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AustralianSuper
Statement of financial position
As at 30 June 2016
Note

Assets
Cash and cash equivalents
Listed equity securities
Fixed interest securities
Derivatives
Unlisted unit trusts
Unlisted equity securities
Receivables
Receivable for securities sold
Current tax asset
Deferred tax assets

8

7

Total assets
Liabilities
Payables
Payable for securities purchased
Derivatives
Current tax liabilities
Deferred tax liabilities

7

Total liabilities (excluding liability for accrued benefits)

Net assets available to pay accrued benefits

2016
$'000

2015
$'000

6,342,496
48,633,983
22,004,263
1,356,501
24,263,954
549,247
337,727
178,445
14,005
12,441

5,324,070
49,616,713
16,918,549
260,971
21,662,410
532,091
329,485
142,285
14,131

103,693,062

94,800,705

152,200
445,587
1,050,837
1,401,364

147,908
611,485
923,558
17,734
1,329,706

3,049,988

3,030,391

100,643,074

91,770,314

100,215,315
427,759

91,340,582
429,732

100,643,074

91,770,314

Represented by:
3

Liability for accrued benefits
Members' funds
Reserves
Liability for accrued benefits

The above statement of financial position should be read in conjunction with the accompanying notes.
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AustralianSuper
Operating statement
For the year ended 30 June 2016
Note
Investment income
Dividends and distributions
Interest
Other investment income
Changes in net market value of investments
Master custodian and investment manager fees
Direct investment expenses

6

Contributions revenue
Employer
Member
Transfers from other superannuation funds - accumulation
Transfers from other superannuation funds - pension

Revenue - other
Insurance claims receipts
Sundry income

Total revenue
Insurance expense
Expenses
Trustee services fee
Other expenses
Superannuation contributions surcharge

11

Total expenses

7

Benefits accrued as a result of operations

2015
$'000

3,404,551
907,550
48,327
155,712
(323,890)
(94,669)
4,097,581

3,256,255
700,560
39,543
5,041,608
(231,559)
(67,770)
8,738,637

6,523,785
1,485,572
3,852,921
1,194,620
13,056,898

6,214,688
1,617,874
3,689,684
1,421,741
12,943,987

299,851
85,785
385,636

250,031
118,157
368,188

17,540,115

22,050,812

(637,305)

(721,164)

(261,358)
(1,086)
(33)

(230,663)
(1,556)
(6)

(899,782)

(953,389)

16,640,333

Benefits accrued as a result of operations before income tax
Less income tax expense

2016
$'000

(917,544)
15,722,789

The above operating statement should be read in conjunction with the accompanying notes.
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21,097,423
(1,219,380)
19,878,043

AustralianSuper
Statement of cash flows
For the year ended 30 June 2016
Note
Cash flows from operating activities
Contributions and transfers received
Investment earnings received
Insurance claims received
Other income received
Insurance premiums paid
Trustee service fee paid
Investment expenses paid
Surcharge paid
Other expenses paid
Benefits paid
Income tax paid
Net cash flow from operating activities

8(a)

Cash flows from investing activities
Proceeds from the sale of investments
Payments for the purchase of investments
Cash flows from investing activities

2016
$'000

2015
$'000

13,057,905
4,345,348
309,165
85,785
(648,223)
(257,011)
(411,186)
(26)
(1,086)
(6,861,718)
(875,934)
8,743,019

12,943,712
3,951,260
250,031
117,720
(770,040)
(252,293)
(303,823)
(16)
(1,556)
(6,407,160)
(873,032)
8,654,803

92,097,552
(99,822,145)
(7,724,593)

73,338,733
(81,044,836)
(7,706,103)

Net increase / (decrease) in cash and cash equivalents held

1,018,426

948,700

Cash and cash equivalents at the beginning of the financial year

5,324,070

4,375,370

6,342,496

5,324,070

Cash and cash equivalents at the end of the financial year

8(b)

The above statement of cash flows should be read in conjunction with the accompanying notes.
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AustralianSuper
Notes to the financial statements
30 June 2016
1

General information

AustralianSuper (the “Fund”) is a superannuation fund domiciled in Australia. The Fund is constituted
by a Trust Deed dated 13 December 1985, as amended, that established the Fund with effect from 1
August 1985 and provides retirement and insurance benefits, including pensions, to its members.
The trustee of the Fund is AustralianSuper Pty Ltd (the “Trustee”). The registered office of the Trustee
is level 33, 50 Lonsdale Street, Melbourne, Victoria.
The financial statements were approved by the Board of Directors of the Trustee on 15 September
2016.
2

Summary of significant accounting policies

(a)

Basis of preparation and statement of compliance

The financial statements are general purpose financial statements which have been prepared in
accordance with Australian Accounting Standard AAS 25, other applicable Accounting Standards, and
the provisions of the Trust Deed and the requirements of the Superannuation Industry (Supervision)
Act 1993 and Regulations. The principal accounting policies applied in the preparation of these
financial statements are set out below. Unless otherwise stated, these policies are consistent with
those applied in the previous year.
The financial statements are presented in Australian Dollars which is the functional currency of the
Fund.
All values are rounded to the nearest $'000 except where otherwise indicated.
International Financial Reporting Standards (“IFRS”) form the basis of Australian Accounting
Standards adopted by the Australian Accounting Standards Board. Certain requirements of AAS 25
however differ from the equivalent requirements that would be applied under IFRS. Therefore the
financial statements will not comply with all IFRS requirements.
The financial statements have been prepared on a net market value basis, being the amount which
could be expected to be received from the disposal of an asset in an orderly market less disposal
costs. Net market value is considered a reasonable approximation of fair value.
(b)

Significant accounting judgements, estimates and assumptions

The preparation of the financial statements requires the making of some estimates and assumptions
that affect the recognised amounts of assets, liabilities, revenues and expenses and the disclosure of
contingent liabilities. Actual results may differ from those estimates.
Estimates are continually evaluated and any revisions are recognised in the period in which they
occur. Estimates are based on historical experience and other factors including expectations of future
events that are believed to be reasonable under the circumstances.
The key estimates and assumptions that have the most significant effect on the amounts recognised in
the financial statements are described in the following notes:


(c)

Note 2(j) and Note 3 accrued benefits
Note 2(d) (iii) non-market quoted investments.
Cash and cash equivalents

Cash and cash equivalents includes cash at bank, deposits held at call with financial institutions and
other short term, highly liquid investments that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.
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AustralianSuper
Notes to the financial statements
30 June 2016
2

Summary of significant accounting policies (continued)

(d)

Investments

Investments of the Fund are initially recognised at cost, being the fair value of the consideration given.
After initial recognition, investments of the Fund are recorded at net market value and changes in the
net market value are recognised in the operating statement in the year they occur. Net market values
have been determined as follows:
(i)

Market quoted investments
Net market value of an investment for which there is a readily available market quotation is
determined as the last quoted sale price as at the close of business on reporting date.

(ii)

Units in unlisted trusts
Units in unlisted trusts, which includes investments in limited liability companies, are valued at
the redemption price at reporting date. For investments in externally managed trusts the value
is based on prices quoted by the investment managers. For internally managed companies
and trusts the value is based on the net market value of the underlying investments.

(iii)

Non-market quoted investments
Investments for which market quotations are not readily available are valued by the Trustee
based on independent valuations received for the reporting date.
The independent valuations of non-market quoted investments primarily project future cash
flows and then discount those cash flows back to their present value using a post-tax, risk
adjusted discount rate. Discount rates used are developed on an individual unlisted security
basis as determined by the independent valuer. The discount rate takes into account the risk
of comparable companies. The independent valuations also consider recent arm’s length
transactions and current market value of other instruments substantially the same, where
available.

