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Part 1- Independent Auditor’s report on financial statements - Reporting Entity

LOCAL AUTHORITIES SUPERANNUATION FUND ABN: 24 496 637 884
REPORT BY THE RSE AUDITOR TO THE TRUSTEE AND MEMBERS

Financial Statements
I have audited the financial statements of Local Authorities Superannuation Fund for the year ended
30 June 2016 comprising the statement of net assets, statement of changes in net assets, summary
of significant accounting policies, other explanatory notes and the Trustee statement.
Trustee’s Responsibility for the Financial Statements
The superannuation entity's trustee is responsible for the preparation and fair presentation of the
financial statements in accordance with Australian Accounting Standards and the requirements of the
Superannuation Industry (Supervision) Act 1993 (SIS Act) and the Superannuation Industry
(Supervision) Regulations 1994 (SIS Regulations). The trustee is also responsible for such internal
control as the trustee determines is necessary to enable the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
My responsibility is to express an opinion on the financial statements based on my audit. I have
conducted an independent audit of the financial statements in order to express an opinion on them to
the trustee and members of Local Authorities Superannuation Fund.
My audit has been conducted in accordance with Australian Auditing Standards. These Standards
require that I comply with relevant ethical requirements relating to audit engagements and plan and
perform the audit to obtain reasonable assurance as to whether the financial statements are free of
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the
trustee’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the trustee’s internal controls. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by
the trustee, as well as evaluating the overall presentation of the financial statements.
I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
audit opinion.
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Opinion
In my opinion, the financial statements present fairly, in all material respects, in accordance with
Australian Accounting Standards the net assets of Local Authorities Superannuation Fund as at 30
June 2016 and the changes in net assets for the year ended 30 June 2016.

Ernst & Young

Brett Kallio
Partner
Melbourne
23 September 2016
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Part 2- Independent Auditor’s report on APRA reporting forms and Reasonable
Assurance report on compliance
 (A) APRA reporting forms required under reporting standards (SPS 310, Attachment B)
Independent auditor’s report to the trustee of Local Authorities Superannuation Fund ABN: 24 496
637 884 (the “Fund”) on forms required under APRA Reporting Standards SRF 114.1 Operational
Risk Financial Requirement; SRF 320.0 Statement of Financial Position; SRF 330.0 Statement of
Financial Performance; SRF 530.0 Investments and SRF 531.0 Investment Flows.
Trustee’s responsibility for forms required by APRA reporting standards
The RSE’s trustee is responsible for the preparation and lodgement of the forms (APRA reporting
forms) required by reporting standards made under the Financial Sector (Collection of Data) Act
2001, as listed in Attachment B to Prudential Standard SPS 310 Audit and Related Matters (APRA
reporting standards) and for such internal controls as the trustee determines to be necessary to
enable the preparation of the APRA reporting forms free from material misstatement, whether due to
fraud or error. The APRA reporting forms have been prepared for the purposes of fulfilling the
trustee’s reporting requirements under the APRA reporting standards.
Auditor’s Responsibility
My responsibility is to express an opinion on the APRA reporting forms required by the APRA
reporting standards based on my reasonable assurance engagement. I have conducted a reasonable
assurance engagement on the following APRA reporting forms: SRF 114.1 Operational Risk Financial
Requirement; SRF 320.0 Statement of Financial Position; SRF 330.0 Statement of Financial
Performance; SRF 530.0; Investments and SRF 531.0 Investment Flows (collectively known as the
‘relevant forms’) of Local Authorities Superannuation Fund, which comprise part of the information
required by the APRA reporting standard for the year ended 30 June 2016.
I have conducted a reasonable assurance engagement on the APRA reporting forms in order to
express an opinion on them to the trustee of the Fund.
I have also performed a reasonable assurance engagement on the financial statements of the Fund for
the year 30 June 2016 (only to the extent that they reflect the information required by paragraph 66
of Australian Accounting Standard AAS 25 Financial Reporting by Superannuation Plans). 23
September 2016, and was not modified.
My reasonable assurance engagement has been conducted in accordance with the Australian Auditing
Standards. These Standards require that I comply with relevant ethical requirements relating to
reasonable assurance engagements and plan and perform the engagement to obtain reasonable
assurance as to whether the relevant forms are free of material misstatement.
A reasonable assurance engagement involves performing procedures to obtain sufficient appropriate
evidence about the amounts and disclosures in the relevant forms. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of material misstatement of the
amounts and disclosures in the relevant forms, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the trustee’s preparation and
presentation of the amounts and disclosures in the relevant forms in order to design reasonable
assurance procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the trustee’s internal control.
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A reasonable assurance engagement also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by the trustee, as well as
evaluating the overall presentation of the amounts and disclosures in the relevant forms.
For the purpose of ensuring that the relevant forms are materially complete and accurate and are in
accordance with the relevant prudential reporting standards, my procedures included testing that the
information in the relevant forms is consistent with the financial statements for the year ended 30
June 2016.  In addition, and for the same purpose, in regard to other information reported in the
relevant forms, I examined on a test basis, evidence supporting the amounts and other disclosures in
the relevant forms that were not directly derived from the financial statements.
I believe that the evidence I have obtained is sufficient and appropriate to provide a basis for my
reasonable assurance opinion.
Opinion
In my opinion:
a) the relevant forms are prepared in all material respects in accordance with the requirements of

the APRA Reporting Standards, the financial position of the Fund as at 30 June 2016, and its
performance, for the year then ended, as reflected in the registrable superannuation entity’s
financial statements signed on 23 September 2016 or accounting records with regard to other
information that was not directly derived from the financial statements; and

b) the trustee of the Fund has complied in all material respects with the reporting requirements of
the APRA reporting standards pertaining to the preparation of the APRA reporting forms.

Basis of preparation of APRA Reporting Forms and restriction on use

Without modifying my opinion, I draw to readers’ attention that the APRA reporting forms have been
prepared for the purpose of fulfilling the trustee’s reporting responsibilities of the APRA Reporting
Standards. As a result, they may not be suitable for another purpose. This report is intended solely for
the trustee and APRA (and ASIC where applicable), and should not be distributed to or used by parties
other than the trustee and APRA (and ASIC where applicable).  I disclaim any assumption of
responsibility for any reliance on this report or the APRA reporting forms to which it relates, to any
party other than the trustee and APRA (and ASIC where applicable), or for any purpose other than
that for which it was prepared.
 (B) Compliance
Independent auditor’s report to the trustee of Local Authorities Superannuation Fund
I have performed a reasonable assurance engagement to provide an opinion in relation to the
trustee’s compliance with applicable provisions under the Superannuation Industry (Supervision) Act
1993 (SIS Act), Superannuation Industry (Supervision) Regulations 1994 (SIS Regulations), APRA
reporting Standards, Corporations Act 2001 (Corporations Act) and Corporations Regulations 2001
(Corporations Regulations).
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Trustee’s Responsibility for Compliance
(a) The RSE’s trustee is responsible for complying with the requirements of the SIS Act, SIS

Regulations, the Reporting Standards made under APRA Reporting Standards, the
Corporations Act and Corporations Regulations.

