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Vision Super  
Vision Super is one of Australia’s leading superannuation funds. The Fund has a long history, dating back to 1947, 
when we started providing superannuation benefits to employees in local government and the water industry. 

Vision Super was originally known as Local Authorities Super and later became Local Authorities Superannuation Fund 
(LASF). The Fund was established and operated by the Victorian government until 1 July 1998 when the Local Authorities 
Super Act was repealed and LASF became a regulated fund.

As a regulated fund, Vision Super is now governed by its trust deed and must comply with superannuation legislation. 
It is subject to supervision by the Australian Prudential Regulation Authority (APRA), who ensures Australia’s financial 
institutions manage risk prudently, minimising the likelihood of financial losses to depositors, policy holders and 
superannuation fund members.

Fossil fuels: their place in society
Fossil fuels currently provide nearly 80% of the world’s primary energy, and – like it or not – their contribution looks likely 
to increase in absolute if not relative terms for many decades. 

Following the COP21, the United Nations climate change conference, the nations of the world agreed that in order to avoid 
the worst impacts of climate change, global warming must be limited to ‘well below’ a 2ºC increase above pre-industrial 
temperatures. This target is reflected in Vision Super’s Environment Social & Governance policy (ESG).

To meet this 20C target, the nations of the world need to refrain from extracting and using the majority of the planet’s 
known fossil fuel reserves. Specifically, 80% of global coal reserves, 50% of gas reserves, and about 30% of oil reserves 
must remain untouched, according to a recent study1. 

Although the chief driver of greenhouse gas emissions continues to be the burning of these fossil fuels, additional levels of fossil 
fuel exposure need to be considered. These can be divided into three major divisions, upstream, midstream and downstream. 

 > Upstream – the extraction from the ground 

 > Midstream – transportation and movement 

 > Downstream – users of fossil fuels

In Australia, our greenhouse gas emissions do not result from energy production alone. Therefore, asset owners, policy makers 
and advocacy groups need to work together, rather than being divisive, to achieve a global solution to climate change.

1 Dr Christophe McGlade, UCL Institute for Sustainable Resources.
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Unburnable fossil fuels
Known, extractable coal, oil and gas reserves that must not be burnt in order to prevent dangerous 
climate change of more than 20C.

Global reserves – percentage that cannot be burnt

Regional reserves

United States United States United States

92% 4% 6% 

Africa Africa Africa

85% 33% 21%

Australia Middle East Middle East

90% 61% 38%

China and India China and India China and India

66% 63% 25%

Ex-Soviet republics Ex-Soviet republics Canada

94% 50% 85%

Arctic Arctic Arctic

0% 100% 100%

COAL 
82%

GAS 
49%

OIL 
33%



Australia’s greenhouse gas emissions
Percentage of total greenhouse gas emissions, 2012–13

Electricity generation 34%

Industrial, commercial and agricultural 15%

Cars and light commercial vehicles* 10%

Livestock methane 10%

Fugitive emissions from oil, gas and coal mining 7%

Industrial processes 6%

Other agricultural 5%

Trucks and buses* 4%

Waste 2%

Residential* 2%

Domestic aviation* 1%

Land use, land use change and forestry 1%

Other transport* 1%

* Emissions from direct combustion of fuels. Does not sum to 100% because of rounding. 
Sectoral breakdown differs from that typically shown in Australian government reports. 
Source: Department of the Environment (2013); Grattan analysis.

Climate change risk

Climate change is factored into Vision Super’s investment strategies using the following principals:

 > Overall fiduciary responsibility to members 

 > Environmental and ethical concerns

 > Concerns about the long-term business case for investment in high carbon assets

Vision Super encourages an orderly transition to a low carbon economy by engaging with a wide range of stakeholders. 
Transitioning to a low carbon economy requires cooperation from industry, government and the public, and there are a 
number of factors we think need to be addressed to achieve success.

