auditor. 

The role of the Determinations Committee, which was made up of 
Michelle Blicavs (Chair), Jim Montague, Joanna Davison and Leo Kelly, 
was to consider disputed claims for invalidity and death benefits.  The 
Committee met as required. 

The role of the Remuneration Committee, which was made up of Craig 
Peate (Chair), Keith Rhoades, Bruce Miller and Martin O’Connell, is to 
assist the Board to fulfil its responsibilities in relation to the Trustee’s 
Remuneration Policy. 

The Remuneration Committee’s functions included reviewing the 
performance of the Chief Executive Officer and the Chief Investment 
Officer, the remuneration of senior management, and the budgeted increase 
for the remaining employees. 



Casey Stephens
Client Relationship Manager

Metro-North Region

I regularly help members sort out a whole 
range of issues; be it consolidating their super, 
sorting out their insurance cover or making 
salary sacrifice and after-tax contributions. 

Sometimes it’s just a matter of putting their 
minds at ease about something they’ve read 
in the newspaper or they’ve heard from a 
work colleague. 

If a member leaves one of my appointments 
with a better understanding of their super then 
that’s a great result.

It’s also been great to see members with a lot 
more optimism about super now that we’ve 
recovered from the global financial crisis.
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Industry regulators 
Local Government Super holds a Registrable 
Superannuation Entity (RSE) licence which is 
regulated by APRA.  Pool A and Pool B are 
both Registered Superannuation Entities under 
the SIS legislation. 

Local Government Super also holds an 
Australian Financial Services Licence (AFSL) 
to cover the services provided by its financial 
planners and customer relationship managers. 
This licence is regulated by ASIC. 

Indemnity insurance 
The Trustee is indemnified by a policy of 
insurance which helps protect  
Local Government Super in the event of a 
claim against its assets. 
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Joanna Davison MAICD
Appointed by the Development and Environmental Professionals’ Association (depa)
Chief Executive of Fund Executives Association Ltd (FEAL) (since October 2013)
Qualifications : MAICD, Senior Fellow of FINSIA, Cambridge MA Hons, SIA Graduate Diploma,  
Australian Institute of Company Directors - Company Directors course
Appointed to the Board effective 30 October 2013 (replaced Ian Robertson as depa’s representative)
Ceased to be a Director on 10 October 2014.

Leo Kelly OAM
Appointed by Local Government NSW (formerly through the Local Government Association of NSW)
Councillor and former Mayor - Blacktown City Council (since 1980)
Former Vice President - Local Government Association of NSW, currently an Executive member of  
Local Government NSW (since October 2013)
Qualifications : Numerous short courses undertaken through the AICD, AIST and ASFA relating to 
director responsibilities
Chair of the Audit, Compliance and Risk Management Committee
Appointed to the Board on 8 September 1999

Craig Peate GAICD, GAIST
Appointed by the United Services Union
Local Government employee with Tweed Shire Council since 1978
Currently holds the position of Co-ordinator of Revenue & Recovery
Qualifications : GAICD, GAIST, Associate Diploma in Local Government, Certificate 3 and 4 in Financial 
Services, Certificate in Management and Leadership
Chair of the Remuneration Committee
Appointed to the Board on 25 October 2012

 

Bruce Miller MAICD (Chair)
Appointed by Local Government NSW (formerly through the Shires Association of NSW)
Councillor and former Mayor - Cowra Shire Council (since September 1991)
Vice President - Local Government NSW (since October 2013)
Director - Australian Local Government Association (since 2008)
Director - StateCover Mutual since 2004 (including Board Chair from 2009 to 2011)
Member of Australian Institute of Company Directors (AICD) (8 years)
Qualifications : MAICD, Licensed Builder.  Numerous short courses undertaken through the AICD, AIST 
and ASFA relating to director responsibilities.
Appointed to the Board on 1 July 2011

Martin O’Connell FAICD (Deputy Chair)
Appointed by the Local Government Engineers’ Association (LGEA)
Former Director of the LGEA (NSW Branch) (from 1992 to 2013)
National Manager, Students and Young Professionals Program - Professionals Australia (since July 2013)
Former Director - Association of Professional Engineers, Scientists and Managers, Australia (APESMA)  
(from 1990 to 2013)
Former Executive Member (APESMA representative) - Unions NSW (from 1994 to 2013)
Qualifications : FAICD, numerous short courses undertaken through the AICD, AIST and ASFA relating to 
director responsibilities
Chair of the Investment Committee
Appointed to the Board on 18 October 1999

Your Board 
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John Beacroft
Appointed by the United Services Union
Former Local Government employee in finance departments of various city and regional councils 
for over 40 years
Appointed to the Board on 26 March 2008
Resigned from the Board on 8 October 2013

James (Jim) Montague PSM
Appointed by the United Services Union
General Manager - City of Canterbury Council (since 1982)
Awarded the Public Service Medal in 2006 
Qualifications : AIST Director training
Appointed to the Board on 9 October 2013  
(replaced John Beacroft as the United Services Union’s representative)

Ian Robertson
Appointed by the Development and Environmental Professionals’ Association (depa) Secretary - depa
Former Chair of the Investment Committee
Appointed to the Board on 26 March 1997

Resigned from the Board 23 October 2013

Michelle Blicavs GAICD
Appointed by Local Government NSW (formerly through the Local Government Association of NSW)
Councillor - Wollongong City Council  (since September 2011) 
Chief Executive Officer - International Association for Public Participation (IAP2) Australasia (since January 2012)
Director - Australian Christian Superannuation (Industry Fund) (since July 2010)
Chairperson - Top Blokes Foundation (since January 2012)
Qualifications : GAICD, Diploma of Theology, Master of Management, Foundations in  
Trustee Governance - AIST.
Currently Chair of the Determinations Committee
Appointed to the Board on 3 April 2013