(b) The trustee is also responsible, under the following Conditions of the ‘Schedule – additional
conditions imposed under Section 29EA of the Act’ of the RSE Licence issued by APRA for:
(i) Condition C1 -

• Maintaining an identifiable amount of minimum liquid assets of at least
$250,000 at all times in the form specified.

• Ensuring that, at all times, the fund held an identifiable amount of minimum
liquid assets of at least an amount, as specified above, in the form specified.

• Maintaining the required level of minimum liquid assets in the form specified
and for determining that this has occurred during year ended 30 June 2016.

• Internal control relevant to the maintenance of the form in which the minimum
liquid assets is held.

The trustee is responsible, under Prudential Standard SPS 114 Operational Risk Financial
Requirement (SPS 114), for maintaining financial resources at the required target amount in
accordance with its Operational Risk Financial Requirement ORFR strategy. The financial resources
held to meet the ORFR target amount must be held either as:

(a) an operational risk reserve within an RSE;
(b) operational risk trustee capital held by the RSE licensee; or
(c) a combination of both an operational risk reserve held within an RSE and operational risk

trustee capital held by the RSE licensee.

Our Independence and Quality Control
I have complied with the relevant ethical requirements relating to assurance engagements, which
include independence and other requirements founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.
In accordance with Auditing Standard ASQC1 Quality Control for Firms that Perform Audits and
reviews of Financial Reports and Other Financial Information and Other Assurance Engagements,
[name of firm] maintains a comprehensive system of quality control including documented policies
and procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.
Independent Assurance Practitioner’s responsibilities
My responsibility is to express an opinion on the trustee’s compliance with the requirements of the SIS
Act, SIS Regulations, APRA Reporting Standards, Corporations Act and Corporation Regulations
based on the reasonable assurance engagement. My reasonable assurance engagement has been
conducted in accordance with applicable AUASB standards on Assurance Engagements. These
Standards require that I comply with relevant ethical requirements and plan and perform my
procedures to obtain reasonable assurance whether the trustee of Local Authorities Superannuation
Fund has, in all material respects:
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(a)  complied with the relevant requirements of the following provisions (to the extent applicable)
of the SIS Act and SIS Regulations:
Sections, 29VA, 35A, 65, 66, 67, 95, 97, 98, 99F, 101, 105, 106, 109, 117, 154 and
155(2);
Regulations 3.10, 5.08, 6.17, 7.04, 7.05, 9.09, 9.14, 13.14, 13.17, 13.17A;

(b) complied with the APRA reporting standards that are subject to reasonable assurance (to the
extent applicable);

(c) complied with the relevant requirements of the following provisions of the Corporations Act
and Corporation Regulations (to the extent applicable):
Sections 1012B, 1012F, 1012H(2), 1012I, 1013B, 1013D, 1013K(1), 1013K(2), 1016A(2),
1016A(3), 1017B(1), 1017B(5), 1017BA,1017C(2), 1017C(3) 1017C(5), 1017C(8),
1017D(1), 1017D(3), 1017D(3A), 1017DA(3), 1017E(2), 1017E(3), 1017E(4), 1020E(8) and
1020E(9);
Regulations 7.9.07Q–7.9.07W, 7.9.11K, 7.9.11N, 7.9.11O, 7.9.11P, 7.9.11Q, 7.9.32(3),
7.9.48B, 7.9.48C and 7.9.48D; and

(d)  complied with the requirement to prepare the respective forms required by the APRA
reporting standards;

for the year ended 30 June 2016.
My procedures with respect to SIS Regulation 6.17 included testing whether amounts identified by the
trustee as preserved and restricted non-preserved have been cashed or transferred only in
accordance with the requirements of Part 6 of the SIS Regulations. These procedures did not include
testing of the calculation of the preserved and restricted non-preserved amounts beyond a broad
assessment of the apparent reasonableness of the calculations.
My responsibility is also to express an opinion on the trustee’s compliance with the respective
Conditions of the ‘Schedule – additional conditions imposed under Section 29EA of the Act’ of the RSE
Licence issued by APRA referred to under the heading Trustee’s Responsibility for Compliance, above
of Local Authorities Superannuation Fund for the year ended 30 June 2016.
My responsibility is also to express an opinion on the trustee’s compliance with their ORFR strategy
with respect to maintaining an operational risk reserve at the required target amount for the year
ended 30 June 2016.
My procedures in relation to SIS Section 155(2) included assessing the trustee’s controls in place to
monitor compliance with Section 155(2).  These procedures did not include testing the trustee’s
methodology used to calculate the issue or redemption price.
Inherent limitations
Due to the inherent limitations of any evidence gathering procedures and the internal control
framework, it is possible that fraud, error or non-compliance may occur and not be detected. A
reasonable assurance engagement is not designed to detect all instances of non- compliance with the
applicable SIS Act and SIS Regulations, APRA reporting standards, Corporations Act and Corporations
Regulations specified above, as the reasonable assurance engagement is not performed continuously
throughout the [period] and the procedures performed in respect of compliance with the applicable
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SIS Act and SIS Regulations, APRA reporting standards, Corporations Act and Corporations
Regulations specified above are undertaken on a test basis.
The reasonable assurance opinion expressed in this report has been formed on the above basis.
Basis for Preparation and Restricted Distribution
This report has been prepared solely for the trustee in order to meet the APRA reporting
requirements of the trustee. This report is intended solely for the [trustee/trustees] and APRA (and
ASIC where applicable), and should not be distributed to or used by parties other than the trustee and
APRA (and ASIC where applicable).  I disclaim any assumption of responsibility for any reliance on this
report to any party other than the trustee and APRA (and ASIC where applicable), or for any purpose
other than that for which it was prepared.
Auditor’s Opinion
In my opinion the Trustee of Local Authorities Superannuation Fund has complied, in all material
respects with:

a)  The requirements of the SIS Act and SIS Regulations, APRA reporting standards,
Corporations Act and Corporations Regulations specified above for the 30 June 2016.

b)  The conditions contained in Conditions C1 of the ‘Schedule – additional conditions
imposed under Section 29EA of the Act’ of the RSE Licence issued by APRA, specified
above.

c) The requirement to maintain an operational risk reserve/trustee capital at the required
target amount in accordance with its ORFR strategy.