 > A price on carbon – it is reasonable to expect that the cost of generating and using fossil fuels will rise, as there is a 
more stringent approach to incorporating the externalities associated with carbon emissions through financial penalties. 
This may arise through the introduction of carbon taxes, through market based mechanisms and/or through changes to 
fossil fuel subsidies.  

 > Increasing demand for energy – energy demand is expected to rise as a result of population growth, an increasing 
number of people entering the middle classes, and initiatives to provide energy for all. This is expected to be tempered 
slightly by energy efficiency, but will increase at a global level overall.

 > A change in energy sources – a movement away from electricity generated by fossil fuels is essential in achieving a low carbon 
society, however, existing infrastructure means that fossil fuel usage is expected to continue over the next two decades.



 The United Nations PRI and COP21
Vision Super became an early signatory to the UN-backed Principles of Responsible Investment (PRI) and signed the Paris 
Pledge for Action – an initiative aligned with the 2015 UN Climate Talks in Paris encouraging investors to strive for carbon 
emission reductions, with a goal of being carbon neutral.

The measures adopted by Vision Super to manage climate change risk means we already have a significantly smaller 
exposure to the fossil fuel sector than the vast majority of our competitors.  

Vision Super has openly acknowledged the financial risk of climate change and its relevance for long-term sustainable 
growth. The Fund will continue to identify a clear approach for a transition to a low carbon economy.

  

Conclusion
Climate change is a complex issue that Vision Super has been tackling for a number of years. The Fund has been recognised 
for its commitment to this challenge and remains among the leaders in the industry. 

Vision Super has a fiduciary responsibility and is charged with seeking strong risk adjusted returns for our members. These are 
members of the accumulation plan ($5b) where investment risk resides with the member, and for defined benefit members 
($2.7b), where investment risk rests with Councils and ultimately ratepayers.

Risk from climate change is one risk among many that the trustee have to factor into their strategic asset allocation and 
investment manager selection decisions. It is a consideration that Vision Super believes in and is committed to. The Fund 
will continue to meet both our responsibilities to our members, stakeholders and the broader community by:

 > increasing our disclosure of fossil fuel exposed assets 

 > engaging with and divesting from (where appropriate) pure play fossil fuel companies, and

 > continuing to look for opportunities for investment in renewable energy and energy efficiency.

On the following pages, please see the above steps we have taken.

UN Principles 
for Responsible 
Investment

Low carbon policy



Vision Super’s response to climate change
In recognising and responding to the threat posed by climate change, Vision Super has adopted an Environmental, Social and 
Governance (ESG) policy which commits the Fund to supporting a global transition to a low carbon economy. This policy is 
available at www.visionsuper.com.au/images/policies/ESG_policy.pdf.

The concrete measures adopted by Vision Super to manage climate change risk means the Fund already has a significantly 
smaller exposure to the fossil fuel sector than the vast majority of their competitors.

Active steps taken to manage climate change risk

Quantify and manage climate risk to current portfolio

Vision Super is currently drafting its Annual Corporate Responsibility Report which will provide employers and members with a 
scorecard of what we’re doing to build a diverse workforce, engage with our communities and ensure sustainable operations. 

The report, which will be included in our 2016 Annual Report, will disclose our progress on fossil fuel divestment and fossil fuel 
exposure as part of a comprehensive ESG reporting dashboard. 

In addition, fund managers retained by Vision Super have been asked to give reasonable consideration to ESG risks and report 
carbon investment in their portfolios. This will be disclosed in our first Corporate Responsibility Report.

Divestment from pure play fossil fuel companies.