Further information on the valuation method used for investments is included in note 9.
Estimated costs of realisation have been deducted in determining net market value.
(e)

Derivatives

All derivatives are measured at net market value at the reporting date using quoted prices where
possible or a valuation technique that provides a reliable estimate of prices obtained in actual market
transactions. Changes in the net market value are recognised in the operating statement in the year
they occur.
Financial assets and liabilities, including derivatives, are offset and the net amount reported in the
balance sheet when there is a legally enforceable right to offset the recognised amounts and there is
an intention to settle transactions on a net basis, or realise the asset and settle the liability
simultaneously.
(f)

Receivables

Receivables include amounts for dividends, interest and trust distributions. Dividends and trust
distributions are accrued when the right to receive payment is established. Interest is accrued at the
end of each reporting period from the time of last payment.
(g)

Receivables/payables for securities sold/purchased

Receivables for securities sold and payables for securities purchased represent trades that have been
contracted for but not yet delivered by the end of the year. Trades are recorded on trade date, and
normally settled within three business days.
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AustralianSuper
Notes to the financial statements
30 June 2016
2

Summary of significant accounting policies (continued)

(h)

Foreign currency

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from the translations at year end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the operating statement in
the line changes in net market value.
(i)

Benefits payable

Benefits payable comprises entitlements of members who have exited the Fund prior to year end, but
have not been paid by that date and unclaimed benefits.
(j)

Liability for accrued benefits

The liability for accrued benefits is the Fund's present obligation to pay benefits to members and
beneficiaries as well as the Fund’s reserves. It is measured as the difference between the carrying
amount of the assets and liabilities as at reporting date.
(k)

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Fund
and the revenue can be reliably measured. The following specific recognition criteria must also be met
before revenue is recognised:
(i)

Changes in net market value
Changes in the net market value of investments are calculated as the difference between the
net market value at year end or consideration received (if sold during the year) and the net
market value at the prior year end or cost (if the investment was acquired during the year).

(ii)

Contributions and transfers in
Contributions and transfers in from other superannuation funds are recognised when control of
the asset has transferred to the Fund and are recognised gross of any taxes.

(iii)

Interest
Interest income is recognised in the operating statement as it accrues, using the original
effective interest rate of the instrument calculated at the acquisition or origination date. Interest
income includes the amortisation of any discount or premium, transaction costs or other
differences between the initial carrying amount of an interest bearing instrument and its
amount at maturity calculated on an effective interest rate basis.

(iv)

Dividends and distributions
Dividend and distribution income is recognised on the date the investments are quoted exdividend/distribution and if not received at reporting date, is reflected in the statement of
financial position as a receivable.

(l)

Investment expenses

Master custodian and investment manager fees and direct investment expenses represents costs
incurred directly by the Fund in managing the investment portfolio. They do not include fees incurred
within underlying investment vehicles.
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AustralianSuper
Notes to the financial statements
30 June 2016
2

Summary of significant accounting policies (continued)

(m)

Income tax

The Fund is a complying superannuation fund within the provisions of the Income Tax Assessment
Act. Accordingly, the concessional tax rate of 15% has been applied. The deferred tax balances are
measured at the tax rates enacted or substantively enacted at reporting date. Where a member does
not provide their tax file number (“TFN”) to the Fund, the Fund pays no-TFN contributions tax at a rate
of 31.5% which is in addition to the concessional tax rate of 15%.
Income tax expense in the operating statement for the year comprises current and deferred tax.
Current tax is the expected income tax payable on the taxable income for the year and any adjustment
to tax payable in respect of prior years.
Deferred income tax is provided for temporary differences between the carrying amount of assets and
liabilities for financial reporting purposes and the amount used for tax purposes. The amount of
deferred income tax provided is based on the expected manner of realisation of assets or settlement
of liabilities.
Deferred tax assets are recognised only to the extent that it is probable that future taxable profits will
be available against which the assets can be utilised. Deferred tax assets are reviewed at each
reporting date and reduced to the extent it is no longer probable that the related tax benefit will be
realised. The Fund applies a cap whereby the total deferred tax assets are capped at 2% of the
Fund’s net assets.
(n)

Goods and Services Tax (GST)

The GST incurred on the costs of various services provided to the Fund by third parties such as
custodial services, management fees and trustee fees have been passed onto the Fund. The Fund
qualifies for Reduced Input Tax Credits (RITC) at a rate of 55% or 75%; hence custodial fees,
investment management fees and other expenses have been recognised in profit or loss net of GST
recoverable from the Australian Taxation Office (ATO). Payables are inclusive of GST. The net
amount of GST recoverable from the ATO is included in receivables in the statement of financial
position. Cash flows relating to GST are included in the statement of cash flows on a gross basis.
(o)

New accounting standards and interpretations

Certain new accounting standards and interpretations have been published that are not mandatory for
the 30 June 2016 reporting period and have not been early adopted by the Fund. The assessment of
the impact of these new standards (to the extent relevant to the Fund) is set out below:
AASB 9 Financial Instruments
AASB 9 Financial Instruments addresses the classification, measurement and derecognition of
financial assets and financial liabilities. It has now also introduced revised rules around hedge
accounting. The standard is not applicable until 1 January 2018 but is available for early adoption.
The Fund does not expect this to have a significant impact on the recognition and measurement of the
Fund’s financial instruments as they are carried at net market value through the operating statement.
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Notes to the financial statements
30 June 2016
2

Summary of significant accounting policies (continued)

(o)

New accounting standards and interpretations (continued)

AASB 1056 Superannuation Entities
AASB 1056 Superannuation Entities replaces AAS 25 Financial Reporting by Superannuation Plans.
The objective of AASB 1056 is to provide greater transparency and consistency in reporting by
superannuation entities to other entities applying Australian Accounting Standards. The standard is
effective from 1 July 2016, however is available for early adoption. The adoption of AASB 1056 will
have significant impacts to the composition of the primary financial statements and the disclosures
within the notes to the financial statements. Under AASB 1056, the following primary financial
statements will be required: statement of financial position, income statement, statement of changes in
reserves, statement of cash flows and statement of changes in members’ benefits.
In relation to measurement of amounts within the financial statements, the adoption of AASB 1056 will
require the assets and liabilities of the Fund (excluding member liabilities and tax assets and liabilities)
to be recorded at “fair value” as compared to “net market value” as required under AAS 25. The key
difference between fair value and net market value is disposal costs. Fair value less disposal costs
equals net market value. The Fund does not expect this to have a significant impact on the figures
within the Fund’s financial statements; however impact to disclosures will be significant.
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30 June 2016
3

Liability for accrued benefits
2016
$'000

2015
$'000

Opening balance

91,770,314

78,275,860

Benefits accrued as a result of operations
Benefits paid and payable - accumulation
Benefits paid and payable - pension

15,722,789
(5,053,282)
(1,796,747)

19,878,043
(4,758,298)
(1,625,291)

Closing balance

100,643,074

91,770,314

Liability for accrued benefits - Members' funds
Opening balance

91,340,582

77,991,007

Contributions
Interest allocated to members' accounts
Insurance proceeds

13,056,898
4,098,299
299,851

12,943,987
8,265,981
250,031

Insurance expense
Superannuation contributions surcharge
Account keeping fees deducted from members' accounts
Income tax expense
Benefits paid and payable - accumulation
Benefits paid and payable - pension