Ernst & Young

Brett Kallio
Partner
Melbourne
23 September 2016
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Part 3- Independent Auditor’s report on APRA reporting forms and Limited
Assurance report on compliance
 (A) APRA reporting forms required under reporting standards (SPS 310, Attachment B)
Independent auditor’s report to the trustee of Local Authorities Superannuation Fund ABN 24 496
637 884 on forms SRF 330.2 Statement of Financial Performance; SRF 533.0 Asset Allocation; SRF
540.0 Fees and SRF 702.0 Investment Performance.
Trustee’s responsibility for forms required by APRA reporting standards
The RSE’s trustee is responsible for the preparation and lodgement of the forms (APRA reporting
forms) required by reporting standards, made under the Financial Sector (Collection of Data) Act
2001, as listed in Attachment B to Prudential Standard SPS 310 Audit and Related Matters (APRA
reporting standards) and for such internal controls as the trustee determines to be necessary to
enable the preparation of the APRA forms free from material misstatement, whether due to fraud or
error. The APRA reporting forms have been prepared for the purposes of fulfilling the trustee’s
reporting requirements under the APRA reporting standards.
Auditor’s Responsibility
My responsibility is to express a conclusion, based on my limited assurance engagement, on the APRA
Reporting Forms: SRF 330.2 Statement of Financial Performance; SRF 533.0 Asset Allocation; SRF
540.0 Fees and SRF 702.0 Investment Performance of Local Authorities Superannuation Fund, which
comprise part of the information required by the APRA reporting standards for the year ended 30
June 2016.
I have conducted a limited assurance engagement, in accordance with ASRE 2405 Review of Historical
Financial Information Other than a Financial Report (ASRE 2405) issued by AUASB, in order to state
whether, on the basis of the procedures described, anything has come to my attention that causes me
to believe that the relevant forms are not prepared, in all material respects, in accordance with the
APRA reporting standards.
ASRE 2405 requires me to comply with the relevant professional and ethical requirements of the
Standards issued by the Accounting Professional and Ethical Standards Board.
A limited assurance engagement consists of making enquiries, primarily of persons responsible for the
relevant forms, and applying analytical and other review procedures. A limited assurance engagement
is substantially less in scope than a reasonable assurance engagement conducted in accordance with
Australian Auditing Standards and consequently does not enable me to obtain assurance that I would
become aware of all material matters that might be identified in a reasonable assurance engagement.
Accordingly, I do not express a reasonable assurance opinion.
Basis for Preparation and Restricted Distribution
Without modifying my conclusion, I draw to readers’ attention that the APRA reporting forms have
been prepared for the purpose of fulfilling the trustee’s reporting responsibilities of the APRA
reporting standards. As a result, they may not be suitable for another purpose. This report is intended
solely for the trustee and APRA (and ASIC where applicable), and should not be distributed to or used
by parties other than the trustee and APRA (and ASIC where applicable). I disclaim any assumption of
responsibility for any reliance on this report, or the APRA reporting forms to which it relates, to any
party other than the trustee and APRA (and ASIC where applicable), or for any purpose other than
that for which it was prepared.
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Conclusion
Based on my limited assurance engagement, which is not a reasonable assurance engagement,
nothing has come to my attention that causes me to believe that the APRA reporting forms of Local
Authorities Superannuation Fund for the year ended 30 June 2016 are not prepared, in all material
respects, in accordance with the APRA reporting standards.
 (B) Compliance
Independent Assurance Practitioner’s Limited Assurance report to the trustee Local Authorities
Superannuation Fund
I have performed a limited assurance engagement under the reporting requirements specified in
Australian Prudential Regulation Authority (APRA) Prudential Standard SPS 310 Audit and Related
Matters (SPS 310), as described in the Scope section, paragraphs Part A to Part D, of this report.
Trustee’s responsibility for compliance
The trustee of Local Authorities Superannuation Fund is responsible for:
(a) the trustee’s systems, procedures and internal controls that are designed to ensure that the

trustee has complied with all applicable prudential requirements, has provided reliable data to
APRA as required by the APRA reporting standards , and has operated effectively throughout
the year of income;

(b) the trustee’s compliance with its risk management framework; and
(c)  the trustee’s compliance with its operational risk financial requirement (ORFR) strategy.
Our Independence and Quality Control
I have complied with the relevant ethical requirements relating to assurance engagements, which
include independence and other requirements founded on fundamental principles of integrity,
objectivity, professional competence and due care, confidentiality and professional behaviour.
In accordance with Auditing Standard ASQC1 Quality Control for Firms that Perform Audits and
reviews of Financial Reports and Other Financial Information and Other Assurance Engagements,
Ernst & Young maintains a comprehensive system of quality control including documented policies and
procedures regarding compliance with ethical requirements, professional standards and applicable
legal and regulatory requirements.
Independent Assurance Practitioner’s responsibilities
My responsibility is to perform a limited assurance engagement as required by SPS 310, described in
Scope paragraphs Part A to Part D of this report, and to express a limited assurance conclusion based
on the procedures I have performed and the evidence I have obtained.
My limited assurance engagement has been conducted in accordance with applicable AUASB
Standards on Assurance Engagements, in order to express a limited assurance conclusion as
described in Scope paragraphs Part A to Part D of this report. I have complied with the independence
and other relevant ethical requirements relating to a limited assurance engagements.
The procedures I performed were based on my professional judgment and included enquiries of the
trustee personnel and observation of material control procedures performed; inspection of
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documents; walk-throughs of material control procedures and evaluating the effectiveness of material
control procedures throughout the year.
My audit of the financial statements and my reasonable and limited assurance engagements on the
APRA reporting forms required under SPS 310 are directed towards obtaining sufficient appropriate
evidence to form an opinion and conclusion under the appropriate prudential requirements. These
procedures were not designed to enable me to conclude on other matters required by the APRA
Prudential Standards. I have therefore performed assurance procedures in order to meet my
responsibilities in relation to the design and operating effectiveness of material controls and
compliance with specific requirements under the prudential requirements.