Keith Rhoades AFSM
Appointed by Local Government NSW (formerly through the Local Government Association of NSW)
Councillor and former Mayor - Coffs Harbour City Council (since 1991)
President of Local Government NSW (since October 2013)
National Vice President - Australian Local Government Association (since 2010)
Director - StateCover Mutual (since 2012)
Director - Local Government Procurement (since 2011 to date)
Qualifications : AICD Company Director course, AIST trustee induction course, numerous short courses 
involving financial budgeting, management and reporting
Appointed to the Board effective 3 April 2013
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2013/14 meeting attendance by Directors 
The attendance by Directors at meetings of the Board and its Committees 
from 1 July 2013 to 30 June 2014 was as follows:

Board 

Director
Meetings held 
during tenure

Number of  
meetings attended

Beacroft, John 3 1

Blicavs, Michelle 11 10

Davison, Joanna 7 7

Kelly, Leo 11 10

Miller, Bruce 11 11

Montague, James 8 7

O’Connell, Martin 11 10

Peate, Craig 11 11

Rhoades, Keith 11 11

Robertson, Ian 4 3

Audit, Compliance and Risk Management Committee 

Director
Meetings held 
during tenure

Number of  
meetings attended

Beacroft, John 1 1

Blicavs, Michelle 4 4

Kelly, Leo 4 4

Montague, James 3 3

Peate, Craig 3 3

Investment Committee 

Director
Meetings held 
during tenure

Number of  
meetings attended

Davison, Joanna 4 4

Miller, Bruce 6 6

O’Connell, Martin 6 5

Rhoades, Keith 6 6

Robertson, Ian 2 2

Remuneration Committee 

Director
Meetings held 
during tenure

Number of  
meetings attended

Miller, Bruce 2 2

O’Connell, Martin 2 2

Peate, Craig 2 2

Rhoades, Keith 2 2
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Determinations Committee 

Director
Meetings held 
during tenure

Number of  
meetings attended

Blicavs, Michelle 1 1

Kelly, Leo 1 1

Montague, James 1 1

Robertson, Ian 1 0

Directors’ Remuneration 
Total annual fees paid ($000) No. of Directors

0 – 20 2

20 – 40 2

40 – 60 5

60 – 80 1

The annual directors’ fees are payable either to the individual Director or to 
their appointing shareholder. 

Executives’ Responsible Officers Remuneration 
Total remuneration paid ($000) No. of Executives

200 – 300 3

300 – 400 1

400 – 500 1

Our service providers
The Trustee engages external experts such as investment advisers and 
investment managers, administrators, a custodian, an actuary, accountants, 
solicitors and auditors to assist with its obligations.

The Trustee reviews its service providers regularly and may from time to 
time make changes.

Administrator
The administrator of Local Government Super for the 2013/14 financial year 
was FuturePlus Financial Services Pty Limited, which is now owned by Link 
Market Services.  The administrator attends to the day-to-day administration 
operations of Local Government Super under a written service agreement. 

From 1 July 2014, Local Government Super has engaged Australian 
Administration Services Pty Limited to be its administrator, which is a 
company owned by Link Market Services.
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Investment managers at 30 June 2014
AMP Capital Investors

AQR Capital Management

Attunga Capital Pty Ltd

BT Investment Management (Institutional) Ltd

Colonial First State Investments Limited

Five Oceans Asset Management Pty Limited

H3 Global Advisors Pty Ltd

Hermes Investment Management Limited

Intrinsic Investment Management Pty Ltd

Impax Asset Management Limited

Kapstream Capital Pty Ltd

LSV Asset Management

Macquarie Investment Management Limited

MFS Institutional Advisors, Inc

Mutual Limited

Omega Global Investors Pty Ltd

Pareto Investment Management Limited

PIMCO Australia Pty Ltd

QIC Limited

State Street Global Advisors Australia Limited

Ubique Asset Management Pty Ltd

Vanguard Investments Australia Ltd

Wellington Management Company, LLP

Wilshire Australia Pty Limited

Winton Global Alpha Fund

Legal advisor
DLA Piper

Actuary
Mercer Human Resource Consulting

Asset Consultant
JANA Investment Advisers Pty Ltd

External Auditor
Deloitte Touche Tohmatsu Limited

Internal Auditor
Price Waterhouse Coopers Australia

Custodian
JPMorgan Chase Bank

Group Life Insurer
TAL (formerly called TOWER Australia)

Professional Indemnity 
Insurer
Zurich Financial Services Australia
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Dean Godbee
Financial Planner

South Region

When it comes to super, there’s an  
ever-increasing complexity of products and 
choice, and the role of a financial planner  
is to sort through these choices and arrive  
at solutions which are in our member’s  
best interests.

This means giving members the opportunity 
to talk about their retirement goals, their 
objectives and working out how we can work 
towards achieving them.

Trust is the key.  Members place a lot 
of trust in you as their financial planner 
so it’s essential that I build a good, close 
relationship with every member I see  
each day.
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TAXES, FEES AND CHARGES

Superannuation surcharge
From 1 July 2005, the Federal Government abolished the surcharge payable 
on certain superannuation contributions.  However, any debt accrued prior 
to this date is still payable and will be deducted from a member’s account.  
The Australian Taxation Office (ATO) determines the amount of surcharge 
(if any) which relates to your contributions. 

All surcharge amounts are deducted from the member’s account and paid to 
the ATO on the member’s behalf (except for the Retirement and Defined 
Benefit Schemes, where it is held as a debt until the time the benefit is paid). 

Concessional contributions
Concessional contributions are ‘before tax’ contributions and include  
the compulsory employer Superannuation Guarantee and any salary  
sacrifice arrangements. 

Previously, a person could only contribute up to $25,000 of concessional 
super contributions each financial year regardless of their age.  However, 
from 1 July 2013 the Government increased the concessional contribution 
cap for those aged 59 and over, to $35,000. 

Starting from the 2014/15 financial year, the concessional cap of $35,000 
was introduced for people who are 49 years and over, and the standard 
concessional cap for all other workers was increased to $30,000 per annum.

If someone breaches the concessional contributions limits, they now have 
the option of receiving a refund of any excess contributions and including it in 
their annual tax return to be taxed at their marginal rate.  Alternatively they 
can retain it within their superannuation account where it will be taxed at 
their marginal rate from their account, or they may pay the amount directly 
to the ATO. 