(637,305)
(33)
(194,057)
(898,891)
(5,053,282)
(1,796,747)

(721,164)
(6)
(183,227)
(822,438)
(4,758,298)
(1,625,291)

Closing balance
Represented by:
Liability for accrued benefits - accumulation
Liability for accrued benefits - pension
Liability for accrued benefits - Reserves
Opening balance
Net investment earnings
Sundry income
Account keeping fees deducted from members' accounts
Interest allocated to members' accounts
General expenses
Income tax expense
Closing balance

100,215,315

91,340,582

88,166,043
12,049,272
100,215,315

81,367,408
9,973,174
91,340,582

429,732

284,853

4,097,581
85,785
194,057

8,738,637
118,157
183,227

(4,098,299)
(262,444)
(18,653)

(8,265,981)
(232,219)
(396,942)

427,759
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AustralianSuper
Notes to the financial statements
30 June 2016
3

Liability for accrued benefits (continued)

(a)

Reserves

Reserves are made up of the following balances:
2016
$'000
245,113
64,127
28,102
90,417
427,759

Operational Risk Financial Reserve
Administration Reserve
Investment Reserve
Insurance Reserve

2015
$'000
216,303
87,711
94,085
31,633
429,732

The reserves are used for the following purposes:








(b)

Operational Risk Financial Reserve: This reserve is operated in accordance with an
Operational Risk Financial Reserve Policy that is reviewed annually. The purpose of the
reserve is to provide funding for incidents where material losses may arise from operational
risks (as opposed to investment risks). The level of the reserve is determined by the Board
annually based on an assessment of the risks faced by the Fund and the requirements of
APRA Prudential Standard SPS 114.
Administration Reserve: This reserve is utilised to fund the operations of the Trustee office,
partially funds increases that may be required to the Operational Risk Financial Reserve,
enhance member services, extend the product range of the Fund and fund changes to
achieve operational efficiencies.
Investment Reserve: The Fund maintains an investment reserve used for the purpose of
accumulating net investment income prior to it being allocated to members’ accounts. Due to
the timing of inputs to the calculation of amounts to be credited to members’ accounts, there
may be from time to time be timing differences which are recognised in the Investment
Reserve.
Insurance Reserve: This reserve is operated in accordance with the Insurance Reserve
Policy. The purpose of the reserve is to cover timing differences between the charging of
insurance expense to members’ accounts and premiums becoming due to the insurer under
the insurance contracts.
Members’ funds

The Fund has accumulation members (which includes members within defined benefit sub-plans) and
pension members.
(c)

Defined benefit

The Fund includes 2 (2015: 10) defined benefit sub-plans. The calculation of the actuarial value of
accrued benefits for the sub-plan members was performed by the respective actuaries as part of a
comprehensive actuarial review. Actuarial reviews are generally conducted every three years.

E f f e c t iv e da t e o f
la s t a c t ua ria l
re v ie w
( 'V a lua t io n
D a t e ')
P la n
A nglican P lan (P ensio ners)
IB M A ustralia Sectio n

30/6/2015
30/6/2015

N et assets fo r
de f ine d be ne f it
m e m be r a t
V a lua t io n D a t e
$ '0 0 0
646
108,275
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A c t ua ria l V a lue
A c t ua ry's
o f A c c rue d V e s t e d be ne f it s o pinio n a s t o t he
f o r de f ine d
be ne f it s f o r
F ina nc ia l
de f ine d be ne f it be ne f it m e m be rs C o ndit io n o f t he
a t V a lua t io n
m e m be rs a t
s ub- pla n a t
D ate
V a lua t io n D a t e
V a lua t io n D a t e
$ '0 0 0
$ '0 0 0
481
102,358

531
85,663

Satisfacto ry
Satisfacto ry

AustralianSuper
Notes to the financial statements
30 June 2016
3

Liability for accrued benefits (continued)

(c)

Defined benefit (continued)

A summary of the financial condition of the sub-plans prepared by the actuary is available upon
request.
The actuarial value of accrued benefits (as opposed to the liability of accrued benefits) of defined
benefit members reflect an actuarial assessment of benefits accrued up to the date of calculation and
payable to members on retirement, resignation, death or disablement. The level of these benefits is
part of the regular actuarial assessment of the financing position of each defined benefit sub-plan.
That assessment may result in an employer being required to make additional contributions to its subplan. Each sub-plan is quarantined from the others and the other assets of the Fund. In the event that
the assets of a particular sub-plan are not adequate to provide for members' benefits and if employer
contributions are not sufficient, the accrued liability is limited to the assets of the particular sub-plan.
Except as described below, the actuary’s opinion as to whether the sub-plan is in a satisfactory or
unsatisfactory position is determined with reference to the vested benefits and net asset values.
For the Anglican Pension Plan, the vested benefits are calculated by the plan actuary based on a
“high probability” (or conservative) set of assumptions as required by superannuation legislation. The
vested benefit calculation therefore produces a higher liability than the actuarial value of accrued
benefits shown above which is based on a best estimate set of assumptions.
The Trustee has a number of steps in place to manage the risks associated with the defined benefit
sub-plans. The Trustee has appointed an external consulting actuary to advise on these risks,
including establishing suitable funding objectives. The Trustee's policy on funding objectives is
communicated to all actuaries of defined benefit sub-plans within AustralianSuper.
Each sub-plan actuary conducts regular (at least every three years, or more frequently as required)
actuarial investigations of the sub-plans at the Trustee's request. The investigations are required to be
completed within 9 months of the effective date. Taking into account the Trustee's policy on funding
objectives and the sub-plan's circumstances, the sub-plan actuary recommends the employers'
required contribution levels. The main assumptions used to determine the actuarial value of the
accrued benefits for each defined benefit sub-plan relate to future investment returns and salary
increases. These assumptions are available to sub-plan members on request.
The Fund’s consulting actuary reports to management each quarter on the status of the defined
benefit sub-plans. These reports highlight the risk that each sub-plan may enter into an unsatisfactory
financial position. Where a sub-plan is in, or is likely to enter into, an unsatisfactory financial position,
the report sets out any remedial actions and agreed rectification programs with the respective
employer. Information is reported to the Audit, Compliance and Risk Management Committee each 6
months or on an as needs basis.
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4

Vested benefits

Vested benefits are benefits which are not conditional upon continued membership of the Fund (or any
factor other than resignation from the Fund) and include benefits which members were entitled to
receive had they terminated their membership at reporting date, subject to preservation requirements.
2016
$'000
Vested benefits - accumulation
Vested benefits - pension

5

88,166,043
12,049,272
100,215,315

2015
$'000
81,367,408
9,973,174
91,340,582

Guaranteed benefits

No guarantees have been made in respect of any part of the liability for accrued benefits.