Inherent Limitations
A limited assurance engagement is substantially less in scope than a reasonable assurance
engagement conducted in accordance with AUASB Standards on Assurance Engagements and
consequently does not enable me to obtain assurance that I would become aware of all material
matters that might be identified in a reasonable assurance engagement. Accordingly, I do not express
a reasonable assurance opinion.
There are inherent limitations in any internal control structure, and fraud, error or non-compliance
with laws and regulations may occur and not be detected. As the systems, procedures and controls to
ensure compliance with APRA Prudential Requirements are part of the business operations of the
trustee, it is possible that either the inherent limitations of the general internal control structure, or
weaknesses in it, can impact on the effective operation of the specific control procedures of the
trustee.
Furthermore, projections of any evaluation of internal control procedures or compliance measures to
future periods are subject to the risk that control procedures may become inadequate because of
changes in conditions, or that the degree of compliance may deteriorate. Consequently, there are
inherent limitations on the level of assurance that can be provided.
Accounting records and data relied on for prudential reporting and compliance are not continuously
audited and do not necessarily reflect accounting adjustments necessary for end of reporting period
financial report preparation, or events occurring after the end of the reporting period.
The conclusions in this report expressed below are to be read in the context of the foregoing
comments.
Basis for Preparation and Restricted Distribution
This report has been prepared solely for the trustee in order to meet the APRA reporting
requirements of the trustee. This report is intended solely for the trustee and APRA (and ASIC where
applicable), and should not be distributed to or used by parties other than the trustee and APRA (and
ASIC where applicable). I disclaim any assumption of responsibility for any reliance on this report to
any party other than the [trustee / trustees] and APRA (and ASIC where applicable), or for any
purpose other than that for which it was prepared.
Scope
Part A - the trustee’s systems, procedures and internal controls are designed and operate
effectively to ensure that the trustee has complied with all applicable prudential requirements.
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The procedures I performed during the period 1 July 2015 to 30 June 2016 as listed below were
considered necessary in relation to the trustee’s systems, procedures and controls that address
compliance with all applicable Prudential Requirements.
Prudential Requirements include requirements imposed by:
(a) APRA Prudential Standards;
(b)  APRA reporting standards;
(c)  SIS Act and SIS Regulation;
(d)  APRA conditions on the trustee’s licence or authorisation;
(e)  Directions issued by APRA under the SIS Act 1993; and
(f)  Other requirements imposed by APRA in writing (if applicable).
Through enquiries, observation and walk-throughs of material control procedures, the evidence I
obtained is sufficient and appropriate to provide a basis for my conclusion.
Part B - the trustee’s systems, procedures and internal controls provided reliable data to APRA as
required under the APRA reporting standards
The procedures I have performed as listed below were considered necessary in relation to the
trustee’s systems, procedures and controls, for the period 1 July 2015 to 30 June 2016 to ensure
that, in all material respects, reliable data is provided, as required by the APRA reporting standards.
Through enquiries, observation and walk-throughs of material control procedures, the evidence I
obtained is sufficient and appropriate to provide a basis for my conclusion.
Part C – Compliance with the Risk Management Framework (RMF)
The procedures I have performed as listed below were considered necessary in relation to the
trustee’s compliance, in all material respects, with its RMF, as defined in Prudential Standard SPS 220
Risk Management (SPS 220) for the period 1 July 2015 to 30 June 2016.
Through enquiry, observation and inspection of documents, the evidence I obtained is sufficient and
appropriate to provide a basis for my conclusion.
Part D – Compliance with the ORFR strategy
The procedures I have performed as listed below were considered necessary in relation to the
trustee’s compliance, in all material respects, with its Operational Risk Financial Requirement (ORFR)
strategy for the period 1 July 2015 to 30 June 2016.
Through enquiry, observation and inspection of documents, the evidence I obtained is sufficient and
appropriate to provide a basis for my conclusion.
Conclusion
Part A - the trustee’s systems, procedures and internal controls are designed to ensure that the
trustee has complied with all applicable prudential requirements
Based on the procedures I performed and evidence I obtained, nothing has come to my attention that
causes me to believe that, in all material respects, the trustee  did not have in place suitably designed
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systems, procedures and controls that operated effectively throughout the year of income to address
compliance with all applicable Prudential Requirements.
Part B - the trustee’s systems, procedures and internal controls provided reliable data to APRA as
required under the APRA reporting standards
Based on the procedures I performed and evidence I obtained, nothing has come to my attention that
causes me to believe that, in all material respects, the trustee did not have in place suitably designed
systems, procedures and controls that operated effectively throughout the year of income and
provided reliable data to APRA as required under the APRA reporting standards.
Part C – Compliance with the RMF
Based on the procedures I performed and evidence I obtained, nothing has come to my attention that
causes me to believe that, for the period 1 July 2015 to 30 June 2016 the trustee did not comply, in
all material respects, with its RMF.
Part D – Compliance with the ORFR strategy
Based on the procedures I performed and evidence obtained, nothing has come to my attention that
causes me to believe that, for the period 1 July 2015 to 30 June 2016 the trustee did not comply, in
all material respects, with its ORFR strategy.

Ernst & Young

Brett Kallio
Partner
Melbourne
23 September 2016
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SUMMARY OF ACTUARIAL INVESTIGATION  
AS AT 30 JUNE 2014 FOR THE PURPOSES OF 
AUSTRALIAN ACCOUNTING STANDARD 
AAS 25 

 
LOCAL AUTHORITIES SUPERANNUATION FUND 

 

This summary has been prepared at the request of the Trustee of the Local Authorities Superannuation 

Fund (�the Fund�) and summaries the triennial actuarial investigations completed as at 30 June 2014 of the 

three defined benefit sub-plans of the Fund, namely the Defined Benefit plan, the City of Melbourne plan 

(�COM plan�) and the Parks Victoria plan (�Parks plan�). 

The reports meet the requirements of the Actuaries Institute�s professional standards.   

Defined Benefit Plan � Division C of the Fund 

Summary of Actuarial Report 

For the purposes of AAS 25, the Defined Benefit plan�s �Report on the Actuarial Investigation as at 

30 June 2014� (�Actuarial Report�) dated 12 November 2014 may be summarised as follows: 

Data 

The membership data of the Defined Benefit plan as at 30 June 2014 is summarized below: 

- 3,983 active members with total salaries of $312.7 million; 

- 1,910 deferred beneficiaries with total account balance of $344.9 million; and 

- 4,897 pensioners with total annual pensions of $43.5 million. 

In addition, we have also been provided with the net market value of assets of the Defined Benefit plan as 

at 30 June 2014. 

The actuary has relied upon the data provided. 

Assumptions 
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The key financial assumptions are summarised as follows: 

Discount Rate:    7.50% per annum (active members) 

     8.25% per annum (pensioners) 

Future Salary Increases:  4.25% per annum 

CPI Increases:    2.75% per annum  

The discount rate of 7.5% per annum is considered to be a reasonable expectation of actual future returns 

over the average expected term of the benefit liabilities, calculated to be 7.9 years, in light of the Defined 

Benefit plan's present investment strategy and taxation position.  These assumptions have been adopted 

after consideration of the views of Russell and the Fund's asset consultants, Frontier.  There has been no 

change in the financial assumptions since the previous triennial actuarial investigation as at 31 December 

2011, provided in our report dated 25 June 2012. 

The following changes were made to the other assumptions: 

(a) The rates of early retirement were reduced between ages 55 and 58; 

(b) The proportion of members who resign prior to age 55 who are assumed to elect to receive a 

deferred benefit was increased from 70% to 80% to reflect experience;  

(c) The proportion of eligible deferred members assumed to elect a life time pension was increased 

from 30% to 40%;  and 

(d) The assumed administration expense rate has been increased from 2.0% to 2.25% of active 

members� salaries while the expense in respect of pensioners remained unchanged at 2.0% of 

pensions in payment. 

Methodology for Calculating Accrued Benefits 

Accrued Benefits are based on the expected future benefit payments (measured using actuarial 

assumptions and valuations where appropriate) that arise from membership of the Fund up to the 

measurement date.  The method of apportioning active members� benefits to past service for the main 

Defined Benefit plan is as follows, effectively recognising the portion of future benefits arising due to service 

to date: 

(a) Retirement, disablement and deferred resignation� the past service benefit (based on accrued 

lump sum multiples and accrued pensions where relevant) at the calculation date, with allowance 

for future salary growth to the assumed exit date. 

(b) Death benefits � the total projected death benefit at the assumed exit date multiplied by the ratio of 

service to the calculation date divided by service to the retirement date. 
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(c) Immediate Resignation Benefit � the past service benefit at the calculation date (based on the 

multiples at the calculation date) with allowance for future salary growth up to the assumed 

resignation date. 

The present value of expected future payments are determined as the benefits payable to defined benefit 

members, taking into account expected future salary increases, the probability of payment, and the 

discounting back to present-day dollars. 

Accrued Benefits have been calculated in a manner consistent with Professional Standard 402 and 

Guidance Note 454 issued by the Institute of Actuaries of Australia. 

Funding Method and Recommendations 

The method of funding benefits adopted is the aggregate funding method.  This method aims to provide 

sufficient funding to meet all the future benefit payments as they fall due.  In making the recommendations, 

we have also considered the requirements of Superannuation Prudential Standard 160 (SPS 160). 