We are already divesting from pure play fossil fuel companies. We introduced new low carbon benchmarks to the indexed 
component of our share investments in 2015, moving our international shares index portfolio to the global MSCI Low Carbon 
Index. This means we now invest in overseas companies that have a 70% lower carbon exposure than the rest of the market. 
We have also moved our Australian shares index portfolio to the IFM Low Carbon Australian Shares fund, reducing our 
exposure to Australian companies with a high carbon risk. We terminated contracts with two of our largest active equity 
managers and appointed Perpetual, an independent and diversified financial services group, to manage a large $300m low 
carbon equity mandate. We determined that the case for any material direct investment should include a reasonable estimate 
of the impact of phasing out fossil fuel usage, consistent with limiting global warming to no more than 2ºC above the pre-
industrial global mean temperature.

However, we think a more nuanced approach, rather than immediate divestment, is needed. It is extremely difficult to tackle 
climate change via divestment alone, without decreasing the share price of carbon-exposed equities, which affects the 
outcomes for our members. 

Divestment is a blunt instrument and essentially shifts risk between asset owners, unless all asset owners divest at the same 
time. For this reason, divestment in itself doesn’t change the fossil fuel based energy system. As an example, a global tobacco 
divestment campaign has had some success, but global tobacco production is now higher than ever.

Vision Super will continue to consider the best interest of our members while also working towards a smooth and orderly 
transition to a low carbon economy.



Increase investment in renewable energy and energy efficiency.

Vision Super has directly invested in renewable energy for over a decade. In 2006 we built and still own 100% of the  
Vision Super Wonthaggi Wind Farm, an asset which provides wind power for around 7,000 Victorian households. 

The Vision Super Wonthaggi Wind Farm operates well, but unfortunately, the renewable energy sector in Australia has been 
affected by extreme swings in Federal Public Policy, that has destroyed a good deal of value.

We also held a large holding in Pacific Hydro (a hydro power company). This asset was sold after a period of significant under-
performance caused by adverse weather events in Chile, lower energy demand in Australia and lack of Federal Government 
support in the sector.

Vision Super is actively looking to invest in sectors and companies involved in the transition to a low carbon economy, 
including; firms investing in carbon efficiency, energy efficiency, materials efficiency and water use efficiency. 
All such investments must meet our risk and return expectations and be in the best interests for our members. 

We remain an ardent supporter of investment in renewable energy and energy efficiency and have been recognised with an 
Infinity green award by the largest ratings agency for super, SuperRatings (methodology attached).

Engage with diversified companies and companies at risk and encourage them to phase out fossil fuel exposure.

We vote our shares as displayed in a report to members which is available on our website and also engage with companies to 
encourage an orderly transition to a low carbon energy system. We engage directly as a fund and indirectly via ACSI (Australian 
Council of Super Investors), and Independent Shareholder Services (ISS). This involves engagement on climate risk with policy 
makers, fossil fuel exposed companies and banks (eg AGL and ANZ in recent months).

We will continue to play a role in driving engagement strategies that include:

 > engagement with policy makers
 > engagement with fossil fuel companies
 > holding fossil fuel companies accountable on capital allocation and dividend policies
 > relentlessly questioning fossil fuel companies on how they are managing new investment opportunities – 

could they be better off returning capital to investors?
 > demanding stress tests of investment opportunities and call for alignment around the new COP21 targets
 > putting pressure on the banks’ lending to companies with exposure to fossil fuels, given low return prospects
 > recognising if alarm bells ring, calling for higher dividend payout ratios and decrease investment in new fossil fuel projects.

Ongoing reporting to members of climate risk and fossil fuel exposure.

Portfolio disclosure and ongoing reporting on fossil fuel exposure will be available via our Corporate Responsibility Report 
dashboard. This report will disclose our ongoing progress on fossil fuel divestment and residual fossil fuel exposure.

The investment team are currently researching the most effective and robust methodology to measure the Fund’s greenhouse 
gas emissions. This will allow the Fund to compare our greenhouse gas emissions year-on-year, even though our funds under 
management, and our members’ super savings, are growing over time.

Vision Super external investment managers have also been asked to provide a summary of the greenhouse gas emissions 
within the portfolios, which will be used to develop an aggregated position for the Fund.
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