6

Changes in net market value of investment assets

Investments held at balance date
Cash and cash equivalents
Listed equity securities
Fixed interest securities
Unlisted unit trusts
Unlisted equity securities
Derivatives
Investments realised during the year
Cash and cash equivalents
Listed equity securities
Fixed interest securities
Unlisted unit trusts
Unlisted equity securities
Derivatives

Total changes in net market value

7

Income tax

(a)

Income tax expense

Current tax expense
Current year tax
Adjustment for prior periods
Deferred tax expense
Movement in temporary differences
Total income tax expense

2016
$'000

2015
$'000

(20,325)
(561,966)
245,540
450,655
14,864
802,879
931,647

33,320
4,197,970
910,678
891,823
36,320
(863,492)
5,206,619

68,196
(9,643)
(44,527)
52,565
(842,526)
(775,935)

261,278
737,888
53,659
164,554
10,235
(1,392,625)
(165,011)

155,712

5,041,608

2016
$'000

2015
$'000

871,160
(26,964)
844,196

677,191
(12,828)
664,363

73,348
917,544

14

555,017
1,219,380

AustralianSuper
Notes to the financial statements
30 June 2016
7

Income tax (continued)

(b)
Reconciliation between tax expense and benefits accrued as a result of operations
before tax
2016
$'000
Benefits accrued as a result of operations
Income tax at the complying superannuation fund tax rate of 15%
Adjusted for tax effect of the following items:
Superannuation contributions surcharge
No-TFN contributions tax

16,640,333

21,097,423

2,496,050

3,164,613

5
226

Non assessable insurance receipts
Non taxable contributions
Non assessable investment income
Transfers from other funds not subject to tax
Non assessable anti-detriment
Net imputation and withholding tax credits
Under/ (over) provision in prior year
Other

2015
$'000

(44,978)
(199,736)
(184,017)
(746,933)
(16,941)
(360,034)
(26,964)
866

1
(13,756)
(37,505)
(224,700)
(517,835)
(754,908)
(16,026)
(371,486)
(12,828)
3,810

Income tax expense on benefits accrued as a result of operations

917,544

1,219,380

Total income tax expense is apportioned between Members' funds and
Reserves as follows:
Members' funds
Reserves

898,891
18,653

822,438
396,942

Total income tax expense

917,544

1,219,380

(c)

Deferred tax asset and liability
2016
$'000

2015
$'000

Deferred tax asset
Accounts payable

12,441

14,131

Deferred tax asset

12,441

14,131

Deferred tax liability
Unrealised gains in investments subject to tax

1,401,364

1,329,706

Deferred tax liability

1,401,364

1,329,706

15
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Reconciliation to the statement of cash flows

(a)
Reconciliation of benefits accrued after income tax as a result of operations to net cash
provided by operating activities
2016
$'000

2015
$'000

Benefits accrued as a result of operations

15,722,789

19,878,043

Benefits paid
Change in net market value of investments
Decrease/(increase) in receivables
Decrease/(increase) in current tax assets
Decrease/(increase) in deferred tax assets
Increase/(decrease) in payables
Increase/(decrease) in current tax liabilities
Increase/(decrease) in deferred tax liability

(6,861,718)
(155,712)
(8,241)
(14,005)
1,690
4,292
(17,734)
71,658

(6,407,160)
(5,041,608)
(37,228)
10,052
(83,592)
(208,670)
544,966

Net cash flow from operating activities

8,743,019

8,654,803

(b)

Reconciliation of cash

Cash and cash equivalents at the end of the financial year as shown in the statement of cash flows
consists of:
2016
$'000
Cash and cash equivalents

9

Financial risk management

(a)

Overview

6,342,496

2015
$'000
5,324,070

The Fund’s activities expose it to a variety of financial risks: market risk (including currency risk,
interest rate risk and price risk), credit risk and liquidity risk.
The Board of Directors has overall responsibility for the establishment and oversight of the Fund’s
Risk Management Framework including the Risk Appetite Statement, which includes the financial risks
of the Fund. The financial risks, and in particular the risks associated with investments, are managed
by the Board of Directors through approving the strategic asset allocation objectives and investment
ranges for each investment plan. It ensures effective systems are in place to facilitate the monitoring
and management of risks to which the Fund is exposed.
The Board has delegated certain powers to the Investment Committee. The Investment Committee
oversees the Fund’s investment program including setting ranges for the management of the portfolio
mix for each investment option, approving asset class strategies and reviewing the performance of
each investment option.
The Investment Committee is responsible for overseeing the investment governance framework,
including policies, procedures, systems and methodologies. In carrying out these responsibilities the
Investment Committee receives an appropriate level of reporting from management and external
advisers.
The nature and extent of the financial instruments employed by the Fund are discussed below.
Financial instruments include the investments of the Fund. This note presents information about the
Fund’s exposure to each of the above risks, the Fund’s objectives, policies and processes for
measuring and managing risks.
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Financial risk management (continued)

(b)

Market risk

Market risk is the risk that fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices. Market risk comprises three types of risk: currency risk, interest rate risk
and price risk.
Currency risk
Currency risk arises as the value of monetary securities denominated in other currencies will fluctuate
due to changes in exchange rates. The currency risk relating to non-monetary assets and liabilities is
a component of price risk not currency risk.
The Fund is exposed to currency risk on financial instruments that are denominated in a currency
other than the functional currency (Australian dollars) of the Fund. The Fund’s investment strategy for
each investment option specifies the target level of currency exposure. Derivatives and currency
overlays are utilised to manage the level of currency exposure which is reviewed on a regular basis
and reported to the Investment Committee.
In prior years the currency risk relating to non-monetary financial instruments, i.e. equities and units in
trusts, have been treated as a component of both currency risk and price risk. The disclosure,
including comparative, has been updated to show currency risk relating to non-monetary financial
instruments as a component of price risk only as this provides more relevant information.
The Fund’s exposure to foreign currencies after derivative impact at the reporting date is summarised
in the table below.

USD
GBP
Euro
Other currencies

2016
$'000
1,101,774
252,121
(424,211)

2015
$'000
(522,694)
190,685
204,209

1,020,386
1,950,070

766,814
639,014

The last table on page 19 summarises the sensitivity of the Fund’s financial instruments to currency
risk.
Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Fund’s investments in bonds, fixed interest
securities, debt securities and cash are subject to interest rate risk.
Interest rate risk is managed by holding a diversified portfolio of instruments, including holding a
mixture of fixed and floating rate securities. Where appropriate the Fund may choose to use interest
rate derivatives to change the exposure to fixed or floating interest rates.
The Fund’s interest rate risk is monitored and managed on a regular basis by the Income Assets team
and the investment managers awarded mandates in these asset classes in accordance with the
investment guidelines set for them.
The Fund’s exposure to interest rate risk at the reporting date is summarised in the table below.
2016
2015
$'000
$'000
22,004,263
16,918,569
Fixed interest securities
6,342,496
5,324,070
Cash and cash equivalents
28,346,759
22,242,639
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Financial risk management (continued)

(b)

Market risk (continued)

The last table on page 19 summarises the sensitivity of the Fund’s assets to interest rate risk.
Price risk
Price risk is the risk that the fair value of a financial instrument will fluctuate because of changes in
market prices whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instruments traded in the market.
Where non-monetary financial instruments are denominated in currencies other than the Australian
dollar the price in the future will also fluctuate because of changes in foreign exchange rates.
The Fund manages price risk through diversification and careful selection of securities within the
strategic asset allocation for each investment option.
The strategic asset allocation for each investment option is the target mix of asset classes for the next
12 months and is set annually. The actual asset allocation of the Fund is continually monitored and
reported to the Investment Committee. Adjustments are made to the actual asset allocation based on
a range of factors. Before deciding to invest in an asset class or to change an allocation to an existing
asset class, thorough research is completed to identify the potential future growth and price risk of a
certain class having regard to the economic outlook for each asset class and a number of other factors
(such as current market prices).
The Fund manages price risk by a thorough due diligence process and careful selection of
investments and investment managers that receive a mandate to manage a portfolio of the Fund’s
assets. On an ongoing basis, investments and the investment managers are monitored by the different
asset class teams. The results of the monitoring are reported to the Investment Committee.
The Fund seeks to allocate members’ funds in the investment portfolio to sectors where management
believe the Fund can maximise the returns derived for the level of risk to which the Fund is exposed.
The table below is a summary of the sector concentrations within the listed equities portfolio.