Based on the aggregate funding method there was an actuarial surplus as at 30 June 2014.  After 

discussion with the Trustee and considering the requirements of SPS 160 the recommended contributions 

were not changed.  The actuary recommended that each employer should make contributions to the 

Defined Benefit plan at least equal to: 

(a) Contributions equal to 9.5% of salary for employee members, increasing with increases in the 

Superannuation Guarantee; 

(b) An additional contribution to cover the excess of the benefits paid as a consequence of 

retrenchment above the funded resignation or retirement benefit (the funded resignation or 

retirement benefit is calculated as the minimum of 100% and VBI, multiplied by the benefit), plus 

contribution tax;  

(c) Outstanding contributions in respect of calls made at the previous actuarial investigations; 

(d) Additional top up contributions that may be required in the future, if the Defined Benefit plan 

becomes in an unsatisfactory financial position.  

Employers should also contribute the amount of members� salary sacrifice (pre-tax) contributions. 

Because there is a surplus based on the aggregate funding method, the actuary suggested that the Trustee 

consider whether it is appropriate to reduce the investment risk in the investment strategy.   
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Accrued Benefits 

For the disclosure purposes of AAS 25, the Accrued Benefits under the Defined Benefit plan as at 

30 June 2014 are determined to be $2,061.9 million comprising of the following components: 

ACCRUED BENEFITS AS AT 30 JUNE 2014 ($ million) 

Value of Accrued Benefits for active members $1,272.5 

Value of Accrued Benefits for deferred beneficiaries  $349.0 

Value of Accrued Benefits for pensioners $440.4 

Total $2,061.9 

Accrued Benefits have not been subjected to a minimum of the Vested Benefits, either on an individual 

member or plan basis.     

Financial Condition 

The coverage of various measures of benefit liabilities by assets at 30 June 2014 was as follows: 

Total Fund 
Assets           

($ million) 

Liabilities        

($ million) 
Ratio 

Vested Benefits $2,354.9 $2,277.8 103% 

Accrued Benefits $2,354.9 $2,061.9 114% 

Minimum Requisite Benefits $2,354.9 $1,483.9 159% 

 

n The asset value shown in this table was also used to determine the recommended contribution rates.  

As at 30 June 2014, in my opinion the assets of the Defined Benefit plan were sufficient to meet the 

value of the liabilities of the fund in respect of Accrued Benefits. The Defined Benefit plan was not in an 

unsatisfactory financial position as at 30 June 2014 as defined in SPS 160. 

n In addition to the position reported above, the actuary projected the plan's ongoing ability to meet both 

Accrued and Vested Benefits over the three years following the date of the investigation.  This was 

undertaken on the basis that: 
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- the actuarial assumptions as to investment returns, salary inflation, rate of pension increase and 

membership turnover would apply over the next three years; 

- no new members would be admitted as defined benefit members; and 

- the Authorities will contribute to the Defined Benefit plan over the next three years in accordance 

with the recommendations outlined in the actuarial report.   

n Based on the assumptions in the above projection, it is anticipated that both the Vested Benefits and 

Accrued Benefits will be covered by Defined Benefit plan assets throughout the three years following 

the date of the investigation.  

Self Insurance 

The Defined Benefit plan provides death and disablement benefits that are higher than the 

resignation/retirement benefits.  The Fund self insures this risk.  It is reasonable for the Trustee to 

determine that self-insurance remains appropriate for the Defined Benefit plan in light of its size, 

experience, present membership and benefit levels.  We recommend the Defined Benefit plan hold a self- 

insurance reserve of $6 million to cover the pending and incurred but not reported claims. 

Material Risks 

We have also identified the material risks in respect of the funding of the plan: 

n Investment risk - the risk that investment returns will not be as high as expected which might result in 

additional contribution from employers in the future.  There is also a risk that a large surplus could 

arise. 

n Salary and price inflation risk � the risk that the salary or price inflation will exceed expectation which 

may require additional funding from the employers. 

n Pensioner longevity risk � the risk that pensioners may live longer than expected which will increase 

the funding cost for employers. 

n Liquidity risk � the risk that the plan will not have sufficient liquid assets to fund the benefit payments 

due to its exposure to the illiquid investments.  We are aware that the Trustee is considering this risk 

in setting the investment strategy. 

n Asset risks � the risk that the accounting value of the asset may not accurately reflect the underlying 

investment value due to the method used to determine the plan�s asset value.  

There are also other risks such as legislation risk and operation risk that should be properly managed by 
the Trustee. 
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Statement of Financial Condition 

In summary, this investigation has revealed that the Defined Benefit plan�s assets were sufficient to cover 

the vested benefit liabilities and accrued benefit liabilities as at 30 June 2014. 

Appendix A contains the information required to be included in the actuarial investigation by SPS 160. 
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City of Melbourne plan � Division D of the Trust Deed 

Summary of Actuarial Report 

For the purposes of AAS 25, the COM plan�s �Report on the Actuarial Investigation as at 30 June 2014� 

(�COM Actuarial Report�) dated 10 December 2014 may be summarised as follows: 

Data 

The membership data of COM plan as at 30 June 2014 is summarized below: 

- 146 active members with total salaries of $13.1 million; and  

- 44 retained members with total account balance of $8.6 million. 

In addition, we were also provided with the net market value of assets of the COM plan as at 30 June 2014. 

The actuary has relied upon the data provided. 

Assumptions 

The financial assumptions are summarised as follows: 

Discount Rate:    7.50% per annum  

Future Salary Increases:  4.25% per annum 

CPI Increases:    2.75% per annum  

The discount rate of 7.5% per annum is considered to be a reasonable expectation of actual future returns 

over the average expected term of the benefit liabilities, calculated to be 5.4 years, in light of the COM 

plan's present investment strategy and taxation position.  These assumptions have been adopted in 

consideration of the views of Russell and the Fund's asset consultants, Frontier.  There has been no 

change in the financial assumptions since the previous actuarial investigation as at 31 December 2011. 

The following changes were made to the other assumptions: 

(a) The rates of early retirement were reduced between ages 55 and 58; and 

(b) The rates of death and disablement have been updated to reflect the cost of external insurance; 

and 

(c) The assumed plan expense has been increased from 2.0% to 3.5% of salaries. 

Methodology for Calculating Accrued Benefits 

Accrued Benefits are based on the expected future benefit payments (measured using actuarial 

assumptions and valuations where appropriate) that arise from membership of the COM plan up to the 
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measurement date.  The method of apportioning active members� benefits to past service for the COM plan 

is as follows, effectively recognising the portion of future benefits arising due to service to date: 

(a) Retirement� the past service benefit (based on accrued lump sum multiples) at the calculation 

date, with allowance for future salary growth to the assumed exit date. 

(b) Death and Disablement benefits � the total projected benefit at the assumed exit date multiplied by 

the ratio of service to the calculation date divided by service to assumed exit date. 

(c) Immediate Resignation Benefit � the past service benefit at the calculation date (based on the 

multiples at the calculation date) with allowance for future salary growth and vesting up to the 

assumed resignation date. 

The present value of expected future payments are determined as the benefits payable to defined benefit 

members, taking into account expected future salary increases, the probability of payment, and the 

discounting back to present-day dollars. 