If someone chooses to retain these contributions within their 
superannuation account, these funds will become non-concessional 
contributions and they will need to take note of any other non-concessional 
contributions they make in the relevant financial year.  These people need 
to be aware that the $150,000 cap on non-concessional contributions has 
increased to $180,000 for the 2014/15 financial year. 

From 1 July 2012, any person earning more than $300,000 has had some or 
all of their contributions taxed at 30%.  When a person exceeds the income 
level due to the inclusion of their concessional contributions, the 30% 
contributions tax is then levied on the amount in excess of $300,000. 

General tax information 
Local Government Super is required to 
pay tax of up to 15% on all employer 
contributions1 received (including 
contributions made by way of salary 
sacrifice).  Any tax payable in respect of 
these contributions is deducted from the 
member’s account.  Personal contributions 
made on an after-tax basis are not subject 
to tax. 

Starting from 1 July 2012, workers with 
an annual income of less than $37,000 
have been receiving a refund up to $500 
to their superannuation savings called the 
Low Income Superannuation Contribution 
(LISC).  In effect, the rebate refunds the 
15% contributions tax paid by the fund on 
low income earners’ contributions to ensure 
they pay no tax on contributions. 

The Federal Government has announced 
plans to abolish the LISC in June 2017.

1. Net of allowable deductions, e.g. administration and insurance fees
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Non-concessional contributions
Non-concessional contributions were capped at $150,000 per year in 
2013/14, increasing to $180,000 in 2014/15.  Individuals under 65 years of 
age during any part of the financial year can bring forward up to three years’ 
worth of non-concessional contributions and contribute a total of $540,000 
in one financial year. 

People making this amount of contributions need to be aware that they then 
cannot make any additional non-concessional contributions for the next two 
financial years without breaching the non-concessional contributions cap. 

Anti-detriment payments
An anti-detriment payment is a lump sum amount which is paid in addition 
to the account balance of a deceased member.  It is payable to the trustee of 
the deceased estate (for the benefit of the spouse, ex-spouse or child) or to 
a spouse, former spouse or child of the deceased member. 

The anti-detriment payment represents a refund of the 15% contributions 
tax levied against the deceased member’s superannuation entitlements during 
their lifetime.  It is only payable when the benefit is paid as a lump sum. 

Tax on investment earnings
Earnings on investments are generally taxed at a maximum of 15%.  The 
effective rate may be reduced below 15% due to the effect of various tax 
credits and rebates.  Payments from super are tax free after the age of 60. 

Member protection 
Prior to 1 July 2013, any administration fee deducted from the account of a 
protected member could not exceed the earnings on their account balance 
in that financial year. 

This means that their account balance could not fall because of 
administration fees (excluding insurance and taxes).  During the 2012/13 
financial year, account balances with less than $1,000 were protected. 

From 1 July 2013, with the introduction of the MySuper regime, member 
protection rules no longer apply. 
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Fees and other costs 
During the 2013/14 financial year Local Government Super levied a number 
of fees and these included: 

Other Management Costs
These are the fees and costs for investing the assets and for payment of 
certain other costs associated with operating Local Government Super 
(further details of Other Management Costs can be found at lgsuper.com.au 
or in your Product Disclosure Statement). 

Note that Other Management Costs are not charged directly to the 
member’s account.  These fees are applied daily on the market value of the 
assets in each particular investment option and are deducted prior to the 
declaration of the relevant unit price. 

Administration fee
The Trustee sets the administration fee at the level needed to recover the 
cost of administering a member’s account. 

All fees charged to members’ accounts during the 2013/14 financial year are 
detailed in the following tables. 

For further information about fees and costs contact Member Services on 
1300 LGSUPER (1300 547 873) or visit lgsuper.com.au

Administration fees, other fees and 
insurance premiums charged in Pool A 

For the  
year ended  
30 June 2014

Accumulation 
Scheme 

Rollover Plan1 
Account-Based  
Pension Plan

Direct 
Administration 
fee 

$5.98 per month 
($1.38 per week)

$6.20 per month           
($1.43 per week)

$8.15 per month 
($1.88 per week)

Basic Death  
and TPD cover 

$5.00 per unit 
per month

N/A N/A

Exit fee $70.55 $70.55 $70.55

Product 
Switching fee

$70.55 $70.55 $70.55

Investment 
Switching fee 

$36.41 per switch $36.41 per switch $36.41 per switch

Voluntary 
insurance

The cost will vary 
depending on the 
sum insured and 

other factors

N/A N/A

 

1.  The Rollover Plan was closed effective 27 November 2013 and members were transferred to the 
Accumulation Scheme.
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From 1 July 2014 Accumulation Scheme 
Account-Based Pension 

Plan

Direct Administration fee $1.30 per week $1.30 per week

Basic Death and TPD cover $5.00 per unit per month1 N/A

Exit fee $25.00 $25.00

Product Switching fee $25.00 $25.00

Investment Switching fee $25.00 per switch $25.00 per switch

Voluntary insurance 
The cost will vary depending on the sum 

insured and other factors 
N/A

Other Management Costs charged in Pool A 

Management costs charged for the Accumulation Scheme for the year 
ended 30 June 2014

Months High Growth
Balanced 
Growth 

Balanced Conservative Cash

July–Oct 0.63% 0.59% 0.56% 0.53% 0.41%

Nov–Jan 0.67% 0.64% 0.59% 0.56% 0.49%

Feb–Apr 0.67% 0.63% 0.60% 0.55% 0.52%

May–Jun 0.69% 0.65% 0.64% 0.56% 0.55%

Months Australian 
Shares

Sustainable 
Australian 

Shares

International 
Shares

Australian 
Listed 

Property

Australian 
Fixed 

Interest

International 
Fixed 

Interest

Jul – Oct 0.52% 0.65% 0.66% 0.40% 0.43% 0.45%

Nov–Jan 0.63% 0.65% 0.81% 0.39% 0.50% 0.52%

Feb–Apr 0.65% 0.64% 0.79% 0.56% 0.50% 0.52%

May–Jun 0.67% 0.65% 0.80% 0.54% 0.50% 0.52%

Management costs charged for the Rollover Plan2 for the year ended  
30 June 2014

Months High Growth
Balanced 
Growth 

Balanced Conservative Cash

Jul–Oct 0.67% 0.63% 0.60% 0.57% 0.45%

Nov 0.72% 0.69% 0.64% 0.61% 0.54%

1.  Effective 1 October 2014, the cost of Basic Death & TPD cover increased to $7.09 per unit per month.  Members were also provided 
with the option of converting units of Basic Death and TPD cover to units of Basic Death Only cover at a reduced cost of $4.35 per 
unit per month.