Information technology
Financial services
Energy
Health care
Consumer staples
Industrials
Consumer discretionary
Utilities
Materials
Telecommunications

2016
Fund's equity
portfolio
(%)
13.2
25.6
3.6
11.8
10.5
9.2
12.4
1.9
8.2
3.6
100
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2015
Fund's equity
portfolio
(%)
12.1
27.4
4.5
9.9
9.9
9.6
11.8
1.5
9.3
4.0
100
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Financial risk management (continued)

(b)

Market risk (continued)

Summarised sensitivity analysis
The following tables summarise the sensitivity of the Fund’s benefits accrued as a result of operations
and net assets available to pay benefits to currency risk, interest rate risk and price risk. The
reasonably possible movements in the risk variables have been determined based on the Trustee’s
best estimate, having regard to a number of factors, including historical levels of changes in interest
rates and foreign exchange rates, historical correlation of the Fund’s investments with the relevant
benchmark and market volatility. However, actual movements in the risk variables may be greater or
less than anticipated due to a number of factors, including unusually large market shocks resulting
from changes in the performance of and/or correlation between the performances of the economies,
markets and securities in which the Fund invests. As a result, historical variations in risk variables
should not be used to predict future variations in the risk variables.
Currency risk

USD
GBP
Euro
Other currencies

Interest rate risk

Price risk

(c)

2016
$'000
-10%
(110,177)
(25,212)
42,421
(102,039)
(195,007)

2016
$'000
+10%
110,177
25,212
(42,421)
102,039
195,007

2015
$'000
-10%
52,269
(19,068)
(20,421)
(76,681)
(63,901)

2015
$'000
+10%
(52,269)
19,068
20,421
76,681
63,901

2016
$'000
-1%
283,468

2016
$'000
+3%
(850,403)

2015
$'000
-1%
222,426

2015
$'000
+3%
(667,279)

2016
$'000
-10%
(7,344,718)

2016
$'000
+10%
7,344,718

2015
$'000
-10%
(7,181,121)

2015
$'000
+10%
7,181,121

Credit risk

Credit risk is the risk that a counterparty will be unable to pay amounts in full when they fall due
causing a financial loss to the Fund. The main concentration of credit risk to which the Fund is
exposed arises from the Fund’s investment in debt securities. The Fund is also exposed to
counterparty credit risk on derivative financial instruments, cash and other receivables.
Credit risk arising from investments is managed by extensive due diligence undertaken by the Fund
prior to the appointment of investment managers or the selection of investments via internal
management, as well as ongoing monitoring of the investment portfolio by the investment team.
In addition, for cash and derivative investments, the Fund manages credit risk by dealing with highly
rated counterparties and where appropriate, ensuring collateral is maintained.
Credit risk associated with receivables is considered low as this is mainly comprised of dividends,
distributions and interest receivable on investments.
The carrying amount, as shown on the statement of financial position, of the Fund’s financial assets
best represents the maximum credit risk exposure at the reporting date.
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Financial risk management (continued)

(c)

Credit risk (continued)

Derivatives
Derivatives are financial products, the value of which is derived from the value of, or change in value
of, an underlying asset. The Fund permits (within the limitations prescribed in the respective
investment mandate) that internal and external investment managers may utilise derivatives such as
futures contracts, interest rate and currency swaps and forward foreign exchange contracts to gain
access to, and allow flexibility in, the financial markets in order to manage and structure the Fund’s
investment portfolio in line with the Fund’s investment strategy.
The investment management agreements prohibit derivatives to be used in a speculative manner.
Derivatives – master netting or similar arrangements
The Fund enters into derivative transactions under International Swaps and Derivatives Association
(ISDA) master netting arrangements. In general, under such arrangements the amounts owed by each
counterparty on a single day in respect of all transactions outstanding in the same currency are
aggregated into a single net amount that is payable by one party to the other. In certain circumstances
– e.g. when a credit event such as a default occurs, all outstanding transactions under the agreement
are terminated, the termination value is assessed and only a single net amount is payable in
settlement of all transactions.
The ISDA agreements do not meet the criteria for offsetting in the statement of financial position. This
is because the Fund does not have any legally enforceable right to offset recognised amounts,
because the right to offset is enforceable only on the occurrence of future events such as default on
the bank loans or other credit events.
The following table sets out the carrying amounts of recognised financial instruments that are subject
to the above agreements.
Financial instruments
Related financial
in the statement of instruments that are
financial position
not offset
$'000
$'000

Collateral Net amount
$'000
$'000

2016
Financial assets - derivatives
Financial liabilities - derivatives

1,356,501
(1,050,837)

(409,114)
409,114

(37,455)
208,525

909,932
(433,198)

2015
Financial assets - derivatives
Financial liabilities - derivatives

260,971
(923,558)

(135,367)
135,367

(84,114)
166,933

41,490
(621,258)
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Financial risk management (continued)

(c)

Credit risk (continued)

Securities lending
The Fund has entered into securities lending arrangements under which legal title to certain assets of
the Fund have been transferred to another entity, notwithstanding the fact that the risks and benefits of
ownership of the assets remain with the Fund.
The assets transferred to other entities under securities lending arrangements include Australian and
International equities and fixed interest securities that are held by the Fund’s Custodian. The risks
and rewards of ownership to which the Fund remains exposed are currency risk, interest rate risk,
credit risk and price risk.
The carrying amount of assets on loan at reporting date was $7,578,478,000 (2015: $3,664,761,000).
The terms and conditions associated with the use of collateral held as security in relation to the assets
lent are governed by Securities Lending Agreements that requires the borrower to provide the lender
with collateral to the value equal to or greater than the loaned securities.
The collateral held at reporting date as security consisted of cash, equity and fixed interest securities
with a fair value of $7,994,687,000 (2015: $3,890,165,000). No collateral has been sold or repledged
during the year.
(d)

Liquidity risk

Liquidity risk is the risk the Fund may not be able to generate sufficient cash resources to settle its
obligations in full as and when they fall due or can only do so on terms that are materially
disadvantageous. The Fund’s Trust Deed and Product Disclosure Statement provide for the daily
withdrawal of benefits and switching of members’ funds. The Fund is therefore exposed to the liquidity
risk of meeting members’ withdrawals at any time and switching of members’ balances to a different
investment choice option.
The Fund’s financial instruments include unlisted investments that are not traded in organised public
markets and may be illiquid. As a result the Fund may not be able to liquidate quickly some of its
investments at an amount close to fair value in order to meet its liquidity requirements. As the value of
these investments is monitored to comply with the asset allocation stipulated in the Fund’s Investment
Strategy this risk is considered minimal.
The Fund’s listed securities are considered to be readily realisable as they are all listed on recognised
stock exchanges around the world.
The Fund’s liquidity risk is managed on a daily basis in accordance with the Fund’s Liquidity
Management Plan and Investment Strategy. Stress testing and scenario analysis are completed on a
regular basis. The Fund’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Fund’s reputation. The
Fund’s overall liquidity risks are monitored by the Fund’s Investment Committee.
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Financial risk management (continued)

(d)

Liquidity risk (continued)