Accrued Benefits have been calculated in a manner consistent with Professional Standard 402 and 

Guidance Note 454 issued by the Institute of Actuaries of Australia. 

Funding Method and Recommendations 

The method of funding benefits adopted is the aggregate funding method.  This method aims to provide 

sufficient funding to meet all the future benefit payments as they fall due.  In making the recommendations, 

we have also considered the requirements of Superannuation Prudential Standard (SPS 160) and the 

views of the City of Melbourne. 

Based on the aggregate funding method there was an actuarial surplus as at 30 June 2014.  After 

discussion with the Trustee, City of Melbourne and considering the requirements of SPS 160 the 

recommended contributions were not changed.  The actuary recommended that City of Melbourne should 

make contributions to the Defined Benefit plan at least equal to: 

(a) Contributions equal to 13% of salary for employee members (including 1% of salary to allow for 

Salary Continuance Cover); 

(b) Top-up payments for exiting members equal to the following amount increased for contribution tax:  

Benefit Payment less (Vested Benefit x VBI)  
 

Top-up payments are to be calculated and invoiced quarterly in arrears. Top-up payments are 

required for all retrenchments (VBI capped at 100%), but for other exits only when the VBI is below 

100%. Benefit payments exclude the amount of any insurance proceeds; and 



 RUSSELL INVESTMENTS 

 

 

Page 9 

(c) Any additional contributions that may be required in future under SPS 160. 

Because there is a material surplus based on the aggregate funding method and it was decided not to 

reduce contributions, the actuary suggested that the Trustee consider whether it is appropriate to reduce 

the investment risk in the investment strategy.  If the Trustee decided not to reduce the investment risk we 

recommended further actuarial advice be obtained and reducing contribution rates be considered. 

Accrued Benefits 

For the disclosure purposes of AAS 25, the Accrued Benefits under the COM plan as at 30 June 2014 are 

determined to be $48.7 million comprising of the following components: 

ACCRUED BENEFITS AS AT 30 JUNE 2014 ($ million) 

Value of Accrued Benefits for active members $48.6 

Value of Additional Accrued Benefits for retained members  $0.2 

Total $48.7 

* Total may not add up due to rounding 

 

Accrued Benefits have not been subjected to a minimum of the Vested Benefits, either on an individual 

member or plan basis.   

Financial Condition 

The coverage of various measures of benefit liabilities by assets at 30 June 2014 was as follows: 

Total Fund 
Assets          

($ million) 

Liabilities       

($ million) 
Ratio 

Vested Benefits $60.9 $54.4 112% 

Accrued Benefits $60.9 $48.7 125% 

Minimum Requisite Benefits $60.9 $39.6 154% 

 

n The asset value shown in this table was also used to determine the recommended contribution rates.  

As at 30 June 2014, in my opinion the assets of the COM plan were sufficient to meet the value of the 
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liabilities of the fund in respect of Accrued Benefits.  The COM plan was not in an unsatisfactory 

financial position as at 30 June 2014. 

n In addition to the position reported above, the actuary projected the plan's ongoing ability to meet both 

Accrued and Vested Benefits over the three years following the date of the investigation.  This was 

undertaken on the basis that: 

- the actuarial assumptions as to investment returns, salary inflation and membership turnover 

would apply over the next three years; 

- no new members would be admitted as defined benefit members; and 

- City of Melbourne will contribute to the COM plan over the next three years in accordance with the 

recommendations outlined in the actuarial report.   

n Based on the assumptions in the above projection, it is anticipated that both the Vested Benefits and 

Accrued Benefits will be covered by COM plan assets throughout the three years following the date of 

the investigation.  

Self Insurance 

As recommended in the previous triennial actuarial investigation, the COM plan is now externally insured in 

respect of the future service component of death and disability benefits.  The actuarial investigation 

identified some gaps in the insurance policy where the future service component of death and disability 

benefits is not fully covered but also noted that the impact on the funding is not material.   

Material Risks 

We have also identified the material risks in respect of the funding of the plan: 

n Investment risk - the risk that investment returns will not be as high as expected which might result in 

additional contributions from City of Melbourne in the future.  There is also a risk that a large surplus 

could arise. 

n Salary inflation risk � the risk that the salary inflation will exceed expectation which may require 

additional funding from City of Melbourne. 

n Liquidity risk � the risk that the plan will not have sufficient liquid assets to fund the benefit payments 

given its current exposure to the illiquid investments.  We understand that the COM plan can share 

its exposure to illiquid assets with the other defined benefit plans to manage this risk. 

There are also other risks such as legislation risk and operation risk that should be properly managed by 
the Trustee. 
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Statement of Financial Condition 

This investigation has revealed that the COM plan�s assets were sufficient to cover the vested benefit 

liabilities and accrued benefit liabilities as at 30 June 2014. 

 

Appendix B contains the information required to be included in the actuarial investigation by SPS 160. 
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Parks Victoria plan � Divisions E and F of the Trust Deed 

Summary of Actuarial Report 

For the purposes of AAS 25, the Parks plan�s �Report on the Actuarial Investigation as at 30 June 2014� 

(�Parks Actuarial Report�) dated 24 November 2014 may be summarised as follows: 

Data 

We have been provided with the membership data as at 30 June 2014 for 81 active employees with total 

salaries of $7.0 million. 

In addition, we were also provided with the net market value of assets of the Parks plan as at 30 June 2014 

The actuary has relied upon the data provided. 

Assumptions 

The financial assumptions are summarised as follows: 

Discount Rate:    7.50% per annum  

Future Salary Increases:  4.25% per annum 

CPI Increases:    2.75% per annum  

The discount rate of 7.5% per annum is considered to be a reasonable expectation of actual future returns 

over the average expected term of the benefit liabilities, calculated to be 5.5 years, in light of the Parks 

plan's present investment strategy and taxation position.  These assumptions have been adopted after 

consideration of the views of Russell and the Fund's asset consultants, Frontier.  There has been no 

change in the financial assumptions since the previous triennial actuarial investigation as at 31 December 

2011, provided in our report dated 25 June 2012. 

The following changes were made to the other assumptions: 

(a) The rates of early retirement were reduced between ages 55 and 58; and 

(b) The rates of death and disablement have been updated to reflect the cost of external insurance; 

and 

(c) The assumed plan administration expense has been increased from 3.0% to 5.0% of salaries. 

 

Methodology for Calculating Accrued Benefits 

Accrued Benefits are based on the expected future benefit payments (measured using actuarial 

assumptions and valuations where appropriate) that arise from membership of the Parks Victoria plan up to 
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the measurement date.  The method of apportioning active members� benefits to past service for the Parks 

plan is as follows, effectively recognising the portion of future benefits arising due to service to date: 

(a) Retirement� the past service benefit (based on accrued lump sum multiples) at the calculation 

date, with allowance for future salary growth to the assumed exit date. 

(b) Death and Disablement benefits � the total projected benefit at the assumed exit date multiplied by 

the ratio of service to the calculation date divided by service to the retirement date. 

(c) Immediate Resignation Benefit � the past service benefit at the calculation date (based on the 

multiples at the calculation date) with allowance for future salary growth up to the assumed 

resignation date. 