2. The Rollover Plan was closed effective 27 November 2013 and members were transferred to the Accumulation Scheme.
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Management costs charged for the Account-Based Pension Plan for the 
year ended 30 June 2014

Months High Growth
Balanced 
Growth 

Balanced Conservative Cash

Jul–Oct 0.67% 0.63% 0.60% 0.57% 0.45%

Nov–Jan 0.71% 0.68% 0.63% 0.60% 0.53%

Feb–Apr 0.71% 0.67% 0.64% 0.59% 0.56%

May–Jun 0.73% 0.69% 0.68% 0.60% 0.59%

Months Australian 
Shares

Sustainable 
Australian 

Shares

International 
Shares

Australian 
Listed 

Property

Australian 
Fixed 

Interest

International 
Fixed 

Interest

Jul–Oct 0.56% 0.69% 0.70% 0.44% 0.47% 0.49%

Nov–Jan 0.67% 0.69% 0.85% 0.43% 0.54% 0.56%

Feb–Apr 0.69% 0.68% 0.83% 0.60% 0.54% 0.56%

May–Jun 0.71% 0.69% 0.84% 0.58% 0.54% 0.56%

Administration fees charged in Pool B 

For the year ended 30 June 2014 Retirement Scheme Defined Benefit Scheme

Direct Administration fee
$5.98 per month  
($1.38 per week)

N/A

Exit fee $70.55 N/A

Investment Switching fee $36.41 per switch N/A

From 1 July 2014 Retirement Scheme Defined Benefit Scheme

Direct Administration fee $1.30 per week N/A

Exit fee $25.00 N/A

Investment Switching fee $25.00 per switch N/A

Management costs charged in the Retirement Scheme 
(Accumulation accounts only) 

Management costs charged in the Retirement Scheme to  
contributory members (excluding any Other Contributions account)  
for the year ended 30 June 20141

Months High 
Growth Growth Balanced 

Growth Balanced Conservative Cash

Jul–Oct 0.23% 0.19% 0.19% 0.16% 0.13% 0.01%

Nov–Jan 0.28% 0.24% 0.25% 0.20% 0.17% 0.10%

Feb–Apr 0.28% 0.24% 0.24% 0.21% 0.16% 0.13%

May–Jun 0.30% 0.25% 0.26% 0.25% 0.17% 0.16%

1. A maximum 0.55% fee applies for the Contributor Financed Benefit. 
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Management costs charged in the Retirement Scheme to  
contributory members for the Other Contributions account for the year 
ended 30 June 20141

Months 
High 

Growth
Growth 

Balanced 
Growth 

Balanced Conservative Cash

Jul–Oct 0.60% 0.56% 0.56% 0.53% 0.50% 0.38%

Nov–Jan 0.65% 0.61% 0.62% 0.57% 0.54% 0.47%

Feb–Apr 0.65% 0.61% 0.61% 0.58% 0.53% 0.50%

May–Jun 0.67% 0.62% 0.63% 0.62% 0.54% 0.53%

Management costs charged in the Retirement Scheme to deferred 
members for the year ended 30 June 20141

Months 
High 

Growth
Growth 

Balanced 
Growth 

Balanced Conservative Cash

Jul–Oct 0.73% 0.69% 0.69% 0.66% 0.63% 0.51%

Nov–Jan 0.78% 0.74% 0.75% 0.70% 0.67% 0.60%

Feb–Apr 0.78% 0.74% 0.74% 0.71% 0.66% 0.63%

May–Jun 0.80% 0.75% 0.76% 0.75% 0.67% 0.66%

Family Law fees 
As at 30 June 2014, the following fees were payable for the provision of Family Law information and for the 
actual ‘splitting of the benefit’: 

Accumulation Scheme and Account-Based Pension Plan (includes GST)

Request for information2 $110

Benefit split fee3 $88

Retirement Scheme and Defined Benefit Scheme (includes GST)

Request for information2

Contributory members $275

Deferred members $110

Pensioners $110

Benefit split fee3 $88

The member’s share of the fee is deducted from the member’s account and the non-member spouse’s share is 
deducted from the non-member spouse’s splittable payment prior to the transfer of the payment out of  
the Scheme.

Further details of fees and charges are provided in our member statements and also in the Product Disclosure 
Statements for each scheme which are available at lgsuper.com.au 

1. A maximum 1.0% fee applies. 
2. This fee is payable by the person requesting the information. 
3.  This fee is generally payable by the member and non-member spouse in equal parts ($44 each).  However, if the non-member spouse 

is entitled to the whole amount of a splittable payment, the entire amount is payable by the non-member spouse. 
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FINANCIAL STATEMENTS

Pool A 

Operating statement for the year ended 30 June 2014

30 Jun 14 
(‘$000)

30 Jun 13 
($’000) 

Revenue

Net investment revenue 478,156 424,593 

Employer contributions 274,865 252,554 

Member contributions 68,770 23,591 

Transfers in 264,227 282,375 

Other revenue 13,364 7,713 

Total revenue 1,099,382 990,826 

Less outgoings

Administrative expenses 23,638 23,119 

Insurance premiums 14,027 11,525

Income tax expense 40,367 76,395 

Total outgoings 78,032 111,039 

Benefits accrued as a result of operations 1,021,350 879,787

Statement of financial position for the year ended 
30 June 2014

30 Jun 14 
(‘$000)

30 Jun 13 
($’000) 

Investments

Unit trusts 4,868,949 4,179,495 

Other assets

Cash 58,369 44,983 

Receivables 452 542 

Deferred tax assets 14,150 18,758 

Total assets 4,941,920 4,243,778 

Less liabilities

Payables 5,478 3,823 

Current tax liability 15,038 27,921 

Total liabilities 20,516 31,744 

Net assets available to pay benefits 4,921,404 4,212,034 

Martin O’Connell
Deputy Chair and Director 

since October 1999

A sustainable and responsible 
investment strategy is 
absolutely crucial.