The contractual maturity of financial liabilities is set out below.
2016
Vested benefits
Accounts payable
Payables for securities
purchased
Derivative liabilities

Carrying Contractual Less than 1
amount cash flows
month
$'000
$'000
$'000
100,215,315 100,215,315 100,215,315
152,200
152,200
152,200

Vested benefits
Accounts payable
Payables for securities
purchased
Derivative liabilities

3 months Greater than
to 1 year
1 year
$'000
$'000
-

445,587

445,587

445,587

-

-

-

1,050,837

1,050,837

189,100

294,942

305,114

261,681

101,863,939 101,863,939 101,002,202

294,942

305,114

261,681

Carrying
amount

2015

1 to 3
months
$'000
-

Contractual Less than 1
cash flows
month
$'000
91,340,582
147,908

1 to 3
months

3 months Greater than
to 1 year
1 year

$'000
91,340,582
147,908

$'000
91,340,582
147,908

$'000
-

$'000
-

$'000
-

611,485

611,485

611,485

-

-

-

923,558
93,023,533

923,558
93,023,533

138,887
92,238,862

140,859
140,859

195,441
195,441

448,371
448,371

Vested benefits have been included in the “Less than 1 month” column above as this is the amount
that members could call upon as at year end.

(f)

Classification of financial instruments under the fair value hierarchy

The table below analyses financial instruments carried at fair value by valuation methodology. The
different levels have been defined as follows:




Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities and
includes market quoted investments
Level 2: inputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices)
Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs) which includes non-market quoted investments.

The level in which instruments are classified in the hierarchy is based on the lowest level input that is
significant to the net market value measurement in its entirety. Assessment of the significance of an
input requires judgement after considering factors specific to the instrument.
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Financial risk management (continued)

(f)

Classification of financial instruments under the fair value hierarchy (continued)

Fair value hierarchy
2016
Listed equity securities
Fixed interest securities
Unlisted unit trusts
Unlisted equity securities
Derivative assets
Derivative liabilities

2015
Listed equity securities
Fixed interest securities
Unlisted unit trusts
Unlisted equity securities
Derivative assets
Derivative liabilities

Level 1
$'000
48,603,933
4,161,969
-

Level 2
$'000
15,931
17,227,367
2,722,324

Level 3
$'000
14,119
614,927
21,541,630

Total
$'000
48,633,983
22,004,263
24,263,954

108,808
(196,218)
52,678,492

1,247,693
(854,619)
20,358,696

549,247
22,719,923

549,247
1,356,501
(1,050,837)
95,757,111

Level 1
$'000
49,569,579
4,173,223
39,602
(44,145)
53,738,259

Level 2
$'000
28,060
11,839,964
2,698,809
221,369
(879,413)
13,908,789

Level 3
$'000
19,074
905,362
18,963,601
532,091
20,420,128

Total
$'000
49,616,713
16,918,549
21,662,410
532,091
260,971
(923,558)
88,067,176

The Fund’s policy is to recognise transfers into and transfers out of the fair value hierarchy as at the
end of the reporting period.
The following table presents the transfers between levels.

2016
Listed equity securities
Fixed interest securities
Unlisted unit trusts

2015
Listed equity securities
Fixed interest securities
Unlisted unit trusts

Level 1
$'000
12,675
1,063,834
1,076,509

Level 2
$'000
(2,083)
(800,094)
(802,177)

Level 3
$'000
(10,592)
(263,740)
(274,332)

Total
$'000
-

Level 1
$'000
6,648
6,648

Level 2
$'000
(307,497)
(228,295)
(535,792)

Level 3
$'000
(6,648)
307,497
228,295
529,144

Total
$'000
-

The main movement of securities between levels involved Fixed interest securities that were
transferred from Level 2 to Level 1 as a result of regular over the counter trading that had not
previously occurred. A small number of Fixed interest securities were moved from Level 3 to Level 2
where regular and frequent price updates became available.
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(g)

Level 3 financial instruments transactions

The following table shows a reconciliation of the movement in the fair value of financial instruments
categorised within Level 3 between the beginning and the end of the reporting period.
2016

Opening balance
Gains or losses recognised
in profit or loss
Applications
Redemptions
Transfers into level 3
Transfers out of level 3

Unrealised gains
recognised in profit or loss
2015

Opening balance
Gains or losses recognised
in profit or loss
Applications
Redemptions
Transfers into level 3
Transfers out of level 3
Total
Unrealised gains
recognised in profit or loss

Listed
equity
securities
$'000
19,074

Fixed
interest
securities
$'000
905,362

Unlisted
unit
trusts
$'000
18,963,601

Unlisted
equity
securities
$'000
532,091

(13,567)
20,428
(1,225)
3,383
(13,974)
14,119

(175)
174,869
(201,389)
18,977
(282,717)
614,927

816,300
3,435,701
(1,673,972)
21,541,630

14,885
14,271
(12,000)
549,247

(12,634)

(797)

608,470

14,885

Listed
equity
securities
$'000
16,501

Fixed
interest
securities
$'000
110,603

Unlisted
unit
trusts
$'000
14,846,887

Unlisted
equity
securities
$'000
515,854

2,158
9,310
(2,247)
5,602
(12,250)
19,074

7,793
573,478
(94,009)
356,175
(48,678)
905,362

1,113,245
5,381,975
(2,606,801)
228,295
18,963,601

46,555
11,292
(41,610)
532,091

3,264

1,756

903,976

36,320

Total
$'000
20,420,128
817,443
3,645,269
(1,888,586)
22,360
(296,691)
22,719,923

609,924

Total
$'000
15,489,845
1,169,751
5,976,055
(2,744,667)
590,072
(60,928)
20,420,128

945,316

Valuation technique and significant unobservable inputs
The following summarises the quantitative information regarding significant unobservable inputs used
in level 3 fair value measurement for investments which are held directly.
The investments are valued using a number of individual pricing benchmarks such as the prices of
recent transactions in the same or similar entities, discounted cash flow analysis, and comparison with
the earnings multiples of comparative companies. Full valuations are performed at least annually, with
the positions reviewed periodically for material events that might impact upon fair value. The valuation
of unquoted equity instruments is subjective by nature. However, the relevant methodologies are
commonly applied by other market participants and have been consistently applied over time.
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(g)

Level 3 financial instruments transactions (continued)

Unobservable inputs include earnings estimates, multiples of comparative companies, marketability
discounts and discount rates. For the year ended 30 June 2016, the range of cost of equity to discount
the net cash flows to equity is between 7% and 17% (2015: 9% and 16%).
The relevant valuation models are each sensitive to a number of key assumptions, such as projected
future earnings, comparator multiples, marketability discounts and discount rates.
Independent valuations are obtained for non-market quoted investments, on at least an annual basis.
Independent valuations are reviewed internally and the results presented to the Investment
Committee.