The present value of expected future payments are determined as the benefits payable to defined benefit 

members, taking into account expected future salary increases, the probability of payment, and the 

discounting back to present-day dollars. 

Accrued Benefits have been calculated in a manner consistent with Professional Standard 402 and 

Guidance Note 454 issued by the Institute of Actuaries of Australia. 

Funding Method and Recommendations 

The method of funding benefits adopted is the aggregate funding method.  This method aims to provide 

sufficient funding to meet all the future benefit payments as they fall due.  In making the recommendations, 

we have also considered the requirements of Superannuation Prudential Standard 160 (SPS 160). 

Based on the aggregate funding method there was an actuarial surplus as at 30 June 2014.  After 

discussion with the Trustee, Parks Victoria and considering the requirements of SPS 160 the recommended 

contributions were not changed.  The actuary recommended that Parks Victoria should make contributions 

to the Defined Benefit plan at least equal to: 

(a) Contributions equal to 12% of salary for Division E members and contributions of the accruing cost 

for Division F members; 

(b) Top-up payments for exiting members equal to the following amount increased for contribution tax:  

Benefit Payment less (Vested Benefit x VBI)  
 

Top-up payments are to be calculated and invoiced quarterly in arrears. Top-up payments are 

required for all retrenchments (VBI capped at 100%), but for other exits only when the VBI is below 

100%. Benefit payments exclude the amount of any insurance proceeds; and 

(c) Any additional contributions that may be required in future under SPS 160. 
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Parks Victoria should also contribute the amount of members� salary sacrifice (pre-tax) contributions. 

Because there is a surplus based on the aggregate funding method, the actuary suggested that the Trustee 

consider whether it is appropriate to reduce the investment risk in the investment strategy.   

Accrued Benefits 

For the disclosure purposes of AAS 25, the Accrued Benefits under the Parks plan as at 30 June 2014 are 

determined to be $27.9 million.  

Accrued Benefits have not been subjected to a minimum of the Vested Benefits, either on an individual 

member or plan basis.   

Financial Condition 

The coverage of various measures of benefit liabilities by assets at 30 June 2014 was as follows: 

Total Fund 
Assets 

($ million) 

Liabilities 

($ million) 
Ratio 

Vested Benefits $33.3 $32.7 102% 

Accrued Benefits $33.3 $27.9 119% 

Minimum Requisite Benefits $33.3 $21.0 158% 

 

n The asset value shown in this table was also used to determine the recommended contribution rates.  

As at 30 June 2014, in my opinion the assets of the Parks plan were sufficient to meet the value of the 

liabilities of the fund in respect of Accrued Benefits.  The Parks plan was not in an unsatisfactory 

financial position as at 30 June 2014. 

n In addition to the position reported above, the actuary projected the plan's ongoing ability to meet both 

Accrued and Vested Benefits over the three years following the date of the investigation.  This was 

undertaken on the basis that: 

- the actuarial assumptions as to investment returns, salary inflation and membership turnover 

would apply over the next three years; 

- no new members would be admitted as defined benefit members; and 
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- Parks Victoria will contribute to the Parks plan over the next three years in accordance with the 

recommendations outlined in the actuarial report.   

n Based on the assumptions in the above projection, it is anticipated that both the Vested Benefits and 

Accrued Benefits will be covered by Parks plan assets throughout the three years following the date of 

the investigation.  

Self Insurance 

As recommended in the previous triennial actuarial investigation, the Parks plan is now externally insured in 

respect of the future service component of death and disability benefits.  The actuarial investigation 

identified some gaps in the insurance policy where the future service component of death and disability 

benefits is not fully covered but also noted that the impact on the funding is not material.   

Material Risks 

We have also identified the material risks in respect of the funding of the plan: 

n Investment risk - the risk that investment returns will not be as high as expected which might result in 

additional contributions from Parks Victoria in the future.  There is also a risk that a large surplus 

could arise. 

n Salary inflation risk � the risk that the salary inflation will exceed expectation which may require 

additional funding from Parks Victoria. 

n Liquidity risk � the risk that the plan will not have sufficient liquid assets to fund the benefit payments 

given its current exposure to the illiquid investments.  We understand that the Parks Victoria plan can 

share its exposure to illiquid assets with the other defined benefit plans to manage this risk. 

There are also other risks such as legislation risk and operation risk that should be properly managed by 
the Trustee. 
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Statement of Financial Condition 

This investigation has revealed that the Parks plan�s assets were sufficient to cover the vested benefit 

liabilities and accrued benefit liabilities as at 30 June 2014. 

 

Appendix C contains the information required to be included in the actuarial investigation by SPS 160. 
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APPENDIX A -  REQUIREMENTS UNDER PRUDENTIAL STANDARD 
SPS 160 (DIVISION C - DEFINED BENEFIT PLAN) 

 

Defined Benefit Plan � Division C  

As the Actuary to the Fund, I hereby confirm that in my opinion: 

a) At 30 June 2014, the value of the assets of the Defined Benefit plan, excluding the amount held to 

meet the Operational Risk Financial Requirement (ORFR), was $2,354.9 million.  

 

b) The projected likely future financial position of the LASF Defined Benefit plan during the three years 

following the valuation date and based on my best estimate assumptions is as follows.  

Date 
Assets    

($m) 

Vested 
Benefits  

($m) 

Vested 
Benefits Index 

(%) 

30 June 2014 $2,355 $2,278 103.4% 

30 June 2015 $2,357  $2,254 104.6% 

30 June 2016 $2,358 $2,229 105.8% 

30 June 2017 $2,357  $2,198  107.2% 

  

 The projected financial position is shown only for the defined benefit members of the Defined 

Benefit plan.  The account balances of all accumulation members are fully funded and expected to 

remain fully funded during the three year projection period.  The City of Melbourne and Parks 

Victoria plans are not included. 

 

c) In my opinion, the value of the assets of the Defined Benefit plan at 30 June 2014, excluding the 

amount held to meet the ORFR, was adequate to meet the liabilities in respect of the accrued 

benefits of members of the sub-fund (measured as the actuarial value of members� accrued 

entitlements using the valuation assumptions).  I consider that the assumptions and valuation 

methods set out in this report are appropriate for determining the accrued benefit liability. 

 

d) At 30 June 2014 the Defined Benefit plan was in a satisfactory financial position, as defined in SPS 

160.  In my opinion the financial position is likely to have remained in a satisfactory financial 

position at the date of signing this report.  In my opinion the Defined Benefit plan does not need to 

be treated as being in an unsatisfactory financial position.   The shortfall limit does not need to be 

reviewed.  
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e) At 30 June 2014 the value of the liabilities of the Defined Benefit plan in respect of minimum 

benefits of the members of the sub-fund is $1,483.9 million.  Minimum benefits are as defined in 

Regulation 5.04 of the Superannuation Industry (Supervision) Regulations. 

 

f) Funding and Solvency Certificates for the Fund covering the period from 30 June 2013 to 

30 June 2014 have been obtained.   The Fund was solvent, as defined in the Superannuation 

Industry (Supervision) Regulations, at 30 June 2014.   In my opinion, I expect that the solvency of 

the Fund will be able to be certified in any other Funding and Solvency Certificate required under 

the Regulations during the three year period to 30 June 2017. 