Sustainability risks, often 
called environmental, social 
and governance (ESG) risks, 
can have a material impact on 
the value of our investments. 

It’s essential when considering 
any investment opportunity 
to have a thorough 
understanding of all ESG risks 
which might be associated 
with the investment. 

It’s important to consider 
not only how the investment 
might perform in the short 
term but whether it has any 
long-term ESG risks.  This 
is because we’re investing 
for the long-term returns 
required for our  
members’ retirement. 
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Pool B 

Statement of changes in net assets for the year 
ended 30 June 2014

30 Jun 14 
(‘$000)

30 Jun 13 
($’000) 

Revenue

Net investment revenue 369,322 402,891 

Employer contributions 153,341 157,422 

Member contributions 15,318 11,505 

Transfers in 6,489 6,263 

Total revenue 544,470 578,081 

Less outgoings

Benefits paid 264,780 247,886 

Administrative expenses 14,768 15,200 

Income tax expense 31,116 56,395 

Total outgoings 310,664 319,481 

Net profit/(loss) 233,806 258,600 

Statement of financial position for the year ended 
30 June 2014

30 Jun 14 
(‘$000)

30 Jun 13 
($’000) 

Investments

Unit trusts 3,168,455 2,923,620 

Other assets

Cash 39,452 34,047 

Receivables 834 431 

Deferred tax assets 32,801 42,883 

Total assets 3,241,542 3,000,981 

Less liabilities

Payables 329 60 

Current tax liability 11,039 4,553 

Total liabilities 11,368 4,613 

Net assets available to pay benefits 3,230,174 2,996,368

Large investments 
Local Investment Fund (LIF) is a wholesale 
investment trust and the majority of the 
assets of Local Government Super are 
invested through LIF.  The investment pool 
of LIF is allocated to a range of investment 
managers.  Investment managers (and/or their 
weightings) are changed at appropriate times. 

Other than investments made through 
LIF, during the financial year there were 
no individual investments that exceeded 
5% of Pool A assets, or 5% in a single 
enterprise. Only one other investment, 
other than investments made through LIF, 
exceeded 5% of Pool B assets, or 5% in 
a single enterprise.  This was the Local 
Government Property Fund.  

To access a copy of the complete Financial 
Statements, including the Auditor’s 
Report for Pool A and Pool B, refer to the 
Documents and Annual Reports section of 
our website, lgsuper.com.au
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MORE INFORMATION

The Tribunal is an independent body established by the Commonwealth 
Government to review and settle certain disputes between members 
and their superannuation funds.  The SCT can only be involved after the 
Trustee’s efforts to reach a solution have failed (i.e. a member must first use 
the Trustee’s dispute procedures).  The SCT does not charge members for 
its service and can be contacted as follows: 

Superannuation Complaints Tribunal 
Locked Bag 3060 
Melbourne VIC 3001 
Ph: 1300 884 114 
W: sct.gov.au 

Trustee’s reserves 
By law, the Trustee is responsible for the overall management of its reserves. 
The Trustee maintains separate reserves for Pool A and Pool B. 

Pool A reserves 

Operational Risk Financial Requirement (ORFR) 
From 1 July 2013, the Superannuation Legislation and Prudential Standards 
has required the Trustee to maintain adequate financial resources to  
address losses arising from operational risks that may affect LGS within its 
business operations. 

The ORFR is the target amount of financial resources that the Trustee 
determines is necessary to respond to these losses, should they arise.  
The Trustee determined that the ORFR reserve will hold at least 0.25% of 
LGS’s assets. 

The Trustee aims to achieve 0.25% of LGS’s Pool A Funds Under 
Management (net assets available to pay members’ benefits) within the 
ORFR reserve by 30 June 2016 and this target is being funded from a 
component of the indirect costs included within the Other Management 
Costs fee which is charged to members’ accounts. 

As at 30 June 2014, this component makes up 0.03% of the 0.39% charged to 
your account. 

Complaints 
The Trustee aims to maintain a consistently 
high level of service and transparency by 
ensuring that any enquiries or complaints 
are handled courteously and promptly. 

Of course we always aim to provide quality 
service and attend to any enquiries promptly 
but in the case that a member is dissatisfied 
with the service they are receiving, they may 
lodge a formal complaint.  All complaints are 
to be made to the Complaints Resolution 
Manager by: 

 z   calling 1300 LGSUPER (1300 547 873) 
and making the complaint to a  
Member Services Officer; or 

 z   mailing the written complaint with 
‘Notice of Complaint’ marked on  
the envelope. 

The Trustee prefers complaints in writing 
marked as such, as it helps the Trustee to deal 
with the complaint in an efficient manner. 

Send written complaints to: 

Complaints Resolution Manager 
Local Government Super 
PO Box H290 
Australia Square NSW 1215 

The Complaints Resolution Manager will 
consider every complaint on behalf of the 
Trustee and provide a response within 90 
days of receiving a complaint.  If a member 
is not satisfied with the response, or their 
complaint has not been resolved within 90 
days, they do have the option of referring 
their complaint to the Superannuation 
Complaints Tribunal (SCT). 
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Pool B reserves 

ORFR
As discussed on the previous page, the ORFR has been established to ensure 
that the Trustee has adequate financial resources to address losses arising 
from operational risks that may affect LGS within its business operations.  
The Trustee achieved 0.25% of LGS’s Pool B Funds Under Management  
(net assets available to pay members’ benefits) in April 2013.