10

Directors and other key management personnel

(a)

Directors

Key management personnel include persons who were Directors of the Trustee at any time during the
financial year, and up to the date of this report, as follows:
Member nominated

Employer nominated

P. Bastian
B. Daley
S. McDine
D. Oliver
G. Pinnell

L. Di Bartolomeo
J. Ingram
H. Ridout
G. Willis
I. Willox (appointed 9 December 2014)

The following persons were Alternate Directors of the Trustee during the financial year and up to the
date of this report:
Member nominated

Employer nominated

N. Apple
P. Burn (appointed 23 February 2015)
M. Boyd (ceased 3 May 2016)
A. Flanagan (appointed 26 October 2015)
B. Crofts
R. Maddox (appointed 23 February 2015)
G. Stamas
L. O’Brien (ceased 12 January 2016)
F. Jordan (ceased 1 July 2016)
W. Kensett-Smith (appointed 22 February 2016)
M. O’Neil
The following persons were Directors or Alternate Directors during the prior financial year:
T. Poole (resigned 18 June 2015)
A. Terry (resigned 28 October 2014)
L. Carter (ceased 31 July 2014)
(b)

Other key management personnel

Members of the Committees of the Board who are not Directors or Alternate Directors of the Trustee
are considered key management personnel of the Fund. These Committee members are, P. Burn
(appointed Alternate Director on 23 February 2015), R. Maddox (appointed 15 July 2014 and
appointed Alternate Director on 23 February 2015), T. Poole (ceased on the Board on 18 June 2015,
ceased as Committee member on 23 September 2015), J. Craig (appointed 15 June 2016),
M. Nicolaides and S. Weston (appointed 19 May 2015).
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Directors and other key management personnel

(b)

Other key management personnel (continued)

The other key management personnel of the Fund are I. Silk, Chief Executive Officer, M. Delaney,
Deputy Chief Executive Officer and Chief Investment Officer, S. Blackmore, Group Executive Member
Experience and Advice, A. Cavanagh, Group Executive Corporate Services, J. Foley, Group
Executive Strategy, People and Performance, P. Schroder, Group Executive Membership,
G. Williams, Group Executive Engagement, Advocacy and Brand.
(c)

Remuneration of key management personnel

Key management personnel are paid by the Trustee.
2016
$'000
5,096
355
148
5,599

Short term benefits
Post employment benefits (superannuation)
Long term benefits (long service leave)

(d)

2015
$'000
4,635
347
152
5,134

Transactions with key management personnel

The following key management personnel were members of AustralianSuper during the reporting
period or up to the date of the financial statements (including comparative year): N. Apple, P. Bastian,
S. Blackmore, M. Boyd, P. Burn, A. Cavanagh, J. Craig, B. Crofts, B. Daley, M. Delaney,
L. Di Bartolomeo, A. Flanagan, J. Foley, S. McDine, M. Nicolaides, L. O’Brien, D. Oliver, M. O’Neil,
G. Pinnell, H. Ridout, P. Schroder, I. Silk, G. Stamas, A. Terry, G. Williams, G. Willis and I. Willox.
Their membership terms and conditions were the same as those applied to other members of the
Fund.

11

Related parties

(a)

Transactions with Trustee

The Trustee is owned by the Australian Industry Group and ACTU Super Shareholding Pty Ltd. ACTU
Super Shareholding Pty Ltd holds the shares on behalf of the Australian Council of Trade Unions and
participating unions.
Under the terms of the Trust Deed, the Trustee is entitled to receive trustee services fees, calculated
by reference to the costs incurred by the Trustee in running the Fund.
2016

2015

Trustee services fee paid and payable by the Fund to
the Trustee *

$344,978,000

$289,550,000

Amount payable by the Fund to the Trustee at the
end of the reporting period

$8,692,000

$3,772,000

Prepayment with the Trustee

$15,737,000

$9,599,000

* The portion of the trustee services fee that relates to investment activities is recognised in the direct
investment expenses on the operating statement.
The Trustee paid the Australian Industry Group $201,000 (2015: $192,000) and the Australian Council
of Trade Unions $225,000 (2015: $199,000) for advertising related opportunities and general
marketing for AustralianSuper.
All transactions were made on normal commercial terms, under normal conditions and at market rates.
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Related parties (continued)

(b)

Related party investments and transactions

At 30 June 2016 the Fund had:


A 32.9% (2015: 32.9%) shareholding in Industry Super Holdings Pty Ltd (ISH), valued at
$175,874,000 (2015: $144,067,000). ISH has a number of subsidiary companies, one of
which manages investments on behalf of the Fund. IFM Investors Pty Ltd (formerly Industry
Funds Management Pty Ltd) (IFM) manages a selection of infrastructure, Australian listed
equities, private equity, fixed interest and cash portfolios on behalf of the Fund.
IFM managed portfolios totalling $22,062,218,000 (2015: $21,722,286,000) on behalf of the
Fund and received $61,560,000 (2015: $49,785,000) in fees for the management of these
portfolios. These fees included fees paid to underlying investment managers for various
portfolios and management fees paid directly to IFM of $30,291,000 (2015: $27,159,000). The
income earned on the portfolios managed by IFM was $1,131,516,000 (2015: $985,968,000).
P. Burn and I. Silk are directors of Industry Super Australia Pty Ltd which is a subsidiary of
ISH.



A 34.3% (2015: 34.2%) shareholding in Members Equity Bank Limited (ME) valued at
$338,416,000 (2015: $342,273,000). ME holds cash and short term deposits on behalf of the
Fund and other institutional clients and provides low-cost home loans and banking products to
industry fund members. ME offers the Fund and other institutional investors the opportunity to
invest in its fixed interest vehicle, Super Loans Trust.
ME managed a portfolio on behalf of the Fund and received $320,000 (2015: $437,000) in
fees for the management of the portfolio. These fees included fees paid to an underlying
investment manager and management fees paid directly to ME of $220,000 (2015: $308,000).
The portfolio was valued at $124,119,000 (2015: $148,791,000) and the income earned was
$9,144,000 (2015: $11,849,000). The Fund also had $168,234,000 (2015: $85,312,000)
invested in cash and short term deposits with ME at year end. The income earned on this
portfolio was $3,864,000 (2015: $1,493,000).



A 15.4% (2015: 15.4%) shareholding in ISPT Pty Ltd, valued at $0 (2015: $0). ISPT manages
a range of unlisted property funds on behalf of the Fund and other institutional clients.
ISPT Pty Ltd in its capacity as trustee managed portfolios totalling $3,833,819,000 (2015:
$3,360,852,000) on behalf of the Fund and received $11,961,000 (2015: $12,935,000) in fees
for the management of these portfolios. These fees included fees paid to underlying
investment managers for various portfolios and management fees paid directly to ISPT Pty Ltd
of $10,990,000 (2015: $11,777,000). The income earned on this portfolio was $498,990,000
(2015: $374,987,000).
B. Daley and M. Delaney were directors of ISPT Pty Ltd during the year ended 30 June 2016.
N. Apple was an alternate director of ISPT Pty Ltd. B. Daley and M. Delaney were directors of
IGIPT Pty Ltd, a subsidiary of ISPT Pty Ltd, during the year ended 30 June 2016. N. Apple
was an alternate director of IGIPT Pty Ltd.
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Related parties (continued)

(b)

Related party investments and transactions (continued)


A 31.0% (2015: 31.0%) shareholding of ordinary shares valued at $1,333,000 (2015:
$1,095,000) in Frontier Advisors Pty Ltd. Frontier provides investment consulting services to
the Fund and other institutional clients. Frontier Advisors Pty Ltd received fees from
AustralianSuper for investment consulting services. These fees were $1,313,000 (2015:
$1,624,000).
L. Di Bartolomeo was appointed a director of Frontier Advisors Pty Ltd on 27 August 2015.