 

g) It is recommended that the Employer makes contributions at the rates set out below for the period 

to 30 June 2017: 

(i) Any outstanding unfunded liability from the 30 June 1997, 31 December 2002, 31 December 

2008 and 31 December 2011 actuarial investigations; plus 

(ii) An additional contribution to cover the excess of the benefits paid as a consequence of 

retrenchment above the funded resignation or retirement benefit (the funded resignation or 

retirement benefit is calculated as the minimum of (100% and VBI) multiplied by the vested 

benefit), plus contribution tax; plus 

(iii) 9.5% of members� salaries, increasing with increases in the Superannuation Guarantee 

Charge; plus 

(iv) Additional top up contributions that may be recommended in the future, if the Defined Benefit 

plan becomes in an unsatisfactory financial position. 

h) In my opinion, as at 30 June 2014 there is a high degree of probability that the Defined Benefit plan 

will be able to pay the defined benefit pensions as required under the sub-fund�s governing rules. 
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APPENDIX B -  REQUIREMENTS UNDER PRUDENTIAL STANDARD 
SPS 160 (DIVISION D � CITY OF MELBOURNE PLAN) 

 

City of Melbourne Plan � Division D (COM Plan) 

As the Actuary to the Fund, I hereby confirm that in my opinion: 

a) At 30 June 2014, the value of the assets of the COM plan, excluding the amount held to meet the 

Operational Risk Financial Requirement (ORFR), was $60.9 million.  

 

b) The projected likely future financial position of the COM plan during the three years following the 

valuation date and based on my best estimate assumptions is as follows.  

Date 
Assets        

($m) 

Vested 
Benefits  

($m) 

Vested 
Benefits Index        

(%) 

30 June 2014 60.9 54.4 112.1 

30 June 2015 60.6  53.9 112.4 

30 June 2016 60.3  52.4 115.1 

30 June 2017 58.2  49.0 118.8 

 The projected financial position is shown only for the defined benefit members of the City of 

Melbourne plan.   

c) In my opinion, the value of the assets of the City of Melbourne plan at 30 June 2014, excluding the 

amount held to meet the ORFR, was adequate to meet the liabilities in respect of the accrued 

benefits of members of the sub-fund (measured as the value of members� accrued entitlements 

using the valuation assumptions).  I consider that the assumptions and valuation methods set out in 

this report are appropriate for determining the accrued benefit liability. 

 

d) At 30 June 2014 the COM plan was in a satisfactory financial position, as defined in SPS 160.  In 

my opinion the COM plan does not need to be treated as being in an unsatisfactory financial 

position.   The shortfall limit does not need to be reviewed.  
 

e) At 30 June 2014 the value of the liabilities of the COM plan in respect of minimum benefits of the 

members of the sub-fund is $39.6 million.  Minimum benefits are as defined in Regulation 5.04 of 

the Superannuation Industry (Supervision) Regulations. 

 

f) Funding and Solvency Certificates for the Fund covering the period from 30 June 2013 to 30 June 

2014 have been obtained.   The Fund was solvent, as defined in the Superannuation Industry 
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(Supervision) Regulations, at 30 June 2014.   In my opinion, I expect that the solvency of the Fund 

will be able to be certified in any other Funding and Solvency Certificate required under the 

Regulations during the three year period to 30 June 2017. 

 

g) It is recommended that the Employers make contributions on the basis set out below for the period 

to 30 June 2017. 

§ Contributions equal to 13% of salary for employee members; plus 

§ Funding the top-up payments for exiting members equal to the following amount increased for 

contribution tax: 

   Benefit Payment less (Vested Benefit x VBI)  

 Top-up payments are to be calculated and invoiced quarterly in arrears.  Top-up payments 
are required for all retrenchments (VBI capped at 100%), but for other exits only when the 
VBI is below 100%.  Benefit payments exclude the amount of insurance proceeds. 

§ Any salary sacrifice contributions should be made in respect of members in accordance with the 

Trust Deed. 
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APPENDIX C -  REQUIREMENTS UNDER PRUDENTIAL STANDARD 
SPS 160 (DIVISION E � PARKS VICTORIA PLAN) 

 

Parks Victoria � Division E & F (Parks Plan) 

As the Actuary to the Fund, I hereby confirm that in my opinion: 

a) At 30 June 2014, the value of the assets of the Parks plan, excluding the amount held to meet the 

Operational Risk Financial Requirement (ORFR), was $33.3 million.  

 

b) The projected likely future financial position of the Parks plan during the three years following the 

valuation date and based on my best estimate assumptions is as follows.  

Date 
Assets    

($m) 

Vested 
Benefits  

($m) 

Vested 
Benefits Index       

(%) 

30 June 2014 $33.3 $32.7  101.8% 

30 June 2015 $32.4  $31.4 103.3% 

30 June 2016 $31.7  $30.2  105.0% 

30 June 2017 $30.8 $28.7 107.4% 

* Numbers provided above are subject to rounding. 

 

c) In my opinion, the value of the assets of the Parks plan at 30 June 2014, excluding the amount held 

to meet the ORFR, was adequate to meet the liabilities in respect of the accrued benefits of 

members of the sub-fund (measured as the present value of members� accrued entitlements using 

the valuation assumptions).  I consider that the assumptions and valuation methods set out in this 

report are appropriate for determining the accrued benefit liability. 

 

d) At 30 June 2014 the Parks plan was not in an unsatisfactory financial position, as defined in SPS 

160.  The shortfall limit does not need to be reviewed.   
 

e) At 30 June 2014 the value of the liabilities of the Parks plan in respect of minimum benefits of the 

members of the sub-fund is $21.0 million.  Minimum benefits are as defined in Regulation 5.04 of 

the Superannuation Industry (Supervision) Regulations. 

 

f) Funding and Solvency Certificates for the Fund covering the period from 30 June 2013 to 30 June 

2014 have been obtained.   The Fund was solvent, as defined in the Superannuation Industry 
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(Supervision) Regulations, at 30 June 2014.   In my opinion, the solvency of the Fund will be able 

to be certified in any other Funding and Solvency Certificate required under the Regulations during 

the three year period to 30 June 2017. 

g) For the three years from 30 June 2014, the employers should make contributions to the Parks plan as 

follows: 

n 12% of salaries for Division E members and the following contribution rates for Division F 

members as follows: 

 Former fund Current Member Contribution 
Rate 

% of salaries 

Employer Accruing Cost 
Contribution Rates 

% of salaries 

Transport Scheme 0.0 9.5 

 2.5 9.5 

 5.0 13.5 

 7.5 18.0 

Revised Scheme N/A 17.0 

 

n Fund the top-up payments for exiting members equal to the following amount increased for 

contribution tax: 

  Benefit Payment less (Vested Benefit x VBI)   

Top-up payments are to be calculated and invoiced quarterly in arrears. Top-up payments 

are required for all retrenchments (VBI capped at 100%), but for other exits only when the 

VBI is below 100%.  Benefit payments exclude the amount of any insurance proceeds; plus 

n Any salary sacrifice contributions should be made in respect of members in accordance with 

the Trust Deed 