Defined Benefits Reserve
The Defined Benefits Reserve represents the value of assets that are 
assessed by the actuary on an annual basis to ensure that employers have 
sufficient assets to cover future liabilities. 

Administration Reserve
The Administration Reserve comprises both deductions from members’ 
accounts and provisions out of the Fund’s investment earnings.  These 
deductions and provisions should cover the cost of all operational expenses 
of the Scheme (excluding tax and insurance).  This account is quarantined 
from the Fund’s investment earnings. 

Tax Reserve
The Tax Reserve contains monies deducted from members’ accounts and 
the Employer Reserve for any contributions tax due.  These monies (in total) 
are held until such time as they are required to be remitted to the Australian 
Taxation Office. 

Additional Benefit Reserve
The Additional Benefit Reserve represents an amount held to meet any 
insurance payments required to be made by the Fund.  One quarter of this 
reserve is member financed. 

Administration Reserves
This reserve comprises both deductions 
which are made from members’ accounts 
and investment earnings to cover the cost of 
all operational expenses of the Fund. 

In addition, a specific amount of $100,000 is 
maintained in the Administration Reserve at 
all times to satisfy one of the requirements 
of the Trustee’s public offer licence.

Tax Reserves
As with the Administration Reserve, 
a provision is made from the Fund’s 
investment earnings for the estimated 
income tax payable.  In addition, the Tax 
Reserve contains monies deducted from 
members’ accounts for any contributions 
tax due.  These monies (in total) are held 
until such time as they are required to be 
remitted to the Australian Taxation Office. 

Self Insurance Reserve
In April 2013, the Self Insurance Reserve 
was established to meet death/invalidity 
claims within Pool A that were related to 
the period prior to 1 March 2009 and the 
commencement of the external  
insurance arrangements. 
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Reserve Data 
Below are the closing balances of these reserves as at 30 June for the last 
four years for Pool A and Pool B: 

Pool A 
Year 

Admin 
($’000) 

Tax 
($’000) 

ORFR 
($’000) 

Self Insurance 
($’000) 

2011 500 368 5,332 0 

2012 660 37 4,980 0 

2013 306 0 3,918 2,000 

2014 407 15,333 8,931 1,956

Pool B 
Year 

Defined 
Benefit 
($’000) 

ORFR 
($’000) 

Additional 
Benefit  
($’000) 

Tax  
($’000) 

2011 1,475,580 0 7,671 0 

2012 1,383,174 0 8,040 0 

2013 1,533,168 7,790 7,796 0

2014 1,648,825 8,406 7,273 14,187

Movement during the financial year for each of the abovementioned reserve 
accounts as at 30 June for the last three years are as follows: 

Pool A 
Year 

Admin 
($’000) 

Tax ($’000) 
ORFR 

($’000) 

Self 
Insurance 

($’000) 

2012 160 (331) (352) 0 

2013 (354) (37) (1,062) 2,000 

2014 101 15,333 5,013 (44) 

Pool B 
Year 

Defined 
Benefit 
($’000) 

ORFR 
($’000) 

Additional 
Benefit 
($’000) 

Tax 
($’000) 

2012 (92,406) 0 369 0 

2013 149,994 7,790 244 0

2014 115,658 616 (523) 14,187

How are the Reserves invested 
With the exception of the Defined Benefits Reserve that is invested in a 
growth style investment strategy, the assets which support these reserves 
are held effectively in cash, either in a bank account, a cash management 
account or as a cash investment in a unit trust. 



54

Derivatives 
Derivatives are used to adjust the weightings of the various portfolios in line 
with the overall investment strategy.  Various derivatives may be applied, 
such as futures and options.  Strict investment guidelines detail all limits 
approved on the use of derivatives that are in place.  Currency hedging 
activities are also carried out in relation to all international assets in the 
portfolio, within strictly defined parameters. 

Derivatives can also be used to protect against possible adverse moves in 
the markets, to implement tactical asset allocations, or to enter or exit the 
market at a defined price level.  Under no circumstances can they be used to 
gear the investment portfolio or be used for speculative trading. 

Except where the investment manager specifically confirms in writing that it 
does not and will not use derivatives, each investment manager must supply 
either a detailed Part B Derivative Risk Statement or an adequate controls 
framework, consistent with Superannuation Law, outlining the policies and 
role of derivative products (such as futures and options) utilised by the 
investment manager. 

The Trustee requires that all derivative positions are fully cash covered; 
offset to existing assets; or used to alter the exposures in underlying  
asset classes. 

Eligible Rollover Fund 
An Eligible Rollover Fund (ERF) is a fund which is established for the purpose 
of accepting and protecting benefits in respect of the ‘lost’ members of other 
superannuation funds.  If transferred to an ERF, a member ceases to have any 
rights which he or she previously had against the transferring fund. 

The Trustee has nominated Australia’s Unclaimed Super Fund (AUSfund)1 as 
the ERF to which such members’ benefits may be paid. 

Contact details are as follows: 

AUSfund Administration 
PO Box 2468 
Kent Town SA 5071 
Ph: 1300 361 798 
Fax: 1300 366 233 

For members of Pool B, the Trustee will transfer a benefit to the nominated 
ERF in circumstances where a benefit is split under family law and alternate 
rollover instructions have not been provided.  A benefit may also be 
transferred to that ERF for inactive accounts (where no superannuation 
contributions are being made) in accordance with the Superannuation Laws. 

1.  Industry Funds Investments Limited (IFI) – (ABN 17 006 883 227), (AFSL 229881) is the 
Responsible Entity of AUSfund, Australia’s Unclaimed Super Fund – (ABN 85 945 681 973).
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Changes to our fees 
With the introduction of Stronger Super, our Other Management Costs could 
no longer be used to subsidise the cost of certain transactions (ie. benefit 
payments and investment switches), or be used to subsidise some of the other 
services we offer you (ie. some financial planning services). 

As a result, our direct transaction fees for these services increased and for 
some products, direct transaction fees have been introduced for the first time. 