On 20 June 2016, the Trustee sold its shareholding of ordinary shares in The New Daily Pty
Ltd (valued at $0 at 30 June 2015). The New Daily Pty Ltd provides an online news
publication, The New Daily, which is made available to members.
During the year the Trustee contributed $40,000 (2015: $12,500) to The New Daily for
marketing purposes.
A. Terry was a director of The New Daily Pty Ltd until 28 October 2014. L. Di Bartolomeo was
appointed a director of The New Daily Pty Ltd on 30 April 2015. During the year, the Trustee
paid A. Terry $0 (2015: $7,825) and L. Di Bartolomeo $24,300 (2015: $4,043) for being
AustralianSuper’s nominee on the Board of The New Daily Pty Ltd.



On 19 December 2014, the Fund sold its 28.7% shareholding in Superpartners Pty Ltd for
$41,538,000. Superpartners provide member administration and custodial services to the
Fund and other institutional clients.

All transactions were made on normal commercial terms, under normal conditions and at market rates.
Transactions relating to dividends, investment income and subscription for new ordinary shares were
on the same terms and conditions that applied to other shareholders.
(c)

Other related party transactions

ISH has various other subsidiaries with which the Fund transacts. These non-investment transactions
that relate to financial planning, seminars and other member services totalled $7,451,000 (2015:
$8,165,000).
All transactions were made on normal commercial terms, under normal conditions and at market rates.
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Related parties (continued)

(d)

Controlled entities

The Fund has multiple investments which are controlled by it. However, the Fund has determined that
it is an investment entity under the definition in AASB 10 as it meets the following criteria:
a) the Fund has obtained funds from members for the purpose of providing them with investment
management services
b) the Fund’s business purpose, which it communicated directly to members, is investing solely
for returns from capital appreciation and investment income; and
c) the performance of investments made by the Fund are measured and evaluated on a fair
value basis.
The Fund also meets all of the typical characteristics of an investment entity.
As a consequence, the Fund does not consolidate these investments, but accounts for them at net
market value.
The entities controlled by the Fund have been set up for the purpose of holding investments that
generate capital appreciation and investment income; the investment strategies of the underlying
entities may include the use of leverage. The Fund purchases shares, units or bonds from the
controlled entity which enables the controlled entities to invest in the underlying entities. These
underlying entities hold investments in infrastructure, private equity and property both internationally
and within Australia.
The Fund’s maximum exposure to loss from its interests in controlled entities is equal to the net
market value of its investments in these entities plus any capital commitment made by a controlled
entity to an underlying entity. Once the Fund has disposed of its interest in the controlled entity it
ceases to be exposed to any risk from the controlled entity.
The Fund’s exposure to the current market value of investments held in the controlled entities and
commitments to these entities are shown below:
2016
Asset class
Australian infrastructure
International infrastructure
Australian private equity
International private equity
Australian property
International property
Total

2015
Asset class
Australian infrastructure
International infrastructure
Australian private equity
International private equity
Australian property
International property
Total

Number of
controlled
entities
6
5
2
1
2
6
22

Number of
controlled
entities
6
5
2
1
3
6
23

29

Net asset value of
controlled entites
$'000
2,380,144
457,173
363,422
1,728,808
80,039
3,520,191
8,529,777

Commitments to
controlled entities
$'000
10,485
69,664
2,293,302
69,570
348,986
2,792,007

Net asset value of
controlled entites
$'000
1,941,062
394,797
469,510
1,169,678
79,465
2,643,472
6,697,984

Commitments to
controlled entities
$'000
17,014
105,601
2,063,557
73,553
352,707
2,612,432
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Related parties (continued)

(d)

Controlled entities (continued)

The net market values of these investments are included in the statement of financial position in the
unlisted unit trust category.
Name of entity

Equity holding

Value

2016
%

2015
%

2016
$’000

2015
$’000

AustralianSuper Property Pty Ltd

100%

100%

$29,949

$41,073

AustralianSuper Icon Parking No. 1 Trust

100%

100%

$8,855

$8,933

AustralianSuper Icon Parking No. 2 Trust

100%

100%

$8,855

$8,933

AustralianSuper Investments Fund

100%

100%

$73,141

$66,272

AustralianSuper Investments Fund No 2

100%

100%

$136,427

$118,061

AustralianSuper Investments Fund No 3

100%

100%

$1,728,808

$1,169,678

AustralianSuper Investments Fund No 4

100%

100%

$73,196

$103,405

AustralianSuper Investments Fund No 5

100%

100%

$229,896

$192,598

AustralianSuper Private Equity Trust

100%

100%

$362,320

$468,429

Mindarie Investment Trust

100%

100%

$69

$114

-

BioVision 2020 Holdings Pty Ltd

70%

70%

$69

$114

-

BioVision Holdings Pty Ltd

70%

70%

$69

$114

Battye Street Unit Trust

100%

100%

$0

$16,062

-

No 1 Charles Street Unit Trust No 1

100%

100%

$0

$8,031

-

No 1 Charles Street Unit Trust No 2

100%

100%

$0

$8,031

AS Infrastructure No 1 (Operating) Pty Ltd

100%

100%

$159,125

$144,762

AS Infrastructure No 1 (Holding) Trust

100%

100%

$685,886

$660,915

Perth Airport Holding Trust

100%

100%

$157,001

$139,647

AustralianSuper Research Pty Ltd

100%

100%

$1,101

$1,081

AS Infrastructure No 2 (Holding) Trust

100%

100%

$1,185,819

$857,534

AS Infrastructure No 2 (Operating) Trust

100%

100%

$192,245

$138,000

AS Property No 1 LLC

100%

100%

$612,842

$647,191

AS Property No 2 LLC

100%

100%

$6,893

$6,000

AS Property No 3 LLC

100%

100%

$1,228,205

$479,521

AS Property No 2 Trust

100%

100%

$13,267

$11,487

AS Property No 2 LP Trust

100%

100%

$1,585,788

$1,395,863

98%

98%

990,064

881,817

-

AS Property No 2 LP
-

AS Property No 2 REIT LLP

100%

100%

505,590

426,724

-

AS Property Pearl LLP

100%

100%

484,474

454,993

AS Residential Property Trust

100%

100%

$50,090

$21,700

-

AS Residential Property No 1 Trust

100%

100%

$25,122

$20,182

-

AS Residential Property No 2 Trust

100%

100%

$24,919

$1,517
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Related parties (continued)

(d)

Controlled entities (continued)

The above entities are domiciled in Australia with the exception of AS Property No 1 LLC, AS Property
No 2 LLC and AS Property No 3 LLC which are domiciled in the USA. In addition to the above, the
Fund also controlled 14 (2015: 13) entities as at the reporting date which acted as the trustee for the
above entities. Each entity had a carrying value of $2 or less.

12

Auditor’s remuneration
2016
$'000

Amounts paid/payable to KPMG for:
Audit of financial statements
Other assurance services
Tax services
Other services

729
176
3,703
1,165
5,773

2015
$'000
568
186
1,580
2,384
4,718

Other services provided by KPMG relate to the provision of internal control assessment services
including assessing process, risk and controls across various departments at the Fund and Trustee.

13

Commitments

The commitments of the Fund as at reporting date are detailed below.

2016
$'000

2015
$'000

Committed to
Unlisted unit trusts
Total

3,003,576
3,003,576

2,786,497
2,786,497

Within one year
Total

3,003,576
3,003,576

2,786,497
2,786,497

The above commitments are at call with 3 months’ notice normally required.

14

Subsequent events

No significant events have occurred since the end of the reporting period to the date of this report
which would impact on the financial position of the Fund disclosed in the statement of financial
position as at 30 June 2016 or on the results and cash flows of the Fund for the year ended on that
date.
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