These changes came into effect on 30 April 2013 for the Accumulation 
Scheme, and from 1 July 2013 for the Retirement Scheme, Account-Based 
Pension Plan and the Rollover Plan (closed 27 November 2013). 

However, from 1 July 2014 the Trustee reduced our administration fees.  
There was a decrease in the weekly administration fee from $1.38 to $1.30 
for the Accumulation and Retirement Schemes, and from $1.88 to $1.30 for 
the Account-Based Pension Plan.  Other direct fees were also reduced by 
more than 30%.

Introduction of a financial planning fee 
From 1 July 2013, the Trustee began charging a direct financial planning 
fee for some financial planning services.  Previously, the cost of  
providing these financial planning services was incorporated into our 
Other Management Costs. 

MySuper 
From 1 July 2013, our default investment option in the Accumulation Scheme 
became our MySuper offering, known as the MySuper Age Based Investment 
Strategy.  Our MySuper offering is a simple, low cost default superannuation 
product which utilises a life cycle style investment strategy, provides basic 
insurance cover and has a standard set of fees. 

MySuper simplifies default superannuation products, improving their 
transparency and comparability.  Our MySuper Age Based Investment 
Strategy meets these criteria and provides a cost-effective alternative for 
members who have not made an investment choice. 

Closure of the Rollover Plan
Effective from 27 November 2013, the LGS Rollover Plan account was closed 
and all Rollover Plan accounts were transferred to the LGS Accumulation 
Scheme.  The members retained their current membership numbers and 
investment selection(s) as part of this transfer.

IMPORTANT CHANGES

Changes to Directors 
– Post 30 June 2014 

Joanna Davison ceased being a director  
of Local Government Super on  
10 October 2014.  Sam Byrne, as the new 
depa representative, was appointed as a 
director on the Board of Local Government 
Super on 5 November 2014.  A summary of 
his details are listed below.

Sam Byrne
Appointed by the Development and 
Environmental Professionals’ Association 
(depa) on 5 November 2014. 

Former Councillor and Mayor  
- Marrickville Council 

Consultant - Zakumi Consulting 

Member - The Greens 

Qualifications: Company Directors 
Course Diploma - Australian Institute of 
Company Directors, Certificates of Trustee 
Governance and Practice - Australian 
Institute of Superannuation Trustees, 
Masters of Management - University of 
Technology, Sydney 

Changes for the 
2013/14 financial year

This is a summary of the most important 
changes in the 2013/2014 financial year, 
affecting Local Government Super and  
its members.
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Changes to come in the 
2014/15 financial year

Changes to Account-Based 
Pension Plan statements
To further reduce our environmental 
footprint, from June 2014 we will only be 
issuing twice yearly member statements for 
Account-Based Pension Plan accounts; a 
half-yearly statement to 31 December and a 
financial year statement.

Changes to our  
insurance offerings
We have not increased our insurance 
premiums for our members for over  
15 years but unfortunately, the insurance 
landscape in Australia has changed in recent 
times.  An increase in claims paid out by 
insurance companies together with changes 
to regulatory requirements has meant 
that from 1 October 2014, we needed to 
increase the cost of our premiums.

Consequently, our Basic Death and Total and 
Permanent Disablement (TPD) cover has 
increased from $5.00 per unit per month to 
$7.09 per unit per month.

To mitigate the impact of this increase and 
provide members with greater flexibility 
in managing the cost and nature of the 
insurance, we now offer Basic Death 
Only cover.  The new Death Only cover 
costs $4.35 per unit per month and gives 
members the option to convert some or all 
of their Basic Death and TPD cover units to 
Death Only cover for the same sum insured, 
dependent on their age. 

Kyle Birchill
Member Services Officer

Sydney

I receive a wide range of enquiries but a 
lot of members ask about our fees and our 
investment returns, and some are still a bit 
concerned about the volatility of the markets.

But it’s important to remember that every 
member has different needs. 

Recently one of our members with a 
disability needed to renew a binding 
nomination and combine two of their super 
accounts, so I worked with them on all the 
forms and followed up with our administrator 
to make sure it went smoothly.

I enjoy solving problems for members  
and helping them to feel secure about 
having their retirement savings with  
Local Government Super.
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Legislative changes
The implementation of the Federal Government’s Stronger Super and Future 
of Financial Advice reforms dominated the superannuation industry during the 
2013/14 financial year.  These legislative changes, together with APRA’s new 
prudential standards, introduced complex obligations for superannuation 
trustees in all areas of their operations. 

Super contributions tax rebate for  
low income earners 
Currently, workers with annual income of less than $37,000 per annum, are 
receiving a refund of up to $500 to their superannuation accounts, under the 
Low Income Super Contribution (LISC) scheme.  In effect, the rebate refunds 
the 15% contributions tax paid by the member on their contributions. 

The Federal Parliament has passed laws so that the LISC will only be paid 
up to and including the 2016/17 financial year and determinations for a LISC 
payment will cease from 1 July 2019.

Superannuation government co-contributions 
For the 2013/14 financial year, the maximum entitlement was $500, with the 
lower income threshold at $33,516 and the higher income threshold  
at $48,516.

The Australian Taxation Office has announced that new thresholds will apply 
for the 2014/15 financial year; the lower and higher income thresholds will 
increase to $34,488 and $49,488 respectively. 

Abolition of the age limit on payment of the 
Superannuation Guarantee 
From 1 July 2013, there was no longer a Superannuation Guarantee upper 
age limit.  This means there is no maximum age for eligibility and employers 
must continue to make super contributions for employees who are over  
70 years of age. 

Increase of the Superannuation Guarantee rate 
From 1 July 2013, the Superannuation Guarantee (SG) rate increased to 
9.25% and from 1 July 2014 the rate increased to 9.50%. 

However, the Federal Parliament has amended the schedule of further 
increases to the SG rate so that there will be a freeze of the SG rate  
(charge percentage) at 9.50% from 1 July 2014 to 30 June 2021.  The SG rate 
will then increase by 0.5 percentage points each year until it reaches 12% 
from 1 July 2025.

There are also changes for our members 
who hold Voluntary insurance cover.  These 
premiums can vary significantly between 
members but on the whole the premiums 
for Voluntary Death Only and Death and 
TPD cover increased by 43.5%. 

And from 1 October 2014, we have also 
increased the cost of Salary Continuance 
Insurance (SCI) by 17.8%.

DIY investment option
On 8 September 2014, we launched our  
DIY investment option.  The DIY investment 
option gives our members the ability to 
invest, via real time online trading access, 
from a variety of investments including 
shares on the S&P/ASX 300, selected 
exchange-traded funds (ETFs), and from a 
range of term deposits. 

Trust Deed changes
During the financial year a number of 
amendments were made to the Fund’s  
Trust Deed and Rules.  Below is a summary 
of these amendments and the date they 
were approved by the Trustee:

3 July 2013 - Employers were now obliged 
to contribute a superannuation guarantee 
component for members who had already 
accumulated 180 Benefit Points.

3 September 2013 - The Rollover Plan 
within Division F was closed on  
27 November 2013 and affected members 
were transferred to the Public Offer Division 
of the Accumulation Scheme (Division P).

2 April 2014 - The Trustee was now 
permitted to move members within the 
Accumulation Scheme without their 
consent.  The permanent incapacity 
definition was updated to ensure 
consistency with Regulation 1.03C of the  
SIS Regulations.
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Increase of contributions caps 
Previously, a person could only contribute 
up to $25,000 of concessional super 
contributions each financial year, regardless 
of their age.  However, from 1 July 2013 the 
Government increased the concessional 
contribution cap for those aged 59 and over, 
to $35,000. 

Starting from the 2014/15 financial year, the 
concessional cap of $35,000 was introduced 
for people who are 49 years and over, and 
the standard concessional cap for all other 
workers was increased to $30,000 per annum.

There were no changes to the non-
concessional contribution caps in the 
2013/14 financial year but effective 1 July 
2014, the non-concessional contributions 
cap rose from $150,000 to $180,000, 
representing six times the standard cap.

Unclaimed money changes 
From 1 July 2013, the account balance 
threshold for treating inactive accounts 
and uncontactable members as unclaimed 
money, increased from $200 to $2,000. 
Furthermore, the period of inactivity 
for treating unidentifiable members as 
unclaimed money reduced from five years to  
12 months.  In addition, the ATO will pay 
interest on unclaimed money. 

Repealing member  
protection rules 
Until 1 July 2013, under the member 
protection rules, a member with an account 
balance of less than $1,000 generally 
could not have their balance reduced by 
administrative fees that were greater than 
the earnings accruing to their account. 

However, effective 1 July 2013, member 
protection was repealed due to the MySuper 
fee rules which require superannuation 
funds to charge their members at the same 
level or proportion, and to ensure no class 
of members is treated differently.

Trustees to provide written reasons for decisions 
In the past, there was no legislative requirement for trustees to provide 
written reasons for decisions in relation to complaints.  However from  
1 July 2013, trustees must: 

 z   in relation to death benefit complaints, provide written reasons for 
decisions at the time the complainant is given notice of the decision

 z   in relation to non-death benefit complaints, provide reasons for decisions 
upon request by the complainant in writing

 z   if no decision is made in relation to a complaint within 90 days after 
it was made, and the complainant, by written notice to the trustee, 
requests written reasons for the failure to make a decision within that 
period, provide those reasons within 28 days.

Proposed legislative changes
There are some additional changes which the Government proposed in the 
2014/15 Federal Budget, but have not yet been confirmed:

Rise in the retirement age
The retirement age will gradually rise to 70 years by 2035.  This means that 
people born after 1965 will only become eligible for the Age Pension once 
they reach 70 years of age.

Age Pension linked to CPI
Starting from September 2017, increases to the Age Pension will be linked 
twice a year to the Consumer Price Index (CPI) instead of the current 
method which uses the greater of the CPI, Pensioner and Beneficiary Living 
Cost Index or the Male Average Weekly Total Earnings.

Deeming rate thresholds
Starting from 20 September 2017, deeming rate thresholds for the Age Pension 
asset test will be re-set to $30,000 for singles and $50,000 for couples.

Eligibility for the Commonwealth Seniors Health Card 
From 1 January 2015, self-funded retirees will need to declare any new 
tax-free superannuation pension income in the means test to qualify for the 
Commonwealth Seniors Health Card. 

Current cardholders will be exempt from the new rules for their existing 
Account-Based Pension, however, they will need to declare any additional 
tax-free super pension income stream they commence after 1 January 2015. 

Existing Health Card holders will also lose the Seniors’ Supplement which 
the Government will abolish after the June 2014 payment.

Clean Energy Supplement
The Government has proposed that it will suspend the indexation of the 
Clean Energy Supplement indefinitely.



Leanne Cowan
Client Relationship Manager

Far-North Region

I’ve met with members in some unusual 
places; on the side of the road, council 
rubbish tips, at sewerage treatment works; 
wherever our members work basically. 

I just love meeting members and hearing 
their story. 

I recently visited a council where one of our 
young members had unexpectedly died.  
It was a wake-up call for his colleagues 
and I talked with a number of them about 
insurance and what assurance it can provide 
them and their family.

I think many members appreciate the fact 
that we do have a local presence and that 
they can discuss their super with us  
face-to-face.





For more information

Local Government Super
Phone 1300 LGSUPER (1300 547 873)

Web lgsuper.com.au

Mail PO Box N835
 Grosvenor Place
 NSW 1220

Offices

Sydney 28 Margaret St

Newcastle Suite 2/76 Park Ave, Kotara

Wollongong Shop 2/60 Burelli St

Office hours 8.30am – 5.00pm, Monday – Friday

Offices in Lismore, Orange, Parramatta, Tamworth and Wagga Wagga are 
available on an appointment only basis.

Bookings are essential.  Phone 1300 LGSUPER (1300 547 873) to  
make an appointment.
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